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FOREIGN OPERATIONS APPROPRIATIONS FOR 1963
W ed n esd a y , J ul y 25, 1962. 

LAT IN AMERICA
W IT NESS ES

HON.  EDW IN  M. M A RTIN , A SS IS TA N T SE CR ETA RY  OF  ST ATE, 
BUR EAU  OF IN T ER -A M ER IC A N  AFF AIR S

TE ODO RO  M OSC OSO , A SS IS TA N T A DM IN IS TRA TO R , BUREAU FOR  
LATIN  AM ER IC A, AID , AND U .S . COORDIN ATOR, AL LI AN CE  FO R  
PRO G R ESS

W IL LI AM  V. TUR NA G E, D IR EC TO R, OFF IC E OF  IN TER -A M ER IC A N  
REG IO NAL EC ONO M IC  A FF A IR S,  ST ATE

REUBEN ST ER N FE LD, DIR EC TO R, OFF IC E OF  DEV EL OPM EN T 
PLA N N IN G  AND PRO G R AM S,  BUR EAU  FO R LATIN  AM ER IC A,  
AID

EDW ARD F.  TEN N AN T, ACTIN G CONTR OLL ER , AI D 
H ER BER T M AY, BU R E A U  OF IN TER -A M ER IC A N  A FF A IR S, ST AT E 
LEIG H  M . M IL LER , LEG IS LATIV E PRO G R AM S COORDIN ATOR, AID  
B. CRA IG  RAUPE , BUR EAU  FOR LATIN  AM ER IC A, AI D  
B A R R Y  PASSETT, B UR EAU  FO R  LA TIN  AM ER IC A, AI D  
KENNETH M . R ABIN , PRESE NTA TIO N  COORDIN ATOR, AID  

A llia n c e  fo r  P ro g ress

Object classi fica tion
[In  thou sa nd s of do llar s]

ALLOCATION TO AGE NCY  FOR INT ER NA TION AL  DE VE LO PM EN T

11 Pe rson ne l c om pe nsat ion :
Per m an en t po sit ions ______________________________
Po si tio ns  other  th an  p er m an en t____________________
Other  pe rso nn el co mpe ns at ion_____________________

Tota l pe rson ne l c om pensa tion .. ...................................
12 Pe rson ne l b en ef its ................................................... .....................
21 Tra ve l an d tr an sp ortat io n of perso ns ___________________
22 T ra nsp or ta tion of thi ng s______________________________
23 R en t,  co mmun icat ions , an d u ti li ti es ................ .......................
24 P ri n ti ng  an d re pr od uc tion ..........................................................
25 O th er  se rv ice s_______________________________________

Services  of o th er  ag encie s__________________________
26 Su pp lie s an d m at er ia ls________________________________
31 E quip m en t__________________________________________
33 In ves tm en ts  a nd  lo ans________________________________
41 G ra nt s,  s ubsid ies, an d co nt ribut io ns___________________

Tot al , Ag ency  for I nt er nat io na l D ev elop m en t________

ALLOCATION ACCOUNTS

41 G ra nt s,  s ubsid ies, an d co nt ribu tion s______________ ____

Tota l ob lig at ions ....... ................. ............................................

Ob lig ati ons d is tr ib ute d  a s fo llows:
Ag ency  for In te rn at io na l D ev elop m en t.............. ..................
D ep ar tm en t of S ta te _________________________________
Tre as ury  D epar tm ent______ _________________________

1961 ac tu al 1962 es tim ate 1963 es tim ate

8,651 9,000 9,500
378 400 500
659 700 800

9,688 10,100 10,800
1,986 2,000 2,000
1,803 2,000 2,000

947 1,800 3,000
336 500 500
245 300 300

3,790 8,000 20,500
986 2,000 3,000
489 4,000 8,000

1,812 6,000
106,000
35,000

11,000
500,000
66,60028,479

50,561 177,700 617,700

1,625 402,300 2,300

52,186 580,000 620,000

50,561 177,700 617,700
1,625 8,300

394,000
2,300

( 1 )
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Personnel sum mar y

To ta l n um be r of p er m an en t posit ions ______________________ 1,380 1,370 1,370Average nu mbe r of all em plo yees___________________  _____ 1,258 1,347 1,347Num be r of em plo yees at  end  of  y ea r----------------------------------- 1,344 1,350 1,350Averag e g rade, grades esta bl ish ed  by  the  Fo reign  Serv ice  A ct 
of 1946, as am ended (22 U .S .C . 801-1158):

For eign Service Re se rve--------- ------------------------------------- 4.1 4.1 4.1
For eign Serv ice St al l---------------------- ---------------------- ----- 10.5 10.5 10.5Average  sa lary  g rades e sta bl ish ed  b y  the  Fo reign  Service A ct 

of 1946, as am ended (22 U .S .C . 801-1158):
Foreign  Service Re serve ______________________________ $11,088 $11,200 $11,200Foreign  Se rvice Sta ff--------------------------------------------------- $6,042 $6,100 $6,100Averag e s ala ry  of ung rade d po si tio ns _______________________ $1,183 $1,200 $1,200

Program and financing
[In  th ou sa nd s of do lla rs]

1961 ac tual 1962 est im ate 1963 est im ate

Prog ram  b y activit ies :
1. Social  p rogress pr og ra m ................... . .............. . ................ __
2. C on tri bu tio n to  Or ga niz ati on  of A me rican  S ta te s_____
3. Bi la ter al econom ic assis tan ce________________________
4. Ch ile an  rec on str uc tio n prog ram_____________________

1,625
30, 561 
20,000

394,000
6,000

80,000
100,000

620,000

Tot al  ob lig at ions _________________________________
Financ ing :

Com pa ra tiv e tra ns fers  from othe r a ccou nts______________
Un ob lig ate d ba lan ce  b ro ug ht  forwa rd............................ .........
Un ob lig ate d ba lan ce ca rri ed  forwa rd___________________

52,186 

-5 2, 18 6 

'600,"666'

580,000

-60 0,0 00
20,000

620,000

-20,00 0

New ob lig at iona l au th or ity . 600,000 600,000
New o bliga tiona l a ut hor ity:

App ro pr ia tio n_____________________________________________________
Ch ile an  re co ns tru ct ion and  reha bi lit at io n pr og ram_______ 100,000
Inter-A mer ican  social an d econ omic pr og ram........................ 500,000

600,000

To ta l ap pr op riat io n_________________________________ 600,000 600,000

Mr.  P assman. The subcom mi tte e will come to order.
We have  wi th us thi s mo rning  the Ho norab le Edwin M.  M ar tin , 

Assis tan t Secre tary of St ate,  Bu rea u of In ter -A me ric an  Affairs ; the  
Hon orable  Teodoro Moscoso , As sis tant  Ad minist ra tor , Bu reau  for 
La tin  America, Alliance for Pro gre ss, and othe r dis tinguish ed 
witnesses.

The se gent lem en will d iscu ss the requ es t f or t he  Alliance for Progres s 
program.

Before hearing from  our dis tin gu ish ed  forme r Am bas sad or,  as well 
as the  othe r witnesses, I sho uld  like  to say th at  he has the  repu ta tio n 
of being a very ha rd  worke r, and he is fam ilia r wi th the  problems of 
La tin  America.  Ev en  tho ugh we may  d iffer  on some  of the  am ounts  
and some  of the  pur poses , an ythi ng  said  du rin g the  hearing  certa inl y 
would no t be int ended to  questio n the high pur pose and in tegr ity  of 
this ou tst an din g American.

These  day s, in alm ost  ev ery paper, from  alm ost  every  na tio n, we 
see warning signa ls, da rk  clou ds acc um ula ting, words of widsom 
spo ken  in such a way as to  rea ch the  ears  of ou r lea ders in America. 
Th ere  is no in dicatio n, h oweve r, we are heeding the  wa rning , o ther  th an  
with con versat ion . Ce rta in ly  no ac ts of ours would ind ica te we are 
try ing to check the  r ap id  pac e at  w hich  we are dis sip ati ng  our wealth.
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TREASURY RECEIPTS AND WITHDRAWALS
During  the fiscal year of 1962, which closed J une  30, the intake to 

the U.S. Treasury reached an alltime high, by many  billions of 
dollars. But we spent all tha t revenue and went out and borrowed 
an additional $8.3 billion, and spent  tha t. Even though it was an 
alltime high for expenditures, we see now tha t 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 all time 
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 th is fiscal year.

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

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

We have received friendly warnings th at  no nat ion throug hou t history,  in­cluding the farflung Roman Empire, has had  inexhaus tible  resources , and  th at  unless we trim our sails in domest ic and  foreign expenditures, we will be faced 
with  a situa tion which may make  i t impossible for our  European friends  to help 
us—much as the y wa nt to.

I think  it  might be well to set the stage for this hearing in tha t vein.
I assume, Ambassador Moscoso, tha t you will make a statement 

first?
Mr. Moscoso. Yes.
Mr. Passman. We shall be pleased to hear from you.

Sta te me nt  of the C oordinator, A ll ianc e for P rogress

Mr. Moscoso. Mr. Chairman and members of the committee,  I 
appreciate the opportuni ty to appeal’ 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 unders tanding and help, it will not be 
too late .

I was appointed Assistant Adminis trator for Lat in America in AID 
and coordina tor 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 cons titute  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 dangers. 

OBJECTIVES OF ALLIANCE FOR PROGRESS
The peoples of the Americas joined together la st 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 economic 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



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 par t, 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 terr i­
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 tradit ions 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 a tt i­
tude and established new procedures for the good people we have 
inherited from the past. We have rec ruited many fine new employees 
at all levels, and we are well into a reorganization of the program and 
personnel of our field missions.

LO N G -R A N G E  D E V E L O P M E N T  PLA N S

We are concentra ting 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 
stricte r 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 atte mpt to win the confidence and support of the public 
and the political leadership of the  count ry itself.

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 attr acted the 
atten tion of the World Bank. The Bank is now active ly 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 wan t to be sure t ha t the nationa l planning which is done is not 
such that Latin countries are laced into a s traight]acket of economic 
dogma at the expense of a free economy and an open society, for we 
want democratic initiat ive 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 bett er 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 cont ribute d critically to 
the growth of these cou itries.
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B A LA N C E O F PA Y M EN T S PR O B LE M

In administering our programs, we are most conscious of the U.S. 
balance-of-payments situat ion. I am convinced tha t the Alliance 
for Progress in Latin  America will have a positive impac t on our 
balance of payments . If L atin America’s trade had kept up with the 
growth in world trade  and if its terms of t rade had not deterio rated, 
the U.S. balance-of-payments problem would certain ly 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 s tagnation. 
U.S. exports have increased 40 percent during the same period. Note 
tha t this figure is well below the world exports growth rate. Our 
annual exports to Latin America amount to 20 percent of our tota l 
exports, and their imports of our products amount to half their total  
imports. Bu t our exports to the 19 Latin  American Republics 
are declining. At the same time, Latin  American terms of trade  
with the United States over the past  decade have deterio rated by 
over 20 percent. This general stagnation 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.

SO CIA L PR O G R ESS A C T IV IT IE S

This effort began last year when the Congress provided $500 million 
for social progress activity  under the Act of Bogota and $100 million 
for Chilean reconstruction. The bulk of the social progress funds, 
$394 million, went to the social progress trust fund of the Inte r- 
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) A loan 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 Rica, Panama,  Peru, and Venezuela.

(3) A loan to increase the water supply for the 691,000 inhabi tants  
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 reconstruc tion, and $100 million for the Inte r- 
American Program for Social Progress (IAPSP) of AID.

As of Ma y 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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Chi lean s are  pu tti ng  them to work in a va rie ty  of disaster-recove ry 
and econom ic-developm ent pro jects. Of th e IA PS P funds, $57.8 
million had  been obligated by  Ju ne  30 for social  progress proje cts  in 
17 coun tries , 3 ter ritori es  and 1 regional  org anizat ion .

Turning  to the  AI D fiscal year 1962 app rov ed program  itse lf we 
find (1) on the dev elopm ent  g rant  side, 98 perc en t of the  $18.2 million 
program  is o bligated  and (2) 99.6  per cent of the  s upportin g ass istance  
program  of $104.7 million is obl igated. Tw o-thirds of support ing  
assi stance is in loans . In addit ion , $189.6 million in dev elopm ent  
loans  is com mitted .

A L LIA N C E  FO R PRO G R ESS CO M M IT M EN TS

As y ou know, we fulfilled our com mi tment , which was int ended to 
show the  ex tent  and seriousness of our purpose in un de rta kin g the  
Alliance  for Prog ress , to commit $1 billion to La tin  Ame rican  dev elop­
me nt  dur ing  the  first  12 mo nth s of the Alliance. This Marc h 1961 
to Ma rch  1962 a ct iv ity  was pa rti cu larly  gra tify ing  beca use it dem on­
str ated  th at  mo st of our  aid funds are  now being com mitted as loans . 
Some 86 perce nt of the  billion  dollars was in loans , only 14 perce nt in 
gra nts . Fiscal year  1962 figures show a billion dollars inv ested as 
well, much of it, of course , ove rlapping  the  Marc h- to- Marc h figure. 
In  fiscal year  1962, according to pre lim ina ry figures, obligatio ns and 
loan autho riz ati ons from AI D,  Social Progres s Tr us t Fund, Ex po rt-  
Im po rt Bank, Food for Peace, and  Pea ce Corps tot ale d $1,117 million.

The Alliance pro gram for fiscal ye ar  1963 shows our  de ter mination 
to lend for long-range develop ment pro jec ts which have  strong 
mu ltip lie r po ten tia l. We int end to use our  fun ds where they  will 
make the mo st imp act . We are  ter mi na tin g or phasing ou t a large  
por tion  of the  older tech nical ass ista nce  pro jec ts. Hos t cou ntr ies  are 
tak ing  on full respon sib ility for ou r service opera tions in the  fields of 
hea lth , edu cat ion , and  agriculture . We have encouraged our people 
to rel ate  U.S. ac tiv itie s to a few goals  with im pa ct  po ten tia l, loan 
pro jec ts which will c on tribu te to the  econom ic a nd  social  d eve lopment 
of the  coun try  and which will require sign ificant  contr ibu tio ns  and  
coo peratio n of the  Go vernme nt and people invo lved .

We have made clea r th at  we wa nt to reduce  the  p roportio n of grant  
aid each  year. As we finance more and  more of our pro jec ts on a 
coo perativ e or co nso rtium arr angeme nt  with othe r len ding in sti tut ion s, 
I am conv inced th at  gr an t aid  will decrease.

19 63  B U D G ET  R E Q U E ST

We are  request ing  an ap prop ria tio n of $600 million for dev elopm ent  
loans and  gran ts for fiscal year  1963. In  addit ion , we are  req uesting  
sup porting  as sist anc e funds as ind ica ted  in volume II I of the  p ropo sed 
program for fiscal year 1963. The am ount req ueste d for fiscal year 
1963 assum es genera lly imp roved economic and pol itical con ditions  
in these cou ntr ies . I t is a drast ic red uction from fiscal year 1962. 
Shou ld a sudden crisis erup t in these or othe r cou ntr ies  or if c ond itions 
become worse  th an  we foresee,  add itio nal support ing  assi stance  will 
be needed from the con tingen cy fund .

The bu lk of the  $600 million appro pri ation  req uest is for long -term 
dev elopment  loans.  Only $90 million  in new appro pri ations for 
gran ts is req ues ted , for tho se situa tio ns—principally  in the  areas of



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 rura l 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 
tha t 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 par tner in the long-term economic development of Latin 
America, development keyed to steady progress in vital social and 
economic reform.

The rate  of obligations 1 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 
tha t 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 th e Alliance.

A D V A N CES MADE  BY  A LLIA N CE

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 tha t 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 Colombia, Venezuela, El Salvador, and Bolivia, among 
others, since the Act of Bogota, have been promising not only in 
themselves but  also for their  influence all over Lat in America.

Considering the difficulties involved in tax reform in any country, 
the advances  made by the Latin Americans in th at field are heartening.  
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 bring 
in an additional 22 percent in 1962. We estimate tha t 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 ju st 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 economic, political and social concerns of 
its people and demonstrates 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 frus trate  self-help efforts, and thereby the Alliance 
itself; and we have therefore remained flexible in our approach. We 
have explained to those who work against the Alliance th at they have 
more to fear from their own destitu te peoples than from the United 
States;  tha t 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 s ituation  
in the particu lar country,  the potential contribution to economic 
growth, and the natu re of the political forces concerned with it. 
External 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 La tin 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 
programs leading to political stabil ity throughout  this hemisphere. 
We have not been afraid to use this new tool.

Self-help takes on its greates t significance when indigenous govern­
ments and private groups will work and plan together with external 
institutions to build a bette r 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 p art  as a resu lt of the 
interagency Alliance for Progress Committee of which I am chairman. 
We have developed close working ties with the World Bank, the 
Expor t-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 
level—the desks, the technical services, the program and planning 
offices.

A C T IV IT Y  OF D E V E L O PM E N T  A SSIS T A N C E  C O M M IT TEE

Through the Development Assistance Committee of the OECD 
we have worked tirelessly to encourage the developed nat ions of the  
world—especially the European countries associated in the Common 
Market and Japa n—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 these countries. The 
DAC countries, the IDB, and others join with the World Bank and the  
United S tates  in making the Alliance a worldwide development effort. 
Under this type of cooperative action, AID will function as a coor­
dinator and “lender of last resort. ”

SO CIA L IM PR O V EM EN T S

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 const ruction, and land reform. The self-help housing project 
which President Kennedy inaugura ted in December got its sta rt as a 
pilot program under a $500,000 AID grant in 1961. The pilot project 
was a success. To expand the program, AID has extended a loan of 
$12 million and the IDB a loan of $15.2 million. The funds are 
administered by Colombia’s Inst ituto de Credito Territorial, which 
plans to build 132,000 new housing units in the next 5 years. 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. AID grants  will have 
helped to establish a 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 administ ration. 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 agricultura l cooperatives. The local contribu tion to this 
program totals  the equivalent of nearly  $14 million.

COM M UNIS T R E A C T IO N  TOW ARD A L LIA N C E

Everywhere I go in Latin America the Communist pain t anti- 
Alliance slogans on walls and distribute them in handbills. Jus t 
this month,  Soviet Premier Khrushchev paid us a grea t compliment 
by attac king  the Alliance in vituperative terms, thereby reflecting 
his concern tha t programs like these are succeeding, tha t the Alliance 
is moving forward. Cuban Communist leader Bias Roca also attacked 
us viciously on May 22, when he said tha t 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, tha t 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 i t work.”

We have heard these a rguments  before. It  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 y ear 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. I 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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Sta tem en t  of A ss is ta nt  S ecret ary  of  S ta te  fo r  I n t e r -A mer ic an  
A ffa ir s

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

IN T E R -A M E R IC A N  C O O PE R A T IO N

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 i rrevocably 
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 La tin 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 atten tion 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 T reaty 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 
constant ly 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, zinc, drugs, vegetable oils, and animal fibers.

SO CI AL AN D ECONOM IC  C O N D IT IO N S IN  L A T IN  A M ER IC A

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 brough t an insistent  demand for change.

Among the forces beh ind 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 i t has more than 200 million and is the most rapidly expanding 
region in the world. In 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  pas t on 
the export of primary commodities to generate new employment 
opportunities. This is demonstrated by the fact  th at exports account

I
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for almost 20 percent of the gross na tional produc t of the area. By 
comparison total  exports of the  U nited States  account for only about 3 percent of our gross nat ional 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.

P U R P O S E  O F A L L IA N C E  FO R  PR O G R ESS

The Alliance for Progress is the hemisphere’s response to this challenge. It  signals another  great advance in hemispheric coopera­tion and demonstrates anew our iden tity of purpose in the quest for dignity, freedom, and security.
Pursuan t to the proposal by President  Kennedy, the In  ter-American Economic and Social Council met in August of last year in Pun ta del 

Este, Uruguay, for the purpose of developing policies, principles, and procedures for put ting  into effect the Alliance for Progress. From this 
conference emerged the Char ter of Pun ta del Este—a state men t of economic and social development policy in Latin  America for the decade of the Alliance for Progress. After full and careful de liberation all member countries, except Cuba, subscribed to the charter .

The char ter recognizes tha t we must come to a better appreciation of each o the r’s economic and social life and problems because i t is in 
this area t ha t 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 Char ter of Pun ta del Este has many facets. The program not only stresses physical economic growth 

bu t 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 adjustmen t and change no less than  revolutionary but  

in a 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  ou t programs under  the Alliance there will be ever present a strong sense of haste and even of impatience.
But it must  be remembered tha t 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 inte r­rupted, an accelerating upward trend is the goal and the firm expecta­tion.
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SOURCE OF ALLIANCE INVESTMENTS

It bus been estimated tha t 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 ava il­
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 impor tant 
to the export trade of Latin  America. For example, work on a new 
coffee agreement, in which both producing and consuming countries 
will par ticipate , is well advanced. Such an agreement, involving the 
most impor tant 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 year, 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
sistance 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 administra tion by 
the IDB of the Social Progress Trus t Fund pursuant to the conditions 
indicated in the Act of Bogota.

A SSESSM EN T OF A LLIA N CE PER FO R M A N C E

In order to facilitate the assessment of performance under the 
Alliance, agreed procedures are now in effect to hold an annual 
meeting of the In ter-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 
participat ing in the programs.

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 subjec t to adjustment in the light  of unfolding 
events. Judgments must  also take into account emerging political 
realities.

While it is proposed tha t assistance be extended more readily  to 
those countries which best help themselves, the economic development 
goal for each coun try will be the achievement of a stea dy 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 crea te conditions conducive to such growth 
under free institutions and constitutiona l processes.

For the United  States the Alliance for Progress represents a much 
more intim ate 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 values in the continuing  contests with 
extremis t ideas and alien forces.

An immediate danger to consti tutional government  in Latin 
America lies in the fact tha t in few countries are there only two major 
political parties. Elections are frequently fought out among three, 
four or even five par ties or factions. For one party to gain a m ajor ity 
of the  vote is more often the exception than the rule.

In contests among several political parties it is possible for an 
extremist group to gain control of the Government without repre­
senting the wishes of the majori ty. It  is also possible for such an 
extremist group, having once reached power and being fearful of free 
elections, to br ing consti tutional processes to a prolonged halt.

The need is to encourage the development of more stable and ma ture  
political partie s 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 represen ting the 
aspirations and the will of the majori ty, and by conducting them ­
selves with a high sense of responsibil ity—provide leadership 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 catas trophe  in 
Latin  America, a weakening of our historical ties in the hemisphere 
and an increased threat  to our security.

Thank 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 fr iends in Latin America achieve w hat we think 
is a worthwhile objective.

L O N G -R A N G E  PR O S P E C T S  OK LA TIN  A M ER IC A N  PRO G R A M

As it may be a long-range and ra ther expensive undertaking we have 
to proceed cautious ly and carefully.

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

We are dealing with some very old civilizations. Some of these 
people had advanced civilizations even before the beginning of 
America, as we know i t today.
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Moscoso. They were colonized in some instances before ns. 
Passman. It goes back many hundreds of years.
Moscoso. Hundreds of years.

PH IL O SO PH Y  OF  ED UCA TE D PEO PL E

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  democracy.

O R IG IN  OF AI D PR OGRAM  IN  L A TIN  AM ERIC A

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 i t 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 s tarted 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 1952?
Mr. Moscoso. 1952, $18 million.
Mr. Passman. Thank you.

L A TIN  A M ERIC A N  G O V ERN M EN TS O V ER T H R O W N

Could you tell us how many presidents have been assassinated since 1952 in various Latin American countries?
Mr. Moscoso. I 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:)

P r esid en ts  A ssa ssin a ted  an d G o v e r n m en ts  O v er th r o w n  in  L ati n  A m er ic a

Three Presidents have been assass inated in Lat in America since 1952: Ja n ­uary 2, 1955, Pres iden t Jose Antonio Remon of Panama; September  29, 1956, President Anastasio Somoza of Nicaragua; July 26, 1957, President Carlos Castillo Armas of Guatemala.
On May 30, 1961, Generalissimo Rafael L. Truji llo was assassinated. He was not, however, the President of the Dominican Republic at  the time of his de at h.Although the quest ion of the over throw  of governments sometimes raises various technica l and legal problems, our files indicate th at  there have been governments over throw n in 13 Latin-American count ries since Jan uar y 1, 1952. Of interest may be the fact that  in several count ries—Argentina, Colombia, Cub a,
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El  Sal va do r— go ver nm en ts  h av e been  o ver th ro w n o n a t le ast  tw o oc ca sion s duri ng  
th is  pe rio d.

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 tha t 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.

D E V E L O PM E N T  C R ED IT S

Mr. Passman. There never has been a witness before th is committee 
who referred to aid items as loans as often as you did in your sta te­
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 star t 
believing i t ourselves.

I made it a point to ask Secretary Dillon specifically abou t this 
mat ter.  I said:

In  yo ur  pr of es sion al  po si tion  as  a ban ker , Mr. Sec re ta ry , wou ld  yo u ac tu a ll y  
ca ll t he se  th in gs l oa ns , i f th ere  is n o i n te re st ? Wou ld th ey  com e u nder  th e  c at egor y 
of  har d loa ns?

S e c re ta ry  D il l o n . N o .

Going fur ther, he said :
The y cal l th em  dev el opm en t cr ed its,  an d I th in k  th a t is a go od  nam e fo r th em .
I am not going to be a par ty 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 th at  a very sub­

stan tial amount of lending is done on other terms by the Expo rt- 
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. Eigh t. 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, tha t 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.

FLIG H T OF CAPI TA L FR OM  LATI N A M ER IC A

Has it  been established tha t the flight of capita l from La tin America 
is in excess of the amount of capital that we are putt ing in?

Mr. Moscoso. No, sir ; it has no t been established.

87 94 8— 62— pt.  3------2



16

As a matter  of fact, 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 tha t information?
Mr. Moscoso . This is not Latin  American money; this is th e tota l deposit in the Swiss banks.
Mr. Passman. It  is a guess?
Mr. Moscoso. That is right . Jus t like the flight of capital.
Mr. Rhodes. I doub t if anyone would say tha t the loss of $7 billion was not a substantia l flight of capital.
Mr. Passman. I wish you would get Secretary Dillon’s recent  st ate ­ment. It  looks as if he surmises what is happening.
I quote from the Washington Evening Star for June  26, 1962:
Secre tary of the  Treasury Douglas Dillon last  nigh t called on wea lthy Latin  Americans to reverse  the  flow of capi tal the y are now sending abroad and inves t these funds at  home where he said they are  sorely needed.
It  appears tha t we have n ot been very persuasive.
Mr. Moscoso. May I say tha t the information tha t 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. Miller . Total deposits, not just  Latin American deposits.
Mr. Passman. You have nothing to substantia te it. It  is a guess.
Mr. Moscoso. I do not know if the  total  can possibly be obtained.
Mr. Passman. You cannot even obtain the names of the  investors, can you?
Mr. Moscoso. 1 do not know whether  you can or not. I 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.

CO ST  OF A L L IA N C E  FO R PR O G R ESS

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

Mr. Gordon. To pu t a figure on this  over the  10-vear period I must say I find very difficult.
I have not  made calculations and  I really do not know what my guess would be worth. If you want me to make------
Mr. Andrews. Th at  is all I am asking. Th at  is all you can give.
Mr. Gordon. Well, sir, I  would guess for these par ticula r purposes over the  10- year  period that  something in the  neighborhood of $2.5 billion or so might be indica ted. That is a r ate  of $250 million a year.
Tha t was to get the program sta rted.
According to my interp retation of the legislation tha t just passed for 

fiscal year 1963, the Congress authorized $2.4 billion, fiscal year 1963 
through fiscal year 1966. Th at would be about $600 million for fiscal year 1963, would it not?

Mr. Moscoso. Yes.
Mr. Martin. I think Mr. Gordon’s testimony was on behalf of the IDB Social Progress Trus t Fund.
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Mr. Passman. The Alliance for Progress program is what 1 am 
talking about.

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

Mr. Andrews. 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. Gordon. DLF, no.
With respect to ICA, there are certain technical assistance activities of ICA in 

fields other than these.
For example, in improving industria l 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. Gordon. That is right.
Mr. Passman. T am not talking about technical aid. I am talk ­

ing about the Alliance for Progress program.
Is tha t what  you had in mind, Mr. Andrews?
Mr. Andrews. Yes.
Mr. Passman. We realize tha t we are going to have to borrow this 

money for them to spend.

A SSO C IA TIO N  OF A ID  W IT H  IN T E R  A M ER IC A N  D E V E L O PM E N T  B A N K

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

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

Mr. Passman. You have to coordinate the operation?
Mr. Moscoso. Th at is righ t—of the Tru st 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.

T R IP  OF ID B  O F F IC IA L S  TO  E U R O P E

Mr. Passman. I shall mention,  then, two expense accounts, and 
they would indicate that our Latin American friends 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 Ju ne 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 littl e drinks—$1,048.68; 
transp ortation, $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 tha t ma tter  sometime at your 
convenience?



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 th at trip some $24 million of bonds of the Bank  were negotiated anti sold. The Bank, as you know, is trying to create a market for securities.
Mr. Passman. That happened subsequent to this trip?

Yes.
When did they sell these bonds, and where were

Mr. Moscoso . 
Mr. Passman. 

they sold?
Mr. M oscoso. 
Mr. Passman. 
Mr. Moscoso. 
Mr. Passman. 
Mr. Moscoso.

’Phe negotiations  took place in Rome.
Where did they sell the bonds?
In Rome.
To whom were they  sold?
$24.2 million of bonds of the Bank were sold to agroup of banks headed by the Bank of Ital y and managed by the Mediobanca, 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 appropriat ion, and you had not expended it?
Mr. Moscoso. Tha t is right.
Mr. Passman. Regardless of other factors, could they have, justified tha t type of an expense account? Do you spend tha t much money when you go out, Mr. Ambassador?
Mr. Moscoso. No; Mr. Chairman. This type of trip, I can imagine, required a good b it 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, I do not  want to defend it.Mr. Passman. If they had moved the Bank of Ita ly to Washington on a bo at it would not have justified tha t type of expense account.Mr. Moscoso. Mr. Chairman, I happen to have been a director of a bank and t hat  I know in order to sell our paper we had to get bankers around the table.
Mr. Passman. Mr. Cutler said:
We w en t to  all  th e  big  fin an cia l co un tr ie s— Eng la nd , F ra nce , W es t G er m an y, It a ly , Sw itz er lan d,  H ol land , an d Belg ium. An d as  a d ir ect re su lt  of  th a t tr ip , we  go t thos e four  par ti ci pat io ns from  th e tw o big  ban ks in W es t G er m an y,  on e in It a ly  an d one  in Sw itz er land — $27 5,000 in  on e of  ou r lo an s.
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.

CO ST  OF  ID B BO ARD  OF G O V ERN O R S C O N F E R E N C E

There are, I  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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Mr. Passman. They had a meeting in Rio in 1961. This is the 
expense account:
Trav el of Directors , officers, and sta ff_____________________________  $92, 698
Local services (secretaria l, tran slat ion , guards, etc.)_________________  19, 638
Pr int ing ------------------------------------------------------------------------------------ 6, 859
Tra nsp ortation  of records , documents, and  e quipment_______________  2, 644
Ren tal of interp ret ation  and oth er equip me nt______________________  1, 560
Re pre sen tat ion ________________________________________________  17, 745
Sundry expenses_______________________________________________  2,21 4

Tot al___________________________________________________  143,358
They planned  another one for about a year  late r, 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 th e Trust  Fund money was used for tha t. As a matt er 
of fact in the trust agreement between the United States  and the 
Bank it is expressly stated tha t no funds of the  T rust Fund will be 
used for tha t purpose.

Mr. Passman. Out of what  fund was i t 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 o ther countries of Latin 

America.
Mr. Passman. The Bank has about three “windows,” to which Mr. 

Cutle r referred. They got i t o ut of window 3 instead of window 1.
Mr. Moscoso. Mr. Chairman, if I  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, tha t people 
know how you operate. I have  had a lit tle b it of experience with tha t. 
Sometimes you feel this is the kind of money that could be bett er 
spent  in some other manner,  but  nevertheless when you sta rt to find 
a market for your paper-----

Mr. Passman. Which one are you 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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IN T E R E S T  ON  U .S . CA PIT A L C O N T R IB U T IO N  TO  ID B

Mr. Rhodes. Mr. Chairman, is this not the same Bank where 
we pu t our capital in-----

Mr. Passman. The same.
Mr. Rhodes. 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. Tha t is correct.
Mr. Rhodes. I suppose these expenses must have come from the 

profit and loss s tatement, and since it did not have any substantia l 
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 
statem ent and not out of the capital account.

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

Mr. Rhodes. The Bank would have shown a loss if it had not 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 
administ ration but the disbursement was made under the Kennedy 
administra tion.

Mr. Rhodes. I cannot disagree with my chairman.
Mr. Gary. Will the gentleman yield?
Mr. Passman. Yes, I 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 subscribed 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 pu t up it s money for the capital and other countries were not.  
I would like to have some explanation for that .

Mr. Rhodes. 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  unders tand, there were calls 
made on all the nations bu t with the alternative of paying, or giving 
a non-interest bearing note. All other nations gave a note, bu t 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. Bu t there is no satisfactory  explanation.

Mr. Gary. And nobody has said why. I was wondering why tha t 
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, M r. Chairman. 

(The information supplied follows:)
The De partm ent of the  Treasury has supplied the following information 

concerning the  pay ment of U.S. subscript ions to the  ord inary capital and  the  fund  for special operation s of the  Inte r-Am erican Development Bank .
The agre eme nt establish ing the Inte r-Am erican Development Bank provides th at  paym ent  of the  amount subscribed by each country  to the  paid -in capi tal 

stock of the Bank  would be made in three installments? The first installm ent,  which was 20 p ercent  of the amount subscr ibed, was due  not late r tha n September 
30, 1960. The  second installm ent,  for 40 percent of th e amount subscribed,  was due not la ter  th an  October 31, 1961. The thi rd and  final i nstallm ent  of 40 perce nt of the  subscrip tion will be due on or before October 31, 1962. The  agreement 
prov ides  with respect to the  fund for special operations th at  the  quota  of each 
member would be paid in two equa l installm ents . These installmen ts were due not later than  Septemb er 30, 1960 and October 31, 1961.

Of each ins tal lment  due, for paym ent of both ordinary  cap ital  subscript ions and quo tas in the  fund  for special operation s, the  agreement provides th at  50 percen t is payab le in the  form  of gold or U.S. dollars and  50 percen t is payable  in 
the  currency  of the  member. The  la tte r may tak e the  form of nonnegotiable,  
non-interes t-bearing notes or secur ities payable  on demand, provided th at  the  currency  involved is no t requ ired by the  Bank for the  conduct of its operations.

The  U.S. subscription to the  paid-in cap ital  of the  Bank  is $150 million, and the  three inst allm ents ment ioned above thu s amounted to $30 million, $60 
million, and  $60 million, respective ly. The U.S. quo ta in the  fund for special operations is $100 million, and  each of the  two equal  inst allm ents  ment ioned above thu s amoun ted  to $50 million. The first two inst allm ents  on paid- in 
capi tal—aggrega ting  $90 million—have alre ady  been paid  and  the quo ta in the  fund  for special operations— $100 million— has now been paid  in full.

The first ins tallments  on both the  paid-in cap ital  and  the quota  on the  fund 
for special operations  were p aid by the  Uni ted Sta tes in 1960 e ntirely in the form of cash dollars. In October 1961 pay ment of the  second instal lment  of the  paid-in 
cap ital  a nd of one-ha lf of the  second installment of the  fund for special operation s was made  in cash. The  remaining  one-half of t he  installmen t due on the  quota  
in the fund for special operation s—equal to $25 million—was paid in the  form 
of nonnegotiable, non-interes t-bearing demand no tes. On May 8, 1962, however, notes in the  amoun t of $30 million were sub sti tut ed  for the  equ ivalent amoun t in cash which the United  Sta tes had  paid  in as ord inary cap ital  in October 1961 
The following tab le presents  the  four U.S. pay ments  thu s far  made to the  Bank and  the form in which the  paymen ts were made.

The  decision to make  in itia l cash pa yments r ath er  th an  to  issue notes was taken 
after consultation with  app rop ria te congressional leaders and was base d upon U.S. intere st in placing the  Bank’s operations on a sound financial basis from 
the outset,  thu s laying the  groundwork for sat isfactory and  successful operations in the  future.

Pay ments  of U.S.  subscriptio ns to the ordinary capi tal and  the fu nd for special 
operations of the Inter -American Development Ba nk

[In th ousa nds of dollars]

Tota l Cash Notes

Ord inary cap ital: ’
1st instal lme nt (Sept.  30,1960)......... ............... . .................... 30,000

60,000
30,000
30,0002d inst allm ent (Oct. 31,1961)’....... ........................................

To ta l............ ................ ......................... . ......................
30,000

90,000 60,000 30,000
Fu nd  for special operations:

1st installm ent (Sept. 30,1960).............. ............. ............. 50,000
50,000

50,000
25,0002d ins tallment (Oct. 31, 1961)1...............................................

To tal ....... ................ ........... ........... ........... . .................. .
25,000

100,000 75,000 25,000

1 3d and final in stal lment of $60,000,000 is due on or before Oct. 31,1962.3 I nit ial  pay ment effected e nti rely in cash; on Ma y 8, 1962, however , $30,000,000 in non-interest -bearing notes  was sub sti tut ed  for an  equal  amount in cash.
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Mr. Passman. Thank you, Mr. Ambassador.
I am not going to win any particular awards for being critical of 

wasting this money, but tha t is my responsibility.
Mr. Moscoso . But you will agree with me tha t 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 tha t 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 putt ing 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 . 1 agree.
Mr. Rhodes. Mr. Chairman, I think Mr. Moscoso is giving the 

international bankers a bad name. I did not realize you could get 
money from them merely by enterta ining them.

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

DET AIL S ON  1961 C O N FE R E N C E  IN  RIO  DE JA N E IR O

Mr. Andrews. Mr. Chairman, may I 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. Martin. It  was April 1961.
Mr. Passman. And when did you get the first appropriation for 

the Bank? I believe it was September 1960. They certain ly got off 
to a fast start .

Mr. Andrews. Could I  find out what the result of the  par ty was? 
How much capital did you add to the Bank?

Mr. Moscoso . I understand Secretary Mart in was there and per­
haps he could answer that.

Mr. Andrews. 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  i t 
is very difficult to trace any subsequent action to any particular 
function or pa rticula r affair.

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

Mr. Moscoso . 
Mr. Andrews. 
Mr. Moscoso. 
Mr. Passman. 
Mr. Moscoso . 
Mr. Passman.

$24 million.
I thought it came from I taly?
Yes, from Ita ly.
Did not some come from Germany? 
Yes, sir, participations.
Tha t 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 .

FIS C A L  Y EA R 19 63  D E V E L O PM E N T  GR ANT PR OGRAM

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

G R A N T S  TO  P O S S E S S IO N S  O F E U R O P E A N  P O W E R S

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  a fter that.

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

Mr. Moscoso . Yes, sir.
Mr. Passman. Does i t include any other possessions?
Mr. Moscoso. Surinam, which is a D utch  possession.
Mr. Passman. Does any other  country have possessions tha t will 

be included in this $99,850,000 you are requesting for development 
grants?

Mr. Sternfeld. 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 I said, $99,850,000. And it will all 

be new money.
Mr. Sternfeld. There is $10 million no-year funds left over from 

last year unprogramed.

FIS C A L  Y EA R  19 63  R E Q U E ST  FO R D E V E L O PM E N T  CR ED IT S

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. Sternfeld. I think there was an error on tha t part. It  is 

supposed to be $510 million.
Mr. Passman. But it is shown here as $510.4 million.

FIS C A L Y EA R  196 3 R E Q U E ST  FO R S U P P O R T IN G  A SSIS TA N CE

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. Sternfeld. That is correct.
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Mr. Passman. Do you have any other  grants  or aid or credits 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 avai l­
able.

PU B L IC  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, Air. Chairman?
Mr. Passman. Tha t is correct.
Mr. Moscoso. We have a program of $136,800,000 for titles I 

IV, Public Law 480.
and

FU N D S A V A IL A BLE FR OM  ID A AN D ID B

Mr. Passman. What about the In  ter-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?

$170 million estimated from the trus t fund.
What about  the International Development Asso-

Mr. Moscoso. 
Mr. Passman. 

ciation?
Mr. Moscoso. 
Mr. Passman.

I do not have that , Mr. Chairman.
But  the Latin  American countries are eligible?

Mr. Moscoso. They would be eligible; yes, sir.
Mr. Passman. It  is p art  of the program down there?
Mr. Moscoso. It  is an in ternational organization.
Mr. Passman. But it makes available money for Latin America? 

Could you find out how much from th at 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.

E X PO R T -I M P O R T  BA N K  C O N T R IB U T IO N

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

Mr. Moscoso. Tha t 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. Andrews. 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 tha t in the past about 40 percent of the  
Bank’s to tal 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. T ennant. We do not have the tota l figures on the Expor t- 

Impo rt Bank.
Mr. Passman. I think the Expo rt-Im port  Bank has requested 

about  $1.3 billion for fiscal 1963. Assuming tha t 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 abou t $480 

million.
Mr. Sternfeld . In fiscal 1960 they made worldwide long-term 

loans of $765.6 million, of which Latin America was $113.4 million.
Mr. Passman. Th at 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. Passman. We are concentra ting to a large extent on Latin 

America, are we not, so would it likely be less than  $575 million?
Mr. Sternfeld. The historical pat tern  shows i t is closer to $200 

million.
Mr. Passman. When did you have the $575 million?
Mr. Sternfeld. $575 million was in fiscal 1961.

MILIT ARY ASSIS TA NC E 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 relative ly new program, Mr. Chairman.
Mr. Passman. But  tha t is a fact, tha t much of it goes into the 

economy, and is what  we would usually think of as economic aid?
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Mr. Sternfeld. 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 par t of the military aid program is going in the civil or economic part  of the program.
Mr. Moscoso. I would have to get th at information, Mr. Chairman.Mr. Passman. But some of it goes into the economic part of the program?
Mr. Moscoso. That  is correct, M r. Chairman, and I  will be glad to get the informat ion.
(The information follows:)

P o rtio n  o f  M il it a r y  A ssis ta n c e  P rogr am  U se d  fo r  E conom ic  P u r po ses  
in  L a tin  A m eric a

There is no plan to use mili tary  assis tance  funds for economic aid in Latin America in fiscal year 1963, according  to  the  Depar tment  of Defense. In certa in cases, equ ipment and/or train ing have  been included in the  mil itary assistance program to be tte r enable regularly con stit uted mil itary uni ts to und ertake  work which is in consonance with the ir organic n atu re and  a t the  same t ime  will benefit the  Nat ion as a whole. The characterist ic example is use of engineer troops to open up roads . The mil itary assistance con tribution for these “civic ac tio n” activitie s is for equipment and /or training.

U .N . C O N T R IB U T IO N S

Mr. Passman. How about  the United Nations and the inter ­nationa l 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.

IN V E S T M E N T  G U A R A N T E E  FU N D

Mr. Miller. There is one in the investment guarantee field, Mr. Chairman.
Mr. Passman. Is this a governmental agency?
Mr. Miller. No, sir; it is par t 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 guaran­tees. As you will recall, this is broken into several facets.

TO TA L U .S . A ID  TO  L A T IN  A M ERIC A

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, M r. Chairman.
Mr. Passman. Wha t is the tota l amount?
Mr. Moscoso . We have the worldwide figures on the investment guarantees .
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Mr. Tennant. 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 interna tional  agencies las t 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 wan t to sta rt with 
the $510 million, plus the $100 million, plus the $15 million, which is $625 million.

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

Mr. Passman. We unders tand tha t. Go to the next item.
Mr. Sternfeld. The next item would be the Expor t-Import Bank.
Mr. Passman. There you had a high of $575 million and a low’ of how much?
Mr. Sternfeld. $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 trus t fund.
Mr. Passman. Th at is the trus t fund only, but  it is a spigot from 

which you will get money?
Mr. Sternfeld. Th at is correct.
Mr. Passman. What is next?
Mr. Sternfeld. What we could do here is include all the inter ­

national organizations; $286 million would include the IBRD, IDA, 
IFC , IDB regular funds, U.N. technical assistance program-----

Mr. Passman. Go ahead and give it tha t way.
Mr. Moscoso. Sir, we gave the l ast year’s figure on an average.
Mr. Passman. What we want to know is what you requested.
Mr. Sternfeld. 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 t ha t with all the other sources 
of aid you have available. The only way wre can ascertain what you 
may have available is to pu t 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 America.

Mr. Passman. I want  you to pick out every spigot and give the 
total  amount of money tha t 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 w ant the total  in  one place.
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Mr. Moscoso. $200 million is the  avera ge for the in ter na tio na l 
organizat ions including ID B regula r fun ds,  and  of course  we ha d the 
$133 million for Food for Peace.

Mr.  Passman. We do no t wa nt  to miss  th at  one.
Mr. M ille r. Mr . Chairma n, I want to point ou t the re is da ta  in 

the hook for each co un try  showing wh at  othe r a ssis tanc e is given them.
Mr. Moscoso . The tot al I have here is $1,378,250,000.
Mr.  P assman. Th an k you , Mr . Am bassador.  You see how  th at  

pu ts this thi ng  before us.
You come up with  a rel ative ly small bill, when in real ity  you 

have $1,378,250,000.
Mr. M oscoso . I wa nt to call yo ur  at tent ion to the  fac t in the 

int ern ati on al lend ing organi zat ion s the re is parti cip ati on  by  oth er 
countries.

Mr. P assman. We un de rst and th at . We hav e the  giveaw ay pa rt  
and they  have  the  high in ter es t pa rt .

Gen tlem en,  can you th ink of any othe r foreign aid spig ots for 
Lat in Ame rica?

Mr. Andrew s. Mr. Ch airma n, did  you  cover the  U.N.?
Mr.  P assman. Yes.
This gives u s a to ta l pro gra m of $1,378,250,000 envisioned for 1963, 

based in par t on prior year pro gra ms , and  it could  be subs tant ia lly  
above th at .

Mr . Moscoso . Or it could  be less.
Mr . P assman. I t is no t ap t to  be less.

PR U D E N T  L E N D IN G  ANTIC IP ATED

Mr. Moscoso. Since we are  enga ged in lending opera tions  and we 
try to be prud en t l enders,  if the loan is n ot  of a typ e th at  merits  con­
sidera tion we will no t make it, and  it ma y be poss ible it will no t be 
as much as we have  here.

We have some figures, for ins tance,  from  the  Export-T mp ort  Ba nk  
in which the  lending the re thi s year has  been su bs tant ia lly  less tha n 
the lend ing level before.

Mr.  Passman. You had be tte r get  anoth er limb to lean on tha n 
the  Ex po rt- Im po rt Bank. Can  the  Wor ld Ba nk  ma ke hard loans 
there?

Mr. Mo sco so. Yes. Th ey  are mak ing them. Th ey  jus t made one 
to Colombia .

Mr . P assman. Th an k you , gent lemen.
We shall recess until 2 o’clock this  afte rnoon.

A FT E R N O O N  S E S S IO N

Mr.  P assman. The sub com mittee will come to order.

TOTA L FU N D S A VAIL A BLE  FR OM  ALL SPIG O TS

We finally, thi s mo rnin g, ended up wi th $600 million for fiscal 
year 1963. How ever, when we pu t tog eth er all the  seg ments , the 
act ua l req uest and the est imate s from  the  in ternat iona l org ani zat ion s 
the  tot al am ou nt  for  La tin  America would be $1,378 mill ion. Were 
those the  figures?

Mr.  Moscoso . $1,378 million.
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But what  we were requesting is the Agency for Interna tional Devel­
opment participat ion.

Mr. Passman. 1 said all segments, and from all spigots of foreign 
aid, tha t what you are requesting, the amount available from inter­
national funds and from o ther  sources, including the minimum of the  
Export-Import Bank, there would be available, if you 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. I said that  we est imated tha t, 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. Passman. And it  could be more?
Mr. Moscoso. And it could be  less, too.
Mr. Passman. In what field do you figure i t 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-Im port  Bank-----
Mr. Passman. What did you pu t into the Expo rt-Import Bank?
Mr. Moscoso. $250 million.
Mr. Passman. In 1 year they had $575 million?
Mr. Moscoso. Yes, sir.
Mr. P assman. So this, under the same conditions, could go up by 

$300 million, and if it went down i t 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. I only wan t to show how much money would be 

available.
Mr. Miller . In terms of the Expo rt-Import  Bank it is my under ­

standing this is the amount loaned and does not include repayments 
from previous loans tha t were made in dollars, so tha t the actual 
amount effectively made available is considerably less than the $250 
million estimate that was based on the record of past activities.

Mr. Passman. Aon 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 

tha t, in the meeting of the nations  in Latin  America and the United 
States, of the Economic and Social Council at Pun ta del Este, a figure 
was used which indicates a substantia lly larger figure ne e' 
external resources in order to be able to achieve a rate  o 
growth of 2.5 percent per capita per year. This is not
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 bo ttom­
less pit until maybe you can see a 2.5-percent increase.

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

U N E X P E N D E D  BALANCES

What is the anticipated unobligated balance for the area tha t 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 tha t 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 tota l AID unexpended balance at the end of 

fiscal year  1962 we would estimate at $503 million.
Mr. Passman. Under AID alone?
Mr. Sternfeld. Under AID.
Mr. Passman. How about  the Food for Peace?
Mr. Sternfeld. 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 oppo rtun ity to make a mental note of the figures.

(The requested information follows:)
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Mr. Passman. If you will, get up the unliquidated sums which 
would be comparable to the $1,378,250,000 tha t you would have for 
fiscal year 1963, under projections. Give us the tota l 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 jus t 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 gran t category.

Mr. Passman. How much?
Mr. Sternfeld. That was the  figure of $49 million.
Mr. Ford. $49 million out of the  to tal available in fiscal year 1962?
Mr. Sternfeld. A tota l of $119 million t ha t was available in 1962.
Mr. Ford. About one-third  of your  money was no t obligated?
Mr. Moscoso . That is right.

FRO ZEN  FU ND S FOR LATIN AMERICA

Mr. Passman. When we pu t together these unliquidated balances 
to get the total, which will be d irectly under the new request from all 
segments, it will be $1,378,250,000. Now, could you indicate the 
amount of these funds tha t 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. Sternfeld. Wc can b reak tha t out.
Mr. P assman. You have about $90 million in aid committed to Peru .
Mr. Moscoso. Including the Export-Import Bank and the Inte r- 

American Development Bank.
Mr. Passman. And the AID program also?
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AID  TO  P E R U

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

Mr. Moscoso. The Social Progress T rust Fund?
Mr. Passman. That is one of the three windows in this bank.
Mr. Moscoso. The other is interna tionally  controlled so we did 

not----- -
Mr. Passman. In view of the political situat ion in tha t country,  

it would mean tha t 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 bette r, Mr. Chair ­
man, and we are all hopeful there will be.

Mr. Passman. If there would be a change for the bet ter  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 tha t question to Secretary Mart in 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 include 
military  in  the $90 million?

Mr. Sternfeld. No.

R E A P P O R T IO N IN G  FR O Z E N  FU N D S

Mr. Passman. In the event the situat ion there should remain as 
is, under the legislation you could reappor tion tha t to other nat ions?

Mr. Martin. I could not answer whether you could reapportion  
the funds already committed. I suppose there would be a way under 
which you could do so. This is a legal question under your commit­
ment authority.

Mr. Moscoso. Tn the case of the bank I would not know.
Mr. Passman. How about the AID 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 t hat  this would have to be 
looked into carefully from a legal or an internationa l 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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A ID  TO  CH A NGIN G G O V E R N M EN T S

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 thei r 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 i t 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. Tha t is all I  want to know, whether or not we have 

money available in this program which can 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. M oscoso. I do not think, Mr. Chairman, tha t 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 tha t 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 it?

SU S P E N D E D  AID  TO  P E R U

Mr. F ord. 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. Ford. 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 tha t remains 
going is the Public Law 480 program as of now.

Mr. F ord. Why are you doing that?
Mr. Martin. Titles II  and II I of 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 no t suspend that .

Mr. Passman. Here is 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 th at you have  the credit under this program, $90 million 
to Peru, and we know th at  we are not supposed to be, and we are not,



35

in accord with the views ol the present military government tha t overthrew the elected officials.
How long are yon going to continue this money available for Peru?(Discussion off the record.)
Mr. Passman. Aon have $90 million, over and ab^ve Public Law 480 programs that  are continuing, and this money will remain to the credit of Peru, and the hope tha t at some subsequent  date  there will be a friendly government, in the present government  or some other government, through which you can continue the program?
Mr. Martin. That  is the present situation as I unders tand it.
Mr. Rhodes. Wouldn t it be well if we could have an off-the-record briefing on this situation in Peru?
Mr. Passman. 1 hope we can have it on several countries, because they do not stand alone in this category.
Mr. Rhodes. This, however, is the hot test  spot in Latin  America right now.
Mr. Passman. If the members of the committee want a policy briefing we should have it . We shall go off the record for that  purpose.(Discussion off the record.)
Mr. Tennant. The unliquidated figures you asked for earlier will give us some difficulty, because we will have to go to o ther organiza­tions and it will take us some time.
Mr. Passman. We consider i t advisable to know what is available, and unless you put it together tha t would not  be known.

A R G E N T IN E  G O V E R N M EN T

There is a similarity between what has happened in Argentina  and what has happened in Peru; is that  correct?
Mr. Aloscoso. I believe Secretary Martin made a pre tty  good distinction 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.

CUM ULATIV E A ID  TO  P E R U

Air. P assman. We have given our friends in Peru approximate ly $350 million. Am I making a correct statement ?
Air. Aloscoso. I do not have the entire listing, bu t-----
Air. P assman. If you pick up 1962 you will find it  is approximately $350 million, and when they got ready to overthrow a friendly govern­ment they just moved in a Sherman lank, took the President and p ut  him on an island.

SO CI AL REFO RM S

Air. Aloscoso. One of the differences between this previous alloca­tion of funds, the assistance we have given Latin  America and today’s program is tha t we are required,  as I believe the Congress wishes us to require tha t these fundamental  social reforms take place.
Now, whenever you have social reforms taking place there are bound to be tensions and there is bound to be someone against the reforms taking place.
Air. Passman. The program would certainly  fail without the re­forms.
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Mr. Moscoso. But you can see how some of these political difficul­
ties we encounter take place.

(Off the record.)

ST ABIL IT Y OF LA TIN ' AM ER IC A N - G O V ERN M EN TS

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 in to Peru; but 
notwithstanding tha t fact, the military  overthrew a duly elected and 
installed Government?

Mr. Moscoso. Tha t is correct.
Mr. Rhodes. 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—not in a 
violent manner—but there is bound to be some loss in the political 
movement forward.

Mr. Rhodes. Then you apparently  feel this resort to force rath er 
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. Rhodes. I thought we were working toward stabi lity and not 
instability.

Mr. Moscoso. Yes, sir; tha t is what we are trying to do but  I 
repeat th at 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 part y 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 atti tud e toward tha t par ty 
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. Rhodes. Do you mean tha t the unions which backed Haya 
de la Torre were not willing to press these reforms?

Mr. Moscoso. Tha t 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 nat ion today and becomes unfriendly 
the following day? Throughout the world, with all the governments  
that have been overthrown since the inception of the ATD 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 tha t T would not be 
able to answer.
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In the case of the Dominican Republic, I think there has been the 
downfall of a d ictator brought about.

We cut off what we were able to cut off at tha t time, Mr. Chairman.

D O M IN IC A N  R E PU B L IC  SU GAR QU OT A

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

Mr. Moscoso. That is true, Mr. Chairman, but I stress the fact 
tha t 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 tha t one point.
Mr. Conte. In all fairness, will the chairman yield there?
Mr. Passman. Yes.
Mr. Conte. Congress gave them tha t sugar quota.
Mr. Passman. Yes. It  was Congress that worked out tha t formula. 

But it follows that we had our dealings with the Dominican Republic, 
under the dictatorship, and gave them a par t of the original Cuba 
sugar quota—tha t is Congress did—and they earned par t of the 
premium, did they not?

Mr. Moscoso . Until the administ ration decided to impose an 
import fee.

Mr. Passman. They still exported to America 1.1 billion pounds of 
sugar, at a p art  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 par t of the premium, did they not?

Mr. Moscoso . I could no t say-----
Mr. Passman. Let me say for the record tha t 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 tha t is, the ou ts 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 tha t much of it a fact?

Mr. Moscoso. Tha t is right.
Mr. Passman. You do not know whether the new Government will 

be friendly or unfriendly, and you 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 s tar t the AID program again?

Mr. Moscoso. Mr. Chairman-----
Mr. Passman. Would tha t be your unders tanding, Mr. Secretary?
Mr. May. Yes, sir.
Mr. Passman. Thank you, sir.
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U N E X P E N D E D  FU N D S F O R  A R G E N T IN A

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 Argentina, $28,385,000.
Mr. Passman. That is ju st the ATD portion?
Mr. Moscoso. Yes, sir.
Mr. Passman. Just your particular  program?
Mr. Moscoso. That is right.
Mr. Passman. Would you put  all categories in the record?
Mr. T ennant. We will file it for the record.
(The requested information follows:)

Cumulative unliquidated economic assistance to Argentina by agency as of June  30, 
1962

[In thousands  of dollars]
Agency  Am ou nt

Agency for Inte rna tional  Develop men t_____________________________ $28, 385
Export-I mp ort  Ban k___________________________________________  125, 843
Intern ational Bank  for Reconst ruct ion and Develop men t____________  137, 605
Inte r-Am erican Deve lopment Ba nk_______________________________  36, 872

Tot al___________________________________________________ 328,705
Source: AID , procram statistics, Jun e 30, 1962; Exp ort- Import Bank of Washington , sta tem ent  of a p­

proval loans and  author ized credits, Jun e 30,1962; Inte rna tio nal Bank for Reconstruction and Developm ent , 
statement  of loans, Ju ne 30,1962; Inter-American De velopment Bank, s tate ment of approval  loans, Ju ne  30, 
1962.

Mr. Passman. I might say, as we go along with this examination, 
tha t wc shall have the same type of questions on every country, so 
you might s tar t 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 a id 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 superm arket method, and you draw off a 
little out of the different spigots, and we have to know what is 
available.

A ID  PRO G R A M  IN  A R G EN T IN A

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 1963?
Mr. Moscoso. Th at 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 w hat 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 credits, 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. Bu t any money paid back goes right  back into the 
fund to be plowed in again, does i t not?

Mr. Moscoso. Yes, sir.
Mr. Passman. So i t remains in the foreign aid program?
Mr. Moscoso. Yes, sir.
Mr. Passman. Th at 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 tha t as you did on the others? 
(The information requested follows:)

Est imate d economic assistance to A rgentin a for  fiscal year 1963 
[In thou sands o f dollars]

Agency Am oun t
Agency for Intern ational Developmen t_________________________  (Classified)
Food for peac e______________________________________________  do

To ta l________________________________________________  do
Note .—The Ex port- Im port Bank, Inter-Am erican Deve lopm ent Bank, In ter­

na tional  Bank  for Reconstruc tion  and  Development, and  the  Int ern ationa 
Development Associat ion only  lend funds for specific project proposals, thu s esti­
ma tes  are not  av ailab le for the  amount of assistance to a country  in a given year . 
Es tim ates of to ta l fiscal year 1963 lending by these  agencies have been supplied 
to  the  committee. Since the y are not  under AID  jurisdiction, however, no 
cou ntry break down can be determined. In  fiscal yea r 1962, these  agencies 
auth oriz ed the  following amoun ts in loans to Argentina :

Agency Am oun t
Ex port- Im port Bank____________________________________________ $51, 859
Inte r-Amer ican  Deve lopm ent Ba nk_______________________________  39, 426
Inter na tio na l Bank for Reconstruc tion  and  Develop men t____________  95, 000
International Developmen t Associatio n___________________________ ________

Tot al___________________________________________________  186,285

T O TA L  A ID  PRO G R A M ED  FO R  A R G E N T IN A

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

Mr. Moscoso. $522.6 million.
Mr. Sternfeld. Economic and military.
Mr. Passman. Total?
Mr. Sternfeld. $538 million.
Mr. Passman. $538 million through  fiscal 1961.
How much did you have programed for fiscal year 1962?
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—credit---- ■
Mr. P assman. How firm is the $22 million?
Mr. Moscoso. It is quite firm.

D IS PO SIT IO N  OF DOLL AR C R E D IT S  E A R N E D  BY  R E C IP IE N T  C O U N TR IE S

Mr. P assman. 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 S tates against the dollars they earn from their exports: is th at 
correct?

Mr. Moscoso. That is correct.
Mr. Passman. Is tha t your understanding, too, Mr. Secretary?
Mr. M artin. That is the usual case unless people build up reserves, 

which can happen.
Mr. P assman. I know, 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, tha t automatically 
releases to them all or part , large or small, of the dollars they earn 
to do with as they see fit?

Mr. Moscoso. Tha t could happen,  sir.

PU R C H A SES OF U .S . GOLD BY A R G EN T IN A

Mr. Passman. We have had such a fabulous AID program for 
Argentina, it would appear tha t 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 I paraphrase,  
“You are now getting a return on your dollar investments and you 
can use the investment in your economy. We would advise against 
it. ”

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 tha t 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 Departm ent tha t discour­
aged these transactions, but  they did buy the gold.

When this program was getting underway, and tha t 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 i t back, now, and if i t 
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 .S . GO LD  R E S E R V E S

Mr. Passman. While all this was happening, during th is 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 Internatio nal 

Monetary Fund—give them their gold back and we take  our  currency 
back—we are down to $15.4 billion. It is an alarming situat ion, 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  Kennedy, is his concern about this problem, 
lie 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 
Italy, Germany, France, 3 to 5 years in advance, it is a good th ing he 
is put ting forth the effort or we would be in a mess.

D E V IC E S TO  STO P O U T FLO W  OF GO LD

Mr. R hodes. Your use of the word “device” was a little unfor tu­
nate. 1 suggest the possibility in this instance that  we need more 
than a device, we need an agonizing reappraisal.

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

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 partic ipation in local costs of 
loans.

Mr. Passman. It  follows, nevertheless, tha t while the President is 
trying  to correct all these things, our balance of payments  situation 
is 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 s ituation; it will take 
more than  talk.

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

Mr. Passman. If it is reversing, tha t 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? 1 notice 

while Secretary Mart in 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. Anything tha t you 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 
I f  explain only part ly because I only spoke about  it in part , is the 
fact tha t the Peruvian situat ion 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.

A ID  TO  CU BA

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, l ast year. This is in the record:

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

Mr. Woodward. At least, I would say.
Mr. Gary. Th at is on the sugar  loan.
Mr. P assman. No, that  also includes oth er aid.
Mr. Wood wird. The sugar  subsidy has been $2,100 million. Aid has been 

$52 million. That is $2,152 million. I think  if we looked arou nd, we could 
certainly find at  least a hundred  million more of various kinds  of assistance.

Mr. P assman. A person could use $2,250 million and  not  be far off base as to 
the  tota l subs idy or aid to Cuba in the  past 14 years?

Mr. Woodward. I would thin k th at  would be very close.
That does not prove any thing o ther 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 Eas t, and pick one out in 
Latin America, which indicates tha t money in itself will not solve 
our problems.

Mr. Moscoso. Tn the case of Cuba I want to recall the fac t th at 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 increased dividends.
Mr. Passman. For the purchase of things in America.
Mr. Moscoso. For the U.S. shareholders in the Cuban sugar 

industry.
Mr. Passman. 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.

N U M B E R  OF  AI D M IS SI O NS IN  L A TIN  A M ERIC A

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 in 

some of the  countries, or are you 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. P assman. 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.

A ID  M IS SIO N S IN  PO SSE SSIO N S OF E U R O P E A N  PO W E R S

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. Passman. 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 tiie aid program, or is it mutua lly 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 tha t this is a reciprocal contract.  I do not know of any aid missions th at Great  Britain has sent to our possessions, such as Guam or the Virgin Islands.
Mr. Moscoso. I am afraid they have not had the resources.Air. P assman. If I wanted to be taught  banning and how to run indus try, I would go to Grea t 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 the ir responsibility. Your gave us that on 1963. How many did you have in fiscal year 1962? J

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

PR O PO SE D  E CO N O M IC  IN T E G R A T IO N  IN  CEN T R A L  A M ERIC A

Mr. Moscoso. The idea is that  we hope there will be economic in­tegration  ol the Centra l American countries, and as the integration continues i t is supposed to be completed around 1966.
Mr. Passman. Please explain briefly about tha t integration.
Mr. Moscoso. Like the Common Mar ket operation in which the tariff between the countries will be reduced and there will be a com­mon tariff surrounding all of the  countries.
Mr. Passman. You are very optimistic, are you not, about  having all this accomplished by  1966? Because in Europe, with its  advanced industr ial nations, they say it will take  15 years before they properly work ou t their Common Market problems.' Then it  will be only on a 50-pereent basis. If you envision this kind of progress I would like to get more information on it.



4 4

Mr. Moscoso . There are two things tha t happened. First there is 
the European experience that  has coine to show that  this can take place 
a lot quicker. The other  thing is that in the case of the Latin-American 
countries we are dealing with countries with the same language, same 
religion, same cultural  background; so it  should be a l ittle  easier to 
bring it about.

Mr. Passman. Even with the stability in Europe, and the great 
progress they have made in their indus try and banking, they envision 
15 years before it can be brought about, and then only on a 50-percent 
basis. You are going to accomplish the same type of thing in Latin 
America by 1966?

Mr. Moscoso. They have done something like this.
The reason for tha t is that they are gaining from the European 

experience, they now have something to go by. A lot of th is can be 
psychological. When they see tha t Europe is growing economically 
at a very fast rate-----

Mr. Passman. You would not think 1 was being sarcastic if I 
suggested we exchange a little psychology and use fewer dollars?

Mr. M oscoso. We have been trying to do that.
Mr. Passman. With what degree of success?
Mr. Moscoso. I am trying. I am giving a lot of a ttent ion to the 

Central American economic integration. I went there personally, spent 
a week setting  up this small regional team, which we hope will even­
tually result in the merging of all these national missions.

Mr. Passman. Give us a little  information as to whether tha t is 
working s trictly  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 M arket.

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

Mr. Moscoso. Tha t 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 tha t are taking care of the integra tion movement, 
like the Central American Bank for Economic Integra tion.

Mr. Passman. Is tha t 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, I am trying  to indicate to the Centra l Americans the desir­
ability of this type of economic integration.

Mr. Passman. Anyway, it is a combination of psychology and dol­
lars to bring about  tota l integration by 1966.

Mr. Moscoso. Yes.
Mr. Passman. At a tota l cost of what amount?
Mr. Moscoso. We have not projected to 1966.
Mr. Passman. How could you envision tha t you will complete the 

program by tha t time? It  looks as if you would have worked the 
dollar amount along with the other statistics .
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Mr. Passman. None of your experts here this afte rnoon would have the answer?
Mr. Moscoso. No, I do not think so.
Mr. Passman. You do have a group of statis tics, 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 stat istics to feel tha t you 

would conclude this activi ty in 1966. Give us the dollar components.Mr. Moscoso. Yes, sir.
(The information supplied follows:)

C e n t r a l  A m er ic a n  E conom ic  I n teg ra tio n

The  five  C en tr al  Amer ican  co un tr ie s of  C ost a Rica,  N ic ar ag ua , El Sal va do r,  
H on du ra s,  an d G uate m ala  h av e co m pl eted  ac tion  on  a tr e a ty  w hich  re qu ires  th em  
to  es ta bl ish a co mmon  m ark et by  1966; i.e ., an  arr an gem en t in which  th ey  wi ll 
m ut ua lly  el im in at e ta ri ff s on al l co mm od iti es  be ing tr aded  w ith in  C en tr al  Amer ­
ican co un tr ie s an d th e  es ta bl is hm en t of  a co mmon  ex te rn al  ta ri ff . T hey  ar e als o 
pled ging  them se lv es  in th e  ser ies  of  t re ati es to  es ta bli sh  a  C en tral  Amer ican  Ban k 
fo r Ec on om ic In te gra ti on , a  ce ntr al  cl ea rin gh ou se , a per m anent Sec re ta ri at , uni­
fo rm  in ves tm en t in ce nt iv e law s, an d a  un ifor m  co de  of  cu stom s adm in is tr at io n .

Eac h of th e  m em be r co un tr ie s ha ve  contr ib u te d  a $2 mi llion  eq uiv al en t of  a $4 mi llion  su bs cr ip tion  to  th e  Ban k.
Alth ou gh  th is  m ark et o nl y includ es  a  po pu la tion of fro m 11 to  12 m ill ion  peop le,  

th is  econom ic in te gra tion  m ov em en t is tr u ly  dy nam ic  fo r th e  co mmon  m ark et in 
C en tr al  Am erica re pr es en ts  n o t on ly  a fre e tr ade  ar ea , a dy nam ic  mod er n ac hi ev e­
m en t itself , bu t it  also re pr es en ts  a un ion of 5 co un tr ie s w ith  a co mm on  tr ad it io n  
an d he ri ta ge  to  po ol  t heir  re so ur ce s to w ar d a co mm on  go al  o f econom ic an d social ad va nc em en t.

Fin an ci al  as si st an ce  ha s be en  pr ov id ed  to  su ppo rt  th e  es ta bli sh m en t of  region al in st it u ti ons,  includ ing th e  C en tr a l Amer ican  B an k fo r Eco no mic  In te gra ti on , th e  
P erm anent S ec re ta ri at  fo r Ec on om ic  In te gra ti on , an d th e  Su pe rior  Cou nc il fo r 
H ig her  Edu ca tion . T hr ou gh fiscal  yea r 1962, th e  U nite d S ta te s has  m ad e av ai l­
ab le  $3 ,33 5,0 00  in g ra n ts  a nd  a  lo an  o f $5 mi llio n div id ed  for  th e  fo llowing  purpo se s:
C en tr al Amer ican  Ban k for  Ec on om ic  In te gra tion:

Relen di ng  ca pit a l (d ev el op m en t loa ns ) (a u th ori zed)___________ $5, 000, 000
In dust ri a l de ve lo pm en t loan s,  Ju ne 1961 (g ra n t) ______________  2, 000, 000
Reg iona l fe as ib il ity an d (g ra nt ) en gine er ing st udi es , Ju ne  1962  _ 1, 000 , 000P erm anent S ecr et ar ia t fo r C en tr al  Amer ican  Eco no m ic  In te gra ti on :

E st ab li sh m ent co sts  of region al  (g ra nt ) st a ti st ic a l office, Ap ril  1962_ 10, 0 00
Su pe rior  Co un cil  of C en tr al  Amer ican  U niv er si ty  R ec to rs : E sta b ­

li sh m en t of  ba sic  sci ence  (g ra nt ) co ur se s in  all  5 C en tr a l Amer ican  
co untr ie s-----------------------------------------------------------------------------------  325, 000
I t  is ex pe ct ed  th a t th e  U nited  S ta te s wil l pr ov id e ab o u t $10  mill ion in gra nts  

to  st re ng th en  region al in s ti tu ti ons be tw ee n fisc al year 1963 and  fisc al ye ar  1966. I t  is n o t po ss ible to  pre dic t a t th is  tim e th e  vo lum e of ec on om ic  de ve lo pm en t 
loan s which  ca n be  ha ndl ed  regi on al ly  in st ea d of b il at er al ly  sin ce  th is  will  de pe nd  
on  th e  sp ee d w ith which  th e  var io us  se ct or  an d re gi on al  pl an s ca n be  de ve lope d.

As ec on om ic in te gr at io n pr oc ee ds  it  is re as on ab le  to  ex pe ct  th a t an  incr ea sing  
nu m be r of econom ic and soc ial  de vel op m en t pr ogra m s no w be in g ca rr ied on 
b il at er al ly  co uld be  mor e ef fic ient ly  han dl ed  on  a  re gi on al  ba sis . Thi s will 
re su lt  n o t on ly  in th e  eff ici en t use of  av ai la ble  equ ip m ent an d  pe rs on ne l b u t will re du ce  th e  co st  of th e  op er at io n.

The  yea r 1966  wil l m ar k th e ful l es ta b li sh m ent of a  Com m on  M ark et am on g 
th e  co un tr ie s.  The  forego ing  in st it u ti ons and  oth er s no w be ing cr ea te d shou ld  
ha ve  be co me st re ngth en ed to  su ch  a po in t th a t it  sh ou ld  be  po ss ib le  to  co nt in ue  th is  proc es s of co ns ol idat ion and  to  tr ansf er to  th es e in st it u ti ons muc h of th e 
p la nni ng  and  work on econom ic and social dev el op m en t as si st an ce  now ca rr ied 
on  b il at er al ly  by  th e  va riou s A ID  miss ions  in  C entr al Amer ica.

Mr. Rhodes. If the chairman will yield-----
Mr. Passman. Yes.
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PO L IT IC A L  IN T E G R A T IO N  IN  C E N T R A L  A M ERIC A

Mr. Rhodes. Is there any movement toward political integra tion 
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. Passman. Are you spending dollars in this field? Is this a 

section within itself?
Mr. Moscoso. Yes, sir; we have kept  i t separate.
Mr. Passman. Under whose leadership is that , the political integra­

tion section?
Mr. Moscoso. As a mat ter of fact, the integrat ion movement in 

Latin  America is under a Sec retaria t which was created by  the T reaty 
of Managua. The Secretariat functions pre tty 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 tariffs, elimination of tariffs, as a matte r of 
fact. I think only 50 products were exempted. Right  now they are 
having a meeting in Costa Rica so that Costa Rica can obtain  acces­
sion to the Common M arket. 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 a t this moment in San Jos6 to 
see if Costa Rica will be accepted. Apparently it is a foregone con­
clusion tha t Costa Rica will be accepted.

Mr. P assman. 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. Tha t is paid by the countries themselves, Central 

American countries.

D IR E C T -H IR E  P E R S O N N E L  P L A N N E D  FO R  A ID  PROGRAM

Mr. Passman. Could you tell us the number of personnel antici ­
pated to be on board when you get in to full operation in fiscal 1963?

Mr. Moscoso. In all the countries?
Mr. Passman. All categories, all countries?
Mr. Moscoso. 830.
Mr. Passman. Is tha t j ust United States  personnel?
Mr. Moscoso.Yes.
Mr. Passman. Strictly  under the aid part of the program?
Mr. Moscosi.  Yes, sir.
Mr. Passman. Could you give us the number  under the other 

programs tha t we had discussed?
Mr. T ennant. We have no figures. You mean on programs not 

under this bill?
Mr. Passman. Not under this.



We do not have them with us, sir.
Does that figure included technicians th at  you are

This includes technicians, 830.
8 3 0 ----7.Technicians.
Technicians?
Th at is right.
Wha t was the number of personnel on board in

Mr. Tennant.
Mr. Passman. 

assigning?
Mr. Moscoso.
Mr. Passman.
Mr. Moscoso.
Mr. Passman.
Mr. Moscoso.
Mr. Passman. 

fiscal 1962?
Mr. Moscoso. In 1962?
Mr. Sternfeld. This is May  31, 1962. 

was 861.
Mr. Passman. You are reducing the number of technicians?
Mr. Sternfeld. By 31.
Mr. Passman. That is encouraging, but you are going to be admin­

istering a la rger and more diversified program?
Mr. Mosc oso. Yes, but as I mentioned at  the beginning, Mr. Chair­

man, we are moving into more of a lending operation and concentrating 
the gran t operation, the number of projects .

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

Mr. Moscoso. That is right , sir. And fewer technicians.
Mr. Sternfeld. Fewer technicians and some more money.

The number of technicians

CO ST FO R  T E C H N IC IA N S

Mr. Passman. In fiscal 1962 you had for technicians $17,894,000? 
Mr. Sternfeld. Th at is right.
Mr. P assman. Total. In 1963 the  cost of technicians is $17,679,000. 
Mr. Sternfeld. So tha t 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  righ t on making  tha t subtraction there?

Mr. Passman. United  S tates  employed 845?
Mr. Sternfeld. We are saying it is 861 as of May 31. $215,000 

difference.
Mr. Passman. By reducing 15 employees?
Mr. Moscoso. Th at is right.
Mr. Montoya. Thirty-one.
Mr. Sternfeld. Thirty-one  it  is.
Mr. Passman. You have your part icipants  and contract services, 

and all that,  in addition?
Mr. Moscoso. Yes.

CO NTR ACT  P E R S O N N E L  AND S E R V IC E S

Mr. Passman. Under the contractual service, do you knowr the 
number  of employees tha t would be involved?

Mr. Moscoso. 105 as of May 31, 1962.
Mr. Passman. Employees under contractua l services?
Mr. Moscoso . That is right.
Mr. Passman. That is costing for fiscal 1963, $24,925,000?
Mr. Sternfeld. That is right.

87948— 62— pt . 3-
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Mr. Passman-. What other expenses would be under contrac tual 
services?

Mr. Moscoso. What o ther 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. Stehnfeld. We do not have tha t broken out as to the overhead, 

people, materials, commodities.
Mr. Passman. In these contractua l services you go to a trade 

school or foundation or university or college, or any person who can 
establish himself as an agency for the purpose of employing techni­
cians, and you enter into the contract for your technicians?

Mr. Stehnfeld. Yes.

CO NTR ACT OR OVERHEAD F E E  AN D  A V E R A G E  T E C H N IC IA N  CO ST S

Mr. Passman. What is the average precentage of cost as related  to 
the salary tha t 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. It  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 figure, 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. Stehnfeld. The only average cost we have is the average cost 

per contract technician.
Mr. Passman. What is tha t?
Mr. Stehnfeld. $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 $25,000?

Mr. Moscoso. $25,000.
Mr. Stehnfeld.' The average cost of the technician himself. Are 

you referring to the overhead par t of it, too?
Mr. Passman. I 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. Stehnfeld. $25,000.
Mr. Passman. Average salary?
Mr. Stehnfeld. Tha t is the total cost, including all the back- stopping and overhead, $25,000.
Mr. Passman. Does that include the technician’s salary.?
Mr. Stehnfeld. Correct.
Mr. Passman. What is his salary, average?
Mr. Stehnfeld. 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 t ravel, what  you are going 
to have for salary, what  you are going to pay the firm t ha t recruited 
the technicians?

Mr. Moscoso. Mr. Chairman, I assure you that  1 will get those 
figures 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. Montoya. Will the chairman yield?
Mr. Passman. Surely.
Mr. Montoya. In going into contractual services, does not this 

item fall into two categories? Namely, contracts  with firms for the 
supplying of technicians?

Mr. Moscoso. That is right.
Mr. Montoya. And also contracts with individuals?
Mr. Moscoso. That is right.

ADVAN TA GES OF  CO NTR ACT  E M PL O Y E E S

Mr. Montoya. Now, what  is the advantage in contracting these 
services ra ther than making them become employees?

Mr. Moscoso. Mr. Congressman, the brief experience I have had 
in the agency indicates to me tha t for certain jobs it is preferable to 
have personnel hired in certain instances under cont ract for short 
periods of time rather than put  them on as permanent employees. 
It  gives you a g reater degree of flexibility. Although for a period of 
time it may appear tha t 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 permanen t employee, you know7 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 tha t person than a cont ract person.

LIS T OF  T EC H N IC A L  S E R V IC E  CO NTR ACT S

Mr. Montoya. As a ma tter  of fact, I happen to know there are 
quite a few people working for this agency under long-term contract 
as individuals, and there are other contrac ts 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 tha t now.
Mr. Moscoso. I am happy to be able to give it to you.
(The information follows:)
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C R IT E R IA  FO R  AW A RD IN G  CO N TR A CTS  IN  T H E  U N IT E D  STA T E S

Mr. P assman. In awarding these contracts to employment agencies, 
consulting firms, colleges, schools, universities, do you t ry 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. Passman. Thank  you.
Mr. Moscoso. There is no discriminat ion whatsoever.
Mr. Passman. You try to get some of them in every State, do you 

not, if they  meet the criteria?
Mr. Moscoso. I do not know of an effort made d irectly to see that 

there is one from every State .
Mr. Passman. But you do like to have wide d istribution of these 

contracts?
Mr. Moscoso. T prefer that.
Mr. Passman. To have all 50 States , if they meet the criteria?
Mr. Moscoso. Tha t is right.
Mr. Passman. Of course, there are advantages  to that .
Mr. Moscoso. Absolutely.
Mr. Miller. Mr. Chairman, in every case the contractors meet 

the standards and procedures which have been established by the 
Agency for the contracts  and contrac tors themselves. We have rules 
and regulations tha t govern the  use of contractors. As Mr. Moscoso 
pointed out, there is no effort to distribute these, but there is a non­
discrimination policy.

Mr. Passman. I said if they met the criteria, and I thought tha t 
was broad enough to mean that you do have a se t of standards.

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

Mr. Passman. When tha t is established, you stand  on your sta te­
ment tha t 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 appropria tions tha t will not be 
funded hi fiscal 1963? There would be two categories, those tha t you 
had completed, and those you had discontinued.

Mr. Moscoso . Tha t is right.
Mr. Passman. You have them broken in two sections?
Mr. Moscoso. I will get it.
Mr. Tennant. While we are waiting for tha t, may I say tha t last 

year in response to a question from Governor Montoya we did file 
in the record information on contracts including average salary per 
man-year.

contract or service fees

Mr. Passman. I think tha t SO percent fee for recruiting and back- 
stopping technicians is a fa t, juicy proposition.

Let me stat e again, so tha t I  am not  trying to overstate my case or 
understate  yours, when you pay the 80 percent fee, certainly  tha t 
support s the overhead of the agency th at is doing the recruiting.
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Mr. Tennant. I was only referring to the salary at that point. 
This does show average salary per man-year  and lists-----

Mr. Passman. What does it show as average salary?
Mr. Tennant. They varv 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 tha t covers a variation of technicians in many different 
fields.

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

Mr. Passman. We wan t 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 tha t some regions would be 
less. If so, let the record show that.

(The information supplied follows:)

A v er a g e  C o n tr a c t  C ost s

Th e following figures repr esen t the average an nu al cos t for sa lar y,  tra ve l, 
overh ead , an d prof it co mpu ted  from the larges t rec en t cont racts  issu ed to  com ­
mercia l co nt ractor s for tec hn ica l serv ices  for  th e Lat in  Americ an Bu rea u of 
AID:
Averag e technic ian  sa lary  pe r man  ver ye ar ______________________  $13, 213. 89
Averag e cos t pe r tec hn ici an  pe r ye ar ____________________________  1, 726. 67
Averag e overhe ad  cos t pe r ove rse a tec hn ici an  pe r ye ar ___________  7, 261. 52
Averag e fee to  co nt ra ctor  pe r technic ian  ye ar  ye ar ________________ 3, 767. 31

Th e compu ted  ov erhe ad  as appl ied  to  th e above ind ivi du al sal ary  am ou nts to 
ap prox im ate ly  55 pe rcen t for  oversea tec hn ici ans. Ov erh ead and fee as com ­
pa re d with  sa lary  am ou nt  to  ap prox im ate ly 84 pe rcen t.

These  overh ead ra tes wh en used in cos t co nt ra ct s are pro vis ional ra tes  su bjec t 
to  po st au di t an d ad ju stm en t by  AI D.  Th e mos t rece nt  ra tes au di ted are  use d 
in nego tia tin g th e new  prov isional ra tes for  succeeding co nt racts an d for  use in 
nego tia tin g fixed ra te  co nt racts.

T ER M IN A TE D  A N D /O R  CO M PLETED  PR O JE C T S

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

Mr. Moscoso. The projects to be terminated in L atin America-----
Mr. Passman. Termination by successful completion?
Mr. Moscoso . Yes. In 1962 there will be a tota l of $11,973,000. 
Mr. Passman. Not tha t many projects?
Mr. Moscoso. You mean number of projects?
Mr. Passman. Yes, and money, too.
Mr. Moscoso . In round 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 tha t down, the difference 

between termina tion and completion. We have the total.
Mr. Passman. Could you give tha t 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:)

P r o je cts  C o m pleted  an d T er m in a ted  in  L ati n  A m eric a  D u r in g  F is cal  Y ea r  
1962

Atta ched  is a country-by-coun try breakdown  of the  153 projects  completed 
and terminat ed in the Latin American count ries during fiscal yea r 1962 a nd the ir 
to tal  cost from inception to completion. The number of completed  projects 
was 78. Total  cost was $24,484,000. The number of terminat ed projects  was 
74, and  to ta l cost was $41,398,000. The total  cumulative cost, accord ing to 
prelimina ry 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 year 1962. Projects 
terminated refers to two catagories :

(1) Projects  where U.S. p articipatio n has been withdrawn and  the  act ivi ty has 
been absorbed by the host government.

(2) Projects  which have been eliminated to concent rate resources  on higher 
prio rity objectives.
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Summary

The number of projects completed and terminate d i n La tin  Americ a d urin g fis cal year 
1962 and their total cost

Cou nt ry Co mpleted

C um ul a­
tive  obl iga ­

tio ns  (in 
thou sa nd s 
of dol lars)

Ter m in ­
at ed

Cum ula­
tiv e ob liga ­
tio ns  (in 
tho us an ds  
of dol lars )

Arg en tin a_____________________________________ ____ 3
3
5
8

245
54

1,210 
3,125

Bol iv ia _______________ ____________________________
Bra zi l_____ ______ ________________  _______________
Chi le ....... ..................................................................................... 4

4
6

10
2
9
1
1
4
4
8
5

13

5,508 
3,052 
2,062 
5,604 
2,499 
6,095 

500 
209 

1,295 
500 

3,255 
3,105 
7,208

Co lombia__ ______ ______ ____ _____ ____ ___________
Co sta  Rica____ ____ ___________  ___________________ 4 1,129Ec ua do r_______________________ ______ ________ ____
El S a lv a d o r .. _____________________________________ 2

5
2
1

329 
3,370 
1,858

228

Gua tem ala________________________________________
H ait i_______ _______ __________________ __________
Hon du ra s_______ ___ ____ ________ _________________
Mexi co___ ____________________________ ______ _____
Nicarag ua _____________________________  __________ 5 

10
2

12
1
1
3
2
6
3

i,  i i3  
3,746 

494 
3,699 

104
1

340
346
978

2,115

Pan am a____________ _____ _________________________
Par ag uay . _ ____________________ __________•
P e ru .. .. '______________  _________________ _____ ____
Ven ezue la_________________________________________
Brit ish H ondu ra s__________________ _______________ 1 329Su ri na m __________________________________ ________
Ja m ai ca _______________  _________ ________ ________
Eas te rn  Car ib be an _____ ___________________________ 2 177Re gi on al____________________________________ ______

T ota l_________________________ ______ ________ 78 24, 484 74 41,398

Mr. Montoya. I was going to get into that . Tn other words, you found i t necessary to terminate  a few of the projects?
Mr. Moscoso. Yes.
Mr. Montoya. Wha t were the  reasons for those terminations?
Mr. Moscoso. The majo rity of them we found that  there were bett er 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. Montoya. Were these p rojects 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 tha t.Mr. M ontoya. 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 dis­continue?
Mr. Moscoso. Yes, a better use of funds.
Mr. Passman. Notwithstanding the fact that  we had made sub­

stan tial  expenditures, and tha t would be lost, you found tha t a higher priori ty would make a be tter  investment in the end?
Mr. Moscoso. Not exactly tha t 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 bette r use of the funds.

87 948— 62— pt . 3----- 5
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Mr. Passman. When we speak of pro jec ts, of course, we are  cover­
ing the entire  field?

Mr. Moscoso . Tha t is right.
Mr . Passman. You have  ce rta in  pub lic works pro jec ts,  maybe 

digging a canal or a dit ch , or bui lding a chickenhouse.

PH A SEO U T OF S E R V IC IO -T Y P E  O PER A TIO N S

Mr.  Moscoso. For ins tance,  to  give you an example of th e typ e of 
ope ration we a re terminating, we have in La tin  America,  as you  know  
quite well—I am sure  all of you fam iliar with La tin  America know  of  
the  Servic io type opera tion s in which a jo int ventu re  was star te d 
betw een the  hos t coun try  and  the Un ited Sta tes . In  some ins tances  
this  Servic io really took the  plac e of and  served  the functio n of a 
regula r de pa rtm en t of gover nm ent  because the re was no de pa rtm en t 
of gov ernment th at  could  un de rta ke  th at  job,  in agr icu ltu re and  in 
edu cat ion  and  heal th.

As thes e countries progressed, some have m ade  progre ss, it  h as been  
possib le for us to tu rn  over  thes e ope rations  to the  cou ntr ies  th em ­
selves. In  some ins tance we hav e been able  to pha se the m ou t in 1 
single  year. In oth er ins tances  we told  them , all rig ht,  we will do it  
ove r a period of 1 o r 2 years  an d the n smal ler a mo unts are  ap prop ria ted  
un til  finally  the  Servicio is tak en  over by the  Minist ry  and we no 
longer hav e any thing  to do wi th it.

W ha t was the cos t of the 104?
A n et  of ab ou t 46—a ne t red uct ion . 
Then,  wh at  was the  cost  of the 104? 
We will be ha pp y to give it to you.

PR O JE C T S ST ARTED IN  1962

Mr. P assman. Did  you su bs tit ut e the  othe r pro jec ts for the  ones  
th at you discont inue d?

Mr. Mo sco so.  We star ted 104 in 1962, Mr. Ch airma n, 104 new 
pro jects.

Mr. Passman.
Mr . Mo sco so.
Mr . Passman.
Mr . Mosc oso . We will be ha pp y to give it  to you . We do no t 

have  it.
Mr . Passman. How  m uch did you allo cate  to the 104 pro jec ts?
Mr . Mosc oso . We will give you  the  figure . We ha ve n’t go t the  

breakdown.
Mr. P assman. Can  you  also proje ct thes e cost s to com pletion ?
Mr. Mo sco so.  Yes, sir.
Mr . M ontoya. Mr . Ch air man—would  you also de tai l the  natur e of 

the  pro jec t when you su bm it it for the record?
Mr . Mosc oso . Yes. We will hav e a brie f des crip tion  of it.
(N ot e: The inform atio n was supplied to the com mit tee .)

NUM BERS OF PR O JE C TS IN  L A T IN  AM ER IC A

Mr. Passman. Do you  know how ma ny  pro jec ts, under all ca te ­
gories  and  all the  dif ferent  spig ots of aid , th at you  have in Lat in  
Amer ica?

Mr.  Moscoso. We have  ab ou t 500, Mr . Ch airma n, if my  memory 
serves me right.

Mr . P assman. Ab out 500 s epara te pro jec ts.
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Mr. Moscoso. Under AID.
Mr. Passman. Under AID alone, 500 projects?
Mr. Moe coso. Yes, sir.
Mr. Pass ,ian. Th at does not include military.
Mr. Moscoso. No, sir.
Mr. Passman. It  does not include any of the byproducts of milita ry, 

such as the civic projects tha t they may start?
Mr. Moscoso. No, sir.
Mr. Passman. This does not include the Peace Corps?
Mr. Moscoso. This is jus t 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 I interject, that does not include any pro jects 

that may be financed by development funds?
Mr. Moscoso. Development loans?

Yes.
No. This includes the “development gra nt”

Mr. Montoya.
Mr. Moscoso . 

category.
Mr. Montoya.
Mr. Moscoso.
Mr. Montoya.
Mr. Moscoso.
Mr. Montoya.
Mr. Moscoso.
Mr. Montoya. 

categories, plus the  500.
Mr. Moscoso.  That is right. 
Mr. Passman.
Mr. Moscoso.
Mr. Passman.
Mr. Moscoso.
Mr. Passman.

Wha t about loans?
Where technical assistance is given.
What about loans?

We have about  50 loans.
Is tha t in addition to the projects you mentioned? 

Yes.
So you would add those to the many  different

Would you say there is a thousand in all categories?
No.
How many are there?
About 550.
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 , streetca r 
track or ditch, or something like tha t, tha t 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, economic aid 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.

PL A N N E D  FIS C A L Y EA R  1963  P R O JE C T S

How many new projects do you anticipate will be s tart ed in fiscal year 1963?
Mr. Moscoso. We are contempla ting s tarting 43 projects.
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Mr. Passman. 
Mr. Moscoso. 
Mr. Passman. 
Mr. Moscoso . 
Mr. Passman. 

ment credits? 
Mr. Moscoso. 
Mr. Passman.

Forty-three new projects?
Yes, sir.
The costs?
Of course, that is plus the others we have in existence. 
You would also be star ting  projects under develop-

That is right.
Those projects would be added to the others you 

have enumerated, to get the total number?
Mr. Moscoso . Tha t is right, sir.
Mr. Passman. Tha t 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. I 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. Sternfeld. These are fiscal year 1963 estimates.
Mr. Passman. You have given them to us from your records, as to 

the numbers?
Mr. Sternfeld. Tha t is correct.
Mr. Montoya. Mr. Chairman?
Mr. Passman. T yield to the Governor.
Mr. M ontoya. Mr. Ambassador, among these projects do you have 

any for the construction of roads or building of dams or any irrigat ion 
works?

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

Mr. Montoya. Are they repayable in dollars?
Mr. Moscoso. Some are.
Mr. Sternfeld. 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 tha t we still consider projects.
Mr. Montoya. What is the largest project for road construction 

tha t 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 ge t 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 tha t one project?

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

C O N SO LID A TIO N  OF P R O JE C T S  BY  SEC TO R

Mr. Passman. You show project by sector. It  is conceivable 
tha t 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 
big cont ract? It  will be rather diversified, will it not?

There are subprojects?
Mr. Moscoso. I would no t think  so, Mr. Chairman. I would say 

tha t-----
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 tha t you would have many 
subprojects under a capital  project; is tha t right?

Mr. Sternfeld. Under the $225,000, yes.
Mr. Passman. Is t ha t correct?
Mr. Sternfeld . You could have more than jus t one.
Mr. Passman. I was speaking of agriculture. This is ju st 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 unders tand 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. Th at would be known as a subproject?
Mr. Moscoso. That is right. There might  be one or two agri­

cultura l 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 caption, 
“ A sector projec t,” as it all branches out under these sector cate­
gories?

Mr. Moscoso. Th at is right. The road project, the largest one 
tha t we have is $7,100,000.

Mr. Montoya. Where is tha t?

LO A N  R E PA Y M E N T S

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

Mr. Montoya. When do you sta rt paying the interest?
Mr. Moscoso. They are supposed to sta rt paying interes t 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. Sternfeld. 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 par t goes back to the 

Treasury?
Mr. Sternfeld. Under the old Development Loan Fund.
Mr. Passman. Tha t is correct?
Mr. Moscoso . Yes, sir.
Mr. Passman. One of the exper ts yesterday challenged my state­

ment to tha t effect.
Mr. Moscoso. The contractor is Morrison-Knudson.

BU D G ETA RY  SU PPO R T

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 litt le closer to getting them over.
Mr. Passman. There are development credits already for Bolivia. 
Mr. Moscoso. Yes, sir.
Mr. Passman. Notwithstanding that fact, you have budgetary 

support, cash transaction, in the amount of $———?
Mr. Moscoso. Yes, sir.
Mr. Passman. You could n et pass up getting  a l ittle  out of every 

spigot, could you?

U N E X P E N D E D  BA L A N C ES C R E D IT E D  TO  B O L IV IA

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 $-------- budge tary suppo rt should disappear

there would not be any g reat harm done, would there?
Mr. Moscoso. Yes, sir.

FI SC AL Y EA R  19 63  PR OGRAM  FO R  B O LIV IA

Mr. Passman. How much do you have projected for Bolivia for 
fiscal year 1963?
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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. 
Mr. Moscoso . 
Mr. Passman. 
Mr. Moscoso.

It  is j ust  ge tting it out  of two different spigots. 
In one case-----
You consolidate the check when you send it  out .
In the case of the gran t, we have specific projects 

for which we al locate the funds.
Mr. Passman. It  accomplishes the same thing the other four would, 

and tha t is to buy or pay for something?
Mr. Moscoso. Yes.
Mr. Passman. If you buy milk you would get j ust  as much out of 

one fund as you would ou t of the  other?
Mr. Moscoso. Th at is correct.

Under commodities you have $19,927,000?
Yes, sir.
Which is about 17 percent  of the tota l request for

Mr. Passman. 
Mr. Moscoso. 
Mr. Passman. 

gran t aid?
Mr. Moscoso. 
Mr. Passman. 

last  year?
Mr. Moscoso.

Th at is right,  sir.
Wha t was the amount of the request for this area 

$19,290,000.

N A T IO N A L  D E V E L O PM E N T  PLA N S

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 

jud gm ent  on L atin  American n atio nal  development plans is no t overly enthus iastic 
abou t Chile’s blue prin t, in particu lar  the  l and  reform proposal.

Do the wise men still main tain that  feeling?
Mr. Moscoso. Yes, sir. They have made their views known.
Mr. Passman. So far as Chile is concerned, tha t just  about  puts  

them on ice for the time being?
Mr. Moscoso.  The Chilean Government is reviewing their program. 

They are in the talking stage?
Yes, definitely.
How about the other  two?
Colombia has progressed very well, sir. The World

Mr. Passman. 
Mr. Moscoso. 
Mr. Passman. 
Mr. Moscoso. 

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 tha t 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 n ot got a firm plan yet?
Mr. Moscoso. They do have-----
Mr. Passman. That is 1 out of the 19 nations which has a plan tha t 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. I will give you some specifically.
Mr. Passman. I am talking about specific plans.
How much money is budgeted for assistance for na tional develop­ment plans in your area?
Mr. Sternfeld. 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 develop­ment plans?

FU N D S FO R A SSIS T IN G  FO RM U LA TIO N  OF D E V E L O PM E N T  PL AN S

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 tha t there 
will be loans to the extent of between $-------- and $-----— .

Mr. Passman. That is development credits, between $--------and
Mr. Moscoso. $--------and $--------- .
Mr. Passman. Tha t is a 50 percent spread.
Mr. Moscoso. Yes, because it pretty much depends upon the type of projects tha t can be financed.
Mr. Passman. It  could be under -------- , if the thing does not

develop as rapidly as you anticipate?
Mr. Moscoso. Yes.
Mr. Passman. I yield to Governor Montoya.

CO UNTR Y C O N TRIB U TIO N S TO D EV ELO PM EN T PL ANS

Mr. Montoya. Who pays for the expense of developing, formu­lating, 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 Inte r- 
American Development Bank, the Economic Commission for Latin  America, and the Organization of American States.

Mr. Montoya. Do you ever-----
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Mr. Moscoso. In  the case of Chile for instance, Chile  prep ared th eir 
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 hav e 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 assis tance  in  the  
preparation of their plans We prefer not to do it.

Mr. Montoya. In how many instances have you done that?
Mr. Moscoso. There are probably about five or six, sir.
Mr. Montoya. Will you supply tha t information by cou ntry  and  

amount?
Mr. Moscoso. Yes, sir.
Mr. Montoya. Now, Mr. Ambassador, why do you think it is 

necessary to finance the formulation of these plans by these countries?  
I do not think  t ha t was contemplated by our act.

Mr. Moscoso. Pa rt of the development of a country, Mr.  Congress ­
man, is undoubtedly the development of their governmental struc ture 
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 te rms 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 prio rity  
areas.

Mr. Montoya. Aren’t you actual ly encouraging these count ries 
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 sta rt the planning function in their  countr ies. 
The Organization of American States, which has this $6 million  th at  
we turned over to them as par t of the Act of Bogota, has been ma king  
the bulk of the grants  to the countries to assist them in the formula tion 
of the ir national plans.

Mr. Montoya. I do not  mind telling you, Mr. Ambassador, th at  
I think tha t is a very unwise procedure because giving you a para llel 
situat ion, supposing the Small Business Administra tion gave every­
body tha t wanted  to come in and borrow some money some free money 
to do the planning. I do not think  tha t would be wise banking  
procedure.

Mr. Moscoso. I gran t you that , Mr. Congressman, except th at  
you must bear in mind wha t we are trying to accomplish. We are 
trying to bring about  a transfo rmation of these economies.

Mr. Montoya. Subject to further correction, when you supply 
the figures for the record, what would you estimate  has been g ranted 
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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S u pp o r t  of L ong-R a n g e  P l a n n in g  Ac t iv it ie s  in  L a tin  A m eric a  fo r  F is c a l  
Y ea r s  1 9 6 2  and  1 9 6 3

The Cha rter  of Pu nta  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 Intern ational 
Development is aiding these following countries  in drawing up the ir long-term  
national  economic plans:

Co untry  and  project
Pre lim ina ry

final
obliga tion, 
fiscal year 

1962

Es tim ate d 
obligation,  
fiscal year  

1963

Argentina : Assistance to Nat ional Development Cou nci l________________
Brazil:  Assistance to Nat iona l P lanning B oard_________________________El Salvador:  Pla nning Commission__________________________________
Nicaragua:  Nat ional Pla nning Office_________________________________
Panama : Nation al Econom ic Planning_______________________________
Para guay: Nat ional Econom ic Planning_______________ _____ . . . . . _____

$92,000

459,000
53,000

170,000
41,000

To tal____________________________________ __________________ 815,000 $707,000

1 Deleted.

Thursday, J uly 26, 1962. 
Mr. P assman. The committee will come to order.

FLIGHT OF CAPITAL FROM LATIN  AMERICA

On my way to the hearing this morning, i t was my privilege to visit 
briefly with one of the leaders in the Congress. During the conver­
sation, he called to my attent ion the fact tha t in Switze rland the Gov­
ernment has a publication quite similar  to the one published by our 
Federa l Reserve System, indicating the deposits, foreign and domestic, 
and there is one category which indicates the numbered accounts of 
investments from Centra l 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. Tha t is correct.
Mr. Passman. That does not, in all probability, change the fact 

tha t 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  grea t concern.

I believe Assistant Secretary of State  Goodwin testified recently 
tha t there had been an estimated flight of  capita l from L atin America 
in the amount of a t least $8 billion.  Ju st recently Senator  Morse, in 
commenting on the Alliance for Progress program in what seemed 
to be a critical vein, stated tha t 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 tha t we expect any gain 
whatsoever other than  to help them 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 fal l under the  yoke of communism, and lose what they
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have acquired, they had better get busy and help make th is program 
work. We are going to do our par t, but they must do the ir par t.

Mr. May. Mr. Chairman, I, too, would like to add for the record 
my own very great concern with regard  to the subject you have jus t 
mentioned. I wish to repeat th at we did  check into th is m atter  when 
we first heard from another source about this $10 bi llion figure. We 
were told tha t it did not represent an accurate statement. But now 
tha t you have brought this to our attention and you do have more 
specific informat ion, I wish to express my apprecia tion 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. P assman. 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 tha t the witnesses and the members could confide in each o ther 
and discuss these things factually. Yesterday we had a rather  en­
lightening exchange about this  same mat ter, 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. Chairm an, since you are implying now th at 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. Passman. The gentlemen is exonerated from any fault , but  I 
would have thought tha t i f the  others had the information, they would 
have mentioned it, and then have refuted it, or indicated th at they had 
information which indicated the report was inaccurate.

Mr. Miller. There are several points I would like to raise, XTr. 
Chairman. One is that we had earlie r discussed this parti cular figure 
during Air. Hamilton’s testimony, and an inser t has been placed in 
the record pertainin g to capita l flight from Lat in America, and con­
cerning the kinds of statistic s tha t have been given. Secondly, yes­
terday,  you will recall, there was the statement th at, according to the 
information we have at this time, the total bank deposits in Switzer­
land  are less than  $8 billion. I would like to ask the permission of the 
committee to make an insert at th is point-----

Air. Passman. The committee shall have a look at the  insert. The 
gentlemen realizes, no doubt, th at we must take in to account th at 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 tha t when you are refe rrin g to bank deposits, you are refer ring 
to only one segment of the grea t mass of wealth tha t has been accumu­
lated in Swi tzerland. We would like very much to see the sheet.

Mr. AIiller. Did I unders tand, Air. Chairman, that the $10 billion 
figure to which you referred  included gold in-----

Air. Passman. We said in numbered accounts. I shall not argue it 
with you. You have a perfect rig ht to put  in the record your state­
ment. I stated tha t the information I had obtained from high au­
thority  indicated what could be the  facts in the case.

Air. R hodes. I wanted to mention tha t, too, Air. Cha irman. When 
Mr. AIiller puts  his material in the record, I think it  migh t be well 
to have some sort of study on the manner in which the Swiss banks 
keep their books.
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Mr. Passman. 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.

(Info rmation subsequently supplied fol lows :)
D epo si ts  in  S w is s  B a n k s

Following is a table showing the reported deposits in Swiss banks by date 
and by category of bank. This information was obtained from the Inte rnational  
Monetary Fund Bulle tin for July 1962. The table includes “numbered accounts.”

According to Dr. Hans Mast, ass istant manager of the Swiss Credit Bank, the 
country’s second largest commercial bank, the numbered accounts represent only 
an insignificant portion of the tota l 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.

[Billions of dollars]

Date Tota l
ban k

deposits

Large commercia l bank s Cantona l, local, a nd savings  
banks Nat ional

bank
tota l

deposi tsTota l Sight
deposits

Time
deposi ts

Total Sight
deposi ts

Time
deposits

Dec. 31,1957.............. 5.3 1.9 1.2 0.7 2.8 0.4 2.4 0.6
Dec. 31, 1958.............. 5.9 2.2 1.4 .8 3.1 .5 2.6 .6
Dec. 31, 1959.............. 6.3 2.4 1.5 .9 3.3 .5 2.8 .6
Dec. 31, 1960_______ 7.2 2.9 1.7 1.2 3.7 .6 3.1 .6
Dec. 31, 1961_______ 8.2 3.4 2.0 1.4 4.1 .7 3.4 .7
Apr. 30,1962.............. 8.2 3.6 2.1 1.5 4.1 .7 3.4 .5

TR AD IT IO NA L OUT FL OW  OF L A T IN  A M ERIC A N  CAPI TA L

Mr. Moscoso. I have worried very much about this problem, Mr. 
Chairman. In the first place, historically, tradi tionally,  there has 
been a certain amount of repa tria tion  of capi tal on the pa rt of the 
Spaniards who colonized Latin America. This has been going on fo r 
almost 450 years. As a m atter  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 wrord derived from the con­
tinen t which Columbus was supposed to have discovered. He thought 
he discovered India , so these people were called Indianos. That show’s 
how far back this goes. It is a very old tradi tion. Reversing tha t 
tradition  will take some time.

I  mention this because I  do not want anyone to think tha t this 
accumulation of capital  outside of Lat in America is something tha t 
has been done as of now and because of the fact  tha t there is a U.S. 
program to help raise the standard  of living there.

Mr. Congressman, I tried  to find out what the fac ts were about this. 
I am pre tty new to this—quite a novice, as a mat ter of fact—and I  was 
told th at perhaps the Federal Reserve System was the source where I 
could get the best in formation about capital flight. One of the per­
sons who handles one of the top divisions there, Rober t Samons, who 
worked with us in Puer to 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. I t is 
called “Latin  American Economic Development.” In  an issue called 
Latin  America’s Hidden Treasure, they try  to analyze this  flight of 
capital. I t says :

A witness is cited in a report in a Mexican publication tha t Latin American 
funds  in Swiss numbered bank accounts tota l $10 billion.
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It  says fur th er :
Sin ce to ta l de po si ts  in Sw iss ban ks a t th e  en d of  F eb ru ary  w er e th e  eq ui va­le n t of  only  $7.5 bi lli on , th is  i s ob vio us ly ex ag ger at ed .
I grant you, Mr. Chairman, tha t what you mentioned is perfectly correct: There are other devices. There are securities-----
Mr. P assman. There are many different ways tha t you could have your wealth there, other than just deposited in banks.
Air. AIoscoso. I went back to the experts and said, “All righ t, if this is the case, how can you measure it? ” They told me this is one of the most difficult things  in economics.
Air. Passman. I thin k you are being completely fai r about this, tha t i t is a matte r of guess. You have no way of establishing the  exact figure. We do know tha t it is very substantia l. In  all probabi lity, Assistant Secretary o f State Goodwin worried about th is a good deal when he said recently there  had been an estimated flight of capital  from Latin America in the area of  $8 billion.
Air. AIoscoso. He said “some people estimate” tha t there has been this flight of capital.
Air. Miller. Air. Chairm an, I would like at this point  to put in the record the testimony which occurred before the House Foreign Affairs Committee.
Air. Passman. Submit  it to the committee and let us see what you are put ting in the record.
(The information follow’s:)

G oo dw in  on Ca pit a l  F lig h t

T he  te st im on y re fe rr ed  to  occ ur re d on  M ar ch  22, 1962, be fo re  th e Hou se  For ei gn  Affai rs  Co mmitt ee . Mr . R ic hard  Go odwi n, D ep uty  A ss is ta nt Sec re ta ry  of S ta te  fo r In te r- A m er ic an  A ffai rs , m ad e th e  fo llow in g re m a rk s :
“I n  ad di tion , our who le  pr og ra m  is  tr y in g  to  s tr ik e  a t th e  co nd it io n which  has ca us ed  bo th  cap it a l fl ight  and th is  tr em en do us  dec re as e of  p ri va te  in ves t­m en t in  L ati n  A mer ica by t ry in g  to  k ee p th e co nd it io ns of  p ol it ic al  s ta b il it y  which  m ak e it  po ss ible fo r a co mpa ny  to  go in  w ithout fe a r of  expro pri a ti ons st em m ing from  poli ti ca l co ns id er at io ns .
“T h a t is  th e aim  of  our  who le  po lic y in  L ati n  Amer ica,  m il it ary , eco nomic, po li tica l, th e who le ra nge of  po lic ies , an d we in te nd to  c re a te  al so  th e  eco nomic pr og re ss  which , am on g it s o th er co ns eq ue nc es , w ill  in cr ea se  co ns um ing po we r, de m an d,  th e po ss ib il it ie s an d po te n ti a l fo r p ri va te  in ve st m en t, as it  has in E uro pe  an d el se whe re  w her e th e re  has be en  econom ic gr ow th .
“T he se  a re  th e  ro ot ess en tial s fo r an  in cr ea se  in  p ri v a te  en te rp ri se  in  L ati n  Amer ica. ”
The  t es tim on y co nt in ue d :
“So me one has est im at ed  th a t th e re  is al m os t $8 bi ll io n of  L ati n  Amer ican  cap it a l ou t of  th os e co un tr ie s.  T his  is  ve ry  sp ec ul at iv e.  T he fig ure co uld be tr em en do us ly  di ff er en t fr om  th a t e it h e r way . I t is a  lo t of  mo ne y in  any ev en t, even  in te rm s of  th e  ai d pro gr am  we co nd uc t. I t  is  c le a r th is  is  go ing on.
“Mr. A dai r. ‘The  qu es tion  th en  is,  Are  we  pu tt in g  in  mon ey  th ro ugh th e  top , th ro ug h th e  Alli an ce  fo r Pro gre ss , and se ei ng  it  si ph on ed  off  quie tly  a t th e  bo t­tom  by fina nc ia l in te re st s an d o th ers  in  th es e L ati n  A m er ic an  co untr ie s? ’
“Mr. Good w in . ‘Our mo ne y do es n’t  get  siph on ed  off in  th is  w ay  be ca us e mo st of  our mo ney goe s to  pa y fo r specific pr ogra m s or spe cif ic pr oj ec ts . W e know  w her e th e mon ey  goe s an d w hat it  se rv es  to  co nst ru ct , th e  ty pe  of eq ui pm en t it  se rv es  to  buy.
“ ‘O ur  m on ey  i ts e lf  does not  go off in  c ap it a l fli gh t.’ ”
(Off the record.)
Mr. Miller. It  is my understanding tha t you were quoting Mr. Goodwin’s statement.
Air. P assman. I re ferred to Secretary  Goodwin’s statement.
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Even Secretary Dillon said, and I quo te:
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 
Secret ary Did on.

Mr. Passman. Thank you.
Mr. Moscoso. I  do not know how b ig this problem is, bu t if it is 

a problem, it must be resolved if  we want Latin America to prosper 
and i f the Latin Americans want th eir countries to prosper.

Mr. Passman. No logic or statistics could disprove what you have 
said. You were factual on the poin t tha t almost from time im­
memorial, the people who earn wealth in La tin America send it abroad, 
maybe to  Spain or to other places. It  is qui te obvious tha t tha t is 
true. We know capital certainly must have gone out of the country. 
It  was not plowed back in to the  economy. Otherwise, you would not 
have the need for the program we have initia ted in L atin  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 fa ster economic growth and undoubtedly  the thrust  of  this whole 
program is to see tha t all the other countries will achieve th at same 
rate  of economic growth.

Mr. P assman. They were more interested in enhancing thei r own 
wealth than  developing their  country ? Otherwise, the capita l would 
not have gone out.

Mr. R hodes. How do you expect to accomplish this repa triat ion of 
the capita l of South and Centra l 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 l ittle  or none of tha t 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 Truj illo in Santo Domingo, quite a substantia l amount of the so- 
called capital flight which took place there was th is dicta tor and his 
cohorts taking  some of tha t money out. In  Venezuela, it  was a case 
of the dictator Jimenez taking a lot of money out of the country.

Mr. Rhodes. I th ink you are underestimating the problem. I do not 
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.

Mr. Moscoso. Mr. Rhodes-----

SOL UTIONS  TO CAPITAL FL IG HT PROBLEM

Mr. Rhodes. I ask this question: W hat do you expect to do about 
it? I think there is a problem, and I thin k it is much greater than 
you have indicated.

Mr. Moscoso. I have not indicated there is not a problem.
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Air. Rhodes. I misunderstood you completely, then.
Air. Aloscoso. No. I indicated tha t it is not as large a problem as 

we sometimes believe it is, while I accept th at it is a problem and that  
we have to solve it  and tha t we should do everything  possible to get 
a solution.

Air. Rhodes. All righ t, then, answer my original q uestion: Do you 
have any plans at all to solve it ?

Air. Aloscoso. There are a number of plans. One of the ways for 
this to happen is for Lat in American investors themselves to learn 
investment methods, how to invest, how to open the society so that you 
can democratize, i f I may put it tha t way, investments. Inves ting in 
Latin America has t radi tionally  been done by a family or a group of 
friends. Un til 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 putt ing  thei r money to work, and it probably 
will be somewhere th at they can earn more. This already has started 
to happen in some of these countries. I t 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 , 
pre tty much as it did in Japa n and has been happening  in Japan in 
the las t 4 or 5 years. I t has been happen ing a littl e bit in Alexico. As 
that process takes place, I  feel sure there will be other investment 
opportunities  which have not been opened up.

Air. Rhodes. I  am sorry you mentioned Brazil. That is h ardly a 
shining light.

Air. Andrews. I wish to ask the Ambassador if he thinks maybe the 
people who own that wealth  and sent it out of the country feared 
that the ir prop erty  might be confiscated if they had invested it in Latin  America.

Air. Aloscoso. Air. Congressman, in the first place, it  is not all the 
wealth, by any means, o f any of these people. I t is a par t 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, i t is 
litt le wonder tha t those who had a little extra money to put  away 
somewhere else d id something about it. This  is a circular problem, as you can see.

Air. Andrews. Th at is my point.
Mr. Aloscoso. Cause and effect.
Air. Andrews. They fear  to invest in th eir own country because they 

migh t lose it in a revolution or  a change of government.
Mr. Moscoso. How do you break through this  vicious circle? There must be some way in which you cut through.

INV ESTM EN T GUARANTEES

Mr. Andrews. You are guaranteeing the investment of Americans and other foreigners down there, are you not ?
Air. Aloscoso. Yes, si r; and tha t is one of the ways.
Air. Andrews. Why do you not work out some kind of plan to

guaran tee the investments of the natives against confiscation?
Air. Aloscoso. That is one of the questions which has been broughtup, Mr. Congressman.
Mr. Andrews. I just want to know why the people are taking  the money out of the country.
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Mr. Moscoso. In  the major ity of cases, it is the tradi tion, and then 
the concern about the political stability. However, wherever you 
achieve a period of political stabili ty, you find right away there is 
increased confidence in the country, the people keep on investing their 
capital, and you see no evidence of t ryin g to take capital  outside the 
country.

Mr. Passman. I am just a litt le suspicious about people who ex­
ploit the poor and take thei r money out of the country. If  we give 
them some kind of attractive  proposition guaran teeing  thei r invest­
ment, we may be outsmarted again.

I am very familia r 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, rath er than  by checks received from 
the recipient countries. And, of course, there is the food for peace 
program and other items tha t we include in the export figures. 

FOREIGN STEEL PRICES

The Commerce Department has said tha t Western  Europe and 
Japanese steel producers have recently made sharp cuts in the ir export 
prices. Here is the way it sums it  u p : Fo r the first 5 months of th is 
year, exports totaled 801,000 tons, valued at $174,779,000. Impo rts 
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 
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 i t would 
appear that  our prices must be about double th at of other nations.

Mr. Andrews. Mr. Chairman, I understand that one of the big 
steel mills in Pennsylvania recently closed down permanent ly, with 
1,700 people laid off.

Mr. Passman. I t is time tha t the Congress faces up to its respon­
sibilities, because we are  gettin g this Nation in a lot of trouble.

Mr. Ambassador, with all the multitude of contracts th at the AID  
agency has in Pakis tan, unliquidated, going into the away off future, 
costing hundreds of millions of dollars, I see that we are making 
another approximately one-half-bi llion-dollar credit to Pakistan.

AID TO BRAZIL

Getting back into your field, I  see tha t $360 million is pledged for 
U.S. aid to Brazil. Then, we read th is :

Francisco Brochado da Rocha, Prime Minister  of Brazil, elected yesterday, 
assumed the job declaring th a t:

1. He would continue the foreign policy of friendship for Russia advocated 
by President Goulart.

2. He would continue Goular t’s policy of “hands off” the Cuban d ictatorship 
of Fidel Castro.

3. And he said of the United States: “The masses have already perceived 
tha t they are the victims 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 spoliation of the country.”
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Francisco da Rocha was handpicked by President Goulart to be Prime- Minister.
I f  they mean wha t they  say , they  are no t ou r fri ends . I f  the y 

do not m ean w ha t the y say , th ey canno t be t ruste d.
Mr.  Moscoso. Th ere is go ing  to  be an e lect ion in Br az il in October..
Air. R hodes. W il l th e elec tion  be a na tio na l elec tion?
Mr. Moscoso . Yes, there will be an  ele ction f or  C ongress.
Mr . R hodes. No t fo r presi dent?
Air. AIoscoso. A t th e same tim e th ere may be  a decision on a  plebisci te 

fo r the  ree sta bli shme nt of  th e pr im acy of  the  pres iden tia l sys tem  in ­
ste ad  o f th is pa rl iam en ta ry  sit ua tio n.

RA TE  OF  N O N -U .S . IN V E ST M E N T  IN  L A T IN  AM ER IC A

Mr. P assman . Could  y ou tel l us the ra te  o f inv estment by non -U.S. , 
inv est ors  in Lat in  Am eri ca  fo r the  pa st  3 y ears?

Air. AIoscoso. We have  tr ie d to ge t some est imate s on th at , Air.. 
Ch air ma n. Th e bes t fi gures  that I  have been  a ble to ge t seem to in di ­
cate t hat  a t lea st in the ye ar  1961, wh ich  I  th in k is th e figu re we h ave , 
there was a to ta l of—I  wil l, of  course, give you  the est imate  of  the  
loca l people  themselves.

Air. P assman. W ha t ha s been  the ra te  of  inv estme nt by non -U.S.  
inv est ors  in Lat in  Am eri ca  the  pa st  several  years , speakin g o f out side 
ca pi ta l, othe r governm ents,  or  business peo ple  of  othe r cou ntr ies?

Air. AIoscoso. In  1960, the  tot al  wa s $185 mil lion .
Air. P assman . 1961 and 1962, if  you will ?
Air. Moscoso. In  1961, the to ta l was $315 million.
Mr . P assman. That  does n ot  inc lud e th e U ni ted States  ?;
Air. AIoscoso. No, sir.  Th is  is  G erm any, Ne ther lan ds , S wi tze rla nd , 

Uni ted K ing dom,  Ca nada , F ranc e,  It al y,  an d J ap an .
Air. P assman . 1 )o you have  the  figure  fo r 1962 ?
Air. AIoscoso. No, sir.

U .S . IN V E ST M E N T  IN  L A T IN  AM ER IC A

Air. P assman . W hat  has been the ra te  of  inv est me nt by U.S. in ­
ves tors in  Lat in  Am erica  fo r th e p as t sev era l ye ars  ?

Air. AIoscoso. $203 m illi on in  1961. Tha t one I  know  by h eart.
Air. P assman. Th en  i t w ould ap pe ar  th at  t he re  is more ca pit al from 

othe r na tio ns  being inv ested in Lat in  Am eri ca  t ha n fro m the  Un ite d 
State s?

Air. AIoscoso. Yes,  s ir.
Air. P assman. Wou ld th at , in its elf , not be sufficient reason to hold 

up  t hi s prog ram a bit.  an d let  us see if  these  problem s cann ot be solved 
by inv estments  of othe r countrie s? Wou ld th at  no t come ne arer  
br in gi ng  these people aro un d to  the real iza tio n of  wh at  i nd us try  and'  
capit al can  do to impro ve the co un try , ra th er  th an  to  draw  it  out. of  
a public  spi go t an d giv e i t to  the m ?

Air. AIoscoso. I wish  that- wer e the case, Air. Ch air man , bu t it  has  
been qu ite  difficu lt to ge t th is type  of  ass ista nce  fro m the fre e wor ld 
indu str ia liz ed  na tion s. We  hav e met rep ea ted ly  w ith  them. I myself 
we nt wi th Air. St ernf eld to one of  the  m eet ing s in one of thes e n ati ons 
to  urge  the m to do more . Air. Alay was  also presen t at  some of the', 
mee tings.

87 94 8— 62— pt . 3----- 6
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Mr. Passman. But the statistics show that the other  nations are com­
ing in, in the aggregate, with an amount greater than the United 
States.

FL OW  OF  CA PI TA L FR OM  L A T IN  AM ER IC A TO T H E  U N IT E D  ST AT ES

Mr. Moscoso. One of the difficulties we have, Mr. Chairman and 
members of  the committee, is t ha t we have had a net How of funds 
back from L atin America rather than a flow of funds from the United 
States in to Lat in America.

Mr. Passman. Are there attractive  investments in Lat in America 
for U.S. capita l?

Mr. Moscoso. Apparent ly there is still some, because some money 
is still going in.

Mr. P assman. The nations still expropriate  American capital , and 
now the flow is back to the United Sta tes, rather  than  out of the  United 
States to Latin America, is that correct ?

Mr. Moscoso. We tend to generalize, Mr. Chairman.  In  some n a­
tions th at is the case, and  they are not gettin g the amount of p rivate  
investment that  they need.

Mr. Passman. More capital out of Lat in 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, tha t the flight 
of capita l was out of Latin America to the United States?

Mr. Moscoso. The flow of money.
Mr. P assman. They are b ringing it back into the U nited  States  a t 

a f aster  rate than they are putt ing  it  into Latin  America ?
Mr. Moscoso. They are bringing  profi ts back at a faster rate  than  

they are plowing back money.
Mr. Passman. The amount of money U.S. investors have coming 

out of L atin America, back to the United States, is grea ter than the 
amount of money of U.S. investors going into Lat in America. Would 
tha t be a statement of fact ?

Mr. Moscoso. The tota l income from U.S. investments in Lat in 
America-----

Mr. Passman. You have not answered my question. Is tha t 
correct ?

Mr. Moscoso. Tha t is right.
Mr. Passman. Thank you, sir.
Mr. Moscoso. Now I will give you the amounts. The total income 

from U.S. investments in La tin  America in 1960 was $721 million; and 
in 1961, $860 million.

Mr. Rhodes. Wha t was the last figure ?
Mr. Moscoso. Total income from U.S. investments in Lat in America.
Air. Passman. There is more coming out that going in ?
Mr. Moscoso. T hat  is righ t.
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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EFFEC T OF PO LIT IC A L CO ND ITIO N'S ON  U .S . IN V EST M E N T

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 ; tha t is true.
Mr. Passman. No one can deny the fact that we have some grea t 

indus trialis ts in America, some great bankers, and I  have yet to meet 
politicians who possess greater knowledge of the individual coun­
tries, the ir economies, thei r possibility for profits, than American busi­
ness people and American bankers.

Mr. Moscoso. I agree.
Mr. Passman. So, here is a politician try ing  to superimpose his wis­

dom upon that of the grea t bankers and the grea t indus trialis ts of 
America. Do you not think this fact within  itself, w’ould just ify a 
good slice of this money for  an investigation as to what is back of this?

Mr. Moscoso. No, sir.
Mr. P assman. You would not want t o know why they do not have 

that confidence ?
Mr. Moscoso. Yes, I have a pretty good idea.
Mr. P assman. Do you not think i t would be well to investigate well 

and find out why they no longer have t ha t confidence to plow thei r 
investments back into Latin  America ?

Mr. Moscoso. I think we have tha t information.
Mr. P assman. Give it to us, please.
Mr. Moscoso. “Poli tical in stab ility” 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 expropria tion of U.S. investors’ property 
has entered into the matter, has i t not?

Mr. Moscoso. Yes, sir.
Mr. Passman. When you say “political instab ility,” tha t just about 

covers it all. Tha t simply means the government, regardless of what 
we may promise them in the way of aid, evidently believes tha t we are 
gullible enough to continue the aid, notwithstanding  the fact tha t 
they are going to expropr iate properties owned by U.S. firms. Gov­
ernments do continue to expropria te, even in spite of  the fact tha t aid  
is coming in, do they not?

Mr. Moscoso. We are tending to generalize, Mr. Chairman. This 
situation tha t we all know about took place in one state. In a state of 
one country.

Mr. Passman. Tha t was done by the brother-in- law of the Pres i­
dent. There has been more than  one instance of proper ties in Latin 
America being expropria ted in recent years.

Mr. Moscoso. Yes; but  th is is a very crucial one-----

AID R E C IP IE N T S I N  L A T IN  AM ER IC A

Air. P assman. Do you know of any Lat in American country that  
is not getting aid, other than Cuba ?

Mr. Moscoso. Not ge tting aid?
Mr. P assman. Yes.
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Mr. Moscoso. Right  now at th is moment, as you know, we have sus­
pended the program for Peru.

Mr. P assman. Tha t is just about 10 days old. Do you know of any 
other country not  getting aid in Latin America ?

Mr. Moscoso. No, sir.

EXPROPRIA TIO N OF PROPERTY

Mr. Passman. I made my point, that they are going to get aid, 
notwithstanding the expropr iation  of U.S. nationa ls’ proper ty.

Mr. Moscoso. But there have been expropriations, Mr. Chairman, 
in which just compensation wTas given and, therefore,  there was no 
reason-----

Mr. P assman. I am familiar  with the “just compensation.” In 
many cases i t 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 expropriated  property. Give us the date it was ex­
propriated, the investor’s declared value, and the cash sett lement re­
ceived. Can you document something for us ?

Mr. Moscoso. Yes.
(The information follows:)

Recent Expropriations

The info rmation which the Depar tment  of Sta te has  been able  to furnish on 
exp ropriat ion of investments of U.S. n atio nal s is rep rinted  beginning at  page 91 
of the  Repo rt of the  Sena te Foreign Rela tions Committee on the  Foreign  As­
sist ance Act of 1962 (S. Rept. No. 1535). This  info rma tion  includes a lis t of 
major insta nces  of expropriat ions known to the  Depar tme nt dat ing  back to 
World W ar II.  As ind icated in connection with  th at  list,  the re is lit tle  in forma­
tion available to the  Depar tme nt on expropriat ion cases where fa ir  compensa­
tion has been paid and  where the  intere st of the  U.S. na tional  has  not become 
a subj ect of int ern ational diplomatic intercourse. The lis t is as fol low s:

MA JOR  INSTAN CE S OF EXP ROP RIATION OF PROPERTY BELONGING TO U.S . NATIONALS 
SINC E WORLD WAR I I

Like the  United State s, m ost coun tries  m aintain  p rocedures for nat ionalization 
or expropriation  of proper ty for governmental or other public purposes. Where 
prop erty  of U.S. nat ion als  is subjected to such procedures abroad, the  De part­
ment of Sta te would no t ordinari ly become involved unless the taking or provision  
for  compensation did not comply with  inte rna tional  law standa rds , and the ad­
versely  affected U.S. na tional  compla ined. Consequently, a number of e xpropria­
tion actions a re not reported at  a ll or, if reported,  are  not  recorded for  purposes 
of compilat ion nor collected for  read y reference. So f ar  as  is known, no com­
plete lis t is maintained by a ny U.S. Government agency.

Subject to the  foregoing  qualif ication, the lis t below does include the  ma jor  
instances of expropr iation in the  period since the end of World  War  II.  A case- 
by-case breakdown could no t be prepa red withou t extremely extensive  and time- 
consuming research.
1945-50

Eas tern Europe : General nat ionalization of land and  business proper ties in­
cluding U.S.-owned proper ty in Yugoslavia, Poland, Czechoslovakia, Bulgaria, 
Rumania,  and Hungary .

Settlem ent:
Claims agreement  between  United States and Yugoslavia, Jul y 19, 1948—lump­

sum settlement.
Claims agreement  be tween United Sta tes and Rum ania , Marc h 30, 1960—lump­

sum set tlement.
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Claims agreement between United  Sta tes and Poland, Jul y 16, 1960—lump-sum 
settl eme nt.

Claims of U.S. nationals  a gains t Czechoslovakia, Bulgaria, and Hunga ry have 
been paid in pa rt out of vested  assets of respective  countries in United States 
by leg isl ati on : In ter na tio na l Claims Sett leme nt Act of 1949, as amended, titl e 
II I (Pub lic Law 285, 84th Cong.—Hungary, Bulgaria, Rum ania) and  tit le  IV 
(Pub lic Law 85-604—Czec hoslovakia).

Communis t China : General nat ionalization of land and business propertie s, 
including U.S.-owned property. United  Sta tes does not  mainta in diplomatic  
rela tions.

Se ttlem en t: None concluded.
October 31, 1952

Bo liv ia: National ized tin  mines including the  Pat ino  intere sts  of which one 
company was pa rtiall y owned by U.S. stockholders . None of nationalized com­
pan ies incorporated  in United State s.

Settlement: Interim paymen ts pending final sett lem ent  made to U.S. stock­
hold ers out of proceeds of t in sales  u nder a greement between Bolivia and Pat ino  
int ere sts  in 1953, renewed in 1956. Fin al sett lem ent  now under nego tiatio n 
between coinjiany and Government.
March 5, 1953

Gua tem ala : Expropriatio n of 234,000 acres of subsidiary of United Fru it  Co. 
for purposes  of ag raria n reform.

Se ttl em en t: United Sta tes  subm itted  form al claim  again st Gua tema la af ter 
company exhausted local remedies, but  exp ropriat ion  was  rescinded by new 
Government which took power in 1954.
Ju ly  26, 1956

United Arab Republic: Nation alization of Suez Canal Co. which had some 
U.S. stockownership.

Set tlem ent : Compensation agreement signed Ju ly  13, 1958, by United Arab 
Republic a nd rep resentativ es of stockholders. In ter na tio na l Bank afforded  good 
offices in negotiat ions  between  United Arab  Republ ic and stockholders.
Ju ly  7, 1958

Argen tin a: Municipal government of Toberia in Buenos Aires  Prov ince  ex­
propriated subs idia ry of American & Fore ign Power Co. (ANSEC).

Se ttlem en t: Overall  sett lement between Government and company for  thi s 
proper ty and  othe r prop erties expropriated, seized, and  intervened  previously by 
local governments in Argentina made November 28, 1958, wi th all  American 
& Fore ign Power elect ric fac ilit ies  in Argentina tra ns ferre d to Argen tine 
Government. Settl ement contract called for court evaluation of p roperti es which 
was  i ssued  April 26, 1961, and accep ted by company.
December 26, 1958

Yugoslavia : Nationalization of u rba n dwellings, business  premises , and  under­
developed building lots, inclu ding U.S.-owned property.

Set tlement:  United Sta tes  and Yugoslavia have  agreed to begin negotiations 
soon for sett lem ent  of claims ari sing af te r 1948.
May  11, 1959

B ra zi l: Governor of Rio Grande  do Sul issued order exp rop ria ting American 
& Fore ign Pow er Co. holdings in state.

Se ttl em en t: Case now pending in Bra zili an courts.
June  3,1959

Cu ba : Ag rar ian  reform law provided for expropriat ion  of est ate s over a cer­
ta in  size inclu ding  U.S.-owned sug ar planta tions. U.S. note to Cuban Govern­
ment protested  inade quate provision fo r compensation.

Se ttl em en t: None concluded to date.
Ju ly  5,1960

Cub a: Law author ized  nat ionaliz atio n of all U.S.-owned proper ties  to be 
car ried out  as applied to pa rti cu lar proper ties  by subse quent decrees. Law was 
in specific re tal iat ion  aga ins t Uni ted Sta tes  cuttin g Cuban sug ar quota. Prob­
ably all or nearly all U.S.-owned proper ty in Cuba has  been taken under this or 
other exp ropriat ion  law. Severa l U.S. notes  to Cuban Government protested 
discrim ination  and  inad equate provision fo r com pensat ion.

Se ttlem en t: None concluded to date.
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1962
Bra zi l: Governor of Rio Grande do Sul expropr iated  International Telephone 

& Telegraph properties  in tha t State .
Se ttle ment: Present ly under negotiat ion between company and Government.
Ceylon : Requis ition of certa in as set s of oil companies, including American.
Set tlement: Formal note from Ceylon Government received sta ting its inte n­

tion to make prompt and effective compensat ion for all asse ts requisitioned. 
1945-62

Mexico: From time to time Mexico expropr iates U.S.-owned and other prop­
erty under its agr ari an  reform program.

Se ttle me nt: While the re has been no overall  settl eme nt of claims, there have 
been isolated  instances of individual settlem ents.

Inquiry  made subsequent to the  furn ishing of that  lis t has  not disclosed any 
cases in which all the requested information is available. “Declared value” is 
not the  sta ndard  used in eminen t domain cases in U.S. courts or otherw ise where 
prop erty  is taken for a public purpose. In order to a ssess the  f ai r market value 
or other applicable standard  of value for  foreign expropriation s, it would lie 
necessary to review balance sheets,  financial statements, profit and loss records, 
compara tive earnings in the  same industry or sector of investment and other 
materi als  which are  ord inar ily made avai lable  to the  Departm ent only when it 
und erta kes  formal espousal of a  claim.

For  example, on July 31, 1958, the Cananea Catt le Ranch in Mexico was 
expropr iated . Ownership of the  ranch was vested in an est ate  and six heirs,  
some of whom lat er  sold their  interests to Mexican nationa ls. These interests 
were  reflected in shares owned in two Mexican holding companies—one for land  
and one for  cattle.  On Fe bru ary  4, 1959, th e former owners  of the ranch signed 
with Mexican officials an agreemen t providing compensation for  the expropriated 
properties . No overall figure was se t; the compensation was  in terms of $8 per 
hecta re for the land, and, for  the  cattle , $300 per head for  sires  and $80 per 
head for the rest. These term s represented a negot iated  price, taking into 
accoun t such factors  as possible tax  claims  of the  Mexican Government aga inst 
the  esta te. Cer tain questions of interpreta tion of the  agreement arose—for 
example  whether  calves born af te r the  agreement  were to be paid for—and final 
payment was not received by the las t heir  u ntil  1900. All of  the owners, or the ir 
assignees, have now been paid  in accordance with  the  agreement.  However, at  
no time did the Department of Sta te receive documented evidence of the  actual  
or alleged tota l value of the ranch properties .

Mr. Passman. Have you anything this morning?
Mr. Moscoso. No.
Mr. P assman. I yield to Mr. Rhodes.

IN CO M E FR OM  U .S . IN VESTM EN TS I N  L A T IN  AM ER ICA

Mr. R hodes. I might refer  you to a study on the subject of expro­
priation which the gentleman from Massachusetts, Mr. Conte, p ut 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  S tates into South and Central America. I presume th at this 
includes Mexico, does it not?

Air. Moscoso. This is total income from the U.S. investments in 
Latin  America.

Air. Rhodes. Total income from U.S. investments?
Air. AIoscoso. Yes, sir. Income coming back to the United  States 

from the investments in Latin  America.
Air. Rhodes. The $800 million figure was the amount of capital 

going out of the United States ?
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Mr. Moscoso. No, sir; this was two different years. Fo r 1960, we 
obtained profits of $729 million, and the profits increased in 1961 
and went up to $800 million.

U .S . EX PE N D IT U RES IN  L A T IN  AM ER IC A

Mr. Rhodes. Wh at w’as the outflow of capita l ?
Mr. Moscoso. The outflow in the year 1960 was $90 million, and in 

1961 was $203 million.
Mr. Rhodes. This is from the pr ivate  sector only ?
Air. Moscoso. Yes, sir.
Mr. Rhodes. Wh at was the outflow from the public sector?
Air. Aloscoso. We would have to supply that .
Air. Rhodes. Can you furni sh at this poin t the total  outflow of 

capital from all sources?
Air. Aloscoso. From both sectors; yes, sir.
(The inform ation follows:)

Outflow of private capital and public expenditures from the United States to 
Lat in America 

[In millions of dollars]

1960 1961

Ne t p rivate  di rect in ve stm en t1________________ ______________________U.S. Governm ent expe nditures  (gran ts a nd long-term loa ns )2____________
To tal _______________________________________________________

95 203
437 791
532 994

1 U .S. De pa rtm en t of Commerce (March 1962).
2 AID program statis tics, includes all U.S. economic assistance bu t excludes mi lita ry.

PR IV ATE  SECTOR IN V EST M E N TS

Air. P assman. Aly questioning had to do with U.S. investments by 
the private  sector. You understood th at ?

Air. Aloscoso. Yes, sir.
Air. Passman. Would it not be ra ther difficult for  you to ascertain 

whether or not it was ju st profits coming back or maybe a reduction 
of the capita l 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 t ha t was going back in.

Air. Aloscoso. Yes, sir. We will give you that.
There has been more coming back than going in.
Mr. Passman. You said “political instability” ha d a lo t to do with this  condition.
Air. Aloscoso. Tha t is right,  the Castro-----
Mr. P assman. The spillover  and the expro priat ion of American property  ?
Air. Aloscoso. In this particula r country, yes.
Air. Passman. Not just  in that par ticu lar country . In  Lat in 

America ?
Air. Aloscoso. I think you are right,  Air. Chairm an, in the sense 

tha t, unfor tunate ly, these things that happen in one country have 
repercussions in other countries.



86

Mr. P assman. We have aid  going into every Latin American coun­
try, other  than Cuba. Peru 's is only temporarily  suspended.

Mr. Moscoso. Tha t is correct.
Air. P assman. Your area covers all of the countries where we know 

of numerous instances in which they have expropriated American 
property.

Mr. Rhodes. Was the flow of capital in dolla rs ?
Mr. Moscoso. In dolla rs; yes, sir.

EXPRO PRIATION S SINC E 19 4 5

Air. Miller. Mr. Chairman, Mr. Rhodes mentioned the study  made 
by the gentleman from Massachusetts, Mr. Conte, on the floor of the 
House. In  th at connection, he listed a number of expropr iations  th at 
had occurred. Of  those, my recollection is tha t there were seven in­
stances of expropria tion, other than  by Communist countries, which 
had occurred since 1945. Of those, I  believe the re were five in Latin 
America. Those five consisted of (1) the expropriation  by Bolivia of 
the tin mines, (2) expropriation of a uti lity  in Argen tina, (3) an ex­
propr iation in Brazil by the State of Rio Grande do Sul of a utility  
in th at State,  (4) some expropria tions in Mexico, and (5) the recent 
expropriation  in Rio Grande do Sul, by the Governor, of the I.T . & T. 
proper ty.

Mr. Rhodes. You will have to read fu rther. I don’t recall the whole 
statement, bu t I  recall there was an expropriation of the Hilton  Hotel 
in Ecuador, among one or two other things.

Mr. Miller. We have studied that. It  was not an expropria tion be­
cause tha t 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. Rhodes. Off the record.
(Discussion held off the record.)

AID  TO BOLIVIA

Air. P assman. You mentioned the expropriation of the tin mines 
in Bolivia. Did we discontinue aid to Bolivia a fter th at  happened or 
did  we continue the aid ?

Air. Miller. It  is my understanding -----
Mr. P assman. Did you continue the aid to Bolivia ?
Mr. Miller. Yes.
Air. Passman. How much have we given to Bolivia in the way of 

aid since they expropr iated the tin  mines ?
Air. Aloscoso. The mines were expropria ted in 1952.
Air. P assman. I want the  total from the time they expropriated  the 

tin  mines to date.
Air. Aloscoso. The total military and economic assistance has been 

$222 million.
Air. Passman. Since the expropria tion of those mines ?
Mr. Aloscoso. The expropriation was in 1952 so you will have to 

deduct from tha t about $22 million. About $200 million.
Mr. Passman. Did you make any cash contribution to the expro­

priated, confiscated tin mines in Bolivia ?
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Mr. Moscoso. We have assisted the Government corpora tion which is running the tin mines.
Mr. Passman. Th at 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. I will have it  in a moment.
Mr. Passman. I said cash contributions . Tha t covers all fields, development credits, and outrig ht grants .
Mr. Moscoso. I  would like to put  th is in proper  context if you will please allow me.
Here you have a situat ion in Bolivia which is very good illu stra ­tion of the difficulties we were talking about a few minutes ag o: the flight of capital, the export of capita l by the local people.
The owners of these mines, and preponderantly the biggest mine of them all, were people who lived primarily  in Europe and who had in­vestments all  over the world. They were not  investing in thei r own country. The o ther day when the Pres ident ial par ty 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  tryin g to implement thro ugh this  program, Mr. Chair­man, then you get revolut ionary 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 rather  than in behalf of those taking funds  from the country.
When you substi tute public management for priva te 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 rehabil itate the mines.
That is why we have, together with the German Government and Argentine  Government, tired to rehab ilitate  these mines.
I hope someday these mines will go back into the hands o f pr ivate operators who will perhaps administer them bette r and more effi­ciently.
The fact is th at one of the prim ary reasons those mines were taken away is t hat  the p riva te owners were not investing profits back in the country.

REASON FOR EX PROPRIA TIO N OF PRO PERTY

Mr. Passman. There is a lways some reason behind why i t was ex­propr iated.
Mr. Moscoso. I 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. p roperty, or any other properties in these coun­

tries, the other side can always give some explanation as to why it  was considered necessary to expropria te 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 utili ty will get a concession in a country to  provide it with power, we will say. The 

franchise will sta te for  20 years you will have a monopoly to provide power in th is country.
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Then at the end of tha t time the proper ty, whatever the value is, 
will revert to the country itself, less a certain amount of compensa­
tion.

Mr. Passman. It  is a foregone conclusion tha t our Chris tian att i­
tude and our apparent belief that  we are wealthy enough to reform 
the world makes us qu ite forgiving, but it follows, nevertheless, tha t 
many Americans who had investments in Latin America had thei r 
propert ies expropr iated, and that fact  and political instab ility ac­
count for more American investors’ capita l coming out of Latin 
America than is going in. It  is a combination of events which created 
tha t situation.

Would you agree with that  statement ?
Mr. Moscoso. I will say, Air. Chairman, tha t aside from the hu­

manitarian reasons, and there may be some of tha t in it, th is p rogram 
is one to defend our way of life.

Air. Passman. I stated tha t because of the fact  American property  
has been expropriated, along with  political instab ility in  the countries, 
and a combination of events, regardless of how broad or how just or 
unjus t, th is 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 put ting  in Lat in America. Is tha t a valid state ­
ment?

Mr. Moscoso. Tha t is right .

U .S . EXPORTS TO LA TIN  AM ERICA  OVER 5 -YEA R PERIOD

Air. Passman. What has been our exports to La tin  America, by 
year, fo r the past 5 years ?

Mr. Moscoso. I will give you the figures.
It  is interesting to  find that in view of the f act the  terms of trad e 

of Lat in America have been suffering considerably; tha t is, the price 
of things  they buy from us have been going up much faste r th an the 
price-----

Mr. P assman. Give us the figures.
Mr. Moscoso. There has been a reduction in the amount of exports 

to Lat in America.
Mr. Passman. Can you give the data by years ?
Air. Moscoso. Yes, sir.
Mr. Passman. What has been the amount of our exports to Lat in 

America by year for the past 5 years ?
Mr. Moscoso. In  1957, excluding Cuba, $3,960 m illio n; in 1958, ex­

cluding Cuba, $3,537 bil lion; in 1959, excluding Cuba, $3.88 billion; 
in 1960, excluding Cuba, $3,254 billion; in 1961, $3,366 billion.

Mr. P assman. An estimate fo r 1962 ?
Mr. AIoscoso. We don’t have it.
Mr. Passman. We must answer a rollcall 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 LA TI N AM ERICA  OVER 5 -YEA R PERIOD

Can you give us the imports from Lat in 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 bil lion; in 1959 

the amount was $3,127 billion; in 1960 the amount was $3,171 billion; 
in 1961 it was $3,179 billion. In 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 Lat in America would include com­
modity purchases wi th aid dollars, also?

Mr. Moscoso. That is right.

COMM ODITY  CO MPO NE NT  OF AID  PROGRAM

Mr. Passman. Do you have any general idea as to the commodity 
component of the total a id program ?

Mr. Moscoso. I shall be very happy to supply  tha t for you.
Mr. P assman. We had better get it now, gentlemen.
Give us the commodity component of the tota l aid program. Can 

we not go to your books and get it  ?
Mr. Moscoso. We will have to get i t from the Depar tment  of Com­

merce.
Mr. Passman. Will you give it to us for 1 year, gentlemen ?
Mr. Sternfeld. Mr. Chairman-----
Mr. P assman. Can you give us the commodity component for fis­

cal 1963 ?
Mr. Sternfeld. $19,935,000 for development grants.
Mr. Passman. When we look at this, especially when we read-----
Mr. Sternfeld. We can compare it to 1961 which is $5,562,000 for 

development grants.
Mr. P assman. But the to tal aid for the 5 years, of all types, is what 

amount ?
Mr. Sternfeld. We would have to get this from the Department 

of Commerce reports.

TOTA L AID to LATIN  AM ERICA  OVER 5 -Y EA R PERIOD

Mr. Passman. Give us tota l amount of aid to La tin  America for 
the 5 years, excluding Cuba.

Mr. S ternfeld. Total amount o f aid which would not be compared 
to the amount of our exports ?

Mr. Passman. Wh at has been the tota l of aid from the United 
States in all categories to Lat in America dur ing  the same 5 years? 
Give it to us for 1957.

Mr. Sternfeld. 1957, economic aid, $642.4 million; in 1958 it is 
$377 mill ion; in 1959 i t is $621 million; in 1960 it is $380 million; in 
1961 it  is $981 million.
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INFLUE NC E OF AID ON TRADE WITH  LATIN AMERICA

Mr. Passman. It  was our understand ing tha t by building up the 
economy of these countries, and with these tremendous aid programs 
to Lat in America, it  would great ly enhance our  exports to tha t region.

On page 7, here, it  states tha t in the  long run the Foreign Aid pro­
gram will help develop our own national economy, tha t prosperous 
countries are the best customers of the  United  States.

If  we actually go to the statistics  it would appear tha t 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 L atin  America of $642 
million.

The following year our exports  dropped  down to $3,538 million, 
but t ha t year  you had an a id 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, tha t there is no increased 
market  thus  fa r, no twithstand ing th at in the tota ls 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 tha t 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. Tha t is righ t.
Mr. Passman. So you are not dealing writh actual  situations, but 

with an artificial situation.
If  you add up the aid program it is fa r in excess-----
Mr. Moscoso. These are not all commodities, Mr. Chairman.
Mr. Sternfeld. These are commitments.
Mr. Moscoso. These are commitments, some of which have not been 

put  in place as yet.
Air. P assman. 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 tha t, Mr. Chairman.
In  the meantime the terms of trade  with  L atin  America—the value 

of the products which they sell to us, and the value of the products 
we sell to them—have moved in this fashion:

From 1950 to 1961 there has been an increase of  32 percent in the 
value 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 tha t we have had a very high infla­tionary  spira l in the United States. Is tha t 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 jus t about are out of world markets, and we are driving them into other markets. Is tha t not just about the s ituation ?
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, I am not tr ying to argue, bu t to be factual. Actually , th roug h our generosity, we have just about forced ourselves out of the world market. Even through our aid is increas­ing by leaps and bounds, our exports to Lat in America are still far  below those of 5 years ago.
I agree tha t what you said is correct. You made my point for me. I t  is something for us to think about. What we are selling is con­tinuing 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 grea ter the development, the more would be thei r need for what we produce. Is that righ t ?
Mr. Moscoso. If  I may give you one figure tha t is dramatic.
Mr. P assman. You did not answer my question, sir.
Mr. Moscoso. I shall answer the question.
Mr. Passman. The grea ter the aid program, in hundreds of mil­lions of dollars, if development of the ir economy should increase, the ir demand to us for  goods we produce-----
Mr. Moscoso. It  should increase.
Mr. Passman. We expect it.
Mr. Moscoso. Tha t is right.
Mr. P assman. When it drops by $600 million in 5 years it does not look good.

EFFEC T OF  PR IC E FLU C TU A TIO N S ON  TR AD E ST AT IS TI CS

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 tha t result.

Besides, take one single commodity they produce in large quan­tities—a 1-cent drop in the  price  of coffee results in a loss of $41 mil­lion.
Mr. P assman. 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 grea t amounts of beef.
Mr. P assman. 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 
Lat in America, and let us say you have good and sufficient reasons, 
we actually exported $600 million less in 1961 than we d id in 1957. 
Is th at 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
gram for Lat in America in fiscal 1961—certainly the money is yet to 
be completely expended, but you are spending large sums allocated 
in prio r years—we exported $600 million less to Lat in 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 fo r L atin  Amer­
ica from the other nations of the world covering the same 5 years?

Mr. Moscoso. Yes.
Mr. P assman. Give it  to us by year, and give us the autho rity for 

your statistics.
Mr. Moscoso. United Nat ions s tatistics 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 tha t perhaps our exports would increase substantially, 
it jumped up by only about $150 million, and the ir increased pur­
chases from other nations went up by $500 million.

Mr. Moscoso. If  I may correct you on something. These are im­
ports from all sources.

Mr. P assman. You mean all sources of what ?
Mr. Moscoso. United States and the whole world.
Mr. P assman. Tha t is not the question I asked you.
Mr. Moscoso. I t is simple to subtract one from the  other. We shall 

be triad to do it.
Mr. P assman. I t will make the figures even more start ling, 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.
In  1958 it is $4,100 million.
In 1959 it is $4,100 million.
In 1960 it is $4,500 million.
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DE CL INING LA TI N AM ERICAN  IMPORT S FROM  UN ITED  STATES

Mr. Passman. Four and a ha lf 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 tha t correct?
Mr. Moscoso. Yes, sir. May I suggest th at the Alliance has ap par ­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, bu t we must give the people these statistics, tha t presently it is working in reverse.
Mr. Moscoso. Because the investments have not yet been made, Mr. Chairman.
Mr. Passman. We agreed ear lier 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 ri ght  ?
Mr. Moscoso. If  I have the privilege  of still being in this job and have the privilege of a ppea ring 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, I  ask you to forget  about tha t, and pick up the aid program as we know it  from the beginning of the Marshall  plan.
The statis tics speak for themselves.
Our aid program is grea tly 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 the ir own.
Th at is something for those people to thin k about. You do not say it  in these words, but you indicated tha t we have priced ourselves, out of world markets, t ha t we are  no longer competitive.
Gentlemen, let us recess until  2 o’clock th is afternoon.

AFTERNOON SESSION

Mr. P assman. The subcommittee will come to order.

AC T OF  BOGOTA

The Act of Bogota was signed, I believe, in 1960?
Mr. Moscoso. Yes, si r; in 1960.
Mr. P assman. In  retu rn for  a promise of aid from the United’ States, the Lat in American countries  were to init iate  certain actions,„ especially in the field of tax reform and land  reform  ?
Mr. Moscoso. Yes, sir.

COUNTRIES  HA VING  IN IT IA TE D EF FE CT IVE

Mr. Passman. Would you cite for the recc 
initiated  effective land and tax reforms ?
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Mr. Moscoso. Mr. Chairman, we have, of course, paid considerable 
atten tion to the question of these reforms which are envisaged in the 
Act of Bogota.

Mr. Passman. Thank you.
What nations have initiated reforms ?
Mr. Moscoso. We have two repor ts which I 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 materia l you wish. Is this  a book here ?
Mr. Moscoso. Since part  of the funds from the Act of Bogota are 

administered through the Inter-American Bank-----
Air. Passman. Let us take thi s unde r advisement and get back to the 

specifics.
What countries have initia ted effective land and tax reforms—by 

name, please.
Mr. Moscoso. I shall mention a number of them, Mr. Chairman.
Mr. P assman. All right.
Mr. Moscoso. Argentina .
Mr. P assman. Let us get them in the record, and then we shall 

examine concerning each one.
Mr. Moscoso. A substantia l change was made in the tax  laws in 

Argent ina.
Mr. P assman. Give me the names of the countries, Mr. Ambassador, 

and then we shall ask the questions and let you comment. No. 1 is 
Argentina.

Air. Moscoso. Bolivia, Brazil, Chile, Colombia, Costa Rica, Ecuador, 
El Salvador, Guatemala, Honduras, Mexico, Nicaragua, Panama, 
Paraguay , Pe ru, Uruguay, and Venezuela.

Mr. P assman. Seventeen.
Let us have the list, please.

Argentina

TAX REV ENU ES IN  ARGENTINA

Let. us start with Argentina . Give us the amount of taxes  paid into 
the treasu ry of Argentina in the period 1955 to 1960, inclusive, by 
year.

Mr. Moscoso. We do not have that here, Mr. Chairman.
Mr. P assman. Give the committee the amount of taxes paid into the 

Government. I said “effective measures.” Intro ducing bills and 
writ ing a lot of voluminous reports is not necessarily an effective pro­
gram. We want to know how much additional taxes have been paid 
into these treasuries as a result  of the tax reforms, beginning with 
1955 and coming up through 1960. I)o you not have to have tha t 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. P assman. I am asking you to tell us.
Air. AIoscoso. I do not have the 1955 figure here.
Air. Passman. AVhat is the latest year you have? AVe want the 

amount of taxes, by year, paid into the treasury of Argentina.
Air. AIoscoso. This is the 1961 figure, Air. Chairman.
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Mr. Passman. You had to have something with which to compare 
it, Mr. Ambassador. You could not compare 1961 with 1961.

Mr. Moscoso. AVe can give you some estimates of the revenue in­
creases of 1962 over-----

Mr. P assman. AVe asked fo r the amount of taxes by category. You 
may have budgetary support pouring in from our country through 
indirect methods and from the spigot throu gh which you draw out 
foreign aid, which would show more money in the treasury. AVe want 
to know what they collected from the people.

Mr. Moscoso. As a percentage of the gross national product-----
Mr. P assman. No, sir, that is not what we want. AVe want to know 

the amount of taxes tha t the A rgentine Government collected from its 
people, 1955 through 1961, by year, inclusive. Then we shall have 
something to compare, one year again st the other. Could we receive 
tha t da ta ?

Mr. Moscoso. It  is relative ly simple to calculate from th e gross na ­
tional product the percentage-----

Mr. P assman. That will not get the  job done. AVe 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. P assman. Th at was the amount of taxes paid in by the people 
to the Government of Argentina ?

Mr. Moscoso. Yes, s ir; domestic revenues of the Government.

JUS TIF ICA TIO N FOR AID TO ARGENTINA

Mr. Passman. AVhy a re they in such very bad shape at this  time?
Mr. Moscoso. There are quite a number of reasons for tha t, Mr. 

Chairman.
Mr. P assman. If  they are  increasing th eir revenues by th at amount, 

why are we giving  aid ?
Mr. Moscoso. In  the  fir st place, Mr. Chairm an, we have had a very 

small program in Argen tina over the past years.
Mr. P assman. $349 million, I believe, in 1959, in gold and foreign 

exchange; and, in 1961, did you n ot have gold and foreign exchange 
of $518 million?

Mr. Moscoso. The bulk of this, Mr. Chairman, is Exp ort- Import 
Bank loans which have been pr imarily  given to private  industry.

Mr. P assman. Did you give us 2 years on Argent ina?
Mr. Moscoso. I gave you 3 years.
Mr. P assman. Can you tell us what pa rt of tha t sum was budg­

etary  support  from the United S tates ?
Mr. Moscoso. No.
Mr. Passman. From whose bookkeeping system do you extract 

those figures?
Air. Moscoso. The tax collections of the Government ?
AVe get them from our mission in Buenos Aires.

FIN ANC IAL PROBLEMS IN  ARGENTINA

Mr. Passman. Argentina  is in about the worst financial condition 
it has been in for some time, is it not ?

Mr. Moscoso. Yes, sir.
87948—62—pt. 3-----7
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Mr. Passman. In. view of the facts tha t we have had a substantia l 
aid program pouring into La tin America and tha t they have increased 
their  budgetary receipts from the ir own people, what is the explana­
tion?

Mr. Moscoso. The explanation for the increase in thei r taxes has 
been due to the reforms th at they have initiated.

Mr. P assman. I am talk ing about th eir financial p light today.
Mr. Moscoso. Their financial pligh t today, Mr. Chairman, is due to a 

number of factors. When the dictato rship of Mr. Peron was in power 
in Argentina, one of the things he did was to s tar t a p rogram  of na­
tionalization of the ra ilroads  and the utilities. As a result of th at na­
tionalization p rogram, quite a number of enterprises had to be run by 
the state, and the rates which they were charging  or collecting were 
not increased sufficiently to cover the  costs of operation. As a result, 
budgetary deficits shir ted to emerge out of these public enterprises, 
primarily the railroads , and they had to be covered from the regu lar 
budget in Argentina.

Another th ing tha t the dictatorship  did was to u tilize 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. P assman. How did they manage to  increase the revenues from 
the people so substantially, if  they had that condition ?

Mr. Moscoso. The increase in revenue took place because of reforms 
in the tax-collection system. The Bureau of  Inte rnal Revenue assisted 
them in setting up new methods of tax collection, and the new methods 
were so effective tha t they have increased substantially  the revenues of 
the Government.

Mr. Passman. In Argen tina they increased substantially by the new 
methods the receipts of the treasu ry f rom the people of Argentina, and 
tha t was happening during the same period tha t we were increasing 
the aid program. Is th at correct ?

Mr. Moscoso. For  the part of  the 1962 program th at 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. Passman. You are talk ing about those development credits. 
It  was available to Argentina , nonetheless?

Mr. Moscoso. Tha t is righ t.
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 crises they have been in in many years. Is that  correct ?

Mr. Moscoso. There was a substantial amount of th at  money which 
was invested-----

Mr. Passman. I s it a statement of fact that we have great ly in­
creased our aid program during the 2 years you have mentioned, 
and those are the 2 years when they had the greatest increase in  taxes 
through t reasury receipts; is tha t correct?

Mr. Moscoso. Tha t is correct.
Mr. Passman. Now, notwi thstanding  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 fo r that.
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Mr. Passman. 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 mind going through the countries, 
establishing first the ir true  situation  dollarwise, and then we will 
go back and get the reasons. We a re trying to find out whether the 
program has helped. Wha t is the  next nation you named? Bolivia? 

Bolivia

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. P assman. Now let us get the aid for  the same years.
Mr. Montoya. Would you repea t 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. Gran ts and loans to taling $24.5 million in 1959, $14.8 

million in 1960, and $12.5 million in 1961.
Mr. P assman. I am afraid  we should not abbreviate  so dras tically. 

Let us go to page 33 of your  own justifications. You had a very 
substantial support ing assistance gra nt aid program there of $22.5 
million, did you not?

Mr. Moscoso. Yes, sir.
Mr. Passman. You forgo t to mention tha t in connection with the 

development credits of $3.8 million.
Mr. Moscoso. Because this does not go into  the budget, you see.
Mr. P assman. That changes the situat ion, does it not? If  I am 

correct, our aid is about 30 times their  own increase in revenue. Is tha t 
a bout righ t ?

I just cannot follow your line of reasoning. You were po inting  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. Is  tha t correct ?

Mr. Moscoso. That is correct.
Mr. P assman. And in 1962, it was $20.8 million.
Mr. Moscoso. Correct.
Mr. Passman. You had bette r give us th e total.  This covers only 

about hal f of fiscal 1962. Could you give us your lates t estimate on the 
aid ?

Mr. Moscoso. $31,955 million.

FINA NC IAL COND ITIONS IN  BOLIVIA

Air. P assman. What is the financial situat ion 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 mat ter of fact, one of the 
taxes they increased was the tax on gasoline.
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Mr. Passman. You have already put in the record tha t they in­
creased them. What is the present financial condition of the Govern­
ment of Bolivia ?

Mr. Moscoso. It  has improved over the last year.
Mr. Passman. Is it  still serious ?
Mr. Moscoso. It  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. P assman. 1 am speaking about the ir balance-of-payments situ ­

ation and whether they are able to meet the ir commitments to projects 
in their own country.

Mr. Moscoso. They have no t been able to take care of all the ir ex­
penses ; no, sir.

Mr. P assman. Again, we do not seem to have made much progress 
so far  as balancing the overall.

Could you tell us about Brazil  ?

Brazil

Mr. Moscoso. In  1959, $801 millio n; in I960, $1,225 bil lion; an d in 
1961, $1,502 billion.

Mr. P assman. 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. P assman. In 1962 ?
Mr. Moscoso. $85,293 million.
Mr. Passman. Have they solved thei r balance-of-payments  situa­

tion, with these tremendous increases in aid ?
Mr. Moscoso. No, sir;  unfortuna tely, they have not solved all of 

thei r problems.
Mr. P assman. I did not ask if they had solved all of them. To 

what extent have they reached the point tha t they would be sel f-sup­
porting? 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 exception of 
the technical assistance pa rt of it, it was addressed primarily  to trying 
to resolve a critical situation  tha t emerged early in 1961 during the 
first few months of the Quadros regime, which was a democratic 
regime friendly to the United States. It  was thought at tha t time 
desirable and advisable to try  to correct some of the imbalances and 
bring about a degree of monetary and economic stabi lity which would 
then permit some economic development to take place. As you know, 
a very unfortunate  political situation developed there. A crisis of the 
first order in this, which is by far  the largest country  in Latin America, 
with even a l arger te rritory  than the United States, with almost half 
of the total population  of Latin America. That, Mr. Chairman, is the  
reason it has been so difficult to bring Brazil forward.
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Mr. P assman. Bu t with all the tens of millions of dollars we have 
poured into th at country, they sti ll may be at  this  time in worse shape 
in their  balance-of-payments situation than  they were 2 years ago?

Mr. Moscoso. They have made definite improvements in thei r 
economy, Mr. Chairman, over time. They have been growing sub­
stantial ly. As a m atte r of fact, the rate  of growth of the Brazil ian 
economy is one of the best in Lat in America. I t has been unfor­
tunate ly inte rrupted by this  political situation.

Mr. P assman. Are they not in a rather serious balance-of payments 
situation  at this time ?

Mr. Moscoso. Yes, they are.
Mr. P assman. Th at is all I want to know. We are try ing  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 i t is yours and it is 
confidential. You will take it out, bu t maybe the other members are 
inte rest ed:

(Off the record.)
Mr. Passman. That is with reference to Brazil.
In  Brazil, i t would appe ar tha t you have about $ ------------- ten ta­

tively programed f or fiscal 1963.
Mr. Moscoso. Yes, sir. We are hoping, as I 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 good.

Mr. P assman. Let us hope th at in this generation we can solve these problems.
GOLD AN D FOREIGN EXCHANGE BALANCES

Mr. Rhodes. I notice on page 29, and also on page 46, under the 
category “Gold and foreign exchange,” in both Argentina  and in 
Braz il there have been rather  significant increases 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 Argent  ina, there has been a reduction.
Mr. Rhodes. Wait . I said, or meant to say, from 1959 through 

1961. My book shows tha t in Argen tina there was $349 million in 
1959, $658 million in 1960, and $518 million in 1961, which is a rath er 
large increase over 1959.

Mr. Moscoso. There has been a drop in the reserves from 1960 to 1961.
Mr. Rhodes. That is right . If  thei r balance-of-payments picture 

has been bad throughout, as I understood you to say, why do we have any increase a t all ?
Mr. Moscoso. One of the difficulties, Mr. Rhodes, is tha t the foreign-  held debts are not shown in this figure.
Mr. Rhodes. You mean this is not a net figure ?
Mr. Moscoso. No, this  is the figure of gold and foreign exchange. 

I t does not show how much they owe outside.
Mr. Rhodes. Would th at also be true  of Brazil ?
Mr. Moscoso. Yes, sir, the same thing holds t rue of Brazil. There is a very substantia l foreign debt there.
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Mr. Rhodes. They apparently are not paying  the ir foreign  debt, 
and  are in default.

Mr. Moscoso. They are not promptly paying some of th eir foreign 
debt.

Chile

Mr. Passman. Now, let us consider Chile.
Mr. Moscoso. The domestic revenues in Chile increased from $674 

million in 1959 to $773 million in  1960, and $890 million in 1961.
Mr. Passman. 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. Passman. In 1962, did you have an aid program for Chile?
Mr. Moscoso. Tha t is right.
Mr. P assman. How much was that ?
Mr. Moscoso. $142,736,000.
Mr. Passman. How are they getting along?
Mr. Moscoso. Tha t includes, of course, the $100 million for the 

earthquake rehabilitation.
Mr. Passman. If  you eliminated tha t—and, of course, t ha t $100 

million is not too easy to  sweep under the rug—it still would be from 
$3.2 million up to $142 million from 1959 to 1962, is that correct? It  
is $142,736,000-----

Mr. Moscoso. For  1962; yes, sir.
Mr. Passman. H ow are they getting along with thei r balance-of- 

payments situation?
Mr. Moscoso. They are havin g some difficulty, sir.

ATP TO CHIL E DESPITE  LA CK  OF PLEDGED REFO RMS

Mr. P assman. I s this the country we observed headlines  on Tues­
day, July 10, 1962, “U.S. Holds U p Aid  to Chile, Lagg ing in Pledged 
Reforms.”

Mr. Moscoso. Yes, sir.
I must say, Mr. Chairman, tha t this was a composite view that  the 

repor ter took of information tha t he had gotten from a number of 
sources.

Mr. Passman. We are not holding up any a id to Chile, then ?
Mr. Moscoso. Right now we are not.
Mr. Passman. I am not talking about righ t now.
Mr. Moscoso. This refers to-----
Mr. P assman. Have we any time du ring recent months held up aid 

to Chile?
Mr. Moscoso. We have not.
Mr. P assman. Fven though they are not keeping their promises on 

reforms ?
Mr. Moscoso. They have kep t thei r promises on pa rt 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  Prog ress  has  been held up because  
of that  cou ntry’s reluctan ce to fulfill  promises of social and  economic reforms 
made  in April. So fa r none of the  $120 million, $80 million  in pro ject s 
and  $40 million  in surplus agricult ura l commodities, comm itted to Chile for  
1962 has  been released. However, the  United Sta tes may agre e to the  shipment 
of more than  $20 million in farm  products  by the end of this month in add itio n 
to $40 million of pro jec t ass istance.

Is this  article  100-percent wrong ?
Mr. Moscoso. Pa rtly wrong.
Mr. Passman. Pa rtly is not 100 percent, so we shall not waste 

time.
BA LA NC E-O F-P AY ME NT S PROB LEMS

They are in difficulty w ith the ir ba lance-of-payments situation?
Mr. Moscoso. Yes, sir.
Mr. Rhodes. 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 th at 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 thi rd year it is 585. Tha t indicates the 
decline has been arrested, at  least.

Mr. Moscoso. Stagnant rath er than what it states here.
Mr. R hodes. Than k you.
Mr. P assman. Th at certainly  pinpoints something very specifically 

here.
Colombia

We shall move to discussion of Colombia.
Mr. Moscoso. The ir revenues in 1959 were $318 million ; in 1960 

it is $365 mil lion; 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 mil lion ; in 1960 it is $2.4 m illio n; in  

1961 it is $28.2 million.
Mr. P assman. Fo r fiscal 1962 ?
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 tha t characteristic. That is one of the 
characte ristics 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. R hodes. Don’t we sti ll have it? When did we quit having it?
Mr. Moscoso. This  is a temporary situation.
Mr. Rhodes. Mr. Moscoso, you mean a 12-year temporary situation ?
Mr. Moscoso. It  depends on standards and many other things.
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U.S. BALANCE-OF-PAYMENTS DEFICIT

Mr. P assman. From 1952 thro ugh 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 tha t was in 1957 for only one-half 
billion dollars.

The record speaks fo r 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 the ir gold 
holdings from $13 billion to $23-plus billion.

We were worried about the  short-term dolla r 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 do llar loans 
as much as 35 years in advance of the due date, so as to lessen the im­
pact on our balance-of-payments deficit.

Even so, it is anticipated tha t we shall have another balance-of- 
payments deficit of possibly as much as one and a ha lf billion dollars 
for fiscal 1963.

STEEL IMPORTS

We move to another point. For the first 5 months of this year we 
exported 801,000 tons of  steel, and we had to collect $174,779,000 for  
it. During tha t same period we imported 1,689,000 tons of  steel, and 
we were able to buy it for  $198,675,000.

Therefore, at tha t point in calendar 1962, worldwide, we have im­
ported over twice the amount of steel we have exported, and i t appears  
at just a litt le bit  more than h alf 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 tha t the terms of trade of these 
Lat in American countries have been working against them, as I  said 
this morning. One of the principal products, or the principa l prod­
uct of  two of the countries you mentioned, happens to be coffee.

While we are drinking a cheaper price coffee than we w’ere before, 
every time tha t price 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. Tha t has worsened this situa­
tion.

Mr. P assman. Has t hat  fac t not been true  ever since they have been 
raising coffee ?

Mr. Moscoso. No, sir.
Mr. P assman. If  coffee goes down they lose revenue?
Mr. Moscoso. That is right .
Mr. Passman. Coffee has been going up and down for  years, has 

it not?
Mr. Moscoso. I t was going up rath er steadily since afte r 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 of weakening coffee prices without com­
pletely disrupting  a praiseworthy trend  of  economic development.”
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Mr. Moscoso. That is right.
Mr. Passman. I s tha t not about the same story we get today?
Mr. Moscoso. That is right,  it is a  very bad situat ion because-----
Mr. Passman. We are not arguing about the situation. Are we 

solving i t ?
Mr. Moscoso. As I said this morning, prices of produc ts we sell 

them, and we sell substantial amounts to them, have been going up 
28 percent in the las t 10 years.

IM PA CT  OF U. S.  TRICES

Mr. Passman. And  I think we agreed part ially tha t it is forcing  
them to  tur n to other markets of the world, on account of our prices 
being so high tha t 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 that 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 cont inue ou r generosity, on the p art  of State, National , and 
local governments.

You can do nothing about it, and neither can I. We recognize 
that we are rapidly pric ing ourselves out of the world market.

Mr. Moscoso. You will notice th at the to tal imports of La tin Amer­
ica have been dropping. They haven’t the money to import much 
more from us, and not much more from anybody.

MORE AID BU T LESS EXPORTS TO LA TI N AMERICA

Mr. Passman. Nevertheless, the amount of our exports to Latin 
America from 1957 to 1961, inclusive, during the period they were 
gett ing the greatest amount of foreign aid percentagewise, dropped  
by $600 million. Is that right?

Mr. Moscoso. That is right.
Mr. P assman. During th at  same period fore ign exporters  held their 

own with Latin America.
Mr. Moscoso. No, those also dropped.
Mr. P assman. 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 tha t is $4.5 billion, rounded 
out.

If  I am wrong I wan t these figures corrected. Are those the figures ?
Air. Moscoso. These are the figures that are  in the record.
Air. P assman. 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 pas t 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 W orld War I I. 
Do you remember that  exchange of yesterday, where I said let us 
just go to 1946 ?

Mr. Moscoso. Before 1961, we had  primarily a technical  assistance 
program.

Costa Rica

Mr. Passman. How about the situation  in Costa Rica?
Mr. Moscoso. The revenue in 1959 was $68.2 million. In  1960 it 

is $72 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. P assman. Fiscal 1962?
Mr. Moscoso. $1,968 million.
Mr. P assman. How about th eir balance-of-payments s ituation  ?
Mr. Moscoso. Righ t now at this moment they are having  a little 

balance-of-payment difficulties.
Mr. Rhodes. Are these figures with the mili tary  assistance?
Mr. Moscoso. Budgetary difficulties is what they are having  and 

not balance of payments.
Mr. Passman. While the amount of taxes go up the ir budget be­

comes more critical.
We have something in common with them. We are having the 

same kind of troubles here.
E cuador

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 a re 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.
Mr. P assman. Fiscal year 1962?
Mr. Moscoso. $20,050,000.
Mr. Passman. Are they having any balance-of-payments difficul­

ties ?
Mr. Moscosco. They are having  budgetary difficulties.
Mr. Rhodes. May we go off the record for a moment ?
(Discussion 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. Passman. On the whole, would they be similar ?
Mr. Moscoso. Yes, sir.
Mr. Rooney. In  what regard  ? Similar where ?

REVENUES OF LATIN AMERICAN COUNTRIES

Mr. Passman. We were gettin g 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 si tuation, as well as their budgetary 
difficulties. I believe the question I  asked was th is : 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, si r; with exceptions, tha t is right.
Mr. P assman. It  would be fai r to you to extrac t from the record 

and insert in the permanent record the taxes, revenues accruing to the 
budget, the same as in the  previous cases, so th at whoever is reading 
the record gets it all the way through.

(The info rmation follows:)

Domestic revenues of selected La tin  American countries , 1961
[In  m illi ons o f dollars]

1959 1960 1961 1959 1960 1961

A rg en tina .. .___________ $800 $1,107 $1, 753 Hon du ra s ___ $34 $36 $37
Bo liv ia________________ 21 27 32 Mexico 1 767 977 3 1,000
B ra zil 1________ _____ 801 1, 225 1, 502 N ic ar ag ua2 . 34 35 37
C h il e .. ............................... 601 ’ 674 ' 773 Pa na m a 52 58 61
Co lom bia  1_____________ 318 365 416 Pa ra gu ay ___________ 22 25 27
Co sta  Rica_____________ 68 72 79 P e r u ______ ____ ______ 244 278 341Ec ua do r. _____________ 121 133 3 145 U ru gu ay _________ 77 147 200
El  S alv ador___________ («) 77 73 Ve nezuela _____________ 1,584 1,524 1,590
G uate m al a2............. ......... 88 86 91

1 Non na tio na l reve nu e sig nif ica nt,  being  as  m uc h as 20 pe rcen t of th e to ta l.2 Fis cal  year Ju ne  30.
3 Es tim ated .
4 N ot  available .

LOANS TO V. S.  INVESTORS FOR FOR EIG N INVE ST MEN TS

Can American firms borrow money from one or more of the facets 
of foreign aid for industrial  development in Lat in America, for fac­
tories, or other enterprises?

Mr. Moscoso. Yes, sir.
Mr. Passman. Tha t being so, it is unsual that  the U.S. business flight 

of dolla rs 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 certain ly would increase the amount of 
dollars  which would be available to American business to go into busi­
ness in Lat in America, and you certainly responded to the point this 
morning  when you said it was “poli tical instabil ity”-----

Mr. Moscoso. Monetary and financial instability.
Air. 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 Lat in 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 I960 indicated about 
$90 million of investment, and in 1961 t hat  went up to $203 million, so 
there has been some increase.

Mr. Passman. But the flow of capital out still exceeds the flow of 
capital in.

Mr. Moscoso. This is due prim arily  to investments which have been 
made in previous years in Latin America. These are profits tha t have 
been taken out.
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Mr. Passman. We agreed that we are talking about dollars. If  you 
have a healthy environment, and political  stability, 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.

Mr. P assman. Do you see any reason fo r alarm over the fact  that, 
even with this new program, where American enterprise can borrow 
money to go into business in Latin American countries, the flow of 
dollars out is greater than the flow of dollars in ?

Mr. Moscoso. As a matte r of fact, Mr. Chairman, I am very much 
interested in seeing that as much U.S. investment as possible is made 
in La tin America.

Mr. P assman. Surely you are.

NECESSITY OF GOOD POL ITICAL-ECONOMIC  CONDITIO NS

Mr. Moscoso. We hope to be able to work with our Latin American 
friends arid convince them of the necessity of achieving the type of 
investment climate which will make at tractive these investments.

As you are well aware, one of the difficulties 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 it—I was not here at the time in 1961—was to see if  they could 
stem inflation in such a way as to induce investment to continue.

I hope through persuasion, through  example of some of the coun­
tries which are following good monetary policies and are attra cting 
investment, we will be able to show the o ther nat ions of La tin Amer­
ica how growth can be achieved.

We have had a mixture of political stability  and monetary s tability  
in Mexico and money has been invested there  as a result. We have 
had almost something s imilar to tha t in the case of Colombia, and 
also there is a substantial amount of investment going on.

In the case of Argen tina we did have a substantia l 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 of 
1 ’.S. investments going into Argentina.

FL IG HT OF CAP ITAL FROM MEX ICO

Mr. Passman. On page 105 of  your own justifications you say:
As a result Mexico last yea r suffered a flight of cap ital  and consequent 

balance-of-payments cris is which began to right itse lf in the las t month of 
1961.

Mr. Moscoso. Tha t is right.
Mr. Passman. It is an ever-changing situation.
(Off the record.)
Mr. Moscoso. However, there was a change in the policy of  the ad- 

ministral ion and it was immediately felt in investment circles. Tha t 
is the reason for that.
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CAPI TA L LO AN ED  TO U .S . E N TER PR IS ES IN  L A T IN  AM ER IC A

Mr. P assman. Can you tell us how much cap ital you have provided  
American enterprise in the past 5 years in order to invest in Lat in America ?

Mr. Moscoso. Loans made to American enterp rise?
Mr. Passman. Right.
Mr. Moscoso. The primary source of these investment loans in  Lat in 

America for private enterprise is in the Exp ort -Im port Bank. We 
unfor tunately do not have the figures here.

Mr. Passman. Have you had applica tions 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.

I nvestment Guarantee P rogram

There is a very substant ial amount requested for investment g uaran­tees.
Mr. P assman. You do have the incentive program for American 

enterp rise to go into Lat in America. They are guaranteed invest­ments?
Mr. Moscoso. That is right.
Mr. Passman. Notwithstanding  tha t incentive, there are more U.S. business dollars  coming out of La tin America th an are going in ?
Air. Moscoso. In  the first place the incentive program, insofa r as 

our part of it is concerned, has not been operating long enough to be 
able to see its effect. There is a substantia l number of applications  for 
investment guarantees to Latin  America.

Mr. P assman. I shall ask the question again. I t is being repe titious, 
but  I know you are not purposely  being evasive.

Mr. Moscoso. No, sir.
Mr. P assman. We agree tha t you have investment guarantees for  U.S. business in Latin  America ?
Mr. Moscoso. Yes, sir.
Mr. Passman. Wliich should be an incentive to American enter ­prise to go into Lat in America ?
Mr. Moscoso. That is righ t; and it is.
Mr. P assman. Notwithstanding  tha t 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. P assman. A ou have not said yet whether or not  th at  is correct.
Mr. Moscoso. I cannot say it, Mr. Chairman. It  would mean tha t 

the investment guarantee program had been in operat ion and, there­fore, despite  that-----
Mr. Passman. How long has the investment guarantee program been in effect? ' 1 fc

Mr. Moscoso. The present program in Latin America has been in  
effect only since passage of t he Foreign  Assistance Act o f 1961.

Mr. P assman. 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 ?

Air. Moscoso. No, sir.
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Mr.  P assman. Th at  is an i nd ire ct answer, b ut  i t i s j us t as  good.
An d the  num ber  o f do lla rs go ing in  wou ld include the inv estment 

guara nte es ?
Mr. Moscoso. Yes, sir.  1 shall  ge t you  th at  in form ation , Mr. 

Chairm an.
Mr. Passman. W ha t in form ati on ?
Mr. Moscoso. The  inve stm ent  g ua rantee  p rogram  and t he  amounts.
Mr. P assman. You  tol d us you ha d Exp or t- Im po rt  Ba nk  figures 

bu t no t the  other s. I t  was understood you  would inse rt it  in  the  
record.

(The in forma tion f ollow s:)
Loans to U.S. I nvestors in Latin America

The major elements of direct  governmental assi stance to U.S. private ent er­
prise  for investment in Latin America a re : (1) Cooley loans, made  under Public  
Law 480, section 104(e) and, (2) investment guarantees.

In addition, the  Export-Im port Bank  makes long-term loans  to Latin  America 
to finance specific U.S. expor ts. Prom  fiscal years 1958-62 these loans  tota led 
$1,784 million.

The total for the Cooley loan prog ram, which began in 1958, is $102,811,000 
in 54 loans to U.S. firms.

The investm ent gua ran tee  program, as of Jun e 30, tota led  $173,263,750 for 70 
guarante es to U.S. firms in 8 La tin  American coun tries.

FUN DS AVAILABLE FOR LOANS TO U.S.  FIRM S

Mr.  Montoya. Mr.  Am bas sad or,  you men tion ed Am eric an firms 
who desired to in ves t in L at in  Ame rica could borrow7 money  und er  th is  
pro gra m.  From  which  face t of  the prog ram can  Am erican  firms  
bor row  ?

Mr. Moscoso. They can  borrow Cooley loan funds, Mr. Montoya. 
These are  P ublic  L aw 480 fund s which are generated  out of the pr o­
gram  of surplus  foods . Th ey  can  also borrow fro m the Exp or t- Im ­
po rt  Bank.

Mr. Montoya. T o whom do the y go to borrow those Pu bl ic  Law 
480 funds  ?

Mr. Moscoso. To  the  miss ion pr im ar ily , sir .
Mr. P assman. Off the  record .
(Discussion he ld off the  reco rd. )
Mr. Moscoso. They can also borrow fro m A ID .
Mr. M ontoya. Can  they a lso borrow7 from  the In ter-A mer ican  B ank 

fo r projects  in L at in  Am erica ?
Mr. Moscoso. They c an ; yes, sir.
Mr. Montoya. Ha ve  the y borrowed ?
Mr. Moscoso. I  ca nnot tel l you.
Mr. Montoya. W ill  you  find ou t how7 m any  appli cat ion s by Am er­

ican firms have been mad e, how7 many hav e been gran ted,  and how 
many hav e been tu rned  down, and wh at  t he  amounts  are  ?

Mr. Moscoso. In  th e In ter -A mer ica n Bank ?
Mr. Montoya. Yes. I  ventu re to  say no t one Am erican  firm has 

been able to borrow a nickel ou t of  ther e.
Mr. P assman. Do you wa nt it  i n all catego ries ? You wan t all  the 

dif ferent  f ace ts ?
Mr. Montoya. In  the  I nte r-A me ric an  Bank.
Air. Moscoso. U.S. firms?
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Mr. Montoya. Yes. Do you know of any U.S. firms which have 
borrowed money from the Inter-American Bank ?

Mr. Moscoso. No, sir.
Mr. Montoya. You say there have been applica tions made?
Mr. Moscoso. I refer to the applications made for  the investment 

guarantees.
Mr. Montoya. I speak of the Inter-American Bank.
Mr. Moscoso. I don’t know of any.
Mr. Montoya. But they can make applications  for  loans?
Mr. Moscoso. They can; tha t is right .

IN V E ST M E N T  GU AR AN TE ES  AV AI LA BL E SIN C E  1 9 4  8

Mr. Passman. Would it be fa ir to state how long investment g ua r­
antees have been available for  Latin American investment on the  pa rt 
of American firms ?

Mr. Moscoso. 1948.
Mr. Passman. It  is 14 years and not 2 years, is i t 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. Bu t the program has been open and available since 

1948?
Mr. Moscoso. Only for certain specific risks.
Mr. P assman. Dur ing this period, percentagewise, relatively few 

Americans took advantage of the investment of capi tal under the 
guarantees ?

Mr. Moscoso. Here  are some of the companies that  did. 

IN V E ST M E N T  GU AR AN TE E PA RTIC IP A TIO N

Mr. P assman. 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 inser t tha t statement in the record, unless 
there is some advantage to reading it  in. We want to know the  tota l 
amount of capital.

Mr. Moscoso. There is no total  fo r Latin America bu t by countries.
Mr. Passman. We shall still get the total.
Mr. Moscoso. Yes, sir. Costa Rica, $873,000.
Mr. Passman. That is the  tota l ?
Mr. Moscoso. This is the tota l for the country of Costa Rica for 

expropriation guarantees.
Mr. Passman. That is the amount available or is tha t the amount 

tha t went into the country ?
Mr. Moscoso. The amount tha t went into the country which was 

guaranteed.
Mr. Passman. Can you get the total  and put the whole total in the 

record ? You can do it at a subsequent date.
Mr. Moscoso. Very well.



(The  inf ormation  req ues ted f ol lows:)
Investment guarantees issued through J un e SO, 1962, to TJ.S. firms in La tin  Am eric a

In vesto r P ro d u c t C onv ert ib il ­
it y

E x p ro p ri a ­
ti on

A rg en tina :
F ord  M o to r C o____________ ____ . . .

D o ............................. - ..................... -
A m er ic an  Li fe In su ra n c e ............... ..
C ha se  In te rn a ti o n a l (C IIC ) ______
C hem ic al  In te rn a ti o n a l (C IF )_____
C it ie s Se rv ice C o m p a n y  ..............
C on ti nen ta l O il C o m p an y  1_______
E li  W is hn ic k  F o u n d a ti o n _________
E m pre sa s E le ct ri ca s A rg en ti nas-----
K eyst one C u sto d ia n  F u n d s,  In c ___

D o ................. ........................... .........
L azard  F re re s_____________________
L evy , J an e t W ____________________
M org an  G u a ra n ty  In te rn a ti o n a l 

F in an ce  C orp .
P h il ad e lp h ia  I n te rn a ti o n a l (F II C )_ .
U nderw ri te rs  B an k , I n c . ..... ............. .
U n it ed  S ta te s R u b b e r  C o.1 ------------
W it co  C hem ic al C o.  In c .1. . . .............
W it co  F o u n d a ti o n .................. . ............

T o ta ls .

B olivi a:
A nd es  O il C o ............................................
A nd es , So hio & H ancock ................. .
B ig  C hie f I n te rn a ti o n a l C o rp ......... ..

D o . . .______ ___________________
C ha co  P e tr o le um  (U nio n P etr o le ­

um  B oli v ia na , S. A ., M onsa n to  
B olivi a In c .,  M u rp h y  O il de  
B olivi a,  S .A .) .

P a n  Geo  A tl as C o rp ora ti on________
D o __________ _____ ______ _

S out h A m er ic an  P la ce rs , In c ______

T o ta ls .

C os ta  R ic a:
A m er ic an  B ro adcast in g-P ara m ount 

T heate rs , In c.
D o .......................................................
D o .......................................................
D o.......................................................
D o .......................................................

S ta n d a rd  F ru it  C o________________

T o ta ls .

G uat em al a :
F arm en  & So n Lo gg ing C o__
F arm en , O liv er .............. .............
G oo dy ea r T ir e & R ubber C o.
D o __________________________
K opper s Co ., In c ____________
R . J . N ob le  C o ............................

T o ta ls  .

H a it i:
C on ti nen ta l C op pe r & St ee l In d . 

In c.
L ou is  Sc ha rf , e t a l________________

D o ................... . .................................
W est  Indie s F ru it  & S te am sh ip  C o.

T o ta ls .

H on d u ra s:
A m er ic an  B ro ad cas ti ng-P ar am ount 

T heate rs , In c .1

P u re  Oil Co . of H ondura s_________
S ta n d a rd  F ru it  C o________________

T o ta ls .

’Is su ed  s ince  M ar . 31, 1962.

A uto m oti ve  ve hic le s.
. . . . d o . ...........................
P A S A  P ro je c t. ............
P e tro chem  ic al s........ ...
. . . . d o .............................
. . . . d o ......................... ..
____d o ........ ............... ..
___ d o ........ ................... .
____d o ........ ................... .
____d o ............................ .
. . . . d o ........................... .
___ d o ........ ........... .........
____d o ........ ........... .........
____d o ............................

.d o .

.d o .

.d o .

.d o .

.d o .

$14 ,000,000
55,200 ,000 

251,669 
5,20 1,18 1 

838,901 
8,880 ,00 0 
8,880 ,00 0 

167, 781 
1,677,800 

671,120 
671,120 

1,887,524  
167,781 
838,901

838,901 
335, 560 

8,880 ,00 0 
4,8 10,000  

167, 781

114,366 ,020

Oil ex p lo ra ti on  an d  d ri ll in g .
____d o ........ ..................... .............
___ d o ........ ......................... .........
____d o ............ ............... ...............

O il w el l s erv ic es.
. . . . d o ....................
G ol d d re d g in g .. .

T V  s ta ti o n .

.d o .

.d o .

.d o .

.d o .
B a n a n a  proc es si ng  p la n t.

Log gin g o pera ti on___________
____d o _______________________
R u b b e r  an d  ru b b e r p ro d u c ts .

........ do____ __________________
T im b e r  o p era ti o n ___________
S an d  a n d  gr av el  o pera ti o n __

C opper m in in g  a n d  e x p lo it a ti o n .. .

C ho co la te  a n d  ass oc ia te d p ro ducts .
____ do ____________________________
B a n a n a  p ro d u c ts  a nd  p ro ce ss in g .. .

Tele v is io n .

E xp lo ra ti on  for  oi l_______
B an a n a  p ro ce ss in g p la n t.

500,000

500,000

105,000

31.250 
28,125 
12.500 
9,5 55

177,000 
70,000

447 .600

1,770,000

63,000
117,000

1,950.000

150,000

$300,000 
2.0 00,000  
2,0 00,000  
2,000.000  

10,000,000

51,344 
84,957 

3,000,000

19,436,301

105,000

26,250 
23,625 
10,500 
7,791 

700,000

873,166

177.000
70,000

100,000
1,900,000

325,000 
200,000

2,772 ,00 0

1,3 40,000

63,000 
117,000 

1,000 ,00 0

2,5 20,000

150,000

1,900.000
1,200,000

3,2 50,000
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Investment guarantees issued through June SO, 1962, to U.8. firms in 
Latin  America—Continued

In v e s to r P ro d u c t C o n v e rt ib il ­
it y

E x p ro p ri a ­
ti on

P ara g u ay :
D ugger -H olm es ____________________
F ir s t N a ti o n a l C it y , M org an  G uar­

a n ty , an d  Im peri a l A gri cu lture . 
P u re  O il Co.  of  P ara g u ay , In c.  

(W il li am s B ro s.  C orp ., S in cl ai r 
P a ra g u ay a n  Oil C o.,  T id ew ate r 
O il Co. , an d  P ara g u ay  G ulf  Oi l 
C o.) .

T o ta ls .

P eru :
G en er al  F oods C o rp . 

D o ...........................
W . R . G ra ce  & C o . -

D o ........ ...................
D o ............................

Kel lo g C re d it  C o rp ..

T o ta ls .

G ra nd  to ta l____________ _____ ___
T o ta l o f al l i n v e stm en t guara n te es 

to  U .S . fi rm s in  L a ti n  A m er ic a.

A gri cu lt u ra l p ro d u c ts .........
C a tt le  r ai si ng an d  fa rm in g.

E xp lo ra ti on  an d  explo ita tion  for 
oil .

Foo d pr oce ss in g______
____ do ................ ...............
C aust ic  s od a,  ch lo ri ne.  
S y n th e ti c  f e r t il iz e r .. ..
F o ld in g  b ox es ________
T ele phone se rv ic e.........

$785,000 
3,1 27 ,00 0

3,912 ,00 0

50,000 
74,000 

3,000 .00 0 
112,600 
222,800 

8,2 20 ,46 8

11,679 ,868

$785 ,000
3,1 27 ,00 0 

3,0 00 ,00 0

6.9 12 .00 0

135 ,563,023 37,699 ,727
173 ,262,75 0

Investmen t guarantee app lications in  process, Ju ne  30, 1962

C o u n tr y C o n v ert ib il it y E x pro p ri a ti on W ar ri sk T o ta l

T o ta l,  L a ti n  A m er ic a.

A rg e n ti n a .. ...........................
B o li v ia  ............ .........................
C h il e _____________________
C olo m bia ................. ............... .
C osta  R ic a .............. .................
D om in ic an  R e p u b li c ............
E c u a d o r ....................... .............
E l  S alv ado r..............................
G u a te m a la ........ .......................
H a i t i__________________ _
H o n d u ra s .................. ...............
N ic a ra g u a___ _____ ..______
P a n a m a  ...................................
P a ra g u a y ................. ..................
P e ru .................................... ........
U ru g u ay .....................................

$856,21 3,873 $192,160, 766 $6,040 ,345 $1 ,05 4,4 14,984

366 ,555,07 6 
9,4 29,075  

67,9 60,000  
82,0 07,500  
28,6 97,000  

8, 559,100 
10,401, 756 
3,67 3, 500 

51,835, 766 
61,8 50,200  
22,2 50,000  

8,8 25,707  
1,610,000  

16,3 00,0 00 
55, 599,500 

1,00 0,000

9, 977,537

27,491 ,000
5,497 ,05 0

10, 738, 556
3,601 ,45 0

47,8 65,766  
41,7 93,200  
22,2 75,000  

9,02 8, 707 
1,610,000  

10,300 ,000

1,0 00,000

3,918 ,34 5

1,0 90,000  
1,0 32,000

366 ,555,076
19,4 06,6 12 
67,960 ,000 
82,007 , 500 
56,188 ,000 
17,974, 495 
21,140 , 312 

7,2 74 ,95 0 
99, 701, 532 

103 ,643,400 
44 ,52 5,0 00  
18,944 ,414 
4,2 52 ,00 0 

26 ,60 0,000 
55, 599, 500 
2,0 00 ,00 0

AI D TO OAS COU NTR IE S VO TING  AGAIN ST  EX PU LSIO N  OF  CUBA

Mr. P assman. At the recent Punta  del Est.e Conference several of 
our Latin American neighbors did not agree with the desire of the 
United States to oust Cuba from the OAS. Tha t is a statement of 
fact, is it not?

Mr. Moscoso. Some did no t; yes.
Mr. P assman. Can you give us the names of the nations which did 

not vote with us ?
Mr. Moscoso. Mexico, Brazil, Bolivia, Ecuador, Chile, and Argen­

tina.
May I  say, Mr. Chairman,  tha t they did, however, vote on the reso­

lution expressing the views tha t communism was incompatible-----
Mr. P assman. First, let us get the facts in the record. There were 

six of these nations ?
S 7 9 4 S — 62 — p t.  3------- 8
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Mr. Moscoso. That is right.
Mr. P assman. Can you give us the amount of aid you had for these 

nations in fiscal 1962, refer ring to all aid ?
Mr. Moscoso. Mexico $20.7 million; Brazi l $85.3 million; Bolivia 

$32 million; Ecuador $20 million; Chile $143 million;  and Argentina  
$22 million.

Mr. P assman. Now, can you give us the estimate for fiscal 1963 for 
the same countries? Tha t includes the development credits as well 
as the grants. Give us the total.

Mr. Montoya. Does tha t include Public Law 480 ?
Mr. Passman. No.
Mr. Moscoso. Development grants and loans.
Mr. Passman. Military and all the others come up later.
Mr. Moscoso. In the  case of Mexico $--------.
Mr. Passman. Did tha t include the token commitment, when the 

Presiden t went down, fo r $20 million?
Mr. Moscoso. Tha t is in 1962.
Mr. P assman. You put tha t back in fiscal 1962?
Mr. Moscoso. It  was a loan agreed upon.
Mr. Passman. You surely obligated tha t in a hurry .
Next, Brazil?
Mr. Moscoso. Brazil $— ---- ; Bolivia $■ — —; Ecuador $-------- ;

Chile $-------- ; and Argen tina $------- —.
Mr. Passman. It  seems tha t is quite a compensation for thei r at­

titude, does it not?
Mr. Moscoso. I wouldn’t call it-----
Mr. P assman. I am not asking you to buy, subscribe to, or under ­

score it, or anything like that.
(Discussion held off the record.)

DIRECT BUDGETARY SUPPOR T

Mr. P assman. Where you do not have direct budge tary support,  so 
as to indicate a higher budget collection, do you let them do tha t 
indirectly? How much of the funds tha t we have been discussing 
would you say is completely pinned down for projects, to the point 
tha t 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 no t; 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. Passman. With  reference to budgetary suppor t. Could you 

tell us the amount of the total direct budgetary  suppo rt ?
Mr. Sternfeld. You mean cash transfers to the budget ?
Mr. P assman. Cash transactions. Give it to us for fiscal year 1961 

if you have it.
Mr. Sternfeld. For  1961, the cash transact ions were $35 million.
Mr. P assman. And fiscal year 1962?



113

Mr. Sternfeld. $48 million estimated.
Mr. Passman. Now could you give us the estimate for fiscal 1963?
Mr. Sternfeld. $--------.
Mr. Passman. Tha t is the direct cash transactions, or budge tary 

support,  as we understand it ?
Mr. Moscoso. That is right.
Mr. Passman. When we get into the indirect budge tary support, 

that  would be in the field of guess ing; would it not ?
Mr. Moscoso. It  is very difficult to estimate.
Mr. Passman. We would be in the field of guessing.

SH O RT-T ERM  LO AN S BY  U .S . CO M M ER CI AL  BA N K S

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. P assman. And sometimes New Orleans banks, I  imagine.
Mr. Moscoso. Perhap s; yes.
Mr. P assman. So tha t is another  source from which they can draw?
Mr. Moscoso. Usually  for  short terms ; yes.
Mr. P assman. H ow 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.
CO N TIN G EN CY  FU N D  ALL OCATI ONS,  19  5 9 - 0 2

Mr. P assman. Could you te ll us how many of the countries in  your 
area for which you had a contingency allocation in fiscal years 1959, 
1960,1961, and 1962?

Mr. Moscoso. We have 1961 and 1962.
Mr. Passman. H ow much did you allocate out of the contingency 

fund for 1961 ?
Mr. Moscoso. We have 1962.
Mr. Passman. I am ta lkin g about fiscal 1961.
What was the tota l aid program for Lat in America in fiscal 1962 ?
Mr. Moscoso. $482 million.
Mr. Passman. 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 1962?
Mr. Moscoso. Yes, sir.
Mr. P assman. H ow much ?
Mr. Moscoso. $87 million.
Mr. P assman. How accurate, how up to date, are those figures ?
Mr. Moscoso. These are figures as of May 31, sir.
Mr. Passman. Do you have the Jun e 30 figure ?
Mr. Tennant. As of June  30, $81,347,000.
Air. Sternfeld. The difference is due to the fact  one country was 

reduced.
Mr. Passman. Which country did you reduce ?
Mr. Sternfeld. Hai ti.
Mr. Moscoso. Where, instead of $8,250 million, it is $2 million.
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SU PP ORT IN G AS SI ST AN CE  FOR FI SC AL YE AR  1 9 0  2

Mr. P assman. Did you have any supporting  assistance for any of 
the countries in Latin America in fiscal year 1962 ?

Mr. Moscoso. Yes, sir.
Eight  countries.
Mr. Passman. Would you tell us what countries and in what 

amounts?
Mr. Sternfeld. These are preliminary figures as of June  30, 1962. 
Mr. P assman. At the time tha t you prepared this statement as of 

May 31, I believe you only indicated three countries, did you not, 
Mr. Tennant?

Mr. Tennant. I believe tha t is correct for supporting assistance.
AL LO CA TIO NS  FR OM  CON TI NGEN CY FU N D

Air. Passman. Could you tell us on what date you allocated from the 
contingency fund any amounts to these countries?

You may insert the informat ion in the record.
Mr. Moscoso. Yes, sir.
(The information follows:)

Fiscal year 1962 contingency fu nd allocations to Latin Ame rica n countries

D ate  o f a lloc at io n C o u n tr y A m oun t

N ov . 8, 1961 ............ ....... ............. ........... B ri ti sh  H o n d u ra s____________________- ____ i $309 ,000 
8,0 00,000  
6,0 00,000  
9,900 ,00 0 

10,000 ,000 
15,000 ,000 
30,000,000 
’ 2,250 ,00 0 

25,000

b ee . 14, 1961 E c u ad o r___________________________ _______
De c. 27, 1961 P e r u ______________________________ _____ -
Tan 17'1969 P a n am a__________________ _______ ________
F eb . 15, 1962 ____________ ___________ D om in ic an  R ep ub li c............ ......................... .......
F eb . 2 1 ,1962 ________ __________ ____ ___ do_______________________ ______________

D o ' ............................. ........... . ............... C o lo m bia ____________________ ____ ________
M ar . 28, 1962 .................... .............................. H a it i______________ ______ _______ ________
Ju n e  26, 1962 . . . __________________________ H o n d u ra s____________ _____ ______ ____ ___

T o ta l 81,475,000

1 As  o f J u n e  30, 1962, o bligat io ns  w er e o n ly  $244,000 (p re li m in ar y).
’ A s of J u n e  30, 1962, ob ligat io ns  w ere o n ly  $2,178,000 (p re lim in ar y).

FI SC AL  YEAR 1 9 6 2  AID FOR BA LANCE- OF- PA YM EN TS PU RP OS ES

Mr. Passman. Could you break out for us the amount of aid tha t 
has been extended in fiscal year 1962 to all of Lat in America for 
strict ly balance-of-payments purposes?

Mr. Moscoso. By country, sir?
Mr. P assman. Yes, by country; but if you want to, you can give us 

the total now and insert it in the record by country.
Air. Sternfeld. We do not have the total.
Air. P assman. Read it  into the record by country. This is for bal- 

ance-of-payments purposes.
Air. Aloscoso. Colombia, $30 million.
The Dominican Republic, $25 million.
Brazil, $74.5 million.
Argentina, $20 million.
That  is a tota l 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. Passman. Thank you.
We had notice tha t the estimate of the aid program fo r La tin 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 p itcher it  is 
$1,378,250,000, with the possibility it could be grea ter than that if 
the Exp ort- Imp ort Bank approves the applica tions for loans, and 
it could be less than  that  i f they should disapprove some of the a ppl i­
cations.

Is tha t a fa ir statement ?
Mr. Moscoso. Yes; except we also have to say, Mr. Chairman, tha t 

par t of these funds will be available  from international lending 
agencies.

Mr. P assman. I think I said all spigots, and I think we estimated 
those.

Mr. Moscoso. At $370 million, of which $200 million would be from 
IBR D and the other $170 million from the Inter-American Develop­
ment Bank.

Mr. Passman. And, of course, we contr ibute very substan tially to 
all the inte rnational funds?

Mr. Moscoso. That is right.

AL LO CA TI ON S TO B R IT IS H  PO SS ES SI ONS

Mr. Passman. Could you tell us the amount of funds allocated 
to the British possessions in your area in fiscal 1962 ?

Mr. Moscoso. $1,400,000 to Brit ish Guiana; Bri tish  Honduras, 
$468,000; in the eastern Caribbean, which includes a number of is­
lands, $2,900,000; and Jamaica $1 million. That is all.

Mr. P assman. Tha t is four Brit ish possessions?
Mr. Moscoso. Yes.
Mr. Passman. Do you have possessions of other countries in the area ?
Mr. Moscoso. Yes; Surinam, $470,000.
Mr. P ASSMAN. Could you give us your projec ted program for the 

Bri tish  possessions in fiscal 1963 ?
Mr. Moscoso. Well, in the meantime a couple of them will lie in­dependent nations.
Mr. Passman. They are now British possessions ?
Mr. Moscoso. That is right.
Mr. P assman. H ow much is projected for them in fiscal 1963?
Mr. Moscoso. $--------for  Brit ish Guiana; $---------for Brit ish Hon­

dura s; for the eastern Caribbean, $-------- ; and Jamaica, $—------.
That takes care of the British  pa rt of  it. Then for  Surinam, $--------.

Mr. Passman. Let us add these up, before we get out of  the Briti sh possessions.
Mr. Moscoso. $--------for  the British possessions in 1963.
Mr. Passman. In fiscal 1962, for  the Brit ish possessions, you had $5,768,000?
Mr. Moscoso. $5,800,000.
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Mr.  P assman. W ha t you gave does  not add  up  to th at  figure.
Mr. T enn ant. My figures were rou nded,  sir.
Mr. P assman. Then my f igure  is co rrect, $5,768,000 ?
Mr. T enn ant. Yes, si r.
Mr. Passman. You have  a planne d aid  prog ram  fo r the  Br iti sh  

colonies, or  possessions, of  $------— in fiscal 1963 ?
Air. Moscoso. Th is is not exac tly p lan ned, Mr. Chairma n.
Mr.  1 ’assman. I t is you r esti ma te ?
Mr. Moscoso. Yes. You  see, quite a s ub sta nt ial  a mount  of  th is  will 

be in loans.
Mr. P assman. You s till  hav e a pro jec ted , pla nned prog ram, or  est i­

mate, of $---------again st $5,768,000 in 1962, w hich is alm ost  a -------
per cen t increase in the  aid  fo r the Bri tis h possess ions in yo ur  area.

Mr. Rooney. Off the record.
(Discuss ion off the reco rd.)

DEVE LOPM ENT OF SAVINGS AND LOAN ASSOCIATIONS

Mr. P assman. Mr. Am bassador,  as we have discussed wi th othe r 
witnesses in othe r area s, unde r y ou r tech nical and gr an t aid sections, 
you are  trai ni ng  these peop le—I  am spe aking  now of  th e vil lagers , 
the people you  are ac tua lly  tryi ng  to help------

Mr. Moscoso. Tha t is ri gh t.
Mr. P assman. How  to develop  into bankers, and  how to apply  fo r 

credit s or  loans, and  how to opera te th ei r own small ind ust rie s? We 
have  de velopment b ank p roject s, and we t ra in  them how to  be ba nke rs, 
and the n give them  a course on how to  opera te the ban ks,  once the y 
have  been tra ine d.

Mr. Moscoso. We  are  ass isti ng qui te a numb er of  countries in set ­
tin g u p savings  and lo an assoc iations. I hope they do a lit tle  bit  bett er 
job than  some I  hav e seen aro und here . We have  b ro ug ht  in  a n um ber  
of t he more expert  sav ings  and loa n associations------

Mr.  P assman. From  A merica ?
Mr.  Moscoso. From  A merica , g et tin g some f rom  th e South , to t ra in  

some of  these  new personnel in the opera tion of  sav ing s and loan 
associations.

In  Pe ru  we have been quite  successful. A numb er of them have 
been set up  and  alr ead y the y are  showing some pro gre ss.  We  are  
ha ving  some success also in Venezue la and  in several  othe r Lat in  
Am erican  countries .

Mr.  P assman. A ft er  they become profic ient  i n the  field they become 
elig ible  for  loans?

Mr. Moscoso. Normally  we tr y  to assi st them by ma kin g wh at  we 
cal l a  seed loan.

Mr. P assman. They a re e ligib le f or  a seed loan .
Mr.  Moscoso. An d th at  has been ma tch ed by a local cou ntry 

contr ibu tion.
Mr.  P assman. You develop it  to where the y are  elig ible  fo r loans?
Mr.  Moscoso.  Th at is rig ht .
Mr . P assman. And  we assume the  loans are  app rov ed, based on 

the wor thin ess  of  the  appli cat ion , bu t the  reques t fo r capit al could  
be ve ry substa nti al over  all these countri es?

Mr.  Moscoso. An d the  amou nt of  c ap ita l the y wil l mobilize  in these 
cou ntr ies  will  also be su bstan tia l, M r. C ha irm an .
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Mr. Passman. But, if they have been prope rly train ed, it would 
require additional capital ?

Mr. Moscoso. A little  bit of assistance from us to begin with.
Mr. P assman. We are not going beyond the seed capit al stage?
Mr. Moscoso. That is correct.
Mr. P assman. Do you plan  to go beyond the  seed capital phase ? 
Mr. Moscoso. No, sir.
Mr. P assman. Do you have hundreds  of small financial insti tutions 

in your region?
Mr. Moscoso. No ; we do not have hundreds.
Mr. P assman. I thought there were hundreds  ?
Mr. Moscoso. No, sir.
Mr. Passman. Will you make a check of that  mat ter, because I 

discussed it with your friends and I though they were doing a job 
down there. Maybe you call them credit unions. That is a form of 
making loans, it it  not ?

Mr. Moscoso. Yes. I will get you the information.
(The following was submitted for the record:)

F in a n c ia l  I n st it u t io n s  in  L a t in  A m er ic a

Hun dred s of small financial ins titu tions in La tin  America have sprung  over 
the  past few years  as  a result, of U.S. ass ista nce  and effo rts on the  pa rt  of the  
governments and  of ind ividuals .

Although AID does not  give dire ct ass istance  to  all the  sma ll financia l insti tu­
tions which have been cre ated, it  encourages  t he  e stablishment  and  development 
of such organizations .

Aid has  been given in two for ms : (1) Technical ass ista nce  in the  forma tive 
stages,  and  (2) seed cap ita l upon estab lishm ent. For example, as a res ult  of 
technica l ass istance , Chile estab lished a nationwide network of new privat e 
savings and loan  associations.  A DLF loan of $5 million,  approved  in May 
1961, provided seed capit al for  the  Cen tral  Savings & Loan Ban k of Chile, 
which has  now form ed 18 pr iva te savings and  loan associations.  Savings  are  
coming into the  system at  the  ra te  of about $1 million a month.

In  the  la tte r pa rt  of 1960, the Government of Columbia esta blished  a system 
of mutua l funds for the  purpose of encouraging  pr iva te savings which could 
be funneled  into  public and  pr iva te inves tments. Every company which has a 
cap ital iza tion of over 500,000 pesos ($250,000) and employs at  lea st 20 persons 
may pa rticip ate  in the  system. The  Government of Columbia is also prom oting 
the  establishment of priva te financial corporat ions  by acco rding  certa in cre dit  
privi leges  and  tax concessions. Thre e such corporat ions  hav e now been 
establish ed.

An example of an ind ividua l’s effort  is that  of an American priest , Fa ther  
Dan iel McClellan, of the  Maryknol l order.  He was responsible  for  the  estab­
lish ment of credit  unions in Pe ru, of which the re ar e now 248.

In fiscal year 1962, AID had  14 gr an t pro ject s which had  as pa rt  of their objec­
tive  the esta blishment  of such financial ins itut ions as cre dit  unions, savings and
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tions. These projects are as follows:

Fiscal year 1962 obligations
Boliv ia: Thousands

Supervised agricu ltural  credit_______________________________  $19
Indus trial development_____________________________________ 110

Braz il: agricu ltural economics and cooperatives_____________________  97
Chile: Develoment bank for small industry________________________  1
Colombia: Agricultural credit and cooperatives-------------------------------  57
Ecuador: Housing—Savings and loan-------------------------------------------  91
Panama: Assistance to housing—Savings and loan, and mortgage

insurance ins titu tion_________________________________________  15
Paraguay : Credit cooperatives and marketing-------------------------------  10
Pe ru :

Housing and urban development—Savings and loa n; and advice on 
finance and loan procedures________________________________  SO

Agricultural  credit and cooperatives___________________________  17
Venezuela:

Rural improvement_________________________________________  9
Indu stria l development (strengthen staff, methods, and procedures of 

the Development Corporation and the Commission for Loans to
Small Ind ust ry) ---------------------------------------------------------------  80

Housing__________________________________________________  9
Latin America—Regional: Credit union leadersh ip train ing----------------  160

Total___________________________________________________  755
The four following loans providing seed capital were approved by AID in 

fiscal year 1962:
Thousands

Chile: Chilean Development Corporation (CORFO)----------------------- $40,000
Ecuador: Industria l Credit Corporation--------------------------------------  5,000
Mexico: Nacional Financiera (for supervised agricultural cre dit )------  20, (XX)
Venezuela: Agricultural and Livestock Bank (for supervised agricul ­

tura l cre dit )______________________________________________  10,000
Total_________________________________________________  75, 000

Mr. P assman. 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 theU .S. courts ?

Mr. Moscoso. I do not think we would.
Mr. P assman. Has the  Dominican Republic-----
Mr. Moscoso. Now I see your point.

D OM IN IC A N REPU BLIC  CL AIM S

Mr. P assman. I s the claim of the Dominican Republ ic fo r $22 mil­
lion surtax,  or whatever you call it , still pending in the courts?

Mr. Moscoso. Yes; it  is still pending in the courts.
Mr. P assman. Has any decision been made ?
Mr. Moscoso. As far  as I know, no.
Mr. P assman. Under  our system of law, and under internat ional 

law, we usually wait for the court to determine these cases before 
we settle the claims, do we not ?

Mr. Moscoso. Yes, T unders tand that is the case.
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AID OBLIGATIONS OF SOCIA L PROGRESS FU ND

Mr. P assman. You recall that last year we had the bill implement­
ing the Bogota agreement in the amount of $500 million, and you had 
an additional $100 million for Chile?

And we brought the bill out intact , even though  the documented 
list could no t be bui lt beyond $394 million, the reason being that we 
were considering it during a time when we had some emotional and 
political upsets. In tha t appropriation , we provided $100 million for 
the ICA, now AID.

Could you tell us how you allocated tha t $100 million, for which you 
had no program at the time ?

Mr. Moscoso. We have obl igated, as of Jun e 30, $57,829,000.
Mr. P assman. Of tha t special bill we brought  out?
Mr. Moscoso. Yes.
Mr. Passman. You have only obligated how much?
Mr. Moscoso. $57,829,000.
Mr. P assman. Will the other lapse ?
Mr. Moscoso. No.
Mr. Passman. This  will remain available  until  expended?
Mr. Moscoso. That is righ t, sir. Mr. Chairman, as you know, I 

came into the picture in November when the agency was going throu gh 
a reorganization and the whole program was being turned around, 
and so forth . 1 decided 1 would much prefer to be slow about the 
way we did  go ahead with the implementation of th is.

Mr. P assman. It  follows, nevertheless, that we brough t the bill out 
in advance of the  regular  bill, and there was no planned program for 
it at the time; we brought it out intact,  but  at this time, 14 months 
later,  you still have how much unobligated?

Mr. Moscoso. $42 million.
Mr. Passman. $42 mill ion unobligated ?
Mr. Moscoso. Yes, but let me tell you, Mr. Chairman-----
Mr. P assman. You have $42 million unobligated ?
Mr. Moscoso. Yes, sir.
Mr. Passman. But you do have a p lan in the making whereby you 

can utilize the $42 million advantageously  ?
Mr. Moscoso. Better th an tha t, Mr. Chairman . We have been able 

to make obligations  in the past few days for  importa nt programs.
Mr. Passman. I thou ght I had said it clearly, tha t you will use it  

to good advantage  in the program and that you will need all the 
money ?

Mr. Moscoso. Tha t 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. R ooney. Mr. Chairman, I should like to first say that I regret 

tha t circumstances have been such tha t I have not been able to be 
present throughout the testimony of Ambassador Moscoso. I have 
been delighted, during the progress of it, though, to have been in­
formed a number of times by our distinguished chairman of the great  
impression he has received from your testimony. In  the time I have 
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 tha t I shall read the record of the part s of your 
testimony given when I was not present.

Mr. Passman. Will the gentleman yield ?
Mr. Rooney. Yes, Mr. Chairman.
Mr. P assman. I am greatly impressed with your sincerity , Mr. Am­

bassador, and the manner in which you are try ing  to grasp  this 
program. I heard last evening, in talkin g with Mr. Rooney, th at you 
are actually hard-boiled with these people, and you are endeavoring 
to get the best return you can in every instance. I hope your reputa ­
tion for dealing tha t way becomes even more stern in the future, 
because I think we are in accord tha t is the only way in which we 
can accomplish our objectives.

Mr. Rooney. Off the record.
(Discussion off the record.)
Mr. P assman. Mr. Rhodes do you have any general questions ?
Mr. Rhodes. I have no general questions at all, Mr. Chairman.
Mr. Passman. We shall recess until tomorrow at 1 o’clock p.m.

F riday, J uly 27, 1962.
Mr. Passman. The committee will come to order.

U NEXPE NDED BA LA NC E AS OF  J U N E  3 0 , 1 9 6  2

You gave us as unexpended $6,712,500,000.
Mr. Tennant. There is one item on this list tha t you wanted 

dropped out which was borrowing authority  from the old ECA 
transactions.

Mr. Passman. But it  is still a par t of it ?
Mr. Tennant. Technically, it is a par t of it.
Mr. P assman. Then, I can jus t put in “miscellaneous” $500,000, 

and I  would be accurate ?
Mr. Tennant. Yes, sir.
Mr. P assman. The figure would be $6,712,500,000 ?
Mr. Tennant. Tha t is right.
Mr. Passman. I hope you have found for us development assist­

ance, and will tell me what  accounts from which to get those items.
Mr. Tennant. I have in those schedules an amount on development 

assistance.
Mr. Passman. Tell us what accounts, I  will s ubtract those when I  

sta rt breaking them out. I f  I added them to this  list, would tha t 
inflate it?

Mr. Tennant. 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, I would merely take them out of the figures 
above ?

Air. Tennant. Yes. They are the figures above.
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P IP E L IN E  FO R AL L FO RE IG N AI D PR OG RA MS  AS OF  JU L Y  1 ,1 9 6 1

Mr. Passman. The fiscal year 1962 appropriat ions for foreign aid, 
including the Inter-Amer ican Development Bank and the Inter na ­
tional Development Association, as well as funds  rea ppropria ted from 
sales and miscellaneous and unexpended funds  from prior years, gave 
a pipeline of $10,078,319,114 as of Jul y 1, 1961, covering available 
funds for expenditure  an d/o r obligation for fiscal year 1962. I would 
like for the Contro ller to have a look and see if I have stated  the 
figures accurately.

Mr. T ennant. Yes, sir, these are the unexpended figures including 
the fiscal year 1962 appropriation s and the IDA , IDB  and the Peace 
Corps.

Mr. Passman. And the list tha t 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. Tennant. I did not include those international agencies.
Mr. Passman. And I  did not include them in my carryover from 

Jun e 30, 1961. I think it is important that  we indicate that fact.
Mr. T ennant. That is rig ht, in thi s other listing tha t you had, sir.
Mr. P assman. All of the $10,078,319,114 was available  fo r expendi­

ture , had you acomplished the work for  which the money was obli­
gated. Any par t, or all of it, could have been expended had the 
projects  been completed to where you could have made payment? 
There  is no restric tion as to when you would actually  expend the 
money, if the contract had been entered into and services rendered 
for  it ; is that a statement of fact ?

Mr. Tennant. That is r ight . Of the $10 bill ion, roughly $5.8 bil­
lion was obligated.

Mr. Passman. But the poin t is, had the services been rendered and 
the statements made for payment , you would have had the money 
to pay for  everything tha t came in ?

Mr. Tennant. Th at is correct, sir.

E X PE N D IT U R ES AGAIN ST  19  62  A PPROPR IA TIO N

Mr. P assman. Of the $10,078,319,114 tota l last year, the reap ­
prop riations amounted to $4,229 million; have I stated tha t figure 
correctly ?

Mr. Tennant. That is correct, sir.
Mr. Passman. If  we subt ract from the $10,078,319,114 the $6,712,- 

500,000 on hand Jun e 30, fiscal year 1962, i t would indicate  that  you 
drew out of the pipeline for the operation of this  program d uring fis­
cal year 1962 $3,365,819,114; is that  correct ?

Mr. Tennant. That is correct  on tha t computation, sir, which in­
cludes some Peace Corps and these other agencies-----

Mr. P assman. I am keeping it  all together. You did not include 
the Peace Corps in your recap itulat ion ?

Mr. Tennant. No, si r; I did  not.
Mr. Passman. It  is a pa rt of the foreign aid, as far as I can 

see.
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Air. Tennant. 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. T ennant. Since the Peace Corps isn’t under our jurisdic tion, 

I would have to obtain tha t from the Peace Corps, sir, which I  would 
be glad to do.

Mr. P assman. The Peace Corps  appropriat ion was $30 million for 
fiscal year 1962, so it would not make a grea t change.

Air. Tennant. That  is correct.
Air. P assman. 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 tha t correct?

Out of the same recapitulation we have been talking about ?
Air. Tennant. The figures are stric tly on mutual security.
Air. Passman. I know that. I  am not including Peace Corps.
Air. Tennant. The mutual security figures-----
Mr. Passman. We certainly  have to get the record straight, You 

have the recapitulat ion sheet I  just gave you.
Air. Tennant. The figures are roughly in the same magnitude.
Air. P assman. Then the total amount of Peace Corps on the re­

capitula tion, from which we are subtracting, was $31,202,609; is tha t 
correct ?

Air. Tennant. Tha t is correct, sir.
Air. P assman. We could not change these figures but a few million 

dollars by deleting the Peace Corps, could we?
Mr. Tennant. Tha t is generally correct but there is also in there 

the Tnter-American Bank and the IDA.
Air. P assman. Would you be able to tell us whether or not In ter ­

national Monetary funds are included?
Air. Tennant. They are not included. I do not believe,

EXPENDITURE AVAILABILITY

Air. Passman. Then let us go back i f we may. The figures I  have 
indicated are correct, but let us jus t consider mutual security. If  
we limit  i t to mutual security, leaving out IDA, Inter-Amer ican De­
velopment Bank and Peace Corps, the to tal available for  expenditure 
was $9,910,100,000; is that  correct ?

Air. Tennant. That is correct.
Air. Passman. And you had available for expenditure  this entire 

amount, had the service been rendered and the vouchers and invoices 
been submitted ?

Air. Tennant. That is correct, sir.
Air. Passman. But  you only actually drew out of the pipeline and 

expended $3,198,100,000 ?
Air. Tennant. That  is correct.
Air. Passman. You lef t unexpended in this category, then, $6,- 

712,000,000?
Air. Tennant. That is correct, sir.
I think it should be pointed out many of the obligations tha t oc­

curred during fiscal year  1962 would not be reasonably expended 
during the fiscal year.



123

Mr. P assman. I did not suggest th at they did. Have I  been sta ting 
the figures accurately ?

Mr. Tennant. That is correct.
Mr. Passman. You have had large funds on projects from prio r 

years tha t had  built up, some of them many years old ?
Mr. T ennant. Yes-----
Mr. P assman. So, this  simply means that we p ut into the pipeline 

about $2 billion more than we pulled out of the pipeline in fiscal year  
1962, if we take the total from tha t recapitulation. It  is a fac t th at we 
appropriated  a t 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 Jun e 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 recapitulat ion sheets from this data, and it will be 
correct, and  i t is unders tood t ha t I am to add $500,000 miscellaneous, 
so as to show in the pipeline at  $6,712,500,000; is tha t correct ?

Mr. Tennant. Th at is correct.
Mr. P assman. I thought in conference that we were appropr iatin g 

too much money, but I am not  the only person in th at conference who 
has a vote.

DOM ES TI C RE VENUES  IN  L A T IN  AM ER ICA

Now, Air. 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 centra l 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 ?

Air. AIoscoso. I t sound like it. I haven’t made the full tabulation.
Air. Passman. I wonder if we can take a little  time and verify  it 

now.
Air. Ford. I did not hear the  question, Air. Chairman.
Mr. P assman. Air. Ambassador, we had a tabu lation  of the domestic 

revenues accruing 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. Sternfeld. I presume it is correct  if it came from these 
sheets—we have not added these figures up.

Air. P assman. I wonder i f you would in your spare time this af ter ­
noon, add them up, and verify it.

As we refer to these items, we call them budgetary  receipts; is th at 
correct ?

Air. Sternfeld. Domestic revenues.
Air. Moscoso. Domestic revenues.
Air. Passman. Are the budge tary receipts as indicated in these 

books a part of the revenue accruing to the treasuries  of these 
countries ?

Air. Sternfeld. Do you mean the receipts from the United States, 
are they pa rt of these figures ?



124

Mr. P assman. I did not say th at. Yon have direct budgetary  sup­
port  to the governments of these countries. Would tha t be a part 
of the total  ?

Mr. Sternfeld. 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 lit tle research. There is no indication tha t th is does not include 
the substantial budgetary, or cash receipts, tha t we made available to 
their  budgets. Do you get my point  ?

Mr. Sternfeld. Yes, sir.
Mr. Passman. 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. Sternfeld. We can add it up. I t 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:)
D omes ti c R ev en ues  of L a tin  A m er ic an  Co untr ie s 1

The table set forth below lists domestic revenues of Latin American coun­
tries, first for  1901 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 utilit ies and 
enterprises,  and other miscellaneous domestic revenue sources.

1 Figu res do not  include sta te and local tax  receipts . In the  case of Brazil . Colombia, 
and Mexico, these have an impor tance comparable to th at  in the United  Stat es.
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1961
(Dollar eq uiva lent s in  m illions]

Amou nt La te st  ye ar 
av ail ab le

Amou nt Lat es t ye ar  
av ai lab le

Arg en tin a__________ $1,753 $1, 753 H on du ra s. $37 $37Bo liv ia______ ______ 32 32 Mexi co_______ (2) 3 977Br az il.......... . ............ 1,502 1.502 Nic arag ua _____ < 37 37Chile  . .  ______ ____ 773 l 890 P a n a m a ______ 61 61Colom bia_____ _____ 416 416 Par ag ua y________ 27 27Co sta  Rica  ____ ___ 79 79 Peru . __________ 341 341Do mi nica n Rep ub lic . 129 129 U ru gu av ___________ 200 5 220Ec ua do r . _________ (*) 2 133 Ve nezuela ____ 1,590 1,59073 73
Gua tem ala_________ ‘ 91 91 T ota l_________ « 8, 421H a it i. ..  ___________ 27 ' 33

1 1962 b ud ge t es tim ate .
2 N ot  a va ilable .
2 1960.
4 F iscal ye ar  J un e 30. 
s A ID  e sti mate .
6 Inc luding  a to ta l of $274,000,000 from Brit ish Hon du ra s, Brit ish Gu iana , th e Car ibbe an , Ja m aica , Su rin am , an d Trini da d (no t inc lude d in  t he  co un tries  lis ted) , th e  to ta l becomes $8,695,000,000.

IN CO M E TA X LA WS

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. Passman. Yes.
Mr. Moscoso. There are 19 countries with laws which provide for collection of income taxes.
Mr. P assman. You may pu t them in the record.
(The requested information  follows:)

I ncom e T ax  on  I ndiv id ualsAl l countrie s in La tin  Ame rica  except  Gua tem ala  have  enacted and have  in forc e substa ntive  income tax  laws applic able to individ uals . (Gu atem ala has a proposed income tax  law applic able to indi vidu als pending before its legislature .)The  struc ture of  the income tax  on individ uals  in a number of La tin  Amer ican countr ies differs somewhat  from the struc ture of  the U .S . system. Th is is largel y because it  is based on Europ ean tax  systems . As  in the case of the U .S . system, where there are different rates  of tax on ordinary  income and on cap ital  gains , so, in a number of La tin  American  countr ies, the basic  tax  con­sists  of a number of so-called sche dular taxe s, each schedule rela ting  to a diffe r­ent type of income. One or more of the taxe s under these schedules are often imposed at a flat rate  on all  income of the type of quest ion ; at times they are imposed at  grad uated rates, w ith top brackets.In the table  below, where there is a schedular system (noted by the letters  “ S and “ C ” on differe nt lines imme diate ly follo wing 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 gradu ated,  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.  Sim ilar ly, in such cases, in the “Top rates”  column, the lowest and high est of the gradu ated rates on such schedules are inserted.Wher e the schedular system is in effect, there is usu ally  imposed, as an addi­tiona l tax  (over and above the sum of  the taxe s imposed under the different schedules) a so-called complementary tax . Th is is a tax  imposed on total taxab le income, sometimes after the deduction of the schedular  tax es themselves. The complem entary tax is usually imposed on a gradu ated basis.  As a result, in the table set forth  below, the total  effective tax  in countr ies with  a schedu lar and a complementary tax  system is the sum of the taxes  imposed at the varying rates noted under the column “Top rate s” for  both such taxes .



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 indi rect 
taxes, and from customs levies and the like. This was the case in the 
United States prior to 1914.

2. Even as regards the income tax on individuals, the proportion of the 
total tha t is imposed on i»ersons in the top brackets is usually not a large 
proportion of the whole. The number of taxpayers  in those brackets is also 
relatively small.

Information with regard to top rates applicable to individual incomes ” 7,

T op  b ra ck et am ounts  1
Off icia l

N am e of  co nv er si on  
cu rr ency  ra te  to

US$1

T op  ra te s (p er ce nt)  >

A rg en ti na (S 2)
(C  21........ .........
B ol iv ia  (S )-----

4,000,000 ................................
22 ,000 ,000 ... ........................

9.
45.
21 an d  25.

(C )...............................................
B ra zi l (8 )--------------------------
(C )_  —.........- .............................

C hi le  ( S)....................................
(C ) ...................................- .........
C olo m bia _________________
C ost a R ic a -------------------------
D om in ic an  R epub li c  ( S ) „ . -
(C ) ...............................................
E c u ad o r__________________

70,000,000.

800 ti m es m in im u m  
wage.

20 tim es  m in im u m  w ag e.
2,000,000..........................—
500,000..................... ..............

40,000 .....................................
100,000 an d  200,000______

P es os____
____d o ........
Bol iv i-

85.00 
85.00 

12,000.00
an os .

. .d o ____ _ 12 ,060.00 
400.00C ru ze ir o s .

__do______ 400.00

E scu d o s .. . 1.05
_ . d o _____ 1.05
P es os____ 6.70
C o lo n e s .. . 6. 65

P es os____ 1.00
Suc re s____ 18.00

36.
1 a n d  21. 
60.

33.
30.
51.
30.3
2 an d  8.‘ 
40.
19 an d  22 and , in  so me 

ca ses, w it h  a su rt ax ,

E l S alva do r.
H a it i______
H o n d u ra s ..  
M ex ico (S ).  

(C )
N ic a ra gua ..

195,000..................................
500,000...................................
1,000,000________________
400,000 an d  2,000,000____

500,000.

C o lo n e s .. . 
G o u rd e s ..  
T .e m pir as .
P eso s .........
____d o ____
C o rd o b as .

2.50  
5.00 
2.00

12.50  
12.50
7.00

P a n a m a ..  
P ar ag uay . 
P e ru  (S ).

U ru g u ay  (S ). .
(C ) .

V en ez ue la  (S)  
(C ).

100,000—1 sc hed ule  g ra d­
ua te d .

100 ,000..................................

1,000,000

28,000,000

B a lb o a s .. . 
G uar an ie s.  
So les_____

____d o ____
P eso s____

____d o ____
B o li v a re s . 

____ d o ____

1.00
126.00
27.00

27.00 
11.00  
11.00 
3.3 5 
3.3 5

30.1.
76.5.
40.
30.
25 a n d  50.’
15.’
35 (o n to ta l in co m e a n d  

n o t so le ly  on la st  
b ac k e t am o u n t) .

34.
19.
5 a n d  25.

30.
10.
30.
3 an d  5. 
45.

1 W here  m ore  th a n  1 fig ur e is gi ve n,  th e y  re p re se n t,  for  p ra ct ic a l purp ose s,  th e  ra nge of  to p  b ra cke t 
am o u n ts  an d  ra te s from  lo w es t to  h ig hest  as  be tw ee n sc he du le s.  W here  th e  ta x  is  n o t g ra dua te d  b u t  is 
im pose d a t a fl at  r a te  o n al l am ounts , no  f ig ur e is gi ve n.

2 S = sch ed u la r;  C c o m p le m e n ta ry .
3 L a te s t ch an ge  e ffec tiv e Ju n e  30, 1962.
« H ig her  r at es  ar e in  e xi st en ce  for  in co m e of n onre si den ts  a n d  w it h  re gar d  to  r em it ta n ce  of  d iv id en ds an d  

th e like  a bro ad .
’ L im it a ti o n  o n e ffec tiv e ra te  o f to ta l ta xes  i m pose d to  30 per ce nt of to ta l ta xab le  i nco m e.

Mr. P assman. Some of these are just recently enacted laws? Costa 
Rica is one of them ?

Wha t is the top bracket for individuals?
Mr. Moscoso. The top bracket would be in El Salvador I believe, Mr.

Chairman.
Mr. Passman. What is that ?
Mr. Moscoso. It  is about 74 percent.
Mr. Passman. Let us find out about it by country.
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Mr. Moscoso. I am af raid 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 a re as low as 12 percent. Some of your friends 
down there are laughing at us. They think  we are downright stupid , 
t hat 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. Passman. Some of your frien ds in Argentina, fo r example, will 
tell you they have no intent ion of tax ing themselves 90 percent fo r the 
benefit of others.

Mr. Moscoso. Mr. Chairman, there  is an interest ing note: Fo r 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. Wh at 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. Passman. That is the development gran t part , is it not ?
Mr. Moscoso. Yes, sir.
Mr. P assman. Could you tell us how much you may have under the 

development credit sector ?
Mr. Moscoso. Fo r education ? I do not have it with me.
Mr. P assman. The $29 million is grant aid ?
Mr. Moscoso. That is right.
Mr. P assman. 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, I do not know how many will be 
coming in or how many will be approved.

Mr. P assman. 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. Passman. In fiscal year 1962 what amount did you have for construction-----
Mr. Moscoso. We will have to go through the various loans, Mr. Chairman-----
Mr. Passman. Do you have the tota l ?
Mr. Moscoso. Yes.
Mr. P assman. 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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SCHO OL  CO NST RU CTI ON

Mr. Passman. Let us get down to construction of educational fa­
cilities.

Mr. Moscoso. This is the lates t estima te; $9,960,000.
Mr. Passman. Tha t is for construction alone ?
Mr. Moscoso. Construction alone.
Mr. Passman. Tha t has nothing to do-----
Mr. Sternfeld. And equipment.
Mr. Passman. It  has nothing to do with-----
Mr. Moscoso. Training  of teachers.
Mr. P assman. This is st rictly for educational facilities? Are col­

leges and universities in this ?
Mr. Moscoso. Yes, sir.

IL LU ST RATI VE NATURE OE PR OJE CTS

Mr. P assman. All projects described in the justifications of the 
project book are illustrative , are they not ?

Mr. Moscoso. Yes, sir.
Mr. P assman. And they may, or may not, be carried  out in 1963. 

depending on funds, changes in prior ity, changes in countries' needs 
or programs?

Mr. Moscoso. That is right.
Mr. Passman. It  is, in effect, a blanket appropria tion, and this is 

more or less a guideline as to the  fields in which you work?
Mr. Moscoso. Yes.
Mr. Passman. But as f ar as actually pinning down the new proj ­

ects, you could not tell us the countries or the programs fo r which the  
money would be obligated ?

Mr. Moscoso. Well, the chances, are-----
Mr. Passman. Let us be specific. You do have the  righ t, I believe 

you said, to transfer  from one country to the other, from one project 
to the other, to discontinue and sta rt new projects, or to select a 
higher priority of project than is in the book?

Mr. Moscoso. Tha t is right.
Mr. P assman. So, in summary, this is a “confidence’’ appropria tion, 

leaving it to the Executive to select the countries, the programs, and 
projects for  which the money will be spent?

Mr. Moscoso. Yes, I would say tha t is correct.
Mr. Passman. Thank  you.
Mr. Miller. It  should be noted tha t of the projects  listed in this 

project  book-----
Mr. P assman. A lot of them are continuing projects. Tha t is what 

you are going to say ?
Mr. Miller. They are continuing-----
Mr. P assman. And all of them can be discontinued as of tomorrow, 

if you should so desire?
Mr. Miller. The vast majori ty and in substances these pro­

grams—
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PO WER  OF AG EN CY  TO D IS CO N TIN U E PR OJE CTS

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. Miller. The projects that are listed here could, if it were de ter­mined by the appropria te auth ority -----
Mr. P assman. Tha t is all I asked you. There is nothing permanent. I  ou have the right to discontinue any project tha t you want to, do you not, and to initiat e new projects?
Mr. Moscoso. Using  the best judgment-----
Mr. Passman. Even tran sfe rrin g to another country for obliga­tion ; is that  correct ?
Air. Moscoso. I t pret ty much depends, Mr. Chairman, in connection with continu ing projects on the  terms of the commitments that have been made, of course.
Air. Passman. I am talking  about your righ t under the legislation. That  it is illustra tive. You may or may not obligate funds  t ha t we give you for any projects. You may spend i t on continuing projects, or you may take continuing projects, or discontinue and star t new pro jects; is that  right  ?
Air. Aloscoso. That is r igh t but, Mr. Chairman, as of the day this book was pu t together,  it  represents  the best judgment of a group of pretty experienced people. They used the ir best knowledge, judg­ment, and experience about the program and at tha t moment in time decided these would be the type of things-----
Air. Passman. Of course, when we go throu gh 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 p roj ­ect, we must just ify it on the basis of a favorable  cost-benefit ratio, we get one slice of funds, and we continue it. AVith few exceptions, we just ify and we spend the money on the projec t for which we just ify the funds. One exception would be the Lower Alississippi River and its tribu taries, where you must still spend the money on an authorized projec t that  has been fu lly justified with respect to a cost-benefit ratio. The cost-benefit ratio must be favorable. But here, you are not asked to just ify or project on a cost-benefit ratio. Neither do you have to jus tify  proper engineering. You start  the project even before it has been mentioned to Congress.Mr. Moscoso. No, sir.
Air. Passman. Oh, yes, you do. You have dozens th at you have started tha t the committee and the Congress did  not know any thing about.
Air. Aloscoso. Section 611 is the law, as I recall-----

APP ROPR IA TIO NS FO R CO UNTR Y PL ANS

Air. Passman. We are even now app ropriat ing money to a country pi an. Is t hat correct, sir ?
Air. Aloscoso. AVe are authorized to-----
Air. Passman. I know it is authorized. 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 appropr iating funds to a country plan ; are we 
not?

Mr. Moscoso. I understand it has been done in other-----
Mr. P assman. Do you have plans such as that in your area?
Mr. Moscoso. We do not have anything like tha t yet.
Mr. Passman. Do you like your present system better  ?
Mr. Moscoso. Well, quite frankly, I believe when you are able to 

get a country plan p ut together it is a preferable way of get ting quite 
a number of things done by the country itself, preferable to doing 
it piecemeal through projects. Tha t is why this program concept is 
utilized in certain instances.

Mr. P assman. But do you like the plan you are following in your 
area ? Is it satisfactory ?

Mr. Moscoso. In some instances i t may not be, Mr. Chairman.
Mr. Passman. You do know, of course, that  under the legislation 

tha t you have the  r ight  to  appropriate  funds to a plan for your sec­
tion?

Mr. Moscoso. Tha t is right, and if we have-----

CO NSU LT AT IO NS  ON  PO SS IB LE  CO LO MB IA DEV EL OPM EN T PL A N

Mr. Passman. Now how far  in advance do you have a plan for 
any country ?

Mr. Moscoso. Colombia would appear to be the country tha t 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 i t 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. Aft er this  examination and review, recommendations 
will l>e made for some alterations to the Government of Colombia. 
When they accept it, the World Bank will call the meetings of the 
possible partic ipants  in the financing of this plan. The Europeans 
will, of course, be called. They have already been consulted info r­
mally on the plan. Not only have the Colombians themselves gone 
to Europe to see about the participa tion of the more industrialized 
nations-----

Mr. Passman. You do not 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 th at you have a plan ?
Mr. Moscoso. What is called brass tacks ; no, sir.
Mr. Passman. But  you do have a successful program operat ing 

in your area, under the present  system of operation under the Alliance 
for Progress ?

Mr. Moscoso. I would say it  is startin g to  operate.
Mr. Passman. I t is not for lack of funds  tha t you do not have 

a successful plan ?
Mr. Moscoso. We need an organization and men.
Mr. Passman. Do you agree with me it  is not for lack of money?
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Mr. Moscoso. I agree with you i t 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 las t year than 
you could pruden tly use.

Mr. Rhodes. Will you yield ?
Mr. Passman. I yield.

SECTION  2 0 2 ( b )  PROPOSALS

Mr. R hodes. I)o 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. Rhodes. How close to jelling  is it ?
Mr. Moscoso. It  should be close to 3 or 4 months.
Mr. Rhodes. Wh at countries will tha t be ?
Mr. Moscoso. Ju st  Colombia. Chile may, but it is still a litt le 

fur ther off. It  will be 6 months there.
Mr. Rhodes. Colombia is more congealed than  Chile ?
Mr. Moscoso. I would say yes. It  will come closer to it.
Mr. R hodes. Do you have any others with a higher specific gravi ty 

than  the others ?
Mr. Moscoso. I believe t ha t Panama and Honduras may presen t 

their plans  to the Panel of Exp erts of the OAS within the  next 
few months. Venezuela has indicated tha t they probably  will present  
their plan. It  may take about 6 months or a year before that  comes.

Mr. R hodes. I think tha t is six countries. I haven’t counted them. 
All of these countries may perfec t plans which you might present to 
Congress under 202(b) within this next fiscal year.

Mr. Moscoso. I do not th ink we will be able to get more than  three,  
Mr. Congressman.

Mr. Rhodes. In this next  fiscal year ?
Mr. Moscoso. Yes, sir.
Mr. Passman. Did you not jus t tell us that you had only one 

country,  Colombia?
Mr. Moscoso. In which we had sufficient information.
Mr. P assman. You are still in the paperwork stage?
Mr. Moscoso. Yes. Well, studying.
Mr. P assman. No contracts  have been entered into, and nothing is 

pinned down ?
Mr. Moscoso. Not with  Colombia.
Mr. Passman. Not with any other country in Lat in America ?
Mr. Moscoso. No.
Mr. Passman. Colombia is the most advanced, and tha t is still in 

the paper stage ?
Mr. Moscoso. That is right.
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U. S.  CONTRIBUTION TO PROPOSED COLOMBIAN LONG RANGE PLAN

Air. P assman . Ha ve  you  reache d the po in t to  where  you  hav e any  
idea of  wha t th e U.S. contrib ut ion wo uld  be to  th is  pl an , if  it 
ma ter ial ize s?

Mr.  Moscoso. We  have an idea.
Mr. P assman. Ab ou t how mu ch is it  ?
Mr. Moscoso. I t  is about---------. I t  i s ---------------.
Air. P assman. F or th e p lan ?
Air. Aloscoso. Yes.
Air. P assman. So you have a req uest fo r fund s fo r fiscal ye ar  1962 

alm ost  equal to  wha t the pl an  may lie, if  it  eve r comes int o being?
Air. Aloscoso. Th e p lan is muc h bi gg er  than  th at , sir .
Mr. P assman. I  ask ed yo u about t he  plan .
Air. Aloscoso. Yo u mean the  pa rti ci pa tion  ?
Air. P assman. I  am ta lk in g abou t th e U.S.  contrib ut ion to a pl an  

unde r 202 (b ).
Air. Aloscoso. AVhat we hav e tr ie d to do, Air. C ha irm an ------
Air. P assman. Co uld  you tel l us if  you  h ave  any idea as to wh at the  

am ount o f th is  pla n may be  ?
Air. Aloscoso. AAr e h ave an idea , bu t we do no t kno w wh at  the  exact 

figu re will be.
Air. P assman. Could  you g ive an es tim ate  ?
Air. Moscoso. ---------m illion.
Air. Sternfeld . T hat  is no t w ha t the  pl an  it se lf cal ls for.
Air. P assman . You  are  the people who  ad min is te r th is  prog ram, 

are you no t ?
Air. S ternfeld. Yes, si r.
Air. P assman . H ow cou ld you  work ou t a pl an  when you  hav e no 

idea w ha t it is go ing to  be ?
Air. S ternfeld. Ar e you  askin g fo r th e to ta l am ou nt ------
Air. P assman. Of a pl an  th at may be br ou gh t int o being at a 

sub sequen t date .
Air. S ternfeld. Of C olo mb ia’s plan  ?
Air. P assman. Yes.
Air. Sternfeld. Colomb ia has conte mp lated  its el f ou t of  its  own 

fund s------
Air. P assman. I am ta lk in g abou t ou r co nt rib ut ion to a pro posed 

plan  th at is in th e ma kin g.
Air. Sternfeld . I  have va rio us  figures, Air. Ch ai rm an .
Air. P assman . Giv e us the  am ount of  the  U.S.  co nt rib ut ion in thi s 

pro posed  pap er  plan .
Air. Sternfeld . AVe are st ill  m ak ing our  analy sis  of C olo mb ia’s plan. 

AA e are  wai tin g to see t o see wha t the AVorld Ban k’s posit ion  wil l be.
Mr. P assman. Could  you  g ive  us some in fo rm at ion on th e analy sis  

you now hav e as to  w ha t p art  of t he  tota l cost  o f the pl an  wou ld come 
fro m the  U ni ted State s, in  t he  w ay of do lla rs?

Air. Sternfeld . A t th is  po in t in tim e on the basis  of  ou r ana lys is, 
we are  only able to projec t in the  fiscal ye ar  1963------

Air. P assman. Give us yo ur  p rojec tio n as to th e cost.
Air. Sternfeld . The cost to the U ni ted St ates  would  be, f or  t he  aid  

prog ram, be tw een---------
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Mr. P assman. Tha t is to the p lan at a subsequent date  to the coun­
try, and not to individual projects ?

Mr. Sternfeld. That would encompass individual projects in the 
plan.

Mr. P assman. Are you the people who would administer this plan?
Mr. Sternfeld. No, sir. The Colombian Government.

AID PA RTIC IP A TIO N  IN  DEV EL OP MEN T PLAN

Mr. P assman. I am 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. Passman. So fa r as the top echelon approva l and working it 
out are concerned, would it be under your direction?

Mr. Moscoso. No, sir.
Mr. Passman. You would not have anyth ing to do with working- 

up the plan?
Mr. Moscoso. I would certainly  have something to do about the 

partic ipation for the aid program.
Mr. P assman. 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 it 
together before it was approv ed; yes, sir.

Mr. P assman. Wha t would be your prerogatives in form ulating this 
plan, as the coordinator of th e 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, s ir, I have never participa ted in one—I am 
looking to get some experience on this-----

Mr. P assman. I hope you get experience before you star t dealing 
with it.

Mr. Moscoso. I 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 Brit ish 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. Passman. Have you given for the record your  knowledge of how 

it operates?
Mr. Moscoso. If  I-----
Mr. Passman. Understood it  ?
Mr. Moscoso. No, if  I  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. Passman. You have not done so. One sa ys--------  is what
you would have for a plan for this count ry; then lie says you do not 
mean that.  You say “I do.” He says, “You did not.” Later you
put it in the reco rd--------. You have an aid program that  large for
Colombia.

Mr. Miller. Mr. Chairman, perhaps  this would help.
Under section 202(b) the Presiden t may enter into agreements, 

under the terms and conditions of the title committing funds autho r­
ized to be appropriated  under the title subject only to annual appro­
priation of such funds. A plan might lie draf ted by a country, and 
section 202(b) allows the United  States-----

Mr. P assman. Tell us, so far  as you know and understand, what 
our commitments would be to this plan tha t may be formulated by 
Colombia, when it is put into effect, as you said, 3 or 4 months hence. 

PROCEDURE FOR DEVELOPING  COLOM BIAN  P LAN

Mr. Moscoso. I explained a moment ago, sir, tha t the procedure 
for the Colombian plan in part icular is as follows: The Colombian 
planning board prepared a 10-year plan. The plan was submitted 
to the Committee of Expe rts of the Organization  of American States, or the OAS.

Mr. F ord. When was tha t submitted?
Mr. Moscoso. It  was submitted around Jan uar y 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 Organiza tion 
o f  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 r eport of the World Bank 
in connection with this plan has been made available to the Govern­
ment of Colombia. The Committee of Nine of the OAS is alxmt 
ready to issue th eir 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 copies o f the 
Colombian plan, and we have been making estimates of the foreign 
currency requirements in order to implement th at plan.

Mr. F ord. What are those figures ?
Mr. Moscoso. Those figures indicate that  it will lie in the range of between--------.

UN LIQ UID AT ED  BALANC E AS OF JU N E  3 0, 19 6 2

Mr. P assman. 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 tha t, Mr. 
Controller?

Mr. Tennant. Colombia as of June  30, 1962, we estimate unli­
quidated $50,750,000.

Mr. P assman. Tha t is out of AID ?
Mr. Tennant. Out of AID funds.
Mr. P assman. It  does not include military assistance ?
Mr. Tennant. No, it does not.
Mr. Passman. It  does not include the food for peace program?
Mr. Tennant. No, sir.
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Mr. P assman. I t would no t incl ude  the  Ex po rt-Im po rt  Bank,  or 
in ter na tio na l org anizat ion s, w ould  it ?

Mr. Tennan t. I t would n ot  include those.
Mr. P assman. If  you pu t all of  those tog ether,  you wou ld hav e an 

ext remely hig h unliquid ate d cre dit  to Colombia  as of  Ju ne  30, 1962. 
And, of  course, you have  othe r spigots and  inter na tio na l organiz a­
tions from which  you can draw ? You  do not hav e th at  either , do 
you, such as the U.N. ?

Mr. T ennan t. No, sir. These  are ju st  AI D  figures.

OVERALL SOURCES OF FI NANCIN G DEVELO PMENT PL AN

Mr. P assman. For  th is one program  we are  discus sing you are  
requ es tin g-------- fo r C olom bia ?

Mr.  Moscoso. It  migh t be more . It  migh t be as muc h a s ---------.
Mr. P assman. In  addit ion  to th at  amoun t, they would have  all 

the  oth er  sp igots of aid  avai lab le?
Mr. Moscoso. Th at  is righ t.
Mr. P assman. We  could win d up  with maybe $150 mil lion  of com­

mi tte d funds for pro gra ms  cov ering almost every prog ram th at  the  
mind of man  could  conceive. Then, in addit ion , you wou ld come up  
with a cou ntry pla n. W ha t we were try in g to  find out  would be 
wh eth er or not with reference  to the  money th at  we are  now giv ing  
fo r the  illu strative  p rogram s and  to con tinu e cert ain  p rog ram s, if  you  
were going to stop  t he re or  thi s would be in ad dit ion  to the  hu ge sums 
jus t ment ioned .

Mr. Moscoso. Mr.  Ch airma n, when the  p lan  was worked out by the  
Colo mbian autho riti es,  and in the  revisions bein g made by the  W orld  
Ban k, con side ratio n has  been given to the fac t th at  the re has been 
financing made  av ailable.

Mr. P assman. Tha t wou ld be in addit ion  to  all the  th ing s I  have  
jus t mentioned?

Mr. Moscoso. I f  I  may m ake  an e xplanation.
Mr. P assman. You are  ask ing  fo r money fo r some specific pla ns  

th at  are  alread y underway, continuing  proje cts ; is th at  corr ect?
Mr. Moscoso. Th at  is correct.
Mr. P assman. You h ave  illus tra tiv e pro jec ts fo r t he money you are 

reques ting  for fiscal y ear 1963 ?
Mr. Moscoso. Rem ember, most of these  pro jec ts are  deve lopm ent 

gr an t pro jects fo r tech nical assis tance . In  the pr ep arat ion of  the  
Colom bian pla n, they took  into conside ration the  fact  th at  the y had  
alread y obtained fina ncing not  only from us, fro m the  "World Bank,  
fo r instance------

Mr. Passman. The only th in g I have been tryi ng  to cle ar up  is 
whether or no t the cost of  th e pla n would be in addit ion  t o what you 
alr ead y have and  will receive in fiscal yea r 1963.

Mr. Moscoso. Th at  i s rig ht .
Mr. P assman. Am I  corr ect  ?

FUNDS TO FORMULA TE DEVELO PMENT PL AN

Mr. Moscoso. The plan  is included in ou r pre sen tat ion . Our  par­
tic ipa tio n in the plan  is  inc luded in th e-----
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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 partic ipation.

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 the question, Mr. Chairman.
Mr. Passman. Are you telling  the committee t ha t if you had not 

had the funds tha t 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. I t probably would have been.
Mr. P assman. We are trying to find out whether  or not this would 

have been h igher  if you had not had these funds. Is tha t right , sir?
Mr. Moscoso. That is right.
Mr. P assman. Off the record.
(Discussion off the record.)
Mr. Passman. I think  tha t you and other  witnesses have said tha t 

the other countries would be similar  to this so far as plans, programs, 
operations, and so forth. I am afraid time is ru nning 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. Andrews. 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  he lping 19 countries, sir.
Mr. Andrews. All of those countries par ticipated in the Bogota 

meeting 2 years ago, did they not ?
Mr. Moscoso. Yes, sir. Cuba, I believe, at that time was still in 

the OAS and they participa ted with 20 of them.

BOGOTA AGREE M ENT

Mr. A ndrews. At tha t meeting in Bogota, if I remember correctly, 
these countries who were to receive our aid promised to do certain 
things on the ir pa rt,

Mr. Moscoso. That is r ight , sir.
Mr. Andrews. Those two things tha t they promised principally 

were tax reform and land reform programs?
Mr. Moscoso. That is r ight .
Mr. A ndrews. We st arted short ly after tha t Conference at Bogota 

to give them aid in one form or another, did we not ?
Mr. Moscoso. That is right.
Mr. Andrews. That was nearly 2 years ago ?
Mr. Moscoso. Well, the funds were made available in 1961.
Mr. Andrews. 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 AID  and the absorption or merger of DL F into the
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Agency and the  tra nsferring of some of the responsibilities for lend­
ing (specifically, Cooley loans) from the Export- Imp ort Bank, plus 
the fact tha t there was quite a substan tial number of personnel 
charges, we rea lly did not get  going until  the beginning of this year. 

REFORM MEASU RES  NOT COMPLETED

Mr. Andrews. Has any one of  the 19 countries tha t participated 
in the Conference of Bogota 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. Andrews. 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. Andrews. Some of the countries have carried out those 

promises?
Mr. Moscoso. That is right.
Mr. Andrews. To a certain degree ?
Mr. Moscoso. They have been able to get most of the reforms 

through .
Mr. Andrews. H ow many of the  19 countries have made some prog­

ress toward  fulfilling the commitments th at they made?
Mr. Moscoso. May I read them to you, Mr. Andrews ?
Mr. Andrews. Yes.

BOLIVIA TAX AND LAN D REFORM

Mr. Moscoso. Sta rting with Bolivia, in the case of land reform, 
Bolivia granted  71,000 lan d titles  in an accelerated program of land 
reform. In the  case of taxes, I  do not have the book her e; but  I  know 
tha t 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, bu t the Government 
had sufficient strength  to mainta in its position and mainta in the tax 
on fuel. As a resul t, riots took place and over 40 people were hu rt, 
some of them killed.

I  mention th is 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 AGRARIA N REFORM LEGIS LATIO N

In  the case of Colombia, agrar ian reform legislation was enacted by 
the Congress in November of 1961. I t provides for colonization, re­
settlement, and parcelizat ion of land. The Agrar ian Reform Agency 
was established and given broad powers to carry out the reform bil l.

Mr. Andrews. Th at is two countries.

VENEZUELA  LAN D REFORMS

Mr. Moscoso. In the case of Venezuela, a land re form program was 
adopted and as of now—this repo rt is about 4 months old because that 
is when the book was put together—but as of now they have distributed 
55.000 title s 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 l arge r increase in the corporate tax structure?
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Mr. Andrews. Have either of these three countries, Colombia, 
Bolivia, Venezuela, imposed an income tax ?

Mr. Moscoso. Yes,  sir.
Mr. Andrews. All three  of them ?

ECUA DO R TA X RE FO RM S

Mr. Moscoso. All three of them. In  the case of Ecuador, I was 
rath er elated to get the information from President  Arosemena when 
he was here tha t 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. A ndrews. Has E cuador done anyth ing about land reform ?
Mr. Moscoso. No. The land reform bill is now before the Congress, 

sir.
Mr. Andrews. They have not star ted 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 ra tes which will be changed.

Mr. Andrews. Tha t is four.

D O M IN IC A N  R EPU BLIC  T AX  AND L AND R EF OR M

Mr. Moscoso. In  the case of the Dominican Republic, they were 
very fortunate  in being able to get a very rap id 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 Lat in America. 
Perhaps th at is due to the fact  that these people have been under such 
a repressive d ictato rship that they now’ want to catch up with the rest 
of the continent.

PEN D IN G  C H IL E A N  RE FO RM  LEG IS LA TIO N

In  the case of Chile, a tax b ill and a land reform bill are now before 
this session of the Congress.

Mr. P assman. 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. P assman. These matters  before the Congress were initia ted 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. P assman. But they are still before the Congress ?
Mr. Moscoso. They are still before the Congress.
Mr. Andrews. 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. Andrews. How long have they had tha t ?
Mr. Moscoso. I t has been in the books for quite a while.
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Mr. Andrews. Have they made a serious effort to collect taxes under 
tha t law ?

Mr. Moscoso. Yes. As a matte r of fact, they have a very strong
f rogram of training for tax collectors. Mr. Caplin, the Director of 
nternal Revenue, has been cooperating with us to t rain  tax  collectors. 
Mr. Andrews. How much have taxes increased since the Conference 

of Bogota ?
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. Andrews. I believe you stated our Inte rnal Revenue Service 

assisted the Chilean tax officials?
Mr. Moscoso. Yes, sir. They are giving technical assistance.
Mr. Andrews. Are we financing that program ?
Mr. Moscoso. Yes, sir.
Mr. Andrews. Under what  project ?
Mr. Moscoso. It is under one of  the public adm inistra tion technical 

assistance programs tha t we have with Chile.
Mr. Andrews. Do you know how much it costs ?
Mr. Moscoso. Yes, sir. This  is the internal tax admin istration 

program.
Mr. Sternfeld. Through 1961 we obligated $360,000 and our esti­

mate in 1962 is $190,000.
Mr. Andrews. So Chile has legislation pending to ca ny  out these 

reforms ?
Mr. Moscoso. The agrarian  reform; yes, sir.
The legislation in part has been delayed because there has been 

quite a lot  of d issatisfaction with the type of bill being prepared.  
Mr. Passman. Will the gentleman yield ?
Mr. Andrews. Yes.

CR IT IC IS M  OF A LLI ANCE FOR I ’ROGRESS

Mr. P assman. It  is a foregone conclusion tha t our public officials, 
from the President on down, know very well tha t this  program in 
Lat in America got off to a slow start.  I t is not progressing as we 
had hoped it would.

I shall quote from a pertinent  newspaper rep or t:
In Santiago, the influential Chilean newspaper Mercurio commented sardoni­

cally tha t the Argentine and Peruvian experiences showed the United States 
was “disposed to make political compromises wi th the Punta del Este charter , 
which does not admit dist inctions among dictatorships, he 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 “s tir ­ring up social bases in our countries” and then showing no results.
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BUDGETARY RECEIPTS

Wha t is the population of all Latin American countries?
Mr. Moscoso. 200 million people.
Mr. Passman. And the total amount of budgetary receipts was 

about $8 billion-plus, and tha t covered all types of receipts.
Mr. Moscoso. Th at is the Central Government.
Mr. P assman. We jus t 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 tha t have been received down there.

TRANSFER of u.s. diplomat from chile

Mr. Andrews. Now, Mr. Ambassador, I am looking at a news story 
by the Sta r staff write r, Ea rl H. Voss, in the Star , dated the 5th of 
Apri l 1962, in which he say s:
Chile has forced the  tra ns fe r of a U.S. diploma t who pressed in pr iva te con­versations for  economic and  social refo rms  to make  aid  under the Alliance for Prog ress  more effective.

Are you fami liar  with that s ituation  ?
Mr. Moscoso. Yes, sir.
Mr. Andrews. Mr. Chairman, I would like to inser t 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 Sta r, Apr. 5, 1932]

U.S. Diplomat Forced To Get Out of Chile 

(By Ea rl H. Voss)
Chile has  forced the  tra ns fe r of a U.S. diploma t who pressed in private con­versations  for economic and social reforms to make aid  und er the  Alliance  for  Progres s more effective.
Lawrence  Elsbernd, second secretary  of the U.S. Embassy in Santiago, and  a spec ialist in economic affa irs, has been tra ns ferre d to Washington. He is ex­pected to be reassigned to Argentin a.
It  was the first reported case of official res istance  by a La tin  A merican count ry to the Alliance  for Prog ress  “str ing s” atta che d to U S. aid.
The Chilean Government demanded Mr. Elsb ernd’s tra ns fe r af te r Communis t newspapers and rad io sta tions reported conv ersa tions he had  with two stock exchange brokers.

UNIT ED STATES CHARGES DISTORTIONS

Washington  officials emphasize Mr. Elsbernd  was  not  declared  persona non grata , as the  Communist rad io stat ion , Emisoras Nuevo Mundo, indicated.
The Chilean request for  the  second sec retary ’s t rans fer, officials here sa id, was “based  on exaggerated and  d istorted rep ort s of a  conversa tion held in confidence in embassy offices in d ischarge  of official duties.”
In  view of the  problem in Chile and  the  aims of U.S. policy there , however, “we ar e ge tting a new second secr eta ry,” one official here said.

PART OF PROGRAM

Requiremen ts for  land and  tax  refo rm and other economic and social im­provem ents are pa rt of the Alliance for  Progress program and  are  included in the ch ar ter of Pu nta del Este,  approved by the  O rganization of American States , officials here pointed out.
Secre tary  of Sta te Rusk acknowledged today the  general proposition that  any signif icant  Amer ican foreig n aid  prog ram involves a measure  of inte rven tion  in the  rec ipient coun try’s In ternal  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, 
“hut we are trying to work this out by agreement with the governments con­
cerned so tha t we ar e together on the needs and methods for economic develop­
ment.”

The United States actually has been encouraged with Chilean moves toward 
reform.

BILL S 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 called 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 ar rival  of funds voted by Congress.

Mr. Elsbernd said the funds would be provided afte r 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.

DIS ASTE R FU N DS INVOLVED

Mr. Elsbernd reportedly told the two brokers tha t $27 million of the $100 
million loaned to Chile afte r its big earthq uake have been handed over and 
tha t 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 agrari an and tax reforms, thus making U.S. aid more difficult.

Mr. Elsbernd is said to have complained tha t responsibility for correcting 
reform programs was shifted from minist ry to min istry w ithout  anyone 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 public opinion to waste 
of American aid funds and thei r 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 tha t the 
investor runs in a country of this type.”

REFORM MEASURES TIED TO ASSISTANCE FOR CHILE

Mr. Moscoso. This is a very delicate si tuation  because we have made 
it a condition of our assistance to Chile.

Mr. Andrews. Tha t is what I asked you about. I t all goes back 
to tha t conference at Bogota 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. I t so happens, Mr. Congressman, tha t in 
the case of Chile, we agreed to assist them on a program, a financial 
program, provided  tha t they would adhere to the Alliance for Pro ­
gress measures.

Mr. Andrews. That same thing  applied to all countries.
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Mr. AIoscoso. But in this part icular case it was specific. One of 
the difficulties tha t we find in Latin America is that in generic terms 
they will accept this Act o f Bogota 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, leftist s, et 
cetera, to say tha t 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. Andrews. All tha t has been done in Chile is to have hills in­

troduced tha t have not become the  law ?
Mr. Moscoso. That is correct, sir.

U .S . RECOM M ENDATIO NS ON  TA X LE GI SL AT IO N

Mr. Andrews. They have stepped up th eir tax collection modestly ? 
Mr. Moscoso. That is right . As a matter of fact, we are recom­

mending in many instances t hat  some of these countries, where they 
have difficulties in g etting changes to the ir taxes through thei r legis­
latures—and mind you, in some countries they have about the same 
difficulties we have here; we have been having trouble gett ing 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 surpri sing 
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 fa ct t ha t Mr. Caplin and the Treasury  Department gave us 
personnel to teach the Argentines  how to handle tax collections better.

Mr. Andrews. 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. Andrews. What have they done ?
Mr. Moscoso. Panama.

TA X IM PRO V EM EN TS IN  M EX IC O

Mr. Andrews. Tell me about Mexico. What changes have taken 
place ?

Air. Moscoso. In  the case of Mexico new rates and new schedules 
for income tax and improved administration have resulted in 1962 
in an increase of $68 million.

Air. Andrews. From what?
Air. AIoscoso. In the  tax revenue. Income tax.
Air. Andrews. AVhat was it before the $68 million addition  was 

made?
Air. AIoscoso. It is an increase of 6.6 percent over 1961.
Air. Andrews. Do you think  tha t is due entirely to our prodding 

them into reforming their  tax collections?
Air. AIoscoso. I did  not get the question, sir.
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Mr. Andrews. I said, do you think th at  is due entirely to our inter ­
vention and our insistence tha t 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.

LAN D REFORMS

Mr. Andrew’s. 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 p rogram  in the w’orld, perhaps out­
side of Japa n, where it w as drastically imposed right af ter the war.

The land reform program in Mexico has gotten a new impetus with 
President Lopez Mateos. Ju st 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. Andrew’s. You feel Mexico is living up to the agreements made 
at Bogota ?

Mr. Moscoso.  Yes, sir .
Mr. Andrews. What is the next country ?

CONDITIO NS SET FO RTH IN  ACT OF BOGOTA

Mr. Miller. In order to clari fy the Act of Bogota, Mr. Andrews, it  
is my unders tanding tha t the undertak ings in the Act of Bogota, itself 
were for each country to examine th eir  legislation and institutions in 
certain fields, and the clear implication was that they w’ould improve 
them. The main fields were the fields you stated, tax reform and land 
reform legislation. There w’ere, however, other fields which w’ere 
involved.

Mr. Andrew’s. We are limit ing it to these fields of tax and land 
reform.

Mr. Miller. They were to examine these fields with the impli­
cation tha t they would improve them, although there was no 
specific condition precedent tha t they would have to achieve nor any 
certain level, they w’ere to work toward this result.

Mr. Passman. Will the gentleman yield ?
Mr. Andrew’s. I yield to my chairman.

assurance of no aid before reforms

Mr. P assman. If  you will read the hearings  and read the assurances 
given by the distinguished chairman of the Foreign  Affairs Committee, 
you w’iil find tha t it was stated repeatedly and emphatically , that no 
money would be given, no money would be asked, until they had 
brought these reforms into being.

Mr. Andrews. That is my recollection.
Mr. P assman. Based upon th at assurance, the bill was passed with ­

out a rollcall, but the administration immediately began clamoring for 
an appropr iation. The Congress, for reasons that you understand as 
well as I do, approved the appropriation. They started entering  into 
contracts and making allocations before any reforms were made.

Mr. Miller. Mr. Chairman, my recollection of the sequence of 
events was tha t prior to the Act of Bogota the authorizing act fo r the
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$500 million was passed, tha t there were then hearings subsequent, held in the spring of 1961 for the appropriations. At  t ha t time my recollection of the hearings was that the committee was informed, as 
was the Senate Appropriations Committee, of the act-----

Mr. Passman. Wha t Appropriations Committee ?
Mr. Miller. The Senate Appropriation s Committee, I  th ink, is the title—at that time both committees were informed of the contents of the Act of Bogota and the Act of Bogota, says in chapter 1 tha t the under takings are of each of the signatories thereto that they shall examine in certain fields their  institut ions and legislation which is involved; tha t the clear implication from the act at the Bogota con­ference was that they would improve their legislation.
Mr. Passman. I>et me read just what Chairman Morgan of the House Foreign Affairs Committee said. You will find it on page 3 of the Inter-Amer ican programs for  1961. I quote :
Mr. Morgan. These programs have not yet been worked out. Before the United States appropriates funds to assis t in these programs, our representatives have told the Latin American Governments t hat  it will be necessary to have specific reforms worked out and justified in detail, and even more important tha t these programs will have to be accompanied by basic legislation and institu tional re­forms in such ma tters  as tax structure, land tenure and legal procedure in order tha t new facili ties 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 cer­tainly see that again and again and again we were told tha t they would not ask for any money unti l these reforms had been accom­

plished. But the pressure from downtown became so great , and for reasons with which you should be fami liar, the Committee on Ap pro­priations brought out the bill in tact and passed it.
Mr. Montoya. In  the  hearings before our  App ropr iatio ns Subcom­mittee, it is clearly reflected in unambiguous language tha t tha t was t he procedure tha t would be followed before any allocation of funds. Our hearings also reflect the excerpts from the record of the author­izing legislation and excerpts f rom the Congressional Record denoting just, what Mr. Morgan’s assurances were to the membership.
Mr. Miller. Could I ask tha t the chairman’s read ing be corrected in one minor respect? He used the word “reforms” I 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 sug­gest, Mr. Montoya, that there was not going to be a step-bv-step work­ing out of the programs of social and economic reform in the Latin  American countries. I just wanted to make certain  th at it would not appear tha t the Act of Bogota 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  would work overtime in step-by-step procedure.
Mr. P assman. Did you attend  the hear ings on this bill ?
Mr. Miller. Yes, I did.
Mr. Passman. Did you attend the House F oreign Affairs Commit­tee hearings ?
Mr. Miller. No, I did not.
Mr. P assman. Why do you not read Chairm an Morgan’s statement and his assurances to the House ?
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Mr. M ontoya. Th ere w as a lso a very def ini te assu rance giv en to ou r 
committ ee th at  no commitmen ts wo uld be made, no al locatio ns o f fu nd s 
wou ld be made unless these countrie s cou ld come in and pro ve  and 
show as a con dit ion  preced ent  th a t the  reform s contemp lated by the  
agreem ents in  th e Con ference  a t Bogota ha d been alr ead y ena cted into 
law.

The pr incipa l ref orms  were  income tax or  revenue ref orms  and 
ag ra rian  ref orm . The se two things , am ong oth ers , wou ld be condi­
tions  pre ced ent to the  gr an ting  of any loan un de r the Al liance fo r 
P i •ogress.

Th e prog ram now certa inly  reflects th at  the  com mitments  whi ch 
we in tur n m ade  to the  House  of  Repres en tat ive s in just ific ation f or  the  
ap pr op riat ion have  cert ain ly n ot  been kept .

RE VIE W  OF  CO UNT RI ES  H A V IN G  IN IT IA T E D  RE FO RM  LE GI SL AT IO N

Mr. Moscoso. Mr. Montoya,  I  would  like to mention  th at  since J uly  
1961, up to  A pr il  1962, wh ich is th e r ep or t that  I  have  he re, the fol low ­
ing c ountr ies  have take n t he  fo llowing  tax ref orm measures.

Mr. A ndrews. Al l rig ht . You  go t dow n th ro ug h Mexico. I was 
going  to ask you abo ut each one of them .

Mr.  Moscoso . We  were do ing  tha t,  M r. Andrews.  We wil l go over  
the m brie fly and  quick ly again  : Bol ivia, which I  m ent ioned,  improved 
admin ist ra tio n,  an increase  of $7 mill ion:  Br az il,  impro ved  admi nis ­
trat io n,  $10 mi llio n; Chile,  impro ved admi nistr at ion,  $24 mill ion ; 
Colomb ia, imp roved ad min ist ra tio n,  plu s a new income tax  law,  
which was  approv ed,  but  has no t been reflected ye t in the  i ncre ases be­
cause  it was  app rov ed only in November, $10 mill ion;  Cost Rica, $2 
mil lion  in the  new t a x ; El  Salv ador , income t ax  and new ta x on shri mp , 
$2 m ill ion;  Guatema la, impro ved enforcement , $2 mill ion;  Ho nd uras , 
impro ved  co llections, $3 mil lion . In  th e case of Hon du ras, th is  rep re ­
sen ts 8.1 pe rce nt of t he ir  na tio na l revenues . Mexico , th e new rat es and  
schedules we mentio ned  a mom ent ago, $68 m illion, 6.6 pe rcen t o f the  
na tio na l revenues;  Nica ragu a, new taxes, $1 m ill ion;  Pa na ma,  r evised 
taxes,  improved  ad min ist ra tio n,  $8 mi llion ; Pa ra gu ay , imp roved en ­
for cem ent , $2 millio n, 7 pe rcen t; Pe ru , new tax es,  $10 mill ion;  
Uru gu ay , $9 mi llion, improved  c ollectio ns;  and Venezue la, new tax es,  
hi gh er  tax  ra tes  on w ith ho ldi ng , $30 milli on.

CO UNTR IE S NO T EN A CTIN G  RE FO RM S

Mr.  A ndrews. H ow ma ny  countr ies  are 1 isted there ?
Mr. Moscoso.  Fi fte en . Some  hav e no t complied. For ins tance,  

H ai ti  ha s not.
Mr . A ndrews. Fou r have  done no th ing;  is th a t righ t?
Mr.  Moscoso . That  is righ t. In  the case  of  Arg en tin a,  whi ch is 

not inc lud ed here, I  did  no t give  you the figu re because it  w as no t in 
the  rep or t. Th ere we have been wo rk ing wi th  th e Ar ge nt ine Gov­
ern men t fo r the pa st  2 yea rs. As I  mentioned,  Mr.  Ca pli n, of  the  
Burea u of  In te rn al  Revenue, has been giving  us  th e technica l ass ist ­
ance. Th ere has res ult ed  a subs tan tia l increase in  reve nue, too.

Air. Andrews. In  A rg en tin a ?
Mr.  Moscoso . Yes, si r.
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Mr. Andrews. 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. Andrews. I assume it is all over South America ?
Mr. Moscoso. In  this case the amount of available land is consid­

erable and the A rgentin a’s economy is based on extensive agricu lture 
and hte breaking up of land into small plots would reduce consid­
erably the productivity .

Air. Andrews. What  are the countries that have done nothing in 
either the case of land or tax refo rm ?

Mr. Moscoso. Ha iti is one of them.
Air. Andrews. Has H aiti  received any aid under this program  ?
Air. Moscoso. Yes, si r; under sup port ing assistance.
Air. Andrews. H ow about development grant s ?
Air. Aloscoso. Off the record.
(Discussion off the record.)
Air. Passman. AV ill the gentleman yield ?
Air. Andrews. Yes, sir.

A N T IC IP A T ED  REV EN U E IN CR EA SE S

Air. Passman. Those figures tha t you enumerated deal with the 
anticipated increased revenue, not the act ua l; is that correct ?

Air. Andrews. Estimate d 1962 increase in revenue from Jul y 1 to 
Apr il 1962.

Air. P assman. Those are projected estimates. You are not dealing 
with actualities , are you ?

Air. Aloscoso. These are the reports t ha t we got from our missions, 
sir.

Mr. P assman. Air. Ambassador, I  merely asked you a question.
Air. Aloscoso. Tha t is right.
Air. Passman. Are you dealing with projected hopeful estimates 

as to what will come in, rather  than with actual receipts ?
Air. Aloscoso. That is right.
Air. Passman. Let the record show tha t 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?

Air. Aloscoso. I do not know, sir.
Air. P assman. 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.

Air. Andrews. Air. Ambassador, you said Honduras  was one of the 
countries that had done nothing.

Air. Aloscoso. No, sir;  Hait i. I am sorry if I said so. I think it 
was Hait i.

Air. Andrews. AVhat are the other three? Is Argen tina one?
Air. Aloscoso. Argentina has done it but it was not included in this 

repor t because it did not come in from the mission. That  is the one 
tha t the information I got was from the people who have been doing 
the technical assistance work there.
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Mr. Andrews. All r ight,  then, the th ird  that has taken no action.
Mr. Moscoso. The Dominican Republic was not included in the 

list. They have already-----
Mr. A ndrews. 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 davs ago to be precise.
Mr. Andrews. Since the Presiden t came up here ?
Mr. Moscoso. So really the only one who has not performed is Haiti.

AID PROG RA M IN  H A IT I

Mr. Andrews. According to your book, on page 95, in 1961, which 
was the fiscal year  of  the Bogota Conference, Haiti got a total under 
this program of supporting assistance and gran ts of $13.5 million; 
is that right  ?

Mr. Moscoso. You are right.
Mr. Andrews. In 1962, $13.3 million ?
Mr. Moscoso. Right.
Mr. Sternfeld. The $13.3 million did not come through just be­

cause they did not perform these reforms.
Mr. Andrews. Your chart on page 95 shows that.
Mr. Moscoso. This was prepared before we had completed our

final program.
Mr. Andrews. How much did Hai ti get in fiscal 1962 ?
Mr. Moscoso. $25,000 in development g rants and $7,093,000 in sup­

port assistance. A total  of $7,118,000.
Mr. Andrews. What do you have planned for them in 1963;--------?
Mr. Moscoso. Yes ;-------- .
May I go off the record ?
(Discussion off the record.)

COM M U NIS T T R A IN IN G  SCHO OL  IN  CU BA

Mr. Andrews. I read in the paper several days ago tha t the Cubans 
are runn ing a school for  spies, or diplomats.

Mr. Moscoso. Tha t is right.
Mr. Andrews. They are sending them out from that school at a ra te 

of about  200 or 300 periodically, following graduatio n from the school, 
and they are sending them back into the countries below the border.

Can you tell us anything about tha t school, and what effect those 
graduates  have when they return to thei r homeland ?

Mr. Martin. We do not have details on the school. We do know 
substan tial 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 
tra ining in communism and propaganda, and some of them probably 
in guerrilla warfare and s treet fighting and they find thei r way back.

Mr. A ndrews. Sabotage and espionage?
Mr. Martin. Yes. I  think  espionage is not so important  as sabotage 

and guerri lla 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 f ar as I  know, there are no governments th at have been able to 
take the kind of action tha t would absolutely preclude this sort of travel. We are keenly aware of it.

Mr. Andrews. I think it poses a very serious threat.
Mr. Martin. It  can. I t is not very many people scattered all over 

Latin America, but a relatively  few people can cause you a lot of trouble.
Mr. Andrews. Th at is all, Mr. Chairman.
Mr. P assman. Mr. Natcher?

BE NE FITS  FRO M AID PROGRAM IN  LA TIN AMERICA

Mr. Natcher. 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,  I think we have been able to avoid 
any other “Cubas”. I thin k t hat  is something we can part ly attrib ute to the program.

For another, sir, the amount of goods tha t we have been selling 
to Latin America—though they have not increased, as the chairman very well pointed out, prim arily  due to the fact the terms of trade  
of the Latin American countries have suffered so much-----

Mr. Passman. Did we not agree yesterday tha t one of the reasons 
our exports had dropped  was on account of the high  price they have to pay fo r American commodities?

Mr. Moscoso. I did not say that . What I said was, compared to what they sell-----
Mr. P assman. I think all present remember tha t you did so state.
Mr. Natcher. What was your last statement in answer to my question ?
Mr. Moscoso. Your  question was, i f I recall it, Wh at advantages 

have the  United States  derived ? I was saying the aid program had, to a considerable extent, helped in reducing the impact of the drop 
in U.S. exports to Latin America th at would have taken place because of the  reduced prices th at L atin  Americans were getting fo r the p rod­
ucts they were selling. That undoubtedly has been of grea t assist­ance to them.

The other  thing I think we have gotten is undoubtedly a much 
closer feeling between the United States  and Lat in America, that  
we have a common destiny. I believe the people who have been fo r­
tunate enough to witness the receptions given to Pres iden t Kennedy in Lat in America will a ttest  to it. At least in the years I have known 
Lat in America, never has there been such a feeling of solidari ty be­
tween the countries of La tin America and the United States. I a ttrib­ute it part icula rly to the Pres iden t’s sponsorship and espousal of the Alliance for  Progress.

ATTIT UDES OF YOU NG PEOPLE IN  LA TI N AMERICA TOWARD ALLIA NCE FOR 
PROGRESS

Mr. Natcher. Has there been any change in the attitude of the 
young people in Latin America generally  toward th is parti cular p ro­
gram and to some of the policies tha t we have attempted to establish in Latin  America dur ing the pas t few years?
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Mr. Moscoso. There have been some changes, not all of those th at 
1 would like to see, or any of ns would like to see—I am sure Secretary 
Mart in agrees. There have been some changes.

In the case of Argent ina, 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 Un iversity  of Buenos Aires were pre­
dominantly Communist dominated. Tha t is not the case today.

In the case of Venezuela, the faculty of the univers ity which re­
sponds in par t to the student body, which was also Communist domi­
nated, has now become predominantly democratic dominated.

Mr. Martin. I happen to have a telegram in my pocket which a r­
rived today  from H ond uras:

Democratic student organization resoundingly defeated Communist-dominated 
organization in student elections yesterday. The vote was 904 to 686—218 
victory margin compared with 11-vote margin last  year. Non-Communists won 
comfortably in all faculties except economics. Last year  the Communists took 
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 newT secretary general was one of 12 student grantees in the United States 
in April and May.

The President called me las t night to consult me and to receive my 
congratula tions on this.

The Embassy has been active with universi ty students, and there 
has been an American priest,  Fath er Fisher, who has been very active 
and helpful. There are an increasing number of instances of that sort. 
I was there 2 or 3 weeks ago. They were very worried about the out­
come. They won a very decisive victory.

C H A N G IN G  ATT IT UDES  OF LA ND OW NE RS

Mr. Natciier. From time to time you see in the newspaper and by 
television that  some of the landowners in certain  sections of South 
America in partic ular  are taking  a li ttle better care of the people they 
have on the ir plantations and the people tha t work for them in their  
businesses.

Has there been any change in certain of the countries in South 
America perta ining to the people generally from the standpoint of 
assistance from the landowner and the one in charge ?

(Discussion off the record.)
Mr. Natciier. Is there any change in the atti tude of the wealthy 

people there generally, those people we consider the wealthy people?
Mr. Moscoso. I would say there has been generally a change in 

attitude. In 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 a ttitude. Whereas phi­
lanthropy was almost unknown in La tin America, in Venezuela quite 
a number of philan thropic  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 infan t 
care, and so fo rth.

Once you get two or three of the prominent members of the leader 
class in the country to become aw are tha t th is is the 20th century, tha t 
they simply cannot forget their  responsibilities of human solidarity ,
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and so forth, you get a forward movement in social development ra ther  
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 us 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 star ting  to make them 
and are they moving forward?

“decline or democracy”
Mr. Natcher. Mr. Ambassador, d id you happen to see the editorial 

tha t appeared in Monday’s issue of National Observer?
Mr. Moscoso. I did not see it.
Mr. Natcher. This edito rial pertained to the mutual security pro­

gram generally and i t 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 p ara ­
graph or two of this.

Mr. Passman. Please do so.
Mr. Natcher. Mr. Ambassador, one or two of the paragraphs of 

Ibis editoria l are as follows:
It  often  seems th at  the  prospects of popular  governmen t in this  world are  get ting  dimmer by the  week. Not only do hundreds of millions of people live 

und er the  Communist yoke, more  and more  nat ions that  have trie d democracy are  regressing to some form  of dicta torship.
Ju st  last  week the  Peruv ian  armed forces did the  expected.  Afte r weeks of hassling among the poli tica l pa rti es  in the  wake of a seemingly free  but  incon­clusiv e election, the  mi litary  seized power and esta blished  a jun ta.  The U.S. 

Government promptly expressed its  disgust by suspe nding diplomatic  rela tions with Peru, issuing a White House sta tem ent denouncing the  action,  and  hal ting pra ctic ally  all aid  to the count ry.
Simi larly , mil itar y goings on occurred  in Arg entina a few months ago, and 

today  th at  coun try has  a civi lian Pre sid ent who is lit tle  more than  a puppet.
This editorial,  in addition, points out conditions in Ghana and cer­

tain other countries which we must admit a re true.

C H A N G IN G  PO LIT IC A L ATTI TU DES IN  L A T IN  AM ER IC A

Speaking of dictatorships, as far as Latin America is concerned, 
do you feel at the present time th at this program that  we have under­
way insofa r 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 bi t 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. I 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. Peron was deposed as a dicta tor. Also Rojas 
Pin illa  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 part icular program, I think that  the financial 
assistance that  we are giving these countries is going to consolidate 
democracy. It  is going to make for less political upheaval; but a t the 
same time the reforms t ha t have to take place are going to  be resisted 
by certain groups. Therefore  we must expect a certain degree of 
tensions.

Mr. Martin. May I add a point ?
T suspect it has  been a ra re occasion in La tin America when a mili­

tary  group has seized power and fel t 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 Peru 
they have already fixed the date. It is further away than I  would like, 
but they have fixed a day fo r 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 mil itary 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 I were commenting on the way 
to Mexico about the fact of the tremendous efforts made in Argentina  
to maintain the constitutionali ty of their  actions. We have never 
seen anything like t ha t in the history of La tin America. The efforts 
were tremendous.

DISR UPTED RELATIO NS W IT H  PE RU

Mr. Rhodes. You st ill 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. Rhodes. According to the morning papers, at least two of the 
three factions down there have now gotten together and the United 
States s tands 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. Rhodes. 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  ALLIA NCE FOR PROGRESS

Mr. Natcher. Do you feel encouraged over the situation in Latin  
America ?

Mr. Moscoso. Yes, I  feel tha t in the long run we can be opt imistic 
about it. I think  tha t in the  short run we have been slow in getting  
the program started. I am sorry to say the expectations of rapid 
movement, were built up too quickly. The AID  agency, as you know, 
underwent a tremendous reorganization. New responsibilities were



153

put upon its present ones. There was a substantial change in per­
sonnel. There was a complete change and turna roun d in i ts philoso­
phy. All of these things have slowed down the progress we would like to have made.

Mr. Natciier. 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. I think tha t 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, I am not at all 
alarmed about some of the money tha t has been withd rawn by cer tain 
of these families because they had no interest in Lat in America of 
the kind we would like to see them have.

Mr. Moscoso. Tha t is right.
Mr. Natciier. I think tha t situation  has been right serious in the past.
If  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. Martin. 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 t rip  through the five Central Ameri­
can countries and Panama.

In  every one of those countries there is a  spontaneously organized 
group of younger businessmen, p lanta tion 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 Pro g­
ress objectives and the promotion of bette r opportuni ties for private 
enterpr ise in relation to the state and in relat ion to inefficiency and corruption.

I think this is an enormously healthy sign, not only because I 
like th eir objectives, but also because—on the whole—this is a group 
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. I think  this is a very encouraging sign.

They are now beginning to get in touch with each other in the various countries and exchange ideas.
Secondly, I went out through the countryside a bit, and I was 

most impressed by the peasants, who were given a chance to get to­
gether  and do something for themselves which had never occurred 
to them they might. They always depended on the central govern­
ment. They seized this oppor tunity . They have gone to work and 
worked hard. They have built schools, dug wells, built houses, with 
a little  outside help, with a littl e organizat ion, and now they have 
finished these and they wonder what else they can do for them­selves.

This is what the Alliance for Progress has to do if it is to suc­
ceed. mainly, that  these people get out and do for themselves. We
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are  junior  pa rtn ers.  The y have to do the bu lk of it. The sp ir it 
is there  if  someone can  just pu t the sp ar k to it .

Mr. Moscoso . An d it  has to  be th e loca l po lit ica l lea de rsh ip  th at  
has  to do tha t.

Mr. Natcher. Th an k you, Mr. C ha irm an .
Mr.  P assman. There  is a lim ita tio n on ou r resources and a lim ita­

tion on ou r ab ili ty  to generat e mon ey to mak e available these fun ds.  
Th ere  is very lit tle proo f th at we are  no t po ur ing it  int o a bo tto m­
less pit . I f  we do not face  up  to  the rea liti es,  we are  go ing to be 
in very s erious trouble.

EX PO RT S TO L A T IN  AM ER IC A

We  fe lt  encouraged th at  by th is  exte nsiv e aid  pr og ram fo r La tin  
Am eric a, we could su bs tan tia lly  inc rease ou r exports . Bu t, in fiscal 
year 1957 ou r exports  to Lat in  Am erica  amounted to  $3,960 mil lion . 
Th e to ta l dro pped to $3,538 mi llio n in 1958, and on dow n to $3,254 
millio n in  1960, while  in 1961 it  was  only $3,366 mi llion.

Now, le t u s take a look at  o ther  n ati on s t ha t are  s ell ing  commodit ies 
to Lat in  Am erica. In  1957 th at tot al was $4.5 bi llio n. It  dropped to 
$4,100 mi llio n in 1958. It  he ld its  own, a t $4.1 bil lio n, in 1959, and  
wen t up  to  $4.5 billi on in  1960.

D ur in g th ose  same year s, we had  an aid  p ro gram —in  1957, $642 m il­
lio n;  1958, $377 m ill ion;  1959, $621 mill ion;  1960, $380 mil lion , and 
1961, $981 million.

The rec ord  will spe ak f or  itse lf.
How many law s do you know of  th at  hav e been  passed  in Lat in  

Am erica  since the Bogota Confe ren ce th at  wou ld increase taxes?
Mr. Moscoso. May  I say som eth ing  ?
Rem ember, you have to  p ut th is  in  c ontext  in the  drop  o f the  prices  

of th e prod ucts thes e co untries e xport .
Mr . P assman. You will not ice  tha t our expo rts  w ent  down to about 

$3.2 bil lion , whi le Lat in  Am eri can  purch ase s fro m othe r na tio ns  of  
the world went up to  $4.5 bill ion .

Mr.  Moscoso. Only in 1 ye ar  has  that  ha ppene d.
I  th in k th at  is pr im ar ily  because the pri ces o f the prod uc ts the y ex­

po rte d were too low.
Mr. P assman. I t  does n ot  m ake any  difference. Th ey  were able to 

buy fro m othe r nations  $4.5 bil lion , and from th e Uni ted States  only  
$3.2 billio n.

SP EC IFI C TAX LEGISLATIO N

Anyway,  how many ta x laws , specif ically, h ave  been pu t in to effect ?
Mr. Moscoso.  Th e re cord I  hav e he re, Mr.  C ha irm an , ind ica tes  there  

have been im pro ved  ad min ist ra tio n------
Mr.  P assman. I am no t t alki ng  about impro ved ad min ist ra tio n.  I  

am ta lk in g ab ou t tax  laws.
Mr.  Moscoso. In  C olom bia, El Sa lvador , M exico , Nica ragu a, Pan a­

ma,  P eru,  and  Venezuela , th e D ominic an Republic, and Ec ua do r.
Mr.  P assman. H ow many is t ha t?
Mr.  Moscoso. Eig ht .
Mr.  P assman. In se rt  in the  rec ord  a sta tem ent on wha t kind  of 

taxes were  incr eased,  and then  go back to yo ur  sta teme nts  as to the  
am ount of  money th a t w as b roug ht  into the  t rea surie s of the cou ntr ies
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during the time the aid p rogram was increasing substantia lly. 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 cash transaction supp ort and balance- 
of-payments support we gave to them.

(The information follows:)
L a w s  I ncrea si ng  T ax es  in  L a tin  A m er ic a

A number of tax laws have been enacted in the different countries of Latin 
America since the act of Bogota. (The act of Bogota was signed September 
13, 1960.) The identification of the laws enacted and of the countries enacting 
the laws is as follows:

A . MA JOR 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 furth er 
implemented by a resolution, effective August 1, which materially strengthens  
tax adminis tration  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 a series of tax revisions, primari ly in the income tax, tha t incorporate 
the latest featu res of the most advanced tax systems.

Colombia.—A basic series of tax proposals clarifying 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 tha t 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 individuals. The 
income of business firms is taxed at  a progressive rat e with a top bracket 
of 38 percent on profits in excess of $60,000.

El Salvador.—Decree No. 300 of September 19, 1961, was a major effort on 
the par t 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.

Mexico.—A series of enactments, effective January 1, 1962, have affected the 
various tax laws of the  country. Criminal penalties were initiated. A number 
of it s income tax provisions were simplified. Thus, a progressive surtax  with a 
top ra te of 15 percent on to tal 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 las t week of June 1962, six new tax measures were 
enacted into law in implementation of a far-reaching tax-reform program. 
The program was designed to meet Alliance for Progress standards.  The rate  
of taxat ion on real and personal property was materia lly 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 a re now 
taxed a t 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 rais e at  leas t $2 million of additional revenue. 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 adminis tration.  It  included the establishment of procedures for 
the enforcement of penalt ies 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  rat es were rais ed 8 percent . A law enacted in December 1961 
weakened some of the income t ax  provisions, but  the general scope of the overall  
reform was allowed to stand .

Venezuela.—Two majo r refo rms were enacted in 1961—the first in February  
and  the second in June. The expected revenue increase  on a perm anent basis  
is $22 million a year. Top inher itance  and gif t tax  rat es were increased from 30 
to 55 i>ercent, tax  incent ives were introduced, and major income tax  changes were 
made. A fea ture of the changes was the introduction on a broad basis  of the 
withholding  and pay-as-you-go t ax  mechanisms.
2. Measures in legislative process and nearing  enac tment

Brazil, Chile, Ecuador, and  Guatemala.

B. MISCELLANEOUS SUBSTANTIA L INCREASES IN  TAXES

1. Measures enacted
Argentina  (miscellaneous actions designed  materially  to increase revenues in 

order to meet fiscal c rises) .
Costa Rica (miscellaneous actions designed m ateria lly  to increase revenues in 

order to meet fiscal cr ise s) .
Guatemala (1962 decree  substan tial ly increasing tax  yield from rea l es ta te).
Nica ragua (withholding system with  respe ct to income from agricultura l p ro­

ducts ; miscel laneous increases  in indirect t axes).
2. Measures actively pending

Honduras (proposed imposition of 20 pe rcent surcha rge  on incomes in excess 
of $5,000).

The following table for  1959, 1960, 1961, and, in some cases, 1962, illust rat es 
the corre lation from a budgetary  stan dpo int of domestic revenue figures and 
foreign  a id receipts.

In the  table, the  first  column is a composite figure that  shows the  gross 
budg etary  rece ipts of the country . These  rece ipts are made up of domestic 
revenues (col. 2) and  of U.S. foreign aid (gran ts and  loans, cols. 3 and 4) and 
non-U.S. fore ign ai d (gran ts and loans, cols. 5 and  6).

Domestic revenue—in accepted  budgeta ry practice and as used in this table  
(col. 2) —includes no element of foreign aid  of any kind  or from any count ry. 
All tax  rece ipts are included in domestic revenue. They account in the  case of 
most coun tries  for  over 90 percent  of th e total. The balance i s made up of serv­
ice charges a nd of certain  o pera ting types o f income received by the  Government.

Columns 7 an d 8 reflect the repayment of foreign aid loans  durin g the  y ear  in 
question. Columns 9, 10, and 11 give budgeta ry reflection to th at  repayment.  
Column 11 is the  so-called net  bud geta ry rece ipt column. It  i s made up of for ­
eign aid  net (cols. 9 and 10) and  of domes tic revenues (col. 2 as ref erred to 
above). The foreig n aid  net  figures are  the  ones that  app ear  in the basic  data 
th at  is a vailable  for each coun try.

Column 12 sets  for th the  applicable  cost-of-living indexes in each  of the 
coun tries  for  the per tinent  years.  In five of the  six count ries, rise s in cost of 
living do n ot account for  the  incre ases  in  domestic revenues.
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Mr. R hodes. 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 adjus ted dolla r figures.
Mr. Rhodes. 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. Martin. I think  the calculations are based on a common iden­
tical tax base. No change in production or prices.

Mr. Rhodes. 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 tha t number 
of dollars, you can also grind into the formula  a comparison as fa r as 
the value of the unit of currency is concerned.

Mr. Moscoso. Tha t is included in the figures given.

ORIGIN OF TH E AL LIAN CE  FOR PROGRESS

Mr. R hodes. 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 first enunciated. It  was not possible to put  the 
Alliance into the form of a char ter un til the Inter-American Economic 
and Social Council could meet at the ministeria l level which was finally 
held in August in Pun ta del Este. It  was not until August  tha t the 
Char ter of Pun ta del Este was approved.

Mr. Rhodes. What happened after the Act of Bogota ?
Mr. Moscoso. Prior to that, of course, the Act of Bogota, which was 

approved in 1960, had laid the foundation for this  parti cula r program.
Mr. Rhodes. Am I wrong in thinking  tha t the words “Alliance 

for Progress” came out of the Act of Bogota ?
Mr. Moscoso. I do not recall that .
I must say the idea for the Alliance, for br inging toge ther the coun­

tries of Latin  America and the United States into a comprehensive 
cooperative effort of this kind, was born as fa r back as 1960. It  was 
born out of the report th at P resid ent Eisenhower got f rom his brother 
Milton when he made his trip  to  La tin  America.

Mr. Rhodes. And implemented by the Act of Bogota ?
Mr. Moscoso. Yes, begun by the Act of Bogota.
Mr. R hodes. The Democrats try  to take credit for it. It  started in 

the Eisenhower administra tion. There are a lot of Republicans who 
would like for you to have c redi t for it. I do not happen to be one 
of them.

Mr. Moscoso. I  am the f irs t one  to ad mit t hat is th e case.
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Argentina’s request for financial assistance

Mr. Rhodes. Are you going to accede to the request of Argent ina 
for immediate budget support ? We read about it in the paper.

Mr. Moscoso. No, sir.
Mr. Rhodes. Has there not been a request for rather immediate 

budgetary support from Argentina ?
Mr. Martin. There is $20 million-----
Mr. Moscoso. Tha t is balance of payments.
Mr. Rhodes. Nothing  other than that ?
Mr. Moscoso. Tha t is right.
Mr. Sternfeld. At this point in time.
Mr. Rhodes. Always at this point in time.
You would not be ind icating there might be something in the mill 

here ?
Mr. Sternfeld. No.
Mr. Martin. Mr. Alsogaray d id not ask for any budgetary  support 

during his visit here.

RELATIONSHIP OF JUSTIFICATION CLAIMS TO ALLIANCE FOR PROGRESS

Mr. Rhodes. 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, particu lar ly since the  Act of Bogota in 1960, which demon­
st ra te  the  growing rea liza tion among La tin  American countries of the na tur e 
of the  problem and a  de term ina tion to move in the r igh t direction.

T 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  Progress ?

Mr. Moscoso. The reason why th is is included here is this—one of 
the basic tenets of the Alliance for Progress is, it will be self-help, 
and among the measures of self-help is considered assistance to private 
enterprise.

Mr. R hodes. We do not want you to write a short economic history 
of South America. AVe want you to put anything in the book relevant 
to the Alliance for Progress.

What is relevant to the Alliance for Progress?
Air. Moscoso. The fact tha t the Argentine  Government has been 

willing to  make very decisive changes in the ir a ttitu de toward private  
enterprise, and by th at means brought about very substan tial increases 
in the investments of foreigners in the ir country.

Mr. Rhodes. We have already established tha t this Alliance for 
Progress  began in 1960, not before. Now, this occurred shortly afte r 
1958. J

87948— 62 — pt.  3------ 11
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1 do not  intend  to  belab or thi s, but  if you will  go th roug h these  14 
poin ts, you will find that  7 cou ld not possibly have  had an ything  to 
do with the All ianc e fo r Pro gre ss.  These th ings  cause us to won der  
about th e vali dit y of the rest o f the book.

Mr. Moscoso. Whic h a re th ose?
Mr. Rhodes. No. 3 :
Since August I960, in a step-up of the agrar ian  reform  program, Bolivia 

granted 71,000 land  ti tles to small-scale fa rmers.
What did  the All ianc e fo r Progres s have to do wi th th at  ? They 

could  n ot have possibly produc ed a lan d reform  in 1 month.
Le t’s go to  No. 6:
‘‘November  1960”—which is 1 mo nth  af te r the Ac t of  Bogota— 

“Columbia enact ed an agrar ian ref orm l aw.”
Was the  leg isla tive  body  of Colombia  sit tin g the re jus t wa iting  

with bate d breat h for the  Ac t of Bogota to be enacted ?
Mr. Moscoso. Th is is 1961; this  is Nov ember 1961.
Mr. Rhodes. I will accept tha t.
Is  No. 8 also  a mis take , Venezuela  and  its lan d ref orm prog ram  ?
Mr. Moscoso. Th is w as 1960.
Mr. R hodes. I t could  no t hav e had  much to do wi th the  Act of 

Bogota.
Mr. M< )scoso. What the  Ac t of  Bogota did  was to  cha nge the cli­

mate.  I t  ga ve a l ot of mo ral backing  to  these ref orm measure s which 
were h av ing  toug h s led din g in each of these cou ntries.

Mr. R hodes. I recognize that .
The  point  that I objec t to is yo ur  re la tin g these dir ectly  to the 

All iance fo r Pro gre ss,  and  sayin g th at  because of  it these thi ngs 
hap pen ed.  I  do n ot t hink  they did .

Look a t No. 12:
Expendi tures on educa tion in Mexico now amount to 21 percent of the tota l 

budget as compared to 5 percen t fo r the mi litary.
What did  the  Al lian ce fo r Progres s hav e to do wi th that?
Mr. Moscoso. Th ere  is a section in the  All iance fo r Progres s which 

sta tes  th at  the  cou ntr ies  in Lat in  Am eric a agre e to  increase the  
amount of money they put  into  education and  set a ta rg et  dat e of 
1970 f o r ------

Mr. R hodes. Ar e you going  to  te ll me now th at  Mexico has changed  
these  percentages  since 1960 ?

Mr. Moscoso. I t  appe ars they have incre ased  the  amount of money 
they are  put ting  in to educa tion .

Mr.  R hodes. I am sure of  tha t.
Ar e you go ing  to say thes e percen tage changes  act ua lly  have oc­

curre d since 1960 ?
Mr. Moscoso. I  do not  have the base.
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Mr. Rhodes. In the first place, we have no basis for comparison 
here. It  is sta ted that now the Mexican budget provides 21 percent 
for education and 5 percent for the mili tary . We do not know. Pe r­
haps it  has always been tha t way.

Mr. Moscoso. We can get the figure for  you and show you the 
comparison.

(The information requested follows:)
E ducation E xpenditures in  Mexico

Government of Mexico expendi tures on education have increase d from $119 
million, or 15 perc ent of the 1959 budget, to $150 million, or 19.3 percent of the  
1960 budget, to $169 million, or 19.6 perce nt of the 1961 budge t, to $207 million , or 20.9 percent o f th e 1962 budget.

Mr. Rhodes. We have in No. 13 here a reference to something which 
occurred in 1959, and I think I  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 Fun d which 
was ahead of the Alliance, in point of time.

Mr. Moscoso. It  was finally made available dur ing  the initial weeks 
of the Alliance for Progress.

Mr. Rhodes, Ton did not have to sell us qu ite this  hard.
Mr. Moscoso. I am sorry.
Mr. Rhodes. I th ink you tried  to oversell the jury.
Mr. Moscoso. I have the overall responsibility for  it, but I can 

assure you I did not choose these particular  items.
Mr. Rhodes. I understand.

NE W CON CEP TS UNDER THE ALLIA NC E 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 Fun d and the sup­
port ing assistance and the expense support and technical assistance before ?

Mr. Moscoso. Some of i t ; yes, sir.
Mr. Rhodes. The main thin g actually in the Alliance  for Progress is to try to get-----
Mr. Moscoso. The countries to help themselves.
Mr. Rhodes. To part icipate in i t more fully  than they have?
Mr. Moscoso. Right.
Mr. Rhodes. And to t ry  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 char ter of Pun ta del Este, tha t they would strive to 
achieve a 21^-percent-per-capita-per-year growth ra te.
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T R A IN IN G  PROG RA M FOR LABO R LEA DERS

Mr. Rhodes. 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. Rhodes. What is that ? Will you explain th at ?
Mr. Moscoso. We have worked out a contract with the American 

Insti tute for Free Labor Development. This is a new instrumentality  
which has been created with the part icipation of private enterprise  
and the labor movement in the United States.

Mr. Rhodes. What is it, an American corporation ?
Mr. Moscoso. An American corpora tion representing businessmen 

interested in Latin  America, together with the labor movement here 
in the United States.

Mr. R hodes. At this point in the record, may we have a list of the 
officers ?

Air. Moscoso. Yes. The president is Peter Grace, and I think the 
vice president is George Meany.

Mr. P assman. You said labor and free enterpr ise ?
Mr. 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. Rhodes. When i t was formulated ?
Mr. Moscoso. Yes.
(The information requested follows:)

American I nst itute for F ree Labor Development

The American In sti tu te  for Fre e Labor Development is a nonprofit corp ora­
tion incorporated  u nder the  laws of Dela ware on August 24, 1961. The ins titu te 
was  created by U.S. organized labor with the  suppor t and par tici pat ion  of the 
management  of firms with  in ter es ts in Latin  America.

The officers a re : Chai rman , J . Pe ter  Grace, Jr. , president  of W. R. Grace & Co.; 
vice chairm an, George Meany, preside nt of the AF L-CIO; sec reta ry-t reasurer, 
Joseph A. Beirne, preside nt of the  Communications  Workers  of America and 
vice president  of the  AFL -C IO ; the  execut ive director is Serafino Romuald i, 
inter-American rep resent ative of the AFL-C IO;  and Will iam Doherty, Jr. , di­
rec tor  of the Social Pro jec ts Dep artm ent,  has served as  inter-A merican rep re­
sen tati ve of the Po stal,  Telephone & Telegraph W orkers Inte rna tion al.

Othe r members o f the board of tru stees of the insti tut e are  as  fo llow s: Charles 
Brinckeroff, president , Anaconda Co.; Jam es B. Carey, president, In terna­
tion al Union of Ele ctri cal  Rad io & Machine  W orkers, AF L-CI O; Jose Figue res, 
former President  of Costa  R ic a; Beren t Frie le, senior vice president,  American 
Int ern ational Associatio n; George Har rison, pres iden t, Brothe rhood of Railway 
& Steamship Clerks, Freigh t Handlers, Exp ress  & Sta tion  Employees, A FL -CIO; 
Kenneth Holland, president, Insti tu te  of International Educati on ; Arturo 
Jauregui, Secreta ry General  of ORIT , Mexico, D .F .; Eri c Johnsto n, president, 
Motion Pic ture  Assoc iation of America, In c. ; Joseph D. Keenan, secreta ry, In ­
ternat ion al Brotherhood of Electri cal Workers, AF L-CI O; O. A. Knight, presi-
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dent, Oil, Chemical & Atomic Workers Inte rnational  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 Porte rs. AFL-CIO; Walte r 
Reuther, president, International Union of United Automobile, A ircra ft & Agri­
cultural Implement Workers of America, A FL-CIO; Michael Ross, director. In­
ternational Affairs, AFL-CIO; Luis Alberto Sanchez, rector, Uuiversidad 
Nacional Mayor de San Marcos, Lima, Per u; William F. Schnitzler, secretary- 
treasurer,  AFL -CIO ; Juan Antonio Solari, president, Argentine Commission 
for Cultural Friendship, Buenos Aires, Argentina ; James A. Suffridge, president, 
Retail Clerks Interna tiona l Association, AFL-CIO.

Mr. Rhodes. Do you carry this under your  regional programs ?
Mr. Moscoso. Yes.
Mr. R hodes. Do you have figures on the contract which you have 

with this nonprofit corporation ?
Mr. Moscoso. $250,000.
Mr. Rhodes. For 1 year’s operation ?
Mr. Moscoso. That is righ t, for  our first contract for labor leader 

training.
PA RT ICIP AN T TR AI NIN G UN DE R LABOR PROJECT

Mr. Rhodes. How many labor leaders do they bring to this country ? 
Mr. Moscoso. Forty-two union leaders for 3 months’ train ing, plus 

9 months of intern  train ing  in the host country.
Mr. R hodes. Three months in this country and nine months in the

host country ? 
Mr. Moscoso, 
Mr. Rhodes. 
Mr. Moscoso 
Mr. Rhodes.

Yes.
What is the  host country ?
The country from where the trainee is to come.
So that is a total of a year ?

Mr. Moscoso. Tha t is right.
Mr. R hodes. 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 part ici­

pants  and then $40,000 is fo r the  teaching start' and  the establishment 
of field training  in the host country.

Mr. P assman. In what field do they tra in the labor leaders? What 
do you train them to do?

Mr. Moscoso. One of the thin gs we are hoping to achieve, sir, is the 
development of a democratic labor movement in Lat in America.

Mr. P assman. To organize labor unions to learn about our-----
Mr. Moscoso. About our democratic labor  movement.
Mr. P assman. Simi lar to what we have in America; is tha t correct, 

sir?
Mr. Moscoso. As compared to the type labor movements tha t the 

Communists are trying  to establish.
Mr. P assman. You train them to operate as we do here in America ? 
Mr. Moscoso. Tha t is right.
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training in operation of cooperatives

Mr. Passman. Yesterday you testified with reference to another 
fund for  train ing  to organize cooperatives ?

Mr. Moscoso. That is right.
Mr. R hodes. Would you a t thi s point in the record give a resume of 

the training  these people receive, both in thei r country and in the 
United States?

Mr. Sternfeld. We can give you the plan.
Mr. Moscoso. This is so recent tha t I do not have the full detail 

but I can give you the plan tha t is being worked out now.
Mr. Sternfeld. We have the plan as to what kind of tr ain ing  they 

expect to do, both in the United States and abroad.

ECO NOMIC  INT EGRATIO N PROGRAM IN  CEN TRA L AMERIC A

Mr. Rhodes. Will you set up any kind of a suboffice in Latin America 
which will direct the regional programs and atcually  be an on-the- 
ground headquarters ?

Mr. Moscoso. We have set up a regional team in Centra l America 
where we are assisting in the economic integration of the  five nations 
tha t comprise the Common Market of Central America. We hope by 
focusing attention on this central regional operation we will assist in 
the integra tion movement, accelerate it.

OTH ER TRADE ORGANIZATIONS  IN  LATTN AMERIC A

Mr. Rhodes. Do you find any interest in the other countries of South 
America and Latin  America in an organization s imilar to the Central 
American Common Market ?

Air. Moscoso. Yes, sir. They have s tarted  a free t rade area set up 
by the char ter of Montevideo which comprises most of the larger  coun­
tries, including Mexico. The only problem in this par ticu lar opera­
tion or attempt to integrate is tha t they set themselves a very cumber­
some procedure in which you have to negotiate the tari ff reductions 
item by item, commodity by commodity.

As you know in the case of the European Common M arket one of 
the reasons for its success is tha t there has been agreement on an 
across-the-board reduction of tariffs  and tha t 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 tr ade coun­
tries’ procedure. They took to the European procedure of across-the- 
board reductions and that  is why this integra tion 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 hopefu lly they may adop t the 
Central American procedure of across-the-board ta riff  reduction.
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TREASURY RECEIPTS AND WITHDRAWALS

Mr. P assman . Las t ye ar  set an all tim e record  fo r U.S. ta x colle c­
tions. I t  also  set an  a llt im e record fo r spending . Bu t, when we look a t 
the Tr ea su ry  sta temen t da ted  Ju ly  23, 1962, we find th at the ad min ­
is tra tio n w ith drew  from th e U.S. Treas ur y to  op era te the  G overn me nt 
fo r the  23 days,  $7,445,882,851.02, as com par ed wi th  $6,171,268,872.62 
fo r t he co rre spon din g p er iod the pre vio us year.  Th ere  are  one or  tw o 
an sw er s: W e are ru nn in g wi ld wi th  o ur  e xpendit ure s th is ye ar  o r else 
a lot  o f in voices th a t sho uld  have  been  pa id  in Ju ne  go t m ixed up  and  
did no t ge t ove r fo r pa ym en t un til  th is  fiscal yea r. Th e shoe eit he r 
fits the le ft  foot  or the rig ht . I  shall  inse rt th e Ju ly  23 Tr ea su ry  
sta tem en t in th e reco rd.

(T he  docum ent  fo llo ws:)



D
ai

ly
 S

ta
te

m
en

t o
f t

he
 U

ni
te

d 
St

at
es

 T
re

as
ur

y
JU

LY
 2

3
, 

1
9

6
2

T
he

 d
ep

os
it

s 
an

d 
w

it
hd

ra
w

al
s 

sh
ow

n 
In

 t
h

is
 s

ta
te

m
en

t 
ar

e 
th

os
e

 t
h

at
 a

ff
ec

t 
th

e 
ac

co
un

t 
of

 t
h

e 
T

re
as

u
re

r 
of

 t
h

e 
U

ni
te

d 
S

ta
te

s.
 

O
pe

ra
ti

on
s 

on
 a

 b
ud

ge
ta

ry
 b

as
is

, 
sh

ow
in

g 
th

e 
bu

dg
et

 s
ur

p
lu

s 
or

 d
ef

ic
it

, 
ar

e 
pu

bl
is

h
ed

 i
n 

th
e 

M
on

th
ly

 S
ta

te
m

en
t 

of
 R

ec
ei

p
ts

 a
nd

 E
xp

en
di

tu
re

s 
of

 t
he

 
U

ni
te

d
 S

ta
te

s 
G

ov
er

n
m

en
t.

A
C

C
O

U
N

T 
O

F 
TR

E
A

SU
R

ER
 O

F 
TH

E
 U

N
IT

E
D

 S
T

A
T

ES

A
SS

ET
S

G
o

ld
 (

oz
. 

46
4,

93
8,

21
8.

9 
)..

...
...

...
...

...
...

...
...

...
...

....
...

...
.

(A
m

o
un

t 
on

 J
ul

y
 2

1
, 

19
61

 
w

as
 *

17
,5

24
,9

35
,6

63
.6

6 
)

T
o

ta
l..

...
...

...
...

...
...

...
...

...
...

...
...

...
....

...
...

...
...

...
...

....
..

*1
6,

2
72

,8
37

,6
63

.0
1

16
,2

7
2,

83
7,

66
3.

01

LI
A

B
IL

IT
IE

S

G
ol

d 
ce

rt
if

ic
at

es
 (

S
er

ie
s 

of
 1

93
4)

, 
e

tc
...

...
...

...
...

...
.

B
al

an
ce

 o
f 

go
ld

...
...

...
...

...
...

...
....

...
...

...
...

...
...

....
...

...
...

...
...

...
....

.

T
o

ta
l..

...
...

...
...

...
...

....
...

...
...

...
...

...
....

...
...

...
...

...
...

....
...

...
...

*1
6,

15
2,

4
67

,5
41

.3
1

12
0,

37
0,

12
1.

7
0

16
,2

72
,8

37
,6

63
.0

1

S
il

ve
r 

(o
z.

1
,6

86
,4

94
,3

35
.5

)..
...

...
...

...
...

...
...

...
...

...
...

....
S

il
ve

r 
do

ll
ar

s 
(o

z.
 8

8,
03

3
,5

17
.1

 
).

...
...

...
...

...
...

..
2,

18
0,

51
7,

92
7.

10
11

3,
82

1,
11

3.
00

S
il

ve
r 

ce
rt

if
ic

at
es

 (
is

su
ed

 a
ft

er
 J

u
ne

 3
0,

 
1

9
2

9
).

. 
2,

26
1,

96
8,

78
0.

00
B

al
an

ce
 o

f 
si

lv
e

r.
...

...
...

...
...

...
....

...
■..

...
...

...
...

...
...

....
...

...
...

...
.. 

32
,3

70
,2

60
.1

0

T
o

ta
l..

...
...

...
...

...
...

....
...

...
...

...
...

...
....

...
...

...
...

...
...

....
.

G
ol

d 
ba

la
n

ce
 (

as
 a

b
ov

e)
...

...
...

...
...

...
...

....
...

...
...

...
...

...
...

S
il

ve
r 

ba
la

nc
e 

(a
s 

ab
o

v
e)

...
...

...
...

...
...

...
....

...
...

...
...

...
.

S
ub

si
di

ar
y

 c
oi

n 
(o

z.
3.

47
1,

98
8.

6 
).

...
...

...
...

...
...

...
..

O
th

er
 s

il
v

er
 b

u
lli

on
 (
oz
. 

37
,7

97
,6

85
.9

 
).

...
...

...
..

O
th

er
 c

o
in

 a
n

d 
cu

rr
en

cy
...

...
...

...
...

...
...

...
...

...
...

...
...

...
...

...
U

nc
la

ss
if

ie
d-

co
ll

ec
ti

on
s,

 
et

c
...

...
...

...
...

...
...

....
...

...
.

D
ep

os
it

s 
in

:
F

ed
er

a
l 

R
es

er
v

e 
ba

nk
s:

A
va

il
ab

le
 f

un
ds

...
...

...
....

...
...

...
...

...
...

....
...

...
...

...
...

.
Li

 p
ro

ce
ss

 o
f 

co
ll

ec
ti

on
, 

et
c

...
...

...
...

...
...

...
...

S
pe

ci
al

 d
ep

os
it

ar
ie

s.
 

T
re

as
ur

y 
T

ax
 a

nd
 

Lo
an

 A
cc

ou
nt

s..
...

...
...

...
...

...
...

...
...

...
...

...
....

...
...

...
..

O
th

er
 d

ep
o

si
ta

ri
es

...
...

...
...

...
...

...
....

...
...

...
...

...
...

....
...

.

T
ot

a
l..

...
...

...
...

...
...

...
...

...
...

...
...

...
....

...
...

...
...

...
...

....
...

2,
29

4,
33

9,
04

0.
10

T
o

ta
l..

...
...

...
...

...
...

....
...

...
...

...
...

...
....

...
...

...
...

...
...

....
...

...
...

2,
29

4,
33

9,
04

0.
10

12
0,

37
0,

12
1.

70
32

,3
70

,2
60

.1
0

4,
79

9,
70

7.
70

32
,1

51
,7

86
.1

6
89

,6
25

,4
90

.2
4

73
,9

9
3,

87
8.

43

B
oa

rd
 o

f 
tr

u
st

e
es

, 
P

os
ta

l 
S

av
in

gs
 S

ys
te

m
.

5-
p

er
c

en
t 

re
se

rv
e,

 
la

w
fu

l 
m

on
ey

...
...

...
...

...
...

...
...

O
th

er
 d

ep
os

it
s.

...
...

...
...

...
...

....
...

...
...

...
...

...
...

....
...

...
U

nc
ol

le
ct

ed
 i

te
m

s,
 e

xc
ha

n
ge

s,
 

et
c

...
...

...
...

...
...

...
....

.

29
,5

00
,0

00
.0

0
20

,5
23

,8
35

.2
7

39
,2

09
,5

28
.3

5

66
1,

22
6,

5
23

.3
9

20
0,

42
7,

44
6.

85

5,
37

8,
75

0,
85

6.
30

39
2,

84
8,

0
36

.3
2

B
al

an
ce

...
...

...
...

...
...

...
....

...
...

...
...

...
...

....
...

...
...

...
...

...
...

(B
al

an
ce

 c
or

re
sp

on
di

n
g 

da
y 

la
st

 y
ea

r 
w

as
 *

3
,6

39
,4

85
,7

15
.1

9)
T

o
ta

l..
...

...
...

...
...

...
....

...
...

...
...

...
...

....
...

...

6,
89

5,
33

0,
74

3.
57

6,
98

4,
56

4,
10

7.
19

6,
98

4,
56

4,
10

7.
19



C
A

SH
 D

E
P

O
S

IT
S

 A
N

D
 W

IT
H

D
R

A
W

A
L

S

C
la

ss
if

ic
at

io
n

T
hi

s 
m

on
th

 
to

 d
at

e
C

or
re

sp
on

di
n

g 
pe

rio
d 

la
st

 y
ea

r
F

is
ca

l 
y

ea
r 

19
63

 
to

 d
at

e
(B

eg
in

ni
ng

 A
lly

 I
, 

19
62

)

C
or

re
sp

on
di

n
g 

pe
ri

od
 

fi
sc

al
 y

ea
r 

19
62

 
(B

eg
in

ni
ng

 J
ul

y 
I.

 1
96

11

D
E

PO
SI

TS
In

te
rn

al
 r

ev
en

ue
:

In
di

vi
d

ua
l 

in
co

m
e 

ta
xe

s 
an

d 
F

ed
er

a
l 

In
su

ra
nc

e 
C

on
tr

ib
ut

io
ns

 A
ct

 t
ax

es
 w

it
hh

el
d

1
...

...
...

...
...

...
...

....
.

In
di

vi
d

ua
l 

in
co

m
e 

ta
xe

s 
ot

h
er

 a
n

d 
S

el
f-

E
m

pl
o

y­
m

en
t 

C
on

tr
ib

ut
io

ns
 A

ct
 t

ax
es

1
...

...
...

...
...

...
...

....
...

...
..

C
or

p
or

at
io

n 
in

co
m

e 
ta

x
es

...
...

...
...

...
...

...
....

...
...

...
...

...
...

....
E

xc
is

e 
ta

x
e

s.
...

...
...

...
...

...
...

....
...

...
...

...
...

...
....

...
...

...
...

...
...

....
...

R
ai

lr
o

ad
 R

et
ir

em
en

t 
T

ax
 A

ct
 t

ax
es

2
 * ...

...
...

...
...

...
...

...
F

ed
er

a
l 

U
ne

m
pl

oy
m

en
t 

T
ax

 A
ct

 t
ax

es
1

...
...

...
...

...
...

.
E

st
at

e
 a

n
d 

gi
ft

 t
a

x
e

s.
...

...
...

...
...

...
...

....
...

...
...

...
...

...
....

...
...

...
C

us
to

m
s 

...
...

...
...

...
...

...
....

...
...

...
...

...
...

....
...

...
...

...
...

...
....

...
...

...
...

...
.

D
ep

os
it

s 
by

 S
ta

te
s 

an
d 

R
ai

lr
oa

d 
R

et
ir

e
m

en
t

B
oa

rd
 i

n 
un

em
pl

o
ym

en
t 

tr
u

st
 f

u
n

d
...

...
...

...
...

...
...

....
...

.
V

et
e

ra
ns

' 
li

fe
 i

n
su

ra
nc

e 
fu

nd
s.

...
...

...
...

...
...

...
....

...
...

...
...

...
..

A
ll

 o
th

er
...

...
...

...
...

...
...

....
...

...
...

...
...

...
....

...
...

...
...

...
...

....
...

...
...

...
...

...

16
55

,1
95

,0
8

2.
29

26
7,

85
4,

58
4.

51
50

3,
70

6,
57

1.
90

1,
03

6,
06

4,
70

7.
33

2,
10

9,
58

8.
84

92
5,

48
0.

86
10

4,
68

2,
63

4.
18

82
,0

29
,5

73
.7

0

20
,7

64
,5

52
.8

0
34

,6
30

,5
90

.2
2

91
1,

93
5,

97
7.

59

8  
*6

02
,0

56
,4

12
.7

1

20
6,

33
2,

12
6.

39
36

9,
28

2,
80

6.
71

98
0.

47
7.

15
6.

16
 

2,
04

8,
21

9.
55

58
3,

48
5.

90
99

.7
44

.5
31

.1
9

46
.9

34
.3

81
.2

0

22
,1

29
,2

96
.8

2
36

,2
19

,7
02

.1
7

40
7.

94
6.

92
2.

17

*6
55

,1
95

,0
82

.2
9

26
7,

8
54

,5
84

.5
1

50
3,

70
6,

57
1.

90
1,

03
6,

06
4,

70
7.

33
2,

10
9,

58
8.

84
92

5,
48

0.
8

6
10

4,
68

2,
63

4.
18

62
,0

29
,5

73
.7

0

20
,7

64
,5

52
.8

0
34

,6
30

,5
90

.2
2

91
1,

93
5,

97
7.

59

8  
*6

02
,0

56
,4

12
.7

1

20
6,

33
2,

12
6.

39
36

9,
28

2,
8

06
.7

1
98

0.
47

7.
15

6.
16

 
2,

04
8,

21
9.

55
58

3,
48

5.
9

0
99

.7
44

.5
31

.1
9

46
.9

34
.3

81
.2

0

22
,1

29
,2

96
.8

2
36

,2
19

,7
02

.1
7

40
7.

94
6.

92
2.

17

T
o

ta
l..

...
...

...
...

...
...

....
...

...
...

...
...

...
....

...
...

...
...

...
...

....
...

...
...

...
D

ed
uc

t:
 R

ef
un

d
s 

of
 r

ec
ei

p
ts

...
...

...
...

...
...

...
....

...
...

...
...

...
...

....
.

N
et

 d
ep

o
si

ts
...

...
...

...
...

...
...

....
...

...
...

...
...

...
....

...
...

...
...

...
...

.

W
IT

H
D

R
A

W
A

L
S

3,
59

9,
89

9,
34

4.
22

12
1,

82
7,

3
32

.1
2

2,
77

3,
75

5,
04

0.
97

 
13

9,
43

5,
17

2.
99

3,
59

9,
89

9,
34

4.
22

12
1,

82
7,

3
32

.1
2

2,
77

3,
75

5,
04

0.
97

13
9,

43
5,

1
72

.9
9

3,
47

8,
07

2,
01

2.
10

2,
63

4,
31

9,
86

7.
98

3,
47

8,
07

2,
01

2.
10

2,
63

4,
31

9,
86

7.
98

D
ef

en
se

 D
ep

ar
tm

en
t:

M
il

it
ar

y
 (

in
cl

ud
in

g 
m

il
it

ar
y

 a
ss

is
ta

n
ce

).
...

...
...

...
...

.
C

iv
il

...
...

...
...

...
...

...
....

...
...

...
...

...
...

....
...

...
...

...
...

...
....

...
...

...
...

...
...

...
F

or
e

ig
n 

as
si

st
a

n
ce

 -
 e

co
n

o
m

ic
...

...
...

...
...

...
...

....
...

...
...

...
...

A
to

m
ic

 E
ne

rg
y 

C
om

m
is

si
o

n 
...

...
...

...
...

...
...

....
...

...
...

...
...

...
..

N
at

io
na

l 
A

er
o

na
ut

ic
s 

an
d 

Sp
ac

e 
A

dm
in

is
tr

at
io

n 
..

.
V

et
e

ra
n

s’
 A

d
m

in
is

tr
at

io
n

...
...

...
...

...
...

...
....

...
...

...
...

...
...

....
...

..
C

om
m

od
it

y 
C

re
di

t 
C

or
po

ra
ti

on
4

...
...

...
...

...
...

...
....

...
...

...
...

.
H

ea
lt

h,
 

E
du

ca
ti

on
, 

an
d 

W
el

fa
re

 D
ep

ar
tm

en
t..

...
...

...
.

In
te

re
st

 o
n 

th
e 

pu
bl

ic
 d

e
b

t.
...

...
...

...
...

...
...

....
...

...
...

...
...

...
....

..
F

ed
er

a
l 

em
pl

o
ye

es
' 

re
ti

re
m

en
t 

fu
n

d
s.

...
...

...
...

...
...

....
...

F
ed

er
a

l 
ol

d
-a

ge
 a

n
d 

di
sa

bi
li

ty
 i

n
su

ra
nc

e 
tr

u
st

 fu
nd

s
H

ig
hw

ay
 

tr
u

st
 f

un
d 

...
...

...
...

...
...

...
....

...
...

...
...

...
...

....
...

...
...

...
...

..
R

ai
lr

o
ad

 r
et

ir
em

en
t 

ac
co

u
n

t..
...

...
...

...
...

...
....

...
...

...
...

...
...

...
U

ne
m

pl
oy

m
en

t 
tr

u
st

 f
u

n
d

...
...

...
...

...
...

...
....

...
...

...
...

...
...

....
...

..
V

et
e

ra
n

s'
 l

if
e 

in
su

ra
nc

e 
fu

nd
s 

...
...

...
...

...
...

...
....

...
...

..
..

A
ll

 o
th

er
...

...
...

...
...

...
...

....
...

...
...

...
...

...
....

...
...

...
...

...
...

....
...

...
...

...
...

...
.

C
le

ar
in

g 
ac

co
un

t 
...

...
...

...
...

...
...

....
...

...
...

...
...

...
....

...
...

...
...

...
...

....

2,
95

0,
50

7,
34

6.
98

62
,8

19
,6

01
.1

4
12

5,
00

2,
5

18
.5

1
16

7,
76

2,
69

1.
31

10
4,

35
0,

9
53

.8
1

33
9.

25
7.

6
56

.1
1 

20
3,

04
5,

89
4.

48
39

9,
85

0,
36

4.
13

 
19

1,
4

94
,2

24
.4

6
88

,7
37

,3
89

.4
9

1,
19

8,
58

6,
28

3.
13

18
2,

4
34

,1
22

.2
9

85
,8

09
,8

13
.4

0
15

4,
2

79
,4

69
.8

7
46

,3
99

,9
54

.8
3

74
6.

24
1.

9
36

.1
1 

31
9,

32
2,

33
0.

97

2,
56

3,
08

6,
35

4.
24

95
,3

21
,5

53
.4

7
10

6.
59

2.
57

0.
71

 
17

0,
50

6,
06

4.
13

8
 1

01
,0

88
,8

64
.6

1 
38

6,
66

0,
62

0.
35

22
2,

58
0,

54
5.

40
8
 2

78
,6

33
,2

67
.2

2 
16

3,
03

2,
4

95
.5

7 
82

,0
79

,3
88

.6
8 

8
 1

,0
5

5,
28

8,
33

6.
02

8
 1

73
,2

91
,1

66
.7

2 
84

,0
95

,0
17

.5
1

18
1.

36
4.

44
1.

71
 

14
5,

27
5,

7
46

.4
5

8
 5

45
,7

50
,1

91
.5

6
-1

83
,3

77
,7

51
.7

6

2,
95

0,
50

7,
64

6.
98

62
,8

19
,6

01
.1

4
12

5,
00

2,
51

8.
51

16
7,

76
2,

09
1.

31
10

4,
35

0,
9

53
.8

1
38

9.
25

7.
6

56
.1

1 
20

3,
04

5,
89

4.
48

39
9,

85
0,

36
4.

13
 

19
1,

49
4,

22
4.

46
88

,7
37

,3
89

.4
9

1,
19

8,
56

6,
28

3.
13

18
2,

43
4,

1
22

.2
9

85
,8

09
,8

13
.4

0
15

4,
27

9,
4

69
.8

7
46

,3
99

,9
54

.8
3

74
6.

24
1.

93
8.

11
 

34
9,

32
2,

33
0.

97

2,
56

3,
08

6,
35

4.
24

95
,3

21
,5

53
.4

7
10

6.
59

2.
57

0.
71

 
17

0,
50

6,
0

64
.1

3
8
 1

01
,0

68
,8

64
.6

4 
38

6,
6

60
,6

20
.3

5
22

2,
58

0,
54

5.
40

8
 2

78
,6

33
,2

67
.2

2 
16

3,
03

2,
4

95
.5

7 
82

,0
79

,3
88

.6
8

1,
05

5,
28

8,
33

6.
02

 
8
 1

73
,2

91
,1

66
.7

2 
84

,0
95

,0
17

.5
1

18
1.

36
4.

44
1.

71
 

14
5,

27
5,

7
46

.4
5

3
 5

45
,7

50
,1

91
.5

6
-1

83
,3

77
,7

51
.7

6

T
ot

al
 w

it
hd

ra
w

al
s.

...
...

...
...

...
...

...
....

...
...

...
...

...
...

....
...

...
.

7,
44

5,
88

2,
85

1.
02

6,
17

1,
26

8,
87

2.
62

7,
44

5,
88

2,
85

1.
02

6,
17

1,
26

8,
87

2.
62

1  
D

is
tr

ib
ut

io
n 

la
 a

cc
or

d
an

ce
 w

it
h 

pr
ov

is
io

ns
 o

f 
se

c.
 2

01
 o

f 
th

e 
S

oc
ia

l 
S

ec
ur

it
y

 A
ct

, 
as

 a
m

en
de

d,
 w

il
l 

be
 s

ho
w

n 
In

 t
h

e 
M

on
th

ly
 

S
ta

te
m

en
t 

of
 R

ec
ei

p
ts

 a
n

d 
E

xp
en

di
tu

re
s 

of
 th

e 
U

ni
te

d
 S

ta
te

s 
G

ov
er

n
m

en
t.

2  
A

m
ou

nt
s 

eq
ua

l 
to

 ta
xe

s 
on

 c
ar

ri
er

s 
an

d 
th

ei
r 

em
pl

o
ye

es
 (

m
in

us
re

fu
nd

s)
 a

re
 a

pp
ro

pr
ia

te
d 

to
 t

h
e 

R
ai

lr
o

ad
 r

et
ir

em
en

t 
ac

co
un

t.

3  
A

m
ou

nt
s 

eq
ua

l 
to

 t
h

e 
ta

x 
re

ce
iv

ed
 u

nd
er

 t
h

e 
F

ed
er

a
l 

U
ne

m
pl

oy
m

en
t 

T
ax

 A
ct

 a
re

 t
ra

n
sf

er
re

d
 t

o 
th

e 
U

ne
m

pl
oy

m
en

t 
T

ru
st

 F
un

d.
* 

In
cl

ud
es

 e
xp

en
di

tu
re

s 
fo

r 
th

e 
so

il
 b

an
k

 a
n

d 
sp

ec
ia

l 
ex

po
rt

 
p

ro
g

ra
m

s.
3
 R

ev
is

ed
 o

n 
ac

co
un

t 
of

 r
ec

la
ss

if
ic

at
io

n
.



2 
C

H
A

N
G

E
S 

IN
 T

H
E 

PU
B

LI
C

 D
E

B
T

1 —
JU

LY
 2

3,
 1

96
2

C
la

ss
if

ic
at

io
n

T
hi

s 
m

on
th

 
to

 d
at

e
C

or
re

sp
on

di
ng

 p
er

io
d 

la
st

 y
ea

r
F

is
ca

l 
ye

ar
 1

96
3 

to
 d

at
e

(B
eg

iim
ln

B
 J

ul
y 

1,
 1

96
2)

C
or

re
sp

on
di

ng
 p

er
io

d
 

fi
sc

al
 y

ea
r 

19
62

(B
eg

in
n

in
g 

Ju
ly

 1
, 

19
61

)

In
cr

ea
se

 {
+)

 o
r 

de
cr

ea
se

 (
-)

 I
n 

th
e 

gr
o

ss
 p

u
bl

ic
 d

eb
t:

P
ub

li
c 

Is
su

es
:

M
ar

ke
ta

b
le

 o
bl

ig
at

io
ns

:
T

re
as

u
ry

 b
il

ls
...

...
...

...
...

...
...

...
...

...
...

...
...

...
...

...
...

...
...

...
...

...
...

...
C

er
ti

ii
ca

te
e 

of
 i

nd
eb

te
d

ne
ss

...
...

...
...

...
...

...
...

...
...

...
...

...
...

...
...

T
re

as
u

ry
 n

ot
e

s.
...

...
...

...
...

...
...

...
...

...
...

...
...

...
...

...
...

...
...

...
...

...
...

.
T

re
as

u
ry

 b
en

d
s.

...
...

...
...

...
...

...
...

...
...

...
...

...
...

...
...

...
...

...
...

...
...

...
O

th
er

 
...

...
...

...
...

...
...

...
...

...
...

...
...

...
...

...
...

...
...

...
...

...
...

...
...

...
...

...
...

..

+$
59

4,
47

6,
00

0.
00

-2
01

,0
00

.0
0

+6
59

,0
00

.0
0

-5
1,

04
5,

17
5.

00
-6

2,
13

8.
50

+8
60

0,
95

0,
00

0.
00

-9
96

,0
00

.0
0

+1
7,

61
8,

00
0.

00
-1

1,
10

5,
15

0.
00

-2
,0

25
,9

02
.0

0

+8
59

4,
47

6,
00

0.
00

-2
01

,0
00

.0
0

+6
59

,0
00

.0
0

-5
1,

04
5,

17
5.

00
-6

2,
13

8.
50

+8
60

0,
95

0,
00

0.
00

-9
96

,0
00

.0
0

+1
7,

61
8,

00
0.

00
-1

1,
10

5,
15

0.
00

-2
,0

25
,9

02
.0

0

T
ot

al
 m

ar
ke

ta
b

le
 o

bl
ig

at
io

ns
...

...
...

...
...

...
...

...
...

...
...

...
...

..
+5

43
,8

26
,6

86
.5

0
+6

01
,4

40
,9

48
.0

0
+5

43
,8

28
,6

86
.5

0
+6

04
,4

40
,9

48
.0

0
N

on
-m

ar
ke

ta
bl

e 
ob

lig
at

io
ns

:
U

ni
te

d 
S

ta
te

s 
sa

vi
ng

s 
bo

nd
s..

...
...

...
...

...
...

...
...

...
...

...
...

...
...

...
.

T
re

as
u

ry
 b

on
ds

, 
In

ve
st

m
en

t 
se

ri
es

...
...

...
...

...
...

...
...

...
...

...
-9

8,
79

8,
24

1.
54

-3
,5

92
,0

00
.0

0
-8

,7
:9

,4
62

.6
1

-9
3,

25
3,

55
0.

90
-1

9,
20

0,
00

0.
00

+8
5,

82
8,

10
9.

37

-9
8,

79
8,

24
1.

54
-3

,5
92

,0
00

.0
0

-8
,7

19
,4

62
.6

1

-9
3,

25
3,

55
0.

90
-1

9,
20

0,
00

0.
00

+8
5,

82
8,

10
9.

37
To

ta
l 

no
n-

m
ar

ke
ta

bl
e 

ob
li

ga
ti

o
ns

...
...

...
...

...
...

...
...

...
...

...
To

ta
l 

pu
bl

ic
 I

ss
u

es
...

...
...

...
...

...
...

...
...

...
...

...
...

...
...

...
...

...
...

..
Sp

ec
ia

l 
is

su
es

...
...

...
...

...
...

...
...

...
...

...
...

...
...

...
...

...
...

...
...

...
..

...
...

...
...

...
..

C
it

he
r 

ob
li

ga
ti

on
s.

...
...

...
...

...
...

...
...

...
...

...
...

...
...

...
...

...
...

..
...

...
...

...
...

...
C

ha
n

ts
 I

n 
pr

o
as

 p
ub

li
c 

de
bi

...
...

...
...

...
...

...
...

...
...

...
...

...
...

.
G

ro
ss

 p
ub

li
c 

de
bt

 a
t 

be
gi

nn
in

g
 c

f 
m

on
th

 o
r 

y
ea

r.
...

...
...

...
...

...
...

G
ro

se
 p

ub
lic

 d
eb

t t
hi

s 
d

a
te

...
...

...
...

...
...

...
...

..
...

...
...

...
...

...
...

...
...

...
...

G
ua

ra
nt

ee
d 

ob
li

ga
ti

on
s 

no
t 

o
w

ed
 b

y 
T

re
as

u
ry

 
...

...
...

...
...

...
...

.
T

ot
al

 g
ro

ss
 p

u
bl

ic
 d

eb
t 

an
d 

gu
ar

an
te

ed
 o

bl
ig

at
io

ns
...

...
...

...
...

..
D

ed
uc

t 
de

bt
 n

o
t 

eu
b’

ec
t 

tc
 s

ta
tu

to
ry

 l
im

it
at

io
n.

...
...

...
...

...
...

...
...

..
T

ot
al

 d
eb

t 
su

bj
ec

t 
to

 li
m

it
at

io
n 

2  
...

...
...

...
...

...
...

...
...

...
...

...
...

...
...

...
..

-1
11

.1
09

,7
04

.1
5

-2
6.

62
5j

44
1.

53
-1

11
,1

09
,7

04
.1

5
-2

6,
62

5,
44

1.
53

+4
32

.7
16

,9
82

.3
5

-2
28

,3
23

,0
00

.0
0

-6
06

,7
)6

.0
0

+5
77

,8
15

,5
06

.4
7

+1
63

,5
47

,0
00

.0
0

-4
76

,5
00

.0
0

+4
32

,7
16

,9
82

.3
5 

' 
-2

28
,3

23
,0

00
.0

0 
-6

96
,7

16
.0

0

+5
77

,8
15

,5
06

.4
7 

+1
63

,5
47

,0
00

.0
0 

-4
76

,5
00

.0
0

+2
03

,7
87

,2
66

.3
3

29
8,

20
0,

82
2,

72
0.

87
+7

40
,8

86
,0

06
.4

7
23

8.
97

0,
93

8,
61

0.
05

+2
03

,7
87

,2
66

.3
5

29
8,

20
0.

82
2,

72
0.

87
+7

40
,8

86
,0

06
.4

7
28

8,
97

0,
93

8,
61

0.
05

29
8.

40
1,

60
9,

98
7.

22
43

9,
09

7,
02

5.
00

28
9,

71
1,

82
4,

81
6.

52
23

6,
74

1,
82

5.
00

29
8,

40
1,

60
9,

98
7.

22
43

9,
09

7,
02

5.
00

28
9,

71
1,

82
4,

61
6.

52
23

6,
74

1,
82

5.
00

29
8,

84
3,

70
7.

01
2.

22
43

2,
61

0,
17

8.
15

28
9,

94
3,

56
6,

44
1.

52
34

6,
79

0,
97

7.
83

29
8,

84
3,

70
7,

01
2.

22
 

43
2,

61
0,

 P
8

.1
5

28
9,

94
8,

56
6,

44
1.

52
 

34
6,

’7
90

,9
77

.8
3

29
8,

41
1,

09
8,

83
4.

07
28

9,
60

1,
77

5,
46

3.
69

29
8,

41
1,

09
6,

83
4.

07
28

9,
60

1,
77

5,
46

3.
69

EF
FE

C
T

 O
F 

O
P

ER
A

TI
O

N
S 

O
N

 P
U

B
LI

C
 D

EB
T

D
ep

os
its

 (
-)

 
...

...
...

...
...

...
...

...
...

...
...

...
...

...
...

...
...

...
...

...
...

...
...

...
...

...
...

...
...

..
W

ith
dr

aw
al

s 
(+

)..
...

...
...

...
...

...
...

...
...

...
...

...
...

...
...

...
...

...
...

...
...

...
...

...
...

...
...

.
In

ve
st

m
en

t 
of

 G
ov

er
nm

en
t 

ag
en

ci
es

 i
n 

pu
bl

ic
 d

eb
t 

se
cu

ri
ti

es
(n

et
), 

ex
cc

ie
 o

f 
in

ve
st

m
en

ts
 (

+)
 o

r 
re

de
m

pt
io

ns
 (

-)
...

...
...

..
Sa

le
s 

an
d 

re
de

m
pt

io
ns

 o
f 

ob
lig

at
io

ns
 o

f G
ov

er
nm

en
t a

ge
n

ci
es

 
In

 m
ar

k
et

 (
ne

t;
, 

ex
ce

ss
 o

f 
sa

le
s 

(-
) 

or
 r

ed
em

pt
io

ns
 (

+
).

..
A

cc
ru

al
 o

f 
di

sc
, 

an
 s

av
. 

bo
nd

s 
an

d 
T

re
as

u
ry

 b
il

ls
 (

+)
...

...
...

..
P

ub
lic

 d
eb

t 
re

d.
 

ln
cl

. 
as

 c
as

h 
w

ith
dr

aw
al

s 
(-

).
...

...
...

...
...

...
...

..

-1
3,

47
8,

07
2,

01
2.

10
*7

,4
45

.8
82

,8
51

.0
2

+1
3,

50
0.

00

-2
15

,5
50

,0
40

.1
4

+1
28

,0
90

,5
80

.9
1

-1
41

,5
14

,8
08

.1
3

-$
2,

63
4,

31
9,

86
7.

98
+6

,1
71

,2
68

,8
72

.6
2

+1
92

,9
43

,0
47

.4
3

+2
2,

03
4,

93
7.

50
+9

6,
80

2,
26

2.
23

-5
3,

20
9,

00
6.

76

-$
3,

47
8,

07
2,

01
2.

10
+7

,4
45

,8
82

,8
51

.0
2

+1
3,

50
0.

00

-2
15

,5
50

,0
40

.1
4

+1
28

,0
90

,5
80

.9
1

-1
41

,5
14

,8
08

.1
3

-5
2,

63
4,

31
9,

86
7.

98
♦6

,1
71

,2
68

,8
72

.6
2

+1
92

,9
43

,0
47

.4
3

+2
2,

03
4,

93
7.

50
+9

6,
80

2,
26

2.
23

-5
3,

20
9,

00
6.

76

T
ot

a
l..

...
...

...
...

...
...

...
...

...
...

...
...

...
...

...
...

...
...

...
...

...
...

...
...

...
...

...
...

...
.

In
cr

ea
se

 (
+)

 o
r 

de
cr

ea
se

 (
-)

 I
n 

ba
la

nc
e 

of
 t

he
 T

re
as

ur
er

 o
f 

th
e 

U
ni

te
d 

S
ta

te
s.

...
...

...
...

...
...

...
...

...
...

...
...

...
...

...
...

...
...

...
...

...
...

...
...

...

+3
,7

38
,8

50
,0

71
.5

6

-3
,5

35
,0

62
,8

05
.2

1

+3
,7

95
,5

20
,2

45
.0

4

-3
,0

54
,6

34
,2

38
.5

7

+3
,7

38
,8

50
,0

71
.5

6

-3
,5

35
,0

62
,8

05
.2

1

+3
,7

95
,5

20
,2

45
.0

4

-3
,0

64
,5

34
,2

38
.5

7

In
cr

ea
se

 (
♦)

 o
r 

de
cr

ea
se

 (
-)

 I
n 

p
ub

lic
 d

eb
t..

...
...

...
...

...
...

...
...

...
...

.
+2

03
,7

87
,2

66
.3

5
+7

40
,8

86
,0

06
.4

7
+2

03
,7

87
,2

66
.3

5
+7

40
,8

86
,0

06
.4

7



M
EM

O
R

A
N

D
U

M
 O

N
 IN

TE
R

-F
U

N
D

 T
R

A
N

SA
C

TI
O

N
S

N
on

-c
as

h
 I

t e
m

s 
O

m
itt

ed
 f

ro
m

 B
o t

h 
D

ep
os

i t
s  

an
d 

W
ith

dr
aw

al
s 

on
 

P
ag

e 
1:

 
In

te
re

st
 o

n
 In

ve
s t

m
en

ts
 I

n 
F

ed
er

al
 s

e c
u

r i
t i

e s
 h

e l
d

 b
y  

tr
u

st
fu

nd
s,

 
e t

c
...

...
...

...
...

...
...

....
...

...
...

...
...

...
....

...
...

...
...

...
...

....
...

...
...

...
...

...
....

...
..

T
ra

n
sf

e
rs

 b
e t

w
ee

n 
tr

u
st

 f
u

nd
s..

...
...

...
...

...
...

...
...

...
...

....
...

...
...

...
...

...
....

T
ra

n
sf

e
rs

 f
ro

m
 g

en
er

al
 f

un
d

 t
o  

tr
u

st
 f

u
nd

s 3
...

...
...

...
...

...
...

....
..

T
ra

n
sf

e r
s  

be
tw

ee
n 

ge
n

er
al

 f
u

n
d

s .
...

...
...

...
...

...
...

....
...

...
...

...
...

...
....

...
R

ei
m

b
u

rs
em

en
ts

 t
o  

ge
n

er
al

 f
un

d
 f

ro
m

 t
r u

st
 f

u
n

d
s .

...
...

...
...

..
T

ra
n

sf
e r

s  
to

 e
m

p
lo

ye
es

'  
re

ti
re

m
en

t 
fu

nd
s 

...
...

...
...

...
...

...
...

...
..

In
te

re
st

 p
a

id
 t

o 
T

re
as

u
ry

 b
y  

G
ov

er
nm

en
t 

a g
e n

c i
e

s .
...

...
...

...
P

ay
m

en
t 

of
 c

a
pi

ta
l  

fu
nd

s 
by

 G
ov

er
nm

en
t 

ag
en

ci
e s

 t
o

T
re

as
u

ry
 .

...
...

...
...

...
...

....
...

...
...

...
...

...
...

....
...

...
...

...
...

...
....

...
...

...
...

...
...

....
...

.
T

o t
a l

...
...

...
...

...
...

...
...

...
...

...
...

...
....

...
...

...
...

...
...

....
...

...
...

...
...

...
...

....
...

...

♦1
73

,5
11

.7
4

3,
4 3

6
.1

8
32

,7
53

,8
00

.0
0

4,
9 7

0
.3

8
10

2,
10

1,
61

6.
70

61
,7

57
,5

83
.9

5

12
26

,1
01

.0
7

6,
1 5

0,
00

0.
00

65
,7

42
,3

30
.5

1

"
”

20
6”

3i
6^

77
70

,3
03

,4
71

.1
7

60
,3

57
,5

50
.6

4

♦1
73

,5
11

.7
4

3,
4 3

6
.1

8
32

, 7
5

3,
80

0.
00

...
...

...
...

.4
,*

97
0*

38
10

2,
10

1,
61

6.
70

61
,7

57
,5

83
.9

5

82
26

,1
01

.0
7

6,
1 5

0
,0

00
.0

0
65

,7
42

,3
30

.5
1

’*
*”

20
6,

*3
10

.7
7 

70
,3

08
,4

71
.1

7  
60

,3
57

,5
50

.6
4

19
6,

79
4,

91
8.

95
20

2,
98

4,
76

4.
16

N
on

-c
as

h
 I

t e
m

s 
O

m
itt

ed
 f

ro
m

 
W

ith
dr

aw
al

s 
on

 P
ag

e 
1 

an
d

 A
d

de
d 

to
 P

u
b

li
c 

D
eb

t 
D

is
co

un
t 

ac
cr

u
ed

 o
n 

sa
v i

n
gs

 b
on

d
s.

.
D

is
co

un
t 

ac
cr

u
ed

 o
n 

T
re

as
u

ry
 b

i l
l s

...
...

...
...

...
...

...
....

...
...

...
...

...
...

... 
12

8 
09

0 
58

0 
91

T
o t

a l
...

...
...

...
...

...
...

...
...

...
...

...
...

....
...

...
...

...
...

...
...

....
...

...
...

...
...

...
....

...
...

P
u

b
li

c  
D

eb
t  

R
ed

em
pt

io
ns

 In
cl

u
de

d 
In

 W
ith

dr
aw

al
s o

n
 P

ag
e 

1:
D

is
co

un
t 

in
cl

ud
ed

 I
n 

sa
v i

n
gs

 b
on

d 
r e

d
em

p
ti

o
n

s .
...

...
...

...
...

...
.

D
is

co
u

n
t 

In
cl

u
de

d 
in

 T
re

as
u

ry
 b

il
l 

r e
d

em
p

t i
o

n
s .

. .
...

...
...

...
A

rm
ed

 F
o r

ce
s  

le
a v

e  
b

o
n

d
s .

...
...

...
...

...
...

....
...

...
...

...
...

...
....

...
...

...
...

...
..

In
te

r-
A

m
er

ic
an

 D
ev

el
op

m
en

t 
B

an
k 

n
ot

e s
 (

n
e t

) .
...

...
...

...
...

...
...

In
te

rn
at

io
na

l 
M

on
et

ar
y 

Fu
n

d 
no

t e
s  

(n
et

) .
...

...
...

...
...

...
...

....
...

...
...

..
In

te
rn

at
io

na
l 

D
ev

el
op

m
en

t 
A

ss
oc

ia
ti

on
 n

ot
e s

 (
n

et
)..

...
...

...
...

.
E

xc
e s

s  
p

ro
fi

ts
 t

a
x 

re
fu

nd
 b

on
d

s3
...

...
...

...
...

...
...

....
...

...
...

...
...

...
....

...
.

A
d

ju
st

ed
 s

e r
v i

c
e  

b
on

d
s .

...
...

...
...

...
...

....
...

...
...

...
...

...
....

...
...

...
...

...
...

...
....

T
o

t a
l ..

...
...

...
...

...
...

....
...

...
...

...
...

...
....

...
...

...
...

...
...

....
...

...
...

...
...

...
....

...
.

12
8,

09
0,

58
0.

91

30
,2

11
,1

06
.8

5
11

1,
22

6,
95

2.
22

63
,4

75
.0

0

72
4.

06
12

,5
50

.0
0

14
1,

51
4,

80
8.

13

96
,8

02
,2

62
.2

3
96

,8
02

,2
62

.2
3

29
,7

84
,8

09
.8

3
87

,3
18

,2
66

.8
5

94
,0

25
.0

0

-6
4,

0 0
0,

0 0
0.

0 0

5.
08

11
,9

00
.0

0

53
,2

09
,0

06
.7

6

19
6,

79
4,

91
8.

96

12
8,

09
0,

58
0.

91
12

8,
09

0,
58

0.
91

30
,2

11
,1

06
.8

5
11

1,
22

6,
95

2.
22

63
,4

75
.0

0

72
4.

06
12

,5
50

.0
0

14
1,

51
4,

80
8.

13

20
2,

98
4,

76
4.

16

96
,8

02
,2

62
.2

3
96

,0
02

,2
62

.2
3

29
,7

84
,8

09
.8

3  
87

,3
18

,2
66

.8
5  

94
,0

25
.0

0  

-6
4 

,*6
66

*6
66

*6
6

...
...

...
...

...
...

...
5^

08
11

,9
00

.0
0

53
,2

09
,0

06
.7

6
0

3
C

O

U
. 3

.  
SA

V
IN

G
S

 B
O

N
D

S 
-

 S
ER

IE
S 

E 
A

N
D

 H
S

a l
e

s—
ca

sh
 I

s s
u

e  
p

r i
c e

...
...

...
...

...
...

...
....

...
...

...
...

...
...

....
...

...
...

...
...

...
....

...
...

$2
48

,5
30

,0
21

.5
3

♦2
35

,5
71

,8
88

.5
5

♦2
48

,5
30

,0
21

.5
3

♦2
35

,5
71

,8
88

.5
5

T
o t

a l
...

...
...

...
...

...
...

...
...

...
...

...
...

...
....

...
...

...
...

...
...

....
...

...
...

...
...

...
....

...
...

R
ed

em
p

ti
on

s—
fo

r  
ca

sh
, 

at
 c

u
rr

en
t 

re
de

m
pt

io
n 

va
lu

e4
...

...
...

.
24

8,
53

0,
02

1.
53

23
5,

57
1,

88
8.

55
24

8,
53

0,
02

1.
53

23
5,

57
1,

88
5.

55

30
1,

42
2,

97
6.

44
27

4,
19

6,
84

2.
20

30
1,

42
2,

97
6.

44
27

4,
19

6,
84

2.
20

E
xc

ha
n

ge
s 

-  
S

er
ie

s  
H

 f
o

r 
S

er
ie

s  
E

,  
F 

an
d 

J 
. 

.
12

,9
47

,5
00

.0
0

12
,9

19
,5

00
.0

0
12

,9
47

,5
00

.0
0

12
,9

19
,5

00
.0

0
1  

In
cl

ud
e s

 e
x

ch
an

ge
s.

2  
St

at
ut

or
y 

de
bt

 l
im

it
, 

e s
t a

b
li

sh
ed

 a
t  

$2
85

 b
il

li
on

 b
y  

th
e 

A
ct

 a
p

pr
ov

ed
 

Ju
ne

 3
0 ,

 
19

5
9,

 h
a s

 b
e e

n
 t

em
p

or
ar

il
y  

in
cr

ea
se

d
 f

ro
m

 J
ul

y  
1,

 1
9

62
, 

to
 

M
ar

ch
 3

1 ,
 

19
63

, 
to

 $
3 0

8  
b

il
li

on
; 

fr
om

 A
p

ri
l 

1,
 1

96
3 ,

 t
o

 J
un

e 
24

, 
19

63
,

to
 $

3 0
5  

b
il

li
on

 a
nd

 f
ro

m
 J

u
ne

 2
5 ,

 
19

63
, 

to
 J

u
ne

 3
0 ,

 
19

63
, 

to
 $

3 0
0  

b
il

li
on

.
3  

D
oe

s 
no

t 
in

cl
ud

e 
ap

pr
o

pr
i a

t i
o n

s 
of

 r
ec

e i
p

ts
 t

o  
F

ed
er

al
 o

ld
-a

ge
 a

nd
 

su
rv

iv
or

s 
in

su
ra

n
ce

 t
r u

st
 f

u
nd

, 
F

ed
er

al
 d

is
ab

il
it

y  
in

su
ra

n
ce

 t
r u

st
 f

u
nd

, 
H

ig
hw

ay
 t

r u
st

 f
u

nd
, 

R
ai

lr
oa

d 
re

ti
re

m
en

t 
ac

c o
un

t,
 a

nd
 U

ne
m

pl
oy

m
en

t 
tr

u
st

 f
u

nd
.

4
 

M
in

u
s 

fi
gu

re
s  

re
p

re
se

n
t 

ne
t 

is
su

e s
 o

f  
pu

bl
ic

 d
eb

t  
ob

li
ga

ti
on

s.
 R

e­
de

m
pt

io
ns

 o
f  

A
"-

m
ed

 F
or

ce
s  

le
av

e  
b

on
d

s,
 e

t c
. , 

an
d 

di
sc

ou
ut

 e
a

rn
ed

 ^
n 

sa
v i

n
gs

 b
on

d
s 

an
d

 T
re

as
u

ry
 b

il
ls

 a
re

 i
n

cl
ud

ed
 i

n 
ca

sh
 w

it
hd

ra
w

al
s 

w
h

er
 

th
e 

se
cu

r i
t i

e s
 a

re
 r

ed
ee

m
ed

.
5  

R
ep

or
te

d 
a s

 r
e f

u
nd

s 
of

 r
e c

e i
p

ts
.

6  
In

cl
ud

es
 m

in
or

 a
m

ou
nt

s 
of

 S
er

ie
s  

A
 t

h
ro

ug
h 

D
, 

th
e 

la
st

 b
o n

d
s 

of
 

w
hi

ch
 m

at
ur

ed
 i

n 
A

p
ri

l 
19

51
.

«
fo

r
 s

a
*e

 b
y  

th
e 

Su
pe

ri
nt

en
de

nt
 o

f  
D

oc
u

m
en

ts
, 

U
. 

S
. 

G
ov

er
nm

en
t 

P
ri

nt
in

g 
O

ff
ic

e ,
 W

as
hi

ng
to

n 
25

, 
D

. 
C

.  
u

b
sc

n
p

ti
on

 p
ri

c e
 $

6 .
0

0  
p

er
 y

ea
r 

(d
om

es
ti

c )
,  

$ 1
1 .

0
0  

p
er

 y
ea

r 
ad

di
tio

na
l 

(f
or

ei
gn

 m
ai

l i
n

g)
,  

in
cl

ud
es

 a
ll

 i
s s

u
e s

 o
f  

da
il

y  
T

re
as

u
ry

 s
ta

te
m

en
ts

 a
nd

 
th

e 
M

on
th

ly
 S

t a
t e

m
en

t 
of

 R
ec

e i
p

ts
 a

nd
 E

xp
en

di
tu

re
s 

of
 t

h
e 

U
. 

S
. 

G
ov

er
nm

en
t.

 N
o  

s i
n

g l
e  

co
p

ie
s  

ar
e  

so
ld

.
G

PO
 9

 0
6

7
0



170

Brazil

ACCUMULATED ASSISTANCE, 194  7- 6  1

Mr. Passman. Now, give us the amount o f the accumulated aid 
for Brazil since the inception of the program through fiscal year I960.

Mr. Sternfeld. Through fiscal year 1961 ?
Mr. Passman. Through fiscal year 1960, sir.
Mr. Sternfeld. Tha t would be—for mutual security-----
Mr. Passman. We shall accept it through 1961. It  appears that  

you have that total.
Mr. Sternfeld. Through fiscal year 1961 for the mutual security 

program, economic—$53.5 million.
Mr. P assman. Tha t is the mutual security economic spigot. The 

country could likewise draw from the various other facets through 
which foreign aid is available?

Mr. Sternfeld. Tha t is right.
Mr. P assman. You do not have this information ?
Mr. Sternfeld. I have some of these.
Mr. P assman. 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. Passman. Tha t does not include all the other spigots available 

for aid for Brazil, and neither does it include mil itary assistance?
Mr. Sternfeld. Tha t is right.
Mr. P assman. If  you will, get the total and p ut it in the record.
(The requested information follows:)

Foreign assistance to Brasil from 19^1 through 1961
Amou nt

U.S. so urc es: ( in

Mutual secur ity economic program ---------------------------------------- $53. 5
Public Law 480-----------------------------------------------------------------  258. 3
Exim bank________________________________________________  1,178. 4
Othe r U.S. economic aid ------------------------------------------------------  45. 5

Total , U.S. economic aid -------------------------------------------------- 1 1, 535. 7
U.S. m ilit ary  aid_____________________________________________  175. 5

Total,  U.S. economic and mil itary aid______________________ 1,711.2

Intern ational sources :
IBR D___________________________________________________  267.1
IDB _____________________________________________________ 15. 5

Tota l, internatio nal  sources_______________________________ 282. 6

Total , foreign assistance to Braz il through fiscal yea r 1961___  1, 993. 8
1 $95,200,000 in gra nts  and $1,440,500,000 in loans .

FISCAL YEAR 1962  PROGRAM

Mr. P assman. In this same category, what amount did you request 
for fiscal 1962 ?

Mr. Sternfeld. I can give you the preliminary  obligations-----
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Mr. Passman. Give us the original program for fiscal year 1962.
Mr. Sternfeld. The original program for gra nts for  fiscal year 1962 

as shown in the blue pages of the book was $20,130,000 fo r gran ts.
Mr. Passman. Plus  what ?
Mr. Sternfeld. Plus  development loans-----
Mr. Passman. Development credits ?
Mr. Sternfeld. That is 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. I s this in accordance with the regional program 

which las t year was justified to the committee, in t ha t b lanket overall 
approval ?

Mr. Moscoso. I wouldn’t know.
Air. Passman. You were not here last year  ?
Mr. Moscoso. No, sir.
Mr. Passman. Would you know, sir ?
Mr. Sternfeld. I wasn’t here last  year eithe r but I  suspect what was 

justified last year was for the continuing projects and not for a to tal 
country program.

Mr. Passman. Wh at amount are you asking for fiscal 1963 ?

FISCAL YEAR 19 03  REQUEST

Mr. Moscoso. For Brazil we are ask ing ------- .
Mr. Passman. That is the one spigot only ?
Air. AIoscoso. That is right.
Air. Passman. They also draw aid out of all the other  foreign aid 

programs with which we are familiar  ?
Air. AIoscoso. That is correct, sir.

UNLIQUIDATED OBLIGATIONS

Air. Passman. Wh at is the amount of unliquidated credits to Brazil, 
out of prio r-year  appropriations, on hand unexpended ?

Air. T ennant. As of Alay 1, 1962, our estimate was $41,210,000 fo r 
all economic assistance.

Mr. P assman. In  the field in which we are  discussing, the one cate­
gory ?

Air. Tennant. That is correct.
Air. P assman. Will you supplement this  with all unliquidated 

credits  out of all other appropriation s ?
Air. Tennant. We will file it together.
Air. Passman. Please do so.
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(The requested information fol lows:)
Unliquidated obligations of  economic assistance to Brazil, by agency, as of 

Jun e SO, 1962
[I n  th ousa nds of  do ll ar s]

Agency:
United States : Amoun t

Agency for  Intern ational Development___________________  10, 561
Exp ort- Imp ort Ran k____________________________________  68, 833
Food for Peace________________________________________  65, 703
Inter -American Development  Bank________________________ 1 47, 010

Sub total_____________________________________________ 192,107

International organiz ations:
International Bank  for  Reco nstru ction  and Development____  2 28,164
Inter-Am erican Development  Bank_______________________ 3 39, 246

Sub total_____________________________________________  67, 410

To tal________________________________________________  259,517
1 I ncl udes  on ly  th e so cial pr og ress  tr u s t fu nd .
2 U nd isbu rs ed  ba la nc e of  eff ec tive loan s.
3 Inc lu de s o rd in ary  ca p it al  an d fu nd fo r sp ec ia l op er at io ns.

Mr. P assman. 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.

A U THORIT Y TO TRANSF ER  FU NDS

Mr. P assman. I think we agreed th at all these are i llustrative  pro­
grams, tha t you could or could not st art  them, or transfer them to some 
other country. They are wide open, and you have the auth ority  which 
I have indicated?

Mr. Moscoso. Tha t is right. What, we have here is the best ju dg­
ment as of now.

Mr. P assman. But you do have tha t right , to spend it completely 
for another project in another country, if you should decide th at was 
in the best interest of the program?

Mr. Moscoso. I don’t think-----
Mr. Passman. But you have the righ t to do it?
Mr. Moscoso. Tha t is right .
Mr. Passman. Do you also have the rig ht to discontinue any project 

now underway, if you should decide there was something you liked 
better, or something you thought would serve a more advantageous 
purpose for the country?

Mr. Moscoso. Fo r the program; tha t is right .
Mr. P assman. None of it 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 respect, si r; yes, sir.
Mr. P assman. Would it also apply to the Bri tish  colonies and oth ­

er colonies of other countries in your area, should we ask the same 
type of  qnest ions ?

Mr. Moscoso. With  regard to  the  possibil ity of changing the  p roj ­
ect or suspending it in case we find t ha t the priori ty-----
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Mr. Passman. Or canceling it  altogether ?
Mr. Moscoso. Or canceling it in case we find it should not go on. 
Air. Passman. 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 oppor tunity to project the completion cost for 
all the projects th at you have in Brazi l ?

Mr. Tennant. I think we have the item by projects but I do not 
think we have a total.

Mr. Passman. Let us consider one project.

EDUCATION PROGRAM

In the education sector you propose to obliga te for Brazil $7,082,000 
in fiscal year 1963. Projecting this, now, to completion date, or d is­
continuing  date, what would you estimate the cost to be?

Mr. Sternfeld. We can add this up.
Mr. Moscoso. We can add this up in 1 second.
Air. Passman. Wi ll one of you do that?
Air. Sternfeld. The cumulative costs from the beginning of these

projects to completion is -------- since the education projects began
in Brazil.

Air. P assman. Under the present legislation  and the present money 
requests, you could sta rt new projects  that would be substantially 
higher  if you should decide it is to the advantage of the program 
to do so ?

Air. Aloscoso. AVithin the limits of the funds appropriated.
Air. P assman. We are dealing stric tly 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 star t ?
Air. Aloscoso. All the way from the beginning to the end.
Air. P assman. You are dealing with projects now planned?
Air. Moscoso . T hat  i s ri gh t.

FUTURE  EDUCATION PROJECTS

Air. Passman. Th at does not mean that you would not start any 
projects out of a new appropr iatio n tha t may call for additional
money? It  does not mean you are going to expend th is --------, and
then pull your educational system completely out of Brazil, does it? 
AVe are try ing  to determine whether this sum completes all of the 
planned education for  Brazi l.

Mr. Moscoso. That is rig ht ; assistance for  education in Brazil.
Mr. Passman. Now and in the future?
Air. Sternfeld. For th e projects which we currently  have either in 

being o r planned for fiscal year 1963 since the initia tion of all these 
education projects to the poin t of completion, we have made an esti­
mate that the cost would be --------.

Air. P assman. If  you get tha t much money this  year, in subsequent 
years will you want money fo r the educational program in Brazil?
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Mr. Sternfeld. We are only asking for the educational sector in 
Brazil, $7,082,000 in the way o f grants.

Mr. Passman. 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. P assman. Do you also have development credits for this pu r­
pose, or is this the total ?

POSSIBLE EXTENSION OF EDUCATION PROGRAM

Mr. Sternfeld. This is the development grants. We have made 
no development credits to Brazil for education as such.

Mr. Passman. I am being repetitious, but I am not gett ing the 
informat ion 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, tha t this may 
not complete it. For instance, there might be-----

Mr. P assman. 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 tha t would fur ther the pro­

gram—
Mr. Passman. If  it met our criter ia, tha t would be a statement of 

fact : is tha t r igh t ?
Mr. Moscoso. Yes, sir.
Mr. T ennant. Mr. Chairman, in case it  is not clear, of th e --------,

a substant ial portion has been obligated and spent out of prior-year 
money.

Mr. Passman. I know, but this  is the total from star t to finish of 
the projects presently-----

Mr. Sternfeld. Or in the past.
Mr. Passman. Pas t and present.

continued program despite inadequate performance

Are you progr aming------------- 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 
lie considered as a separate entity  within the total performance of 
the Government of Brazil.

The SUD ENE  Corp., which is a special corporation-----
Mr. Passman. My question is, Why did you s ugges t------------- for

Brazil when your justifications state there has been inadequate per­
formance to date on this program ?

Mr. Moscoso. With  respect to this organizat ion and this program 
there has been performance, in this sense: The Government of Brazil 
created this public corporation, funded it adequately—approp riated  
$100 million. They have provided the necessary technicians. We
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have been working very closely with this public corporation in the 
prepa ration  of a program for the almost devastated area of nor th­
eastern Brazil which is, as you know, probably the poorest part of 
all of La tin 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 the ir balance-of-payments difficulty-----

Mr. Passman. We do expect these people to perform effectively, 
do we not, when we are going to give them our money ?

Mr. Moscoso. When 1 first came into the picture, sir, this commit­
ment had already been made; and I realized there was need for a 
performance on the pa rt of the Government of Brazil.

Mr. Passman. Thank you, Mr. Ambassador. We are going to back 
off and take  another start , and see if we cannot get t hro ugh:

We are at $114,100,000 in the program for Brazil for 1962; is 
tha t correct ?

Mr. Tennant. That is the planned program. The program tha t 
finally came to frui tion  was substantially less than  that —$85 million.

Mr. P assman. But you are asking fo r -------- for fiscal year 1963?
Mr. Moscoso. Tha t is right.
Mr. P assman. You are asking fo r------------- over the amount tha t

you had programed in 1962 ?
Mr. Moscoso. That is right.
Mr. Passman. You are asking for tha t notwithstanding the fact 

tha t in your own justifications you said there has been inadequate 
performance.

Mr. Moscoso. Mr. Chairman, in the pa rt of the program which is 
going to get the bulk of the funds, there has been performance on the 
pa rt of Brazil, you see. In  the  case of nor theas tern-----

FU N D S W IT H H E L D  FR OM  BA LA N C E-O F-P A Y M EN TS AS SI ST ANCE

Mr. Passman. What pa rt 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 withhold ing the funds and there is $25.5 million tha t I have refused to-----
Mr. P assman. It  matters not.
Mr. Moscoso. For another type project, Mr. Chairman, and for something which-----
Mr. P assman. Wi th regard to the balance-of-payments transaction,  they did not carry that out according to our wishes?
Mr. Moscoso. That is righ t, but this other  thin g has been grow­ing•—
Mr. P assman. You held it up ?
Mr. Moscoso. I held 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.

87 94 8— 62— pt.  3------12
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Mr. Passman. Is the same government administer ing 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 had in operating  
with this SU DEN E, 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. Passman. Is the balance-of-payments matt er 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. P assman. It  is still 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 unti l-----
Mr. Moscoso. Unt il they perform.
Mr. Passman. Wha t do you mean by “perform” ?
Mr. Moscoso. I can tell you what i t is, sir.
(Discussion off the record.)
Mr. Moscoso. All of these th ings  are spelled out tha t they have to 

do and since they haven’t done them we-----
Mr. Passman. They could bring their budget in balance with a 

cash transaction  out of AI D funds, could they not, if  you approved it ?
Mr. Moscoso. We are not going to do that, sir.
Mr. P assman. You have done it in some of the other  countries in 

Latin America ?
Mr. Moscoso. In the case of Brazi l we have not done this. We have 

suspended any payments on this loan until such time as they perform.
Mr. P assman. But you are talking about only $25.5 million.
Mr. Moscoso. $25.5 mill ion; yes, sir.
(Discussion off the record.)
Mr. Moscoso. This was before my time, I had nothing to do with it, 

I was faced with this reality and I  said, Mr. Chairman, tha t we have 
to get these people to perform and since they didn ’t we ju st didn ’t 
give them the money.

Mr. P assman. You are now dealing with only one project out of 
maybe hundreds of projects for this country.

Mr. Moscoso. Tha t is a substantial amount, of course.
Mr. Passman. Certainly  $25.5 million is a substan tial amount, even 

out of $114 million.

TOTAL PROJECTS IN  LATIN AMERICA

Yesterday we were discussing a number of projects in your area. 
I do not  think we ever completely added them up.

Mr. Moscoso. We said there were about 500.
Mr. P assman. But th at was only in one field.
Did you ever get all of the figures together for us ?
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Mr. Sternfeld. About 500 on the development grants  and 55 from 
our development loans, which you call credits, and we are still pre­
parin g the paper.

DRAW ON COM MITMENT FOR BALA NCE-OF-PAY MEN TS PAYM ENT

Mr. Passman. I can see how this Development Loan Fund , which 
extends development credits, could run ou t of money. Are you ca rry­
ing this $25.5 million as an obligation ?

Mr. Moscoso. No, this is a commitment.
Mr. Tennant. In  the figure we have provided you for obligations 

which include loan approvals, we are not carry ing the $25 million.
Mr. P assman. Do you respect th at as a commitment as of this  time ?
Mr. T ennant. My understand ing of this is tha t in the p rior  fiscal 

year, 1962, a commitment was made to provide Brazil $100 million, 
1 believe.

Mr. Moscoso. $100 million, tha t is right.
Mr. T ennant. That availab ility of funds was made before sec­

tion 202(b) . Now tha t $100 million was not carried in the official 
figures we have given you. We have only included the $75 million 
in t he figures we have given you.

Mr. Passman. Is the other $25 million an obligated fund or is it 
unobligated ?

Mr. Tennant. It  is not obligated.
Mr. Passman. Wh at is its status ?
Mr. Sternfeld. The status  of the $25 million, under the terms 

of the commitment tha t 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 
tha t down?

Mr. Sternfeld. That is correct, sir. So that  the remaining part  
of the commitment which sti ll continues to be subject to availabili ty of 
funds is in  tha t status. If  they meet the terms and conditions that  
we have established and Congress has approp riated the funds, then we 
would meet that  commitment.

Mr. Passman. We approp riate d $100 million. You have expended 
$75 million of it. You have $25 million present ly in dispute because 
you are not satisfied with their plan. Where do we find this $25 
million listed as unobligated ?

Mr. Tennant. Basically the $25 million does noi, t urn  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 
Brazil ians did not come through with th eir  commitments, these funds 
were not earmarked for Brazil.

POSITION W ITH HELD BALANCE IN  19 6 3  REQUEST

Mr. Passman. Where can we put our finger on this $25 million float­
ing around ? It  is not in your obligated funds. It  is not in your unob­
ligated funds.

Mr. Sternfeld. It  is in our 1963 request.
Mr. Passman. Then it is a part  of the --------.
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Mr. S ternfeld. It  is a part  of our illustrative program o f-------- .
Mr. P assman. Poes this means that, for all practical  purposes, you 

have turned the $25 million back to the trea sury ?
Mr. Tennant. That is not correct, sir.
Mr. P assman. Well, I do not know what happened to it, and I do 

not believe that  you do, either.

obligation of with held balance elsewhere

Mr. Moscoso. It came from the worldwide funds, sir.
Mr. Passman. Is it specifically for Brazil?
Mr. T ennant. It  was not appropriated  specifically for Brazi l and 

it has been used elsewhere in the worldwide program.
Mr. Passman. Why did you not so inform us? You have spent 

the $25 million elsewhere ?
Mr. Tennant. We have obligated it elsewhere, sir.
Mr. Passman. Under what autho rity ?
Mr. Tennant. Under the authority  of section 202(a) of the act.
Mr. Passman. I quo te:
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 refer ring  ?
Mr. Moscoso. Tha t is right.
Mr. Passman. How did you put it under the worldwide fund, if 

it was supposed to be appro pria ted to Brazil ?
Mr. Sternfeld. There was no specific amount appropriated  to 

Brazil.
Mr. P assman. You asked for $100 million. I remember very well 

now. I quote aga in:
This loan is a result of financial agreements between the United States and 

Brazil concluded in May 1961.
This is the same item ?
Mr. Moscoso. That  is right.
Mr. P assman. 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  unders tand, was way before 
my time.

It  came under the DLF.
Mr. Passman. You got it with the understand ing tha t you had a 

contract with Brazi l for $100 million. You closed the contract fo r $75 
million, took the $25 million and spent  it elsewhere.

Mr. Miller. 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, I understand, give the committee some estimate and act 
as a bank does. Afte r all, a bank cannot, on Ja nuary  1, foretell ex­
actly what  all of the loans a re i t will make du ring  the fiscal year then 
beginning and in a simila r fashion, as we s tated to the committee, the 
DLF operated  tha t way.
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JU ST IF IC A T IO N  FOR B A LA N C E-O F-P A Y M EN TS LO AN

Mr. P assman. You justi fied it for one project and spent it for an­
other? Would tha t be a f air  statement?

Mr. Miller. I do not believe so, Mr. Chairman.
Mr. P assman. Let us see how you justified this $100 million.
I quote from page 132:
This  loan is the  res ult  of the financial agree ments between  the  United Sta tes 

and Brazil, concluded in May 1961. The tot al amount accredited is expec ted to 
he $100 millio n but  to date specific loan agreements have been nego tiated and 
author ized  for  only $65 million of thi s tota l.

Mr. Sternfeld. Since the time th is was printed , si r, i t has gone up 
to $74.5 million.

Mr. Passman. You changed it again.
I quote fu rthe r:
The purpose of the  loan is to assis t the Bra zilian Government in solving 

economic and social  problems. It  is directed  to specific projects  w hich contribute 
to the  goal of sta bil iza tion and a balan ced budget.

Let us go to the  hearings  and see if you d id not justi fy it specifically 
for Brazil . I quote from page 884, “Advance commitments to Brazil” :

Mr. Coffin. Well, we have  made thi s commitment of $100 million  to Braz il. 
This  is the only commitmen t tha t I  know about.

Mr. P assman. You have made the comm itment in  advance of the author iza tion 
of the appropria tion .

Mr. Coffin . Subject to the  ava ilabil ity  of fun ds and  we fel t thi s wras very 
important.

The Congress provided  the funds, but instead of expending the 
$100 million fo r B razil, 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. T ennant. We d id spend it elsewhere but I do not think  it fair  
to say we justified the DLF  on the specifics-----

Mr. P assman. I read specifically from the testimony of Mr. Coffin.
Mr. Tennant. All I  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 tha t generally Mr. 
Coffin testified tha t there were several illust rative commitments that  
were pending at the time, not only in Brazil, but in several other 
countries.

Mr. Passman. 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 1961 ?

Mr. Sternfeld. The mutual security program through fiscal year 
1961-----

Mr. Moscoso. $33.3million.
Mr. Passman. What sum did you program for fiscal year 1962 ?
Mr. Tennant. $42.7 million as appears in the presentation book.
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Mr. Passman. Was it $4*2.7 or $42,748 ?
Mr. Sternfeld. $42.7.
Mr. Passman. I cannot drop off $48,000. When you ge t through 

with a program as extensive as this,  you would have a billion dollars  
extra money with such omissions. Is it $42,748,000 ?

Mr. Sternfeld. That is right,  sir.
Mr. Passman. What  is your program for fiscal year 1963 ?
Mr. Moscoso. The program for fiscal year 1963 is-------- .
Mr. Passman. That is only mutual security ?
Mr. Moscoso. Yes, sir.
Mr. P assman. 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.

Bolivia

Mr. P assman. What was the amount of your program for Bolivia 
through fiscal year 1961 ?

Mr. Moscoso. $157,200,000.
Mr. Passman. What was your 1962 program ?
Mr. Moscoso. $20,830,000.
Mr. P assman. What is the amount of your p rogram for fiscal year 

1963?
Mr. Moscoso. For  fiscal year 1963,--------.
Mr. Sternfeld. That includes development loans.
Mr. Moscoso. That  includes the loans.
Mr. Passman. Development credits. It  does not include loans from 

the Export-Import Bank, does it ?
Mr. Moscoso. No, sir.
Mr. Passman. We are dealing with mutual security programs all 

the way through, are we not?
Mr. Tennant. T h e -------- for the grant  program a n d -------- for

supporting assistance a re --------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. P assman. We are pick ing up now this one part  of it, but you do 

have all the other various parts.
Mr. Moscoso. I  found an exception to the case, Mr. Chairman.

EL IGIBILITY OF BR ITISH POSS ESSIONS FOR U.8 . AID

Neither Jamaica  nor Trin idad  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 do not know. They will get it.
Mr. Passman. Are they eligible for loans through the DLF?
Mr. Moscoso. Yes, sir.
Mr. P assman. They are Bri tish possessions?
Mr. Moscoso. Yes, sir.
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Mr. P assman . A t an ea rli er  da te,  Mr. Am bas sad or,  othe r peop le 
before the  com mit tee said th at  the  Bri tis h possessions were elig ible  
fo r eve ry loan , gr an t, and con sidera tion. Wou ld you  like to check 
th at  m at ter?

Mr. Moscoso. No, si r. I  th ink tha t is corre ct.
Mr. P assman. I wou ld like f or  you to  check th e re cord.
It  would  hav e to be one way or ano the r. They are  elig ible or  they  

are  not.
Mr.  T en na nt . I  did  not cat ch  the program , M r. Ch air ma n.
Mr. P  assman. I  am speaking  of the to ta l aid  prog ram . You say 

they are , or  are  no t eligib le th ro ug h In ter-A mer ican  Development 
Ba nk?

A Tr. Moscoso. You m ent ioned the v arious sp igots. One  spigo t ava il­
able  was the  In ter-A mer ican  Developm ent  Bank.  In  go ing  back to 
the  office a nd  check ing  on th is I foun d th at  these two cou ntr ies  could 
not go to  the Int er -A mer ican  Developm ent  Bank.

Mr. P assman . Th e two  coun tries are  Bri tis h possessions?
Mr. Moscoso. Yes, sir.  One  of  the m is ge tti ng  th ei r independence 

ins ide  of  a couple of  weeks.

UNLIQUIDATED BALANCES

Mr.  P assman. W ha t are  the  un liq uida ted fund s to the cre dit  of  
Bolivia ?

Mr.  T en na nt . $22,708,000.
Mr. P assman. You hav e ac tua lly  more fund s un liq uid ate d to the 

cre dit  of Bo liv ia th an  the  t otal  fiscal 1962 program  c alle d fo r;  is th at  
cor rec t ?

Mr. Ten na nt . Th e ac tua l 1962 prog ram was sli gh tly  less.
Mr.  P assman. I s the  un liq uida ted balanc e fo r Boliv ia gr ea ter than  

yo ur  ob ligations fo r fiscal ye ar  1962’?
Mr. Ten na nt . Th e ob lig ati on s fo r 1962 are  $27,479,617, and  the  

un liq uida ted balance  is $22,708,000.
Mr. P assman. That  is no t in  accordance with  your  jus tificat ions.
Mr. T ennant . Th e pr og ram  in the jus tifi cat ion  was sli gh tly  d if ­

fe re nt  from t he  ac tua l one.
Chi le

Mr. P assman . Give  us th e to ta l am ount of aid  to  Chi le from  the  
inc eption o f the pr og ram th ro ug h fiscal 1962.

Mr . Moscoso. $76,200,000.
Mr. P assman. W hat  was the am ount of  the  p ro gram  fo r fiscal year  

1962?
Mr. T enna nt . Th e es tim ate d prog ram is in the  jus tificat ions, 

$3,253,000.
Mr. P assman . You say  $3 milli on ?
Mr. T en na nt . $3,253,000 fo r g rant s.
Mr . P assman. Our  book shows $103 million, whic h includes the $100 

mi llio n specia l f u n d ; is that  cor rec t ?
Mr. Moscoso. Th is  inc lud es t he  special leg isl ati on  app ropr ia tio n.
Mr.  P assman . Di d we fu rn ish a ny  money th ere ?
Mr. S ternfeld. A hu nd red m illi on  do lla rs.
Mr . P assman . Was i t cash ?
Mr . Sternfeld. Yes, si r.
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Mr. Passman. If  it is really $103 million, you can buy as much 
money with tha t $100 million as you could if you had obtained it out of 
any other spigot, could you not ?

Mr. Moscoso. May I  say, Mr. Chairman, the $100 million loan was 
tied to U.S. procurement.

Mr. Passman. We had been told that  80 percent of all this was tied 
to U.S. procurement.

I always argued i t 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
tually. do they not ?

What, amount is unliquidated to their  credit.
Mr. Tennant. $79,863,000.

FIS CAL YEA R 1 9 0 3  PROGRAM

Mr. P assman. Do you have any program at all for Chile for fiscal 
year 1963, with this large unliquidated balance on hand? If  so, what 
is the amount of it ?

Mr. Sternfeld. Programed for Chile in fiscal year 1963 i s ------- -
for grants .

Mr. Passman. Give us the total.
Mr. Moscoso. --------.
Mr. P assman. You are also going to add to that the other avail­

able spigots.
Mr. Sternfeld. Yes, sir.
Mr. Passman. When you mentioned unliquidated funds, did tha t 

include the carryover from the special $100 million?
Mr. Tennant. Yes, sir. It  included the carryover from the $100 

million.
Colombia

Mr. P assman. For Colombia, cumulative through fiscal year 1961?
Mr. Moscoso. $40,500,000.
Mr. P assman. And what sum did you have for fiscal 1962?
Mr. Sternfeld. For 1962, $38,077,000.
Mr. Passman. What is your estimate for  1963 ?
Mr. Moscoso. --------.
Mr. P assman. What is the unliquidated amount ?
Mr. T ennant. For Colombia, $50,755,000.
Mr. Passman. Tha t sum is to thei r credit, unliquidated?
Mr. Tennant. Tha t is correct, sir.
Mr. Passman. We are confronted with a rather serious balance- 

of-payments deficit in this country, a re we not ?
Mr. Moscoso. Yes, sir.
Mr. Passman. I s it true that you obligated $30 million out of the 

Pres iden t’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 sta rt of the program, Mr. Chairman, $20,800,000.
Mr. Passman. What amount did you program for Costa Rica for fiscal 1962 ?
Mr. Moscoso. $2,205,000.
Mr. Passman. And what is the estimate for fiscal year 1963?
Mr. Moscoso. The estimate for fiscal year 1963 i s --------.
Mr. Passman. Wh at is the unliquidated balance ?
Mr. Tennant. $8,923,000 as of June 30,1962.
Mr. P assman. I t would ap pear  th at you have more money to their 

credit unliqu idated  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 i s --------, but you have $8,923,000
unliquidated to thei r credit.

Mr. Moscoso. This  is, Mr. Chairman, because of loans amounting  
to $8,900,000, of which only $1,800,000 has been disbursed up to now.

Mr. Passman. The figure for 1962 you gave us is not correct is it?
Mr. Tennant. The 1961 figure was where t ha t loan was made.
Mr. P assman. 1961 is $1,390,000; 1962 is $2,205,000.
Mr. Tennant. The 1961 figures d id not include development loans.
Mr. Sternfeld. I  am sorry. Costa Rica, $20.8 million through

1961, included $8.6 million of development loans which were made in fiscal year 1961.
Tha t is th e basic reason for your high unl iquidated obligation.
Mr. Tennant. Mr. Chairm an, I thin k you took the 1961 figures 

off the development grant only.
Mr. Passman. That is righ t.
Mr. T ennant. And did not include the development loans.
Mr. Sternfeld. We have the loan in the unliquidated.

Dominican Republic

Mr. Passman. What is the Dominican Republic figure ?
Mr. Moscoso. $2.1 million, tota l program up through 1961. In

1962, $26 million.
Mr. Passman. The estimate for  1963 ?
Mr. Moscoso. -------- .
Mr. Passman. H ow much gra nt aid did the United States extend 

to the Dominican Republic prior to the assassination of General Truj illo?
Mr. Moscoso. He was assassinated in 1961, so it  is $2 million.
Tins is mainly technical assistance.

CONTING ENCY FU ND  ALLOCATION

Mr. Passman. For what purpose  was the $25 million allocation 
from the contingency fund made ?

Mr. Moscoso. As you will recall, Mr. Chairman, af ter the assassina­
tion of Trujillo, grea t 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 parti cular, t hat  it was pos­
sible to finally get these people to relinquish their  hold on these poor 
people in Santo Domingo. That  dictato rship,  Mr. Chairman, lasted 
32 years.

Throughout the dictatorship this man ran  that island like his private  
farm. The treasu ry was completely filched by the time the family 
got out of the place. A few million pesos were fortuna tely 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 tha t money tha t tha t country started to operate. 
President Kennedy, the administra tion, and everyone in the free world 
rejoices at the fact tha t this dictatorship has ended. We thought it 
very justifiable tha t we come to the assistance of this small country.

Mr. Passman. 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.  Irrigat ion  ditches 
which had been allowed to go to  weeds dur ing 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. P assman. Would tha t be an emergency or contingency, an 
educational project?

Mr. Moscoso. In the case of Santo Domingo i t was an emergency, 
sir.

Mr. P assman. 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. P assman. You ut ilized this  money. Name two or three more. 

We are into the field of education a lready now out of the contingency 
funds ?

Mr. Moscoso. School construction.
Mr. Passman. Tha t was an emergency.

CONTINGENCY FUND FOR BALANCE OF PAYME NTS

Mr. Moscoso. We found a country, too, with a tremendous amount 
of debt owing, no credit whatsoever. About $11 million of the funds 
went for balance-of-payments support.

Mr. Sternfeld. They had debts and did not have the credit.
Mr. Moscoso. They did not have credit to pay them.
Mr. Passman. H ow would th is dovetail with the informat ion you 

have given us tha t the a lleviation of critical economic situation thre at­
ening political stabil ity—would a school program, irriga tion,  school 
construction, filling up ditches, tie in directly with tha t situation?

Mr. Moscoso. Quite a number of these require employment of 
people.
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Mr. Passman. That  ties directly in ?
Mr. Moscoso. Yes, sir.
Mr. Passman. That contingency fund is loose at both ends and cut in the middle.
A ou are likely to start anyth ing 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.

FIS CA L YEAR 1963  EST IMA TED  PROGRAM

Mr. P assman. Have you firmed up any projects to utilize the--------
estimates for fiscal year  1963 for the Dominican Republic?

Air. Moscoso. As we say here, Mr. Chairman-----
Mr. P assman. 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 directo r was appointed just about a 

month or two ago.
Air. P assman. So you have no projects?
Air. AIoscoso. Tha t is right .
Air. Passman. How did you ever arrive  at th is --------figure?

FORM ULATION  OF PROGRAM

Air. Sternfeld. 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 agricultura list, and some 
people in housing and rura l development. The ir best judgment
when they came back was projects could be developed total ing —------
for development grants.

Air. Passman. You said “could be developed" ?
Air. Sternfeld. Yes.
Air. Passman. You could develop projects for $100 million in the 

same country ?
Air. Sternfeld. Yes, you could.
Air. P assman. What I am try ing  to find out is, is this  just a blanket 

application. You do not list a thing.  You say “sector, number of 
projects, general.”

Air. Sternfeld. 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.

Air. P assman. Aon could not wait until you could formulate a pro ­
gram that made some sense; you just had to anticipate tha t 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.”

fell  us why this  is confidential if it is general and you are revealing no secrets ?
Air. Moscoso. I would like to speak to that.
I think  tha t we have a pretty good idea there is going to be a need 

for assisting the Dominican Republic.
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Mr. P assman. Tell us for wluxt 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. Moscoso. We could not pass up the opportunity  of preventing 
Santo Domingo from being lost to us.

Mr. Passman. How much d id you have on hand, unliquidated, to 
the credit of the Dominican Republic ?

Mr. Tennant. $7 million.
Mr. Passman. If  they were getting ready to jump in a hole, you 

could have obtained tha t $3 million out of the $7 million in unliqu i­
dated funds.

Ecuador

What is the amount of the cumulative program through 1961 for 
Ecuador ?

Mr. Moscoso. $39 million.
Mr. Passman. And for fiscal year 1962 ?
Mr. Tennant. The proposed program was $13,989,000.
The actual program was slightly  different.
Mr. Moscoso. --------for  1963.
Mr. Passman. You say the actual program for fiscal 1962 was di f­

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
gram in 1962.

Mr. Passman. We have $19,989,000.
What amount do you have to the credit of the country, unliqui­

dated ?
Mr. Tennant. $17,045,000.

E l Salvador

Mr. P assman. Wha t is the si tuation  with reference to El Salvador ? 
Mr. Moscoso. Up to 1961, the program has been $9 million.
Mr. Passman. Fo r fiscal year 1962 ?
Mr. Moscoso. $3,721,000.
Mr. Passman. Tha t is a discrepancy from the book figures.
Mr. Moscoso. Tha t is the figure from the book.
Mr. Tennant. There was a proposal only of $4.2 million in the 

brown presentation book.
Mr. P assman. What amount do you have unliquidated to the credit 

of El Salvador?
Mr. Tennant. $3,899,000.

Guatemala

Mr. P assman. What was the total of funds for Guatemala ?
Mr. Moscoso. Up to 1961, $91 million.
Mr. Passman. What  did you program for fiscal year 1962 ?
Mr. Moscoso. $4,500,000.
Mr. Passman. What  is your estimate for 1963 ?
Mr. Moscoso. --------.
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Mr. Passman. Wh at is the amount of the unliquidated balance ?
Mr. Tennant. $13,563,000.
Tha t includes development credits.
Mr. Moscoso. A 3i/2-percent rate.
Mr. Passman. I s it not one of the long-term loans ?
Mr. Moscoso. Fifte en years.
Mr. Passman. I t was not made out of the Expor t-Im por t Bank 

section ?
Mr. Moscoso. No. This was made out of the Development Loan 

F und.
Mr. Passman. Fina lly, we run into a loan we might  get back. 

Haiti

With reference to Hai ti?
Mr. Moscoso. $49,900,000 throu gh fiscal year 1961.
Mr. Passman. Wh at was the 1962 program?
Mr. Moscoso. $13,255,000.
Mr. Passman. What is estimated for fiscal 1963?
Mr. Moscoso. -------- .
Mr. Passman. I s 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 tha t we are reviewing.
Mr. Passman. How long have you known tha t we may have to 

review this program?
Mr. Moscoso. I star ted delving into tha t in advance.
Mr. Passman. Th at was before the books were p rinted  ?
Mr. Moscoso. Off the record.
(Discussion off the record.)
Mr. Passman. Wi th 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, 

tha t, in all probability, you will need no funds for  Haiti.
Mr. Moscoso. --------.
Mr. P assman. Wh at is the unliquidated  amount for Haiti ?
Mr. Tennant. $12,489,000.
Mr. Passman. 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 tha t has 
been made.

Mr. Passman. You have more than  this development credit ?
Mr. Rooney. Are we talk ing of H aiti  or Guatemala  ?
Mr. P assman. We are refe rring to Haiti.
Mr. Tennant. The $12,489,000 is from all par ts.
Mr. P assman. Tha t is an accumulation, but we would have to com­

plete all the projects calling for that money ?
Mr. Tennant. That money is all obligated for projects or loans. 
(Discussion off the record.)
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Mr. P assman. Nevertheless, you will sti ll have the situation, as fa r 
as poverty and the need for education is concerned ?

Mr. Moscoso. That is right.
(Discussion  off the  record.)

H onduras

Mr. Passman. Tell us about the funds for Honduras.
Mr. Moscoso. The program through 1961 is $27.5 million.
Mr. Passman. And in 1962 ?
Mr. Moscoso. $4,100,000.
Mr. Passman. What amount is requested for fiscal year 1963? 
Mr. Moscoso. --------.
Mr. Passman. What amount is unliquidated to the credit of the 

country ?
Mr. T ennant. $7,856,000.

Mexico

Mr. Passman. 
Mr. Moscoso. 
Mr. Passman. 
Mr. Moscoso. 
Mr. Passman. 
Mr. Moscoso. 
Mr. Passman.

What about the money for  Mexico ? 
$7,900,000.
Is that from the inception ?

That is right. Fiscal yea r 1962, $670,000. 
Let us get the estimate fo r fiscal 1963 ? 
Yes, — — .
What kind of a loan was made ?

AGRICULT URA L CREDIT LOA N

Mr. Moscoso. $20 milllion, for agricu ltural  credit throu gh private 
banks.

Mr. Passman. Why do we have anything to do with it, if it is 
through the private banks?

Mr. Moscoso. This has been under negotiation by Ambassador 
Thomas Mann ever since he went down to Mexico around the middle 
of last year.

Mr. Passman. When did they announce it ?
Mr. Moscoso. This was announced a couple of weeks before the 

President went down, and signed down there.
Mr. P assman. The headlines came after  it was signed ?
Mr. Moscoso. Tha t is right.
Mr. P assman. Actually, the contract tha t bound this country was 

made during the President’s visit?
Mr. Moscoso. Tha t is right.
Mr. Passman. What kind of a loan is it ?
Mr. Moscoso. An agricu ltural  credit loan. The reason for this loan-----
Mr. P assman. What kind of a loan ? How are they going to pay it back ?
Mr. Moscoso. I do not have the terms here.
Mr. Passman. Would they have been eligible for  this type of loan 

from the Export- Import Bank?
Mr. Moscoso. No, sir.
As a mat ter of fact, we always take our  loans to the Expo rt-Im port  

Bank prio r to making a loan agreement.
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Mr. P assman. Are they ineligible from the Inter-Am erican Devel­
opment Bank ?

Mr. Moscoso. Yes. We check with them, too. They have made 
quite a number of loans to Mexico.

LO AN  FO R H O U SIN G  FR OJE CT

Mr. Passman. They are going to have a housing projec t there that 
is going to be Mexico City No. 2, if they go through with it. It is a 
whopper. Where are they  going to get the money ?

Mr. Moscoso. They are eligible for worldwide development lend­ing.
Mr. Passman. Long term, no interest, 10-year grace, no-interest 

credit ?
Mr. Moscoso. Right.
Mr. P assman. Development credit ?
Mr. Moscoso. That par ticu lar one would be classified as a develop­

ment credit.

RE PO RT S OF  AG RIC ULT URA L EX PO RT S TO CUBA

Mr. Passman. I s it true  tha t under agreements between Mexico 
and Cuba, Mexico exports substantial quanti ties of agricultura l com­
modities to Cuba ?

Mr. Moscoso. I do not know what the agreement is between Cuba 
and Mexico.

Mr. Passman. Does Mexico export agricultu ral commodities to 
Cuba?

Mr. Sternfeld. There are no agricultural exports  from Mexico 
to Cuba.

Mr. Passman. Where do you get your authority  for saying there 
are no exports from Mexico to Cuba ?

Mr. Sternfeld. Our reports from the Embassy, on the basis of the 
news clipping you read into the record during earlier  hearings. We 
decided to look into the story of -what was behind the newspaper 
clipping.

We wired our Embassy in Mexico, and they replied after checking 
with the Mexican Government there was no record of agricul tural 
exports to Cuba.

Mr. Passman. They did not keep any records ?
Mr. Moscoso. On the basis of checking with the Government of 

Mexico, they had no record of export ing agricultu ral commodities 
to Cuba.

Mr. Passman. Are they exporting  to Cuba any commodities—manu­
factured, raw materials, agricultu ral or otherwise ? You do not know, 
do you ?

Mr. Moscoso. I am sorry, I cannot answer.
(The information follows:)

Alleged Mex ica n T rade W it h  Cuba

The story in the July 10 Washing ton Dai ly News concerning the AID agricul­
tura l credit loan to Mexico co ntains seve ral inco rrec t statements. Info rmation 
forw arde d by th e U.S. Embassy in Mexico and la ter by the  A ID mission director  
the re provides the following ref uta tio n of the allegations  made in the  artic le.
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The story stated, “Much of the $20 million President Kennedy gave to Mexico 
through the Alliance fo r Progress during his recent visit here will be used to 
grow more wheat and corn for shipment to Communist Cuba. Mexico a lready 
exports wheat and corn to Cuba at the rate  of 300,000 tons a year.”

The Mexican Minister of Agriculture, himself, stated  tha t same week tha t 
Mexico does not export wheat or corn to Cuba nor to any other destination. It 
is barely self-sufficient in both products. In fact, in late 1961 and early 1962, 
Mexico imported small quantities of corn. In addition, the farmers will u tilize 
the credits under the Alliance loan to help grow a wide variety of commodities 
other than wheat and corn.

Much of the rest  of this article, which dealt  primari ly with agricu lture in 
Mexico, is also in er ror. It  might be noted tha t Mexican officials have remarked 
that, in their foreign trade, they are interested in earning dollars, not Cuban 
pesos for which they have no use.

Nicaragua

Mr. P assman. Next, let us have the status of funds for Nicaragua.
Mr. Moscoso. $18.3 million up through 1901; $2,803,000 in 1962 for 

grants,  plus a loan of $900,000.
Mr. Passman. Estimated fo r fiscal year 1963?
Mr. Moscoso. --------.
Mr. Passman. What is the unliquidated balance?
Mr. T ennant. $12 million.
Mr. Moscoso. They have several loans here. These are 31^-percent 

interest loans.
P anama

Mr. Passman. What about Panama?
Mr. Moscoso. $28.6 million up through 1961.
Mr. P assman. Your fiscal 1962 program was in what amount?
Mr. Moscoso. $12.4 million.
Mr. Passman. What is your estimate for fiscal year 1963 ?
Mr. Moscoso .--------.
Mr. Passman. What is the amount of the unliquidated balance?
Mr. Tennant. $17,163,000.

CO N TIN G EN CY  FU N D  AL LO CA TION

Mr. P assman. How did you util ize the $9.9 million gr ant from the 
contingency fund for project assistance on the political security com­
mitment related to the canal ?

And, while you are looking that  up, have you liquidated the grant  
out of the contingency fund, or is the fund still on hand to be ex­
pended in subsequent years?

Mr. Sternfeld. It  has not been fully liquidated.
Mr. P assman. Again, it really was not an emergency, or a con­

tingency.
When was tha t commitment made?
Mr. Sternfeld. October 1961.
Mr. Passman. Tha t was allocated about the same time tha t you 

allocated the regular funds  for this project. When did you allocate 
your regular funds for mutual securi ty?

Mr. Tennant. The first allocation was October 10.
Mr. Passman. You did this  on what date ?
Mr. Sternfeld. The discussions held-----
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Mr. I jassman. I asked you when you obligated the contingency fund?
Mr. T ennant. The initial contingency fund allocation to Panama,  $3.4 million-----
Mr. Passman. And, I asked you when you allocated funds for 

Panama out of the regular appropriation  for  last year?
Mr. Tennant. October 10.
Mr. Passman. When did  you obligate the contingency fund ?
Mr. T ennant. I am sorry, I misunderstood your question. Out of 

the initial allocation from the regular appropria tion there was noth ­
ing for Panama.

Mr. P assman. "When did  you allocate your worldwide funds out of 
your fiscal year 1962 appropriat ion ?

Mr. Tennant. October 10. However, at that  time, nothing was 
included for  Panam a.

Mr. P assman. When did you obligate  out of the contingency fund 
for Panama?

Mr. Sternfeld. In  J anuary .
Mr. Moscoso. Jan uary 11, the data  of approva l of the program. 

$9.9 million.
Mr. P assman. Hid you not allocate out of the contingency fund 

$3.4 million on October 10,1961 ?
Mr. Miller. That is correct.
Mr. Tennant. That  is in our report.
Mr. P assman. So you allocated $3.4 million at the same time you 

allocated your regular fund s; did you not ?
Mr. T ennant. Yes, sir.
Mr. Passman. You withdrew it?
Mr. Tennant. We withdrew it.
Mr. Passman. In November, which means you did not spend i t : is that correct ?
Mr. Tennant. That  is correct.
Mr. Passman. Hid the Pres ident  of Panama  visit us?
Mr. Sternfeld. Last month.
Mr. Moscoso. Last month.
Mr. P assman. I  on obligated for Panama tryi ng to liquidate as 

much as you could of this contingency fund ?
Mr. T ennant. Yes.
Mr. P assman. At a subsequent date you voided the obligation ?
Mr. Tennant. We did void it in November.
Mr. Passman. You obligated it in October, and you voided it in November, in the same amount ?
Mr. Tennant. Th at is correct.
Mr. Passman. Th at was an unusual emergency.
Mr. Moscoso. I have the list  of projects here.
Again I repeat, this took place before my time. This was-----
Mr. Passman. What are we talk ing  about ?

£7 94 8— 62— pt. 3------13
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DISPOSITION OF CONTINGENCY FUND GRANT

Mr. Moscoso. You  asked  me about the $9.9 mi llion gr an t and bow it 
was used.  1 have  the  pro  jects.

Mr. P assman. You ha ve i t lab eled ‘‘confidenti al’’ ?
Mr. Sternfeld. Th ere  a re othe r mat te rs  here. We can rea d it into  

the  record.
Mr. P assman. Let  us read i t in to th e rec ord .
Th is ap pa rent ly  was a very  u rgen t proposition  d ea lin g w it h ---------.
Mr. Moscoso. It  was, s ir,  in thi s sense------
Mr. P assman . We were tryi ng  to save people from sta rvat ion and

sta rt pro jec ts?
I  qu ot e:

The map survey_____________________________________________ $1, 000. 000
Agricultu re researc h and education-------------------------------------------  500, 000
Hydraul ic resources survey-----------------------------------------------------  000. 000
Road c onst ruct ion equipment and tra in ing----------------------------------- 500,000
A road  survey------------------------------------------------------------------------ -00, 000
Rural hea lth cen ters --------------------------------------------------------------  050. 000
Hospi tal cons truction s tud ies ---------------------------------------------------- 200, 000
Natio nal schools constru ctio n--------------------------------------------------  4,500,000
Rural school construction, comm unity----------------------------------------  500,000
Various economic development studie s--------------------------------------- 150. 000
Self-help housing-------------------------------------------------------------------- 500, (X)0

I realize  it  is po lit ica l, bu t I sho uld  th ink we could do some thi ng s 
with so me thing beside s do lla rs.

P araguay
Pa ragu ay ------
Mr.  Moscoso. $31.8 mi llio n, up to  1961. In  1962, $2,669,000.
Mr. P assman. Yo ur  fiscal y ea r 1963 estima te ?
Mr . Moscoso. ---------.
Mt.P assman. W hat  amount do you have un liq uida ted to the  credit  

of P ar ag ua y ?
Mr . T ennant . $9,229,000.

P eru
Mr. P assman. Pe ru .
Mr.  Moscoso. $57.2 mil lion h as  been used in P eru u p t o 1961.
Mr.  P assman. W ha t was  t he am ount of the  prog ram in fiscal yea r 

1962?
Mr. Moscoso.  $11,658,000 fo r gr an ts  plu s $9 millio n fo r loans.
Mr.  P assman. W ha t is the  est imate  fo r fiscal ye ar  1963?
Mr.  Moscoso. ---------.
Mr.  P assman. W ha t a mo unt is unliquid ated to t he  cre dit  of  Peru ? 
Mr.  T en na nt . $47,111,000.

U ruguay
Mr. P assman. Uru gu ay .
Mr. Moscoso. Up un til  1961, $10.7 mil lion . Fis cal  year  1962, 

$5,110,000 an d fiscal ye ar  1963,---------.
Air. P assman. W ha t i s th e un liquid ate d amount to t he  c redi t of  th is 

cou ntry?
Mr. T enna nt . $7,433,000.
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Venezuela

Mr. P assman . Ve ne zu ela:
Mr. M oscoso. Th ere is a no the r loan t here ; 3 ^  pe rcent.
Mr.  P assman . Al l is a loan  ?
Mr. Moscoso. No, th e bu lk of  thi s un liq uid ate d.
Mr. P assman . We want to bre ak  it down. You agree th at  when 

you get th is  you will  pu t the ad dit ion s in la te r on the  oth ers?
Mr. T en na nt . Yes.
Mr. Moscoso . $16.3 mil lion .
Mr.  P  assman . An d the amo unt  of the  fiscal ye ar  1962 p rogram ?
Mr. Moscoso.  $1,746,000, plu s a $10 mill ion loan.
Mr.  P  assman. The es tim ate  fo r fiscal y ear 1963 ?
Mr. Moscoso. ---------.
Mr . P assman. W ha t amo un t is un iiq uida ted ?
Mr. T enna nt . $23,929,000.
Mr . P assman . Le t the record  show tha t when we occasionally 

mentio n loans we are no t ta lk in g about the In ter -A mer ica n Devel op­
ment Bank, th e In te rn at io na l Dev elopment  Associa tion  o r the  E xp or t-  
Im po rt  Bank. We are  sti ll ta lk in g about the  mu tua l securi ty pr o­
gram  ; is th at  corre ct ?

Mr.  Moscoso. That  is righ t.
Mr . P assman. Le t us now get  into  the  va rio us  Bri tis h posses sions , 

or  colonies, as th e case ma y be.

Brit ish  Guiana

One is Br iti sh  Gu ian a.
Mr. Moscoso. $1.4 mill ion  up to  fiscal y ear 1961.
Mr.  P assman. For fiscal 1962 ?
Mr.  Moscoso. 1962, $1.5 million.
Mr. P assman. Es tim ated  fo r fiscal year 1963 ?
Mr. Moscoso . ---------.
Mr.  P assman. The amount un liq uida ted  to the credit  of  th is  B ri tis h 

colony ?
Mr. T enna nt . $837,000.
Mr.  P assman. Why  are  we ex ten ding  aid  to  th is  Br iti sh  colony, 

esp ecially  in view of the sta tem ent on pag e 147 of  the  justi fic ati on s: 
“The  prem ier is a se lf-d esc ribe d M ar xi st” ?

Mr.  Moscoso. In  the firs t plac e. Mr.  Ch ai rm an —may I go off the  
record  on th at , M r. Ch air man  ?

Mr.  P assman. St ay  on the rec ord , and the n tak e it  off the reco rd 
if  it i s necessary  to do so.

Mr.  Moscoso. Br iti sh  G uiana is try in g to achiev e independence .
Mr.  P  assman. Yes, sir .
Mr.  Moscoso. Off the  rec ord .
(Discuss ion  off the  rec ord .)
Mr. P assman. I  won by a very small ma rgin  down 

the  fi rst t im e;  455 v ole s,h ut I am s till  here.
I did  not m ean to i nt er ru pt  you .
Mr. Moscoso. Off the record.
(Discussio n off the recor d.)

in Lo uisia na ^
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CO N TIN G EN CY  F U N D  AL LO CA TIO N

Mr. 1 ’assman . We have understood th at  the  con tingen cy fund  would 
take care  of  those  thi ng s which you  cou ld not foresee and th at  you 
could not tak e out of othe r funds, because you wou ld have allo cated 
the  funds pr io r to the  time th at  these emergencies  w ould arise.

Now. here in th is Bri tis h colony, in Oc tober of  1961 you prog ramed  
$5 mil lion  out  of the  Pr es id en t’s con tingen cy fun d. However , th is 
allocation was subsequen tly wi thdraw n,  in March  of  1962. Now, jus t 
wha t j us tif ica tion could th ere  be fo r t hi s action ?

Tim e af te r tim e we find th at  you did  not  wa it fo r a sit ua tio n to 
arise in whi ch you might need  the fund s of  thi s typ e. You ju st  went 
ahead and a llocated .

Did  the Pr em ier of  Br iti sh  Guian a come to this  coun try  ?
Mr. Moscoso. Th is man ?
Mr. P assman. Yes.
Mr. Moscoso. I un de rs tand  he came u p ; yes.
Mr. P assman. Was  it about Octo ber of las t ye ar  ?
Mr. Sternfeld. Oc tob er or  N ovember, somewhere in there.
Mr. P assman. I t  a pp ea rs  to me th at  he g ot  t hi s gi ft  about the  time  

he was here.
Do you  have any  mon ey fo r these othe r Brit ish colonies?
Mr. Moscoso. I  ha dn ’t ar rive d in Washing ton at  th at  time, Mr. 

Ch airma n.
Britis h H onduras

Mr.  P assman. H ow about B ri tish  Hon du ras?
Mr.  Moscoso.  $600,000 up  to 1961 and fiscal y ea r 1962 it is $565,000.
Th e 1963 figure  i s ---------.
Mr . P assman. Di d we ge t the  un liq uida ted am ount fo r Brit ish 

Gu ian a ?
Mr. T ennant . I  be lieve we di d;  $837,000, and on Bri tis h Ho nd uras  

the  unli qu ida ted  fig ure  is $281,000.
Mr. P assman. Eas te rn  C ari bb ean ?
Mr. Moscoso.  U p th ro ug h 1961, $7.9 mill ion  and fiscal 1962, $9,224,- 

000, and  the  fiscal y ea r 1963 figure i s ---------.
Mr . P assman. Unl iquida ted?
Mr.  T ennant . $9,482,000.
Mr.  P assman. Whe n di d th is  coun try  ge t its  independence?
Mr.  Moscoso. I t  is a B ri ti sh  colony w here we hav e bases.
Mr. P assman. I s t hi s in paym en t fo r the bases  o r do we ha ve oth er 

con sidera tions fo r the  bases ?
Mr.  Moscoso. Thi s is pr im ar ily rel ate d to the base s agre eme nts.  
Mr.  P assman. W hich  was a case in whi ch we exc han ged  some de­

str oy ers  fo r those bases, d id  we no t ?
Mr. Moscoso. W ith the Bri tis h,  n ot  w ith  th e Tr in idad ians .
Th is ar rang em en t or ren egot iat ion  of  the base  righ ts  was  made 

wi th  Tr in idad .
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Eastern Caribbean Project Status

Mr. P assman. Let us say there  are good and sufficient reasons. We 
are still dealing with a British possession when we speak of the  E ast ­
ern Car ibbean ?

Mr. Moscoso. That is right .
Mr. Passman. Down in this eastern Caribbean Briti sh possession, 

what is the status  of the seven pro jects for which you have obligated 
$6.6 million in fiscal 1962, without determin ing the  extent of the U.S. 
participation in the projects?

Mr. Sternfeld. Eastern  Caribbean in fiscal 1962 we actually only 
obligated as of the end of the fiscal year $2,903,000, although we had 
programed $9,224,000.

Mr. P assman. You say, “Pro ject delayed pending resolution of the 
extent of U.S. par ticip ation.”

Mr. Sternfeld. Th at is correct.
Mr. Passman. Has that yet been determined ?
Mr. Sternfeld. No, sir. We are sti ll in negotiations with the local 

government.
Mr. Passman. The projects are delayed, or are they remaining in 

a dormant sta te until this matter can be settled ?
Mr. Sternfeld. The princ ipal projects  connected with the base 

agreements are dorm ant a t the present time.
Mr. Passman. Has $2.2 million been obligated ?
Mr. Sternfeld. For other projects upon which we were able to 

reach agreement with the  local government.
Mr. P assman. To what extent, then, shall we discount this informa­

tion ?
Mr. Sternfeld. Sir, we have planned on obligating $9,224,000. Be­

cause of the inabil ity to reach agreement as to what was our-----
Mr. Moscoso. Commitment.
Mr. Sternfeld. Tha t was our commitment, we only obligated 

$2,903,000.
Mr. Passman. When you add up the projects  in the book here the 

total  is $6.6 million; is tha t a correct statement ?
Mr. Sternfeld. Do you mean the projects  which are shown in 

this book only add up to-----
Mr. Passman. Of the projects  delayed pending resolution of the 

extent of U.S. partic ipation. You had a tota l of $6.6 million;  is that  
correct ?

Mr. Sternfeld. I am sorry, I have not added up these projects.
Mr. P assman. In the book here on this Brit ish colony you said 

that you had obligated $6.6 million. We have nothing else to go by 
other than what you said here, tha t you estimated the obligations 
would be thus and so.

Mr. Sternfeld. Tha t is correct, sir, but as you note quite logically 
tha t we were in the midst of negotiations with the country and there­
fore we did not obligate the full amount which is shown in the book 
as $9,224,000.

Mr. P assman. And what is the s tatus  o f the remainder? Is it out 
or do you think you may at some subsequent date have need for the 
funds for this Brit ish colony?
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Mr. Moscoso. 1 think we will probably come to an agreement with 
the local government and be able to proceed with these projects.

Mr. Passman. But you did originally program the projects with­
out knowing the extent of our participation  there?

Mr. Moscoso. We had an idea of what we thought our partic ipation 
was going to be.

Mr. P assman. You s tated in the book that would be the amount of 
the obligations.

Mr. Sternfeld. That was our best estimate at the time.
Mr. Moscoso. Tha t is right, and the local government insisted that 

was not their understanding.
Mr. Passman. You struck it from your 1962 program and you re­

new it in your 1963 program ?
Mr. Sternfeld. If  we reach an agreement.
Mr. P assman. According to history, you do not have to reach an 

agreement to obligate funds in this foreign aid program. That is 
what you did here. Had we held the hearings earlier  we would have 
gone by that book.

J amaica

I)o you have a program in Jamaica, and is tha t also a British 
possession ?

Mr. Moscoso. Until August 6 of this year.
Mr. P assman. Let us talk  about now and the past, to see how much 

money we gave the British possessions.
Mr. Moscoso. For  Jamaica  through 1961, $2.1 million.
Mr. P assman. And in fiscal year 1962 ?
Mr. Moscoso. $1,120,000.
Mr. P assman. The estimate for fiscal 1963?
Mr. Moscoso. --------.
Mr. Passman. What  is the total of unliquida ted funds for this 

Briti sh colony?
Mr. Tennant. $5,433,000 for Jamaica.
Mr. Moscoso. This is a loan.

Surinam

Mr. P assman. How about Surinam ?
Mr. Moscoso. This is Dutch Guiana. Up through 1961, $2.4 million.
Mr. Passman. Your 1962 program ?
Mr. Moscoso. $480,000.
Mr. Passman. Do you have a fiscal 1963 program ?
Mr. Moscoso. --------.
Mr. Passman. What is the uniiquidated  balance ?
Mr. Tennant. $377,000.
Mr. Passman. Are these people eligible for other  types of aid— 

1he same as other countries ?
Mr. Moscoso. No, sir.
Mr. Sternfeld. They are not eligible fo r the World Bank and the IDA -----
Mr. P assman. I am ta lking about other mutual security aid. Are 

they eligible for everything other countries can receive ?
Mr. Moscoso. Not milita ry assistance.
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Mr. Passman. Are they eligible for other types of aid under the 
Mutual Security Act?

Mr. Moscoso. Tha t is right.
Mr. Passman. They could apply for any type of development 

credit ?
Mr. Moscoso. Yes.
Mr. P assman. They draw out of all spigots except the mi litary , the 

Export-Import Bank, and international organiza tions; is that correct ?
Mr. Sternfeld. They cannot draw from those.
Mr. Passman. I was enumerating the exceptions.
Mr. Moscoso. That is right.
Mr. Passman. It  would appe ar tha t the administrative expenses 

and program account for about 45 percent of the total out there; is 
that right?

Mr. Moscoso. That is right.
Mr. P assman. That  is rath er high.

Central America

Now, the Central American area.
Mr. Moscoso. This is a program I was describing a while ago, Mr. 

Chairman, pertainin g to the efforts of the economic integrat ion of 
Central American countries.

Mr. P assman. If  you keep on you are going to have to refer  to these 
things by numbers, and not by names.

Is this a new program, sir ?
Mr. Moscoso. This was started  in 1961.
Mr. Passman. How much money was involved in 1961 ?
Mr. Moscoso. Loans, $5 million; and $2 million in grants. It  is 

page 173 in the country book.
Mr. P assman. I s this  tha t bank which was started without any 

justifications to Congress whatsoever?
Mr. Moscoso. I don’t know. This is a  bank authorized by the  sev­

eral governments.
Air. P assman. I am talk ing about the U.S. authorization. You 

start ed it  without any justification, did you not ?
Mr. Sternfeld. I am sorry-----
Air. Passman. All righ t; did  you have anyth ing in fiscal year  1962 

for this  program ?
Air. Sternfeld. AVe had planned a program bu t it didn’t take place.
Air. Passman. Does that complete the project  ?
Air. Moscoso. No : fo r 1963 we have-------- .
Air. P assman. Wh at amount do you have unl iquidated to the credi t 

of this pa rticu lar item ?
Air. Tennant. $4 million.
Air. Passman. It  would appear tha t the 10 projects  proposed for 

fiscal year 1963 are new projects for this Central American area; is 
tha t correct ?

Air. Aloscoso. Tha t is right, sir.
Air. Passman. Where is the headquarters  of this activity  ?
Air. Aloscoso. It  is in Guatemala . The bank is in Tegucigalpa, but 

the secre tariat  of the integrat ion association is in Guatemala.
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JU ST IF IC A T IO N  FOR CE NT RA L AM ER IC A N BA N K  PR O JE C T

Mr. Passman. In addition the $5 million credit to the Central 
American Bank for economic integration,  how much gra nt aid has 
been extended to the hank for capi tal ?

Mr. Moscoso. $2 million for capita l and $1 million for technical 
assistance.

Mr. P assman. Could you tell us when you justified t ha t to the com­
mittee, the Congress ?

Mr. Sternfeld. I would assume it was in last year ’s program.
Mr. Moscoso. I do not know, sir.
Mr. Passman. Do not assume. Let us pin it down. Either  you 

did or d id not. Maybe Mr. Tennant can help us a bit. I am ta lking  
now about the $2 million gran t aid.

Mr. Tennant. I find it in last  year ’s book, on page 619, Central 
Bank for Economic Aid, estimated obligations for 1962 as proposed 
at that time was $3,035,000.

Mr. Passman. I am talkin g about the $2 million gran t. You are 
talkin g about what started it off; 1961 was when this was brought 
into being?

Mr. Tennant. This shows the 1961 figure. I do not have the 1961 
book with me; no, sir.

Mr. Passman. Let me say for  the record, and you certainly have 
a righ t to refute it, I do not think  you justified the $2 million to 
Congress.

L A T IN  A M ERIC A N RE GI ON AL  PROG RA M

Now, Lat in American reg ion al:
If  we were p laying a slot machine on this game this would be what 

you would call the jackpot, where you try  to get everything you can 
possibly think of in the program listed, and for fear  tha t you may 
not have thought of everything, then you set up something tha t is 
known as “regional,” in which the nations joint ly participate.

What amount do you have for the Latin American regional pro­
gram?

Mr. Moscoso. Up throu gh 1961, $18,400,000.
Mr. P assman. And fo r fiscal 1962 ?
Mr. Moscoso. $16,367,000.
Mr. Passman. You originally  programed $19,167,000.
Mr. Moscoso. That is right.
Mr. Passman. What is the estimate fo r fiscal year 1963 ?
Mr. Moscoso. --------.
Mr. Passman. Wha t amount do you have unliquidated ?
Mr. Tennant. $4,450,000.

RE GI ON AL  T E C H N IC A L  AID

Mr. Passman. Wha t type of books will be purchased with the 
$800,000 requested under  the regional technical aid project?

Mr. Moscoso. These are science books to be used in the various 
schools; in other words, textbooks. They are p rinted for use all over 
the region.
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Mr. Passman. Would you cite the various elements of the cost for 
which you obligated $275,000 for seminars and workshops project 
in 1962?

Mr. Moscoso. There is no breakdown in this.
Mr. Sternfeld. The $275,000 ?
Mr. P assman. Yes.
Mr. Sternfeld. These costs are primarily the participant cost of 

people who attend these seminars and workshops.
Mr. Passman. I)o you have the detail ?
Mr. Sternfeld. 1 do not have it here. 1 can submit it.
Actually, instead of $275,000 in 1962, we had obligated $160,000. 

This would be broken down for the part icipa nt costs. We do not 
have a breakout here.

P A N  A M ERIC A N H IG H W A Y  SU RV EY

Mr. Passman. You have got this thing so diversified, so broad, so 
loose at each end and punctured in the middle, that if you cannot do 
it one way you will do it another.

As to this Pan American Highway survey, the Bureau of the 
Budget ruled in May 1960, that  funds for the area survey could be 
provided, bu t not as a separate request to Congress. Therefore, you 
allocated funds from the aid program. Is th at righ t ?

Mr. Moscoso. Tha t is to make the survey of the last section of the 
Pan American Highw ay or of the Inter-American Highway.

Mr. Passman. Why did the Bureau of the Budget rule tha t you 
could not make a separate  request to Congress? Were they politely 
rulin g out the program ?

Mr. Sternfeld. No, sir. They considered tha t this should be re­
lated to the aid activities in the area and therefore should be con­
sidered as pa rt o f the aid program rather than as p art  of the D epart­
ment of Commerce activities on the Pa n American Highway.

Mr. P assman. So, you did not get it out o f one spigot. You got it 
out of another.

Tell us on what date you justified this $2 million to Congress last 
year.

Mr. Tennant. Last year, in our presentat ion, we did not set out 
the new projects. We had a general discussion of the new projects 
without specifically stat ing which ones. I think  it appears on page 
1087 of last year’s hearings.

Mr. P assman. This is not one of those gimmicks that was used to 
prevent the budget from being increased last year, was it, by official 
budget amendments that would come down normally?

Mr. Sternfeld. I can speak to this, since I was on both sides.

BUREA U OF T H E  BU DG ET  DEC IS IO N ON H IG H W A Y  FIN A N C IN G

I was on both sides of the table. T was in the Bureau of the Budget 
at the time this was considered, and the consideration tha t led to this 
conclusion was that the Pan American Highway financing out of the 
Commerce Department was to end in Panam a, and this was an addi­
tional survey, the gap going from Panam a to Colombia. I do not 
think there was any consideration in terms of amendments to the 
budget or things of that  sort at that time.
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Mr. P assman. I think  I would pre fer not to say, in the  record, the 
reasons behind it. I think you are just as familiar  with it as I  am.

Off the record.
(Discussion off the record.)

PA RT ICIPAN T TR AI NI NG  COSTS

Mr. Passman. What  was the average cost per part icipant in fiscal 
years 1961 and 1962, and what is the proposed cost for fiscal year 
1963 ? I am referrin g to your area, Mr. Ambassador.

Mr. Moscoso. Average cost in 1961, $2,770; in 1962, $3,170; and in 
1963, $3,320.

Mr. P assman. This would have to be brought about by an infla­
tionary condition, would it not ?

Mr. Moscoso. Yes. It  costs more, I suppose, to keep them.
Mr. Passman. We have got the average. It  is e ither inflation or 

monkey business.
Mr. Miller. Mr. Chairman, there might be a number of different 

factors which occurred to change tha t-----
Mr. Passman. I just  said that.
Mr. Miller. Which would also include the length of time, the quality 

and kind of training given to part icipa nts so that  a higher kind of 
train ing and a better period of time would produce a better train ing 
for the participant, and, of course, cost a considerable amount more.

Mr. Passman. Let us substantiate that  matter . Let us get the jus­
tification books and see what this business is all about.

NU MB ER  OF PA RT ICIPAN TS  PROGRAMED

While we are getting  specifics, would you tell us the number of the 
partic ipants  for each one of the years ?

Mr. Moscoso. In  the year 1961-----
Mr. Passman. These are for fiscal 1961,1962, and 1963 ?
Mr. Moscoso. Tha t is righ t. In  1961, 1,638; in 1962, 2,761; and 

in 1963, 3,176.
Mr. Passman. Let us start with Guatemala.
You had 75 participan ts, costing $195,000 in fiscal year 1962.
Mr. Sternfeld. Seventy-five.
Mr. Passman. And you estimate 51 parti cipants in fiscal 1963. 

The cost will be $180,000. ITow do you just ify the increase in cost ?
Mr. Moscoso. Mr. Chairman, if it is the same type of  tra inin g that  

these people are going to receive in one year and the other, then you 
can compare them, but if these 51 are going to be t rained for some­
thing which is going to require a longer training  period or a more 
costly tra inin g period-----

INC RE AS ING PA RT IC IPAN T COSTS

Mr. Passman. I think it is qu ite obvious that  we can always deal 
in generalities and say, “ If  this  happens or tha t happens.” You are 
carrying  on about the  same type of program in the same fields tha t 
you have had in the past. We are dealing with large numbers. In 
1961 you had 1,638; 1962 you had 2,761; in 1963 you will have 3,176. 
However, the average cost had gone up $600 per part icipant.  You
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could not have varied the program to the extent that  it  indicates here, 
because you have no new projects, you are using the same type of 
technicians for the same type of projects.

It  is eithe r because of inflation or you have padded this in excess of 
your actual needs. You are not dealing  with  new projects. You are 
dealing with continuing projects, and it is almost unbelievable tha t 
you would have had that degree of inflation.

Air. Moscoso. But there has been a distinct turnaround in the type of 
programs that we are having, Mr. Chairman.

Mr. P assman. Cite your new projects tha t would call fo r a different 
type of technician absorbing even a th ird  of tha t number. This  is an 
average increase of $600 in just 2 years. Am I correct?

Mr. Sternfeld. Yes.
Mr. P assman. Bo you have any specific answer, since you do not 

have tha t many new projects? You have increased partic ipan ts from 
1.638 to 3.176 in 2 years. You have also increased the cost per pa r­
ticip ant by $600.

Mr. Miller. As I suggested, Mr. Passman, there are a number of 
factors which could enter into this which would include the length, of 
stay of the par ticipan ts in this country.

Mr. Passman. Can you be specific and cite us examples ?
Air. AIiller. I  do not have any thing with me at this point. I would 

be glad to supply it fo r the record.
Air. P assman. Let  us get the specifics. I say respectfully we want 

to know why it is.
Air. AIiller. AATe should be happy to supply  it fo r the record.
Mr. Passman. Alay I address the same request to you, Air. Comp­

troller , so the two of you can work separately or  together to determine 
why the cost of these part icipants  has increased so greatly  in just a 
2-year period.

Air. Tennant. AVe will be glad to look in to that, sir, and make an 
insert.

Air. P assman. You will assist Air. AIiller on tha t matter,  will vou 
not?

Air. Tennant. Yes, sir.
(The information  follows:)

P a r tic ip a n t  T r a in in g  Cos ts  for L a tin  A m er ic a

Costs for tra ining  par ticipa nts from Latin America are  ris ing both for reasons 
related to participant programing and for reasons related to generally higher 
costs of training components.

Part icipants  are  being trained for longer periods, part icularly  in the more 
complex fields of modern technology and economics.

Training costs in the United States  have been rising. Principal increases are 
in the cost of tuition, books, t ransportat ion, and specialized services for  foreign 
nationals.

(1) Over the past  several years, tuition has risen fair ly regularly and still 
only covers a par t of the educational insti tutions’ costs. Out of a sample of 21 
insti tutions selected a t random, tuition increased 47 percent during the period 
1958-59 to 1961-62. Seven of these 21 increased tuitio n charges at least 50 
percent. Fees for short-term train ing at  land grant insti tutions have also risen. 
According to a study conducted under the auspices of the American Council on 
Education, the average cost to colleges and univers ities for train ing of a week 
or less was $58 per day per partic ipant , several times more than  AID current ly 
pays. A number of universities which formerly serviced short-te rm participants 
without  charge have begun to charge AID for its services.
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(2) The prices of textbooks and other necessary classroom ma ter ials have 
risen from 30 to 50 percent in the pa st few years.

(3) Domestic trave l cost in the United  Sta tes in recen t years has  gone up 
substantial ly, by approximately 18 percent.

(4) The cost to inte rprete rs has  increased  approxima tely 54 percent in recen t 
years. This  increase is due not only to th e increased per diem rate a nd increases 
in compensation but also to the increased use of int erp ret ers ’ services.

With respect to the specific case  of Guatemala, the  principal reason  for  the  
increase  in cost lies in the  increased length  of the  period  of tra ining  in the  
United States. Par tic ipant training costs  for Guatemala in fiscal 1961, 1962, 
and 1963 are as follows :

N um ber of  
pa rt ic ip an ts

T o ta l co st
A ve rage  
co st  per  

pa rt ic ip an t

L a ti n
A m er ic a
re gi on al
av er ag e

Fisca l year:
1961_________________ - .......................... ........... 75 $218, 000 $2, 907 $2, 772
1962 .. ._____ _____________________________ 75 195,000 2,600 3,173
1963_______________________ _______ ______ 51 180,000 3,529 3, 427

In fiscal year 1963, par ticipan ts programed were 24 less than in 1962. Tota l 
cost decreased by only $15,000. Average cost rose $929 above the fiscal year  
1962 average cost. The increase is directly rela ted  to the period  of time spent 
in train ing and the cost per man-month. More months in tra ining  mean higher 
tota l cost. From the table below, it  will be noted th at  the  fewe r par tic ipa nts  
from Guatem ala in fiscal year 1963 have a higher average cost but a lower cost 
per man-month.

N u m b er of 
pa rt ic ip an ts T o ta l co st

T o ta l m an - 
m onth s 
tr a in in g

C ost  per  
m an -m on th

Fisca l ye ar  1962....... ................ .................... ............... 75 $195,000 349 $559
Fi sc al  y ea r 1963_____ _________ _______ _______ 51 180,000 371 485

In other words, 24 fewer par tici pan ts in fiscal y ear  1963 wi ll receive 22 more 
man-months of training than 75 partic ipants  in fiscal ye ar 1962, despi te a reduc ­
tion in program  costs from $195,000 to $180,000.

Mr. Moscoso. I would also like to know.

CONTRACTOR FEES FOR TE CH NI CI AN S

Mr. P assman. We asked for this information 2 or 3 days ago. We 
were told earlier that in recruiting and hackstopping these contract 
technicians the fee of the contractor recruiting was about 80 percent 
of the salary. I asked if it were also true  in your  area  th at tha t was 
the average fee paid to these people. For instance, you have several 
linns here in Washington. One in part icula r is a new firm, with 
very little capital hut good name people who are desirous of making 
some money. They set themselves up an agency and they become 
a consulting firm. I think you had a $420,000 contrac t with them. 
They get 80 percent of the salary cost for doing the recrui ting and 
hackstopping. We were told that  was about the average amount for 
the contractors.

We would like to know for the contract technicians recruited in your 
area if the average fee for  the contractor is about 80 percent of the 
amount of salary. I)o you remember tha t I asked tha t question 
earlier?

Mr. Moscoso. I understand they are still studying it.
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Mr. T ennakt. Yes, sir. We are studying the contracts  in the Latin 
American area and had planned to make an insert.

Mr. Rooney?
Mr. Rooney. 1 have been carefully  listening to the testimony with 

regard to Latin America for some while now. I have no questions.
Mr. Passman. Mr. Rhodes?
Mr. R hodes. I echo the s tatement of  my colleague from New York.

DIV ERSIF ICA TIO N OF LA TIN AM ERICAN  PROGRAM

Mr. Passman. All right , gentlemen. As we conclude, I thin k I 
should say, in summarizing the brie f hearings:  We had intended to 
hold rather extensive hear ings for Lat in America, bu t the  program is 
so diversified, so broad, so misunderstood, so uncontrolled, and has so 
many projects  tha t it has reached the point  of being asolutely im­
possible to examine this in detail as to the uses which will be made of 
the money. Therefore, it has been necessary to abbreviate  the h ear­
ings for Latin America, because al ready this year we have consumed 
twice as much time and we still have half the world to go.

Mr. Moscoso. Mr. Chairman, in the first place, I want  to thank 
all of you gentlemen for having listened so patiently  to  someone who 
knew very little  about the congressional review of the p rogram, until 
just, a few days ago, because I have learned quite a bit about it by 
virtue of these hearings. 1 can assure the chairman and members 
of the committee that I am just desirous of seeing that this  thing 
is done p roperly and that  the money is wisely spent as any member 
of the committee.

Mr. Passman. You have made a very stra ightforward statement. 
We want to wish for you the maximum of success in your work.

Mr. Moscoso. Thank you.

Monday, J uly 30,1962. 

NEA R EA ST AND SOU TH ASIA

W IT N E S S E S
HON. P H IL L IP S  TA LBOT, A SSIS TA N T S E C R E T A R Y  OP  STA TE, BU­

R E A U  FO R  N E A R  E A S T E R N  AND SO UTH A S IA N  A F F A IR S
W IL L IA M  S. GAU D,  A SSIS T A N T  A D M IN IS T R A T O R , B U R EA U  FO R 

N E A R  E AST A N D  SO U TH  A S IA , A ID
JO S E P H  J.  B A R G H A H N , O FF IC E  OF  N E A R  E A ST , SO UTH  A SIA  

R EG IO N A L A F F A IR S , STA TE
E D W A R D  F.  T E N N A N T , A C T IN G  CON TRO LLER, A ID  
L E IG H  M. M IL L E R , L E G IS L A T IV E  PR OG RAM S COORDIN ATOR, A ID  
R IC H A R D  S. B IR N B E R G , O F F IC E  OF D EV E L O PM E N T  P L A N N IN G , 

B U R E A U  FO R N E A R  EA ST A N D  SO UTH  A S IA , A ID
GUY A.  L EE , O F F IC E  OF  N E A R  EA ST-S O U TH  A S IA N  A F F A IR S . D E­

P A R T M E N T  OF STA TE

Mr. Passman. The committee will come to order.
We have with us this afternoon the Honorable  Phi llips Talbot, 

Assis tant Secretary of State,  Bureau for Near Eas tern  and South 
Asian Affairs, and the Honorable William S. Gaud, Assistant Ad-
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minis trator , Bureau for Near East and South Asia, A ID. They are 
accompanied by Mr. Joseph J. Barghahn, Office of Near East, South 
Asia Regional Affairs, Department of State ; Mr. Edward F . Tennant, 
Acting Controller, AID;  Mr. Leigh M. Miller, Legislative Program s 
Coordinator, AID; and Mr. Richard G. Birnberg, Office of Develop­
ment Planning, Bureau for Near Eas t and South Asia, A ID.

We shall begin today consideration of the budget request for funds 
for the many mutual security programs and projects in the Near 
East and south Asia.

Before hearing  from our distinguished witnesses, I should like 
first to ask the contro ller a few questions, so that  a t a subsequent date 
when we place these figures in th e record, they will have been verified 
in advance.

P IP E L IN E  OF FO RE IG N AS SI ST ANCE  FOR FI SC AL YE AR  1 9 6  2

It  is my understanding, Mr. Controller, that last year the Con­
gress made new approp riations for mutual security in the amount of 
$3,914,600,000, and this  does not include the IDB  or IDA or the 
Peace Corps ; is that  correct ?

Mr. Tennant. Tha t is correct.
Mr. Passman. And the reimbursements and/o r adjustments,  or 

both, amounted to $20,648,000.
Mr. Tennant. Tha t is correct.
Mr. P assman. So, under the  mutual security program,  omitting  the 

items just enumerated, we put  into the pipeline $3,935,248,000. Is 
tha t correct ?

Mr. Tennant. That is correct, sir.
Mr. P assman. But you drew out in expenditures for the entire 12 

months only $3,198,100,000. Is th at correct ?
Mr. T ennant. Tha t is correct, sir.
Mr. P assman. Therefore, the pipeline under mutual security alone 

was increased by some $737 million du ring fiscal 1962. Is tha t correct ?
Mr. T ennant. $737,148,000.
Mr. P assman. It  is quite evident, then, tha t the Congress appro­

priated more money than  was needed last year, because it is pinned 
down, nailed down, wrapped up and polished tha t you have a lead- 
time of from 6 to, at  the longest, 12 months. I have sta ted the figures 
correctly, have I not ?

Mr. Tennant. Yes, sir.
Mr. P assman. Thank you.

NATIO N S NOT REC EI VIN G FO RE IG N A ll ) S IN C E  AU GUST , 194  5

Could you tell us, Mr. Controller, or any of the supporting wit­
nesses, the nations that  we have not given any a id to or obligated aid 
to or p lanned an aid program for since the end of World War IT, or 
since August of 1945 ? Star t with Russia.

Mr. T ennant. I think aside from the Soviet bloc-----
Mr. P assman. Name them, if you will, fo r the record. Would you 

say Russia is No. 1 ? And let us go from there.
Mr. Tennant. Yes, sir. I am not sure I  can name them all.
Mr. P assman. There are not tha t many, I  assure the gentleman. It  

still will not take too long a time, because you will not find many. We
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want officially inserted in the record those countries to which we have 
not given any aid since the end of World War II  or those for which 
we do not have a present plan of aid.

Mr. Tennant. I have a list  of those that we have given aid to.
I do not have the others.
Mr. Passman. Would you name the Soviet bloc ? Do you know the 

nations?
Mr. Tennant. I am afraid  I would have to provide this for the 

record.
Mr. Passman. I have figured i t, and with the three new nations jus t 

born—Urundi, Ruanda,  and Algeria—there are 113 nations. Of 
course, some of them have only a few thousand population, but we 
call them nations. Aly count indicates tha t we have an aid program, 
past, present, or planned, in 101 of them. You give us a lis t from the 
way you find it in your records and, if you will, bring it up tomorrow 
morning.

And, too, if you know of any Bri tish  possessions or territo ries that  
we are  not in with an aid program, please provide us with the names 
of these terri torie s and possessions, and supplement tha t data  with a 
list of the Brit ish terr itor ies and possessions in which we have aid 
programs going.

Mr. Tennant. Yes, sir.
Mr. Passman. Thank you.

BIO GRAPH IC AL SK ETCH ES OF  PR IN C IP A L  W IT NESS ES

Air. P assman. Air. Secre tary, i t is customary  to have a biographical 
sketch of each one of our distinguished witnesses. If  you would, 
kindly give us just a l ittle of your background. If  you other gentle­
men also would do th at prio r to the statements and examination, we 
would appreciate  it.

Air. Talbot. Yes, sir.
Air. Passman. I believe the three main witnesses today—Air. Talbot, 

Air. Gaud, and Air. Birnberg—are new with the program.
Air. Birnberg. I am not.
Air. P assman. I believe you are, Mr. Gaud.
Air. Gaud. Yes, I am.
Air. P assman. And I believe you are, Air. Talbot.
Mr. Talbot. Yes.
Air. P assman. Air. Bi rnberg , you are new before the committee, are 

you not ?
Air. Btrnberg. Yes, sir.
Air. P assman. With what depar tment  have you been ?
Air. Birnberg. I have been with the aid program for some years.
Air. Passman. You have received a promotion  now, so would you 

also give us your biography fo r the record ?
Air. Birnberg. Yes.
Mr. P assman. Thank you.
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(The ma ter ial  requested  fol low s:)
P h il l ip s  T albot, Assis ta n t  Secr eta ry of Sta te  for  Near E as te rn  an o Sou th  

A sia n  Aff a ir s

Born at Pittsburgh, Pa., on June  7, 1915, Mr. Talbot has for the pas t 10 years 
been executive director  of the  American Universiti es Field Staff, Inc., of New 
York. He attended the  University of Illinois where  he received his bache lor's 
degree in 1936. For  2 years  a fte r his graduatio n, he was employed as a rein trter  
for the Chicago Daily News. He left that  position when awarded  a fellowship 
by the  Insti tut e of Cur rent World Affairs, New York. The fellowship enabled 
him to s tudy at  the School of Orienta l Studies , University  of London dur ing the 
1938-39 term and in India  during  the next 2 years.

Mr. Talbot served as an officer in the Illinois National Guard while employed 
in Chicago and some months before Pea rl Harbo r left  Ind ia for Manila where  
he joined the  U.S. Navy. In November of 1941, he retu rned to Ind ia as naval 
liaison  officer in Bombay and remained there unt il transf err ed  to Chungking as 
ass ista nt naval at tach^ 2 yea rs later.

Returning to civilian life in 1946, Mr. Talbot became a foreign  correspondent 
for the Chicago Daily News. In this capacity he worked in India, Pak ista n, and 
southeas t Asia. He became visiting ass istant professor of political science at  the 
Unive rsity of Chicago in 1948. During 1949 and 1950, he retu rned to Asia for a 
shor t time as a foreign correspondent.

In 1951, a group of American colleges and universi ties  estab lished the Amer­
ican Universities Field Staff, Inc., a priv ate  nonprofit organization founded to 
aid the American educa tional  system in the collection and dissemina tion of in­
formation about  significant  areas of the  world. Mr. T albot was selected as the 
organ ization’s first executive director  and held that  post unt il joining the De­
partmen t of State. While directing  the work of the American Universities  
Field Staff, which sends American scholars abroad  and circ ulat es the ir reports 
to subscribers, Mr. Talb ot traveled again  to south Asia and returned to the 
United States to lecture in American educa tional  ins titu tions. He also com­
pleted work on his doctorate  which was awarded him by the  Unive rsity  of 
Chicago in 1954.

Mr. Talbot  is marr ied to the form er Mildred A. Fisher  and they have three  
children.

W il lia m  S. Gau d, Assis ta n t  Adm in is tr ato r , B ure au  for  N ear E ast and 
Sout h Asia  Agenc y for I nte rnati onal D ev el op men t

William S. Gaud of Connecticut is the Assis tant Adminis tra tor  of AID for the 
Near Eas t and south Asia.

Mr. Gaud, whose appointment was announced  October 22 by the Pres iden t, 
came to the new AID agency af ter 15 years  as a pa rtn er  with the  New York 
law firm of Carte r, Ledyard & Milburn.

lie  had extensive foreign aid experience in Asia du ring  World Wa r II.  While 
serving on General Stilwell’s staff, Mr. Gaud was in charge of all mil itary lend- 
lease to China, India , and Burma. For his Army role, he was  decora ted with 
the Order  of the Brit ish Empire and twice with  the Legion of Merit. He was 
muste red out as a colonel in 1945 to become a special assis tan t to the Secreta ry 
of War.

Prior to the war, Mr. Gaud served for 6 years as a ssi sta nt  corporation counsel 
in New Y’ork City. From 1931 to 1933 he was a member of the  facu lty of Yale 
Law School.

Mr. Gaud, 54, is now a member of the Council of Fore ign Relations. He has 
also been active  in community affa irs in Greenwich, Conn., where  he has  been 
serving  as president  of the  Community Chest and Council.

He received both his B.A. and LL.B. degree from Yale. He is m arried to the 
former E leanor Smith, and has one daughter, Anne Timothy.
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R ic hard  G. B ir nber g , Ch ie f , P ro gr am ing D iv is io n , Of f ic e  of  D ev el opm en t 

P l a n n in g , B ur ea u for  N ear E a st  an d  So u th  A sia

R ic ha rd  G. B ir nberg  is th e  Chief  of  th e P ro gra m in g  D iv is ion of  A ID  fo r th e 
N ea r E ast  and  s ou th  A sia .

He jo in ed  th e Ec on om ic Co op erati on  A dm in is tr a ti on  in Sep te m be r 1931 an d 
lia s se rv ed  in th e  fo re ig n as si st an ce  pro gr am  sinc e th a t tim e.  H e jo in ed  th e 
Nea r E ast  am i so ut h Asia st af f in  F ebru ary  1934 and  w or ke d on th e A fr ic a,  
Greec e, an d Ir a n  pr og ra m s.

He  w as  ap ix iint ed  to  th e  pr og ra m  st af f in Ja n u a ry  1961, and w as  na m ed  C hi ef  
of  t he  P ro gra m in g D iv is io n in  A pr il 1962.

Mr. B irnb er g ta u g h t a t th e  co llege  in th e U niv er si ty  of  Ch icag o fr om  1943  
to 1947 a nd a t C ar le to n  (M in nes ota ),  1948-51 .

He  rece ived  hi s B.A. fr om  Co lum bia  Co lleg e in  1941 and M.A. from  th e U ni­
ve rs ity  of Chica go  in  1918.

Mr. Passman. You may proceed, Mr. Secretary.

S t a t e m e n t  of A ssis t a n t  S ec re ta ry  of S ta te  fo r N ea r  E ast ern  and  
S o u t h  A sia n  A ffa ir s

Mr. Talbot. Mr. Chairman and members of the committee, it is a 
pleasure to appea r before you in support of the administration 's 
proposed foreign assistance appropriations for the fiscal year  1963 
in the Near East and south Asia. Since assuming the position of 
Assistant Secretary o f State, now more than a year ago, I have visited 
most of the countries in the area and have acquired g reater fam ilia r­
ity with thei r problems, with  the opportun ities we can seize, and with 
the difficulties we encounter in seeking to implement our objectives.

IM PO RTA N T R ECEN T EV EN TS  IN  NEA R EA ST AND SO U TH  AS IA

A generalized statement that  conditions are b ette r or worse than a 
year ago would have little application to an area so marked by di­
versities. As you know, it embraces the eastern part of the Arab  
world, Israel , and the nm lan d tha t stretches from Greece through 
Eas t Pakistan and is made up of 18 separate countries. A few of the 
year's  dramat ic developments have posed policy dilemmas for the 
ITnited States. Chief among these were India 's resort to force of arms 
to end Portuguese  rule over Goa, the Afg han-Pakistan  bord er closing, 
the rekindled tension between India and Pakistan over Kashmir, Iraq i 
threats agains t the independence of Kuwait, Syr ia’s s hif t away from 
the United Arab  Republic, abortive coups in Lebanon and  Ceylon, and 
(he exchange of violence between the Israelis and the Syrians in the 
Lake Tiberias  region.

Such events must, of  course, be balanced against encouraging devel­
opments in the region during the past year. In  Turkey there has been 
a retu rn to constitutional government ; in Pakis tan a new constitution 
has been promulgated; elections in India  and Greece have reaffirmed 
the democratic na ture of the political structu re of these countr ies; and 
in I ran  the Shah and his  Ministers have courageously launched a new 
land reform movement and taken steps to correct abuses in Govern­
ment. As you know, togethe r with Queen Farah, the Shah recently 
paid a state visit to our President. We believe th is visit has served to 
cement constructive relations between the two countries. Far - 
reaching, comprehensive economic and social development programs 
of India  and Pakis tan have made fur ther rapid  strides. Greece and
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Isr ae l have ma intain ed hig h rat es of  economic grow th.  In  Saudi 
Ar ab ia the  (lovernm ent, wi th the  assi stance  of  pr ivate consu ltants , 
has  given incre ased  a tte nti on  to ext end ed economic dev elopment  pl an ­
ning. In  t he  U AR  t he (lo vernm ent has un derta ken a bro ad pro gra m 
aimed at sta bil iza tio n of i ts cu rrency and long-ra nge  economic dev elop­
ment .

AS SIST AN CE  IN  EC ONOM IC  DE VE LO PM EN T

We wish  to  see th e na tio ns  in the Ne ar Ea st  a nd  so uth  A sia  develo p, 
economically and politi ca lly , w ith  i ns tit ut ions  so s tro ng  th at they need 
not fear  loss of independence fro m ei ther  Com munist  subversion or 
external att ack. We wish to see th em  prosper  an d pro gress to such an 
exten t th at  in time  they, too, as mem bers  of  the free com mu nity of 
na tions  can  a ssist  o the r countr ies  less  f or tuna te . In  th is  r espect I am 
pleased to say that ou r Eu ropean  fri en ds  and  J ap an  h ave  joined  us in 
ass ist ing  wi th the economic  develo pment of many countrie s in t he Near 
Eas t and  s outh  A sia. I th ink th at  d ur ing the c oming  fiscal year  these 
jo in t effo rts, tog eth er wi th the  inv aluabl e help of the  In ternat iona l 
Bank fo r Recons tructio n and  Dev elopment , will become inc reasingly  
im po rta nt  as a source  of fina ncing lon g-term  req uir ement s o f countr ies  
in our  area .

SI NO-S OVIE T PR ES SU RE

As you know, the  S ino -So vie t coa lition has  main tai ne d un rel en tin g 
pre ssu re in the  area and con tinues  to channel  more than  60 perc ent  o f 
its foreign  mili tary  and economic aid  efforts to countrie s in the Near 
Ea st  an d south  Asia. Despi te t hi s a id and the  uns et tli ng  even ts w hich  
I have men tioned, the bloc has not succeeded in su bv er tin g any  of  the 
cou ntr ies  of  the Near Ea st and sou th Asia.  In  large  pa rt  th is may  be 
at tr ib ut ed  to the  reso lute  de ter minati on  of the  countrie s in the  area 
to ma intain  thei r independence. These  countrie s want to advance, 
bu t not at the cost of  thei r freedom . The ir  resolve on both scores , I 
believe, has  been much rei nfo rce d by the  aid  prog rams which we and  
ou r allie s have ma intain ed. These prog rams hav e not only  offered 
the recipie nt cou ntri es alt erna tiv es  to the  Sin o-S oviet  bloc as a source 
of  m uch needed assis tance, but the y have  e nab led  us a nd  our  associa tes 
in th e f ree world to  work to ge ther with cou ntr ies  in the  are a to improve  
the lo t of th ei r citizens.

IN TR ARE GIO NAL DIS PU TE S

I  should like to re tu rn  a moment to the  quest ion  of in tra reg ion al 
disputes  in the area. They are  no t only  a source o f c on tin uin g tens ion 
and a th reat  to the  peace,  but  they also result  in the  dis sip ation  of 
ene rgies and  resources badly  needed fo r in ter na l dev elopment . You 
rea di ly underst and th e problem  which thi s poses fo r us  in the f ormula­
tion of our aid  pro gra ms . Accor dingly , we are ale rt to every op po r­
tu ni ty  to help resolve these di spu tes . However , th e c ountr ies  i nvolved 
are  sove reign and  there  is a lim it to what we can  do to assis t in the  
resolu tion  o f these  conf licts. To a tte m pt  to den y all aid  as a leve rage  
to  br ing about solu tion s of large ly in tra ctab le  conflicts, in ou r ju dg ­
me nt would be impra ctical . Such an act ion  mi gh t pro ve co un ter ­
productive and  fur th er  lim it any usefu l role w hich we can play  in  these 
conflicts. As you know, these  in tra region al  disputes  involve deep-
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rooted emotions of newly independent countries, each sensitive to any 
infringement of its dignity or freedom of action. In my opinion, 
these disputes require the balm of time, patience, and persuasion.

My colleagues in AID  will deal in more detail with the various 
aspects o f this fiscal year request for our area which includes $110.1 
million for support ing assistance, down $153.1 million from last year’s 
actual total. Development gran ts are proposed at a level of $78.1 
million. The major pa rt of  economic assistance is now being provided 
through development loans. Although development loans cannot 
be precisely programed, it is expected th at they will be in the magni­
tude of $850 to $950 million. This  is in adherence to our policy, begun 
last year, to emphasize loan type of assistance ra the r than  grant aid. 
Food for peace will also undoubtedly be supplied in substantia l 
amounts as needed.

I would like to dwell now in a little more detail on a number of pol i­
tical and economic issues which warrant  fur the r explanation.

ARAB-ISRAELI RELATIONS

Fundamental aspects of the Arab-Israe li situation have not changed 
greatly. You will recall tha t since last summer an initiative, the first 
in a number of years, was undertaken under United Nations auspices to 
deal with the most difficult and trag ic aspect of the Arab-Israeli ques­
tion—the problem of refugees. The Palestine Conciliation Commis­
sion, a three-nation United  Nations body composed of the United 
States, France , and Turkey,  was charged by the 15th General Assembly 
to pursue its efforts for  implementation of paragraph 11 of U.N. Reso­
lution 194 (3d General Assembly) under which the refugees could be 
offered the alternative of repat riation to th eir homes or compensation 
and resettlement elsewhere.

Dr. Joseph E. Johnson, president of the Carnegie Endowment for 
Internat iona l Peace, was appointed by the Palestine Conciliation Com­
mission to act as its special representa tive to discuss with the govern­
ments directly concerned means for making progress on the refugee 
issue. Afte r a visit to the countries in the Near East, Dr. Johnson 
presented a report to the Commission during  the 16th General Assem­
bly. During this General Assembly the United States  introduced a 
resolution, which was passed, directing the Palestine Conciliation 
Commission to continue the efforts initia ted by Dr. Johnson. Dr. 
Johnson has accepted reappointment as special representa tive and has 
now completed a second round of discussions with the governments 
directly concerned. We are most g ratefu l to this distinguished and 
capable American for  his willingness to undertake such a difficult task. 
He has our fullest support and good wishes for success. It is gra tify ­
ing to know tha t he is determined to continue h is endeavors which we 
believe represent our best hope at this time for dealing with this di f­
ficult problem.

We have continued to give our full support to those other inst ru­
mentalities of the United Nations which play a vital role in the ma in­
tenance of peace in the Near East.  Thus, we have endorsed con­
tinuance of UNTSO and UN EF. We have encouraged the United 
Nations Relief and Works Agency, which cares for the Palestine 
refugees, to continue its efforts to correct ration roll abuses and to
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insure  th at  only those re fuge es l eg itima tel y en tit led to  rel ief assi stance  
receive it.  By  Novembe r of  1961 in Jo rd an  the  ra te  of  re moval  of un ­
qua lified refugees  a nd  th e s ubsti tut ion , in th ei r stea d, of  qualif ied  pe r­
sons on t he  rat io n roll s had  rea che d ap prox im ate ly 2,000 a m onth.  A l­
thou gh  some delay s have  deve loped  rec ently , we believe the  prog ram 
will  con tinue to  move ahead wi th fu ll support , of the Jo rd an ia n Gov­
ernment. Th e fact  that  refugees  a re now vo lunta rily re po rt in g death s 
is enc ourag ing  evidence th at  UN RW A h as  succeeded in d isp el lin g some 
of the  fo rm er  wides pread susp icion th at  sur rounded the rec tificat ion  
effor t.

CO UNT RY  SI TUATIO N S IN  T H E  NE AR  EA ST

Th ro ug h good use of  U.S.  Gove rnm ent  aid, German repa ra tio ns , and  
pr ivate contr ibuti on s from  abroa d, Is ra el ’s economy con tinu es to reg­
ister impre ssive gro wth . It s  i nd us tri al  sector moves ste ad ily  fo rw ard 
to s hare an inc rea sin g p ropo rtion  o f t he  national produc t. W ith  these  
technical  an d economic advance s, U. S.  a ssis tance to  Is rael  i s now in t he  
for m of foo d-for-pea ce prog rams and develop ment loans.

Th e continued exis tence  of  Jo rd an  as an ind ependent po lit ica l en­
ti ty  rem ains a m ajo r fac tor in the  ma intenance of  peace  and  sta bi lit y in 
the area. Th e main element in ou r A ID  prog ram of ass istance  to 
Jo rd an  is the  gr an t of su pp or tin g assistan ce to he lp Jo rd an  to  meet 
the  b ud ge t costs of  e ssen tial services. We also ass ist Jo rd an  to  ca rry  
on suitable  developmen t act ivi ties. Recen tly  a new gov ern me nt has  
come int o power, and  I hav e been fav orab ly imp ressed  by the ene rgy  
and de ter mi na tio n of the new Pr im e Mini ste r who,  un de r the lea de r­
ship of  Kin g Hus sein, seeks to impro ve in ter na l ad min ist ra tio n and  
expand dom estic  sources  of revenue.

It  is my un de rst an ding  th at  the Government  in ten ds  to  str ength en  
the  civil  service, improve tax an d custo ms ad min ist ra tio n and fiscal 
manag ement , and complete the establ ishment of  an effec tive hig hw ay 
maintena nce  org ani zat ion . The se improvem ents, should resu lt in a 
be tte r u tili za tio n o f the  foreign assis tanc e given Jo rd an .

I would like  to men tion  also th at  because of  the forei gn  aid  which 
Jo rd an  has  received over the  past few years , bas ic in sti tu tio ns  to 
meet edu cat ion  a nd healt h need s have been establishe d, a p rim ary roa d 
system has been almo st completed, and progres s ha s been made in 
ex ten ding  irr igated  acreage. The Government  rec ently  pub lished  
a 5-y ear  economic develop men t pla n which sug ges ts fu rt her  possibil­
ities  fo r expand ed pro duction , pa rti cu la rly  in ag ric ul tu re , tou rism, 
and th e ex tractive  indust ries.

As I mentioned  earlie r, Sy ria  severed its re la tio ns  wi th the  Un ite d 
Ara b Republic and  has  become an ind ependent na tio n,  although 
rec en tly  the re has  been a str ug gle going  on in Sy ria  between va rio us  
m ili ta ry  and  civ ilia n elem ents  in which  Syr ia ’s re lat ions  wi th the 
Uni ted Ar ab  Rep ubl ic have been one of the focal issues.

Fo llo wi ng  th e loss of Sy ria , the  U ni ted  Ara b Re pu bl ic in sti tu ted a 
seri es of  seques tra tions in Egypt which res ult ed  in  the na tio na liz a­
tion  of  man y major  aspects of  the  Un ited Ar ab  Re publi c economy. 
At  the  same tim e (he Gov ernment of the  Uni ted Arab Republic in­
tensified its  int ern al economic and social dev elopment  prog ram s, in­
clud ing economic plan ning  act ivit ies . Our  ass ista nce  to the  Un ite d 
Ara b R epublic  ha s consisted p rin cipa lly  o f commodity  sales un de r the
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food fo r peace program. This aid lias helped the United Arab lie- 
public to meet its  domestic food requirements, and the local currency 
proceeds have lieen applied  to internal economic development. The 
Public Law 480 program also alleviated balance-of-payments diffi­
culties resulting from decreased exports caused by a reduct ion of 30 to 
40 percent o f i ts 1961 cotton crop. Recently we have agreed to pa r­
ticipate in a financial stabilizat ion program worked out between the 
United  Arab Republic and the International Monetary Fund . We 
expect other countries to lie contribu ting to this program also.

Although the U.S.S.R. has continued to furnish  milit ary and eco­
nomic assistance to the United Arab Republic, the lat ter  has main­
tained an independent foreign policy posture and its firm opposition 
to internal Communist subversion.

GR EE CE , IR A N , T U R K E Y , AND  C YP RU S

U.S. relations with Greece continue to benefit from the large res­
ervoir of Greek good will toward  us, resulting particularly from the 
Truman doctrine which provided aid for Greece at a critical hour. 
Greece has given us virtu ally complete support for our policies in the 
United Nations  and has endeavored to meet its obligations under 
NATO. The Greek Government under  Prime  Minister Caramanlis 
cont inues to demonstrate stability.

Prime Minister Caramanlis emerged successfully in the last election 
of October 29, 1961. He obtained 51 percent of the popular vote and 
the pro-Communist EDA  par ty was rebuffed, its percentage decreasing 
from 25 to 14 percent. However, the Communist opposition is still 
a potential  thre at to Greece. The non-Communist center group has 
increased i ts st rength in the Parli ament and is seeking to assume the 
role of the pr incipa l opposition, a position formerly held by the Com­
munists. Faced with social and economic problems plus Communist 
pressure from within and without,  the Greek Government realizes 
tha t it must concentrate its atten tion on economic development, while 
keeping up its defense to confront Soviet and bloc pressures on its 
frontiers.

Economically Greece continues to make good progress. We be­
lieve that U.S. economic assistance to Greece in the future should be 
in the form of loans for development projects  and programs rather 
than  grant supporting assistance, and accordingly, we are changing 
the nature  of our program there. The Greek Government has ex­
pressed concern over this change, but we are convinced that  the t ransi­
tion from grants  to loans can lie made without jeopardizing ei ther the 
economic progress or  the political s tabili ty which now exist.

Tran continues to be a valued ally of the United States. Iranian- 
American cooperation and Tran's alliance with the CENTO nations 
have been two of the foundations of Iran's  foreign policy. Its  rela­
tions wi th the Soviet Union still center about the abusive propaganda 
attacks broadcast by radio Moscow and several smaller transmitters, 
and on a lternating  diplomat ic threats and blandishments. Tran has 
demonstra ted courage in facing these attacks.

Internally , the Iran ian Government has initia ted significant land 
and fiscal reforms. Serious inflationary pressures and balance-of- 
payments problems have become manageable through adoption of a
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stabilization program, enforcement of  import controls, lending limita­
tions, and Government budget policy. Pilot project areas have been 
designated for the country's first general land reform program, and 
the Government has very recently begun dividing some of the land 
among the peasants. Init ial steps have been taken which can lead to 
significant reforms in personnel, taxation, and budgetary policies. 
Despite attacks from extremists of both right  and le ft, the Shah con­
tinues to support these reform objectives. The general outline of a 
third  economic development plan for 51/k years, to begin in September 
1962, was initiated  sometime ago and is now at a relatively advanced 
stage with fur ther  detailed work still underway. While all of these 
developments are encouraging, there is evidence that a different set of 
short-term problems was intensified. The impact of the stabilization 
program resulted in some slowdown in construction and business 
activity, and the short-term prospects of increased tax revenues from 
existing taxes and collection systems to meet increased public sector 
expenditures have declined. Some accelerated credit expansion is 
now accepted as public policy. Other self-help measures to make 
better use of Iranian resources are also necessary and are being con­
sidered by the Government of Iran. We are hopeful that with de­
velopment loan assistance Iran will continue on a constructive course.

The new Turkish constitution, accepted by a public referendum in 
July 1961, is based on democratic principles and institutions. A coali­
tion government with Ismet Inonu as Pr ime Minister  was formed as 
a result of national elections in October 1961. Its  program, which 
was approved by the Grand National Assembly on December 2, 1961, 
emphasized the need for domestic political tranquil ity and economic 
development. The Turkish  Government reiterated its strong attach­
ment to NATO, CENTO, and the U.N. and affirmed i ts determination 
to follow its pro-West foreign policy.

Governmental delays in tackling important social and economic 
problems and a growing dispute over the question of amnesty for 
former Government officials led to the resignation of Prime Minister 
Inonu and his cabinet on May 31. Mr. Inonu has made it clear tha t 
in forming a new government he will not sacrifice the principle of 
dealing with importan t problems first.

A very poor wheat crop, which necessitated imports of about 1,500,- 
000 tons of Public Law 480 wheat during fiscal year 1962 to maintain  
domestic consumption, and unsettled political conditions have con­
tribu ted to the continuation of a recession which started  about the 
time of the coup d’etat of May 1960. Of special in terest is a 5-year 
plan for the period 1963-68 now being p repared by the Turkish State 
Plan ning  Office and which should be ready for cabinet consideration 
this summer.

The Republic of Cyprus is now nearly 2 years old. During this 
period it has succeeded in preserving internal stabil ity despite con­
tinuing and difficult problems deriving from disagreements between 
the island’s Greek and Turkish communities. These disputes revolve 
around differing constitutional interpretations regarding their respec­
tive roles in the government. While electing to pursue nonalined poli­
cies in world affairs, the Cypriot Government has shown itself able 
and willing to draw ethical and moral distinctions between Commu­
nist and free world positions on key interna tional issues. This was
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demonstrated by President Makarios’ pro-Western stand on Berlin 
durin g the Belgrade Conference of neutra list states in September 1961 
as well as during his recent state visit to West Germany.

During his recent visit  to the United States as the guest of President 
Kennedy, President Makarios made clear his Government’s deep moral 
commitment to the same fundamental principles of individua l liberty 
and democracy which underlie our own national  objectives.

We have provided Cyprus  with Public Law 480 food grain  assist­
ance and have begun technical assistance projects in various fields. 
The Government of Cyprus  is now preparing projects for considera­
tion for development loans. Significant amounts of economic ass ist­
ance are also being furnished, or are expected to be furnished, by the 
IBRD, West Germany, the United Kingdom, and the U.N.

SO U TH  AS IA

The basic issue in South Asia, as I see it, is whether the free so­
cieties of the area, with the assistance of the West and Japan,  can 
achieve the social and economic modernization tha t is thei r great 
ambition without succumbing to the claims of Communist powers 
that they know the best road to progress. That  the Communist 
powers have high ambitions in South  Asia is c learly evident. How­
ever, I firmly believe tha t we, in association with the more pros­
perous nat ions of the free world, have the capabili ty and will to en­
able the South Asian nations to win thei r victory over poverty and 
disease. Needless to say, immense difficulties are ahead for all of us 
in th is effort, and I ask yo ur patience and help in enabling us to dis­
charge our responsibilities.

Despite the Goa crisis, the difficulties between Pakis tan and Af ­
ghanistan which led to a border  closing and the breaking of diplo­
matic relations, and other  unsett ling events in South Asia, I be­
lieve that, if we can look beyond these situations, we will find tha t 
progress has been made in the general direction of economic and so­
cial development. Furthermore, the movement in Pakis tan toward 
a retu rn to constitu tional life is encouraging, and the Indian elec­
tion within the framework of representat ive democracy is reassuring. 
The temporary reopening of the Afghan-Pakis tan border, from Ja n­
uary 29 through March 29, permit ted the movement of Afghanistan 
of some 25,000-30,000 tons of U.S. aid materia l and enabled resump­
tion of activity on all U.S. projects for the coming few months. 
We are also testing  the feasib ility of a transit route throu gh Iran  
to supply our AID program.

The statement to be presented by my AID  colleague, Mr. Gaud, 
and the individua l country  studies included in our fiscal year 1963 
presentation to the Congress contain, of course, considerable data 
regarding  the programs in South  Asia. Nevertheless, I would like 
to say a few words about them, because they are political ly important 
in tha t these programs enable us and the South Asians to pursue to­
gethe r objectives of common concern, that  is, affairs, pertaining to 
the ir welfare and ours.

Indi a's thir d 5-year plan  contemplates an expenditure of $24.4 bil­
lion, an amount roughly equal to the total of the first two economic 
development plans, the last of which ended last year. Of this 
amount, India  is now depending on foreign aid for  about $6.5 billion,
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inc lud ing  Public Law 480 supp lies . In  May  of 1961 a con sor tium  of 
free world  countries and  ins tituti ons, meetin g under the  auspices of 
the  Int ern ational Ban k fo r Recon struct ion  and  Dev elopme nt, com­
mitted $2.3 billion of foreig n exchange tow ard  thi s t ota l. The Un ited 
State s offered to provide $1,045 mi llio n of  thi s amoun t, pro vid ed its 
offer was matched  by the  tot al of the  contr ibu tions  of the  o ther  mem- 
l>er countries. In  my view, the  success of  the  th ird 5-y ear  plan will 
bu ttre ss the  sup ports  fo r In di a' s dem ocratic  system and  enab le it to 
wi ths tan d pressures  on its  fro nt iers  with Com mun ist China .

Pa kista n is now in the  second ye ar  o f its second 5-yea r plan. This 
second plan  envisages tot al develop men t expenditu res  of  about $4.8 
billion. In  J an ua ry  o f t hi s y ear a consortium, also meetin g unde r the 
sponsorship of the In te rn at iona l Ba nk  fo r Recons tructio n and  De­
velopment, committ ed $945 mil lion  in aid tow ard  Pa ki stan 's fore ign 
exchange  requ irem ents fo r the  second and th ird yea rs of  its  second 
plan. The  U .S.  commitme nt amoun ts to $500 mil lion . The plan  calls 
for conside rable str ength en ing of  t he ag ric ult ural  sector, a major  de­
ficiency in the  previous plan. Th is is anoth er im po rta nt  instance  
where the  long-te rm c ommitmen t autho rit y has been a va luable  asset.

A mat ter to which I pa rt icul ar ly  invite your  att en tio n concerns 
the. appeal to Pre sident Ken ned y made  by Presi dent Ayub last year 
for  help  in com ba tin gth e baffling proble m o f w ate rlogging  and  sa lin ity  
which is now rem oving from  pro duction each year more  tha n 100.000 
acres  of far mland . In  fac t, so much land is being lost th at  pro gress 
in the ag ric ul tu ra l sector un de r the  second 5-year pla n could  be easily 
offset bv thi s loss. In  response. Presi dent Kennedy  sent to Pa kista n a 
team of experts , headed  bv hi s science adv iser , which is now pr ep ar ­
ing a rep ort  on it s review o f th is m ost difficult p roblem.

I do not th ink  th at  T need say much abou t the  In du s waters  p roject  
in th is stat eme nt since I  know the  comm ittee  is fa m ili ar  with th is 
deve lopm ent. You will reca ll th at  th is proje ct was designed by the  
In ternat iona l Bank fo r Recon stru ctio n and Developmen t in an effor t 
to end the dispute between In di a and Pa ki sta n ove r the  use of the  
waters  of the In du s Rivers system. Two  of  the  major  con tracts  in 
the  pro jec t—one fo r the  con stru ctio n of the  Mangla Dam on the  
Jhelu m Riv er and one fo r the  con stru ctio n of  the  Tr im mu -Sidhn ai 
link ca nal—have been a warde d to American  firms.

W ith  reg ard  to Af gh an ist an , we a re explo rin g ways  o f ach iev ing  a 
permanen t sett lem ent  of the  impasse with Pa kista n.  In  the  mean­
time we and the Afgh ans a re con sidering the survey of  a possible  com- 
pleme nta rv rou te th roug h Tran, large ly on the  prem ise th at  the  more 
access A fgh anistan  h as to the  fr ee world the  be tte r. Given con tinuous  
feasible access to  Af gh an ist an , I l>elieve t ha t it will be in ou r inte res t 
to fur nis h support  fo r a mu nber of im po rta nt  pro jec ts in Af gh an ist an  
and thu s lessen the  da ng er  of forci ng  t ha t country  into total depend­
ence on the Soviet Union . T must say th at  the  Sov iets  are deeply in ­
volved in Af gh an ist an ’s m ili ta ry  and economic p rog ram s, but  t hi s f act  
should not blind  us to the  tra di tio na lly  deep  passion of  Af gh an s fo r 
freedom nor s tan d in the way of  ou r help ing  them to preserve  i t.

In  conclus ion. I  wish to s tat e th at  although in o ur  area the  problems 
are  many  and difficult of solu tion , T am conv inced  that , wi th de ter ­
mination and your  help , we can do the  job.
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Mr. P assman. Thank you very much, Mr. Secretary.
We shall now hear from Mr. Gaud, the Assistant  Administra tor, 

Bureau fo r Near Ea st and South Asia.

Sta teme nt  of A ssist ant A dministra tor  for Near E ast and Sou th  
A sia , A gency for I nterna tio na l D evelo pment

Mr. G aud. Mr. Chairman and members of the committee, I ap ­
preciate the opportuni ty to come before you to urge your approval  of 
the tiscal year 1963 funds needed fo r our program s in the Near Eas t 
and south Asia. In  my opinion the amounts requested are the mini­
mum necessary to promote U.S. objectives in the region.

summ ary of proposed programs

The following table summarizes the broad totals for the three types 
of aid and compares the amounts recommended with the tiscal year 
1961 and fiscal year 1962 programs. This table shows our latest in­
formation and reflects changes in the tiscal year 1963 program made 
since the presentation books were prepared in March.

A ID  programs in  the Nea r East and south Asia
[In millions of dollars]

Fisca l year 
1961

Fiscal  year 
1962

Fiscal  year 
1963 (recom­

mended)

Developmen t loans . __ __________________  ________ 377.5 759.5 850.0-950.0Deve lopm ent gran ts (formerly technical cooperation).............. 68.6 64.3 78.1Suppor ting  assistance (formerly  defense supp ort or special as-sist anc e)____________ 284.1 253.1 100.1Grant s______  ____ (284.1) (210.1) (100.0)Loans.................. ............................. (43.0)

The main feature of our proposals, which stands  out , is the  extent 
to which, in this region, the emphasis is sh iftin g from gran ts to loans, 
an emphasis which started last year, which we are continuing now, 
and which we hope to continue in the future.

The t rends  in our programs in this region are  given by country and 
by type of  assistance in the table on page 180, volume il l of the  pres ­
entat ion books—the dark brown volume. We now have filial fiscal 
year 1962 program figures. I am circulating  a revised table, corre­
sponding to tha t on page 180, which shows the  actual fiscal year 1962 
program. In my discussion of fiscal year 1963 program trends I shall 
refer to  the figures in this revised table.

In addition  to the foregoing programs I  would like to support the 
request for funds for our fiscal year 1963 contribu tion to the Indus  
Basin Development Fund and to provide any fur the r information 
you may need concerning this item.

Mr. P ass ma n. So that  we shall not become confused, are  you deal­
ing with what the other people from the sta rt of the hearings have 
testified to, or have you something supplementary to the books from which you are testifying?

Mr. G aud . The only thin g in here which is supp lementary to this 
book is tha t tha t book was prepa red in F ebruary or March.
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Mr. Passman. You are discussing it on an up-to-date basis?
Mr. Gaud. I am discussing the fiscal year 1962 figures as they were 

at the end of the fiscal year, as far as we now know them.
Mr. Passman. The only th ing we have to go by in our  research, cer­

tainly, is your books. If  we sta rt getting information different from 
what you have in the books, it will be rath er difficult to reconcile. 
We shall try, however, to work it out. I would have thought you 
would have been told to go as far  into it as you want to, as long as 
you do not give us two different sets of  figures to go by, and tha t is 
exactly what you have done. When we star t asking questions out of 
the books, they will be different from what von have here. But T 
think the committee may be able to understand it. You may proceed, 
sir.

Mr. Gaud. Very good, sir.

DEVELOPMENT LOANS

In fiscal year 1961. in this region, development loans totaled about 
$377 million, and in fiscal year 1962 they rose to $759.5 million.

For next year we are asking, as you see. for  development loans, ap­
proximately $850 to $950 million. This is a range because it is impos­
sible to tell th is f ar ahead what is going to happen in particular coun­
tries with particular plans and projec ts.

We know what our commitments a re to In dia  and Pakistan.  But 
in the other countries in the area it is impossible to predict,  with  pre­
cision, this f ar  ahead. The estimates have been arrived at on the basis 
of studies  conducted by the A ID missions and reviewed and screened 
in Washington. They represent our best estimate of loan applications 
in hand or  in prospect which can and should be approved by the end 
of  June 1963.

Development lending
[Loans au thor ized  in mil lions of dolla rs]

Fiscal ye ar  
1961

Fiscal ye ar  
1962

Fiscal ye ar 
1963

(proposed)

In dia _____________________________  . _ . . .  _________ 180.1 445.9 450.0
Pak is ta n__  __ ______________ 27.2 207.9 225.0
T urk ey . ....  .................................... ............................- 117.3 10.0 —
Ira n 37.2 6.0 —
Gr eece .. . . . .  __ 10.0 —
Isr ae l_______  . _____  . . .  _________________  ______  .. 16.0 45.0 —
Other  . -0 .3 34.7 —

(U AR) (- 0 .3 ) (20.0)
(S yr ia ). . ( ) (14.7)

T o ta l . .. __________________________________________ 377.5 759. 5 850.0-950.0

India and Pakistan have received assurances of ILS. assistance at 
specific levels, subject to contributions by o ther consortium members 
and appropriation of funds. The TT.S. commitment to Pakis tan for 
fiscal year 1963 includes $225 million of development loans. For  the 
second year of Ind ia’s third 5-year plan our commitment will require 
development loans of up to $450 million. This commitment is contin­
gent upon appropriate  contributions being offered by the Interna tional 
Bank for Reconstruction and Development and other free world 
countries.
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Turkey is prepar ing a long-term development plan which the United 
States  expects to support in concert with other developed countries 
and development financing institutions. We also plan to join with 
other countries in providing necessary development loans to help carry 
forward Greece's development programs. In  these countries it is 
essential tha t the trans ition  from supporting assistance grants to 
major development financing be handled smoothly. We believe that  
the trans ition  can be made successfully in Greece in fiscal year 1963. 
In Turkey we anticipate terminating supporting assistance some time 
afte r fiscal year 1964.

We also hope that this year Ira n will complete preparation of its 
thir d long-term development plan  and tha t it  will be possible to orga­
nize coordinated suppo rt for this plan under Inte rnat iona l Bank for 
Reconstruction and Development auspices. When I ran will be ready 
to proceed with a comprehensive plan is somewhat uncertain  because 
of recent changes in the Government. We do not intend to resume 
supporting  assistance budget support, however, and we are prepared 
to continue development loans for  high priority development activit ies 
pending completion and review of the plan.

In Israe l also we plan to make development loans. Israe l faces a 
sharp reduction in reparations  and restitution payments from Ger­
many and needs a continued large inflow of capita l to sus tain it s high 
rate of investment.

We have indica ted to the United  A rab Republic Government tha t 
we are p repared to consider a reasonable volume of development loans. 
On the basis of loan applicat ions received to date it appears t ha t the 
total might  be about $40 million. This  assistance would help the 
United Arab Republic to press forward  with its  economic development 
program and reduce its dependence on assistance from the Sino-Soviet 
bloc.

I t is less easy to forecast development lending in the remaining 
countries in th e region. It  appears likely tha t loan applications will 
be received from Syr ia, Cyprus, Afghan istan, and Jo rdan fo r projec ts 
which will promote economic development and contribute to the 
strength and stabi lity of these countries, and tha t some such app lica­
tions will be approved. Some applications  have already been received 
and are being reviewed.

In  most cases loans in the Near Eas t and south Asia region will be 
for specific development projects. Program loans—those which are 
for the financing of needed imports in development programs—will 
be made only where they are the most effective means of supporting 
sound development. During fiscal year 1963 we expect to provide pro ­
gram loans to India, P akis tan, Greece, and Israel—and perhaps others.

DEVELOPMENT GRANTS

Near Eas t and south Asia country development grant programs 
total ing $78.1 million are proposed for fiscal year 1963. This is an 
increase of $13.7 million over fiscal year 1962 obligations.

The main purposes of our development gran ts are to help the host 
government  plan tota l or sector development programs, economic 
policies, and important projec ts; to establish educational institutions  
adequate to meet the needs for technical and managerial personnel;
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and to train and advise those responsible for important development 
activities. In most countries a well planned and executed development 
grant program is an important precursor of and complement to the 
development program.

The development gia nt programs ended in Greece and Israel in 
fiscal year 1962, and will end in Lebanon in fiscal year 1963. These 
countries have developed extensive domestic technical skills and can 
now finance outside technical services from their  own budgets i f such 
assistance is needed. Throughout the region it is our goal to eliminate 
all grant projects that will not make significant contributions to the 
development of the countries involved and which do not meet the new 
legislative criteria. About 140 projects have been terminated and 
others are scheduled for termination as soon as practical.

We propose increased fiscal year 1963 development grant programs 
for nine countries. These increases total $19.4 million. Decreases in 
six programs (including the three terminating programs) total $5.7 
million. Two programs will continue at the same rate. As you can 
see from the table which I have distributed, the larger  Afghanis tan 
program accounts for close to  $12 million of the increase—more than 
half of the total planned regional increase. This increase occurs 
partly because four continuing long-term projects, formerly funded 
under special, then supporting assistance, will be shifted to develop­
ment grants  in fiscal year 1963, in the  interest of clari fying  the nature 
of the program. In addition, we are planning a considerable expan­
sion of the education and agriculture programs.

We also plan an increase of $2 million in the Pakistan development 
grant program, some of th is to fund extensions of contracts for long­
term projects, and some to expand the number of technicians in on­
going agr icultura l extension and public administra tion projects.

The United Arab Republic program will be increased by $950,000, 
with emphasis on raising the level of agricultural productivity, creat­
ing new insti tutions for the t rain ing  of skilled manpower, and estab­
lishing industrial management advisory centers.

The Turkey program rises by $1.1 million : Funds for contracts to 
carry out new projects in the fields of economic sta tistics and research, 
sector planning, and educational institutions  explain  this increase.

We plan to increase the I ran  program by $950,000 mainly to finance 
contracts in new or enlarged projects in the field of education and 
health.

The Iraq  program was planned to rise by $300,000 to fund the third  
year of the contract signed with the University  of Texas in fiscal 
year 1961.

We expect to increase funding of the Nepal program by $800,000 
in fiscal year 1963. This increase will fund the final U.S. contribu­
tion to the India-United States-Nepal financed road project.

We contemplate expanding the development gra nt program in Syr ia 
beyond the one continuing project, but we have not yet discussed areas 
of possible assistance with the new Government. The development 
gran t program for newly independent Cyprus which was launched in 
fiscal year 1963 has been expanded since the preparation  of the con­
gressional presentation. It concentrates in the prio rity  areas of de­
velopment planning, development banking, agricultu ral extension and 
marketing, trade union organization and operations, and police train -
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ing. This program is expected to increase from $680,000 in fiscal year 
1962 to $850,000 in fiscal year 1963.

SUPPO RTING  ASSISTANCE

In fiscal year 1963 supporting assistance is proposed only for 
Turkey, Jordan, Yemen, and the CENTO civil airway project. Re­
quests total $100 million as compared with $253.2 million in fiscal 
year 1962 and $284.1 million in 1961.

In Turkey supporting assistance was cut from $90 million in fiscal 
year 1961 to $58 million in 1962. The amount recommended fo r fiscal 
year 1963 is needed to sustain the imports tha t Turkey must have 
during this critical year. Without this amount, Turkey would be 
unable to sustain its economy and its milit ary forces while complet­
ing preparation of its 5-year plan and arra nging the necessary long­
term development financing for the  plan.

In Jordan , the national budget depends upon outside contributions. 
The proposed reduction in fiscal year 1963 assumes that  more internal 
resources can be mobilized than has been the case in the past. Sup­
porting assistance proposed for Yemen in fiscal year 1963 is the 
minimum required to proceed effectively with present  projects . Sup­
port proposed for the CENTO airway project  will enable it to con­
tinue on schedule.

T should mention one additional requirement for supporting assist­
ance which was not anticipated at the t ime these books were prepared 
but which now appears likely. Las t fiscal year the United Arab Re­
public encountered a severe foreign exchange crisis largely  by reason 
of crop failures  and the re sultant sag of export earnings. The United 
Arab Republic appealed to the Internat ional Monetary  Fund for help 
and worked out with the In ternational Monetary Fund  a program for 
meeting the crisis and adjusting  i ts policies and programs  more re al­
istically to the foreign exchange resources in sight. The International 
Monetary Fund authorized drawings of $42.5 million to ease the 
adjustment. We agreed to provide $20 million as a support ing assist­
ance loan to help the United Arab Republic  to meet its immediate 
import needs. We also indicated tha t if the  United Arab  Republic 
could raise over $20 million from other free world sources, we would 
consider increasing our credit on a matching  basis by up to $10 
million, provided funds  were available. It  now appears likely that 
the United Arab Republic will succeed in securing more than  $20 
million from other countries and consequently tha t we will be called 
upon to provide all or part of the additional' $10 million during the 
current  fiscal year.

INDU S BASIN  DEVELOPMENT FU ND

W e are recommending $30 million for fiscal y ear 1963 for the U.S. 
dolla r grant contributions to the Indus Basin  Development Fund.

In  prio r years, the responsibil ity for support ing the appropr iation 
for the Indus Basin rested with the In ternation al Organizations Div i­
sion of the State  Department. Tha t responsibility has been tra ns­
ferred to the Near Eas t and south Asia region, and there fore I  am 
bring ing this up here  today. I  just  wanted to mention that .
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Mr. P assman. ITas the estimate been set down in your region, and 
if so, where will we find it ?

Mr. Gaud. It is still in the International Organizations. The 
decision-----

Mr. Passman. Would it he appropria te for you to testify if it is 
not in this committee ?

Mr. Gaud. It  is certainly in this committee, sir.
Mr. Passman. In this estimate tha t we are considering?
Mr. Gaud. No, sir. If  the committee prefers,  I will come up here 

when Mr. Cleveland comes up, to te stify  on tha t subject.
Mr. P assman. That  is when we want to take it up. Meantime, the 

estimate will be down and we can study it. We are dealing now with 
something entirely different from what we would have dealt with 
had we conducted the hearings  earlier. We could not, however, be­
cause you folks were slow, I suppose, coming up with the authoriza­
tion request. So, again we jus t do not have the time to go into these 
hearings adequately. If  you star t changing the system by which we 
are considering this program at this late date. I do not know how 
fouled up we will get. If  it is to be brought before this committee 
in that form, we shall consider it when Mr. Cleveland comes up. Who 
is Mr. Cleveland?

Mr. Gaud. Mr. Cleveland is the  Assistant Secretary  of State who 
deals with international organizations.

Mr. P assman. I want the record to show we have specifically re­
quested that this not be brought up today, and the committee’s wishes 
were ignored. That is a matter which we shall discuss la ter, if nec­
essary. Kindly  proceed, Mr. Gaud.

Mr. Gaud. Very good, sir.
I know you are fami liar with this important program, which was 

explained fully to the Congress before we agreed to  p artic ipate  in it. 
It  is of the utmost importance that we continue to support it. Our 
participation was covered initially by section 404 which was added in 
I960 to the Mutual Security Act of 1954. Section 303 of the Foreign 
Assistance Act of 1901 deals with this subject. Und er the agreement 
governing this fund our payments are made in response to semiannual 
requests from the TRBD, which administers the Fund, on the basis 
of its estimate of the amount needed for expendi tures during the 
following 6 months.

The description of th is item appears in the section on “Contributions  
to Inte rnational Organizations’’ on page 230 in volum IV of the pres­
entation books—the light brown one.

The actual fiscal year 1962 figure turned  out to be $34.5 million— 
$14.5 million higher than had been estimated earlier. This increase 
resulted mainly from the fact that the contracts let for some of the 
major  works required higher initial payments than had been antic­
ipated. The estimate for fiscal year 1963. however, remains at $30 
million as shown in the presentation book.

objectives and progress

Our pr imary  objective is to achieve sound economic development in 
these countries, with the countries making the maximum practical 
contribution to their own development—in other words to foster and
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fur the r their development but insist tha t they do what they can in 
partnership with us.

What can be achieved varies considerably from country to country. 
Some countries are well endowed with competent administra tors and 
planners and can be expected to do a lot for themselves. Other  more 
primitive  countries can do much less. In some, milit ary and political 
exigencies limit what can be achieved.

On the whole the efforts being made by the countries of the region, 
particularly  the ma jor countries, are heartening.

IN D IA

India  is the  most populous country by far  in this region and our 
economic assistance program for  India is the largest. India now has a 
comprehensive economic development program in full swing. It is 
in the second year of its thir d 5-year development program. The 
plan has been reviewed and endorsed by the International Bank for 
Reconstruction and Development and by a consortium of free world 
countries, including the United  States. The total scale of India ’s 
development effort has been stepped up sharp ly from second plan 
levels. Total outside assistance has risen to over $1 billion a year. 
Ind ia has taken an impressive range of self-help measures. During 
the past 5 years it  has succeeded in ra ising pe r capita income by about 
2 percent per year. Many problems still exist but it is addressing 
these problems vigorously. India  seems likely to maintain good 
progress if sufficient outside help can be made available. We plan to 
continue to provide a large volume of assistance in cooperation with 
other countries and international agencies.

PA K IS TA N

Pakistan , too, is now committed to a comprehensive economic de­
velopment program. The second year of the second 5-year plan has 
now ended. This plan is nearly double the size of the first plan and 
has been pursued with determinat ion by the Government of Pakistan.

Pakistan's plan has also been reviewed by the IBRD  and by a con­
sortium of aid-giving nations. In the most recent meeting of the 
consortium in Janu ary  1962, the plan was found worthy of support. 
Foreign exchange assistance of some $945 million was committed by 
the consortium members to meet the plan requirements for outside help 
during its second and third years. We have agreed to provide $500 
million of th is total in add ition to our food-for-peace program.

E L IM IN A T IO N  OF  SU PP ORTIN G ASS IS TA NC E TO PA K IS TA N

In  view of Pakistan's effective development program and of the 
great ly stepped-up development lending committed in support of that 
program, we can now eliminate our supporting assistance grant pro­
gram for Pakistan.

Mr. Passman. I thought I read in the pape r that  we had just 
made another commitment for $500 million.

Mr. Gaud. I can explain tha t, i f you like.
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Mr. P assman. Was it an acc ura te sta tem ent  in the pa pe r th at  the re 
was an agre eme nt, or  c omm itme nt, fo r $500 mil lion?

Mr. G aud. It was accurate , except we made it last Ja nu ar y.
Mr. P assman. An d it was jus t announ ced  ?
Mr. Gaud. There  was an a rti cle  in the  p ap er-----
Mr. Passman. Wo uld  th is indica te th at  you are  ge tting  rea dy  to 

stop  aid to Pak is tan ?
Mr. Gaud. No, sir , not to me it does not.  It  says we will eliminate 

our  sup po rting  assis tance gr an t pro gra m.
Mr. P assman. We are not going  to be misled by th at  act ion . We 

know what t hi s is. I th ough t I h ad  read t ha t correctly—ha lf  a bill ion 
dolla rs.

Mr. Gaud. The art icl e to which  you ref er  I thi nk , sir,  had a Pak i­
stan dateline, ami it was a news arti cle  which  refers  to the com mitment  
we made at the consort ium meetin g Ja nu ar y las t. I t is not a new 
commitm ent at  all.

Mr. A ndrews. I s that  the  same $500 mil lion  th at  you mentio ned  
in the  preced ing  pa ragr ap h ?

Mr. G aud. Yes, sir,  it is.

GREECE AN D TURKEY

Togethe r with  oth er poten tia l contr ibu tor s, we are  cu rre nt ly  par ­
tic ipat ing under OE CD  ausp ices  in con sidera tion  of the  deve lopm ent 
pro gra ms  of two addit ion al cou ntr ies—Greece  and  Tu rke y. We 
expect (ha t thi s will lead to  joint agreem ent  on contr ibu tio ns  of  a id.

Tu rkey  achieved rapi d economic pro gre ss af te r Worl d W ar  I I  and  
in the  ea rly  fifties, but  du rin g recent  yea rs inflation and  othe r diffi­
culties have limited  its economic prog ress . The mili ta ry  caret aker 
governm ent restored  financial sta bi lit y and began pr ep ar at io n of a 
new economic deve lopment pro gra m.  The newly elected dem ocratic  
governm ent  has  con tinu ed the  polic ies of the  ca re take r governm ent  
and  pla ns  to complete the  economic developmen t prog ram th is  year.

Prel im inary discussions  o f T ur ke y’s pla n and  need fo r outside  h elp  
have  alread y taken  place  in the  OE CD . I f  the  plan  proves  to be 
sound and the  Gov ernm ent of  Tu rke y is wi lling  to underta ke  the  
necessary  actions to ca rry  it out , we will coo perate in prov idi ng  the 
help needed.  We expec t to exp and  our developmen t len din g du rin g 
fiscal year 1963. If  Tu rk ey ’s deve lopm ent prog ram gets under way 
successfully  and if adequa te long-te rm develop men t fina ncing is made 
ava ilable  by the Un ited State s and oth er sources, it may  be possible 
to pha se out supp or tin g assistance gran ts ove r the  nex t few years.

Greece , too, has a broad deve lopm ent pro gra m,  although it is not  
as definitiv e or  as compreh ensive a plan  as some others.  Greece has 
achieved signi ficant economic gro wth by the  pu rsu it of  sound gen era l 
policies  ra ther  tha n at tempt ing to channel  inv estment throug h a 
specific plan . It  is cu rre ntl y ref ining and  rev ising  its  developmen t 
pro gra m.

As in the case of Tu rkey , Greece’s develop men t needs  are  bein g 
reviewed by the OE CD  w ith a view to ap praisin g the  need fo r o utsi de 
financin g and ar rang ing a coo pera tive  effort to pro vid e t he  aid needed. 
We plan  to pa rti cipa te in th is cooperativ e effort and expect to con­
tri bu te  an ap prop riate volume of develo pment loans.
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IS RAEL

Israel  has not hithe rto published a comprehensive long-term eco­
nomic plan  and forecast, although it is now preparing one. Never­
theless, it has achieved high-quality economic plann ing. It  has pla n­
ned ahead over an appropria te period for  all major projects and 
programs. Effective mechanisms exist for central evolution and co­
ordination of economic policy. Inte gra tion  and coordination of de­
velopment projects and programs is achieved through the normal 
budget process. The actual rate of progress achieved has been ex­
tremely high, by fa r the best in the region and among the best 
anywhere.

IR A N

Iran ’s social and economic development has not been all that  we 
might  hope. It  has made some headway, but  faster  progress and wider 
distr ibution of benefits are needed.

Over the pas t 2 years the Government has been re fining plans for 
its thir d economic development program which is to begin in Sep­
tember 1962. We had expected to join in a consortium with  other 
free world countries and the IBR D to review the plan and work out 
the necessary outside financing to enable Iran  to proceed effectively 
with its development program.

The Amini government was not able to complete prep arat ion of the 
plan or to take the measures necessary to bring its budget under  
control and raise the in terna l resources needed for an effective develop­
ment plan.

While  some delay is now inevitable, we are still hopeful  that  the 
new government, with the leadership of the Shah, will be able to 
complete the plan and take the measures necessary for its success. 
If  so, we believe it will be possible to mobilize adequate outside capi tal 
and we expect to contribute a substantia l volume of development loans. 
We have made clear that  we are not prepared to continue budget 
support grants to Iran.

In many of the other countries planning remains considerably more 
rudim entary even though efforts are being made to produce compre­
hensive multiyear plan documents. Discretion is necessary in using 
these plans as a basis for aid programing. Careful review of project  
proposals is necessary even when they are included in formal plans.

The steady increase in planning activities h ighl ights the importance 
att.ached to economic progress by the governments and people of  the  
region. It  emphasizes the need for us to assist these governments in 
improving the ir planning  as well as in carrying  out sound economic 
projects and programs.

AID FR OM  OTHER  FREE WO RLD COU NTR IE S

I am happy to repo rt tha t the o ther developed countries of the  free 
world, pa rticularly those in Europe, are  responding bette r to requests 
from countries in this region for increased aid. They are already 
doing a great deal and we are using every oppor tuni ty to encourage 
them to do more.

Six other countries plus the  IB RD  and IDA  have joined in suppo rt 
of the first 2 years of I nd ia’s third  5-year plan and several othe r coun- 
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tries intend to jo in the group. Their pledges already announced for 
the 2 years total  $1,241 million. This amount almost equals their total 
aid to India over the preceding 10 years and actually exceeds our own 
commitment. (Additional commitments are expected before the  year 
is out.) Non-U.S. assistance to Pakistan  has also risen with $445 
million pledged for fiscal years 1962 and 1963. In addition, of course, 
10-year commitments have been made to the Indus River  Basin 
program.

This spring Germany pledged $16 million and Ita ly $5 million in 
support of a plan worked out by the IMF to enable Sy ria to restore 
convertib ility and liberalize i ts economy. We are  pro viding Export- 
Import Bank credits of $5 million and a $9 million supporting assist­
ance loan. A number of other countries are also expected to assist 
in financing the UAR stabilization program mentioned above.

Germany has recently committed $50 million to Afghanistan and 
is helping the UAR. Turkey,  Greece, Iran,  Syria, Pakistan, and India. 
It  has offered help to Cyprus.

The United Kingdom is helping in India, Pakistan,  Jordan , and 
Cyprus.

Greece has been promised $125 million over a period of years by 
the Common Market.

Turkey is being helped by the European Monetary Authority.
The IBR D, IDA, and IMF are all active in the region.
In  short, there is hardly a country in the region which is not already 

receiving help from one or more of the European countries and from 
the internat ional financial institut ions. As the regional countries 
work out thei r development programs we believe help from these 
sources can be further expanded.

One problem we have been thinking about in the last hal f year, and 
which we will continue to work on in the future, is how best to co­
ordinate our aid programs with those of the other nations.

The Ind ia and the Pakistan  consortia are good examples of one 
method. All the countries interested joined, under  the aegis of  the 
World Bank, to review the plan, approve it, and then work out in 
coordination with one another what portion  of the cost they would 
support. We are taking  p art  in similar exercises on Greece and Tu r­
key in the OECD and DAC, and we hope it will be possible to organ­
ize a s imilar effort for Ira n under the auspices of the IBRD.

TI IE  SINO-SOVIET ECONOMIC OFFENSIVE

In  conclusion, I would like to draw your attent ion to the Sino- 
Soviet bloc economic aid programs in this region.

Ever since it was launched in 1955. the Soviet bloc economic aid 
offensive has been heavily concentrated in the Near Eas t and south 
Asia. The to tal committed in this region to date by the bloc is about 
$2.6 billion, representing about 60 percent of all Sino-Soviet foreign 
economic aid.

Major recipients have been India , $950 million ; the UAR.  $615 
million; Afghanistan , $217 million; Syria , $178 million; Iraq, $216 
million; Yemen, $44 million; Nepal, $55 million; and Ceylon, $58 
million. In Afghanistan , Nepal, Yeman, the UAR,  Iraq , and Syria 
bloc assistance has now exceeded our own. These figures are shown
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graph ically  in the char t on page 50 of the green book, volume 1 of 
the congressional presenta tion material .

The objectives of these Sino-Soviet programs are perfec tly apparent. 
They have moved in whenever they saw a chance to explo it anti -West­
ern sent iments and tensions between countries in  the region.

We are making no effort to compete with the amount of Russian or 
Chinese aid in these countries. It  is impor tant, however, t ha t they 
have an alternative to complete dependence on the bloc for  the aid 
they so desperately need. One important objective of our program in 
these countries is to provide such an alternative and th us increase the  
chances th at  they can mainta in their freedom and independence.

Mr. P assman. Thank you very much, Mr. Gaud.
We shall take a brie f recess in order  to answer the rollcall.
(After recess.)
Mr. Passman. Let  us resume, gentlemen.
I have said before, and I shall say to you, th at there is noth ing I 

shall say, a nd there are no questions I shall ask, which will be per ­
sonal.

It  has been my grea t pleasure to listen to many great  Americans 
since I have been chairman of this subcommittee.

I noticed your biographies. I th ought you were a banker, Mr. Gaud, 
but I  see tha t you are an outstanding attorney.

I thou ght our distinguished Assistant Secretary of State  was a 
banker, but he is a newspaperman ?

Mr. Talbot. That is right.
Mr. P assman. Our f riend,  Mr. Birnberg, is  a new witness before the 

committee, here due to the fact that he has  received a promotion.
Are you a banker, s ir ?
Mr. Birnberg. No ; I have an academic background .
Mr. P assman. You are outstanding Americans, but  you have not 

had experience with banking or economics, yet you are administering 
programs costing billions of dollars. More power to you, and I say 
tha t with complete security.

Is a policy established which you merely follow or do you have to  
assume the responsibility of deciding the levels of aid necessary and 
establish the programs fo r which the money is appropriated?

Mr. Gaud. There are very few people who can come to this job 
with much experience dealing in billions.

So fa r as my own experience is concerned, I  have dealt in hundreds 
of millions many, many times in the  pas t in banking  and semibanking 
matters as a lawyer, in financing various institutions, and if it is large 
sums with which we are concerned, large sums a re not a novelty to 
me.

U .S . PU BL IC  DEBT

Mr. Passman. As Members of Congress we have to take into ac­
count the fact that  we have let this thin g get out from under our 
control. I cannot say i t is the fault  of any one individual, but accord­
ing to the statistics  which I  have available, and I think  they are 
accurate, since we set up our bookkeeping system in  1789 we collected 
in revenue $1,482 billion, as of Jun e 30 of last year.

We have buil t up a public debt of $298 billion. It  has gone up from 
$266 billion since 1952, during our most prosperous period.
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Then, we also have built up statutory obligations in the amount of 
$746 billion, for which we must pay out  money in the future.

If  you put the two together, the statutory obligations and the public 
debt, i t is $1,044 billion. If  you break it down by family, it means 
tha t we have spent all the money we have taken in, and placed a 
mortgage on every family in America  in the amount of $20,185.

BORROWING TO FIN A N C E TH E AID PROGRAM

If  we were starting back the other  way we would be encouraged, 
but for every dime we give away this year we have to borrow the 
money.

Now there is a dangerous balance-of-payments deficit. Every  year 
except one for the past 10 years we have had a very substantia l 
balance-of-payments deficit. In  one year there was a half-billion- 
dollar credit, the one exception.

This year, borrowing a ll we can get from countries we have aided 
in the past—Germany, France, Ital y, they have paid back $1 billion 
as f ar as 35 years in advance of due date—and even applying that,  
we are still going to finish the year, in all probability , in a deficit 
position.

PROGRAM ES TIMAT E GIV EN IN  RANG ES

You people can no longer come down and say you need $40 or $50 
million. You say you need from $40 to $60 million, from $80 to $120 
million, or from $850 to $950 million, dealing in ranges. There is 
no way for us to know. You do not know yourselves how much 
would be required, or you would not be using the types of figures you 
have here.

U .8 . COMPETI TIV E POSIT ION

You go into 20 stores, in the novelty department, and the chances 
are th at in 18 out of 20, the purchases will oe made on goods of some 
foreign country because we are largely out of the world market— 
because, in my opinion, of our generosity all over the world.

Our steel mills are about 40 percent shutdown because we cannot 
compete. We have lost our foreign markets. For the first 5 months 
of this year exports totaled 801,000 tons of steel. We collected $174 
million for it. Our imports were 1,689,000 tons of steel. We were 
able to purchase that  for $198,675,000.

Our imports of steel a re more than double our exports, and we get 
almost twice the amount of steel for half  the amount of money.

There are certain  high grades of steel tha t we ship out, of course, 
but the tonnage figures are there.

I thought  it would be well to set the record straigh t, so when we go 
into the detailed information you would know there is not a thing  
personal about it, but some of us must take into account the facts 
which are involved when you let a program go into 101 out of 113 
nations of the world, pas t, present, and planned, and in almost every 
British possession—not small programs but some going in to tens of 
millions of dollars.

So often you stress the matter of shifting to loans.
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DEVELOPMENT CREDITS

A grea t majo rity of these so-called loans are the types of credits  
extending over 40 years, with no interest , and 10-year grace periods.

Mr. Gaud. Forty  years, three-quarters of a percent service charge 
and 10 years’ grace period. That is not for  all.

Air. Passman. Th at is the program, 10 years ’ grace period before 
they sta rt paying back. Then they pay 1 percent  per year  for the 
next 10 years ?

Air. Gaud. This  is true of most of these loans.
Mr. Passman. I asked Secretary Dil lon about thi s last year, in order 

to be sure th at I understood what we were doing. I quote from our 
hearings of Ju ly  24,1962, page 140:

Loans at No Interest

Mr. Passman. In your professional position as a banker, Mr. Secretary, would you call these th ings loans, if there is no interest?  Would they come under the category of hard  loans?
Secretary Dillon. No.
Then, late r in the same para graph he sa id :
They call them development credits, and I think that  is a good name for them.
I do not think any of us should be a pa rty  to—at least not in tention­

ally—misleading the American people into believing  that these tra ns­
actions are actually loans.

Whenever money is repaid , it does not get back into the U.S. 
Treasury, but it  is plowed back into the program.

LONG-TERM COMMITMENTS

Air. Secretary, on page 14 you sta te :
This is another impor tant instance where the long-term commitment authority  has been a valuable asset.
Wh at do you mean by tha t ?
Mr. Talbot. Yes, sir. Long-term au thority commitments have been 

made now in several countries, as you know—India , Paki stan , Tan­
ganyika, and refe rring to these other countries as well.

Air. P assman. AVere you talking about India?
Mr. Talbot. Talk ing about all of the countries  in which long­term—
Air. P assman. I s Ind ia one of them ?
Mr. Talbot. Yes, sir.
Air. P assman. I thought the distinguished Secre tary of Sta te lif ted 

out of his statement the word “India .”
Air. Miller. I think  in an earl ier discussion we talked about long­

term commitment autho rity under  the statute , which is what the Sec­
reta ry mentioned, section 202(b). It  is my understanding tha t the 
commitment to India is not unde r section 202 (b ).

Is tha t correct ?
Mr. Gaud. That is correct. The Indian commitment and the Pak­

istan commitment are both long-term but only one of the two was 
made under the new statute.
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Mr. P assman. We would not gain such an impression here. This 
says:

Th is is an othe r im po rtan t ins tan ce  wh ere  the long-term  com mitment  a ut ho ri ty  
has been a val uable  a sse t.

You do not make long-term commitments out  of any section other 
than 202(b), do you?

Mr. T albot. At  the present time long-term commitments are made 
out of section 202(b).

Mr. Passman. We are dealing now with Pakistan  ?
Mr. Talbot. Yes, sir.
Mr. P assman. And India ?
Mr. Talbot. Yes, sir.
Mr. Passman. I)o you have long-term commitments under section 

202(b) for those countries?
Mr. Talbot. A long-term commitment for Pakistan  under  section 

202(b).
Mr. Passman. I s that the $500 million ?
Mr. T albot. Yes, sir.
Mr. P assman. You have made tha t commitment to a country, and 

not to specific projects?
Mr. T albot. Tha t is correct.
Mr. P assman. But you have no such commitment to Ind ia?
Mr. Talbot. Not under section 202(b) ; no, sir.
Mr. Gaud. If  I  may say a word on this. The commitment to India  

was made before this sta tute was enacted.
Mr. Passman. Nearly every time you pick up the paper  you see tha t 

more commitments have been made to India.
Mr. Gaud. In  this region we have made only two long-term com­

mitments. One was made to Ind ia in 1961 which was before  the en­
actment of the present act.

Mr. Passman. I refer to commitments.

LONG-TERM COMMITMENT TO PAKISTAN

Mr. Gaud. The other one was made last Jan uary to Pakistan.
I might  say fur ther that  this  $500 million newspaper article to 

which you referred refers to  the commitment we made  to Pakis tan in 
Jan uar y 1962 under section 202 (b) .

Mr. Passman. Tha t is just one of the commitments.

SPIGOTS OF AID TO PAKISTAN

Pakistan still gets aid from many of the other spigots of foreign 
aid?

Mr. Talbot. Assistance is given to Pakistan by AID under the 
food-for-peace program and from the Exp ort -Im por t Bank.

Mr. Gaud. And also development gran ts which are not included 
in the long-term commitment.

Mr. Passman. They also partic ipate  in the internationa l funds, do 
they not?

Mr. Gaud. Yes; they do.
Mr. Passman. So, they are eligible for any one of the spigots of 

foreign aid?
Mr. Gaud. If  you are talking about our spigots  of foreign aid------
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Mr. Passman. There are 19 different spigots from which you can 
pull foreign aid. They are not precluded from gran t-aid and the 
other types of aid simply because you have a long-term commitment, are they?

Air. Gaud. As fa r as the United States is concerned the long-term 
commitment covers development loans and supportin g assistance only.

Mr. P assman. But tha t does not disqualify them from other  types 
of aid, simply because there is a long-term commitment?

Mr. Gaud. That is righ t, sir.
Mr. Gary. May I ask what became of this statement of the Presi­

dent of last year tha t in this  program we would favor those who 
enterta ined o ur views on world problems?

Mr. T albot. We are working very closely with those countries th at 
share our views on a number of world problems, in part icular speak­
ing of Pakistan.  We are working closely in our economic assistance 
program and in our milit ary program with them and the ir relation­
ship with  us on such things as U.N.-----

AI D TO IN D IA  DESP IT E QUEST IO NABLE FR IE N D LIN ESS

Mr. Gary. You have also been working with India and I don’t 
think  they share our views at all.

Mr. Talbot. Yes, sir.
Mr. Gary. I think the ir aggressive policy in Goa and the ir re­

peated statements  of hostili ty agains t this country to me are very 
offensive and I don’t see why we continue our aid to India as long 
as that situation exists.

Mr. Talbot. There are a number of points of policy on which we 
differ from India, Mr. Congressman. There are also a number on 
which we and Ind ia have the same interes ts and the same concerns.

In  part icular we are interested in the futu re welfare of the United 
States. Along the southern flank of the Soviet Union and the Sino- 
Soviet bloc we have very close relations with four countries immedi­
ately alongside that  bloc—Greece, Turkey, Iran, and Pakistan.

Mr. Gary. So fa r as those countries are concerned they have shown 
a decided friendliness to the United  States, and I have no question, 
but when you get to In dia  I  t hink your s ituation is entirely different. 
I think a t times they have disclosed a definite hosti lity. I th ink thei r 
Prime Minister on several occasions discussed how displeased he was 
with our position.

He is not too displeased to take our money, apparently, and takes 
all he can get.

In  addit ion to tha t we know tha t Mr. Menon, the Defense Minister, 
is very hostile.

I am very dubious about pour ing any more money into India so 
long as tha t situation exists.

NEGOTI ATIO NS B ETW EEN  IN D IA  AND U .S .S .R . FO R M IG  AI RC RA FT

Air. Andrews. The story in the morning  paper was to the effect 
tha t Air. Nehru said he would not announce his plans about buying 
those Alig planes from Russia. He didn’t want to jeopardize his 
chance of gettin g aid from America.
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I want to make a li ttle prediction for the record when we look at  it 
next year.

Shortly afte r we mark up this bill he will place an order for those 
Mig engines in Russia.

Iho pe I am wrong but I  believe I am right.
Mr. Passman. About 3 or 4 days ago I read into the record an 

article to the effect t ha t Nehru had agreed to permi t Russ ia to build 
a Mig plan t in India, persuasion to the contrary, by the United 
Kingdom and the United States  notwithstanding.

It  would appear he is gett ing his chestnuts burned a little,  and 
they sort of modified it somewhat in the second statement.

Mr. Andrews. You mean this morning’s statement?
Mr. Passman. Yes. Let us just  hope we are not being led into 

another trap which our Christian hearts  cause us to get into.

EX TENT  OF AID TO IN DI A

I think this certainly can be misunderstood, Mr. Secretary , pick­
ing up on page 13—“India’s third 5-year plan contemplates an 
expenditure,” and so on:

For  this amount, India is now depe ndent on foreign aid for abou t six and a 
half billion dollars .

Then you sta te:
The United States offered to provide $1,045 million of this amount, provided 

its  offer was match ed by the total of the  con tribu tions of the  other member 
countr ies. In  my view, the success of the  third  5-year plan  will buttress  the 
supp orts  for  Ind ia’s democratic system and enable it to wi ths tand pressures 
on its  fron tie rs with  Communist China.

If  th at is a democratic system, I am afraid  I  do not like the system.
Page 14 would certainly  leave the committee w ith the impression, 

if you had not corrected i t, tha t you feel you have a commitment to 
India, too, on a long-range p lan, although we had recalled testimony 
previous to yours where the word “Ind ia” was lef t out of the 
statement.

STATUS OF SECTION  20  2 ( b )  PL ANNIN G FOR IN DIA

Even though this is strongly implied, we want to understand there 
is no program  committed to Ind ia under section 202(b). Is tha t a 
statement of fact?

Mr. Talbot. The commitment to Ind ia is not under  section 202(b).
Mr. Passman. Do you have anyth ing in the making  for Ind ia 

unde r that  section ?
Mr. Talbot. No, sir.
Mr. Gaud. No, sir.
Mr. P assman. Not even contemplated that such a plan will be 

offered ?
Mr. Gaud. Not for  fiscal year 1963, Mr. Chairman. I am not pre ­

cluding what m ight happen in fiscal years 1964 o r 1965.
Mr. Passman. That is p lain enough. I  thin k the  signs are on the 

board. You answered the question.
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U .S . POLIC Y TOWARD IN DIA

Mr. Talbot. If  I  may comment on some of  the questions asked of 
me about our policy toward  India.

While we do seek the protection and security of our close rela tion­
ships with  these countries along the immediate fringe to  the south of 
the Soviet Union, we are very much aware that  unless the countries 
not in that  par ticula r group also develop sufficient strength  and 
stamina so tha t they will not be taken over by the Communists, then 
our efforts with our immediate allies may well go for naught.

India is the  second most populous country in the world. It  has a 
population  greater  tha n that  of Afr ica and Lat in America put to­
gether. It  is the dominating  country  in the rim of Asia outside of 
the Communist orbit. I t is under  pressure by the Communists. 
From the time of Lenin the Communists have made no secret of  their  
interest  in getting India in, also.

If  they  can have Ind ia in, along with China and Russia, this will 
give them a bloc of mankind that would give a base for aggression 
throu gh the rest of the world which never has been paralleled.  It  
is in the American interest , therefore, that  we assist the Indians in 
moving ahead in those directions in economic and social welfare which 
will prevent the kind of breakdown which would be the easiest way 
for  the Communists to take over in tha t country.

COMPARISON  OF U. S.  AND OT HE R FOREIGN AID

Mr. P assman. But i t follows tha t we are try ing  to do the same kind 
of thin g in 101 countries, as well as most of the Briti sh territories  
and possessions. This  is the same story we hear  every year.

Our generosity is just  about to get America in a position where 
even the smartest minds do not know how we can come out of it.

With reference to  these so-called consortiums, i t is a  fact, of course, 
tha t from time immemorial nations have been barter ing and making 
each other loans, which are  repaid on agreed-upon terms with interest.

When we get into th is AID program, they go in, usually, with good, 
hard-boi led loans, of the type they have been making through the 
years. They get the short- term loans with a reasonable, or a high 
rate  of interest—and we take the  giveaway par t of it.

RELUCTAN CE OF SOME CO UN TRIES  TO RE MAI N IN  CONSORTIUM

Nevertheless, some of these nations  now are coming out of these 
consortiums.

Mr. Gaud. I beg your pardon, sir.
Mr. Passman. You do not need to  beg my pardon; just give us the 

facts.
Germany has held back aid.
Air. Gaud. Germany has not withdrawn from the consortium.
Air. P assman. I am talk ing about individual commitments.
Air. Gaud. She has not gone back on any commitments.
Mr. Passman. I stand on the record. Even the Secretary of State 

said tha t Germany had held back on its commitments. You check 
with the Secretary of  State  and read the record.
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RU SS IA N AID

Fu rth ermore, the re is no record  of  the  Russians  giv ing  as much as 
one ruble to any  aid prog ram into which they enter.  They make 
hard-b oil ed barga ins , and they ge t som eth ing  of  value in re tu rn .

Before  we get, th roug h the hearings, if  you have concrete proo f of 
pin ned  down gr an ts  on the  p ar t of  Rus sia , we w ant  to know  about it.

Tf Russia is giv ing  wh at you ind ica te the n these countries do not 
need ou r aid.

I  yield  to Mr. Gary. T b elieve t ha t, amo ng othe r ma tte rs,  he migh t 
wa nt to ask  som ething abou t In dia ’s acti on ag ain st Goa.

JU ST IF IC A T IO N  FOR AID TO IN D IA  IN  VI EW  OF  GOA IN C ID E N T

Mr. Gary. ITow do you ju st ify our aid  prog ram  to  In dia  in view 
of he r aggress ion in Goa?

Mr. T aebot. Sir , there have been several events th is ye ar  in which  
we h ave  diffe red with In dia ’s poli cy. The  sit ua tio n in Goa  was th at  
the y took over wh at the y reg arded as the last  remna nt  of the  old 
Eu rope an  colonial te rr itor y held in th ei r area. We  did not justi fy  
th ei r taki ng  it over. On the contr ary , sir , we ma de it  very clear 
th at  we dislik ed and o pposed th is  method  o f r eso lving an in ter na tio na l 
dispute.

In di a was le ft  in  no dou bt whatsoev er of ou r s ent ime nts  about th is,  
so we di dn ’t  ju st ify  it,  sir.

Th ere  have been othe r issues on which  we have differed , as we dif fer  
wi th many countri es of  t he  wor ld.

I  wou ld suggest, sir , th at  in mos t of these issues in th e last several 
months, if  one t ake s the ques tion  of Goa. if  one tak es the  ques tion  of 
how to  h and le the  Ka sh mir dis pute,  if  one takes the question of  the  
poss ible acqu isition of Mig s—I  would say  we hav e no inf orma tio n 
th at  any  decision has  been mad e and  the  Government  of  In di a has  
told us recent ly no decision has been made—if one tak es these ques­
tions  the y are mat ters  in which the  Gov ernment of  In di a feel s very  
str on gly in ter ms  of  its  own imm edia te and , it  would say,  vi ta l na ­
tio na l inte res t. These a re n ot our national inte res ts. We  a re not  con­
cerned  about  w ha t countr y ult im ate ly get s control of  Ka shmir. Wha t 
we w an t to  see is a peacefu l s ettl ement of  what seems to  us clear ly t o be 
an int ern ati onal dis pu te which has  within it the  seeds of disru pt ion , 
an d qui te possibly war . Th is is wh at we are  concerned with .

We  push In dia  on some of these  ma tte rs.  We pre sen t ou r views 
force ful ly to In di a on some of  these matters.

Mr.  Gary. Bu t we do n othing  ab out  i t. We ta lk  a  lot but we d on’t 
do anything  about it and we con tinu e to po ur  aid  into the cou ntry. 
Why  can ’t we say to In di a,  “Tf von want American aid you must  
observe the  rules th at  we have  laid  down in an effort to promote 
in ter na tio na l c omi ty and  in ter na tio na l peace .”

W e will n ever have  w orld  peace as  lon g as one na tion uses aggre ssion 
and take s ove r a coun try  as the y did  Goa. I  th ink it was absolut ely 
inexcusable . I  th in k thei r whole at tit ud e and  th ei r actions  are ab ­
solu tely  inexcusable.

Fo r us to ta lk  abou t it and do nothi ng , we in effect condoned  thei r 
actions, in my jud gm ent. I  th ink it is wrong . I  am j us t not  in fav or  
of t ha t k ind o f foreign  policy.
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Mr. T albot. If  I  may say so, sir, we in no way condoned what they 
did in Goa.

At the same time we did not forget  the U.S.  national interest.  We 
believe it would be against U.S. national intere st for us to tie our 
feelings about Goa with  the  question of whether India should survive 
outside the Communist bloc, whether it should continue to have 
economic development.

It  seems to us it  is more in the American national  interest for India, 
this huge country, to remain independent, to cont inue to function apa rt 
from the Communist bloc and outside the Communist bloc than it is to 
cut off aid because of Goa and throw Ind ia into the chaos which would 
be very likely, it seems to me, to result in a breakdown of domestic 
law and order  and make it easy for the Communists to move in and 
take over.

U .S . O PPOSI TIO N TO AG GR ES SION

Mr. Gary. So fa r as I  am concerned, it  is not Goa I  am thinking  
about. I do not know enough about Goa. I am not familiar  with 
it. It  is a small place. My point is that we have been against  
aggression, we opposed aggression in Korea.

Mr. Talbot. Yes, sir.
Mr. Gary. We opposed aggression in Egy pt. When the Brit ish 

and the  Is raeli went into Egy pt,  we joined the Communists and sided 
with the Russians to force them out of there. Yet when India takes 
over Goa, which is just as much or more of an act of aggression, it 
was one of the worst acts o f aggression we have had in recent years, 
we sat back supinely and did nothing, and we cont inue to give them 
aid. In  fact, we have been increasing our aid.

I t is the princ iple of the thin g I am talk ing  about. We should 
be opposing aggression wherever it raises its ugly head, whether it 
is in Ind ia or in Russia or wherever it is. If  we do not, then we 
should stop making our pretenses about it.

Mr. Talbot. I completely agree, sir, we should have opposed ag­
gression, and we are opposing aggression. This  is the moment in 
which India finds itse lf being aggressed upon, as you well know, sir, 
by a Communist power, by the most populous count ry in the world, 
by Communist China driving against Ind ia’s nor thern frontiers. 
Ind ia at the moment is s tanding a gains t these Communists coming in.

This is a fantas tic pa rt of the world, at a very high  altitude, very 
difficult mountainous area for mili tary  operations. The Indians are 
opposing the Chinese there.

We have those various factors  in which our national interest is 
concerned. For us to give up assisting Ind ia at the present  time, 
with the inevitable disrup tion tha t would cause, were we to do it 
suddenly, tha t would have the effect quite possibly of enabling the 
Chinese to move on almost withou t restrictions.

Mr. Ford. Will you yield there ?
Mr. Gary. I yield to the chairman and then to you.

STA TEM ENTS  OF  IN D IA N  OFFIC IA LS

Mr. P assman. I t is difficult to find where Nehru ever issues a state­
ment favorable to our country. A great many Americans believe 
Menon will be Nehru ’s successor, and if that  materializes, you will
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have a readymade, going country turned over to the Communists. 
Mr. Gary. It  is also believed that  Nehru is in bad health.
Mr. P assman. What would happen if tha t is the plan, tha t Menon

will step up? There is nowhere you can find th at he has ever been 
pro-American.

Mr. Talbot. I would like to discuss this in detail off the record.
Mr. Passman. Surely.
(Discussion off the record.)

AP PARE NT  WAVER ING VIEWS ON AGGRESSION

Mr. Ford. Mr. Secretary, a few minutes ago Mr. Gary  asked 
you about the Goan s ituation. You were setting forth the position 
tha t we did not justi fy thei r aggression. Then almost automatica lly 
you went to the situation tha t Ind ia is now confronted  with where 
there is Chinese aggression against alleged Indian terr itory. I do 
not see the connection between the two problems.

Mr. Talbot. The princ ipal problem, of course, is our relations  with 
India and what we hope to see in the southern rim of Asia over the 
next decade or during our time.

In this problem the question of whether the Chinese Communists 
can push into this disputed terr itory becomes, I think, a fairly 
important one, a very important one. It  seems to me tha t a time 
when In dia  is one of the few nations  actually opposing in military 
fashion the Chinese Communists’ outward pressure is perhaps  a time 
particularly to avoid indica ting that we do not stand agains t aggres­
sion because we do stand against aggression.

Mr. F ord. I still fail to see the reason why you talk  about the two 
problems, Ind ia’s aggression toward  Goa, and China’s aggression 
toward  India, unless you are condemning all aggression.

Mr. Talbot. I was t ryin g to suggest, sir, tha t it is not to our in­
terest  to link up our aid bill with the question of Ind ia’s actions 
against Goa just at a time when there are Chinese actions against 
Ind ia which also get involved in this. In short, it seems to me th at 
in our larger  American interest we are concerned certain ly when 
Ind ia acts against Goa, bu t we are also concerned when there is fight­
ing involving the Communist Chinese and India.

Mr. F ord. Do we not get ourselves in somewhat of a paradox when 
we argue this way? When India  invades Goa, that does not mean we 
should withdraw a id; but when China invades India , it is a justifica­
tion fo r the continuation of our aid.

Mr. Talbot. I would say rather, sir, that, that, also does not mean 
we should withdraw aid.

Mr. F ord. It  is pretty expedient.
Mr. T albot. No, sir.
Mr. Ford. I t means we just should give aid—period.
Mr. Gary. That is right.

REC OGNIT ION  OF NE W REG IME S

Mr. P assman. I s it not a matter of fact tha t there may be a friend­
ly government overthrown on Thursday  n ight,  but usually within 72 
to 96 hours we recognize the new regime? This  has happened around 
the world. Let us hope the money holds out.
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Mr. Gary. The thin g I cannot understand is, as I  said a few min­
utes ago, there were different administrations, it is true, but I think  
the foreign policy of the United States  has been conducted along simi­
lar  lines in both administrations. I do not th ink the administration 
has changed it too much. When the Brit ish and Israel went into 

to take over the Suez Canal, we actually lined up with Russia 
because we said we are pledged to stop aggression. But  when Ind ia 
went into Goa we did  nothing. I think  it is inconsistent, and I do 
not like it at all.

Mr. Passman. Mr. Natcher?

CURRENT EC ONOM IC  AN D POLIT IC AL SIT U A TIO N  IN  T U R K E Y

Mr. Natcher. In  just ifying the mutual security program, from 
time to time we point with pride to the Marshall plan and just what 
took place in Turkey and Greece back in the early days of the pro­
gram. Mr. Secretary, I notice from your statement  tha t you make 
the comment tha t Turkey has returned to a constitutional govern­
ment. Ju st  what is the situation in Turkey today ?

Mr. Talbot. There is a government a t the present time under Prime 
Minister  Inonu which is based upon the consent and support of  a 
Parliament.  This Government is committed to a policy which is to 
emphasize economic development. Turkey has been through  a diffi­
cult, period. Its  economy has been somewhat stagnant. The effort 
now will be to  move i t along and to strengthen that  economy.

Civilian government, as represented by P rime Minister Inonu, had 
a rude shock when the mili tary  coup d’etat occurred in 1960. It  is 
regaining its strength and carry ing forward. The situation  at the 
present time looks to me as if  the present Government and the Prime  
Minister  have reasonable stability, reasonable streng th, and some 
progress will be made.

Mr. Natcher. Does the present Government concur in the demand 
for $500,000 from the family of one of the  best friends  we ever had  in 
Turkey ?

Mr. Talbot. May I ask to whom you are refe rring , please?
Mr. Natcher. We read in the newspapers from time to time tha t 

the present Turk ish Government is demanding $500,000 from the 
widow and children of one of the former leaders of Turkey.

What about this instance concerning the  demand that is now being 
made on the family of one o f the former leaders in Turkey.

Mr. T albot. If  I might review the record to get th e details of this 
par ticu lar case, I would be very glad to supply  them, sir.

So far  as Mr. Bay ar and his associates are concerned, a number of 
them were brought to trial under the  mil itary  regime th at took power 
in 1960, and sentences were levied against  them. Some of those peo­
ple are still in jail. Three of them were executed.

Mr. Natcher. One of them was the gentleman I  re ferred to. Wha t 
happened to him ?

Mr. Talbot. I  would like to supply  tha t information fo r you, sir.
(The information follo ws:)

Actions of Tur ki sh  Government

According to a press report, the widow of the late Prime Minister Adnan Menderes has been asked to reimburse the Government the amount of money
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which the high trib una l found the  late  Prime Minis ter guil ty of misappro­
pria ting  from the secret funds entrus ted  to his care. The fund s so misused 
reportedly amounted to the lira equivale nt of about $500,000. Mr. Menderes 
was executed  in September 1961 as a res ult  of the decision of the high trib una l 
and the concurrence of the Committee  of Nat iona l Union which reviewed the 
sentence.

Form er President  Celal Bayar  is serving a sentence of life imprisonm ent as 
a result  of his conviction by the same high trib unal which trie d Mr. Menderes. 
Mr. Bayar is cu rren tly in prison  near Kayseri.

ATTITUDE OF PRESENT GOVERNMENT OF TURKEY

Mr. Natcher. So, Mr. Secretary,  you are of the opinion tha t the 
present form of government now in existence in Turkey is one tha t 
favors the free countries of the  world and the policy we believe in ?

Mr. Talbot. The present Government in power in Turkey  is 
stanchly pro-Western. Turkey is the  southern anchor, if you will, of 
NATO. Turkish armed forces are very impor tant to our interests 
in the NATO defense shield. Our relations with the country have 
continued close. We get the support of Turkey in many issues in 
the United Nations.

Mr. Natciier. Do you feel the situation in Turkey is good today 
from the standpoint of continuing in the mutual security program 
and from the standpoint of being a friend of the free countries of 
the world ?

Mr. Talbot. Yes, s ir; I thin k Turkey is a friend  of the free coun­
tries of the wrorld. I think its economic problems are very consider­
able, and it  does need substantial assistance.

Mr. Natcher. You agree tha t we saved Turkey at one time?
Mr. T albot. Yes, sir.
Mr. Natcher. During the time the Army took over in Turkey 

was when they had the tr ials  that we have just referred to;  is that  not 
correct?

Mr. T albot. Yes, sir.
Mr. Natcher. Did you agree as a member of the S tate Department 

tha t the procedure was correct as far as the tria ls were concerned in 
Turkey and the moves made by the Government at that time ?

Mr. Talbot. The Turkish judicial system is different from ours. 
The trials, so far as I  am aware, were carried on according to the  rules 
of the Turkish judicial system.

Mr. Natcher. Off the record.
(Discussion off the record.)

TRIAL OF OFFICIALS IN  FORMER TUR KISH GOVERNMENT

Mr. Natcher. Again, Mr. Secretary, I would like to know as to 
how you feel about the t rial s tha t have taken place in Turkey during 
the past few years of those people who were in power at the t ime we 
saved Turkey and those that we considered our friends.

Mr. Talbot. Well, sir, these trials generated specific charges against  
these individuals with reference to their  behavior while they were in 
those high positions, and  the t rials  were carried forward  according to 
Turkish  juridical procedure, with the results tha t several were im­
prisoned and three, at least, were executed.

Mr. Natcher. Thank you.
Mr. Talbot. Off the record, sir.
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Mr. Passman. Yes.
(Discussion off the record.)
Mr. Passman. You never know w hat they consider to be right.  I 

am a fraid we have conditioned them to accept our aid, but  I do not 
think  tha t we have influenced them to thin k in terms of doing  for 
thei r people and opera ting by the ethics they are going to have to 
operate by if the ir countries ever become stable and dependable.

Mr. Alexander  ?

CONDITIONS WHI CH  MAY INFL UE NC E AID TO INDIA

Mr. Alexander. I would like to associate myself with the line of 
questioning and with the th inking of  Mr. Gary  in regard to the si tua­
tion in India.  To me, we have continued to assist Ind ia even though 
in many ways they are at best so-called neutrals , very outspoken and 
critical of the  West at every opportun ity. I am ju st wondering what 
it would take, if anyth ing, for them to do, th at  would influence us to 
cut off the aid from us to them. Could you outline some of your thin k­
ing of some of the  things they could do that  would cause you to quit 
giving aid to India?

Mr. Talbot. Sir, if they should go Communist, I think wre would 
not give any more aid to India. But I expect our national expense 
to try  to maintain our stabil ity and security  in the  world would be 
very much heavier than  it is at the present time.

Mr. Alexander. Are you opposed to giving aid to the Communist 
countries we are now giving it  to ?

Mr. Talbot. Sir, you are asking me about India ?
Mr. Alexander. Yes.
Mr. T albot. If  i t became par t of the internat iona l Communist con­

spiracy—
Mr. Alexander. Yo udonota gre e with the policy of the ad min istra ­

tion in regard to aiding Communist countries ?
Mr. Talbot. If  you will forgive me, sir,  I did not indicate  tha t. 

What I am saying is if Ind ia becomes a pa rt of the international 
Communist conspiracy, I would think we would not give Ind ia aid. 
It  seems to me, sir, th at to avoid tha t prospect, which I  would regard 
as one of the most miserable and unfortunate prospects  occurring, 
either India  or its neighbor Pa kistan, it is very imp orta nt indeed th at 
we help these two huge countries to create the insti tutions and sustain 
the institu tions which will enable them to stand up against this  kind 
of th reat.

Ind ia at the present time is a democratic country in the sense tha t 
a hundred  million people voted, more than  that, this last  time. It  
does not agree with us; we do not agree with it on some issues, but 
on others we do. We and it see something along the same lines with 
respect to what kind of United Nations  we ought to have. Indian 
troops are in the Congo under United  Nations banner and have been 
very he lpful there. There are a  number of different important world 
issues in which the cooperation and assistance of Ind ia have been 
very useful to us.
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NEED FOR FIRM NESS OF PRIN CIPL E

Mr. Alexander. I think,  though,  as a mat ter of princip le that we 
lose more than  we gain when we do not stand up for really the th ings 
we believe in, even though it hur ts at times. I think  we have to be 
prepared to take certain losses.

As I unders tand it, Pakistan and Ind ia have been countries tha t 
are distrustfu l and fearfu l of each other, particularly in regard to 
their  military posture and buildup. We have been helping both of 
these countries economically and with milit ary aid. Wh at kind of 
predicament are we in from a policy standpoint because of the aid 
tha t we have given perhaps  more to one country than  the other?

AID OBJECTIVES IN  NESA AREA

Mr. Talbot. Sir, we have been helping both countries  with economic 
aid and we have been helping Pakistan with mili tary  aid. We are 
certainly in a predicament whenever there is a quarre l between two 
countries both o f which have good rela tions with us or with whom we 
have good relations. This predicament is a very significant one be­
cause the prim ary problem both countries face is how to go through a 
modernization process involving economic development and social 
institutiona l modernization, and the extent to which they must build 
up thei r armed forces or feel they must build up their armed forces 
because of conflicts with each other is the extent to which thei r re­
sources are sometimes diverted from the economic g rowth program. 
This is a policy dilemma for us ; yes, sir.

Mr. Alexander. Really, what are our objectives in this area in 
regard to our foreign aid program ?

Mr. Talbot. Our foreign aid program is one of the ins truments and 
an extraordinarily important instrument in our overall policy objec­
tives. These policy objectives relate to the kind of world th at  we want 
to live in, the kind of Asia tha t we hope will emerge so that we can 
live in this sort of world. If  in the subcontinent of Ind ia and Paki­
stan, which includes now nearly 550 million people, the efforts in both 
countries or in either country to modernize to get on in the world 
should break down, then we can foresee only very widespread chaos 
and disruption. This  chaos and disruption would infect the society 
of th at whole area, would force us to increase our mili tary  and other 
programs elsewhere, would endanger our own welfare and our secu­
rity.

In particular, if large par ts or the whole of the subcontinent of 
Ind ia and Pak istan were because of this d isruption to be drawn w ith­
in the orbit of the Communist conspiracy tha t already includes the 
Soviet Union and China and several other countries, then I  fe ar grave 
difficulties for the  American people in the future . We are str iving  to 
avert tha t possibility. We are striving to help these people build up 
the ir societies in such a way tha t they will become less vulnerable to 
the kind of infiltration and penetration tha t otherwise I am afra id 
will concern them.
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DIFF ICULTY IN  CHAN GING IND IA

Mr. Alexander. You have to be prety optimistic, though,  to really 
travel in India and to feel th at the amount tha t we are doing there is 
going to save tha t grea t country tha t has gone on and on an d on for 
many centuries.

As I traveled  through tha t country, I think  they could pu t all of 
America in it and all the money we have got and you still are not 
going to change it.

Mr. Talbot. Sir, we are not expecting with our funds  to change, 
to solve the problems of India. I completely agree with you tha t 
this will not happen. I first visited Ind ia in 1939, and I have sub­
sequently visited Ind ia and Pak istan quite often. Changes are oc­
curring. They are difficult to see.

I spent several months in a village in that  area just before World 
War II. At that time there was no road into the village, there was 
only one copy of one newspaper  th at went into i t and the shopkeeper 
would read this out in the evening to people sitting around. Very 
few boys got any schooling a t all. None th at I knew of went to an 
institu tion of h igher  education.

Going back to tha t village today, there is an access road, there are 
schools, there is a radio th at gives the news.

In terms of the progress over these 20 years, a considerable change 
can be noted, but when these people have even today a per capita  
income of $1.50 a week as compared with something under a dollar 
a week 20-odd years ago, the  change is not easy to see. It  will be a 
long time.

Mr. Alexander. Have you noticed any appreciable change toward 
pro-America ?

Mr. Talbot. In those days there was not so much contact with the 
United  States. Ind ia was par t of the Brit ish group of nations, as 
you know. I think tha t over the past  5 years there have been a 
number of evidences of attitu des in Ind ia tha t support some of the 
things we are doing in the world, just as we can support some of 
the things  the Indians  are doing and at the same time there are 
differences.

Mr. Alexander. Than k you.

LIMI T OF U. S.  RESOURCES FOR AID

Mr. Passman. T)o you agree that  there is a limit as to what we can 
do to help other nations of the world ?

Mr. Talbot. Yes, sir.
Mr. Passman. Some people think of this aid as coming out of an 

unlimited reservoir, but as we think  of our limited assets, as com­
pared to the worldwide need, it seems to  be go ing into a bottomless 
PiL

I t is almost inconceivable tha t a nation could get itself as we have 
done, in the position of aiding jus t about every nation on the face 
of the earth, as well as terr itor ies and possessions of other nations, 
regardless  of how desirable it may be. We are breaking America 
with this program.
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But, nevertheless, we are getting ourselves into these entanglements 
tha t will call for increased aid in the future. This thing is going 
skyward on us. You and I know that  every nickel for this foreign 
aid program this year is going to have to be borrowed. Off the 
record.

(Discussion off the record.)
Mr. Passman. I yield to Mr. Ford.

NESA COU NTRY ATTEN DAN CE AT BELGRADE CON FERENC E

Mr. F ord. On page 11 of your statement, Mr. Secretary, you make 
the following point—and I will quote:

While electing to pursue nonalined  policies in world affai rs, the  Cypriot  
Government has  shown itse lf able and willing to draw ethical and moral dist inc­
tions between Communist and free world posit ions on key intern ationa l issues. 
This was demonstra ted by Pre sident  Makarios’ pro-W estern  stan d on Berlin 
during the Belgrade Conference of Neutralist Sta tes in September 1961 as  well 
as (luring his recent sta te vis it to West Germany.

How many nations in the area represented by your jurisdiction  
attended tha t Belgrade Conference?

Mr. Talbot. Tn the neighborhood of 12. I would want to check 
the exact number.

Mr. F ord. Could you put the number and list those tha t attended 
and those tha t did not attend?

Mr. Talbot. Yes, sir.
(The information follows:)

Near E astern  and Sou th  Asi an  Nation s T ha t Attended th e  B elgrade 
Confere nce  in  1961

>nding: Not attending
Afghanistan Greece
Ceylon Ira n
Cyprus Israel
India Jor dan
Iraq Kuwai t
Lebanon Pakis tan
Nepal Syria
Saudi Arabia Turk ey
United Arab Republ ic
Yemen

Mr. Ford. I am delighted to see that you think  highly of  and seem to 
praise Pres ident Makarios for his ability to d istinguish what is righ t 
and what is wrong, morally and ethically. I agree with that  position.

Can we take the  other side of the coin. What about those nations 
that were not able to make this distinction at the time of  the Belgrade 
Conference ? How do we feel about them ?

Mr. Talbot. That Conference was a conference in which much was 
said that was critical of the positions we had taken on a number of 
significant issues, including the question of testing. I think  we were 
extremely disappointed that nations which had been vociferous about 
nuclear testing when our turn  came said so little about the Soviet tests 
which had started  just on the eve of tha t conference, you may recall. 
We felt that  they were not taking the kind of stand tha t Presiden t 
Makarios was prepared to take.
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Mr. F ord. I think  we ought to speak well of those leaders who have 
the forth rightn ess to distinguish what is right  morally  and ethically.

Air. Talbot. Yes, sir.
Mr. F ord. On the other hand, I thin k we ought  to speak as for th­

righ tly agains t those leaders and those nations tha t equivocate, who 
seem to have a double standard  about these matters. It  is my analysis 
tha t the American people would supp ort the Makarios position and 
have very little  sympathy for or agreement with some of the sancti­
monious leaders of some nations who have been preaching to us for 
years about our policies, and then when the Soviet Union does some­
thing, the ir att itude is quite different.

DOUBL E STA NDARD S OF CE RT AIN WORLD LEADERS

I think  th is double standard that  seems to be popular with  certain 
people is what makes the American people so irri tate d with India, 
Yugoslavia, some of our African friends. This is causing the  trouble 
tha t I  am sure is very clear to you when it  comes to aid for Ind ia and 
for some of these other countries.

Mr. T albot. Yes, sir. As it happens, Nehru was one of the mod­
erat ing voices rat her  tha n one of the extreme voices at  th is par ticu lar 
conference, this Belgrade Conference. The Ind ian  position has not 
always been moderate on the question of testing. Sometimes it has 
been very far over on the  other side.

We have many nations in the world tha t are new nations. Some 
of them we hope will increasingly  come to understand the realities of 
the world and of world politics as thev get more exposure to these 
realities.

For some years, as you recall, in India there was almost a convic­
tion tha t China was a splendid  country and tha t Ind ia and China 
togethe r were going to brin g about a renaissance in Asia aft er the 
end of the colonial period. I think one of the most remarkable 
changes in attit ude  in Ind ia in the last 4 years has been the change 
of a ttitu de toward Communist China. Once India got exposed to the 
kind of country that Communist China is, when it begins to  move on 
Ind ia's  borders, then the change in attitude comes.

There  are other countries which have gone throu gh changes. We 
would hope tha t a number of countries would go through fur ther 
changes and fa irly rapidly.

ST A TEM EN TS OF  F R IM E  M IN IS T E R  N E H R U  AN D PRESID EN T M AKARI OS

Mr. Ford. I think  it migh t be well for the record to insert the 
statements  made by President Makarios at the Belgrade Conference 
and also the statements  made by Air. Nehru while he was there in re­
ference to the testing, and reference to any of the other points tha t 
prompted you to make this statement about President Alakarios. I 
would like to compare them, and if we had them in the record, it will 
be helpful.

Air. Talbot. Yes, sir. As I recall, not all statements were in open 
sessions, but among those sta tements  that were available, if  I  may put 
in pertinent  extracts, I  will.

Mr. F ord. It  will be helpful.



242

(The information follows:)
Makarios  Spe ec h , Belgrade Con fer ence , September  3, 1961

Mr. Chairman, it  is a gre at honor  and privilege to address  thi s Conference, 
which, I am confident, will prove to be a landmark  in the  development  of in­
ternat ional affa irs, and in the  effort to secu re and  safeguard a peace  based on 
justice  and freedom.

My country is small in size and  popu lat ion ; it  is the  smallest  c oun try partici­
pating in thi s Conference. But this is no reason to overlook it, fo r thi s Con­
ference is not  being convened for  the  purpose of approach ing world  problems 
in terms of ma ter ial  force but to bring a moral power in the  service of peace 
and progress of mankind. And mora l power does not  depend on size and num­
bers.

I am gra teful for  this  inv itat ion  extended  to  my coun try to p art ici pa te in this 
Conference and  to form pa rt  of the moral power  it  represen ts. I wish to ex­
press  congratu lations  to the  countries th at  took the ini tia tive fo r thi s Conference, 
and  par ticula rly  to Preside nt Tito, and the  people of Yugoslavia, to whom we 
are  all too indeb ted for their  grac ious  hospitality.

I am in full  agreem ent with the  d istinguished speakers who took this rost rum 
before me, th at  it is not the  purpose of this Conference to cre ate  a thi rd bloc. 
The concept of a bloc would involve lim itat ions in objec tivity —the very thing  
to be avoided in any constructive  deal ing with  world  problems. In  fac t it  is 
the  dangers  involved in power blocs th at  have been the  cause  of our  gathering 
fear . Our  essentia l posit ion and our  common ground is th at  of nonalinement.  
Such nonalinem ent is the  course of our freedom of judg men t and  independent 
approach to world problems, allowing our  stan d to be dete rmined by wh at is 
right and jus t in each case.

Our noncommitment to any bloc becomes our commitment—and a stron g 
commitment—to moral  principles. This Conference has  been described as the 
conference of neutrals, but  our neutra lit y is not conceived in the  sense of re­
main ing indif ferent and passive to world  problems. Nor is our  road seen as 
th at  of a single poin t of compromise between the two sides  withou t rela ting 
such compromise to the  mer its of the  case and to basic principles. Our posi­
tion on world  problems is and  should be primarily  guided by the  principle  of 
jus tice and freedom, consisten t wi th the spirit  of the  United Natio ns and its 
cha rter . Within this  broa d and basic  concept we do not overlook the exigencies 
of reali ty in each ease, nor do we ignore  the  dangers  that  may be involved.

But we believe th at  in no case  and on no account can the  principle s of 
freedom and just ice be disregarded with impunity. Perils  are not avoided but  
mul tiplied by compromises which  disregard principle. At the  most, such com­
promises can bring posti>onement. But postponements are  mere  mortgages on 
the future . The need for  a basically  new and mora l approach  to world problems 
is becoming increasingly  fel t all over the  world.

This  Conference of nonal ined count ries is a world moral force  that  can brin g 
a grea t influence to bear in th at  direction . Not only the  people of 24 countrie s 
represen ted here, but  no less those  of o ther  n atio ns look to our Conference for  a 
ray of new hope in times of str ess  and  gre at danger. It  is our  duty not  to dis­
appoint them in the ir expe ctations for  a dynamic sign of moral progress emerg­
ing from thi s Conference.

We partic ipants  in this Conference bear a grea t responsibil ity for  seeing 
th at  the  peoples of the  world are  not disappointed and  th at  the ir hope is 
realized. This  Conference can  prove a turn ing  poin t in the  history  of mankind. 
It  may well be the  beginning of the move of hum ani ty on the  road  up, leading 
through  the  steps  to moral  values, to las ting  peace and  the brotherhood of 
man.

The  progress achieved in recent year s in the  scientific and technica l fields 
should  not be applied  to wa r purposes, but  should be used to serve  human 
prosperi ty and progress.  We mus t not confine o urselves to atte mpts to explore  
the secrets of na tur e and its  immense power. This  power must  be used for the 
benefit of man and  for the solution of h is various  political, social, and financial 
problems.

The gap which lies between the technical problems and  the moral  standa rd 
of life is becoming more and  more dangerous. Unles s thi s gap is bridged, 
mankind will be confronted with  disaster . Two des truc tive  wars have resul ted 
in ruin and have plunged millions  of people into  mise ry and despair. The 
hi tter  exper ience of World  War I should hav e been sufficient to convince the
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people of the world tha t war is not the best means for the solution of the 
problems of man. In fact, it is not a means for solution at all. On the con­
trary,  it invariab ly leads to the creation of even greater difficulties and prob­
lems.

Sixteen years afte r World War II, which resulted in the loss of millions of 
lives and brought untold hardship and misery, par t of humanity  is faced today 
with a more acute problem of poverty and violation of human rights. Man is 
not yet able to build up his future. Man is not in a position to look forward 
with confidence. He is not able to plan without fear for the better days to 
come. He is still living in anxiety of what might happen tomorrow, in the 
shadow of the threat  of possible destruc tion and the menace of a new war.

In this turmoil two large blocs stand threat ening  each other. This division 
makes things more acute and more dangerous. Peace can be regarded as secure 
only if  it is not based on armaments and balance of power but on justice, free­
dom, and self-determination. But his noble principle cannot survive or coexist 
with colonialism.

Colonialism has been the cause of grea t human distress  and hardship. In 
its effort to prolong its hold upon dependent peoples, colonialism is causing a 
continued conflict with regre ttably heavy loss of life in Algeria, Tunisia, Angola, 
and elsewhere. My country, like other countries, represented in this conference, 
has emerged, from a stat e of colonial domination after a long struggle full of 
sacrifice. Our hearts go out in brotherly sympathy and support to all peoples 
struggling for thei r liberation from colonial rule. Their struggle is our struggle, 
and thei r cause our cause. We cannot be considered free so long as in any 
par t of the world, or in any form, freedom is denied.

Freedom is an individual whole. Therefore there  should be a common struggle 
agai nst colonialism in whichever form it is exercised. I feel sure colonialism 
will soon be a thing of the past. Its  life is protracted  at  the cost of heavy loss 
of life, and its death will mean the saving of many lives. The collective voice 
of humanity  has alread y made its decisive pronouncement against  colonialism 
by the resolution adopted in the last  General Assembly of the United Nations, 
which Cyprus had the honor of cosponsoring.

Colonialism, which in the p ast was an established and avowed system of domi­
nation of one people over anot her has been definitely a nd irrevocably condemned. 
The age of domination by force, in whatev er form, can no longer be tolerated. 
It  is incompatible with the spirit of our age. The sooner this is realized by 
the colonial powers the better it is for themselves and world peace, for there 
can be no real stable peace where people are kept in any form of subjection 
agai nst th eir will.

Freedom is man’s best thing, and every suppression of freedom is a violation 
of tha t righ t and a thr ea t to peace. Colonialism in any form or denial of free­
dom and human rights  should be definitely eradicated. Equality of rights must 
be secured for all people irrespe ctive of color, creed, or race. The basic principle 
of the United Nations for freedom and self-determination must be universally 
applied without  being impaired by any k ind of expediency or  other consideration. 
No consideration can prevail over the application of the principle of self- 
determina tion.

The righ t of self-determination of all peoples is the cornerstone of the U.N. 
Charte r. Any solution which ignores the will of the people concerned cannot 
be a sound and lasting solution, nor can it preserve peace. In this context 
we should examine one of the most acute  problems which confronts us today— 
the question of Germany, and Berlin  in par ticular.

I feel tha t any solution of the problem of Germany should not disregard the 
will of the German people, whose righ t to determine thei r status and future 
freely cannot be denied. Several a rguments are being advanced by the Interested 
partie s on the German problem, and in pa rtic ular on the Berlin situation, because 
of which the possibility of anoth er war cannot be excluded.

It  would not be helpful at  t his  stage to deal in detail with this problem. But 
I would like  to emphasize one point, impo rtant  to my min d: tha t the people of 
Berlin cannot be kept  in a kind of concentra tion camp. They should be allowed 
freedom of movement between West and Eas t Berlin. All arguments which 
are meant to jus tify  the existence of bar rier s are in my view unfounded. Any 
negotiations for the solution of the Berlin crisis and of the German problem, in 
general, must be based on the freely expressed will of t he German people. Let 
the Germans themselves decide through a plebiscite under the auspices of the 
United Nations, thei r form and system of government, and as to whether Ger-
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many should be united or remain divided. To relieve the present dangerous 
tension, however, there  is need for negotiations. Neither side should  insi st on 
negotiations on i ts own basis or set conditions.  They should meet in a spirit  of 
understa nding and with a common purpose—t ha t of prese rving  peace with  due 
rega rd for the  rights of the people concerned.

The cri sis over Berlin adds to the seriousness of the alre ady  existing very great 
dangers, whose roots can be found in the  arm s race, in an effort to ret ain  the 
balance of power. Balance o f power, however it  may be though t to be necessary 
as a temp orary measure,  canno t secure peace. On the contrary, the piling of 
arms has  always led to war.  It  is reg rett able that  not  only has  the re been no 
progress on disarm ament, but  not even agreemen t on banning nuclear tests , 
although the  par ties concerned know ful l well the actual  evil effects on human  
life from  such tests.

We were shocked to hear that  the Soviet Union decla red its inten tion to re­
sume nuclear tests, and still  more shocked to h ear  y este rday  t ha t it had already  
sta rte d such tests. In this connection I would also wish to place on record our 
concern over the carry ing out of nu clea r t ests by France  in Africa , against world 
opinion, and in this regard, of the protest s of the people of that  continent.

Effor ts should be made toward general and complete disa rmamen t in imple­
ment ing the resolut ion adopted by the 14th session of the  U.N. General As­
sembly. The princ ipal mil itary powers should resume direct  negotiat ions unde r 
U.N. auspices. Since peace is the  concern of the  whole world, othe r coun tries  
should be associated with  the disa rmamen t negotia tions. Above all, good will 
is impera tive. Mis trus t must be removed. It  is beyond any doubt clea r th at  
disarmament and internatio nal  confidence are  closely linked. Therefore, while 
striving for the abolition o f a rmaments, all countries  mu st actively  try  to reduce 
tension by helping to remove all unnecessary  causes of fric tion  and suspicion. 
Within this  framework  the role of the nonalined coun tries  can be of immense 
importance  and value to the whole world  and its fu ture .

Mr. Chairman, there are  many  problems which beset mankind today. They 
have  already been fully  and ably dea lt with  by the distinguished speakers who 
preceded me. I need not elab orate on all of these  problems. Our urge nt con­
side ration should be turned, as Prim e Minister Nehru said , to the thre atening 
problem tha t arises from the  imminent dang er of a general conflagration that  
may mean the end of our organized human community, and perhaps of all 
human life on this  globe. Let us, there fore,  take a view in perspect ive of this 
grave problem.

The thr eat has  been increased in the  continuous piling  up of nuclear weapons. 
But  the crisis in Berlin  has  made the  danger seem to be now f as t approaching. 
Indeed humanity, now as never before, is faced with a great dilemma from 
which there can be no re trea t and no escape. The means  of tota l destructio n 
now placed in the hands of man are as dead ly as  they are  global. Hum anity 
will have to abolish war  or pe rish. But can th is be achieved?

War  has been the outcome of a cer tain  mental approach  to life. It  springs 
from the negative concept of antagonism and selfish pursui ts for  domination 
and expansion by force. Wa r has, through  the ages, conditioned the  evolution 
of mankind, and has been a determ ining fact or in n ational and political develop­
ments. It  would not be possible to abolish war  unless  the concepts from which 
it stems are  abandoned.  This, however, though by no means easy to accomplish, 
is im[>erative, and it can be achieved if humanity  makes the effort  demanded  of 
it for its own physical  survival.  The first significant and collective s tep  in  t ha t 
effort has been the establish ment of the United Nations. This  world orga niza ­
tion should be encouraged and helped in its evolution toward becoming an 
effective inst rum ent of government for peace based on world war.

This Conference, Mr. Chairman, coming a t the present juncture of the  w orld ’s 
history , has a dual duty to perfo rm in this  respec t: (1) It  should exert  its in­
fluence toward an easing of the tension by an agreemen t which would restore  
the sense of security th at  ha s been  shaken by the  p resent crisis. To this end the 
Conference should call for  an ear ly meeting between the  heads  of th e two leading  
sta tes in this  dispute; namely. Pres iden t Kennedy and Mr. Khrushchev. (2) The 
Conference should in an imag inative move ca ll for  the  placing of moral values 
first in the policies of nations. The essence of the resolu tions to be adopted 
should convey this call. In this  spi rit the Conference should give its  full moral 
suppo rt to the United  Nations , as an effective inst rum ent  of peace and freedom 
in the world. Thank you, Mr. Chairman.



245

Excerpts F rom a Speech Delivered by Prim e Minist er  Neh ru  at th e 
Belgrade Conference on September  2, 1901

D IS ARM AM EN T

We talked, everybody talked and s till talks about disarmam ent. As my frien d 
and colleague, Presid ent Nkrumah, has said, “Disarmament is the most vital 
thing.” 1 entirely  agree with him. The fact is tha t while we have talked about 
disarmament the world has gone on arming more and  more. What does a ll this  
lead to? There is something wrong. Some gap between our thinking and the ac­
tion the world takes. The basic fact is tha t the world which has talked of dis­
armament  month afte r month, year afte r year, has been armin g more and more 
and it has arrived almost at  the final stage when e ither  it disarm s or it bursts . 
There is no choice left today and in this field of maneuvering the choice is get­
ting more and more limited. When each party  digs in its toes to par ticu lar 
positions, when each grea t country, even smaller countries, feel the ir national 
honor is involved, it is difficult to move them. When big countrie s feel tha t 
their national honor is involved they risk war, whatev er the consequences. 
That  is what  we are getting  to. It is possible then, when these rigid atti tudes 
are taken, tha t indication from this conference and all those whom it  repr e­
sents—they are many and they count in grea t par ts of the world—a positive 
indication might have some sl ight effect on these grea t protagonists who, with 
their  nuclear bombs thre aten  each other and incidentally threaten  all of us, 
because it is nowr known very well tha t the effects of war will not be confined 
to those grea t powers or the ir lives but tha t other countries which are not in 
the war will also suffer. Presumably, if war comes, coun tries represented here 
will not rush into war, they will remain apart . But what good will it do them 
to remain apa rt when they will suffer from it and when the whole world will 
suffer? Therefore, we have arrive d at a position today where there  is no choice. 
Well, to say tha t t here  is no choice between war and peace sounds rat he r fatuous. 
I put it this way: There is no choice left between an attem pt between negotia­
tions for peace or war. If people refuse to negotiate, they must inevitably go 
to war. There is no choice. They must negotiate, and I am amaged and sur­
prised tha t rigid, proud attit udes are taken up by g reat  countries all being too 
high and mighty to negotiate for peace. I submit with all humility to them 
and to others tha t this is not the righ t attitude, because it is not t hei r pr ide tha t 
is involved in it but the fut ure of the human race.

I cannot—and I rather doubt if even this assembly can go into these mat ­
ters and suggest tha t you must negotiate on these lines or you must come to 
terms on these lines. I do not think tha t is possible for us or suitable. We 
may have our ideas and when the time comes we may even say so, but our in­
dication tha t these are the lines for your settlement for negotiation instea d 
of helping may hinder, because we are dealing with proud nations and they 
may react wrongly. Therefore we cannot really lay down any terms on which 
they should negotiate. But it is our duty and function  to say tha t they must 
negotiate and any party  tha t does not do so does tremendous inju ry to the 
human race. I am not talking about basic agreements between rival  ideas, r ival 
ideologies and rival attempts to increase the power of a nation. I do not think  
tha t by one s troke you can solve all these problems or tha t anybody can. But 
at the present junc ture one has to see how to lessen these tensions, how at 
least to remove some of the obstructions to peace, how at  least  to prevent war  
coming. If tha t is done, then other steps will natu rally follow.

I believe firmly tha t the only possible way ultimately to solve these problems 
or many of them is by complete disarmament. Yet it would be absurd for me 
to say “in the next week or month decide on complete disarm ament” because 
it is not a practicable proposition. Today the situat ion is such tha t the ir fears  
from each other are leading them toward  greater armaments all the time 
whether you look at one side or the other. There, although I consider disar ma­
ment an absolute necessity for the peace of the world in the future—I think 
tha t withou t disarmament these difficulties, fears  and conflicts will continue— 
nevertheless one cannot expect it  suddenly because this conference wants it. We 
should lay stress on disarmament, of course, but for the presen t moment the 
only thing th at we can do is to lay stress  on the fact of negotiations with a 
view to getting over these present fear s and dangers. If tha t is done, the next 
and third step  follows and may be taken.
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BERLIN

I would venture  to say th at  it is not for us even to lay down what should be 
done in rega rd to Germa ny or Ber lin which ar e the imme diate cause s of this  
prese nt tension. There  ar e some thin gs th at  seem to me obvious. For  inst ance — 
othe rs have ref err ed to it too—it seems to me obvious that  cer tain fac ts of life 
should be recognized. The  fac ts of life  are  firs t th at  the re are  two indep endent 
entit ies, powers, cou ntrie s : the Govern ment of West Germa ny (Fe de ral  Republic 
of Germ any) and the Governm ent of Ea st Germany  (Germa n Democ ratic 
People’s Rep ubli c). Th at is the fac t of life : It  is not a ma tter of my or any ­
one else’s liking or dislik ing it;  It  is a fac t th at  has  to be recognized. If  you 
ignore the fac ts of life and the fac ts of cont emporary  politics , th at  mean s that  
you are ignorin g somethi ng which will lead you to wrong resu lts. The  second 
thing  (I  am expre ssing  my own opinion for the moment) is th at  as thin gs are, 
we find t his gr ea t city  of Berlin  divided by w hat  might be ca lled an int ern ational 
fro ntier. It  is a very awk war d sit uat ion  but  the re it is. Bu t anyhow , West 
Berlin  is very closely allied to Wes tern  Germa ny, to the Western cou ntri es and 
they have had these  r outes  of access to them,  and I am glad th at  Mr. Khrushche v 
himself has  i ndic ated  that  th at  acc ess will not be limited ; it will be open to them 
as it is now. Now, if that  is made  perf ectl y clea r and gua ran tee d by all con­
cerned, I should imagine  th at  one of the  ma jor fea rs and  maj or causes of 
conflict will be removed. I am merely pu tting  thi s for wa rd to ind icat e how 
some of the  big thing s that  are trou bling people are  capab le of solutio n with out 
solving the en tire  problem. If  some thin gs are  under stood  and agreed to 
definitely, imme diatel y the fear  of wa r in the  nea r fu tu re  disa ppears.  Other  
thing s can be considered  lat er.  So, I ven tur e to say th at  the most imp orta nt 
thin g for the  world today  is for  thes e gr ea t powers dire ctly  concerned to meet 
together and  nego tiate  with  the  will to peace and not to stand too much on 
the ir respec tive prestig e, and I think  th at  if this confere nce thro ws its  weight 
on tha t, as I am sure  it must be pre par ed to do, it will be a positive step which 
we tak e to help.

SOVIET TE ST ING

Now, sir,  may I add her e th at  this dan ger  of wa r comes ne are r and nea rer,  
has  been enhanced, and has  become ne are r to us perh aps  by the  rece nt decision 
of the Soviet Governm ent to st ar t nuc lea r tes ts. Now I am not  in a position and 
I suppose no one else her e is in a posit ion to know all the  fac ts which  unde rline  
these decisions—al l mil itar y conside ratio ns, politic al, nonpo litical cons idera tions  
what ever  they may be—but one thi ng I kn ow : th at  this decision makes the 
situ atio n much more dange rous.  Th at is obvious to me, the refo re I regr et it 
deeply becau se it may well lead to oth er cou ntrie s also sta rti ng  this and then 
ap ar t from dan ger inh ere nt in nuc lea r tes ts—th at  is, rad ioa ctiv e substa nces 
falli ng and all th at —all thi s bring s us to the  very verge and precip ice of war . 
Th at is wh at I deeply reg ret.  It  lias become even more urg ent  th at  this  process 
of negot iatio n should begin wit hou t any delay, wit hou t thin king of who is going 
to ask whom first. The perso n who ask s firs t w ill deserv e cr ed it ; not the  person 
who sh rink s from askin g ot hers.

SETTLEMENT OF DIFFERENCES BETWEEN COUNTRIES

Mr. Ford. On pages 3 and 4 of your statement you say:
You r eadi ly und ers tan d the problem which this poses f or us in the form ulati on 

of our  aid programs. Accordingly,  we are  aler t to every opp ortu nity  to help 
resolve these  dispute s. However , the cou ntrie s involved are  sovereign  and there 
is a lim it to wha t we can do to ass ist  in the resolu tion of thes e conflicts. To 
atte mp t to deny all aid as a lever age to bring  abou t solutions  of highly in tra ct ­
able conflicts, in our judg men t would be impracti cal. Such an action  might  
prove coun terpro ductiv e and fu rth er  limi t any usefu l role which we can play  
in these conflicts. As you know, these  int rare gio nal  disp utes  involved deep- 
rooted  emotions of newly independ ent coun tries , each sens itiv e to any infr inge­
ment  of its dignity  or freedom of action . In my opinion, these dispu tes requ ire 
the balm of time, patien ce, and persuasio n.

Are you saying there tha t we should not use our mutual as­
sistance program or foreign aid program to try  and resolve differences 
between countries and assist the establishment of policy in countries?
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Mr. Talbot. I was seeking to say, sir, tha t we use the policy in­
struments available to us to attempt to moderate the corrosive disputes 
between countries. When it comes to using the aid instrument as a 
club on one country or another,  we think in the American in terest there 
are likely to be more difficulties and more disadvantages than there are 
advantages.

Mr. F ord. Are you saying that we should not use the mutual security 
program to try  to bring about a resolution of the  difficulties between 
the Arabs and the Israelis ?

Mr. Talbot. With respect to  the Arabs and Israelis, I  think I would 
say we should use whatever means are available to us, diplomatic and 
otherwise, which on the one hand will help to reduce those tensions 
and, on the othe r hand, will serve our national interest.

Unfortuna tely, these are very complicated areas, with many di f­
ferent forces a t work in them. There are the forces of interna l dis­
ruptio n and disintegration . There are the forces and pressures from 
the Communist world. There are the  antagonisms between them. As 
it happens, there is not a kind of 1-to-l ratio  between our aid and 
any one of these forces. Our aid works on the complex of forces. 
When we thin k about using our aid to meet one of the problems, we 
also have to think o f the effect of the use of th at aid on all of the other 
problems which we are  dealing with.

I would say with reference to the Arab  countries and Israe l tha t 
we should strive, as indeed we do strive, to ameliorate the high ten­
sions between these various countries. We have tried in a number of  
ways to ameliorate these tensions. We are s till t rying. Fo r example, 
in supporting the work of the Palestine Conciliation Commission, the 
special representative, Dr. Joseph Johnson , with respect to the Pales­
tine refugees, and so forth . We shall continue to try.

But to say to Israel , “We will give you no more aid unless some­
how th is dispute is resolved,” or to say the same th ing to Jordan  or 
one of the other countries, would, in our estimation, be disadvan­
tageous to our national interest.

If  I  may give one example, Jordan , as you know, survives to a large  
extent because of the external  assistance t ha t it obtains. Two-thirds 
of the population of Jor dan  are Palestin ians. The Jordanians and 
the Israe lis have some rather  high tensions between them.

(Off the record.)
The Near Ea st is an area where we have very large interests indeed, 

and those interests  would not be served by the kind of combat and 
hostilities which would result.

FORETON ASS ISTANCE TO VAR

Mr. Ford. Let us take this  situa tion: Fo r a number of years the 
Egyptian s, the United Arab  Republic, have prevented  the passage 
of Israe l ships o r ships with Israe l cargo in them, through the Suez 
Canal. I have heard it argued tha t the way for the United States 
to solve this  problem is to have the United States stop making any 
mutual assistance available to the United Arab Republic. What is 
your reaction to that ?

Mr. T albot. If  I may say so, sir, the United States virtual ly tried 
tha t at the time that assistance to the Aswan Dam which had been
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negotiated was w ithdrawn. The result was the nationalization of the  
Suez Canal. It would seem to me, sir, that in dealing with  a number 
of these countries—these happen to be new countries, they happen 
to be quite sensitive in terms of th eir sovereignty, and so on—one can 
very easily brin g about unexpectedly adverse results. Again, we look 
to each of the problems and do what we can about each problem, but 
in taking any measure with respect to one problem, we must thin k 
about the effects of that  measure on all of the other problems.

So my answer to  your  question would be that  i t would not be to the  
U.S. interest to hold back aid from the United Arab Republic in the 
expectation tha t our action would force the United Arab Republic 
to end this pract ice which we do not like.

Mr. Form. In fiscal 1962, we increased our assistance to the United  
Arab Republic. Did we get any quid pro quo for tha t? Wha t was 
the justification or the basis upon which economic assistance was in­
creased to the United Arab Republic in fiscal 1962?

Mr. Talbot. Off the record.
(Discussion off the record.)
Mr. Talbot. When the cotton crop nearly  failed last year and  there  

were other economic difficulties, Egypt ran into a severe foreign ex­
change shortage, and it went to interna tional  agencies to assist it 
through that  economic crisis. Egypt came to us. We said in effect, 
“We would be wil ling to consider assisting you in this crisis if you 
would go to the Interna tional Monetary Fu nd and make an agreement 
with the IM F.” Of course, they could not make an agreement with 
the IMF  unless they were willing to do certain  things, to  adjust thei r 
economy. They did make an agreement, and there was a devaluation 
as one of these efforts.

Then we sa id :
We will provide a certain amount of money for the stabiliza tion fund which 

the IMF is organizing. We will provide another $10 million, provided you make 
arrangements with Western European countries to assis t you beyond the  initial  
$20 million tha t you will get from them.

In this way, we saw that  the United Arab Republic Government 
began talkin g with the Briti sh and the relations between the United 
Arab Republic and the British have apparent ly improved very con­
siderably in the last 6 months or so.

Similarly, we hear tha t the United Arab Republic is making ap­
proaches to the French, and so forth .

So gradually one of our policy objectives is to increase the contacts 
and communications between the United Arab  Republic and the 
Western countries.

(Discussion off the record.)
Mr. Ford. Nasser was very critical at the Belgrade Conference, as 

I recall, of our proposed resumption of nuclear testing, was he not?
Mr. Talbot. Off the record.
(Discussion off the record.)
Mr. Talbot. Please, sir, let me not overstate this case, because I 

would not predict at all tha t we would now find the United  States 
and Nasser have parallel policies. On the contrary, there are many 
differences.

Mr. Ford. That is what I was going to bring  up. The things you 
have mentioned, which I  assume are true, are all to the  good.

Mr. Talbot. There are also some bad things.
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US E OF AID PROGRAM TO ASSURE RIG HTS FOR ISRA EL

Mr. Ford. This is the footnote: Every time the mutual security 
authorization bill and/o r appropr iation bill comes to the floor of the 
House, we hear a number or speeches about:  Why can’t we use the 
mutual security program to open up the Suez? Why can’t we use 
the mutual security program to permi t the free entry into Arab coun­
tries by people of Jewish faith ? None of these problems have been 
solved, even though  we increased in fiscal year 1962 our economic 
assistance to the United Arab Republic, according to the executive 
justifications I have before me, bv a ratio of approximately 2 to 41. 
We have apparently, according to your testimony, achieved some in­
tangible and possibly some tangible results. I hope you are correct. 
However, in these tough problems that we have heard about as long 
as I have been here, every year a t least, twice a year, I see no progress. 
Yet in fiscal year 1962 the United States  substant ially increased our 
economic assistance to the United Arab Republic.

Mr. Talbot. If  I might respond to tha t, sir, it seems to me there 
is some indication of change with relation to large r world issues, not 
a great deal, but some. There is also some indication of willingness 
on the part, of the United  Arab Republic to put the Israe li question 
in the icebox fo r some time. This does not mean solve it, but at least 
put it back so it is not a day-to-day i rri tan t in th eir  relations. There 
has been no observable change vet in the rivalries and tensions that  
occur between the United Arab Republic and other Arab States, in 
part icular the radio warfare , and this, that, and  the other.

On the questions of visas for Americans, regardless  of race, creed, 
or color, once again it seems to  me tha t we must push as ha rd as we 
can on this issue, but  th at the a id instrument is not the rig ht tool for 
that.  If  I  may go off the record, with Jordan, for  example-----

Mr. Passman. You may take it off the record when it comes down 
to you. Regarding anything  tha t deals with security you make the 
decision whether it stays on the record or comes off.

Mr. T albot. Tha t is all right . We are working very quietly with 
one or two of these states. We have this as a very high prio rity , and 
there are indications of progress. This seems to us to be the  way in 
which, in the long run, progress can be obtained.

Mr. F ord. What  bothers me, aside from the specifics we have talked 
about, is that, in o ther areas of  the world—Laos, Peru—we do use our 
mutual security program as a weapon to achieve a policy. Wha t is 
the difference?

Mr. T albot. In this area of the world, sir , as I have suggested, the 
question is balancing the consequences. If  an occasion should arise in 
which a situation like Laos developed in this region, then it would 
seem to me worth considering. Wha t I have been saying is not that  
aid should never be used for this  purpose, but in the countries with 
which we are dealing in the Near East  and south Asia, the  side effects 
and the complications lead to the judgment that  it  would be unwise 
and not in the interest of the United States for  us to use aid in this 
part icular way.
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POLICY ON DEVELOPMEN T LOANS TO INDIA AND PA KIST AN

Mr. F ord. On page 3 of  Mr. Ga ud ’s sta tem ent are  list ed $450 million 
in deve lopment len din g proposed fo r In di a fo r fiscal 1963, an d $225 
mil lion  prop osed deve lopment len ding  fo r Pa kista n.  At  the  bot tom  
of that  column you show figures of  $850 mil lion  to $950 millio n in 
proposed  deve lopm ent lendin g for  six co untrie s ide ntifi ed a nd a seventh  
called other. Are we firmly  com mitted  as a policy to thes e amounts  
of deve lopment len din g fo r those two  cou ntr ies  in fiscal 196.3 because 
of long -range  com mitmen ts ?

Mr. Talbot. Yes, si r; subject, to ap prop ria tio ns  and subje ct to 
certa in ma tch ing  p rincip les  whi ch hav e been developed.

EFF ECT OF RED UCT IONS I N  AVAILABLE FUN DS

Mr. F ord. The oth er am ount between the  $675 mil lion  and the  
minimum figure o f $850 million is fo r o ther  proposed pro gra ms . W ha t 
hap pen s to them  if the  Cong ress,  in its  wisdom, makes red uctions in 
the  total ava ilab le?

Mr. Talbot. Si r, when  the  Congres s, in its  wisdom, det erm ines an 
ap prop ria tio n,  the  develop men t len ding  which is ind ica ted  here will 
be worked ou t wi thin th e resourc es given .

Mr. F ord. Do you mean to say  th at  the  amoun ts which are listed 
here fo r In di a and Pa ki stan  are  irre vocable ?

Mr. Gaud. No.
Mr. T albot. No.
Mr. F ord. Then let us tak e it th is  w ay : S upp ose  th e Congres s made 

ava ilab le $700 mill ion,  as an example. How do you,  as a mat ter of 
policy , fit you r do lla r pr og ram s into th at  am oun t, bea rin g in  m ind  th at  
you ju st  tes tified  th at  $675 million was com mit ted to In dia  and Pak i­
stan  ?

Mr. Talbot. May I  make it clea r, sir, th at  thi s com mitmen t is both 
sub ject  to ap prop ria tio ns  and  subject to certa in matc hin g princi ple s 
which have been accepted. Un til  now, we do not know’ wh eth er------

Mr.  F ord. In  o ther words, th e Congress in its  de ter mi na tio n o f w hat  
should be available in fiscal 1963 does have leeway, does have flexibili ty 
as to  the  pro gra ms  fo r In di a and P akist an .

Mr. T albot. Si r, the  Con gress ha s a lready g iven  autho ri ty  to un de r­
tak e long-rang e agre eme nts.  One would  assum e th at the  Congres s 
in its  wisdom would no t abrog ate  the  lon g-rang e agreem ents which 
have been given  u nd er  congressional au tho rity,  except fo r very serious  
an d cr itica l reasons.

Mr.  F ord. On the  other hand, the  Congress does not have  to i dent ify  
any  redu ction in any  such  commitm ent to In di a or  Pa kista n. The 
Congress can sim ply  mak e less money ava ilable  in toto , leavin g it up 
to the  Execu tive’s good jud gm ent  to determ ine  where the  reduct ion  
sho uld  be made.

Mr. Gaud. May I  st ep into  this,  please, because I  th ink we are  really 
into the  AI D side of how we han dle  ou r reques t fo r approp ria tio ns .

(Off the re cord.)
Mr. F ord. You wou ld agree, I am sure , Mr.  Secre tary, th at  is a 

possibi lity.
Mr. T albot. Yes, si r;  that  the  C ongress  se ts the  ap prop ria tio n,  yes, 

sir.
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Mr. Passman. I want this record to be in keeping with the prior 
record. I think  I am making a sta tement of fact tha t they said it is 
an annual custom, aft er they get the appropriations, to make the 
revisions to fit the amount of money they get. So, if  the Congress, 
in its wisdom, should make a downward adjustment, it simply means 
tha t you people downtown, working out our programs, will make 
whatever adjustments are necessary to keep within the amount tha t 
the Congress makes available. Is that not an accurate s tatement ?

Mr. Talbot. Yes, sir.
Mr. P assman. Thank you.

POSSIBILITY OF MAINT AINING  AID PROGRAMS IN  INDIA  AND  PAKISTAN  AT 
DETRIMENT OF OTHER COUNTRIES

Mr. F ord. It  bothers me as a policy mat ter tha t we appa rent ly are 
going to maintain the aid programs to Ind ia and Pakis tan, or there 
is a possibility of it, to the possible harm or detriment of some other 
very good friends of ours, provided the  Congress does not make all the 
money available that is requested. I am jus t try ing  to be certain tha t 
we are not going to exclude some other  very good friends of ours and 
maintain  aid and assistance to Indi a and Pakistan regardless. Al­
ready the Congress in the authorizat ion bill has made some reductions, 
very minor, which I suspect would lead to some revisions in the pro ­
grams tha t were originally  submitted by the Executive. If  tra di ­
tion is followed in fiscal 1963 in the appropriation process, we will 
probably have reductions there.

Mr. Talbot. Sir, Mr. Gaud can speak to this more closely, but 
there will be requests from various countries for  assistance in devel­
opment lending, and these requests, I am sure Mr. Gaud would say, 
would be judged wdthin the context of the funds  available.

committing future funds

Mr. Passman. During previous hearings  this  year, dealing with 
another section of the world, we discovered—and the law is broad 
enough to permit  it—tha t the AID  people has programed one very 
expensive project to completion away off some 8 or 10 years from now. 
I think the total project was $342 million. The country itself, of 
course, was supposed to arrange for certain par ts o f it. We got into 
the breakdown, and we had the Exp ort- Imp ort Bank, the develop­
ment. credi t section, and three or fo ur o ther different categories of aid. 
This was for a $110 million aluminum smelter tha t had not even 
been started . The completion date was some 7 years off, at the 
minimum, and they had funded the program to completion. We do 
not know how many other programs we shall run into which are 
simila r to tha t before we finish the hearings, b ut we do know tha t the 
pipeline has gone up hundreds of millions of dollars—close to a b il­
lion dollars, when you get into all phases of it.

The record shows th at when you fund a project in its entire ty, for 
some reason or other  it gets pushed off on the side, and that  conclition 
could py ramid if some of us did not find the time to keep going over these figures.

The fact of the matter is, the  Congress has appropr iated  more money 
for the program each year than was needed, and this has been verified 
the following year by the agency’s own statements.
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Wha t is the land area of Cyprus ?
Mr. Talbot. .3,600 square miles.
Mr. Passman. What is the population ?
Mr. Talbot. The populat ion is about 600,000.
Mr. Passman. The book shows 569,000.
Mr. Talbot. In  1961; yes, sir.
Mr. P assman. It  is one of the smallest countries, if  not the smallest, 

on the face of the  earth.
Mr. F ord. Will the chairman yield there? Maybe the fact  that  

they are so small adds luster  to their policy statements.

BELGRADE CO NFEREN CE STAT EM EN TS

Mr. P assman. With  reference to the Belgrade Conference, I be­
lieve there were 24 delegates present.

Mr. Talbot. I would have to check on that .
Mr. P assman. I think  that  is correct. And you had two observers. 
Mr. Tennant. Tha t is correct, from an inser t we provided.
Mr. Passman. Of the other 24 countries, how many presidents or 

head of government have made a similar  statement to that  of the 
President of Cyprus ?

Mr. Talbot. Statements  were made by all of the heads of dele­
gations. They var ied in  detail.

Mr. P assman. I am talking about the change of policy by the heads 
of government. Are there  any oth er exceptions?

Mr. Talbot. Some of them were more moderate. Some of them 
were more on the other side.

PROPOSED AID  TO BELGRADE CO NFERENCE PA RT IC IPAN TS

Mr. P assman. But i t would appear tha t those people who issued the 
harshest statements got the  la rgest increase in aid, or a t least some of 
them.

Let me say th at the 24 nations  which sent delegates to  the  Belgrade 
Conference received aid last year, fiscal 1962, in the amount of $671 
million, but according to the present plan, if you get the amount of 
money you request, th at aid will go up to $813,500,000, an increase of 
$142 million. So, it would appear  that, the aid program  will continue 
runn ing wild. Whether they are for us or agains t us, in the middle, 
or do not know, they still are going to get a b ig increase in the aid 
program.

Thank you, gentlemen.
We shall recess until tomorrow morning at 10 o’clock.
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Tuesday, July 31,1962.
Mr. Passman. The subcommittee will come to order.
At an ea rlier  da te we asked Mr. Miller to get  us a detailed opinion 

as to the position of the Department on a projec t where we made a 
commitment, or a pa rtia l commitment, we shall say, on a $300 million 
project, and you gave them $100 million out of 1962 funds. Would 
the Depar tment  feel tha t under last year’s legislation, the inten t of 
the Congress would be such t ha t we would have a moral obligation 
to provide the remainder of the funds? Have you obtained tha t opinion yet?

Mr. Miller. I did not check with the General Counsel this morning, 
Mr. Chairman. But, they do not have the opinion ready.

Mr. Passman. Tha nk you.

AID RE QU EST TO LIBRARY OF CONGRESS

Is it the understanding of the members of the executive branch 
tha t the Legislative Reference Service of the Library of Congress is 
prim arily  intended to do research for Members of Congress?

Mr. Gaud. I am a fraid I know very littl e about the Charter of the 
Library  of Congress.

Mr. Passman. If  you wanted inform ation about the aid program 
would you go to the Library  of Congress or to the AID  agency ?

Mr. Birnberg. On m atters  dealing with aid, we would go to AID .
Mr. Passman. Yesterday we requested tha t you provide us a list 

of the nations to which we had not given aid, or are not now planning  
aid, since the end of World Wa r II , and have been informed tha t the Legislative Reference Sendee of the Library  of Congress has 
been asked by the A ID agency to compile and supply this information 
which then would be transmitted to this subcommittee by the AID 
witnesses.

Gentlemen, when it gets to the point th at you have to call the  Legis­
lative Reference Service of the Library of Congress, and I am, in 
turn , questioned on the matter, to ascertain the nations  to which we 
have given aid, or  have not given aid, t hat  is an indication to me that 
something is seriously lacking in the Agency.

Would you please give us the li st ?
Mr. Tennant. Mr. Chairman, our research and statistics people 

worked up this list last night . I do not know who they contacted. 
I neglected to give it  to you a t the beginning of th e session this morn­
ing. You asked for two other  lists, both with respect to the British 
Territories. They are apparently working on them and they will be up here this  morning.

Mr. Passman. You have Algeria a t the top of the list.
All we can ask you to do is to try  again.
We know also that Czechoslovakia received aid.
So, I repeat, you had bette r go over the list again.
Mr. Tennant. There is a footnote, Mr. Chairman.
Mr. Gait). If  you read the footnote, that will answer the problem on Czechoslovakia.
Mr. Passman. We know tha t Algeria received aid.
Mr. Tennant. I believe that was-----
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Mr. Passman. That was in fiscal 1962, f rom the contingency fund.
Mr. Tennant. Yes, sir. I think there  is a slipup there.
Mr. Passman. I will stick by my list, which indicates tha t we are 

giving, or have given, aid to 101 of the 113 nations.
Mr. Andrews. Did the Lib rary  of Congress-----
Mr. Passman. The AID  people called the Legislative Reference 

Service of the Library of Congress to find out if they could tell them 
the number of nations to which we are  not giving or planning  aid. 
I was then contacted with reference to information on the m atter.

Mr. Andrews. Off the record.
(Discussion off the record.)
Mr. Andrews. You, the chairman of this subcommittee, called on 

AID  to furni sh a list of countries that have not received U.S. aid 
since World War I I  ?

Mr. Passman. Correct.
Mr. Andrews. The AID  Agency called the Library of Congress 

for the information?
Mr. Passman. Yes.
Mr. Andrews. The L ibra ry of Congress, or  someone from the Li­

brary, then contacted you relative to this information ?
Mr. Passman. Tha t was the sequence.
Mr. Andrews. Off the the record.
(Discussion off the record.)
Mr. Gaud. There is one thing I would like to say to make the  rec­

ord straight. Tha t is, there  is an assumption here th at someone from 
AID called the L ibrary .

Mr. P assman. It  is no assumption.
Mr. Gaud. We have no knowledge or inform ation on it.
Mr. P assman. Did somebody call the Library of Congress in con­

nection with my request?
Mr. Gaud. I did not-----
Mr. Passman. Some employee of AID  called the Library  of Con­

gress about this matter.
Mr. Tennant. I had not heard.
Mr. Passman. Have you, Mr. Bimberg  ?
Mr. Birnberg. No, sir.
Mr. P assman. Had you ?
Mr. Miller. No, sir.
Mr. Passman. I want  to say categorically tha t AID  did call the 

Library of Congress about thi s information.
Mr. Gaud. I am a fraid you drew a false implication from what I 

was going to say. I did not want to reflect on you o r the  Library  of 
Congress. All I wanted to say was, tha t I started to say, as you in­
terrupted,  that it  would seem perfectly clear from wha t you were told 
by the person at the Library  of Congress we had called there but we 
do not know what other efforts we made to find out the list of coun­
tries. The only th ing I wanted to make very clear is tha t it is cer­
tainly not clear tha t our activi ties were limited to a call to the  Library 
of Congress. It  is entirely  possible we did our best to find out  and 
tried  to check the list. This is all I wanted to make clear.

Mr. P assman. In the first place, why did you have to call the Legis­
lative Reference Service of the Library of Congress to ascertain the 
countries to which you had not given aid?
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Mr. Gaud. Mr. Chairman, I clo not know whether a call was made.
Mr. Passman. I want to say one more time tha t the AID  called 

the Library  of Congress in this regard and then I was contacted 
relative to the informat ion requested.

Mr. T ennant. May I say a few words on this, because the request 
was directed to me?

Mr. Passman. All right.
Mr. Tennant. At the time the request was made, we turned it over 

to our Research and Statistics people. This  green book, which I think 
each member of the committee has seen, lists all of the aid we have 
given under the foreign assistance program since 1945. I assume tha t 
if the Research and Statist ics people called the Library  of Congress 
they were t ryin g to  ascertain the official list of countries so they could 
tick off those we had given a id to, and those we had not. I respect­
fully request Alger ia be deleted from the list because I think our 
Research and Statis tics people inadvertently  checked against the green 
book which covers programs through 1961 and not 1962. Aid to 
Algeria occurred in fiscal year 1962.

Mr. P assman. All this happened since yesterday, and this morning 
you brought  a list down and the first country on tha t l ist is Alger ia, 
which dicl receive aid  in fiscal year 1962.

Mr. Tennant. Yes, sir.
Mr. Passman. I am not going to go beyond t ha t point.
We shall proceed with the regular examination.

VARIOUS AID PROGRAMS IN  NESA REGION

Mr. Gaud, it is my understand ing tha t our various A ID programs 
in your section would encompass just about every type of projec t we 
have in America: irrigation , drainage, flood control, roads, bridges, 
and everything else th at would contribute to the economy and help 
to improve the standard  of living of the people in the countries  we 
are helping. Is tha t your understand ing of it?

Air. Gaud. Yes, sir.
Mr. P assman. Would you agree t ha t in establishing the worthiness 

of a project, we should not, in fact , discriminate against a country or, 
for that matter, against our own country ?

Do you believe a single standard would ac tually be a good criter ia 
to go by, if it could ever be worked out ?

Mr. Gaud. I think it is almost impossible to apply  the same sta nd­
ards to countries with different characteristics, Mr. Chairman, but 
certain ly-----

Mr. Passman. I am speaking of the overall.
Mr. Gaud. Certainly you want  to make certain a p roject  is worthy 

liefore you go into it.

u.s. system for approving projects

Mr. P assman. Are you familiar  with the system we employ in 
America to bring  into being a public works project ?

Mr. Gaud. In a general way.
Air. P assman. AVould vou like to state your understand ing of how 

we create, we shall say. a hood control project  in America ?
Air. Gaud. You are speaking of the budgetary process ?

87948— 62—pt.  3------17
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Mr. P assman. No. From  the  begin nin g of the  proje ct to  the  be­
gin nin g of cons truc tion , as you un de rst an d i t?

Mr. Gaud. A p roj ect th at  might be run by the Corps  o f E ngine ers ?
Mr. Passman. The  C orp s of  En gin eers,  D epart me nt of the  A rmy.
Mr. Gaud. Pa id  for  with public  fu nds?
Mr. P assman. Yes.
Mr. Gaud. As I underst and it,  and thi s is a field in which T have  

not  h ad any  actual  expe rience, bu t it  is my un de rst an ding  t hat  such a 
project  is developed and may  or ig inate  from  any  one of the  dozen 
differen t sources. It  will be stud ies . It  will be eng ineered and  pr e­
sented  to the Congres s as a pro jec t with  a request fo r an ap pr op ria­
tion of fund s.

Mr. P  assman. The gen tlem an is corr ect as fa r as he has  gone. but  
it st ar ts  at the  local level, usua lly  at  the  St ate level. The State 
enginee rs and  the C.S. En gine ers determ ine  wh eth er it would even 
be eligib le for  fu nds fo r a s tud y.

After  you elim inate th at  factor , and get into the  stu dy  process, 
then it moves to the  Public Works  Com mit tee fo r au tho riz ati on  fo r 
the  stud y.

When you leave that  process, then  it gets  down to a mat ter of  es­
tab lishing  the  cost-benefit ra tio , whether or not the  benefi ts would 
exceed the  cost of the  pro jec t. In  every case, with  no e xceptio ns that 
I  know of, unless you can establ ish  a posi tive  benefi t-cost  ra tio  you 
cannot, get the pro jec t au tho rized . When you fina lly get an au th or ­
izat ion,  you accept an ann ual  slice of the  amoun t of  fund s necessary  
to complete the pro jec t. I t may  require  15, 18, or  20 years , and you 
are  necessari ly satisfied with a one-slice ap prop riat ion to expend  on 
a pro jec t that  has  been well established  at all levels,  and  th at  the  
benefi ts will exceed the costs.

Bu t. we have a double sta nd ard.  We go out into  oth er cou ntr ies  
of the  world and  th ere  is no  such study  requ ired. I  ha ve n ever known 
of any  case where we dem and ed that  a fav ora ble  cost-benefit ra tio  
he established and  presen ted  befo re you cou ld get the au tho riz ati on , 
much less an a pp ropr iat ion .

On tha t basis, is it tru e, with the  exception of the  continuing  pr oj ­
ects in you r jus tific ations, th at  they are  illus tra tiv e, th at  you may 
or may not spend the mon ey on the pro jec t shown in the  l>ook? You 
may or may no t spen d the money that  you list  fo r one cou ntry, hut 
under the legislation you may abandon and  star t new pro jec ts, or 
von may even tra ns fer the  funds to anoth er  na tion?  Is  th is the  au ­
thor ity  von are working u nder,  and is it t ha t broad 1

Mr. Gaud. Yes, si r;  wi th one qua lific ation. Th at  qua lification is 
that , to the exte nt we hav e a commitm ent to a cou ntry, which is. of 
course , subject to an ap prop ria tio n in every case, we would no t take 
the  money away  from  th at  com mitmen t if we get an ap prop ria tio n.  

ORIGIN OF DEVELOPMENT PRO.TECT8

Mr. P assman. We were told ea rli er  by a mem ber of the  A ID  team  
that  on man y of these pro jec ts the  rec ipient na tion was not let  in 
on wha t they were doing un til  they had  gone out and  firmed up  the  
pro jec t and  received the  money.  After  they got the  money, they  
let, the  na tion in on the secret.  Is  th at  tru e in your  area?
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Mr. Gaud. That is not true in my region.
Mr. P assman. You let them in on the secret while you are firming 

it up?
Mr. ( xaud. 1 would not use those words.
Mr. P assman. Do you discuss it with them and reach a mutual 

agreement ?
Mr. Gaud. We act on applications from the country. This  is not 

a question of letting the country in, because on these capital projects, 
we act only on applications for specific projects from the country.

Mr. Passman. Who goes out and works up these projects?
Mr. Gaud. That depends. The projects originate with the host 

country and they are considered by our missions in the field and thus 
receive the approval of both the host country and the mission before 
they come to Washington  and are considered here.

Mr. Passman. They are considered by some desk officer in Wash­
ington ?

Mr. Gaud. Ultimately. •
Mr. P assman. Many projects which have been start ed in the past 

have been abandoned ?
Mr. Gaud. Many applications are rejected.
Mr. Passman. I should th ink so.

expenditures of aid funds in united states

Many times in the Secre tary’s testimony and in your  testimony, 
reference was made to the loan section of the bill. I read into the 
record Mr. Dillon’s statement which speaks for itself.

Many of the so-called loans, if not a majority of them, are long­
term loans, with  no interest—only three- fourths of 1 percent service 
charge—with a 10-year grace per iod ; is that correct ?

Mr. ( taud. That  is true in my region; yes, sir.
Mr. Passman. I have heard this statement before the committee 

many times, that of AID  funds, 80 percent, or approximately that 
percentage, are spent in America.

Mr. Gaud. I can speak only for my region.
We have made an analysis of the 1963 program in this  region and 

if you will recall from my statement, this will be somewhat as e sti­
mated, a little more than $1 billion.

We have made the best est imate we could and it appears that $70 
million out of the more than $1 billion will be dollars  tha t will be 
spent overseas.

Mr. P assman. What percentage ?
Mr. Gaud. Less than 7 percent in this region, Mr. Chairman.
Mr. Passman. Tha t would mean 93 percent of the money spent in 

America ?
Mr. Gaud. That is correct. That is our best estimate.
Mr. P assman. It is my understand ing tha t when dollars go abroad, 

eventually they must be returned to the  United States, eithe r th rough 
purchases of goods or services from the United States, or purchases 
of U.S. gold, or purchases of U.S. securities; or they accumulate the 
dolla r credits. Is tha t correct ?

Mr. Gaud. That sounds right.

/



258

Mr. Passman. It  means that  eventually 100 percent of those dollars 
are spent in America for something, either securities, gold, to pay 
debts, or to buy something we produce ?

Mr. Gaud. 100 percent of the $70 million.
Mr. Passman. 100 percent: is that correct ?
Mr. Gaud. Let me make sure we are not t alking at cross-purposes. 

Of the to tal program, over $1 billion, 93 percent of those dollars are 
spent in the United States  initia lly and some $70 million are spent 
initially  abroad.

Now, sooner or later, those dollars are spent for exports from the 
United States.

Mr. Passman. They work themselves back into the United States?
Mr. Gaud. They are a call on the United States .
Mr. P assman. Every nation on the face of the ear th earns either 

dollars or convertible currencies from th eir exports?
Mr. Gaud. They earn foreign  exchange.
Mr. Passman. It  is convertible. Unde r our normal system of op­

eration, the dollars work their way through commerce eventually to 
purchasing something that is produced in the United States; is that  
right?

Mr. Gaud. Yes, sir.
Mr. P assman. Thank you.

aid funds release funds of recipients

If  we credit to the accounts of these foreign nations  the gifts,  
gran ts and development credits, then they could requisition from the 
United States their  requirements in full, or at least in part , against 
the dollar cred its; could they not ?

Mr. Gaud. Yes, sir.
Mr. Passman. Tha t being true, then tha t would release to them 

for their  own use, would i t not, the convertible currencies o r dollars 
they earn from th eir exports ?

Mr. Gaud. To the  extent -----
Mr. Passman. Which means tha t if we provide free dollars or 

dollar credits for them to requisition what they would normally buy, 
and since we have no control over the budge tary system of those 
governments, it would release to them thei r dollars to do with  w hat­
ever they desired, whether it should be to buy securities, whether i t is 
to buy gold, or whether it is to accumulate-----

Mr. Gaud. If  they have them.
Mr. Passman. Tha t is understood. We have already agreed tha t 

they earn them.
Mr. Gaud. Some of these countries do not have free foreign 

exchange.
Mr. Passman. I do not know of any nation that does not export  

something for which they do not finally get convertible currencies. 
Tha t being true,  it  would simply mean tha t foreign nations, receiving 
aid, accumulate dollars in excess of what  they would otherwise have 
to deal in normal trade channels in commerce ?

Mr. Gaud. It  depends on the situation  of the part icular country.
There may be countries which earn so lit tle  foreign exchange they 

cannot accummulate any kind of a surplus  at all.
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They may have less foreign exchange than they need to pay the 
interest and principal on thei r debts. Thei r imports may be vastly 
greater than  the ir exports. I th ink it is impossible to generalize.

Mr. Passman. All we have to do is pick up the Treasury statement 
and look at the countries that  are buying gold with dollars they got 
from some source. Many of these are countries to which we have given 
aid. In the case of Lat in America some of them have taken dollars 
and purchased gold while we are sending them aid. They are buying 
our gold, and we know this to be the case.

U .S . GOLD H O LDIN G S

On December 31, 1952, we had gold holdings of $23,252 million.
On December 31, 1961, our gold holdings had been reduced to 

$16,947 million, and the total has been reduced an additional three- 
quarters of a billion since that date.

The so-called free countries of the world had only $13,028 million 
in gold on December 31,1952.

However, by hav ing dollars  in excess of thei r needs to deal in com­
merce, they were able not only to  reduce our gold holdings by $6,305 
million, but they purchased other gold to bring  their total increase in 
gold holdings up by $10,655 million.

We dropped down to $16 billion plus during this period, and they 
are up to almost $24 billion.

Continuing, on December 31, 1952, foreign free world countries 
had short-te rm dollar assets of $10,546,100,000. In the subsequent 
9 years, they increased this  total to $22,558 million.

So, they more tha n doubled thei r dollar holdings and, at the same 
time, almost doubled thei r gold holdings.

Dollars had gone abroad in such large sums in excess of th eir needs 
tha t not only had they purchased our gold, but they had built up to 
where ou r net balance-of-payments deficit was $19.6 billion—1952 to 
1961, inclusive—and every y ear for the 10 years, except one, we had 
a substantial balance-of-payments deficit. The one year in which there 
was a credit  was 1957, and th at was for only $500 million.

As we talk  today, it is still running  rampant.
In the case of Cyprus-----
Mr. Gaud. Could I say a word about the general subject first?
Mr. P assman. Surely.
Mr. Gaud. So you do not misunderstand me. I certainly agree there 

is a serious balance-of-payments  problem facing the country.
Mr. Passman. Gold,too?
Mr. Gaud. Yes, and the administration  feels that. The point I 

was try ing  to make was tha t as far  as this par ticu lar  program in my 
region is concerned of about $1 billion, this is only $70 million, or 
7 percent of  that, spent initia lly overseas. A large pa rt of that comes 
back to the  United States so tha t when you are looking for the causes 
of the gold drain, my point is th at there is very littl e. This part icula r 
program has very little  effect on it.

Mr. P assman. I think  this p rogram is substantially responsible for  
our mess.
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MO VEME NT OF FOREIGN -AID DOLLARS

The dollars  which come back do not go out to s tar t with, do they? 
It  is handled by a downtown bookkeeping t ransaction,  is it not?

Mr. Gaud. Which dollars?
Mr. P assman. The dollars for foreign aid.
Mr. Gaud. The dollars in this program here—let us take the devel­

opment. loans, we enter-----
Mr. Passman. Secretary Dillon calls them credits.
Mr. Gaud. I call them development loans.
T use the statutory language.
I started to say that  if we act favorably on a project, for develop­

ment loans, and let us say this  is something to build some kind  of 
a powerplant in India, tha t contract for tha t powerplant is let to 
an American contractor.

It  is not. a bookkeeping transaction and the dollars—go to the 
American contractor who is building the-----

Mr. P assman. You send the  dollars over there?
Mr. Gaud. No, sir. The dollars do no t go overseas.
The dollars go to the American contractor.
Mr. P assman. This is a built- in subsidy. When you ship out goods 

from America against the aid program, the bills are paid for by the 
U.S. Treasury , and not by the recipient  country; is th at correct?

Mr. Gaud. The money comes from the Treasury.
Air. P assman. The trouble is, you ship out  these things, and instead 

of the recipient country taking dollars tha t they earn and paying 
for the goods and services, you forward the invoices to the U.S. 
Treasury for payment.

PU RC HA SE  OF GOLD BY AID RE CI PIEN TS  IN  NEAR EAST-SO UT H ASIA

Ts Cyprus  in your area ?
Mr. Gaud. Yes. Mr. Chairman.
Mr. Passman. Is Egyp t in your area ?
Mr. Gaud. Yes, sir.
Mr. Passman. I s Tran in your area ?
Mr. Gaud. Yes, sir.
Mr. P assman. Lebanon?
Mr. Gaud. Yes, sir.
Mr. Passman. Saudi Arabia?
Mr. Gaud. I beg your pardon. We have no aid program for Saudi 

Arabia.
Mr. Passman. It  is still in your area ?
Mr. Gaud. Yes.
Mr. P assman. We have had an aid program there for many years, 

a big program.
Ts Turkey in your region ?
Mr. Gaud. Yes, sir.
Mr. P assman. Each one of these countries in 1961 purchased sub­

stantia l amounts of gold with their dollars: Cyprus, $2.3 million: 
Egypt, $7.8 million; Greece, $10.2 mil lion; Iran, $16.1 million; Leba­
non. $21 million: Sandia Arabia, $47.5 million; Turkey. $2.5 million.

They are going to  buy a lot more gold if we do not slow down on 
this tremendous outflow of credits.
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LEVEL OF FOREIGN ASSISTANCE FOR NESA

Did you tell  us yesterday tha t the total request for your area for 
fiscal 1963 was $1,028,150,000?

Mr. Gaud. You have to take a range. I t would run from $1,028,- 
150,000 to $1,128,150,000 because we are not entirely  sure how many 
development loans we would program.

Mr. Passman. I believe the estimate sent down is all based on a 
low figure, is it not ?

Mr. Gaud. Yes, sir.
Mr. Passman. Thank you.
You have had experience with bankers, have you not ?
Mr. Gaud. I certainly have.
Mr. Passman. Did you ever have to borrow money ?
Air. Gaud. Yes, sir.
Mr. Passman. If  you went to the bank and said you wanted to 

borrow between $200,000 and $300,000, the chances are you would not 
get very much consideration, would you ?

Mr. Gaud. Between $200,000 and $300,000 ?
Mr. Passman. Ju st run in and say, “I want  to borrow between 

$500 and $1,000.”
Mr. Gaud. If  it were my bank, I would get a good deal of considera­

tion but i f it were a strange bank, I would not.
Mr. P assman. I would like to see someone run into a well operated 

company and say, “I  would like to borrow from $100,000 to $600,000.” 
You do not do business tha t way. Yet you people come in here and 
give a range.

1962 PROGRAM

What size program did you have in each category of aid in fiscal 
year 1962 for development credits, supporting assistance, and devel­
opment grants  ?

Air. Gaud. 1962?
Air. P assman. Yes.
Air. Gaud. We had development loans of $759.5 million; develop­

ment grants , $64.3 mill ion; suppo rting assistance, $253.1 million, and 
the tota l is $1,076,900,000.

Last year, it was about $58 million more than  we are asking for 
this year.

UN LIQ UIDA TE D BALANCES

Air. P assman. Do you have any unliquidated funds in these cate­
gories to carry over to be expended in subsequent fiscal years?

Mr. Gaud. Unl iquidated; yes, sir, we have.
Air. P assman. Would you tell us the amount, Air. Tennant?
Air. Tennant. $1,512, 589,000.
Air. Passman. In excess of $1.5 billion ?
Air. Tennant. Tha t is correct.
Air. P assman. Your fiscal year 1963 funds will be intact plus an 

additional $1.5 billion from prio r fiscal years?
Air. Gaud. They are not in usable form.
Air. Passman. Tell us which funds you cannot use.
Air. Gaud. If  we sign up on a project to build , as I  said  a moment 

ago, a powerplant,  we fund  tha t project  a t once. For example, if I
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go downtown to buy an automobile, and I sign a contract  for $2,000 
for that automobile, and it  is not due for 10 days or 1 month, or later, 
1 do not consider I have that money to spend for anything  else.

Mr. Passman. You do not?
Mr. Gaud. No, sir.
Mr. Passman. You do have the right to deobligate, do you not— 

and reassign this money ?
Mr. G aud. If  a project is canceled ?
Mr. Passman. You do not  have to cancel it. You do not have to 

fund a project to conclusion, do you ? Does the law force you to do 
that ?

Mr. Gaud. I do not think so.

POTENTIAL  EXPANSION  OF PROGRAM COSTS

Mr. P assman. 1 think Mr. Mil ler realizes that I have asked about 
five times, for a ruling on that very point.

This thing could pyramid unt il it would be a frightening figure.
Mr. Gaud. I do not think, Mr. Chairman, that  it would grow a great 

deal.
Mr. Passman. You do not?
Mr. Gaud. Unless t he size of the program grows.
Mr. Passman. If  you fund projects 8, 10, or 12 years in advance, 

you do not think they would grow ?
Mr. Gaud. I do not think  we fund tha t many projects 8 or 10 years 

in advance.
Mr. Passman. I refer you to one contract of $362 million.
Mr. Gaud. I am sure you could find one.
Mr. Passman. I could refer you to many.
Mr. Gaud. 1 could speak only with reference to my own region. 

The point  I was making is this:  The AID program over the last 3, 4, 
or 5 years has increased, until  you get to the point, and it seems this 
point has been reached in my region for the last year, tha t you have 
the amount leveling off. By the same token, your pipeline would be 
running  more or less at an even level. This is the  point I am making.

Mr. Passman. You do say th at the AID program is moving upward 
again?

Mr. Gaud. I said tha t over the period of the last 3 or 4 years, it  has 
gone up.

Mr. 1 ’assman. Substantia lly; especially in the last 2 years?
Mr. Gaud. The program overall, that is certainly  true .
Mr. Passman. You have unliquidated for your region $1,512,- 

589,000?
Mr. Gaud. Tha t is correct.
Mr. Passman. As of June 30,1962 ?
Mr. Gaud. Unliquidated but  assigned to projects.

DEOBLIGATION AND REOBLIGATION OF PRIOR TEAR FUN DS

Mr. P assman. We are  very familiar with the deobligation process. 
The milita ry assistance people found a new word for it, “recoup.”

Mr. Montoya. I would like to ask the witness to supply the commit­
tee with figures from the previous fiscal year reflecting the amount of 
obligated funds as well as at the end of the fiscal year, and any trans fer 
of those allocations by the process of deobligation and recommitment.
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Mr. Gaud. For 1962 ?
Mr. Montoya. For fiscal year 1962.
Mr. Gaud. Yes, sir.
Mr. Montoya. As well as what you did afte r the fiscal year to re­

obligate them to o ther projects. Let us have that for 1960, 1961, and 
1962.

Mr. Gaud. We will certainly do that, Congressman. I do not have 
the information now.

Mr. Miller. Ju st as a m atter  of clarification , d id you want this  on 
a project or nonprojec t commodity su pport basis?

Mr. Montoya. Anything committed at that time and also reflecting 
the amount tha t was uncommitted at the end of the fiscal year so 
that it is all inclusive.

Mr. Miller. Yes, sir.
(The requested information fo llows:)

Obligations, deobligat ions, and reobligations, fiscal year  1960, fiscal year 1961, fiscal 
year 1962— N E SA  Region 

[In  t ho us an ds  of  dol lars]

Fi sc al ye ar  
1960

Fiscal ye ar  
1961

Pr el im inary 
ac tu al s,  fiscal 

ye ar  1962

Afghan istan :
Te ch nica l c oo peratio n-de ve lop ment gran t:

Ne w ob lig at ion al  a u th o r it y .. .................... ........................
Pr io r ye ar  d eobliga tions  .......................................................
Pr io r y ea r reob lig at ions ___________________ ________

N et  t o ta l......................... ................... .............. ..................

Specia l ass ist an ce -sup po rting  assi stance:
Ne w ob lig ational au th ori ty ________________________
Pr io r ye ar de ob lig at ions ........................... ...........................
Pr io r ye ar  re ob lig at ions ............................................ ...........

N et  t o t a l . . ...........................................................................

4,364 
-2 02  

664

4,826

5,300
-3,1 47
9,133

11,286

9,082
-9 7

8,985

3,738
-2 3

3, 715

7,400
-2 27

95

7,268

31,137 
-3 7

31,100

Dev elop m en t l oan s:
New  obliga tiona l au th ori ty ____ ___________ ________
Pr io r ye ar  c an cell a ti ons. .. ......... ................... ....................

700
-7 00

N et  to ta l..................... ................ ....................... ............ .

Cey lo n:
Te ch nica l co opera tio n-d evelo pm ent gra nts :

New  o bl iga tiona l a u th ori ty ............ ................ . ..................
Pr io r ye ar  d eo bl igat ions ______________ _____ _______
Prior  y ea r reob lig at ions ........................ ...............................

N et  to ta l. ..........................

Dev elop m en t lo ans :
Ne w ob lig at ion al  a uth or ity.
Pr io r ye ar  c ance lla tio ns ___

N et  to ta l............................. .

Cyp rus:
Dev elo pm en t gra nts :

Ne w ob ligational au th or ity .
Pr io r ye ar  deobliga tions___
Pr io r y ea r r eobl igat ions ___

N et  to ta l..............................

700 ...... .............

1,500
-2 06

153

4,500

-7 00

1,693 
-1 95

1,321
-1 88

90

1,498

3,200 
-4, 624

-1 ,4 24

15

1,223

679

679

Gre ece :
Tech nica l co op erat ion-de ve lopm en t g ran ts:

Ne w ob lig at ion al  a u th o ri ty .....................
Pr io r y ea r de ob ligations______________
Prior y ea r re ob lig at ions ______________

600
-7 6

86

330
-6 8

38

N et  total . 300



Obligations, deobliyations, and reobligations, fiscal year 1960, fiscal year  1961, fiscal 
year 1962— Con tinu ed  

[I n th o u san d s  o f d ol lars ]

Fisca l yea r 
1960

Fi sc al  yea r 
1961

P re li m in ary  
ac tu a ls , fisca l 

yea r 1962

Gree ce—C onti nued
Support in g  as sistan ce :

N ew  o bliga tion al  a u th o ri ty . 
P ri o r ye ar  d eob li ga ti ons .. ..
P ri o r yea r re ob liga tion s___

N et to ta l..............................

D ev el opm en t loan s:
N ew  o bligat io nal -a uth ori ty .
P ri o r ye ar  c an ce ll at io n ........

N e t to ta l.............................. .

In d ia :
Tec hni ca l co ope ra tion -d ev el op m en t g ra n ts :

N ew  o bl ig at io na l a u th o r it y .......................
P ri o r ye ar de obl ig at io ns _______________
P ri o r ye ar  reo bliga tions _______________

N e t to ta l......................................................

D ev el opm en t loa ns :
N ew  o bl ig at io na l a u th o r it y ___________
P ri o r ye ar ca nc el la tion ______ _________

N et to ta l___________________________

Ir an :
Tec hn ic al  co ope ra tio n- de ve lo pm en t g ra n ts :

N ew  o bl ig at io na l au th o rit y ___________
P ri o r ye ar  d eo bl ig at io ns ________ ______
P ri o r ye ar  reo bligat io ns _______________

N et to ta l........................................ .............

S upport in g  a ss is tanc e:
N ew  o bl ig at io n a u th o r it y ..
P ri o r ye ar  d eo bl ig at io ns ___
P ri o r ye ar  r eo b li g a ti o n s .. ..  

N et t o t a l . . .................... .

D ev el opm en t loan s:
N ew  o bl ig at io na l au th o ri ty .
P ri o r ye ar  c an ce ll at io n____

N e t to ta l_____ _____ _

Ir aq :
Tec hni ca l co op er at io n- de vel opm en t g ra n ts :

N ew  o bl ig at io na l au th o ri ty ___________
P ri o r ye ar  d eo bligat io ns ..............................
P ri o r ye ar  reo bligat io ns ..............................

N e t to ta l............... . .....................................

Is ra el :
Tec hn ic al  c oo pe ra tio n- de ve lo pm en t g ra n ts :

N ew  o bl ig at io na l au th o ri ty ___________
P ri o r ye ar  d eo bl ig at io ns ______________
P ri o r ye ar  r eo bl ig at io ns _______________

N et to ta l......................................................

Support in g  a ss is tanc e:
N ew  o bl ig at io n au th o ri ty ...........................
P ri o r ye ar de obl ig at io ns .............................
P ri o r ye ar  r eo bl ig at io ns ..............................

N et to ta l____ _______ ______________

D ev el opm en t lo an s:
New  o bl ig at io nal  au th o ri ty . 
P ri o r ye ar  c a n c e ll a ti o n s .. ..

T o ta l net

25,000
-1 58

158

25.000

31,000

31,000

8,565
-2 ,2 6 5

1,438

7,738

171,300

171,300

5,650 
-8 2 2  

672

5,500

31,717
-4 7 9

680

31,9 18

815
-3 9 9

416

1,363
-4 2 9

56

990

7,500
-1 5

7,485

15,000

15,000

20,000
- 1

20,000
-3 1

31

19.999

21,500
-7 95

20,705

208,100 
-2 8 ,0 00

180,100

4,333
-6 8 8

4.645

21,800
-5 8 9

21,211

38,200
-1 ,0 4 5

37,155

1,087
-3 43

744

1,000
-1 79

821

7,500

7,500

16,000

16,000

20,000

10,000

10,000

19,203
-1 ,2 5 9

1,721

19,665

445.900

445.900

4.450
-5 2 5

292

4,217

44,0 00
-3 34

43,666

6, (XX) 
-3 45

5,655

799
-1 51

31

679

390
-4 3 7

- 4 7

- 7

- 7

45,000

45,000
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Obligations, deobligations, and  reobligations, fiscal year 1960, fiscal year 1961, fiscal 
year 1962— Co nt inu ed  

[In  tho us an ds  of dol lars ]

Fiscal ye ar 
1960

Fiscal ye ar  
1961

Pr el im in ar y 
ac tu al s,  fisc al 

ye ar  1962

Jo rdan :
Te chnic al coopera tio n-de ve lopm en t gran t:

New ob ligational au th o ri ty _________
Pr io r ye ar deob lig at ions _____________
Pr io r ye ar reob lig at ions .....................

To ta l n e t_____________ __________

Su ppor tin g ass istanc e:
New ob lig ational au th or ity. .
Pr ior ye ar de ob lig at ion s____
Pr io r ye ar reob ligations____

Tot al  n e t_______________

De ve lopm ent loans:
Ne w ob lig at ion al  a ut ho ri ty .
Pr io r year canc el la tio ns ___

Tot al  n e t______________

Le banon:
Te chnic al co op erati on -dev elo pm ent gr an t:

Ne w ob lig ati onal au th ori ty _________
Pr io r ye ar deob lig at ions _____________
Pr io r ye ar reo bl igat ions _____________

Tot al  n e t______ ______ ____________

De ve lopm en t loan s:
Ne w ob ligational au th ori ty ....................
Pr io r ye ar ca nc el la tio ns _____________

To ta l n e t.................................................

Ne pal:
Te chnic al coopera tio n-de ve lopm en t gran ts:

Ne w ob ligational a u th o ri ty __________
Prior y ea r d eo bl igat ions . . .......................
Prior y ea r r eobligati ons. ..___________

N et  t ot al ....... ............................................

Dev elop men t lo ans :
New  obligational au th o ri ty ...................
Prior  ye ar canc el la tio ns ______________

N et  t o ta l_________________________

Pa ki st an :
Tech nica l cooperat ion-de ve lopm en t g rant s:

New  obliga tiona l au th o ri ty ___________
Prior y ea r d eo bliga tions______________
Prior y ea r re ob lig at ions ___ ____ ______

N et  t o ta l___________________ _____ _

Su pp or tin g ass istance :
New  obliga tiona l a u th o ri ty ___________
Pri or  ye ar  de ob ligations_______ _____ _
Prior  yea r reo bli ga tio ns______________

N et to ta l_______ ___________________

Dev elop m en t lo ans:
New  ob ligational au th ori ty ___________
Pr io r y ea r canc ell ations______________

N et  to ta l................................................... .

Syr ia:
Te chnic al coop erat ion-de ve lopm en t g rants :

Ne w ob ligational au th ori ty __________
Pr io r y ea r d eobliga tions  ...........................
Pr io r y ea r re ob lig at io ns ......... . ................

N et  t o ta l_________________________

8,218
-2 89

698

6,580
-9 4

6,790
-6 02

676

8,627

40,500
-7 80

250

39, 970

-1 ,0 00

-1 ,0 00

913
-156

95

852

400

2,670 
-3 04  

141

2,507

7,080
-1 ,4 68

1,043

6.655

90,000
-9 ,5 82

9,568

89,986

102,000

102,000

6,486 6,864

40,000

40,000

1,000

1,000

761
-2 50

511

4,355 
-4 68

3,887

7,519 
-1,095

6,424

95,554 
-5 ,0 61

90,493

30,250
3,006

27,244

37,000
- 6

-1 ,0 00

-1 ,0 00

450
-1 66

84

368

3,786
-2 97

171

3,660

7,954
-9 43

940

7,951

25,000
-8 ,0 96

8,096

25,000

207,900

207,900

166

1 Syri a pro gra m s fo r fiscal  yea rs  I9 60 an d 196 1 in clud ed  in  th e  U ni te d A ra b Re pu bl ic .

(*) (>) 166
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Obl igations,  deobligations, and reo blig atio ns,  fisc al year  1960, fiscal year  1961, 
fiscal year  1962—Co ntinued 

[In  tho us an ds  of doll ars]

Fiscal year 
1960

Fis cal yea r 
1961

Pr el im in ar y 
act ual s,  fisca l 

ye ar 1962

S yr ia—Con tin ued
Su pp or tin g ass istance :

Ne w ob ligational au th or ity .
Pr io r y ea r d eo bl igat ions .__
Pr io r yea r r eo bliga tions___

Net  tot al ____ _________

De ve lopm ent loans:
New o bli ga tio na l au thor ity .
Pr io r yea r c an ce lla tions___

N et  t o ta l................... .........

Tu rk ey :
Technic al coopera tio n-d evelo pm ent g rant :

Ne w ob ligational au th ori ty __________
Pr io r y ea r d eo bli ga tio ns_____________
Pr io r y ea r r eobliga tions_____________

N et  t o ta l............................................ .. .

Su ppor tin g ass istance :
Ne w ob lig at ion al  a u th or ity__________
Pr io r ye ar deobligations_____________
Pr io r ye ar  re obligations_____________

N et  t o ta l________________________

De ve lopm en t lo ans:
Ne w ob ligational au th ori ty _________
Pr io r y ea r can cel lat ion s_____________

N et t o t a l . . . , .........................................
Uni ted Arab  R epub lic :

Te chnic al coopera tion-d evelo pm ent  gran t:
New  ob ligational au th ori ty _________
Pr io r ye ar deo bligations_____________
Prior  ye ar  reobligations_____________

N et  t o ta l________________

Su pp or tin g assis tance:
Ne w obligational au th ori ty .. .
Pr io r y ear d eobligations_____
Prior  year reo bligations_____

N et  t o ta l________ ____ ___

Dev elo pm en t loans:
Ne w obl igational au th or ity. . .
Pr io r y ear  ca ncellations_____

N et  t o ta l.............. . ................

Yeme n:
Su pp or tin g assi stance:

Ne w obliga tion al au th ori ty .
Pr io r y ear dcobliga tion s.......
Pr io r y ear reob ligations____

Net  t ot al ..............................

Cento :
Te chnic al coo peration-de vel opme nt gran t:

Ne w ob ligational au th ori ty __________
Pr io r y ear deo bligations_____________
Pr io r ye ar reobligations_____________

N et  t o ta l________________________

Su pp or tin g assi stan ce:
New ob ligational au th ori ty ____ ____ _
Pr io r ye ar deobl iga tion s____________
Pr io r year reobligations_____________

N et t o ta l________________________

(') (*)

9,000

9,000

7,500
-3 00

7,200

4,370
-4 23

745

4,692

82,000 
-21,17 6

19,998

80,822

14,700

14,700

4,415
-5 94

3,821

90,000
-1 1,02 3

78,977

4,854
-7 14

538

4,678

58,000 
-10,78 6 

8,831

56,045

6,000 129,600
12,300

10,000

6,000 117,300 10,000

>5,671 >2,282 1,950
-5 02 -1 35 -2 81

485 280

'5,654 ' 2,147 1,949

20,000
- 1

19,999

15,450

15,450

2,986
- 6

2,980

229
- 8

221

11,212
- 1

11,211

-2 50

-2 50

3,996
- 2

3,994

320
-1 3

so;

1,500
-2 2

1,478

20,000

20,000

6,800 
-3 62 

237

6,675

3.50
-1 8

332

2,030
- 3

2,027

1 S yri a pr og ra m s fo r fiscal  years  1960 an d 1961 in cl ud ed  in  th e  U ni te d Arab Re pu bli c.



Obligations, deobligations, and reobligations, fiscal year 1960, fiscal year  1961, 
fiscal year  1962—Continued 

[In  th ou sa nd s of dollars ]

Fis cal  yea r 
1960

Fiscal  ye ar 
1961

Pr el im in ar y 
ac tu al s,  fiscal  

ye ar  1962

Regional:
Technic al co opera tion de ve lopm en t gran t:

Ne w ob lig ational au th ori ty ____ ____ .
Pr ior  year deob ligations___ _________
Pr ior ye ar reob lig ati ons_____________

N et  t o ta l__ _. . . . . . . . . . . . . . . . . . . . . . .

Saudi Ara bia :
Su pp or tin g ass istanc e:

New  ob lig at ion al  a u th o ri ty _____ ____
Pri or ye ar  d eobliga tions_____________
Pr io r y ea r reob lig ati ons_____________

N et  t o ta l________________________

Asian  Eco nomic Dev elop men t Fun d:
De ve lopm en t gran ts:

Ne w ob lig ational au th ori ty __________
Pr ior  y ear  deob ligations_____________
Pr io r year reob lig ati ons_____________

N et  t o ta l_________________________

Tot al —Ne ar Ea st  So uth Asia:
Te chnic al coopera tio n de ve lo pm en t gran ts:

New o bli ga tio na l a u th ori ty __________
Pr io r ye ar deob lig at ions ........... . ............
Pr io r ye ar  reo bl igat ions ..........................

2,475
-1 65

168

2.478

54,483
-7 ,7 14  

6,444

3.204
-9 9

3,105

- 8

68,646 
-5 ,1 77

3,451 
-6 1

3.390

150

150

-1 ,0 76

-1 ,0 76

64,323
-7 ,0 13

4,956
Net  tota ls. 53,213 63,469 62,266

Spe cia l a ss ist an ce -sup po rting  as sis tan ce :
New  ob lig at ion al  a u th ori ty ________
Pr io r year de ob lig at ions .___ ______
Pr io r ye ar reo bl igat ions ___________

N et  t ot al s_____ ________________

Dev elo pm en t loans:
New  ob ligational au th ori ty ________
Prior  year c ance lla tions__________ _

296,215 
-35,34 4 

39,787

284,088 
-16,7 21

253,117 
-19,66 3 

17,195

300,658 267,367 250,649

353,850 
-1 ,3 00

426,750 
-49,22 5

759,500
-2 ,0 45

N et  to tal s. 352,550 377,535 757,455

E xplanatory Notes

GENE RAL

Prior  to fiscal year 1961, country malaria  eradicat ion programs were stat is­
tically shown on a worldwide basis. Beginning with fiscal year 1961 this pro­
gram is included within country development gran ts totals. This change is the main cause of the large increases in the development gran ts programs in the Near East-South Asia region between fiscal year 1960, and  fiscal year 1961. The largest  program being carried out is in India.

AF GH AN ISTA N

Fiscal year 1960 special assistance.—$3.5 million of the reobligations were 
transferred from Indonesia and $2.5 million from Burma. This $6 million was obligated for the regional trans it project.

Fiscal year 1960 development loan.—The loan to Afghan Airlines was canceled in fiscal year 1962.
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IN DIA

Fisca l ye ar  1960 de ve lo pm en t gr un t.— $300 ,000 of  th e de ob lig at io ns  w er e re a l­
lo tted  to th e A fg han is ta n  pr og ram.

Fisca l ye ar  1962 de ve lo pm en t gr an t.— T he re ob liga tion s in  e xc es s of  th e  de ob li­
ga tion s tr an sf e rr ed  fro m th e o th er N ea r Eas t-Sou th  As ia de ve lopm en t g ra n t 
prog rams. The  re ob liga te d fu nd s w er e us ed  fo r th e ex pa nd ed  m ala ri a  pr og ra m .

IRAN

D ev elop men t loa ns .— Th e fiscal year 1901 an d 1902 re duc tions cu t ha ck  th e 
loa n fo r eco nomic de ve lopm en t mad e to th e P la n  O rg an iz ta ion.

ISR AE L

Fiscal ye ar  1962 de ve lo pm en t gr un ts .— The  pr og ra m  w as  te rm in ate d  in  fiscal  
year 1902. T he re fo re  a la rg e am ou nt  of  pr io r- yea r pr og ra m  obl ig at io ns  were 
cl ea red.

JOR DAN

Dev elop men t loan, fis ca l ye ar  1960.— $1 mill ion re duct io n in  th e  fis ca l yea r 
1959 p ho sp ha te  m in e loa n.

Dev elop men t loan , fis ca l ye ar  1962.— Can ce llat io n of  th e  loan  m ad e in  fiscal  
yea r 1901 to th e Arab La nd  D ev elop men t Ban k.

PA K IS TAN

Fi scal  ye ar  1960 tech ni ca l co op er at ion de ve lo pm en t gr unts .— A pp ro xi m at el y 
$400,000 of  pr io r-ye ar  fu nds w er e tr an sfe rr ed  to  th e A fg hanis ta n  de ve lopm en t 
g ra n ts  pr og ra m .

Fiscal  ye ar  1961 de ve lo pm en t loan s — P o rt  fa cil it ie s and je t ru nw ay  loan s 
were redu ce d.

TU RK EY

Defen se  su ppo rt /s upp or ting  as si stan ce — D eo bl igat ions  fisc al  yea r 1960-62.—  
Clos ings  of PA ’s an d te rm in at io n  of  c ontr acti ng  dat es re quir ed  th e  de ob lig at io ns .

Fisca l ye ar  1962 de ve lo pm en t gr an t.— $5.4 m ill ion ap pr ov ed  pro gr am  was  
fu nd ed  in  p a rt  f ro m de ob lig at ions .

Fisca l ye ar  1961 d ev elop men t loa ns .— Tw o lo an s w er e ca nc eled .

A SI A N  ECONOMIC DEVELO PMENT FU ND

Dev elop men t gr an t fis ca l ye ar  1962.— $1.1 mill ion re pre se n ts  de ob lig at io n of  a 
sm al l p a rt  o f the  O riss a (I n d ia ) ir on  o re  p ro je ct .

IN IT IA T IO N  OF N EW  PRO JE C T W IT H  DEOB LIG AT ED  FU N D S

Mr. Passman. Is it your unders tanding of the development as­
sistance program in prior  years, with one exception, that  you could 
take deobligated funds and initiate new projects w ithout having pre­
viously justified or listed them, by name, to the Congress ?

Mr. Gaud. That is my understanding.
Mr. P assman. Tha t is maybe why we are so completely overboard, 

that  you could take $100,000 and deobligate it and then initiate 10 
separate projects, or $8,000 to start , or $12,000 to star t, and by this 
process they would become cont inuing projec ts; would they  not?

Mr. Gaud. Yes, sir.

SPIGO TS OF  FO RE IG N AID

Mr. P assman. We have 19 different spigots of foreign aid. We say 
“spigots” because that  is something you draw out of. Here we have 
covered three spigots: development grants , supporting assistance, and 
development credits.
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There are other spigots, such as the  in ternational organizations, for 
instance.

Mr. Gaud. The ones under the United Nations ?
Mr. Passman. Yes, sir.
The nations you deal with are eligible for Export-Import Bank 

loans?
Mr. Gaud. Yes, sir.
Mr. Passman. They are also eligible for  Export -Import  Bank loans 

under long-term indus trial  types, too, are the not?
Mr. Gaud. Yes, sir.
Mr. P assman. Would they also be eligible under the Internat iona l 

Development Association ?
Mr. Gaud. Yes, sir.
Mr. P assman. They would also be eligible for loans under Public 

Law 480 ?
Mr. Gaud. Th at is correct.
Mr. Passman. Gentlemen, let us find out how much you had un­

liquidated in all of these categories in fiscal 1962, and how much the 
total amount will be in fiscal 1963 by put ting together all categories.

TOTA L FU ND  AVAILABLE TO NEAR EAST-SO UT H ASIA

We have development grants, credits, and suppo rting assistance of 
$1,028 million. When we were discussing Latin America the other 
day and we found the request to be $600 million and we were disturbed 
because it was so high, but when we found out they would have avail­
able $1,378,250,000 we were really amazed.

You have given us three items, development grants, supporting 
assistance and development credits. We want to put them all down.

Development grants , $78,050,000. Supp ortin g assistance, $100,- 
100,000. Development credits, $850 million.

Let us get Public Law 480.
Mr. T 'ennant. You are talkin g now about 1963?
Mr. Passman. 1963 now.
Mr. Tennant. The projected figure, $611,900,000.
Mr. P assman. $611,900,000. Let us go along with the other o rgani­

zations.
Mr. T en nant. I do not have any figures on internationa l organiza ­

tions.
Mr. Passman. What amount did this region get out of the inter­

national spigots in fiscal 1962 ?
Mr. Gaud. I do not think those figures are available.
Air. Birnberg. We have on each of the country sheets, estimates-----
Mr. Passman. Did we not agree tha t the sheets were about as 

antique as some of the things von can bring over without paying duty. 
Let us deal with realities.

Mr. Gaud. These internat ional  agencies. Give us their figures.
Mr. P assman. Let us move to the next spigot, milita ry assistance. 

What is your total under that  category ?
Mr. Tennant. The figure in the books is $422 million.
Mr. Passman. What are the final figures?
Mr. Tennant. $422,900,000.
Mr. P assman. We have only pulled out of two other spigots, Public 

Law 480 and the military, and we have doubled it.



270

When we pull down on all the spigots across this  fountain, you can 
see what we can get into.

Would you get us an estimate on the others, the international organ­
izations? We would like to know what you have available for your 
region.

Mr. Gaud. I do not have that available.
Mr. Passman. We got it for Latin  America.
Mr. Gaud. I do not say we cannot get the figures. The money is not 

available for our control.
Mr. Passman. It  will be spent in your area ?
Mr. Gaud. I cannot control the spending.
Mr. Passman. You would not want the taxpayers to think that  

$1,208 million was all, when maybe it is 2 ^  times that. My point is 
to show how much foreign aid is going into your region.

Mr. Gaud. It  is a valid point, if it is not tied up with the amount 
going in this program.

Mr. Passman. We mentioned three spigots, with Public Law 480 
public assistance, and we are up to $2,062,050,000.

Tha t is aid going into your area ?
Mr. Guad. Yes, sir.
Mr. P assman. This is mutual security, plus Public Law 480?
Mr. T ennant. Yes.
Mr. Passman. Could you get us information on all the other dif ­

ferent organizations?
Mr. Tennant. We will at tempt  to get it. I am not sure these inter­

national agencies always program out.
Mr. P assman. Give us an average.
Mr. T ennant. We will request this information from them.
Mr. P assman. Could von pick up the long-term industria l section 

of the  Export-Import Bank?
Mr. Tennant. If  they will give us a figure, yes.
Mr. Miller. It  is my understanding the Export- Import does not 

program loans in advance and therefore any estimates would have to 
be of a historical nature.

Mr. Gaud. We will do what we can.
Mr. Passman. You know what  spigots you should check?
Mr. Tennant. Yes.
t The information appears on pp. 516-518.)
Mr. P assman. We were about to get started  on our examination 

showing $1,028,050,000, but when we pick up Public  Law 480 and 
the military, we bring it then to $2,062,050,000, which is more than 
double the figure on which we are going to examine.

Mr. Gaud. That is correct.

UNLI QU ID ATED  BA LA NC ES

Mr. Passman. Let us get the same type of figures on the unliqui­
dated balances for these same programs.

I believe you told us you had $1,512,589,000 as of June 30, 1962, a 
little  over a month ago, to the credit of this region, for development 
grants, supporting assistance, and development credits.

The amount of the milita ry aid tha t is on hand, unliquidated, is $652,590,000.
Is that correct ?
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Mr. Gaud. Yes, sir.
Mr. Passman. Under Public Law 480, do you have tha t figure, 

Mr. Tennant?
Mr. Tennant. I do not have the Public Law 480 figures. 1 will 

have to supply those for the record.
Mr. P assman. We are going to have a brief lunch period. Could 

you find ou t how much? If  we are going to compare one with the 
other we must have the information.

Mr. Tennant. I will attem pt to secure it during the lunch hour.
Mr. Passman. Th at brings the unliquidated  amount to the credit 

of your region, including just the milit ary, to $2,165,199,000? Tha t 
is substantial, is it not ?

Mr. Gaud. Yes.

AID M IS SIO N S AN D RE PR ESE NTATI VE IN  NEAR EAST -S O UTH  AS IA

Mr. P assman. What is the anticipated number of aid missions you 
will have in operation in your region in fiscal 1963 ?

Mr. Gaud. We will have either missions or aid representa tives.
Mr. Passman. Give us the number of missions first.
Mr. Gaud. There will be 13 missions. And there will be four aid 

representatives. One of the la tter  is to CENTO. There  are 16 coun­
tries in which we have either missions or aid representatives.

Mr. P assman. How many countries are in your area ?
Mr. Gaud. There are 18 countries in the area. There are only 16 

in which we have any kind of an aid program.
Mr. Passman. Can you name the two in which you do not have 

an aid program ?
Mr. Gaud. Kuwait and Saudi  Arabia.

U N LIQ U ID A TED  FU N D S----SA UD I AR AB IA

Mr. P assman. Let us see what we have unl iquida ted to those  coun­
tries from previous years, to the credit of Saudi Arab ia as of June 30, 1962.

Mr. Tennant. Our estimated figures on Saudi Arabia , 1962, were 
zero. I have not had a chance to verify.

Mr. Passman. Can you tell  us the  amount of m ilita ry aid to thei r 
credi t ?

Mr. Ten nant. I do not, have the mili tary  book here, sir.
Mr. Passman. Let us say, because we cannot get too involved in 

classified figures, to the credi t of Saudi Arabia, unliquidated, out of 
spigot M, there is several million dollars. That will not be vio lating  
security, will it ?

Mr. Lee. No.
Mr. Passman. I t is a classified figure, but  I want  the record to 

show th at there are funds to the credit of Saudi  Arabia tha t will be 
expended in subsequent years.

Mr. Andrews. May I ask a question ?
Why is a dead account classified ?
Mr. Passman. Will you tell us why tha t is classified, Mr. Miller?
Mr. Miller. The mili tary  program  ?
Mr. P assman. Yes.

S79 4S— 62— pt . 3------ IS
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Mr.  M iller. I am not awa re of the  reason fo r the  c lass ifica tion . 
Mr. P assman. Otf  the record.
(Discussion off the reco rd.)

ST AT US  OF  AID PROGRAM IN  GR EE CE , LEB ANON, AN D ISRA EL

Mr. Gaud. In  th is region, sir , we have aid  rep res entat ive s in three  
countries, Greece, Leb ano n, and Isr ae l, which are  countrie s where 
we are  winding  up ou r developmen t gra nt prog ram s where t he  job , is 
much smaller than  it was befo re, where we do not  need a full -fledged 
miss ion, and whe re we are  looking, as soon as we rea son ably can , to 
dis continuing  the  aid re presen tat ion al tog eth er.

Mr. P assman. They are s til l th ere  pe rfo rm ing serv ices ?
Mr. G aud. Tha t is correct.
Mr. P assman. The same services as the  aid  miss ion, except the re 

are few er o f the m ?
Mr. G aud. Tha t is ri gh t.

NUM BE R OF PE RSO NNEL  EM PL OY ED  IN  NEA R EA ST -S OUTH  AS IA RE GI ON

Mr. P assman. Gan you tell us the numb er of personnel on boa rd 
in vou r region  for  fiscal year  1962?

Mr. G aud. A s of the  end o f the ye ar  ?
Mr. P assman. Yes.
Mr. Gaud. I have figures as of Apr il  30. I wou ld have to get  you 

figures as of Ju ne  30 an d su pp ly  them unless Mr . Te nn an t has 
them.

My Apr il 30 figures show th at  in  W ashing ton—d id  you  say over 
seas ?

Mr. P assman. To tal —the num ber  of p ersonnel aboard .
Mr. Gaud. In  Wash ing ton , it was 205, on board  or  com mitted  to 

rep ort fo r du ty.  Overseas , we ha d a to ta l of 3,021, of  which 1.231 
were di rec t-h ire  1 ”.S. na tional s.

Mr. P assman. What is the  numb er in W ash ing ton  ?
Mr. G aud. 205.
Mr. P assman. Now, the n ati on als  ?
Mr. Gaud. Oversea na tio na ls,  di rec t-h ire , 1,231; I .S. contr act pe r­

sonne l. 614: U.S. c onsul tan ts, 25: local employees , 3,021.
Mr. P assu \ n. Could you proje ct th at  into 1963, and give us your 

est ima te ?
Mr. Gaud. Id o  not have that  wi th me.
Mr.  Montoya. Th at  figure of  3,161, or wh ate ver  it w as------
Mr. Gaud. Of local employees.
Mr. Montoya. Yes, does’t hat  inc lude the  U.S. personnel  and the  

local nat ion als  ?
Mr. Gaud. None of those are  U.S. per son nel , Con gressman. 1 he 

3,021 ar e all local employees.
Mr. Montoya. Local nat iona ls ?
Mr. G aud. Yes.
Mr . Montoya. Pl us  the  1,200 ?
Mr. Gaud. 1,200 direct- hir e U.S. na tio na ls,  and 600 U.S . con­

tra ct  personnel : 25 U.S . co nsult an ts:  and  the n 3,000-odd local na ­
tion als .
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Mr. Montoya. What  is the total complement ?
Mr. ( taud. I will just have to add that up. It is 5,096, including the 

people in Washington.
Mf. Montoya. Tha t is what I wanted to get.
Mr. I \ vssman. That covers only the  three spigots of aid that  we are 

presently discussing; development grants , supporting assistance, and 
development credits ; is that correct ?

Mr. Gaud. These people would also administer the Public Law 480 
program to the extent it was a title I, II , or IV program; in other 
words, all the Public Law 480 except that  which would be admin­
istered through private voluntary agencies, so to that extent it covers 
that spigot too.

Mr. P assman. There are people in Public Law 480 other than those 
under your jurisdic tion?

Mr. Gaud. Not overseas.
Mr. P assman. In Washington?
Mr. Gaud. Yes.
Mr. P assman. That total would not cover, of course, the military 

assistance program?
Mr. Gaud. That is right.
Mr. P assman. That figure covers only these three items we have 

mentioned, plus Public Law 480 in the field ?
Mr. Gaud. Yes.

PR OJE CTS  TERM IN A TED  IN  FI SC AL YE AR  1 9 6 2

Mr. Passman. Could you tell us the number of projects terminated 
in your area in 1962: those brought to completion, those you discon- 
t ilined, those that you consolidated ?

Mr. Birnberg. The figures we gave the committee in response to 
an ear lier question-----

Mr. P  assman. Wh at committee?
Mr. Birnberg. This committee—did not include consolidated, be­

cause—
Mr. Passman. We asked for the worldwide figures earlier. Let us 

now get it by category.
Mr. B irnberg. I would have to spend a few minutes totaling these 

because 1 do not have them by the breakdown you have.
Mr. Passman. All right.
(Discussion off the record.)
Mr. Passman. Do you have the figures?
Mr. B irnberg. We do. We are telling you the numbers of projects 

terminated. We terminated 70 in total in fiscal year  1962 in this 
region.

Mr. Passman. ITow many did you bring to completion ?
Mr. Birnberg. Sixty-four, sir.
Mr. P assman. Give us a fist of the countries and on what basis you 

brought them to a termination, whether they were abbreviated, or car ­
ried to completion according to previous plans.

Mr. Birnberg. Do you want them country bv country  ?
Mr. P assman. Yes. Now, those that  you discontinued, the six.
Mr. Birnberg. You want those ?
Mr. P assman. What  countries were they in ?
Mr. Birnberg. Two in Iran, two in Nepal, and two in Turkey.
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Mr. Passman. Wha t had been the total expenditures on the six 
projects prior to thei r discontinuance ?

Air. Birnberg. 1 will check that.
I am sorry. Since we are not going fur the r with them, I do not 

have project sheets here. I will have to provide information.

PRO JECTS DIS CO NT INU ED IN  IRA N

Mr. P assman. You have discontinued six projects. Could you give 
us the type of projects you discontinued in Iran  ?

Mr. Birnberg. I do have the total figures, I am sorry.
The first of the two-----
Mr. Gaud. This is the amount of money we spent before we 

terminated ?
Mr. Birnberg. Yes. There are two we terminated before comple- 

t ion of the project. One of these two-----
Mr. Passman. Give us the amount.
Mr. Birnberg. $357,000 was obligated and expended.
Air. Passman. Tha t is for one project ?
Air. Birnberg. Tha t is correct, sir.
Air. Passman. What kind of project  ?
Air. Birnberg. It  was called municipal management. It  covered 

a rather  wide range of activities.
Air. Passman. Next?
Air. Birnberg. The second was a projec t called the Industr ial De­

velopment Center on which we had obligated $965,000, and estimated 
expenditures $888,000.

DIS CONTINU ED PROJECTS IN  NE PA L

Air. Passman. Nepal?
Air. Birnberg. In  Nepal, for  the first project, crop improvement, 

$361,000 has been obligated and-----
Mr. Passman. Give us the amount you spent.
Air. Birnberg. $350,000 spent.
Livestock improvement, $283,000 expended.

DIS CONTINU ED PRO JECTS IN  TU RK EY

Air. P assman. Turkey ?
Air. Birnberg. The first of the two, local government  admin istra 

tion, $19,000, and an ins titute  of applied geology, $74,000.
consolidated projects

Air. Passman. 
under 10 percent, 
consolidated ?

Mr. Birnberg.
Air. P assman. 

merely complete
Air. Birnberg.
Air. Passman.
Air. Birnberg 

fication ?

Of the total 70 projects, you abandoned 6, which is 
Of the remaining 64, how many of them were being

None of these were consolidated.
Did you bring them all to completion, or did you 
them by transfer ring  them ?
We did not transfe r any of them.
These are definitely completed projects ?
. Yes. Alay I say one thing, however, for clari-
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A number of these, and I can iden tify them fo r the record, i f neces­
sary, are completed. This  li sting  here is a completion in the obliga­
tion sense. We are planning  to carry them on, using the current fund ­
ing, and therefore,  in activity  terms, some may be going on in 1963: 
not many, but some.

Mr. Passman. They will not go into subsequent years' appro­priations?
Mr. B irnberg. They will not go into subsequent years’ app ropria­

tions; they will go into one more year of expenditure in a number 
of cases that  we can identify  for  you.

Mr. Passman. Then they are not completed? You sti ll have un­
liquidated funds to the ir credit ?

Mr. Btrnbero. That is correct, sir.
r think  it is fai r to say we understood the wav the question was 

put earlie r by the committee and on which basis we supplied the 
information-----

Mr. Passman. I do not know how to accept it. They have not 
been brough t to completion? They are nearing completion?

Mr. Birnberg. The vast majority have been brought to actual 
completion.

Mr. P assman. But some are still to continue. Only time will tell 
the number for which you will require additional sums?

Mr. Birnberg. No additiona l funds will be required.
Mr. Passman. Tf you have unliquida ted funds to thei r credit, you 

are going to have pull money out of the spigot and expend it on the 
projects beyond 1962.

Mr. Birnberg. No new money.
Mr. P assman. You have money on hand that was obligated 8 or 

10 years ago. We are going to try to find out someday what it was 
obligated for and when von are going to bring it back into use. The 
Asian fund is one of these items.

N E W  PR OJE CTS  IN IT IA T E D  IN  FIS C A L YE AR  1 9 0  3

Wha t now projects, by country, will be initia ted in fiscal yea r 1963?
Mr. Birnberg. Would you like them listed by country, the title 

of the project?
Mr. P assman. Yes.
Mr. Birnberg. Very well.
Mr. P assman. We would have thought you had the total.
Mr. Birnberg. We do have the total.
Mr. Passman. All right , sir. The total number of new projects. 

We will get into  the country items late r when we get into the country 
examination.

Mr. Btrnberg. We have 12 new projects for 1963.
Mr. Passman. Name the countries, please.
Mr. Btrnberg. There are three new projects in Tran, there are six in 

Turkey , and three in the United Arab Republic.

COST OF  N E W  PR OJE CTS

Mr.
Mr.
Mr.
Mr.

P assman. Can you give us the total cost of the 1963 requests? 
Btrnberg. The total  cost of  these 12 is $3,564,000.
P assman. Could you give us the amount to complete them? 
Btrnberg. I will have to look it up, but I can give it to you.



276

Mr. Tennant. I believe we have these by individual projects.
Mr. Passman. We would think you would have the total for fiscal 

1963.
Mr. Birnberg. You would like the total ?
Mr. P assman. Yes, please—and the completion dates.
Mr. Birnbf.ro. 1 th ink it would he easier if I read them out.
For Iran , the first of the three, industrial surveys, the estimated 

completion date is fiscal year  1967 and the amount additional required 
for completion is $250,000.

Mr. Gaud. The project has been dropped.
Mr. Birnberg. This project we will not he undertaking.
Mr. Passman. Is that in this $3,540,000?
Mr. Birnberg. Tha t is correct.
Mr. P assman. You saved some money there, did you not?
Mr. Gaud. Yes, we did.
Mr. Passman. Let us try to do more of that.
Mr. Gaud. I agree.
Mr. T ennant. We will knock that  figure out since it is not going

forward.
Mr. Birnberg. The first for Iran , estimated cost to end, is another 

--------. Tha t is estimated to end in --------.
Mr. Passman. Give us the totals here. They get discontinued before 

they star ted.
Mr. T ennant. Let us give it to you afte r the luncheon recess.
Mr. P assman. Tha t would be satisfactory.
(The information was supplied to the committee.)

J ordan

supporting assistance

Mr. Passman. Mr. Gaud, what countries are supposed to receive 
supporting assistance in the form of a cash transaction ?

Mr. Gaud. Supporting  assistance in the form of a cash transac tion; 
there could only he one, Jordan.

Mr. Passman. Or, we shall call it budgetary support.
Mr. Gaud. Tha t is the only one scheduled, Jordan.
Mr. Passman. For  what amount?
Mr. Gaud. --------.
Mr. Passman. That is a lot of money for such a  small country.
I)o you think  at  any time in the foreseeable future this country will 

be self-supporting?
Mr. Gaud. Well, personally, I  do not think th at will happen within 

the next hal f-dozen years. I think it is unlikely.
Mr. Passman. There have been problems in that  area clear back 

into Biblical days.
Mr. Gaud. Off the record.
(Discussion off the record.)
Mr. Gaud. The amount of supporting  assistance we are going to 

give them in 1963 is ------------- .
Mr. P assman. You are dealing with only one spigot, and that  is 

the cash you are giving to their treasury. We have got ourselves into 
rather an awful predicament, having to actually put hundreds of
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millions of do llars over a period of years into a little  landlocked coun­
try, and there is slight  chance for  them to become self-supporting.

Mr. Gaud. If  you look at all the spigots, the  amounts a re -----------.

TOTAL UN LIQ UIDA TE D F I NDS FOR JORDAN

Mr. P assman. What is the total you have in Jordan in all categories 
for fiscal year 1963, unliquidated ?

Mr. Tennant. The unliquidated figures fo r Jo rdan, and this is the 
economic aid program, $11,063,000 estimated as of June.

Mr. Passman. Unliquidated?
Mr. Tennant. Yes.
Mr. P assman. Can you give us a total of all categories and put it 

in the record ?
Mr. Tennant. Yes.
(Theinformation follows:)

Jordan: Unliquidated obligations as of June SO, 19621

[I n  m il lio ns ]
Program Amount

Fore ign as sistanc e program  (mutual secu rity  program) :
Economic ass ista nce _____________________________________________$14. 7
Mil itary ass istance ___________________________________________ 7.1

Tota l, fore ign ass ista nce _______________________________________  21. 8
IDA_____________________________________________________________  2. 0

Total______________________________________________________  23. 8
1 P re lim in ar y .

LEVEL OF PROPOSED AID IN  FIS CA L YEAR 19  63

Mr. Passman. Could you give us a total in all categories, the pro­
posed aid for Jordan in 1963?

Mr. ( tAud. --------as far as we are concerned.
Mr. P assman. Could vou give us the amount under Public  Law 480, 

Mr. Tennant ?
Mr. Tennant. You want the milita ry figure ?
Mr. Passman. We want the  whole thing.
Mr. Tennant. The mili tary  figure is --------. You are talking

about new money now.
Mr. Gaud. As Mr. Talbot was saying yeste rday, the State Depar t­

ment feels it is very much to our national interest to support Jord an 
and thereby maintain stabi lity in the Middle East. The thing tha t 
does encourage us, with the new Government there, they seem to be 
taking more of an interest in tax reform, fiscal reform, and all tha t 
sort of thing,  and perhaps 1 am too much of an optimis t, but I think  
this amount of aid we are going to give to Jord an will go down in these 
next few years.

Mr. Gary. About 2 years ago I  took an automobile r ide from Am­
man to Jerusalem and I have never seen such barren desolate country 
in all my life. I have often heard about the feeding of the flocks of 
sheep on the  hills along the Je richo  Road, but unless the situation lias 
changed very material ly in recent times, I  do not know how they ever 
fed anything  along there. I never saw a sprig  of grass on most of  
those hills.
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EAST GI1OR SECTION OF JORDAN

Mr. Gaud. Did you get up to the East Ghor section, up west of 
Amman ? This is where we are pinning our hopes on the future—I 
would not call it the viability of J ordan,  but the future improvement 
there. These dams are going in for an irrigation project. The soil 
is extremely rich, and with water they can grow citrus  crops, high- 
priced crops, strawberries, and tha t sort of thing. We have about 
30,000 acres that are going to come into production before very long, 
and ano ther 70,000 possibly.

The hope of Jord an really is to improve that  section of the coun- 
t rv and grow a lot of crops they can export.

Mr. Gary. I s that over near the Lebanon Valley ?
Mr. Gaud. Yes, and over toward Israel.
Mr. Gary. The Lebanon Valley is very fe rtile and productive. We 

visited the Lebanon Valley.
By the way, I saw what I considered one of the best foreign aid 

projects in Lebanon. They had one of their  agricultural attaches 
come over to this country and study our poul try business. He had 
gone back over there and he carried us to several poult ry farms, lie 
had modeled them very successfully afte r the American farms, and 
they appeared to be doing a good job. We were told the people in 
Lebanon ask for point 4. eggs, and they are sold a t a premium. They 
prefe r the point 4 eggs to any other eggs.

DE VE LO PM EN T OF A N C IE N T  WAT ER  FA C IL IT IE S

Mr. Gaud. There is one amusing little  incident in connection with 
our aid program in tha t area you might be interested  in—developing 
water obviously is one of the primary things in  Jordan, and this  is be­
ing done not only by way of damming and irrigation  from the Yar- 
muk River, but also try ing  to  revive some of the old Roman cisterns 
and wells, and within the last year the boys were looking for a place 
which looked as though once upon a time it had a lot of water and 
they started  digging and excavating and they came across an enormous 
Roman reservoir which will hold 30 million gallons of water. This 
thing was excavated. It  was in  perfect condition, and  for a total cost 
of $17,000 we got a lit tle aid from Julius Caesar. That thing  is now 
in use, and is irriga ting  a large pa rt of tha t country.

Mr. P assman. There have been thriving civilizat ions out there cen­
turies  ago.

Mr. Gaud. In  the past th at is right .

LEB ANON BR EE DI NG  ST OC K FARM

Mr. Passman. Mr. G ary mentioned a chicken project. I visited a 
bull barn in Lebanon. They had about as much use for that  bull and 
cow barn out there as I  have for a cork leg. There were about nine 
stalls for each bull. They admitted  it was supposed to be sort of 
a pilot project. They had a nice looking cow and a couple of bulls 
out there, bu t a lot of empty  stalls. Are you f ami liar with the bull 
barn ?

Mr. Gaud. I heard of it.
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Mr. Gary. I went to tha t bull farm too. The great trouble they 
have there with cattle is that about 99 percent of the cattle there have 
tuberculosis.

Mr. Gaud. The stock is run down.
Mr. Gary. They were trying to bring  in some noninfected stock. 

Tha t was not as good an operation as the  chicken farms.
Mr. Passman. It  was supposed to be a pilot plant. Look at the 

cost of it, and you will really get a shock.
Did you get the figures for us ?

TO TA L AI D FO R JO RD AN

Mr. T ennant. The total, including economic, military, and Public 
Law 480,-------- for 1963.

Mr. P assman. Is this  country also eligible for development credits ?
Mr. Gaud. For development loans; yes, sir.
Mr. Passman. Do they have any applications pending?
Mr. Gaud. Yes.
Mr. P assman. In  what amount ?
Mr. Gaud. There you have me. I do not have the details wi th me.
Mr. Passman. If  you have applicat ions for  development credits, 

long-term, no-interest, and a 10-year grace period, why would they 
need direct  budgetary  support ?

Mr. Gaud. The two spigots, to use your term, serve different pur ­
poses as far  as Jordan  is concerned. The suppo rting assistance is 
really to keep the country going day in and day out. The purpose of 
the development loans, if we make any to Jordan , and we have not 
decided it yet, would be to promote her economic development and 
give her the capacity to earn foreign exchange.

For example, a potash factory, assistance to develop her tourist 
trade,  and to develop other industries in the country which would put 
her on a more sel f-supporting  basis so she would hopefully in  the long 
run be able to take over a pa rt of this  budget support we are now 
supplying.

Tha t is the long run, you might say, while the budget support is 
the short term.

H IG H W A Y  AND IR RIG ATIO N PR OJE CTS

Mr, Rhodes. Oyer in Jordan  you have a rather large project for 
maintenance of highways. This  was just outside of Amman. Air. 
Gary will remember, I am sure. It  was so large, compared to the 
highways, I was shocked by it.

Do you know anything about that?
Mr. Gaud. I know the project, Congressman. I may not have been 

to the shops there.
Mr. Rhodes. It  looked like you were using a sledge hammer to 

drive a carpet tack.
Mr. Gaud. I am afra id I cannot speak with too much detail on that.
The purpose of the project is to emphasize highway engineering 

and teach the people re pai r and maintenance. I think  I am correct 
in saying some of the heavier equipment maintained there is used 
also on the irriga tion projects in the country. It  is so rt of a central
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maintenance proposition. It is not solely connected with the high ­
ways.

TE RM INAT ION OF FOREIG N ASS ISTA NCE  TO SAUD I ARABIA

Mr. Passman. In Saudi Arabia did we discontinue the aid program 
because of its complete success? We accomplished our objectives and 
these people became self-supporting and no longer needed aid?

Mr. Gaud. I was not here at the time.
Mr. P assman. I)o you have anyone here who can testify  whether 

that is a statement of fact, th at our objectives were accomplished, we 
made them self-supporting, and we said the job is well done, we are 
moving out?

Mr. Gaud. I can tell you why we a re not moving a program there 
next year. We feel they are sufficiently well off they do not need aid 
from us. They have a lot of oil revenues.

We sent, a mission at the request of the King. He was here in this 
country and had an eye operation up in Boston. Subsequently, he 
saw the President and discussed the futu re of the country and said 
he would like us to send an economic mission to Saudi Arab ia to 
check on what he was doing in terms of economic development.

We sent a mission there  for some 6 weeks, which went over the 
plans of the country, and so forth. But while we propose to give the 
Saudi Arabs tha t kind of assistance, we feel they have sufficient re­
sources to pay for thei r own economic development, and tha t is the 
reason we have no program fo r them.

PROGRAM IN  LEB ANON

Mr. P assman. Lebanon is among the wealthiest countries out there 
per capita. Do we have a program in Lebanon ?

Mr. Gaud. We have.
Mr. P assman. We were told 3 years ago there would not be a pro­

gram there.
Mr. Gat’d. There is only one project going on in Lebanon afte r the 

end of fiscal year 1962.
Mr. Passman. They are still eligible for development credits? 
Mr. Gaud. Yes, si r; any country is eligible.
Mr. Passman. You have applications pending now?
Mr. Gaud. From Lebanon?
Mr. P assman. Tha t you are considering?
Mr. Gaud. There was a gentleman in the office the other day with 

an application. I would not say we were considering it very seriously.

SAU DI ARA BIAN  PROGRAM

Mr. P assman. Let us see what happened in Saudi Arabia, as to the 
gross national product.

Mr. Gaud. The GNP of Saudi Arabia ?
Mr. Passman. Yes. We wonder how you arrive  at the conclusions 

you gave us, about d ropp ing the program there. I am looking a t the 
1961 book. From your justifications  books the information to make 
a decision is not available.

Mr. Gaud. Tha t book is 2 years old.
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Mr. Passman. I am try ing  to pin this down. I think there are 
another 55 or 60 countries tha t would fall into this same type of 
category. We have already established tha t you will have millions 
of dollars in unliquida ted aid going into Saudi Arabia in subsequent 
years. You are not put ting  any more in the pipeline, but you are 
drain ing what  is in the pipeline.

I think the committee should know why you discontinued it.
Let us consider their balance-of-payments situat ion, their gold situa­

tion, and let us find out how much progress has been made with the 
aid dollars. Tha t was the only purpose of going back into Saudi 
Arabia, to see whether or not we moved out because our objectives 
had been accomplished and whether  or not it was fo r some other  po­
litical reasons.

Mr. Gaud. We are not continuing there because we feel they do not 
need the aid financially.

Mr. Passman. I wish you would have the same look at some other 
countries. Of course you did have some funds, new funds, in fiscal 
year 1962 for Saudi Arabia.

Mr. Gaud. We di d; $150,000.

U SE OF  C O N TIN G EN CY  FU N D  I N  FI SC A L YE AR  19  62

Mr. P assman. Could you tell us wh at countries received funds from 
the contingency fund in your area ?

Mr. Gaud. Yes.
Mr. Passman. In  fiscal year 1962.
Mr. Gaud. The countries which received aid from the contingency 

fund in 1962, the United Arab Republic, $15 million.
Mr. Passman. That is Nasser’s country ?
Mr. Gaud. That is correct.
Mr. Passman. On what  date did you allocate these funds to Mr. 

Nasser?
Mr. Gaud. We had that  a minute  ago. It  was May, I think.
Mr. Passman. May of this  year, $15 million.
Mr. Gaud. The next nation is Yemen, $1.8 million.
Mr. P assman. What date?
Mr. B irnberg. April .
Mr. Gaud. The next is Greece, $20 million, and tha t was in J anu­

ary.
The next is Iran, $29 million. Tha t was p art ly in November and 

par tly in January.
Next, Syr ia, February.
That  totals $74.8 million, and of tha t, the $15 million for the United 

Arab  Republic, the  $9 million for Syria, making $24 million and $14 
million for Iran loans.

Mr. Passman. What kind  of loans ?
Mr. Gaud. The terms varied.
The Egyptian  loan was for 10 years, 2y2 percent.
The Syrian loan was for 5 years, and I think 5% percent.
The loan to Iran  was 20 years at 3.5 percent.
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JU ST IF IC A T IO N  FOR LO AN S OU T OF  CO N TIN G EN CY  FU N D

Mr. P assman. These nations would have been eligible fo r loans out 
of the development credit category.

Mr. Gaud. They were eligible for development loans.
Mr. Passman. Did you have any appl ications from Egypt for loans 

out of the development credit category ?
Mr. Gaud. We did.
Mr. P assman. In what amount did you approve credits for Egypt 

for fiscal 1962?
Mr. Gaud. Did we approve? I beg your pardon; $20 million, sir.
Mr. P assman. They could just as easily have obtained the $15 mil­

lion out of some of the other spigots.
Mr. Gaud. The loan was for a different purpose.
Mr. Passman. I t does not make any difference; they would have 

been eligible, would they not?
Mr. Gaud. They were eligible. We could have given them the $15 

million loan for the easier terms; that is correct.
Mr. Passman. The whole story is t ha t this contingency account is 

used for just  about anything the  AID officials see fit.
Mr. Gaud. That is not true, sir. I said there was a different pu r­

pose in these loans. May I explain that, sir  ?
Mr. P assman. Yes.
Mr. Gaud. Development loan funds  are supposed to be used for 

development purposes, and the statute, as you know, sets up certain 
criteria which we have to meet in order  to make a development loan. 
This $15 million loan was not made for development. In  the last 
year, United  Arab Republic had a very severe crop fa ilure as a result 
of a pest. They lost about $100 to $120 million worth of foreign 
exchange.

They came to this country and tried to work out an arrangement 
with 1 he TME to get them over this temporary, i f you will, balance-of- 
pavments problem. They entered into a stabilization agreement with 
the. IMF whereby they were allowed to draw off $42.5 million from the 
IMF.

LOAN FROM CONTING ENCY FU ND AFT ER DE PLETION OF SUPPO RTING  
ASS ISTANCE

Mr. Passman. We are talking about Egypt now ?
Mr. Gaud. Yes. This was not enough to get them over their  prob­

lem. They came to us and asked us for a loan to get them over their  
difficulties during the first phases of stabilization. We made them a 
loan of $20 million: $5 million we had  in supporting  assistance; the 
other $15 million had to come from contingency funds because there 
was not money left in the supporting  assistance funds.

Mr. Passman. That  is exactly what I  said.
Mr. Gaud. The development loan criteria, as we see it, do not permit 

you to make a loan for stabilization purposes.
Mr. Passman. Did you say you had to take it  out of the  contingency 

fund because you had depleted the supporting  assistance?
Mr. Gaud. Supporting  assistance under  the statu te has qui te differ­

ent criteria. Under the statu te you can make a support ing assistance 
loan fo r either economic or political purposes.
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Mr. Passman. If  you had the money out of supporting assist­
ance—

Mr. Gaud. We would have used it.
Mr. Passman (cont inu ing ). You could have used it. So, I say again, 

you use th is contingency fund for just about any purpose you want. 
You could use i t for the same purpose  as the development assistance 
fund if you had not depleted it ?

Air. Gaud. The supporting  assistance funds  were gone.
Air. P assman. I said development assistance. You said that fund 

had been liquidated .
Air. Gaud. Had been used.
Air. Passman. If  it had not been used-----
Air. Gaud. We would have used suppo rting  assistance.
Air. Passman. If  you had been available ?
Air. Gaud. Yes, and we did use $5 million of it.
Air. Passman. Did you tell us this was to meet a balance-of-pay- 

ments deficit?
Air. Gaud. A stabilization problem.
Air. Passman. What  is the difference between stabilizat ion and 

balance-of-payments deficit?
Air. Gaud. The same thing. It  was a crisis or emergency.

DEV ELOPM ENT LOANS FOR BA LA NC E-OF -PAY MEN T PROB LEMS

Air. P assman. Development credits cannot be used for tha t purpose ?
Air. Gaud. No, sir ; not according to my notion.
Air. Passman. Aly friends , study the program. Go down to Co­

lombia, Argentina,  or  around the world , and look at the testimony of 
people from other  sections. They certain ly are doing so.

Air. Gaud. I have never used it in my region.
Air. Rhodes. If  other people are doing it  the  other way, I think 

they are wrong.
Air. P assman. Is it not true that in some of the other  countries 

you are using it for tha t purpose  ?
Air. AIiller. Air. Chairman-----
Air. Passman. Just answer my question. Are they using it for the 

balance-of-payments deficits in other countries ?
Air. Miller. Aly understanding, Air. Chairman, is tha t in certain 

situat ions where there is a developmental possibility, i t may be possible 
to use development lending for a situat ion in which there is a balance- 
of-payments  crisis.

BA LA NC E-O F-P AY ME NT  LOAN TO COLOMBIA FROM  CO NT INGE NC Y FU ND

Air. Passman. I am asking you a specific question. Do you know 
of  any countries where they have used the development credit category 
to meet a balance-of-payments situation? AYe want a direct answer. 
If  von are not going to give it, I shall read it  into the record.

This is from a press release of AID, your own Agency:
THI RTY -MILL ION -DO LLAR ALL IAN CE FOR PROGRESS LOAN TO COLOMBIA ANNOUNCED

A $30 million  Alliance for Progress loan from the  U.S. Agency for In terna­
tional Development to the Government of Colombia was signed today in Bogota, 
the  cap ital  of the country.
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Teodoro Moscoso, Coordinator  of the Alliance, said the loan will assist 
Colombia's balance-of-payrnents position and help mainta in a flow of essential  
imports  of capital goods from the United States.

This is your  own press release. All we want to know is “Yes” or 
“No.”

Mr. Miller. Mr. Chairman, this did not come from development 
lending  funds. My recollection is it was a use of the contingency fund. 
It  was released in April, and it was a $30-million loan which was 
attributed to supporting assistance purposes for Colombia. As I  tri ed 
to say, there are some situations where a balance-of-payments crisis 
does meet the cri teria of development lending. It would be possible— 
but I cannot think of any specific example offhand—tha t a balance- 
of-payments situation would be a severe impingement upon the de­
velopmental possibilities of a country, and so it might  be possible in 
some circumstances to use it.

Mr. P assman. The legislation is broad enough to do just about 
anyth ing you want to with it ?

Mr. Miller. Mr. Chairman, the development lending loans must 
meet, the development lending criteria.

TE RM S OF  DE VEL OPM EN T CR ED ITS

Mr. P  assman. Let us get into development credits. You can extend 
one of these credits for 40 years at no interest, with a three-fourth 
of 1 percent service charge and a 10-year grace period, can you not ?

Mr. Miller. Yes, Mr. Chairman.
Mr. Passman. Which would be the better transact ion for the 

United States—one on those terms or one due in 12 years at 5 percent ? 
Which would be the best loan, if you had to put your money in it?

Air. Miller. It depends upon the circumstances.
Mr. P assman. I mean i f it is a good loan, as you say it is. would 

it be beter terms if you had a 12-year loan at 5 percent or had a 
40-vear loan, 10-year grace period, no interest ?

Mr. Miller. It  still depends upon the circumstances in every case.
Mr. P assman. I am talking about so far  as the va lidity of the loan.
Mr. AIili jER. A 12-year loan at 5 percent can be just as phony as a 

$3 bill.
Mr. P assman. “Phony” is right. That is the way I see it.
Mr. R hodes. May I ask one question ?
Mr. P assman. I want to say this, and then I shall yield: These 

are evasions for getting around the answer, when you and I know 
very well tha t you do have cases where you have extended develop­
ment credits in Latin America for budgetary purposes.

I yield to the gentleman.
Mr. Rhodes. Are the loans you mentioned. Mr. Gaud, repayable in 

dollars?
Air. Gaud. Yes, sir.
ATr. Rhodes. Thank you.
Let. us explore th is a lit tle further. Do repayments  of a loan from 

the contingency fund  go into the general Treasury of the United 
States, or does the money remain in the program fo r later obligation ?

Air. Gaud. I do not know the answer to tha t question.
Air. Tennant. The Treasury.
Air. Rhodes. The answer is t ha t it goes back into the Treasury.
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Mr. Chairman, the more I think of tha t, the better I like tha t con­
tingency fund as a balance-of-payments suppor t fund. Let them use it for that .

Mr. P assman. The o ther day the gentleman said, “P ut  tha t back in 
the bottle,” and I hope he will reciprocate.

Mr. R hodes. When you start  from zero and you go up one, you are 
higher than you were before.

Mr. Passman. I will have to buy that.
This thin g is so loose it does not make any difference if you run 

out of funds. Had you had the money in the supporting assistance 
category, you would have obligated it out o f that account and it would 
have gone back into the revolving fund?

Mr. Gaud. No, sir. I th ink you are mistaken.
Mr. P assman. 1 did not say it, I just asked the question.
Mr. Gaud. Support ing assistance funds tha t are paid back also go into the Treasury.
Mr. Tennant. Th at is correct.
Mr. Gaud. It  is only the development loan funds-----
Mr. P assman. The others go back into the Treasury.  Then you 

would not have had to handle this out  of the contingency. You could 
just as well have handled it out of support ing assistance or the de­
velopment grants, had the funds been available. Is that  correct ?

LOA N TO EGYPT

Mr. Gaud. Here is the point. The loan to  Egypt was for  $20 mil­
lion. There is another hooker on th at loan, and I would like to de­
scribe the whole loan, if I may, before we adjourn, so there will be 
no misunders tanding and so you will not think I have told you only hal f the story.

The loan to Egypt was $20 million. Sup por ting  assistance funds 
were all committed or  obligated, except for $5 million. So we used $5 
million of suppor ting assistance funds for this loan, and then we had to go to contingency for the other  $15 million.

Mr. Passman. So, there is no difference in the supporting assist­
ance and the contingency fund and the development g rants , as it would apply  to that type of loan ?

Mr. Gaud. I thin k there is.
Mr. Passman. I would like to know the difference, because you 

used some out of support ing assistance. You were out of funds, 
so you took it out of the contingency fund. Did you get two notes 
from the nation, one pa id out of supporting assistance?
. Mr. Gaud. No. The criter ia of support ing assistance and con­tingency are the same.

Mr. P assman. I t could be either grants or loans, then?
Mr. Gaud. Yes, suppor ting assistance could be e ither grant or loan. 

We could have given them this money if we liked. We preferred to make a loan at 10 years.
Mr. Passman. I wish you would get good, hard-boiled  loans on 

all of it, but the record now will show tha t you had development, 
grants , supportin g assistance, and contingency. You could have made 
a loan or given it to them out of three categories. Had  the money 
been available in su pport ing assistance or in development grants, then 
you would not have taken it out of  the contingency fund?
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Mr. Gaud. No; I do not agree with that . If  the suppo rting as­
sistance funds had been available, we would have used them.

Mr. Passman. Is tha t not what I said?
Mr. Gaud. You also said development grants. The development 

grant money would not have been appropria te for this use. Here is 
the problem, sir: This requirement, as we saw it, was not a develop­
mental requirement. It was primarily a short-run political problem 
which we wanted to meet. Therefore, this loan, as we saw it, should 
come either from supporting  assistance or, there being insufficient 
supporting assistance, from the contingency. If  the loan had had 
developmental purposes, we would then have made it from the 
Development Loan Fund.

Now, what was the problem we were try ing to meet? It  was the 
shortage of foreign exchange, but we took a look at Eg ypt’s overall 
requirements, overall foreign exchange capabilities, and concluded 
that she could pay this loan back in 10 years and that  they could pay 
2i/> percent interest on it.

Syria, which I mentioned a moment before, had  an even better for­
eign exchange situation, and when we made a stabilization loan to 
Syria, we made it on the basis of 5 years.

Mr. P assman. Does that mean to meet a balance-of-payments situa­
tion?

Mr. Gaud. Yes, that is right.
Mr. P assman. We always refer to i t in th is country as a balance of 

payments deficit.
Mr. Gaud. That is right. In  each of these cases we made the loan 

only af ter the country involved had made its peace with the Interna - 
national Monetary Fund, and had gone to other nations and got 
them-----

Mr. Passman. They got $42.5 million out of the Internatio nal 
Monetary Fund, did they not?

Mr. Gaud. Tha t is correct. In  addition, Egypt  is getting other 
money from Germany, England, France, and perhaps others.

Mr. P assman. It  is clear to me that if you had had the money in 
supporting assistance-----

Air. Gaud. We would have used it.
Air. Passman. That  is right. Tha t means you are making the 

loans or gifts, depending on what category, in advance of a specific 
justification to the Congress, other than your blanket authority .

Mr. Gaud. This is a classic example of why we need a contingency 
fund, because in April Nasser sent his Minister of Economy over here 
and made his deal with the IMF. We concluded for political rea­
sons—and you recall Mr. Talbot went into this yesterday—we con­
cluded it is in the interest of the United States to make this loan. It  
was then April o f the fiscal year.

Mr. P assman. It  presumably applies to all loans or grants or g ifts, 
does it not, that it is in the interest of the United States?

Mr. Gaud. Tha t is our judgment.
Mr. Passman. Tha t is what you said. You are not singling  that  

out.
Mr. Gaud. No, sir.
Mr. Passman. I would regret to think tha t the others are not.
Mr. Gaud. Tha t is right.
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PAST AID PROGRAMS IN  EGYPT AND SYRIA

Mr. P assman. We did not have an a id p rogram in Egypt for  many 
years.

Mr. Gaud. Aft er the Suez business.
Except  Public Law 480.
Mr. Passman. We were told differently, tha t, for  all  p ractical pu r­

poses we were out of Egy pt fo r years with the a id program.
Mr. Gaud. Certainly on a much reduced program, yes, sir. We d id 

not provide Public Law 480 commodities for a number of years.
Mr. P assman. But  now we are back in Eg yp t dealing with the 

same Nasser you dealt with in the past ?
Mr. Gaud. It  is the same man.
Mr. Passman. For many years we h ad no aid program in Syr ia 

because, they did not want an aid program. Is that correct ?
Mr. Gaud. I do not know.
Mr. Passman. Now we have talked  Syr ia into coming into the aid 

program, or they have talked us into it, or we have talked each oth er 
into it.

Mr. Gaud. Let us say we have a program.
Mr. P assman. We have a p rogram in Syria, and they still  have a 

substantial gold reserve.
Mr. Gaud. Yes, sir.
Air. Passman. They still have the gold, do they not ?
Mr. Gaud. I do not know whether  it is all there, but they are in 

relatively  good shape.
Mr. Passman. The committee will adjou rn unt il 2 o'clock, if there 

is no objection.
AFTERNOON SESSION

Mr. Passman. The subcommittee will come to order.

CONT INGE NCY FU ND  USAGE FOR AF GH AN IST AN

Air. Gaud. Alay I get something on the record here ?
Mr. P assman. Surely.
Mr. Gaud. Shor tly before we adjourned,  you asked me for  a list 

of items we have taken out of the  contingency fund in this  region. I 
inadvertent ly missed one in going over the list. There is an item 
of $23.7 million for  Afghanistan.

Mr. P assman. Thank you.

uses of contingency fund

Let us see if this is a  sta tement of fa ct : Development grants, sup­
port ing assistance, and the contingency fund  all could be used, if 
necessary, for grant  aid ?

Air. Gaud. Those can all be used for grants.
Air. Passman. Development grants,  supporting  assistance, and the 

contingency fund could all be used in th eir enti rety  for  g ran t aid, if 
there  were reasons for such aid ?

Air. Gaud. That is correct.

87948 —62—pt. 3- 19
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Mr. P assman. Also, i f you had  reason, you could make some type 
of loans out of e ither of the three categories; is th at correct ?

Air. Gaud. Except for the development grants.
Air. Passman. Tha t must in every case be grants,  exclusively ?
Air. Gaud. That is my understanding.
Air. Passman. In  supporting assistance, you may have an out righ t 

gran t or you make make some type of loan ?
Air. Gaud. Yes, sir.
Air. Passman. The same thing  would apply to the contingency fund ?
Air. Gaud. Yes, sir.
Air. Passman. In the one instance Ave discussed, had there been 

funds in the support ing assistance category by which you would have 
taken care of Egypt, then you would not have disbursed money out  
of the contingency fund ?

Air. Gaud. That is true.
Air. P assman. Only afte r you had depleted your supporting  as­

sistance account did you d ip over in to the contingency fund to take 
care of Egyp t; is tha t a statement of fact ?

Air. Gaud. Tha t is true.
Mr. Passman. I did not overstate the mat ter when I  said tha t the 

contingency fund could be used just about in any field that the Execu­
tive should decide it would be in our interest  to use it?

Air. Gaud. I think I am right but I defer to Mr. Miller over here. 
I think  I  am righ t in saying this contingency fund cannot be used for 
development loans; is that  rig ht ?

Mr. Miller. I do not th ink there is anyth ing t ha t precludes it from 
being so.

Air. Passman. You could use it for any purpose you wanted to 
use it ?

There is no justification in advance for the contingency fund or 
what it may be used for ; is that correct ?

Air. Rhodes. Off the record.
(Discussion off the record.)
Air. P assman. The contingency fund can be used for  all the mutual 

security aspects of foreign a id ; is tha t correct ?
Mr. Miller. Except for  the military  assistance program.
Air. P assman. The mil itary assistance program is no t in the mutual 

security economic category.
Air. Miller. No, sir.
Air. F ord. Off the record.
(Discussion off the record.)

APPROVAL OF CO NT INGE NC Y FU N D  US E

Air. Andrews. Who approves the  use of the contingency fund ?
Air. F ord. The President.
Air. P assman. The President does not go out and look for projects 

on which to spend it.
Mr. A ndrews. It  takes his approval  for expenditure from the con­

tingency fund, as I understand it.
Mr. Miller. He may delegate this function.
Air. Andrews. I am certain lie does. In  other words, if  the Direc­

tor of AID  were to go to the President with a recommendation tha t
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a certain  project be financed from the contingency fund, then the 
President, I am sure, would likely go along with tha t recommenda­
tion. Under the  law, it is my understanding tha t it  takes Presidentia l 
authority  to spend money from the contingency fund.

Mr. Passman. Xo ; he can delegate the authority.
Mr. Tennant. I think the law states that , Mr. Andrews, and I 

believe there has been a delegation under it.
Mr. Passman. He can delegate under it. I have always said this 

thing  was open at both ends and busted in the middle.
This is no t in your terr itory but  it is one of the larger ones, so we 

thought  we would cite thi s as an example of what could be do ne: This 
is an item of development support and stabilization. I think we 
agreed tha t stabil ization is budgetary support,  is tha t r ight?

Mr. Miller. Und er the circumstances, Mr. Chairman, I think it is 
a stab ilization  loan when given for imports of American commodities 
into the country.

Mr. Passman. All r ig ht; let us see what it does.

DEVELOPMENT SUPPORT AND STABILIZATION LOAN TO BRAZIL

This is a development support and stabilization loan for Brazil. 
The loan was approved for $65 million and disbursements were $65 
mil lion ; duration of loan, 40 years ; rate of in terest, zero.

The purpose of the loan is described as being to assist the Braz ilian 
Government’s program of promoting economic and social progress 
under  conditions of financial stability. Support is given both in­
directly to balance of payments and d irectly to specific projects, which 
are intended to contribute  to the goals o f stab ilization  and a balanced 
budget.

Whether it is directly or indirectly, the loan provides for a system 
of balance-of-payments deficit application , does it not?

Mr. Miller. Mr. Moscoso testified at some length about this par ticu ­
lar  loan, as I  recall. I thin k tha t is correct, Mr. Chairman.

Mr. Passman. If  it is correct,  there is no use going further.
Mr. Miller. I defer to Mr. Moscoso.
Mr. P assman. It  speaks for itself.
Mr. Gaud. The balance of the page is quite interes ting in th is pa r­

ticular. I t says that—
exam ples of projects which meet these cri ter ia are a rai lro ad program aimed at 
a redu ction of the  deficit rai lroads , a highway  cons tuction program to improve 
communications, development of an oil shale ind ust ry to effect a considerable 
savings in foreign exchange out lays and  the  development of marke t storage 
faci litie s.

Mr. Passman. You are only quoting examples. It  could be any­
thing—a marble factory, a rumshed, or a racetrack.

Mr. Gaud. It  could be.
Mr. P assman. We made them the loan and disbursed it in its 

entirety, and the statement was that “Sup por t is given both indi­
rectly to balance of payments and directly  to specific projects which 
contribute to the goals.”

Mr. Gaud. Right.
Mr. P assman. If  th at is not budge tary support, I then shall place 

some others in the record to show this.
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OBLIGATION AND DIS BURSEM ENT OF LOAN  TO BRAZIL

Mr. Tennant. I do not believe we fully disbursed tha t loan. It  
has been obligated but not disbursed.

Mr. Passman. The book says t ha t it has been disbursed. I agree 
with you, however, that  you cannot go by these books.

Mr. R hodes. Let us have him find out whether it is or not.
Mr. Miller. Mr. Chairman-----
Mr. Passman. This justification was print ed in February. This 

was approved in the amount of $65 million and disbursed, $65 million.
Mr. Tennant. I stand corrected, Mr. Chairman.
Mr. Miller. Mr. Chairman, I would like to have Mr. Moscoso pre­

pare an insert a t th is point since he testified at  some length on this.

LOAN TO AR GE NT INA

Mr. P assman. Let us go into Argent ina, and  make one other case for 
the record so it cannot be said tha t only happened one time.

This  is one that was not signed as of the prin ting of this book.
Mr. Tennant. It  was signed subsequent to  th at time.
Mr. P assman. The item has been approved under  the same cate­

gory of loans. The loan was made to assist the Government of Argen­
tina, acting through  the Banco Central de la Republica Argent ina, in 
main taining a flow of essential—nonluxury—imports into the Republic 
of Argent ina. I t will be used in the financing of foreign exchange 
costs of these imports. The proposed amount of the loan is US$20 million.

May I ask you something off the record ?
(Discussion off the record.)

transfer of supporting assistance projects to grant status

Mr. P assman. How much money formerly  budgeted for “Suppor t­
ing assistance” has been transferre d over to another category and is 
now being requested under  the “Development g ran t” category?

Mr. Gaud. Do you mean, sir, projects we formerly carried under “Supportin g assistance” ?
Mr. Passman. Tha t is righ t, projects budgeted under “Supporting  

assistance” tha t you have now transferred over to the “Development gran t” category.
Mr. Btrnberg. There  are four  projects, sir, which we are tran s­

fer ring from what has been supporting  assistance in 1962 and special 
assistance prio r to that,  which we are showing for the future in de­velopment grants. They a re :

Helmand Valley development, Arghandab hydroelectric power, 
Afghanistan  regional transit, and air transporta tion development.

Mr. P assman. Could you give us the amount ?
Mr. Btrnberg. The amount for  1963 ?
Mr. P assman. That you formerly budgeted under suppo rting assistance and transferred .
Mr. Gaud. If  I may, subject to correction by Mr. B imberg, I  do not 

think  we transferred any money. It  is a question of future  money 
we need for these projects. We are going to ask for this under the
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development g ran t rath er than the suppo rting assistance. We have not changed.
Mr. P assman. Why are vou changing  from one fund to the other?
Mr. Gaud. Because we feel these projects are developmental pro j­

ects and they ough t to be treated as such. They are not political  projects.
Mr. Passman. Are we being told maybe tha t defense support—of 

which this supporting assistance is the successor—all this,  in  the  past, 
has been political projects?

Mr. Gaud. Not at all, sir. The statu te provides supporting  ass ist­
ance may be used for  eithe r politica l or economic justification.

Mr. Passman. I f  you are carrying  on a project  out of suppo rting 
assistance tha t is a worthy project,  would the re be any reason why it  
should not be completed out of supporting  assistance and be trans­ferred to development gran ts ?

Mr. Gaud. I can tell you about the specific projects rather  than  
talking generally. I am the one who is responsible fo r th is switch.

Mr. P assman. If  you have worthy development projects that were 
previously budgeted out of supporting assistance, the  mere fact tha t 
you transfer red them to development gran ts would not make them any more deserving, would it?

Mr. Gaud. Not at all.
Mr. Passman. If  the objectives are the same, what would be the 

purpose of trans fer ring one to the other ?
Mr. Gaud. Well, that, is what I would like to tell you.
I am trying to establish the princ iple as fa r as my region is con­

cerned, tha t supporting assistance is used in a limited number of cases 
and is used for budget supp ort or for  short- term politica l results. 
These are projects which are purely development in thei r aspects. 
I t seemed to me they belong under the  development side of the ledger rather  than the other side.

Mr. P assman. I do not say that  is your purpose, but it has been 
indicated time and again tha t you are shi fting this thin g away from closer identification.

LONG-TERM COMMITMENTS TO PAKISTAN  AND  INDIA

Page  181 of the justifications indicates tha t in response to greate r 
emphasis on long-term development, autho rity has been used to make 
long-term commitments in two major  countries in this  region.

What two countries ?
Mr. Gaud. Under the act, we have made only one long-term com­

mitment  in  th is region, to Pakistan.  Before the act was enacted, the 
executive did make a long-term commitment, a 2-year commitment, to India.

Mr. P assman. Are you qualify ing both of them for funds ?Mr. Gaud. This year?
Mr. Passman. Yes.
Mr. Gaud. 1963?
Mr. P assman. Yes.
Mr. Gaud. Yes, sir.
Mr. Passman. One commitment was made before the enactment of 

the legislation last year, referring to section 202 (b); is that right?Mr. Miller. Right , sir.
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Mr. P assman. Y ou hav e two  s pig ots , side by side,  and if  y ou have 
a bucket  under each , when you  ge t the m fu ll,  one is ju st  as fu ll  re ­
gar dle ss of wh at sp igo t yo u draw  it  ou t o f, an d th at i s th e way it  goes.

W ha t is  the am ount requested  fo r these comm itments?
Mr. Gaud. Th e am ount fo r In dia  w hic h we a re  p ro gram ing is $450 

mil lion . The am ount fo r P ak is tan is $225 mill ion .
Mr.  P assman. Those  two are to ta l amo unts?
Mr.  Gaud. Yes,  s ir. That  is the to ta l am ount un de r the long-te rm  

commitm ent.
AID TO IN DIA  CLU B

Mr. P assman. Th is cl ipping  fro m th e W ash ington  Po st  of  today, 
Ju ly  31,1962, s ays:

India still shor t of goal with $218 million more.
The World Bank’s “Aid India Club” yesterday pledged $218 million in addi­

tional loans to help India through her current  5-year economic plan—but still 
fell $65 million shor t of target.

On May 28, the “Aid India Club” had to recess its session because some 
nations had not yet made up thei r minds about pledging and others did not 
even bother to show up.

The United States which heretofore had been performing the role of honest 
broker decided last month to let India do her own pleading.

Co ngratula tions .
The United States, the larges t of the lenders, put up $545 million last  year 

and was prepared to put up another $500 million this year, providing the other 
nations matched it. But the  others came up with only $435 million for matching. 
State Department officials said the res t of the matching offer remains  “open” 
for any country tha t wants to increase its pledge.

I t  is ackn owledged th at fro m tim e immemo ria l na tio ns  have  been 
making  loans to oth er na tio ns , sh or t-t erm loan s, good pledges, and  
agreed -up on ra te  of  in ter es t, d ependin g on  the  economy of the co un try , 
an d so fo rth .

Now, we come a long an d tak e th e old , s oft , giv eaw ay p a rt  o f it.

FAVORABLE TER MS OF WE ST GER MAN LOANS

Then,  when we ge t in to  the  ac tual  l oan s outside  th e Uni ted Sta tes , 
we ru n in to  some ra th er  unusual s itu ati ons.

Le t us  tak e the  case of  W es t Ge rmany. I  th in k they  ha d eig ht 
loans, and  the  first  one was $157 mil lion; is th at corr ec t ?

Mr. Gaud. Yes, s ir.
Mr . P assman. Th is  was a  typ ical  G erm an loan , 6.3 pe rcen t intere st, 

rep ayab le in 3 years.
Ano ther  one of $40 mi llio n, 5.5 perce nt in ter es t, 20 ye ars; an oth er  

one of  $30 mil lion , 6.5 pe rcen t int ere st,  20 ye ar s;  an othe r one of  
$30 m illion,  5.5 percent in terest,  30 yea rs ; one of  $24 mi llio n, 5.75 pe r­
cen t int ere st,  20 yea rs;  an othe r one fo r $48 mi llio n, 5.5 p erc en t i nt er ­
est, 13 yea rs;  $25 mi llio n, 5.5 p ercent  in ter es t, 20 yea rs ; $42.5 million, 
3 per cent intere st, 20 ye ars.

terms of united  kingdom loan

Th en  we g et to  t he  U ni ted Kingdom,  w hic h ha d a $32-mill ion loan 
with  the regu lar Tr ea su ry  ra te , plus  a bon us of  1 perce nt,  payable  in 
2y2  ye ars; anoth er one of $42 mi llio n, T re as ur y ra te , p lus  a on e-q uarte r
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percent  bonus, 11 years;  $79 million, Treasury rate, plus one-quarter 
percent bonus, 20 years; another one of $8 million, Treasury ra te, plus 
one-quar ter percent bonus, payable in 6y2 years.

EASY TERMS OF U. S.  LOANS

Now, let us take a look at the United States. Let us see how this 
runs, so we will know how this consortium is working.

Let us pick up No. 1: $33 million, no interest, three-quarters of 
1 percent and no closing charge, 40 years.

Anothe r one o f $38 million, no interest, 40 years;  another one of 
$40 million, no interest, other  than  the collection charge, and tha t is 
three-quarters of 1 percent service charge.

Then, $17.9 million, no interest, 40 years; $4.2 million, no in terest, 
40 years; $9.8 million, no interest, 40 years; $200 million, no interest 
40 years.

Without objection, we shall put this  resume in the record.
(The  document refer red to follows:)
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Loans other than United States to In di a
[D ol la rs  i n  m ill ions ]

C o u n tr y
T o ta l

p ro je ct
co st

Loa n
val ue

D ate
au th ori ze d

In te re s t
ra te

T e rm s of  
re p a y ­
m e n t

M ax im um
m a tu r it y

FR EE  WORLD

W est  G er m an y:
R o u rk e la _____________________
C ap it a l go od s________________

D o .............................................
D o ..............................................

R ou rk ela _____________________
D o .............................................

B al an ce  o f p a y m e n ts _________
D o ..............................................

U n it ed  K in gdom :
L aza rd  C re d it  D u rg a p u r  (p ri ­

v a te  l o an ).
D u rg a p u r____________________
C ap it a l go od s.

$241.5
(*)
(' )
(*)
(*)
(*)
(’)
c )

Capita l goods_________
N a h a rk a ti y a  o il p ip e li n e .
C ap it a l go od s.................... ..

Do..............................
D o .......................
D o .......................
D o .......................
D o .......................

Jap an :
C re d it ____________

A d H o c______
D o ...............

C o n so rti u m .. ..  
B a il ad il a  I ro n . 
O ri ss a I r o n . . . .

S w it ze rl and__________
Y ugosl av ia ___________
F ra nce :

C on so rt iu m _______
2d  p l a n . . . ................

I ta ly _________________

$157 .1
40.1
30 .0
30 .0
24 .6
48.3
25 .0
42 .5

32 .2

42 .0
79 .8 
8. 4

53 .2
28 .0
14.0
28 .0
84 .0
14.0

50 .0
10.0
10.0
80 .0
21 .0
8. 0

22 .9
39 .9

30 .0
100.0
96 .0

F eb . 26,1958 
Jan . 6,1959 
M ay  27,1960 
N ov . 15,1960 
Jan . 30,1961 
A pr.  29,1961

........d o . . .........
S ep t.  14,1961 

J a n . 6,1957

Ju n e  30,19 58 
D ec . 20,1958 
Ju n e  23,1959 
N o v . 25,1959 
A ug. 16,1960  
D ec . 23,1960 
M a y  1,1961

____d o ..............
N o v . 10,1961

F eb . 4,1958 
A ug.  —,1958 
M ar.  —, 1959 
A ug . 18,1961 
M ar.  8,1960 
J a n . 4,1958 
J u ly  30,1960 
J a n . —.I 96 0 

S ep t.  12,1961 

Aug" 29," 1961"

6.3
5 ^
6)4
5H>
5J<
5 ^
5 ^
3

’ + 1

+ J i
+ K

+ X
+ x
6%

co
6
6
6
6
3X
3

(«)

3 y ea rs .
20 y ea rs .

Do.
15 yea rs .
4 y ea rs .
13 ye ar s.  
20 yea rs .

D o.

2) 4 yea rs .

11 yea rs . 
20 yea rs . 
6)4 ye ar s.  
20 ̂ y ea rs . 

D o ’.
25 y ea rs . 

D o.
D o.

10 yea rs . 

D o.
15 yea rs .

5 y ea rs .
10 yea rs .

12 yea rs .

T o ta l,  free  w o rld .. 1,24 9.0

SOV IET BLOC
U .S .S .R .:

B h il ai  S te e l_________
In d u s tr ia l__________
D ru gs______ _______
B ara u n i O il________
C re d it  3 d p la n ______

D o . . . ................... .
C ze ch osl ovak ia _________
P o la n d _________________
R u m a n ia _______________

(»)
(>)

8
(*)
(’)

132.5
126.0
20 .0
25 .0

375 .0
125.0
48 .5
30 .0
11.0

F eb . 2,1955 
N o v . 9,1957 
M ay  29,1959 
S ep t.  28,1959 
S ep t.  12,1959 
F eb . 21,1961 
N ov . —, 1959 
M a y  —, 1960 
O ct . —.1958

2)4
2)4
2)4
2)4
2)4
2)4
2)4
2)4
2)4

D o.
Do.

7 y ea rs . 
12 yea rs .

D o.
D o.

8 y ea rs . 
D o.

7 y ea rs .

T o ta l,  Sovie t b lo c . 893.0

1 N o t know n. 
s  T re asu ry  r at e.
• U nder neg oti at io n .
‘ T o  be  n eg oti at ed .
• E x p o rt  of I n d ia n  c om m odit ie s to  U .S .S .R .

DISPOSITION OF SERVICE CHARGE ON U. S.  LOANS

Mr. Andrews. May I ask one question ?
Mr. P assman. Surely.
Mr. Andrews. Who gets the three -four ths of 1 percent service 

charge ?
Mr. P assman. I t goes into the  Agency, does it  not?
Mr. Gaud. Yes, sir.
Mr. Passman. Let  us say Company X in New York ships out 

again st foreign aid approval an invoice for $1,286,000. They take
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tha t transaction down to the ir bank, and the  bank gets some considera­
tion for handling the transaction ; is tha t a statement of fact?

Mr. Tennant. Yes, sir;  there are some banking  charges.
Mr. Passman. In addition to that , the bank gets an agreed-upon 

rate of interest from the time they advance on the transac tion until 
it clears the Treasury and they get their  check back; is that right ? 

Air. Tennant. Yes, sir.
Air. Passman. You have to have a littl e windfall  for the bankers. 

AVhen the borrower pays out this loan ins tead of ge tting  back capita l 
plus, you get capital minus, because you have to pay the bankers th eir 
charge for handling whatever transactions they handle as well as 
interest on any advance they make again st shipments. That comes 
out of what expense account ?

Air. Tennant. Tha t is the one I am not sure of.
Mr. Passman. Please find out.
Air. Tennant. I will be glad to check.
(The information requested follows:)

Ban k Service  Charges on Loans

Banks normally process the documents concernng materials purchased by AID borrowers. The fees for these bank services are set at the competitive rates, and are paid by the purchaser, who is the borrower from AID. These fees may be paid  by the borrower from funds loaned by AID, as these fees a re considered to be par t of the total dollar costs of the equipment being purchased.Two fees are charged. A fee of about one-tenth of 1 percent is paid on the  face amount of each payment with a minimum fee of about $5. The fee on large payments will sometimes be reduced. An interest charge is paid to the bank during the period between the bank’s payment for the mater ials and the receipt by the bank of payment from AID. On a normal transaction this period is from 24 to 48 hours. The charge is between one-fourth and one-half of 1 percent above the Federal Reserve Bank of New York’s discount rate, which is presently 3 percent.
Mr. P assman. I did want to pinpo int the hypocrisy of trying to 

fort ify our gifts with the fact  that  some of the nations are making 
the same kind of loans. Yet they do not and have not—they are mak­
ing the good, hard loans—they were making them long before anybody 
on this committee was born, and they will be making them long after  
we are put  6 feet under ground.

JU ST IFIC AT IO N FOR TER MS OF U. S.  LOANS IN  CONSO RTIUM

Mr. F ord. Alay I ask a question?
Air. P assman. Certainly.
Mr. F ord. I am disturbed by what the chairman jus t read into the 

record from material supplied to the committee.
ITow do you justify tha t, Mr. Gaud?
Mr. Gaud. Alay I  say a word about it before I  just ify it?
Mr. Ford. Yes.
Air. Passman. Off the record.
(Discussion off the record.)
Air. Gaud. AVe join you gentlemen in deplor ing these hard terms. 

We do not like it and we thin k that if you are lending a sizable 
amount of development money to a country in sore stra its which has 
a balance-of-payments problem, you complicate its problems by lend­
ing it money for too short a term at high interes t rate. We feel
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tha t these development loans made by these other countries should 
be on a much more generous basis, more generous terms, and terms 
approaching ours. We have been doing o ur best, both bilaterally in 
the consortia and  in  Pa ris with the OCED and the DAC to have these 
countries liberalize the ir terms. We are making some progress and 
within the last 6 o r 8 months, subsequent to the loans which are on 
this insert here, we have gotten a number of these countries to 
lengthen loan terms and reduce the ir interest rates. They are still 
not as good as ours or as easy as ours.

CONTRIBUTION OF CANADA TO IND IAN  CONSORTIUM

Canada does not appear here bu t most of her aid to  the Ind ia con­
sortium is in outright  grants.

Mr. F ord. To what  extent in dollars? Could you supply tha t for 
the record ?

Mr. Gaud. Yes, sir.
Her  to tal contribution to the Ind ia consortium is $33 million.
Mr. Ford. Over how long a period of time ?
Mr. Gaud. This is for the first 2 years of the plan.
Mr. F ord. I s this prior to or subsequent to her recent economic 

troubles ?
Mr. Gaud. $28 million commitments were made a year ago.
Five million dollars was made yesterday.

ADJU STMENT OF INTEREST RATES BY OTHER CONSORTIUM PARTICIPANTS

Germany has now moved so th at most of her loans to the consor­
tium are for a 20-year period with a 7-year grace term and interest 
down to 3 percent. There  are still some at 5.5 or 5.75.

Jap an has lengthened her terms and the new ones will be 15 years 
against a prio r ra te of 10. The U nited Kingdom-----

Mr. F ord. AVI mt will the interest rate be ?
Mr. Gaud. Her interest rate, I regret  to  say, is still high ; 5.75 to  6 

percent.
Mr. F ord. They made no change?
Mr. Gaud. They made no change.
The United Kingdom’s loans under the present consortium are go­

ing to be 25-year loans with a grace period of 5 to 8 years. The interest 
rate  is still the same as before, what it costs the Treasury , plus a 
service charge of one-quarter  of 1 percent.

Mr. F ord. Tha t would average out  about what?
Air. Gaud. Around 6 percent.
As I  say, this still, as we see it, is an unsatis factory situation. We 

are working on it and we think  we are making some progress. There 
is another factor I  would like to ment ion and t hat  is tha t some of these 
countries grant very different terms to different beneficiaries. For  
example, France,  on a pro ra ta basis, as a p ar t of her program, makes 
more grants than  the United States does. They have hard terms 
with India . They have gran t terms or much softer terms with  other 
countries. The same thin g is true of Eng land.

The point I am making is th at you do not get a full picture of the 
aid program of these other countries by concentrating on the loans 
they are  making to India.
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COMMERCIAL TIES WIT H FORMER DEPENDENCIES

Mr. Passman. Neither do you get a full picture when we indicate 
tha t India is a former dependency of Great  Britain and they have 
certain economic ties which are advantageous to Grea t Br ita in;  is 
tha t right?

Mr. Gaud. It  is true she was a former dependency; yes.
Mr. Passman. As fa r as the ir trade  agreements are  concerned, they 

represent a dist inct advantage to Great Britain ?

INCREASED INTEREST RATE ON JAP ANESE  LOANS

When Jap an increased its term to 15 years, it also increased the 
interest rate, did it  not ?

Mr. Gaud. I do not think so.
Mr. Passman. Wha t is the interest rate there ?
Mr. Birnberg. There was one at  5.75 percent and the rest at 6 

percent.
Mr. P assman. Tha t is for  10 years ; let us get to the long-term item.
Mr. Gaud. The long-term item is sti ll at 6 percent and 5.75 percent.
Mr. P assman. I am looking at a loan of $50 million. That was 5.75 

percent.
Mr. Gaud. But there are four at 6 percent.
Mr. P assman. I wanted to show the hypocrisy of this thing. Here 

we are picking  out what has been going on in other nations  from time 
immemorial, tha t is, the  grantin g of short-term loans at high  rates of 
interest, and for the specific purpose  of reciproci ty and contracts. 
Tha t we know, yet here you are endeavoring to fool the American 
people, and telling them that  other nations are doing same as we in 
this consortium arrangement.

Mr. Rhodes. You mentioned th at the French vary  thei r interest  rate 
from nation to nation ?

Mr. Gaud. Yes, sir.

ADVISABILITY OF VARYING INTEREST RATES

Mr. Rhodes. Do they do this  on the basis of whether the Nation to 
which they are lending is friendly to them or not ?

Mr. Gaud. Frank ly, I  do not know.
Mr. Rhodes. It  would be interest ing to establish a pa ttern like this 

because I  have always though t w’e ought to do that , too. Certainly, if 
we are going to do it, we would not be lending to Ind ia at a quarter  
of 1 percent.

Air. Gaud. We have been following a different standard. It  has 
been in terms of the capacity of the country to repay. In  other words, 
we have the tough loans-----

Mr. R hodes. I know what you do and I  do not approve of it. That 
is the point I am trying to make. If  we must give aid, I approve of 
the spigot type which Air. Coffin mentioned.

Air. Passman. While our loans are without  interest, with a 10-year 
grace period, a lert nations abroad are taking advantage of us.

During their grace period, whether i t is 1,2,  or 7 years, as they have 
a 6-percent in terest ra te, they  are accumulating interest  on that loan ?

Mr. Gaud. Tha t is right.
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Mr. Passman. At the same time, we are building up a lo t of zeros.
(A short recess was taken.)
Mr. Passman. Mr. Gaud, so often when we go abroad, bankers in 

the European countries, and the indus trialis ts and heads of govern­
ments, point  ou t that if Germany, for instance, had  followed the rec­
ommendations of the United States, thei r recovery would not have 
been as far advanced as it is. The United Kingdom is quite adept 
in the diplomatic field and in finances, too.

We go over there and these gentlemen say, and I paraphrase, “We 
are business people, bankers, and are a sovereign nation, and this is the 
way we have been doing it. These are the types of loans we have 
been making, and these are the rates of interest  we should get if we 
are to get a return  on those loans. You can go on out in left field, 
if you want to, and set yours up for 40 years, no interest, with 10 
years’ grace and the rig ht to cancel it.”

We tur n around and say, in effect, “Gentlemen, we want you to 
be more liberal. We want you to loosen up a little on your terms.” 
However, they do not heed our requests.

EXPO RTS AND  IMPORTS----N ESA REGION

What has been the amount of U.S. exports  to  your area, by dollar 
amount, during the past 5 years, Mr. Gaud ?

Mr. Gaud. By exports, do you mean non-U.S. aid exports or all 
exports ?

Mr. Passman. Total exports.
Mr. Gaud. I am afr aid  we shall have to get those figures.
Mr. Passman. Maybe the Controller  has the information.
Mr. Tennant. No, si r; I do not have the exports figure.
Mr. Passman. Can you give us the amount of our imports from 

this  area during the same period of 5 years ?
Mr. Gaud. I do not think we have that  here.
Mr. Passman. Thank  you.
I hope you will inform  the committee concerning the amount 

of exports to your region and the amount of imports from your 
region for which the Treasury picked up the checks, as well as the 
subsidy, as well as Public Law 480, and outright  gifts.
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(The information requested follows:)
U.S . trade with Near Eas t and South Asia  program countries

[M il li on s of  do llar s]

U .S . export s (exc lu di ng  s pe ci al  
ca te gory  i te m s)

U .S . im port s

1957 1958 1959 1960 1961 1957 1958 1959 1960 1961

A fg han is ta n_____ ________ 9.4 10.4 6. 9 9.2 18.4 17.5 14 .0 16.4 19.8 11.8
C ey lo n_____________________ 13.3 21 .9 23. 1 14.3 14.8 32 .4 27.1 34 .7 38 .7 31 .5
C y p ru s  _______ _____ ______ (') (>) (>) (>) (*) (>) (>) (>) (■) (*)
G re ec e__________  - ________ 88. 4 75.1 53.5 63 .8 78.4 35.1 37 .0 34.0 33 .5 46.4
In d ia _______________________ 439.6 312 .2 336.4 640. 7 482 .6 210 .9 191.1 207 .3 228 .1 252 .2
I ra n  ______________________ 82.8 105.8 113.6 117.1 91 .9 32 .9 41 .9 50.9 51 .3 61.3
Ira q  ______________________ 40 .2 32 .1 27 .5 36 .9 37.4 29.1 30.1 34.5 27 .2 29.5
Is ra el  ______________________ 97 .3 105.3 116.6 125.7 146.0 20.1 18.2 27 .5 27 .3 32 .6
N ep a l----------------------------------- (’) .2 .2 .7 .4 (’) (’) (’) (’) (’)
Jo rd a n .............................. ............. 6. 6 10.0 15.6 17.0 23 .6 . 1 (’) . 1 . 1 . 5
L eb an o n ____________ _______ 43.6 38.6 42 .5 44 .3 45.4 4. 5 3.8 3.3 3. 5 4.4
P a k is ta n . __________________ 115.7 112.1 104. 1 169.9 195.3 39 .6 26 .8 35 .4 36 .0 37 .0
S y ria _______________________ 17.8 15.9 11.8 37 .2 26 .8 9.8 5.1 9.5 6.5 5.1
T u rk e y _____________________
U n i t e d  A r a b  R e p u b l i c

142.8 122.9 125.7 126.2 141.8 92 .4 55.4 82 .2 60 .2 74.8

(E g y p t) __________________ 40 .9 53.9 107.2 150.7 161.9 17.0 17.8 16.8 31.6 34 .2
Y em en_______________ _____ (*) (*) (*) (*) (*) (*) (*) (>) (*) (')

i N o t av ai la ble .
* Le ss th a n  $50,000.
So ur ce : U .S . D ep a rt m en t of  C om m er ce , U .S . cu st om s d a ta .

H IR IN G  AI D PE RSO N N EL

Mr. Passman. Wha t is the percentage fee tha t you pay to private 
organizations for recruiting and backstopping your contrac t tech­
nicians, based upon salary ? Also, what percentage of your recruit ing 
comes from tha t segment ?

Mr. Tennant. I think, Mr. Chairman, you want the average over­
head cost of the contracts.

Mr. P assman. Tha t is pa rt of what we want. If  you are going to 
hire 25,000 technicians, how many of them are  hired  by A ID and how 
many are hired by the outside firms ?

Mr. Gaud. We have contractors who are doing jobs for us.
Air. P assman. Yes, but you have people righ t in downtown Wash­

ington, who have a desk, telephone, and stenographer, to whom you 
are awarding lucrat ive contracts to recruit  technicians to send abroad. 
Is tha t correct ?

Mr. T ennant. I think  the  figure Mr. Gaud gave you this morning 
is tha t there were 614 of such technicians under contrac t in the fields.

Mr. Gaud. In  my region.
Mr. Passman. H ow many are employed direct ly by A ID and how 

many are employed by contractors ?
Mr. Tennant. In  the Near East region, 1,231, direct hire.
Mr. Passman. They are all direct hire ?
Mr. Tennant. Yes.
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CONTRACTOR OVERHEAD FEE

Mr. Passman. Of the direct hire, what is the average fee of the contrac t employers ?
Mr. Tennant. When we speak of direct hire, Air. Chairman, we 

are talk ing about AID employees hired under Government regulations.
Mr. Passman. I am ta lking about your contract  personnel.
Mr. Tennant. The 614 contrac t employees, hi red by various con­tractors.
Mr. P assman. By “cont ractor ,” we mean the consulting people who recrui t and backstop the technicians.
Mr. Tennant. When we employ a contractor , he does both back- 

stopping work and actual work in the field. He does the total job.
Mr. P assman. Does he do any plowing or digging ditches or cutting trees or building bridges ?
Mr. Gaud. Sure. He may.
Air. Tennant. If  it is tha t type of project; yes, sir.
Air. P assman. AVhat is the fee tha t you pay to them, as a percentage 

of the salaries, for employing the technicians? Air. Tennant,  you know what we want.
Mr. Tennant. On all of these contracts, we end up invariably— 

when I  say “all of these contracts,” there is a question of distinction 
between nonprofit and profit institutions, but when we are handling commercial contracts, we pay an overhead and a fee.

Air. Passman. That is what we want.
Air. Tennant. The overhead includes-----
Air. Passman. AVe know what overhead is. What percentage of 

the salary do you pay them for employing and backstopping these technicians ?
(Discussion off the record.)
Mr. P assman. Here  is what we found in Cameroon: The average 

estimate of $30,000 per man-year is based on the following factors :Air. F ord. Profit o r nonprofit?
Mr. Passman. The nonprofit in most instances cost more than the profit, so I stick with the profit organizations. Average salary, 

$12,000. Twenty-five percent post differential, $3,000. Contractor’s overhead and fee, 80 percent of average salary.
AVe are try ing  to find out what percentage of the $15,000, if you 

have a $15,000-a-year technician, do you pay as a fee to the contractor.
Mr. Gaud. I do not think we have that  informat ion here.
Mr. P assman. In  Cameroon i t is 80 percent, and I believe we were 

told tha t was about the average. Is tha t your understanding?
Air. Tennant. There was some conflict as to exactly what Air. 

Hutchinson said on that . I would have to refer  back to the record as 
to whether he said it was the average for the region. I know he 
said it was the estimate for tha t contract, but I am not sure about the average for the region.

Air. P assman. li e said this was the average, bu t it  could be higher. 
You have the r igh t of a subsequent audit. You can audit up as well 
as down.

Air. Tennant. You can audit either way.
Air. F ord. These are contracts  AID  makes with consulting firms 

tha t go to a country to perform advisory work or  to execute programs 
in those countries ?
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Mr. P assman. That is right . But you have to  get the technicians, 
for which the contractors are given an 80 percent overhead fee.

Mr. Miller. Mr. Chairman, I think the Cameroon project indi­
cated it was overhead and fee.

Mr. Passman. We always include the overhead, because it would 
be everything pertain ing to the employment.

COMPUTATION OF OVERHEAD FEE

Mr. F ord. It  would be very simple to come up with whatever for ­
mula they have. There must be a formula  used.

Mr. Passman. To see whether or not it is applicable all over the 
world, or whether a part icular region is high or low. All we want is 
to get your formula.

Mr. T ennant. In  connection wi th our overhead, Mr. Ford , we use 
the same regulations, the regulations  prescribed in the Armed Services 
Procurement Regulations as to what qualifies as overhead. Obviously, 
some contractors have higher overhead rates than others. I think 
the only question is tha t we have not averaged out fo r this  region what 
it would be.

Mr. F ord. I am familiar with the fact  th at in the Defense D epa rt­
ment, in gran ts and contracts for research and development pro­
grams they use various overhead rates. There is a grea t controversy 
at the present time, as you may or may not know, par ticu larly  as 
pertains to research and development grants  for universities. A flat 
limitation  of 20 percent has been imposed on universities and colleges 
for indirect costs and overhead in the grant area.

If  there is a difference in these cases from what I  have jus t dis­
cussed, we ought to have it on the record. The universities vary 
from 72 percent in the case of a gra nt to Princeton down to other 
colleges which run from 15 or 40 percent. This depends somewhat 
on thei r bookkeeping policies, but the Depar tment  of Defense felt 
there should be some uniformity , and it now has been established at 
20 percent.

Mr. P assman. So as to  pin down one p articula r case, w’e went to a 
firm downtown, domiciled in the Dist rict of Columbia. Do you 
recall ?

Mr. Tennant. Yes, sir.
Mr. Passman. These people recrui ted contract  technicians for the 

AID program. Do you recall tha t pa rt of it?
Mr. Tennant. Yes, sir.
Mr. P assman. The statement indicated tha t this  firm received a fee 

of 80 percent for doing the rec ruiting , bu t encompassed in the 80 per­
cent would be all of their overhead. I t could cover 40 different items 
of overhead. Is tha t correct ?

Mr. Tennant. Yes, sir.
Mr. P assman. The important po int is that  this  local firm, domiciled 

in Washington, received an 80-percent fee, based on salary. We want 
to find out w hether it is the same thing  in all of the  regions.

Mr. Miller. Mr. Chairman, the overhead fee applies, of course, to 
the entire  time that the employee is in the employ of the contractor, not 
just a t the time of recruitment.

Mr. P assman. The 80-percent fee applies for the entire duration 
tha t this  technician may be working fo r AID.  Is tha t correct ?
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Mr. Miller. While he is working for the contractor who is em­ployed by AID.
Mr. Passman. So, if this goes on for 5 or 6 or 7 years, then the. 80-percent fee applies for the entire time ?
Mr. Miller. Tha t is my understanding, subject to the aud it which Mr. Tennant suggested.
Mr. Passman. It  could be audited up or down.
Mr. Miller. That is correct, sir.
Mr. Ford. Do I understand if the man’s salary is $15,000 and he gets an allowance of another $3,000, which is $18,000, this recruiting  firm fo r the recru iting process gets 80 percent of his  salary, not only for the first year, but for  all subsequent years that tha t man is em­ployed ?
Mr. T ennant. The overhead is not solely the recrui ting process, as you know. Basically, we a re saying we hire an established construct­ing firm and they have certain elements of cost. Under the GAO decisions, you now make a contract with  a provisional ra te of overhead, provisional subject to audit.  The figure tha t we mentioned, 80 per­cent, was a provisional rate. One of the most convenient ways of allocating tha t overhead is to use some common denominator related to the salary cost. So when the auditors go in and review overhead on the man’s books, they disquali fy certain  items such as whisky, representation- type items which are not allowed under the Armed Services Procurement Regulation, and then they allocate the allow­able items of overhead to the contract as a percentage of the  business the man may be doing. I t includes light,  power, heat, the research the man is doing, p lus whatever  facilit ies he migh t use in his employ­ment i f he has to employ additional people in our pa rticu lar contract.Mr. Ford. Is there  a difference between the firm tha t recruits the individual and the firm tha t uses him ?
Mr. Tennant. No, sir.
Mr. F ord. Are they one and the same?
Mr. Tennant. One and the same.
Mr. P assman. You have a firm domiciled downtown, and they stay there on a permanent basis ?
Mr. Tennant. It  may be downtown or it may be in California.Mr. P assman. They employ the technicians?
Mr. T ennant. Yes; o r they may already be on the staff.
Mr. P assman. They recruit technicians  who are sent, le t us say, to. Iran. This  firm also sends a supervisor with them to see tha t this work is carr ied out in keeping with the contract. Is th at correct ?Mr. Tennant. Generally.
Mr. P assman. They get a fee of  80 percent based on the salary from the time the contract  becomes effective until the contract has been, terminated .
Mr. Tennant. Yes, sir.
Mr. P assman. Have I  put it  correctly in the record ?-Mr. Tennant. Yes.
Mr. P assman. Will you find out for  us whether or not the contract­ing firm gets an 80-percent fee on the s alary  of the men who go out to, supervise?
Mr. Tennant. Yes, sir.

87 948— 62— pt.  3----- 20
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(The information requested follows:)
Overhead and  F ee R ates on Aid Contracts

In the Near East and  south Asia region, of 13 represe ntat ive con tracts  in effect 
on May 31,1962, the averag e overhead  ra tes  w er e:

Provis ional
(percent)

Maximum
(percent)

Overhead salaries__________________________________________________ 61 67
Home-office salaries__ _____________________________________________ 67 74

Fixe d price, cons truct ion type  and  university con trac ts were not  includ ed in 
the  calc ulation of th e foregoing ave rage  rate s.

A tota l amount  of $615,275 was to be paid  under the 13 con trac ts for  fee (i.e., 
profit to the  companies) for  the  2,564 man-months of service due und er the con­
tracts . This  is an average fee of approximately $240 per  man-month. Since 
$12,000 is the  average ann ual  sala ry, the  percentage of fee to sal ary  is 24 p er­
cent. But, in addit ion to sala ry, the re is an oversea sal ary  diffe rential, gen­
era lly  about $3,000. There fore, the  percenta ge of fee to sal ary  plus differentia l 
is 19 percent.

FUNDS FOR EDUCATION

Mr. P assman. What amount have you budgeted for education in 
your  area?

Mr. Gaud. The total figure is $19,270,000, Mr. Chairman.
Mr. P assman. Mr. Gaud, that  is the gra nt pa rt alone, is it not?
Mr. Gaud. Tha t is gran t plus a small amount under suppo rting as- 

sistance, $180,000.
Mr. P assman. The rest of it would be gra nt ; would it not ?
Mr. Gaud. All g rant.
Mr. Passman. Unde r the legislation, you could make development 

credits  for  education, also, in these area s; could you not ?
Mr. Gaud. Development loans ?
Mr. Passman. I am going to call them credits. You have a righ t 

to call them loans. In  addition to  the  $19,270,000 in outr ight  g rants  
for  education, you do have development credits, which you call loans?

Mr. Gaud. I do not believe we have any for education.
Mr. Passman. Would educational projects qualify  under the de­

velopment credit section of the law ?
Mr. Gaud. It  is a question I have never examined, Mr. Chairman.
Mr. P assman. Let me address myself to Mr. Miller. Is it your 

understanding that the same countries tha t get the $19,270,000, in 
this area, as grants  for education, could also apply  for development 
credits  for the construction of  educational facil ities ?

Mr. Miller. It  is my unders tanding tha t development lending may 
be used, among other things, for construction of schools or other 
matters meeting the c riteria.

Mr. Passman. So the education pa rt of it is not limited to this 
$19,270,000 AID spigot?

Air. Gaud. It  is, in fact, in my area.
Mr. P assman. Limited?
Mr. Gaud. Yes, sir.
Mr. Passman. At the moment, but they may apply before you get 

your shower tonight. These people move fast.
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Mr. Gaud. That is what I mean by “in fact.” At the moment we 
have no development loans for education. Jud gin g by what Mr. 
Miller says, we might have, but we have not, in fact.

Mr. Passman. But at present, 1 still say tha t you are speaking  of 
only one sp igot when we are talk ing about the $19,270,000, and that  
is the grant  aid sector for your section.

Mr. Gaud. Th at is righ t.
Mr. Passman. If  other sp igots are available, they may avail them­

selves of those sources at some subsequent date.

USE OF FOREIGN CURRENCIES UND ER PUBLIC LAW 4 80

What amount of Public  Law 480 currencies do you plan to utilize 
in your area during fiscal 1963 ?

Mr. Tennant. The estimated obligation  for 1963 for the Near East 
for U.S.-owned foreign  currencies available  for country use is $170.8 
million.

Mr. P assman. Wha t did your  consultation come up with ?
Mr. Gaud. $170.8 million.

COUNTERPART FUND S

Mr. Ford. Would the chairman  yield? The question you just asked 
relates to one that I  wanted to inquire about. I have in my hand here 
the February 14, 1962, issue of “News From Turkey ,” volume XV, 
No. 7. It  says, “U.S. releases counterpart  funds total ing $122.2 
million.” Is this the same as what you were just discussing with the 
chairman ?

Mr. Tennant. No. I was refer ring  to U.S.-owned, and counterpart 
is in addition to what I  referred to.

Mr. Birnberg. Those funds  were genera ted by the supporting  as­
sistance par t of the program.

Mr. F ord. In  other words, this $122.2 million for Turkey is in addi­
tion to the $170 million-----

Mr. Gaud. Tha t is not Public Law 480 at all.
Mr. Tennant. That would be in addition . I t is par t in 1962 and 

part, in 1963.
Mr. Ford. This  is for 1962.
Mr. Tennant. The tota l coun terpa rt for 1963 is $82.9 million, which 

is in addition to the $170.8 million which I  mentioned earlier.
Mr. Ford. How much was released in this way for this area of the  

world in fiscal 1962 ?
Mr. B irnberg. That we would have to get for you, because agree­

ments to release coun terpart vary depending upon the budget year of 
the country concerned. Although they flow from the aid figures 
which you see in  the book, we could not easily derive it from them. 
We can check tha t for you.

Mr. F ord. I would like to have, country by country,  tha t which was 
released durin g our fiscal 1962. This would include, of course, the 
$122.2 million which is indicated here fo r Turkey.

Mr. T ennant. There are estimates in the  presentation  book, and I 
could summarize them for you, sir. The country-owned foreign cur­
rencies estimated release in 1962, $247.9 million.
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Mr. Ford. Near Eas t and South Asia? This  is the area we are 
talk ing about.

Mr. Gaud. T doubt your earlier $170 million figure. That does not 
sound right to me.

Mr. Ford. The $122.2 million is fo r Turkey.  I  am certa in there a re 
substantial amounts involved in India .

Mr. Gaud. And Pakistan.
Mr. Tennant. I  read the Near East figures.
Mr. Gaud. May we go back and correct tha t $170 million figure? 

It  should read $863.8 million.
(Off the record.)
Mr. F ord. Where in the  justification books are the counterpa rt u tili ­

zations shown, if anyplace ?
Mr. Tennant. That  would appear in volume V.
Mr. F ord. The brown book ?
Mr. Tennant. No, the blue book.
Mr. F ord. In  the figures which are  shown on pages 179 and 180 of 

the hrown hook, are anv of these released counterpart funds shown ?
Mr. Gaud. No, sir. They are not set forth by appropriation.
Mr. F ord. In other words, take Turkey,  In fiscal 1962, your total 

estimate, according to this book, on page 180, is $73,370,000. This  is 
for development loans, development grants, supporting  assistance.

Mr. Gaud. That is right.
Mr. F ord. We have released, according- to the February 14, 1962, 

“News From Turkey.” $122.2 million in addition.
Mr. Gaud. Of Turkish currency.
Mr. F ord. Of Turkish currency which was generated  by U.S. pro­

grams of one sort or another.
Mr. Gaud. For which the appropria tion was made earlier.
Mr. F ord. Tha t is right.  In  addition  to th at, were any o ther funds 

of one sort or another utilized in Turkey in fiscal 1962 ?

PUBLIC LAW 4 80 FUNDS, TURKEY

Mr. Gaud. There would be some Public Law 480 funds.
Mr. F ord. How much would that  have been in fiscal 1962 ?
Air. Gaud. I think  I  have a figure on tha t right here. I cannot 

give you the released figure, but $101 million worth of Turkish cur­
rency was generated in fiscal 1962 by Public Law 480.

Mr. F ord. So we have $73,370,000, and what was the  figure you just  
gave us ?

Mr. Gaud. $101 million.
Mr. F ord. And we have at least th is amount of $122.2 million.
Mr. Birnrero. I  think it rather important to distinguish between 

the in ternal bookkeeping, if I  may call it that , from the Turkish point 
of view, of the  releases, and the balance-of-payments aid shown here. 
It  is true the Turkish Government, as all other governments, an­
nounce the release as a release to their budget because it is important 
to their budget.

Mr. Ford. This  release says, and I am quoting:
Of the  total, $77 million will be used to support the sta te budget, $61 million 

for defense. $16.5 million fo r technical cooperation and other projects. In addi­
tion. $21 million will be allocated for the sta te ente rprise internal financing funds, 
$17 million for various private sector funds, $4.6 million for other technical
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cooperation projects, and $1.8 million for the general trust fund. Counterpart funds granted to Turkey since the U.S. aid program began in 1948 now tota l $420 million. Of this total, approximately $294 million has been allocated to national defense and the remaining $126 million to economic development projects.
In  the  past I  supported the program. However, I  w ant the record 

to show precisely how much is available out of our aid every year in 
every country. I think these figures shown in your book do not reflect 
what we are doing.

GE NE RA TIO N OF COU NTERP ART  FUNDS

Mr. Gaud. No. Our book is supposed to reflect in this respect what 
we are coming to you for an a pprop riation for. Most of the counter­
part was generated by the  $90 million of supporting assistance we gave 
them in 1961, some by the $58 million th at we gave them in fiscal year 
1962. There  is a dupl ication.

Mr. F ord. I apprec iate this, but it  seems to  me th at  there is some 
lack of full and complete information. Somewhere, sometime, I 
would like to see precisely how these figures can be reconciled. I have 
yet to find it in the 10 years  I have been sitting  on this committee.

AC CO UN TIN G FOR COUNTER PART FU ND S

Mr. Rhodes. Of course, this is an old argument. Wh at is counter­
part?  The people downtown have said for many years, that once 
you appropriate  the money, then whatever  we get back is gravy. The 
counterpart  is regarded as “funny” money. I have always felt, as 
the gentleman from Michigan expressed himself, that  really there 
should be more controls to the handling of counte rpart .

I am not accusing anybody of doing anything  wrong, either, but it 
jus t seems th at we have the wrong atti tude toward  counterpart. It  
represents a very small retu rn on the investment of  the American t ax­
payer in tangibles, but at least it is something I am not saying 
intangibly the taxpayer did not get his money’s worth. Perhaps he 
did. If  this is the tangib le retu rn, more care should be taken in accounting for it and handling it.

Mr. P assman. Would the gentleman yield ?
Mr. F ord. Surely.
Mr. P assman. Our distinguished chairman, Mr. Cannon, and the 

-distinguished minority leader, the former  cha irman, Mr. Taber, have 
never permi tted any member of the Committee on Appropria tions to 
use even the first do llar o f any local currency,  because it  is a peculiar 
fund  and a lot of accusations have been made. I  do not know any­
thing  about the accuracy of them. We have never touched it. I 
want, the record to show th at no member of the Committee on Appro­
pria tions that I know of has ever used one dime of the so-called 
counterpar t, or local currencies, in  these countries. We deal entirely 
with dollars. We do not get over into this, because both of these 
grea t men think of this as something for which there should be an accounting.

Mr. Gaud. I  think  this is an important question.
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CL ARIF IC ATI ON OF  C OUNTE RP ART  FUNDS

Mr. Birnberg, who has been with the program longer than I and 
has seen this  thing  from the field and Washington, would like to say 
a few words to help to try  to c lear up some of the confusion.

Mr. B irnberg. If  I may take the case of Turkey, I would like to 
say this, the figures we give you here in the books are obligation 
figures, as you know. We do not present yon with what  we call 
true  expenditure figures which would reflect the flow of the resources 
into Turkey arising  out of our aid of all sorts, Public  Law 480, or 
other.

The next stage in this would be, when the level of  our aid is an­
nounced to Turkey. At that point,  the mission in Turkey would 
discuss with the Turkish Government in some detail the proper size 
of the Turk ish internal government budget, giving  the amount o f 
aid tha t is contemplated to be flowing in, arising from old and new 
obligations. The release of local currency generated from old and 
curren t aid  would be an amount which both parties agreed would be 
both appropriate and desirable for the parti culars to which they are 
directed, and the activity they would generate.

The spli t between milit ary and economic is sometimes a purely 
budgetary technique, but in the  case of Turkey  there  is a specific effort 
to keep the military budge t at a certain level and the other budget 
at a certain level.

With regard to the  other funds  to which you re ferred, some of these 
are extra  budgetary  items and some of them are budgetary  items. By 
tha t I mean the state enterprises and others.

Our mission discusses these items either in par ticu lar or general 
with the Government of Turkey in this case, depending on the nature 
of the case. It  does not discuss the defense budget in particular. 
The MA AG does.

Setting that aside, looking at it  from the Turk ish Government point 
of view, the Turkish  Treasury would probably be especially interested 
in these release figures, while the Central Bank  would be especially 
interested in the aid figures, but they are both interested in both sides 
of the coin.

Mr. Ford. The poin t I make is, you look at the justification books 
and they do not reflect the  tru e extent of our aid in any 1 fiscal year.

Mr. Gaud. They reflect the foreign exchange aid, which is the only 
aid we provide.

Mr. F ord. To me thi s is not the right way fo r the  executive branch, 
and I  know this has been done this way for  years, to present the extent 
of our fiscal assistance to 100-plus nations  throughout  the country.

Mr. Gary. I want  to agree thoroughly with the gentleman; I think 
counterpart  funds  are money, although they are moneys of other 
countries, and th ey should be accounted for. I thought we had taken 
care of that  situation.

At the beginning, when we first set up this foreign aid program, 
we set it up on the basis of counterpart  funds. We would give the 
commodities to the government, or give them U.S. dollars, and they 
would buy American commodities and then they would sell them to 
the people for local currencies and that generated the counterpar t 
funds. A certain percentage  of such funds went into the foreign
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treasury and a certa in percentage of i t was turned  over to the U nited  States.
At that  time, the amounts were re latively small and no one though t 

a great deal about it. But when they began to accumulate, some of 
the people in Government got the idea we would never be able to get 
rid of all this coun terpart and therefore we might go ahead and spend 
it, and they did get very lax in spending these counterpart funds.

Fina lly, we adopted a law requiring all of these funds, which belong 
to the United States, to be paid into the U.S. Treasury, and to be taken out only upon the payment of dollars.

Air. Tennant. That is correct. The 5 or 10 percent put  into the 
U.S. Treasury can only be drawn on by put ting  up appropria ted dol­
lars, and for  any administra tive costs we incur where we use local currency, we buy tha t local currency.

Mr. Gary. You say the 5 or 10 percent is paid to the Treasury.  
That  is all that actually  belongs to the United States?

Mr. Tennant. Tha t is correct.
Air. Gary. All the U.S. holdings in foreign currency are paid into 

the U.S. Treasury and can only be gotten out of the Treasury by paying in dollars  ?
Mr. Tennant. That is correct.
Mr. Gary. Tha t does give complete control over the part of the cur­

rency that  is owned by the United States.
Mr. Passman. We are still only covering about 15 percent of the local currency, the counterpart ?
Mr. Tennant. Tn the range of about 15 or 20 percent.
Air. Passman. You have to get out into the other broad field of  

local currencies. This represents a very small par t. You have bil­
lions of dollars of local currency paid back under other legislation, 
such as the  origina l development loan plan, where they would repay in local currencies and those contracts-----

Air. Gaud. That goes into the Treasury under  the Development Loan F und Act.
Air. P assman. Development loans, if  repaid in local currency, with 

the exception of some small percentage, would be spent on projects 
in the country. You could not import anything  from tha t country. 
You could not buy something from an adjacent country and bring  
it out. You had to spend it back in tha t country  on projects mutually agreed upon between the two countries.

Mr. Tennant. Generally true.
Air. Passman. If  you make a loan to country  X out in the Fa r 

Eas t of $1 million, to  be repaid in local currency, th at is plowed back 
into the ir economy at some subsequent date through contracts  mu­
tually agreed upon by the two countries;  is that correct?

Air. Tennant. They may not be agreed upon. At  the present time they are being held.
Air. P assman. If  it is not agreed upon, it  is not spent.
Air. Tennant. AVe do not have the auth ority  to  spend those funds at the present time, sir.
On the Public  Law 480 side-----
Air. Passman. AVe are not going to get away from tha t so easily.Off the record.
(Discussion off the record.)
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Mr. Passman. We are going to plow this money back into the econ- 
'omy of the country at some subsequent date upon projects mutually 
agreed upon. I think the record is abundant ly clear on t ha t score.

We have made a lot of money today if you are willing to reduce 
your requests by what we have established you have available.

Mr. Gaud. This is local currency, not foreign exchange.
Mr. Passman. We are leaving that out.

LEVEL OF AID----ALL CATEGORIES— FOR FIS CAL TEAR 19 63 FOR NESA

You have planned, as we have established earlier, including Public 
Law 480, military assistance, and the  development grants , supporting 
assistance and development assistance, a total of $2,062,950,000 for 
fiscal year 1963. Those are the projected figures ?

Mr. Gaud. I will accept your arithmetic.
Mr. Passman. How about you, Mr. Tennant ?
Mr. Tennant. That is correct.
Mr. P assman. Gentlemen, in Mr. Gaud’s region, the Near Ea st and 

south Asia, you had development grants , $78,050,000; supporting as­
sistance, $100,100,000; development credits, $850 million, for a total 
of $1,028,150,000. However, when we move to this  spigot arrange­
ment, we star t picking up  out of  the other categories and find out th at 
under military assistance they have $422,900,000; Public Law 480, 
$611,900,000, for a total, not of $1,028 million, but just out of these 
five spigots alone, $2,062,950,000.

You agreed to supply for the record a sta tement of the amount of 
aid in the other categories, inte rnational organizations, international 
development and long-term industr ial loans under the  Export-Im port  
Bank.

Mr. Tennant. We will do our best on that.
Mr. Passman. Normally we would thin k in terms of having only 

$1,512,589,000 unliquidated to the credit of the gentleman’s area, 
but when we add just one of the other spigots alone, military, we find 
we have credited to this  area $2,165,179,000; is tha t correct, Mr. 
Tennant?

Mr. Tennant. That is correct, sir.
Mr. P assman. But  now we are going to  pick up the other spigots, 

and there are about 14, w’hen you get them all. You are going to give 
us the total projected, and the to tal unliquidated; is tha t your  under­
standing?

Mr. Tennant. Yes.
Mr. Passman. Th at jus t gives you an idea.
Are there any more general questions before we get to the  individ­

ual countries ?
EDUCATION  PROGRAM FOR NESA

Nfr. Alexander. I s there any money in your sector for school 
buildings?

Mr. Gaud. A little, yes.
Mr. Alexander. How much ?
Mr. Gaud. I can break it out of the educational figure and submit 

it later.
Mr. Alexander. Would you submit all the educational programs 

for the record, broken down into component parts  ?
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Mr. B irnberg. Technicians and commodities, and so fo rth ; is th at  what you mean ?
Mr. A lexander. Or whether it is to colleges, or  buildings,  or stu­dents that are coming to the United Sta tes, or to some othe r country ?Mr. Birnberg. Yes.
(The informat ion follows:)

Educational Review, NESA

1. Afghan istan
(a)  Fiscal y ear  1962 pr oj ec ts :

(1) Kabul U nive rsity development_______________________ $1,751 ,000(2) Vocationa l educat ion____________________ _________  546,,000(3) Educational fac ilit ies_____________________________  363,000(4) Minis try of Educat ion  Audiovisua l Cent er____________  155,000
To tal __________________________________________ 2, 815, 000

(&) Fisc al year 1963 pro ject s:
(1 ) Kabu l Univer sity  development______________________ 1, 490, 000(2) Public school educat ion____________________________ 1,771,000(3) Vocationa l ed uca tion______________________________  481,000(4) Educa tion al fa cil ities_____________________________  1,930,000

To tal ----------------------------------------------------------------  5, 672, 000
The  cu rre nt  edu cat ional pro jec ts in Afg hanistan ar e designed to accomplish two prin cipal obje ctives: (1) Prov ide the  necessa ry phy sical pla nt from  the primary through the  univ ers ity  l ev el ; and  (2) to extend  a nd  improve the  qu ali ty of educ ation  in Afg han istan both in respect to vocatio nal  tra in ing and  within  the  formal educationa l org anizat ion  und er the  Minis try  of Educatio n. Ass ist­ance to the  Afgha nis tan  education sector will amoun t to ap pr ox im ately--------of the  development gran ts to Afg han istan in fiscal ye ar  1963. The  increase  in gran t funds for  f iscal year 1963 over fiscal y ear  1962 res ul ted from a sub stan­tia l in cre ase  in planned constru ctio n of public and  un ive rsi ty school faci lities .

2. Ceylon
(a)  Fiscal  year  1962 projects :

(1 ) Lab or  educa tion--------------------------------------------------------------- $50,000(2) Health  education____________________________________  84,000(3) Science edu cat ion____________________________________  38,000(4) Management tra in ing________________________________  88, 000
To tal --------------------------------------------------------------------- 260,000

(&) Fis cal  ye ar 1963 pr oj ec ts :
(1) Labor education_____________________________________  63,000(2) Health education____________________________________  io ’000(3) Science education___________________________________  55, 000(4) Management  tra in ing________________________________  90,’000

To tal -------------------------------------------------------------------- 218, 000
The ed ucational projects  in Ceylon have been designed to prov ide a sub stantial increase d in worker productivity , health services, and  effective managem ent thro ugh  the  widespread use of vocation al and  on-the-job tra in ing projects. Assi stanc e to the  educ ational sector represent s app roxima tely  --------  of thetotal  U.S. development gran t ass ista nce  to Ceylon for  fiscal year 1963.
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3. Cyprus
None for fiscal year 1962 or 1963 in the educational sector.

4. Greece
(a) Fiscal year 1962pro ject: (1) Vocational education, $38,000.
(b) Fiscal year 1963 project s: None.
The vocational education projects in fiscal year 1962 was terminated at the 

close of the fiscal year. It  involved rendering  advice and assistance to the 
Ministry of Education in its efforts to establish a nationwide vocational training
program. In fiscal year 1962 this project amounted to approximately --------
of the development grant  assis tance provided Greece in fiscal year 1962.

5. India
(a) Fiscal year 1962 projects :

(1) Secondary education_____________________________  $210,000
(2) Indian  Inst itute  of Technology, Kanpur------------------  1,906,000
(3) Professional education____________________________  180,000

Total________________________________________  2,296,000

<( b) Fiscal year 1963 projects :
(1) Professional education------------------------------------------  420,000
(2) Secondary education_____________________________ 300,000
(3) Indian  Institute of Technology, K anpur--------------------- 1, 800, 000
(4) Public administration  training _____________________ 33, 000

Total________________________________________  2, 553, 000
The educational projects in India  both for fiscal years 1962 and 1963 were 

directed principally toward expanding Ind ia’s professional train ing facilities. 
This would permit India to turn out a grea ter number of physicians, engineers, 
and teachers and thus fill this critical  need for professional people in the Indian
economy. The educational projects represented approximately -------- of
the projected development grant assistance to India  in fiscal year 1963. It 
will he noted tha t a substantial portion of these grant funds are  to be u tilized 
for classroom and laboratory facili ties at the Indian Ins titu te of Technology
at Kanpur.

6. Iran
(a) Fiscal year 1962 projects:

(1) Armed forces vocational train ing------------------- .----------- $26,000
(2) Vocational training________________________________  99,000
(3) General education-------------------------------------------------- 202, 000
(4) National education planning and research----------- ,--------- 4, 000

Total__________________________________________ 331,000

(6) Fiscal year 1963 projec ts:
(1) Vocational training________________________________  230,000
(2) General education_________________________________  175,000
(3) Development of Pahlavi University__________________  300,000
(4) Development of instruc tional mater ials________________ 119,000
(5) Armed forces vocational training_____________________ 79,000
(6) National education planning and research______________ 61, 000

Total_________________________________________  964, 000
The educational projects in Iran both for fiscal years  1962 and 1963 have 

been oriented toward providing a broad basis of ass istance to the entire  I ran ian  
educational effort. This has involved such widely separated efforts as assisting 
the Ministry of Education in policy planning, teacher training, and curriculum 
development of vocational programs in the armed forces. The Iran ian educa­
tional  projects represent approximately -------- of our projected development
gran ts to Iran  in fiscal year 1963. It  will be observed th at the increase in grants 
in fiscal year 1963 over 1962 largely resulted from plans for a substantial con­
struct ion program at Pahlavi University and for services and commodities for 
the instructional materia ls program.
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7. Iraq
(a ) Fiscal yea r 1962 pro jec ts:  (1) Pa rti cip an t tra ining  pro jec ts____ $799, (MX)

( b ) Fiscal ye ar 1963 pro jects:
(1) Univers ity of Baghdad----------------------------------------------  175,000
(2) Pa rti cipa nt  tra ini ng  pro jec ts_________________________ 775, 000

Total_____________________________________________  950,000
The educationa l pro jec ts in Ira q for  fiscal yea r 1962 were ent irely devoted 

to particip ant training. This pa rti cip an t tra ining involved a number of disci­
plines such as indu str ial  power, transp ortation, Government management , and 
public saf ety ; and in the past 3 years 200 Ira qis  have received this special ized 
tra ining  in the United States.  The fiscal yea r 1962 projects involved 100 per­
cent of our development gran ts to Iraq. Similarly , in fiscal yea r 1963 most of 
the  gra nts  are to be used  for particip an t tra ini ng  altho ugh a limited amount 
will be utiliz ed for  contract  services to develop a bet ter  curr iculum at  the  Uni­
vers ity of Baghdad. In fiscal year 1963 ap prox im ate ly-------- of o ur total  devel­
opment  g ran ts for  Ira q wil l be utili zed  in the  educationa l sector.

8. Israel
(а) Fiscal year 1962 proje cts : (1) Teacher tra ini ng  in vocationa l educa­

tion, $3,060.
(б) Fiscal year 1963 pr oj ec ts : None.
In  fiscal year 1962, $3,000 in development grants , or less than  1 perc ent of 

our  development gran ts to Isr ae l in fiscal year 1962. The  project was term i­
nated  at  the  end of fisca l year 1962.

9. Jordan
(a ) Fiscal year 1962 p rojec ts:

(1) Human resources development_______________________$000, 000
(2) Arab Development Society_________________________  75,000

Tot al ______________________________________________  675, 000

< 6) Fiscal  ye ar 1963 p ro ject s:
(1) Human resources development_______________________  609, 04)0
(2) Agricultura l college________________________________  250,000
(3) Arab Development Society_________________________  75,000

Tot al ______________________________________________  994, 000
The development gran ts for the Jordan ian  educ ational secto r for  fiscal year 

1963 rep resent  approxima tely  --------  of our  to ta l development gra nts  ass ist­
ance  to Jordan  for fiscal year 1963. It  will be observed  th at  the  increase  over 
fiscal year 1962 is due to those  fun ds allocated for  the  development of a sui t­
able  cur ricu lum  for  the  Khadoorie Agricultura l College.
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10. Nepal
(a)  Fiscal year 1962 projects :

(1) Pri ma ry education_________________________________$28,000
(2) Secondary education_______________________________  89, 000
(3) Higher educ ation __________________________________ 25,000
(4) Adult  educ ation ___________________________________ 8,000
(5) Educational ma ter ials_____________________________  67,000
(6) Agricu ltural extens ion and tra ini ng -----------------------------  130,000
(7) Agricu ltural engineering-------------------------------------------  23,000
(8) Industr ial  premanagemen t tra in ing---------------------------- 37,000
(9) Hea lth educ ation__________________________________  27, 000

(10) Nursing  educ ation _________________________________  39, 000
To tal___________________________________________  473, 000

(6) Fiscal yea r 1963 proje cts :
(1) Agricu ltural extens ion and tra in ing-----------------------------  137,000
(2) Agricu ltural engineering___________________________  25,000
(3) Indu str ia l premanagemen t----------------------------------------- 6,000
(4) Health  educ ation __________________________________  41,000
(5) Nursing  tra ining___________________________________ 56, 000
(6) Pr imary  educ ation _________________________________  35, 0(H)
(7) Secondary educ ation _______________________________  70,000
(8) Higher  education__________________________________  62,000
(9) Adul t education____________________________________ 19. 000

(10) Education mate ria ls------------------------------------------------ 90,000
(11) Library__________________________________________  5,000

To tal ____________________________________________ 546,000
The broad  objectives of the  Nepalese educationa l effort, which  we are sup­port ing with development  gra nts  is to exte nd the  prim ary and secondary  edu­cationa l fac ilit ies  to provide  as many Nepalese with a forma l education  as is 

feas ible within  thi s level of assis tance. At the  same time, a concerted effort is being made to bring vocational tra ini ng  to the  Nepalese  farm families to in­
crease prod uctivity  and to improve  health tra ini ng  and to develop an engineer­ing and ind ust ria l management  cadre. Our  fiscal year 1963 development grants  
in the  education al sector represent  approxim ately --------  of our  to ta l develop­ment gran t program in Nepal.

11. Pakis tan
(a) Fiscal  year 1962 pro jects:

(1) Intercollege  exchange___________________________ $1,165,069
(2) Teacher tra ining inst itu te________________________ 525,000
(3) Atomic energy research and development___________  122,000
(4) Business a dm inistration__________________________  379,000
(5) Skilled labo r tra ini ng___________________________  100, 000

T ota l________________________________________  2,292, 000
(6) Fis cal yea r 1963 projec ts:

(1) Intercollege exchange_____________________________ $1,339,000
(2) Teacher tra ining insti tu tes_______________________ 655,000
(3) Atomic energy re search  and development____________ 120, 000
(4) Business a dm inistration___________________________ 483,000
(5) Skilled labor tra in ing___________________________  200,000

T ota l________________________________________  2,797, 000
Pa ki stan ’s second 5-year plan calls  f or signif icant  improvements in education.  

If  the  fac iliti es of exist ing universities are  prop erly  developed  and expanded, 
they can produce many more qualified professional men and women in the ar ts  
and  sciences. Thus, one of the principa l objectives of gr an t programs  is to 
assis t the development of Pakis tan i universities and  agricult ura l schools, to 
expand  the ir cur ricu la in the  fields of agr iculture, engineering,  and business 
adminis tra tion so th at  an adequa te number of studen ts may be tra ined in the
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above professions. In addition, we are train ing a number of part icipants in the atomic energy field in the United States. The development grant for  theeducational sector in Pakistan represents approximately -------- of our totaldevelopment grants to Pakistan for fiscal year 1963.
12. Syria

(а)  Fiscal yea r 1962 pro jec ts: None.
(б) Fiscal year 1963 pro jec ts: None.

IS. Turkey
(a ) Fiscal year 1962 projects  :

(1) Literacy train ing and adul t education_____________  $14,060(2) Teacher  education_____________________________  108,000(3) School design and construction___________________  4,000(4) Vocational and trade  schools____________________ 203,000(5) Technical and vocational education_______________  120,000(6) Commercial training insti tutions_________________  31, 000(7) Education services_____________________________ 60,000(8) Research, measurement, and stat istic al services______ 76,000(9) Audiovisual education__________________________  76,000(10) Educat ional materials development______________ 59,000
Tota l________________________________________  751,000

(&) Fiscal year  1963 projects:
(1) Teacher education______________________________ 123,000(2) Vocational and trade  schools_____________________  185,000(3) Technical and vocational education_______________  165,000(4) Commercial training insti tute____________________  260,000(5) Research, measurement, and stat istical services_____ 110,000(6) Literacy training  and adul t education____________  26,000(7) School design and construction__________________  18,000(S) Education services_____________________________  45,000(9) Audiovisual education_________________________  80,000(10) Education mater ials development________________  86,000(11) Radio for education____________________________  60,000

Total ------------------------------------------------------------- 1,158, 000
As is evidenced from the number of educational projects, the Turkish  Govern­ment is undertak ing a massive educat ional effort both in fo rmal and vocational education. Our financial assistance through development gran ts will enable the Turkish Government to obtain the necessary technical and teaching services, textbooks, laboratory equipment, and other educational media to carry out its overall educational program. Our development g rant assistance to the Turkisheducational sector represents approximately  -------- of our total developmentgran ts to Turkey for  fiscal year 1963.

14- United Arab Republic 
(a) Fiscal year 1962 project s: None.
(&) Fiscal year 1963 pro jec ts: (1) Special partic ipant program_____$145,000

The goal of this project is to provide gra nts for approximately 100 United Arab Republic Government officials and employees in private indus try to pursue post­graduate studies in the United States. This development grant represents ap­proximately --------of the total development grants  for the United Arab Republicin fiscal year 1963.

15. Yemen
(a) Fiscal year 1962 projects : (1) Scholarships__________________ $115,000(ft) Fiscal year 1963 pr ojects : (1) Educational activ ity____________  180,000

The objective of this project is to give 45 Yemeni students college training a t the National  College in Lebanon. An effort is thus being made to develop a
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nucleus of college-trained lead ersh ip for  Yemen which, at  present, does not
exist.  This development gran t represents approximately  --------  of the  tota l
development  grants  for  Yemen in fiscal yea r 1963.

16. Cento

(a ) Fiscal ye ar 1962 projects : None.
(b) Fisca l yea r 1963 projects : None.

17. Regional
(a) Fisca l ye ar 1962 projects :

(1) AUB con tract-------------------------
(2) Regional AUB tra ini ng ------------
(3) Regional tra ining office-------------

$1, 886, 000 
900, 000 
68, 000

Total 2, 854, 000

(6) Fiscal  year  1963 pro jects:
(1) AUB_____________________________________________ 3,028,000
(2) Regional tra ining office____________________________  65, 000

Total___________________________________________  3,093,000
The objectives of the AUB project, the principa l rec ipient of gr an t funds,  are  

to ass ist  each of the cooperating  countrie s in the  NESA. are a to develop tra ine d 
technicia ns who will ass ist  the cooperatin g governments to move more rap idly  
and effectively toward the ir economic and social goals. The  development g ran ts
for the  regional educa tion sector  represent s approximate ly --------  of the  total
development grants  for  regional ass ista nce  in fiscal year 1963.

NA TIO NS RECEIVIN G AID IN  NEAR EA ST-SO UT H ASIA

Mr. Passman. I believe we should restate  for the record one more 
time for your area how many nations there are.

Mr. Gaud. Eighteen, and two have no aid programs for  1963, so 
there are 16.

Mr. Passman. So, you still have aid in the pipelines?
Air. Gaud. There is milita ry assistance to Saudi Arabia .
Air. P assman. In your area, comprising 18 nations, whether they do 

or do not get aid, out of the gran t aid section alone for education, 
you have $19,270,000; is tha t correct?

Mr. Birnberg. Tha t is true.
Air. Passman. AVe established earlier tha t all of these nations in 

your area, if you have an aid program, are also eligible fo r any devel­
opment credits out of other spigots, if they should apply ?

Mr. Birnberg. T ha t is true.
Air. Gary. Mr. Chairman, off the record.
(Off the record.)

FOREIGN CUR REN CY AVAILABLE FOR AID PROGRAM IN  FISCAL YEA R 1963

Mr. Passman. In  prio r years we may have neglected to ask the 
witnesses to place in the record, and make availab le to the committee, 
the amount of currencies of the recipient  countries tha t would like­
wise be available for the program.

I would like to make th at request now. This  will refer to all the 
countries. We have been deal ing with dollars along the way, but  in 
practically all of the countries where we have some type of an aid pro­
gram, you do have what we refer to as local currencies, currencies of



that country tha t may be spent for  certain  expenditures in connection- 
with the aid pr ogr am; is tha t correct?

Mr. Tennant. Tha t is correct.
Mr. Passman. Would you be able to give it to us by nations? I 

would assume it would be to your advantage to list it bv nation.
Mr. T ennant. These figures are in the bocks by na tion.
Mr. P assman. Pu t it in total, as well as by nation.
Mr. Gaud. To make sure I unders tand, you are not talk ing about 

the money available for U.S. u ses; you mean money available for the 
countries’ use.

Mr. Passman. The amount  of local currency.
You have two types of accumulations of local currency; is tha t correct ?
Mr. Gaud. That is true.
Mr. Passman. It  is sometimes complicated.
Mr. Tennant, will you put  together for us the total amount of all 

foreign currencies tha t will be available for  the foreign aid program 
for fiscal yea r 1963, foreign currencies we present ly own tha t will be 
available for expenditure on a worldwide basis? Will you do that?

(The information  follow s:)
Est ima ted U.S .-ow ned co untry-use  fore ign currenc ies available fo r obligation in  fiscal' 

year 1963
[In mi llio ns  of doll ars  eq uiva lent ]

Re gion /co un try

Far Eas t,  to ta l

B urm a_____
C am bod ia .. .
C hi na______
In do ne sia___
Japan______
Kor ea ______
Phil ip pin es ..  
V ie tn am ____

N ea r Eas t,  to ta l____

Gree ce____ ______
Ir an .............. . ..........
Is rael____________
Sy ria n Arab Re­

pu bl ic ...................
T urk ey ........ ............
Uni te d Arab Re ­

pu bl ic ...................

So uth As ia,  to ta l___

Cey lo n__________
In d ia ____________
Pakis ta n_________

Eu ro pe , to ta l . ............

F in la n d .. ................
Ge rm an y,  Fe de ral  

R ep ublic______

Est i­
m at ed  
un ob li­
ga ted 

deposits, 
Ju ne  30,

1962

E sti ­
m at ed

deposit s,
fiscal
ye ar
1963

To ta l

60.4 177.0 237.4

17.4 8.0 25.4
. 8 . 8

19.7 36.5 56.2
17.0 44.0 61.0

. 4 . 4
1.8 48.2 50.0

14 4 14 4
4.1 25.1 29.2

93.1 207.7 300.8

3.6 7.1 10.7
1.6 8.4 10.0

13.5 32.3 45.8

10.1 7.8 17.9
25.7 48.6 74.3

38.6 103.5 142.1

518.8 696.8 1,215 .6

6.1 2.9 9.0
394.6 511.0 905. 6
118. 1 182.9 301.0

33 0 101.1 134. 1

1.7 1.7

7.0 7.0

Re gion /co un try

Eu ro pe , to ta l—Con.
Icel an d__________
I ta ly . .. . ...................
S p a in .. ................
Y ugosl av ia .............

Afr ica,  t o t a l . . . ..........

Congo , R ep ub lic  of 
the _........ ...........,

E th io p ia .. ...............
Guine a__________
K enya___________
Mo roc co_________
Sen ega l____ ______
Sie rra  Le one______
Sud an ..... ..................
Tuni si a__________

La tin  A me rica, to ta l.

B o li v ia .. ......... .
Braz il........................
Chi le ........ ................
C olo m bi a. ._______
Ecu ad or _________
Pa ra gu ay ..................
P eru ____ ________
U ru g u a y .. .. ______

Grand  to ta l_____

Est i­
m at ed  
un ob li­
ga ted  

deposit s, 
Ju ne  30,

1962

0.2  
5.1 
9.0  

10.0

6.5

3.0

1.5
2.0

35.0

2.5
10.4
6.0
7.7
.3

4.1
1.1
2.6

746.8

Est i­
mated

dep osi ts,
fiscal
ye ar
1963

Tot al

.4
26.0
74.7

50.4

18.0
.9

5.0
.7

12.0
3.3
.5

3.0
7.0

125.2

6.2
85.0
8.2

16.7
1.3

2.3
5.5

1,358.2

0.2
5.5

35.0
84.7

56.9

18.0
.9

5.0
.7

15. 0‘
3.3
.5

4.5
9.0-

160.2

8.7-
95.4 
14.2
24.4 

1.6. 
4. 1 
3.4 
8.1

2,105 .0>

N ot e.—Detai ls m ay  not nec ess ari ly a dd  to to ta ls  due to  rounding ,.

Mr. Tennant. Yes, I will do that.
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Afghanistan

PROGRAM FOR FISCAL YEAR 1962

Mr. Passman. For Afgh anis tan in 1962, you had a program of $16.7 
million. Is that correct ?

Mr. Gaud. The actual figure for fiscal year 1962, Mr. Chairman, 
was $38,537,000.

Mr. P assman. Under mutual security alone. Tha t encompasses the 
gra nt as well as development credits ?

Mr. Gaud. Yes.
Mr. Passman. It  does not include the military  ?
Mr. Gaud. No, sir.
Mr. Passman. But you did have a milit ary program for Afg han i­

stan in fiscal year 1962 ?
Mr. Gaud. I do not think so.
Mr. Tennant. Tha t mili tary  presentation books show a --------

program.
Mr. Passman. Wha t amount did you have unliquidated  to the credit 

of Afghanistan ?
Mr. Tennant. At the end of June,  unliquida ted, all economic aid 

programs, $40,728,000.
Mr. Passman. Let us not get away from the milita ry.
Your books show what you have in the pipeline to the credit of 

Afghanistan for  the military ?
Mr. Tennant. No, sir.
Mr. P assman. You did have a new request for -------- in fiscal

year 1962?
Mr. Tennant. For  the military ?
Mr. P assman. Yes.
Mr. Tennant. It  was-------- .
Mr. P assman. Then in the little  “kit ty” that  Mr. Rhodes brought 

to my attention that we have been missing, you have --------?
Mr. T ennant. Unliquidated.
Mr. P assman. --------to the cred it of Afghanistan for the military ,

unliquidated ?
Mr. Tennant. That is correct.

SOVIETS SUPPLY AFGHANISTAN W ITH MILITARY EQUIPMENT

Mr. P assman. I read in the pape r that  all of the military equip­
ment in Afghan istan was Russian made.

Mr. Gaud. I cannot vouch for  the “enti rety,” but they get a grea t 
deal of mil itary  assistance from the Soviets.

Mr. P assman. This article said all of the m ilitary equipment came 
from Russia.

What  disposition are you going to make of th e --------credit, or
should I address tha t question to  the mili tary  people?

Mr. Gaud. Tha t would be my recommendation.

UNLIQUIDATED BALANCES

Mr. Passman. What amount do you have unliquidated in the eco­
nomic field for  Afghanistan? ?

Mr. Tennant. $40,728,000, estimated June 30, 1962.
Mr. Passman. What is your estimate for  fiscal year 1963 ?
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Mr. Gaud. For the  program  ?
Mr. Passman. Yes, sir.
Mr. Gaud. --------, of new money, sir.
Mr. Passman. Then you have on hand a --------pipeline, percent­

agewise and dollarwise, as compared to  the 1963 level you plan?
Mr. Gaud. That is the  relationship of the two figures, yes.
Mr. Passman. The justifications seem to indicate our aid program 

to this country is geared to offering an alternative to Soviet bloc a id ; 
is that correct ?

Mr. Gaud. Yes, sir.

BORDER DISPUTE BETWEEN AFGHANISTAN AND PAKISTAN

Mr. Passman. Las t year I believe there was a border dispute  be­
tween Afghanis tan and Pakistan .

Mr. Gaud. Yes, there was.
Mr. Passman. What additional cost to  the AID  program was in­

curred as a resul t of tha t dispute?
Mr. Gaud. I have not any figure th at I can give you on that , Mr. 

Chairman.
Mr. Passman. There is an amount, though  ?
Mr. Gaud. Relatively small.
Mr. Passman. If  there  was a program, small or large, you do not 

know the figure. Will you get it for us ?
Mr. Gaud. May I expand my answer ?
Mr. P assman. Certainly .
Mr. Gaud. The border  was closed a t the end of August 1961, and 

as a result of tha t the goods we had for  Afghanistan did not get in 
there fo r some time.

On January 29, the border was reopened. We made no effort to get 
any supplies in by any other  route in these few months. At the end 
of January, the border  was reopened, and it stayed open for a period 
of 8 weeks. During tha t 8-week period we got across the border 
in Afghanistan rougldy 26,000 tons of goods which were in Pakistan . 
We cleaned up everyth ing there was in Paki stan , and when the gate 
was dropped again, you might say, everything  we had had in Pakis tan 
headed for  Afghanistan  was there.

Now, there were no additional costs incurred up to  that time, and I 
am talking now about the end of March. Since March, we have 
agreed with the Afghans to run some pilot shipments over the I ranian 
route to test the feasibil ity of t ha t route. Those shipments have not 
yet been made. We do not yet know wha t the results will be. Tha t is 
why I say I cannot tell you what additional costs, if any, have been 
incurred as a result of the border closing.

Mr. P assman. We are dealing with two AID recipien t countries?
Mr. Gaud. We are.
Mr. P assman. When you held up all the shipments, and had to hold 

them up in Pakistan, who stored them free for you, and who protected 
them during thei r stay there ?

Mr. Gaud. Happily, they were stored at a time of the year, and in 
a climate and country where there is no rain at tha t time of the year, 
and I  do not believe the storage costs us anything.

Mr. P assman. Any supervision ?
Mr. Gaud. Yes.

87948—62—pt. 3---- 21
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Mr. P assman. There must have been some cost, as you stated earlier, 
so find out the amount of the costs.

Mr. Gaud. I can try.
Mr. Passman. There are two recipient countries getting  aid. Pak is­

tan  would not let you take the aid over into Afghan istan ?
Mr. Gaud. I would like to add another possible item, and again 

we do not have figures on this and they are not available at the 
present time, but the performance  of some of our contracts  was de­
layed, and I dare say some of the contractors will be coming around 
and are going to claim damages on us, but we do not have the in­
formation yet.

Mr. Passman. Pakistan, one of the largest recipients of foreign  aid, 
held up substan tial shipments to Afghanistan at the border, another 
aid-recip ient country. At least tha t pa rt is correct, is it not?

Mr. Gaud. 1 would be afraid  to say that  is correct.
The Pakistanis took the position, righ tfully or wrongfully, tha t 

they would let the Afghans take the stuff over the border, and their  
position was t ha t if the Afghans had walked across the  border they 
could have had the goods.

Mr. Passman. You did not attempt  to deliver whatever you had 
for Afghanistan afte r the curta in was dropped ? Y'ou held it until 
the border was opened ?

Mr. Gaud. We could only have delivered them by force of arms.
Mr. P assman. Force of arms against Pakistan?
Mr. Tennant. It  was a closed border.
Mr. Passman. I am not tryin g to get in a debate.
Mr. Gaud. 1 am trying  to bring out facts.
Mr. Passman. There were two aid-recipient countries, Pakis tan 

and Afghanistan , and we had certain supplies destined for  Afghanis­
tan tha t were held up at the border of Pakistan because there was a 
feud between the two countries ?

Mr. Gaud. We could not get them in there.
Mr. Passman. You could have done so i f there had not been the 

dispute ?
Mr. Gaud. Absolutely. This  was one of the regional disputes Mr. 

Talbot  was talking about yesterday.
Mr. Passman. And you do not know whether it was food or medi­

cine, the shipments you held up? You do not know of what they 
consisted ?

Mr. Gaud. Of course we do. They were supplies to carry out our 
aid projects, and in some cases it was machinery, equipment, w’heat, 
all kinds of different things.

Mr. Passman. Pharmaceutical supplies, perhaps?
Mr. Gaud. Tha t I doubt.

T EC H N IC A N  COS TS IN  A FG H A N IS TA N

Mr. Passman. What was the average cost per U.S. technician in 
fiscal 1962?

Mr. Gaud. In  my region ?
Mr. Passman. Yres. Since we are dealing with Afghanistan , let us 

consider the cost in that country.
Mr. Gaud. The average cost of a technician in Afghanistan ?
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Mr. Passman. Yes, in fiscal year 1962.
Mr. Gaud. We have it for 1963.
Mr. Passman. We want the information for  1962.
Mr. Gaud. Ju st a moment and I think  we can calculate it ; rough­

ly $23,500.
Mr. Passman. Fo r a technician ?
Mr. Gaud. Yes.
Mr. Passman. What  amount do you propose to fund for tech­

nicians in 1963, per technician ?
Mr. Gaud. It  is $4,874,000.

INCREA SED  TE CHNIC IA N COSTS

Mr. Passman. How much per technician ?
Mr. Birnberg. About $29,500 pe r technician, but tha t is caused by 

a rather difficult mat ter of estimating the proper funding of the 
Corps of Engineers in one project. The Corps of Engineers’ people 
show a range  of numbers. We do not  know the exact number, and 
the estimate of fund ing reflects this range.

Mr. Passman. You are taking the high figure for one project 
and project ing the average increase to be $6,000 per technician 
across the board in fiscal 1963.

Mr. Birnberg. Tha t is true , sir, but outside the Corps of Engineers 
the average is still what it was before, very close to the $23,000 
figure.

Mr. Passman. You gave us an average increase of $6,000 ?
Mr. Birnberg. Tha t is correct.
Mr. P assman. Which means in some instances it  may be double that 

amount?
Mr. Birnberg. No, sir.
Mr. Passman. We are going to ask you again for  the average.
Mr. Birnberg. The average has gone up to $29,500.
Mr. Passman. Then, tha t is $6,000 per technician higher than a 

technician cost in fiscal year 1962.
Wh at you are actually doing is using the high  figure; is that  

correct ?
Mr. Birnberg. No, sir. We are using the high  figure on the esti­

mated cost. We are  using a range on the number of technicians. It  
tends, therefore , to raise the average.

Mr. P assman. You are using the  same type  of technicians for fiscal 
year 1963 that you had in 1962 ?

Mr. Birnberg. Th at is correct.
Mr. P assman. If  you go across the board, the  cost is $6,000 per tech­

nician more than in 1962 ?
Mr. Birnberg. That is correct, sir.
If  I may explain. Only because the number of Corps  of Engineers 

personnel in 1963 is estimated much higher, and the range is so 
grea t-----

budget for technicians

Mr. P assman. How much money have you budgeted for technicians 
for Afghanistan  ?

Mr. Gaud. $4,874,000.
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Mr. Passman. How much money do you have budgeted for thir d 
country technicians for fiscal year 1963 in Afghanistan ?

Mr. Gaud. I do not think we have a breakout of th at here.
Mr. P assman. You have some employees in that  category ?
Mr. Birnberg. Yes. We have a certain number of Phil ippine na­

tionals  and others under the direct hire.
Mr. Gaud. They are not technicians, but they would show up as 

direct hire.
Mr. P assman. You do have th ird  count ry technicians coming in?
Mr. Birnberg. Tha t is righ t, sir.
Mr. Passman. Would it be because we have run out of technicians 

over here th at you require the skills of  more trained technicians?
Mr. Gaud. No, sir; i t is not.
In Afghan istan, you have a very tough problem in terms of getting 

locals who can do jobs tha t locals can do in most countries, and we 
bring  in Indians and Filipinos and it is cheaper than bring ing in 
Americans.

Mr. P assman. The cost per technician, with this  new program, is 
$6,000 per technician higher?

Mr. Gaud. Tha t is correct.

OBL IGATIONS FOR H EL M AND VALLE Y PRO JECT

Mr. Passman. How much money has been obligated to date for 
the Helmand Valley project,?

Mr. Gaud. We have obligated a total of $4,845,000.
Mr. Ford. During what time  period ?
Mr. Gaud. Since 1960.
Mr. P assman. Wha t sum do you have in your justifications  for 

fiscal year 1963 ?
Mr. Gaud. For  the Helmand Valley in 1963 ?
Mr. P assman. Yes.
Mr. Gaud. We have estimated obligations of $2.5 million.
Mr. Passman. In  addition to the amount you have already given 

us?
Mr. Gaud. Tha t is correct.
Mr. Passman. Let us project it to completion.
Mr. F ord. Off the record.
(Off the record.)
Mr. Birnberg. The estimated additional cost beyond tha t for 1963 

is $7.2 million.
Mr. P assman. Tha t is only the AI D p art  ?
Mr. Gaud. Yes, sir.

TOTAL COST OF HEL M AND VALLEY PROJECT

Mr. Passman. What is the  total cost of the project to completion, 
from all categories?

Mr. Gaud. It  is very close to $112 million, of which $61 million was 
the Afghanis tan Government’s par t.

Mr. P assman. How much is our money ?
Mr. Gaud. AID  and Exp ort- Imp ort Bank about $51 million spent 

and to be spent.
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Mr. P assman. I shall quote:
The  pro je ct  is  re gar ded  by th e Roy al  G ov er nm en t of  A fg hanis ta n  as an  

Amer ican  pr oj ec t.
Continuing to quote:
In  view of  m ajo r fina nc ed  co m m itm en ts  fr om  U.S.  ag en cies , in cl ud in g th e 

E xpo rt -I m por t B an k which  lo an ed  $39.5 mill ion an d th e fa c t th a t an  Am er ic an  
contr ac to r wor ke d on th e pro je ct  f ro m  1946  to 1959.

Am I reading  correctly ?
Mr. Gaud. Yes, sir.
Mr. F ord. Would the gentleman yield ?
Mr. Passman. Yes.

PR OJE CTED VA LU E OF  H ELM A N D  VA LL EY  PR O JE CT

Mr. Ford. Ox er the years, there  has been a tendency to say this 
project has not paid out. Wh at is the curren t thinking? Are we 
still try ing  to get some retu rn on our investment ?

Mr. Gaud. Yes, sir.
Mr. Fori). W hat is the cu rrent  thinking ?
Mr. Gaud. The current think ing is that  this project can be made 

into a thoroughly worthwhile proposition. The work that has been 
done to date mainly, Mr. Ford , has been heavy construction work. We 
have not had enough done to date on the detailed work, on the fa rming  
side, you might say.

This has also been true  on the par t of the Afghanis tan Government 
in getting  people to resettle in the valley. One of the basic problems 
we face on Helmand is gett ing the Government of Afghanistan to 
face up to its problem of running this thin g and making it work. 
This is a situation  you are under so many times. We can put in the 
physical facilities but we cannot instill in them the desire to do 
something with them. The conception of the project was good and 
it still has a good chance of paying out. As the chairman pointed 
out, this is regarded by many Afghans as an American project,  and 
what we are trying to do now is to get the Afgh anis tan Government 
to take more of a hand in it itself and to improve the adminis tration 
of the ITelmand Valley Authori ty which is an arm of the Afghanistan  
Government, and to go forward with it.

Ju st recently there has been a development which has perhaps 
justified some fur the r optimism in this  respect and this is the visit 
of the Shah to Afghanistan . One o f the problems that has held up 
this  settlement in the use of this  valley is the dispute  between Afghan­
istan and Ira n as to the use of the Helmand waters. We hope that  
this part icular dispute is going to  be settled and if it is this  is going 
to make it easier to go forward with the whole project.

OBLIGATION S FOR HE LM AN D VALLEY PR OJEC T

Mr. Passman. Will you give us the figures you had obligated? 
You say $4,845,000 and you are requesting $2.5 million for this year?

In subsequent years,  yoii say you will need $7.2 million ?
Mr. Gaud. Yes, si r: that is our present estimate.
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Mr. Passman. The Afghans themselves will arrange for $61 mil­
lion of financing?

Mr. Gaud. They have already spent tha t in the past.
Mr. Passman. Tha t left $51 million to complete the project in its 

ent ire ty; is that correct ?
Mr. Gaud. Of tha t $51 million, $39 million has already been spent 

by the Export-Im port Bank.
Mr. Passman. You want $2.5 million this year ?
Mr. Gaud. Yes, sir.
Mr. P assman. In subsequent years, you will want $7.2 million ? 
Mr. Gaud. Yes, sir.
Mr. Passman- It  would appear to me that  tha t adds up to $14,- 

545,000; is that correct ?
Air. Gaud. I will take your word for it.
Air. Tennant. Tha t is correct.
Mr. P assman. The Exp ort- Import Bank put up $39.5 million? 
Mr. Gaud. Yes, sir.
Mr. P assman. That makes a total of $54,045,000?
Air. Tennant. That is correct.
Air. P assman. Subtract $51 million from that.
Air. Gaud. I beg your pardon.
Air. P assman. I am using your own figures. Subtract $51 million 

that  you gave us as the U.S. part .
Mr. Gaud. AIv arithmetic was wrong.
Mr. P assman. That gives a shortage there of $3,045,000?
Air. Gaud. It  proves my arithmetic was wrong. There is no short­

age of money.
Air. P assman. We would have assumed the total  cost was $51 mil­

lion but in reality  it is $54,045,000.
Air. Gaud. I stand corrected.

FUND ING FOR AFGHAN REGIONAL TRANSIT PROJECT

Air. Passman. Am I reading the figures correctly that you have 
unliquidated obligations up to $21,300,000 for  the Afghan  regional 
tran sit projec t ?

Air. Gaud. Yes, sir.
Air. P assman. Then you are not requesting any funds for fiscal year  

1963, are you ?
Mr. Gaud. We are requesting $2 million.
Air. P assman. AVith an unobligated fund of $21.3 million?
Air. Gaud. That  is true.
Air. P assman. Is there any need fo r building up an additional $2 

million on top of that amount?
You obligated a total through fiscal year 1961 of $27,799,000, and 

your unliquidated balance at tha t time was $23,208,000.
Eas t year you asked for $1 million, which was subsequently obli­

gated ?
Air. Gaud. No, sir.
Air. Passman. Am I correct in saying your books show tha t you 

were going to obligate $1 million ?
Air. Gaud. That is correct.
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Mr. Passman. Am I correct in s tatin g the unliquidated balance to 
the credit of th is p roject  is $‘21,330,000?

Mr. Gaud. Th at was correct when this book was printed.
Mr. Passman. What is the unliquidated credit as of now ?

USE  OF  CO N TIN G EN CY  FU N D  FOR A FG H A N  TRA N SIT  PRO JE C T

Mr. Gaud. May I  say tha t since this  book was printed, I mentioned 
earlier  this afternoon we had gone into the contingency fund to the 
extent of $23.7 million for Afghanistan.

Tha t was in respect of this project and my guess would be, and 1 
can only guess because I  have not got the figures, but to get the ac­
curate, unliquidated figure as of this moment, we would have to add 
$23.7 million to the $23,208,000.

Mr. Passman. I cannot believe you mean that , but if you do, all 
right.

Mr. F ord. Earlie r you testified there was approximately $40 million 
unliquidated in the whole country program ?

Mr. Tennant. Tha t is correct.
Mr. Passman. This  is a program.
Mr. F ord. I s the to tal amount of unl iquidated funds related to this 

project?
Mr. Gaud. May I go off the record ?
Mr. Passman. Pu t it on the record, and then take it off if it is a 

security matter .

TO TA L U N L IQ U ID A T ED  BA LA NC E FOR T R A N SIT  PR OJE CT

Mr. Gaud. I suspect the figure of unliquidated  funds we got a 
while ago was without reference to this $23.7 million contingency 
commitment which was made late in June.  The accurate figure would 
not be the $40 million we gave before.

Mr. P assman. This is a very slow moving project, because you came 
out of 1961 with $23,208,000 unliquidated to the  credit of the pro ject.

You said you needed $1 million for fiscal yea r 1963, and out of the 
contingency fund you take an additional $23.7 million  for the project ?

Mr. Gaud. Tha t is true.
Mr. Passman. Which then gives you an unliquidated figure of 

$46,908,000 for this one project ?
Mr. Gaud. Tha t is correct.
Mr. P assman. And you are asking for $2 million for fiscal 1963?
Mr. Gaud. No, sir. This book was written  before this  $23.7 million 

appropr iation was made, and that page is therefore out of date.
Mr. P assman. This shows again how much the contingency fund is 

actually  abused.

TRU CK S AN D BU SE S FU R N IS H E D  A FG H A N IS TA N

How many trucks and buses did you furn ish to this country as 
gra nt aid ?

Mr. Gaud. The road project we were just talking about-----
Mr. Passman. Do you get mixed up on this.
Mr. Gaud. May I get a few facts in ?
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Mr. Passman. Answer my question, please. How many trucks 
and buses were furnished to  this  country as gran t aid  ?

Mr. Gaud. I do not have the figure with me, Mr. Chairman.

EST IMATED  THAN SIT P RO JECT  COMPLE TIO N COST

Mr. Passman. Now, to go back to the highway item.
Mr. Gaud. The contractor star ted to build tha t highway and  he had 

just gotten s tarted in August or July.
Mr. Ford. Of what year ?
Mr. Gaud. 1961, when the border closed. His operations  were 

delayed very considerably as a result  and the additional funding 
which I  spoke of, $23.7 million, will fund the entire contract.

Mr. Passman. What is the total estimated completion cost of the 
contract ?

Mr. F ord. Completion cost of the project, not the contract.
Mr. Passman. I am talking about the project.
Mr. Gaud. The best estimate I can give you now, I cannot give you 

a final accurate figure—I would say was in the neighborhood of $57 
million.

Mr. Passman. When do you anticipate tha t the project will be 
completed ?

Mr. Gaud. The funding is now complete.
Mr. Passman. You missed my question altogether.
When do you anticipate the projec t will be brough t to completion?
Mr. Gaud. The present estimated da te is 1966.
Mr. P assman. You are dipping  over into the contingency fund and 

picking up funds  4 or 5 years in advance.
Mr. Gaud. The equipment and materia ls are necessary in the field 

now to finish the part of the road they are already working on. Mr. 
Chairman.

Mr. P assman. I s the border closed now ?
Mr. Gaud. Yes, sir.
Mr. P assman. I hope you can work out some arrangement to get 

the equipment in.

PROJECT OBLIGATION S THRO UG H JU N E  19G1

Mr. F ord. Mr. Chairman, may I ask a couple of questions on this 
part icular point?

Mr. P assman. Yes.
Mr. F ord. How’ much of this  project  will be obligated through June  

30, 1961?
Mr. Gaud. $27-odd-million.
Mr. F ord. According to the books, the figure is $27,799,000 ?
Mr. Gaud. Tha t is right.
Mr. Ford. In  addition, you programed for this  project  throu gh 

June 30, 1961, $23,208,000?
Mr. Gaud. No ; tha t is the unliquidated part..
Mr. F ord. Programed but unliquidated ?
Mr. Gaud. Tha t had been programed p rior  to Ju ne 30, 1961; yes.
Mr. F ord. In fiscal 1962 you planned on obligating another million;  

is that right?
Mr. Gaud. When these books were prepared ; yes.
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Mr. Passman. If  the gentleman would keep this in context, these 
books were prepared in March of  this year ; is tha t correct ?

Mr. Gaud. February or March of this year.

JUS TIF ICA TIO N FOR USE OF CONTINGENCY FU ND

Mr. Ford. Wh at prompted the decision to go to the contingency 
fund, bearing in mind tha t in fiscal 1962, you still anticipated an un­
liquidated balance of $21,330,000 ?

Mr. Gaud. This question was tied up with the whole business of our 
ability to get on with the  kind  of p rogram we wanted in Afghanistan.

As a result  of the bo rder closing, when the border closed in the fall, 
we had no idea when it would be reopened o r when we would be able 
to go forward  with some of these projects, and this par ticu lar project 
was one which had been on the books, as the chairman pointed out, for 
some time. We thin k it is of prime importance in terms of internal  
communications in Afghanis tan and we wanted to complete i t as soon 
as we could.

We just could not make up our minds in the  middle of the winter just 
what to do about this. This book was prepared  the assumption we 
would not commit the tota l amount of money necessary to complete 
the road, and then as time went on, in the course of the  spring, we con­
cluded it  would be a good gamble to try  to  finish this road as soon as 
we could. If  we d id not procure the materials which were necessary, 
and the machinery and equipment necessary, to finish the road by the 
time the border  was opened, it would be a mat ter of several months 
before you could get  to work. Your contractor would have disbanded 
all the rest of it and what we are doing now is to keep the contractor  
going on a reduced scale so he will not disband his force.

We want to be in a position to go forw ard with the road work 
as soon as we possibly can so we decided to take up the rest of the 
contract and procure the material s and have them shipped to Karach i, 
Pakistan , on the assumption that the border, in due course will open. 
If  the bol der does not open, if the material is there, and we cannot get 
it in through Pakis tan, there  remains the possibility, which we are 
not a bit enthusiastic about, of g etting it in through Iran . There is 
also the possibility of using the material in Pakistan where there 
are a g reat many construction projects of the same sort basically.

We did this, taking a calculated risk tha t we would be able to get 
the stuff through Pak istan.

Mr. P assman. We accept Pakistan as a frien dly nation; as long 
as these hundreds of millions of dollars are going in, I believe they 
will remain friendly .

Afghanis tan borders Pakistan and you have a semi-long-range 
project tha t covers ra ilroads, bridges, unde r this project, and your 
optimistic estimate is tha t you will complete it in 1966. You are 
try ing  to find a little period when the border opens and when the 
curta in lift s you are going to rush this equipment across the border 
and have it in a country tha t w’ill take you into 1966.

Mr. Gaud. Mr. Chairman-----
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Mr. P assman. If  the border does not open, then you might use the 
same equipment in Pakistan.

Mr. Ford. Mr. Chairman, may I -----
Mr. Gaud. May I say a word on that ?
Mr. P assman. Have I  stated the fact, that to get the equipment over 

into Pakistan, if the border opens, you can move it into A fghanistan 
and have it there to complete the project, or the  program, in 1966?

Mr. Gaud. That  is what we are shooting for.
Mr. P assman. If  you had not had two aid-recipient nations squab­

bling, you would have continued this matter on an annual basis, th is 
program, would you not?

Mr. Gaud. Look, if the border had not closed, we would have ap­
propriated  this money in 1962, just the same way.

Mr. Passman. Do you mean that you would have gone into the con­
tingency fund and funded this thing  several years in advance, when 
you had been funding it a slice per year ?

Mr. Gaud. We have not been funding it a slice per year.
Mr. P assman. I do not agree with you because here you have-----
Mr. Gaud. I  apologize.
Mr. Passman. You have done it at a slice per year.
You are dealing with two recip ient nations, Pakistan  and Afghan­

istan. They are squabbling, and the border is closed, but you are 
rushing the equipment and supplies, whatever is necessary to com­
plete the project, to Pakis tan, and gettin g it  near the border so if the 
border opens, you can take it into Afghanistan to do the  work. If  the 
border does not open, you may utilize the items in Pak istan ?

Mr. Gaud. Or we may get it  in some other way.
Mr. P assman. You may use it  in Pakis tan?
Mr. Gaud. I say th at is a possibility.
Mr. P assman. Let Pakistan  find out about th at and you never will 

get the border open.

POLIC Y TOWARD AF GH AN IST AN

Mr. Gaud. If  I may say one word to get this in at the right time 
here, we come here to the basis of the question o f Afghanis tan and 
what is our  policy toward Afghanistan? It  is a landlocked country. 
It  has  egress through  Pakistan which has been closed for some time. 
It  has a ra ther  tenuous egress through Iran . It also has very easy ac­
cess to Russia.

The United  States has decided it is in its national interest to keep 
Afghanistan  from being wholly dependent on the Soviet bloc. The 
Soviet bloc has a very large aid program in Afghan istan , very much 
larger than  ours.

I t is a  very soft shoe, low key program. They have a great many 
technicians in the country and they have made no effort to interfe re 
with the affairs of the country.

Many feel the Afghanistan  influence, or rather  the Russian influ­
ence, in Afghan istan has been expanding  as a result o f this program.

The United States has taken the decision—and the decision was
taken  in 1955 and 1956—to t r y ------------- , to give Afghanistan an
alterna tive to being too heavily dependent on the Soviet bloc.
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ou run into a situation tha t we ran into last summer when the 
border was closed. It  is one of these things. You cannot say to 
Pakis tan and you cannot say to  Afghanistan, which are independent 
nations, “ You have got to open tha t border.”

Tha t is a fact of life you have to deal with.
(Discussion off the record.)
What we are doing  in the main today is to carry  on programs in A f­

ghanistan  which do not entail any large amount of supplies, which 
we can carry on through technicians and the like, and education and 
so forth. There is th is one project which does entail a large amount 
of material , equipment, and supplies. It  is a project on which the 
Afghanistan  Government sets particular store.

We have got the road part ially built already and we feel it is to our 
interest in A fghanistan to go forward  with the project when we can.

These are the facts which led us to make the decision we made.
Mr. Passman. If  you want to go back to  1961, you had  a program 

in Pakistan of $130 million. That went up to $240 million in 1962. 
You have a proposed plan for $235 million in fiscal year 1963. Now, 
Afghani stan: In fiscal year 1961 you had a program of $12,823,000: 
in 1962, $38,537,000; and you are proposing  for 1963, $19 million; is 
that  correct ?

Mr. Gaud. Yes, sir.

CON TR IB U TI ON BY  A FG H A N IS TA N  FOR RE GI ON AL  TRA N SIT  PR OJE CT

Mr. F ord. ITow much have the Afghans contributed to this project? 
What is their contribution over the long haul ?

Mr. Gaud. For the road ?
Mr. F ord. Yes.
Mr. Gaud. In  terms of local currency committed by the country, we 

show $4,339,000.
Mr. F ord. You say local currency. Is that  local currency gener­

ated by programs of the United States  ?
Mr. Birnberg. It  could be. The figure Mr. Gaud stated could 

include such generated currency. This is the total.

BR EA KD OW N OF U SE  OF  CO N TIN G EN CY  FU N D

Mr. F ord. Of this $23.7 million tha t came from the contingency 
fund  in fiscal 1962, how much of that  is for actual hardware?

Mr. Gaud. I do not know the breakdown of the contract.
Mr. F ord. I am talk ing about roadbuilding  equipment.
This is what I unders tood was the basic just ification.
Mr. Gaud. Yes, equipment and materials.
We had a contract to build the whole road. It  could be split into 

several pa rts. Pr ior  to now, we had exercised the contract for a part  
of the road and this exercise of the contract for the balance of the road 
includes the contractor’s fees, expenses, personnel equipment, and the 
rest of it.

Mr. Ford. You fully funded the contract through fiscal year 1966?
Mr. Gaud. That  is right.
Mr. F ord. I thought I heard earlier tha t the justification forgoing 

into the contingency fund was the procurement of roadbuild ing equip-
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ment, hardware, as I put it, so you could procure it in the United 
States and  ship it to the area so it could be available?

Mr. Gaud. That is right  in part—equipment, material, and so forth. 
We had an indivisible contract.
Mr. F ord. How much of that  hardware has actually been procured?
Mr. Gaud. Tha t is being paid for with the $23.7 million. We only 

did this in June , sir, so I would guess none.
Mr. P assman. Could you tell us what date in June?
Mr. F ord. I just do not understand this, to be frank  with you. 

There was an urgency to buy hardware.
Mr. Gaud. Not only hardware. It  is also cement, asphalt, and 

gasoline. The gasoline costs of this project are very large, as they 
are on any road construction project. It  is the whole works. 

BA CK GR OU ND  ON  CON TI NGEN CY FU N D  US E

Mr. Ford. II ow much of the $23.7 million tha t was an urgent and 
contingency matter has actual ly been obligated ?

Mr. Gaud. I cannot answer that  at the moment.
Mr. F ord. When was the decision made to use the contingency fund 

for this  project?
Mr. Gaud. The decision was made to exercise this  contract in May 

and, as far  as I am concerned, Mr. Ford,  I sent forward the recom­
mendation that this should be done. As to when the decision was 
made, as to what funds were available from which it  would be done, 
I just do not know.

Mr. Ford. Let us find out for the record s o  we will have it in the 
record.

Mr. P assman. Also, on what date did you obligate the money from 
the contingency fund to the project?

Mr. Tennant. T know it  is in June, but I do not have the actual 
date. I would have to supply th at for the record.

SCOPE OF TRANSI T PR OJE CT

Mr. Passman. We want you to bring it to us.
There is one other project  tha t we ran into which you funded 

out of section 202(a) funds. The project may not be started for a 
long time in the future , 6 months to a year, or longer. Even afte r it 
start s, it has a 7-year completion date, and you have funded it to com­
pletion. So, this is not the exception. Your reasons fo r doing  it may 
sound better, but it is certainly not the exception. We find more and 
more projects of substantia l amount being funded to completion.

Mr. Ford. Is that what we are talking about?
Mr. Passman. Yes, this project, No. 306-F-39AA.

JU ST IF IC A T IO N  FOR 19 6? , EST IM ATE

Mr. Ford. At the time these books were prepared, it must have 
been the opinion of the executive branch of the  Government that only 
$2 million was needed to continue the contrac t which was started at 
least in fiscal 1961. Somebody must have felt t ha t $2 million in fiscal 
1962 would have adequately funded the program and paid the con­
tractor .
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Mr. Gaud. The problem was tha t the border was closed, and at that, point we did not have enough hope th at it was going to reopen. We thought we might have to delay the project altogether, so we did not put in any money to complete it. This is our thinking.
Mr. Ford. If  that was the case, whv did we put any money in it  in fiscal 1963?
Mr. Gaud. Engineering and surveying by the Corps of Engineers for the project.
Mr. Passman. The border is still closed.
Mr. F ord. Then there is no point in having anything in there, if there is no hope.
Mr. Gaud. As I said, originally we hoped to continue our presence in Afghanistan,  and it was our hope, under  the worst circumstances, tha t we would ultimate ly be back in Afghanis tan continuing these projects.
Mr. Lee. I would like-----
Air. Ford. Let me make one comment. This kind of situation leads me to the conclusion that  the contingency fund would expire June  30, so tlie word was spread, “Let us find some projects t ha t could be justified for utilization .” One was picked here, one was picked here, and another was picked there, and we ended up with this one and maybe some others th at were obligated or committed before June 30. This is the impression I get.
Mr. Gaud. Let me say. sir, tha t this is not the case. As you can imagine, with the Afghan-Pa kistan border problem what i t was, there were a good many discussions in the State Depar tment  and in the AID as to what  we ought to do about our Afgh an problem. I have not the exact date with me, but will supply it tomorrow, but  the deci­sion to exercise this  contract and go ahead with the road was made long before June 30.
Mr. P assman. I am going to read into the record just what this covers. There is no use for us to keep confusing this.
Air. Gaud. The $23.7 million-----

PL AN  AND  PUR POSE OF PROJEC T

Air. Passman. Here on page 521, your project number is 306 -F-  39AA. I quote:
1. Basic plan and project purpose. The project  is designed to improve the surface transporta tion facili ties from Kabul to the southern border, so as to provide the country with better access to free world markets , thus reducing Afghan dependence on the U.S.S.R. as a source of supply and marke t for exports.
The program includes reconstructing the Kabul-Kandahar Road (320 miles) ; paving the Kandahar-Spin-Baldak Road (70 miles) ; construct ing a bridge over the Tarnak River, and construct ing both an extension of Pakistan’s north west­ern railway from the Pakistan border to Spin-Baldak and terminal facilities at  Spin-Baldak to link the road system of Afghanis tan with the rail  system of Pakistan.
You have said i f the project goes forward, it will not be completed until 1966. What sum do you propose expending on the project from the date the border opens un til completion ? You had to have some reason for pulling it out of this contingency fund, and I think I know what it was: you were about to lose a lot of money. Since you said tha t if you got all this  equipment in, the  project would be
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completed in 1966, could you give us a general idea what the dis­
bursements will be per year from 1962 to completion?

Mr. Gaud. You mean how the money will be spent?
Mr. Passman. How much you will disburse per year. You will 

not draw a check at one time. You know what we want, do you not, 
Mr. Tennant?

Mr. Tennant. By year, 1963 throu gh 1966.
Mr. Gaud. Sir, let  me call to your a ttention, if I  may, the thi rd full 

paragraph on the right -hand  side of the page here, where they refer 
to the contract  for construction of the Kabu l-Kandahar Road. This 
contract is funded with the additional $23.7 million. It  does not go 
for any of the rest of the projects.

Mr. P assman. But it all comes up under the same project  number, 
does it not?

Mr. Gaud. Yes, sir.
Mr. Passman. And one ties in to the other?
Mr. Gaud. Yes. The Kandahar-Spin-Baldak Road is virtua lly 

finished.
Mr. Passman. When we are dealing with 306-F-39AA, we are deal­

ing with a p roject in this country, by number ?
Mr. Gaud. Yes, sir.
Mr. P assman. It  encompasses all the things you l ist on this page?
Mr. Gaud. Yes, sir.
Mr. Passman. One ties in to the other ?
Mr. Gaud. Yes, sir.

MAY AND JU N E CONTINGENCY FU ND  OBLIGATIONS

Mr. P assman. Tomorrow morning, if you will, give us a li st of all 
the contingency obligations for the month of May and the month of 
June.

Mr. F ord. I s this Afghan-Pakistan  border now closed ?
Mr. Gaud. Yes.
Mr. F ord. When was it last open ?
Mr. Gaud. It  was last open for our goods, not for  other people’s 

goods, in February and March of this year.
Mr. F ord. In  other words, it has been closed, we will say, since 

March of 1962 ?
Mr. Gaud. One hundred percent, since March 29,1962.
Mr. Ford. To this date?
Mr. Gaud. Yes, sir.
Mr. F ord. Fo r any shipment of U.S. goods ?
Mr. Gaud. Fo r any shipment of any kind, it has been shut since 

last  August  for everything, except th at they opened i t fo r 2 months in 
February and March for U.S. aid goods.

Mr. F ord. The decision was made sometime in May or June  to allo­
cate $23.7 million out of the contingency fund to fuily  fund this  con­
tract and, as you indicated, primarily for  the purpose  of the Kabul- 
Kan dahar Road ?

Mr. Gaud. The decision was made during the  first week of May 
entirely for  that  purpose, sir.
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Mr. F ord. The best way and probably the only feasible way to get 
this equipment tha t was necessary on th is construction contract to  the 
area fo r construction is through this border ?

Mr. Gaud. Th at is right.

status of border situation

Mr. F ord. Do you have any hopes that  the border situa tion will 
improve ?

Mr. Lee. May I  speak to that,  Mr. Ford ?
Mr. Ford. Surely.
Mr. Lee. This border has been closed, as Mr. Gaud said, since last 

fall, but the opening was specifically for the purpose of passing 
through these mater ials which would ultimate ly be greatly to the 
benefit o f Afgh anis tan, but also greatly  to our benefit because of the 
extent of our national interest there. The opening was the result 
of a grea t deal of pat ient and quiet approach to both Governments 
and a grea t deal of good will on the ir par t, despite the bitter differ­
ences tha t they have which extend over generat ions.

In  the meantime, we have worked with both governments and  with 
governments to try to bring  about some settlement, either for the short 
range or for the long range. We were talk ing a while ago about the 
gamble, the calculated risk tha t was taken here. I t was the assess­
ment of the executive branch of the Government tha t this  was a 
risk that was worth taking.

Without going into the detail of it, I think that still proves to be 
a good gamble. We do not know as yet what will be the result of 
this current series of  moves on the pa rt of the Shah of Iran, but in 
any case we are working on it, and I thin k they are just expressing 
an opinion t ha t it is sti ll a very good gamble and the stakes are very 
high.

CONTINUANCE of project

Mr. Ford. I hope the gamble pays off, but you certainly had  no 
anticipation  tha t the atmosphere would change any at the time the 
decision was made to withd raw funds from the contingency fund.

Mr. Gaud. The decision really, Mr. Ford , was to go forwa rd with 
the project. As Mr. Lee has just  said, we fe lt it important from the 
standpoin t of American interest s to go forw ard with this  project. 
We did not have our eyes on the contingency fund.

Mr. F ord. It  seems to me it would have been bette r to  have waited 
a while and possibly ut ilized funds out of fiscal 1963 contingency.

Mr. Gaud. This was a question of judgment.
Mr. Ford. It  raises the suspicion, as I said before, tha t judgment 

was tied somewhat into the availability of obligational authority in the 
fiscal 1962 contingency fund. That is my suspicion. This is beyond 
your authority and control, but this is a suspicion t ha t is raised in my 
mind by the sequence of events.

Mr. Gaud. I think the  answer to tha t rea lly lies in the  fact that  the  
decision to go forward with the projec t was taken aft er a long series 
of very soul searching sessions, and was reached long before the end 
of the fiscal year.
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This was a supporting assistance project in fiscal year 1962 of which 
$23.7 million was funded from the contingency fund. I t has been 
shifted to development grants in fiscal year 1963 just as have all the 
other sup porting assistance projects.

Mr. F ord. I cannot believe tha t the urgency to commit made it 
necessary to  do i t in May or June  ra the r than in Ju ly or August, out 
of the next ye ar’s contingency fund.

Mr. P assman. Let us state  positively, it was not May or June. You 
obligated the funds in June, did you not?

Mr. T ennant. Yes.
Mr. Gaud. There was another facto r in there which slipped my 

mind, and Mr. B irnberg  just reminded me of it. Unless we exercised 
this option by June 14, it w’ould cost us a lot of money.

Mr. P assman. Wha t option ?
Mr. Gaud. To go forward with the  remaining segments of the road.
Mr. F ord. I think it might be very well for  the committee to see a 

copy of the contract.
Mr. P assman. Did Afghanis tan agree to open the border to permit 

American aid shipments to get in ?
Mr. Gaud. Yes.
Mr. Passman. They agreed to open the border long enough to get aid 

shipments.
Mr. F ord. Mr. Chairman, I have asked for a copy of the contract. 

May we have that  ?
Mr. Passman. Let us have a copy of the contract, if we may.
Mr. Gaud. Yes.

. ' ; - • *

PROGRAM ING FROM  C ON TIN GE NC Y F UN D

Mr. P assman. This is not the  exception we are dealing with. This 
is becoming more and more the rule. I think th at in several instances 
you obligated out of the contingency fund, which indicated to me 
you anticipated tha t you would have unliquidated funds, and at a 
subsequent date you deobligated from the contingency fund  the  same 
amount for the project for which you obligated. Is that  a statement  
of fact  ?

Mr. Tennant. No, sir. I  think you are refe rrin g to the program 
decisions that  were made and changes.

Mr. P assman. You originally programed out of the contingency 
account certain funds for certain projects afte r you got your money 
last year, did you not ?

Mr. Tennant. Yes, sir.
Mr. Passman. At a subsequent date you deprogramed these con­

tingency fund items?
Mr. Tennant. Yes, sir.
Mr. Ford. As far  as Mr. Gaud is concerned, it  did not make any 

difference to you whether the availabi lity came out of fiscal 1962 or 
fiscal 1963.

Mr. Gaud. No.
Mr. F ord. You believed in the program, whether  we agree with 

you or not.
Mr. Gaud. And we had to exercise the option  before June 14 or 

it would cost us a lot of money.
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Mr. Passman. Wh at option and what lot of money ?
Mr. Gaud. The whole contrac t would have to have been 

renegotiated.
Mr. P assman. You could have discontinued the project, could you 

not?
Mr. Gaud. We could have discontinued the project.
Mr. P assman. Or  you could have picked up one part of th e project 

and liquidated the unliquidated funds.
Mr. Gaud. And half  build a road ?
Mr. Passman. One that is connected with something else.
Mr. Gaud. This is a contract fo r a road.
Mr. P assman. You said you carried it  through to 1966. You 

would never make me understand there was any justification for 
taking a project like this and funding it to completion a wav off 
yonder.

PROJECT SHEE T INDICATED NO NEED FOR EXERCISE OF CONTRACT OPTION

Mr. F ord. Whoever prepared  the document sheet on page 521 which 
shows the estimated obligations  fo r fiscal year 1963 requiring only $2 
million apparently  did not know about the need to exercise this option 
for the contract on Ju ne 14.

Mr. Gaud. I t would seem so.
Mr. F ord. I t is very obvious.
Mr. Gaud. It  would seem so.
Mr. F ord. Let us find out why that  fact  was not  known to whoever 

prepared this sheet, because there is an obvious conflict between your 
testimony and the statement of the books.

Mr. Passman. You did say earlie r the main purpose the $23.7 
million dip into the contingency fund was on account of a dispute 
between Pakistan and Afghanistan  and you wanted to buy the ma­
terial so, if the border opened, you could move it over and have it there 
to finish the project. There is no way to get that out of the record.

AID EXPLANATION OF CALL TO LIBRARY OF CONGRESS

Mr. Miller. Concerning one matte r tha t was raised earlie r in con­
nection with the L ibrary of Congress, I called down to the AID  and 
talked to the gentleman who talked with someone a t the Legislative 
Reference Service of the Library  of Congress, Mr. Hermann Ficker. 
There  were two matters , I unders tand, which were u nder discussion.

The individual at A ID, in doing the research on the question which 
you had asked, noted tha t a list of th is had been prepared  apparently 
some time ago, and it had been prepared by Mr. Ficker. This indi­
vidual had talked to Mr. Ficker on other questions at other times, 
so he called up Air. Ficke r and discussed two matters . One, he dis­
cussed whether or not Mr. Ficker’s former list had been updated and, 
two, he discussed the Soviet countries which were shown on Mr. 
Ficker’s list as not receiving aid. He did not at any time make a 
request of Air. Ficker for  any list of countries.

Mr. Passman. Thank you. I, myself, have never mentioned Air. 
Ficker in connection with this matter.

87948—62—pt. 22
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We requ ested th at  y ou peo ple  who  are charg ed wi th the responsi ­
bi lit y of  admi niste rin g th is  prog ram infor m us as to the cou ntr ies  
th at were  no t ge tti ng  aid.  You  did no t have th a t in fo rm at io n;  if 
so, you  would not h ave  calle d the  L ib ra ry  of Congress abou t it. Bu t, 
yo ur  people  did  call  the L ib ra ry  sim ply  because you did no t have  
the  informa tion.

Mr. Miller. Mr. Ch air man , we at te m pt  t o do as mu ch research  as 
is poss ible.

Mr. P assman. You did not have  the in form at ion an d you  were 
tryi ng  to  ge t th e Le gisla tiv e Re fer ence Ser vice of  the Lib ra ry  of  
Con gress to  get i t for  you.

(T he  commit tee st an ds  adj ou rned  un til  10 a.m. to mo rrow.)

W ednesday, A ugust 1,1962.
Mr. P assman. The subcommit tee will  come to  order.

TREASURY DEPOSITS AND WITHDRAWALS

I  sho uld  like to re fe r to in fo rm at ion fro m the  da ily  sta tem ent of 
the U.S. Treasury fo r July  26, 1962.

Th e exp enditure s by ou r Go vernm ent las t ye ar  reache d an all -tim e 
high  fo r th is cou ntry. We  thou gh t a rec ord  ha d been  establ ished 
whi ch would sta nd  fo r a long  ti me  wi th respec t to  wi thdraw als fro m 
the  U .S. Tr easury, bu t du ring  the firs t 26 days of  th is  fiscal year  we 
have wi thd raw n $8,663,769,954.45 as ag ain st $7,244,663,624.63 fo r the 
same  per iod  the  p rev iou s y ear, which  m eans  t hat  we have spe nt abou t 
$1,419 million more du rin g th e firs t 26 day s o f th is  fiscal y ear t ha n we 
did  du rin g the  co rre spondin g 26 day s of  t he  preced ing  fiscal yea r.

W e are eit he r gr ea tly  incre as ing th e expense of ru nn in g ou r Gov­
ernment, acc ord ing  to  th is  sta tem ent, or  else some invoices came  in 
la te  in fiscal 1962 and  were h eld ove r fo r pa ym en t in  fi scal 1963.

I f  th at  is true  it  means  th at the ac tua l def icit  fo r fiscal 1962 
amounted to  more  th an  $6,300 mi llion.

I t  was eit he r one  or  the oth er.  Th e sta tem en t spe aks  fo r itself .
I  submit  the Ju ly  26, 1962, T reasur y sta tem en t fo r the reco rd.
(The  T reasury sta temen t re fe rred  to follo ws :)
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A FGHAN RE GI ON AL  T R A N SIT  PRO JE C T

Yesterday afternoon I was questioning the valid ity of the estimate 
of $2 million for  fiscal 1963 for the  Afghan regional trans it project, in 
view of the substantial unliquidated obligation of $21,330,000 to the 
credit of the project. It  was then ascertained tha t an additional 
$23,700,000 had been allocated to the project  in June from the con­
tingency fund  despite the fact tha t the Afghan-Pak istan border is 
closed to all traffic. As I understand  the situation, the additional 
allocation of  $23,700,000 was made in June in order to s tar t pro curing 
materials and equipment for the road project  just in case the border  
should be opened to let the  goods in. Otherwise, I  believe it was testi­
fied, the goods could be used in Pak istan or in some other area.

Mr. Natciier. Would you vield to me at this point ?
Mr. P assman. Yes.

T H E  MAL AY A FE DERATIO N

Mr. Natcher. According to a news release last n ight, another group 
of countries and terri torie s is now in the process of receiving their  
independence, or some move recently has been made in the last 24 
hours.

Do any of you gentlemen know anything  about that  ?
Mr. Gaud. I am afra id I  did not see the news article.
Mr. Andrews. It  was on TV this morning.
Mr. T albot. Malaya.
Mr. Gaud. The Malayan Federation.
Mr. Andrews. Off the record.
(Discussion held off the record.)
Mr. Talbot. I believe Governor Harrima n, within  whose region 

this  area is, will appear before your committee in a few days and no 
doubt can give more detail. This is not par t of my region.

However, as I  understand the situation, there has for some months 
been negotia tion going on between the independent n ation  of Malaya 
and representa tives of Brit ish possessions in tha t general southeast 
Asian area, including Singapore, Brunei, and Brit ish Borneo, and also 
representatives of the Brit ish Government looking toward an inde­
pendent country which would include all of these territories.

In  a sense this could be described as the expansion of Malaya to 
include terr itories not  only presently in Malaya bu t also in the Brit ish 
possessions.

It  is a fur the r step in the withdrawal  of Brit ish governmental au­
thor ity from tha t area, and the new country will include what has 
been a group of British  possessions up to now /

Mr. Natciier. Malaya is in the bill for assistance this year. Can 
you tell me whether these other  B ritish te rrito ries you have just men­
tioned are in the mutual  security program for fiscal yea r 1963?

Mr. Talbot. Sir, may I respectfu lly request you take up this ques­
tion with Governor Harrim an when he a rrives since it is his region 
and I  do not happen to know the answer.

Mr. Natciier. Thank you, Mr. Chairman.
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SCOPE OF AFGH AN  REG IONAL TR AN SIT  PROJECT

Mr. Passman. I s the  A fghan regional tran sit project composed of 
several different projects or is it one project ?

Mr. Gaud. The Afghan regional transit project we call one project. 
There are several different par ts to it. Its  purpose is to provide a 
network of communications for  A fghan istan by way of a road from 
Pakis tan up into Afghanistan to Kandahar, and then across from 
Kandahar to Kabul, so th at as a result of this project there will be 
two ways of getting  into Afghanistan from Pakistan, and there will 
be a connection between the two larges t cities in the country, Kabul 
and Kandahar.

Mr. Passman. I shall again read into the record from page 521, 
and see i f you are talking about the same thing I am reading about.

Mr. Gaud. Yes, sir.
Mr. Passman. I quote :
1. Basic plan and proj ect purpose—This pro ject  is designed to improve  the

surf ace  tra nsp ort ation  fac ilit ies  from  Kabul to the  sou the rn border , so as to 
provide the count ry wi th b ett er access to  fre e wor ld m ark ets -----

(Off the record.)
The program  includes recons truc ting  the  Kabu l Ka nd ah ar road (32 0 mile s) ; 

paving the  Ka nda har  Spin-Balda k roa d (7 0 miles ) ; constru ctin g a bridge  over 
the  Ta rna k River, and constructin g both an exten sion of Pa kista n’s Nor th­
western Railway  from  the  Pa kista n bord er to Spin-Bald ak and term inal  fa ­
ciliti es a t Spin-Baldak to link the road system of Afg han ista n with the ra il 
system of Pakistan .

The U.S. cont ribut ion consi sts of fu ll financing of engine ering, design, sup er­
vision, construct ion con tract services, and  imported ma ter ials and equipment.

STATUS OF PROJECT
2. Sta tus  of project—The  con tra ct for  design engineering for  all pa rts  of the  

proj ect (exc ept the rai lro ad  exten sio n) was execu ted in March  1959. The U.S. 
Corps of Engineers accep ted supe rvisory engineering resp onsi bility for  the 
proje ct. Approximately $3.2 millio n has been provided for  proc uring and ship­
ping to Afghanistan a large qu an tity of road build ing equi pment from U.S. Gov­
ernment excess stock.

The con trac t for the  constructio n of the  firs t two of six segments  of the 
Kabu l Kanda har  Road was signed in Jun e 1961 and  construction  sta rte d in 
Augu st 1961. The closin g of the  Afg han ista n-P akistan  bor der  in September 
1961, however, sub stan tial ly delayed progress due to the  ina bili ty to ship goods 
thro ugh  Pak ista n to Afg han istan, plus delaying add itio nal  procurem ent and 
shipment.

Engin eering  work was  comple ted for  the  Ka nd ah ar Spin-B aldak segment 
in March 1960, and a con stru ctio n con tract was  execut ed for  thi s segment in 
August 1960, to  pave the  Kan da ha r Spin-Balda k Road  and  con stru ct the Ta rna k 
Riv er Bridge. Work commenced in Feb rua ry 1961, and, excepting the bridge, 
as of December 1961, con stru ctio n was  appr oximat ely 40 percent complete.

Is  this the same project we are discussing?
Mr. Gaud. Yes, sir. If  you have a map I can make it clearer.
This  is it.
Mr. Passman. Is it the same project ?
Mr. Gaud. It  is.

CONTRACTS FOR TR AN SIT  PROJECT

Mr. P assman. How many different contracts did you award under 
the one project?
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Mr. Gaud. We have one contract for the Kabul  Kan dahar Road.Mr. Passman. With what company?
Mr. Gaud. May 1 have my copy of the contract? I think I gave it to you.
This is a contract dated June 14, 1961. The contract  number is 

DA-92-144-Eng-73, entered into between the Corps of Engineers on 
the one hand and a group of contractors  operating  as a jo int venture on the other. These contractors are the Oman Construction Co., Inc., 
of Tennessee; R. P. Farnsworth & Co. of Delaware ; Wr igh t Con­
struction Co. of Georgia ; J. A. Jones Construction  Co. of Delaware; 
Morrison-Knudsen Overseas, Inc. of Idaho;  Pete r Kiewit Sons Co. of Nebraska.

This cont ract covers the Kabul Kandahar Road.
In  addition,  there is a contract for the Kandahar Spin-Baldak 

Road which goes from Kanda har  down to the Pakistan border which 
was entered into by the Dougherty Overseas Co., Inc. The date of tha t I do not have with me.

Mr. Rhodes. You are not giving the amounts of the contract?
Mr. Gaud. I have not, but 1 shall if you like.
Mr. Rhodes. As we go through, I would like to have that.
Mr. Passman. I have tha t information in the detail.
Mr. Rhodes. Can we have the amount of the contract ?
Mr. Passman. Yes.
Mr. Gaud. Let me stick first to the K and ahar Kabul  Road contract. 

This contract was handled and let by the Corps of Engineers in ac­
cordance with its procedures as a result of competitive bidding.

The road is divided into six segments. The contract provides, first, 
for segments 1 and 2. The price of the contract covering the first two segments is a fixed price, $17,704,835.42.

OPT IO NS IN  CO NT RA CT

The contract fur ther provides and gives the Corps of Engineers 
the option, or several options, to take up the contract  with respect to 
segments 3, 4, 5, and 6, and assigns dates under  which these options can be exercised.

I  th ink  I  said the contract was entered into in June  1961. It  gave 
option 1 which could be exercised on or before December 14, 1961; 
option No. 2 which could be exercised on or before March 14, 1962; 
and opt ion No. 3, which could be exercised on or before June 14, 1962.

The contract provides a price for exercising each option with respect to each segment.
As far  as segment 3 is concerned, if you exercise option No. 1 the cost was to be $5,871,377.09.
If  you exercised option No. 2 i t would be $100,000 higher.
I f  you exercised option 3 it would be another $100,000 higher.
As f ar  as segment No. 4 is concerned, if you exercised option No. 1 the cost would be $4,330,218.14.
If  you exercised option 2 it would be $100,000 higher.
Tf you exercised option 3 it would be still another $100,000 higher.
So f ar as segment 5 is concerned, if  you exercised option 1 the cost was $5,484,177.82.
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I f  you exe rcise d op tion  2 it was $100,000 hig her .
I f  you exerc ised  op tion 3 it  was  st il l an othe r $100,000 higher.
Seg ment 6, if  you exercised op tion 1, $7,157,502.66.
I f  you exerc ised  opt ion  2 it  was $100,000 more.
I f  you  exercised op tion 3 it was sti ll an oth er  $100,000 more. The 

pric es were all  fixed, bu t so fa r as segmen ts 3, 4, 5, an d 6 were  con­
cern ed, depend ing  on whe n you exe rcised the  op tion, it might  cost you 
$400,000 more o r $800,000 more t ha n if  you  exercised i t, you might  say, 
at  the o utse t.

Mr. P assman . Now let us get down to ou r un de rs tand ing of  the 
proje ct a s of  yes terd ay.

OB LIGA TION S FR OM  CON TI NGEN CY FU N D

In  looking at the  jus tifi cat ion s, I  was somewh at su rpris ed  at  the 
fact  t ha t you  had out of the  o rig inal  $27,799,000 an un liq uida ted ba l­
ance of $23,208,000 in fiscal  1961.

Mr.  Gaud. Tha t is for  the  whole pro jec t.
Mr.  P assman. I am ta lk ing abou t the  whole pro jec t. So fa r as the  

books a re concerned, thi s is one p rojec t?
Mr. Gaud. Absolutely . I  ju st wante d to  be sure .
Mr. P assman. Then,  in 1962 you prog ram ed  an ad di tio na l $1 mil­

lion  fo r th e p rojec t ?
Mr.  Gaud. Tha t is corre ct.
Mr. P assman. That  was th e u nd ersta nd ing a t th e tim e ?
Mr.  Gaud. That  is correct.
Mr.  P assman. Which, according  to t he  books befo re us, would have 

brou gh t an unliq uid ate d am ount of $21,330,000 to the cre di t of the 
proje ct  at  the  time  of the p rinting of the  books ?

Mr.  G aud. Yes, sir.
Mr . P assman. I  was quest ion ing  as  to  why  you  would need an ad di ­

tio na l $2 mil lion  fo r fiscal y ea r 1963 in view of the  fac t th at  you ha d 
the  la rge u nl iqu idate d balan ce.

Mr. G aud. Yes, sir.
Mr.  P assman. That  led int o the  disc losu re th at  in Ju ne  you  had 

oblig ate d out  of th e con ting ency fund  fo r the proje ct  an ad dit ion al 
$23,700,000. Am I stat in g it  correctly ?

Mr. Gaud. W ith  one qualif ica tion , th at  I made the  disc losu re vol ­
un ta ri ly  a couple o f ho urs before.

I made it o ra lly  as soon as I  came back fro m lunch.  Yo ur fac ts are 
correct. I ju st objec t to th e ins inu ation.

Mr.  P assman. I am mak ing no  ins inu ation.
You did  in Ju ne ob ligate  $23,700,000 o ut  of  the  con ting ency fund ?
Mr.  G aud. That  is correct .

E FF ECT OF A F G H A N -P A K IS T A N  BORDER DIS PU TE

Mr. P assman. We were  to ld that  c ert ain  sh ipm ents fo r A fgha nista n 
ha d been held up  in Pa ki stan , and the Afg ha ns  closed the bo rder  and 
the n opened the  bo rder  in orde r to receive th at  ma ter ial . Is  th at  
cor rec t ?

Mr.  Gaud. Yes, s ir.
Mr.  P assman . You also sta ted th at  th is projec t was scheduled for  

com ple tion  in 1966.
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Mr. Gaud. Correct.
Mr. P assman. And tha t vou had funded it to completion out of the 

$23,700,000?
Mr. Gaud. Not quite. I think I also testified, sir, tha t the total 

cost of the project involved somewhat more than the $23.7 million 
added in June 1962; hut you are quite right we did add $23.7 million 
in June.

Mr. Passman. Did you fur the r state that  we wanted to procure 
the equipment, get it into Pakis tan, in position, so that if the border 
opened we could take it on into A fghan istan to finish the project?

Mr. Gaud. I did.
Mr. P assman. And it would be up to the Afghans, whether or not 

they opened the border and permit ted the aid to go in. Would that  
be a statement of fact ?

Mr. Gaud. They or the Pakistanis.
Mr. Passman. But the trouble has been with the Afghans opening 

the border. I think you said that yeste rday, did you ?
Mr. Gaud. Well, yes and no. This is a dispute between the two. 

The Secretary knows a little more about tha t than  I.
Mr. Talbot. If  I might speak to these-----
Mr. Passman. When I finish th is in terrogation, sir.
Then, did you s tate tha t i f we accumulated equipment there, and if 

the Afghans did not open the border, that  the equipment could be 
used perhaps in Pakistan  or in some other par t of that  area?

Mr. Gat d. I said tha t this  use of the equipment and materials was 
a possibility.

Mr. P assman. Which means, as it s tands as of this time, the entire 
project  is dormant?

Mr. Gaud. No, sir.
Mr. Passman. My reference is to the additional money for the 

equipment with the border  closed. You cannot get it in until the 
border is opened.

Mr. Gaud. We cannot get it in. The project is not dormant.
Mr. P assman. I am talk ing about the $23.7 million.
Mr. Gaud. The $23.7 million was committed in June and certainly 

none of tha t has gotten into Afghan istan or even to Pakis tan.
Mr. P assman. With  this large unliquidated balance you added to 

it out of the contingency fund $23,700,000, with the border closed, and 
you do not know whether what you procure with this money will get 
into Afghanistan or not ?

Mr. Gaud. Tha t is true.
Mr. Passman. It will depend on whether or not the Afghans, the 

recipients, will open the border to receive our aid, as they  did on the 
previous occasion.

I will yield to the gentleman from Arizona.

TOTAL COST OF PROJECT
Mr. R hodes. You made this contract on June  14 of 1961?
Mr. Gaud. Yes, sir.
Mr. R hodes. With in this consortium of contractors, there are some 

of the largest contractors in the United States?
Mr. Gaud. That is correct.
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Mr. R hodes. For somewhere near  $40 mill ion.  Is  th at  righ t?
Mr.  Gaud. Th e t otal  contr act  ?
Mr.  R hodes. Yes.
Mr.  Gaud. Yes. The tot al cost of the pro jec t, if yon inc lud e the  

expe nses  we h ave  to  pa y to the  Corps o f E ng ine ers  an d the  lik e, w ill be 
$50.1 mill ion.

Mr. R hodes. You ha d ob ligated only $27 m illion 1
Mr. Gaud. Excuse me, the  contr act  its elf  is $41.4 m illion.
Mr. R hodes. You  obliga ted  only  $27.8 mil lion  up  th ro ug h Ju ne 

of 1961?
Mr.  Gaud. For the whole pr oje ct,  yes, sir.
Mr . R hodes. H ow cou ld you  make a f irm  contract befo re you  ha d the  

fund s and  ob ligate d them ?
Mr.  G aud. We  d idn’t.

exercise of contract options

Mr.  R hodes. Som eth ing  is wrong here , Mr. Gau d. You say on 
Ju ne 14, 1961, you entered into a contr ac t. Yo ur  books show th at  on 
Ju ne 30, 1961, you had  obligate d only $28 m illion. The co nt ract  was 
fo r $41 million.

Mr. Gaud. I  am af ra id  my descrip tio n of the  fac ts was not  clea r.
The co nt ract  we ent ere d into, an d the only  obligation we undertook, 

was fo r segmen ts 1 and 2, $17 mi llio n-p lus . Th at  contr act  gav e us 
ce rta in  op tio ns  pu rsua nt  to whi ch at  a la te r dat e we cou ld bind  these 
contr ac tors to  do the  re ma ini ng  fo ur  segments.

In  Ju ne of  th is  ye ar  we did  ob lig ate  an ad di tio na l $23.7 mi llio n 
which was  enough  to cove r the  ta ki ng  up  of  those fo ur  opt ions .

Mr. Rhodes. Wh en d id  you exerc ise t he  opti ons ?
Mr. Gaud. We  dir ected  the  Co rps of  En gine ers to exercise  the 

opt ion s on Ju ne 6 of  th is  year.
Mr.  R hodes. As I understood the  contr ac ts the  op tio ns  are  to be 

exercised-----
Mr. Gaud. One as of December 14, 1961, one as of Marc h 14, 1962, 

and the othe r as of Ju ne 14 of  th is  yea r. E ig ht  da ys  before th at  
last op tio n exp ired, on the 6th  of Ju ne , we asked th e Co rps of E n ­
gineer s to exercise the opt ion s so th at  these  fellows  wou ld be bou nd 
to b ui ld  the whole road.

Mr. Rhodes. Do these contr ac ts provide fo r the  Uni ted State s 
to f ur ni sh  equ ipm ent  fo r th e co nstruction  of th e ro ads ?

Mr. Gaud. The y do not.
Mr . R hodes. W ha t ar e we taki ng  over i nto  Af gh an is tan ?
Mr. Gaud. The contr ac tor s are  tak ing over th ei r equ ipm ent . Th ey  

are  ta ki ng  over—a rou gh  bre akdown  will  show  th a t th is  co nt ract  
covers abou t $16.3 mi llion wo rth  of  eq uipment, cu lver t pipes , r einforc­
ing  rod s, and the like,  $2.7 mi llio n wo rth  of  asph al t, $1.2 mi llio n 
wor th  o f cement, $7.5 milli on w or th  o f pe tro leu m,  oil,  a nd  lub ric ants.  
Those  are  the  ma ter ial s wh ich  are covered  by the contr act . Tho se 
figure s a re th e best estim ate  I  can make.

Mr. P assman. You  ha d these options at  the tim e th is  book was 
print ed  ?

Mr . Gaud. Yes; we did.
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Mr. Passman. And you estimated at tha t time you would need $2 million ?
Mr. Gaud. Tha t is correct.
Mr. Passman. The entire discussion yesterday afternoon was built 

around the fact that  the border was closed and we had to take ad­
vantage of the fact that it might be opened, and we wanted to have 
the material  in position, in case the  Afghans opened the border, to move it on in.

Then, jus t about the time we were getting ready to conclude, I think  
the Assistan t Secretary, who is present, said, “Well, there is another 
reason, too.” Tha t came as an afte rthought of the main reason.

USE  OF CONT INGENCY FU ND

That, is when we got into the second phase of the discussion about 
the fact we could save money, or we would have to renegotiate.

TOTAL COST OF PROJECT

We are dealing here with a total  of some $50 million for the project?
Mr. Gaud. Roughly tha t, yes, sir. The estimated cost of the whole project  to completion is $56.8 million.
Mr. Passman. And the several options involved show tha t the 

most it could cost if you got the most unfavorable option would be an additional $800,000 ?
Mr. Gaud. Th at is r ight .
Mr. P assman. It  could stop a t $100,000 or $200,000 or $300,000, but the worst would be $800,000, which would, in all probability , not be 

the  best excuse for pull ing out of the contingency fund $23,700,000 
to add to an  unliquidated sum of $21,300,000 when it  is a project that will not be completed until 1966.

I jus t do not thin k it was the intent of the Congress ever to give 
the  executive a contingency fund, supposedly for emergencies, to  be used for  such purposes.

You are dealing with a country which leans heavily toward  the 
Russians, and we are no longer in with any type  of mili tary  aid pro­gram.

The will decide whether  or not to open the border  to receive our 
aid, and on the basis tha t they  may open the  border  to receive the equipment, we want it on hand so we can take  it on in ; and, if Af­ghanistan does not open the  border we will use the mater ial in Pak i­stan or elsewhere.

If  we are  obligating a contingency fund on th at  basis, I cannot see 
the justification for it, especially when these options which could l)e 
exercised late r may cost us $100,000 on approx imately a $57 million project, and  the most it could be would be $800,000, with the possibility 
that you will never utilize the additional money but  will have to dis­pose of this equipment in Pakis tan or  elsewhere.

Mr. Gaud. Sir, I have not yet made myself clear on the interpreta­tion of this contract.
The contract provides tha t if we exercise p rior to December 14 the figures would be as I said. I went th rough  them all.
I f  we exercised prior to March 14, th at is between December 14,1961 and  March 14,1962, there was a penalty of $400,000.
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Then if we exercised between March 14 and June  14,1962, there was 
an additional penalty of $400,000.

COST OF CONTRACT REN EGO TIA TIO N

However, as of June 14, 1962, all bets were off. We were advised 
by the Corps of Engineers tha t if we decided afte r that date to go 
forward with the project, it  would cost many millions of dollars more 
than  this contract  price to do the job.

I j ust want to have tha t clear.
Mr. P assman. By the same token, when you advertise for new bids 

there is a degree of uncerta inty about this as to whether any of the 
equipment will ever be moved into Afghanistan ?

Mr. Gaud. Yes, sir.

SIZE OF CO NTING ENCY FU ND  OBLIGATION COMPARED W IT H 
BUDGET ESTIM AT E

Mr. P assman. The very fact that you did d ip into the contingency 
fund with an unliquidated  balance of $21 million on hand,  and when 
you show that  the project will not be completed until 1966, if then , and 
there is a possibility tha t none of this equipment ever will get across 
the border—well, it is obvious tha t this  could undoubtedly have waited 
for a time when there were more certainties. Then, when we take into 
account the fact tha t all of these contracts were negotiated prio r to 
the prin ting  of this book—and even though you had those contracts 
available and knew about them—you wanted only $2 million, tha t 
makes your action all the more distu rbing.  You attempted to ju stify 
it on the basis that they might  close the border and while the border 
was open you wanted it in so you could finish the project.

It  was only as an afte rthought  that  this contract came into question.

COST OF CONTRACT RENEGOT IATION

How do you know in awarding a new contract at some subsequent 
date tha t you would not get a better contract ?

Mr. Gaud. We relied in this, as you can see, all the way through, 
on the Corps of Engineers. They let this contract . I t is a fixed-price 
contract. They let it on competitive bidding. They entered into 
the contract for us.

They told us that if we let this June  14 option lapse it would cost 
a grea t deal more and they assigned three specific reasons for that.

One was increasing costs since the contract originally had been 
entered into.

Second, the  fact that  the border had been closed in the meantime 
and any bidder who bid subsequent to the closing of the border, not 
before as these fellows had, would add a large safety factor  in the bid.

Third, this particular  group of contractors, working for  the  Corps 
of Engineers, had the ir equipment there in the country. They would 
obviously be in a much better position to  bid than anybody else and 
you would not really have any competitive bidding.

Mr. P assman. Is it  a fact  tha t the additional cost, if i t should have 
materialized, would be on account of the uncer tainty  as to whether  the 
border would open ?
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Mr. Gaud. That would be par t of it. There were also increasing costs.
Mr. Passman. We shall accept the increasing costs as pa rt of it. The main facto r would be-----
Mr. Gaud. That would be part  of it.
Mr. P assman. You wan t to get the equipment there, and if  the bor­der is not opened we are out an awful lot of money.
Mr. Gaud. I would appreciate it very much i f you would let the Secretary tell why-----
Mr. Passman. Have I made a statement of fact? The reason the contract would be higher is tha t there  would be an element of gamble ?Mr. Gaud. The Corps of Eng ineers assigned t ha t as one of the three reasons why it would cost us more to renegotiate this contract  afte r June  14.

BACK GROUND ON AF GH AN- PA KI ST AN  BORDER DIS PUTE

Mr. Talbot. The decision to take an action which would pick up this thi rd option before the option expired was taken as a result of a policy judgment , and this policy judgm ent related to our relations with Afghanistan .
As you know, sir, the relations between Afg hanistan and Pakis tan have been complicated, owing to historical factors. There are tribes which are unde r limited  central government  ju risdiction on both the Pakistan side of the border and on the Afgh an side of the border.The border between Afghanistan  and Pakistan was drawn in 1893, after the B ritis h had been there  and had fough t the  Afghans.
(Off the record.)
Mr. Talbot. In 1947, therefore, when Pa kistan was established, the Afghans made certain claims that members of these tribes living on what we regarded as the Pakistan side of the border should have the opportuni ty to seek independence. This was called the Pushtoonistan issue because the people who lived there are the Pushtoons, and it  has affected relations between these two countries since 1947.Mr. F ord. How much terr itory is involved ?
Mr. Talbot. The amount of terr itory has not been precisely de­fined. Roughly speaking, it  is the terr itory west of the Indus River.Mr. P assman. Regardless of the area, the  dispute is serious ?Mr. Talbot. Yes, sir.
Mr. P assman. The squabble has been going on for a long time?Mr. Talbot. Yes, sir;  since 1947.
In  1955-56 this dispute welled up and the border was closed, owing to an immediate dispute between Pakis tan and A fghanistan.
(Off the record.)
Mr. Talbot. As a result  of internatio nal efforts the border was reopened, and again Afghan istan  had access to the markets of the free world, and then from 1956, when the border was reopened, until 1961 the bulk of Afghanis tan’s trade was in the direction of free-world countries  through Pakistan .
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SECOND CLOSING AND OP EN ING OF AF GH AN -PAK ISTA N BORDER

Mr. P assman. I s it not true tha t it was a decision to be made by 
Afghanis tan as to whether the border would be opened in order  to 
receive our aid?

Mr. Talbot. In 1955-56 or in the later  one ?
Mr. P assman. The aid which was held up at the border this year. 

Was it Afghanistan’s decision as to  whether to open the border to let 
the aid go on in ?

Mr. Talbot. On August 23, 1961, Pakis tan asked Afghanis tan to 
withdraw its consular and trade agents, and Pakistan withdrew its 
consular and trade agents from Afghanistan.

I had been in Afghanistan  jus t 1 week before that . I talked  with 
our Ambassador there  and members of the Embassy staff, and I  talked 
with members of the Government of Afghanistan.

The estimate of our Embassy was tha t (off the record) the Afghan 
Government had gotten more interested in development, and tha t our  
efforts were (off the record) bringing  good resul ts and reducing the 
tension in that fro ntier area.

(Off the record.)
Mr. Talbot. Ear ly in September 1961 diplomatic relations were 

broken off.
To us this was a matter  of  grave concern (off the record).
We sought ways to b ring these two countries  together.
(Off the record.)
Mr. Talbot. Fina lly, in Jan uar y, afte r fur the r diplomatic efforts, 

the Afghan Government made the decision, with the agreement and 
concurrence completely of the Pakistan Government, t ha t for a period 
of 8 weeks those aid goods which had piled up in Pakistan should be 
permitted to come to Afghanis tan.

Mr. Passman. Afghanis tan was the recipient  of the aid?
Mr. T albot. Afghanis tan was the recipient.
Mr. Passman. Aft er Afghanistan  opened the borde r for the aid 

supplies we ha d stacked up, tha t took 8 weeks for  i t to  get across the 
border?

Mr. Talbot. They agreed to this, and Pakistan agreed.
Mr. P assman. Pakistan had previously agreed to it. I t was 

Afghanistan  which made the decision to  open the border for 8 weeks 
to let the aid that  had stacked up get in ?

Mr. Talbot. (Off the record.) There were special arrangements  
tha t had to be made durin g these 8 weeks.

Mr. Passman. I s it not true  tha t the final decision was made by 
Afghanistan  to open the border so tha t the accumulated aid ship­
ments could move into Afghanistan—they were the recipients—and 
afte r the transfers had  been completed, then the border was closed 
again ?

Mr. T albot. The facts  of the case are we had negotiated with both 
the Government of Pakistan  and the Government of Afghanistan , 
they had both agreed to special arrangem ents whereby expediters 
could come in for this 8-week period; yes, sir.

Mr. Passman. But it was Afghanistan that made the last  decision 
to open it up ?

Mr. Talbot. There was a whole series of decisions.
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Mr. Passman. I will not press the point. It  has been testified to 
tha t it was A fghanistan which finally opened the border to let the 
supplies come in, and then the border was again closed.

I yield to Mr. Andrews.

A FG H A N  TRAD E AG EN TS

Mr. Andrews. You mentioned trad e agents. What do they have 
to do with this program ?

Mr. Talbot. I mean government officials.
Mr. Andrews. I assume Pak istan is willing for this  program to 

go forward in Afghanis tan because of the fact that they let you 
transpor t the m ateria ls throu gh thei r country righ t up to the border; 
is tha t right ?

Mr. Talbot. As you know, Afghanistan  is a landlocked country, 
its trade has come largely th roug h Pakistan. Traditionally th is trad e 
has been handled from the por t of Karachi  th rough  the  tr ans it spots 
of Peshawar and Chaman with the documentation being provided 
by certain  Afgh an Government officials, res ident in Pakistan,  called 
trade  agents. It  was these Afgh an Government officials tha t Pak istan  
asked to leave the  country on August 23, 1961. The dispute was over 
the question of whether Pakistan would permit Afghan trade  officials 
to return to Pakistan to handle as they had tradi tiona lly handled 
the traffic. Pakistan said, no, it would not permit these trad e agents 
to re turn  to Pakis tan. This  was the nature of the dispute.

Then, sir, if I migh t continue, aft er the period in which the  border 
was open for  8 weeks from Jan uar y to March 1962, there had been 
no resolution yet on this question of whether Afghan trade agents 
could r eturn to Pakistan to perform the ir tradi tional function.

(Off the record.)
Mr. Talbot. Therefore , we continued with the two governments to 

try  to find a basis on which they could agree to the reopening of the 
border and the handling of the transit trade through Pakistan  by 
Afgh an officials. These efforts have continued, sir. They have con­
tinued not only directly through U.S. agents  but also other interested 
countries with whom we were in contact. In  June  i t appeared to us 
tha t the prospects for a reopening of the border in the near future 
were reasonably good and  that, therefore, it was even more important 
than it  had been that we give Afgh anis tan the-----

Mr. Gaud. Did you mean to say June?
Mr. Talbot. May.
(Off the record.)
Mr. Talbot. Ear ly in May.
(Off the record.)
Mr. Talbot. We advised the Government of Afghanistan  tha t we 

would seek to continue our support to provide  additional outlets to 
the free world for Afghanis tan.

(Off the record.)
Mr. Talbot. The A fghans responded in a way which we regarded 

as favorable, and the decision was made to take up this third option, 
the last option we had. Almost all throu gh the fiscal year there had 
been these great difficulties. A decision was made to take it up so that 
we might  continue the program.

(Off the record.)
87 94 8—452—pt . 3----- 23
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US E OF AID MAT ER IA LS  STOR ED FOR  A FG H A N IS TA N

Mr. Passman. Do you understand  tha t there is some question about 
whether or not, if you accumulate this machinery on the border, it 
will actually ever go into Afghanistan?  Is there a question about 
it?

Mr. Talbot. Yes, si r; there has been a question.
Mr. Passman. Is it your understanding that  if it does not go in, 

it may be utilized in that  area, maybe in Pakistan or elsewhere?
Mr. Talbot. There would be that possibility.

ADEQUA CY OF FU NDS AV AILA BL E W IT H O U T  U SIN G  CO N TI NGEN CY FU NDS

Mr. Passman. Do you agree tha t with $21,330,000 on hand, un­
liquidated, you could have continued certain segments of this pro j­
ect in at least a reasonably satisfactory manner until this situation 
might have jelled ?

Mr. Talbot. This is a technical matter tha t Mr. Gaud could tes­
tify  on.

Mr. Passman. Mr. Gaud has already said it would take to 1966 to 
complete the project. But you certainly have on hand $21,330,000 
in unliquidated funds. You only asked for a million dollars to be 
added to it last year. You are asking for only $2 million to be added 
to it this year. It has been agreed tha t this contract was entered 
into before the printing of these books, and they printed  these books 
for the committee to have some understanding of what you proposed 
to do. But, as you had disbursed only some $6 million, total, on the 
project, if those figures hold firm, since its inception, and tha t you 
had on hand, unliquidated, $21 million to continue all or some seg­
ments of the project, a reasonable showing could have been made with 
these funds. Would that be a fair statement?

Mr. Gaud. I think it would.
Mr. P assman. Mr. Rhodes?

BR EA KD OW N OF M ATE RI AL SE NT TO AFG H A N IS TA N

Mr. R hodes. Wha t aid was this that  the border was opened to 
receive ?

Mr. Gaud. U.S. aid.
Mr. Rhodes. I know, but what did it consist of ?
Mr. Gaud. We had in Pakistan, Mr. Rhodes, roughly 25,000 or 

26,000 tons of material. This included a great deal of machinery 
and equipment, POL, cement, asphalt for this  road project, and other 
projects. It included material for the construction of airports. It  
included material for construction of Kabul University. It  included 
a host of o ther material for other projects which were ongoing proj ­
ects in Pakistan. There  was also a great deal of Public Law 480.

Mr. R hodes. It  did not have onlv to do with this project?
Mr. Gaud. No.
Mr. Rhodes. Were there machines and equipment which would be 

used on this project ?
Mr. Gaud. Yes.
Mr. Rhodes. The machines and equipment were the proper ty of the 

contractor in the United States?
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Mr. Gaud. Tha t is right.
Mr. R hodes. They could not technically be called aid, then ; could 

they ?
Mr. Gaud. That was a question that came up in the discussion be­

tween our Ambassador and the Afghanis tan Government in tryi ng 
to work out—and also the Pakis tan Government—in try ing  to work 
out this 8-week truce. We were very careful to have the thing worded 
so it would include not only U.S.-owned goods but goods owned by 
contractors that  were to be used on U.S. aid projects.

US E OF  MA TERIA L STORED AT BORDER

Mr. Rhodes. When you testified that  th is p roperty, if not delivered 
could be used in Pakistan , I presume tha t you were talk ing about 
property to be used on this project?

Mr. Gaud. Of course, the chairman has spoken of this as a possi­
bility, that it could be used in Pakistan. Tha t is the  way I described 
it because this property  is the property of the contractors, not the 
prope rty of the U.S. Government.

Mr. R hodes. Then you do not know whether it would be used here 
or not. The contractors would decide that.

Mr. Gaud. Pakis tan?
Mr. Ri iodes. Yes.
Mr. Gaud. Of course; I do not.
Mr. P assman. It  was only a fter you suggested th at it may be used 

in Pakistan-----
Mr. Gaud. As a possibility.
Mr. P assman. As a possibility, that we examined on it ?
Mr. Gaud. Quite right , sir.
Mr. P assman. It  was not my idea to suggest it. I t was a followup 

to your suggestion.
Mr. Gaud. I quite agree.

PURPO SE OF TRAN SIT  PROJECT

Mr. R hodes. This is probably a question for the Secretary. Mr. 
Secretary, since these people have a long history  of truculence  one 
toward the other, hostility  if you will, why do we build a road to help 
them fight each other a littl e bit  better?  As a ma tter  of military 
logistics, if these people do not have a road, then they probably  will 
fie-ht in small bands and maybe company-size echelons. You build 
this road in there and you will have them fighting in divisions.

dust what sense is there to this kind of a thing? I presume we are 
trying to keep the peace and yet we are bring ing people close to­
gether  who hate each other.

Mr. Talbot. The purpose of this road and other roads in Afghanis­
tan is to give them the opportunity to build up the ir economy, to build 
up the kind of admin istrative and governmental machinery which 
will enable them to become a more nearly modern nation. This is a 
country with no railroads, this is a country with very few roads until now.

I would submit, sir, that building roads in France did not have a lot 
to do with tensions in Europe. The roads  are fundamentally and basi­
cally used and are essential to the growth of the economy. If  Afghan-
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istan is to get to a more modern stage, this is one of the most important  
aspects of it all.

Mr. Rhodes. Let me submit to you, s ir, if it were not fo r the net­
work of roads in France tha t instead of having people fighting  in 
armies, you might be having  them fighting in company-size s trength 
or cavalry engagements. I do not think your point is well taken.

My point is if you want to st art  a great big war over there,  the best 
thing to do is build this road. If  you want to keep i t to borde r in­
cidents, a little  blood being let instead of a lot of blood being  let, I  
think the best thing to do is forget  the whole thing.

ST AT US  OF T R A N SIT  PROJE CT

Mr. Gaud. This road  is entirely in Afghanistan , this Kabul-Kanda­
har road.

Mr. Rhodes. It is going somewhere.
Mr. Gaud. Between the two biggest cities in Afghanistan.
Mr. Rhodes. I am reading from the project here. As I  understand 

from reading the proj’ect, the ultimate intention is to connect Kabul,  
Afghanistan , to Pak istan’s North Western Railway.

Mr. Gaud. There are already roads between Kabul and Pakistan 
and between Kan dahar and Pakis tan. This projec t does include im­
proving  the road from Kan dahar to Pakistan and connecting a very 
short railway link, but this contract we are talkin g about, $23.7 mi l­
lion, is entirely  for the Kabul-Kandahar road, which is an interna l 
road which has to do prim arily  with the development of Afghanis tan 
itself internally.

Mr. Rhodes. On page 521 you have this. I agree tha t what you 
have said is true fo r the first segment of the project.

Mr. Gaud. All six.
Mr. Rhodes. Wa it a minute. You have paved the K andahar Spin-  

Baldak Road.
Mr. Gaud. Yes.
Mr. Rhodes. You are construc ting the bridge over the Tarnak 

River, constructing the extension of the Pakistan  North  Western 
Railway from the Pakistan border to Spin-Baldak and termina l 
facilit ies a t Spin-Baldak. Is all this in Afghanis tan ?

Mr. Gaud. No, sir. As fa r as this contrac t we have been talk ing 
about is concerned, i t does n ot refer to the Spin-Baldak part.

Mr. Rhodes. Do you mean you are not going to build any more of 
this  project than the amount you have contracted for?

Mr. Gaud. We have already committed all funds  for the Kanda­
ha r Spin-Baldak Road. I t is practically finished.

Mr. R hodes. You are n ot going to do anything in this p roject other 
than the amount you have already contracted for?

Mr. Gaud. The Kabul-Kandahar Road and the expenses we have to 
pay for the Corps of Engineers, those are the only remaining fund­
ing ; tha t is correct, sir.

Mr. Rhodes. Fo r the contract, but what  about the rest of this?
Mr. Gaud. The contrac t fo r the road  between K andahar and Spin- 

Baldak, the funds  for that have been appropriated  in prio r years.
Mr. Rhodes. Has this road  been built ?
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Mr. Gaud. Yes, sir. Actually , there was a road there. It  was 
improvement of an existing road. That bridge over the Tarnak 
River  is on tha t road.

Mr. Rhodes. I see. So this real ly is the last segment of the project?
Mr. Gaud. Yes, sir.

TOTAL COST OF PRO JECT

Mr. Passman. What was the  total  cost of all the segments of this 
project, as listed on page 521 ?

Mr. Gaud. The total  cost is $56.8 million.
Mr. P assman. $56.8 million ?
Mr. Gaud. Mind you, this is past, present, and future ; this is the 

works.
Mr. Passman. I  am ta lking about the  tota l cost of all the segments 

of this overall project, as listed on page 521 of the justifications.
Mr. Gaud. Yes, sir.
Mr. P assman. $56.8 million?
Mr. Gaud. Yes, sir.
Mr. P assman. What is the total of unliquidated funds  to the credit  

of all segments, including the $23,700,000 ?
Mr. Gaud. That figure we had yesterday. I do not recall it. It  

is $23,208,000-plus.
Mr. P assman. Is  it $45,000,030 ?
Mr. Gaud. Roughly that . I cannot give an exact figure.
Mr. P assman. Fo r what purpose is the other $12 million ?
Mr. Gaud. 1 do not get your $12 million, Mr. Chairman, 1 am 

sorry.
Mr. Passman. I am su btracting one from the other.
Mr. Gaud. There were some funds for which we have not yet asked 

appropriation. Those funds are for the Corps of Engineers.
Mr. Passman. How much have you disbursed in total ?
Mr. Gaud. I believe tha t we have disbursed through June 30, 1962, 

$10 million.
Mr. Passman. This project is only 19 percent completed, if you 

take  the overall, all segments of it ?
Mr. Gaud. In  terms of expenditures; that  is right.
Mr. Talbot. Mr. Rhodes, i f I might  respond fur ther to your ques­

tion, you understand,  sir, tha t these roads have existed for quite a 
long time, through history.

Mr. Rhodes. I unde rstand that , Mr. Secretary,  but I also under­
stand  if you are going to make a highway better, it is easier to get 
milit ary equipment over it.

IM PO RTA N CE OF  PR O JE CT

Mr. Talbot. Yes, si r; it is. At  the same time, these are the roads 
by which Afghanis tan’s links with the West are  maintained.

(Off the record.)
Mr. Talbot. Therefore, the effort is here to make these links as 

strong  as possible.
(Off the record.)
Mr. R hodes. May I  ask you this  ?
(Off the record.)
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Mr. T albot. It  is our judgment tha t the Afghans, who historically 
have sought to balance their position between the power to the north 
and the power to the south, are still extremely eager to maintain the ir 
independence.

(Off the record.)
Mr. T albot. We believe continued access to Western nations is the 

best, assurance bv which their  independence will be maintained.
Mr. Rhodes. Tha t is a matter of opinion. I will not argue with 

you about it. You are certainly in a position to have a much more 
educated guess than I, and I hope you are right.

AL LO CA TIO NS  FRO M CONTI NGEN CY FU N D  IN  J U N E  1 9 6 2

Mr. P assman. Looking over this list, we find only eight allocations 
out of the contingency fund on June 30, just  before you closed the 
books; the Treasury closed their  books on the 29th to pinpoint the 
accuracy of the anticipated deficit.

Only e ight items on June 30, the day afte r the Treasury closed its  
books. For your records, let it be June  30. The United Nations E x­
panded Technical Assistance and Special Fund, $5 million. This is 
a contingency, additional money to the United Nations to offset any 
reductions made last year.

Mr. Gaud. You were not suggesting tha t the allocation for the 
Afgh an project was made on June 30 ?

Mr. Passman. No, sir, I did not say that. It  was made in June. 
If  I listed all of .Tune, i t would take too much time. I mention only 
that, you had eight allocations on June 30, and there is no relationship, 
we hope, between this project and this United Nations Expanded 
Technical Assistance.

Mr. Gaud. There is not.
Mr. P assman. T wanted to show you how the contingency ac­

count—
Mr. Gaud. This money was taken from the contingency.
Mr. P assman. We never got the date. When did you enter this 

allocation ?
Mr. Gaud. June  13, in pursuance of a commitment made on May 4. 

.Tune 13 is right,  is it not?
Mr. Tennant. Yes.
Mr. 1 ’assman. All of that was subsequent to the contract and sub­

sequent to the printing of the book ?
Mr. Gaud. No question about it.
Mr. I’ assman. I wanted to indicate that, on the last day of June 

they had to start cleaning out the contingency account. It runs up 
close to $30 million ,and they had to throw in an additional $5 million 
to the United Nations Expanded Technical Assistance and Special 
Fund to make the thing balance out. I think  the account is being 
grosslv abused.

Mr.’Ford?
Mr. F okd. Do I understand the contract I now have in my hand 

is a firm agreement between the contractors and the Government ?
Mr. Gaud. Yes, sir.
Mr. F ord. The options that make it a tota l contract have now been 

exercised ?
Mr. Gaud. That  is correct, sir.
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TO TA L COST OF  PR O JE C T

Mr. Ford. The tota l contract figure is $56,800,000?
Mr. Gaud. No, sir. We are confused again between this  pa rticular 

contract and the entire  project. The enti re project, as described in this 
book, includes also the Kandahar-Sp in-Baldak road and also the rail  
spur. The contract price is $41.4 million. There  will be additional 
expenses to complete that contract consisting of what we have to pay 
the Corps of Engineers, also some surplus Army equipment which was 
provided to the contractor.

Mr. F ord. Will  you put  in the record the definitive amount of th is 
contract, with the contractors, and any addit ional  costs such as those 
you enumerated a minute ago, so we have, some place, as of this date, 
the precise cost of this por tion of the project.

Mr. Gaud. Yes, sir.
(The in formation follows:)

D eta il s  on  K ab ul -K a ndahar  R oad Con tr ac t

A con tr ac t w as ex ec ut ed  on Ju ne  14, 1961, be tw ee n th e  U.S . Arm y Cor ps  of 
E ng in ee rs  an d A fg hanis ta n  H ighw ay  C on st ru ct io n (A H C )1 fo r co ns tr uct io n 
of  tw o ou t of  si x se gm en ts  of  th e K abul- K andahar R oa d a t a  co st of  $17,704,- 
835.42 . The  con tr ac t in cl ud ed  th re e  op tion s fo r th e  Cor ps  of  Eng in ee rs  to 
ex er ci se  fo r th e  co nst ru ct io n  of  th e  re m ai nin g fo u r se gm en ts  of  th e  ro ad . On 
Ju n e  6, 11X12, A ID  au th ori zed  th e Co rps of  E ngin ee rs  to  pi ck  up  th e  th ir d  an d 
fin al  op tio n,  w hi ch  w as  sc he du le d to  ex pi re  on  Ju n e  14, 1962, a t an  est im at ed  
co st  of  $23.7 mill ion.  On  Ju n e  7, 1962, th e  Cor ps  of E ngin ee rs  aw ard ed  seg­
m en ts  3, 4, 5, an d 6 to  A HC  a t a  c os t o f $23 ,643,276.

In  su m m ar y,  th ere  fo llo ws th e  to ta l est im at ed  co st  fo r const ru ct in g  th e Kab ul - 
K andahar Roa d,  in cl ud in g a tt ri b u ti n g  th e co st  of ce rt a in  comm on  se rv ices  
el em en ts  t o th e  ro ad  ove r th e  li fe  o f th e  p ro je c t:

Mill io n
AH C con tr ac t_________    $41. 4
Ken  R. W hi te , de sign  en gi nee r__________________________________________  1. 7
Exc es s eq u ip m en t______________________________________________________  2. 6
Cor ps  of Eng in ee rs  co st s________________________________________________  4. 4

T o ta l_____________________________________________________________  50 .1
1 A HC  Is a jo in t ven tu re  of  U.S . co nst ru ct io n  fi rm s co nsi st in g  o f : Om an  C onst ru ct io n 

Co.,  In c. , W ri gh t C ons truc tion  Co., R. P. F arn sw ort h  & Co., J . A. Jo nes C on st ru ct io n  Co., 
M or ri so n- K nu ds en  Ove rsea s,  In c. , and  P e te r K ie w lt  So ns  Co.

OPTIO N S I N  CO NT RA CT

Mr. F ord. Are there any escalation clauses in this contract ?
Mr. Gaud. There are not, other than-----
Mr. F ord. None whatsoever ?
Mr. Gaud. Let us make sure I am not misleading you. I think I 

described the  contract before you came in the  room. The only thing 
that  migh t be called an escalation clause is thi s:

This contract,  with its original price of $17 million-odd, covered 
segments 1 and 2 of the  road. The contract fur the r provided that the 
Corps of Engineers, which was acting for us here, had certain options 
purs uan t to which it could bind the contractors to build segments 
3,4,5 , and 6.

The price of taking up those options varied, depending on when 
you took them up. Fo r example, if you took up the options prio r 
to December 14, 1961, there was a fixed price for  each option stated
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in the contr act . I f  you took  it up  betw een December 14, 1961, and  
March 14,1962, it  cos t you $100,000 more o n each of the  fo ur  segm ents . 
Then if  you took it up  between Ma rch  14, 1962, an d Ju ne 14, 1962, i t 
cost you  ano the r $100,000 on each o f the fou r segments.

Mr. F ord. I f  you too k it up  af te r Ju ne  14, wh at?
Mr.  Gaud. We ha d ha d it. We  ha d no ri ght un de r the co nt ract  to 

tak e i t up af te r Ju ne  14. I f  we de cide d, if  we did  not exercise th e op ­
tions  p rior  to J une 14, i f we th en  de cide d to go fo rw ard and  b ui ld  seg­
ments  3, 4,  5, an d 6, we had  to  renego tia te a new  co ntract  with  th is  con­
trac to r or  wi th  Tom , Dick , or  H ar ry . We were ad vise d by  the  Co rps of  
En gine ers tha t th is would co st m any  milli ons o f do lla rs more t ha n the  
Ju ne 14 op tio n p rice s f or  three reas on s: F ir st , i ncreased c osts since the  
da te of the execution of t he  co ntr act . Second, the f ac t th at  th e bo rder  
ha d been closed  would mean th at  any subsequ ent bidd er  would  ad d a 
lit tle som eth ing , let us sa y, to t he  co nt ract because of the r isk s t ha t h is 
wor k wou ld be in ter fered with. Thi rd , they p oin ted  ou t th at  th is  p ar­
tic ul ar  g roup  o f c ontracto rs had a lo t of ma chi ner y and  equip me nt on 
the grou nd  a lre ady and  w ould , t he refore , be in a m uch  b et te r pos itio n 
to bu ild  th an  an ybody else w ould . So, in fac t, y ou wou ld no t g et  com­
pe tit ive bidd ing and wou ld be at  the mer cy of  these peo ple  in any 
new negotiation .

Mr. F ord. Do we hav e a b ond  a rra ng em en t w ith  th e c on tra cto rs h ere  
so we get  fu ll perfo rmance with in the ter ms of th e con tra ct?

Mr.  Gaud. I  do not kno w the answ er to  th at . Th is is a sta nd ar d 
Corps  of Eng inee rs co ntr act .

Mr. Andrews. Will  th e gent lem an yield  ?
Mr. F ord. Surely.

RE SP ON SIBILITY  FOR LOSS BY  CONTRACTOR

Mr.  A ndrews. I f  the bo rder is closed and equ ipm ent  and sup plies 
cannot  be  moved in , t he re  is  bo und t o be some loss suffered by the con­
tra ctor.  Will  you be r espo nsib l e fo r that  ?

Mr. G aud. By w ay o f force m aje ure , so to sp eak  ?
Mr. A ndrews. Yes.
Mr.  Gaud. According  to  ou r law yer s, th is is a debatab le question. 

I t  is ha rd  to say.
Mr. Andrews. I  presum e th e contr actor s have men in Afg ha nistan  

rea dy  to go to work.
Mr. G aud. They do.
Mr. A ndrews. Th e only  reason  the y cannot go to  work is because 

they  do  n ot have  th e mate ria l and equip me nt necessary  to work wi th?
Mr . Gaud. Th ey  a re wo rk ing now, Mr.  Andrews.
Mr. Andrews. I  un de rst an d,  bu t when  they  deple te th e ma ter ial  

they  have, if  th at  bo rder is sti ll closed, wh at  will th e score  be then ?
Mr . Gaud. Then we ma y well be in a bin d. Th ey  may have  to 

demobil ize some of the ir  people,  m ay no t be  able to  go ahe ad wo rking , 
an d th is may r esul t in a dd ition al  cost.

Mr.  P assman. W ill  you y ield , Mr. F or d ?
Mr. F ord. Yes.
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PR OG RA M EFF ECT IF  BOR DER  R EM A IN S CLOSED

Mr. Passman. I t may be to our advantage to let this  thing expire 
if you are in tha t position. You said the very maximum we could 
lose under these options would be $800,000. If  you are being placed 
in position where su it could be filed, maybe i t would be to the advan­
tage of the U.S. taxpayer, as you have $21 million unliquidated on a 
going project , to let this matter expire, and renegotiate, because the 
border could be closed for  years ?

Mr. Gaud. This  depends on the major premise-----
Mr. Passman. The border could be closed for years ?
Mr. Gaud. It  could. This depends on the major premise from 

which you proceed. If  you proceed from the premise the  Secretary 
described, that  it was in our national  interes t to do everything we could 
to go forward with this project, then you go foward with it. If  you 
sta rt from another majo r premise, then obviously you get out of the 
contract. We come back to a policy decision.

BO ND  PROVIS IO NS FO R CO NT RA CT  P ER FO RM ANCE

Mr. Ford. Wil l you find out for the record if there are any bond 
provisions for  performance included in the contract and, if so, cite 
them and state them in the  record in terms of the contract.

Mr. Gaud. Yes, si r; we will.
(The information supplied follows:)

P erform anc e Bond P ro vision s—K abu l-K an da iia r R oad Contract

T h e re  a r e  n o  p e r fo r m a n c e  b o n d  p ro v is io n s  in  th e  K a b u l  to  K a n d a h a r  
R o a d  c o n tr a c t .

Mr. F ord. Assuming we wanted to develop a transporta tion  system 
or road system t ha t would permi t Afghanis tan to trade with other  
than the  Soviet Union or the Soviet bloc, what was so sacrosanct about 
this  road? As you pointed out, Mr. Secretary , Ira n is on the other 
side of the wedge, Ir an  appears to be friendly and cooperative. Why 
did we not explore the possibilities of a road to or th roug h I ran r ather 
than through Pakistan ?

M O VEM EN T O F M A TE RIA L T H RO U G H  I R A N

Mr. Talbot. We have  explored the possibilities of a road through 
Iran. Indeed, certain goods are now passing over tha t road. Because 
the two major  population centers of Afghanistan  are in the eastern 
pa rt of the country, the  actual tr ansp orta tion  expense of getting goods 
into thi s landlocked country appears to be somewhat less, in fact, sub­
stant ially  less, through the tra ditional route by way of Pakistan  than 
through the route  by way of Iran.

When goods come through Tran, they must be shipped up the 
Pers ian Gulf  to  Khorramshahr, then go by rail from Khorramshahr 
all the wav north of Ir an  to Teheran and then east to Meshed in Iran , 
and from Meshed they must be transferred to trucks and carried the 
rest of the distance across I ran and into Afghanistan to Hera t, and 
from H era t the very long distance to either Kabul or Kandahar . These 
routes through Ira n are longer, more difficult, the roads have not 
reached th e same level of maintenance. So the costs of ge tting  goods 
into this landlocked country are h igher when they go by this  road.
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We are proceeding with the shipment of some goods by tha t road 
to explore these costs and find out exactly what they are because 
quite recently an agreement was negotiated between Afghanistan and 
Ira n by which I ran  gave cer tain cost concessions to Afghanistan for 
shipments through Iran, and we are now exploring  the true  meaning 
of those cost concessions so we will have knowledge o f what the real 
costs are.

On any economic grounds, however, the tradi tional  access routes for 
Afghanistan  through Pakis tan remain the most economical. These 
roads are being built pa rtly  on th at basis. But, as Mr. Gaud said, the 
question of the Kabul-K andahar road is a different one because th is is 
the road tha t links the two major population  centers in the country. 
These are the two cities which would need to be linked so tha t modern 
trade  can expand regardless of  whether access from the outside world 
were through Pakis tan or through Iran.

Mr. Ford. I am assuming you want a transpo rtation system between 
these two major metropolitan cent el’s in Afghanis tan. I am not debat­
ing tha t. But  if you look at the s ituation from th is poin t of view, you 
have a most uncertain  situation, to say the least, in getting through the 
Pakis tan-Afghan  border. You have at least an optimistic situation, a 
going situation between Iran  and Afghanistan.

Mr. Talbot. Yes, sir.
Mr. Ford. It  may cost you more money to go it this way, but you do 

not face a roadblock that is certainly  perplexing.
Mr. Talbot. That  is correct, sir.
(Off the record.)
It  is for this reason th at for the last 5 or 6 months now we have 

been actively exploring the route in Iran.
Mr. Ford. I think it should be more actively explored.
Mr. Gaud. By actively, we mean engineering studies.
Mr. F ord. I would start digging some dirt. That might encourage 

them to be more realistic about this situation.
Mr. Talbot. I agree, sir.
Mr. F ord. Tha t is all.
Mr. Passman. A substantial milit ary aid program is going into 

Afghanistan  from Russia?
Mr. Talbot. Yes, sir.

SIG N IF IC A N C E OF  SOVIE T AND  U N IT E D  ST AT ES  AID TO A FG H A N IS TA N

Mr. Passman. Our aid would be termed economic aid ?
Mr. T albot. Yes, sir.
Mr. Passman. Wha t kind of situation will t ha t be, i f Russia keeps 

building Afghanistan  up from a milit ary standpoin t and we keep 
building them up economically, and the  situa tion does not get better ?

Mr. Talbot. I f I may make several comments in response-----
Mr. Passman. Firs t, please answer my question.
Mr. Talbot. (Off the record.)
Mr. Passman. Would it  be an encou. agement to enlarge upon that  

dispute if Russia provides them military equipment and we give them 
the roads and bridges to move on ?

Mr. Talbot. (Off the record.)
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Mr. Passman. To enlarge upon any dispute  with its neighbors, 
with better roads and a stronger economy, with a modern army 
equipped by the Russians?

(Off the record.)
Mr. Talbot. May I  say that, if we get out of every ball game just 

because the Russians get into that ball game, we would soon be out 
of the ball park. This is a struggle on which survival of the United 
States depends. I would not assume tha t it would be argued that  
just because the Russians move into one of these competitive areas 
we should immediately withdraw. On the contrary , our strugg le is 
to save our way of life without war, if possible. To do it without 
war, we use these other instruments. One of the instruments by 
which we are seeking to save ou way of life  without  w’ar is the in stru­
ment of  assistance which would enable the country tha t wants to re­
main independent so to do.

(Off the record.)
Mr. P assman. They prefer Russian milit ary assistance, and Russia 

is training and equipping them ?
Mr. Talbot. Yes.
Mr. P assman. Does it indicate they know what independence means, 

if they are en tering  into that  kind of an agreement, with Russia a rm­
ing them ? At least, you could follow this  program with some degree 
of moderation. You do not have to rush in to see how much money 
you can spend.

It  fr ightens me that we have adopted, from the top echelon down, 
the idea that we have one thing people want, which is dollars, and 
since we are wealthy, we ought to keep giving  them dollars. That 
appears  to be our foreign policy.

Mr. Talbot. Our policy, sir, is not to be defeat ist in the face of 
Russian challenge.

Mr. Passman. Certainly we do not want to be defeatist, but we 
should proceed with some degree of moderation in this spending 
program.

Mr. Talbot. The contrac t we are discussing, sir, was signed quite 
some years ago.

Mr. P assman. T know it was signed, but you are looking for a way 
to try  to continue it. We are begging to get in, but they will not  open 
the door.

Mr. Natcher?

MO VEME NT OF STORED MA TERIA LS TO AF GH AN ISTA N

Mr. Natciier. Wh at system are you using to store the equipment, 
the materia l and Public  Daw 480 commodities that are now located 
in Pakis tan which ultimately are to go to Afghanistan  ?

Mr. Gaud. There are not any now, sir. Eve ryth ing was put over 
the border. The border was opened from Jan uary 29 to March 29. 
Everything we had in Pakistan  was gotten over there at that time. 
If  there is anyth ing in Pakistan  now, it is insignificant in amount 
because we have had a suspend order on shipping .

We took up these four  new options only last month. So nothing 
has been shipped under  them as yet.
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PU BL IC LAW 480 COMMOD ITIES TO AF GH AN IST AN

Mr. Natciier. You are certain, then, you have no Public Law 480 
commodities in Pakistan at the present time which ult imately  are to 
go to Afghanis tan ?

Mr. Gaud. That is true. As a matt er of fact, sir, during the time 
the border was opened we diverted some shipments from other coun­
tries and put them over the border into Afghan istan. We used up 
what was available and could be added for Afghan istan.

Mr. Natciier. Have you fulfilled all of your commitments to 
Afghanistan  from the standpoint of commodities, Public Law 480 
commodities ?

Mr. Gaud. Public Law 480 commodities?
Mr. Natciier. Yes.
Mr. Gaud. We have told the Afghans tha t we will not ship any 

more Public Law 480 commodities until  the border is reopened. We 
have told them i t is too expensive to ship it through I ran , th at we will 
not do it. They want it and need it but we have told them it is too 
expensive to ship it through Iran.

Mr. Natciier. Tha t is all, Mr. Chairman.

ASS ISTANCE for economic development plans

Mr. Passman. II ow much money do you have budgeted for assist­
ance to the countries in your area to draw up their  economic develop­
ment plans?

Mr. Gaud. I do not have tha t as a separate item, Mr. Chairman. 
We will get that for  you, sir.

M r.P  assman. Do you have it on any one item ?
Mr. Gat'd. You mean on any one country ?
Mr. P assman. Jus t give us a general idea. One of you may have 

it if you will just do a little research.
Mr. Miller. Will you repeat the question, Mr. Chairman?
Mr. Passman. How much money do you have budgeted for assist­

ance to the countries in your area to draw up the ir economic develop­
ment plans ?

Mr. Gaud. I have a figure under the heading of “Economic policy 
and planning’' which would go beyond the specific thin g you have 
asked for, and in this region we have programed $1,827,000 in fiscal 
year 1963 for what we call economic policy and planning. That 
would be partially spent in the way you suggest and par tial ly not.

Mr. Passman. This leads to a subsequent request for  the develop­
ment credit fund,  does it not ?

Mr. Gaud. Not necessarily.

JU ST IC IC AT IO N FOR SECTION 20  2 ( b )  PLAN S

Mr. Passman. Why do you want to draw up plans under section 
202(b) if it does not lead to requests for the  development credit fund?

Mr. Gaud. There are several reasons for wanting to draw up a plan 
in one of these countries. One of the princ ipal reasons is so tha t the
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coun try  w ill have a b et te r look  at its  own reso urces and so that  we can 
see to wha t ex ten t its  own resources  are  be ing  used  fo r it s own de­
velopm ent . Th ere is also  the m at te r of  in te rest ing othe r donor  
countri es.

Mr. P assman. W ha t o ther donor co un tries ?
Mr. Gaud. Mo st of  the aid  Ca na da  give s is by way  of gr an ts  and  

not loans.
Mr. P assman. W ha t do you  con sider a coun try  plan  ? Is  th at  no t 

one o f the th ings  to which we com mit  ourselves?
Mr. Gaud. Th e ter m “co un try  p la n” is som ewhat  diff erent. Here 

is the third 5 -ye ar p lan o f In di a.
Mr. P assman. You a re n ot  answe rin g t he  question.  You have unde r 

section 202 the au th or ity  to fo rm ulate or  to enc ourage  a co un try  to 
form ula te a p lan to w hich we do na te fund s, do you not?

Mr.  Gaud. Le t me look at sect ion 202(b ).
Mr. P assman . We  make a co mm itm ent  to  a plan , do we not ?
Mr. Gaud. Sec tion 202 does not me ntion  a plan  as fa r as I can  see. 

Sec tion  202(b ) mentions lo ng-te rm pl ans .
Mr. P  assman. Und er  any  sect ion do you  have au thor ity  fo r a plan  

to w hich  you  ma ke a com mitment ?
Mr. Gaud. We do have au thor ity  to make com mitments  to  su pp or t 

plans.
Mr. P assman. H ow much money do you  have in th is  budget to 

assi st tho se na tio ns  fo r whi ch you  may have a plan  in the makin g?  
You have a  pla n fo r P ak is ta n ?

Mr. Gaud. An d I nd ia .
Mr. P assman. H ow much do you hav e bu dgete d fo r those plans,  

specific ally  ?
Mr. Gaud. You mean to help  pr ep ar e those  pla ns  ?
Mr.  P assman. Yes.
Mr.  Gaud. No thi ng .
Mr. P assman. In  those tw o co un tries ?
Mr. Gaud. That  is correct.
Mr.  P assman. Do y ou have any  mon ey in th is  budget to assi st any  

othe r countr ies  to de velo p a p lan ?
Mr. Gaud. F or pu rposes  of  pr ep ar in g a co un try  pla n we have got  

some assi stance  in Afg ha ni stan . I  th in k th a t is all  in ter ms  of a 
co un try  plan.

Mr. P assman . That  was the  questio n I  ask ed you.
Mr. Gaud. I  t ho ug ht  you wante d to kno w wha t a coun try  p lan was, 

an d I thou gh t you  would  be in ter es ted  in loo kin g at  In dia ’s th ird 
5-y ear  plan.

V EH IC LES FO R A FG H A N IS TA N

Mr.  P assman. We asked y ou y ester day a bout th e num ber of  vehicles . 
Mr.  Gaud. For Afg ha ni stan  we ob lig ate d in fiscal ye ar  1957 fund s 

to  finance 443 trucks, and d ur in g fiscal ye ar  1960 we ob lig ate d fun ds  fo r 
150 buses.

Mr. P assman. Th is involves a total  of how muc h mo ney  ?
Mr. Gaud. That  wou ld be a  to ta l o f 593 vehicles.
Mr. P assman. I  am s peaking  of dollars .
Mr.  Gaud. Ju st  a mom ent,  sir , Mr . Ch air man . I  have  n ot got the 

break down  here. I  can ce rta in ly  get it.
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Mr. Passman. Maybe the Control ler could help us out. Do you 
have an v idea of the cost ?

Mr. Tennant. I do not have that  figure, sir.
Mr. Passman. Where did you procure the buses and trucks? Did 

you procure them in the United States?
Mr. Gaud. Frankly, this happened so many years before my time 

I do not know.
Mr. P assman. Mr. Controller, do you have any information as to 

where you procured them ?
Mr. Tennant. No, sir. We will have  to secure tha t for you.
(The information follows:)

I nf orm at io n  on  Ve h ic i.e s  for Afg h a n is ta n

F our hu ndre d and fo rt y- th re e tr ucks co st in g $1.7 mill ion in cl ud in g sp are  p a rt s  
wer e de liv er ed  to A fg ha ni st an  in ca le ndar  y ears  1958 an d 1959.

One hund re d and fif ty buses , co st ing $1.7  mill io n in cl ud in g sp ar e p a rt s  w er e 
de liv er ed  to A fg ha nis ta n in ca le ndar y ears  1961 an d 1962.

Bot h th e tr uck s an d bu ses w er e pro cu re d in  t he U ni ted Sta te s.
Mr. Passman. Do you have any unliquidated funds to the credit 

of this contract ?
Mr. Gaud. For the vehicles?
Mr. P assman. Yes.
Mr. Gaud. I thin k not.
Mr. P assman. Mr. Secretary, T hope our optimism will not com­

pletely break us. You do agree th at  we can go only so fa r if we are 
to avoid breaking America financially ?

Mr. Talbot. Yes, sir.
Mr. Passman. Thank you, sir.
Mr. Talbot. Thank you.
Mr. P assman. Mr. Lee, are you the assistant to the gentleman who 

just, left?
Mr. Lee. Yes. Mr. Talbot is Assistant Secretary.
Mr. P assman. You do not know whether you have any unliquidated 

funds on the vehicles? I do not believe tha t question has been 
answered.

Mr. Gaud. Yes. We have not.
Mr. P assman. You have not ?
Mr. Gaud. Tha t is correct.
Mr. Andrews. T assume the buses and trucks and spare parts men­

tioned on page 526 have been delivered.
Mr. Gaud. They have been delivered.
Mr. Passman. But you say you only delivered 150 buses.
Mr. Gaud. Tha t is correct. There were 150 buses and 443 trucks. 

The delivery of both has been completed.

SH OP AN D T R A IN IN G  FA C IL IT IE S

This  project includes not only buses and trucks, the actual vehicles, 
but  also the establishment of repair shop facilities, tra ining people in 
the repair and maintenance of vehicles, and so on, and there is s till 
some work to be done on tha t part  of it, what you might call the point 
4 part.

T his  pr oj ec t is  be ing te rm in ate d  a t  th e  en d of  fis ca l y ear 1963 be ca us e i t  is  
ex pe ct ed  th a t th e sh op s an d o th er in st a ll a ti ons w ill  be  bro ught to  a lev el  of 
re sp on sibl e self -su ffic iency.
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Mr. Gaud. Yes. Those shops are located on the outskir ts of Kabul. 
I have been there and seen them.

Mr. P assman. I think the record should show th at we have already 
held about 43 days of hearings, and we have covered less than  25 percent of the nations at this time. It  is positively impossible for 
us to go into the details of  every project and program in each of these countries. The time will just not permit it. I jus t want you gentlemen 
to understand that when I say tha t we plan to sta rt hearings in January next year, because that is what we intend to do.

So, unless there is objection from members of the committee, we shall have to skip over all kinds of projects.
Mr. Andrews. Mr. Chairman, could I  ask one more question about 

this road project?
Mr. Passman. Yes.

ST AT US  o r  AFG HAN RE GI ON AL  TRA N SIT  PR O JE CT

Mr. Andrews. As I understand, you have some $20 million worth 
of equipment and supplies tha t must be bought in the future?

Mr. Gaud. Tha t is righ t, sir.
Mr. Andrews. So if  you have no assurance tha t t ha t border will be reopened, do you plan to buy these supplies and equipment prior to the time the border is opened ?
Mr. Gaud. We are waiting  to see what will happen.
Mr. Andrews. In  the meantime what becomes of the contrac t and the contractor?
Mr. Gaud. The Corps of Engineers  has not yet given a proceed 

order to the contractor and the contractor, as we understand  from the 
Corps of Engineers, is perfec tly content with this situation.

Mr. Andrews. Then I  wi ll ask this question, because I am disturbed about this situation. Here  you have a contract and I am sure there 
is some kind of termination da te on it or penalty ?

Mr. Gaud. It  is a fixed sum contract, sir.
Mr. Andrews. The contractor has to be ready to perform?
Mr. Gaud. Yes.
Mr. Andrews. And if he cannot get the equipment and materials to 

work, it is for sure he cannot  perform the terms of tha t contract. Suppose tha t border is closed for a year and you have not bought any 
equipment and sent it over there, what is the score on th at point?

Mr. Gaud. It  is hard to  predict. I would guess it would depend on 
the political decision made by the policy side of the S tate Department. I would say one thing we migh t do is cancel the contract.

When the border was opened for 8 weeks in February  and March 
we got enough mater ial in there so tha t with the material  available the contractor will be able to "work several months more. And in this 
business, as Mr. Lee said yesterday, there is an element of calculated risk.

Mr. Andrews. Can you assure the committee tha t none of this money 
will be spent for mater ials or supplies until  t hat  border question has been settled?

Mr. Gaud. No, si r; I am not in a position to give tha t assurance.Mr. Andrew’s. Do you p lan to buy materials or supplies before that  border question has been settled ?
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Mr. Gaud. No decision has been reached on that.
Mr. Andrews. If  you buy them, where will you ship them ?
Mr. Gaud. They will be shipped through Karachi.
Though the Government of Afghanistan considers this one of the 

prime contracts in the whole country, we have emphasized th e point 
we will not ship this material in by way of Ira n because it  is too 
expensive and impractical, and tha t we will go fo rward with the con­
tract but the  materia ls should go through Karachi.

Mr. Andrews. I)o you or do you not plan to  spend any of tha t money 
for equipment and materials for t ha t contract  before the border ques­
tion is settled ?

Mr. Gaud. I am sorry, sir, I am not try ing  to duck. We cannot 
give you a definite answer. It  has only been 5 or 6 weeks since we 
exercised this option. We have high hopes the border will be opened 
very soon, which will obviate the necessity of making tha t decision.

KABU L, U N IV ER SIT Y  DEV EL OPM EN T

Mr. P assman. You have various and sundry  other contracts in 
Afghanis tan. You have, for example, an educational contract for the 
development of Kabul University ?

Mr. Gaud. Yes, sir.
Mr. Passman. When did you start this project ?
Mr. Gaud. I believe we started th is projec t in fiscal 1960.
Mr. P assman. You had obligations of $1,062,000 in 1961; and you 

finished the year with an unliquidated  sum of $1,008,000.
Mr. Gaud. Th at is right.
Mr. Passman. You spent $54,000 that year  ?
Mr. Gaud. I was in Kabul in February and by that  t ime the con­

struction of the univers ity was well along. As you know, there is a lag 
between the time the work is done and  we get the invoices. The con­
struction of the university is carried out under a separate project 
called educational facilities.

Mr. Passman. In  fiscal 1962 you estimated you would obligate 
$1,751,000, but you would have an un liquida ted balance of $1,899,000. 
Is th at figure holding firm ?

Mr. Gaud. I have no figures from Afghanis tan to tell you. We do 
not know. It  is too early to tell.

Mr. Passman. You say in your book that  you estimate you will have 
unliquidated $1,899,000 ?

Mr. Gaud. Yes.
Mr. Passman. However, you have no figures from Afghanistan  

so you do not know what the disbursements have been ?
Mr. Gaud. Yes.
Mr. Passman. ITow did you arrive  at the figure of $1,490,000 for 

fiscal 1963 without that  information ?
Mr. Gaud. This whole book was prepared in February or March.
Mr. Passman. Wha t amount did you have to the credit of this ac­

count as of the last date, Mr. Tennant ?
Mr. T ennant. The last figures would have been as of March.
Mr. P assman. What was the unliquidated amount ?
Mr. Tennant. I do not have that.
Mr. P assman. But you do have programed an addit ional  $1,490,000 

for fiscal year 1963 ?
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Mr. Gaud. Yes.
Air. P assman. You cannot say at this  moment whether it  is needed ?
Air. Gaud. Yes ; I can say we need it.
Air. P assman. You do not know how much is unliquidated?
You do not know how much they have spent?
Mr. Gaud. No, si r; not as of .Tune 30.
Mr. P assman. You have fo r contract services $1,129,000?
Air. Gaud. Yes, sir.
Air. P assman. Wh at kind of contract services ?
Air. Gaud. This is pr imar ily for teachers, an assistant dean and for  

administrative people in the university.
Air. P assman. It  has nothing to do with building the universi ty ?
Air. Gaud. That is right.
Air. P assman. Prac tically all of this goes for  part icipants, teachers, 

and technicians, except $229,000 fo r commodities?
Mr. Gaud. Th at is right .
Air. P assman. You do not know how much you need for the 

training ?
Air. Gaud. I  do not know.
Air. Passman. H ow much is the  projected estimate of the t rain ing 

cost?
Air. Gaud. $3,300,000 to the end of the project in 1967.
Mr. P assman. This could all be changed before you are through ?
Air. Gaud. I t could.

PU B L IC  SC HO OL  ED UC AT IO N

Air. P assman. Fo r public school education you have obligated, or 
plan to obligate, $546,000 in 1962, and your estimated unliquidated bal­
ance is $382,000 ?

Mr. Gaud. As of June  30.
Air. P assman. This  project is just getting underway ?
Mr. Gaud. That is right.
Air. P assman. Are these figures holding firm ?
Air. Gaud. AVe have no figures yet as of June  30.
Air. Tennant. They are due about this time.
Mr. Passman. But  you request an additional $1,771,000 for fiscal 

1963?
Air. Gaud. Yes, sir.
Air. Passman. This is about 300 or 400 percent greater than the 

amount obligated for this  project in 1962 ?
Air. Gaud. Yes, sir.

vocational education

Air. Passman. You have another education project for which you 
estimated obligations of $88,000 in 1961 and finished the year with 
$88,000 unliquidated, expenditures zero. You estimate obligations in 
fiscal year 1962 of $363,000, and you estimate as unliquidated, $310,000; 
but you are. stepping  this one up and asking for an addit ional $481,000 ?

Air. Gaud. Tha t is correct.
Air. P assman. Project tha t item to the completion date.

8794 8— 62 — pt . 3------24
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Mr. Gaud. The e stima ted  cost to  th e end  o f th e p ro ject  is $2,039,000.
Mr.  P assman. Do you  hav e th e same degree of un ce rta in ty  as  to th is 

one?
Mr.  Gaud. I f  by “unc er ta in ty ” you mean it  may or  m ay no t be ca r­

ried t o completion , the ans wer is “ Yes .” We are  a lwa ys fre e to cancel 
the  con tracts .

Mr. P assman. I  am speakin g of  t he  con ditions  i n th is  country .
Mr. G aud. I m isunders too d y ou r questio n.
Mr. P assman. Do you have the same deg ree of  un ce rta in ty  as to 

wh eth er the  Afgha ns  will open the  bo rder so we can ge t in wi th 
thi s a id ?

Mr. Gaud. No ; the  opening  of  the  bo rder is not im po rtan t as fa r 
as thi s projec t is concerned.

Mr.  P assman. You fly them  in, the teachers, and so fo rth?
Mr.  G aud. Tha t is righ t.
Mr. P assman. And  wh at abo ut the  equ ipm ent?
Mr. Gaud. We have two  possible alt ern ati ves. W e might  ca rry  

some th ro ug h Ir an  i f not in lar ge  volume an d some i tems we might  fly.
Mr. P assman. An d it migh t be th at  it would  not go in at  a ll ?
Mr. Gaud. Tha t is ri gh t.

COST OF PUBLIC SCHOOL EDUCATION PROJECT

Mr. P assman. A t t he  bo ttom of  p age  512, you have a n it em :
To  pr ov id e 12 d ir ec t- h ir e an d 5 con tr ac t te chn ic ia ns; p a rt ic ip an t tr a in in g  fo r 

38 A fg han s;  an d bu ildi ng  m at er ia ls , su pp lie s, and eq ui pm en t fo r co ns tr uct in g 
an d eq uipp in g p ub lic  sch ools.

That  is $1,771,000.
Mr. G aud. Yes. Tha t one would pr obably be delay ed.
Mr.  P assman. Th en  you ha ve  an ad di tio na l project .
Mr . Gaud. W hich  one are  you speak ing  of, sir ? We  h ave  covered 

voc atio nal  educa tion .
Mr. P assman. We  did no t get  the  proje cte d cost  of  the  pro jec t on 

page  512.
Mr.  Gaud. Th e projec ted  cost  to the end  is $2,760,000.
Mr.  P assman. Th at  is the  one th at  cou ld be d elayed  ?
Mr. Gaud. Yes.

EDUCATIONAL FACIL ITIES

Mr. P assman. An d you have an addit ion al pro jec t on page 514, 
edu cat ion al fac ilit ies .

You  came in to 1961 wi th un liq uida ted  funds of $2,739,000, you obl i­
ga ted $155,000 in fiscal 1962, b ut you had est imate d an un liquid ate d 
tot al of  $1,966,000 on Ju ne 30, 1962. Is  th at  figu re ho ldi ng  firm?

Mr . G at d. We  hav e no final Ju ne  30,1962, figu re, sir.
Mr. P assman. I s th e est imate  h oldin g firm as fa r as yo u know?
Mr.  Gaud. Th is is ou r estimate. We do not know what the fac ts 

are  as of th e moment.
Air. P assman. An d you  are  req uesting  a n ad dit ion al  $1,930,000 f or  

fiscal 1963?
Mr. Gaud. Yes.
Mr. P assman. Th at  is a ll fo r commodit ies?
Air. Gaud. Yes.
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Mr. Passman. That , too, could be held up ?
Mr. Gaud. There is no question about it.
Mr. F ord. Mr. Chairman, could 1 take about 3 minutes off the 

record to tell a story about something t ha t may be of interest in this 
connection ?

Mr. Passman. Surely.
(Discussion off the record.)

feasibility of program

Mr. Passman. The experience indicates tha t our AID people get 
into a country , f riend or foe, and they are not satisfied to put in two 
or three good projects. They have got to star t jus t about every 
type of project the mind of man can conceive. We run through this 
book on Afghan istan and, with all the uncertaint ies, you find project 
afte r project afte r project. It  is not fai r to you and it is not fai r 
to Congress and not fai r to the taxpayers tha t we do not have the 
time to go over all of these projects. We could not even skim through 
them and get th rough in 2 months. I jus t do no t know how we can 
bring th is under control.

Mr. Gaud. It  might  be worth  noting tha t the literacy rate  in Af ­
ghanistan is 5 percent.

Mr. P assman. Then you are put ting  money into  a bottomless pit.  
I am beginning to unders tand what Secretary Dillon meant when he 
said we were engaged on a 30- or 40-year program. However, I do 
not believe that  our resources can last tha t long. You know the situa­
tion we are in, but still you go in and try  to cover the  waterfront.

Mr. Lee. Mr. Chairman, could I say a word on the subject of 
education before you leave it  ?

Mr. P assman. What  was the literacy rate when you started this 
program in Afghanis tan ?

Mr. Gaud. I do not know.
Mr. Passman. It has not gone down any, has it ?
Mr. Gaud. The literacy ra te?
Mr. P assman. Yes.
Mr. Gaud. I hope not.
Mr. Passman. We find in some countries where we put the most 

aid there has not been as much as one-quarte r of 1 percent change 
in the GXP, and I  do not know tha t there  has been any change in the 
literacy rate. You are pouring money into a bottomless pit.

Mr. Secretary,  I yield to you.
Mr. L ee. I want to talk about education. I am not fami liar with 

the project Mr. Ford  spoke of. I think it is very regrettable. I 
will be glad to look into it.

AID FROM OTHER SOURCES IN  EDU CATION FIE LD

However, I do know from my personal experience and contacts 
with people in Afghanistan , and my knowledge of the  situation,  that  
the line of reasoning the Secretary  was g iving with respect to the 
border situation  applies also in the field of education. They are 
receiving aid from the north.

Mr. P assman. By “nor th” you mean from the Russians?
Mr. Lee. Yes.
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Mr. Passman. When you say from the north, people reading this 
record migh t not know what  you are talking about. You are talking  
about the Russians.

Mr. Lee. The Russians are eager to provide educational assistance 
to them.

Mr. Passman. Why do you not let them do it ?
Mr. Lee. The Afghans in general do not want it.
Mr. Passman. They want Russian guns and tanks and airplanes  

and experts to train  them how to carry  on war, do they not?
Mr. Lee. But it is important tha t these people have the educa­

tional background that stems from the free world.
LITERACY RATE IN  AFG HANISTAN

Mr. Passman. We go back to 1959 and we are considering 1963. 
Tha t is 5 fiscal years. What is the literacy ra te today ?

Mr. Gaud. Five percent, I  think.
Mr. P assman. On tha t basis it will be a 100-year program.
Gentlemen, we shall recess until 1 :30 p.m.

AFT ERNOON SE SS IO N

Mr. P assman. The committee will come to order, and then we shall 
take a brief recess in order  to answer a roll call.

(Brief recess taken.)
Mr. Passman. Let us resume, gentlemen.

Ceylon

The next country we shall discuss will be Ceylon. In  fiscal 1962 
you had a planned program there  of $1,500,000 ?

Mr. Gaud. Yes, sir.
Mr. P assman. Did that  hold firm ?
Mr. Gaud. No, sir, it was reduced to $1.3 million.
Mr. Passman. What amount are you requesting for  fiscal 1963 ?
Air. Gaud. For  fiscal 1963 we are requesting-------- .
Mr. Passman. Are we dealing entirely with the development grant 

portion of the program now ?
Mr. Gaud. Yes, we are.
Mr. Passman. Not the other facets of foreign aid ?
Mr. Gaud. Tha t is right.
Mr. P assman. What have you in the pipeline to the credi t of Ceylon 

from previous years, unliquidated ?
Mr. Tennant. Estimate was $4 million as of Jun e 30,1962.
Mr. Passman. So you have almost -------- in the pipeline as for

the 2 years, fiscal 1962 and fiscal 1963 ?
Mr. Gaud. Tha t is right .
Mr. Passman. Nearly -------- years. It  is 1.3, -------- making it

Could it be that those working up this program, when they looked 
at those large unliquidated sums, thoug ht they could build up to the 
budget request and you just had to put in figures in excess of what 
they actually felt they could possibly prudently expend ?

Mr. Gaud. No, sir.
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Air. Passman. Here  you have a country with $4 million in un­
liquidated funds. You are asking fo r-------- in fiscal 1963.

Mr. Gaud. Air. Chairman, this is not a mistake. The g reater pa rt 
of tha t unexpected fund  is on development loan, approved in 1961, 
and on which all expenditures have not been made.

Our request for next year is entirely fo r development gran t.
Air. P assman. You have not disbursed any of the point I I  develop­

ment credit, have you ?
Air. Gaud. That is correct.
Air. P assman. Will you p ut in the record for this country, as well 

as all others in your area, and as we discussed it yesterday, aid from 
all the different spigots? You understood tha t request to be general?

Air. Tennant. Yes, sir, on the unliquidated.
Air. P assman. You will go across a ll of them and see if anyth ing 

has drained into the cup. I th ink there are 19.
Air. Tennant. I am not sure there are 19.
Air. Passman. I shall be glad to recite them for you, so there  will 

be no misunderstanding.
Air. Tennant. I understand that. The figure I  gave includes-----
Mr. P assman. You said you did not know about the 19 spigots. We 

were discussing under th is one item the development gra nt part .
Air. Tennant. I understand you now.
These figures I gave you for the $4 million include all of the eco­

nomic aid, except military.
Air. Passman. But you do not  have the Inte rnat iona l Funds.
Air. Tennant. I do not have that .
Mr. P assman. Neither do you have IDA.
Air. T ennant. That is righ t.
Air. Passman. Neither do you have the Exp ort- Imp ort Bank long­

term  developments.
Air. Tennant. Th at is right .
I understand what you want.
Air. Passman. AVe are now mixing the vanilla and strawberry and 

get ting  it out of one spigot.
That is not too unfa irly  said, is it ? Are you not pu lling  in-----
Air. T ennant. AVe are consolidating some appropriations.
Mr. Passman. Gett ing two brands  out of one pump. Tha t is the way 

it works, is it not ?
expropriation of property

Has this country expropria ted any U.S. citizen’s or citizen organi­
zation’s proper ty ?

Mr. Gaud. Yes, sir.
Air. P assman. They have?
Air. Gaud. Yes, sir.
Mr. P assman. Have they apologized for it  ?
Mr. Gaud. I  wouldn’t say they had apologized for it ; no.
Mr. Passman. Have they expressed any degree o f regre t for their  

actions?
Air. Gaud. So far as I know they have not.
Air. Passman. This is not to compensate them for the ir actions, is it ?
Air. Gaud. No, sir.
Mr. Passman. Thank you.
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Why are we programing any aid to this country when Ceylon is 
unwilling or unable to undertake essential self-help measures? Is 
tha t not one of the criteria for assistance of the United States?

Mr. Gaud. That  is one of the cr ite ria ; you are quite righ t, sir. We 
feel there is a good deal more that this  country can do than it already 
has done.

As a result we have an extremely modest program in Ceylon.
We hope we can persuade her to do better than she is doing now.
Mr. Passman. I hope your persuasion is effective. You have $4 

million unliquidated and you have th is additional amount coming on 
for this year.

Mr. Gaud. I think we have a statute to think  about at the 
moment——

Mr. Passman. A statute ?
Mr. Gaud. I beg your pardon, I don’t know whether the  President 

has signed it. Unde r the new bill as adopted by the  two Houses this 
year certain guidelines are imposed with respect to countries which 
expropriate property of American nationals.

Unless Ceylon lives up to her obligations under that  statute we 
will cut off our aid.

Mr. Passman. I am fam ilia r with that  compromise. There is a 
lot of distance between those two points. Let us hope it works out. 

Cyprus

Have you any program for Cyprus  this year ?
Mr. Gaud. Yes, sir ; we do. The program for Cyprus which we 

propose-----
Mr. Passman. For fiscal 1962?
Mr. Gaud. For 1962 the actual figure, which will not appear in your 

book, prepared some months ago, -is $679,000. Our proposed 
figure-----

Mr. P assman. For fiscal 1962 you had a program of $350,000?
Mr. Gaud. That  is correct.
Mr. Passman. Hid tha t hold firm ?
Mr. Gaud. It  did not. I t went up.
Mr. Passman. To what amount ?
Mr. Gaud. To $679,000.
Mr. Passman. That is no exception in this pro gram; is it ?
Mr. Gaud. Some are up and some are down, sir.
Mr. Passman. Let us run th rough  and see i f we can find one tha t is 

down. We have found a lot that are up in your area.
Ho you have a program for Cyprus in fiscal 1963 ?
Mr. Gaud. Yes, sir.
Mr. Passman. In what amount ?
Mr. Gaud. $850,000.

. unliquidated balances

Mr. P assman. What  is the pipeline of unliquidated funds to the 
credit of this nat ion ?

Mr. Tennant. It  was estimated to be $300,000.
Mr. Passman. Of the $350,000 program which you planned last 

year you raised it to $679,000, but they still have $300,000 unliqui­
dated ?
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Mr. Tennant. 
as given by Mr. 
present date.

Mr. Passman.

I did not take into account the change in program 
Gaud, since these figures were prepared as of the 

How much is unliquidated according to the revised
figures ?

Mr. Birnberg. It  would have to be an estimate. I would estimate 
it probably close to $679,000, perhaps $635,000 to $640,000.

Mr. Passman. Let us go back to this program of $679,000.
We find a program for fiscal 1962 so soundly planned that  you told 

the committee in your justifications here, had we held the hearings 
the date you an ticipa ted we would, that  you would have a program for 
Cyprus for $350,000. Yet, at a subsequent date  you revised it upward 
to $679,000. Is tha t correct ?

Mr. Gaud. We did revise it  upward.
Mr. P assman. According to the present estimates you have unliqui­

dated to the cred it of Cyprus?
Mr. Birnberg. Estim ated at about $635,000 to $640,000.
Mr. P assman. In  this li ttle  new country, which gained its independ­

ence a year or two ago, you moved the program up to $679,000, with 
an unliquidated amount of $635,000.

Then you plan a $850,000 p rogram for fiscal 1963. Is tha t a sta te­
ment of fact?

Mr. Gaud It  is.
AID FRO M OTH ER PROGRAMS

Mr. P assman. Can you tell us how much they have under these 
other spigots, Mr. Comptro ller, to the credit of Cyprus?

Mr. Tennant. We shall have to provide that.
Mr. 1 ’assman. They have other aid categories; do they not?
Mr. Tennant. They have titl e II .
Mr. Gaud. Public Law 480 program.
Mr. P assman. What is the land area of Cyprus ?
Mr. Gaud. The land area of this countiy  is 3,600 square miles. 
Mr. P assman. What is the population?
Mr. Gaud. Population  in 1961 was 569,000.
Mr. P assman. What size army do they have?
Mr. Gaud. They have no army at the present  time.
Mr. Passman. Will you tell us what the increased amount covers?
Mr. Gaud. Mr. Chairman, the large shift in the program-----
Mr. P assman. What kind of shift ?

JU ST IF IC ATI ON FOR INC REASE IN  CYP RUS  PROGRAM

Mr. Gaud. Large. The large shift  here, both in the  components of 
the program and the size relatively, from $350,000 to $679,000 is due 
to the fact  tha t when these books were prepared, we diet not have 
a mission in Cyprus. We have since sent a mission to Cyprus. We 
have studied the requirements of this island much more t han  we had 
had an opportunity before and we have now a quite di fferent program.

Mr. P assman. Have you determined what p rojects will be init iated 
with the additional $329,000 ?

Mr. Gaud. Yes; we have a complete breakdown for the $679,000 for 
the fiscal year 1962 program.

Mr. Passman. Had  you not had the additional funds, you could 
have lived by the original 1962 estimates, could you not, of $350,000?
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Mr. Gaud. We would have been able to if we had had to, of course.
Mr. Passman. You would have had a workable prog ram; would 

you not?
Mr. Gaud. We would not have had what we considered to be a 

desirable program.
Mr. P assman. You thought it was desirable at the  time you worked 

up these books. Is that a statement of fact ?
Mr. Gaud. It  was the best we could do at that time.
Mr. Passman. If  you had been limited to what you had in these 

books, you would have had a going program out there?
Mr. Gaud. That’s right.

W ES T GE RM AN AID TO CY PR US

Mr. P assman. Has West Germany provided the $8 million for 
Cyprus as yet ?

Mr. Gaud. I do not know about dollars. I am informed West 
Germany is providing assistance to Cyprus.

Mr. P assman. I am dealing  with  specifics. Could you tell us about 
the $8 million?

Mr. Gaud. I am telling you I cannot say about the $8 million.
Mr. P assman. Do you know the rate  of interest  and the terms on 

which they will provide it?
Mr. Gaud. I do not know it at all.
Mr. P assman. Gentlemen, are there any other  questions on Cyprus ?

N O N -U .S . FO RE IG N AID

Mr. F ord. Turning  to page 199, it shows budget receipts from non- 
U.S. foreign aid. What would that  be, $11 million? Tha t is the 
thi rd line from the bottom.

Mr. Birnberg. These are grants-in-aid  from the United  Kingdom, 
Grea t Britain. This was by agreement with the new government, 
phasing over a period of years.

BR EA KD OW N OF  BUDG ET RECEIP TS FR OM  U N IT E D  ST AT ES ----P U BLIC  LA W  4 80

Mr. F ord. Budget receipts from U.S. aid gran ts and loans, $2 
million.

Mr. Birnberg. Yes.
Mr. Ford. What is the breakdown of that  ?
Mr. Birnberg. That , sir, represented the local currency equivalent 

in tha t year, Public Law 480 type, work re lief projects which moved 
into the budget.

Mr. Ford. In fiscal 1961 we had title II , Public  Law 480, to the 
extent of $9.5 million.

Mr. B irnberg. Yes, sir.
Mr. F ord. Why does only $2 million of that show up here ?
Mr. Birnberg. The budgetary estimates—this budget shown is a 

1960-61 estimate, th is budget. The estimate worked up at tha t time, 
the equivalent amount shown in the budget was only $2 million. Pa rt 
of the titl e II  projects were out of the budget, part were in. They 
reflect the part tha t is in. It  is more of a reflection of the way of 
keeping budget accounts.

Some activities under title II  were local activities which do not 
show up as Government budget.
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BU DG ET AR Y SU PP ORT  FR OM  PU B L IC  LA W 4 8 0

Mr. Ford. This was actual budgetary support generated by Public 
Law 480 to the extent of $2 million '(

Mr. Birnberg. Tha t is correct, sir.
Mr. Ford. The other $7.5 million would show up in other kinds of 

projects bu t not budgetary support ?
Mr. Birnberg. Yes; they are simila r projects in essence.
Mr. Ford. How much in fiscal 1962 throu gh this process do you 

believe we contributed to budgetary support  ?
Mr. B irnberg. I thin k the only way to p ut it, sir, is as you see, the 

program in 1962, a new sales agreement, somewhat smaller than 1961. 
My guess would be—it has to be a guess—the amount would be about 
the same, but there  might be a shift ing of projects.

Mr. F ord. Why do we do this in the  case of Cyprus when, according 
to the information on page 199, in  fiscal year 1961 they had a surplus 
of $7 million?

Mr. Birnberg. Let me explain  it this way, if  I  may. Fi rst  of all, 
pa rt of this work relief  program carried out under  ti tle I I  reflects— 
well, may I go back one step.

There was a drought in Cyprus in 1960 and a continued drought in 
1961. Some of the food shipped in was a food re lief kind of program.  
On the other side of it, it  was a food relief  program to which was 
attached,  you m ight  say, work, not a handout , but a work p rogram.

I t is t rue tha t from the purely  budge tary point of view, i t would 
look as though, why should we do this, when they have a surplus  ? 
My answer has to be threefold.  Fir st, on the food side there was a 
good reason to get in. Second, the kind of projects  undertaken under  
this program, very small projects—frankly,  the Government of Cy­
prus had no t yet really  seriously considered adopt ing such a varie ty of 
small projects within its own budget. It  was a way of getting it en­
couraged in this direction. Third, a somewhat more complicated 
facto r is this. These surpluses were, you migh t say, uninten tional 
surpluses. The Government of Cyprus in both 1960 and 1961—we 
were aware of this—was receiving, as you see, this  large amount of 
gra nt aid from the United Kingdom. It, frankly,  sir, was no t even 
using it. It  was not using the aid it got, i t was pi ling some of it up 
in Treasury bills in London.

On the budgetary side it  was not carrying  out the expanded devel­
opment works it had planned. At the same time it  was prepa red, and 
I think righ tful ly we encouraged it to carry out, as fa r as it could, 
these small development projects. They are of  a d ifferent order, sir. 
In  a sense, by withdrawing,  let us say, if we h ad not used titl e I I,  it 
would not have encouraged them to use this Brit ish grant-in-aid 
money because this money they thought  of in terms of larger projects.

We are hoping two things  will flow from the titl e II  program. One 
is when the ir situation is better, not financial but crops, they would 
have gotten used to such small projects.

Mr. F ord. I t looks a litt le paradoxical to see the figures.
Mr. Birnberg. I agree, sir.

purchases of u.s. gold

Mr. Passman. This litt le new country accumulated sufficient dol­
lars to buy $2 million worth of our gold also at  the end of 1961, did 
they not  ?
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Mr. Birnberg. That is right, and exchanged British holdings for 
gold.

Mr. P assman. Convertible currency ?
Mr. B irnberg. Yes.
Mr. Passman. Have they bought any more gold since the end of 

last year?
Mr. Birnberg. I do not believe so, but I am not certain.

U .S . CO M M U N IC A TIO N S FA C IL IT IE S ON  CY PR US

Mr. Natciier. What important communication facilit ies do we have 
in Cyprus?

Mr. Gaud. I would rather have Mr. Lee answer that.
Mr. Lee. We have a Voice of America station there, have had for 

some time, holding on from an agreement with the U nited  Kingdom 
before independence.

Mr. Natciier. Any other communication facilities?
Mr. Lee. We have some other communication facilities  there tha t 

are used by the Department of States  and U.S. agencies.
(Additional information follows:)

Co m m u n ic a tio n s  F a c il it ie s  on Cypr us

The  ab ove st at em en ts  are  in  e rr o r sinc e th ere  is  no Voice  of  Amer ica fa ­
ci li ty  in  Cy prus . Th e ex is ting  co m m un icat io n fa ci li ti es  incl ud e a D ep ar tm en t 
of  S ta te  ra di o re la y st at io n, th e N ea r E a st Reg iona l C en te r fo r S ta te  D ep ar tm en t 
te le gra phi c traffic , a nd a re gi on al  F B IS  (F ore ig n B ro adcast  I n fo rm ati on  Se rv ice)  
.s’.a ti on  w hich  m on itor s fo re ig n ra d io  b ro ad ca st s.

Mr. Natciier. Tha t is all, Mr. Chairman.

U N IT E D  KIN GDOM  ASS IS TA NC E TO CY PR US

Mr. Montoya. Primarily the obligation to suppo rt the economy of 
Cyprus  is the United Kingdom’s; is that right ?

Mr. Gaud. Prim ary responsibility ?
Mr. Montoya. Yes.
Air. Gaud. 'The United Kingdom has certain ly taken a grea t in­

terest. I do not know that  you can say it is anybody's primary respon­
sibility.

Mr. Montoya. It  is a former B ritish possession ?
Mr. Gaud. Yes.
Air. AIontoya. The Brit ish have some bases located on the island, 

do they not ?
Air. Gaud. Yes, they do.
Air. AIontoya. How much of a base do they have? Will you de­

scribe the complement, et cetera.
Mr. Gaud. This is a question which I  am not sure how far I ought 

to go into.
Mr. Rooney. Would you say they have a huge base there ?
Air. Gaud. Yes, but there are some very radica l changes taking  place 

in this situation  at the present  time.
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Mr. Montoya. Is it not customary for us to give support ing as­
sistance to local governments where we do have bases? Why is not 
the United Kingdom support ing most of this?

Mr. Gaud. As I understand it, sir, the United  Kingdom contr ibu­
tion to Cyprus is considerably larger than ours.

Mr. Passman. Did you not just state tha t they built up substantial 
credits and left  them to thei r account, accrued in the United King­
dom?

Mr. Birnberg. Yes, so far this is correct.
Mr. Passman. They did not draw them down ?
Mr. B irnberg. They have drawn them down to some extent.
Mr. P assman. The major portion  was left to their credit in the 

United Kingdom?
Mr. Birnberg. Yes.
Mr. Montoya. What  are the total gold holdings of Cyprus at the 

present time?
Mr. Gaud. I do not have a recent figure on that , sir.
Mr. Montoya. What is the most recent that you have ?
Mr. Gaud. We have nothing on this  o ther than  what is in the con­

gressional presenta tion book, which is at the end of the year 1960. 
The figure then was$44 million.

Mr. Montoya. $44 million?
Mr. Gaud. I beg your pardon. Tha t is sterling.
Mr. Montoya. The country came into being on August 16, 1960; is 

tha t r ight ?
Mr. Gaud. Yes, sir.
Mr. Montoya. They are doing pretty  well, don’t you think  ?
Mr. Gaud. They are doing better than some.
Mr. Montoya. Doing bette r than  we are. Tha t is all, Mr. Cha ir­

man.
I ndia

Mr. P assman. The next item for consideration will be India.
We are dealing with only pa rt of the aid program when we cite 

these figures. I refe r to revised page 180, which is a summary of 
programs for the  Near Eas t and south Asia, by country and function, 
for fiscal year 1961-62 and the proposed program for fiscal year 1963.

You had a program  of $201 million ?
Mr. Gaud. In  1961; yes, sir.
Mr. P assman. And in fiscal year 1962 what was your original 

planned program under  these categories, the same page?
Mr. Gaud. The program we showed in the congressional presenta ­

tion book was $403.3 million.
Mr. Passman. Did tha t figure hold firm ?
Mr. Gaud. No, sir.
Mr. Passman. Did it go down ?
Mr. Gaud. No, sir.
Mr. P assman. It  must have gone up.
Mr. Gaud. It  did.
Mr. Passman. To what amount?
Mr. Gaud. $465 million.
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UN LIQ UIDA TE D OBLIGATIONS FOR ALL CATEGORIES OF AID

Mr. Passman. Under these categories of aid, Mr. Tennant, could 
you tell us the unliquidated amount to the credit of India?

Mr. Tennant. Unliquidated, estimated on the basis of orig inal pro­
gram, is $671,160,000. Based on the increased program-----

Mr. Passman. Tha t is based upon this increase ?
Mr. Tennant. I would say it would be in the magnitude of $700 

million.
Air. Passman. Would you also check the cups under the other 

spigots of the several categories of foreign aid and get the total for 
us?

Mr. Tennant. Yes, sir.
Mr. Passman. We might as well get one or two here.
What do you have for th eir c redit under Public Law 480?
Mr.T ennant. Unliquidated?
Air. P assman. Yes.
Air. Tennant. I do not have that, sir.
Air. P assman. You gave it  to us on some other countries yesterday. 
Air. Tennant. I do not believe so.
Mr. P assman. How about in fiscal 1963 ?
Air. Gaud. For  Public Law 480 ?
Mr. P assman. The program.
Air. Gattd. The program for 1963 under my three spigots is $--------.
Air. P assman. You have been telling  us about the Public  Law 480. 

Does Air. Birnberg  have it ?
Air. Tennant. Country uses, $311.5 million.
Mr. P assman. I s that accurate ?
Air. T ennant. Yes, for India .
Air. Gaud. This is not unexpended.
Mr. P assman. Let us get the unliquidated amount to thei r credit. 

The telephones are working. Gentlemen, we have to find out what is 
available for these programs.

Mr. Tennant. The unliquidated, sir, I will have to contact the 
Department of Agriculture  and see if I can obtain it during the 
recess.

Mr. Passman. When we come back, we will put the planned pro­
gram for fiscal 1963 in. Wh at is it ?

Air. Gaud. $--------.
Air. P assman. $--------, you had for fiscal 1961 ?
Air. Gaud. Off  the record.
Mr. Passman. The 1962 figure was up, if I read these figures cor­

rectly, about $61,700,000 over the original estimate.
Air. Gaud. That is right.
Air. Passman. Tha t is a sizable amount of money, is it not?
Mr. Gaud. I t is, indeed.
(Short recess.)
Air. P assman. The subcommittee will come to order.
If  we get a total of the proposed program for India  for fiscal 1963,

your present estimate under the category of “Gran t aid’’ is $--------;
is that correct ?

Air. Gaud. Gran t aid, plus development loans.
Air. P assman. Development credits, as I  think  of them. $-------- ;

is that correct ?
Air. Gaud. Yes, Mr. Chairman.
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PU BL IC LAW  48 0  AND  MILITA RY  ASS ISTANCE PROGRAM FOR INDI A

Mr. Passman. That is spigot No. 1.
We were discussing the Public Law 480 est imate earlier. Do you 

have tha t information, Mr. Comptroller?
Mr. Tennant. $311,500,000.
Mr. Passman. That is No. 2.
Do you have a military program fo r India ?
Mr. Gaud. We do not.
Mr. Passman. How about your credit assistance, this other category 

we have been discussing, c redit assistance under military? You have such a program, do you not ?
Mr. Tennant. I have to look at military books on that.
Mr. Passman. Can you tell us the amount from the internationa l 

organizations ?
Mr. Birnberg. We do not have that , sir.
Mr. P assman. Wh at other types of  aid  are available? Do you have 

an estimate for  fiscal 1963 for  India  ?

CON SOR TIU M AID

Mr. Gaud. Air. Chairman, we know the total amount which has been 
pledged to date by the consortium to India.

Mr. Passman. I am interested in the United States. This  con­
sortium means the other nations get good, hardboiled loans, some not 
over 2y2 years, a t 6 percent interest,  while we are in fo r 40 years, with  
no interest, and maybe they will never pay it back. Wha t other pro ­
grams do you have in India, gentlemen, the United  States  ?

Mr. Gaud. We have no figures on any other programs.
Mr. Passman. You have under  your category, plus Public Law 480, $776,500,000?
Mr. Gaud. That is correct, sir.

DEVELOPMENT LOANS UN LIQ UIDA TE D

Mr. Passman. Previously  you told us under  the one category, the 
one discussed in your book, there is $700 million in unliquidated  funds.Mr. Gaud. Yes, sir.

Mr. Passman. That is a fanta stic figure, $700 million. Is tha t correct, Mr. Comptroller  ?
Air. Tennant. Yes, sir, $700 million. Alost of it is outstand ing loans, development loans.
Air. P assman. It  is to the credit of Ind ia for disbursement?
Mr. Tennant. It  would be disbursed in the future .
Mr. P assman. H ow much of it is undisguised grant aid ?
Air. Tennant. Approximate ly $20 million of it is g ran t aid, and $650 million is loans.
Air. Passman. I s tha t the credits where they have 40 years with no interest and a 10-year grace period ?
Air. Tennant. I thin k most of the loans are on the long-term basis.
Air. Passman. By long term, it meets the criter ia I just stated, of 40 years, and-----
Mr. Gaud. Yes, except for the  three-quarters  of 1 percent service charge.
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STATUS OF ACTIV E TRO JECTS

Mr. P assman. What we were endeavoring  to do, as we had s tarted 
out yesterday, was to get a total of these fiscal 1963 programs and the 
unliquidated sums, by category; but some it is an estimate, some not 
available. Ear lier , we did ask for a list which showed all projects 
for India. I th ink we made tha t request several weeks ago.

Mr. Tennant. Yes, sir.
(The information supplied follows:)

Agency for  Internation al Development, mutual  secur ity and fore ign assistance 
appropr iatio ns, status  of active devefopment grant projects as of J un e SO, 1962

IN D IA

[In th ousands o f dol la rs ]

P ro je c t n u m b e r Pro je c t ti tl e

O bliga tio ns E x p e n d i­
tu re s  c u m u ­

la ti ve
th ro ugh
Ju n e  30 , 

1962

U n li q u i­
d a te d  o bli ­

gat io ns,  
Ju n e  30, 

1962

Fis ca l y ea r 
1962 appro ­

p ri a ti on

C um ula ti ve 
th ro ugh  
Ju n e  30, 

1962

38 6-A- 12AA So il and  w ate r conse rv ati on______ 110 449 397 52
386-A -1 3A B .. ......... C ro p pro duct io n  d ev e lo p m en t____

Liv es to ck  im p ro v em en t__________
612 1,138 600 538

386 A 13AC 69 711 656 55
38 6- A-1 1A D . H om e science'  a n d  t ra in in g _______ 194 2,19 6 2,064 132
38 6- A-1 1A F U .D . ag ri cu lt u re  u n iv e rs it y ______ 180 1,110 448 662
38 6- A -1 1A E______ A gri cu ltur e ed ucati on  r es ea rc h___ 615 10,983 2,089 8,8 94
38 6-J-27 AA P ro d u c ti v it y  c ounc il _____________ 559 2,722 1,071 

380
1,651
1,250

290
38 6- J-28 AB Ste el  tr a in in g ____________________ 580 1,630

29038 6- J-28 AC P ro ducti on  dev elo pm en t c e n te r . . .  
B okar d  s te el  p la n t_______________

290
38 6- J-21 AD 750 750 750
38 6- N-6 5A A . Sec on dar y e d u c a ti o n ____ _________ 210 2,154 1,616 538
38 6- N-6 6A B . In d . In s t.  T ec h . K a n p u r___ . . .  . 2,0 88 4,278 247 4,031
38 6- N -6 6A C ............ N ati onal pro gr am  of  pr of es sion al 180 657 112 545

38 6- P- 54 AA
ed uca tion .

M ed ic al  e ducati on_______________ 226 1,203 1,041 162
38 6- P-5 4A B . G en er al  n u r s in g .. .____ __________ 195 741 653 88
38 6- P- 54 AO H ealt h  educati on_______ ________ 28 226 207 19
38ft-P 51 A D “ Reg .”  m a la ri a  e ra dic at io n 16 16 16
38 6-P- 51 A D M al ari a er ad ic a ti on_____________ 11,001 

26
62,251 

92
58,112 4,1 39

38 6- Q-7 2A A______ O rg an iz at io n a n d  m anagem en t___ 73 19
386-TT-41A A T ra de  u n io n  s er vi ce ______ _ _____ 3 9 9
386-TJ -49A B______ Tech nic a l se rv ic e,  M in is tr y  of 46 88 55 33

38 6- W -1 1A A
Lab or .

So il fe rt il it y  u se_____ ____________ 1,029 1,028 1
38 6- W -1 4A D A gr ic ul tu re  e co no m y re se ar ch____ 291 290 1
38 6- W -1 3A E D air y  deve lo pm ent______________ 56 996 985 11
38 6- W -1 3A F C a lc u tt a  m il k  s ch em e____________ 36 522 509 13
386-W -1 4A G .. F ar m ers  org an iz at io n____________ 275 274 1
38 6- W -1 8A H  . Co-op  m em ber sh ip  ed ucati on  . . . 93 93
386-W  18 A J Fis he ries 2,9 02

1,618
1,688

2,90 2
38fi—W  19 AT. T ech n ic a l suppo rt  .. 1,618

1,48138 6- W -1 5A I St or ag e foo d gra in s_____________ _ 149 207
38 &-W -2 1A N........... Oil ga s co m m is si on _______________ 104 101 38
38 6- W-21 AO . A ss is ta nc e to  co al in d u s tr y _______ 120 270 125 145
38f t- W-21 A P Reg . O riss a i ro n  o re . 18, 940 

405
5,272

391
13,668

1438 6- W -2 2A Q E le ctr ic  d is tr ib u ti o n  sy st em ______ 2
38 6- W -22 A R D elh i th e rm al p la n t___  . _______ 4,0 00

16
1,155 2,8 45

38f t-W  25 AU R iv e r va ll ey  d ev e lo p m en t—  __ 16
38 6- W -2 5A V E q u ip m e n t opera to rs ______ _____ 61 491 424 67
38 6- W -2 5A X _____ T echn ic a l su rv ey  an d  po w er  de ­

vel opm en t.
329 1,301 958 343
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Agency for  Internatio nal  Development, mutua l security and  fore ign assistance 
appropr iations, status o f active development grant projects as of J une 30, 1962—Con.

IN D IA
[In th o u san d s o f d ol la rs ]

P ro je c t n u m b e r P ro je c t ti tl e

O bliga tions E x p en d i­
tu re s  c u m u ­

la ti ve
th ro ugh
Ju n e  30,  

1962

U n li q u i­
d a te d  o b li ­

gat io ns,  
Ju n e  30, 

1962

Fis ca l y ea r 
1962 ap p ro ­

p ri a ti on

C um ula ti ve 
th ro ugh  
June  30, 

1962

38 6- W -2 7A Y ........... A ss is ta nc e to  te chn ic a l su rv ey  o r­
gan iz at io n .

A ss is ta nce  to  C S IR __ __ . ______

3,011

20
189

1,604
54

2,911
868
243

6,448
132
185 

1,155 
1,045

4,162
391

2,271

227
815
585
721
610
807
662

5,035

3, 011

20
189 

1,604 
53 

2,910
191
243

6.4 46
132
140

1,155 
1,040

2,576
391

2,094

224
815
584

80
480
793
662

4,796

38 6- W -2 7A Z............
38 6- W -1 7B A ___ D esert  a ff o re s ta ti on ......... ............... . . 9
38 6- W -2 9B C........... T ech n ic a l s u p p o r t__________  . . .
386-W -3 1B D ..  . . H ig hw ays a n d  bri dges......... . ............ 1

1
677

3S6- W -3 7B E........... A v ia ti on  g ro und  fa c to ry ....................
3 8 6 -W -6 1 B F .. .. C en tr a l tr a in in g  i n s ti tu te _________ 168
38 6- W -4 9B G _____ T echn ic a l s u p p o r t________________
386-W -5 2B II ........... W a te r su p p ly  p r o g r a m .. . ................ 2386-W -5 3B I______ In sec t bo rn e co n tr o l______________
386 -W -5 9B J______ A ss is ta nc e to  h ea lt h  agency______ 52 45
386-W -5 9B K _____ T ech n ic a l s u p p o r t________________
38 6 -W -6 3 B L .......... A ss is ta nc e to  hom e sc ienc e educa­

ti on .
A ss is ta nce  to  te chn ic a l ed u c a ti o n ..  
N a ti o n a l pr of es si on al  ed ucati on  

ce nte r.
T echn ic a l tr a in in g  en gi ne er in g 

ed ucati on .
R u ra l in s ti tu ti o n s . . . . . . . . . . . . . . . . .

5

1,586386- W -6 6B N ........... 555
386- W -6 6B O ...........

386-W -6 6B P ........... 177

3386- W -6 9B Q ...........
386-W -6 9B R ........... T echn ic a l su p p o rt________________
386-W -8 2B T ........... So cial  w el fa re ____________________ 1

641
130

14

386-W -9 1B U ......... In v e s tm e n t c e n t e r __ _ 8
129386-W -9 8B V ........... N ucle ar en g in ee ri ng_______  ____

386-W -9 4B W .......... Sm al l in d u str ie s  d ev e lo p m en t____
386-W -9 8B X ........... N ucle ar re se arc h_________________
38 6- Z- 99 A A ............. T ech n ic a l su p p o rt............ ................... 1,36 8 239

G ra n d  to t a l . . ............................. 20,9 20 162, 786 118,088 44,698

TOTA L AID TO IN DIA — ALL CATEGORIES

Mr. P assman. Mr. Tennant, Mr. Gaud, Mr. B irnberg, and Mr. Sec­
retary, what is the  total  aid, by year, since the inception of the aid 
program to India , for all categories, through fiscal 1962? I t would 
appear it is between $ 3^ and $4 billion, but it would be much bette r 
to itemize it for the record. You may find an example of the way 
we want it on page 3072 of the fiscal year 1961 hearings .

Then note, if you will, the Exp ort -Impor t Bank, because you have 
the long-term development credits  under Exp ort -Im por t Bank, and 
also include IDA.

In this instance, we would like to have it for all categories. Can 
you get tha t in format ion ?

Mr. Gaud. I think  tha t information is on page 212 of the brown 
book.

Mr. Passman. I do not  see anything listed for  IDA. Is IDA  in?
Mr. Gaud. Yes, sir. Under Assistance From  International 

Agencies.
Mr. Passman. Pu t it down. This  will be as good a place as any. 

What total  do you get through 1962 ?
Mr. Gaud. All the way up and down the  page? I have not added 

it up, but you have first the first group.  Agency for International 
Development.

8794S— 62— pt. 3----- 25



382

Mr. Passman. Wha t we want is the total.
You and I know that on page 212, in the righ thand comer, tha t is 

not the correct figure, because you have already advanced tha t by about 
$62 million.

Mr. Gaud. I thought your question was through 1961. I take it 
fo&ck

Mr. Passman. Through 1962.
Mr. Gaud. Yes, sir.
Mr. Passman. This one item in the whole multitude of figures, 

tha t is $403 million, is up  by some $62 million itself, is it not?
Mr. Gaud. $61.8 m illion; yes.
Mr. Passman. So there is no use to put those figures in. Let us get 

the accurate figures. Will you try to help us on it ?
Mr. Gaud. We will, indeed.
Mr. P assman. Thank you.
(The information supplied follows:)

Aid  to India from all  categories through fiscal year 1962 
[Millions of dolla rs and dollar equivalent]

Agency for International Development, to ta l---------------------------------  1, 487. 0

Development loan ________________________________________  992. 3
Development bank------------------------------------------------------------  152. 7
Development assi stance____________________________________  342. 0

Food for  peace (Public Law 480) :
Titl e I, coun try uses______________________________________  1, 721. 3

(sa les agreem ents)--------------------------------------------------------  (1, 979. 3)
Titl e I I__________________________________________________ 9. 3
Tit le I I I________________________________________________  175. 7

Export- Import Bank long-term loan s-------------------------------------------  271. 9
Other  U.S. economic aid (including wh eat  lo an )-----------------------------  230. 7
Assis tance  from interna tional  agencies :

IBRD—World Ban k_______________________________________ 823. 8
Intern ational Finance Corpora tion__________________________  1. 6
Int ern ationa l Development  Association----------------------------------- 112. 0
U.N. technical ass istance ___________________________________  21. 5
U.N. special fun d________________________________________  15. 7

Other  free  world  ass ist ance :
United Kingdom_________________________________________  436. 4
Can ada _________________________________________________  208. 6
Germ any--------------------------------------------------------------------------  523. 5
Ja pa n__________________________________________________  138. 0
It al y___________________________________________________  100. 0
All oth er________________________________________________  77. 9

Sino-Soviet bloc assistance_____________________________________  985. 0

Grand total ____________________________________________  7, 339. 9
Exp lanatory no te : All figures re presen t obligat ions or commitments.

IDA LOANS TO INDI A

Mr. P assman. Does India  get into this Inte rnation al Development 
Association, IDA?

Mr. Gaud. Ind ia has some loans from IDA.
Mr. Passman. It  would appear tha t they have many credits from 

IDA.
Mr. Gaud. I th ink th at is true.
Mr. P assman. I t does not appear tha t they are paying any in terest 

on any of these credits.
Mr. Gaud. The IDA  loans are for, I  think, 50 years , th ree-quarters 

of 1 percent, with a 10-year grace period.



383

Mr. Passman. According to this  informat ion, they have received 
from IDA  $122 million through  Jun e 30. They pay no in terest  wha t­
soever, according to the caption. There is a service charge of three- 
quarters of 1 percent  ?

Mr. Gaud. That is correct.
Mr. Passman. I t is for 50 years with  a 10-year grace period ?
Mr. Gaud. Th at is correct.
Mr. P assman. When you get tha t table, you will include all of tha t 

data, will you not, up to date ?
Mr. Gaud. Yes, sir. IDA is the  Internatio nal Development Asso­

ciation, and as shown on page 212-----
Mr. Passman. That is really going to run tha t total up, but get 

it in. When do you think the inform ation will be available, Mr. 
Tennant?

Mr. Tennant. I would say in a day or two it will be in.
Mr. Passman. When you put  it all together, I think my figure 

of between $3 ^ and $4 billion will be close to accurate.
PROPOSED MI G AIR CRAFT PL AN T

Mr. Passman. We have read in the pape r the statement  that  Mr. 
Nehru was negotia ting with Mr. Khrushchev for a factory in Ind ia 
to manufacture th e Mig a ircraft.  The article  sta ted tha t they would 
proceed with the contract  notw ithstanding  the persuasion of the 
United  Kingdom and the United States  for them not to do so.

At a subsequent date we read that Nehru said he would not want 
to do anything which would inter fere with the A ID program. Would 
it be fai r to say tha t there is a little  hope tha t this Russian plant 
will not be built in India  ?

Mr. Lee. Mr. Chairman, as far as we know, tha t is still under 
consideration; but we have no official word as to what the conclusion 
of it will be.

Mr. Passman. In the event tha t they should proceed on the basis 
that, we had read in the paper  for Russia to  build this airplane p lant 
in Ind ia to manufacture Mig’s, would it have any effect on our 
program in India  ?

Mr. Gaud. The 1963 program ?
Mr. Passman. I mean these huge unliquidated credits, $700 mil­

lion, I believe, in the category to which we referred.
Mr. Tennant. Tha t is correct, sir.
Mr. P assman. And also the huge request for 1963. Do you think  

tha t possibly some adjustm ent would be made ?
Mr. Gaud. That is a question that is impossible for me to answer 

because the decision obviously will not be mine.
Mr. Passman. Of the tota l request for Indi a for fiscal 1963, other 

than the continuing projects, it would be illustrative—you may or 
may not carry out these projec ts as indicated in the book. Is that 
a statement of fact ?

Mr. Gaud. Tha t is true, sir.
tax system

Mr. P assman. I s it true  th at Ind ia is the least taxed country among 
the  industrialized countries of the  w’orld?
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Mr. Gaud. I do not know, sir.
Mr. Passman. Please try  to get the information for us. 
(The information follows:)

T he  I n,dian Tax System

Although tax  revenue in rela tion  to total  income is much lower in India 
than in the United States and  many oth er countr ies, this  is to be expected of a 
nation which, for the most part, is stil l economically underdeveloped. Much 
of the Ind ian  population  lives at  or close to the  subsis tence  level. It  is difficult 
to collect taxes from persons  who can scarcely provide themse lves with the 
necessit ies of life. Peasant families  living  on small subsis tence  farms  may re­
reive so li ttle  cash  income as to be unable to pay t axes in any signif icant  amount. 
This  difficulty of collecting taxes from an impoverished population is not  pe­
culiar to India but  is common to all underdeveloited nations. Other difficulties 
exist, such as tradit ion al hos tility toward tax  collectors, imperfections in the 
tax adm inistra tive machinery, absence of deta iled records , etc.

Considering Ind ia’s stage of development, its  tota l tax  effort is by no means 
inconsiderable. Income in pa rti cu lar is taxed at  a high rate. It  has  been ca lcu­
lated that  in 1960 a married person  with two children  and  a sal ary  of 120,000 
rui>ees would have paid 55.7 percent of his income to the tax collector. The 
equivalent  income ($25,200) in the United Sta tes would have been taxed only 
25.2 percent, or less than half as much. Moreover, tax  ra tes in the uppe r brack­
ets are  to be raised still  higher und er recent proposals of the Ind ian  Govern­
ment. The personal exemption for  an unmarried individual is only 1,000 rupees 
(about $210) in India  as compared to $600 in the United States . On corporate 
income, the tax  ra te  is 63 percent for foreig n companies and is to be raised 
from 45 to 50 percent for  domestic companies,  roughly comparable to U.S. rate s.

The Ind ian Government  recognizes the importance of tax ation as a means of 
financing its economic development program  and is making a determined effort 
to increase  its  tax  revenue. Higher tax es  were proposed thi s spr ing in the  gov­
ernm ent’s budget for 1962-63. These include  a higher corporate income t ax  rate , 
revisions in the income ta x str uc tur e and cap ital  gains tax , a higher  w ealth tax , 
and a number  of new exc ise and customs duties. It  i s expected th at  these  will in­
crease  the  tax  base by about 6 percent. Combined with  the  increas e in tax  re­
ceipts resulting from expansion of the economy, th e new high er ra tes a re expected 
to rai se tota l tax  revenue in 1962-63 11 percent above the  level of 1961-62.

The total  t ax revenue of the individual States plus the  Centra l Government has 
increased considerably  since Ind ia became independent, risi ng from Rs.6 
billion ($1,260 million) in fiscal year 1948-49 to an estimated  Rs.13.6 billion 
($2,850 million)  in 1960-61. Measured as a proportion of tot al privat e income, 
tota l tax  revenue rose from 6.9 perc ent in 1948-49 to 9.7 percen t in 1959-60, 
dropping slightly to 9.4 percent in 1960-61. This  perc entage is expected to in­
crease in the current fiscal year  as  the result  of new and  h igher taxes .

Mr. P assman. Would you know whether o r not  India has ini tiated 
any self-help measures so as to incerase its revenues from its business 
people ?

Mr. Gait). Yes, si r; it has.
Mr. Passman. I quote from the India  News, an Ind ian  newspaper:

I ndia—th e Least Taxed Country in th e W orld

Ind ia is the lea st taxed country  among the  indust rial ized coun tries  in the 
world, Mr. B. R. B haga t, Union Deputy Minis ter fo r F inance, told the  Lok Sabha 
recent ly.
- Replying to supp lementa ries  on a question by Mr. Shreenarayan Das. Mr. 

Bhaga t said  th at  in 1960-61 the  tota l tax collections by the  cen tral  and sta tes  
governments in Ind ia were estimated at  9.5 percent of the nat ion al income.

In 1959-60 the  perce ntage was  10; in 1958-59 it  was  9.2; and in 1957-58, 9.7. 
The sligh t rise  in 1959-60 (10 percent) was  not  because the  tax  level was 

higher, bu t due to other  causes.
Giving figures, he said th at  in Burma 13 percent of the  nat ional income was 

collected in taxes.
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Perhaps we should let them understand tha t in America individuals pay as h igh as 96 percent if you pick up State and Federal income taxes. I think possibly we should give them a little assist in tha t field, rather than pouring in billions and billions of dollars. Maybe we should spend a little  bit of tha t money teaching them something about our techniques over here in squeezing money out of the tax­payer. It  might  be about one of  the best tilings you could do.Mr. Ford. Would the gentleman yield ?
Mr. Passman. Yes.

GOLD HOLDIN GS IN  IN D IA

Mr. F ord. I read hurriedly a very disturb ing story in the Baltimore Sun yesterday morning about the  hoardings  of gold in India . I must confess I do not understand all the ramifications of it. But it cer­tainly was a disturbing  thing to read, even though I am not an expert in this area.
What is the situation the re and what is the impact, if any from th at condition ?
Mr. Gaud. I cannot comment on the  story because I  did not see it, Mr. Ford, but we do know th at Ind ia’s foreign exchange reserves are at a lower point now than  they have ever been in history with one exception.
Mr. F ord. The impact of the article involved both recorded and hidden gold reserves.
Mr. Gaud. I cannot comment on this because I did  not see the article, but certainly the Government situation is so bad now they recently introduced some very new and stringent controls on imports, they are taking  a grea t many steps to reduce the flow of thei r gold and try  to improve their  foreign exchange position.
They have also considered very seriously whether it  would be neces­sary for them to make a fur ther withdrawal  in the Inte rnat iona l Monetary Fund. They are in very bad shape in this respect.Mr. Ford. Would you get a copy of this article and have it in­serted in the record, and have comments made by people from the Department. This was a very distu rbing  article, even to someone like myself, who is not an expert.
Mr. Gaud. We will do that .
(The information follows:)

[F ro m  th e B alt im ore  Su n,  Ju ly  31 , 19 62 ]
I nd ia H oping  T o F in d  Gold—R eadie s Cam pa ign Aga in st  W idespread  H oarding

(By Philip P otter,  New Delhi b ureau of the  Suu)
New  D e l h i, July 30.—Morar ji Desai, Fin anc e Minister , is a bet ter  Hindu tha n most  in the Nehru  Cabinet,  but he is set to “steal gold” if he can find a way.Desai  does not actual ly wa nt to steal it, but  he is rack ing his brains to find an effective way of extracting  the gold hoarded by Ind ians in urba n safe  deposit boxes and  village caches and adding it to the Government’s resources for development.

gold’s val ue hig h

The Finance Min istry  estimates the  Ind ian  hoards  at  $6 billion.The Government’s own gold rese rves  are only $248 million and, with con­sta ntl y dwind ling sterling balances, th is is barely enough to back the currency
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Hence the gleam in the Finance Minister ’s eye as he contemplates the  hoard s 
held by the people, who alwa ys have had an unusu al affinity for gold, both for 
its significance in Hindu ritu al and for the  ease with which it can be hidden 
from greedy relat ives  or  equal ly greedy ta xga ther ers.

Desai told a news conference  last  week that  it would be no easy problem to 
bring the gold in to Government coffers.

“I have not given up think ing and my desire  to utilize it  if I can do so,” he 
said, “but I will say nothing of pl ans unt il I am sure I can do th e trick . Nothing 
is und er con sidera tion immediately.”

So for  a while  yet the women of New Delhi can make the ir sur rep titi ous  way 
to bank vaults where the ir golden trea sur es are  kept to get out a tri nk et for 
some occasion or to  put one back.

Such vau lts have increas ed vast ly in number since Indi a achieved its  in­
dependence in 1947.

In a ll of New Delhi there were only a couple of safe  depos it vau lts then.
Today th ere  are legion.
The Pun jab Nationa l Bank had 1 in 1947; now i t is oper ating  21 in its various 

branches. The Central Bank  has increased its original 1 by 5; the  National 
Bank of Lahore had none in 1947 and  now has 12. Almost all other banks  in 
the city  have installed  a t le ast  one.

Women’s gold trin kets , of course ar e not the only things stored in the vault s.
Businessmen use them to store awa y gold b ars and currency  to  avoid taxa tion .
Government officials, who get sha re certifi cates from companies for  favors 

granted, keep them in safe deposit boxes.

LARGE NOT ES CALLED IN

The government itse lf gave a sp ur t to gold hoarding when, in 1946, it called 
in all 1,000-rupee notes and made people account for  such emb arra ssing riches  
before replacing them w ith smal ler denominations.

Many a man sta rted hoarding gold or foreign currency instead, especially  if it 
came from  black m arke t operations .

Indi a has become one of the m ajor  cent ers of gold smuggling.
Imports are forbidden, and the  fixed price for an ounce is $76—more tha n 

twice w hat gold brings on th e world m arket.

FEW  SMUG GLERS CAU GHT

Although it is estim ated  th at  less than  25 perc ent of smuggling cases are  
detected, Indian customs exp erts  in 1961 seized huge amounts  of smuggled gold 
brought in by airp lane  and  ship.

The Government realized $8,500,000  from smuggling  seizures and the fines 
imposed, gold being the  m ajor  item , alth ough the hau ls included tra nsi sto r radios , 
watches, jewels, and cosmetics, all under severe import rest rictions.

The Government is well awa re th at  v ast sums of fo reign  exchange  are  sl ipping 
illegally through i ts fingers to pay for th e smuggled items.

An India n wan ting them simply exchanges rupee s at  more tha n the legal 
exchange rat e for the curre ncy and trav eler s checks bro ugh t in by tourists.

In every city unlicensed  money changers th rive.
Desai repor ted th at  Ind ia used to realize  about $5 million a year  in foreign 

exchange from Indi an nationa ls working in Kuw ait, who rem itted the ir earn ings  
to re latives h ere in B ritis h pounds.

MID DLE MAN ACTIVE

Now, the pounds go to gold smugglers in the  P ers ian  Gulf, who, a fte r gett ing it  
into India  and selling it, remit an appropriate number of rupees to the  workers ’ 
relat ives and pocket t hei r i llegit imate  profit.

Motor cru iser s ply the gulf, anchor  outside Ind ian  ter rit or ial  waters, and 
deliver the gold to con federates sailing  out in “count ry boats .”

If Ind ia’s coas t guar d is unusually vigila nt, the  gold goes into Pak ista n, and 
thence acro ss th e land  frontie rs into India .

Airpo rt customs men have seized such thin gs as a simulated  type wri ter,  with  
most of its pa rts  of gold and a Cypriote Greek whose vest had 16 secr et pockets 
stuffed with 1,000 ounces of gold.

A cha rter ed Fren ch airp lane carrying tou rist s crashed on takeoff at  Benares, 
India’s holy city, and investigat ion of th e ruins disclosed th at  gold pla te atta che d 
to the fusela ge skin was one reason  for the wreck  of the  overloade d plane.
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DIPLOMATIC  COURTESY

Embassies, legations, and consulates—especially the Latin  xVmerican and Mid­
dle Eastern  ones—have loaned their diplomatic pouches to smugglers.

Under tria l here now is a young woman who hoped to dispose in Bombay of 
1,339 watches that,  she testified, were brought in this way.

With people who like gold as much as the India ns do, all this is going to be 
difficult to curb.

The F rench Abbe J. Duboi, whose 1806 classic on “Hindu Manners, Customs, 
and Ceremonies” still is read  by scholars, wrote tha t all but the lowest classes 
in India had some gold and silver t rinkets.

Gold has always been preferred for ear and nose orna ments by the women.

GOLD C H A IN S WOR N

Rich orthodox Hindus of both sexes fancy gold chains around the neck, tubes 
of gold enclosing a mantram  (suppl icatio n) attached to the upper arm and gold 
finger rings.

A common belief is th at there should always be a speck of gold on one’s person 
to insure personal ceremonial purity.

Beaten gold leaf is used on sweet puddings in the belief tha t it aids digestion.
An engaged couple expects gold from th e re latives, the girl in trinket form, the 

man in gold British sovereigns.

Co m m en ts  of Agen cy

GOLD HOA RDING IN  IN D IA

There is no reason to doubt tha t large quan tities  of gold are  hoarded in 
India by private parties,  although any estimate of the amount involved can 
be only a guess. Such hoarding is not a new phenomenon but a continua­
tion of the practices of many centuries. In large  part,  it  reflects tradit ional  
habits of ornamentation, dis trust of financial institution s, and fear of the tax 
collector.

The Indian Government is well aware  of the problem posed by this widespread 
gold hoarding. Obviously, it would be to the Government’s advantage to find 
some way of getting hold of these hoards, since the gold could then be added 
to the Nation’s official reserves or used to finance its development program. 
The sometimes related  activities  of smuggling and illegal currency exchanges 
also create  obvious problems. We understand th at the Indi an Government 
has expended much thought and effort on the attem pt to eliminate these activi­
ties, and has had some success. Clearly, however, the task is a difficult one. 
Age-old customs cannot be ended abruptly. Changes in longstand ing attit udes  
and beliefs, development of general confidence in financial insti tutio ns and the 
government, and improvement in basic economic conditions ar e required.

Gold hoarding, smuggling, and illegal foreign exchange dealings transactions 
are  by no mean peculiar to India. They are common in countri es where eco­
nomic conditions are difficult and where large-scale development programs are 
strain ing the national resources. This is partly because such programs tend 
to generate inflationary pressures which give rise to doubts about  the future 
value of the currency. It, therefore, becomes preferable to hold one’s wealth 
in the form of gold, foreign currency, or valuable goods rat he r than in local 
currency, deposits, or securities. In addition, the necessity for conserving 
limited supplies of foreign exchange for the most urgently needed imports 
requires a system of tight  import restrictions  and exchange controls, which 
inevitably some persons will tr y to evade.

The aid which the United States is giving to India helps to combat these 
financial practices in at least  two wa ys : first, by reducing, somewhat, the 
current stra in on India’s reso urces; and second, by helping to build a more 
prosperous economy in which such practice s will be less likely to flourish.

IN D IA N  TA X RE VEN UES

Mr. P assman. You may give the m bil lions of  do lla rs,  bu t if  they 
do no t have th e tech niques  of  know ing  how to  ru n a governm ent or 
a bus iness, th en  i t is ju st  money poured  in to a rat ho le.
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Mr. Miller. Mr. Chairman, in connection with the obtaining of 
domestic revenues from taxat ion it is, of course, extremely difficult for 
a large country such as In dia, where the average cash income is ex­
tremely small for the s tate to be able to capture a very large amount 
of this cash income and mobilize it for national purposes of the coun­
try.

A comparable situation, such as its neighboring countries—this is 
about the same percentage, perhaps  even a little  bit better than it is 
in the neighboring countries—is 9 or 10 percent.

Mr. P assman. You are not in position to take issue with this In ­
dian public official about it, are you ?

Mr. Miller. The comparison with industrialized countries, of 
course, also is a somewhat erroneous comparison.

Mr. P assman. “India—The Least Taxed Country in World.’’ That  
is the captain . Of course, it makes no difference what we run into in 
this program, how weak it may be, how wild it may be. There is 
always a very fine reason why i t is th at way. But those reasons are 
breaking us.

We know th at these people have no incentive to increase taxes, even 
on the industr ial plants, as long as they have an aid program such as 
we have pouring into India.

Furthermore, they can insult us, and if we are not very careful, 
tha t increases the allocation the following week.

(S hort  recess.)
EXPORTS AN D IMPORT S

Mr. P assman. Could you tell us the amount of our exports to India 
for the past 5 years ?

Mr. (taud. I think you asked us for that yesterday, Mr. Chairman, 
and we said we would get it.

Mr. Passman. Did you get it ?
Mr. G aud. We have not yet.
Mr. Passman. Can you tell us the amount of imports ?
Mr. Gaud. You asked also for that and we will get it. I am sorry 

we do not have it today.
Mr. Birnberg. We have it for 3 years.
Mr. Passman. Give it to us for 3 years. That will help.
Mr. Gaud. This is shown at page 211. Total  exports to the United 

States from India , what we would call U.S. imports, $207 million in 
1959; $228 million in 1960; and $245 million in 1961.

They imported from us, $336 million in 1959; $640 million in 1960; 
and $490 million in 1961.

Mr. P assman. That last figure, fiscal 1961, is calendar year 1961, so 
tha t would be as late as you can give it to us ?

Mr. Gaud. That  is right.

TOTAL AID TO INDIA , FISCAL YEAR 19 61

Mr. Passman. Could you tell us the amount of all types of aid given 
to India in just  the 1 year, fiscal 1961 ? I am talking about the dis­
bursements only in all categories.

Mr. T ennant. $99.2 million in 1961. Tha t is just AID and DBF.
Mr. Passman. We will have to change it. then. What was the 

obligation to India in 1961 ?
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Mr. Tennant. $669.8 million.
Mr. Passman. Tha t is in what categories ?
Mr. Tennant. In the categories of AID , Public Law 480, and Ex- 

imbank long-term loans.
Mr. Passman. We include in those exports Public  Law 480 and 

everything else tha t is shipped to India , do we not?
Mr. Birnberg. In the export figures; yes, sir.
Mr. Passman. So, in reality , they did not requisition from us an 

amount equal to our gifts  o r gran ts or credits, did they? You obli­
gated a g reater amount to Ind ia for fiscal 1961 by $179 million, just 
in these categories, greater than our enti re expor ts; is that  righ t?

Mr. Tennant. It  is possible these may be on a delivery basis ra ther 
than an ob ligation basis.

Mr. Passman. At least you do not have the informat ion I  requested ?
Mr. Birnberg. But we are working on it, sir.
Mr. Passman. Gentlemen, do you agree tha t we have so many 

projects in Ind ia that  if we should examine them in detail it could 
very easily consume 10 days or 2 weeks, or much longer ?

Mr. Gaud. It  could, depending on the extensiveness of the examina­
tion.

Mr. Passman. To the extent tha t we have examined some of the 
projects in other countries.

Mr. Gaud. It  would certainly  take several days and perhaps longer.
Mr. Passman. We have agreed t ha t the illustrative p rograms may 

or may not be carried out as indicated in the books?
Mr. Gaud. That is true.
Mr. Passman. And if we should proceed through this huge program 

for Ind ia in detail we would get the same average type of answers 
we have in the case of the other countries ?

Mr. Gaud. We have substantially the same information on these 
projects regardless of the country they are in, yes.

Mr. Passman. That you have given us before ?
Mr. Gaud. Tha t is correct.
Air. Passman. We had desired to go into these projects in detail, 

projects on which we have absolutely no working knowledge other 
than a smatter ing of information in the  justifications, which in many 
instances are inaccurate and do not fit the case.

FIV E-Y EA R DEVEL OPM ENT  PL AN

Do you have a p lan for India, the type of plan tha t would be em­
braced in, we shall say, the 202(b) pla ns?

Air. Gaud. India has her own 5-year plan, Air. Chairman.
Air. P assman. You are not providing development credits or grants  

under what we refer to normally as the section 202(b) plan for India  ?
Air. Gaud. We are not.
Air. Passman. W hich would mean tha t reasonable adjustments 

could be made here and the charge could not be as strong tha t there 
was a moral commitment which we disregarded ?

Air. Gaud. Let me put it this  way: Whatever commitment has 
been made to India was expressly made subject to appropriation.  
Congress was fu lly informed of th is commitment and it certainly was 
made subject to appropr iation .
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Mr. Miller. It  is my understanding tha t this  commitment was dis­cussed before this committee last year when the  hearings were held on the appropriations last summer, I  think,  for fiscal 1962.
Mr. Passman. You did not reveal the information until we picked it up in the paper, and I  th ink we did ask some questions on the plan, but the informat ion received was scant and confusing. The plan encompasses projects all over India, does it not ?
Mr. Gaud. The 5-year plan ?
Mr. P assman. Yes.
Mr. Gaud. Indeed it  does.
Mr. Passman. Projec ting all these projects in Indi a to completion date, can you give an estimate of the cost ?
Mr. Gaud. All of the projects in the 5-year plan ?
Mr. Passman. All of the projects in this book.

TOTAL AID FOR INDIA

Mr. Gaud. As fa r as the development loans are concerned, the totalprogram, fo r which we are asking funds fo r next year is $ --------andtha t is the sum total of what it will cost to finish those projects.Air. Passman. We have $ --------here.
Mr. Gaud. The other $ -------- is for development gran t projectsalmost all of which are continuing, and one or two of which are new.
Mr. Passman. We discussed an unliquidated sum of $700 million for In dia  ?
Mr. Gaud. Yes.
Mr. Passman. Now you are discussing $ -------- for fiscal 1963.Tha t is the maximum you are requesting for fiscal 1963?Mr. Gaud. Yes.
Air. P assman. Tha t would give you $1,165 million. Will tha t complete all plans, past, present, and future , to the credit of India , or commitments to Ind ia ?
Air. Gaud. The loan portion would complete any loan commit­ments tha t we have to India.  It was tr ying to draw a distinctionbetween the  development gra nts for which we are as ki ng --------for1963, some of which will go beyond 1963. We have no commitments for that and they may be continued for 2 or 3 years or be cut off next year. It  depends on progress and so on.
Air. P assman. This is a continuing m atter, beyond what we see at this time?
Air. Gaud. Not our commitments.
Air. Passman. The programs you have listed, under development grants, are continuing projects ?
Air. Gaud. Subject to the appropriation of funds by Congress; yes.
We have no commitment to them ahead wi th any of these develop­ment grant, projects. Our only commitment is for development loans for  the second year of the India  5-year plan.
Air. Passman. AVhat I  am trying to find out is, can you foresee a date by which our aid to India will terminate  ?
Air. Gaud. No, sir.
Air. P assman. By the same token, you would be unable to give any estimate as to what the total aid will be before we finally move out of India?
Air. Gaud. Quite.
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N U M BER AN D COST OF  T E C H N IC IA N S

Mr. Passman. It  is most frustra ting when we look at the record 
of yesterday and find, for reasons insufficient to satisfy me, th at the 
technicians in your area had gone up an average for fiscal 1963 of 
$6,000 per teclmician. But if we go now to page 210, it indicates that 
a substantial reduction in the number of development gran t projects 
will have been accomplished by the end of fiscal year  1962, resulting  
in some reductions in staff.

Then, when we go to page 555 the word ‘‘reduction” has a different 
meaning. You have “reduced” the number of technicians from 105 
to 115.

I hope tha t is not an indication of the way o ther projects will be 
“reduced.”

Mr. Birnberg. The phras ing in the narrative  itself was in error. 
There is no contemplated reduction in staff. The figures on the blue 
sheets are reasonably accurate.

Mr. Passman. You say the personnel is going up ?
Mr. Birnberg. That is our estimate.
Mr. P assman. The number of projects are not going up ?
Mr. Birnberg. The number of projects is about the same.
Mr. Passman. Then why do you need a 9-percent increase in the 

technicians?
Mr. Birnberg. The propor tion of technicians to other forms of  as­

sistance in the development grant program has somewhat shifted. 
In  certain key projects we plan an increase in the number of tech­
nicians.

Mr. P assman. You would recommend tha t we ignore what you say 
on page 210 ?

Mr. B irnberg. Tha t is correct.
Mr. Passman. But you would not want us to ignore what you say 

on page 555, where you want an increase in technicians? Or could we 
ignore both?

Mr. Birnberg. I am saying simply tha t the statement in the narra ­
tive is in error.

Mr. Gaud. It  strikes me, Mr. Chairman, th at Mr. Birnbe rg has been 
quite fran k in admitting a mistake.

Mr. Passman. If  we poin ted out all the  mistakes we would be here 
until  Christmas Eve. We have already pointed out very many of 
them and we are still wa iting for answers.

Mr. Miller. If  you have not received an answer, Mr. Chairman, 
we will see that you do.

Mr. Gary?
Mr. G ary. Mr. Chairman,  I  expressed my views on India yesterday 

or day before yesterday.
Mr. P assman. Mr. Alexander?

objectives of foreign assistance TO IN D IA

Mr. Alexander. Mr. Gaud, in regard to Indi a I note you say you 
cannot projec t how long and how much we will spend there in the 
future. Is it our objective to  try to bring the living conditions and 
standards of the people of th is g reat country to those of our country.

Mr. Gaud. Not as I see it ; no.
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Mr. Alexander. What specifically and briefly, would you say our 
objectives there are?

Mr. Gaud. I think it is very hard  to be specific and concrete about 
them. We are in India, I would say, for two reasons: One is because 
of the position tha t she has in Asia, because she is, you might say, 
the bellwether nation of Asia with respect to her maintaining a de­
mocracy. And secondly, because of the cold war situation. It  strikes 
me what we are afte r in the long run is to insure stabil ity in that  
part of the world and if it will take 3 or 5 or 10 or more years to in­
sure that stability, I would say it would be to our national advantage 
to be there.

Mr. Alexander. Stabili ty is attained more by the will of the people 
to make it so than by what standard of living they are on.

Mr. Gaud. I think the latter has a great deal of bearing on the  for­
mer. If  people feel underprivileged T think  they are more ap t to be 
unstable and the Government is more apt to be unstable than if they 
have a modicum standard of living.

TOTAL U .s . AID TO IN DIA

Mr. Alexander. How much money did  we pu t into India  last year, 
how much did the United States put in, military,  grants,  loans, and 
everything?

Mr. Gaud. We put in no milita ry assistance. In this parti cular
program we put in --------and the re was a Public Law 480 program in
the amount of roughly $254 million.

Mr. Alexander. Approximately $600 million?
Mr. Gaud. $600-odd million.
Mr. Alexander. How much are you asking for in all this year?
Mr. Gaud. We are asking fo r--------again under our program and

Public Law 480, I think, is roughly the same as last year, perhaps a 
little higher.

Mr. Alexander. And yet this is a country that certain ly is barely 
neu tra l?

Mr. Gaud. Yes. One out of every seven people in the world is 
an India n and this is a very important  country in terms of the future 
as we see it. I could not agree with you more tha t Ind ia does not 
take the stance on many issues that we would like to see her take, but 
we do not spend our money and time to cultivate only our friends. 
We want to get the neutrals too on our side and if we do not get them 
we lose the ball game.

Mr. Alexander. Plow much are you spending on young people in 
India, teaching them?

Mr. Gaud. We have a number of projects in the education field 
but by and large the Indians are doing that  themselves.

Mr. Alexander. Their  religion and culture and everything is d if­
feren t from ours in a democratic way of thinking?

Mr. Gaud. Yes.
Mr. Alexander. And in order to have much of an impact on the 

thinking  of the Indian people it would take a thousand years?
Mr. Gaud. I do not know about a thousand years. Afte r all, this 

country  is a good deal less than 1,000 years old and I think we have 
had a great influence on the world at large. It  certainly  will take 
more than a few.
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Mr. Alexander. I am af raid  so. 
That is all, Mr. Chairman.
Mr. Passman. Mr. Andrews ?

AID TO INDIA FROM SOVIET BLOC

Mr. Andrews. I see where Ind ia expects about $900 million of dis­
bursements from assistance pledged and expected from the Soviet bloc.

Mr. Gaud. Yes, sir.
Mr. Andrews. Over what per iod of time ?
Mr. Gaud. I think  tha t is a cumulative figure, Mr. Andrews. From 

1946 through 1961 Ind ia received a total of $945 million from the  Sino- Soviet bloc. Of tha t, $139 million was in fiscal year 1961, and in the 
first h alf  of fiscal 1962, to the best of our knowledge, they received some $37 million from the Sino-Soviet bloc.

I am reading  from page 212.
Mr. Andrews. Do they expect to continue to receive aid from the Soviet bloc ?
Mr. Gaud. As fa r as we know they do.
Mr. Andrews. They also expect to continue to receive aid from us ?Mr. Gaud. That is true. It  is a tug of war.

THIRD 5-YEAR DEVELOPMENT PLAN

Mr. Andrews. This is the ir thi rd 5-year plan ?
Mr. Gaud. Yes.
Mr. Andrews. What year are they in of  the thi rd 5-year plan?
Mr. Gaud. They are now in the second year of thei r thi rd 5-year plan.
Mr. Andrews. I read on page 207 th a t:
The thi rd 5-year plan calls for  development expenditures of $24.4 b illion, of which $15.8 billion  will be in the public secto r and $8.6 billion in the  private sector.
Mr. Gaud. Yes, sir.
Mr. Andrews. I assume we will go wi th them all the way ?
Mr. Gaud. The great bulk of tha t will come from the Indians 

themselves. We will, however, if this aid program continues, pre­
sumably, continue to support  the thi rd 5-year plan throughout the 5- vear period.

Mr. Andrews. And you have no assurance the aid program will end at the end of the third 5-year plan ?
Mr. Gaud. No, sir.
Mr. Andrews. On page 208, second paragraph, I read:
After allowing for  a rise  in export earn ings to almost $8 billion, and debt repaym ents  on ear lie r loans  of app roxima tely  $1 billion, $6.7 billion in external ass ista nce  will be needed to  meet pla n requireme nts.
Mr. Gaud. Yes.

USE OF FUNDS FOR PAYMENT OF INDIAN DEBTS

Mr. Andrews. Will any of the money th at is given them in fiscal 
1963 or 1964 be used to repay debts tha t the Indian Government owes?Mr. Gaud. No, sir.
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Mr. Andrews. Are you sure of tha t ?
Mr. Gaud. Yes, sir. Our aid to India against  the thi rd 5-year plan 

consists of development loans to finance specific projects or to finance 
programs of imported commodities from the United  States. We do 
not give them any money.

Mr. Andrews. Tha t is all, Mr. Chairman.
Mr. P assman. Governor Montoya?

CONSORTIUM

Mr. Montoya. You mentioned in your earlier testimony tha t in 
addition to the aid extended tha t Ind ia was to be helped through 
the medium of a consortium entered into by us and other countries?

Mr. Gaud. Yes.
Mr. Montoya. Does that  consortium mean tha t we spend sepa­

rately from this justification under development loans an additional 
sum out of the Treasury ?

Mr. Gaud. You mean under  the aid program ?
Mr. Montoya. Under  the consortium.
Mr. Gaud. No. Our contribution to the Indian plan under the 

consortium consists of $450 million of this $----- we are asking for here.
Mr. Montoya. Reading from page 208 of the justifica tions, I  quote:
The United Sta tes offered to provide $1,045 million, contingent on commen­

sur ate  cont ributions from othe r free  w orld  countr ies. IBRD and the Ind ust ria l 
Development Auth ority  (IDA) offered $400 million, and other consort ium 
count ries $780 million.

Mr. Gaud. Yes, sir.
Mr. Montoya. Is the $1,045 million to be appropriated over a long 

period of time?
Mr. Gaud. Some of that , sii, was appropriated and committed in 

fiscal 1961, some of it last year in fiscal 1962, and th e balance of the
$1,045 million is included in this $450 million of the  $----- for which
we are asking now.

In other words, if  the fiscal 1963 appropriation goes through tha t 
will complete tha t $1,045 million commitment.

FUTURE REQUESTS FOR CONSORTIUMS

Mr. Montoya. I s it contemplated we will enter into another con­
sortium so you can come in and ask for more funds?

Mr. Gaud. The consortium is a continuing organization. I t has 
no date fixed for its next meeting, but the chances are sometime this  
coming winter there  will be a meeting under the auspices of the IBRD  
to consider the thi rd year of the 5-year plan or the thir d and fourth 
years. The Indians themselves at the present time are reviewing the 
third, fourth, and fifth  years.

Mr. Montoya. Ts it  reasonable to assume they will make additional 
requirements from the par ties to this consortium ?

Mr. Gaud. Yes, and it is reasonable to anticipate we will meet those 
requirements to some extent.

Mr. Montoya. Can you give us figures as to the range of possi­
bilities?

Mr. Gaud. We cannot. We do not know what  the total require­
ments will be nor  what the attitude  o f the other  countries will be.
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Mr. Montoya. Do you antic ipate they will be large ?
Mr. Gaud. I think i t is fa ir to say they will not  be grea ter than the amounts we have pledged for the last 2 years.
Mr. Montoya. Will they be of the same range ?
Mr. Gaud. Tha t is h ard  to answer because I am dealing with too many imponderables, but in this range, yes.
Mr. Montoya. You are plann ing to come to Congress asking for figures rangin g in the same amounts you have in the la st 2 years ?Mr. Gaud. Yes, we do, barring  some unusual change of circum­stances.

LO AN  R EPA Y M EN T

Mr. Montoya. Have you made any loans to Ind ia t hat  are repayable in rupees ?
Mr. Gaud. Under the development loan category of the present law we have not.
Mr. Montoya. Under  any other funds ?
Mr. Gaud. Not since this act came into effect.
Mr. Montoya. What are you doing with the repayments under the previous loans ?
Mr. Gaud. The ones which preceded the enactment of this act?Mr. Montoya. All repayments.
Mr. Gaud. We have to draw a distinct ion between repayments made under the Development Loan Fund, which were by and large local currency loans. The funds received in payment of those loans go into the Treasury.
Mr. Montoya. The funds received under  the new Development Loan Fund loans are repayable in dollars and go into the Treasury?Mr. Gaud. No.
Mr. Montoya. They go in the revolving fund  ?
Mr. Gaud. Yes. They come back to us, as it  were.
Mr. Montoya. The loans made which are repayable in rupees, they are not removable out of Ind ia;  is that correct?
Mr. Gaud. No, I think they are removable out of India and they go in our Treasury.
Mr. Montoya. Have you been relending them ?
Mr. Gaud. We are not allowed to relend them. I think  they go in the general fund in the Treasury.
Mr. Montoya. Have they been relending them ?
Mr. Gaud. This is not my business. This  is in the Treasury and I have not the foggiest idea.
Mr. Montoya. Under previous lending  procedures which required payment in local currencies, we usually had provisions in those con­trac ts tha t those local currenices were not to be converted into dol­lars. I presume the same is true  with respect to all these contracts with Ind ia and therefore we cannot utilize these rupees for anyth ing whatsoever ?
Mr. Gaud. I am not briefed on that,  I  am sorry to say. I do not know whether Mr. Tennant knows the answer or not.
Mr. Tennant. It  is true we cannot use those funds.
Mr. Montoya. If  we cannot use them they do not  go in the T reas­ury?
Mr. Tennant. AID  cannot use them.
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Mr. Gaud. We cannot use them.
Mr. Montoya. Who can use them ?
Mr. Gaud. I think they go in the general fund of the Treasury and 

the United States can use them.
Mr. Passman. We were on this discussion yesterday. It was my 

understanding, from testimony in previous years, tha t you would 
make the development loans to a country repayable in their  own cur­
rency. You could not import anything from the country for those 
funds; you could not convert those funds into dollars; you could not 
import  anything from any other country for those funds; and at 
some subsequent date, when the loans came back in, there would have 
to be a mutual agreement between the recipient country and the aid 
country as to how the funds could be used in the recipient country.

Mr. Montoya. Tha t is the point I was leading to as a premise for  
asking another question:

Assuming the chairman’s observations are true—and I think they 
are because the testimony of previous years is replete with justifica­
tion of tha t premise-----

Mr. P assman. Governor Montoya, would you give these gentlemen 
a chance to confirm or refute  the statement I made? The develop­
ment loans made prio r to the new act, where the bankers such as Mr. 
Black and Mr. Dillon, said if you converted to dollars you defeated 
the program, and if you used the local currency for imports you 
defeated the program—but we changed the policy overnight ; we 
finally got turned around, and we do know that  under  the new act any 
dollars paid back from the development credits go back in the pro­
gram, and not into the Treasury.

Mr. Gaud. I am not briefed on this partic ular  question.
Mr. Passman. Are you, Mr. Secretary ?
Mr. Lee. No.
Mr. Passman. Are you, Mr. Miller?
Mr. Miller. As I understand the situation, previously with the 

Development Loan Fund the local currencies which were payable 
as a result of the  loans made under the Development Loan Fund, un­
der the old sta tute—the Mutual Security Act of 1954 as amended— 
were paid into a revolving fund which was under the Development 
Loan Fund and was available for use unde r the Development Loan 
Fund as a revolving fund for tha t Fund.

Mr. Passman. To that  particu lar country.
Mr. Miller. I am not sure about that.
Mr. Passman. Mr. Tennant, do you know ?
Mr. Tennant. My understanding is th at the local currencies which 

were repaid were normally usable in the country involved.
Mr. Rooney. Usable in connection with an agreement which in 

many instances limits the amount that may be used, for instance, for 
the payment of the  expenses of our diplomatic mission in tha t coun­
try. Is t ha t true?

Mr. Tennant. Tha t is true.
Mr. Passman. Tha t amounted to 5 percent or so. But, can we 

reach an agreement tha t I have stated the facts as you unders tand
them?

Mr. Ford. Mr. Chairman, I think  your assumptions are correct, 
but rather than have what we believe to be true on the record, why 
do we not ask them to get somebody from the Bureau of the Budget
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or in their  agency give us a completely legal statement as to the ac­
curacy or  inaccuracy ?

Mr. Miller. We shall be happy to do so.
Mr. Passman. Personally, 1 know what I am talking about, but 

as there is not a member of the AID program here today—and there 
are five, including the counsel—who can say whether I am righ t or 
wrong ? You might submit tha t statement fo r the record.

(The following statement was submitted for  the reco rd:)
U se s of L oan R epa y m en ts  in  L ocal  Cu rren cie s

Pr ior to ena ctment of the  Fore ign Assis tance Act of 1961, abou t 80 percent of Development Loan Fun d loans  were repayable in local currencies . The 
repayments wen t to the  Development Loan Fund , and were avai lable for U.S. Government expenditures and for  relen ding  for projects  in the  country  from which they  were received. In  connection with DLF  loan agreements, the  DLF  agree d with  the  governmen t of the  pro ject country  to res trict other use of re­payments. The  DLF generally agreed th at  withou t the  consent  of the project country  it could not  use local currency  repayme nts to finance the purchase  of goods or services for exp ort from the pro jec t country  or to purchase other curr encies excep t from oth er agencies  of the  U.S. Government. The  agre e­ments provided for  renegotiatio n of the res tric tions in the  event of sub stantial improvement in the  economic and financia l posi tion of the  pro ject country.

With enac tment of the Fore ign Assi stanc e Act of 1961, the  development lend ing program shi fted  to dollar repayable loans. Dollar  repayments remain avai lable  for  new loans.
Pu rsu an t to section 612 of the  act, foreign currency repa yments unde r exist ing loans now go into the  Tre asury. Subject to cer tain rese rva tion s for  educational and cultu ral  exchanges, these fund s are  ava ilab le for  oth er U.S. Government uses. Fun ds in excess of such rese rvations and  U.S. Government  use require ­ments are ava ilab le for  economic assi stance program s but only as authorized in app ropriat ion  acts.

DLF local currency loan repaym ents  and, the ir uses through Mar. 31, 1962 
[A ll figu res in  m il lio ns  of  U.S . doll ar s]Amount re pa id :

Pri nc ipa l--------------------------------------------------------------------------------$37. 5In te rest_____________________________________________________  26. 0
To tal______________________________________________________  63. 5

Uses of fu nd s:
Sold for U.S. dolla rs__________________________________________  7. 5Loans_______________________________________________________  . 8
Adjustme nts_________________________________________________  6. 0
Balance_____________________________________________________  49. 2

To tal ----------------------------------------------------------------------------------  63. 5

REPA Y M EN TS IN  RU PE ES

Mr. Montoya. Assuming thi s to be true , 1 would like to get into the 
record the amounts of repayments in rupees by the Indian Govern­
ment on all loans up  to date and whether  those repayments have, in 
turn , been utilized for fur the r loans in rupees to the local govern­
ment.

Mr. Gaud. We will get that, sir.
Mr. Montoya. And I  want that year  by year.
Mr. Miller. This is under the  Development Loan Fund  ?
Mr. Montoya. Under the old act. Rut  repayments are still com­

ing in?
Mr. Gaud. Yes. We will cover all repayments.
(The  following was submitted fo r the reco rd:)
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Mr. Passman. Will the gentleman yield?
Mr. Montoya. Yes.
Mr. P assman. You people administer the development loans under 

the Development Loan Fund as well as the development gran ts under 
the new legislation, do you not ?

Mr. Gaud. Y es.
Mr. P assman. Thank you.
Mr. Montoya. When you do make these loans out of repayments, 

you do not include those in your justifications before this committee, 
do you ?

Mr. Gaud. Congressman, I do not know of any such loan having 
been made while 1 have been with the agency. I will check that. I 
would like to put a statement in the record on that, if I may.

Mr. Ford. Will the gentleman yield ?
Mr. Montoya. Yes.

US E OF LOCAL CU RRENCY REPAYM ENTS

Mr. F ord. Would it be possible that  such loans out of available 
rupees in Ind ia would be made at the local level without  your 
knowledge ?

Mr. Gaud. That would be impossible. They have no au thority to 
do that.

Mr. Tennant. Any repayments into the old Development Loan 
Fund since. Ju ly 1, 1962, are  frozen in the sense we cannot use them. 
None have been made since the change in legislation.

Mr. F ord. Could we find out what the availab ility of those frozen 
assets was as of the date of availability  ?

Mr. Passman. If  you had $100 million repayable from country  X 
in the currency of  the country, under the old Development Loan Fund, 
with the exception of the small amount to be spent for our mission, 
there had to be a mutual agreement between the recipien t country 
and the United States  as to the project  for which the local currency 
could be spent. Is tha t your  understanding?

Mr. T ennant. Yes, sir.

CONTROL OF RE CI PIEN TS  OVER LOCAL CU RRENCY USE S

Mr. P assman. So, if they could not reach an understanding then 
the amount of funds would be dormant. They could not be used.

Mr. Gaud. That is right.
Mr. P assman. Then, if the nation should decide, if they had 

frozen, say, $100 million worth of funds of thei r own currency, that 
they wanted to spend it on projects A, B, C, and D, but we did not 
reach an agreement, they could ju st as easily s tar t up  the presses and 
run off an additional $100 million worth of currency, and spend it, 
because they have $100 million frozen and dormant—and they could 
keep it  frozen for 100 years, because the contract says there must be 
mutual agreement. Could it not be followed out to those conclusions ?

Mr. Tennant. I wouldn’t exactly come to that conclusion.
Mr. P assman. I speak about w hat could be done. We are not run­

ning the complete inte rnal affairs of these countries.
Mr. T ennant. No, not their affairs. The p oint  I want  to get across 

is that the use of the local currency is covered by the loan agreements.
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Tha t is why we cannot give you an overall statement. You have to 
take them agreement by agreement or country by country.

Mr. Passman. That  is right , but it is a mutual agreement when 
you get ready to spend it back in the country. There is agreement 
between the recipient and donor nations ?

Mr. Tennant. There is a loan agreement .
Mr. P assman. I refer  to the prio r agreement, but if I am making a 

statement of fact I want to know it. We shall read into the record 
from prior years’ hearings, do some research, and put it in the record.

It  would appear to me we have made a statement of fact th at you do 
have the currency of this country, but it is dormant until the recipient 
and the donor reach an agreement as to the projects for which the 
money should be spent. If  they cannot reach agreement then tha t cur­
rency is dormant, and cannot be spent.

But if the country wanted to outfox  us they could go out and prin t 
the same amount of currency, go ahead and do their projects without 
our permission, because we do not control thei r currency.

Mr. Gaud. They can do tha t whether we hold the ir currency or not.
Mr. Passman. I see where there is a possibility of their making 

dormant hundreds of millions of dollars worth of the currency if we 
do not reach agreement as to the projects.

Mr. Montoya. I will make one fur the r statement complementing 
yours.

I do not believe there is a country where an agreement has been 
entered into tha t has ever permit ted the use of  repayments  in local 
currencies for our use outside of its borders or for our use in buying 
products for export into the U nited  States .

Mr. Passman. I think the gentleman is absolutely correct. That  
was my unders tanding of the way the projec t was to be handled. I 
am talk ing about the old development loan now and not the new.

Mr. Montoya. I yield to the gentleman from North  Carolina.

REFORM MEASURES

Mr. Alexander. Mr. Gaud, there is one other question which occurs 
to me. Under the A ID p rogram we have been very much concerned, 
and the President has been very insistent, tha t on this program we 
have as a condition precedent certain land reforms and certain tax 
reforms which eventually will assist us and other countries which are 
aiding  underdeveloped countries.

Wh at been done in Ind ia with reference to these land reforms and 
tax reforms?

Mr. Gaud. There has been a good deal of development in India, 
part icularly  in the field of land reform and in the village development. 
There is more to be done, Congressman. We are not at all satisfied 
any more than  you are.

Wi th the progress made, we think  there is a grea t deal more progress 
that  can be made and should be made.

TAX ADMINISTRAT ION IMPROVEMENTS

So fa r as taxing is concerned there has been improvement in the 
tax adminis tration. There has been a good deal of change. There 
have been higher rates of taxes with regard to businesses and tha t sort of thing.
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Until  you get the per capita income of the people a good deal higher than it is, the  possibilities of raising very much by way of taxation from the average person is not very great.
The best you can say is tha t these are sectors where we feel progress is being made and we also feel there is more progress tha t can and shouldbe made. We will do our best to help it along.
Mr. Alexander. Do you thin k tha t we as a nation would be better off to have this fund  which we give to countries like Ind ia go on condition tha t they do certa in things ? Here it is, it is available, you meet certain specifications and it is yours?  If  you don't  meet them you don’t get it  ?
Mr. Gaud. As fa r as In dia  is concerned tha t is what you do in the 5-year plan and the consortium arrangement.

FIV E-Y EA R PL AN

The 5-year plan is a rath er bulky document. I have it  here. This is nearly 750 pages long and it  discusses not only In dia ’s requirements for progress but how she proposes to meet them.
In order to carry out this plan Ind ia has had to mobilize her own resources to a very considerable degree, grea ter than ever before.
She raises most of the money which goes into this 5-year plan. We make our contributions  to the 5-year plan on condition tha t she lives up to the requirements tha t are set out here, so in effect when you contribute  to a  plan of this sort what you are doing is saying tha t we will put up so much money provided tha t you put up so much money, and in orde r for  them to put up tha t much money they have to increase thei r taxes, they have to increase the efficiency of the ir tax  adminis tra­tion, and they have to increase thei r exports. They have to take a whole series of steps in order  to achieve this goal.
1 f they don't  do that we do not go through with  our part.
Really, in a country like Ind ia where you have a plan as advanced as this one, here is where your self-help is, right here, in terms of the ir devoting a certain portion of thei r resources to the plan.
Mr. Alexander. Do they also have a plan with Russia?

SOURCES FOR FOR EIG N EXCH AN GE RE QU IREM EN TS

Mr. ( taud. The foreign exchange which Russia contributes, or lends, to India  goes toward this 5-year plan. In  other words, the 5-year plan is the total amount of foreign exchange and local currency which Ind ia needs to achieve certain ends.
Whether we lend her money, whether the Brit ish lend her money, whether the Russians lend her money, whether the Chinese lend her money, i t goes to the foreign exchange requirements o f this plan. To the extent the Russians lend money to India, to tha t extent we and the other Western nations have to lend he r t ha t much less.
Mr. Alexander. Actually if India is getting ahead on borrowing money alone she is not making progress.
Air. Gaud. She is not gett ing ahead on borrowed money alone. I ha t is the whole point. Her  foreign exchange requirements, as someone pointed out a while ago, are something like $6.7 billion in external assistance. This plan calls for $24 billion to  be spent over a
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5-year period, so the foreign exchange requirements which come from 
outside the country7 a re between 20 and 25 percent of the total amount 
that  is to be spent to accomplish this development, if it is accom­
plished.

The great bulk of it is spent by Ind ia herself from her internal 
resources. Here is why I say the  self-help is here with in the policies 
of the 5-year plan.

CO NSO RT IU M  LO AN  AGR EE MEN TS

Mr. Passman. We did, on yesterday, read into the record all the 
loans and loan commitments from other members of the so-called 
consortium.

Do you recall that  ?
Mr. Gaud. I do. sir. Thev are past loans.
Mr. P assman. Germany, 2y2 years, interest, 5y> percent.
Germany. 7 years, interest G percent.
We ran down this list.
Japa n had a substantial loan at 5% percent interest. They ex­

tended the loan to 15 years, but then raised thei r interest to G percent.
We have put tha t in the record. They are making the same types 

of loans tha t nations made to each othe r perhaps 100 veal’s ago.
Europe  is making loans and reaping the harvest. Thiele Sam is 

making the grants.
We also inserted in the record the list of credits that  this country 

made. What  did we run into? Forty  years; interest, zero: 10-year 
grace period.

LO AN  R EPA Y M EN T TE RM S

We supplemented that  information today out of the International 
Development Organization, $122 million; they, too, made loans, but 
theirs went up to 50 years, no interest. 10 years of grace.

Mr. Gaud. Let me say one thing if I may. I don’t want to repeat 
my testimony of yesterday when I pointed out the extent to which 
a number of these countries have lengthened their terms and de­
creased thei r interest rates.

LO AN S IN CLUDED IN  CO NSO RT IU M

One thing I specifically want to correct, which did not come up 
yesterday. No loan by any country is eligible for being counted in 
the consortium if it is less than 10 years.

I am not saying that in the past, as your exhibit shows, Germany 
and one or two other countries have lent some money for less than 10 
years. However, as of today, and this has been true  for at least 2 
years, no money will be counted under the consortium i f i t is less than 
10 years. The others are-----

Mr. P assman. I read into  the record from the list you gave me. Is 
tha t correct ?

Mr. Gaud. No question about it.
Mr. P assman. This is a new aspect of the program.
Mr. Gaud. It  happens to be true.
Mr. Passman. I want the record to show that  I read your list, not 

some list that I made up.
Mr. Gaud. I am not challenging those facts.
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LOANS FOR CAPITAL PRO JEC TS

Mr. Montoya. Mr. Gaud, I  notice in the  justifications that you have a listing of the loans which have been made under the previous ad­ministration and also under this  administration to Ind ia for differ­ent types of projects  which require the use of capita l goods, such as for powerplants, railroads, hydroelectric plants.
Mr. Gaud. Right .
Mr. Montoya. And you also have a loan here for steel imports.Mr. Gaud. Yes, sir.
Mr. Montoya. And for the star ting of a truck factory  in India under the sponsorship of an Ita lian concern, F iat  of Italy. Tha t is on page 607.
Will you lis t all these projects in the  record, I mean all these loans, and afte r each project will you designate what amount of the loan was used for the purchase of goods to service the project from the United  States, or within the Uniterl State s ?

LOANS TIE D TO PROC UR EM ENT IN  THE UNIT ED  STATES

Mr. Gaud. Congressman, since this  new act of ours, the one under which we are operating, when the dollar loans went into effect, these loans have been 100-percent tied to the United States .
Mr. Montoya. On all machinery ?
Mr. Gaud. Absolute ly; 100 percent.
Mr. Montoya. I want  to get this information on whether or not these loans generated  any business for U.S. indus try and whether those dollars were used to purchase machinery within the United States.
Mr. Gaud. The answer is yes to the extent of 100 percent, if I un­derstand your question.
Mr. Montoya. The old loans?
Mr. Gaud. No, I beg your pardon. On tha t I would have to check.Mr. Montoya. Tha t is what I am ref erring to.
Mr. Gaud. I would have to check.
(The informat ion follows:)

Percentage of U.S. Procurement on Loans to India Under the Mutual 
Security Act

DLF loans to Ind ia provided for global procurem ent until  DLF  adopted a U.S. procurem ent policy in October  of 1959. Loans extended  up to th at  date tota led $185 million, and it was  estimated  th at  app rox ima tely  20 percent of such f inancing was used fo r U.S. procurement .
Eigh t Ind ian  power projects  (Ahmedabad , Barau ni,  Shara vathi , Kanpur, Barapani , Cha ndrapura, Durgapur, and  Bir singhp ur)  were  und er consideratio n at  the  time th at  the DLF procuremen t policy was revised. Since engineering and design ing by the Ind ian  borrower and DLF’s appra isa l had  proceeded on the basis  of the  ear lier policy, it was agreed that  up to $50 million of the  tota l foreig n exchange cost of $78.6 million for  these  project s would be perm itted  on a free  world basis.
DLF  loans  extended to three  development banks in 1960 p erm itted free  world purchase s in cases where a given order for  equipment involved less tha n $50,000 (th e National Small Ind ust ries Corp.) and $100,000 (th e Industr ial  Finance Corp, of Ind ia, and the  Industr ial  Cre dit and Investm ent  Corp, of India) .All other DLF  loans extended to Ind ia af te r October 1959, and all loans by AID to Ind ia (including a second loan to the  Industr ial  Finance Corp, of Ind ia)  require 100 percent p rocurement f rom the United State s.
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IN DUS RIVER BA SI N FUNDIN G

Mr. Montoya. In  addit ion  to the  reques t which you hav e made to 
the  Congress, do you  also have a reques t fo r the fu rthe r fu nd in g of 
the  Ind us  Rive r p ro jec t ?

Mr. Gaud. Yes, sir.
Mr. M ontoya. W ha t does t hat  am ount t o ?
Mr.  Gaud. Th e reques t for th is com ing year, 1963, is $30 mi llio n.
Mr. Montoya. Do you have any othe r requ est fo r In di a outsid e 

these jus tifi cat ion s?
Mr. Gaud. In di a?
Mr. Montoya. Yes.
Mr. Gaud. Th e In du s money is no t spen t in In dia.  You  un de r­

sta nd  th at .
Mr. Montoya. Yes, I  know.
Mr. Gaud. No. The only  reques t we hav e fo r In di a is the  $---------

which is $450 mi llio n of development  loans an d $---------of  dev elop­
ment g ran ts.  That  is all .

u.s . contributions to internation al loans

Mr. Montoya. W ill  you also li st— I  pre sum e t he  c ommit tee alr eady  
has  asked you  to lis t—th e in te rn at iona l fund s an d wh at  In di a is de­
riv ing by  way of  loans f rom  those f un ds?

Mr.  Gaud. Yes, the  cha irm an  ask ed f or  th at  earlie r.
Mr. Montoya. Will  you  in th at  li st in g include the U.S . pa rt ic ip a­

tion by way  of  capit ali za tio n in th ose  fund s ?
Mr. Gaud. Yes, we will show th e pe rce nta ge  to which the Un ite d 

State s con trib ute s.

GOODS TAID FOR FROM U .S . FU NDS

Mr. P assman. I f  you  approv e dev elopm ent  cre di ts fo r In di a in 
the a mo un t of  $100 millio n, we sh al l sa y, 40-year te rm , no int ere st,  with  
a 10-year grace per iod , an d ag ains t th at  cred it In di a ord ers  $100 
mil lion  worth  of goods fro m Am eri ca , the n the sh ippe r is pa id by 
ou r Go ver nment  fo r th e sh ipm ent, is he no t ?

Mr.  G aud. Yes, paid o ut  of  th e procee ds of the  loan .
Mr. P assman. The loan  is------
Mr. Gaud. We don’t give the mon ey to In di a if  th at  is wh at you 

mean.
Mr.  P assman. An d you  do n’t ge t any  of  In dia ’s for eig n exchange ?
Mr . Gaud. No.
Mr . P assman. So, ins tea d of  the invoice be ing  sent to In di a fo r 

pay ment out of he r ea rn ings  it  is sent  to  the  U.S. Tr easu ry  fo r 
pay ment?

Mr . Gaud. I don ’t kn ow wh eth er  it i s the  Treasur y or a bank  bu t the  
money s tays here , a t any  ra te.

Mr.  P assman. I t winds up  being  pa id  out  of  the U.S . Treasury , 
does it  not?

Mr. Gaud. Yes, s ir.
Mr . P assman. Re gardles s of  wh at clearinghouse  may  cle ar it?
Mr. Gaud. Yes, si r.
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Mr. P assman. It  winds up being paid for by the U.S. Treasury . 
Mr. Gaud. It  does.
Mr. P assman. Mr. Ford?
Mr. F ord. Off the record.
(Discussion held off the record.)

FISCAL  YEAR  1902  PROGRAM— PROPOSED AND ACTUAL

Mr. F ord. Last yea r’s justifications, which I have in my hand, 
indicate tha t the proposed program of assistance envisioned $17.1 
million in development gra nts and $500 million in development loans.

Mr. Gaud. That is right .
Mr. Ford. Wha t was actually executed ?
Mr. Gaud. In  1962 ?
Mr. Ford. In fiscal 1962.
Mr. Gaud. $445.9 million in development loans and $19.2 million 

in development grants.
Mr. Ford. Now looking at the books for fiscal year 1963, the line 

on page 207 fo r your fiscal 1962 program, that shows that your fiscal 
1962 program-----

Mr. Gaud. I thought you wanted actual figures.
Mr. Ford. I am tryin g to follow th is through to see the variations 

which might have taken place, if  there are variations.
Mr. Gaud. Right.
Mr. Ford. Your fiscal 1962 program as shown in the fiscal 1963 

book indicates $15.2 million for the g rant program.
Mr. Gaud. Yes, sir.
Mr. Ford. And $388.1 million for the development loan program.
Mr. Gaud. That is correct.
Mr. Ford. You just testified that  you actually executed $19.2 mi l­

lion in development grants .
Mr. Gaud. Yes, sir.
Mr. F ord. And $445.9 million for development loans?
Mr. Gaud. Yes, sir.

REASO NS FOR VARIATIONS IN  1962  PROGRAM JU ST IFIC AT IO NS

Mr. F ord. Why do we have tha t much va riation between what you 
propose to do, what  your jus tification sheet prepared  in Janua ry said 
you were going to do, and what you actually executed ?

Mr. Gaud. As fa r as development gran ts are concerned there were 
three things which were responsible for the increase.

Fir st, in either Jan uary or February the World Heal th Organiza­
tion changed its standards as to  the amount of DDT, we had to use 
in the malaria eradication program in India. This  required an ex­
penditure of $2i/2 million more than we had planned.

Second, we moved ahead during fiscal year  1962 with our long- 
planned assistance to a technical institu te in Kanpu r. This program 
was set up through a group of American universities.

Mr. Ford. A consortium of American universities ?
Mr. Gaud. Tha t is right,  headed by MIT. We appropria ted some­

what more to tha t projec t than we had originally thou ght  we would.
Third, in the course o f the year we decided to accede to the request 

of the Indian Government tha t we finance a study of whether it
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needed another steel plant. Those three items together are responsible 
for the increase in development grants.

There were some reductions in other projects so the  figures are not 
exact, but basically these are the three im portant growth items.

As fa r as the development loans are concerned, as the year went on 
and as we were presented with projects  included in the plan which 
seemed to us to be worthy of support, and feasibility studies went 
along, and so forth , we ran ahead, if you will, of the $388 million to 
the point of $445.9 million.

As I have said before, with all of these development loan figures you 
never know in advance exactly what  projects are going to reach the 
point of completion, which you will find satisfactory when you have 
seen the feasibili ty s tudy, and those which you will go through with.

Mr. Ford. Were any funds acquired for Ind ia through the con­
tingency fund process?

Mr. Gaud. No.
Mr. Ford. None whatsoever in fiscal 1962 ?
Mr. Gaud. None, sir.

PROGRAM REAPPRAISA LS AFTER REDUCTION  IN  1962  APP ROPRIATION  
REQ UES T

Mr. F ord. It  is my recollection th at Congress last year reduced the 
appropriation fund for development grants by some amount. What 
was the reduction ?

Mr. Tennant. We requested $380 million and we received $296.5 
million.

Mr. F ord. I suppose those reductions had to be passed along to 
various countries ?

Mr. Tennant. Yes, we reappraised our program in terms of pr i­
orities.

Mr. F ord. $84 million worldwide, and yet Ind ia came up with an 
increase of $4 million in a program which was originally proposed.

Mr. Gaud. If  you go throu gh the individua l countries in the 
Near Fast-South Asia region you will find changes up or down.

Mr. Ford. I am sure there had to be.
Mr. Passman. Would the gentleman like to keep the record com­

pletely stra ight  on this?
Mr. F ord. Surely.
Mr. Passman. On development grants,  th at is a combination of the 

original bilateral technical aid programs and a mixture  of grants. 
Is tha t correct ?

Mr. Tennant. Yes, sir.

UNOBLIGATED AN D UNRESERVED BALANCES

Mr. Passman. Even though we made a reduction as of June  30, 
1962, you had on hand $15,700,000 unobligated and unreserved in 
development grant categories; did you not ?

Mr. Tennant. Tha t is correct.
Mr. P assman. Thank you.
Mr. F ord. I assume, however, tha t tha t had been programed?
Mr. Passman. No. It  was unreserved and unobligated, lapsed.
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Mr. T ennant. That unobligated balance which existed on June 30 
of $15.7 million is actually made up of curren t year funds and prior  
year funds.

Mr. Passman. It  follows, nevertheless, those are the unobligated 
and/o r unreserved funds ?

Mr. Tennant. That is correct, sir.
Mr. Passman. Comparing tha t to last year, when you gave us a 

recapitulation, the amount went up when you got the final to tal of 
the overall program ?

Mr. Tennant. Yes, sir.
Mr. Passman. Thank you.
Mr. Tennant. To answer the question, the books last year, as I 

recall it,  had a continuing cost in only allocating amounts by country 
for development grants. The new projects were not detailed out by 
country.

Mr. F ord. There is a parenthesis underneath development g rants 
in last year’s book which says: “Continuing activ ity.”

Mr. Tennant. You will recall some discussion of the fact we did 
not present proposed new projects in specifics. There was a discus­
sion in the hearings  on this on page 1087 where we indicated we did 
not give the specific ones in the books, bu t tha t we had them in our 
possession.

Mr. Passman. Will the gentleman yield ?
Mr. F ord. Yes.
Mr. Passman. Will  the $15,700,000, if this  figure holds firm, lapse 

if the Congress does not reappropriate  it ?
Mr. Tennant. Yes, sir.
Mr. P assman. Thank you.

PROGRAM PRESENTED TO COMMITTEE ONLY AN  ESTIMATE

Mr. F ord. Using the justification book last year for  fiscal 1962, 
where you had a figure of $500 million for development loans, you 
actually executed $445.9 million?

Mr. Gaud. Yes, sir.
Mr. F ord. Why were you not able to execute the  p rogram tha t was 

presented to us last year ?
Mr. Gaud. We deal as best we can with individual projects, and 

we do not try  to reach any dolla r figure. I mean, for example, we 
have, in here in any of these countries we have to program,  to come up 
to you all to make a budget request; we have to program what we 
think we are  going to need. But  we do not mean by tha t, tha t come 
what may, we are going to spend it. We mean we will spend it if 
people come up with sensible projects which we want to support.

Mr. F ord. As we understood it then, and as I understand  it now 
for the future, it was a commitment.

Mr. Gaud. We met the commitment to Ind ia, Exp ort -Im por t Bank 
took up part of it, the $500 million.

Mr. F ord. If  these presenta tion books are not as firm as I had 
assumed they were, then why do some people in the executive branch 
of the Government get so gravely concerned when the Congress does 
not appropr iate  every dollar  that it requested ?
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Mr. Gaud. We come u p here  to  ask for  f un ds  an d use our  best ju dg ­
ment as to w hat we thi nk  we a re  going to need. We are  not  necessar ily 
rig ht  every  time. We m ay need  more  than  we asked for, it may  t ur n 
out in some cases we need less. Al l we can do is our  best.

When you figure the  bu dg eta ry  pro ced ure  star ts  6 or  8 mo nth s 
anyway , o r 9 or 10 m onths befo re you can star t spendin g the  m oney—

Mr. Ford. It  s tarts  longer t ha n th at .
Mr.  P assman. Wo uld  the ge ntleman yield?
Mr. F ord. Ju st  a mom ent,  th is is a very  in ter es tin g point. I wan t 

to complim ent Mr.  Gaud fo r bein g completely fran k and  honest  and  
also Mr. Birnberg , as well.

Mr.  P  assman. Th is ties in v ery  complete ly.
Mr. F ord. I th ink you are  bein g very  honest but it does, however, 

pull  the  rug out from unde r some peop le in the  executive  branch  of  
the  Governme nt who rea lly  go hys teric al if $1 is reduced from the  
au tho rization  an d/o r ap prop ria tio n reque st. Al thou gh  1 fully  su p­
po rt the pro gra m and  in the pas t have done so, these jus tificat ion  books 
are  not inviolate.

Mr. Gaud. I do not mean to sug gest that ------
Mr. Miller. Mr.  Fo rd -----
Mr. Passman. I hope  you will yield to me before  you yield to Mr.  

Mille r.
Mr. F ord. I  wil l yie ld t o you, Mr. Chai rman.
Mr. Passman. Th e sit ua tio n we are  dea ling wi th  is an ann ual  one. 

Inva ria bly they say th is came along late and the pro gra m sta rte d 
late . Bu t you are  stil l op erat ing , and  t hi s is g et tin g to be a very old 
pro gra m,  some 15 o r 16 yea rs old.

Mr. F ord. It  is reachin g m atu rity.
Mr. P assman. The fac t th at  thi s ap pr op riat ion come alo ng in 

Sep tem ber  does no t necessar ily ju st ify  th e items being in excess o f the  
needs  because it, nevertheles s, is on an annual basi s, September to 
September,  Sep tem ber  to October, August to September, or whate ver  
it may be, the following  year .

You are stil l wo rking ; you jum p from  one cale nd ar  month one y ea r 
to just  about the  same the  fo llow ing  year.

Mr.  M iller. Mr. Fo rd , one a dd itio na l fac t abo ut the  1962 p resenta­
tion . You may  reca ll we sta ted  th at  we were go ing  to make  a deep 
review  of  the pro jects, conti nu ing  cost p roject s, at  th at  time. So th at  
some of  them  migh t be expanded, some might  be con trac ted . Th is 
is partl y w ha t also hap pen ed in th is process.

Mr. F ord. I suspect, however, quo te deep reviews, end quote, have 
been made  since tim e imm emorial fo r thi s prog ram , and  I hope the y 
have  all been beneficial. I  suspect they have . I  do not th ink last 
year was any  diff erent signi fica ntly  fro m t he  othe r.

FIR MN ES S OF FISC AL YEAR 1963  PROGRAM

Now, how f irm is  th is  request we have be fore us now, Mr. Gaud ?
Mr. Gaud. Fo r our  region as  a whole ?
Mr. F ord. Fo r In dia.  You hav e-------- lis ted  here  fo r dev elop­

ment gra nts .
Mr. Gaud. Yes, sir .
Mr. F ord. You h av e---------list ed fo r a pro posed prog ram  of  deve l­

opment loans.
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Mr. Gaud. $450 million.
Mr. Ford. $450 million.
Mr. Gaud. As f ar  as th e-------- development g ran ts are concerned,

tha t is, the justificat ion for tha t is all set out in the projec t book. 
You can look at tha t projec t by project.

DEVELOPMENT LOAN COMMITMENTS

As far as the $450 million for development loans is concerned, it is 
this firm: That we made a commitment in June , May or June  1961, 
tha t we would match contribut ions of foreign nations to the extent  
of $500 million for  the second year of the plan 1962-63. To date 
they have come up only to $435 million. Our matching offer is still 
on the table. It  will remain there until  the expiration of this second year of the plan, which will be March 31,1963.

The l ast meeting of the Ind ian  consortium, a t which they came up 
with the $435 million, which we agreed to match, was held Monday 
morning jus t before 1 star ted testi fying  here. At the conclusion of 
tha t meeting, I was told by Si r Wil liam lliffe, who presides over th at 
on behalf of the Bank, that he had hopes and, he said, some basis 
tha t fur the r money would be forthcoming from some of the 10 mem­bers of the consortium.

Mr. F ord. That $435 million is what we should lay alongside of the $450 million here ?
Mr. Gaud. Yes, plus the fact  t ha t our offer is still  outst anding and I cannot tell you whether  there will be any more put up.
Mr. F ord. As of today, so fa r as you know, thei r commitments, 

alongside of which we should lay $450 million, tha t is $15 million short?
Mr. Gaud. Yes, sir.

IM PA CT  IF  CONSO RTIUM FA ILS TO PROVIDE PL AN NE D FU ND S

Mr. F ord. Supposing it  does not reach $450 million. Wh at will be 
the impact from your observations and from your knowledge on Ind ia ? We did not reach it las t year.

Mr. Gaud. We did reach it last year, sir.
Mr. Ford. The book said $500 million, and you executed $445.9 million.
Mr. Gaud. Actually , we have a varia tion of 3 months between the 

Indian fiscal year which begins on April 1, and our own fiscal year, and 
tha t means tha t loan mony put up dur ing  our fiscal year  1961 and our fiscal year 1962 moves into thei r fiscal year 1962.

As far  as the effect on India, obviously I cannot be precise.Mr. F ord. I t is a matter of j udgment ?
Mr. Gaud. Yes. To the extent that  In dia  does not get the amount 

of money for economic development which her plan calls for  which 
IBR D and o ther member nations  have concluded is reasonable, i t will 
slow up her economic development. But  to say how much it will be 
slowed up because she does not get $50 mill ion or a hundred million, this is too much for me.

Mr. F ord. It  is a pret ty big question and it is purely a mat ter of judgment by well-intentioned people.
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Mr. Gaud. Yes. The only fact in the picture  tha t I  cling to is tha t 
we have made this commitment, we made this matching otter, subject 
to the appropriation of funds, and tha t is the basis on which we have 
made our request for an appropriation .

Mr. F ord. It  is my recollection t ha t the original commitment, in­
cluding the $45 million in fiscal 1961, t hat  in fiscal 1962 and 1963 we 
would make available a billion dollars.

Mr. Gaud. It  is really over the ir 2 fiscal years, which are different  
from ours ; yes. . .

Mr. Ford. I am talking  about our fiscal periods. This  predicated 
on the availability of funds and the-----

Mr. Gaud. Submission of projects.
Mr. Ford. And the submission of projects and the contributions 

from the consortium.
Mr. Gaud. Tha t is right.
Mr. F ord. We really have not reached what people thought  was 

necessary back in 1961.
Mr. Gaud. Or in 1962.
Mr. Ford. Tha t is right . I wonder what would be your profes- 

sionai observation as to the impact of this slowdown or contraction.
Mr. Gaud. I am not an economist. I have no professional reaction 

to that . I feel that  it is important to support Ind ia’s economic de­
velopment. I feel this is important from the standpoint of the United 
States.

Mr. Ford. I do not disagree. It  is a m atter  of degree.
Mr. Gaud. Yes; I would like to see us in a position to fulfill our 

commitment. However, I am quite blunt about i t to the Indians and 
to everyone else that  we are not  going to vary our matching principle. 
We have said we would no t go further  than  matching contributions 
made by others, and we are not.

In other words, if  you are driving a t, whether  we are going to come 
up with any difference here, the answer is “No.” We are not going 
to go a cent beyond what is pu t up by these other  countries. If  tha t 
has an impact on In dia ’s economic development, this is unfortunate, 
but this is one of the facts of life.

Mr. F ord. Are you going to continue your efforts to get better and 
better terms from our partners  in this consortium?

Mr. Gaud. Yes; we feel s trongly about that . Frank Coffin, whom 
you probably know, was in Par is last week attending a meeting of 
OECD where he made quite a play on this.  Through our embassies 
and through  members of the agency we have visited a number of 
European capitals and on this we are working through the DAC and 
working in the consortium itself. We feel strongly these other lend­
ing countries ought to come nearer  our terms because, as we see it,  
most of these borrowing countries are in position where they cannot 
afford, you might say, to borrow money on hard terms. If  you are 
going to foster and fur the r thei r economic development, they have 
to get money on easy terms. We feel it is most impor tant tha t these 
other countries move nearer where we are.
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CONTROL OVER DEVELO PMENT LOAN APPROVALS

Mr. F ord. What control do you have over the development loans which are included in this program ?
Mr. Gaud. To Ind ia ?
Mr. F ord. Yes.
Mr. Gaud. Personally ?
Mr. F ord. Yes.
Mr. Gaud. On these development loans, would you like me to re­hearse the procedure ?
Mr. F ord. I want to know what responsibility you have personally for each of the development loans tha t fall within the dollars in­volved. I do not want a long dissertation. Do you say yes or no or what happens ?
Mr. C xaud. 1 have the responsibility of recommending to the Ad­minis trator  whether or not he should make a parti cular loan.Mr. Ford. You have a very substantial factor ?
Mr. Gaud. Yes, sir ; I  certainly do. I can turn one down altogether. On the other hand, if 1 recommend it, it does not mean it will be approved.
Mr. Ford. It  is well on its way, though ?
Mr. Gaud. From me it goes through the Development Loan Com­mittee, a Committee on which the AID  Admin istra tor sits, the Presi­dent of the Exp ort -Impor t Bank sits, the representa tive of the Secre­tary of the Treasury sits, and a representa tive of the Economic Bureau of the State Department sits. If  I recommend the loan, it goes to tha t Committee. If  tha t Committee recommends the loan, it then goes to the Administra tor. He decides whether he wants to approve it or not.
Mr. F ord. Have you had any loan applications for India  which you rejected tha t have subsequently been approved by higher ups, so to speak ?
Mr. Gaud. They do not get beyond me if I reject them.
Mr. Ford. As long as you have been here, you have had none tha t you rejected that  finally were approved?
Mr. Gaud. Tha t is right.
Mr. F ord. Have you had any tha t you recommended that were not approved ?
Mr. Gaud. No, sir.
Mr. Ford. Wha t is your background ?

BIO GRAPH ICA L S KE TC H OF AREA ADMINISTRA TOR

Mr. Gaud. I went to the Yale College and Yale Law School. I worked my way through both of  them. When I got through,  I  taug ht at the Yale Law School for 2 years. At  the conclusion of those 2 years, I  went down to New York and practiced law in a small firm for 2 more years. This brings us to 1935. In  1935 I went with what they call the City Corporation Counsel’s Office in New York City at a time when Mayor LaGua rdia was mayor. I started off as a tr ial lawyer and before too long I got more and more into the financial side of things  and was counsel for, you might say, the comptroller, who borrowed all the money of the city and had a lot of financial activities of various sorts.
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Also at tha t time the city was thinkin g of buying the subways and 
the elevated railroads,  which was about a $350 million transact ion. 
I acted for the city as counsel in working out the negotiations, the 
terms, and wliat not, of that  transaction and carrying it through .

In 1942. Janu ary , I went into the Army. I served in Washington in 
the Army service forces for about a year and a hal f mainly in con­
nection with the Munitions Assignments Board, which was dealing 
with requests for lend-lease munitions and the like from foreign 
nations.

I was then sent to China-Burma-India  thea ter where I served 
for 2 years, a little  over 2 years, in charge of milit ary lend-lease to 
China and to Mountbatten’s command in southeast Asia. At the 
conclusion of the war, I  came back to Washington and was a Special 
Assistant to Secretary of War Patterson, working on various matters, 
some of which brought me up here to the Hill.

I left that  job in November 1946 and became a member of a law 
firm in New York City, and I have been a member of tha t law firm 
until I  came with the program last  November.

Mr. Foim. That  is all, Mr. Chairman.

AG EN CY  OP ER AT ION - U N D ER C O N T IN U IN G  RE SO LU TI ON

Mr. P assman. The responsib ility of th is committee is to recommend 
the money you need—I am speaking of the hundred nations of the 
world and the British  territories and possessions we are  in—to car ry 
out our commitments. You have the privilege of working under the 
continuing resolution, as do other  Federal agencies, in the event of 
a delay in passage of the bill. Is tha t correct, Mr. Controller?

Mr. Tennant. Yes, sir, that  is correct.
Mr. Passman. So if we gave you $3,935,248,000 last year, you are 

privileged to continue into fiscal 1963 at tha t level, are you not?
Mr. Tennant. Yes, sir.
Mr. Passman. And it is not unusual for all the money bills to be 

delayed beyond the end of the fiscal year?
Mr. Tennant. I do not follow all the money bills. I have enough 

trouble with this one.
Mr. P assman. When the fiscal year expires and we have not given 

the new appropria tion, then we have a continuing resolution.
Mr. Tennant. That is correct, sir.
Mr. Passman. And agencies operate at the same level as the pre ­

vious year’s money, and tha t includes you; does it  not ?
Mr. Tennant. That is correct.
Mr. Passman. "When you came in to the Congress last year, you 

had a pipeline of $5,975,397,000 in mutual security only; is th at cor­
rect?

Mr. Ford. You say last year. What year ?
Mr. P assman. June  30, 1961, fiscal year. I t was $5,975,397,000.
Mr. Tennant. Tha t is correct, sir.
Mr. P assman. If  there was a continuing resolution, you had the 

right to operate under it, as all other agencies; is th at correct?
Mr. Tennant. Tha t is correct, sir.
Mr. P assman. Then we appropriated last year under the mutual 

security alone $3,935,248,000; is that  correct?
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Mr. Tennant. 
Mr. P assman. 

$9,910,645,000? 
Mr. Tennant. 
Mr. P assman.

Th at is correct, sir.
That gave you a tota l available for expenditure of

Th at is correct.
But, you only withdrew from tha t pipeline and ex­

pended during  fiscal 1962 $3,198,100,000 ?
Mr. Tennant. Th at is correct, sir.
Mr. Passman. Which  increased the unexpended balance on June 

30,1962, just closed, up to $6,712,545,000 ?
Mr. Tennant. That is correct, sir.
Mr. Passman. Than k you.
Mr. Rhodes?

CLAR IFICA TIO N OF “ BUD GET RE CE IPT S”  AS OPPOSED TO BUD GET ARY  SUPPOR T

Mr. Rhodes. I note on page 211 o f the brown book tha t there are 
credited to the Government of Ind ia certain items called budget re­
ceipts from U.S. aid. I do not find anything  in any of these books 
which indicates any direct budgetary aid to this country. Is there 
such a thing?

Mr. Birnberg. The term budget receipts there refers to any funds 
flowing to any country which is entered on the Central  Government’s 
budget accounts, whether  i t is budgetary aid in the sense we often use 
the phrase, say in connection with Jordan  or  Ir an,  or aid  in the sense 
of development gra nts and development loans as in the case of India— 
anything that  goes into the budget—we have typica lly referred to as 
budget aid. Budget support is the phrase  we more of ten use in the 
sense of assisting operating budgets as against development budgets or 
development and technical assistance aspects of budget. We lump 
all such aid together in this part icular table for this par ticu lar pur­
pose. The only aspect that  we do not show here is the one I mentioned 
to Mr. Ford  where some funds might go outside of any of  the budget­
ary receipts and not show up.

Air. Rhodes. These are actually dollars?
Mr. Gaud. These are rupees converted into dollars.
Mr. Rhodes. Are these dollars  or are they rupees?
Mr. Birnberg. Both are correct, if I may seem to qualify what 

Mr. Gaud said. They are dollars in the sense they might  be dollar 
loans or dollar-financed commodities which flow through the budget. 
They are rupees or rials, or what have you, in the sense tha t these 
figures are derived from a central government’s figures, which are 
shown in rupees. We turn  them back to dollar equivalents.

Mr. R hodes. Nevertheless, this is some kind of exchange we have 
made available to the Government of India  ?

Mr. Birnberg. That is correct; dollar financing o f imported goods 
or peoples’ services. It  is not exchange in the sense of  a cash check.

Mr. Rhodes. I really am confused now. How can you break this 
figure as between goods and exchange itself ?

Mr. Birnberg. It is the  exchange value of the public sector goods.
Mr. Gaud. May I answer? In other words, these are not dollar 

loans in the sense th at we give them dollars to support their  budget, 
but the budget items for a development loan we may have made to 
build, say a thermal powerplant  in the public sector. Or the rupee

87 94 8— 62— pt. 3- 27
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equivalent of a program loan which finances Indian imports of certain 
types of commodities for thei r public sector. But the long and the 
short of i t is that this is a part of the  total aid program here, nothing 
in addition.

Mr. Rhodes. That I understand. But, nevertheless, it can be goods 
rather than  exchange, and it does not necessarily mean t ha t as f ar as 
our balance of  payments is concerned th is necessarily reflects a minus 
quantity.

Mr. Gaud. Tha t is right.
Mr. Rhodes. I might suggest at this point in the record we get a more 

lucid explanation of what this is.
(The information fo llows :)

Budget Receipts From U.S. Aid—India

The item “Budget receipts from U.S. aid (gran ts and loan s)” in AID’s congres­
sional presenta tion or brown book represents tha t portion of U.S. aid to India 
which is included in the lat ter ’s budget receipts. What portion of total aid 
receipts is applied to the budgetary accounts depends essentially upon accounting 
practices. The practice followed in preparing the economic data for the brown 
book is to include in budget receipts all our aid except the following principal 
categories:  (a) Grant and loan aid received in kind (direct  project aid and 
technical assistance) ; (ft) loan and grant aid  given direc tly to private  enterprise 
and to regional and local governments; (c) types of aid which are provided as 
relief measures and distributed direct ly to the population, such as Public Law 
480, t itle III , and in part  Public Law 480, ti tle I I ; and (d) the portion of Public 
Law 480 aid which is paid for in rupees tha t are transfer red to U.S. accounts 
for U.S. uses.

Following is a breakdown of the figures given in the brown book :
Budget receipts f t  om U.S . aid (grants and loans')

[Million dollar equ ivalen ts]

Ind ian  fiscal’year ending Mar. 31—

1960 1961 1962 (budget)

U.S. Government loan  aid:
AID , DL F loans______ _____ _____________________ 87 112 135
Pub lic  Law 480 loans-------------------------- - ------------ ------ 48 126 147
Exp ort-Impo rt Ban k loans................. . ................................. 21 52 100

Tota l, new borrowings---------- -------------------------------- 156 290 382
Less repayments of principal in local curre ncy__________ - 5 - 6 -8
Plus  gran ts from local currency obtained under Public 

Law 480------- ----------------------------------------------------- 1 7 16

To tal_____ ____________ ____________ __________ 152 291 390

This item, “Budget receipts from U.S. aid,” should not be confused with so- 
called budget support assistance which has been given to some countries to en­
able them to meet Government payrolls or other normal budgetary costs. Nor 
should it be regarded in any sense as additional  aid over and above what is 
reported as the total of our foreign aid. Rather, it represents tha t portion of 
our aid to India which is credited to the budgetary accounts.

Mr. Rhodes. T think in preparing  the  presentation in the future it 
might be well to work th is item over with more precision.

Mr. Birnberg. We would be glad to do this and talk  with you who 
find it confusing. This is simply derived from budgetary  accounts of 
the AID recipient governments and is not always clear to you and cer­
tainly never clear from the face of it as to the relationship of th is to 
the AID program. We have to work it out with you.
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ORISSA IRON ORE PROJECT

Mr. Rhodes. Let us turn to page 580 of the other project book. 
This  is the Orissa iron ore projec t, No. 386-D-21-AA. Can you tell 
me when this  $20 million was obligated i

Mr. Gaud. In  fiscal 1958.
Mr. Rhodes. There is still $13 million unliquidated ?
Mr. Gaud. Tha t is correct.
Mr. Rhodes. This is part of tha t category of spigots, Mr. Chair­

man, th at we have mentioned, called the Asian economic development 
spigot.

I found it interesting because, as fa r as I  can tel l, this  was the only 
project which was assigned to this  partic ular  spigot. I am wonder­
ing what the sta tus of this project is and why i t has not yet been com­
pleted.

Mr. Birnberg. I would like to speak to it in terms of how it is 
described here and what has developed a l ittle bit since. As you ob­
served, Mr. Rhodes, on page 580, the status  of it is that the dredging  
of the port  has begun, designs have been completed, tenders invited, 
and roads begun. In other words, as it says here, the preliminary 
work has been completed.

This project  was a very slow moving one and in the most meaning­
ful sense of tha t at the ear ly stages. The design work was very slow. 
As stated here also, deliveries will extend over a 3-year period.

In  the last 6 months or so I think i t is fair  to say two further  devel­
opments have occurred. One is tha t there  were disputes of a technical 
kind about port  facili ty work and work related to this project, and 
those disputes have been resolved and  agreement has been reached in 
Ind ia on the pa rt of the Indian Government and the port author ities 
as to how they wished to proceed.

Secondly, the Indian Government found tha t the obligations origi ­
nally made were in excess of the needs and a deobligation was made 
subsequent to this of $1 million something, I regre t to say right now 
I do not have the figure, a little  over a million dollars deobligated. 
You get down to about $18.7 million. I cannot be exact.

Mr. Rhodes. Pa rt of the $20 million original obligation has been 
deobligated ?

Mr. Birnberg. Yes.
Mr. R hodes. Can you fu rnish the exact figure for the record?
Mr. Birnberg. We will be glad to furnish the exact figure for the 

record.
(The information follows:)

Orissa I ron Ore P roject—D eobugations

Of  th e $20 mill io n ori g in al  ob liga tion  fo r th is  pro je ct , $1,060,000 was  de ­
ob liga te d in  Ju ne  1962.

ES TIMAT ED  PROJECT COMPLET ION  DATE

Mr. Rhodes. Wh at is the prognosis for  this project? Will it be 
finished soon ?

Mr. Birnberg. The prognosis is, honestly, as stated in here, tha t 
we learned from our Indi an mission tha t they really expect this to
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be completed within a 3-year period, meaning by late  1964 or spring 
of 1965.

Mr. Rhodes. So it is on schedule ?
Mr. B irnberg. Yes.

DE LH I TH ER MAL  PL AN T

Mr. R hodes. Now turn to page 566, if you will, which is the Delhi 
thermal plant, project 386-E-25-AC. The only thing  that puzzles 
me about this project is tha t a footnote says that when it  was begun 
in fiscal year 1957, it was a loan. First, how did this get to be a 
development grant  when it started out to be a loan ?

Mr. B irnberg. I am sorry, sir. This is a consolidation of accounts, 
if I may put  it  that  way—Mr. Te nnan t may wish to correct me—but 
I think  I am r ight  in saying a number of these t hat  used to be shown 
a little  differently, they wrere spoken of as loans and when accounts 
were consolidated and projects of a distinct and discrete na ture  were 
put in sort of major groups, all such projects became projec t ties 
and pu t under development grants. There was no intention  to dis­
cuss this as a grant. It  remains a loan.

Mr. Rhodes. What we used to call an ICA loan ?
Mr. Tennant. Yes, s ir, the old development assistance appropr ia­

tion, which was, I guess, around 1957.
Mr. Rhodes. What caused th is to be so slow? You originally ob­

ligated $4 million. There is sti ll unliquidated $3,389,000. Wha t ob­
ligation  was made in 1957 ?

Mr. Birnberg. I do not have available the details on this, I am 
sorry. The note I have is it is a m atter of slow delivery of equip­
ment, but I do not know the exact nature.

Mr. Rhodes. If  you would get the details, please, you might con­
sider deobligating this. It  looks to me as though it is a prime candi­
date for deobligation.

Mr. Passman. If  it would not interfere with the gentleman’s ex­
amination, if he would yield there, I might  indicate something about 
these th ree old spigots. This  is quite current , Ju ly 30, 1962; spigot 
No. 1, Asian Economic Development Fund , $34,584,000; spigot No. 
2, development assistance, $19,556,000; spigot No. 3, special assist­
ance, $80,958,000.

The Asian development and development assistance are many years 
old. I do not thin k you have had an authorization for development 
assistance for possibly 7 or 8 years, have you ?

Mr. B irnberg. 1955.

DEOB LIGA TION OF NO NU TI LI ZE D FU NDS FROM  OLD ACC OUNTS

Mr. Passman. In  practically  every one of these categories, with  a 
few exceptions, they could be deobligated. They have plowed i t into 
other accounts so that it  loses its identity.

Thank you, Mr. Rhodes.
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Mr. Rhodes. Mr. Chairman, if I migh t just make a brief  state­
ment, it  seems to me those old spigots ought to be liquidated and done 
away with and the whole th ing brought up to date. I t is not good 
business to leave it outstanding.

Mr. Gaud. It  is pre tty  ha rd to deobligate a half built  pla nt, in th is 
case.

Mr. R hodes. I do not mean to be tha t specific. I merely suggested 
the possibility th at as fa r as th e spigots and the tanks above the sp ig­
ots, maybe we could get them down to 14 or 15 spigots. We have 
more spigots than Howard Johnson has flavors. As long as tha t 
tank is there somebody will find a way to tap it.

Mr. Ford. Off the record.
(Discussion off the record.)

CONTRACTORS FOR IN DIA N PROJE CTS

Mr. R hodes. Have you furnished a list of contractors tha t do work 
for you in India?

Mr. Gaud. No, sir ; we have not.
Mr. Rhodes. Could we have such a list ?
Mr. Gaud. On our development loans or everything?
Mr. Rhodes. On the development grants.
Mr. P assman. Could we not also have it on the development credits ?
Mr. Gaud. On the development loans?
Mr. Passman. On the development credits.
Mr. Gaud. We can give it to you on the development loans.
Mr. Rhodes. Off the record.
(Discussion off the record.)
M r.P assman. At an earl ier date  we requested a list of every project 

in India, did we not?
Mr. T ennant. Yes.
Mr. P assman. Have you inserted that in  the hearings ?
Mr. Gaud. No, that list  was not every project.
Mr. T ennant. You requested earlie r today a  list of all projects.
Mr. P assman. I thought I had requested a list of every project  in 

Ind ia where we had made a commitment, whether i t was development 
credits or  development grants.

Mr. Tennant. In any event, we will provide such a list.
Mr. F ord. Will the gent leman yield ?
When you l ist these contractors will you list the amounts they re­

ceived in fiscal 1962 and what thei r contract price is, o r whatever the 
figure is, for fiscal 1963 ?

Mr. Birnberg. Related to these sheets, yes.
Mr. P assman. And will you give the address of the contractors in 

the United  States?
Mr. Gaud. I hope you do not want this tomorrow morning.
(The following was submitted for  the reco rd:)



Lis t of A ID  development grant financ ed contracts— India
[In thousand s of dollars]

Project t itle Name of con tractor Address of contractor

Actual
obliga­
tion,
fiscal
year
1962

Planned
obliga­
tion,
fiscal
year
1963

Inst itut iona l:
Agricultural education 

research.1
and University  of Illin ois -. 

University  of Kansa s.. 
Univers ity of Mis-

souri.

Urbana, Ill ................... 102
Ma hattan, Kans___ _________
Colum bia, Mo ______  156

187
1ST
187

Ohio State Universit y. 
University of Ten-

Columbus, Ohio..........
Knoxville, Ten n.........

137 292
120 187

Ut tar  Pradesh Agricu ltural 
University .1

Steel train ing ..............................
M u lt ip u rp o se  se co ndary  

schools.
Indian In sti tu te  of Technology, 

Kanpu r.
National  program of profes­

sional ed ucat ion.1

Technical education ins titu­
tion s.’

Bombay Central Training  
Ins titu te.

Subto tal ..............................
Commercial:

C onst ru c ti on  e q u ip m e n t1 
training  and utiliza tion.

National  P roduct ivity Council . 
Assistance to the coal indust ry

Bokaro steel mill survey.

Su bt ot al ... . 

Grand tota l.

nessee.
Universit y of Ill ino is. .

Carnegie In sti tu te  of 
Technology .

Ohio State Univ ers ity .
Educ ational Services, 

Inc.
Teachers College, 

Colu mbia  U nive r­
sity.

University  of Ill ino is. . 
University  of Mich­

igan.
Univers ity of Wiscon­

sin.
William Hood  Du n­

woody Ind ust ria l 
Ins titute.

Urbana,  Il l..................
Pit tsburg h, Pa............

Columbus, Ohio..........

164 Main St.,  Water- 
town, Mass.

New York N. Y...........

Urbana, Ill ____ _____
East Lansing,  M ic h -  
Madison, Wis_______

818 Way zata  B lvd. , 
Minne apolis , Minn.

Ralp h M. Parson Co..

George Fr y & Asso­
ciate, Inc.

Pierce Managem ent 
Corp.

United  States Steel 
Corp.

617 West 7th St., Los 
Angeles 17, Calif. 

135 LaSalle St.,  Chi­
cago, Ill.

Pennsylvania Power 
& Light Bldg., 
Scranton, Pa.

525 William Penn 
Ave., Pi ttsb urg h 
30, P a.

180
2 565

210

>2,088 

180

252

352 

200 

1,100 

320

234
152

164
1 92 185

4,380

302

236

» 115

3.449

240

230

< 750 ................

1,403

5,783

470

3,919

1 Con tinuing project, costs vary depending upon contra ct requ irem ents  a nd rat e of expend itures .2 F inanced 2 years of contract services.
’ Project  termina ting, no add itional funds requi red.
* New  project fiscal year 1962, no ad ditio nal funds required .
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Lis t of A ID  development loan financed  contracts— In di a
[In  thou sa nd s o f dol lars ]

Proje ct tit le Na me  o f co nt ractor Ad dre ss of 
contr ac tor

To ta l ob lig ati on

Com mercia l:
B a r a u n i  th e r m a l Kul jia n Corp. : 1200 N or th  Broad

po werplan t. (1) Civil  wor ks -eng inee ring ...
(2) Elec tric al an d mechanic al.

eng ineerin g.

St. , Ph ila de lphia,  
Pa .

(1) $03.
(2) 1 pe rcen t cost

of in sta lle d 
pl an t and 
fac iliti es with  
min im um  of  
$42,000 (e sti­
mated  $60,000 
to $63,000).

C ha nd ra pu ra  thermal  
powe rplant.

Gib bs  & Hi ll,  Inc.:  En gineering  
serv ices .

Pe nn sy lv an ia  S t., 
New  Y ork , N .Y .

$293.

D u rg a p u r th e rm a l 
po werplan t.

T a l e h e r  t h e r m a l

K ul jia n Co rp. : En gineering  serv­
ices.

Gibbs  & Hill , Inc.:

1200 Nor th  Broad  
St .,  Ph ila de lphia,  
Pa .

Pe nn sy lv an ia  S t.,

$315.

po werplan t. (1) Design—eng ine ering  an d
tra in in g of In dia n pe r­
sonnel.

(2) Re side nt  consult ing  eng i­
neer.

New  York , N.Y . $631.

$34 an d mon th ly  
pay  of $1,450 per 
mon th .

C a m b a y  th e r m a l  
po we rpl an t.

K ul jia n Co rp. : En gin eerin g serv­
ices.

In te rn at io na l Ge ner al Elec tric : 
En gine er ing servic es........... .......

Er ec tio n an d in st al la tion _____

1200 N orth Broad  
St. , Ph ila de lphia,  
Pa .

150 E as t 42d St. ,
Ne w York,  N.Y .

Bo mb ay , In d ia ____

$895.

$484.

$5,283.
$360.

$500.

D el hi lC lo th  & Gen ­
eral Mi lls.

Ch em tex  Co rp. : De sign an d engi­
ne er ing  services.

Bea un it Mi lls , Inc. : Kn ow -ho w 
an d pa te nt s.

Ne w York , N .Y . . . .

------do------- ------------

T ro m b a y  th e rm a l 
powe rplant.

Ebasc o: En gine er ing services....... . 2 R ec tor St ., Ne w 
Yo rk 6, N .Y .

$697.

De lhi  C th ermal  pl an t Ku lji an  Co rp .: En gin eer ing  serv- 1200 N or th  Broad Es tim at ed  a t 4.5
exp ans ion . ices. St ., Ph ila de lphi a,  

Pa .
pe rcen t to ta l 
pro jec t cos t 
(abo ut  $37,600,- 
000, to ta l proj ­
ec t).

PROJEC T ASS ISTANCE

Mr. Rhodes. In fiscal 1963, you propose project assistance in the
amount of $--------. Could you please indicate f or the record the  total
of the foreign currency requirements which will be used in these 
various projects in India?

Mr. Gaud. Could we give that  as a total figure ?
Mr. Rhodes. Yes. It  is included in the book under each project, 

but I  was interested in the total.
Mr. Birnberg. The book shows cumulative 1962 and 1963 sepa­

rately. Would you like it that way ?
Mr. R hodes. Yes.



4 2 0

(The following was submitted for the record :)
F oreign Currency R equirements for Development Grant Projects—I ndia 

Tota l obligat ions of U.S.-owned
[Thousand do lla r equiv alen t]

Cumulative through Jun e 30, 1962________________________________  8, 782
Estimated fiscal yea r 1963-----------------------------------------------------------  3, 873

PROPOSED PROGRAMS UN DE R SECTION 2 0 2 ( b )

Mr. Rhodes. Now, Mr. Gaud, do you have any 202(b) plans in 
effect in your region at all ?

Mr. Gaud. Yes, with respect to Pakistan.
Mr. Rhodes. Do you have any 202(b) plans in the works in your 

region ?
Mr. Gaud. No.
Mr. R hodes. So could we safely say there will be no 202(b) plans 

submitted during the present fiscal year ?
Mr. Gaud. No, we could not say that.  To explain my answer, for 

one thing,  as I said earlier, there will be a meeting of the Indian 
consortium to deal with some por tion of the 5-year plan aft er the first 
2 years. It  is conceivable tha t there may be a section 202(b) situa­
tion there. I do not know about that.

In addition  to that,  the chances are tha t under the auspices of the 
OECD there will be meetings on development plans of both Turkey 
and Greece within this coming fiscal year. I do not know, again, 
whether there will be occasion fo r a section 202(b) arrangement.

Furthermore, as I  said in my opening statement, Ira n has a devel­
opment plan she hopes to finish by September, and perhaps a situation 
will develop there.

Fran kly,  with 11 months l eft  in the fiscal year, I cannot say. But 
at the moment there is no thing  in the shop on a section 202(b) plan 
in my region except the Pakis tan one which is now outs tanding.

Mr. R hodes. In  Indi a most of the a id is going to the public sector. 
Is tha t the result of public policy in this country or pulilic policy in 
India?

Mr. Gaud. It  is certainly not a matte r of the public policy of the 
United States. It  is more the way things are in India . There are 
some fields in which the Ind ian  Government is not willing to en­
courage the private sector. We have made many development loans 
this year that  are in the p rivate sector. We have made Cooley loans 
tha t are in the priva te sector.

COOLEY LOANS UN DE R PU BL IC LAW  4 80 PROGRAM

Mr. Ford. Wha t are Cooley loans ?
Mr. Gaud. Cooley loans are loans of rupees available from Public 

Law 480 which are lent under  the Cooley amendment to American 
affiliated businesses.

In addition, we have made rather substantial p rogram loans to India 
under which India has imported iron, steel, and various other com­
modities. These imports are made under import licenses and a large 
proportion will go to the priva te sector.
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Mr. Rhodes. I hope it will be the policy of the U.S. Government 
to encourage pr ivate sector loans where there is a choice between pub­
lic and private.

Mr. Gaud. It  certainly will be in India  and elsewhere.
Mr. Rhodes. That is all, Mr. Chairman.
Mr. P assman. You mentioned tha t you would not include in the 

consortium any loan under 10 years.
Mr. Gaud. I said t ha t was true  within the last 2 years, yes.

OR IGIN OF IN DIA N CON SORTIUM

Mr. P assman. When did the consortium star t in India ?
Mr. Gaud. I am familiar only with the meetings tha t have been 

held on the thi rd  5-year plan and the first of those was held in May 
of 1061.

Mr. Passman. This consortium operation is only 2 or 3 years old, 
is it not ?

Mr. Gaud. That is my impression.

CRITER IA FOR LOA NS UN DER CONSO RTIUM  AGR EEM ENT

Mr. Passman. You say you have not included any loan under 10 
years in the consortium in the last 2 years. I hold in my hand a li st 
supposed to be up to date covering all the loans made to India other 
than  the United States, and which covers all ranges from 3 years 
and the longest loan is 25 years.

Mr. Gaud. Are any of the loans under 10 years made since May 
1961?

Mr. Passman. I  have no way of knowing.
Mr. Gaud. Are there no dates on that  ? My copy of that paper, if 

we are looking at the same paper, has  dates on it.
Mr. Passman. Mine has no dates and I believe this  is the one you 

provided  me, Mr. Control ler ?
Mr. Tennant. This is the insert we furnished  you, sir.
Mr. P assman. We do not know if any have been disbursed, but they 

are in the consortium. You have them all through 1961 here. You 
have one in September of 1961.

Will you tell me w hat length  of time we have considered them a 
part of the consortium ?

Mr. Gaud. Which loan is tha t, Mr. Chairman ?
Mr. Passman. On the first page, a $42.5 million balance of pay­

ments loan at 3 percent for 20 years.
Mr. Gaud. My statement was tha t in the past 2 years loans for less 

than 10 years do not quali fy as commitments to the consortium.
Mr. Passman. Tha t was the only question I  asked you, if you had 

told us previously any loan under 10 years was not considered a p art  
of the consortium.

Mr. Gaud. For the past 2 years tha t has been true.
Mr. Passman. Will it be true in the futu re ?
Mr. Gaud. I would hope so.
Mr. Passman. Wha t i f, in  the future , some of these other countries 

say, “We will not make the  loans on your terms, bu t on our terms, and 
they will be for 6 or 7 or 9 years?”
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Air. Gaud. Under those conditions those loans cannot be considered 
in the consortium commitment.

Mr. P assman. You do not t ry to fix the rate of interest, do you?
Mr. Gaud. We are doing our best to get them to grant the loans at 

a lower ra te of interest, but afte r all  these are sovereign governments.Mr. Passman. You may prevail on them to extend the length of 
time in which to repay the loans, but they will draw the rate of in­
terest indicated in this column ?

Mr. Gaud. Yes.
Mr. Passman. If  they extended the length of time for repayment 

to 15 or 20 or 25 years, they will still get whatever rate  of interest 
is indicated here? You cannot prevail  on these people to  adopt your  terms. If  they want to charge this interest they will still be in the 
consortium ?

Mr. Gaud. Provided the loans are for a term longer th an 10 years.
Mr. P assman. Ten years is not very long, and neithe r is 12 years.
Air. Gaud. We agree.
Air. P assman. Otf the record.
(Discussion off the record.)

PO PU LA TI ON OF IN DIV ID UAL CO UNTR IE S

Air. Passman. There is a country named Andorra, is there not?
Air. Gaud. Not in my region.
Mr. Tennant. There is a country named Andorra.
Mr. Passman. Could you give us the population of Andorra  ?
Air. Tennant. I will have to supply that , sir.
Air. Passman. Could you give us the population of Bhutan ?
Air. Tennant. Yes, sir.
Air. P assman. And identi fy whether they are principalities or na­

tions.
Air. Tennant. Yes, sir.
Mr. Passman. Get us also the population of Burundi.
Air. Tennant. Yes, sir.
Air. P assman. And of Rwanda.
Air. Tennant. Yes, sir.
Mr. Passman. And tell us whether Burundi and Rwanda are the 

same two nations tha t were brought into being on July 1. They are 
spelled differently and I want to be sure.

Air. Tennant. There is a slight difference in spelling. We will 
get that .

Air. Passman. Then, please, get the population of Kuwait.
Air. Tennant. Yes, sir.
Air. Passman. And there is a li ttle country of Liechtenstein. Get 

us the population of tha t country.
Air. Tennant. Yes, sir.
Air. Passman. And, also, of Monaco.
Air. Tennant. Yes, sir.
Air. P assman. We wish to know, too, the population of Switzerland. 
Air. Tennant. Yes, sir.
Air. Passman. And of the Vatican City.
Air. Tennant. Yes, sir.
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Mr. P assman. And, if you can, please, get tha t inform ation for us 
tomorrow.

Mr. Tennant. Yes, sir.
Mr. Passman. If  you find that  some of them are principalities , so 

indicate.
Mr. Tennant. Yes, sir.
Mr. Passman. Gentlemen, when you sta rt put ting  in little  areas 

covering maybe five or six blocks, speaking figuratively, and calling 
them a nation not getting aid, it looks like you might  be stretching 
the point  a little  bit.

We shall adjourn until 10 o’clock tomorrow morning.

Thursday, August 2,1962.
Mr. Passman. The committee will come to order.
I received a telegram just a few minutes before I left the office, 

dated August 2,1962,9:10 a.m. I quote the te xt :
Otto  P a ss m a n ,
Member of Congress,
Washington:

It  is incomprehensible how the Congress in the face of our desperate financial 
situation can go on voting money we do not have to people who, at  best, are in­
different and often actua lly dislike or hate  us. This is being done against  the 
will of millions of American people and without  any constitutional authori ty 
whatsoever. It  was jus t such extravagance as this tha t destroyed the great 
Roman Empire and others.

This message, typical of hundreds that  I receive, was signed by 47 
U.S. citizens.

Mr. Andrews. I received the same telegram, Mr. Chairman.
I noted some very outstanding  American citizens who signed that  

telegram, former members of the State Department and high Gov­
ernment officials.

Mr. P assman. I concur tha t this program could lead to our destruc­
tion.

Iran

Iran  had a program in the mutual security category, not  including 
military assistance, of $55.2 million for fiscal 1962. Did that  figure 
hold firm ?

Air. Gaud. No, sir.
Mr. P assman. How much did it go down ?
Mr. Gaud. It  went down to $54,450,000.
Mr. P assman. You a re requesting $--------fo r fiscal 1963?
Air. Gaud. Tha t is correct .

unliquidated obligations

Mr. Passman. What amount do you have in the pipeline, unliqui­
dated, to the  credit of this country ?

Mr. Tennant. As of June  30, ^23,861,000.
Air. Passman. Does tha t make up all categories of  aid?
Air. Tennant. That is all of the economic aid.
Air. P assman. How about development credits?
Air. Tennant. It  includes development loans.
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FISCAL  YEARS 1961 AND  1962 PROGRAMS

Mr. Passman. What has been our total of aid to Iran for fiscal 1961 
and also 1962 ?

Mr. Gaud. For the 2 years together ?
Mr. Passman. Separately.
Mr. Gaud. For  fiscal year 1961 our program was $63,288,000.
Mr. P assman. Is that the total program under your category ?
Mr. Gaud. Under my spigots. For 1962 it was $54,450,000.
Mr. P assman. Off  the record.
(Discussion off the record.)
Mr. Miller. There is a mistake, Mr. Chairman. The bar chart 

shows $55.2 million.
Mr. Gaud. A mistake in addition where?
Mr. Miller. It  says $55.2 million and then on page 216 it  says $54.2 

million.
Mr. Gaud. We programed $55.2 million. This is incorrect addi­

tion. We programed $55.2 million and we obligated $54,450,000.
Mr. P assman. Can you actually tell us now, fo r the first time, the 

amount of obligations by projec t for these countries?
Mr. Tennant. No, sir. We can tell you obligations for the total 

country program by appropria tion category but project detail is just 
dribbl ing in right  a t the  end of the month. We have not summarized 
the reports.

Mr. Passman. Wha t figure shall we use?
Mr. G aud. If  you want the actual figure of what we obligated for 

this country, you can take what I call my actual figure of $54,450,000. 
Tha t is the actual amount obl igated fo r this country in fiscal year 1962.

Mr. Passman. Will you give us your totals for 1961 and 1962?
Mr. Gaud. Yes, sir.
The 1961 total was $63,288,000; the  1962 total was $54,450,000.

TOTAL AID TH RO UG H FISCAL YEAR  1962

Mr. P assman. What has been the total  amount of aid for this coun­
try  through fiscal year 1962 ?

Mr. Gaud. The total amount of aid. Now we go beyond these spig­
ots to include-----

Mr. Passman. Everything your book shows.
Mr. Tennant. Including Public Law 480 ?
Mr. Passman. Everything.
Mr. Gaud. Will you add that? Do you have a figure on that,  Mr. 

Tennant ?
Mr. T ennant. Total economic, military, including Exp ort- Import 

and Public Law 480, I get $1,246,450,000.
Mr. Passman. That  is since the inception of the aid  program ?
Mr. Tennant. Since th e inception of the aid program.
Mr. P assman. That does not include the other spigots, such as the 

internat ional organizations ?
Mr. Tennant. It  includes Export- Imp ort Bank  and Public Law 

480 and AID.
Air. Gaud. And military.



425

VALUE OF AID PROGRAM

POLITICAL STABILITY

Mr. P assman. I s it not true that those people had more stability, 
and the potentates stayed in longer, before we started an aid program?

Mr. Gaud. I would like to yield to the State Department on that?
Mr. Lee. They have not always had stability.
Mr. P assman. I did not say “always.”
Did they not have longer periods of s tability  under the old poten­

tates than they have had since we star ted this aid program ?
Mr. Lee. I do not  have a specific and precise answer to that.
Mr. P assman. Yet you say you are requesting this much aid.
Mr. Birnberg. Yes, sir. I thin k I  can fair ly state something on th is 

subject.
In one sense, sir, you can say there was greate r s tabil ity when Reza 

Shah Pahlevi reigned. There were no revolutions for  about 20 years. 
But, I may add, the disruptions caused by the war and the growth of 
the economy itsel f have produced great social and political instabil ity

Mr. P assman. They are a res tive people, are  they not?
Mr. Birnberg. Yes, sir.
Mr. Lee. I want to agree with what the previous witness said and 

also say th at the nature of  the t hre at to thei r inte rests and to ours has 
changed very considerably.

Mr. Passman. A man stepped out in the headlines the other day, 
with tears  running down his cheeks, and he said tha t this  would not 
have happened to him if the U nited  S tates had given h im more aid. 
He blamed us. Did you see that  article ?

Mr. Lee. Yes. li e  later explained his statement.
He, in effect, apologized for what he had said.
Mr. Chairman, this man resigned aft er having at tempted to reform 

the financial situation  in the Government in accordance with the  prin­
ciples which I believe we th ough t were sound principles. (Off the 
record.)

Mr. Passman. But he did not succeed, did he ?
Mr. Lee. No ; and  he resigned.
Mr. P assman. He resigned and he blamed the United States  be­

cause of the insufficiency of our aid; and then, later, he kind of 
apologized ?

Mr. Lee. He modified his statement.
Mr. P assman. Tha t still does not alter the fact tha t we have given 

$1,246,450,000 in aid to Ira n. Is that correct ?
Let us go back to the year we started this program.
Mr. Tennant. The mutual securi ty program started in 1952.
Mr. P assman. Ten years ago ?
Mr. T ennant. Yes, sir.

LITERACY RATE

Mr. P assman. Could you give us the literacy rate  in 1952 ?
Mr. Tennant. No, si r; I do not have tha t figure.
Mr. Passman. You do not know whether it  has remained static or 

whether it has improved ?
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Mr. Birnberg. I would not want to say flatly because, whatever 
figures we gave years  ago, I know from every kind of evidence th at 
it has gone up.

Mr. P assman. If  you do not know, say you do not know. Let us be 
factual.

Mr. Birnberg. The number of schools has gone up.
Mr. Passman. But where do you get your authority tha t this 

literacy rate  actually  has gone up ?
What  was their  literacy rate 10 years ago ?
Mr. Birnberg. I do not know.
Mr. Passman. ITow do you know it has gone up ?
Mr. B irnberg. I know from the reading I  have done tha t the num­

ber of schools has increased tremendously.
Mr. Passman. Would you cite the source tha t would secure you in 

stating there has been an improvement?
Mr. Birnberg. Yes, sir; State Depar tment  reports from the field.
Mr. Passman. Do you have them with you ?
Mr. Birnberg. T do not have them with me.
Mr. Passman. Could you cite the years tha t were covered ?
Mr. Birnberg. Reports over the period from 1957 and extending 

to the present.
Mr. Passman. Let us see whether  or not the State  Department is 

going to support you in your findings.
If  we go back to your 1958 presentation, the literacy rate was 10 to 

15 percent. You say here in your justifications this year tha t the l it­
eracy rate is 10 to 15 percent.

Mr. Birnberg. I do not think-----
Mr. Passman. Let us deal with the facts which you presented 

to us.
This just  gives us an idea th at my statement still may be valid  that  

in the underdeveloped countries where we have had an aid program 
going, there  has been a change of about one-quarter of 1 percent.

Mr. Miller. Mr. Chairman-----
Mr. P assman. Yes.
Mr. Miller. In that  connection, of course, as the chairman knows, 

our program is not designed in education to produce a large increase 
in a literacy rate in any part icular country, bu t nevertheless a low li t­
eracy rate indicates a number of  factors, such as t hat  there is not very 
much ability in the public administration line in a par ticu lar line, 
and other such factors as that  the individuals  are just  not highly 
trained enough to car iy on the day-to-day operations of the Govern­
ment. As far  as our educational programs, by and large throughout 
the world is concerned, it is designed to  focus upon specific kinds of 
problems to produce primary school teachers, secondary school teach­
ers. or a college in a country which can help  produce trained people

Mr. Passman. One group of witnesses said the th ing  we are trying 
to do is to educate the people.

Mr. Miller. We are try ing  to educate them.
Mr. P assman. To reduce illiteracy.
When we pin down one country, to see whether my sta tement about 

one-quarte r of 1 percent has been the average increase, then you say 
it  is not the purpose.
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EDU CAT ION PROGRAM

You have $964,000 for Ira n in just one category of education for 
fiscal 1963, do you not ?

Mr. Tennant. That is correct.
Mr. P assman. Let us see how much the total education program has 

cost since we started  in Iran.
Mr. Gaud. We will supp ly that.
(The informat ion may be found  on p. 463.)
Mr. Passman. Do you have it there?
Mr. Tennant. No, si r; I do not  have it.
Mr. Passman. Can you give us anyth ing near the figure ?
Mr. Gaud. No, sir; we have no information here th at would give us 

a breakdown of the past year.
Mr. P assman. Would you get some person downtown to compile the 

information ?
Mr. Gaud. We can get that .
Mr. P assman. You pour billions of dollars  into this p rogram—and 

it is $1 billion-plus in th is nation—yet they still  have the same literacy 
rate as 4 years ago.

Let us "get those figures. We want to tie this  down.
This program is either serving a good purpose or it is not.
If  it is not serving a good purpose, with all of the money we are 

spending, in educating the people to where they can acquire techniques 
to help themselves, then it is a failure .

DISC ON TINU AN CE  OF PROPOSED INDU ST RIAL  SURVEY PROJEC T

You are requesting $195,000 for the indus trial survey project to 
finance feasibili ty surveys to be selected by AID and the Ira n Plan  
Organization ?

Mr. Gaud. Mr. Chairman, tha t is the project to which I referred 
yesterday when I said one had been dropped before it was started.

Mr. Passman. It  has been dropped ?
Mr. Gaud. It  has indeed.
Mr. Passman. Do you have any similar  p rojects in other countries 

in your area ?
Mr. Gaud. Not to my knowledge.

CO MMI TM EN TS  FOR FU TU RE  YEARS

Air. P assman. Have you made any commitments as yet out of future 
appropriations?

Mr. Gaud. To Ir an?
Mr. Passman. Yes, sir.
Mr. Gaud. No ; we have not.

LA KE  RE ZA IEH NAVIG ATION  PROJECT

Mr. P assman. When was the $1,279,000 obligated for the develop­
ment of the Lake Rezaieh navigat ion project, shown on page 631 ?

Mr. Tennant. $1,279,000. Tha t was obligated before Jun e 30,1961.
Mr. P assman. You still have on hand an unliquidated balance.
In  what year did you obligate the $1,279,000 ?
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Mr. Tennant. Fiscal 1957.
Mr. Passman. That makes this about 7 years old ?
Mr. Tennant. Approximately, sir.
Mr. Passman. You still had unliquidated $1,176,000 at the end of 

1961?
Mr. Tennant. Yes, sir.
Mr. P assman. You had unliquidated $1,110,000 at the end of 1962?
Mr. Tennant. Tha t was our estimate for 1962.
Mr. P assman. For what purpose did you spend the $169,000 ?
Mr. Tennant. I will yield.
Mr. P assman. In  7 years.
Mr. Birnberg. We spent a small amount, Mr. Chairman, on en­

gineering design and supervisory services.
Mr. Passman. When do you expect to deobligate th is item?
Mr. Gaud. We do not.
Mr. Passman. You are just going to keep on carry ing it?
Mr. Gaud. No, sir. We hope to finish this project.
Mr. P assman. You have been a t i t 7 years, and this will be 8 years, 

and you have only spent for engineering  the difference between the 
original obligation and the $1,110,000 ?

Mr. Gaud. It  took us a long time to get the topographic and hydro- 
graphic  surveys. It  also took a long time to get a satisfactory en­
gineering design and contrac t for  satisfac tory engineering design. 
We are now’ going forw’ard with the project.

Mr. Passman. When do you anticipate  its completion ?
Mr. Gaud. We hope to  complete it, let us say, in 1964.
Mr. P assman. These funds were obligated some 7 years ago for the 

entire cost of the project ?
Mr. Gaud. Tha t is true.
Mr. Rhodes. Will the  chairman yield ?
Mr. P assman. Yes.
Mr. Rhodes. This is a salt lake ?
Mr. Gaud. Yes, sir.
Mr. Rhodes. II ow does the salt content compare with our Great 

Salt Lake?
Mr. Gaud. I have no idea. I do not know’.
Mr. Rhodes. It  strikes me as rather unusual to provide for navi­

gation on a salt lake. Do you know of any other salt lake in the 
world where there is navigat ion ?

Mr. Gaud. This is a field in which I  have very little  information.
Mr. Rhodes. I gath er from the extent to which these funds have 

not been liquidated there are a lot of people w’ho have some doubts 
about this, as I do. I might suggest this again as one you might 
want, to deobligate and reobligate.

Mr. Gaud. We w ill take a look at it, Mr. Rhodes.
Mr. P assman. You mean reobligate for another purpose, rather than  back the same project ?
Mr. R hodes. Certainly.
Mr. Gaud. I thought he meant that .
Mr. Rhodes. I do not think it would be necessary to reobligate for the same project.
My unders tanding of a salt lake, part icula rly a shallow salt lake 

such as this—and most of them are shallow—is tha t it  is very difficult
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to provide any form of navigation by the very nature  of the water 
which tends to hold a floating object higher in the water than  you 
would ordinarily  want for  navigation.

Mr. Gaud. This is a question of linking to one railroad line and to 
a highway, which in  tu rn joins a main railroad line. It  is fa r cheaper 
in I ran  to put in th is kind of a  ferry link than  it would be to build a 
bridge.

Mr. Rhodes. I note tha t in our Great  Salt  Lake we built a t restle  
across ra ther than  tran spo rt railroad cars by ferries, even though it 
might have been cheaper at the time. The reason was obvious, of 
course.

Mr. Passman. I s this  money just  for the planning of this project 
as such? Should it ever be completed, would that  lead into a request 
for additional funds?

Mr. Gaud. No ; that is in the works.

PO PU LA TIO N  OF  IR A N

Mr. Passman. What is the populat ion of Ir an  ?
Mr. Gaud. The population of Ira n in 1961 was 21.1 million.
Mr. Passman. With what area ?
Mr. Gaud. 629,000 square miles.

TO TA L M IL IT A R Y  AN D ECONOM IC  AID

Mr. Passman. You are sure there is no mistake about the amount 
of aid we have given them since the inception of the program? You 
did state there was $1,246,450,000, including mili tary aid?

Mr. Tennant. Let  us see. Tha t includes military aid through 1961, 
Mr. Chair. I would have to add 1962.

Mr. P assman. Let us get it all.
Mr. Gaud. Tha t is going to fuzz up the works by showing the mili­

tary  item for 1 year.
Mr. P assman. No ; what we are going to do is get the total.
Mr. Gaud. And substitu te it.
Mr. P assman. We are going to show the tota l aid to this country.
Mr. Gaud. Let us substi tute it for the previous tota l figure, or 

otherwise you would be able to subtract one from the other.
Mr. Passman. I say the total aid.
Mr. Tennant. $1,308,850,000; between mil itary  and economic.
Mr. P assman. The tota l aid program since its inception, $1,308,- 

850,000. Tha t does not  include the Inte rnat iona l Organization spig­
ots, does it ?

Mr. Tennant. That is correct.
Mr. Andrews. Does it include Public Law 480 ?
Mr. Tennant. Yes, si r; and Expor t-Im por t Bank.

classification of country aid figures

Mr. Andrews. If  I remember, thi s man’s complaint was we had 
not given them enough aid. He said  we have given more a id to other 
people than him and he thought we should have given him more aid. 
One of the bad features about this whole program, in my opinion, is 
tha t it creates jealousies among the nations of the world and tha t is

87 948— 62— pt . 3------28
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the reason we have been told the hear ings, or the amounts, are classified 
until  afte r the appropria tion bill has been passed, to keep down 
jealousy and keep down lobbying, if it is possible to do that.

Mr. Passman. It  is still classified, even afte r that.
You have it by area, certain categories. You cannot declassify it. 

You still keep it by areas, and not by individual items in certain 
categories ?

Mr. Andrews. Tha t is all, Mr. Chairman.
Mr. Passman. Tha t is correct, is it not ?
In certain  categories, you give i t by area, but you cannot break it 

down individually ?
Mr. Gaud. We do not publish  country figures immediately afte r 

the Appropriations Act  is passed ; tha t is right.
Mr. Passman. I made a statement of fact, did I  not ?
Mr. Miller. In terms of future fiscal year programs for which we 

are asking appropriations, but in most cases, i f not all, in terms of 
economic assistance they do declassify country programs afte r-----

Mr. Andrews. Af ter  the appro priat ion bill is passed. The only 
reason or justification or need for classifying  this information is to 
keep down jealousies between these nations ?

Mr. Passman. Do you do tha t on defense support ?
Mr. Andrews. We have been told that for  years.
Mr. Miller. My understanding-----
Air. P  assman. Let us be sure we do not get off on the same side road 

we did yesterday, where not a man from the Department knew whether 
or not the development loans under the old system, the local currency 
par t, went back into the country.

Do you know of any programs other than military where, in prio r 
years, you declassified after you got the appropriation  ?

Mr. Tennant. Pr ior  year transactions on the economic side have 
been declassified.

Mr. Passman. In all categories?
Mr. Tennant. Except for -----
Air. P assman. At the  end of the year or when you got your money ?
Mr. Tennant. At the end of the year.
Mr. Passman. Not when you got your money to allocate ?
Mr. Birnberg. Never when we get the money, sir.
Mr. Passman. It  was aft er it  had been spent ?
Mr. Tennant. Af ter  countries are advised of aid levels.
Mr. Passman. Then you declassify ?
Mr. Tennant. Tha t is correct.
Mr. Passman. I now yield to the gentleman from Kentucky.

STATUS OF INTE RN AL  BUDGET IN  IRAN

Mr. Natcher. Several days ago, the re tiring Prime Minister of Iran 
complained very bitterly  over the fact that  if $30 million more of 
foreign aid money had been delivered, the Government generally in 
Ira n would have been able to have traveled through th is rough period.

I wish you would explain  to the committee just what the situation 
is at the present time in regard to this program in Iran . I am pa r­
ticular ly interested in knowing whether or not the Government of 
this country is so tied in with our foreign aid program here in the
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United States tha t the country will rise or fall on this part icular 
program.

Mr. Gaud. Mr. Natclier, I do not believe for a minute that the 
future  of  any government will depend on thi s program entirely.  The 
situation  in Iran, when Prime Minister Amini resigned, was tha t 
he had been unable to take certain measures which we felt had to be 
and must be taken by Iran .

Iran has roughly $300 million of oil revenues fo r its use. It  does 
not have a bad foreign  exchange position. At the same time, Ira n 
does not have a centralized budget control organization. In our judg­
ment, the budget has been out of control and Prime Minister Amini 
was not able to b ring  i t under control. When I speak of the budget, 
I am talk ing about civil expenditures, milita ry expenditures, and 
expenditures for  other programs.

We told the Iranians some time ago that  we would not give them 
any money for  budget support beyond tha t already provided, and 
tha t they would have to solve the ir own opera ting budget problem. 
We thought  they were capable of solving it.

Mr. Amini proved unable to solve it and his government resigned 
on t ha t issue. It  is perhaps true that  if we had come forward with 
a substantial amount of budget support, we might  have saved the 
Amini government fo r a time.

In our judgment, we would have been doing ourselves and the Ir a­
nians a disservice because we think th at the Ir ania ns ought to put their  
home in order and get hold of thei r own opera ting budget, and not 
count on us to suppo rt their operating budget.

TOTAL BUDGET FOR IRAN

Mr. Natciier. Can you give me the total amount of the budget of 
Ira n ?

Mr. Gaud. We can give it to you for the previous year; that is 
1961-62. We cannot give i t to you for the current year. It  has not 
been fixed yet.

Mr. Natciier. You have it for the previous year ?
Mr. Birnberg. From  the figures on page 217, you may notice, the 

Irania n year begins in March. We are now one-th ird into tha t 
Irania n year. Budget discussions in Ira n always continue into the 
opening months of the budget year. Even the figure you see in the 
book, for  the year already ended, is still a preliminary figure.

There is no current budget in the sense of a current government- 
accepted budget. When the government fell on the budget issue, there 
was still no budget.

Mr. Natciier. Can you give me the figures you have fo r last year?
Mr. Birnberg. The figures shown here should be the final figures for 

last year, bu t I would like to go back and check once again.
Mr. Natciier. Wha t is the total budget for Ira n ?
Mr. Birnberg. I am r eferring to the total  expenditures, $820 mil­

lion : domestic revenues, $707 million.

GROSS NA TIO NA L FRODUCT IN  IRAN

Mr. Natciier. What  is the gross na tional  product of Iran?  What 
was it for 1960 ?
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Mr. Gaud. $4,190 million.
Mr. Natciier. Has it ever occurred to you th at a country like Ir an, 

tha t has a gross national product of $4,190 million for the year of 
1960 certainly should not be in a position of requesting foreign aid 
from this country ?

Mr. Gaud. Of requesting foreign aid for operat ing budget support, 
I quite agree.

JU ST IFIC AT IO N FOR CO NT INUE D AID PROGRAM

Mr. Natciier. Do you know of any reason why Ir an  should receive 
any assistance from this country at the present time in the mutual 
security program—of any natu re ?

Mr. Gaud. Yes, sir.
Mr. Natciier. Proceed and tell us about it.
Mr. Gaud. Does the State Departmen t want to speak on this?
Mr. Lee. I would like to speak on this.
Ira n is on the flank of Russia, and very accessible to Russia, and 

there is a long history of aggression directed from Russia toward 
Iran , some of it quite recent. There  are constant pressures on Iran, 
both internal and external from tha t direction, and the fall of Ira n 
would affect the whole of the Middle Eas t area.

The Government of Iran is not in a position to stand by itself 
there. We are compelled in our own national  interest to try  to in­
crease and support the  political stabili ty, not necessarily of this Gov­
ernment, or of any par ticu lar government, but  of the country itself.

Fortunately , the Government and people are very determined in 
the ir efforts to maintain their independence.

As I pointed out a moment ago, the situation is not the same as it 
was a few decades ago. I t is unlikely they would be able to main­
tain their  independence if they do not have the continuing cooperation 
of the other members of the  free world.

Mr. Gaud. May I add a word  from the standpoin t of AID.
We feel, as I said a minute ago, t ha t Ira n has sufficient resources 

to take care of her own budgetary requirements. We do not believe, 
and we are not alone in this  view—other foreign nations of the free 
world feel the same way—we do not feel she is in a position to 
maintain her budget, c arry  these milit ary expenses, and also promote 
economic development to the point  tha t we think is wise for her 
future growth and security.

Air. Natciier. Can you tell me if the GNP you show on page 217 
includes the income of the Shah ?

Mr. Gaud. I cannot tell you tha t, sir.
Air. Natciier. Thank you, Air. Chairman.

U. S.  PO SIT ION ON AID ON WORLDWIDE BASIS

Air. Passman. Mr. Secretary, it is only natura l tha t you people 
put your best foot forward in trying to justi fy these funds. You spoke 
of policy and our national interest. Certa inly tha t is the purpose of  
these tremendous expenditures in the field of foreign aid, we hope.

But what you said about Ira n would also be true with regard to the 
other nations we are helping.

Mr. Lee. I think so.
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Mr. Passman. I think you can go completely around the world, 
and regardless of how pro-Communist a country might  be and re­
gardless of the position of thei r leaders, we take tha t same position. 
Now we are in 101 of the nations of the world with a foreign aid 
program, either, past, present, or planned, and we are  also in many 
of the Brit ish terri torie s and possessions with substantial aid pro­
grams.

Do you agree tha t there is a limit as to how fa r we can go in dis­
sipat ing the resources of America?

Mr. Lee. I agree certain ly tha t there is a very real limit. I would 
also qualify  my previous agreement with you to say the situat ion 
differs very substantially from country to country  and also from time 
to time.

Mr. P assman. Surely.
Mr. Lee. Each  individual situation must be judged on its own. 

However, i t is true there is similar ity arising out of the facts of the 
modern world si tuation.

AF GH ANI ST AN -PAK ISTA N BORDER PROBLEM

Mr. P assman. I believe you were present when we established yes­
terday  that one littl e country, Afghanis tan, recipients of our gen­
erosity, closed thei r border. Afghanistan  made the final decision to 
open the border for 8 weeks to let our aid pour  in. Aft er you got 
it across the line, the curtain  fell again.

It  would appear to me we are going a little f ar  afield when we have 
to prevail upon two recipien t nations, which are feuding, to get one 
of the nations to open it s border in order to let the aid come in.

You also heard it established tha t we are even endeavoring, under 
a request, or an obligation, you had  under the contingency fund, and 
a carryover, to accumulate, or bring up to the border, millions of 
dollars  worth of mater ial and machinery and whatever components 
it takes to carry  out the aid program there, hoping  the border will 
open and we could get it all in before the curtain drops again.

It  looks to me as if we are going considerably fa r afield.

GOLD PURCHA SES BY IRAN

Ira n in the last  quarter  of 1961 purchased from us $16.1 million 
in gold. Here is a country  t ha t we say is not capable of supporting 
its own economy, yet they bought $16.1 million worth  of gold.

I jus t wonder why we cannot, with the large unliquidated balance 
to the  credit of I ran , and in view of  the  fact  th at they have sufficient 
foreign exchange to buy our gold—in the last  quarte r of 1961, to the 
extent of $16.1 million—if we could not sort of let the pipeline de­
crease a little, rather  than  having them come in under the mutual 
security program for aid of $54,450,000; and tha t does not even 
include the military , does it ?

Mr. Gaud. No, sir.
Mr. Passman. Mr. Andrews ?

FIS CA L YEAR 19 63  PROGRAM

Mr. Andrews. Mr. Gaud, I notice you have planned for the pro­
gram in I ran for 1963, $-----— for  supporting assistance.
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Mr. Gaud. Th at  is fo r the  dev elopment  gran ts.  We  hav e no su p­
po rti ng  ass istance  p lan ne d fo r Ir an  thi s coin ing  year .

Mr. A ndrews. $--------- fo r dev elopm ent  gr an ts , and you expect
to use f or  development  loans or cred its  $---------?

Mr. Gaud. Tha t i s o ur  est imate  of  w ha t we are  consid ering; yes, s ir.

TER MS OF FU TU RE  DEV ELOPM ENT  LOANS

Mr. Andrews. W ill  those loans be the same type  we discussed fo r 
oth er cou ntr ies , nam ely , 40-yea r loans wi th a three -qua rte rs pe rce nt 
service ch arge, no th ing pa id fo r the fi rst 10 ye ars?

Mr. Gaud. Mr. An dre ws , I  do not wa nt to  seem to duck your  que s­
tion , bu t we have  n ot  m ade  a ny dev elopm ent  lo ans  t o Ir an  othe r th an  
one smal l one since we a dopted th is most rec ent  policy . We  have  n ot  
fixed on the  th e ter ms  on which we would len d to Iran . It  is po ssib le 
it would be (hose term s, they mi gh t be tig ht er .

Mr. A ndrews. W ill  you  de termine  th e terms  of the loans at  th e 
time  you m ake  th em  ?

Mr. Gaud. Yes.  Th ere are  some countrie s in th is  reg ion  to whom 
we make loans on th e 40-year terms , some where we make the m on 
ha rder  te rms.

Mr. A ndrews. W ha t wou ld be the ha rd er  ter ms  fo r a loa n, and  
what wou ld gov ern  your  decision  as to wh eth er it  wou ld be a ha rd - 
ter m loan  o r on e o f t he  so-called  s of t l oan s ?

Mr. Gaud. I t  dep end s par tly  upo n the purpo se of the  loan , and 
pa rt ly  upon th e capacit y of  th e co un try  to  r epay i n terms  of  e stima ted  
foreign exchange situa tio ns  in the fu ture .

Mr. Andrews. Th at  wou ld be de termined the n by th e fina ncia l con­
dit ion  of the coun try ?

Mr.  Gaud. Plus  the type  of  loan. In  oth er words, fo r example, 
we have  ma de a numb er of  loans fo r sta bil iza tio n agree ments  which 
you migh t call  shor t-t erm req uir em ents. Those  are made fo r shor t 
term s, 5 t o 10 y ear s, on in terest ra tes rang in g fro m le t’s say  21/2- to 
5!/?>-percent interes t.

We  ma ke loan s to development  banks which are  med ium  term . 
These a re loans w hich c an be subloane d and th ose  are on m ediu m terms  
with a subs tan tia l ra te  o f intere st.

prese nt wan s to iran

We hav e ma de tw o lo ans  to  Ir an  so f ar  unde r th e new act.
Mr. A ndrews. In  wha t am ount ?
Mr. Gaud. In  fiscal ye ar  1962, a dev elopment  loan fo r $6 mill ion,  

and a su pp or tin g ass ista nce  loa n fo r $14 mil lion . These two loans 
were ma de fo r p eriods o f 17 years a t 3y2 pe rce nt  in ter est . Bo th loans 
were  m ade  in  Fe br ua ry  1962.

Mr. A ndrews. W ha t w ere th e proceeds o f the  l oans used for ?
Mr. Gaud. In  one case, th e $6 mi llio n loan was fo r hig hw ay con­

str uc tio n, b ui ld ing roads  in o ther  wor ds ; the  $14 mill ion  loa n was w hat 
we call  a nonprojec t loan fo r th e i mpo rta tio n of  comm odit ies.

Mr.  Andrews. W ha t was the $17 m illion?  Di d you  mentio n a $17 
millio n loan?

Mr. Gaud. No ; th ose  tw o loa ns were  m ade  fo r term s of  17 y ears .
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Air. Andrews. You have made two loans, one for $6 million for 
roads, and the  othe r $14 million for commodities?

Mr. Gaud. Those are the only loans we have made since the enact­
ment of this new legislation.

Mr. Andrews. Were each of the loans for 3y2 percent ?
Mr. Gaud. Yes, sir.
Mr. Andrews. Wh at was the length of the loan ?
Mr. Gaud. Seventeen years.
Mr. Andrews. I am looking a t page 217. My opinion is, this coun­

try  is financially about as well off as any country we have discussed.
Air. Gaud. It  is not well off by most standards. It  is certainly 

better off than a great many other countries.

increase in gnp

Air. Andrews. For instance, I  notice a to tal GNP in 1961 of $4,380 
million which was a substantial increase from the GNP  of 1960, which 
was $4,190 million.

Air. Gaud. That is true , sir.
Air. A ndrews. And quite an increase over the GNP of 1959, which 

was $4,070 million.
Air. Gaud. Yes; that  is t rue.
Air. Andrews. That indicates to me they have some progress in 

tha t country.
Air. Gaud. We feel that.
Air. Andrews. They are doing pre tty well.
Air. Gaud. We feel they are making headway. These figures still 

work out to a per capita GNP of a littl e more than  $200 per person. 
The princ ipal cause for this increase in  the total  GNP, I believe, is 
in rising production and sale of oil.

favorable trade balance

Air. Andrews. Look at thei r foreign trade. They seem to  be doing 
pre tty well with the ir exports.

Tota l exports in 1959, $785 million. That went up in 1960 to  $830 
million. Again they had an increase in 1961 to $880 million.

Air. Gaud. Yes; that increase was largely from the export of oil.
Air. Andrews. They have a very favorable  trade balance, $300 

million for 1961, which was an increase of $70 million, from $230 
million in 1960 and $198 million in 1959.

I am impressed with thei r gold and foreign exchange record, which 
in 1961 was $208 million, an increase from 1960, which was $184 
million.

Air. Gaud. Yes, sir.

IN CREA SIN G  DO MES TIC RE VENUES

Air. Andrews. Their domestic revenues have been on the increase, 
$605 million in 1959, $664 million in 1960, and $707 million in 1961.

So all in all, it looks to me like th is country  is doing pre tty well.
Air. Gaud. It  is what I might call, without meaning any disrespect 

to the country, a lopsided country in the sense there are a great many 
people, or a considerable number of people, in I ran  who are extremely 
well off. There are many more who are very poorly off.
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Mr. Andrews. That is true  all over the world, includ ing this 
country.

Mr. Gaud. Yes, but I think  it is particula rly true in some countries. 
This is a country which needs land reform badly, which needs fiscal 
reform badly.

Mr. Andrews. Let me ask you one final question, Mr. Gaud.
Mr. Gaud. Yes, sir.

NEED FOR DEVE LO PM ENT ASSIS TA NC E

Mr. Andrews. In your opinion, is the need for  economic assistance 
for th is country due to the financial condition of I ran , or are we giv­
ing them aid just because we are giving all the  other countries aid?

Mr. Gaud. Aid for development is badly needed. As I  said earlier, 
I th ink tha t Iran  has the capability to solve her own operating budget 
problems. But I think  she does need additional assistance for devel­
opment.

RIS E IN  CO ST-OF-L IVING IN DE X

Mr. Andrews. One final question—I notice since 1959 there has been 
a substantial increase each year in the cost-of-living index. Using 1953 
as a base of 100, their cost of living in 1959 went up  to 152 points, then 
the next year it increased 12 points to 164, and then in 1961 it in­
creased again 12 points to 176.

Mr. Gaud. Yes, sir.
Mr. Andrews. You have had a steady increase o f 12 points each 

year since 1959 in their cost of living.
Mr. Gaud. Tha t is true.
Mr. Andrews. In your opinion, has our aid program contributed  

to th at increased cost-of-living t rend?
Mr. Gaud. I would say not, Mr. Andrews. Their budgetary posi­

tion, and their  inflationary practices, have contributed to that.  Our 
aid certa inly has not.

Mr. Andrews. Have the millions t ha t we have put into the country’s 
economy for the last 3 years had anything to do with the inflation 
tha t you mention ?

Mr. Gaud. No.
Mr. Andrews. Tha t is all.
Mr. P assman. Mr. Rhodes?

BUD GET ARY  SUPPORT IN  PRIOR YEAR S

Mr. R hodes. Mr. Gaud, turn ing  to page 619 in the project book, I 
gather tha t the amounts set forth under nonproject assistance are 
the items which would be under suppor ting assistance; is that correct ?

Mr. Gaud. Yes, quite right.
Mr. Rhodes. And in fiscal year 1962 there were cash transactions 

under that  category which would amount  to direc t budgetary support, 
I presume.

Mr. Gaud. Tha t is true.
Mr. Rhodes. I note in fiscal year 1963 there is no such item.
Mr. Gaud. Tha t is right .
Mr. Rhodes. Does th is represent a firm intention on your par t, or 

is this subject to change without notice?
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Mr. Gaud. This is a firm intention.
Let me also say, to be perfectly honest, a firm intention is subject 

to change, but this is a firm intention and I sincerely hope we will stick 
to it.

Mr. Rhodes. Well, looking in the brown book on page 214 I note i t 
says:

The United Sta tes  provided in fiscal yea r 1962 a  $15 million supp orting assis t­
ance gran t for  general  budgeta ry sup por t in addition to the  $15 million gra nt 
already provided to help  finance the  milita ry budget.

Mr. Gaud. Yes.
Mr. Rhodes (read ing) :
The U nited  Sta tes  also agreed to provide loans  of $20 million for work planned  

or in progress under thi s 7 -year plan.
Is this $15 million in addition  to th e $44 million which I  see in the 

project book?
Mr. Gaud. No, sir.
Mr. Rhodes. It  is included ?
Mr. Gaud. Yes.
Mr. Rhodes. Now, turn ing  to page 213 where we have a recap itula­

tion of the various  types of aid-----
Mr. Gaud. Yes, sir.

FISC AL  YEAR 196 2 LO ANS  TO I RA N

Mr. Rhodes. For fiscal year 1962 you show nothing at a ll fo r devel­
opment loans.

Mr. Gaud. In  1962, we show $6 million.
Mr. Rhodes. But on the other side, you state you have agreed to 

provide loans of $20 million.
Now, d id you not follow your usual modus operandi and obligate 

the money at the time the loan was agreed upon ?
Mr. Gaud. The $20 million of loans referred to  on top of page 214 

comprises the two loans that  I mentioned earlier , one development loan 
of $6 million and a $14 million supporting  assistance loan. In  o ther 
words, part of tha t $44 million which you see on page 213 was loaned, 
it was not all grants.

Mr. R hodes. In  other words, this $20 million tha t you characterize  
as a loan for progress under  the 7-year plan, you also carry in the 
same category as budgetary assistance ?

Mr. Gaud. The $6 million of tha t was for roads, a development 
loa n; the other $14 million was a supporting assistance l oan; tha t is 
correct.

Mr. Birnberg. The $44 million plus $6 million is $50 mil lion; $15 
million and $15 million and  $20 million is $50 million.

Mr. R hodes. I am trying to figure out what the $44 million is.

SUPPORTING ASSISTANC E LOANS

It  looks to me like it  is a cash transaction—budgetary gran t under 
supporting assistance. Since when have you been making  loans un­
der supporting  assistance?

Mr. Gaud. We have made a number  in this region in fiscal year 
1962, and they are shown in my opening statement. Supporting as-
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sistance can be either granted , or loaned. Under certain circum­stances, we have felt that supporting assistance should be made in the shape of a loan. We did this in this region in this past year. We have done this  with Iran. We have done it with E gypt , and we have done it with Syr ia.
BUDGETARY SUP POR T

Mr. Rhodes. Can you break out for me from this figure, or any other figure you want to choose from the many we have, the amount of actual grant money which we have given to this country in fiscal year 1962 for budgetary assistance?
Mr. Gaud. Yes. The amount of g ran t is $30 million of this figure of $44 million. The other $14 million is a supporting  assistance loan.Mr. Rhodes. The supporting assistance loan again is for what  pur­pose ?
Mr. Gaud. In effect budgetary support ; in support for the develop ment budget, not the operating budget.
Mr. R hodes. Just an advance of foreign exchange?
Mr. Gaud. The need was for local currency actually, not foreign exchange.
Mr. R hodes. You mean the $14 million was in local currency?Mr. Gaud. No, it was in dollars, bu t it generated local currency for budget support ; tha t is, current development expenditures.

AVAIL ABILIT Y OF LOCAL CUR REN CY

Mr. R hodes. If  they needed local currency and we have local cur­rency, why did we not give them the ir own local currency back?Mr. Gaud. We did not have any accumulated in Iran.
Mr. Rhodes. How much local currency do we have ?
Mr. Tennant. Of counte rpart, we have none. There  is a small amount of Public Law 480 local currency which we estimate using, $9.1 million in 1963, leaving an estimated unobligated balance of $900,000 as of June 30,1963.
Mr. Rhodes. Is the figure of $9 million equivalent to the total which would be found in the project book under the category “Estimated foreign currency requirements” ?
Mr. Tennant. For  the U.S.-owned segment, tha t is correct, the columns on the left-hand  side.
Mr. Rhodes. Where do you come by the amounts which would be under that same category “Estimated foreign currency requirements” of country-owned currency ?
Mr. Gaud. That is money they put up themselves. That  money be­longs to them.
Mr. R hodes. In other words, this may be taken then as an addition  to the total cost of these projects?
Mr. Gaud. Tha t is correct.

NON PRO JECT  ASSISTA NCE

Mr. Rhodes. Turning  again to page 619 under the “Nonproject assistance,” in fiscal year 1961 you had for agricultura l commodities $10 million. I presume th at was under supporting assistance. Was tha t a grant?
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Mr. Gaud. Yes, it was.
Mr. Rhodes. Wh at did we use it for?
Mr. Birnberg. In the case of Iran , it was sugar.
Mr. R hodes. These, I  take it, were products which were not avail­

able under Public Law 480.
Mr. T ennant. At this time we had a section 402 in the act which 

required us to use a certa in amount of our funds for surplus agricul­
tura l commodities.

Mr. Rhodes. Off the record.
(Off the record.)

PU BL IC LAW 480 PROGRAM

Mr. Rhodes. I note there  is no similar category for either fiscal year 
1962 or 1963. In  other words, there are no funds provided for the pur­
chase of agricultural commodities.

Has this been transfer red  to another program, or has the need 
ended ?

Mr. Gaud. We have a Public Law 480 program in 1962 and we ex­
pect to have one in 1963, bu t nothing else of that  natu re, Mr. Rhodes.

Mr. R hodes. Would you give us-----
Mr. Gaud. 1960 was a poorer crop year than  either 1961 or 1962 

in Ir an.
Mr. Rhodes. Would you give us a breakdown of the Public Law 

480 assistance to this nation for the last 5 years in dollar equivalent?
Mr. Gaud. Yes. We have tha t, I think.
Mr. Tennant. Public Law 480, t itle I I I : In 1958, $500,000; 1959, 

$900,000; 1960, $700,000. In  1961, $16 million t itle  I  and $11.8 million 
under title  II  for emergency relief, and $1.6 million under title II I 
for a voluntary  agencies program.

Mr. Rhodes. Making a tota l of how much for 1961 ?
Mr. Tennant. $29.4 million.
Mr. Rhodes. What about 1962 ?
Mr. Gaud. $6.8 million under title  I;  $3.7 million under title II : 

$2.1 million under title  II I,  which gives a total of $12.6 million.
Mr. Rhodes. It  appears  then tha t the Public Law 480 activities 

having been increased, the requirements for supporting assistance 
funds has been met and ended; would that lie a fai r statement?

Mr. Gaud. The rise of the one is not re leated to the fall of the other. 
Public Law’ 480, titles I and I I  respond to par ticu lars  food needs: 
the poor crops of 1960 and 1961 explain the sharp  increase in fiscal 
years 1961 and 1962.

ORGANIZAT ION FOR DEVEL OPM ENT  PL ANNIN G

Mr. R hodes. Now’, tell us about the Iran plan organiza tion. In the 
first place, w hat is it supposed to do ?

Mr. Gaud. It is supposed to come up with the ir thi rd  long-term 
plan.

The organization has been in existence since 1956. It  is not a 
ministry of the government, but it is a part  of the government and 
it functions primarily as a planner for economic development.

Air. Rhodes. Is it made up mainly of American nationa ls?
Mr. Gaud. No, of Iranians. It has some American advisers, but  it 

is primarily I ranians.
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Mr. Rhodes. When the organization first began, was it primarily 
Iranians, or is this a recent development ?

Mr. Gaud. I do not know about the origin.
Mr. Birnberg. The proportion  of Americans to Ir ania ns has stayed 

about the same. The top people are Iranians. The Americans took 
a slightly larger role in the beginning and a lesser one since.

Mr. Rhodes. Off the record.
(Off the record.)
Mr. Rhodes. Have you any record of how much money, either in 

Iran ian currency, or American dollars,  has been paid to this organiza­
tion for its services, No. 1; No. 2, is this a nonprofit organization?

Mr. Gaud. The plan organiza tion, as they call it, is a pa rt of the 
government.

Mr. Rhodes. It  is a p art  of the Irania n Government?
Mr. Gaud. Absolutely.
I have not  answered the first h alf  of the question about how much 

money we have contributed.
Was that the question ?
Mr. Rhodes. Yes.
Mr. Gaud. We have never contributed administrative  costs to the 

plan organization.
Mr. Rhodes. You do not know how much th eir budget is within the 

framework of the Ira nian Government?
Mr. Gaud. I suppose th at information is available, but I do not 

have it here. We can get it for you if you 1 ike.
Mr. Rhodes. If  you do not have to send someone to Iran to obtain it.
Mr. Gaud. I do not think  we will have to send someone there, or the 

Library of Congress.
Mr. R hodes. The L ibrary of Congress would certainly be cheaper.
(The information supplied follows:)

Budget of plan organization, Iran— Nonprogram (admin istrative) expenditures
Ir an ia n fiscal year  begin nin g M ar. 22— Mill ions  of  

U.8 . do lla rs
1955- 56________________________________________________________  1. 2
1956- 57_________________________________________________________ 3. 0
1957- 58_________________________________________________________ 5. 5
1958- 59________________________________________________________  9. 0
1959- 60_________________________________________________________ 14. 6
1960- 61_________________________________________________________ 21. 2
1961- 62 (e st im at ed )_____________________________________________  20.2

To ta l_________________________________________________________ 74.7

BUDGETARY SYSTEM IN  IRAN

I was interested in your discussion of the budget of Ira n with the 
gentleman from Alabama.

What sort of a budget does Ira n have? Is it divided into com­
partments? In other words, is one compartment for operat ing ex­
penses and the other compartment fo r other purposes ?

Mr. Gaud. As I understand the budget of Ira n—and this is not 
mv s trong point, Mr. Rhodes—they have a separate  capital develop­
ment budget from their ordina ry operat ing budget. The great prob­
lem about the operating budget is, there is no one man in the I ran ian  
Government a t present who has control over all its component parts.
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(Off the re cor d.)
Mr. R hodes. Wh at do you mean by one direction or another direc­

tion?
Mr. Gaud. The budget is not under one ministry’s control, or under 

the control of one individua l.
Mr. Rhodes. Fiscal  control, or operat ing control ?
Mr. Gaud. I am talk ing about fiscal control; deciding how much 

money can go in the budget and be spent in a fiscal year.
Mr. Rhodes. They have no budget director ?
Mr. Gaud. They have no budget director. There is no one man in 

the Government of Iran  today who can come up with what we call 
a budget.

Mr. Rhodes. Is it then your policy to withhold certain types of 
aid from Ira n until  the budgetary situat ion is improved somewhat?

Mr. Gaud. We are ta king  the position that Ira n should rectify  her 
fiscal control and take certain  o ther steps which we feel are necessary 
so tha t a grea ter proportion of her own resources will be utilized 
for her own current operating expenses.

NEED FOR LAND AND FISCAL REFORMS

Mr. Rhodes. It  seems to me previously you made a statement which 
at least led me to believe you had some dissatisfaction with the way 
the land reform was being financed under the budget. Would you 
care to elaborate on tha t ?

Mr. Gaud. I think I did say we felt land reform is  important in 
Iran. One of the problems that land reform creates for the  budget at 
the moment it that we at least are unaware of  the  extent to which the 
Irania n Government proposes to go fo rward with land reform in the 
next year, and how i t prepa res to finance the program it  is going to 
undertake. We feel that  the costs of financing a land re form program 
are essential pa rt of the Irania n budget, and that  they should be 
included in the budget. And we feel we must have a look a t the whole 
budget, there must be a whole budget, before we know where I ran is, 
and what additional support, if  any, she needs.

Mr. R hodes. Mr. Gaud,  are we telling the I ran ian s to do as we say, 
not as we do ?

Air. Gaud. I am not quite clear—I do not qui te ge t the  implication.
Air. Rhodes. I think  you get the implication very thorough ly. We 

certain ly are not paragons of virtu e as f ar  as our own budge t is con­
cerned. We have people in this  Government who are  now indicating, 
at least, they would like very much to see this Government  go to a capi­
tal budget as distinguished from the type of budget we now have. I 
gather we are trying to get Ira n to do the opposite, which I think  is 
right .

Mr. Gaud. Let’s p ut it this  wa y: As far as the operat ing budget 
is concerned in the United  States, we do have, whether  any part icula r 
individual likes the amount of i t o r not, an o perat ing budget, and we 
know what is in it, and we know its size. Ira n does not have this 
today.

Air. Rhodes. I will not agree with you th at  we know the size of our 
budget. AVe might  know what  the general compartments are, and 
what makes them up, but when people say in Jan uary there will be
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a surplus and in July we have a $6.7 billion decit, your statement 
falls flat.

Having  interrupted you, I will now yield back.
Mr. Gaud. Maybe it  would be bet ter for us to discuss foreign aid 

rather than our own domestic budget.
Mr. Rhodes. I think the question is unfai r to begin with.
Mr. Gaud. I  do  not obj ect  to it.
Mr. Rhodes. You are very genial and  very kind.

SE CTI ON 2 0 2 ( b )  CO M M IT M EN TS

As I believe you mentioned yesterday, Mr. Gaud, this is a 202(b) 
country.

Mr. Gaud. No, sir. Yesterday, when you asked me if there were 
any prospect of our entering into section 202(b) commitments dur­
ing the  fiscal year 1963, I  think I  said, depending on what happened 
with the Iranian thi rd plan, we might  conceivably enter into such 
a commitment during this year and I did not want to make a flat 
statment tha t we will or we won't. Whether we will or  not is much 
too early to say.

Mr. Rhodes. Do you regard 202(b) as a two-way commitment in 
in this part icul ar context? If  the Executive agrees tha t our legis­
lative is morally obligated to appropriate money projected, is there 
a moral obligation on the part of the recipient country not to ask 
for fur ther commitments from the United States during the time 
tha t the plan is in operation?

Mr. Gaud. Outside of the plan ?
Mr. R hodes. Yes.
Mr. Gaud. I certainly do.
Mr. Rhodes. If  I may—and I apologize for skipping around like 

this—but may I refer  you to page 643 of the project  book?
Mr. Gaud. Yes, sir.

DE VE LO PM EN T OF  IN STRU CTIO N A L M ATE RI ALS

Mr. R hodes. This is a development of instructional materials  proj ­
ect. It  looks very much like one that we had in Tunisia. As the 
chairman and members of the committee will remember in Tunisia 
we had a project similarly named which looked like the start of a 
new Hollywood in north Africa , with movies and all. While your 
program here is relative ly modest, with $119,000 do you intend to set 
up sound studios and tha t sort of thing in order  to provide this in­
structional material  ?

Mr. Gaud. No, sir.
Mr. Rhodes. Thank you very much.
Mr. Andrews. Will the gentleman yield ?
Mr. R hodes. Yes.
Mr. Andrews. I  am sure you received a letter from some movie 

union, a  movie technician union ?
Mr. Rhodes. I did.
Mr. Andrews. And the writer stated tha t so many movies were 

being made overseas that  Hollyw’ood was fas t becoming a ghost town. 
I wish the gentleman would ask some questions as to just what the
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said outfit is dong toward promoting, if anything, the production  of 
movies in foreign countries.

Mr. Gaud. Sir, I  can speak only for my own region.
Mr. Rhodes. Are you fami liar with tha t letter? Did you see it? 
Mr. Gaud. No, I d id not. Are you talk ing to me?
Mr. R hodes. Yes, sir.
Mr. Gaud. No, sir. I can say quite confidentialy, that at least in my 

region, tha t no money is being spent for this purpose.

AGRIC UL TU RA L EC ON OM IC S,  CR ED IT  AN D M A RK ETIN G

Mr. Rhodes. Now may I direct your attention to page 626 of the 
projec t book? This  is a comparatively new project, begun in fiscal 
year 1962, ent itled “Agric ultural Economics, Credi t and Marketing.”

Mr. Gaud. Yes, sir.
Mr. Rhodes. It  looks like a rather  far-reaching project and one 

which might be of lengthy duration. Do you have any prospectus 
as to the probable duration and the  probable total cost of the project?

Air. Gaud. I think tha t the  answer to that  will depend a good deal 
on the exten t to which the Iran ian Government does go forward with 
a land reform program, Air. Rhodes. The prim ary thing we are 
interested in, fo r the time being, is to assist the Ministry of Agricultu re 
and the Agricultu re Bank, to teach them, or to help them carry out 
the land program in terms of making it possible for the peasants who 
get the new land to use it intelligently and to get the credit to pay for 
the land. How far  we go forward on this or  whether we do not will 
depend a good deal on what Ira n does with reference to land reform.

Mr. Rhodes. This  could be a project which would be extended rather  
amazingly in the future ?

Air. Gaud. Well, if you will withdraw the word “amazingly,” it 
might become much larger in the future.

LO AN  AGREE M ENTS  UNDER ECONOM IC  DE VE LO PM EN T

Air. Rhodes. Page 653, and this  will be my last question, Air. Chai r­
man, this is a loan agreement signed on the Ttli of January 1959 which 
has been completely disbursed. It  is for various objects and all under 
the heading “Economic Development.” How was this disbursed? 
Was it disbursed in the Iranian currency or in dollars, and the second 
par t of the question, to whom was it disbursed ?

Air. Gaud. The loan is to be repaid  in dollars, is it not ?
Air. Rhodes. That is correct.
Air. Gaud. AVill you give me a moment? I am not famil iar with 

this project. It  is an old one before my time.
Air. Rhodes. Certainly .
Air. Gaud. Air. Rhodes, some of this money was att ributed to im­

ports, and some of it was attr ibuted to local costs, that is, in terms 
of local currency. I haven't a breakdown of the precise amounts 
here.

Air. R hodes. Would you break this down as to how much of it was 
spent in the United States ?

Air. Gaud. That  we will do.
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(The information fol lows:)
Economic Development Loan, Iran DLF Loan No. 34, Purchases in 

United States

This loan was authorized by the Development Loan Fund to assi st in the financing of development projects which were a par t of Ira n’s 7-year develop­ment program, each such project to be subject to the approval of the Managing Director of the  Development Loan Fund. It  was agreed in this instance by the Development Loan Fund tha t funds provided under the loan could finance both local currency (rial ) and foreign costs in the approximate proportion of 35 perecent foreign and 65 percent rial costs. The loan agreement, signed on Janu ary  7, 1959, provided th at goods financed out of the  loan could be procured either in Iran,  in the United States, or from other free world sources. Funds were made available on a reimbursement basis against expenditures for various projects under the loan, and it would be most difficult to trace  the country of origin of goods utilized for the projects, unless an attempt  were made to trace invoices through the plan organization’s files. However, it is estimated, from a review of the 11 loan categories, tha t probably only a relatively small portion of the funds were expended for goods imported from the United States. This judgment is predicated on the fact  tha t the expenditures in the largest loan categories of pro jects; i.e., municipal development, roads, and airports  (which together account for more than one-half of the loan objectives) did not include major items commonly imported from the United States and tha t other loan categories (e.g., railroad  equipment) included i tems customarily imported 
from European sources.

Mr. Passman. Thank you, Mr. Rhodes.

COMMODITY PROC UR EM ENT FROM TH E UN ITED  STATES

If  I may, ju st before I yield, under suppo rting assistance and de­
velopment grants, tha t money may be used by recipient  countries to 
purchase commodities from the United Sta tes ; is that  correct ?

Mr. Gaud. Tha t is true of the suppor ting assistance.
Mr. P assman. And it could be also the direct pa rt of development 

gran ts ?
Mr. Gaud. The development grants  is for specific projects. There 

are some commodities in those, yes.
Mr. P assman. They could, out of supportin g assistance, requisition 

commodities, and among the commodities there could be grain or any 
type of agricultural commodity ?

Mr. Gaud. Tha t is not the policy being followed in the Near East 
region for suppo rting assistance, Mr. Chairman.

Mr. Passman. They could not take suppo rting assistance, or any 
other type of grant aid, anywhere, and requisition agricu ltural  com­
modities of any type from America ?

Mr. Gaud. As I unders tand it the only way they can get those com­
modities is under Public Law 480.

AGRICULTURA L COMMOD ITY PRO CUREME NT FOR MERLY  UNDER GRA NT AID

Mr. Passman. Under prio r years’ appropriations they could have 
purchased agricultu ral commodities with the various types of gran t 
aid, could they not ?

Mr. Gaud. Yes, and did.
Mr. P assman. And we did supply substantial quantities  of agricul­

tura l commodities under the old grant-a id program ?
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Mr. Birnberg. That is right.
Mr. P assman. So it could follow, under the new criteria, tha t you 

could show a lower amount for grant aid to these countries, because 
you are furnish ing much of the aid out of Publ ic Law 480 tha t hereto­
fore was supplied out of development grants and supporting assist­
ance, defense support, and other categories ?

Mr. Gaud. Tha t could be, but i t is not true for Near E ast countries.
Mr. P assman. I s it not true  tha t in prio r years—and I want i t so we 

can understand  it—tha t out of the different grant-aid  spigots those 
people purchased agricultu ral commodities in substantial amounts 
from the United States?

Mr. Gaud. That is true in the case of some countries.
Mr. Passman. I do not know what countries, there being over a 

hundred  of them.
Go ahead with  your conference. When you get throu gh I shall 

proceed with the examination.
Air. Gaud. Go righ t ahead, sir. I am listening.
Air. Passman. I want you to finish your conference.
Air. Gaud. Thank you for your courtesy, Air. Chairman.

SU PPO RTIN G  AS SI ST ANCE  SU PPLIE D  FR OM  PU BLIC  LA W  4 80

Air. P assman. Under the present policy, they can no longer requisi­
tion agricul tural commodities out of the  gra nt aid or out of the devel­
opment credit par t of the program ? All of it is out of Public  Law 
480?

Air. Gaud. That is true.
Air. Passman. So you could very easily show in your justifications 

that  we are requesting less money fo r special assistance or suppo rting 
assistance—there are other spigots—but out of support assistance 
you could reduce your request, as much of it is being supplied out of 
Public Law 480. Would that be a statement of fact ?

Air. Gaud. Tha t could be done ; yes, sir.
Mr. Passman. Then, it is ra ther impossible at this  point  to  deter­

mine actually what this aid figure would be, if you are transfer ring  
maybe hundreds of millions of dollars from the normal mutual secu­
rity  program over to the Public Law 480 section ?

Air. Miller. Air. Chairman, it is my understand ing tha t section 
402—which Air. Rhodes and I had a colloquy on earlier—stated tha t 
we should use a certain amount of the mutual security funds to finance 
the export and sale for foreign currencies or the gra nt of surplus 
agricultura l commodities or products thereof produced in the United 
States, in addition  to surplus agricultural commodities or products 
trans ferred pursuant to the Agric ultural Trade Development and 
Assistance Act of 1954, that  is, Public Law 480. These were addi ­
tional amounts tha t were purchased with mutual security funds be­
yond what Public Law 480 would supply, so that the opportunity for  
substitu tion was not very clear, in tha t this was to be an additional 
amount beyond the Publ ic Law 480, and as you know, Public Law 480 
has its own criteria for what surplus agricultu ral commodities may 
be used overseas.

Air. P assman. I yield to  the gentleman from Arizona.
87948— 62— pt.  3----- 29
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Mr. Rhodes. I think  Judge Miller will agree with me tha t un­
doubtedly since we are not opera ting under 402(b) any more, tha t 
undoubtedly the function of 402(b) which was primarily to acquire 
agricultura l products which were not in surplus has now been taken 
up under the expanded food fo r peace program. Isn ’t that probably 
the si tuation, or  do you want to s tate categorically it is or not ?

Mr. Miller. I have no real knowledge on that , Mr. Rhodes.
Mr. Rhodes. Would you check on tha t and find if we are righ t or 

not because it appears from the figures and the way the  pictu re is th at 
probably the food for peace program has taken up some of the activi­
ties which were formerly under suppo rting assistance. We are not 
trying to trap anybody. We want to find out how many to tal dollars 
we are spending for aid.

PURCHA SE OF AGRICUL TURAL COM MOD ITIES FROM SUPPOR TIN G ASSISTANCE  
COMPARED W IT H  PREVIOUS TEA RS

Mr. Tennant. I think when Mr. Birnberg answered one of your 
questions he answered it  strictly  for the Near Eas t area, as indicated 
on page 505 we do not propose the purchase of agricultural  commodi­
ties out of supporting assistance in 1963, but if you will go back to 
page 1 of the blue book justifications, there is some proposed on a 
global basis but not out  of the Near East and south Asia.

Mr. Passman. It  is $53 million?
Mr. T ennant. $53.3 million.
Mr. P assman. Out of supporting assistance ?
Mr. Tennant. Yes.
Mr. Passman. That fact certainly indicates tha t in some areas, 

where you have a policy of not furnish ing surplus  agricultura l com­
modities out of supporting assistance, you are subs tituting Public 
Law 480 to supply those commodities.

Would that  be a fair  statement ? It  is only by areas tha t you have 
the policy that Mr. Gaud described?

Mr. Rhodes. Mr. Chairman, the figures speak for  themselves. In 
fiscal year 1961, out of supporting assistance, we bought agricultura l 
commodities in the amount of $248,856,000. In fiscal year 1963 we 
planned to buy $53,300,000, which is about one-fifth of what we had 
previously bought in supporting assistance. So if we could get the 
increase in the food-for-peace program with the comparable figures for 
these years then I  think we would have data which would be informa­tive to all of us.

Mr. Miller. Mr. Rhodes, it  is my understanding tha t in the field 
of supporting  assistance, which a good deal of this goes into budgetary 
support,  tha t it is a question of allocation of commodities as to the flow 
into the country to generate the local currency for the  use of the budget 
tha t is involved. As you know, if  you send in $10 million worth of 
agricu lture commodities or $10 million worth of manufactured  goods 
tha t come from this  country, the $10 million of commodities generate 
the equivalent amount  of local currency and in terms of the  coun try’s 
budget  tha t is involved, it  is the local currency tha t we are at tempt ing 
to use for support.

Mr. Rhodes. Mr. Miller, with all due respect to your grea t ability 
as a lawyer, the relevancy of your statement to this subject is not 
apparent to me.
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Mr. P assman. In  pr ior years you had suporting assistance, defense 
support, grant aid in your area. They did purchase surplus agricul­
tural commodities.

PUBLIC LAW 48 0 COMMODITIES TO REPLACE THOSE FROM SUPPORTING 
ASSISTANCE

So far as your area is concerned in subsequent years, tha t is, fiscal 
year 1963, you a re not  going to use supporting assistance for the p ur­
chase of surplus agricultural commodities. Those needs, i f any, will 
be filled out of Public Law 480, if the request is made ?

Mr. Gaud. Th at is righ t.
Mr. P assman. Thank you.

BUDGETARY SUPPORT

You had budgetary support for Ira n in fiscal year 1962 in the 
amount of $44 million ?

Mr. Gaud. Yes, sir.
Mr. P assman. $30 million was in the form of a gran t. Could you 

tell us when you programed and obligated the $30 million ?
Mr. Gaud. There  are two di fferent questions.
Mr. P assman. Let  i t stand as it  is.
Mr. Gaud. The-----
Mr. Passman. You programed $30 million to Ira n in direct cash 

grant budgetary  support.
Mr. Gaud. Yes; I  can-----
Mr. Passman. Wh at date  did you enter tha t on your books ?
Mr. Tennant. We have two different dates here.
Mr. P assman. Give the  two dates.
Mr. Tennant. The $15 million in November, as I  see it, and $14 

million in January. Pa rt of this was a loan, as I recall. The $14 
million was a loan.

Mr. P assman. How about the other $15 million?
Mr. Tennant. The other $15 million which was in the congres­

sional presentation was programed in the beginning of the year in 
the initial programing in October.

Mr. Passman. You gave them $30 million of it in November?
Mr. Gaud. Ju ly and November.
Mr. P assman. Jul y and November and $14 million was given as a 

loan in J anuary.
Let us stick with 1962 funds and deal with 1962 allocations, because 

the last 6 months of 1961 was the first 6 months of fiscal year 1962.

CONTINGENCY FU NDS FOR BUDGETARY SUPPORT

At the very time you made these people this grant out of the con­
tingency fund—and tha t was fo r budgetary support-----

Mr. Gaud. Excuse me, sir ; I do not thin k these are out of con­
tingency funds.

Mr. P assman. Pa rt  of it is.
Mr. Gaud. What pa rt of i t ?
Mr. P assman. Let the controlle r find it fo r you.
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Mr. Gaud. I take it back, Mr. Ch airma n. The second $15 mil lion  
and the  $14 mil lion  were both ou t of the contingency fun d.

Mr. P assman. Th is is ra th er  unusua l budg eta ry  support . You al ­
located  the  funds, $30 million of it in the  las t qu art er,  or  90 days , of 
ca len dar 1961, wh ich was October, November, and  Dec ember; is th at  
cor rec t ?

Mr. Gaud. Tha t is the second q ua rte r of fiscal y ear 1962.
Mr. P assman. I sa id th e la st q ua rte r of  cale ndar 1961.
Mr. Gaud. Yes.
Mr. P assman . Which would be October, Novem ber, and  December 

of  cal enda r 1961 ?
Mr. Gaud. Yes.

PUR CHA SES OF U. S.  GOLD BY IRA N

Mr. P assman. Th is is ra th er  unusu al budg eta ry  supp or t, because 
Tran du ring  the  las t qu ar te r of  1961 used do lla rs to  purchase 
$16,100,000 of  our gold.

Am I correct in say ing  that  in the  final qu ar te r Ir an  did  purchase  
$16,100,000 of  U.S. go ld ?

Mr. T enn ant . Yes, sir.
Mr. P assman. Mr. F or d ?

FOREIGN ASSISTAN CE TO IRAN  IN  FISCAL  YEAR 19 6 2

Mr. F ord. I have befo re me t he  j ust ific ation book fo r Ir an  th at  was 
sub mitted to the Congress fo r fiscal year 1962 and  on page 111 it  
shows a planne d pro gra m as follows, and  if I  am inaccu rate, I wish  
you would correct  m e: Su pp or tin g a ssistance  $15 m illion,  develo pment 
gran ts,  continuing act ivit ies,  $3.8 m illion. In  the  b udge t jus tificat ion  
books for  fiscal year 1963 u nder the  h eadin g “P ro gr am  fo r fiscal year  
1962,” it shows supp or tin g assistance , $44 million,  developm ent  gr an ts,  
$5.2 mill ion,  development loan s,$ 4million.

W ha t has actual ly been executed  or what was  executed  fo r Ir an  in fiscal yea r 1962?
Mr. Gaud. $44 million of  su pp or tin g assistance, $4,450,000 of  de ­

velopment g rants an d $6 mill ion dev elop men t loans.
Mr. F ord. Tha t is the  tota l p rogra m th at  wTas executed in thes e th ree  categories  in fiscal ye ar 1962 fo r I ra n  ?
Mr. Gaud. Yes, sir.

PUBLIC LAW 4 80 ASSISTANCE TO IRA N IN  1962

Mr. F ord. I do not see the  figures here.  Maybe you can supp ly 
them . What did  you p rogra m under Public  L aw 480 f or  I ra n  in fiscal year  1962 as it w ould  lie reflected ?

Mr. Gaud. I f  you will look—you  mean  in the previous year?  I  
have  not g ot t he p rev ious year’s book, I  am sorry.

Mr. B irnberg. I  do no t believe we showed it.
Mr. F ord. W ha t did you ac tua lly  execute  fo r Pu bl ic  Law  480 ?
Mr. Gaud. In  1962, $6.4 mil lion  fo r tit le  I  and $3.2 mi llio n under tit le  I II .
Mr. F ord. W ha t do yo ur  just ificatio n books show ?
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Mr. Gaud. $6.8 million in t itle  I, $3.7 million in title  I I  and $2.1 million in title I II .
Mr. Ford. Would you repeat those figures ?
Mr. Gaud. Yes, sir, $6.8 for title  1, $3.7 for title  II , and $2.1 for title  III .

SU PPO RTIN G  AS SIST AN CE  IN CR EA SE D BY  C O N TIN G EN C Y  F U N D

Mr. Ford. In  the case of support ing assistance, at the time the 
hearings were held a year ago, you programed $15 million.

Mr. Gaud. Th at is correct.
Mr. F ord. You indicate, in the justifica tion books before us, that you 

would execute $44 million and you did execute $44 million.
Mr. Gaud. Tha t is right.
Mr. F ord. This is a $29 million increase over what  was proposed a year ago?
Mr. Gaud. That is true.
Mr. Tennant. Mr. Ford, the  difference came out of  the contingency fund.
Mr. Gaud. That is right .
Mr. F ord. I am not concerned about the source. I simply want to 

know what you executed. The $29 million did come out of the con­tingency fund in these two transactions ?
Mr. Tennant. Tha t is right.

DEVEL OPM ENT GR AN TS , PLA N N ED  AND AC TU AL

Mr. Ford. In the case of development grants-----
Mr. Gaud. We programed originally  in last  year 's book $3.8 and in fact, we obligated $4.5 million.
Mr. Ford. However, you did indicate at one point dur ing fiscal year 1962 you were going up to $5.2 million.
Mr. Gaud. Th at is right.
Mr. Birnberg. This  is a very minor point, that $3.8 is an odd figure, 

like all the development g ran t figures last year. We were showing the  
continuing costs and not anything else, so it  is not quite comparable.

Mr. F ord. And development loans, a t the time tha t hearings  were held a year ago, you had no-----
Mr. Gaud. We had none in prospect. In fact, we made a $6 million loan.

IN CR EA SE D AI D TO IR A N  OVER EST IM A TE

Mr. F ord. The net result  as fa r as Iran is concerned, is th at during 
fiscal year 1962 Ir an  d id $30 million plus be tter t han what  a year ago was anticipated ?

Mr. Gaud. That is true.
Mr. F ord. That leads me to ask the question, What is the basis, if  anything, for Mr. Amini’scomplaint?
Mr. Gaud. I do not think there is any. From my standpoint,  it is 

a thoroughly unjustified complaint. The fact is t ha t these increases 
were due, which you have referred to, the $29 million, were due to 
an effort to support the Amini government; the first one of $15 mil­
lion was a gra nt for supporting assistance which was made shortly aft er Mr. Amini’s government came into power.
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Mr. Ford. Tha t was in November of 1961 ?
Mr. Gaud. No, sir ; in July of 1961. Mr. Amini’s government 

seemed to offer real hope of progress with Iran ’s problems and i t was 
to our advantage to support it.

We made tha t gra nt of $15 million. Subsequently in November it 
appeared tha t the Amini government needed $20 million more to finish 
off its second plan, long-term plan. We gave that in the form of a $14 
million support ing assistance loan for a period of 17 years at Sy2 per­
cent, plus this $6 million development loan fo r 17 years at 3i/2 percent, 
for a total of $20 million. So, if you look a t what actually happened, 
it is pretty hard to understand why Mr. Amini said what he did.

Mr. F ord. And the generous father usually catches it.
What would have satisfied Mr. Amini, if anything?
Air. Gaud. Tha t, of course, I cannot possibly say.
Air. F ord. Didn’t they have some fu rth er proposals with the State  

Department, with you or with somebody?
Air. Gaud. At the time his government fell?
Air. Ford. At the time he let  loose thi s blast.

STAT US OF BUDGETARY SUPPO RT IN  IRA N

Air. Gaud. Mr. Ford , we had made it clear to the Government of 
Iran some months ago tha t we were not going to give any fur ther 
budget support until Iran took certain  steps which we felt were es­
sential to pu t her house in order. Among these were to get a unified 
budget of her own and to take care o f her own budget herself.

We were not interested in any more budget support. He knew 
this. The whole Government of Ira n knew this.

Air. Ford. Would you like to add anything, Air. Lee?
Air. Lee. No. (Off the record.)
Air. Ford. Is it the consensus among our officials that  if certain steps, 

certain recommendations had been taken that  within the funds we had 
made available the situation could have been remedied?

Air. Gaud. Yes. We feel Iran can handle her operating budget 
problem—resources plus the capabil ity of taking  certain reforms, in­
creasing the amount of tax revenue, decreasing the costs of govern­
ment and unify ing her budget.

19  03  PROGRAM FOR IRA N

Air. F ord. Turning  now to fiscal year 1963 in the  justification books,
you have proposed $-------- for development g rants  and development
loans ranging  from $--------to $---------.

Air. Gaud. Yes, sir .
Mr. F ord. What are our plans for the execution of this  proposal, 

bearing in mind Mr. Amini’s attit ude  or the curren t attitude  of the 
Iran ian  Government?

Air. Gaud. We have no program. AVe have no plans. We have no 
intention  at the moment of giv ing Ir an  any operat ing budget support. 
Rut we do feel t hat  I ran  needs money for her economic development. 
If  she will solve, or take steps to solve her budge tary problem, we pro­
pose to make development loans to her. The basis of the estimate in 
the program book is this : She is now working on what she calls her 
thi rd plan, a long-term development plan. The IB RD  has been work-
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ing with Ira n on this and has been considering the possibility of 
organizing a consortium to deal with tha t plan. When we prepared 
these books we had in mind the possibility that  we would be a member 
of tha t consortium and would be making development loans to her.

Now the budgetary crisis which has occurred within the last few 
weeks may or may not—we do not know—slow up the development of 
tha t third plan, but it is probable tha t we will make some project 
development loans to Ira n in this  fiscal year. I cannot possibly say 
now what their amount  will be.

Mr. F ord. At the time these justification  books for fiscal year 1963 
were prepared,  a t least the hope and  expectation was tha t the Iranian 
Government would be able to carry  out these reforms tha t would have 
straightened ou t their  fiscal problems?

Mr. Gaud. Yes, sir.
Mr. F ord. At th at time you predicated development loans, or antici­

pated development loans between $-------- and $--------and develop­
ment grants in the magnitude  of $— ?

Mr. Gaud. Yes, sir.

JU ST IF IC ATI ON FOR FIS CA L YEA R 19  63  PROGRAM FOR IRAN

Mr. F ord. Since then this crisis has developed. You are dissatis­
fied with their a ttitu de toward budge tary reform.

You have refused to accede to request by implication, if not speci­
fically, for addi tional  budgetary support.

Under these circumstances, why do you plan any program for fiscal 
year 1963 ?

Air. Gaud. The end of the  fiscal year is still 11 months ahead of us. 
It may be Ira n will solve this problem or will take sufficient steps 
toward the  solution of the problem tha t we will feel justified in extend­
ing project development loans to her.

Mr. F ord. With  circumstances as they are on August 2, would it be 
your recommendation to make any development g rants and or devel­
opment loans to I ran ?

Mr. Gaud. Yes.
Air. F ord. H ow can you justify  that?
Air. Gaud. The development grants are for specific purposes, which 

we hope will improve the Government administration  in Ira n, for 
example, and will make it easier for them to make these reforms, which 
will teach them it is important to make the reforms, which will im­
prove the level of know-how and the like in Ir an.

As far as the development loans are concerned, we have an applica­
tion for a loan which is pretty  far  along.

It  may well be that other pro jects will be developed which we feel 
are so essential to the futu re well-being of Iran, economic develop­
ment, that we will w ant to go w ith them.

Air. F ord. I can see why you would seek to carry out your planned 
program in fiscal year  1963 if  these reforms, which w’e deem necessary 
were made but I do not see the justification  for even thinking about 
carrying  out these plans if they do not make these reforms.

Air. Gaud. Our position at present, Air. Ford , is if Ira n will take 
the steps to solve her immediate budge tary crisis, we will go forward. 
Now I do not know whether she will or not, but there are 11 months 
left in the fiscal year.
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Mr. F ord. Well, we could just say under current circumstances we 
are limiting the program to Ir an  because of their failu re to carry out 
what we believe to be good policy and then use the contingency fund i f 
and when Iran  straightens  out her problems. Isn ’t that the way we 
could handle it?

Mr. Gaud. That could be done. However we expect tha t we will 
be making some loans to Iran  in the next year.

(Off the record.)
Mr. Ford. This is what bothers me. In  some instances we stand 

firm and say, “I f you do not do this we are not going to cooperate.”
Take Peru as an example, example 1; Laos, example 2. Whether 

I agree with tha t or not is immaterial, but this is what we have done, 
if I understand the facts, but in the case of Ira n we disagree with 
what they have done or  fa iled to do and yet we say we are going to 
continue with  the program.

DEVELO PMENT LOAN FOR PORT  BANDAR ABBAS

Mr. Gaud. Let me say a word or two about this specific project. It 
is a loan to develop a port called Bandar Abbas, which is in the south­
eastern section of Iran. There is a po rt there now.

We believe tha t we should go forward  with this project for several 
reasons. For one thing it is well to the east of Khorramshahr which 
is the present main port of I ran.  It  is close to Afghan istan. In the 
long run this port has capacity for  developing interregional relation­
ships in the area which we think are im portant, serv ing not only as an 
access to the eastern part of I ran but also as a route to Afghanis tan.

We feel tha t this is an important regional project. We told the 
Iran ians  tha t we would be prepared to go forw ard with this , assuming 
that, it works out from an engineering standpoin t and the like. We did 
this from the standpoint of developing the region.

This project, barr ing unforeseen consequences, we do propose to go 
forward with at the present time.

Mr. Gary. Will the gentleman yield ?
Mr. F ord. Yes.

POLICY ON AID TO COUNTRIES SH AR ING U. S.  VIEW S

Mr. Gary. I want to say that I share the gentleman's concern with 
reference to countries like Iran. I made a very complete statement the 
other  day with reference to India, and tha t applies to the other 
countries as I  see it. It  was my understanding that  when the Presi­
dent signed the foreign aid bill last year tha t he said we were going 
to help those countries that shared our views in international  affairs.

I thought that meant th at we were not going to help those that  did 
not share our views and I think  tha t is the policy that we should 
follow. I th ink we ought to follow it consistently.

It  may be that in some peculiar instance i t might be our advantage 
to go ahead with  a part icular project, but it seems to me that  there is 
a p attern in certain countries where we are not following that policy. 
I am so thoroughly in favor of the policy th at I think it ought to he 
followed.

Mr. Lee. Mr. Chairman-----
Mr. P assman. Yes, sir.
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Mr. Lee. I have avoided restating what I understand Mr. Talbot 
said on the f irst day of the hearing. I want, however, to reemphasize 
that  in the case of I ran , we are dealing with a Government, and hope­
fully a people th at are basically friendly to the Uni ted States.

The Shah of Iran, when he was here—I think in his address to 
Congress—spoke very firmly and strongly on this and even though the 
previous Prime  Minister was a person of considerable stature and 
did fa ll, he was f riendly and the  present Prime Minister  is f riendly in 
terms of our overall objectives and our concepts. This difference is a 
difference in the method of attacking the problem and we have been 
unable to persuade them to manage thei r budgetary affairs as we 
thought they ought to be done, bu t tha t does not eliminate the fact 
tha t this is a friend ly nation, tha t it is at a cr itical point in its own 
development, and tha t we will have a continuing problem there tha t 
extends beyond tha t immediate one of how they balance thi s particu­
lar budget.

I think those larger national interests have to be kept in mind in 
this question of how fa r we go in b ringing off our  ent ry into the area 
on this partic ula r issue.

Mr. Gaud. I would like to add to that, i f I  may.
As you know, Mr. Gary, I ran  is a member of CENTO and definitely 

on our side, as far as this business is concerned.
Mr. F ord. May I just comment?
Mr. Passman. Yes.
Air. F ord. I fully  apprecia te tha t I ran , at least the present regime, 

is sympathetic  to our views. They are a member of CENTO but  it 
does seem a littl e paradoxical tha t we get so firm on the issue of 
budgetary support and we seem to be very wishy-washy in trying to 
achieve the same objectives throu gh other legitimate means. They 
are all dollars.

We should use all of our dollars in the same way.
Why divide the dollars  and try  to enforce one policy with half of 

them and not enforce what we believe to be righ t with the other half?
Air. Gaud. In  answer to tha t, Mr. Ford , I  would say we should be as 

tough as we feel the circumstances require.
We should do only those things which we feel we want to do for 

our own reasons, not to be nice to Iran, but for our own reasons. This 
is obviously a question of judgment.

Air. F ord. There are always extrao rdina ry circumstances, and this 
is a mat ter of judgment.

Mr. Gaud. Tha t is right.
Air. F ord. If  we are consistently firm and use all of our dollars in 

the same way, I am confident we can come up with a better result,
I applaud what you have done in the case of budge tary support but 

I would like to be as complimentary about the rest. I note a tendency 
to use a different set of ground  rules on the other.

Air. Rhodes, you wanted to ask a question ?

SUPPORTING ASSISTANCE LOAN TO IRAN

Air. Rhodes. I just  wanted to ask about the supporting assistance 
loan to I ran  in fiscal year 1962 of $14 million.

Is this repayable in dollars ?
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Mr. Gaud. It  is.
Mr. Rhodes. What  are the terms ?
Mr. Gaud. Seventeen years, 3.5 percent. 
Mr. Rhodes. Thank you.

U. S.  CONTRACTORS IN  IRA N

Would you list for the record the names and addresses of the con­
tractors who operate in Iran  ?

Mr. Gaud. Under  American contracts ?
Mr. Rhodes. Yes.
Mr. Gaud. I th ink you asked us yesterday for th at on-----
Mr. Rhodes. Yes, for India .
Mr. Gaud. All righ t; we will do that.
Mr. Rhodes. Get a similar  list for Ir an.
Mr. Gaud. We will do that.
(The information requested follows:)

Lis t of aid financed  contracts— Iran
[In t housa nds  of dollars]

Proje ct ti tle Name of con tractor Address of contrac tor

Obliga­
tions, 

fiscal year 
1962

Proposed
obliga­
tions,

fiscal year 
1963

Karaj Agr icul tura l College. 
Shiraz Medical  Center____

Genera l educat ion .......... .

Utah Sta te Un ive rsi ty........ . Logan, U tah______  . _ >78
8 164

i 162Iran Foundat ion _________ Em pire Sta te Building, 
New York , N .Y.

Phi lade lphia, Pa______University of P enn sylvan ia. 
New York Unive rsi ty_____

’ 324
W as hi ng to n Squ ar e,  

New York , N .Y.
<35

Developmen t of Pah lavi 
University.

Subto tal__________

Not y et selected__________ 8 300

277
>64

786Commercial contracts : In ­
d u str ia l de ve lo pm en t 
cente r.

Subto tal .....................

George Fr y & Association, 
Inc.

135 South LaSalle St., 
Chicago, Ill.

64
Grand to ta l. ............ ’ 341 ’ 786

1 C ont inuing  contrac t.
J E xtend cont ract  to term ina tion as of June  30,1963.
3 N ew cont ract  to  finance the services of 4 teachers at  the Pah lavi University Medical Center (formerly Shiraz  Medical Center) f rom Ju ly  1, 1962 u nt il Jun e 30,1963, and 9 teachers thereaf ter.< Surve y team to help develop a plan for an  I ran ian  sys tem of teache r education .8 Contract  will provide  adv ice and assis tance  in  esta blishme nt of central ized adm inis trat ion  for P ahlavi  Universit y, development of general education program with tra inin g and adm inistra tion in American-  type  course development and ins truc tion al methods , establishment of centra l lib rary properly equippe d with  m ater ials,  books, and  staff.
’ Th is figure $195,000 less than  the proposed fiscal year 1963 co ntractu al services figure which appears on page 619 of vol. V, congressional presenta tion . Proposed indust ria l surveys  pro ject  has been dropped .7 C ontemplated electric  power survey project was eliminated, reducing to tal  con trac t element by $750,000 below tot al shown for fiscal year 1962 in fiscal yea r 1963 congressional presentation.

List of aid development loan financed contracts—Iran
[In thou sands of dollars]

Projec t ti tle Name of con tractor Address of contractor Tota l ob li­
gation

Highway co ns tru ct ion. ... Amm an & Whitney , engineer­
ing services.

111 8th Ave., New York, N .Y .. . 2.7
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Mr. Gary. Will the gentleman yield? 
Mr. P assman. Yes.

POLICY TOWARD AID RE CIPIE NT S WH O PURCHASE U. S.  GOLD

Mr. Gary. Mr. Gaud,  I  want to say it is absolutely inconceivable to 
me tha t we would be pouring  money into  Ira n at the same time they 
are using the ir money to purchase our gold, part icularly  with the 
present sta te of our gold reserves.

Can you throw any ligh t on that situa tion ?
Mr. Gaud. No, sir; I cannot.
Can you, Mr. Birnberg?
Mr. B irnberg. I think the only light we can throw on it, Mr. Gary, 

is (1) as you observed on page 217, we show tha t the foreign exchange 
reserves have not slipped but they have chosen, of the ir own free will, 
to transfer  securities of one sort or another, or dollar holdings, into 
gold. I cannot give you the reasons. They would presumably be 
financial reasons of the Government.

Mr. Gary. It  seems to me that if they have money to buy U.S. gold, 
and to deplete our gold reserves, then we should not take money out 
of the contingency fund,  which is supposed to be used only for an 
emergency, to give to them. To me, tha t is absolutely inconceivable 
and I  just  cannot unders tand it.

If  you can give me any explanation on that , I would like to have 
it pu t in the record.

Mr. P assman. Will the gentleman yield?
Mr. Gary. Yes.
Mr. Passman. Would you also get it on G3 other nations?
Mr. Gaud. What?
Mr. Passman. I want to make this a general statement.
Mr. Gaud. The nations who bought our gold ?
Mr. P assman. The nations which are buying our gold and to which 

we are giving dollars.
Would you get  a policy statement as to why we continue to make 

gran ts and credits available to nations all over the  world when they 
are buying our gold, and gett ing us down to the point where we can­
not afford to let much more go out?

Mr. Gary. I would be glad to have a policy s tatement  on that. I 
want all the information I  can get on it.

It  looks to me like it is going to be difficult to explain.
Mr. Rhodes. It  is self -defeating,  to put  it in the very nicest terms 

that I can imagine.
Mr. Gary. Tha t is right .
(The informat ion supplied follows:)

E co no mic  A ssis ta n c e  to Co un trie s  W h ic h  P u r c h a se  U.S. Gold

It  is  AID policy to analyze the  r ela tion of proposed ass ista nce  to the  e stimated 
balance -of-paym ents requ irem ents  of a recipien t country. Assis tance is not nor­
mally given in excess of an  ant icip ated dol lar or fore ign exchange deficit. How­
ever, in a number of cases urgent  problems of int ern al security or development 
investment exceed the  c oun try’s capacity to marshal the  necessity budget financ­
ing, requiring extern al ass istance  beyond balance-of-payments needs. Laos, 
Greece, and  cer tain  Afr ican  countries are cases in point. In othe r cases, the 
cou ntry ’s export crop may be larger  than  anti cipa ted,  or price  rela tions may 
shift, so th at  an ant icip ated balance-of-payments gap does not mate rialize. In
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sti ll othe r cases, whe re reserves were so low as to limit a cou ntry ’s development 
effort, and cram p its  economy, an incre ase in its  reserves  is beneficial and in the 
U.S. inter est. Fo r such reasons , economic ass ista nce  is sometimes given 
even where ther e exis ts a t the same time  an incr ease  in a country ’s foreig n ex­
change reserves. When reserves rise  inor dinatel y, assistan ce is norm ally wi th­
drawn or reduced.

Most coun tries  wish to keep some pa rt  of th ei r reser ves in gold as well as in 
foreign currencies. AID has  no contro l over such decisions and makes no a ttemp t 
to influence them. I t should be noted  t ha t a gold pu rchase  is sometimes as socia ted 
with a det erio rati on of a cou ntry ’s rese rve position, as in the case  last  year of 
Cambodia, Egyp t, N igeria , an d Syria.

Coun tries receiving economic ass ista nce  accou nted for  only a minor pa rt  of 
recent foreign purc hase s of U.S. gold. Duri ng the  period April 1, 1961-M arch 31, 
1962, the latest  year for  which data ar e available,  foreign  nat ions and inter na ­
tional ins titu tions purch ased net, $745  million of monetary  gold from the United  
State s. Of this amount, $543.1 million was in tra nsa ctions with int ern ation al 
financia l ins titu tio ns and coun tries  for  which no economic ass ista nce  from the 
United States was  obligate d in fiscal year  1962 (Aust ria , Belgium, France , Ice­
land, Neth erlan ds, Saudi  Arabia, Switzerla nd, and  the  United Kin gdo m: $256.3 
million of gold was purchased  from  the  United  Sta tes  by count ries receiving eco­
nomic assis tance, and $49.8 million was sold to the Unite d Sta tes by such 
countries.

Two countrie s wher e economic ass ista nce  is being term inated  accounted for 
two-thirds  of the  gross purchases by aid recipien ts: Spain. $145.1 mi llion ; and 
Lebanon, $21.6  million. In 10 oth er cases indi cate d on the  att ach ed table by 
an aste risk , and  to taling $35.7 million, the pur cha se was associate d w ith  a n equal 
or larg er repa yme nt in gold by the  country to the  IMF, which in tu rn  was rela ted 
to the $150 million IMF sale of gold to th e United  Sta tes duri ng the period.

Of the remainin g countr ies, economic ass ista nce  to Greece was addr esse d spe­
cifically to the  special defense  budget problem  of th at  country  in rela tion  to its 
NATO commitm ents and the Ber lin buildup, and  th at  to Cambodia and  Laos was 
rela ted to the  intern al costs of sec uri ty in those  areas. AID exp endi tures in 
Nigeria were relat ively  low be cause of th e newness of th at  co unt ry’s development 
effort. It  is expecte d th at  th at  effor t will resu lt in consi derab le str ain on its 
balance-of-payments position i n the  n ea r f utu re. The purchase by the  Dominica n 
Republic was made in lat e 1961 befo re the  fal l of the  Tr uji llo  regim e and the  
extension of economic as sist ance to  t hat  cou ntry.  The mode st increase  in Turkish  
foreign  exchange reserves is a welcome sign of hea lth  in th at  economy taken in 
conju nction  with th e su bst ani tal  dro p i n the  level of U.S. a ssis tan ce from previous 
years a nd its undim inished de fense a nd  development effo rts.

The attach ed table relates gold purch ase s by countries receiving  aid to the  
change in the ir tot al foreign exchange rese rves  and  to the  aid  programe d fo r 
them dur ing fiscal yea r 1962.
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Rela tion of  foreig n purchase of gold from the United State s to changes in  country 
fore ign exchange reserves and to U.S . economic assistance

[In  mil lions of dollars]

N et  gold  
pu rch ase s, 

Ap r. 1, 1961- 
M ar . 31, 1962

N et  ch ang e 
co un try  gold 
an d foreign 
exchange 
rese rves,

Apr . 1,19 61- 
M ar . 31, 1962

Fiscal  year 
1962 aid 

obliga tion s

Argen tin a (sa le) .........
Brazil............................
Cam bo dia_________
Congo  (sa le) ...............
Co sta  Rica _________
Cyp ru s............ . ..........
Do minic an  Republi c.
E gyp t....................—
El  Sa lva do r (sale) .__
Greece_____________
Ir an_______________
Isr ae l______________
Laos_______________
Leba no n___________
Nep al_____________
Niger ia____________
S p a in .. ........ ................
Sy ria................ ............
Tun is ia ____________
Tur ke y..................... .
Vie tnam ___________

-2 5 .0 -3 54. 0 22.0
•3.2 +9 2.0 90.5
3.1 -3 .3 29.1

-2 4 .1 -2 9 .0 46.7
•2.3 +3.5 2.0
•2.0 (>) .7
3.0 +7.5 26.0

•7.8 -4 7 .0 42.0
- . 7 +5.8 3.0
14.2 +5 3.9 30.3

•16.1 + 8 .0 54.5
10.0 +9 3.9 45.4
•1.9 (*) 27.5
21.6 +2 4.3 .5

*.3 (*) 3.8
20.0 2 -8 0 .0 20.1

145.1 +331 .0 16.0
•1. 1 -2 0 .0 33.9
♦.5 ’ - 5 .0 28.7
3.6 + 6.0 72.9
’. 5 24.2

206.5
538.5

745.0

N et  purch ases  b y  re cipien ts of A ID  assis tan ce_________
N et  pu rch ase s by  o ther  c ou nt rie s__________________________

N et  pu rch ase s of mo ne ta ry  gold  by  foreign cou ntr ies  an d 
in te rn at io na l in st itutions__________________________

1 N ot  ava ilable . 
’ A pprox imate .

Mr. Gary. One other question off the record.
(Discussion off the record.)
Mr. Gary. I migh t wan t to put tha t on the record late r but  I want 

to give you an opportun ity to look it up first.
Mr. Passman. We know you have some type of answer. Not too 

long ago Argentina  was demanding  gold for dolla r investments in 
America. People at the very top down a t the Treasury Department 
were using every means at thei r command to get those people to leave 
thei r dollar credits in securities because they were drawing interest, 
but they were unsuccessful in their  persuasion.

Aft er Argentina  acted contra ry to what we thou ght was to the 
best interests of that  country, it was revealed t ha t you took money out 
of the  President’s contingency fund in the last q uar ter for Argentina, 
and it  was in the last  quarter  tha t they  took about the same amount of 
dollars and requis itioned gold.

The things  we are  dealing with today have been happening since 
the beginning of time, have they not—the rise and fall of nations and 
governments ?

Mr. Lf.e. Yes, sir.
Mr. P assman. It  would seem to me that  we do no t know how to get 

our own house in order, especially as it deals with  our economy. Yet, 
we a re willing to go out across the world and try  to tell 100 other 
nations and many of the Brit ish possessions how to do thei r jobs.
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We are trying to cure all of the ills with the limited resources of 
America.

Did you get that  information on the literacy rate in Ir an  ?
Mr. Birnberg. We have not received all of it yet.
Mr. P assman. Have you obtained the data  as to the amount of aid 

in the education sector since 1952 ?
Mr. Birnberg. Tha t has not come down.
Mr. Passman. Mr. Alexander?
Mr. Alexander. Mr. Chairman, I have a few questions.

SI NO-S OVIE T AID TO IR A N

Mr. Gaud, I noticed the Sino-Soviet bloc was giving  a certain 
amount of money to Iran ; what was tha t spent for ?

Mr. Gaud. That $6 million ?
Mr. Alexander. Yes.
Mr. Gaud. I do not know.
This was in 1961 or pr ior. It was some years ago and I am afraid  

I do not have tha t figure here, Mr. Alexander. We will t ry to get it 
and put it in the record.

(The information supplied follows:)
Soviet Aid  to I ran

The $6 million Sino-Soviet bloc aid to Ira n represen ted loans from Poland 
for the purchase of two suga r factories, one costing  $2.5 million and the other 
$3.6 million, which were made avai lable  in 1958 and 1959. The factories are 
located in the Meshed area.

Mr. Alexander. Ilow much is the domestic-----
Mr. Lee. I do not know, but I  have a l ittle  story in connection with 

this. One of our people was building a school building , or helping 
to build a school building up there one time and he found out the 
cheapest way to do i t was to buy some steel tha t came from Russia. 
So he buil t the school building w ith Russian steel, so they told me.

Mr. Alexander. In  other words, we are helping  thei r economy ?

DO MES TIC RE VE NU ES  IN  IR A N

How much was the domestic income of Tran in 1961 and 1962 and 
projected for 1963?

Mr. Gaud. We have the figure for 1961; $707 million.
You said domestic revenues?
Mr. Alexander. Tha t is righ t.
Mr. Gaud. We do not have the figures for 1962 because I think I 

said before you came in there  is not any budget for  Ira n yet.
Mr. Alexander. What is the salary of the Shah ?
Mr. Gaud. I have no idea. I doubt if he has a salary. He has a 

priva te income, as I understand it.
Mr. Alexander. In other words, the same as Laos, we do not have 

much to go on in regard to exactly where we s tand financially with 
them? I believe we were financing about 25,000 troops in Laos and 
then we came to find out we did not have anything. We had no way 
of checking.

We had no figures but only their word.
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They want our assistance but they do not cooperate with us very 
much in giving you in form ation; is tha t right?

Mr. Gaud. No, sir. We have the figures on Iran. The reason I 
cannot give you an estimate of the domestic revenues for the curren t 
year is that  they have not gotten a budget presented.

INCO ME AND PROPERTY  OF SH AH OF IRA N

Mr. Alexander. Where does the Shah  get his income from ?
Mr. Gaud. It  is his own property he gets it from. It  belongs to  

him.
Air. Alexander. Where d id th at  come from ?
Mr. Gaud. He inherited it  from his father.
Mr. Alexander. It  has been handed down to him and somewhere 

back in  history it came from the people of tha t country, I suppose ?
Mr. Guad. I daresay. His fa ther,  of course, took over the country. 

He is not a hered itary monarch, except to  th e extent tha t his father 
founded the dynasty. I do not know the details of how he acquired 
his prope rty but, as I  understand it, he has a considerable amount of 
property.

It  is also true th at he has given away in the last year-----
Mr. Lee. Probably land holdings.
Mr. Gaud. Quite a large  amount of villages he owned to the peasants 

who lived on them.
Mr. Alexander. That is very interesting . Is he in favor of your 

land reform and tax reform we are concerned about ?
Mr. Gaud. That is my understanding.
Mr. Lee. Yes, sir.

TOTAL AID PROGRAM FOR IRAN

Mr. Alexander. I note we are giving aid through a g reat number 
of agencies; international organizations, the United Nations, AID , 
Internat iona l Monetary Fund , World Bank, Public Law 480, food 
for peace, Export-Im port  Bank.

We are also giving aid through suppo rting assistance bu t what is 
the grand total in dollars that  actually flows from the United States 
to Ira n directly and indirectly through all of these means? What 
is the amount for  1963 ?

Air. Gaud. As far  as 1963 is concerned, our p rogram under AID  is
$-------- for development grants. The development loans we have
estimated in the range of $—----- to $-------- .

Mr. Alexander. (Off the record.)
Air. Gaud. $--------to $——-—, Air. Alexander.
I think the Public Law 480 figure is $2.2 million.
Air. Alexander. How about the other internationa l organizations 

to which we are the main contr ibutors ?
Air. Gaud. As I understand it, they do not put out advance pro­

grams but deal with individual projects. I cannot give you any 
figures for 1963 on them, sir.

Air. Passman. AVould the gentleman yield ?
Air. Alexander. Certainly.
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Mr.  P assman. As we a re conc erned wi th Ir an , wou ld you try to pu t 
all  of those  catego ries  toge ther  and  also pick up  the mili ta ry  ? We 
have  a subs tan tia l m ili ta ry  prog ram, do we not ?

Mr. Tenn ant. Yes, si r.
Mr. P assman. P u t th e gra nd  tot al t og eth er  fo r us.
Mr. T enn ant. Cu mu lat ive  to da te ?
Mr. P assman. Th e pr oje cte d fig ure  fo r 1963.
Tha t was the  ge ntl em an’s question, bu t inc lude all spigo ts and the 

mi litary , too.
Mr. T enn ant . We  will  do th at , sir .
Mr. P assman. You m ight  use the pr io r ye ars’ est imate  fo r in te r­

na tio na l orga niz ations.
Mr. A lexander. W ill  you get  th at  ?
Mr. T ennant . Yes, si r.
(The in form at ion supplied fol low s:)

Fiscal Year 1963 Assistance to Iran From Free World Sources

If  th e Ira nia ns  h ad been able to set tle on a fiscal year 1962-63 budget, and  to 
have developed a sati sfactory development plan , commitments of some $40 
to $60 million from the  IBRD  and other free world sources othe r tha n the 
United States might have  been reasonably expec ted in fiscal year 1963. AID 
still  hopes th at  the budget crisi s will be resolved  with  provision for paying  pas t 
debts to maintain  the  confidence of potentia l lenders, and with a minimum di­
version of oil revenues from the development to operating budgets. If enough 
worthwhile projects  can be developed and the operating budget  issue resolved, 
we ant icip ate  commitments of $40 to $60 million early in calend ar 1963.

MANAGEMENT-LABOR RELATIONS PROJECT

Mr.  Alexander. I  was int ere ste d in one of  the ma ny th ings  you 
hav e proj ected  fo r 1963. I  r ef er  to  th e item  u nd er  la bor aff air s w here  
you  say, “To be tte r un de rst an ding  of  lab or- ma nageme nt pra cti ces.”

Ju st  w ha t do you mean by t hat  ?
Mr. Gaud. I s thi s the  pro jec t on p age 633 ?
Mr. Alexander. Righ t.
Mr. Gaud. Th e gen era l purpo se is to set up  a ma nageme nt- lab or 

rel ati on  dep ar tm en t i n the M inist ry  of  La bor.
Mr. Alexander. I s th at  to org ani ze  t he  wo rke rs of th at country  in 

lab or  unions?
Mr. G aud. No, sir.
Mr . A lexander. I  am not  su re I  have a  clear u nd er stan ding  of  w hat  

you will  do w ith  th at  $4 mil lion .
Mr . Gaud. I t  is rea lly  an advisory  proje ct to the  Mini str y.  I t is 

des igned,  as I  un de rst an d it,  to  assis t. We  do no t wo rk in the  field. 
We  d o no t work  on indiv idu al pl an ts  o r an ythi ng  o f th a t sor t. I t is 
to adv ise the Mini stry in se tting  up  procedures, stan da rd s, and  all 
th at  sort of thing .

Mr . Alexander. These nin e pa rt ic ip an ts  who come un de r th at , are 
they  sen t her e to the Un ite d State s and tra ined ?

Mr . G aud. They are.
Mr . A lexander. W ha t kin d o f trai ni ng  do you  give  them  here ?
Mr . Gaud. Th e Labor Dep ar tm en t hand les  it  fo r us. They ge t 

tr ai nin g in m anp ower s tat ist ics , a pt itu de  tes tin g,  co unselin g, emp loyer 
rep res en tat ion . They are  peop le who wil l wo rk in th e Mini stry. In  
othe r words,  wh at  we are  try in g to do, in effect, is to h elp  the m imp rove 
th ei r Minist ry  of  Labor.
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Mr. Rhodes. Will the gentleman yield ?
Mr. Alexander. Yes.
Mr. Rhodes. We are doing this on a global basis?
Mr. Gaud. We are doing this in many countries.
Mr. R hodes. I think you will find there are labor leaders involved 

in this program.
Mr. Gaud. I think tha t is unquestionably true, but tha t is not true 

in Iran , Mr. Rhodes.
Mr. Rhodes. In the general program, is that t rue?
Mr. Gaud. Tha t is certain ly true.
Mr. Rhodes. So I do not think the gentleman's point is fa r wrong. 

We are helping to strengthen the labor unions of the countries of 
the world.

Mr. Alexander. I know tha t is t rue of many of the countries I 
visited. We certainly want to raise wages and the standards of 
living, but it looked to me like this  was a very large sum of money 
for a very small country for thi s par ticu lar purpose.

Mr. Passman. Would you yield?
Mr. Alexander. Yes.
Mr. Passman. It  is also the policy of the new ATI) program to 

train people how to establish cooperatives?
Mr. Gaud. That is true.
Mr. P assman. Thank you.
Mr. Lee. Mr. Chairman, may I just high ligh t the fact tha t there 

is in existence in Ira n a national  front.  Tha t group includes labor 
and youth especially, and the Communists are making a determined 
effort to infiltrate this  na tional front.  I do no t know the exact rela­
tion of this to the project, but I know tha t this is a target area as 
far as the conflict is concerned.

Mr. Alexander. I t is always a fertil e field in which you have 
organized people, where leaders have a tremendous influence on the 
membership of tha t organization.

Mr. Lee. I think our hope is th at enough of them will see things  
our way to have some impact.

Mr. Passman. H ow do you define a Communist, when you say a 
Communist is doing this?

Mr. Lee. Well, that is the subject fo r a book.
Mr. P assman. What?
Mr. Lee. A subject for a book.

PROCEDURE FOR MAKI NG  LOANS OR GRAN TS

Mr. Alexander. One other question and I will be through, Mr. 
Chairman.

In these programs, do we turn over the money or goods we give 
to the Government itself, or how is it dis tributed ?

Mr. Gaud. In  this region—I cannot speak for  the whole program, 
Mr. Alexander—we give money very rarely. In the case of Jordan 
where we give supporting assistance we give dollars on what we call 
a cash g ran t to the Government agains t which it pays its bills. We 
did  this last year in Ira n when we gave cash grants and loans for 
budget support . We give it to the Government.

Mr. Alexander. I f  you give credits  for products we are shipping 
out o f this country, are they shipped to the government and the gov- 

87948— 62— pt . 3------30
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ern me nt the n dispo ses of them  e ith er  by gi ft  to thei r people or  by sale 
to th em ?

Mr.  Gaud. Yes; t hat  is rig ht .
Mr.  Alexander. It  does go to the  governm ent  ?
Mr. G aud. Yes.
W ha t hap pe ns  is th at  the loan  will  be se t up here  and  ship me nts  will  

be made ag ain st invoices pre sen ted  here . The  money does  not go 
abroad .

Mr.  Alexander. I un de rst an d th at .
Mr.  Gaud. These goods  in  some cases may go to the  govern me nt for 

resa le, or  they  may  go to the people  in the pr ivate sector who have  
im po rt licenses to imp or t the products.  You  may have  ei ther  si tua tio n.

Mr.  A lexander. W ha t det erm ine s where it goes? W ha t pol icy  de­
term inat ion de termines  where i t goes  ?

Mr. Gaud. Th e poli cy of the governm ent th at  is receiv ing  the  aid.
Mr. Alexander. They ei ther  ge t it them selves or  di rect  whe re to 

send  it  ?
Mr. Gaud. Or  they give  im po rt licenses to th ei r citi zen s and let 

them g et i t, as  the  case may be.
Mr. P assman. Some poten tat es , or  leaders, or  shahs, have  a lit tle  

bi t more dir ec t pa th  to Tr ea su ry  fund s then  the y do un de r a govern­
men t such  as ours ; do they not ?

Mr. G aud. Th at  ce rta inly  is tr ue  in some co unt ries .
Mr. P assman . Does the Shah o f I ra n  own any  oil p rope rti es  ?
Mr. Gaud. I have  no idea .
Mr. P assman. You do not k now ?
Air. B irnberg. No, sir .
Mr.  P assman. Do you know  wh eth er or  not  the  Sh ah  has any  oil 

intere sts  ?
Mr.  L ee. I do not know.
Mr.  P assman. W ha t is yo ur  opinio n ?
Air. B irnberg. Th e Shah him self does  not own a ny.
Air. P assman. Di d you rea d th at  somewhere  or  was th at  in some 

St at e D epartme nt book ?
Air. B irnberg. Yes, sir .
Air. P assman. Tha nk  you very  much.
AYe sha ll recess unt il 2 :30 p.m.

AF TE RN OO N SE SS IO N

ESTIMATED LITERACY RATE IN  IRAN
Air. P assman. The co mmittee  will  come to o rde r.
Did you ge t th e li teracy  rate on Ir an  in fiscal y ea r 1952, and  wi ll you 

plea se c ite you r au thor ity  ?
Mr.  B irnberg. We have the figures year  by ye ar  fo r edu cat ion  ex­

pe nd itu res since the fiscal ye ar  1952.
Air. P assman. I Iow abo ut th e l ite rac y rate ?
Air. Birnberg. AVe go t fo r you the numb er of  stu dents  enroll ed in 

the e lem entary  schools.
Air. P assman. Tha t is not w ha t we requested .
In  the  1958 j ust ificatio n book you showed a lit eracy rat e of  10 to 15 

percen t. AAre move to  yo ur  1963 books a nd  it rem ained the  same. AATe
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want to ascertain the l iteracy rate for 1952,1953, 1954, and 1955, 1956 
and 1957, from the justification books.

Mr. Birxberg. The two books available show 10 percent figures 
from 1954 to 1956.

Mr. Passman. It remains in status quo?
Mr. Birxberg. The estimate is still in that general range.
Mr. Passman. We are trying to find out if any improvement has 

been made.
FU ND S FOR EDUCATION IN  IRA N

The education figure has totaled $14,700,000. Tha t is in the one 
category under the education sector, and you have education under 
many other  different categories, such as technical assistance and our 
experts out there in the field of agriculture and in t rade  schools.

Mr. Birxberg. Yes.
Mr. Passman. We shall insert the tabulation in the record.
(The information re ferred to follow s:)

Ira n—Edu cation (DG, TC and DS) obligations for  past 10 years
I. An nu al : M ill io n

Fiscal  year 1952------------ $2. 8
Fisc al year 1953------------  2. 0
Fiscal year  1954------------  3. 0
Fiscal yea r 1955------------  1. 0
Fiscal  yea r 1956------------  1. 2
Fiscal  year 1957------------  2.1
Fiscal  year 1958------------ . 3
Fiscal  yea r 1959------------  . 6

I. Annual—Continued M ill io n
Fiscal yea r 1960______  $0. 4
Fiscal year 1961---------- . 6
Fiscal  year  1962______  . 4

II.  Cumulative tota l for  past 10 
years (fiscal years 1952 
through 1962)_________  14.7

EDU CAT IONAL PROGRESS IN  IRAN

Mr. Passman. Th at means, if this applies throughout the foreign 
aid program, they are standing still in the percentage of increase in 
the literacy rate.

Mr. Gaud. May I say a word about education in I ran  ?
The U.N. Stat istical Yearbook sta tes th at in 1950 there were 653,000 

students enrolled in elementary schools in Ir an. The same book states 
in 1959 this number has risen to 1,327,000. Tha t is almost exactly 
double.

Mr. P assman. The number of students ?
Mr. Gaud. Enrol led in elementary schools.
Mr. P assman. But when you spread the literacy rate, it remains the 

same.
Mr. Gaud. The increase from 10 to 15 percent  is a 50-percent in­

crease, and both of these books give a range of 10 to 15.
Tha t is the only information we have. It  does not indicate that the 

actual literacy rate was static  in those 2 years.
Mr. P assman. We discussed th is morning your justification books 

going back, I believe, to 1958 ?
Mr. Gaud. Yes, sir.
Mr. Passman. Tha t is 1958, 1959, 1960, 1961, 1962, and we are d is­

cussing now 1963.
Mr. Gaud. Tha t is true, sir.
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Mr. Passman. And yon used the same literacy rate percentages 
in the first book that  you did in your la st book, and that is 10 to 15 per­
cent.

Mr. Gaud. That  is true.
Mr. P assman. Since it remained identical for the years mentioned, 

how would the committee have any way of arriv ing at any other con­
clusion than that it  is static ?

Mr. Gaud. I do not see how the committee could arrive  a t the con­
clusion it is static. I do not see how i t could arrive at any conclusion 
other than  it is in a range of 10 to 15 percent in those years. This 
is, at best, an estimate.

Mr. Passman. Tha t is a 50 percent spread.
Mr. Gaud. Yes, it is.
Mr. Passman. You do not have any proof tha t it has improved, 

and I  have no proof th at it has not. We shall let the  record you give 
us speak for itself.

Mr. Gaud. Tha t suits me.
I raq

Mr. Passman. You had a program in 1962 of $800,000 for Iraq. 
Does that remain firm ?

Mr. Gaud. Yes, the precise figure is $799,000.

UNLIQUIDATED BALANCE

Mr. P assman. What amount do you have unliquidated to the credit 
of Iraq?

Mr. Tennant. $1,170,000 for the economic aid program.
Mr. Passman. Wha t do you have in the other spigots ?
Mr. Gaud. We will have to supply the others for the record.
(The information requested, follows:)

Unliquidated balances of  aid to Iraq , as of  June SO, 1962 
[I n  m ill ions ]

Fo reign  assis tan ce pr og ra m : Amount
Economic as sis tanc e____________________________________________ 1 $1. 5
Mili tar y assis tanc e_____________________________________________ _____

Total , foreig n as sis tanc e_________________________________________ 1. 5
1 P re lim in ar y.

Mr. Passman. Do you have a military  program for this country— train ing?
Mr. Gaud. I think  it is a small training  program.
Mr. Passman. What  sum is unliquidated to the credit of the mili­tary ?
Mr. Gaud. I would have to get the  mil itary books.
Mr. T ennant. Nothing on the military program.
Mr. P  assman. What is your estimate for Iraq for fiscal year 1963 ? Mr. Gaud. $--------, Mr. Chairman.
Mr. P assman. Are they one of the Belgrade  Conference countries? Mr. Lee. They are.
Mr. P assman. They would be called a neutral ?
Mr. Lee. That is what they call themselves.
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Mr. Passman. We are compensating them for tha t position by in­
creasing thei r aid program over last year more than  $--------in this
one category ?

INC REASE FOR PA RT IC IPAN T TR AI NI NG  PROGRAM

Why are you requesting an increase for this country when on page 
219 of the justification you stat e:

Following the revolution , it was made clea r that  U.S. techn ical adv isers were 
not welcome in Iraq, but  int ere st was  expressed in continuing the  tra in ing of 
Iraqis  under the In ter na tio na l Cooperation  Administ ration, (ICA) pa rticip an t 
tra ining program .

Mr. Gaud. Let me say what the program is. if I may. It  consists 
of only two items.

Mr. P assman. It  is an increase.
Mr. Gaud. An increase in dollars, but no change in program. One 

is a participant program which trains men who may someday have 
important positions in Iraq.

The other item in the program, which is responsible for the increase, 
is the fund ing of the thi rd year of a continuing  contract  with the 
Universi ty of Texas which is assisting the University of Baghdad 
in the development of its curriculum and upgrading its engineering 
and science faculties.

These two projects, we feel, are warranted despite the situation to 
which you referred.

Mr. P assman. You said the increase fell only in the field of dollars.
Mr. Gaud. That is true.
Mr. Passman. On page 660, we see:
Fiscal 1963 funding. Overal l, we plan to finance a somew hat higher volume 

of par ticipan ts.
We go back to page 657 and it certain ly pins this one down, that  

the part icipants  in fiscal 1962 were 115, and the number for 1963 is 
130.

Mr. Gaud. Wha t I meant was, the cost of these two projects is 
greate r. We have no t added any new items in the program.

Mr. Passman. You have increased the number of participants.
Mr. Gaud. Yes, sir.
Mr. Passman. Could we, anywhere in this  worldwide program, 

where people take the atti tude these people take, at least hold the 
new fiscal year to the present fiscal year level?

Mr. Gaud. (Off the record.)
Mr. Passman. I understand th at. You had 115.
Mr. Gaud. Tha t is correct.
Mr. Passman. We could have gone along on tha t basis for some 

time, as we have to borrow th e money tha t we are going to pay for the 
program. I think we have already agreed th at there is a limit to what 
we should do.

Air. R hodes. Before the Iraqi revolution, we had quite a large pro­
gram where people were brought to th is country. I know Iraq i were 
brought to Arizona because of the similarity  in climate, and problems. 
I am not saying eventually we might no t get o ur money’s worth from 
this, but the showing thus  far,  as far as profit to our relationships 
are concerned, vis-a-vis the Iraqi, is not impressive.
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Mr. Gaud. I think that  is a fai r comment.
Mr. Passman. Are you having to work with the leaders of the 

country ?
Mr. Gaud. In what sense.
Mr. Passman. To firm up the program  and bring  in the participants.
Mr. Gaud. The particip ants  have to get permission from thei r Gov­

ernment to leave. Am I righ t about that, Air. Lee ?
Mr. Lee. Yes. That  would be true in any country. It  varies with 

regard to the degree of control. They have to get the ir passports 
and visas.

PA RT ICIPAN T TR AI NI NG  CONTRACT

Mr. P assman. You enter into a contract, do you not, with the Gov­
ernment of Iraq —some kind of an arrangement whereby you pay 
for the par ticipants who come out of the country ?

Air. Lee. I do not know the details.
Afr. Tennant. We do issue a document t hat  covers the partic ipant.
Air. Passman. It  is a joint agreement between the recipient coun­

try and  our country ?
Air. Tennant. Tha t is correct.
Air. P assman. Do you have to have a contract entered into between 

our officials and the officials in th eir country before you can firm up a 
program such as this, or bring in their  particip ants  ?

Air. Gaud. I do not think so.
Air. Passman. On what basis are they brough t in? Do you just 

pick them out ?
Air. Tennant. Both the representa tive of our country and their  

country  sign the document. I refer  to, and I guess it would be a con­
trac t, but I would have to yield  to counsel on this point.

Air. P assman. AATe shall let the counsel interpret his understanding 
of the contrac t and put it in the record.

(The information fol lows:)
P a rtic ip a n t  T r a in in g  Agree m en ts

The t rainin g of p art icipan ts is covered by agreements  signed by representat ives  
of AID and of the coopera ting cou ntry  governments . These agreements  describe 
the  tra ining  programs  involved, name the  par tic ipants , sta te  the  contemplated 
plans for  dissemina tion and use of the  knowledge they  gain, and set out what 
assurance s have been given t hat  the p art icipan ts w ill r eturn to the  posi tions they 
will leave or to sim ilar  or superio r positions in the  same field of activ ity. A 
sep ara te agreemen t of this kind is wri tten for  each particip an t to be tra ined or 
for  an identifiable group  of particip ants who will be und erta king the  same type 
of tra ining  and for  whom arangemen ts can be made on a group basis.

Air. Passman. I made a statement of fact when I quoted your words:
Following the revolut ion, it  was  made clear  th at  the U.S. techn ical adv iser s 

were not  welcome in Iraq?
Air. Gaud. That  is true.
Air. Passman. Mr. Rooney, we are in Iraq.
Air. Rooney. This request for $175,000 in connection with your 

program with the Universi ty of Texas, is merely a continuation of 
the program ?

Air. Gaud. It  is to fund the thir d year, Air. Roonev; that  is r ight.
Air. Passman. You are increasing the program and the number of 

participants from 115 to 130 ?
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Mr. Gaud. That is true.
Mr. Passman. So you are enlarg ing upon the program in numbers 

as well as in dollars ?
Mr. Gaud. In  numbers of the people in one of the existing projects as well as the dollars.
Mr. Natcher. What  part, if any, does the mutual security program 

in its entirety play  insofar as the budget of I raq  is concerned ?
Mr. Gaud. None.
Mr. Natcher. Thank you, Mr. Chairman.

TOT AL AID TO IRAQ

Mr. Passman. Mr. Controller , what  has been the total amount of 
aid to I raq , in all categories, since the inception of the program?

Mr. Tennant. Since inception, through fiscal year 1962, military  
and economic, Public  Law 480 and export-import, $67.5 million.

Mr. Passman. $67.5 million ?
Mr. Tennant. Yes. I have added the 1962 program into that.
Mr. Passman. Tha t is in all categories of aid ?
Mr. Tennant. Yes, under this act, and P ublic  Law 480 transactions.
Mr. P assman. In  all probability some of these expenditures would 

never have been made had we known this atti tude would have pre­
vailed ; would that  be a fair  statement ?

Mr. Gaud. Most of those expenditures were mi litary expenditures, 
and i t is a l ittle  hard to answer your question; is i t not ?

Air. P assman. It  may be. What par t was not mili tary  ?
Mr. Tennant. Not mi litary, approximately $21 million.
Mr. F ord. About two-thirds  milita ry and about one-third economic ?
Mr. Tennant. Th at is true.
Mr. Passman. We had the economic aid in the country in 1952? 

We had a substan tial economic aid program stra igh t through , includ­
ing fiscal year 1961 ? In  1961, it was $1.7 million ?

Mr. Gaud. Yes.
GOLD PURCHASES BY IRAQ

Mr. Passman. During tha t time, they built  up sufficient dollars to 
purchase, in the third quar ter of 1960, $1.8 million  of our gold, and 
in the four th quar ter they purchased $28 million, for a total of $29,- 
800,000 in calendar year 1960, which was in the fiscal year 1961.

AID FROM U .N . SPECIAL FU ND

Mr. Andrews. I notice where they expect to ge t in 1962, or did get, 
$1.7 million from the United  Nations Special Fund.

What was that for, Air. Gaud ?
Air. Gaud. I do not have any information on that .
Air. Tennant. I would think that  would be covered under Air.

Cleveland's testimony a l ittle  la ter in the week. We do not have that 
at the moment.

Air. Ford. We do contribute  to that Fund ?
Air. Tf. nnant. Yes. That  is what Air. Cleveland will testify to 

later.
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AID FROM  C O M M U N IS T  NATIO NS

Mr. Ford. Also, I  read on page 219 tha t large indust rial projects 
are being financed with Soviet and Czech credits. Bloc trade is in­
creasing, though trade ties with  the  West are still stronger than those 
with the bloc.

This is another one of the countries taking aid from both sides ?
Mr. Gaud. I t is indeed. This country gets a great deal more aid 

from the Soviet bloc than it does from us.
Mr. Ford. Do they accept our aid willingly? Do they seem to be 

happy about it, or do we have to talk them into taking it?
Mr. Gaud. No, sir.

training program

This is a case where we are carryin g on these two projects because, 
as T said a moment ago—perhaps before you came in the room—we 
think i t is important  to continue to bring  pa rticipants to th is country 
in the hope we can tra in people who will in the future be important 
in the life and government of Iraq . We also have a project with the  
University of Baghdad where we are likewise t rying to help the fu­
ture generation of Iraq. (Off the record.)

Mr. Ford. How many students come over here?
Mr. Gaud. Under this existing project, we have had 200 Iraqis in 

the past 3 years.
Mr. Ford. Do they come in classes?
Mr. Gaud. They come over here  and receive training in different 

fields. They all go back and work in the government minist ries, and 
they get different types of training.

Mr. F ord. Do they all go to the same school, the Univers ity of 
Texas?

Mr. Gaud. No, the University of Texas is a different operation. 
Tha t is another project. That is the one that  has a contrac t with us 
for working in the University of Baghdad.

Mr. Ford. No students go to Texas schools ?
Mr. Gaud. I do not know whether any do or not. They do not 

necessarily go to Texas. I do not have a breakdown on where they 
go. We could get that, if  you like.

Mr. Ford. I wish you would put it in the  record if you cannot tel l 
me now how many students come to this country and what, the expense 
of the students is for each s tudent and what  thei r expenses cover.

COST FOR  T R A IN IN G  PA RTIC PA NTS

Mr. Gat’d. We have the figures. We have had 200 students in the 
last 3 vears. The total amount we have obligated in this project 
through June 30 .19G2, is roughly $2.4 million.

Mr. F ord. Is tha t for the 200 students ?
Mr. Gaud. I think that  is for 200 students—I  think I better get 

some more information here. The information from this project 
sheet is not sufficient to give me what you want.

Mr. F ord. It figures about $12,000 a student ?
Mr. Gaud. It  sounds a little high.
Mr. F ord. Can you give us more information  about it ?
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Mr. Gaud. I cannot at the moment, but I can get it for  you.
Mr. Ford. Be sure and put  it in the record.
Mr. Gaud. Some of these students may have been here for more 

than 1 year. I cannot tell from the way this is wri tten whether  it is 
200 students every year, or what it is.

Mr. Ford. That should cover about a 4-year college education ?
Mr. Gaud. There is something wrong.
(The information requested follows:)

Part icipa nts  F rom Iraq

The following table sets forth  the number of partic ipants who arr ived in the 
United States and third countries to commence thei r studies during the period 
July 1, 1960, through March 31, 1962. Because of the time required to arrange 
programs and enroll partic ipants in specific colleges and universities, arriv als 
for the most part  occur in the fiscal yea r succeeding the dollar obligation:

Fiscal  year  1960......................
Fiscal year 1961___________
1st 9 months,  fiscal year 1962. 

To tal .............................

Arrival s

United States 3d countries Tota l

87 4 91
58 17 75
37 27 64

182 48 230

N ote .—Prog rams for an add itional  89 par tic ipants  are cur ren tly  being arranged, approxim ately of 
whom will b e arriving in late Aug ust or ea rly September  for the fall college semeste r.

During the same period, a tota l of 232 part icipants  completed thei r training  
programs and returned to Iraq. The same comment with respect to funding 
noted above would apply to partic ipants leaving the country—departures in a 
given year for the most p art  reflect obligations of an earli er fiscal year.

Dep artu res

United
States

3d countries Tota l

Fiscal year  1960 ______________________________________ 72 72
Fiscal year 1961__________________  __________________ .. 55 19 74
1st 9 month s, fiscal year 1962 ..------ - ----------- -------------------- 68 18 86

To tal _____________ ____________ _______ _________ 195 37 232

Training programs for Iraqui participants are  usually scheduled for a 1-year 
period (two semesters).  The average cost to AID to tra in a student in the 
United States for this period comes to approximate ly $6,200 and covers the 
following items:
International travel____________________________________________ $1, 200
Travel  within United States___________________________________  350
Tuition_____________________________________________________  1. 000
Maintenance allowance________________________________________  3, 510
Books_________________________________________________________ 75
Contingencies__________________________________________________  65

Total__________________________________________________  6, 200
Cumulative adjusted obligations for part icipant train ing during the period 

July  1, 1960, through June  30, 1961, total $843,000 rather than $1,757,000 noted 
on page 660 of the fiscal year 1963 congressional p resenta tion status of projects 
volume. The lat ter figure includes funds committed for parti cipant training for 
years prior to fiscal year 1960.
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Moreover, the congressional presentation figure does not reflect the downward adjustments of obligations tha t have been made as a result of program cancel­lations and liquidation of balances which remained a fte r training programs had been fully completed. A breakdown of pa rticip ant training obligations fo r fiscal years 19G0 and 1901 follows:
[I n th ousa nds]

Orig inal
ob ligat io ns

A d ju ste d  
obligat io ns 

as  o f Ju n e  30, 
1962

Fis ca l ye ar 1960____________________________ ________ _________________ ____ $646 $380Fi sc al  ye ar  1961_____________________ _________ ____ _______ ______ ________ 553 454
T o ta l................................ ......... ......... . ................................... ........... ........................... 1,199 843

Mr. Ford. Do you pay them salaries, or do you know ?
Mr. Gaud. No.
Mr. Ford. Just expenses?
Mr. Gaud. Yes.
Mr. Ford. Tuition to the college ?
Mr. Gaud. Yes.
Mr. F ord. I wish you would pu t as much information in the  record 

as you can.
Mr. Gaud. We will.
Mr. Ford. Thank you.

UNLIQUIDATED OBLIGATIONS FOR BELGRADE CONFERENCE PARTICIPANTS

Mr. Passman. Twenty-four so-called neutral  countries attended the 
Belgrade Conference of last year as delegates, plus two observers. 
Subsequent to the Conference, our President issued a rath er positive 
statement as to our position in subsequent years in respect to aid to 
neutrals. Looking at the record, we ascertain that in fiscal 1962 for 
the so-called neutrals, 24 of them, we had an aid program of $714.4 
mill ion; but, looking at the program for fiscal year 1963, we find that 
you are requesting $834,500,000 for these same 24 countries. The in­
creased request for the so-called neutrals  in fiscal year 1963 will exceed 
by $142,500,000 the allocations for  fiscal year 1962.

We wish tha t you would, Mr. Controller, have another look at 
this list tha t you furnished to us on the 24 Belgrade Conference na­
tions and give us the amount of unliquidated funds to the credit of 
each one of these 24 nations as of the close of fiscal year 1962.

Mr. Tennant. Yes, milit ary and economic.
Mr. P assman. All types of aid.
This chart refers only to those two spigots, and I should th ink they 

would also be in the other fields: Intern ation al organizations and per­
haps other types of aid that we might have ?

Mr. Tennant. I believe some of them are.
Mr. Passman. If  you prefer, however, just  give us the economic and 

the military.
(The information follows:)



Es
tim

at
ed

 t
in

ex
pe

nd
ed

 b
al

an
ce

s 
as

 a
t 

Ju
ne

 S
O,

 
10

62
—

A
ID

 a
nd

 o
th

er
 s

el
ec

te
d 

pr
og

ra
m

s 
fo

r 
co

un
tr

ie
s 

at
te

nd
in

g 
th

e 
Be

lg
ra

de
 C

on
fe

re
nc

e, 
Se

pt
em

be
r 

19
61

 
[I

n 
m

ill
io

ns
 o

f d
ol

la
rs

]

Fo
re

ig
n 

A
ss

is
ta

nc
e 

A
ct

Pu
bl

ic
 L

aw
 4

80
Ex

po
rt-

Im
po

rt
B

an
k

(lo
ng

-te
rm

lo
an

s)

IB
R

D
ID

A
To

ta
l

Ec
on

om
ic

pr
og

ra
m

s
M

il
ita

ry
pr

og
ra

m
s

To
ta

l
Ti

tl
e 

11
Ti

tl
e 

II
»

Ti
tl

e 
IV

»

D
el

eg
at

io
ns

:
A 

fg
ha

ni
st

an
A

lg
er

ia
B

ur
m

a 
__

__
__

__
__

C
am

bo
di

a 
__

__
_

__
__

__
__

_
C

ey
lo

n 
__

__
__

__
C

ub
a

C
yp

ru
s

Et
hi

op
ia

G
ha

na
G

ui
ne

a
In

di
a

In
do

ne
si

a
Ir

aq
 

__
__

 
__

__
Le

ba
no

n 
__

__
__

__
M

al
i

M
or

oc
co

N
ep

al
S

au
di

 
A

ra
bi

a
So

m
al

i 
R

ep
ub

lic
Su

da
n

Tu
ni

si
a

U
ni

te
d 

A
ra

b 
R

ep
ub

li
c 

(E
gy

pt
)

V
em

en
Y

ug
os

la
vi

a
Su

bt
ot

al
...

..
...

...
...

...
...

...
...

..
...

...
...

...
...

...
...

...
...

...
...

...

O
bs

er
ve

rs
:

B
ol

iv
ia

__

1,
30

6.1
80

.3
1,

38
5.4

69
3.8

40
.2

16
.5

26
1.6

34
4.3

12
7.

4
2,

86
9. 

2

Ec
ua

do
r

To
ta

l_
__

__
__

_
__

__
__

__
__

__
__

__
__

__
__

__
__

1,
36

0.
2

83
.9

1,
44

4.1
69

5.2
40

.5
16

.5
26

1.9
35

0.
1

12
7.4

2,
93

5.
7

■ M
ar

ke
t 

va
lu

e 
of

 c
om

m
od

iti
es

 (
ex

cl
ud

in
g 

oc
ea

n 
tra

ns
po

rt
at

io
n)

 p
ro

gr
am

ed
 a

nd
 n

ot
 

sh
ip

pe
d.

2 C
om

m
od

iti
es

 u
nd

er
 t

ra
ns

fe
r 

au
th

or
iz

at
io

ns
 

(e
xc

lu
di

ng
 o

ce
an

 t
ra

ns
po

rt
at

io
n)

 n
ot

 
sh

ip
pe

d.



472

SC REE NIN G OF ST UD EN TS  FR OM  IRA Q

Mr. F ori). Do we have any way of checking these Iraq students who come to the United  States ? Do we screen them in any way ?Mr. Gaud. Yes.
Mr. Ford. Wh at criteria do we use ?
Mr. Gaud. Do you know, Mr. Birnberg? I do not know the an­swer to that question.
Mr. B irnberg. The criteria  is best described as twofold: (1) Pres­ent position and academic and technical t rain ing  of the person, exclu­

sive of his likely future  position and second, his likely future.  Tha t is to say whether he would re turn  to a position tha t would ultima tely be of greater  importance.
Mr. Ford. Would you have any idea what percentage we reject of those who apply ?
Mr. Birnberg. I cannot be precise on that, Mr. Ford . I have been given to understand that  numbers have been rejected, pa rticu larly  for academic reasons. I don’t know much about the judgment factor. (2) I want to say because of the nature of our re lationship with the 

Government of Iraq , we do not deal with certain ministries which are controlled by antagonistic people, so we sta rt with people who sort of know what type criteria we use. I could not be more precise.
Mr. F ord. Have we any record of how well or badly they do when they come to this country ?
Mr. Birnberg. We have records of how they do in this country. I cannot te ll you now, but it can be provided—you mean academically ?Mr. F ord. Academically.
Mr. Birnberg. We could provide it.
Mr. F ord. If  i t is not too big an effort I think  i t might be helpful.That  is all, Mr. Chairman.
(The requested information follow’s:)
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P rogress Made By I raqi Partic ipants in  United States
Eva luation  report s covering those particip ants who return ed to Ira q in the last 6 months follow :

AG RI CU LT UR E AN D NA TU RA L RE SO UR CES

Tra inin g facility Course Evaluatio n

Texas A. A M ....................  . .............. Hor ticulture  . Received M.S. degree. 
Satisfac tory.

Do.
No grades recorded. Wrote  

term pap er and passed .
Satisfactory.
B-plus average.
Satisfac tory.

Do.

Grades not recorded. Re­
ceived B average.

Satisfactory.
Do.

Do.

University  of Arkansas and University  of Florida.
Oklahoma State Un iversit y........ ................ .

Plan t disease contro l___
Soil conservationAmerican U nivers ity______________ Genera l adminis tra tion__
Social welfare, cooperative 

societies.
Tree  pl ant a nd n ur se ri es ... . 
Plan t breeding, fieldwork

and  inservice training. 
Design and analys is of agri­

cul tural experiments. 
Irr igati on ................

New Mexico Sta te Un ive rsi ty.....................
University of G eorgia. . ............................Utah Sta te U ni ve rs ity. .... .......................
Virgin ia Polytechnic In st itut e________  .
Utah Sta te U ni ver si ty ._______ _________
University of M ary lan d................... . Agriculture extens ion ..Ohio St ate  U niv ers ity____ _____________ Grain and cotton marke t­

ing, fieldwork, and  in- 
service t rain ing.

Agricultural  creditTra vel , observ ation , and Ohio Sta te_______

IN DUST RY

National  Ac adem y of Sc ienc e..___ _______ Science research ___ Excellent.
Poor language abil ity,  com­

prehension extremely lim ­
ited, poor grades, difficult 
personality , t rain ing te rmi­
nated premature ly.

B average.

Bureau of Apprenticesh ip and  Training , Depar tment  of Labor , T emple Univers ity, Phi lade lphia, Pa.

Observation and  prac tical tra ining with  selected academic  stu dy  at  Universit y of Washington, University of Minnesota , and Dunwiddie Ins titute.

Cost accounting__________

Civil engineer_______ ____

TR AN SP OR TA TI ON

U.S. Wea ther Bureau................ . ............. ...... Meteorology Excellent.
Do.

Except ional work in on job 
train ing.

Do.
B.S. degree.
M.A. degree.

Do.
Do.

U.S. Weather B ure au________________  . ___doFede ral Aviation Academy, Oklahoma Ci ty, and  onjob tra inin g at  airp ort facilities in Houston,  Tex.
Fede ral Aviation Academy, Oklahoma Cit y. University of New H ampsh ire__

Radio co mmunications....... .

___ do .....................................
Mechanical engineering____Public adm inis trat ionUniversity of Ind iana ___________

University of No rth Caro lina______ Library  services..Un iversity of O klah om a.. ............... Civil  engineering

PU BL IC  AD M IN IS TR AT IO N

Unive rsi ty of P itt sburgh ........ .......... Admin istrative manage­
men t.

Financial pl anning

Att ained certificate of course 
completion  in  spi te of poor 
attendance .

Attained certificate of course 
completion.  Good student.

Poor  classroom attendance ; 
limited  acquisi tion  of skills.

Terminat ed after  3 ^  mo nths 
upon own request.

American Unive rsity , D .C .. ..
Do. ........................................ Adm inis trat ive  p ra ct ic es .. ..

Gove rnment administration.Obse rvation San Mateo a nd Yolo Counties, Calif.
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HOU SIN G

Training facili ty Course Eva luation

Hous ing const ruction........- - Above average.
Do ___ do__________________ Do.
Do............................................................... Housing const ruction and 

maintenance .
Do.

Southern Police Ins titu te and on-the-job 
train ing with Pennsylvania  RR ., Chesa­
peake & Onio RR ., and Southern Pacific

Railroad security.................. At tained  completion  certifi­
cate at  inst itu te. Qood in 
on-job training .

RR.
On-job training  in police departm ents , oil 

fields and  oil companies in Texas, New 
Mexico, California, Michigan, and Louisi­
ana.

Oil field security and plant 
protection.

Satisfac tory.

On-job training  in police depa rtme nts, in 
Salt Lake City  and San Francisco.

Police admin istra tion ........ . . Do.

Audiovisual train ing at  Indiana University; 
observation of various city police depart­
ments; and all type s of security problems 
in local communities.

....... do..................................... Do.

Nor thwestern Traffic Ins titu te and on-job 
train ing,  city  police departments.

Traffic control....... . .............. Do.

Mr. P assman. Mr. Rhodes  ?
Mr.  R hodes. Mr. Chairma n, I  wa nt to  surpr ise  everybody. I have 

no ques tions .
I srael

Mr. P assman. There  is no gr an t aid  requ ested fo r Isr ae l for fiscal 
year 1963?

Mr.  G aud. Tha t i s true.
Mr. P assman. I t could  be th at  Isr ae l wou ld be cons idered fo r a 

develop men t cre dit—as you  wou ld say, develop ment loan?
Mr. Gaud. Yes, sir.
Mr. P assman. I th in k th at  I sra el  h as made g reat  p rogress.  I  com­

men d those peop le and  the effo rt they are  ma kin g to develop thei r 
nat ion . I have  inves ted in Isr ae li bonds, and I do not th ink I ever 
owned b ett er securities.

Mr. Rooney?

AID FR OM  IS RA EL  TO OTH ER  CO UNT RI ES

Mr. Rooney. You might  fo r t he record  te ll us, if  you  know, t he  ex­
tent  to which Israel has  engaged in giv ing  aid  to underde velope d 
cou ntr ies  in Af ric a and elsewhere. Do you have any  inf orma tio n in 
th is reg ard ?

Mr. Gaud. I  haven’t a ny  do lla r figures on it, Mr. Rooney. I know 
the y have been active in giv ing  tech nica l assis tance in pa rti cu lar. 
She  has also done some of  thi s in Nep al and  various othe r places . She 
has  likewise tra ined  a grea t man y people in Isr ae l—p ar tic ipan ts as 
we call  them. I have no  do lla r figures on it.

Mr. Rooney. An d Is rael  is qu ite well tho ught of  in the  countr ies  of 
Afr ica gen erall y spe aking,  is  she no t?

Mr. Gaud. I th ink t hat is tr ue  except for those cou ntr ies  w hich lean  
towa rd w hat  we m igh t cal l th e E as t Arab Sta tes .

Mr. Rooney. Would the fac t th at  the  cost of he r aid  to cou ntr ies  
in Af ric a is fa r less than  ours have an ything  to do wi th he r success 
in t his  re ga rd  ?

Mr. Gaud. W ith  h er  success?
Mr. Rooney. Yes.
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Mr. Gaud. I do not know sir.
Mr. Rooney. I have an idea that  that  may be the answer. They send experts to countries in Africa  and teach the natives about seeds and soil at small cost, make real friends for themselves in teaching  the people in these African  countries something which redounds to their  benefit.
Mr. Gaud. If  I  may say so, a lot of this program is similar to what is done by our Peace Corps.
Mr. Rooney. Of course they were doing it before the Peace Corps came into existence, if my memory serves me right.
Mr. Gaud. Tha t is so, sir.
Mr. Rooney. The fac t tha t we are the wealthiest Nation in the world enters into this  picture, too. As the result, we have enemies whereas Israel  being a small nation  would not have them to the extent that  we do.
Mr. Gaud. Tha t is right.
Mr. Rooney. Mr. Chairman, I have also subscribed to those bonds.

u.s. tublic debt

Mr. Passman. As an after thought, I find tha t a lot of people no longer think of America as the most prosperous nation  in the world, when they look around and see a lot of other  na tions balancing their  budgets and creat ing surpluses and buying gold—while, a t the same time, we have borrowed money to run a lot of our programs both domestic and foreign, and when they discover tha t we owe a public debt, tha t exceeds by $23 billion all the public debts of all the other nations  of the world.
I recognize what has been done insofar as teaching certain tech­niques is concerned, perhaps in many different fields; but  as the Peace Corps goes, 66 percent of them are actually teaching in grammar schools, so they are j ust about a schoolteachino; outfit. We have been given t ha t information previously, and a t a subsequent date they said the figure was down to 50 percent of the total as teachers.

GOLD RESERVES IN  ISRAEL

Mr. Natciier. I notice the gold reserve in Israe l for 1961 is esti­mated to be $368 million. Can you tell me if the currency in this country is backed by the gold reserve on hand ?
Mr. Gaud. Do you mean fully backed ?
Mr. Natcher. Yes.
Mr. Gaud. I don’t know what the legal requirement is in  Israel. Mr. Natcher.
Mr. Natcher. Would you say i t was gold and fore ign reserve?Mr. Gaud. Yes. The figure shown here is gold, plus foreign ex­change reserves.
Mr. Natcher. Tha t is all, Mr. Chairman.

TOTAL AID TO ISRA EL

Mr. F ord. According to the fiscal year 1962 justificat ion books which are before me i t shows th at in fiscal year 1960 for Israe l we carried on a program of $7.5 million for defense support  and special
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assistance, $1.4 million for technical cooperation and $15 million for 
development loans, for  a total of $23.9 mill ion; is that correct ?

Mr. Gaud. That is true, sir.
Mr. Ford. The same justification book shows for fiscal year 1961 

that  for defense support and special assistance the United States  con­
tributed to Israel $7.5 million; technical cooperation, $1 million; 
$16 million for development loans; for a total of $24.5 million.

The fiscal year 1963 justification book shows the fiscal year 1961 
program as a total of $24.5 million. The same overall total.  It  is 
made up as follow s:

For  support ing assistance, $7.5 million; for development grants, $1 
million. Is th at correct ?

Mr. Gaud. Yes, sir.
DEVE LOPMENT GRANT S FOR FI SC AL  YE AR  196 2

Mr. F ord. Returning now to the fiscal year 1962 justification book 
it shows a proposed assistance program for Israe l for fiscal year 1962 
of $500,000 for development grants, again with the qualification of 
continuing activities.

The program you. executed for fiscal year 1962 according to the 
justification books fo r fiscal year 1963 indicates $400,000 for develop­
ment gran ts—that is a $100,000 reduction—below the  program which 
was submitted to us last year.

DEVELOPMENT LO AN S FOR FISC AL  YEAR 1 9 6 2

It  also shows a $10 million development loan program for fiscal 
year 1962. You apparent ly at the time this book for fiscal year 1963 
was prepared had at least programed a reduction of $100,000 in the 
development gran t program. What was actually executed?

Mr. Gaud. In fiscal year 1962 ?
Mr. Ford. Yes, sir.
Mr. Gaud. $390,000.
Mr. P assman. Did the development loan program reach the figure 

of $10 million?
Mr. Gaud. It  reached it and passed it. The development loans in 

fiscal year 1962 for Israel tota l $45 million.
Mr. F ord. And those funds  were found from what source?
Mr. Gaud. The a ppropriat ion for development loans and not from 

the contingency fund, if tha t is what you are after , Mr. Ford.
Mr. Ford. I was only interested in the source.
Mr. Gaud. Yes.
Mr. Ford. You guessed wrong on the question-----
Mr. Gaud. I have heard that  question so many times I thought it 

was coming again.
FOOD FOR PEACE PROGRAM

Mr. F ord. Turning  back again to the fiscal year 1962 justification 
books in a footnote I find the following:

In  addit ion  to the fu nd s req uested a food fo r peace pro gra m of $30 million 
is c ont empla ted  fo r fiscal y ea r 1962.

Did that  materialize ?
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PU BL IC LA W 4 8 0  PROGRAM FOB FI SC AL  YEAR 1 9 6 2

Mr. Gaud. Yes, it did. The Public Law 480 program for Israel in 
fiscal year 1962 was $24,750,000 under title  I ; $1.6 million under  ti tle 
II I.  Tha t is a  total of just  over $26 million. It  is not the full  $30 
million.

Mr. Ford. I s t ha t the way you fund  all of the  food-for-peace pro­
grams, by Public Law 480 ?

Mr. Gaud. Yes.

ESTIM ATED DEVELOPMENT LOANS FOR FIS CAL YEAR 1963

Mr. F ord. Now, fo r fiscal yea r 1963 I see in  the justification books 
you have no supporting  assistance, no development grants. You sim­
ply have a development loan estimate.

Air. Gaud. Tha t is true.
Mr. F ord. Ranging from $--------to $-------- .
Mr. Gaud. Yes.
Mr. Ford. What are those for ?
Air. Gaud. Do you mean what specifically ?
Mr. Ford. Yes.
Air. Gaud. AVe have taken no action on project applications at the 

present time AVe have discussed several projects with them. The 
chances are in fiscal year 1963, as in fiscal year 1962, most of the 
development loan money to Israel  will go for what we call program 
loans. The impor tation  of equipment, machinery, commodities, and 
the like from a specified l ist from the United  States. Specified lists 
of types of commodities, equipment, and machinery.

Air. Ford. As of now you have no specific application on hand ?
Mr. Gaud. AVe have one or two in hand. AVe haven’t any approved. 

AVe have some we are studying.
Mr. F ord. I thought you said a minute ago you had been discussing 

loan applications but you did n’t have any on hand.
Mr. Gaud. To make it quite clear if I did say tha t we haven’t got 

any that we have approved. AVe have some that we are studying. AATe 
haven’t got any tha t I  can say definitely we are going to approve. 

DEV ELOPM ENT  LOANS FOR FIS CA L YEAR 1962

Mr. Ford. What were the programs and development loans for in 
fiscal year 1962? You intimated they covered cer tain items. Could 
you be more definitive ?

Mr. Gaud. The $45 million loans in fiscal year 1962 were all pro­
gram loans. Would you like the list of things they covered?

Air. F ord. I would like at least a good sample of the list.
Mr. Gaud. Do you have a 1 ist there, Air. Tenna nt ?
Mr. Tennant. I believe I have one.
Air. Gaud. These are items usable in the public and the priva te sector 

and are used by all sorts of industrial  establishments.
I am afraid  I haven’t got the list here.
Air. Tennant. I haven’t a list of the three loans without  the 

specifics-----
Mr. Gaud. It  is easy enough to supply tha t if you would like to 

have it.
87948—62— pt. 3----- 31
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Mr. F ord. I think it would be well to have an example or examples 
for the record.

Mr. Gaud. All right,  sir.
(The information supplied fo llows:)

Commodities To Be Purchased Under the  Fiscal Year 1962 Development 
Loan Agreements With I srael ($45 Million)

1. Equipment, machinery and engineering  services  for  chemical, plast ics, and 
pha rma ceutica l indus tries.

2. (a)  Automot ive and rai lroad vehicles, equipment, and component parts .
< 6 > Tractor s, agr icu ltural  machine ry, equipment, and  component par ts.
3. Iron and steel mill products.
4. Heavy cons truct ion machinery.
5. Elec trical equipment and  components.
6. Nonferrous metals.
7. Materia ls handling machinery  and equipment.
X. Metal manufac tures .
9. Mining and basic chemical machinery, equipment, and  engineering services.
10. Computers and o ther  office equipment.
Mr. Ford. T believe tha t is all.

TOTAL UNLIQUIDATED OBLIGATIONS

Mr. Passman. What amount do you have to the account of Israel 
unliquidated, all spigots?

Mr. Tennant. Our initial estimate was $19,140,000. However, 
since the program went up higher in 1962 I would estimate unex­
pended would be approximately $54,140,000.

Mr. P assman. To the credit as of Jun e 1962 ?
Mr. T ennant. Yes.
Mr. F ord. What was th at figure? I did not hear it.
Mr. Tennant. Well, initially we had estimated $19,140,000 and that  

was on a basis of a program of about $10.5 million.
This  program moved up to $45 million. I  don’t know the exact 

date the loans were signed-----
Mr. P assman. The unliquidated sum would be $54,140,000?
Mr. T ennant. Yes-----
Mr. P assman. It looks like you had so much money last year that 

you just had to go back and revise programs upward all over the 
world. It  is not a new area. There have been a  few tha t have gone 
down a little  bit. Almost every time you open this up you run into a 
new field, however.

Our aid to Israel through fiscal year 1961 unde r mutual security 
amounted to $793.3 million; is tha t correct?

Mr. Tennant. That is correct, sir.
Mr. P assman. Are you making those 40-year development credits?
Mr. Tennant. No, sir ; they are not.

TYPES OF LOANS

Mr. P assman. I)o you have a list of the different types of  loans that 
you could insert in the record?

Mr. Gaud. The loans to Israe l in fiscal year 1962 were for  a period 
of 20 years, with three -quarters of 1 percent service charge and a grace 
period of 5 years.
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Mr. P assman. How many years?
Mr. Gaud. Twenty years.
Mr. P assman. Then it is on the same patte rn:  No interest and a 5- 

year grace period, and you get the normal three-quarters of 1 percent 
service charge ?

Mr. Gaud. And a 20-year term.
Mr. Passman. It  is the same thin g other than  you have jus t cut 

down-----
Mr. Gaud. It  is the same thin g except i t is 20 years rath er th an 40 

years and it is 5 years ra ther than  10 years.
Mr. Passman. The no interest provision still prevails?
Mr. Gaud. Yes, sir.

AID TO I SRA EL FRO M OTHER SOURCES

If  I  may make a comment, in the last few years in considering the 
program to Israel , the Exp ort -Impor t Bank has been considered and 
has been used in some years  as an active  source of aid for Israel.

Mr. Passman. Have they used IDA  ?
Mr. Gaud. IDA  lent $2 million to Israel in 1962. But  what I was 

about to say was tha t in 1960—Mr. Ford was contrasting 1961 to 1962. 
In  1961 the amount of development loans was only $16 million, but 
Israel  got $35 million in  loans from the Export-Import Bank, making 
a total of $51 million.

Now, in 1962 our loans—that is AID loans—went up to $45 million. 
The Exp ort- Imp ort Bank  lent I srael only $10.8 million, so if you put 
these two togethe r there isn’t the dramatic change indicated by 
omitting the Expo rt-Import  spigot.

Mr. Passman. The Exp ort -Im por t Bank has a standard rate  of 
interest, does i t no t ?

Mr. Guad. I believe they do. It  is a harde r rate  than  ours.
Mr. Passman. If  you take it away from th e Exp ort- Imp ort Bank 

and move i t over to  the development c redi t system, with no interest, 
it makes a little different sto ry anyway, does it not ?

Mr. Gaud. Yes ; but it isn’t a question really , as I am sure you know, 
sir, of ta king  things away f rom the Exp ort -Im port Bank. We have 
to refe r to the  Exp ort -Im por t Bank every loan application  we receive 
before we get to act on it.

If  the Israe li come in with applicat ions which the Export- Import 
Bank is wil ling to take, tha t is one thing.  I f  they come in with ap­
plications they won’t take and refe r to  us, we take  them and tha t is 
anoth er thing.

Mr. P assman. But, did the Ex por t-Im por t Bank  reduce the amount 
of the loan it had previously approved for Is rael  ?

Mr. Gaud. No, sir . They jus t lent less in 1962 than they did in 
1961.

Mr. P assman. And we picked it up under mutual security  ?
Mr. Gaud. In effect tha t is what happened.

TOTAL AID FOR ISR AEL, FROM  ALL  SPIGOTS

Mr. Rhodes. Mr. Chairman, because of the appearance at least of 
rather  drastic changes in the spigots we are using in Israel I am
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wondering i f i t could be possible Mr. Gaud could furnish a tab le for 
say the las t 5 years setting  fo rth the type of aid we have given I srael 
in all of the spigot categories. Can you do tha t ?

Mr. Gaud. We would be glad to do it.
Mr. Rhodes. I would like to have that by year and by category, 

not forgetting  Public  Law 480 and all the other spigots.
(The information supplied follows:)

U .S . aid  to Isr ae l, fis ca l yea r 1957 to fiscal yea r 1962
[In  m illions  of do llars]

Fiscal
ye ar

Te chnic al
coo per ation

Spec ial
ass istance

Pu bl ic  L aw  
480, tit le  I Pu bl ic  

La w 480, 
tit le  II I,  
pro gram / 
sh ipm en ts

Ex im ba nk
loans

De ve lopm ent
loans

G ra nd  to ta l

Pr o­
gram

Ex­
p e n d ­
itu re

Pr o­
gram

Ex ­
pend­
itu re

Sales
agree­
men ts

Sh ip­
men ts

Au ­
th or ­
ized

Dis­
bu rsed

Au ­
th or ­
ized

Dis­
bu rs ed

Pr o­
gra m

Ex­
p end­
itu re

i 8 1 3 25 0 22.3 10.5 19.4 2.3 39.6 45.3
1958.......... 1.5 1.2 7.5 26.1 41.0 29.9 2.3 24.2 1.0 15.0 1.5 91.5 62.0
1959.......... 1.7 1.5 7.5 8.3 38.3 29.1 1.7 3.0 12.5 10.0 10.8 62.2 63.9
I960_____ 1.4 1.4 7.5 8.6 37.6 27.8 .5 .5 13.7 15.0 3.7 62.5 55.7
1961.......... 1.0 1.2 7.5 7.6 25.9 19.5 1.0 35.4 8.0 16.0 11.8 86.8 49.1
1962.......... .4 .9 27.5 27.2 1.6 10.8 15.0 45.0 19.7 85.3 64.3

J ordan

Mr. P assman. In  fiscal year 1962 you had a program of $43.8 mil­
lion out of the mutual security spigot  for Jordan. Did tha t figure 
hold firm ?

Mr. Gaud. Yes, it did.
Mr. P assman. You have a planned program for fiscal year 1963 of 

$ --------?
Mr. Gaud. Yes, Mr. Chairman.
Mr. Passman. What amount do you have in the cumulative spigot 

category for Jo rdan , unliquidated  ?
Mr. Tennant. $11,063,000.
Mr. Passman. How much of the proposed fiscal year 1963 program 

is for budgetary  support  ?
Mr. Gaud. $ --------.
Mr. P assman. H ow firm is your estimate of th e -------- for Eas t

Ghor  irrigation project, T-679?
Mr. Gaud. I have no reason to doubt tha t tha t figure is firm, Mr. 

Chairman.
C E N T R A L  M OTO R  PO OL P R O JE C T

Mr. Passman. Are you establishing a central motor pool under the 
technical support  project ?

Mr. Gaud. I believe it was establ islied some time ago.
Mr. P assman. What are they going to do with a central motor pool ?
Mr. Gaud. I t is to cover all mission operations for the projects all 

over Jordan . You can get around Jordan  only by automobile, as 
there  are no railroads.

Mr. P assman. H ow many vehicles will be involved ?
Mr. Gaud. I  haven’t got  th at information with  me. I  will be glad 

to supply it.
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(The info rmation follows:)
Motor P ool

The central  motor pool at  USAID/Jordan headquarters consists of 18 U.S.- 
titled  vehicles and 8 non-U.S.-owned autos which have been made available by 
the host government for  the use of American chiefs of technical staffs. Of the 
18 vehicles owned by AID, 15 were purchased with program funds and the 
remaining 3 were procured with funds made available from administrat ive 
appropriations. Operation and maintenance costs for  the 15 U.S.-owned and 8 
host-government-owned vehicles are  funded under the technical support project.

Mr. P assman. I t is a small country in  land area, is it not?
Mr. Gaud. Local vehicles are hard to come by and are expensive. I 

think, sir, it would be less expensive to do this than to give a ll of our 
technicians separate automobiles. They have to get around. These 
projects are scattered all over the country.

Mr. Passman. I hope you did not think tha t I had suggested you 
give them separate automobiles.

In  some countries we found  where they had 2 rifles per  soldier.
Our main aid f or Jorda n is budgetary support,  is it not?
Mr. Gaud. I t is, indeed.

TOTA L AID TO JORDAN

Mr. Passman. Wh at has been the total  of our aid to Jor dan  since 
the inception o f the program ?

Mr. Tennant. Includin g 1962 mili tary  and economic, $351 
million.

Mr. Passman. That is the  total for the mutual security spigots ?
Mr. Tennant. Yes, mi litary and economic. Excuse me. That in­

cludes some Public Law 480.
Mr. P assman. I s tha t the total from all spigots until you ge t into 

the internationa l organizations ?
Mr. T ennant. Yes.
Mi*. Passman. Do they get any thing  out of IDA ?
Mr. Gaud. No ,sir ; I  will check.
Mr. P assman. Wliat  is the population of the country ?
Mr. Gaud. The population  in 1961 was 1.7 million.

IDA LOA NS TO JOR DAN

Mr. Passman. I asked if Jor dan  had received any loans from the 
Internat iona l Development Association, and you are doing some re­
search over them. Have you anything to  indicate whether they have 
or not ?

Mr. Gaud. Yes, Mr. Chairman. It  appears  they got a loan of $2 
million in December 1961 from IDA .

Mr. P assman. Thank you.
Mr. Fo rd?

BUDGETARY SUPPO RT TO JORDAN

Mr. F ord. A lot of the tota l of $340 million or $350 million we have 
made available to Jordan —what percentage of tha t would be budg­
etary support?
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Mr. Gaud. Were your figures, Mr. Tennant , through  1962?
Mr. Tennant. T hat  includes 1962.
Mr. Gaud. A tota l of $237 million would have been budget support.
Mr. F ord. About two-thirds ?
Mr. Gaud. Tha t is about right .
Mr. F ord. Is this about the level budgetary support we think will 

be necessary to keep this  na tion afloat in the years ahead ?
Mr. Gaud. We hope it will go down.
Mr. Ford. Is there any evidence that  it will take place?
Mr. Gaud. Yes, sir.
Mr. Ford. What is the evidence ?
Mr. Gaud. The evidence is in 1960 it was $47 million. In 1961 it 

was $40 million. In 1962 it was $37 million.
Now, granted that these annual reductions are not large, but it is 

a trend  we hope will continue. We cannot be sure but we feel some 
progress is being made in the development o f Jo rdan and th at as time 
goes on she will be able to provide more of the revenue she needs to 
maintain  her budgetary expenditures.

I think I  mentioned the other day—perhaps you weren't here—tha t 
we are counting a good deal on the E ast  Ghor project when it is com­
pleted, which is in 1963. Tha t will be a place—I have heard it com­
pared to the Imperial Valley in Californ ia. I have never been to the 
Imper ial Valley in California. It is a place where ci trus frui ts and 
Strawberries—fair ly high-pr iced crops which can lie exported to 
neighboring countries will grow. This is an example of several things 
going on in Jordan.

They are try ing  to increase thei r tourist trade  and they  are making 
some progress on that.  We hope this figure will go down.

Mr. F ord. From the description I heard a few minutes ago, it is a 
little hard to visualize any increase in the tour ist traffic.

Mr. G aud. Jerusalem is in Jordan. A great many of the Biblical 
sights are in Jordan  and the touri st trade in Jordan  is increasing. 
There are some who feel that  if better tourist facilities  were made 
available they would increase still further. There are one or two 
hotels being built, in Jordan, for example, good ones, and there are 
hopes in this direction.

EA ST  GI IO R IR RI GATI ON PR O JE CT

Mr. F ord. How much is invested in the Eas t Ghor project?
Mr. Gaud. Our total investment to  date  is roughly $9,083,000. We 

are estimating—we propose to obligate during fiscal year 1963 another
$--------and then there is an additional $---- ——, so the total figure is
$---------.

Mr. Ford. That will complete the project ?
Mr. Gaud. Yes, sir.
Mr. Ford. When will it be operational?
Mr. Gaud. Fiscal year 1964. It  is up to date at the moment.
Mr. Ford. That is all. Mr. Chairman.
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PU BL IC LAW  480  PROGRAM IN  JORDAN

Mr. P assman. Have you had a Public Law 480 program in Jord an?  
Mr. Gaud. We have had an extremely small one.
Mr. Passman. It  is an extremely small country, is it not?
Mr. Gaud. It  is indeed.
Mr. Passman. Would you tell us how much, Mr. Comptroller, with 

reference to the cumulative Public Law 480 program ?
Mr. T ennant. Through fiscal year 1961, title II , $35.5 million. 
Title  I I I  is $12.3 million, which br ings the total to $47.8 million. 
Mr. Passman. Jordan  has had Public  Law 480 aid through fiscal 

year 1961 of $48 million ?
Mr. Tennant. Yes, sir.
Mr. P assman. They are very large importers of food, are they not? 
Mr. Gaud. Yes, they import on the average from $30 to $35 million 

per year.
Mr. P assman. Wh at is the amount of Public Law 480 funds sched­

uled for fiscal year  1963 ?
Mr. T ennant. I have a projected figure of $2.2 million.
Mr. Gaud. What  tit le is th at, please, Mr. Tennant ?
Mr. T ennant. Und er title  I and titl e IV. I do not have any in­

formation for t itle  I I since that  it is an emergency type program.
Mr. Passman. All these titles  you are talk ing about have to do 

with food?
Mr. Tennant. Yes, sir.
Mr. Passman. It  is food and fiber?
Mr. Tennant. That is correct, sir.
Mr. P assman. They are still going to be large importers of food, 

are they not?
Mr. Gaud. They will be for some time, Mr. Chairman.
Mr. Passman. You would expect, wi th this  kind of aid, that they 

would buy as much as possible in the United States.
Mr. Gaud. They cer tainly have to import much of this food, yes. 
Mr. Passman. Would it follow that  you may have an increased 

Public  Law 480 program for them in fiscal year 1963 ?
Mr. Gaud. I thin k that  is unlikely. We would like to have a 

larger program, frankly.
Mr. Ford. Would the  chairman yield there ?
Mr. P assman. Yes.
Mr. F ord. Obviously i t is a deficit area from the point of view of 

agricu lture ?
Mr. Gaud. Yes, it is.

MA RKETS FOR FOOD FROM EAST GHOR  PROJECT

Mr. F ord. I suppose th is is sustaining agriculture  from the point 
of view of the consumer.

I thought the chairman was going to make the point, if tha t is a 
grea t need, why are we in the  Eas t Ghor project going to the pro­
duction of foodstuffs that are certainly of the more expensive type 
rather  than the sustenance type ?

Mr. Gaud. As I  understand it the point is to increase their foreign 
exchange resources and thereby decrease our obligation to support tne 
budget.



484

They have to buy a good deal of food today as they do nearly every­
thing else.

Mr. F ord. I s there a market in th at  a rea of the world for the kind 
of luxury foods you are talking about in the Eas t Ghor area?

Mr. Gaud. Yes. Lebanon, some of the other Arab States, and 
ultimately, afte r better marketing arrangements are made, Europe.

DIVE RSIO N OF BUDGETARY SUPPO RT FU ND S FOR FOOD PURC HA SES FROM 
OTHER NA TIO NS

Mr. P assman. It  would be expected they would purchase more 
food to meet thei r requirements than  the amount we are providing 
under Public Law 480, would it not ?

Mr. Gaud. Do you mean purchase from here ?
Mr. P assman. No.
Mr. Gaud. They do purchase more and they get it wdiere they can 

get it the cheapest.
Since we are supporting the budget anyway, tha t has some ad­

vantage, really .
Mr. Passman. That is the point  I wanted to clear up. We are
giving them dollars for budgetary support. We have billions of 

ollars worth of surplus food. If  they can buy food cheaper else­
where, they take our dollars and buy food elsewhere; is that  it?

Mr. Gaud. Yes, sir. It  is a question of the l arger price differential 
between American wheat and Austra lian wheat landed in Jord an and 
the requirements of our s tatute which make this fac t has made it im­
practical for  us to use title I  Public Law 480 in Jordan.

Mr. P assman. But we have had  a ra ther substantial program going 
on there over the years, have we not ?

Mr. Gaud. Not under title  I. We have had work relief projects 
under title II . And we have provided help under titl e I I I  throu gh 
the priva te voluntary agencies.

Mr. Passman. The ligure you gave earlie r is a correct figure, the 
$40 million-odd?

Mr. Tennant. Yes, for title II  and title I II .
Mr. P assman. That is a strange situation. We are giving tens of

millions of dollars—in fact  $ --------grant aid to  Jordan  in fiscal year
1963, and we have only about a $2.3 million Public Law 480 program
there, yet they are going to have to spend a large amount of the $--------
for  food. This simply means they are going to take appropria ted 
dollars  and buy food from other nations, wherever they can get i t the 
cheapest.

Mr. F ord. Are there  any limitations on the nations from whom they 
can buy that food ?

Mr. Passman. Do you know the nations from which they procure 
the food ?

Mr. Gaud. Yes, sir. They procure wheat pr imarily from Australia.
Mr. Rhodes. I believe it was las t year or the year before tha t the 

gentleman from Massachusetts, Mr. Conte, made an important point 
concerning Arab  relief. At tha t time the testimony was s imilar  to 
yours, tha t if the Arab relief  bought its foodstuffs a round the world 
at whatever p rice was obtainable, it  was because i t was too expensive 
to use U.S. Publ ic Law 480. Late r th at was reversed, as I  understand
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it, and now the Arab relief organization does use the U.S. food. 
While I recognize the cost in dollars, it seems to me with the balance- 
of-payments  situation as it is tha t not only here but wherever else 
this situation occurs you should be addressing yourselves to it and 
changing your procedures. It  is just not right.

Mr. Gaud. This is a problem which concerns us, we are working on 
at the moment, Mr. Rhodes, to tr y to see what might be done about it.

Mr. Rhodes. As the chairman pointed out, they can take those dollar 
credits  and buy foodstuffs and then the people who buy them can buy 
gold with the dollars.

Mr. Gaud. We sent a man out to  Jo rdan within the last few weeks 
to see what might be done to work out  a scheme for  grea ter utilization 
of Public  Law 480 because of this very problem we have been 
discussing.

Mr. Rhodes. To get grea ter utilization you can cut down on the 
dol lar aid which you give.

Mr. Passman. The point  is, we are not competitive and, for tha t 
reason, we cannot let them buy our food ?

Mr. Gaud. We cannot lay it down a t anywhere near a competi tive 
price. This  has been a problem I hope we are  going to be able to  do 
something about. We are  actively working on it at the moment.

Mr. P assman. We hope you will, because this will be p retty much 
worldwide where they take dollars and buy food. That is because 
we are not competitive from a price standpoint ?

Mr. Gaud. That is true in this case, sir.
Mr. P assman. H ow about a fiber, such as cotton? Do they have 

any need for importing  cotton? Do they have any type of mills or 
any way to utilize it ?

Mr. Gaud. I do not have the facts on that. I do not know.
Mr. P assman. We are able to sell cotton now only by subsidizing i t 

about 20 percent to meet the world price, and we are not competitive 
on food.

You take  a country which is not  self -suppor ting, and we give them 
our dollars. We price ourselves out of the world market on food, 
and then they take  our  dollars and buy food from some other country.  
The other country then takes our dollars and buys gold.

Lebanon

You had a fiscal 1962 program of $500,000 for Lebanon ?
Mr. Gaud. Yes, sir. In  fact, we obligated $450,000.
Mr. Passman. You have a planned program of $150,000 in 1963?
Mr. Gaud. Yes; tha t is correct.
Mr. P assman. What amount did you have unliquidated to the 

cred it of Lebanon as of June  30 ?
Mr. Tennant. $4,834,000.
Mr. P assman. Are we in accord that  this country does not need aid ?
Mr. Gaud. We are in accord tha t this country does not need devel­

opment grants. We have held open the  possibility tha t a t some time 
we might make development loans to the country, but we have none 
in prospect a t the present time.

Mr. Passman. I t is quite a wealthy country, as we think of coun­
tries  in tha t region ?
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Mr. Gaud. Yes, sir.
Mr. Passman. I just wondered for what reason we got back in 

Lebanon with an aid program.

COMPLETION OF AERONAUTICAL FACILITIES PROJECT

Mr. Gaud. We have not opened up anything there. We are finish­
ing up a single project, the  aeronautical p roject which includes assem­
bling and instal ling electronic equipment for the Beirut A irport  and 
training people to operate tha t equipment in the airport. This is a 
part of the-----

Mr. Passman. We were out in Lebanon at tha t airp ort  which the 
AID people apparently figured they had stashed off, and they would 
not have some fellow stumble in to a situat ion such as tha t one.

They obligated the funds for  the highway,  and then bui lt the air ­
port. Washington did not know anything  about it, and we so in­
formed them on our return.

Tha t is not a ltogether water under the  bridge because it led to other 
requests.

You had unliquidated to the credit of this project, $800,000?
Mr. Gaud. Tha t is correct.
Mr. P assman. Then you request $125,000 for  fiscal year 1963. Do 

you expect that to complete the projec t ?
Mr. Gaud. Yes, Mr. Chairman.

U.S . TECHNIC IAN S

Mr. Passman. All this is in connection with the airp ort ?
Mr. Gaud. Yes, sir.
Mr. Passman. How many U.S. technicians do you have there ?
Mr. Gaud. The 1963 funds are to cover four technicians.
Mr. P assman. The last time we went out there this  thin g looked 

like it was operating and everybody was happy. They even had 
an air-conditioned wait ing room. What, are they doing there?

Mr. Gaud. I am not talking about building an airport.
Mr. Passman. It  was already built. You had technicians there to 

teach them what skills ?
Mr. Gaud. This is a mat ter of assembling electronic equipment and 

training people to use it. Tha t has to do with the safety  of the air ­
planes.

Mr. P assman. Is this a new project ?
Mr. Gaud. No; this is pa rt of the existing project. All of the 

equipment is not yet in Beruit.
Mr. P assman. This is one of the ai rports where they have kind of a 

“head tax” for getting  in and ou t; do they not ?
Mr. Gaud. I have been there but I do not recall. I t is not unlikely. 

Most of them in that part  of the world do.
Mr. P assman. It  looked to me like one of the most prosperous air ­

port s I have ever visited.
Mr. Gaud. Again, this is not a project for building the airport. My 

guess would be th at more Americans, or as many Americans as any 
other nationality, fly on these airplanes to B erui t and to the F ar  East.  
The purpose of th is equipment basically is to make th at flying safe.
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Mr. P assman. This  is a wealthy littl e country, as we think of them, 
and they have a favorable balance-of-payments position and also as 
fa r as thei r gold is concerned. As it is a very profitable venture, 
I  just wondered why they would not put in these facilit ies them­
selves?

CANC ELLATIO N OF EL  BARED POWERPL ANT LOAN

At one time you approved a loan out  of the Development Loan Fund  
for the El Bared powerplant; did you not?

Mr. Gaud. Th at was approved in February 1960, Mr. Chairman.
Mr. Passman. Th at is going to be, as we th ink of the procedure, 

deobligated; is it not?
Mr. Gaud. Yes, sir.
Mr. Passman. You sta te :
It  is anticipa ted the loan will be canceled soon for technical reasons.
What is hold ing up  the  cancellation ?
Mr. Gaud. I do no t know.
Mr. Passman. If  this  loan had been canceled prio r to the end of 

fiscal 1962, the amount, even though small, would have been available 
and you would have shown a la rger  unobligated balance; would you 
not?

Mr. Gaud. I  think the sentence goes on to sa y:
* * * and tha t the needed financing will be made available to El Bared instead through a subloan from loan No. 99.
This is a loan to the Development Bank.
Mr. Passman. You are talking about the proceeds now, but you 

are not increasing the  loan shown on page 694; are you ?
Mr. Gaud. I  stand corrected. You are quite right . The project  

would have gone fo rward and the $500,000 would not be used f or it.
Mr. P assman. If  they had deobligated it prior to the close of busi­

ness on June 30, 1962, it would have increased the amount on hand 
unobligated by that amount?

Mr. Gaud. Yes, sir.
There is nothing like sticking my neck out, but I do not know 

whether it was or not. This sheet speaks as of last March and for 
all I know, i t may or may not have been canceled by the end of the 
fiscal year.

Mr. P assman. We are in accord tha t these sheets are not too reliable 
to go by. We have learned that already.

Could the C ontrolle r tell us whether or no t it  has been deobligated ?
Mr. Tennant. I  do not have any la ter information.
(The informat ion later supplied follows:)

E l B ared P ow erpla nt  Loan—L ebanon

This loan was terminated by an exchange of letters, July 25-July 31, 1962. The Ste d’Electricite d’El-Bared, Sal, in a lette r to AID dated July 31, 1962, confirmed its agreement on the termination of loan No. 96.

Nepal

Mr. P assman. You had a 1962 program of $3.7 million for  Nepal. 
Did th at  hold firm ?

Mr. Gaud. Yes, sir.
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Mr. Passman. You are requesting $--------in fiscal year  1963?
Mr. Gaud. Tha t is true.
Mr. P assman. What is the amount of the un liquidated funds out o f 

the  mutual security spigot  arrangement ?
Mr. T ennant. $5,806,000
Mr. Passman. We made a request tha t you go in to the  records for 

all of these countries to pick up the amounts under the other  spigots 
and give us a total. Is that the understanding ?

Mr. T ennant. Yes, sir.
Mr. Passman. You are following through  on all of them ?
Mr. Tennant. We will do our best.

U.S.-OWNED  LOCAL CURRENCY

Mr. Passman. In addition to the dollar estimate, how much U.S.- 
owned Indian  rupees did you use in fiscal 1962 ?

Mr. Gaud. We expended $6 million worth in fiscal year 1962.
Mr. P assman. This is a pretty good little  sideline note, gentlemen.
Were they able to purchase with these rupees what they would have 

purchased with dollars, had the rupees not been available?
Mr. Gaud. Yes, sir.
Mr. Passman. In reality, if you pick up the rupees of $6 million 

and add that to the 1962 program, you get $9.7 million ?
Mr. G aud. Tha t is true.
Mr. P assman. Could you give it to us fo r fiscal year 1963 ?
Mr. Gaud. In rupees ?
Mr. P assman. Yes, sir.
Mr. Gaud. It  is approximately  $7 million.
Mr. P assman. Wha t is the unliquidated balance to the credi t of 

Nepal? Is it $5,806,000?
Mr. T ennant. Tha t is correct.
Mr. P assman. What are the unliquidated credits in Indian rupees 

to Nepal ?
Mr. Tennant. I do not have tha t figure with me.
Mr. P assman. Will you find out the amount of Ind ian  rupees you 

have to the credit of Nepal?
Mr. Tennant. Yes, sir.
(The information follows:)

USE OF IND IAN  RUPEES I N  NEPAL

As  of  June  30, 1962, th e  unliqui dat ed  ba lanc e of  In d ia n  ru pee s to  th e c re d it  of  
N ep al  w as  th e eq ui va le nt  of  $5.2 mi llion .

Mr. Passman. We have an adequate supply of Ind ian  rupees, do 
we not ?

Mr. Gaud. We do, fo r use in India.

USE OF IND IAN  RUPEES IN  INDIA

Mr. P assman. As it would apply to Nepal, I suppose the Indian 
rupees serve the same purpose as i f they had been dollars, so far  as 
obtaining their needs?
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Mr. Gaud. We use them as though they were local currency fo r 
support  of the join t United  States-Nepal program. Indian rupees 
circula te in Nepal; they also pay for  imports from India.

Mr. Passman. If  this would serve the same purpose, why would 
we not increase the  India n rupees and decrease the dollars?

Mr. G aud. The Indian rupees cannot be used to buy things o r peo­
ple’s services from the United States. They can only be used to buy im­
ports  from Ind ia or local services needed for the program in Nepal. 
You cannot use them to buy things from the United States or from 
Pakistan  or from any other country.

Mr. Passman. What is India’s main export ?
Mr. Gaud. Her  main export ?
Mr. Passman. Yes.
Mr. Gaud. I am sorry to  say I draw a blank on that.

India’s total exports in  i96i
Mr. P assman. Wh at is the amount of Ind ia’s exports, worldwide?
Mr. Gaud. Total amount ?
Mr. Passman. Yes.
Mr. Gaud. We can give you the figure for the total amount of ex­

ports i f tha t is what you mean.
Mr. Passman. Yes.
Mr. Gaud. I misunderstood the question.
Ind ia’s tota l exports in 1961, calendar year, were $1,395 million.
Mr. P assman. You would not know what categories t ha t included? 

Do they export any food ?
Mr. Gaud. They certainly expo rt tea, if you call tha t food.
I do not know if they export any other food, Mr. Chairman.
We know Ind ia has a very large Public  Law 480 program. We 

have to send her a lot of wheat and the like but whether  there are any 
par ticu lar items of food she exports, I would doubt it  seriously.

Mr. Passman. The rupees you propose to use in 1963 are coming 
down, bu t the dolla r amount is increasing by $900,000?

Mr. Gaud. The question is what you need money for. We can­
not—

TH E LOCAL CU RRENCIE S

Mr. Passman. Do you have any other arrangement such as this in 
your area?

Mr. Gaud. Where we use the currency of one country in another 
country ?

Mr. P assman. Yes, sir.
Mr. Gaud. No, sir.
Mr. Passman. This is the only one ?
Mr. Gaud. Yes, sir.
Mr. Passman. When did you start this program ?
Mr. Gaud. I think i t was in fiscal year 1960.
Mr. P assman. Would it appear t ha t this could spread to other sec­

tions, t ha t we could use the local currency of those countries and re­
duce the number of dollars ?

Mr. Gaud. We would like that and i f we could get a sort of common 
market arrangement in some of these countries, then we could do
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that. We do not believe th at Indi a will let us use her rupees in any 
other country than Nepal.

Mr. Passman. There is not a great deal of real value to them at 
this time ?

Mr. Gaud. Except to the extent we can use them in India and 
Nepal, that is true, Mr. Chairman.

Mr. Passman. Are there many countries in your region in which 
we have local currencies in excess of our needs ?

Mr. Gaud. We have several.
Mr. Passman. Do you have any program whereby, in  the future, 

you will be able to utilize these local currencies and relieve the  demand 
for dollars ?

Mr. Gaud. No, sir. As I unders tand it, we are unable to do this 
without the  consent of the host country.

Mr. P assman. We are pret ty well tied down on the use o f them?
Mr. Gaud. That is true.

RE FO RM  MEA SU RE S IN  N EPA L

Mr. Passman. I quote:
While promised reforms were not put into effect in the past, we have reason 

to believe tha t the present government views such promises more seriously.
Is this jus t an expression of optimism or do we have anything on 

which to base such a statement ?
Mr. Gaud. Well, the Nepalese Government has recently appointed 

a planning organization. It  has taken steps toward increasing taxes. 
It  is taking steps toward try ing  to improve its collection of taxes. 
It  is taking  steps in the direction which we would like to see it go. 
The progress in Nepal in these directions, I am sure, will be slow. 
It  is a very underdeveloped country.

TERM IN ATED P ROJE CTS

Mr. P assman. You have terminated 18 projec ts in Nepal, I  believe?
Mr. Gaud. I would like to check tha t figure.
Mr. P assman. Go to page 236 and you will find it.
Mr. Gaud. I see the statement there. Some of those projects were 

termina ted in 1961 and others are still to be terminated.
Mr. P assman. I am going by what is in the book here.
Mr. Gaud. Tha t is not tied down by date.
Mr. Passman. It  says th at you are in the process of terminating 

23 projects, 5 of which have reached thei r planned goal. I suppose 
the planned goals for those five would cover a wide range. Could you 
tell us about the 18 you discontinued?

Mr. Gaud. Do you have a li st of those?
Mr. Passman. Without thei r reaching the ir planned goals.
Mr. Gaud. We do not have the complete list.
(Addit ional information follows:)

T erm in atin g  P roje cts — N ep al

The 23 terminating projects referred to on page 23G of the congressional pres­
entation actually refer to 6 complete projects, and 17 portions of projects, which 
were phased out during fiscal year 1962, or are to he phased out in fiscal year
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1963. During fiscal year 1962 the United States  AID-Nepal reevaluated its total 
program, cutback the number of activities, and concentrated the remaining ac­
tivities or projects under selected prior ity goals and sectors. The fiscal year 
1961-62 ongoing projects were regrouped and split as required to fall within 
these newly established priori ty goals. Some of the activit ies were considered 
to be outside of the established goa ls; others  were considered to be useful but 
margin al; and still others  were regarded as adequately covered by assistance 
available to Nepal from other free world sources.

The six complete projects referred to above are: Telecommunications, rope­
way, Bir Hospital, village development, communications media, and water  sup­
ply, all of which will be te rminated in fiscal y ear 1963, except for Bir Hospital 
which was terminated in fiscal year 1962. The remaining which are activities 
or part s of former complete projects which no longer meet AID objectives in 
Nepal, ar e: Crop improve ment; livestock improvement; poultry improvement; 
fisheries development; plan t protection; soil survey, laboratory and field feasi­
bility investiga tion; agricultu ral development cente r; resettlement plowing, 
Rapti Valley; m ineral resources development; tourism ; basic survey; technical 
ins tit ute; library development; assistance to public health  services; post office 
development; construction of public buildings and local self-government, all of 
which will be term inated both in funding and operations  in fiscal year  1963, ex­
cept for crop improvement and livestock improvement which were terminated in 
fiscal year 1962.

INCREASE IN  DEVELOPMENT PROGRAM

Mr. P assman. You a re te rminating  23 projects, and you say 5 have 
reached their  planned goals. Then you say:

The personnel whose services a re no longer required in the redirected program 
are in the process of being te rminated or reassigned within  U.S. AID.

If  we go to page 697, we see that  you had 60 in fiscal year 1962 and 
you plan to have 60 in 1963. There is no change there. Then, i f you 
go to the cost of the projects, even with  those you discontinued, the 
18 of  the 23, you require the  same amount of money to continue them. 
In  fact, me might just bette r show tha t the tota l projec t assistance 
is actually going up to $4.6 million.

Mr. Gaud. The increase in the development program is due pri ­
marily , really, to one i tem; tha t is the final payment on the cost of 
building the road in Nepal which we are financing.

Mr. Passman. You nave not reduced the number of technicians, 
even though you say you will do so ?

Mr. Gaud. Tha t is true.
Mr. Rooney ?

IMPORTS FROM UNITED STATES

Mr. Rooney. At page 237 of this justification book, you indicate 
tha t imports from the United States  in calendar year 1960 came to 
$695,000, as compared with $27,000 in exports from Nepal to the 
United States.

PUBLIC LAW 480 SH IPME NT S

Can you tell us how much of the $695,000 was in Public Law 480 
program or programs, if any ?

Mr. T ennant. There was $16.8 million in the Public Law 480 pro ­
gram made available in fiscal year 1960 for use throu gh fiscal year 
1962.

Mr. Rooney. Does tha t have anything to do with the figures to 
which I  have made reference, $695,000 in imports from the United 
States  to Nepal as compared with $27,000 in exports to the United  
States ?
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Mr. Gaud. It  certainly cannot be included in there, can it?
Mr. Rooney. I realize it cannot be included, but is it any part of  it?
Mr. Gaud. I have no idea.
It  is $16 million of Public Law 480, and imports of only $695,000.
Mr. Rooney. Could I coax you to  say tha t the $695,000 has nothing 

at all to do with Public Law 480 programs ?
Mr. Gaud. That is certainly my impression.
Mr. Rooney. Will you confirm your impression at this point in the 

record and let us have the advantage of your confirmation?
Mr. Gaud. Yes, Mr. Rooney, we will.
(The informat ion follows:)

U.S. I mports  I nto  N epal , 1960
The trade data on Nepalese imports from the United States  and U.S. exports 

to Nepal are derived from the same source as all other trade  data  printed in 
the congressional presentation—U.S. customs data  as reported by the Depart ­
ment of Commerce. The slight differences between the country sheets as to 
the source of trade  data were differences in language only.

As the chairman noted, U.S. exports data  do include shipments under Public 
Law 480. However, the $695,000 U.S. exports to Nepal in 1960 bears no relation 
to the $16.8 million figure, since the $16.8 million shown as the Public Law 480 
program for Nepal represents the allocation of $16.8 million worth of Indian 
rupees to Nepal. These rupees were generated by sales of Public Law 480 com­
modities to India, and the rupees were transferred by agreement with the Indian 
Government. These Indian rupees have been used to finance portions of joint 
United States-Nepalese development grant  projects.

Mr. Rooney. Thank you, Mr. Chairman.
Mr. P assman. I  think I  would have to say we have had an abun­

dance of  testimony tha t we do include Public  Law 480 in our total 
exports.

Mr. R ooney. He is going to verify  that at this point in  the  record, 
Mr. Chairman. I do not know whether he is right or wrong, but I 
am very curious.

Mr. P assman. I, too, am curious, providing  the previous testimony 
is accurate.

It  has been stated many times tha t they did include the exports 
for Public Law 480 in the total exports.

Mr. R ooney. I may approach this  with a different tho ught  in mind, 
having the thought t hat  with  this percentage of exports, as compared 
with imports, it might be to our advantage to develop this country.

Mr. Rhodes. Would the gentleman yield ?
Mr. Rooney. Yes.
Mr. R hodes. I wonder if the fa ct th at aft er the words, “trade with 

the United States” in parentheses, you have “U.S. customs data ,” 
would have any significance?

I noticed in at least one other instance where this figure is set forth , 
those words do not appear. Public Law 480,1 presume, has nothing to 
do with the customs service. Perhaps th at would be the reason.

Mr. Rooney. I am inclined to figure that tha t may be the  answer; 
these may be usual commercial exports as compared with usual com­
mercial imports. But we should have this verified for the record.

Mr. Rhodes. Tha t is correct.
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PU B L IC  L AW  4 8 0  S H IP M E N T S  TO N EPA L

Mr. Passman. Mr. Comptroller, could you tell us the amount of 
Public Law 480 shipments to Nepal since the inception of the aid p ro­
gram? We would like to have it by those 3 specific years, but if 
you can, give us the total.

Mr. T ennant. I get $20.5 million through 1961.
Mr. Passman. Through 1961 our Public Law 480 grants to Nepal 

were $20.5 million, and this is what is included in exports.
I shall read into the record a compilation tha t was given to  me by 

the Department.
(The compilation was read  as follows:)

Compilation of Official U.S. Export Statistics

Data on U.S. exp orts  a re  compiled by the  Bureau  of the Census from shippers’ 
expor t decla rations  which exporte rs are r equi red to tile w ith collectors of customs 
for  each shipment leaving the United States.  Expor t data include U.S. exports  
under both the economic and  mi lita ry ass istance  programs, including, beginning 
with World Wa r II,  such programs  as lend-lease, United Nations Belief and Re­
hab ilit ation Adm inis trat ion, the  Marshall plan,  mutual  defense assis tance, 
mutual  secu rity  program, Exp ort- Imp ort Bank  loans, Agricul tura l Tra de De­
velopment and  Assi stance Act (Pub lic Law 480), and the Act for Intern ational 
Development. Shipments to U.S. Armed Forces for  their  own use are  not in­
cluded in the  e xport sta tis tic s for any period.

The transa ctions involving U.S. exports  financed under foreign assistance 
programs, are  not identif ied in detail  in U.S. export sta tist ics.

Mr. Passman. It  covers the entire wate rfront.
Mr. Rooney. I would still like a direct answer at this point in the 

record. We are talk ing of millions of dollars  in the Public  Law 480 
Nepal program, whereas this amount is only $695,000.

Mr. Passman. Tha t is true. This is jus t another discrepancy in 
the book perhaps.

Mr. Rooney. If  it is, we should know it.
Mr. P assman. I thought we should show for the record again tha t 

everyth ing that leaves the United States, regardless of its nature, is 
included in the compilation of our exports. We include everything  
tha t goes out of the country, whether it  is gift s, gran ts, loans, as 
exports.

Mr. Miller. I know you did not mean to  include shipments to our 
Armed Forces overseas. When they leave the United States, they are 
not included in our export statistics.

Mr. Passman. I did not read tha t into the record. Tha t goes to 
our own people. If  we ship a case of Scotch to an embassy, I did 
not include tha t. We are ta lkin g about sh ipments to fo reign nations. 
An embassy is a part  of the United States  on foreign soil.

Mr. Rooney. When we get this insertion on Nepal we will have 
the answer. Going back over these justifications, I find on page 229 
with regard to Jordan  t ha t the amount is $16,980,000 in impor ts from 
the United States as compared with $93,000 in export s to the United 
States. But  tha t page indicates tha t of the $16,980,000, there is in­
cluded agric ultura l imports  under  Public Law 480, ti tles I I  and II I,  
and so on.

I do not know why differentia tion should be made as between one 
country and another in setting  up these justifications. They should 
be all the same under one standard.

87948— 62 — pt . 3------32
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Mr. P assman. Off the record.
(Off the record.)

HEALTH AND SANITATION PROJECTS

Mr. Natcher. Mr. Chairman, I have a question on Nepal.
The average age seems to be 40 years for the life expectancy in 

Nepal.
Do you have any projects for fiscal year 1963 in th is program per­

tainin g to health and sanitation  ?
Mr. Gaud. Yes, we do.
Mr. Natcher. Projects such as what ?
Mr. Gaud. We have one on mala ria eradication, and one on a water 

supply project which includes environmental sanitation.
Mr. Natcher. They are the two you have in this area ?
Mr. Gaud. Tha t is correct.

Pakistan

Mr. P assman. In fiscal 1962 you had a prog ram of $240,854,000 for 
Pakis tan. Did that  hold firm ?

Mr. Gaud. The total program for 1962, Mr. Chairman, came to 
$240.8 million.

Mr. Passman. In 1961, you had a program of only $130,317,000?
Mr. Gaud. That is true.
Mr. Passman. And for 1963, you have a program estimate of 

$--------?
Mr. Gaud. Yes, sir.
Mr. Passman. Again, this is in just the mutual security category.

LO AN  CO M M IT M EN TS

You have a commitment to provide Pakistan with $475 million in 
development credits in fiscal year 1962 and 1963, and tha t is a section 
202(b) commitment, is it not ?

Mr. Gaud. I want to check my recollection. It  does not accord with 
the figure you gave.

The commitment made was under 202(b) for $500 million, but it is 
not limited only to development loans. It  includes loans from the 
Exjx )rt-Im port Bank and it also includes $25 million of supporting 
assistance. The estimate is, and it is only an estimate, tha t $50 mil­
lion of the  $500 million would come from the Expo rt-Import Bank, so 
the figure for  the development loans over the 2-year period would be 
$425 million.

Mr. Passman. We were only going by what the book says.
I quote from page 240:

T he  U ni ted Sta te s,  w ith in  th e  c on te xt  of  a co ns or tiu m  org an iz ed  by th e IB R D  
and  In te rn a ti ona l De ve lop me nt Assoc ia tio n,  has m ad e a co m m itm en t to  pr ov id e 
P ak is ta n  w ith  loan s of  u p to $475 mi llion .

Mr. Gaud. Tha t is true. And tha t is not in conflict with what I 
said. It  says the United States has made tha t commitment. The 
United States includes the Export- Import Bank.
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Mr. Passman. I thought niv question said $475 million in develop­
ment credits. Loans, you would say. Pa rt of i t is grants,  is i t not?

Mr. Gaud. Pa rt of tha t will be f rom the Exp ort- Imp ort Bank.
Mr. Passman. I said under mutual security, some of the $475 

million.
Mr. Gaud. $425 million will come by way of development loans, 

$25 million will come by way of suppo rting assistance and then, in 
addition, there is the $50 million from the Export- Import Bank, 
making up a tota l of $500 million.

Mr. Passman. You have in the mutual security program alone 
$475,800,000 for fiscal years 1962 and 1963?

Mr. Gaud. No, sir. The commitment is $500 million.
Mr. Passman. I have moved away from the commitment.
Mr. Gaud. The statement here says:
The  U ni te d S ta te s has m ad e a co m m itm en t to  pr ov id e P ak is ta n  w ith  lo an s 

up  to  $475 mill ion,  plu s $25 mill io n in  su pport in g  as si st an ce .
That term “the United States’’ there includes both the Expo rt- 

Imp ort Bank and AID.
FISCAL YEAR 19 62 PROGRAM

Mr. Passman. I had  moved away from tha t category back to the 
program that I asked questions on a moment ago, and tha t is the
fiscal year  1962 p rogram of $240,800,000, with an estimate of $--------
for fiscal year 1963.

Mr. Gaud. Yes, tha t is true.
Mr. Passman. W hich gives you a total of $475 million.
Mr. Gaud. Fo r the  2 years, that  is true.
Mr. P assman. And t ha t is without the  Exp ort -Im por t Bank ?
Mr. Gaud. That is true.
Mr. Passman. Wh at pa rt of this would be subtrac ted from the 

$475 million we are ta lkin g about?
Mr. Gaud. The fiscal year 1962 and fiscal year 1963 levels of develop­

ment grants , which are not included in the commitment.
The development gra nt figure for 1962 was $7.9 million. The de­

velopment gra nt figure estimated for 1963 is $-------- so a total  of
$—-—  of tha t to tal is not within the commitment.

Mr. P assman. The $24,800,000, that has already been obligated out 
of 1962 funds?

Mr. Gaud. That is true.
Mr. Passman. You have $425 million for development credits, and 

you have $25 million support ing assistance, for a total of $450 million?
Mr. Gaud. Which is under this  commitment.

FISCAL YEAR 19 62  OBLIGATIONS IN  AID CATEGORIES

Mr. P assman. How much of the commitment did you obligate funds 
for in fiscal year 1962, all categories?

Mr. Gaud. In fiscal year 1962, we obligated $25 million of support ­
ing assistance and $207.9 million of development loans, making a 
total of $232.9 million.
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Mr. P assman. So, in reality, we have discharged already our com­
mitment, and over 50 percent of this comitment you made out of sec­
tion 2 02(b) ?

Mr. Gaud. Yes, we have.

ES TI M ATE D COM PL ET IO N OF  DE VEL OPM EN T PLA N

Mr. Passman. Could you give us, as this is aid to a p lan, an idea 
as to the beginning  and termina tion of the projects tha t would be 
encompassed in the plan ?

(Off the record.)
Mr. Passman. Under  the section 202(b) commitment which is to 

a plan, you have many projects within the country tha t would come 
under this plan  ?

Mr. Gaud. Yes.
Mr. Passman. Could you give us a general idea as to the time re­

quired to begin and complete the projects that would be financed under 
the p lan ?

Mr. Gaud. That will vary a good deal depending on the individual 
instance. Some of this money was lent  for the importation of com­
modities, or what we have spoken of before as program loans. Tha t 
will be implemented fairly prompt ly.

On the other hand, we are providing railway cars, rai ls fo r the State 
railways, we are lending money to build plants  and the like, and this 
of course will take 3, 4, or 5 years. It  is ha rd to guess.

Some of this money will not be spent for  several years.
Mr. P assman. But you have already obligated in excess of 50 per­

cent of the planned commitment ?
Mr. Gaud. We have; tha t is true.
Mr. P assman. Which really means tha t if you did not have any 

new appropria tion this year, the projects star ted could be carried on 
with previously obligated funds ?

SECTION 202 (b ) CO MM ITM ENT FOB 2-YEAR  PERIOD

Mr. Gaud. Those projects which have been st ar ted ; yes. Our com­
mitment was to commit a tota l for the United States of $500 million 
against the first 2 years of the plan. The plan’s fiscal years are co­
terminus with our fiscal years.

ISIr. P assman. You have a p lan tha t would require  more than this 
$450 million commitment?

Mr. Gaud. I do not mean that at all.
The section 202(b) commitment commits the United States to pro­

vide $500 million to the second and thir d years of the Pakistan plan. 
Of the $500 million, $450 million it  is estimated will come from AID.

Mr. P assman. It  would appear you are funding many projects un­
der the plan to completion.

Mr. Gaud. We are, in accordance with normal AID practice.
Mr. P assman. There are a lot  of projects under  the A ID program 

which you have not financed to completion ?
Mr. Gaud. In  the development loan line, Mr. Chairman, in my 

region at least, I cannot think of any.
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COMMODITY IMPORTS

Mr. P assman. We are discussing funds  for imports of commodities?
Mr. Gaud. Yes. But  those imports, to the extent we finance im­

ports for Pakistan under  this plan, they are to meet fiscal year 1962 
and 1963 Pakistan p lan requirements, and  they are being drawn down 
constantly.

RAILWAY LOAN TO PAKISTAN

Mr. P assman. Would  you give us an example of one large project  
tha t you have planned for Paki stan  ?

Mr. Gaud. Well-----
Mr. Passman. This  is a commitment to a plan, and we want you 

now to talk about a  project.
Mr. Gaud. All right .
Suppose we take what we call the four th railway loan to Pakistan 

in the amount of $31 million. The purpose of this loan is to finance 
the foreign exchange costs of acquir ing diesel locomotives, railway 
track  mater ial, and mater ial for other  railway engineering works, 
which is required to help modernize the Pakistan  Railway System 
in accordance with a program laid out in the Pakistan  second 5-year 
plan.

Mr. P assman. We do not have that in our book.
Mr. Gaud. Let ’s see if I can find one you have.

THERMOELECTRIC POWERPLANT LOAN

I have the loan papers  here, Mr. Chairman, on a loan fo r the Karach i 
Electr ic Supply Corp., Ltd., to assist in financing the foreign exchange 
cost of a thermoelectric power generating  station at Karachi. I have 
the complete papers  on tha t loan if you would like to see them in the 
form in which they go throu gh my office to  the Development Loan 
Committee.

Mr. Passman. I t would take at least 3 weeks to go into detail on 
the m ultitude  of projects in Pakis tan. As i t is presented to  the com­
mittee covering fiscal 1963, it only means the programs are illustra ­
tive. You do not know whether they will be carr ied out as presently 
planned  ?

Mr. Gaud. If  you are speaking of the money we are asking for 
1963; th at is correct.

LOAN APPLICATIONS UNDER STUDY

We have in hand a g reat many applicat ions for loans on projects or 
programs which a re within the Pakistan  thir d-year plan. We have 
not yet made a decision beyond those which we have already made 
obligations on as to which of these projects we will lend on. We are 
studying them. It  is impossible for  me to tell you at this time on 
what  precise projects we will make the loans.

COMMITMENTS TO COUNTRY PLANS

Mr. P assman. For fiscal year 1963, you obligated money to the plan 
for Pakistan?
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Mr. Gaud. We did that in fiscal year 1962 for projects and programs 
within the Pakistan plan.

Mr. Passman. Unde r the old system, if you were dealing with a 
project under a form of grant  aid—and tha t is certainly  what this 
is—you might take one slice in fiscal yea r 1962 and you could take an­
other slice in fiscal year 1963, and another in fiscal year 1964. We 
went around and around on this last year, tha t we did not want to 
get into a position so the countries would feel this  aid would be fort h­
coming once this projec t had been started.

But we are  no longer appropriating money specifically to a project, 
or a series of projects but to a country plan, and we have no idea 
what the plan will encompass until  after the money is approp riated . 
We are approp riat ing to plans  rather than projects.

C O M M IT M E N T  A U TH O RIT Y  UNDER SE CTI ON 20  2 ( b )

Mr. Gaud. I would like to describe the process by which we operate  
under section 202(b) .

Tha t section of the statute, Mr. Chairman, as I think you know, 
authorizes us to make commitments, subject to the appropria tion of 
funds, in  connection with the orderly and effective execution of long­
term plans and programs.

Now, what we did in Janua ry 1962 was to enter into a Presidential 
commitment under section 202(b) tha t in the course of the next 2 
fiscal years we would commit a tota l on behalf of the U.S. Govern­
ment, including the E xpo rt-Import Bank, of $500 million to  projects 
included within the Pakis tan 5-year plan, the second and thi rd  years. 
This is a commitment tha t we will obligate t hat  much money on pro­
jects which we approve subsequently.

The money is not allocated to any par ticu lar project. We have not 
approved any project. We go through exactly the same process there­
afte r as thought we were act ing on indiv idual loan applications which 
are presented to us, which in fact are presented to us.

As the year goes on, the Pakistanis come to  us with projects and 
proposals which are part of the ir plan and ask us if we will finance 
them. We treat these just as we treat  any other loan applicat ion— 
engineer them and all the rest of it.

USE TO BE MADE OF LONG-TE RM FU ND S REQUESTED

Mr. P assman. Of the $235 million estimate, what pa rt would be 
under development credits, which you call loans ?

Mr. Gaud. The whole amount.
Mr. P assman. All of it?
Mr. Gaud. I  beg your pardon  ?
Mr. P assman. Ju st  give us the amount.
Mr. Gaud. You are speaking of next year ?
Mr. P assman. Fiscal  year 1963.
Mr. Gaud. Yes; $225 million.
Mr. Passman. $225 million. You are asking Congress to appro­

priate  $225 million in cash for  fiscal year 1963?
Mr. Gaud. Correct.
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Mr. Passman. Tell us what projects you are going to spend the 
money on in fiscal year 1963, out of th is $225 million.

Mr. Gaud. I cannot tell you th at any more than I can tell you what 
projects  we are going to spend any of this development loan money 
on in 1963.

Mr. Passman. You have no firm projects for  the $225 million ?
Mr. Gaud. We have a grea t many we are studying. We have not 

made commitments to any.
Mr. Passman. So, if we appropriate the $225 million for Pakistan , 

in rea lity we do no t know for  wha t projec ts it  is going to be spent?
Mr. Gaud. Th at is true.
Mr. P assman. Th at is what I said earlier.
Mr. Gaud. And that  is t rue for every appropria tion for every de­

velopment loan fund tha t has ever been made by the Congress.
Mr. Passman. They used to list them.
In  reality, this simply means when we turn over to you the $225 

million under  this so-called loan business, which is 40 years, no in­
terest, 10-year grace period, and the Congress does not know what 
the money is going to be obligated for unti l after you get it.

Mr. Gaud. With one qualification. They know it will be spent 
on projects  or program s included in Pakistan ’s published plan, which 
we determine meet the criteria  of the act as to engineering, and so on.

Mr. P assman. We were told earlie r that when the money was made 
available you could alte r these plans, you could make adjustments 
either up or down, depending on the amount of money you got, and 
switch from country to country.

Mr. Gaud. If  we have made a commitment of $225 million to P aki­
stan, as we have, the  only thin g to  which tha t is subject is the appro­
pria tion  of the Congress. We cannot  at thi s point say, “OK, Pakistan,  
we will only give you $200 million.”

Mr. P assman. If  they do not come up with plans and programs tha t 
meet the criteria, are you still going to give them the money ?

Mr. Gaud. We are not.
Mr. Passman. Then, you would have that  money available to obli­

gate elsewhere ?
Mr. Gaud. We would.
Mr. Passman. That is the point I  was trying to make.
Witnesses have certain ly testified directly  tha t you are making an 

appropr iation to a plan, and not to projects.
Mr. Gaud. I would have to be shown that, Mr. Chairman.
Mr. Passman. You read the hearings.
Mr. Gaud. I will.

NOTIFICATION  OF CONGRESS OF AGREEMENTS UNDER SECTION 2 0 2 (b )

Mr. Rhodes. Did you say this  is a 202(b) project?
Mr. Gaud. Yes.
Mr. Rhodes. Refresh my memory.
In  section 202(b), is it  not required t ha t the plan  be reported to the 

Congress ?
Mr. Gaud. I believe it requires, upon conclusion of each such agree­

ment, the Presiden t shall notify  the Foreign Relations and A ppro pria ­
tions Committees of the Senate, and the Speaker  of the House of
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Representatives, of the provisions of the agreement, including the 
amount of funds involved, and undertakings  of the parties there to; 
tha t is true.

Mr. Rhodes. Has such notification been made ?
Mr. Gaud. No, sir.
Mr. Rhodes. Well, then this is not a 202(b) program.
Mr. Gaud. Mr. Rhodes, the President signed the authorization  for 

this agreement in January 1962. We had our meeting of the con­
sortium late in January 1962. We then prepared the agreement re­
ferred to in the statute. We sent it to Pakistan. Tha t agreement  was 
signed on July 25, 1962, about a week ago.

It  gave rise to the newspaper article  tha t the chairman mentioned 
on Monday. We have cabled our AID  mission, twice to my knowledge, 
asking for a copy of the agreement so we can submit it to Congress 
pursuant to this statute. I t has not yet arrived.

SWITCH FROM DEVELOPMENT GRANT TO LOANS

Mr. Passman. Do you have any instances where your outright gran t 
aid could have been the development credit aid ?

Mr. Gaud. At the present  time ?
Mr. Passman. Under your fiscal year 1962 or fiscal year 1963 pro­

gram.
Mr. Gaud. I would say not.
There are instances where we are contemplating switching types of 

projects which have formerly been under  development grants, switch­
ing them to development loans. We are think ing of doing it in one or 
two other places.

Mr. Passman. There  are people in high places in your own agency 
who know that these transac tions a re not loans, that they are disguised 
grants, and tha t you have no rea l basis for approving a credit of this 
magnitude for any of these nations  out there.

The purpose was to get th e control away from the Congress. 

SECTION 2 0 2 (b )  FUND S COMMITTED TO COUNTRY PLANS

Now, I am going to read this into the record:
Mr . P as sm an . F unds a re  no  lo ng er  co mm itt ed  to  a  pro gr am  or to a  pro je ct  

b u t to  a  p lan , s uc h as  a  5 -y ea r p la n. D id  you  sa y th a t?
Mr . H am ilt on . Yes.
This is from a colloquy with Mr. Fowler Hamilton , the AID  

Administrator.
He understood this mat ter the way I did.
Even though it is subject to an appropriation, you have those who 

would argue tha t we have made the commitment and now the ap­
propr iation  must be forthcoming or the United States would have 
violated its commitment.

UNLIQUIDATED OBLIGATIONS IN  PAKISTAN

Would you tell me, sir, what you have to the credit of Pakis tan in 
unliquidated funds from all categories?

Mr. Tennant. $368,244,000.
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Mr. P assman. That is out of the mutual security category alone ? 
Mr. Tennant. Economic.
Mr. P assman. It  does not include mi litary  assistance?
Mr. Tennant. No, sir.
Mr. Passman. What sum do you have to the  cred it o f the military 

in the pipeline?
Mr. Tennant. $98.6 million, making a total of $466.8 million. 
Mr. P assman. That is out of  the two mutual security spigots, and 

you could have also the internationa l organization commitments. 
How about the ID A ; are they in on th at ?
Mr. Tennant. I think they are  in IDA , but I  don’t have tha t figure. 
Mr. P assman. $21 million.
This does not  pick up any long-range  development under the Ex ­

port -Impor t Bank th at  may be available out there, does it?
Mr. Tennant. No, sir.
Mr. P assman. And we close the books June  30,1962, with $500 mil­

lion in the pipeline to the credit of Pakista n; is th at right ?
Mr. Tennant. Th at is correct.

D IS TIN C T IO N  BETW EEN  LO NG-T ER M  CO M M IT M EN TS TO IN D IA  AN D P A K IS T A N

Mr. Gaud. I  would like to say something if I may.
Mr. P assman. Go righ t ahead.
Mr. Gaud. I am sorry Mr. Ford isn’t here but he asked me questions 

yesterday on the India n commitment and I am not sure he got the full 
force of my statement  that I made yesterday  as to the distinction 
between the two commitments with respect to the aid recipient fiscal 
years. The Paks  have the  same fiscal year tha t we do, so tha t the 
portio n of the commitment for the second year of the plan is for a 
period coterminous w ith our own fiscal year 1963. The Indian fiscal 
year, on the o ther hand, is not the same as ours. It  runs from April  1 
to March 31, so tha t the request for an appropriation  that  we have 
for Ind ia this year includes not only the current year of thei r plan, 
but also one qu arte r of the following year. In that respect it is d if­
feren t from the Pakis tan s ituation where we have the coterminal fiscal 
years, w ith the result tha t $225 million we are talk ing about for fiscal 
year 1963 will be obligated for specific projects  which we approve 
with in the  fiscal year only. Some of our requests for  an appropr iation  
in the Indian situtaion will go to the thi rd  year of the Indian plan. 
I  wanted to make sure that  tha t was clear.

Mr. Passman. T hank you.
Stria

Syr ia is a country which for  years and years would not  accept an 
aid program?

Mr. Gaud. Yes.
Mr. P assman. I believe Syr ia possesses more gold reserves on a per 

capita basis than  any other  coun try in your region; does it not ?
Mr. Gaud. I  do not  know, sir, whether it  does or not. I would doubt 

that very seriously. The foreign exchange holdings have been dis­
sipated a good deal in the last 2 years, I am afra id, sir.

Mr. Rooney. Mr. Chairman, would you kindly ask what the gold 
holdings are now?

Mr. P assman. I  am going to  do so in just  a moment, when I  get to 
what  they have bought  from us.
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GOLD RESERVES

I find in the record th at in the last quarte r of 1960 Syria purchased 
from us $2.1 million in gold.

Could you tell us the amount of gold holdings of Syria  a t this  time?
Mr. Gaud. Have we tha t figure here?
Mr. Tennant. No, sir.
Mr. Miller. The gold holdings in Syria at the present time?
Mr. Gaud. Yes.
Mr. Miller. The latest  figure which I have here in the International 

Monetary Fun d statistics shows gold holdings of $19 million in the 
thir d quarter of 1961.

Mr. Passman. What is the population of Syria?
Mr. Gaud. 4.7 million in 1961.
Mr. Miller. The same publication shows gold holdings of its ne igh­

bor, Lebanon, as being $140 million.
Mr. Passman. What is the populat ion of Syria, again ?
Mr. Gaud. 4.7 million.
Mr. Passman. Tha t would be considered substantial, or would i t?
Mr. Gaud. The population?
Mr. Passman. No, the amount of gold per capita.
Mr. Gaud. That is a mat ter of opinion, I think.

AID PROGRAM IN  SYRIA

Mr. Passman. When did you have your first program of aid in 
Syria  ?

Mr. Tennant. For Syria there was a Public Law 480, title  II I,  
program in 1952, 1954, 1956, and so forth.

Mr. Passman. What is included under title  II I?
Mr. Tennant. Title  I I I  is the program of donations under the 

f ood-for-peace program.
Mr. Gaud. Priv ate  voluntary agencies.
Mr. Tennant. But from the Department of Agricul ture.
Mr. P assman. This  is not the aid program, as such?
Mr. Tennant. This  is not under  the Foreign Assistance Act.
Mr. P assman. For  all practical purposes you had no aid program 

in Syria until 1960, did you ?
Mr. Tennant. There was a development loan in 1959.
Mr. Passman. In what amount?
Mr. Tennant. $1 million, and $7.2 million in 1960.

LOA N DISBUR SEM ENTS

Mr. Passman. Was tha t out of fiscal year 1960 funds  ?
Mr. T ennant. Some out of fiscal year 1960, some out of fiscal year  

1961. We do have an unliquidated amount in Syria. Based on the 
new program figures for the  final accounting, the final figures I w'ould 
estimate that  unliquidated a t June 30 to be $19 million.

Mr. Passman. Out of that same loan ?
Mr. Tennant. Out of all transactions.
Mr. Passman. I said the aid program was s tarted in 1960. Tha t 

is when you started  disbursing on tha t loan, is it not ?
Mr. Tennant. The loan is recorded here in 1959.
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Mr. Passman. When did  you disburse it ?
Mr. Tennant. I can only give you cumulative disbursements at 

the moment-----
Mr. Passman. You do not know whether this loan has been dis­

bursed or not, do you ?
What amount d id you have in Syria fo r fiscal year 1961 ?
Mr. Gaud. Syria  was a p ar t of the United Arab Republic at tha t 

time, so we had no separate  program.
Mr. Passman. I was there, and we had no program. They were 

eligible for a program as Syria , though not as a member of the 
UAR, but they wanted no program.

Your program actually  started, other  than  tha t loan, in fiscal 
1962?

Mr. Gaud. We did have a program in 1962, th at is very true, after  
the breakoff from the UAR.

Mr. Passman. And you had one of $23,866,000 ?
Mr. Gaud. Tha t is true.

ALLO CATION FROM CO NT INGE NC Y FU ND FOR BUDGET SUPP ORT

Mr. P assman. Did you have anything out of the contingency fund 
to the credit of Syria ?

Mr. Gaud. Yes, we did. We had—on March 22, 1962, we entered 
into an agreement to make a loan of $9 million to Syria  for budget 
support  and tha t was charged to the contingency fund on the  5th of 
June.

Mr. Passman. The 5th of June this year ?
Mr. Gaud. Yes. The commitment having been made March 22, this 

year.
Mr. P assman. I s it  customary to extend budget support to a nation 

with  substantial gold reserves ?
Mr. Gaud. No, and this loan was made aft er the representatives 

of Syr ia came to this country, approached the International Monetary 
Fun d and worked out a stabiliza tion program with them to restore 
the free convertibility of the ir currency and to libera lize their foreign 
trade.  The IM F made certain funds  available to the Syrian  Gov­
ernment. In  connection wi th this the Expor t-Im por t Bank made a 
loan of $5 million, we made a loan of $9 mill ion, Germany made a 
loan of $16 million and Ita ly made a loan of $5 million to bail Syria  
out of its financial difficulties.

Mr. P assman. Even during  tha t period as a par t of the United Arab 
Republic, they held onto the ir gold reserves. When did they break off 
from the United  Arab Republic ?

Mr. Lee. Late in 1961.
Mr. Rooney. Tha t is on page 245.

UN LIQ UIDA TE D OBL IGATIONS

Mr. Passman. What sum do you have unliquidated-----
Mr. Tennant. On the total economic program we had $9,110,000. 

With tha t increased loan, we would estimate the increased program 
at about $19,110,000.

Mr. Gaud. In  1962 we also entered into a development loan which 
had been under  negotiation during the period when Syria  was a p art
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of the Arab Republic and it came to fruition afte r the split. This  
was a loan for grain storage facilities.

Mr. P assman. They were actually eligible while they were a par t 
of the UAR to do business with us as Syria in these aid  programs?

Mr. Gaud. They were not only eligible but  were tryin g to get loans 
out of us.

RELU CTANCE OF SYRIA TO ACCEPT AID PROGRAM

Mr. Passman. We were there November 3,1961 ?
Mr. Gaud. Yes, sir.
Mr. P assman. At t ha t time they had no aid program, and they said 

they did  not want any aid program, and the consul general, as I said, 
said that  they had gold reserves.

Mr. Rooney ?
Mr. Rooney. Did the Syrian Government come looking for us or 

did we go looking for them ?
Mr. Gaud. They came to us.
Mr. Rooney. Tha t is all, Mr. Chairman.
Mr. Passman. I do not know whether it would add anything to 

w’hat  has been said but I was in Damascus in the office of the consul 
general, and he will verify this. We had no aid program. They did 
not want an aid program, and our AID people were then trying to 
show them the advantages of having some type of aid program, if it 
was nothing but technicians. It  would appear  to me that  we went 
looking for them, and it appears that we succeeded.

Mr. Rooney. Haven’t you ever been on an official trip  and been 
misinformed by our people abroad in the Fore ign Service with regard  
to many things ?

Mr. Passman. Well, I have never been as badly misinformed by the 
people out in the field as I have by these justification books with which 
we are trying to consider th is bill. But I will say, yes, I am sure 
tha t some of the information I get could be eithe r worse or better. I 
have no way of evaluating  it, when you take into account the irregu­
larities we are confronted with here.

Mr. Rooney. When I  make a tri p abroad very often I am followed 
around the c ircuit by wires and communications changing the state­
ments made to me at the previous post.

Mr. Passman. I want to say to the gentleman tha t if the State 
Department is still doing such things, with the experience they have 
had in 185 years, you can imagine what the aid people might do. 

Saudi Arabia

Did you have any money for Saudi Arabia  in fiscal year 1962?
Mr. G aud. Yes; we provided a supporting assistance gran t of $150,- 

000.
Air. Passman. Have you anything unliquidated to Saudi Arabia as 

of June 30?
Air. Tennant. $150,000 unliquidated and the military  figure is 

$--------. Tha t would be a total of $— --- .
Air. P assman. This is the country for which I believe we were told 

they actually no longer needed that aid.
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Mr. Gaud. I said tha t. I said they had no need for economic devel­
opment assistance, Mr. Chairman.  I was not talk ing to the mili tary . 
On tha t I don’t know.

Mr. Passman. But you did have to their  credit-----
Mr. Tennant. $—  on the military  side.
Mr. Passman. They need no economic aid ?
Mr. Gaud. That is true, in my judgment.
Mr. Passman. We gave them $150,000 economic aid in fiscal year 

1962?
Mr. Gaud. That was not economic development aid.
Mr. Passman. What was that  ?
Mr. Gaud. (Off the record.)
This was charged as you will see, to supporting assistance. This 

was not done in any sense as an economic development program.
Mr. Passman. We took out of the contingency fund  $150,000 to 

make these gift s available ?
Mr. Gaud. Tha t is true.

Turkey

Mr. P assman. You had a $72,854,000 program for fiscal year 1962 
in Turkey ?

Mr. Gaud. Yes, sir.
Mr. Passman. You are requesting $--------fo r fiscal year 1963 ?
Mr. Gaud. Yes, sir.
Mr. Passman. Could you give us the total of aid to Turkey since 

the inception of the program ?
Mr. Tennant. Total aid through fiscal year  1962 including eco­

nomic, military,  Public Law 480, Export-Import , $3,843,400,000.
Mr. Passman. Could you get all the other  spigots together and tota l 

it for us?
Mr. 'Tennant. Yes, sir.

TO TA L EC ONOM IC  AN D M IL IT A RY  U N L IQ U ID A T ED  OBL IG AT IO NS

Mr. P assman. What amount do you have unliqu idated to the  credit  
of-----

Mr. T ennant. Unliquidated on the economic side, plus the mili tary  
side, $482,525,000.

Tha t includes the m ilita ry; the economic par t is approxim ately $215 
million.

Air. Passman. If  you pick up the o ther spigots tha t may be avail­
able, then  could we say tha t $500 million or  more is available?

You do not have Public  Law 480 in th is ; do you ?
Mr. Tennant. No, sir.
Mr. P assman. I s t ha t unliquidated?
Mr. Tennant. Public Law 480 I would have to supply. I  would 

say it is slightly  over half a billion.
Mr. P assman. More than ha lf a billion dollars ?
Mr. Tennant. I say, including Public Law 480. I agree with your 

figures.
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PER CAPITA GNP IN  TURKEY

Mr. Passman. What has been the growth in the per capi ta gross 
national product, by year, since we started  our aid program ?

Mr. Gaud. I do not thin k we have any figures before 1959 here.
Mr. P assman. Let us take the last 3 year s; 1959,1960, and 1961.
Mr. Gaud. The per capita G NP in 1959 ?
Mr. P assman. Yes, sir.
Mr. Gaud. In 1959 it was $195; 1960 it was the same; 1961, it 

was $187.
Mr. Passman. I think our aid program reached an alltime high 

during these 3 years ; did it not ?
Mr. Gaud. Yes, sir.
Mr. P assman. We realize the necessity for having Turkey friendly , 

but the G NP figures would indicate tha t, from the s tandpoint of the ir 
economic growth and per capita gross national product, they  have gone 
in reverse.

Mr. Gaud. I am sure tha t you will remember the statement  made 
by Mr. Talbot on Turkey the other  day in which Turkey has gone 
into an economic decline in the past 2 years. Her  present Govern­
ment, the hope and expectation is th at Turkey has tu rned the corner 
and things  will star t turn ing brigh ter again.

Mr. Passman. There was no growth; and then you had a decline 
in 1961, and we have no information here o ther than this encouraging 
statement ?

Mr. Gaud. Tha t is correct, Mr. Chairman.
PIP EL INE FOR TECH NICAL SUPPORT PROJECT

Mr. P assman. H ow many vehicles are in the pipeline under the 
technical support project for fiscal year 1963 ?

Mr. Gaud. I do not have tha t information here in the  hearing room, 
Mr. Chairman. I will be happy to supply it.

Mr. Passman. It  says here, on page 79, that  the ir unliquida ted 
amount is $96,000 under “Technical support,” and then says :

The  pi pe lin e co ns is ts  of ve hi cl es  an d office su pp lie s whi ch  ha ve  no t yet be en  
de liv ered .

Mr. Gaud. That is right.
Mr. Passman. Wha t is the general project for which $41,000 is 

requested, on page 791 ?
Mr. Gaud. This $41,000 covers two items, Mr. Chairman; one is 

$15,000 for an export promotion center and the other is to  cover a 
project  to set up a standards  institution  laboratory.

United Arab Republic 
Mr. Passman. The United Arab Republic.
I think we went many years without  an aid program there, did 

we not ?
Mr. Gaud. I think we did. We cut new obligational authority  off 

altogether from mid-fiscal year 1957 throu gh fiscal year 1958.
Mr. Passman. But we never did deobligate funds we had credited 

to the country. Is th at  correct ?
Mr. Gaud. Can you help on tha t ?
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Mr. T ennant. I think we did hold some funds  in th at  country.
Mr. Passman. In case we could ta lk them into the notion of being 

friendly , and if we could not, we are still going to give it to them 
anyway ?

In  fiscal year  1962 you had a program of $41,950,000?
Mr. Gat’d. Th at is correct.

ALLOCATION FROM CONT INGE NCY FU ND  FOR BUDGET SUPPORT

Mr. P assman. How much of tha t was out of the contingency fund  ? 
Mr. Gaud. Of tha t amount, $15 million out of the contingency fund 

on June 30, purs uant to  an agreement reached with the Government 
of Egypt on A pril  26. That was $15 million, Mr. Chairman, of the 
$20 million loan made in connection with the stabilization agreement 
to which I referred in my opening statement  and to which Mr. Talbot 
addressed some remarks.

Mr. Passman. Does that  mean budgeta ry support?
Mr. Gaud. It  does, in a sense. I t was support for the balance of 

payments.
This was the resul t of a specific foreign exchange crisis. This was 

not for  general budgetary  support.
Mr. Passman. This  thing moved along as rapidly as you could com­

plete the  d eal?
Mr. Gaud. What d id ?
Mr. P assman. This  agreement. You say it was an emergency?
Mr. Gaud. That is correct.
Mr. P assman. If  i t had been jus t a few hours la ter, you would not 

have had it in on 1962 funds?
Mr. Gaud. No ; the agreement was made on April  26.
Mr. Passman. Did you have in mind fund ing it out of some other 

program or some other project ?
Mr. Gaud. Fran kly,  sir, the part icular fund  is not my problem. 
This agreement was entered into  on Apr il 26 afte r discussions within 

AID. I then requested an allocation of funds  to cover it. By that  
time I had no regional suppo rting assistance funds  to cover this 
requirement.

Mr. Coffin will testify on the uses of the contingency fund.

UNL IQUIDATED OBLIGATIONS

Mr. Passman. What sum do you have unliquidated to the credit 
of this  country ?

Mr. Tennant. The original estimates were $38,555,000 based on 
the increased program and I  would say $48,555,000.

TERMS OF LOAN FROM CONTING ENCY FUN D

Mr. Passman. What are the terms of this development credit or 
loan ?

Mr. Gattd. The $20-million one I  have been r efer ring  to?
Mr. P assman. Yes.
Mr. Gaud. The terms of that  are 10 years at 2.5 percent interest, 

with a 3-year grace period.
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Mr. P assman. When that  loan is repaid, where does it go, into the 
U.S. Treasury  or the pipeline of the program ?

Mr. Gaud. This is not a development loan.
This comes out of the contingency fund and I will have to yield 

to Judge Miller on that. I do not know the answer.
Mr. Passman. Does the Comptroller know ?
Mr. T ennant. It  goes into the U.S. Treasury.  It  is not available 

to us, sir.
Mr. P assman. This type of transact ion would be the exception and 

not the rule under  the contingency fund, would it not ?
Mr. Gaud. We considered this as a supporting assistance loan. 

Any suppo rting assistance loan would go into the U.S. Treasury. 
This was not a development loan.

Mr. Tennant. We did make a number of loans out of the contin­
gency account, Mr. Chairman.

education program

Mr. P assman. Give us the total amount of what you have scheduled 
for education.

Mr. Gaud. In the UAR ?
Mr. P assman. Yes.
Mr. Gaud. The total planned for fiscal 1963 is $145,000. I would 

like to say tha t within the last few weeks we have received a request 
from the mission to study the possibility of gettin g an American 
university or a group of American universities interested  in a univer­
sity in Egyp t. We are just beginning  to look into that and if we 
decide to go into it, tha t means in 1963 the obligation in education will 
be greater than  this $145,000.

Mr. P assman. This is a country we were out of for many years?
Mr. Gaud. That  is right.
Mr. P assman. During  Nasser’s regime?
Mr. Gaud. Yes, sir.
Mr. P assman. Nasser attended the Belgrade Conference, did he 

not ?
Mr. Gaud. He did.
Mr. Passman. The major ity of fiscal 1962 funds were obligated 

subsequent to the Belgrade Conference?
Mr. Gaud. Yes, sir.
Mr. L ee. Mr. Chairman?
Mr. P assman. Yes.
Air. Lee. Is there a statement in the record about the Cairo Con­

ference to indicate the situation ?
Mr. Gaud. Mr. Talbot covered that.

ASS ISTA NCE  TO BELGRADE CONFER ENCE PA RT ICIPAN T

Mr. P assman. It looks as if some of the people who slapped us the 
hardest received the largest increases. Did you see this document 
showing the amount of money to the Belgrade Conference members 
and what we propose in 1963 ?

Mr. Gaud. You quoted those figures in the record earli er; I  had 
not seen those.
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Mr. Lee. Those of  them who were in the Cairo Conference which 
was called at the behest of the Belgrade Conference-----

Mr. Passman. Is Nasser’s at titude toward  the United States  about 
the same as always?

Mr. Lee. No ; I  do not think i t is.
Mr. Passman. I s his attitude toward  the other side changing, or 

has it changed ?
Mr. Lee. Yes ; I think i t has.
Air. P assman. Would you also include a ll the  spigots under  Public 

Law 480 when you give us this information recapitulating  aid to 
Egypt?

Mr. Tennant. Yes, sir.
Mr. P assman. Air. Rooney ?
Mr. Rooney. I  have no questions at  thi s point, Mr. Chairman. 

Yemen

Air. Passman. When did you s tar t the aid program in Yemen?
Air. Gaud. We star ted our aid program in Yemen in 1959.
Mr. Passman. That is another nation which for years declined our 

ai d; is that a statement of fact ?
Mr. Gaud. I have no information  on that,  sir.
Mr. P assman. Are you fam iliar  with it ?
Mr. Tennant. I do not know tha t point, sir.
I know we started in  1959.
Mr. P assman. There  was no aid program  until 1959 ?
Mr. Gaud. That is true.
Mr. Passman. Could you tell us the first year you just ified the aid 

program to Congress for Yemen ?
Air. Gaud. According to the book, the  first  year we had a program 

was in 1959.
Mr. Passman. Do you know the first year a Yemen aid program 

was justified to Congress?
Mr. Gaud. Other  than  what  is shown in this exhibit, I have no in­

formation on that, Mr. Chairman.
Air. Passman. Would you supplement tha t information ?
Air. Tennant. I would have to file thi s for the record, bu t I  do not 

believe it was in the 1959 presentation, sir.
Mr. Passman. It  was not in the 1959 presentation  book.
When we got started, we rea lly started a good one. What is the 

population of Yemen?
Mr. Gaud. The population-----
Mr. Rooney. Mr. Chairman, unless page 259 refers to a calendar 

year, this  language must be wrong :
* * * The efforts of the Communist bloc to achieve political influence led to 

the ini tiation  of the U.S. aid program in 1959.
Air. Gaud. That is our information.
Air. Tennant. I agree th at the p rogram sta rted  in 1959. I thought  

the question was directed as to  whether  we had  included a proposed 
program in the 1959 presentation.

Air. Passman. Tha t is correct. When did you include it in your 
presentat ion, in your justifications ?

87948— 62— pt.  3------33
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PROGRAM IN IT IA TE D FROM CO NT IN GE NC Y FU N D

Mr. Tennant. I think it  was initial ly funded from the contingency 
fund.

Mr. P assman. That is right.
Mr. Tennant. If  I remember correctly.
Mr. Passman. You did not justify a program for  Yemen ?
Mr. Tennant. Tha t is right,  sir.
Mr. Passman. Fo r fiscal 1960, you had a program for  Yemen of 

$6.8 million?
Mr. Gaud. That is true.
Mr. P assman. The original figure of $5 million did not hold firm ?
Mr. Gaud. That is true. We have appropriated  an additional $1.8 

million to expedite the building of a road.
Mr. Passman. Since this  is a new program in Yemen, we are just  

getting  underway, you would have had a reasonable program for this 
new aid-recipient country if you had stuck with the origina l $5 
million ?

Mr. Gaud. This $1.8 million was not for a new project. I t was 
what you might call a stepping up of the funding of an existing 
project.

Mr. Passman. You would have had a going program, and a satis­
factory program, had you remained with  the original $5 million?

Air. Gaud. We do not think so.
Mr. P assman. Whoever pr inted up these books and made up  these 

programs original ly thought so ?
Mr. Gaud. Tha t is true.
Tha t seemed so at the time but subsequently it appeared if we funded 

another $1.8 million on the road, which merely means a saving of 
$1.8 million either next year or the year after , we would get on with  
the project faster and do a better job.

Mr. P assman. It  is not  reflected in the justifications, is it?  I  refe r 
to the $1.8 million.

Mr. Gaud. This did not happen unt il afte r the justification  was 
submitted. You are quite r ight.

Mr. P assman. They are not in the justifications on which we are 
considering this money bill ?

Mr. Gaud. You are quite right .
Mr. P assman. Did you take it out of the contingency fund ?
Mr. Gaud. We did.
Mr. P assman. Was tha t for advance funding ?
Mr. Gaud. No ; it was to be obligated at  once.
I t is for a highway, to hurry up the building  of the highway.
Mr. P assman. When do you expect the highway to be completed ?
Mr. Gaud. We do not expect i t to be completed until  1964. This is 

to procure additional supplies to go into the construction o f the high­
way in fiscal year 1963.

Mr. P assman. It  was advance planning, because you are spending it 
on a project which will not be completed unti l 1964 ?

Mr. Gaud. Tha t is right.
Mr. P assman. Even if you meet the target date then ?
Mr. Gaud. That is right.
Mr. P assman. Mr. Rooney?
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Mr. Rooney. I do not believe I have any questions a t this  point, Mr. 
Chairman.

FISC AL  YEAR 1 9 0 3  PROGRAM

Mr. Passman. Let us go back to page 825 on Yemen.
It  would appear th at your p lans call in fiscal year 1963 for an addi­

tional p rogram  of $4,485,000, and the reasons you gave for the increase 
are in your own books. I quote:

In  fiscal 1963 funding the increase d cos t is caused by stepped-up procurement 
of heavy equipment and ot her commodities.

Mr. Gaud. Th at is right.
Mr. Passman. There is a slight increase in the number of technicians 

and increased training activities  ?
Is that the  purpose for  which you used the $1.8 million ?
Mr. Gaud. That is right as fa r as the first question is concerned.

However, the $1.8 mil lion was obligated for equipment and material 
essential to increase the pace of the road construstion.

Mr. P assman. Have you reduced your request in this category ?
Mr. Gaud. You mean for the next year  ?
Mr. P assman. Yes.
Mr. Gaud. It  could be.
Mr. P assman. If  I  had no t proceeded in to this  line of examination, 

we would never have known, would we ?
Mr. Gaud. Th at is quite likely.
Mr. P assman. Thank you.

CENTO
You had a 1962 program of $2,308,000 for  CENTO ?
Mr. Gaud. Yes, sir.
Mr. Passman. You are requesting --------
Mr. Gaud. For CEN TO ; yes, sir.
Mr. Passman. Are we dealing with the same project the  book esti­

mated at $1,750,000? You increased tha t in 1962 to $2,380,000?
Mr. Tennant. That is correct.
Mr. Gaud. Right .
Mr. Passman. For what purpose was the increase?
Mr. Gaud. The increase is in a project shown on page 833 of the

project book, the Regional Civil Airway System.
Mr. P assman. Is th at the project  where you are  going back to fiscal

1961 and fiscal 1962, and for  which you had $1.5 million in each of 
those years ?

Mr. Gaud. Yes, sir.
Mr. Passman. At the end of fiscal 1962 you had unliquidated 

$2,150,000?
Mr. Gaud. Yes, sir.
We have had a grea t deal of trouble entering into a contract  for 

tha t equipment. We finally did it, gett ing a satisfactory contractor.
Mr. Passman. You would have had a going project, and a satis­

factory project, if you had not increased the allocati
would you not?ould you not ?

Mr. Gaud. Tha t I am not so sure of.
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Mr. Passman. You said in your book, and I am going to quote 
again:

* * * I t is pr oc ee di ng  a t a  sa ti sf ac to ry  ra te  fo r ta rg e t co mplet ion in 1964.

All that  was put  down before you increased the allocation.
Am I reading correctly ?
Mr. Gaud. You certainly are.
The additional money obligated in fiscal year 1962 was to purchase 

some rada r equipment for the airp ort at Ankara which was done on 
the recommendation of the technicians from the FAA  who are in 
charge of the project.

Mr. Passman. Supplementary to the answer you gave us a while 
ago?

Mr. Gaud. I did not say this  a minute ago.
Mr. Passman. You did not ?
Mr. Gaud. I beg your pardon. I said the reason we had been so slow 

in getting  along with the project was tha t we had a grea t deal of 
trouble in gettin g a satisfactory contractor.

In  response to the next question, as to why we added this  money, 
I am saying the reason we obligated this  par ticu lar money was on 
the recommendation of the FAA tha t we needed some additiona l ra dar  
equipment for the project.

Mr. Passman. You have not spent it but obligated it ?
Mr. Gaud. Yes, sir.
Mr. Passman What amount did you have unliquidated on this 

CENTO project?
UNLIQUIDATED OBLIGATIONS

Mr. Tennant. The unliquidated tota l on Jun e 30 is $17,223,000, but 
this includes other projects as well.

NES A Regional Projects

Mr. Passman. Regional projec ts: In the 1962 program you had 
$3,451,000?

Mr. Gaud. Yes, sir.
Mr. Passman. The figure for fiscal year 1963 is-------- ?
Mr. Gaud. Yes, sir.
Mr. P assman. Wh at is the amount of unliquidated funds to the 

cred it of the regional projects ?
Mr Tennant. For  all regional projects-----
Mr. Rooney. Mr. Chairman, this is jus t pa rt of the regional pro j­

ects. This is the Near E ast  and South Asian regional projects.
Mr. Gaud. Tha t is right.
Mr. Rooney. CENTO is an entire ly different item.
Mr. Passman. We left CENTO altogether. I intended to yield to 

you on CENTO.
Mr. Rooney. Tha t is all right.
Mr. Chairman, I  wondered why you skipped page 263 and then went 

on to CENTO.
Mr. Passman. Where is page 263 ?
I am sorry. That is the last one on my list.
Mr. Rooney. It  is the next project following Yemen, the one that 

you a re on now, whereas you have a lready gone on to CENTO.
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Mr. P assman. I thought I  was tak ing them in order.
I had gone through the list country by country and then picked up 

CENTO.
I am sorry I  did not yield.
Mr. Rooney. I t is not too important.
Mr. Passman. I  want the gentleman from New York to see this. 

When we picked up the pages to be typed, they were put on there out 
of order.

Mr. Rooney. I assume we are on the last one.
Mr. Passman. I do not know about that.  We migh t go a little 

further.
I want to say that the taxpayers are not gett ing a fa ir shake be­

cause, of necessity, we are jumping  over projects  that may require 
years and years and billions of dollars to bring to conclusion.

UNL IQU IDATED  BALANCE UNDER  REGIONAL PROJECTS

Now, regional projects. What is the unliquida ted amount ?
Mr. Tennant. Near East Regional, $31,788,000.
Mr.Gaud. What?
Mr. Passman. Th at is right .
Mr. Gaud. This  could not be. We have not obligated this much.
Mr. P assman. I asked what sum you had on hand  unl iquidated.
Mr. Tennant. These are transactions going  back into the past.
Mr. Passman. From previous years, unliquidated.
Mr. Tennant. There is some question about this figure. We will 

have to make an analysis  of it, sir.
I think there  may be some development assistance money in there.
Mr. Gaud. We will supply the figure.
Mr. Passman. What  figure did you give us, subject to any revisions ?
Mr. Tennant. $31,788,000.
Mr. Passman. Tha t does not include CENTO ?
Mr. Tennant. Th at is righ t.
Mr. Passman. You are giving  tha t figure f rom the totals that you 

have available now from your record ?
Mr. T ennant. Yes.
Mr. Passman. May I see that if it is not a classified document ?
Mr. Tennant. Yes.
Mr. P assman. Because I  have some figures too.
(Off the record.)
Mr. P assman. Subject to  revision, if  there  is an er ror, but as of this 

time you have to the credit of the regional p rojects  $31,788,000. Does 
that satisfy you for the record, when I  say “ subject to revision” ?

Mr. T ennant. Yes.
Mr. Passman. Regional projects could be for your entire 19 coun­

tries ?
Mr. Tennant. Yes. The projec ts could be most anywhere in the 

region.
Mr. P assman. You do not pin it  down for countries.
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(The information  follows:)
U nliq uidate d Obligations for Near E ast and South  Asia  R egional P roje cs

The figure of $31,788,000 is co rrec t; it represents the current est imate  of un­
liquidated oblga tions for  Near East and South Asia regional projects , as of 
Jun e 30, 1962.

AMERICAN UNIVERSITY AT BEIRUT

Mr. Passman. You have the American University a t Beirut ?
Mr. Gaud. Yes, sir.
Mr. Passman. Do you know anything about th is new medical school 

and whether it has been completed and staffed ?
Mr. Gaud. I do not know about the medical school.
Mr. P assman. Are you famil iar with it, Mr. Secretary  ? They are 

building a new medical school.
Mr. Lee. Yes. I have heard discussions of that . I do not know the 

details.
Mr. Passman. It  is my understanding they have students from 61 

nations of the world in attendance at the university. Are you 
familiar  with that matter ?

Mr. L ee . I know th is is a university system tha t provides training  
for a wide area. 1 have heard it well spoken of as a train ing  program.

Mr. Passman. It  enjoys a great reputation  in that  par t of the world ?
Mr. Lee. I think tha t is right.
Mr. P assman. Is it not true  many of the leaders of tha t par t of 

the world are graduates  of the American University at Beirut?
Mr. Lee. I believe a lot of the leaders have gone there.
Mr. Passman. I think tha t one of the prerequisites of gaining  en­

trance is, you must be able to speak English.
Mr. Lee. The instruction is mostly in English.
Mr. Passman. I think it is a good show window of what higher 

learning means. I have never heard anything uncomplimentary about 
this university.

It  is nonsectarian ?
Mr. Lee. Yes.
Mr. P assman. You do not disagree with me in my estimate of the 

university ?
Mr. Gaud. I certainly do not.
Mr. P assman. It  is my understanding tha t they are having to dig 

into thei r reserves to be able to finance the institut ion. Are you 
fami liar with that situation ?

Mr. Gaud. I have heard that.
Mr. P assman. If  the university is what we believe it is, and what 

the records indicate, then  I certainly wish you would have a good 
close look at  it. I want you to know I have no personal interest, no 
selfish interest.

(Off the record.)
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Mr. Rooney. I was on an official trip  one time some 8 years ago, 
and the Associate Commissioner of Immigration  was in our group. 
His name was A1 Devaney, and he suffered a heart attack  while we 
were in Beirut.  We had to put  him in the hospital at the American 
University there. This was at the time of President Eisenhower’s 
hear t attack, a nd i t so happened tha t the doctor who was on th e staff 
of the hospital there studied in Boston for 3 years under  Dr. Dudley 
White. A1 Devaney had very, very good attention there. Unfor ­
tunately, it was a very severe attack  and he passed away 4 or 5 months 
afte r his return to the United States.

Mr. P assman. The fact tha t they are establishing this medical 
school there to take care of the students in tha t part of the world, to 
me looks very encouraging.

I do not want to overstate the case, o r to understate  it. I think it 
is a great institut ion, and entitled  to your careful consideration.

Mr. Lee. This is, relat ively speaking, an old American experiment 
in educating foreign  leaders. I think this is a place we can see the 
results. We cannot do it all in this university. I think it is only 
fai r to say the A ID program in many of these countries is at tempting 
in somewhat varying methods to duplicate this job of getting at the 
future leaders of the various countries concerned. So I would not say 
the whole thing is parallel,  but is relevant to what some of the other 
programs are tryi ng to do.

Mr. Passman. I th ink the record should show that  the percentage of 
aid to the university , as compared to the investment, is a very small 
part of the tota l. I would say th at the grant s you have made to thei r 
budget is a very small percentage of the total  cost of meeting the 
expenses of running the  university.

Mr. Lee. I would assume that is so.
Mr. Passman. Thank you.

assistance to nesa countries from nonaid free world sources

The information previously requested on assistance to countries in 
this  region from nonaid free world countries has been received and 
will be made a pa rt of the record a t this point.

(The matter refe rred to follows:)
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Assis tan ce to N E S A  cou ntr ies from  n o n -A ID  fre e world  sources, fis ca l year 1963
[In  m illi ons o f dolla rs]

Unl iqui ­
da ted, Ju ne  

30, 1962

Es tim ated  
ob lig at ions  
fiscal yea r 

1963

To ta l ava il­
ab ili ty , fiscal 

year 1963

Afg han istan:
11.8 11.8

(■)
1.0UNTA  ......................................................................

Othe r free world:
.5 2 5.0
.2 ’ 1.5

.1
Ceylon:

Pu bl ic  L aw  480:
Ti tle  I ................................................................... 8.3 5.0 13.3
Ti tle  IT ............................................................. 1.1
Ti tle  i l l  ........................................................ 2.5

IB R D  .......................................................................... 16.6
UNTA  ....................................................................... (’)

w
(«)

Othe r free world :

w
5.0

Cy pru s:
5.5 5.5

IB R D  .............................................-............................. 14.0 .7 14.7
TJ N Special  fund _ ______________________________ 1.4 1.4
Othe r free world:

Uni ted Ki ng do m_________________________________ 16.8 10.0 26.8
West  German y__________________________________ 3.0 5.0 8.0

Greece:
Pu bl ic  L aw  480:

Ti tle  I ............................................................................ 3.9 10.0 13.9
Titl e II I ........................................................... 10.0 10.0

Ex-Im  . .  ___________________________________ 3.7 5.0 8.7
M AP ________ __________ _______- ...........- (*)
Eu ropean  Econom ic Co mm itte e Dev elo pm en t Fun d . . .  
OEC D conso rtiu m (other th an  U .S .)__________________

125.0 125.0
40.0 40.0

Other  free w orld:
We st Ge rm an y__________________________________ 4.0 50.0 54.0
Ita lia n rep ara tions  ______________________________ 4.0 4.0

India:
Pu bl ic  Law 480:

Ti tle  I .................................................................................... 769.6 350.0 1,119.6
Ti tle  II  .......................................... ................................... 2.7 2.0 4.7
Ti tle  II I - ...... ................................ 19.4

Ex-Im  ............. ........................ ......................................... . . 122.7 50.0 172.7
IB R D  ................................. ..................-.............. . ’ 170.1 19.5
ID A .................... 18.8
Ot he r free world:  •

N et he rl an ds ......................... ..................................- ........ - - 11.0 11.0
France  ...........  - - - - - - -_______________ -- -- -- - 60.0 60.0
Belgium  _________  _______________________ 10.0 10.0
Un ite d Kingdom _______ ______ - ................................. 266.0 266.0
Ca na da  ......................................................................... 61.0 61.0
German y______________________________________ -- 364.0 364.0
Ja pa n ..............................................- ____ -_________ 105.0 105.0
Ital y ____________- .............................................. ........... 53.0 53.0
A u str ia _______ -__________ ____ _________________ 5.0 5.0

Iran :
Pu bl ic  L aw 480:

Ti tle  I ............................. ...................................................... 9.1 3.0 12.1
Ti tle  I I ............................... .................................................. 4.9 5.0 9.9
Ti tle  I I I .................................................................................. 1.8 1.8

Ex -Im ______________________________________________ 16.4 10.0 26.4
M A P............................................................................................... (*)
IB R D ............................................................................................. 36.0 36.0
IF C  . ...........................................................................
U N TA ........................ . ........................... . ....................................
UN Special Fund____________________________________
O th er  free wor ld

Iraq :
M AP (less th an  $50,000).............................................................

See footnotes a t end of table.
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Assistance to N E SA  countr ies fro m no n- AID  free world sources, fiscal year 
1963—C on tin ued 
[In millions of dollars]

Unliqu i­
dat ed , Jun e 

30, 1962

Estim ate d 
obligations  
fiscal year 

1963

To tal  avail­
abi lity , fiscal 

year  1963

Israel:
Public Law 480:

Tit le I ................................................................................
Tit le I I ...............................................................................
Tit le I II .............................................................................

Ex-Im ...................................... .................. ..............................
IB RD.......................................................................................
UN TA ......................................................................................
U.N.  Special Fun d___________ ___________ _________
Othe r free world:

West Germany rep ara tions______________________
West Germany re stit ution payme nts ______________
World Je wry--------------------------------- -------------------

Jordan:
Public  Law  480:

Tit le I I . .............................................................................
Tit le I II .......................... . .................................................

Ex-Im ........................ . .................. . ........ . ............................ .
MAP .........................................................................................
ID A......................................................................... ................
UN TA ......................................................................................
U.N . Special Fun d_________________________________
UN RW A (Pale stine  refugees). .................................. ...........
Other free world:

United  K ingdom _______________________________
West  G erm any _________________________________
Ku wa it.......................... . ........... . ........ . . . ........ . .............

Lebanon:
Ex-Im _____ ____________ _____ ___________________
M AP................................................ . ......................................
IB R D ............ ..........................................................................
UNTA......................................................................................
U.N.  Special F un d_________________________________
Oth er free world:

France______________________________ _________
West  G erm any --------------------------------------------------

40.9 28.0 68.9

1.8
35.0
20.0
1.0

35.0
80.0
70.0

(‘)
(‘)

1.6
7.1
2.0

7.2
1.5

(*)
3.0

21.0

.8

12.6
(‘)

15.0

6.3
.8

(')

1.0

1.8
42.1
68.6
1.0

35.0
80.0
70.0

7.2
1.5
1.6 
7.1

3.0

15.0

6.3
.8

21.0

.8

12.6
1.0

Nepal:
Public L aw 480: T itle  I I........................................................
U. N. —General____________________________________
U.N.  Special F un d............... ......................... .........................
Other free world:

In dia................ . .............................. .................... .............
United Kin gdo m_______________________________
West  Germa ny________________________________
Ford Foundat ion _______________________________

Pakis tan :
Pub lic  Law 480:

Ti tle  I ................................................................................
Tit le I I ..............................................................................
Tit le I II .............................................................................

Ex-Im ............................. ........... . ...........................................

38.0
2.0

‘)
«)

145.7
.9

.5

.1

.5

20.0
2.0
1.0
.1

150.0
3.1

.5

.1

.4

.5

.9

58.0
4.0
1.0
.1

295.7
4.0

MAP........................................................................................
IB RD .......................................................................................
IF C ...........................................................................................
ID A..........................................................................................

10.9

[Note: The  following are com mitmen ts und er the  aid 
consortium for the 2-year period  1961-62,1962-63, for which 
no ann ual  b reakdown  is presently avai lable:]

Canad a....................................................... .......................
Fra nce_____ __________________________________
Germany _____________________________________
Ja pa n____ ____________________________________
United  Kingdom_______________________________

122.7
4.0

21.0

25.0
(')

35.9

’ 173.4

122.7
4.0

194.4

Syria:
Pub lic  Law 480:

Tit le I ................................................................................
Tit le I I ...............................................................................

Ex-Im ......... .................. . ......... ....................... . ......................

38.0
25.0
80.0
45.0
47.6

14.2
7.0
5.0

See footnotes a t end of table.

38.0
25.0
80.0
45.0
47.6

14.2
7.0
5.0



Assistance to N E SA  countr ies from no n- AID  free world sources, fisca l year 
1968—C ontin ued 
[I n  m illio ns of dollars]

Unl iq ui ­
da te d,  Ju ne  

30, 1962

Tu rkey :
Pu bl ic  L aw  480:

Tit le  I ___________ __________ ____________________ 42.5
Tit le  I I .................................................. ................... ............ 4.1
Tit le  I I I ............................................ ......................................

Ex- Im .................................................... . ........................................ 30.9
M A P ................................................. ................................ . ..........
IB R D ______________________________________________
IM F ......... .......... ....................... ................................ . .................. 31.0
Eu rope an  M on etar y Agree men t____ ___________ _______
U N T A ........................................................... . ............ . ................

20 0
1

U.N . Specia l F u n d ............ ...  .................................  ............... }.......................
O EC D  consor tiu m co un tri es  othe r th an  Uni ted Sta tes

(pu bli c c ap ita l onl y)...................... ............ .......................... 25.0
Uni ted Arab Re publ ic:

Pu bl ic  La w 480:
Titl e I ___________ ______ ____________________ 78.6
Ti tle I I .................... .......... ................. ............................. 12.3
Tit le  I I I ............................................................................... .

Ex- Im _________ ___ _____ _ __________________ _ . 2.2
IB R D _________________ ____ ________________________ 6.8Yem en:
Pu bl ic  L aw  480: T it le  I I ___________________ ______ _ 2.1

Es tim at ed To ta l ava il-
ob ligations ab ili ty , fiscal
fiscal ye ar 

1963
year 1963

70.0 112.5
2.5 6.6
1.4 1.4

30.9
(')

20.0 20.0
_____________ 31.0

20.0
.112 .112

100.00 125.00

84.0 162.6
12.3

27.5 27.5
2.2
6.8

3.5 5.6

1 Classified.
1 5-year plan  c om mitm en t is  $50,000,000.
3 5-year plan  c om mitm en t is  $80,000,000.
* N ot  a vai lab le.
3 D oes no t inc lud e consor tiu m co mmitm en t o f $200,000,000 as of Ju ly  1962.
3 Fig ure s are  a id  co ns or tiu m c om mitm en ts as of M ay  1961 for 1961-62 an d 1962-63, p lus  ad di tio na l com ­

m itm en ts  as  of  Ju ly  1962 for the sam e pe riod.
7 Fig ure  re presen ts un co mmitted  re maind er  of IB R D /I D A  s hare  of co nsor tium to ta l; lar ge r part  of th is  exp ect ed to come from ID A

Mr. Passman. I have profound respect and high regard for each 
of you.

I t has been a pleasure to work with you.
Mr. Gaud. Thank you, Mr. Chairman.
Mr. Passman. The subcommittee will adjourn unt il 10 a.m., 

tomorrow.



F riday , A ugust 3, 1962.

FA R  E A ST

WITNESSES
HON. W. AVER ELL HARRIMAN, ASSISTANT SECRETARY OF STATE

FOR FAR EASTERN AFF AIRS
HON. SEYMOUR J. JANOW, ASSISTANT ADMINISTRATOR, BUREAU

FOR FAR EAST, AID
AVERY F. PETERSON, DEPUTY ASSISTANT SECRETARY OF STATE,

FAR EASTERN ECONOMIC AFFAIRS 
EDWARD F. TENN ANT, ACTING CONTROLLER, AID 
LEIG H M. MILLER, LEGISLATIVE PROGRAMS COORDINATOR, AID 
RUTHERFORD M. POATS, SPECIAL ASSISTANT,  BUREAU FOR FAR

EAST, AID
CHARLES R. HARKINS,  OFFICE OF DEVELOPMENT PLANNING,

BUREAU FOR FAR  EAST, AID
HEN RY J. SANDRI,  FORE IGN AID ADVISER, BUREAU OF FAR

EASTERN AFF AIR S, STATE

M r. P ass man. The  co m m itt ee  wi ll come to  orde r.
W e h av e w ith  u s t h is  m orn in g th e H on or ab le  W . Ave re ll H ar ri m an , 

A ss is ta nt Sec re ta ry  of  S ta te  fo r F a r E as te rn  A ffai rs , an d th e H onor­
ab le  Se ym ou r J . Ja now , A ss is ta nt A dm in is tr at or,  B ur ea u fo r F a r 
E as t,  A ID , a cc om pa nied  by t h e ir  su ppo rt in g w itn ess es.

B ef or e pr oc ee di ng  w it h  th e ex am in at io n of  th e requ es ts to  op er at e 
th e fo re ig n-a id  p ro gra m  fo r th e  F a r  E as te rn  Se ct io n fo r fisca l 1963, 
I  th in k  it  is pr ob ab ly  no t in appro pri a te  fo r me  to  men tio n a te le ­
g ra m  which  was  h an ded  to  me  ju st  be fo re I  le ft  t he office—a message 
th a t is ty p ic al  of  ve ry  m an y th a t have  been co ming to  me.

I  qu ot e po rt io ns  of  th e t e x t :
Hon. Otto Passman,
Chairman, House Appropriat ions Subcommittee,
Wash ington, D.C.:

Following our  conversation of last  night, I salute  you * * *. The hith erto  
fiscal fiasco in permit ting  the denigra tion  of our marginal  gold gua ran tee  is 
ample  proof  th at  this spen dthr ift  spree must cease ins tan ter , les t we all become 
legal paup ers. I shall strive to do every thing  in my power to ass ist you in 
preventing at  lea st 2 billions of  bullion of aid, so-called, from being dissipa ted 
to the four  winds of the world.

Very s incere ly yours ,
I. Vera Vincent,

President, R. W. Publish ing Co., and Slogan House, Sev ille  Hotel, New 
Yor k City.
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Mr. H arriman. I shall be glad to get you some from New York ap­
proving of foreign aid if  you wish telegrams sent in.

Mr. Passman. I am sure—with all the money the administration  
has spent, and all th e “pie in the sky” t ha t has been floating around, 
along with the hundreds of millions of dollars spent to get propaganda  
to the American people—you could do it, sir.

Mr. Harriman. These would be my own friends and not public 
money.

Mr. Passman. You would not have to use public money.
I am famil iar with  the money dissipated in the 50 States to promote 

this program. I shall not quarrel with  you, however.

TREASURY RECEIPTS AND WITHDRAWALS

Last year we reached an alltime high in tax collections and budg­
etary receipts.

We also established another record in fiscal 1962, and tha t was for 
expenditures.

For  the first 30 days of J uly , to  run this Government, we ha d with­
drawn from the U.S. Treasury $9,190,346,879.91.

Contras t tha t, if  you will, w ith the withdrawals l ast year, a peak 
year, fo r the corresponding 30 days, of $7,598,354,888.89.

We have simply been run ning wild with expenditures during the 
first 30 days of th is fiscal year, or else a lot  of invoices became mixed 
up downtown and did not get through for payment in June , so as to 
make some persons’ estimate of the deficit pinpo int the prediction. 
It  is one or the other.

I  submit for  the record the Treasury statement for Ju ly 30, 1962:
(The statement referred to follows:)
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AID ECONOMIC ASSISTANCE PROGRAM IN  FAR EAST

Mr. Passman. I  think we should also indicate the fact  tha t the 
mutual security category of the foreign aid program, which has 19 
spigots from which funds can be drawn, would indicate, I believe, 
these fa cts:

Development grants , for the F ar  East only, $75 m illion; supporting 
assistance, $349,100,000; development credits, $200 million—for a 
tota l of $624,100,000.

At th is time we shall be very pleased to hear from the  distinguished 
Assistant Secretary of State for Fa r Eastern Affairs, Governor 
Harr iman.

Statement of the A ssistant Secretary of State for Far Eastern 
Affairs

Mr. Harriman. Thank you, Mr. Chairm an and members of the 
committee.

I have a prepared  statement here. I t consists of about 25 pages. 
I shall be very g lad to read it or to b rief  i t extemporaneously and put 
the to tal s tatement  in the record, whichever would be your preference, 
sir.

Mr. Passman. I t is no t a question of my preference  but  a question 
of the rules of the committee, tha t all statements be read into the 
record. So, please take your time and read the statement, sir.

Mr. H arriman. I am very appreciative of the time you take. There 
are other committees which p refe r it  the other way.

Mr. Passman. We find it is preferable  to have the statements read 
into the record, and while you are reading we shall pay part icular 
attent ion and make notes of a pertinent nature.

Mr. Harriman. Mr. Chairman, it is a privilege to appea r before 
the Subcommittee on Appropriation s to ask your support of the 
undertaking by the United States  to provide defensive and economic 
supp ort in areas of the world where people seek to mainta in thei r 
freedom and to improve th eir lot  and their opportunity. Like myself, 
several members of this  committee have been identified with this 
unde rtaking since the prospect of a reconstructed Europe was first 
pictured in the repo rt to the Congress 16 years ago, in which I 
partic ipated.

As you know, I  was involved in  the Marshal l plan t ha t was success­
ful in helping Western  Europe to rebuild its vital ity from the dev­
astation and dislocation left  by the war. Perhaps you have noticed 
the European countries are repay ing some of the loans now which 
were made at the time of  the M arshall  plan.

Mr. P assman. Tha t is encouraging to the committee, Governor, and 
thanks for whatever p art  you h ad to do with it, and I am sure it was 
a lot.

However, it has  been our understanding that we are collecting loans 
up to some 35 years or more in advance, by pleading with  these people, 
so as to improve our balance-of-payments position.

Mr. H arriman. In this program which we are put ting  before you, 
I shall be glad to give details,  a very large pa rt of the program con­
sists of expenditures in the United States and does not mean a gold 
drain.

87948— 62— pt. 3------34
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PERCENT OF AID FUNDS SPE NT IN  TH E UNIT ED STATES

Mr. Passman. We have been told tha t 80 percent of the funds we 
appropria te are spent in America. Is  that correct ?

Mr. J anow. Approximately tha t.
Mr. Passman. We wTere told yesterday by your coun terpa rt for 

another area th at for his region 93 percent of all  the funds were spent 
here in America.

But, the point  tha t must be kept in mind is t ha t when the manu­
facturers ship out goods to recipient countries agains t this  foreign 
aid program, the invoices are not mailed to the recipient countries to 
be paid from their  foreign exchange earnings  and dollars, bu t are sent 
for payment to the U.S. Treasury.

I think that when we are pointing out what is being spent in America 
we should also, as far  as possible, indicate tha t all dollars, 100 per­
cent, eventually are spent  in America, either for goods we produce or 
for gold or for  our securities. But, even though the dollars are spent 
here, the invoices are paid by the  U.S. Treasury , and not by the re­
cipient nations.

Have I stated  the situation correct ly ?
Mr. Harriman. I wouldn’t put i t in tha t context.
Mr. Passman. I would not thin k that you would. But, is my state­ment not accurate ?
Mr. H arriman. The facts  are not wrong. We are spending money 

because we think it is in the best interest of the American people.
There has been a general impression, sir, tha t foreign  aid is the 

total of the outflow of gold w’hereas the overwhelming majori ty of 
funds are spent here so we are giving  American material and labor, rather than  gold.

Mr. Passman. Governor, I have a very high respect for  your knowl­
edge, because I do know you a re one of America’s outstanding busi­
nessmen. I want to get all the information I can, and I hope you so understand it.

Even though some of the world’s nations are new and primitive, 
and some are very small, they earn certain foreign exchange and cer­
tain dollar  credits from their e xpo rts; do they not?

Mr. Harriman. Tha t is correct.
Mr. P assman. Under normal conditions those earned dollars would 

enter into the channels of commerce and would eventually purchase something that  is produced in America?
Air. Harriman. Foreign exchange is either used in the United States  or for purchases in other countries.
Mr. P assman. It  eventually works its way home to some extent?
Mr. Harriman. Yes.

FOREIGN AID RELEASES DOLLARS OWNED BY RECIPIENTS

Mr. Passman. If  we c redit to these nat ions dolla rs by which they 
could requisition their requirements from America, and ship out to 
them what they requisition agains t these dollar credits, would tha t 
procedure not release thei r dollar earnings for them to do as they migh t see fit?
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Mr. Harriman. I am not sure I understand what you are refe r­
ring  to. We take into account in estimated requirements of these 
countries in terms of achieving our objectives the amount of for ­
eign exchange which they have and the purchases which they make 
for other needs rathe r than those we supply.

Of course, as you pointed out, of the $624 million, $200 mill ion out 
of development loans we hope some day will be repaid  jus t as they 
were in the Marshal l plan.

Very few people thought the Marshall plan countries would repay 
these loans.

Mr. Passman. They have repaid about li/2 percent, have they not, 
of the total aid tha t went in ?

Mr. H arriman. I haven’t the  figures with me but they have repaid 
a very large percentage  of the loans th at were made in connection with 
the Marshall plan.

Mr. P assman. Yes, pe rhaps, for the loans; bu t loans have been but 
a very small percentage of all the aid given.

Mr. Harriman. Not the Marshal l p lan itself.
Mr. P assman. I refer to aid given European nations.
We are considering billions of dollars.
If  you credit dollars to these aid-recipient nations, either g rants, or 

under the disguise of loans, then whatever these people need—trucks, 
tractors, automobiles, pharmaceutica ls, insecticides—they can requisi­
tion, and you charge aga inst this nation when the U.S. Treasury pays 
the invoice against this credit. We have no control over the  internal  
operations of the governments of those nations.

When you credit them with dollars and they requisition what they 
need against those dollars, th at releases to them the ir dollars and other 
foreign exchange earnings to buy whatever they wish, whether it be 
gold or securities or goods or services.

Mr. H arriman. They couldn’t afford to buy these products  which 
we are  planning to furni sh them from the ir own foreign exchange, 
anyway.

Mr. Passman. Let us consider one example.
In  the last quarte r of la st year we gave Ir an  $15 million out of the 

President’s contingency fund. This was direct budgetary support. 
During the same month they bought  $16,100,000 worth  of our gold, 
even though we discouraged it. We gave them dollars and they bought 
our gold.

We find similar situations all over the world.
Mr. PIarriman. I am sure these matte rs have been carefully  con­

sidered in each case.
Mr. Passman. We hope that  is true in your area. It  has not been 

true with regard to others.
Mr. Harriman. All right, sir.

EFF ECT O F M A RSH ALL PL A N  O N E UR OP E

I want to point out t ha t I recommended when I was in Moscow in 
1945 that Europe  would be in a difficult position, that  she would need 
capital  to reestablish her industry-----

Mr. P assman. What page are you on ?
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Mr. H arriman. I am int erj ec tin g. I am stil l on page 1. Not  only 
he r fac tor ies  bu t she would also  need  working capi ta l to  ge t her 
tra de  goin g aga in.

I said it  w as my jud gm ent—th is was in Ma rch  o f 1945—that Stal in  
and C omm unis t Rus sia believed the y c ould  take ov er all of Eu rope .

The fact  of  the  mat te r is th at  the  Ma rsh all  pla n helped  to  stop  
St al in ’s amb itio ns to take ove r a wa r-t orn Western  Eu rope  which he 
had th ou gh t wou ld fall  an  easy  pr ey  to communism. As  a re su lt of  the 
ini tia tiv e of the Un ite d State s and the  gen ius  an d ha rd  work of  the  
Eu ropean  people , t he Ma rshall  plan  succeeded beyond any one ’s hopes. 
It  was a bipa rti san pro gra m.  As  Sena tor  Vandenberg used to say, 
it was unpa rti san.

I am sorry  Mr. Ta ber is not  h ere  because he pa rt ic ipated  in the  dis ­
cussion in t he very  earl y p ar t o f the p rog ram .

Today, we have  in Europ e s tro ng  and  vigorous alli es who a re wi llin g 
and  able  t o join  with us in assis ting the dev eloping countries. W ith  
the  same ene rgy  and de ter mi na tio n the  fre e nations  of  the  wor ld, 
working  together,  can now stop Kh rus hchev and Red  Ch ina  in their 
ambiti on to take over the  underdeve loped nations of  the wor ld, jus t 
as we stop ped  S tal in.

In  my pre sen t pos ition as As sis tan t Secre tar y of  State  fo r F a r 
Ea ste rn  Affairs , I  welcome th is  opp or tuni ty  to testi fy  b efore th is sub ­
commit tee in support  of  the  foreig n aid program  fo r the  fiscal year 
1963 fo r the  F ar Ea ste rn  area. My observatio ns in supp ort of the  
mili ta ry  aid  and  int ern ati on al develop men t program s will be in gen­
era l n atu re . Ot he r r epresent atives of  the  De pa rtm en t o f S ta te  and the  
Agency for In ternat iona l Developmen t will discuss the  specific ou t­
lines of  these  pro grams.

IMP ORTANCE OF FAR EAST

Geograp hically, my are a of responsibil ity—the  F a r Eas t—extend s 
from  Ko rea  and  Ja pa n in northeast Asia through  China and south 
east Asia, wes tward to Bu rm a and  south throug h Ind onesi a to Au s­
tr al ia  and New Zealand .

Al tog eth er,  the  Asian F a r Eas t comprises appro xim ate ly one-third 
of  the  entire  populat ion  of  the  earth . The major ity  of these peop le 
are  liv ing under the  con trol  of  comm unism  and  the  rem ain der are 
di rectl y under th e shadow o f the Chinese Com mun ist th reat . The free 
na tio ns  of  th is area, ly ing  along the  pe rip he ry  of  Red  China, sha re 
many chara cte ris tics o ther  than th is common da ng er  ari sin g fro m thei r 
prox im ity  to  Communis t China . They are  la rgely  new nat ions. W ith  
the  exce ption of  Ja pa n,  Au str ali a, and  New Zea land, they are  eco­
nom ically only on the thre shold  of development. Besides the  economic 
poverty  and  low sta nd ard of  liv ing th at  acco mpanies  th is stage of 
deve lopm ent,  these cou ntr ies  sha re othe r prob lems. Lack of  d eve lop­
men tal capit al,  lack of  sk illed labo r, lack  of  a dm in ist ra tiv e experien ce 
and  persons tra ined  to  adminis ter , lack of  adequ ate  pub lic healt h 
system s, il lit era cy—thes e a re b ut  a few o f th e l ong cata log  of p roblems 
that  beset these  coun tries.

These , the n, are  the  two  key problem s in the Asian F ar Eas t— the  
Com munist  th re at  of aggress ion and  subvers ion ag ain st the free na ­
tions of  the area, and  the  ove rridin g poverty  a nd  lack of  development 
of  the  manifold  hum an and n atur al  resources o f these new nat ions.
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GNP OF COUNTRIES IN  FAR EAST

Average income is less than  $100 per capita in the Asian countries, 
leaving out Australia and New Zealand.

Mr. Passman. We are talk ing about the gross national product of 
these nations. I have always tried to unders tand it.

I have a sh irt on fo r which I paid  $8.95. I was in Japan and bought 
a comparable shi rt for $2.30.

This shi rt moves into our GNP at $8.95. The shi rt of comparable 
quality in Japan moves into the GNP there at $2.30. Is  t ha t about 
how it operates ?

Mr. Harriman. I don’t know the exact figures.
Mr. P assman. You take thei r totals according to th eir price index. 

Is tha t correct ?
Mr. H arriman. Th at is right.
Mr. Passman. Does i t not follow that  in America, where w’e had 

a $500 billion GNP last  year, if we should go back and pick up the 
1939 price tags  and put  them over in to the 1961 uni t production,  in­
stead of having a $500 billion GNP we would have a GNP of about 
$233 billion ?

It  was explained  to me by some of the economists out in those 
countries tha t a GNP  there of $100 billion might possibly be as high 
as a $657 billion GNP  in America if you pu t the American price tag 
on their un it production.

Mr. Harriman. I think if they were able to buy the things they 
should, yes. Bu t if you saw the  way most of them live it  is different.

Jap an  is moving ahead and I shall mention it later , but  J  apan has 
gone ahead extraord inar ily well and the ir average income is way up. 
As a mat ter of fact, her indus trial  wages are  beg inning  to  approach 
some of the industr ial wages of Europe.

Of course, t ha t is not true  of the  rest of the area where people are 
living -----

Mr. Passman. Bu t the GNP as a measurement would throw  you 
off?

Mr. H arriman. You are quite r ight . I t is not necessarily the  accu­
rate yards tick but it is an indica tion of how litt le they have even with 
difference in prices. Food by and large is short, par ticu larly since 
food is shipped to these countries, many items are of absolute neces­
sity. Medication and tha t sort of t hing are sometimes higher priced 
in these areas.

They don’t have to live in a house of the kind we have here. They 
live under primit ive conditions, shacks, and so on. The ir whole 
standard  of living is completely different.

Mr. P assman. Off the record.
(Discussion held off the record.)
Mr. Passman. Please proceed, Governor.

OBJECTIVES OF AID PROGRAM

Mr. Harriman. These are the twin  and closely related problems 
which the foreign aid program seeks to meet. Stated most simply 
this program is the expression of this  Nation’s willingness to assist 
our friends and allies, the free nations of the Fa r Eas t, to keep the ir
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freedom and independence and  to achieve a standard of living  which 
will make this freedom meaningful.

As President Kennedy said in his special message on urgent na­
tional needs last yea r:

* * * the adversaries of freedom plan to consolidate thei r terr itor y—to ex­
ploit, to control, and finally to destroy the hopes of the world’s newest nat ions; 
and they have ambitions to do it before the end of this decade. It  is a contest 
of will and purpose as well as force and violence—a battle for minds and souls 
as well as lives and territo ry. And in t ha t contest, we cannot stand  aside.

We stand, as we have always stood from our earlies t beginnings, for the 
independence and equality of nations. This Nation was born of revolution 
and raised in freedom. And we do not intend to leave an open road for 
despotism * * *.

M IL IT A R Y  T H R EA T IN  FA R EA ST

The military thre at to the integrity of the free nations of the Fa r 
East is clear. Three million under  arms in Communist China, 300,000 
in North Korea, and 350,000 in North Vietnam are all responsive to 
the Communist ideological and nationalistic objectives.

An expression of the aggressive and subversive nature of th is threat  
is to be found today in Vietnam, which I will discuss more fully later. 
The urgency of the economic and  technical assistance is equally clear. 
The difficulties facing these countries in their task of development 
and satisfaction of the needs of thei r people are tremendous. They 
are compounded by the need to mainta in large military defense forces 
in the face of the Communist military threa t. But without  tangible 
progress in achieving development and raising the standard of living, 
these countries cannot hope to achieve the stabil ity needed to with­
stand the  pressures and probing of communism. Vietnam again fu r­
nishes an illust ration  of the  Communist fear of economic progress and 
the better ing of the  li fe of the people. Land and economic reforms, 
malar ia eradication, road build ing to give the farmers access to a mar­
ket, schoolhouses, all of these have been and are today primary ta r­
gets of Viet-Cong terrorism.

BA SIS OF U .S . AS SIST AN CE  EF FO RT

The effort of the United States to assist these countries is based on 
a broad foundation of national  interest. Fir st, there is the simple 
fact  tha t these countries are free and seek to remain so. Our aid is 
the direct expression of our own tradi tion  and our natural sympathy 
and identity  with new nations seeking to survive. We would not be 
the country we are if this were not so. But equally, the struggle of 
each nation to maintain  its freedom is an integral par t of the  strug­
gle to keep freedom alive in the world. In the fact of the Commu­
nist determination to extend its sway throughout the world, our en­
couragement, economic help, and milita ry assistance are clearly in 
our enlightened self-interest.

The dimensions of the responsibility of the United States in the 
Fa r Eas t are provided bv the reaction of the Chinese Communists 
to the effectiveness of our role. The hostility  and frust rations of the 
Bed Chinese are focused on the United States  because they realize 
that  we are the principal obstacle to the fulfillment of th eir plans of 
conquest for Asia. Consequently, thei r overriding objective is to 
eliminate the presence of the United  States in the Western Pacific.
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I would like to reiterate today what I stated to the Congress in 
previous testimony in a broader context a decade ago:

I am firmly convinced tha t another world war can be prevented, providing, 
and only providing, we give the essential inspirat ion and leadership  to the free 
world, and tha t we can act with wisdom and above all, consistency of purpose. 
As the threat  of Communist imperialism has unfolded, our country has sup­
ported unprecedented policies and programs which have been successful in 
thwarting in many areas the  Kremlin’s aggressive designs.

I am happy to be able to say th at tha t has  proved to be the case so 
fa r as Europe is concerned.

During the period when I made this  statement I was primarily  
concerned, as U.S. representative in Europe under the Economic Co­
operation Administration , with the pressing problems of Europe  and 
later  as Director of the Mutual Security Administration on a world­
wide basis. The economic progress and stabil ity tha t had been 
achieved in Western  Europe are beyond what any of us could have 
projected 14 years ago. From a recipient  of our assistance Western 
Europe has recovered to the point  where it suppor ts a substantial 
share of mutual defense costs, cooperates in economic and technical 
assistance to underdeveloped nations and has become, as an area, a 
vital trad ing  par tne r of the United States  buying more tha n $6 bil­
lion worth of our  products  annually.

RECOVERY OF JA PA N

Today I am concerned with our relations in the Fa r East. I find 
tha t Jap an has performed a miracle as strik ing as tha t which has 
occurred in Europe.  We gave Jap an assistance in the immediate 
post-war years prim arily  in the form of emergency relief supplies. 
Late r, on the basis of its own efforts and re lying on trade  ra ther than 
aid, Japan mobilized its resources and achieved unprecedented eco­
nomic success. Over the pas t decade, Japa n has averaged more 
than  a 9-percent increase in its annual  rate  o f economic growth. It 
is now embarked on a plan,  within the context of the democratic 
princip les and the free enterp rise system which has made its present 
achievements possible, of doubling the national  income within the 
next 10 years.

Today Japan is the largest importer  of American agricultural prod ­
ucts in the world, and next to Canada, our largest single customer. 
As Japa n’s economy has grown, so has our trade with Japan. Our 
export sales to Japan has risen from $600 million in 1955 to $1.7 billion 
in 1961. And Jap an buys more from the United States, more than 
she sells to  us. During the last  5 years the United States sold to 
Jap an some $1.7 billion more merchandise than  we bought from 
Japan. This example proves again tha t our exports grow as other 
countries expand their indust rial production.

The disparity  between the  underdeveloped nations  of the F ar  East  
and the solid base for economic reconstruction  and progress which 
existed in Western Europe and J apan  10 years ago is great. One can­
not draw a precise analogy between what has happened in Western 
Europe and Jap an and what may happen with hard work, wisdom, 
and perseverence in southeast Asia. At the same time, the experience 
of Western Europe and Jap an  has taug ht us that while economic 
assistance a t the appropira te time is essential, proper use of this aid
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requires the presence of other factors. These include a Government 
policy of adequate education and technical train ing, of encourage­
ment to investment and trade, rational  planning by Government and 
the private sector, a dedication to free enterprise  and—most importan t­
ly—a n  ample supply  of initiat ive and self-reliance. To assist J apa n 
to continue her progress, she must have trade  opportunities  in the 
United States and the rest of the world.

EVIDENCES OF COMMUNISTS’ FAILURES

Happi ly, the Fa r Eas t provides other evidence, besides the eco­
nomic success o f Japan,  that  this formula works. For  example, the  
Republic of China has a high potentia l for self-sustaining growth 
and our program there is based on the desire to make the maximum use 
of this potential.  Malaya has defeated the Communist guerrillas , 
achieved a harmonious basis for racia l cooexistence and moved into 
full sovereign status with dignity and prosperity . Hear tening prog­
ress has been achieved in the Philippines,  where the new adminis­
tration, dedicated to probity  in government, has been able to remove 
controls on foreign exchange.

The failu re of the Communist system in the most essential and 
fundamental of all production, that of food, contrasts dramatically 
with the success in the F ar  Ea st of the free enterprise system in fos­
tering agriculture.  Food production has been a failure in every coun­
try  which has adopted Communist methods. Even in the Soviet 
Union Khrushchev has had to admit tha t Soviet agr iculture has failed 
to produce an adequate diet for  the Soviet people. In 1957 Kh ru­
shchev boasted tha t he would overtake the United States by 1961 in 
butter and meat production. Most recently, however, the Soviets have 
had to increase the prices they charge the Soviet people for these 
products  by 25 to 30 percent, bringing the price of butte r, fo r example, 
to almost $2 a pound. In  Communist China food production has 
failed and the commune system collapsed, not  simply because of bad 
weather but because of communism’s failu re to understand tha t agri ­
cultura l production must be based on incentives to free men.

Last May over 60,000 Chinese people fled across the  border from 
the so-called “People’s China” into Hong Kong. The Chinese Com­
munist authorities for reasons which are not clear had relaxed the 
stringent  border controls they normally maintain.  Thousands of 
Chinese farmers and displaced city workers promptly  joined in a mass 
exodus in search of a better life. The reason these people wanted to 
leave is clear. They were simply fed up with a regime tha t has fa iled 
in its p rimary responsibility of providing fo r even the minimum needs 
of its people. The collapse of the Communist economic system im­
posed on the mainland of China has ended the high-touted “great  
leap forward.” Industr ial development has ground to a halt, and 
industrial production has declined substantially. Per  capita output 
of food on mainland China is lower than  the 1950 level, when com­
munism was fastened on that wartorn  land. In  spite of 6 million tons 
of grain purchases from abroad, the food ration is too low to meet the 
human energy requirements for a day’s work. The estimated average 
per capita consumption is 1,900 calories per day.



533

PROGRESS IN  FRE E FAR EAST

In  sharp contrast to the failures  on the mainland  is the progress 
tha t has been achieved by free China on Taiwan. Prov ing what  the 
skills and ha rd work of the Chinese people can accomplish in freedom 
is the 55-percent increase in agricultural production which has been 
achieved on Taiwan during the las t decade. A land reform program, 
which we helped to stimulate, has made i t possible for 86 percent of 
the fa rmers to own thei r own land. Industr ial production  in Taiwan 
has increased by 175 percent during the same period. Overall eco­
nomic growth has been a t the rate  of 7 percent annually.

Similarly, Japa n has done remarkably well. Following on a land 
reform program which practically eliminated tenancy, the Japanese 
have increased agricultu ral product ion by almost 50 percent over the 
1952-54 average. I have already mentioned the strik ing achieve­
ments of Jap an  u nder  a democratic government with free enterprise 
in overall economic progress.

Beginning  with individual countries of the area, I should now like 
to review briefly  some of the major events in the Fa r Eas t during 
the past year, with emphasis on those t ha t are of par ticu lar signifi­
cance to our foreign policy objectives and the  most effective utilization 
of our foreign assistance.

Three of the countries which account fo r the larges t part  of the aid 
program are artificial ly divided, with borders on Communist-con­
trolled terri torie s and  Communist forces in position  across the demar­
cation lines. The combined effect of a fracturing  of economic ties 
and the poised security thre at is to cause gross disbalance in military 
budget requirements in relation to resources. As a consequence, ma­
teria l support from outside sources is essential.

KOREA

As long as there still exists in Korea a s tate of suspended war, it is 
evident tha t the United States has littl e alternative but  to support 
Korea. Korea stands as a symbol of hope for  freedom-loving peoples 
of Asia, and serves as evidence of the United Nations supported by 
a determined America in its posture agains t mil itan t communism. 
The U nited States  has supported the Korean Government in compre­
hensive measures to strengthen its milit ary capabilities and stabilize 
its economy. In  addition to the modern m ilitary weapons being fur­
nished to the ROK, the United States provides sufficient funds  for 
commodity imports, sales proceeds of which provide budgetary  sup­
por t to  assist in the maintenance of the large  m ilita ry force required 
to counter the Communist threat  from the nor th and strengthen the 
free world  position in the  Fa r East. The Un ited  States also provides 
economic aid in the form of development assistance to expand power, 
coal, and iron productio n; provide indust rial as well as t ransport and 
communication development; and extends assistance in economic de­
velopment planning. The aid program in Korea is keyed to recon­
struction , control of any dangerous inflation, and the expansion of 
Korea’s economic base.

The Supreme Council (SCNR ) now governing the country seems to 
understand the challenge it faces and appears determined to produce 
results. The Minist ry of Reconstruct ion has been reconstituted as



534

the  Eco nom ic Pl an ni ng  Bo ard an d made a func tio n of  the Pr im e 
Mini ste r’s Office.

VIETNAM

The Republic of Vietn am  is un de r at ta ck  by Com munist  gu er ri lla s 
who are  dir ect ed,  tra ined , supp lie d, an d rei nfo rce d by Nor th  Vi et ­
nam —all  in  gro ss vio lat ion  of  the  1954 G eneva accords. In  th e firs t 
6 months of  th is  ye ar  more th an  2,000 fre e Vie tnamese die d in  the  
Vietnam  war. Th is day , if  th e a verage s h old , Gove rnm ent  forces will  
suffer 36 ca sua ltie s an d infl ict 68 on  th e Viet Co ng; and there will be 
abo ut 100 arm ed  at tac ks  by the VC  th is  week.

Th e vi ctims  are  not limi ted  to the m il itar y and GV N officials. Over 
250 school teac hers  have been kidn ap ed  by the V C ; of these, 100 are  
sti ll missing an d 30 are  know n to  have  been  kill ed. Betwee n 70,000 
and 80,000 child ren  have  been depr ived  o f s chooling as a resu lt of  V C 
actions. Th e Vi et Con g are  the Comm unist  gu err illas . More th an  
100 vil lage dispensa rie s have  been closed by  th e VC attack s. La st 
ye ar  4 an tim al ar ia  wo rke rs were  kil led , 4 wounded, and 25 missing 
and  pre sum ed dead . Th e VC  are co nti nu ing  th ei r at tack  on the  
malar ia  prog ram th is year.  In  th e fir st 3 mo nth s of th is year,  two 
more  m alar ia  worke rs were kil led  an d six teams were  attack ed.

The se figures te st ify eloquent ly to  the de ter mi na tio n of  the Vie t­
namese people  to  re sis t C om mu nis t t er ro r. Our  a id has been directed 
in the past towa rd  pr ov id in g the m with  a stake in a fre e Vie tnam . 
For th is  reason,  ne ar ly  three-qu ar ters  of  th e $2 bil lion we hav e pr o­
vid ed Vi etn am  between fiscal 1955 a nd  fiscal 1961 wen t int o economic 
aid.  Econo mic  aid  in fiscal 1961 am ounte d to $128 mil lion . As the  
Comm unists  s tep ped up  the tem po of  t he ir  att ack, we have increased 
ou r m ili ta ry  assistan ce to  Vietnam.

I  sho uld  like to call to  y our att en tio n th at  on .Tune 25 the  r epor t of 
the  In te rn at iona l Control Commission (ICC) fo r Vietn am  was re ­
leased fo r w orldwide  publication.

Th e Com mission’s rep or t concludes th at  the  Com munist  regime of 
Nor th  Vietnam  has been eng age d in a sys tem atic  ef fort  to sub ver t the  
independe nce  and freedo m of V ietnam.  The Commission , bv m ajor ity  
vote  of  the In di an  and  Ca nadia n members, ca refu lly  evaluated the 
facts presen ted  to it and conclud ed th at  the  e vidence showed “beyond 
a rea son able d ou bt” that  t he Ha no i—tha t is th e c ap ita l of  North Vie t­
nam —a utho rit ies hav e broken  the  cease-fi re and vio lated  the  te rr i­
to ria l in tegr ity  of  Vie tnam.

As pointed  out by the  Br iti sh , one of  the  cochairmen appointed  by 
the  1954 Geneva Con ferenc e on Tndochina , the prese nt IC C rep ort has  
conf irmed th at  the ac tiv ities  of  the  Han oi au thor iti es  were  the  “root 
cause” of  the  pre sen t troubles  in Vie tnam and  th at  the  IT.S. role has  
been responsive, nam ely , th at  we became involved at the  request  of  the  
Vie tnam ese Government  aft er the  aggress ion ha d star ted fo r the sole 
pur pose o f he lpi ng  Vietn am  defe nd itse lf.

La st  December, in res po nd ing to  P resid en t D iem ’s request  f or  assis t­
ance, Pres ide nt Kennedy  reaffirmed the  America n pos ition clea rly :

* * * our primary purpose is to help your people maintain their independence. 
If the Communist autho rities  in North Vietnam will stop their  campaign to 
destroy the Republic of Vietnam, the measures we are taking to assist your 
defense efforts will no longer be necessary.
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We are  de termined to  assi st the  So uth Vie tnamese to  res ist  th is 
Comm unist  a tte mpt  to take  th ei r country. For t hi s ob jective , we have 
recent ly un de rta ke n to  acc ele rate  and expan d ou r economic aid  pro­
gram  an d a coord ina ted , jo in t effo rt was ann ounce d in th e U.S.- GV N 
communique  ea rly  in 1962. We are  not  alone , however , as Vie tnam 
also rece ived  aid  du ring  1961 fro m Ja pa n,  Mala ya , Fr an ce , Gr ea t 
Brit ain,  A us tral ia , N ew Z ealan d, Germany , Ca nada , a nd  th e Republic 
of  China.

I mentio ned  an increase in m ili ta ry  assis tance . Th is inc ludes more  
Am erican  advis ers  and log ist ic and trai ni ng  supp or t. I t  means  the 
pro vis ion  of  U .S. a ir li ft  capacit y to speed  Vie tnamese forces to areas 
under at ta ck  befor e the  Comm unist gu er ril las can  fade  b ack  int o the  
jun gle . In  the general ly acc epted sense of  the  term,  no Am erican  
com bat  tro op s hav e been sent to Vietn am . Th e Vie tnamese wa nt  to 
win  t he ir  ow n war  aga inst the  C om mu nis ts b ut  they need o ur  mater ia l 
he lp  and ou r advice. We  are tryi ng  to give the m the  means  to  win.

Th e GV N has un de rta ke n a coun ter ins urg ency effo rt based on 
“s tra tegic haml ets .” These are fo rti fie d h amlets a lon g t he  lines of  the  
Mala yan “new vil lag es” which  pla yed such an im po rta nt  par t in the  
de feat  of  the  Comm unist  gu er ril la s in Ma laya. In  addi tio n to  fo r­
tificat ion s, com municatio ns—to call  fo r he lp whe n att acke d—w eapo ns 
and tr ai ni ng  in th ei r use, these haml ets  a re being p rovid ed  wi th basic  
socia l se rvices su ch as schools, f irs t-a id sta tions , a nd  ag ricu ltu ra l e xte n­
sion an d cred it prog ram s. Th e aim  is fo ur fo ld : (1) To  pro tec t all 
of  the  peo ple  fro m Comm unist te rror , (2) to cut  off t he  Com munis ts 
fro m conta ct wi th  the peop le, thus  de pr iv in g the m of  sources  of in ­
fo rm ati on , sup plies,  an d rec ruits , (3)  to give the avera ge  vi lla ge r a 
stake in the fighti ng , and (4) to  involve all  of  th e people in  t he ir  own 
defen se. Th is effort  is ju st  g et tin g underway , and as it  is essent ially 
a lon g-r ange  prog ram, res ult s cannot real ly  be evalu ate d yet . The 
repo rts  we have rece ived  to dat e, however , are most encoura gin g, and 
we are  giv ing th e p ro gram  ou r fu ll sup po rt.

Am erican  ass ista nce  to  Vietn am  has been and will be expe nsive. 
I  m ust emphas ize th at we are  in fo r a lon g str ug gle in  V ietnam.  We 
cannot exp ect  qu ick,  d ram at ic  v icto ries. But  th e pr ice  we  a re  pa ying  
to  help th e Vietnamese  de fen d them selv es is a nece ssity. We  can ill 
afford  t o le t th e Comm unists  p rov e the “i ne vi tabi lit y” of  th ei r “r evo­
lu tio n”  in As ia by co mp let ing  the con que st of  Vietn am . Th e Vi et ­
namese hav e th e wi ll to  defen d th ei r freedom  an d the y are fig hti ng  
fo r th e fre e w or ld  as well a s themselves.

Th e Vietnamese  a re a st ro ng  and act ive  peop le. In  the  y ears since  
independence , they  have  m ade im po rta nt  economic an d social pro gre ss 
in sp ite  o f Comm unist  th re at s an d att ack s. One index of  thi s prog res s 
is edu cat ion . In  the fa ll of  1956, p rim ar y schools in So uth Vietn am  
ha d an en rol lm en t of  on ly 400 ,000; there a re  today m ore t ha n 1,500,000 
Vietnamese  ch ild ren in pr im ar y schools. Since the Geneva arm ist ice  
of  1954, a gr icul tu ra l prod uc tio n in So uth Vi etn am  h as  been  g enera lly  
res tored  to  pr ew ar  levels.  Som e lig ht  indu str ies  have been sta rte d,  
pa rt ic ul ar ly  aro un d Saigo n, and pow er an d coal pro duction  have 
been inc rea sed ; the tra ns po rta tio n ne twork  has  been res tored and , 
in some inst ances, improved . U.S . aid  h as  played  a major  ro le in all 
these advance s.
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During  the period 1956-60, N orth Vietnam led South Vietnam in 
one overall category—industrial production—which increased 150 per­
cent during  the  5 years in the  north and 100 percent in the south (in 
both areas industrial production  represents less than 15 percent o f the 
total produc tion). South Vietnam led in fields which affect more 
closely the average man. The per capita gross national production 
was higher, e.g., $110 in the south for  1960 and $70 for the north. 
Per  capita food crops increased 32 percent in the south, while  it de­
clined m the north. Production of rice increased 31 percent in the 
south to 5.4 million tons, as compared to 4.2 million tons for a la rger 
population and representing an increase of only 2 percent for the 
north  d uring 1960.

These gains are threatened, however, by insecurity and by the 
measures required to suppress it. Insecurity and a disastrous flood 
forced suspension last year of rice exports and the importat ion early 
this year of about 50,000 metric tons of rice from the United States 
in order to maintain security stocks. Rice deliveries are near normal 
in Saigon now, however, and a small surplus for export is anticipated 
soon.

LAOS

On Ju ly 23, President Kennedy described the signing of the Laos 
agreements in Geneva as “a significant milestone in our efforts to 
main tain and fur ther world peace. I t is a heartening indication that  
difficult, and at times seemingly insoluble international  problems can 
in fact be solved by patie nt diplomacy.” He said the agreements 
represented a solemn commitment not  only by the United  States but 
also by other signatories to insure a free, neutral and independent 
Laos.

The President said this could be accomplished only by full and 
continued observance of the agreement by all the signatories. He 
added tha t Laos, torn for so long by frat ricid al strife , now has the 
opportunity  to become united and independent, free to pursue her 
chosen course of neutrality.  But, he cautioned, the success of tha t 
policy ultimately must depend not only on the efforts of  Lao them­
selves but also on the moral and material support it receives from the 
rest of the world.

Fo r its  pa rt , the Un ite d Sta te s as su re s Laos of such su pp or t as  th at  coun try  
en te rs  in to th is new ph ase of it s h ist ory.

The signing of the Geneva Agreement culminated a long period of 
political and social conflict. Communist, righ t-wing and centri st ele­
ments have been engaged in a seesaw struggle for power since the 
Geneva Conference of 1954. Between 1955 and early  1961 the United 
States  sought to  assist the Lao establish a firm anti-Communist gov­
ernment. In August 1960 the uneasy situation erupted  into civil war, 
which quickly became a focal point in the cold war. By spring of 1961 
the insurgents, reinforced by North  Vietnamese units, had scored 
major  military victories over the rig ht wing forces of General Phoumi 
and appeared to be in position to seize the entire  country.

The United States was faced with three choices: accept total loss 
of Laos to the Communists; commit itself to a war in a landlocked 
jungle-covered country;  or seek to sett le the crisis by peaceful nego­
tiations. The lat ter  course was chosen.
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Our objectives were set for th by the President on March 23, 1961; 
namely, tha t the U nited  States st rongly  supports the goal of a neut ral 
and independent Laos, t ied to no outside power, threatening no one, 
and free from any domination. He also declared in favor of con­
structive negotiations among the nations  concerned and among the 
leaders of Laos which would help Laos back to the pathway of inde­
pendence and genuine neu trality .

An interna tional  conference was convened a t Geneva on May 16, 
1961, for the sett lement of the  Lao question. Part icip atin g were rep­
resentatives of  the Un ited States, the United Kingdom, the U.S.S.R., 
the Republic of Vietnam, North  Vietnam, Laos, Cambodia, Burma, 
Thailand , France, Communist China, and the three members of the 
ICC in Laos (India,  Canada,  and Po lan d).

Afte r many months of negotiat ions and a long adjournment to 
permit the Lao to agree on a government of na tional  union, the con­
ferees approved texts of a declaration on the neutrali ty of Laos, and 
of a protocol thereto. The declaration provides tha t the countries 
concerned would “recognize, respect, and observe in every way the 
sovereignty, independence, neutrali ty, unity , and terr itor ial integrity 
of the Kingdom of Laos.” The protocol provides inter  alia for the 
withdrawal from Laos of all foreign troops and milita ry personnel, 
and for prohibi tion of the introduction of war materiel and milita ry 
personnel, plus the prohibi tion agains t using the terr itory of Laos for 
interference  in the internal  affairs of its neighbors.

I believe tha t these provisions now in effect a re consonant with the 
policy objectives of the U nited  States. As long as the  newly formed 
Government of Laos is dedicated to maintaining the  neutrality , inde­
pendence, and freedom of Laos we are prepared to give it our full 
support.

The United States is prepared  to offer economic assistance to  the 
new Government of national union headed bv Prince  Souvanna Phou- 
ma in orde r to assist it  to main tain independent foreign and domestic 
policies. This aid would be designed to assist the Lao Government 
to meet its appropriate financial requirements and to promote the  de­
velopment of the Lao economy. As in the past, U.S. economic proj ­
ect assistance would be concentrated primarily  in three crucial fields: 
national development, which includes rura l and provincial develop­
ment and refugee relie f; teacher trai ning; and road construction.

RE PU B L IC  OF  C H IN A

U.S. policy is based on the full recognition of the Government of 
the Republic of China as the righ tfu l Government o f China. In the 
face of the repeated declarations by the Communists of their intention 
to seize Taiwan, our assistance to the GRC is a vital deterrent to 
fur the r aggression by the Chinese Communists and to the preserva­
tion of Taiwan  as a symbol of freedom to all Chinese. Withdrawal 
of our aid would cause an economic and political crisis which would 
encourage a Communist takeover and endanger  U.S. political and 
security positions in the western Pacific. Taiwan is one of the key 
links in th e free world’s chain of defenses in the western Pacific.

Today Taiwan, of the  underdeveloped areas, has  one of the highest 
potent ials for self-sustain ing growth. Its  most valuable assets are
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hum an resources, pr im ar ily  the  leaders in science, medicine, business, 
eng ineerin g, gov ernm ent,  an d educat ion  who  came fr om  th e m ain land. 
Education , health and  gover nm ent  ins titu tions , com municatio ns and 
tra ns po rt  a re among the best  in  the  F ar Ea st.  Al tho ugh ag ric ul tu ra l 
tech niqu e is relatively at  a  h igh  level, the re is a tendency fo r t he  high 
rat e of populat ion  gro wth, &/2 J>ercent, to ou tru n food pro duc tion. 
Pro gre ss in the  alread y hig hly  deve loped ag ric ul tu ra l sec tor  can not  
be expand ed as it can  in indu str y,  and if  se lf-susta ining  g rowth  is to 
lx) achieved its rap id ly  as poss ible  emphasis mu st be placed  on accel­
era ted  industr ial iza tio n in Ta iwan . The GKC arm ed forces repr e­
sent  the  stro ngest  an ti-Co mm unist  mili tary  forc e in Asi a, out side of 
Korea. Ass istance to th is force is a good investment, which  con­
tri bu tes  to the  defe nse  of the free world  and to th e security of the  
Un ite d Sta tes .

STRAT EGICALLY PLACED ALL IES

Two  nat ion s which  are  rec ipients of both economic and mili ta ry  
supp ort are  str ate gic all y placed  allie s which contr ibu te im po rta nt ly  
to the “ forw ard  defens e" o f the free world  in A sia.

TH AIL AN D

Th ai land  is essentia l to the  free wor ld sec uri ty pos ition in sou theast  
Asia. I t  is the head qu ar ter s of SE ATO , and has con sist ent ly fol ­
lowed a  pol icy of close  alineme nt with the  West. Th ai land  cooperates 
stanch ly with the Un ite d State s in var iou s jo in t sec uri ty effor ts, and  
provides im po rta nt  su pp or t fo r free  world  pos itio ns in the  Un ite d 
Nation s and  other i nte rnati on al org anizat ions.

Th e Th ai economy is bas ica lly ag ric ul tu ra l and res ts pr im ar ily  on 
rice  pro duc tion. In  the  pa st  few years, however , Th ai land  h as made 
sub sta nti al pro gre ss bo th in the  diversi fica tion  of  ag ric ul tu re  and in 
the gro wth of lig ht  ind us try . Th ai fiscal pol icy  is resp ons ible , and  
has  resulte d in a conver tibl e and  stab le cur ren cy,  subs tan tia l foreig n 
exchange reserves, and a consistently ba lanced  bud get . Th ai land  
has  an excellent cre di t ra tin g wi th the  Wold  Ba nk, the Ex po rt- 
Im po rt  Bank, and  othe r int ern ati onal financia l ins tituti ons, and a 
W or ld  Ba nk  team is wo rking  direct ly wi th  the Th ai  Gover nment  in 
draw ing up  economic  deve lopm ent plans. Th e Th ai  Government  
is convince d t hat  securi ty from Com mun ist s ubversion  can be  obta ined 
only throug h economic and  social progress. Th is convict ion has 
renewed urgen cy in v iew o f recent  developmen ts in Laos and  elsewhere 
in sou theast  Asia. In  sum, Th ai lan d is an unusu al example of an 
econ omically underde velope d, fiscally  resp ons ible , coo perativ e cou n­
try in need  of  ex ter na l assistance.  I t  is able and anx iou s to pu t 
such a ssis tance to  good use.

M ili taril y,  Tha ilan d’s arm ed forces hav e contr ibu ted  signif icantly 
to str en gth en ing the defense of the area . Th e ma ter iel  and tr ai ni ng  
pro vided by  the  Un ite d State s has  assi sted  the  country  to ma int ain  
ord er and  res ist  the  Com mun ist subvers ive pre ssures  at  work in Lao s 
and  Vie tnam . Th e defense of Th ai land  is of  pa ramou nt  importance 
to th e Uni ted  Sta tes .

It  was in reco gni tion  of th at  fac t, and in orde r to be prep ared  to 
fulfil l prom ptly our obl iga tion s unde r the Manila  Pa ct , th at  the



539

President, last May, ordered U.S. combat forces into T hailand. This  
move was made necessary by the Communist violations of the cease­
fire in Laos, and by the movement of Communist troops  toward the 
Thai  border. The U.S. forces in Thailand  include combat elements 
of the U.S. Army, Air  Force, and Marine Corps.

I am very glad to be able to report to you that  these Americans have 
been extremely well received by the Thai  people, who seem fully to 
understand tha t the American forces are in Thailand  at the desire 
of the Thai Government and for the protection of Tha i freedom. 
In view of the exemplary at titude of the T hai Government and people, 
we have high hopes that the presence of these U.S. forces will lead to 
an even deeper unders tanding and closer friendship between our peo­
ples and our  Governments. I am also happy to be able to re port  th at 
three other SEA TO member states, Aust ralia , New Zealand, and the 
United Kingdom, have responded to the increased threat to Thai 
security by stationing elements of the ir mili tary  forces in Thai land.

PH IL IP P IN ES

The Republic of the Philippines  is an integral pa rt of the U.S. 
defense system in the Pacific. Because of its strategic location and the 
provision of its bases and other milit ary insta llations to the United 
States, the defense of the Philippines must be considered with in the 
context of the Pacific area. The Phil ippine people can be counted 
upon to defend thei r country and contribute to the defense of the free 
world. The Phil ippine armed forces have been progressively 
strengthened and brough t into close association and cooperation with 
the United States  and its Fa r Easte rn allies. Continuing progress 
has been made in the tra ining and modernization of its forces.

The United  States  is continuing to help the Phil ippines atta in a 
self-sustaining economy. The new administration has embarked on 
an attack upon the  count ry’s long-range problems, is pledged to reform 
and to an energetic program of accelerated economic and social devel­
opment. It  plans to concentrate on land reform, increased agricul­
tural production,  the decentraliza tion of many governmental func­
tions and the encouragement of pr ivate investment. The ra te of popu­
lation growth  continues to be a formidable obstacle to improvement 
in the standard  of living. However, in terms of heal th and educat ion, 
the Phil ippines is ahead of many of its neighbors in the Far  East.  
More than 70 percent of the population is literate.

The Philippines has reason to be proud of its  poltical and cultural 
development but it is also highly aware of its many economic and 
social problems. The new adminis tration  of President Macapagal is 
embarked on improvement in Government admin istrat ion and to a 
vigorous approach to economic problems. As an example of U.S. 
dedication to anticolonialism, the Phil ippine’s importance to the 
United States  transcends our normal interest in newly emerging coun­
tries. It  is essential that the Philippines continue to reflect the ad­
vantages accruing from close association with the United States, both 
to its own citizens and to its Asian neighbors.
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CAMBODIA, BURMA, AND INDONESIA

Th ree  oth er na tio ns  wi thi n my are a of  res ponsibi lity  are  dedicated 
to pre ser vin g th ei r free dom  and independe nce  and achie vin g th e so­
cial and mate ria l pro gre ss necessa ry to  make th is freedom meaning ­
ful.  Cam bod ia, Bu rm a, a nd  In donesia  seek aid  in t hi s endeav or f rom  
all  a vai lab le sources . In  ad di tio n to ass ista nce  from  th e U ni ted St ates  
these cou ntr ies  accept  assi stance  fro m Comm unist nat ion s.

Sin o-S oviet  bloc cre dit s an d gr an ts  to  Bu rm a to ta l $93.4 mi llion, 
entirely  economic a id ; to Ca mbodia, $65 m illion,  also a ll econ om ic; and  
to Ind onesia, $1.4 b illion of  which one-ha lf is  mili tary .

Comm unist prop ag an da  has bi tte rly att acked Uni ted St ates  and 
free  wor ld economic and  m ili ta ry  aid as degrad ing,  agg ressive, and 
imperia lis t in design. Th e Comm unist  objective is to cre ate  fri ct ion 
between the Un ite d State s an d rec ipi en ts of  its  aid  by purp or ting  to  
pro vide aid  on more  fav orab le terms . In  the case of  its  m ili ta ry  aid , 
the  objective of the  b loc is ma inly to  cre ate  o r explo it sit ua tio ns  dis­
adv ant age ous to  the  free  -world. In  the case of  these th ree cou ntr ies , 
these Com munist  tac tics hav e been mos t ap pa re nt  in Ind onesi a.

Ou r aid  t o these c oun trie s, as is ou r ass ista nce  to  a ll freedo m-lov ing  
countries, is based on the belie f th a t by he lp ing those who seek to re­
main free we are  he lpi ng  ou r own sec ur ity  and ou r own effo rts to 
preserv e ou r freed om. As  Se cretary of  St ate Bu sk has sa id :

Whenever an underdeveloped  country  makes economic, social, and political  
progress it  expands the fro nti er  of freedom. Whe reve r we cooperate  in break­
ing down the barriers  of ignorance, poverty, disea se and  despa ir, we fu rth er  not 
only the  well-being of mankind  bu t our own secur ity.

Mr. Ch air ma n, I th in k we h ave good news  in re ga rd  to  the  cri tical 
sit ua tio n as fa r as West  New Gu ine a is concerned. Th e differences 
between the Du tch  and Indo ne sia  ap pe ar  to  have been  resolved, 
and  th is  is a very  impo rta nt  e lement .

(Off t he  record.)

TREND IN U.S. ECONOMIC SUPPORT

Mr. H arriman. In  rec ent ye ars the Congress has urge d th at  eco­
nomic a id be phased ou t of  g ra n t a id  in to aid  on a loan basi s. Th is  has  
not pro ved prac tic ab le in the case of  V ietnam,  Korea , and Lao s w here  
the  co nf rontati on  wi th  Comm unist  agg ression is dir ec t, requ iring  
dispropo rti on ate  m ili ta ry  bu dg ets  fo r which in ternal  fiscal and oth er 
resources are  inadeq uat e. I t  has pro ved  poss ible,  how ever, in the 
case of one of  the  fo rm er  la rg e rec ipients of  gr an t aid —the Re pub­
lic of  C hin a—to  el im inate  g ra nt s and subs titute  deve lopment loans .

Pr oje cti on s of  loans cann ot  of  course be precise. Usin g the  high er  
of a  range of deve lopment loan figures, however, the  proposals  fo r 1963 
env isage a sub sta nti al inc rea se in the  perce nta ge  of  aid  going  to F a r 
Eas te rn  cou ntr ies  in the  form  of do lla r loans, rep ayable in dol lars.

INTERNATIONAL TRADE

In  orde r fo r the  Uni ted State s to achieve its  objective of  ass ist ing  
the  development  of new ly em erg ent  countries of the F a r Eas t, we 
mus t su pp or t thes e countrie s in thei r pa rt ic ip at io n in in ternat iona l 
tra de . On ly in th is  way  can th ei r sta nd ar ds  of  liv ing be impro ved
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and the ir economies developed. Development gran ts and development 
loans are important  in the promotion of in ternat ional trade. Equally 
important is the availability of markets. These countries recognize 
the need to divers ify thei r primary and agricultural production for 
export and to industrialize  if they are to progress, raise thei r stand­
ards of living and over the long run become self-sustaining.

As the industr ializat ion of these countries develops and their prod­
ucts are exported to pay for badly needed imports, the advanced 
countries must not hinder the ir efforts by erecting trade barriers . 
Experience shows tha t our commerce expands great ly as countries 
expand their  own indus trial production .

I give you the case of Jap an,  where it has expanded threefo ld in 
the past  6 years. In  this connection it is a cause for satisfaction 
tha t the long-term cotton textile  agreement reached at the inte rna­
tional conference at Geneva provides for a growth factor in imports of 
textiles, trad ition ally  one of the initia l exports of countries com­
mencing industrial ization . The Pres iden t’s trade expansion program 
should, through the most-favored-nation  principle, widen market op­
portun ities for industr ies of the  free Fa r East.  If  the  needs of these 
countries for enlarged and diversified export a re to be met, the under ­
developed countries must develop tra de in other than the tradi tiona l 
products of rice, rubber , or tin.

RECAPITULATION

Last year the Congress was informed of the admin istrat ion’s inten­
tions regarding the “Decade of Development”, the intent of the United 
States  regarding the natu re of future  a id, and the belief tha t this is 
a “decade of decision” which will determine whether most of the 
peoples of underdeveloped countries will live in freedom or under 
Communist dictatorship . The developments of the last year under ­
line this vital  issue. The desire for  modernization and industria li­
zation is active and intense among the underdeveloped nations. In 
our world, shrunken by rap id communication, the irresistible yearn­
ing fo r a better way of l ife and the  demand fo r progress  is intensified. 
The Communists know this , and by their  tactics  in the F ar  Ea st they 
are exploiting every possible means to subvert and subjugate the free 
countries of Asia. By providing  long-term assistance for the lesser 
developed nations, the U nited  States can, over the coming decade, act 
decisively in he lping peoples preserve thei r independence whose well­
being and freedom is importa nt to us.

Fift een years ago we took the initia tive to block S talin’s plan to 
take over Western  Europe.

I may say, i t is my firm belief if it had  not  been for the Marshall 
plan, Western Europe would be under Communist domination today, 
instead of a vigorous and determined part  of the free world.

Wi th the same determination, we can now help frus trate Kh ru­
shchev’s and Mao’s designs on freedom in the Fa r East.

Mr. Passman. Thank you very much, Governor Harriman.
Will you be able to be with us this afternoon, sir?
Mr. H arriman. If  you wish it, sir.

87948—62—pt. 3-----35
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ORIGIN OF DEVELOPMENT LOANS REPAYABLE IN  LOCAL CURRENCY

Mr. P assman. I believe it is a foregone conclusion, and we are in 
accord, that from time immemorial, nations have been making loans 
to o ther nations. There have been loan arrangements and barter ar­
rangements.

Several years ago the aid people decided they had better devise 
some plan to t ry to get  around this giveaway program, as we know it  
in America, so they came up with the Development Loan Fund. It  
hit the Nation that we would go over to a loan system for aid to the 
underdeveloped countries. Some people seemed to be encouraged 
that we should make loans, rathe r than gifts.

But, we were making dollar loans, and they were repaying in local 
currency, the currency of thei r countries. However, we were told 
tha t we would not get foreign currencies in excess of our ability to 
utilize them, because, they said, these loans, when repaid, would be 
paid back to the credit of the country. We m ight use some part of 
the local currency for our embassy expenses, but about 90 percent 
or more would be spent back in  the countries, on projec ts agreed upon 
by the two nations, donor and recipien t; fur thermore, tha t we could 
not use the currency to export anyth ing out of the country into this 
country, we could not spend it in any other country, but it must be 
spent in the nation where it  was originated. To have any other sys­
tem, it was said, would be the same as demanding  dollars in repay­
ment, and would destroy the purpose of the program. So, the local 
currency went back into the country.

Late r, it  was acknowledged, and I paraphrase, “We know it is a gift, 
but this makes it easier, and we spare those people thei r loss of pride.”

Some of the g reat  bankers of America, Mr. Black, Mr. Dillon, and 
other’s, said, in effect, “I t can’t be any other way. If  you change it, 
you will wreck the program. We must let it be in local currency, 
because i t will be many years before they will have dollars.”

Final ly, the American people clearly realized tha t this was a dis­
guised grant, because even if it was repaid, it went back into the 
countries.

CHANGEOVER TO DOLLAR REPAYABLE LOANS

So, they came up with another program th at the development loans 
would switch over to a dollar  basis for repayment, rather than  local 
currency, and the record is clear th at it still is a disguised gran t.

At page 140 of our hearings  for fiscal year 1962, I asked the Sec­
reta ry of the Treasury about these transactions. I quote the colloquy:

Mr. Passman. In your professional position as a banker, Mr. Secre tary, 
would you actual ly call these things loans, if ther e is no interest?  Would they 
come under the  category of hard  loans?

Secretary  Dillon. No.
Later on, in the same statement, quoting him again :
They call them development credi ts, and I think th at  is a good name for them.
When we refer to these items as loans, that are to be paid  40 or 50 

years hence—depending on whether it is IDA or this so-called de­
velopment loan—with no interest, with a 10-year grace period, and so 
forth , we know we are misleading the American people
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COMPARATIVE TERMS OF CONSORTIUM LOANS

They come up  now with what is called a consortium, and I  believe 
it has begun to be worked out in your region.

We looked into the consortium for India, and we found from West 
Germany a $157 million loan at 6.3 percent interest, payable in 3 
years. We find other loans at 6, 6i/2) 5, and 5% percent interest, 
payable in 3, 20, 20,15,4,20, and 20 years.

The United Kingdom charges the regular going Treasury ra te plus a 
1-percent bonus on some loans. In  other instances they charge the 
going rate p lus an additional one-four th of 1 percent for handl ing the 
loans.

Then we get over to Uncle Sam’s page, and it is loaded from top 
to bottom, 40 years, no interest, 10-year grace period, et cetera.

Mr. Harriman. Could I  make one comment?
Mr. Passman. Please do so.

REPAYMEN T OF MARSHALL PLAN LOANS

Mr. H arriman. I thin k Congressman Gary will remember about 
10 percent of the Marshall plan aid was given in loans, and we were 
very frank in saying we doubted very much whether they would be 
repaid. They are being repaid. I think i t must give you a gre at deal 
of satisfaction to realize tha t tha t has happened. One cannot tell 
whether these loans will be repaid or not.

Mr. Passman. T hat  is right.  But you made those on different 
terms. Nevertheless, let the record show they have repaid  about 1 
percent of the total ai d; and tha t pa rt which they are repaying, they 
are repaying many years in advance of due date, so as to help get 
the pressure off our balance-of-payments deficit. I t was understood 
that certain par ts of i t would be pa id back, while about 90 percent  of 
tha t aid, I think , was in outr ight  grants.

I shall request of  the Controller , if he can, to  get us a spread for 
the record on what par ts of this program were to be paid back and 
what par t was grants.

Regardless of tha t factor,  however, you were dealing with ad­
vanced nations. You gave money to people who had the know-how 
to put it to use immediately. But  today we are spreading t ha t same 
program around the world, and put ting  it into primi tive countries 
where they do not know any thing about utiliz ing it effectively.
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(The information requested follows:)
European recovery program— Comparison o f grants  and loans with total programs 

and loan repayments 
[In  mil lion s of dollars]

Fro m inc ep tio n t hr ou gh  M ar . 31,1962

Cou ntry To ta l
pro gram

To ta l
gra nts

To ta l
loans To ta l

repa y­
me nts

Rep ay ­
men ts  as  

pe rcen t o f 
loans

Rep ay ­
m en ts  as 

pe rcen t of 
to ta l

prog ram

Aus tri a.........................................
Be lgi um -Luxem bourg _______
Den mark.....................................
France _____________________
Ge rm any (Federa l Re pu bl ic ).
Greece______ ______________
Icela nd____ ________________
Irelan d____________________
It al y..............................................
Nethe rla nd s, exc lud ing  Indo -

676.8 
555.5 
271.4

2,706.3 
1,389.0

693.9 
29.2

146.2
1,475.0

676.8 
487.4 
238.1

2,480 .7 
1,372.1

693.9 
23.9 
18.0

1,379.4

68.1 9.4
33.3 1.9

225.6 14.2
16.9 .9

13.8 1.7
5.7 .7
6.3 .5
5.3  .4

5.3 1.0 18.9
128.2 6.5 5.1
95.6 9.0 9.4

149.5
17.2
39.2 
36.7 
20.4

31.6
5.7 
8.9
5.8
4.4

21.1
33.1
22.7
15.8 
21.6

3.4
4.4 
.6

nesia .................. .......................
Ind ones ia__________________
Nor way ............ . .........................
Po rtug al .......................... . ..........
Swede n____________________
Tr ieste ..........................................
Tur ke y.........................................
Uni ted Kingd om .......................
Yu goslavia ...................................
Gener al fre igh t a cc ou nt______
Eu rope an  p ay m en ts  u nion ___

Tota l..................................

977.3
101.4
255.5
50.5 

107.1
32.6

222.5 
3,175 .9

109.3 
33.5

361.4

13,368.2

827.8
84.2

216.3 
13.8 
86.7 
32.6

138.5 
2,791 .1

109.3 
33.5

361.4

84.0
348.8

12,063.3 1,304.9

3.2
5.6
3.5

11.5
4.1

18.0 4.7  .6

117.3 9.0

A ID  TO  T E X T IL E  M IL L S  AB RO AD

Air. P assman. I am going to y ield to Congressman Alexander. He 
is known in his own distric t, not as Hugh, but  as “Textile” Alexander. 
He has a significant interest and has done outstanding work in be­
half of the American textile industry.

Mr. Andrews. Mr. Chairman, I want to concur in the statements 
made with reference to the outstanding  work done by Mr. Alex­
ander in connection with the textile industry . Had it not been for 
Mr. Alexander’s un tiring  efforts, I  am sure tha t there would be many 
more textile  mills in the world financed by American tax money. 
No Member of Congress has done more to protect the jobs of Amer­
ican textile workers than has Mr. Alexander.

Mr. Alexander. Thank you, Mr. Chairman, and Mr. Andrews.
Mr. Secretary, I, of course, as you gather, come from a very heavily 

populated textile area. I not only understand the textile problem 
but I  am very much concerned about it.

As you know, at the present time we have 3 international agree­
ments, 1 a bilateral agreement with Jap an  for 1 calendar year ; 
1 mult ilateral agreement with Jap an  and other nations for  the 1- 
year Geneva agreement; then, as you mentioned in the text of your 
statement, the 5-year multilateral agreement among the 19 nations, 
which has not been ratified by the individual countries as yet.

We find as of th is date tha t both in the fiscal year agreement with 
Jap an  and also in the multi latera l 1-year agreement, all of these 
countries are running ahead of the agreement. Some of the coun­
tries have even been cut off by the administration.
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That leads to one thing,  tha t we in this country are in real trouble 
with regard to the tex tile workers and the security of th eir jobs here.

The thin g tha t concerns me is tha t I think it would be very bad 
for us as a country  to be taking  the taxpayers’ money to promote 
throughout the world an industry tha t is already in serious trouble 
in our own country in regard  to job security.

I would like to know from you, what is the overall policy of the 
administration in regard to making loans or to giving gran ts for the 
establishment of textile  plants throughout the world, when textile 
products are overflowing our own country ?

Mr. H arriman. May I ask Mr. Janow  to answer tha t question? 
I think I know it, but he is directly involved in implementing the 
pol icies.

Mr. J anow. I shall be happy to answer tha t. We are not financing 
in the Fa r Eas t region, the construction of any new cotton textile 
plants th rough  any of  our aid programs.

Mr. Alexander. Th at is the overall policy of our Government at 
the present time.

Mr. J anow. Tha t is the situation in the Far  East.
(The following was subsequently supplied for the record :)

Aid P olicy on Assistan ce to Textile P lants Abroad

It  is the general policy of AID not to provide assistance to text ile plan ts abroad.
In those few cases where assistance has been provided in the past, this was 

done only afte r a careful  analysis of all factors concerned and including the following limiting provisions:
(1) Tha t the plant  would provide a needed indus try to add to the coun­

try ’s economy and would contr ibute significantly to its developmental bas e;
(2) That  its production would increase the country’s inte rnal consumption of textiles so tha t existing markets would not be changed ;
(3) That  i ts production would not compete with U.S. textile imports into the country;
(4) That  its production would not be exported in competition with U.S. 

exports.
Mr. Alexander. I am glad to hear you say that, because in the early 

par ts of this program we spent throughout the world huge sums of 
money at the taxpayers’ expense to set up industr ies which in effect 
were taking  away the jobs of our own people who were paying the bill.

Mr. J anow. That is correct, sir. We have a problem in this field, 
still unresolved. One of the countries has applied  for loans in the 
textile field fo r a plant tha t will supply domestic consumption. This 
is a country that does not import textiles from us. We have not yet 
acted on this application.

FO RE IG N TEX TIL E CO M PETIT IO N

Mr. Alexander. Let  me say this to you. In  your deliberations on 
tha t dilemma, of course, personally I am interested in the importation  
of textiles into this country, but every time you establish a mill in a 
country for their  home consumption and to meet the demands of 
areas, eventually we get into this  situation.  I have been into the mills 
in Jap an,  Thailand, Formosa, all of the countries of the Fa r East, 
and I am fami liar with the textile  mills there. They are working 
7 days a week. They are paying the ir labor in the textile mills in
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many of your Fa r Eastern countries at the rate of a dolla r to not 
more than  $1.50 a day.

The importers and exporters of textile goods are very ingenious 
people. Even with our agreements, which have been set up in Geneva, 
we are finding righ t today tha t these importers are finding devious 
ways to get around the clear in tent  of the President, who has said on 
numerous occasions tha t he did not want to have brought into this 
country more than G percent o f the  consumption of textiles. Tha t is, 
into America.

Almost every month they  are finding th at these countries a re bring­
ing problems to the administration, and it is going to continue and 
will get much worse if we continue on a policy of  building up mills 
throughout the world. Eventually,  even though it is built with the 
purpose of just home consumption and consumption where it would 
not come into the United  States, eventually you will find you cannot 
prevent it from finding its  level in the United States, and it is going 
to cause more and more headaches for the administration . I t means 
the cutting off of jobs in this country.

Unde r this 5-vear p lan, if it is going to work, it is going to  take 
some hard-boiled decisions on the pa rt of the Executive to say to 
these people tha t this is it and no more can come in.

But  the importers have been at this game a long time, and they find 
loopholes in the agreements, and it is months and months before the 
figures are available to the Commerce Department. We find right 
now under  your 1-year agreement t ha t there has been already int ro­
duced 101 percent of what we were supposed to have come in in the full 
year. T bring th at to your at tention because, frankly,  this is an impor­
tan t decision. T hope you will stick by your guns a hundred percent, 
that you will not give our monev to foreign nations to bui ld up an in-  
dustrv that takes away our jobs if we know about it.

Mr. Rhodes. Will the gentleman yield ?
Mr. Alexander. T will be delighted to.
Mr. Rhodes. T want to say tha t I  have personal knowledge of the 

interest of the gentleman from North Carolina in the textile indust ry, 
having  been with him in textile plants  throughout the world. Cer- 
tainlv. nohodv is more solicitous in stopping the  spending of the 
American dollar for purposes of competing with our own industries  
than he is. Nobody is more concerned than he is in protecting Ameri­
can jobs.

POSSIBLE APPLICATION FOR TEXTILE PLAN T LOAN

You mentioned one plant, Mr. .Tanow. Where is tha t plant ?
Mr. ,T anow. I t is not yet even an application. It  i s i n -------- . It

is a troublesome problem potentially  because the  Chinese Communists 
have erected a plan t there. This country does not import anv im­
porta nt amounts of textiles from the United  States, and i t is n ot seen 
as an immediate exporter  to the United States.

Mr. Alexander. If  the gentleman will yield a minute there , i f you 
have ever been in Hong Kong-----

Mr. J anow. Many times.
Mr. Alexander. And have seen the  overflow of textile products that 

are coming from Red China and the mixing  and mingling in Hong 
Kong of the products, it seems to me th at it  is almost an impossible
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job for our people to stop. I know there  is a lot of crooked signing 
of statements tha t this was produced not in Communist countries. 
Human nature being what it is, I  think  the more mills you ge t over 
there, you will find your problem is croin£ to just become more and 
more complicated.

Mr. Rhodes. You were talking  only about your region ?
Mr. Janow. Yes, sir.
Mr. Rhodes. Because there is one in the Sudan that  is almost com­

pleted, I think. Thank you.
Mr. Gary. Will the gentleman yield ?
Mr. Alexander. I yield to Mr. Gary.

M A RSH ALL PLA N  A FA CT OR  IN  A N T IC O M M U N IS M  IN  EU RO PE

Mr. Gary. Mr. Chairman, I  was also in the Fa r East with our friend, 
Mr. Alexander. I know tha t throughout our travels  he was investi­
gating and working on this textile problem in the interest of his people, 
as he does in all other matters  before the Congress. He is most diligent 
in serving his district and Sta te and he serves them well.

I would like to make one observation. Mr. Secretary, you made the 
statement that , in your judgment , the Marshall plan saved Europe  
from communism. I had the privilege of serving as chai rman of  this  
committee during the Marshal l plan program. You and I worked 
together very closely on it during  tha t time.

You probably will be interested to know tha t the former President  
of the United States  shares your views in tha t connection. I accom­
panied the Richards committee to Europe in 1952. General Eisen ­
hower was then  supreme allied commander in Europe. I remember 
very distinct ly tha t on one occasion he was briefing our committee, 
and someone asked him the quest ion: What, in your opinion, would 
have happened if we had not had the Marsha ll plan? Without any 
hesitation  whatever, he said tha t in his judgment, with the possible 
exception of Spain, had it not been for the Marshall plan, every coun­
try o f Europe  would be under Communist control.

I think tha t is probably a very good appraisal  of the situation. I 
certain ly share your views in tha t connection.

Mr. Natcher. Mr. Chairman.
Mr. Passman. Mr. Natcher ?

member’s interest in textile industry

Mr. Natcher. I would like to  join with you in your commendation 
of our colleague, Mr. Alexander, for the sp lendid manner in which he 
has pursued this subject down through the years since he has been 
a member of this subcommittee. This is an important matter  not only 
to North Carolina but to all Sta tes producing textiles.

Certainly, I  agree with you tha t thro ugh the efforts of our colleague 
on this committee, Mr. Alexander, thi s m atter  has received close scru­
tiny  down through the years, and I thin k the situation has been very 
much improved as a result  of his membership on this committee. 
Mr. Chairman, I want to commend you for the fine statement you made 
as a matter  of record at this  time.
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Air. Passman. It  is almost unbelievable that a man as busy as Mr. 
Alexander, representing a g reat  constituency, could find the time to 
familiarize himself to the extent he has with this proposition.

I discussed it with him many years ago. Coming from a distric t 
tha t produces a lot of cotton, certainly I have an interest in textiles 
and the textile industry.

About 5 or 6 years ago there were many textile mills planned. 
We were even encouraging people to go abroad, local people, to build 
textile mills. Aft er many meetings with Air. Alexander on this sub­
ject matter , I was able to unders tand more about the situa tion; that  
is, in many instances in the Fa r East , I think those people get about 
55 cents a day. In  many other sections they get $1 to  $1.50 a day. If  
we continued building textile mills around the world, certain ly we 
would lose our market for our exports, and at the same time they 
would be taking our domestic markets.

Air. J anow. The reason I mentioned the plan t is to have the Con­
gressman’s reaction. I hope this is clear, it is not even yet an appli­
cation, merely an inquiry.

Air. Alexander. I hope you do not promote it.
Air. P assman. I am going to discourage it, and I hope you will di s­

cuss it with the committee before you proceed, i f you do plan to pro­
ceed.

BU IL D U P A ND  TR ADE  W IT H  CO M M U N IS T CO UNTR IE S

Let, me say now tha t it was large ly through Air. Gary ’s efforts, in 
my opinion, and as a result of his unt iring work, that the Marshall plan  
was brought to a conclusion quicker than originally anticipated , and 
at much lower cost.

But, I believe there is another side of the picture  which should be 
viewed objectively: That is, at  the end of AVorld Wa r II  Russia was 
about the  lowest on the totem pole of the European nations, so f ar as 
its economy was concerned. The Alarshall plan, of course, helped 
rebuild Europe. However, practically every European  nation had 
numerous trade agreements with Russia and her satellites. So, when 
we credited those countries w ith these billions of dollars, they would 
enter into t rade agreements with Russia and the satellites, and they 
were procuring hundreds of millions of dollars, if not billions of 
dollars, of their requirements from Russia and the satellites. As a 
result, they were build ing up the economies of the Soviet bloc just 
about as rapidly as we were bui lding up the economies of the Euro­
pean countries, which were the recipients of our aid.

Air. H arriman. We had control. The legisla tion was changed, but 
we had controls from the very beginning. It  is not a correct state ­
ment to say the development of Europe helped develop Russia or 
the Communist countries. It  helped develop the anti-Communist 
countries, sir. I think in fairness to the record that should be said.

Air. Passman. Hid the European nations have trade agreements 
with the satellite countries?

Air. Harriman. Yes.
Air. Passman. They were buying much equipment and supplies 

from them?
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Mr. Harriman. They were l imited under agreements at tha t time 
which we worked on. I was part icipa ting in them. There was a 
difference of opinion as to  what was strategic and what was not, but 
it was a cooperative attempt. We had NATO tha t began at tha t 
time. This was a cooperative attempt to work this out during the 
Marshall plan days. I have no idea what happened after 1952. 
Tha t was afte r 1 was involun tarily  discharged from government 
January 1953. I do not know what happened.

Mr. P assman. The Congress d id not  approve the way it  was being 
handled, so the laws were amended to place restrictions. I make 
(that as a statement  of fact. I am not trying to win an argument, 
just to let the record show tha t the outflow of capital  and goods 
from the Marsha ll plan-recipien t countries into the Soviet satellites 
was so substantial tha t Congress amended the law, because of dis­
satisfaction with the way it was being administered and the type 
of contracts which the European countries had gone into with some 
of the  o ther countries.

Mr. H arriman. They certainly  traded, but durin g the period I had 
the Marshall plan I felt the t rade was on balance in favor  of Western 
Europe ra the r than  in favor of Eas tern Europe.

Mr. Passman. It  may have been, but the Congress disapproved 
and had to tighten up the law on the trading .

Mr. Harriman. Congress was extremely cooperative in those days 
and added a grea t deal. Senator Vandenberg, a Republican, was one 
of the designers and architects, and I am happy to be here with 
Congressman Gary who, as I say, understood the program. I am 
very happy to hear him repeat what we all knew, tha t President 
Eisenhower felt that this was one of the grea t efforts of our country 
to block a Communist takeover.

Mr. P assman. No man could be any more complimentary of Mr. 
Gary than  I  am. Nevertheless, I am fam iliar  with those trade agree­
ments. We had to amend the law to t ighte n it up. It  was flowing in. 
Some people claim that Russia’s economy came up throu gh this  chan­
nel at least as much as the economies of the recipient  nations.  I hope 
tha t it did not.

Mr. Harriman. I th ink not. It  was for  other  reasons. Principally, 
if I may say so, i t was because the Communists exploited th e people, 
kept them on a very low standard of living, and put all the ir efforts 
into development.

Mr. P assman. I want, before we get into the examination today, to 
straighten out a prior  par t of the record.

countries receiving foreign aid assistance

I made the statement t ha t out of 113 nations, 101, past, present, or 
planned, were getting  some type of foreign aid. I would not blame the 
administration for try ing  to change those percentages. But in so 
doing, it was necessary to pick up five principalities and, I believe, 
the Vatican as nonrecipients of aid. You did put those on the list, 
five principalit ies ?

Mr. Tennant. And the Vat ican.
Mr. P assman. And the Vatican.
Mr. Tennant. That is correct, sir.
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Mr. Passman. This is not too significant, other than to let us see 
who is accurate on the numbers.

Also, we find in the testimony that  they do anticipate, or expect, they 
would have some small aid for these two new nations tha t were born 
on July 1; namely, Burundi and Rwanda. Am I stating i t correctly, 
that  they said there might be a small aid program for these two 
nat ions in fiscal year 1963 ?

Mr. Tennant. Yes.
Mr. Passman. Out of the contingency fund ?
Mr. Tennant. They indicated while nothing was programed there 

was a possibility of a small gra nt program in 1963. I would assume 
tha t it cotdd be funded out of either development gran ts or con­
tingency.

Mr. Passman. On the first list you gave me you even included 
Algeria, which you later deleted.

Mr. Tennant. That is correct, sir.
Mr. Passman. Our apologies, Mr. Secretary, for taking  this occa­

sion to straighten out a previous record.
Our distinguished witness, the Honorable Seymour J. Janow, will 

have a statement to read into the record la ter. As Governor Ha rri ­
man may have other appointments, I am going to yield  to the other 
members of the committee to ask the Governor any questions they 
may have.

Mr. Harriman. Could I finish my testimony ?
Mr. Passman. Tha t will be fine.
Mr. Harriman. I would like to have Mr. Janow stay with me.
Mr. Passman. Yes, I was, through courtesy, yielding to the gen­

tlemen to question you on your statement, so that you could go, and 
at 1 :30 the gentleman would return and he can read his statement 
into the record.

Mr. Harriman. Tha t will be fine.
LI M IT  ON EX TE NT  OF FOREIGN AID PROGRAM

Mr. P assman. Governor, do you agree th at there is a limit beyond 
which we cannot draw on our resources to help other nations of the 
world ?

Mr. Harriman. Obviously, there is, sir, but I  think the  net balance 
of our foreign aid has contributed not only to our security but, in the 
long run, to the prosperity of our Nation. I think the record shows 
tha t very clearly.

Mr. Passman. According to the information we have, our public 
debt exceeds by $23,700 million the combined public debts of all the 
other nations of the world. Have you had an opportunity  to check 
that  matter?

Mr. Harriman. No, I have not, sir.

BA LANC E-O F-PAY ME NTS DEFIC IT

Mr. P assman. During the past 10 years we have had a balance-of- 
payments deficit aggregating $19,600 million, and it has been very 
substantial every year with the exception of 1 year, and we had a 
credit of only a half billion dollars tha t year.
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Mr. H arriman. For many years prior to tha t we had a balance- 
of-payments surplus, and one o f the problems, as Mr. Gary knows, 
was the dolla r gap since th at time. On the other hand, we had a lot 
of gold in the  ground in Kentucky, and much of the deficit has gone 
into use of tha t gold to invest in foreign countries by private indust ry 
and private persons, and we have na tional  assets abroad, both in loans 
and in properties, which are very substantial. I have not come pre­
pared to discuss our balance of payments, but tha t figure I would 
be glad to supply the committee.

Mr. Passman. So we did have a favorab le balance until the aid 
program started ?

Mr. Harriman. We b uilt up a very large  surplus of gold.
Mr. Passman. Shortly afte rward we went into an annual  balance 

of payments deficit ?
Mr. Harriman. That is correct.
We have made in tha t period of deficits some very large invest­

ments abroad by private industry, as well as loans, which are good and 
sound and will be repaid,  and w’e are gett ing a substant ial income from 
those investments abroad, and it is a national asset. As a m atter  of 
fact, tran sferring our gold buried in Kentucky and assets in other 
parts of the world is a useful thing.

REDUCTIONS IN  GOLD RESERVES

Mr. Passman. At the close o f 1952 we had gold reserves of more 
than $23.2 billion. The so-called free world countries  then held $13 
billion in gold. During the period since then our gold reserves 
dropped to $16,947 million, as of the close of 1961, but the so-called 
free world countries buil t their gold up to $23,683 million.

Back in 1952 some of the great bankers of America expressed con­
cern a t our gold holdings of $23 billion in round figures, recognizing 
tha t it required about $12 billion in gold to support our own mone­
tary  system, which left  us about $11 billion in free gold. Foreign  
governments held a possible claim of $10 billion agains t that  amount. 
So, we ju st had enough gold then to met foreign claims, mathemati­
cally speaking, and support our  own monetary system.

We find today tha t not only did foreign free world nations  build 
thei r gold holdings to $23.6 billion, reducing our gold to $16 billion- 
plus, because they also bought other gold, bu t du ring t ha t same period 
they pushed their short-term dollar assets up to $22.5 billion.

Gold is now leaving our country at the rate  of about $5 million a 
day. The situation, on the face of it, is a seriously a larming one.

Off the record.
(Discussion off the record.)

INF LUENCE OF FOREIGN AID ON U.S.  BALANCE OF PAYMENTS

Mr. Harriman. The Pres iden t is giving this question study. The 
question of foreign aid is one of the factors  tha t relates to our bal­
ance of payments problem, but only one. You will get testimony, tak ­
ing i t as a whole, as the the amount of dollar drain there is in th is p ro­
gram. Tt is relatively a small percentage.

Mr. J anow. We have made a budget for the next year, which I will 
describe to the chairman later.
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Mr. Harriman. What  is the percentage ?
Mr. J anow. The figure of 80 percent of the total expenditure in the 

United States is approximately correct.
Mr. Harriman. So that this is goods and services which we are giv­

ing, not dollars.
This is a problem, yes, but I think you ought to balance against the
f old drain on this country the investments we have made abroad, both 

y the Government, which are good ones, various agencies of the 
Government, Export- Import Bank and otherwise, tha t promoted our 
trade, also private investments which are profitable.

If  you go through a bank’s balance sheet, no bank in the world can 
pay out tomorrow all of its depositors. The total assets of the 
United  S tates internationally  would be a very formidable figure. If  
you also look forward, our prosperi ty is based on foreign investments 
by th is country. Today we are the greatest  indus trial Nation in the 
world and have to be prepared  to be bankers for the world , help them 
develop as Great B ritain did  before us. Unless we act as bankers and 
not as holders of gold, we will not be able to deal with the international 
situation.

I have myself obviously concern for  this  as a problem, but i t can be 
solved. As far  as I am concerned, it would be in my judgment  a 
great mistake to confuse our overall balance-of-payments problem 
with the foreign aid program. I think  the foreign aid program 
should go forward  as p art  of the overall program of this administra ­
tion. The President said on the interna tional radio, the first one that 
bounced off the satellite—I happened to be in Switzer land and heard 
him say it—the dollar is sound as gold. At tha t moment the specu­
lators, next day the speculators ran to cover, and the price of gold 
went down and the prices of gold shares went down.

Mr. Passman. Then, you would not think  our oversea milita ry ex­
penditures  and foreign aid have substant ially upset our balance-of- 
payments position ?

Mr. H arriman. The foreign military expendi tures are different 
from foreign aid.

Mr. P assman. Do you th ink the two together have upset it?
Mr. Harriman. I am testi fying  here on foreign aid. As far as 

foreign  milit ary expenditures abroad are concerned, I  am not test ify­
ing, and that  is something which I would prefer you get Secretary  
McNamara to discuss.

president’s remark on the dollar

Mr. Passman. Let us see what the President said about thi s:
The United States will not devalue its dollar. And the fact  of the mat ter is 

the United States can balance its balance of payments any day it wants if it 
wishes to withdraw its support of our defense expenditures  overseas and our 
foreign aid.

I assume he knew what he was talking about.
Mr. Harriman. At the same time, he is recommending these ex­

penditures  to this  committee, and I do not think this committee should 
confuse our balance-of-payments problem with the problem tha t we 
are faced with, the wisdom of this foreign aid program.
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Mr. P assman. Thank you, Governor. I was quoting the President. 
Mr. H arriman. May I  say also what he said was this. I think his 

statement was tha t the dollar was sound as gold.
Mr. P assman. That does not necessarily mean it is as sound as gold, 

because Mr. Kennedy says it.

STEEL IMP ORTS

It is my u nders tanding tha t oidy 61 percent of our  capacity in our 
steelmills is being utilized. Of course, there are a lot of people who 
believe that it is all right tha t you could lose 70 percent of your trade, 
but as long as you let the Treasury pay the bills and manufacturers 
keep rolling, there would be prosper ity.

This item points out t ha t our steel imports exceeds our expor ts:
Fo r the  fir st  5 mo nth s of th is  y ea r ex po rts  t otaled  801,000 tons va lue d a t $174,- 

779,000, and  i mp or ts 1,689,000 tons value d a t $198,675,000.
We actually imported more than  twice as much steel as we ex­

ported, in to tal tonnage. We were able to  buy 1,689,000 tons of steel 
from abroad for $198 million, yet we had to charge $174 million for 
801,000 tons of steel that  w’e shipped abroad.

I found tha t you could buy certain types of steel from Sweden at 
$31 a ton cheaper than  at  Pit tsburgh,  and as much as $33 a ton cheaper 
out of Japan.  You can go to nearly any steel warehouse, and you will 
find more foreign steel and steel products than American steel.

Mr. H arriman. You read the figures so fast  I  did not keep in touch 
with it.

You have to keep in mind the value of the product. Steel is not 
steel. There are dif ferent types.

Mr. Passman. I used every ounce according to tha t statement.

INCR EA SIN G TRADE W IT H  IND USTR IAL IZE D NA TIO NS

Mr. H arriman. All I want  to say is that on balance I told you as 
nations become industrialized, our trad e with them increases, and I 
gave you an example of Jap an  where in the last 6 years our trade 
increased from $600 million—we have sold to  Japan from $600 mil­
lion in 1955 to $1,700 million in 1961. That is during a period of rap id 
expansion, and we can profit by the expansion of other  countries as 
we have in the case of Japan.

I also indicated tha t in  5 years we have sold to Jap an  $1,700 million 
more than we have imported.  You would have to analyze the steel 
situation. As far  as I am concerned, I regre t t ha t our economy has 
not expanded as rapid ly as the President hoped it would, and I would 
hope it would.

IN FL UEN CE OF FOREIGN  AID PROGRAM ON EM PL OY MEN T

The problem of our steel p roduct ion is not the export figures but  
the fact we are not consuming it and our economy is not expanding 
as fa st as we had hoped and therefore the economy is no t consuming 
steel domestically. There are many reasons for that.  Certainly our 
foreign aid programs do not contribute  to unemployment in this  coun­
try. If  anything , they contribute to employment.
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Mr. P assman. I think you are r igh t there. I think we could trip le 
the foreign aid program and trip le employment, but our resources 
would soon be gone. This thing about 80 percent of i t being spent in 
America is a myth. The bills are paid from the U.S. Treasury, and 
not from the recipient  countries.

I am from a cotton-producing State.

AID TO JAPAN

Mr. Harriman. Jap an is one of the big importers of cotton from 
your State, and from Texas, and from California .

Mr. P assman. We can get our cotton competitive on world markets 
only by having the Government subsidize it at 8 ^  cents a pound.

When we go into our exports, everything shipped out is taken into 
account, including Public Law 480 agricu ltural commodities and all 
shipments against  foreign aid. I think the statistics would show that 
we have not only a balance-of-payments deficit but also a trade 
deficit if you take into account the subsidies and what we give away.

Mr. H arriman. In the case of Japan there has been no aid given 
Japan in recent years. I use tha t country  because there has been no 
aid given to them recently. They have paid cash on the barre l for 
whatever they have bought.

Mr. P assman. With money that we had given them under  various 
types of aid. You did have an aid program, because I have in­
spected many of them. You had the technical-----

Mr. Harriman. In the  GARIOA period.
Mr. J anow. Par tici pan t t rain ing  program,  a very small program.
Mr. Passman. They had an aid program. We were there and in­

spected some of the projects going on, and we pleaded with them to 
discontinue them. It  was a rather difficult job.

EFFECT OF FOREIGN AID PROGRAM ON U.S.  ECONOMY

I shall not prolong this, because we cannot talk  ourselves out of 
this mess. We are proceeding toward breaking America with this 
foreign aid program, and there is not enough expert evidence in the 
Nation to disprove it on facts.

Mr. H arriman. We are  making a prosperous America through the 
aid program. We are contributing to the prosperity of America.

AID TO JAP AN

Mr. Passman. Governor, the record shows our mutual security 
program with Ja pan from its inception through 1961 was $22 million. 
Tha t was just on mutual security economic assistance.

Mr. Harriman. From what year?
Mr. P assman. From 1954 to 1961. We had an aid program there.
Mr. Harriman. Insignif icant compared to the fact we sold $1.7 

billion in 1 year.
Mr. P assman. We made a lot of loans to Jap an,  too; did we not?
Mr. Harriman. Not Government loans under the  foreign assistance 

program.
Mr. Janow. They are considered very good loans.
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Mr. Passman. Regardless of how good they are, we made loans to 
Jap an  to buy the cot ton; did you not ?

Mr. J anow. These loans made throu gh the Export- Imp ort Bank 
are in a revolving fund  and they are considered the  safest and most 
profitable kinds of commercial-----

Mr. Passman. You had the long-range development section, too.
Mr. Janow. Commercial banks participa te in this, as you know.
Mr. Passman. I know.
Mr. J anow. This is sought-af ter business.
Mr. P assman. If  we can cure these ills by g iving away our wealth, 

then it is a formula with which I  would like to become familiar.
Governor, I shall yield to Mr. Gary.

EX PE N D IT U RE OF  AI D FU N D S BY  R EC IP IE N TS

Mr. Gary. Mr. Secretary,  some matters have come before th is com­
mittee which have disturbed me considerably. For example, on yes­
terday  i t was pointed  out tha t in I ran , and I know this is not in your 
region but I cite this as an example, while we were giving them aid 
under this program, at the  same time they were buying our gold with 
the ir money. Tha t looks like a rath er incongruous situation so f ar 
as I  am concerned, th at  we should be giv ing aid to a country which is 
able to buy our gold, especially with our gold reserves dwindling. It  
would seem to me to produce a very serious situation.

REBUILDING OF VIETNAM PRESIDENTIAL PALACE

In  add ition to tha t I  have a clipping here f rom a pa per under date 
of Ju ly 3, headlined Saigon, which states that South Vietnam has 
raised nearly $75 million to rebuild the Presidentia l palace which was 
bombed and shot up by two renegade fighter pilots on February 27.

Mr. J anow. I don’t think that is correct. It  could not possibly be 
correct.

Mr. Gary. I am citing this  just to get the real facts.
Mr. J anow. We would be happy to supply  them. That cannot be 

correct.
Mr. Gary. I couldn’t imagine South  Vietnam in the ir present condi­

tion rais ing $75 million to rebuild the Presiden tial palace.
Mr. J anow. If  you saw the build ing you know the whole complex is 

nothing like that.
Mr. Gary. I couldn’t see how that  could be true.
Mr. Harriman. We shall get you the facts.
(The information suppl ied follows:)

I nformation on R ebuilding of P residen tial  P alace—Vietnam

The Vietnamese Government plans to spend the equivalent of about $340,000 
in rebuilding the Presidential palace, including both Government and public 
contributions to the  reconstruction fund.

No U.S. funds will be used for this purpose.
Mr. J anow. I t might have been $75,000, sir.
Mr. Gary. Here is the clipping.
Mr. Passman. Off the record.
(Discussion held off the record.)
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Mr. Harriman. This palace was built by the French du ring  colonial 
days, I believe.

Mr. Gary. I think I asked yesterday for some explanation of the 
Ira n situation.

Mr. Harriman. I hope you will get the situation as to Iran . I can­
not attempt to answer it.

Mr. Gary. I want the  facts  pu t in the record because they are m at­
ters dis turbin g me considerably.

As you know, I personally have favored the program from it s incep­
tion. I have thought that  it is a very vital pa rt of our national defense.

At the same time, I  do think it  should be kept within proper bounds 
and th at we should not put any more money into it than  is absolutely 
necessary and is justified under our present situation.

VU LNERAB ILITY OF THE FAR EAST TO CO MM UN IST  IN FILT RA TI ON

Mr. Harriman. In 1948 when you first started with me in this 
program Europe was under direct Communist attack. I think  the 
area of the world under the most Communist attack is the area of 
Asia, of which the F ar  East is part. It  is directly next to the Soviet 
Union and Communist China, and I view this from Ira n across. It  
is the most vulnerable and in my judgment, s tudying  it  more particu­
larly in the  last year, we can strengthen the forces of freedom in this 
area and save it from Communist domination i f we tackle this problem 
with the same energy and persistence as we did the Marshall plan 
with your cooperation and the cooperation of this committee.

Mr. Gary. But I think we should tackle i t with due regard for our 
own fiscal situation and with due regard for the necessities of the 
situation, and also as economically as it can possibly be done.

Off the record.
(Discussion held off the record.)

PURCHASES OF GOLD BY CAMBODIA

Mr. P assman. Most of us are familiar  wi th your region. There is 
a situation in Cambodia similar to the one in Iran, in tha t they said 
Ira n has no budget. We do not know where this money goes.

Out in Cambodia in fiscal year  19G1 we gave them $24 million, and 
before the  cat could lick its  tai l they bought $12 million worth of our 
gold.

We shall discuss tha t ma tter in more detail later.
Mr. Natcher?
Mr. Natcher. We want to thank you for your appearance before 

our committee at this time and  fo r the fine statement you have made.

EFF ECT OF  FO RE IG N AID ON  N E W LY  IN D E PE N D E N T  NATIO N S

As you know, the underdeveloped countries are  now in the majority 
on the General Assembly in the United Nations Organization, and 
the same situation applies in the Internatio nal Monetary Fund.

From time to time we read in the pape r of the new dic tatorships 
which are building up in South  America, in the Congo, and in other 
places.



557

I am very much concerned about some of the new nations of the 
world.

How do you feel generally about the mutual security program 
and the new nations, keeping in mind, Governor, the fact  t ha t these 
nations are underdeveloped nations and in need of many things  to 
help them at this time ?

Do you believe this program is working successfully so far  as the 
underdeveloped nations of the world are concerned, and jus t how 
far  should we go along this line ?

Mr. Harriman. Mr. Natcher, so far  as the Fa r East is concerned 
I should like to limit my testimony to tha t.

I think  the program we are following there is essential. We have 
a number of countries which are committed in terms of military 
alliances with us and a number of them which are uncommitted. They 
prefe r to be neutral.

The President of the United States  s tated in his inaugural address 
tha t he was in sympathy,  tha t he believed that the neut ral nations 
had a place to play in the world.

I think from our nationa l interest standpoin t the countries which 
are ready to maintain their  independence and to fight for their  
independence are important  to us. There are countries undermined 
and taken over by communistic dic tatorship throu gh allegiance to the 
Communist capitals of Pek ing and Moscow. There  has been a growth 
of democracy in the area.

EX AM PL ES  OF  IM PR OV IN G STA B IL IT Y

We have seen it in the Philipp ines. We have seen a recent election. 
No one questions its fairness. There is a vigorous new group of men 
who have taken over. They won the election largely  on a national 
probity basis.

You can see democracy developing in J apan  from an imperialistic 
regime, and it is very encouraging.

Australia and New Zealand, of course, come from the British  
tradi tion, as we do.

So far  as some of the other countries are concerned they are in a 
less developed state politica lly and economically.

There are different types of governments in each of them and 
political  difficulties in many of them.

We have in Malaya another country which has come out of colonial­
ism and seems to be on a very sound basis.

IN F L U E N C E  OF  ED UC AT IO N ON  POLI TIC AL AN D EC ONOM IC  STA BIL IT Y

I don’t want to run down the list of the countries, but political 
institu tions require development and one of the problems of the area 
of the Fa r East is education. You cannot have a democracy unless 
you have educated people. The literacy rate  is low in a number of 
these countries, and part of the program we have engaged in is to 
encourage education and also encourage the technical skills, as well 
as the essential skills required  in having administrative  personnel 
who know how to operate a government.

87948— 62— pt . 36
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These are all matters which I think work together. I think as the 
economy develops and as education develops these countries all in 
this area want to remain free, and basically they recognize the rights 
of individuals, and they are developing in a manner tha t as time goes 
on they  can play an increasingly important  role in the preservation 
of the ideals on which our country is founded.

Tha t is a general statement but you asked a general question.
I must confess that 1 read in the paper a ll of the difficulties of this 

area since I have been studying it. I am very much gratified to 
find a growing strength of some of these countries, and therefore I 
made my statement to you on the basis of the progress which is being 
made.

I am confident that  if we stay with this program we can hope for the 
same kind  of results, although in a different manner, the same end 
results, make these countries impervious to communism, such as we 
achieved in Europe.

MALAYA FEDERATION

Mr. Natcher. You know about the conferences held recently in 
Malaya concerning the confederation there ?

Mr. Harriman. Yes.
Mr. Natcher. Do you feel this situation is in the best interest of 

tha t section of the world ?
Mr. H arriman. I think  so. It  will include Singapore, which is the 

great port directly south of Malaya, and then these areas in Borneo 
which are to be included are in relatively close proximity .

This Federation should add strength. The strongest of all of them 
is Malaya itself. The Briti sh have felt it was bette r to have the 
Asians develop these areas than  to continue with a colonial system.

I think  they are right in that.  I would hope that  out of th is would 
come an increasingly important nation.

Mr. Natcher. As you well know, we have had a number of new 
nations receiving thei r independence in the last few years. This 
concerns me from the standpoint of how far we can go at this time 
to help these countries with the  many problems th at they have. I am 
just wondering if some of the countries perhaps have not received 
their  independence a little sooner, perhaps, than  they should have.

How do you feel about that ?
Mr. H arriman. In  this case we have no aid fo r this area. If  there 

is some aid to be given it will be new business. This  is a new area 
and they are all areas outside of our aid.

On the general question, one could argue that the United  States 
insisted on gettin g its freedom before it was ready. Some people 
can argue we would have been be tter to remain in colonial tutelage 
for  a considerable number of years and we might have been better 
off and might not have had all the struggles  of our forefathers.

When people want to be free they want to be free, and tha t is an 
urge which exists in the world. I  think we have to recognize we must 
support it.
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FOR EIGN ASS ISTANCE ESSENTIAL  DURING TR AN SITION  FROM COLONIA L 
STAT US TO INDE PEND EN CE

There are certain  par ts of the world which need addit ional  aid, 
but I thin k the  kind of aid we are giving and Europ ean countries  are 
giving to help them go through this transi tion from colonial status 
to independence is worthwhile.

You know, the French are giving very generously to the ir former 
colonies to help them throu gh this period. I think they are very 
wise.

The British  have done the same thing.
Mr. Gary. And we have done the same thing in the Philippines.
Mr. Harriman. We have done the same thing in the Philippines  

and tha t is one of the reasons I  mentioned the fact I think  we should 
continue to help  them through this period.

Mr. Natcher. Governor, I  hope tha t all of the new nations  are  able 
to take care of themselves before dictatorships take care of them. 
Tha t is the part I  am wondering about.

Until they learn to walk and take care of themselves I wonder 
just  what the situa tion will be.

Mr. Harriman. There are some dictato rships  in the new nations, 
some quasi-dictatorships, and some leaderships which come from per­
sonality. I t is very difficult to draw the distinction.

It  depends, I think , on whether  the countries have civil liberties, 
the right of fa ir trial and the right of habeas corpus, and that  sort 
of thing.

importance of education program

Mr. Passman. Education  is important; is it not ?
Mr. Harriman. I t is vital to everything. In all these countries 

education is foremost, and I think as we found in this country edu­
cation is very expensive.

Mr. Passman. We found so yesterday, for example, when we ex­
amined a country  in the Middle East . We had poured tens of 
millions of dollars  there in the educational field. However, the l iter ­
acy rate had remained static. This was in Iran.

Mr. Harriman. We find tha t in New York State, part icularly  in 
growing  communities. In suburban areas there are extraordinary 
heavy expenditures fo r education. It  is not unnatura l tha t these under­
developed countries with limited resources find the cost staggering.

AID ASSISTAN CE TO BR IT ISH POS SESSIONS

Air. Passman. As I  pass to Mr. Rhodes, let the record show again 
tha t we are not satisfied to get into 101 o f the 113 nations with this 
AID program. We also are in practically every Briti sh possession 
and territory.

SEATO ORG ANIZAT ION

Air. Rhodes. Can the SEATO  be compared in any way with NATO ? 
Mr. Harriman. No.
I would like to put this off the record.
(Off the record.)
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DIFFER ENCES  IN  ASSISTANC E TO EUR OPE  AND  FAR EAST

Air. Rhodes. I s not the magnitude of the  task much grea ter in this 
part  of the  world than in Europe, even in establishing these nations  
as nations which have a reasonable chance of preserving the ir own 
independence, economically and politically ?

Mr. Harriman. The task in many ways is fa r greater than  the 
Marshall plan, but  in terms of money, it is of course less, because 
the economies are  so relatively  small th at they cannot absorb. Even 
if we were generous enough to give them everything they required , 
they cannot absorb more than a limited amount of aid in th eir develop­
ment, either as loans, technical assistance, or  grants. The European 
countries were rebuild ing what they had before as well as expanding 
and, therefore, they had all of the infra structure, all of the functions 
of government, and the functions of business which made it possible 
for them to recover.

The programs in the underdeveloped countries of the East will take 
far longer. In Japan, of course, it did not. Jap an is an industrial 
area. The development of an agricultura l nation into an industrial 
nation is a very slow process, and un til such time as th e income of the 
countries can be built  up f rom within, their opportun ities for invest­
ment are relatively  small.

Mr. Rhodes. Governor, I certainly tend to agree with you on what 
you just  said. Is i t not actually true th at  the s ituation is fu rther com­
plicated by the existence of a very large Communist predatory nation 
on the  flanks of these smaller nations  in Asia, therefore  giving rise 
to some doubt as to whether there really is time remaining to do the 
kind of things which the admin istrat ion would like to do in that  
area—in other words, to  build these nations into entities which can 
remain independent by the ir own force and by the strength of their  
own economies and national institutions  and with a minimum of help 
from outside? Do you think there is time to do that , in the way we 
are. trying to do it ?

Mr. H arriman. I think those who doubt that underestimate the 
religious forces in the area and the urge tha t exists for freedom and 
independence from what you call the preda tory nation which has 
always been there. Also, there are those who think Communist 
China could go ahead faster tha n some of the re st of us do. I myself 
believe tha t there is no reason to believe these countries cannot retain 
the ir independence. They must have outside assistance in order to 
do it. If  they are lef t without outside assistance, I  think they would 
flounder, just  as in the Marshal l plan there is no doubt tha t Stalin 
thought he would take over Europe.  I  must confess th at things  are 
happening in Europe which are star tling to me. I never thought we 
would find the time when northern Ita ly would be short of labor. 
Throughout my lifetime in business, Ita ly had a surplus of labor and 
a grea t unemployment problem, and now we have a grea t indus­
tria l complex developing, which shows what can be done, if there is 
the kind  of united effort which we developed in Europe.
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NEE D FOR MORE C OM MUN ITY EFFORT I N  FAR EAST

One of the problems in the East, which is dif ferent from Europe, 
is tha t in Europe we had a united effort with the countries working 
together, and in the Eas t there has not been the same kind of rela­
tionship, and most of the countries have been tied to some European 
country rath er than  developing a community feeling. One of the 
things I hope we can do is to develop more of a community relation­
ship than now exists in this area, and tha t will add to the strength. 
I would not be willing to be pessimistic about it. I think I  understand 
the difficulties, and I join you, sir, in recognizing the difficulties.

CO MMUN IST CHIN A

Mr. R hodes. What is your prognosis f or Communist China with in, 
the foreseeable futu re ?

Mr. H arriman. I do not think anybody would want to make any 
firm projection. They are now enter ing thei r fourth year of crop 
conditions which are not good. The failu re and the utter collapse of thei r economy, however, did not come, in my judgment , because 
of crop failures, but because of the inhuman and unworkable system 
which they tried to impose on the Chinese people. They will have 
to go throu gh a real reorganization.

tOIT the record.)
Mr. Harriman. There are opinions all the way from tha t to the 

belief tha t the present regime will adjus t itself to face th e realities  
of th eir situation and will re tain power. I would not want to pro ject 
that.  I want to say tha t we have time now, but 3 years  ago it did 
not look as if we would have time. In 1959, I took a trip throu gh 
there. China was moving ahead so rapidly I was gravely con­
cerned. I think we can assume t ha t China will be so preoccupied by 
her own difficulties which stem from her economic collapse that we 
have some time to help stabilize this area, including India. I think 
we ought to take advantage of tha t time. In other words, I think 
the fact tha t we have time time should lead us to  have grea ter con­
fidence in the program and lead us all to redouble our efforts and 
get the countries to redouble thei r efforts to make the kind of political 
and social progress which is necessary to achieve our objectives.

(Off the record.)
Laos

Mr. R hodes. Governor, in Laos, as you mentioned before, there had 
been a cease-fire, and during tha t time negotiations were in progress 
for final settlement. The Communists broke the cease-fire and pretty  effectively overran northern Laos and stopped resistance from the 
Phoumi forces. Later there was actually a settlement, as we know. 
Was there any difference in the final terms of the settlement than 
those terms upon which negotiations  were being conducted prior  to the time the cease-fire was broken ?

Mr. H arriman. No. The agreement was pretty  much finalized last December or J anuary. The internationa l terms were finalized. The 
internationa l conference waited until  action and the establishment of 
the government of national  union which the internationa l agreement
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was based on. That agreement between the three princes was nego­
tiated  between them, and we were not involved. Then when they came 
to Geneva with a united delegation and made the declaration of neu­
tral ity on which the international documents hung, the agreement 
was signed in a relatively few days.

Mr. Rhodes. Did the Communists gain  anything by breaking the 
cease-fire?

Mr. Harriman. (Off the record.)
Mr. Rhodes. How long prio r to breaking the cease-fire did we quit 

giving aid  to General Phoumi ?
Mr. Harriman. We did not stop giving relief. From February 

through May, we stopped giving budgetary support. They used up 
their  reserves to some extent, about $20 million in foreign exchange. 
They used up those reserves, and they borrowed from the national 
bank to carry on their action.

(Off the record.)
Mr. Rhodes. We help other nat ions th at do not agree with us. We 

do not  impose our will on Indonesia or many other nations that  we 
help. It  seems to me there is a bit of an inconsistency.

Mr. Harriman. Off the record.

PAY  FOR LAO TROOPS

Mr. Rhodes. How were General Phoumi’s forces paid ?
Mr. H arriman. They were paid  by their Government, but we con­

tributed to the budget of the Government.
Mr. Rhodes. But you cut that off.
Mr. H arriman. That was cut off.
Mr. Rhodes. You said in February.  There was not any money to 

pay the troops.
Mr. Harriman. Oh, yes, there  was. They were paid exactly as 

they were before and at exactly the same rate. For  this brief period, 
they were able to use th eir foreign reserves, and also to borrow from 
thei r nationa l bank in order to carry  this budgetary assistance. If  
this had continued for a year, they would have gotten in great finan­
cial difficulties, but for the b rief period in which our aid was cut off, 
it did not affect the fighting effectiveness of these troops.

Mr. R hodes. What was the value of the kip in Februa ry?
Mr. H arriman. It  was fixed at 80.
Mr. Rhodes. Was it the same in May ?
Mr. Harriman. I think it went to about 110.
Mr. Rhodes. Actually, then, the troops were not gettin g the same 

amount of purchasing power. Thei r purchasing power declined about 
40 percent in 4 months.

Mr. H arriman. You cannot tell. Tha t is speculation.
Mr. R hodes. I agree that other elements may be per tinent , but, th is 

looks like a real loss to the troops because we withdrew aid.
Mr. Harriman. We kept our military advisers there. We gave 

them all the  arms and ammunition. We continued our t rain ing p ro­
gram. We continued the relief of the  war displaced people. All we 
stopped was the direct budgetary  assistance. They were able to draw 
on their  reserves and borrow from their nationa l bank in such a 
manner tha t it did not affect the milit ary effort. Of course, they
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would have been in chaotic conditions if it continued for a longer 
period of time.

Mr. R hodes. Off  the record.
(Off the record.)
Mr. Harriman. This is the sort of th ing in which th e aid program 

should use i ts judgm ent when conditions in the world change. We 
should not pour money into situations that  are ready to go down the 
drain.

Mr. Passman. Are all the men here cleared for security ?
Mr. Tennant. Yes, sir.
(Off the record.)
Mr. H arriman. I recognize your questions are very pertinent, and 

I appreciate ha ving the opportuni ty to answer them.

KOREA

Mr. Rhodes. May we compare the action of this government in 
Laos wi th the one in Korea. We had a takeover by a m ilitary jun ta 
there, upsett ing a government which I believe was freely elected, but 
we did not stop aid. In  fact, I thin k we recognized the milita ry 
junta almost immediately. Is there any inconsistency here ?

Mr. H arriman. There is no connection whatsoever, sir. This mili­
tary  junta  threw out a  previous m ilitary jun ta which had taken over. 
There was a grea t deal of corruption in the country and a great deal 
of dissatisfaction.

Mr. R hodes. Am I wrong? Was there not an election between the  
two juntas?

Mr. Harriman. Yes, you are right.
Mr. Rhodes. Then of course we have the fur the r comparison of the 

action in Peru,  where we again withdrew recognition and suspended 
aid. Can we draw any picture here of a  policy or lack of policy ?

Mr. Harriman. I do not think you can draw any picture. Each 
situation is different, sir.

Mr. R hodes. Eit her  we like dicta tors or we do not. Is there a d if­
ference between dicta tors ?

Mr. Harriman. I do not think that is a fa ir statement. I think  
each situation has to be judged, sir, on the merits of the situa tion and 
on our national interest in the  par ticu lar case in point. You know the 
attit ude  of the  adminis tration on the si tuation in Peru  so far. Wha t 
will happen as a result, I  do not know. The same group of  men made 
tha t decision who made the decision to recognize the junta in Korea. 
The problems are different and the manner in which i t was taken over 
was different. I am afra id, sir, there is no connection between Korea 
and this  Laos situation.

west new guinea agreement

Mr. Rhodes. You talked about another d ictator , Mr. Sukarno. You 
mentioned, when you first came in the room, th at you were somewhat 
elated because we are apparently being successful in getting the Dutch 
to step out of West New Guinea so Sukarno can take over.

Mr. Harriman. Could I change one word ?
Mr. Rhodes. Yes.
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Mr. Harriman. “Elated.” I said I was encouraged.
Mr. Rhodes. Very well. “Ela ted” was my word.
To me, this is a mistake. In the first place, as f ar as I  know, there  

is no more reason for Indonesia to control West New Guinea than 
there is for the United  States to control it—ethnically or any other 
way. In the second place, I  wonder if, by putt ing a dictator who was 
at least somewhat oriented toward  Communists in control in New 
Guinea, we do not create a brandnew Cuba for Australia rig ht off 
the coast there. In other words, I wonder if  this  si tuation might  not 
rise to haunt us.

Mr. Harriman. (Off the record.)

PR OV IS IO NS  OF  D U T C H -I N D O N ESIA N  AG REE M EN T

Mr. Rhodes. This settlement, as you understand it, is something 
similar to U.N. trusteeship  ?

Mr. H arriman. Only for  a brief period . The in itial plan provided 
for 1 year for the United Nations to take over from the Dutch, and 
in the second year the U nited Nations to tu rn over administ ration  to 
the Indonesians.

Mr. Rhodes. Forever, then ?
Mr. H arriman. The final agreement provided 9 months, I think. 

In any event, it will be a very short  period for the United Nations 
in the nature of a trusteeship.

Mr. Rhodes. Is there any provision for a plebiscite later?
Mr. H arriman. Yes; there is provision for a plebiscite. The Dutch 

are satisfied with that. The United Nations will participate in the 
plebiscite in order to assure a meaningful plebiscite. There are also 
provisions th at the Indonesians should respect the human rights, civil 
rights , and civil liber ties of the people, the righ t of education-----

Mr. G ary. The plebiscite is to take place in 1969, is i t not ?
Mr. H arriman. That is correct. Of course, we must confess tha t 

these people have a long way to come. There are 700,000 of them. A 
grea t many of them are living in the mountains and have very little  
contact with the outside world, and  the literacy rate  is very low. The 
plebiscite probably will mean the selection of some symbol which they 
can understand. In  any event, the Dutch are satisfied tha t their  
obligations  are being fulfilled.

influence of prosperity on communist aggression

Mr. Rhodes. Governor, I  have heard it said tha t when we build up 
these nations in this area, we make them more at trac tive  for a Com­
munist takeover. In  other  words, the Communists feel two ways 
about it, apparently. One is th at these nations we help have a bette r 
civilization than the Communist has, so he would like to acquire it 
to satisfy his predatory instincts. Anothe r idea as to why he attacks 
these countries is tha t they are a sort of showplace of the free world, 
which the Communist cannot afford to have in close comparison with 
his own pigsty. Can you see any validity in  this type of reasoning ?

Mr. Harrison. I think there are two ways Communists take over. 
One is by subversion and the other is by m ilita ry action. If  you are 
able to improve the s ituation, as your question indicates , to the point
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where they are so successful tha t the nations  become impervious 
to Communist subversion, they may become a richer  target  for  m ili­
tary aggression.

But I think th at is where the  united  or collective security comes in, 
and one of the reasons for our joining the United Nations  was so 
tha t the United Nations could band together and stop aggression of 
tha t kind. If  it  were not for the moral force of international opinion 
and the m ilitary force of the free nations, of course, the Communists 
would march in.

Mr. Rhodes. This would be aggression to acquire something?
Mr. Harriman. They are more impervious as they develop, they 

become more impervious to subversion but more attractive  as a mili­
tary targe t.

Mr. Rhodes. Fo r the purpose of acquiring and satis fying the preda­
tory  desires?

Mr. H arriman. Yes, sir. On the other hand, they  become so strong 
tha t it  becomes a real asset in terms of economic and milit ary streng th 
of the free world.

Mr. Rhodes. But you see no danger tha t we m ight be creat ing a 
showplace which would unduly  a ttra ct Communist aggression ?

Mr. Harriman. No ; that did not happen in Europe. The only place 
it is happening  is in West Berlin. There is no doubt tha t i t is a show­
case and probably is one of the reasons-----

Mr. Rhodes. You could not  say South Vietnam would become such 
a great showcase as to attr act  aggression ?

Mr. Harriman. Not for  a long time, but the fact tha t there was 
more progress in South Vietnam than  in North  Vietnam is one of the 
reasons for the North Vietnam support o f aggression. I do not think 
they wanted to see South Vietnam improve her condition so rap idly. 
I say so rapidly—it is slowly according to our standards but relatively 
rapidly. In  my statement I gave some figures as compared to North 
Vietnam. That may have been one of the reasons for her supporting 
these insurgents, which is causing all this difficulty.

The other side, of course, is th at North Vietnam would like to have 
the rice bowl of South Vietnam in o rder to  improve her economic con­
dition. The curious th ing is tha t industry was to the north before and 
a large pa rt of the  rice production  was to the south.

Mr. Rhodes. That certain ly was not the reason the North  Koreans 
attacked the South  Koreans, though. There was no showcase there.

Mr. Harriman. No, that was not the case there. I think tha t was 
Mr. Stal in believing th at he could take over Korea and we would stand 
by and invoke the United Nations, and before anything happened all 
of Korea would be under Communist domination. I think  it was a 
complete misconception by Stalin of the reaction of  the United States.

Mr. Gary. He came very near to accomplishing it.
Mr. Harriman. Yes, and if it had not been for a very determined 

U.S. support of the  Uni ted Nations, it would have been done.
Mr. Gary. They had us right on the t ip  a t one time, hanging  on by 

our fingernails.
Mr. Harriman. I was the re at the time of the Pusan bridgehead, 

almost an insignificant area of land, but it was an extrao rdinary 
achievement of the United States  in rout ing the forces that had been 
attack ing, and I  th ink we would have had a serious situat ion in Japa n 
and elsewhere if  Korea had fallen to communism.
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The same way in South Vietnam. Tf you look at. the map, it sur­
rounds Cambodia, Kaos, and Thailand, and would have an effect on 
all th at area if it does fa ll into Communist hands. Off the record.

(Discussion off the record.)

EFFECTIVENESS OF NEUTRAL LAO GOVERNMENT

Mr. R hodes. Do you think  that, the neutralist  government in Laos 
will be able to stop the Vietcong from infiltr ating South Vietnam 
from North Vietnam through Laos ?

Mr. H arriman. There is a very interest ing provision in this  inte r­
national agreement. There are two cochairmen of this meeting, So­
viets and British. The Soviets undertook to police the agreement as 
far as the Communists were concerned. If  it were not for  that,  I would 
have very little  confidence.

Mr. Rhodes. Do you really believe the Soviets will do this?
Mr. H arriman. It  is very hard for me to find a reason for Mr. 

Khrushchev to select Laos as the one place that, he agreed with Mr. 
Kennedy, President Kennedy, in Vienna. They disagreed about 
everything. It  would have been very easy to have disagreed about 
Laos, because it  was under less pressure  as fa r as the Soviet Union is 
concerned.

The other side of it is they volunta rily took this commitment of the 
cochairmen.

Mr. Rhodes. With  what, other country  ?
Mr. Harriman. United Kingdom.
Mr. Rhodes. United Kingdom and U.S.S.R.
Mr. H arriman. They made it. plain in the discussions tha t tha t 

meant tha t they would be responsible for the Communist bloc, four 
Communist countries—China, Vietnam, and Poland—provided the 
United  Kingdom would be responsible for the others.

Mr. R hodes. It  will be interes ting to see how it  works.
Mr. H arriman. It  is hard to see what Mr. Khrushchev gains in 

personal reputat ion if he fa ils to carry out his  agreement with Presi­
dent Kennedy and his agreement as signed in Geneva. Whether he 
will be able to do this  or whether we will get into an argument about 
the facts, I do not know. Bu t if it were not for the factors, I say I 
would be very much concerned about it.

There is no doubt tha t the  other danger  is wi thin the country itself. 
Whether the  non-Communists will work together or no t depends upon 
the future to a grea t extent. If  they do work together, they are in a 
majority and the Pathet  Lao has been held off in the past, and they 
may be able to follow throug h and mainta in their independence.

But in any event, we will have to watch the s ituation very carefully. 
A great deal depends upon the  kind o f assistance we are ready to give 
them, political and economic. I t is not a re latively large  sum, but I 
hope the committee will approve the  aid tha t is being given. It  will 
be much less than the mili tary  side, but we have to continue on the 
economic side. Economic collapse there would be, I think,  playing 
into the hands of the Communists.

(Off the record.)

u.s. position on quemoy-matsu complex

Mr. Rhodes. Is th is administration  firm on re tain ing the Quemoy- 
Matsu complex in the hands of free China ?
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Mr. Harriman. I do not know of any change. I have been over 
the record. I know of no change in  the situation. In  this adminis ­
tration, as in the past, this  administration and the past admin istrat ion 
conformed to the  resolution of the Congress which committed us to 
defend Taiwan and the Pescadores, and these offshore islands were 
related to that defense. I know of no change.

CES SAT ION OF BUDGETARY SUP POR T TO TA IW AN

Mr. Rhodes. I s the withdrawal  of budgetary support to Taiwan 
meeting with the approval of the Chinese Nationalis t Government?

Mr. Harriman. This has been worked out with the Chinese Govern­
ment, and they have agreed to this new program. We, of course, are 
continu ing mili tary  assistance to keep the forces in Taiwan  strong 
and to prevent aggression.

BA LA NC E-OF -PA YM EN TS  DEFIC IT

Mr. Rhodes. This was, I  suppose, prompted by the discussion you 
had over the balance-of-payments situation.

After World W ar I I,  we were pretty much in the position of a man 
in a poker game who had won all the  chips and either had to  find some 
other way to play the game or had to find some way to redistr ibute 
the chips. So the  question is th is: Did we deliberately afte r World 
War II  or at any time, as far as you know, set about to create an 
unfavorable balance of payments ?

Mr. Harriman. No, but i t is very interesting . At  the time—I thin k 
Congressman Gary will bear me out—at the time we were discussing 
this dollar gap there were people who said it could never be closed. 
Do you remember ?

M r.Gary. Ye s,Ido .
Mr. Harriman. It  was not 4 years from then—the Korean war 

was par tly responsible—that the balance began to go in the other 
direction.

No, the attempt was to get these countries back on their feet so 
they could be self-sustaining, but there were many intelligent people 
that thought the dolla r gap would never be closed. Therefore, I am 
not unduly alarmed bv the present situation because the administra ­
tion is taking some very definite steps to see tha t the  gap in the o ther 
direction is closed.

I do not mean to—forgive me if  I  appear to be crit icizing the Re­
publican admin istration, because I criticize Democrats, too—but I 
think perhaps  some steps, if they had been taken a few years ago, 
might  have made it a little bit easier to deal with the situation now.

In  other words, it was not recognized soon enough that there was a 
basic change, and it was expected it would only be temporary . If  
some of the things the President  is now doing had been done some 
years ago, it  would have been easier and we would have been out of the 
woods now.

STEPS TOWARD EASIN G BAL ANCE-OF-TRA DE PROBLEM

Mr. Rhodes. Can you think  of anyth ing specific being done now ?
Mr. H arriman. Yes. In our aid program, buy American, our de-
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fense pro gra m,  buyin g more in the  Uni ted State s ra th er  th an  from  
abroad .

Mr. Rhodes. I ha te to dis pu te you , bu t I th ink you  wil l find  th at  
the  Buy  Am erican  policy was insti tu ted in 1959 unde r the develop­
men t loan pro gra m.

Mr. H arriman. I  th ink it was real ly  before  then, bu t the margin 
is g rea ter . In  some cases it  is 5 or  6 p ercent , in others  25. Now  it  has 
gone  up more.

In  a dd ition  to  t ha t, there is prom oting  th e o the r w ay aro un d, which 
I  th ink is be tte r, prom oting  trad e abroa d, prom oting  tou ris ts  com ing 
to the  Un ite d Sta tes , put ting  a dr ive on to pu t on some of the tra de  
exp ans ion  pr og rams th at  we are  now becoming invo lved  in.

I very  m uch  a pprec iat ed  the  op po rtu ni ty  to  answ er thes e ext rem ely  
int ell ige nt ques tions . They are  t he  same questions I  hav e asked my ­
self. Pe rh ap s you wil l no t tak e th at as much of  a com plim ent , as 
much so as I me ant it.

Mr. R hodes. Tha t pu ts me in a high er  class  th an  I  eve r expe cted  
to be. Th an k you,  Governor , fo r y ou r fo rthright answ ers.

Mr. H arriman. I  only  me ant  to  confirm a sta tem ent th a t I  ap pr e­
cia ted  the o pp or tuni ty  to a nsw er you r qu estions.

U .S . EC ON OM IC  SIT UATIO N

Mr. P assman . I  would  not  have  br ou gh t th is up  if the Gover nor 
had no t mentio ned  It al y.  Th ey  hav e a short age of  lab or  in Ital y?

Mr. H arriman. No rth ern It al y.  Th ere  is sti ll une mploy ment in 
the  south .

Mr . P assman. I f  yo u go downtown into  th e f iner stores, you will see 
ma ny e xp orts fro m It al y  such as fine tie s, fine shoes, many time s shoes 
at  $8 to  $12 a pa ir,  less cost th an  the com parable shoe ma nu factu red  
here in Am erica. You  can go fro m stor e to store and you will  find 
hu nd reds  of such items. We  hav e bas ica lly priced  ourselves out of  
wo rld  ma rkets  as a  resul t of  ou r generosi ty.

Of  the  $500 b illi on  g ross n ati on al  pro duct,  u sing r ou nd  figures, th at  
we bra gged  abo ut in 1962, th e po liti cia ns  at  all levels—Stat e, mu ­
nicip al,  and Fe de ral—h ad  stack ed into th at  to tal  $137 bil lion t hat  had  
to  be draw n off in  taxe s to meet ou r gene rous comm itments to  our own 
peo ple  and th e people  aro un d the  world.

We have  Treasury obligations o f borrowed mo ney now of  ab out $299 
bil lion. We  have s tagg er ing s ta tu tory  obligat ion s f or  services a lready 
com mitted . When you  p ut the  tw o to ge ther it i s in excess of  a t ril lio n 
do lla rs.

In  addi tio n to ou r tax collections,  we owe the  equ iva len t of $20,185 
pe r fam ily , which  mu st be paid or  rep ud ia ted  by generat ion s ye t un ­
born. So, reg ard les s o f all  t he  discus sions about how desi rab le i t is to 
do thes e thi ngs, any perso n who studie s the  economics of  o ur cou ntry 
knows very well there is a lim it to  how fa r we can go. As fa r as I  am 
concern ed, we hav e gon e too far .

Governor , i t has  been a p lea sure to  have you wi th us.
We s hal l pro ceed next to  Mr. Jano w an d it wi ll no t be necessary for 

the  Go vernor  to  re tu rn .
We sha ll recess un til  10 o’clock S atur da y m orn ing .
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Monday, August 6, 1962. 
Mr. Passman. The committee will come to order.
Mr. Janow , we shall be pleased to hear your statement.

Statement of Assistant Administrator, AID, Far East Region

Mr. J anow. Mr. Chairman, I am honored by the opportuni ty to submit to this committee our fiscal 1963 proposals for economic as­sistance in the Fa r Eas t and to consult with you on our current and proposed programs. I expect to learn a g reat deal from the exper i­enced membership of this committee. I hope, in turn, I  may be able to contribute something of value from my experience of nearly 18 years in Asia, largely as a private businessman.
This committee is well aware of the responsibilities and commit­ments th at the United States  has accepted in the F ar  East. You are fami liar with the enormous r isks and difficulties we face there. You have for many years supported U.S. policies there with appropria­tions for milita ry and  economic assistance.
Some Americans have become t ired of this continuing effort, dis­couraged by evidence th at it has not been entire ly successful. They are disheartened by the continuing  prospect of large risks and large expenditures in the Fa r East. Pessimism has been nurtured  by a steady diet of black headlines from across the Pacific. Crises and shor t-run  setbacks have obscured from popu lar view the less pub­licized accomplishments of our policies, including our aid program.

ENCOURAGEMENT IN  FAR EAST

A longer and closer look at the Fa r East reveals a much more en­couraging record and prospect. I bring  this hopeful—but I believe it is realistic—-view to my assignment. Yet I acknowledge that to me, as well, disaste r sometimes has seemed jus t around one corner or another of the Fa r East.  I sometimes was among the “realis ts” who over the past decade and a hal f wrote off as hopeless many of the now independent prospering countries of the Fa r East,
JA PA N

Japan was considered by some of my colleagues in General Mac- Arth ur ’s Occupation Headquarters to be a candidate for perpetual American dole. In  1946-47 it  seemed permanently incapable of feed­ing its growing population. It  was s tripped of its empire, without friends or trade, its cities and much of its indus try and merchant marine wrecked. We provided aid and inspired land and other re­forms. Today Japa n’s spectacular  economic success—with freedom and based on a p rivate enterprise system—is an object lesson for all Asia. Jap an  has agreed to repay a substantial pa rt of our postwar aid. It  has become an important source of economic aid to its Asian neigh­bors, provid ing $380.7 million in reparat ions, loans, and technical assistance last year.
TAIW AN

Taiwan’s days were numbered by the “ realists” in 1950. Today its rap id economic growth—second to Jap an in Asia—makes it another bright spot in the Fa r East. In the past 5 years, Taiwan’s gross
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nationa l product  lias risen 40 percent, agricultura l production 20 per­
cent, industrial output  80 percent. More than 80 percent of the  farm ­
ers own the ir land, and thei r living standards have been broadly 
improved. Our aid and inspira tion have certainly contributed here 
to clear progress.

PH ILI PPINES, BURMA, MALAYA

The Philippines, Burma, and Malaya went through dark  years in 
thei r fights agains t Communist-led insurgents. In 1946-50, the Ph il­
ippines was batt ling Hukbalahap Communists in numbers as great 
as the organized Viet Cong units operat ing in Vietnam today. It  was 
not safe to drive outside Manila at night, or from Manila to Clark 
Air  Force Base. In  Burma, the red and white flag Communist bands 
and minority groups once seemed certain to destroy tha t new nation. 
The entire  Burmese Cabinet was assassinated at a cabinet meeting in 
1947. I recall visiting Burma in 1957 when terro rist  ra ids prevented 
railroads from running at night and often by day. Malaya, supported 
by a heavy British investment in men and money, fought for a decade 
to defeat its Communist guerrillas. I remember on several visits to 
Malaya in the mid-1950’s being met at airpo rts by my clients in ar ­
mored cars, riding  in armored trains, avoiding any nigh t driving, 
racing down highways at  70 miles an hour to avoid ambush, and sleep­
ing in guarded compounds.

Personal security, political stabili ty, and economic progress seemed a 
wishful dream in Malaya in the 1950’s. Today it is stable, democratic 
and relatively prosperous—an achievement of the righ t mixture of 
Malayan and British  effort.

• SOUT H VIETNAM

South Vietnam’s prospects looked worse in 1954-55 than  they do 
today. The Cao Dai, Iloa Hao, and Binh Xyuen sects and remnants 
of the Vietminh forces seemed capable of blocking the establishment 
of a stable central government. By 1958-60, these early predictions 
had  been re futed and the country was making substantial economic 
progress. In the period 1955-60, agricu ltural production in South 
Vietnam increased 32 percent, per capita food consumption 22 per ­
cent, while in Communist North Vietnam per capita  food production 
actually  declined. Indu strial production doubled in the same period 
in South Vietnam; rubber, electricity, coal, rice, and fiber production 
increased sharply. Educat ion was making great  progress in South 
Vietnam. During this 5-year period, the number of elementary pupils 
doubled, while teachers and classrooms more than doubled. Enr oll­
ment in colleges increased from 2,907 to 11,472 students. This was 
the situation  when the Viet Cong, directed and part ially supplied by 
North Vietnam, intensified thei r guerr illa campaign to bring  South 
Vietnam under Communist rule. The record has shown, however, 
that given a period of relative peace South Vietnam could develop 
rapidly .

THAILAN D

Thailand is a recent addition  to the list of Asian placenames tha t 
connote crisis to the Ameriacn public. However, the danger signals 
there should not obscure two facts : Thai land has become one of the



571

most promising areas of economic development in tlie Fa r East; 
and Thai land’s will and capacity to resist Communist ambitions is 
stronger today as a consequence of our policies and our aid in past 
years.

I do not mean to gloss over the difficulties or setbacks we have had 
and can expect in the futu re in a region  of mostly new nations, some 
truncated from former terr itory, whose handicaps of newness are 
compounded by the threat  of Communist aggression or subversion. 
We have made some bad investments. Our aid has not guaranteed 
freedom, economic and social progress fo r every independent nation of 
the Fa r East. But it has demonstrably helped those nations tha t be­
came organized to help themselves. It  has sustained the independent 
existence of several defense-burdened nations. I submit tha t the rec­
ord shows that  our interests have been well served, in the main, by our 
aid investment in the Far  East.  There  have been positive  achieve­
ments beyond our expectations of a few years ago.

Our investment has been large, but so has been the challenge to 
us. I believe the annual cost has not been out of propor tion with 
our capacity , our responsibilities or our vital in terests in the F ar  East.

19 63  ESTIMATES

For the year ahead we have estimated total requirements of about 
$600 to $700 million in A ID funds fo r F ar  East p rograms. The to tal 
is imprecise, largely because the scale of our development lending 
program will depend upon the soundness of loan projects submitted, 
the self-help measures taken by app licant  nations, and other considera­
tions.

A ID  programs in  Far East
[In mi llio ns  of dollar s]

Fis ca l ye ar 
1961

ob ligations

Fiscal year 
1962

Fiscal  y ear 
1963

propos al

Dev elo pm en t l o a n s .. ______ ________ ____ _________________ 46.2
414.3
72.0

61.5
270.4
66.3

200-280
349

75
Su pp or tin g assis tan ce_____________________________ ______ _
Dev elo pm en t gra nt s_____________________________________

Tot al , AID  fund s___________________ ____ _____ _____ 532.5
87.3

398.2
199.1

624-704
178Pu bl ic  La w 480, t it le  I  (cou nt ry  us es po rt io n) _______________

You will note from the table tha t we have assumed the availability 
of Public Law 480 agric ultural surpluses for sales under tit le I which 
would generate about $178 million in local currencies for AID  loans 
and gran ts in the region—down about $20 million from this year. 
Sales agreements to taling $206.5 million are planned, compared with 
$228 million in the current fiscal year.

OTHER FREE WORLD ASSISTANCE

Other  free world b ilateral assistance to the Fa r Eas t is expected to 
aggregate  approximately $180 million in calendar 1962. United Na­
tions assistance in calendar  1961 totaled  approximate ly $10 million 
in the region, and we ant icipate about the same level in 1962. World 
Bank and IDA  assistance is expected to tota l approximate ly $100 mil­
lion in fiscal year 1962.
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SH IFT  FROM SUPPORTING ASSISTANCE TO LOANS

We are shif ting AID  programs from supporting assistance grants  
to loans repayable in dollars to the  extent feasible. Total supporting 
assistance in the region, including contingency fund uses in the field of 
supporting assistance, declined more than  $100 million dur ing the 
current fiscal year, as compared with fiscal year 1961. No supportin g 
assistance was furnished Taiwan or the Philippines this year, and 
none is planned  in fiscal year 1963. A s imilar shift  f rom suppo rting 
assistance to loans had been scheduled until recently for Thailand 
after the current  fiscal year; the security s ituation now appears  likely 
to alter  this plan. We also face increased requirements for  supporting  
assistance in Korea, due to the restora tion of indus trial and business 
activity. In  Burma we have programed suppor ting assistance funds 
to fulfill our 1959 commitment to help finance construction on the 
Rangoon-Mandalay Road. The war in Vietnam is imposing continu­
ing heavy demands for suppo rting assistance. In  Laos we expect 
gran t aid requirements to remain large during the period of gradual 
military demobilization and reestablishment of nationwide govern­
ment services. These are the major Fa r Eastern claimants  for sup­
porting assistance. Thei r special or continuing  requirements have 
more than  offset the savings and shifts to other fund ing which we 
have sought to make.

We have estimated the total fiscal year 1963 requirement  for sup­
porting assistance in the Fa r East to be $349 million. The reduc­
tions already made in the new authorizing legislation will have a 
severe impact on Fa r Eastern programs, which account for three- 
fourths of the total supporting  assistance requests. I believe any 
fur ther reduction in this category of funds would dangerously limit 
our capacity to help nations litera lly on the fron t lines of the conflict 
with aggressive communism.

DEOBLIGATION OF FUNDS

It  has been suggested that  we could reduce new appropriations if 
millions of dollars of so-called hoarded money were deobligated and 
put  to work on curren t prioritie s. We are doing just  tha t, but the 
extent of the “hoard ” of funds  has been considerably exaggerated. 
Uncontracted and unsubauthorized balances in the F ar  East  programs 
have been critica lly analyzed. We have insisted tha t funds not clearly 
needed in the near future be deobligated and made available to higher 
prio rity  requirements in the Fa r East or in other  regions. This proc­
ess has resulted in the deobligation of $40.6 million in the Fa r Eas t 
and the release of $23.6 million for uses in other regions during  fiscal 
year 1962.

DEVELOPMENT GRANTS

Development grants for technical assistance, ins titutional develop­
ment, rura l development, and malaria eradica tion are proposed at 
slightly  above the current year’s level. The increase is almost entirely 
due to requirements of the high prior ity program in Vietnam.

Development lending in dollar-repayable loans represents a sub­
stantially larger  part of our total program for  fiscal year 1963. De­
tails of lending plans  are described in the country sections of our pres-
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entation books, and I will mention the highl ights in connection with 
my remarks on each country program.

THAILAND

Thai land is a good place to begin. Like Japan,  Thai land  had a 
prewar history of independence. And like Jap an it  has the potential 
to become an economic s trong  point for the free world. Its  level of 
development is second to  Malaya on the mainland of southeast Asia. 
Its  per capita income has moved up steadily, reflecting an economic 
growth rate of 4 to 5 percent annually. The Thai currency is prac­
tically convertible; its foreign reserves are steadily growing.

Furth er self-help measures are implicit in  the shape of our proposed 
AID program for  Thailand in fiscal year 1963: First , we are term inat ­
ing grant assistance for major  capital projects, such as highways, as 
of June 30, 1962. Long-term dolla r loans will be offered, instead, for 
imports of goods and services essential to capital development pro j­
ects. However, we will first make sure tha t AID  does not compete 
with other  potentia l sources of loans. Tha iland’s interna tional credi t- 
worthiness is excellent, as evidenced by the credits extended by the 
World Bank, the Exp ort- Imp ort Bank, and recently by West Ger­
many. I have every confidence tha t loans made to Thai land will be 
repaid in full  and a t interest ra tes approx imating the cost of money to 
our Government.

Second, Thai land  will pay the local currency costs of future loan- 
financed development projects, with the exception of two projects on 
which prior unders tandings exist, and will assume local cost responsi­
bility on development grant projects over the course of the next year.

The technical assistance program funds by development grants  
will concentrate on increasing agric ultura l production, particular ly 
in the impoverished upland areas of northeast Th ailand; regional and 
community development to strengthen national unity, again with 
emphasis on the troubled areas near the Lao border; teacher train ing 
and other educational assistance; government administration  in such 
fields as statistics and budgeting ; and public health.

Thailand
[In millions of dollars]

Fiscal year 
1961

Fiscal year 
1962

Development loans____ _________ _________ _____ ___________ _______ 11.1
13.2
9.5

Support ing assistance______________________________________________ 18.4
6.9Deve lopm ent grants_____ _________________________ _________ _____

To tal  A ID funds_______ _______ _____________________ ________ _ 26.3 33.8

LAOS

Laos has entered a period of transition toward reunification and 
establishment of a single, n eutral regime. We have anticipated this 
development, of course, but it has been impossible to plan  future aid 
relations with the coalition government  unt il tha t government came 
into being. We had the first of these discussions with Prime  Minis ter 
Souvanna Phouma July  27.

87948— 62— pt.  3----- 37
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During an extended period of organization and military demobili­
zation, the Lao Central  Government will require substantial foreign 
assistance to meet mi litary  and civil budget expenses. The new gov­
ernment also is expected to seek assistance in measures to  draw the 
long-divided country closer together and  resume preparations for 
economic development. We propose to respond to reasonable requests 
for our assistance, recognizing th at without our aid the new govern­
ment would be forced into fa tal dependence upon the Communist bloc.

We hope U nited  Nations and bilate ral assistance from other Free 
World countries will be expanded.

Laos
[In millions of dollars]

Fiscal year 
1961

Fiscal year 
1962

Development loans
Supporting assistance ...................  . ................... 30.8 i 27.5
Development gran ts ___ _  _ _ _______  ____ ____________ 1.5

Total AID funds_________  ..  ____  . ________________ 32.3 27.5
Public Law 480 title  I  (coun try uses portion).

1 Civi l and m ilit ary  budget suppo rt suspended  du ring 4 mo nths of fiscal year 1962.

VIETNAM

Vietnam's struggle for survival agains t Communist undercover ag­
gression and rebellion is well known to this committee.

A series of  steps has been taken to meet th is challenge. In the eco­
nomic and social realm these include fiscal and exchange reforms and 
initiation or expansion of activities designed to demonstrate  the ad­
vantages of a non-Communist system, especially among the rura l 
population.

It  is generally acknowledged that military efforts alone cannot de­
feat the Vietcong. As was demonstrated  in Malaya, in order to win, 
the Government of South Vietnam must gain and hold  the  loyalty of 
the general populace at  the v illage and hamlet level. It  is from these 
rural folk tha t the Vietcong cajoles or extorts its sustenance, intelli­
gence, and recrui ts. The Vietcong must be denied th is support . Suc­
cess in this requires greater security and the extension of more Gov­
ernment services and control to  the countryside th rough  programs of 
civic action, refugee relief, resettlement, and repa ir of war damage.

Most of these new counterinsurgency programs are just starting. 
They wdll be a major  claimant for supporting assistance funds.

To discharge this new responsibility more effectively, A ID has re­
cently undertaken a major  reorientation of its mission staffing and 
programing. As part of this reorientation, arrangements have been 
made to utilize about $10 million of suppo rting assistance funds in 
fiscal year 1962 for commodities needed for counterinsurgency. These 
include equipment and material for the construction of security roads, 
supplies for village health stations, equipment and supplies for the 
clearing, construction and supplv of st rategic hamlets, food and farm 
implements for the Montagnard (Hig hlan d) tribes  in central Viet­
nam, radio receiving sets for the rura l population, two-way radio 
sets, and ancillary equipment for a countrywide village communica­
tions system. This is in addition to about $5 million in counter­
insurgency projects in fiscal year 1962.
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Requirements in fiscal year 1962 for counterinsurgency programs 
were relative ly small because they are jus t getting under way. Dur­
ing this year, the Vietnamese Government  has accelerated its efforts, 
the U.S. milit ary effort has been substantially increased, and the 
amount of nonmi litary  supplies needed in support of these efforts is 
now expected to be fa r grea ter than  foreseen last February.  Although 
I am not yet prepared  to make a new estimate, it is likely that the total 
amount of supporting assistance required in fiscal year 1963 will be 
more than the  amount proposed last February .

Vietnam
[In mil lion s]

Fiscal ye ar  
1961

Fiscal year 
1962

De ve lopm en t l oa ns _____________________ ______________________ ____ ___ $10.7Su pp or tin g a ssi sta nce ________________________________________________ 114. 5 $112.9Dev elo pm en t g ra nts _ . .  __ ___________________  ______________________ 13.4 11.3
Tota l a id  fun ds  -____________ _______________________ ___________ 138.6 124.2Pu bl ic  L aw  480, t it le  I  (c ou nt ry  u ses po rti on ) _____ _____ ________________ 7.5 27.5

NEUTRALS IN  SOU THEAST ASIA

The three presently neutral nations of southeast Asia—Indonesia, 
Burma, and Cambodia—seek to maintain the ir independence with a 
minimum of outside domination. They share in varying degree the 
problems of acute economic underdevelopment and some beginning 
aspirations for  progress. And in varying degree they are t arge ts for 
the Communist scheme of conquest in southeast Asia. All three re­
ceive Communist bloc assistance.

W e can recall only when Indonesia, only a few years ago, was torn  
by rebellion and separatis t movements and seemed on the verge of 
dissolution. I have refer red to Burma’s long struggle with Commu­
nist insurgents and minority groups. Cambodia has escaped internal 
or external Communist at tack, but the outlook for  this former Indo- 
China state was not brig ht when it was given independence in 1955.

The Communist bloc’s inte rest in Indonesia  has been greatly inten­
sified in 1960-62. It  has supported  Indonesia’s drive fo r West I rian— 
West New Guinea—and grea tly expanded all forms of Communist aid 
to Indonesia.

IN DO N ES IA

Indonesia  has become the principal recipient of bloc aid—$1,465 
million in total economic and  milit ary aid commitments. It  has re­
ceived nearly one-fourth of worldwide bloc aid commitments since 
1955; about two-thirds of the tota l was committed in 1960-61. A 
grea t deal of the bloc economic aid has not been utilized, however. 
For example, of the $250 million promised by Khrushchev in 1960, 
very litt le had been delivered in Indonesia bv early 1962. Neverthe­
less, the rate  of Soviet bloc p reparatory efforts, for example, engi­
neering surveys, has increased.

Indonesia has been in continual economic crisis since winning its 
independence. The current mobilization to gain control of West 
Irian,  o r West New Guinea, has intensified the  m ilitary drain  on the
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budget and entire economy. Inflationary pressures, a rise in the note 
issue, declining exports in 1961 and increasing complications in trade 
due in part to fluctuating world prices, a severe dro ught  in 1961, and 
a shortage of the basic food staple, rice, are some of  the elements of 
Indonesia’s economic distress.

This economic setback and the  New Guinea crisis began jus t as the 
Indonesian Government appeared ready and determined to launch a 
serious drive to mobilize the nation’s g reat economic potential.  The 
Government committed itself to this objective in an 8-year plan 
adopted last year. President Kennedy sent a U.S. economic survey 
team to Indonesia last summer, with President Sukarno’s agreement, 
to make recommendations for futu re U.S. aid policy. The team’s 
report has been submitted to the United States Government and to 
the Indones ian Government.

In its long-range plan for U.S. assistance, the report recommends 
U.S. gran ts and loans concentrated upon train ing, education, trans­
portation, and the institutional preconditions of development.

A substantia l Public Law 480 program is planned in fiscal year 1963 
to meet essential import requirements and to generate local currency 
needed for loans in manufacturing, mining, and agricultura l sectors.

Substantial U.S. technical asssitance, development loans, and ag­
ricul tural commodities clearly will be needed to help Indonesia resume 
economic development.

I  ndones ia
[Dollars in millions]

Fiscal  year 
1960

Fisca l year  
1961

Fiscal year 
1962

Development loans____________________________________
5.5

17.3
Sup port ing as sis tance__________  _________ ____________
Deve lopm ent grants . _____________________  _______ 11.0 15.8

Total AID  funds____________  . .  _______________ 11.0
9.6

15.8
15.8

22.8
51.5Public Law 480 title I  (country  uses por tion)_______________

CAMBODIA

In  Cambodia, our technical assistance has concentrated upon educa­
tion, agriculture, and improvement of the supply of potable water to 
towns and villages. For example, 400 village wells were dug last year 
with our assistance; the organization and capabil ity built up within 
the Cambodian Government should raise this to 1,000 wells each year, 
with A ll ) assistance limited to imported supplies and equipment.

More than hal f of our development grant assistance to Cambodia 
is going into education. It  is producing visible and heartening re­
sults, which the people and Government of Cambodia clearly appre­
ciate. We are helping with both construction and faculty develop­
ment for the new technological institu te, the vocational trade school, 
two teacher-training centers, and the Cambodian-American School. 
Our technical assistance in agricu lture also includes assistance in ex­
panding and improving the National School of Agriculture. The 
number of students in prim ary school has doubled since 1955, and 
there has been a 5-fold increase in secondary school attendance.

Supp orting assistance is directed primarily  toward financing essen­
tial commodity imports whose sale generates local currency for Cam-
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bodia’s military and police budgets and economic development 
projects.

Total  Communist bloc aid to Cambodia, committed or offered, is 
estimated at about $100 million from Communist China, Russia, 
Czechoslovakia, and Poland. Chinese aid has been for indus trial 
plants—paper, textiles, plywood, cement, steel, and spare parts—and 
for such technical assistance as an engineering survey for the rai l­
road. The Russians have given a 500-bed hospital and promised a 
technological insti tute and a survey for a hydroelectric project. 

Cambodia
[In millions]

Fiscal year 
1961

Fiscal year 
1962

Develop men t loans _ . .  ____________________  ____ . __________ . . .
Suppo rting assistance . . ....... . . ........ - _______________ ____________ 17.2 

7.1
17.3
11.8Developmen t g rants _______________  . . . . .  _________________

Total  AID fun ds____  ___  _______ _______ _________  . . 24.3 29.1
Pub lic  Law 480 title  I (count ry uses po rt ion) .____ _____ _____________

BURMA

Our program for Burma in fiscal year  1963 provides for fulfillment 
of 1959 U.S. Government commitment to help finance construction on 
the Rangoon-Mandalay Road, subject to feasibility studies and con­
gressional appropria tions . We also propose to complete the assistance 
promised in the 1959 commitment for construction of classrooms at 
Rangoon In termedia te College. The thi rd  major project in our pro­
posal is the use of $3.5 million of a 1957 ICA line of  credit to finance 
procurement of equipment and expert services for the highly success­
ful land reclamation project.

We have offered to provide up to $28 million for engineering and 
construction on those portions of the Rangoon-Mandalay Road which 
are determined to be justified in l>oth engineering  and economic terms. 
Agreement has not yet been reached with the new Burmese Govern­
ment on the project.

Last year Communist China extended an $84 million line of credit to 
Burma. The Chinese Communist aid projects  are  expected to include 
a plywood factory, two sugar mills, a textile p lant, a tire factory, three  
small hydroelectric plants and other projects.

Burma
[Dollars in millions]

Fiscalvea r 
1961

Fiscal year 
1962

Deve lopment loans___ ________ _____________________  . .
Suppor ting  assistance________________ ____ ________ 0.1

.8Deve lopm ent grants__________________________  . 0.4
To tal  A ID funds_____________________ _______ .4 .9

Public Law 480 title  I  (cou ntry  uses por tion)_____ ________  .
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P H IL IP P IN E S

The Philippines is in many respects a bridge between the United 
States and southeast Asia. Here is another stable and political ly 
secure nation with grea t economic potentia l. This potential  has not 
been fully realized. Now a new administration is in power, pledged 
to reform and hard work on economic development. So fa r it has 
shown proof tha t it means business. President Macapagal, almost 
immediately af ter  his inauguration last December 31, eliminated ex­
change controls and import controls, lowered tariffs on essentials, 
increased customs on nonessentials, and introduced other desirable 
financial measures. The Philippines  is developing a plan for eco­
nomic progress, based upon these financial policies, in consultation 
with the World Bank and with us. The adminis tration seems pre ­
pared to tackle its agricu ltural  problems and to reverse a situation  
where a potentially rich agricultura l country was a net importer of 
186,000 tons of rice in 1961.

The P hilippines  has excellent prospects for attract ing foreign cap­
ital from several sources, especially if this renewed development drive 
is sustained. The World Bank, the Export- Imp ort Bank, the com­
mercial banks of the United States and Japan,  and priva te invest­
ment are important sources of capital. The U.S. Government, throu gh 
the Exp ort- Imp ort Bank and the Treasury  stabilization fund, pro­
vided the new Phil ippine admin istrat ion with stabilization help in 
its decontrol action, and AID has programed development loan assist­
ance for projec ts which meet AID  criteria.

We antic ipate  AID  development loans of $30 to $50 million in 
fiscal year 1963 to the Philippines for projects. In addition,  we 
propose to provide technical assistance in indus try and mining, pub­
lic administra tion, community and rural development including tra in • 
ing of agric ultura l credit and cooperative supervisors, Mindanao 
Island area development, and in education, particularly in the very 
effective textbook publication and teache r-train ing programs.

No sup porting assistance grants are proposed. This type of  assist­
ance terminated  at the end of fiscal year 1961.

Phil ippines 
[Dollars In millions]

Fiscal year 
1961

Fiscal year 
1962

Developmen t loans________________________________________________ (9.9) .1
Sup port ing assistance______________________________________________ 9.1
Developmen t g rants_______________________________________________ 4.1 3.9

To tal,  AID  funds____________________________________________ 3.3 4.0
Pub lic Law  480, t itle  I (country  uses p ortio n).............................................. ...... 16.4

REPU BLIC  OF  C H IN A

Taiwan, the seat of the  Government of the Republic of  China, also 
is an economic success story tha t has not been told widely. Here we 
can see evidence of both the  acute military burden common to several 
Fa r Eastern countries and the economic achievements which our aid 
has made possible. This, I assure you, was not the general assess-
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ment of Taiwan’s prospects after the fall of the mainland 12 years 
ago. Even 6 or 7 years ago anyone predict ing tha t Taiwan could be­
come a borrower of external capital without the necessity f or gifts  
would certainly have been treated as an impractical visionary.

Thoroughgoing land reform has made private  landowners of 80 
percent of the farmers,  and their living standards have been broadly 
improved. The joint  Commission (American-Chinese) for Rura l 
Reconstruction (JC RR) has achieved th ings not imagined 10 years 
ago. In  the pas t 5 years there has been a 40-percent increase in gross 
national produc t (GNP ), about a 20-percent increase in per capita  
GNP, a 20-percent rise in ag ricul tural  production, and an 80-percent 
gain in industrial  output. Literacy is over 90 percent. Cholera, 
typhus, malaria, scarlet fever, and smallpox have been virtually 
eradicated.

Taiwan was one of  the first countries receiving U.S. aid to adopt a 
broad self-help program, President  Chiang’s “19 points.” Taiwan 
also was, as a consequence of th is and of its potential for growth, the 
first Fa r Eastern country selected for U.S. assistance in accelerated 
economic development.

So long as Taiwan  must carry one of the world's heaviest defense 
burdens, on a per capita  basis, generous loan terms in dol lars and an 
adequate surplus food program will be necessary. We have adjusted 
our aid program to Taiwan’s needs and its growing economic vigor.

No su pport ing assistance gran ts to Taiwan were provided in fiscal 
year 1962, and none is proposed for fiscal year 196.3. This approach 
is based on the assumption of continued availab ility of substantial  
Public Law 480, t itle  I sales of surplus U.S. wheat, flour, cotton, to ­
bacco, barley, and vegetable oil. A continued large-scale development 
loan program and a small development gra nt program for technical 
assistance in agricu lture, indust ry, transportation, and government 
management also are required.

China
(Dolla rs In millions]

Fiscal  year 
1961,

obliga ted

Fiscal  year  
1962,

estim ated

Deve lopm ent loans____ _______ _______________ _________ 38.9 25.2Sup port ing assistance........ ........... ............................ . .......... 43.2Deve lopment gran ts____________________________________  . . 8.9 3. 2
Total, AID  funds.  ____________  _____________ 91.0 28.4Public Law 480, title I (count ry uses po rtion )_________ _______________ 17.3 39.3

RE FU GEE  R ELIE F

A footnote on refugee relief and resettlement assistance in Hong 
Kong  and Taiwan is in order here. We have not included in our 
fiscal year 1963 estimates any special funds to help care for the re­
cently increased numbers of refugees from Communist China. The 
princ ipal form of our assistance in this field has been food donat ion 
under Public Law 480, title  I II , throu gh the voluntary organizations. 
Special resettlement programs in Taiwan  probably can be supported
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primarily by grants of agricultural products  under Public Law 480 
title  IT for use as wage payments in kind.

Ilong Kong has a proud record of living with and solving its own 
problems. For this and other reasons the  colony has been reluctan t 
to seek our help in coping with tbe recently intensified refugee prob­
lem. Its  remarkable economy has provided jobs, food, shelter and 
hope for more a million refugees in tbe past decade. TTong Kong 
authorities recently stated to me th at tbe most important support tbe 
colony could receive would lx* from our trad ing  policies that  would 
make possible an expansion of Hong  Kong’s exports. We have 
not. received a formal request for direct assistance to the colony’s 
welfare program, but tbe Hong Kong authori ties stated on June 13 
that aid would be welcomed to provide more water, roads, bousing, 
hospitals, clinics, community centers, and schools.

KOREA

The nature and history  of our commitment to mainta in the inde­
pendence of the Republic of  Korea  are well known to this committee. 
Here economic progress has been slow, the aid program has been 
costly, the evidence of success stil l tentative.  The devastation of the  
Korean war has been repaired and the economic dislocation caused by 
the division of Korea par tial ly remedied. The Republic has been 
defended. Our economic aid—about $2.4 billion from 1954 through 
1961—has been vital in these achievements. Total economic aid since 
the Korean war is equivalent to about 10 percent of the financial cost 
of the Korean war to the United  States.

Nevertheless, the economic statistic s remain dishea rtening; more 
than 2 million unemployed or substan tially underemployed in a popu­
lation of 24 million ; exports not much more than  one-tenth of imports : 
national income rising just enough to match population growth. 
Political freedom there  has suffered what we hope will be only a tem­
porary setback.

Tbe military regime now in power has given some good indications 
that  it will be more effective in launching the long overdue drive for 
real economic progress.

(1) It  has adopted a 5-year plan for economic development.
(2) It  has recognized the importance to Korea of restoring economic 

relations with Japa n and has  been negotia ting fo r a settlement. This 
could yield some annual Japanese payments under a financial settle­
ment, reestablish the normal trad ing  relationship tha t would be cer­
tain to expand Korea’s exports, attract substantial Japanese private 
investments, and make possible Japanese partic ipation in a European 
consortium for development lending to Korea.

(3) The military regime has taken Draconian punitive action 
agains t election fraud  or rigging, illegal profiteering, graf t, bribery, 
tax evasion, organized crime, smuggling and theft of military  supplies.

(4) I t has begun a program to limit interest  rates on farm credit, 
diversify  crops, expand the functions  of agricu ltural  cooperatives 
and offer g reater services to farmers who are the great bulk of the 
population.

(5) It  has started reorganizing education to put more emphasis 
on technical and vocational training .
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There are indications for the first time of substantia l European 
interest  in extending credi ts to Korea. A group of West German in­
dustrial o rganizations and the German Government have offered me­
dium term credits  to Korea. French  interests have offered credits 
for hydroelectric and fisheries development. Ita lian  interests have 
offered fishing boats on credit. There is additional interest of this 
kind in Belgium and the United  Kingdom.

Last month a group  of American industrial representatives, ac­
companied by Gen. James  A. Van Fleet, visited Korea as a team to 
investigate investment oppor tunities and credit needs there. The 
American companies inclu ded:
Blaw-Knox: Iron and  st ee l; chemicals.
Koppers Co .: Iro n and  steel.
Westinghouse Ele ctr ic In te rn at io na l: Power, iron and steel.
Parsons & W hi ttimore: Paper and pulp.
Vitro Corp .: Eng inee ring  (fe rti lizer plan t).
Armour & Co .: Fe rti liz er and  chemicals .
Interna tio na l Ore & Fe rti liz er  Co rp.: Mining, etc.,
Int ern ati onal Ag ricultura l Corp.
Cary Chemicals Co.
St. Regis Paper Co.
Reynolds Metals.
Socony Mobil Oil Co.
Alaska Airlines.
Fou r ma jor  banks.

As a result of negotiations  between members of the Van Flee t group 
and Korean businessmen and officials, four  agreements have been 
signed under which several U.S. companies have agreed to undertake 
feasibility studies for an integrated steel mill, a ferti lizer  plant at 
Ulsan, a polyvinyl chloride plant , and a rice-straw pulp plant to 
provide pulp for paper manufacturers.  These agreements look to­
ward possible investments by the p articula r United States  and Korean 
companies involved, contingent in some cases at least upon A ID par ­
ticipation. In  addition, there  is continuing interest  by members of the 
group  in other possible projects.

There are some of the new elements in the Korean  economic scene 
which encourage us in our program for 1963.

Korea
[In m illions of dollars]

Fiscal  yea r 
1961 obl iga­

tions

Fiscal  year 
1962

Developmen t lo an s. ._ . .............. ...... ............................ . .  . . .  ________  . . 6.5 25.15
Sup port ing assistance______ ..  ..  . .  . . .  . .  ................... . ............. 181.1 92.5
Develop men t g rants.......... .............  . .  . . .  . . ..  .......................... . ............. 11.6 8.0

To tal  aid  funds_______ _____ _ . . .  __________________ ____ _ .. 199.2 125. 7
Pub lic  Law 480 tit le (coun try uses po rtio n)____________________  . . .  . . . 46.7 64.4

This, in outline, is the program we propose.
I wish to conclude with the observation tha t the U.S. aid effort has 

been and will be a v ital instrument of our foreign policy in the Fa r 
East. At least in my experience there, our achievements in the  1940’s 
and 1950’s have been substantial and, seen from the spot and at the 
time, well beyond reasonable expectations.
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As a private citizen in the Fa r East , 1 was impressed by the objec­
tives and wisdom of the foreign assistance program, so much so that 
what I was doing as a businessman seemed unimportant . 1 am honored 
to have the opportunity  now to serve you in this field.

BIO GRAPH Y OF WITNESS

Mr. Passman. Mr. Janow, it is the custom of the subcommittee to 
request new personnel to detail orally for the record, or provide a 
prepared biographica l sketch. Do you have one prepared for this 
purpose ?

Mr. J anow. A brief statement. If  you would like for me to amplify 
this, I would be happy to do so.

(Biographical sketch of Mr. Janow follows:)
Seymour J.  Janow, Assistant Administrator, Regional Bureau for Far East

Last previous position was as vice president  and chief executive officer in 
Asia of U.S. Consultants Overseas, Inc. (1949-G2). Served on the staff of Gen. 
Douglas MacArthur in Japan  as an adviser on international currency and trade  
agreements; earlier had served as special consultant  to Maj. Gen. Claire Chen- 
nault, commander of the U.S. 14th Air Force in China. Prio r to tha t had served 
with the Department of Agriculture and the Foreign Economic Administration. 
Educated a t the University of California, Berkeley, Calif.

Mr. Passman. I observe that you served as special consultant to 
Maj. Gen. Claire Chennault, commander of the U.S. 14th Air Force 
in China. The late general was a constituent  of mine. He was a 
native of, and taught school, down in my distric t. What he accom­
plished is well known, of course, in the annals of history.

TOTAL AID IN  ALL CATEGORIES FOR BELGRADE CONFERENCE PARTICIPA NT S

Mr. Tennant, with reference to the funds for the Belgrade Con­
ference nations, the 24 that  had delegates there in fiscal 1962, and for 
the amount proposed for fiscal 1963, we did not ask you whether those 
figures included Public Law 480. Did they ?

Mr. Tennant. With the figures in the insert, we did  not include 
them, as I recall.

Mr. Passman. We would like for you to  run over the  piano board 
which we so often refer to as the several spigots of  foreign aid, 19 of 
them, and find out what you have in each one and compile it. You 
gave us mutual security only. If  you will, for fiscal year 1962, under 
all the spigots, give us the amount, and then  project  that same figure 
into the 1963 estimates.

Again, you gave us mutual  security only.
If  it does not  pick up  the interna tional  organizations, you may in­

dicate there would be funds  out of the interna tional  organization, 
over which you would not have control downtown.

You will need to give us the latest  year, fiscal year 1962, projected 
for 1963, and the unliquidated amounts for these 24 Belgrade Con­
ference nations.

Mr. Tennant. We will do that.
(The  information requested follows:)
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DISBUR SEM ENTS FROM CO NT INGE NC Y FU ND  FOR FIS CAL YEAR 196 2

Mr. P assman. You did b ring the  list  on the disbursements from the 
contingency fund last year, or has tha t been completed in proper 
form?

Mr. Tennant. It  has been completed, sir.
Mr. Passman. It  has not been classified, has it ?
Mr. T ennant. It  was handed to me ju st this morning, and I want 

to take a quick look at it before I give it to you. May I give it to 
you after  lunch?

Mr. Passman. As long as it is today.

FISCAL  YEAR 19 6 3 REQUEST  FOR FAR EAST

Under the present request, you are asking for $75 million for de­
velopment grants,  $349,100,000 for suppo rting assistance, and $200 
million for development credits, often referred to as loans, or a total 
of $624,100,000, is tha t correct?

Mr. J anow. Tha t is correct.
Mr. P assman. Could you tell us the amount you had in these three 

categories for fiscal 1962 ?
Mr. J anow. Yes.
The obligations-----
Mr. Passman. Let us take development gran ts first.
Mr. J anow. For  1962, $66.3 million.
Mr. P assman. Supporting assistance ?
Mr. J anow. In the supporting  assistance category—and these are 

obligations, of course—$270.4 million.
Mr. P assman. Development credits?
Mr. J anow. $61.5 million.
Mr. P assman. Making a total of-----
Mr. J anow. $398.2 million.
Mr. Passman. Against $624,100,000 requested for fiscal year 1963?
Mr. J anow. Yes, sir.

UN LIQ UIDA TE D OBLIGATIONS

Mr. P assman. Could you tell us how much you have in the pipeline, 
Mr. Comptroller, for these three accounts?

Mr. Te nnant. Those three accounts, based on the revised programs, 
$671 million.

Mr. P assman. $671 million, and $398 million was the total  for  fiscal 
1962, is that correct ?

Mr. Tennant. Tha t is correct.
Mr. Passman. You do have a pipeline, full steam ahead, of about 

a year and a half , w ithout any additional funds?
Mr. T ennant. Tha t is correct; approximately a year and a half  

of unliquidated obligations.
Mr. 1 ?assman. This comes somewhat as a surprise to the commit­

tee, some of us believing tha t we were reaching the point where this 
program would certainly be cut back.

Mr. J anow. We have prepared our figures in a slightly different 
format.
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Mr. Passman. I have a different set from either of you, and tha t 
is certainly running  true to form.

(Otf the record.)
Mr. Tennant. I believe I can explain the difference.
Mr. Passman. We want to be helpful.
Since you have a difference of opinion as to these figures, we can 

postpone the questioning on this part of the bill—which, of  course, 
is the most important phase, because we are talking about the dol­
lars—until you can reconcile your differences, or we can take what 
you have now and let you submit supplements for the record.

Mr. T ennant. I thin k I can explain this  in 2 minutes.
Mr. P assman. Are you testi fying for those who are administering 

the program, or are you testify ing now as the controller?
Mr. Tennant. As you know, during the hearings, I have been 

testify ing to the unexpended balances for our formal statements. 
In the course of some questioning, the committee wanted revised 
figures based on revised programs. Based on revised programs, I 
made some quick calculations over the weekend and have some figures.

Mr. P assman. Our examination has been according to the justifica­
tions you gave us in the book, and along the way, when we get into 
the individual projects, we usual ly ask, “ Is this  holding firm as com­
pared to the original  estimates?”

We are well into fiscal 1963, and we just wonder—as you provided 
us these books for the purpose of conducting the examination, and 
since a good pa rt of the hearings are now behind us—if we could pro­
ceed on the basis, has this program held firm? Almost always when 
we have asked this  question, the program has gone up along the  way. 
You are not purposely confusing the record, are you?

Mr. Tennant. No, sir.
Mr. Passman. What figures are you using? The Assistant  Ad­

ministrato r gave us some figures.
Mr. Tennant. He was talking about actual obligations, which is 

different from what it  is in the books.
Mr. Passman. He is ta lking about actual obligations?
Mr. Tennant. Tha t is right.
Mr. Passman. With regard to the figures tha t he discussed, the 

amount he gave us out of these three spigots, $398 million, do your 
figures indicate a higher  or lower sum ?

Mr. T ennant. T have no difference on those figures, sir.
Mr. Passman. These are obligations?
Mr. Tennant. That is right.
Mr. P assman. What is the next set ?
Mr. Tennant. The unliqu idated.
Mr. P assman. What is the unliquidated  to tal as of June 30, 1962?
Mr. Tennant. $671 million for all three.
Mr. P assman. Do you want to  supplement  tha t wi th some other fig­

ures ? You had another set of figures you wanted to discuss?
Mr. Tennant. No, s ir;  T thin k Mr.  Janow h ad some figures based 

on the original programs.
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Mr. P assman. Of course, tha t fur ther confuses it.
We are r ight back with the  same set of figures we started  off with a 

while ago.
Mr. Tennant. I believe so.
Mr. Passman. We had a nice little  detour there.

PU BL IC  LA W 4 8 0  PROGRAM IN  FAR  EAST REGION

Will you also give us the amount o f Public Law 480, unliquida ted, 
to this region ?

Mr. Tennant. I do not have the Public Law 480 figures.
Mr. P assman. You have had it for the other regions.
Mr. J anow. We have the amount obl igated in 1962.
Mr. P assman. What amount was obligated in 1962 ?
Mr. J anow. $199.1 million.
Mr. Passman. What  amount do you project  ?
Mr. J anow. This is the  country uses portion. Tha t is the amount 

made available under t itle  1 to  the country.
Mr. Passman. It  is still American dollars, so the tota l under  all 

sections of Public Law 480 was $199.1 million, the obligation for 
1962?

Mr. J anow. That was obligated for the country uses. It  does not 
include the to tal that  was obligated for U.S. uses, that  is, it  generated 
local currencies to meet U.S. expenses which in fact saved dollars for 
the United States.

Mr. P assman. Tha t will be utilized  in the program in the country ?
Mr. J anow. Yes.
Mr. Passman. Wha t sum are you asking in fiscal year 1963 ?
Mr. J anow. $178 million.
Mr. Passman. What amount do you have in the unliquidated 

account ?
Mr. T ennant. We will supply that.
(The information was supplied to the  committee.)

AID  FRO M ALL  SOURCES

Mr. P assman. Give it  to us, as we have requested i t in other areas, 
from all spigots. Pu t it all together for us.

This may be a classified figure, but what is the amount of military  
assistance for  your region ?

You coordinate your efforts with them?
Mr. J anow. We coordinate, but we do not administer.
Mr. P assman. You are familiar  with the program?
Mr. Tennant. Well-----
Mr. Passman. Tha t is not classified, as long as you give it in to tal. 

What was the amount in fiscal year 1962 ?
Mr. Tennant. $897,844,000.
Mr. Passman. What is the project ion for fiscal year 1963 ?
Mr. Tennant. $830,714,000.
Mr. P assman. What is the unliquidated amount?
Mr. Tennant. $1,201,171,000.
Mr. P assman. There will be a small decrease in the amount of mili­

tary  aid in 1963 ?
Mr. Tennant. Yes, sir.
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Mr. P assman. Do you have a reduction in Public Law 480 ?
Mr. T ennant. Yes, sir.
Mr. P assman. But, for the mutual security program, as such, ex­

clusive of the military, your request has jumped from $398 to $624 
million ?

Air. Tennant. Tha t is correct.
Air. Passman. I s i t a fact that , somewhere along the way, a t some 

echelon, they realized there would be substantial cuts and they in­
flated this  request great ly, so when the cuts were made you still 
would have as much, or more, t han  you had last year in this field?

JUSTIFIC ATION  FOR FISCAL YEAR 19 63  INCREASES

Please tell us why you have such a tremendous increase in this 
program over fiscal year 1962.

Air. J anow. I will be very happy  to do so.
To answer your question, I  will have to go into  some detai l, country 

by country. You will understand that.
Before I do that,  I would like to call your attention to what hap­

pened between fiscal year 1961 and fiscal year 1962.

DEVEL OPMENT LOAN CATEGORY

In  fiscal year 1961, the development lending category was $46 m il­
lion. In 1962—and this is in terms of obligations, sir—it went up to 
$61.5 million. The loans went up about 50 percent.

Air. Passman. You are refe rring principally  to the development 
credits, 40 years, 10-year grace, and so for th ?

Air. J anow. Not all.
In  1962, there was an $11.1 million loan made to Thai land which 

was made at 3-percent interest  because we considered the Thai capable 
of paying a reasonable interest rate.

Air. P assman. I was speaking of the major portion of these funds.
Air. J anow. That is $11 million out of the $61 million. The others 

were all made in countries  which come into the category of requiring 
the most libera l terms.

Air. Passman. And tha t would be 40 years, no interest, 10-year 
grace period, with the customary three-four ths percent servicing 
charge ?

LOA N RE NEGOTIA TIO NS

Air. J anow. Yes. I would like to point  out another development 
in the lending category tha t perhaps some other admin istrators have 
called to your attention. If  so, please tell me. But we have been 
adding  to our loan agreements a renegotiat ion clause which permits 
us to reopen the question of the ability of the country to service that  
debt at  a faster rate .

Air. Passman. By the same token, when you stand in the middle 
of the road, you can look either right or left. You could just  as 
easily adjus t it the other way and cancel the loan ?

Air. J anow. I th ink that  is not intended.
Air. Passman. I did not say it was so intended. Air. Dillon said, 

categorically, any loan could be canceled. You reserve the right to
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renegotiate, but you could renegotiate either up or down, could you 
not ?

Mr. J anow. I think the intention, in thi s case, is to see whether  the 
terms could be hardened.

Mr. P assman. Why did you not turn it over to the Export- Imp ort 
Bank?

Mr. J anow. They will not make loans of this kind, as I unde r­
stand it.

Mr. Passman. Because they do not meet the hard-loan policy of 
the Export-Import Bank ?

Mr. J anow. Tha t is right.
Mr. P assman. We hope, if you do negotiate, it will be in our favor. 

Any loan can be renegotiated, can it not ?
Mr. J anow. But this is a specific requirement for agreement they 

will in good fa ith renegotiate at the end of  the grace period, and that 
is a 10-year period. I would like to submit the standard clause fo r 
the record.

Mr. Passman. Submit it to the committee, and, if it is not too 
voluminous, we may put it in the record.

Mr. J anow. It  is very short.
(The information follows:)

The text of the renegotiat ion clau se :
Sec . ____ Renegotiat ion of terms .—The  borrower  agree s tha t, at  any time or

times  when it  is requested to do so by AID, b ut not sooner tha n C> mon ths prior to 
the  d ate  when the first repayment of th is loan is due, it will negotia te with  AID 
acce lerat ion of the ma tur ity  of thi s loan. It  is agreed that  the partie s will 
mutually  dete rmine to what  exte nt ma tur ity  should be a ccelerate  on the  basis  of 
one or more of  the following c ri te ri a:

(i) Significan t improvement in the  int ern al economic and  financial situa­
tion o f____________ ;

(Country)
(ii ) Favo rable tren ds in the  balance of paym ents  and  fore ign exchange

holdings o f___________________________ ;
(Country government)

(ii i) Ability o f ------------------------------------------ to make  fu ture  payments
(Country government)

on AID loans withou t int erfering with  the service  of debts owing to any 
U.S. Government agency or any internatio nal  organiz ation of which the 
United S tates is a member.

LOAN REPAYMENTS IN  DOLLARS

Air. I ’assman. Some of the greatest bankers in America, Mr. Black 
and a lot of the others, no more than  a few years ago said tha t in these 
undeveloped regions of the Fa r E ast we must make dollars  available. 
We could not think  about asking these people to repay thei r loans in 
dollars, they said, nor could we th ink of importing anyth ing from 
the countries. Furthermore, they added, we could not think  of per­
mit ting  the ir currency to be spent in some other  country, because tha t 
would defeat the purpose of the program.

With the exception of a minor part  of the development loans, they 
were not in reality loans: they were grants,  because you would spend 
the local currency, when they paid it back in lieu of the dollar loan, 
in their own country for projects in their own country, mutually 
agreed upon by the country and the United States. Therefore, nothing 
ever came back to the U.S. Treasury out of tha t type of an agree­
ment.
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But, about a year ago they took a complete about-face, and they 
said it would have to be done this way, and I paraphrase : “We are 
going to make dollar loans now, but they are going to be on a 40-year 
basis, with no interest, and a 10-year grace period.”

DIS PO SI TIO N OF  LO AN  REPA YM ENTS

You understood the opera tions of the old development loan fund ? 
Mr. J anow. Yes. I have some knowledge of it.
Mr. P assman. The new operation is ju st about the equivalent of the 

old, because any money tha t comes back under this development credit 
goes back to the fund, to be spent back in the p rogram ; is tha t not so? 

Mr. J anow. Und er development lending?
Mr. Passman. Yes.
Mr. J anow. That is not my understanding.
Mr. Tennant. The dollar  repayments that  come back go into the 

development loan account.
Mr. J anow. Yes.
Mr. P assman. For your informat ion, it does go back. It  adds up to 

about the same as the others.
It  is plowed back into the program, not the U.S. Treasury .
Mr. Tennant. That is correct.

LO AN  TO TH A IL A N D

Mr. Passman. Can you tell us why this increase is so much h igher 
than  last year?

Mr. J anow. I would have to do so in some detail.
Mr. Passman. Ju st take your time, sir.
Mr. J anow. Let me star t first with Thailand.
In  Thailand we made a loan of $11.1 million to the Government. 
Mr. P  assman. Off the record.
(Off the record.)

JU ST IF IC A T IO N  FO R IN CR EA SE D RE QU ES TE D FO R 1 9 6 3

Mr. P assman. We want to  know why you are asking for $624,100,- 
000 out of the three specific spigots of the mutual security program, 
for which you had only $398 million last year. That is $225,900,000 
over last year.

Mr. J anow. Yes.
I started to call your attention to fiscal year 1961 when the total of 

expenditures, exclusive of Public Law 480* had amounted to $532 mil­
lion as compared to $398.2 million for 1962. In other words, there 
was a fairly substantial drop.

In 1962 from 1961. As we go through the various countries  I  think 
I will be able to account fo r why the  figures dropped and why in any 
category they will have to increase, we th ink, in 1963.

Mr. Passman. No program, it seems, will ever sati sfy our country, 
or any other count ry; but, you did have a financially satisfactory 
program going in your region ?

Mr. J anow. I would not describe it as satisfactory.
Mr. Passman. What was unsatisfactory about i t?
Mr. J anow. There are all kinds of problems.

87948— 62 — pt.  3------38
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Mr. P assman. You had aid going into every nation in substantia l 
amounts.

Mr. J anow. Well, we were frankly disappointed in the way in 
which the --------

(Off the record.)

NU MB ER OF NA TIO NS IN  FAR EAST PROGRAM

Mr. Passman. How many nations are in your region?
Mr. Janow. Nine that receive aid.
Mr. Passman. As we think of this in the overall, you did have a 

series of projects going in every nation in your region, did you not?
Mr. Janow. If  I may mention some other difficulties which will help 

illustrate why the expenditure in fact diminished so substantial ly in 
1962 over 1961 and will also explain in pa rt why we an ticipate  in 1963 
it may substantially increase.

Mr. Passman. There is some degree of doubt, is there?
Mr. Janow. In every program of this  kind.
These are estimates.
There are no certainties.

PRO JEC TS PRE SEN TED ILL UST RATIV E

Mr. Passman. You are dealing with an illust rative  p rogram?
Mr. J anow. As carefully estimated as it can be.
Mr. P assman. You are dea ling with an illustrative program for fis­

cal yea r 1963. Can you obligate this money for anyth ing else other 
than the projects you will testify for before the committee?

Mr. Janow. No, sir. It  is the intention to stay-----
Mr. P assman. I s thi s an il lustra tive program? Do you have p roj­

ects pinned down fo r which you are going to spend the money ?
Mr. J anow. No. I think there  is terminology here tha t I would 

like to have clarified.
Mr. P assman. By illustra tive, we mean we give you the money-----
Mr. J anow. We cannot commit ourselves to a program until we 

have funds.
Is that not true?
Mr. Passman. I wish that  it were.
By illustrative, you just ify it on the basis tha t you want so much 

for continuing  pro jects and you want a certain amount for new pro j­
ects. But, you do not know whether you will spend it on these pro j­
ects or programs, or in these countries; but after you receive the 
money, you will determine where it is best to spend it, in what countries 
and on what projects. Is tha t not accurately stated? You reserve 
that  right?

Mr. J anow. Tha t is not the way my region is being administered.
Mr. Tennant. I  think  what the chairman is referrin g to, Mr. Janow, 

is the fact the book contains our best estimates of the projects we in­
tend to go forw ard on, but in ca rrying out  the program in 1963, there 
may be some changes other than those shown in the book.

Air. P assman. You do, under the present legislation, have the 
righ t to substitute new projects for those you have requested funds 
for on an illustrative basis, and you could reprogram the funds in
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some other country, other  than  what is specifically stated here, if it 
is in your region ?

Mr. J anow. Technically, that is correct.
Mr. Passman. Thank you.
Mr. J anow. I would like to continue to answer your question.
Mr. P assman. If  you want to elaborate, th at is quite a ll right .
Mr. J anow. I would like to.
Mr. Passman. Yes, sir.
Mr. J anow. Why the funds have changed between 1962 and 1963.

LOAN FOR IRRIGATION DEVELOPMENT IN  THAILAND

In  the case of Thailand, as mentioned, we had three irrigation  proj ­
ects in  the northeast provinces which, as I described, have been put 
into a loan agreement at a 3-percent interest rate.

Mr. Passman. Tha t is the $11 million?
Mr. J anow. $11.1 million.
Mr. Passman. When was that  transaction approved ?
Mr. J anow. The date  of approval—quite recently.
Mr. P assman. Does that  sum fulfill our commitments made in 1960 

on that project?
Mr. J anow. Yes, it does.

TOTAL AID TO THAIL AND

Mr. P assman. What has been the tota l of aid to Thailand since the  
inception of this program ?

Mr. Janow. I can tell you that.
Mr. Passman. All categories ?
Mr. Janow. Through 1962?
Mr. P assman. Yes.
Mr. J anow. The total  aid funds have been $286.6 million.
Mr. P assman. Does tha t figure include m ilitary, and all o f it?
Mr. Janow. No, si r; this is the economic.
Mr. Passman. Let us get the total.
Mr. Tennant. Inclu ding  military, Public  Law 480, and Expo rt- 

Import, $776.7 million.
This  committee visited Thailand. We were told about this. We 

asked the question-----
(Off the record.)
Mr. J anow. At  the present time, Thaila nd has a favorable  balance 

of trade.
Mr. Passman. That has been so for a long time;  I am familiar 

with the s ituation.
Mr. J anow. There has been a steady growth in the last few years 

in her reserves.
GR AN T-AID PROGRAM I N  THAIL AND

Mr. P assman. You do have a substantial gran t-aid  program in 
Thailand?

NTr. J anow. That is true. We are estimating that for 1963, the 
development loan category for Thai land will increase from the $11 
million in 1962 to perhaps $--------.
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Mr. Passman. How will the other $--------be handled ?
Mr. J anow. As far  as our policy is concerned, it will not change 

because of thei r large reserves, thei r favorable balance of trad e and 
their  domestic situation.

Mr. I \ \ ssman. What do the development grants to tal for Th ailan d ?
Mr. J anow. $--------.
Mr. Passman. Does that  include Public Law 480 ?
Mr. Janow. There is no Public  Law 480 for Thailand.
Mr. Passman. How much is the military  ?
Mr. Tennant. For  fiscal year 1962, $58,594,000, and for 1963 

$--------•
Mr. Passman. Even if the loans are good, for each dollar loan, 

even if they repay it, we are giving them $3.50; are we not? That  is 
about the way it figures up.

Mr. T ennant. The mathematics figure th at way. The question of 
the milita ry program-----

Mr. P assman. Is it classified ?
Mr. J anow. No, sir. I am prepared to talk  about it in general 

terms if you would like for me to describe what I know about  it.
Mr. P assman. There is noth ing so favorable about a loan out there 

if you are going to give them tha t much.

EM PLO Y M E N T  FO R FIS C A L YE AR  1 9 6  2

Mr. Director, what was the number of personnel on board in your 
region in 1962 ?

Mr. J anow. I have a table for t ha t—actually on board, we had 725.
Mr. Passman. Tha t was fiscal year 1962 ?
Mr. J anow. Yes, 725.
Mr. Passman. Your book shows 895.
Mr. J anow. Tha t was an estimate.
Mr. P assman. What is the estimated number fo r 1963 ?
Mr. J anow. 880, sir.

APPROV AL  O F P U B L IC  W OR KS  P ROJE CTS  IN  U N IT E D  ST AT ES

Mr. P assman. Would you subscribe to a policy of a double s tand­
ard  on similar projects for foreign countries and our own country, or 
would you subscribe to a standard policy with respect to establishing 
the need and the benefit-cost ratio  of the projects?

We have one standa rd in the United States. We have another one 
abroad. If  you are planning, we shall say, a flood control project in 
Thai land and you were planning a flood control project in the United 
States, would you not agree tha t we would have a sound program if 
we should follow the same cr iteria in approving the project in Tha i­
land th at we do in approv ing the project in the Uni ted States ?

Mr. J anow. Other conditions being equal, I certain ly would.
Mr. P assman. Wh at do you mean by other conditions?
Mr. J anow. If  you are talk ing about the northeast provinces-----
Mr. P assman. Any part.  As long as i t is a simila r project. You 

are having a flood control project  coming up to save lives and prop­
erty  in Thailand and one coming up to save lives and property in the  
United States.
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Are you fami liar with  how projects are actually established for 
consideration fo r funds in the United States?

Mr. J anow. I have some familiarity .
Mr. Passman. What would be your idea of how it is done ?
Mr. J anow. Many years ago I worked a b it with the Depar tment  

of Agriculture  when I was still a graduate student and I saw the 
Army Corps of Engineers doing flood control work. I understand 
their  methods of estimation and costing and investigation. I think  
I have some familiar ity with that.

Mr. P assman. Would that be about the lim it of the experience you 
acquired ?

Mr. J anow. In addition to tha t, after the war, before I went back 
overseas, I spent 6 or 7 months with the Exp ort- Imp ort Bank as their 
adviser on the F ar  Eas t, and in the course of tha t operation had some 
contact with th is matter.

Mr. Passman. But step by step, as to how a projec t comes into 
being in the United States, could you follow i t from its initia tion to 
completion?

Mr. J anow. I have not been in projects  in the United States.
Mr. Passman. Here is the way it works in the United States, in 

effect: I t has to  be in itiated at the local level, usually by a county or 
State  engineer. You develop i t to  the point where you can finally go 
before the Public  Works Committee and get an authorization  for an 
examination. That usually requires relatively littl e money. After 
the examination, if there is any hope this project will meet the estab­
lished cri teria,  it moves to step 2—that is, the State engineer and the 
distr ict engineer under the Corps o f Engineers would joint ly check it 
out. Then if feasible, you would finally get planning money.

After you have finished all the  ramifications in connection with this, 
if you have a cost-benefit ratio tha t is favorable, the project moves on 
then to the office of the U.S. distr ict engineer. If  it does not have 
a favorable benefit-cost ra tio, it gets no fur the r consideration. If  it 
is favorable, it moves from there  to Washington, to the Corps of 
Engineers. In the meantime, probably 3 years have elapsed.

Aft er the U.S. engineers in Washing ton have had a care ful look at 
the project, if it is recommended, it comes to the Congress. Then, 
Congress will hold detailed hearings. The Public Works Committee 
will check all the information, from the beginning at the planning 
stage, to ascertain whether or no t the favorable  benefit-cost rat io still 
remains firm. If  so, they may, or may not, include the project in an 
omnibus flood-control bill. Tha t has to go through the House, where 
again it may be kicked out. I t moves to the Senate, where the same 
type of procedure is followed.

If  it remains throu gh all these processes, it goes to conference, 
where they fight i t out, and finally, if  it  is approved, it goes down for  
the President ’s signature.

And what do you have? You have an authorization by which 
appropria tions  in subsequent years may be considered.

Here is a $50 million project, we shall say, in the  lower Mississippi 
River and its tribu taries . If  you make a good case, and show the 
benefits will be grea ter than  the expenditure, you may get maybe 
Yiefh of  that money, if you are fortuna te, but it is a  very difficult job.
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Next year you may get a littl e more. But, if our economy is upset, 
they may suspend it  for  a year and you will not get anything.

Eventually, afte r 10 or 12 or 15 years, you may finally get, slice by 
slice, sufficient funds to bring  the projec t to completion.

Now, I could just  about add 50 percent  more to that  recitation,  
and tha t is the way we do it in America.

Mr. Andrews. Will the  chairman yield for a minute ?
I think  we have about $18 billion worth of authorized projects in 

America at  th is time and the annual rate  of appropriation as against 
the backlog of authorizations is about $1 billion a year.

Mr. Passman. Tha t is right .
(Off the record.)
Mr. Passman. About 50 percent, or more, of all the money in this 

year's appropriation  bill will go back and pick up projects tha t were 
authorized as long ago as 1938 or 1939.

But, AID  says to us, in effect, “Give us these billions of dollars, 
and afte r you give them to us, then we will determine the projects, 
and the countries in which the money will be spent.”

As a result, we are star ting  projects all over the world tha t never 
should have been started.

PROJE CTS T ERMINA TED IN  FAR EAST I N  FISCAL YEAR 1962

How many projects did you terminate in your area in fiscal year
1962?

Mr. J anow. I have a table on that  subject, Mr. Chairman.
Mr. P assman. Give us the number of projects you have terminated.
Mr. J anow. I can do this by those which were funded in 1962 and 

1963.
Mr. Passman. Undoubtedly you know how many projects you 

terminated?
Mr. J anow. Yes, sir.
Mr. Poats. Forty-seven.
Mr. P assman. How many of those did you bring to completion and 

how many did you abandon, or discontinue ?
Mr. Harkins. We do not have that information broken down by 

those categories.
Mr. Passman. How many projects did you bring  to completion 

for the purposes originally intended, and for which you require no 
additional money?

Mr. J anow. I am afra id we cannot give you tha t without sum­
marizing all these pages. Would you like to go through the coun­
tries?

Mr. P assman. We want you people to go through them.
Mr. J anow. May we give this to you late r in the day, sir.
Mr. P assman. All right .
Now, how many projects did you abandon for the reason they never 

should have been started ?
Mr. P oats. The answer is “None.”
Mr. Passman. You will get a medal if you can establish that  as 

fact. You do not know how many you brought to completion ?
Mr. P oats. Yes, sir.
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Mr. Passman. But you said you did not know how many you com­
pleted as original ly planned and how many you abandoned ?

Mr. Poats. Mr. Chairman, the question there was whether they were 
completed as originally  planned. Some have been changed, some 
have been absorbed in other projects, and some have been terminated 
before the initia lly projects completion date but the original  purpose 
has been accomplished.

Mr. Passman. I can tell you that  you have abandoned projects in 
Taiwan , and you have abandoned many of them. I do not believe, 
for example, the sawmill project was completed.

How long have you been with the program ?
Mr. Poats. Since last December.
Mr. Passman. How long have you been with the program ?
Mr. Harkins. I have been in my present position since last De­

cember.
Mr. Passman. And you, sir ?
Mr. Janow. I was sworn in in Jan uar y of this year.
Mr. Passman. When you say consolidated into others, you mean 

there have been some projects tha t have been completely abandoned 
and you have moved some projects into consolidation with other 
projects?

From 1955 to 1962, inclusive, give us the number of  projects which 
have been abandoned in Taiwan, the expenditure you made on each 
project before it was abandoned, and then lead into 1962 and tell us 
how many of those became a p ar t of the 49 projects, and the cost of 
each. You can put tha t data  in the record.

(The information supplied follows:)
Taiwan projects terminated, 1955 -62 

I. PH YS ICAL LY  AND  FINA NC IA LL Y COM PL ET ED  PR OJ EC TS
[In thou sands of U.S . dollars]

Project No. Project ti tle Expen diture s

49 123.........
1954

Labor a ctiv ities______  ________ _________________________________ 3021-240......... Mining engineering, logistic su ppo rt of K N R ........................... . .................. 623 241_______ Ceramics s tu dy ..  _________ 12.______________ __________________ _ 6

22 006_______
1955

Telecommunications  managem ent....... ..................... ...................................... 1613 021......... . Nitro  solution appl ication ____________________ _____________ ____ 222-036......... . Nan pu 1st un it therma l......... ........ ................ ......... ..................... .................. 7,11122-038_______ Pa tu  sub sta tion_____________ ____________ ___ _________ ____ ____ _ 46222-042............... Wulai-Taipei  line____________ __________ 6223-053............... Hsinc hu window glass plan t_____________ 43329-082............... Area and resource su rvey_________ ______________ ________ ________ _ 2634-118.............. Por t operations and managemen t_________________ ________________ 351-126_______ Serum and vaccine p roduct ion .......................... 551-220_______ TB control_______"._________________________ _____________ _____ 423-222............... Fertil izer manufac turin g process..................... ......................... . . ................ 121-223............... Geological techniqu es__ ."____________ ______ _________ ___________ 1623-225............... Dah Tun g bicvcle en gin eei ing ......... ............. .................................  .............. 5923-226......... . Sugar processing- . . .  7_____ 7............... ................................... .  ................... 2

69-013......... .
1956

Imp rovement  of business . .  ...................... ...... ........... . ......................... 2175-015_______ Internationa l Economic Admin istration ................................ ........ ............. 461-019_______ Automotive Tra ining Cente r. ......... .......................................................... 3522-032_______ Sun-M oon hyd ro pea king. . ............................................... . . ....................... 67422-035......... Pe ipu  th erm al. .  . . . . . . .  .................... . .  .......  ......... ...... .................. 30422-043.............. Tienlung-W ufong transmission line (2d circu it)___ ___________________ 37223-048_______ Kaohsiung  A mmonium Sulphat e Works expansion . . 1.860
6623-049_______ Kaohsiung  Ammonia  Su lphate Works (nitrogen so lut ion ).23-064......... Synth eticdete rge nt p la n t. ....... ..................... 7.................. ......... ................ 60
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Ta iw an  projects  ter minated , 19 55 -62— Con tinu ed

I.  PHYSICA LLY AND FINANCIA LLY COMPLETED PROJECTS----C o n ti n u e d

[In thou sand s of U.S. do lla rs]

Projec t No. Project title Ex pend itu res

1956—Con tinu ed

22- 084..............
21-086..............
23- 091......... .
23-092..............
33-105..............
66-138_______
71-141_______
71-142_______
71-143.........
71-144..............
71-145.........
81-161.........
21-221..............
71-227_______
98-242_______
54-244..............
21-263_______
61-284_______
69-290_______

Telep hone eng inee ring ......................................................................................
Ha rd rock mining..............................................................................................
Mechanical logging............ ................................................ ...............................
Yeast m anufacturing.........................................................................................
Railway  cargo handling eq uipm en t............. ....................................................
Improvem ent  of NT U College of Engineerin g......... ......................................
Organization of Bureau of Stan da rds......................... . ................ ..................
Jud icia l ad min istration (Ha wai i).....................................................................
Pen al ins titu tions........................... . ................................. . ..........................
Public p rosecut ion...... ................................. . ....................................................
Legislative practices...................................................................... . ..................
Urban and industria l surv ey.................................. .................. . ........ .............
Coal product ion techniq ues............................ ........................................ . ........
Ret ired  Servicemen (Retser)  Adm inis trat ion Adv isor____ _____ ______
Nuclear medicine tra inin g.................... ................... . .......................... ...........
Hea lth educa tion,  teacher  training, T PN U ............... . ...................................
Gold and copper mine improvement (mine an d mine rals) .... ............. ..........
Improvem ent Fish ery Biology Depa rtm ent  (N TU )___ _______________
Pro ductivity tra ining, post primary schools......... ........... ...... .....................

3
5
4

554
74
6
4 
6 
3
3 
6

22
11
15
7
6

197
5
4

18-020 . .
1957

Ocean fisheries im prov em en t.. .................................. ........... ...... ...... .............
22-033... Tien lung  hydro peak ing___ ___  ____ . . . .  . . . . ___  ___  ___
22-039... Kaohsiung in dus tria l power supply .......... ......  . _________________
22-040... Power t ransmission and  dis trib ution (fiscal year 1954)_________________
23-0.50... TFC  No. 3 ni trop hos pha te. . . - ______ . ___________
23-054______ TC C plant expansion (cement manuf acturing) _______________________
23-055 Chia  Hsin cement  p lant_ _
23-059 . . Sugar refining generators __ - ____ . __________ _ ___ ________
23-060... Sugarcane tra nsp ort -. . .......... .................. . . . ................... ....................
23-062........... Polyviny l chloride p lan t (PVC )___________________________________
23-0 66.. . . Salt field moderniza tion.  . _ . ..  ....... .  .........................................  .......
23-067............... Petro leum expans ion. . _______________ ____________________ _____
23-075.............. Sweetpotato de hy dr at io n_____________  _________________________
29-081. . . . Hea vy construc tion equ ipm ent  im provem ent________________________
23-095_______ Aluminum manufactu ring________________________________________
23-096........... Diesel engine m anufacturing______________________________________
23-097.............. Fou ndry  pract ice s...  ____ __ ____________________________________
33-104.............. Rolling stock and  motive power____________________  ______________
36-108_______ Shipping m anagem ent.. ________________________________________
23-117_______ Artificial woodboard pl an t________________________________________
36-119_______ Shipning manag eme nt__ _________________________________________
71-289_______ Public safety—Police adminis tra tion. ______________________________
79-295_______ Municipal government adm inistration______________________________
71-296...... ........ Publ ic ente rprise  a dm inistration___________________________________
98-297...... ........ Training in atomic energy________________________________________
21-300............ Geological equip me nt___________________________________  ________
73-326.............. Pub lic personnel  a dm in is trat io n__________________________________
17-356............... Forestry (retse r)______ __________________________________________
11-381............. NT U-U ti cont ract  (JCRR)__ ..................................... . .................. . ...............
99-391_______ Capital development tra ining__________________________  _________
19-395_______ Regional conference (JCRR)______________________________________
82-434_______ Retser homes____________________________________
21-029_______ Petroleum explora tion, C PC _____________________
22-037_______ Nanpu  2d uni t therm al_________ __________  ______  _
23-047.............. Hualien n itro cha lk______ _____ ___________ ______________________
23-058. ............. Sugar refining, centr ifuga l_____________  _________________________
23-074_______ Pineapple canning_________  ______________ ____________________
15-100............. Food dehydra tion  and cann ing__ _______________________ ___ ______
33-103_______ Railway m ai nt en an ce ..__ _  __________________
34-107_______ Kaohsiung harbor im provem ent _________ ___ __ ___
39-111_______ Taiwan  S hipbuildin g Corp___  . . . .  ______  _____________________
31-115.............. Highway bridge maintenanc e (Ja pan) .______  ___ _________________
33-116_______ Railw ay operation, railroad car design and  cons truc tion___________  . .
47-124_______ Ind ust ria l and mining safe ty, hygiene______ ___ _ _ ___ _______________
53-131_______ Improvement  of hosp ital adm inis trat ion practices . . ________________
74-150_______ Budget a dm in is tr at io n ..________ ___ . . . . . . . . . _________ __ .
71-155_______ Man agem ent training  leadership group___  . ___  ____________ _
91-156_______ Foreign tra de  and in ve stm en t.. *. ?. ... !____________________ ________
27-230.............. Industr ial manag ement___________________________ _______________
23-236_______ Paperboard plant . . ___ __________________________ ____________
98-243_______ Reacto r in sti tu te tra ining ___________  _____ _  __________  . _______
21-259_______ Coal mine d emons trat ion ........ . ...........  . __  ____________  _______
71-278-.......... . Retser program  adminis tra tion (George F ry co ntract )_________________
23-309.......... . Moderniz ation  of mills, TS C_____  .? ___'.______  . . .  . . . . . . . . . . . . . . . . . .
31-316_______ Heavy construction  equip ment (T HB)_____________________________

170 
4,672

485
1,987
1,361
1,578
1,880

147
167
647
120

2
62

429
8

182
15

2,242
411
289
11
8
8
4

23
20
4

38
257

9 
1

27
400 

5,132 
4,270

165
341

4
2,731

185
444

4
22
15
62
79.5
35
97
10

298
4

101
600
926
19
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Taiwa n projects terminated, 1955-62 — Co nt inu ed  
I . PH Y SIC A L L Y  AN D FIN A N C IA L LY  CO MP LE TE D PROJE CTS---- C o n t i n u e d

[ In  th ousa nds of  U.S . do ll ar s]

Project No. Project t itle Ex pend itu res

1957—Continued
34-317.............. Cargo handling  eq ui pm en t.. ................... ................ .  . . . . . . . 25818-320......... . Fish propagat ion (rets er)____________________ ______ 723-357.............. Food processing p lan t (T SC )___ _ ______________ ____ 71
99-365.............. TA p art icipan ts (AX) post dep arture  expenses_______ __________ _ 1
23-373.............. Chang H ua  Bagasse Boa rd ...  _______  _______ _____ _________ _ 1.309
17-376.............. Forest policies and managem ent plans (JCRR)______ 1755-385............... Food and  drug c ont rol . _____________________________ ________ . . . 529-389.............. Stock  exchange adminis tra tion____________________________________ 4
79-390_______ Economic Deve lopm ent In st itut e________________ ____ ____________ 4
53-396_______ Hospit al adm inistration____  ________ ___________________________ 5
19-405.. Tra cto rs—TS C______ _  . . .  ______________________________ _____ 950
23-416. Petroleum  pr oducts dive rsific ation___________________ .. 4
23-419.............. Shop imp rovement—T M M C ____________  ______________ _________ 228
17-438. Forest ation a nd tree gu m______________________________  . ________ 41
92-441. Dom estic broadcast facilitie s______  _________ ____________________ 22
76-443............ Procurement  and  supp ly manag em ent_______________ ______________ 6

1959
21-025. Solid fuels and m inera ls exp lorat ion survey__________________________ 44
23-052. High grade paper m ill____  ______________________________________ 701
23-072. Elec trica l motors  and switches_____________________________________ 337
34-106 Keelung harb or improvement  . __  ..  . . . .  ___ 346
52-127. Kao hsiu ng water works rehabi lita tion . . . .  . . .  . . .  ___ 701
78-153. Gov ernment s tati stic s .......................................  . . _____ 26
23-231 Corrugated  board  p la n t. .............. ............... ....... . ........... ...  ..  ___ ____ 300
23-310......... Chem ical pu lp manuf acturing............... ...................................  ................... 46
27-312 Ind ust ria l Research Insti tu te  ..  . . ............................. . ............. 93
31-324.............. Highwa y im provem ent  and adm ini stration________  . ..  ............ .  . . 13
12-378.............. Deep  well i mprovement  (TSC )____________ ____ ______ ___ _____ ___ 119
22-379......... Suburba n telephone exp ansio n.. __  ___  ____  __  __  . _____ 324
55-380_______ Hos pita l co nstruction and  eq uip me nt__ _  ______________  ____ ____ 68
18-454_______ Fishing d evelopment _______ __  . ____  ...............................  ___ 19

1960
23-065_______ Taiwan  Aluminum Corp, expansion _ _____ _________  ____  _______ 890
23-224______ Steel tube m ill_____________________  _ .... ... ...................................  .. 466
29-481_______ Industr ial  tr ain ing  placement (rets er)_____  ________ ________________ 76
55-492.............. Taiwan Sanitarium .... ........... ...........  _ . ..  ____  ___  __ __ 22

22-034_______
1961

Lung-chien hyd ro__ ___ ______ ______ _  . _______________________ 3,177
23-281_______ Ea st coast p ineapple  development__ _  . . . _____________________ 720
31-315_______ East -west highway cons truct ion (retser)__ __________________________ 1,378

97623-411_______ Bagasse shaving board (TSC )_____________________________________
23-420_______ Tan g Eng  Iron Works, subs tat ion _______________________________  .. 229
89-425_______ E -l  highw ay developm ent (ret ser )__ _____ ______________________ _ 11
96-463_______ Mass  com municat ions__ ______ ___ _ 3055-465_______ Retser ho sp ita liz at ion__________  . _ . . . 2. 69011-467_______ Retser agricultu ral dev elopment____ ____________________ _  _______ 252
23-501_______ Caustic soda and chlorine p rod uct s_____________'________________ 210W-23-AG____ Lith ograph  pr int ing  p la nt ____________ ___________ 587
W-23-AI____ KASC 2d expan sion____________________________________  ________ 6W-82-BD ___ Relief—Kin men -M atsu ______  ___________________  . . . . . _____ _ 5
W -l l- B N ____ Regional Far Ea st fertilizer workshop_______________________________ 8
X-8 3-AV____ Low cost housing___________________________  . . . . .  ___ ___ _ 55

E-99-A G____
1962

Shihmen multipurpose  d a m .. _____ ___ 7,862
133F-31-AA____ Highway- road  im pro vem ent __ ____  ____J-9 2-A E_____ Small ind us try  loan fund___________________________ 6,590W-22-AA____ Wusheh Dam  h ydro_________ __________________  _________ _______ 2,106

W-22-AB____ Shenao 1st the rm al________________________________  . 7,935
111W-22-A C____ Tachien  R eservo ir. . ______ _____. . .  _____________  ________________

W-23-AD ____ Urea pl an t_______________  _________ ______________ _ __________ 8,332
621W-23-AH ____ Aluminum pla nt  mo der nization._____ ___ ___________ ______________

W-52-AV ____ Mun icipa l water supplv ............................................... ..................................... 109W- 99-BF........ Oversea economic p rom otion____________________  __________ _____ 220W-1 2-BO____ Regional irrigation  se minar ..___ _______________  . _______________ 10Y-82-BG ____ American-voluntary agencies____________________ 20
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Tai  w in  proj ects  terminated , 19 55 -62— Con tinu ed  
II. PH YS ICAL LY  CO M PL ET ED  PR OJ EC TS ; AW AITING  SU BM ISS ION  OF FINAL  DOCU-

MEN TS ; NO FU RTH ER U.S. FU ND IN G RE QU IR ED

[I n  th ousa nds of  U.S. do ll ar s]

Projec t No. Projec t t itle Ex pend itu res

W-63-B C........ Home economics teacher tra ining ........... ................ . ......... ............................. 60

ITI. PH YS ICAL  WORK S TIL L UN DE RW AY ; N O FU RTHER  U.S. FU ND IN G RE QUIR ED

F-36-AC Coasta l ship construction . .  ______________________________________ 1,877
F-33-AE Expansion of railroad fac ilit ies .... _________________________________ 21,239
W-23-AE Artificial woodboard pl an t________________________________________ 8.333
W -23-AF .. Sulfuric  acid pla nt___________ _________ _ ______ ____ _______  ___ 1,448
W-23-AK Material  st andards  contro l. ______________________________ _______ ’ 161
W-2 1-AP____ Mineral development 1___________________________________________ 694
W-51-AQ Mala ria eradication 1_____________________________________________ 150
W-51-AR Disease control 1_________________________________________________ 582
W-52-AS Sani tatio n and water supply  1_____________________________________ 370
W -5 4- A T... Medica l an d paramedical education  1____ ______ _ ______ _ _________ 992
W- 55-AU. . Hospi tal and "health facilities 1_____________________________________ 485
W- 21-AW.... Coal mine  develo pm ent1_________________________________________ 1,775
W-22-AX ... Telecommunication expansion ___________________________________ 3,872
W-69-BH....... Edu cation adm inis trat ion and de ve lopm en t1________________________ 1,780
Y-39................ General transportation training 1_______________________ ___________ 138

i 9 terminat ing projects tor which funds were obligated in fiscal year 1962; no furth er U.S. funding is con­
templated.

IV. CA NCE LE D PR OJ EC TS ; PR OJE CTS  IN IT IA TED  AND FU ND S OB LI GA TE D;  FU ND S 
LA TE R DE OB LIGA TE D,  EX PE N D IT U R ES AS IN DIC ATE D

[In thousands  of U.S. dollars]

Project
No.

Project ti tle Year
can celed

Exp end i­
tures

17-056 Ta Shu Shan logging__________________ _____________________ 1961 641
25-298 Steel industry survey_______________________________________ 1959
23-308 Nitr ophosphato p lan t (H KE) _______ _________________________ 1959
18-401 Tu na  long liners _________ ______ _________ ___________ _____ 1958
23-417 Rubbe r tire manufactur ing___________  ______________________ 1959
92-446 Athens festiva l... ___________________ ___________ ___________ 1958
J-23 -AI Indust ria l dynamite m anufacturing____ _______________________ 1962
W-23-AJ Phospha te fertilizer.......................___________ _____ _______ _____ 1962

Mr. J anow. Sir, would you define for us what you mean by 
“abandoned” ?

Mr. Passman. The sawmill project or the dam project which was 
redesigned. You know what I  am talking about when I  mentioned 
this concrete dam over there tha t was redesigned? Let us get into 
that.

Mr. J anow. I was just asking for  a definition.
Mr. Passman. By an abandoned project I  mean on th at you started 

and abandoned.
Mr. J anow. I was asking, for example, with reference to malaria 

eradication.
Mr. Passman. Tha t would not be abandoned. That would be one 

brought to completion.
Mr. J anow. Successful completion.
Mr. Passman. As planned.
Mr. J anow. In this case malaria, fo r all practical purposes, has been 

eradica ted in Taiwan.
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Air. P assman. Brought to completion.
Air. J anow. You would like a  d istinction between successful p roj ­

ects and those we stopped because we considered them unsuccessful? 
S II I II M E N  M U L T I PU RP OS E DA M , T A IW A N

Air. P assman. Tell us about the  dam.
AVhat is tha t project?
Air. Harkins. Page 54.
Air. J anow. I think  you are talking about the development loan 

for the Shihmen multipurpose  dam. That is a loan tha t began in 
1958—in November of tha t year.

Air. Passman. This is one o f the loans tha t is repaid in Taiwan 
currency ?

Air. J anow. Tha t is correct.
Air. Passman. When it is repaid , where does the money go? Is 

that under the  old Development Loan Fund ?
Air. J anow. Yes, sir.
Air. Passman. Then tha t goes back into the Republic of China?
Air. Tennant. It  goes back in the U.S. Treasury and can only be 

used in China, subject to agreement with the Republic of China.
Air. P assman. I s it  not a fact tha t any repayment must be spent in 

the Republic of China ?
Air. Tennant. The repayments are credited to the United States 

and can be spent only subject to agreement with the Republic of China, 
normally in China.

Air. P assman. It  does not go in the U.S. Treasury for use in the 
United States?

Air. Tennant. No, sir.
Air. P assman. When was this project started ?
Air. J anow. The loan was approved in 1958, sir, but engineering 

was started earlier under an ICA grant.
Air. P assman. AVe know this is disguised gran t aid, because you are 

dispensing dollars and you a re collecting Republic of China’s repay­
ments in thei r currency, and tha t currency goes back to the credit of 
the Republic of China. So it is in fact a grant.

What is the status  of that  project now ?
Air. J anow. This project  has been subject to some redesign.
Air. Passman. AVhat amount did you disburse through fiscal 1962 on 

this project?
Air. J anow. About $14 million. I think  tha t figure may be slightly  

higher at the end of the fiscal year.
Air. Passman. Did we get anything for tha t $14 million except a 

bunch of concrete tha t could not be used ?
Air. J anow. Sir, the Taiwan Power has a very good reputa tion 

among the power author ities of the Far East.
Air. Passman. I want to know what we got for all that concrete 

we poured there. You have gone into a wooden type of dam, have 
you not ?

Air. J anow. I gather  there been some difficulty in pressure tunnels 
because when fur the r exploration was made it was discovered tha t 
the rock was porous  and would not  hold the pressures.

Air. Passman. And you changed to a wooden type ?
Air. J anow. Earth -filled dam.



600

Mr. P  assman. So we got about $14 million worth of concrete over 
there tha t could not be used? Do you agree with me, Mr. Director, 
tha t had this project  been proper ly engineered, by competent engi­
neers, from the beg inningthis  would not have happened ?

Mr. J anow. I think  there has been some waste in this project.
Air. Passman. I am not talk ing about that. I am talk ing about 

changing to an earthen dam. If  this  project had been properly 
planned, by competent engineers, we would not have got ten into this 
situation, would we?

Mr. Janow. I do not recall who the engineers were.
Mr. P assman. I do not either, but we have $14 million of concrete 

and have gone to an earthen dam.
Mr. J anow. Sir, the $14 million was not all for concrete.
Mr. Passman. Do you know anything  about the new estimate to 

bring  this project to completion ?
Mr. J anow. I think there migh t be something like $2 million worth 

of equipment which is excess to the requirement as originally planned 
because of the change in design, but th is can be used elsewhere. I have 
myself asked this question and been told tha t this  is the limit of waste 
that is associated with this project.

Mr. Passman. But you did go to  an earthen type of dam ?
Mr. J anow. This equipment may be salable or may be transferred 

to a concrete dam projec t elsewhere in Taiwan. It  would no t be con­
sidered as a loss of $2 million.

Mr. P assman. This is just  one project.
N E W  PR OJE CTS  IN  FA R EA ST

Wh at new projects will be initiated in fiscal 1963 ?
Mr. J anow. In Taiwan, sir?
Mr. Passman. In your region, total.
Air. J  anow. We have one new project in Burma. We. are expecting 

six in Indonesia.
Mr. P assman. In Indonesia?
Mr. J anow. Yes, sir.

Projects in I ndonesia
M r.P  assman. What  kind of projects in Indonesia?
Mr. J anow. As you know, we are very hopeful tha t the West I rian 

crisis is over and tha t there will be an opportuni ty to assist that country.
Mr. P assman. If  you keep Sukarno out of Moscow long enough you 

might be able to do something.
IM PR OV EM EN T OF  S H IP  OP ER AT IO N

Mr. J  anow. One project is improvement of ship operation.
Mr. Passman. What?
Mr. J anow. Improvement of ship operation. I talked to the cap­

tain  of the Hope—do you remember tha t medical ship?
Air. Passman. Yes.
Air. J anow. They went aground twice when they were trying to 

assist the Indonesians with medical services. This ship, as you will 
recall, was donated voluntarily.
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Mr. Passman. Tha t is right. Now we want to give them a deep­water channel. Tell us the cost.
Mr. ’7a n o w « The estimate for 1963 is $--------. It  involves fourtechnicians-----
Mr. Passman. Ju st give us the cost.
Mr. J anow. $--------.
Mr. P assman. Wha t is the estimated completion cost?
Mr. J anow. The estimated cost of completion is not much larger, it is $-------- .
Mr. P assman. Tha t is the total from the  beginning to the finish ? 
Mr. J anow. Yes.
Mr. P assman. This is a new project?
Mr. J anow. Yes.
Mr. P assman. Wh at is the next projec t, please ?

AI RP OR TS  AN D AI R NAVI GA TI ON  DE VE LO PM EN T

Mr. J anow. Airp orts  and air naviga tion development. I would 
like to give you the details of that.

Mr. Passman. Wh at is the cost?
Mr. J anow. It  is less than $100,000 and the deta ils consequently are 

not included in the project book.

ED UCA TI ON PR OJE CTS

Mr. Passman. And you also left education details out because it was 
less than $100,000 ?

Mr. H arkins. That is right. Details on education projects of less 
than  $100,000 are not included.

Mr. Passman. This would lead to additional funds in the future, 
would it not ?

Mr. J anow. I am not sure.
Mr. Passman. This could be just the  seed: you have no details on it ? 
Mr. J anow. Sir, we have detailed information.
Mr. P assman. Where do we find it ?
Mr. J anow. We can supply it but we d id not want to burden this 

committee with the details on a $40,000 item.
Mr. Passman. We know th at $40,000 may lead to $6 million. That 

observation is based on experience, Mr. Director.

DIRE CT OR  OF  IN D O N ESI A N  M IS SIO N

Mr. J anow. I might  say at this point we have sent a new director 
to Indonesia, Mr. Edward Fox, who has a good history as a business­
man.

Mr. Passman. That is fine.
Mr. J anow. He was a successful Iowa businessman in feed and 

grains and in the  canning of dog foods and so on, a business he built 
up himself.

Mr. Passman. What did he do, take a leave of absence?
Mr. J anow. No, sir.
Mr. P assman. Did lie sell his business in order to go out there ?
Mr. J anow. Yes, he did.
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Mr. P assman. W ha t pr oduc t did  he sell, d og food ?
Mr J anow. Yes, a mong o th er  things.
Mr.  P assman. H ow many p eop le did he  employ ?
Mr. J anow. I  do not remember, bu t he was a bus ines sma n of  sub ­

stance.
He  was also chief tru stee  of  Gr inne ll College and was act ive  in 

publi c serv ice.
Mr.  P assman. Ple ase  give  us a b rie f re po rt  on th at  man.
Mr.  J anow. I  sha ll be  hap py  to.
(T he  fol low ing  in fo rm at ion was su bm itted  fo r the re co rd :)

Biographic I nformation on Edward Fox, Director, USAID, I ndonesia

Mr. Fox is 44 years old and a native of Iowa. He was gra duated from  Grin­
nell College, Iowa, with  a  B.A. degree. A son and  a  daughter are  now attendin g 
Grinnel l.

Mr. Fox has been in the livestock feed business in  Des Moines since he 
gra dua ted  f rom Grinnell  College w ith an A.B. degree in 1939. He was president  
of Foxbi lt, Inc., feed manufacturers and subsequently mana ger of the  Foxbilt  
Division of John Morrell & Co. He also was president  of Agricu ltural Finance,  
Inc., of Des Moines.

Mr. Fox has been chairman of the  board of t rus tees of Grinnell  s ince J uly 1960.
He is m arri ed to the form er Carold Grace Simpson, of Gilman, Iowa. He and 

Mrs. Fox make the ir home at 4701 Northeas t 46th Street, Des Moines.
Mr. Fox was appointed as Director of th e Indonesia Mission of the U.S. Agency 

for  In ternational Development on May 29,1962.
Mr. P assman . Was th is  proje ct c rea ted  be fore th is man sold  hi s dog- 

food business  and  went  ove r the re ?
Mr.  J anow. Yes, sir.
Mr. P assman. Wh o m ade the  survey  o f th is,  the  new m an ?
Mr.  J anow. No, sir.
Mr. P assman . These projects a re c oming  into  being , ar e the y ?
Mr. J  anow. Bu t he wil l review them , sir .

DEPU TY  M IS SIO N  C H IE F  IN  IN DONESI A

In  addi tio n to Mr. Fo x, the  De pu ty is Mr . Qu ern er.  Mr . Qu ern er 
became gen era l man ag er  of a Da ys tro m subsidi ary  a t the age of  38. 
He  is a qual ified eng ineer.

Mr.  P assman. I) id  he take a  leave of absence or  q ui t his  job?
Mr. J anow. He  quit his job.
Mr.  P assman. These  pro jec ts are  appro ved at yo ur  level , are they  

not ?
Mr. J anow. That  is correct.
Mr . P assman. And  they w ork  un de r yo u ?
Mr. J anow. Yes,  sir.
Mr.  P assman. W hat  about the n ex t pro jec t?
Mr. J anow. In  In donesia , sir ?
Mr.  P assman. Yes .

IM PR OV EM ENT OF  FLE ET  M A IN T EN A N C E  SH OPS

Mr.  J anow. Im prov em en t of  fleet ma intena nce  shops.
Mr.  P assman. W hat  fleet ?
Mr. J anow . Thi s is one of th ei r most troublesome  p roblem s.
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Mr. P assman. But with respect to what fleet ?
Mr. J anow. Truck and bus fleets. One thing that  has been re­

ported consistently from Indonesia is th at  the Government’s method 
of operation has been very wasteful. They have been buying new 
equipment and cannibalizing equipment because they were not able to 
do proper heavy maintenance.

Mr. Passman. I)o you think  this $--------will straighten them out?
Mr. J anow. We hope it  will assist. If  this is not successful we will 

not continue this project.
Mr. Passman. This is for  contract services?
Mr. J anow. Yes.
Mr. Passman. Do you have the name of the contractor?
Mr. J anow. Not yet, sir. It  is a new project.
Mr. P assman. You do not knowy what ga rage w ill get the contract ?
Mr. J anow. It  may be done by technicians.
Mr. Passman. It  says “contract services.”
Mr. J anow. Technicians under contract. I think  we will hear from 

Mr. Quemer  and Mr. Fox on this  before we proceed.
Mr. Passman. If  there is a garage tha t can meet the criter ia, it 

w’ould be entitled to a contract ?
Mr. J anow. Yes, sir.
I might mention this goes back to the U.S. economic survey team 

sent out by the President.
Mr. Passman. What is the next project?

INDUSTRIAL MANA GEMENT AND TECHNIC AL SERVICES AN D TRAININ G

Mr. J anow. Indu strial management and technical services and 
training.

Mr. P assman. On what page is tha t project?
Mr. J anow. Page 101. This has $— ---- .
Mr. Passman. What will you teach them with this amount ?
Mr. J anow. Well, sir, the Pres iden t’s economic survey team-----
Mr. P assman. Pres ident  Sukarno ’s ?
Mr. J anow. President Kennedy’s economic survey team. They 

reported  the requirement for assistance in education and in manage­
ment.

pr esiden t’s econom ic survey team

Mr. Passman. This is not under the “Education” heading. It  is 
under “Development grants and manufacturing.” Who headed up 
this team ?

Mr. J anow. Mr. Don Humphrey. He is now, I  think, with the 
Fletcher School of Law & Diplomacy. He was assisted by W alter  
Salant, of the Brookings Insti tution.

Mr. Passman. This is an $--------project. You have $500,000 fo r
contract services. Is this a contract  with  Brookings Insti tution, this 
$500,000?

Mr. J anow. No, sir.
Mr. Passman. What pa rt is with them ?
Mr. Janow. None is with Brookings.
Mr. Passman. Did Brookings go out on the survey ?
Mr. J anow. No; Mr. Salant  did, who is now with Brookings.
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Mr. Passman. Was he then with Brookings Inst itution ?
Mr. J anow. Yes, sir.
Mr. Passman. All of these are illustrative projects, so you do not 

have the completion date ?
Mr. J anow. We have a completion date.
Mr. Passman. What is the estimated cost to completion ?
Mr. J anow. An estimated $-----.
Mr. Passman. At this time you do not know what company may be 

awarded the contract ?
Mr. J anow. No, sir.
Mr. P assman. It was a Brookings man, either present or past, who 

made the survey ?
Mr. J anow. lie was a member of the party,  sir.
Mr. P assman. How many were in the party  ?
Mr. J anow. Six.
Mr. P assman. Did AID finance that survey ?
Mr. J anow. Yes.
Mr. Passman. Out of what appropriation ?
Mr. Harkins. Out of “administrat ive funds.”
Mr. I ’assman. How long did they stay out there ?
Mr. Po, its. About 6 weeks.
Mr. J anow. It  was in the fall of last year. And this survey, Mr. 

Chairman, was undertaken a t the request of Presiden t Sukarno, agreed 
to by President Kennedy. The report was very heavily devoted to 
the requirement for improving training  for technical services and 
this is one of the responses to thei r report.

Mr. P assman. This could lead to subsequent requests for hundreds 
of thousands of dollars, if those people become proficient in these 
fields?

Mr. J anow. It  could. It  involves training in the United  States for 
high and middle level officials of private sector industries and of 
various Government departments and enterprises. We are concerned 
with concepts of efficiency not well developed in Indonesia.

Mr. Passman. What do you think  about tra ining these people in 
thei r own environment ?

Mr. J anow. I prefer  on-job training wherever possible.
Mr. P assman. If  you were teaching a man how to operate an adding 

machine, could you not tra in him as well in Indonesia as in Brookings  
Insti tution .

Mr. J anow. The bulk of the con tract services will be for tr aining in 
Indonesia.

participant training costs

Mr. P assman. $225,000 will be spent for participants?
Mr. J anow. About 35 participants.
Mr. P assman. Tha t is more than one-third of the total amount fo r 

participants.
Mr. H arkins. Yes. The tra inin g element is the  key element to the 

project.
Mr. P assman. Could you not train  them out there ?
Mr. Harkins. I th ink it is contemplated to do both.
Mr. Passman. They will be expected to do the work in Indonesia? 
Mr. Janow. Yes, sir.
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Mr. Passman. Could you not trai n them just as well in Indonesia 
as at Brokings Institution, or anywhere else here in the United States?

Mr. Janow. They would not go to the Brookings Institu tion for this 
training.

Mr. Passman. You would be surprised to know some of the in stitu­
tions getting  these contracts.

Let us go to another project in Indonesia.

CO U N CIL  OF  SC IE NCES

Mr. Janow. There is a Council of Sciences.
Mr. Passman. On what page ?
Mr. Janow. That is another one of those small ones.
Mr. Passman. Tha t projec t is under what heading, what sector? 
Mr. Harkins. The education sector.
Mr. Janow. Tha t is $— ----•
Mr. Passman. What will you do with that $--------?
Mr. Harkins. Tha t will provide assistance to the Indonesian Coun­

cil of Sciences in the fields of biology, physics, chemistry, geology, 
mining, and social economics.

Mr. Passman. Project  the cost of tha t project to completion.
Mr. H arkins. This is a 1-year project only. There is no additional 

funding expected.
Mr. Passman. You will send Americans out on this project?
Mr. H arkins. Yes, sir.
Mr. Poats. The National Science Founda tion or a similar group 

would be employed under contract.
Mr. Passman. You will have $--------, and in all probabili ty the ex­

penses of air transportation  will use up most of it;  will it  not?
Mr. P oats. The intent, as I  understand i t, is that we would help the 

Indonesians establish the basis under which they could tap the re­
sources of this great island area. There are now in existence institutes 
of a rath er primitive  sort and guidance of this kind would perhaps 
put them on the righ t track and they could do their own work in ex­
ploring  the resources of the  country.

Air. Passman. Sukarno spent tha t amount, probably, in his last 
visit to Moscow. How will tha t amount enable them to do all these 
things?

Why could we not sta rt just a few good projects in these so-called 
neutral countries? Why could we not start ju st one good project, and 
await developments? It  is a foregone conclusion, even though these 
are illustrative projects, tha t when you start them each will lead to a 
request for fu rther funds in the future.

Mr. J anow. Mr. Chairman, I would like to call your attent ion to 
page 17 of my  testimony.

I would like to point out in this connection that these data are not 
current. I could not get 1962 data. If  you will examine this, you 
will see tha t we have done almost exactly what, you have jus t advised. 
We have had in Indonesia a very small total  program, perhaps one- 
tenth  of the size that the Communist bloc has had.

87948— 62— pt . 3—— 39
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SOV IET AID TO IN DONESI A

Mr. Passman. We have  been told Russia h as never given as mu ch as 
one rupee , th at  thei r assistance is in the  form of ha rd-boil ed  loans , 
sho rt- term loans be aring  a hig h ra te  o f in tere st, or in pro fita ble  bar te r 
arrang ements.

Mr. P  eterson. Sir , I do not th ink t ha t is  correct.
Mr. P assman. I have  been try in g for a t least t he las t 8 y ea rs to find 

where Russ ia ha s given  a ny thi ng  out rig ht,
Mr. P eterson. I would  like  to submit  the  recent  Sovie t proposa l 

fo r assi stance to the Indonesian  av iat ion  ind ustry .
Mr. P assman. We would like to  have th at , bu t I wish you would 

also confirm o r deny at thi s point th at  the Russians  are lon g on prom ­
ises and  shor t on deliver ies.

(Th e inform ation follows :)
Soviet Aid to I ndo nesian Aviat ion

A rece nt  re por t fro m In do ne sia m en tio ns  So viet bloc of fers of  a ir c ra ft  on 
exceed ingly  att ra c ti ve  te rm s in  conn ec tio n w ith  In do ne si an  pla ns to  ac qu ire 
co mmercial je t tr an sp ort s.  Th e So viet s repo rted ly  off ere d th e  TU -114 , th e 
TU -12 4, an d th e AN -24  a ir c ra ft  to  th e In do ne si an  Gov ernm en t w ith  pa ym en t 
def er re d fo r 3 y ea rs  and  c re di t f o r 25  y ea rs .

Mr. P eterson. The offers hav e not all been accep ted by the  Indo ­
nes ian authoriti es.

Mr. P assman. Bu t the  Russians  a re long on prom ises  and  short on 
del iveries? Do vou see it th at  way?

Mr. R hodes. Did I un de rs tand  Ind one sia  tin ne d down economic 
aid?

Mr.  .Tanow. They have no t fully  used i t,
Mr. R hodes. I  am look ing at page  17 of  you r sta tem ent .
Mr. .Tanow. They have not ful ly util ized it .
Mr. R hodes. The n why is it in y ou r sta tem ent  ?
Mr. .Tanow. I t h as been prom ised .
Mr. Rhodes. Wh en w as it promised ?
Mr. .Tanow. I f  you wou ld like  a sta tem ent  of the  commitm ents  we 

sha ll be g lad  to supply  it.
Mr. R hodes. I  th ink we should have  a sta tem ent on the  ty pes  of  a id 

offered , when offered , how much  has  been accepted , and  when it was 
deliv ered .

(The inf orm ation was su pplied to  the co mmittee .)
Mr. Andrews. Wi  11 th e gentl eman vield  ?

FU L F IL L M E N T  OF U.S .S .R . AID COM M IT M ENTS

There  is a sta tem ent  in the  mo rning  pa pe r to  t he effect Russia has  
info rmed In di a they  would not be able to  go th roug h with abou t a 
$365 million  offer of economic assistance . I did  no t read the  det ail s 
but  i t is  in th is m orn ing’s pape r.

Mr. P assman. I  sti ll say my s tatement  is f irm th at  th e Russians  are  
long on promises and shor t on del iveries.

(Off  the  record.)
Mr. .Tanow. Si r, may I make a fu rther  commen t on I ndonesia?
(Off the r ecord.)
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Mr. Passman. It  has been said in previous years it has not been 
possible to prove that the Russians have ever made an o utright gra nt 
of one rupee. It  has been understood tha t this  is a trick  of th e Rus­
sians, and a lot of the neu trals are cooperating with them. They make 
these fabulous commitments and it may well be it is understood that 
deliveries would be only a small p roport ion of the total. As long as 
you do not know, and I do not either, this may shed some lig ht on it. 
I am reading from an article entitled  “Russia Cannot Deliver Equ ip­
ment for India," by Pat rick  J. Killen. It  is dated at New Delhi, 
August  5, U P I:

Ru ss ian  officials ha ve  qu iet ly  inform ed the In di an  Go vernme nt th a t the y wi ll 
hav e to welsh on a pro mi se of ele ctr ica l equ ipm ent . Di plom ats sa id  the rea sons  
ar e economic, no t poli tical.

It  could be tha t Mr. Nehru thinks we will rush in and fill the 
vacuum i

Mr. Rhodes. You think we will not ?
Mr. J anow. I would like to finish this point. I think i t is relevant  

to the committee’s consideration.
(Off the record.)
Mr. P assman. And at this time we do not know if there is as much 

as a $1 gran t?
Mr. Janow. We do not know the details.
Mr. Passman. But what informat ion you do have indicates there 

are some short-term, interest-bearing loans?
Mr. J anow. Yes.

U.S. Am  TO INDONESIA IN 1961

Mr. Passman. What amount did we give Indonesia in the first 6 
months of fiscal 1961, which would be the last 6 months of calendar 
year 1960?

Mr. J anow. We gave them $15.8 million.
Mr. Tennant. Tha t was under our program, and, if you include 

Public Law 480, it is $33 million.

PURCHASES OF U.S. GOLD

Mr. Passman. During that same period, which was the thi rd  and 
four th quarters of calendar 1960—the first half  of fiscal 1961—in the 
thi rd quarter, Indonesia purchased $2 million worth of our gold; 
and in the last quarter $22,900,000.

(Off the record.)

TOTAL AID TO INDONESIA THROUGH 196 2

Mr. Passman. H ow much aid has gone to Indonesia  from the be­
ginning, from all spigots?

Mr. J anow. The total of our economic aid through 1962 is $244 
million, plus $190 million of Public Law 480.

Mr. P assman. Off the record.
(Discussion off the record.)
Mr. J anow. If  you would like this bloc informat ion, it is available. 
Mr. Passman. Thank you.
Now, what is the next project for  Indonesia?
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TRAINING INDONESIAN EX-SERVICEMEN

Mr. J anow. This is a project for training ex-servicemen.
Mr. Passman. At what page?
Mr. J anow. Page 81.
Mr. Passman. Training  what, sir.
Mr. J anow. Ex-servicemen.
Mr. P assman. Ex-servicemen of the United States or ex-servicemen of Indonesia ?
Mr. J anow. Of Indonesia. These men will be return ing, we hope, to civil life.
Mr. P assman. From the Indonesian Army?
Mr. J anow. Yes.
Mr. Passman. What are we going to tr ain  them to do?
Mr. J anow. We know that  establishing military personnel in civil life is a problem we have met in other par ts of the world.
Mr. Passman. We are sending two technicians, $50,000, $--------

worth of commodities, and the purpose is to tra in the Indonesian mili­
tary  personnel returning home in what fields ?

Mr. J anow. Sir, th is is a new project to prepare  Indones ian soldiers for useful roles in civilian life.
Mr. Passman. Do you have any idea what they will do?
Mr. J anow. Yes, sir. There is one s imilar project that I visited in Taiwan.
Mr. P assman. Wha t are they going to train  these people to do in Indonesia ?
Mr. J anow. I think largely it will be in shops and in agriculture, in the field of ordinary  vocational education.
Mr. Passman. Sending our  commodities and our technicians over to be waiting  for the Indonesian mili tary  personnel when they come home to teach them some skill—what is the  projected cost?
Mr. Andrews. Mr. Chairman, may I ask one question? I would like some information about th is statement on page 81:
This  will tend to increase  the self-sufficiency of ex-servicemen and thereby decrease the cause of po litica l d issatis fac tion among them.
Could you tell us anything about tha t ?
Mr. J anow. This project involves only two U.S. technicians.
Mr. Andrews. I mean the statement in the book.
Mr. J anow. Yes. This is an expression of general intention. I think we know tha t few people are more dissatisfied than  those who are idle and unemployed.
(Off the record.)
Mr. J anow. If  men from the service are not given an opportunity for training which will prepare them for respectable civilian occu­

pations, certainly they would make a more ready recru it among the 
dissident elements. I think Mr. Peterson can give you some detail if you would like to have it.

Air. Passman. He has already given us some information. If  we have not been confused earlier, we are really confused now.
We are going to send two technicians over and their purpose will be:

This  will tend to increase  the  self-sufficiency of ex-servicemen and thereby  decrease the cause  of po litica l d issa tisfact ion  among them.
(Off the record.)
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Mr. J anow. This is a very small pilot program.
Mr. P assman. Mr. Director, I have seen these programs year in and 

year out. This  is the case of the camel gett ing his nose under the tent, 
and before you know it, the camel is in the tent.

For what are you paying these technicians $50,000? And how 
long are they going to say over there?

Mr. J anow. I think  this is estimated on the basis of $25,000 per year.
Mr. Passman. Per  technician Wha t does th at include?
Mr. J anow. This includes all the personal serivces, sir.
Mr. Passman. What is the $-----— for commodities, then, tha t is

going to go righ t along with the two technicians ?
Mr. J anow. These commodities are to better equip three existing 

centers and to establish three additional ones.
Mr. P assman. You mean the project is already going?
Mr. J anow. Under the Indonesian Government, yes; but they need help.
Mr. Passman. Why a re we gett ing into it  ?
Mr. Janow. We have been asked for assistance.
Mr. Passman. Fo r what commodities are you going to spend the
Mr. J anow. The detai l of commodities ?
Mr. P assman. Yes.
Mr. J anow. Tra inin g materials  and equipment.
Mr. Passman. What kinds of training materials  ?
Mr. Janow. I do not have an itemized list with me.
Mr. Passman. What kind of training materia ls would two tech­

nicians need for $--------? Where can you find out what kind of
commodities ?

Mr. Janow. We can get it.
Mr. Passman. Do any of you have an idea ?
Mr. J anow. Yes, I have an idea.
Mr. Passman. What training tools ? Is it  typewri ters ?
Mr. J anow. No. It  would be small forges, for example-----
Mr. P assman. Forges  ?
Mr. J anow. Yes, sir, for  repairing  agricultural  implements. I 

have seen these in use throughout Taiwan. It  would also involve 
small lathes. I would suppose it might include some woodworking 
equipment. If  they are try ing  to develop a bamboo industry , it 
migh t include bamboo splitt ing, curing, and treat ing.

In  the agricultura l field, I do not  have the detail, but it could in­
volve the making of reapers and plows and things of tha t sort.

Mr. Passman. You are guessing about what  it is, are you not ?
Mr. J anow. I am, of course.
Mr. Passman. Will  you find out what it is ?
Mr. J anow. Yes.
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(The information follows:)
D etail  of Com mo dit ies , E x-Servic em en’s T ra ining P roject ( I nd on es ia )

Fo llo wi ng  is a li st  of  co mmod iti es  under co ns id er at io n fo r U.S . fin an cin g 
du ri ng  fiscal yea r 1963 su bje ct  to  co nf irm at ion by an  in te ra gen cy  su rv ey  team  
wh ich  i s be ing s en t t o In do nes ia  e arl y  in  Se ptem be r.

descr iption
1. M ec hanic al:

Simple  fa ci ng  an d ce nte r la th e  w ith  th re ad-c u tt in g  eq ui pm en t 800 by  1.600  by
4,000  m il lim et er s of  10,000 ki lo gr am s.

Eng ine la th e.  400 by 3,000 m il lim eter s.
Eng ine la th e,  250 by  1,500 m il lim eter s.
T hre ad -c utt in g  mac hine .
H or iz ont al  dr il ling  an d mill in g mac hi ne , 12 5-mill im ete r sp in dl e dia m et er , w ith  

co mplete  se t of  tools .
Uni ve rs al  m ill ing m ac hine .
V er tica l m il ling  mac hine .
C ir cu la r m et al -c utt in g sa w, 400 di am et er .
Do ub le en de d pe de stal  grind er , 40 0- m ill im eter  d ia m et er  wh ee l.
Sur fa ce  g ri nd in g mac hine .
R adia l dri ll in g  m ac hine .
Do ub le whe el  s ta nd , 400 m ill im eter s.
High- sp ee d sh ap in g mac hi ne , 500 m il lim et er s.
Sa w bl ad e sh ap in g mac hi ne , 1,20 0-mill im ete r dia m et er .
U ni ve rs al  tool -sha pi ng  mac hine .

2. Au tob od y re p a ir :
Mo bile li ft in g  ja ck , 150 ki logram s.
Tow rod.  300 kilo gr am s.
Cyl in de r g ri nder f or  a u to car an d diesel.
Lo co mo tiv e cy lin de rs , 500 k ilo gr am s.
B att ery  t est er , 2 k ilo gram s.
Mobile  com presso r, 60 k ilo gr am s.
H am m er s,  2 k ilo gr am s.
R ub be r h am m er s,  1 k ilo gr am .
Com bi na tio n pl ie rs , 4 ki lo gr am s.
Ro un d-no se  p lie rs , 2 k ilo gr am s.
Se t of  d ri ft  pun ch es , 0 .5 k ilo gr am .
Se t of  to ol wrenc he s, fl at  N 5 -N  20, 30 k ilo gr am s.
Se t o f c ra nke d so ck et wrenc he s, N 5 -N , 30  k ilo gr am s.
So ck et wrenc h.  N 8- N  20, 30 k ilo gr am s.
Se t o f s oc ke t h ead sc rew w renc he s, 1 k ilo gr am .
Se t of  t hre ad in g  die s, 3/ 16 -1  y2 inc he s, 12 ki lo gr am s.
Coa rse sm oo th file s, la rg e,  8  k ilo gr am s.
Rou nd  files , No. %,  fine , 4 ki lo gr am s.
H an d vis e, 3 ki lo gr am s.

3. E le c tr ic a l:
T es t shop  w ith  m ea su ring  in st ru m en t,  s ta ti onary  a nd  p or ta bl e.
Sp ee dm eter .
V ib ra to r te st in g mac hine .
R ota ti onal di re ct io ns  i nd ic at or.
Coi l-w inding  mac hi ne .
W eldi ng  tr an sf orm er,  300a .
Com m ut at or  sl ot  c utt er .
In su la ti on  te st er .
Spa rk  te st er .
Pre ci sion  dr ill , 0, 2-3 .
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4. Weld ing:
Elect ric welding transf orm er complete with 1 cut of welding tool of 100 kilo­

grams.
Electric welding tran sfo rmer,  400a, complete wi th welding set.
Portable  acetylene g ene rators  of 65 kilogram s each.
Complete set welding tool.
Welding tab les.
Round files. 6 kilograms.
Half-round files o f 6 ki lograms.
Hand vises of 10 kilograms.
Welding ham mer of 1.5 kilograms.
Protec tive clothing for  the g as welder.
Protective  clothing fo r the  elec tric welder.
Magnetographic defectascope.
Hydraulic  jack. 5 0ki lograms.

5. Fo un dry:
Mixing mill.
Paint mixer, 200 liters  capacity.
Molding machine.
Core machine.
Roughing-gr inding  machine with  flexible sha ft, 200-millimeter wheel diameter.  
Hydraulic cy linder.
Elec tric furnace.

6. Fo rging :
Pneuma tic forge hammer drop weight, 500 kilograms, with  anvil block.
0.5-ton canti leve r cran e, 4.5 boom.
Plate-bending rolls  1,800 by 10.
Smi th’s hear th.
Blac ksmith’s chisel, 5 ki lograms.
Forg ing hammers.
Hearth implement.
Blacksmith’s chisel, 5 kilograms .
Blacksmi th's set hammer, 5 kilograms.
Anvil hamm ers, 10 kilograms.
Quenching tank, 30 kilograms.

PROJECT RESULT FROM PRESIDE NT ’S ECONOMIC SURVEY TEAM RECOMMENDATION

Mr. J anow. I would like to say one more word about this part icu­
lar project.

Mr. Passman. Yes, sir.
Mr. J anow. This V.S. economic survey team that I mentioned tha t 

President Kennedy sent to Indonesia recommended such projects.
Mr. Passman. I do not doubt that they did.
Mr. J anow. I had not finished, sir. The request for this team was 

also made by General Nasution.
Mr. Passman. li e is an Indonesian soldier ?
Mr. J a now. Yes, sir.
Mr. P assman. You could send me out looking for places to spend 

American money, and I will bet you I would come back with a list of 
projects as thick  as this 2-inch book here. Tha t is not the most diffi­
cult thing in the world, to find somewhere to spend American money.

Mr. Rhodes. Off the record.
(Discussion off the record.)

EST IMA TED  COST TO COM PLETION

Mr. P assman. Project this for us at this point, the cost of it. Is 
this it, or can you project  it ?

Mr. J anow. This is a pilot  project.
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Mr. I ’assman. I)o you have any idea what the ultimate cost may 
be?

Mr. Janow. We have made an estimate.
Mr. Passman. What is it ?
Mr. Janow. $------- .
Mr. Passman. For  how many technicians ?
M r. Janow. We are not absolutely sure.
Mr. P assman. And over how long a period ?
Mr. J anow. Our estimated date of completion is 1968.
Mr. Passman. Applying the same percentages now, $--------it would

be for two technicians, the $50,000, and the commodities at $--------.
If  tha t same formula prevails through to 1968, and your expenditures
are in the amount of $--------, it means you will have six technicians;
is that correct?

Mr. Harkins. No, sir. As the mission proposed the project, the 
amount of commodities would be reduced each year.

Mr. P assman. But you do not know what the exact formula would 
be?

Mr. IIarkins. I have here the proposed annual cost.
Mr. P assman. I low many technicians ?
Mr. H arkins. Two technicians for 1964 and 1965, one technician 

for 1966,1967, and 1968.
Mr. 1’ assman. You are going from two technicians down to one?
Mr. Harkins. Yes, sir. You understand, Mr. Chairman, the pur ­

pose of the U.S. technicians is not to train  the men directly but to 
work with the training centers.

Mr. P assman. Do you have any assurance that Indonesia is going 
to abandon the ir military services in 1968? Since your mission will 
be brought to completion, does it mean that the Indonesians are 
going to abandon the army and all these people will have been-----

Mr. Harkins. No, sir;  I think the assumption probably is tha t 
in 1968 or after  1968 the Indonesian Government will be able to carry 
this project forward itself.

Mr. Passman. If  this  project is accomplished with the number 
of people you indicate, sta rting  with two and cutting it down to one, 
let me urge you to get those technicians back home as quickly as you 
can, because we surely need them in the United States.

PARTICIPANT TRAINING PHASE

Mr. H arkins. In addition to technicians, there will also be par tici­
pant  train ing also star ting  next year but none this  year.

Mr. Passman. Part icip atin g in what activity ?
Mr. Harkins. Indonesian trainees will ba brought to the United 

States to be trained to help the U.S. technicians carry out th eir  task 
in Indonesia.

Mr. Passman. They are going to train  each other, we are going 
to train them and they will train us ?

Mr. H arkins. No, sir. The Indonesians would be trained here in 
running  vocational skill centers.

Mr. Passman. How many ?
Mr. H arkins. It  does not say here. We do nol have that informa­

tion but we can get it if you want it.
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Mr. Passman. Are there any other projects in Indonesia?
Mr. Andrews. Let me ask one fur ther question about thi s project , 

Mr. Chairman. The train ing period will be from 3 to 12 months  
immediately prio r to discharge. It  looks like you are  going to  t rain 
them before they get out of the army.

Mr. J anow. Tha t is a common practice. When men are scheduled 
for dismissal, the army itself engages in a training program. This 
has proved to be th e most effective. You will find th is practice in 
Korea and in Taiwan. Many of these people are put in wha t are 
called civic action activities, and some of the more useful new projects 
in the civil sector in Taiwan, for example, have been done by men 
who were in such status.

Mr. Passman. You are refer ring to Taiwan, with a pro-American 
government. There is no relationship between the  two. One is neu­
tral , no doubt pro-Russian, and the other is 100 percent pro-Ameri­
can. I do not think you can do too much of a job testifying what you 
do in Indonesia by what we did in the Republic of China.

Do you have any new projects in Indonesia ?
Mr. J anow. New ones?
Mr. Passman. Yes, the proposed illus trative projects.
Mr. Janow. That is all of the new projects.
Mr. Passman. All the projects we have discussed in Indonesia are 

illustrat ive, and may or may not come into being; is th at righ t?
Mr. J anow. I accept your  term.

NE W PRO JEC TS IN  FAR EAST AND ESTIMATED  COST TO CO MP LETIO N

Mr. Passman. Please give us the same thing—new projects—for 
the record in each of the other  countries in your area. Also the amount  
of money.

Mr. J anow. Yes, we can do that.
Mr. Passman. That is, to completion.
Mr. J anow. Do you wish to have these for the record or go over 

them with  me?
Mr. P assman. We want to go over some of them.
(Note.—The complete list was furnished to the committee.)
We shall recess until 2 o’clock.

AFT ER NO ON  SE SS IO N

Mr. Passman. The committee will come to order.

TOTAL AID FOR INDIA

Looking at the recapitulation of the total aid for India under the 
many different spigots—is this a typographical error, or  is this the real 
McCoy, $4,265,400,000?

Mr. Tennant. Tha t is the correct figure, including Export-Import.
Mr. P assman. All spigots.
Mr. Tennant. All of these different appropriations  and funds.
Mr. Passman. $4,265,400,000; is that  correct ?
Mr. Tennant. That  is correct.
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DE CI SION  OF  GE NE RA L CO UNS EL  ON  LO NG -T ER M C O M M IT M EN TS

Mr. Passman. Whoever prepared this  unsigned memorandum—and 
the only thing I see about it tha t resembles ink are the initials  on 
the top of i t dated August 2, 1962, which is in response to a question asked earlie r about the agency’s interpreta tion of the use of long­
term commitment authority for projects, had this to say, over on page 2, and I quote:

It  may be helpfu l in thi s connection to describe  past prac tice in obligating  and comm itting fund s for  nonmil itary foreign assi stance programs. General ly speaking techn ical assistance projects  have  been funded for the  contem plated life of the  project or 3 years, whichever is the leas t from 1 fiscal year ap­propriations.
With  regard to this  opinion, will you please get some opinion writer to get an opinion on the opinion ?
That is not the way i t operates. I remember some projects going out to 1970.
Since you dealt with the technical aid aspect of this, we will con­fine our deliberations to that phase of it. And, while you get another 

opinion, I  will do some research and cite you the legislation and the 
manner in which those who previously administered the program did it.

Mr. Miller. Thank you, Mr. Chairman.
Mr. P assman. We are going to run out of coal if we keep running  

the railroad this way. This is from the General Counsel, is it?Mr. Miller. Yes.
Mr. Passman. You kept a duplicate, did you not ?
Mr. Miller. Yes.
Did you wish me to change this one ?
Mr. Passman. I am not going to  undertake to write your opinions.Mr. Miller. Thank you very much.
Mr. Passman. While you do your research, we will get the staff assistant  to the subcommittee to get into the questions and answers of 

previous years and get the slices we gave to technical aid.
You have technical aid programs this year which are continuing. You ask for a certain amount of money to get them started, and get 

them going, and you come in and say you want th is much money this year to apply to the continuing projects. Is that correct?
Mr. J anow. Yes, sir.
Mr. R hodes. This is what lawyers would call an admission against interest. An admission against interest is a well-known exception to 

the hearsay rule. For anybody to admit tha t he has taken technical 
aid funds and committed them 3 years in advance, to me is rather an amazing admission.

Mr. P assman. If  you will, get the opinion writer to get another 
write r to write an opinion on the opinion.

Mr. Miller. We will be happy to get an opinion.
Mr. Passman. We have asked for it numerous times, and to get 

something such as this is disappointing.
Mr. Rhodes. I think we ought to have Judge Miller take a look at this.
Mr. Passman. I am not blaming Mr. Miller. He did  not write the opinion. The opinion was written in some other quarter.
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RE SPON SIBILITIES  OF REGIONA L ADMINISTRAT OR FOR PROGRAM APPROVAL

Mr. Janow, all in the area are subordinate to you, they are serving 
under you ?

Mr. J anow. Tha t is right.
Mr. P assman. I t is to be expected that your knowledge of this  pr o­

gram would be equal, or superior, to those serving under you ?
Mr. J anow. I thin k in terms o f general principles, tha t would be 

the case for general guidelines. I would not say it  would be t rue in 
details.

Mr. Passman. You are head of the program, and those serving in 
these countries are serving under you? They are responsible to you?

Mr. Janow. That  is tr ue ; they are responsible to me.
Mr. Passman. The program level finally reaches your desk for 

approval  ?
Mr. J anow. Yes.
Mr. Passman. And from your desk, it moves to the desk of Mr. 

Hamilton ?
Mr. J anow. Yes, throu gh a program review office.
Mr. P assman. Up to this date, nave you had all your recommenda­

tions for funds  approved ?
Mr. J anow. In  1962 ?
Mr. Passman. I am talk ing about the development credits, the 

entire mutual security spigot. Have you had any of your recom­
mendations disapproved,  as of this time, on loan levels and project 
matters ?

Mr. J anow. I am tryin g to  think, sir, if there have been any rejec­
tions of my recommendations. I do not believe there were.

Mr. Passman. So, in effect, your desk is the key point?
Mr. J anow. Tha t is right.

CONTRACT TE CHNIC IA NS

Mr. Passman. You have many contrac t technicians in your area. 
You anticipate there will be 721 contract  technicians  in your area 
during fiscal year 1963; is tha t correct ?

Mr. J anow. Yes, sir.
Mr. P assman. Upon what bases do you employ these technicians?
Mr. J anow. These are employed under contract.
Mr. Passman. I  am speaking of the contract personnel.
Mr. J anow. They cover a variety of activities.
For example, the Internatio nal Volunteer group in Vietnam and 

Laos. I think you know the I VS Service. In some others, it would 
be engineers to design an airfield, or to tra in highway personnel in 
Vietnam, or to do economic consulting work in Korea—like that.

Mr. P assman. You will not take on defense?
Mr. J anow. Not at all.
Mr. Passman. You use many of the colleges and universities and 

consulting firms to employ these technicians for  you ?
Mr. J anow. Of course.
Mr. Passman. They are fair ly well distributed all over the United 

States?
Air. J anow. Yes. The University of Michigan, the University of 

Kentucky-----
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Mr.  P assman. I s it the  purpo se to  try  to sprea d th is as broadly as 
you can across the  Un ite d Sta tes , so all the colleges and unive rsi ties 
an d the a ccr edi ted  firms will  get a slice  of it?

Mr. J anow. I t is pr im ar ily  des igned to  ge t the  bes t su ite d con­
trac to r o r un ive rsi ty.

Mr. P assman . Eve ry th in g being  equal, do you try  to di str ibu te  
the  co ntr ac ts nationwide ?

Mr. J anow. I th ink we w ould  be very caref ul abo ut a c oncen tra tion 
of  such services, eit he r wi th a par ti cu la r engin eering co ntr ac tor, con­
str uc tio n contr act or , o r univ ers ity .

Mr. P assman. Tha t is m y point .
The p lan is to  get it  in to a s many co lleges and u niv ers ities  and State s 

as you  can , as lo ng as they  meet the  cr ite ria  ?
Mr. J anow. Th at  is the  poli cy, bu t the  cr ite ria  comes firs t, not the  

locat ion.
Mr. P assman. I would thi nk  so.

CONTRACT SERVICE FEE

Could  you tell  us what is the ave rage fee, or  the  per cen tage of the 
sa lary  cos t, that  you p ay to th e u nive rsi ty , t he  college, the  workshop  in 
the  50 State s fo r em plo yin g these tec hnicians  and supervi sin g them  
un til  the p rojec t has been c omp leted ?

Mr. J anow. We ll, sir,  you un de rs tand  I  am a businessm an.
Mr. P assman. Off the  record.
(Of f t he  r ecord.)
Mr. J anow. I  have  some da ta.  I  was j us t mak ing some prelim inary 

rem ark s.
Mr.  P assman. Ju st  tel l us th e pe rcen tage ; tha t will suffice.
Mr.  J anow. Th e amount p aid to  indiv idu als ?
Mr.  P assman. No. W ha t y ou pay .
As  a fee to the c ontracto r, be tha t emplo yer  a consult ing  firm, college, 

or  a u niv ers ity , as a perc ent age  of  the sa lar y of  the technic ian .
Sa y you pay  a $25,000 sa lar y, what is the  fee th at  th e insti tu tio ns  I 

have descr ibed  get  ?
Mr. J anow. Th is quest ion is so complex, s ir, I do not hav e it in to tal  

averages, but I  have some il lu str at ive cases.
Mr. P assman. One case, please.

internat ional voluntary service group

Mr. J anow. Yes. Th is is a contr act betw een A ID  and th e In te r­
na tio na l Volun tar y Service  in  Vietnam.

Mr. P assman. I s th at  some kin d of  an Am erican  ou tfit  opened  up 
in V ietn am to em ploy techn icians  fo r the A ID  prog ram ?

Mr.  J anow. Th is  is an organiz ati on  s im ila r to the  P eac e Corps.
Mr P assman. W ha t we wa nt  to know is the ave rage. You  have  

here 721 t echnicians. You  are  projec tin g them in to fiscal year  1963. 
Th ere  is bou nd to  be some average.

Mr.  J anow. I  have  an ave rage .
For in div idu als  that  are hire d d ire ctl y by us------
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Mr. P assman. I am talkin g now about the contract technicians tha t 
these institutions hire.

Mr. J anow. Yes. Commercial contracts Average cost per tech­nician has been $29,000.

RE CR UITM EN T AND FEES CHARGED 11Y CONTRACTORS

Mr. Passman. $29,000. What is the average fee paid the institution 
for recruiting and keeping him busy until the contract is brought to 
a conclusion ?

Mr. Janow. I do not have that broken out.
Mr. Passman. Does it sound like 20 percent would be about the 

average tha t you pay this institu tion for employing these technicians 
and seeing tha t the  project is brought to a conclusion?

Mr. J anow. This figure of $29,000 includes everything, thei r inte r­
national  travel -----

Mr. Passman. But it does not include the fee the college gets for 
doing the employing ?

Mr. J anow. I t does.
Mr. Passman What part does the college get ?
Mr. J anow. I do not know. I prefer to answer this question a fter  I have reviewed a few.
Mr. Passman. We shall take a brief recess for that purpose
Mr. J anow. I do not have the data here.
Mr. Passman. You have the people here who should tell us.
(Off the record.)
Mr. P assman. You have 721 contract technicians tha t will be em­

ployed by, in the main, American institutions, whether college or 
university  or consulting or engineering firm, and these institutions are 
paid a fee on the salary of the technicians, and at a subsequent date 
they have an audit.

Tha t fee may be increased or decreased, based upon the auditor's 
findings and  based upon what they call t heir  overhead, and there is an 
average prevailing. We have been told previous to  today that  in the 
African area this was 80 percent of the salary costs, and a t tha t time 
the experts testified th at was about the average preva iling across the board.

Have I stated tha t accurately  about the way you understand it, Mr. Controller?
Mr. T ennant. Generally so.
I am not sure whether Mr. Hutchinson said that  was the average for 

his region. I will let the record speak for itself. You did question 
him alxmt it, and I do not know the exact language  he used.

Mr. P assman. We want to find out whether this  gentleman's region is about the same.
Mr. Tennant. I think this point  is pertinent, tha t different, con­

trac ts have different rates.
Mr. P assman. We are speaking of the average. We have not said 

anyth ing about a contract. We want the average for the area.
Mr. Tennant. I would assume Mr. Janow probably has not had 

his people average them out for his area.
Mr. P assman. If  you had told me you did not know, we would have been off dead center a long time ago.
Mr. J anow. I do not have a total average.
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Mr. Miller. To some extent, I think there are some apples and 
oranges in an average figure.

Mr. P assman. And bananas.
Mr. Miller. And bananas. Some of the rates of the  overhead are 

subsidized, as I think it was indicated in colloquy with Mr. Rhodes in 
certain lalxn- participan t training. The charges may not have been 
quite the same for someone doing some work in th is field as compared 
to another one.

As Mr. Tennant has testified, an audit is made of the overhead 
charges, and generally speaking, the Defense Department Armed 
Forces Procurement Regulations  are followed.

Mr. Passman. Let us go on to  page 574 of the galley proof of the 
hearings, and I  shall quote:

contractors’ fees

Air. Passman. The presentation indicates tha t the contractor’s overhead fee 
is SO percent of average salary. Is tha t the average figure used on all con­
tractual personnel?

Mr. Hutchinson. That  is the average figure we use in colculating the cost. 
The actual overhead by contract may vary, but that is the average.

Mr. Passman. This is the average figure?
Mr. Hutchinson. Yes.
Now, I  would suggest, though you do not know what it is in your 

area, you find out. It is worthwhile to know this.
Mr. Andrews. May I ask a question about the contracts ?
Do I  understand that X company makes a contract with A to pro­

vide 50 technicians for a certain country ?
Mr. Passman. Yes.
Mr. Andrews. Tha t the amount of that contract is determined by 

ascertaining what the salary of the 50 technicians will be ?
Mr. P assman. Yes.
Mr. Andrews. And then you add 80 percent of tha t amount to the 

contract price for  the company’s overhead?
Mr. Passman. That  is a fee, and it encompasses the complete over­

head. They send a supervisor, I believe, to the field.
Did you direct the question at me ?
Mr. Andrews. Yes. Anyone who can answer it.
Mr. P assman. What they do is to enter into a contract to employ, 

say, 50 technicians and they establish a salary. Then the employer, 
the consulting or engineering firm, college or university, that  recruits 
these technicians makes them available, sends them to the field to  do 
the job for which they were employed, wi th a supervisor. They are 
given an 80-percent fee of the amount of  the salary. If  the salary is 
$100,000, the contractor gets $80,000.

At a subsequent date, tha t is subject to audit, either up or down. 
That  is the average prevailing. That was the way it was given to us 
previously.

SERVICES RENDERED BY CONTRACTOR

Mr. Tennant. May I say a word or two on tha t ?
I think normally when we make the contract it is not to hire people, 

it is to do a specific job and the  hiring of the  people may be incidental. 
The number of people would be the number required to do the job. 1 
think we have to take in perspective t hat  we are not so much using
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these contractors  as hi ring  agents as we are hiring  a firm with compe­
tence to do a particular  job.

Mr. Andrews. 1 understand they are responsible.
Mr. Passman. They recruit the technicians.
Mr. Tennant. Inciden tally, they may.
Mr. Passman. These colleges do not stand by with thousands of 

trained  technicians ready to go out the minute you ask for them, do 
they ?

Mr. T ennant. No, sir.
Mr. Passman. They have to recruit them, do they not, from what­

ever source is available?
Mr. Tennant. They may use people on their  staff, or recruit.
Mr. Passman. Will you not use people on your staff to recruit ?
Mr. Tennant. What  I mean is, they may take an instruc tor cur­

rently on the ir staff and move him to Thailand , or  some country.
Mr. P assman. Some, of  course, are already on the staff, but by and 

large, they have to recruit.

CONTRACT WITH COLUMBIA UNIVERSITY TEACHERS COLLEGE

Let us look at a contract with the teachers’ college at Columbia 
University.  This is from information submitted for the record 
earli er:

A pp ro xi m at el y 2 pe rc en t of  th e  co st  of  th e te acher su pp ly  pro je ct  is ex pe nd ed  
fo r Colum bia U niv er si ty ’s r ecru it m en t ac tivit ie s.

If  i t is a $100 million project , they get 2 percent override just for 
the recruitm ent activity. This  was given to us for the record, Mr. 
Janow.

EXPORTS AND IMPORTS— FAR EAST REGION

What has been the  amount of the U.S. exports to the  area, and the 
amount of imports from the area?

Mr. J anow. For  the whole region ?
Mr. Passman. Yes. Do you have that broken down ?
Mr. J anow. We had  a discussion on this  subject with the Presiden t 

not so long ago.
Mr. P assman. About this?
Mr. J anow. Yes. I was not expecting that question here.
Mr. P assman. Is it  not quite appropriate  ?
Mr. J anow. It  is, sir.
Mr. P assman. Off the record.
(Off the record.)
Mr. J anow. Expo rts from the area was your question ?
Mr. Passman. I said two things.
Let us take the U.S. exports to the area.
Mr. J anow. Thei r imports from the United Sta tes ?
Mr. Passman. Yes.
Mr. J anow. I have here the ratio  of imports from the United  States 

to total imports.
Would that interest you ?
Mr. Passman. The total exports  ?
Mr. J anow. The total imports of these countries.
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Mr. P assman. This is like trying to  hitch a horse up to the back of 
the buggy.

Let us see if we cannot first get our exports to the region.
Mr. .Tanow. Yes.
Mr. Poats. I do not have a total figure.
Mr. Janow. I have it one by one, the direction of trade.
Mr. Passman. The what?
Mr. Janow. The direction of trade.
Mr. Passman. We want to know the amount of the U.S. exports 

to your area in fiscal year 1962, or the last complete year. Do you 
have it?

Mr. J anow. The last complete year I have data on is 1960, and in 
some cases 1961.

For example, Japan, I have 1961 data.
Indonesia, I have data for 1960.
I can do this fo r you country by country i f you would like to have it.
Mr. Passman. We want to know the total of U.S. exports to the 

countries in your area in fiscal 1962.
Mr. J anow. Tha t may be difficult to get. We can use the calendar 

year.
Mr. P eterson. The U.S. data is not available for  the fiscal year.
Mr. Passman. For 1961?
Mr. Janow. We can do it for most cases.
Mr. Passman. The last complete year. We will put it tha t way. 

I th ink you should have that complete for calendar year 1961.
Mr. Peterson. Yes.
Mr. P assman. W e want to  know the exports to your  area, by coun­

try, for  calendar year 1961, complete.

TRADE W IT H COUNTRIES IN  EAR EAST

Now, we want to know the amount of U.S. imports from your area 
for calendar 1961.

(The information appears  on p. 625.)
Mr. Passman. When we speak in terms of exports, what does that 

encompass; does it mean just the shipments th at go out for which we 
collect 5

Mr. J anow. No, sir.
Mr. P assman. What would it  include?
Mr. J anow. The commercial purchases made by these countries 

from the United States. There are investments tha t American en­
terprises make abroad.

Mr. P assman. Investments would not be considered as an export?
Mr. J anow. They result in exports.
Mr. P assman. You give me your understanding.
Mr. J anow. In addition,  there would be the amount of commercial 

credits established, net.
Mr. P assman. Would tha t be an export?
Mr. J anow. It  would result in exports from the United States.
Mr. Passman. Are we not mixing exports and the balance of pay­

ments?
Mr. J  anow. For  example, Japan presently is borrowing money 

from the New York banks.
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Mr. Passman. You are talkin g about what may be. I am talkin g 
about what has been.

Mr. J anow. They are borrowing money.
Mr. Passman. Let us take the exports from the United States  in 

1961, the amount of the  exports.
(Off the record.)
Mr. Passman. Will you give us your unders tanding of what is in­

cluded in exports?
Mr. J anow. Sir,  this I .S. balance-of-payments table lists some of 

the items-----
Mr. P assman. We shall not belabor this any longer.
Please do some research and put the information in the record.
(The information requested follows:)

Analysis of U.S. Exports

U.S. exports include all goods shipped out of the United States whether or 
not the goods originated in the United Sta tes or were imported and then exported. 
It  excludes classified commodity exports and exports of gold and silver. Ex­
ports refer to commodities, not services, regardless of the source of their financing, 
which are sold to anothe r government, or national of another government. This 
definition of exports is also used by the U.S. Bureau  of the Census.

Mr. Passman. It  was my presumption tha t you would have the 
same understand ing as some of the others, tha t the exports would 
include all mutua l security assistance, all shipments, Public Law 
480, and everything tha t goes out of the United States.

Mr. J anow. That is r ight .
Mr. Passman. Wha t are our imports ?
Mr. J anow. Imports  are what we pay for plus what investments 

are taking  place in the United States.
And what repa triat ion is being made on our investments? This 

table is enormous.

EDU CATIO NAL PROGRAM— FAR EAST REGION

Mr. Passman. Do you have any requests for development gran ts 
for education in your area ?

Mr. J anow. We have a substantia l educational program.
Mr. Passman. Wha t is the amount ?
Mr. J anow. $17,907,000.
Mr. Passman. Does tha t include the development credits and de­

velopment gran ts ?
Mr. Tennant. Development gran ts and support ing assistance.
Mr. Passman. That is the gra nt aid pa rt of the program ?
Mr. Tennant. That is correct.
Mr. Passman. These people also would be eligible for develop­

ment credits, in addition to this?
Mr. J anow. That is right .

DEVELO PMENT LOANS FOR THE PH IL IP PIN E S

Mr. P assman. On page 7 of the  justifications, with reference to the 
Philippines,  we find th is :

AID recently earmarked $50 million for possible lending over the next 18 months to the Philippines.
Did I  read that  correctly?

87948— 62— pt.  3---- 40
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Mr. Poats. Yes, sir.
Mr. P assman. Is that action not a departure from the way we usu­

ally do things, earmarking funds prior  to the firming up of a program 
of any kind?

Mr. J anow. I would like to describe these circumstances, if I may.
Mr. Passman. First, I wish you would answer my question: Is it 

not true that this is a departure from the established custom of allocat­
ing funds, earmarking funds for  a particular  country prior  to having 
a program?

Mr. J anow. This is a programed amount, for  development lending.
Mr. P assman. Has it been earmarked already?
Mr. Janow. No, sir.
Mr. Passman. You say here on page 7 that it has been earmarked.
Mr. J anow. May I describe the situation ?
Mr. P assman. Off the record.
(Discussion off the record.)

EARMARKED FUND S

Mr. P assman. On page 7, you say:
AID recently earm arked $50 million for possible lending over the next 18 

months to the Philippines .
Is that not a depature from the normal procedure, where you ea r­

mark funds prior to having a project or program ?
Mr. J anow. I do not know how you interpret the word “ear­

marked.”
Mr. Passman. I am only reading what you said.
Mr. J anow. If  you will give me an opportunity I believe I can 

explain it.
Mr. Passman. But first, will you answer my question ? I ask if  this 

is not a departure from the  accustomed practice?
Mr. Poats. May I answer that? The Development Loan Fund 

earmarked funds  under similar circumstances for the Philippines-----
Mr. P assman. Is this  Development Loan Fund?
Mr. Poats. The Development Loan Fund  used this method of ear­

marking funds tentatively.
Mr. Passman. We appropriated money last year that  you did not 

need, and we have run into many devices where you had to show an 
account was liquidated, and in this instance you earmarked $50 million 
for (lie Philippines and carried it under “Obligations” ; did you not?

Mr. P oats. No, sir.
Mr. J anow. No, sir.
Mr. P assman. I s it committed ?
Mr. J anow. No, sir.
Mr. P assman. Have you discussed it with the  Philippines?
Mr. J anow. That is what I am trying  to explain, if you will give 

me the opportunity.
Mr. P assman. Have you discussed it with the Philippines?
Mr. J anow. Yes; in detail.
Mr. Passman. I s i t a commitment ?
Mr. J anow. It  is not a commitment.
Mr. P assman. What  kind of a predicament are you in ?
Mr. J anow. It  will take about 2 minutes to  explain it.
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Mr. P assman. Take all the time you need.
Mr. J anow. When Macapagal was elected he immediately sent a 

mission to the United States  consisting of his Acting  Secretary of 
Finance and other high-rank ing officers and advisers. They were 
seeking support  fo r their decontrol, for freeing the  peso and making it 
freely convertible. They said to our agreement to make the pesos 
freely convertible they needed to establish confidence in the Ph ilip­
pines and in the world that  they could meet their  obligations. They 
went to the Internat iona l Monetary Fund , which subsequently gave 
them some drawings on the Fund . They went to the Secretary of 
State and to the Treasury , and the Treasury promised to allow them 
access to the stabilization fund  for $25 million. They went to the 
Export-Import Bank and asked if  thei r line of credit with the E xport- 
Import Bank could be increased, and the Exp ort- Imp ort Bank said i t 
could by some $25 million.

Then they went to the New York commercial banks and got their  
“roll-over” credit  increased to about $75 million, and fo r the first time 
they got some “roll-over” credit from the Midwest.

Then they came to us and asked what  we could do and we said, “We 
cannot do anything by way of a commitment a t th is time. However, 
we will entertain  applicat ions for  specific projects.”

(Off the record.)
Mr. Janow. I s aid:
In my estimate, within the availabil ity of funds, it appears  to us tha t $50 

million might be programed for such purposes but this is not a commitment that 
anything in fact will ever be obligated.

(Off the record.)
Mr. J anow. We have not obligated a dollar of this.
(Off the record.)
Mr. J anow. Sir, I hope the explanation I have given you is sa tis­

factory.
Mr. Passman. But how will we erase from the record that he 

wanted it for psychological effect?
Will you tell the committee specifically that you have not earmarked 

and will not earmark, any of the funds  on page 7, and th at the  contract  
is now null and void?

Mr. J anow. Sir, in the development lending field, as you know, 
commitments are not made in advance. They are made against spe­
cific loan applications. You estimate the amount of money tha t is 
required. One has to assume that  projects  will be forthcoming and 
will pass the cri teria  of our legislation.

Mr. P assman. You are speaking of technicalities?
Mr. J anow. I am ta lking about the development lending  program.
Mr. Passman. That is exactly opposite of what we have heard 

before.
I will ask again : Are you going to consider this any fur the r or 

was this jus t something to serve a psychological purpose, and is it now 
dead ?

Mr. J anow. Sir, in our 1963 program you will find we have esti­
mated we will be making  development loans to the Philippines in
fiscal 1963 of $--------to $---------as an outside margin. This is the
same amount of money, sir.
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Mr. Passman. Exports from the United States to the nine countries 
in your region, I believe amounted to—Jap an is in your area, is it not ?

Mr. Janow. Yes, but it is not an aid recipient.
Mr. Passman. It  has been in the past ?
Mr. Janow. Yes, sir.
Mr. P assman. You have exports to the United States and imports 

from the United States. You show exported to the United Sta tes from 
the nine countries in your area, $564 million; is tha t right ?

Mr. Janow. I think  so.
Mr. P assman. You show imports from the United States by these 

nine countries, $923 million ?
Mr. Poats. Yes.
Mr. Passman. We exported to these nine countries $923 million ?
Mr. Poats. Yes, sir.
Mr. P assman. And we imported from the nine countries $564 

million?
Mr. Poats. Yes.

FORE IGN ASS ISTANCE IN  FIS CAL YEAR 19 61

Mr. P  assman. Can you tell us the amount of aid to the nine coun­
tries in 1961?

Mr. Poats. We do not have it on a comparable basis.
Mr. J anow. We do not have it on a calendar year basis.
Mr. T ennant. On a fiscal year  basis for  1961 economic aid, includ­

ing all AID, Public Law 480, and Exp ort- Import, obligations were 
$804,200,000. That would include Japan, which is not included in 
the figures you have.

Mr. P assman. Off the record.
(Discussion off the record.)
Mr. Tennant. I will take Jap an out of that figure.

EXPORTS OUT OF AID PIP ELIN E

Mr. Passman. Out of the $923 million tha t we exported from the 
United States to these nine countries in your area, could you tell us 
the total amount of exports that came out of the  A ID pipeline, which 
would be mil itary assistance, Public Law 480, and  other items?

Mr. Tennant. The figures I gave you are just  economic aid.
Mr. Passman. But when you give the exports you are including 

everything?
Mr. Tennant. I f  you include the  mili ta ry  fo r fiscal 1961, mili ta ry , 

and economic aid inc lud ing  ATD. Publi c Law 480, and  Exp or t- Im ­
po rt.  the obl iga tion  figure is $1,365.700,000.

COST OF AID PROGRAM COMPARED WITTT EXPORTS

Mr. P  assman. So the  cost of  t he aid  prog ram to th is area has  been 
about twice as great as our expo rts; is tha t correct ?

Mr.  Tennant. Not quite.
Mr. Passman. Wha t did they do with the extra  money we gave 

them ?
Mr. Tennant. This requires some analysis, I think.
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Mr. 1 ’assman. You have given them about 85 percent more dollars 
than  the dollars required to pay for the exports from this  country?

Mr. Tennant. I think  we would have to make an analysis of it.
Mr. Passman. Would you give us information on that tomorrow ?
Mr. Tennant. Yes, sir.
Mr. I ’assman. You will agree this is disturb ing, if we gave them 

$1,365,700,000 and all the exports from this country to your region 
was $923 million? Maybe they bought gold with the difference?

Mr. J anow. I have a summary of the foreign exchange hold­
ings.

Mr. P assman. Let us not confuse this. We gave them $1,365,700,- 
000 but our exports were only $923 million, so we want to know what 
happened to the rest. We want tha t data for the previous 5 years.

Mr. Miller. You will appreciate  first it was a fiscal year involved 
so the two sequences are not comparable. Secondly, the aid figures 
were on a commitment basis and not on an expenditure basis.

AI D EX PE N D IT U RES FOR FI SC AL YE AR  1 9 6 1

Mr. P assman. Give us the amount of your expenditures for fiscal 
1961.

Mr. H arkins. I)o you want the previous 5 years as one sum?
Mr. P assman. No, by year.
Mr. Tennant. $1,153,600,000.
Mr. F ord. Wh at fiscal year is tha t ?
Mr. Tennant. Fiscal 1961, and tha t is the economic and military 

expenditures.
Mr. P assman. Do you not think  this is worth  analyzing?
Mr. Tennant. Yes, sir.
Mr. P assman. When we give them more dol lars than our tota l ex­

ports, there is a strong suspicion they may have converted them into 
other currencies or into gold or they have built up tremendous dollar 
assets.

Mr. Gary. "Will the Chairman yield?
Mr. P assman. Yes.
Mr. Gary. Was the military aid included in these export figures 

you gave?
Mr. Tennant. I do not know if it  is.
Mr. Janow. I do not believe it is.

purchases of u.s. gold

Mr. Passman. Cambodia in 1960 purchased, in the four th quarter, 
$12 million of our gold.

Mr. A ndrews. Mr. Chairman, if you look at page 21 you will find 
the gold and foreign exchange in Cambodia increased considerably 
in 1961 over 1959.

Mr. P assman. That is right .
Burma bought $3,800,000.
Indonesia  bought $24,900,000, of which $22.9 million came in the 

last quarter.
You all know about the truck contracts with Japan. They pur ­

chased in the third quarter  $15,200,000 of our gold.
I leave the  remainder  of the research up to you.
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Mr. Andrews. Mr. Chairman, Korea shows a decided increase in 
gold and foreign exchange on page 40, from $147 million in 1959 
to $207million in 1961.

Mr. Janow. Sir. may I comment on Cambodia ?
Mr. Passman. Yes.
Mr. J anow. They did purchase $12 million of gold from the T’nited 

States in 1960 and $3 million in 1961, a total of $15 million.
Mr. P assman. I did not use 1961. I used fiscal year 1960, calen­

dar year 1961.
Mr. J anow. Of thi s $15 million tota l, Cambodia has $7 million ear­

marked to its account. That  means $8 million has been liquidated by 
settlement of obligations to other countries.

Mr. P assman. Would it be a f air  statement to say tha t these coun­
tries can convert to gold? You go into these countries, and you find 
stalls where they have pure gold necklaces hanging up, and the mer­
chant is permitted to make 1 percent and they buy bracelets and 
necklaces. So, this gold is not actually necessarily going to other 
countries, but the local people buy it ?

Mr. Janow. That is right.
Mr. P assman. Our people are not permit ted to buy gold and hoard 

it.
Mr. Janow. That is right .
Mr. Passman. So, let us check and see how much of  our gold has 

gone out and look at the number of countries all over the world buy­
ing substantia l quantities of our gold; and even though the gold of 
the Government may decrease, remember th at the gold goes into the 
pockets of the citizens.

GOLD RESERV ES OK AID RE C IP IE N T S

Mi-. J anow. T would like to  finish th is comment about Cambodia. 
The foreign exchange, including gold, has been at approximately 
the same level since 1958. Tt was $97 million in December 1960; $109 
million in 1961; and $99 million in March 1962.

Mr. Passman. You are dealing with the plus side of the ledger ?
Mr. J  anow. Yes, reserves.
Tn the case of Korea there has been some growth but not as much as 

your table  reflects. Tn 1961 they went from $155 million to $205 mil­
lion, but they are down now to $180 million.

Tn the case of Vietnam the ir reserves are below the $200 million 
mark that they think is the ir necessary amount.

They are down to $175 million at this time.
Mr. P assman. But they are on the plus side?
Mr. J  anow. The reserves, yes.

BA LA NC E OF  PA Y M EN T S PO SIT IO N  OF  RECIP IE N TS

Mr. P assman. What about the balance of payments situation? 
Are they on the plus or minus side?

Mr. J anow. The balance of payments table T think  shows us meet­
ing- thei r balance of payments and the trade balance is minus $182 
million.
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Mr. P assman. So, it could well be they have a balance of payments 
credit?

Let us go back to Cambodia, where we have had a substantial aid 
program.

Mr. J anow. If  they had a balance of payments credit it would 
be reflected in their  reserves.

Mr. P assman. In 1954 they had $37 million; $50 million in 1955; 
$55 million in 1956; $92 million in 1957; and I think  your estimate 
is up to $108 million in 1961. Is tha t righ t?

Mr. J anow. Yes, bu t currently about $99 million.
Mr. Passman. You are jus tifying funds for 1963, are you not ?
Mr. J anow. Yes.
Mr. Passman. I s $108 million a good estimate ?
Mr. Janow. March 1962 is $99 million.
Mr. Passman. Your book says $108 million. Is tha t rig ht ?
Mr. J anow. Tha t is a different time.
Mr. Passman. Do you have any aid program for Cambodia in 

1963?
Mr. J anow. Yes.
Mr. Passman. IIow much ?
Mr. J anow. $----- . Thei r total export-import trade level is about

$68 million, total import about $100 million.
Mr. P assman. All of them have some exports  in convertible foreign 

exchange ?
Mr. Janow. Yes.

DIS PO SI TIO N OF FO REIG N-O W NED  DOLL AR CR ED ITS

Mr. Passman. You said earlier  tha t this entire area, all of the 
people are responsible to you, and none of your recommendations thus 
far  have been tu rned down by higher author ity. Is it your under­
standing th at all of the nations in your area earn dol lars in convertible 
exchange from the exports of their  country ?

Mr. J anow. Yes, they earn some; unfortunate ly not enough.
Mr. Passman. Tha t is righ t, and neithe r do we. We have been 

runn ing a deficit for a long time.
These dollars they earn, be they limited or great,  enter into the 

channel of commerce?
Mr. J anow. Yes.
Mr. Passman. They buy something either from this country or 

from another country, but  the dollars go into the channels of com­
merce ?

Mr. J anow. Yes, sir.
Mr. Passman. And whatever they would need from our country, 

under normal conditions, would be bought and paid for from those 
amounts?

Mr. J anow. Yes.
Mr. Passman. If  you credit to these countries under the aid pro­

gram dollars from us, they can, and do, requisition thei r needs, and 
tha t would release to them the dollars they earn to do with as they 
wish, would it not ?

Mr. J anow. Yes.
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Mr. Passman. So, if they should take those dollars and speculate 
or buy our gold, we have no control over the ir internal budget; do we?

Mr. J anow. Sir-----

DEGREE OF BUDGETARY CONTROL W IT H RE CIPIE NT  COUNTRIES

Mr. P assman. You have said all the way through that I am correct 
up to the point that they can take th eir own dol lars and do what they 
want to with them. My next question would l>e this : We have no 
control over thei r internal affairs, such as their  actual budget, do we?

Mr. J anow. We do, sir. We have the most extrao rdinary control.
Mr. Passman. You go and tell them how they will budget the  money 

they earn from their exports ?
Mr. J anow. That is true, sir.
Mr. P assman. If  you want to leave that on the record it is all r ight, 

but we have been told that we have no such control.
Mr. J anow. Sir, many questions you have asked can l>e answered 

‘'■Yes'* or “No," but when you have asked a question I cannot answer 
‘“Yes” or “No,’’ please give me an opportunity to reply.

Mr. P assman. You answered every one of my questions, and I 
liinallv asked if we had any control over the infernal workings of the 
countries’ budgets, and you said we did.

Mr. J anow. Sir. there is an enormous difference between the amount 
of control we exercise, if  any, in Tha iland as compared to the amount 
of control we exercise in Korea, and it is impossible to answer your 
questions categorically for all nine countries.

Mr. Passman. Specifically for Thailand ?
Mr. Janow. We have no control in Thailand.
Mr. Ford. Is that  good or bad in Thailand ?
Mr. J anow. Let me describe the program in Thailand and that per­

haps will answer the question.
Our program in Thailand for 1962 involved one loan, or three loans 

to one kind of project, irrigation  projects, in the northeast. We 
loaned them the dollar requirements for  those projects. In addition to 
this we had suppor ting assistance of $13 million: and we had a 
development grant program of $9.5 million, a total of $33.8 million, of 
which none of the $11.1 million for loans was expended in this period.

So in terms of impact you are talking about $33.8 million. Their  
total imoort program in this year was $488 million.

The things  we were doing in Thai land were lending  the money for 
some development capita l projec ts: giving them money in the form 
of supporting assistance to complete highway projects and other 
projects in the education field. The total amounted to $33.8 million. 
How could we expect to have an influence, let alone control of their  
budget when their  import level is nearly half a billion dollars?

The situation is different in Korea where we make up a significant 
amount of thei r balance of payments and where there is considerable 
counterpart. In the use of that counterpart we do discuss with them 
the levels of thei r budget. That  is why, Mr. Chairman, I cannot 
answer tha t question “Yes” or “No.”

Mr. Passman. We have been told repeatedly tha t this was an in­
ternal affair, tha t they were sovereign countries and, therefore, we 
did not exercise any control over thei r internal affairs.

Do you have any control over Burm a’s budget ?
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Mr. J anow. None at all.
Mr. Passman. Do you have any control over Cambodia's budget?
Mr. J anow. We are meeting a good deal of their budgetary require­

ments. We are meeting the cost of their military establishment accord­
ing to an old commitment.

Mr. Passman. Can you go in the office of the budget director in 
Cambodia and see how much they are programing  for public works, 
for retirement, for the parliament, and so on ? Do you mean you can 
go into the ir internal affairs and discuss with them how they are 
allocating the money they earn from their exports ?

Mr. J anow. Not in Cambodia.
Mr. Passman. In  any country ?
Mr. Janow. Yes.
Mr. Passman. In  Taiwan ?
Mr. J anow. No. There the control is exercised in a different way. 

We have an agreement with the Republic of China called the 19 
points for accelerated economic development, and this agreement pro­
vides, among other things, tha t they will not increase military expen­
ditures. Consequently we do examine their  budget expenditures very 
closely to see if they are in accordance wi th thei r agreement.

Mr. Passman. (Off the record.)
How about Indonesia ?
Mr. Janow. No. Our program there has been tiny.
Mr. Passman. (Off the record.)

MO NETARY SUPPO RT IN  LAOS

In Laos we were support ing the kip at about 2i/> times its value? 
Are you familia r with tha t situa tion ?

Mr. J anow. We were supporting  the kip as a convertible currency 
until  about 5 months ago.

Mr. Passman. At what rate?
Mr. P oats. I believe the  chairman is referring  to the period before 

1958.
Mr. Passman. Are you famil iar with th at situa tion ?
Mr. J anow. Yes, in great  detail.
Mr. P assman. Are you fam iliar  with the situation where they were 

accepting about 90 percent of thei r imports in Thailand and Burma, 
but which were never crossing the border into Laos?

Mr. J anow. I believe th is is the condition th at caused the currency 
reform in 1958.

Mr. Passman. You are dealing with the same people, the Laotian 
people.

In the Phil ippines , do you have any control over the budget ?
Mr. J anow. No, sir.
Mr. Passman. You have said no with regard to Thailand .
Then it follows that what I said originally, the money nations 

earn from their  exports they are free to buy gold or do whatever they 
want to do with it ?
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SUPPO RTING ASS ISTANCE IN  FAR EAST

Mr. J anow. Our three biggest programs are in Korea, Vietnam, 
and Taiwan, and where supporting  assistance is a significant part  of 
our aid-----

Mr. Passman. Tha t is the charity part  ?
Mr. Janow. That  is the supporting  assistance part, sir.
Mr. Passman. You have milit ary assistance and you have gran t 

aid, do you not?
Mr. J anow. Supporting  assistance in these three countries is f un­

damental to thei r military position.
Mr. Passman. And supporting assistance is also much broader?
Mr. J anow. Yes, it is.
Mr. Rhodes. Is supporting assistance used to support our posture 

in Indones ia too?
Mr. J anow. There is one project, Congressman; the mobile brigade, 

which is a police force. That is the limit of our assistance in this 
category.

Mr. Rhodes. I am glad to hear we do not always use supporting as­
sistance to bolster our military posture, especially where we do not 
have a military posture, as in Indonesia.

Mr. Janow. Tha t is correct.
Mr. P assman. Supp orting assistance can go in a country as gran t 

aid, even when they do not have m ilitary assistance; is t hat  correct?
Mr. J anow. Yes.
May I have a few moments of the committee’s time to talk about 

supporting assistance?
Mr. P assman. Before we finish the hearing we want you to talk 

as much as you see fit.
Mr. J anow. On that  category ?
Mr. P assman. Yes.
Mr. J anow. It  is very importan t in my area.
Mr. Passman. I t is grant aid ?
Mr. J anow. Yes.
Mr. P assman. It  is important in th at you have programs going on 

where you need the grant aid to continue and sta rt new ones; is 
that correct  ?

Mr. J anow. Yes, sir.
AID DOLLARS SP EN T IN  UN ITED  STATES

Mr. Passman. Do you happen to know the amount of aid dollars 
in your area tha t are spent in the United States ?

M r.J anow. Yes,Id o.
Mr. Passman. What percentage is it ?
Mr. J anow. It  is less than the 80 percent. I am sorry, I  do not have 

the figure in fron t of me; 75.7 percent.
Mr. P assman. 75.7 percent of all the money is spent in the United 

States ?
Mr. J anow. Yes, sir.
Mr. Passman. Would you agree with me if  I said a hundred per­

cent of it is spent in the United States? It  falls in one of three 
categories: Something tha t we ship out against the credi t; gold that 
we transfer to the nation against the credit;  or payment of debts tha t
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they may make again st the credit. It  either falls in those three cate­gories, or the accumulated; is that  correct ?
Mr. J anow. This  is another  one of those questions tha t cannot be answered yes or no.
Mr. Passman. Say that we give a country $100 million in aid.Mr. Janow. Yes.
Mr. Passman. They can requisition something produced in the United States agains t tha t credit, can they not ?Mr. J anow. Yes.
Mr. Passman. They can buy gold under certain categories against tha t credit, can they not?
Mr. J anow. Not with our dollars , maybe with their  own.Mr. Passman. We have already agreed earlier  tha t if you give them dollars, then they can take thei r own dollars they earn and buy it, so it is the same th ing; is it not ?
Mr. J anow. If  they have a surplus.
Mr. Passman. Then, they can pay debts or they can accumulate dollar assets, can they not  ?
Mr. J anow. There has been some small growth in reserves, in some countries, yes.
Mr. P assman. When you credit these na tions with these dollars, we shall say this year under  the 19 different spigots o f foreign aid, then you ship out against tha t credit something produced in America; is that correct ?
Mr. J anow. Yes.
Mr. Passman. Under normal trade channels, until this thing be­came so superficial, or artificial,  the manufacturer would send those bills to the recipient country, through their banking connections, to collect, would he not?
Mr. J anow. Yes.
Mr. P assman. Unde r the present-day program you ship out and the bills wind up down at the U.S. Treasury for payment,  do they not ?Mr. J anow. Yes.
Mr. Passman. It  is the  U.S. taxpayers who are paying the invoices down at the Treasury. Is that a correct statement ?Mr. J anow. Yes, sir.
Mr. Passman. So, if this propaganda  that is being put out, that  80 percent of the money is being spent in America, if that  is good for  America and makes America prosperous, then could we not jus t double (he aid program and ship out twice as much and become twice as prosperous from it?
Mr. J anow. Sir, in my opinion—I would like to speak only for my region-----
Mr. P assman. Your region only; sure.
Mr. J anow. I have become f airly fami liar with our aid program and it responds to urgent needs.
Needs of these countries. We were able in 1962 to cut the amount tha t was actually obligated.
Mr. P assman. When?
Mr. J anow. In  1962.
Mr. P assman. But you have gone way back up for fiscal year  1963, have you not ?
Mr. J anow. 1 es, sir, and I hope to have the opportuni ty to tell you in detail why. This is in response to requirements, it is not in re-
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sponse to what, is imagined as the needs of the American domestic 
economy, but it is a response to requirements of these countries to 
which we are g iving aid.

I think those who speak of the impact on our economy are  certainly  
not suggesting tha t because the expenditures takes place in the I nited 
States tha t it ought to be increased.

Mr. Passman. I did not say that. You have read in the papei 
about how many jobs this aid program creates, have you not ?

Mr. J anow. Yes, sir.
Mr. Passman. You have heard the people testifying, you read the 

testimony where they tell the American people tha t 80 percent of the 
cost is spent in America?

Mr. J anow. Yes.
Mr. Passman. Some people are impressed with those figures. Tt 

follows, nevertheless, that when the goods and services are shipped 
out, the invoice, instead of being forwarded to the recipient country 
for payment, is forwarded to the U.S. Treasury; is it not?

Mr. J anow. Yes.
Mr. Passman. Which means that  the same amount of wealth as 

the invoice shows has gone out of our  country, no thing being returned 
to replace it. Is that a fai r statement?

Mr. J anow. Tha t is true.
Mr. Andrews. Off the record.
(Discussion off the record.)
Mr. Passman. Thank you, Mr. Andrews.
I believe page 8 of your statement is confidential, is it not ?
Mr. J anow. There may be some confidential portions. There is 

nothing confidential-----
Mr. P assman. You have your statement marked “Confidential”.
Mr. Rooney. The pages are all marked confidential, bu t it is only 

in the paragraphs in brackets that  it is truly classified mater ial: 
is tha t r ight?

Mr. J anow. Yes; the bracketed material is confidential.
Mr. R ooney. As I  understand it, this page could be read right into 

the record and would be in the record and will remain in the record.
Mr. J anow. We would like the opportunity to review it. I think 

there is nothing confidential here.

DEOBLIGATIONS IN  FAR EAST REGION

Mr. Passman. I quote the last parag rap h:
We ha ve  in si st ed  th a t fu nd s no t cl ea rly ne ed ed  in  th e n ear fu tu re  he deobl i- 

ga te d  an d mad e av ai la ble  to h ig her  p ri o ri ty  re qu ir em en ts  in th e  F a r E ast  or  in 
o th er region s.

Mr. J anow. Yes. sir.
Mr. P assman. You are speaking of the economic aid funds, are you 

not?
Mr. J anow. Yes, sir.
Mr. P assman. Not the military ?
Mr. J anow. Ju st aid funds.
Mr. Passman. This process has resulted in the deobligation of 

$40,600,000 in the Fa r Eas t?
Mr. J anow. Tha t is right.
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Mr. Passman. And the release of $23,600,000 for other uses dur­ing fiscal 1962?
Mr. J anow. That is correct.
Mr. Passman. In what other regions did you spend the money?Mr. J anow. I did  not spend the money in other regions.
Mr. Passman. To what other regions did you obligate the money?
Mr. J anow. The money was returned to our program section in the Agency and it became available for tran sfer  to other regions.Mr. Passman. The entire $40,600,000?
Mr. Janow. No. si r: the net amount.
Mr. Passman. Where will we find the difference between $23.6 and $40.6 million ? Where will that  be in the deobligated funds?
Mr. J anow. Right here, sir. Using the totals, $40 million was di­vided between project and nonproject as follows: $31.2 million was project funds that  were deobligated along with $9,400,000-some-odd of nonproject funds. This money was taken out of both project  and and nonproject programs.
Mr. P assman. Does th at b ring the total  up to $40.6 million?
Mr. J anow. Yes, sir. We reallotted to cover shortfalls within my region, a total of $17 million.
Mr. Passman. Specifically, to what other programs ?
Mr. J anow. Within the region ?
Mr. P assman. Read them to us by project.

DEOB LIGATIONS IN  BURMA

Mr. J anow. T will be very happy to. In Burma—it is one of the nine countries in my region—we deobligated $1.9 million-----Mr. P assman. Off the record.
(Discussion off the record.)
Mr. J anow. In Burma we deobligated $1.9 million and did not re­obligate anything in this country’s program. In other words, this $1.9 million was released to other country programs.

DEOBLIGATIONS AND  REOBLIGATIONS IN  CAMBODIA

In Cambodia we deobligated a total  of $2.7 million, but in this case we reobligated—this is in tota l—$4.9 million. In  other words, we added funds  to the Cambodia program.
Mr. Passman. For  what Cambodia project? We appreciate the fact that, you are giving us this information. However, if you could, detail for the record what countries and what projects you deobligated so as to create $40.6 million, but particularly we would like to know where you obligated the $23.6 million, on what projects.
Mr. J anow. I have a complete detail.  It  is, as you can see, about 10 or 12 pages long.
Mr. Passman. Let us go through them.

KH MER -A MER IC AN  FR IE NDSH IP  HI GHW AY

Mr. J anow. Cambodia. The contract for the technical services on the Khmer-American Friendship Highway repair.
Mr. Passman. Wha t did you tell us last year it  cost to build this highway ?
Mr. J anow. I have prepared a report fo r you on that.
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Mr. Passman. What was (he original estimate of the cost of the 
Friendship Highway ?

Mr. J anow. My staff are finding these things. If  you would like 
me to proceed-----

Mr. Poats. The figure given last year to the committee, I am not 
sure it was in the form of a project sheet or  not, was approximately 
$32 million as the total cost of that project. I have not been able to 
find it here in these project sheets yet, but that was the figure given 
the committee, I am sure.

Mr. Passman. You trans ferred or  deobligated funds of $2.8 million 
to the Friendship  Highway: is tha t correct?

Mr. Poats. That  is correct, sir.
Mr. Passman. Before you transferred this, we bad already accepted 

the highway as being completed and paid off the contractor: is tha t 
correct ?

Mr. Poats. Tha t is correct.
]\fr. P assman. Then you estimated tha t you would need $2.8 million 

to repa ir the highway. That was in 1961. Hid tha t complete the high­
way, tha t estimate ?

Mr. J anow. We have a very large repair problem on this  highway.
Mr. P assman. You had given the construction figures, we accepted 

it as being complete, you turned it over, paid the contractor. In 1961 
you said your needed $2.8 million to complete the repairs.

Mr. J anow. Yes, sir.
Mr. Passman. Hid tha t money complete the repairs  or have you 

had any other funds from any other appropriation allocated to the 
Friendship Highway since 1961?

ALLOCATION FROM CONTING EN CY  FU ND FOR HIG H W AY  REP AIR

Mr. J anow. Yes: we added funds this year to the Cambodia High­
way.

M r.P assman. How much?
Mr. J anow. I am looking for that figure.
Mr. Harkins. $7 million from the contingency fund.
Mr. Passman. To this highway project ?
Mr. Harkins. Yes, sir: to repa ir this highway, and $2.8 million 

from deobligations, a total of $9.8 million.
Mr. Passman. I think we could pinpoint a hundred  projects as 

easily as a few. Het us pin another one down. What was the com­
pleted cost of this project ?

Mr. P oats. $32 million.
Mr. P assman. What was the actual original estimate? It was far  

below tha t amount.
Mr. J anow. Very much less than tha t.
Mr. P assman. What was the original estimate of the cost of this 

project?
Mr. P oats. My memory is $18 million, sir.
Mr. J anow. I think  it was of tha t order.
Mr. Poats. The original dollar estimate was $15 million. In ad­

dition, there were some local currency.
Mr. Ford. When was tha t made ?
Mr. Poats. The estimate must have been made in about 1956.
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Mr. Passman. When was the contract awarded?
Mr. Poats. The contrac t date was effective May 5,1955.
Mr. Rhodes. Did you have another item of cost in there ?
Mr. Passman. I am going to get that.
Mr. P oats. There was an additional-----
Mr. P assman. $15 million.
Mr. Poats. There  was an additional assumption of local currency 

costs to be borne by the Cambodian Government, as I recall.
Mr. Passman. Let us stick to the cost of our Government of $15 

million. At  a subsequent date  it was brought to completion, and we 
settled our bills at $32 mill ion; is tha t correct?

Mr. Poats. $32.1 million is the figure given last year.
Mr. P assman. We finally settled at $32,100,000 and accepted de­

livery ?
Mr. P oats. Yes, sir.
Mr. Passman. Th at was in fiscal year 1961 ?
Mr. J anow. Yes.
Mr. P assman. In  fiscal year 1961 you allocated $2.7 million out of 

the contingency fund to fix up the road so it would be usable ?
Mr. Janow. Yes, that  is correct, sir.
Mr. Passman. I refe r to page 1129 of the hearings of fiscal year 

1962. We thought we had a very bad deal there. Now, however, you 
tell us tha t in fiscal year 1962 you have allocated an additional $9.8 
million, $7 million from the President ’s contingency fund and $2.8 
million from deobligated funds.

Mr. J anow. Yes, sir.
Mr. Gary. Would the gentleman yield?
Mr. P assman. I yield.
Mr. Gary. Why was this  necessary? Was it because of bad con­

struction to begin with?
Mr. J anow. Studies  would so indicate.
Mr. P assman. We are up from $15 million to $43,800,000. Do you 

estimate any funds for  thi s p roject for fiscal 1963?
Mr. J anow. I think  not, sir. I think  it is fully  funded.
Mr. Harkins. There will be some small costs fo r B PR technicians.
Mr. P assman. How much will th at be?
Mr. H arkins. $300,000.
Mr. P assman. You a re 300 percent off. Let us get the figures and 

not guess. We are up to $41.1 million.
Mr. F ord. Wha t a re B PR  technicians?
Mr. J anow. I would like to have the opportuni ty to describe it.
Mr. P assman. Wh at are they ?
Mr. J anow. Bureau of Public  Roads.

PROCEEDINGS AGA IN ST  HIG H W AY CONTRACTOR

Mr. P assman. Are w’e suing the original contractor to recover 
damage ?

Mr. J anow. We have turned this over to the Depar tment of Justice.
Mr. P assman. Several years ago ?
Mr. J anow. Yes, sir.
Mr. Passman. Wha t progress have you made?
Mr. J anow. We have just turned this over. I did this, sir, as soon 

as I  came on board.
87 948— 62— pt . 3 41
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Mr. P oats. I believe the testimony last year was it  was under con­
sideration to determine whether there was a possibility of action.

Mr. F ord. Who is the contractor?
Mr. J anow. There are two contractors involved. Dougherty was 

the construction contractor, and Baker was the engineer. What hap ­
pened, sir, is tha t a section of  this road running throu gh the paddy 
area began to break up, the surface began to move. The first esti­
mate was that some surface maintenance, seal coat, and increasing 
the crown would deal with the problem. Tha t is where the first $2.5 
million came from. At the same time the agency re tained the  Bu­
reau of Public Roads to visit Cambodia and to conduct tests on the, 
condition of  th is road that was deteriorating. In the course of the ir 
tests they determined tha t there  was no possibility of arres ting this 
surface deterioration and th at the trouble was with the base, and that  
the base would have to be redone.

Inves tigating this further, Mr. Chairman, the section where the 
road is breaking up is where an alternate design for the base com­
position was used. This was a design in which the contractor was 
given specifications for the employment of later ite with a binder. 
Lateri te, as you know, is a very low grade iron ore, iron bearing  rock. 
This formula  of using later ite was given to the contractor because 
in the area there was no aggregate, there  was no rock where he could 
operate his quarries. Had  he brought rock to this middle section, 
it would have greatly increased the cost of the original  construction.

(Off the record.)
APPROVAL OF ENGINEER’S FIND INGS

Mr. Ford. Was the engineer a Government employee or private 
contractor ?

Mr. J anow. A private  consulting engineer.
Mr. P assman. Did you have ICA  (now AID ) personnel out in 

Cambodia?
Mr. J anow. Yes.
Mr. P assman. They, too, approved it before payment was finally 

made to the engineer?
Mr. J anow. Yes, sir, but they depended on their consulting 

engineer.
DESCRIPTION OF HIG HWAY

Mr. P assman. How long a strip of this  road will be repaired?
Mr. J anow. I was looking for tha t figure. We have so much 

prepared for you.
Mr. P assman. How long is the road ?
Mr. Ford. It  would be helpfu l to have a general description of 

the road.
Mr. P assman. We are going to get it.
Mr. J anow. We would be pleased to describe it.
Mr. Passman. We have thousands of words on the same subjec1 

in las t year’s hearings.
Wh at is the length of the road ?
Mr. J anow. Can I give it to you by sections ?
Mr. P assman. We would like to have the length of the  road, if you 

will.
Mr. J anow. 130 miles; 228 kilometers.
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Mr. Passman. How much is being repaired, by miles? 
Mr. Harkins. 80 kilometers.
Mr. J anow. 50 miles.

STATUS OF ROAD AFTER REPAIRS

Mr. P assman. Af ter  th is expenditure, will the entire road be up to 
the or iginal specifications ?

Mr. J anow. Yes, sir ; it will be better. Yes, up to the original 
specifications.

Mr. P assman. Bette r what?
Mr. J anow. One of the recommendations made by the Bureau of 

Public Roads is that  we in fact increase the wheel loading slightly  
over the original design. This does not require a very large addit ional 
investment, but they do want to build i t up some more because they are 
finding the Cambodians are not very good at maintaining their wheel 
loading limits.

Mr. Passman. I was out there, and I did not see much on the  road 
but water buffalo. I hope i t is being used fo r something other than 
tha t now.

Mr. J anow. When were you there?
Mr. Passman. Three years  ago.
Mr. J anow. We would be happy to give you traffic counts.
Mr. P assman. The King h ad to fly over with a helicopter to get to 

his resort.
Mr. F ord. Where does it go?
Mr. J anow. From Phnompenh to the new por t of Sihanoukville.

ORIGIN OF REPAIR COST ESTIMATE

Mr. P assman. Could you tell us who made this estimate in 1961 that 
$2.7 million would actually complete the repairs?  All of this came 
about subsequent to the time of the discovery tha t it was not up to 
specifications?

Mr. J anow. This was probably an agency-made estimate.
Mr. P assman. That would certainly indicate the estimator d id not 

know much about it.
Mr. J anow. That was before they did borings to find out the condi­

tion of the base.
Mr. P assman. They said this road that  was going to cost $15 million 

actually cost about $32 million, but now they needed $2.7 million to 
make repairs. That was the testimony.

Plus  t ha t money, you had $7 million out of the contingency fund 
and $2.8 million out of deobligated funds.

Mr. Gary. Would the gentleman yield ?
Mr. P assman. Yes.

PHYS IOGRAPHIC FEATURES IN  ROAD BREAKUP AREA

Mr. Gary. Wha t kind of terrain  was this throu gh which this  50 
miles passed?

Mr. J anow. The bad stretch in the paddy  fields, very soft ground. 
The problem arose here because there were no adjacent gravel pits, 
no place where they could get hard aggregate.
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Mr. Gary. Swampy areas ?
Mr. J anow. Yes.
Mr. Passman. The contractor knew he was not meeting specifica­

tions, did he not?
Mr. J anow. I have looked into the mechanics of this.
(Off the record.)
Mr. Passman. Let us go to another project.

H IG H W A Y  A NI)  BR IDG E CO NST RU CTI ON IN  V IE TNAM

I shall read from the committee repor t of fiscal 1961.
Mr. F ord. Fiscal year, or the year the hearings were held ?
Mr. Passman. It  is appropriations, 86th Congress, 2d session, 1961, 

fiscal year.
I quo te:
Last year the committee noted in its report tha t there was $96,519,000 un­

expended funds previously appropriated for development assistance. The un­
expended balance on June 30 this year in this appropria tion is estimated at 
$57,769,000. An example of the type of project  financed by the defense support 
appropriation is the highway and bridge construction project in Vietnam, which 
was initiated in fiscal year 1955. The project is to assist  the Vitnamese Govern­
ment in the rehabilitat ion and modernization of the national highway system. 
The original project was to construct one highway at a cost of $18,300,000. 
Subsequently the scope of the project was broadened to include three highway 
routes and certain other work. The present estimate of the cost through June 
30, 1960, is $61,778,000. The budget estimate  for 1961 is $6,950,000 with an 
additional  dollar cost afte r 1961 of $4 million. In addition, through June 30, 
1960, local currency expenditures are estimated to be $48,781,000 and $8,400,000 
proposed in fiscal 1961. The total cost of the project, therefore, including both 
dollars and local currency cost is now estimated to be $129,900,000, an increase 
of approximately 600 percent above the  original cost estimate  for the project.

You can go all over the world and you can find plenty of situations, 
Mr. Director, similar to that one.

If  that  foulup does not indicate what we get in to when you do not 
have prope r planning and proper engineering prior  to the  st arting of 
the contract I do not know what does.

Mr. Gary. Will the gentleman yield?
Mr. Passman. Yes.

H IG H W A Y  CO NST RU CT IO N IN  T H A IL A N D

Mr. Gary. Did we not also have controversy over some highway in 
Thailand ? When we were out there, Mr. Rhodes, Mr. Alexander, and 
I flew from Bangkok over to Laos, and we flew over this highway 
and observed it. Is that not correct, Mr. Chairman ?

Mr. Passman. That is r ight, sir. That was in 1961, I  believe.
Mr. Rhodes. We were there in 1959.
Mr. P assman. I have been out there several times and flew over the 

highway. In 1961 we were there.
Mr. Rhodes. I t was in 1959 we flew to Vientiane.
Mr. Passman. We had something equally as disturbing in Tha iland, 

I believe the gentleman will remember.
Mr. Gary. That is ri gh t; the road was in Thailand. There was a 

lot of controversy about it. We did not have time to get out to the 
road, hut we were going over to Laos and we flew over it for quite 
a distance observing the traffic and other features of the road from the 
air.
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Mr. Passman. To show you how this thin g changes from one year to another, 1 quote from our hearings:
Mr. Passman. I named the highway the Helicopter Road. You cannot drive over it because of holes in it, but you can fly over it.
Quoting furth er, comment by Mr. Coffin:
Again we unders tand it is in need of repair, hut not repairs  such as your graphic description would indicate.
Now we find tha t $12,500,000 has been added to it.
During the time th at these contracts we referred to today got under­way the Agency was operat ing on the basis of an annual slice appro­priation. You would have a continuing projec t; you would ask for some, and then get some more ?
Mr. Janow. Tha t is my understanding.

CO M M IT M E N TS UNDER  SE CT IO N 2 0 2 ( b )

Mr. Passman. Today, under  the new criter ia, under the develop­ment c redit section, we appropriate money to a  plan, not to a project or country. You establish tha t a country may need a certain amount of money, and that  becomes known as the country plan under section 202(b) of the act ?
Mr. Janow. 202 (b ), yes.
Mr. Passman. You are familiar  with the 202(b) program ?
Mr. J anow. Yes, sir.
Mr. P assman. Do you have any of these projec ts planned for fiscal 1963 in your region ?
Mr. J anow. There  are some being considered for 202 (b) .
Mr. P assman. Is it with reference to a country plan or to a pa rtic ­ular  project or commitment ?
Mr. J anow. I t will relate to a country plan.
Mr. Passman. A country plan  may encompass many projects ?Mr. Janow. Yes, sir.
Mr. P assman. Is it  your understanding  of the law, then, tha t under the new criteria  you would have funds  committed to a country plan, not a project?
Mr. J anow. We have been discussing this in our senior staff, and the question has been raised as to whether individual  projects may be part ially  funded. This question, so fa r as I am concerned, is still unresolved as to its implementation. I think Mr. Miller may be-----
Mr. Passman. I have heard it discussed tha t you may make an appro priat ion, or an allotment, to a country plan.
Mr. J anow. We made commitments to a country plan.
Mr. P assman. There is one school of thought that you would make an allotment to a country pl an ; is that  correct ?
Mr. J anow. We made a commitment to a country plan.
Mr. P assman. And af ter  you got the money, then you would go into the country and work out with them what projects may meet the plan. Is tha t your general understanding  of it?
Mr. J anow. That  is my understand ing.
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EX TE NT  OF CO NGRESSIONAL CONTROL OVER PROGRAM

Mr. Passman. At least we do not have as much control if you appro­
pria te the money without knowing what the plan may encompass 
as we did when you were working out these projects ?

Mr. J anow. I think the control would be, I  hope, better than  has 
characterized the Khmer-American Friendship Highway.

Mr. P assman. The Congress has no idea what th at p lan will encom­
pass.

Mr. Gary. He is talk ing about thei r control, and you are talking 
about the control of Congress.

Mr. Passman. I am talk ing about the control of Congress. We 
looked at these projects many times. They could be stopped. You 
are familia r with the fa ct th at we have over a period of years stopped 
many projects, and under this it would more or less move out from 
under congressional control.

Many Members of Congress have felt that you needed some long­
term programing. I had always argued, as you argued today, on 
certain capital projects tha t you d id have long-term planning. You 
planned the project, you come in and got a slice of money, you would 
come back at a subsequent year and get another slice to keep the 
project going; would you not ?

Mr. Janow. Yes, sir.
Mr. P assman. Many Members thought  tha t th at is what you people 

had in mind, to go out in a country and have a project planned, then 
you would make tha t country a commitment to finance that  project to 
conclusion. Then, i f you made an allocation of 20 percent of i t, that  
we had a moral obligation in subsequent years to provide the 80 
percent.

Mr. Janow. Yes, sir.
Air. Passman. But  we find out that  the general in terpretation is you 

are not appropr iating money to a project  or to a series of projects, 
as such, but to a country plan tha t is to be worked out subsequent to 
the time you get the money.

Mr. Janow. May I comment on this, sir ?
Mr. Passman. We want you to do so.
Mr. J anow. We discussed this, as I mentioned, quite recently in our 

executive staff meeting. The item was put  on the agenda at my 
request. In  the review of the legislative history  of long-term com­
mitments, 202(b), it was discovered tha t most of the discussion of the 
Congressmen and Senators involved took place in the context of a 
country plan. While there were references to the application of long­
term commitments to individual  projects, these legislative references 
were few and not very clear.

It  is the opinion of our legal counsel, our general counsel’s office, 
tha t the legislation does not prohibit a commitment to projects, but 
this is just an opinion and, as I understand the condition, fur ther 
examination of this intention is going on.

Now, the problem arises particularly in the case of such projects 
tha t may have a priva te component. Fo r example, if an iron and 
steel plan t or fertil izer plan t or something else of tha t kind were 
financed over 4 or 5 years and there was private equity part icipat ion, 
the question arises: Would the private investors proceed with a com-
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mitment to a projec t which the Government loan could not fully  fund  ? 
You can see what a problem tha t would be.

Any of these companies, if  they came in to us and asked us to lend 
them 50 percent of the construction costs and they were pu tting up the other-----

Mr. Ford. I s this  a local company in a country or an American company ?
Mr. J anow. Sometimes it is a local company in a country and some­

times it is an American company pa rtic ipat ing with a local company.
VOLTA RIVER PROJECT

Mr. P assman. You have t ha t situation in Ghana, I believe, a plan 
where you have programed and funded to completion. I t is a $362 
million project in total,  all segments. That is a $110 million smelter 
plant, 1 think Kaiser-Reynolds Co. It  has not even been started. 
When it is started , it will require 7 years to complete it, but it has 
been funded to conclusion.

Now, my point is t his : In  prio r years you had a series of projects 
and an estimate as to what each p roject  would cost to bring it to a 
conclusion. Is  tha t your understand ing ?

Mr. J anow. Yes.
Mr. Passman. You would come in and just ify funds for those 

projects to be continued. We had some degree of control, because in 
the meantime we would have some investigations and we would have 
your books here.

But as it  is today, we app ropr iate  funds for what we do not know 
about. Aft er you get the funds, then  you go into a country, or maybe 
prio r to getting the funds you have made a commitment, we shall 
say, to a $600 million country plan, and until  you get the money 
you do not work out the mechanics of the p lan. Therefore, the com­
mittee is without information as to how you are going to spend the 
money. Is tha t your unders tanding ?

Mr. J anow. 1 do not wish to answer for  any other  region. I can 
say in my region in the F ar  East there is no case where we would be 
obligating funds in this way. Programing funds  is a different prob­
lem as we have already explored. But there is no case where we would 
be obligating  funds  without being able to tel l at  the time of obligation 
in great detail what  those funds are to be spent for.

Mr. Passman. Prior to the appropriation. Tha t is what we are 
talking about.

Mr. J anow. You are  speaking now in the development lending sec­
tor.

Mr. Passman. Section 202(b) funds. You have different schools 
of thought. Some feel we are obligated now to appropriate  the 
money. After you get the money, you will work out a country plan 
from which the money will be obligated, and the fact tha t we make 
a commitment for $600 million, and we allocate $100 million, makes 
a moral obligation for the Congress to appropr iate  the other $500 
million.

Mr. J anow. There are no cases yet in my region for section 202(b) 
commitments.

Mr. Passman. You are fam iliar  with them ?
Mr. J anow. Yes.
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Mr. Passman. A country  plan might encompass hundreds of pr oj­
ects within a country ?

Mr. J anow. It  could; I would like to speak to my region.
Mr. Passman. Whatever the people above you say, tha t is what 

you will have to operate by ?
Mr. J anow. 1 have not had any instructions in this field apply ing 

to my region.
CR IT ER IA  FOR FIN A L IZ IN G  2 0 2  ( b )  COM M IT M ENTS

Mr. Rhodes. May I mention something here ?
Section 202(b) requires by its terms before a plan is perfected that  

the plan has to  be submitted to Congress. I would want the record 
to indicate the Congress feels not the least bit morally obligated or 
bound before a plan is submitted to Congress.

Mr. Gary. Is it not also true tha t plan would have to be based 
upon certain definite projects?

T certainly would not approve a dollar unless that were true.
Mr. Rhodes. I would not approve a dollar anyway. I do not think 

we are obligated.
Mr. Gary. I agree with the gentleman absolutely. I have stated 

time and again that I would not consider us obligated until  the appro­
priation is made.

UNDER ST ANDIN G OF  2 0 2 ( b )  BY  AID EX EC UT IV ES

Mr. Fowler Hamilton  is Adm inist rator of this Agency, is he not ?
Mr. J anow. He is the Administrator.
I shall quote from page 163 of the galley proof of this year ’s hear­

ings:
M r.  P a s s m a n . F u n d s  a r e  n o  lo n g e r  c o m m it te d  to  a  p ro g ra m , o r  a  p ro je c t,  

b u t  to  a  p la n , su c h  a s  a  5 -y e a r  p la n . D id  y o u  s a y  t h a t ?
M r.  H a m il t o n . Y es .

Mr. Hutchinson, who we had before our committee for about 30 
days, all along the way said “Yes.”

Others have interp reted  it differently.
All in all, it would cer tainly indicate that  you people have not yet 

reached a decision as to an interp retation of the act.

N O TIF IC A TIO N  TO CO NG RESS OF  SE CT IO N 2 0 2 ( b )  COM M IT M ENTS

Mr. Gary. T want to say that T, as a member of this committee and 
the Congress, will not consider the Congress bound by any plan, or 
agreement, until they have had the approval of the Congress.

Mr. P assman. I subscribe to what the gentleman has said. I have 
never been for it. I am not for it now. I am only stating for the 
record tha t you have this new system which one in terprets the one 
way and another person another way.

Mr. Ford. Will you let me make a comment ?
As I understood the legislation when it was enacted, these plans 

had to be submitted to the Congress, but even if approved, directly 
or by implication, the plans will always be subject to subsequent ap­
propriat ions. That was a condition that  was understood under any



645

and all circumstances, including the proposed beneficiaries of a plan 
tha t was formulated, is tha t correct ?

Mr. Gary. I would say to the gentleman, tha t is my understanding. 

SECTION 20 2(b)  PLAN FOR PAKISTAN

Mr. P assman. Following the gentleman from tha t point, you have 
a 202(b) plan for Pakis tan, do you not?

Mr. Miller. Yes.
Mr. Passman. We have not received notification of it officially, this 

committee, have we ?
Mr. Miller. I do not know at this time.
Mr. Passman. You are  asking for funds  in this request this year for 

the Pakistan p la n; is that  correct ?
Mr. Miller. We are asking for funds to be appropr iated  fo r use by 

us on specific and discrete programs within the overall purview of the 
Pakistan  5-year plan.

Mr. Passman. Where are those projects found  specifically ?
Mr. Miller. They are within  the context of the Pakistan  5-year 

plan.
Mr. Passman. But what are they ?
Mr. Miller. There are many projects and programs within the 

Pakistan  5-year plan to which Mr. Gaud referred  in his testimony.
Mr. Passman. Which ones are we going to finance with the $225 

million, specifically ?

PREPARATION OF 20 2(b)  DETERMINATIONS

Mr. Miller. Mr. Chai rman, w ith respect to the long-term plans and 
programs under section 202(b ), the same information is forthcoming 
to this committee as is with respect to all o ther development loans th at 
will be made in fiscal year 1963. This  perhaps is where the area of 
confusion enters into section 202 (b ).

Section 202 (b) speaks of commitment of funds. It  says :
In recognition of the need for reasonable advance assurances in the interest of 

orderly and effective discussion of long-term plans and programs of development 
assistance, the President is authorized to enter  into agreements, committing, 
under the terms and conditions of th is title, funds authorized to be appropriated 
under this ti tle, subject only to the annual appropriation of such funds.

And when we prepare a section 202(b) determination for the Pres i­
dent, he has to make sure first that we shall enter  into an agreement 
committing funds; we then negotiate—af ter  the President has made 
the determinat ion—these agreements. Upon the signature of the 
agreements they are then communicated to the Congress under the 
provisions of section 202 (c) .

With in each of the plans, or programs, of long-term nature, there 
are many projects and programs which are discrete with in those plans.

Air. P assman. It could be for budgetary suppor t. I t could be even 
for balance of payments, could it not?

This plan could encompass many different things. We know you 
have one 202(b) plan for which you are requesting  funds, and that 
is for Pakistan.

Mr. Miller. And Tanganyika.
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Mr. Passman. And you have not yet submitted to the committee a 
list of projects for which you expect to obligate these funds if they 
are appropria ted, have you ?

Mr. Miller. As is the case for all development lending funds for 
fiscal year 1963, we have project applications, or program applica ­
tions which are before us now, or being refined at the present time, to 
which we will address ourselves, review them and enter into them. 
This is the same thing the Development Loan Fund did before us, and 
we are doing at the present time w ith respect to the development lend­
ing fund.

GENERAL COUNSEI/S OPINION ON LONG-TERM COMMITMENTS

Mr. Passman. You gave us an opinion, an unsigned opinion; was 
tha t your opinion ?

Mr. Miller. No, sir.
I am not in the General Counsel’s Office.
Mr. P assman. This is from the General Counsel’s Office.
Let me read from this op inio n:
Generally speaking, technical assistance projects have been funded for the 

contemplated life of the project or 3 years, whichever is the least, from one 
fiscal year appropriation.

It  is a foregone conclusion that technical aid projects have never 
been financed on that basis. I  said, to the point, th at some would run 
for 10, 12 or 15 years, and you would come in and get a slice for a 
continuing project. It  is so this year. You are asking for money 
this year to continue technical projects underway, are you not?

Mr. Miller. That is correct.
Mr. P assman. It  says here tha t you either fund them in full, or 

all in 3 years, which is incorrect. I am wondering if the same man 
who wrote this opinion is going to interpret  the other phases of the 
law?

Mr. Miller. No, Mr. Chairman.
Mr. P assman. Who is going to write the decision ?
Mr. Miller. The quotation you read into the record stated, I be­

lieve, tha t funds would be committed in connection with long-term 
plans and programs. This is not the same as s tatin g t ha t funds are 
being appropriated to the plans, it is my understanding.

It  is my understanding t ha t in each case in which we come up here 
with a section 202(b) commitment, tha t there will be the same plans 
and programs which have been presented to the agency in a similar 
fashion as the Development Loan Fund, which I  believe we have dis­
cussed, formally funded all its projects and programs to completion 
at all times.

Mr. P assman. If  he did not understand one par t of the law, and he 
interpreted tha t erroneously, how could he understand the other?

Would you say tha t you are premature in asking this committee 
and the Congress for the appropriation of funds prior  to the time 
you have submitted a list of projects ?

Mr. Miller. No, Mr. Chairman, because, as I  stated earlier, in con­
nection with the  Development Loan Fund, and with la st year’s appro­
priation, we have, it is my understanding, brought to you a similar 
type of justification for the funds for which we are asking. In each
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case we have attem pted to the extent possible to estimate the  amount 
of funds which are needed in various countries and where appropria te, 
and where we can, we have indicated to the extent we can which 
specific projects and programs are under  consideration.

DEVELOPMENT GRANTS FOR FAR  EAST REGION

Mr. Passman. Under the Fa r Eastern program, under develop­
ment assistance and development grants, both are in the gran t aid 
portion of mutual security ?

Mr. J anow. Yes, supportin g assistance and development grants.
Mr. Passman. The two would amount to $424,100,000 ?
Mr. Janow. That is right.

FL EX IB IL IT Y IN  PROGRA MING FUND S

Mr. Passman. Did you testify earlier tha t other than for the con­
tinuing projects, everything in the book is on an illustrat ive basis, 
tha t you may or may not spend the money on those projects, you may 
or may not  spend the money for the countries listed, but the law was 
broad enough whereby you could spend it on an altogether different 
group of projects and in different countries;  is th at what you stated?

Mr. J anow. I would like the chance-----
Mr. P assman. We want to know your understanding of that matter.
Is it not true —and I am going to repea t it—tha t all the projects 

in the books, under even development grants, $424,100,000 in your 
area, other than  the continuing projects, are presented on an illus­
trative basis ?

Mr. J anow. Sir -----
Mr. Passman. Do you want to answer the question ?
Mr. J anow. Mr. Harkins  has already testified, in fact our experience 

on projects  performed has been very close to our estimates  of projects 
to be performed.

Mr. P assman. Have you not testified already today, and has i t not 
been true tha t all the witnesses before you test ifying for the areas 
stated categorically, and to the point, they  were asking for  these funds 
on an illustrative basis, tha t they had the rig ht under the law to 
change the programs and change the countries ? Is tha t a statement 
of fact?

Mr. Harkins. I t is true tha t we have flexibility to do this.
Mr. Passman. I s it true, what I said, th at you have the right , th at 

you are  not bound to fund a single projec t you have in this book, if  it 
is not a continuing project  and i f i t is on an illust rative basis ; is that 
correct ?

Mr. Harkins. We have this flexibility.
Air. Passman. And by the same token, any project  you start you 

could immediately cancel and take the money and sta rt another 
project  ?
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IN IT IA TI ON OF PROJECTS NOT PRESEN TED TO CONGRESS

Air. Harkins. Well, we could. In 1962, we did sta rt in fact 28 
projects that  we did  not present to Congress. The tota l cost o f these 
projects was $15 million.

Mr. P assman. You did not send to Congress?
Mr. H arkins. These-----
Mr. Passman. I have made a completely factual statement. You 

are asking for the money on an illustra tive basis. After you get the 
money you may or may not fund the projects, may or may not spend 
it in the country you asked to spend it in. Then, you make up your 
mind whether you want to follow the illustrative projects o r whether 
you may program something else in some other country ; tha t is a 
statement o f fact ?

Mr. H arkins. Yes.
May I just point  out the to tal cost of these projects was $15 million. 

This is both development g rant and supporting assistance, out of a 
total development gran t and supporting assistance program of ap­
proximately $337 million.

Mr. Passman. But, the Congress, in reality , when it appropria ted 
this money, d id not know what you were going to spend it for?

Air. Harkins. What we are try ing  to show by our records here 
is that we have in fact  followed very closely the program we presented 
to Congress last year.

Air. P assman. Your il lustra tive program?
Air. H arkins. Yes.
Mr. P assman. I am dealing with the flexibility you have.
Air. Harkins. But in point  of fact, experience shows we have not 

used the flexibility except to an extremely limited extent—less than 5 
percent.

Mr. P assman. T am not talking about your experience. We are 
giving you, in real ity, a b lank check. It  is perfectly obvious th at you 
are going to spend this money on some of the projects listed in the 
books. As fa r as the Congress is concerned, however, it is not known 
what the projects are, or the countries?

Mr. H arkins. But Congress can be-----
Air. P assman. You did not answer my question.
Air. H arkins. We do from experience-----
Air. Passman. What do yo mean from experience ?
Air. H arkins. From experience in the past year, we know we have 

carried  out approximate ly 95 percent of the programs we presented 
to the  Congress.

Air. P assman. Be as evasive as you please. The record is com­
plete th at you do have the flexibility.

Mr. H arkins. We do.
Air. P assman. To conceal the projects, take the money into another 

country, start projects, cancel those projects, and take the money even 
into a thi rd  country.

Air. Gary. And we have the authority to cancel their entire appro­
priation if the Congress wants to do so, every dollar they are asking 
for the next year.

Air. P assman. I am indicating tha t the Congress does not have con­
trol of the program, and tha t you are making an appraisal  based on
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what you believe you are going to do with the money rather  than  on what you actually might be going to do wi th it.
Mr. J anow. I hope this poin t has not been lost-----
Mr. Passman. I am not put ting  up any defense for any of the flexibility you have.
Mr. Ford. May I make a comment?

NEED FOR CONGRESSIONAL APPROVAL BEFORE IN IT IA TI NG NE W PRO JEC TS

I think  the gentleman's frankness is commendable. I think the only key missing in this problem is th at we have not been informed of these changes, or these new pro jects which have been undertaken. At least in the mili tary  budget where we have to have some flexibility, we require a reprograming procedure. 1 th ink anything over $1 million, or where they are init iating a new program, they must come up and report and get a uthority before such activity is initiated.
Mr. Passman. That is true.
Mr. F ord. If  th at is the key th at is missing in this program, 1 think it ought to be tied down. We can be f idly informed on a current basis and know’ where the money is being obligated.
Mr. Passman. You started 28 new’ projects tha t you had not just i­fied ?
Mr. Harkins. Yes, but this was new obligational authority.
Mr. P assman. Tha t could have answered every question th at I have asked. It  does certain ly show’ tha t you do not have to come to Con­gress to justi fy a single dolla r of your expenditures other th an on an illustra tive basis, and i f you get money during the year, you star t pro j­ects that you have not presented to the Congress.

COMPLET ION  COST OF NE W PRO JEC TS NOT JU ST IF IE D TO CONGRESS

Give us the completion cost on the 28 projects tha t you reprogramed for $15 million.
Mr. Harkins. I do not have the informat ion w ith me.
Mr. P assman. Do you have any of the pro jects w ith you ?
Mr. Harkins. I  have a list of the projects.
Mr. P assman. Let us take one project, if  you will, that  you allocated funds  to out of the $15 million.
Mr. Harkins. We can go back to the Indonesian project we gave you this morning.
Mr. Passman. The amount, please, and the name of the project.
I  want to say, while you are looking it up, that if the Congress wanted to withdraw funds, they could use the highway in Cambodia, the highway in Vietnam, and the highway in Thai land to stop it. However, I do not see any move anywhere to stop the money, and those are ju st a few examples of what  happens with this loose program. What project are you on ?
Mr. P oats. Improvement o f navigation and harbor facilities.
My. Passman. Tha t is a new project you did no t justi fy to Congress. Project that project to completion.
Mr. P oats. It  started  du ring  fiscal year 1962; $147,000 was the cor­rect amount obligated.
Mr. Passman. What amount did  you program ?
Mr. Poats. $135,000 was the original estimate.
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Mr. Passman. What is the cost to completion ?
Mr. Poats. Total  cost to completion will be an ad di tio na l--------,

making a total o f--------.
Mr. P assman. You have picked a very small project. We are ta lk­

ing about 28 projects tha t are going to cost $15 million. Let  us get 
to one of your big ones.

Mr. Harkins. All right.

PR OV ISIO NS  OF SE CT IO N 0 3 4 ( d ) ,  AUTHORIZ ATI ON AC T

Mr. Miller. In  connection with Mr. Ford 's point about repor ting 
to the Congress changes from our presentation,  there is a section, sec­
tion 634(d ), which requires tha t the Presiden t shall notify the com­
mittees of all actions taken during the preceding 12 months under 
this act which resulted in furnishing assistance of a kind, for a p ur­
pose, or  to an area, substantial ly different from tha t included in the 
presentation.

Mr. F ord. Tha t does not mean anyth ing in this case because you 
can initiate  a project which does not fall under the criter ia of “sub­
stantially different,” and it could be a project where there is an init ia­
tion at a small cost and completion at  a large  cost, and the Congress 
ought to know when those commitments are made when there was no 
discussion previously what the fac ts are, or  what the cost might be.

This is what I think  must be done in these cases where you initiate  
new programs, or projects, which you have never discussed with the 
committee. A reprograming process, with approva l by the legisla­
tive committee and the Appro priations Committee will keep you out 
of trouble.

If  you want to keep out of trouble, you ought to sta rt it, and the 
sooner the better.

Mr. Miller. Not ou t of th e reporting. May I  finish th is one other 
requirement?

Mr. F ord. If  the language you are going to read is no better than 
what you read, do not waste the time.

Mr. Miller. We also repor t programs which result in obligations 
or reservations greate r by 50 percent o r more than  the  proposed obli­
gations, or reservations included in such presentation for the program 
concerned, but to the extent we were to initiate  a small program under 
the development grant, which would be under the only category we 
could, you are perfectly correct; this would be included, and we 
would be-----

Mr. F ord. There are a lo t of ways to skin a cat, and this is one way.
I think  for your program’s benefit, a repor ting system of any new 

programs would be very helpful, and the sooner you do it, the better.
Mr. Miller. I am sure the agency would like to consider that.
Mr. Ford. I suggest they do consider it.
Mr. Miller. We will consider it.
Mr. P assman. The fact  is tha t the Congress has permitted you 

people to get this thing so broad tha t you are in 103 of the 113 
nations with a fantast ically  high program. Then the Congress gave 
you the righ t to come in  and ask for this money without just ifying 
a single project other than  on an illustrative basis.

Each year you are  get ting a little  b it fur ther along with the flexi­
bility of the type we are  t alking about here, such as the 28 projects
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you started  in your area without just ifying them even on an illus­
trative basis. Now, we are try ing  to find out what it will cost to 
bring  them to completion. They may go to a quar ter of a billion, 
when we carry  this through to conclusion. Once you get them in 
the category of going projects, then you have a claim tha t it is a 
moral obligation to provide you the money to complete them.

Would you regard it as a moral obligation if, for example, you 
sta rt a project out of this category tha t you have not justified to the 
Congress, even on an illust rative  basis, and you obligate $1 million 
to it, and it is going to cost $18 million to complete it ?

Mr. Gary. I would like to associate my views with those of Mr. 
Ford,  tha t reports should be made to the congressional committees 
before these new commitments are made. I hope the  administration 
will give t ha t consideration, and if they decide no t to do it, I hope 
we can put  it into the law next time. I shall certainly do my best 
to bring tha t to fruition.

Mr. P assman. You are asking for $349 million out of two spigots?
Mr. J anow. One.
Mr. Passman. You have supportin g assistance—you have two ?
Mr. Janow. Yes.
Mr. Passman. And whether  a few’ continu ing projects, or many, 

you are going to take tha t money and have it in your hands to do 
what you want with it, because you submitted a list of illustra tive 
projects with  which you may or may not proceed.

The crux of it is, you have the right to do just about whatever you 
want to do. You have already established in the record today tha t 
you took money out of one country’s deobligations and started pro j­
ects in another.

Mr. P oats. The Ins titu te of Technology in Cambodia seems to be 
the larges t in aggregate. I am sorry. The one I should have referred 
to is on page 27, the Teacher Education Center in Cambodia.

Mr. Passman. You said 28 projects with $15 million, but you are 
not going to get any $15 million out of the addition of these small 
contracts  you have given us here.

Air. Poats. I will be glad to read the list to you.
Air. Passman. Alay we see the list? Do you have an extra copy?
Mr. Poats. We will have to give you a fresh copy.
Air. P assman. You have not added up to any $15 million, have you?
Air. Poats. Tha t gives both the  development gr ant  and supporting 

assistance.
RURAL DEVELOPMENT PR OJ EC T, VIET NA M

Mr. P assman. You have a rural development project of $1.2 mil­lion in Vietnam ?
Air. J anow. That is in the suppor ting assistance category.
Air. Passman. AVhat year will you complete tha t project?
Air. P oats. 1967.
Air. Passman. What is the cost to completion ?
Mr. Poats. The estimated cost to completion a fter fiscal year 1963

Air. Passman. This is a new project  you have never submitted to 
the Congress?

Air. Poats. This is part of our counterinsurgency program in re­
sponse to the situation we have in Vietnam now.
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IN ST IT UT E OF TEC HNOLOGY, VIE TNAM

Mr. P assman. 
Mr. Harkins. 

tha t list

You have a project for the Inst itute  of Technology. 
Tha t was instituted in 1961. It  should not be on

Mr. Passman. Why do you have it here ?
Mr. Harkins. You will note tha t I have crossed out the Ins titu te 

of Technology on that  copy.
Mr. Passman. Then you change your tota l figures.

RAILW AY REC ONSTRUCTIO N PR OJEC T, VIE TNAM

How about the railway  reconstruction project ?
Mr. Harkins. In  Vietnam, sir?
Mr. Passman. Yes.
Mr. J anow. This illustra tes why projects of this kind must start 

in the middle of the  year and what position we would be in if you tied 
our hands so we could not sta rt a new project. The Viet Cong are 
shooting up trains and damaging signal equipment. Should we wait 
until we justify  the project ?

Mr. P assman. What is the cost of th is project to complete it?
Mr. Poats. We are obligating  $l,5'33,000 in 1962 and are hoping 

to obligate $1,500,000 additional in 1963.
Mr. Passman. Origina lly you planned to obligate only $500,000 

for this project  in fiscal 1962. These books are presented to us to 
justify an appropriation for  fiscal 1963 ?

Mr. Poats. Yes.
Mr. Passman. And you said you estimated you would obligate 

$500,000 in fiscal 1962.
Mr. P oats. At the time this was prepared in February  t ha t was the 

estimate.
Mr. Passman. But you have obligated $1,533,000 ?
Mr. Poats. Yes, sir.
Mr. P assman. Bring it up to date, please. We shall recess until 

tomorrow morning at 10 o’clock.
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Tuesday, August 7, 1962.
Mr. P assman. The subcommittee will come to order.
Before resuming our questioning, I should like to refer again to a 

situation which causes me considerable concern.

TREASURY RECEIPTS AND WITHDRAWALS

During fiscal 1962, ended June 30, Federa l Government revenues 
were the larges t in the history of America, by billions of dollars. 
However, withdrawals exceeded by many billions of dollars any 
previous year in the  history of America.

Some of us felt that  an alltime record, by month, for withdrawals 
from the U.S. Treasury had been established during fiscal 1962. I 
hold in my hand a U.S. Trea sure r’s statement dated Augus t 1, 1962, 
and it reveals 1 full  month’s operations for fiscal 1963—July—and 
here is what we find:

Total withdrawals from the U.S. Treasury for this 1 month, $10,- 
088,290,298.27.

Now, we contrast tha t figure with the  previous greatest withdrawal 
durin g any peacetime month in the history  of our Nation, and that  
was the corresponding month in fiscal 1962, when withdrawals 
amounted to $8,414,945,561.30.

This indicates to me one or two things—that we have gone wild 
with our spending during this fiscal year, in tha t withdrawals from 
the U.S. Treasury exceeded by more than $1,600 million those of the 
preceding fiscal year in the same month, or else there were substantial 
invoices held up at the end of June.

If  the executive departments did hold up invoices so as to make 
some prediction of the deficit p inpoint the estimate, then either one is 
indefensible; that is, whether we have gone wild with spending this 
year, over last, or whether there are invoices which did not get 
through for payment.

I shall submit the statement referred to fo r the record.
(The information referred to follows:)

87048—62—  Pt. 8------42
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SE CT IO N 2 0 2 ( b )  C O M M IT M EN T TO LO NG -T ER M PL A N S

Mr. P assman. It  would appear tha t Mr. Fowler Hamilton , the  Ad­
minis trator  of the Agency for International Development, knew 
exactly what he was talking about when he said that an appropr iation  
was being made to a plan.

Others have concurred in this viewpoint, while still others have 
held an opposite opinion.

On yesterday we learned they were having seminars so as to estab­
lish which way to interpret  the law on this  point.

We finally have a White House paper, signed by President Kennedy, 
which, I suppose, pins it down. I quote from tha t statemen t:

Determination under section 202(b) of the  Foreign Assis tance Act of 1901 
is amended to enter  into a long-term commitment for  AID to support Tunis ia’s 
3-year plan fo r economic development.

The commitment is made to the plan, rather than to projects and 
programs, and tha t is what I presume Secretary Dillon and others 
meant when they said that when we make a commitment, short of an 
economic collapse in our own country, it is expected that the money 
will be forthcoming; that,  as I  have just indicated, is also the Pres i­
dent's determination.

CONTI NGEN CY FU N D  OB LI GA TION S IN  JU N E

I want to indicate  with reference to the contingency fund tha t during  
June,  1 month, the AID  obligated $87,959,000, which is almost one- 
thir d of the entire  contingency account.

Japanese labor exchange, even, is in there for $301,000 out of the 
contingency fund.

I hope there will be time for more detailed discussions.
Mr. Andrews. Was the fund depleted in June, Mr. Chairman ?
Mr. Passman. With  the obligations on June 30, yes, they finally 

managed to deplete it.
Mr. Rabin. Actually there was a small t ransfer from the military 

assistance appropria tion into the contingency fund.

TR AN SF ER S IN TO  CO N TI NGEN CY FU N D

Mr. Passman. In previous years they transferred from military 
assistance into the contingency fund; then they transfer red back out 
of the contingency fund into the milit ary fund. Is tha t correct ?

Mr. Tennant. Tha t is correct, sir.
There was in the fund on June 30 an unobligated balance of $2,- 

398,000.
Mr. A ndrews. Was tha t afte r you included the milit ary funds?
Mr. Tennant. Yes, sir.
Mr. A ndrews. What was the total amount of the contingency fund 

for 1962?
Mr. T ennant. $275 million.
Mr. Andrews. H ow much was tran sferred from the military assist­

ance program into the fund ?
Mr. Tennant. $13,500,000, and you reappropr iated  $9,180,000, 

which is a total availability of $297,680,000.



659

Mr. Andrews. You had an unobligated balance of what ?
Mr. T ennant. $2,398,000.
Mr. Andrews. You obligated $295,282,000 ?
Mr. Tennant. That is right .
Mr. Andrews. How much of that was obligated or spent in June ?
Mr. Tennant. The figure the chairman gave, $87,959,000.
Mr. Andrews. Thank you, Mr. Chairman.
Mr. Passman. The counsel for the Agency just indicated t ha t they 

had more than depleted the fund, but I believe you said you had an 
unobligated balance ?

Mr. Tennant. Unobligated.
Mr. Babin indicated there was a t rans fer necessary from the mili­

tary  to cover all the requirements of the contingency fund.
Air. Passman. Then, afte r tha t transfer,  you wound up with more 

than  you needed ?
Air. Tennant. AVe had an unobligated balance of $2,398,000.
Air. Passman. Use your own words. I can understand it better 

when I make a forth right statement.
Air. Tennant. Air. Coffin will be glad to testify to these transac­

tions in the next few days.
Air. Passman. I am sure that  he will.

POSSIBLE USES OF CONTINGENCY FUNDS IN  FISCAL YEAR 1963

Can you tell us, Air. Janow, whether you have any proposed uses for 
the continency fund in fiscal 1963 ?

Mr. J anow. Any proposed uses for the contingency fund ?
Mr. Passman. Yes.
Mr. J anow. No, sir. AVe have some problems we can see ahead but 

we certainly  have not programed for contingencies.
If  the chairman would like me to review for him what is happen ing 

in Vietnam I should be pleased-----
Mr. Passman. I quote from this statement—your statement, Air.

Janow
I have  pointed out  in thi s review some of the  problem s which may requ ire calls  on the  contingency fun d in fiscal 1963.
Evidently  you do have some ten tative plans by which you may re­

quire money from the contingency fund ?
Air. J anow. There are problems in the region which certainly 

just ify the  existence of a contingency fund, sir.

ALLOCATION FROM CONTINGENCY FUN D IN  19 62

Mr. Passman. AVould you give us a list of uses you have for the 
contingency fund in fiscal 1963, and also insert in the record alloca­
tions you received from the contingency fund in fiscal 1962?

Mr. J anow. All right, sir.
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(The informat ion supplied follows:)
Contingency fu nd  allocations to Far  East  countries in fiscal year 1962 

[I n  th ousa nds of  doll ar s]

Far  E as t______________ 40, 978

Cambodia___________________  7, 000
IbtiiK Kong_________________  18
Indonesia___________________  5, 528

Ja pan _______________________  458
La os________________________  3, 000
Tha ilan d____________________  1, 900
Viet nam_____________________  23, 051
Western Samoa_____________  23

Burma

Mr. Passman. I repeat, time will not permit detailed examination, 
as we had hoped we would have for all regions; but we have been 
going, otf and on. since early March, yet we have gone into only about 
20 percent of the projects. This gives you a general idea of the scope 
of the program, worldwide.

FISC AL YEAR  1962  PROGRAM

In 1962 you had a program schedule of $5,200,000 for  Burma. Did 
tha t figure hold firm?

Mr. J anow. Speaking of Burma, si r ?
Mr. Passman. Yes.
Mr. J anow. Our actual obligations in Burma for 1962 were less than 

$1 million—$921,000. We did not call on the contingency fund  for 
Burma.

In fact, we deobligated funds f rom prio r year programs in Burma. 
Approximately  $1,900,000 was deobligated.

Mr. Passman. Can you tell us where you spent the $4,300,000 which 
you had originally  programed for Burma, in tha t the total  in the 
book indicates a higher figure, if  you take it across the board, nation ­
wide ? Do you kow where you spent the $4,300,000 ?

Mr. Harkins. These deprogramed funds were added to othe r funds 
available for programing. It  would not be possible to ascribe spe­
cifically the uses of this $4.3 million by the Agency.

FISCAL YEAR 1963  PROGRAM

Mr. Passman. Do you plan a program for Burma in fiscal 1963, 
as you did not need money for a program in fiscal 1962 ?

Mr. J anow. We have old commitments in Burma which relate to 
the Rangoon-Mandalay Highway and the U nivers ity of Rangoon.

The commitment we understand to be $28 million for the highway 
and $2 million for the univers ity.

In  addition to that we have programed $2 million for the-----
Mr. Passman. Let us keep it all together. Your book shows a 

total.
Mr. J anow. --------for 1963.
Mr. Passman. Projec t 1, an old commitment. What do you mean 

by old commitment ? Tell us where we will find i t in the books.
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RANGOO N-MAND ALA Y HI GH WAY  PRO JEC T

Mr. J anow. The Rangoon-Mandalay Highway.
Mr. P assman. What do you mean, you have an old commitment in 

this so-called neutral  Belgrade Conference country ?
Mr. H arkins. It  is shown on page 8 of the project book, Mr. Ch air­

man.
Mr. P assman. Who made the commitment?
Mr. J anow. Thi s was made June of 1959.
Mr. P assman. Who made the commitment ?
Mr. Poats. It  was made by President Eisenhower.
Mr. Passman. In  what form ?
Mr. J anow. As a commitment to contribute to the construction costs 

of a highway.
Mr. P assman. I s this a gran t-aid commitment ?
Mr. Janow. Yes, sir ; under supporting  assistance.
Mr. Passman. You programed $2 million in 1962 ?
Mr. J anow. We programed $2 million for fiscal year 1962, but  did 

not obl igate it.
Mr. Passman. You estimated obligations  of $3,500,000 ?
Mr. J anow. Tha t is what was originally estimated last year for 

fiscal year 1962.
Mr. Passman. On what did you spend tha t money ?
Mr. J anow. Engineering feasibility studies have been done on this 

highway, sir.
Mr. Passman. Was there construction out of this $3.5 million?
Mr. J anow. No, si r; no construction.
Mr. Poats. The actual  obligation under  the project was zero in 

1962.
Mr. Passman. According to the books, though, you were going to 

program $2 million. Is  the re some uncertainty  as to whether or not 
this  program should go forward  ?

Mr. J anow. This commitment is considered as established by Presi­
dent Eisenhower.

Mr. Passman. Was there  some question at the time tha t you can­
celed the funds which you programed, whether or not this project 
should go forward ?

Mr. J anow. There are problems with this highway.
Mr. Passman. Give us the justifications which you had for the 

$2 million, which you originally  programed for  1962.
Mr. J anow. We have this.
Mr. H arkins. Page 8 of the project  book, sir.
Mr. P assman. I quote :
Explanation of 1962 fun ding: Agreement between United States and Burma 

is expected to be reached on the recommendations of the feasibility study and 
the project then will move into the second phase, detailed designs and engineer­
ing. The $2 million proposed of supporting assistance in 1962 will be needed to 
finance * * * the foreign exchange costs of an engineering contract for this 
purpose.

You note the deletion ?
Mr. Poats. Tha t deletion was made during the testimony last year. 

Tha t is my understanding.
Mr. Passman. You did at a subsequent date program it, did you 

not?
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Mr. P oats. Yes, sir.
Mr. Passman. H ow many more th ings like that  do we have? Do 

you have a list of those old projects, which have been dormant and 
which you are now pulling out ?

Mr. J anow. This and the remaining balances of the fiscal yea r 1957 
$25 million line of credit to Burma are the only formal commitments 
of this kind in my region tha t have not been fully funded, sir.

Mr. Passman. Off the record.
(Discussion off the record.)

unliquidated obligations

Mr. P assman. Can you tell  us what sum you have unliquidated to 
the credit of Burma ?

Mr. Tennant. $13,111,000. Tha t is based on the adjusted  program 
downward.

(Off the record.)

u.s. position on completion of highway project

Mr. Andrews. One question on this project. Regard ing the Ran­
goon-Mandalay project on page 8, the last sentence:

Actual obligations will depend on negotiations with the new Ne Win govern­ment.
Is there any uncerta inty about whether or not  you will go forward 

with this program ?
Mr. J anow. There is no uncertainty about our commitment.
Mr. Andrews. What do you mean by the statement “actual obli­

gations will depend upon negotiations with the new Ne Win govern­ment” ?
Mr. J anow. General Ne Win would like the road to be bu ilt out of 

the Sitt ang  Valley and along the foothills on an entirely  new aline- 
ment. This would increase the cost of tha t highway very substantially  
so that it cannot be constructed for  anything like our commitment of $28 million.

Mr. Andrews. Does tha t mean we will have to make a new com­
mitment ?

Mr. J anow. Sir, I have been holding this line since I  assumed this 
job. There is no intention within our Government tha t I can find 
to escalate this commitment.

Mr. P assman. What will be ou r position ? This has been dormant  
since 1959?

Mr. J anow. Except for feasibility studie s; that is right .
Mr. P assman. There have been two or three different types of gov­ernment since tha t time?
Mr. J anow. Yes, sir;  there have been two changes of government.
Mr. P assman. Did we make the commitment to a then-friendly 

Burma, or to a  neutral Burma, or to a hostile Burma?
Mr. J anow. The commitment was made to Ne Win when he was 

head of the government in 1959.
Mr. P assman. Is he still there ?
Mr. J anow. He was out in the intervening period and has just r e­

turne d las t March.
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Mr. P assman. Now we are going back. He is back in, and we have 
now opened up negotiations  ?

Mr. J anow. No, sir. We were in continuous negotiation with the 
U Nu government, the intervening government, since this commit­
ment was made.

Mr. Passman. Wh at will be our position if we say “This is it, $28 
million” ?

He said “No, we want this project which will cost $85 million.”
Mr. J anow. I would like to describe our position. Fi rst  of all we 

have pointed out tha t the commitment as made was for a road  which 
was economically justified and feasible from an engineering point  of 
view.

In  the area of  the new alinement the re is very little  population and 
very lit tle agriculture.

We th ink tha t there is not enough economic justification for build­
ing a road on this new alinement.

Mr. Andrews. Why does he want it realined ?
(Off the record.)
Mr. Passman. Can you give us an abbreviated  answer—what will 

be our position, since we do not concur in his views? You have a $28 
million commitment tha t has been dorman t for several years which 
you pulled out of the closet.

(Off the record.)
Mr. J anow. Dur ing the admin istrat ion of the U Nu government, 

the intervening government, this project  was not in the closet, sir. 
It was under active discussion.

Mr. P assman. Had  you finished the engineering ?
Mr. P oats. The feasibili ty study has been substantially completed.
Mr. J anow. Not detailed design.
Mr. P assman. Suppose we made a commitment for $28 million for 

a highway to Burma? We have had experiences with highways in 
tha t part of the  world, and sometimes they cost 600 percent over the  
original estimate.

Will our position be tha t we will consider the $85 million highway, 
or are we going to stick with this  ?

Mr. J anow. Sir, my position has been consistently that  the high­
way on the new alinement is not economically justified.

Mr. Passman. Then we shall say, “No, s ir; it is $28 million, and 
tha t is that? ”

Mr. J anow. We have said tha t what has been requested is not 
justified on economic grounds.

Mr. P assman. I know you said that, but are you going to keep your 
commitment to $28 million ?

Mr. J anow. So far,  sir, there has been no escalation in this 
commitment.

Mr. Passman. I s there any consideration of increasing it?
Mr. J anow. The United States  is not prepared to escalate.
(Off the record.)
Mr. J anow. Sir, I assure you this has been my position, tha t this 

commitment will not be escalated.
Mr. Passman. Thank you.
(Off the record.)
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Mr. Andrews. If  you go to the $85 million road, how much will have been lost for survey, planning, feasibility study, et cetera, on the $28 million road?
Mr. J anow. I would not describe it  as a loss. I would describe it as a necessary expenditure.
There is a road. The old Burma Road still exists.
Mr. Andrews. My point is this : You plan a road in a certain loca­tion which will cost $28 million. You have done some preliminary work in connection with tha t particular road.
If  you leave tha t area and go to the  area where the General Xe Win wants a new road, which you state will cost $85 million, how much will you have spent on the old road at the first location ?
Mr. J anow. The commitment was to create a modem road—a rela­tively high-speed road—to Mandalay.
Mr. Andrews. That is the $28 million road ?
Mr. J anow. Yes, sir. When tha t obligation was incurred it was not certain whether the existing highway could be improved, or whether some stretches of new alinement would be necessary.
Between the time the commitment was made and this date the central valley of Burma, the Sitt ang  River Valley, has had very serious floods, and sections of the old existing road have been under water, and badly damaged, so it was a proper  engineering investi­

gation to determine the feasibility  of the  original alinement.Mr. Andrews. II ow much ?
Mr. Janow. $950,000 for feasibility studies.
(Off  the  record .)
Mr. J anow. Mr. Chairman,  one more word on Burma, if I may.I think  we have been very careful and conservative in Burma. Witness our obligations in 1962 of $921,000.

C O M M U N IS T BLOC AI D TO BU RM A

Last  year Communist China made an $84 million line of credit available to Burma.
Mr. Passman. From time immemorial nations have made loans to other nations, and in many instances at a high rate of interest, and they have also entered into bart er systems.
It never has been established before th is committee th at any of the Communist bloc countries have ever given as much as a sweet potato— or if it is Russia—a ruble and i t has also been established tha t the Com­munist bloc is strong on promises, short on deliveries.

U N L IQ U ID A T ED  OB LIGA TION S

What is the unliquidated tota l fo r Burma?
Mr. Tennant. $13,411,000.
Mr. Passman. What  has been the amount of the total assistance to Burma since the inception of the program, from all spigots?
Mr. Tennant. $94.2 million.
Mr. Passman. IIow about through Public Law 480?
Mr. Janow. Are you asking if there has been any ?
Mr. Passman. Has there been Public Law 480 aid ?
Mr. Harkins. Yes, there has been.
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r. Tennant. $94.2 included Public  Law 480 through 1961. 
r. Passman. What is the population of Burma ?

Mr.
Mr. Passman. Wh at is the popuh 
Mr. Tennant. Twenty-three million.
Mr. P assman. 5 ou have had an aid program of around $95 million 

from these two spigots since its inception ?
Mr. Tennant. Tha t is right.
Mr. Passman. They are neutra l, or supposed to be, are they not ? 
Mr. Tennant. That is my understanding.
Mr. Passman. They were one of the Belgrade Conference nations? 
Mr. Tennant. That is correct, sir.
Mr. P assman. We are increasing thei r program this year in g ran t 

aid  from $921,000 to $32.2 million ?
Mr. Tennant. Th at is riffht.

Cambodia

Air. Passman. You had a fiscal 1962 program of $30,200,000 for 
Cambodia ?

Mr. J anow. Tha t was the program, figure. The actual obliga­
tions—

Mr. Passman. Wh at were the actual obligations ?
Air. J anow. $29.1 million.

CONT INGE NCY FU ND  ALLOCATION

Air. Passman. You also had an allocation for  Cambodia out of the 
President ’s contingency fund  ?

Air. J anow. Yes, sir.
Air. P assman. In  what amount?
Air. J anow. $7 million, sir. This was discussed with you yesterday.

GOLD PURCHASES BY CAMBODIA

Air. Passman. In 1960 Cambodia, during the same quarte r, was 
gett ing substantial grant aid from America. That was the first half  
of fiscal 1961, the last quarter  in calendar  1960. They purchased $12 
million of our gold.

Then, in the first hal f of fiscal 1962, which covers the last half  of 
calendar 1961—only last December—they purchased $3,100,000 of 
our gold.

FISCAL YEAR 1963  PROGRAM

Do you have a program for Cambodia in fiscal 1963 ?
Air. J anow. Yes, sir; we do.
Air. P assman. H ow much ?
Mr. J anow. A total o f-------- .

UNL IQUIDATED OBLIGATIONS

Air. P assman. Wh at is the tota l credit to Cambodia, in the pipeline ?
Mr. Tennant. On the economic side, $30,056,000.
The mili tary is $11,330,000. The total  is $41,386,000.
Mr. P assman. You have in the pipeline to the credit of Cambodia 

about twice the amount of the request for fiscal 1963 ?
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Mr. J anow. No, si r; it is a little more than-----
Mr. Tennant. The request we are talk ing about is on the economic. 

I gave figures for economic and military.
Mr. Andrews. Off the record.
(Discussion held off the record.)

TOTAL aid TH RO UG H FISCAL YEAR 19 61

Mr. P assman. Wha t has been the amount of the  to tal aid to Cam­
bodia since the inception of the program ?

Mr. Tennant. $295,700,000.
Mr. Passman. Tha t is the total ?
Mr. T ennant. Including military and economic. This is through 

1961.

restrictions on gold purchases by aid recipient countries

Mr. P assman. If  this committee could put language in i ts bill, and 
if not, would you object to its being in the report, tha t no receipient 
nation could use aid dollars to buy our gold? Do you think tha t 
would be helpful ?

It  appears somewhat ridiculous to see these countries buying tens 
of millions of dollars of our gold and at the same time getting our 
aid.

Mr. Janow. May I respond to tha t, sir ?
Mr. Passman. Yes.
Mr. Janow. I shall respond to it for my region, of course.
At the moment, no aid dollars can be used for purchase of gold. 

You understand that , sir.
Mr. P assman. Did we not agree on the point tha t all nations earn 

dollars or other convertible foreign exchange from thei r exports?
If  you credit people with  dollars so that they may requisition their  

requirements, tha t releases the ir earned dollars to do with whatever 
they please.

My point is th at any underdeveloped nation receiving aid dollars 
could not purchase our gold.

Mr. J anow. I think  such a requirement could be negotiated within 
my region with countries tha t are very la rge recipients of aid, where 
the aid is very important in the way of thei r balance of payments.

Mr. P assman. Tha t is a restriction. We are talk ing about making 
it a m atter of policy. Our gold is flowing out every day. It  is con­
tinuing to go, and we have devised no effective plan to stop it.

Mr. J anow. I wish to call your  atten tion to  a few exceptional cases. 
Take the Philippines, which has now a truly  convertible currency, and 
where we have a program which is entirely devoted, almost entirely 
devoted, to development lending. For us to-----

Mr. Passman. You will qualify the lending as being in tha t range of 
40 years, no interest, 10-year grace period, et cetera ?

Mr. J anow. It  is like that.
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Republic of China

Mr. P assman. In  fiscal year 1962 what  amount did you have for the 
Republic of China?

Mr. Janow. Total  obligations were $28.4 million.
Mr. Passman. What sum did you originally  program ?
Mr. J anow. For 1962 ?
Mr. Passman. Yes, sir.
Mr. Poats. The books last year proposed-----
Mr. P assman. I am looking at the 1963 justification books. What  

did you show on these pages tha t you would program for China in 
fiscal 1962 ?

Mr. Poats. On page 35 you will see a figure of $3,600,000 for  1962. 
Tha t is for development grants.

Mr. Passman. What sum did you obligate ?
Mr. Poats. $3,200,000 in that  category.
Mr. Passman. Now, the other categories?
Mr. Poats. Development loans.
Mr. P assman. Development credits.
Mr. Poats. The development loan figure is in tha t section of last 

year’s presentation dealing with the potential  for development lend­
ing in th at area.

DEV EL OPM EN T loan commitments

Mr. Passman. What amount did you commit in this field?
Mr. J anow. We committed $25.2 million in 1962.
Mr. Passman. Where is a list of the projects for which you com­

mitted this money ?
Mr. J anow. These consist of two loans which were made-----
Mr. Passman. What pages in the justifications, please?
Mr. P oats. I believe both were made a fter th is book went to press.
Mr. Harkins. The first loan for  $5.2 million is on page 67.
Mr. J anow. This loan was for a telecommunications project. The 

second loan was a program loan for $20 million.
Mr. Passman. What do you mean by a program loan ?
Mr. J anow. Sir, as you will recall-----
Mr. P assman. What is a program loan, according to your inter ­

pretat ion?
Mr. J anow. In 1961 we had suppo rting assistance in China of $43.2 

million. We have no support ing assistance in 1962. We have tra ns­
ferred to a program  loan-----

Air. Passman. Please answer my question.
Air. Janow. I am trying  to.
Air. Passman. What is a program loan? Is  it a balance-of-pay- 

ments transact ion ?
Mr. J anow. Yes, sir.
Air. P assman. Thank you.
Here we are running an annual balance-of-payments deficit of bi l­

lions of dollars, but we are going out into these countries and giving 
our money to help them mainta in a balance-of-payments credit.
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UNLIQ UID ATED OBLIGATIONS

What amount do you have in the pipeline unliquidated for China?
Mr. Tennant. Based on a revised program, economic is $108,- 

812,000. Military is $282,784,000. The total is $391,596,000.
Mr. P assman. You have, out of the two spigots, only to the credit 

of China, an unliquidated amount of $391,596,000.
Mr. Tennant. That  is correct.
Mr. Passman. It  is understood, I am sure, that you will put together 

what you find available f rom the o ther sources and give a gra nd total? 

TOTAL AID TH RO UG H FISCAL  YEAR 19 61

Mr. P assman. What has been the total aid to China since the incep­
tion of the program?

Mr. Tennant. Total aid, milita ry and economic, including Public 
Law 480 and Exim Bank, is $4,150,300,000 through 1961.

PO PU LA TION  OF TA IWAN

Mr. Passman. What is the population of Taiwan ?
Mr. J anow. About 12 million.

I ndonesia

FISCAL  YEAR 19 6 2 PROGRAM

Mr. P assman. Indonesia is next. We went quite a bit  into that on 
yesterday.

Mr. J anow. Yes, sir.
Mr. P assman. You had an original program of $24,200,000 planned 

in 1962. Did that  hold firm?
Mr. J anow. Very close to that.  We obligated $22.8 million.
Mr. 1 ’assman. You are asking for a p rogram of $--------fo r fiscal

1963?
Mr. J anow. Tha t is correct.
Mr. Passman. Which is-------- the 1962 program ?
Mr. J anow. That  is correct. We had no development loans in 

Indonesia in 1962. We are anticipating  some.
Mr. Passman. In addition to this amount?
Mr. Poats. Included in that  total.
M r.P  assman. Those would be the development credit type of tran s­

actions?
Mr. J anow. Yes, sir.

LOCAL CURRENCY RE PAYM EN TS CREDITED FOR USE  IN  RE CI PIEN T C0UN TOY

Mr. Passman. Going back to Taiwan: I think  the record should 
show for China t ha t the previous loans are repayable in Taiwan dol­
lars ; this is, under the old Development Loan Fund ?

Mr. J anow. I believe so ; except one was repayable in U.S. dollars.
Mr. Passman. When those funds are paid into the Treasury  they 

are then credited back to Taiwan ?
Mr. J anow. Credited back to the Treasury to be used-----
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Mr. Passman. The Treasury sets up a credit to Taiwan  in the 
amount of the collection, and it goes back into Taiwan ?

Mr. T ennant. They are usable in Taiwan subject to agreement with the Republic of China.
Mr. Passman. For projects tha t might be mutually agreed upon?
Mr. Tennant. Yes, sir.
Mr. Passman. But the money is to the credit of Taiwan ?
Mr. T ennant. Technically they are U.S. Government holdings for use in that area.
Mr. Passman. That is righ t, in Taiwan.
Repayments under the new development credits will also go back 

into the revolving fu nd for the  program, and none of the money comes 
into the U.S. Treasury to reduce the public debt o r to pay our domes­
tic expenditures. Is tha t statement correct ?

Mr. Tennant. Credited back to the loan account created under leg­islation fo r use-----
Mr. P assman. I know there is legis lation, but it does not go back 

into the T reasury but back into the  fund  to be respent in the program  ?Mr. Tennant. Yes, sir.

TOTAL AID TO IND ON ESIA

Mr. Passman. Wh at has been the total amount of aid to Indonesia since the inception of the program?
Mr. T ennant. $598.9 million.
Mr. P assman. There is that much aid in Indonesia  ?
Mr. Tennant. Tha t includes Public Law 480, sir.
Mr. Poats. A substantial part  of that is Public Law 480.
Mr. P assman. Tha t does not matter.
(Off the record.)
Mr. Passman. You are dealing with two spigots only, are you not?Mr. Tennant. Two fun ds ; yes, sir.
Mr. Passman. Let us have the total. So, i t is $598,900,000 to this 

Belgrade Conference so-called neutral country since the inception of the program?
Mr. Tennant. Tha t is correct.
Mr. Passman. From those two spigots. You are going to put  the 

others together fo r us, are you not, so as to get the g rand  tota l ?Mr. Tennant. Yes, sir.

unliquidated obligations

Mr. P assman. Wh at amount do you have unliquida ted to the credit of Indonesia, from all spigots tha t you have available ?
Mr. Tennant. Our Jun e 30 estimate is $35,383,000.
(Off the record.)
Mr. P assman. Mr. Director, did you have sufficient funds  allocated 

to your region last year to carry  on an acceptable and satisfactory program ?
Mr. J anow. Yes, sir.
Mr. P assman. Thank you.

87948— 62 ------ 43
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Korea

FIS CAL 1 9 6 2  PROGRAM

What was the fiscal 1962 program for Korea ?
Mr. J anow. Obligations-----
Mr. Passman. Let us get the program, if we may, sir, and see if it 

held firm.
Mr. Poats. The program figure total  was $90 million for sup­

porting—
Mr. Passman. The total, if you will, out of the mutual security 

program?
(Off the record.)
Mr. Passman. What amount did von finally program ?
Mr. J anow. We finally obligated $125.7 million, apar t from mili­

tary  aid.
Mr. P assman. We have three sets of figures—those in the book-----
Mr. J anow. We have updated these, sir. for actual obligations.
Mr. P assman. So as to get off dead center, forge tting  about the 

figures in the book, how much did you obligate ?
Mr. Janow. $125.7 million. I though t that  was what you wanted.
Air. Passman. We always want the others, too.
Will you have a program in Korea in fiscal year 1963 ?
Mr. Janow. Yes, sir.
Mr. Passman. Wha t do you envision your 1963 program will be 

for Korea under this grant section ?
Mr. J anow. $--------of which $--------- is in the development loan

category.
Mr. P assman. Ts tha t development credit category the 40-year 

loans, no interest, 10-year grace period ?
Mr. J anow. Yes, sir ; development loans with a three-fourths  of 1 

percent credit  fee.
Mr. Passman. In what kind of currency is it to be repaid ?
Mr. J anow. Dollars.
Mr. Passman. Those dollars go back into the aid program, do they 

not?
Mr. Janow. Yes, sir.
Mr. Passman. If  any of them ever come back in ?
Mr. J anow. Yes, sir.

TOTAL AID  TH RO UG H FIS CAL YEAR 1 9 6 1

Mr. P assman. What has been the total of aid to Korea since the 
inception of the program ?

Mr. Tennant. Since the inception through fiscal 1961, mili tary and 
economic, including Public  Law 480, $4,958 million aid to Korea.

Mr. Passman. Tha t has nothing to do with our own military ex­
penditures  in that country ?

Mr. Tennant. No, sir.
Mr. Passman This is dealing with the mutual security  program ?
Mr. Tennant. That  is correct.
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UN LIQ UIDA TE D OBLIGATIONS

Mr. P assman. What have you unliquidated to the cred it of Korea?Mr. Gary. Will the gentleman yield. Does tha t include anyth ing for their milita ry expenditures?
Mr. Tennant. It  includes the military assistance program.
Mr. Poats. And milit ary budget support for the Korean Armed Forces.
Mr. Passman. The milit ary assistance program is always for thei r own governments. If  you have a military assistance program for these countries, the equipment you give them is absorbed righ t into their own military outfits ?
Mr. Poats. That is correct, s ir, but it is a very important contribu­tion to our own security.
Mr. Passman. There is agreement that  it is supposed to be.
What is the unliquidated balance to the credit of Korea ?
Mr. Tennant. Our revised estimate on the economic side, $213,- 180,000. The m ilitary estimate, $413,865,000. The to tal of those two appropriations, $627,045,000.
Mr. P assman. There is tha t much money in the  pipeline to Korea?Mr. Tennant. That is correct, sir.

Laos

Mr. Passman. What does your  project book show that  you would program for Laos in 1062 ?
Mr. Tennant. $39,400,000 was programed for supporting  assist­ance.
Mr. Passman. Is tha t gran ts ?
Mr. J anow. Yes, si r; it is grants.
Mr. P assman. Did you have anything  out of contingency fund for Laos last year ?
Mr. H arkins. Near the  end of the fiscal year, we made a $3 million cash transfe r.
Mr. Passman. So as to make that account balance out ?Mr. Harkins. No, sir.
Mr. Passman. For that  purpose ?
Mr. J anow. No, sir. That is r ight . It  was the June payment.

UN LIQ UIDA TE D OBLIGATIONS

Mr. Passman. Did you have anything unliquidated to Laos at the end of fiscal 1962 out of this grant aid ?
Mr. Tennant. The total  unliquidated for Laos based on the last program is economic, $8,531,000.
Mr. Passman. Tha t is the tota l ?
Mr. Tennant. Military assistance program, $33,060,000. The total of those two appropriations, $41,591,000.
Mr. Passman. $41 million is in the pipeline fo r Laos ?
Mr. Tennant. That is correct, sir, military and economic.
Mr. Harkins. Our actual obligations for economic assistance in Laos for 1962 was $27,500,000.
Mr. P assman. I am looking at your figure here of $27,500,000, but you have two different sets of figures.

f
(
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CO NTINGE NC Y FU ND  ALLOCATION

Could you tell us on what day of June you obligated out of the 
contingency fund to the credit of Laos ?

Mr. Poats. We have that  figure, sir.
Mr. Passman. Give us the date and the  amount.
Mr. J anow. The amount was $3 million.
Mr. P assman. Out of the President’s contingency for Laos on what 

date ?
Mr. Tennant. I show June  26, the date obligated. I believe it was 

programed earlier.
Mr. J anow. Yes, it was committed earlier. It  was actively obli­

gated on June 14.

PRESIDE NTIAL  A UT HO RITY  FOR T RAN SFERS BETW EEN ACCOUNTS

Mr. P assman. Does the President  have the r ight to  transfer out of 
one fund into the other? Can he tran sfer  from military into the 
economic categories?

Mr. Tennant. Yes, sir. There is a provision for transfer ring  be­
tween appropriations .

Mr. Passman. Who is going to tell us what justifications they used 
4 days before the  end of the fiscal year to tran sfer $3 million out of 
the contingency fund to Laos, with an unliquidated credit of 
$41,591,000?

Mr. J anow. The President made th is determinat ion himself, sir.
Mr. Passman. He made it personally ?
Mr. J anow. Yes, sir.
Mr. Passman. I wonder if anyone happened to tell the President 

tha t Laos had this tens of millions of dollars in unliquidated funds?
Mr. J anow. The amount that is in that  unliquidated pipeline would 

not have been useful for the purpose for which the $3 million was 
obligated.

Mr. Passman. You could have deobligated from military, every 
penny of it, and you could have reprogramed it. You could have 
trans ferred out of military into the economic spigots. Again, this 
seems to me to be a question of using this procedure to dry up the 
contingency fund.

FIS CA L YEAR 19 63 PROGRAM

Do you have any program for Laos in fiscal 1963 ?
Mr. J anow. Yes, sir, we have.
Mr. Passman. What is the total amount?
Mr. J anow. We have programed $ --------.
Mr. Passman. I s any part of tha t for budgetary support, cash 

transaction support ?
Mr. J anow. There may be some for tha t purpose.
Mr. P assman. Tell us fo r what projects the $ --------will be spent.

Let us pin it down.
Mr. Janow. Yes, sir, I shall be happy to.

T
)

A



673

BUDGETARY SUPPORT

Mr. P assman. If  you go to page 153 of your  own justifications, you
show; budgetary , or cash transactions, to Laos of $--------. Am I
looking at the correct figure in the book here, sir ?

Mr. J anow. Sir, there is a new government in Laos-----
Mr. P assman. Tha t 1 know. My question is: I)o you have in your 

justification book a budgetary  support, or cash transactions, request 
in the amount of $--------?

Mr. Janow. That  is in the book.
Mr. Passman. Did the Presiden t make a specific commitment to 

Prince Souvanna Phouma while he was here ?
Mr. Peterson. li e  did not.
Mr. Passman. Did you see this in the paper?
Air. Peterson. There are a lot of articles in the paper about Sou­

vanna Phouma.
Mr. Passman. I am talk ing about a commitment by our Govern­

ment to this outfit.
Mr. P  eterson. It was not well founded. I do not recall seeing it.
Mr. Passman. Your colleague has indicated differently.
Mr. 1 ’oats. It  was in terms of no specific commitment.
Mr. Passman. But  they discussed it ?
Mr. P eterson. The question of aid was a mat ter which Souvanna 

Phouma wished to  discuss in tran siting Washington, yes, sir.
Mr. P assman. Can you tell  the committee whether this $--------has

been recommended for increase, or will it remain as shown for fiscal 
1963 ?

Mr. J anow. Sir, I think the estimate of $-------- is still a fair
estimate.

Mr. Passman. Will you tell us the difference between the $--------
budgetary support and the other items involved ?

FISCAL YEAR  19 G3  PROPOSED PRO JEC TS

Mr. J anow. Yes, sir. In new obligational authority  we are asking 
for $--------for projects, and the projects are those which------

Mr. Passman. For projects ?
Mr. J anow. Yes, sir.
Mr. Passman. What projects? How much d id you give us as the 

figure ?
Mr. J anow. $--------.
Mr. Passman. Your book says$------- .
Mr. Janow. Yes, sir. The program has  been changed.
Mr. Passman. I t is up to $—----- ?
Mr. Janow. Yes, sir.
Air. Passman. Tha t means the entire program would move to 

$--------?
Mr. Janow. Not necessarily.
Mr. Passman. Not necessarily, but the figures you just gave us 

would so indicate, would they not ?
Mr. J anow. I just said I believe $--------is a fa ir estimate at this

time.
Mr. Passman. Will you reduce the budgetary support shown here 

by $--------?
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Mr. Janow. Sir, this  book was compiled last February.
Mr. P assman. Tha t is why I  am asking you the question. Do you 

propose to reduce it? What is your budgetary  support plan at this 
time?

(Off the record.)
Mr. J anow. Our plan at this time is something on the order of 

$--------as the minimum for import assistance. We may have to ex­
ceed that.

Mr. Passman. How about the other projects? You say that is up 
to $--------.

Mr. J anow. Yes, sir.
Mr. Passman. Tha t is $--------.
Mr. J anow. Yes, sir.
Mr. Passman. That  means this  is an inflated figure for fiscal year  

1963. You have no planned projects, even though you have increased
your project assistance from $— -----up to $—- — . You have given
us a lower figure on budgetary support. You have accounted for 
$--------. Tha t means this is in, reali ty, at this time, $--------.

Mr. J anow. No, sir.
Mr. Passman. For  what purpose is the $--------.
(Off the record.)

COM MOD ITY IMPORT FINAN CI NG

Mr. J anow. When I say tha t we probably will have commodity 
import financing of $--------.

Mr. P assman. $—----- -you said?
Mr. J anow. Commodity import financing of $--------. That  is a

bracket, sir.
Mr. Passman. It  says cash transactions. Are we speaking about 

the same thing?
Mr. J anow. No, sir. We have not come to the cash transactions as yet.
Mr. Passman. You used the same figure $--------. That is the rea­

son I asked the question.
Mr. J anow. This is based on an analysis of imports and commodi­ties.
We think we can get into commodity flow, directly  or indirectly  

financed, something between $------- and—
(Off the record.)
The difference of $--------between the  figure of $— ----- that I have

given you, th at is $------- of new obligational authority, and $———
for direct commodity financing, the $ ------- total estimate is the dif ­ference.

Mr. P assman. If  we should appropriate $--------for this program,
do you feel tha t you would have sufficient money?

Mr. Janow. No, sir.
Mr. Passman. For  what purpose are you going to use the other

$-----— ? Is tha t just a reserve you have there, in case you mightneed it?
Mr. J anow. Sir, I think last year we had a total of, not 1962-----
Mr. Passman. You are requesting $— ---- for  fiscal 1963. You have

explained tha t you may spend $——-— . Wh at we want to know is, 
what do you propose to  do with the other $--------, if  you get it ?
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Mr. J anow. Si r, the  Em bassy  h as asked fo r a prog ram of  $---------.
We  have  submi tted here a prog ram of $---------.

Mr. P assman. That  is cor rec t. Now tel l us fo r wh at purpose the  
$---------will  go? That  is all  we are  try in g to find out.

Mr. J anow. To  supp or t th ei r budget.
Mr. P assman. Th en  you have, in real ity , in th is  reques t a to ta l of

$---------fo r eit he r bu dg etary su pp or t or  t he  equiv ale nt of  c ommodity
or  balanc e-o f-paym ent s su pp or t ?

Mr. J anow. $---------, sir.
Mr. P assman. Do you  realize  th at  Laos in fiscal 1962, dr op ping  

back  a li ttl e over 7 mon ths  ago, whi le we were s endin g in th is  $3 mil lion 
a month, purch ased  $1,900,000 of  ou r gold? Tha t is ju st an othe r in ­
dication  of why  the gold rese rves  are  flow ing out.  The do lla rs flow 
in to those countrie s and ou r gold flows out  of  the  Un ite d Sta tes .

Mr. J anow. Al l o f t hat  go ld was  fo r I M F and IB R D  su bsc rip tion s.
Mr.  P assman. We establ ished ea rli er  th a t you ha d $41,591,000 in 

un liq uida ted  fu nd s out  of  the two  pip eline  cate gories.  You  are  go­
ing  to pu t toge ther,  are  you  not , fo r Laos, any othe r aid  cre dit s the y 
hav e from  the  oth er  sp igo ts ?

Mr.  T en na nt . Yes, si r.
Mr.  P assman. In  th is  acc um ula tion in economic aid  of $8,531,000, 

which inc luded $3 m illi on o ut of  contingen cy fund s on Ju ne  26, could 
you  tell us what  h appened to th e economic aid  fun d t hat  you  su spended 
ea rli er  t hi s ye ar  ? Did you  pe rm it it to accrue, and th is  is par t of  it, 
or  did  you d eobliga te i t and  pr og ram it e lsew here  ?

Air. J anow. I t was deprogram ed , sir.
Air. P assman. H ow did  you bu ild  up  to th ei r cred it in economic 

aid  $8,531,000?

U N LIQ U ID A TED  PRO JE C T OB LI GA TION S

Air. P oats. Tha t figure is e nt ire ly  un liq uida ted  ba lances  on pro jec ts. 
That  does not  include any  fina ncial a ssistance .

Air. P assman. Su bjec t to deo bligation if  you should  elect to do so?
Air. J anow. Yes, sir . A very lar ge  par t of  th at  is the  necessary 

lin k in  a ro ad system p aral le lin g th e Alekong River.
Air. P assman. I f  you shou ld follow my rec om menda tion , you would 

get  out of  th e road bu ild ing business un til  y ou ge t some of  these roa ds  
pla nned. I  do not th in k a road  proje ct has  ever been com pleted in 
th at  par t o f the wo rld  in keeping  wi th  the  or ig inal  estima te.

USE  OF  Q U A LIF IE D  PE RSO N N EL FOR E N G IN E ER IN G  SU RV EY S

Air. J anow. Si r, I have ap po int ed  as mission  di rector  to Bu rma 
a civi l engin eer th at  I form erly  tri ed  to hir e fo r my com pany, a di s­
tin gu ish ed  man . I th in k we are str on gly rep res en ted  in the  engi­
neeri ng  field the re.  Th e Corps  of  En gine ers is ac tin g as our agent 
in Bu rm a. Our  mission  includes, in ad dit ion  to Mr.  Ba rne s, oth er 
qua lified enginee rs. I am abo ut to hi re  a special  advis er on roads 
to my region . I do no t th in k you  wil l find t hi s rec ord  r epe ated.

Air. P assman . Th e Co rps of En gine ers is ava ilable , is it  not , as 
consult an ts all over  the  world  ?
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iXfr. J anow. I  do no t know about all  ove r th e world , bu t we some­
time s use them in my region  in coun tries where we hav e ar rang ed  
to  do so with  the  host government .

Mr. P assman. They are  avail able as con sul tan ts, even ou t on the 
job?

Mr. J anow. Yes, s ir ; in some co unt ries .
Mr. P assman . Cou ld no t the U.S . Co rps of  En gineers  pl an  the job 

just as  well in  one  cou ntry as i n a no the r?
Air. J anow. I  hope so, sir.  We  have ret ain ed  the  corps in Bu rm a, 

bu t obviously it  would no t be feasib le fo r us to uti lize th ei r services 
fo r al l of  our  construc tion p roject s.

Air. P assman . In  the  Un ite d St ates  t he re  are  c ondit ions sim ila r to 
con ditions  alm ost  any where  else. For inst ance, fro m New Or leans 
to Ba ton  Rouge we had to  work ou t ap prox im ate ly a 15- to  20-foot 
sill  even to ge t a road. I t  was pr op er ly  eng ineered, and we did not 
lose a foo t of  it. I f  a U.S . eng ine er can pr op er ly  eng ineer a pro jec t 
in the  Un ite d Sta tes , he should  be ab le to do i t o verse as; should  he no t ?

Air. J anow. Techn ica lly , th at  is correct.
Air. P assman. I  hope th at someday  a recommenda tion  wil l be 

acce pted  dow ntown to th e effect th a t ail  of  thes e pro jec ts int o which 
we are  go ing  to pour  the  Am erican  taxp ay er s’ money , in adv ance of 
any  com mitmen t or allo cat ion  of funds, be pr op er ly  eng ineered and  
be jus tified before  the  Congres s on the same bas is as proje cts  in the  
Un ite d Sta tes . We  have agr eed th at  there should no t be a double 
sta nd ard,  th at  the re sho uld  be the same type  o f sy ste m; tha t is, come 
up  w ith  a  favora ble  cost-benef it ra tio . I f  not , find somewhere else to 
spend th e money. You do no t q ua rre l w ith  tha t, do you ?

Air. J anow. I  could no t qu ar re l wi th  th at , sir , if, as I  sa id earlie r, all con ditions  were equa l.
Air. P assman. I wa nt  to commend you,  and  I mean it. You  have 

been fo rthr ig ht . You  are  the only person  who has ap pe ared  befo re 
th is committ ee as an engin eer  and mad e the  posit ive  and  fo rth­
righ t sta tem ent th at  if  an Ar my eng ineer cou ld plan  a pro jec t in 
the Un ite d Sta tes , he could pl an  one elsewhere. You  a re  th e o nly one 
who ha s recogn ized that, t he prog ram could  f al l of  it s own weight  i f it 
is no t tig hte ned up  to the  po in t th at  thes e proje cts  are justi fied.  I wa nt  to  commend you.

P hilipp ines

You  had  a fiscal 1962 pro gram  p lan ned o f $4,200,000 f or  th e P hil ip ­
pines. Did  that, hold f irm ?

Air. J anow. Alm ost,  s ir. Our  o bliga tions  were $4 mil lion .
Mr. P assman. You hav e a proje cte d prog ram fo r fiscal 1963 of

Air. J anow. Th at  is corre ct.
Air. P assman. Of  course, we accept  the  P hi lip pine s as our friends, 

an d we know that, they are,  but, I  wonde r if  the fa ct  th at we ruffled 
th ei r fee ling s a lit tle  e ar lie r in the year ha d an yt hi ng  t o do wi th the  
tremendo us increase  in the prog ram  fo r the Ph ili pp ines ? I t  is up , I 
believe, by ab out 900 perc ent  over last  year.

Air. J anow. No, sir.
Air. P assman. It. had  no th ing to do w ith  i t ?
Air. J anow. I t  is entirely  unrela ted  to  that .



677

Mr. Passman. Did this smooth th ings down a little  bit? 
Mr. Janow. This is the amount we have programed.
Mr. Passman. It  is about the program you had for  last year.

DE VE LO PM EN T LEN DIN G

Mr. J anow. Last year we had no development lending.
Mr. Passman. Are you t alking about tha t credit  whereby we give 

them money on a 40-year basis, no interest, 10-year grace period, and 
if anyth ing is ever paid back, it goes back into the fund ?

Mr. J anow. Yes, sir.
Mr. Passman. Percentagewise, you do have a bo ut --------as much

program in all categories for the Philippines in 1963 as you had in 
1962?

Mr. J anow. Tha t is correct.
Mr. P assman. Thank you, sir.
(Off the record.)

U N LIQ U ID A TED  OB LIGA TION S

Mr. P assman. What amount do you have unliquidated to the credit 
of the Philippines?

Mr. Tennant. Our June 30 estimate is $31,036,000. The greater 
portion of that is in the development loan category.

Mr. Passman. You have tha t much money in the pipe line to them. 
Any mil itary  funds?

Mr. Tennant. Milita ry aid, $37,827,000. Total $68,863,000.
Mr. Passman. Unliquidated to the credit of the Philippines?
Mr. Tennant. That is correct, sir.

TO TA L AID TH RO U G H  FI SC AL YE AR  1 9 6 1

Mr. Passman. What has been the total of aid to the Philippines  
since the inception of this  program  ?

Mr. Tennant. Milita ry and economic, including  Public Law 480 
and Export- Import loans, through 1961, $1,675,100,000.

U .S . T E C H N IC L IN  COST S

Mr. P assman. The cost of U.S. technicians in 1962 for the Philip ­
pines, could you give us the average ?

Mr. Harkins. In 1962, $927,100.
Mr. Passman. The justification  book shows $915,000, does it  not? 
Mr. Tennant. Tha t is correct, sir.
Mr. Harkins. Tha t is correct.
Mr. Passman. And you had 53. That means you have a cost out 

there of $17,260 per technician.
Mr. Harkins. I have no t done the  mathematics, sir. I t comes out 

to something over $17,000.
Mr. Poats. Tha t is right , $17,000-plus.
Mr. P assman. These technicians are in various fields?
Mr. J anow. Tha t is right.
Mr. Passman. Many of them will be continued right on through 

1963 in your projects?
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Mr. J anow. A good many.
Mr. Passman. Those to be replaced would be in similar fields, on 

the whole?
Mr. J anow. We are hoping for a very substantia l program re­

examination by our new Director there, former president of one of the 
Borg-Warner Corp., group, Ingersoll.

Mr. P assman. But many of the technicians will be in the same field. 
Those who come in and go back will be employed more or less in the 
same fields of endeavor in fiscal 1963 as in 1962 ?

Mr. J anow. 1 would say there has been no great change effected by 
this time, sir.

Mr. Passman. This is the patte rn we have run into all along the 
way, Mr. Janow. The pattern has been set all over the world.

In the Philippines in 1963, you will have 52 technicians, not 53, a 
drop of 1; but you increase your money request up to $1,375,000 and 
the pay per technician up to $24,520. That is the average. That is 
more than $7,000 per technician increase. In one area, across the 
board, everyone in the area went up by $6,000, on the average.

You people are given the same consideration as other branches of 
the Government, in that  if we are late in appro pria ting  the money each 
year, by a continuing resolution you can obligate funds at the same 
level as the previous year’s appropriation. Is tha t a statement of 
fact?

Mr. Tennant. Tha t is correct, sir.

WORLDWIDE PIP ELIN E AS OF J U N E  3 0 , 1 9 6 1

Mr. Passman. I believe when we came into fiscal 1961 the program 
had a pipeline of $5,975,397,000. Tha t was the unexpended balance 
on calendar June 30, 1961, which was the last day of the fiscal year.

Mr. Tennant. 1961, you said ?
Mr. Passman. Unexpended balance, June  30, 1961, last year, $5,- 

975,397,000.
Mr. Tennant. I thought  you were talk ing of the Philippines, sir.
Mr. Passman. I am talking about the worldwide program. Am I 

using the correct figures ?
Mr. Tennant. Yes; that  is correct, sir.
Mr. Passman. Then, last year there was a little bit of misunder­

standing at the tail end, and you got $3,935,248,000 unde r the mutual 
security program. Is that correct?

Mr. Tennant. Tha t is correct, sir.
Mr. P assman. This gave you a pipeline total available for expendi­

tures  out of this section alone, mutual security, of $9,910,645,000. Is 
tha t correct?

Mr. T ennant. Yes; that is correct for mil itary  and economic.
Mr. P assman. The total out of mutual security ?
Mr. Tennant. Yes, sir.
Mr. Passman. But, in all categories of  mutual security you with­

drew for expenditure only $3,198,100,000; is tha t correct ?
Mr. Tennant. Tha t is correct, sir.
Mr. Passman. We are running into these same types of built-in 

inflation this year. The record indicates tha t we appropria ted hun­
dreds of millions of dollars more last year than you needed because 
your pipeline was there for  you.
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Thailand

The fiscal year 1962 program in Thailand was $33,800,000. Did 
tha t hold firm ?

Mr. J anow. Our actual obligations in 1962 were $33,800,000.

CO NT INGE NC Y FU ND ALLOCATION

Mr. P assman. Did you have anyth ing out of the contingency fund 
for Thailand last year  ?

Mr. J anow. Yes, sir; I believe we did.
Mr. T ennant. $1,900,000.
Mr. J anow. Yes, sir. Tha t was fo r the support of border police. 

This is par t of our effort which arose because of the situation in Laos. 
We thought it necessary to substant ially increase their  equipment.

Mr. Passman. But tha t was for Tha iland  ?
Mr. J anow. Yes, sir.
Mr. P assman. It  had no thing to do with our own military expendi­

tures and our  Marines there.
Mr. J anow. No, sir.
Mr. Passman. We are dealing entirely with mutual security?
Mr. J anow. Correct.
Mr. P assman. You obligated out of the contingency fund $1,900,000 

for Thailand in fiscal 1962 ?
Mr. J anow. Yes, fo r the border patrol.
Mr. Passman. On what date did you obligate this $1,900,000 from 

the contingency fund ?
Mr. Tennant. This was on a number of dates, sir.
Mr. P assman. It  was $1,900,000 ?
Mr. J anow. I think  Mr. Hark ins has th at information, sir.
Mr. II arkins. Of the total $1.9 million, we obligated $332,800 in 

May and June.
Mr. Passman. Do you have it broken down ?
How much in May ?
Mr. Harkins. $290,000 was obligated the 2d day of May.
Mr. Passman. And the other  ?
Mr. Harkins. $42,800, sir.
Mr. P assman. Obligated in June?
Mr. Harkins. In June.
Mr. Passman. How about the prio r months? The total was $1.9 

million.
Air. Harkins. The other was obligated sometime earlier. I do not 

have the exact dates.
Mr. Passman. We want to find out when you obligated it.
Mr. Tennant. In January, $700,000; in ‘February , $136,000; in 

April , $731,000. The May figure, I think, was $290,000. And $43,000, 
in rounded figures, in June.

Mr. P assman. That  makes the total of $1,900,000?
Mr. Tennant. That is correct, sir.

UN LIQ UID AT ED  OBLIGATIONS  THROUGH FISCAL  YEAR 1962

Mr. P assman. Did you have an unliquidated funds to the credit of 
Thailand on June 30, 1961, in the mutual security program?
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Mr. Tennant. On economic, June 30, 1962, $45,978,000 was our 
estimate based on the revised program.

Mr. Passman. That was all eithe r economic aid, including  these 
development credits ; is th at correct?

Mr. Tennant. Economic aid or development loans, yes, sir.
Mr. Passman. Development cred its or loans? Are these the  items 

tha t have those 40-year, noninterest,  10-year grace, and so forth?
Mr. Janow. No, sir.
Mr. P assman. Let. us break them apar t. But, first, how much was 

the total credit in the economic field?
Mr. J anow. Obligated in 1962?
Mr. Tennant. The unliquidated,  $26 million in the grant  area, and 

$18 million in the loan area.
Mr. Passman. How much in the grant area ?
Mr. Tennant. $26 million.
Mr. Passman. $26 million of grant aid in the pipeline to the credit  

of Thai land on June  30 ?
Mr. Tennant. June 30,1962.
Mr. Passman. Do you suppose this program would have fallen and 

completely crashed if they had not received this $1,900,000 out of the  
contingency fund ?

Mr. Poats. We did not have a penny to spend for the border po­
lice in those unliquida ted obiigations.

Mr. Passman. You know you have the right  to transfer out of mil­
itary  assistance into tha t category, and you can also deobligate.

Mr. Poats. Yes, sir.
Mr. Passman. It  looks as if, all over the world, they just had to 

get rid of this contingency fund. Almost one-third of the total 
contingency account, or $87 million, was obligated in June of 1962.

T E C H N IC IA N  COSTS

IIow about the technician cost in this area ?
Mr. Poats. There are 142 technicians listed here.
Mr. Harkins. The total figure is 144.
Mr. Poats. The cost of technicians was $2,465,000.
Mr. Passman. By projecting the 1963 estimate you will increase 

it by four?
Mr. Poats. By four, and the cost goes jus t about accordingly, 

$2,564,000.
Mr. Passman. Which moves that up to  about $24,500 per year per 

technician ?
j  LO AN S TO TH A IL A N D

Mr. Poats. Mr. Hark ins is computing that  right now. While he 
is doing that,  you asked whether the loans to Thai land were on this 
no-interest basis.

Mr. Passman. ITe gave us the grants of $26 million, and the differ­
ence would be in loans. Pu t in the record the spread, the complete 
loans and credits, whatever type you have.

Mr. Janow. There was one dollar loan.
Mr. Poats. They are all interest-bearing.
Mr. Janow. And high interest-bearing loans.
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Mr. P assman. Do the repayments go back into the funds for plow- 
back into the program? The money does not go back into the 
Treasury ?

Mr. Janow. That is correct.
Mr. Passman. It  goes back into the fund.
Mr. H arkins. The average technician cost for  fiscal year  1962 was 

approximately $17,110, sir.
Tha t was the 1962 average.
Mr. Passman. How about the average for 1963 ?
Mr. Poats. It  seems to be about the same ratio.
Mr. Harkins. I think it  is a little  lower; $17,324.
Mr. Janow. The interes t rate runs from 3 to 5% percent.
Mr. Ford. Repayable in dollars ?
Mr. J anow. Some are, yes, sir. One made to the meat processing 

plant, 10 years, repayable in dollars, a t 5% percent.
Mr. P assman. You have several, have you not ?
Mr. J anow. Yes.
Mr. P assman. Why do you not put those in the  record.
(The information follows:)

Summ ary— Development loans  to Thailand (through Ju ne  SO, 196S)

Ty pe Ti tle  of loan Amount Dat e signed
Cu rre ncy 
of repay­

ment

In terest
rate Term

1. DL F
2. D LF
3. DLF
4. DL  
(AID )

Dredge fac ilities_________________
Bangkok power di str ibu tion______
Me at processing pl an t.................. .
Irrigation  projects__ ____________

Thousands 
1,750 

20,000 
750 

11,100

Feb . 10,1959 
Ma r. 6,1959 
Ju ly  16,1959 
Ma y 31,1962 ‘

Bah t—
.. .d o ___
Dollars.. 

.. .d o ___

Percent
5
5H
5%
3

Years
15
20
10
30

i D ate  author ized  by AID Adminis tra tor . Loan agreement no t y et signed.

Mr. Montoya. Do you not have some old loans which were repay ­
ment in bahts and have been paid in dollars?

Mr. J anow. In Thailand?
Mr. Montoya. Yes.
Mr. J anow. As you know, sir, tha t currency, for all practical  pur- 

purposes, is convertible.
Mr. Montoya. I was in Bangkok last year, and I understood they 

were making  some of the payments on the old loans in dollars.
Mr. J anow. I would not be surprised. The repayment schedule is 

not here, I am sorry.
Mr. Montoya. The reason I asked t hat  question is t ha t I want to 

find out what has happened to those dollars.
Mr. J anow. Perhaps the control ler could tell you.
Mr. T ennant. The dollars that are repaid  on the old development 

loans go back into the U.S. Treasury. We are not using them.
Mr. P assman. At page 205 of the justifications, you have the Bang­

kok power distribu tion project, No. 19. You had a $20 million loan. 
It  has duration, 20 years ; interest rate, 5y2 ; currency of repayment, 
the baht. If  you had a contrac t with Thailand, an original loan 
and the baht was to accrue to thei r account and be plowed back into 
projects in their  country, mutual ly agreed upon, the very fact tha t it
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had since  become a convertib le cur ren cy would not  a lte r th at  co ntract ; 
would it ( Wo uld  you get us a decision  on t ha t mat ter ?

Mr. Miller. Yes, Mr. Chairma n. We  sha ll be g lad  to supp ly that . 
(Off the  r eco rd. )
(The in form aiton  requested fo llo ws :)

R epay me nt  of Loans in  Conve rtible Curre ncy

The Development  Loan Fund loan No. 19 between the Metropolitan Elec tric 
Authority , the  Government of Thai land , and  the  Development Loan Fund is 
repay able in local currency . The loan agreement contains, a s do all the  Develop­
ment Loan Fun d local currency repay able loans, a section res tric ting the  use of 
the local currency  received in repayment of the loan. Basically the  section 
res tric ts the  use of the currency to use by the  Development Loan Fund or any 
agency of the  U.S. Government  for  the ir expe nditures  in Thailand, including 
expenditu res for loans or gra nts  u nder the mutual secu rity  program. Any othe r 
use of this currency must meet with the consent  of Tha iland. The fact  that  
Tha iland’s currency  was convertible at  the time of the signing of the  loan 
agreement, or subsequently  became so, would not alt er  the res tric tion s on the 
use of the cu rrency con tained in t his  loan.

Vietn am

Mr. P assman. V ie tn am : In  fiscal 1962, you ha d a prog ram  of  $152 
mill ion.  W ha t di d you win d up  ob lig at ing ?

Mr. J anow. $124.2 million.

FISCAL YEAR 19 63  PROGRAM

Mr. P assman. However , you  h ave  a  reques t fo r fiscal 1963, and the 
amoun t will be $---------?

Mr. J anow. Tha t is c orrect .
Mr. P assman. Whic h i s ---------.
Mr. J anow. Tha t is cor rec t.

UNLIQUIDATED OBLIGATIONS

Mr. P assman. W ha t have you  un liq uid ate d to  the cre di t of Viet­
nam in th e m utua l se curity c ate gory,  Mr.  C on tro lle r ?

Mr. T en na nt . On the economic side, $157,410,000; th e mili ta ry  as­
sista nce  prog ram, $142,514,000. Th e tota l of those tw o is $299,924,000.

Mr. P assman. Does th at  t otal  inc lud e th e revised m ili ta ry  pr ogram  
fo r Vietn am ?

Mr. T enna nt . No, sir . These  mili ta ry  figures hav e no t been ad ­
justed.

Mr. P assman . W ha t is the  am ount of  the  revi sed  prog ram ?
Mr. T enna nt . I believe in iti al ly  the  prog ram  was in the  presen ta­

tion books  a t $---------, an d was revised, I believe, d ur in g the presen ta­
tion to  $---------.

Mr. P assman. Even with the revised figure, we stil l ha d amp le 
mili ta ry  fund s to ca rry  out th e program , because you ha d a deo bliga­
tion item  in two pa rts , am ounti ng  to $521 mi llio n—$317 mil lion  de- 
obligated, squeezed out , recouped, or  run down, any terminolog y you 
want to use;  bu t it was tak en o ut  o f a p hony ob lig ation  fro m previous 
yea rs, and plow ed back in. Now, the y hav e an ad di tio na l $204 m il­
lion in the  ai r and are  af ra id  to deo blig ate  it, af ra id  the y will  lose it. 
They are  wa iting  to see what the  commit tee will  do.
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REEVALUATIOX OF EXCHANGE RATE

file United States  has long been urging  tha t the exchange ra te of 
their  currency be changed from 35 to $1 to 60 to $1. Did we ever 
accomplish tha t currency reform ?

Mr. J anow. Yes, s ir; we have accomplished this by gettin g them 
to insti tute-----

Mr. Passman. Wh at is the exchange rate at this time ?
Mr. J anow. The effective exchange rate is something on the order 

of 60 to l.
Mr. P assman. That is the rate we originally recommended ?
Mr. J anow. Yes, sir.
Mr. Passman. Could you tell us the cost to the United States in 

prior  years as a result of this artificial  rate ?
Mr. J anow. I think tha t is a very complicated question.
Mr. P assman. It  surely is, but these are complicated dollars we are 

going to spend, because we have to borrow them, the hard way. Could 
you try to get that information for  us ?

Mr. Janow. I have no such estimate for  your presently.
Mr. Passman. Will you try  to get it for us ?
Mr. J anow. I can try.
(The information requested follows:)

I mp or t T ax es  an d E xchange  R at e— V ie tna m

The purpose of the commercial imp ort prog ram in Vietnam is to enable  th at  
country  to meet requ irem ents  for  the import of essenti al goods which it canno t 
purc hase  because its  own foreign exchange earnings are  too small. This  
prog ram covers a wide range of items from consum er goods to raw ma teri als  
and  ind ust ria l machinery . Thi s ass ista nce  is made  ava ilab le in the  form of 
dol lar cred its which  the Govern ment of Vietnam sub auth orizes (i.e., sel ls) 
thro ugh  the  Nation al Bank  to Vietnamese  imp orte rs for eligible importa tions. 
The U.S. ass ista nce  covers only the dire ct dol lar cost of the impo rted items 
plus  insu ranc e and freight .

The proceeds accruing to the  Govern ment of Vietnam  from the sale of the 
foreig n exchange and  the vari ous  taxes and charges on the  impo rts con stitute 
an imp orta nt element of the tot al revenues received by the Vietnam ese Gov­
ernment. It  is from these revenues th at  the Vietnamese  Government mus t 
def ray  the  very larg e defense  and  secu rity expend itur es needed to repel Com­
mu nist aggression .

The taxe s paid by Vitnamese imp orte rs do not const itu te a char ge to the 
U.S. aid progra m which def ray s the cost only of the imported items. Quite 
to the con trar y, the value  of thes e taxes also helps to iinance the wa r effort 
and  withou t these  tax es there mig ht be a need fo r even greater  amounts of 
U.S. aid.

Pr ior  to Janu ary 1962, the  official excha nge ra te  was  35 pia sters per U.S. 
dolla r. Aid impo rts generat ed an average  of 54 pia ste rs per dol lar for deposi t 
into the  counterpar t fun d because these  deposits includ e imp ort taxes. Since 
Janu ary 1962 the  effective excha nge ra te  for U.S.-financed goods has  been 
rais ed to 60 piaste rs per U.S. dollar, and deposits into  the cou nte rpa rt fund 
generat ed by ai d financed impo rts average  74 pia sters per dollar.

Since 1959, the level of the commercial import program to Vietnam  has  been 
rela ted  directly  to the  cou ntry’s bala nce  of paym ents requi rements. In othe r 
words, the  amount of U.S. ass ista nce  is directly  tied to Vietnam’s needs for 
esse ntia l impo rts beyond those which can be financed by the cou ntry ’s annual 
net foreign exchange  earn ings . Thus, as fa r as U.S. aid planning is concerned, 
the volume of gene rated  local curr ency  is no longer the det erm inant of our 
commercial import program aid  level.

While the  ra te  of exchange does not  affect the cost to AID of financing 
aid  imports, it  could be argu ed th at  an ear lie r adj ust me nt of the  exchange 
ra te  would have  reduced the  deman d for impo rts and consequ ently for  American
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aid by rais ing the  prices of impor ted goods. But it  is impossible to quantify 
the reduction of imports that  might  have resulte d from such an ear lie r devalua ­
tion, because no prec ise estimate can be made rega rdin g the effect on Vietnamese 
buying hab its result ing  from a price  rise. Moreover, a pre cip itate price  rise 
might have led to  popular discontent, thereby exac erba ting  the political problems 
of the  Vietnamese Government.

TAXES ON AID GOODS

Mr. Passman. Will you tell us whether or not this country taxes 
our aid goods that  go in ?

Mr. Janow. Yes, they do.
Mr.l ’assman. Thank you.
Air. Poats. The taxes go into the counterpart funds.
Mr. Passman. I do not care into what funds they go. You have 

answered the question.
Mr. Poats. It  is very desirable from our point  of view.
Mr. Passman. It  is desirable ?
Mr. Poats. Yes, sir. It  puts more money into our jointly controlled 

counterpar t fund rather than leaving it in outside control to spend for 
nonessential purposes.

Mr. Passman. They tax our aid goods-----
Mr. Poats. We insist that they do that.
Mr. J anow. It goes into their budget.
Mr. P assman. Does the  money come back to us, or does it go into 

their  budget ?
Mr. Janow. It goes into their budget.
Mr. Passman. And we insist tha t they tax our aid goods ?

TAX REVENUES DEPOSITED TO COUNTERPART ACCOUNT

Mr. P oats. We insist tha t the taxes he put  into counterpart funds.
Mr. Passman. Vietnam taxes our aid goods which are shipped in?
Mr. Janow. With  our consent.
Mr. P assman. Vietnam taxes our aid shipments into the country?
Mr. P oats. Tha t is correct ; the commercial import program, yes.
Mr. Passman. When they tax it, the money goes into the ir treasury ?
Mr. Poats. Tha t is correct.
Mr. P assman. You said  that we concurred or ins isted they do that .
Mr. P oats. Tha t money goes into the coun terpart funds , over which 

we have control.
We concurred in it.
Mr. Passman. We did not insist, then, t ha t they tax  our goods?
Mr. P oats. The point of insistence I was tryin g to  make is tha t we 

insist that the tax revenues f rom this collection go into the counter­
part funds.

Mr. P assman. Certainly you should.
Plow much have we had to pay in taxes on our aid goods that went 

into the ir treasury ?
Mr. Poats. We have not had  to pay any taxes. These taxes are 

paid by the importers, the Vietnamese merchants.
It  is not added to our cost at all. We pay for  the dolla r cost of 

the commodity, plus freight , but not for the taxes.
Mr. J anow. I do not understand why this  long-established com­

mercial import system is being criticized.
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Mr. F ord. Could we have an explanation of how this works, as a 
practica l matter?

Mr. Passman. We ship out of New York, we shall say, 100 trucks 
too Vietnam, at $1 million. Of course, tha t invoice goes eventually  
to the U.S. Treasury for payment. Upon receipt of these trucks  in 
Vietnam, on what basis do they tax them before they can enter the 
country ?

Mr. Poats. The Vietnamese importer pays for these trucks with 
piasters. He pays both the converted value in piasters of the dollar 
invoice, and the  Vietnamese national taxes. There are several taxes— 
principally the defense and economic development tax, and custom 
duties. He pays the  to tal of the taxes and the conversion of dollars 
into piasters. The to tal amount goes into the counterpart funds, over 
which we have control.

Mr. P assman. You mean it goes into a fund of their  own currency 
to be used in their  own budget ?

Mr. P oats. Which we direct.
Mr. P assman. You direc t their  budget ?
Mr. Poats. We direct all of the counterpart funds.
Mr. P assman. Wh at is the amount of tax on th at million dollars?
Mr. J anow. I t depends on the commodity.
Mr. Passman. The trucks ?
Mr. Poats. I do not have the truck  tax with me, bu t the general 

picture is tha t there is a total of about a 25-piaster tax  as a base. This 
is the defense tax tha t was established dur ing the war period.

Air. P assman. We are still dealing with aid goods now.
Air. Poats. 25 piasters on the dollar  is the basic tax. There is an 

additional customs duty.
Air. Passman. If  the currency value is 60 to  $1, and the tax is 25 

piasters, th at would be about 35 percent, would it not?
Air. P oats. No, sir. This basic tax, as I was gettin g ready to finish, 

is included in the 60-to-$l figure which Air. Janow mentioned. The 
formal  exchange ra te is still 35 to 1. In addition , there is the special 
defense and economic development surcharge which adds an addi­
tional 25 piasters, making the effective rate of exchange 60 to $1. Then 
in addition  to that,  there are custom duties based upon whether an 
item is a luxury item or an essential item.

Air. P assman. We are still talk ing of the aid program ?
Air. Poats. Yes, sir.
Air. Passman. If  you ship in commodities to Vietnam in the amount 

of $100 million, is that  handled throu gh an importer in Vietnam, or 
does it go to the Government ?

Air. Poats. Those goods which are purchased for Government ac­
count, of course, are handled directly by the Government.

GR ANT  AID

Mr. P assman. Our gran t aid is entirely  to help the Vietnamese? 
Air. P oats. Yes, sir;  both the Government and the general economy. 
Air. P assman. How much g ran t aid did you have for Vietnam in 

fiscal 1962?
Air. J anow. $112.9 million in the SA category.
Air. Passman. This  was grant  aid to Vietnam ?

87 94 8— 62— pt . 3------44
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Mr. Janow. That is correct.
Mr. Passman. Did we ship all of this  aid, all of whatever goods 

were requisitioned against it, directly to Vietnam, or did it go to 
an importer in thei r country?

Mr. J anow. A great part  of this was brought in through com­
mercial channels.

DISPOS ITIO N OF GRA NT AID GOODS

Mr. P assman. This is a gift of our country to Vietnam, the Gov­
ernment.

Mr. J anow. Tha t is correct.
Mr. P assman. Even though this $112 million is a gif t on our par t, 

when it reaches Vietnam you have some importer there who, in many 
instances, receives the goods?

Mr. J anow. Yes; and he pays fo r them.
Mr. Passman. Then he sells them in Vietnam, and there is a tax 

added.
Mr. J anow. Tha t is correct.
Mr. H arkins. We are making available to the Vietnamese Gov­

ernment in the commercial import category, dollar credits, which 
can be subauthorized to Vietnamese importers.

Mr. Passman. But you are not shipp ing directly to Vietnam, but 
are shipping to a second party, and they, in turn , tran sfer  it to the 
Government ?

Mr. Harkins. No, sir.
Mr. J anow. No, sir. We are try ing  to  support a private economy 

in Vietnam. We are against state trad ing as a matter  of policy. The 
private commercial importer buys his exchange to impor t items 
which we are willing to finance. Wha t he pays in piasters now 
amounts to about 60 piasters for  1 U.S. dollar. In  addition, there 
are o ther taxes.

Our reason for giving this money to Vietnam is twofold. One is 
to support the commodity requirement of tha t beleaguered country 
and, two, to give the Government the revenue it  needs to conduct its 
mili tary  operations.

Mr. Passman. The importer in Vietnam evidently has a profit in 
this transaction. We are shipping out against these credits. Nothing 
comes back to our country. As far as we are concerned, it is grant aid.

Mr. J anow. It  is g rant aid.
Mr. Passman. But it is received by one of the merchants in tha t 

country, and he. in turn , sells this  to the people in the country.
Mr. J anow. Tha t is correct.
Mr. Passman. On tha t basis, unless this man is good enough to 

tell each one of the purchasers tha t this is a g ift from America, they 
never would know about it;  would they?

Mr. P oats. No, sir. All items which can be labeled are labeled with 
the insignia of the U.S. aid program.

Mr. Passman. I guess that is how that cement got into those Russian 
projects ?

Mr. J anow. There are no Russian projects in Vietnam, sir.
Mr. P assman. I am speaking now in general terms. It  is, I believe, 

understood tha t there have been any number of instances of mixing
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of aid funds. We give ours, Russia sells theirs, and it winds up in 
a project. Tha t is a statement of fact, is it  not? The AID people 
have agreed to it.

Mr. Boats. The giving versus selling was the thing I was shaking 
my head over.

Mr. P assman. A lot of this stuff could not be identified because it 
is in bulk.

A grea t many of those who receive this, of course, are not educated, 
because the literacy rate is low. What is i t in Vietnam?

Mr. J anow. It  is not so bad in Vietnam. I think it is up to 40 
percent.

Mr. P eterson. Twenty to forty  percent.
identification of u.s. grant aid

Mr. Passman. How would those people know whether the aid is 
actually a gi ft from the United States?

Mr. J anow. A consistent effort is made to identify  our aid, not 
only through the emblems put on every thing possible, but on the crates. 
You know there  is a standard  marking requirement which goes on 
the outside containers; it goes on the inside containers, and on the 
article its elf when tha t is possible.

Mr. P assman. If  it  is cleared throu gh a church organization, or an 
agency of simila r nature , they usually have thei r label on it?

Mr. J anow. But  tha t does not permit them to eradicate our emblem. 
They cannot do tha t.

Mr. Passman. You have shipped loads of this stuff which goes out, 
and it is sent-----

Mr. Janow. Bulk commodity.
Mr. P assman. Sent to the care of some religious o r other organiza­

tion. They, in turn,  do the distributing. We find, almost without ex­
ception tha t they credit the organization for  providing the aid, and not 
the U.S. Government and taxpayers .

Mr. Janow. I shall be happy to investigate this, sir.
Mr. Passman. I wish tha t you would.
I think it should be shown as coming from our Government, and 

not from the dis tribu ting church or organization.
(The informat  on follows:)

Distribution of Title II I,  Public Law 480, to Voluntary Agencies

Surp lus agr icu ltu ral  commodities donated to voluntary rel ief agencies under 
the  provis ion of  t itle II I,  Public  Law 480, as amended, f or use in the assistance of 
needy persons outs ide the  United States, are labe led with  the statement  “Donated 
by the people of the  United Sta tes  of America. Not to be sold or exchanged.” 
This  mandatory label is printed on all commodity con tainers in English  and in 
the  language of the recipien t country  prior to shipment in accordance with  the 
provision of sect ion 305, t itl e I II , Publ ic Law 480, as amended.  The specifications 
require  that  the  let ter  size and spacing of all Government labeling occupy not 
less tha n 20 inches on both fro nt  and back of gra in or grain product bags and 
th at  such labeling be not less tha n 6 inches  from the  bottom of the bag. The 
specifications fu rth er  require  t hat  the  name of the  donat ion stat eme nt be in 1% 
inch lines. Volun tary agency labeling, if requested, shall  not be gre ate r tha n 
one-half inch in heigh t per line and  shall be placed on the fro nt of the bag below 
the Government marking  within the  allowed 6-inch space. Usually th e volu ntary 
agency markings include the nam e of the agency and the  port  of destination , using 
two lines. In the case of bags oth er tha n for  grain , consignee mark ings are  
authorized through the use of tag s atta che d to the  containers. The source of
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the  d ona tion is also publicized by th e vo luntary agencies in the  form of posters, 
leaf lets , an d by word o f mo uth.

SHIPMENT OF GOODS TO LICENSED PRIVATE IMPORTERS

Mr. Montoya. Following up the questioning of the  chairman, why 
is it necessary tha t these shipments go to an importe r rather  than 
directly to the Government?

Mr. J anow. Sir, I think  in any case it is desirable to encourage 
a healthy private sector. There is one established in Vietnam. They 
have experience even under the French.

Mr. Montoya. Who selects these importers?
Mr. J anow. These importers apply  for licenses to import. They 

have chambers of  commerce; they have economic councils; they have 
committees of those interested in particular commodities. There  is a 
surprising amount of economic and indust rial and commercial 
organizations.

Mr. Montoya. Will you insert in the record a list of the importers 
handling our  goods in th is country?

Mr. J anow. I would be glad to. It  may take some time to get.
(Note.—The in formation was supplied  to the committee.)
Mr. Montoya. Do these importers get a commission?
Air. J anow. They have to make a profit ; of course, sir.
Mr. Montoya. What is the average commission?
Air. J anow. Their average profit?
Air. Montoya. Yes.
Air. J anow. This question I  cannot answer.
Air. AIontoya. AVell, if you were not dealing with these importers 

it then stands to reason tha t what we give to  these countries would 
take less dollars. Is tha t correct?

Mr. J anow. No, sir ; it  does not follow. It  would seem to me highly 
unlikely that an entirely Government-managed import program 
could be done as efficiently. I  would suspect there would be more 
people involved, there would be more bureaucracy, a l arger investment 
m warehouses and distribution. This would be a terribly complex 
undertaking.

What we are talk ing about here, sir, consists of hundreds of items 
which consti tute a nat ion’s impor t requirements.

Air. P assman. A man is in business not for his health, bu t to make a 
profit ?

Air. J anow. Yes, sir.
Air. P assman. It  would take some person who is well received by the 

government to get an import license?
Air. J anow. Of course, they have to get a license, sir.
Air. P assman. He is making a profit in receiving and sending these 

shipments into the local economy ?
Air. J anow. Of course.
Air. P assman. Do you happen to know tha t in Laos, under a simi­

lar  arrangement, it got completelv out of control and we were making 
millionaires almost- by the day under the AID program?

At one time more than 90 percent of the exports to tha t country were 
actually being received in Thailand, and a substan tial amount was 
being channeled into other countries at a terrific premium.
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How are you going to control the profits of this individual, when he 
makes a profit in such a way ? He takes his profit and converts it, no 
doubt, into a type of foreign exchange for which he can get dollars. 
Tha t is what they did in Laos.

This is a very serious m atter, Vietnam notwiths tanding. I think 
you have given them more than  they can absorb in their  economy. 
This was testified to last year and the year before, tha t we were giving 
them all the aid they could absorb, yet  the A ID program is increased.

Would you ascertain how many importers are in Vietnam, and 
whether there is a limitation ?

Mr. J anow. Yes, sir.
Mr. P assman. Also, where there is a limitation, dollarwise, as to 

the amount of the  imports, what h is commission is, whether  it is fixed, 
whether he has some sort of plowed-in overhead. Would you get that 
information ?

Mr. J anow. Yes, sir.
Mr. Passman. Off the record.
(Discussion held off the record.)
Mr. Passman. I yield  to the distinguished gentleman from Virginia.

FAV ORITISM IN  ISSU ING IMPO RT  LIC ENSES

Mr. Gary. I s it not tru e that several years ago we had evidence from 
another country in this  general area which was using a similar system 
of imports, and tha t part icul ar country  required a license for im­
porters, and the only importe r of drugs  was the wife of the Minister 
of Health,  who was buying aspir in tablets for 1 or 2 cents each and 
selling them for 15 cents each ?

Mr. Passman. I wonder if you want to give us a report on this 
project ?

Mr. Andrews. The ultimate  consumer there pays for whatever  he 
gets.

Mr. J anow. Tha t is correct.
Mr. Andrews. So f ar  as he is concerned we are  not giving him any 

aid.
PRO FITS ON GRANT AID GOODS

Mr. J anow. Sir, he would not get th is commodity unless we gave his 
country aid.

Mr. Andrews. I say so far  as he is concerned, he is not gettin g any­
thing for free. He is paying for it.

Mr. J anow. That is correct.
Mr. Andrews. And somebody is making a profit on it ?
Mr. Janow. That is correct.
Mr. Andrews. And we are giving it to them. Is th at right?
Mr. J anow. No, sir ; we are not giving  it to the man making a 

profit.
Mr. Andrews. We are giving it to the country.
Mr. J anow. That is right.
Mr. Andrews. Tha t country is sell ing it to the importer.
Mr. J anow. These questions sound as i f the Members of Congress 

were against the profit system, and I am sure tha t is not the impres­
sion you wish to convey.
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Mr. Andrews. I don’t think yon get what I have in mind. We are 
giving that country millions of dollars worth of merchandise. Is 
that, right?

Mr. J anow. Tha t is correct. We are giving dollar credits which 
they can use to import merchandise.

Mr. Andrews. We give it to the government of that  country. Is 
that right ?

Mr. Janow. Tha t is correct.
Mr. Andrews. Tha t government sells it to the importer.
Mr. Janow. That  is correct.
Mr. Andrews. Tha t importer sells it to the consumer. I speak of 

the man on the street who buys it, who is an ultimate consumer.
Mr. Janow. Yes.
Mr. Passman. How could that man-----
Mr. Andrews. He should have no reason to feel gratefu l to the 

United States  for our aid program. So far  as he is concerned it is 
purchased merchandise.

Tha t is right,  is it not ?
Mr. Janow. Yes, sir.
Mr. P assman. It is impossible for a large  percentage of those peo­

ple to know tha t this is a free g ift on the par t of America. Instead 
of working and developing their own economy, they have created a 
business by taking  what we are giving that  country and selling it to 
the people and earning a profit ?

Mr. J anow. Yes, sir.
Mr. P assman. I am not against profit, but I am certainly  against 

profiteering on something which is supposed to be grant  aid to help 
the individuals, and they cannot know the story.

Mr. Andrews. I shall ask unanimous consent that we have inserted 
in the record at this point one or two examples of different classes 
of merchandise, what the original cost was and what the cost to the 
ultimate consumer over in the country was.

If  it is aspirin, I want to know what the wholesale cost is in this 
country and what it cost that man who bought it there and took it for 
a headache.

Mr. P assman. It should be broad enough to cover all categories, 
food, hardware, pharmaceuticals, and whether an importer  is limited 
to a million or $5 million a year, and to what his profit is limited.

Will you get that information ?
Mr. J anow. We shall be happ y to.
(The information supplied fo llows:)

I mpo rt s I nto V ie tnam

Imports into Vietnam are stric tly licensed by the Vietnamese Government. The issuance of licenses is based on es timates by Vietnamese officials, made in 
conjunction with U.S. officials, on the estimated requirements for imported goods 
needed by Vietnam in order to maintain  minimum levels of economic activity.

Imports are usually made through commercial firms organized under the laws 
of Vietnam. There are 791 importing firms registered with the Vietnamese Government.

Import licenses are allocated to the various importing firms under a quota 
system. The quota, established quarter ly, is based on several fac tor s: imports 
during preceding years, local production, the status of the economy, and indus­
trial requirements—the relative weight of each factor depending on the type of 
commodity required. The quota is divided quarte rly between importers under
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a point system, each imp orte r receiving a number of points  prop ortiona l to volume of business in preceding years and fac iliti es for mark eting . The quota system applies to vir tua lly  all imports except heavy machinery  and equipment. In the case of c api tal goods imports, the  importer is usua lly the  producing firm, who may apply for  cap ita l goods imports at  any time. Of the tota l number of importers, approximately 75 percent were granted licenses totalin g less than  $30,000 in fiscal yea r 1961.

The use of a  large  number of importing  firms introduce s a sub stantial element  of competit ion which in itse lf cont ribu tes to the  main tenance of a reasonable  price  level f or imported goods. This  competi tion is supplemented  by str ic t price  contro l regu lations which limit the profit marg in th at  may be charged by im­porters,  wholesalers , and retailers .
There are  l isted  below examples showing the  calculations for 2 items (canned milk and rolled steel ba rs)  financed with  supporting ass istance  funds. The wholesale  and  re tai l markups indicated are  based on official price  regu lations, but there may he slight varia tions due to fluctuatio ns in marke t demand and differences in the amount of banking, domestic  transp ortation,  and  othe r charges.
The import of these goods is financed with foreig n exchange granted by the United States to Vietnam and  sold by the la tte r to individual importers . Since the import of the goods is a responsib ility of the individual importers, shipments are  addressed to him ra ther  tha n to the  Government.

Examples o f merchandise imports— Show ing origina l cost and cost to 
ult imate  consumer

A. Mild steel round ba r, DIA, 10-millimeter length : 12M (1 metri c ton) :Supp lier’s price  (f.o.b )___________________________________ $120.00Ocean tra nspo rta tio n and  insu rance________________________ 16. 05
Cost of goods l ande d Vietnam (c. i.f. )_____________________  136. 05

Custom tar iff _____________________________________________ 11. 90Banking , domest ic transp ortation, warehouse, and other miscel­laneous cost s_________________________________________  5. 55Wholesa le markup________________________________________  11. 90Retai l markup____________________________________________ 12. 70
Sub tota l______________________________________________  42. 05

Final cost to consumer___________________________________ 1 178.10
B. Sweetened condensed milk  (pe r case of 48 cans) :

Supp lier’s price  (f.o .b.)__________________________________  9.70Tra nsp ortation and insura nce _____________________________  . 94
Cost of goods landed Vietnam (c. i.f .)_____________________  10.64Custom tar iff___________________________________________  (*)Banking, domestic, transp ort ation , warehouse and  other miscel­laneous costs________________________________________  . 43Wholesale markup_______________________________________ . 56Retai l markup__________________________________________  . 75
Fin al cost to consumer_________________________________  12. 381 Converted from pias ters  a t 60 p ias ters  per U.S. dollar (including  25 pias ters  per dollar for defense and economic stab iliza tion  tax ).3 Exempted.

Mr. Gary. What I was trying to point out is tha t this system is pregnant  with possibilities for fraud, graft, and corrupt ion, and it should be carefully policed.
Mr. P assman. You will certainly understand tha t there have been simila r conditions in other  countries.
Mr. Gary. That is w hat I was trying to point out. It should be carefully watched in this country.
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Mr. Montoya. I would like to request as p art  of the information 
tha t you also add a list of countries where this practice has been going 
on.

Mr. J anow. I shall be happy to do that, for my region, sir.
Mr. Passman. And, whether the shipments leave with  the address 

of the  country of South Vietnam or whether they leave addressed to 
the importer in tha t country.

I am interested in the people of that country knowing where it is 
coming from. If  I  lived in Vietnam, and I  had to get up $4 to buy a 
sack of flour, or the equivalent in the ir currency, it would be rather 
difficult for me to give Uncle Sam credit for  it.

Mr. Montoya. I would like to have tha t information personally so 
I will not have to wait until next year to read it in the hearings. I 
would like a copy of that informat ion.

EFFORTS TO PRESERVE CO MP ETITION

Mr. J anow. Sir, I would like to say one word on this  subject, if I 
may, since I am the witness here.

We are not aware tha t there exists in this import mechanism in 
Vietnam any monopoly. In fact, a deliberate effort has been made to 
keep the maximum amount of competition alive among the importers.

They sell their  imported products  through a marketplace tha t is 
pretty well organized for southeast Asia, and there is composition in 
this marketplace.

Wha t the Congressman says is, of course, basically true. Wherever 
there is a licensing system the re is the opportunity  for special treat­
ment.

Mr. Montoya. Do you mean to say when these products  go into 
Vietnam tha t the products are made available to the  entire southeast 
Asian market?

Mr. J anow. No, sir ; I was talking about Vietnam. I was com­
paring the condition-----

Mr. P assman. In  this country investigations are going on every 
day, and many times prosecutions and many times confessions. You 
know, people frequently do get thei r heads together and it  could easily 
happen over there.

Mr. J anow. We are aware of that.

EFFECT OF GOVER NMENT  CONTROLS OVER IMP ORTS

Mr. Ford. What would be the alternative  to this system, Mr. Janow ? 
The alte rnative, as I see it, would be a complete and total Government 
monopoly.

Mr. J anow. Exactly.
Mr. F ord. Which in practice and theory could be more unsat isfac­

tory than this system. Wh at would be your observation on that?
Mr. J anow. I think  it would be infinitely worse i f this system of 

using private importers to the maximum extent possible were demol­
ished and a system of Government importation and Government dis­
tribution were substituted for it.

I think, first of all, it would be fa r less competent.
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Second, I believe it  would not reach the people. It  is too big a job 
to be organized by this Government.

Third , I think it would be full of abuses.
The fact tha t someone makes a profit in the course of handling an 

AID  financed shipment seems to me, if the profit is reasonable, a rea­
sonable oppor tunity .

Mr. F ord. Plus  the possibility of a tax benefit to the Government 
from the profit that  is made.

Mr. J anow. There is an income tax system. There is an excise tax 
system. These taxes suppo rt the efforts of the Government in Viet­
nam, which is what we are try ing  to do.

Mr. Passman. How many countries are in your area ?
Mr. Janow. Nine, sir.

COMMODITY IMPORT SYSTEM IN  OTHER EAR EAST COUNTRIES

Mr. Passman. Do you have the same type of system in all nine 
countries?

Mr. J anow. No. sir.
Mr. Passman. In  how many countries do you have it?
Mr. J anow. In  Korea; there was a system like this in Taiwan 

when we had supporting assistance there;  there is a system like this 
in Vietnam; there  is a licensing system in-----

Mr. Gary. I know there is in Laos.
Mr. J anow. There used to be. We are t rying to reestablish it now.
Mr. Passman. Please provide us a list of all the nations to which 

we are giving aid where you have a system similar to t hat  in Vietnam. 
Will you give us that in format ion ?

(The information supplied follows:)
A ID  Gran t F inan ce d Commercial  I mport P rograms

Africa -Europe—Im por t license systems were  in  effec t in fiscal year 1962 in  the 
following countrie s which received AID-financed comm odities: Cameroon, 
Guinea, Kenya, Morocco, Senegal, Spain, Tunisia , Uganda , Yugoslavia.

Latin  America—Bolivia (alth ough Bolivia uses the  procurement author iza tion 
system in the importa tion  of U.S. commodit ies und er nonp roject ass istance  pro­
grams, it  does not  have an import license system) .

Fa r Ea st—Cambodia, Korea,  Thaila nd,  Vietnam.
Near East -sou th Asia—Greece, Ind ia, Ira n,  Israel , Pakis tan , Turkey.
Mr. J anow. Yes. Cambodia is another one.
Mr. Passman. Wha t is sauce for the goose is sauce for the gander.

COM MOD ITY IMPO RT  CONTROLS

Mr. Tennant. There are provisions in the Assistance Act which 
admonish the agency to follow the formal channels of commercial 
trade, and it also contains some provisions as to the price we should 
pay for AID  commodities, and the system we are talk ing about for 
commodity imports is essentially the same system which has been 
used from the Marshall plan.

Mr. P assman. I t is worthwhile to know how many importers, the 
limitat ion on the importers, the percentage they get, and what type 
of control, and also the number of nations in which you have this 
program.
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DOMESTIC REV ENU ES GENERATED BY FOREIGN AID PROGRAM

Mr. Ford. One question on this point, Mr. Chairman: Can you 
give us, for the last 2 or 3 fiscal years, how much in revenue has been 
derived for the Government in South Vietnam in import taxes, and 
also show what percentage of thei r total revenue is made up from 
these import taxes which were generated by our mutual security 
program ?

Mr. Janow. I shall be glad to supply that, sir.
(The information requested follows:)

R evenu es Derived F rom A ID -F ina nced  I mports—Viet na m

The following revenues of the  Vietnamese Government were directly derived 
from AID-financed imports in fiscal year 1961 (al l figures in millions  of piasters ) :
Customs d uties__________________________________________________  816
Defense and  economic development  ta x_____________________________  616
Austerity  taxes_________________________________________________  232
Production ta x__________________________________________________  1 700

Total_____________________________________________________ 2,364
1 E st im at ed .
Provisiona l data for  calendar year 1961 ind icate th at  tot al revenues of the  

Vietnamese Government amounted to 20.1 billion pias ters , of which import 
taxes derived from AID-financed imports  accoun ted for 2.2 billion piaster s, or 
abou t 10.9 nercent.

Mr. Passman. I still think  it is well for us to get the number of 
nations where we have an aid  program with our exports going in and 
it is being handled this way.

Regional Program

The regional p rogram: You had $2,880,000 for fiscal 1962. Is that 
holding firm?

Mr. J anow. Total obligations on a regional basis show $520,000 for 
development grants. In supporting  assistance it  is $1,375,000. The 
total is $1.9 million.

Mr. P assman. Wha t is your estimate for fiscal 1963 ?
Mr. J anow. $2.3 million.
Mr. Passman. Wha t amount do you have unliquidated ?
Mr. T ennant. $10,290,000 on these programs, sir, for  economic aid.

TE CH NICA L T RA ININ G PROGRAM IN  JA PA N

Mr. Passman. Why do you need $160,000 for technical assistance 
projects in Tokyo?

Mr. J anow. Sir, this is a regional training  project. Trainees are 
sent to Toyko from places like Vietnam, Taiwan, and Korea.

As you know, the Japanese have a very advanced economy. Being 
exposed to training in thei r shops, the ir schools, and in their methods 
it is highly applicable to the other countries o f Asia, and sometimes 
our form of industria l organization is too complex, too big, whereas 
the Japanese form would be appropria te.

This train ing program in Jap an serves our purposes in advancing 
the technical knowledge of the underdeveloped countries of the area.
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Mr. Passman. But at one time you had an actual U.S. technical aid program, there to tra in the  Japanese?
Mr. J anow. Yes, sir. We are not doing that now.
Mr. Passman. It  was understood at the time they did not need it,but th at it was done to please some member of the Government.
They got it started, really, agains t the Japanese  wishes, and theyfinally phased it out ?
Mr. Janow. That is right .
Mr. Passman. This  is not the beginning of a similar program ?
Mr. Janow. This has nothing to do with train ing Japanese.
Mr. Passman. You are going to have several U.S. technicians inJapan?
Mr. Janow. Five, sir.
Mr. P assman. The purpose will be to train,  as we think  of it, pa r­ticipants who are sent to a third country.
Mr. Janow. Tha t is right.  We have one other obligation-----
Mr. Passman. Is that correct?
Mr. J anow. Yes, sir.

centralization of surplus property in japan for far east region

One other obligation under this small team in Tokyo, and tha t is 
the hand ling o f surplus  commodities generated by the military in both Korea and Japan .

Those surplus materials are made available by the military to our 
aid program throughout Asia. Our coordinators in Tokyo go to the 
depots, be sure the list is sent out to these various countries, and the goods sent are in good shape.

TOTA L AID TO JA PA N THR OU GH  19  62

Mr. Passman. Tell us the total amount of the aid program for Japan from its inception.
Mr. Tennant. Through 1961, milita ry and economic, Public Law 480, Expor t-Import  Bank, $3,574,600,000.
Mr. P assman. Can you break tha t apart  fo r us when you give it to us finally ? Break it down by spigots.
Mr. Tennant. Yes, si r; along the lines we had it fo r India.
Mr. P assman. I soft-pedaled th at the other day, because the distin­

guished Governor did not know we had a program for Japan. I knew 
it was one of the most fantastic  programs we ever had.

In addition, it is supe rfantastic  in tha t Jap an is the recipient of bil­lions of dollars worth of our orders. Is that correct ?
Mr. J anow. That is correct. As for postwar economic aid, you realize the Japanese are to repay some portion of that.
Mr. Passman. I hope that  they are.
Mr. J anow. Yes, sir.
Mr. Passman. We expect somebody to repay something.
.They a re the recipients of very huge orders placed with us for themilitary assistance program in that region. Is tha t correct.
Mr. J anow. This is true.
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TR UCK PR OCUREM ENT IN  JA PA N

Mr. P assman. I believe one of them is about $227 million for trucks. 
Are you familiar with tha t transaction ?

Mr. Janow. I am fam iliar  with that.
Mr. P assman. We were told  tha t the only reason for giving Ja pan  

the order for trucks was simply because we could buy them there 
cheaper than in America. Is tha t correct ?

Mr. Sandri. Tha t is correct, sir.
Mr. Passman. We shall recess until 2 o’clock this afternoon.

AFTERNOON SE SS IO N

REC API TU LA TI ON OF AL L CA TEGO RIE S OF  AID TO IN DIV ID UAL CO UNTR IE S

Mr. Passman. The committee will come to order.
I believe that the distinguished Comptroller  recalls that  from early 

in our hearings we have requested a recapitula tion of all the aid from 
all the different spigots for each one of the countries. Of course, i t is 
difficult to get that type of compilation up, but it will serve a wonderful 
purpose for the committee, the Congress, the AID  people, and the 
Nation.

The final request in tha t connection, as we are about to move out 
of the areas on a very abbreviated form, because of the time limitation : 
When you have p ut all of those figures together, in an alphabetical 
arrangement, beginning with Algeria , if that is the first country, it 
is not going to be necessary, so far as I  am concerned, to state specifi­
cally the 19 different categories, if you have some of them drawing out 
of the 19 di fferent spigots but to state the to tal of a id to  country A— 
unliquidated; let us be sure, unliquidated aid to the credit of these 
nations. It  would be helpful, of course, if you could use a standard  
Government sheet on one side like this and give it to us on each 
country.

Mr. Tennant. Unliqu idated  for all categories.
Mr. P assman. For 101 countries, if there are tha t many, and I 

think there will be—or maybe more—either concluding or beginning 
or planned.

Specifically, what we want is the amount of unliquidated funds to 
the credit of all the nations in which we have an aid program. It  
will help us a grea t deal, when we are considering the bill in the mark­
up, as well as later, to be able to look at one sheet and see tha t you 
have unliquidated in military to the credit of this country so much, and 
under economic aid, so much; under development credit, so much; 
under Publ ic Law 480, so much; under the inte rnational organizations, 
so much.

Have we asked you to do the impossible ?
Mr. Tennant. No, sir. I  would gladly do that for you, sir.
Mr. Passman. Keep each country on a sheet.
Mr. Tennant. You want more than one country on a sheet?
Mr. P assman. Ju st one country to a sheet. I am going to arrange 

them alphabetically so I can run through them. Is that request clear?
Mr. Tennant. Let me see if I  have i t clear. I will have a military  

assistance figure, an economic aid figure under the act, then Public 
Law 480, Expor t-Import  Bank.
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Mr. Passman. Keep the Export- Import Bank separately. If  you 
will keep the total mutual security one figure, the milita ry aid one 
figure, Public Law 480 one figure—do you follow me ?

Mr. Tennant. Yes, sir.
Mr. P assman. You only have three figures: Supporting assistance, 

development grants,  and development credits ; hut, so as not to get 
this to where the members would not understand it, if you want to put 
one, the total under development credits, and gran ts regardless of the 
spigots it comes from ; two, mili tary ; three, Public Law 480; then 
estimate, if you can, internationa l organizations with which they are 
getting  aid, including, of course, IDA and Inter-Am erican Develop­
ment Bank, et cetera. Tha t is not an impossible job, is it ?

Mr. Tennant. No, sir.
Mr. P assman. Therefore we will have for permanent  records sheets 

on each one.
Mr. T ennant. Yes, si r; tha t is the unliquidated figures.
Mr. P assman. Tha t is right.
Mr. F ord. Could each of the committee members—or at least my­

self—have a copy of that , too ?
Mr. P assman. I am going  to get this ; then, without objection, you 

may make a carbon copy and we will p ut it in the hearings. I do not 
think it will be too voluminous, do you ?

Mr. T ennant. No, sir, I will be glad to  fu rnish  it.
(The information was supplied the  committee.)
Mr. Passman. Tha t will be fine.
Some members are go ing to be greatly surprised to realize tha t the  

actual needs of runn ing the program last year amounted to only 
$3,198,100,000. You had a going pipeline in the program all over the 
world. You drew out only tha t much. You actually had a pipeline 
longer than  the actual expenditure, by twice as much.

UNLIQUIDATED BALANCES OF U. S.  CONTRIBUTIONS TO OTHER 
ORGANIZATIONS

We will need this data  on a separate s hee t: The unliquidated funds, 
not the country, but the unliquidate funds; the U.S. contribution to 
the Internation al Development Association, the same type of informa­
tion for the Inte r-Amer ican Development Bank.

Mr. Tennant. You said Inte rnat iona l Development Association 
and-----

Mr. Passman. Unliquidated. We want to  know how much money 
is on hand in IDA  and the Inter-American Development Bank for 
future expenditures, because actually it is just as much a part of f or­
eign aid as mutual security . We are going to have to get up a recapit­
ulation, and get the grand total.

This year in getting it in understandable form, Mr. Tennant, we 
are going to keep mutual security separated from the other organiza­
tions, then have another part on the page to show what  is available 
from the other organizations.
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(The information follows:)
U.S. Subscription to International Development Association 

Sta tem ent  of unexpended  balance as of  June SO, 1962 1 
[ In  th ou sa nds  of  do ll ar s]

Unexpended balance , Jun e 30, 1961______________________________ _______
Fiscal year 1962 additional reso urc es:

Appropriat ion_____________________________________________ $61. 656Reimbursement  or tra nsfers_________________________________ _______
Tota l available for expenditure____________________________  61, 656

Total available for  expenditure_______________________ 61, 656Les s: Expenditures during fiscal y ear 1962________________________  61,656
Unexpended balance, Jun e 30, 1962_________________________ _______

1 P re lim in ar y.
Not e.— Amou nt s sho wn  abov e as  re fle cted  T re as ury  D ep ar tm en t combined st a te m ent of re ce ip ts , ex pe nd itur es , an d ba la nc es  fo r fis ca l yea r 1961 an d m on th ly  st a te m en t of re ce ip ts  an d ex pe nd itur es  fo r fisc al yea r 1962. U.S. su bs cr ip tions  to  th e  In te rn a ti o n a l De velop ­m en t Assoc ia tio n beco me merge d w ith o th er  re so ur ce s of th e Ass oc ia tion  an d di sb ur se m en ts  by th e Ass oc ia tio n ca nn ot be iden ti fied  a s  be ing ap pl ic ab le  to  specifi c su bs cr ip tion s of  mem ber na tions.  Th e pr el im in ar y un ex pe nd ed  ba la nc e of  fu nd s fro m al l so ur ce s of  fu nd s av ai la bl e to  th e Assoc ia tio n as  of  Ju ne  30, 196 2, w as  $377 ,11 9,0 00  eq ui va le nt .

U.S. Subscription to Inter-American Development Bank

Sta te of unexpended balance as o f Jun e SO, 1962 1

[I n  th ousa nds of  do ll ar s]

Unexpended balance  Jun e 30, 1961______________________________ $200, 000
Fiscal ye ar 1962 addit ional resources :

Appropriat ion_____________________________________________  110, 000Reimbursements  or tra ns fers_______________________________ ________
To tal-----------------------------------------------------------------------------  110, 000
Total available for exp end iture___________________________  310, 000Le ss : exp enditures dur ing fiscal y ear 1962________________________  110, 000
Unexpended balance,  Jun e 30, 1962_______________________  200,000

1 P re lim in ar y .
No te .— Amou nt s sho wn  ab ov e as  re fle cted  T re as ury  D ep ar tm en t combined st a te m ent of  re ce ip ts , ex pe nd itur es , an d ba lanc es  fo r fis cal  yea r 1961  an d  m on th ly  st a te m en t of  re ce ip ts  an d ex pen diture s fo r fis cal  yea r 196 2. U.S . su bs cr ip tion s to  th e  In te r- A m er ic an  De ve lop­m en t Ban k become merged w it h  o th er re so ur ce s of  th e Ban k an d di sb ur se m en ts  by th e  Ban k ca nnot be  iden tif ied as  be ing ap pl ic ab le  to  spe cifi c su bsc ri pt io ns of mem ber nat io ns.  Th e un ex pe nd ed  ba lanc e of  fu nds  fr om  al l so ur ce s of fu nds  av ai la bl e to  th e Ba nk  as  o f  Ju ne  30, 196 2, wa s $382 ,43 7,3 61  eq ui va le nt .
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Peace Corps

Sta tem ent  o f unexpended balance as of June SO, 1962 *
Unexpended (obligated) balance, Jun e 30, 1961_________________ $1,180,000
Fiscal ye ar 1962 ad ditiona l re sources:

Appropr iation___________________________________________  30. 000, 000
Reimbursements  or tra ns fe rs_____________________________  8, 000

Total_________________________________________________  30,008,000
Tota l avai lable for exp end iture__________________________  31, 188, 000

Le ss : Expenditures dur ing  fiscal year 1962_______________________  11, 950, 000
Unexpended balance June  30, 1962_______________________2 19, 238, 000

1 P re lim in ar y  fig ures  ro un de d.
2 B re ak do wn of un ex pe nd ed  ba se d on pr el im in ar y in co m plete re port s :

U nl iq ui da te d obligat io ns_______________________________________ _____ $18, G10, 000
Uno bl igated  fu nds__________________________________________________  628 , 000

T ota l un ex pe nd ed ____________________________________________ 19, 238, 000

U.S. Subscription to I nternational Bank for Reconstruction and 
Development

Sta tem ent o f unexpended balance as of J une  SO, 1962 
[ In  m ill io ns  of do ll ar s]

Unexpended balan ce Jun e 30, 1961_________________________________5. 715
Fiscal yea r 1962 additio nal  resources_______________________________ _____

Total available for  expen diture ______________________________ 5, 715
Less : Exp enditures dur ing  fiscal year 1962__________________________ _____

Unexpended balance Jun e 30, 1962____________________________ 5, 715
Not e.— Pay m en t of  th e in it ia l U.S . su bsc ri p tion  was  $635 m ill ion pa id  in ca sh  an d non- in te re st -b ea ri ng.  no nn eg ot ia bl e no tes.  The  re m ai ni ng  un ob liga te d ba la nc e of  bo rrow ing au th o ri ty  ($5,7 15  m ill ion)  will  no t be ca ll ed  un le ss  re qu ired  to  mee t th e  B an k’s ob lig at ions .Th e U.S . su bs cr ip tio n became merge d w ith  o th er re so ur ce s of  th e  Ban k an d di sb ur se ­m en ts  by th e Ban k ca nnot be id en ti fied  as be ing ap pl ic ab le  to  spe cif ic co ntr ib utions of mem be r nat io ns.  Th e p re lim in ar y  un ex pe nd ed  ba la nc e of fu nds from  al l so ur ce s of fu nd s av ai la ble  to  th e  B an k as  of Ju n e  30, 196 2, w as  $ 1,7 07  mill ion.

Mr. Tennant. I have given you some information  like this on the 
two banks. Maybe I can go over them later.

Mr. Passman. We want it on a separate sheet.
You gave me this sheet showing tha t all you spent last year was 

$3,198 million.
Mr. Tennant. I have given you a separate sheet for the Inte r- 

American Bank and IDA. I am not sure whether it is exactly what 
you want.

Mr. Passman. Let us see what you have. I can tell you immedi­
ately.

Mr. Tennant. The top figures show per the Treasury books, and 
down in the footnote is the Bank’s unexpended balance.

Mr. Passman. You have your unexpended, additional funds, total 
available, less expenditures, unexpended. Tha t is good enough.

Mr. Tennant. However, that top figure, sir, is-----
Mr. Passman. The total.
Mr. Tennant (continuing). For the Treasury books and the foot­

note at the very end of the sentence is per the Bank’s books.
Mr. Passman. The Bank shows a lot more on hand than  the 

Treasury.
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Mr. Tennant. Tha t is correct.
Mr. Passman. I s it because the footnote includes contributions by 

other countries?
Mr. Tennant. That  is correct, sir.
Mr. Passman. We want to stay with U.S. funds. These figures 

here are the correct funds ?
Mr. T ennant. Yes, sir. The only figure that does not show there, 

I believe, is the contribution figure that I do not believe is on that 
sheet. I will give you that.

Mr. Passman. The internat ional organization funds are on my 
statement ?

Mr. Tennant. Yes.
Mr. P assman. I)o you have any questions, Mr. Gary ?

RE PA IRS TO VIE TNAM ESE  GO VE RN M EN T BU IL DIN G

Mr. Gary. T asked several days ago for some information concern­
ing a news article which stated that  South Vietnam had spent $75 mil­
lion for the repair of its Government build ing tha t had been destroyed 
in an air raid by the Communists. Have you gotten that informa­
tion ?

Mr. J anow. Yes, sir. The total expenditure is equivalent to 
$340,000 and of this a subs tantial proportion was raised by voluntary 
contributions. Do you remember the breakdown?

Mr. P oats. 10 million piasters  raised by voluntary contributions, 
14 million out of the Vietnamese funds, total 24 million piasters, which 
is the equivalent of $340,000.

Mr. Gary. So the figure is $340,000 rather than the $75 million ?
Mr. Poats. Yes, sir.
Mr. Gary. As a matter of fact, all of tha t was not raised by the 

people. Part of it was Government funds and the people raised how 
much of it ?

Mr. Poats. 10 million piasters is the public subscription part  of the 
total.

Mr. Gary. How much would that be?
Mr. 1 ’oats. 10 mill ion woul d be approx i matel y-----
Mr. J anow. Divide by 60.
Mr. Poats. Ten twenty-fourths.
Mr. J anow. Well, ten twenty- fourths  of, say—about $150,000 was 

publicly subscribed and the rest was put up by the Government.
Mr. Gary. That  is all, Mr. Chairman.
Mr. P assman. Off the record.
(Discussion off the record.)
Mr. P assman. Mr. Ford?

CO MPA RISO N OP  FI SC AL  YE AR  1 9 6  2 ES TIM ATE W IT H  AC TU AL  PRO GR AM

Mr. F ord. I  would like to take several countries, Mr. Janow, to com­
pare the programs tha t were submitted to the Congress last year in 
the justification books and the record of execution during fiscal year 
1962. Let’s take several of the countries and see how we come out. 
Take Indonesia first. Last year in the justification book it shows that 
the development grants, continuing  activities fo r fiscal year 1962, were 
planned at a level of $17.3 million.
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Mr. J anow. Yes, sir.
Mr. Ford. Is tha t correct ?
Mr. J anow. Tha t is right.
Mr. F ord. The justification book for fiscal year 1963 shows for fiscal 

year 1962 that you were planning a program of $18.6 million; is that 
correct ?

Mr. J anow. Yes. Tha t is correct.
Mr. Ford. What did you execute in this area ?
Mr. J anow. In  1962?
Mr. F ord. Yes.
Mr. J anow. $17.3 million in development gran ts and $5.5 million 

in suppor t assistance.
Mr. F ord. The justification book showed you were planning on $5.6 

million for supporting assistance?
Mr. J anow. Yes; very close to the estimate.

JU ST IF IC A T IO N  FOR RE VI SI ON S OF IN DONESI A PR OJ EC TS

Mr. F ord. What happened to bring about a reduction of $1.3 million 
in your development grant program between the March 1962 estimate 
and your actual execution ?

Mr. J anow. This program, as you know, is made up of many in­
dividual different kinds of projects. Generally speaking, it has been 
difficult to carry out even the cont inuing projects but if we wanted to 
reconstruct this difference we would have to go through a number of 
these projects.

Mr. F ord. You went right back to what you planned a year ago in 
dollars, whether the programs are identical or not.

Mr. P oats. The programs, sir, were identical so far  as I can recall. 
The change made in the presentation early this year, which revised 
this estimated program upward,  assumed some obligations which 
would occur on some of these projects were grea ter than actually 
occurred. The fact that  we came back down to exactly the same 
round figure is really a coincidence. I think I can find some illust ra­
tions of th is in running  through the  book if you would like. Running 
through it I see the first project in the list of Indonesia projects an 
estimate in February of $800,000 obligation; it actually produced a 
$765,000 obligation, the second project went from $65,000 originally 
estimated to $546,000.

Mr. F ord. Were these changes simply delays in the execution? I 
ask tha t because your 1963 program goes up to $18.6 million.

Mr. J anow. We went over this earlier, Mr. Ford, and there are 
some new activities as well as increased activities but the predic tion of 
obligation and the performance  on obligation is bound to vary. The 
fact the figure is the same is entire ly coincidental. I do not think 
t his happened in any other case.

Mr. Harkins. Xo, sir.
Mr. Ford. According to the justification  books, in fiscal year 1962, 

you planned to obligate $5.6 million for supporting assistance, you 
actually obligated $5.5 mil lion; in fiscal year 1963 you are anticipat ing 
$---------.

Mr. Janow. That is right. > r .

8794 8— 62— pt.  3------ i t
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SUPPORTING ASSISTANCE TO INDONESIA

Mr. F ord. In ligh t of the present Government in Indonesia why do 
we give any supporting  assistance ?

Mr. J anow. This obligation in fiscal year 1962 was broken out this 
way : $2.6 million for the D jaka rta bypass—that is the road tha t goes 
from the port around the populous p art of the  city ; and $1.3 million 
for relief and rehabilitation , where they had some floods and drought. 
In certain areas there was real distress. We have contributed $1.5 
million to reequip the mobile brigade.

Mr. Ford. The mobile brigade, what is that?
Mr. J anow. Tha t is a police force and is a conventional par t of 

our police program.
Mr. F ord. What are you planning in the way of supporting assist­

ance in fiscal year 1963 to the extent of $— ----- ?
Mr. J anow. All of that is for the mobile brigade. That  is the only 

supporting assistance program for 1963.
Mr. Poats. Our book this  year states supporting assistance for the

mobile brigade is not planned beyond--------; tha t is, we are planning
communications and transportation equipment for the mobile brigade.

Mr. F ord. I still did not get an answer to why, in light of the pres­
ent. Government in Indonesia, are we contributing any supporting 
assistance to that  country ?

Mr. J anow. Why did we in 1962?
Mr. F ord. Why did we in 1962 and why are we in fiscal year 1963?
Mr. J anow. So f ar as the Dja kar ta bypass obligation is concerned. 

I think  you know that this was an existing obligation on a road 
project th at was approved in previous years and to complete tha t road 
project these funds were needed.

So fa r as relief and rehabi litation is concerned, I  think it has been 
our policy to have an American presence in this field.

Where the mobile brigade is concerned, that is the police, we think 
the country's internal security is an important element in its increas­
ing stabi lity.

These programs, Mr. Ford, I would like to point out, are in terms 
of the size of this country, extremely small programs. This is a 
nation of 93 million people and on a per  capita basis the aid program 
in Indonesia may be among the smallest in the world. As I mentioned, 
I think  yesterday, I think  the aid program ought at least to receive 
that  much recognition from the committee, that, in the face of tre­
mendous Soviet, bloc aid  we have contained our program and held it 
very small indeed and worked exclusively in the areas where we 
thought we were making an impact, on the people, through technical 
train ing, through education, through malaria eradication, through 
relief and rehabilitation, throu gh police in this case, and we were fu l­
filling a small, well, small or not does not matte r, an obligation to finish this road.

Mr. F ord. Did we finish it in time for the Asian games that  are going on now?
Mr. J anow. Yes, sir. The Asian games begin on the 15th of August. 

The road is passable, in good condition every where. The limiting  factor was bridges and they will be operable.
Mr. Ford. What  are the Asian games?
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Mr. J anow. The Asian games are a kind of Asian Olympics, which 
started some years ago and for which the Russians have donated a 
huge stadium. This road does not go to the Asian games. It goes 
around the area. I have a map of it if you would like to see it. But 
the President and Government of Indonesia made a great point of 
relieving the congestion in the city at the time the games begin and we 
have fulfilled our obligation to do this.

DEV ELOPM ENT LOAN PROGRAM IN IND ONESIA

M r. Ford. In the justifications for fiscal year 1963, the figure of 
$-------- was mentioned for development loans. What are those?

Mr. J anow. We have hopes that this country will be retu rning to 
something like a normal situation  where, again, there will be develop­
ment and where it will be concerned with questions of economic de­
velopment and what we have programed is, as I  mentioned in terms 
of the size of the problem, very modest indeed.

Mr. F ord. What are some of the projects included within this range 
of --------?

Mr. J anow. These are in these various fields: Transportation, which 
has been grossly neglected in the course of th is Western mobilization.

Mr. Ford. That is a pretty broad subject, transporta tion.
M r. J anow. Railways, air services, roads. This is the general 

area—maritime services, as you know; it is a series of islands and 
thei r interisland communications system has been poor, indeed.

M r. F ord. What are some of the other areas ?
Mr. J anow. There are some coal mines that need improvement, 

there are management services that are required, technical services of all kinds which they should have.
Mr. Ford. You are not going to give them development loans for management services, are you ?
Mr. J a now. That  might be part of loans fo r capital projects; yes, 

sir. We hope th at they will set up a spare part  manufacturing and 
maintenance series of shops in various fields. This, I am told, is one 
of the most critical areas. They have been impor ting new equipment 
of all kinds and have not maintained it adequately. The President ’s 
team that  studied this country reported tha t this might be the wisest area for investment.

CON SIDE RAT ION OF LOAN  AP PLICAT IONS

Mr. F ord. Have we actually received applications for development 
loans in fiscal year 1962 and for fiscal year 1963 and if so, what are they ?

Mr. J anow. My understand ing, sir, is th a t-------- .
Mr. Ford. As of August 7, we have no actual applications?
Mr. J anow. Not curren t ones. There are some applications which date back.
Mr. F ord. But I gather, then, you would not consider these that  are 

out of date. You would expect to consider only those tha t would be new from now on ?
Mr. J anow. I think they would have to be updated , yes, because in 

some fac ilities there has been a very substantial deterioration.
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Mr. Ford. I must say in reading the justification book the story 
that is told there is not a very encouraging one.

Mr. J  a now. It is not.
In the face of that  situation, I think our programs in 1962 are a 

complement to our policy.
We have not been tempted to win their approval or to influence them 

by large gifts of money or stabilization funds or supp orting  assistance. 
Now in 1963 if  the situation warrants we should again offer them the 
possibility of help in developing their  economy.

This is a nation that has, ordinar ily, a large export volume up to, 
I think $800 million a year and it has gone, the peak year in this 
record is $872 million.

CON TI NGEN CY FU N D  AL LO CA TIO NS

Mr. Ford. Did we use any contingency funds in this country in 
fiscal year 1962 ?

Mr. Harkins. Yes, sir.
Mr. Ford. Why was it contingency when in the fiscal year 1963 

justification book you have it “progra m'’ ?
Mr. H arkins. This book was put together in the course of fiscal 

year 1962. The funds used here were not proposed to Congress last 
year for the 1962 program.

Mr. Ford. That  is correct.
Mr. Harkins. They are presented in th is present book, but the hook 

was put together a fter we had programed these funds. We could not 
wait, because of the nature  of the contingency, to bring  this request 
before Congress. We are bring ing it before you now for your review. 
The need for relief and rehabilitation was because of floods, volcanoes, 
the end of the rebellion, the amnesty, et cetera.

Mr. F ord. What was the date of the contingency fund obligation?
Mr. Harkins. The obligations were-----
Mr. Tennant. $3 million was programed in October, then there 

were adjustments in the program in the spring.
Mr. Poats. I have the program dates on this.
The first additional programing  tha t I show was December, $1,377,- 

000; then in March, $1,528,000.
Mr. Harkins. There was $3 million before this period of time.
Mr. Poats. In addition $3 million earlie r than that  which the 

Comptroller mentioned, making $5,905,000 the way I read it, but there 
was a reduction in November of $305,000 out of that  $3 million, 
leaving $5.6 million as the net figure.

PU BLIC  LA W 4 80 PRO GRAM

Mr. Ford. What were the Public Law 480 programs in Indonesia 
in fiscal vear 1962?

Mr. J anow. The country use portion amounted to $51.5 million. 
Mr. Ford. How does that break down by title ?
Mr. J anow. That is all title I.
Mr. Ford. That is what you actually executed ?
Mr. J anow. That  is what was obligated, yes.
Mr. Ford. $51.5 million?
Mr. J anow. Yes, sir.
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Mr. Poats. In addition  there was a title II I program of $1.9 mil­lion for Public Law 480.
Mr. Ford. What are you programing for fiscal year 1963?
Mr. J anow. A reduced figure, sir? $--------.
Mr. F ord. Under title I ?
Mr. J anow. Yes.
Mr. P oats. They seek more cotton than we are able to supply under 

the limitations imposed.
Mr. F ord. By what?
Mr. Poats. 1 said they seek a great deal more raw cotton under 

Public Law 480 than we are able to supply under the limitation set 
by the U.S. Agricu lture Department under availabilities of surplus 
cotton for titl e I.

Mr. P eterson. A good deal will depend on what rice availabil ities 
we have because it is clear in Indonesia’s present situation that it 
requires imports of rice and imports of rice have been an important 
factor in Public Law 480.

COMMODITY IMP ORTS UNDER PU BL IC LAW  4 80

Mr. Ford. Can you give us a breakdown for fiscal year 1962, the 
commodities tha t were involved in the $51.5 million under title  I 
and the $1.9 million under titl e II I ?

Mr. J anow. Yes. I am not sure I have tha t with us.
Mr. H arkins. I have it here.
The title I total , $57.2 million, $4.6 million of that  was wheat and 

flour, $22.2 million was cotton, $0.2 million was dairy  products, $5 
million was tobacco, $0.3 million was fats and oil, $17.8 million was 
rice, $7.1 million was transportation.

Mr. Poats. That  will add up to $57.2 million, which is the total 
sales agreement, title I.

The figure Mr. Janow gave you o f $51.5 million was the country 
uses of this am ount; the aid portion, in effect.

Mr. Ford. How does the sale of tobacco help thei r economy?
Mr. J  anow. How much tobacco is that ?
Mr. Ford. $5 million.
Mr. J anow. As I thin k you know the custom in most of these coun­

tries is to use a cigarette  tobacco which is substant ially based on our 
Virginia leaf, and you will find in the Philip pines  and Vietnam, in 
Japan,  wherever there is a tobacco industry that  they have become 
accustomed to using or blending our tobaccos with that which they 
import or that  they grow domestically. Tobacco is not an essential 
item and it is in this program because it was felt that  this amount of 
Public Law 480 was at least an indication that we were trying to 
do something for the people, for the consumers in Indonesia.

Mr. F ord. I can see the commodities which are sustenance com­
modities as being in line with the policy that  you just indicated but 
my imagination has to be pret ty good to include tobacco.

PU BL IC LAW 4 80  A GRE EME NTS PROGRAMED BY DEPAR TM ENT OF AGRICULTURE

Mr. J anow. I would like to point out to the Congressman tha t the 
programing procedures for Public Law 480 are different than those 
within the aid program that we fully create and control.
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Prog raming of the content of a Public Law 480 agreement is still 
substantia lly performed within the Department of Agriculture.

Mr. Ford. In other words, they make the agreement. Then they 
sav, “You get the benefit of the commodities that are sold and you 
work out a program after  tha t.'’

Mr. Janow. That is right.
Mr. Ford. That does not give good thoughtful p lanning much chance 

to operate, does it ?
Mr. J anow. Mr. Ford, T have been saying this since I joined the 

program, that the actual programing of the content of Public Law 
480 and the distribu tion of the available surpluses within, at least our 
region, ought  to be more heavily influenced by the AID  Agency but 
under the legislation the Department of Agriculture still maintains 
control.

Mr. F ord. In other words, if they wanted to get rid of $10 million 
worth of tobacco or substantia lly more rice you or the aid program 
have no control ?

Mr. J anow. I do not wish to overstate this proposition. We have 
interdepar tmental committees which representatives from the AID 
Agency attend and these programs are a consequence of discussion 
and compromise but they are always a consequence of compromise. 
It is not always satisfactory  to us. This year ahead will present very 
serious problems to us in the field of the allocations of cotton, for 
example.

Mr. P eterson. May I add one point, Mr. Congressman, particu- 
larlv in connection with foodstuffs, rice, and wheat: we do not provide 
Public Law 480 commodities in this part  of the world without con­
sultation with other exporters of wheat and rice because we have a 
public relationship problem with those countries and the Department 
of State has. not necessarily a controlling voice, but  a pretty strong 
voice if a disposal is proposed that  we feel will impinge greatly on 
our foreign relations with countries which are exporters of similar 
commodities.

Mr. F ord. Let us turn to Taiwan.
Mr. Passman. Off the record.
(Discussion off the record.)
M r. P assman. Would the gentleman yield ?
Mr. F ord. Yes.
Mr. Passman. You were speaking of -------- in Indonesia. You

have the same government now th at you had--------do you not?
Mr. J anow. That  is correct.

SO VI ET  BLO C TO ATP IN DONESI A

Mr. P assman. T belieiTe we were told yesterday, not during the 
direct examination on this conntrv, but it was just something that 
came up on the Soviet bloc aid, that thev were s trong on promises, 
but short on deliveries, and tha t von actuallv did not know the amount 
of the promised aid that  had reached Indonesia. Is that a statement 
of fa ct ?

Mr. J anow. We did present some figures, Mr. Chairman.
Mr. Passman. Could vou give us the amount, as you referred to 

something tha t sounded like a very large amount?
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Mr. J anow. I supplied those records, yes, sir.
Mr. Passman. We want them again at this point, because we are 

now examining into detail in Indonesia.
Mr. J  anow. I will have to find those sheets again, sir. This figure 

is for 1961 calendar year we believe, $150 million.
Mr. Passman. Are you dealing with estimates or are you dealing 

with actual figures, commitments or deliveries?
Mr. Janow. These are the drawn amounts.
Mr. P  assman. 1 believe you said yesterday that  you did not know 

I he terms of these loans ?
Mr. J anow. Tha t is correct.
Mr. P assman. It could be, like most other  Russian loans, short term, 

high rate  of interest, and well tied down?
Mr. J anow. Our informat ion is very sketchy in this case.
Mr. Passman. Thank  you.
Mr. J anow. I think  they are 20 years in some instances but we do 

not have full information.
Mr. P assman. I believe we agreed that they are strong on promises 

and short on deliveries, the Soviets?
Mr. J anow. That  is true.
Mr. 1 ’assman. I believe th at the Soviets, we were told several years 

ago, gave Burma a stadium. Are you familiar  with tha t matter?
Mr. J anow. Yes, sir.
Mr. Passman. We found out later  that Burma came out on the short 

end of the stick in that they said, “We are now going to give you the 
equivalent in rice.'' They did so. Then the Soviets sold the rice to 
Burma's best customer, Indonesia. Are you f amiliar with that  deal?

Mr. J anow. Yes. I have heard of this.
Mr. Passman. So, when you said that the Soviets gave a stadium 

to Indonesia, do you have any information to indicate it would not 
be the same type of gift that they gave to Burma?

Mr. J anow. As I have mentioned, Mr. Chairman, I do not have 
information.

Mr. Passman. That is pertinent to have in the record, is it not ?
Mr. Janow. Yes.
Mr. Passman. It may be that stadium could have been bought much 

cheaper from us, with dollars, than it could have been from the Soviet 
bloc?

GOLD PURCHASES COMPARED TO GRA NT AID

We had a g rant-a id program for Indonesia in fiscal year I960, did 
we not ?

Mr. J anow. In 1960?
Mr. P assman. Yes, fiscal year 1960.
Mr. J anow. Yes. We did.
Mr. Passman. What was the amount of tha t grant -aid program?
Mr. Harkins. $10.5 million, sir.
Mr. Poats. Pardon me. That is not all grant  aid. That  includes 

some DBF loans.
Mr. Passman. They are repayable in local currency; is that 

correct ?
Mr. P oats. I will check that  to be sure.
Yes, that  is evidently correct.
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Mr. P assman. Th ank you.
Let the record  show that  d ur in g th at  same fiscal year,  when  we gave 

Indonesia $10,500,000 in gr an t aid , they purcha sed  $11 mi llio n of 
U.S. gold.

Did you  have a g rant  aid program  for Ind onesia in fiscal y ea r 1961 ?
Mr. J  anow. Yes.
Mr. P assman. In  the a m ou nt ------
Mr. J anow. $15.8 mil lion .
Mr. P assman. Let the  record show that  du ring  c ale nd ar ye ar  1960, 

which  is the  first pa rt  of  fiscal ye ar  1961, Ind onesi a purch ase d 
$24,900,000 of our gold.

Th an k you,  M r. Fo rd .

Republic of Chin a

Mr. F ord. Le t's tu rn , Mr. Jano w,  to Taiwan.  W ha t was the  pres­
en tat ion  last  year fo r develop men t gr an ts  in Ta iwan fo r fiscal year  
1962?

Mr. J anow. $3.2 mill ion.
Mr. F ord. What do the  jus tifi cat ion  books fo r fiscal y ea r 1963 show 

as p rogra me d for development gr an ts?
Mi-. J anow. $-------- .
Mr. F ord. 1962 I asked. W ha t did  you ac tua lly  execute?
Mr. J anow. $3.2 mil lion.
Mr. F ord. And  you are pr og raming fo r fiscal ye ar  1963?
Mr. J anow. Less. We have reduced th e p rogra m.

DEV ELOPM ENT  LOANS

Mr. F ord. The deve lopm ent loan s last ye ar  when  you were sub­
mitt ing your  fiscal year 1962 program , did  you hav e any  in min d?

Mr. J anow. I do not th ink we program ed an amoun t last  year,  
did  we?

Mr. H arkins. No. We said it was expected to ran ge  from  $60 to 
$80 million in las t ye ar' s hook, on page  33, Mr. F ord.

Tha t is on the  lef t-h and side o f th e page, pa ra gr ap h 2.
Mr. F ord. You antic ipa ted , acc ord ing  to th at  sta tem ent, $60 to  $80 

mill ion in fiscal year 1962. W ha t diies your  jus tifi cat ion  hook for  
fiscal year 1963 show fo r fiscal year 1962 in develop men t loans?

Mr. P oats. It  shows $5.2 million at th at  time as o f Fe br ua ry  28 had 
been obligate d.

Mr. F ord. W ha t did you actua lly  execute in fiscal year  1962?
Mr. P oats. $25.2 mill ion.
Mr. F ord. Was t ha t out of th e co ntin gen cy ?
Mr. P oats. 'Out of the Dev elopme nt Loa n Fu nd .
Mr. F ord. "When was th at  o bligat ion  made ?
Mr. J anow. The firs t loan of $5.2 mil lion  to the  telecom munica ­

tions  equ ipment,  was made as one of  my first  acts in office as a develop­
ment loan. It  was com mitted in Apr il,  I th ink.  It  was ea rli er  t han 
th at . It  was F eb ruary 9,1962.

Mr. F ord. "When was the  rem ain ing  $20 mi llio n obl iga ted?
Mr. J anow. Th is was done  subseque nt to  my visi t to Ta iwan ear ly 

in June .
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Mr. Ford. Couldn't that have been forecast at the time you pre­
pared the justification hooks for fiscal year 1963?

Mr. Poats. Tha t figure, sir, was not a forecast in the case of develop­
ment lending. The ground rules under which we operated were that 
we would include actual loans made as of February 28 in all countries.

Mr. Ford. In other words, the development loan figures shown for 
fiscal year 1962 in this book show actual obligations?

Mr. J anow. Actual obligations.
Mr. P oats. Through Februa ry 28. We were able to give an actual 

figure in that case, whereas in the others we could not.

DEVELOPMENT LOANS PREPARED FOR FISCAL YEAR 1963

Mr. F ord. What are you planning in development loans for fiscal 
year 1963 ?

Mr. J anow. $--------to $---------.
Mr. F ord. I)o you have any of those applications on hand?
Mr. J  a now. Yes, sir.
Mr. F ord. What are they?
Mr. J anow. A $23 million application  for a thermal powerplant, 

there is a probable $--------program loan.
Mr. Ford. Wh at do you mean by a program  loan ?
Mr. J anow. I would like to discuss tha t in some depth if I may. 

If  you will look at the 1961 obligations, you will see that the total of 
aid funds actually obligated amounted to $91 million in fiscal year 
1961. The funds obligated in fiscal year 1962 amounted only to $28.4 
million.

REDUCT IONS IN  GRANT AID MADE POSSIBLE BY PU BL IC LAW 480 INC REASE

In addition, I would like to call your attention to the fact tha t in 
fiscal year 1961 we had a supporting assistance program of $43 mil ­
lion. This was eliminated in 1962 as we fel t that  this economy could 
now support loans instead of gran ts for the necessary importation 
of the raw materials and equipment for its industry.

In other words, we are programing  those essential imported com­
modities and equipment, tha t this economy needs on a loan basis, as 
we anticipate tha t with the continued growth in Taiwan they will 
be able to absorb such support in the form of a loan. In fact, this 
transit ion was made possible by an increase in Public Law 480. The 
Public Law 480 amount for country use portion went up from $17 
million in 1961 to $39.3 million in 1962, but if you will look at the 
totals, the total of aid including Public Law 480 was reduced from 
1961 to 1962 very substantia lly, indeed. It came down more than $40 
million.

Mr. F ord. Your fiscal year 1961 program shown here was $19 mil­
lion. Does that include the Public Law 480 or not ?

Mr. J anow. No, s ir; $17.3 million of Public Law 480 in addition, 
bringing the total, all forms of aid from United  States  not counting 
milita ry assistance to $108.3 million, whereas the total of aid obli­
gated in 1962 was reduced to $67.7 million.

In  other words, our aid level here very much was reduced.
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Mr. F ord. This had been promised a long time. I think it is fine 
they have made this improvement which permits us to make this 
reduction, but I do not see that  you are going to continue this de­
sirable trend in fiscal 1963.

Mr. J anow. The conditions in fiscal year 1962 were forced to  some 
extent by circumstances on Taiwan and by our policy in reacting  to 
those circumstances.

Mr. F ord. What are those changes that  you are  talking about?
Mr. J anow. We discovered in the course—and this, I may ask, Mr 

Chairman, if  I may delete from the record subsequently.
(Off the record.)

LEVEL OF AID FOR REPUBL IC OF CH IN A

Mr. F ord. I can recall vividly testimony 2 or 3 or 4 years ago to the 
effect that we were about to reach the point where no fu rther economic 
assistance would be necessary because of the substantia l growth and 
vigor of the Chinese Nationalist economy on Formosa. Now I see 
that you have made some reductions in fiscal 1962, but you are going 
right back up the ladder again rath er than downward.

Mr. J anow. The total figure for 1963, including Public Law 480, 
is still very substantially below the figure for 1961. In addition, in 
1963 we will have no supporting assistance.

Mr. F ord. Unless you construe your Public Law 480 as a substitute  
for it,

Mr. J anow. In any event, the figure planned for 1963 is a li ttle less 
than the figure for  1962.

Mr. F ord. What are you planning for Public Law 480 in 1963?
Mr. J anow. $ --------country uses.
Mr. F ord. That is a $ --------less than you executed in 1962.
Mr. J anow. Yes.
Mr. Ford. That is not a very significant decrease.
Mr. J anow. Rut it is a decrease.
Mr. Ford. Yes.
Mr. J anow. It is a decrease in the face of what you know, Mr. 

Ford , is a serious internal problem in Taiwan, that is, a very high rate 
of population increase, amounting to about 3 ^  percent per annum.

Mr. Ford. If  you take the program which is laid out on page 23 
for fiscal 1963, you have $ -------- for development grants,  and de­
velopment loan estimates running from a minimum o f ---------------- .

REQU IRE ME NTS FOR CAP ITA L INVE ST MEN T FROM INTE RN AL  SOURCES

Mr. J anow. These are capital requirements, Mr. Ford, and they 
respond to industrial and economic requirements. When this agency 
in the past said the time was in sight when our aid program to Taiwan 
should change, I do not think  it was intended to imply that they 
would have no fur ther  requirements for capital investment or capital 
equipment. When I was there  a month and a half  ago, the Chinese 
were ta lking with the Japanese about a credit with them. The min­
isters gave me a schedule of commodities and equipments which they 
hoped could be financed in part  by European countries. There is no 
doubt that for some years to come there will be a need for external 
capital in Taiwan.
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I would like to ca ll a ga in to you r att en tio n the  fact  t ha t ou r deve lop ­
ment gr an t prog ram  shows a s teady decline—$8.9 million in 1961, $3.2 
mill ion in 1962, $---------in 1963; th at  ou r su pp or tin g assi stance  is en ­
tir ely  gone;  (hat the  que stion o f how much capit al they need in a sing le 
year  is most difficul t to est imate , pa rti cu la rly  because , as I hav e men­
tion ed,  we hav e some c arryov er  f rom  ou r res tri cte d prog ram s of  1962.

TO TA L AID TO REPU BLIC  OF  C H IN A

Mr. G ary. I wonde r if you could give  us the  figure for the  tota l ex­
penditu res  in T aiw an as  you did  fo r Korea.

Mr. T ennant . The tot al ob ligations—mili ta ry , economic, Pu bl ic 
Law  480, and Exp or t-I m po rt  ?

Mr. Gary. Y es.
Mr. T enna nt . $4,150,300,000.
Mr. Gary. Sinc e the incept ion  of the p rogram  ?
Mr. T ennant . Th at  is r ight .
Mr. Gary. H ow much of  th at  was m ili ta ry  ass istance  ?
Mr. T enn ant. Of th at , $3,300,900,000.
Mr. J anow. The g reat  bu lk o f it.
Mr. Gary. Th an k you, sir.
Mr. P oats. May I add  one thou gh t here, Mr . Fo rd . We h ave  used 

the  low figures in the  dev elop ment len ding  est imate s to ar riv e at the  
to ta ls f or  fiscal ye ar  1963.

Mr. T ennant . I am sorry . Th e mili ta ry  figure is $2,180 mill ion.
Mr.  G ary. W ha t was t he  $3 bil lion ?
Mr. T ennan t. Tha t was the  total mu tua l security p rog ram .
Mr. P  assman. Does tha t inc lude P ublic  L aw 480?
Mr.  T ennant . T he$3 bil lion did  not , bu t the  $4 bil lion d id.
Mr.  P assman. So, only  a 1 ittle  more th an  h al f o f i t was m ili ta ry  ?
Mr.  T enn ant. Of  the to tal  prog ram, tha t is correct .
Mr. Gary. Did a ny  of  the  Pub lic  Law 480 pr og ram go to feedin g the 

Army  ?
Mr. J anow. Yes. I th ink Mr.  Har ki ns  can  g ive  some b reakdo wn of 

this. Th ere  is a dir ect  fee ding  prog ram, too, th roug h the  volun tee r 
serv ices  on Ta iwa n.

Mr. F ord. W ha t k ind  of  prog ram ?
Mr. J anow. The volu nte er a gencies  do feed r efug ees.

GR OW TH  RA TE  IN  TA IW A N

I wou ld like  t o point  out th at  we are  very  prou d of the gro wth of 
Ta iwan . There  has been a 40- percen t increase  in gro ss na tio na l 
prod uc t in the past 5 yea rs, a 20-percen t increase in pe r capit a in ­
come, a 20-percent rise  in ag ric ul tu ra l pro duction , and an 80-percent 
ga in in indu str ia l ou tpu t.

Mr.  F ord. I concur  entirely . I am also a grea t bel iever in th ei r 
mili ta ry  st reng th  and  th ei r wi llin gness  to sta nd  up  when the  chips 
are  down. Bu t the re was some exp ect ation, based on pre vio us te st i­
mon y, th at  we cou ld pha se out ou r economic assistan ce, and it  con­
cerns me th at , des pite  th is  pr og ram, des pite all these successes, we 
are  not  do ing  it. In  fac t, we are  tend ing to  go the  othe r way.
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PR IN CI PA L AREAS OF AS SIS TA NC E IN  FIS CA L YEA R 1 9 6 3

Mr. J anow. Sir, in the program for 1963 are two items which are 
very largely in the area of assistance. There are the development 
grants,  of course, which are projects, and the Public Law 480. The 
Public Law 480 provides wheat, flour, cotton, barley, and vegetable 
oils. In addition to the wheat, flour, barley, and vegetable 
oils, and cotton used for domestic fabrics , are only the cap ital lending 
that we think this economy needs.

DEV ELOPME NT LOA N PROJECTS

Mr. Ford. Wha t are the projects tha t will make up the figure be­
tween $--------?

Mr. J anow. They consist of the proposals I have mentioned, pro­
gram loans prim arily—a very substantial thermal plant , petrochemi­
cals, a possible fertil izer plant. There is an application for a touris t 
hotel.

Mr. F ord. I should not think  we would.
Mr. J anow. Tourism is a very valuable earner of exchange.

COMMODITY COSTS UN DE R PU BL IC LAW 4 8 0  FOR FIS CA L YEA R 19 6  2

Mr. F ord. Will you put in the record the actual commodities and 
the dollar amounts involved for Public Law 480 up to the figure of 
$39 million, which I believe was given for fiscal 1962?

Mr. H arkins. $25.2 million for wheat and flour, $19.9 million for 
cotton, $1.8 million for feed grains, $0.1 million for dairy products, 
$1.7 million for tobacco, $2.6 million for fats and oils, and $4.4 million 
for transportation.

Mr. Ford. When you say transpo rtation, what do you mean ?
Mr. Harkins. This is ocean transporta tion, paying-----
Mr. Ford. These are dollars  we pay to get these commodities 

shipped to that country ?
Mr. Harkins. Yes, sir.
Mr. Ford. That comes out of what part of your dollars? Out of 

your development grants,  loans?
Mr. II arkins. No. It comes out of Public Law 480.
Mr. F ord. In other words, the Department of Agriculture actually 

pays for it ?
Mr. Janow. That is right.
Mr. Ford. How do they get tha t money ?
(Off the record.)
Mr. Poats. This transportation cost is paid by the recipient  govern­

ment, just as the other elements of these figures are paid by the 
recipient country.

Mr. Rooney. 1 f and when.
Mr. J anow. In local currency, counterpart.
Mr. Ford. Tha t is all, Mr. Chairman.
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US E OF LOCAL CUR REN CY LOAN REPAYM ENTS UNDER FORM ER DEVEL OPM ENT  
LOAN FU ND

Mr. Passman. Briefly, on Taiwan, yon have referred many times 
to loans. Under the old Development Loan Fund, the loans were 
repayable in the Taiwan dollars; is that correct ? And the Taiwan 
dollars that the Treasury collects are allocated back to Taiwan for 
projects in Taiwan. Is tha t correct ?

Mr. J anow. I do not know that  they all go back to Taiwan.
Mr. Passman. I say they do. Either  verify it or not.
Mr. Tennant. This is the old deal.
Mr. Passman. I am talking about the old Development Loan Fund. 

Any collection the Treasury makes of Taiwan dollars is then allo­
cated, or earmarked, or set aside, o r credited, to Taiwan for subse­
quent use. Is tha t correct ?

Mr. T ennant. I would like to say it this wa y: The repayments we 
receive back go into the U.S. Treasury and can only be used by the 
U.S. Government upon agreement with Taiwan.

Mr. P assman. Tha t is exactly what I said. You cannot spend it 
in any other country, can you ?

Mr. Tennant. That is correct, sir.
Mr. Passman. It is plowed back in Taiwan on contracts mutually 

agreed upon by the two countries ?
M r. Tennant. That  is correct, sir.
Mr. Passman. I just wanted the record to  show what kind of loan 

wo were talking about under the new program.
Mr. Rooney. Development loan.

present terms for dollar repayable loans

Mr. P assman. I know it is the Development Loan Fund. We have 
amply stated that for the record. In the Development Loan Fund, 
under new criter ia afte r the world bankers took a complete about- 
face overnight, we are to get it back in dollars. When you talk about 
Taiwan, are you ta lking about that thing that  Secretary Dillon calls 
development credits, for 40 years, no interest, a 10-year grace period? 
Is t hat the type of credit or loans you have there ?

Mr. Janow. The loans are all for  40 years.
Mr. P assman. Then if  they should ever pay any of it back, it would 

go back into the program, not back into the Treasury . Is that cor­
rect ?

Mr. J anow. I do not believe so.
Mr. P assman. It is so, anyway, whether you believe it or not.
Mr. Tennant. It would go back into the program under the sec­

tion—
Mr. Passman. It  would not go back into the Treasury to pay my 

salary ?
Mr. Tennant. Xo, sir.
Mr. P assman. Jus t so we understand  it.
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TOURIST HOTEL PROJECT

You mentioned a tourist hotel. Could you give an estimate of 
what the cost of this hotel may be, if and when this should ever be 
brought into being?

Mr. J anow. Yes. A million and a half.
Mr. Passman. It has advanced to the stage that  at least we have 

an estimate as to what it would cost if we go through with it.
Mr. J anow. That is true.
Mr. Passman. I believe you finished a new tourist  hotel, or a new 

general hotel, 3 or  4 years ago out on Taiwan. Not you, but the Gov­
ernment of Taiwan.

Mr. J anow. The Grand Hotel.
Mr. Passman. You were speaking about the need for additional 

funds. You will deal with the same government in the future that  
you have dealt with in the past in Taiwan.

Mr. J anow. That is correct.
(Off the record.)

SAWMILL PROJECT

Mr. P assman. While we are waiting for the gentleman to return  to 
the hearing room, could you tell us about that sawmill they built on 
the mountain ? I did not intend to get into these country programs. 
There are 101 nations, and we went into about 50 of them. We 
thought we would skip them because we thought we had made the 
case, but let us go ahead with this. Are you fami liar with the sawmill 
tha t was started in Taiwan, and a fter we got the mill set up we found 
out it would not saw the logs which they produce out there?

Mr. J anow. I shall have to find that  project.
Mr. Poats. ft is not an active project, and it is not in the project 

book. T will see if we have any papers on it.
Mr. P assman. You have heard some talk  of that sawmill ?
Mr. J anow. Yes, T have.
Mr. P assman. As f ar as you know, there is no sawmill there now?
Mr. J anow. I do not believe it is an active project,  and I have not 

reviewed it.
Mr. P assman. It was a projec t a t one time. Are you fami liar with 

it, Mr. Controlle r? ,
Mr. Tennant. I have heard of that project. I cannot ta lk in detail 

on i t, sir.
Mr. P assman. There was a lot of bad engineering. Would that be 

mild enough to put it ?
Mr. Gary. It was dur ing the previous adminis tration,  was it not?
Mr. T ennant. I believe it was, sir. I think  there were some prob­

lems with the project.
Mr. Passman. I want to ask the engineer if he would agree with 

me that  if he built a sawmill on Taiwan, out in the mountains, at 
tremendous expense, and found it would not do what it was intended 
to do, and it had to be dismantled—if th at is the case—if it had been 
previously properly engineered you would not have had such a s itua­
tion as that  ?

Mr. J anow. It  is very disappointing that any pro ject like tha t-----
Mr. Passman. I am talking to you as an engineer. We discussed 

several of them today on which, if  they had been properly engineered,
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a lot of money might have been saved. If  yon had been in charge of 
the program, I have every reason to believe that  yon would have had 
this thing possibly differently engineered. You might want to have a 
look at that sawmill project.

DEVEL OPM ENT  LOANS APPROVED IN  19 0 2

We discussed last y ear—and this will be a good place to cut off the 
regional hearings—that you had a range in the development credit 
category and you have, of course, the same this year. The range last 
year ran from $1,090 million to $1,210 million. How much did you 
actually finally obligate to these 13 specific countries tha t you identify 
on this sheet? That  was the list you gave us last year for the de­
velopment credit fund. Is th at your sheet ?

Mr. Tennant. Yes, sir.
Air. Passman. I think 13 countries are listed there?
Mr. Tennant. That is correct, sir.
Mr. P assman. I s this data classified?
Mr. Tennant. It  was classified confidential at tha t time, sir.
Mr. P assman. Has it been declassified ?
Mr. Tennant. I would have to check that , sir.
Air. Passman. I can use the totals, may I not, and name the coun­

tries, as long as I do not show the amount scheduled to each indi­
vidual country? That would not be classified, would it? I am ta lk­
ing about the development credit proposal you submitted to the com­
mittee last year.

Air. Miller. I do not believe so, Air. Chairman, subject to reviewing 
it again.

Air. P assman. Thank  you.
Here are the countries you justified last year for development 

credits, those things that you call loans: China, Korea, Thailand, 
Iran, Israel, United Arab Republic, India, Pakis tan, Nigeria, Tunisia, 
Argentina, Brazil, and Colombia.

Now tell us how much you obligated to these 13 countries out of 
fiscal year 1962 funds.

Air. Tennant. I will have to take those countries individually, sir. 
What was the first country ?

Mr. 1 ’assman. China.
Air. Tennant. $25.2 million. I am using loans approved in this 

case.
Tha t is righ t, out of 1962 funds. China, $25.2Air. P assman. 

million.
The next one is Korea.
Ah'. Tennant. $25,150,000.
Air. Passman. Thailand?
Air. Tennant. $11,100,000.
Air. Passman. Iran?
Mr. Tennant. $6 million.
Air. P assman. Israel ?
Air. Tennant. Israel, $45 million.
Air. Passman. United Arab Republic?
Air. Tennant. United A rab Republic, $20 million. 
Air. Passman. India ?

./:<
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Mr.  T enn ant. In di a,  $445,900,000.
Mr. P assman. Nigeria  ?
Mr.  T ennant . Nige ria —I do not show an ything  for  N ige ria . Zero. 
Mr.  P assman. Tunis ia?
Mr. T enn ant . Tu nis ia,  $12,400,000.
Mr.  P assman. Ar ge nti na ?
Mr. T enn ant. A rg en tina ,$20 million.
Mr. I ’assman. Colombia  ?
Mr. T enn ant. Colo mbia , zero.
Mr.  1 ’assman. Give  us yo ur  to ta l, please.
Mr.  T enn ant . $610,750,000.

FIS CA L YEAR 1 9 6 2  REQ UES T IN  EXCESS OF AC TU AL  LOA N APPROVALS

Mr. P assman. Gen tlem en, th is  is a most im po rtan t th in g we, sha ll 
discuss to show you how com ple tely  inaccu rate th is inf orma tio n was 
last  year.  Un de r these developmen t cre dit s you asked fo r a ran ge  of 
$1,010 m illion up to $1,210 m illion.  You have given us figures on 12 
cou ntr ies , is tha t righ t, Mr. Co ntr oll er?

Mr.  T e nnant. Yes, sir.
Mr.  P assman. Where you asked fo r th is ran ge  up to $1,210 million 

last  y ear, you actu ally o bliga ted  $610,750,000.
Mr.  T enn ant . Th at  is righ t, sir.  Sev eral  did  not  get any loans.
Mr.  P assman. It  jus t give s you an idea how much in excess of  t he 

actual  needs you requested  l ast  ye ar  for  specific cou ntr ies . I am de al­
ing  with these  specific 13 countrie s. You  wanted $1,210 m illion, and  
you finally obl igated $610 mil lion .

Mr.  Miller. Mr. Ch air man , cou ld I review th at  once more. You 
said  12 countries  or 13 countr ies?

Mr. P assman. Th irteen countri es. One of the m you deleted.
Mr. Miller. Yes.
Mr. P assman. Fo r some of  these cou ntr ies  you  only obligate d as 

much as  40 percent o f w hat  you sa id you would nee d ?
Mr. Miller. Mr. Ten na nt ’s $610 mil lion  figure  is only  fo r nine 

countr ies . I th ink we mus t have-----
Mr.  P assman. Let  us go back  over  it to be sure . How much did  

you have fo r Chin a ?
Mr. T enn ant . $25.2 m illion.
Mr.  P assman. Korea  ?
Mr. T ennant . $25.15 mill ion.
Mr. P assman. Th ai land ?
Mr. T ennant . $11.1 mil lion .
Mr. P assman. Ir an ?
Mr.  T enn ant. $6 mil lion .
Mr. P assman. Isr ae l ?
Mr. T enn ant. $45 m illion.
Mr. P assman. Un ite d Ar ab  Re pub lic?
Mr. Tennant . $20 m illion.
Mr. P assman. In di a?
Mr. T ennant . $445.9 m illion.
Mr. P assman. Pa ki stan ?
Mr. T enn ant. We  missed  Pa kista n the first tim e th roug h,  si r;  

$207.9 million.
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Mr. P assman. Of course, you had a r an ge  o f only  $100 m illion, but 
th at  is a ll rig ht .

Nig eria ?
Mr. T ennant . Ni ge ria , no thing.
Mr. P assman. Tu nisia ?
Mr.  T ennant . $12.4 mill ion.
Mr. P assman . Ar ge nt ina?
Mr. T enna nt . $20 mil lion .
Mr. P assman. Colomb ia?
Mr.  T ennant . Zero.
Tha t makes a to tal  of $818,650,000.
Mr. P assman. Wherea s you had a top ran ge  of $1,210 m illion. Is 

th at  co rrec t ?
Mr.  T en na nt . $1,210 m il lion ; yes, sir.
Mr. P assman. Cou ld you  find out wh eth er or not th is informa tio n 

cou ld be declassified ? 1 am not goi ng to  do  any th ing to end anger t he
sec uri ty of o ur  cou ntry.

LOANS TO COUNTRIES  NOT  LISTED IN  ORIGINAL FISCAL  YEAR 19 6 2 PL AN S,  
WORLDWIDE

Di d you make any com mitments out of the  developmen t cre dit  
sect ion that  you  did  not ju st ify last  year  ? We have gone over t he  13 
countrie s t ha t you  ga ve the  c omm ittee . Have you obligated any  other  
funds to any  othe r countries out of the  develop ment cre dit s?

Mr. T en nan t. I do not know  th at  that  was pre sen ted  as being the  
com ple te usa ge o f th e fund.

Mr.  P assman. Th is is wh at you  used  to ju st ify the  funds.
Mr.  Miller . Mr.  Ch ai rm an ------
Mr.  P assman. Did you  ob ligate  fund s out of the developmen t 

cre di ts to any  cou ntr ies  o ther  tha n the  13 t ha t we have  list ed here  ?
Mr.  T ennant . Yes, s ir.
Mr. P assman. Would you give us the  lis t of those, a nd  te ll us where  

we will find the  jus tifi cat ion s fro m last ye ar  s im ila r to th is sheet ?
Mr.  M iller . Mr. Ch air ma n, pe rhap s I cou ld shed a lit tle  light on 

that .
Mr.  P assman. Let it come.
Mr.  M iller. La st ye ar  you m ay recal l that  when  we p resented these  

ran ges to  you, we pre sen ted  a memo ran dum at th at  time  th at  em pha­
sized  seve ral things. One  is  t ha t these, of course, were estimates,  a nd 
th at  they wou ld be subject to  the  cr ite ria  invo lved.

Mr. P assman . Is th is the  sheet  th at  you gave us last  y ea r fo r the  13 
na t ions ? Is  that  co mplete as you gav e it to us ?

Mr. Miller. It  is my un de rs tand ing,  Mr. Ch air ma n, th is is th e sheet 
which was pre sen ted  to you alo ng  with a c lassif ied memorand um.

Mr. P assman. You did not have any  sup plement to th at  by way of 
an othe r sheet, d id  you ?

Mr.  Miller . My un de rst an ding , Mr.  Ch air ma n, is th at  we did  pass  
aro und l ast  y ea r a classified m emora ndum  which d id include the  figures 
or  estim ate s of  th e ma gnitude  involve d in thi s pa rt ic ul ar  sheet  and, in 
ad dit ion , s tat ed  t ha t there were a  num ber of  oth er  cou ntr ies  th at  w ould  
have, i f they met the  cr ite ria , developm ent lending.

87948—4>2—pt.  3-----46
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Mr. Passman. Where is the list of the countries, though? Let us 
lie sure we do not get off on some technicality. This was the sheet you 
gave the committee to justify the funds, 13 countries, by amount and 
range. Is that correct so far ?

Mr. Miller. For these countries, Mr. Chairman, that is correct.
Mr. Passman. Where is your supplement to this sheet, by range and 

by country ?
Mr. Miller. Could I provide tha t for the record?
Mr. Passman. Do any of you have it with you ?
Mr. Miller. I have here in my hand-----
Mr. Passman. I am interested in your justification sheets. Are 

you not using the language of the law and the c riteria , which you have 
a right to do, I am sure; but you are including other nations by the 
criteria  and the legislation, are you not, in addition to the ones you 
listed?

Mr. Miller. Mr. Chairman, my recollection of what we told the 
committee last year was that for these 13 countries we could foresee 
requirements in approximately this amount.

Mr. P assman. We are in complete accord on tha t point. Have you 
a list  of the other countries, a sheet th at you gave us similar to this, 
or are we dealing now with some criter ia beyond this sheet of justifica­
tions?

Mr. Tennant. I thought Mr. Coffin’s testimony—and I  was looking 
to see if I  could find it in last year’s hearing—was not directed at at­
tempting to jus tify the program by individual country.

Mr. P assman. That is true.
Mr. Tennant. He merely gave this as illustrative.
Mr. P assman. At the time you justified this money, so far  as you 

knew, this  would be the list of nations which would receive aid out 
of the development credit category; is that righ t ?

Mr. Miller. Mr. Chairman, did we include Brazil in this parti cular-----
Mr. P assman. Was Brazil on that sheet?
Mr. Miller. Yes, Mr. Chairman.
Mr. P assman. Then I  called it.
Mr. Miller. I think we should include Brazil, then, Mr. Tennant. 

Would you want to add th at?
Mr. P assman. I am going to turn  this sheet over to you and ask 

you to take Brazil and all the others. Then, you indicate by the 
amounts shown here the amount tha t you allocated to each country, 
whether it is up or down. Can you do that for us ?

Mr. T ennant. Yes, sir.
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(The information requested follows:)

Development lending  anti cipa ted for  fis cal year 1962 compared with loans approved 
during f iscal year 1962

[Millio ns of dollars]

Cou nt ry
Ten ta tive

pla n
(range)

Co nd ition al
co mm it­

men ts

Loans
appro ved

C h in a -- ____ ___________________________________________ 60- 80 25.2
K ore a-.  ________  _______________________________ ______ 40- 50 25.2
Thai la nd....................................................................... ............ ............ 15- 25 11.1
Ir an .... ................................................................ .................................... 20- 30 6.0
Is rael ........................  ........  ............. .............. ......._............ ..... ......... 15- 25 45.0
Uni ted Arab Rep ub lic ____________________________________ 30- 40 20.0
In d ia ___________________________________________________ 500 445.9
Pak is ta n___ ____________________________________________ 200 207.9
Niger ia______________________ ____ ____ __________________ 20- 30 0
Tun is ia  - ................................................................ ....................... ....... 25- 35 12.4
A rg en ti n a .- ___________ . . ____ _____  ___________________ 50- 75 20.0
Brazi l________ ____ _ _ _ _________ ___ . . ______ __ ______ 100 74. 5
Co lom bia  . _________  . .  _______  . 15- 20 0

To ta l -- . _________  _ - __  . _____ 290- 410 800
Co nd ition al  c om m itm en ts . - . . _____ 800- 800

Tot al  (inclu din g cond itional com m itm en ts )- ................ . 1090-1210 893.2

ADDITIONAL LOAN APPROVALS

Mr. Passman. Can you tell us what other countries you allocated 
funds to out of the development credit fund ?

M r. T ennant. Yes, sir. W e have all of the countries that we have 
allocated to.

Mr. Passman. Give us the other countries, over and above thi s list.
Mr. Tennant. Over and above the listing tha t you have. In the 

Fa r East you have China, Korea, and Thailand . We had a small loan 
to the Philippines for  $100,000.

In the Near East, on your sheet you have Iran, Israel , and the 
United Arab Republic. We made allocations, in addition to those, 
to Greece, Syria, and Turkey.

Mr. Passman. How many would that be, in total?
Mr. Tennant. That  is three countries.
Mr. Miller. With the addition of Brazil-----
Mr. P assman. Did you not miss your estimates an average of about 

50 percent, with the exception of about three of the countries?
Mr. Tennant. With Brazil, the total comes to $893 million.
Mr. Passman. But. you are still dealing with $1,210 million. Will 

you tell us in how many of those countries you missed it by h alf ?
Mr. T ennant. This range was between $1.09 to $1,210 billion.
Mr. Passman. Out of the 13 nations, in how many did you miss it 

by 100 percent ? Is it not about 8 out of the 13 ?
Mr. T ennant. By 100 percent?

COM PARISON  OF LOAN APPROVALS W IT H FISC AL YEAR 19 0 2 ESTIM ATES

Mr. Passman. Yes. Let me have the list. We will get a good 
record on this.

Country  No. 1—China : What amount did you obligate?
Mr. Tennant. We approved loans for $25.2 million.
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Mr. P assman. An d yon had a range fro m $60 to $80 m illion? 
Mr. T enn ant . Tha t is correc t.
Mr. P assman. Korea . I low much d id yo u ob liga te ?
Mr. T enn ant . $25,150,000.
Air. P assman. You ha d a r ang e fro m $40 to  $50 million ?
Mr. T enn ant . Th at  is cor rect.
Mr. P assman. Th ail and?
Mr. T ennant . $11.1 mi llion .
Mr. P assman. You had a ran ge  fro m $15 to $25 million ?
Mr. T enn ant . Th at  is co rrec t.
Mr. P assman. Ir an ?
Mr. T enn ant. Ir an , $6 mil lion .
Mr. P assman. You had a ran ge  fro m $20 mill ion to $30 m illion ? 
Mr. T enn ant. Cor rec t.
Mr. P assman. Isr ae l ?

Mr.  T ennant . 
Mr. P assman. 
Mr. T ennant . 
Air. P assman. 
Mr. T ennant . 
Mr. P assman. 
Mr. T enna nt . 
Mr.  P assman. 
Mr . T ennant . 
Mr.  P assman. 
Mr . T ennant . 
Mr.  P assman. 
Mr.  T ennant . 
Mr.  P assman. 
Mr. T ennant . 
Mr. P assman. 
Mr.  T ennant . 
Mr.  P assman. 
Mr.  T ennant . 
Mr.  P  ASSMAN . 
Mr.  T enn ant. 
Mr. P assman. 
Mr. T ennant . 
Mr.  P assman.

Mr. T ennant . $45 million.
Mr. P assman. You had  a ran ge fro m $15 to $25 mil lion , and you 

went over on t ha t one ?
Mr. Ten nant . Yes, sir.
Mr. P assman. Un ited Arab  Re pub lic?

$20 million.
And you had a r ange  fro m $30 to  $40 mill ion  ?
Yes, sir .
In dia ?
$445.9 million.
A nd you had a flat figure o f $500 millio n ?
Yes, sir.
Pa kista n ?
$207.9 million.
You had  a fla t amount  of  $200 million ?
Yes, sir .
Niger ia ?
Nigeria , no thing , sir.
But you ha d a ran ge  of f rom  $20 to $30 million ?
T believe t ha t is correc t.
Tu nis ia ?
Tu nis ia,  $12.4 mill ion .
You h ad a ran ge  from $25 to $35 mill ion  ?
Th at  is c orre ct.
Ar ge nt ina?
$20 m illion.
You ha d a ran ge  of  from $50 to  $75 million ?
Th at  is correct .
For  Br az il,  you had a flat amoun t of  $100 mill ion.  

W ha t sum did  you obligate?
Mr.  T enn ant. Br az il,  $74.5 mil lion .
Mr.  P assman. Colombia  : H ow  m uch did  you obligate?

No obligat ion s.
Bu t you had a ran ge  of  from $15 to $20 mil lion  ?
Tha t is corr ect .
So, I  rep ea t, out  of  the  13 nations, I  th ink von will 

find maybe 7 where your  est imate  was double, or  more, your  ob lig a­
tion s.

Mr. T enn ant. 
Mr . P assman. 
Mr . T ennan t. 
Mr.  P assman.
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Mr. Miller. On that subject, Mr. Chairman, I know the commit­
tee would want to have pointed out that the total range of difference 
is about 10 percent. When we stated this—I think if you will look 
on pages 803-----

Mr. Passman. You mean 10 percent aft er you trans ferred the funds.
Mr. Miller. Mr. Chairman, 1 think  in this connection, pages 802 

through about 805 of  the committee hearings last year, in which Mr. 
Coffin explained this parti cula r categorization-----

Mr. Passman. The point is, if you had pinpointed  this right by 
going into other nations, it still follows that  you justified and gave 
us the range of $1,090 million to $1,210 million on only 13 nations, 
and on 7 or 8 of the  13 nat ions you estimated requirements about 100 
percent more than the amount you obligated, which would certainly 
indicate that  you were guessing all the way through.

Mr. Miller. Mr. Chairman , T do not think one confidential insert 
taken out of the context of the hear ings-----

Mr. Passman. I am not taking it out of the context of the hear­
ings.

Mr. Miller. On pages 802 through 805-----
Mr. Passman. Are you dealing with this statement you gave me?
Mr. Mili ,er. Yes, Mr. Chairman.
Mr. P assman. All r ig ht; what d id you say in the statement on these 

nations?
Mr. Miller. I will read from Mr. Coffin’s testimony which he was 

giving on this subject :
I sh ou ld  now like  to  tu rn  to  th e am oun t of  bo rr ow in g au th o ri ty  re qu es te d fo r 

fis ca l yea r 1962 and th e  bu dg et  pr og ra m  fo r th a t year a lr eady  pr es en te d to  th is  
co mmittee .

We a re  seek ing ap pro xim at el y  $1.2 bi lli on  fo r fis ca l year 11XJ2. As th is  com­
m it te e real izes , a lend in g op er at io n ca nnot be an d sh ou ld  no t be pr og ra m ed  in 
ad va nc e.

He goes on and describes this and categorizes the countries to which 
we anticipate development lending will be given in three groups. The 
first group of countries which are involved includes India,  Pakistan, 
and Brazil, and he points out some statistics.

Loa ns  to  th es e co unt ri es  wi ll re ac h a t le ast  th e figu re  be tw ee n $700  mi llion  
an d $800 mi llion . T his  is  th e ra nge of  as si st ance to  th es e th re e co un tr ie s.

The second group includes a number of countries, and there  he cate­
gorizes Tunisia, Nigeria, Argentina, Colombia, Israel,  United  Arab 
Republic, Greece, Turkey, Taiwan, and the Philippines. lie  dis­
cusses these and savs for these-----

Mr. P assman. The Phil ippines is not on this list.
Mr. Miller. For  th is second group of countries, which he is trying 

to explain-----
Mr. P assman. Trying to is right. Go ahead.
Mr. Miller (continuing).  To this committee why it is we need the 

money and the ranges involved, he says:
I t  is ou r be st  cu rr en t ju dg m en t th a t th es e countr ie s wi ll w a rr a n t lend ing 

ass is ta nce  fo r be tw ee n $300 mill ion to  $400 mill ion in  lo an s duri ng  fiscal vea r 
1962.

Then the  thi rd category of countries as he was testify ing before th is 
committee:

Be yond  th os e m aj or cl a im ants  th ere  a re  be tw ee n 30 and 40 addit io nal  co un ­
tr ie s  fo r w hich  ind iv id ual  p ro je ct  loa ns —
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Mr. P  ashman. Th irt y or  fo rty  ad dit  ional ones?
Mr. Miller . Yes—

would probably lie war ran ted  in fiscal yea r 1962 were the funds available. 
Twenty-two of these nations now have pending before the Development Loan 
Fund applica tions in excess of $300 million, and addit ional  proposals are now 
in prepara tion.

The poin t of th is is, I was tryin g to place th is pa rt icul ar  piece of 
pa pe r in the context that  it deserves in terms of  the  heari ngs last 
yea r.

Mr. P assman. Th at is your opinion . What have  you proven  so 
fa r as ans wering my question concerning th is tentati ve  fiscal year 
1962 development loan pla n?  Th is is what you sub mitted  to  thi s 
committ ee to mark up the bill by. I am going to deal with the  sheet 
that you peop le gave us.

I shal l dir ec t the ques tion aga in to the  Co ntro lle r: Of the  13 na ­
tions on th is sheet where you have a range from $1,090 mill ion to 
$1,210 mill ion,  how man y of those nat ions did  you est imate  the re ­
quirem ents at  double  wha t you o blig ated ?

Mr. T enn ant . I would say five.
Mr. 1 ’assman. ITow many of them did  you give  a goose-egg obli ­

gat ion  ?
Mr. T ennant . T wo.
Mr. P assman. Th at  is seven, is it not ?
Mr. T enn ant . Excuse me.
Mr. M iller. In th is connec tion, Mr. Ch air man-----
Mr. P assman. I cannot listen to Mr. Te nnant and to you at the  

same time.
Mr. T ennant . One in add itio n to the five.
Mr. P assman. Th at  is six. So, fo r appro xim ate ly 50 percen t, 6 

out of 13, you ove res timated the  require ment by ove r 100 percen t, 
accord ing to the figures you h ave  there  in this  sheet ?

Mr. T ennant. I believe  i f you limit it to these pieces of paper, th at  
is correct.

Mr. P assman. I limit it to  these  two  pieces of pape r, because thi s 
is what we worked by to ma rk up our bill.  I real ize you have th e  
au tho rity to go into  the  othe r 40 nations , but  we are  tryi ng  to get  
th is to the  point tha t we sha ll have  some general  idea of  where you 
will ob ligate  these  funds .

Mr. Miller. Mr. Ch airma n, that is what I trie d to exp lain , th at  M r. 
Coffin las t year  in his tes timony  ind icated that  these  were rang es and  
estim ates , and that  these  pa rti cu la r fac ts as bro ught out bv the  sheet 
which you have in your  han d also were estimates  and  ranges  to 
which-----

Mr. P assman. Th is is the sheet you gave  to us, and it is the  sheet 
about which we have  been talkin g.

Th ank you verv  much, all of  you.
Fo r the first time  in yea rs, T have  a lit tle  ray  of hope  that  out of 

you r direct tes timony  may  emerge some type of pro gra m that  will 
abandon the  double sta nd ard fo r pro jec ts in America  and abroad . 1 
thi nk  that  just the hearings tod av would indica te the  Congress would 
be wise to  amend the  leg isla tion  imm edia tely , a nd get thi s th ing back 
under some degree of control , and br ing in pro jec ts that had been 
pro perly  enginee red by a cost-benefit fac tor . I th ink that  by such
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an approach we could keep this thin g from falling in on the  heads of 
all of us.

PROCEDURE FOR DEVEL OPM ENT  LOAN APPROVALS

Mr. Ford. May I ask Mr. Janow  a question? I presume the pro­
cedure for the approval of development loan projects is the  same in 
your area as it is in the other areas of the world.

Mr. J anow. I th ink substantia lly the same.
Mr. Ford. As I unders tand the testimony by Mr. Gaud and the 

testimony by Mr. Hutchinson, all development loan projects went 
through thei r office, and I presume go through your office.

Mr. J anow. Yes.
Mr. Ford. From there, they went up to some loan committee. Is 

tha t correct?
Mr. J anow. Tha t is correct.
Mr. Ford. Have you rejected any project so far  that  was sub­

sequently approved above your position ?
Mr. J anow. No, sir.
Mr. F ord. And the reverse, too: Have you approved projects which 

they have rejected ?
Mr. J anow. No. There have been no projects  like that, none that 

we have rejected that  have been approved by the Administra tor, and 
he has not set aside any of my recommendations.

Mr. Ford. I hope the same will be true next year.
Mr. J anow. I am confident it will l>e.
Mr. Passman. Of course, I would like to see you vetoed occasionally.
Mr. J anow. In what way?
Mr. Passman. You told us yesterday that no project you had ap­

proved had been vetoed at a higher level.
Mr. J anow. That  is correct.
Mr. Passman. I would feel better to know they had turned down 

some recommendations.
Mr. J anow. Mr. Chairman, may I sav just  2 or 3 minutes’ worth on the nonproject side ?

SUPPO RTING  ASSISTAN CE PROGRAM FOR FAR  EAST

Mr. P assman. What do you mean, “nonproject side” ?
Mr. J anow. In connection with supporting assistance.
As you know, about 75 percent of the  total of supporting  assistance 

requested bv the Agency will be expended in the Fa r East region. In 
fiscal year 1962, we obligated in supporting  assistance $270 million. 
We are asking for an increase in this category to $349 million.

Mr. Ford. This is for this region ?
Mr. J anow. Jus t for my region.
Mr. F ord. And the $270 million is for your region, too?
Mr. J anow. That is right. I am testi fying  only for  my region, Mr. F ord.
1 would like to point out that the total of that  increase takes place in 

four  countries—Korea, Vietnam, Laos, and Burma. In every other 
country of my region, supporting  assistance has either been reduced 
or eliminated. Therefore, the total of increase in supporting assist­
ance asked for by the Fa r East region relates to our security in Korea, 
A ietnam, Laos, and fulfills this old commitment in Burma.
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Mr. Passman. The supporting assistance succeeded the defense 
support ?

Mr. Janow. Yes, substantially.
Mr. P assman. Originally, the defense support went into a limited 

number of countries ?
Mr. J anow. That is correct.
Mr. I ’assman. But now, in addition  to the supporting assistance, 

you also have the “Development gra nt” categ ory: have you not ?
Mr. J anow. That is correct. Development grants are somewhat 

analagous to the old “Technical cooperation” appropriation .
Mr. P assman. You also are supplementing out of Public Law 480 

certain projects which heretofore you programed out of other cate­
gories of aid. Is that a statement of fact ?

Mr. Janow. It is a statement of fact.
The total of Public Law 480 requested for the region for next year 

is reduced over this year by more than $20 million.
Mr. Passman. You do have these other categories, which to some 

extent offsets the original limitation  on defense support,  does it not?
Mr. J anow. I realize, Mr. Chairman, that the supporting assistance 

category is not popular  with this committee, and probably not with 
the Congress, but I  think when you consider this  category you should 
bear in mind that for 75 percent of the category you are really dealing 
with four countries in the Fa r E ast.  These four countries are Korea, 
Vietnam, Laos, and Burma.

Mr. P assman. But, have I  stated it correctly : At one time you had 
only the defense support to a limited number of countries, but now 
you can supplement it out of the  development grant category and you 
can also supplement it out of this inflated contingency fund-----

Mr. J anow. No, sir.
Mr. P assman. The contingency fund can be given, can it not, as 

direct grant aid ?
Mr. J anow. It can, of course.
Mr. P assman. Also, I  believe you stated that  Public Law 480 to 

some extent, in some parts  of your area, is replacing original grant 
aid. So, when you are doing that , deal with the aggregate.

Mr. J anow. I am dealing with the aggregate,  sir. Let me complete 
the point by reminding you that there is no development lending in 
Laos. There is no development lending in Vietnam. There is no 
development lending in Burma. So far  as the Public Law 480 is 
concerned, the amount for next year is less than this year. Tn other 
words, sir, I wish to call to the committee's attention that if they 
take a harsh attitude toward  supporting assistance, they wdl be 
directly affecting our military position in Korea, Vietnam, and Laos.

Mr. Passman. (Off the record.)
Mr. P assman. I want to say. respectfully, if I had let you get your 

conclusions in. one would think  we were placing a limitation on just 
your area. This is appropria ted on a worldwide basis, is it not ? 
Tt is so diversified, if you happen to reduce the supporting assistance, 
there are other accounts by which it can be supplemented on a grant 
aid basis, could it not ? Are we not dealing  in totals?

Mi-. J anow. We are not using development gran ts to supply what 
is required for supporting  assistance.

Mr. Passman. You can do it out of the contingency fund ?
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Mr. J anow. Yes, we can do it out of the contingency.
Mr. P assman. In Laos, since you opened that up—you do still have 

to the credit of Laos, unliquidated, $113,0(50,000 in mili tary. We hope 
that  can be utilized.

Mr. J anow. Thank you.
Mr. P assman. While you are working out these programs, if you 

happen to find the time, tell us where we are going to get the money 
to pay for all of them, will you ?

RE DUC TI ON  IN  FU NDS FOR FA R EA ST

Mr. Rooney. So I  understand  all your testimony, how much do you 
feel should be appropriated  by the Congress for your area ?

Mr. Janow. Sir, we have made a total request of $624 million.
Mr. Rooney. I)o you think that can be reduced?
Mr. J anow. I have just said, sir, a reduction in supporting assist­

ance, I think, would be dangerous. I hope, in my testimony, I have 
made it clear th at the estimates  for development lending are just est i­
mates. They depend on developing economic situations. If  tilings go 
well in Korea and Taiwan and in the Philippines, we may use all this 
money and more. I f t hey go badly, we may use less.

I think it very difficult to  expect in my region that the development 
lending estimate should be a very close one. It is not the kind of region 
in which a close estimate can be made.

Mr. Rooney. Thank you.
Mr. Passman. We make our recommendations, and the Congress 

finally agrees upon a certain amount of aid for the mutual security 
program. It is on a worldwide basis. Yours is illus trative. The a l­
locations are made downtown, are they not, Mr. Janow  ?

Mr. J anow. That is correct.
Mr. P assman. We do make the appropria tion and the people down­

town allocate the funds. We have no control afte r we appropria te 
the money as to what nations get the money and in what amounts. 
This is up to the Executive. Are we in agreement?

Mr. J anow. Yes.

OP ER AT IO N OF  A GE NC Y ON  C O N T IN U IN G  R ES OL UT IO N

Mr. P assman. You are familiar  with the continuing resolution tha t 
we pass—if you do not get the money bills by the beginning of the new 
fiscal year we pass a continuing resolution to provide for the AID 
Agency the same amount of money, at the same level, as they had in 
the previous year, until the new appropr iation is received.

Mr. J anow. Yes,sir.
Mr. Passman. Last year under the amended figures you had unex­

pended on June  30, 1961, $5,975,397,000. There was a terrific fight 
last year on this bill, but finally we appropria ted under the mutual 
security section $3,935,248,000. Are those figures correct, Mr. Ten­
nant ?

Mr. Tennant. Yes, si r; they are correct.
Mr. Passman. It gave you available for expenditures $9,910,645,- 

000 ?
Mr. Tennant. Yes, sir. This is for both economic and military, 

sir.
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Mr. Passman. I am talking about the mutual security section of the 
bill only. It has nothing to do with Public Law 480 or international 
organizations. This deals directly with mutual security. Is that 
correct ?

Mr. Tennant. Yes, sir.
Mr. Passman. You said earlie r tha t you had sufficient funds  in 

your area to carry on satisfac tory programs and projects?
Mr. Janow. In 1962.
Air. P assman. We have had similar  testimony from o ther witnesses.

AC TU AL  EX PE N D IT U RES IN  1 9 6 2

The actual expenditures in fiscal 1962 amounted to $3,198,100,000. 
Is that  correct, Air. Tennant ?

Air. Tennant. Yes, sir.
Air. Passman. Which means, of course, that you increased the pipe­

line, or available funds, for subsequent years up to $6,712,545,000. 
Is that correct, Air. Tennant ?

Air. Tennant. Yes, sir.
Air. Passman. Would it follow that, had deliveries been made and 

had you needed to expend more funds than the $3,198,100,000, they 
would have been available ?

Air. T ennant. The expenditures relate to the terms of the con­
tracts and the outs tanding orders.

Air. Passman. Had deliveries been made and invoices presented and 
services rendered in any category, you had funds on hand to meet 
those payments. Is th at correct?

Air. Tennant. Yes; that is so.
Air. P assman. Thank you, and a lot of good luck to you.
Air. J anow. Thank you. It has been very educat ional.

Tuesday, August 7, 1962. 
INT ERREGIO NA L EX PE NS ES  

W IT N E SSE S

L ES T E R  E. GO RD ON , D E PU T Y  DIR ECTOR, PRO G RA M  R E V IE W  AND  
COORDIN ATIO N ST A FF, A ID

ED W A R D  F.  T EN N A N T, A CTIN G  CO NTR OLL ER , A ID  
L E IG H  M. M IL L E R , L E G IS L A T IV E  PR OGRAM S COORD IN AT OR,  A ID  
A L B E R T  D. N EM ECEK, C H IE F , A D M IN IS T R A T IV E  BUDGET  BRA N CH , 

A ID

Air. Passman. The subcommittee will come to order.
“Inte rregional expenses” is a category to which we refer as the 

“jackpot ,” tha t is, it can be allocated anywhere in the region ?
Air. Gordon. I think my statement will make that clear, sir.

IN TE RREG IO NAL PROG RA MS  FOR FI SC AL YE AR  1 9 6 3

Air. Chai rman, members of the subcommittee, I am here to discuss 
the estimate of $30 million for the costs of interregional programs in 
fiscal year 1963.
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This estimate, which is a part of the development grant  request, 
includes activities performed mainly in the United States  which are 
clearly program operations hut a re not. readily attributab le to specific 
country or regional programs. Given the nature of these activities, it 
is practicable to fund them only on a centralized basis, although, as I 
will demonstrate in my subsequent description of the nature  of these 
activities, they constitute essential elements of the development grant  
program around the world.

There are nine interregional activities. The fiscal year 1963 esti­
mate for each, and comparable figures for prio r years, are shown in the 
table attached to  this statement.

AID WASHING TO N PROGRAM STA FF

The A ID Washing ton program stall', as dis tinguished from the ad­
ministra tive stal l, comprises the segment of the domestic operations of 
AID which directly supports program operations. This includes per­
sonnel concerned with the implementation and support of assistance 
programs, as opposed to program planning, control, and the normal 
admin istrative functions of any U.S. Government agency. Contract 
officers, training officers, technicians, and research personnel are con­
sidered to be engaged in program operations.

We are requesting an increase of 48 percent in this category for fiscal 
year 1963, due largely to a net increase of 211 positions which results 
from the realinement of staffing between the  adminis trative and pro­
gram funding categories of stall to implement the proper assignment 
of the program implementation and support functions in the  new AID  
organization . A to tal of 258 positions which had been carr ied on the 
admin istrative roll were found on examination to be concerned with 
program implementation and support.  Forty-seven jiositions were 
abolished, leaving a net addition of 211 proposed for funding from 
the program budget in fiscal year 1963. The shift was delayed in 
order  to permit congressional review, as part of the budgetary process.

A secondai'y factor in the  increase is the financing for a full year in 
liscal year 1963 of the Research, Evaluation, and Planning Assistance 
Sta ll which was in existence only part of the  year in fiscal ye ar 1962.

PROGRAM SUP POR T BY OTHER U.S.  GOVERNM ENT AGENCIE S

Interagency agreements are negotiated by AID  with other U.S. 
Government agencies to capitalize  on their  technical competencies in 
furnishing  assistance to cooperating  countries. These arrangements 
parallel contracts for services with universities and other private insti­
tutions but in this instance are funded annually as the costs are pr i­
marily for the services of U.S. Government personnel. Domestic 
support for two basic program objectives is provided by part icipa ting 
agency technical personnel, as follows: (1) development of specific 
training of foreign nationals, and (2) technical support of oversea 
technicians and projects. Interregional funds compensate the pa r­
ticipating  agencies for the program services provided.

Special problems, requiring more individual attention in training, 
orientation, and community relations, are arising  as the numbers of 
participan ts from less developed countries increases.
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PA RT ICIPAN T SERVICES

Facilities of universities and colleges, industrial plants, local and 
Federal Government institutions, and other facilities throughout the 
1 'nited  Sta tes are used for train ing o f par ticipants from foreign  coun­
tries. To the extent such facilities a re available on a tu ition fee basis, 
these expenses and others, identifiable w ith specific par ticipan t pro j­
ects, are paid from country or regional project funds. Normal t rain­
ing services of U.S. Government agencies are financed under “Program  
support, by other U.S. Government agencies,” which I  have just de- 
scribed. However, certain other training services of a more special­
ized character are funded on a worldwide basis from this category of 
interregional program funds. These services include orienta tion of 
participants, reception services, English language train ing, interpre ­
ters, fees for health and accident insurance covering participants while 
in the United States, and training in such specialized fields as public 
safety and community water supply.

CO MM UN ICA TIO NS RESOURCES SERVICES

The Agency conducts a vigorous program of train ing, guidance, and 
supply of materials designed to improve communication across the  
barriers of language and cultural difference, illiteracy, and distance. 
It provides for the location, evaluation, acquisition, and /or  produc­
tion, and the dissemination of books, technical publications, films, 
tapes, and other visual materia ls to be used by partic ipants , techni­
cians, and their  foreign counterparts  in all types of AID  field pro­
grams. It develops and tests new and more effective devices, mate­
rials, and systems for training and education at all levels but with 
special emphasis on how to tra in illiterates and new literates in new 
ways to solve many kinds of problems.

PROGRAM SUP POR T BY THE DEPARTM ENT OF STATE

The Department, of State  performs certain common services in 
Washington and overseas such as communications, health, fiscal, trans ­
portation , and custodial services for which it charges all agencies 
serviced on a pro rata basis. The cost of these services applicable to 
program personnel and operations is charged to the interregional pro­
gram. The principal reason for  the increase in this  item in fiscal year 
1963 over fiscal year 1962 is the continued expansion of programs in 
tropical Africa. Existing facilities  in this area are severely limited 
and health conditions are more hazardous than usually found in less 
developed countries, requiring  an extensive buildup of facilities.

AID STA FF TR AI NI NG  AND DEVEL OPM ENT

Through this activity, the Agency provides both preservice and in- 
service training for selected employees engaged in program operations, 
as distinguished from administrative operations.

Principal emphasis in the past has been on language training and 
the development of par ticu lar technical skills. Coincident with the 
reorganization of the total foreign aid effort, the staff train ing and 
development program is l>eing given new emphasis and direction.

Increased attention is being given to language training, including 
train ing for wives and adult dependents of employees, and for contract
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personnel. A considerable expansion is being achieved in basic pre­
service orientation, in reorientation for onboard employees, and in 
foreign area indoctrination studies fo r all personnel. The 3-week pre- 
service orienta tion conducted in fiscal year 1961 has l>een expanded to 
a 6-week program in fiscal year 1962, including the addition of 2 weeks 
of special area cultura l studies conducted by the Foreign Service In ­
stitute of the Department of State. For  fiscal year 1963, plans are 
being developed for expansion to an 8-week preservice orientation pro­
gram, and to include special indoctrination in new organizational and 
program concepts.

AID FOR EIGN SERVICE STAF FIN G COMPLEME NTS

Three temporary or transi tional stalling complements have l>een 
utilized during the past 5 years to meet practical operational needs. 
These consist of the recruitment, reassignment, and medical comple­
ments.

Through the availability of the recruitment complement, the Agency 
is able to employ qualified candidates at the time they are available, 
thus avoiding their  loss to competitive employers while specific place­
ment determinations are being negotiated and cleared. The reass ign­
ment complement enables the Agency to retain experienced personnel 
on its rolls in a duty status when specific reassignments have lieen 
delayed for a number of prac tical reasons, including reprograming  of 
country needs. The medical complement provides an  administ rative 
solution for retain ing employees who have suffered medical disability 
overseas during their  periods of treatment  and convalescence prior to 
return  to new oversea assignments.

The considerable expansion of the AID program into the less devel­
oped and more unhealthful areas has produced an increasing number 
of cases requiring absence from a specific oversea post for a period 
longer than can be maintained  without replacement.

U.S. MISSION  TO THE NOR TH ATLANTIC TRE ATY ORG ANIZ ATIO N AND 
EUROPEAN REGIONAL ORG ANIZATION (US RO) STA FF

A small AID staff of approximately 10 persons is attached to USRO 
in Paris to advise the Ambassador to the Organization for Economic 
Cooperation and Development (OECD) with respect to economic de­
velopment problems. This same group also mainta ins contact with 
Germany, Switzerland, and other countries in respect to their bilateral 
programs, as well as with the U.N. specialized agencies in Europe, 
such as UNESCO, FAO, and WHO. In addi tion to coordinating the 
U.S. bilateral program with those of other OECD members, the 
USRO office services African, Middle Eastern, and other missions in 
respect to thir d country training in Europe, recruitment of techni­
cians, and furnishing technical literature  and films.

The work of the USRO liaison group is expected to increase consid­
erably durin g fiscal year 1963 as the work of the OECD and of its 
Development Assistance Committee (known as DAC), with resjiect to 
the lesser developed countries, becomes established and organized.

TR AINING  IN  COOPERATIVES

An Internatio nal Cooperative Trainin g Center is being established 
in the United States to conduct seminars, workshops, and training
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courses in cooperativ e pr inc iples and  practic es. These courses will be 
combined with on- the-job  trai ni ng  in coo perativ e fa cil iti es  such  as sav­
ings and  loan  ins titu tions , ag ric ul tu ra l coopera tives, and hou sing 
cooperatives.

Interregional programs  
[In  tho us an ds  of dollars]

Fiscal year 
1961, a ctu al

Fis cal  yea r 
1962, p re ­
lim inary 

obliga tion s

Fiscal  y ear  
1963, es ti­

ma ted

AID  Wash ing ton  pro gra m sta ff,  ........... 5,459 
4,924 
3,312 

672 
5,189 
1,241 

456 
286

6,499 
4,844 
3,525 
1,030
5, 532 

} 1,630

202
140

10,200 
5,460 
4.560 

900 
5,700 

f 2,200
1 590

250 
140

Prog ram su pp or t by  o ther  U.S . Go ve rnmen t Age ncie s. ____
Pa rt ic ip an t servic es__  ___________ ____ . .  .
Co mm unica tio ns  resou rces  se rvices ..................... . ..................
Pro gra m su pp or t—D ep ar tm en t o f S ta te  .
AI D staf f tra in in g an d deve lopm en t. _ ________  _____
AI D foieign  service staf fing  c om ple me nts. .......................... .
A ll ) USK O st af f. - _________  _____  . .  .
Tr aining  in  coopera tiv es_____  __ _  . . ___ . .  _______

Tot al _______________ _  ________________  _____ _ 21,539 23,402 30,000

Mr. Passman. Th ank you, Mr. G ordon.

INTERREG ION AL PROGRAM FOR FISCAL YEAR 1962

What  was the  a mou nt of  the fiscal year  1962 program  fo r the  int er ­
regi ona l expenses ?

Mr. G ordon. $24,105,000, Mr.  Cha irm an .
Mr. P assman. W ha t was the  or igina l est imate  subm itted  to Con­

gress th is year ?
Mr. Gordon. 1 am so rry ; I gav e the  wrong figure . Th e actual  ob­

lig ations at  the end of  fiscal year  1962 were $23,402,000.
Mr. P  assman. Th an k you.
Mr. Gordon. The or igina l est imate , as it ap pe ars in the  presen ta­

tion  book,  showed $24,105,000.
Mr. P assman. All de pa rtm en ts opera te in the same way. The y 

prepare thei r just ifica tions fo r the  ne xt fiscal y ea r in Ja nu ar y,  F eb ru ­
ary , a nd  March  ?

Air. Gordon. Th at is righ t.
Mr. P assman. An d they all stick by  th e books  un til  the  bil l is fina lly 

worked  out ?
Mr.  Gordon. I assume so, Mr. Ch air ma n, yes.
Mr.  P assman. T oo o ften you  people discredit  you r own books. We  

wan t to go by them if they are  accura te.

INTERR EGIONA L PROGRAM FOR FISCAL  YEAR  1963

W ha t is your est imated  prog ram fo r fiscal yea r 1963 ?
Mr. G ordon. Th at  is la id out on pa ge 7, Mr. C ha irm an.
Mr. P assman. Give  us the  am oun t.
Mr.  G ordon. $30 million.
Mr.  P assman. Th at is an increase  of $6,598,000, or  appro xim ate ly 

28 percen t, over fiscal year 1962?
Mr.  Gordon. Th at  is t rue , Mr.  Ch air ma n.
Mr. P assman. W ha t sum did  you hav e in fiscal 1961?
Mr.  G ordon. $21,539,000.
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UN LIQ UIDA TE D OBLIGATIONS

Mr. Passman. Mr. Tennant, what amount do you have unliquidated 
for interregional expenses?

Mr. Tennant. $17,677,000.
Mr. Passman. That is almost a 1 year's pipeline prior  to 1961 ?
Mr. Tennant. Yes, sir, almost correct.
Mr. Passman. What amount did you have in 1960 for this program  ?
Mr. Te nnant. I haven't that figure with me, sir. I will have to 

supply it.
Mr. Passman. You went from $21 to $23 to $30 million estimated 

in fiscal 1963.

JU ST IFIC ATI ON FOR INC REASE IN  INT ERREG ION AL PROGRAM

What was your estimate last year?
Mr. Gordon. I haven’t last year's  presentation book.
(Discussion held off the record.)
Mr. Passman. The amount was $24,400,000.
Wh at factors, in your opinion, justi fy such a tremendous increase 

in this interregional expense for fiscal 1963?
Mr. Gordon. Mr. Chairman, the detail on page 7 of my statement 

shows the components of this  program, and it is the basis for explain­
ing the specific reasons for the increase.

For  example, the expenses for the A ID Washington program staff 
will have increased to $10,200,000 in fiscal year 1963 from a total of 
$6,499,000 in fiscal year 1962.

Mr. P assman. What are the  reasons for this increase ?
Mr. Gordon. As I indicated in my statement there are essentially 

two reasons for th is :
First, there is a determination, based on the reorganization  of the 

AID  program and reassignment of functions, which has resulted in 
the shift of 258 positions from the administrative to the program 
rolls—on the grounds that  these positions in the new organization 
structure more nearly contribute to the purposes th at program funds 
are intended to carry out than to the purpose for which we use admin­
istrative funds.

The second factor  is an increase in financing for a full year in fiscal 
year 1963 of our Research, Evaluat ion, and P lanning Assistance Staff 
which, as you know, was activated for the first time in fiscal 1962 
and really d idn’t get started until midyear.

I might say that the figure I provided of 258 positions is the best 
estimate we can make now on the basis of our present staffing pattern . 

REO RGANIZA TION  OF AID

However, this is the result of a rath er drastic  and complete reorga­
nization of the whole Agency, Mr. Chairm an; I think this was the 
most fundamental reorganiza tion that the AID  program has under­
taken since 1953.

Mr. Passman. Fundamental in what respects?
Mr. Gordon. Basically there were two major changes. One was 

the merger of the Development Loan Fund  organizat ion and the 
Cooley loans from the Export- Import Bank with ICA into a new 
organization.

Secondly, there was a complete change in the philosophy of or-
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ganization which now makes the four regional offices the  sole operat­
ing units and the centers of responsibility of the Agency.

Mr. Passman. Would that action not tend to reduce the expense, 
rathe r than  increase it?

Mr. Gordon. Xo, sir, it does not; but I am not here in a position 
to jus tify the administrative, expenses for the total agency.

The fact is, however, that it has not-----
Mr. P assman. You had a satisfac tory program last year with the 

funds th at were allocated?
Mr. Gordon. For  interregional program; yes, sir.
Mr. Passman. Is this  an inflated figure, because you recognize that  

there will be reductions?
I note that for AID,  the Washington program staff estimate is 

$10,200,000. That is an increase of 48 percent over the previous year, 
is it not ?

Mr. Gordon. I believe so; yes, sir.
Mr. Passman. Has there been a corresponding reduction in ad­

ministrat ive expenses for the AID  Agency for fiscal 1963? Con­
sidering the transfer  of workload to interregional expense category ?

Mr. Gordon. There are 258 positions which had previously been 
funded under administrative expenses which no longer will be funded 
with administrative expenses.

Mr. Passman. What is the total cost of that item ?
Mr. Gordon. Of the 258 positions?
Mr. Passman. Yes.
Mr. Gordon. I don’t believe I have that  in dollar figures; $2,735,- 

000,1 am told.

ADM INISTR ATIVE EXP ENS ES FOR FIS CA L YEAR 1902 AND FISCAL YEAR 196 3

Mr. Passman. What was the AID  adminis trative expense in fiscal 
1962?

Mr. Tenn ant. The appropriation  was $47,500,000.
Mr. Passman. What amount are you requesting for fiscal 1963?
Mr. Tennant. $55 million; $47.5 million for fiscal year 1962 was 

augumented by unobligated balances reapprop riated  and by a trans­
fer from the contingency fund.

Mr. Passman. What amount are you asking for fiscal 1963?
Mr. Tennant. $55 million.
Mr. Passman. What sum do you have unobligated in the adminis­

trative expense account?
Mr. Tennant. $465,000 of current-year money.
Mr. P assman. Who prepares the budget for the adminis trative 

expense?
Mr. Tennant. That is worked up under the direction of the As­

sistant Administrator  for Administration.
Mr. P assman. Would you remind him that he forgot to take into 

account the fact they had been relieved of 258 positions, saving 
$2,735,000? And if he concurs tha t this is sound, then to drop us a 
note recommending the amount that we shall reduce the funds avail­
able ?

Mr. Ten nant. I believe that amount has been taken into considera­
tion in the budget that he has presented, sir.

In connection with the $55 million-----
Mr. 1 ’assman. But the budget is going up and the personnel is 

going down?
Mr. Tennant. Generally, yes.
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Mr. P assman. That  would not be unusual ?
Mr. Tennant. Personnel is going up, too, as well as the budget.
Mr. Gordon. The administ rative  personnel is going up. Mr. Coffin, 

when he appears la ter, will testi fy on this in detail.
Mr. P assman. They lost 258 by trans fer and should save $2,735,000.
You say tha t personnel is going up and the money request is going 

up. We are talking now about the administrat ive item.
Mr. Tennant. Yes, sir.
When I said $55 million, I should have mentioned tha t the au­

thorizing language cut us below the $55 million request.
ADM IN IS TR ATI VE EXPE NSE S FR OM  CON TIN GEN CY FU N D

Mr. Passman. Were there any allocations from the contingency 
fund last year which went into the administrative expense account?

Mr. Tennant. Yes, sir ; $3 million.
Mr. Passman. If  tha t is not a bowl of fish I never smelled one.
Mr. Tennant. I believe that was indicated as a  possibility in last 

year ’s hearings.
Mr. P assman. You always indicate you are going to eat the golden 

egg, or the hen that la id the golden egg, but  that  is getting to be pre tty 
good when we make moderate reductions in the adminis trative ex­
pense and you offset it by direct t ran sfe r out  of the contingency fund.

When did you make the trans fer ?
Mr. Nemecek. March 22,1962.
Mr. Gordon. I might add, Mr. Chairman, that  the indication to 

the committee that we might have to resort  to the contingency fund 
was made-----

Mr. Passman. Who indicated that  possibility, and for  what reason ?
Mr. Gordon. I think we can find it in the hearing.
Mr. Passman. Is this jus t a th reat—if you cut it, we will offset it 

from the contingency fund ?
Mr. Tennant. Mr. Sheppa rd indicated i t las t year in the testimony 

in response-----
Mr. F ord. Will the chairman yield? This  was an allocation made 

in March of this year from the contingency fund  ?
Mr. Gordon. Yes, sir.
Mr. F ord. That is 9 months aft er the beginning of the fiscal year.
Mr. Gordon. Tha t is right.
Mr. F ord. Does tha t mean you d idn’t tr y to plan your program to 

fit the cloth so far as dollars were concerned ?
Mr. T ennant. I think this relates to the tota l problem of the  p re­

sentation of the administ rative budget last year.
As you perhaps  recall, the amounts put in the budget were pu t on 

the basis of jus t the continuat ion of the existing staff and did not 
recognize the changes, since it  was early in the period of reorganiza­
tion.

When Mr. Sheppard testified, he so indicated tha t this was the situation.
Mr. P assman. This would be appropr iate  to take up when Mr. 

Coffin fuipears.
Mr. Gordon. Mr. Chairman, since there was a reference to the pas­

sage in last year’s hearings, would you mind if I jus t read this pa r­
ticular passage?

Mr. Passman. Wait until  I get a copy.
Mr. Gordon. Page 1167:

87 948— 62— pt.  3------ 47
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Mr. Passman. Do you, by any chance, have any items direc ted to any supple­
mental requests th at would be termed administra tive expenses?

Mr. Sheppard. No, sir, if we needed extra  money we would tran sfer  it from 
other appropriations.

Mr. P assman. You would if the language thi s year permitted i t, you mean.
Mr. Sheppard. Yes. I should like to point out, Mr. Chairman, th at what our 

budget officers faced in the spring of this year was analogous to the merger of 
several businesses which are required to file a budget wi th a corporation com­
mission in a State, but the merger is held up for a variety of reasons. Our 
merger has been held up, and our budget officers did, I think, what was the 
only honest and prudent thing to do. They did not try to pull a figure out of 
the a ir or dummy a figure. They trie d to merely project Ju ne 30 employment.

On page 1191 it reads as follows:
Mr. Passman. At the bottom of page 1 of the justification you state : “This 

may well lead to additional manpower requirements during fiscal year 1962 
which cannot be met within the limits of th is budget.”

You also state: “Additional administration  funds and staff which may be 
required during fiscal year 1962 for any of these reasons would be provided 
through tran sfer s from other appropria tions under authority of section 610 
of the act.”

Have you ever trans ferred any of the funds to administrative  expenses in 
the pas t?

Then it goes on afte r that.
Mr. Passman. You skipped over an important pa rt of this, and 

reading as fas t as you did  i t is only natural you would skip  that , and 
you are forgiven. However, 1 shall quote i t :

Mr. Passman. You projected the highes t figure, did you not?
Mr. Sheppard. It  turned out tha t way. We did not know at tha t time. It  

has increased since the estimate.

I know i t is just an oversight that you left that statement out which 
appears at the bottom of the page.

RESE ARCH, EVA LUATION , AND PL ANNIN G STAFF

What  is the 1963 cost of the Research, Evaluat ion, and Plann ing 
Assistance Staff?

Mr. Gordon. Fiscal year 1963 it will be $908,000 compared to 
$432,000 in fiscal year 1962.

Essentially the positions in these figures, the difference, is in total 
man-years served. The positions-----

Mr. P assman. In effect, the 1963 program is almost double the 1962 
program in this category ?

Mr. Gordon. Yes, sir;  marking the first year ’s operation of this 
staff.

PROGRAM SUPP ORT FROM  OTH ER FEDERAL AGE NCIES

Mr. Passman. Are there any personnel involved in the $5,460,000 
estimate for program support by other U.S. governmental agencies?

Mr. Gordon. These are payments to other U.S. Government agen­
cies, Mr. Chairman.

Mr. Passman. This is a payment to other agencies of Government 
for services rendered ?

Mr. Gordon. That  is right.
Mr. Passman. Can you give us a breakdown of the payments, by 

agency ?
Mr. Gordon. Yes, sir. I have a breakdown by agency, sir, for fiscal 

year 1961, fiscal 1962, and fiscal 1963.
Mr. Passman. We shall insert it in the record at this point.
(The information referred to follows:)
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PARTICIPANT TRAINING

Mr. Passman. The justifications indicate on page 242:
In it ia l en thus ias m in the  Un ited St ates  ha s decl ined , pa rt ic ul ar ly  in ce rta in  

in du st rial  a re as  in  connection w ith  par tici pa nt  tr ain ing .
Would you comment on that statement, sir?
Mr. Gordon. This is a difficult phenomenon to  explain, Mr. Chair­

man, but  the fact is tha t i t is becoming more difficult to place p artici­
pants and maintain them in certain industrial areas, such as ceramics, 
leather goods, and textiles. This  simply requires more work on our 
part to make these arrangements. Without the  cooperation of private 
indust ry, the agency could not carry  out its training programs.

Mr. P assman. The initial enthusiasm cools afte r they have been 
here a while. Is that what thi s implies ?

Mr. Gordon. I wouldn’t want to generalize.
We simply have some difficulty in placing some of these people with 

some industries.
Mr. P assman. By partic ipants , we mean people coming in from 

other countries to our country for  training?
Mr. Gordon. Tha t is right.
Mr. P assman. There are many people, educated people, religious 

leaders, even a college president from Africa, who think  this  practice 
is harmful. The college president  came to my office and spent several 
hours pleading with me, as though I had any control over it, to stop 
bring ing these people to th is country. Invariably, he said, they came 
here and they were dissatisfied when they were asked to go home.

He said tha t much more could be accomplished if we would tra in 
these people in their own country.

What do you think about that viewpoint?
Mr. Gordon. I think you put your finger on a very important  prob­

lem. Mr. Chairman, and we are well aware of it.
Mr. Passman. Pu tting  my finger on it would do no good unless 

you have a plan, and unless you concur tha t it would be desirable, 
where possible, to train these people in their own country.

Mr. Gordon. We agree with you and we are doing it to a great 
extent.

During fiscal year 1961-----

INCREASE IN  NUMBER OF PARTICIPANTS

Mr. P assman. How much have you reduced the partic ipants in 
1963 below 1962?

Mr. Gordon. I haven’t tha t figure but I  do have-----
Mr. P assman. We want to know how many participants you had 

in 1962 and to what figure you have reduced it  for fiscal 1963.
Mr. Gordon. We have not reduced the participants . We anticipate 

an increase in part icipants  in 1963.
Mr. P assman. I see. You jus t agreed with me that  we should train 

participan ts in the ir own countries. The record does not indicate 
steps being taken in that direction.

How many particip ants  did you have in fiscal 1962 ?
Mr. Gordon. We had in training in this country  approximately 

10,000—about 5,500 new arrivals and 4,600 carryovers from 1961.



737

Mr. P assman. How many did you have as of June 30 ?
Mr. Gordon. I haven’t the precise figure. It  was approximately 

3,900.
Mr. Passman. H ow many do you contemplate bringing over in fiscal 

year 1963?
Mr. Tennant. Approx imately  6,000.
Mr. Passman. Th at is almost 10 percent more than  you brought 

over last year?
Mr. Gordon. That is right.
I merely wanted to make the point  t ha t we are train ing a number 

of participan ts in other countries that are closer to th eir own natural 
environment.

Mr. P assman. Tha t is true, Mr. Gordon, but the participant item is 
increasing in the inter regiona l program, is it not ?

Mr. Gordon. Yes; it  is, sir.
Mr. Passman. Thank you.
How many partic ipan ts did you have in fiscal 1961 ?
Mr. Tennant. 6,510 arrivals  in 1961, sir.
Mr. Passman. When did you detect the decline in enthusiasm?
Air. Gordon. I believe this decline is limited to certain industrial 

areas, Mr. Chairman.

PAR TICIPAN T SUPPORT COSTS

Air. Passman. What is the cost of each element of part icipa nts’ 
service? Give us a breakdown for one partic ipan t.

Air. Gordon. The average cost per part icipant in fiscal year 1962 
was $4,560.

Air. T ennant. $500 of thi s amount is the suppo rt cost you are talk ­
ing about.

Air. Passman. Wha t does it cost for each par ticipan t we bring 
over, train, and send home ?

Air. Tennant. The average cost per parti cipant, and this is over 
and above the support cost th at Air. Gordon ta lks about, is $4,030.

Air. Passman. AVhat is the support cost per participant?
Air. Gordon. That would be, the program support figure which I am 

talk ing about now, on the order of $500 per participant.
Air. Passman. Are any other  costs involved?
Mr. Tennant. No, sir.
Air. Gordon. The support costs are essentially payments for insur ­

ance, interpre ters, orientat ion, and specialized tra ining programs in 
universities and colleges.

Air. Passman. It  has nothing to do with expenses of the part ici­
pant ?

Air. Gordon. They are in effect all the  costs that  are incurred which 
cannot be att ributed to a p arti cular country program.

UNIVERSITY  COSTS FOR TRAINING PARTICIPANTS

Air. P assman. Can you tell us what a university , college, or  insti­
tution gets per year for train ing  a participant?

Mr. Gordon. I haven’t the data  but we can supply some informat ion 
for the record.
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Mr. P assman . Ha ve  you the  infor ma tio n, Mr.  Te nn an t?
Mr. T en na nt . I have no figure fo r the  cost to the  universit ies .
Mr.  P assman. We hav e never rece ived an ave rage of wha t the  c ol­

lege or un ivers ity  would get  in the  way  of tu iti on  pe r ye ar  pe r par­
tic ipan t. I f  you could  give us some inf orma tio n on it  we would  ap ­
preci ate  it.

Mr.  F ord. May we have  it iden tified pe r insti tut ion , pe r stu dent?  
Sho w th e d urat ion o f the p ar ti ci pa nt ’s stay  a t the ins titut ion .

Mr.  Gordon. The difficulty wi th  th is  catego ry, altho ug h we can 
ave rag e it  out , is th at  the  pa rti cipa nt s are  not norm ally engag ed in 
fu ll- ye ar  pro gra ms . They oft en  un de rta ke  spec ial courses o f 1 m onth, 
5 or 6 mon ths.  But we can g et you  an average.

Mr. P assman. Give us the  best in form ati on  you can on it.
Ma ny people believe , and I  agree wi th them , th at  th is  phase  of  t he 

prog ram m ay do more  harm  t ha n good, because  th ey  become very en­
vious an d jealous  and  man y may  ac tua lly  go home w ith  s tro ng  feelings 
ag ain st us.

They know the y may  live th ei r lifetimes out in th ei r own country , 
and  it  is impossib le fo r them  eve r to a cqu ire such a  sta nd ar d as we have.

Mr. Gordon. Th at  is an im po rta nt  poi nt,  Mr.  Ch air ma n.
(T he  in for ma tion f ol lows :)

Representative tuiti on costs in  colleges and univ ersi ty trainin g A ID  part icipant

Name of inst itu tion
Academic

year
1957-58

Academic
year

1959-60

Academic
year

1961-62

Percentage 
of increase 

in last 5 
years

Colu mbia  University, New Y ork Ci ty______________ $974 $1,174 $1,146 49.9
Fra nklin  and Marsha ll College, Lancaster, P a _______ 800 975 1,175 46.9
Georgetown University,  Washington, D .C .. __ ____ 7.50 900 1,100 46.7
Beloi t College, Beloit, Wis______________  ________ 700 950 1.275 82.1
Tulane  U niversity , New Orleans, L a ____ _____ ____
Syracuse Unive rsity , Syracuse, N.Y _______________
University  of Chicago, Chicago, Il l_________________

650 880 1,230 89.2
900 1,100 1,230 25.6
900 960 1,140 26.7

University of Michigan, Ann Arbor, Mich.:
In  State ____  ______________________ _____ _ 200 280 1 280 40.0
Out of S tat e___ _____________________________ 470 750 750 59.6

Michigan State  University, Ea st Lansing, Mich .: 
r  In  St at e___________________________________ 255 255 279 9.4r '  Out of S tat e__________ ________  __________ 550 550 679 23.5
University of Colorado, Boulder, Colo.:

In  S tat e__ _____ _ ____________________ _____ 200 212 232 13.8
Out of S tat e______________________________  .. 570 612 732 10.9

University of Vermont, Bur lington, Vt.:
In  State _________  . . .  ____  _______ ___ _  . 225 225 416 89.3
Out of S ta te .____ ____________ _______________ 500 700 700 40.0

* F or 1962-63 the University  of Michigan tuit ion  has increased to $1,000.

CO MM UN ICAT ION RESOURCE SERVICES

Mr. P assman. Th e com municatio n resource  srevices est imate  is 
$900,000.

Can you give us the  num ber o f p ersonnel in  t hi s catego ry ?
Mr.  Gordon. Th ere  are no personnel in th is  cat ego ry,  Mr . Cha ir ­

man. These people who c arry  o ut the  co mm unicat ion  resources func ­
tio n a re f unded  und er  the  AIT) W ash ing ton  p ro gr am  staff.

How ever, the $900,000 whi ch shows is fo r pa rt ic ul ar  proje cts  laid  
ou t in the  g ray book  which you have s ta rt in g on page 899.

Mr. P assman. Do you  no t ind ica te in your  books  th at  th is  service 
tr ai ns  i lli ter ates  ?
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Mr. Gordon. What it does, Air. Chairman, is to develop « variety 
of means for improving our communications with other nationals 
and helping the teachers in the other countries to  communicate better.

The book does indicate  that one of the activities involved is to com­
municate to people who are illiter ate such skills as they are able to 
pick up, through pictures and through other devices.

Often, while it  would be desirable to make people more literate, you 
cannot afford the time.

PROGRAM SUP POR T BY STATE DEPARTME NT

Mr. Passman. Prog ram support by the State Department is up 
$168,000 to $5,700,000?

Air. Gordon. Yes, sir.
Air. Passman. AVhat is the basis for tha t increase ?
Air. Gordon. Primarily  the expansion of our programs in Africa. 

As you know, this  particular tran sfer  to the State Department is for 
certain functions they perfo rm for us by way of housekeeping, com­
munications, health, fiscal, transportation , custodial services, and 
things of tha t nature.

Air. Passman. It  would be remarkable  if, somewhere along the 
way, we could ever get a recapitulation of the funds other agencies, 
part icula rly the State Department, draw off from other appro­
priations .

AVhat is the basis for the increase, simply stated ?
Mr. Gordon. Extension of the A ID programs in Africa.

JU ST IFIC ATI ON FOR STATE DEPARTME NT SERVICES

Mr. Passman. If  the number of State Department personnel as­
signed to the country is not increased, how could they justi fy the 
additional funds?

Air. Gordon. The basic reason is th at there is a leadtime involved 
between our obligating funds and when the State Departmen t has 
to provide these services for our people on the spot.

Mr. P assman. This is going up every year. You are  increasing it 
this year by $168,000. I t has gone up from 1961, when it  was $5,189,- 
000; in 1962 it was $5,532,000, and in fiscal year 1963 it is up to 
$5,700,000.

AAre would like to know whether or not they are just milking this 
AID program for more funds or whether it is necessary fo r them to 
increase the personnel and other  related expenses so as to perform 
the services required of them by the AID  people.

Can you give us some information on t hat  matter, whether or not 
there is an increase in State Departm ent personnel?

Air. Gordon. I would hesitate to reply to your question for the 
Department of State.

Air. Passman. You are asking fo r the money.
You should demand of them informat ion as to why they ask for 

the increase?
Air. Gordon. AVhen you hear Air. Coffin on administra tive expenses 

there will be a separate justification presented by Air. Lewis, of the 
Department of  State, who also will be able to talk to this item.
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Mr. P assman. But  this is your field. You are t estifying today for 
these funds, are you not ?

Mr. Gordon. They fall in this category.
Mr. T ennant. I think for this parti cular item there are additional 

costs by the Depar tment of State to us.
Mr. Passman. We want to know what they are, because this item 

is cont inuing to go up. Would you try  to get those figures for us?
Mr. Tennant. Yes, sir.
(The informat ion follows:)

Adm inist ra tiv e Support Services by  Depar tm en t of State

The following schedule shows for fiscal years 1962 and 1963 the total admin­
istra tive and program funded costs of the administrative  support services pro­
vided by the Department of State to the Agency for International Development. 
Although the information requested pertains specifically to interregional ex­
penses, this  schedule is furnished for the following reas ons :

The costs to be borne by the Department relative to support services to be 
provided to AID are computed at the total AID level. It  is neither  feasible 
nor practica l to a ttempt  to allocate each of the numerous and variable items of 
expense to administ rative and program funding. The total costs are then pro­rated  to the funds chargeable on the basis of personnel distribution. The sched­
ule therefore shows (a) breakdown of total costs of the support services by item of expense, followed by (b) allocation of the total costs to sources of financing.

The overall increase of $385,000 projected for this item is at tributable  to (a) 
increased staff and operating expenses required by State  to service the increased 
level proposed for AID oversea personnel and (b) normal wage and price in­
creases. This amount represents 4 percent of the 1962 estimate. This is in line with the percent increase proposed for AID oversea staffing, both admin­
istra tive  and program. In terms of sources of financing, $205,000 of this in­
crease is chargeable to admin istrative and $180,000 to program funding. These 
amounts represent 8.7 and 2.8 percent respectively, of the applicable 1962 esti­mates. These percentages are in line with the percentages of increase in AID staffs chargeable to these fund sources.
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Adminis tra tive suppor t services by Department of  State (support  of oversea opera­
tion s)— Tota l adm inist rativ e and  program financin g

[Dollars In thousands]

Fiscal year 1962 estimate Fiscal year 1963 es timate

Posi­
tions

Man-
years

Cost Posi ­
tions

Man-
years

Cost

Breakdown of requirements:
A. General oversea support  services: 

1. Dep artmenta l staff and  re­
lated costs for su ppo rt to 
oversea support  opera­
tion s_________________

2. Centralized  costs of oversea 
sup port operat ions:

(a) Communication fa­
cilities__________

(b) Medical care for
Foreign Service 
personnel_______

(c) Vehicle replace­
ments__________

(d) Expenses of De­
par tment  of State 
Foreign Service 
personne l (AID  
share of personnel 
encased in sup­
porting services):

(1) Post  assign­
ment and 
h o m e  
l e a v e  
tra ve l___

(2) E d ucati on
and  home 
s e r v i c e  
and trans­
fer allow­
ances____

(3) M e d i c a l
and  re­
cru itm ent  
c o m p le ­
ments___

(4) L an g u ag e
tra in ing. ..

Total cen­
tralized 
co st s. .. .

3. Oversea costs of sup por t 
operations:

(a) Latin  America------
(b) Near  Eas t and

South Asia_____
(c) Africa___________
(d) Eu rop e__________
(e) Far  E a s t .. ..............

Total  oversea 
sup por t at posts. 

B. Special sup por t services (Includes 
Tehran hospital, Kabul  hospi­
tal,  e tc.) ....................................... .

Total  requireme nts.

8ource  of financing:
AID adm inistra tive funds______
AID program funds:

Dollar f inancing......................
Foreign curren cy t ru st fund s.

Sub tota l, program funds. 

To tal  fin ancing________

134 131 $966.0

263.0

615.0

27.0

743.0

60.0

47.0

12.7

1, 767. 7

141 134 $1,000.0

266.0

650.0

27.0

775.0

64.0

50.0

13.0

1,845.0

Posit ions Positions

Ameri­
can

Local Amer i­
can

Local

285

63

326
150
63

161

763

580.0

1,850.0 
1,660.0 

449.3 
1,160.0

5,699.3

293.0

8, 726.0

2,356.0

5,525.0 
845.0

6,370.0

8,726.0

296

70

340
175
40

165

790

720.0

1,900.0
1,860.0

350.0
1,196.0

6,028.0

240.0

9,111.0

2,561.0

6,700.0
850.0

6,550.0

9,111.0
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REQUEST FOR F UNDS FOR SERVICES FOR VARIETY OF PROGRAMS

Mr. Ford. Is this request for $30 million a line item in the proposed 
appropriation bill?

Mr. Gordon. Not in the appropriation bill. I t is a line item in the 
breakdown we have provided on page 219, that part of the “Develop­
ment gra nt” category in other programs which is not distributed to 
country programs. It  cannot be attributed easily to any country 
program.

W hat this category does essentially is to provide common services 
for a variety of programs.

Mr. P assman. It  supplements?
Mr. Gordon. It  does, sir.
Mr. Passman. In reality, if the time should ever come when we 

just have a limited amount of money, and the program must go on, 
a good p art of this interregional  program could be absorbed into the  
country programs, could it not?

Mr. Gordon. No, sir. Let me give you an example. Take partici­
pant training. The country programs absorb such expenses for indi­
vidual participants  as they can.

They pay their transporta tion to this country, provide certain al­
lowances, and so forth.

The country program will also pay tuition fees at a U.S. university 
if it involves a normal course a t the university and the cost can be 
predicted in advance, in o ther words, if you can simply pay for one 
person to go to a university.

The program I am talkin g about here essentially provides special 
courses that  universities, factories, or Government agencies have to 
construct especially to meet peculiar needs of a group of participants, 
and these payments are made to these institutions or Government 
agencies in a lump sum for the service performed for a special course.

These cannot then be attr ibuted to all the country programs.

CONTRACT SERVICES----INSURA NC E FOR PAR TIC IPA NT S

Mr. Passman. Let us take health and accident insurance for par ­
ticipants.

You have contract services, $205,000. What services are rendered 
for this $205,000?

Air. Gordon. This is a  contract, as the  text indicates, with a par ­
ticula r insurance company which provides a number of benefits.

Mr. Passman. This has nothing to do with train ing of part ici­
pants; it is merely insurance to cover the participants?

Mr. Gordon. Tha t is right.
Mr. Passman. Why could not the regular AID  program, which 

originally provides the participants, include the insurance costs in 
its request ?

Mr. Gordon. These would then have to be individually negotiated 
contracts for each participan t.

Mr. P assman. You can certainly have a master policy, can you not, 
by which this could be worked out ?

Mr. Gordon. Tha t is essentially what this is. This is a contract 
signed by AID  with Consolidated Mutual Insurance Co.
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In  any case, we would have to enter into a contract  with some in­
surance company.

Mr. Passman. You do not handle this directly as pa rt of th e coun­
try  program, though. You have to  go back and pick up this  app ro­
priat ion to find out how much goes into the country, do you not ?

Mr. T ennant. These items are not portioned  out to the individual 
country programs. It  would be a terrific accounting job to charge 
these out to each individual country  program.

Mr. Passman. This is not pa rt of the cost of the country program 
which the regional people justi fy. This is in addition?

Mr. Gordon. That is right.
Air. Passman. So, in reality, when we are trying to figure out the 

cost of aid for a par ticu lar country, to get an accurate figure we would 
have to go back and have a breakdown on this, would we not?

Mr. Gordon. You would have to make some arbitra ry allocations.

COST OF AF RICA N PROGRAM

Mr. Passman. You are asking for $150,250,000 for the African 
region; is tha t correct ?

Mr. Tennant. For what field of activity ?
Mr. Passman. I am ta lking about the total  request.
Mr. Miller. Mr. Chairman, I think th at is the to tal of development 

gran ts and supporting  assistance programs for  Afr ica  in fiscal year 
1963.

Mr. Passman. If  you are ever to ascertain the real cost of the p ro­
gram per country then you would have to do research and allocate this 
$30 million, by country, to get the total ?

Mr. Tennant. That is technically correct. We just  do not, as a 
matt er of practice, do that.

Mr. Passman. This amounts to plus funds for  the countries in 
Africa , and you would have to make a complete spread and analyze 
this to know how much each country got of thi s additional money?

Mr. Gordon. Yes, sir; you would.
Mr. P assman. You would need tha t data  to finally firm up  the total 

tha t the country got. Is tha t a statement of fact  ?
Mr. T ennant. Yes, sir.
Air. P assman. Air. Ford?
Air. Ford. Under  what paragraph  or item in the appropriation bill 

does this $30 million come ?
Air. Tennant. It  comes under the heading of “Development gran ts.”
Air. F ord. In other words, this $30 million will be funded out of the 

development grant  portion of the appropriation ?
Mr. Gordon. Tha t is correct.
Mr. F ord. Tha t request as shown in this document is $335 million?
Air. Gordon. Tha t is right,  sir.
Air. F ord. Tha t has since been reduced by the authorization bill?
Air. Gordon. To $300 million.
Air. F ord. Tha t is all, Air. Chairman.
Air. Passman. What type of training do you give wives of de­

pendents ?
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PROGRAM FOR OR IENT AT ION OF DE PE ND EN TS

Mr. Gordon. We are inaugurating, Mr. Chairman, a procram for 
orienting the wives and dependents  of employees who are going over­
seas so tha t they become familiar  with  the area they are going to and, 
where necessary, tha t they at least get a beginning in the language 
thev will have to know.

Mr. Passman. How much do you propose to spend for tra ining of 
wives and adult dependents of employees?

Mr. Gordon. I do not believe we have tha t breakout, sir. It  is in a 
larger category. I could supply it  to you, however.

Mr. P assman. We want tha t information. You cannot give us the 
to ta l?

Mr. Gordon. I cannot give you a total for dependents as such.
They are in a general category.
Mr. P assman. Let us get the general category.
Mr. Gordon. We have a regular orientation course, Mr. Chairman, 

which is estimated to cost $120,000 out of program funds in fiscal 
year 1963 and in addition we have a program, the so-called executive 
orientation, for people who are going out in senior positions.

Mr. P assman. You say specifically that  you are going to inaugura te 
a training program for the wives and adu lt dependents of employees?

Mr. Gordon. Tha t is right, sir.
Mr. P assman. How broad is th is going to be? How long will the 

course be, and how much will it cost? Can you get tha t information, 
in total, for us?

Mr. Gordon. I  cannot give you the dollars, but I can give you the 
breakout in numbers of people who would be trained . I can get you 
the dollars later  on. However, in fiscal year 1963 we would send 
through our regular orientation course, or at least a portion of it, an 
estimated 850 dependents. Now the course for employees would l ast 
a to tal of 8 weeks; the dependents would go through it for a shorter 
period. They would go through a 2-week period having to do with 
the culture, geography, and politics of the area they are going to 
and also receive some language tra ining . This is under a new legisla­
tive authori ty, which we have jus t acquired. Do we have the citation 
of wha t tha t authority is?

Mr. Passman. Off  the record.
(Discussion off the record.)
Mr. P assman. Sav tha t “Joe Doakes” is assigned to Tanganyika 

and he has four small children. They want to learn the language of 
the country. Fo r how long a period does the course extend?

Mr. Gordon. I  can assure you the four small children won’t be sent 
through the course, but h is wife will. Dependents really mean wives 
and adul t dependents.

Mr. Passman. How long will the course be ?
Mr. Gordon. This will vary depending on the language required 

and the time available for the training.

SEN IOR  OFFICER  COURSE

Mr. P assman. Page 243 indicates that  you propose to establish a 
senior officer course in fiscal year 1963.

Could you give us some information on that matter?
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Mr. Gordon. Yes, sir.
This is a 10-month program for personnel who are  actually desig­

nated as mission directors, mission deputy directors, or some other high  
leadership positions.

Mr. Passman. Do you presently have a contract  ?
Mr. Gordon. No, sir.  We did obligate some money in fiscal year 

1962 for a consultant to advise us on the  design and struc ture of this 
course and for preparing for it.

Mr. Passman. Wi th whom did you enter into tha t contract ?
Mr. Gordon. I do not know the name of the consultant.
Mr. Tennant. I cannot  tell you the name of the consultant, sir.
Mr. Passman. II ow much did you pay the consultant  ?
Mr. Gordon. I do not  have the figure for the consultant sir, but I 

can get it.
Mr. Tennant, do you have any information on that ?
Mr. Tennant. No, sir.
Mr. Gordon. I have the information, Mr. Chairman. In  fiscal year 

1962, we obligated $6,000 for the compensation of consultants.
Mr. Passman. You are using tha t plural or singu lar ?
Mr. Gordon. One consultant.
Mr. Passman. Who was that  consultant?
Mr. Gordon. I do not have his name. I  can supply it for the 

record.
Mr. Passman. When did  you obligate this money ?
Mr. Gordon. I do not think we have tha t information. We can get 

that, however.
(The information follow s:)

S en io r  Offi cer  Cou rs e

Charles P. Whitlock, of Ha rvard  University , was  engaged as a consul tant to 
offer ass istance  to AID in formulating the  senio r officer course. Mr. Whitlock 
was paid  $75 per day. He was employed a total of 12 full or pa rt days and 
was paid  $818 for his services. In addition  to the  paym ent for  professional 
services AID spent  $612 for  tra nsp ort ation  for  Mr. Whit loc k; thus the  tot al 
expense for  the  consult ing service was $1,430.

Mr. P assman. I s the consultant a member of the AID or is he an 
outside man ?

Mr. Gordon. A consultant is from the outside, sir.
Mr. Passman. You hired a consultant who is not a member of 

AID ?
Mr. Tennant. That is correct, sir.
Mr. P assman. You in A ID understand the d ifferent programs and 

the purpose of the programs in the various countries ?
Mr. Tennant. Yes, sir.
Mr. Passman. Yet you go outside the AID, and get a consultant. 

You pa id one $6,000 last year to come into the  AID to set up a senior 
officer course.

Mr. Gordon. Well, sir, we employ consultants quite frequent ly for 
specialized tasks.

Mr. Passman. This consultant was brought in part icula rly to set 
up a course to tra in senior officers in the A ID to perform A ID work, 
was he not ?

Mr. Gordon. That is right , sir.
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Mr. P assman. Your book says:
For  tilling top positions overseas will be provided a specially  designed 10- 

month program of intensive study in inte rna tional  economic development, 
management  techniques, and cross -cultural communications.

The subjects tha t this man will coordinate are essential to AID. 
You would have to impar t to him the knowledge of AID  before he 
could coordinate a course?

Mr. Gordon. lie would certain ly have to tap the AID  Agency to 
know for what kind of things we want a person trained.

Mr. P assman. He does not come in with the information ?
Mr. Gordon. He comes in with expertise and training  techniques.
Mr. Passman. He knows nothing about the AID program at all?
Mr. Gordon. I do not know who the individual was. He may have 

known a lot about it.
Mr. Passman. He might have been a man you kicked out and 

brough t back in.
How far has this matter gone? Have you entered into a ten tative 

contract with any school or university ?
Mr. Gordon. No. I understand it is being looked at very hard at 

this point.
Mr. Passman. Has the consultant come up with recommendations 

yet?
Mr. Gordon. I do not know th at he has. We can check on tha t.
Mr. P assman. Could you inform us as to the content of the course?
Mr. Gordon. Of the senior officer course, sir ?
Mr. P assman. Tha t is right.
Mr. Gordon. Since the consultant whom we brought on was sup­

posed to design the course, I  cannot tell you any more than we already 
have.

Mr. Passman. Has he designed it yet ?
Mr. Gordon. My impression is th at h is report  is not ready yet.
This is, I gather, one of the points we are going to check on for  you.
Mr. P assman. Would you make available to us a copy of his recom­

mendations to the committee?
Mr. Gordon. I will certa inly see if  that  is possible, sir, if there is a 

report.
Mr. Passman. There had to be a tentative report prepared or you 

would not have given the man the $6,000.
Mr. Gordon. I am sure of that.
Mr. 1 j assman. Do you know how long he worked for the $6,000?
Mr. Gordon. No, sir.
Mr. P assman. Would you get that information for us?
Mr. Gordon. May I add one point-----
Mr. P assman. 1 have not finished my request yet. Would you get 

the information as to the length of time he worked?
Mr. T ennant. Yes, sir.
Air. P assman. Then project the cost of his recommendations. You 

would have to implement them with an appropriation .
Mr. Tenn ant. I understand. You know this is being carefully  

weighed at this point. I do not know whether the  Agency has deter­
mined how fa r it will go in connection with his recommendations, but 
we will do our best in terms of what you say, sir.
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Mr. Ford. What interest s me is how these senior officers have been 
trained heretofore.

Mr. Gordon. Mr. Ford , there has been, according to the  judgment 
of some competent people who were on the President ’s task force last 
summer, too little  tra ining of senior officers going abroad. Some of 
them may have gone through  the 3-week orientation course, some of 
them may have gone to the Foreign  Service Inst itute for a quick 
language course. The task force tha t was established last summer 
and chaired by Mr. James Mitchell, formerly of the Civil Service 
Commission, now of Brookings Insti tution, came up with the very 
strong recommendation that one of the problems AID had confronted  
was tha t of improving its personnel. In improving it, one of the 
tasks it had before it  was not only to get people who had good training  
in part icular techniques but to train  them in a way tha t they are 
simply not trained in institu tions in this  c oun try; to tra in them, in 
effect, to understand how to trans late what they know into terms th at 
these different cultures appreciate. This was a very strong recom­
mendation of this group. On this part icular course they said, and I 
am quoting from their report—they were referring  to AID.

Unless its senior officers have a deep understanding of the development process 
and the ways in which underdeveloped societies can be transformed into modern 
societies, of the manner in which U.S. interests are  involved in this transforma­
tion and how this country can legitimately and effectively participate , their 
subordinate staff no matter how able will operate  significantly below their 
capabilities.

In  short, they were saying because of the peculiar nature of the AID 
business you cannot simply pull people out of American society and 
expect them automatically in all cases to operate effectively overseas.

Mr. P assman. I do not disagree with a sound program, but we ran 
into two or three contracts locally here a couple of years ago that were 
pract ically  unbelievable.

You say you had this course previously. Was it for about 6 or 8 
weeks ?

Mr. Gordon. The senior officer course.
Mr. P assman. Yes.
Air. Gordon. There was a one-shot course this year given for new 

executive recruits.
Mr. Passman. Now it is a 10-month course as it is tentatively 

planned?
Mr. Gordon. Yes, sir.

T EC H N IC A L  ASS IS TANCE ST UD Y GR OU P

Mr. P a ssman. Do you have a technical assistance study group ?
Mr. Gordon. There has been a technical assistance study group un­

der Mr. Ohly tha t has been in effect for several years, now.
Mr. Passman. When was it started?
Mr. Gordon. I do not have the exact date.
Mr. P assman. Do you know when it sta rted, Air. Tennant?
Air. Tennant. I do not have the exact date. I think i t was several 

years ago.
Air. P assman. Do you know the group’s function ?
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Mr.  Gordon. The ir  fun ction  bas ica lly has been to  collect in one 
spot the  technica l assi stance exp erie nce  th at  the Agency  has accum­
ula ted .

Mr . P assman. Do you know the  cost to  da te ?
Mr . Gordon. No, sir .
Mr . P assman. Do you know t he  1963 est imate  of the cost ?
Mr . Gordon. I  do not  believe th at  we hav e th at  broken  ou t sep ­

arate ly . I t  is very smal l. I  know it  is reduced.  I t  is dow n to ju st  
a few people.

Mr. P assman. But  you have  a 1963 pro gra m,  do you  not  ?
Mr . G ordon. I  am told  it  is about $134,000.
Mr. P assman. Le t us see w ha t the y said when the y came  in to  g et  

th is  th ing s ta rt ed :
F unctio nal R ole of  t h e  T ec h n ic a l  A ss is ta n ce  Stu dy  Gro up

The Technical Assistance Study Group is a temporary unit established within the Office of the Deputy Director of Program and Planning. Its sole function is tha t of conducting a 14- to 18-month study in depth designed to answer the following general questions.
Then they go along.
Th is is ju st as st ra ig ht  to the po in t as it  could be—14 to 18 months. 

Th is was in 1960. So the re you go. Th ere is ju st  no such th in g as 
ever  sto pp ing any  of  thes e li ttl e th ings  when the y ge t sta rte d.

Th an k you.
Mr. Fo rd ?
Mr. F ord. No quest ions .
Mr.  P assman. Th an k you  very much , gen tlem en.
Mr. F ord. May I  ask  one questio n ?
Mr. P assman. Ce rta inl y.
Mr.  F ord. Since th is proposed $30 mil lion  fo r the prog ram comes 

out of the  developmen t gr an t po rtion  of the  bill , is there any reason 
why  in the  language  we could not ea rm ark  X  am ount,  wh eth er it is 
$30 mil lion , $20 mil lion , or any othe r figure , so th at  we clearly know 
how  much is made ava ilab le an d how much can  be spen t, no more or  
no less?

Mr. P assman. I  th in k i t is an  excellen t idea.
Mr. Gordon. I migh t po int out , Mr. Ch air man , in connect ion wi th 

Mr. Ford ’s po int th at  we ac tua lly  obligated som ewhat  less in fiscal 
ye ar  1962 than we estim ated fo r th is ca tegory .

Mr . P assman. Th an k you very much.
We sh all  recess un til  tom orrow mo rni ng  at  10 o’clock.
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Monday, August 13,1962 . 

CO NTI NGEN CY FU ND

W IT N E S S E S

HO N.  F R A N K  M. C O FFIN , D E PU T Y  A D M IN IS T R A T O R  FO R O PE R A ­
TIO NS,  A ID

ED W A R D  F.  T E N N A N T , A CTIN G  CONTR OLL ER , A ID  
B A R TLETT H A R V E Y , C H IE F , EC ON OM IC  PR OG RAM  D IV IS IO N , PR O ­

GRA M  R E V IE W  A N D  COO RDIN ATIO N  ST A FF, A ID
L E IG H  M. M IL L E R , L E G IS L A T IV E  PR OGRAM S COORDIN ATO R,  A T T )  
LO UIS  F R E C H T L IN G , PRO G R A M  R E V IE W  AND COO RDIN ATIO N 

ST A FF. A ID
K E N N E T H  M. R A B IN , P R E S E N T A T IO N  COORD IN AT OR,  A ID

Mr.  P assman . Th e commit tee w ill come to order .

FISCAL YEAR 19G3 REQUIREMENTS FOR SECTION 2 0 2 (b )  COMMITMENTS

W ha t is the a mo un t o f fun ds  requir ed  in  fiscal 1963 to  mee t our  com­
mi tm ents un de r section 202(b ) ? I  re fe r to Ta ng an yika , Tu nisia , a nd  
Pa ki sta n.  I th in k Pa ki st an  is $225 milli on . Can you fill us i n on t he  
othe r two ?

87948—62—pt. 3---- 48
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PAKISTAN

Is Pakis tan actually a20 2(b) commitment yet?
Mr. Miller. Neither Pakistan nor Tunisia have yet been communi­

cated to the committee, it is my understanding, although  the  Pakistan 
commitment, the agreement, is presently on its way back from Pak ­
istan. As soon as it is received here and signatures are verified-----

Mr. Passman. It  will be a 202(b) commitment ?
Mr. Miller. Tha t is right.
Mr. Passman. Tha t is m the amount of $225 million ?
Air. Miller. Aly recollection is that  that  is correct.

TANGANYIKA

Air. Passman. How about Tanganyika?
Air. Miller. That is—let me review my record, Mr. Chairman.
Aly understanding is that  in fiscal year 1963, $5 million is expected 

to be needed to fulfill the  commitment under section 202(b) commit­
ment.

Air. Passman. To what country ?
Air. Miller. Tanganyika.
Air. Passman. $5 million?
Air. Miller. Yes, Mr. Chairman.

TUNIS IA

Mr. Passman. How about Tunisia ?
Mr. Miller. I will have to supply that  for the record, Mr. Chairman. 

I haven’t the statistics with me at the present time.
Air. P assman. Off the record.
(Discussion held off the record.)
Air. Passman. The maximum under the commitment to Tunisia 

would be $180 million ?
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Mr. Miller. That is correct, Mr. Chairman, although I would like 
to get the estimate for fiscal year 1963.

Mr. Passman. We are talking about tha t now.
Mr. Miller. Tha t $180 million is for 3 years.
Mr. P assman. You do not know what part will be for fiscal 1963? 
Mr. Miller. I haven’t the estimates at the present  time.
Mr. P assman. As i t stands now, if Pakis tan should be transferred 

to a 202(b) commitment for $225 million, Tunisia $180 million, and 
$5 million to Tanganyika, that  would be a total  of $410 million under 
202(b).

One other matter before we proceed with the contingency fu nd :

TR EA SU RY  RECE IP TS  AN D W IT HDRAW ALS

It  is a good idea tha t the Treasury Depar tment  started  publishing 
a da ily sta tement a few years ago showing the intake, net deposits to 
the c redit of the T reasury, and the withdrawals for the same number 
of days.

On August  7, 1961, we had established a record up to  th at time for 
net deposits in the Treasury from the beginning  of the new fiscal 
year, but we also established another record, and tha t was in the 
amount of withdrawals from the Treasury.

However, on August 7, 1962, fo r the first 37 days of this new fiscal 
year, total withdrawals from the T reasury had amounted to  $12,149,- 
313,747.27, whereas withdrawals for the corresponding period last 
year, 37 days, amounted to $10,351,461,661.03.

I think the more often we look at these statements, the contrast 
what we are doing this year with previous years, it might  be worth­
while for all of us.

We shall insert this statement in the record.
(The  Treasury statement referred to fol lows :)
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Amount of Contingency F und, 1962 and 1963
Mr. Passman. We have with us this afternoon our former colleague, 

Mr. Frank M. Coffin. He is the Deputy Administra tor for Opera­
tions, Agency for Internatio nal Development.

I believe Mr. Coffin, this afternoon, will testify  for the request for 
the contingency fund for the fiscal year 1963.

Is tha t correct, sir ?
Mr. Coffin. Yes, Mr. Chairman.
Mr. Passman. You had a contingency fund in fiscal 1962 in the 

amount of $275 million. Tha t was the  line item new appropriation, 
and there were some unobligated funds from prio r years. The esti­
mate submitted to the Congress this year calls for $400 million. Is th at 
correct, sir?

Mr. Coffin. Tha t is correct.
Mr. P assman. We would be pleased to hear from you a t th is time, 

Mr. Coffin.
Mr. Coffin. Thank you, Mr. Chairman.

General Statement on Contingency F und

Mr. Chairman, members of the subcommittee, my purpose today is 
to suppor t the P resident’s request fo r a substantial contingency fund 
for use th is year under the Act for International Development. As 
you know, the President requested in his budget $400 million for th is 
purpose in fiscal year 1963 but the recent authorizat ion act provides 
only $300 million. I want to stress to you as st rongly as I  can the 
vital nature  of th is element of the foreign assistance program and the 
grea t importance tha t the full amount authorized be appropriated. 

NEED FOR CONTINGENCY FUND

The need for a contingency fund has been recognized for  a number 
of years in the aid program and has won increasing acceptance from 
Congress as a tool of extrao rdinary usefulness to the President in 
the conduct of foreign affairs in this troubled world. For this past 
year the Congress approved contingency funds  totaling $284 million 
which proved to  be insufficient to meet the urgent  requirements t hat  
arose, and late in the year it was necessary for the President  to exer­
cise his  authority to supplement this fund with a transfer  from the 
“Mili tary assistance” appropria tion.

The need for a contingency fund is widely recosmized and ac­
cepted. It  has again been authorized for this year by the Congress 
in the  Foreifim Assistance Act for 1962. Furthermore, in their  report 
on tha t bill the Foreign Relations Committee of the Senate stated:

The committee believes th at  a contingency fund  of this size i s e ssent ial to the 
purposes of the foreign  aid  program and overall  U.S. foreign policy. In every 
part  of the world, host ile pres sures aga inst  independent societies are  capable 
of producing combustible situatio ns. In coping with  such situatio ns—Vietnam 
is an example—the  Pre sident  must have considerable  scope and flexibility , plus 
the autho rity  to commit resources as swif tly as  he deems necessary.
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In  their  report on the same bill, the Foreign Affairs Committee 
of the House cited with favor  the testimony of the Secretary of State  
on this subjec t:

The Secretary of State, in testimony on aid matters, simply and effectively 
described to the committee the tremendous advantage of having this fund for 
contingencies:

“During the pas t year, for example, it was a life-saver to us to have a con­
tingency fund with which we could move promptly as the situat ion develoi>ed 
in the Dominican Republic, and as the pace of pressures and infiltration stepped 
up in Vietnam, it was very important to us to have a chance to respond there. 
When a new Syrian Government came into existence it was possible for  us to 
move promptly in giving them minimum assistance in getting off with a star t 
on their balance of payments arrangements.

“We do not look upon the contingency fund as an addition to those appropria­
tions which the Congress has limited in one way or another, but a genuine effort 
to put ourselves in a position to respond promptly  to fast-moving situations  in 
different par ts of the world.’’

Furthermore, the President has repeatedly expressed his  feeling of 
the urgent necessity for an adequate contingency fund, recognizing 
tha t “many of those whom we help live on the  ‘frontlines’ of the  long 
twilight struggle for freedom—that  others are new nations poised be­
tween order and chaos—and the rest are older nations now undergoing 
a turbulent trans ition  of new expectations,” and recognizing further  
tha t all of the urgent requirements for American assistance to these 
nations, old and new, cannot be foreseen 12 to 18 months in advance 
and tha t we must be in a position to meet such urgent requirements i f 
the cause of freedom and progress is not to meet serious setbacks.

BASIS FOR SIZE OF CON TING ENCY  FU ND

The need fo r a large contingency fund is related to the strictness we 
have observed in estimating requirements for supporting and other 
assistance. We have tried to make clear to you in our detailed testi­
mony on the regional and country programs that the amounts re­
quested for supporting assistance are based on rather  optimistic as­
sumptions and were held to the minimum amounts necessary to meet 
U.S. interests in a series of difficult situations. Our estimates make 
no allowance in the requests for supporting and development assistance 
for  needs other than those which can be foreseen with reasonable cer­
tainty. We are counting heavily on the availability of the contingency 
fund  to handle the inevitable series of unforeseen, urgent require­
ments stemming from the continuing flux of economic conditions and 
political pressures which we face throughout the world. In the ab­
sence o f an adequate contingency fund, the President  would have no 
alternative as new needs arise which have the prio rity  o f urgent ne­
cessity, to undercutting needed support for U.S. interests  elsewhere, 
or diverting programed funds to purposes which do n ot contribute to 
the basic contract ive purposes of th is act. I t is the contingency fund 
which gives the President the flexible resources to meet urgent and un­
foreseen requirements for economic assistance while a t the same time 
carry ing forward without interruption the basic investment,  technical 
assistance, and security programs, which we hope will result in a better  
world.
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USES OF CONTINGENCY FUND

The contingency fund is not used to replace funds requested for 
other purposes but denied by the Congress. On completion of action 
on the appropriation, program requirements are reviewed and  those 
described to the Congress are adjusted to fit within the limitations 
of appropriations provided by the Congress fo r those purposes. At  
tha t early stage as well as later in the year the contingency fund  is 
reserved to meet needs which had not been foreseen in the p reparation 
of the request to the Congress, situations which confront us with 
different circumstances than those on which ear lier estimates had l>een 
based, or situations anticipa ted in general terms but not in sufficient 
detail as to nature, timing, and amount as to justi fy their inclusion in 
programed assistance.

By thei r very nature  it is impossible for me to tell you with any 
precision what these situations may be. As in earl ier years it  is likely 
tha t the contingency fund will be used to support  major  U.S. interests 
in a wide variety  of situa tions:

1. Communist China and the Soviet Union may step up covert 
support of “liberation armies” seeking to bring countries along the 
bloc’s Asian perimeter under their domination. To survive, the 
countries under attack may need special economic, as well as military, 
aid.

2. The Kremlin  may apply heavier pressure on the West Berlin 
economy or probe weak spots elsewhere in the free world, as it has 
done in Cuba.

3. Newly independent countries in Africa, Asia, and the Caribbean, 
or countries which may soon become independent may be faced with 
pressing needs for assistance to main tain essential public services and 
minimum levels of economic activity.

4. Countries which have accepted substantial  Sino-Soviet aid and 
since become disillusioned or apprehensive over the implementation 
of these programs may seek extraordinary assistance from the Uni ted 
States to disengage from Communist bloc influence.

5. During the difficult and sensitive process of adopting and achiev­
ing economic changes, in such fields as tax reform,  landownership, 
and mobilization of capital, countries may undergo stresses requiring 
emergency external aid to preserve stability.
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6. Earthquakes, floods, hurricanes, and other natural disasters may 
warrant the use of contingency funds to  meet immediate relief needs 
and to assist in reconstruction.

DE LEGA TIO N' OF  A U TH O RIT Y  TO US E CON TI NGEN CY FU N D

The au thority of  the President in section 451 to use the contingency 
fund has been delegated by him through the Secretary of S tate to the 
Administra tor of the Agency for  International Development. All 
major uses of the fund are reviewed by Mr. Hamilton o r by his Deputy. 
I want to assure you tha t we a t AID  are acutely conscious of the 
special natu re of this fund and of the particu lar prudence and carefu l 
judgment  with which it is expected to be used. We feel tha t our 
record in the use of this fund during the past year is a good one and 
I  am prepared  to discuss any of the p artic ular  uses in which you may 
be interested.

USE  OF  CO N TIN G EN CY  F U N D  AND  R E L A T IO N SH IP  TO SU PP ORTIN G 
ASS IS TA NCE  APP RO PR IA TI ON

I have here, and would like to insert for the record at the end of 
this statement, a table showing all of the  uses of the contingency fund 
during the past fiscal year and their  relationship to the appropriations 
for suppo rting assistance, since most o f the fund  was used for sup­
port ing assistance purposes.

Mr. Passman. With out objection, i t will be inserted at this point 
in the record.

We have a t able which was previously prepa red for us, bu t we shall 
also insert the one now before us.

(The table referred to follows:)
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USE  OF  CO N TIN G EN CY  FU N D  IN  1 9 0 2

Mr. Coffin. It  turned  out to be necessary during the past yea r to use 
the largest share of the  contingency fund, $102 mill ion o r 35 percent, 
in the Near Eas t and South  Asia. In  Latin  America we found it neces­
sary to use $82 million or 28 percent, while $41 million was needed in 
the Fa r Eas t and $17 million in Africa. Forty-nine million dollars 
was required for nonregional programs, the la rgest p art  of which was 
used for  the supp ort of Cuban refugees in this country and for U.S. 
contributions  to internationa l refugee programs in the temporary 
absence of other appro priat ions  for these purposes. Of the  $291,682,- 
000 of obligations for the contingency fund  last year $238,756,000 was 
for supporting assistance. $8,382,000 was for contributions to interna­
tional organizations, and $44,554,000 was for other purposes, primar ily 
the refugee program.

We have attempted not only to program these funds most carefully 
but to manage thei r use as prudently  as possible. Sometimes circum­
stances on which an approva l was based change or conditions which 
were imposed are not met, so that it turns out tha t funds are not 
required in the amounts estimated at the time of program approvals 
Thus, for example, this pas t year obligations for several projects in 
the Caribbean area which were approved under the contingency fund 
were delayed beyond the end of the fiscal year by a  shift  in circum­
stances and failure to fill all the requirements for prudent obligation, 
for capita l projects. There  were sim ilar shift s in supporting assist­
ance requirements in southeast Asia.

In  antic ipation of such eventualities, trans fer of MAP funds to the 
contingency fund and coverage of one or two major requirements 
which had become clear by spring was delayed to the last feasible 
moment in June in order to minimize the size of the necessary tra nsfer 
and of the resulting disruption of mi litary assistance. This operation 
was a signal success, and I am pleased to  be able to report to you that 
we managed to hold the tran sfer from the military assistance ap pro­
pria tion to the contingency fund  to only $13.5 million, and tha t to 
contributions to international organiza tions to $9.5 million or a. to tal 
MAP t rans fer of $23 million, a sum very substant ially less than had 
been anticipa ted in discussion with the Depar tment  of Defense and 
the President du ring  the preceding months.

Clearly the exercise of judgment is involved in the use of this fund, 
in even greater degree than in the rest of the  program. Opinions will 
differ as to the wisdom of any par ticu lar decision. Hinds ight is a l­
ways clearer and in ret rospect one may conclude tha t a different deci­
sion in one case or another might  have been wiser. But the responsible 
executive bears the burden o f actin g in the time required with the best 
judgment he can make on the strength  of the information then avail­
able to him. I believe the judgments made thi s past year on the use 
of the contingency fund have on the whole been wise and necessary, and 
I  am prepared to discuss any of them with you in such detail as you 
may wish.

I would like to conclude, Mr. Chairman, with a simple repetition of 
my opening thought. This fund is one of the most crucial elements in 
the whole complex structure of the foreign assistance program, 
of the U.S. ability to lead the forces of liberty and progrj
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troubled world. I am convinced—and I want to assure you tha t I 
speak for Secretary  Rusk and President  Kennedy in saying this—I. 
am convinced that  there is no grea ter service this committee can render 
the country than  to provide the President with the full authorized 
funding  for this program, and part icularly  the contingency fund, so 
tha t he may meet with  dispatch the supreme responsibilities of pro­
tecting the security and nat ional interests  of the United States  in this 
time of peril and disruption.

Mr. P assman. Thank you, Mr. Coffin. I know that I speak for all 
the members of the committee when I say we are always very pleased 
to have you appear before us.

We would expect you to put  your best foot forward.  You have a 
grea t deal to defend when you attem pt to defend this contingency 
fund, especially when you take into account that almost one-third of 
the total in fiscal year 1962 was obligated durin g the last month of 
the fiscal year. However, we know tha t you always give us the 
information which you have available.

OR IG IN  OF T II E  CO N TIN G EN CY  FU N D

In what year did the contingency fund, as such, come into being 
under that name ?

Mr. Coffin. I th ink 1956, Mr. Chairman.
Mr. Passman. Calendar year or fiscal year ?
Do you have that,  Mr. Tennant ?
Mr. Tennant. In  fiscal year 1956 it was called the special Presi­

dential fund.
Mr. P assman. I am speaking of the  contingency fund by tha t name. 

You had a special fund before that .
Mr. Tennant. 1959 by tha t name, I believe.
Mr. P assman. So, actually you had the foreign-a id program going 

during years of the  highest expenditure  without a contingency fund, 
as such; is tha t correct ?

Mr. Coffin. Are you saying during the years  of the Marshall plan 
we did not have it ?

Mr. Passman. The Marshal l plan did not last for 12 years. We 
speak of 1947 through 1959. Tha t is 12 years. You operated without 
a contingency fund-----

Mr. Coffin. You have to start -----
Mr. Passman (cont inuing). For the first 10 or 12 years of the 

so-called foreign-aid  program. Is tha t right?
Mr. Coffin. We sta rt with the actual expenditures of the Marshall 

plan which were 1948-49.
Mr. Passman. We shall say 11 years, or 10 years , or 9 years, or 8 

years, but you had a contingency fund, as such, for the first time in 
fiscal year 1959 ?

Mr. Coffin. As such. We had it  in fiscal 1956.
Mr. P assman. I said as such, under th at name.

presidential transfer authority prior to contingency fund

Pr ior to th at t ime, did the President  have the authority to tra nsfer 
out of the other funds to meet conditions s imilar to conditions which 
you presently  meet out of the contingency ?
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Mr. Coffin. I don’t know when the original tr ans fer  authori ty was 
written  into the legislation.

Mr. P assman. It  is in effect now, is it not ?
Mr. Coffin. Yes.
Mr. P assman. So, prior to the contingency fund, as such, I  believe 

you had, i f we may go back to 1959 no w:
The  ev ol ut io n of  th e co nt inge nc y fu nd . Bef or e di sc us sing  th e re ques t of  th e 

appro pri at io n . Mr. C hai rm an , I sh ou ld  lik e to  revi ew  br iefly  th e  or ig in  of  w ha t 
is  te rm ed  in th e  le gi sl at io n th is  year fo r th e  fi rs t tim e a co nt in ge nc y fu nd and 
th e  c ha ng es  which  ha ve  been  ad op ted by bo th  th e Hou se  an d Sen at e in  au th ori z­
ing th e legi sl at io n.

I am reading from page 1232 of the hearings for 1959:
SPEC IAL PK ES IDEN TIAL  FU ND

Tw o years  ag o th e Con gr es s auth ori ze d an d ap pro pri at ed  $100 m ill ion w hat 
w as  te rm ed  a  “s pe cial  P re si den ti a l fu nd” und er  th e  au th ori ty  of  sect ion 40 1( b)  
of  th e  M ut ua l Sec ur ity  ac t of  1954.

This $100 million was ac tually the fii'st fund  created whereby the 
President could use it;  even though it was not defined by name, it 
was in effect a contingency fund. Is  tha t correct?

Mr. Coffin. I believe so.
Mr. Passman. That was for  fiscal year 1956?
Now can you tell us how much-----
Mr. Coffin. Fiscal year  1956.
Mr. P assman. This fund was 2 years prio r to this record. It  was 

$100 million at th at time. That was the full request.

OB LI GA TION S U NDER SPE CIA L PR ESID EN TIA L FU N D

Do you know what th at  $100 million was obligated for, or whether 
it was obligated?

Mr. T ennant. My first year is 1956, s ir, and the obligations tha t 
I have against tha t special President ial fund for 1956 show $98.8 
million.

Mr. Passman. Let, us take the next year; how about fiscal year 
1957?

Mr. Tennant. $100 million, and $95.2 million.
Mr. Passman, (live us fiscal year 1958. Do you have that ?
Mr. Tennant. Fiscal year 1958, as I  recall the legislation, was not 

written the same way. The special assistance appropria tion was 
available for contingency uses.

Mr. Passman. In each year you obligated an amount less than the 
sum appropriated. Is tha t correct?

Mr. Ten nant. That is correct, sir, for  the 2 years cited.

FLE X IB IL IT Y  OF  PR E SID E N T'S  TRA NSF ER  AUTHORIT Y

Mr. P assman. Can you tell us when you got your first author iza­
tion giving the President the right to transfer  out of all programs up 
to 10 percent?

Mr. T ennant. In  checking back, Mr. Chairman, in the  records we 
have with us, our first t rans fers  occurred in fiscal year 1955. 1 think
we would have to verify whether th at is the first year.

87 94 a— «*2— pt . 3----- 49
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Mr. P assman. He could tran sfer  as much as 10 percent of the ap­
propriation and up to 20 percent of another program, whichever would 
be the greater ?

Mr. Coffin. Not to exceed 20 percent of the program transferred  
into.

Air. Passman. Out 10 percent, in 20 percent?
Mr. Coffin. That is right.
Mr. Tennant. Section 501 had a provision of 10 and 20 percent. 

However, there were footnotes in the legislation which shows some 
information about some flexibility in there, but in general it is in the 
10- and 20-percent range.

Mr. Passman. Some footnotes making it more liberal ?
Air. AIiller. This is in the  short version of the legislation we have 

with us, Air. Chairman. We shall be delighted to check it in the United 
States Code and we can give you the informat ion very short ly.

(The information follows:)

L eg isla tive  H is to ry  on A u thorit y  T o T ra nsf er  F unds B et w ee n  Acc ou nt s

Section 610 of the  Foreign Assi stanc e Act  of 1961, as amended, is derived from 
section 501 of the  Mutual Security Act of 1954, which, in turn , was derived in 
part from sec tions 513, 101 (b),  and 301 o f the  Mutual Secur ity Act of 1951, which 
became law on October 10, 1951.

Air. Passman. The President has the right today to tran sfer as 
much as 10 percent of an appropriation out of one category and up 
to 20 percent into another category. Is that the flexibility he has?

Air. Coffin. Yes.
Air. Passman. And those transfers  would be up to the needs and 

findings of the State Department and A ll) , would they not?
Air. Coffin. That is right.
Air. P assman. With  Presidential concurrence?
Air. Coffin. That is right.
Air. P assman. In the event the President had had no contingency 

fund he could use the author ity of the  law, could he not, to trans fer out 
of one appropria tion into another, under section G10?

Air. Coffin. He would have tha t author ity. It  would not be 
adequate because of the-----

limitation on transfer authority

Air. P assman. In fiscal year 1963, under the money request, what 
funds would be excluded from that section ?

Air. Coffin. The President cannot transfe r out of the largest appro­
priation, which is development lending, nor out of the  administra tive 
expense accounts. He can transfer  from the Alliance for Progress 
account only to development lending.

He could theoretically tran sfer  out of the development grants or 
supporting assistance or voluntary contributions, or out of Alliance 
for Progress, and out of milit ary assistance.

Mr. P assman. What would tha t total be, based on the budget re­
quest ?

Mr. Coffin. Counting military assistance it would be about $3 
nil ! io n.
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Mr. P assman. He could transfer  out of those funds up to as much 
as $300 million, if the funds were available and he should desire to  do so?

Mr. Harvey. Depending on the size of the funds he was trans ferring into.
Mr. P assman. But you could transfer up to 20 percent. If  it fit the 

second part, then you would have transferability  of $300 million.
Mr. Coffin. There is a host of items for supporting assistance.
Mr. Passman. If  we eliminated that  it is about-----
Mr. Coffin. $48 million.
It  is unrealistic to tran sfer  out of the supporting  assistance which 

is already too tight for comfort.
Mr. Passman. But he could tran sfer out of supporting assistance?
Mr. Coffin. But it is not realistic. Wha t he would be transfer ring  

into would be in all likelihood a supporting assistance category.
Mr. Passman. You would not object to Congress making up its 

mind as to whether it would be in conflict with what he could or could 
not do ? We have that r igh t ?

Mr. Coffin. You have the right, certainly.
Mr. Passman. The President, in effect, could tran sfer  as much as 

$300 million under the present budget request into other categories, 
if the amount did not exceed 20 percent of the appropriation being 
trans ferred into?

LI MIT AT IO N ON TRA NSF ERS  UN DE R TH E AL LIA NC E FOR PROGRESS

Mr. Coffin. Except under the $600 million in the Alliance for 
Progress—I am informed he could not tran sfer  out of that except to development lending.

Mr. P assman. Off the record.
(Discussion held off the record.)
Mr. Passman. I notice some exchange of lotes between you. It 

would perhaps  indicate legal counsel has told you that  you had in­
cluded some fund you should not have included in this transfer. Is 
tha t correct?

Mr. Coffin. Yes.
Mr. P assman. Which would that  be?
Mr. Coffin. Under title  VI,  the Alliance fo r Progress, section 251, 

para graph (c),  states that—
th e au th o ri ty  of  se ct ion 614(a ) may  not be us ed  to  w ai ve th e  re qu ir em en t of  
th is  ti tl e  w ith re sj iect  to fu nd s mad e av ail ab le  f o r th is  ti tl e  which  a re  re qu ired  to  
he used  fo r loan s pa ya bl e as  to pr in ci pa l a nd in te re st  in  U.S . d ol la rs .

The  au th o ri ty  of  (510 may  he used  to tr a n sfe r such  fu nds  on ly to  fu nds mad e 
av ai la ble  fo r ti tl e  I  of  chapte r 2  o f p a rt  1.

FISCAL YEAR 1962  SPECIA L AU TH OR ITY FOR TRANSFER FROM IX)D STOCKS 
TO MA P

Mr. Passman. Usually they do just about what they want to do.
Let us go to page 434, app ropriation  budget estimate, section 510, 

special authority . This is during fiscal year 1962 :
Th e Pre si de nt  may , if  he  d et er m in es  it  to  be vi ta l to th e  s ec uri ty  of th e Uni ted 

St at es , o rd er de fe ns e art ic le s from  th e stoc ks  of  th e D ep ar tm en t of  Defen se  an d 
de fens e se rv ices  fo r th e  pu rpos es  of  part  2, su bje ct  to  su bs eq ue nt  re im bu rs em en t
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therefo r from subsequent appropriat ions ava ilab le for mil itary assi stance. The 
value of such orders unde r this subsection in th e fiscal y ear  1902 s hall  not exceed 
$300 million.

Tha t section has been amended so as to give yon tlie same kind of 
authority in fiscal 1963. This item would be included as p art  of the 
amount out of which he could transfe r.

Mr. Coffin. Speaking of the military drawdown? The answer is 
“No.” Section 610 authorizes the  tran sfe r o f funds, whereas section 
510 authorizes the President to order defense articles from Department 
of Defense stocks for military assistance uses.

Mr. Ford. If  the chairman would yield.
Mr. Passman. Yes, I would be glad to yield.
Mr. F ord. I am not fully up to date on what this transfer  authority 

authorizes. Does it authorize on a full fiscal year basis?
Take, for example, the $1,250 million for development loans. On 

the basis of a 10-percent transfe r out is tha t 10 percent-----
Air. Coffin. You can't transfer  that  category.
Mr. F ord. Take the military, $1.5 billion. Is tha t 10 percent on a 

fiscal year basis ?
Air. Coffin. Yes.
Air. F ord. And it is cumulative? If  you tran sfer 5 percent out at 

one time you have only 5 percent leeway on the second ?
Air. Coffin. Tha t is right.

DEOBLIGATION -REOBLIGATION

Air. P assman. Let us go a bit further , though. The President also 
has a right, under the legislation, to cancel, or deobligate, out of prac­
tically every one of these funds. Tha t money becomes available, also, 
does it not, for reobligation in such field as you might decide ?

Air. Coffin. He has tha t power.
Air. Passman. So, even without  the contingency fund, this pro­

gram is exceptionally flexible.
Air. Coffin. I disagree, Air. Chairman.
Air. P assman. That  is your opinion.
Air. Coffin. I refe r to the operation.
Air. P assman. You jus t acknowledged that you had such flexibility. 

You can cancel, deobligate, and tha t money becomes available for new 
obligations.

Air. Cofftn. These are marginal items. Unless you deobligated 
an entire country you could not respond to any situation such as we 
face in Vietnam or Algeria or-----

Air. P assman. I respect your views, but we got along with this very 
nicely for years.

FLEXIBILITY OF AID PROGRAM

This  fund has grown and grown.
This entire program is ra ther flexible, and the record so indicates.
You people admin istering the program say this is a tight program. 

Those of us who are recommending appro priat ions  say it. is rather  
loose.

Air. f  Coffin. I am saving Congress in its wisdom has given us these 
several kinds of flexibility, each of which has  i ts own very legitimate 
purpose.
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PR ES IDEN TIA L DELEGATION OF AU THOR ITY

Mr. Passman. Did you state tha t the President  had delegated the 
authority to the Secretary  of State, and the Secretary of State dele­
gated authority  to Mr. Hamilton, and he, in turn,  to the division chiefs 
in the four sections?

Mr. Coffin. No, tha t is not so.
Mr. Passman. H ow f ar  does he delegate authority?
Mr. Coffin. Either  the Administrator or myself as Deputy.
Mr. Passman. Has it reached the same level for the contingency 

fund, so far  as delegating authority  is concerned, as the authority 
that you have in the remainder of the  bill?

Mr. Coffin. No. Within the regions they have authority to pro­
gram within the amount tha t we set for a part icular region. This has stricter, more rig id controls.

Mr. Passman. But  the control is under the Secretary of State, 
Mr. Hamilton, or yourse lf ?

Mr. Coffin, le s.
Mr. Passman. So, in effect, we can jus t stop pretending, can we not, 

about this  being a sacred account of the President's? Of necessity, he 
had to delegate the authority  to the Secretary of State and the AID  
Agency, and you people determine what projects should be funded 
out of the contingency fund, and not the President as such?

Mr. Coffin. The Preside nt is advised of the  problems as they occur, 
and there is frequently interchange between the White  House and 
AID.

Mr. Passman. You did mean what you said in the statement?
Mr. Coffin. I t is delegated.
Mr. Passman. The authority  to use contingency funds has been 

delegated by the President through the Secretary of  State  to the 
Administra tor of the Agency for Internat iona l Development. Is 
tha t correct?

Mr. ( ’offin. That is correct.
Mr. Passman. Is the President advised on all these transactions,  

whether it is out of military or out of the Alliance for Progress? 
Does the President get such reports ?

Mr. Coffin. Yes.
Mr. Passman. He would not get any different type report  on this 

fund, would he?
Mr. Coffin. These situa tions, depending on the urgency and mag­

nitude, would get immediate attention . li e would even be consulted 
before an amount was given for some purposes.

Mr. Passman. Depending on what degree of emergency you faced. 
If  he delegated the authority he delegated the authority.

Mr. Coffin. For  example, if you take the hurricane in British 
Honduras, tha t would be a case where we would feel it within our 
authority  to proceed, but a much larger situation, the one in Vietnam, 
he would be closely advised about it.

Mr. Passman. You have given us one exception, Vietnam. Can 
you give us more than  one, Air. Coffin ? We have always known that 
the President delegated th is authority.

The way this money was spent last year would indicate tha t the 
President would not have had time to be P resident if he had gone 
through all these projects, so he had to pass the responsibility and 
authority a long to others.
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HIS TO RIC AL NE ED  FOR  IM PR OVEM EN TS

Many of these nations which we are helping  are, so far  as civiliza­
tions are concerned, older than America ?

Air. Coffin. Yes, many are very ancient civilizations trying to 
modernize.

Mr. P assman. So, some of the projects on which we are working at 
this time are projects which i f we had been in this  advanced age 1,000 
years ago, could have been brought into being then? These projects 
and programs have waited for centuries, in some cases, to get under­
way ?

Mr. Coffin. I don’t follow you, Mr. Chairman. What projects?
Mr. P assman. Let us say rivers and harbors, reclamation, build ing, 

teaching, and so on.
I refer to the need to do these things.
Mr. Coffin. What is new, Mr. Chairman, is the recognition of th is 

need and the g reat impulse on the part  of all these peoples to make as 
much progress as they can. This is quite an explosive force.

Mr. P assman. Am I  making a statement of fact with reference to 
many of the programs and projects, the need for them has been in 
existence for a long time ?

Mr. Coffin. Inso far as hunger, disease and poverty—they have 
always existed. Only in that  sense will I agree.

Mr. P assman. If  it is a railroad, a highway, a water tank, paved 
sidewalks, auditorium, apartment  buildings, or whatever the money 
goes for, the need has been there a long time ; has it not ?

Mr. Coffin. We are talking about the contingency fund.
Mr. P assman. I refer to the need for the projects, because you have 

spent the contingency fund in just  about every field of endeavor that  
the program encompasses. I am just trying to find out whether the 
things  that need to be done in these countries, to improve thei r stand­
ards and make living a little easier for them, have been in existence 
for a long time. Is tha t correct ?

Air. Coffin. Inasmuch as many of these countries have always been 
poor, and sickness has seized many of them, you are right.

Mr. P assman. And if it is a highway, a railroad bridge, or an 
educational program, or a college, or any addition  to that,  this is 
something which just did not develop yesterday? It  is something 
they have needed for  a long time ?

A U THORIZ A TIO N AN D CO NST RU CTI ON STA NDARDS FOR DO MES TIC PR OJE CTS

The American people have just  about reached the  point that  they 
want more than just  a little  lip service from Washington, as to why, 
we have a double standard with regard  to domestic and foreign 
projects.

You are famil iar with the system we operate by in our domestic 
projects. You go through all the ramifications from the very local 
level right up to the top. Aft er about 6 or 7 years, you finally come 
up with an authorization if the project meets the criteria . You get 
that  authorization only if you can establish tha t the benefits will ex­
ceed the costs; otherwise, it will never be authorized. Even those tha t 
are very close, 1 to 1, are rather difficult to get money for, and some 
of those projects have been authorized 21, 22, and 23 years ago; and
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in some of those we hope to get, say, an ap propr iation  of 3 percent of 
the costs to get them underway.

Some of your people before this committee have agreed tha t there 
should be the same type of criteria in foreign aid as in our domestic 
programs.

We had better be more businesslike, because our money is running  
out, our gold is running out, and our credit is running out.

Mr. Coffin. I disagree on that, Mr. Chairman.
Mr. P assman. Our gold, for example now is a lit tle under $16 bil­

lion, I think, down from a high of about $25 billion.
The point is th at you are funding projects out of the contingency 

which may not even be started  for 2 or 3 years. In many instances 
you are taking money out of the contingency fund and adding  it to 
pro jects for which we made reductions last year.

Mr. Coffin. No, Mr. Chairman.  1 think our record is very good on 
that.

Mr. Passman. 1 t hink it is the worst ever made.
T think  we should also indicate an instance where we did not cut 

the, appropria tion a nickel. We gave you everything for which you 
asked. They even trans ferred money into that account out of the 
contingency fund. There are several instances of tha t nature, but I 
am thinkin g now of < he U.S. Technical Aid Fund.

Mr. ( ’offin. You know the answer to that.
Mr. Passman. We hope to get the answer.

COU NTR IE S REC EI VIN G BU DG ET AR Y SU PP ORT  FR OM  CON TI NGEN CY FU N D

How much of the contingency fund was used fo r budgetary support 
in fiscal 1962 ?

Mr. Coffin. There were five programs which involved budgetary  
support : the Dominican Republic-----

Mr. 1 ’assman. The amount, please?
Mr. Coffin. I would have to ask my associates to supply the fig­

ures—Greece, Iran , Laos, and Vietnam.
Mr. Passman. Your associates will give the amounts ?
Mr. Coffin. Yes.
Mr. Ford. I think  that information ought to be available right 

now.
Air. P assman. I have it, but it should be in the record.
Mr. Coffin. The Dominican Republic was $25 million, budgetary 

support.
Greece was $20 million.
Iran was $15 million for  budgetary support.
Laos was $3 million.
Vietnam-----
Mr. Harvey. I t is hard  to tell on that situation .
Mr. Coffin. In Vietnam, as you know, much of the contingency 

obligations were either under the commercial import program or for 
commodity imports for  the counterinsurgency program.

Mr. Harvey. Of the $23 million of contingency funds used in 
Vietnam, approximately $3 million was for specific projects in the 
very active cold war going on there now.
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USE OF CONTING ENCY FUND  FOR COMMODITY IMPORTS

Most of the project, obligations and all of the nonproject obliga­
tions were for commodity imports. Counte rpart generated under  the 
commercial import program is to be used for budget support.

Air. Passman. You are speaking of Vietnam ?
Mr. Harvey. Yes. The commercial import program was required 

to meet balance-of-payments needs. The counterpart of these im­
ports will be used for budget support.

Mr. Passman. If  it  is to pick up invoices for imports, would it not 
be budgetary support, if they had originally programed it out of 
their  own budget ?

Mr. Harvey. I think nearly all of the contingency fund  used in 
fiscal year 1962 was p ut in primarily  for the purpose of providing 
urgently needed imports. Of the $23 million, $10 million was used 
for commercial imports, $10 million for commodities needed fo r the 
counterinsurgency program, and $1.7 million of project aid was used 
for commodities.

GOLD PURCHASES BY IRA N

Air. Passman. In what month did you obl igate the $15 million to 
Iran ?

Air. Tennant. November.
Mr. Passman. In the last quarter of 1961—it could have been the 

same week—Iran , the country without a budget, purchased $16,100,- 
000 of our gold.

Air. Harvey. Alay we speak to that for a second ?
Ira n had a payment to make to the Internatio nal Monetary Fund  

at t ha t time which was considerably la rger than  tha t payment. I be­
lieve it  was nearly $30 million. They had some gold on hand  in the 
Central Bank. They needed to maintain the backing for their  cur­
rency. Rather than draw down their  own reserves, they drew on 
their dollar reserves instead, without gold from us for the purpose 
of transfer to the Internat ional  Monetary Fund.

Air. Passman. They bought our gold, did  they not?
Mr. Harvey. Tha t is correct.
Air. Passman. While we were having a tremendous drain on our 

gold.
Air. H arvey. If  I  may complete the story, their  own gold holdings 

did not go up during this period.
Air. P assman. They did  purchase $16,100,000 of our dwindling gold 

supply, did they not?
Air. TTarvey. They did. During this same period, the Internat ional 

Alonetary Fund also sold $150 million of gold to the United States.
Air. P assman. I am fam iliar  with  that  transfe r. They are holding 

our currency in our vaults. I  would not want to be embarrassed or 
embarrass you. We do know that we are certainly in trouble with our 
own gold reserves. The situation  is at the danger point.

Air. Rhodes. Why did Tran have to make this payment in gold ?
Air. Harvf.y. They had drawn a c redit from the IA1F previously, 

I  do not know when, and under the agreement with the TA1F, there 
was a scheduled repayment due.

Air. R hodes. Let's find out more about this.
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Mr. Passman. Off  the record.
(Off the record.)
Mr. Rhodes. May I proceed for a minute? 
Mr. Passman. Surely.
Mr. Rhodes. Thank you.

IM F  REQUIR EM ENTS  FOR  REPA YM ENTS IN  GOLD

ill you tell us the reason why Iran  had to pay this debt in gold? 
Mr. Harvey. T am not fami liar with this in detail, hut I under­

stand payments of this characte r need to he made to the IMF  in gold.
Mr. Rhodes. I would like to get a report in the record on that point 

at this  time.
As 1 understand, the IMF does not need gold. They have loaned 

the I nited States  gold recallable at a moment’s notice. They have 
needed gold so little they loaned $200 million worth of it to us.

Mr. Pa ssman. I believe it was an exchange. They are holding our 
currency.

Mr. R hodes. An exchange of horses for rabbits.
Mr. P assman. ()n a temporary  basis.
Mr. Rhodes. Not only temporary, it is callable at any moment. It 

makes our gold picture look bette r than it is.
Mr. Harvey. We can get that for you.
(The information supplied follows:)

I rania n P ay me nt  to IM F in  Gold

Th e art ic le s of  th e  In te rn a ti ona l M on et ar y Fun d spec ify  th e m an ner  in  
which  mem be rs  m ay  dra w  on th e F unds’ re so ur ce s an d in wh ich  th ey  m ust  re ­
pa y thos e dr aw in gs . In  ge ne ra l, it  is re quir ed  th a t a dra w in g be  re pai d  in gold 
or  co nv er tibl e cu rr en ci es  in  pro po rt io n to  th e ho ld in g of gold or  co nv er tibl e cu r­
re nc ie s of  th e mem be rs  ow n m on et ar y re se rv e or in pr op or tio n to  th e  in cr ea se  in  
ea ch  kind  of  re se rv e duri ng  th e ye ar . The se  pr ov is io ns  are  in art ic le  V, sect ion 
7 an d sc he du le  B to th e ar ti cl es , th e fu ll  te x ts  of  which  a re  below. In  ad di tion , 
ch ar ge s,  which  incl ud e a  sm al l se rv ice fe e on ea ch  dr aw in g,  ha ndling ch ar ges  on 
gold tr an sa ct io ns,  an d in te re st  on ou ts ta ndin g ba la nc es  on dra w in gs of  th e  Fu nd , 
are  pa ya bl e in  gold ex ce pt  fo r mem be rs  who se  m onet ar y ho ld in gs  a re  le ss  th an  
half  o f i ts  quo ta  (a rt . V, se c. 8 ( f ) ) .

Ir a n  ha d dra w in gs from  th e Fund  of  $5 mill ion in  1959, $45 mill ion in  19(10, 
and  $7.5 mill ion in 1961. U nd er  th e ru le s of  th e  F und  which  a re  al so  em bodied  
in th e art ic le s of  ag re em en t, re pay m en t of th es e dra w in gs to ta ling  $37 mill ion 
w as  du e duri ng th e  pe riod  un de r review . Thr oug h th e ap pl ic at io n of  th e re ­
pa ym en t or  "r ep urc hase ” re gula ti ons of  sect ion 7, $15.9 m il lion  o f th e Ir an ia n  re ­
pa ym en t ha d to  be m ad e in gold an d $21 m ill ion in co nv er tibl e cu rren cy . In  ad­
di tio n,  $200,000 of  ch ar ge s w er e pa ya bl e in  go ld.  The  te x ts  of  th e  ci ted p a rt s  
of  th e  art ic le s of ag re em en t of th e In te rn a ti ona l M on et ar y Fun d a r e a s  fo llow s:

“Sec. 7. Rep ur ch as e by  a m em ber  of  it s cu rr en cy  he ld  by  th e Fun d. —  (a ) A 
mem be r may  re pu rc ha se  from  th e Fund  an d th e Fund sh al l sel l fo r gold an y 
p a rt  of  t he  F und’s ho ld in gs  o f it s cu rr en cy  i n ex ce ss  o f i ts  qu ot a.

“ (b ) At th e en d of  ea ch  fina nc ia l year of  t he  Fun d,  a mem be r sh al l re purc ha se  
from  th e F und  w ith go ld or co nv er tibl e cu rr en ci es , as  de te rm in ed  in ac co rd an ce  
w ith  Sc he du le  B, p a rt  of  th e F u n d ’s ho ld ings  o f it s  cu rr en cy  und er  the fo llo wing 
co n d it io n s :

“ (i ) Eac h mem be r sh al l use  in re pu rc has es  of it s ow n cu rr en cy  from  th e 
Fund an  am ou nt of  it s m onet ar y  re se rv es  eq ua l in va lu e to  on e- ha lf  of  an y 
in cr ea se  th a t ha s oc cu rr ed  duri ng  th e yea r in th e F u n d ’s ho ld ings  of  it s 
cu rr en cy  pl us on e- ha lf  of  an y in cr ea se , or  m in us  on e- ha lf  of  an y de crea se , 
th a t ha s oc cu rred  duri ng  th e y ear in  th e m em be r’s m onet ar y rese rves . Thi s 
ru le  sh al l no t ap ply whe n a m em be r’s m on et ar y re se rv es  ha ve  de cr ea se d 
duri ng th e year by m or e th an  th e F und 's  ho ld in gs  of it s cu rren cy  ha ve  
in cr ea se d.
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“ (i i)  I f  a ft e r th e re pur ch as e des cr ib ed  in  (i ) ab ove (i f re qu ir ed) has  
been mad e,  a mem be r’s ho ld ings  of  ano th er m em be r’s cu rr en cy  (o r of  gold 
ac qu ired  from  th a t mem be r) are  f ou nd  to ha ve  i nc re as ed  by re as on of  tr an s­
ac tion s in te rm s of th a t cu rr en cy  w ith  oth er  mem be rs  or pe rs on s in  th ei r 
te rr it o ri es,  th e mem be r wh ose ho ld in gs  o f su ch  cu rr en cy  (o r go ld ) ha ve  th us 
in cr ea se d sh al l us e th e in cr ea se  to  re purc ha se  it s ow n cu rr en cy  from  the 
Fu nd .

“ (c ) No ne  of  th e ad ju st m ents  de sc ribe d in  (b ) ab ove sh al l be  carr ie d  to  a 
po in t a t  whi ch —

“ (i ) th e mem be r’s m on et ar y re se rv es  a re  below it s qu ot a,  o r
“ (i i)  th e F und’s ho ld ings  of  it s cu rr en cy  are  b elow seventy-fiv e per ce nt  of  

it s  q uo ta , or
“ (i ii ) th e  F und’s ho ld ings  of  an y cu rren cy  re qure d to  be us ed  a re  ab ov e 

seve nty- fiv e p er ce nt  o f t he q uo ta  o f th e m em be r c oncerned .
“Sec. 8. Ch arg es.— * * *
“ (f ) All ch ar ge s sh al l be pai d in  gold, if, howe ver, th e  m em be r’s m on et ar y 

re se rv es  a re  les s th an  on e-ha lf  of  it s qu ot a,  it  sh al l pa y in gold on ly  th a t pr op or ­
tion  of  th e ch ar ges  du e which  such  re se rv es  bea r to  on e- ha lf  of  it s qu ota,  an d 
sh al l pa y th e ba lanc e in it s ow n c ur re nc y.

“S CHEDULE B. PR OVIS IO NS W IT H  RESPEC T TO  R EPU R CH A SE BY A 
MEM BE R OF IT S CU RR EN CY  HEL D BY T H E  FU ND

“1. In  de te rm in in g th e ex te n t to  which  re purc has e of  a m em be r’s cu rr en cy  
from  th e  Fun d un de r A rt ic le  V, Se ct ion 7 (b ) , sh al l be mad e w ith ea ch  type  of  
m on et ar y re se rve,  th a t is, w ith  go ld  an d w ith  ea ch  co nv er tibl e cu rr en cy , the 
fo llo wing ru le , su bj ec t t o 2 below, sh all  a p p ly :

“ (a ) If  th e mem be r’s m on et ar y re se rv es  ha ve  not in cr ea se d duri ng  the ye ar , 
th e  am ou nt pa ya ble to  th e Fun d sh all  be d is tr ib u te d  am on g al l type s of  re se rv es  
in pr op or tio n to mem be r's  ho ld in gs  th er eo f a t th e  en d of th e  ye ar .

“ (b ) I f  th e mem be r’s m onte ta ry  re se rv es  ha ve  in cr ea se d duri ng th e yea r,  a 
p a rt  of  th e am ou nt  pay ab le  to  th e  F und eq ua l to on e- ha lf  of  th e in cr ea se  sh al l 
be d is tr ib u te d  am ong th os e type s of  re se rv es  which  ha ve  in cr ea se d in  pr op or tio n 
to  th e am ou nt  by which  ea ch  of  th em  has  in cr ea se d.  The  re m ain der of  th e su m  
pay ab le  to th e Fun d sh al l be d is tr ib u te d  am on g a ll  ty pe s of  re se rv es  in  pro ­
po rt io n to  t he  m em be r’s re m ai nin g holding s ther eo f.

“ (c ) I f  a ft e r al l th e re pu rc has es  re qui re d under A rt ic le  V, Se ct ion 7 (h ) , ha d 
be en  made, th e re su lt  wo uld  exceed  an y of  th e  li m it s spec ified  in  A rt ic le  V, Sec ­
tion  7 (c ) , th e Fu nd  sh al l re quir e such  re pu rc ha se s to be  m ad e by th e mem be rs  
pro po rt io nat el y in  su ch  m an ner  th a t th e lim its wi ll no t be  ex ceeded.

“2. The  Fu nd  sh al l no t ac qui re  th e  c urr en cy  of  an y no n-mem be r und er  A rt ic le  
V, Se ct ion 7 (b ) an d (c ).

“3. In  ca lc ul at in g m on et ar y re se rv es  an d th e in cr ea se  in  m on et ar y re se rv es  
duri ng an y ye ar  fo r th e  pu rp os e of  A rt ic le  V, Se cti on  7 (b ) an d tc ) , no ac co un t 
sh al l be  take n,  un less  de du ct io ns  ha ve  ot he rw ise been m ad e by  th e  mem be r fo r 
su ch  ho ldings , of  an y in cr ea se  in th os e m on et ar y re se rv es  which  is  du e to  cu r­
re nc y pr ev ious ly  in co nv er tib le  hav in g become co nv er tibl e du ri ng  th e y e a r ; or  to 
ho ld in gs  whic h a re  th e proc ee ds  of  a long -te rm  o r med iu m-ter m lo an  con­
tr ac te d  duri ng  th e yea r;  or  to  ho ld ings  which  ha ve  be en  tr an sf e rr ed  or se t 
as id e fo r re pa ym en t o f a  lo an  d uri ng  th e sub se qu en t yea r.

“4. In  th e c as e of  mem be rs  who se  m et ro pol it an  te rr it o ri e s  ha ve  bee n occupie d 
by  t he  en em y, gold ne wly pro du ce d duri ng th e five  y ea rs  a f te r  th e  e n tr y  in to  for ce  
of  th is  Agree men t fo rm in es  lo ca te d w ithin  th e ir  m et ro poli ta n te rr it o ri e s sh al l 
no t l>e includ ed  in  co m pu ta tion s of  th e ir  m on et ar y re se rv es  or of in cr ea se s in 
th e ir  m on et ar y re se rv es .”

Mr. Rhodes. It  seems to me st range that  the IM F would make a 
demand like th at for gold. It  had the effect of taking $16 million of 
our gold and sending it to the IMF , while at the same time the IMF 
was lending us $200 million in gold.

Mr. Andrews. Did I understand you to say our gold supply has 
gone below $16 billion. I saw a report last week, $16.2 billion.

Mr. P  assman. 1 think  it has dipped under $16 billion. Last week, 
I think, it got to $16.1 billion.
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CON TIN GEN CY FU N D  AL LO CA TION S TO LAOS

Did you make a contribution to Laos out of the contingency fund 
in fiscal year 1962 ?

Mr. Coffin. Yes.
Mr. Passman. When did you allocate the money to Laos?
Mr. Coffin. The contingency draw for  Laos was in June.
Mr. Ford. Of 1962 ?
Mr. C 'offin. 1962, and tha t was because there had been a cessation 

of payments to Laos from around  January or February, and then 
when the Government reestablished itself, when it looked as though 
it was reestablishing itself, and when it put  on import restrictions, we 
turned over, or made available by depositing in a  bank $3 million to 
give that ( iovernment  a chance to get underway.

Mr. P assman. We were making  those monthly payments in the sec­
ond quarte r of 1961, were we not?

Mr. Coffin. Yes; 1 think so.
Mr. 1 ’assman. During the second q uarter of 1961, Laos purchased 

$1.9 million of our gold.
Mr. Coffin. And Laos is another country that contributed more 

than that to the International Monetary Fund.

PA Y M EN T  OF  FRAUD ULENT IN VOIC ES  IN  FA R EA ST

Mr. P assman. These people at tha t time submitted an invoice for 
$162,000 for 20 generators. Upon investigation, it was found that  
the value of the generators was only $20,000. Ilowever, we had already 
paid the $162,000.

There was another instance involving sawmill equipment, and there 
was an invoice rendered for $42,000, which Uncle Sam paid. We 
found out later the value was $12,000. So, picking up on these in­
voices that the people out in Laos submitted, $207,500, at a subsequent 
examination it was found tha t the value of those invoices was only 
$33,000.

I think  those people should know th at the American taxpayers are 
looking over the shoulders of thei r elected officials, and they might 
tighten up a bit.

Mr. Coffin. I agree with you. There is no excuse for false in­
voices. We hope-----

Mr. P assman. Tha t is only a smatter ing. We were support ing the 
kip out there at 35 to  1 when the actual going rate  was 110 to 1. We 
are dealing with the same people today.

They were accepting delivery of commodities in Thailand and p ut­
ting  it out on the black market.

Nevertheless, they got money out of the contingency fund.

U N LIQ U ID A TED  BA LA NCE TO CR ED IT  OF  LAOS

You now have a very large unliquidated balance to the credit of 
Laos. You did not cancel any obligations. You suspended them. 
While you suspended the obligations, we would have thought there 
might have been a substantia l reduction. But we find that you 
supplemented the unliquidated money from the contingency fund?
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Mr. Coffin . As we presented to you a program for Laos a year 
ago, $41 million, we initially  programed $29 million. Actually, we 
went through the year with $24 million and we are talking only about 
one contingency fund payment of $3 million.

Mr. P assman. And I am talking about only one purchaser of gold, 
and th at was in the second quarte r of last year, about 13 months ago, 
when they requisitioned $1,900,000 of our gold, and they got it, too.

PU RC H A SE OF GOLD BY  CON TIN GEN CY FU N D  RECIP IE N TS

How many nations received an allocation from the contingency fund 
in 1962, Mr. Coffin ?

Mr. Coffin. My figures show 30.
Mr. Passman. ITow many of those nations purchased gold from 

the Treasury  durin g calendar years 1959,1960, and 1961 ?
Mr. Coffin. I have a record which I think you have of the pur­

chases from Apri l 1, 1961, to March 31, 1962, and the contingency 
fund recipients in that list are seven.

Mr. P assman. That is almost one-third  of the total tha t received 
money from the contingency fund.

Air. Coffin. These purchases, with the exception of Greece and 
Iran which you mentioned, were very small, e ither $1 million or not 
much over $1 million.

Mr. Passman. Iran  had $16.1 million.
Mr. Coffin. I said except for Tran and Greece, the others were 

very small.
Mr. P assman. $1.9 million for Laos, and Laos is a very small coun­

try. What is the population ?
Mr. Coffin. I do not know.
Mr. P assman. Let us determine the proportion .
While they are looking that up, during  the 3 years tha t I mention, 

our gold reserves have dropped almost $4 billion. It  is not only in 
this area, it is all over. Some of the largest nations receiving our aid 
are requesting the most gold.

Air. Coffin. I would not say that.
Air. P assman. I am going to say it, and prove it, since we are on 

that  subject.
GOLD PURCHASES BY ARG ENTIN A

Arg ent ina : In  fiscal year 1958, $67.2 million.
Air. Coffin. In the period I am talking about ?
Air. Passman. I am going to get into calendar year  1960, when they 

purchased $50 million of our gold, and we were pleading with them 
to leave their money in this country on investment, and in 1961 again, 
they purchased $90 million of our gold; over $200 million by Argen­
tina  in those 3 years.

Air. Coffin. There was a net loss of gold in Argentina during  the 
period I  have in mind.

Air. P assman. They sold $58 million.
Air. Coffin. Aly figures are a net sale of $25 million.
Mr. H arvey. To the United States.
Air. Passman. I do not think that I am overstat ing the case that, 

our gold reserves are a t a point where they have to be watched very 
closely.
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Mr. Coffin. You are right.
Mr. Passman. Even after running our gold down to $16 billion, 

some of the aid recipients have money running out of their ears.

IMP ORTANCE OF GOLD AND DOLLAR RESERVES IN  RE CI PIEN T COUNTRIES

Mr. Coffin. I agree with you gold is a problem we have to watch. 
You draw the wrong conclusions though in the sense th at the impli ­
cation of your remarks is we should cease aid to certain countries 
because they may have a gold reserve.

Mr. Passman. Let them have all the gold reserves they want as 
long as they do not take our aid dollars  and then buy our gold with their dol lar earnings.

Mr. Coffin. It  is appropria te we would want some of these coun­
tries we help have some reserves, whether they hold it in dollars or 
gold. We would not want them to take our aid dollars and buy gold.

Take Turkey , for example. They had a small increase in their  
reserves. This is important for Turkey.  This gives us more confi­
dence in Turkey’s capacity to develop.

AID TO SAUDI ARABIA

Mr. Passman. Saudi Arabia  has been a substantia l aid country. 
Mr. Coffin. Th at is not an aid country.
Mr. P assman. Certainly it has been an aid country.
Even Peru  is in for a nice lit tle purchase.
And Nigeria  is in for a purchase of $20 million.
It  just about covers the waterf ront.
We want them to have dollar reserves and gold, but 1 am wondering what is going to happen to us.
In  Saudi Arabia , the mutual security program, 1 think, was $27.4 million through 1961.
Mr. Coffin. There were no obligations for economic aid in the fiscal years 1959,1960, and 1961.
Mr. Passman. Let us see if you have anything  to the credit of Saudi Arabia.
Mr. Ten nant. On the economic side, the unexpended balance was zero, dune 1962.
Mr. Passman. How about the military, and also 1961 ?
(Off the record.)
Mr. Coffin. No contingency in 1962.
Mr. Passman. I can assure you tha t other witnesses have testified you did give them $150,000.
Mr. Coffin. In suppo rting assistance.
Mr. Passman. Wha t is th e unl iquidated amount in the military?
Mr. Tennant. The military figure is $--------.
Mr. P assman. That was at the end of fiscal 1962 ?
Mr. T ennant. Yes.
Mr. P assman. Fiscal year 1962, still unliquidated to their credit? 
Mr. Tennant. That is correct.
Mr. P assman. They bought $47.5 million of our gold in 1961.
If you will cover about 5 years, practically every one of these re­

cipients of our dollars got into our gold reserves; otherwise our gold 
reserves would not be in the mess they are in.
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Mr. Coffin . The  only  place I disagree with you is how we att ack 
the  ba lance-of-pay ment situ ation.

We th ink  th e way to a tta ck  i t is by lim iting  aid  to  U.S . procurement  
of goods and  services , which we are  doing more than  we eve r have 
done.

USE  OF DOLLAR CREDITS FOR PRO CUR EMENT IN  TIIE UN ITED  STATES

Mr. P assman. I s it not tru e tha t pra ctica lly  every nat ion  on the face 
of the  e art h, even the pr imitiv e nat ions, e arn  a cer tain  a mount  of do l­
lar s f rom  their expo rts?

Mr. Coffin . Yes.
Mr. P assman. An d normally, those exp orts move into the  channels 

of commerce ?
Mr. Cof fin . Yes.
Mr. P assman. Ev en tua lly  it is to  be expected th at  we may sell those 

nations some thin g ?
Mr. Coffin . Yes.
Mr. P assman. Again st the  do lla rs ear ned  from  th ei r exp orts ?
Mr.  Coff in. They would  hav e to come back here , na tur all y.
Mr. P assman. I f  you credit  do lla rs to those n ations, large  or  small, 

civi lized or primi tive, could they not then requis itio n their needs,  
wheth er it lie f or  trucks , tra cto rs , plows, or  pharm ace utical s, ag ain st 
those  do lla r credi ts?

Mr. Coff in. We have ou r p roc ure ment policy .
Mr. I ’assman. They could issue thei r req uis itio ns again st thei r 

do lla r c redi ts, if  they wanted tra ctor s or trucks , and they could  req ui­
sitio n aga inst  the  do lla r cre di ts fo r som eth ing  pro duc ed in Am erica 
to fill their  order?

Mr. Coff in. Rig ht.

AID DOLLAR CREDITS RELEASES CONVERTIBLE CUR RENCIES FOR OTHE R 
PURPOSES

Mr. 1 ’assman. Th at  would cer tainly  release to them con vert ible  
currencies they  have  e arn ed to buy our gold,  o r speculate,  to  do wha t­
ever they w anted to; is tha t not  so?

Mr. Coffin . Excep t the  a rra ngem ent we have with  th ese countries, 
more and  more, is th at  we require the  addit ive  purchases  t o be made 
from  the Un ited Sta tes , so it is not ju st  a substitu tion.

Mr. P  assman. You have no way of sepa ratin g the  s ubsti tut ion , do 
you ?

Other witnesses, from the  very  top  echelon,  have  testi fied th at  the  
sequence which I have endeavo red to follow  was accu rate . When I 
asked whether those people could  take thei r conver tibl e curr enc ies,  
thei r dol lars , and  speculate, or  buy gold , and do whatever  they want 
to. they  have  s aid yes, because we have  no control  over  t he ir intern al 
aff air s: they  a re sovereign nations.

Mr. C 'offin . Even then, if they  sh ould  use some o f thei r con ver tibl e 
currencies for oth er purposes , eventually , whe rever the  do lla rs go, 
they have to  come back here, whe ther it is the  first round,  second rou nd 
or t bird round.

Mr. P assman. I have alw ays sa id that.  Yo ur people  say 80 pe rce nt 
of the dolla rs are  spen t in Am erica;  I say 100 perc ent.  They spend
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for what we produce, o r they spend it for our gold, or they keep it 
to thei r credit to speculate. It  has to go in one of the three fields.

Mr. Coffin. The realistic  problem would be Tangany ika where we 
have made the commitment you talked about earlier. We are s triving 
to see to it, as much as is possible, t hat  as much of those dollars  are 
spent here as possible. This does not relieve very much of their  
other currency for substitu tional purposes because thei r imports  have 
been so small up to now it is not a case of having  a large  fund of 
convertible currency for  other needs.

Mr. Passman. You have no direct control over thei r budget?
Mr. Coffin. To the extent they agree to set up accounts and see 

they make purchases in this country.
Mr. Passman. We have tha t same type of agreement around the 

world. We had it with  Laos, but it did not work out.
Mr. Coffin. I am not sure we had the same kind of an account 

there.
Mr. I ’assman. Some sort of an agreement.
I believe it is a part of the program downtown to familiarize the 

people with the fact tha t 80 percent, or more, of the money tha t we 
give to these nations is spent for something produced in America; 
is that a fact?

Mr. Coffin. That is a fact.

PA YM EN T FOR U .S . PROCU RED COM MODITIES

Mr. Passman. When these shipments leave the port  of New York, 
or New Orleans, or any other port in America, are those invoices sent 
out to the nations for payment, or do they go to the U.S. Treasury  
for payment?

Mr. Coffin. We are  in the process of setting  up a system whereby 
the deposit is made in the Treasury , and then the draw is made on the 
Treasury as the expenditures are committed.

Mr. P assman. When the  shipments leave the country, we shall say 
the port of New York, then the invoices wind up down at the U.S. 
Treasury fo r payment ; is that the way it works?

Mr. Coffin. That is one of the ways, and that is the  way we are 
trying more and more.

Mr. Passman. It winds up, then, in either the Treasury or a sub­
division of the Treasury ?

Mr. Coffin. Ora  commercial bank.
Mr. P assman. And the Treasury reimburses the  commercial bank?
Mr. Coffin. Correct.
Mr. Passman. So, for practical purposes, the invoices are actually, 

when the goods are shipped out, paid by the U.S. Treasury, against 
the credit to the foreign recipient nations. Even if it is through a 
bank, it winds up with payment being made by the U.S. Treasury .

Mr. Coffin. Yes.
Mr. P assman. And I believe the only money we can get into f he 

U.S. Treasury is either from duties or direct or indirect taxes on the 
people: is that correct ?

Mr. ( Affix. I would say so.
Mr. Passman. I know what you people think you are getting over 

to the American people, but you are doing a bad job, trying to get over 
your story that this program creates prosperity because 80 percent of



780

it is bought here in America. You forget  to tak e the  second step and 
say , “Mr. and Mrs. Am eric a, the  U .S.  Tr easury  pays  the  invoices  and  
you, the  tax pa ye r, p ut  the  money in to th e U.S. T reasury.”

Th e invoices are being  picked up  by the  U .S.  tax pa ye r, ra th er  than 
the  rec ipient count ry.

Mr. Coffin . Le t me sta te  it as  I  see it.

EFF ECT OF PR OCURE M EN T IN  U N IT ED  ST AT ES  ON  BA LA NC E OF PA Y M EN TS

We are  doing  th is fo r essential  foreign  pol icy  reasons. We  do no t 
say it does not cost anyth ing . I t  does cost  som ething.  I t does no t 
cost as much in ter ms  of  our gro ss na tional prod uc t pe r ca pi ta  as 
many have led us to believe, b ut it does cost.

On the  othe r hand , we say the drain on ou r gold, our balanc e of 
payments , will be min imized  to the exten t t h a t we can purch ase  in the  
Un ite d Sta tes . But  th is is a basic decis ion th at  the  people throug h 
their Congres s hav e mad e th at  it  is wise to  allo cate seven- ten ths  of  1 
percen t of  o ur  G N P to th is pro gra m fo r good and sufficient purposes, 
not th at  it does not cost us som ething. We  say it is worth  wh at it 
costs.

Mr.  P assman. I t  was the last  str aw  th at broke the  cam el’s back.
Mr.  Coffin . Th is is the same size str aw  th at  the re has been since 

1946, but  the camel has  got ten  much  big ger .

EC ON OM IC  IM PA CT I N  U N IT E D  ST AT ES  OF ATD P RO GR AM

Mr. P assman. I s i t not tru e, Mr.  Coffin, that  you hav e a  new pu bl i­
cation, Aid Diges t, and  one of  the se llin g po int s to the American 
peop le is th at  80 percen t of the money is spent in Am erica and that  
it creates , I  believe, 700,000 jobs  ?

Mr. Coffin . That  is tr ue .
Mr. P assman. An d th at  the aid  prog ram has  gone  int o prac tic al ly  

every St ate in the Un ion  wi th some type  of contr ac t, from ph arm a­
ceu tica ls to dra glines, and to ju st  abou t every engin eerin g firm, col­
lege, and  unive rsi ty.

Should you no t add  th at , even tho ugh we spend the  money in 
Am eric a, it  is the  ta xp ay er  p ick ing  up  the  check, and n ot the  r ecipie nt 
country . I f  the taxp ay er  should  be told th at  second pa rt  of  it, then  
it wou ld be  a dif ferent s tory.

I f  wh at you people are  advocat ing  is valid, the  more you increase  
it the  gr ea te r the  pro speri ty.

Bu t, o f course, you and I  know t hat  is a fall acy .
Wh en you ship out of New Yo rk  $100 m illion worth  of  goods and  

no th ing comes back  in re tu rn , it is jus t th at  much of  o ur  wealth  that 
has gone  out o f our co un try; is that  rig ht  ?

Mr. Cof fin . I  would not say so. I  would say, first  of  all,  we must 
not mis lead  the  people . Th is is cost ing  the people.

RE TU RN S ON ATD EXPE NDIT URES

Mr. P assman. Wh en you ship out , Mr.  Coffin, are we ge tt in g any­
th in g back?

Mr. Cof fin . Yes.
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Mr. P assman. In return?
Mr. Coffin. I think so.
Mr. Passman. When does it come back ?
Mr. Coffin. It  may not come back for a few years, but we have 

found in every country we have helped, the more i t progresses, the 
more it buys from us. This has been the lesson of the Marshall plan.

Mr. P assman. Nothing  immediately comes back in return for the 
goods we ship out ?

Mr. F rechtling. Security.
Mr. P assman. You know and 1 know, when you ship out $4 billion 

or $500 billion worth of our resources every year  and nothing in the 
way of tangibles comes back, it simply means tha t much of our wealth 
has lef t the shores of the U nited States. If  the boat that comes back 
should bring  gold or something else, that is different. But it is not 
bringing  anyth ing back.

Mr. Coffin. What we are doing is making sure as these countries 
develop we will be tra ding with them, that  we will have access to raw 
materials they have, tha t we will have access to s trategic locations.

Mr. Passman. Those are the indirect  things you are talking about.
Mr. Coffin. Some of them are quite direct when you talk about raw 

materials.
Mr. Passman. There are 113 nations on the face of the earth, and you 

have to include princ ipalit ies to get tha t many. We have pro­
grams, past, present, and planned, in 101 of them. We are in almost 
every large British possession and terri tory.

I)o you not think you can carry the program too far  ?

SEL EC TI VIT Y IN  PR O JE C T P L A N N IN G

Mr. Coffin. I believe you have to be selective, both as to the quality 
and (quantity of your aid.

Mr. Passman. Have we been selective, when we get into 101 of the 
113 nations and British terr itories and possessions?

Mr. Coffin. When you look a t the kind of programs and realize 
how we have concentrated the bulk of our resources, then you do find 
there has been selectivity at work.

Mr. 1 ’assman. This is a sample of our economic aid projects out 
of the defense support category. Defense support is economic aid. 
We wanted a list of ju st what kind of  pro jects could be accomplished. 
If  t hat  is a selective list, then you have a r igh t to your thinking.

As a former Member of Congress, you are familiar  with the fact 
tha t quite often we do not pass these money bills in time for the 
agency to s tart opera ting the first day of the new fiscal year. I think 
you have experienced tha t situat ion along with us for many years.

But every year when we go beyond June  30, we have what is known 
as a continuing  resolution, to provide funds for operations.

Mr. Coffin. Yes.
Mr. 1 ’assman. To make available the same level of expenditures 

for the ensuing fiscal year as you had in the prior fiscal year?
Mr. Coffin. Yes.
Mr. Passman. The mutual security program operates on the same 

basis; tha t is, it is included in the continuing resolution passed by the 
Congress ?

8794 8— 62 — pt . 3------50
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Mr. Coffin. Yes.
Mr. P assman. Which would allow you to allocate at the same level 

of the previous year’s appropriations ?
Mr. Coffin. Yes.

CONTI NGEN CY FU N D  A LL OC AT IO NS  I N  FIS CA L YE AR  1 9 6 2

Mr. P assman. Out of the fiscal year 1962 contingency fund , to how 
many nations did you make allocations?

Mr. Coffin. My listing, Mr. Chairman, is 30.
Mr. P assman. How many British territories did you make an allo­

cation to out of the contingency fund ?
Mr. Coffin. There was hurricane relief for Bri tish Honduras.
There was a flood in Tanganyika, which is soon to become inde­

pendent. At Kenya, we had another flood for which we gave assist­
ance. Also Hong Kong refugee relief.

Mr. Harvey. Do you want the amounts on those ?
Mr. Passman. We have the amounts that will be in the record.
Mr. Harvey. British Honduras, $224,000; Kenya, $14,000; Tan­

ganyika, $205,000; Hong Kong, $18,000 for medicine for a cholera 
epidemic, and $50,000 for the escapee program.

Mr. Passman. Those are British possessions, and in the past the 
British have taken care of their possessions very nicely ?

Mr. Coffin. They also helped very substantially.
Mr. Passman. They would have a more significant interest than

we would ?
Mr. Coffin. Kenya is still a British terri tory , but Tangany ika 

became independent in December 1961

PE RCEN T OF OB LI GA TION S IN  JU N E  1 9 6 2

Mr. 1 ’assman. You agree that you have the continuing  resolution 
available for the aid program, the same as other agencies. What per­
centage of the contingency fund did you obligate in the last 30 days of 
fiscal 1962?

Mr. T en nant. Just under 30 percent.
Mr. P assman. In round figures, about 30 percen t; $87,959,000 in the 

last month.
Mr. Tennant. Of fiscal year 1962.
Mr. Passman. What percentage of the total did you obligate on 

June 30 ? We asked you for tha t information the other day.
Mr. T ennant. I missed that  one the other day.
Mr. Passman. If  this had been another appropriation  for mutual 

security, what would have been the percentage you could have obli­
gated during the  last 2 months of the fiscal year?

Mr. Coffin. Twenty percent in the last month of the fiscal year.
Mr. P assman. How much did you obligate in July?
Mr. Coffin. A year ago?
Mr. P assman. You gave us June. Let us add J uly  to it.
Mr. T ennant. $1,518,000, July  1962.
Mr. Passman. What was the the amount of the obligation in May 

of 1962?
Mr. Tennant. $37,681,000.
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Mr. P assman. It  was $87,959,000 for June?
Mr. Tennant. That is right.
Mr. Passman. What is that  tota l in dollars fo r May and June ?
Mr. Tennant. $125,640,000.
Mr. Passman. What percentage would that be of the total appro­

priat ion—it would l>e about 34 percent, would it not?
Mr. T ennant. Approximately, sir.
Mr. Passman. Under the existing legislation, other than the con- 

t ingency fund, what would have been your limitation during the la st 
60 days?

Mr. Tennant. Twenty percent for obligation in June.
Mr. Passman. May and J une ?
Mr. Harvey. Ju st June.  Section 104 of the foreign assistance 

appropriation  act of 1962 provides that , except for the contingency 
fund and development loans, not more than 20 percent of any appro­
pria tion made available by this title  shall be obligated or reserved 
during  the last month.

Mr. Passman. We established that earlier  at 30 percent for the 
month of J  une.

Mr. T ennant. Yes, sir.
Mr. P assman. So, in effect, out of the contingency fund for the last 

month of fiscal year 1962, you obligated 50 percent more than you 
would have been able to obligate had you been work ng out of the 
other funds ; is th at correct?

Mr. T ennant. Tha t is correct.
Mr. Coffin. This  is on this point.
I just want to say this—I am aware of the questioning that  you 

have given the witnesses on the obligations in May and dune.
Let me assure the  committee t hat  these obligations were not p art  of 

a late, frant ic giveaway program. There were three reasons fo r this.
The first reason was requirements that  did not come until the end 

of the year, and we can cite the Laos si tuation,  we can cite the Un ited 
Arab  Republic, Algeria, Honduras.

The second reason was, there were commitments we had made, but 
the implementation had not been done, loan agreements had to be 
negotiated, projects had to be worked out. This was true in such 
places as Haiti , Indonesia, Vietnam, Syria, Morocco.

The th ird reason was, there were two items, the In dus Bank and the 
Afgh an Road which we deliberately held up until the last possible 
minute to minimize the necessity to tra nsfe r funds from the military.

As I said in my prepared statement, we were successful in keeping 
that  transfer  down to a very small fraction of what we were afra id 
might  have been necessary. This  was not an 11th hour attempt to 
get rid of money.

I can go into every case of these late obligations if you want me to.
Mr. P assman. Had you been obligating out of the regula r funds 

during the month of June on the same project, von would have been 
limited to 20 percent of the appropriations?

Mr. Coffin. Yes, that is correct. That would have meant we would 
have had to draw more from the milita ry, or we would have let some 
contingencies go without responding to them.

1 do not think you would have had as good a report in the operation 
of this fund as we had without the flexibility. A contingencv bv its 
very nature, is something you cannot be sure about.
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PRO JECT OBLIGATIONS ON JU N E  30. 1902

Mr. P assman. Could you tell us the amount of obligations on June 
30, 1962?

Mr. Tennant. I roughly calculate, and I would have to check this 
out, because as you remember, our reports indicated some obligations 
were made in the field; $32.4 million on a first rough count here while 
we are talking.

Mr. Passman. $32,400,000 on the last day of June ?
Mr. Tennant. June  30.
Mr. Passman. I am not going to  ask you the time of day, because 

at one time they made the allocation even af ter the doors had been 
closed and they went back and opened them up afte r 6 o’clock. I am 
quite familiar, in fact, with how easy it is downtown to obligate funds 
until 12 o’clock midnight.

Could you tell us the name of the projects von obligated for on 
June  30?

PROJEC T HO PE

Mr. Coffin. There were eight. One was Project Hone, which was 
a wrapup of its obligations, put ting  it on a businesslike basis.

Mr. P assman. Is that the white ship ?
Mr. Coffin. Tha t is correct.
Mr. P  assman. Is th at not a pr ivate  enterprise venture ?
Mr. Coffin. It  is partly. It  is backed by the medical fraternity.
Mr. P assman. And private enterprise takes credit  for it. I am glad we can participate.
Air. Coffin. Not entirely.
Mr. P assman. They take credit ?
Mr. Coffin. We think it has a value.
Mr. P assman. How much did you take out of the contingency for that  purpose?
Mr. Coffin. $849,000.
Mr. P assman. Gift, g rant, o r loan basis?
Mr. Coffin. That is largely on a gran t basis.
Mr. P assman. $849,000. Was tha t loan or gra nt ?
Mr. Coffin. I think that was grant.
Mr. P assman. What are they going to do with  $849,000 ?
Mr. Coffin. This will enable Hope to keep its commitment to tend 

to the medical needs in Latin America during the coming winter sea­son.
Mr. Passman. Have they gone to Latin America yet?
Mr. Coffin. Yes, they have.
Air. P assman. When did they leave?
Mr. C 'offin. They left late spring or early summer.
Air. P assman. Give us the others on June 30.
Air. Coffin. The second one is classified. That , as you know, is the project you discussed last year with Air. Bell.
Air. P assman. Off the record.
(Off the record.)
Mr. Coffin. The thi rd one-----
Air. P assman. I s that a substantial amount?
Air. Coffin. $550,000. We jus t got the vouchers a day or so before.Mr. P assman. Next?
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SYR IAN  STA BIL IZA TIO N LOAN

Mr. Coffin. Syria , $9 million. This was the stabilization loan 
tha t had been in the process of being worked out for some months.

Mr. P assman. Syria is a nation that  stayed out of the aid program 
for years and yea rs: is that  not so ?

Mr. Coffin. I am not sure.
Mr. P assman. Syria refused to come into the aid program from its 

inception until when, Mr. Controller ?
Mr. T ennant. You will recall when Mr. Gaud testified, there were 

some title II I  public Law 480 transactions.
Mr. P assman. Th at was for food. They canceled th at out. When 

did you open up the first aid program for mutual security?
Mr. Tennant. There was a development loan under the mutual 

security program in 1959. That was the first mutual security trans­
action as such.

Mr. Passman. You had no grant aid, and no technical aid in tha t 
country, did you ?

Mr. Tennant. No, sir.
Mr. Passman. So the aid program, as we unders tand the mutual 

security program, with that  single exception of a development loan, 
was brandnew and came into being in what fiscal year?

Air. Tennant. There was another development loan in fiscal year 
1960. This transaction Mr. Coffin is ta lkin g about is 1962.

Air. Passman. Tha t is the first year, is it not ?
Air. Coffin. This is an interesting transac tion.
Air. Passman. I know it is. I was out there and I talked to the 

Consul General, and he said, there had never been an aid program 
in Syria, and tha t was in I960. He said there had never been an aid 
program in Syria.

li e  said that we were try ing  to talk them into it, but that they did 
not want to get into an aid program.

“We have a substantial amount of gold,” he said, and I  paraphrase, 
adding,  “and we are holding onto tha t gold.”

They overturned governments, b ut they did not turn  loose of their 
gold.

Perhaps an aid program should be there, hut you are start ing an 
aid program out of the contingency fund.

Mr. Coffin. Let me talk to this point. This was a stabilization 
loan-----

Air. P assman. Does that mean budgetary support?
Air. Coffin. It  does. The loans a re to help Syria  solve its foreign 

exchange difficult ies and liberalize its foreign exchange system. The 
Germans, the Italians, and IAIF were in this. The U.S. share was a 
total of $14 million compared with a total package of $42 million, 
and of this $9 million was from AID.

We thought this was a most useful use of the contingency fund at 
this part icular time. We are not in it alone. The European nations 
have taken as much of an interest as we.

Air. Passman. Did you ever have an opportunity  to go over these 
so-called consortium transact ions? Did you ever look at these loan 
sheets? Have you actually seen what the other countries are doing 
out there ?

Air. Ford. Would the chairman yield ?
AVe put up $14 million out of $44 million ?



Mr. Cof fin . Out  of $40 t o $50 million.
M r.F  ord. Ou rs is an o ut rig ht  gr an t ?
Mr. Cof fin . No. Ours is a  loan.
Mr. F ord. A loan on w hat  term s?
Mr. H arvey. A 3-year loan a t 5% pe rcen t.
Mr. Coffin . I t  is  re asonab ly h ard and  reasonab ly short term.  The  

Exp or t- Im po rt  Bank went into  it with  $5 million .
Mr. F ord. Pay able in  do llar s ?
Mr. Cof fin . Yes.
Mr. F ord. Wha t are  the  terms  of the  oth er cou ntr ies  and wha t 

oth er c ountr ies  contr ibu ted , and in what  amounts?
Mr. Cof fin . We can get that  for  you.
(The in for ma tio n requested follows :)

T er ms of Sta bi liza tion  I xia ns  to Syr ia

Th e Agency fo r In te rn at io nal  De ve lop me nt ag reed  in Feb ru ar y  1962, to  p a r­
ti ci pa te  in  as si st an ce  to th e Syr ia  st ab il iz at io n prog ram, wh ich  w as  dev elo ped 
in co nj un ct io n w ith  IM F, if  th e  Syr ia n Go ve rnmen t ob ta in ed  o th er fo re ign 
loan  ai d bey ond the dra w in g right s fro m IM F.  Th e AID loan  ag re em en t fo r 
$9 mi llion  was  sig ned on Ju ne 5, 196 2; it  pro vide d th a t fu nd s co uld be dr aw n 
only a ft e r al l ot he r loan s ha d been s ign ed.

So urce s an d te rm s o f a ll loan s fo ll ow :

Sourc e A m ount T erm s D at e 
s ig n ed »

A ID  ................................. ............. . ..................... $9,0 00,0 00 3 v ea rs  a t 594 per ce nt J u n e  5
E xport -I m port  B a n k .__  . .  ........ . ..................... 5,000,000 5 yea rs  a t  594 per ce nt M a y  23
W es t G erm an y ........................ .............................. ........... . 16, 000. 000 3 y ea rs  a t 5% perc en t June 2S
I ta ly .............  .................. . ........................ ....................... 5,000,000 6 m onth s a t 51£ p erc en t____ Ju ne 15.

* T here  Is n o in fo rm at io n av ai la bl e on  d is burs em ents  u nder th es e lo an s.
N o t e .—In te rn a ti ona l M oneta ry  F u n d  dra w in g  r ig h ts , $6,600,000.

Mr.  H arvey. Germa ny and  Ita ly . I do not know the amounts . I 
can get tha t for  you.

Mr. F ord. Have we ac tua lly  paid ours?
Mr. II  arvey. It  was o blig ated  in June .
Mr. F 'ord. Wil l you find out if the oth ers  have  pa id  the irs , and  if 

so, when ?
Mr. ITarvey. The  decision on o ur  par t to go ahead on th is was made  

in Fe brua ry . What held it up to Ju ne  was pa rt ly  the change in gov ­
ernment, and pa rtl y seeeing to it the  arr angeme nts  with the  oth er 
cou ntr ies  were firmly on the way to b eing accomplished .

The allocat ion was made in Fe brua ry .
Mr.  P assman. You made the  actual  obl iga tion to the  account on 

Ju ne  30?
Mr. ITarvey. Th at is correct,

TE RM S OF LO AN S TO IN DIA

Mr. P assman. We are  in to I nd ia  f or  about $4,245 million. Ou rs are 
thes e development credits, 40 years, no intere st, 10-year grace per iod  
and so forth . Th e othe r loans made  to In di a are  fo r as sho rt as 3 
years, 6 pe rcen t; 20 yea rs, 5*4 p erc en t; 20 years, 6%  perce nt;  15 y ears, 
5i£  per cent;  4 years, 5% pe rce nt;  13 yea rs, 5% perce nt;  20 yea rs, 
5% percent.
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The United Kingdom makes a substantial  profit, over and above the 
going rate. They take the Treasury rate, plus 1 percent. Another 
instance, the Treasury rate plus V/4 percent.

They are making the same types of loans they made 100 years ago, 
hard-boiled, short-term, high-in terest loans ?

Mr. Coffin. No. They are harder than  ours, but they are not the 
same as they were even 2 or 3 years ago.

Mr. P assman. 1 am reading from th e informat ion given us by your 
own people. 1 am looking at the U.S. loans here, and 1 am seeing 
here all the way down the line three-quar ters of 1 percent, no in­
terest, 40 years, on every loan that  we have in that region.

Mr. Coffin. Wha t 1 am saying is-----
Mr. P assman. The other in the consortiums are opera ting as they 

have done for many years ; tha t is, good, hard-boiled loans and with 
high rates of  interest.

Mr. Coffin. I was just going to make the po int, when you see Ger­
many lending fo r 10 years, 20 years, and the United Kingdom lending 
for 25 years, tha t is more liberal than they were 2 or 3 years ago.

Although they have not moved as fa r as we would like them to 
move, nevertheless, they are more liberal than  they were a few years 
ago.

Mr. Passman. Jap an went from 10 years to 15, but raised the in­
terest rate.

W EST  GE RM AN AI D

Here is a let ter from a high-rank ing person in the German Govern­
ment, a foreign trade  information officer. He came to my office and 
spent more than  an hour. He said, in effect, “we have had grea t re­
covery. We never experienced a balance of payments on our deutsche 
marks until you people talked us into gett ing into this  foreign-aid  
business on loans. We are not in this for  giving away.” He said, 
too, that, they were at  the point of el iminat ing some and cu tting  back 
substantially on the other.

Since this German official did not ask me to treat this  le tter  in con­
fidence, any member of the committee is welcome to read it.

The Germans are pulling back even on the ir very tig ht  commit­
ments. This is a letter  of recent date, and this  man was on his way 
to the White I louse when he came to my office.

Mr. Coffin. Mr. Chairman , even the Germans last year  committed 
5 billion in deutschemarks which is $200 or $300 million.

They are in the business o f aid and they are going to be making 
expenditures at a vastly increased rate  over the years ahead.

Mr. Passman. This man said it is going to be at  a reduced rate.
I have here a West German Government official’s letter, which I 

will make available  to  you. This  man was on the way to  the White 
House. He came over here specifically to  talk to Secretary Rusk and 
to Secretary Dillon, and apparently he also wanted to talk  to the 
President about, this aid program.

This lette r states tha t they are going to do just the opposite of what 
you say they are going to do.

Mr. Coffin. I am saying they have made this commitment.
Mr. Passman. They say they are going to call back some of those 

commitments.
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DATE OF OBLIGATION OF SYRIAN LOAN

Mr. F ord. I am interested in this loan to Syria. You said you 
made an allocation in February of 1962 hut you actually  made the  ob­
ligation June 30, 1962?

Mr. Coffin. Right.
Mr. Ford. As 1 understand the testimony somebody stated you 

would not make the obligation until you were assured of the p arti ci­
pation by the other countries, such as West Germany and one or two 
others.

Mr. Coffin. And IMF.
Mr. Ford. What development took place June  29 or 30 in your 

negotiations with the West Germans and others that  prompted you to 
make the commitment or obligation you incurred? Was there a sud­
den detiision by the West Germans and others on Ju ne 30?

Mr. ( of fin . No. I do not say that this took place on June 30 as 
such. It was not until late Jun e that  we knew tha t the Germans were 
going to do so much; the Italia ns were going to do so much. The 
IM F decision had been taken earlier.

Actually, I am not sure that tha t was a June  30 obligation.
Mr. Ford. Somebody testified to that effect.
Mr. Coffin. I know that.
Mr. Tennant. I believe these transactions were whipped up one 

night between quitting time and the following morning. The actual 
loan agreement—AID Loan No. 10—was signed on June  5.

Mr. P assman. You are speaking of something testified to previously. 
When was it allocated or obligated, as shown on your books ?

Mr. T en nant. That is the date signed, which would be the date of 
the obligation.

Mr. P assman. Did you not, previously include this in your listing?
Mr. Coffin. Yes; it was on here.
Mr. F ord. Somebody testified it was on June 30 ?
Mr. Tennant. That is right.  I believe that  is an error.
Mr. Ford. "What disturbs me is tha t since February to June  30 there 

was no act ion.
Mr. Coffin. Tha t is right.
Mr. Ford. Then all of a sudden somebody does something in West 

Germany or elsewhere tha t makes you decide to obligate by June  30. 
My immediate reaction is that  I just do not believe that , and I really 
believe th at if the sequence of events is correct, you realized you were 
going to lose the right to obligate $14 million after June 30.

Mr. Coffin. $5 million was from the Export- Import Bank.
Mr. Passman. Mr. Andrews?
Mr. A ndrew’s. I want to ask one question about th at $9 million of 

aid, Mr. Coffin. Was tha t a loan ?
Mr. Coffin. Yes, sir.
Mr. Andrew’s. Was that  the 40-year type loan ?
Mr. Coffin. No. It is a much shorter term.
Mr. A ndrews. Similar to the one IMF made fo r $4 million?
Mr. Coffin. Yes; it is a short term and a relatively high rate of 

interest.
Mr. Andrew’s. Thank you.
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TYPE  OF  AID EX TE ND ED  BY W ES T GER M ANY

Mr. Passman. I want each member here to have a copy of this  letter,, 
and at this time I will pass the letter around.

(The letter was read.)
Mr. Passman. I made the statement that they said they were cu t­

ting back, the letter verifies my statement.
Mr. Coffin. 1 am still saying, Mr. Chairman, they have aid pro­

grams in 40 countries and with  this big commitment in-----
Mr. Passman. Grants or loans?
Mr. Coffin. Jus t a minute. They are grants  which have increased, 

too. Thei r loans are untied. There are many points t ha t he did not 
bring out but, by making  this drawdown in 1961, they  have insured 
thei r aid in the future even if they cut back, and this will have been 
at a much higher level than  before this great commitment was made.

Mr. P assman. If  I borrow money for 6 months at 4 percent, or a 
year a t 5 percent, that  is a substantial increase in interest and terms?

Mr. Coffin. They are much more liberal than that.
Mr. Passman. They are making good, hard-boiled loans?
Mr. Coffin. Not wholly.
Mr. P assman. Let me read the last para graph from the le tte r:
I sinc er el y ho pe  my  expla nation  re gar din g th e  fo re ig n ai d pro gr am s w ill  be 

of ass is ta nce  to yo u in  your m os t va lu ab le  w or k an d I wou ld  like  to  hear from  
you in  th is  re sp ec t. I w ish to  ad d th a t it  is th e  aim  of  th e Gov ernm en t an d 
th e p ri va te  in te re st s of  th e  F edera l Rep ub lic  of  German y to  g ra n t ai d in  th e 
fu tu re  st il l mor e th an  up  to  no w to  su ch  p a rt n e rs  wh ose re li ab il it y  has  been  
de fin ite ly  e st ab lish ed .

C O N TIN G EN CY  FU N D  PR OG RA MIN G

What percentage and amount of the contingency fund was pro­
gramed at the time of p rograming your other appropriations in fiscal 
1962?

Air. Coffin. We programed in our October programing, $43,580,000.
Mr. Passman. Tha t is the same date you programed out of your 

other funds?
Mr. Coffin. Yes, sir.
Mr. Passman. Did you know a t the time you appeared before the 

committee that the projects which you had programed were on the 
same date? Did you have sufficient information to discuss it with 
us then ?

Mr. Coffin. No. I want to say we did not program to supplement 
appropriations under regular categories. If  you look down th is list 
you will not find-----

Mr. P assman. We will establish, before we finish these hearings, 
tha t you did supplement regular appropriations.

Mr. Coffin. Compare columns 2 and 3.
Mr. Passman. You did program on the same date you programed 

your regular-----
Mr. Coffin. Not to rest ore cuts.
Mr. Passman. I did not say tha t you did. However, I will ask 

that question later  and put in the record tha t you did supplement 
your regula r programs. We appropria ted every dime you asked for 
but of the-----
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Mr. Coffin. I will deny this, Mr. Chairman. I deny that.  I think 
this  is one place where we are very clear.

Mr. Passman. There are some programs for which we have given 
your every dime you asked for, and then you t ransferred  out of the 
contingency fund.

These programs which you obligated funds for on the very same 
day you programed your obligations in your regula r programs 
amounted to $43,580,000; is that correct?

Mr. Coffin. Right.
Mr. Passman. Those programs must have had some study during 

the year, or otherwise they would not have been programs; would 
they ?

Mr. Coffin. They study they had and they became certain  enough 
to put  a dollar figure on-----

Mr. Passman Can you tell us the-----
Mr. Coffin. Between the time we came up here on the Hill for our 

fiscal year 1962 money and the time we made the allocation.
Mr. Passman. What percentage is that of your annual 

appropria tion?
Mr. T ennant. Approximately 15 percent.

OBLIGATIONS from programed contingency fund

Mr. P assman. For  what purposes did you obligate these funds? 
But, for now, let us review the obligations.

Mr. Coffin. Let us go down column 3 of th is table.
The first item was one of $5 million fo r-------- .
Mr. P assman. That  is a British  possession ?
Mr. Coffin. That is right.
We did  not commit tha t but canceled tha t within  the year.
The second was Panama and you have had interrogation of others 

before you on that. Tha t was changed afte r we put th at figure down.
Air. P assman. Does that indicate there was an element of guessing 

at th at time ?
Mr. Coffin. The contingency is always something open to 

judgment.
Mr. P assman. You got those funds, and the very same day started 

allocat ing out of the regular funds and started  allocating out of the 
contingency fund.

There are two items you are obligating on projects supposed to be, 
to some degree, firm; but subsequently you deobligated?

Mr. Coffin. Remember, this is over 3 months afte r the fiscal year 
started .

Mr. Passman. Did you not agree tha t you operated under a con­
tinuing resolution? You could obligate up to the same percentage 
you did the previous year?

Mr. Coffin. We are not talking about obligations, Mr. Chairman. 
This is initial programing.

Mr. P assman. Tell us the date of the initial programing.
Mr. Coffin. That is what I am saying, October 10. This is not 

as final as obligations.
Mr. Passman. You programed, but at a subsequent date canceled it?
Mr. Coffin. Right.
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The $43,580,000 is a planning figure; not an obligation figure.
M r. Passman. Why would you do so without having any projects 

finned up ; th at is, program it and later cancel it?
Mr. Coffin. Well, for good and sufficient reasons.

AL LO CA TION  OF FU NDS TO PANAM A

Let us take the case of Panama. We had a number of projects in 
health and housing we thought we were going to do, roughly, up to 
that  figure.

Subsequently we got into a discussion with the Panamanian Govern­
ment and they came up here and we talked about a wider range. 
These were projects that could have been development grants.

M r. P assman. It  could have been delayed, too?
Mr. Coffin. Actually, Mr. Chairman, we did delay the obligations 

quite a long time. As a matter of fact, working out the various 
projects in housing and health, agricu ltural  research took a great  
deal of time even though we had programed it long before.

Mr. Passman. At any time during the last year did you mention 
these two programs to the committee?

Mr. Coffin. 1 do not believe I did.
Mr. P assman. We held hearings up to late August?
Mr. Coffin. We were busy in August, Mr. Chairman.
Mr. P assman. You did not even have any illustrative programs on 

these, did you ?
Mr. Coffin. We did not have any figures we felt were firm enough 

to even program.
Air. Passman. You did program as soon as you got the money.
Next?
Mr. Coffin. Not as soon, but reasonably-----
Mr. P  assman. The same day th at you programed the others?

AL LO CA TION  OF FU N D S TO PER U

Mr. Coffin. The first time we made our initial cut. The $10 m il­
lion for Peru was in the Puno area which was affected by drought.  
We programed it then as we worked on the project and we found tha t 
$4 million of tha t would not be usefully put  into projects. We de­
programed.

Mr. Passman. Would that  not again indicate too much haste?
Mr. Coffin. To the contrary. This was a prudent figure to put 

down in our internal programing. This should lie evidence to you, 
Mr. Chairman, even in the contingency fund, we wait for good projects 
and make sure they are feasible.

Mr. Passman. If  you are dealing with fresh fish, some of it would 
have spoiled before you got it in and out.

Mr. Coffin. I should think  this is a practice you would commend.
Mr. P assman. I hardly think I could commend this kind of a prac ­

tice; tha t is, try to see if you could not dissipate this, then found out 
you could deprogram,  and later found out you programed too much ?

Air. Coffin. No; you would have been highly critical if we had 
stuck to the  initia l figure when we had not really surveyed the project.

Air. Passman. I am critical because you d id not have any proper  
program or projec t to which to obligate it.
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You actually obligated $10 million, as the record will show, on a project without making a survey, but after the survey got going, you 
found out you needed only $4 million, r athe r than $10 million?

Mr. Coffin. This was not an obligation.
Mr. Passman. A program.
Mr. Coffin. You called it an obligation.
I would agree with you, if this were an obligation.
Mr. Harvey. This is a purely internal  decision.
Mr. Passma n. Next ?

AL LO CA TIO N OF FU NDS TO IN DONES IA

Mr. Coffin. The next one is $3 million for Indonesia.
This is to accelerate construction of the D jaka rta bypass so that  it might be completed in time for the Asian games being held this  month.
Mr. P assman. When did you program that money ?
Mr. Coffin. We programed in October of 1961.
Mr. Passman. II ow much did you deprogram ?
Mr. Coffin. Deprogramed only $305,000.
Mr. Passman. Again, you have programed in advance of having a survey as to actual need.
Next?
Mr. Coffin. This is prudent to make sure we are living within our own internal budget which we shift as we go along.
This is internal control at this  point, Mr. Chairman.
Mr. Passman. Is tha t sound control, when actually you program far  in excess of the needs, when you have no firm projects on which to program ?
Mr. Coffin. And later  revise it downward. When we know there 

is a requirement, Mr. Chairman, a military requirement which this was-----
Mr. P assman. Next ?
Mr. Coffin. We want to be sure we can meet it. We put down a figure internally  but we do not obligate i t until we know how much.
Mr. P assman. If  it  is twice the  amount needed, you do deprogram the difference?
Mr. Coffin. If  it proved ultimately to be twice what was needed and the political purpose s till justified it, we would t ry to meet that  obligation.
Mr. Passman. In some instances, you did program double the amount you used ?
Mr. Coffin. Vietnam was a case where we found the need was much greater than we had antic ipated a t the start.

allocation of funds to Thailand

The next item is Thailand , $1.8 million.
We had to add another  $100,000 later on.
Mr. P assman. Why did you give i t to them ou t of the contingency fund ?
Mr. Cofhn. This was the Thai  border police in the northeas t par t of Thailand.
Mr. P assman. When did you program it?
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Mr. Coffin. We programed tha t $1.8 million in October of 1961.
Mr. Passman. Prior to the time our people went there. You are 

talking about what?
Mr. Coffin. The Thai border police.
Mr. P assman. They have had th at police force there for  years, have 

they not ?
Mr. Coffin. They have had several kinds of police; provincial police 

and national police.
Mr. Passman. The same type of police you are talking about have 

actually been there for years?
Air. Coffin. They have had them, but what they have not had is a 

group active on the northeast  fron tier as they have become a t this 
time.

Air. Passman. Aloving from one section of  the country to another 
would just ify a contingency fund  of $1.8 million ?

Next?
ALLOCATION OF FUNDS TO GUINEA

Air. Coffin. The next figure is $3.5 million for Guinea which was 
a series of projects in vocational train ing, indus trial train ing, and 
things th at would include development grant  projects.

Air. Passman. Development grants?
Air. Coffin. Yes.
Air. Passman. AVhy could you not give it to them out of develop­

ment grants  ?
Air. Coffin. We could not satisfy the self-help requirement of the 

law. We think th is was a good expenditure.
Air. P assman. Do you have development gra nts in 1963 for  Guinea?
Mr. Coffin. I do not know whether we do or not.
Air. Passman. AVould they qualify  under  the self-help feature of 

the bill ?
Air. Coffin. I do not  know. I would have high hopes i t might.
Air. Passman. You operate under the same law ?
Mr. Coffin. Yes; but Guinea is not static  and one thing tha t has 

happened in Guinea in the past year is th at it has been turning more 
and more westward than it was a year ago.

Mr. Passman. I hope so.
I believe they gained the ir independence Ju ly 1 ?
Mr. Coffin. Guinea was French,  Air. Chairman.

ALLOCATION OF FUNDS TO MALI

The next item is Alali, $3.1 million.
Air. P assman. You deobligated or deprogramed ?
Mr. Coffin. We deprogramed $400,000 in Alay and $119,000 in 

June.
Mr. Passman. It  certainly  indicates tha t when you programed this  

money-----
Air. Coffin. We are almost through.
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ALLOCATION OF FUNDS FOR DISASTER RELIE F PROGRAM

Th e only oth er item is $220,000 fo r worldwid e d isa ste r r elie f, which 
goes to the Ambassadors,  small amounts  of  money th at enab le them 
to respon d to local catast rop hes . I th ink  t ha t is a  good record.

Mr. P assman. Cou ld yon not  have  had th at  money in your  r eg ul ar  
ap prop ria tio n ? Wo uld that  item not normally  lie. in th e S ta te  D ep ar t­
ment  bill?

Mr. C offin. No.
Mr. Passman. The money that  goes to the  State De partm ent goes 

to the  Ambassadors?
Mr. Coffin. Th is is for con tingencies .
Mr. H arvey. It  is a dele gation of  continge ncy .
Mr. P  assman. How much is th at?
Mr. H arvey. Up  to $10,000. An Am bassador may  commit th is 

$10,000 in case of emergency.
Mr. P assman. Wh o makes th e de termination ?
Mr. H arvey. The Ambassador.
Mr. Coff in. They have  used it fo r floods, hurr ica nes, and  drou gh ts 

in place s like Ceylon,  Sp ain , an d B raz il.
Th is enables the  Ambassa dor  to move pr om ptly.
Mr. P assman. Th is a relatively new pro gra m and could lie wo rld ­

wide, could it not ?
Mr. Coffin. Not throug h-----
Mr. H arvey. We h ave  been do ing  it for  2 or 3 years .
Mr. P assman. I would  call it a new program , would you not ?
Mr. Coffin . No.
Mr. P assman. I f  it is only  2 or 3 years old, would th at  not be con­

sidered a fa irl y new prog ram  ?
Mr. H arvey. I would  like to po int  ou t-----
Mr. P assman. You ei ther  said  2 or 3 years or  you did  not.
Mr. H arvey. I  did.
Mr. P assman. I f  it is 2 o r 3 years, to  you it may be an old prog ram, 

but to me it is a rela tively  new p rog ram .
It  could be worldwide?
Mr. H arvey. Th is is an a utho rit y to  any A mbassa dor .
Mr. P assman. H ow many do  we have ?
Mr. Coffin . The y do not  all use it.
Mr. P assman. They are  e ligib le?
Mr. H arvey. The preli mi nary o bligation figure  is $107,000.
Mr. P assman. W ha t is the  lim it?
Mr. Coffin . $10,000.
Mr. I ’assman. Is t hat  lim it estab lished by legisla tion  ?
Mr. Coffin . No ; this  is an in ternal use of the money.
M r. P assman. I f  the  agency shou ld decide , the  l egisla tion  is b roa d 

enough to let you go to $25,000; is th at righ t?
Mr. H arvey. It  is.
Mr. P assman. There  is no lim ita tion on it, ju st a question of de­

cid ing  need ?
Mr. Cof fin . It  has been a t th is level  fo r several years .
Mr. H arvey. The au thor ity  is here  in the  au thor ity  of  the  con­

tingency fun d.
Mr. P assman. Y ou have only  recently gone over  into  the  contin­

gency fun d fo r th is typ e of opera tion, and th at  is why I th ink it is 
im po rta nt  to ask a few questio ns on it.
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RE ST RIC TI ONS ON  USE  OF  DISA ST ER  R E LIE F FUNDS

This money is made available to the Ambassador to meet any local 
emergency'i

Mr. Coffin. Right.
Mr. P assman. Presen tly there is no limit  on what the allocation 

could lie, and that is left up to the judgment of the Ambassador in 
making his request ; is it no tt

Mr. Coffin. With the limi t that he is placed under by us.
Air. P assman. Do you have any type of restrictions as to the uses?
Is it limited to earthquakes, tires, and floods?
Mr. Coffin. That is right. This is l imited to the type of contin­

gency falling  under national disaster.
Mr. Harvey. Acts of God.
Mr. Passman. I yield to Mr. Ford.
Mr. Ford. In other words, we can use this contingency fund to 

this extent in all of the embassies we have, worldwide ?
Mr. Coffin. Yes.

R Y U K Y U A N  DISA STER  R ELIE F FU N D

Mr. Ford. Is there any reason why your contingency fund should 
not l>e used to aid and assist in hurricane and typhoon relief in 
the Ryukyus?

Mr. H arvey. 1 believe tha t is not eligible because of a very peculiar 
statute.  Okinawa is not a foreign country.

Mr. F ord. A trust terr itory  ?
Air. Harvey. Yes, it is administered by the Department of the 

Army.
Mr. Ford. They have asked for $1 million in contingency fund 

help for typhoon or hurricane relief. This  is another contingency 
fund virtual ly with no limit except the dolla r amount. Actually  the 
authorizat ion permits a $6 million fund and 1 do not see why this 
contingency fund we are now talking about would not include funds 
for this  purpose in the Ryukyus.

DISA STER RELIE F FU NDS AV AI LA BL E ONLY  TO AID R E C IP IE N T S

Mr. Coffin. I think it would be unwise to allow us to give AID 
money to such underdeveloped countries. If  we once get into trus t 
territories  or our own te rritor ies, such as Guam and Puer to Rico, I 
think th is would be a way of siphoning off moneys that  would not be 
used for  the purpose of the foreign aid program.

Mr. Ford. All right .
1 thought you testified to the chairman tha t this money was available 

in all of our embassies ?
Mr. Coffin. I meant in the countries to which foreign assistance 

funds can be expended.
Mr. F ord. He indicated 113 or so and I thought you indicated agree­

ment.
Mr. ( ’offin. No; I did not intend to.
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LIST OF COUNTRIES REC EIVING DISASTER RE LIE F

Mr. Ford. List the countries where these funds were made available 
in fiscal year 1962 with the Ambassador or the Minister.

Mr. Coffin. I can give you the countries where they were used.
Mr. F ord. I mean the countries where the funds were made avail­

able.
Mr. Coffin. Or if there had been a catastrophe they could use the 

author ity ?
Mr. Ford. Right.
(The list referred to follows:)

Spe ci al A uth oriz ati on  to C h ie f s  of  D ip lo m ati c  M is sio n  for  E me rg en cy
R el ie f  A ssis ta n c e

In Jun e 1958, the Chiefs of American Diplom atic Mission were authorized to 
expend up to $10,000 for emergency rel ief assistance to victims of floods, hu r­
ricanes , earthquakes, fires, volcanic erupt ions,  pestilence, or other na tural 
phenomena. The Ambassador must personal ly make a determinat ion th at  the 
disaster is of such a magnitude th at  outside help is requ ired to meet immediate 
relief  needs, af te r tak ing  into account locally ava ilable resources, that  it is in 
the United States interest to provide  assis tance , and th at  the  host  government 
has  requested aid.

Under thi s auth ority, the  ass ista nce  may be provided in goods and services, 
in U.S.-owned loca l currency, or in dollars. The autho rity  is to be used only to 
meet immediate needs. The programing of funds for  rehabi lita tion or recon­
stru ctio n of devasta ted areas is handled  through normal AID channels and 
procedures, as is the provision of emergency assi stance valued at  more tha n 
$10,000.

The special autho rity  is designed  primarily  to enable  the United States to 
respond rapidly in ear ly stages of dis ast er situatio ns when the  need is greatest 
and to demonstrate in a tangib le w ay the huma nitarian int ere st of the American 
people in re lieving suffering of persons in dis tress .

On notifica tion by a post that  the  Ambassador has  made a dete rmination un­
de r thi s special authorization, AID obliga tes the necessary  fund s unde r the 
autho rity of section 401 (sup port ing assis tan ce).

Uses of the special a uthori ty (luring fiscal year  1962

AFRIC A AN D EURO PE

Congo (Leopoldville ), $10,000
On December 27, 1901, Ambassador Gullion determined th at  flooding of  the 

Congo River was of such magnitude that  outside help was required to meet 
emergency needs in the Stanleyville and Coquilhatville are as  and $10,000 was 
prompt ly made available to finance food supplies for  the flood victims. Prim e 
Min iste r Adoula personally  received the  check in a form al ceremony. This, to­
gether  with  othe r assis tance , such as generators to provide electr ic power to 
Stanleyvil le, resu lted in a close association in the minds of the Congolese of the 
role  the  United States played in alleviating the emergency situation. Publ icity  
was  widespread throughout  th e Congo.
Zanz ibar , $6,658

On the nigh t of April 27, 1902, very high winds, accompanied by tor ren tia l 
rai ns  fell in Zanziba r Town. Over 14 inches of rain fell in less than 15 hours  
and it was estim ated  that  more tha n 90 houses in the poorer (Afr ican) quart er 
of Zanz ibar Town were  complete ly destroyed and th at  over 260 homes were 
badly damaged. It  was also estim ated  that  abou t 1,000 persons were rendered 
homeless as a result  of the storm. The U.S. con tribution of 40,000 EA shillings  
was for the purpose of supplying building mater ials to persons who could show 
loss or damage to the ir homes as a result  of the flooding. The announcement of 
the  U.S. donation received adeq uate  public notice and it is believed tha t the 
speed and magnitude of (he relief had a beneficial effect both from the humani­
ta ria n and political standpoints.
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Ma uritania , $1,500
Th e us ua l sp rin g fam ine  pe riod in  n or th ern M au rit an ia  was muc h mo re sev ere  

an d pro longed  th is  yea r, caus ing  widesprea d di str es s in the area . Th e M au ri­
ta ni an  Mini ste r of Hea lth  sought as sis tanc e fo r the  star va tio n sit ua tio n ex ist ing 
in ce rta in  tri be s ea st  of F ort  Gouraud.  Oas es which the tri be s had relie d upon 
dr ied up  an d it  wa s es tim ated  th at th ree to four  tho usan d trib esm en were en­
dangere d. Th e pro vis ion  of food  under ti tl e II , Pub lic Law  4S0, w as au thor ize d. 
Due to incomple te tr an sp or ta tio n links from the  sea port, eme rgency  re lie f fund s 
were pro vid ed to pay th e costs  of tran sp or tin g the  desperate ly nee ded  food 
fro m Da ka r, Senegal , the  only  av ai lable seapo rt, to the  fam ine  ar ea .
Sen egal,  $1,225

On Ju ne  10, 1962, a vio len t wind sto rm  and a fire cau sed  by lig htning  de ­
str oy ed  ap prox im ate ly  SO pe rcen t of the homes and st ru ct ur es  in the vil lag e of 
Kn ogh any . As a re su lt  of the  fire, 27 people died  and  47 we re in jur ed . P ra ct i­
cal ly all  food su pp lie s w ere  los t a s well as  most of t he  live stock.

Th e vil lage wa s in ur ge nt  need  of medica l supp lies,  food, and othe r emerge ncy  
assis tan ce . Ou tside  a id  fo r t he  re bu ild ing  and th e r epair ing of prop erty dam aged  
was als o needed. Aid wa s im me dia tel y fu rn ishe d by the  Mini stry of Hea lth  
and Social Affairs , othe r Senega lese  go vernme nta l agencies, and  the  local Ca tho lic  
Re lie f Services  represen ta tiv e.

A ca sh donation wa s ma de fo r th e reco ns tru cti on  and repa ir of dam age d pro p­
er ty  and fo r th e procurem en t of emergency food supplie s no t fu rn ishe d by 
governme nta l or re lie f a gencies . Pu bli cit y wa s g iven  the U.S. d onati on  by D ak ar  
newspapers Dak ar-M ati n and Info-S ene gal . A p ers on al exp res sion of gr at itu de  
wa s received fro m th e ac tin g Pr im e Mini ste r, who also stated  th at the en tir e 
coun try  would  be ma de  aw are of the U.S. donat ion . A telegr am  wa s rece ived  
fro m the Governor  o f Sen ega l Or ien tal , expressin g his gr at itu de  fo r ou r in te re st  
in the d isa ste r.
Cen tral A fr ic a R epu blic, $5,000

As a re su lt of se rio us  flood ing of the Ouban guy  Riv er,  many ar ea s were le ft 
inu nd ate d.  People we re le ft homeless and with ou t fowl . On Decem ber 1, 1961, 
the Am bas sad or hand ed  the Pr es iden t of th e Repub lic a check of  $5,000 as a gi ft  
on beha lf of the people of th e United  St ate s. Thi s co ntrib uti on  as sis ted the  
government  in its  eff ort s to reco ns tru ct  th e de va sta ted are as .
Dahom ey,  $4,049

Du rin g the 24 hours pre cedin g Ju ne  19, 1962, so uthe rn  Dahomey suffere d its  
heav ies t ra in fa ll  in 50 years, inun da tin g Po rto Novo and Cotonou, the capit al.  
Sever al tho usan d dw ell ings we re kne e dee p in w at er;  some build ing s col laps ed 
an d a numb er of de aths  we re reporte d. Par ti cu la rl y dangero us wa s th e pos ­
sib ili ty  of epidem ics.

Th e Dahome an Cabin et met  in emergency ses sion and th e Pr es iden t ask ed  our 
Em bas sy fo r help . In  view of the mo un tin g th re a t to he al th  and life , the  
Am bas sad or on J un e 29, 1962, dec lar ed  a foreign  d isas te r flood emergenc y exis ted .

Th e Em bas sy au thor ize d th e use  of Pu bli c Law  480, tit les II  and II I food­
stu ffs  which had been brou gh t in fo r othe r pro gra ms . In  response to the  
Dah omey Go vernm ent’s requ es t fo r medici ne, small  tools,  and bla nkets , the  
Em bassy  req ueste d th at the  AID reg ion al pub lic  he alt h doc tor,  sta tio ne d in th e 
Ivory Coa st, come to  Cotonou to dis cuss th e sa ni ta ry  sit ua tio n wi th the loca l 
he al th  a ut ho ri tie s an d o fficials  of  t he  W orld Hea lth  Org ani zat ion . He  personally 
bought in Nigeria  necessa ry medic ine s and disinfec tant s and tu rn ed  the m over 
to the doc tor  in cha rge . Fi ve  hu nd red blan ke ts we re bought fo r ref ugees  in 
tem po rary  camps. Su gar wa s pu rcha sed fo r mixin g with  th e no nf at  dry milk  
au thor ize d fo r child  feedi ng in th e cam ps.

Th e U.S. as sis tanc e th a t wa s given wa s timely, urgentl y requ ire d, ta ilo red to 
es sent ia l needs, and pro perly  used. Co ordin ation  with  othe r donors , pa rt ic u­
la rly  th e Fren ch  Embassy,  pre vente d du pli ca tio n of effort  local ly.
Spain , $10,000

Heavy ra in s resulte d in ex ten siv e flood ing of Seville in Nov emb er 1961. Th e 
mayor req uested sh el te r and ra tion s fro m th e U.S. 16th Air  Force.  Over 1,000 
hom eles s Sp an iards we re fed  and housed , and rescue mission s, food, medicine , 
bla nkets , and othe r nee ded  sup pli es we re provided. With in a week Spani sh 
au th or iti es  we re in com man d of  th e si tuat ion.  U.S. effort s in th is  rega rd  were 
wel l public ized in  the  S panish pres s.

87948— 62— pt . 51
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NEAR EAST AND SOUTH ASIA
Ceylo n, $10,000

On M arch  16 th e Gov ernm en t of  Ce ylo n re qu es ted ass is ta nce  in  obta in in g va c­
cine  to  co m ba t an  outb re ak  of  po lio mye lit is  in  Colombo  an d th e  su bu rb s.  T he 
U ni ted S ta te s resp on de d by pr ov id in g 100,000 doses of Sa bin tr i va le n t ora l vac­
cine  a t a co st  of  $10,000.
Ir an , $5,000

D ur in g th e la tt e r 2 w ee ks  i n Apr il 1962, a se ri es  of  n a tu ra l d is a st e rs  in cl ud ing 
dr ou gh t, lo cu st  in fe st at io n,  hai l st or m s an d floods st ru ck  Ir a n  an d took  a he av y 
to ll  of crop s, liv es tock , an d pro pe rty.  T ehra n  an d th e su rr oundin g a re a  we re  
part ic u la rl y  hard  h it  by floo ds which , in  ad dit io n to  ki ll in g se ve ra l people an d 
mu ch  liv es tock , de mol ish ed  a nu m be r of  Ir an ia n  eart hen  dw el lin gs . The  U.S. 
A m ba ss ad or  co nt ribu te d 380,000 ri a ls  fo r spec ia l re lie f. The  Ir a n ia n  Re d Cr os s, 
th e  V at ic an , an d th e Fed er al  Rep ub lic  of  G erman y also  jo in ed  in  re li ef ac tivit ie s.  
In di a,  $5,300

D uri ng th e  fi rs t we ek of  Oc tob er,  to rr en ti a l ra in s an d cy clo nic st orm s h it  sev­
era l d is tr ic ts  of B ih ar S ta te  wh ich  ha d alr ea dy been ra va ge d by th re e  ro unds  
of  floods  in  th e cu rr en t mo nsoon season . Sev er al  hun dre d pe op le w er e ki lle d 
an d se ve ra l th ou sa nd  he ad  of  ca tt le  w er e drow ne d.  The  autu m n rice  crop  w as  
al so  se ve re ly  da mag ed . A m ba ss ad or  G al bra it h  au th ori ze d th e  g if t of  $5,300 fo r 
em erge nc y re li ef  fo r th e  flood v ict im s.
In dia , $6,292

Mo nsoon floods in  In d ia  la s t su m m er  w er e th e w ors t in  re ce nt ye ar s.  F o u r 
st a te s w er e se riou sly aff ec ted , an d th e ir  off icia ls urg en tly re qu es ted as si st an ce . 
Pen di ng  prov is ion of Pu bl ic  La w 480 foo d to  al le via te  hu ng er , 30,(XX) ru pe es  
($5 ,250) were co nt ri bute d by ch ec k to  th e  In dia n  Re d Cross  in  ord er  tang ib ly  to  
dem onst ra te  U.S. s ym pat hy  fo r th e  flood vict im s.

Po on a City  su ffered  he av y da m ag e du e to th e br ea k of  tw o ne ar by  da ms. 
B ridg es  an d pu bl ic  w or ks  wer e da mag ed , an d th e dri nkin g w ate r supp ly  fo r 
70,000  peop le was  de st ro ye d.  Fol lo win g vi si ts  to th e a re a  by Prim e M in is te r 
N eh ru  an d th e Chief  M in is te r of M ahar -a sh tr a a nu m be r of re li ef  fu nd s w er e 
se t up ; 5,000 ru pe es  ($1 ,042 ) w er e co nt ri but ed  to  th e Chief  M in is te r’s re li ef 
fu nd .
Nep al , $10,000

A pp ro xi m at el y 600 homes, mor e th an  on e-ha lf  of  which  w er e of st ra w , w er e 
de st ro ye d in  a fir e th a t ra ge d th ro ugh B ir a tn agar,  on e of  th e la rg er towns  in 
Nep al,  on  M arch  26. I t  s ta rt ed  from  sp ar ks in a gold sm ith’s shop  an d ve ry  
hi gh  se as on al  w in ds  sp re ad  th e  fla me s to  va riou s p art s of  th e  ci ty . Mo re th an  
2,(XX) pe rs on s were re nd er ed  ho meless. The  Gov ernm en t of  Nep al requ es ted th e 
U ni ted S ta te s to  pr ov id e some  re li ef to  th e fire vict im s. The  U ni ted S ta te s pro ­
vide d $10,000 to  be  us ed  fo r foo d, im plem en ts , an d ho us in g m ate ri a ls  fo r th ose  
who  su ffer ed  lo sses  in  the  fire.
Syr ia , $2,801

Flo od s in Qub ur  Al-Bid in  A pr il ca us ed  ov er  30 death s an d ov er  $300,000 
da mag e.  Som e 150 h om es  a nd shop s w er e to ta ll y  de st ro ye d.  In  ord er  to demon ­
s tr a te  pr om pt  U.S.  su pport  an d sy m pa th y,  th e A m ba ss ad or  co nt ribu te d 10,000 
Syri an  pou nd s f o r re li ef a ct iv it ie s.

LATIN  AMERICA
Bra zi l,  $10,000

A dis as tr ous fire oc cu rr ed  duri ng a  ci rc us  per fo rm an ce  a t  N ite ro i, Ri o de  
Ja nei ro , on Decem ber 17, 1961: 300 pe rs on s wer e ki lle d an d 500 in ju re d.  Se ve ra l 
co unt ri es  an d in te rn ati onal org an iz at io ns  vo lu nt ee re d se rv ices  an d co ntr ib u­
tion s ; $10,000 w as  auth ori ze d by th e Amba ss ad or  fo r th e pu rc has e of 300 con­
ta in e rs  of 500 cubic  ce ntim et er s ea ch  of blood pl as m a not av ai la bl e in B ra zi l. 
The Amer ican  Re d Cr oss al so  do na ted se ru m, an d bo th  co ns ig nm en ts  w er e 
sh ip pe d g ra ti s by  Vari g, a B ra zi li an  ai rl in e.  F our day s a ft e r th e tir e th e  
A m ba ss ad or  cabled  th a t th e  S ta te  Sec re ta ry  of  H ealth  had  ex pr es se d his  
g ra ti tu de  fo r th e pr om pt  U.S . respon se , an d th a t g re a t re sp on se  to appea ls  fo r 
blood do na tion s ha d mad e fu r th e r re qu es ts  f o r ass is ta nce  u nn ec es sa ry . The  U.S . 
co nt ribu tion  to  d is ast er re li e f was  pr om in en tly pu bl ic ized  in  B ra zi li an  ne ws­
pa pe rs .
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Ch ile , $10,000
Fro m  Jan u a ry  1 to  Nov em be r 11, 1961, th e re  w er e 172 re por te d ca se s of  po lio  

in  Ch ile . In  th e  pe riod  Nov em be r 12-2 5, 74 ca se s w er e re po rted , w ith  he av y 
incide nc e am on g sm al l ch ildr en . Res po nd ing to a re quest  fr om  th e  D irec to r of 
th e  C hi lean  N at io na l H ealth  Se rv ice,  th e U.S . A m ba ss ad or  ask ed  fo r 20 ho t packs, 
5 ro ck ing beds, an d 10 re sp ir a to rs  fr om  th e  N at io nal  Foun dat io n,  to be sh ip pe d 
by a ir  to Chi le  fo r us e in  th re e ch ildre ns’ ho sp ital s.  On Nov em ber 22, the 
Amba ss ad or  d et er m in ed  th a t th e  po lio  s it uati on  w arr an te d  em erge nc y as si st an ce  
fr om  th e Uni ted S ta te s,  an d re qu es te d 100,000 un it s of  ty pe 1 ora l va cc ine.  Tw o 
ex per ts  f ro m t he U .S. Pub lic H ea lt h  Se rv ice’s Com mun icab le  D isea se  C en te r were 
se nt to  Ch ile  on Nov em be r 25, to  a ss is t th e Chi le an  healt h  au th ori ti es an d to  
st ud y th e ef fects  of  th e ora l va cc in e (f urn is hed  by th e Pub lic H ea lth  Se rv ice)  
in  co m ba tin g a ty pe  1 ep idem ic . The se  tw o expert s reco mmen de d sh ip m en t by  
a ir  o f an  a ddit io nal 200,000 un it s of  th e  va cc ine, whi ch  wou ld per m it  th e  C hi lean  
H ealth  Se rv ice to  be gin a  va cc in at io n ca m pa ig n on  Dec em be r 5 (b etwee n 
No vemb er 26 an d Dec em be r 2, ano th er 84 po lio  ca se s w er e re port ed ).  Alth ou gh  
em erge nc y fu nd s ex pe di te d th e  in it ia l ass is ta nce  off ere d fr om  th e U ni ted Sta te s,  
al m os t al l th e  co sts of  re li ef oper at io ns  ha ve  been  m et  su bs eq ue nt ly  by oth er  
pu bl ic  a nd  p ri va te  ag en cies . O ur A m ba ss ad or  rej> orted on Dec em be r 20 th a t the 
ass is ta nce  pr ov id ed  by th e  U nited  S ta te s not  on ly  fu lfi lle d a  hum anit ari an  nee d 
bu t al so  cr ea te d a ve ry  fa vora b le  im pr es sion  on th e  p a r t of  Chi le an  officials an d 
pu bl ic  op inion, an d tr an sm it te d  a le tt e r from  th e D ir ec to r of  th e Chi lean  H ea lth  
Se rv ice ex pr es sing  de ep  ap pre ci at io n  fo r th e ass is ta nce rece ived .

FAR EAST
In do ne sia,  $1,500

A d is ast ro us fir e in D ja k a rt a , th e  c ap ital , de pr iv ed  27,000  peo ple of  t heir  homes 
an d be long ings . The  go ve rn or  of  th e  a re a  w as  ex tr em el y g ra te fu l fo r th e Am­
bas sa dor’s off er of  em erge nc y su pp lie s,  an d su gg es ted pu mps  an d piping  fo r 
w ate r su pp lies  fo r em erge nc y bo us ing.  The  sum of $1,500  was  us ed  to  pr oc ur e 
th e  ne ce ss ar y co mmod ities .
Ja pa n,  $6,321

Exc es sive  ra in s an d la nd sl id es  in  Nag an o pre fe ct ure  duri ng  Ju n e -J u ly  1961 
ca us ed  dev as ta tion  and floo ding. Em erge nc y fu nd s en ab led U.S. fo rc es  from  
th e Fuch u a ir base  to  su per vi se  an d co nd uc t re sc ue  an d su pp ly  op er at io ns , as  
re que st ed  by th e Ja panese  Gov ernm en t. Tw o hundre d pe rs on s were ev ac ua ted,  
an d 45 to ns  of  su pp lie s wer e a ir li ft ed  by he lico pt er  to  th e ne ed y ar ea s.
Ko rea,  $5 ,000

P ers is te n t ra in  ca us ed  h ea vy  f lood  da m ag es  J u ly  1961, p art ic u la rl y  i n so ut he rn ­
mos t Korea . W ell  ov er  200 pe rs on s were de ad  or missing , an d la rg e nu mbe rs  
in ju re d  an d home les s. Dam ag e w as  es ti m ate d  a t well  ove r $2.5 mi llion . In  ad ­
di tion , th e  K or ea ns  fe lt  a p a rt ic u la r ne ed  fo r U.S.  su pport  an d sy m pa th y in view  
of  th e de ep ly  trou bl ed  po li tica l si tu ati on . T he  A m ba ss ad or  tu rn ed  ov er  6,475,000 
hw an  to  th e K or ea n Re d Cr oss. A pre ss  re le as e was  issu ed  des cr ib in g th e con ­
ver sa tion  in  which  th e A m ba ss ad or  an no un ce d th e  co nt ribu tion , an d th e C ha ir ­
man  of  th e Gov ernm en t Co uncil  ex pr es se d th e  th anks of  th e  K or ea n Gov ernm en t 
fo r th is  a ss is ta nc e.
Phi lip pi ne s,  $2,850

D ur in g la te  Feb ru ary  an d ear ly  M ar ch  of  1962, east ern  an d nort her n  sect ions  
of  M in da na o rece ived  an  un us ua lly  he av y and  prolon ge d se ige of  ra in . As a 
co nsequence, a  nu m be r of  co m m un iti es  in th e Dav ao  an d Agu san R iv er  Va lleys 
w er e se riou sly flooded.  In  re sp on se  to  re ques ts  by th e  P hil ip pin e D ep ar tm en t of 
Defen se , th e  U.S . 13 th  A ir  For ce  su pp lied  a ra dio  co mm un icat ions  te am  an d 
fe rr ie d  tw o he lico pt er s to th e flood a re a  to  a ss is t in  re li ef  an d re sc ue  oper at io na 
F unds fo r th e  sp ec ia l ex pe ns es  in cu rr ed  in  th is  op er at io n wer e ta ke n fro m 
em erge nc y re li ef fu nd s.
Th ai la nd , $1,205

In  th e ea rl y mor ni ng  of  M arch  24, 1962 a fir e in Yasotho n,  Ubo l pro vin ce , 
co mplete ly  de st ro ye d a la rg e nu m be r of  ho us es  an d sho ps , leav in g some  1,300 
lteop le home les s. Most es ca pe d th e fire w ith  not hi ng  bu t th e  clot he s in wh ich  
th ey  were sleepin g, an d a few  per so na l ef fects . Lo ca l w el fa re  ag en cies  did an  
ex ce llen t job in pr ov id in g fo r th e re fu ge es , yet a sh ort ag e of  su pp lie s, part ic u ­
la rl y  bl an ke ts , re m aine d.  On  th e A m ba ss ad or ’s au th ori ty , AID  au th ori ti es con-
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tr ib u te d  25,000 bah t to  th e  Gov erno r fo r th e pu rp os e of  pu rc has in g b la nket s an d 
su ch  ot her  su pp lie s and eq uipm en t de em ed  ne ce ss ar y by th e Gov erno r to  ass is t 
th e refuge es . Off icia ls la te r re po rt ed  th a t U.S . as si st an ce  duri ng th e d is ast er 
rece ived  w id es pr ea d fa vor ab le  pu bl ic ity th ro ughout T ha ilan d.

Pre lim in ar y  est im at es  a t the en d of  th e fis ca l year fo r to ta l fu nds ob lig ated  
by mea ns  of th is  au th o ri ty  eq ua lle d .$107,000, Rev ised  est im at es  as of  A ug us t 
16,196 2, now  in cl ud e t he P hi lipp in es  an d Sy ria,  a nd to ta l $113,000.

In  ce rt ai n  cases, ac tion  un de r th is  au th o ri ty  by  th e U.S.  Chief  of  D ip lo m at ic  
Mi ssion  se rv ed  to  ex pe di te  in it ia l ass is ta nce  in  th e wak e of  a d is ast e r of  su ch  
m ag ni tu de  th a t th e  au th ori zati on  of  su bsta n ti a l ad dit io nal  re li ef  as si st ance was  
su bs eq ue nt ly  re qu ired . Thre e pro gr am s w er e of  th is  type  in  fis ca l y ear 1962. 
Th e en ti re  am ou nt  auth ori ze d appears  as  a  co untr y  pr og ra m  in  th e ta ble  on  use 
of  co nt inge nc y fu nds pri n te d  a bove.

AFRICA
Ken ya , $13,700

Floo ds  duri ng Nov em ber is ol at ed  hund re ds of  th ousa nds  of pe rs on s a lr ea dy 
near st a rv ati on  due  to  lon g dr ou gh t. Th e floods se riou sly de pl et ed  ca tt le  her ds 
an d dis ru pte d food  d is tr ib u ti on  fa ci li ti es . In  re sp on se  to  an  urg en t ap pe al  from  
th e C ha irm an  of  th e  N at io nal  R el ie f Com m itt ee  th e  Co nsul G en eral  pr es en te d a 
$10,000 check on  beh al f of  t he  U.S . Gov er nm en t to ai d in  foo d dis tr ib ution.  D ur­
ing  th e ce remon y, which  w as  co ve red by pr es s an d radi o,  th e  C hai rm an  pu bl ic ly  
th an ked  th e co ns ul  ge ne ra l on beh al f of  th e  peop le of  Ken ya  fo r th e ge ne ro us  
fa m in e re li ef a id  co ntr ib ute d  by  th e  U ni ted Sta te s,  includ ing 29,000 to ns  of 
ma ize , 1,300 to ns  of  ed ib le  oil s, an d 1,000 to ns  of  dr ie d milk  co st in g a to ta l of 
$7 mi llion , an d th e  fly ing  of  45,000 po un ds  of  foo d by th e A ir  For ce  to  ar eas 
which  could  be su pp lied  on ly  by  ai rd ro ps.  Th os e fligh ts,  which  co st $3,700, ha d 
a high ly  fa vor ab le  an d w ide im pa ct  in K en ya . Th ey  were re po rt ed  on n ew sc as ts  
w ith in  th e ho ur . Bot h ne w sp ap er s fr on t-pa ge d th e st or y.  A ft er 3 da ys , no rm al  
ch an ne ls  of e merge nc y food  d is tr ib u ti on  c ou ld  be ag ai n resu med .
So m al i R ep ub lic , $330,000

In  N ov em ber it  becam e appare n t th a t flood da m ag e in  t he pri nci pal  a gri cu lt u ra l 
are a  w ou ld  re su lt  i n a m ajo r nat io nal  d is ast er.  In  an  are a of  60,000 sq ua re  m ile s 
food  re so ur ce s,  cl ea n w ate r,  and c u rr en t cr op s w er e al m os t co mpletely de st roye d.  
Most vi lla ge s wer e is ol at ed  or wiped  ou t. M al ar ia , dy se nt er y,  and pu lm on ar y 
in fe ct io n re ac he d ep idem ic  p ro po rt io ns .

The  U ni te d S ta te s mov ed  in  im m ed ia te ly , alo ng  w ith  oth er  go ve rn m en ts  an d 
p ri vate  grou ps , to  pr ov id e ass is ta nce . The  A m ba ss ad or ’s re li ef au th o ri ty  w as  
us ed  to  ex pe di te  th e in it ia l im pa ct  of  re li ef  ef fo rts . F o r ex am ple,  an  ou tb oa rd  
mot or  w as  prov id ed  to  po wer  th e on ly  mea ns  of  foo d dis tr ib u ti on  wh ich  ex is ted 
in it ia ll y—So ma li- ow ned po ntoo n bo at s.  Tot al  U.S.  ai d  w as  in cr ea se d in sev­
era l step s, an d in cl ude d:  360,000 po un ds  of  g ra in  a ir li ft ed , an  ad dit io nal  sh ip ­
lo ad  prov ided , a ir cr ew s m ej lic al  su pp or t, a  nine -m an  med ical team , 12,000 po un ds  
of  dr ug s an d vi ta m in s,  a ir c ra f t fu el , etc . Untold liv es  an d th e  econom y of  a 
co un tr y w er e saved.

LATIN AMERICA
Hon du ra s,  $25,000

The  us ua l ou tb re ak  of g ast ro en te ri ti s which  oc cu rs  a t th e  be ginn in g of  th e 
ra in y  season  be ca me su dd en ly  m uc h mor e se ve re  in te rm s of  incide nc e an d 
se ve ri ty  in  ea rl y su m m er , 1962. The  nu m be r of  ca se s per  day  jum pe d from  a 
no rm al  43 on May  28 to  267 on  May 31 an d 315 on Ju ne  1, w ith a high  pr o­
po rt io n of  de at hs . Lo ca l hea lt h  au th ori ti es se t up  em erge nc y re hydra tion  ce n­
te rs , wh ich  cu t dea th s,  b u t qu ickl y ra n  ou t of  flu id, se ru m, an d drug s.

The  Amba ss ad or  as ked  W as hi ng to n fo r help, an d m ad e av ai la ble  his $10,000 
em erge nc y re li ef  fu nd . Tw o d is ast e r te am s— em erge nc y car e an d pr ev en tive  
m ed ic ine—a nd  17,000 po un ds  of su pp lie s arr iv ed  in Sa n I’e dro Su la w ithin  a 
da y,  ju s t as  loca l su pp lies  ra n  ou t. R ap id  succ es s en ab le d th e em erge nc y ca re  
te am  to  move in to  ou tlyin g a re as on  Ju ne 7. T he  oth er  flu sh ed  an d re ch lo rine d 
th e  w ate r supp ly  in  San  P ed ro  Su la . Cases  p er  da y dr op pe d from  350 on Ju ne  6 
to  40 on Ju ne 20, whe n th e te am s le ft . An ad dit io nal  $15,000 of  as si st an ce  was  
se nt on  June  12 t o co m ba t ep idem ic  hem op hi lu s in flu en za .

Th e U.S.  as si st an ce  was  wel l re ce ived  an d pu bl ic ize d. T he go ve rn or  of  the 
st ri ck en  are a ga ve  a  d in ner  in ho no r of  th e d is ast er te am s,  an d th e P re si den t 
rece ived  them  a t h is  re si de nc e sh ort ly  be fo re  dep ar tu re , in  ord er  to  p ra is e the m 
fo r th eir  work and th ank  th e  U ni te d S ta te s fo r it s  pro m pt ne ss  in re sp on ding .
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Before they left, the  team s donated stocks  of ant ityphoid vaccine and sulfadia- 
zene table ts to country h eal th auth orit ies.

All activities by Americans received extensive publ icity  in all bu t the  Com­
munis t-line papers, including those of an AID labora tory  technician and  the 
wife of the U.S. consul general  in dispensing supplies and nurs ing care.

U SE OF  DISA ST ER  R E L IE F  FU NDS

Mr. P assman. I asked the question and I  thought the answer was in 
the affirmative, tha t any ambassador of any country where there is a 
catastrophe may request this aid.

Mr. Coffin. I was thinking  of A ID countries. I was not th inking 
of ambassadors in France  or Belgium.

Mr. P assman. It  has to be an underdeveloped country ?
Mr. Coffin. To qualify under our law.
(The following was submitted for  the record:)

The use of thi s autho rity is ava ilab le to all ambassado rs, but  in practic e it 
has  been confined largely to the  less developed countries . In fiscal yea r 1962 al l 
uses  were  in such countries excep t Jap an. In the  2 previous years, the  auth ori ty 
was used on six occasions in Japa n (typ hoons),  Nether land s (floods), Germany 
(crash  of U.S. Air Force  plane  in Munich), and  Fran ce (floods).

Mr. Andrews. Mr. Coffin, do you allocate the $10,000 to the Ambas­
sador before he requests it, or is it only upon his request?

Mr. Coffin. Only upon his request.
Mr. A ndrews. You said only eight of them requested it during  the 

past year  ?
Mr. Coffin. Tha t is right . These were all acts of God, contin­

gencies.
Mr. H arvey. There may well have been more than eight, because 

frequent ly the amount used was a much smaller amount than $10,000 
which is the maximum.

Air. Passman. That is under the Ambassador's supervision at all 
times?

Air. Coffin. The Ambassador is the head of  the country team. Air. 
Hamilton is the administ rator  who has authority  over the Ambassa­
dors in Al l)  matters.

Air. P assman. This is a small item, but this  AID  program  is getting 
to be more diversified every year, broader  and more complicated.

Air. Coffin. This is a very small amount. AVe think it is a good tool 
for the Ambassador to have.

SP EC IA L CO NG RE SSIO NA L A U THORIZ A TIO N FOR  DISA ST ER  R E LIE F

Air. Passman. It  may be a good tool but it is something relatively 
new in spending money out of the overburdened American taxpayers ’ 
pockets. I think last year we moved out into one country tha t had a 
catastrophe with  $100 million.

Air. Coffin. No.
Air. P assman. Yes, we did.
Air. Harvey. As authorized bv the Congress.

full amount, $100 million for thei r use.
There are a lot of instances all over the  world where the American

people themselves ra llied to a cause when there was a catastrophe. 
Air. Coffin. Tha t is true.
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Mr. Passman. Why do we have to get into every field ? Why do 
we not leave something for the people to do? Let us make a simple 
appeal.

It  just looks like this AID  Agency insists on getting into every­
thing.

Mr. Coffin. In th is case, the abil ity of the  Ambassador was to come 
up very prompt ly with even a small amount of money and it paid great 
dividends for the United States.

Mr. P assman. It  all depends on how you figure it. I do not know 
whether i t does or not. I do know that every year there is some new 
program, such as investment surveys, ambassadors’ char ity funds, and 
they just  keep on.

CON TI NGEN CY TRA NSF ER  TO IN TE R N A T IO N A L  OR GA NI ZA TION S

This committee and bo th Houses of the Congress recommended the 
full amount for contributions to international organizations, did we 
not?

Mr. Coffin. I think so.
Mr. P assman. Last year?
Mr. Coffin. Yes, sir.
Mr. P assman. Earl ier, I thin k I indicated tha t in some instances 

where we had given the agencies every dime they asked for, you tran s­
ferred out of the contingency fund. On page 6, it is indicated that  
you trans ferred out of the contingency fund, $8.4 million for the con­
tributions to international  organizations.

Mr. Coffin. Page 6 of what?
Mr. P assman. Your s tatement.
Mr. Coffin. This is the MAP transfer, too.
Air. Passman. Let us get the amount and pin it down.
Mr. Coffin. This is the mili tary  assistance transfer.
Air. P assman. Let us get your statement.
Air. Coffin. I am reading from my statement and i t is $9.5 million.
Air. Tennant. Which page, Air. Chairman ?
Mr. Passman. On w hat other page do you find this figure ?
Air. Tennant. $8.4 million, that is on page 6; $8,382,000 was for con­

tributions to international organizations.
I believe that is the point you referred to.
Mr. Passman. Let us read from your statement on page 6:
Of the $291,682,000 of obligations  out of the  contingency fund  of las t year,  

$238,756,000 was supporting ass ista nce ; $8,382,000 was cont ribu tions to inter ­
nationa l organi zat ion s; $44,544,000 was for other jturposes, primarily  to the refugee program.

You did  transfer out $8,382,000 to the internationa l organizations.
Air. Coffin. Right.
Mr. P assman. Out of the contingency fund ?
Air. Coffin. Right.

UNLIQ U ID ATED  OB LIGA TION S TO CR ED IT OF  IN TE R N A T IO N A L  OR GA NI ZA TION S

Air. Passman. Could you tell us hoiv much, Air. Controller, the 
amount of unliquidated funds to the credit of in ternational  organiza­
tions as of June 30 ?
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Mr. Tennant. I believe I would have to add up a few figures for 
that,  Mr. Chairman.

You may wish to continue while I am computing this.

DATE OF CONTING ENCY TRA NSFER

Mr. Passman. On what date did you obligate the $8,382,000 to the 
internationa l organizations ?

Mr. Coffin. This was in June, both of them.
Mr. Passman. What date in J une ?
Mr. Coffin. We do not have the date.
Mr. Ford. To what internationa l organizations?
Mr. Passman. I am going to help a little here.
Mr. Tennant. These orders-----
Mr. Coffin. June 30.
Mr. Passman. The last day of the fiscal year?
Mr. Tennant. Yes, sir.
Mr. Passman. Wh at was the unliquidated amount to the credit of 

that account ?
Air. Coffin. Let me tell you why.
Mr. P assman. Let me get my questions in and then take your time 

and answer.

TR ANSF ER  TO U .N . T EC H N IC A L  A SS IS TA NCE  P ROGRAM

Did you transfer  out of the contingency fund on June 30, the last 
day of the fiscal year, to the United  Nations technical assistance 
program ?

Air. Coffin. I will let Air. Tennant answer.
Air. Passman. I th ink th at ought to be in the record at this time.
We have under development gran ts carry ing this, and then you 

have United Nations Expanded Technical Assistance Program.
I believe Air. Cleveland testified on that  matter, and I  think th at last 

yea r w’e gave them every dime they requested.
We are trying to find out if you t ransferred any money out o f the 

contingency fund to the United Nations technical assistance expanded 
program.

Air. Coffin. The answer to t ha t question is “Yes,” Air. Chairman. 
We did transfer out.

Air. Harvey. Used the contingency fund.
Air. P assman. As of J une 30 ?
Air. Harvey. I am not sure of the date yet.
Air. P assman. You have it here, June 30.
Air. Tennant. I think that  shows June . Since tha t is another 

agency’s transaction, we do no t have that, date on th at schedule.
Air. Passman. You have it listed under June 30.
Mr. Coffin. No.
Air. Passman. Then, if you follow on down, you do not show any 

date aft er you get your total.
Air. Harvey. There is an asterisk, Air. Chairman.
Air. Tennant. There is a footnote (b ).
Air. Passman. What amount do you have unliquidated to these 

accounts ?
Air. Tennant. That is the item I have to add together.
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Mr. Passman. Take your time.
I do not know what other people say, but, as fa r as I am concerned, 

this contingency fund should be eliminated. It  is grossly abused.
You did testify  t hat  you t ransferred on June  30, 1962, the last day 

of the  fiscal year, $5 million to the United Nations Expanded  Techni­
cal Assistance Program.

Mr. Coffin. Who testified ?
Mr. Passman. The AID  people.
Mr. Coffin. Let me now-----
Mr. Passman. Here it is.
The trouble is, one day we get one type of testimony, and the next 

day we do not have it.
Mr. Coffin. This looks like it.
Mr. Tennant. I think th at is.
Mr. Passman. Tha t is right on the belt, is it not ?
Mr. Gary. Mr. Chairman?
Mr. Passman. I yield.

PURPOSES AND AUTHO RITY FOR USES OF DISASTER RELIEF FUNDS

Mr. Gary. Mr. Ford , just a few moments ago, asked for a list of 
the countries in which these funds for catastrophes were used, and 
I would like to ask th at you also include the purposes for which they 
were used in those part icular countries, and the amounts.

Mr. Coffin. We will be glad to.
Mr. P assman. That is a request th at certainly will enable the com­

mittee to know how broad the program is. I think  you earlier stated 
it had to be an act of God. I t either comes with in tha t range or the  
Ambassador could not use it.

Mr. Gary. “God acts in mysterious ways His  wonders to perform.” 
I would like to know in what manner He acted in these par ticu lar 
instances.

Mr. P assman. If  it is a catastrophe, and has to do with an act of 
God and not something done by man, you would get into it?

Mr. Harvey. I do not have the text of tha t authority  in my head. 
I t is certainly my impression tha t tha t is the limitat ion on the use of 
tha t fund.

Mr. Passman. Would you please provide that  information for the 
record, right  after Mr. Gary ’s request?

Mr. H arvey. I believe we can do that.
Mr. Passman. If  you know the author ity, since this contingency 

fund is completely under the AID  Agency and the Presiden t has 
delegated the AID Agency to allocate, obligate, and disburse the fund. 
The A ID Agency could, itself, determine what would be a catastrophe, 
could it not?

Mr. H arvey. Yes, sir.
Mr. Passman. Define just  what the limita tions are, and we hope 

tha t you can define it, and tha t you will not use i t in other than  a 
catastrophe as we think of a God-created catastrophe.

FUN DS ALLOCATED TO INTERNATIONA L ORGANIZATIONS

Do you have that information, Mr. Controller?
Mr. Tennant. Yes, sir.
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ESTIMATED UNEXPENDED BALANCE

We  es timate  $36.9 mi llio n unexp end ed in t he  in ternat iona l o rgan iza­
tio ns  prog ram on Ju ne 30, 1962. Th e reason  I did no t have these 
figures c alcula ted  fo r you  is  th at  my figu res  were not a dju ste d by some 
change  in the  pr og ram that  is go ing  to be covered i n a  sep ara te h ea rin g 
and by a sepa ra te agency.

Mr. P assman. Could  you  tel l us the am ount of  unobligate d fund s 
to  the c redi t of  in te rn at  iona l or ganiza tio ns  as of  Ju ne 30 ?

Mr. T enna nt . I t  was  below $50,000 as o f Ju ne 30.
Mr. P assman . St at e t hat f igure again.
Mr. T en na nt . $36.9 million.
Le t me see a m inu te.
Tha t is th e fig ure  I  ga ve you.
Mr.  P assman . Do you wan t to rais e i t ?
Mr. T en na nt . Yes,  I  th in k I  might  rai se i t a  bit.

ADJUSTED UNEXPENDED BALANCE

On Ju ne the  unexpended  bala nce , inc luding  al l ye ars , is $70.4 million .
Mr. P assman. T hat is  more  like  i t ; $70.4 million  ?
Mr.  T enna nt . T hat is co rrec t.
Mr.  P assman . Thi s inc ludes the Uni ted Na tio ns  Ex pa nd ed  Tech­

nical Ass ista nce  ?
Mr.  T enna nt . Yes, s ir ; thi s includes  all o f it .
Mr.  P assman. H ow much in technic al aid  only  ?
Mr. T en na nt . I  do no t ha ve  that  broken  out  in thi s tabu lat ion .

END-OF-YEA R TRANSACTIONS INVOLVING CONTINGENCY FU ND

You did tr an sf er  $5 mi llio n ou t o f t he  co ntingency fu nd  on  J une 30 
to  the  Un ite d N ati ons Te chnic al A ssistance  Fu nd  ?

I  yiel d to  you, Mr.  Coffin.
Mr.  Cof fin . Th an k you,  Mr. Ch air ma n.
Tw o tra nsac tio ns  and with  ade qua te rea son fo r be ing  very la te  in 

th e year.
Th e first  one, th e In du s wa ters, was an  am ount w© knew we were  

obligate d to come up  wi th  as an ad di tio na l am ou nt  an d the W orld  
Ba nk  told us  this quit e a w hile before.

Al thou gh  we w ere  techn ica lly  ob ligate d to pa y it  over , we held  i t out 
so we w ould  be sure wh at  o ur  ye ar- end req uir em ents wou ld be so th at  
we wou ld hav e as small a draw do wn  fro m the m ili ta ry  as possible. 
We  de libera tely h eld  th at back .

Mr.  P assman. Out  of tech nic al aid  ?
Mr. C of fin . No ; the M AP tra ns fe r.
Mr. P assman. Y ou are ex plaining  th at  befo re you exp lain the  big  

one of  $5 mil lion ?
Mr.  C of fin . Yes. We de lib era tel y he ld th at un til  we saw wh at all 

of  ou r requireme nts  were.
Mr.  P assman. Off th e record.
(Discussio n off the recor d.)



806

PLEDGES AND ALLOCATIONS TO U .N . TE CH NICA L ASS ISTA NCE

Mr. Cof fin. Th e second item of  $5 millio n fo r the  Uni ted Na tio ns  
technical  assis tance was the  r esul t of ou r ple dging  40 perce nt of th is  
Fu nd . Th e oth er na tio ns  cam e up  wi th thei r to tal  of  60 perce nt bu t 
we did n ot wa nt  to comm it ourselves unt il we ha d the  year-end re tu rn s 
in, so we knew  what ou r 40 percen t would be. We ha d to wai t un til  
pr et ty  well in Ju ne  fo r th at . We  fou nd the y came up  wi th  eno ugh 
money so th at  they more than  m atched  ou r $5 m illion. We,  therefo re,  
fel t th is  was not  only  prop er  but  it  was moving in the ri gh t dir ec tio n 
to ge t them to come up w ith  that  money.

Mr. P assman. Even though we a pp ropr ia ted every dim e you  asked 
fo r f or  th is fun d l as t year  and  followed yo ur  formu la ?

Mr.  Cof fin . We told you las t ye ar thi s was a po ss ib ili ty ; we did  not 
know  w hethe r they  would  come up wi th more o r n ot. We  told  you.

Mr. P assman. We did  recom mend  every dim e you reques ted?
Mr.  Coffin . Yes. A t th at  p oin t we h ad  no way  of knowing. We 

could n ot  come to you and  say we were sure  they  were going  to come up 
wi th th is,  so appro xim ate  X more  do lla rs fo r us.

Mr.  P assman. Some  of those na tio ns  opera te on a ca len da r-y ea r 
basis , do th ey not ?

Mr. Coffin . I susp ect so.

BASI S OF U .S . PLEDGE TO U .N . TE CH NI CA L ASS IS TANCE

Mr. P assman. They were  pled ging  fo r a previo us ye ar  r at he r th an  
a fu ll fiscal ye ar as we are now o pe ra tin g in ?

Mr.  Coffin . We were pledging  fo r a fu tu re  period.
Mr. P assman. They m ay hav e been ple dg ing 6 months  o f th is fiscal 

ye ar  a nd  6 months o f the  p rev iou s fiscal ye ar  w here they did  not  come up  w ith  thei r to tal  ?
Mr.  Coff in. The ple dg ing conference  was he ld in the fa ll an d it 

looks  t oward  the fu tur e. I  t hink  it wou ld not have  been a r etr oacti ve  pledge.
Mr.  P assman. You made your  reques t last  ye ar  based upo n wh at 

othe r na tions could do ?
Mr.  Coff in. Made ou r req ues t based on wh at  the y ha d done, th e 

level we were a t ; bu t we a lso sa id if  th ey came up  wi th more , we could 
con tinu e w ith  ou r fo rmula .

Mr.  P assman. I t  does not  do any good.
Mr. Coffin . No.
Mr.  P assman. We are  in acco rd th at  some of  these na tio ns  operat e 

on a cal endar y ea r bas is ins tea d of a fiscal ye ar  basi s?
Air. Coff in. I  assume th at  much.
Mr. P assman. They cou ld hav e been ap pr op riat in g fo r a full year,  

and that  wou ld tak e the m ove r into  6 m onths  of  o ur  new fiscal ye ar ; 
is tha t rig ht  ?

Mr. Cof fin . I do not  see how th a t affec ts the va lid ity  of  w ha t t hey 
were ple dging  to  a specific ca len dar ye ar  p rogra m.

Mr. P assman. I t  mea ns th at  you  are  taki ng  th is con ting ency fu nd  
and d ry ing i t up  so th at  the re  will  be no c arr yover ?

Air. Coffin . No ; we to ld  you th at  if  the y increased th ei r pledges; 
ove r the  amount the y ha d done  last  year,  we wou ld ma tch  the m on a  
40-60 basis.
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Mr. P assman. All r ight.  We shall go back to the record and see. 
As far as I  am concerned, there has never been anything so grossly 

abused as th is contingency fund. You might run into ju st anything.

ALLOCATION TO SAU DI ARABIA

We ran into an item there where they testified tha t Saudi Arabia  
had a substantial aid program in the past but still had on hand several 
million dollars in unliquidated funds to the ir credit. They are a 
wealthy nation and they do not need aid. But we find out here t ha t 
there was some little  political g rant for $150,000.

It just goes to show how loose this thing is.
It  could have been $500,000.
Mr. Coffin. This was supporting assistance this past year, not 

contingency fund.
Mr. Passman. Anyway, you can tran sfer  out of the contingency 

fund  to the supporting  assistance category. It  was $150,000 in grant 
aid to King Saud fo r something.

Mr. F ord. Would the chairman yield ?
Mr. Passman. Yes.

U.S COMMITMENTS CONTINGENT UPON OTHER COUNTRIES CONTRIBUTING

Mr. Ford. When you say the other countries pledged, does tha t 
coincide with an actual obliga tion by us to these countries?

Mr. Coffin. No; there is a pledging session in the fall at the United 
Nations. This is not what trigge rs our commitment although we say 
we will stand by our 40 percent contribution.  We wait until we see 
what they actually commit or make available.

This took pret ty much the whole year before we found what the 
total was.

Mr. Ford. I remember reading a newspaper article quoting Mr. 
Klutznick , and this was several months ago, where we have indicated 
we were not going to make a commitment or our funds available be­
cause of the lack of cooperation by other  countries. This sounded 
very encouraging from our fiscal point of view and I rather ap­
plauded this attitude .

Now I  find tha t instead of withholding we are actually making a 
contribut ion greater than what was initial ly anticipated.

Mr. Coffin. This is because they did get that cooperation.
Mr. F ord. I know; but I am a li ttle uncertain  when you start  using 

the words “commitments,” “pledges,” and we talk about appropr ia­
tions and obligations.

Do we pay $1 and they pay a dollar ?
Mr. II arvey. No.
Mr. F ord. How does it work then ?
Mr. H arvey. We are committed to putt ing up 40 percent of the 

total if it becomes clear in pledges, written  pieces of paper from 
governments, we will pay in so much; the total was such for us to  
meet, or 40 percent. If  they, in fact, meet all of those pledges, we 
are going to owe $45 million.

In  order  to cover our pledge we obligate $45 million. We do not 
disburse it. We wait until they disburse so the actual payment is 
contingent on thei r paying.
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PLEDGES OF PA RT ICIPAT ING CO UNT RIE S

Mr. P assman. Tha t is predicated on a 2-year basis, is it not, for them to make thei r payments?
Mr. Harvey. T believe that is the case.
Mr. Passman. I think tha t certainly makes a case where they have 2 years in which to meet thei r pledge, but Uncle Sam rushes in, and you do no t have any idea whether theirs will ever be fulfilled in its entirety. Nevertheless, we come in and make an appro priat ion to carry out our commitment.
Does Russia still make its pledges in rubles ?
Mr. H arvey. I believe they do.
Mr. Passman. They could very simply increase thei r pledge and that, within itself, would make the difference; would it not ?Nfr. Harvey. Yes.
Mr. Passman. Yet, they insist that  thei r currency be spent in the countries they designate; is that  a statement of fact?
Mr. H arvey. I believe it is.
Air. Passman. They make theirs  2 years in advance and some of them operate on a calendar year basis rath er than a fiscal year, as we do, June to July* is that right?
Mr. Harvey. Some do. But all  pledges and contributions  are made to a specific calendar year program. The calendar  year  is also the U.N.’s fiscal year.
Mr. Passman. I yield to Mr. Gary.
Air. Gary. Did I  understand you to say tha t when they make th eir commitment pledge, we then make our commitment and  set aside tha t sum of money, b ut it is not spent until  they actually put  up the ir money ?
Mr. Harvey. Tha t is my understanding.
Mr. Gary. Is that  correct, Air. Tennant?
Mr. T ennant. Tha t is my understanding, sir.
Mr. Passman. Then did you, in effect, have sufficient time to re­quest of the Congress additiona l money r ather than  take it out of the contingency fund?
Would that be a fai r app raisa l of the  situation?
Mr. Coffin. Not unless-----
Mr. Passman. They have 2 years  in which to come up with the ir money.
Air. Harvey. Wha t the precise rule is, I  do not know.
Mr. P assman. It  is too early to determine whether or not they will come up with those pledges, because the record indicates they have pledged in the past and did not meet those pledges; is that  correct?Air. H arvey. In some small degree.

U .S . ALLOCATION AG AINS T A PLEDGE

Mr. F ord. What worries me, Air. Chairman, when they make a pledge, we make an obligation.
Air. Coffin. Tha t is right.
Air. F ord. Our obligations are available for immediate drawdown? Air. H arvey. By us.
Air. F ord. Well, they are available by the agency to draw against, are they not?
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Mr. Coffin. Which we do not do. The only alternative would be to make a pledge not backed by an obligation.
I think this would be criticized by the committee very deeply.Mr. Passman. What committee?
Air. F ord. I would rath er make a pledge against a pledge then a drawdown in dollars against a drawdown in dollars.
Mr. I Iarvey. That is precisely what  we do.
Mr. Ford. This is not clear to me.
Mr. Passman. They have made pledges and we have made pledges percen t age w ise.
Mr. Coffin. Right.
Mr. Passman. Then we appropria te our money against the ir pledges, hoping they will meet their pledges and then come up with thei r 60 percent; is th at  correct ?
Air. Coffin. Our pledge is 40 percent of all pledges up to a total fund of $150 million.
Air. Passman. I s not the record abundantly clear tha t in the past 

these same nations have committed themselves and have pledged more than  they actually  contributed?
Air. Coffin. In some degree.
Air. Passman. You actually do not know whether, in the next 2 

years, some degree could be as much as 80 percent? AA7ould you get for the record how much ?
They pledge, and then they do not meet thei r pledge.
They may come in with 70 percent of thei r pledge or 80 percent of thei r pledge. They are doing business on a 2-year basis, are they not?
Air. II arvey. That is right.
Air. Passman. Two years in which to make the payment ? Why do we have to take money out of the contingency fund and obligate it on Jun e 30, the last day of the  fiscal year, when you may not be re­quired to make disbursements  fo r a year and a ha lf or 2 years hence?
Air. Coffin. The alternative would be for us to  make a pledge at tha t point. It  was important for us to indicate whether we would or would not continue with our 40-percent pledge.
Air. Passman. You have had similar pledges in the  past on which they defaulted?
Air. Coffin. We are protected.
Mr. P assman. What if you did not have a contingency fund?  Wh at would you do with this money requested in fiscal year 1963?Air. Coffin. We would not have been able to make a pledge.
Air. Passman. You would have been able to make a pledge up to $40 million, would you not?
Tha t is the total we originally appropriated.
Air. I Iarvey. This is the precise purpose of the contingency fund.
I t was to encourage countries to increase the ir contribution to the fund.
Air. P assman. We are dea ling with a group of nations  which, in the past, have no record of meeting thei r pledges. They come up with part ial payments, but here we are giving them 100 percent of what they asked fo r last year. Then, on the last day of the fiscal year, you 

transferred $5 million out of the  contingency fund over to the United Nations technical aid program. To me, this is no way for us to operate.
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Mr. Ford. Mr. Coffin, with the $5 million which was t ransferred  
from the contingency fund, did that take our contribution up to the 
40 percent ?

Mr. Coffin. Yes.
Mr. F ord. Making a total of how much th at we would commit?
Mr. Coffin. $45 million.
Mr. F ord. If  sometime during the next 2 years the other nations 

do not ac tually make available from dollars the amount they pledged, 
that  is, GO percent, then there  is a corresponding decrease in the avail­
ability of our obligational authority?

Mr. Coffin. That is my understanding.
Mr. F ord. Is that the way it works now ?
I should think it would work that way if I understood what has 

been said. If  it is not then the thing I  am fearful  of is taking  place.
U .S . DIS BURSE M EN TS  W IT H H ELD  PE NDIN G ACT UA L D IS BU RSE M EN TS  BY OTH ER  

CO NT RIBU TO RS

Mr. II arvf.y. We hold the obligation undisbursed until they dis­
burse. Our disbursements are no la rger than 40 percent of the total 
contributions to the U.N. fund.

Mr. F ord. In other words, if they do not meet the cash amount 
which corresponds with GO percent, then our $45 million goes down 
correspondingly?

Mr. Harvey. Yes.
Mr. Ford. There is no question about that ?
Mr. Harvey. That is correct.

U .S . DET ER M IN ATI ON OF  A M OUNTS TO BE PLEDGED

Mr. Passman. There is nothing mandatory about this 40 percent. 
There is no legislation governing it. This is a voluntary commit­
ment by our U.N. representative, is it not ?

Mr. Harvey. That  is correct.
Mr. P assman. There is no requirement which is mandatory that 

we come up with 40 percent ?
Mr. Harvey. Except the U.S. Government has pledged itself that  

it will.
Air. Passman. The U.N. representative.
Mr. H arvey. Who is the representa tive of the U.S. Government.
Mr. P assman. You are working agains t any amount we want to 

pledge. There is noth ing mandatory tha t we pledge the full 40 per­
cent. Tha t is the maximum which he could pledge. Is tha t correct?

Mr. Harvey. Yes.
Mr. Passman. He would have been well within the law had he 

pledged 30 percent ?
Mr. Harvey. Yes.
Mr. P assman. And his word that  we would come up with 40 percent 

would have been just as good as the appropriation, would it not ?
Mr. Coffin. You mean if we didn’t-----
Mr. Passman. Our U.N. representa tive had said at a subsequent 

date tha t our pledge will be this figure, which will be 40 percent 
of the total, making his pledge based upon the availabi lity of an 
appropriation , that  would be it. This is the maximum. You could
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have pledged 35 percent  and you would be well within the law. Is 
that  correct ?

Mr. II arvey. Yes.
Mr. Passman. A on could not wait this year to get it again-----
Mr. Coffin. If he had said that we will in the future pledge this, 

without having  an appropriation, he would have been off base. This 
would not have been the proper  procedure.

Mr. P assman. Tha t is what you are doing all over the world. You 
do it every year in the amount of hundreds of millions of dollars. 
Of course, it was pledged even before you asked Congress for a dol­
lar' s appropriation .

Mr. Harvey. That is not correct.
Mr. Passman. You look at the law. I will stand on the record 

tha t it is correct. There is nothing mandatory about it. It  is the 
representa tive in the U.N. who makes the commitment. He could 
have said, “The maximum is 40 percent but we will pledge 35.”

Mr. Harvey. This pledge was made last fall against  the funds 
appropr iated last summer.

Mr. Passman. Have I made a statement of fact? Is it the U.N. 
representative  who commits us.

Mr. Coffin. No.
This is the end process of a State Depar tment  deliberation and 

an agreed upon position.
He then states whatever position has been agreed upon down in 

State and AID .
Mr. P assman. It  has been stated what the law is.
The U.N. representa tive makes the  pledge; 40 percent is the maxi­

mum he could pledge. You could just  as easily have said, “This 
yea r our pledge can be only 38 percent.”

Mr. Harvey. He makes that  pledge against appropriations which 
have been acted on and approved by the Congress.

Mr. P assman. Which was the amount th is committee recommended, 
100 percent, the one item where we did not cut a penny.

JA PA NES E LABOR LEADER PROGRAM

You had what amount for the Japanese labor exchange?
Mr. Coffin. $458,000, sir.
Mr. Passman. You gave us these things as final and complete. 

You had $458,000 in for the Japanese  labor exchange. What made 
that item an emergency in which you had to do th is or all would be 
lost ?

Mr. Coffin. It  was used as par t of a program which has been going 
on fo r some years to bring over to th is country Japanese labor leaders. 
In  J apa n there is a tendency for  the  labor movement to be split with 
the leftist s constantly fighting for  position.

Our Government has felt it was important that  there lie leadership 
developed that is westward oriented and these Japanese labor people 
have been coming here.

At one point there was discussion as to whether this should be 
funded out of the State Departmen t appropriation .

A record was made at tha t time tha t it should not lie funded there 
but should continue to be funded out of the mutual security legisla­
tion , so the commitment was made some time ago.
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The actual obligation did not have to be made until late in the 
year but it had to be made, and we go t the necessary documentation 
late in the year to make this obligation.

Mr. P assman. How had you been funding this item in the past? 
Out of what  appropriat ion ?

Mr. Coffin. Out of the Mutual Security Act.
Mr. P assman. Wha t fund?  What account?
Mr. Harvey. Prior to fiscal year 1962 this activity was funded 

from technical cooperation funds.
Mr. P assman. The contingency fund is intended for cases of un­

foreseen uses of an emergency nature. I wonder if  th is is not just a 
little  bit farfetched, even though this account is wide open ?

HISTORY OF JAPA NE SE  LABOR LEADER PROGRAM

Mr. F ord. Can we have a history of this program—when it was 
started , how many have been brought over each year since its incep­
tion, and the amount which has been made available, and from what 
account ?

Mr. P assman. All righ t.
(Tho information requested follows:)

The Japanese labor exchange  program, involving  tra ining of Japanese labor  
lead ers in the United States, has been car ried on since fiscal year 1955. As of 
Jun e 30, 1962, $1,376,000 had been obliga ted and $1,350,000 expended for this 
project for a tota l of 669 Japane se par ticipan ts. The program was ent irely 
financed out  of technical a ssis tance funds. The following table shows the number  
of p art icipan ts that  arriv ed in the  United  States for  t rai nin g in each fiscal year.
Fiscal year: Number

1955 ________________________________________________________  0
1956 ________________________________________________________  11
1957 ________________________________________________________  46
1958 ________________________________________________________  70
1959 ________________________________________________________  122
1960 ________________________________________________________  164
1961 ________________________________________________________  189
1962 (through Ma rch )________________________________________  1 67

Total_____________________________________________________  669
1 P ar tic ip an ts  finan ced ou t of fiscal y ea r 1961 fun ds.

FU ND IN G OF JA PA NES E LABOR LEADER PROGRAM

Mr. Passman. I s this grant aid ?
Mr. Coffin. Yes.
Mr. Passman. A free ride, $458,000. Can you tell us how much 

we have expended on this  account in the past, and how much you have 
unliquidated as of June  30 to the credit of the Japanese labor ex­
change?

Mr. Tennant. These obligations occurred during May and June. 
The $458,000 occurred then. I doubt very much if it has been spent.

Mr. P assman. Do you think the program could have survived if 
you had not funded it out of the contingency account in June?

Mr. Coffin. A year ago, when we were up there, fhere was a r equ^t 
made to fund this out of the State  Department. Tha t committee did 
not allow tha t item and specifically said it should he funded out of the 
Mutual Security Act, where it had always been funded.
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Mr. P assman. Why did they, the subcommittee handling  funds fo r 
the State  Depar tment, throw it out ?

Mr. Coffin. I think  they said, so far  as they were concerned, it 
should continue to be funded out of the Mutual Security Act.

Mr. Passman. Did tha t action indicate a reduction in tha t budget?
Mr. Coffin. I don’t know, Mr. Chairman.
Mr. P assman. I should think so, if they threw it out.
Mr. Coffin. They reduced the budget accordingly. There  was a 

deliberate legislative history made which put this in our juri sdiction.
Mr. Ford. Did the executive branch then reclama, or request the 

program for fiscal 1962 ?
Mr. Coffin. I don’t believe so, Mr. Ford . I think they were before 

the Senate  a t that  time and they did not make a reclama and they felt 
it would not be a successful attempt.

Mr. F ord. The State Department budget, as I recall it, went through 
the House and subsequently through Congress well before we con­
cluded our hearings  last year.

As I  recall it, the appropriat ion bill came to the floor of the House 
the week following Labor Day. There was ample time for a specific 
reclama fo r this item rather than to do this th is way. I think this is a 
little  on the sneaky side.

Mr. P assman. I agree with the gentleman.

CO NT IN UA TION  OF LABO R-T RA INI NG  PROGRAM

Is this a continuing program which has been in effect several years? 
Mr. Coffin. Yes, Mr. Chairman.
Mr. Passman. Are you going to conclude it this year?
Mr. Coffin. I don’t think there is any plan to tha t effect.
Mr. P assman. How much are you requesting fo r the Japanese labor 

exchange for fiscal 1963?
Mr. F ord. Off the record.
(Discussion held off the record.)
Mr. Passman. Do you have tha t amount, Mr. Controller?
Mr. Coffin. I do not thin k we are asking any funds for this pro­

gram this  year.
Mr. Passman. But  it will be continued ?

FU TU RE  FU ND IN G OF LABOR PROGRAM

Mr. Coffin. I suspect that  our Government feels it is important 
and will try to seek funding for  it.

Mr. P assman. Where are you going to get the money to continue it ? 
Mr. Coffin. I suspect they will t ry to do i t through the State De­

partmen t appropriation .
Mr. P assman. The State  Departmen t appropria tion bill already 

has passed the House. I wonder if it was in there?
Air. F ord. Mr. Howe can tell us.
Mr. P assman. May I ask this  question while Mr. Howe looks 

tha t up:

87948— 62—pt. 52
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M IL IT A RY  AS SI ST AN CE  TR ANSF ER S TO IN TER N A TIO N A L OR GAN IZAT IO N

In addition to the $8,400,000 allocation, did the internationa l or­
ganization receive any funds by transfer from the military assistance 
appropriation ?

Mr. Coffin. Yes, $9.5 million transferred to interna tional  organ i­
zations.

Mr. F ord. From military assistance?
Mr. Coffin. Yes.
Mr. Passman. On what day did they make tha t transfer?
Mr. Tennant. I don't know the exact date of the transfer.  The 

transfer  under the President’s determinat ion was made on J une 6.
Mr. Passman. You do not know’ what day?
Mr. Tennant. June  6 was the tran sfer  of the funds.
Mr. Passman. I)o you know specifically where they credited 

$9,500,000 ?
Mr. Ford. I s this in addition  to the $8,382,000 ?
Afr. Passman. Yes, in addition.
Mr. Coffin. That is righ t.
Mr. TIarvey. There were three major elements in tha t picture. One 

was the $5 million in the UNTA which we have discussed. There 
was the increased requirement for  the Indus water program which 
was more than the $3.8 million which shows on this table.

IN D U S WAT ER S PR O JE CT

Mr. Passman. When is the Indus waterway scheduled to be com­
pleted ?

Mr. Harvey. This contribut ion was due to the bank on March 15. 
The tota l program is due to be completed—it is a multiyear program— 
1967 or 1968. I am not sure.

Mr. Passman. Have you requested funds in your regular 1963 re­
quest for the Indus  waterway rather  than  taking it out of the con­
tingency fund?

Mr. Harvey. This was to cover contracts which were being let by 
the bank-----

Mr. Passman. Expenditures yet to be made. Wh at do you have 
to the credit of the Ind us waterways, unliquidated, Mr. Controller ?

We are running into too much of this. We find tha t you are using 
money out of the contingency fund on projects which will not be com­
pleted for 8 or 9 years.

Mr. Coffin. The fact is th at this was a requirement of us and other  
contributors to be made this spring .

Mr. II arvey. I did not believe Congress wished us to get into a 
position where we would have to ask for funds to cover contracts al­
ready made.

Mr. P assman. Did you have funds for the Indus waterways?
Mr. Tennant. My estimate on the  Indus water as of J une  30 was 

$100,000. However, it was based on the initial  programing of $20 
million. The adjustments  in the programing Mr. IIarv ey mentions 
have raised that program.
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Mr. P assman. Thi s is on pag e 6, r ep or t No. 1107, com mit tee  r ep or t 
fo r fiscal 1962:

Th e U ni ted S ta te s contr ib ute d  $6,807 ,000 in  g ra n t ai d  to th e pro je ct duri ng  
fis ca l 1961, an d al so  m ad e a  Dev elop men t Lo an  Fun d loan  of  $70 mill ion to  P a k ­
is ta n  fo r th e  pr oj ec t. T he  c om m it tee po in ts  ou t th e  Uni ted S ta te s has ag re ed  to  
part ic ip a te  in  th e p ro je ct p ri o r to  (1 ) th e  e st ab li sh m en t of firm co st es ti m ate s fo r 
th e di ff er en t ph as es  of  th e  pro je c t;  an d (2 ) an  arr an gem en t fo r sh ari ng  th e 
co st in  th e ev en t ac tu a l const ru ct io n co st s exce ed  th e  es tim at e of $1,064 mill ion.

Such hast e  to  co m m it th e  U.S . ta xpayer to  an  ex pen diture  of  ov er  a h a lf  
bi lli on  do llar s w ithout re co gn it io n of th e ac tu a l co st  il lu st ra te s th e ty pe  of  th in g 
th a t ha pp en s whe n co m m itm en ts  a re  mad e p ri o r to  fu ll  review’ an d ap pr ov al .

Th is is $1,064 mil lion w or th  of pro jec ts.
The very  fir st ye ar  we put th is in ou r repo rt you sta rte d going  over 

yo ur  b udget.
1 Tow’ much  did yo u tr an sf er  out o f th e contin gen cy fund  to th is  Indu s 

wa terway ?
Mr. I  Iarvey. Fr om  th e cont ingency fu nd  $3.4 million.
Mr . P assman. Any th in g ou t of the  m ili ta ry  account ?
Mr.  H arvey. Ou t of  the mili ta ry  ass ista nce  ap pr op riat ion into the  

in tern at iona l organiza tio ns  co ntr ibuti on s ap prop riat ion,  $9.5 m illion.
Mr. P assman . Did any of th at  m oney  go  into the  Ind us  w ate rway?
Mr . H arvey. I t  is a lit tle h ar d to answer.
Mr. P assman. We kno w there  are  a lot  of  proje cts  now’ ge tti ng  

mon ey fro m the m ili ta ry  ass istance  p rogram . Ta ke  yo ur  time a nd  l et 
us  try  to  establ ish  i t.

Mr . H arvey. Th ere wer e two  tran sfer s into th at  ap prop ria tio n.  
One was fro m the mili ta ry  ass ista nce  f un ds  o f $9.5 m illion.  One  was 
fro m development  gr an t f un ds  of  $7.3 mill ion .

Th ere was also  the  use of  con tingen cy fu nd  o f $8.4 mil lion , mak ing 
a to ta l incre ase, in use of  ou r fund s fo r in te rn at iona l org aniza tio ns  
pur poses , $25.2 m illion.

Th e pr inc ipal uses------
Mr. P assman. Th is  is the same fund  fo r which  the com mit tee  in 

every  cat ego ry last  year  ap prov ed  every dim e you  reques ted?
Mr . H arvey. That  is co rrect.
A numb er of  those elemen ts in there w’ere elements which  were 

es tim ate d las t year.  One  was the one we al read y discussed of the  
co nt rib ut ions  to the UNTA Spe cia l Fun d wh ere  o ur  e stima te at  t hat  
tim e was $40 mi llio n and it  tu rn ed  ou t to be abou t $5 mi llio n 1owt as 
to w ha t w’ould be requir ed.

Mr.  P assman. Pr ov ided  we used  the  ma xim um  th at the U.N . re p­
res en tat ive  could go. Is  that  a f ai r state me nt  ?

Mr. H arvey. Pr ov ided  w e d id  wh at we to ld  Con gress last sum mer 
we would do.

Mr. P assman. Am  I  m ak ing a sta teme nt  o f fact? Th is  is pro vided 
he used  the  very maxim um  t o which he cou ld go, which  is 40 perce nt.

Mr.  H arvey. An d tha t is wha t the  estima te was based on.
Mr. P assman. I  am sti ll mak ing a sta tem en t of  fac t, th at  he had a 

br oa d ran ge.
Mr.  H  arvey. Tha t is r ight .
Mr.  P assman. Next?
Mr. I I arvey. The to ta l increase in req uir ement of  gr an t fun ds  to 

go into the IB R D  fo r t he  In du s water  p ro jec t in fiscal 1962 w as $17.6 
mil lion  ove r the  amoun t th at  was  est im ate d las t summer . It  tu rned
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out to be $34 million whereas the figure used in the congressional 
presentation  a year ago was $16.9 million.

1 believe Mr. Cleveland will give you the full story when he comes 
up here.

Mr. P assman. I s that a considerable variation in the estimate from 
last year ?

Mr. Harvey. About 100 percent.
Mr. Passman. Our report speaks for itself.

US E OF MILITARY ASSISTA NCE  FUN DS FOR INDU S WATERS

Did you take anything out of the military assistance program for  
the Indus waterway project ?

Air. II arvey. As I say, the t ransfer from mili tary  assistance went 
into this appropriat ion.

Air. Passman. For  the Indus ?

INCREASED REQUIREMENTS OVER 18 62  ESTIMATE

Air. PIarvey. The increased requirements against this appropr ia­
tion. There were three  big ones—Indus,  United  Nations Technical 
Assistance, and the Congo.

You put water into a ba thtub  and take it out. I don’t know which 
water comes out from which bucket. It  is all in there.

Air. Passman. It  is like a Alulligan stew.
Air. Harvey. AVe put  water into the bathtub from three sources..
Mr. Passman. H ow much went into the Congo ?
Air. Harvey. There was an increase of $8 million over the fiscal 

year 1962 estimate.
Air. Passman. This is all voluntary in nature  ?
Air. Harvey. Yes, sir.
Air. Passman. That would be $13,900,000 tha t went into the Indus  

Waterway?
Air. H arvey. Tha t is rig ht.
Air. Passman. Subt ract any other item th at you had in the In ter ­

national Organisations.
Mr. Harvey. There were some slight reprogramings, for example, 

the requirement for the m ilitary program in the Congo. There were 
two elements in tha t estimate which turned  out to be lower th an we 
anticipated .

Mr. P assman. A good pa rt of the military that you t ransferred to 
the International Fund went into the Indus Waterway ?

Air. PIarvey. You can attr ibute it to the  U.N. fund for the Congo.
Air. P assman. You told  us about the Congo. You said $34 million 

in round figures for that.
Air. Harvey. Indus  Waterways was $34 million instead of $17 

million.
Air. Passman. That was a 100 percent error.
Air. Harvey. It  was a change in plans.
Air. P assman. Congress knew nothing about it until afte r all this 

manipulation.
Can we find out how much went out of m ilitary assistance into the 

Indus  Waterway ?
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We have a lis t which will be r athe r enlighten ing, actual economic 
aid projects being paid for  out of military assistance.

We want to find out how much here.

SOURCES FOR INC REASED CONTRIB UTION S TO INTE RN AT IONA L 
ORGANIZ ATIO NS

Mr. Harvey. Mr. Chairman, the availab ility of funds for interna­
tional organizations contributions was increased from three sources— 
milita ry assistance, the contingency fund-----

Mr. Passman. Wh at was the first ?
Mr. Harvey. $9.5 million. $15 million from development grants.  

And use of contingency fund was $8.4 million.
Mr. Passman. In round figures tha t is $34 million ?
Mr. Harvey. Tha t is correct.
Mr. P assman. How much did you tran sfer  over to technical aid? 

$5 million, was it?
Mr. H arvey. Yes. That is attribute d directly  to the use of the 

contingency fund.
Mr. Passman. Tha t is $29 million. How much went into the 

Congo ?
Mr. H arvey. $9.5 million.
Mr. F ord. Wh at aspect?
Mr. Harvey. Economic assistance and supporting assistance.
Mr. P assman. That leaves $19 million, then.
Mr. Coffin. The ir foreign exchange reserves have practica lly dis­

appeared, and they were facing bankruptcy . There  was considerable 
conversation with the Belgians in getting them to come along with 
the Brit ish.

Mr. F ord. You took $9.5 million from the milita ry assistance pro­
gram, transferred it  to contingency ?

Mr. H arvey. Inte rnat iona l organizations.
Mr. Ford. Transferred it directly to the interna tional  organiza­

tions, and the in ternat ional organizations then t rans ferre d $10 million 
to the economic or suppo rting assistance of the Congo ?

Mr. H arvey. No.
Mr. P assman. Tha t is right.
Mr. H arvey. The contribu tion to the United Nations.
Mr. P assman. You did not furn ish guns or ammunition, did you?
Mr. Harvey. No.
Mr. P assman. We are dealing with the economic and development 

aid programs.
Mr. Harvey. Tha t is right .
Mr. Passman. It  went into technical aid, economic aid, or Indus  

Waterways ?
Mr. H arvey. Yes.
Mr. Coffin. This is precisely what  this ability  to make an MAP 

tran sfer was for.
Mr. Harvey. I wonder if I might correct the testimony in one 

respect.
Concerning the tran sfer from development gran ts into the “In ter ­

national organizations” appropriation, the tra nsfer of  $15 million was 
authorized. In  fact only $7.3 million was transferred.

Mr. P assman. Again, you just overstated your  needs; did you not?
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AF GH AN IST AN -PA KIST AN  BORDER DISPUT E

Afghanistan  and Pakistan are having a border dispute.
We had accumulated a substantia l amount of aid of various types 

on the border.
Pakistain  agreed to open the border so that  the aid might  go into 

Afghanistan , but the latter country was somewhat reluctant.
Late r A fghan istan did open the border, and it took about 8 weeks 

to get the various  types of aid we had accumulated over into Afghan­
istan, and then they again closed the border.

Have I stated th at correctly ?
Air. Miller. I think the border opening, Mr. Chairman was from 

January 29 to March 29, 2 months, as I recall.
Mr. Passman. There was reluctance to open the border in order to 

let the aid get in. The border was finally opened unt il we got in our 
aid which had accumulated there.

After the aid had gone through the border the border was closed 
again. Is th at righ t?

Mr. Miller. My recollection is tha t the statement made by Mr. 
Gaud and Mr. Talbot was that  there  was an agreement finally worked 
out with both Pakistan  and Afghan istan that, would allow the border 
opening for this AID material. Since it  had to be negotiated with 
both countries it was difficult, if not impossible, to state  which one 
did it first or which one authorized it first as each was conditional upon 
the other’s agreement.

You are correct in stating that  the aid was sent through during 
this 8-week period.

Mr. P assman. Am I correct in saying it had accumulated on the 
border in substantial quantities?

Mr. Miller. Prior to the opening of the border, yes.
Mr. Passman. It  took an agreement between the two nations to 

open the border?
Mr. Miller. Yes.
Mr. Passman. You have another very comprehensive program 

going in Afghanistan and that is a water system.

NEG OTIAT ION  FOR NE W CONTRACTS

In negotiating a new contract with contractors, you do not know 
whether the price will be up or down until afte r you have negotiated, 
do you ?

Mr. Coffin. Not on this one.
Mr. P assman. Do you know which one I  am talk ing about?
Is that, the general rule, tha t it takes negotiation  to determine 

whether a new contract price on anything would be up or down?
Mr. Miller. I am not quite sure to what you are refer ring here.
Mr. P assman. I am referr ing to a negotiation where there is money 

to be spent for a profit. Those people are over there for a profit, I 
assume, the American contractors, and if you have a contract that  is 
to be negotiated as to the cost of tha t project, you do not know 
whether it is going to be lower or higher until after the negotiation; 
do you ?
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Mr. Harvey. If  conditions have changed in such fashion, the con­tractor's cost will be higher; it is fairly  clear tha t the contract rene­gotiated price will be higher.
Mr. P assman. There are 17 different projec ts in this, including ra il­road bridges and highways.
Mr. Miller. In  some contracts, there is an option for picking it up at a fixed price and on cont racts generally negotiated, estimates may have been presented in advance which will be accurate which may be revised up or down when the final contract is negotiated.

A FG H A N IS TA N  RE GI ON AL  TRA N SIT  PR O JE CT

Mr. P assman. The Afghanis tan regional tran sit project, I believe,, is 306-F-3398.
This was a $56 million project.
You have a project  known as the Afghanistan regional tran sit project?
Mr. Miller. Yes.
Mr. P assman. It  is in several parts.  You have an estimate for the total cost being $56,800,000; is that  correct ?
Mr. Miller. I do not have the exact figures in f ront of me.
Mr. Passman. Th at figure is correct. Tha t is wha t has been testi­fied to for the record.
In  1961, you had obligated $27,799,000. You bad unliquidated $23,208,000. Then, for fiscal year 1962, you estimated tha t you would 

need an additional $1 million to allocate to the project during the year.
Air. Ford. $2 million.
Air. Passman. $1 million in 1962 and $2 million in fiscal 1963.
Witnesses said, and I paraphrase,  “Well, on account of the border trouble we want to accumulate this aid, the components of it, on the border. Then, in the event the border opens, we can move all the aid into Afghanis tan, have the machinery and everything there to com­plete these various projects, one of them being for about $23.7 million for the Kabu l-Kandahar Road.”
They said that if this could be done, there might be a period when the border would open and we could get all this  stuff’ in because it is a project tha t requires several years for completion. But, it was added, 

if they should not open the border, we might be able to utilize the accumulation in Pakistan, or in tha t region.
A li ttle whispering went on on the other side of the table and they said something else—that we might have to renegotia te this contract. This was an afte rthought  to the preceding tes timony, and that was, to get the border open and get the material in.
We went into quite an exchange of ideas about the second phase; that, is, the renegotiation. It  seems it went in $100,000 steps. If  you do it this date, it is $100,000; this  way, $100,000, and the ultimate, $600,000.
Tha t was testimony brought about by an after thought. But, the fact remained, the person administering the program indicated we wanted to accumulate the material on the border  of this not-too- friend ly nation, Afghan istan, and then rush it in to complete the project.
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CO NTING ENCY FU ND ALLOCATION

You obl igated $23,700,000 out of the  contingency fund , which you 
may neve r need, fo r mate ria l you may  never ge t int o Af gh an ist an . 
They said , “We may use it  in th at  vic ini ty if  we cannot ge t it  into 
Af gh an ist an .”

I)o  you th ink we are  en tit led  to an expla na tion as to  why  it  was 
necessary to add  th is  trem end ous amount of money, or obl iga te it in 
Ju no  fo r a pro jec t fo r which you had fund s on hand  fo r pe rhap s 3 
or  4 yea rs ?

Mr.  M iller. I  th ink the  record will spe ak f or -----
Mr. P assman. Are you n ot goin g to let Mr.  Coffin t es tify ?
Mr. Coffin . I would just like  to say, I know Mr. Gaud has testi ­

fied a t some length  on th is road. I  have been of  the opinion th is  was 
fa ir ly  ful l test imony.

Mr. P assman. I t was r athe r fu ll.
Mr. Coff in. Th e key elem ent the re is a decis ion was made to  pr o­

ceed with th is road. That  decision  ha vin g been made, the  only way 
to do it  and  be pr ud en t would be to do it  before the  opt ion  exp ired . 
I f  we had  done  it  af te r the opt ion  ha d exp ired, even tho ugh no one 
can predict  wi th ce rta in ty  how high  the  cost  would incre ase, the y 
were at  leas t cer tain the cost  would increase, and increase  subs tan ­
tia lly , and  the refore , ha ving  take n the decis ion, the n the  only  way of 
doing i t at  m inim um cost  w as to do it  b efore the opt ion  da te exp ired.

Mr. Passman. I t  follo ws, nevertheless, th at  you had th is huge sum 
of  $23 m illion in unliq uid ate d fun ds.  You only asked fo r an ad di ­
tion al $2 mil lion  fo r fiscal ye ar  1962. An d you only  est imated th at  
you would  need an a dd itional $2 million f or  fiscal year  1963.

Mr. Coff in. Th is was a t th e tim e------

CONTRACT OPTIO N8

Mr. P assman. A t the time  you pr in ted these books  you  were 
famili ar  with  the  option and i ts contents?

Mr. Coffin . Yes. Bu t the  decision ha d no t been made, and the 
situ ation ove r there  was n ot such a t th at  time------

Mr. P assman. A t the  time you  pr in ted thes e books, you  knew  
about the  c ontract ?

Mr. Cof fin . Yes.
Mr. P assman. Re ga rd ing  the  people who test ified fo r th is  money, 

it  was an af te rtho ug ht  when the y sa id : “Oh, yes, the  ren egoti ation  
would come into it .” So, you were  no t wo rry ing  abo ut havin g to 
ren ego tiat e thi s con tra ct a t the tim e you p rin ted th e books?

Mr. Coffin . A t the  time we pr in ted the books, the  decision ha d 
no t been m ade  to  go ahead.  We  had  no  cer tai nty we would go ahead.

Wh en we made  the  decision, the  only  way , pr ud en t way, to make  
it  was to m ake it  wi thi n th e tim e lim it.

Mr. P assman. Th e con tract was in st atus  quo ?
Mr. Cof fin . Eve ry th ing was quiet. I t  migh t have been th at  way 

fo r 1, 2, or 3 years.
The  situa tion since  these books  came out deve loped to  the  po int 

where we fe lt th at  we should go ahead. Th is is one of  those cases 
where you can  always  use hin ds ight , bu t I th ink th is  was a wise 
decision.
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Mr. Passman. Thank you.
It. follows, nevertheless, tha t at the time you print ed these books 

you thought you would only need $21 million on hand, unliqu idated, 
at the end of fiscal year 1962. That was the decision at the t ime you 
prin ted the books.

Mr. Coffin. That was-----
Mr. Passman. At the time you prin ted the books, it  was known 

then you had this contract, and if it expired, you would have to 
reneg otiat e; is tha t true  ?

Mr. Coffin. That is true.
Mr. Passman. At  this time, there is no activi ty going on in this 

area about this project. You are accumulating goods; is that righ t?
Mr. Coffin. At tha t time, no decision to move forward had been 

taken.
Mr. P assman. At th is time, there is no assurance the border is going 

to open; is tha t righ t?
Mr. ( "offin. I do not suppose you can ever be sure of anything, but 

we are optimistic.
Air. Passman. Have I made a statement  of fact as you understand 

it, tha t they stated if the equipment should not be utilized in Afghan­
istan, it m ight be utilized in Pakistan, or elsewhere in th at vicini ty ?

Mr. Coffin. W hatever  Mr. Gaud told you I  am sure  was accurate.

AID TO  A FG H A N IS TA N

Mr. P assman. The record will speak for itself.
Mr. Coffin. In that pa rt of the world we have two options.
(Off the record.)
Mr. P assman. It, follows, nevertheless, that  you have no milita ry aid 

in Afghanistan. They elected to  buy thei r equipment from Russia.
Is i t not true  tha t all the military equipment they  have was brought 

from Russia ?
Air. Coffin. Remember this: Afghanistan  also is the country tha t 

entrus ts most of its teaching to Americans.
(Off the record.)
Mr. Passman. If  we had not appropriated  another nickel to this 

project, you actually had money that  would have carried you 3 or 4 
years hence ?

Mr. Coffin. We might very well not have found Afghanis tan and 
Pakistan  and Ira n as being pa rt of a place where we still have hopes-----

COST TO EX ER CI SE  CO NT RA CT  OPT IO NS

Air. P assman. If  you have a project  going th at is going to take you 
8 years to complete, and you have i t 50 percent funded and it is just 
getting underway, you would not need this $23 million for perhaps 
another 4 or 5 years.

Air. Coffin. It  would be vastly more than  that.
Al r.l  ’assman. You had several different option dates. At this  date  

it would cost you $100,000 more; at this date, another $100,000.
But $800,000 would be the maximum, and you never know until 

you renegotiate one of these contrac ts whether your price is going to be higher or lower.
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Those people are  over there for one purpose, and that  is to make 
a profit;  you know and I know, if they have th is equipment over there 
in that par t of the country, it is over there to do contract work to make 
a profit. If  there is a profit in it, they want it. If  they can keep the 
equipment there and renegotiate this contract with a profit, they are 
going to do so.

I think you ought to indicate whether it is true  o r is not true  tha t 
this matte r is stil l uncertain. You do not know whether you will be 
able to use any of this money.

Mr. Coffin. We think we have made the wise decision.
Mr. Passman. You knew that  at the time you printed  these books.
Mr. Coffin. At that time, the decision had not been made.
Mr. Harvey. May I restate the facts with regard to the options?
There were three dates, December 13, 1961; March 13, 1962, and 

June 13, 1962.
As I understand it, if the option were picked up afte r tha t first 

date, it would cost $400,000 more. If  it were picked up between March 
13 and June  13, i t would cost $800,000 more. If  it were not picked up 
by June  13 the remainder of the contrac t would have to be renego­
tiated, and it was our advice from the TJ.S. Army Corps of Engineers, 
who were the managing engineers on the contract, tha t renegotiation 
would cost us millions of dollars.

Air. Passman. I shall read from the tra nscr ipt:
Mr. Gaud. If  you exercised  option 2, it  would be $100,000 higher.
If  you exercised  option 3, it  would be sti ll ano the r $100,000 higher.
So fa r as segment 5 is concerned, if you exerci sed option 1, it  would cost 

$5,484,177.82.
If  you exercised  option 2, it  was $100,000 higher.
Segment 6, if you exercised  option 1, $7,157,50.06.
If  you exercised  option 2 it  was $100,000 more.
If  you exercised option 3 i t was sti ll ano ther $100,000 more. The  prices were 

all fixed, but  so fa r as segments  3, 4, 5, and 6 were concerned, depending on 
when you exercised the option, it  migh t cost you $400,000 more or $800,000 more 
than if  you exercised it, you might say, at  the outset.

Mr. Miller. I think  the record will show tha t he was speaking to 
the first two of the option dates.

Mr. Passman. He said options 3, 4, 5, and 6, and he reviewed 
the transcript. You can say whatever you want. I read directly from 
what Mr. Gaud said.

Mr. Coffin. The pape r presented to Mr. Hamil ton referred to the 
thi rd and final option to be exercised on June  14.

Air. Passman. Air. Gaud runs this program out there, does he 
not?

Air. Coffin. Air. Hamilton runs  it.
Air. P assman. Air. Gaud said he ran the section, and usually things 

became final at his desk. In a few instances it had moved up to Air. 
Hamilton.

Air. Coffin. AVe are t alking about an allocution from a contingency 
fund which is Air. Hamilton’s prerogative, and the fact is there were 
three options. The thir d and final one was on June 14. If  tha t was 
not exercised, the cost would be substantia l—and I am not talking 
about $400,000 or $800,000—but substant ially more.
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STA BIL IZ ATIO N LO AN  TO SY RIA

Mr. Ford. What was the purpose of the $9 million allocation to 
Syria out of the contingency fund ?

Mr. Coffin. Tha t was the stabilization loan we talked about earlier.
Mr. Passman. Are we talk ing about budget support,  after a fash ­ion ?
Mr. Coffin. This is m aking available foreign exchange for them 

to stabilize their  currency.
Mr. Passman. I s it budgetary support ?
Mr. Coffin. No, it is not. Having made this loan on reasonably 

short terms, if  the effort is successful, this might  mean the confidencê  
in the Syrian economy is such tha t budgetary support is not needed.

Mr. Passman. Earlie r we had direct testimony that  currency stabili­
zation was budgetary support.

OTH ER AID TO SY RI A IN  FI SC AL YE AR  19  62

Mr. F ord. Was any other aid and assistance given to Syria in fiscal 
year 1962 ?

Mr. Passman. There was a development loan of $14.7 million, and 
development grants  in the amount of $166,000.

Mr. Ford. When was the contingency fund obligation made to 
Syria?

Mr. T ennant. There was a slight question on whether it was June 
30 or June 6.

Mr. F ord. It  was June sometime?
Mr. Tennant. Yes.
Mr. Harvey. The program approval was signed in February. 

CO N TIN G EN CY  AL LO CA TION S TO T H E  U N IT E D  ARA B REPU BLIC

Mr. F ord. The amount awarded to the United Arab Republic out of 
the contingency fund in fiscal year 1962 was $20 million ?

Mr. Coffin. Right.
Mr. F ord. Two grants, one of $5 million and one of $15 million.
Mr. Coffin. Five million was from supporting  assistance, $15 mi l­

lion was from the contingency fund. These together funded one loan.
Mr. Ford. The total from the contingency fund wyas $15 million?Mr. Coffin. Right.
Mr. F ord. And the $5 million was out of supporting assistance?
Mr. Coffin. Right.

TO TA L AI D TO T H E  U N IT E D  ARAB REPU BLIC  I N  FI SC AL YE AR  1 9 6 2

Mr. F ord. A total of $20 million was all made available to the United 
Arab Republic in fiscal year 1962?

Mr. Coffin. No. In addition  to the $20 million supporting assist­
ance loan, two development loans total ing $20 million were signed, and 
development gran ts of $1,950,000 were obligated.

Mr. F ord. Wha t was the later development grant?
Mr. Coffin. $1,950,000.
Mr. Ford. And $5 million of suppor ting assistance; right ?
Mr. Coffin. Yes. Tha t is in the $20 million loan.
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Mr. Fokd. And the extra $15 million was for what purpose ?
Mr. Coffin. The $5 and the $15 million were for the stabilization 

loan T have just spoken about. It  is similar to that o f Syria in which 
the IM F also participated.

Mr. Ford. As I understand it, the one to Syria, however, had a 
rather short-term, 3-year period  with rather high interest  relatively.

Mr. Coffin. Right.
Mr. Ford. What about the  terms with the United Arab Republic?
Mr. II arvey. They were more generous.
Mr. Coffin. While we are getting th at informat ion, I  would say the 

IMF gave a drawing righ t to the United Arab Republic of $42.5 mil­
lion. The total short-term foreign exchange requirement was about 
$113 million. It  is a 10-year loan, grace period of 3 years, and an 
interest rate of 2 ^  percent.

Mr. Ford. Repayable in dollars?
Mr. Coffin. Yes.
Mr. Ford. $15 million?
Mr. Coffin. $20 million.
Mr. Ford. Were there other nations involved in this such as in the 

case of Syria ?
Mr. H arvey. Yes.
Mr. Ford. To the extent of how much ?
Mr. Harvey. At least another $20 million.
Mr. F ord. Will you get whatever the figures are and lis t the coun­

tries and the amounts involved ?
Mr. Harvey. All r ight.
(The information requested follows:)

Terms of Stabilization Loans to to e United Arab Republic

The United Arab Republic and United  Kingdom signed a $10 million loan early 
in August 1902. This  loan is for  10 years at  2y> perc ent (2% years ’ grace 
period.)

The Federa l Republic of Germany offered a $20-million loan but  the terms  
were not acceptable to the  United Arab Republic and the  two governments are  
continuing thei r discussions.

Discussions with the  Ita lia n Government are  still  underway both as to the 
amount  and terms.

Mr. Ford. Let ’s turn to Laos.

contingency fund allocation to LAOS
How much was made available to Laos in fiscal year 1962 out of 

the contingency fund ?
Mr. Coffin. $3 million.

TOTAL AID  TO LAOS IN  FISC AL  YEAR 1 0 6 2

Mr. F ord. Which is over and above how much in other funds made 
available to Laos?

Mr. Coffin. We had supporting  assistance of $24,500,000.
Mr. Harvey. No development grants.
Mr. Ford. This would include Public Law 480 ?
Mr. Harvey. I believe there is none.
Mr. Ford. So the tot al to Laos is $27,500,000 ?
Mr. Coffin. Yes.
Mr. Conte. Will you yield?
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Tha t does not take in mil itary assistance?
Mr. H arvey. No.
Mr. Conte. II ow much is that?

MILITARY ASSISTANCE TO LAOS IN  FISCAL YEAR 1962

Mr. Ford. In fiscal year 1962, what was the military assistance to Laos ?
Mr. Tennant. The military program of $62,045,000; and tha t is in the presentation books.
Mr. Ford. How much of the $27,500,000 is unliquidated ?

UNLIQUIDATED OBLIGATIONS

Mr. H arvey. While he is looking up tha t answer, I  believe we can say the entire $3 million is unliquidated because instead of simply handing all our cash grants to the Government as in the past to con­duct a war, we have established a newer system under much t ighter 
control where this money is deposited to the Government of Laos in a bank in New York. It  can only be used by them for purposes agreed to by us.

Mr. F ord. Tha t involves$3 million?
Mr. I I arvey. $3 million.
Mr. F ord. If  this is such a good policy, why not use the same policy with the $24 million, or whatever is unliquidated ?
Mr. Harvey. That, you may recall, is before internal political events had stabilized themselves sometime early in the spring. The $24 million was while we were still conducting an active war in Laos.Air. F ord. For a period of time we were not making o ur payments?Mr. H arvey. That is correct.
The $3 million is the only economic assistance that has gone in there since tha t cutoff last February.
Mr. Conte. Will you yield ?
Mr. F ord. Yes.

SOVIET BLOC A SSISTA NCE TO LAOS

Mr. ( }onte. Do the Communists in the coalition government formed in Laos have an equal amount of money there  to support the Gov­ernment ?
Air. Harvey. I am not fami liar with the detail s of that.  I be­lieve there w ill be some assistance from the bloc.
Mr. Conte. Would you supply that for the  record ?
Air. Harvey. Yes, sir.
Air. Conte. AVliat assistance will be forthcoming from the Com­munists?
Mr. Harvey. Yes, sir.
(The information was supplied to the committee.}

UNLIQUIDATED BALANCE JU NE 30 , 19 61

Air. Ford. Do you have tha t figure on the unliquidated balance, Air. Tennant?
Air. Tennant. I was computing it. I would gage it to be in the magnitude of $10 million. AAre estimated a higher figure but the program is cut back somewhat, It  would be just over $10 million.
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Mr. Ford. Unliquidated as of June 30?
Mr. Tennant. Tha t would be for all fiscal year transactions, sir, 

regardless of when the transac tion was obligated.
Air. Ford. There is something peculia r about these figures. This 

char t which I  have here shows a total of $27,441,000 made available 
to Laos in fiscal 1962 and $3 million of which was made avaialble 
in June sometime. As I recall the testimony earlier, nothing was 
made available from February until  the $3 million figure was made 
available. There was $24 million which must have been obligated 
before Februa ry; is that rig ht ?

Mr. Tennant. The unliquidated obligation on June 30 last year, 
1961, was $22 million.

Mr. F ord. I understand that  testimony was given earl ier that your 
total unliquidated amount on June 30 would be $8.5 million in eco­
nomic aid and $33 million in mi litary aid?

Mr. Tennant. Yes, sir.
Air. F ord. How do those figures work out now ?
Mr. T ennant. As I  remember, I  estimated $10 million and it was 

comparable to the $8.5 million which was the figure I  had the other 
day. I do not have them before me today, sir, but the M ilitary figure 
for Laos is $33 million.

REPROGRAMING FUNDS

Air. F ord. What happened Io the  money tha t was normally made 
available bu t which was not, from February until June  a t $3 million 
a month? Did you reprogram it to some other country?

Air. Coffin. This was reprogramed.
Air. Ford. It  is not being used to go back into the Lao situation 

based on the new government?
Air. Coffin. Yes, sir.
Air. F ord. That $3 million was reprogramed elsewhere?
Air. Coffin. Right.
Air. H arvey. This $5 million of the $20 million in Egy pt came from 

such reprograming?
Mr. Ford. Repeat that  again ?
Air. H arvey. In the UAR, $20 million stabilizat ion program, of 

which $5 million is supporting assistance, tha t was available because 
of a reduction in other supporting assistance programs such as this 
one in Laos.

Air. F ord. This is why we put $15 million into Spain in supporting  
assistance ?

Air. H arvey. No, sir.
Air. Ford. No contingency funds there?
Air. Harvey. Tha t is correct.
Air. Passman. Would the gentleman yie ld?
Air. Ford. Yes.
Air. P assman. We tried to earmark it in the House and did  not get 

by the Senate, where they put it in, and we bought it.
Air. F ord. What is the Inspector General-----
Air. H arvey. Spain bought $150 million in gold last year.
Air. Conte. I would like the record to show over my objections.
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Mr. P assman. I want to record also to show tha t in previous years, 
the agency indicated a certain amount of money would go to Spain and 
then at a subsequent date, in many instances, gave them 50 percent 
more than  they said they were going to give them. Therefore , I 
thought the committee should move in and fix the level to which we 
thought you should go. In each instance it was fa r below what you had been giving them. We are on safe ground there.

OTHER  CO N TIN G EN CY  FU N D  AL LO CA TION S

Mr. F  ord. Are there any other contributions from the contingency 
fund, other than  the three you have mentioned to international or­
ganizations? The three you have mentioned are the  United  Nations 
technical assistance program, $5 million; Indus River, $3,382,000; and tha t is all from the contingency fund ?

Mr. Coffin. Yes.
Mr. Ford. The $9.5 million came from military assistance through  

international  organizations,  the United Nations ?
Mr. Coffin. Tha t is righ t.
Air. Ford. Which, in turn,  was contributed to the Congo ?
Air. Coffin. Right.

EFF ECTS OF  AP PR OV AL  OF  U .N . BO ND  IS SU E

Air. F ord. I suppose if  we pass the U nited  Nations bond issue you 
will not need this kind of United Nations assistance avai lability out of milita ry assistance or the contingency fund?

Mr. Coffin. We try  to see our obligations as clearly as we cam 
This coming year, since our year ended, we see i t as an occasion com­
ing when we feel it will be to our interes t to contribute  to the 
world food program, although this was not in our presentat ion book 
because this made up and developed in a realistic program afte r tha t. 
It  would be a small amount of money. We try  to  keep these things  
as close to what we tell you as is possible.

The effect of the United  Nations bond issue is undoubtedly going 
to be most helpful in this situa tion and I  th ink probably it is true that 
most of the pressure this  past year has been because they have reached 
this point of s tringency. This is an example of why we have a con­
tingency fund. I think  it is profoundly in our interest  to see that the 
United Nations succeeds. I think the United Nations has had some 
period of successes, maybe not 100 percent, from our point of view, but 
I think it has been a tremendously valuable asset for us.

Air. F ord. If  you have the United Nations bond issue, which is sup- 
posed to extricate it from its financial problems, you do not need a U.S. contingency fund.

Air. H arvey. It I may add a point to this, Air. Ford , counting on the 
bond issue in 1963 we have not included in our program presentation 
under international  organiza tion contributions any military assist­
ance for the Congo which is in there for the 1962 period. We are 
counting on the funding for those requirements from the bond issue.

If  the bond issue does not go through, we undoubtedly will have to* 
find the wherewithal for  this from our program.

Air. Ford. Why “we”?
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Mr. H arvey. A s th e U.S . share in th is  j oint  Un ite d Na tions en ter ­
pris e.

Mr. F ord. Th is $10 m illion was not  a  “we’’ p rop osi tion. I t  was  an 
“us” pr oposi tion, was it  not?

Mr.  H arvey. Jo in tly wi th the  Bri tish  and B elg ian s to some degree.

BR IT IS H  CON TR IB U TI ON TO U .N . CON GO OP ER AT IO N

Mr.  F ord. H ow m uch  did the Bri tis h pu t up  at  the  t ime we p ut up 
the  $10 mi llion?

Mr. H arvey. I do not  believe I  know the  ans wer to th at , pro bably  
no t very much. Th is was------

Mr. F ord. Can anybod y find ou t how muc h any body pu t up  at  the  
time we put  up the  $10 millio n ?

Mr.  H arvey. I know the re were  st ren uous e fforts go ing  on.
Mr. F ord. I am sure there  were  stre nuous efforts bu t how fr ui tful  

were  these  effor ts ? That  is the  cru x of this .
Mr.  H arvey. We  will  hav e to  find th e answer.
Mr. F ord. Not only pledge s bu t I  wan t to  know how much in cold 

har d cash  was d eliv ered at  t he  time  we p ut  u p th e $10 million.
Mr. P assman. W ill  you yield?
Mr.  F ord. Sur ely .

PO SS IBLE  AID RE ACT IO N IF  U .N . BOND IS SU E FA IL S

Mr. P assman. Di d you say  th at  i f t he  Congress  di d n ot  ap pro ve  th e 
Un ite d Na tions bon d issue we wou ld have to  find the money else­
where, to pu t it  u p?  Is  th at  c orrect?

Mr.  H arvey. Th ere is a  need. We  will c er tai nly have to review t he  
prob lem.

Mr. P assman. You say we wil l hav e to find it  el sewh ere?
Mr.  H arvey. We  will ce rta in ly  have  to  review  the  p roblem.
Mr. P assman. Th e Congress  happ ens to be th e peo ples’ 

rep resent atives .
Mr.  H arvey. Correct.
Mr . P assman. I  do not  know  wh at we are  go ing  to do, bu t if  t he 

Congress  should say, “No, we do not wa nt to  spend Am eric an ta x­
pa ye rs’ money  on Uni ted Na tions bonds,” then wou ld you no t be ci r­
cumv enting the will  of  the  peop le if  you fou nd somewhere else  to  put  
it  up  ?

Mr.  H arvey. We  wou ld no t spend any  of  ou r money fo r Un ite d 
Na tio ns  bonds .

Mr. P assman. I f  you  pu lled i t ou t o f some othe r a pp ropr ia tio n,  you 
wou ld be acc om plishing the  same th in g in a dif fer ent wa y;  would 
you  not  ?

I f  you found it  elsewhere, out of the  con tingen cy fund , or some ot her 
pip eline  of aid—if you m ade  the  contribu tio n fro m any  other a pp ro pr i­
ati on  of th is  Gover nment—then you would  be acc omplis hing the  
same  thing  ind ire ctl y, wou ld you not ?

Mr.  Coffin . Mr. Ch air man ------
Mr.  P assman. I  am askin g a question. Th e gen tleman made a 

sta tem ent a nd  th e gentl eman yielded to me to  ask t hat  question .
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Mr. Coffin. Mr. Chairman, it would depend on what the intent 
of Congress was. If  they said that  under  no circumstances could 
we ever spend a dime for any United Nations effort, then we would 
be bound. If  they said, “No”-----

Air. P assman. Defeating the bill would be an expression of the 
feelings of the American people?

Mr. Coffin. It would depend on whether  the Congress was saying 
the United Nations is all righ t but the bond issue is not the righ t 
way to do it.

Mr. Passman. You have a ferti le field by which you would gen­
erate $100 million in the event the Congress said no” ?

Mr. Coffin. No, I do not.
Mr. P assman. I only asked the question because of the  gentleman’s 

statement to  th is effect: “I f you de feat the United Nations bond issue 
you would have to find the money elsewhere.” Is tha t not  what you 
said?

Mr. Harvey. I do not believe I said-----
Mr. P assman. In effect?
Mr. Harvey. No.
Mr. Passman. Wha t did you say?
Mr. H arvey. I said there  are problems which we have been cover­

ing in our-----
Mr. Ford. Mr. Chairm an, I think you could argue tha t “if.”
“If  Congress approves the bond issue proposal” in effect we are 

saying that  no other gimmicks will be used to circumvent nor will 
any other circuitous method of financing be used in the future. This 
is a logical argument and it is quite persuasive with me.

Mr. Passman. I want to see what the gentleman said. I think I 
followed you very closely. You said that if the Congress defeated it,  
or d id not approve it, we might  have to find the money elsewhere, or 
something in tha t general line.

Mr. Harvey. May I resta te it ?
Mr. Passman. So fa r as I am concerned, certain ly it is all right.
Mr. Harvey. All right ,
What I intended to say was tha t we have been, with the Congress’ 

consent and approval , using our funds under contribut ions to inte r­
national organizations, approp riations for contributions to the United 
Nations for our share of the expenses of the United Nations Emer­
gency Force in the Gaza s trip  and also for mili tary  assistance in the 
Congo. In view of the request to the Congress for the United  Na­
tions bond issue, the proceeds of which would be used for the same 
purpose, we have not included in our request this  year any provision 
for those contributions, to the U nited  Nations, except fo r $1.2 million 
contribut ion to the  cost of the U.N. Emergency Force for the first 6 
months of 1962. If  the bond issue is not voted by the Congress, we will 
have a problem which we will have to consider what will be done 
about.

Air. Passman. Tha t is not what you said, but tha t is acceptable.
Thank  you. Air. Ford.

8794 8— 62 — pt. 3------ S 3
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CON TRIBUTIO NS BY U .N . AND  OTH ER SOURCES TO T II E  CONGO

Mr. F ord. Aside from this $9.5 million that  has gone from AID  to 
the Congo, what o ther funds (1) have gone from AID to the Congo 
and (2) to  the Gaza strip  ?

Mr. Harvey. I am so rry ; I d id not get the whole question.
For the Congo, fiscal 1962, obligations of economic assistance, $43 

million.
Mr. Ford. This is to the Congo ?
Mr. Harvey. Through the United Nations.
Mr. Ford. $43 million for the Congo?
Mr. H arvey. From the same source to the United Nations for mili­

tary  operations, $20,256,396. Then there was a development grant  
program in the Congo of $3,737,000.

Mr. Ford. To the Congo through the United Nations, we made avail 
able $66.5 million ?

Mr. Harvey. Through the United Nations, $63,256,396; unila ter­
ally, on our own account, $3,737,000 in development grants.

Mr. F ord. How much did we make available to the Gaza str ip?
Mr. Harvey. $1.8 million.
Mr. F ord. This $63 million to the Congo is exclusive of funds from 

our own military?
Mr. Harvey. I do not believe in fiscal 1962 there were any. That  

was only the  emergency operation when it  first blew up the previous 
year.

Mr. Ford. Find  out for the record whether anything was used for 
which the Air Force or the Defense D epartment has made a charge 
to the United Nations.

Mr. H arvey. If  it  were a charge to the  United Nations it would be 
included in those figures.

If  it were not  a charge, it would be a charge to us and it would 
show up against our other funds, and it does not. I do not believe 
there was.

Mr. F ord. Of course, the Air Force or the Defense D epartm ent has 
made a charge to the State  Department on which they have received 
only partia l reimbursement.

I cannot recall what the figure is, hut it is around $30 million. Until 
tha t is paid, tha t is a contr ibution by us.

Mr. Harvey. We can find out what the facts are.
Mr. F ord. Find  out what the facts are and how much the Defense 

Department has billed and how much they have received.
Mr. Harvey. Yes, sir.
(The information follows:)

Department of Defense Supplies and Services F urnished to the United
Nations for Peacekeeping Operations as of March 31, 1962, for W nicn
DOD Is  To Be Reimbursed

The Departm ent of Sta te has inquired of both the  United Natio ns and the  
U.S. Departm ent of Defense  concerning estimates of Departm ent of Defense 
obligat ions for U.N. operation s in the  Congo as of March 31, 1962. The overall  
conclusion is th at  the  Departm ent of Defense  agrees that  the estimates of the  
United Nat ions  appear to be reasonable  and acc ura te provisional estimates.

The following  table gives the key figures concerning  Departm ent of Defense  
obligat ions and expe nditures  for  U.N. peacekeeping operat ions.
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The Department of Sta te unders tands that  the  United Nations and tlie De­
partm ent  of Defense agree for  the UNOC accoun t that  bil ls submitted, but unpa id 
as of March 31, 1902, were $20,529,782, and that  the U.N. est imate  of $10,9(52,570 
as obligated but unbilled as of March 31, 1902, app ears to be a reasonab le and 
acc ura te provisional estim ate.  The  tota l of these  figures is $31,492,352, which 
is the  amount  shown as unl iquidated obligations for  UNOC in the U.N. financial 
sta tem ent  a s of March 31, 1962.

The Department of Sta te und ers tands that  the  amounts  shown for  UNEF in 
the  ta ble are  also agree d figures.

Depa rtment of Defense sup plie s and  services furnis hed for  United Nat ions peace­
keeping operat ions as of Mar. 31, 1962

UNEF UNO C Total

Bills p aid by Uni ted Nat ions  *........  ..... ...................................
Unl iqu ida ted  obligations (est ima ted)1_______________ _____

Total,  Depar tment  of Defense expenditures  for which
United Nations reimbursem ent  was not w aived_____

De partm ent of Defense expendi tures  for which United  Na­
tions  reim bursem ent  was waived ...................................... ...

Grand  total , Depar tment  of Defense exp end itures . ___

$6, 796,212
1 685,579

$5,824,834
8 31,492,352

$12,621,046 
32,177,931

7,481,791

1,191, 581

37,317,186
8 10,317,622

44,798,977

11,509,203
8,673,372 8 47,634,808 56,308,180

1 Source: Depar tment  of Defense.
1 Source: United  N ations (late st analysis of U .N . financial position  is as of Mar . 31, 1962).
’ See the  following:

The United States has  bi lled the U.N . but  no t been paid  as of Ma r. 31, 1962, for U N EF__ $637,679
Es tim ate d amoun t due bu t unbil led was_____________ ________________ _________ _ 48,000

To tal  un liquid ated obligat ions (provis ional estima tes )__________________________ 685,579
4 See the following:

The United State s has  billed th e U.N . b ut  no t been p aid as of Ma r. 31, 1962, for UN OC . $20, 529,782 
Es tim ate d amount due bu t u nbi lled  was..... ....................... . ..................... ......... ................  10,962, 570

To tal  un liquid ated obligat ions (provis ional est ima tes) _______________________  31,492,352
• De partm ent of Defense was repaid  $10,317,622 from fiscal year 1961 MSA cont ingency funds. However,  

the amoun t has by  mu tua l agreem ent been include d in both  U.S. and U.N . sta tem ent s of “voluntary
con trib utions.” It  is reflected as a pa rt of the 49.94-percent U.S. con tribution to the U.N.  Congo budget 
for calendar yea r 1960.

8 De par tment  of Defense incu rred  cert ain  add itio nal  costs in the  Congo apar t from the  above peace­
keeping opera tions:

Airlif t of foodstuffs for famine relief:
Reim bursed to the Depar tment  of Defense..... ...................................................................  $562,023
Billed to Depar tment  of Stat e, bu t u np aid.........................................................................  <• 159,930

Total,  ai rlift  of foodstuffs for famine re lief............ .................................................... ......  721,953
Airl ift evacua tion  of troops  an d civilians from the  Congo:

Reim bursed to the Depar tment  of D efen se ... .................... .............................. ................. 101,144
Billed to Dep artment of State, bu t u np aid.........................................................................  439,187

Total,  a irlif t evacuat ion of troops and  civ ilians  ........................ . ............................ .  540,331
Grand total, othe r assistance rende red by  the Depar tment  of Defense In the Cong o. 1,262,284 

• P aid  to  D epart me nt of Defense on J uly 17, 1962, therefore  en tire  $721,953 has  now been paid.

Mr. Miller. Mr. Ford,  in addition to the United Nations aid de­
scribed, I th ink there has been a very small amount through the Uni ted 
Nations technical assistance program given to the Congo in the 
neighborhood of $100,000.

U .S . CONTR IB UTI ONS TO U .N . AND OTHER  OR GA NI ZA TI ON S

Mr. F ord. Mr. Chairman, you know somewhere, sometime I  would 
like to find a summary of  how much we contribute to a multitude of 
organizations involved in the  United Nations and other organizations, 
particularly  the status of the councils that involve the Congo and 
the Gaza strip.

Mr. Coffin. I suspect Mr. Cleveland will be prepared  for that.
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Mr. F ord. We find th is in bit s and pieces in all kind s of  a pp ro pr i­
ati ons here . We ge t some of it in the  M ili tar y Com mit tee  and  we get 
some in Mr. Rooney 's com mit tee fo r the  St ate De pa rtm en t and  then  
we get  some here. Th ere  may  be oth er  places, too.

I c an assu re you th at  I  h ave  not seen a consolida ted sta tem ent  which 
would be ava ilable  to Members  o f Con gress th at  I feel is the  ful l ex­
ten t o f what  we contr ibu te.

Mr. Miller. Mr. Fo rd , T believe Mr. Cleveland  intends to br ing 
such a  char t w ith  him which  covers the  whole rang e.

Mr. P assman. Tel l him t o be ca reful abou t those charts .
I may say to the gen tlema n fro m Mic higan th at  T am no t yet ready 

to use these figures which T have, and  that,  is why T asked the  Co n­
trol le r fo r informa tio n the  othe r day , giv ing  us  a lis t of  na tio ns  in 
which we have had an aid  prog ram  since the  end  of  W or ld  W ar  IT : 
economic aid , development  cre dit s—some peop le call  them loans— 
mili ta ry , and so forth .

You  ar e work ing  on tho se items now, are  you no t ?
Mr.  T ennant . On the u nli qu ida ted  ba lances, sir.
Mr . P assman. We  can go to your books fo r the  to ta l?
Mr. 'Penn ant . Yes, sir.
Mr . F ord. T am pa rti cu la rly  inte res ted  in the  in ter na tio na l or ga ni ­

zat ion s and the  Un ite d Na tions because  1 feel very  strongly  the re is a 
lot of  expediency going on, taking  a lit tle  money out of  thi s pock et, 
an d a lit tle  ou t of  t ha t, and nobody can find out  e xactly the  source.

Mr. P assman. Wi ll the  ge ntle man y ield  ?
Mr. F ord. Yes.

FU N D IN G  OF M U LTI AG EN CY  PRO GR AM S UNDER  M U TU A L  SE CURI TY

Mr.  P assman. Many of  the  othe r agencies, some of them, any way, 
are  runn ing  into  items in th ei r bill s they do not like,  and the y throw  
them out. Th ey wind  up  in the  mu tua l security bil l, such as the  
money fo r the Japanese  Lab or  Agency.

FU ND IN G JA PA NES E LABOR EXCHANGE PROGRAM

Mr. Miller. On the Japanese  labor exchan ge pro gra m we tele ­
pho ned  down and  we un de rst and th at  the  St ate De partm ent does 
hav e in its bu dget f or  fiscal year 1963 an  a mount  f or  the  labor exchan ge 
pro gra m.

Mr. P assman. In  pr io r years  you ha d th is ou t of  a diff erent ap pr o­
pr iat ion,  a nd  lat er  you had it in t he  St ate De pa rtm en t fun ds and they 
thr ew  it out . Now you  are  back in State  th is  year.  Have I  given  
a state me nt o f fa ct  ?

Mr.  H arvey. The  Con gress deleted it  fro m the  St ate De pa rtm en t 
bud get .

Mr. P assman . You reques ted  it th roug h the St ate De pa rtm en t ap ­
pr op ria tio n ?

Mr. H arvey. The  S ta te  Dep ar tm en t r equested it in-----
Mr.  P assman. The Congress dec lined it?
Mr. H arvey. Yes.
Mr.  P assman. Th en , you did  t he  same th in g ou t of  th e con ting ency 

fu nd; would th at  no t, in effect, ju st  be  cou nte rac tin g an express ion of  
the people’s will  ?
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Mr. H arvey. Except tha t the committee took the action saying tha t 
we do not want to do i t here. They said, “Go ahead and do i t over there, if you want.”

Mr. Passman. I s tha t what the committee said ?
Mr. Harvey. I believe tha t is what the committee said.
Mr. Passman. They had reasons for taking it out , and as they did 

deny it, then you turned around and accomplished the same thin g out of the contingency fund ?
Mr. Coffin. The committee indicated that if it were to be carried on, it should be earned on from the same place where it had been financed in the past.
Mr. Passman. You cannot win, Mr. Ford.
Thank you.
Mr. F 'ord. If  you were play ing exactly fai r with us, this should 

have been a specific request. My recollection is tha t there was no 
specific request made in the program for tha t project in fiscal year 1962.

Mr. P assman. They testified to that  fact earlier  today. There had not been a specific request.
Mr. Coffin. Tha t is r ight.
Mr. Passman. What if it is again thrown out of the State  D epart­

ment approp riation? Will you take it out of the contingency fund?
Mr. Coffin. It depends on what the will of Congress was.
Mr. P assman. The will of Congress-----
Mr. Coffin. Jus t one moment. Off  the record.
(Discussion off the record.)
Mr. Passman. You went to the subcommittee hand ling the appro­priations for the State Department last year for $301 million for this 

Japanese Labor P arty th ing and they declined it.
You were told tha t if you could get it with AID it would be r ight 

but you did not come to the AID money bill subcommittee. You took it out of the contingency fund.
Let us see where the subterfuge is. They told you one time last year 

to come to  the AID committee. But, this year did you come to the AID  committee requesting it ?
Mr. Coffin. We are not asking for it this year.
Mr. Passman. But you went back to the subcommittee handling 

funds for the State Department, the same committee that threw you 
out last  year, and the n atural sequence of questions would be tha t you 
go back to the same committee that  said you should go to the AID Sub­committee?

If  tha t subcommittee should decline it again, my question is, Are 
you going to abandon the program or are you going to take it out of the contingency fund again ?

You went rig ht back to the committee afte r you had funded it l ast 
year out of the contingency fund. Let the record speak for itself.Mr. Ford. Proceed.

Mr. Coffin. To answer your question, Mr. Chairman, it will de­
pend on what the other committees and the Congress do and it 
depends on what the  intent  o f Congress is on th is partic ular  program.
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INCREA SE IN  AID CON TRIBUTIO NS BY OTHER FREE WORLD COUNTRIES

Mr. F ord. There have been some allegations made, Mr. Coffin, that 
other nations are doing a little  better job in this field of sharing  the 
burden, the mutual security or AID  program. I am told you just 
came back from someplace where you were a participant.

Mr. Coffin. Yes.
Mr. Ford. You really think tha t, do you ?
Mr.Coffin. Y es,Ido.
Mr. Ford. What evidence do you have to prove it ?
Mr. Coffin. Ear ly this year I went to visit the capitals of the other 

AI D-giving countries.
Mr. Ford. Tha t could be a nice trip.
Mr. Coffin. It  was, and it was odd in a way for an official of the 

AID  to  go to the developed nations. It  was extremely useful. This 
included England , France, Belgium, Germany, Ita ly, Japan, and 
Canada.

Then this spring in Paris we presented our program before the 
Development Assistance Committee of the Organization for Eco­
nomic Cooperation and Development.

Just recently we had what was called a ministerial meeting and the 
figures showed th at the official aid of all of these countries, including 
ours, went up 20 percent to a total  of $6 billion from $5 billion. These 
are official figures of economic aid.

This increase came almost equally between us and other nations 
whereas in the past we have had by far  the major share—60-40, or 
70-30.

These are the nations we helped during  the Marshall plan, not only 
with the resources but we now have other nations taking more of the 
share than they have in the past.

We find in many instances the terms are bette r and in a number of 
these countries, such as the United Kingdom, France, and Germany, 
they have increased their  grants. For instance, France has an aid 
program that, costs almost twice as much in terms of per capita GNP 
as ours in the United States. A few of the nations are also ahead of 
us in terms of GNP for  aid.

DEV ELOPMENT LOAN PROGRAM IN  OTH ER COUNTRIES

Mr. Ford. Take France, if I may interrupt. From what you say 
this is an improvement.

On the other hand, she is contributing significantly to the financial 
crisis of the United Nations by her failure  to participa te in the fund­
ing for the Gaza st rip. I don’t know whether she has or has not con­
tributed to the Congo fund  but she has not contributed to the Gaza 
strip fund.

Air. Conte. Or the Congo.
Mr. Coffin. I don’t want to be misunderstood by saying tha t these 

nations are doing all we feel they should, and this is certainly true of 
France, in this respect. I don’t deny the chairman’s criticism of con­
sortia where the other nations have shorter periods than  we do. The 
point is th at they are all doing more than we think, and more. They 
have aid agencies now, nearly all of them except Italy,  I  think.
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They are making loans, not only of the export-import type but much 
longer type loans. Jap an  has an oversea economic cooperation fund 
patterned after  our own Development Loan Fund.

Germany has programs in 40 countries. Ita ly has programs in 30 
countries.

The purpose of this Development Assistance Committee, with its 
frequent meetings and its annual review each year and its Chai rman’s 
report  is to try  to build an a id community so we will not always be in 
the position of try ing  to put pressure on this or th at one to come into 
a consortium but they increase their resources and the quality  o f the ir 
programs.

I don’t want to paint  too bright a p icture but at the same time it  is 
a picture of interest because they are now beginning in their par lia­
ments with about the same kinds of aid problems we have wrestled 
with for some years.

Mr. Passman. Will the gentleman yield ?
Mr. F ord. Yes, sir.
Mr. Passman. We would like for you to provide this committee 

with a list of nations which have given something. You are talkin g 
in many instances of a country protect ing its own terr itories and pos­
sessions, where they have advantageous  trade agreements.

HA RD-TE RM  LOANS BY OTHER COUNTRIES TO INDIA

When we have gone into what the other countries are doing, with­
out exception we find they are making the same types of loans and 
agreements they made, say, 50 years ago, and th at is good, hard-boiled 
loans with a high rate of interest.

They gave us one example, India. Every one of the loans we have 
made is for 40 veal’s, no interest, three-qua rters percent service charge, 
10-year grace period, and so forth.

The other nations run 6.3 percent, 3 years ; five and a h alf  percent, 
3 years; five and a quarte r percent, 15 years; five and three-quarters 
percent, 4 years; five and a h alf percent for 13 ye ars; five and a half 
for 20 yea rs; 3 percent for 20 years.

For the United Kingdom, the Treasury rate plus 1 percent.
Anothe r has the same thing.
Treasury rate plus one quarter, and so on.
Then you get into 534 percent, 10 years;  6 percent, 10 years ; and 

righ t down the line.
We go from the fron t to the very back and you get another full 

page of various nations, 2 ^  percent, 12 years; 2 ^  percent, 12 years; 
21/2 percent, 8 years; 2i/2 percent, 7 years ; and so on. There is no 
record tha t they have given away anything. They have good, hard-  
boiled loans, as they have always had.

grant aid by other countries

Mr. Coffin. What you forget in focusing on just one consortium 
is the fact tha t many of these nations  give a lot of their  aid in grants.  
In 1961, three- fourths of the official aid, which is gran ts and loans 
over 5 years, by all of these development assistance country members, 
were either gran ts or grant like contributions. This is an amazing 
figure.
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Canada, fo r example, has given virtually all of its aid in grants.
France and Britain give a lot of grants. They give a lot for 

budgetary  support.
Mr. Passman. To possessions and territories?
Mr. Coffin. They are now independent countries.
Mr. P assman. Please, Mr. Coffin, give us a list of funds these 

people have given to their  terr itor ies; and when they have emerged 
as an independent nation, give us the amount of  the aid as compared 
to our aid.

You might be talking about peanuts when you talk about th eir gran t 
portion.

The substantial par t of it is in sound, hard-boiled loans.
I am still trying to find out where Russia has actually given 

anything.
Mr. Coffin. If  we just take the gran ts and loans of over 20 years 

this past year,  take ourselves and the  Europeans, Japan , and Canada, 
there was an increase of $750 million which we shared almost equally. 
It  was about 50-50. This is a good trend, Mr. Chairman.

Mr. Passman. Give us, if you will, a list.
Let us take India , the  largest  a id-recipient nation. Give us a com­

plete spread of every penny t ha t everv nation has committed to India.  
W e are in with the free part, 40 years, no interest, 10-year grace period, 
while the other countries are coming in with their  short-term hard 
loans, at a high ra te of interest; and in all probability they will be col­
lecting their loans with our money.

Mr. Coffin. We will try to give you a breakdown of the gran ts 
tha t these other nations give of the long-term loans-----

Mr. Passman. Other than to thei r possessions and territories . I 
refe r to other independent nations.

Mr. Coffin. We shall do that .
(The  information requested fol lows:)

D at a on  A ssi sta n ce  by  D ev el op m en t A ssis ta n c e  Com m it tee  Mem be rs  Oth er  
T h a n  t h e  U nit ed  Sta te s to D ev el op in g Countr ie s an d D epen den t  T er rito ries

Lat est  collated da ta indicating the breakdown of economic aid disbursements 
by recipie nts are  for  1960. Figures fo r 1961 are in preparatio n.

Pre lim inary estimates of the  net  official flow of resources in 1960 from mem­
bers of the  Development Assis tance Committee of the OECD, excluding the 
United States , indicate  th at  approximate ly 46 percent ($947 million)  of such 
resou rces  were to possessions and  ter ritori es of DAC members. No official 
tabula tions exist, but  it should be noted that  the 1960 figures exaggera te the 
volume resources made availab le to areas classified as dependencies, because 
in cer tain cases independence occurred during the year.  The  tota l flow for  the 
year,  in these  cases, is included in the  percentage for dependencies, although 
much of the flow occurred af te r independence.  Data are not yet ava ilable for 
1961, to perm it a sim ilar  calculation , but it  i s clea r th at  the  percen t of disburse­
ments  to dependent ter rit or ies is greatly  reduced, since the  tota l official flows 
from donor coun tries  involved in the  comparison has  increased while many  ot 
the form er dependenc ies have achieved independence. U.S. aid  to these de­
pendent areas t otal ed $45 million during 1960.



A comparison by DAC member coun tries  of the net  flow of official resources 
to developing countr ies compared with  flow of such resources to the ir possessions 
and territo ries , as  est ima ted for 1960, is shown below :

I In m il lion s of  do lla rs ]

C o u n tr j'

B el g iu m ____ _______________________________________
C an ad a______ ____ ____ ____________________________
F ra nce .__ ________ ____________ ____________________
G erm any .................................. ........................................... ..
I ta ly ..................................... ....... ......... ................................... ..
J a p a n . ............................................. .............................................
N eth e rl an d s ............................................ ......................... .........
P o rt ugal.......................................................................................
U n it ed  K in gdom ______________________ ______ _____

S u b to ta l____ _________________________________
U nited  S ta te s .................. ....................... ................... ...............

T o ta l,  al l D ev el opm en t A ss is ta nc e C om m it te e.

T o ta l net  
off icial flow 

to  a ll  d ev elo p­
in g countr ie s

T o ta l net  
off icial flow 

to  po sse ssi on s
and  te rr i­

to ri es

P erc en t of  
to ta l to  

po sses sion s 
an d  te rr i­

to ri es

101 86 85

837 697 83
320

87 S 9
159 1
47 9 _-0
37 31 84

405 115 28

2,0 68 
2.827

947 46

4,895 947 19

During the period from 1959 to the  present, most of the  possessions and  te r­
ritori es of DAC members have achieved  independence. The  only data avai lable  
which reflect the significance of thi s change  for  aid  purposes is that  for obli­
gations  which, in fiscal yea r 1959 tota led  $735 million for  31 African coun tries  
and  are as—8 independent and 23 dependent. In fiscal yea r 1962. obligations to 
these  coun tries  and  are as  had  increased to $1.5 billion. Of the 31 countries,  
27 were independent and  4 remaine d as dependent area s. Most of the increase 
was due to United  Kingdom cont ribut ions,  and to the  launching of development 
loans by West Germany to countrie s having  achieved independence. This  indi­
cate s a prepared ness  by other DAC members to assume responsibi lity for the 
economic problems of the  emerging nations. The continuing and increased flow 
of resources by DAC members, other tha n the  United Sta tes,  to these  inde­
pendent countries  and  are as is a signif icant contribution to the ir economic 
development and is an important element in achieving the  desir ed objective of 
pol itica l stabi lity.

Mr. P assman. Include former allies.
Mr. Coffin. We will give it both ways. It  makes no difference 

today whether Tanganyika was a terr itory or not. Today it is an 
independent nation.

Mr. Passman. You know as well as I do t hat  some of these B rit ­
ish possessions are getting  ready to merge as independent nations and 
we have tripled  their  aid.

A ID  D IG E S T

Wha t is the annual cost of programing, print ing,  and distribution 
of the publication A id Digest'  I'h at  is under your department.

Mr. ( 'offin. It  is, but I haven’t that  figure.
Mr. Passman. I low many copies do you prin t a year ?
Mr. Tennant. We would have to get you tha t information, Mr. 

Chairman.
Mr. P assman. Do you publ ish i t downtown o r contrac t it?
You do not own your own pr int ing  plant,  do you ?
Mr. Tennant. I don't know whether this is printed in the dupli­

cating section or outside.
Mr. Passman. You do not know whether or not you own a print­

ing plant ?
Mr. T ennant. We haven't a prin ting plant in that sense.
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Mr. P  assman. You don 't know what the p rinting cost is?
Mr. Tennant. No, sir.
Mr. P assman. This publication is to enlighten the people about the 

aid program?
Mr. Tennant. Yes, sir.
Mr. Passman. Mr. Conte, I yield to you.
Mr. Coffin. This is mainly for our own personnel.
Mr. Passman. It  gets out into a lot of other hands.
Mr. Coffin. We think it is a good publication.
Mr. P assman. For  your viewpoint.
Mr. Conte?
Mr. Conte. I think you covered the water front, Mr. Chairman. 

All I  can say is tha t it  is disturb ing that some of the contingency fund 
is used for purposes which I do not believe the Congress intended, 
especially this Japanese labor agent group.

USE  OF DISASTER RE LIEF  FU ND  IN  KE NY A

Another item was brought up here  fo r which I  would like to p ut in 
a plug, and that was the $10,000 authorizat ion for ambassadors. I 
happened to be in Kenya last December when the American Consul 
General, Richard Freund gave $10,000 to the Speaker of the House, 
Humphrey Slade, who happens to  be chairman of the  Kenya Famine 
Relief Appeal. At the time 400,000 children were dying. I part ici­
pated in the airdrop of corn, dried milk, and other commodities to 
these starving people.

We took a picture with the Speaker of the House, myself, and 
Congressman Bob Michel. We got more publicity out of the  $10,000 
check than the $6 million we were giving there. The reason is th at 
there was immediate cash which they needed quickly and the news­
papers  gave it a tremendous amount of coverage.

I was amused about it. Here we are spending billions of dollars 
and we got so much play on $10,000.

I agree with the chairman tha t this thing has to be tightened up.
Mr. Coffin. I think  the virtue  of this Ambassador’s d iscretionary 

authority  is a very profitable thin g for the United States in the sense 
that, they can move quickly when disaster strikes.

JU ST IFIC AT IO N FOR EMERGENCY USES OF CO NTINGE NC Y FU ND

I would say, though,  taking these cases where we are talking  about 
30 countries, and the regional programs, tha t most of the overwhelm­
ing majority  of instances where we have used the  contingency fund 
this  past  year has been for the  purposes tha t Congress envisioned. It 
was either disaster, which accounted for 10 cases, or  it was an urgent 
stabilization question, in 4 cases, or a strategic project  or a political 
purpose which stood on its own feet.

We can look with h indsight and criticize, but I think on the whole 
we have avoided the criticisms of previous years tha t we just took 
contingency funds and supplemented other funds.

We can also show we were prudent in using the money. I made a 
point of showing we drew on the  mili tary as littl e as possible, fa r less 
than one thought it  would be at one time.
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For this kind of fund, with the problems we face, I think  we have 
managed it as well as could be expected.

For one, I am not ashamed of it a bit.
Mr. Conte. I think by and large you can justify use of the money. 

However, when you get a  small item like the  labor agents from Jap an,  
regardless of the predicament they are in, I think then you are Hying 
in the face of the  inten t of the law regard ing the  contingency fund for 
emergency purposes.

I don’t th ink an item such as tha t is an emergency. It  had been 
turne d down, as the chairman brough t out, by another committee in 
the Congress. It  is a small th ing like tha t which can injure the ent ire 
fund, and th at is unfortunate.

Air. Coffin. As we say, last year we did merely what we had done 
for previous years ; namely, fund it from the Mutual Security Act.

I think this year everybody recognizes the thing to do is to place it  
in the State  Department appropria tion request and to labor for it 
there.

I think it is an impor tant program for the interest of the United 
States  and I  would hope we will come out with the funding question 
settled so it is clear cut.

CUBAN REF UGEE PROGRAM

Mr. Conte. Was any of this  money for  Cuban refugee a irlif t or the 
Cuban refugee program used fo r the support of the Cuban invasion ?

Air. Coffin. No.
Air. Conte. The papers  stated there  was some U.S. money there.
Air. Coffin. All of the A ID funds were committed aft er the event 

and it was solely to get them here and give needed relief to them after 
they got here, working with the Department of Health, Education , and 
Welfare.

Air. Conte. All funneled through th at Department ?
Air. Coffin. Yes, and the Sta te relief  agencies, primarily in Florida. 
Air. Conte. There are no Cuban officials who get money directly 

from the U.S. Government?
Air. Coffin. No.
Mr. H arvey. Not from these funds, and not tha t we have knowledge 

of.
Air. Conte. How about other funds?
Air. H arvey. We have no knowledge.
Air. Conte. Where did that  money come from? Does anybody 

know ? There never has been a denial in the newspapers.
Air. P assman. Off the record.
(Discussion held off the record.)
Air. Conte. I have no further  questions.
Air. P assman. Thank you, gentlemen; we will reconvene at 10 

o'clock tomorrow morning.
(Discussion held off the record.)
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INV ESTMENT GUA RAN TEE AND INV EST MENT SURVEY 
PROGRAM

Tuesday, A ugust 14, 1962.
W IT N ESSE S

SE YM OUR P E Y SE R , A SSIS TA N T A D M IN IS T R A T O R , O FFIC E  OF  D E­
V ELO PM EN T FIN A N C E  AND P R IV A T E  E N T E R P R IS E , A ID  

ED W A R D  F. T E N N A N T, A CTIN G  CONTR OLL ER , A ID  
L E IG H  M. M IL L E R , L E G IS L A T IV E  PR OGRAM S COORD IN AT OR,  A ID  
GEO RGE R U B LEE, A SSIS TA N T G EN E R A L  CO UN SE L,  P R IV A T E  IN ­

V ESTM EN T, O FFIC E  OF T H E  G EN ER A L CO UN SE L,  A ID  
ED W A R D  DeG RAZIA , CO NSU LT ANT,  O FFIC E OF D EV ELO PM EN T F I ­

N A N CE AND  P R IV A T E  E N T E R P R IS E , A ID  
EDM UN D  W IS E , H OU SIN G  G U A R A N T IE S D IV IS IO N , O FFIC E  OF

C A PIT A L  D EV ELO PM EN T, A ID
C H A R LES B. W A R D EN , IN V E ST M E N T  G U A R A N T IE S D IV IS IO N , OF ­

F IC E  OF D EV ELO PM EN T F IN A N C E  A ND  P R IV A T E  E N T E R P R IS E ,
A ID

Mr. Passman. The committee will come to order.

MET HO D FOR APP ROPR IA TIN G FOR U .S . PU BLIC  WOR KS  PR OJE CTS

I should like to say again tha t we have two standards by which 
funds are appropriated for public works projects, one for projects 
in America and the other for similar projects in foreign countries 
under the foreign aid program.

In  this country it requires from 5 to 7 years to get an authoriza­
tion, and this procedure follows about seven different steps. Unless 
there is indication tha t the benefits accruing from the estimate ex­
ceed the expenditure, it could be stopped anywhere along the line. 
But if the cost-benefit ra tio is favorable—by favorable, I mean that 
the benefits will be greater  than the costs—then you may finally get 
an authorization. If  the Congressman involved is liked all the way 
from Pennsylvania Avenue to the Speaker’s chair, he might, after  
waiting  about 5 years, get an appropriation approved for about one- 
twentieth of the total cost. Then, he may get a slice of funds the 
next year, and so on, year by year. But you have waited possibly 
15 years to get s tarted, even though you had an authorization. And, 
along the way, if the cost-benefit ratio should change, the project 
might be canceled out and marked off. That is the way you get money 
for projects in America, where we have the best engineers in the world 
establishing the need and the cost-benefit criteria .

However, on foreign aid projects you eliminate 99 percent of  what 
you require for a local project, and you just ask for the money. You 
do not know whether i t is going to be spent on a henhouse or a deep 
well or for restoring a Hindu temple. You jus t know that  you are 
appropriating  money. You are given an illustrative list, and the 
money may or may not be spent on these projects.

I would not want those who read the record to think tha t I had 
exaggerated this matter. It  is just tha t bad.

Mr. Rhodes. Will the gentleman yield ?
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Mr. Passman. I shall be glad to yield to the gentleman from 
Arizona.

Mr. R hodes. There is no doubt but what in the United  States  i t is 
necessary to go through, you might say, t ireand  water to get a projec t 
authorized for public works or reclamation, the benefit-cost ratio must 
be carefully computed, carefully  considered, and once the authoriza­
tion is gained, then you must go through a long period of planning, 
try  to get planning money fo r the project; when the plans are com­
pleted, it is necessary to get funds to construct the project.

The chairman is also correct in stat ing tha t the  approp riations come 
in driblets throughout the years as the  project is in progress. Tha t 
is, of course, completely different from the way it operates in the 
foreign aid field.

Mr. Passman. I thank the distinguished gentleman. There is no 
such th ing as funding the domestic project to completion. You get 
tha t 1-year slice. I think if the foreign aid program is to continue, 
at least they could wait long enough for some careful planning to be 
done.

Tn all probabi lity the foreign aid program would cost about 30 to 35 
percent of what it is costing i f you were expending the  funds on sound 
projects that had been properly established by favorable cost-benefit 
ratios, similar to the standards and the criteria employed here in 
America.

This afternoon we have with us Mr. Seymour Peyser, Assistant 
Administra tor, Office of Development Finance  and Private Enter ­
prise, Agency for Internation al Development.

FISCAL YEAR 19 6 3  REQ UES T FOR IN VE ST MEN T GUA RAN TEE  PROGRAM

The administration  is requesting for investment guarantees for 
fiscal year 1963 the sum of $180 million ?

Mr. Peyser. Yes, si r; for reserves for investment guarantees.
Mr. P assman. You st ill are requesting that $180 million be appro­

priated, are you not ?
Mr. Peyser. Yes, sir;  for reserves.
Mr. Passman. If  it is for a reserve, we thin k you are before the 

wrong committee; but since you are here, you should be heard.
If  you have a statement, we shall be pleased to hear from you.

S t a t e m e n t  of A ssi st a n t  A d m in is tra to r  fo r D e v elo pm en t  F in a n c e  
and  E n t e r pr is e , A gen cy  fo r I n t e r n a t io n a l  D ev elo pm en t

Mr. Pe yser. It has become axiomatic in the field of international 
development that Government cannot do the job alone. Private en ter­
prise is a necessary partner in the economic growth of the emerging 
nations. The Congress and three Presiden ts of the United States have 
enunciated this proposition as a policy of our Government.

As the recently appointed  Assistant Administra tor for Develop­
ment Finance and Private Enterprise , 1 have been given a number 
of challenging responsibilities. One of my primary  functions within 
the Agency for International Development is to serve as the focal 
point for priva te American industry and to encourage a substantial 
increase in the investment of capital and know-how in developing 
countries. While the function is not a new one, the specific mandate 
which we have been given is new in tha t we have been asked to take
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an active and aggressive role and to serve as ca talytic agents in the 
foramtion of private ventures in less developed countries.

Among the important tools provided by the Congress to encourage 
a substantial increase in the partic ipation of the private sector in 
these countries are the investment guarantee and the investment survey 
programs. Appropriations in the amounts of $180 and $2 million, 
respectively, are being requested of the Congerss for implementation 
of these programs during fiscal year 1963. This represents an in- 
creaseof $80 million over the $100 million originally  requested to fund 
the investment guarantee programs. A formal amendment to the 
budget has been transmitted to the Congress.

A ll ) IN V ESTM EN T GU AR AN TE ES  PRO GRAMS

The purpose of these programs is to encourage the participation 
of American private  enterprise in the development of the economic 
resources and productive capacities of less-developed friendly coun­
tries and areas.

There are three types of investment guarantees. Each has its own 
statu tory ceiling. Two of these are essentially new programs in the 
foreign assistance effort.

SPEC IF IC -R IS K  IN V ESTM EN T GU AR AN TE E PROGRAM (S EC. 2 2 l ( b ) ( l )  OF 
T H E  F OR EIGN  AS SI ST AN CE  A CT )

Perhaps the most important and certainly the oldest is the specific- 
risk investment guarantee program. It  has been available to and 
utilized by private  investors since 1948.

As the committee knows, this  is the program which insures U.S. 
private investors against the loss of new foreign investments due to 
the specific political risks of inconvertibility , expropria tion, confisca­
tion, war revolution, and insurrection.

The Foreign Assistance Act of 1961 significantly strengthened this 
program. Par tly  as a result of these amendments and partly as a 
result of the  new emphasis placed upon the private sector within our 
Agency, there has been a marked increase in investor in terest in these 
guarantees. As of the close of fiscal year 1962, specific-risk guarantees 
amounting to over $800 million in face value were outstanding. Of 
tha t amount, $307 million were issued during the past fiscal year, 
over $100 million more than  the original fiscal year 1962 estimate. 
During the last quarter of fiscal year 1962 alone, almost $200 million 
in specific-risk investment guarantees were issued. We anticipate t ha t 
this  sharp increase will continue unabated durin g the current fiscal 
year. A recent analysis of applications in process indicates tha t about 
$200 million are likely to be eligible for issuance during  the first 
several months of fiscal year 1963 with a to tal fiscal year 1963 activity 
of $440 million now predicted. In making this estimate we are 
attempting  to take into account the  probable effect of our efforts to 
extend this program, and to expand its coverage to countries not 
heretofore included by s implifying the basic bilate ral agreement, all 
in accordance with the express desires of the Congress.

In anticipation of this  activity, the Congress increased the ceiling 
on the aggregate face amount of specific-risk guarantees authorized 
to be outstanding at any one time from $1 billion to $1.3 billion.
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EX TEN D ED -R IS K  GU AR AN TE ES  (S EC. 2 2 1 ( b ) ( 2 ) )

The extended-risk investment guarantee program, patterned after  
a similar authori ty contained in the ea rlier Mutual Security  Act, gave 
AID  the author ity to insure up to  75 percent of any investment against 
any risk provided the loss did not arise out of fraud o r misconduct for 
which the investor was responsible. The 1961 legislation provided that  
emphasis in this program was to  be placed upon projects fostering 
social progress and the development of small independent business 
enterprises. No single guarantee  issued could exceed $10 million and 
the total face amount for  a ll such guarantees outstanding a t any one 
time was limited to $90 million.

The 1962 amendments to the Foreign Assistance Act extended this 
guarantee  to cover up to  100 percent (when necessary) of loan invest­
ments for housing projects  where there  was partic ipation by the 
private investor in the loan risk. The maximum amount of single loan 
guarantees was increased from $10 million to $25 million and the 
ceiling on the aggregate  face amount of all extended-risk guarantees 
was raised by the Congress from $90 mil lion to $180 million.

The establishment of the new extended or all-risk  guarantee pro ­
gram has been a difficult administra tive ta sk and has progressed com­
paratively slowly. Yet close to $30 million in applications are cur­
rently under study and mounting interes t in this program has been 
expressed by private business enterprises and institu tional  lenders. 
We have conferred with a considerable number of these concerning 
the potential  contribution of this mechanism in the total foreign as­
sistance effort and the criteria  which should be established for its 
implementation. It  is one of our prio rity  tasks now to forge the 
extended-risk guarantee into a v ital tool to encourage U.S. investment 
to move into high risk  areas where priva te investment otherwise could 
not be expected to be undertaken. We have in mind, especially, 
projects in areas where chronic instabil ity of an economic or political 
nature  is now acting  to discourage U.S. investments.
EX TE NDED -R IS K IN V EST M E N T  GU AR AN TE ES — L A T IN  A M ERIC A N  H O U SIN G  

(S EC. 2 2 4 )

The Foreign Assistance Act of 1961 established a special housing 
guarantee program for Lat in America. Und er this program, AID  
was authorized to issue extended-risk guarantees covering investments 
in self-liqu idating pilot  or demonstra tion housing projects in Latin  
America for types of housing simila r to those insured by the Federa l 
Housing Administ ration and suitable for conditions in Latin America. 
Under  the 1961 act, the aggregate face amount of all such guarantees 
was limited to $10 million. Here again , however, under the provisions 
of the Foreign Assistance Act of 1962 the Congress strengthened the 
program and raised the ceiling to $60 million.

While no housing gurantees are outstanding to date, the backlog of 
applications currently under intensive consideration suggests that  
the entire  $60 million authority  is likely to be used this year. It  is 
expected tha t the first guarantee contract of this type will be an­
nounced this month.



FUNDING  FOR TII E  GUARANTEE PROGRAMS

All the  guaran tees, reg ard less of  typ e, are fun ded fro m the same 
source. Prior prac tice  has  been to establ ish  a 25-percen t reserve 
again st the  face  a mount  o f specific-r isk guarantees.  A rese rve of 50 
per cent was require d by Congres s fo r the  Dev elopme nt Loa n Fu nd  
guara nte es which were the  pr ecu rso rs of the  ex tended  r isk  guarantees.

'Phi s year the  execu tive bra nch has  requ ested th at  the  guara nte e 
program s be fun ded  by ap prop ria tio ns . Th e or ig inal  bud get  es ti­
mates  were as fol low s:

Typ e of guara nte e

Ori ginally 
es tim ate d 
ac tiv ity , 

fiscal yea r 
1963

Res rves

Ex tend ed  r isk  (inclu din g o ther  h ousi ng). .. ........... ..........................................

250,000,000
20,000,000 
80,000,000

62,500,000 
10,000,000 
40,000,000

112,500,000

It  was also estimated  at that time  th at  some $23 mill ion would  be 
ava ilab le for  fiscal year 1963 throug h ca rry ov er of unobligated Tr eas­
ury  borrowin g au tho rity,  recoveries on ter mina ted  guarantees,  and  
fees. On thi s basis,  an ap prop ria tio n of $100 mil lion  was or igina lly  
requested. Bu t the  very  sh arp increase in spec ific-risk  guara nte es 
issued du rin g the  las t ha lf  of fiscal year 1962 h as vi rtu al ly  exh aus ted  
all uno blig ated funds. Moreover, as 1 have  ind ica ted , the re is every 
reason  to believe that  the  pro gam will con tinu e to grow  in size and 
significance t hro ughout fiscal year 19(53.

We have, the refore , been obliged to revise  ou r origin al budget 
estimates as fo llo ws :

Ty pe  of  guara nte e

Revised  
est im ate d 
ac tiv ity , 

fiscal year 
1963

Res erves

Specif ic r isk................................. . .................... $440,000,000 
60,000,000 

110,000,000

$110,000,000 
30.000,000 
55,000,000

La tin  American hou sing......... .........
Ex ten de d risk  (inclu din g o the r housing )...............

Tot al .................................................................. 195,000,000

In ord er to restr ic t o ur  request fo r ap prop riated  funds to the  m ini ­
mum cons idered necessary  to opera te these  three pro gra ms  du ring  
fiscal year  1963, we hav e excluded from  o ur requ est any provis ion  fo r 
car ryo ver  into  fiscal year 1964 or  fo r poss ible  ac tiv ity  in excess of  
present estim ates—des pit e the  fac t that  fiscal year 1962 ac tiv ity  was 
sub stanti ally in excess of our l>est estim ates fo r th at  year . I t  is par­
tic ula rly  difficult to estimate with prec ision the amoun t of investment 
guara nte e act ivi ty which will occur du rin g any given year  since it 
depends to such a l arge  ex ten t upon ap praisa ls by U .S.  p riv ate ind us­
try of the  investm ent  clim ate  in newly dev eloping countr ies . We 
have att em pte d to  est ima te fu ture  reserve needs as caref ully and 
conserv atively as possible under all the circumstances. As  a demon-
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st rat ion of this conservatism, we have in the last 2 weeks reduced our 
appropria tion request by $15 million, an amount we hope to obtain 
through  recoveries on contract terminations and in fees.

In conformity with our Agency policy to emphasize priva te sector 
activity in foreign aid and in response to the express injunctions of the 
Congress to tha t effect, my office has put in motion a number of con­
crete operations designed to increase the part icipation of American 
companies and of the ir counterparts  in the host countries. The in­
vestment guarantee program is one of the most effective tools we have 
to accomplish this end. The record of developing interest in and 
increased use of the investment guarantee program on the par t of 
IT.S. priva te enterprise is one of which the Congress and  A ID may be 
proud. A continued successful operation of this program, especially 
in the newer and more experimental aspects of housing and extended 
risks, may point the way to further means of enl isting American pr i­
vate business in the overall statu tory AID  purpose to “streng then 
friend ly foreign countries by encouraging the development of thei r 
free economic institutions and productive capabilities, and by mini­
mizing or eliminating  barrie rs to the flow of priva te investment 
capi tal.”

The Congress has repeatedly emphasized the importance  of this 
program and urged its adminis trators to take whatever action may be 
necessary to speed up i ts operation.  (See, e.g.. re por t of the Commit­
tee on Foreign Affairs on H.R. 11921, June 7, 1962, at pp. 9 ff.; report 
of the Committee on Foreign Relations on S. 2996, May 28, 1962, at 
pp. 18-19.) We are redoubling our efforts to accomplish the con­
gressional aim. An insufficiency of funds could seriously threa ten this effort.

IN VES TM EN T SURVEYS

The 1961 act authorized AID  to encourage the unde rtak ing by p ri­
vate enterprise  of surveys of investment opportuni ties in less devel­
oped friendly countries by agreeing to share up to 50 percent of the 
cost of these surveys.

Previous experience indicated that many a potentia l investment 
was not being made because managements were unwilling to spend 
the necessary funds to identify specific investment opportuni ties. 
Under guidelines published by the Agency, AID  proposes to reim­
burse any enterprise  unde rtaking a qualified survey up to 50 percent 
of the survey costs should the enterprise decide not to invest in the 
project surveyed. In such a case, the enterprise must tu rn over to AID 
a professionally acceptable report  on the project. The guidelines 
also provide for sharing 50 percent of the cost of such surveys re gard ­
less of the outcome of the survey in cases where making the survey 
primarily  is in the interest of promoting the AID program.

By the end of March 1962 AID had received more than 100 inquiries 
about the investment survey program. Since that  time, many more 
have come in. While the first, contrac t was not signed until late in 
the fiscal year, all evidence suggests  that  the program will be a sub­
stantia l one during  fiscal year 1963. Policy guidance fo r the program 
has been revised and simplified form contracts have been developed. 
I he intensive work of the past few months is about to show results.

87948—62 —p t. 3 54
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Pa st  experience has  ind ica ted  for eig n aid pr iva te sector acti viti es 
have  been difficult to establ ish  and move forward.  Th e Agency is 
deep ly com mitt ed to the  esta blishment  of an effective A ID  pri va te 
sector pro gram.  I t is diff icult to a nt ici pa te with precis ion  the  am oun t 
of  money th at  will l>e req uir ed fo r the  investment survey  pro gram.  
La st year the  Congress ap pr op riated  $1.5 mil lion  to he lp the  Agen cy 
st ar t the  program. I f  sufficient  fund s are  not availabl e to ca rry  on 
th is new pr iva te en terpri se pro gra m,  the com mitment of th is Agency 
to fos ter  privat e en terpri se abroad  may be seriously  ques tioned. Fo r 
th is reason , we are  reco mmending th at  the ful l amoun t author ized 
to be ap prop ria ted,  $2 mil lion , be mad e ava ilab le fo r the  investment 
surv ey program .

Th ere  has been subs tan tia l agreem ent  fo r many years  th at  the  
resources of pr iva te en terpri se mu st be enl iste d in the U.S.  foreign 
assis tance programs. The se two  sta tu tory  tech niques  which the  C on­
gres s has made ava ilab le fo r th is purpose, investment guara nte es and  
investment surveys, are  now showing s igns o f wo rking—and  w ork ing  
effectively. We respec tfu lly  request th at  the ap prop ria tio ns  needed 
fo r thei r pro per uti liz ati on  be mad e ava ilable  fo r th is fiscal yea r.

BA CK GR OU ND  OF  MR.  SE YM OU R PE YS ER

Mr. P  assman. Th an k you, Mr.  Pey ser.  Th is is your  firs t vis it 
liefore thi s subcommittee,  is i t not?

Mr. P e yser. It  is, Mr. Chairma n.
Mr. P assman. Wo uld  you  give  us a br ief resume of your  back­

ground . Are  you a bank er?
Mr. P eyser. No, I am not, sir.
Mr. P assman. Please tell  us brief ly som eth ing  alxm t yo ur  back­

ground, sir.
Mr. P eyser. I have pra cticed  law fo r 25 y ears in New York. For  

the  las t 12 years  I hav e been vice presi dent and general  counsel and 
dir ector  of the  Un ite d Art is ts  Corp, involved in both financia l and 
legal ma tter s.

Mr. P assman. Un ite d Ar tis ts?
Mr. P eyser. Un ited Arti sts Corp., motion pic tur es,  telev ision, and 

the  like .
U .S . RECORD FOR  FU L FIL L IN G  COM M IT M ENTS

Mr. P assman. We were told las t year th at  even tho ugh th is  cou n­
try , in all of  its  ex istence, had never fai led  t o live up  to  a  single  com­
mitment we ha d ever  made to a foreign country , those who testi fied  
for a dif ferent  system  of  g et tin g th is aid  money sta ted  th at  the oth er 
countries would like  to have m ore assu ranc e th at  th e m oney wou ld be 
for thcoming . They had a new plan. Even tho ugh the  prog ram  was 
then 14 y ears old, an d abo ut $116 or  $120 bil lion had been expended, 
they  wanted some assurance  th at  the money would be for thc om ing  
if the com mitmen t h ad  been made.  So, the  major ity  of the Congress 
sup ported th at  pos ition, which was no t quite  as clear the n, however, 
as it is today. We  nev er thou gh t the  tim e would come when  our 
cou ntry ha d made a com mitmen t to ou r own citizens, th at if the y 
shou ld sus tain a loss fo r certa in reasons in a for eig n coun try  at  the  
ap prop ria te  time they  would be pa id,  an ap prop ria tio n in adv ance
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would be necessary. We thought the country’s guarantee was good 
enough without hav ing to ask the Congress to make an appropriation  
tha t may be outstand ing for many years.

We hope before the curta in falls tha t we shall understand better 
what it is all about.

CO NS OL ID AT IO N OF  O FF IC ES OF IN V EST M E N T  GUARANTE E AND  PR IV ATE  
ENTE RPR IS E

Is this a new office that has been created in the AID Agency?
Mr. P eyser. No; there has certainly been an Investm ent Guaranty  

Division in this Agency and in i ts predecessor agencies for 14 years. 
There has been a private enterprise  office in this Agency and its pred­
ecessor agencies for many years. This is the first time, however, 
tha t the office has been constituted in precisely this way and an 
assistant  a dmin istra tor appointed with  the  specific titl e which I have.

Mr. P assman. In  effect, then, i t is a new division within AID , with 
a new office and a new title  ?

Mr. Peyser. It  is a joinder, Mr. Chairman , of functions that  have 
been performed by the Agency for many years.

Mr. Passman. But today you have an Adm inist rator for Develop­
ment Finance and Private Enterprise,  Agency for Internat iona l De­
velopment, so it  is opera ting now as a separate  office to itself with an 
Administrator ?

Mr. P eyser. With myself as the Assistant Administra tor.

STA FFIN G  OF O FF IC E OF  DEV EL OPM EN T FIN A N C E  AND PR IV ATE EN TERPRIS E

Mr. Passman. What is the number of personnel you have in your 
office?

Mr. Peyser. Forty-three , as of the last count.
Mr. P assman. What is the requested number of personnel for fiscal 

1963?
Mr. Peyser. I am not sure tha t my internal request is reflected in 

this document, Mr. Chairman.
Mr. Passman. Of course it is, and the number is 51.
Mr. P eyser. Yes, sir.
Mr. P assman. Have I made a statement  of fact that it is 51 ?
Mr. P eyser. Yes, sir.

A N TIC IP ATORY N ATURE OF  IN V E ST M E N T  GU ARANTE E PR OG RA M

Mr. Passman. Would not the very fact tha t the Executive would 
request $180 million cash fo r the purpose as sta ted in your statement 
indicate tha t we anticipate some trouble ahead, with which the com­
mittee is not presently fam iliar  ?

Mr. Peyser. No, not necessarily, Mr. Chairman.
Mr. Passman. Do you feel that, the fact the Congress would be 

asked to actually appropriate money for losses tha t are yet to occur 
would maybe encourage some of these nations to expropriate American 
properties and investments ?

Mr. P eyser. No, sir;  I think quite the contrary . I think that  this 
would be a deterrent to these nations  because they would become 
aware of the fact tha t the U.S. Government has an interest in the
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private investments made by U.S. citizens. 1 think and firmly believe 
tha t the investment guaranty programs where they are in effect in 
many underdeveloped countries act as a serious deterren t to  any such 
action bv the local government.

Mr. P assman. You do not think  such an action could encourage 
them, those who are right on the verge of expropriating anyway ?

Mr. Peyser. Mr. Chairman, let me say that  this program is 14 
yeai*s old. There has always been a reserve set aside for the  guarantee 
contracts from 1948 until now.

APPRO PRIATION  METHOD TO REP LAC E BORROWING AU TH OR ITY  
PROCEDURE

Mr. Passman. In what account? From what appropriation was 
it set aside ?

Mr. P eyser. They were not appropriated until this year. They 
were under borrowing author ity, and the borrowing au thority has been 
exhausted. It was our feeling this year—as you know, I  am a recent 
arrival—it was the feeling of this agency before I arrived  that for 
this purpose i t would be fiscally responsible, perhaps  more responsible 
fiscally, to come to this committee for an appropria tion rather than 
to request that  the reserves be handled as they had been handled from 
1948 through fiscal year 1961.

Mr. P assman. A reserve, or a statuto ry author ity, under which you 
could borrow if needed ? Did the Treasury set up a reserve within 
its bookkeeping system for this purpose  ?

Mr. Peyser. Yes, sir; as I understand it. This was before my 
time.

RESERVES TO ME ET CLA IMS

Mr. P assman. Are you not referring to an authorization that in the 
event it becomes necessary to  pay a claim, then it may be withdrawn 
from the Treasury ?

Mr. Pe yser. No, sir. We are dealing with something quite di f­
ferent.

Mr. Passman. Could you tell us where we will find this reserve 
set up, either in an appropriation or the  T reasury Department?

Mr. Peyser. I can certainly get for you the necessary and appro­
pria te references to the reserves that were set up out of the borrowing 
autho rity that  came within $1 million of being exhausted as of the 
end of fiscal year 1961.

Mr. P assman. I can unders tand an au thor ity to withdraw a certain 
amount of money if needed, but so far  as any cash reserve within 
the Treasury  being set up to meet such claims, T have never heard 
of that before.

Mr. P eyser. That has been in effect just that way for 14 years, as 
T understand it.

Mr. P assman. Could we have a letter to th at effect?
Mr. P eyser. Surely.
Mr. P assman. Will you get us a le tter from the proper authorities 

that within the Treasury  Department they had reserved a certain 
amount of cash to meet expected claims of thi s nature?
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Mr. Tennant . We  have  signed note s to  th e ex ten t of the  b orrow ing  

au thor ity  of  $199 mi llio n, as 1 recall,  which rep res ent the Tre as ur y’s 
au tho riz ati on  to us to exp end  ag ain st th is  bo rro wi ng  au thor ity .

Mr. P assman. Are  you  deali ng  wi th an au thor izat ion or  are you 
dea ling wi th cash  th at h ad  been se t as ide ?

Mr. T ennant . I am not  an ex pe rt on the way the  Tr ea su ry  keeps 
its  p ar tic ul ar  books.

Mr. P assman. Wou ld you find ou t wh eth er or  no t they had actua lly  
rese rved  out of  ap pr op riat ed  funds or  reserved out of coll ected reve­
nues  an a ccount  on the T reas ur y s tat em en t to meet these con ting encies ?

Mr. T ennant . Yes, sir .
(The  inform at ion follo ws :)

R eserve P ractices and H isto ry Under I nv estm en t Guarante e P rograms

The inve stme nt gu ara nte e prog rams operate  under sta tut ory autho rity to 
obliga te and  dra w on “a single  rese rve” consis ting of ( a ) fees collected from in­
vesto rs; (ft ) proceeds  real ized  from subrogat ion to investo r’s claim s and asse ts; 
(c ) the proceeds of pri or note-i ssuin g autho rity ; and  (d ) funds app ropriated 
by the Congress. Pu rsua nt  to the Forei gn Assis tance  Act of 1961, all of the above 
sources of a vai lab ility  are  combined to form a single rese rve backing ex istin g a nd 
fu ture  guarant ees.  All gua ran tee s issued  to dat e have obliga ted some pa rt of 
thi s reserve.  In the  e arly  yea rs of the prog ram the amo unt  of reserves obligated 
for  guarantees was fixed by Congress at  100 perc ent and 50 perc ent with  respect 
to specific and DLF-type  gua rantees , respectively. More recen tly a 25- and 50- 
perc eut form ula of rese rve obliga tion has  been applied. The  sta tut ory hist ory  of 
the rese rve system is describe d her eaf ter .

The  Treas ury  De par tme nt does not  set asid e cash behind  the gua ran tee  
reserve . In the even t the agency were requ ired  to draw down some of the 
reserve aga ins t its borrowing  or app rop riat ion  aut hority , the  draw ing would be 
funded with cash from the general  f und s of the Tre asu ry, which in tur n are  gen­
era ted  by U.S. public  debt  transa ctio ns.  The accumulated  fee income (mo re 
tha n $9 million as of June  30, 196 2) and  proceeds realized on subro gated  claims 
and ass ets are by statut e d eposited with the general funds.

Thus, app rop riat ing  funds now for  a rese rve creates  no burd en on the  ta x­
payer . The  Tre asu ry De par tme nt will not incr ease  its cash  on hand nor in­
crea se the  public  debt  which mu st be service d at  the  expense of the  taxp ayer . 
The sole res ult  of a pre sen t a ppr opr iati on would be to place the United States in a 
position promptly to pay its  fu tu re  debts on inve stment gua ran ties if and when 
they fal l due.

The re is, at  presen t, un cer tainty  about the  legal autho rity of AID to crea te 
oblig ations  in adva nce of app rop ria tions for  inve stme nt gua ranties . This un­
certa int y would make pot ent ial inve stor s war y over whe ther  an inves tmen t guar ­
anty not backed by rese rves  would  afford  them any protect ion. The executiv e 
branch will thoro ughly  review  thi s question and, if necessary, propose legisla ­
tion to resolve it.

The existence  of reserves  is, and has  been, a question of impo rtance to poten­
tia l inves tors. This  was recognized by Congress. The 1956 legisla tion, which, 
for  the firs t time, auth oriz ed rese rves  to be estab lishe d on a “probable ulti mate 
net cost” basi s requ ired  th at  the re be no dilu tion  of the  100 perc ent reserves be­
hind the then outstan ding gua ran ties. The pres ent legislation  also freeze s the 
100 percent reserves behind  the  pre -19 56 gua ran ties and the 50 perce nt reserves 
behind  DLF  guarant ies.

Reserves are  imp ortant  not only to ass ure  compensation in the  event  of loss, 
bu t to ass ure  compensation with in a reasonab le period of time. The time  re­
quired to seek and obtain  supp leme ntal appropriat ions, in the  event  of losses 
in excess of exis ting  rights  to dra w fun ds from  the  Tre asury, would be consid­
erable . Dur ing this  period, among inve stor s with claims of equal valid ity, some 
would be paid  and  others not, until Congress acted.  Fo r those defe rred , this 
period  would  involve nee dless depr ivati on.

In  an insurance -like program which is moving away from are as  of lesser  to 
gre ate r risk, where actua ria l calc ulat ions  ar e not possible, prio r losses are  of 
litt le significance to esti mat ing futur e losses and  the  need for reserves. As of
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June  30, 1962, the re were reserves  of $236,319,384. Against these  were total  
contingent liab iliti es of $795,793,558. Of these some $114,362,020 were in Ar­
gentina, $54,000,000 in Ghana,  $72,000,000 in Guinea, $56,357,285 in Taiwan, 
and $128,164,723 in Turkey, to mention 5 of the 45 underdeveloi )ed count ries 
where  the  program is in force. The gua ran ties issued in those  five countr ies 
alone are $188,565,000 in excess of existing reserves and $8,565,000 in  excess of 
those plus  the  requested appropr iation. Such exposure to risk  is indicativ e of 
the p rogram’s need for reserves.

The app ropriat ion of add itional funds for reserv es behind inves tmen t guara n­
ties should discourage, ra ther  than  encourage expropr iatory acts. The  function 
of reserves  is to provide prompt compensation to the  ex propria ted U.S. investor. 
Upon paym ent of that  compensation, the  U.S. Government becomes subrogated 
to the  investor’s claims aga ins t the  foreign  government, and  the  U.S. Govern­
ment would thereupon be in a position to address  itse lf dire ctly  to that  govern­
ment of settl eme nt of the  claim. The  bas ic interg overnmental agreements which 
are  a condit ion precedent to the  issuance of inves tment  guara nties requ ire the 
other governmen t’s consent to  this.

Mr. F ord, Will the  chair ma n y ield ?
Mr.  P assman. Yes.
Mr.  F ord. Mr. Pey ser , could we have  some place a sta tem ent show­

ing  the  his tory  of this  fro m its  inception , showi ng how much was es tab ­
lish ed on an annual basis, how much was used ?

UN USED BORROWING AU THOR ITY  AS OF J U N E  3 0 , 1962

Mr. P assman. I s th ere  an y u nused o r unobliga ted  T reasury b orr ow ­
ing  au thor ity  as of  Jun e 30,1962, o r at  thi s tim e?

Mr. P eyser. As o f Ju ne  30, 1962, the  am ount was sli gh tly  in  excess 
of  $1 m illion. I t  is $1,074,000.

Mr.  P assman. W ill  you cite  the act  by whi ch the  au thor ity  was 
given ?

(T he  inf ormation  fo llo ws:)

H istory of Guaranty  R eserves

Section 111(b)(3) of the  Economic Cooperation Act of 1948 authorized the 
issuance of guarantie s up to an amount of $15 million covering inves tments in 
connection with  projects  and inves tments in enterprise s producing or dis tribu t­
ing info rmational media. Section 111(c) (2) of that  act  authorized the  Admin­
ist ra to r of  ECA to issue  notes  for pu rcha se by the  Secretary of the  Tre asu ry in an 
amount not  to exceed $1 billion to provide money for  all th e purposes  of the  
European recovery prog ram, including the  providing of reserves behind  the 
gua ran ties . Section 111(b) (3) of the 1948 ac t provided  th at  a s g uarant ies  were 
made the authority  to realize  funds f rom the sale of notes was to be accordingly 
reduced. This  sec tion also provided that  a fee m ight be charged for th e g uaranty 
and tha t all f ees collected were to remain  availab le to  discharge obl igations un der 
the guarant ies.

The 1949 amendments to the Economic Cooperat ion Act of 1948 provided  a 
sep ara te note issuing au tho rity to provide reserves for  the gua ranty. The 
amended  section 111(c) (2) thus authorized  an addit ional $150 million of notes  to 
be issued for the sole purpose of meeting l iabi litie s ar isin g un der  gu aran ties . The 
total am ount of gu ara nties authorized w as lim ited to $150 million.

The 1950 amendment to the Economic Cooperation Act of 1948 changed the 
tota l amount of gua ran tees authorize d to be issued to $200 million. It  also 
increased the note issuing auth ori ty to meet th e l iabi litie s under these gua ran tees 
to $200 million. Heretofore  the  risk to be covered pursu ant to gua rantees  was 
the  risk  of inconvertibility . The  1950 amendment authorized gua ran tees to 
cover a gainst  loss by reason of ex prop riation or confiscation.

The 1956 amendment to the Mutual Security Act of 1954 separat ed the in­
formation al media gua ran tee  program from the  investme nt gua ran tee  program 
rela ted to projects . The reserves avai lable for  new project guarantees  were 
diminished by the amount of $38,428,478.50, being rese rves  for  and recoupments 
under the info rma tional media gua rantees  then transf err ed  to USIA. The



851

balance of the note  i ssuing autho rity  and accum ulated fee income in connection 
with pro ject  gua ran tees created  by the  Economic Cooperation Act and  the 
Mutual Secur ity Act of 1954 was preserved for inves tment gua ran tees. The 
1956 amendment required that  the 100-percent reserve would be maintained for 
the already  issued guarantees. The amendmen t authorized a fractional reserve 
based on “probable ultma te net cost” for futur e guarantees. It  conferred upon 
the  Dire ctor  of ICA add itional  note issuing author ity,  to provide fu rthe r guar­
antee reserves  in the  amount of $37,500,000, and it  provided th at  the  tota l out ­
standing  amount of investment gua ran tees for projects  would be $500 mill ion.

The 1957 amendments to the Mutual Security Act authorize d Development  
Loan Fund guarantees . The re was a 100-percent reserve requirement.

The 1959 amendments to the Mutual Secu rity Act authorized a 50-percent 
reserve to be crea ted behind DLF  gua ran tees and limited the  tota l face amount 
of DLF  guarantees to $100 million. This rese rve was  to be funded from  ap­
propria ted  funds. The 1959 amendments to the  Mutual Secur ity Act authorized 
a new total amount for  outstan ding ICA inves tmen t guarantees,  namely $1 bil­
lion. The a ct did not change  the  note issuing authority.

The Fore ign Assis tance  Act of 1961 merged the  DLF and ICA gua ran tee  
autho rity  with some modifications. The reserves behind the ICA and DLF 
guaran tees were combined into  one reserve to be behind all AID guarantees . 
The amounts  of such rese rves  obliga ted behind the pre-1956 ICA gua ran tees 
and the DLF gua ran tees were not  to be reduced withou t the investors’ consent.

The 1962 amendment to the Foreign Assis tance  Act authorized increases in 
outs tand ing face  amounts  to $1,300 million for  the  specific risk  (ICA-type) 
gua ran tees and  to $240 million for the extended  risk  (DLF-type) guarantees.  
The reserves created und er earlier legis lation for  exis ting  and fu ture  guar­
antees  were to  be increase d by an appropriat ion. Thus  the  borrowin g au ­
thority  method of obta ining rese rves  was  abandoned. The amount requested 
in the Pre sident ’s budge t est imate  for th at  appropriat ion  is $180 million. Tha t 
figure reflects the  amount needed for  obligat ion in fiscal yea r 1963 under the  
prior prac tices  of obligating a 25-percent reserve for  ICA-type gua ran tees and 
a 50-percent rese rve for  extended r isk  g uarantees  on the conserva tive assumption 
th at  the pre sen t ra te  of issuing  guarantees wil l continue.

The funds at  the close of fiscal year 1962 with respect to reserves were  as 
fol low s:

Tre asu ry had accepted notes in the  amount of $199,071,521.50 which rep­
resented  all the note  issuing autho rity in connection with investment gua r­
antees, less the amounts  transf err ed  to USIA in connection with  info rmational 
media guarantees.  The  rese rve also included  an amount of $27,747,864 being 
a tra ns fer of the app ropriated funds obligated behind  DLF  guarantees.  The 
rese rve also included an amount  of $9,491,901.01 as accumulated fee income.

A tab ular  stat ement  of the  his tory of reserves  follows:
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Mr. P eyser. I do not have the exact citation. I can get tha t from 
our lawyers and give you the precise statu tory authority by which 
this borrowing authority  was used to set up reserves against investment 
guarantees issued. At no time was any money paid out except for 
$1,800 on the specific risk-----

Mr. Ford. Against how much utilization ?
Mr. Passman. Did you say $1 million ?
Mr. Peyser. Yes, sir, $1,074,000 of borrowing authority still  re­

mained available as of J une 30,1902.

A PPLIC A TIO N S FOR IN V EST M E N T  GU AR AN TE ES

Mr. Passman. Would you reconcile tha t with your statement on 
page 7, where you say tha t it was also estimated at the time tha t some 
$23 million would be available for fiscal 1902 through carryover of 
unobligated Treasury borrowing authori ty ?

Mr. Peyser. Of course, sir. Tha t was what we estimated but, as 
1 pointed out in my statement, the private investors in the last 3 
months of fiscal year 1902 made large investments and made applica­
tions for investment guarantees and as a result we issued in the last 
3 months roughly $200 million worth of  investment guarantees during 
tha t quarter period. Tha t used up, on the 25-percent ratio, all ex­
cept $1 million of the borrowing authority.

PA Y M EN T S SIN CE 1 9 4  8

Mr. Passman. Would you give us a list of the payments tha t you 
have made since 1948, when this type of authority  came into being?

Mr. Peyser. Yes, sir. That is a very easy one because there have 
been only two payments made under any investment guarantee since 
1948.

Mr. Passman. Give us the amount.

GU AR AN TE E PA Y M E N T , PL US WOO D IN D U STR IE S

Mr. P eyser. One payment was made in connection with a plywood 
company investment in the Congo of $9,922.

Mr. Passman. When was that?
Mr. Warden. Last spring , about February.
Mr. T ennant. I do not have the specific date.
Mr. Peyser. That  payment was made last spring.
Mr. Passman. Could you give us the date the payment was made ?
Mr. Peyser. I do not have it here precisely, but I can insert  it in 

the record.
(The information fo llows :)
The d.nte of payment under the Pluswood Indus tries investment guarantee 

contract was January 4,1962.
Mr. P assman. You had another claim ?
Mr. Peyser. Tha t claim—May I explain th is ?
Mr. Passman. That was in the Congo ?
Mr. P eyser. Yes, sir. On this one I think  it is worth  explaining 

tha t that, was in connection with an inconvert ibility guarantee;  as a 
result o f paying the private investor the $9,922, the United States was
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subrogated to the local currency involved. It  subsequently made use 
of that local currency to its own benefit to the extent of $8,099, making 
a net. loss in that transaction of $1,823.

Mr. Passman. As it would apply to appropria ted funds or tax 
funds, actually it was only $1,823. That was the net amount of the 
cost of the claim?

Mr. Peyser. Tha t is right, sir.
Mr. Passman. If  you had not had any type of guaranteed invest­

ment, it would have finally wound up so that  the manufacturer, or 
the contractor, as the case may be, would have lost really $1,823; is 
that correct ?

Mr. P eyser. The United Sta tes only lost the $1,823.
Mr. P assman. If  the investor had not had the insurance-----
Mr. Pi syser. He might not have been able to make the same use of 

the local currency that  the U.S. Government made.
Mr. Passman. But he would have had that chance ?
Mr. Peyser. If  you make tha t assumption, he would have lost the 

same amount.
Mr. P assman. Will you tell us what size contract was involved?
Mr. Warden. $475,000.
Mr. Passman. Give us the name of the contractor.
Mr. Warden. The contract was made to Pluswood Industries, which 

is a plywood company in Wisconsin.
Mr. Passman. Give ns the date of the contract.
Mr. Warden. I do not have it, sir.
Mr. Passman. Can you give us the completion date ?
Mr. W arden. I will have to estimate it. It  was on the 2d of Ju ne 

1960. Yes: it was on the 2d of June 1960.
Mr. Passman. That  was the completion date?
Mr. Warden. Tha t was the date we issued the contract.
Mr. P assman. When did he complete the project , the  contractor?
Mr. Warden. I understand he is still p utting money into the project 

in the Congo. He is still expanding the operation to some extent.
Mr. Passman. The contractor is still expanding?
Mr. Warden. Yes, sir.
Mr. Passman. Do we have a guarantee for tha t expansion ?
Mr. Warden. I t  is covered under  the original guarantee; yes. Some 

of it was issued ahead of time before he completed his project.
Mr. Passman. Do you anticipate that you are going to have the 

same type of trouble in the future ?
Mr. Warden. I thin k we might have some more trouble.
Mr. Passman. Presently, though, the convertibi lity arrangement 

is satisfactory; is it not?
Mr. Warden. It  seems to have worked out.
Mr. Passman. Which means, of course, if this  had been delayed jus t 

a bit, this problem would have adjusted itsel f; would it not?
Mr. Warden. We are not sure of that;  we are not sure of anyth ing 

in the Congo.
Mr. Passman. That is rig ht;  but, to be specific, this thing has 

worked itself out and this contract  is progressing  and this contractor 
is having no trouble converting the currency; is tha t not correct?

Mr. Warden. I agree with you, sir.
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Mr. Passman. It  simply means tha t had he had this $9,922 on hand, 
tha t also could have been worked in ; is that right?

Mr. Warden. If  what  we are getting to is this question: If  he did 
not have the guarantee, would he have gone ahead with the contract, 
the answer is precisely “No.”

Mr. P assman. This investor is drawing payments, I suppose, every 
month or every week on fulfillment of this contract, is he not? It is 
a going outfit ?

Mr. Warden. Yes, sir.
Mr. P assman. Whatever they get in Congo currency they are able 

to convert to hard currency ?
Mr. Warden. Yes, sir.
Mr. P assman. In all probability had they had this on hand, they 

could have moved this small amount in and converted tha t to hard  
currency ?

Mr. Warden. Yes.
Mr. P assman. Which means that there would have been no loss if 

this had been delayed a bit. It  looks as i f you moved with haste.
You have not told us the date tha t you made payment. You said 

in the  spring. You are going to get that information for us?
Mr. Warden. Yes, sir.
Mr. Passman. You have another loss. Give us the history of that  

loss.
TA IWAN  SH IPBU IL DI NG AND DRYD OCKING CO MPANY CASE

Mr. Peyser. The other loss was pursuant to a different kind of 
guarantee, not a guaran tee under the specific risk program we are 
discussing here and for which we are asking an appropriation this 
year.

Mr. P assman. Wh at was the amount?
Mr. P eyser. The amount involved was $650,000, but, Mr. Chairman, 

it had to do with the Development Loan Fund under  a different 
statute.

It was not the specific risk program.
Mr. Passman. In what country was this?
Mr. P eyser. Taiwan.
Mr. Passman. In Taiwan?
Mr. P eyser. Yes, sir.
Mr. P assman. What  project was involved ?
Mr. P eyser. It  was in connection with an investment by the Bank 

of America and the Marine Midland Trust Co. of New York for a 
Taiwan shipbuilding and drydock company which defaulted on loans 
from these banks.

In the spring  of 1962 AID made payments totaling $650,000 pu r­
suant to the guarantee tha t one of its predecessor agencies, the De­
velopment Loan Fu nd, had made in an extended risk guarantee under 
the statute  that was then appl icable, which is not what we are ta lking 
about in terms of the specific risk guarantees.

Mr. Passman. You used tha t item when I asked you the question 
of how many claims had been settled. If  you are now going to say 
tha t you have paid only $9,922, tha t would have adjusted  itself had 
you not paid it, maybe I  shall say premature ly, then the loss would 
have been zero in that  field.
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Mr. Peyser. No, sir. I did not intend to exclude this. I am only 
indicating that  it was a Development Loan Fund payment.

Mr. Passman. Was it because you guaranteed investors a profit 
or was the Government of Taiwan in default on its commitment?

Mr. Peyser. This was a straight default  on a loan made by these 
two hanks, one Californ ia hank and one New York bank, to the Taiwan Shipbuilding  & Drvdock Co.

Mr. P assman. What do you mean by default?
Mr. Peyser. The company did not pay. We guaranteed the business 

risk as well as the political risk.
Mr. P assman. You guaranteed the businss risk ?
Mr. Peyser. Under  the Development Loan Fund, they had gua r­

anteed the business risk as well as the political risk.
Mr. Passman. That  is a new phase to this thing I never heard of before. They guaranteed a profit, in effect ?
Mr. Pe yser. They guaranteed the amount of the investment, not the amount of profit.
Mr. P assman. The investor went in, if he is speculating as to 

whether or not this was a feasible project, and it was poorly planned 
and he suffered a loss, so he was reimbursed to the extent of his over­head and his capital ?

Mr. P e yser. To the extent of his total investment. Presumably— 
this is, again, as you understand, Mr. Chairman, before my time with 
the Agency, this was one of the predecessor agencies—under this statute,  as I  understand it, the Development Loan F und analyzed this 
loan and in order to encourage the  investment by these two American 
banks which supported  the investment of American private  capital, 
it gave a guarantee. I do not have here a statement as to whether 
a hundred percent of the risk was gu aran teed ; however, I  can furnish if fo r you.

Mr. Passman. What kind of project was involved?
Mr. Peyser. I would have to check this to be sure. I think it is a shipbuilding operation.
Mr. Passman. Ingalls-Taiwan projec t; is tha t right?
Mr. Peyser. Yes, sir.
Mr. Passman. Did they complete the project ?
Mr. P eyser. Here it is. They did complete the two ships that were planned for construction under the guarantee, hut they sustained an operational loss dur ing the construction period.
Mr. Passman. So they completed the ships, turned them over to 

the Taiwan Government, hut they had failed to quote a price high enough so that they would receive their cost ?
Mr. P eyser. As I understand it, the parties guaranteed were the two hanks. The two banks were not the entrepreneurs involved. The 

guarantees ran to the banks. They made a simple banking investment. They lost money because of a default.
Mr. Passman. Who actually defaulted ? Was it the Ingall s-Taiwan Co.?
Mr. P eyser. The Ingalls-Taiwan Co.
Mr. P assman. Is that a solvent company ?
Mr. P eyser. I do not know tha t I can answer that  question.
Mr. Passman. Do you know whether or not the banks endeavored to collect from these people by maybe filing suit ?
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Mr. Peyser. I do not know the answer to that.  All of this hap­pened before 1 came to the Agency.
Mr. Passman. Is not tha t the normal procedure, tha t you try  to collect from the individual or firm ?
Mr. Peyser. That would depend on whether the guarantee were a guarantee  of payment or guarantee of  collection.
Mr. Passman. You said you guaranteed the bank. If  the guarantee went f ar enough to also cover the contractor,  tha t is something else. Could you tel l us about t hat,  Mr. Miller? Are you familia r with it?
Mr. Mu uLER. No, s ir; I am not. The contract  controls our gua r­antee, and we have in each case paid according to its terms.
Mr. Passman. You either guaranteed the bank against loss or you guaranteed the bank and the contractor. AVe are trying to find out 

if you guaranteed both against the loss or just guaranteed the bank against the loss.
Mr. Peyser. In  this case it was just the bank.
Mr. Gary. I would like to know what they guaranteed. Are they guaran teeing  character and the success of the enterprise and every­thing else ? If  you are guaranteeing the loan-----
Mr. P assman. They just  guaranteed  the  investor he would not lose money.
Mr. P eyser. We just guaranteed the two banks, not the shipbuilding company.
Mr. Passman. I s the shipbuild ing company still in business ?
Mr. P eyser. As far as I know, it is.
Mr. P assman. Would you pay the bank something you guaranteed 

agains t the shipbuilder if he is solvent and still in business and making money ?
Mr. Peyser. It depends on what the contract of guarantee was.
Mr. Passman. Tha t is what we are trying to find out. You keep saying you guaranteed the bank. We want to know whether you guaranteed just the bank or whether you extended the  same guarantee  to the contractor. Can you get tha t information ?
Mr. Peyser. Yes, sir.
(The information follows:)

I ng all s-T a iw a n  L oan  G uar ante e

On December 5, 1958, the  DLF entered  into a guara ntee agreement with the Bank of America and the Mar ine Midland  Trus t Co. of New York whereby the I)LF  guaran teed the  collection of a $4,500,000 loan to Inga lls-Taiwan Ship­building & Dry Dock Co., a Liberian  corporation, owned through subs idiar ies by a U.S. cha rita ble  foundatio n, to finance work ing cap ita l needs for  the con­stru ctio n by Inga lls-T aiwan at  a shipya rd they intended to operate in Keelung, Taiw an, of two large  tankers. On Janu ary 22, 1959, the  Development Loan Fund entered  into a loan agreeme nt with  Inga lls-T aiwan for $2 million for the expans ion of this shipyard . As a gua ran tee  fee DLF charged the banks  2 per ­cent of the  maximum amount of its  liab ility  und er the guarantee.  About September 1959 it became clea r th at  Inga lls-T aiwan was in serious difllculties, but as the  result  of effor ts by all  pa rties the two ships were  completed and delivered . Despi te completion, Ingalls -Taiwan was  unable to repay the banks  $1,200,000 of the gua ranteed  loan, and also was unable to meet oth er obligations .After intensive nego tiatio ns between Inga lls-T aiwa n, the  Chinese Govern­ment, the  DLF, the New York banks and Ingalls -Ta iwan’s othe r prin icpa l cred­itors , a new a rrange ment was consummated in May of  1961 whereby the Bank of Taiw an lent  Inga lls-T aiwan $300,000 for paym ent to the  New York banks and $500,000 for  use as work ing ca pi ta l; the  DLF gua ran teed the payment of $6,»0,000 of the  r emaining  $995,000 owed by Ingalls  to the  banks and guaranteed
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the rem aind er of the debt again st wa r ri sk ; Inga lls-T aiwan’s debts  to two 
major U.S. supplie rs were guaranteed by its  p aren t; and the  D LF loan for  ship­
yard expansion was reduced to $900,000. The  banks  were charged a fee of one- 
ha lf percent per annum for the wa r risk gua ran tee , and 2 percent  per annum for 
the  payment guarantee. Ingal ls-Ta iwan, however, could not  meet it s payments 
under this new loan extended by the banks and  af te r accelera ting the loan, on 
March 14,1902, the banks presented the ir claims to AID. On April 25, 1962, AID 
paid  the banks  $650,000 under the  paym ent guarantee. At the  same time, the 
hanks subrogated to AID the ir claim of $650,000 ag ainst Inga lls-T aiwan.

AID is cur ren tly  engaging in n egotiatio ns with all pa rties to see wh at  fu rth er  
action  it  should take with  respect to the  collection of thi s debt from Ingalls - 
Taiwan.

The principa l share holder in Ingalls-Taiw an is a Libe rian  corporat ion,  the 
Engineers  Tanke r Corp. This corporation is owned largely by the  China  In te r­
nat ional Foundation, a nonprofi t Delawa re corporation. The  Ingalls  Ship­
building Corp, of  Alabama is a minority  share holder, holding 2.17 perc ent of the 
oust anding shares.

Mr. Gary. As T underst and it, the  co ntr ac tor bor row ed the  money 
from the  bank and  he never pa id  it. We were gu aran teeing  the  con­
tra ctor , the  e nte rpr ise , and everything  else connected with the deal.

Mr. P assman. The  response wou ld ind ica te th at , bu t I  speci fically 
asked fo r the  i nfo rmation , w he the r you guara nteed the  bank s and  also 
the  c ontracto r. Tf you only gu aran teed  the  bank , as you  ind ica ted  in 
one of  your  stat eme nts,  the n you  sho uld  have foreclosed on th e con­
tra ctor  because in all  prob ab ili ty  if  he is sti ll a sh ipb uil der, he is 
solvent and could have  pa id h is own losses.

Mr. P eyser. The  note  in the file, whi ch I  inh eri ted , read s as fo llows. 
Th is m ay be he lpf ul  to you g en tle men :

The banks and AID are  now work ing out  an arrang ement  with the  shipyard 
whereby the  ent ire indebtedness of approximately $1 million, covered by the 
guarantees,  will he rescheduled over  a longer period of time. The purpose  of 
the  rescheduling is to avoid puttin g the shipyard  into  bank ruptcy. The ex­
pec tation is that  the  shipyard  will be enabled on the  defe rred  repayment  
schedule to discharge its  ent ire  obligation  not only to the  banks bu t to AID, 
which has  acqui red th e in ter est  of th e Development Loan Fund .

Mr.  P assman. T know some thing  about  bank ing . I  have made loans 
my self of  a few  hund red d ollars .

Mr G \ry. Those would  be small loans .
Mr. P assman. I  h ave  to dea l in small figures. Wou ld it not  fo llow,  

if the  ban k had a gu ara nteed loan  on which  it was  draw ing 51/2 pe r­
cent. in terest , th at  you could have delayed pa ying  the  b ank until such 
tim e as it had actua lly  de ter mi ned wh eth er you were  going to suffer 
a loss or  n ot ?

Mr.  P eyser. No t if  the  co nt ract  were w rit ten othe rwise. T w ill pr o­
cure the  contr act from the files and let the  c ommit tee hav e it.

Mr. P assman. Would you  find ou t wh eth er or  no t the  bank would 
hav e extended—because it  has alr eady  been ind ica ted  here th at  you 
prem atu rel y pa id  $9,922, on t he  ot he r loss, the only o ther  loss you have 
ha d in the  exis tence of  th is  out fit, and  ha d he ju st  delayed a lit tle  
whil e, i t would h ave worke d i tse lf out .

Mr. P eyser. I  do no t th in k th at  on t ha t $9,922 f or  th e Cong o th ere 
has been any esta bli shme nt o f prem ature pa ym ent.

Mr.  P ' ssman. You  say  the y are  in business , they  are  dealing  wi th 
monev, ge tting  currency , it is con ver tib le tod ay,  the y are do ing  busi ­
ness in the  same place.  I f  th ey  can convert  t hei r pre sen t Congo cu r­
renc y into ha rd  cur rencies, they could hav e conver ted  th at  oth er 
amoun t.
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You are asking for $180 million. Are there any other claims you 
know about since the inception of this plan ?

Mr. Peyser. No, sir.

OW NE RS HI P OF TA IWAN  SH IPBU IL DI NG & DRYDOCK CO.

Mr. Gary. As to this shipbuilding contrac t in Taiwan, was that an 
American firm or a local firm ?

Mr. Peyser. It was a Taiwan firm, I understand.
Mr AV arden. Taiwan  firm, with an American interest.
Mr. Passman. Where is Inga lls domiciled ?
Mr. Warden. I think it is Alabama, but I am not sure.
Mr. Andrews. Pascagoula, Miss.
Mr. Passman. Is tha t not a going, prosperous, and a solvent con­

cern ?
Mr. Andrews. They launch ships all the time.
Mr. P e yser. The general practice is for a joint venture between the 

American company and the host country.
Mr. P  assman. Will you get us information as to what interest? If  

it is a Taiwan interest and they have an interest, you should know it. 
This is a pretty weak case on which to get $180 million.

(The information appears  on p. 858.)
Mr. P assman. Do you have any claims pend ing a t th is time?
Mr. Peyser. No, sir.
Mr. Alexander. Will the chairman yield ?
Mr. P assman. Surely.

GU AR AN TE ED  loans to textile plants

Mr. Alexander. Mr. Peyser, have you guaranteed  loans to any tex­
tile plants  anywhere in the world ?

Mr. Peyser. We have a list of all guarantees outstanding. I can 
look through them and see.

Mr. Warden. There is a rayon company in Taiwan.
Mr. Alexander. Would you supply for the  record all guarantees to 

textile p lants throughout the world.
(The information  follows:)

Texti le guarantees issued

Dat e In ve stor Pr od uc t Con ve rt i­
bi li ty

Ex pr op ria ­
tio n

W ar ri sk

M ay  23,1956

Ju ne  30,1959 
Fe b.  23,1961* 
Aug.  24,1961

Von  Ko horn I nt er na tio na l C or p.

____d o_______ ______ ______ _

Ray on  m an ufac ­
tu re r.

___ do

1 $1,059,242

72,000

24,000

1 $959,242

100,000

6,000

$72,000
____d o............................................... ____d o ._ ___

Tota l..................................... 1,155,242 
-559 ,24 2

1,065,242 
-55 9,2 42

72,000Less c ance lla tio n_______ _____ _

New  to ta l........ ................... 596,000 506,000 72,000

*$559,242 of the co nv er tib ili ty  guaran tee an d $559,242 of th e ex pr op ria tio n gu aran tee ha ve  been can cel ed 
b y  th e inve sto r. The  in ve stm en ts  we re mad e i n th e Re pu bl ic  of China .

* W ar risk .



860

Mr. Conte. Will the chairman yield ?
Mr. Passman. Yes.
Mr. Conte. Why can we not get the entire guarantee  in the  record? 
Mr. P assman. We are getting to that. I was trying to develop that 

so far they need zero money, according to the testimony here.

time lapse between filing and payment of claim

Will you tell us how long a time elapsed between the filing of the 
claim by this still going outfit in the Congo, and the time you paid 
the claim?

Mr. Warden. I will furn ish that, sir.
(The information follows:)

P lu sw oo d I n du st rie s G uar ante e Cla im — T im e  Seq uen ce

On Jul y 11. 1961, notification was received th at  tra ns fe r of local currency 
to U.S. doll ars had  been denied  by Congolese author ities. The convertib ility 
con trac t provided that  the non-tr ans fer condition had  to e xis t for 30 days before 
investor could invoke the guarantee. Inv estor’s appl ication to AID for  tra nsfer  
unde r the  gua ran tee  con trac t was complete (inc luding a dr af t for the  local 
curre ncy)  on September 11, 1961. The  co ntract  allowed  4 months for  a decision 
to he made by AID on the  claim. (Th is period  expired on Janu ary 11, 1962.) 
On J anua ry  4, 1962, payment was made to Pluswood Industries . This  was al­
most 6 months af ter  notification of the  claim and  115 days  from the time the 
inves tor’s claim was complete—7 d ays  less tha n permit ted by the  term s of the 
contract.

Mr. Passman. Do you have any claims pending at all under any 
section of this law, the old law ?

Mr. Peyser. Not that I  know of.
Mr. P assman. It  could well be tha t you would have several filed 

next year or it could be that you would not have any.
Mr. Peyser. That is right , sir.

QUESTIO NAB LE NEE D FOR GU ARANTEE RESERVE FU ND

Mr. Passman. If  you did not have this  appropriation, if the Gov­
ernment writes the guarantee, it  would serve the same purpose, would 
it not ?

Mr. Peyser. No, sir; because, as I say, the Congress itself required a 
reserve to be set up for the Development Loan Fund guarantees and 
the system-----

Mr. Passman. Was that for loss on bad accounts ?
Mr. Peyser. No, s ir; tha t is for guarantees issued before there is 

any question of loss. The Congress, in connection with the Devel­
opment Loan Fund, established the need for a reserve every time a 
guaran tee is issued. It  has been the practice for  14 years, on a prudent 
and conservative basis, to set aside money so that if the event agains t 
which a guarantee is issued, comes to pass, there will be money to pay 
for  it.

Mr. P assman. Thank you, sir.

LACK OF CASH RESERVES AGAINST U. S.  OBLIGATIONS

We have two public obligations on the Treasury statement. One, 
as of this date approximate ly there is borrowed money of $298 bil­
lion. We have statutory obligations in the amount o f approximately
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$746 billion, which gives us an obligation for services already pro­
vided for, in the amount of $1,044 billion.

We are getting dangerously close to $10 billion in annual  interest 
payments on the borrowed money, and then there are the various 
other categories to make up the $1,044 billion. Do you know of  any 
cash reserve we have in the  T reasury set up to meet those payments?

Mr. Peyser. I do not know how the Treasury handled  it under 
the borrowing authority. As I unders tand it, in each case when an 
investment guaran tee contract was signed, and before there was any 
knowledge tha t there would be a claim under this guarantee con­
tract,  the practice—consented to by the Congress and, as a mat ter 
of fact, required by the Congress in the case of the Development Loan 
Fund—the practice in each case was for a note to be purchased. 
Whethe r they set it  up  as a reserve or not, I am not enough of a spe­
cialist in Treasu ry accounting to know, but I can find th at out.

Mr. Passman. We have existing statutory obligations aggregating 
approximately $746 billion, such as the interes t on the public debt, 
payments to veterans, payments to retirees, both military and civil 
service, and  various and sundry other accounts. Do you know of any 
cash reserves set up on the  Treasury statement to meet those obliga­
tions, Mr. Contro ller ?

Mr. Tennant. I do no t qualify as an expert  on Treasury account­
ing, sir.

Mr. P assman. Do you know of any cash reserves, or have you ever 
heard  of any reserves, set up to  meet contingencies to our own people 
in this country, as such ?

Mr. T ennant. I know of none, sir. I think each of these activities 
is controlled by its individual legislation.

Air. Passman. You do not know of any cash reserves set up to meet 
any $746 billion of statuto ry obligations th at we have?

Mr. T ennant. I am not qualified, really, sir, to talk  to tha t point.
Mr. Passman. You do not know of any, do you ?
Mr. Tennant. With  tha t qualification, I  do not know of any.
Air. P assman. I believe the Congress annually appropriate s money 

to meet those obligations, such as pensions and veterans’ benefits. Is 
tha t not the way it operates ?

Air. Gary. Air. Chairman, as chairman of the Treasury Subcommit­
tee, the Treasury has never asked for any appropria tion for reserves 
to meet these contingencies. I can testify  to tha t fact.

Air. Passman. I am on the gentleman’s subcommittee and I learn 
something every time we have a committee meeting. Our word is our 
bond, whether our commitment is to foreign nations or to our own 
people. AVe have approximately $746 bi llion in contingent statutory 
obligations. AVe make an annual appro priat ion to meet whatever 
the demands may be, whether it is for pensions or veterans’ benefits 
or interest on the public debt.

CONTRACT RECOVERIES LIMITED  TO AM OUNTS IN  RESERVES

Mr. Peyser. There is one provision you should know, and tha t is 
the contracts which we issue are limited in terms of recovery solely 
to the amounts set aside in reserves. The full faith and credit of the 
United States under these insurance contracts  is n ot made available 

87948— 62— pt.  3-----55
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to the pa rti es  t o th is guara nte e. I t  is lim ited to the am ounts  of the  
reserves. Th is has been establ ished.

Mr. P assman. I am tryin g to find ou t wh at th is  is all  abo ut. You 
said they set th is up  as a ful l-b low n agency wi th an  Ass ist an t Ad­
min is tra to r fo r ju st th is purpose. You have a staf f pla nn ed  of  51 
fo r fiscal 1963.

Mr. P eyser. Yes, bu t no t jus t fo r investment guara nte es.  Tha t 
staff does o th er  thi ngs n ot  ge rmane  to thi s.

Mr. P assman. Wha tev er comes in th is  fie ld o f g ua rantee ing capit al 
abroa d, wou ld th at  cover every thing , wh eth er seized by war  or  ex­
pr op ria tio n ?

IN TE R N A L  DIV IS IO N OF  ST AF F

Mr. P eyser. No, sir. Ju st  fo r th e recor d, th e I nv es tm en t G uaran tee  
Div isio n has only  15 peop le.

Mr. P assman. Fo r what purpo ses  are  the  51 go ing  to be used?
Mr. P eyser. There  is  a  F inan cial  Policy Div ision.
Mr. P assman. De aling  wi th the same sub jec t mat ter?
Mr. P eyser. No, si r;  deali ng  with  an all ied  sub jec t, the m at te r of  

fo rm ulat ing len din g polic ies general ly.  Th ere  is a Pr iv at e Ent er ­
pri se Divis ion  which dea ls wi th the enc ourage ment general ly of  pri ­
vat e indu st ry  in und erd eve loped countr ies .

Mr. P assman. Give  us the  number of  employees in each  one now.
Mr.  P eyser. Yes, s ir. I cann ot  do it here .

PE RSON N EL FO R IN V E ST M E N T SU RV EY S

Mr.  P assman. You are  try in g to ge t some money. You  are  sup­
posed  to know these  things. How many come un de r investm ent  
surveys?

Mr. P eyser. Fo r investment surv eys , we have no sepa ra te division. 
Th ere  a re two people in my office who work on inv estme nt surveys, b ut  
no t exclusively.

Mr.  P assman. Does your  office have  any th in g to do wi th approv ing 
loans out in th e F ar E as t ?

Mr. P eyser. No, si r ; we do no t a pp rove  loans. I  s it on the  De velop­
me nt Loan Com mit tee  and  m y office acts as the  sec re taria t fo r t he  De­
velopment Loan Com mittee.

Mr. P assman. W ha t we a re tryin g to do is find out  how m any  people 
are  go ing  to be used  in th is  ac tiv ity . Th e Office of  Dev elopme nt 
Fina nc e and Pr iv at e En te rp ris e cove rs a broad field. Or ig ina lly  
you  di d not know how m any  you had . You sa id “40,” and now it  is 51.

Mr . P eyser. I t  is 51 now.

PE RSO NNEL  FOR IN V E ST M E N T  GUARANTI ES DIV IS IO N

Mr. P assman. Can you tel l us how many personnel  are  g oin g t o be 
in the field fo r which you are as kin g the $180 mil lion ?

Air. P eyser. I  c an tell you  we now have 14 in th e Investm en t G ua r­
an tie s Div ision and  are req uesting  6 more to do th e job  because of the  
inc reased  am oun t of  work  involved. Th ere will e ventu ally be app roxi ­
ma tel y 20 w ork ing  in th at  are a.

Mr. P assman. Can  you g ive  us the  actua l cost ?
Mr . P eyser. I  cannot now, bu t I  can  get  th at  fo r you.
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Mr. P assman. You are asking for money. Can you tell us the price 
range these people are in, their  grades ?

Mr. Peyser. Yes. GS-15 is the senior grade in the Investment 
Guaranties Division.

Mr. P assman. Civil service or appointed ?
Mr. P eyser. Civil service.
Mr. Passman. How many are appointed ?
Mr. Warden. Not one.
Mr. P assman. We are trying to find out how much money you have 

for this category.
Mr. Peyser. I  am doing my best to answer within  my present 

knowledge.
Mr. Miller. The administra tive budget for the Investment Guaran­

ties Division and Mr. Peyser’s office is included within the general 
admin istrative expense budget.

FUN CTIONS  OF ADMINISTRATOR

Mr. Passman. Wh at are your functions other than administering 
this  guarantee program.

Mr. Peyser. I have two basic functions. The development finance 
function  is a staff function dealing , insofar  as policy-----

Mr. Passman. Dealing with what ?
Mr. Peyser. I sit on the Development Loan Committee and my 

office acts as the secretariat for tha t committee. This is a staff 
function.

The other function, generally speaking, has to do with private 
enterprise and one of those functions has to do with investment 
guaranties. The Inves tment Guaran ties Division is a separate 
division in my office.

SCOPE OF PRIVATE ENTERPRISE DIVISION

There is also a Private Enterpr ise Division which does the  job of 
encouraging priva te American business to enter into contracts with 
businessmen in the host countries and encourages the investment of 
capital and technological know-how.

Mr. Passman. Are you refe rring to investment surveys ?
Mr. Peyser. No, sir, I am refe rring  to the Private Enterprise  

Division.
Mr. Passman. What do they do?
Mr. P eyser. They isolate the needs and these needs are pointed 

out by the regions. The Privat e Enterprise  Division, working under 
me, tries  to match these needs to specific investments of capital and 
know-how from the Uni ted S tates  in order to work out jo int ventures.

Mr. Passman. To whom do they report, these people out in the 
field?

Mr. P eyser. When you say “in the field” I  want to be clear about 
that.

Mr. Passman. I am speaking of the people out in Pakis tan, for 
instance.

Mr. P eyser. The people in  Pakist an report to Mr. Gaud. The peo­
ple I  was refe rring to in the Private E nterprise Division work in the
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Uni ted St ates  to ma tch  the  needs identif ied in  Pa ki stan  to Am eric an 
investment.

Mr . P assman. Th ey  might  ta lk  some tex tile mi ll into loca tin g in 
Pa ki stan , if  they need it  ?

Mr . P eyser. I f  they need  a tex til e mil l or  a plywood fac tory they 
look to an  A me rican bus inessm an to work ou t a jo in t ventu re  wi th  a 
Pa ki sta ni .

EX PE RIEN CE  OF EMPLO YEE S

Mr. P assman. W ha t ty pe  of men  do you  usually  em ploy ? Ar e th ey  
civi l service pe rsonnel i n th is  field di rec tly  und er  you ?

Mr.  P eyser. In  the effort  we were  speak ing  of most recent ly—be­
cause  th ere are  many  ef for ts her e and there is d an ge r of  confusion—in 
the Pr iv at e En te rp ris e Divis ion  t he re  is one m an who has been i n c ivil 
service who was a G S-1 5. Th ere i s a yo ung man who has ha d no pr io r 
Gover nment  exper ience bu t has ha d in ternat iona l bus ines s ex perience.

Mr.  P assman. In te rn at io na l busine ss ex per ience i n m eet ing  pay rol ls 
or  in run ning  fac tor ies  ?

Mr. P eyser. Bo th.
Mr.  P assman. W ha t a re you ta lk ing about ?
Mr.  P eyser. Th e one man I  was  re fe rr in g to  ha d worked  with 

McG raw -Hill on an in tern at iona l bas is.

date of passage of authorization  law

Mr.  P assman. The law  unde r which you  are  req uesting  thi s ap pr o­
pr ia tion  was passe d when ?

Mr. P eyser. W ith in  the la st  2 weeks.
Mr.  P assman. Ge t yo ur  heads togeth er,  gentlem en.
Mr. T enn ant. I  t hi nk  Mr. Pe yser re fers to  th e 1962 ame ndm ents to  

the basic legis lation and that  was  preceded by th e M utu al  Securi ty A ct.
Mr.  P assman. So it w as the 1961 law ?
Mr.  T ennant . Th ere was  leg islation  befor e 1961 in the Mu tua l 

Security Act as amended.
Mr.  P assman. That  p rovid ed  p ar tly fo r th e same th ings  fo r which 

you are  askin g money to da y ?
Mr.  Tenn ant , Par tly , yes.
Mr. P assman. The p ri or legis lation has no t been repealed ?
Mr.  Miller. I t  pro vid es t he  autho riz ati on , yes, M r. C hairm an.
Mr. P assman. In  the fu tu re  claim s which may be filed will be paid 

fro m an ap pr op riat ion and no t fro m any  p rev iou s au thor ity  ?
Mr.  T enna nt . No, sir.
Mr. P eyser. I t  w ill be p aid o ut of  an  a pp ro pr ia tio n plus a ny  money 

th at  comes out of t he  fees  we charg e f or  these gu ara nte es  plus  th e exis t­
ing  borro wing  au thor ity  to  the ex ten t it  rem ain s ava ilab le.

Mr. P assman. You w ill hav e the  e xis tin g borrowing  a utho rit y,  you 
will  have yo ur  fees, an d t he  approp riat ion ?

Mr. P eyser. The fees  are  only  un til  Ju ne  30.

UN US ED  BORROWING AU TH OR ITY

Mr. P assman. I I ow much is the bo rro wing  au thor ity  total pr ev i­
ously  au tho riz ed  by th e Co ngre ss ?
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Mr.  P eyser. $199 mi llio n as of  1956, if  my mem ory serves  me 
correc tly.

Mr. P assman. An d ou t of  th at  $199 mi llio n you  hav e ha d $1,823 
losses an d you have pa id  out $650,000 ?

Mr.  P eyser. Yes.
Mr.  P assman. Tha t i s in  14 years ?
Mr. P eyser. Yes.
Mr.  P assman. An d you may colle ct the  $650,000 before  it  is over , 

dep endin g on th e ty pe  of  co ntract you ha d ?
Mr.  P eyser. T hat  or some p art  ther eof .
Mr. P assman. Why  would  you an tic ipate th at you  are  go ing  to 

hav e losses of  th is  mag ni tud e in the fu tu re , since  you  did  no t have 
them in th e p as t ?

Mr.  P eyser. We do no t an tic ipate th at we are  g oin g to  have  losses. 
We  an tic ipate there is a chance  we might  have losses. Th ere  is an 
establ ished prac tic e fo r r ese rves a nd  we w ould need th is ap prop riat ion 
to maintain these reserves . We do th in k there m ight  be a g reat er  pos­
sib ili ty  of some losses in the fu ture , pa rt icul ar ly  since the 14-year 
record  you  mentioned inc lud es ma ny of  the more sophiscated 
Eu rope an  countrie s wh ich  are closer to  us in th ei r way s of  do ing  
business.

Mr. R hodes. Mr . Ch air man , will you  yie ld at  t hi s point?
Mr. P assman . Yes.

RESERVE FU ND S OF OTHER NA TIO NS

Mr. R hodes. Ho w do th e othe r na tio ns  of  the  wo rld  hand le this 
th in g ? Do t hey  set  up  reserves  ?

Mr. P eyser. I  do no t know abou t th ei r reserve fun ds,  Mr. 
Con gressman.

Air. Rhodes. I t  would  be in te rest ing to  k now  how the oth ers  do it. 
I  am un de r the  imp ression some of  the othe r countrie s hand le it  on 
the basis of a con tra ctu al l iabi lit y.

Mr . Ch air ma n, do you  no t th in k we sho uld  ge t th a t inf orma tio n 
fo r th e r eco rd ?

Air. P assman. Yes, I  t hi nk  we shou ld, because if  we are in busin ess 
and s ell ing  on c redi t we have a  con tin gent lia bi lit y.  I am no t opposed 
to there being a rese rve,  b ut  we are  d isc rim inat ing betw een an Am eri ­
can  plan and a f oreig n pla n. AVe hav e b illions, in fact  ten s o f bi llion s, 
of fede ra lly  gu aran tee d hous ing  in Am erica th at  goes th roug h the  
ban ks,  and so fo rth , an d it  is no t a co nti ng en t lia bi lit y,  it  is a dir ec t 
lia bi lit y.  I  wou ld th in k the Go vernme nt’s com mitment  to business 
sho uld  be t hat i f t hey susta in a loss t he n we will ap pr op riat e money to 
cover th at  loss. I  can see some jus tif ica tio n fo r a small  reserve,  bu t 
wi th a loss of $1,823 in  14 years  and  ha ving  p aid ou t $650,000 you may  
ge t back , $20 milli on,  it  seems to me, would  be mo re th an  ample.

(T he  following  was su pp lie d for  the  re co rd :)

F unding of I nvestment Guarantee P rograms of Other Countries

The only inves tment g uar ant ee prog rams (as  dist ingu ished from export cred it gua ran tee  p rograms) known to exist in other coun tries  are those of the Federal 
Republ ic of Germany and Jap an,  both of which were inaugu rated af te r the U.S. program. Other countries  a re  sa id to be con temp lating such programs . In 1961, 
the  Development Assis tance  Group of the  OECD asked the  In ter na tio na l Bank



86G

for Reconstruction and Development to study the possibility of multilateral  in­
vestment guaranty systems. The staff report entitled “Multilateral Investment 
Insurance” of the Bank describes the main features of the Japanese  and German 
programs but does not report on the methods by which those programs are 
funded. It  is believed, but not here subject to confirmation, tha t the German 
program involves reserves established by appropriation. No documentary infor­
mation concerning this aspect of the programs is at this time available.

It may be pertinent  to note tha t in its examination of the possibility of a 
multil ateral  program, the Bank “assumed tha t the total amount of insurance 
writ ten  under the program, at least initially, would not exceed the equivalent 
of subscribed capital plus reserves," and stated “it would presumably be neces­
sary to assure  from the outset tha t members’ commitments fully covered the 
amount of any possible liability.” [It al ic  added.]

IN V ESTM EN T GUARANTI ES  IN  L A T IN  AM ER IC A

You have a Latin American guarantee, I think,  coming up.
Do we have any cash reserve set aside to meet the guarantees in 

this country where there is a defaul t on housing?
Mr. Peyser. We have not yet issued any Latin American guarantees, 

One will be issued this month.
Mr. Passman. You will guaran tee the investor, and you want 

money to put aside tha t you may never need. Are we doing the same 
thing in America where we are  guaranteeing on housing?

Mr. Peyser. I see your point.
Mr. Passman. Will you look into that matte r ?
Mr. Peyser. Yes.
(The following was supplied for the rec ord:)

F ederal H ou sin g Adm inistr at ion Guaranty  P rograms

The following information is based upon informal inquiries of Federal Hous­
ing Administration (FIIA ) and Veterans’ Administration  (VA) officials.

It is our understanding tha t funding of the several programs of the Federal 
Housing Administration are accomplished through different accounts. The 
home mortgage program is funded by premiums charged for the insurance of 
mortgages, which premiums amount to one-half of 1 percent. The FHA has 
carried out experimental or emergency programs which have not been able to 
be funded sufficiently by premiums. One such program, the war housing pro­
gram, had a deficit which required  supplemental funding from other accounts. 
It  is our understanding t hat  section 219 of the National Housing Act permits the 
FHA to borrow from one program account to fund another program.

It  is our understanding tha t the VA housing guaranty program does not con­
tain provision for premium charges. Prior  to July 1961 the VA housing program 
was funded through appropriations based upon estimates of the funds that would 
be required to cover losses for the subsequent fiscal year. Subsequent to July 
1961 it is our understanding tha t funding has been based upon profits available 
from direct loan operations and the tran sfer  of these funds to the loan guarantee 
revolving fund. When there are insufficient funds in this revolving fund, the 
VA secures funds through borrowings from the Treasury.

L A TIN  A M ERIC A N H O U SIN G  GU ARANTE E RI SK S

Mr. Passman. Is the risk "renter under the extended-risk invest­
ment guarantee  program for Latin American housing than  under the 
specific-risk investment guarantee program ?

Mr. Peyser. Presumably the Congress has answered th at question 
for  us.

Mr. Passman. Why would the  risk be any g reater in one field than 
in the other ?
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Mr. Peyser. Because from a business point of view the  risks are 
grea ter in housing and because the need for Latin American housing 
has been established to be so central and so im portant to the develop­
ment of these countries that  in order to encourage American insti tu­
tional investors to lend money on a mortgage  basis on housing, this 
extended-risk investment guarantee program has been decided upon 
as a useful tool.

AVERAGE LE NG TH  OF GUARA NTE E

Mr. Passman. Wh at is the  average length of t ime the guarantee is 
in force?

Mr. Peyser. Twenty years  is the contract limit.
Mr. Passman. In  effect, you are guaranteeing the contractor  

against a loss?
Mr. Peyser. In  most cases in the  Lat in American housing program 

we are not.
Mr. Passman. What are you guaranteeing ?
Air. P eyser. In  most cases the applicat ions tha t we have on file run 

in favor of the insti tutional investor.
Mr. P assman. Who is the investor  ?
Air. P eyser. Insurance companies, pension funds, investment bank­

ing houses—not the builder himself.

ENCOURAGEMENT OF U.S . CA PIT AL  DRAIN

Air. Passman. Do you not thin k we have made it too attrac tive to 
drain capita l out of the United States? We have a serious balance- 
of-payments  deficit. The gold is flowing out so f ast we do not know 
how to stop it. Is this not making it more at tract ive for the Ameri­
can investor to go abroad, where he has less taxes and people easier 
to deal with?  Are we not just making  it  mighty easy fo r a business­
man to get his capital  out of America and to invest it where he is 
guaran teed against any loss? Do you see where it  would be attract ive 
to them ?

Air. Peyser. If  you are talking about Europe -----
Air. P assman. I am talking  about any place on the face of the  earth. 

In  the Congo th at man probably was disappointed he got his money 
back so fast,  even before he had lost it. Do you not thin k this pro­
gram is leading capital out of  this country ?

Air. P eyser. I think  we have been trying to lead capital to the un­
derdeveloped countries, and for the underdeveloped countries we are 
responding to an overriding need.

Mr. Passman. But it is t rue  that, you lead capital  to Europe , and 
they make a tremendous profit there and then they can move to an 
underdeveloped country and invest the profit ?

Air. P eyser. Nothing in our  program leads people into Europe.
Air. P assman. You have plenty of American businessmen operating 

in Europe, do you not ?
Air. Peyser. Yes, but there is now no relationship to our program.
Mr. P assman. They can make the ir profit in Europe  and then move 

into an underdeveloped country with tha t profit and not have to 
pay income taxes on it ?

Mr. P eyser. No, sir. As I understand,  under the tax bill-----
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Mr. Passman. What tax bill ?
Mr. P eyser. The tax  haven b ill ; they could take money made any­

where.
Mr. P assman. You have no applications pending for  claims at this 

time?
Mr. Peyser. No claims; no, sir.

AMERICAN BUSINESS INVESTMENTS IN OTHER COUNTRIES

Mr. P assman. Of course, you have many people working under yon 
try ing  to ge t American businessmen to go abroad looking for invest­
ments. Do you find those people receptive to our willingness to co­
operate with th em; that  is, the leaders in these countries ?

Mr. Peyser. Tha t varies from country to country.

DANGERS OF EXPROPRIATION

Mr. P assman. Do you go in where there is a chance of the property  
being expropriated ?

Mr. Peyser. You are ta lking about American capital?  American 
businessmen, of course, are cautious about going in countries where 
there is a chance of thei r property being expropria ted.

Mr. Passman. I s the American Government cautious about gua r­
anteeing investments where it thinks the danger of expropriation  is 
grea t ?

Mr. Peyser. If  the Government thought the danger of expropriation 
was great they would not encourage American business to go there.

Mr. P assman. On page 5 of your statement, you sa y:
We have in mind, especial ly, projects  in are as where  chronic instability  of an 

economic or political na ture is now ac ting  to d iscourage U.S. investments.
Tha t means you are encouraging investments in those areas, are 

you not ?
Mr. P eyser. Yes, sir. This has to do with the all-risk authori ty. 

The Senate report , in talk ing about the all-risk  author ity, stated it 
was—
designed to at trac t private cap ita l to are as where chron ic instability , combined 
with strong nat ionalis tic att itu des and adm inis trat ive  inexper ience, serves  to 
discourage  investment.

Mr. Passman. Why force ourselves in if we are not welcome ? Why 
do we not just go into countries tha t are receptive to our plans? Even 
in Latin  America, could we not pick out just three or four  nations that 
cooperate and go there ?

Mr. P eyser. I am not sure I  understand your question, Mr. Chair­
man.

Mr. Passman. If  you find three  or four  friendly Latin  American 
countries, where the leaders indicate they are pro-American, if we 
would go in with a sound program and take outside investment in, 
and show the other countries what could be done where you have 
public officials who want  to cooperate, would tha t not be better than 
spreading it all over the world?

Mr. Peyser. Tha t is precisely what we are doing, among other 
things, in our priva te enterprise efforts. Right now we have identi­
fied one country in each of the four regions to sta rt just such a pro-
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to type  prog ram, because we find the y are fr iend ly  cou ntr ies  where 
there  is rea l possibil ity  of grow th  in  the  near  future .

Mr. P assman. I f  you  wou ld rea d the he ar ings  you  wou ld see th at  
in  101 n ations an d ju st  abo ut  every  B ri tis h possession , a ll you  hav e to 
do is lan d in one of  the m an d spend 2 hour's  an d we hav e a forei gn  
aid p rogram  th ere .

You are  tr yi ng  to g et  $180 mi llio n the re  is no  in dic ati on  yo u need.
I f  you were  in business an d wante d to inv est  abro ad, wou ld you  no t 

be wi llin g to f ollow t he  cr ite ria  es tab lish ed in the p as t 14 yea rs, du ring  
which no losses were suf fered;  an d wou ld you  no t feel you  ha d suffi­
cient securi ty if  th e Go vernm ent said, “I f  you  susta in  any  losses we 
will reim burse you af te r you pro ve  you r cla im ” ? W ou ld you  be s at ­
isfied to  go in  there w ith  th at a ssu rance ?

Mr.  P eyser. Yes, I  wou ld, M r. C ha irm an.
Mr. P assman. Th en  why------

JU ST IFIC ATI ON FOR IN VE ST MEN T GUA RAN TEE  PROGRAMS

Mr.  P eyser. Let  me ex plain my ans wer, Mr . Ch air ma n.
W ha t I  mean, very sim ply , is th is : Fr om  my po in t of view as a 

newcomer to th is Agenc y, the inv estme nt gu aran tee techniqu e is an 
ext rem ely  va luable  one to br in g pr iv at e inv estme nt int o the underde ­
velo ped countri es. I  come in to  t he  Gover nment  a t a t im e when the re 
has  been an establ ished syste m of se tti ng  up rese rves fo r 14 yea rs fo r 
the  gu ara ntees th at  are issued, no t the guara nte es  pa id  ou t again st. 
I t is on th at bas is we come to you and make ou r r equ est  fo r t he  neces­
sary rese rves  based on th e sys tem establishe d by the  executive d ep ar t­
ment,  consented to by the Congres s, an d as a m at te r of fact  ac tua lly  
imposed  by the Congres s, in the past.  Fr om  the sta nd po in t of  the  
inv estment guara nte e, obviously the ince ntiv e is the  same an d I  agree 
with  th e ch airm an  i f the lia bi lit y is th e lia bi lit y of  the  U ni ted State s 
I,  as a citi zen  of the Uni ted State s, would  be wi lling  to tak e th at  con­
tra ct . Th ere  are obviously  reasons why  reserves have been fou nd  to be 
pr ud en t. I  hav e not inv estig ate d those reasons. I  hav e tak en  th at  
system as th e establ ished system  fo r 14 years.

Mr . P assman . H ow lon g hav e yo u been in the Gover nm ent ?
Mr. P eyser. Th ree mon ths.
Mr . M iller. Mr . Ch air man , there is one othe r th in g which  Mr.  

Pe yser  mentio ned . I t  is my un de rs tand ing th at  the fu ll fa it h  and  
cr ed it of  the Un ite d St ates  is no t on the line  un de r the  investment 
guara nte e. Th e stat ut e sta tes  th at gu ara ntees shall  be obligatio ns 
only  to  the  ex ten t of  the pro bab le ul tim ate ne t cos t to  the Un ited 
States  of all  ou tst an ding  guara nte es,  so u nles s we h ave some reserves  
the fu ll fa ith  and cre di t of  t he  U ni ted St ates  is  n ot  beh ind  an  inv est ­
me nt g ua rantee  con tract.

Mr.  P assman. Y ou mea n th a t $199 mi llio n au thor ity , un de r which 
you  h ad  $1,823 losses in 14 yea is. wi th  $650,000 pa id out , is not  av ai l­
able  to m eet c laim s if  we ha d th em  ?

Mr.  M iller. Y es ; it is.
Mr.  P assman. And  based on yo ur  rec ord , yo ur  presen t au thor ity  

wou ld be good fo r 1,000 yea rs ju st  abou t, wou ld it  not?
Mr.  M iller. Mr . Ch air ma n, as w’e have  sug ges ted , if  t he  prog ram 

grows a t th e r ate i t is g row ing ------
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Mr. Passman. But you are talk ing about a contingent obligation. 
I am in business and I am permitted to set up a reserve based upon my 
losses. I may have $150,000 outstanding on receivables and my en­
dorsement may be on an additional $150,000, but there is a record of 
what my losses have been per year for the past 10 years. I am not 
permitted to continue to build my reserves up on losses I cannot show 
I might sustain in the next year.

In  th is case, our Government is guaranteeing these losses, and you 
are defending the  categories in which they are guaranteed. You have 
been going 14 years and have suffered no losses to speak of, yet you 
want to pyramid the reserves; furthermore, you say you do not have 
any claims pending and do not know th at you will have any claims 
made upon the U.S. Treasury  during fiscal 1963.

It  appears to me you people could be as realistic with th is program 
as we are in America. We guarantee  tens of billions through the 
banks and insurance companies on F HA  loans, in the event a loss is 
sustained.

But you people will build a huge building, and this aid program 
will go on, and if you ask for  $180 million and get it  you will ask for 
more, and you may have half  a billion dollars without a single claim 
made against  this large appropriation for any losses sustained. If  
you had been more reasonable I would have thought there was some 
justification fo r your request.

MEANING OF COUNTERPARTS IN  HOST COUNTRIES

What has your office done to  “put in motion a number of concrete 
operations designed to increase the partic ipation of American com­
panies and of thei r counterparts in the host countries” ? What do 
you mean by the phrase “their counterparts” ?

Mr. P eyser. I mean private  enterprise in the  host countries.

EXTENT OF GUARANTEE

Mr. Passman. If  a North Carolina manufacturer has a wholly 
owned mill in Pakistan, is he guaranteed his entire investment ?

Mr. Peyser. Yes, for specific political risks.
Mr. Passman. We wan t to know, by letter, how fa r th is guarantee 

goes and what you are guaranteeing. You guarantee a bank against 
a loss, but do you also guarantee the shipbuilder domiciled in Mis­
sissippi ? I am familiar  with chargeoffs and expense accounts. So, 
give us a lette r spelling out what you are guaranteeing, because, as 
it stands now, none of us knows. You may be guaranteeing a profit. 
If  you are guaranteeing these people against any type of loss, such as 
the loss indicated in Taiwan, this is jus t about the most lucrative thing 
conceivable.

Will you give us a lette r covering the matter, because we do not 
know what, you are guaranteeing.

Mr. Peyser. Yes, sir.



(The information follows:)
Coverage Provided Under AID Guarantees

AID has  two basic types  of guara nte e aut hor ity . The first, which is a con­
tinu atio n of the specific risk  guara nte e prog ram adm inis tere d by ICA, FOA, 
and EGA in the  past, protects U.S. investors again st loss of their  inve stme nts in 
proj ects  in the underdeveloped  countries where such loss is caused  by incon­
ver tibil ity of the foreig n curren cy, expropriat ion, or damage from war, revolu­
tion, a nd insur rection.

The gua ran tee  again st inco nver tibil ity is not  a gua ran tee  aga ins t general and 
nond iscrim inato ry devalua tion. Wh at it  does ass ure  the investor is th at  he 
will be able to get out  of the  foreig n cou ntry  his act ual  earn ings at  a ra te  of 
exchange  which is rea list ic at  the  time the  inve stor  is blocked. This  rea l­
istic rat e is dete rmin ed by looking firs t to the ra te  used by the U.S. Customs 
Bureau in assessing dut ies  on impo rts into  the  Unite d States from th at  foreign  
country . If  ther e is no such rate, the  con tracts  look to the ra te  applic able to 
exports from the United  States into  the  proj ect country. When the  inves tor 
estab lishes  th at  he is tota lly  blocked, or for  al l pra ctic al purpose s to tal ly blocked, 
because the only ra te  at  which he can come out is a discriminat orily high, AID 
will buy the  inve stor ’s blocked currency, using a ra te  which is 95 perc ent of the 
rea list ic ra te  of exchange determined in accordanc e with  the  contr act. The 
5-percent  deduc tion is to allow for  such char ges as tra ns fer commissions, stam p 
taxes , cable tra ns fer charge s, which are norm ally borne  by inve stors  tra ns fer­
ring  foreign curr encies in dolla rs. The amoun t of foreig n currency which an 
investor may tra ns fer is limit ed to 200 percent of his orig inal  investm ent.

The expr opriation guara nte e assu res the  Amer ican inve stor  of dol lar compen­
sation where  foreig n governme ntal action depr ives  him of sub stantial control 
over the inves tment pro per ty for 1 year, or for th at  period  prev ents  debt  serv­
icing on a loan investme nt or destr oys the  value of the  foreign enterp rise  as a 
going concern. The mea sure  of the  relie f to be provided the investor is esse nti­
ally  his sh ar e1 of the net  book value of the  pro ject in the  case of an equity  
investor, or in the  case of a loan investor, the  prin cipal balance and accrued in­
ter es t owing on the  dat e of exp ropr iatio n. In  neither case is the  inve stor  g uar ­
ante ed a profit. In order to obtain relie f under the  g uar antee,  the  inves tor must 
assig n to AID all  his rights  and  claims in connection wit h the  expropriated in­
vestment.

In the  case of loss arisin g out  of war, revolution, or insu rrec tion , the  investor 
is compensated for  an agree d perce ntage of the  dama ge to physical proi>erty 
cause d by the war , revolution, or insur rection. Again, thi s is not  a gua ran tee  
of profits , but insu rance a gains t a  cata strophe.

The  second basic type  of AID gua ran tee  is the  exte nded -risk  guara nte e which 
might be rega rded  as a successor to the guara nte es issued by the  corp orate 
Development Loan Fund. These  gua rantees  ar e inten ded to cover loss from 
any reaso n other than  the  inv estor’s own fa ul t or gross miscon duct or loss 
arisin g out of normally ins ura ble  risks . The inv esto rs ar e to he coinsu rers, 
since the gua ran tees will not  cover 100 perce nt of the  inves tmen ts. It  is con­
templat ed th at  these guarantees would be used to suppl ement ra th er  tha n dupli­
cate  the  coverage provided und er the  specific ris k gua rantees. It  is fu rth er  
contemplated th at  ju st  like the specific risk guara nte es, the  exten ded risk  guar­
antees will not insure  pote ntia l as  distin guished from  actual ly earn ed profits on 
an inves tmen t. As in the  case of the specific ris k gua ran tees aga inst expro ­
pria tion , to obtain rel ief und er the extend ed risk  guara nte e the investor would 
have to assign  to AID all his rig hts  and claims  in connection with  the loss.

The Latin American housing gua ran tee s are  applica tion s of the extended 
risk  coverag e to inve stme nts in qualifie d Lat in American housin g projects .

The categ ories  of inve stors eligible  for  gua ran tee s are defined in sections  
22 1( b)  and 224 of the Foreign Assi stance Act. Wholly owned oversea sub­
sidi arie s of U.S. corp oration s themse lves sub stantially  beneficially owned by 
U.S. citize ns are eligible for specific risk  gua ran tee s and  for  extended risk  
gua ran tee s othe r tha n those  auth oriz ed und er section  224 for Latin American 
housing projects.

1 L im ited  to  200  pe rc en t of  hi s or ig in al  in ve st m en t.
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Mr. Passman. Would the same type of consideration be extended 
to the U.S. firm where it is a wholly owned subsidiary, under the tax 
provosions of the present law ?

Mr. P eyser. I am sorry, I do not understand the question.
Mr. P assman. There are certain tax advantages given to American 

enterprises  located abroad, and I wonder if  those advantages are ex­
tended to a wholly owned subsidiary or a part ially  owned subsidiary 
of an American company. I think I know the answer, but I would 
like to get it from you.

Mr. P eyser. Are you asking a  question dealing with the applicabil­
ity of the tax law ?

Mr. Passman. Tha t is correct, because with the advantages of a 
businessman going abroad to save income taxes, and with the advan­
tages and the guarantees, tha t combination, is a tremendous incen- 
begun. With tha t kind of guarantee , it will not be necessary for 
your people to encourage American businessmen to go abroad, we will 
need somebody to encourage them to stay at home. The tax advan­
tages and the guarantees, tha t combination, is a tremendous incen­
tive to businessmen to go abroad.

Mr. P eyser. In answer to your question I think it should be stated 
tha t our specific-risk guarantees do not guarantee against  everything. 
The Taiwan situation you referred to was a gua rantee  under a differ­
ent statute. We are talking about three types of investment guaran­
tees. The specific-risk guarantee-----

D E FIN IT IO N  OF SPE C IF IC -R IS K  GU AR AN TE E

Mr. Passman. H ow do you define a specific-risk guarantee?
Air. P eyser. Where we guarantee against inconvertib ility-----
Mr. Passman. Tha t means if  there is mismanagement in a country 

and you cannot convert the local currencies into dollars ?
Mr. Peyser. If  you cannot convert the moneys due to you in the 

local currency into dollars this guarantee will cover th at; yes.
Mr. Passman. Do you realize tha t in Laos we were supporting  the 

kip at 35 to 1 when the actual value was 110 to 1 ?
Mr. Peyser. This is not a guarantee agains t devaluation. I t is a 

guarantee you will receive dollars at the going rate.
Mr. Passman. If  you are supporting a ra te tha t is three  times the 

realistic rate, would the businessman be guaranteed at tha t rate? 
You have two rates, the official rate and the  unofficial rate. We would 
have to support it a t the official rate, would we not ?

Mr. Warden. We do not get trapped into things like that.
Air. P assman. AVe got trapped in Laos.
Air. Peyser. Not on this program.
Air. Passman. Can you give us a letter  t ha t our Government sup­

ports  these investments a t the unofficial rate or at the official rate?
Air. Warden. Under the specific-risk guarantee we use the free 

market rate or the official rate.
Mr. P assman. We have been trapped all over the world in situations 

of tha t nature. Are you familiar  with what happened in Laos ?
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Mr. Warden. No, sir ; th at is not my region.
Mr. Passman. You are in tha t part of the world, are you not? You are trying to get American industry into underdeveloped coun­tries, are you not ?
Mr. Warden. Not into  Laos.
Mr. P assman. Laos is an underdeveloped country, is it  not?
Mr. W arden. Yes.
Mr. P assman. Wh at about Cambodia?
Mr. Warden. We are not doing anything there.
Mr. Passman. They are eligible, are they not ?
Mr. Peyser, lliere  has not been an intergovernmental agreement signed.
Mr. Passman. You have a textile mill in Cambodia?
Mr. Peyser. Not pursuant to priva te investment t ha t is guaran teed under this program.

COUNTRIES WHERE INVESTMEN T GUARANTEES ARE AVAILABLE

Mr.
Mr.
Mr.
Mr.
Mr.
Mr.
Mr.
Mr.
Mr.
Mr.
Mr.
Mr.
Mr.
Mr.
Mr.
Mr.
Mr.
Mr.

Passman. Can you tell us which countries you are in ? Peyser. Yes, sir.
P assman. H ow many are you in ?
Warden. Fifty -nine .
Passman. Fifty-n ine underdeveloped countries?
Warden. No, 45 underdeveloped countries.
Passman. You are in Afghanistan?
Warden. Yes, sir.
Passman. You are in Yugoslavia?
Warden. Yes.
Passman. You are in Togo ?
Warden. Yes, sir.
P assman. You are in Morocco ?
Warden. Yes, sir.
P assman. And you are in Ira n ?
Warden. Yes, sir.
Passman. Are you familiar with their budgetary system? Warden. A little  bit.

Mr. 1 assman. If  you are familiar with thei r budgetary system a little  bit you would want  to take back what you said, and I  would uivo you permission to do so.
We shall put th is list o f countries where investment guarantees are available in the record at  this point.
(T he lis t follows:)
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Countries  W here I nvestment  Guarantees Are Available, J une 1, 1962
Co nvertib ili ty Ex propria tio n Wa r ri sk

A fg ha ni st an A fg ha ni st an A fg han is ta n
A rg en tina
Bol iv ia Bol iv ia
Ch ile
China , R ep ub lic  of China , Re pu bl ic  of China , Rep ub lic  of
Co lom bia  1

C os ta  R ica Cos ta  Ri ca
Dom in ican  R ep ub lic Dom inican  R ep ub lic Dom in ican  R ep ub lic
Ecu ad or E cu ad or
El  Sal va do r El  Sal vad or
G ha na Gha na
Gr eece Gr eece
G ua te m al a 1 G uat em al a 1

Guine a Guine a Guine a
H ait i H ai ti
H on du ra s H ond ur as
In dia In dia
Ir an Ir a n
Is ra el Is ra e l Is ra e l
Iv or y Coa st Iv or y Coa st Iv or y Co as t
Jo rd an Jo rd an Jo rd an
Korea Kor ea Korea
Lib er ia L ib er ia Lib er ia
M alay a,  F ed er at io n of M al ay a,  F ed era ti on  of
Morocco Mo rocco Morocco
Nepal Nep al Nep al
N ic ar ag ua N ic ar ag ua N ic ar ag ua
Niger Niger Niger
P ak is ta n P ak is ta n P ak is ta n
Panam a Pan am a P anam a
P ara guay P ara guay
Per u
Phi lipp in es Phi lippin es
Port ugal P ort ugal
S ie rr a  L eone S ie rr a  L eone S ie rr a  L eone
Spa in Spa in
Su da n Sud an Sud an
T hai la nd T hail and T hai la nd
Togo To go Togo
T un is ia T unis ia T unis ia
T ur ke y T urk ey
U ru g u ay 1 U ru g u a y 1

Vie tnam V ie tn am V ie tn am
Yug os lavi a Yug os lavi a

1 Agreement not in force until ratified  by co untry’s legislative body.
iNotb.—An agreement with Ethiopia  was signed August 3, 1962, covering convertibili ty expropriation , and such othe r risks  as maj' be agreed upon.



875

Although the Mutual Security Act of 1959 excluded economically developed 
countrie s for  purposes of the inves tmen t guara ntee program, gua ran tees are  
stil l avai lable  for  the  underdeveloped oversea  dependencies of the  following coun tries :

Co nvertib ili ty
Belgium
Denmark
France
Netherlan ds
Norway
United Kingdom

Expro priat ion
Belgium
Denmark
France
Nether land s
Norway

War risk

The following countries also have signed the agreement to partic ipa te in the  
investm ent guara nte e program but due to the Mutual Secur ity Act of 1959 
gua rantees  may no longer  be issued for  investments the re:  Aus tria; Finla nd ; 
Germany, Fed era l Republic of;  Ire land ; Ital y;  Ja pa n;  and Luxembourg.

Cuba signed the agreement in 1957 for  convertibil ity and expropr iation but  
due to conditions exis ting  in th at  country  the prog ram is inoperative there .

Mr. P eyser. Tha t list is as of Jun e 1. There may be one or  two 
more that were added afte r that.

M r.P  assman. I Tow many are there ?
Mr. Warden. There should be 59, of which 45 are underdeveloped.
Mr. Ford. Mr. Chairman, it might be well to list the number of 

investment guaran tees for each of the countries and the dollar amount 
involved.

Mr. Passman. We have asked for tha t data. Actually, we have 
had an established loss of $1,823 as of this time, and you have paid 
$650,000 tha t you may recover, and you are going to check into that?

Mr. Peyser. Yes, sir.
(The in format ion follows:)
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Mr. P assman. This is during 14 years, during the time we have been 
cultivating the friendsh ip of these people with our dollars, and they 
should feel more friendly  toward us now than when we started 14 
years ago. You may never have a claim filed, and tha t is why i t is 
difficult for me to understand why you need this money.

I nvestment Surveys

I think the Agency came in 4 years ago and requested funds for in ­
vestment surveys, and the justifications were so weak it  was on Mr. 
Gary’s motion tha t we lef t it  out. You came back the following year, 
and you had spent money for this purpose out of some other appro­
pria tion ; we asked if you had read our report, and the man who was 
appearing before us said he had not read the report. You got this 
item back in a compromise last year with the other body and you re ­
ceived $1.5 million. Have you spent the entire $1.5 million?

Mr. P eyser. No, sir.
Mr. P assman. I low much have you spent ?
Mr. P eyser. At the moment we have not disbursed anything. We 

have entered into one contract.
Mr. Passman. For  how much ?
Mr. P eyser. $1,750.
Mr. P assman. You have entered into one contract for $1,750 ?
Mr. Peyser. We entered into a contract with the Archer, Daniel, 

Midland Co.
Mr. Passman. Where is that company domiciled?
Mr. P eyser. Minneapolis.
Mr. Passman. Where are they going ?
Mr. P eyser. Pakistan.
Mr. P assman. Are you actually serious tha t you want  to add $500,- 

000 to the $1.5 million, when you have approved only one applica­
tion for $1,750 out of the $1.5 million on hand ?

Mr. P eyser. Yes, sir. Tha t is because we have just been able now 
to work out our guidelines. We have now been able to publicize thi s 
so tha t the public knows about it. We now have many applications  
pending which are ready for issuance. This  program is just  ready 
to get underway.

Mr. Passman. Can we have a list of those, the companies, and 
where they are domiciled ?

Mr. Peyser. Yes, sir.
Mr. Passman. If  all of these should materialize, all of them, and 

since you have only spent $1,750—and tha t has not been spent, only 
obligated; is that right  ?

Mr. Peyser. Obligated.
Mr. P assman. You have obligated it, but the man has not gone out 

there yet ?
Mr. P eyser. No, sir. We just signed the contract.
Mr. P assman. If  our imagination is drawn upon to the fullest ex­

tent, and if all of these should materialize, it would only call for 
$693,000; is that  right  ?

Mr. P eyser. Tha t is right, but this is just the beginning of a pro­
gram. We seriously expect this program will involve a considerably 
larger  sum.
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INTERCONT INEN TAL HOTELS CONTRACT

Mr. P assman. Inte rnat iona l Hotels. Who a re they ?
Mr. Peyser. Intercont inental Hotels.
Mr. Passman. You give an abbreviation, and I did not know just 

what it meant.
Mr. P eyser. It  is a subsidiary of P an American Airways.
Mr. Passman. Does Pan American Airways  need $25,000 to  have 

the United States encourage them to open a hotel?
Mr. P eyser. That is in the  Congo. It  is an application tha t is now 

being processed, Mr. Chairman.
Air. P assman. I believe th is same company got  a loan for a hotel in 

India. Would you check that matter?
Mr. Peyser. Yes.

APPLICATION FROM D.C. TRANSIT

Mr. Passman. You have the D.C. Transit . Tha t is O. Roy Chalk , 
who has a pretty  profitable operation here. He wants $80,000 to go 
to the Philippines.

JOHNS-M AN VIL LE APPLICATION

You have Johns-Manville.
Mr. P eyser. Asbestos manufacturers.
Mr. Passman. They are worldwide, are they not?
Mr. P eyser. Yes, sir.
Mr. Passman. Did you have any trouble encouraging them to file 

an application for  $6,800 to go to Bolivia  for a survey ?
Mr. Peyser. Johns-Manville might  very well not be interested other­

wise in making the investment.
Mr. P assman. Do not firms like Johns-Manville have surveys made 

for which they spend millions a year to determine where they should 
invest their money ?

Mr. Warden. We are trying  to put them to work there.
Mr. P assman. You think you can prevail  on Johns-Manville  to go 

to Bolivia to see if they want to go in business there ?
Mr. F ord. Mr. Chairman, will you yield?
Mr. P assman. Yes.

JUSTIFICATION FOR INVE STM ENT SURVEY PROGRAM

Mr. F ord. Here we have a li st of 59 countries in which we have in­
vestment guarantees, and here is another list-----

Mr. Peyser. These are the guarantees outstanding.
Mr. Ford. This  is a list of countries where investment guarantees 

are available and this  is a list where you have guarantees outs tanding?
Mr. Peyser. Yes. We may not yet have been able to get the 

guarantees processed in the countries  that have been added to the  list.
Mr. Ford. But, as I  understand, you have had a grea t upsurge in 

applications for investment guarantees?
Mr. P eyser. Yes, sir.
Mr. Ford. And all, or practically all, of this upsurge in interest 

came about wi thout the investment survey p rog ram ; is tha t correct?
Mr. P eyser. That is right .
Mr. F ord. Then why do you need the investment survey p rogram?
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Mr. P f.ysf.r. Because we do not think the surface has been scratched 
in terms of what private  enterprise  can do in underdeveloped coun­tries.

Mr. F ord. You consider this upsurge you have had in applications  
inadequate ?

Mr. P eyser. I think with the tools the Congress has given us, plus our other abilities to encourage priva te investment, we may be suc­cessful in having American business go into underdeveloped countries with capital to a greater extent than  they have now.
Mr. F ord. I think the record is pretty  good when you look at  th is list and what you have told us about the increase in applications, all of which has been done without the  investment survey program.
Mr. P eyser. Despite the increase, Mr. Congressman, the net private  investment, for example, in Latin America, this past year has been disappointing.
Mr. F ord. But fo r other reasons.
Mr. Peyser. For  other reasons. And it seems to us we have an obligation, i f we want to make thi s not only a government-to-govern- ment opera tion but also a priva te investment operation, to do what­ever we can to encourage private  investment to go into L atin  America and other underdeveloped countries. So while this indicates an up­surge in investment guarantees, t ha t is a very small amount compared to the potential and compared to the total uninsured investment du ring  that  period.
Mr. Ford. Can it not be argued you have done so well, relatively  speaking, in the last 3 months tha t you do not need this relatively  small amount?
Mr. P eyser. I think the chairman’s comments are relevant here to some extent. The investment survey, as we see it, is likely to assist the medium-sized and small companies even more than  the  large com­panies. It  is designed to assist the small companies that might not invest unless they got some assistance a t the feasibil ity study level, such as in put ting  a milk factory in Bolivia.
Mr. F ord. I am not convinced that  the amount requested for the in­vestment survey program will accomplish what we want done. I th ink the  previous record is evidence you do not need it. I am familiar with  relatively small companies in my d istrict and it is the political environment and not the investment survey tha t is important.

IM PO RTANCE OF SO UN D PO LI TI CAL EN V IR O N M EN T

Mr. Peyser. The political environment is very important, but be­fore they get to the point of deciding if the political environment would inhibit them, they must know if there is a feasible business enterprise they can start  there.
Recently I  attended the World Trade Conference in Chicago and I had literal ly dozens of inquiries directed to me personally because I  listed the investment survey among the many tools we have, many in ­quiries saying this would be a great help in gett ing over the hurdle in the medimum-sized community.
Mr. P assman. Intercontinental  Hotels is a subsidiary  of Pan Amer­ican Airways, and, of course, weather permit ting, they are in and out of the Middle Eas t every day, are they not? They are presently building a hotel, I believe, in India ?
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TR AN SA CT IO NS  W IT H  IN TE R C O N TIN EN TA L  HOTE LS  COR I’.

Mr. Peyser. I do not know that.
Mr. Passman. And no doubt with borrowed money out of the' 

Development Loan Fund.  Let us find out if that  is true.
Mr. Tennant. We will check that, sir.
Mr. Passman. Let us check it now.
This subsidiary of Pan American, are they requesting money to- 

build a hotel either in India  or Pakistan ?
Mr. Miller. We will be glad to check that, Mr. Chairman.
Air. Passman. If  it is true, did we pay the expenses of this sub­

sidiary of Pan American to make a survey in India  or Pakis tan, or- 
both ? Does anyone here know the answer to th at question ?

Mr. Miller. I do not know, Mr. Chairman, but we will check that.
Mr. P assman. You do not know of any money given to them to' 

make such a survey, do you ?
Mr. Miller. Under the investment survey program no money has 

been spent for that.
Mr. Passman. Do you know of any other money you have given 

Pan American to survey possibilities for their  hotels out there?
Mr. Miller. I personally do not.
Mr. P assman. Do you think the fact you will give them $25,000 to 

go to the Congo would have anything to do with  their  going or stay­
ing away?

LIS T  OF  IN V E ST M E N T  SU RV EY  APP LI CATIO NS

Mr. P eyser. Mr. Chairman, this is a list of applications.
(The li st follows:)

Sta tus  of app lications fo r A ID  par ticipat ion  in  investmen t surveys in  process wi thi n 
A ID

[In thousand s of dollars]!!
----------- \

Proje ct Co un try Est imated 
tota l cost

Africa-Europe :
1. Jay F. Ra inw ear.- . . . . ....... ...... Apparel manufacturin g. 

Cem ent  block.................
Niger ia 20.0

11.0
18.8
25.0
6. 0

2. Afram Contin ental Corp.............. Sierra  Leone3. Afram Con tinental Corp......... ___ do..... ........... ........ Nigeria4. International Hotels. ________ Ho tel ........... ................ . . Congo5. BID CO___________________ Foun dry .............. Nigeria
Su btotal..... .................. . ............. 80.8

Fa r Eas t:
1. Kelvin E ngineering. ..................... Sugar mil l _____ Vietnam 15.4

80.02. D.C . Trans it___ ____________ Transit  system Phi lipp ines
Subto ta l. .. ________ __________ 95.4

La tin  America:
1. Kelsey Hayes C o..___ ________ Housing Centra l a nd  South 

America.
Cos ta Rica

50.0

5.0
10.0
6.8

390.0

25.0

2. Hogan & Co ................ .................. Internationa l sugar3. Contro les Automaticos ................. Machine tools . 7 . __ Brazil4. Johns-Manvi lle........ . . ............. . Asbestos building ma­
terials.

Ply wood man ufac tur­
ing.

Milk  factory________

Bolivia
5. Evans  P roduct s Co.............. ........ Hondu ras
6. Bresler Ice Cream Co_________ Colombia , ete*

Su btotal................... . ...................... 486.8

30.0
Nea r Eas t-south Asia:

1. Jefferson Lake  Su lphu r.. ............. Plastics________ ____ Tu rkev
To tal ..................... . ......................... 693.0X
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Mr. Passman. I)o you think if they wanted to go out there this 
consideration would have anything to do with it ?

Mr. Peyser. It  might or might not have.
Mr. P assman. What  about O. Roy Chalk of the  D.C. Transi t Co.? 

Do you think the fact you will give this multimillionaire $80,000 
to go to the Philippines will have anything to do with his going out 
there ?

Mr. P eyser. He has no t gone yet but it may very well. It  could or 
could not.

Mr. Passman. Johns-Manville Co. is one of the largest asbestos 
companies in the world, is it not ?

Mr. Peyser. Tha t is right.
Mr. Passman. They are asking for $6,800 to go to Bolivia and see 

if they want to put an asbestos company there. Do you think  this 
$6,800 would have anyth ing to do with their  going to Bolivia?

Mr. P eyser. It might very well in the case of Bolivia.
Mr. P assman. Off  the record.
(Discussion off the record.)
Mr. P assman. But these are only applications, and if  you approved 

every one of them t ha t would only call fo r $693,000 ?
Mr. Peyser. Yes.

STATUS OF AP PL ICAT IONS  FOR IN VE ST MEN T SURVEY PROGRAM

Mr. Passman. And out of the $1.5 million we appropria ted last 
year you have obligated only $1,750?

Mr. Peyser. Tha t was solely because it  took several months to get 
this program organized and we are now getting this particular func­
tion ready to go.

Mr. Passman. Wh at amount did you ask for last year?
Mr. P eyser. I was not here last year.
Mr. P assman. Did you no t have some money out of the contingency 

fund  the year before ?
Mr. Miller. For investment surveys, Mr. Chairman?
Mr. Passman. Investment incentive.
Mr. Miller. I do not believe the investment incentive fund has 

anyth ing to do w ith this. I was not here when it  was first used but  
I think  it was for an en tirely different purpose.

Mr. Passman. If  the committee extended you the invitation a t this  
time to withdraw your request for this $2 million, would you do so?

Mr. Peyser. I do not think so.
Mr. Passman. But  if you do not get any more applications than  

you now have you would not need $2 million, would you ?
Mr. Peyser. We expect to get more.
Mr. Passman. With all the solicitation you should have had 50 

pages of applications but the American people are  not tha t gullible. 
As of this time, this list covers all your applications ?

Mr. Peyser. These are all the applications tha t are in the form 
of applications. There are hundreds of inquiries now being transla ted 
into formal applications.

We have issued policy guidelines and proposed a form we send 
people who are apply ing for investment survey money to put into 
their  applications. We have between 100 and 200 inquiries.

Mr. P assman. Letters?
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Mr. Peyser. Letters and inquiries. These people have now been 
furnished with our forms and we anticipate these inquiries will be 
trans lated into formal applications.

NO APPROVED APPLICA TIO NS

Mr. Passman. You have not approved any of these ?
Mr. P eyser. No.
Mr. P assman. They are pending?
Mr. P eyser. Yes.
Mr. Passman. You are not likely to approve all of them?
Mr. Peyser. We are not apt  to approve all of them.
Mr. P assman. And if you approved all of them it  would take only 

$693,000?
Mr. P eyser. Yes.
Mr. Passman. Out of this $1.5 million you have, the expenditures 

have been zero and the obligations have been $1,750?
Mr. Peyser. Tha t is correct, for the reasons we mentioned.
Mr. Passman. But, I wanted to be sure you have not spent any­

thing and you have only approved  $1,750; and you are not sure tha t 
man will go, are you ?

Mr. Peyser. We are sure he will make the survey.
Mr. P assman. And tha t money is to pay for his  airplane ticket, and 

so forth,  and if he decides he does not want to go in business there you 
still pay half  of it?

REPAYM ENT OF SURVEY COST

Mr. Peyser. If  he decides to  go forward the cost of the survey be­
comes a cost of the project.

Mr. P assman. If  he decides he does not want to go ahead you pay 
one-half of the cost ?

Mr. P eyser. Yes.
Mr. Ford. Mr. Chairman, will you yield ?
Mr. P assman. Yes.
Mr. F ord. If  you pay half  of the cost of the survey and subsequently 

the company makes the investment, is there any provision for repay­
ment of what you advanced ?

Mr. P eyser. Yes. If  he goes forw ard with the investment our con­
tract provides he pays us back and both our 50 percent and his 50 per­
cent becomes a par t of the cost of the project. If  the project is not 
feasible he does not pay us back for the 50 percent we have paid, he 
merely passes to us his report on the feasibility of the project.

Mr. Ford. What are the terms of the contract ?
Mr. Passman. The cost of going out would be a part of his over­

head, would it not ?
Mr. P eyser. A part  of the overall project.
Mr. P assman. And if you made a 40-year loan, with a 10-year grace 

period, interest free-----
Air. P eyser. We do not make loans like that  to private  investors.
Mr. P assman. But the cost of his  going out would be a p art  of his 

overhead?
Mr. Peyser. Yes.
Air. P assman. And if he does not go through with it he gets one- 

hal f of what it costs to make the survey ?
87948— 62—pt. 57
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Mr. Peyser. That is right  and we get the survey.
Mr. Passman. And he charges that off as a business expense?
Mr. Peyser. I would guess so.
Mr. Passman. It  is still a good gimmick.
Mr. Ford. How many instances have you had where investment 

surveys have been undertaken as of now ?
Mr. Peyser. We have jus t started , Mr. Congressman. We have 

signed only one contract  a t the end of the last fiscal year, because it 
was not until this spring tha t we got the guidelines set which state 
our policies, and made announcements to  the public a t la rge tha t this  
technique was available.

Mr. F ord. The cost of this one investment survey was $1,750?
Mr. P eyser. The total cost was $3,500. Our hal f was $1,750.
Mr. F ord. But you have signed one contract  for one investment 

survey ?
Mr. Peyser. Tha t is right .
Mr. F ord. Will you put in the  record the terms for repayment i f a 

bona fide investment in the project subsequently develops?
Mr. Peyser. I have only the summary here.

SURVEY BY ARCHER,  DA NIEL, MID LAND CO.

Mr. F ord. If  you could give us the summary now it  would be help­
ful so tha t we could have an idea what the situation is.

Mr. P eyser. This is a survey to be conducted by three  employees of 
Archer, Daniel, Midland Co. They will review the larges t paint 
manufactur ing companies in east and west Pakis tan. The total cost 
is $3,500 and our total obligation is $1,750.

Mr. P assman. Will you itemize the expenses you approved ?
Mr. P eyser. Yes, sir.
Mr. P assman. And on what basis they traveled,  whether  tourist 

or first class. Will you find out what this  $3,500 will cover ?
Mr. Peyser. We will give you the terms of the contrac t and an 

analysis of the expenses that  were approved.
Mr. P assman. By item.
Mr. Peyser. Or the prospective expenses that  were approved.
Mr. P assman. And where they are domiciled.
Mr. P eyser. They are domiciled in Minnesota.
Mr. P assman. I s it an old company ?
Mr. P eyser. I think this is a leading company in tha t area.
Mr. F ord. Mr. Chairman, could he summarize the  terms of repay ­

ment of this  particular one?
Mr. Peyser. I do not have the terms of repayment, even in  sum- 

marv. but we can supply that.
(The following was submitted for the reco rd:)

D et ail s  of  I nvest m ent  Sur ve y Gra nt

The investment survey participat ion grant with  Archer, Daniels, Midland Co., 
provides t hat  the Government will reimburse the company for 50 percent of its 
actua l costs in conducting the survey described in the gra nt up to a maximum of 
$1,750. The survey is to be performed by three company employees. The grant 
provides th at the principles and procedures for determining the reimbursability 
of costs are those se t out in subpart 1-15.2 of the Federal Procurement Regula­
tions. Requests for reimbursement are required to be submitted to the Con-



tro lle r of AID with  specified supporting documentation indicating the  na ture 
of the  expenses incu rred . All payments made hy AID are subj ect to po sta ud it 

No request for  reim bursement has  yet been received by AID. The  company has  given AID the following breakdown of its ant icip ated cos ts:
Sala ries  (22 man-d ays )_________________________________________ $1,332
Living expenses (22 day s) ------------------------------------------------------------  440Travel expenses_________________________________________________  1, 728

Total--------------------------------------------------------------------------------  3, 500
The company is require d to determine by September 25, 1962, whether it  

intends  to und erta ke the  conte mpla ted inves tment . If  on or before such date the  company takes action  to invest,  the  company is requ ired to repay  to AID all 
amounts  previously paid by AID to the company. If  on or before the specified 
date the  company fai ls to tak e action  to invest, the  company is required to 
deliver to AID three copies of a profes siona l techn ical rep ort  acceptable to AID 
with respec t to all ma tte rs explored by or on beha lf of the  company. Should 
the  company change its  mind in the  2 years af te r its  delivery of the  report  and 
make the inves tment, the  company would have  to repay the  g rant. Such report  
becomes the proper ty of the  Government and the  Government is enti tled  to have access to, and obta in copies of, all  underly ing correspondence, memorandums, 
work ing papers, documents, and  other ma ter ials financed thereunder.

Mr. Passman. You people need to sta rt some kind of a program 
downtown to get some of this  capital coming back to America rather 
than  going out. I  think  you are sending i t out too fast. Fif ty per­
cent of our steel mills are closed this afternoon because we have lost 
our markets abroad and they are opening mills all over the world.

Mr. Gary. Off  the record.
(Discussion off the record.)
Mr. Passman. Mr. Gary ?

INFO RM AT ION ON IN VE ST MEN T GUA RAN TEE  PROGRAM

Mr. Gary. Mr. Peyser, it  is my understanding tha t you will 
furn ish the committee a sta tement as to the  exact k ind of transactions 
tha t you are guaranteeing u nder this investment guaran tee program?

Mr. Peyser. Yes, sir.
Mr. Gary. And I believe the chairman has called for information 

as to the list of transactions, and so forth ?
Mr. Peyser. Yes, sir.
Mr. Gary. I think the subject has been very fully covered. I have no further questions.
Mr. P assman. Mr. Andrews ?
Mr. Andrews. I would like to  ask one or two questions.

FEES FOR SERVICES FROM CO MP AN IES  RECEIVING GUA RAN TEES

The statute requires t ha t these companies th at receive the guaran­
tees pay fees for services ?

Mr. Peyser. Yes, sir.
Mr. Andrews. Those fees are to be determined by the President ?
Mr. Peyser. Yes, sir.
Mr. Andrews. Have you established the rate of those fees ?
Mr. P eyser. Yes. For specific-risk investment guarantees there is 

a fee of one-half of 1 percent per annum based on the amount of 
investment for each of the three types of specific poli tical risks : incon­
vertibi lity, expropriation, and war, revolution, and insurrection.  For  
each he pays one-half of 1 percent of the amount covered.
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Mr. Gary. Are you lim ited to those three?
Mr. P eyser. In  the  spec ific- risk investment gu ara ntee  prog ram we 

are.  In  the extend ed- risk inv estment guaran tee  prog ram it is our  
exp ect ation  we will c harge  2 percen t.

Mr. A ndrews. Th is one-h alf  of  1 percen t, is th at  one-h alf  of 1 
perce nt f or  each category ?

Mr. P eyser. Fo r each ca teg ory  of r isk .
Mr.  A ndrews. I t could  be iy 2 pe rce nt,  the n ?
Mr.  P eyser. Yes.
Mr. Andrews. Tha t is paid  in d ollars , I  assum e ?
Mr. P eyser. Yes.
Mr . A ndrews. In  adv ance ?
Mr. P eyser. Yes, sir .

DIS PO SI TIO N OF  GU AR AN TE E FE ES

Mr.  Andrews. W ha t disposit ion  is made of  the  am ount collected 
from those fees ?

Mr. P eyser. Those fees are added to ou r rese rve fu nd  fo r fu tu re  
guara nte es.

Mr.  A ndrews. In  othe r wo rds  th ey  go back  into the prog ram ?
Mr. P eyser. In  t he sense o f reserves . Th ere  i s a special accoun t in 

whi ch the y are  placed  and th at is why  the  requ est has been reduce d 
from $195 m illion to $180 m illi on  because we exp ected in the  com ing 
fiscal year,  by fees and can cel lat ion  of contract s, we will  collect $15 
mil lion .

Mr.  Andrews. H ow lon g hav e you been col lec ting those fees?
Mr. P eyser. 14 year s.

TOTAL FEE S COIjLECTED

Mr. Andrews. Can  you tell  us how much has been collected in fees 
du ring  th at  pe riod ?

Mr. P eyser. $9,491,901.
Mr. P assman. W ill  the gentleman yield  ?
Mr. A ndrews. Yes.

ORIGIN OF RESERVE

Mr. P assman. When did y ou make  a reques t fo r $195 m illion ? We 
hav e been doing  some res earch  and we do no t find any  place such  a 
request was eve r made to  Congress.

Mr.  P eyser. I f  I  said we made a requ est to Congres s I  was mis­
tak en.  Ou r analy sis  of  the rese rves  necessary  show ed $195 mil lion  
and we reduced  i t to  $180 million because we hope  to o bta in $15 m illion 
throug h c on tra ct t erm inati on s and  fees.

Mr.  P assman. T hat  is an in terburea u aff air ?
Mr. P eyser. I  was ex plainin g to the  Congressman th at  we hope 

to o btain $15 mil lion ------
Mr. P assman. Bu t, in rea lity,  th is  i s t he  only  reques t th at  h as  ever  

been p resent ed to Con gress?
Mr.  P eyser. Yes.
Mr. P assman. An d an ything  else is  dow ntown bu rea u m echanics?
Mr. P eyser. Yes.
Mr. P assman. Tha nk  you.
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Mr. Andrews. You mentioned three kinds of risks.
Mr. Peyser. Yes. We have the specific-risk guarantee, and we have 

the extended-risk guarantee we have not yet used.

EXTE NDED -R IS K GU AR AN TE E

Mr. Andrews. What would that  guarantee ?
Mr. P eyser. I t could guarantee against all risks except for frau d or 

misconduct of the investor or such risks that  can be covered by com­
mercial insurers.

Mr. Andrews. Would it cover such risks as fire losses ?
Mr. Peyser. No; it would not cover fire losses nor would it cover 

fraud or misconduct of the investor or  such losses that can be covered 
by commercial insurers.

Mr. Andrews. Suppose he locates a plan t in a backward pa rt of 
t he world where fire insurance is not available ?

Mr. Peyser. 1 do no t know the answer to  that. It  has not arisen. 
This is a matte r we probably would have to negotiate.

Mr. Andrews. Do you know whether or not fire insurance com­
panies operate in these countries you have mentioned?

Mr. P eyser. I know they operate in many bu t whether they operate 
in all I do not know.

Mr. Andrews. For tha t type of guaran tee your fee would be 2 
percent ?

Mr. Peyser. Generally it would be 2 percent for tha t type.

extended risk guarantee for housing

We than have the housing guarantee under section 224 which is also 
an extended-risk guarantee  but restricted to cer tain types of housing 
projects under which we can guarantee up to 100 percent of an invest­
ment.

Mr. Andrews. Wha t kind of risk do you guarantee on housing?
Mr. Peyser. There we guarantee agains t the business ri sk of the 

investor. In the case of housing we have restricted it to the inst itu­
tional investor, the pension fund, et cetera. We have not guaran­
teed the investment of the  builder beyond 50 percent, bu t we propose 
to guarantee the investment of the insti tutional investor up to 75 
percent. These applications were pending before the recent amend­
ment.

Mr. Andrews. Wha t is the fee for that?
Mr. Peyser. Two percent.
Mr. Andrews. Wha t would be the situation  if a man started  a hous­

ing project and it did not turn  out like he thought it would and he 
wound up in the r ed ? Does the guarantee cover that?

Mr. Peyser. Yes, to the extent of 75 percent or such larger sum 
as the new amendment would perm it; it covers the risk up to the 
amount of the investment. This is the reason the applications have 
been so carefully processed and evaluated. We have professional 
housing people.

Mr. Andrews. Describe one of the housing projects, and how much 
loss you would be responsible for.

Mr. P eyser. I think Mr. Wise can give a summary of the very 
project we are plann ing to guaran tee this  month.
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APPLICATIONS FOR HOUSING GUARANTEES

Mr. A ndrews. IIow many applications do you have for housing?
Mr. P eyser. We have applica tions under intensive review that total 

$48 million and applications under preliminary review to taling $36 
million.

Mr. Andrews. Tell me about one typical project tha t you have in 
mind. Have you issued any guarantees on any housing projects yet?

Mr. W ise. No, sir.
Mr. Andrews. You have not?
Mr. W ise. No, sir. Our first project would be a guarantee of the 

long-term mortgage-type investment but we would require the in­
vestor to make assurances that individual defaul ts would be covered 
so tha t an individual default by one homeowner would not create a 
defau lt in the overall loan.

Mr. Andrews. You are talk ing now about individual family homes?
Mr. Wise. Yes, sir.
Mr. Andrews. This contractor will go in there and build  X  number 

of those homes ?
Mr. Wise. Yes, sir.
Mr. Andrews. And sell them ?
Mr. Wise. Yes, sir.
Mr. Andrews. Let ’s say he has $1 ^ million project. He has a 

contract. What type of a risk guarantee will you give him?
Mr. W ise. He takes a complete risk, sir, because generally we won’t 

be guarantee ing the contractor. We will only guaran tee the long­
term mortgage type investment.

Mr. Andrews. You do not get into the  picture u ntil after the houses 
have been constructed ?

Mr. Wise. The greate r part of the program, perhaps almost all 
of it, will be that type where our guarantee would only apply afte r 
the houses have been constructed. The contractor will not be getting  
our guaranty. The contractor will be taking the risk of building 
the houses.

Mr. Andrews. But a mortgagee will be protected by your program ?
Mr. W ise. Yes, sir, afte r the houses a re completed, we would pro­

tect the long-term money from the institut ional investor.
Mr. Andrews. Do you have any idea about what  a typical house 

under that, program will sell for?
Mr. W ise. I t will va ry between each country, of course, depending 

on the price of homes in the country but they will be fo r those people 
who can afford to make monthly payments. This is self-l iquidating 
priva te home ownership.

Mr. Ford. Will the gentleman yield ?
Mr. Andrews. Yes.

FINANC ING HOUSING CONSTRUCTION

Mr. Ford. Who finances the construction loan? In this country 
we have construction loans and we have the actual long-term mort ­
gage..

Builders in this country cannot finance their own construction. I 
cannot visualize them financing their construction in these countries.

Mr. Wise. They will get it from commercial sources.
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Mr. Ford. If  they can get construction loans from commercial 
sources, why can’t they get the other kind of loans ?

Mr. Wise. They cannot get the long-term loan to go down to Latin 
America for 10 or 15 years. They can get it for the period of con­
struction but not for the  long period.

Mr. Ford. I presume they would have to have an agreement from 
your Agency for the long-term financing before they get the construc­
tion?

Mr. Wise. That is right.
Mr. Andrews. You protec t the mortgagee for tha t house.
Mr. Wise. Yes, sir.

HOUSING PLAN SIMILAR TO FHA

Mr. Andrews. Wh at would be the situation if  the mortgagor  bought 
the house, moved into it, and stopped making  payments on it the end of 
2,3 , 4,5 years ?

Mr. W ise. We w’ould require the investor not to hold the mortgages 
directly  because we would not want him to hold a mortgage on a 
house in Latin America. We would require him to have local fiduci­
aries which would service and administer the mortgages and also take 
care of all foreclosures and individual defaults. It  would only be a 
major de fault which would arise which would create a defaul t fo r the 
U.S. investor. Fo r instance, 50 or 60 defaul ts in a hundred-house 
projects or an expropriation  or something such as tha t. I f  there are 
only one or two houses we require the local fiduciary to take care of 
those individuals.

Mr. A ndrews. You protect the mortgagees for the amount of loss 
he suffers?

Mr. Wise. A percentage of his loss.
Mr. Andrews. What percentage ?
Mr. Wise. For the first it will be 75 percent.
Mr. Andrews. Your housing program is comparable to our VA 

and FHA programs here in the United States ?
Mr. Wise. Yes, sir, FHA.
Mr. P eyser. The statu te suggests tha t FH A be used as a model.

TOTAL HOU SING GUARANTY APPLICATIONS

Mr. Andrews. You have $48 million worth of applications  pending 
for housing ?

Mr. Peyser. More than  that.
Mr. Wise. More than $80 million, sir.
Mr. P eyser. $48 million under intensive review and about $36 mil­

lion under  preliminary review.
Mr. W ise. $48 million would be for those tha t probably would be 

ready within the next quarter.
Mr. Andrews. That  is all, Mr. Chairman.
Mr. Passman. Mr. Ford?
Mr. F ord. Just to be certain, Mr. Chairman, that we have this in­

formation in the record, this  one list shows countries where invest­
ment guarantees  are available.

Mr. Peyser. Yes, sir.
Mr. Ford. This is in the record ?
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Mr. Peyser. Yes, sir.
Mr. Ford. This other document shows the quarterly report of all 

investment guarantees issued through June  30, 1962. That is also in 
the record ?

Mr. Peyser. Yes, sir.
Mr. Warden. From the very beginning of the program.
Mr. Ford. I think it would be helpful a t the time thi s is put  in the 

record to show alongside each of these line items the date th at the con­
tract was consummated.

Mr. Warden. It  can be done.

expropriation of property of companies having guaranty

Mr. Passman. We want you also, if you will, at  this point in the 
record to indicate whether or not we have ever had any proper ty ex­
propriated  in any of these coun tries; if so, in what countries.

Mr. Ford. In this  one showing ?
Mr. Peyser. When you say whether we have had any-----
Mr. P assman. Speaking of the American business people who have 

investments in those countries.
Mr. Peyser. Not necessarily covered by our guarantee.
Mr. P assman. Tha t has nothing to do wi th it. Whether or not in 

past history, or we shall say since 1948, the inception of the program, 
14 years ago, there has been any property expropriated  in those coun­
tries. If  so, what proper ties, the  amount, and how the  country settled 
it. Could you do that  for us ?

Mr. Peyser. Yes, sir. I thin k we could.
''The information fol lows:)

E xpropriations S ince  1945 in  Les s Developed Cou ntrie s 
October SI, 1952

Bol ivia : Nationalized tin  mines including the  Pa tin o intere sts  of which one 
company was partially owned by U.S. stockholders. None of national ized  com­
panies incorporated  in United States.

Set tlement: Interim paym ents  pending final sett lem ent  made to U.S. stock­
holders out of proceeds of tin  sales  un der agreement between  Bolivia and Patino 
inte res ts in 1953, renewed in 1956. Fin al sett lement now under negot iation 
between company and government.
March 5, 1953

Gua temala:  Expropria tion  of 234,000 acres of subsidiary of United Fr ui t Co. 
for  purposes of ag rar ian  reform.

Sett lement:  United Sta tes  submitted  form al claim aga ins t Guatema la af te r 
company exhausted local remedies , but exp ropriat ion was rescinded by new gov­
ernm ent which took power in 1954.
Ju ly 26, 1956

United Arab Republic: Nationaliza tion  of Suez Cana l Co. which had some 
U.S. stock ownership.

Sett lement:  Compensation agreemen t signed Jul y 13, 1958, by United Arab 
Republic and rep resentativ es of stockholders. Int ern ati onal Bank afforded good 
offices in negotiations between  United Arab Republic and  stockholders.
Ju ly 7, 1958

Ar gentina : Municipal government of Toberia in Buenos Aires province expro­
pria ted  sub sidiary of American & Foreign Powe r Co. (ANSEC).

Se ttle me nt: Overall  sett leme nt between government and company for  thi s 
property  and  other prop erties expropriated , seized and intervene d previously 
by local governments in Argentina  made November 28, 1958, with  all American
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& Foreign Power electric facilitie s in Argentina trans ferre d to xVrgentine Gov­
ernment 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 State s and Yugoslavia have agreed to begin negotiations 

soon for settlement of claims ar ising a fter  1948.

May 11, 1959
Brazil: Governor of Rio Grande de Sol issued order expropria ting American & 

Foreign Power Co. holdings in state.
Settlement: Case now pending in Brazilian courts.

June S, 1959
Cuba: Agrarian reform law provided fo r 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.

Settle ment: None concluded to date.

5, 1960
Cuba : Law authorized  national ization of all U.S.-owned properties to be car­

ried out as applied to part icul ar properties by subsequent decrees. Law was in 
specific r etalia tion against United States cutting Cuban sugar quota. Probably 
all or n early all U.S.-owned proper ty in Cuba has been taken under this or other 
expropria tion law. Several U.S. notes to Cuban Government protested dis­
crimination and inadequate provision f or compensation.

Sett leme nt: None concluded to date.

1962
Br az il: Governor of Rio Grande de Sol expropri taed International Telephone 

& Telegraph properties in th at State.
Settlement: Presently  under negotiation between company and Government.
Ceylon: Requisition of certai n assets of oil companies, including American.
Settlement: Formal note from Ceylon Government received statin g its inten­

tion to make prompt and effective compensation for all assets requisitioned. 

19^5-62
Mexico: From time to time Mexico expropr iates U.S.-owned, and other prop­

erty under its agra rian  reform program.
Settlement: While there  has been no overall settlement of claims, there have 

been isolated  instances of individual settlements.

SCOPE OF IN VES TM EN T SURVEY PROGRAMS

Mr. Ford. In fiscal year 1962, the  Congress made available for sur­
veys of investment opportunities the amount of $1,500,000. Is that 
1-year or no-year appropriation?

Mr. P eyser. Tha t is as I understand i t a 1-year appropriation.
Mr. Ford. In other words, the $1.5 million less the $1,750 has 

lapsed ?
Mr. P eyser. Yes, sir.
Mr. Ford. You are start ing fiscal year 1963 at scratch ?
Mr. P eyser. Yes, sir.
Mr. F ord. The obligational authority  for fiscal year 1963, if any­

thing does materialize, will also be a 1-year appropr iation ?
Mr. P eyser. Yes, sir.
Mr. F ord. Ear lier  Mr. Peyser you indicated you were concentrating 

the program, or seeking to emphasize it in four  countries in order to 
serve as examples. Is that what you said ?

Mr. P eyser. As a prototype  of what can be done in the private 
sector.
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Mr. F ord. Could you names those four countries?
Mr. P eyser. Yes. In Latin America, Colombia; in Africa , Nigeria; 

in the Near Eas t and South Asia region, Pakistan ; and in the Fa r 
East, Thailand.

POLICY FOR EX AM PLE COU NTR IES

Mr. Ford. Why have you picked those four countries ?
Mr. P eyser. Those countries were picked by our regional adminis­

trators  on the basis that they are the friendly countries t ha t are rea­
sonably receptive to American private investment, and tha t there is 
a climate in these countries which would welcome private investment and where it could be useful in helping to build the economy.

Mr. Ford. When was this policy established for these four coun­
tries ?

Mr. P eyser. We have been working on it for about a month or a 
month and a half.

The announcement to the four countries was made only within the 
last 10 days. We are now trying to identify  the priority  needs of those 
countries which are app ropr iate to the p rivate  sector in the hope and 
in full intention of helping to work out private join t ventures between 
American businessmen and businessmen in those countries.

Mr. F ord. It  is a little early then to come to any conclusion whether 
this emphasis program will have any impact ?

Mr. P eyser. Yes, sir. Next year at th is time I  hope to be able to re­
port favorably on that.

investment guarantee performance record
Mr. F ord. As T understand the previous testimony, since 1948, since 

we had the investment guaran tee program, you virtua lly had no losses. 
You had one for $650,000 involving Taiwan and you had one in the 
Congo.

Mr. Peyser. A small one, that  is right , sir.
Mr. F ord. This record, which is commendable, would indicate there  

is no need for reserves. You could argue that , could you not?
Mr. P eyser. You could, but it may be excepted.
Mr. F ord. Why?
Mr. Peyser. For  the reason the program was not in full swing. 

For example, Cuba was an eligible country and yet no American in­
vestor took advantage of the fact  tha t there were investment guaran­
tees available in Cuba.

If  they had, there would have been large losses. We do not antici­
pate tha t there will be future Cubas. We have no reason to  be pes­
simistic. By the same token, since we are undertaking a program 
that is in the nature of an insurance program, we feel th at there is a 
need to  be p rudent  and that  we have no reason to believe that  our 
record of claims is going to be the same in the future as it has been 
in the past.

REQUESTED APPRO PRIATION  TO REPLACE BORROWING AU TH OR ITY

Mr. Ford. Can it be argued tha t because you now want reserves 
tha t there will be a definite policy shi ft and your prudence won’t be 
as good in the future as it has been in the past ?
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Mr. P eyser. Xo, sir. There is no change whatsoever in terms of 
our operation. The only difference here is purely a financial one. 
Instead of having a borrowing autho rity from which we got our re­
serves we are now coming to the Congress and asking for an appro­
priation  to replace the borrowing authority.

We have felt tha t this would be welcomed by the Congress and by 
this committee because by coming to you each year, and specifically 
pointing out what our record has been in the previous year  in terms of 
investment guarantees written and claims actually filed, we will be 
able from year to year  to make a better estimate, rather than using, 
as we did prio r to this  time, our open borrowing authority for these 
reserves.

Mr. F ord. In  the past has the reserve au thority  been generated by 
what is commonly called “back-door financing” ?

Mr. Peyser. I am sorry I  did not hear the first pa rt of that.
T do not know th at I should characterize or agree with your char­

acterization. It  has been done by borrowing authority and by a sys­
tem of Treasury notes tha t corresponded in amount to the actual 
guarantee contracts that, we issued.

Mr. F ord. This  is in  broad terms what we call back-door financing, 
and the fact tha t you are going from th at to a direct appropriation , at 
least from my point of view, is a step forward.

QU ESTIO N AS TO NEED FOR RESERVES

On the other hand, the past record of relatively minor payments 
would argue against the need for any such reserve author ity, whether 
it was by back-door financing methods or by appropr iation author ity 
in advance.

Mr. P eyser. Mr. Congressman. I am not sure that  I made clear 
before my point that, the 14-year program involved, at least to the 
extent of more than  a thi rd of the total amount issued, the highly 
developed countries of Europe where the problems of inconvertibil­
ity, war and insurrection, were not as likely to be as serious as in the 
program. Now, in more recent years the program is geared and di­
rected to the less developed countries where fiscal matters and where 
the political  matters are admit tedly less secure.

Mr. F ord. But in two-thirds  of a billion dollars almost you have 
only had less than a million-dolla r loss.

Mr. P eyser. Tha t is r ight.
I think you could make a fur the r analysis and tha t is as we add 

countries to the list of the countries where guarantees are available, 
we are adding the countries tha t are at least po tentia lly able to create 
a certain  amount of danger. It  is impossible to do this kind of thing 
on an actuar ial basis. We are convinced of that.  If  I say t hat  we 
cannot hope to be as lucky in the future, I  should not want tha t to 
be inte rpreted to mean that I have any expectation t ha t we are going 
to be unlucky to any specific degree. We felt t ha t i t was p rudent for 
us to set up a reserve. We are not marr ied to the specific amount of 
this reserve. When I came into the Agency I found that  (his is 
where we stand on it. Personally I feel the reserve could be subject 
to some adjustment.

Mr. F ord. What would be wrong with the Congress, or  this com­
mittee endorsing wholeheartedly the investment guarantee program
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but doubting the wisdom of the need fo r a reserve program of obliga- 
tional authority in advance, and on the other hand, not approving the 
so-called back-door method of financing the reserve program ?

In other words, saying, “You proceed with your program using the 
same prudence tha t has been used for the last 14 years and if and 
when any losses materialize this  committee will feel bound to meet its 
responsibi lity.” Is there anything wrong under the law with that?  

JU ST IFIC AT IO N FOR SETTING UP RESERVES

Mr. Peyser. There would be something wrong under the present 
form of our investment guarantee  agreements which, as Mr. Miller 
and I have both pointed out, do not have the  ful l faith  and credit of 
the United  States behind them, bu t are limited solely to the amount 
of this reserve tha t has been set up. In  answer to your question d i­
rectly, if you assume tha t the full faith  and credit of the United 
States and the obligation of th is committee and of the Congress had 
been clearly stated to American citizens who had received full guaran­
tees from us, unequivocal guarantees from us, then purely from the 
parochial point of view of our Agency, it  would not matter. This 
is a problem of Treasury financing and the prudence of the  executive 
department, which has felt necessary in the p ast to set up reserves in 
advance.

Mr. F ord. Somewhere in the record, if it has not already been made 
available, I would like to see the year-by-year  reserves tha t were set 
up since the inception of the program and the method bv which those 
reserves were generated.

Mr Peyser. T think the chairman has al ready asked for that.
Mr. Passman. Yes.
Mr. Ford. That is on an annual basis so we know exactly the amount 

and what relationship they bear to the outstanding investments?
Mr. Peyser. Yes, sir.
Mr. F ord. How long do these investment guarantees last ?
Mr. Peyser. Twenty years by thei r terms.

EFFE CT  OF EXPRO PRIATION  OF PROPERT Y

Mr. F ord. What effect, if  any, will there be on th is program by the 
provision in the foreign aid authorization bill which got into the 
problem of expropriation ?

Mr. Peyser. When you say what effect on this program-----
Mr. F ord. As T recall the provision, and this  is a very general state­

ment, the recent authorization bill for the AID program said that no 
aid can go to a country  if there is expropriation,  without prompt 
payment, et cetera. Will that provision have any impact and if so, 
what will it be on your program ?

Mr. P eyser. This is a question our lawyers have not  yet advised us 
on. I t is a question I have asked, namely, whether  the continued 
granting of investment guarantees could be regarded as continuing 
aid under the terms of tha t amendment. We have not as yet had 
an opinion on this.

Mr. Ford. In other words, if there is an expropr iation, not involving 
your program, would tha t preclude you from going  into tha t country?

Mr. Peyser. That  is the question T have asked. Clearly it would
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pre clu de  the ma kin g of  loan s, unless the  exc ept ions th at  are in  th at  
amend ment become operat ive .

Mr.  F ord. W ha t im pa ct  wo uld it have on go ing  co ntr ac ts you  h ave,  
if  any ?

Mr. P eyser. I  sho uld  t hi nk  it  w ould  hav e no im pact on go ing con ­
tra cts . We have made a com mitment  on an Am eri can  inv est or  and 
I  wou ld th ink th ose  would  st ill  stay in effect.

Th e questio n 1 asked was wh eth er the inhib ition  th at  t hat  am end­
me nt place s upon th e gra nting of  fu rther  aid  wou ld be in te rp re ted 
to  i nclude  th e issuance of  inv est me nt gu aran tee contr ac ts wi th  A mer­
icans.

Mr. F ord. When do  you  expect to get t hat  opinio n ?
Mr.  P eyser. I t  sho uld  be sho rtly. I  do no t know  the answ er to 

th at .
Mr . F ord. I f  the answ er is it  wou ld pre clu de  yo ur  prog ram in to  a 

coun try , conceivably  it  would  cut dow n the size of your  pr og ram?
Mr.  P eyser. Conce ivably , s ure ly,  it  could, exc ept  th at  I m ight  s ay,  

asid e f rom  ce rta in  businesses , such as p ub lic  ut ili tie s, the  actual  record  
on ex prop ria tio n has n ot  been an un favo rable  one. Aside fro m Cuba 
an d the Comm unist  bloc, th e act ual rec ord  of  ex prop ria tio n in all of  
the und erd eve loped coun tries th roug ho ut  t he  w orld in m an uf ac tu rin g 
an d serv ice businesses has  not been a ser ious one, so th at  we do not 
look wi th any  gr ea t pess imism towa rd  ou r prog ram being impeded 
by it.

Mr.  F ord. I  sugge st, Air. Pe yser,  t hat  as soon as th at  opinion is pr e­
pa red and given  to  you th at  we have a  copy  of it.

That  is all , Air. C ha irm an.

NEE D FOR JU ST IFIC ATI ON FOR RESERVES

Mr. P assman. I f  we  can  just ap ply rea sonin g to th is  considera tion, 
yo ur  req uest is grea tly  in excess of  wh at  a ny  need cou ld eve r be.

Tak in g the en tire wo rld , the amount of  the gu ara ntees as of  th is  
time, it  is $775 million,  an d y ou r losses over a 14-year  period  have  been 
less th an  one -tenth  of  1 per cen t. Yet, wi th the au th or ity  and the 
ap pr op riat io n reques t, you are  a sk ing  fo r a r ese rve  of  25 percen t.

I f  you  made it 5 pe rce nt on a worldwide bas is, if  you made it 10 
perce nt,  we could see some jus tifi cat ion . Ye t, when yo ur  losses have 
been less th an  one-tenth of  1 pe rcen t fo r 14 years , you ask  fo r an  
ag greg ate of  25 perc en t reserve.

Air. F ord. Th at  is why  I que stio ned  the cha nge of  pol icy  as fa r as  
pru den ce is concerned. Ce rta in ly  those figures would  arg ue  th is is a 
pos sib ilit y.

Air. P eyser. Th ere  is no chang e in pru den ce but a change in coun­
tri es  we hav e dea lt wi th ove r the  pas t 14 years.  You cannot use the  
14-y ear r eco rd as  a basis.

Air. P assman. Much of the  p ro gram  has been in the cou ntr ies  where 
you  will con tinue  pro gra ms , such as Ta iw an , an d man y of them are  
the f rien dl ie r co untr ies.

I  t hink  i t is go ing  to  be very im po rta nt  th at  you  give us  a let ter, ou t­
lin in g cle arly wh at  we are  gu aran tee ing.  I f  you are  gu aran teeing  
these people a pro fit,  or if  y ou are  g ua rant ee ing to fill in where  in fla­
tion has dev alued the  cu rre ncy—I  do no t know  wh at  you  are gu ar-
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anteeing but before I cast my vote to give you 80 cents, I am going to 
want to know what you are guaranteeing.

I yield to Mr. Rhodes.

SOURCE OF LOANS TO IN TE RC ON TINE NT AL  HOT ELS

Mr. Gaud. The chairman asked for informat ion a few moments ago 
about the hotel. I checked with my office and as fa r as we can make 
out the United States has not made any loans to this  pan-American 
subsidiary for a hotel in In dia ; but in December of 1961 the Export-  
Import Bank did make a dolla r loan and also a rupee loan to this 
corporat ion for a hotel in Karachi.

Mr. Passman. The story is t hat  they have had the experience and 
they are building a hotel out there.

Mr. Gaud. In Karachi.
Mr. Passman. The same people for which we want to pay their ex­

penses to see i f they want to build a hotel in the  Congo. Will you 
also find out whether or not be paid the expense of the subsidiary of 
pan-American to make the survey to see whether  they should have one 
in Karachi ?

Mr. Gaud. They did not.
Mr. Passman. Mr. Rhodes ?

DETER Ar I NAT ION OF AM OU NT  FOR RESERVES

Mr. Rhodes. Mr. Peyser, it has been brought out before tha t the 
losses have been phenomenally, low, which, of course, gives rise to this 
quest ion: Wha t mechanical means do you use in figuring your required 
reserves ?

Mr. Peyser. We have no mechanical means, Congressman Rhodes. 
This  litis been an estimate which, as far as I am concerned, I have 
accepted as being historical.

Mr. Rhodes. Who made the estimates?
Mr. Peyser. The estimate was made by a predecessor agency to 

ours many years ago. I t was approved by the National Advisory 
Council, which includes representation of the State  Department, Com­
merce Department, and Department of Defense.

Mr. R hodes. Let me understand  this, if  I  might. The estimate was 
made when ?

Mr. Peyser. 1956,1 am told.
Mr. Rhodes. Was it  made in dollars or on a percentage of exposure? 

Was it determined at tha t time that, the reserves required would be to 
the tune of $195 million and you reduced i t to $180 million this  year?

REASON FOR REDUCED EST IMA TE

In your statement  you said tha t you reduced your request by $15 
million.

Mr. Peyser. The chairman has asked about that, and so tha t there 
will be no misunderstanding, let. me s tate again tha t certainly there 
was no intention to mislead. The reduction was purely an internal 
reduction within our own executive deliberations. We computed 
an amount based on the projections of  the face amounts of the invest­
ment guarantees we anticipate  having  to issue in fiscal year 1963.
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We computed tha t amount which came out to a total of $195 million 
needed in reserves, if  you use the 25 percent ratio of reserves for spe­
cific risks and the 50 percent ratio which we used for the extended 
risks.

Mr. Rhodes. Are these the figures you used in 1956 ?
Mr. Warden. In  1956. The calculation based on what cash we had 

and the flood we had at tha t time came out to 26.9 percent.
Mr. Rhodes. Cash or Treasury credits?
Mr. Warden. That is right . A year or two later we decided to 

round tha t out because we were car rying too many decimals; so the 
figure of the probable  ultimate net cost ratio of 25 percent was arrived 
at and was held, as the testimony shows, for the last 4 years 
approximately.

EST IM A TE OF N E T  CO ST OF GU AR AN TE ES

Mr. R hodes. Do you have any idea how that  figure was or iginally 
arrived at? The experience does not seem to indicate anything any­
where near that is required.

Mr. Warden. There isn’t any actuar ial experience in this field. 
This was a judgment of reasonable expectations at tha t time.

Air. Rhodes. The law reads, and I  am reading  from section 222(e) :
All guarantees issued prior to July 1, 1956, exclus ive of informational media 

guarantees,  all guarantees issued under section  202(b) of the  Mutual Secur ity 
Act of 1954 as  amended,  may be considered and all other gua rantees  shall  be 
considered for the  purposes of section 3679 (31 U.S.C. 665) and section 3732 
(41 U.S.C. 11) of the revised sta tut es  as amended,  as obligat ions only to the 
extent  of the  probable ult imate  net cost to the  U.S. Government of all out­
stan ding gu aran tees .

Now my question is, How do you determine what “the probable 
ultimate net cost” is ?

Mr. Peyser. We cannot, really. We have actually in the past, as 
I  understand it, even asked insurance people to see whether they 
could come up with some actuaria l mechanism. The threw up their  
hands because this is such a dynamic thing, it involves so many 
considerations of a political nature, there is no historical background 
tha t you can relate to, and, as I  pointed out , we are changing our cus­
tomers to some extent each year and each day.

Mr. Rhodes. So at the best we are in a guessing game ?
Mr. Peyser. It  is an estimate and it is a prudent estimate. There 

is no question t hat  when you estimate for this purpose you tend to 
estimate higher than you expect you will have to pay.

Mr. R hodes. There was some doubt expressed as to whether or not 
the full faith and credit of the United  States is behind this obliga­
tion and as I  gather the reason for the doubt exists in the statuto ry 
language, which seems to describe this fund as coming from various 
sources. I gather  tha t in so describing the funds you believe that the 
obligations to the extent of the probable ultimate net cost to the 
United States have to be appropria ted and obligated prio r to the 
time loss occurs ?

Mr. Peyser. Yes.
Mr. Rhodes. Why do you read th at into the s tatute? I would think 

the reverse would be true. I would think  your obligations, if they 
come into being, would certainly receive preferred t reatment. In  fact,
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the law sets for th priorities  by which obligations should be met. I 
would also imagine tha t a fai r interpreta tion of the statu te would 
indicate tha t if the funds available and obligated are not sufficient to 
meet the present requirements for funds to meet claims tha t in sub­
sequent years the United States would be obligated to a degree to 
provide the balance.

I will have to admit, of course, t ha t this obligation does not have 
anywhere near the sanctity of the obligation to pay the interest  on 
the public debt, but it does seem to me t hat  a certain obligation on 
the pa rt of this  Government to pick up any deficiency is pretty  inherent 
in this law.

Mr. Peyser. Wha t you are saying, in other words, Congressman 
Rhodes, is tha t you see no reason why in our agreements w7e could 
not make it a complete obligation of the United States ?

CO MMI TM EN T OF CONGRESS TO APPROPRIATE IN  THE FU TU RE

Mr. Rhodes. I think tha t you probably could, subject to congres­
sional appropriation  always. I mean there is no way tha t either you 
or I could obligate future Congresses to appropriate funds, but I 
think we can give them some idea of the  degree of obligation we now 
feel, for the ir guidance. I th ink the obligation to appropriate to meet 
any bona fide deficiency caused by legal claims is a great one.

I wish Mr. Miller were here. I think there is a much, much greater  
obligation to appropriate  in this instance than  there could ever be 
under the 202 (b) agreements.

Mr. Peyser. I am fa miliar with the 202(b) agreements.
Mr. R hodes. To me this guarantee is a very solemn obl igation. It  

is founded in contract. The U nited  States has made a contrac t with 
these people. I think the United States has to honor the contract 
with these people.

Mr. P eyser. As I  said to Congressman Ford , if you assume tha t 
the full faith and credit, subject to this limita tion of congressional 
appropriation,  were behind it, then from the purely paroch ial point 
of view of AID, as distinct from whatever qualifications the Treasury  
Department may have, I do not think tha t it would impede our p ro­
gram. We merely want to get ahead with the encouragement of 
private investment in these countries and the public financing of it 
is not really our function as an agency.

Mr. R hodes. For convenience’ sake, i t may be well for you to have 
some funds available so th at you would not have to wait until the 
next Congress convened to meet every small claim which comes up 
from the field. I do not want to deprive you of a few dollars to 
jingle around in your pocket but I am not sure you need $180 million, 
if my interpre tation of the statu te is correct.

I noted that you said before that  you were not wedded to this figure. 
I think that  is a very reasonable approach to take.

TRAN SFE RA BIL ITY  OF FUND S

Tell me this: Are these funds, if we appropria te them, subject to 
transferab ility? I refer, of course, to section 610, which states as follows:
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Whenever the  Pre sident  dete rmines  it  to be necessary for  the purposes  of 
th is Act not to exceed 10 per centum of the funds made ava ilab le for any  p rovi ­
sion of this Act may be tra ns ferre d to and consolidated with the fun ds made 
avai lable fo r any other  provision  of th is Act.

There are other words which are not too relevant. If  we appro pri ­
ated this full $180 million, would not 10 percent of it be subject to 
transfer  for other purposes ?

Mr. P eyser. On the  face of the s tatute I would assume it would be.
Mr. Rhodes. Does anybody in the room disagree?
(No response.)
Mr. Rhodes. I do not think  there  is any doubt but what  it is subject 

to transferability .
Mr. Passman. Would the gentleman yield ?
Mr. R hodes. Yes.
Mr. P assman. If  we only made an appropriation here in the amount 

tha t is actually needed, or may not be needed for  40 years, by the same 
authority  the President could transfer out of other appropriat ions into 
this one.

Mr. Rhodes. I th ink there is no doubt about it.
Mr. P assman. Thank you.
Mr. Rhodes. That is all, Mr. Chairman.

SCOPE OF GUARA NTE E PROGRAM

Mr. P assman. I believe I  stated it correctly when I said th at of the 
total  amount of guarantees outstanding, the losses paid under  the pro­
gram as we have had it in  the  past amounted to less than one-tenth of 
1 percent.

Mr. Peyser. Tha t is correct.
Mr. P assman. And in the event the Congress should approve your 

request for $180 million, and if you had the present authority, the 
total  of the two—the authority and the appropr iation—would be 
equivalent to approximately 25 percent reserve on the aggregate 
amount of the guarantees ? Is that correct ?

Mr. P eyser. As we are asking for  this appropriation on the basis of 
a 25-percent reserve for the specific risk guarantees.

Mr. Passman. And much of it will go into the same countries in 
which you have programs that  have been going on ever since the 
inception of foreign a id ; is that correct ?

Mr. Peyser. Much of it will, but a grea t deal of it-----
Mr. P assman. The question is that  of the  $895 million tha t is pres­

ently outstanding with this  guarantee, much of it is in countries th at 
we consider friendly, and the guarantee pa rt will be coming to an end, 
will it not, in a few years ?

Mr. Peyser. Yes, it will.
Mr. Passman. So it could very well be, i f we would keep up with 

that part—that lapse—because the gua rantee  expires and the  renewal 
tha t is going on, th is may become a sta tic figure, more or less. You 
have to anticipate what it will eventually reach. I t is up to $895 
million now.

PROJECTION OF FUTURE INVESTMENT

Guarantees  are expiring every year as the new ones go in. Have you 
projected this to know what your  ultimate potential may be ?

8794S—62—pt. 3---- 58
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Air. P eyser. It  is impossible, Mr. Chairman, it seems to us, to pro­
ject into the futu re and to pretend to he scientific about the amount of 
investment tha t American investors, exercising their own free will 
and discretion, will wish to make in underdeveloped countries and on 
how much of that amount they will wish to apply for guarantees.

Mr. Passman. Free  will and discretion—with a lot of encourage­
ment from the people downtown, the Agency for Inte rnat iona l De­
velopment ?

Mr. Peyser. Of course, encouragement.
Mr. Passman. This is your own judgment and discretion. I thought 

that  would not be complete unless we indicated also tha t they do have 
some encouragement and some help out of Washington.

Mr. P eyser. Of course, we encourage it. This is what  we have been 
asked to do.

Mr. P assman. Are U.S. steel mills eligible for development credits 
to establish plants in foreign countries?

Mr. P eyser. I do not unders tand the question—development 
credits ?

ELIGIBILITY OF U.S . FIRM S FOR DEVELOPMENT LOANS

Mr. P assman. Are IT.S. steel mills eligible for development credits, 
sometimes referred to as loans, to establish plants in foreign countries?

Mr. P eyser. Yes.
Mr. P assman. And have thei r investment guaranteed by this pro­

gram ?
Mr. P eyser. Yes.
Mr. P assman. I believe presently they have some steel mills under 

construction, do they not, where maybe they are a subsidiary of some 
of the U.S. steel mills? Do you know of one going in anywhere?

Mr. Warden. No. We do have an investment in  Liber ia to get iron 
ore to keep our own steel mills going, however, good cheap ore.

Mr. Passman. How about in Spain  ?
Mr. Warden. I do not know anything there , sir.
Mr. P assman. You answer my question in the affirmative, they will 

be eligible and they will be guaranteed ?
Mr. Warden. Yes, si r; they could be guaranteed .
Mr. P assman. By any accurate analysis, we are experiencing a sub­

stant ial trade deficit, not just  balance-of-payments deficit, but a trade  
deficit if  you remove from our exports that pa rt that is shipped out 
against the foreign aid credits, and the subsidy that we are having 
to give to the exporters to meet world competition.

STEEL IMPORTS AND EXPORTS

This is from the Commerce Department: “Steel Impor ts Exceed 
Expo rts.” I q uote :

Fo r th e firs t 5 mo nth s of th is  year,  ex po rts  to tal ed  801,000 tons,  value d a t 
$174,779,000. Im ports , 1,689,000 tons, we re value d a t $198,675,000.

Tha t means, of course, th at we are now importing more than  twice 
as much steel as we are exporting, and we are able to get the 1,689,000 
tons for only about $24 million more than we had to charge for 
801,000 tons.
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You can go into every store in Washington, and shelves are loaded 
with foreign goods at prices substan tially below our own. And, if 
you would make a careful analysis of this matter, you would find that 
in many instances it is being shipped back by firms tha t have American 
capital invested abroad, if  not directly, at least indirectly.

Mr. Warden. But  not 1 pound from an underdeveloped country, 
nor will it be.

AID DOLLARS RELE ASE DOLLARS HE LD  BY RE CIPIE NT S FOR OTHER USES

Mr. P assman. I s it not true that every one of the underdeveloped 
countries, even primi tive ones, earn dollars, convertible currency from 
their  exports ?

Mr. Warden. Yes, sir.
Mr. Passman. Ord inar ily those convertible currencies, dollars or 

otherwise, tha t they earn, move into the channels of commerce. Even­
tually  the  dollars buy something out of America. Is t hat  a statement 
of fact ?

Mr. Warden. Yes.
Mr. P assman. If  you cred it to these fore ign countries, whether they 

be primitive, whether they be backward, or whether they be under­
developed countries, they can requisition, to a large  extent, their  
needs against the dollars we credit, can they not—tractors, automo­
biles, and roadbuilding  machinery, and all the other material ?

Mr. W arden. I do not know what the term “requisition” means.
Mr. Passman. All righ t, purchase; if they need fertilizer, bulls, 

cows, tractors, they can say, “Please ship, because we have these 
dollars with which to pay you.”

Mr. Warden. Yes.
Mr. P assman. We have no control over their  internal affairs, do we?
Mr. Warden. No, sir.
Mr. P assman. So, tha t would release to them whatever dollars they 

earn in convertible currencies to e ither buy our goods, or to buy gold, 
or to speculate, or to accumulate ? Isn ’t that right  ?

Mr. Warden. Or more properly to buy machinery tha t they need for 
development.

Mr. P assman. Let us say they do tha t. They can also accumulate, 
speculate, or buy gold, can they not?

Air. Warden. If  they do t hat , I  doubt that  they would get much 
development aid from this country.

Mr. Passman. There have been some months, if you give them $15 
million they would buy $15 million of our gold in the same month.

Look at the statistics, look at the amount of gold tha t went into 
Laos, Iran, and some of the other  heavy aid-recipient countries. It  
looks as if we pour  the dollars in and they come back the following 
week and buy our gold. The record speaks for itself.

Good wishes to you.
Mr. P eyser. Thank you.
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Tuesday, August 14,1962.

ADMIN ISTRATIV E EX PE NS ES , AGENCY FOR  INTE R­
NATIONA L DEV ELO PME NT

WITNESSES

HON. FRAN K M. COFFIN, DEPUTY ADMINISTRATOR FOR OPER­
ATIONS

ROY W. CRAWLEY, DIRECTOR, OFFICE OF PERSONNEL ADMIN­
ISTRATION, AID

ALBERT D. NEMECEK, CHIEF, ADMINISTRATIVE BUDGET BRANCH,
AID

EDWARD F. TENNANT, ACTING CONTROLLER, AID  
LEIGH M. MILLER, LEGISLATIVE PROGRAMS COORDINATOR, AID  

Mr . G ary . The  committ ee  w il l com e to  ord er.
Mr. Coffin, the committee will now consider the question of ad­

ministrative expenses fo r the Agency for Internatio nal Development.
You are going to testify, I  believe ?
Mr. Coffin. Yes, Mr. Chairman.
Mr. Gary. We will be very glad to hear from you at this time.
Mr. Coffin. Thank you, Mr. Chairman.

Statement of Deputy Administrator for Operations, Agency for 
I nternational Development

Mr. Chairman and members of the committee, I  welcome this op­
portunity to appea r before your committee as the witness for the 
“Administrative  expense” appropriation of the Agency for Intern a­
tional  Development. In my opinion, th is is one of the most vital and 
critical appropriation items in the entire act. Large sums are ap­
propr iated by the Congress for  the programs. I t appears to me th at 
the provision of adequate resources to manage these programs is es­
sential as a measure of protecting this important investment of the 
American taxpayer. The amount of $53 million in this request for 
administ ration of the programs is not large by comparison with 
amount requested for the  programs. It  represents something less than 
2 percent.

FACTORS AF FE CTING ADMIN ISTRATIV E BUDGET

The changing character of the program and the organization of 
the AID to pursue new emphasis have a significant bearing on the 
amount of resources required to administer the program. For  the 
past several weeks, Mr. Hamil ton and other witnesses have discussed 
with this committee salient features of the  change in direction of the 
foreign assistance program and the organizat ion of the AID  to carry  
out this program. 1 do not wish to  repeat at any length what has 
been reported in some detail by these witnesses. However, a brief 
summary is desirable as background for considering the “Adminis­
trative expense” app ropriat ion.

The Agency for International Development has a considerably 
broader responsibility and a larger task to perform than those of our
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pred eces sor agencies. These  ari se from : (1) New recognit ion  of  the 
urg enc y of su bs tan tia lly  expanded dev elopment  need s in Lat in  
Am erica  a nd  A fr ic a;  (2) New emphasi s on  l ong-rang e comprehen sive 
dev elopment  pl an ning ; (3) Th e need fo r a more intens ified and  
detai led  coordin ation  of  U.S. for eig n economic ass ista nce  effo rts,  in ­
clu din g those of  othe r U.S. agencie s; fo r example, Exp or t- Im po rt  
Bank,  and  those of  othe r free  world  na tio ns  and of in te rn at iona l in­
str um ental ities , and gr ea te r emp has is on coord ina tion of  m ili ta ry  
ass istance  ef forts ; and (4) The new empha sis  on s elf -he lp by rec ipi en t 
cou ntr ies . Fu rth ermore,  the  A ID  h as res ponsibil ity  fo r several  fu nc ­
tions fo r which its  predecesso r agenc ies had much more lim ited, if 
any, res ponsibi lity . These inc lude enc ourage ment of pr iv at e en te r­
prise to  pl ay  a la rg er  dev elopment  role  an d certa in aspects of  the 
food  f or  peace p rogram .

These fund am en tal  an d swe eping cha nge s hav e cre ated an increase 
in ac tiv ities  finan ced fro m ad min ist ra tiv e expense fun ds.  Furt her ­
more , the need to est abl ish , or  increase the size of, posts in newly 
ind epende nt countries in Afr ica and the pro gre ssivel y inc rea sin g size 
of  dev elopment  loan s rea ch ing  the im ple me nta tion stage have gen ­
erate d inc reased  demand on the  ad min ist ra tiv e expense resources fo r 
bo th fiscal ye ar  1962 an d fiscal ye ar  1963.

In  the  9 mo nth s du ring  which the  A ID  h as been opera tio na l, it  h as 
no t been poss ible  to f ul ly  a ttai n the degree o f a dm in ist ra tiv e efficiency 
to  which we asp ire . We are  stil l in the  process of  orga nizin g the 
ad min ist ra tiv e st ru ctur e bo th in Washing ton an d the field an d sta ff­
ing  the Agency. Th e new organiz ati on , whi ch we are  confident will 
pro ve inc rea sin gly  effect ive, is sti ll in  the tr ia l per iod  and almost 
da ily  we are  dis cov ering new needs  fo r fiscal and per son nel  r esources  
to  meet the  high  cha llen ge of  th is  complex prog ram which we are  
charg ed wi th admi nis ter ing .

FISCAL YEAR 19 62  BUDGET AS BACKGROUND FOR FISCAL YEAR  1963 REQUEST

To  pla ce the  request fo r fiscal ye ar  1963 in perspec tive , the fiscal y ear 
1962 ad min ist ra tiv e expe nse budget sho uld  be con side red, brief ly. 
Ab ou t a year ago, the fiscal ye ar  1962 a dm in ist ra tiv e bu dg et  fo r the  
pro posed  new Agency fo r In te rn at io na l Developm ent  was  pre sen ted  
to th is  committ ee. At  th at  tim e only  the broa d outlin es of  the or ­
ganiz ation  st ru ctur e and the op erat ing concepts ha d been developed . 
TTntil the  de tai ls could be worked out , it  was no t fea sib le to  proje ct 
a firm bud get  request fo r fiscal ye ar  1962. In  view of  the imponder­
ables  at  t hat  time, the  Pr es id en t’s ta sk  forc e de termined to prese nt an 
admi nistr at ive budget based on the the n ex ist ing  levels of  opera tion 
in the predecesso r agencies  of A ID . Th e com mit tee  was inform ed 
of  the pro vis ion al na tu re  of  the bu dg et  req uest fo r fiscal ye ar  1962 
and of  th e p ossible need  for  the P resid en t to use th e t ra nsf er  autho rit y 
of  sect ion 610 of the act to  prov ide  fu rt her  fun ds , if  ad dit ion al  re qu ire ­
ments  developed du rin g fiscal y ea r 1962.

An  am ount of  $47.5 m illi on  was  ap pr op riated  fo r fiscal year  1962. 
In  ad dit ion  $1.1 mil lion  of  unob lig ate d balances were availabl e from 
fiscal year 1961 and pri or yea rs, br ingi ng  the to tal  av ai labi lit y to 
$48.6 m illion.  As the  y ea r pro gre ssed, it became a pp ar en t th at  a dd i­
tional fund s were needed fo r:  (1) Ad di tio na l staff in Washin gto n to 
ca rry  out new fun ctions placed  upo n the  AID  and to im ple me nt the
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reo rga niz ation  pl an  of A ID ; (2)  req uir em ents of the Al liance fo r Prog ress ; (3) str en gth en ing of  the prog ram fo r tr ai ni ng  A ID  pe r­sonnel;  and  (4) increased staffing and su pp or t costs fo r miss ions  in Af ric a. An  amo unt of  $3 mill ion  was  tra ns fe rred  pur su an t to  a P re si ­denti al de termi na tio n da ted  Ma rch  22, 1962, ma kin g the  to ta l av ai l­able  fo r the  ye ar  $51.6 mill ion.  Of th is  to tal , $465,000 or  less th an  1 per cen t rem ained unobligate d at  the  end  of the  fiscal year.
APPRO PRIATION  REQUEST FOR FISCAL YEAR 19 63

Th e ap prop ria tio n reques t fo r fiscal ye ar  1963 is fo r $53 mil lion . Th is is the a mo unt a uth or ize d fo r fiscal yea r 1963 unde r sect ion 637 (a ) of the  F oreig n Ass istance  A ct,  as r ece ntly amended. In  ad dit ion , un ­obligated bala nces of  ad min ist ra tiv e fund s fro m fiscal ye ar  1962 a nd  pr io r yea rs are requ ested to be continued ava ilab le in fiscal ye ar  1963. These balances are  abo ut $465,000 fro m fiscal year  1962 fund s and  $635,000 f rom th e p rio r ye ars’ fun ds, fo r a  to tal  of  $1.1 million.  Th is wou ld br ing the tot al am ount available fo r fiscal year 1963 to $54.1 mill ion.
An ap prop riat ion of $55 millio n fo r “Adm inist ra tiv e expe nses" of A ID  was requ ested by the  Pr es iden t fo r fiscal year 1963. The de­tai led  budget estimate th at  has been furnish ed  to the  com mit tee was fo r th is amoun t. I t  wTas proposed,  ad dit ion al ly,  in th at  bud get  to use the  unobligate d balances of ad min ist ra tiv e fund s fro m fiscal year 1962 and p rior  years.
W ith in  the las t few day s, the new ob ligational au thor ity  fo r fiscal year  1963 has been redu ced  by the au thor izi ng  act from the  amount reques ted  by the Pres iden t to $53 mil lion . Tim e has  not pe rm itted  a complete revision of  the  de tai led  budget in line  wi th the  redu ced  au tho riz ati on . How ever, a re vis ion  of t he w orldwide  sum ma ry,  which appe ars on pag e 3 of  the ad min ist ra tiv e expense bu dg et  docu men t, has  been furni shed  to the com mit tee to  show the est imate d ut ili za ­tion of the to tal  fund s th at  would  be ava ilable  un de r th is  request.The $55 mil lion  requ ested by the Pr es iden t as new obligational au ­th or ity , plu s unobligate d pr io r year bala nces of $1.1 million, was con­sidere d as a very  m inim um am ount necessary to ca rry  on the essentia l ad min ist ra tiv e fun ctions o f th e A ID . Sub sequen t develop men ts have indic ate d an even la rg er  req uir ement . The $54.1 millio n th at  would be availabl e under thi s reques t is su bs tan tia lly  below wh at  the Agency believes is required to manag e effec tively  all phases of the  pro gra m.  Th e committ ee is urg ed,  there for e, to ap pr op riate the  requ ested amount.
I f  I  may  inter jec t here , Mr . Ch airma n, the au thor izing leg isla tion  also pu t in a proh ibi tio n ag ains t u sin g con tingency fund s fo r admi n­is trat ive expenses. Th is avenue is  no lo nger open to  us.
Th e amoun t of  $54.1 mi llio n fo r fiscal ye ar  1963 will  pro vid e fo r a to ta l of 3,039 pos itions fo r U.S . na tio na l employees distr ibuted  among op erat ing act ivi ties as fol low s: (1) Overse as ope rat ions, $28.5 mi llio n 1,114 posit ion s; (2)  Dom estic opera tions,  $21.4 mil lion  and  1,870 pos itio ns;  and (3) Su pp or tin g act ivi ties and services, $4.2 m il­lion  and 55 pos itions. These  amoun ts rep res en t increases over fiscal ye ar  1962 of (a) rou gh ly $1.9 mi llio n fo r the overseas  missions, (&) abo ut $200,000 for  W ashing ton expenses, and  (c) somewhat m ore than  $400,000 for  the  su pp or tin g a ctivit ies  and  services .
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OVERSILK OPERATIONS

The estimate of $28.5 million for oversea missions consists of 
amounts for the various regions as fo llows: Latin  America $5.3 mi l­
lion, Near Eas t ancl south Asia $6.3 million, Africa $9.3 million, 
Europe  $0.7 million, and Fa r East  $6.9 million. The increase of 
$1.9 million for the oversea missions provides for 30 additional U.S. 
national positions and 211 additional foreign national  positions; an 
increase in man-years resulting from a fuller  period of employment 
for positions established prior  to fiscal year 1963; periodic pay in­
creases for American personnel and wage scale increases fo r foreign 
national personnel; and increases in mission operating  costs. This 
increase covers the establishment of new missions mostly in the 
African area and small increases in staff for several missions. Reduc­
tions in staff* are planned for Greece, Israel, Lebanon, Spain, Yugo­
slavia, and Korea.

DOMESTIC OPERATIONS

The increase of $200,000 in Washington expenses is a net amount. 
It  is comprised of reductions total ing $2.9 million and increases 
total ing $3.1 million.

Increases in Washington expenses cover 153 additional man-years 
of employment under positions established in fiscal year 1962 but not 
filled for the full period, the cost of  periodic within-grade pay in­
creases, and increases in operating expenses such as rental of space, 
moving costs and alterna t ions of office space, etc.

The major portion of the decrease is represented in the proposed 
shi ft of 258 positions to program funding to implement the proper 
assignment of program support functions in the new organization 
of AID. The shif t of these positions results from the continuing 
analysis conducted to determine more precisely the proper  funding 
allocation of positions. Trad itionally there had been, in the major 
predecessor agency (IC A) , separate administrative and program 
funded categories of personnel. Administ rative personel were those 
concerned with  program planning, control, and the normal adminis­
trat ive functions of any U.S. Government agency. Program per ­
sonnel were those concerned with implementation and support of 
assistance programs. This princip le of the two separate categories 
of personnel has been adopted by the AID. With the formation of 
the AID  organiza tional structu re, and the assignment of functions 
and merging of personnel of predecessor agencies within  this new 
structure, certain personnel former ly financed from administra tive 
funds were found to be engaged in functions classed as program in 
AID. The t ransfer of those personnel to program funding will per­
mit a consistent application of the adopted principle  within all ele­
ments of the AID Washington organization. Although this shift 
of personnel is an outgrowth of the reorganization, it was not made 
during fiscal year 1962 in the belief that  such a change should first 
undergo budgetary  review. All such positions are in the regional 
bureaus of the AID and consist mainly of staff engaged in technical 
direction in the various fields (e.g., agricu lture, education, housing, 
etc.) and in the contracting, lending  and engineering  functions.
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SUP PORTING  AC TIV ITIES AND  SERVICES

Th is ac tiv ity  consists of tr ai ni ng  of staf f ($800,000), tem po rar y 
ass ignment c omplemen ts for F oreig n Service personel o f AID  ($300,- 
000), and s up po rt services f urnished  A ID  by the  D epart men t of State 
an d othe r Fe de ra l agenc ies ($3.1 mill ion) . These amounts  rep res en t 
increases over fiscal year 1962 of $69,000 fo r or ien tat ion  and tr ai ni ng  
of  oversea person nel , $108,000 fo r ou r Fo re ign Service  com plements  
and $265,000 to pro vid e for t he increased  cost o f necessary su pp or tin g 
services by the  De partm ent of St ate an d othe r U.S . Fe de ral agenc ies.

SUMM ARY

Mr. Ch air ma n, I know th at  tra di tio na lly  you have  had a very close 
int ere st in th is  program  and have been pa rti cu la rly  concerned with 
the  maner in which it has  been adminis tered . I sinc erely b elieve th at , 
given the  new cha llenges  before  us in terms  of prog ram an d ad min­
ist ra tiv e com plexity , it is o f utm ost  importance  th at  we be ade quate ly 
staf fed and ade quate ly financed to do a good admin ist ra tiv e job.

I hope that  in your considerat ion  o f t hi s request you will agree wi th 
me th at  we mus t pres erve a str on g ad min ist ra tiv e str uc ture  du rin g 
th is  fiscal year  and  will  p rov ide  the  resourc es, w hich we ha ve requ ested, 
to pe rm it u s to do so.

Mr. G ary. Th an k you , Mr. Coffin.

COMPARISON  OF FISCAL  YEAR 19 6 2 AND FISCAL YEAR 19 03  ESTIM ATES

As I  un de rst an d it, your  es tim ate  fo r admi nis tra tiv e expenses  fo r 
fiscal ye ar  1963 is $55 mil lion ?

Mr. C of fin . That  is corr ect.
Mr.  Gary. Tha t was reduce d in the  au thor izi ng  leg islation  to $53 

mil lion ?
Mr. Cof fin . Righ t.
Mr.  G ary. Yo ur 1962 ap pr op riat ion was $47.5 millio n?
Mr. C of fin . Righ t.
Mr.  Gary. Th ere fore,  you are req uesting  an  incre ase o f $5.5 mil lion  

fo r 1963?
Mr . Cof fin . Th at  is correc t. I po in t ou t th at  du ring  the  year we 

sup ple me nte d th e bu dget w ith  $3 million tra ns fe r, so th at  we ar e askin g 
fo r fund s o f $2.5 m illi on above  w ha t w ere ac tua lly  used last yea r, ta k ­
ing  in to acco unt the  ini tia l ap pr op riat io n and the  s ubseque nt tran sf er  
du ring  the year.

Mr . Gary. The  tr an sf er  h as  to be add ed to  y ou r ap prop riat ion fo r 
1962 to get a  tru e picture .

POSIT ION S TR ANS FER RED  TO PROGRAM FU ND IN G

In  addit ion  t o the  $5.5 millio n, there  is an item refe rre d to on pag e 
6 o f y ou r s tat em ent o f a s hi ft  fro m 258 posi tions to program  fu nd ing 
to  implement the  p rope r ass ign ment of prog ram su pp or t fun ctions in 
th e new organiz ati on  of A ID .
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Air. Coffin. Tha t is correct.
Mr. Gary. Wha t is the amount of tha t sh ift in dollars?
Mr. Nemecek. $2,735,000.
Mr. Gary. Considering th at shift,  tha t would mean you are asking 

for $7,725,000 over 1962, is that  correct?
Mr. Coffin. Yes, we would put it th at we are really having in mind 

tha t we told the committee last year we were giving the 1962 budget but 
we were not certain  about i t because we were in the throes of reorgan­
ization. We merely extend prio r year budgets and said tha t if we 
had need to supplement this, we would, which we did, to the  extent of 
$3 million. The real difference, I think, is roughly $5.2 million. 

CO NT INGE NC Y FU ND  TRANSFE R IN  FIS CA L YEAR 1962

Mr. Gary. You transferred $3 million from the contingency fund 
to the 1962 administrative expenses appropria tion ?

Mr. Coffin. Yes, sir.
Air. Gary. Which meant that vou actually had $50.5 million in 

1962 ?
Air. Coffin. Yes, si r; that is roughly right.
Mr. Gary. Taking in to consideration the shif t now of certain per­

sonnel over to the program support appropriation, that  would make 
the exact amount of the increase you are requesting over 1962 approx­
imately $5.2 million ?

Air. Coffin. Bight.
Air. Gary. Gentlemen, we shall take a short recess to answer a roll- 

call of the House.
(Thereupon, a short recess was taken.)

PERS ON NE L REQUESTS, 19  63

Air. Gary. Air. Coffin, applying the same methods, what is the dif ­
ference in personnel of the 1963 request as compared with 1962?

Air. Coffin. You are asking for the Washington administ rative 
personnel in this budget?

Air. Gary. We would l ike to have it both for the AVashington office 
and overseas, as compared with 1962, taking into consideration the 
trans fers you enumerated in the discussion of the cost factor.

Air. Nemecek. Alay I speak to that ?
Air. Gary. Yes.
Air. Nemecek. AATe had 3,284 permanent positions for fiscal year 

1962 shown in our statement.  This would be reduced by 258 to make 
it comparable and tha t would bring  us down to 3,026. We are asking 
for 3,039 positions for fiscal year 1963. The difference between the 
3,039 and the 3,026 would be 13 positions increase, on a comparable 
basis.

Air. Gary. In the  Washington office ?
Air. Nemecek. No ; this was a total.
Air. Gary. Tha t is overall ?
Air. Nemecek. This was the worldwide total.

increase in personnel requirements

Air. Gary. Tha t many additional employees certainly would not 
cause $5.2 million. Where is the balance of your $5.2 million increase 
going ?
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Mr. N emecek . A g ood p or tio n o f the incre ase in 1963 as com pared  to 
1962 is fo r fil ling posit ion s th at were  au tho rized  du ring  fiscal year  
1962 bu t no t filled  fo r the fu ll period of  fiscal year  1962—a lon ger 
pe riod of  emplo ym ent  du rin g fiscal 1963 fo r positions au tho riz ed  in 
1962.

Mr. Gary. ITow many d id  you ask fo r la st  yea r ?
Mr. Nemecek . For W ash ington  ?
Mr. G ary. No ; tot al.
Mr. N emecek . We  asked for  3,012 pos itio ns la st  year .
Mr. Gary. H ow did y ou  get  to the 3,284 figure  w ith  an autho riz at ion 

fo r only 3,012 ?
Mr. Neme cek . Th e differen ce between the 3,012 and  the 3,284 re ­

sul ts fro m increases in posit ion s th at  were  req uir ed fo r the new 
Agency a ft er  we had  had  tim e to tak e stock  o f requ irements  in  th e new 
Agency.  Th e or igi na l bu dg et fo r fiscal ye ar  1962 was a pro vis ion al 
budget an d it did  no t tak e into accoun t all of  the  requir em ents of the  
new Agency fo r the reason  we wer e no t in a pos itio n to an tic ipa te  all 
req uir em ents at th e tim e we subm itted  the fiscal ye ar  1962 budget .

Mr. Cof fin. May I  add  to th at , Mr. C ha irm an  ?
Mr. G ary. Yes.

COM PARISON  OF FIS CA L YEAR 1961 W IT H  FIS CA L YEAR  1963  OVERALL 
PROGRAM

Mr.  Cof fin . The comp ari son th at  T th in k is he lpfu l is taki ng  the  
increase since 1961, comp ar ing  1963 with  1961.

Th e f un ds  f or  w hich we are  resp ons ible  in crease d fro m 1961 to  1963 
by  44 percen t. The U.S. na tio na ls per son nel , worldwid e increase d, 
if  we con sider 1963, only 4.3 per cen t. In  othe r words, in 1962 we 
pr ac tic al ly  doubled the dev elopm ent  len ding  ap prop riat ion.  We in ­
crea sed dev elopment  gr an ts  and  ins tea d of  ha ving  an ap prop riat ion 
of  about $2 bil lion, we ha d an ap pr op riat ion of  $2.9 bill ion . Th is 
ye ar  ou r reques t is $3.2 bil lio n and when we co nt ra st th e cha nge  
betw een 1961 and 1963 th e increases there are  ma de up  as fo llo ws: 
Ab ou t $5 m illion was  fo r inc reased  staff ing fo r oversea missions;  and  
fo r AID  staffing in W ashing ton—th is  is the to ta l—th ere was  a ne t 
figu re of  $1 mill ion;  fo r trai ni ng , $380,000; for eig n serv ice staffing 
complem ents , $110,000; pa y increases and  wage scale  increases , $1.2 
mill ion;  incr eased tra ve l, $400,000; general  increas es in op erat ing 
costs, $565,000.

The difference between 1961 and  ou r re quest  f or  1963 i s $8.8 mi llion, 
but  t hat  is the increase in res ponsibi lit ies  no t o nly  in  th e ap prop ria tio n 
bu t also in the  acc um ula tion of  len ding  fu nd s which  hav e been obli­
ga ted  and  the im plem en tat ion  of  the se loa ns sti ll has to  be 
accomplished.

Th is  takes place  ove r a lon g pe rio d o f tim e, M r. G ary .

JU ST IFIC ATI ON FOR PERSON NE L INC REASE S

Mr. Gary. App aren tly  wh at you did  las t y ea r is  t hat  you  employed 
more  persons tha n were a uth or ize d by the App ro pr ia tio ns  Commit tee.

ou nu t on a nu mb er of  them at  the end of  th e ye ar  and now you 
hav e to ask fo r ad dit ion al money to ca rry  the m on th ro ug h anoth er
y ear; is th at  c orrect  ?
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Air. Coffin. We put on a number through the year. I do not know 
tha t they bunched up at any par ticu lar time. We told the Congress 
a year ago th at with the new Agency merging DLF, ICA, we could 
not intel ligently say what the budget would be except to take the  pre- 
ceeding expenses of DLF  and ICA and project that figure, saying 
at the same time tha t as we worked out the new organization  based 
on regional lines, we would feel free to draw on o ther funds  if we 
needed to. In other words, we said this is a projection of the past 
but we realized we are entering  a new period of complexity with 
some new functions and new things demanded of us. If  this re­
quired more funds, we would draw them from another account.

F I N A N C I N G  O F  A D D IT IO N A L  P E R S O N N E L

Mr. Gary. I take it tha t most of these additional people were 
employed with the money you transfer red from the contingency; is 
that  correct ?

That  enabled the employment of these additional people ?
Mr. Coffin. Yes, sir. The net effect was that,  as the contingency 

fund drawdown took place in March, the people hired earlie r came 
out of the regular appropriations but the availabil ity of transfer  
autho rity certainly made it possible for us to proceed in an orderly 
way with our recruiting.

Mr. Gary. Can you tell us how many positions were filled during  
the months of April, May, and June?

Mr. Crawley. I can, Mr. Chairman.
I can tell you what our accessions were for last  fiscal year. During  

the entire year, we brought on board 1,439 employees and  they were 
not bunched. This is at an average monthly rate of about 120 and 
it was about on that level.

Mr. Gary. Will you supply the information for the record for those 
3 months?

Mr. Crawley. All r ight , sir.
(The information follows:)

A I D employment accessions during fin al quarter of fiscal year 1962 (U .S.  national 
employees')

C at eg or ie s of ac ce ss ions
1962 4th q u a rt e r 

of  fis ca l 
yea r 1962,

to ta lA pri l M ay Ju n e

W as h in g to n  h eadquart ers :
R eg ula r s ta f f .. .  .......................... .  ............................... 52 116 127 295O th er A ge nc y de ta il s ____ ______________________ 3 11 14

S u b to ta l............. ....... ......... ..................... ........................... 55 127 127 399
O ve rs ea  m ission s:

D ir ec t- h ir e.................. .................................................. ......... 39 53 48 140O th er A ge nc y_____________ _____ _________________ 10 3 4 17
S u b to ta l____________________ ________________ _ 49 56 52 157
T o ta l.............................. . ............... ................. . ................. 104 183 179 466

N o te .—D oe s n o t Inc lu de  consu lt an ts , sh o rt -t e rm  det ai ls  from  o th e r a ge nc ies,  an d t em p o ra ry  su m m er an d  s tu d e n t ap po in te es .
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ANNU A LIZ A TIO N  COSTS IN CLUDED  IN  FI SC AL YE AR  1 9 6 3  EST IM ATE S

Mr. Gary. On page 14 of the just ifications, you show 153 nationals 
at a cost of  $2,310,000. Tha t is over $15,000 each. Can you give us 
some explanation of tha t figure? Tha t is an additional cost to a 
current  year to annualize expanded operations financed for par t of a 
prior  year.

Mr. Crawley. Do you have that ?
Mr. Nemecek. Yes.
The total cost is $2,310,000 and it is not limited to salaries. It is the 

total cost related to the annualization of 153 man-years during fiscal 
year 1963.

Mr. Gary. It  is an addi tional cost you have here ?
Mr. Nemecek. Yes, sir.
Mr. Coffin. But you allocate to each person a certain amount of 

overhead or space and services.
Mr. Nemecek. Support ing costs ; yes, sir.
This would be the additional cost in fiscal year 1963 to support these 

people for a fu ll year dur ing tha t period, whereas during fiscal year 
1962 they were supported for only a part of the year.

Mr. Gary. Wh at was the cost? Can you give us the cost in 1962 
for sup portin g those people ?

Mr. Nemecek. The same people ?
Mr. Gary. Yes.
Mr. Nemecek. No ; I would not be able to.
Mr. Coffin. You are talk ing about additive  costs, travel, telephone. 

You are not d ividing preexisting overhead to arrive  a t tha t figure?
Mr. Nemecek. This is a different cost for  fiscal year 1963.

M ETHOD OF PR O JE C TIN G  SA LA RY  AND SU PPO RTIN G  COST ES TI M ATE S

Mr. Gary. How can you get the additional cost if you do not know 
what the original cost was ?

Mr. Nemecek. We did this  by the use of factors. It  is arrived at 
statistically. We do not have actual accounting records to provide 
this information,  and it was arrived a t statistically.

Mr .G ary. You say tha t is not entirely salaries.
What other  costs go into it ?
Mr. Nemecek. It  would be the entire range  of expenses to support 

an individual. It  would include  salaries, rents, supplies, equipment, 
and perhaps some tr av el; a whole range of expenses.

Mr. Conte. Mr. Chairman?
Mr. Gary. Yes, sir.
Mr. Conte. You must have the cost for salaries alone in the pre ­

vious year for those nationals.
Mr. Nemecek. We do not identify these as individuals. This is a 

total increase in average emplovment within our overall Washington 
organization. It is attributab le to the increased period of employ­
ment in fiscal year 1963 over fiscal year 1962.

Mr. Conte. I understand tha t, but you must have the number of 
employees and the amount you paid them in salaries in 1962; the num­
ber of employees and salaries you are paying them in 1963 ?

Mr. Nemecek. I think we could develop this  on a factor basis. We 
could develop those costs.
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Mr. Coffin. Wha t they do is to take the employees on board in 
1962 and they have salaries for all our employees on board. They 
also have all their expenses so they are able to figure out for 1962 
the total cost allocable to each employee because it divides the total 
administ rative cost into the number of employees.

Mr. Conte. I fully understand that but you must have payroll 
sheets for the number of employees you had and what you pa id them.

Mr. Tennant. I think it is a question of breaks here.
As you can see, on page 26 for domestic operations, the personal 

service cost, personal compensation, is the answer to your question, 
Mr. Conte.

Our estimate for 1962 domestic operations, personnel compensation, 
was $16,053,000 and the comparable figure for 1963 is $15,789,000.

In this break t hat  the chairman is reading from, we have compart­
mentalized a lot of differences I laid out.

EXPLAN AT ION  OF INCREA SES AND DECREASES IN  FISCAL YEAR  19 6 3 
ESTIM ATES

Mr. Gary. Tha t is a decrease. How could you get an increase out 
of a decrease ?

Mr. Nemecek. I t might be well to compare the table on page 26 
with the table you were just  referr ing to on page 14.

Mr. Gary. That is what we are tryi ng to do. One shows a decrease 
and the other shows an increase. We are try ing  to get you to do tha t 
and put it  in the record. Give us an explanation  for it.

Mr. Nemecek. The table on page 14 is based on the differences in 
the tota l figure from 1962 to 1963. It  is not limited to the salary line. 
On page 26 we show $21,232,000 for fiscal year 1962.

Mr. Tennant. Tha t is the to tal of the  1962 column on page 26.
Mr. Nemecek. This is the tota l for Washington, all types of ex­

penditures. The comparable figure for fiscal year 1963 is $21,389,000.
The table on page 14 attempts  to give, just by major categories, the 

items of decrease and the items o f increase which make up the differ­
ence between the $21,232,000 for 1962 and the $21,389,000 for fiscal 
year 1963.

The first item shown there is a reduction of the 258 positions for 
214 man-years and $2,735,000 involved in the shi ft to program 
funding .

The next item is a reduction of 22 positions, 18 man-years, with a 
reduction of $176,000.

The last  reduction item is 3 man-years of consultant employment 
for $54,000.

The reduction totals 280 positions, 235 man-years, and $2,965,000.
Then we come to the increases. The first item of increase is the 

increase in average employment due to positions au thorized in fiscal 
year 1962 being filled fo r a longer period of time in fiscal year 1963. 
There is no increase in positions, bu t the net increase in average em­
ployment is 153 man-years for $2,310,000.

EXPLAN ATION  OF INCR EAS ED COST FOR AVERAGE EM PLOY ME NT

Mr. Gary. Can you give us a breakdown of tha t $2,310,000? 
Mr. Nemecek. I cannot here.
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Mr. Gary. Tha t is what  I mean. Can you give us that  in the 
record ?

Mr. Nemecek. I th ink  we can.
Mr. Gary. I wish you would. Show what is salary  and wdiat other 

items make up tha t $2,310,000. Tha t is w hat we are inquir ing about. 
I t certainly could not be the additional salary  cost alone, because it  
works out more tha n $15,000. If  the additional for salary costs alone 
would be $15,000, then you are paying out of propor tion to other 
salaries.

Mr. Coffin. The rough  average salary per man is about $10,000 
with the additive amount being other items of expense. We will 
supply that.

Mr. Gary. We would like to have that information in the record.
(The information requested follows:)

Breakdo wn of cost for additional  man-years of nationals for  fiscal year  1968
Thousands

Personne l com pensation__________________________________________ $1, S41
Personne l benefits_______________________________________________  133
Trave l_________________________________________________________  100
Pr in tin g_______________________________________________________  80
Equipment_____________________________________________________  77
Miscellaneous___________________________________________________  70

Total______________________________________________________2,310

COM PARISON  OF TOTA L PERS ON NE L OVER 3 -YEA R PERIOD

Mr. Gary. You gave us a comparison of your tota l personnel for 
1962 and 1963. Could you add 1961 to tha t to give us the comparison 
for 1961, 1962, and 1963, and also break the figures down between the 
domestic and foreign employees ?

Mr. Tennant. Yes, sir.
Mr. Gary. Please p ut a table of t ha t k ind in the record.
(The information requested fol lows:)

Admin istrativ e expenses— Comparison  of  U.S.  nationa l and fore ign national per­
manen t positions, fi scal years 1961, 1962, 1963 {on comparable basis')

Fisc al ye ar  1961 Fiscal ye ar  1962 Fis cal y ea r 1963

U.S.
na tio na ls

Fo reign
na tio na ls

U.S .
na tio na ls

Fo reign
na tio na ls

U.S .
na tio na ls

For eign
na tio na ls

Oversea op erat ions _____________________ 1,085 1,930 1,084 1,940 1,114 2,151

Do mes tic  op erat ions ______ __________ 1,867
-2 58

2,150
-2 58

1,870
Less posit ion s tra ns fe rred  i n th e es tim at e.

N et  do me sti c op erati ons (ad juste d 
for co m pa ra bi lit y) ______________ 1,609

50
1,892

50
1,870

55Su pp or tin g ac tiv iti es  and  se rvices_______

Tota l (adjus ted for com pa ra bi lit y) . . 2,744 1,930 3,026 1,940 3,039 2,151

UNOBLIGATED BALANC E AS OF JU N E  3 0 , 1962

Mr. Gary. What was the unobligated balance in the administrative 
expenses appropriation on June 30,1962 ?

Mr. Coffin. This was $465,000, which was unobligated from fiscal 
1962. It  is slightly smaller than a year ago. We add to tha t a
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figure of $635,000 from years  prio r to 1962 that  is unobligated. The total is about the same as those two items which were carr ied forward from fiscal 1961, s lightly smaller than the carryover from 1961.
Mr. Gary. Wha t is the total ?
Mr. Coffin. It  is $1.1 million.
Mr. Gary. Section 301(b) of the Foreign  Assistance Act of  1963— how much was appropria ted for this purpose for fiscal year 1962?Mr. Tennant. Section 301 is the international organizations and programs. The appropriation for 1962 was $153,500,000. That is the program that Mr. Cleveland is defending.
Mr. Gary. Wh at was the adminis trative expense connected with the administ ration of those funds?
Mr. Tennant. This program is administered by the Depar tment  of State, and there is no money in th is budget for that  program.

TO TA L A N N U A LIZ A TIO N  COSTS IN  FI SC AL YE AR  19  63

Mr. Gary. What amounts of funds do you have in the 1963 estimates for the cost of annualizing positions created in 1962? I imagine the domestic par t of it was the $2,310,000 figure that  we had a few minutes ago.
Mr. Tennant. That is correct.
Mr. Gary. T want the total now. The overseas was how much ?Mr. Coffin. $1,252,000, or a total of  $3,562,000.

CH ANGES  IN  PO SI TI ONS AN D REPL ACEM ENT OF PE RSO N N EL UNDER 
SE CTI ON 6 2 1 ( d )

Mr. Gary. In the reorganization of the  AID Agency, I believe Mr. Hamil ton stated tha t 287 positions had been abolished. "What was the cost of these positions?
Mr. Crawley. Mr. Chairman, he probably was speaking of the exercise we call 621(d), a section in our authorization legislation which said the Administra tor should have the authority to decide which employees should not be transfer red to the Agency for Internatio nal Development. As a result of that , initial ly 345 employees were not to have been transfe rred. In the review—there was a very thorough review of this situation—it finally evolved tha t 274 individuals were finally separated. This is the figure to which you referred .
Mr. G ary. What was the cost of these 274 positions?
Mr. Crawley. We would estimate roughly $10,000 a position, and this would be roughly $2.75 million.
The point  is that these positions, not the same positions but the same in type, were later on filled durin g the year. This is one of the prob­lems. As a result of the 274 not being transferred, there were no actual dollars saved. The positions still were there and were filled lat er on as we obtained staff.
Mr. Coffin. The intent of Congress was to get the best quality of personnel, and an attempt was made to single out those who. either because of their  own competence or, even more, because of the new type of work required by the Agency, were not so valuable. The net result of this should be an increase in quality, not an increase in fund­ing availability.
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ACTUAL VERSUS EST IMA TED FISCAL  YEAR 1962  PER SONNEL RE QU IREM EN TS

Mr. Gary. Last year the 1962 justifications indicated a requirement for the following number of permanent U.S. positions and man-years of employment: Oversea operations, 1,087 or 1,002 man-years. Wha t did you actually realize on that?
Mr. Coffin. We came very close to that, I believe. My recollection is that the figure is about 1,006 man-years.
Mr. Gary. H ow many positions ?
Mr. Nemecek. 1,084.
Mr. Gary. 1,084 positions or 1,006 man-years, as compared with your estimates of 1,087 and 1,002.
Mr. Tennant. Tha t is correct, sir.
Mr. Gary. That was for  your oversea operation. How about your domestic operation? Your estimate was 1,875 positions, or 1,771 man-years.
Mr. Tennant. Tha t is correct. We realized 2,150 positions and 1,853 man-years.

AGENCY REORG ANIZAT ION INCREA SED DOMESTIC PROGRAM

Mr. Gary. Then practica lly all of your increase was in Washington in your domestic program.
Mr. Tennant. Tha t is correct, sir. Tha t is due to the  reorganiza­tion and the establishment of the Agency and conversion of the predecessor agencies into one organization.
Mr. Gary. What is your estimate for these two organizations in 1963?
Mr. Coffin. In  1963, we estimate overseas, 1,114 positions.
Air. Gary. How many man-years ?
Mr. T ennant. 1,085.
Air. Coffin. And in Washington, 1,870 positions.
Mr. Tennant. And 1,771 man-years.
Air. Gary. The same as you estimated last  year.
Air. Tenant. Yes, sir.
Air. Coffin. The reason is tha t we are in this process of  needing some new capabilities and are not yet able to phase out some of  the people whom we will not need. We expect next year we will be able to arrive more closely at this estimate.

FIS CA L YEAR 19 6 2 PROGRAM FOR SUP PORTING  COSTS A ND SERVICES

Air. Gary. L ast year, the 1962 justifications indicated a program of $2,493,000 for supporting activities  and services. Wha t did you obligate for  this purpose ?
Air. T ennant. $3,806,000.

COM PAR ABI LITY OF FISCAL  YEARS 1962  AND 1963 SUPPO RT COST EST IMATES

Air. Nemecek. I might say these figures a re not directly compar­able, in tha t in the present budget which you have, we have revised some of the categories. There is not direct comparabi lity between the figures.
Air. Gary. Can you give us the comparable figures for your sup­port ing activities and services for 1962 and 1963 ?

87948— 62— pt. 3-----59
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Mr.  Cof fin . Ma y we su pp ly th at  f or  the reco rd ?
Mr.  Gary. Yes, please do. The obligations in your  jus tificat ions 

were $2,493,000. We want to  know  what you actua lly  ob ligate d in 
1962 for  sup po rti ng  act ivi ties an d serv ices.

Mr. Nemecek . On  a comparable  basis.
Mr. Gary. On a comparable  basis .
(The  in form ation  requested  fo llows :)

Adm inis trative  expenses— Comparison of  estimates for  supp orting activities and 
services

[In th o u san d s of  Dol la rs]

Staff  t ra in in g  a nd  d e v e lo p m e n t. ..........—_____ ______ _____ . . .
A dd  a ppli ca ble  per so nn el  co m pen sa tion  a nd  b en ef it s,  for  com ­

p a ra b il it y  1 ........... ......... .................—....................................................

S ub to ta l,  st af f tr a in in g  a nd  dev e lo pm en t (a d ju st ed )____

For ei gn  Se rv ic e st af f com ple m ents ___ ____ _________ ____ ___
D educ t per so nn el  co m pen sa tion a n d  be ne fi ts  r e la ti n g  t o  st af f 

tr a in in g , for co m para b il it y_________________ ________ ______

S u b to ta l,  For ei gn  Se rv ice st af f co m ple m en ts  (ad ju st ed ).  
A dm in is tr a ti v e  s u p p o rt  b y —

P art ic ip a ti n g  age nc ie s___ ______________ _________________
D ep a rt m en t of S ta te , ce ntr al iz ed  co st s___________________

S u b to ta l (1962 on ly , for com p ara b il it y )...... ...........................
A dd adm in is tr a ti v e  s u p p o rt  b y  D ep a rt m en t of  S ta te , ov er se a

co sts a t po st s,  f or  c om para b il it y  3_______ _______ __________
T o ta l D ep art m en t of S ta te  a dm in is tr a ti v e  s u p p o rt (a d ju st ed ) .

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

1962
1963 co n­

gr es sion al  
p re se n ta ­

ti on
In  1962 con ­
gr es sion al  
p re sen ta ­

ti on

In  1963 c on ­
gr es sion al  
p re sen ta ­

ti on

311

+2 74

731 800

585 731 800

464

-2 7 4

169 277

190

584 
1,134

169

550
(’)

277

610
(’)

2,493

1,422 
(< 2,556)

(’)
2,356

(’)
2,561

3,915 3,8 96 4,248

i Tn 1962 co ng ress iona l p re se n ta ti on  t h is  i te m  w as  in cl uded  u n d e r “ Fo re ig n Ser vi ce  st af f c om ple m en ts .”  3 N o t se par at el y  c om pute d , in c lu ded  i n  to ta l D ep a rt m en t of S ta te  a d m in is tr a ti v e  s u p p o rt .
* I n  1962 con gr es sion al  p re sen ta ti on  t h is  it em  w as  i nc lu ded  u n d e r  “ O ve rs ea  o pera ti ons .”
« N onadd , sh ow n for  c om par ab il it y .

Mr.  Gary. W ha t amoun ts are  requ ested fo r the  three  subheads un ­
de r th is item u nder tli e nonregional  p rogram  ?

Mr.  Nemecek. Wh ich  subheads?
Mr.  Gary. Su pp or tin g ac tiv itie s and services. Can  you pu t t hat  in 

the record ?
Mr. T en nan t. We sh all be gla d to furni sh  th at , sir .
(The  in forma tion r equeste d fo llows :)

Interregiona l expenses—Fiscal year  1968 estimate supporting activities and 
services (covering same categories as under “Adminis tra tive expenses")

Thousands
Staff tra ining and development___________________________________$2. 200
Foreign Service staffing complements______________________________  590
Adm inist rativ e supp ort services  by—

Department of Sta te________________________________________  •">, 700
Partic ipa ting agencies_______________________________________  5, 460

Total____________________________________________________ 13,950

STA FF IN G ES TIM ATES  FOR  N EW  M IS SI O NS I N  FI SC AL YE AR  1 9 6 3

Mr. Gary. W ha t new missions do vou propose to establ ish  in fiscal 
1963?
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Mr. Coffin. AVe propose for the forthcoming year to establish mis­
sions in the Central African Republic, ('h ad, Gabon, Mauritania, the 
newly independent countries of Rwanda and Burundi, Zanzibar, and 
Syria.

Mr. Gary. What staff and cost do you estimate for each country?
Mr. Coffin. In the Central  African Republic, two positions for 

U.S. nationals. Two in Chad. Two in Gabon. Two in Mauritania. 
Two in Ruanda-Urundi. Two in Zanzibar.

Each of these will require only one man-year. Even though each 
of these has two positions, we estimate  one man-year in each mission.

We estimate two local positions in each mission, except Zanzibar, 
where we estimate one. The man-years for the local would be 0.3 
man-years in all of them except M auritan ia, where we estimate one 
man-year, and Zanzibar, where we estimate half a  man-year.

COST OF  N EW  AI D M IS SI O NS

Mr. Gary. Wh at is the cost of each mission ?
Mr. Coffin- The cost of each of those missions is $55,000, except for 

Mauritania, which would be $69,000, and Zanzibar, which would be 
$65,000. These are all very small missions.

Mr. Tennant. Mr. Chairman, at the time we went to press with 
this, Ruanda-Urundi still had not been broken up into two countries, 
and T imagine we will have to reappraise our request on that.

Mr. Coffin. These will be two countries. The question would be 
whether we would have a regional mission for the two, or whether 
we would divide personnel among those two. These have been the 
administrative figures for that .

T did not give you the figures fo r Syria. In Syria  there would be 
eight U.S. positions.

Mr. Gary. That  is a new mission in Syria ?
Mr. Coffin. Yes. With  its independence from the United Arab 

Republic, we have fe lt this was a useful place to  have a mission.
Mr. Gary. What is your estimated cost on that?
Mr. Coffin. The Svrian mission total admin istrative cost would be $227,000.
Mr. Gary. Have you a 1963 program proposed for  each of these 

countries at the present time ?
Mr. Coffin. T believe we have.
Mr. Miller. Tn the s ituation of Burundi and Rwanda, I  believe we 

have indicated to the committee th at we will consider a program in 
1963 fiscal year, although at this  t ime it is not fully  defined. 

estimated additional costs for mission expansion
Mr. f tary. AA hat is the cost of  the additional staff for expansion of existing missions?
Mr. Coffin. In my statement, Mr. Chairman. I said tha t we esti­

mated roughly $1.9 million of increases over fiscal 1962 which is 
accounted for by either starting or expanding oversea missions or 
paving increased costs for oversea missions.

Mr. Gary. T want to know the additional staff fo r the expansion of these oversea missions.
Mr. Nemecek. We do not have the expansion pa rt of i t broken out.
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We have a combined figure. We do not have separate figures on that. We could supply that to you.
Mr. Gary. Supply that for the record, please.
Mr. Nemecek. Yes, sir.
(T he  informat ion requ ested fo llo ws:)

Adm inistrativ e expenses— Additi ona l sta ff required in fiscal year 1963 fo r expansion  
of oversea missions

Existing missions  Increased in size
Add itional posi tions

U.S.
nationals

Foreign
nationals

Latin America:
Argentina  (Buenos Aires)_______________________________________Bolivia (La Paz)_______________________________________________Brazil (Rio de Jan eiro )__________________________________________Chile (Santia go)......................... . . ............................ .......................... - ........Colum bia (Bogota)_____________________________________________Ecuador  (Quito)---------------- ------------ ----------------------------- ------------El Salvador (San Salvador)_____________________________________Guatemala (Gua temala C ity )_____________________________ _____ .Hond uras (Teguc igalpa)________________________________________Nicaragua (Managu a)................................................. . ................ ................Pan ama (Panam a C ity )............................. . ..................................................Para guay (Ascuncion).......... ....................... ..................................................Peru  (Lima)................................. .............. ....................................................Trinidad (Port-of-Spain)________________________________________Uruguay (Montevideo)_________________________________________Venezuela (Caracas)______________________ ____________ . . . . ____ _Brit ish Hondura s (Belize)..............................................................................

Sub tota l____________________________________________________
Near E ast  an d South Asia:

Ind ia (New Delhi)....................................................... . .................................Nepal  (Ka tmand u)....................................... ........ ..........................................Yemen (Ta iz)_________________________________________________Cyprus (N ico sia )... ................. .......................... ...........................................
Subto tal__________________________________________________ —

Africa:
Ethiopia  (Addis Ababa)....... ........... ....................... . ................ ....................Federation oi Rhodesia and N yasa land  (Salisbury)__________________Ghana (Accra)......................................... . ........... . ....................................Ken ya (Nairobi)______________________________________________Liberia  (Monrovia)____________________________________________Morocco (Raba t)______________________________________________Somali (Mogadiscio)........ ................... . ................ . ......................................Sudan (Khartoum)____________________________________________Cameroon (Yaounde)__________________________________________Guinea (Conakry)..... .....................................................................................Ivory Coast (Abidjan)....................... ............. ..............................................Malagasy (Tanana rive)_______________ ________ _____ __________Mali (Bam ako) ........... .............. ................ . .............. ........... . .....................Republic of the  Congo (Leopoldville)............ ........................................... .Senegal (Dakar)................. ......... ......... ................ ................... ....................Sierra Leone (Free town)........ ....................... ......... ......................................Tanganyika (Dare s Salaam ).........................................................................Togo (Lome)..... .............. ................... ..........................................................Uganda (Kam pala)........ ............................. .......................... ...... ................Upper Volta (Ouagadougou)....................... . ........... . ........... . ...................Congo Republic (Br azz avi lle)......... . ......................................... . ...............Niger (N iam ey)..____________ ________________________ ________

Sub total....................... ................................................................................
Fa r East :

Burma (Rangoon)....... ................................. ..................... . ................ .........Cambodia (Phnom Penh )............ . ....................................... .......................Indones ia (Djakarta )..................................... .......................... ........... ........ .Laos (Vient iane)..............................................................................................Philippine s (Manila ).................... ..................... .............. ........ ................Thailand (B an gk ok ).. ____ ___________________________________Vietnam (Saigon)........... ........... ...... .............. .............. ........ . ............. ........
Sub total....................... ................................................................................
Total  additional positions........ ........... ............................... ........ ...............

1
1

2

9

3
5
1

9

2

2
1

2
1

3
3

2
2
2

2
3

3

28

2
1

1

4

60

2
8

15
5
5
5
4
5
5
6 
5 
4 
4

12

1
2

87

26
17

5

48

4
3
7 
2
5 
2 
2 
2 
9
8
6 
5
4

3
3
4 
2 
3 
2
5 
3

84

3
4 
1

2
4
6

20

239
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Mr. Gary. Why are you maintaining missions in Spain and Yugo­slavia at a cost of $203,000 and $198,000, respectively?

PH A SEO U T OF M IS SIO N  IN  SPA IN

Mr. Coffin. In Spain  we are planning to phase tha t mission down. We have no program planned for Spain for the forthcoming year, but as has been the case in Europe, we have the need for people to look af ter the accounting of funds as they are paid in or repor ts as 
they are filed. I do not know whether we plan to close down the entire mission in Spain this year.

Mr. Tennant. There are some liquida ting activities going on in Spain  which it will take a littl e time to close out. I do not know whether we can say at this time whether it will lie liquidated by June 30,1963.

PO SSIB IL IT Y  OF C O N T IN U IN G  ACT IV IT Y IN  YU GOSLA VIA

Mr. Coffin. In Yugoslavia, the same situation holds as fa r as ad­ministering loans which have been made or projects which have been launched. There may well be some activity continuing  there with re­gard  to transfer  of food and possibly other activities. This, of course, will he done only if the requirements of the legislation are met.Mr. Gary. You still have some liquida ting expenses there?Mr. Coffin. Yes.
Mr. Gary. And you need a liquidating staff there?
Mr. Coffin. Yes.
In  Bonn, Germany, we have some people who are chiefly account­ants who have tr ied to supervise the payments of old loans tha t have been made a long time ago.

ST AFF  OF AID PU B L IC  AF FA IR S OFF IC E

Mr. Gary. What is the size of the public affairs staff?
Mr. Coffin. Tha t consists, counting clerical people and profes­sionals, of just about 40 people. A number of these were taken over from the State Department. Up until this year, we would pay for a number of positions in the State Public Affairs Section. Now we 

have them in AID  as a result of the reorganization. I would say perhaps  half of those or slight ly less are professionals.
Mr. Gary. Wha t is the total cost of that staff ?
Mr. Coffin. We could supply tha t.
Mr. Gary. Please do.
(The information requested fo llows:)

Est imated fiscal yea r 19C.3 total cost of AID Info rma tion  St af f: $744,200.The above amount covers all of the costs  of the  public affa irs staff. This  in­cludes all costs of preparatio n and dissemination of information, rela ting  to the activities of th e Agency, for  re lease  external ly to the  public , through the  various media of news communications (press, radio, TV, etc .), as well as inte rna lly  to AID employees through in-house pub licat ions  and sim ilar releases.

CO NG RE SS IO NA L L IA IS O N  ST AFF

Mr. Gary. What is the size of the  Congressional Liaison Staff? Mr. Cqffin. The Congressional Liaison Staff consists of about 12
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people, again counting both professionals and clerical people.
Mr. Gary. What is the cost of that  ?
Mr. Coffin. We could supply that.
(The information requested follows:)

Es tim ated  fiscal  ye ar  1963 to ta l cost of AID  Con gressio nal Lia ison Staf f:
$177,700.

O FFIC E OF DE VE LO PM EN T F IN A N C E  AN D PR IV AT E EN TERPRIS E

Mr. Gary. You ’have a new division established this year, 
which we just heard from a little while ago.

Mr. Coffin. The Office of Development Finance and Private Enter ­
prise.

Mr. Gary. Wliat is the size of the staff in that division ?
Mr. Coffin. It  is not new in the sense th at the Development Loan 

Fund  was the predecessor of this Office, although many of the officials 
have moved into our regional bureaus. Both DL F and ICA and 
Offices of Pr ivate  Enterprise. We have merged these two in this new 
unit. The total size of the Office of Development Finance and Private  
Enterprise is about 50 people, professionals and clerical. This ad­
ministers the investment guarantee p rogram which you heard about, 
and also is our unit  to supervise loan s tandards for the entire Agency. 

Mr. Gary. What is the total administrative cost of tha t division? 
Mr. Coffin. T will supply that.
Mr. Gary. We would appreciate  it.
(The information requested follow s:)
E st im at ed  fiscal yea r 1963 to ta l co st of Office of  Dev elop men t Fin an ce  an d 

P ri va te  E n te rp ri se : $647,200.

REPR ESF.NTATION A LLOWA N CES

Mr. Gary. What are you asking for your representation allowance 
for  this year?

Mr. Coffin. Jus t about $228,000.
Mr. Gary. H ow does th at compare with 1962?
Mr. Coffin. Tha t is about $33,000 more th an 1962, chiefly because 

of the new missions that we have established or  new activit ies we are 
undertaking.

Mr. Gary. You say new missions or new activities. The new mis­
sions ought not to justi fy tha t amount.

Mr. Coffin. T am think ing particularly of Latin America, where 
we might have an old mission, but the mission migh t have consisted 
of some technical assistance people doing agricultural extension work, 
and now we find we have a mission that must work with tha t country 
on coming up with a plan and t rying to meet the requirements of  the 
Charter of Punta del Este. This is a much more demanding role for 
the mission director and his deputy, and representa tion therefore 
makes far more sense for those people than it used to.

Mr. Gary. Mr. Conte.

U T IL IZ A T IO N  OF  RE PR ESE NTATI ON FU N D S

Mr. Conte. Wha t is this representation account? How is tha t 
used?



931

Mr. Coffin. This is used for enterta inment  by the mission direc­
tor  or  his deputy as he enterta ins officials and citizens of the country 
in which he serves. I think  it  is a valuable, even though small, item. 
Our mission director in these countries is looked up to as the economic 
spokesman of this  country and, where aid is increasingly important as 
a tool of foreign policy, this man can well use some funds for 
entertainment.

Mr. Conte. I  thought this was a function of the Embassy.
Mr. Cof fin . The work of the  AID mission carries the mission direc­

tor into many different lines of activity tha t the Ambassador himself 
would not be in or  would not be involved in as much. The A ID mis­
sion director is constantly associating with the Economics Minister, 
the Finance Minister , and other top officials of the government, on aid 
matters  and projects, discussing economic development plans. There 
is a need for both. In both instances the total representa tion allow­
ance is less than  tha t which a small- or medium-sized corporation  
would have in this country.

P R IN T IN G  AN D RE PR OD UC TION  COSTS

Mr. Conte. On page 26, you have an increase in prin ting  and re­
production from $628,000 estimated in 1962 to $759,000 in 1963. Why 
the sudden jump there?

ATr. Crawley. Let me take just one example, Mr. Congressman, 
in mv own area—personnel adminis tration. I am in the process of 
having to revise and update  all of our manual  orders, which are num­
erable, as you would guess, in the personnel area, to  br ing them into 
line with the new organization and its objectives and purposes. This 
is just one segment of the organization. Throughout, new policies 
are being- developed which must be printed . This is par t of the 
reason for the large increase. The volume of the work has really 
caught up with us.

Mr. Conte. I imagine now tha t you have made all these changes, 
next year you will not need any money at all.

Mr. Crawley. I  would not make that  promise.
Mr. Conte. You will have a reduction, though ?
Mr. Crawley. Yes. but there will be printin g costs.
Mr. Conte. I understand that, but now that you have gotten over 

the hump on this big change-----
Mr. Cofftn. You are quite righ t tha t some items of  our adminis­

trative budget ought to go down afte r we complete this  turnaround. 
On the other hand, bear in mind, too, as each year’s appropriation is 
obligated in the foi-m of loan agreements and project agreements, 
a great deal of the work in a sense really begins, to work out and solve 
roadblocks tha t develop as a country tries to implement a loan, to 
construe provisions, even gett ing into litigation as provisions of the 
contract agreements become the subject of controversy. This work 
of implementation began for our Government probably a couple of 
years ago. The first 2 or 3 years of the Development Loan Fund, 
we were obligating, writing loan agreements. Then when the money 
is disbursed and reports come in or do not come in, and when officials 
misconstrue or misunderstand the purp ort of the agreement, all of 
this takes man-hours to work on.
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Getting back to your original point, I would say there are some 
expenses here which are unusual because we are in the period of 
rewrit ing the rules  and regulations and try ing  to reorient this o rgan­
ization to carry out what we told Congress it was going to do. 

NECESSITY FOR LEGAL STAFF IN  AID

Mr. Conte. I notice you have 58 lawyers in the adminis tration.  
Is this a new high  ?

Air. Coffin. Yes, I think it is. This is p rimar ily for the reason 
that  I just  spoke about. As we get into the implementation phase, 
we find the need for lawyers. A lawyer can wri te a loan agreement 
in perhaps a few weeks, but when th at loan runs into difficulty and 
lie has to negotiate, either eliminating objections or trying to get an 
amendment if  that  seems sensible, or ge tting into l itigation, then this 
takes lawyers’ time.

I would say, too, after all, this is a $3 billion a year corporation with 
responsibility for prior-year money. This would take a fairl y large 
house counsel shop in any private business.

Air. Conte. I would like to see more in the management inspec­
tion staff and clear out some of the deadwood in the Agency.

Air. Coffin. This is a new function that  we did not have before. 
It  illustrates why some of our administrative  expenses go up. We 
think  this unit  is extremely important in preventing inefficiency or 
even fraud or uncovering it when it does occur.

ACTIVITIES OF TIIE  PUBLIC AFFAIRS STAFF

Air. Conte. I notice you have 44 on your public affairs staff, which 
represents 4 percent of your AVashington staff. This is extremely 
high. AVhy do you need 44 men in public affairs?

Air. Cofftn. Actually, T think the number is closer to 40.
Air. Conte. In the justifications you have 44.
Air. Coffin. If  we are to do what we are supposed to do, not p ropa­

gandize but issue factual informat ion for the understand ing of the 
people, this means responding to requests of Congress: it means com­
municating when contract awards are made to say just exactly what 
the materials and equipment are to be used for and who is to supply 
i t : it means not only responding to the press on inquiries made by the 
press, but also seeing that  information on activities tha t we engage in, 
whether it be a loan in Indi a or a loan in Colombia is made available 
to the press. It  also means there should be reasonable effort to make 
available materials for radio and television, not of a propaganda 
line, but of a news and background line. Many clubs and organiza­
tions throughout the country are writing to us constantly, as well as 
schools, universities, business groups, and farm groups, for material 
about our programs. These are the people who must get the facts 
and write them up and service the requests.

When you th ink that  half  or more of these people are clerical and 
tha t only the rest are professional, this does not seem to be undue, 
part icula rly when you compare it with other agencies of Government. 
It  is a rather small staff.
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OFFICE OF PROGRAM SUPPORT

Mr. Conte. There  is an extremely high figure in the Office of 
Program Suppor t, 530, approximately 25 percent of your W ashington 
staff.

RESPONSIBILITY FOR PA RTICIPANT TRAINING PROGRAM

Mr. Coffin. Most of these people are engaged in our part icip ant  
train ing program. These are foreign people from underdeveloped 
countries whom we bring here either for a course of instruc tion or 
to serve an appren ticeship  in some industry. I do not need to tell 
you tha t this cannot be done on a mass production basis. If  three 
young people from Niger ia are coming over, we must make sure t ha t 
their  experience here will be a good one and tha t they will not go 
away sour because they ran out of funds, or went to  a certain  town 
and nobody was there to meet them, or th at thei r course of ins truction  
was taugh t in a language which they did not  understand. Otherwise, 
the results are negtative. We invest a lot of money in each part ici­
pant. We invest $4,000 to $5,000 in each p artic ipan t. This is well 
invested if we choose the people right and if we handle them with 
care while they are over here. That explains why, I would say, 
three-fourths  of those people are on the payroll.

Mr. Conte. Are they educated or knowledgeable in the language 
of these foreign students th at you mentioned ?

Mr. Coffin. Yes, I would th ink not all b ut a number of these have 
language competence in the areas from which these people come.

OFFICE OF PERSONNEL ADM INISTRATION

Mr. Conte. Another one which seemed terribly high was the Office 
of Personnel Administra tion, 206, which represents 10 percent of  your 
Washington budget.

Mr. Crawley. I would like to ta lk a litt le b it to th at, Congressman. 
This is my responsibility.

Our turnover rate last  ye ar in the Agency for U.S. nationals was 
in excess of 25 percent. The problem of finding the very best people 
tha t we can to put into these major  responsbilities is a big problem 
in itself which takes a lot of man-hours and a lot of work.

Mr. Conte. You say 25 percent turnover . That amounts to how 
many ?

Mr. Crawley. Twenty-five percent of about 6,800 people. Last 
year was an unusually high rate.

Mr. Conte. Why do you have such a large turnover ?
Mr. Crawley. Fo r a multitude of reasons. One of  the reasons last 

year was the section 621 screening, for example, as a result of which 
we did not tran sfer  271 people, and that group is included in this 
figure. Among secretaries, messengers, clerks, and typists, the turn­
over is always high. These are the major  categories that  make up the 
unusually high turnover rate.

We carry on a multitude of responsibilities in moving people around 
the world in some 80 different countries, and hand ling the various 
arrangements for the employees and thei r families. It  is a very siz­
able responsibility in the huge program which we have, and I do not 
think we have too many people.
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ORIE NTA TIO N AN D T R A IN IN G  PRO GR AM S

Mr. Coffin. We have training obligations, too.
Mr. Crawley. Yes. We are organized in the Office of Personnel 

into a training operation with 24 people-----
Mr. Conte. In  what do you train them, and where ?
Mr. Crawley. We train them at the  Foregin Service Institute.  We 

send them there for language train ing.
Mr. Conte. I s this in Virginia  ?
Mr. Crawley. Yes. We have a 6 weeks’ orienta tion program of our 

own for all new employees in the Agency. We feel this is im portant 
and extremely valuable. We use the Industr ial College of the Armed 
Forces. We use the War College. We send people to the senior 
officers training program in the State Department. We send people 
outside to universities, to research groups from time to time. We use 
the resources of the Brookings Insti tution. We send them to a myriad  
of places.

Mr. Conte. This 25 percent turnover you had last year-----
Mr. Crawley. Compares with a government wide average of 22 per­

cent.
Mr. Conte. It  is extremely high. Of that percentage, how many 

were fired ?
Mr. Crawley. Sixteen people is the figure. Let me check this  for 

the record but the figure tha t stays in my mind is 1G. There are 
deaths, resignations, transfers , retirements, etc.

Mr. Conte. Of that  1G how many were discharged for moral pur­
poses ?

(The information follows:)
ATI) S ep ar at ion D ata

The following information on separa tion of AID personnel lias been obtained 
from data utilized in preparing  the regular  “Monthly Report of Federal Civil­
ian Employment,” standard from 113, furnished the U.S. Civil Service Com­
mission :

Reason

Q uit ....................................................
Tr an sf er ______________________
Disch arg e......... . ..............................
Re du ct ion in  force_____________
Ter m in at io n__________________
Ex tend ed  leav e w ith ou t pa y____
D ea th , re tir em en t, dis ab ili ty , etc 

T ota l........ .......... ....................

Fis cal  yea r 
1960

Fis cal  yea r 
1961

Fisc al year 
1962

395 411 476
153 107 214

3 2 1
34 36 38

238 353 544
62 60 58
66 113 93

951 1,082 1,424

It  should be noted that these data  are maintained and reported in accordance 
with standardized Federal instruct ions on the basis of categories specified for 
use in prepara tion of standard form 50, “Notification of Personnel Action.” 
Pursuant to these instructions, it occasionally occurs tha t separation actions, 
initiated  but not processed beyond cer tain procedural points, must be recorded 
as other than discharges or terminations. In rare instances, the best intere sts 
of the U.S. Government are served by permitting resignations or retirement 
in lieu of discharge or termination.

Accordingly, it is not possible to isolate from the figures cited above the 
number of separation actions which resulted directly or indirectly from security 
or suitabi lity considerations (including questions of morals).  From data
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maintained separately by the AID Personnel Security Division, the following 
information is provided reflecting the number of separation actions, included 
in the totals reported above, which occurred afte r inquiry by tha t office.
Fiscal year 1960________________________________________________  8
Fiscal year 1961_________________________________________________ 16
Fiscal year 1962_________________________________________________ 25

Mr. Crawley. This I would like to check fo r the record.

SECURITY INVESTIGATIONS OF ALL CANDIDATES

Mr. Conte. Do you give them a very thorough screening in regard 
to their morals ?

Mr. Crawley. All of our positions in the Agency are so-called 
sensitive positions and every candidate is subject to a full field in­
vestigation by the FB I or the Civil Service.

Mr. Conte. They were also in tha t security agency, were they not?
Mr. Crawley. Yes, sir. That is what I  am driving at. We have 

a Security Division in the Office of Personnel tha t has 26 people 
in it tha t is continually  involved with this sort of problem.

Mr. Conte. Your Agency would not hire a person if he h ad some 
background of being a perver t ?

Mr. Crawley. No.
Mr. Conte. This would prohibit the man from being employed bv 

the AID?
Mr. Crawley. Yes.

CONSULTANT SERVICES

Mr. Conte. How about consultants; how many consultants do you 
hire?

Mr. Crawley. As of June 30,1962, we had a total  of  289 consultants 
and experts on our rolls. Of tha t number we had 183 in Washington 
and 106 overseas. The total figure as of June  30 was 289.

Mr. Conte. Prim arily what services did they perform ?
Mr. Crawley. They performed a variety  of services crossing a 

number of disciplines, a number of specialties: economists, engineers, 
public adminis trators,  these kinds of people. They provide us with 
skills and knowledges in general which we could not obtain under 
our normal employment practices. Dean Mason from Harvard, for 
example, has been serv ing as a consultant  to the Agency.

Mr. Conte. These are not to  be confused with consultants t hat  you 
hire to go out in the field ?

Mr. Crawley. Some of these consultants do go abroad on projects 
overseas.

Mr. Conte. Take the Volta  project  in Ghana, would these con­
sultants go over and look at these projects?

Mr. Crawley. Yes. sir.
Mr. Conte. They would advise the AID  whether this was a feasible 

pro jec tor not?
Mr. Crawley. Yes. sir.
Mr. Conte. What did those 289 consultants  cost us ?

COST OF CO NS UL TA NT S OVER 3 -Y EA R PERIOD

Mr. Crawley. I don’t have the precise figure on this , Congressman. 
I  have an estimate and I will develop the figure for you if you like.
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I have an estimate on calendar year 1961 tha t the cost of consultants 
and experts ran about $1.5 million during tha t year. If  you would 
like, I can provide for the record the cost of these 289.

Mr. Conte. If  the chairman has no objection ?
Mr. Gary. I have no objection, and can you give us the costs for 

1962?
Air. Crawley. We will develop that  figure, Mr. Chairman.
Mr. Gary. Give us the number and cost for 1961, 1962, and your 

estimate for 1963.
(The information follows:)

Use o f consultants in  AI D

Fis ca l yea r 
1961

F is ca l yea r 
1962

F is ca l ye ar  
1963

N um ber o f P u b li c  L aw  600 c onsu lt an ts  a n d  expe rt s on  A ge nc y 
ro lls  a s of  Ju n e  30 ____  __ 203 289 280

T ota l d ir ec t co st s of  ad m in is tr a ti ve- a n d  pr og ra m -f in an ce d 
consu lt an t se rv ic es  _________  . - - __  ________________ $731, COO $1,225 ,000 $1,220 ,000

PA Y M EN TS TO  CO NSU LT ANTS

Mr. Gary. How do you pay these consultants ?
Mr. Crawley. Some of them are under a full-time arrangement 

not to exceed 12 months. Others are paid when actually employed 
and work a day, a month, or a day a week, and are p aid at varying 
rates depending upon their  background, their pr ivate  income in private 
life, and so forth.

Mr. Gary. What  is your maximum ?
Air. Crawley. The normal maximum is 12 months. AVe do have 

authority-----
Air. Gary. I mean what is your maximum per diem.
Mr. Crawley. $75 a day.
Air. Gary. You don’t pay $400 a day like the Post  Office Depart­

ment did during the last administration ?
Air. Crawley. No, sir.
Air. Gary. AVe found one case where they paid $400 a day for 

consultants on the job.
Air. Conte. AYould you give us for the record the names of these 

consultants?
Air. Crawley. Yes.
(The information fo llows:)

AID  Co nsult ants  an d E xp er ts  (as  of J u n e  30. 1962)

There are listed hereafter  the names and office or country of assignment of 
the 289 Public Law 600 consultants  and experts employed on AID rolls as of 
June 30.1962.

On the Washington headquarters  staff rolls are 183, of whom 108 are on 
intermittent (when actually employed) status. Of the 106 oversea appointees, 
96 are on full-time statu s during their period of employment.
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Consultants and Experts Employed by th e Agency for I nternational 
Development as of J une 30, 1962

Washington headquarte rs s taf f:
Ahern, Alvin W., Office of Education.
Arnold, Richard C., research evaluat ion staff.
Badillo, Samuel E., Bureau of Latin America.
Baldwin, Laverne, personnel administration.
Barnet t, Vincent M., program review and coordination staff.
Belovsky, Sidney A., jiersonnel administration.
Berg, Sherwood O., personnel administration.
Black, Nancee W., research evaluation staff.
Blandford, John B., Office of Education.
Blumberg, Morrie K. , Office of Industry.
Bosch, Herber t M., Office of Public Health.
Bradford, Leland, research evaluation staff.
Brannon, Luther  H., personnel administ ration.
Bregman, Stanley I., International Development Organization staff.Brohm, John F., Bureau of F ar East.
Bronk, Detlev, program and planning.
Brown, Gilbert T., Bureau of Fa r East.
Brown, Harrison, program and planning.
Bumgardner, H. E., Office of Industry.
Calderon, Cesar A., Bureau of Latin America.
Campos Del Toro, E., Bureau of Latin America.
Carrion, Rafael, Bureau  of Latin  America.
Charpie, Robert A., program and planning.
Cisler, Walker Lee, Office of Industry.
Clark, Paul G., program review and coordination staff.
Coffman, Beverly A., personnel administration .
Connelly, Michael, public affairs staff.
Coop, F. Robert, personnel administra tion.
Copley, John G., Office of Public Health.
Creel, Cecil W., personnel administration.
Croas, Paul R., controller.
Culberton, Paul T., personnel administration.
Cunningham, George, Office of Material Resources.
Darley, Ward, Office of Public Health.
Davies, Burton T., controller.
Davies, Peter J., development financing.
Davis, James McCoy, particip ant tra ining.
Davis, Joseph D., Bureau of Fa r East.
Davis, Nathaniel P., personnel administration .
Davis, Raymond H., Office of Education.
DeJesus, Roberto, Bureau of Latin  America.
Decourcy, William, personnel administration.
DeGrazia, Edward, development financing.
Descartes, Sol L., Bureau of Latin America.
Despres, Emile, program review and coordination staff.
Dickson, William F., personnel administration .
Donnelley, Lucia, Bureau of Latin  America.
Dyer, Henry S., research evaluation staff.
Edwards, James M., personnel adminis tration.
Ehrgott,  Herbert W., Office of Engineering.
Elac, John C., Bureau of Latin America.
Ellsworth, Margaret, Office of Public Health.
Espy, James, Bureau of Latin America.
Ewerz, Robert R.. personnel administration.
Faler, Carleton H., Communications Resources Division.Fitzgerald, D. A., Office of Administrator.
Ford, James J., controller.
Fox, Gay Currie, personnel administration.
Fox, Homer S., personnel administ ration.
Fruit , Melville M., personnel administration.
Gannon, Francis X., Bureau of Latin America.
Graeser, Henry J., Office of Public Health.
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Grand, Stanley, development  financing.
Gran t, Ethel, personnel administ ration.
Greenwalt,  George, personnel  adm inis trat ion.
Hagen, Everett , program review and coordinatio n staff.
Hales, Dawson, personnel ad min istration.
Harbison, F. H., program and plann ing.
Ha rra r, J. George, program  and planning.
Heckman, John  II., Office of Mater iel Resources.
Heginbotham,  Lois, personnel ad minis tra tion.
Henderson, John  M., Office of Publ ic Health.
Heyman I. Austin,  Bureau  of Lat in America.
Hinman, E. Harold, Office of Education.
Hoffman, Michael, Office of Adm inis trator.
Holmberg, Allan R., program and planning.
Hummel, Don, Bureau  of L atin America.
Hummon, Guy A., personnel adm inis trat ion .
Ihrie , Robert. Office of Mater ial Resources .
Illich,  Michael, B ureau of La tin  America.
Jacobson, George W., Office of Material Resources.
Jeffrey , Newman, Bureau of  Africa and Europe.
Johnson , Byron  L., Int ern ational Development Organization staff.
Jones, Donovan W., Office of Public  Hea lth.
Jones, Pe ter  S., personnel adm inis trat ion.
Keating. Robert B., res earc h evaluation s taff.
Kelley, Kenneth  J., Office of Education .
Kesler, Vera C., In ternational Train ing  Division.
Kilcoin, Wi lliam L., personnel ad min istratio n.
Kimherling, Arthur,  personnel  ad minis trat ion .
Krebs, W illiam A. W., program and plann ing.
Lambertsen, Eleanor, Office of Educa tion.
Larson. Lloyd K.. personnel admin istratio n.
Laughlin,  H enry  P., development financing.
Leavitt , Howard B., research evalua tion  staff.
Lee, Russel V., Office of Admin istra tor.
Leiserson. Mark W., program review and  coordinat ion staff.
Lewis, Robert B.. partic ipant,  tra inin g.
Logan, John A., Office of Educa tion.
Lubin, Isador, program and plann ing.
Lyon, F rederick B., personnel adminis trat ion .
Lyon, Melvin J.. Bureau of  Lat in America.
Mallon, Richard D., research  evaluation staff.
Maney, Ed ward S., personne l adminis trat ion.
Mansfield, Anne F., Bureau of Latin America.
Marsh , H arr y W., personnel admin istration.
Mason, Edward S., Office of Admin istra tor.
McDermott, Walsh, p rogram a nd planning.
McMenamin, E. B., personnel ad min istratio n.
McNayr, Irving G„ personnel  ad min istratio n.
Meyer, Albert J ., Bureau of Near E as t and  South Asia.
Miller, Arthur P., Office of Public Hea lth.
Millikan, Max F., pro gram review  and coordinat ion staff.
Mitchell. James M., personnel adm inis trat ion.
Molohon, Albin D., personnel adminis trat ion.
Montgomery, Edison. Office of Ass istant Admin istrator  for Administration . 
Montgomery, John  W., Bureau  of La tin America.
Mooney, Thomas W., Bureau of La tin  America.
Morison. Robert S., program and planning.
Morrell, Robert E., Office of Mater ial Resources.
Morris. Fred  B., personnel adm inis trat ion.
Morrissey, George. Office of Con trac t Rela tions.
Morton, Frederick , personnel ad min istration.
•.Mosher, Arthur  T., program and planning.
Mver. Dillon S., personne l adminis trat ion.
Myers, Will M., Bureau  of L atin  America.
Newquist. O. A., Office of Public  Health.
Nicholson. Rex Lee, Office of Administ rato r.
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Noel, Fra nci s W.,  p ro gr am  a nd  p lann in g.
Pap an ek , G us ta v F. , p ro gra m  r ev iew a nd  c oo rd in at io n sta ff.  
Pe ys er , Se ym ou r, Office o f A dm in is tr at or .
Ple ts ch , Don ald J. , Office o f P ub lic H ea lth .
Po lic h,  F ra nk  J .,  p ro gr am  an d pl an ni ng .
Pr es s,  F ra nk , pr ogra m  a nd p lann in g.
Pry or , M il la rd  IL , B ure au  of  F a r  E as t.
Pye, Luc ia n W., pro gra m  rev iew a nd c oo rd in at io n sta ff.  
It an is , Gus tav,  p ro gra m  re vi ew  and co or di na tion  s ta ff.
Reed,  F ra nk  H ., B ure au  o f Afr ica an d E urop e.
Re eves,  E dgar  A., pe rs on ne l adm in is tr at io n .
Re id,  T . Roy, pe rs on ne l ad m in is tr a ti on .
Re ynold s, Lloyd G., pro gr am  rev iew a nd  c oor di na tion  s ta ff.  
Rigney , J ac kso n  A., re se arc h  e val uation  s ta ff.
Ro bbins , M ar ga re t,  pe rs on ne l ad m in is tr at io n .
Ro dg ers, Dou glas  F ., pro gr am  an d pl an ni ng .
Rod rig ue z,  G., B ure au  o f L ati n  A mer ica.
R ub in st ei n,  M ir iam , pe rs on ne l ad m in is tr a ti on .
Rus se ll,  P au l F„ Office o f P ub lic H ea lth .
Sar ge nt , Cyr il,  B ure au  o f L ati n  A mer ica.
Sca te na , J.  Sa nd y,  p er so nn el  a dm in is tr a ti on .
Sc hu ltz , Geo rge J .,  p ub lic a ff air s sta ff.
Sh al low, Je anne  D., pe rs on ne l ad m in is tr a ti on .
Sho rt er , H az el  K ., m an ag em en t plan ni ng .
Si rk in , G er ald,  p ro gra m  rev iew and  c oo rd in at io n staf f. 
Sl ay m an , E le an or , pe rs on ne l adm in is tr a ti on .
Sm ith , H en ry  E. J. , re se arc h  eval uation  staf f.
Sm ith,  J os ep h A., p er so nn el  a dm in is tr a ti on .
Sm ith ies, Jo hn  T., B ure au  of L ati n  A mer ica.
So nt he im er , Mor ton, B ure au  o f L at in  A mer ica.
Sp aldi ng , Alla n,  pu bl ic  a ff a ir s st af f.
Sp ec to r,  P au l,  re se ar ch  e valu ation  sta ff.
Sp ero,  R ob er t II ., pu bl ic  a ff a ir s st af f.
Spr yer , F. C., Office o f M at er ia l Re so urce s.
Sta pl et on , D. V., pe rs on ne l a dm in is tr a ti on .
St eh m an , W in on a P.,  Office o f M ate ri a l R es ou rces .
Ste in er , H en ry  J .,  G en er al  Co unsel.
S te rn s,  Jo el  T „ B ure au  o f L ati n  Ameri ca .
Stu tz m an , Hom er  R. , Office o f M at er ia l Resou rces .
Sv irido ff,  M., B ure au  of  L ati n  A merica.
T orr e , M ot tram p,  per so nn el  ad m in is tr a ti on .
To wn send , R ic ha rd , pu bl ic  a ff a ir s sta ff.
T re asu re . Edn a,  B ure au  o f F a r  E as t.
W ar ner , H ow ry  II ., p er so nn el  a dm in is tr a ti on .
W ei dn er , Edw ar d W.,  m an ag em en t pl an ni ng .
W hi tloc k,  C ha rles , p er so nn el  a dm in is tr a ti on .
W ie te rs , Alfr ed  H. , Office of E du ca tion .
W ill iam s.  E dw in  M., p ub lic  aff a ir s staf f.
W il liam s,  L ou is L„  Office o f P ub lic H ea lth .
W inf iel d, Lo uise  P..  p er so nn el  adm in is tr a ti on .
W it te . E rn s t F „ Office o f E duc at io n.
W righ t,  D on ald  L ., B ure au  o f L a ti n  A merica.
Young , Edw in , p ro gr am  r ev iew a nd co ord in at io n st af f. 
Yo ung. H ow ar d W. , pub lic  a ff air s sta ff.
Zac har ia s,  J . R., pr og ra m  a nd  plann in g.

O v ers eas :
N ear E as t-Sou th  A s ia :

Bai ley,  R ay mon d A., N ES A re gi on al .
B la nk fo rd , Jo hn  B., Pak is ta n .
Bon na lie , Al lan  F.,  A fg ha nis ta n.
Bro m ba ch er , W. G., T ur ke y.
Cre am er , Dan ie l, Tur ke y.
D ou gh er ty , Edw ar d.  Jor do n.
D un ba r,  J oh n O., CE NT O staf f.
F ir em an , M ilton , Pak is ta n .
F is her,  J ohn  F ., T urk ey .
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Lehker , Glen E., CENTO staff.
Lieberman, Morton, Iran .
Livingston, K. E., Iran.
Louis, Nicholas B., Turkey.
Lynch, Michael R., Israel.
Peterson, Dean F., NESA regional.
Richardson, D. G., Afghanistan .
Shoffner, Robe rt W., NESA regiona l.

Fa r E ast :
Kepner, Paul V., Korea.
Lowery, Bern ard  F., Laos.
Luchek, Anthony, Phi lippines.
Phillips, Rufus C., Vietnam.
Putschar, W alt er G., Thail and.
Ramstad,  Egil, China.
Robinson, Howard  T„ Philipp ines.
Shu. Shien Siu, China.
Sondern. Clarence, China.
Sternberg, David  T., Philippines.
Thompson, Milton S., China.
Wolfe, Ranald M., China.

Afr ica-Eu rope:
Ball, Daniel, Sudan.
Beck, Glenn II., Nigeria.
Bliss, Don C., Liberia.
Boodin, Joseph, Senegal.
Brown. Glenn A.. Somalia.
Colm, Gerh ard,  Liberia .
Cummins, Robe rt D., Malagasy.
Dagen, Verne C., Liberia.
Davis, Loren L., Nigeria .
Doucet te, Valmore, Mali.
Fost er, George M., Fed era tion  Of Rhodesia and Nyasaland . 
Hartm an,  Herbe rt W., AFE regional.
Hoge, Vane M., Morocco.
Holmgreen, Elmer N., Morocco.
Leasure, Elden E., Nigeria.
Loosli, John  K„ Nigeria.
Loveland, Frank. , Liber ia.
Mar, Gilbert B., Spain.
Matt ingly , Aubrey, Liberia.
Maxwell, Thomas A., Nigeria .
Parsons , Kermit, Nigeria.
Patterson, Gardner, Tunisia.
Rivkin.  Arnold, Nigeria .
Schmidt,  Wilson E., Nigeria .
Van Poppelen F. J. . Morocco.
Williams, David W., Morocco.
Yager, J. Allen, Congo (Brazzavil le).
Young, Clarence, Morocco.
Zanetti , Enrique , Upper Volta.

Lat in Am eri ca:
Bell. Joh n C., Paragu ay.
Bohan, Merwin L., Brazil.
Bors t, Lyle B., Colombia.
Bostick , Maurice  H., Brazi l.
Brew er, A. Madison, Dominican Republic.
Cleveland.  Horace, Dominican Republic.
Colon. P. P., Ecuador.
Colon-Torres, R., Br itish Guiana .
Cooley, Nancy, Ecuador.
Davi la. Horace E., Ecuador.
DeLuca, Edw ard D., Peru.
Eaves,  Robert W.. Dominican Republic.
Fork ner,  Hamden., Dominican Republic.
Galante r, Eugene, Dominican Republic.
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Garcia-Hernandez, Dominican Republic.
Gibson, John  W., Brazi l.
Goetz, Delia  C., Venezuela.
Greep, Ha rry  P., Venezuela.
Grillo, Antonio, Colombia.
Hack ett, Jam es E., Brazil.
Haddad,  Samuel, El Salvador.
Halla well , Kent,  Argentina ,
Heywood, Paul H., Peru .
Hidalgo , Ja cinto, LA regional .
Hoffman, Ha rry  G., Br itish Guiana.
Jaro, Chester , Peru .
Johnson, Kenneth  E., Colombia.
Karnes, M. Ray, West  Indies and  East Caribbean.
Kerr , Freder ick L., Jam aica.
King, Robert L., Panama .
Marthinsen, William H., Honduras.
Moses, Morris, Br itish Guiana .
Newberg, Richard R., LA regional .
Oldman, Oliver S., El  Salvador.
Orvedahl, Walter , Argentina.
Overhouse, Charles, Venezuela.
Pico, Rafael, Dominican Republic.
Rodriguez-Bou, I., Dominican Republic.
Rogers, Dean W., Chile.
Sandin, Adolph A., Venezuela.
Slack, Joh n B., Colombia.
Smith, Marvin, Dominican Republic.
Speetles, Robe rt B., Peru.
Tinda le, Thomas, Ecuador.
Van Norte, Thelma, British Guiana .
Walsh, Edmund N., Peru .
Weaver, Frank L., Braz il.
Wenrich , Ralph , W est Indies and Ea st Caribbean. 

Mr. Conte. Tha t is all, Mr. Chairman.
Mr. Gary. That  is all. Thank you, gentlemen.

RATIO OF A DM INISTRATIV E COSTS TO ATD PROGRAM

Mr. Coffin. Mr. Chairman, may T just close with a comment I 
sincerely believe in. Our administrative cost is roughly 0.016 of the 
program itself. This is almost identical with the admin istrative 
cost of the m ilitary assistance program. I t compares favorably with 
the administrative  cost of the W orld Bank and the Inte rnat iona l De­
velopment Association and the U.N. technical assistance program. No 
program is comparable in the sense that  there is both lending and 
technical assistance. We have made a calculation of the ratio of our  
administrative  expense to the program tha t we adminis ter and it 
compares very favorably. I cannot underscore, too much that,  if 
we are to get us to administer this program so we are able to come 
up here with stories of achievements, we need people to do this. We 
are still in the process of gett ing the patt ern  of people and skills 
tha t we need to do this, and I therefore urge your most serious con­
sideration of our request which has already been cut $2 million, which 
is very hard to absorb.

Mr. Gary. Well, I  can assure you, Mr. Coffin, that  so f ar as I am 
concerned I think  a program of this kind ought to be adequately 
staffed because we need greater efficiency in the program.

I have been astonished at several things tha t have developed in the 
hearings  tha t have been rath er distu rbing to me and I believe that

87948— 62—pt. 3- 10
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you should have a sufficient stall' to do a good job. I realize that  if you can’t properly police the program inefficiency is liable to creep in. At the same time this program is getting awfully large and expenditures are increasing every year.
The committee will certainly review them very carefully  and I shall recommend tha t they give you sufficient stall' to adequately con­duct the program.
Mr. C o f f in . I appreciate tha t and I appreciate your courtesy at this hearing.

T ue sd ay , A ugust  1 4 , 1 9 6 2 .

ADMINIS TRATIVE  AND OTH ER EX PENS ES, STA TE 
WITNESSES

VE RN E B. LEWI S, DEPUTY ASSIS TANT SEC RETARY OF STA TE FOR
BUDGET AN D FIN AN CE

EDWA RD F. TENN AN T, ACTING CONTROLLER, AID
STANLEY M. CLEVELAND, DIRECTOR, OFFICE OF ATL ANTIC

POLITICAL-ECONOMIC AF FA IR S
IR W IN  M. TOBIN, ACTING DIRECTOR, OFFICE OF A TLA NTIC POL IT­

ICAL AN D MI LIT AR Y AF FA IR S
ROBERT B. WR IGH T, DIRECTOR, MUTUA L D EFENSE CONTROL STAFF WA LTER W. JONES, BUDGET ANALYST
LEI GH M. MIL LER , LEGIS LATIV E PROGRAM COORDINATOR, AID 
KE NN ET H M. RA BIN,  PR ESENTATIO N COORDINATOR, AI D

Mr. G ary . We will next consider the adminis trative expenses of the State Department . Mr. Lewis, I believe you are going to testify  on that item. The estimate for 1963 is $3.1 million. The appropr ia­tion for 1962 was $3 million, which is an increase of $100,000. We shall be very glad to hear from you at the present time, Mr. Lewis.
S t a t e m e n t  of D e p u t y  A ssis t a n t  S ec re ta ry  of S tate  fo r B ud ge t 

an d F in a n c e

Mr. L e w is . Thank you, Mr. Chairman.
Mr. Chairman and members of the committee, I am grateful  for the oppor tunity  to appear before this committee to explain the De­partment of State’s request for funds under section 637(b) of the Foreign Assistance Act of 1961.
Our request for $3,100,000 is for two major activities of the De­partment of State related  to the foreign assistance program. These are the U.S. mission to the North Atlantic Treaty  Organiza tion and the Organiza tion for Economic Cooperation and Development (US RO ), and the Mutual Defense Assistance Control Act (MDAC). This request for $3.1 million is an increase of $100,000 over the amount appro priated in 1962.

U.S . MISSIONS TO NATO AND OECD

The U.S. mission to NATO and OECD (USRO) provides U.S. representation to the NATO Council and subsidiary committees and to the OECD Council and subsidiary committees. The U.S. attaches



943

great importance to NATO and OECD. By coordinat ing our politi ­
cal, military , and economic policies with our Atlan tic partners  in 
NATO and OECD  we are enhancing our security and welfare.

Since its establishment in 1949 the primary objectives of NATO 
have been to plan and provide for the defense of the North  Atlantic 
Treaty  area. To date this objective has been accomplished by the 
cooperative efforts of the 15 member countries. However, constant  
efforts and negotiations  are required to improve the systems for inte­
grated defense, including the equitable distribu tion of the defense 
burden.

In 1962 most of the efforts of our mission to NATO had as th eir  
continuing objective the strengthening of NATO defenses, the achieve­
ment of a better balance between nuclear and conventional weapons, 
and the increased readiness of forces in connection with the Berlin 
crisis. The staff engaged in intensive consultation on political prob ­
lems with our Allies in NATO and partic ipated  in the review of 
milita ry programs in member countries.

The "Organization for Economic Cooperation and Development 
(OECD) which was organized officially on September 30, 1961, grew 
out of IT.S. initia tive first made public in a communique issued a t the  
conclusion of the Western summit meeting in December 1959. The 
IT.S. Government had  become convinced th at more had to be done to 
develop cooperation and coordination of the industrialized nations 
of Western Europe in meeting the economic challenges of the postwar 
era and therefore took the leadership in establishing the OECD. 
The United States became a member of the OECD  on September 30, 
1961, by virtue  of the advice and consent to the OECD‘convent ion 
by the Senate on March 16,1961.

' The United States has  sought to strengthen the  Atlan tic partnership 
by vigorously using the OECD to coordinate economic policies and 
programs and to make progress toward  the freer  movement of people, 
goods, services, and means of payment. The most important work of 
the OECD perta ins to economic policy, development assistance, and 
trade.

The staff of our USRO mission provides support to our representa­
tives to NATO and the OECD and assists in carry ing out USRO 
activities by inte rpre ting  and analyzing developments and exchanging 
information between our embassies in member countries—including 
passing along recommendations for IT.S. action to Washington and 
various American embassies in connection with obtaining assistance 
in persuading other countries to accept a U.S. position on current 
NATO or OECD problems.

IN CR EA SE D N U M BER OF  PO SI TIO NS

We are asking for an increase of three  positions and $72,350 in fiscal 
year 1963 for USRO. The three  additional positions and related costs 
are for increased OECD activities. The remaining dollar increases 
requested are for within -grade  promotions of USRO staff, oversea 
wage and price increases and the full-year costs of two positions p ro­
vided in 1962. for the Development Assistance Committee.
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MU TU AL  DEFEN SE ASSISTAN CE OPERATIONS

The second activity included in our total request for $3.1 million is 
$955,000 for the operations of the Mutual Defense Assistance Control 
Act (MDAC). The Control Act program, based on Public Law 213 
of the 82d Congress, is di rectly related to the overall defense efforts 
of the United States. The act makes mandatory  the termination of 
U.S. aid to any country which knowingly ships arms, ammunition, or 
certain atomic energy items to the Sino-Soviet bloc and also provides 
for use of the President’s discretion in cont inuing or terminatin g aid 
if a shipment involves certain listed strategic  commodities. The 
Department plays a very important function by determin ing items 
to be included on the lists for control purposes, negotia ting satisfac­
tory controls with aid recipient countries, making repor ts on ship­
ments of listed items by such countries, and making recommendations 
to the Presiden t concerning termination of assistance because of ship­
ment of listed commodities. The Department coordinates all U.S. 
activities concerning security trade rules exercised by other countries 
and keeps countries receiving foreign aid informed of revisions in the 
lists of strategic materials which should not be shipped to the Sino- 
Soviet bloc.

It  is planned to mainta in the Control Act program at the same 
level in fiscal year 1963. The increase of  $11,050 provides for within- 
grade promotions, and oversea wage and price increases.

REQUEST  FOR AC TIV ITIES UNDER SEC TIO N 63 7(b)
In fiscal year 1962 the Department  of State  requested $6,001,000 for 

three activities under section 637 (b).  These three included program 
coordination, policy guidance and review in addition to the two in­
cluded in our curren t request. Aft er enactment of the Foreign 
Assistance Appropriation  Act of 1962 on September 30, 1961, which 
provided $3 million instead of the $6,001,000 requested, the Depart­
ment eliminated the program coordination, policy guidance and re­
view activity, obtaining a tran sfe r of $2 million from AID  to fund 
1962 termination costs. No funds are quested to reestablish i t in 1963.

I and other members of the Depar tment  of State  here today are 
prepared to explain our request in fur ther detail and answer any 
questions the committee may have.

JU ST IFIC ATI ON FOR INC REASE IN  FIS CAL YEAR 19 63 REQUEST

Mr. Gary. What items compose the requested increase of $100,000, 
Mr. Lewis?

Mr. Lewis. The items are as follows:

OECD AND USRO PERSON NEL

Annualization of two positions established for the Development 
Assistance Committee in 1962 is $1,320. The three additional posi­
tions in the OECD staff we are requesting would be $47,300. Over­
sea wage and price increases, $11,730. With in-grade promotions, 
$4,460. Representation, $3,560. Overtime, $3,980. All of these items, 
Mr. Chairman, are for  USRO, and these total  $72,350.
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In  addit ion  there is an $11,050 increase  fo r Mutu al Defense As sis t­
ance  Co ntrol Act  an d th at  consists  of  oversea  wage an d pr ice  in ­
creases a t $7,920 and  with in- grad e p rom otio ns,  $3,130.

ADDITIONAL PO SIT ION S FOR OECD

Mr. Gary. Why  does the OECD  need  the  three ad di tio na l em­
ployees?

Mr. Lewis. Th e increase is fo r two  officers and one sec retary . One  
officer is fo r the Tra de  Divis ion  whi ch now has one sen ior  and one 
junior  officer an d th is  ad dit ion al officer is to work pa rt icul ar ly  on 
problems of trad e an d eli minat ing tra de  barr ier s. The othe r officer is 
fo r th e Econ omic Divis ion  o f t he OE CD  mission.  Tha t Divis ion  now 
only  has  one officer. We wou ld like  one more to work on common 
economic policies  an d in pa rt ic ul ar  policies  to achieve the objective 
th at  the  mem bers  have ann oun ced  and hav e agreed  to, of at tempt ing 
to achieve 50-percen t economic g rowt h in the  decade be tween 1960 and  
1970. Th e t hird pos itio n is  for  a sec retary .

Mr. Gary. W ha t is the cost of the an nu ali za tio n fo r the two  pos i­
tions  ?

Mr. Lewis. That  is $1,320.

AUTHORITY FOR PAYMENT OF SALARIES OF U.S.  REPRESENTATIVES TO 
OECD

Air. Gary. W ha t is y ou r au thor ity  fo r the  pa ym en t of sa lar ies  and 
expenses  of U.S.  represen tat ives  to O ECD  and i ts  staff  ?

Mr.  Lewis. Our  au th or ity  is in the U.S. ra tif ica tio n of the  OE CD  
conven tion  th at  was co nsented to  by th e Sena te.

Mr. Gary. I f  you ha d the au thor ity  why did  you int roduce S. 2423 
in t he  Sen ate  to give you thi s autho ri ty  ? The S enate  repo rt  sa ys:

The  bi ll also  pr ov id es  au th ori za ti on  fo r th e  co st  of  U.S . part ic ip ati on  in  th e 
OE CD  an d fo r sa la ri es of  th e  Amer ican  re p re se n ta ti ve and  hi s st af f.

Air. Lewis. Yes, Air. Ch air man . AVe do no t th in k th at  the  Part ic i­
pa tio n Act  is necessa ry to gr an t au th or ity  to make ap prop ria tio ns . 
However , the  Par tici pa tion  Ac t pr ovide s firm  legis lat ive  und erpinn ing 
fo r the  opera tio n and pro vid es some ad di tio na l au tho rit ies . For ex­
ample , to pro vid e fo r na ming by the  Pr es iden t of oth ers  to rep res ent 
the  U ni ted State s or  se rve in the  O EC D who may at  th e option of  the  
Pr es iden t receive t he  pa y an d allowances  o f a C hief of  Mission.

I t  autho rizes ce rta in  ad min ist ra tiv e au thor iti es  to ca rry out ce r­
tai n OEC D act ivi ties . I t  g ra nt s wa ivers of  c er ta in  othe r reg ulati on s 
and num erous pro vis ion s of  t hat sor t th at  a re im po rta nt , b ut  we do n’t 
th in k the y go to the quest ion  of  bas ic au thor izat ion fo r ap pr op ria­
tions.

AUTHORITY UNDER OCED CONVENTION

Air. Gary. AVhere is yo ur  basic  au thor izat ion ?
Air. Lewis. In  the  U.S.  r at ifi ca tio n of  th e OE CD  convention which 

has been consented to by the  Senate. I t was rat ifie d Marc h 23, 1961.
Air. Gary. W ha t were  the  pro vis ion s of  th at  wi th reference  to 

rep resentati on  ?
Air. L ewis. I am no t sure  th at  I  hav e a copy  of  th at  conven tion  

here .
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Mr. Cleveland. I have it here. T don’t believe the convention itself has anything specific on representation but it assumes that each mem­ber country will be represented.
Mr. Conte. Tt would appear, Mr. Chairman, they have been operat­ing without authority.
Mr. Gary. That is what I wish to determine.I wish you would cite your authority in the record. I notice in the Congressional Record Mr. Fulbright  said:
Mr. Pre si de nt , by re qu es t I in tr oduce  fo r ap pro pri a te  re fe re nc e a bil l to  pro­vide  fo r th e ap po in tm en t of  a re p re se n ta ti ve  of  th e U ni ted S ta te s to  th e O rg an ­iz at io n fo r Econom ic Coo pe ra tio n an d Dev elop men t an d to mak e o th er pr ov is ions  w ith re sp ec t to th e par ti c ip ati on  of  th e  U ni te d S ta te s in  th a t O rg an iz at io n an d fo r ot her  purpo se s. Th e prop os ed  l eg is la tion  h as been re qu es ted by th e  Sec re ta ry  of  S ta te .
Now, t ha t legislation has not passed and the Senate report on the bill says:

Th e bil l al so  pr ov ides  au th ori zati on  fo r co st  of  U.S.  par ti ci pat io n  in th e OE CD  an d fo r th e  sa la ri es fo r t he  A mer ican  r ep re se n ta ti ve  an d his  st aff .
If  the  Secretary already had the author ity I see no need for intro ­ducing a bill.

CI TATI ON o r  SPEC IF IC  A U TH O RIT Y  TO IN C U R  EXPE NDIT URES

I wish you would put  into the record your authorization for these expenditures.
Mr. Lewis. I will be glad to do that. T would like to add our law­yers firmly feel that the convention itself grants sufficient author ity for appropriation of funds but we will be g lad to supplement this.Mr. Gary. That is what we are asking for. for the citation of authority upon which they base their  opinion.
Mr. Lewis. T will be glad to supply that.
Mr. Conte. You have the  convention here. Can you read the l an­guage ?
Mr. Cleveland. May T speak to this ?
Mr. Lewis. Surely.
Mr. Cleveland. I am not a lawyer but we did consult the lawyers on this point. They told us, in effect, that the President under his constitutional authority on foreign affairs appoints U.S. representa­tives to all sorts of interna tional organizations, in fact including observers to international  organizations to which we are not a member. For example, the OF FC which was the predecessor Organization of this Organization. The United States was not a member of  the OFFC,  but we played an active role in it as an observer, and we have for many years had a U.S. representative  to the OF FC  under the general authority  of the Presiden t to appoint representatives and delegates to interna tional  organizations.
My understanding of the view of the lawyers is that  it is under this general authority and under  the authority of the ratification of the convention which specifically provides for U.S. membership in the Organization for Economic Cooperation and Development—that  it is based on these two authorities. However, we will ask the lawyers to prepare a specific memorandum on that point.
Mr. Gary. T wish you would because it  appears  they are not too certain  about it  when they ask for a bill to grant the specific authority
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and we would like to have a statement as to the authority upon which 
you have relied for the payments already made.

(Thein formation  follows:)
Aut ho rity  for P ayme nt  of U .S.  P ay men ts  to OE CD

Th e au th ori ty  fo r U.S . part ic ip ati on  in  th e O rg an iz at io n fo r Econom ic Co­
op er at io n and Dev elop men t re st s bo th  in  th e co nv en tio n es ta bli sh in g th e O r­
ga ni za tio n an d in  th e co nst it u ti onal po wer  of  th e  P re si den t to  co nd uc t th e  
fo re ig n re la tions of th e  U ni te d S ta te s.

The  co nv en tio n est ab li sh in g th e  OE CD  w as  sign ed  by th e U ni ted S ta te s on 
De cembe r 14. I96 0. an d ra ti fi ed  b y an d w ith  th e  ad vi ce  an d co ns en t of  th e  Sen at e 
on M ar ch  16, 1961. I t pr ov id es  in  a rt ic le  IV  th a t “T he  C on trac ting P a rt ie s  to 
th is  Co nv en tio n sh al l be  M em be rs  of  th e O rg an iz at io n”. In  th is  way  th e  U ni ted  
S ta te s has  as su m ed  th e ob liga tion s of  m em be rshi p an d part ic ip ati on  in the 
aff ai rs  of  th e OE CD . The  su pp le m en ta ry  pr otoc ol  No. 2 to  th e  co nv en tio n pro­
vide s fo r pr iv ile ge s, ex em pt ions , an d im m uni ti es  fo r th e  “r epre se nta tives  to 
[t he O rg an iz at io n]  of th e M em be rs”, th us co nt em pla ting th a t re pre se nta tives  
wou ld  be  de lega ted by  ea ch  of  th e  mem be r co un tr ie s.  The  U ni ted S ta te s is, 
th er ef ore , ob lig ated  by  th e i m pl ied te rm s of  t he  co nv en tio n to  p ro vi de  r epre se n ta ­
ti on  a t mee tin gs  o f t he  c onst it uen t bo dies  o f t he OECD.

Ev en  w ithout th is  re co gn it io n in th e  co nv en tio n th a t re pre se nta ti ves  to  th e 
OE CD  w er e to  be  se nt  b y ea ch  mem ber, th e  c onst it u tional  po w er  of  t he  P re si den t 
to  c on du ct  th e fo re ig n re la ti ons of  th e  U ni ted S ta te s pr ov id es  th e a u th ori ty  n ec es ­
sa ry  fo r him to  d ir ec t ex ec ut iv e bra nch  pe rs on ne l to  ac t as  re pre se nta tives  to  
and m ain ta in  li ai so n w ith org an iz at io ns of  which  th e U ni te d S ta te s is a me mb er.  
T his  po wer  w as  al so  suf fic ien t au th o ri ty  fo r th e  des ig na tion  of  re pre se nta tives  
of  th e  U ni ted S ta te s to  ta ke  p a r t in  th e neg ot ia tion s le ad in g to  th e cr ea tion  of 
th e  OECD.

REPRESENTATION ALLOWANCE

Mr. Gary. Why do vou need additional representation allowance?
Mr. Lewts. That . Mr. Chairman, is primarily for the use of  the 

Secretary  of State and his principa l assistants when they are a ttend ­
ing ministerial meetings of NATO. Also small part s of it will be used 
bv our representatives on the principal NATO committees. There 
are numerous committees and numerous meetings in the course of the 
year.

The $3,000 is for the NATO conference participation . $560 is wage 
and price  increases overseas for the amounts we have in previous years 
for representation.

overtime and holiday pay

Mr. Gary. Why do you need $12,500 for overtime and holiday pay? 
Mr. Lewts. The workload at VSBO is heavy, requiring consider­

able overtime. This is the amount we feel is necessary. This is all in 
connection with our mission to NATO and to the OECD.

Mr. Conte. Mr. Chairman, will you yield ?
Mr. Gary. Yes. sir.
Mr. Conte. Wouldn 't it be cheaper to hire ano ther person ?
Mr. Lewis. Well, tha t is always a problem—when to increase the 

staff, when to get extra work out of your present staff. In  operations 
of this sort there are peak loads tha t just have to be met tha t cannot 
be handled by increase in staff. Our judgment was that in thi s situa­
tion it was better  to pay overtime than to have a person on our rolls 
all the time for  peaks and valleys both.

Mr. Conte. It  would not be a vehicle to give somebody an extra 
pay raise?
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Mr. Lewis. There is always tha t danger in overtime. We try to avoid it by sensible supervision.

E Q U IP M E N T  REQUIR EM ENTS

Mr. Gary. In  1961 you spent  $13,920 for equipment and on page 5 of the justifications that indicates an obligation of $29,800 for equip­ment in 1962.
In view of that  relatively large program in 2 years for a tota l staff of 158 employees, why do you need $14,505 for equipment in fiscal year 1963?
Mr. L ewis. We feel tha t the $14,500 requested in 1963 is approxi­mately the amount that will be required on a continuing basis; 1962 was unusually  large because of the number of cars we purchased that year but they  will not have to be replaced for several years so we can drop down to a more normal level in 1963.
Mr. Gary. Wha t equipment do you expect, o r anticipate , to have to purchase?
Mr. Lewis. Ib is  would be the normal equipment used in offices; desks, typewrite rs, and calculating machines.Mr. Gary. Xo automobiles in t ha t at all ?Mr. Lewis. Xo, sir.

S H IP M E N T S  OF  ST RA TE GI C MA TE RIAL S

Mr. Gary. A portion of the increase of $11,050 is for activities un­der the Mutual Defense Assistance Control Act. Has assistance ever been terminated to any country under the provisions of this act?Mr. Lewis. 1 would like to ask Mr. Wrig ht to answer that.Mr. Wright. Xo, sir;  assistance has not been termina ted to any country  under this act. There have been some 20 Pres identia l deter­minations with respect to shipments made by aid recipient  countries, all of which have been publicly reported to this Appro priations Com­mittee, and to other committees of Congress listed in the Battle  Act. There have been in addition, some 15 classified exceptions which have likewise been reported to the committees.There have not been any shipments by any aid recipient  countries of arms, ammunition, implements of war, or atomic energy materials as listed under the Battle Act.
The shipments that have taken place have all been with respect to related equipment in connection with which the President does have discretionary author ity to continue aid if he feels that the termination of aid would be detrimental to the United States.Mr. Gary. Do you think there is any possibility tha t any of that  aid is going from other countries we furnish aid to, where they are then shipping it to any of the Russian satellites?Mr. W rigiit. In terms of U.S. exports to friendly countries?Mr. Gary. Yes.
Mr. Wright. That , of course, would be a matter that  would be policed by the Department of Commerce primarily with our coopera­tion and assistance, but we are satisfied that  the provisions that exist in the Export Control Act and in the arrangem ents entered into through the Coordinat ing Committee or multil ateral  organizations tha t deal with export control matters, is sufficient to guard against
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the pos sib ility of  actual  tra nssh ipm en ts or  div ers ion  of  U.S . origin  
commod ities  to the  bloc t hrou gh  o the r cou ntri es.

There  are cases of  th is  kin d and  when  the y are  foun d and inv esti­
ga ted and  bro ught to lig ht , puni tiv e mea sures are  tak en ag ains t the 
com pany eit he r in the  Uni ted State s or  abroa d th at  eng age d in such 
diversions.

Mr.  C onte. Mr.  Ch air man?
Mr. Gary. Y es.
Mr. Conte. ITow abo ut some of these  countrie s who are  rec ipients 

of foreign aid  sh ipping  cop per , tin , cobalt,  and oil to the  Sov iets ?
Mr. W righ t. The chances are  the  shipm ent s of  th at  kin d do not  

fal l in the  Ba ttl e Act lis t. The Ba ttl e Ac t lis t is composed of  arm s 
and atom ic energ y mate ria ls an d closely rel ate d items th at  are  use ful  
in the  pro duction  of arm s. So, it  is a fa ir ly  selective  l ist  of  s tra tegic 
ma ter ial s. Tt is heavier  in ter ms of elec tron ics equip me nt and fa ir ly  
sop his ticate d ma chine ry and equip me nt of  tha t kin d, alt hough it  does 
include some o f w hat  m ight  lie called bidk  ma ter ial s.

Mr.  Conte. Th ey  could sh ip raw  mate ria l to  the Com munist  bloc 
from which t hey could p rod uce  arms  and  am mu nit ion  ?

Mr . W rtgitt. Th e Bat tle  Act  does no t pro scr ibe  trad e in general ly 
wh at you would call raw  m ate ria ls.  Tt is confined to  the  s tra teg ic are a 
in t erm s of  wha t is reg arde d as st ra teg ic  to th e bloc.

REPORTS ON  S H IP M E N T S  TO CO M M U N IS T CO UNTR IE S

Mr. Conte . Does yo ur  Agenc y keep a record  of  shipm ents of iro n 
ore, cop per , and  any  mate ria l to the  Com munist  bloc cou ntr ies  who 
are  re cip ien ts o f our  for eig n a id  ?

Mr. W right. Yes  we do keep  close tra ck  of  the tra de  which tak es 
place  wi th the  Soviet bloc by aid  rec ipient  cou ntr ies . We  repo rt on 
th at  to the  Con gress at 6-month  interv als . They are  the Bat tle  Ac t 
rep ort s. Th is re po rti ng  does inc lud e nonstra teg ic,  as well as st ra ­
tegic, tra de .

COSTS OF  SH IP M E N T S  OF  RA TT LE  AC T CO M MODI TI ES

Mr. Gary. W ha t is the tot al do lla r value of  t he  str ateg ic  m ate ria ls 
exporte d to, or  imported from,  the Sin o-S oviet  bloc by ou r allie s in 
the  past  yea r or  two ?

Do you  hav e an y f igures on t hat  ?
Mr.  W right. I  can give  you the figures on the sh ipm ents by those 

cou ntr ies  of B at tle A ct comm odit ies which have  been c overed by Pr es i­
denti al de termi na tio ns  in the la st  2 year s.

Mr.  Gary. T wish y ou would.
Mr. W rtgtit. In  1961 the re were $333,000 wo rth  o f sh ipm ent s u nd er  

the  Bat tle  Act  (B ) lis t cat egory  of  commod ities  wi th resp ect to 
whi ch the  Pres iden t det erm ine d the  conti nuati on  of  aid  would be in 
the  national intere st.

In  1962 th ere  have  been de ter mi na tio ns  for  $520,000 w orth of Bat tle  
Ac t commodities.

In  th e yea r 1960, $2,687,000 worth.
I  m igh t sa y that  the ------
Mr. Conte . Before you go on, would it be too difficult to supply 

th at  fo r the  rec ord  givin g us the  cou ntr ies  and  items?
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Mr. Wright. Perfectly  possible to do it : yes, sir.
T will be glad to do it.
It  is supplied under the Battle Act in 6-month reports, at 6-month intervals.
Mr. Conte. T th ink that dovetails into this bearing. Mr. Chairman.
Mr. Gary. I th ink so, too.
Would vou insert that at this point in the record ?
Mr. W right. Yes, sir.
(The requested information follows:)

S h ip m e n t s  of  B att le  Act  Comm odi ti es  Covered by  P res id en ti al D eter m in a ­
ti o n s to Co n t in u e  Assi sta n c e  U nder t h e  Mutu al D efen se  A ssis ta n c e  
Con tr ol  A ct (B at tle Ac t ) of 1951
Fro m  1951 to  Aug us t of  1962 th er e ha ve  bee n 20 P re si den tial  det er m in at io ns 

un de r sect ion 10 3( b)  of  the B att le  Ac t to co nt in ue  U.S.  as si st an ce  to ai d  re ­
ci pi en t co un tr ie s,  th e fu ll part ic u la rs  of  which  ha ve  bee n mad e publi c. The re  
ha ve  al so  been  15 cla ss ifi ed  det er m in at io ns which  ha ve  been  re po rted  in fu ll  det ai l to th e si x  in te re st ed  co ng re ss iona l co m m it tees  as  th e law  re quir es  (A p­
pro pri at io ns an d Ar me d Service s Com mitt ee s of  th e Sen at e an d of th e Hou se  of  
R ep re se nt at iv es , th e Co mmittee  on For ei gn  R el at io ns  of  th e  Se na te , an d th e  

Com mitt ee  on  For ei gn  A ffa irs  o f th e  H ou se  o f R ep re se nta tives ) to get her  w ith  t he re as on  fo r cl as si fica tion  i n ea ch  case .
None of th e goods sh ippe d w er e m il it ary  item s or atom ic  en er gy  ite m s on th e 

ca tego ry  A B att le  Ac t li st  bu t ra th e r w er e goods wh ich  were,  a t th e  tim e of  sh ipmen t, on th e  ca te go ry  B li st . Ove r h a lf  th e sh ip m en ts  re pr es en te d co mmit­
m en ts  fo r de live ry  by th e Gov er nm en t invo lved  m ad e be fo re  th e B a tt le  A ct ca me in to  effect, be fo re  th e part ic u la r ite m  w as  ad de d to  th e  em ba rg o li s t or  be fo re  
th e co un try be ca me a  r ec ip ie nt  o f U.S . as si st an ce .

The  dat es of  th e un clas sif ied P re si den ti a l de te rm in at io ns , th e  co untr ie s in ­
volved , an d th e va lu e of th e ca te go ry  B B att le  Ac t sh ip m en ts  co ve red  by th e 
det er m in at io ns  a re  a s fo ll ow s:

C ountr ie s in volv ed Da te,  of  
d e te rm in ati on

S hip m ents
co ve red

N eth e rl an d s_________________________________________ ____ . . . . . . . . . . . . . . . .
I t a l y . . .............. ...................................... ..................... . ........................................................D e n m a rk __________________________________________ _____ ________________
U nit ed  K in gdom , F ra nce , I ta ly _________________________ ________ ________
F ra nce , W est  G er m an y, N orw ay . U n it e d  K in gdom  .............. ..................... . . .F ra nce , I ta ly , N orw ay , U nit ed  K in ed om , D e n m a rk ..  ........................ . ...........F ra nce , It a ly , N et herl an ds,  U n it ed  K in g d o m _______ • _________ ____ ____
F ra nce , It a ly , W es t G er m an y, U n it ed  K in gdom ________________ ____ ____
D enm ark , U n it ed  K in gd om , I ta ly ............................................. ................. .................
I ta lv , F ra nce , U n it ed  K in gdom _______________________________________ _

D o ........ ............................................................................................................................
F ra n c e ________________________________________________ ______ ___________B el giu m , F ra nce , W est  G er m an y , I ta ly , N eth erl ands,  Uni te d K in g d o m .. ..  
It a ly , F ra nce , B el giu m , W es t G erm any , N eth erl ands , U nit ed  K in g d o m .. ..
It a ly , N eth erl ands , U nited  K in gdo m , T u rk ey , F ra nce , W es t G erm an y.......
D enm ark , W est  G er m an y, F ra nce , It a ly , J a p a n ___________ ____ __________
U nit ed  K in gdom , W es t G er m an y, T u rk e y , F ra n ce____________________ _
W est  O erm any , I ta ly , N eth erl ands,  F ra nce , M or oc co  ________ _______ ___
W est  G er m an y , U nit ed  K in gd om , N eth erl ands,  F r a n c e .......... ....... ................
U n it ed  K in gdom , W es t G er m an y , T u rk e y , F ra nce , Ital y' , N eth erl ands,  

J a p a n __________________________________________________________________

Apr . 23,1952 $322,313
Ju n e 24,1952 11,000
Ju ly 25,1952 2,167,630
De c. 30,1952 2, 483,063
Aug . 1,1953 3, 390, 465
M ar . 5,1954 6,090, 447
M ar. 31,1955 2,39 8,56 5
J u n e 28,1955 603, 255
Jan . 16,1956 282, 977
Dec . 10, 1956 1, 601, 752
Aug . 23, 1957 636, 552
J a n . 3, 1958 3, 714
Aug . 1.19.58 2,461,3 34
J a n . 9,1959 1,150,253
Aug . 25, 1959 274,770
Jan . 7,1960 904, 614
J u ly 14, 1960 593, 513
De c. 28,1960 1,188, 997
O ct , 27,1961 332,940

A pr. 18,1962 520,365

27, 418,519T ota l.

T ota l ex port s to th e  Sino -S ov iet  bloc by  th e  co un tr ie s li st ed  ab ove plus  th e o th er of  th e  15 part ic ip ati ng  co unt ri es  in COCOM fo r th e pe riod  1952 th ro ug h 
1961 am ou nt ed  to ap pro xim at el y $14,350 mi llion . Thus th e B a tt le  Ac t sh ip men ts  li st ed  ab ove re pre se nt less  th an  tw o- te nth s of  1 per ce nt (0.1 9 per ce nt ) of  th e 
to ta l ex por ts  to  th e Sino -S ov iet  blo c by COCOM co un tr ie s duri ng ap pr ox im at el y 
th e  sa m e pe rio d.

Mr. Gary. How many individuals qualify for the hardship post 
differential ?
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Mr. Wright. I believe it is one individual.
Do you want to speak to that ?
In Belgrade.
Is that correct ?
Mr. Lewis. His answer is right, one individual in Belgrade.

REIM BU R SEM EN T TO OTH ER  AG EN CI ES

Mr. Gary. What agencies render sendees to  th is activity for which 
$185,945 is requested?

Mr. Lewis. The princ ipal ones are Commerce and AID  carry ing 
out  their p art  of the MDAC functions.

Mr. Gary. Will you list them for the record with the amounts? 
Mr. Lewis. I can give you the amounts righ t now.
In 1963, for Commerce it is $166,395 and for AID  it is $19,550. 
Mr. Gary. How does tha t compare with 1962 ?
Mr. Lewis. The same amounts for 1962, sir.
Mr. Gary. Mr. Conte?
Mr. Conte. No questions.
I think  you have covered it all, Mr. Chairman.
Mr. Gary. Thank you, gentlemen.
Mr. Lewis. Thank you, Mr. Chairman.

Thursday, August 16, 1962.

MIGRAT ION AND RE FU GE E ASS ISTANCE 
W IT N E S S E S

Department of State

R IC H A R D  R.  BROW N. D IR EC TO R , O FFIC E  FO R R E F U G E E  A ND  M IG R A ­
T IO N  A F F A IR S

C LEM EN T J . SO BO TK A,  D E P U T Y  D IR EC TO R , O FFIC E  FO R R E F U G E E  
A ND  M IG R A T IO N  A F F A IR S

V E R N E  B. L E W IS , D E PU T Y  A SSIS TA N T SE C R E T A R Y  FO R BUDGET  
AND F IN A N C E

C H A R LES E . VASA LY , C H IE F  OF  O PER A TIO N S, O FFIC E  F OR R E F U G E E  
A N D  M IG R A T IO N  A F F A IR S

Mr. P assman. The committee will come to order.
We have before the committee this afternoon Mr. Richard Brown, 

Director, Office for Refugee and Migration Affairs ; Clement J. 
Sobotka, Deputy  Director, Office for Refugee and Migration Affairs; 
Verne B. Lewis, Deputy Assistant Secretary for Budget and Finance; 
and Charles E. Vasaly, Chief of Operations, Office for Refugee and 
Migration  Affairs.

Mr. Vasaly will be here later?
Mr. Brown. Yes, sir.
Mr. P assman. Gentlemen, is this a request for funds to operate 

the migration and refugee program for fiscal 1963?
Mr. Brown. Yes, sir;  it  is.
Mr. P assman. We shall insert into the record at this point the ap­

propriate  pages from the justifications.
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(The information follows:)
Department of State

Migration and refugee assistance
Request------------------------------------------------------------------------------$21,977,000Employment: Number  involved this est imate________________________  62

purpose and need for supp lemental funds
This is a new fiscal year 1963 appropriat ion  proposed for  the Departm ent of State to provide for the migration and  refugee program which was previously funded in pa rt through mutual  security appropriat ions under the Mutual Se­curi ty Act of 1954, as amended, and through  foreign assi stance appropriat ions under the  Act for  Intern ational Development of 1961.The author ization  for this new app ropriat ion  is contained in Public Law 87-510 (H.R. 8291) which was enacted Jun e 28, 1962.

Department of State

MIGRATION AND REFUG EE ASSISTANC E

“For  expenses, not othe rwise provided for, necessary to enable the  Secre tary of Sta te to provide assistance to refugees, as authorized by law, including con­tributions to the Inte rgovernm enta l Committee for  European Migra tion and the United Nations High Commissioner for  Refugees; sala ries , expenses, and allowances of personnel and dependents as authorized by the  Foreign Service Act of 1946, a s amended (22 U.S.C. 801-1158) ; hir e of passenger motor vehicles; and services as authorized by section 15 of the Act of August 2, 1946 (5 U.S.C. 55a) ; $21,977,000 to remain ava ilab le until expended: Provided, Th at this  ap­propria tion shal l reimburse other appl icable appropriat ions for  activitie s con­ducted af te r Jun e 30, 1962, pursu ant to Section 7 of  the  Migra tion and Refugee Assis tance  Act of 1962: Provided  fur the r, That no fund s here in appropria ted shall  be used to ass ist directly in the  migration  to any nation in the Western Hemisphere of any person not having a secu rity clearance  based on reaso n­able standard s to insure  aga ins t Communist infil trat ion in the Western Hemisphere.”
E xplanation of Language

This  is all new appropr iation language for a new app ropriat ion to the De­partm ent of Sta te to provide for  the migration  and refugee programs which were previously funded through mutual  security and AID appropria tions .The author izat ion for  thi s new appropriat ion is conta ined in Public Law 87-510 (H.R. 8291), which was enacted on Jun e 28, 1962.
Program and financing

[I n  th ousa nds of  do lla rs]

1961 ac tu al 1962 es ti m at e 1963 e st im at e

P ro gra m  b y  a ct iv it ie s:
1. C on tr ib u ti ons  to  In te rg overn m en ta l C om m it te e for E uro pean  M ig ra ti o n _________________ 9,275

900 
1,50 0 
2, 500

400
350

5,300
400
200
275
877

2. C on tr ib u ti ons  to  pro gra m  of  U n it e d  N at io ns H ig h C om m is sion er  for  Ref ug ee s__________
3. Refug ee s fro m E uro pean  C om m u n is t co un tr ie s........
4. Re fu ge es  fro m C om m un is t C h i n a . . ___
5. T ib e ta n  re fu ge es ........... ........... ...................................................6. C uban  refugees  i n  forei gn  c o u n t r ie s _________________7. A lg er ia ns......................................................... . ............. . .............
8. C en tr a l Afr ica............................. .............................................
9. Refug ee s from  N o rt h  Afr ican  coun tr ie s .................... .. . . .10. Sp ec ia l pe rs on s or  gr oups............................ .......................11. A d m in is tr a ti o n _______ _____ ________

T ota l ob liga tion s........................ ............. ............................... 21,977
Fin an cin g : N ew  o bligat io nal  au th o rit y  (a p p ro p ri a ti o n )......... . 21,977
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Object classification
[In tho us an ds  of do llars]

1961 ac tual 1962 es tim ate 1963 est im ate

11 Per son nel comp ensat ion :
Pe rm an en t pos itio ns . . ............................... ........... 412

17Other p ers onnel  c om pe ns at ion.  _......... . .......................

Tot al  pers onnel c om pe ns at ion.............. . .......... ............ 429
74
30
2

24
10,932

304
4
3

10,175

12 Person nel  be ne fit s____________________ ________
21 Tr av el  an d tra ns po rta tio n of p ers ons............................ .......
22 Tr an sp or ta tio n of thi ng s____________________ ______ _
23 Ren t, co mm unica tio ns , an d u ti li ti es ____ ______________
25 Othe r ser vic es__________________________ ____________

Serv ices  of  othe r Sta te  ac co un ts ..................................... .
26 Sup plie s a nd  m at er ia ls .. . ............. ............ . .............. ............
31 E q u ip m en t- .. ........... ........................................ . .............. .........
41 Grant s,  subsid ies , an d co nt ribu tion s.......................................

To ta l ob ligati ons. .. .________________________________ 21,977

Personnel summary

1961 ac tu al 1962 est im ate 1963 est im ate

Tot al  n um be r of per m an en t p os ition s____ _____________ 62
59
61

7.4
$6,878

4.8  
1.0
8.8

$10,228 
$19,261 
$7,066 
$2,710

Average nu m be r "of all e mploy ees___________ _____
N um be r o f emplo yees a t en d of y ea r............................
Average GS gr ad e____ _____________________________
Avera ge GS sa la ry _____ ____ ____ _______ ___ _____
Avera ge grade an d sa la ry  grades es tabl ish ed  by  the  Fo reign  

Servic e A ct  of 1946 (22 U .S.C . 861-1158):
Average grade:

Fo reign  Serv ice officers ............................... ....................
For eig n Serv ice Reserve  officers_______ ________
For eig n Serv ice s ta f f. .______________________ _

Average salary :
Foreign  Service officers____________ _____
Foreign Serv ice Reser ve officers_________________
Fo reign  Service Staf f___ _____________________ ____
Average sal ary  in fore ign co un tri es  (local ra te s) ...........

PROGRAM AND  PERFORMANCE STATEMENT, FISCAL YEAR 19 63

The request of $21,977,000 for fiscal year 1963 is to provide for migration and refugee programs authorized under  Public Law 87-510 (H.R. 8291), the Migra­tion and Refugee Assistance Act of 1962, which was enacted on June 28,1962. 
Legislative background

On Ju ly 21, 1961, the President sent to the Speaker of the House of Represen­tatives and the President of the Senate proposed legislation “designed to cen­tralize the authority  to conduct and to appropriate funds to support U.S. programs of assistance to refugees, escapees, migrants, and selected persons.” The P resi­dent also stated tha t he wished to consolidate into one law the several current  programs now in operation and such emergency programs as may be required in the future . Although the continuing migration and refugee programs had for a number of years been authorized and funded by the Congress through the mutual security  program, they were not included in the Foreign Assistance Act of 1961 because they were not considered consonant with the economic develop­ment purposes and philosophy of the AID program.
When in June  1962 the Congress passed Public Law 87-510 in response to the President’s request, authority  was provided to continue contributions to the Intergovernmental Committee for European Migration and to the activities of the United Nations High Commissioner for Refugees. The act includes specific author ization  for assisting Cuban refugees within the United States and similar programs for other refugees whom the President may determine from time to time should be helped in the in teres t of the United States. This l att er authority permits continuation  of the U.S. escapee program. The law does not provide for assistance to Palestine Arab refugees, a program closely tied to problems of economic development in the Middle East, and for tha t reason included in the foreign aid legislation.
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Basic  U.8. policy con sideration s conce rning refuge es
U.S. assistance tow ard the  solution  of refuge e problems is cons isten t with  the 

basic U.S. political objective of securing the extens ion of ins titu tional  freedom, 
and perso nal liberty and well-being thro ugh out  the  world. The Unite d Sta tes 
promotes and ass ists  in the  solution of refuge e problems as an integr al pa rt  of 
its policy of promoting peace, recognizing th at  refu gee problems—ar isin g from 
political antagonism, arbit rary  action,  or disr ega rd of human  rights —are  a 
locus of controversy and bitterness pote ntia lly prejudic ial to th e mai nten ance  
of peace. U.S. a ssis tanc e to refugees serve s t he polit ical objective of e xempl ifying  
before world opinion the  huma nita rian ism  which is a fun dam enta l difference 
between free  and capt ive societies. U.S. ass ista nce  to refugees help to promote 
the  political stabil ity  of asylum countries; and  it  helps enhan ce U.S. pres tige  
with in these  countries, a s well as to cement frie ndly rela tion s between the  gove rn­
ments  of these  countrie s and  our  own. By ass isti ng refugees from communism, 
the  United States helps to extend the  benefits of freedom to those  who have  re­
jecte d communism and to promote  fai th among captive population s in the  pu r­
pose and processes  of freedom and democrac y. Last ly, by aidin g asylum coun­
trie s in reducin g their refugee burde ns, the Uni ted Stat es help to insu re the  fu­
ture  main tenance of generous  asylu m po lic ies : a tra dit ion  deeply rooted in our 
heritage, and  fun dam enta lly rela ted  to our overall foreign policy objectives. 

Methods of resolvi ng re fugee  problems
Most refugee problems, like n atur al  d isas ters , cann ot be foreseen. Each devel­

oping refugee s itu ation requ ires ana lysis to dete rmin e whethe r U.S. intere sts are  
involved and wh at kind of U.S. action  is requ ired . Some of these  problems may 
be resolved by diplomatic negotiatio ns while  oth ers  will requ ire only the ass ist­
ance which can be provided by the  local people or govern ment of the  coun try of 
asylum. In most instance s, however, outs ide aid from privat e volunt ary  agen ­
cies. from oth er governments, and from int ern ation al orga nizations  is requi red. 
When direct U.S. Government ass ista nce  is needed, the  provision of Public Law 
480 surplus commodities or the  developm ent proj ects  conducted by AID are 
often helpful. The re will alwa ys rema in, however, some problems which re­
quir e direct  U.S. Government aid. The  pre sen t app ropr iation requ est take s 
full account of th e p ossibi lities of othe r sources and methods of a id in the  several  
refuge e situ ations and assumes  th at  the re will be a minimum draw down  on U.S. 
dolla rs and the  maximum use of U.S.-owned local currencies.

Purpo ses and objectives of mig ration and refug ee progra ms
The free  world is reminded  almos t daily through the press and othe r media 

of refuge es and escapees fleeing from or displace d by Commun ist oppression, 
polit ical disor ders,  or mi lita ry action . As long as pres ent condit ions exist 
throug hou t the  world, thi s flow of  refug ees will contin ue with  the  ever-present 
possib ility of its  incre asing  t o flood pro portion s a s it has  this yea r in Hong Kong, 
as it did last  yea r in Berl in and the Congo, again  in 1939 when to Tibetans fled 
to Ind ia and Nepal, and most dra matica lly in 1956 duri ng the  Hu nga rian  revolt. 
The United  States has  had its  most immediate and firsth and contact with the  
world refug ee problem with the  more  tha n 150,000 Cuban refugees who began 
fleeing into the United Sta tes  in 1960.

The purpose of the new law is to enable  the United Stat es to deal effectively 
with  continuing, new and emergency refuge e situa tions, to show U.S. concern 
for  the  oppressed and homeless, and to advan ce U.S. intere sts by easing  tensions 
in a reas  of criti cal impo rtanc e to th e att ain me nt and pres erva tion  of world peace. 
To accomplish these objectives the  bill provides for app rop riat ion s for contribu ­
tions to intern atio nal  organiz atio ns (ICE M and UNHCR) and also for assistance 
to refug ees design ated by the Pre sid ent when the Pre sident  d eterm ines  tha t such 
ass ista nce  will con tribu te to the  defense or to the  secu rity or to the foreign 
policy inte res ts of the United  Sta tes.  The law also  provid es th at  funds  not to 
exceed $10 million in any fiscal year,  to be made availabl e und er the Foreign 
Assis tance  Act of 1961, as amended, may be used to meet unexpected urge nt 
refug ee and migration  needs when ever the Pre sident  determin es it to be im­
po rta nt in the nationa l inte rest .

Under  Public Law 87-51 0, it  is proposed to util ize the  following programs to 
fu rth er  U.S. inte res ts by assis ting mig rants and ref ug ees:

A. Intergove rnm enta l Committe e for  Europe an Migra tion, $9,275,000.—The 
Intergovern men tal Committee  for  Euro pean Migra tion (IC EM ) was organized 
on U.S. init iative in Brussels  in 1951. The membership has  grown from the 15
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original governments to 29, including 10 Latin American governments. ICEM 
was originally established  to facil itate the movement of indigenous migra nts and 
refugees from certa in countries in Europe facing pressures of population and 
the movement of refugees to oversea countries.

The economies of the emigration countries in Europe have improved while 
the economic situat ion in the Latin American countries has worsened. These 
countries need assistance in securing skilled and semiskilled indus trial and ag­
ricult ural workers to assis t in thei r economic development. Greece, Italy, 
Spain, and the Nether lands still have larger populations than thei r economies 
can absorb and can supply the immigrants which the Latin American countries 
require. Simultaneously, Belgium, Greece, Italy, the Netherlands, and Spain 
are faced with the necessity of relocating and reestablishing thei r nationals re­
turning  from Africa and southeast Asia who a re especially adapted  to working 
and living in the conditions prevailing in the Latin American countries.

B. United Nations High Commissioner for  Refugees, $900,000.—The Office of 
the United Nations High Commissioner for Refugees (UNHCR ) was estab­
lished by the United Nations General Assembly in 1951 to provide fo r the legal 
and political portection of refugees. This mandate was developed with the prob­
lem of European refugees primari ly in mind, and has been administered on that 
basis. The United State s took leadership in the establishment of the UNHCR, 
consistent with its strong political and humanitari an interest in improving the 
status of refugees from communism and other forms of persecution. Most of 
the free countries of Europe and many other countries have ratified the 1951 
convention relatin g to the status of refugees, which is the effective instrument 
for realizing the  objectives of the UNHCR Office.

The present UNHCR material assistance  program provides reestablishment 
assistance, including rehabilitat ion of a large percentage of handicapped cases, 
to European refugees in Europe and the N ear East, to Jewish refugees in Europe 
from the United Arab Republic, and to European refugees from Communist 
China exiting through Hong Kong. In addition, the UNHCR, in conjunction 
with the League of Red Cross Societies, has been providing relief to Algerian 
refugees in Morocco and Tunisia  and more recently in Algeria as these refugees 
are being repat riated . U.S. appropriations  of $1.1 million in 1960 and $1.3 mil­
lion in 1961 for contribution to this program were matched by contributions 
from other governments of $2,249 and $2,641 million, respectively.

C. Refugee assistance for  groups determined by the President .—In August 
1962, under the autho rity of section 2 (b ) (2 ),  the Presid ent signed a determina­
tion order tha t it is in the inter est of t he United States  to provide U.S. assist­
ance to the categories of refugees described below. Assistance to some of these 
categories of refugees has been carried on since 1952 under the U.S. escapee pro­
gram (USEI*) which was established to provide reception, supplementary care 
and maintenance, resettlement support and local integra tion to recent escapees 
from Communist countries in Europe and the Near East  and to selected escapee 
groups and individuals in other areas  of the world including the Fa r East. This 
unilatera l effort carried out primarily in conjunction with American voluntary 
agencies serves U.S. interests  by demonstrating the concern of the U.S. Govern­
ment and the American people f or those who escape Communist oppression and 
seek asylum in the free countries of the world. Since its inception USEP has 
helped over 721,000 persons, resettlin g over 161,000 overseas and helping 355,000 
integrate in a country of first asylum.

1. Refugees from European Communist countries, $1,500,000: There are an 
estimated 60,000 refugees from Soviet bloc countries and Yugoslavia in asylum 
countries (chiefly in Europe), and a continuing influx of over 11,000 per year 
escaping from the bloc countries who form a conspicuous symbol of anticommu­
nism. The continued provision of U.S. assistance through the U.S. escapee pro­
gram to this group, especially to new escapees, serves U.S. objectives in free and 
captive countries alike, and helps enable asylum countries  to maintain  generous 
asylum for future arrivals . There are also subs tantial numbers of Yugoslav 
refugees currently arriving in European asylum countries. It  is in the political 
interest of the United S tates to continue to assist  Yugoslav refugees through the 
U.S. escapee program as a means of helping friendly asylum countries to cope with 
a burdensome political problem, as an expression of our sympathy fo r those who 
have fled from oppressive conditions under Communist regimes, and as a con­
crete facet of our opposition to totalit arianism in any form.

2. Refugees from Communist China, $2,500,000: Since the Communist takeover 
of China in 1949 more than a million Chinese refugees have fled to Hong Kong



956

and lesser numbers to Macau and other southeast Asian areas. The Chinese 
refugee problem in Hong Kong and Macau is being augmented by a markedly 
increased number of new a rriva ls accentuated by the mass influx in May and 
expected to reach 125,000 for the year 1962. The United States  provides con­
tinued selective but substantial assistance for  Chinese refugees from Communist 
China, particularly  those in Hong Kong and Macau, through the Far Eas t refu­
gee program in order to associate the United States  in political and humanitarian 
terms with the massive refugee relief and rehabilitation efforts of the responsible 
asylum governments in behalf of the largest single group of anti-Communist 
refugees in the world. The United States also assists the small numbers of 
European refugees escaping from Communist China who are not assisted  under 
international programs.

3. Tibetan refugees, $400,000: Since the suppression of the Tibetan revolt by 
the Chinese Communists in 1959, 35,000 Tibetan refugees have fled to India, 
25,000 to Nepal, and lesser numbers elsewhere.

The Governments of India and Nepal, having courageously granted asylum to 
the refugees despite contrary Communist Chinese pressures, face substantia l 
problems in reestablishing the refugees. Continued U.S. assistance serves po­
litically to support these governments in the granting of asylum, and economi­
cally to help them resolve the problem.

4. Cuban refugees outside the United States, $350,000: An estimated 25,000 to 
30,000 refugees from Cuba are  residing in Spain, Lat in American countries, and 
elsewhere. Some of them present acute needs for relief and resettlement assist ­
ance, but until  the passage of Public Law 87-510, there has been no legal means 
by which the United States could parti cipa te in helping this group. The pro­
vision of U.S. assistance to these refugees, to enable them to become self-de­
pendent in the free world, will demonst rate U.S. concern for refugees fleeing 
from the Communist regime in Cuba, will be consistent  with U.S. concern over 
the thre at which the Cuban regime poses to the peace and security of the  hemi­
sphere and will encourage countries other  than the United States  to provide 
asylum to Cuban refugees.

5. Algerian refugees and Algerians displaced within Algeria, $5,300,000: The 
7 years’ struggle for Algerian independence resulted in some 250,000 Algerian 
refugees being located in Morocco and Tunisia, from which countries 200,000 are 
now being repatria ted to A lger ia; 2 million additional Algerians were displaced 
from the ir native villages, and were relocated in regroupment centers by French 
authorities. For both of these groups, their reestablishment wi thin Algeria will 
require substantial interim emergency relief and rehabil itation programs until  
Algerian and interna tional developmental programs are  underway. It  is pro­
posed tha t the United States should provide substantia l assistance in the 
carrying out of such programs, as  a  necessary measure toward insuring political 
and social stability within Algeria. Such assistance would also enhance U.S. 
prestige in Algeria, and help cement good relations with the new Algerian 
Government.

6. Refugee problems in centra l Africa, $400,000: There are 150,000 refugees 
from Angola in the Congo who a re presently in the process of being resettled 
within the Congo. There are also 150,000 Batutsi refugees who have fled from 
the dominant Hutu majority in Ru anda; 40,000 to Uganda, 10,000 to Tangan­
yika, 40,000 to Burundi, 60,000 to the Kivu Province of the  Congo. Most of these 
refugees present urgent relief needs in thei r present situations . Efforts are 
being made to reestablish them locally within thei r countries of present resi­
dence or in some instances through voluntary repatr iation.  U.S. objectives with 
respect to central Africa are to support  peace, tranquility and stability within 
tha t area. The United States should assist in resolving the refugee problem 
within the framework of t hat  policy, in a manner to help remove the conditions 
of  want, chaos, and disorder which offer opportunities for the enlargement of 
Communist influence. U.S. policy also calls for primary use of interna tional 
organizations as the instrum ents for refugee relief, but some direct U.S. as­
sistance is required by the varied, volatile, and potentially  dangerous s ituation  
in the area  and in the interest of promoting U.S. prestige.

7. Refugees from north African countries, $200,000: Certain European and 
other minorities res ident in north African countries, many of whom are or were 
citizens of such countries are feeling the severe effects of repressive economic 
measures against them. Some of these people have sought asylum or resettle­
ment in other countries and others are still trying to do so, although opportuni­
ties are limited. It is proposed tha t the United States should assist in the re-
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establishment in other countries of such refugees, in order to reduce local fric­
tions and to mainta in our tradition of extending help to victims of political or racial discrimination.

8. Selected persons or groups, $275,000: There are a number of refugees, 
former refugees, students, and similar selected persons who are  now in need and 
for whom U.S. assistance is to the political advantage of the United States. 
Specialized U.S. assistance should therefore be extended to such persons 
wherever necessary according to their  individual needs, and on an unpublicized basis.

D. Administrat ive expenses, $877,000.—This item provides for all of the ex­
penses necessary to carry  out the program objectives, including the program 
I>ersonnel expenses and reimbursement to “Salaries and expenses, State,” for 
the cost of administrative support provided to the program.

An appropria tion is hereby requested for the categories of refugees designated 
by the President, for contributions to the Intergovernmental Committee for 
European Migration, to the United Nations High Commissioner for Refugees, 
and for admin istrative expenses necessary to carry  out the above programs. 
The justification for the appropriation to assis t Cuban refugees in the United 
States is being presented separa tely by the Department of Health, Education, and Welfare.

DE TERM INAT ION OF PROGRAM NEED

Mr. P assman. When was it determined you would need money fo r 
this program for fiscal year 1963 ?

Mr. Brown. Mr. Chairman, the need has been evident all along. 
As you know, in the President's  message that went to the Congress a 
year ago a request was made to establish new authorization for all the 
refugee programs. There  was a long delay on tha t basis and as a 
consequence, as the chairman well knows, this past year we have been 
funded out of the contingency fund of the AID  appropriation.

We have before the Bureau of the Budget  a request now in the 
amount of $21.9 million tha t has been approved by the Secretary of 
State. It  has  not had the approval of the Bureau of the Budget as 
yet. Unfortunately, Mr. Chairman, we were under the assumption 
we were to be heard by a different committee.

Therefore, the material we have handed to you is a preliminary 
dra ft in which we would like permission to make certain corrections.

(Note.—The Departmen t’s request was subsequently submitted to 
the Congress in H. Doc. 524, p ertinent portions of which are quoted
below:)

•
[I I.  D oc. 524 , Aug . 20. 1962 ]

•♦ * * * •

* ♦
DEPARTMENT OF STATE

* * * ♦ ♦
“Oth er

“migrat ion  and  refuge e as sis ta nc e

“For expenses, not otherwise provided for, necessary to enable the Secretary 
of State  to provide assistance to refugees, as authorized by law, including con­
tributions to the Intergovernmental Committee for European Migration and the 
United Nations High Commissioner for  Refugees; sa laries, expenses, and allow­
ances of personnel and dependents as authorized by the Foreign Service Act of 
1946, as amended (22 U.S.C. 801-1158) ; hire of passenger motor vehicles; and 
services as authorized by section 15 of the Act of August 2, 1946 (5 U.S.C. 55a) ; 
$21,977,000 to remain available until expended: Provided, That  this appropria-

87 94 8— 62 — pt . 3
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tion shall reimburse other applicable appropria tions for activities conducted afte r June 30, 1962, pursuant to section 7 of the Migration and Refugee Assist­ance Act of 1962: Provided, further, Tha t no funds herein appropriated shall be used to assist directly in the migration to any nation in the Western Hem­isphere of any person not having a security clearance based on reasonable stand ­ards to insure against Communist infiltrat ion in the Western Hemisphere.”This proposed supplemental is necessary to finance contributions to interna­tional and voluntary refugee relief organizations and the administrative costs associated with the refugee activities of the Department of State as authorized by Public Law 87-510, approved June  28, 1962.
Pending the enactment of this proposed appropriation, funds advanced under the Foreign Assistance Act of 1961, as amended, are  being used to finance costs of these operations in the  fiscal year 1963. Accordingly, this proposed appropria­tion includes funds to reimburse applicable appropriations.
I recommend tha t the foregoing proposed supplemental appropria tions be transmitted to the Congress.

Respectfully yours,
E lm er  B. Sta a ts ,

Acting Director of the Bureau of the Budget.
Mr. P assman. Is there any doubt whether you need money for  fiscal year 1963 ? Or is it fair ly certain  that you will need money ?
Mr. Brown. There is no question about our needing it, Mr. Chair­man.
Mr. P assman. One month and a half  of the fiscal year is pas t and 

here we are just now holding an examination on this. We want the 
record to be abundantly clear it is no t the fault of the committee.

W e will now’ hear your case.

TO TAL RE QU ES T FOR RE FU GEE  PRO GRA M

Your request for fiscal 1963 for your pa rt of the refugee program is $21,977,000?
Mr. Brown. Tha t is right.
Mr. Passman. I  believe the record should show tha t the commit­

tee heard the request from another agency yesterday for  a refugee program, Cuban refugees, for  $70,110,000.
The two, together, dealing with refugees and migration would be $92,087,000.
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FUNDING  OF 19  62 PROGRAM

We believe you were funded out of the Pres iden t’s contingency 
fund in fiscal 1962?

Mr. B rown. Yes, sir.
Mr. P assman. Correct me if this is wro ng: In  the escapee program 

you had $1,256,009; ICEM , $1,110,000; United Nations  Hig h Com­
missioner for  Refugees, $1,310,000; administrative expenses, $872,000, 
or a total of $4,538,000. Is t ha t correct?

Mr. Brown. As f ar  as money received out of the 1962 contingency 
fund-----

Mr. P assman. Where d id you get any o ther money for  the program 
for 1963?

Mr. Brown. We received what we would call the ICEM third- 
quar ter payment out of the 1963 contingency fund, AID  contingency 
fund.

Mr. Passman. AID ? WThat is the AID contingency fund ?
Mr. Brown. I assume it is a par t of the continuing  resolution. I  am 

not sure.
Mr. P assman. We are  ta lking about fiscal year 1962. Is this figure 

$4,538,000?
Mr. Brown. I am not certain, without checking against my own 

figures.
Mr. P assman. I  wish you would check because this looks like you 

have got about 500-percent increase.
Mr. B rown. I am not sure tha t t ha t is the figure because in the first 

half  year of ICEM a total of $3.2 million was given to them on a pledge 
and I think it was $1.1 million from the fiscal year 1962 contingency 
fund.

Mr. Sobotka. $1.1 million.
Mr. B rown. Plus  another $1.2 million tha t came to the High Com­

missioner.
Mr. P assman. You had $4,538,000 in 1962 for the same program. 

In  1963 you have $21,977,000.

JUS TIFICA TIO N OF INCREASE REQUESTED FOR 1963

Could you, in some way, ju stify why your  1963 request is about 500 
percent above the expenditures in 1962 ? Could you give us some in­
formation on that?  Please insert in the record at this point a tabu­
lation which compares your 1962 and 1963 programs.

(The information requested is as follows:)
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D epa r t m e n t  of Sta te

Migratio n and refugee assistance— Comparison of fisca l year and  calendar year costs by program and  source o f fund ing , fiscal  years 1961, 1962, and  1968

Pro gra m  and  so urce  o f f und in g

F is ca l ye ar in  w hic h  fu nds w ere 
ob li gat ed

C al en dar  y ea r ap p li cab il it y

1961
ac tu al

1962
est im ate

1963
esti m ate

1961
ac tu al

1962
esti m ate

1963
es ti m ate

In te rg over nm en ta l C om m it te e  for 
E u ro pean  M ig ra tion :

1061 IC E M  ap p ro p ri a ti on : 1
F o r ca le ndar  yea r 1961 con­

tr ib u ti o n  to  IC E M  ............. ’ $6,951,532 $6,951, 532F or ca le ndar  yea r 1962 c on ­
tr ib u ti o n  to  I C E M ............. ’ $2,100,000

1,100,000

$2,1 00,0 00

1,100, 000

1,387,630

1,3 87,630

1962 P re s id en t’s co ntingen cy  
fu nd : For ca le ndar  ye ar 1962 
co n tr ib u ti on  to  I C E M _______

1963 re fugee appro pri at io n :
T o  re pay  1963 P re s id en t’s

co ntingen cy  fu nd  for 
fu nd s ad va nce d for  c al en ­
d a r ye ar  1962 (J u ly -S ep t. ) 
con tr ib u ti on  to  IC E M  . . . $1,387 ,630

1,3 87,630

6,50 0,000

F or pay m en t ca le ndar  ye ar  
for O ct .- D ec . co n tr ib u ­
tio n to  I C E M ___________

For ca le ndar  yea r 1963 co n­
tr ib u ti on  to  I C E M ______ $6,500 ,000

S u b to ta l____ ____ . ____ 6,9 51,532 3,2 00 ,00 0 9,2 75,260 
-2 6 0

6,951, 532 5,975 ,26 0 
-2 6 0

6,5 00,000R ound  of !....... ............. .....................

T o ta l IC E M  p ro gra m _______ 6,95 1,532 3,2 00 ,00 0 9, 275,000 6,951, 532 5,975 ,00 0 6,5 00,000
U nit ed  N at io ns H ig h  C om m is sion er  

fo r Re fuge es:
1961 U N H C R  a p p ro p r ia ti o n .. ..
1962 P re s id e n t’s co nt in ge nc y

f u n d ...........  ................ .

1,300,000 1,30 0,00 0

1,200,000 1,200,0001963 ref ug ee  ap p ro p ri a ti on  ____ 900,000 900,000
T o ta l U N H C R  p ro g ra m __ . . . 1,30 0,000 1,2 00,000 900,000 1,300,000 1,200,000 900,000

Refug ee  as si st an ce  for gr ou ps  de­
te rm in ed  by  t h e  P re si den t:

Refu ge es  from  E uro pean  Com ­
m u n is t co un tr ie s:

1961 U S P  ap p ro p ria ti o n .. .
1962 P re s id e n t’s co nt in ge nc y

fu nd  ___________________

2,415,997 ’ 1,530,646 ’ 885,351

850,043850,0431963 refug ee  ap p ro p ri a ti o n .. . 1,50 0,000 1,500,0 00
T o ta l U S E P —E uro pean  

p ro p ra m ____ ____  _ 2,415,997 850,0 43 1,50 0,000 1,530,646 1,735,394 1,500,000
Refug ee s f r o m  C o m m u n i s t  

C h in a:
1961 U S E P  ap pro  o ri a t io n .. .
1962 Pre s id en t’s co nt in ge nc y

f u n d . . . ______ _______  . . .

1,000,000 < 935,970 <64 ,030

1,107 ,9571,107.9571963 re fu ge e ap pro pri at io n 2,5 00,000 2,500,000
T o ta l U S E P —F ar E ast  

p ro g ra m ............ .................

T ib e ta n  re fu ge es :
1961 U S E P  ap p ro p ri a ti on ........ ..

1,00 0,000 1.107,957 2,500 ,00 0 935,970 1,171,987 2,500,000

100 ,000 100,0001962 P re s id en t’s co nt in ge ncy  
fu n d ____________ 50.0 00 50,0001963 refu ge e a pp ro p ri a ti o n __  . 400 ,000 400,000
T o ta l T ib e ta n  ref ug ee  pr o­

g ra m ____ __ ______________ 100,000 50,000 400,000 100,000 50,000 400,000
C u b a n  re fu gee s ou ts id e  th e  U nit ed  

S ta te s:  1963 refug ee  ap p ro p ri a ti on . 350 ,000 _______ 350,000

See footno tes a t end of table.



D epa rtm ent  of Stat e— Continued
Migra tion and refugee assistance— Comparison of fiscal year and  calendar year costs 

by program and  source o f fun ding , f iscal years 1961, 1962, and  1963—  Con.

Prog ram  an d source of fun ding

Fiscal ye ar  in  which  fu nd s were 
obligate d

Calen da r ye ar ap pl ic ab ili ty

1961
ac tual

I 1962 
es tim ate

1963
es tim ate

1961
ac tual

1962
es tim ate

1963
es tim ate

Alg erian refu gees a nd  Algerians d is ­
pla ced  w ithi n Algeria :

19(12 Pre si de nt ’s co nt inge nc y
fu nd_______ _______________

1903 refuge e a pp ro pri at io n ..........

To ta l Alge rian prog ram.

Refugee prob lem in ce nt ra l Afr ica:  
1963 refu gee  ap pro pri ati on ,_______

Refu gees  f rom  N or th  Afr ican co un ­
tri es:  19 63 re fu ge ea pp ro pr ia tio n. ..

Selected perso ns  or  groups: 1963 
refugee ap pr op riat io n.......................

To ta l, refugee  assis tan ce  for 
gro ups  de te rm in ed  by  the 
Pre si de nt .................................

Adm in is tra tiv e exp enses:
1961 se ctio n 411(c) fu nd s_______
1962 Pre si de nt ’s co nt inge nc y

f u n d ................................. ..........
1963 refugee a pp ro pr ia tion _____

To ta l a dm in is tra tiv e expenses

Grand  to ta l, migra tio n an d 
refugee ass istanc e prog rams .

Rec ap itu la tio n of source of fu nding :
1961 IC E M  ap pr op ria tio n 7........
1961 U N H C R  ap pro pr ia tion__
1961 U SE P a pp ro pri at io n..........
1961 sec tion 411(c) fu n d s______
1962 Pr es id en t’s co nt ing ency

fund  ..........................................
1963 refugee a pp ro pr ia tio n_____

Tota l.

$100,000

100,000

$3. 515,997 2,108.000

1,119,127

980,000

1,119,127 980,000

12,886,656

6,951,532 
1,300,000 
3,515,997 
1,119,127

7,488,000

2,100,000

5,388,000

12,886,656 7,488,000

$5.300,000

5,300,000

400,000

200,000

275,000

10,925,000 $2,566,616

« 1,119,127

877,000

877,000 1,119,127

$100,000

100,000

3,057,381

•980,000

980,000

21,977,000

21,977,000

21,977,000

11,937,275 11,212,381

•$5,300,000 

5,300,000

275,000

10,925,000

• 877,000

877,000

19,202,000

6,951. 532 
1,300,000 
2,566,616 
1,119,127

2,100,000 

”  949, 381

5,388,000 
2,775,000 19,202,000

11,937,275 11,212,381 19,202,000

1 Incl ud in g pr ior year un ob lig ated  ba lan ces  br ou gh t forw ard .
* In fisca l ye ar  1961, $9,051,532 wa s ob lig ate d. Of th is  am ou nt , $2,100,000 w as de ob lig ate d in  fiscal  ye ar  

1962 ami reob lig ate d the sam e ye ar for t he  c alen da r ye ar  1962 I C E M  pro gra m.
* Of t he $2,415,997 ob ligate d un de r co nt racts in  fiscal year 1961, $885,351 was ut ili ze d for the  benef it of the  

1962 pro gra m.
• Of th e $1,000,000 ob ligate d un de r co nt ract s in  fiscal  y ea r 1961, $64,030 was  u til ized  for th e ben efi t of the 

1962 program .
5 Fis cal  y ea r basi s.
• F isc al ye ar  basis .
7 I nc lu di ng  p rio r year un ob lig ated  b ala nce s br ou gh t forward.

Mr. Brown. Fir st of all, with regard to the Intergovernmenta l 
Committee for  European Migration, we are actually asking for an 18- 
month program. As you know, the lefugee programs operate on a 
calendar-year basis.

Mr. Passman. Do you have a statement ?
Mr. Brown. I do not have. I have only some typed notes.
Mr. Passman. Do you have a copy for the chairman  ? May we have 

a copy of what you are talking about ?
Mr. Brown. 1 am not talk ing from the notes now, but  I will be 

glad to give you a copy of them.
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Mr.  P assman. This pro ced ure  is u nusua l, b ut we sha ll tr y  to  work it 
out .

Mr. B rown. Th e gen era l sta tem ent, Mr . Ch air ma n, is th at we are 
askin g fo r $21.9 million and th at  is incl ude d in the ap pr op riat ion re ­
quest un de r con sidera tion  fo r c on tin uin g several migra tio n and re fu ­
gee prog rams and  in itiate  c ert ain  new program s in  whi ch the Un ited 
St ates  has  v ita l interest. Al tho ugh th is item —an d th is  is t he  p ar t we 
wou ld have to change  since we were p repa rin g th is  as a St at e Dep ar t­
ment i tem , as you  can see------

Mr. P assman . The St ate De pa rtm en t b ill passed several weeks ago. 
You are  ju st  abo ut a mo nth  and a ha lf  lat e to cat ch th at  one, bu t go 
ahea d.

PROGRAM AUTHORIZA TIO N

Mr. B rown. Publi c L aw  87-510 enacted on Ju ne 28 ,1962 , authorizes 
the  activ ities  fo r which  funds are now sou ght . These ac tiv itie s in­
clude continued c ontribu tio ns  to  the I ntergo ve rnmen ta l C ommit tee  fo r 
Eu rope an  Migr ati on , kno wn as IC EM , and the Office of  the Un ite d 
Na tions H ig h Com missioner f or  Re fugees, kn own as UNHCR .

Oth er  act ivi ties inc lud e the  co nti nu ati on  of U.S . escapee program , 
assistan ce to  Cuban refugee s in the  Un ite d S tates ------

Mr. P assman. Le t me say we ha d anoth er  team fro m dow ntow n 
yeste rday at tempt  to ju st ify $70,110,000 f or  t he  Cuban  refugees.

Mr.  B rown. The au thor iza tio n fo r t hat  co mmittee  comes unde r t hi s 
same b ill.

Mr . P assman. I  see.
Mr . Brown. We are n ot  a sk ing  for  f unds f or  C uban refu gee s in t he  

Uni ted S tates.
Other  act ivit ies  inc lude the c on tin ua tio n o f th e U.S. escape p rogram , 

assi stance  to  Cuban  refugees  in the  Un ite d Sta tes , an d assi stance to  
such othe r gro ups of ref ugees  as the  Pr es iden t may determine fro m 
tim e to tim e should be helpe d in the  in terest of  th e Un ite d Sta tes . 
Pu bl ic  L aw 87-510 does no t pro vid e fo r assi stan ce to  Pa les tin e Ar ab  
ref ugees since th at  p rogram  is  close ly t ied  to p rob lem s o f economic de­
velopment in the  Middle Eas t and  fo r th at  reas on ha s been included 
in th e fore ign  a id l egi sla tion.

PA LE ST INE ARAB REF UGE E PROGRAM

Mr. P assman. Who said th at  the  Pa les tin e refugee program  was 
tie d closely to the pro blem of  economic development  in the  Middle 
Eas t?  Does th at  mean  ac tuall y the prog ram s are  u nd er  A ID  o r does 
it hav e to do wi th the  economies of th e country?

Mr. Brown. I t  is a com binatio n of  both . Th is was a poli cy de ter­
minat ion made  within the De pa rtm en t of State  an d concurr ed in by 
the Bu rea u of  the  Bu dg et  t hat we wou ld no t inc lud e in our estimates 
the requir ement s fo r Pa lesti ne  Ar ab  refu gees.

Mr.  P assman. We  tho ug ht  th is  was enti re ly  a  w elf are  progra m,  th e 
Middle E as t par t o f it.

ITow are we g oin g to uns cramb le thi s?  The peo ple  who are  going 
to  r ead these  h earin gs  w ill say  anoth er  agen cy test ified fo r the  Pa les­
tin ian refu gees and  th e Cuban  refu gee s and  yet you have th is in your 
sta tem ent . Do you have  some way to cle ar it up ? W ha t would  you 
suggest ?
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Mr. Brown. I suggest we eliminate tha t statement there for both 
items, although both are true. As I have said, Public  Law 87-510 
authorizes the activities for which the funds were sought  for Cuban refugees in the Un ited States.

Mr. P assman. Let the record show there are about three branches 
of A ID testi fying  for different segments of  the refugee program.

Would tha t clear it up?
Aou are familiar  with the hearings we had yesterday I am sure.Air. Brown. Only vaguely.
Mr. P assman. We did have an entire group tes tifying for the Cuban 

refugees. I do not know but maybe I  can reconcile it before it is all 
over. Why have three different groups been tes tifying for th ree di f­
ferent segments of refugee aid? It  is now under one law, is it not?

Mr. B rown. With the exception of Palestine  refugees. They were not included in this law.
Air. Passman. Yours is ?
Air. Brown. Yes, sir.

CONSOLIDATION OF REFUGEE ASSISTANCE

Mr. Brown. The Congress in enacting Public Law 87-510 re­
sponded to the request of the President  contained in his message to 
the Speaker of the House of Representatives and the President  of 
the Senate to provide  legislation—
de sign ed  to cen tr al iz e tli e au th o ri ty  to  co nd uc t an d appro pri a te  fu nds to  su p­
p o rt  U.S.  pr og ra m s of  ass is ta nce  to  re fu ge es , escape es , m ig ra nts , an d se lected  pe rson s.

This request was predicated on recognition and acceptance of the 
fact tha t refugee problems are a concrete aspect of the political dis­
orders which confront the world today;  tha t the solution of these 
problems is vitally related to the attainment of U.S. objectives in 
relation to the broader  problems which cause them; and tha t U.S. 
initiat ive toward bringing about the successful resolution of refugee 
problems plays an important role, both in general and specific terms, 
in advancing U.S. foreign policy interests.

PURPOSE OF REFUGEE ASSISTANCE

In  relation to fundamental foreign policy objectives, U.S. assistance 
in aiding  in the solution of refugee problems is consistent with the 
basic U.S. political effort to secure the extension of institut ional 
freedom and personal liberty and well-being throughout the world. 
It  is also an integral pa rt of U.S. policy toward  promot ing peace. 
Refugee problems, whether arising from political antagonism, denial 
or disregard of human r ights, or fo r any similar  cause, are potential ly 
and often actually prejudic ial to the maintenance of peace. U.S. as­
sistance to refugees also serves the broad political objective of exem­
plify ing before world opinion the humanitarianism which is a fund a­
mental difference between free societies and captive regimes.

In  a more specific sense, U.S. assistance to refugees helps to promote 
the political stabil ity of the countries offering asylum, and helps en­
hance U.S. prestige within these countries as well as to cement 
friend ly relations between the governments of these countries and our
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own. Also , by aid ing  asy lum  countries in red uc ing  th ei r refugee  
burdens the  Un ited State s helps to assu re the  fu tu re  ma intena nce  of 
generous asy lum  policies, a fac tor fund am en tal ly re la ted  to our ove r­
all foreign poli cy object ives.

Our  assi stan ce to refu gees from comm unism  serves ad di tio na l U.S.  
inte res ts. Such assistance helps to extend  the  benefits of  free dom  
to  those  who have  reje cted commun ism, and thu s conspicuously 
demo nstra tes  the  sincer ity  of our effo rt to advance  the  cause of  fre e­
dom. I t  thus  promotes renewed fa ith amo ng cap tive popu lat ion s in 
the  mo tiv ati ons of the Un ite d State s and  in the  processes of  de­
mocracy.

CO NS IDER AT ION OF  RE FU GE E PR OB LE MS

The Un ite d Sta tes , in cooperat ion with the  govern me nts  and  people 
of  the  f ree  W est,  h as ma intain ed a role of lea dersh ip in seeking solu ­
tions to the  prob lems  of the  wo rld 's stat eles s and homeless people . 
The res ult s o f these  e ffor ts have  been most gr at ifyi ng . Th e problem s 
of  refugees  in Eu rope  have  been grea tly  redu ced  in scope and are  
rapi dl y on the  way to final solu tion . Els ewhere in the  world  both  
old and newly deve loped p roblem s requ ire  interna tio na l con sidera tion 
and ma ter ial  assis tance . Th is is pa rti cu la rly tru e wi th resp ect to 
Ho ng  Ko ng  where thi s ye ar  a sign ific ant  increase in refugees  fleeing 
from  Red  Ch ina  soug ht asylum in the  Crown Colony. I t  i s also tr ue  
in Afr ica where the wake of  new ly obtained  or  em erg ing  ind epend­
ence fo r a numb er of  sta tes  ha s pro duced  many new grou ps  o f re fu ­
gees.

IC EM  ACT IV IT IE S

Th e requ ests  fo r funds fo r these act ivi ties perm it the  con tinu ed 
su pp or t to IC EM , an organiz ation  of 29 mem ber  govern me nts  created 
in 1952 largely upo n U.S. in iti at ive to ass ist in the movement of 
na tional mi gran ts in overp opula ted  cou ntr ies  and  refuge es to cou n­
tri es  in need of addit ion al manpo wer. It  is signif icant to note  th at  
between 1952 and December 31, 1961, ICEM  has  moved 1,105,700 pe r­
sons overseas  of whom 461,387 were refu gees. IC EM  was also re ­
sponsib le fo r organizin g the  embar kat ion  of 50,000 Hun ga rian  re fu ­
gees fro m Aus tri a and Yu goslavia  whose tran sp or t was p rov ide d by 
rec eiv ing  co untr ies. Th e U.S . contr ibu tio n has  been reduce d conti nu ­
ous ly and the  uses to which its contr ibu tion is to be made have un de r­
gone sign ific ant  change s to reflect  U.S. int ere st in sec uring m axim um 
contr ibuti on s from economically  s table cou ntr ies  o f both immi grati on  
and  e migra tion. The U ni ted  State s h as  cooperated wi th IC EM  to p ut  
a hig h pr io ri ty  on the  develop ment of services and spec ial proje cts  
which will imp rove and enhance the  rapi d in tegr at ion of ski lled  
an d semiskil led migrants int o the  economies of  the lesser deve loped  
countries, pa rti cu la rly  in  Lat in  America.

CA LE ND AR  YE AR  19  62  CONTR IB UTI ON TO IC EM

For the cal endar year 1962 the  contr ibu tio n to  IC EM  calls  for  
$5,975,260. Of th at  amo unt  $3.2 m illi on consis ting of fiscal year  1962 
A ID  contingency  a nd pr io r y ear fun ds  have been pa id.  An  ad dit ion al 
paym ent of $1,387,630 has  been  made from fiscal y ea r 1963 A ID  f un ds
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under the  conti nu ing  resolu tion . A fo ur th  and final paym ent in like 
am ount is due  in Se ptem ber; $6,500,000 re pre sen ts the es tim ate d con­
tri bu tio n t o ICEM  fo r fiscal year 1963 to meet the  Comm itte e’s requ ire ­
ments  f or  th e 1963 c ale nd ar  ye ar. Req ues t is  a lso made fo r $2,262,000 
fo r re im bursi ng  A ID  fo r fun ds  adv anced un de r conti nu ing  re solution 
to cover the  las t ha lf  of  th e cale ndar y ea r 1962 co ntr ibu tio n. To ge ther  
these  amounts  br ing the IC EM  reques t up to $9,051,532 to  cover the 
18-m onth  pe rio d invo lved .

U. S.  CON TRIBUTIO N TO UN IIC R

Fu nd s requ ested fo r meeting  a U.S . contr ibu tion to the  UN IICR 
have been r edu ced  in pr op or tio n to t he  lessened prog ram requireme nts  
of  the UN HCR . Th ere is need fo r the  Un ite d State s to continue its 
supp or t of  the  U N H C R ’s re gu la r prog ram of assurin g legal protec ­
tio n and pe rm an en t solutions fo r the  refu gee s un de r his  ma ndate  as 
well as to su pp or t the  efforts made in beha lf of  othe r refu gee s un de r 
the “go od offices” pro vis ion s of Gener al Assemb ly reso lutions . Th e 
UNHCR has fu rn ish ed  ass ista nce  to ove r 100,000 re fugees  un de r his  
ma ndate  of wh ich  num ber s more th an  hal f were fina lly ree stablis hed  
di rect ly  by his  program . The reques t fo r fiscal year  1963 is fo r 
fiscal ye ar  1963 is f or  $900,000 whic h r epres ents a redu ction  of  $300,000 
from the  fiscal ye ar  1962 con tribu tio n of $1.2 million.

TYPES OF ASSISTAN CE BY' U.S.  ESCAPEE PROGRAM

Th e typ es of ass istance  ca rri ed  on by  th e U.S . escapee prog ram in 
Eu ro pe  in be ha lf of  re cen t escapees from Sov iet  bloc c ountr ies  a nd  i ts 
ac tiv itie s in Ho ng  Ko ng  an d Macao ca rri ed  on un de r the  F a r Eas t 
refugee prog ram  req uir e conti nuati on  if  the  politi ca l int ere sts  of  the  
Uni ted State s which  I  have cited are  to be m ain tai ned. Th e amoun ts 
sought fo r such ac tiv itie s in Eu rope  have been reduced in com par ison 
to  amounts  ap pr op riate in  p ri or yea rs an d are  cons onant  with  the  r e­
duc ed case load  of  escapees in need  of U.S . assi stance. Because of  t he  
gr ea tly  increased  influ x of  Chinese ref ugees  int o Hon g Ko ng  and 
Macao which  beg an th is pa st  May an increase of  fund s fo r th at are a 
is req ues ted . Mos t o f th ese f un ds  wi ll be spen t th ro ug h Am erican  vo l­
un ta ry  agencies by mea ns of  contr ac ts nego tia ted  wi th  such groups . 
Th is system has pro ved to be high ly  sa tis factory ove r the past ten  
yea rs.

U S E P  h as available $1,735,000 from  f iscal year  1962 AID  and  prior  
ye ar  fund s fo r aiding  escapees in Eu ro pe  and the Middle E as t;  
$1,500,000 is requ ested fo r fiscal ye ar  1963; an d $1.1 mi llio n was a va il­
able  fo r the F ar Eas t ref ugee p rogram  in fiscal ye ar  1962 in  co ntr as t 
to  th e increased  r equ est  to  $2.5 m illi on  for  fiscal ye ar  1963.

ASS ISTANCE TO OTH ER REFUGEES

Fu nd s fo r oth er im po rtan t and cri tic al grou ps  include  assis tanc e to 
Tibe tan refu gee s in In dia  and N ep al ; Cu ban refu gee s outside the  
Uni ted St ates ; Alger ian ref ugees  re pa tr ia ting  to or  displaced  wi thin 
Alg er ia ; Afr ican  refugees  in  centr al A fr ic a;  selec ted refuge es from 
Nor th  A fr ic a;  and selec ted grou ps  of  refugees  in which  the  Un ite d 
St ates  ha s a hig h po liti ca l int ere st.  Th e pro posed  typ e of and need
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fo r assista nce  to  each of  these  gro ups is outl ine d in th e exp lan ati on  and jus tifi cat ion  before you. In  cer tai n inst ances a f ul le r exp lan ati on  will  req uir e an off- the- reco rd presen tat ion  in view of  the  na ture  of the  prob lem.

In  the  case of  each of thes e gro ups, U.S . assi stance will  ei ther  p ro ­mote our bas ic objectives in deali ng  with  refugees fro m commun ism, or  serve  to he lp preclude the sprea d of  communism its elf  (p ar ticu ­la rly in A fr ic a) . In  thi s conn ectio n I  should  like  to  re fe r brie fly  to the  prog ram s fo r ass istance  to Al ge ria n refu gees, and to Tibe tan  refuge es in  In dia  and  Nepal.
Th e pro posed  prog ram fo r Alger ian refugees re pa tr ia ting  to or displaced  wi th in  Algeria , fo r which $5.3 m illion is requ ested,  rel ate s di rec tly  to  U.S. efforts t o keep Alger ia  f rom  fa lli ng  un de r C ommunis t influence—2,300,000 o f these ref ugees  a re  now in di re  w an t in  A lge ria , an d unable to re tu rn  to  th ei r ru ine d vil lages and farm land s wi tho ut broader re lie f and elementa ry reha bi lit at ion assistance. Suc h ass ist­ance m ust  be fort hcom ing  as a necessary p rel ude to  subsequent  co un try ­wide rec onstruct ion  measure s which  in tu rn  cannot be lau nched un til  a measure  of po liti ca l and economic stab ili ty  has  been br ou gh t about wi thi n Al geria . In  th is vicious circ le the fa ilu re  o f the  W est  to  move effec tively to meet  the  des per ate  in ter im  needs  of  these people  could eas ily lead to  wides pread dis conte nt conducive to  the establ ishment of  a to ta li ta ri an  regime. Comm unist  c ountr ies  are  al read y us ing  the  cover of  rel ief shipm ents to en lar ge  th ei r influence in Al ge ria , and  wou ld be quick to explo it the gen era l de ter ior ati on  and chaos  if  the  pre sen t si tuati on  of  extrem e w an t continues.  Th e prop ose d U .S.  fu nds wou ld be  used to meet one- third  o f t he  es tim ated cash costs  of  an  effec­tive  re lie f and  in iti al  reha bi lit at ion prog ram f or  these refugees, to be ca rri ed  ou t by experienced  Am erican  and  in ternat iona l vo lunta ry  agencies which are  alr eady  in Alger ia  and which  hav e the confidence of the  in ter im  A lger ian  G ove rnm ent .
Th e $400,000 reques ted fo r Ti be tan refuge es in In dia  and Nep al wou ld be expended th roug h co ntr ac ts with Am erican  and in te rn a­tio na l vo lunta ry  agenc ies, to mee t urgent  rel ief need s and to effect the  pr om pt  reha bi litat ion  of the  refu gees. The Tibe tan s, like the  Hun ga rian  refu gee s of 1956, are  vict ims  of pa rt icul ar ly  bruta l Com ­mun ist  opp ress ion. Our  sy mpa thy fo r them and  fo r th ei r co un try ­men in Tibet, is sym bolized an d com municated th roug h the  provis ion  of  U.S . assis tance . The Gover nment s of  Nepal and In di a,  ha ving  cou rageou sly  g ran ted  a sylum to the  r efugee s despite  c on tra ry  Chinese pre ssu res , face subs tan tia l pro blems  in ree sta bli sh ing  th e refugees. I t  is im po rtan t that  the Un ite d State s assist the refugees  in order to  su pp or t these Gov ernments  p ol itica lly  in the  gr an ting  of asylum,  and in resolv ing  the  problem. Such assi stance thus  main tai ns  the  U.S.  postu re versus commun ism, and forges  bonds of  good will betw een these asylu m go vernments and  the  Un ite d Sta tes .
In  sum mary, Mr.  Ch air man , I wish  to call the com mit tee’s at te n­tio n again  to the  pol itic al significance which is att ached to all these pro gra ms . The Am erican  people tra di tio na lly  hav e support ed  gen­erously refugee  prog rams th ro ug h thei r own vo luntary agenc ies and  they  have fav ore d U.S . su pp or t to refugee pro gra ms . Th ei r intere st in  and  su pp ort of  r efu gee  a ssis tanc e h as been pr im ar ily  h um an ita ria n in  chara cte r. Fr om  the sta nd po in t of gover nm ental assistance to
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these programs, our foreign  relations and the U.S. posture among 
nations require the support of such activities  as being of major po liti­
cal interest to the United States.

Mr. P assman. Thank you very much for your statement, Mr. 
Brown.

FU ND S AVAILABLE IN  19  62

Now, if  we may get into some of the actual request items.
I would like to state again for the same program last year you 

had a total of $4,538,000 ?
Mr. Brown. Mr. Chairman, Mr. Sobotka calls my attention to 

the fact tha t for fiscal year 1962 the Migration Committee got $3.2 
million; the High  Commissioner, $1.2 million, and the total for 
US EP  is $2 million. That makes a total of $6.4 million.

Mr. P assman. Wha t we are using are definite allocations from the 
contingency fund as given to us by Mr. Coffin as of June  30, 1962?

Mr. Sobotka. There was apparently $2 million of carryover in 
this $3.2 million tha t did not come out of the fund.

Mr. Passman. From  what Fund ?
Mr. Sobotka. From the previous year ICEM allotment.
Mr. P assman. Tell us how you applied tha t to the four items above.
Mr. Sobotka. The $2 million was applied exclusively to the Inter ­

governmental Committee for European Migration, thereby reducing 
the requirements for contingency funds.

Mr. P assman. The contingency fund is not necessarily for just this. 
ITow would we divide the $2 million into the four  items? Could you 
divide that  for the record ?

Mr. Sobotka. Yes, sir, we can provide it.
(The inform ation appears  on p. 960.)
Mr. P assman. Tha t would bring it  up to $6,538,000.
Mr. Sobotka. The figure we have is $6,418,000.
Air. P assman. We will take your figure. Your figure fo r fiscal year 

1962 for the four  items under “Migration refugee assistance pro­
grams” tota l was $6,538,000 ?

Mr. Sobotka. $6,418,000 for refugee programs, but not including 
$980,000 for administrative expenses.

Mr. Passman. $6,418,000?
Air. Sobotka. Yes.

BASIS OF 19  63 REQ UES T

Air. P assman. For the same purpose for fiscal yea r 1963 you are 
requesting $21,977,000; is th at correct?

Mr. Sobotka. No; it is not for  the same purpose , Air. Chairman. 
There are some additiona l refugee problems which have occurred in 
the la st few months.

Air. Passman. There  may be additional problems bu t the figure you 
just  gave us $6,418,000, financed the same programs you are justify ing 
funds for this year as f ar  as the headings here are concerned ?

Air. Brown. No; the general refugee and migrat ion program-----
Air. Sobotka. There have been a number of new refugee situations 

around the world.
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INT ERGOVERN ME NTAL COMM ITT EE FOR EUR OPE AN MIGRAT ION

Mr. P assman. Let us go to the Intergovernmental Committee for European Migration, $9,275,000.
What did you have for this item last year?Mr. Brown. This past year?
Mr. P assman. Fiscal year 1962.
Mr. B rown. We pledged to the Intergovernmental Committee last December an amount of $7 million which was approved last year.Mr. Passman. How much did they obligate of tha t fund?Mr. Brown. We were able to give IC EM $3.2 million for the first half  of our 1962 pledge.
Mr. Passman. As it appears  on this pa rticu lar item ?Mr. Brown. Yes, sir.
Mr. Passman. How much ?
Mr. Brown. $3.2 million of which $1.1 million came out of the 1962 contingency fund.
Mr. P assman. For the time being, forget where it came from. Your expenditures were $3.2 million ?
Mr. Brown. Then because these programs all operate on a  calendar year we obtained a third -quarter payment of $1,387,630 from con­tinuing resolution AID funds.
Mr. P assman. This was last year?Mr. Brown. During  July  this year.
Mr. Passman. Let us stay in 1962, gentlemen.Mr. Sobotka. These programs operate on a calendar-year basis.Mr. P assman. What  did you have in this program IC EM for fiscal 1962?
Mr. Brown. $7 million.
Mr. Sobotka. $7 million was our pledge for calendar year 1962.Mr. Brown. We pledged $7 million for calendar year 1962. It  is hard to  differentiate between 1962 and 1963 because we are-----Mr. Sobotka. Mr. Chairman, the request we are making  for fiscal 1962 will apply to services for calendar 1963, not for fiscal 1963.Mr. P assman. We are still going to talk  about the  amount of money you had for the same period  you are asking money for for the future  period. You are bound to have a star ting  place and a cutting off place in each fiscal year, whether it operates on a calendar-year basis or a fiscal-year basis.

IC EM  OB LIGA TION S AN D EXPE NDIT URES  IN  19 6  2

How much did you obligate to ICEM in fiscal 1962 ?Maybe that will help us out.
Mr. Brown. For the  last two quar ters of 1962 I  believe the amount was $3.2 million.
Mr. Sobotka. All of the money for the thi rd quarter of fiscal year 1962 is f rom 1961 money, amounting to $2.1 million. The $1.1 million for the fourth  quarter  came from AID 1962 contingency funds. The first two quarte rs of fiscal year 1962 were funded from 1961 appropria tions.
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Mr. Passman . 
1962.

Giv e us the ex pe nd itu res fo r th is one item  fo r fiscal

Mr.  Brown. $3.2 mi llio n of which  $1.1 mi llio n is from 1962 fund s 
and $2.1 mill ion  fro m 1961 funds.

Mr.  P assman . Now we ar e get ting  somewhe re, $1.1 mil lion ?
Mr. Brown. $1.1 mi llio n, wi th  the ca rry ov er  of $2.1 mi llion  1961 

funds.
COST FOR MO VEME NT OF REF UGE ES

Mr. P assman. Le t us  ge t yo ur  expenditu res . You  cannot tel l us 
yo ur  obligations b ut  let  u s go back , if  we may, to the  Un ite d Na tions 
Hig h C ommission er for  Refugees.

W ha t did you have there ?
Mr. Brown. $1.1 million.
Mr. P assman. Of th is  $1.1 mi llio n, how much fo r the mov ement of 

m ig ra nt s ? Do you hav e th a t figure ?
Mr. Sobotka. Th e $1.1 m ill ion fo r IC EM  was all  fo r movement of 

migr an ts.
Air. Passman . $1.1 m illi on  w as the  exp en dit ure fo r fiscal ye ar  1962? 
Mr . S obotka. Tha t was fiscal 1962 money.
Mr . P assman . Gentlemen,  I  wan t to know the  to tal  exp end itures . 

W hat  did  it  cost to  ope rate  it  fo r 1962 fiscal yea r ?
Mr. S obotka. I f  you w an t to  do it  on th a t basis------
Mr. P assman . We cann ot  do it  on any othe r basis. Ho w you fund  

is one  th in g b ut  how  we  ap pr op riat e is some thing  else.
Mr . B rown. $7.7 mi llio n sp en t in  1962.
Mr. P assman . H ow cou ld ivou spend $7.7 mi llio n ou t of a to ta l of 

$6,418,000?
Air. Sobotka. Yo ur  commit tee appro ved a figure of  appro xim ate ly 

$10 m ill ion  fo r fiscal ye ar  1961 of  which ap prox im ately ha lf  or $4.5 
mi llio n was uti lized fo r the first ha lf  of fiscal 1962. Th is amount 
added to  the  $3.2 millio n tot al s $7.7 mill ion.

Th e confus ion  arises  because we opera te on a ca len da r-y ear basis.
Mr.  P assman. Gen tlem en, you  get money fo r a 12-mon th per iod . 

You make yo ur  a dju stm en ts aft er  you get  t he  m oney  bu t you come in 
and say, “We  want money for  fiscal y ea r 1963.”

We con sider it  on the bas is of  giving  you money fo r 12 months , 
wh eth er you opera te on a c ale ndar-  or  f isca l-year basis, and von made 
yo ur  ad justm en t in pr io r ye ar  ap prop ria tio ns .

I f  we ar e goin g to  know how to  move on this , we ar e g oin g to  have to  
know (1)  how much  money the  Con gress ap pr op riat ed  fo r th is  item 
in fiscal ye ar  1962; (2) how much you ob lig ated ; (3)  the amoun t of 
expenditu res .

We can no t reconci le it any  o ther  way.
Mr. Sobotka. Ou r pro blem is th at  we had no exact ap prop ria tio n 

last y ea r f or  th is.

COST FOR U .N . HIG H COMM ISSION ER FOR REFUGE ES ACTIV ITIES

Air. Passman. Le t us go alo ng  to an othe r item:  Th e U.N . Hig h 
Com mission er f or  Refugees.

How m uch  money  did  you request fo r fiscal y ea r 1962 for  th is  item ? 
Mr. Brown. $1.2 million.
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Mr. P assman-. H ow much money did you obligate for this  item ?
Mr. Brown. $1.2 million.
Mr. P assman. Do you have any other funds other than just the $1.2 

million?
Mr. Brown. No, sir.
Mr. P assman. H ow could you give the obligation for t ha t item and 

not for the other which is directly related ?

PR OB LE MS  o r  F IN A N C IN G  F RO M CON TIN GEN CY FU N D

Mr. Brown. Our problem with the ICEM program is tha t in at­
tempting to finance and fulfiill the obligation pledge to ICEM, we 
were using AID  contingency funds.

Fir st of all, we attempted to utilize the carryover funds amounting 
to $2.1 million. We received from AID  $1.1 million to see us through  
the first half of this year.

Mr. Passman. 1962?
Mr. Brown. 1962. We went to AID  then to get the money to fund 

the third quarter  of our ca lendar year pledge to ICEM  and were in­
formed the contingency fund was exhausted. Therefore, we got a 
thir d-----

Mr. Passman. When did you go to them?
Air. Brown. Sometime in May.
Mr. P assman. They had a total of 40 percent of the year’s appro­

priation on hand in May. They had to obligate $87 million of it in 
June.

Then they had  to obligate $27 million of i t on June 30 or lose it.

IC EM  RE QU ES T FO R 1 8-M O N T H  P RO GR AM

Mr. B rown. Still continuing with the ICEM  item, the requests we 
are making for ICEM here are really for an 18-mont,h program, Mr. 
Chairman, not a 12-month program.

Mr. P assman. All r ight. Can you keep in on a 12-month basis?
Mr. Brown. Normally, we could do that, but  the unders tanding was, 

when we had the advance made from AID  for the thi rd quarter , and 
if we are to get a fourth quar ter to meet the obligations, we were to 
come to the Congress and seek funds to repay  the expenditures  made 
under the continuing resolution to AID.

FU NDS TO R EI M BU RSE  AID

Mr. P assman. Wai t a minute. You mean you are going to get 
money out of this to reimburse AID.

Mr. Brown. For 6 months’ operations.
Mr. P assman. In 1962 or 1963 ?
Mr. B rown. In 1963 funds.
Otherwise, the budget we would present, Mr. Chairman, would be 

$6.5 million for 12 months.
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HIS TORY  OF PROGRAM

Mr. Passman- This program has been going for many years ; is tha t right ?
Mr. Brown. Since 1952, sir.
Air. Passman. H ow long have you been in charge of it ?Mr. Brown. I  have been back in Washington for 4 years.Air. Passman. As head of it ?
Air. Brown. Yes; I have been closely associated with it from its beginning.

REF UGEES  FRO M EUROPEAN CO MMUN IST COUNTRIES

Air. Passman. Refugees from European  Communist countries. Is tha t a new one ?
Air. Brown. No; th at is a  program we have been carrying on since 1952.

ICEM  AND EURO PEAN  CO MMUN IST COUNTRY REF UGE E COMPARISON

Air. Passman. How much did you have las t year  for  that program ?Air. Brown. $2 million in new money for the entire US EP  pro­gram, Air. Chairman.
Air. P assman. How does this differ from ICEAI ?
Air. Brown. The escapee program is a completely unilate ral U.S. program which was inaugurated to  extend a priority type of care and maintenance and consideration coming under the Kirsten  amendment to meet the newly arrived refugees and escapees from Communist- bloc countries.
Air. Passman. You only had $6,458,000 for the program for fiscal year 1962, all segments, and you have already listed here where you obligated twice that much.

RE FU GE ES  FR OM  C O M M U N IS T  C H IN A

Refugees from Communist China, $2.5 million. How much did you have for tha t ?
Air. Brown. AVe spent $1.2 million, or will spend in 1962 for tha t item, Air. Chairman. AVe are asking for the increase because of the increased number of refugees who will be coming into Hong Kong. The appeal which has been made for internationa l assistance-----Air. Passman. There will always be appeals of this type and they will be coming in large r batches in the future, the way this  thing  is running now.

19 6 2 PROGRAM FU ND ED  FROM CO NTINGE NC Y FU ND

AVhcre did you get the money to finance this item in 1962?Air. Brown. That  came out of the contingency fund.Air. Passman. Here is a contingency fund allocation list as of June 30 and your total escapee contingency shows they only gave you $1,-
Alr. Sobotka. I find it difficult to figure out these tables not having seen them before.
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Mr. Passman. It  is too late to try  to figure them out now. But 
you had $1.2 million?

Mr. Brown. Yes, sir.
Mr. Passman. How much did you spend for Chinese refugees in 

1961 ?
Mr. B rown. $1 million.
Mr. P assman. The AID  people told us $50,000 and $18,000 for 

cholera vaccine. Both were in Hong Kong.
Mr. Sobotka. The cholera item was not included in our figure.
Mr. Passman. They told us $50,000 and you say $1.2 million.
Mr. Brown. $50,000 is for the Tibetan refugees.
Mr. Sobotka. It is possible some of the money we received was 

trans ferred from sections of the act o ther than the contingency fund 
without our knowledge.

TIB ETAN RE FU GE ES

Mr. Passman. What did you have for Tibetan refugees for last 
year ?

Mr. Brown. $50,000.
Mr. P assman. And you are asking for $400,000 this year?
Mr. Brown. Yes. We have just worked out an agreement with the 

Nepalese Government to initiate a surp lus food program for Tibetan 
refugees.

Mr. P assman. At what cost?
Mr. Brown. $300,000 for the year exclusive of the Public Law 480 

food costs. All of tha t amount will go into transporta tion because 
the food has to be transported or air-dropped; $100,00 of the $400,000 
we are requesting would be spent to supplement wha t is given the re f­
ugees in Indi a over and above what the Indian Government is p ro­
viding  in the way of care and maintenance, medicines, and the like.

Mr. Passman. Indian refugees?
Mr. Brown. No, sir; Tibetan  refugees in India.

TIB ETAN  REFUGEES IN  NEPAL

Mr. Passman. And you also have a program for the Tibetan refu ­
gees in Nepal ?

Mr. Brown. Yes. We are getting  the agreement with the Nepalese 
Government worked out.

Mr. P assman. We have been pouring  a lot of  money into Nepal for 
many, many years and have a large unliquidated balance to their 
credit. Why could we not work out an agreement prior to this year ?

Mr. B rown. Mainly because of the political situation. I think  we 
would have to go off the record on this if we went into the details.

Air. P assman. This is to give money to Nepal ?
Mr. Brown. No, this is to give assistance to  the Tibetan refugees 

who are in Nepal.
Mr. P assman. But you are relieving the Government of Nepal from 

that responsibility?
Mr. Brown. No. They are not doing anything.
Mr. P assman. Wha t are the refugees living on ?
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Mr. Brown. They came in with their personal belongings and herds 
and now they have slaughtered  their  herds and eaten them and the 
Nepalese are reluctant to do anything for them in view of the delicate 
political situation there.

Mr. P assman. Off the record.
(Discussion off the record.)

CU BA N RE FU GEE S OU TS ID E T H E  U N IT ED  STAT ES

Mr. Passman. Yesterday we considered a request of $70,110,000 for 
Cuban refugees and 1 am sympathetic to this type of problem, but you 
have an item of $350,000 for  Cuban refugees outside the United States.

Mr. Brown. Yes, sir.
Mr. P assman. Why do we have to have the fund for Cuban refugees 

divided into two slices?
Mr. Brown. One is handled by the Depar tment  of Health, Educa­

tion, and Welfare because it is primarily  a domestic problem. Our 
program is to give assistance to an estimated 25,000 to 30,000 Cuban 
refugees now in Spa in and  in La tin American countries.

Mr. Passman. I have great respect for Spain. Spain bought $167 
million of our gold last year and I think they have a $1 billion 
favorable balance of trade. Why do we not let Spain show some 
generosity to these refugees ?

Mr. B rown. Some assistance is being given by Spain, but we hope 
we can persuade as many of these people as possible to remain where 
they are rath er than  coming to the United States  and swelling our 
Cuban refugee group. Many of these people are very desirous of 
coming to the United States.

Mr. P assman. No doubt.
Mr. Brown. And we think  it is very advantageous to have some 

strong  anti-Cas tro groups in Latin America and in Spain.
Mr. P assman. At any rate, you have a domestic Cuban refugee 

program and a program for Cuban refugees outside the United States, 
is tha t correct ?

Mr. Brown. Yes, sir.
Mr. Gary. Mr. Chairman.
Mr. P assman. Mr. Gary.
Mr. Gary. I s all of that $350,000 to be spent in Spain ?
Mr. Brown. No; in Spain and Lat in American countries.
Mr. Sobotka. That is $100 a head per year.

LAO RE FU GEE S IN  LAOS

Mr. Passman. Originally you had in your sheets $5 million for 
Lao refugees in Laos. Why did you take that out ?

Mr. Brown. We understand  $4.5 million has been included for Laos 
in the general AID program.

Mr. P assman. They did not tell us that.  We had no such testi­
mony. This thing  really is messed up. Anyway, this $5 million for 
the Lao refugees in Laos is out ?

Mr. Brown. Yes, sir.
Mr. Passman. With the understanding it will be in another bill?
Mr. Brown. That  is right.

8794 8— 62— pt.  3----- 62
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Mr. Passman. H ow will you take care of Lao refugees in Laos? How can they be refugees if they are in Laos ?
Mr. Brown. These represent tribesmen tha t are not entirely com­patible with the present regime in Laos. A good bit of aid has been going to them from AID funds under the regula r program in Loas.

ASS ISTANCE TO REFU GEES FROM COU NTRIES REC EIV ING  AID

Mr. Rhodes. Air. Chairman, we are giving foreign aid to Yugo­slavia and are also aiding refugees from Yugoslavia.
Air. Passman. Are we not finding ourselves support ing all factions?Air. Andrews. Alay I ask a question ?
Air. Passman. Yes. I yield to Judge Andrews.
Air. Andrews. In line with what Air. Rhodes said, we are giving certain types of aid under the overall program to Yugoslavia and then I understand you have a program tha t takes care of people who flee from Yugoslavia ?
Air. Brown. Yes, those who have come out and who have been given political asylum in countries such as Austria, Italy, and Germany.
Mr. Andrews. On what basis do you justify  a iding refugees from a country that we are aiding financially ?
Mr. Brown. I am a fraid I cannot answer that  on the record, Mr. Chairman.
Air. Andrews. Tha t is a fact, is it not? You have a program to aid people who flee from Yugoslavia ?
Air. Brown. Yes, tha t is a fact, we assist those who have been granted  political asylum.
Mr. Andrews. There must be some reason for it.
Air. Brown. The basic reason is tha t those people who have fled from Yugoslavia and are gran ted political asylum in Austria, Italy, and Germany, have all been determined by Austria , Ita ly, and Ger­many to have fled for politica l reasons or from actual oppression.
Air. P assman. We are support ing both governments, are we not, the government of the country they came from and  the government of  the country they go to?
Air. Conte. Then we do admit there is oppression in Yugoslavia ?
Mr. Brown. There is no question about that.
Air. Conte. Then we should be upset by the pictu re of Chief Justice Warren riding in a scooter with Tito.

LAO REF UGE ES IN  LAOS

Mr. Passman. Under the item of Lao refugees in Laos you say :
Com m un is t g uerr il la  f om en ted w arf a re  in La os  b ro ught abo ut th e  d ispl ac em en t from  th e ir  home s w it h in  La os  of  180,000 pe rson s. Th ese re fu ge es  fa ce  ac ute  re li ef  needs, an d m us t be  re hab il it a te d  w ithin  Laos.  Mos t of  them  are  a nt i-C om - m uni st s who we re  di sp lace d bec au se  of  th e ir  sy m pa th y w ith  th e fr ee  wo rld .
So we are actually aiding all factions, are we not? I cannot under­stand that . If  you can clar ify that I wish you would.
Air. Sobotka. In general it has been the policy of the IT.S. Gov­ernment. which the Congress has supported for many years, for us to assist refugees from Communist countries, and Yugoslavia is a 

Com mun ist country.
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Mr. P assman. We are talking about Laos now. You want $5 
million to take care of the Lao who disagree with the present regime. 
I thought you had a combination of all factions, you picked one from 
each faction and have a coalition government, so if  these people dis­
agree with the present regime they disagree with all the factions in 
Laos.

I think  in the past they have said Yugloslavia was not Communist. 
Of course, tha t does not alte r the fac t tha t it is Communist.

Mr. Rhodes. Off the record.
(Discussion off the record.)

AI D FOR YU GO SL AV IAN RE FU GE ES

Mr. Andrews. Yugoslavia is a Communist country and these are 
oppressed people because we have recognized the need and have 
adopted a program to take care of refugees from tha t country. Is 
tha t right , Mr. Brown ?

Mr. Brown. Tha t is right.
Mr. Passman. I believe they are having an annual worldwide 

refugee conference, are they not? I believe in 1960 they had the 
World Refugee Year?

Mr. Brown. The World Refugee Year, yes.
Mr. Passman. Is this not expanding on the philosophy discussed at 

tha t time ?
Mr. Brown. No, sir. I think a tremendous achievement was made 

by the World  Refugee Year. I t focused attention  on the worldwide 
plight of the refugees. However, the bulk of the assistance given in 
the World Refugee Year  was to liquidate the European refugee prob­
lem, which is coming close to solution.

Mr. Passman. I hope it is.

AL GE RI AN  RE FU GE ES  AN D AL GE RI AN S DI SP LA CE D W IT H IN  AL GE RIA

Algeria  was a French possession and it gained its independence on 
Ju ly 1, is that  right?

Mr. Brown. Yes; I  believe so.
Mr. P assman. And you have two st rong political factions there at 

this time, each trying to control the  Government?
Mr. Brown. Yes, sir. For several years we have had a program 

throu gh the United Nations High  Commissioner for Refugees, in 
which we have been taking care of upward of 300,000 Algerian refu­
gees in Morocco and Tunisia. As a result of the Evian conferences, 
these people began to be repa tria ted and as they returned they 
mingled with over 2 million Algerians  who had been taken by the. 
French and put in a small village and around which barbed wire was 
placed, and all the surrounding countryside razed. There are better 
than  2 million people desperately in need of assistance now. Volun­
tary  organizations in Algeria are assisting and we have a fa irly large 
food program there.
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FOOD FOR AL GE RI AN  RE FU GE E RE LI EF

Mr. Passman. I s tha t a pa rt of this?
Mr. Brown. No; the food program is in addition.Mr. P assman. Tell us about the food program since you mentioned it. How much ?
Mr. Sobotka. A 54,000-ton program is being approved.Mr. P assman. How much in  dollars?Mr. Sobotka. I have no idea.
Air. P assman. We cannot appropriate  by tons.Mr. Brown. There is no food appropria tion request made here.

19  62  AL GE RI AN  RE FU GE E PROG RAM

Mr. Passman. But we have to know how much is in each spigot. You are asking for cash here for Algeria  of $5.3 million.Mr. Brown. Yes,sir.
Mr. Passman. How much cash d id you have la st year for Algeria?Mr. Brown. Nothing for Algeria itself but we spent $600,000 through  the United Nations High  Commissioner for Refugees.Mr. P assman. What did he do with that?Mr. Brown. He assisted in feeding the Algerian refugees in Mo­rocco and Tunisia  but not in Algeria.
Mr. Passman. These people are returning to Algeria ?Mr. Brown. Most of them have returned.
Air. Passman. So for all practical  purposes you had $600,000 for Algerian refugees last year ?
Mr. Brown. Yes.

1 9 6 3  PRO GR AM  TOR  AL GE RI AN  RE FU GE ES

Air. P assman. And you are requesting $5.3 million for fiscal 1963 ?Mr. Brown. Yes.
Mr. Conte. What is the $5.3 million for ?
Air. B rown. AA7e have an agreement with the League of Red Cross Societies to share most of the responsibilities for the actual distribu­tion of the foodstuffs to meet the emergency needs of these refugees. It  is estimated that  under the emergency program the cost for urgently needed items except for foodstuffs contributed in kind would be $16 million over the period of a year.
Mr. Conte. Why could we not put up our share in kind ?Air. Sobotka. $16 million in cash is in excess of  the requirement for food.
Air. 1 ’assman. We thought this request was for  $5.3 million.Air. Brown. Yes, sir.
Air. Passman. Now you say the total is $16 million ?Air. Sobotka. Our share of the total is $5.3 million.Air. Passman.. AVho is put ting up the rest ?Air. Sobotka. I t is expected th at the interna tional  community will participate on the usual basis of putting  up two-thirds.Mr. Passman. But you do not know that? That is to be decided later?
Air. Sobotka. Yes.



Mr. P assman. Rut you want us to put  up cash. Last year they had 
so much money left in the contingency fund they transfer red $5 
million to the U.N. expanded technical aid program, using as an ex­
cuse tha t we have received pledges that would just ify $45 million 
rather than $40 million i f the pledges are paid, and they have 2 years 
to pay the pledges and Uncle Sam has to  pu t up his in cash.

In this case you do not know if  the other nations will come up with 
their  share or not. Wha t will happen to our $5.3 million if they do not ?

Mr. Brown. It  will be on a one-third matching basis.
Mr. P assman. You are asking for $5.3 million for a program vet to lie planned : is that correct ?
Mr. Brown. No : it is planned.
Mr. P assman. What nations have pledge money?
Mr. Sobotka. We do not  have the information on that  as yet.
Mr. Passman. What nations have put up any money?
Mr. Brow’n. 4 he Russians have made a significant contribution in kind.
Mr. Passman. How much?
Mr. Brown. 6,500 tons of food had been pledged at the time of our last report.
Mr. Passman. We are putt ing up 54,000 tons, so th at is about one- 

ninth  of what we are pu ttin g up. We will put on top of tha t $5.3 mil ­lion.
CENTRAL AFRIC AN  PROGRAM

For central Africa you are asking $400,000.
Mr. Brown. Yes, sir.
Mr. Passman. How much did you have last year ?
Mr. Brown. Nothing last year.
Mr. Passman. And we are pouring money into central Afri ca by 

the millions o f dollars. There is hardly an African country, new’ or old, we do not have a program in.
Where will these people be located ?
Mr. Brown. We are asking fo r $200,000 of the $400,000 to be used in 

the Congo for Angolan refugees so that  we can have an expression of 
t he interest of the American people in the Angolan people.

We want to use $200,000 for the problems that  are arising  with  re­
gard  to the people who have just received their independence, the 
Batutsi refugees and the refugees out of B urundi.  Tha t money may 
be given through an inte rnational organization. The number of refu ­
gees has increased and we feel it is in the U.S. interests to meet some of 
these costs, and S400.000 seems to us to  be very little to assist these large groups of refugees.

Mr. P assman. You say tha t:
Of the 150,000 B at ut si  refu gee s, 40,000 ar e in Ugand a, 10,000 in Ta nganyik a, 

40,000 in Bu run di,  an d 00,000 in th e Kiv u Pro vin ce of the Congo.
A ou do know, do you not, tha t we are aiding every7 one of these 

countries. M e are a iding the country they leave and the  country they are going to, are we not ?
Mr. Brown. Yes, sir;  I believe we are.
Mr. Passman. This is a kettle of fish if I ever saw one. I yield to Mr. Andrews.
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RE FU GE ES  I X  CE NT RA L AF RICA

Air. Andrews. Air. Brown, you seem to have quite a problem of 
refugees fleeing these newly born countries in Africa. You have a 
program for central Africa and one for the north African countries. 
Did they have a refugee or escapee program before these nations were 
born?

Air. Brown. No ; there was no program but there were refugees.
Air. Andrews. They have been wandering over those hills th rough 

the centuries, have they not ?
Air. Brown. Because of the longtime tribal rivalry and even hatred  

tha t exists between the Batu tsis and the Hutu major ity, as they ap­
proached independence a great deal of persecution of the Batutsis took 
place and there was considerable plunder  and stealing of the herds, 
and so on, and they did flee, even in advance of independence.

Air. P assman. If  I may, even in the United Sta tes we have refugees, 
tha t make the circui t from one State to another. Sometimes there 
may be hundreds of them followed by another group in a few weeks.

You could just about just ify a refugee program for Louisiana be­
cause Texas emigrants had gone into Louisiana. Would it not work 
that  way ?

Air. Brown. I do not think  so.
Air. Rhodes. Air. Chairman, if you will yield, to qualify, these 

people would have to  be political  refugees, so they would have to  go 
from Texas to Kansas, where there are Republicans. There would 
be no political difference between Texas and Louisiana, and therefore 
they couldn’t qua lify as political refugees.

Air. P assman. These new nations, Burundi and Rwanda, are just a 
month old.

Air. Andrews. Alay I ask one more question ?
Air. Passman. Yes.

NU MB ER  OF REF UGEES  RECEIVING ASSISTA NCE

Air. Andrews. H ow many refugees are we assisting financially, 
roughly ?

Mr. Sobotka. I would say at the present time we are aiding in some 
form about 2 million.

Air. Andrews. Off the record.
(Discussion off the record.)
Mr. Andrews. You are assisting about 2 million?
Mr. Sobotka. We are think ing of those helped through programs 

from our office. Tha t does not cover the Palestine refugee program.
Air. P assman. Which is under another bill.
Air. Andrews. But throu gh your organizat ion you are helping 2 

million all over the world. What percentage of the  total cost of help­
ing these 2 million refugees does your office pick up ?

Mr. Sobotka. The Hong  Kong government, for the 1.5 million 
refugees there, pays $55 million a year  and we are paying $1 million.

Air. Passman. The Hong Kong government is a Brit ish Crown 
Colony and I guess one of the richest places on the face of the earth 
for those people with property. So when you speak of the govern-
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lnent of Hong Kong, in reality you are speaking of the government of a very valuable possession of Great Brita in, are you not?Mr. Sobotka. Yes, sir.

ITEMS INCLUDED FOR REFUGEE PROBLEMS

Mr. Passman. When you say “refugee problems” that covers some­thing else than providing food and shelter and medical aid?
Mr. Brown. I t includes tha t as well as problems arising because of the  political si tuations.
Mr. Passman. $100,000 is for medical aid. Wha t about the other $300,000?
Mr. Brown. That is for food, clothing, shelter, or whatever is needed.
Mr. Passman. Who went out to these new countries? Is tha t just an estimate ?
Mr. Sobotka. There have been representatives of the United Na­tions H igh Commissioner for Refugees who went to these countries.Mr. Natcher. Mr. Chairman, will you yield?
Mr. Passman. Yes.
Mr. Natcher. Is it generally known tha t the refugees from these Afri can countries will be received and taken care of  ? Is that  gener­ally known in that p art  of the world?
Mr. Brown. Tha t they will be received by another country?Mr. N atcher. That they will be taken care of under this program.Mr. Brown. They do not know of any program, they simply leave when they have to but they have no knowledge there is a program being planned for them, sir.
Mr. Natcher. And you have no system of check in operation at this time?
Mr. Brown. No.

REFUGEES FROM NORTH AFRICAN COUNTRIES

Mr. P assman. You are  requesting  $200,000 for refugees from north African countries. What countries are  you referring to?
Mr. Brown. Mainly Egypt, the United Arab  Republic.
Mr. P assman. You know we have a tremendous p rogram in Egypt , about $41 million, and we finally prevailed upon Syria  to  accept our aid program.
Mr. Brown. These are mainly Armenians and Greeks, some of whom have become citizens.
Mr. P assman. Citizens of Egypt  ?
Mr. Brown. Yes. Many of them are ethnic Europeans  and in the light of Egyptian nationalism some of t heir  businesses are national­ized and many are moving back to Greece and elsewhere.
Mr. Passman. Some of those you call Egyptian refugees are  actu­ally citizens of Egypt?
Mr. Brown. Yes; some have acquired citizenship in Egypt.Mr. P assman. Is it not going to get us in an embarrassing situation  to go in a country  we are  aiding  and take care of citizens of tha t country ?
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Mr. Brown. We are not going into Egypt to take care of them. 
We are hiking care of those that, have to get out of Egyp t.

Mr. Passman. You said some were citizens of Egypt. Where are 
they domiciled ?

Mr. Brown. Most of them were in Egypt.
Mr. Passman. And some are citizens of Egypt?
Mr. Brown. Yes.
Mr. Passman. And they might leave ?
Mr. Sobotka. Many have already left. There has been a program 

of this kind for Jews, Greeks, and Ital ians who had to leave Egyp t. 
Armenians in Egypt are now being approached to retu rn to Soviet 
Armenia.

Mr. Passman. Are the Egyptians push ing them out?
Mr. Brown. I would not say they are pushing them out.

COST EST IMA TE FOR NO RTH AFRICA PROGRAM

Mr. P assman, flow much do you have for refugees from north 
African countries?

Mr. Brown. We have nothing, sir.
Mr. P assman. Our books do not show that.  We find under “Mi­

gration and refugee assistance, refugees from north  African coun­
tries, fiscal year 1963'’ a request for $200,000.

Mr. Sobotka. Tha t is what we are requesting.
Mr. Passman. I asked how much you are requesting.
Mr. Brown. I am sorry, sir; I thought you asked how much we 

had.
Mr. P assman. Well, that is a good question. How much did you 

have in fiscal 1962 ?
Mr. B rown. Nothing.
Mr. Andrews. We have some people in this country tha t flee from 

one area to another. Is there any chance of getting  them under this 
program ?

Mr. Brown. I would doubt it.
Mr. R i (odes. Are you thinking about Hyannis P ort  ?
Mr. Andrews. I am not giving any names, but some people have 

left some sections of the country and gone to other sections of the 
country.

Mr. Rooney. Will the gentleman yield? There is just one slight 
difference. These people the gentleman refers to are American citi­
zens. The others are not.

Air. Andrews. This is a humanitarian program, I understand. Is 
a man penalized for being an American ?

Mr. Passman. Off the record.
(Discussion off the record.)
Mr. Rhodes. What  difference is there between this and the situation 

where you help people to go from one part of Laos to another?
(Discussion off the record.)
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ASSISTAN CE TO SELECTED PERSONS OR GROUPS

Mr. Passman. Reading from your voluminous presentation here, 
you sa y:

There are a number of refugees, former refugees, students and similar se­
lected persons who are  now in need and for whom U.S. assistance is to the po­
litical advantage of the United States. Specialized U.S. assistance should, there­
fore, be extended to such persons wherever necessary according to their  indi­
vidual needs, and on an unpublicized basis.

How much are you asking for that?
Mr. Brown. $275,000.
Mr. P assman. Who are these people?
Mr. Brown. May we go off the record on this?
(Discussion off the record.)

AD MINIS TRATIVE  EXPENSES

Mr. Passman. I will ask this final question, and then I shall yield 
to Judge  Natcher.

How about the administrative  expense ? That is an important item. 
ITow much did you have for admin istrative expense for fiscal 1962?

Mr. B rown. $980,000.
Mr. P assman. What are you asking for for fiscal 1963?
Mr. B rown. $877,000.
Mr. Passman. You know, 1 do not quite unders tand that, either. 

You have a program three times the size, bu t you are asking fo r a re­
duction in administrative expense. Would you give us a little  ex­
planation on that?

Mr. Brown. Yes. Mr. Chairman, the bulk of the administra tive 
expense th at we have had up to  this  point  has been to cover the opera­
tions of our activities in Europe,  which, as we have indicated, show 
a very definite slowing up. We have been able to move a great many 
people and resettle a lot more.

Air. Passman. But  you are asking for  more money, Mr. Brown.
Mr. Brown. For new groups. But most of that will be handled 

by the same staff tha t we already have. We have consolidated a head­
quarters arrangement in Geneva, Mr. Chairman, which has cut out 
a number of the other offices which we have ha d heretofore. We are 
actually reducing the  tota l number of s taff from 87 during 1962 to 62. 
Yet, a t the same time we are able, I think, by consolidating the efforts 
in Geneva and in my own office in Washington here, to achieve the 
administration of a larger program.

Mr. P assman. You are going to have about three times the amount 
of money but less adminis trative expense.

Mr. Brown. Yes, sir.
Mr. Sobotka. The new programs are of a different nature than the 

old one which cost the larger admin istrative expense.

ICE M FIS CAL YEAR 1902  ES TIM AT E

Mr. Passman. If  we may deal with the immigrat ion and refugee 
assistance, ICEM , you had a 1962 estimate of $3,200,000. Is that  
correct ?
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Mr. Sobotka. The estimate was for $5,975,260 for the full year;  $3.2 million was the amount of the new obligations for 6 months, sir.Mr. P assman. I am only going by what you say in your own justifi­cations. You have here—if I am right, confirm it-----
]\fr. Brown. Tha t is only for 1962, though.
Mr. Passman. I am talking about that . Your 1962 estimate was $3,200,000. Is that correct ?
Mr. Sobotka. Tha t is our obligations. Our estimate, as you call it, of the total program was $5,975,260, almost $6 million.

FISCAL YEAR 1963  IC EM  REQU EST

Mr. P assman. In  fiscal 1963, you are requesting $9,275,000. Is tha t correct ?
Mr. Sobotka. Yes.
Mr. Brown. Ha lf of tha t belongs in 1962, though.
In  other words, $3.2 million represents the 6-month budget, and the $9,275,000 represents an 18-month budge t; $6,500,000 represents the actual fiscal year 1963 estimate.
Mr. P assman. I have to consider i t on the  basis of  what you have in the book.
Do you think the Bureau  of the Budget will ever approve this thin g ?
Mr. Brown. The Secretary  of State has approved it and sent it to the Bureau of the Budget. The final determination will be made right away.
(Off the record.)

OPE RAT ION OF REFUGEE PROGRAM

Mr. Passman. Judge Natcher.
Mr. Natcher. Mr. Brown, as I understand this request, if the com­mittee granted the amount proposed, this refugee program would be operated in its entire ty by your section.
Mr. Brown. That  is right , sir, for these items.
Mr. Natcher. It  would not be operated as the refugee program is now in operation, in which we participate through the United Nations and other organizations.
Mr. Brown. No, sir ; this calls for continued contribution to the U.N. H igh Commissioner for Refugees of $900,000 and to the Int er­governmental Committee-----
Mr. Natcher. Tha t will be a direct contribution.
Mr. Brown. Those will be direct contributions.Mr. Sobotka. Those programs are administered through our of­fice now, sir.
Mr. Natcher. Tha t is all I have, Mr. Chairman.

FUNDS PROGRAMED FOR U .N . REF UGE E AID

Air. P assman. Before I yield to Air. Rhodes, I would like to ask this question. Of the $21,977,000, what amount of dollars of tha t tota l would go to the U.N. to be administered throu gh some branch of the United Nations ?
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Mr. Brown. The $900,000 for the United  Nations High  Commis­
sioner for Refugees would be included, and possibly $200,000 or 
$300,000 out of wha t we have asked for for  the Fa r E ast in a program 
in which he would be assisting the Portuguese Government in t rying 
to develop some refugee assistance activities in the Colony of Macao.

Mr. Passman. That is near Hong Kong ?
Mr. Brown. Th at is right.
Mr. Sobotka. It  is a Portuguese colony.
Mr. Brown. The entire amount to be contributed to the UNH CR 

is difficult to ascertain. We have asked for the $400,000 for central 
African refugees which, together with a portion of what  we have 
asked for the Algerian refugees, might likewise be made available 
to the U.N. High Commissioner for Refugees. Some of it would be-----

Mr. P assman. Why would that not have been presented to us when 
the interna tional  organizations  request came down, I wonder. Would 
tha t not normally be in thei r request?

Mr. Brown. No, sir. The High Commissioner’s request has always 
been made throu gh this office and as pa rt of our appropriation .

Mr. Passman. But  we get it so intermingled, it is r ather difficult 
to separate it.

Air. Sobotka. Sir ; when the President requested new legislation 
last year, which the Congress passed on Jun e 28 of this year, he 
wanted a separate  refugee bill tha t took these programs out of the 
AID  program  and centra lized them in one place so it would be easier 
for  the Congress to understand the  refugee program. The only refu ­
gee program left  directly in the AID bill was the Palestine refugee 
bill.

CON TRIBUTIO NS FROM PRIV ATE  SOURCES FOR REFUGEE ASS ISTA NCE

Mr. P assman. I shall yield  now to Air. Rhodes for any questions he 
may wish to ask.

Mr. Rhodes. Air. Brown, have you any idea how much is being 
given from private sources to the refugees who are encompassed in 
your  program ?

Mr. Brown. Not offhand, but I could get a summary and put  it 
in the record, Mr. Rhodes.

(The informat ion supplied follows:)
Contribu tio ns  for R efu gee s F rom Ame ric an  P riva te Sources

From  1946 to 1953 American voluntary  agencies  have con tributed  from the ir 
own resources $1,119 million for oversea relief. Of this $745 million was in cash 
and  $374 million in goods. It  is estimated th at  dur ing  this period  90 percent 
of voluntary  agency expenditure o r $1,007 million were for  refugees. From 1954 
through  1961 reports  ind icate expenditures from American voluntary  agencies of 
$400 million for relie f act ivit ies of which only 30 percent or $120 million is 
est imated to be for  refugees. Thus a total of $1,127 million is estimated to be 
the con tribu tion of American volu ntary agencies  to post-World War II  refugee  
problems.
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AID GIVEN BY A SYLUM NATIONS

Mr. Rhodes. Have you any idea how much is being given in toto by 
the asylum nations, to refugees who also benefit from programs which 
are represented by your budget request?

Mr. Brown. That  would be extremely difficult to get, because many 
of the nations, such as West Germany and Austria, are making avail­
able housing facilities welfare, social security benefits, and other 
things that would be difficult to compute, but they are a pa rt of the host 
government’s contribution. In essence, our whole program has always 
been considered a supplementary program, a supplement to  what the 
government of asylum was given and a supplement with respect to 
what our voluntary agencies are giving. I t would be very difficult to 
obtain such figures. I do no t think a meaningful figure on the host 
government contributions is available.

GOV ERNMENT AND OTH ER CO NTRIB UTION S FOR REF UGEE ASSISTANC E

Air. Rhodes. Have you any figures for the amount spent by the 
U.X. High Commissioner for Refugees ?

Mr. Brown. Yes; we can put in the record a report on the amount 
that  the High Commissioner has spent.

Mr. Rhodes. Would it be possible to prepare a table to set forth  
whatever figures you have, by host country, representing the amount 
of money being spent in that  host country on these refugee programs, 
by year, or whatever time tha t you have available, so we can get a 
fairly  accurate picture of the proportion of the burden tha t the Amer­
ican taxpayer is being called upon to carry?

Mr. Brown. Yes; we can do th at on a geographical basis. We will 
give you a table on the refugee populations in the various categories.

Mr. Rhodes. Would you add to that, also, a projection for aid to any 
refugees which will come into the program tha t you now know about?

Mr. Brown. Yes, sir.
Mr. R hodes. I do not want you to look into a crystal ball, but any 

tha t you now know about would be he lpful to have.
Mr. Passman. Would the gentleman permit a supplement to tha t?
Please include the number o f nations where we have a refugee p ro­

gram or where citizens are being helped from nations where we are 
giving  aid.

Mr. B rown. You want the country of origin of the refugees-----
Mr. Rhodes. Yes.
(The information supplied follows:)
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P otential New Refugees

The appropriat ion request includes estimates of the probable number of new 
escapees from Communist countries in Europe and the  continued influx of 
Chinese fleeing f rom Red China to Hong Kong and Macao. In  add ition to these 
groups, the re may be an upsurge of Angolans into the Congo and  a greatly  in­
creased number of refugees  which might result  from potentia l pol itica l develop­
ments arising in the  newly emerging independ ent countrie s in cen tra l Africa .

Location and numbers o f refu gees  for whom U.8. assis tance is being given and /or 
for  whom fun ds are being requested

Refugees from European Communis t countries---------------------------- 60,000
Refugees  from Communist C hina :

Hong Kong______________________________________________  1- 200, 000
Macao__________________________________________________  80, 000

Tibe tans  : Ind ia and Nepal_____________________________________  60, 000
Cubans outside the United Sta tes _______________________________  30, 000
Alg eria ns:

Algerians from Tunisia and Morocco------------------------------------  200, 000
Algerians  displaced within Algeria --------------------------------------- 2, 100, 000

Cent ral A fr ica:
Congo____________________________________________________  210, 000
Burundi_________________________________________________  40, 000
Tan ganyika______________________________________________  10, 000
Uganda_________________________________________________  40, OOO

North Africa : United  Arab Republic--------------------------------------------  100, 000

To tal_________________________________________________  4,130, 000

Countries from  which  refugees who arc covered by this  appropriation 
request have fled

Albania
Angola
Alger ia
Bulgaria
Chinese Communist Republic 
Cuba
Czechoslovakia 
Egypt 
Estonia 
East G ermany

Hungary
Latvia
Lithua nia
Poland
Rumania
Ruanda
Tibet
U.S.S.R.
Yugoslavia
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Cou nt ries  o f a sy lu m  fo r r ef ug ee s co ve red by  t hi s a pp ro pr ia tion  re ques t
Ir el an d 
Is ra e l 
It a ly
Lu xe mbo ur g 
Macao 
Morocco 
Nepal
N et he rl an ds 
New Zea land  
Norway  
Pan am a 
Par aguay  
Per u
Re pu bl ic  of So uth A fr ic a 
Spa in  
Sw eden  
Sw itz er la nd  
Tan gan yik a 
T hail and  
T unis ia  
T urk ey  
U ga nd a 
U ru gua y
U ni ted S ta te s of  Amer ica 
Ve ne zu ela  
Yug os lavi a

A rg en tina
A ust ra li a
A ust ri a
Be lgium
Bol iv ia
B ra zi l
B ur un di
C an ad a
Ch ile
China  (T aiw an)
Congo (F re nch)
Congo (B el gi an )
Cos ta Rica
Cyp rus
D en m ar k
E cu ad or
Eth io pi a
F eder at io n  o f Rho de sia and N yas al an d
Fin la nd
F ra nce
G er m an y
G re at  B ri ta in
Greece
H ondu ra s
Hon g Ko ng
In dia
Ir a n

SCR EEN IN G  OF  RE FU GEE S

Air. Rhodes. Have you any means o f screening refugees to make 
sure they are not in fact Communist agents, eithe r fo r espionage pu r­
poses or for propaganda purposes sent into the area in which there 
are refugees, so t ha t they may scatte r the seeds of communism?

Air. Brown. The refugees tha t we term “escapees”—they are pr i­
marily  in Europe—before they are eligible for any US EP  benefits,, 
ill have to go throug h a very thorough screening. The initial screen­
ing is done by the government  of asylum, and then we carry on a 
comprehensive screening with  all known sources of contact. I would 
interpose, other refugees from the same country are usually the best 
screeners you can find anywhere, because they can spot an agent 
quicker than  anybody. In  the history of the program since 1952, 
we have had less tha n one-fourth of 1 percent who were determined to be even suspect.

Now with respect to the broad groups of refugees, such as the 1.5 
million Chinese in Hong Kong, we have no way of checking on them, 
but they are checked very thoroughly to the extent possible by the 
Hong Kong authorities . The same would be true of refugees to whom 
aid might be given through the U.N. High  Commissioner in Algeria and elsewhere.

One other  point ought to be made. Fo r every individual who is 
moved to the United States or the AVestem Hemisphere, under the 
law, the provisions for which we have  requested be added to  this ap­
propriation, there is a requirement that a security check must be made 
by the Migration Committee, to assure the bona fides of such refugees.
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AID IN  K IN D  TO RE FU GE ES

Mr. Rhodes. Have you any figures to indicate the amount of aid 
we give, in kind, under Public Law 480 or any other simila r law?

Mr. Brown. We can furnish that.
Mr. R hodes. Tha t would be in addition  to the amount t ha t we are 

requested to appropriate?
Mr. Brown. Yes, sir.
(The  information requested may be found on p. 985.)

M A N N ER  OF M A K IN G  EX PE NDIT URES

Mr. Rhodes. How is this money spent—the money you spend in 
the program now and the money which we are requested to appro­
priate? Is it spent in conjunction with the asylum country or with 
any international  body, or do we have our own people operating  our 
own program and spending our  own funds?

Mr. B rown. With respect to the  Intergovernmental Committee for 
European Migration, the U.S. contribution is made in the form of a 
pledge to the Committee. We are members of the Executive Com­
mittee of ICEM. We make also a direct contribu tion to the U.N. 
High Commissioner for Refugees.

Mr. Rhodes. Have you set for th the amount of those contributions?
Mr. Brown. Yes, sir.
Mr. Rhodes. How much are they ?
Mr. Brown. $900,000 for  the High Commissioner for fiscal year 

1963. The figure is $9 million for ICEM.

TO TAL FU N D S AV AILA BL E TO IC EM

Mr. Rhodes. How much does ICEM have availab le to spend from 
all sources, including the United States?

Mr. Brown. I think  it is approximately $20 million.
Mr. Rhodes. We furnish, roughly, 25 percent of it  ?
Mr. Brown. It  runs around 33 percent.
Mr. Soivotka. We supply 29-percent-plus of the  administ rative  ex­

penses and 33 ^ percent of the program expenses.

ORG AN IZ AT IO NS  EXTE NDIN G RE FU GE E AS SI ST ANCE

Mr. B rown. With  respect to the direct programs, such as we oper­
ate with US EP, those are handled under contracts with American 
and internat ional voluntary agencies which have been accredited for 
operation overseas.

Mr. Rhodes. What are some of those agencies ?
Mr. Brown. National Catholic Welfare Conference, Church World 

Service, World Council of Churches, I IIA S, American Joint Dis tri­
bution Committee, Tolstoy Foundation, Polish-American Immigration 
and  Relief Committee, American Fund for Czechoslovak Refugees 
and others.

We will be glad to furnish a list of them.
Mr. Rhodes. Furnish  a complete list at th is point.
Mr. Brown. Yes, sir.
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(The informat ion requested follows:)
Offic e  of R ef uge e an d M ig ra tion  Affa ir s

VOLUNTARY AGENCIES CURRENTLY UNDER CONTRACT 

A dm in is tr at io n fo r In te rn a ti o n a l Aid— It a ly  (A A I) .
American  Em erge nc y Com m itt ee  fo r T ib et an  Re fuge e, Inc.  (A E C T R ).  
American  F und for C ze ch os lova k Refug ee s (A FC R ).
American  Foun dat io n f o r O ve rs ea s Blin d,  Inc.  (A FO B ).
Amer ican  F ri ends of  R uss ia n  Fre ed om  (A F R F ).
American  Jo in t D is tr ib u ti on  C om m itt ee  (A JD C ).
Amer ican  N at io na l Red  C ro ss  (A R C).
Coo pe ra tiv e fo r Amer ican  R el ie f Eve ry w he re , Inc. (C A R E).
Catho lic  For ei gn  M iss ion So ciety of  Am er ica,  I nc . (C FM S).
Chu rch W or ld  Se rv ice (C W S).
Eva ng el ic al  F re e  C hu rch of A mer ica (E V CA ).
In s ti tu te  o f In te rn a ti ona l E duca tion  (H E ).
In te rn ati onal Res cu e Com m itt ee  (I R C ).
In te rn a ti ona l So cial  Se rv ice (I S S ).
Ja m ia t A1 Is la m  (J A I) .
L u th era n  W or ld  Fed era ti on  (L W F ).
N at io na l Academy  of Sc ien ce s (N A S).
N at io na l Catho lic W el fa re  C on fe re nc e (N CW C).
W or ld  OR T Union —A ust ri a  (O R T ).
Po lis h- Amer ican  I m m ig ra ti on  a nd R el ie f C om m itt ee  (P A IR C ). 
Se ve nth- Day  A dv en ti st  W el fa re  Se rv ice (S A W S).
Tol stoy  Foun dat io n (T F ).
U ni te d II IA S Se rv ices  (U H S ).
U ni te d U kra in ia n  Am er ic an  R el ie f Com m itt ee  (U U A R C).
W or ld  C ou nc il of  C hu rc he s (W CC).
W or ld  U ni ve rs ity Se rv ices  (W U S ).
Yo ung Men’s C hri st ia n  A ss oc ia tio n (Y MCA ).

IDENTIF ICATION OF SOURCE OF ASSISTANCE

Mr. R hodes. When our a id is given through an agency such as this, 
is there any way that the recipient knows this aid comes from the 
Government of the United States  o r does he think  it comes from the 
agency from which he derives the benefit ?

Mr. Brown. For the most part,  in the end use audits made of our 
contracts, we find most of the refugees are well aware of the US EP  
program and that  they are ge tting  benefits under it.

Mr. Rhodes. Does any agency put its own name on the products 
which are distributed ?

Mr. Brown. No name goes on the product  as f ar  as we know. The 
agencies assist the individual at a local store or somewhere else to pro­
vide fo r his needs. The agencies are given money to provide counsel­
ing for  the individuals and the staff work that goes into it.

When the individual is transported at U.S. expense, he gets a letter 
tha t tells him he is being aided by the people of the Uni ted States and 
asks him to reply when he gets to his new land of settlement.

Then we have for the new arrivals a welcome kit  th at is like a flight 
bag that says “The U.S. escapee program” on it. It  contains such 
items as comb, brush, handkerchief, socks, et cetera.

Mr. P assman. Will the gentleman yield  ?
Mr. Rhodes. Yes.
Mr. Passman. Mr. Brown, I think we are all interested in help ing 

these unfortuna te people. It  is true  that in many instances even snip­
loads of commodities intended for the unfor tunates were channeled

8794 8— >62— pt. 3- 63
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through organizations where the name identifying  the g roup has been 
very plainly printed on the package. We have photostat ic copies of 
letters on this and we have been told by the State Department that 
this would not be true in the future.

Could it not be made a universal policy that  you have printed  on 
t he bag “Donated by the United Sta tes of America” ?

If  it arrives there, it makes very little  difference who does the dis­
tribu ting  as long as you have a name on the bag or the box. Can 
you comment on that ?

Mr. Brown. I have not seen any of tha t in the visits I  have made.
Mr. Passman. If  you are not familiar  with it, I am surprised be­

cause Secretary of State Rusk made an investigation and said it 
was true but it would be straightened out in the future.

I wish you would check into it.
Mr. Brown. I shall be very glad to.
Mr. Rhodes. I have no further  questions.

RECONCIL IA TI ON OF  RE QU ES T

Mr. P assman. Now, for this final request. Unless it  is going to be 
tucked in this contingency fund there is no request for any $4.5 mil­
lion for the refugees in Laos. I want the record to show that.  I 
wish you would try to reconcile tha t with your counterpar t down 
there.

We are trying to find out the amount of money you had in fiscal 
1962 tha t corresponded with the amount of money you are requesting 
for fiscal 1963 without involving any part ial fiscal or calendar years. 
1 say again even though you are in a calendar-year basis, and maybe 
the United Nations or other international organizations are, but you 
still asked for it on an annual basis. You still asked for a 12-month 
slice and the exception would always be when you ask for an ex tra 6 
months; tha t happened in the United Nations Children’s Fund one 
time.

Could you tell us the corresponding figure to this for fiscal 1962 ? 
Tha t might be the best way to put it ?

Mr. Brown. Yes; we will get that.
Mr. Passman. Do you want to do a l ittle  research now? Tha t is 

very important.
You told us earlie r $6,418,000 and if that is the figure we accept 

tha t as being the correct figure. If  not, we want to see if there is 
anything else we must take into account.

You gave to the committee tha t figure as a correct figure and I 
wanted to be sure about it before we recess the committee, that  that 
is the correct figure.

Mr. Sobotka. Could I ask a question ?
Mr. Passman. Yes.
Mr. Sobotka. Pa rt of our problem has been tha t we have been 

unable to present clearly the level of our 1962 program. In  other 
w’ords, the 1962 program costs as compared to 1963 program request 
and what we expect it to cost, partly because in 1962 we were not 
in the appropriation  picture.

In 1961, your committee made us a specific appropriation.
Mr. Passman. Tha t is right .
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Mr. Sobotka. Due to the fact we were taken out of the AID bill 
as such last year, while there was pending new legislation, we ope r­
ated on a sort of a, you might say, catch-as-catch-can basis to get 
money from the contingency fund which has made it  r ather awkward 
lor us to provide clean-cut figures, such as we would normally 
provide.

Mr. Passman. Would tha t make any difference, where you got it 
from '? Would you people not have accurate figures as to how much 
money your Agency received ?

Wha t difference would it make what fund you got it out of ?
Mr. Sobotka. I am trying to reconcile the figures you have with 

ours.
Mr. Passman. I want to say for the record, covering the same 

field of endeavor you are going to cover this year other than that  it 
is expanded, you received $4,538,000 out of the contingency fund 
last year according to the information they gave to us. Now you add 
another $2 million tha t came in from the previous year and if you 
add tha t to this, you should get $6,538,000, but then you said the pro­
gram was $6,418,000.

We will say t ha t the program for fiscal 1962 costs $6,418,000 with 
a request of $21,977,000 for fiscal 1963 with a footnote that  this is 
an expanded program.

Would it  be fai r to state th at for the  record?
Mr. Brown. I feel th at such a figure by itself would be confusing, 

Mr. Chairman, since it does not reflect an accurate presentation of the 
problem which we face in funding ICEM for the period Jul y 1 to 
December 31,1962 .

I have to go back to this  po int because I think  it is only reasonably 
fair.

Mr. Passman. Mr. Brown, I think  you would make a very fine 
witness.

We will accept $6,418,000 as a guideline on which we m ight mark 
this  bill for fiscal 1963.

Would it be fa ir to exclude any transfers out of the contingency 
fund if you got a reasonable amount  of money ?

Mr. Brown. We do not  anticipate getting anything  from the con­
tingency fund when this appropria tion comes through as-----

Mr. Passsman. Tha t is good.
Mr. Brown. Thank you, sir.
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T u e s d a y , A u g u s t  14 , 19 62 .

I N T E R N A T I O N A L  O R G A N I Z A T I O N S  A N D  P R O G R A M S  

W IT N E S S E S

HO N.  H A R L A N  CLEVEL AND, A SSIS T A N T  SE C R E T A R Y  OF  STA TE FO R
IN T E R N A T IO N A L  O R G A N IZ A TIO N  A F F A IR S  

W IL L IA M  GA UD , A SSIS TA N T A D M IN IS T R A T O R , B U R EA U  FO R N EA R
EAST -S OUTH A SIA , A ID

W. H. Z IE H L , A CTIN G  D IR EC TO R , OIA , D EPA R T M E N T  OF ST A TE 
C A R TER  H . H IL L S, OIA , STA TE
DR . JA M E S W A TT, C H IE F , D IV IS IO N  OF IN T E R N A T IO N A L  H E A L T H ,

D EPA R TM EN T  OF H E A L T H , EDU CATIO N, AND W E L F A R E  
C H A R LES W . TH OMAS,  O FFIC E  OF  T H E  SCIE NCE A D V IS E R , ST A TE 
W IL L IA M  YEO M ANS,  D IV IS IO N  OF IN T E R N A T IO N A L  A F F A IR S ,

ATO MIC  EN E R G Y  COM M IS SI ON
TA LC OT T SEELY E, O FF IC E R  IN  C HA RGE, A R A B IA N  P E N IN S U L A R

A F F A IR S , D EPA R TM EN T  OF  STA TE 
C H R IS  V A N  HOLL AND, O F F IC E  OF  E U R O PEA N  R EG IO N A L, P O L IT I­

CA L, M IL IT A R Y  A F F A IR S , ST A T E  
H E R M A N  J . N IS SEN BA U M , B U R E A U  FO R A F R IC A -E U R O PE , A ID  
LE ONARD DU RS O, B U R EA U  FO R F A R  EAST , A ID
F R A N K  BRECK ER, B U R EA U  FO R A FR IC A -E U R O PE , A ID  
MRS . M A R Y  T R E N A R Y , O IA , STA TE
L E IG H  M. M IL L E R , L E G IS L A T IV E  PR OGRAM S COORDIN ATO R,  A ID  
R IC H A R D  B IR N B E R G , B U R E A U  FO R N E A R  EAST -S OUTH A SIA , A ID  
K E N N E T H  R A B IN , PR E S E N T A T IO N  COORDIN ATO R,  A ID
ED W A R D  F . TEN N A N T, A C TIN G  C ONTR OLL ER , A ID

M r. P a s s m a n . T h e  s u b c o m m itt e e  w il l co m e  to  o rd e r .
T h e  n e x t  re q u e s t f o r  c o n s id e r a t io n  w il l b e  t h a t  o f  “ C o n t r ib u t io n s  

to  in te r n a t io n a l  o r g a n iz a t io n s .”
A t  th i s  ti m e , w e s h a l l h e a r  f r o m  A s s i s ta n t  S e c r e t a r y  o f  S ta t e  H a r ­

la n  C le v e la n d . H a v e  y o u  b e e n  b e fo r e  th e  c o m m it te e  p re v io u s ly , M r . 
C le v e la n d , in  y o u r  o ff ic ia l c a p a c i ty  ?

M r . C lev e l a n d . Y es,  s i r ;  10  y e a r s  a g o  a n d  a ls o  la s t  y e a r , b u t  a t  
t h a t  ti m e  th e  c o m m it te e  w a s  d iv id e d  in to  twTo p a r t s ,  to  e x p e d it e  th e  
h e a r in g s , a n d  J u d g e  G a r y  w a s  th e  c h a i r m a n  o f  o u r  s e c ti o n  f o r  t h a t  
d a y .

M r . P a s s m a n . I d o  r e c a l l n o w , M r . S e c r e ta r y , t h a t  y o u  c a m e  b e fo r e  
th e  c o m m it te e  la s t  y e a r .

M r . C l e v e l a n d . O c c a s io n a l ly  I  u s e d  to  t u r n  u p  b e fo re  th i s  c o m ­
m itt e e  10  y e a r s  a g o  d u r i n g  th e  M a r s h a l l  p la n ,  b u t  t h a t  is  so  lo n g  a g o  
t h a t  s om e o f  u s  d o  n o t r e m e m b e r  i t.

M r. P a s s m a n . H o y o u  h a v e  a s t a te m e n t  to  m a k e ?
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Mr. Cleveland. Yes. I have a statement tha t covers these pro­
grams.

Mr. Passman. We shall be pleased to hear from you. You may 
proceed.

Statement of Assistant Secretary of State for International 
Organization Affairs

Mr. Cleveland. Mr. Chairman and members of the committee, I 
appear before you in support of the request of $148.9 million for 
U.S. voluntary contribut ions to a number of multila teral organiza­
tions. The breakdown of th is item is shown on page 25 of the green 
volume entitled  “Agency for International Development—Worldwide 
Summary” and detailed justifications follow.

This item amounts to about 3 percent of the total appropriation 
requested.

As can be seen from page 25, this appropria tion request is to cover 
U.S. contributions to 11 international programs. Most of them are 
carried  out within the framework of the United Nations; three are  for 
regional o rganizat ions; and one is for an ad hoc international consor­
tium. They cover activities ranging from medical research to mili­
tary forces—from resources surveys to the care and feeding of ref ­
ugees. Thei r scope, of course, reflects the range of pressing inter­
national  problems.

As we said last year, each program suppor ts one or  both of two 
basic aims of U.S. foreign policy: Firs t, the promotion of peace and 
security; second, the promotion of economic and social growth— 
which is one of the best ways to get peace and security. Each pro­
gram listed has, in our view, a high prior ity in support of these for ­
eign policy objectives.

Some of the international programs to which the United States 
contributes are analogous in charac ter to activities which we also 
help finance bilaterally . I therefore should explain briefly why the 
programs represented in this part of the presentation are carried out 
through multila teral agencies and how they complement the rest of 
the aid program before you. But first I should like to say that we 
do not see bilatera l and multilateral assistance as an either-or proposi­
tion. Both types are needed—and probably will be needed for the 
indefinite future—for solid, practica l reasons. The choice between 
national and international  institutions  for ma intain ing peace and secu­
rity or for channeling economic and technical assistance is not a theo­
retical but a pragmatic one. In  any given case, one route may be 
more feasible or desirable than the other—or a combination of both 
may offer the  best a lternative, from the point of view of the U.S. na­
tional interest.

Mr. Chairman, we have prepa red background papers on each of 
the 11 programs for which a total of $148.9 million is being requested.



These memoranda set forth  the highlights of each program, provide illustrative examples of the activities of the international agencies in question, and pay parti cular a ttention  to the relationships and meth­ods of coordination between our own bilatera l program and the inte r­national agencies. They are between fo ur and seven pages long and will be submitted for the record if you would like to have them.rf it is agreeable with the committee T shall note the functional categories of the  programs covered by th is appropriation  request and then proceed to an item-bv-item discussion.

PE AC E AN D SE CURIT Y OP ER AT IO NS

For peace and security operations we propose a U.S. contribution of $1.3 million for the U.N. Emergency Force in the Middle Eas t to complete our pa rt of the financing of this peace-keeping enterprise for (he period already past—tha t is, up to June  30, 1962. Continuing provision for the U.N. peace-keeping operations in the Congo and the Middle Eas t afte r Jul y 1, 1962, is not contained in the bill before von : author ization  fo r a U.N. loan for this purpose is about to be de­bated in the House of Representatives, having been passed by the Senate earlie r in the session, and amended by the Foreign Affairs Committee ju st the other  day. If  the authorization is enacted, the appropriation of funds for such a loan will be requested as part  of a supplemental appropria tion bill during the current session of  Con­gress.
Mr. Passman. We have made substantia l contributions for  the same purpose for which the U.N. bonds will be utilized ?
Mr. C leveland. That is right, but for a different period-----

EFF ECT OF  U .N . BO ND  IS SU E ON  U .S . VO LU NT AR Y CO NTR IB UTI ONS

Mr. Passman. I wonder if that fact will be taken into account if the Congress approves the U.N. bond purchase; that  is, if  they will reduce the $200 million request by the amount of the contribution we have made, fo r the purpose of avoiding the very situation we are t ry ­
ing to meet?

Mr. Cleveland. The volunta ry contribution for the U.N. Emer­gency Force under this appropriation would rela te to the earlier pe­
riod, 6 months ending June 30,1962.

Mr. P assman. Are you paying money out to meet a deficit that exists?
Mr. Cleveland. The payments we are making on the appropr ia­tions th at have already been approved are not to meet a deficit. They are to meet our agreed par t of the cost of ongoing operations.
Mr. Passman. But, it is a voluntary contribution  over and above the assessed cost, is it not ?
Mr. Cleveland. Yes.
Mr. P assman. You could actually say there is a very close re lation­ship between the  $200 million and this item, over and above our vol­untary contribution?
Mr. Cleveland. Well-----
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Mr. P assman. I f  we k ept  mak ing c on tribu tio ns  over and above the 
vo lun tar y contr ibu tio n, the  $200 mil lion  would lx* met with ou t the  
bonds sale, would i t n ot  ?

Mr. Cleveland. I f  you pu t up a hu nd red mil lion  do lla rs,  yes.
Mr. P assman. I f  you keep ma kin g these contr ibu tio ns  th at  you 

refer red  to  her e ?
Mr. Cleveland. Yes.
Mr. P assman. Volun tary , ove r and above  the  assessed  amount?
Mr. Cleveland. Th e arr an ge me nt  ar riv ed  at in the  Ge neral Assem­

bly last  fal l was to ge t away fro m a met hod  of  financ ing  throug h 
these vo luntary ©on tribu tions  to which the re hav e been a good many 
objec tions . The executive bra nch objected  before  and now Congress 
has  objected.

Mr. P  assman. I f  the  Congress had gra bbed th is th in g quick ly las t 
year  and giv en them $100 mil lion , pro bably  some of  the  expenditu res  
we ha ve alr eady  m ade  w ould no t ha ve been nec essary ; is t ha t cor rec t?

Mr. Cleveland. Tha t is tru e. Tha t also would have  conv inced  
many of  the cou ntr ies  of  the  world  th at  the  Un ite d State s could not 
hav e been had  so easily.

Mr. P assman. I  am gl ad  to get yo ur  answer , th at  had we given it 
to you immedia tely some of  the money  we have spe nt ove r and  above 
the vo luntary contr ibuti on  would not have been necessary . I  hope  
th at  fac t is take n into accoun t when  the hill reaches  the  floor, and  
th at  the Mem bers  wil l reduce  the  amount by the  $100 mil lion  which 
we contr ibute d th at  we would  not  have contr ibute d had thi s been 
done earl ier .

Mr. Cleveland. They are fo r two dif fer ent perio ds  of  time. I t is 
like sayin g you can  subs titute one ye ar ’s ap pr op riat io n fo r anoth er  
ye ar ’s app ropr ia tio n.

U. S.  VOLUNTARY CONTRIB UTION S ABOVE REGULAR  ASSE SSMENT S

Mr. P assman. Y ou did  make contr ibuti on s ove r and above our vol­
un ta ry  commitments , d id you not ?

Mr. Cleveland. We  m ade------
Mr.  P assman. I mean the  assessed com mitments.  They are  all 

vo lun tary.
Mr. Cl eveland. Over and  above  the  assessed commitmen t.
Mr. P assman. Wh ich  was brou gh t nbout on acco unt of  the  need 

ex ist ing  fo r the U.X . bond sales,  if  it does exis t ?
Mr. Cleveland. Th e U .X. bon d sale is re ally fo r a diff erent purpose. 

It  is to cover the p eri od  from Ju ly  1 on.
Mr. F ord. Ju ly  1 .1962?
Mr. Cleveland. Yes.
Mr. P  assman. It  is fo r the  same pur pose fo r which we have made 

vo lunta ry  contr ibu tio ns  in the  pa st ?
Mr. Cleveland. Yes, it is fo r th e same pu rpose.
Mr. P assman. So, in the  end, if  we con tinu e ma kin g these volun­

ta ry  co ntr ibu tions  over a nd above ou r assessment, th is need would have 
been met g ra dual ly : would  it  not  ?

Mr. Cleveland. We ll, it is not  a good idea.  I t is not  a good  way 
to do it .
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Mr. P assman. Bu t we are  do ing  it. We are  do ing  it piecemeal, 
ra th er  than  lu mp sum, a re we not ?

Mr. Clevei an d. We hav e been do ing it piecemeal fo r t he  Congo and 
fo r the U.N . E mergency  Force.

Mr. R hodes. Wo uld  you  yield, M r. C ha irm an  ?
Mr. P assman . Yes.

USE  OF U .N . BON D IS SU E FOR FU TU RE U .N . EXPE NSE S

Mr. R hodes. Mr. Cle vela nd,  did you mean wha t you just said , t ha t 
the  U.N . bonds were fo r the  expense s o f the  U.N . in the  fu ture?

Mr. Cleveland. As fa r as the y rel ate  to ongoing expenses , yes. 
Some of  the  money will have to be used, in all prob ab ili ty , by the  
Secre tary Gen eral  to cover some of  t he acco unts  payab le fo r the  t ime  
being , whi le the  process of col lec ting the  arrearag es  goes on, but as 
fo r ou r agreed  pa rt of  the  paym ent  fo r the  U.N. Em erg enc y Force 
in the  Middle Ea st,  fo r the  per iod  from Ja nuar y 1, 1962, to Ju ne  30, 
1962, that, payment is p ar tly an assessment and pa rt ly  it will be a vol ­
un ta ry  contr ibu tion, whi ch is the item  pre sen ted  here  fo r $1,320,000.

Mr. Rhodes. I th ink we are ta lk in g about horses and rabbits. 
Weren 't you ta lk ing about the $100 mil lion  of bond pur cha ses  for the  
U.N .?

Mr. P assman. Yes.
Mr. R hodes. My question was wh eth er you  rea lly  meant  it when 

you said that  the  $100 mil lion  proceeds from our pur cha se of U.N . 
bonds was going  to be used for  fu tu re  expen ses of  the U .N.

Mr.  Cleveland. It  is g oin g to be used for the  expenses of the U.N . 
sec uri ty forces in the Cong o an d th e Gaza St rip .

Mr. R hodes. My un de rst an ding  was co mpletely di ffe ren t than  that .
Mr . P assman. You did  ans wer in the affirm ative , did you not?
Mr.  Cleveland. Yes.

TO TA L VO LU NT AR Y CON TR IB U TI ON ABOVE RE GU LA R AS SE SS MEN TS

Mr. P assman. Cou ld you tel l us the  amo unt  of  ou r vo lun tary con­
tri bu tio n over and  above th e assessment fo r the  pa st  2 yea rs to the  
U.N .?

Mr.  C leveland. For a ll p urp ose s ?
Mr. P assman. Yes.
Mr.  F ord. And  fro m all sources.
Mr.  Cleveland. Yes.
Mr. P assman. All U.S . sources. My que stio n has to do with the  

U.S.  vo lun tar y co ntr ibuti on  ove r and  above the  assessment, from  all 
sources an d the g rantors.

Mr. Cleveland. The vo luntary contr ibu tions  f rom  aid fun ds for all 
purpo ses  last y ea r came to $158,506,000.

Mr.  I ’assman. Th at  amount was over  and above assessments?
Mr. Clevel and. In  ma ny  cases they  were fo r agencies  th at  do not  

have any as sessments, l ike the  Ch ild ren 's F un d.
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INSTANCES OF UNITED STATES AS SOLE CONTRIBUTOR

Mr. Passman. Let us get down to the amount that  other nations 
did not contribute, where it was a contribution  solely by the United 
States, with nothing being matched by other nations. Could you 
break it apart ?

Mr. C leveland. 1 would have to go through  it program by program.
Mr. Passman. I think  it is important to do that, if you would not 

object, Mr. Cleveland. We want the data for fiscal year 1962 and 
also fiscal year 1961.

Mr. Cleveland. If  you would like 1 can take them in order  and go 
through them now.

Mr. P assman. What year you are taking,  1962?
Mr. Cleveland. We are going to abandon my statement at this 

point, are we ?
Mr. Passman. This mat ter came up at this time only because you 

mentioned it in your prepared statement.
Ordin arily there would not have been any questions asked yet, 

but if it is to operate the  U.N. in subsequent years this committee 
should know i t ; and, as we have made substant ial contributions over 
and above our assessment, 1 think this would be a good time, i f you 
do not mind, because this is the point you have reached in your state­
ment. This is a matt er with which this subcommittee may not deal 
directly  in future, but we have an indirect  interest, for out of the 
appropriations we handle in various accounts of the mutual security 
program, we are meeting the very deficit th at many members thought 
you had used the $100 million to meet. Now we find out it is to meet 
fut ure expenditures.

ITEM S TO BE FINANCED BY U .N . AND NOT INCLUDED IN  APPROPRIATION 
REQUESTS

Mr. Cleveland. These are not overlapping  categories. The Pres i­
dent did not pu t into his 1963 budget, and we have not  put into either 
the State  Department appropria tion request or the AID  appropria­
tion request any provision for the period starting July 1 this year, 
for either the Congo or the U.N. Emergency Fund .

Mr. Ford. Does that  mean that it is the intention of th e adminis­
trat ion not to fund either of those programs out of fiscal year 1963 
funds other than the regular  assessment ?

Air. Cleveland. No. It  is the intention of the administration to 
fund those out of the purchases of U.N. bonds under the pending 
legislation.

Mr. Ford. For fiscal year 1963 ?
Mr. Cleveland. For fiscal year 1963. There was nothing in the 

President ’s budget in the regu lar way for either the Congo or for 
the Emergency Force. The only problem is we have a t ail end for 
an earlier  period tha t turns  up in the fiscal 1963 AID request.

Air. Ford. I certainly have a misapprehension about this U.N. 
bond program. It  was my impression tha t it was for the purpose 
of paying  all the bills up to, we will say, Ju ly 1, 1962, so the slate 
would be clean therea fter, throu gh regular assessments and special 
assessments i t would be a program tha t would pay for itself. I ap­
parent ly have a completely wrong impression.



998

USE OF BOND ISS UE  FU ND S

Mr. Cleveland. It  works this  way: The $200 million, assuming that  much is purchased by all countries, will be available to the U.N. for the double purpose of paying the most urgen t accounts payable and for paying the ongoing costs of these two peace and security operations. There is no other provision in the U.N. financing or in U.S. funding for the U.N. for paying the costs of these two peace and security operations during the fiscal year 1963, and our guess is that  most of the $200 million will in fact be used to pay ongoing costs from the  J uly  period on, although some of it will have to be used to pay off the most urgen t accounts payable.
Mr. F ord. It is the intention, then, of the administ ration, through the U.N. bond program, to pay “our share,” and I will put  tha t in quotes, of the Gaza strip  operation and the Congo s tart ing Ju ly 1, 1962?
Mr. Cleveland. Yes.
Mr. Ford. It  would not be the intention of the administra tion, then, during the period from Jul y 1, 1962, on forward,  to use anv o th e r funds fo r either of these two purposes?
Mr. Cleveland. Tha t is correct.

VOL UNTARY CON TRIBUTIO NS ABOVE REGULAR ASSE SSMENT S

Mr. Passman. Would you give us a list of all voluntary contribu­tions over and above our regular assessments for fiscal years 1960, 1961, and 1962?
Mr. Cleveland. Yes, sir. I have a table.
Mr. Passman. You may provide that information for the commit­tee; then we can discuss it tomorrow.
Mr. Cleveland. I have such a list here, Mr. Chairman,  which shows not only the voluntary contributions, but also the assessed contr ibu­tions.
Mr. Passman. Let us put it this way: For  fiscal years 1960, 1961, and 1962, you will give us a list of the voluntary contributions  made in excess of the amounts requested to be appropriated upon recom­mendation of this subcommittee. You had an item last year. You transferred this out of other categories. I think you understand now what we want.
Mr. Cleveland. Yes.
Mr. P assman. You made a request for a certain amount for fiscal years 1960,1961, and 1962 ?
Mr. Cleveland. Some funds were used out of the contingency funds.
Mr. Passman. Not only out of the contingency account, but others also, even from the military category.
Give us them by amount, for  fiscal years 1960, 1961, and 1962.Mr. F ord. Off the record.
(Discussion off the record.)
Mr. P assman. You do know what we need now?
Mr. Cleveland. Yes.
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(The information follows:)
Contributions  io internation al organ izations, fiscal year 1960, by source of f un din

(In thousand s of dollars]

Organiza tion
Congres­

sional
request

Tota l
obligations

NOA 
CIO 

funds 1

Special 
assist­
ance 1

Atoms for 
peace 1

United Nations :
U.N.  technical  assistance and  special 

fund................. ..................................... 30,000 30,000

23,000
12,000
3,500

500

300
3,000

500

30,000

23,000
12,000

U.N. relief and  works agency for Pa l­
estine refugees_____________ _____

U.N. children ’s fun d_______________
U.N.  emergency force__ ____ _______ 3,500

750

300
3,000
1,000

3,500
IAEA operational  p rogra m......... .......... 750
World Hea lth Organiza tion:

Com mun ity water sup ply .............. 300
3,000

500
Malaria erad icat ion. .’__________
Medical re se ar ch .._____ _______

Sub tota l_________ ______ ____ 38,550 72,700 65,000 7,300 750
Regional programs:

NATO science p rog ram _____ ______ 1,200

1,300

1,192

1,300

1,200

1,300
Organiza tion of American Sta tes— 

technical cooperation p rogram_____

Sub total..... ............. . ........... ............ 2,500 2,492 2,500

Grand total _____ ____________ 41,050 75,292 67,500 7,300 750

1 Specific ap prop riati ons for these c ont ribu tions were made in fiscal year 1960.

Contr ibutions to in tern ational organizations, fiscal year 1961, 
by source o f fun di ng  
(In thousands  of dollars]

Organization
Congres­

sional
request

Total
obliga­
tions

NOA 
CIO 

funds 1

Contin ­
gency
fund

Special 
assist ­
ance 1

Bilateral
TC

Atoms
for

peace 1

Un ited Nations:
U.N . technical assistance

and  special fund_______
U.N.  Fund  for the Congo..  
U.N . mil itary operations

in the  Congo____ _____
U.N.  Relief  and Works 

Agency for Palestine
Refugees......................

U.N . Chi ldren’s F un d........
U.N.  Emergency Force___
U.N . Educational, Scien­

tific, and  Cultural Or­
ganiza tion (UNESCO)
African program ......... .

IAE A operational program- 
World Hea lth Organiza­

tion:
C om m u n it y  w ate r 

su pp ly .......................
M alar ia eradication . . . .  
Medica l research_____

Subto tal .

Regional programs:
NA TO  science program __
Ind us wate rs fu nd ..............
Asian Pro ductivity Or­

ganization (A PO )........ .
Organization of American 

States—technical cooper­
ation  program _________

Subto ta l. .. . 

Grand to ta l.

$33,000

25,000 
12,000 
3,200

(2)

175
4,000

500

78,625

1,200

165

1,500

2,865

81,490

$36,950 
28,512

36,413

17,000
12,000
3,200

1,000
640

175
4,000

500

140,390

1,328
6,807

165

1,500

9,800

150,190

$33,000 $3,950 
28,512 

36,413

16,500 
12,000

61,500

1,200

1,500

2,700

64,200

500

69,375

128
6,807

6,935

76,310

$3,200

2 1,000

175
4,000

500

8,875

8,875

$165

165

165

1 Specific app ropr iatio ns for these cont ribu tions were m ade in  fiscal year 1961.
2 F und ed und er request for special assistance to special program for Africa in amount  of $20,000.

$640

640

640
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Mr. P assman. Off the  record.
(Discuss ion off th e record .)
Mr. Cleveland. I th  ink  you will find in the  House  F or eign  A ffa irs  

Com mit tee heari ng s on the lum p-s um  ap prop riat ion fo r “C on tribu ­
tions  to In te rn at io na l Or ga niza tio ns ,” a very clear e xp lan ation  o f th is.

Mr.  P assman. A cle ar  expla na tio n ?
Mr. Cleveland. Yes.
I f  I may  proceed wi th the  sta tem ent, Mr . Ch air ma n, I th ink some 

of  the  ques tion s t ha t are  inh ere nt in these ea rli er  discussions------
Mr. P assman. You are on page 3, pa ra gr ap h 2. Ki nd ly  proceed.
Mr. Cleveland. Tha nk  you.

ECO NOMIC  AID AND TE CH NI CA L ASSISTA NCE

For economic aid  an d technica l assi stance  we p ropo se contr ibu tio ns  
to ta lin g $115.1 mi llio n—$34.3 mil lion  throug h the  U.N . fo r the  be­
gin nin gs  of economic recovery  in th e Congo ; $50 mil lion  fo r the  
U.N .'s expanded technica l ass ista nce  prog ram and the  pre inv estment 
wor k of its  Spe cia l F und; $600,000 fo r the  young pro gra m of the 
Com miss ion fo r Techn ica l Coopera tion in A fr ic a;  $200,000 fo r the 
work of the  Asia n Pr od uc tiv ity  O rg an iz at io n; a nd  $30 mil lion  f or  our  
share of th is ye ar 's slice  of  the  in ter na tio na l con sort ium which is 
he lping to  develop  th e w ate rs o f the In du s Basin .

ASS ISTANCE TO CH ILD RE N AND MOTHERS

For ass istance  to ch ild ren  and  mo the rs we prop ose to contr ibu te 
$12 mil lion  to the U.N . Chi ld ren’s Fun d—the  same amo unt as we 
have contr ibu ted  fo r the pa st  3 years , but a declinin g prop ortio n of 
a g rowi ng  program  to w hich  othe r n at ions  ar e now c on tri bu tin g more. 

REF UGE E CARE

For the  care of  ref ugees  we propose to  co ntr ibute  $17.2 mil lion  to 
main tai n the  people  s till  homeless in the  a fter m ath of  the A rab-Isr ae l 
war.

SU PP ORT  OF  SC IE NCE

For the  supp or t of science we pro pose to co nt rib ute $3.3 mi llio n— 
$1.5 mil lion  fo r the NA TO  science prog ram, $1,250,000 fo r the  op­
era tiona l pro gra m of  the  In te rn at io na l Ato mic  En ergy  Agency, and 
$500,000 fo r the  med ical  research prog ram of  the  World He alt h 
Or ganiz ati on .

As we go throug h these item s. Mr . Ch air man , you  will  note  th at  
many of  them  are the  result  of  U.S. in itiat ives  over the pas t severa l 
years. You will also note re cu rr in g evidence th at  U.S . contr ibu tions  
in the  pa st have seiwed as seed money to at tr ac t ris ing contr ibu tio ns  
from an inc reasing numb er o f othe r na tions , pe rm it ting  a gradua l but  
encoura gin g decline in U.S . share s of  to tal  budgets . And I tru st  you 
will agree as we go along th at  each of  these prog rams does, in fact, 
su pp or t di rectl y the  basic aims o f U.S . foreign  poli cy.

I do not, o f course, app ea r be fore you as a spokesman fo r the in tern a­
tional  agencies;  I ap pe ar  as the  spokesm an fo r the  ILS. nat ion al in­
terest  in them. I t is ou r common du ty  to fix th em with a c riti cal  eye,
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to weigh carefully the shortcomings as well as the accomplishments of the internationa l agencies. Ix>t me mention several limitations which temper our assessment of the value of these international institutions at the present time.
Looking backward for the moment, it seems to me tha t we have been going through  a necessary period of initial organization and experimentation. This applies to the U.N. itself, its specialized agencies, the countries benefiting from these programs, and those which have contributed to them, all of which now know much more about, this business than they did a dozen years ago. Certainly the need for fur ther experimentation is by no means over. T hope that nothing I shall say will detract from the genuine sense of excitement and accomplishment that  we feel about the pioneering work th at has been done in the past years. Afte r all, this has been a completely unprecedented and therefore uncharted field of endeavor; there is nothing in our history hooks to foreshadow the emergence of such a capacity for international action in the interests of mankind.Nevertheless, it strikes me tha t with this much experience behind us. we are now in a position to take a h ard look at the successes and failures of the past; to establish a clear sense of direction which could not have existed in the early years of our work; to c larify  our objec­tives; and to devise ways more effectively to mobilize, organize, and apply our resources in the future.

FIN A N C IA L  IM PLIC A TIO N  OF IN TE R N A T IO N A L  C O M M IT M EN TS

In this authorizat ion and appropriation process, members of the committees in the House and the Senate have raised questions about the nature o f our “commitments” to these international organizations. T have sought on such occasions to indicate t ha t any arrangement we make in our negotiations is ad referendum. Whatever a U.S.  delegate agrees to in an international meeting, the financial implications of his action are always subject to our consti tutional processes, of which the work of this committee is so impor tant a part.  This situation applies to emergency actions such as those in the Congo and the Mid­dle East; it applies to pledging conferences in the technical assistance and preinvestment fields; it applies equally to arrangements arrived at through consortium groups like th at for financing the Indus  waters plan.
Tn our presentation last year of this part icular section of the AID appropriation, a series of questions was raised about the extent to which the U.S. Government commits itself to the support of these programs without prio r congressional authorization. This is a prob­lem inherent in our membership in international agencies and one which we have been discussing with Members of both Houses. One way of help ing to deal with it is to look ahead, as best we can, on the basis of present knowledge. With your permission, I therefore should like to discuss the dimensions and directions tha t we have in mind for these programs over the next few years.
With  respect to the United  Nations Special Fun d and technical assistance program, our representatives at the last pledging  confer­ence indicated a hope tha t the goal of $150 million for these two programs would be reached within the next few years. The U.S.
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Government would match 40 percent of contributions of other gov­
ernments in order to achieve this targe t—a formula  discussed in detail 
with the Congress last year.

For the calendar year 1962, we originally estimated that  other 
countries would put  up about $60 million, so we asked for $40 mil­
lion. In fact, our many partners in these important programs will 
be contributing close to $67.5 million; and thus our contribution for 
the curren t calendar year will be around $45 million. The differ­
ence will come, as we indicated last year it might, from AID  contin­
gency funds.

Our present estimate is that  we will require $50 million in 1963, 
on the assumption tha t others will contribute $75 million. When 
the eventual goal is reached, perhaps  in 2 or 3 years, the U.S. Gov­
ernment would expect to contribute $60 million. This goal is an 
objective which can be reached in the next few years, especially in 
view of the U.N. decade of development which the United  Nations 
launched at the last General Assembly as a d irect consequence of an 
initiative by President  Kennedy in his address a t the U.N. last fall.

U .N . FU ND  FOR TIIF. CONGO

With respect to the United Nations F und for the Congo, the future 
is clouded with political uncertain ties in the Congo itself. For the 
time being we believe it to be in our interest to channel our economic 
assistance to the Congo through the Uni ted Nations. We would hope 
other governments will do likewise, and thereby limit or eliminate 
any danger of cold war competition when wha t is needed is a cooper­
ative development program. As you know, our economic assistance 
has been provided with a stipula tion tha t the amounts be used for 
U.S. purchases and subject to various other provisions of the AID  
legislation. The United Nations “umbrella” for assistance of this 
type should prevent unilateral action on the par t of certain govern­
ments whose objectives may not be the rehabil itation of the Congo 
but the penetrat ion of centra l Africa by political movements designed 
to undermine the political indpendence of the Congo.

U .N . RE LIEF  WORKS AGEN CY

In I he case of the United Nations Relief and Works Agency for 
Palestine Refugees, we do not clearly see at this time any sizable 
decrease in the amount of assistance we are making available to meet 
the minimum food, shelter, and other requirements of the refugees 
in the Middle Fas t. We have sought throu gh various other devices, 
as recommended by the Appropria tions  Committee several years  ago, 
to reduce the cash outlay by utiliz ing surplus foods and local cur ­
rencies available to the U.S. (Tovernment. We will continue and where 
possible expand the use of such techniques.

At the same time, we are working  very hard through the quiet but 
vigorous diplomacy of a special representa tive of the Palestine Con­
ciliation Commission, to break the  political logjam tha t prevents real 
progress in the repatriat ion or resettlement of the growing refugee 
population. The Congress has repeated ly and with growing im­
patience—and with good reason—called for action in this regard. We
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share the impatience, and we know that  the committees of Congress 
which have voted funds for Palestine refugees from year to year know 
as well as we do just how hard a nut  this is to crack.

u .n . ch il d ren’s fu nd

I do not expect any major changes in the level of U.S. support 
required to maintain the United Nations Children 's Fund, a program 
which has successfully assisted governments to carry out long-range 
health and nutrition  activities of benefit to the children and mothers 
of many underdeveloped areas. This  program is being financed 
through increasing contributions from other governments and private 
sources, and our hope is that the program can continue to expand 
without any increase in our contributions.

IN TER N A TIO N A L ATO M IC  EN ER GY  AG EN CY

In the case of the In terna tional Atomic Energy Agency operational 
program, we have not yet reached the stage where we can pull the 
whole of this voluntary contribution into the regular assessed budget 
of the Agency. As you may know, nations have established nuclear 
reactors fo r peaceful purposes in a number of countries and we believe 
it  to be in our in terest to provide technical assistance and train ing for 
the operation of these reactors until such time as governments them­
selves can provide the manpower and skills.

Moreover, th is year we have had to add to the IAE A operational 
program request some special funds that in previous years have been 
chargeable to the atoms-for-peace section of the bill. Yet, here as 
elsewhere, our object is to get legitimate new activities folded into the 
regula r budget of the International Agency not only because that 
reduces our share but also because it increases the international sense 
of financial responsibility.

WO RLD H EA LTH  OR GA NIZA TION

The special programs of the World Health Organization, you will 
note, have been markedly reduced from last year ’s appropriation  
request. Apart from the  voluntary contribution for medical research, 
no funds are being requested this year for voluntary contributions to 
WHO. For  malaria eradication, adequate funds are on hand to 
finance the program’s budget needs at their  current level until they 
are absorbed into the regular budget in 1964. A fiscal analysis of 
the community water supply program, which was part  of this appro­
priation last year, also indicated that it could move at an adequate 
rate of progress without new money in 1963.

IN DUS WA TE RS  AGR EE M EN T

Our partic ipation in the Indus Waters Agreement will continue 
throughout the 1960’s; this is only the second appropriation  request 
in a 10-year plan explicitly authorized by the Congress and familiar 
to this committee. Progress on this major under taking  has begun to 
accelerate; more refined engineering data has been assembled; con­
tracts for the first important works have been awarded—to two groups
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of American firms—and the callups for our share of the financing- 
have begun to increase.

As more precise specifications and plans are developed, we will be 
directing our attention to a close examination of their  financial im­
plications. Because of the close connection between the  Indus waters 
scheme and other aid to Pakistan and India , we think it might be 
useful in future years to show this as a pa rt of the  regional AID  p ro­
gram for south Asia, even though the financing of the plan technically 
takes the form of a contribution to an international organization, the 
World Bank.

There is one program for which we have no request for funds hut 
which we expect will be firmed up in the course of the year.

I am ment ioning this specifically because the committee has, with 
good reason, wanted to know what is likely to come up so that  there are 
no surprises between the two branches of our Government.

WORLD FOOD PROGRAM

This is the world food program—which is a 3-year experimental 
program now being planned  with the United  Nations and the Food 
and Agriculture  Organizat ion. It is designed to meet emergency 
food requirements result ing from chronic malnutrition, school lunch 
needs for children, and development activities which can be financed 
directly or  otherwise throu gh the provision of food.

From our poin t of view, this is also a pa rt of the food for peace 
and constructive use of  surpluses.

NEED FOR ADMINIS TRATIVE IMPROVEM ENTS

We will he back up here consulting with you when the plans for 
this program are a little  farther  along, for there may be a need for 
some AID funds for this program during fiscal year  1963.

These are the prospects as we currently see them as far  as the levels 
of programs are concerned. Getting these programs going and ex­
panding them to these levels has been the main task of the interna­
tional agencies over the past 10 to 15 years. But they are now ente r­
ing a new phase.

In this second phase of the life  of intermitional organizations, there 
is a need for a good deal of admin istrative t idying up—for a clarifica­
tion and streamlin ing of functions—for more rapid improvement in 
coordination, particularly  in the field but also at headquarters level. 
These are still relatively new organizations taking on unprecedented 
tasks of enormous complexity.

The growth of these institutions, all of which in historical perspec­
tive are still in thei r infancy, is a major success story. They have 
proved tha t they can surv ive; they have endured the ir early growing 
pains;  and they have acquired what is, on balance, an extraordinary 
capacity to tackle jobs of huge dimension and great promise. To re­
store order to a nation far  gone into chaos and civil war; to patrol a 
contested area for 5 years with but a single incident; to work toward 
the e radication of crippling  diseases; to oiler newly emerging nations 
support for their  own organization of technical assistance; to plot a 
worldwide weather repor ting system; to offer a fighting chance to tens 
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of  mil lion s of  ch ild ren;  to assem ble scient ists  f rom  all ove r the world  
in a search fo r new sources of energ y—these are  some of  the  many 
ass ignments  of intern ational agencies, most of which are  less than  10 years  old. Some  of  them alr eady  hav e wr itten  s tor ies  of  s tr ik in g suc­cess. I would  hope  th at  in ou r very prop er  concern fo r pr ud en t use of public f unds,  we l>ear in m ind  that while these  are o ut rig ht  con tribu ­
tions they also are  investm ents. Our  contr ibu tions  serve as seed money th at  at trac ts  othe r contr ibu tions.  An d thes e investm ents 
promise enormous re tu rns—not  only in ma ter ial  wea lth in the  fu ture  
but  in ord erly pro gress and stab le peace.

It. seems to  us that  we are  a t a wa ter shed  stage in the d eve lopment of 
t hese ins tituti ons.

The De pa rtm en t of St ate has  t he refore  sta rte d,  in cooper ation w ith  
the  Bureau of the  Budget and the  Civi l Service  Commiss ion, a 
manag ement  improveme nt proje ct which  will  look  a t the  stal ling  and  financial manag ement  of several of  the  la rg er  in tern at iona l org aniza-  t ions to which  the U ni ted  S tat es  is  a p rin cipa l co ntr ibuto r. A system­
atic  review of the  whole  ran ge  of  ou r rel ati on sh ips  in these two 
areas wi th the  U.N. and the  s pec iali zed  a gencies has  been star ted and  we are invi tin g a n umber  of  p riv at e citizens, wi th experie nce  in  l arge- scale manag ement  and special in ter es t in in ternat iona l org ani zat ion s, 
to adv ise  with  us and wi th the  special  ful l-t im e staf f of  the  manag e­ment  imp rovement  pr oje ct fo r th is  purpose.

We wa nt  to be ce rta in  th at  we are equ ipped to pro pose the  very  best qual ified Am eric ans  fo r those positions in in ter na tio na l orga ni ­zations  in w hich U.S. citi zens can m ake  a s ign ific ant  co ntr ibu tion. We 
con sider th is especia lly im po rta nt  in view’ of  the  legi tim ate  inte res t 
of the  Asian and  Af ric an  countie s th at  th ei r na tio na ls receive ad di ­
tion al posts, and  in view of  t he  ste pped-up effo rts of  the  Com mun ist bloc to influence  the  develop men t of  the  Se cre tar y of  the U.N . and  its rel ate d agencies.

IM PR OVEM EN T OF  FIN A N C IA L  M A NAGEM EN T

We a re also th roug h th is proje ct taki ng  a ha rd  look at the financ ial 
management  of these in ter na tio na l org aniza tions.  We are  concerned  to find ways in whi ch we and the  othe r main contrib utor s can par­
tic ipate in more  det ail  ea rli er  in the  d ifferi ng  bu dg etary processes of 
each  of these  agencies. Th ere  is a need to  work out  closer control  over budge ts and exp enditure s, all alo ng the l ine.

Inclu ded in th is new surv ey, of  course, is the question of be tte r fo rw ard plan ning  fo r the  financ ing  of the in tern at iona l agencies and  
the  need fo r the  mos t vigorous possible effo rts fo r the  collection  of arr ea rag es.

Even befo re un de rta king  th is  det ailed stu dy , financed unde r a gr an t from the Pr es iden t’s manag ement  imp rov ement  fun d, we have 
moved du rin g the past ye ar  to imp rove financia l procedures, in line w ith  previous comments of  members of th is com mit tee.  A few’ ex­amples m ay be of  in terest.

U.N. economic assistan ce to the  Congo : In  th is  pro gra m,  we are 
ma kin g a specia l effort to strength en  the  aid  plan ning  and  financial  
con trol  arr angeme nts  w’ith in  th e Congolese Gover nment , to  ha ndle the  
economic deve lopment pro gra m and manage effective ly the  use o f the
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resources available to the Congo, through the U.X., from a number of 
sources. Moreover, to reduce the effect of the program on the I .S. 
balance of payments, all U.S. contributions to the financing of com­
modity imports have since July  1961 been restricted to U.S. sources 
of procurement.

UN RW A: In  response to suggestions in this committee, the United  
States is increasing the Public Law 480 component of our contr ibu­
tion to $7.5 million. In addition, we are helping our balance-of- 
payments situation by making payment of $4 million of our contribu­
tion in United States-owned Eg yptian pounds.

The International Atomic Energy Agency: A special committee 
headed by Dr. H enry D. Smythe, the dis tinguished nuclear physicist, 
has recently reported  on i ts review, undertaken at the request of the 
Department of State, of the future direction of the International 
Atomic Energy Agency, and of the U.S. interest in it. The fiscal year
1962 $2 million bilate ral gran ts program (which included $161,500 for 
Inte rnat iona l Atomic Energy Agency) has been eliminated as sepa­
rate atoms-for-peace legislation and the United States is concentrat­
ing technical assistance in the field of atomic energy through  the 
Internatio nal Atomic Energy Agency, with a resulting reduction in 
this object of expenditure from $2 million to $500,000. The United 
States is working with the British to b ring about the consolidation of 
the agency’s operational  budget, which is supported by voluntary 
contribut ions in cash and kind, with the regular assessed budget so 
that  our cash contribution to the agency can decrease from 50 percent 
to just over 32 percent.

U.X. technical assistance: In the U.X. technical assistance program, 
we have established a cutoff date 2 years following the close of a given 
U.X. fiscal year for making matching payments against the contribu­
tions of other governments. By encouraging greater contributions 
from other members, the United States has reduced its percentage 
share of total contributions to the expanded program of technical 
assistance from 60.65 percent in 1952 to the present 40 percent, during  
a. period when the total program has undergone a sharp increase. I 
have already noted the same favorable trend  in the management of 
our participation in the U.X. Children’s Fund.

Use of economy air tr av el: The United Sta tes is leading a campaign, 
through  our influence in the budgeting process, to require the maxi­
mum use of economy air  travel by personnel of the U.X. system. The 
WHO at its own in itiative  has saved some $500,000 from its fiscal year
1963 regular program bv the revision of its travel regulations  and a 
similar economy move is being recommended for the whole U.X. 
budget at the General Assembly this fall.

These are some of the ways in which we have moved, in specific 
cases, to reflect in the management of our partic ipation in these agen­
cies a continuing professional concern with businesslike review and 
control procedures. The fact that in interna tional  organizat ion af­
fairs  we do not spend the money ourselves makes this a peculiarly 
difficult and extremely interesting problem in professional manage­
ment. As the major “stockholder” in these international agencies, 
the United  States  has  a very special responsibility (both to the U.S. 
taxpayer  and to our position of leadership) to play a leading par t not 
only in developing their technical programs but also in improving the 
way they are managed.
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tliink that  three have been made this year under section 202(b ). They 
have either been made, or are in the making, and they are in Pak istan,  
Tunisia, and Tanganyika. Is the latter a British possession at this 
time ?

Mr. Gaud. I th ink it is an independent country.
Mr. P assman. So f ar as the Congress is concerned, we appropria te 

money to a plan. Only afte r the money has been appropria ted does 
the agency firm up the purposes for  which the money is to  be spent; is 
that  a statement of fact ?

Mr. Gaud. I would not express it that  way.

SPEC IF IC  PR OJE CTS  TO BE FIN A N C E D  DETE RM IN ED AF TE R APP ROPR IA TI ON

Mr. P assman. But, do you have specific programs and projects for 
which your money is going to be spent before the appropriation is 
made, or aft er ?

Mr. Gaud. We have projects for which we obligate it.
We do not decide on the project until afte r the money is appro­

priated.
Mr. Passman. Can you tell us specifically what programs and proj­

ects in Tanganyika-----
Mr. Gaud. Ask me about Pakistan. Tanganyika is not in my area.
Mr. I ’assman. All r igh t. We are going to stick to the three, because 

you have Mr. Miller supporting  you.
If you can give us a list, of the firm projects, we shall accept them, 

if you cannot, we are going to have to accept the answer th at so fa r 
as the Congress is concerned, we make the appropriation and only 
afte r you have received the appropria tion do you enter into firm 
commitments, as they would apply to projects and programs within 
a country.

Mr. Gaud. That is certainly  true as far  as firm obligations for 
projects.

Air. Passman. That is good enough. I do not think  the Congress 
has understood it that way, however.

I ndus Basin Development Program

The estimate for fiscal year 1963 for the Indus Basin development 
program is $30 million ?

Mr. Gaud. Tha t is right .

LO CA L CURRE NCY  PR OG RA MIN G

Mr. Passman. In addition to the $30 million requested, are you 
programing  any local currencies for the Indus  water basin?

Mr. Gaud. Yes. Some Public  Law 480 rupees will be used in 
addition.

Mr. P assman. Can you give us the amount ?
Mr. Gaud. I do not have the figure with me.
Mr. Passman. Could the controller tell us ?
Mr. T ennant. I do not have the local currency figures.
Mr. Gaud. I can give you an estimate of $46.4 million worth of 

rupees. I overlooked tha t, I am sorry. It  is $30 million and $46.4 
million worth of rupees. Tha t is the estimate for fiscal year 1963.
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COST ES TIM ATES  RE VISED BY WORLD  BANK ST UDIE S

Since the time when this agreement was originally entered into, the 
World Bank has gone forward and has obtained more precise and 
specific engineering estimates and studies than were available at the 
time the agreement was entered into.

As we said in our congressional presentation this year, it seemed 
pretty clear at tha t time when this was prepared that the figure of 
$1,092.4 million would not be sufficient to cover the cost of the entire 
works contemplated by the original program.

As of today, and for the last 2 or 3 months, negotiations have been 
going on between the Bank and the member nations and Pakistan to 
revise the works which will be covered by this agreement.

Those negotia tions have not vet been completed. Therefore, we do 
not know what works will be included. We therefore do not know 
what the ultimate cost will be. That is why I  say I  am unable a t the 
present moment to say what the total cost will be.

However, as of now. the executive branch of the Government has 
not committed itself, nor has any other member of the consortium com­
mitted itse lf to going beyond the original  commitment.

E FF ECT O F FA IL U R E  TO  M EET A N  IN CR EA SE D E ST IM ATE

Mr. Passman. Would it follow, Mr. Gaud, with the two segments 
you mentioned being $1,064 billion, if it required an additional $500 
million, say, to complete, it would be too late then to back o ut : would 
it not ?

Would you not destroy all the good that  had been accomplished 
if you went that  far  and did not go through with it ?

Mr. Gaud. It  would be very awkward if the World Bank does not 
work out some arrangement that is satisfac tory to Pakistan. At the 
bottom of this whole th ing, as you know, is a very serious political 
issue between Pakistan and India.

D IF FIC U LT IE S OF  FU N D IN G  AUTH ORI ZE D DO M ES TIC PU B L IC  WOR KS  PR OJE CTS

Mr. Passman. Yesterday morning, the full committee considered 
the public works appropria tion bill. Members of the  committee were 
pleading to get just, “peanut money” fo r some project  that had been 
justified as favorable as fa r as the benefit-cost ratio  was concerned. 
Some of these items were in the budget but were voted down.

Mr. Andrews. And authorized since 1946.
Mr. Passman. I asked the gentleman from Iowa, Mr. Jensen, who 

was addressing the committee at  th at time, “Is it true  that the Com­
mittee on Appropriations cannot recommend funds until the project 
has been authorized ?”

His reply was, “Yes.”
I asked, “And it would have never reached a point of authorization 

until it was established that the  benefits would exceed the costs?”
“That is true,” he responded.
I asked, “I t requires about 7 years to reach a point where you have 

an authorization?”
Then T asked, “Is it true  tha t you are necessarily satisfied to get 

one small slice of the total cost, in the way of money ?”
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I To answered, “That is true .”
I asked, “Almost without exception, the project must, lie within 

the budget?”
“That is true,” he replied.
I asked, “Are we not  considering some projects today that  were 

authorized 20 or 30 years ago ?”
He responded, “That is true.”
So we do have a double standard, one for America and one for 

foreign countries. Several of your counterparts, at least two, agreed— 
one, an engineer, was very positive—tha t this would be a better pro­
gram if we should follow the American criteria in hand ling these 
projects.

By not having such criter ia for projects abroad, we run into in­
stances where the completion cost would be as much as 600 percent 
of the original estimate.

There was a case, for example, where they were putting down con­
crete. They found out later tha t, because of certain conditions, it 
would be better to have an ear then dam. There were similar mistakes 
worldwide simply because of our haste to get money obligated and 
get projects started.

As we si t here this morning, we are dealing with at least a $1 bil­
lion project, and we do not know how firm that  estimate is. It  may 
skyrocket above that amount at  some subsequent date.

The time has come to get this program  under control.
If  there is a new estimate, give it to us.
Mr. Gaud. Yes.
Mr. Passman. What sum was appropria ted for this purpose last 

year?
Mr. Gaud. Fiscal year 1962 ?
Mr. Passman. Yes.
Mr. Gaud. The total was $34.5 million in grants and-----
Mr. Passman. What amount did the Congress appropriate ?
Mr. Gaud. Last year we estimated that $16.9 million would be re­

quired in fiscal year 1962.

PROGRESS TOWARD COMPLET ION

Mr. Passman. If  we speak in terms of completion, how far  ad­
vanced is this project ?

Mr. Gaud. The whole ?
Mr. P  assman. I am talking  about construction, earth moving, and 

so forth.
Mr. Gaud. The whole thing  is not to be completed until 1970. At 

the present time the bank has let contracts in the amount of $482 
million.

FI NANCIN G PRO JEC T FOR 1962

Mr. 1 ’assman. What amount did the Congress approp riate for the 
project last year?

Mr. Gaud. $16.9 mill ion was requested.
Mr. Passman. Did you supplement the appropria tion with addi- 

t ional funds from any other source ?
Mr. Gaud. We did.
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Mr. Passman. By what amount ?
Mr. Gaud. To a total of $34.5 million.
Mr. Passman. I lave you expended those funds ?
Have checks been drawn ?
Mr. Gaud. Y es. We have expended them in this sense. The 

amount which we put up each year on our overall commitment de­
pends upon the calls tha t are made on us by the World Bank. As far 
as internal AID  accounting is concerned, we consider the moneys ex­
pended when we write a check and send it to the World Bank. This 
whole $34.5 million has been expended in that  sense. I do not mean 
to suggest it has been spent by the World Bank.

Air. P assman. If  you had  not have had this—I am not going to use 
the word “flexibility"—looseness in this program, you would have had 
to wait until this year to get an appropriation to meet the commit­
ment ?

Mr. Gaud. If  we had been unable to find these additional funds, we 
could not have met the Bank 'scall .

Air. P assman. You underestimated your needs for fiscal 1962 by 100 
percent ?

Air. Gat’d. Let me put it this w ay: AVe act on the basis of calls made 
upon us by the Bank, and just as our request for an appropriation,  
that  is made-----

Air. P assman. We have members on the Bank board ?
Air. Gaud. Oh , yes.
Air. P assman. Does it not follow that the Bank could have withheld 

tha t call unt il this year? The money has not been expended.
Air. Gaud. Under the Indu s Works Agreement, there will be two 

call dates, one is October 1 and the other is April  1. The request for 
the additional money came in the April call.

Mr. P assman. Do they have any flexibility, or are they hard-boiled, 
rigid  bankers?

Air. Gaud. I think it would depend upon the part icular situation 
and the part icular time as to how badly they needed the money.

Air. P assman. T am not a bett ing man. but I will make a wager that 
the money on hand has not been expended.

Air. Gaud. That is true.
Air. P  assman. That fact indicates there was a little  haste, regard­

less of how it came about. The amount funded was double what Ihe 
Congress appropriated.

Air. Gaud. I can give you some figures.
Air. Passman. AVe can insert the figures in the record. AAV want 

something specific.
Air. Gaud. I would like to give you something specific. The most, 

specific thing I  can do-----
Air. Passman. We appropriated $16.9 million, did we not ?
Air. Gaud. That is correct.
Air. Passman. You actually obligated $34.5 million?
Air. Gaud. AAV obligated it.
Air. P assman. You funded it, which means that  the actual amount 

of money funded was double the amount the Congress appropria ted?
Air. Gaud. That  is true.
Air. Passman. From what source did you get those funds?
Air. Gaud. I believe Air. Coffin has covered this in his testimony.
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Mr. P assman. He is not testifying this morning.
Mr. Gaud. I am not closely involved in the allocation of funds.
I know part of the answer.
Mr. Passman. Can we get the complete answer?
SOURCE OF SU PPLE ME NT AL  FU ND S TRANSFERRED TO IN DU S PRO JEC T

May I ask the Controlle r to  give us the source of additional funds that were transferred to the Indus Wate r Basin last year?
Mr. Tennant. Well-----
Mr. Passman. I believe we have found it. Is it all right for Mr. Cleveland to give it to us? Wh at funds and from where ?
Mr. Cleveland. The appropriation request was $16.9 million. The buildup of the $34.5 million, which was the total amount obligated, is the following: $23,572,000 of  new obligation authority under the con­tributions to the internat ional organizations’ appropria tion ; $7,264,000 as a transfer under a Presidential determination from the development grant  fund within the AID  appropriation : $3,382,000 of new obliga­tional authori ty from the contingency fund.
Mr. P assman. Let us not confuse new obligational authority . You took these moneys out of other appropriat ions ?
Mr. Cleveland. Out of other parts  of the AID appropriation .Mr. Passman. Specifically appropria ted to development grants, or suppo rting assistance, or the  contingency fund, or military  assistance; is tha t right?
Mr. Cleveland. I think, Mr. Chairman,  it was appropriated to the Presiden t as pa rt of the AID appropriation under conditions of flexibility.
Mr. P assman. We know it came out of the  appropriations. Specifi­cally, we want you to tell us from what other specific appropriations.Air. Cleveland. That  is what I am telling  you.
Mr. P assman. You a re tying  i t up with some kind of new obliga­tional authority.
Mr. Cleveland. I am using the committee’s terminology of “new obligational authority.”
Mr. P assman. We know tha t we gave you new obligational au­thori ty, and it is listed here in Report No. 1107, on page 5. Your new obligational authority was $16.9 million for the Indus water project. And it was specifically set out in this report with a critical statement on page 6.

MI LITA RY  ASS ISTANCE TRANSFERS

Did you transfer anything  out of the military assistance program?
Mr. Cleveland. Fo r this program, directly, no.
Mr. Gaud. I beg your pardon. I believe the answer is “Yes.”
Mr. P assman. Mr. Cleveland says no, and you say yes.
Mr. Cleveland. The transfer  to this  program was from the three sources I mentioned, plus a small reobligation of a deobligation from a prior  year.
There was a t rans fer from the milita ry assistance program into the contributions  to the internat ional organizations appropria tion.
Mr. Passman. How much, sir ?
Mr. Cleveland. $9.5 million.
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Mr. P assman. You transferred $9.5 million out of military as­
sistance into the U.N. fund?

Mr. Cleveland. The President did.
Mr. P assman. The President delegates tha t authority ?
Mr. Cleveland. No, sir. He made this  determination personally 

in a memorandum to the Administrator of AID.
Mr. P assman. Upon request, I presume?
Mr. Cleveland. Upon the advice of his staff.

CO N TIN G EN CY  FU N D  TR AN SF ER S

Mr. Passman. Was there anything out of the contingency fund?
Mr. Cleveland. Yes.
Mr. Passman. How much?
Mr. Cleveland. The amount for the Indus-----
Mr. Passman. We want to get what you trans ferred into this ac­

count. You are put ting  it in one end of the bathtub and draining  it 
out of the other.

Now te ll us how much of the contingency fund went into this con­
tribution .

Mr. Cleveland. There are two amounts transferred from the con­
tingency fund into the account for contribut ions to internationa l or­
ganizations. One is one I have given you, $3,382,000.

Mr. P assman. Out of what fund was tha t amount ?
Mr. Cleveland. The contingency fund. The other  is the amount of 

$5 million transfer red out of the contingency fund into the contribu­
tions to international organizations appropriation for the U.N. Tech­
nical Assistance and Special Fund.

T have a spread sheet that  shows these figures.
Mr. P assman. What else did you transfer?  Any other appropr ia­

tions into it?
Mr. Cleveland. I have mentioned them all.
Mr. P assman. Let us get the total of these three figures.
You transfer red out of other appropriations into the U.N. $17,882,- 

000, did you not ?
Mr. Cleveland. That  is the buildup of the figures for the Indus 

project.
If  you want a total for the difference between the figure in last year’s 

appropriation and the figure that  was actually spent through the con­
tributions to internat ional appropriations, this year, taking all the 
pluses and minuses into account, tha t figure is $25.4 million of added 
obligations under the appropriation for contributions  to international 
organizations.

U SE OF  M A I’ FU N D  TR AN SF ER

Mr. P assman. For what purpose did von spend the $9.5 million 
transferred from the mil itary assistance program ?

Mr. Cleveland. For the United  Nations Economic Fund for the 
Congo.

Mr. P assman. All of it ?
Mr. Cleveland. All of it.
Mr. P assman. There is going to be a conflict in testimony, but that 

Avill not be unusual.
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Specifically, fo r what purpose did you use the $5 million? Was it 
for U.N. technical assistance ?

Air. Ci .eveland. The addit ional matching under our formula.
Mr. Passman. You have narrowed it down to the point tha t you 

only have $3,382,000. Tell us where you get the rest of the money.
Mr. Cleveland. For the  Indus Waterways ?
Mr. P assman. You have increased the funding by $17.6 million for 

the Indus water project?
Mr. Cleveland. Yes.

SOURCE of remaining increase in funding

Mr. I ’assman. And you trans ferred from three other appropr ia­
tions, mainly military assistance, the contingency fund, $17,882,000, 
but you spent the  $9.5 million direct ly for economic aid in the Congo, 
and you spent $5 million from the contingency fund for technical aid; 
and that leaves only $3,382,000 that  you can apply to the increased 
funding of $17.6 million, which leaves now $14,218,000.

Where did you get tha t money ?
Mr. Cleveland. Again, I would suggest you examine this table 

which I think sets it fo rth quite clearly.
(The table fol lows:)
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Mr. Passman. I am not asking an unfai r question ?
Mr. ('leveland. You are asking a very fair question.
Mr. Passman. Tell us the source of the $14,218,000, without getting 

into a lot of complicated figures.
Mr. Ford. Does the  Secretary have a copy of th at spread sheet (
Mr. Cleveland. I do. 1 will recapitula te the total obligations.
Mr. Passman. We have them righ t here. Is this what you are going 

by?
Mr. Cleveland. By the total actual obligations recorded th is fiscal 

year.
Mr. Passman. This is the basis upon which we appropriated the 

money. Will you have a look a t our report ? I wonder if you have 
read it.

Mr. Cleveland. I certainly have.
Mr. Passman. Are you familiar  with the figures ?
Mr. Cleveland. Yes.
Mr. Passman. Tha t is how we got it through the Congress, with 

these figures.
Did you take money out of any of the accounts listed on page 5 

for the Indus  projects?
Mr. Cleveland. There were a number of internal  adjustments. 

These were not line item appropriat ions. The appropriation was in 
one lump sum by the Congress.

Mr. Passman. You justified it  on the basis th at we have it here in 
this report ?

Mr. Cleveland. Yes, indeed.
Mr. Passman. Does that fact not mean anything?
Mr. Cleveland. It  means a great deal, and we take it very seriously.
Mr. P assman. Somewhere you picked up $14,218,000, and we want 

to pin it down. From what accounts did you get the  $14,218,000 ?
Mr. Cleveland. I will have to go through  and compare item by 

item in tha t list.
Mr. Passman. You take your time—let’s not confuse this with a 

lot of other figures. We want to know from what accounts you got 
the $14,218,000.

Mr. Andrews. $17.6 million, is it not ?
Mr. Passman. They accounted for $3,382,000.
Mr. Andrews. Out of the contingency ?
Mr. 1 ’assman. Yes.
Mr. Cleveland. If  you want to stick to the Indus waters first.
Mr. Passman. Tha t is why Mr. Gaud is here. We are talking about 

the Indus waterway. We want to know where you got the $17.6 
million. You gave us $3,382,000 out of the contingency fund. Tha t 
leaves $14,218,000?

Mr. Cleveland. Bight.
Mr. Passman. We want to know where you got it.

TRA NSFER FROM DEVE LOPM ENT GRAN T FUNDS

Mr. Cleveland. $7,264,000 came as a transfe r from the development 
grant element of the AID appropriation.

Mr. Passman. That was not originally an appropriation to the 
U.N.?
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Mr. Cleveland. That was not originally  an appropr iatio n for con­
tributions  to interna tional organizations.

Mr. Passman. Why would you not add tha t amount ?
Mr. Cleveland. We would, al though I want to make clear tha t the 

Indus water is not a U.N. problem.
Mr. Passman. Why would you not add tha t sum to this figure? 

You have given us three categories.
Mr. Cleveland. The figure trans ferred from development gran ts 

that  I am giving you is a part  of your $17.6 million.
Mr. Passman. How much was transferred out of development 

grants?
Mr. Cleveland. $7,264,000.
Mr. P assman. Let  us subtract th at sum from the $14,218,000. Can 

you tell us where you got the other $6,954,000 ?

DEO BLIGAT ION-REOBL IGATION OF PRIOR YEAR CO NT INGE NC Y FUND S

Mr. Cleveland. $282,000 came from deobligation of p rior year con- 
tin^encv funds reobligated for this purpose.

Mr. P assman. Then, you had three trans fers out of the  contingency 
fund into the V.N.?

Mr. Cleveland. T think,  str ictly  speaking, they trea ted the obliga­
tion throu gh a different procedure than they would have, had all 
amounts been taken from the contingency fund.

Mr. P assman. That is what we are trying to find out, what kind of 
juggling goes on. You had three trans fers out of the contingency 
fund?

Mr. Cleveland. There were three transfer s into  th is appropria tion.
Mr. P assman. Were they out of the contingency fund  ?
Mr. Cleveland. They were not all out of the contingency fund. 

One was out of this year's contingency, one was deobligated funds from 
a prior  year’s contingency, and one was from development grants.

Mr. P assman. Deobligated during last year ?
Mr. Cleveland. Dur ing fiscal year 1962.
Mr. P assman. Can you tell us what project you deobligated?
Mr. Cleveland. T would have to get that.
Mr. P assman. You understand  why we are asking these questions?
Mr. Cleveland. I understand very well.
Mr. P assman. This gives you an idea of how complicated this is.
Mr. Tennant. Tt probably was a collection of projects, Mr. C hair ­

man. I am sure T cannot identify the specific project.
Mr. P assman. In the amount o f $282,000?
Mr. T ennant. Yes, sir.
Mr. P assman. From what source did you get the other  $6,672,000?
Mr. Cleveland. From reductions in other items.
Mr. Passman. Specifically what accounts? You have a copy of 

the report before you ?
Air. Cleveland. I do.
Mr. Passman. Which accounts?
Mr. Cleveland. Let’s take them in order. Do you want to take 

them in the o rder they are here ?
Mr. P assman. Surely.
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Mr. Cleveland. U.N . technica l ass istance  was the  same. We obli ­
ga ted  the  $40 mil lion  a nd then add ed to it from the  cont ing enc y fun d, 
as I mentio ned  befo re.

TRANSFERS FROM  U .N . CONGO OPERATION

U.N. Congo, mili ta ry  opera tions,  the figure in last  ye ar 's pre sen ta-  
l.ion was $27 million and  the  figure ac tual ly  obligat ed was $20,256,000.

Mr. P assman. Now we are  ge tti ng  places.
Mr. F ord. Wha t was th e f igure  you ac tua lly  ob ligated ?
Mr. Cleveland. $20,256,000, t he  bottom figure. I f  you will follow 

th at  table, I th ink you will find it is the  botto m line  of the  table.
Mr. P assman. It  ba lances out  ju st about t o th e penny.
W ith  reference  to the  U .N.  Congo opera tions , th at  money came out  

of t he m ili ta ry  ass istan ce p rogra m,  did i t not?
Mr. Cleveland. No, si r;  the  tr an sf er  of $9.5 million from the  mi li­

ta ry  ass istance  program  was fo r the  U.N . Econom ic Fu nd  fo r the  
Congo.

Mr. P assman. You said you tran sf er re d from the  mili ta ry  ass ist­
ance prog ram to the  Congo economic assistan ce item $9.5 mill ion. 
Now at a subsequent da te—where  we gave  you $27 mi llio n—th at  is 
what you  allo cate d fo r m ili ta ry  ass istance  in the  Congo, and  you 
tra ns fe rred  that  $6, 744,000 back into the U.N ., and  then tra ns fe rre d 
th at  money into the  In du s water  pro jec t. You  too k two  or  three  
detour s, bu t you wound up  tr an sf er ring $6,744,000 out  of  the  m ili ta ry  
assi stan ce prog ram  to  the In du s wa ter wa ys ; is th a t no t the  way it 
add s up  ?

Mr. Cleveland. Th at  is not  the way  it was done. Bu t in a sense, 
all Tr ea su ry  funds are  fu ngible .

I said th at  the  mili ta ry  ass ista nce  tr an sf er  was to the U.N . Ec o­
nomic  Fun d fo r the Congo . B ut the  figure we were speaking  abou t 
a minute ago was fo r U.N . Con go mili ta ry  opera tions , which is a 
diff erent accou nt.

Mr. P assman. You tra ns fe rred  $9.5 mil lion  out of  the mili tary  as­
sista nce  p rog ram  into  the  U.N . ?

Mr. Cleveland. In to  the------
Mr. P assman. In to  the U ni ted Nations?
Mr.  Cleveland. In to  th e U.N . Econom ic Fun d fo r the  Congo.
Mr. P assman. It  went th ro ug h the U.N. ?
Mr. Cleveland. It  has been obligated fo r th at  pur pose.  It  has  not 

all been act ua lly  spent.
Mr. P assman. I t was ob ligate d?
Mr. Cleveland. Yes.
Mr. P assman. You have on ha nd  close to $7 b illi on uns pen t.
Then, at a la te r date, you  tra ns fe rred  out of  the  $27 mil lion  

or ininall v listed fo r mili ta ry  opera tions  in the  Congo the  sum of 
$6,744,000?

Mr. Cleveland. Yes, sir.
Mr. P assman. Th is $6,744,000 d id go int o th e In du s Bas in pro jec t, 

did  it not?
Mr. Cleveland. Not  di rect ly : it was one of  t he  m inuse s, that  is one 

of the  places  where we made red uctions in the prog ram and when
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you add up all the reductions, you are in a position to make a sub­
stantia l plus for Indus  waters within the same appropriation .

Mr. P assman. We are go ing to find out where you got this  money. 
Mr. Rhodes. Would it help if you got the dates of the various 

trans fers in the record ?
Mr. P assman. We are going to do that. However, we want to find 

out where they got the money, from what accounts.
Mr. Cleveland. I did not complete the inventory of the minuses 

that  go to make up the pluses in taking the year as a whole into 
account.

RE IMBU RS EM EN T 0E  DEFENSE DEP ARTMENT FOR CONGO OPERATIONS

Mr. Ford. On this point, as I understand the testimony, the Con­
gress made available for the U.N. Congo military  operations for fiscal 
year 1962 $27 million.

Sometime during the fiscal year a decision was made to obligate for 
U.N. Congo military operations  only $20,256,000, or $6,744,000 less 
than what we made available.

Now I  have in my hand here a statement from the Department of 
Defense of costs incurred by the Department of Defense as of June 30, 
1962, in support of the ILS. operations in the Congo, which shows 
the amount of the cost for the Air  Force, the Army, the Navy, the 
payments made to them for services rendered and the amount unpaid. 
The balance owing of billed costs for all three services as of June 30, 
1962 is $25,064,600.

Mr. Cleveland. Of which $10 million has since been paid.
Mr. F ord. But what confuses me is, you did not use $6,744,000 of 

money Congress gave to the executive branch for the U.N. Congo 
military operations at the same time our Defense Department was 
not paid for services rendered as of June 30 to the extent of 
$25,064,600. What kind of shenanigans are going on around here?

Mr. Cleveland. The Defense Department is not performing these 
services and providing these supplies to the Department of State. 
It  is providing the supplies to the U.N.

Mr. F ord. This money is to the U.N., $27 million, through the De­
partment of State.

Mr. C leveland. But the two are quite different accounts.
Mr. Ford. But they are all tax dollars.
Mr. Cleveland. Sure. The Defense Department is doing work for  

the U.N. in connection with the Congo milit ary operation, airli ft, and so on.
Mr. Ford. Sure.
Mr. Cleveland. And the U.N. pays the Defense Department from 

time to time against its bills, as i t jus t did the other day with a $10 
million check to pay for those services.

Now, as a wholly separate question, the U.N. collects from all gov­
ernments, including us, assessed and voluntary contributions that go 
into the ad hoc Congo account from which these payments are made 
to the I .S. Defense Department and other organizations that are doing work for the U.N.

Mr. F ord. Except we always end up on the short end of the deal.
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Mr. Cleveland. We do not always end up on the short end of the deal.
Mr. Ford. We certainly did on this one.Mr. Cleveland. We ended up where we expected to end up.

JU ST IFIC AT IO N FOR FINAN CI AL PROCEDURE

Let me clarify why less was used this last fiscal year than was anticipated.
The estimate of $27 million was the amount we expected to make available out of fiscal 1962 money for voluntary contribut ions to the U.N. for the Congo military  operation for the period November 1961 through September 1962, and for par t of the period Janu ary  through October 1961.
In fact, as you know, we went through only half the year , to June 1962, the period for which assessments were made and a voluntary contribution pledged. Consequently, we needed only 8 months’ worth of money instead of 11 months’ worth because, af ter Jul y 1, 1962, as we were discussing yesterday evening, the financing of the  U.N. mili­tary  in the Congo goes on a different basis and is presumed to come out of the sale of U.N. bonds.
Therefore,  we did not need the whole year’s money of voluntary contributions to do the share we had indicated we would do, and we therefore did not transfer  it to the U.N. We therefore used it, within the flexibility th at this committee and the Congress have pro­vided in the A ID bill, fo r other worthy purposes within the terms of our testimony and of tlie AID bill last year.Mr. Ford. Bearing in mind the obligations which have been sub­mitted bv the U.S. Department of Defense, which as of June 30, 1962, totaled $28,630,000, why would it not have been bette r to take that  $6,744,000 and transfer  it direct ly to the Defense Department?Mr. Cleveland. That would have involved the use of the Presi­dential waiver authority which has come under a good deal of cri ti­cism in the past; that is, giving services and supplies to the U.N. and not charging for them, which was done in 1957, and a considerable hur rah  developed.
Mr. Ford. I think  there will be considerable hurr ah about the way this has been handled.
Mr. Cleveland. This is a very businesslike way of doing it. They perform their  services for the U.N., they bill the U.N., and are paid by the U.N.
Mr. P assman. If  I had my way, you people would operate accord­ing to a system, and you would not be juggling the figures all over the waterf ront.
Mr. Cleveland. May I submit for the record the table ?Mr. P assman. We are not goinjg to get this all mixed up, more than it already is. You are drawing in at one end of the tub and taking it out at the other end.
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1 9 6 2  APP ROPR IA TI ON FOR CONTR IB UTI ONS TO IN TERN A TIO N A L 
OR GA NI ZA TION S

Now, you obligated out of the U.N. to the Indus  waterways last year 
$34,500,000: is that correct ?

Mr. Cleveland. That is correct, out of the international organiza­
tions chapter.

Mr. Passman. Did yon have a specific appropr iation  by the Con­
gress of $16,900,000 ?

Mr. Cleveland. No, sir.
We had a specific appropria tion by the Congress for $153.8 mil­

lion and one component in the illust rative  program was the item you 
mentioned.

Mr. Passman. If  you are going to testify  on that  basis, my fr iend, 
there is no use to pay any attention to your request. This committee 
will take care of it in the future.

We might as well adjourn the hearings if you are going to com­
pletely ignore what the committee says in its report. Regardless of 
how you may shuffle the funds, according to the committee's report, 
on page 5, approved by the subcommittee, full committee and the 
Congress, we did appropriate $16.9 million for the Indus waterways.

Mr. Cleveland. Yes, but you may recall the Senate last year did, 
in fact, in its bill divide up the authorization and voted individual  
amounts for individual programs. The House voted its authoriza­
tion in a lump sum and the  conference committee accepted the House 
version.

Mr. P assman. We appropriated $153,500,000.
Mr. Cleveland. Yes, sir.
Mr. Passman. As itemized in the list here ?
Mr. Cleveland. Yes, sir.
Mr. P assman. Did we make any additions or subtractions to i t af ter  

it left here ?
Mr. Cleveland. No, sir.
Mr. F ord. May I ask a question ?
Did the Senate in its bill actually itemize the programs as set forth 

here ?
Mr. Cleveland. As I recall, they did.
Mr. P assman. On page 5 o f the committee report , i t shows th at we 

appro priated $153,500,000 for the international organizations and 
programs.

Mr. Cleveland. Some of which are not U.N. agencies.
Mr. Passman. I am saying internationa l organizations and pro­

grams, which are under your agency.
Mr. Cleveland. Yes.
Mr. Passman. Directly  above t ha t figure we listed Indus  waters, 

$16.9 mill ion; is that correct ?
Mr. Cleveland. That is right.
M r.P assman. Mr. Gaud, is tha t your understanding of the original 

applicat ion?
Mr. Gaud. Yes, sir.
Mr. Passman. So, to keep the record straight,  the Senate did not 

break up the House's list of projects  and amounts.
On page 2 of the Senate bill, internationa l organizations and pro­

grams for expenses authorized by section 302, $153.5 million.
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Mr. Miller. Is th at the Senate Appropriations Committee bill, or the Senate Foreign Relations bill (
Mr. Passman. You are supposed to have read this bill. If  you have not read it you are behind in your work. Certainly, it is the Senate Appropriations bill.
Mr. Miller. 1 am not sure Mr. Cleveland referred to the Senate Appropria tions bill.
Mr. Passman. We are dealing with the Committee on Appropria­tions. I do not know why we should continue confusing the record.Mr. Cleveland. It  was in the authorization bill.
Mr. Passman. We are dealing with the appropria tions  bill.
The Senate had just one pa ragraph there, interna tional  organiza­tions programs for expenses, authorized by section 302, $153.5 million.Mr. Cleveland. There was a specific decision by Congress last yea r to leave this group of programs as a lump sum a ppropriation, and not to appropriate  individua lly to each program. This was a g ran t of flexibility to the executive branch by the Congress which we have used in trying to make the most business-like use of the funds available.

DATES OF TRA NSF ERS  TO INDU S WATERWAYS

Mr. Passman. According to this, there was an item in the to tal of $16.9 million fo r the Indus waterways. During the year the agency transferred $3,382,000 out of the  contingency fund to the Indus  water­ways ; is that correct ?
Mr. Cleveland. Tha t is correct.
Mr. Passman. We want the date you made the transfer.
Mr. Cleveland. We will have to supply the date of the transfer.Mr. Rhodes. Does Mr. Tennant have the date ?
Mr. P assman. I t was on June  30, 1962. I have the date.
We are not going to find out how late in the day, but it was on June 30. It  might have been at closing time that day.
You deobligated from the contingency fund an additional $282,000?Mr. Cleveland. That is correct.
Mr. Andrews. What was that dale ?
Mr. P assman, lie  is looking that up, and they are going to give the project from which they deobligated.
Mr. T ennant. It is the result of a number of deobligations, and it is from the balance of the contingency account.
Mr. Passman. In effect, it is an additional transfer  from the con­tingency for th is purpose?
Mr. Tennant. That  is correct.
Mr. Passman. On what date was that transfer made?
1 am speaking of the $282,000. Will you supply tha t information ?Mr. Tennant. We will.
Mr. Passman. You also transferred  out of the development g rant  category, $7,264,000 to the U.N., and from the U.N. to Indus  water­ways ?
Mr. Cleveland. Yes. We trans ferred  $7,264,000 from development grants directly  to chapter II I for the Indus project under a Pres i­dential determination.
Mr. P assman. On what date?
Mr. Cleveland. Jun e 5, 1962, which 1 would be glad to confirm for  the record.
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Mr. P assman. Then you had $6,772,000 that you transferred out of 
the Congo mil itary operations, i f we go by the lis t tha t is in the book, 
because you obligated a program of $6,744,000 less. Tha t makes 
$34,500,000. It  balances out to a penny, if you want it to rest there.

Mr. Cleveland. The military reduction was actually a slightly di f­
ferent figure from the savings within  chapte r 3 which'we used for the 
Indus.

Mr. P assman. ITow much ? We want it accurate. You gave us 
that information originally.

IN TE R N A L  A D JU STM EN T S W IT H IN  A CON TR IB U TI ON TO IN TE R N A T IO N A L  
ORG AN IZ AT IO NS  APP RO PR IA TI ON

Mr. ( leveland. $6,744,000 was the amount o f the reduction in the 
U.N. Congo military program. There are other smaller pluses and 
minuses within the contributions  to inte rnational organizations. The 
amount of savings from within the original appropriation for chapter 
TIT used for the Indus pro ject is $6,672,000.

Mr. P assman. Can the record show there is no way to pin down 
where the money came from, exactly, by item?

Mr. Cleveland. The record should show-----
Mr. P assman. You a re using a lot of pluses and minuses on a two- 

page statement. We want to know from what appropriation  this 
money came.

Mr. Cl eveland. From “Contributions to international organiza­
tions” appropria tion by internal  shifts within tha t appropriation  
under the authority given us last year bv Congress.

Mr. Passman. We are try ing  to find out from what accounts this 
money came.

A U TH O RIT Y  FOR TRANSF ER RIN G FU N D S BETW EEN  IT E M S OF  ONE PRO GRAM

Wh at authority can you cite which Congress gave you specifically 
for shif ting  around these funds?

Mr. Cl eveland. Last year’s a ppropria tion act appropriated it as a 
lump sum.

Mr. P assman. For  specified purposes, though, according to your 
own testimony before the committee. You came before the committee 
and said “Here is how much we want for these specific items.” You 
listed them. There are 13 items which were itemized. That  is what 
you justified the money for, is it not?

Mr. Cleveland. Tha t is right.
Mr. Passman. Hid you have any other auth ority  for shift ing it 

around ?
Mr. Cleveland. One or two cost a little  more and one or two cost 

a little less. "We made internal  adjustm ents within the lump-sum 
figure.

Mr. Passman. Are you recommending this  year that  we do appro­
pria te specifically as we have in the past ?

Mr. Cleveland. I am not-----



1026

DATE OF TRANSFER FROM MAP TO INTERNATIONAL ORGANIZATIONS

Mr. Rhodes. We never did get the date of the transfer  from the military to the U.N.
Mr. Passman. We want the information. We have them all, other than the $6,744,000. On what date did you transfer  tha t money to theU.N.?
Mr. Cleveland. The Controller would know that.
Mr. Tennant. Tha t figure is an adjustment within the  international organization.
Mr. Passman. On what date did you make the adjustment ?Mr. Tennant. I would have to yield to Mr. Cleveland on that. The initial  trans fer?
Mr. Rhodes. From milita ry to international organization.Mr. Tennant. The $9.5 million was on .Tune 6.Mr. Passman. We want the date for the $6,744,000.Mr. Rhodes. That is what he is talking about.
Mr. Passman. You have $9,500,000 out of the milit ary assistance account. You have reduced the amount tha t we set up  fo r the Congo military operations by $6,744,000. We want to know on what date tha t determination was made.
Mr. Tennant. That was a reprograming within the international organizations appropriation .
Mr. P assman. On what date ?
Mr. Tennant. I haven’t the date on that.
Mr. Cleveland. We would have to figure up the specific documents on each of the pluses and minuses within  that appropriation .Mr. Passman. Tn previous years, p rior to fiscal 1961, we have been appropr iating this by item, specifically, have we not ?Mr. Andrews. Can’t we get tha t date, Mr. Chairman, regarding the $6,700,000?
Mr. Passman. I want the record to show th at prio r to fiscal year 1961 we did approp riate  thi s money specifically by item.Mr. Andrews. Let us get the date of  the $6,700,000.Mr. P assman. They do not have it.
Mr. Andrews. Somebody ought to have it. Let us put it in the record rig ht now.
Mr. P assman. We would like to have it.
Mr. Andrews. If  it takes a telephone call let us get it.I want to suggest we are wasting a lot of people’s t ime up here. Here we appropria te $16,900,000 for a projec t and wind up with juggling around and tran sfe rrin g $34,500,000 for  the same project. Why not give them money and let them spend it as they want  to? They will do it, anyway.
Mr. P assman. It  is about that .
Are you getting that date for us, Mr. Controlle r General ?Mr. T ennant. Yes, sir, I was just  checking to see whether any of the people here have it.
Air. Andrews. I move we suspend the hearings until  we get tha t date.
Mr. P assman. Maybe they have it,  so we will not have to suspend, but it is a worthy suggestion. The motion would carry i f you insisted.
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LIN E ITEM APPROPRIATION IN  PRIOR TEARS

Here is the fiscal 1961 appropriation. Up until  t ha t time you had 
line item appropriations, right down to the last dollar, all the way 
through.

It  just gives you an idea of what happens whenever we give up a 
little bit more control. We find th at you juggled this account until 
it would make a juggler in a sideshow look like an amateur.

I have nothing fur the r in connection with this juggling of these 
funds. You had sufficient money. You programed some of it through  
1964, which is indica tion that  we appropriated more money tha n you 
needed, and that is why all this ju gglingto ok place.

Let us go back and try  to get th is date, which the committee insists 
on knowing.

Mr. Tennant. The young lady is call ing in for that date. She is 
on the phone at the present time.

Mr. P assman. I yield about the date, Mr. Rhodes. They are call­
ing in fo r it.

Mr. Rhodes. I will pass.
Mr. Passman. Would the gentleman withhold his motion until the 

telephone call can go through ?

DOUBLE STANDARD FOR FU ND IN G DOMESTIC  AS COMPAR ED W IT H FORE IGN 
PRO JEC TS

Mr. Andrews. Reluctantly. I am one of those unfortunates in 
the committee yesterday who could not get a million dollars for a 
project which was authorized in 1946 which affects four States—■ 
Kentucky, Tennessee, Mississippi, and Alabama. The four Gover­
nors of those States appeared  before the committee and pled for the 
$1 million. The entire congressional delegation of those States ap­
peared before the committee and begged for tha t $1 million.

When we are denied money for an American project that was au­
thorized in 1946, and then sit here and see how this  money is spent, 
frank ly I  don’t like it.

Mi-. Passman. Was your project budgeted ?
Mr. Andrews. No, sir ; but the one from Flor ida was and they 

didn’t get money.
Mr. P assman. But it had been authorized ?
Mr. Andrews. Authorized , and a good report from the Engineers.
Mr. Passman. And the Flor ida project had been budgeted and 

couldn’t get i t?
Mr. Andrews. Tha t is right.
Mr. Passman. The gentleman must be a little  considerate now, 

because there is a double standard .
Mr. Andrews. I understand that.
Mr. Passman. Even after justi fying a project you have no assur­

ance of getting it.
Mr. Andrews. I understand that.
Mr. Passman. You would get it this year if you could get it out 

of the contingency fund.
Mr. A ndrews. I thin k if four congressional delegations from four 

States  and four Governors cannot get $1 million—I hate to see it 
spent this way when we cannot get it the hard way.



1028

Mr. Passman. Have you obtained that  date yet ?
Mr. Cleveland. Is this the easy way ?
Mr. Passman. The way you get it  here?
Mr. Andrews. You get it when we don’t even give it to you. I 

call that  easy. We give you $16.9 million and you wind up with 
$34.5 million.

Mr. Cleveland. The law is full of limitations and we have con­
scientiously stayed within the limitations th at Congress gave us.

APPRO PRIATION  APPROVED FOR INDU S RIVER PROJECT

Mr. Andrews. Let me see if I understand correctly now. Con­
gress gave you for this Indus River project $16,900,000, period.

Mr. Ford. All tha t was asked for.
Mr. Andrews. Is that  righ t ?
Mr. Cleveland. You gave us a lump sum-----
Mr. Andrews. I am asking if it was not spelled out, $16,900,000 

for this project?
Mr. Cleveland. It  was spelled out.
Mr. Andrews. You can answer that “Yes” or “No.”
Mr. Cleveland. Yes, but the legislative history-----
Mr. Andrews. One moment. Is tha t right ? $16,900,000 for this 

Indus  River project ?
Mr. Cleveland. Was in the committee report for this project, yes.
Mr. A ndrews. So the answer is “Yes.” However, you wound up 

spending $34,500,000 for tha t project. Yes or no?
Mr. Cleveland. By transfers into this appropria tion from other 

appropria tions.
Mr. Andrews. Of course, I understand that .
Mr. Clevel and. Under  authority which has been gran ted by Con­

gress in the act.
Mr. Andrews. Did you tell the committee last year you wanted 

$34,500,000 for this Indus River project ?
Mr. ( Yeveland. No, sir. We said the figures were-----
Mr. Andrews. You answered the question.
Mr. Cleveland. We said the figures were uncertain.
Mr. Andrews. If  1 were in court I would say I move to strike the 

balance of the answer. He answered the question.

transfer procedure indicates “moral” violation

Mr. Rhodes. Of course, the way this money was set forth  in the ap­
propriation bill last year, Mr. Cleveland, in the Senate the exact 
amount was appropriated, and in the House the exact amount was set 
for th in the committee report.

I would like t-o call your a ttention  to the law, and I realize this  is not 
a technical violation of the law but it is certainly in my opinion a 
moral violation of it.

The law for transfer  between accounts allows a 10-percent transfer  
from an account but not to exceed a 20-percent transfer  into an 
account.

Mr. Andrews. This is 50.
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Mr. R hodes. The transfer was made to the U.X. Fund , or the inte r­
national agencies fund, which is $153 million-plus. Technically the 
20 percent was not exceeded.

Actually, because of the way in which the money for the Indus 
Basin was appropriated,  I say morally it was exceeded and the intent 
of the law was thwarted.

CO MM ITT EE  REPORT ON INDU S WATERS, 1962

Mr. Passman. In addition, Mr. Rhodes, it was obvious something 
was wrong, as was evidenced by the answers to our questions. We 
put this in our re po rt:

The  U ni te d S ta te s cont ri but ed  $6,870,000 in g ra n t ai d  to  th e pro je ct  duri ng 
fiscal 1961, an d al so  m ad e a D LF loan  in th e  am ount of  $70 mill ion to P ak is ta n  
fo r th e pr oj ec t.  T he co m m it tee poin ts  ou t th a t th e U ni ted S ta te s has ag re ed  
to part ic ip a te  i n th e  pro je ct  p ri o r to  (1 ) th e  es ta bl is hm en t of firm  co st  est im at es  
fo r th e  d if fe re nt phas es  of  p ro je c t;  an d (2 ) an  arr an gem en t fo r th e  sh ari ng  
of  co sts in  th e  ev en t ac tu a l co nst ru ct io n co st s exce ed  th e es ti m ate  of  $1,064 
mi llion .

Su ch  h as te  to  co mm it th e U.S . ta xpaye r to  th e  ex pen diture  of  ov er  a h a lf  b il ­
lio n do llar s w it hou t re co gn it io n of  th e  po te n ti a l co st  il lu s tr a te s th e ki nd  of  
th in g th a t ca n ha pp en  whe n co m m itm en ts  a re  m ad e p ri o r to fu ll  revi ew  an d 
ap pr ov al .

I hope the  committee may go along on a direct line appropriation 
this year, so we will not get into tbis kind of foulup.

Mr. Gaud was kind enough to say be could not even give an edu­
cated guess as to what this project might cost.

Mr. Ford. Would the chairman yield there ?
Mr. Passman. The lady has the date.
May we have that date ?
(Discussion off the record .)
Mr. Passman. I yield to Mr. Ford.

DI SC US SIONS  ON  IN D U S RIVE R PR OJE CT DU RIN G FI SC AL YE AR  19  62  HEARIN GS

Mr. F ord. Las t year in the hearings, on page 299, Mr. Gary was 
the chairman when the Indus water settlement program was sub­
mitted. Mr. Gary says:

Nex t is  th e In dus w ate r se tt le m en t.  The  ap pro pri a ti on  fo r fis ca l year 1961 
fo r th is  pr og ra m  w as  $6,810,000. The  re ques t fo r fiscal 1962 w as  $16,900,000. 
T her e is a pr ep ar ed  st a te m en t w ith re fe re nc e to  th is  ite m  which  wi ll lie in se rt ed  
a t th is  p oi nt  in  t he  re co rd .

The statement was inserted.
I have read through  here and see no indication in this prepared 

statement that there would be any possibility of an increase in the 
amount of $16.9 million.

On page 300 of the hearings  which includes the prepared s tatement, 
there is the following statement:

We pr op os e to contr ib ute  th e su m of  $16.9 m ill ion fo r fiscal 1962 to me et In dus 
B as in  fu nd ca ll s on th e  U ni ted S ta te s fo r fu rt h e r fu nds  again st  our co mm itm en t 
of  doll ar  g ra n t aid.  W e al so  prop os e duri ng fis ca l year 1962 to pr ov id e ap pro xi­
m at el y $35 mill ion eq ui val en t in  loc al cu rr en cy  as  ca lle d fo r by th e fu nd  from  
P ak is ta n  ru pe es  avai la ble  as  a re su lt  of  earl ie r ag re em en ts  fo r th e sa le  of  ag ri ­
cu lt u ra l co mmod iti es  under Pub lic Law  480 an d th ro ugh pr ov is io n fo r al lo ca tion s 
fr om  f u tu re  food -for -pea ce  p ro gra m s f o r Pak is ta n .
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LOCAL CU RRE NCY  CO NTR IB UTI ONS

Based on  th e request o f $16.9 mi llio n, you s ubsta nti all y increased th e 
do lla r gran ts.  W ha t has  happened t o the plan fo r the rupees? You 
propose $35 mill ion in local curr enc ies . W ha t has  been the  actual 
figure in th at  are a ?

Mr. Gaud. The  actual  figure was $32.2 m illion for 1962, Mr. Fo rd .

EFF ECT OF  WO RLD BAN K CALLS

Mr. F ord. Wh y did we contr ibute  con siderably  more dolla rs and  a 
few m illion less in rupees?

Mr. Gaud. The hearings to whi ch you re fe r I th ink were  held  late 
in Au gust.  The Ba nk  makes its  call s on us in Oct obe r an d in Ap ril .

The da ta  presen ted  in the  fiscal ye ar  1962 c ong ress iona l presen ta­
tion  was based  on inf orma tio n we ha d from the Ba nk  in the  spr ing of 
1961. They subsequently increase d th ei r calls .

Mr.  P assman. On wh at  d ate s does the  B ank make its  cal ls?
Mr.  Gaud. October 1 and A pr il  1.
M r. P  assman. Accor ding to  th e inf orm ation  given to us on one ve ry 

large item here , you did  not tran sfer  it out of the con ting ency over  
to t he  U.N . un til Ju ne  30,1962.

Mr. Gaud. Th at  is tru e, sir.  The  call which br ou gh t ou r fiscal 
1962 figure up to $34.5 mil lion  was made  on Apr il  1. We did  not 
succeed in fun ding  the  whole call p rio r to  the  end of J un e.

Mr. P assman. I s it cal led  on a ca len dar year  basis  or  fiscal year 
basi s ?

Mr. G aud. It  is ca lled  on a fiscal y ear basis.
Mr.  P assman. W ha t is the  fiscal year of  the  two ca lls ?
Mr.  Gaud. It  is th e same as ours.
Mr. P assman. Let us be sure.  Does not the  U.N . opera te on a ca l­

en da r ba sis?
Mr.  G aud. Th is is tie d to the  Pa ki stan  fiscal year,  rea lly , which is 

the  same as ours.
Mr.  P assman. Many of your  funds ope rate on a ca len dar yea r 

basi s?
Mr. G aud. These do  not.
Mr.  P  assman. I f  it ha d not been fo r thi s excess money in the  con­

tingen cy fund  you would have requ ested fund s in fiscal 1963, would  
you  not ?

Mr. Gaud. We  would  have  been unable to meet our calls.
Mr. P assman. An d you would have  incl ude d th at  amoun t in thi s 

ye ar ’s request ?
Mr. Gaud. I t would have had to come o ut of fiscal y ear 1963 fun ds.
Mr.  P assman. Th ey  had a lot more money in the  cont ingency fund  

th an  they  ha d need for, and they were milk ing it in every direct ion  
to d iss ipa te the  account.

Mr. Miller . I th in k Mr. Coffin and oth ers  test ified, con cerning th is  
pa rt icul ar  matt er , th at one of the  reasons th is  pa rt icul ar  pay ment 
res ult ing  from a call was defer red  was in or de r to reduce the amoun t 
of the mili ta ry  tr an sf er  to the  con ting ency fund  because at  the  time 
that  th is call was made it was believed th at  there  would be some de ­
prog raming  of fund s which were then a call upo n the  con ting ency
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fund, so tha t in effect th is was sound fiscal management rather  than
an attempt to use funds which were-----

Mr. Passman. Notwithstanding the fact tha t Mr. Gaud, who has 
been forthrig ht with this committee, stated  it could have come from 
1963 funds, and it would have come out of 1963 funds  had you not 
had the contingency account, tha t you could tran sfer  it on the last 
day of the fiscal year.

ACTIONS ON OVERRUNS ON COST ESTIMATES

Mr. Gaud, what have you done to al leviate the committee's concern 
about firm estimates and arrangements for financing overruns  in the 
cost of construction ? I refer  you specifically to pagfc 6 of our  report.

Mr. Gaud. We in common with the other nations involved do not 
agree with the total cost of the project as presently estimated.

Mr. P assman. 1 think  you stated earlie r that if the project should 
be considerably more than estimated, we are into it, and we would have 
no alternative  o ther than to find some way to  try to complete it.

Mr. Gaud. I think  we will obviously have to complete some part 
of these works. We are doing our best to keep th at figure down as 
much as we can.
• You can lie sure as soon as we have an ything definite we will come 

up here and discuss it with you so you will be posted.
Mr. Passman. It  would follow tha t like many other projects we 

have around the world, such as the highway in Thailand, not in your 
area, and the highway in Vietnam, the highway in Cambodia, we get 
into those things and we jus t keep running. We ran a project from 
about $17 million up to $131 million. 'When you get into it, we have 
no alterna’ive other than to try  to see it through. Is that  the situ 
ation ?

Mr. Gaud. Especially  since section 404 of the Mutual Security Act 
approved this plan.

Mr. Passman. I am sure the committee will have a lot to say about 
that  plan in the future. As far as I am concerned, I disassociate my­
self with the thinking downtown th at Congress ever intended to ap­
propr iate money on a plan and afte r you got the money you would 
firm up the items for which it will be expended.

RELIABILITY OF FISCAL YEAR 19 63  REQUEST

Can you tell us how firm is your estimate of $30 million for this 
project in fiscal 1963?

Mr. Gaud. Mr. Chairman, at the time our congressional p resenta­
tion was prepared the Bank told us that  that  was what they would 
need for fiscal year 1963. I have checked it within the last couple 
weeks. They still say that  on the basis of their best estimates that  
is all we will need.

It  is no firmer than that.
Mr. Passman. If  you had only $30 million that  is all you would 

obligate. Would that not be true ?
Mr. Gaud. If  we had only $30 million ?
Mr. Passman. For the Indus water project.
Mr. ( taud. And did  not have capacity for trans ferr ing  money from 

elsewhere that is true.
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Mr. Passman. You have been fair,  Mr. Gaud, in answering our 
questions forth right ly. We recognize that  there is a degree of un­
certainty  involved.

Mr. Passman. Mr. Ford?

U .S . C O M M IT M EN TS TO IN D U S WAT ER  PR OJE CT

Mr. F ord. Last year this prepared statement which was submitted 
for the record indicated the U.S. commitment to tals $515 million.

Mr. Gaud. Yes, sir.
Mr. Ford. Is there any change in that?
Mr. Gaud. None.
Mr. F ord. Tins $515 million is a commitment, but what do we mean 

by a commitment ? No more ?
Mr. Gaud. That is all we are obligated to at  the present time, Mr. 

Ford.
ANTIC IP ATED  IN CR EA SE  IN  OR IG IN AL COS T EST IM ATE S

As I said earlier , the cost of the works that are included in the plan 
is obviously going to be more than the amount originally committed 
by all the member countries.

Mr. F 'ord. Would you repeat that ?
Mr. Gaud. The cost of the works included in the plan will be more 

than that original ly estimated.
Mr. Ford. When was the estimate made?
Mr. Gaud. By the World Bank ?
Mr. F ord. Yes.
Mr. Gaud. We heard about it in Jan uary 1962.
Mr. F ord. About the possibility of an increase?
Mr. Gaud. Y es. We refer  to that in our congressional presentation 

for this year.
Mr. Ford. You have no idea what the increase will be ?
Mr. Gaud. No, for this reason: All the member countries and the 

Bank are not prepared to come up with everything tha t it would take 
to complete the presently planned works, and negotiations are now 
in progress to determine to what extent the works shall be reduced.

When we reach an agreement on that we will have firm figures on 
the cost.

L IM IT A T IO N  OF  U .S . CO M M IT M EN T

Mr. F 'ord. It  has been alleged that by special authorizing  legislation 
Congress is committed to the Indus  River Basin project. We don't 
use tha t term loosely, do we ?

Mr. Gaud. You mean what term, Mr. Ford?
Mr. Ford. The idea of commitment regardless of cost.
Mr. Gaud. We don't view it t hat  way downtown, as the chairman 

likes to say. We feel tha t the United States is not committed to a cent 
beyond th is$515 million.

Mr. Ford. We have your assurance we are not committed beyond 
$515 million?

Mr. Gaud. Tha t is my understanding.
Mr. Cleveland. We are not committed up to that amount. The 

word “commitment” we use with great seriousness. You cannot make
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a firm commitment until there is in fact an authorization and an 
appropriation .

Mr. Gaud. We have pledged, subject to appropriation, to the 
amount of $515 million.

Mr. Cleveland. We have made a pledge but tha t is a different 
category.

Mr. Gaud. Some of it we have come forward with and some it  we 
have not.

Mr. Ford. The most we are committed to  under the most generous 
use of the term “commitment” is $515 million ?

Mr. Gaud. Tha t is righ t.

TOTAL COMM ITMENTS IN  DOLLARS, LOANS, AND LOCAL CURRENCIES

Mr. Ford. With in that  commitment, at least on a tentative basis, 
we have agreed to $177 million in dollar grants?

Mr. Gaud. That  is right.
Mr. F ord. We have no plan to go beyond tha t ?
Mr. Gaud. We do not. That  is at this time.
I am not foreclosing the possibility we will not, but as of now we 

have no such plan.
Mr. F ord. You are very fra nk and very well-informed on this. We 

want your complete assurance tha t these are the  figures we are dealing 
with on August 15,1962.

Mr. Gaud. Tha t is right.
Mr. F ord. And they are the same ones we dealt with in August of 1961 ?
Mr. Gaud. That  is righ t, $177 million in grant commitment, $70 

million in a loan commitment, and $235 million worth of rupees ema­
nating from the Public Law 480 agreement.

POSSIBILITY OE ADDITIONAL FUNDING TO COMPLETE PROJECT

Mr. P assman. "Would the gentleman go f urther  and assure us this 
will be all that you will ever request of the Congress?

Mr. Gaud. No, sir;  I cannot do that.
Mr. Andrews. The figure is $482 million, Mr. Ford.
Mr. Gaud. I have not finished.
Mr. Passman. T believe you said “as of this time.”
Mr. Gaud. The question was as of August 15.
Mr. P assman. You say you cannot give us any assurance that at 

some subsequent date the request will not increase substantia lly?
Mr. Gaud. T cannot.
Tfl  may finish to get up to the $515 million.
There is still left a $33 million development loan to India  which is 

for a dam called the Beas Dam, part of this whole Indus development.
Mr. Ford. T am sure you will detect from what has been said on 

this side of the table that  there is a very s trong feeling th at we should 
not go beyond this $515 million commitment.

Mr. Gaud. I have detected some such feeling, sir.
Mr. F ord. Even though we have increased the obligation by $17 

million-plus in fiscal 1962 over what we requested, there is no change 
in the overall commitment of $515 million.
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Mr. Gaud. That  is true. What has happened is th at the Bank has 
awarded certain contracts which are going forward,  and in resched­
uling the requirements for those contracts they found they needed more 
money now than they had originally  estimated.

Mr. F ord. But the fact more money was needed in fiscal 1962 
should not be any indication that there is a change in the commitment ?

Mr. Gaud. There is no change in the commitment. I am almost 
morally certain that I will be up here some day saying tha t we feel 
we will want to spend more on this p roject;  but as of now there is no 
change in the commitment.

Mr. F ord. Mr. Gaud, if you come up, or your successor comes up, 
it will be a real rough day.

Mr. Gaud. We have had them before.
Air. Andrews. Not in this committee.
Air. Ford. That makes the ball game interesting.

SOURCES OF FU ND IN G BY OTH ER COU NTR IES

Let us turn to page 301 of the hearings last year where a prepared 
statement showed the sources o f funding. It  shows Austra lia, Can­
ada, Germany, New Zealand, United  Kingdom, and the United  Sta tes 
have made certain proposed commitments or contributions.

Air. Gaud. Yes, sir.
Air. Ford. Can you tell us what the plan was in its original incep­

tion for the amounts which would be paid periodically for each of 
these countries?

IN CREA SE  IN  B A N K  CA LL S ON OTH ER  COUN TR IE S

AVhen you lay these figures alongside the commitments how have 
they produced ? How’ is the Bank doing on calls to other countries ? 
They doubled the ir calls to us. Did they increase the others similarly 
and have the others paid in a similar way ?

Air. Gaud. There was an increase in calls. The principal increase 
in our call was in the A pril 1 call of th is year. There were increases 
in calls on other countries as well.

Air. Ford. Let us start from the beginning. AA'hat was the Bank’s 
call which corresponded to the proposed call of $16.9 million fo r the 
United States?

Air. Gaud. I haven’t tha t information with me, Mr. Ford.
(Discussion off the record.)
Mr. F ord. Another facto r has to be cranked into t hi s: At the time 

these commitments were made, as shown on page 301 of last year ’s 
hearings, the value of the  Canadian dollar  was more than it is today, 
and by quite a bit.

IIow do we crank in that factor, Air. Gaud ?
Air. Gaud. I don’t know.
Air. F ord. It  will not buy as much today as it was planned to buy a 

few months ago.
Air. Gaud. I daresay th at is true.
Air. Cleveland. Most of the expenditures are probably in Canada 

•and it would not be a foreign exchange transact ion.
Air. Gaud. I can say a l ittle  about the calls and will get the specific, 

information.
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When the calls were made some of these governments pointed out 
tha t their  parliaments would not be in session long enough for full 
appropriation  action to be taken, so that they would not be able to 
raise the money by the time the Bank wanted it because, like our­
selves, thei r commitments were subject to appropr iations.

There were two countries which have not met thei r calls.
At the time these calls were made, the calls on the development 

grant money, largely because of the parliam entary situation, it was 
also agreed at this time th at the Bank’s problem of funding could be 
met in par t by increasing the draw-down on the development loans 
made bv the Bank and the Un ited States, so there was a step up. We 
made, as you know, a $70 million loan. Only $3.7 million of tha t was 
advanced to the Bank  in 1961.

During 1962, $30 million was advanced.
Both we and the Bank agreed there could be an increased draw ­

down on our loan to meet this problem in part.
Mr. P assman. Where we had met our pledge in its entirety,  at a 

subsequent date you doubled it, but some nations had not come up with 
their  pledges because their parliaments had not approved?

Mr. Gaud. I didn’t say that they did not meet pledges. They were 
unable to meet the increased calls in their entirety.

Mr. Passman. T stand corrected.
Mr. F ord. In the material which you prepare for the record, and I 

would l ike a personal copy of i t if I  may have it, s ir, there should be 
a footnote which would indicate the decrease in purchasing power 
of the Canadian commitment based on their recent devaluation of the 
Canadian dollar. This  should be easy to figure out by some authority  
at the agency.

Mr. Gaud. I shall try to do that, sir.
Mr. Ford. T believe that is all.
Mr. P assman. You might do simila rly with r egard to all the nations  

which are committed. It  is not unusual for a nation’s currency to go 
up or down. Would also give us the same type of information on any 
nation where there has been as much as a 1-percent increase or 
decrease.

Mr. Rhodes. Please also ask for whatever plans the Bank as the 
trustee might have fo r making up the difference in purchasing power 
as a result of the decline in purchasing power of the various currencies.
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(The  inf orma tio n foll ows:)
I ndus Waters Plan

In du s Ba sin  dev elo pment fund
1. Proje cte d cos t of to ta l pla n (a s of fa ll 1961) (U.S. do lla rs  o r d ol la r eq uiva lents) .

Foreig n-exch ang e g ra n ts :
A us tral ia _______________________________________________  15, 601 ,600Ca na da _________________________________________________  22, 544, H itGermany ________________________________________________  31, 500, 000In di a___________________________________________________  173 ,768 ,000New Z ea lan d_____________________________________________ 2, 800, 000Pak is ta n________________________________________________  1, 232. 000Uni ted Kingdo m_________________________________________ 58, 408, oo()United  Sta te s____________________________________________ 177, 000, 000

To tal , foreign-exchang e gr an ts __________________________  482, 853, 719
Foreign-exch ang e l oa ns :

IB RD ___________________________________________________ 80, 000 ,000Un ited St at es ____________________________________________ 70, (XX). 000
To tal , fore ign-exchange  loan s___________________________  150,000 , 000

Pa ki stan  rupee gra nt :
Pak is ta n-------------------------------------------------------------------------  27, 580, 000United St at es ____________________________________________ 235, (XX). 000

To tal , Pa ki stan  rup ee g ra nt_____________________________  262, 580, 000
Grand to ta l------------------------------------------------------------------  1 895, 433, 719

1 T he  co ng re ss io na l pre se nta tion  fig ure  in cl ud es  $19 7 mil lio n co st s in In d ia  no t met  f rom the In dus Bas in  de ve lopm en t fu nd , an d ex clud es  $27 .6 mill ion (sho wn ab ov e)  in  Pak is ta n  rupe es  co m m itt ed  by  th e GOP.
2. Pa ym ents mad e du rin g U.S. fiscal  ye ar  1961 (U.S.  do lla rs  or do lla r equiva lents) .

Foreign exchan ge g ra n ts :
A us tral ia ---------------------------------------------------------------------------- 600, 210Ca na da ------------------------------------------------------------------------------  899. 405We st Germany _____________________________________________  1.143. 555In dia ---------------------------------------------------------------------------------  34, 753. 600New Zeala nd______________________________________________  420, 000Pak is ta n---------------------------------------------------    184, 800Un ite d Kingdom___________________________________________  2. 246. 400Un ited St ates --------------------------------------------------------------------  <1.807.060

To tal  fo reign exc hange g ra nts _____________________________  47, 055, 030
Foreign excha nge l oans:

IB RD _____________________________________________________  2,625.000Un ite d Sta te s-------------------------------------------------------------------- 3, 675. (MX)
To ta l foreig n exc han ge loan s_____________________________  6. 300, 000

Pak is ta n rupee g ra n ts :
Pak is ta n----------------------------------------------------------------------------- 4,194, 453Un ited St ates ---------------------------------------------------------------------- 21, 047. (XX)

To tal , Pa ki st an  rup ee gra nts _____________________________  25. 241. 458
Grand to ta l---------------------------------------------------------------------  78, 596, 488



1037

3. Feb ruary 1961 est ima tes of foreign exchange gra nt calls to be made dur ing 
fiscal year 1962 (U.S. dollars or dolla r equ ivalents).
Au stralia___________________________________________________  1. 486, 161
Can ada____________________________________________________  2. 213. 309
West Germany______________________________________________  2. 620. 476
United  Kingdom____________________________________________  5,552.240
United  Sta tes _______________________________________________  16,846.055

Total_________________________________________________ 28. 718. 241
Explanatory Note : The  estimate that  the U.S. gra nt contr ibution for fiscal 

yea r 1962 would be $16.9 million which was contained in the fiscal yea r 1962 
congress ional presentation (prepa red in February 1961) was based on th e IB RD’s 
schedule of projec ted disbursemen ts in each of the 12 years covered by the Indu s 
waters agreem ent, and on the  estab lished percentage dis trib ution among gra nt 
cont ributors. These projection s were prepared  at the time the  t rea ty and agree­
ment were signed in Septem ber 1960 and remained the only estimates avai lable  
unt il the  new calls were  issued on Apr. 1, 1962.

4. Paym ents made dur ing fiscal year  1962 (U.S. doll ars or dol lar equ ivalents).
Foreign exchange gra nts :

Au strali a----------------------------------------------------------------------- 1 3, 042. 064
Can ada ________________________________________________  1 4, 524. 552
West Germany---------------------------------------------------------------  2, 625. (MM)
India_____________________________________________________________
New Zealand_____________________________________________ 3 280. (MM)
Pa kis tan _______________________________________________ 61. 600
United Kingdom_______________________________________  4 4, 200. 000
United  Sta tes __________________________________________  5 34, 50, 000

Total,  foreign  exchange gr an ts__________________________  49, 233, 216

Foreign exchange lo an s:
IBR D_________________________________________________  1,915.830
United Sta tes__________________________________________  30, 014, 670

Total,  foreign  exchange loans__________________________  31, 930, 500

Pakis tan  rupee g ra nts :
Pa kista n_______________________________________________  6. 293. 050
United Sta tes __________________________________________  32,174,520

Total , Pak ista n rupee gran ts___________________________  38, 467, 570

Grand total __________________________________________  119,631,286
1 Pa ym en t, mad e in Ap ril 1962 fo r tlie fu ll  am ount of th e ca ll.
2 P ay m en t mad e in  Ap ril  1962. Th e ca ll w as  fo r $5 ,84 6,9 31  eq ui va le nt  in de ut se lie  

ma  rks.
s  P ay m en t of a fixed am ou nt  pe r or ig in al  ag re em en t.
4 P ay m en t mad e in  2 slices, Ma y an d .Tune 196 2. Th e ca ll  w as  f or $1 1,385,5 04  eq ui va le nt  

in po un ds  st er ling.
5 P ay m en t mad e in 2 sli ce s $20,0 00 ,00 0 in M ar ch  19 62 ; $1 4,5 00 ,00 0 in Ju n e  196 2. Th e 

pa ym en t was  eq ua l to  th e ca ll.

5.  PA Y M EN TS IN TO  T H E  FU N D

The original agreem ent provides th at  each country would pay a cer tain  
amount of i ts  own currency into  the Ind us Basin  fund over the  li fe of the agree­
ment. These  nationa l commitm ents to the  Development Fun d were  made in 
dol lar equivale nts of the nat ional currencies , at  the dol lar  value of those cur ­
rencies a t the tim e the treaty was  signed.

So far , however, the “calls” for  foreign exchange gra nts  have been made in 
term s of dol lar equiv alents : consequently  a coun try whose currency  has de­
preciated vis-a-vis the dollar,  has  had to pay more  local currency, and a count ry 
whose currency has  appreciated, has had to pay less.

Since each currency  up to now has been used to purchase  goods and services 
of the donor country, the economic effect of the  arrangeme nt has depended on 
the movement of the prices of the  goods or se rvices required.

87 94 8— 62 —ipt.  3------6 6
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6 . T H E  B R IT IS H  AN D W EST  GER MAN  PARLIA M EN TS

The 1961-62 session of the Bri tish  and the West German Parlia ments  began in October 1961 and ended in midsummer 1962. In both eases the  budgets  were presented in early spring, and budget debates were car ried out  in April. The German Government made its  p ar tia l payment in April 1962 and  th e Brit ish Government  made its  pa rtial payments in May and J une 1962.Just as the  United States delayed  its full  payment to June  1962, these other two donors have delayed making their  ful l payments. The IBR D which is the Executor of the  Indus Basin development fund, is in communication with the two Governments regarding the ir full payment.
Mr. R hodes. It  is  a p rob lem  bu t it  is one we ha ve  to face.
Mr. P assman. Regardless  of  wh at we may  say  or  do, the  people 

downtown hav e finally maneu vered th is  t hi ng  to the  po in t th at  t her e 
is prac tic all y un lim ited flex ibil ity,  an d the  implication is str on g that  
we have a moral commitmen t, an d th at  g reat  dam age  will  be done if 
we do not go throu gh  w ith  these  comm itments. There  is no legal  com­
mitment bu t the moral comm itm ent  is there.

I am sure we could pin po int  100 such cases, if  time would  permit 
examina tion o f the pro jec ts.

He re is on e:

EXAM PLE OF INC REASING  SCOPE AND COST OF A HI GHW AY  PRO JECT

The or igina l pro jec t was to constru ct one high wa y at  a cost of 
$18,300,000. Sub sequen tly the  scope of  the  proje ct was  broadened  
to include three  h igh wa y rou tes.  The prese nt est imate  is  $61,378,000. 
The bud get  estimate is $6,950,000. Th ere  i s an ad di tio na l do lla r cost 
af te r 1961 of $4 millio n.

In  a dd ition , th roug h J un e 30.1961, local cur ren cy e xpendit ure s were  
est imated to be $48,781,000 and $8,400,000 was  propose d f or  fiscal 1961.

The tot al cost of the proje ct,  inclu din g do lla r an d local cur ren cy 
cost, is e stim ated now to  be  $129,909,000, an increase o f appro xim ate ly 
600 percent  above the  or igi na l cost es tim ated fo r th e p roj ect.

Tha t is the  k ind  o f sit ua tio n you are  get tin g int o all ove r th e w orld .
Mr. F ord. Might I  make a com men t, Mr.  Ch air man  ?
Mr. P assman. Yes.

AF GH AN ISTA N- PA KI ST AN  BORDER PROBLEM

Mr.  F ord. Mr. Ga ud , I  am sure vou wil l rem ember  our  conv ersa tions 
of  a few weeks ago  about thi s K an da ha r-K ab ul  Road  ?

Mr. Gaud. Yes, sir.
Mr. F ord. An d the  dif ficulty o f open ing  th e ga te betw een Afgha nis­

tan and Pa kista n. The pro blem rel ate d to th e a damancy o f the Pa ki s­tan  Governm ent.
Mr. P assman. Off  the  rec ord .
( Discussion off the reco rd. )
Mr. F ord. I  was only  go ing to mak e the commen t th at  you would 

th in k our gen erosity  wou ld hav e some per sua sive influence in these kin ds  o f problems.
Mr. P assman. I  thou gh t Pa ki stan  ag ree d; th at  they  coopera ted.
Mr. F ord. May be they  a re  mo re r ea lis tic  tha n some of  the o ther s.
Mr.  Gaud. Yes and no. As  I  th in k Mr.  Tal bo t said, th is  is an 

alm ost  age-old, at any ra te  a very old, po lit ica l problem whereby  
a large  par t of  north we ste rn Pa ki sta n is cla ime d as he r te rr itor y
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by Afghanis tan. It is inhabi ted by these Pushtoons, and it is really 
a political issue. It is one of those s ituations which seems unfortu ­
nate where they are put ting  the political issue above everyth ing else. 

Mr. Passman. But both are recipient nations of our aid.
Mr. Gaud. Tha t is r ight . Our interest in gett ing into Afghanis tan 

is not to be generous, but we feel it is essential to have a presence 
there so tha t this country will not be completely dependent upon 
Russia. They have a large program there, milita ry and economic.

DATES O r TRANSFER OF FUND S TO INDU S WATERS PROJECT

Mr. P assman. Do you have those dates, gentlemen ?
Mr. Cleveland. Yes, sir.
Mr. P assman. What are the dates ?
Mr. Cleveland. There are two dates involved. One is the tran sfer  

into the pot of the savings from the Congo military, which was on a 
program approval  of Jan uar y 17, 1962, just afte r the General As­
sembly had met.

Mr. P assman. When did you tran sfer  it to the Indus project?
Mr. Cleveland. Then on A pril 26, 1962, there was a program ap­

proval to increase the Indus program.
Mr. P assman. What  was that  last date?
Mr. Cleveland. Apri l 26.
Mr. P assman. You are dealing specifically with the $6,744,000?
Mr. Cleveland. The second, program approval  was an approval 

to pull the Indus up to the $34.5 million by the use of money in the 
pot and by other trans fers which were subsequently made from con­
tingency fund and all. That  whole transaction was not completed 
until the last day of the fiscal year.

Mr. P assman. That was June  30, 1962, when it was completed.
While we were completing this some of the other nations had not 

agreed to increase thei r assessments. Is tha t correct?
Mr. Cleveland. Yes. Mr. Chairman, if I may sav just a word 

about this business of flexibility.
"When I got here a year and a half ago the p rior  experience had been 

individual line items fo r the interna tional organizations. Last year, 
mv first year of testimony on this subject, I  did not propose a change 
in that practice.

The practice was changed last year, afte r full discussion by the 
Congress in the authorization legislation. In requesting an appro pria ­
tion, we followed the autho rizing  act in asking for a lump sum for 
contributions to internat ional  organizations.

We used the authority  thus given to us to make what seemed to be 
the most efficient use of the total money involved for the purposes 
prescribed in this program.

LI NE IT EM  APPROPRIA TIO NS PRECLUDE INT ER NA L TRANSFE RS

Mr. P assman. But if the Congress had stuck to a line item appro­
priat ion you could not have done all this shuffling, could you ?

Mr. Cleveland. That is correct.
Mr. Passman. Mr. Rhodes ?
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Mr. Cleveland. We could have made transfers from contingency, 
but not the internal t ransfers.

Mr. P assman. We are talking about internal t ransfers.

TR AN SF ER S IN  A ND  O UT  OF TI IE CON TI NGEN CY F U N D

Mr. Rhodes. You could have taken the $6,700,000-plus out of mili­
tary, put it into the contingency, and then trans ferred it into the 1 ".X. 
and allocated it to the Indus Basin. Is that right ?

Mr. Passman. That is right.
Mr. Rhodes. "Whether or not it was a line item appropria tion.
Mr. Cleveland. 1 don’t know there is any procedure for transfer­

ring into contingency from o ther par ts of the AID appropriation.
Mr. Tennant. There is a flexibility provision in the legislation, 

section 610, which permits us to tran sfer  10 percent out and not in­
crease the appropriation by more than 20 percent.

Mr. Cleveland. Into the contingency fund?
Mr. Tennant. Yes, sir.
Mr. Passman. You have a very flexible flexibility ?
Mr. Tennant. Quite flexible.
Mr. Rhodes. I thought Mr. Cleveland knew that.  I am surprised 

tha t he operated this way and didn 't know the source of the “flexi­
bility” he employed.

Mr. Cleveland. I have never seen it transferred tha t way. In  our 
shop we usually get money out of the contingency and do not put it in.

Mr. Gaud. Excuse me, Air. Rhodes. If  I may go back to Mr. Ford's 
question. 1 have more informat ion on it now.

Mr. R 11odes. Certainly.

INCREA SE IN BANK CALLS M EI’ BY OTH ER COU NTR IES

Mr. Gaud. Mr. Birnberg made a phone call and confirmed my im­
pression that the increase in the calls that were made in the spring 
of 1962 was proportionate for all the countries.

As of July 30, 1962, all the countries had met thei r increased calls 
except the United Kingdom, which had paid $4.2 million against $11.4 
million due, and Germany, which had paid $2.6 million against $5.8 million due.

As fa r as the Canada situation  is concerned, it appears tha t the 
Bank translates the Canadian contributions into U.S. dollars at rates 
ns of the  time the remittances are made, and that, means that  the Ca­
nadian money, the last t ransfer, I guess, took $1.06 of Canadian money to equal $1 of U.S. money.

There has been no request that  Canada increase her dollar pledges 
because of th is depreciation but they have been asked to increase thei r current callup proportionately.

Mr. F ord. In other words, whereas our call of Ap ril 1 went up more 
than  double, we can assume from your statement tha t the same was true of all others?

Mr. Gaud. The calls were all increased proportionately , yes, sir.
Mr. Passman. They all had not responded, though,  and met the payment ?
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Mr. Gaud. Everybody except the United Kingdom and Germany, 
both of whom had met it in part by June 30.

Mr. Ford. In other words, two-thirds of the countries had met 
their calls 100 percent and one-third fai led to do so ?

Mr. Gaud. Yes, sir.
Mr. Ford. What is the explanation of why Great Brit ain and West 

Germany had not met th eir  calls?
Mr. Gaud. All I can say is tha t at the meeting at which these calls 

were discussed they said thei r Parliaments could not act in time, or, 
at any rate, the s ituation was such they could not go to them with a 
request for an appropria tion. I have not gone into the details of 
it.

Mr. F ord. Let us find out whether or not the Parliaments in both 
West Germany and the United Kingdom were in session and whether 
they are now in session and whether as of this date they have now 
fulfilled the ir call 100 percent.

I appreciate the expeditious way in which this helpful informa­
tion has been obtained but I think for the record we should still have 
the kind of da ta I  ask for in detail w ith a supplement.

Mr. Gaud. I shall get it.
(The informat ion app ears on p. 1038.)
Mr. Rhodes. Mr. Gaud, can we assume th at these pledges set forth  

on page 301 of last year’s hearings were made in U.S. dollar 
equivalents?

Mr. Gaud. Yes, sir.
Mr. Rhodes. And this is true in every case?
Mr. Gaud. Yes, sir.
Mr. R hodes. So when the call is made the payment is made in the 

currency of the country but to the equivalent in U.S. dollars?
Mr. Gaud. I may have spoken too quickly here. The countries pay 

in terms of the ir local currencies, but the amounts a re determined for 
presentation purposes in dolla r equivalents.

Mr. Rhodes. Tha t is what I mean. Ei the r the currency is there 
for  informational purposes or the do llar equivalent  is.

Mr. Gaud. I don’t really know the answer.
Mr. Rhodes. Would you get tha t and furni sh it for the record?
Mr. Gaud. Yes, sir.
(The information appears on p. 1036.)
Mr. R hodes. If  it is dollar equivalent, then my question about how 

the IBR D was to meet the deficit in the event of depreciation of the 
currency would not  be valid.

Mr. Gaud. It  would be immaterial, that, is right .
Mr. Rhodes. If  it is not tha t way then the question would cer­

tainly have to be answered by somebody.
Mr. Gaud. You are quite right .

CO MPA RI SO N OF  IN D U S WAT ER S PLED GE  AN D SE CTI ON 2 0 2 ( b )  
C O M M IT M E N TS

Mr. R hodes. The Indus  project is not a commitment on the p art  of 
the United States. It  is, as Mr. Cleveland pointed out, sort of a 
pledge.
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1 suppose I should direct this to Mr. Miller: Is it possible to com­
pare the sanctity of the  pledge in the  Indus Basin with the so-called 
sanctity in the 202(b) program? Is the halo wider and brighte r 
or is it less wide and less brigh t ?

Mr. Miller. I think, Mr. Rhodes, you are far  more expert on the 
comparative value of moral obligations than I.

Mr. Rhodes. I accept that.
Mr. Miller. Having disqualified myself as an expert, I shall sim­

ply-----
Mr. Ford. Now just testify.
Mr. Miller. Section 404 of the Mutual Security Act of 1954 as 

amended is what I shall point to, which states the affirmation of the 
undertaking involved.

Mr. F ord. You want to put section 404 in at this point?
M r. Miller. I shall be delighted to.
(The section referred to follows:)

SECTIO N 40 4

Sec. 404. Indus Basin Development.—The Congress of the  United States 
welcomes the progress made through the good offices of the  Inte rna tional  Bank 
for Reconst ruction and Development toward the development  of the  Indus 
Basin  through a program of coopera tion among south  Asian and  other nations 
of the free world in orde r to promote  economic growth and political stab ility  
in south Asia, and affirms the willingness of the United  State s, pursuant to 
author ities contained in this and other Acts, to par tic ipa te in this  significant  
undertaking. In the event that  funds appropriated pursuant  to thi s Act are  
made avai lable  to  be used by or under the supervision  of the Inte rna tional  Bank 
for Construction and Development in fur therance of the foregoing purposes, 
such funds may be used in accordance with  requirements, stan dards, or proce­
dure s establi shed by the Bank  concerning completion of plans  and cost estim ates  
and  determination  of feasibility,  ra ther  than  with requi rements, standards, or 
procedures concerning such ma tte rs set for th in this or other Acts;  and such 
fund s may also be used without  rega rd to the  provisions of section 901(b) of 
the Merchant Marine  Act of 1930, as amended (46 U.S.C. 1241), whenever 
the Preside nt determ ines that  such provisions canno t be fully  satisfied without 
seriously impeding or preventing accomplishment of such purpo ses : Provided,  
That compensating al lowances are  made in the adminis trat ion  of other programs 
to the  same or othe r areas to which the requirements  of said section 901(b) 
are applicable.

RELIA BILIT Y OF FISC AL YEAR 1903 REQUEST FOR IND US WATERS PRO JECT

Mr. Rhodes. On page 30 of the green book, the worldwide summary 
of activities, we have for Indus  waterways a request for this  fiscal year 
of $30 million. Is that  still a valid request ?

Mr. Gaud. Yes.
Mr. Rhodes. There has been no change and there will be no request 

for supplementals so far as you know ?
Mr. Gaud. I don’t know about the latter. It  depends entirely on the 

Bank. So far as I know now, this is it.
Mr. Rhodes. You spent.$34.5 million last year?
Mr. Gaud. That is right, we obligated that amount.
Mr. Rhodes. You are asking for $30 million this year?
Mr. Gaud. Yes.
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EST IM ATE ON  BA N K  CA LL S DURIN G FI SC AL YE AR  1 9 6 3

Mr. R hodes. Do you have any inform ation from the Bank whatso­
ever as to the probable magnitude of its calls in October of  this year 
and April  of next year?

Mr. Gaud. No.
Mr. Rhodes. $30 million is the rankest k ind of guess, then, is it not ?
Mr. Gaud. It  is the Bank’s best estimate.
Mr. Rhodes. You mean you got this $30 million estimate from the 

Bank?
Mr. Gaud. Yes.
Mr. Rhodes. Tha t was my question. If  that is the Bank’s best esti­

mate then that is it.
Mr. Gaud. That is all I  have to go on.
Mr. Rhodes. This is where it came from. So far as you know this is 

a valid figure at this time?
Mr. Gaud. Yes.
Mr. Rhodes. That is all, Mr. Chairman.
Mr. Ford. Is that  the same procedure used in previous years ?

WORLD  B A N K  M A N A G EM EN T OF  IN D U S RIVE R DEV EL OPM EN T FU N D

Mr. Gaud. Yes. The Bank manages this Fund. The Bank lets the 
contracts.

The Bank does the whole job,  Mr. Ford. We make contributions to 
the Fund. They tell us, in accordance with  thei r schedule of works, 
and the like, how much money they need out of the commitment and 
they issue a call to all the contributors . Then we are supposed to 
meet it.

LE GA L O riN IO N  ON  PR OV IS IO NS  OF FO REI GN ASS IS TANCE AC T REGA RD ING  
TR AN SF ER S

Mr. Passman. Gentlemen, before we recess unt il 1 o’clock, I want 
to read from a section of the analysis of the Foreign Assistance Act 
of 1961, as interpreted by your  General Counsel:

Sec. 302. Authorization . The Foreign Assistan ce Act, section 302 (fore ign 
ass istance ) authorized the app rop ria tion of $153,500,000 for fiscal year 1962 to 
ca rry  out the  purposes of section 301 and section  303 (In du s B asin development). 
The full $153,500,000 was  app rop ria ted  for thi s purp ose by the Foreign Assist­
ance Appropriation Act of 1962. These fund s will be in addition to other fund s 
ava ilab le under any other act  for such purposes.

No oth er category of funds und er the  Fore ign Assi stance Act, however, may 
be used for  such purposes  since in general it is to be assum ed that  a specific 
app rop ria tion of an amount  for a pa rti cu lar purpose is an indication th at  Con­
gress did not inten d th at  oth er amounts  should  be used for  the  same purpose. 
In addi tion , the  presence in the law of several categories of aid  in general sug­
gests  th at  the re are  meaningful lines separa ting them.

If  what has been done is not a complete violat ion of what your own 
counsel said I never heard of it.

Mr. Midler. I think in general the General Counsel’s opinion, which 
we would be happy to provide on this par ticu lar tran sfer , will also 
show th at sections of the act, which involve and allow the transfers 
of appropriations from one account to another, will, of course, also 
be applicable under the circumstances so tha t sections 610 and 614 
would be-----
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Mr. Passman. I am giving your own interpretation of the act.
Mr. Miller. I would be happy to have the General Counsel pro­

vide an opinion on this.
Mr. Passman. He has already provided an opinion. It  is signed 

by Seymour J.  Rubin, General Counsel, Agency for International 
Development.

Mr. Gaud. May I ask for the date of the opinion?
Mr. Passman. Here it is. You people change rules down there as 

fast as any thing  of which I have ever heard.
Mr. Gaud, when we take a recess, it will not be necessary for you 

to come back.
Mr. Gaud. Thank you, sir.

W ES T GE RM AN  PO SI TIO N ON  FO RE IG N AID CO M M IT M EN TS

Mr. Passman. Ear lier  in our hearings a colloquy between the two 
of us had to do with the position of the Republic of Germany.

1 knew that I had had this very long meeting with I)r. E. Bend- 
heim, a foreign trade information officer, Federa l Republic of Ger­
many.

1 want to make available to you a copy of th is let ter so there will be 
no misunderstanding about the intent of Germany, and upon what 
basis they make commitments.

I think  one or two paragraphs would be appropria te to read at 
this time, and you may have a copy of the letter. Therefore, I q uote:

As yo u ma y kno w,  in th e pa st , de ve lopm en t a id  contr ib ut ed  by th e  Federa l 
Rep ub lic  of  German y has bee n es se ntial ly  under ta ken  th ro ugh in te rn ati onal 
org an iz at io ns  mainly th ro ug h th e  W or ld  Ban k.  On ly on ra re  oc ca sio ns  ha d 
b il a te ra l fina nc ia l ai d be en  gra n te d  fr om  pu bl ic  fu nd s.

In  1961 fo re ign aid of th e Fed er al  Re pu bl ic  of  G er m an y am ou nt ed  to  appro xi­
m at el y DM5.5 bil lio n, in clus iv e a loan  fr om  th e  Ger m an  in dust ry  of al m os t 
DM1 bi lli on . I t mus t, ho wev er,  be  no ted th a t th e ab ove fig ures  are  no t in  any­
w ay  fin al.  The  DM5.5 bi lli on  a re  not  el se  th an  pledges fo r pro je cts  which  m ay  
on ly  be re al iz ed  a ft e r se ve ra l year s or  no t a t al l sh ou ld  th e in ve st ig at io ns  re gard ­
ing  th e  pro je ct s be  ne ga tiv e.

In  th e  German  bu dg et  fo r 1962 an  am oun t of DM2.6 bi lli on  was  prov ided  fo r 
by th e  Gov ernm en t fo r fo re ig n ai d which  am ou nt , ho wev er , w as  so m ew ha t 
redu ce d by th e bu dg et  co mmitt ee . A tte nt io n is d ra w n to  th e fa c t th a t th es e 
ple dg es  ha ve  to  be co ns id ered  pra ct ic al ly  an d lega lly  as  co nd it io na l cr ed it  
pr om ises  which  wo uld on ly become  cr ed it  ag re em en ts  a ft e r a de ta il ed  in ve st ig a­
tion  ha s been mad e w ith  re gar d to  th e fe as ib il ity of  th e  re sp ec tive  pr oj ec ts .

It  goes on :
I wish  to  ad d th a t it  is th e aim  of  th e Gov ernm en t an d th e pri va te  in dust ry  

in th e  Fe de ra l Rep ub lic  of  G er m an y to  g ra n t ai d  in fu tu re  st il l more th an  up  
to  now to  s uch part n ers  on ly wh ose re li ab il ity  has  been  de fin ite ly  es ta bl ishe d.

I sinc er ely ho pe  th a t my  ex pla nation— 
and so on.

Any pledges they make are subject to the budget committee, and 
many times these pledges are drastica lly reduced.

I think if you read this letter you will know that  the German Budget 
Committee may reduce pledges by 50 or 100 percent.

The budget committee determines the level.
This letter is available for you, sir.
Mr. Gaud. Thank you.
Mr. Passman. And it is self-explanatory.
We shall recess until 1 o'clock this afternoon.
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AF TE RN OO N SE SSIO N

Mr. Passman. The committee will come to order.

ASS IS TA NCE  TO JA M A IC A

Without objection, I wish to insert in the record at this point a letter and memorandum from our distinguished colleague, Mrs. Ed na F. Kelly, of New York, a high-ranking member of the Committee on F oreign Affairs.
(The letter referred  to follows:)

Congr ess of th e United States,
H ouse  of Represent at ives , 

W as hi ng to n,  D.C.,  A ug ust  1 3,1 962.Ho n. Otto E . P assm an ,
Ch airm an , Su bco m m it te e on  F or ei gn  O pe ra tio ns ,
Hou se  C om m it te e on App ro pr ia tion s,  W as hi ng to n,  D .C.

Dear Mr. Cha ir m an  : I am  su bm it ting  to  yo u a me mo  em ph as iz in g th e  ne ed  fo r U.S.  a ss is ta nce  to  t he  ne w i nd ep en den t countr y  of J am ai ca .
I ho pe  th a t yo u an d your  co m m it tee w ill  gi ve  it  co ns id er at io n.  The  ba ck ­gro un d m ate ri a l su bm it te d  duri ng  th e  co ur se  of  th e  au th ori zati on  on th e m utu al  se curi ty  bi ll w as  w ri tt en  up  o ve r a year ago , be fo re  J am aic a  be ca me inde pe nd en t. The  ne ed s a t pre se n t a re  m uc h m or e u rg en t an d in  ne ed  of  im m ed ia te  c on si de ra ­tio n.
I tr u s t th a t you w ill  give  th is  a tt en ti on  duri ng  th e co ur se  of  y ou r hea ring s,  so th a t we co uld in cl ud e fa vora ble  in cr ea se d ai d  fr om  you r co mmitt ee .
W ith si nc er e ap pr ec ia tion , I am ,

Since re ly  you rs ,
E dna F . Kelly .

Com mittee  on F oreign Aff airs ,
A ugust  13, 1962.

M em or an du m t o : Ho n. O tto  E. Pas sm an , ch ai rm an , Su bc om m itt ee  on Fo re ig n O pe ra tion s,  C om m itt ee  on  A pp ro pr ia tio ns .
Fro m  : Ho n. E dn a F.  K ell y.
S u b je c t: Ne ed fo r in cr ea se d U.S . ass is ta nce to  Ja m aic a  in  fis ca l year 1963.

1. The  ai d  pr og ra m  fo r Ja m ai ca , pre par ed  by  th e Ag ency  fo r In te rn ati onal Dev elop men t se ve ra l m on th s ago—be fo re  Ja m aic a be ca me a  ne wly in de pe nd en t st a te —ca lled  fo r fiscal  y ear 1963 g ra n ts  in  th e am ount of  .$1 mi llion . Th ese fu nds a re  to  com e from  th e A lli an ce  fo r Pro gre ss  appro pri a ti on  an d a re  to  be us ed  in  co nt in ui ng  U.S . as si st ance to  a ll ev ia te  Ja m a ic a ’s so cial  prob lems of ho us ing,  in ad eq uate  w ate r su pp ly , and su bst andard  sch ool eq ui pm en t an d fa ci li ti es .
2. In  addi tion , ne go tiat io ns  ha ve  be en  in  pro gr es s fo r some tim e re ga rd in g lo an s fo r (a ) low -co st ho us in g an d rede ve lo pm en t, and (&) a co m m un ity  w at er  su pp ly  pr og ra m  in  Ja m ai ca . Tw o lo an s fo r th e  ab ov e pu rp os es , am ou nt in g to ­get her  to  $4.4 mi llion , a re  ex pe ct ed  to  be  m ad e by th e In te r-A m er ic an  De velop­m en t Ban k from  th e Socia l Pro gre ss  T ru s t F und w hich  w as  e st ab li sh ed  purs uant to  the L ati n  A mer ican  D ev elop men t A ct  o f 1960.
3. The  G ov er nm en t of  Ja m aic a  is  anx io us to  obt ai n ad dit io nal as si st an ce  to de ve lop  th e po rt  of  K ings ton.  A 1954 su rv ey  es ta bl is he d th e fe as ib il ity  of  th is  p ro je ct  an d in di ca te d th a t th e  fi rs t tw o phas es  of  i t  wou ld  co st  ap pr ox im at el y $11 mi llion . The  co mpleti on  of  th e  fin al  ph as e,  an d th e co ns truc tion  of  ap pr o­p ri a te  w ar eh ou si ng  f ac il it ie s,  wou ld  invo lv e an  est im at ed  $16 mi llion . Add iti on al  fu nds wou ld be  re quir ed  to  pr ov id e low-cos t ho us in g fo r Ja m aic ans di sp lace d by th e po rt  o f K in gs to n de ve lopm en t pro je ct .
4. Ja m aic a 's  im m ed ia te  ne ed  is  fo r a g ra n t to  fin an ce  an  up -to -d ate en gi ne er ­ing st ud y of  th e  prop os ed  pro je ct (t he  1954 st udy  is  appare n tl y  ob so le te in  som e re sp ects ).  In  ad di tion , g ra n t or lo an  ass is ta nce  is ex pe ct ed  to  be  re quir ed  in fis ca l yea r 1963 to  s ta r t work on th e  in it ia l phas es  of  th e  pr oj ec t. Since loc al cu rr en cy  ex pe nditure s on co ns truc tion  and  im pr ov em en t pr oje ct s of  th is  na tu re  a re  usu al ly  su bst an ti al , fo re ig n cu rr en cy  (d o ll a r)  ass is ta nce  in th e am oun t of $5 to $10 m ill ion wou ld api>e ar su ffi cie nt  to  a dva nc e th is  p ro je ct .
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5. Shor tly af te r Jam aica became an independ ent State , its Prim e Minister, Sir 
Alexander Bustamante , reaffirmed his cou ntry’s friendship for  the  United 
States,  expressed deep inte res t in at tra ct ing private American investment, and offered to make cer tain  facil ities—ports, airports , etc.—available  to the  United 
State s. In view of the situ atio n in Cuba, and  cer tain  other developments in 
that  area of the world, it is imp orta nt th at  we achieve stronger ties  with  
Jam aica . Assis tance for the  development of the por t of Kingston would serve 
this  objective.

Mr. Passman. How long has Jamaica been independent?
Mr. Cleveland. It  became independent just, a couple of weeks ago.
Mr. Passman. Off the record.
(Off the record.)
We discussed earlier additional funds transferred  into the U.N. 

U.N. Technical Assistance Program and Special F und

TR AN SF ER  FR OM  CO N TIN G EN CY  FU N D

Now, dealing particular ly with the contingency fund of $5 million 
into the technical aid program, tha t was to bring  it up to 40 percent 
of the total pledges by the other member nations; is tha t correct ?

Mr. Cleveland. Tha t is correct.
Mr. Passman. How many members do you have in the U.N. con­

tributing to this partic ular fund, U.N. technical aid?
Mr. Cleveland. I have a list here. I will have to count up the 

numbers.
Mr. Passman. Go ahead and count them.
Mr. Cleveland. Ninety-two.
Mr. P assman. Ninety-two nations.
Could you give us the percentage of the total contributions on the 

part  of the other nations ? Ours is 40 percent of the total.
Mr. Cleveland. We have the absolute figures.
Mr. Passman. We want the percentages. We put up 40 percent 

of the total ?
Mr. Cleveland. Yes. The others make voluntary contributions. 

This is not a percentage scale of assessment. They do not operate 
on a percentage basis.

Mr. Passman. Ours is voluntary, too.
Do you not have any way of knowing the percentage of the total 

the others put up ?
Mr. Cleveland. We have the figures and we can calculate the per­

centage.
Mr. Passman. What country  is the largest contributor other than 

the United States?
Mr. Cleveland. The United Kingdom. Three million dollars out 

of $42.9 million.
Mr. Passman. Wha t percentage would that be ?
Mr. Cleveland. We do not have a list of the percentages but we 

can work that out.
Mr. P assman. What would the percentage be fo r the United King­

dom ?
Mr. Cleveland. About 7 percent.



Mr. Passman. About 7 percent against our 40 percent.
Tf it is 6y2 percent, indicate Gi/o. We want the percentages of the 

other nations. If  you will put that  data in the record we shall ap­
preciate it.

Mr. Cleveland. I will be glad to.
(The information requested follows:)

United  Nations Spec ial Fun d, Government pledges and  contr ibutions
[I n  U .S . do ll ar  e qu iv al en t]

C o u n tr y
C ale ndar yea r 1961

A m ount P e rc en t

A fghan is ta n ................................ ................. . ................................................................ .........
A lb a n ia ...... ..................................... ......................... ................................................................
A rg en ti na................................................ .......................................... ................................. .
A ust ri a .................... ......... ........................... ........... ........... ......................................................
B el g iu m .......... ............................. ..
B o li v ia ............................................ .
B ra z il ................................................
B u lg a ri a ........... . .............................
B u rm a___________ ______ _____
B yel oru ss ia n S .S .R ......................
C a m b o d ia .. .................................. .
C a n a d a ............................ ...............
C en tr a l Aft -ican R epub li c..........
C ey lo n .......... . ...............................
C h il e........ .........................................
C h in a . .............. ................... ........
C o lo m bia .........................................
C u b a ............. ...................................
C y p ru s .......... ................................. .
C zech os lo va ki a.......................... ..
D e n m a rk .. .......... ................. .........
D om in ic an  R ep u b li c .........
E cuador.............. ......................... ..
E l Sal vador......... ........... . .............
E th io p ia ........... ..
Fed er at io n  o f M a la y a ............... ..
F in la n d .................................. .........
F ra n ce ................................ . ...........
G abon ............. ........... ......... ...........
G er m an y , F ed er al  R epub li c  of.
G h an a____________ _________ _
G re ec e__________________ ____
G u ate m ala ......................................
G u in ea .............. .................
H a it i..................................................
H o n d u ra s_____________ ______
H u n g a ry ____ _________ ____ _
I c e la n d .. . ........................................
In d ia .................. ....................... .......
In donesi a____________________
Ira n ...............................................
I r a q . . . ..............................................
Ir e la n d ........................................ .
Is ra e l.................................................
I t a l y . . ..............................................
Iv o ry  C oast ....................................
J a p a n .............................................. .
Jo rd a n ............... ....................... .
K o re a_____________ __________
K u w a it ________________ _____
L aos_______________________ ’ .
L ebanon_____________________
L ih eri a__________ ____ _______
L ib y a _____________ _____ ____
Luxem bourg ________ ____ _
M adagasc ar........... .........................
M ex ic o_______________________
M onac o............................................
M or oc co .......... ............. ...................
N e p a l________________________
N e th e rl an d s______________ _
N ew  Z eala nd .......... ................. .
N ic a ra gua............. . ................... .
N ig er ia ____________ _______ .21
N o rw a y ___________ ______ ____
P a k is ta n _____________________

$11,000
2,000

96,386
260,000

0.023
.004
.197
.533

10,000 .021
208,108 .426

14,706 .030
20,000 .04 0
50,000 . 102
5,000 .010

2, 350,000 4. 814
5,000 .01 0

10,000 .021
104, 762 .21 5
20,000 .04 0
40,000 .082

4,200 .009
69, 444 . 142

579,123 1.186

40,000 .08 2
2,000 .004

29,000 .05 9
10,000 .021

100,000 .205
1,072,066 2.196

2,000 .004
3,4 49,750 7.068

28,000 .057
30.000 .062

8,000 .016
10,000 .021
14,000 .029

5,000 .010
42,608 .087

4, 011 .008
1,7.50.000 3.58 5

25.000 .051
125.000 .2.56
34,000 .070
25,000 .051
70,000 .144

1,350,000 2.766

1,422,483 2.914
16,000 .033
10,000 .021

20.000 .040
30,476 .063
15,000 .031
25.000 .051

5,000 .010
4,051 .008

34,000 .070
1,519 .003

30.000 .061
2,000 .004

2, 561. 436 5.248
140,000 .287

3,857 .008
140,017 .287
597,088 1.223
129,998 .26 6
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P a n a m a ___________________________
P e r u  ...................... ........... .. .......................
Ph ili pp in es __________________
P o l a n d ____________________________
P o r t u g a l ....................................................
R o m a n i a ______ ________ _____ _____
S a u d i  A r a b i a . . . ...................... .............
S e n e g a l______ _________ ____________
S o u th  A f r ic a ................................. ...........
S p a i n ............................................................
8odao....................................
Sweden.................................
Switze rlan d _______ _____ _
T h a i l a n d ________ _____ ___________
T u n i s i a ..................... .. ................................
T u r k e y ........................................................
Ukrainian S.S.R  . ....................
U . S . 8 . R ......................................................
U n i t e d  A r a b  R e p u b l i c .....................
U n i t e d  K i n g d o m .......................... ..
U r u g u a y .................. ..................................
V a t i c a n  C i t y _____________________
V e n e z u e l a .___________ ____________
V i e t n a m ................ .....................................
Y u g o s l a v i a ............................. ..................

T o t a l ,  o t h e r  g o v e r n m e n t s .  
L o c a l  c o s t s . ___ _____ ______________

S u b t o t a l ....... ...........................
U n i t e d  S t a t e s ____________________

G r a n d  t o t a l  ............................

C o u n t r y
C a l e n d a r  y e a r  1961

A m o u n t P e r c e n t

$ 1 ,0 0 0 .0 0 2
7 0 ,0 00 . 144
6 6 ,0 0 0 . 135

125,0 00 . 256
1 0 ,0 00 .021
16, 66 7 . 03 4
25 , (XX) . 051
2 4 ,0 0 0 .0 4 9

50, 00 0 . 103
4 5 ,0 00 . 09 2

2 ,1 0 3 ,2 2 8 4. 30 9
46 5,  116 . 953
160 , 00 0 .3 2 8

13, 0 00 .0 2 7
32 2,  22 2 . 6 60
125, 00 0 .2 5 6

1, 0 00 , 00 0 2 .0 5 0
287,1 91 .5 8 8

5. 00 0,  0 00 10.2 43
2 0 ,0 0 0 .0 41

1 ,0 00 . 002
100,0 00 . 205

16, 68 6 . 03 4
192,0 00 .3 9 3

2 7 ,5 1 1 ,1 9 9  
1 ,7 7 6 ,0 0 8 3 .6 3 9

2 9 ,2 8 7 ,2 0 7  
19, 524 ,8 05 40. 0 00

4 8 ,8 1 2 ,0 1 2 100 .0 00

United Nat ions  expanded technical assistance program, Government pledges and 
contributions  

[ I n  U .S .  d o l l a r  e q u iv a le n t ]

C o u n t r y
C a l e n d a r  y e a r  1961

A m o u n t P e r c e n t

A f g h a n i s t a n _______________ _____ _____ _____ __________________ _______________________
A l b a n i a ______ ____________ ___________ __________ _____ ________________________________
A r g e n t i n a ........ ........... ............. ................................ ..................................................................... ............. ..
A u s t r a l i a ............... ............. ............................................................................ .. ................................................
A u s t r i a .................................................................................................................................................................
B e l g i u m _______________________________________________________________________ ________
B o l i v i a ............... .............................................. ........... .. ................ .. .............................................................. ..
B r a z i l .................................... .. ....................................... .................. ................................................ .. ................
B u lg a r i a ___________________________________________________________ _____ _____________
B u r m a ______ ______ ____________________________________ _____ _ ________________________
B y e lo r u s s i a n  S .S .R _____________________ ________ _____ _____ __________ ______________
C a m b o d i a ________________________ _____ _______________ __________ ___ __________ _______
C a n a d a _____ ______ __________ _________________________ ____________ __________________
C e n t r a l  A f r ic a n  R e p u b l i c _____________________ _____________ __________ _________ ____
C e y l o n ............................... ........... .................... .. ................ ......................................... .. ..................................
C h i l e ......................................................................................................................................................................
C h i n a _____ ___________________________________________________________________ _________
C o lo m b i a _____________________________________________________________ ________________
C o s t a  R ic a ___________________ ______ ______________________________________ ______ _
C u b a __________________________________________________________________ ________________
C y p r u s ........................................................................... ......................................................................................
C z e c h o s l o v a k i a ........................................................................ .....................................................................
D e n m a r k .......................................................... ......................................... .......................................................
E c u a d o r . . . ............... ..................................... ....................................................................................................
E l  S a l v a d o r ............... ......................................................................................................................... .............
E t h i o p i a .............................................................................................................................................. ................
F e d e r a t i o n  o f  M a l a y a . ...... .......................................................................................................................
F i n l a n d .................................... ....................................... .. .................................. .. ............................................
F r a n c e . ...... ............. .. ........... .. ............................................ .................................. ............................................

$13 ,5 00 0 .0 31
2 ,0 0 0 . (X)5

118,8 37 . 27 0
660 ,0 00 1 .4 9 8
170,0 00 .3 8 6

1 0 ,0 00 .0 2 3
68 7,  406 1 .5 6 0

14,7 06 . 03 3
40,0 00 . 091

100, (MX) . 22 7
5, 714 .0 1 3

2 ,1 5 0 , (MX) 4 .8 7 9
2 . (X)0 . 00 5

25 , (XXI .0 5 7
200 ,0 00 .4 54

20 , (XX) . 04 5
111), (XX) .2 5 0

10,0 53 . 02 3
100,0 00 . 22 7

4 .2 0 0 .0 1 0
69 , 444 . 158

1 ,1 5 8 ,2 4 5 2. 62 8
2 0 ,0 00 .0 4 5

7 ,7 0 0 .0 1 7
2 0 ,0 0 0 .0 4 5
2 5 ,0 00 .0 5 7
50. (XX) . 113

1,8 52, 53 3 4 .2 0 4
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United  Nations expanded technical assistance program, Governmen t pledges and 
con trib utions—Continued 

[ In  U .S . d o ll a r  e q u iv a le n t]

G a b o n ....................................................
G e r m a n y . ............................................
G h a n a  ................................................
G re e c e ..................................................
G u a te m a la .................................... ..
G u in e a . .................................................
H a i ti  .....................................................
H o n d u ra s ............ ................................
H u n g a r y ...............................................
I c e l a n d . . . ................ ............ ...............
I n d i a . . ...................................................
I n d o n e s ia . ............................................
I r a n ....... ..................................................
I r a q . . . ...................................................
I r e l a n d .......................................... ........
I s r a e l . .....................................................
I t a l y ............ .............................................
I v o ry  C o a s t ........................................
J a p a n ..................... ................................
J o r d a n .....................................................
K o re a ......................................................
K u w a i t  .................................................
L a o s ........................................................
L e b a n o n ................................................
L t lx ? r ia . . ........................................ .......
L ib y a .................................... .................
L u x e m b o u rg .............................. ..........
M a d a g a s c a r . . ......................... ............
M e x ic o ...................................................
M o n a c o ............ .................................. ..
M o ro cco ..................................................
N e p a l . . ________ ________________
N e th e r l a n d s . . ............................. ..
N e w  Z e a la n d ......................................
N ic a ra g u a ..............................................
N ig e r ia ......................... ...........................
N o r w a y . . . .............. .............................
P a k i s t a n .................................................
P a n a m a . . . . ................................ ..........
P e r u ......................................................
P h i li p p in e s ...........................................
P o l a n d . . ......................... ........ .......... ..
P o r tu g a l ..................................................
R u m a n ia ................................................
S a u d i A r a b i a . . ...................................
S e n e g a l. ...................................................
S o u th  A f r i c a . . . . ................ ................
S p a in .........................................................
S u d a n .......................................................
S w e d e n ....................................................
S w it z e r la n d ...........................................
T h a i la n d ................................................
T u n is ia ....................................................
T u r k e y ........................................... ........
U k r a in ia n  S .S .R .................
u .s.s.r ..........................
U n i te d  A ra b  R e p u b l ic ...............
U n i te d  K in g d o m ____ __________
U r u g u a y ............ ........ ...........................
V a ti c a n  C i t y ........................................
V e n e z u e la ................ .............................
V ie tn a m .......................... .......................
Y u g o s la v ia ____________ _______

T o ta l,  o th e r  g o v e rn m e n ts . 
L ocal co s ts ............................

S u b to ta l ......................
U n i te d  S ta te s .................................. "

G ra n d  t o ta l_________ _____

C o u n t r y
C a le n d a r  y e a r  1961

A m o u n t P e r c e n t

$2,0 00 .0 05
2, 120,00 0 4.81 1

66 ,1 58 . 150
30 .0 00 .0 68
12. 000 .0 27
10 ,000 .0 23
16 ,000 .0 36
8.0 00 .0 18

53 ,2 60 . 121
4.01 1 .0 09

75 0, 00 0 1.70 2
50 ,0 00 . 113
85 ,0 00 . 193
56 ,0 00 . 127
14 .000 .0 32
64 ,0 00 . 145

90 0, 00 0 2.0 42

40 0, 00 0 .9 08
24 ,0 00 .0 54

5.0 00 .0 11
50 ,0 00 . 113
20,0 00 .0 45
20, 317 .0 46
25.0 00 .0 57
25 ,0 00 .0 57

4,0 00 .0 09
4. 051 .0 10

12 1,00 0 .2 75
1.51 9 .0 03

15, 000 .0 34
2,0 00 .0 05

1,5 65,0 83 3. 552
28 0, 00 0 .6 35

2,57 1 .0 06
70,0 08 . 159

60 4, 78 8 1.37 2
17 0,00 0 .3 86

4,0 00 .0 09
40, (MX) .091
66, (MIO . 150

10 0, 00 0 .2 27
30 ,0 00 .0 68
16, 667 .0 38
25,  <MM) .0 57
16 .0 00 .0 36
10 ,0 00 .0 23
50, 000 . 113
90,0 00 .204

1, 005,2 19 2.28 1
46 5, 11 6 1.05 5

38 .0 95 .0 86
17 ,0(H) .0 38

266,  667 .6 05
250, (MX) .5 67

2, 000, 000 4.5 38
143, 596 . 326

3, 000, 000 6 808
100, 000 .2 27

1,00 0 .0 02
55 0.00 0 1.24 8

25 ,714 .0 58
138, 0 00 .313

23,7 44,1 78
2,6 96,7 16 6.11 9

26.4 40 ,8 94
17 ,6 27 ,263 40 .0 00

44,0 68 ,1 57 10 0.0 00
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Mr. Cleveland. The balance of  payments effect of the U.N. system 
as a whole is actually positive as far as the United States is concerned.

Mr. Passman. If  it were positive 10 times over, i t would not wipe 
out the balance of payments deficit for last month. Are we not 
putting up dollars tha t are spent abroad ?

U .N . EXPEND ITU RES IN  THE UN ITED  STATES

Mr. Cleveland. More money is spent in this country by the U.N. 
system as a w hole than we pay into  the U.N. system as a whole.
* Mr. Passman. What do you get back when the dollars are spent ? 

Are they shipping anything  back ? Is there any gold coming back in ?
Mr. Cleveland. In effect, yes.
Mr. P assman. Define it.
We gave $153.5 million last year as a contribution to in ternational 

organizations. Wha t did we get back on the boats coming back to 
America, or the planes, for this $153.5 million in tangibles?

Mr. Cleveland. Tha t is not the point I was making.
The U.N. system as a whole is what I am talk ing about.
Mr. P assman. How did it affect our balance of payments situation, 

if we did not get something back ?
Mr. Cleveland. For the U.N. system as a whole our assessed con­

tribution came to $84.6 million, and the estimated amount of the U.N.’s 
total budget that  was spent in this country is $114.3 million.

Mr. P assman. Spent in this country ?
Mr. Cleveland. Yes.
Mr. P assman. Let us put the two together, assessements and volun­

tary  contributions.
Mr. Cleveland. If  you take the voluntary  contributions, the total 

U.S. contribution  is $148.9 million proposed and the estimated pro­
curement in the  United  States, or othe r savings in th at manner, would 
come to about $107 million out of that.

Mr. Passman. Let us add the voluntary  contributions and the as­
sessed contributions. Let’s see the two of them together.

Mr. Cleveland. The two together would be $233.5 million as the 
U.S. contribution, and $221 million estimated purchases in the United 
States. Tha t goes beyond the U.N. system into some of the other-----

Mr. Passman. Something procured in the United States and 
shipped out?

Mr. Cleveland. Yes.
Mr. P assman. Did an ything come back for the dollars ?
Did you get any gold back, any steel ? Did anything come back ?
It  is strictly a one-way street ?
Mr. Cleveland. Yes.
Mr. P assman. How does it help our  balance-of-payments situation , 

if i t is all traveling one way ?
Mr. Cleveland. I say the U.N. system——
Mr. Passman. Let us stay to this $221 million.
How did that  help our balance-of-payments s ituation, i f it traveled 

a one-way street out ?
Mr. Cleveland. The point I was making before is tha t when we 

make these contributions, our dollars and the dollars of the other 
countries, and the convertible currencies of other countries, are used
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to make purchases in the United  States  for the United Nations, and 
the net result is, in the case of most of the U.N. operations and cer­
tainly the system as a whole, positive. In  the  U.N. headquarters, for 
example-----

Mr. Passman. We want that pinned down.
Mr. Cleveland. Something like 55 percent of the expenditures by 

the U.N. headquarters up in New York is in the United  States, and 
we put up 32 percent of t hat  in our regula r budget. I t is a two-way 
arrangement.

Mr. Passman. I do not agree with you.

EX PE N D IT U RES OF  A ll ) FU NDS IN  T H E  U N IT E D  STAT ES

I believe that the AID , as such, put out a lot of propaganda all 
over the United States  tha t this is a good program because 80 per­
cent of all the  appropriat ions are actually spent in the United States.

Mr. Cleveland. That is the way the Admin istrator is administering 
the program. Tha t is the way he is making it come out. He is ad­
ministering the program so 80 percent of the funds will be expended 
in this country.

Mr. Passman. And there  is another group tha t says 93 percent is 
expended in this country.

Mr. Tennant. I believe Mr. Gaud said that in  his area.

IN VOIC E PA Y M EN T S ON  S H IP M E N T S  TO  R E C IP IE N T  CO UNTR IE S

Mr. Passman. When these shipments go out of the United States, 
the invoices are not sent to the recipient country  for them to pay out 
of dollars they earn from their exports, but the invoice winds up 
at the U.S. Treasury for payment, does i t not?

Mr. Cleveland. Not in this program.
Mr. P assman. I am talk ing about the foreign aid program, as such. 

The invoices go to the  Treasury for payment, do they not?
Mr. Tennant. On the regular aid appropria tion, that  is correct, 

sir. They are paid  throug h banks in New York.
Mr. P assman. They wind up in the U.S. Treasury and the Treasury 

meets the payment ?
Mr. Tennant. Tha t is correct.
Mr. Passman. If  what the aid agencies are advocating as being good 

for America is a fact, if we doubled the aid program then we would 
double the amount of jobs and ship out twice as much stuff. Is it 
logical to follow it to that  conclusion ?

You people administering, you are  on several advisory committees. 
I want to see i f we unders tand it the same way.

Mr. Cleveland. As far  as the internationa l organizations are con­
cerned, the thing special about them is, other people’s contributions 
also get spent in the United States.

EC ON OM IC  EFF ECT OF  AID IN  U N IT E D  ST AT ES

Mr. Passman. I am speaking of the AID program.
It  has been stated tha t 80 percent of the money we appro 

spent in the United States. You are familiar  with tha t 
Mr. Cleveland. Yes.

t
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Mr.  P assman. The claims are  to the  effect tha t it creates abou t 
700,000 jobs, and  it helps the  economy of the  Un ited Sta tes .

Mr. Cleveland. Yes.
Mr.  Passman. Th en , if we sho uld  double the  amoun t of  money, it 

would  mean th at  we would doub le the  amount of jobs and doub le the  
amount, of  pr os pe rit y we are  g et ting  out of  these  exp enditure s?

Mr. Cleveland. Th ere  are two sides to the equat ion.
On one side you hav e the  pos itive effect  of any  Government  ex­

pend itu re—public w orks in th is  countr y o r otherwise.
On the  othe r side , you hav e the  t ax  t ak e th at  has  to be tak en out  of 

Am eric an business, and  we wan t to keep  th at  fro m go ing  a ny hig her. 
As th e P res iden t has jus t ind ica ted , we wa nt to  get i t down.

Mr. P assman . I t  is un ad ul tera ted  poppyc ock  about thi s prog ram 
benefit ing A merica  economically.

Why do you  not go into ch ap te r 2, th at  when you ship these goods  
out,  the  invoices go  to t he U .S.  Treasur y fo r paym ent  b v the tax paye rs,  
and  it is just th at  much wealth leavin g the  shores  of t he  U nit ed  State s 
never to l>e re turned .

You do not quarr el with t ha t s tatem ent, do you ?
Mr. Cleveland. Th at  is qui te right.
Mr. P assman. Th ank you.
Mr. ( ’level and. There  is anoth er element to it where pro gre ss has  

been made. In  previous years  much more of  the  do lla rs we pu t into  
aid  prog ram s were act ua lly  spent in othe r people' s economies, making- 
jobs  in th ei r cou ntries.

Mr.  P assman. Th at  h as caused the  ba lance of paym ent s to get out of 
ki lte r?

Mr. Cleveland. Th at  is one of the  elem ents , th at  and  the  mili tary  
expend itu res  abro ad.

Mr. P assman. Is  it not tru e when you spend do lla rs abroa d, they  
alw ays  come home, eit he r d ire ctl y or  ind irectly?  So, it does not make 
any diffe rence wheth er you are spendin g them direc tly  throug h the 
manufac turere  or  the  th ird nat ion . I t is som eth ing  we are  giv ing  
away, where  it is milit ary e xpendit ure s abroad .

Th ere  are  o nly  t hree  th ings  you can  do wi th the  d oll ar.  Buy  gold,  
buy wh at  we produce,  or  accumula te the m f or  spe culatio n ?

Is  that  a st ate me nt o f fac t ?
Air. Cleveland. Yes. We  wa nt  to manag e the whole thin g in  such 

a way  othe r cou ntr ies  have only ju st  en oug h do lla rs to buy ou r goods 
and not  enou gh d oll ars  to buy our  gold.

Mr. P  assman. You  said let  these peop le have ju st  enough  dolla rs 
to buy the  goods  the y need. He re,  however , is the  pl ig ht  we are in 
subs tan tia lly  as a re su lt o f th is v ast , un con tro lled, wild , loose p ro gra m :

(JOLD HOLDINGS IN  UN ITED  STATES AND FOR EIGN COU NTR IES

U.S.  gold ho ldings on Dec ember 31, 1952. amounte d to $23,252 m il­
lion . On Decembe r 31, 1961, o ur  gold ho ldings ha d been reduced to 
$16,947 m illion .

We  go then  to for eig n shor t-t erm do lla r assets , “f ree world ,” and  
we find  t hat t hey held $10.5 bi llio n on December 31, 1952. On Decem­
ber 31 ,1961, th is tota l ha d inc reased  to $22,558 million.
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Not only had  they been able to reduce our  gold with our dollars, a 
substantial portion of which we gave to  them, by $6,305 million, but 
they pushed their gold holdings  up from $13 to $23.6 billion.

Would you l ike to  have a copy of this tabula tion for your file?
Mr. Cleveland. I think i t would be very useful.
I think  one footnote I would p ut on this is, th at most of  the  coun­

tries abroad who have been able to increase their  gold reserves over 
the past few years have been European countries, the developed coun­
tries.

Mr. Passman. Do you think so ?
Mr. Cleveland. Most o f these programs have to do with the less 

developed countries.
Mr. Passman. Do you think  so?
Why do you no t ask the T reasury to give you a statement for the 

past 5 years listing  the amount of gold tha t new countries have bought, 
even some of the new African countries.

Much of our gold has been drained off by these so-called new na­
tions, the ones we are helping the most.

Over the whole world, you will find tha t some of these nations would 
get an aid allocation perhaps in October for $15 million and in 
November they would buy $16 million of our gold.

CO NT INGE NC Y FU ND  TRA NSFER  TO U .N . TE CH NICA L ASSISTA NCE 
PROGRAM

You stated tha t you transfer red $5 million out of the President ’s 
contingency fund over to the U.N. technical aid  fund.

Mr. Cleveland. That is correct, sir.
Mr. Passman. Th at fact was brought about by the fact that the 

other 95 part icip atin g nations, at least some of them, had increased 
thei r pledges, which required ours to be 40 pe rcent; is tha t correct?

Mr. Cleveland. That is correct.

PLEDGES MADE IN  ADVANCE OF CA SH PA YM EN TS

Mr. P assman. Some of those nations make t hei r pledges on a calen­
dar  year basis, do they not ?

Mr. Cleveland. They are all made against calendar years.
Mr. P assman. Some of them make the ir pledges 2 years in advance, 

do they not?
Mr. Cleveland. They generally do not pledge ahead. They are 

generally working on the current year.
Mr. Passman. We had testimony to tha t effect yesterday. You 

reconcile the difference.
Mr. Cleveland. They make a pledge, but they do not put up the 

cash sometimes for a while, and we have to watch tha t pretty care­
fully because we do not want to put up our cash until they do.

Mr. P assman. It  was testified to yesterday  tha t in some instances 
they make a 2-year pledge. It  might be 2 years before you would 
call the money, is that correct ?

Mr.  Cleveland. Ea ch  pledg e applies to t he  par ticu la r yea r.
Mr. P assman. They do have 2 years in which to put up the money, 

do they not, when they make these pledges?
Mr. Cleveland. Yes, indeed.

87948—62—pt.  3----- 67
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Mr. P assman. Whether it is for a 1- or 2-year pledge?Mr. Clev eland. Yes. The pledges are for each year as they go along, hut they have 2 years in which the pledge may be paid in, during which period we will match the ir contributions  on a 40- to 60-percent ratio.
OBLIGATION OF U.S.  FU ND S AGAINST FORE IGN PLEDGES

Mr. P assman. They make a pledge and they have 2 years  in which to put up the money ?
Mr. Cleveland. That  is right; yes.
Mr. Passman. Why do you people have to take out of the con­tingency fund and build our contribution to 40 percent right off the bat ?
Mr. Cleveland. Well, we have not passed over the funds that are involved, most of them.
Mr. Passman. You obligated the funds, did you not ?Mr. Cleveland. We obligated the funds.Mr. P assman. They are out of our reach now; is that correct ?Mr. Cleveland. That is correct.
Mr. Passman. Could this not carry over to fiscal year 1003 ?Could you not have said, “We do not know whether the pledges will be collected, but as of th is date the other 95 nat ions of the world who are participan ts have agreed within the next 2 years to pay in so much money. If  so, we will need this amount” ? Is  it not too early to determine whether you will require $45 million ?Mr. Cleveland. No. The $45 mill ion is based on what ?Mr. Passman. Forty percent of other nations’ pledges.Mr. Cleveland. On our last possible estimate during  the fiscal year 1962 of other nations’ actual and expected pledges for calendar  year 1962.
Mr. P assman. They have 2 years in which to pay.Mr. Cleveland. And so do we.
Mr. Passman. They have pledged now ?Mr. Cleveland. They have until the end of the year to complete pledges for 1962.
Mr. P assman. They have 2 years in which to pay it ?Mr. Cleveland. Yes.

RECORD OF FLEDGES MET BY OTHER COU NTR IES

Mr. P  assman. And you do not know yet whether they are going to pay in according to those pledges, do you ?Mr. ( ’leveland. Well, the record has been pret ty good.Mr. P assman. “Pretty good” ?
Do you have a record from which you can say these pledges have been paid in accordance to the amount pledged, whether it is 60 or 65 percent ?
Mr. Cleveland. The record is, for 1960 pledges, the collections have been all but 0.7 percent.
Mr. P assman. Let us go back to 1955 and bring it up to date.Mr. Cleveland. This is 1960, 1961, and 1962; those are the years I have been involved with.
Mr. Passman. We have been told previously that nations had not come up with as much money as they had pledged.
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Mr. Cleveland. This is true on some of the U.X. accounts, but not 
for this program.

Mr. Passman. H ow about the Russians? What do you do with 
their  rubles? Also, did they increase their pledge?

Mr. Cleveland. No, they put up $1 million worth of rubles in the 
special fund in the last 2 years.

Mr. Passman. Is tha t the amount of their pledge ?
Mr. Cleveland. Th at is the amount of their pledge.
Mr. Passman. The rubles are unspent, are they not?
Mr. Cleveland. Most of those contributed to the Special Fund are 

unspent. All of the  amounts they contributed to the technical assist­
ance program are being used.

(The information follows:)
U til iz a tio n  of  B loc Cu rren cie s  in  U nit ed  N ati ons E xp an de d T ec h n ic a l  

A s sis ta n c e  P rogram  an d  Spe cia l  F und

In  1961, th e  bloc , ex cl ud in g Cu ba , cont ri but ed  th e eq ui val en t of $2,606 ,076 to 
th e  Uni ted N at io ns  ex pa nd ed  pro gr am  of  te ch ni ca l as si st an ce , an d $1,445,425 to 
th e U ni te d N at io ns  Sp ec ial  Fun d.

In  som e cases, contr ib utions in  no nc on ve rt ib le  cu rr en ci es  p re se nt no prob lems, 
a t le ast  to  th e U.N . ex pa nd ed  pr og ra m  of  te ch ni ca l as si st an ce , an d it  has bee n 
fo un d th a t th e u ti li zati on  po ss ib il it ie s a re  g re a te r th an  th e avai la bil it y  of cu r­
re nc ie s p ai d  to  m ee t a ss es sm en ts .

In  1961, th e UNETAP uti li ze d  $2,488 ,000 w orth  of  ru bl es . (T his  co m pa re s 
w ith  th e contr ib ut io n by th e  U.S.S .R., B ye lo ru ss ia , an d th e U kra in e of  $2.3 
m ill ion in  ru bl es  in  th e sa in t1 year. ) Th e U ni te d N at io ns re port s th a t in  1961 
it  ut il iz ed  th es e ru bl es  fo r th e  fo llo wing purp ose s:  (a ) pay m en t of  So viet  ex ­
pe rt s,  $967,00 0; (b ) fe llo wsh ips,  $481,000;  an d (c ) eq uipm en t, $1,040,000.

Mr. Passman. Tha t transaction prompted an increase in our con­
tributions because it brought the total amount up, by Russia giving 
her rubles?

Mr. Cleveland. Except  we do not match the cash until the cash 
comes in.

Mr. P assman. The rubles are considered as cash. Do they not tell 
you where and how to spend them ?

Mr. Cleveland. In effect, their rubles are tied to services and goods 
procurable from the Soviet bloc countries.

Mr. Passman. You must have Russian technicians in order to be 
able to spend those Russian rubles;  is that not correct ?

Mr. Cleveland. Yes.
Mr. P assman. You do not have to have an American technician per­

forming the service in order to receive our contribution, do you ?
Mr. Cleveland. Tha t is correct.
Mr. Passman. If  Russia wanted to-----
Mr. Cleveland. On the supply side, our funds  tend to be used for 

dollar procurement. This is less tine  on the technician side.
Mr. P assman. Let us consider the number of nations in arrears for 

calendar 1961.
Mr. C-Eveland. The pledges and cont ributions  are here.
Mr. Passman. The nations in arrears-----
Mr. Cleveland. I was addressing myself to your previous request 

for the list of pledges.
Mr. P  assman. You answered for  1955 through 1962, inclusive.
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NA TIO NS IN  ARREARS FOR CALENDAR YEAR 1061

Tell us the number of nations t ha t are delinquent for calendar  year 1961. Would you read them into the record at this point?Mr. Cleveland. Here they are. The only trouble with the foreign aid program is it involves too much paper.Mr. P assman. Tha t certa inly is one trouble with it.Mr. Cleveland. This is the whole table for the Special Fund . It  would take quite a while to read it.
Mr. Passman. We would like to have it. The first nation ?Mr. Cleveland. Argentina.
Mr. Passman. IIow much ?
Mr. Cleveland. $96,386.
Mr. P assman. Tha t nation in 1961 bought $90 million of our gold.Next?
Mr. Cleveland. They have a 2-year period, and perhaps they will come up with their money. On past performance-----Mr. Passman. We put up additional money while other nations are in arrears. Let us get the next one.
Mr. Cleveland. We have not put  it up yet. We have obligated it on our books.
Mr. Passman. You have taken i t out of the President ’s contingency fund, so they  could liquidate tha t fund. So fa r as we are concerned, it is out of control of Congress. I t is on hand.Give us the other nations.
Mr. Cleveland. Bolivia.
Mr. Passman. How much in arrears ?
Mr. Cleveland. $10,000; Central  African Republic, $5,000; Ecua­dor, $40,000; Eth iopia,  $29,000; Guatemala, $8,000.These are all dollar equivalents.
Haiti, $14,000; Honduras, $5,000; Italy , $1,350,000.Mr. P assman. I think Ita ly has about $4 billion in gold reserves.Mr. Cleveland. They will be paying  up. They normally do.Panama,  $1,000.
United States of America pledged $19,524,805.Mr. Passman. Are you put ting  the United States as being delin­quent in its payments?
Mr. Cleveland. I am saying we have not paid over as much as our pledge. Tha t is what these figures represent—for the  United States as well as the other nations.
Mr. Passman. You have obligated.
Mr. Cleveland. It  is obligated on the books of the United States, but we have not made an international transaction. This may be true of these other nations.
Mr. Passman. You do not want to include the United  States as being in arrears in the payments?
Mr. Cleveland. It  is not in th is sense an arrearage. We are in the same category as the other ones I am reading you.Uruguay, $20,000.
Mr. P assman. If  you say they  have not paid it over, we are wasting a lot of time.
Mr. Cleveland. Since they have not paid, i t is up to us to get them them to pay. The purpose of matching is to get them to pay.Mr. Passman. Give us the rest.
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Mr. Cleveland. So we are holding back our cash payment until 
their  cash payment comes in.

JU ST IFIC ATI ON FOR CONTINGENC Y FU ND  TRANSFER

Mr. P assman. Are you saying tha t you are holding ours back until 
theirs is ready, and yet you trans ferred out of the contingency fund 
$5 million over to something tha t you could have delayed until you 
could have explained to the committee the reason ?

Mr. Cr .eveland. We obligated in order  to make good our pledge.
Mr. Passman. I thought you said it was to encourage them to 

pay up.
Mr. Cleveland. We have not paid it over. We have obligated it 

in order to show our pledge is real and we have the money.
Mr. Passman. You could have delayed th is action until fiscal year  

1963 and stated, “We think we shall need money on account of thus 
and so.”

Mr. Cleveland. We said fo r the record last year we probably would 
need more money and if so we would take it out of the contingency 
fund.

Mr. Passman. You have not answered my question.
Mr. Cleveland. This is well covered by the legislative history of 

last year.
Mr. P assman. I am interested in specifics.
Could you have postponed until fiscal year 1963 your request for 

this $5 million, then included it and said, “Here is why we need an 
increase” ?
Would it have been in time to meet the commitments?

Mr. Cleveland. The expenditure commitments.
Mr. P assman. It would have been ?
Mr. Cleveland. Yes.
Mr. P assman. Thank you.
You know that  we know you did not have to tran sfer this out of 

the President's contingency fund in order to meet our commitments.
Do you have any more nations in arrears?
Air. Cleveland. Th at is the end.

ASSESSMENTS  FOR U .N . EMERG ENCY FORCE

Mr. P assman. On page 3 of your statement, you state tha t you need 
$1.3 million for the U.N. Emergency Force in the Middle East,  to 
complete our financing for the period up to June  30, 1962: is that 
correct ?

Mr. Cleveland. Yes; $1,320,000.
Mr. Passman. What is our regu lar assessment for this purpose 

from Jan uary to June  of 1962 ?
Mr. Cleveland. The assessment for that same period ?
Mr. P assman. Yes, sir.
Mr. Cleveland. $3,121,950.
Mr. Passman. How many nations, if any, are in arrears on their 

contributions to the U.N. for this  purpose?
Mr. Cleveland. For  the U.N. Emergency Force, I believe 56.
Mr. P assman. Fifty -six nations in arrears?
Mr. Cleveland. Yes.
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AI D REC IP IE N TS IN  ARR EAR S ON  U .N . PA Y M EN TS

Mr. P assman. All the  n ations y ou listed as being in a rr ea rs  on U.N. 
technica l aid  are rec ipie nts  o f ou r aid pro gra m.  Of  these  56 nat ion s 
in ar rears, cou ld you tel l us how many are  rec ipi en ts of  ou r aid 
pro gra m ?

Or,  rat he r than  t ha t, do you  kn ow of  an y t hat  are  no t a id rec ipient s?
In se rt  those in  the  record. I t  would be a very short , list.
Mr. C leveland. I t  cer tai nly  w ould .
(The  in form ati on  r equeste d f ollow s:)

Nations in Arrears on Assessed Contributions for UNEF,  Which Are Not 
Recipients of U.S. Economic Aid in 1902 

(As of Ju ly  31. 1962)
Albania Czechoslovakia
Belgium Hun gary
Bulgaria Rum ania
Byelorussian S.S.R. Ukrain ian  S.S.R.
Cuba U.S.S.R.

Mr. P assman . Off the reco rd.
(Off  th e record .)
Mr. P assman. Th is vo luntary contr ibuti on  of  $1.3 mi llio n is to lie 

used to  reduce  by up  to  80 pe rcen t the  Ja nuar y-J une 1962 Un ite d 
Nations Em erg ency Fun d assessments  of  mem ber sta tes  leas t able 
to p ay ; is th at correct?

Mr.  C leveland. Tha t is co rrect.
Mr. P assman. Are th ere 56 of  the m ?
Mr.  Cleveland. No, th ere are more than  th at in th at  ca tego ry.
Mr.  P assman. That  are  unable  to pay ?
Mr. C leveland. Yes.
Mr.  P assman. Could  i t be th at is t he  sam e t ype of  p ledge you hav e 

been match ing? I f  they  are no t able  to pay thi s, can they pay  the  
technical  aid  assessment?

Mr.  Cleveland. Th is is a d iff ere nt------
Mr. P assman. I know it  is d iffe ren t.
Mr. Cleveland (con tin uing ). Ke ttle of  fish. Thi s is one of  the  

program s th at  was in an unse ttled  legal  con dit ion  as to wheth er thes e 
assessments were in f ac t expenses  of  the organiz ation  within the mean­
ing  of the  C ha rte r. Th is quest ion  has  jus t been set tled by the  W or ld  
Co urt, as you know. Th is will  provide  a basis------

Mr.  P assman. Tha t was  an opinion .
Mr . Cleveland. It  is now the law as a result  of the  Court  decision.

U .N . BOND IS SU E T O PA Y FU TU RE EX PE NDIT URES

Mr. P assman. Why  wou ld you be wa nt ing  money fo r bonds, then? 
Would thi s th ing not work its el f out wi thou t the U.N . bonds?

Mr. Cleveland. No, si r. Th ere  is no assessment fo r eit he r U N EF, 
or  the Congo  o perat ion , fro m J uly  1 on. Th e bon d money is the only 
money available.

Mr. P assman. T o pa y fu tu re  exp enditure s?
Mr. Cleveland. Fr om  the  beg inn ing  of la st mo nth  on.
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Mr. P assman. Last year our  regular assessment, plus our voluntary 
contribution,  amounted to 41.66 percent of the program; did it not?

Mr. Cleveland. Yes, sir.

R IS IN G  PE RC EN TA GE  OF U .S . CONTR IB UTI ON

Mr. Passman. This year our percentage contribution is rising to 
45.56 percent; is that  correct ?

Mr. Cleveland. Which is a reduction from 1960 when i t was 48.48. 
Mr. Passman. We thought we had worked it down to where it would 

meet the other.
It  was 41.66 percent durin g fiscal year 1962; is that  correct?
Mr. Cleveland. Tha t is correct, sir.
Mr. P assman. It  will rise to 45.56 percent during fiscal 1963 ?
Mr. Cleveland. That is correct. That  is for the first hal f of 1962. 
Mr. Passman. During the same time our gold is flowing out to those 

who are in arrears , and they are creating favorable balance of  pay­
ments while ours is still very unfavorable.

U.N.-Congo Economic Assistance

You are requesting $34.3 million for U.N. economic assistance to the 
Congo ?

Mr. Cleveland. Tha t is correct.

VO LU NT ARY  CONTR IB UTI ONS BY  U N IT E D  STA TES

Mr. P assman. How much has the United States  contributed to date 
voluntarily  to this program ?

Mr. Cleveland. It is a total of $98,271,953 from all sources, includ­
ing the Public Law 480 food program under titles I and II .

Mr. Passman. Does the United  States  also have a bilateral pro­
gram for the Congo in fiscal year 1963 ?

Mr. Cleveland. Yes, it does.
Mr. Passman. The amount?
Mr. Cleveland. --------proposed.
Mr. Passman. Would tha t fact indicate a shift  toward the U.N. 

of the U.S.-paid program for the Congo?
Mr. Cleveland. Actually, it has always been handled  fo r the  most 

part  under the U.N. except for some re latively small projects.

OTH ER  PA R T IC IP A T IN G  COUNTR IE S

Mr. P assman. Unde r this type of a system, where there are 96 na ­
tions contributing to the  technical aid, how many would be contribu­
ting  to this program for the Congo ?

Mr. Cleveland. In this part icular case it is much smaller because 
only a few of the larger countries are par ticipat ing at all.

The contributions  to the U.N. Fund for the Congo come from 15 
countries altogether, although Belgium is a major  contributor of 
economic assistance to the Congo, but  not through the Fund.

Mr. Passman. Could you tell us what percent of the total the 
United Sta tes is contributing?



Mr. Cleveland. Something over 80 percent of aid channeled 
through  the U.N. This is not done on a percentage basis.

Mr. Passman. Of the 15 nations, we are contributing 80 percent 
of the total ?

Mr. Cleveland. 86.33 percent so far. But if we look at economic 
assistance—bilateral as well as mult ilateral—the large Belgian con­
tribution of some $90 million since independence reduces our total 
percentage input considerably.

Mr. Passman. 86 percent.

RE CO GN IT IO N OF U .S . AS SI ST ANCE  B Y RECIP IE N TS

For the 14 nations, if you broke i t out on an even basis, it would be 
1 percent each. I wonder if the nation which is pu tting up 1 percent 
or less gets as much credit as a nation putt ing up 86 percent, in the 
eyes of the people in the Congo.

Mr. Cleveland. I think they probably do not.
I think most of the  people in the Congo are aware that  most of the U.N. program comes from the United States.
Mr. Passman. I think tha t is subject to debate.
In some of the more enlightened nations, they do not know the 

source of the aid.
Mr. Cleveland. The purpose of the exercise is results, not 

gratitude.
Mr. Passman. I should think such knowledge and appreciation 

would play an important part , from our point of view.
Mr. Cleveland. My experience is, when people are helped, they are 

not always grateful even if they are made stronger.
Mr. Passman. When you come down to the cold facts, those who 

have insulted us the most harshly are getting the greatest increases 
in the program for fiscal year 1963.

It  gives me the idea you are righ t, that grati tude works in reverse 
in this program.

Mr. Cleveland. Remember the rich man who was told that a friend 
of his really hated him, and he said, “ I do not understand why that 
man should hate me, I never helped him in my life.”

Mr. P assman. That  observation might fit very well here.
U.N. Technical Assistance and Special F und

Now, for the U.N. technical assistance program, the estimate is $50 
million for the fiscal year 1963 ?

Mr. Cleveland. That  is correct.
Mr. P assman. Has th is amount been pledged yet ?
Mr. Cleveland. There has not yet been a pledging conference. 

That happens in the late fal l. This is for the calendar year 1963.
AM OUNT OF  U .S . PLED GE S DET ER M IN ED  BY PR ES ID EN T

Mr. Passman. Is the percentage of our total discretionary with our 
delegate ?

Mr. Cleveland. No, s ir; the delegate is an instructed delegate un­
der the President.
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Mr. P assman. If  he pledges 35 percent of the total, that is our obli­
gation. It is not mandatory that he go for it ?

Mr. Cleveland. No. What we have done in the past, and as we 
testified before, is to say tha t we will match 40 percent against 60 
percent tha t the rest of the countries  in the world do, up to a specified 
dollar limit.

Mr. P assman. Poes the delegate have any discretionary powers at 
all about the percentage?

Mr.  Cleveland. No.
Mr. P assman. You are testi fying  differently than was testified yes­

terday.
You only have a precedent for 40 percent, but there is nothing 

mandatory about it ?
Mr. Cleveland. That is correct.
Rut you asked the question in terms of the delegate in New 

York.
Mr. Passman. Yes.
Mr. Cleveland. The delegate does not have discretion. The Presi­

dent has discretion.
Mr. Passman. He delegates to the delegate ?
Mr. Cleveland. No : he could tell the delegate to pledge some other 

figure than 40 percent.
Mr.  Passman. How many Presiden ts do we have ?
Mr. Cleveland. Just one.
Mr. P assman. He delegates the power, and they use it : and it 

is the President ’s budget, and it is the Pres iden t’s everyth ing else. 
I nrp<sume that  is the way it is supposed to be.

Mr. Cleveland. Tha t is why he has assistant secretaries.
Mr. P assman. I t is the assistant secretaries tha t do this, and not 

the  President?
Tf this should be worked down, we would not object to  it,  if other 

nations wanted to increase theirs?
Mr. Cleveland. Tf we could get other nations to  increase it enough, 

tha t would be a good direction to go.
Mr. P assman. Yon do have 95 contributin g ?
Mr. Cleveland. Yes.
So for. this incentive system has been work ing pre tty  well.
M r.  P  \ssman. On whose side is the incentive ?
Why should it not produce ?

EFF ECT O F RE DU CE D P ER CE NTA GE OF U .S . CO N TR IB U TI ONS

Tf 95 nations are put ting  up 60 pe rce pt,  whi ch should make d  about  
UA. and Uncle Sam is put ting  up 40, why should it not be an in­
centive.

What if  we limited it to 95 per cent ?
Mr. Cleveland. T th in k i t w ould  h ur t the  prog ram.
Mr . F ord. Will the gentleman vield?
Whv would it hurt the program ?
Ts th ere  no t nn v p oss ib il it y  thes e othe r n ati on s fre ely and wi llin gly  

and voluntaril y’ woidd «av. “WpII. i f th e p ro g ra m  is as  ap od  as adver­
tised. we arp aping to increase our percentage” ?

T do not understand whv you of necessity sav the program is going 
to be hurt.
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Mr. P assman. Page 5 of the background paper indicates:
I t lia s been  su gg es ted by part ic ip ati ng  go ve rn m en ts  an d by th e m an ag er s of 

th e UN TA  an d Sp ec ia l Fu nd  pr og ra m s th a t th e 40 pe rc en t m at ch in g prov iso he el im in at ed .
Mr. Cleveland. The reason they want to eliminate it, they want us to put up more than 40 percent.
Mr. P assman. Do you not think they have every reason to believe they can suck us into it?
Our gullibi lity in the past has indicated it is not such a task to get 

us into such a program. Why does not our delegate get his dander up ?
You say that 95 nations are putt ing up 60 percent ?
Mr. Cleveland. Yes.
Air. Passman. Practically every one is a large aid-recipient nation; and poor old Uncle Sam, with a dwindling gold supply, borrowing 

the money to do it, with a serious balance of payments situation, is 
putt ing up 40 percent, and they want this  removed so we can even go higher.

That is the purpose, is it not ?
Mr. ( 'leveland. We will-----
Mr. Passman. That  is (he purpose, is it not ?
Mr. ( 'leveland. And we are resist ing that  effectively.
Mr. Passman. Off the record.
( Discussion held off the record.)
Mr. P assman. I quote again :
One su gg es tio n be fo re  us  is to  el im in at e th e 40 pe rc en t m at ch in g prov iso  

which  was  in st it u te d  by th e U ni ted S ta te s to st im ula te  ple dg es  from  oth er p a r­
ti ci pat in g  go ve rn m en ts  as  we ll as to  in su re  th a t th e Uni ted S ta te s do es  no t do a pre po nd er an t s hare  o f the fin an cin g.

Your statement indicates it is for one purpose and you said it is for  another.
Mr. Cleveland. I am showing you what we are up against.
Mr. P assman. Did you not say this proviso, which I first read, was 

one the other nations wanted so we could increase our pledge and they could decrease theirs ?
Mr. Cleveland. Yes.
Mr. P assman. You said, Mr. Cleveland, that the purpose of what 

I read, page 5, was tha t the nations wanted it in so that  the United States would increase thei r percentage of the total.
On another page you say the United States put it in. Read your statement on page 5.
Mr. Clevel and. This is a suggestion by others, which we don't 

agree with. That is what I am saying in the statement.
Mr. P assman. Pr ior  to that  you indicated the other nations wanted 

it in so it would force us to increase our percentage of the total.
You also testified to the contrary.

U .N . SP EC IA L FU N D  FOR  PR OJE CT IN  PO LA ND

In Jan uary of this year the Associated Press reported  that  a spe­
cial fund  had been allocated of $1,020,500 to help Communist Poland set up a food research institu te in Warsaw. Is that  correct?

Mr. Cl eveland. I will have to look and see the project  list.
Mr. Passman. All righ t.
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Mr. Cleveland. The Board of the U.N. Special Fund did approve 
in Jan uary of 1962 a project for Poland in the field of food produc­
tion, processing, and utilization, of a li ttle over $1 million.

Mr. Passman. Allocated for  research '
Mr. Cleveland. Research, and extension program.
Mr. Passman. In the committee’s report of last year, page 6, we 

sta ted :
The  c om m it tee en do rs es  th e  la ng ua ge  of sect ion 620 of  th e For ei gn  A ss is ta nc e 

Ac t of  1961 whi ch  pr op os es  to re s tr ic t th e  U ni ted S ta te s fu nds to th e Gov er n­
m en t of  Cu ba  or  o th er Com m un is t-do m inated  co un tr ie s.  The  Sec re ta ry  of  
S ta te  an d U.S.  re p re se n ta ti ves a re  ur ge d to  us e ev ery re as ona ble  m ea ns  to 
pr ev en t th e  co nst it u ti on  o r in it ia ti on  of  m ult il a te ra l pr oj ec ts  or  pro gr am s in 
Cu ba or  o th er Com m un is t-do m in at ed  co unt ri es  which  are  fu nd ed  in p a rt  by 
co nt ri bu tion s f ro m  th e  U nite d Sta te s.

Has the State Depar tment , or any person in au thority,  read the re­
port of the committee ?

Mr. Cleveland. Yes, sir.
Mr. Passman. Even so, it was completely ignored in this case, as 

well as in many others.
Mr. Cleveland. The project  was not approved by us. It  was ap­

proved by an international organization.
Mr. Passman. To which we contribute, and it is so stated in our 

report.
Mr. Cleveland. This  is right.
Mr. Passman. It  looks as though we are actually wasting money 

prin ting  these reports. It  seems they pay no attention  to us down 
there.

At least you are courteous. You say you have read the repor ts. We 
have had witnesses who said they had not read the reports.

Mr. Cleveland. Mr. Chairman, I think in the case of inte rnationa l 
organizations we have to live with a small amount of contributions 
to the Communist countries in order to liave i t a universal organiza­
tion at all. We t ry to limit it as much as possible. We cannot take 
the flat political position we will not allow any interna tional  organ­
ization of which we are part to put anything into any Communist 
country, or the whole system would fall.

Mr. Passman. Can you tell us the amount of the original request 
from Poland ?

Mr. Cleveland. On this program  ?
Mr. Passman. Yes.
Mr. Cleveland. 1 don’t know, sir.
Mr. Passman. I have a lot of dear friends who are Polish. Many 

of them are now great Americans, some of the greatest, but tha t does 
not alte r the fact tha t Poland is a Communist nation so far  as the 
political setup is concerned.

Mr. Cleveland. It  is not U.S. policy to cut ourselves off entirely 
from these captive nations.

ASSISTA NCE  TO MEMBER NA TIO NS OF BELGRADE CON FERENC E

Mr. Passman. In fiscal 1962 our contribu tion to 24 Belgrade con­
ference nations was $671 million.

When we put together the estimates for fiscal 1963 for these so- 
called neutrals, the total had jumped up to $813,500,000, increased 
by $142 million, which is more than a 20-percent increase.
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Those are the things th at lead me to believe we do a lot  of t alking for public consumption and comparatively little effective act ing sub­sequent to the talking.
Mr. Cleveland. I can assure you we do-----
Mr. Passman. You are familia r with the statements made about the  mutual security recipien t nations, what the President said and what Members of Congress said ?
Rather than cuttin g back, however, we increased it for these coun­tries by $143 million. Tha t is the request.
Mr. Cleveland. I can only indicate tha t in this area of inte rna­tional organizations the bloc, taken as a whole, puts more money into these programs than the block gets out of them in projects. If  we can keep a fai r balance of payments tha t way it is already some­thing.
Mr. Passman. You include the United States  in that category?Mr. Cleveland. No, the Soviet bloc taken as a whole.

SOVIET BLOC CONTRIB UTION S

Mr. Passman. The Soviet bloc is always putt ing up rubles, and they particularly earmark those funds. They must be spent in designated countries for Russian technicians. What can they lose with that k ind of skin game ?
How much did they contribute to the U.N. in fiscal 1962?Mr. Cleveland. Their contributions in calendar 1962 are not yet finished. In the last full period of 1961, they put up $2,606,000 for technical assistance and $1,445,000 for the Special Fund,  a total of just over $4 million.
Mr. Passman. What  was the total of U.S. contributions in those same categories ?
Mr. Cleveland. For  1961 it was $19 million for technical assist­ance.
Mr. Passman. Pu t the two together.
Mr. Cleveland. And $19,500,000 for the special fund, making a total of $38,500,000.
Mr. P assman. In tha t instance, our contribution was about nine times tha t of the Soviet Union’s. Our actual advances were about nine times their  pledges, and the ir pledges were in rubles restricted as to uses.
Mr. Cleveland. Of course, we cannot measure our interest in this business by their  interest. The ir interest is to  destroy international organizations in which we are dominant  and where we play a dominant part.

SOVIET CONTRIB UTION S TIED TO SP EC IFI C USES

Mr. P assman. So often other witnesses attempt to get their  appro­priation up by pointing out what  the Russians are doing. This is just another instance where if you pin it down it is merelv conversation.It  has been testified to before tha t when the Russians put  up their rubles they designate what country it will be spent in. and the pur­pose for which it can be paid, and tha t can be only to Russian technicians.
On that  basis, this ruble account accumulates and percentagewise very litt le is being expended. Is that right  ?
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Mr. Cleveland. I agree with you on their  low percentage of con­
tribution .

Mr. P assman. Those people, from a standpoint of propaganda, get 
a lot of headlines; but when you pin it down, as you have here, they 
are long on promises and short on deliveries.

Mr. Cleveland. They haven’t got very many headlines out of this.
Mr. Passman. I  speak of the overall. This is one instance where 

we pu t up nine times the amount they did. They put  theirs up in their 
currency, designate the countries and projects, and it must be for 
Russian technicians.

T do not agree th at is right , but they get by with it and remain as a 
part icipating member.

Mr. Cleveland. What  I am agreeing with you about is th at their  
performance should  not be the measure of our performance.

Mr. P assman. I have not suggested tha t i t should. I want to show 
the hypocrisy of claims tha t some people make—“look what the Rus­
sians are doing.”

We do not know yet what the Russians are giving. They have short­
term loans at  high  interest , and a bar ter system. I have been extend­
ing the invita tion for years to  pin down something tha t they are actu­
ally giving.

Mr. Cleveland. They are very grudging  and reluctant in these 
organizations.

Mr. Passman. Not only here, but in other  fields.

African Regional Organizations

CO MM ISS ION  FOR TE CH NI CA L COOPERATION IN  AFRICA

The U.S. contribu tion to projects of the Commission fo r Technical 
Cooperation in Africa is estimated to be $600,000 in fiscal 1963?

Mr. Cleveland. Tha t is correct.
Mr. Passman. What was the amount of the U.S. contribution in 

fiscal 1962?
Mr. Cleveland. $1,525,000.
Air. F ord. Wh at program?
Mr. Cleveland. CCTA, the Commission fo r Technical Cooperation 

in Africa .
Mr. P assman. How much was it for fiscal year 1962 ?
Mr. Cleveland. $1,525,000.
Mr. P assman. Was tha t the amount of the  presenta tion last year? 
Mr. Cleveland. Last  year it was not pa rt of this  appropriation.  

It  was transfe rred-----
Mr. P assman. What did you just ify before the  committee last year? 

Was it $50,000, and was that why it was not listed.
Mr. Nissenbaum. In  last year’s congressional presentation we had 

no specific line items.
In last year’s presentation we presented details only on projects 

which were continuing from fiscal year 1961. Therefore there were 
$130 million unprogramed of development gran ts in the appropr iation  
request. The amount in the presentation for 1961 was the costs of 
U.S. observers at CCTA meetings. This  reference to $1.5 million 
was for projects initia ted in 1962.

Mr. P assman. We are referring to the CCTA ?
Mr. Nissenbaum. That is righ t.
Mr. P assman. Let us read into the record what you justified.
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African regions, under general and miscellaneous, paragraph 2:
The CCTA, in keeping with the desi re to cooperate with the OCTA and 

ICA, has provided U.S. expe rts and consultan ts to a number of techn ical meet­
ings in a var iety  of fields, for instance. Trypanosomiasis, use of radioisotopes 
and vocational selections sets, $50,(XX).

Mr. Nissenbaum. Yes, sir.
Mr. Passman. You actually allocated $1,525,000 ?
Mr. Nissenbaum. That  was the amount of the obligation for fiscal 

1962; that is correct.
(Discussion held off the record.)
Mr. P assman. You programed $1,525,000. What projects are being 

financed in part by this contribution in fiscal 1963?
Mr. N issenbaum. The same three projects will continue, as well as 

two additional ones. The rinderpest control will continue. Bovine 
pleuropneumonia will continue, and finally an oceanographic survey 
of the Gulf of Guinea.

BILATERA L PROGRAMS IN  AFRICA

Mr. Passman. What is the amount of the U.S. bilateral programs in 
fiscal 1963?

Mr. Nissenbaum. Africa regional portion?
Mr. Passman. The total.
Air. Nissenbaum. Total bilateral programs for Africa comprise 

approximately $350 million in all categories.
Mr. P assman. Our share of that p rogram is $350 million ?
Mr. Nissenbaum. Yes, sir;  in development loans and development 

grants.
Mr. Tennant. That is the total African program under bilateral 

programs.
Mr. Cleveland. There is a question I would like to consult you 

about. This program was transferred into the “Contributions to 
international organizations" appropriation this year on the ground 
that everyth ing that was a contribution to an international organi­
zation ought to be in this chapter.

Where it fits as a m atter  of substance is in the regional program, 
as does the Indus  waters project.

Mr. P assman. If  we ever get the U.N. to where you will have every 
region in the world down on this thing, then 12 months would not be 
sufficient time in which to hold hearings. We have to go along. 
Last year we thought we would cooperate by not making a line item 
appropriation . You see what has happened as a result of that action.

Undoubtedly if we are dealing with a request of this one item, and 
that is mutual security, which is only one of many facets, we get 
$153,500,000 out of your pa rt;  if you and your people here cannot 
justify that request, you can imagine what we are up against when 
we get into billions and billions of dollars.

Mr. Cleveland. I am wondering whether it would not make more 
sense to present th at to you another year as pa rt of the African pro­
gram rathe r than to have so many cats and dogs in this appropria t ion, 
and hold this appropriation primarily  for the worldwide organ iza- 
t ions which do not fit into any region.

Mr. Passman. Of course, you brought this on yourself. I speak of 
the Agency and not you personally. I speak of the way you handled
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it when we cut you loose. You just about lost control of it, and it is a 
sure thing that we did.

Asian Productivity Organization

Two hundred thousand dollars is requested for fiscal 1963 appro­
priations for the Asian Productiv ity Organizat ion. Under what ap­
propr iation  did this Organization receive its first and second appro­
priations  from the United  States?

Mr. Ditrso. In fiscal year 1961 from technical assistance. In fiscal 
year 1962 it was original ly presented to Congress in the President ’s 
request as part of the “Development grant” appropriation, but later 
it was funded under chapter Til , that  is, “Contributions to interna­
tional organiza tions.”

Mr. P assman. Really another mixup, then. You justified it one 
place and funded it from another . Is tha t correct ?

Mr. Durso. No, sir. We justified it on the basis of the require­
ment as we saw it.

Mr. P assman. Is that technical aid ? Tt was justified as a technical- 
aid item.

Mr. Durso. In the original fiscal year 1962 presentation to Con­
gress we included the request as a Fa r East regional project.

Later, as a result of the hearings-----
Mr. P assman. From what account did you get the funds?
Mr. Durso. Development gran ts in fiscal 1962, as proposed. The 

funds as a ctually  provided in fiscal 1962 came from chapter II I,  the 
appropriation which is under Mr. Cleveland.

Mr. P  assman. Contribut ions?
Mr. D urso. Tha t is right . The shift was made as the result of the 

legislation as it was finally approved.
Mr. P assman. Tf we were pulling teeth and had no novocain, there 

would be a lot of pain in this room.
Mr. Tennant. The shift was made pursuant to the decision of our 

counsel which you read this morning indica ting they thought the 
items should come out of chapter 3 of the act.

Mr. P assman. Do you not think  that you made a mistake in letting  
us have Rubin’s decision?

Mr. T ennant. No.
Mr. Miller. We like to provide as full information as we can to 

the committee at all times.
Mr. P assman. This was not presented to the committee by the new 

counsel. The new counsel wanted to get us an interpretation  of the 
ruling. TTe wanted to give us a rulin g on the ruling. We vetoed 
that proposal and let the ruling speak for itself, but you are very 
cooperative.

Why did you allocate $200,000 to this Organization for 1962 in 
view of the fact that you allocated $158,000 to the Organization on 
June 23. 1961. which was enough to run the agency for 1 year?

Mr. Durso. The Organizat ion came into being in April of 1961, 
as you know. sir. The program was approved by the governing 
body and funds were allocated by ATD in June of 1961.

Mr. P assman. On June 23 you gave them $158,000?
Mr. Durso. That  is right.
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Mr. P assman. Seven days la ter did yon give them $200,000 ?
Mr. Durso. No, sir. You are speaking of the $200,000 which came 

from fiscal year 1962?
Mr. P assman. That  is right.

OBLIGATION FOR TIIE ASIAN PRODUCTIVITY ORGANIZATION ON A CALENDAR 
YEAR BASIS

Mr. Di  jrso. No, sir. Funds  for 1962 were obligated just this past 
June. They are on a calendar year basis. This amount is for the 
APO’s calendar year 1962 program.

The funds provided by AID in fiscal year 1961 were for the APO's 
calendar 1961 program for tha t year.

Mr. Passman. Approved and allocated, $158 million, June 23; 
$7,000 approved earlier in 1961. Are you not working a little  fast?

You have a very small organization coming into being, and you 
had 34 days to go and you allocated $165,000 for the 34 days.

It  was stated tha t this would carry the Organizat ion through the 
first year’s budget.

Mr. Durso. Calendar year 1961 program.
Mr. Passman. What did you use the other money for, the $200,000 ?
Mr. Durso. Tha t s tatement refers to  the  requirement which we in­

cluded in our fiscal year 1962 budget for thei r calendar year 1962 
program. This ran through  December 31 of 1962.

Mr. Passman. Then the $200,000 is for calendar year 1963 ?
Mr. Durso. The amount included in AID 's 1963 budget corresponds 

to the APO ’s calendar year 1963 program.
Mr. Passman. It  is for 1963 ?
Mr. Durso. Tha t is right.
They are on a calendar  year basis.
Mr. Passman. Let me see how fouled up you are ge tting  it. I quote 

from our hearing s:
Mr . F owler. We  a re  re qu es tin g appro pri at io n  a uth ori ty .
Mr . P as sm an . I f  we shou ld  spec ifi ca lly  de ny  th a t,  you wou ld  ha ve  mo ney 

to  go fo r a  y ea r?
Mr . F owler. Yes.
This speaks for itself.
Mr. Cleveland. For 1 year.
Mr. Durso. One year.
Mr. Passman. Tha t is for  the past fiscal year. Then you added 

$200,000 to it.
Mr. D urso. $211,000, which they are now proceeding to implement 

this  year, Mr. Chairman.
Mr. Passman. Again you were working fast. You could just as 

easily have justified it when you came before the committee this year, 
could you not? You transfer red it out of one of the gran t funds 
set up for another purpose into the U.N., did you not, refe rring  to 
the $200,000?

Mr. Durso. I shall have to defer to Mr. Cleveland.
Mr. Cleveland. Mr. Chairman,  we have been try ing  very hard to 

get our requests to you and our financing on a basis where we come 
to you before we have to go to a pledging  conference or a commitment 
conference.
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Mr. Passman. You see what happens when we eliminate a line 
item appropr iation .

Mr. Cleveland. This is so we can parti cipa te together in deciding 
what those figures should be before the U.S. delegate makes an ir ­
revocable commitment at a meeting.

If  we did it a year later we would have to make the commitment 
before coming up here and consulting the committee.

Mr. P assman. You have no pledge or commitment at all when you 
get the money.

Mr. Cleveland. That is right.
Mr. P assman. You trans ferred this money out of one of the direct 

aid funds?
Mr. Cleveland. Development grants.
Mr. P assman. I can see now, as Mr. Rhodes indicated, th at perhaps  

technically you can do this. If  there were not so many segments you 
would be in complete violation. In this instance you trans ferred over 
100 percent, and not 20 percent.

Mr. I )urso. My understanding is that this was the result of  a deci­
sion reached and mutually agreed to.

Mr. Passman. Not by this committee.
Mr. T ennant. This was an Agency interpretation of the  language 

of the statute.
F L E X IB IL IT Y  OF  AID PRO GRAM

Mr. P assman. We al ready agreed th at this is a flexible program of 
flexibilities.

Mr. T ennant. I indicated there was some flexibility in the  legis la­
tion, sir.

Mr. Miller. In this part icular instance, Mr. Chairman, it is my 
unders tanding t hat  i t was funded under chapter 3 of the existing  leg­
islation because, as you noted in the section-by-section analysis, there 
had been a determination tha t under the statu te it should be funded 
thereunder.

There was a program presented to this committee last fall, a year 
ago, and tha t amount-----

Mr. Passman. I think  your interpreta tion is broad enough to give 
the Congo this build ing we are meeting in, if  you had  any way of get­
ting  it over to them. It  is now so flexible tha t I am not aware of 
anyth ing you could not do under it.

United Nations Children’s Fund

COUNTR IE S AND  TE RR ITOR IE S AS SIS TE D

What countries have U NICE F projects in these areas?
Supply  tha t information for the record.

87 948— 62 —pt.  3-
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(The inf orm ation  requested  fol low s:)
Countries and T erritories Assisted by UNICEF as of Close of Board Session J une 1962

Since inception of the Fund , 137 countries and ter ritori es have  received UNICEF aid. Listed below a re 115 coun tries and ter rito ries cur ren tly  assisted. •‘Currently ass isted countrie s” are those in which a UNICEF-assisted pro ject  is in operat ion or to which an alloca tion has been made but supplies have not yet been sent.

Algeria
Basuto land
Burundi
Cameroun
Cent ral Af rican  Republic 
Chad
Comoro Islands 
Congo (Brazzav ille) 
Congo ( Leopoldville) 
Dahomey 
Gabon
Gambia
Ghana
Guinea
Ivory Coast
Kenya
Liberia
Malagasy Republic 
Mali

Afghanistan
Burma
Cambodia
Ceylon
China
Hong Kong
India
Indonesia
Jap an
Korea, Republic of
Laos
Malaya, F ederation of
Netherlan ds New Guinea

eastern

AFR IC A (3 7 )

Ma urit ania
Maurit ius
Morocco
Niger
Niger ia
Nyasaland
Rwanda
St. Helena
Senegal
Seychelles
Sie rra  Leone
Swaziland
Tanganyika
Togo
Tunisia
Uganda
Upper Volta
Zanzibar

A SIA  (2 3 )

North  Borneo
Pakis tan
Philippines
Sara wak
Singapore
Solomon Islands
Tha ilan d
Tonga
Vietnam, Republic of
Western Samoa under  New Zealand ad­min istration

M ED IT ER RA NEA N (1 7 )

Ad en: Colony 
Ad en: P rotectora te 
Cyprus
Eth io pi a
Iran
Ir aq
Israel
Jor dan
Lebanon

Libya
Saudi Arabia
Somali Republic
Sudan
Syria
Turkey
United Arab Republic 
Yemen

Greece
Ita ly
Poland

Spain
Yugoslavia
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T H E  AMER IC AS  (3 3 )

Argenti na Pa na ma
Boliv ia Pa ragu ay
Brazi l Pe ru
Br iti sh  G uiana Surin am
Br iti sh  Ho nd uras Uruguay
Chi le The W est  In die s:
Colombia Ant igua
Costa  Rica Ba rba dos
Cuba Dom inic a
Domin ican R epu blic Gr enada
Ecuador Ja maica
El Salva dor Mon tse rra t
Gu ate ma la St. Kit ts-N evis-A ngu illa
Hai ti St. Luc ia
Ho ndura s St. Vincen t
Mexico Trini da d and Tobago
Ni carag ua Tu rk s a nd  Caic os

I’.N. Relief and Works Agency for Palestine Refugees

Mr. P assman. The I ’.N. Relief and Works Agency: $17.2 million, 
pins $7.5 million in Public Law 480 commodities.

In view of your statement that neither Israel nor the Arab States 
have, during the past year come appreciably closer to a solution of 
this refugee problem, what is the situation with regard to the refugees 
out. there?

Mr. Cleveland. It  is very bleak unless a solution can he found. An 
attempt  at solution is being worked out, by P r.  Johnson, the special 
representative  of the Palestine  Reconcilation Commission.

As you know, this is one of the most difficult problems we have in 
American foreign policy. You cannot let go of it, and yet you cannot 
solve it without the Arabs and Israel i agreeing.

It is an attempt to get some minimum agreement on beginning the 
process of either having  the refugees trickle hack into Israel or he 
compensated and resettled elsewhere that we are tryi ng to work out.

You are impatient with it, and so am I.
Mr. Passman. There is no progress being made there. We are 

making ourselves party to  a program that is impossible.
Are we ever going to reach the day when we tell our Arab friends 

how this thing is going, so they may iust become reconciled to the facts 
of life and make up their  minds to go elsewhere?

Mr. Cleveland. That  is what we are pushing toward in this J ohn­
son mission.

Mr. P assman. But you have been pushing in that  direction ever 
since the situation developed, have you not ?

Mr. Cleveland. This is a new initiat ive on the part of this ad­
ministrat ion.

ATI) TO UAR  AND ISRA EL

Mr. F ord. T find some conflict there. In fiscal 1962 we increased 
funds to the I nited Arab Republic from $2 million to $41 million. I 
don’t see how you reconcile that dollar situation with the statement 
you just made.

Mr. Cleveland. Tha t didn’t buy peace with Israel.
Mr. F ord. You tended to agree with a statement made by the chair­

man, and yet the executive branch of our Government seems to be



acting contrary  to tha t by increasing funds to the United Arab Re­
public in fiscal 1962 compared to fiscal 1961.

Mr. Cleveland. Tha t bilateral program is not related to these 
Palestine refugees.

Mr. F ord. But it is the  Government policy. I hope the policy is 
related, bilatera l and-----

Mr. Cleveland. We have aid programs on both sides of tha t fight. 
The trouble is th at we cannot get them to settle the fight.

Mr. F ord. So we go ahead and increase from a ra tio of 2 to 41 the 
funds for one of the participants in the fight and we get no progress.

Mr. Cleveland. The two th ings really were not tied together.
Mr. F ord. 1 am sure of that. The record is clear.
What  I think  the chairman is saying and what many Americans are 

saying is that they should be tied together. I find no evidence—com­
paring fiscal 1961 to fiscal 1962—they are being tied together.

P L IG H T  OF  T H E  RE FU GE ES

Mr. Passman. I speak as an individual who has been out there 
numerous times. On one of my trips  to Jord an we drove up to one 
of these refugee camps. Word came throug h they wanted to have a li ttle meeting with the delegation.

I took a tour of this hill and observed the poverty in which these 
people are actually living, and I  have had nothing but profound sym­pathy  for them since. They are starving to death, and you know it.

You are rearing generations, at least one generation, and they are 
on such short rations tha t if a child dies they might  bury it righ t in a pit  where they are liv ing, so they will continue to get tha t ration.

For the United  States to be cognizant of tha t situation and not be forthrig ht, and just tell those people t ha t this is a proposition tha t will never be solved—I do not know who is righ t or wrong—is unbelievable.
Two or three of the refugees marched me up on a hill. One said, “See tha t house? That’s mine. I want it back.” It  was across the 

border. Another pointed to a farm and made the same type of com­ment. Then they star ted crying.
Regardless of who is righ t or wrong, those people know they will not get the house back as well as you know your name is Cleveland.Mr. Cleveland. That  is right.
Mr. P assman. They ought to be told.
I do not know how many votes you would get, but if you came 

clean with those people and le t them know the score, you would come 
before this committee for funds to relocate the m; you would have a t least one vote to get the funds. But, to keep b ringing them up in poverty, rearing  a generation in those little  pens—you have been out there ?

Mr. Cleveland. Yes, sir.
Mr. Passman. Sometimes there are four or five in nothing more than  what we would refer to as a hog pen, wdth a l ittle  ta rpaulin over the top of it. They are starving to death.
They ought to be told the facts as they are, and action should be taken accordingly.
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Mr. Cleveland. Mr. Chairman, a year and a hal f ago at the be­
ginning of the new adminis tration,  we took a look at this situation.

I made about the same type of speech you just made, in the same 
tone of voice, though  not as eloquently.

Mr. Passman. Thank you.
Mr. Cleveland. I must say tha t we have started  a process. We 

hope it will work.

REVIVAL OF PALESTINE  RECONCILIATION COMMISSION

We revived the Palestine Reconciliation Commission for the pur­
pose of going to work on this problem.

It  may not turn out to be successful because when you get in 
between two fellows who have been fighting as long as they have 
sometimes only the referee gets burned.

Mr. P assman. In  Mr. T ruman’s administration they tried to solve 
it. I do not know of  any thing the Eisenhower administration worked 
any hard er on, or assigned any more intelligent people to, than they 
did on that program.  They made no progress.

Mr. Cleveland. That is right.
Mr. Passman. I do not know whether you will make progress under 

the Kennedy administra tion until you inform these people of what 
they are up against.

Instead of informing them, however, you are increasing the amount.
Mr. Cleveland. Wh at we are working toward now is a process 

which would hopeful ly give them a real alternative of compensation 
or repa triation. This is a new effort.

Whethe r it comes off or not is a different thing.
Mr. Passman. I do not think  they have ever been told the truth . 

Those people still are led to believe they will get back their  properties. 
I am not taking sides, but I believe they  should be compensated and 
relocated.

You know there is no willingness on the par t of our friends on the 
other side to compensate them. But, they ought to say, “No, we will 
not give you anything.” Let it be known. Let us not keep holding 
out hope for those people tha t they will regain thei r former status.

NATO Science P rogram

NATO science, $1,530,000 : Is tha t figure correct?
Mr. Cleveland. Yes, sir.
Mr. Passman. I s this the reactor  program  ?
Mr. Cleveland. No, si r; this is scientific research.
Mr. P assman. Can you lis t for the record the contribution of mem­

ber NATO nations  to each category of the program ?
Mr. Cleveland. Yes, sir.
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(The information requested follows:)
Contributions  by member countries  to the NATO  science program, 1962

Cou ntry j Fellowships Research 
and inst itu tes  gran ts

Total
gross

Belg ium .............
Ca na da ..............
Den mark. ..........
Fran ce.................
Germany______
Greece_________
Iceland...... ..........
Ita ly .....................
Luxem bourg .......
Nethe rlands____
Norway...............
Po rtu ga l.. ...........
Tu rkey________
Uni ted Kingdom 
Uni ted S ta te s. .. . 

To ta l.........

$62, 928 
14 0,8 57
38 .394  

373,  710 
41 3,03 6

11 ,360  
2,681 

15 1,3 10 
2, 772

60, 428 
29 ,081  
17, 267
43 .394  

42 4,82 4
1,1 81 ,3 62

2, 9 53 ,404

$24,  494
49 ,6 73  
14 ,131  

146, 449 
137, 885 

3,3 40  
428 

51 ,0 43  
771 

24 ,4 08  
9,84 9 
5, 567 

14 ,13 1 
16 7,0 04 
207, 256

856, 429

$87, 422 
190,53 0 
52, 525 

52 0,15 9 
550, 921 

14, 700 
3, 109 

20 2,35 3 
3, 543 

84 ,8 36  
38 ,9 30  
22 ,8 34  
57 ,525  

59 1,82 8 
1, 388,  618

3.8 09,8 33

International Atomic Energy Agency

Mr. P assman. The Internatio nal Atomic Energy Agency, 
$1,250,000—is that correct ?

Mr. Cleveland. Yes, sir.
Mr. Passman. I s that  for the reactor program ?
Mr. ( Cleveland. It  used to be for the reactor program.
Mr. Passman. This was one of the most mismanaged of all the 

programs.
Air. Cleveland. This is Air. Thomas.

TE RM INAT ION OF REACTOR PROGRAM

Mr. Thomas. The reactor program you speak of was discontinued 
in 19-----

Mr. P assman. Who can I congratulate ?
Mr. Ti iomas. I think yourself to a certain extent.
Mr. P assman. Thank you.
Go right  ahead.
Mr. Thomas. That was discontinued and the last grant under that 

program, a special atoms-for-peace program,  was given last year.
The money we are asking for here is $750,000 as a contribution to 

the operat ional p rogram of the International Atomic Energy Agency.
Mr. Passman. This is not a fellowship program, is it '?
Mr. Thomas. They have a fellowship program.
Mr. Passman. What is tha t ?
Mr. Thomas. The Internatio nal Atomic Energy Agency fellow­

ships are a part  of the $750,000 we are requesting.
Mr. P assman. It  is financed to the tune of about $350,000 ?
Mr. Thomas. Tha t is an additional request, sir, for fellowship 

funds which we give un ilatera lly for placement in the United States.
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U.N . ASSESSMENT FOR IAEA

Mr. Passman. What is the amount of our contribution  ?
Mr. Phomas. This is a volunta ry contribut ion in kind. In 1960, 

however, the $350,000 we gave amounted to 44 percent of the total 
contributions  awarded in kind by member states.

Mr. I ’assman. For ty-four  percent?
Mr. Phomas. In 1959 it was 66 percent. In 1960 it was 44 percent. 

In  1961 it was 31 percent.
Mr. Passman. What would be our percentage in 1963 ?
Mr. Thomas. We won't know until other governments have made their  pledges.
Mr. Cleveland. On the regu lar assessment our contribution  to the 

whole program is 32.27 percent.
Mr. Passman. Would these agencies not survive and do better if 

they were tight ly controlled? There are 100 nations partic ipating. 
If  we got down to 10, 15, or  20 percent, and said, “This is it,” would 
it not be better ?

You were up to 46 percent and went down to 31 percent. You do 
not know what it will be until you get other commitments. Is that  
correct?

Mr. T homas. This is a voluntary contribution.
Mr. P assman. You do not know what ours will be until you find 

out what others will do. It  could go back up to 75 percent ?
Mr. Thomas. It  could but it is improbable. The first year it was 

66, the second year 44-----
Mr. Passman. It  was 66 percent the first year ?
Mr. Thomas. When i t started.
Mr. P assman. Plow many students  from bloc countries received 

fellowships? I refe r to IT.S. fellowships.
Mr. Thomas. The total since the  program began was 17. At the 

present moment as a result of comments you made 2 years ago there 
are no bloc students in the United States.

Mr. Passman. You have 150 requested as exper ts and consultants. 
What is an expert ?

Mr. T homas. Usually  scientists who attend meetings sponsored by 
the In ternation al Atomic Energy Agency to discuss various problems.

They are also scientists who visit certain underdeveloped coun­
tries who have these research reactors, to help them to operate them 
profitably and usefully.

Mr. P assman. Off the record.
(Discussion held off the record.)
Mr. Thomas. The exchange of knowledge and scientific data be­

tween the East  and West has l>een found profitable for our scientists 
as well as for the others.

Mr. P assman. Let us hope so.
Mr. Thomas. The cost varies depending on where the meeting is. 

I haven't any average figures.
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World H ealth Organization

Mr. P assman. The World Heal th Organization, $500,000: Is that  
correct ?

Mr. Cleveland. Tha t is right, fo r medical research.
Dr. James Watt, of the Public Hea lth Service, is here with me.
Mr. Passman. I s tha t figure correct ?
Dr. Watt. That is correct.
Mr. P assman. This program has been underway for a long time?
Dr. Watt. It  has been going for about 3 or 4 years, sir.
Mr. Passman. What is its function ?
Dr. Watt. The function of the research program is to get info r­

mation about medical problems around the world.
In creating this program we have been very hopeful and very effec­

tive in getting information about medical activities in different parts  
of the world to permit comparison with problems in this country.

A good example is the work which was ini tiated  in the Louisiana 
State Medical School by the late Dr. Holman s tudying  arteriosclerosis. 
He was par ticula rly interested in finding out how much of the damage 
to our blood vessels was also tru e in other par ts of the world where 
mortal ity rates are different.

The first undertaking of this  program was to develop centers which 
would permit this type of comparison in different par ts of the world.

It  was begun first in this country  and now we are getting similar 
tissue exchanges from pathologists from all part s of the world.

Mr. P assman. You are an M.D.?
Dr. W att. Yes, sir.
Mr. P assman. In what year did th is program st art  ?
Dr. W att. 1959.
Mr. Passman. W hat sum did you have for the program in fiscal year 

1959?
Mr. Cleveland. Out of this  appropria tion there was nothing. 

There was an appropriation out of IIE W funds fo r $300,000 that first 
year.

Fiscal 1960.
Dr. W att. Tha t was a voluntary contribution.
Mr. P assman. We are try ing  to find out how rapidly the organi­

zation is growing, and whether it  is a permanent organization.
Dr. Watt. The first con tribution of $300,000 was to finance a study 

of the nature  and scope of medical research activities which could 
profitably be undertaken by WHO. They had not been carrying on 
an active research program prior to tha t time.

The first grant  was to permit planning and development of a 
medical research program.

The second year, afte r this planning money was granted,  saw the 
beginning of the actual program of the W HO and this gradua lly has 
been absorbed into their  regular budget.

We have been giving a voluntary contribution to increase the 
potential  as this capability is being built up.

In  my opinion it is an extraordinarily valuable thing  for us in 
medical research.

Mr. P assman. Wha t has been the cost ?
Whad did you have the first year of its operation—$300,000 in 

fiscal 1959?
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Mr. Cleveland. In  1959, $300,000.
In  1960 a tota l of $782,000, of which only $500,000 came out of t his 

appropriation .
The 1961 amount was $500,000 from this appropria tion.
In 1962 it was $500,000.
Mr. Passman. Can you give us a total  allocated to the World  

Health  Organization, regardless of the  source?
Mr. Cleveland. Yes, sir.
Mr. P assman. Then put the percentage of the U.S. contribution.  
Mr. Cleveland. Very well.
(The inform ation follows:)

Contr ibutions to World Health Organization medical research programs

Y ea r
S ta te

re gula r
budget

S ta te
vo lu n ta ry

N ati onal 
In s ti tu te s  
of  H ealt h

H ea lt h ,
E ducati on ,

an d
W el fa re

T o ta l
U n it ed
S ta te s

N on -
U nit ed
S ta te s

G ra n d
to ta l

1959 $300,000 $300,000
942,940

1,289, 000 
1,1 50,000

$300,000
1,2 82 ,94 0 
1,8 03,833  
1,8 30,000

1960 $160,000
240,0 00
320 ,000

$600 ,000
500,0 00
500,0 00

$282,940
549,000
330,0 00

$340,000 
i 5 14,833 

680,000
1961
1962

T o ta l_____ 720,000 1,5 00,000 1,1 61,940 300,0 00 3, 681,940 1, 534,833 5, 216, 773

1 In c lu d in g  v o lu n ta ry  con tr ib u ti o n  b y  Sw ed en  of  $4,833.

N o te .—T h e  U .S . per ce nt ag e of  to ta l con tr ib u ti ons  t o  t h e  W or ld  H ea lt h  O rg an iz at io n’s m edic al  re se ar ch  
ac ti v it ie s th ro ugh  fis ca l yea r 1962 s ta n d s  a t 70.68 per ce nt.

OTHER U.S.  FUNDS FOR WORLD HEAL TH ORGANIZATION

Mr. P assman. Does this organization receive funds from any other 
U.S. agency, other than th rough  this committee ?

Mr. Cleveland. Yes, sir, the National Insti tutes  of Heal th under 
arrangements tha t Dr. W att can describe.

Mr. P assman. H ow much ?
Mr. Cleveland. In  1960, $282,940; in 1961, $549,000; in 1962 it 

was $330,000.
Mr. P assman. How about HEW?
Mr. Cleveland. Only that first year.
Dr. Watt. The National Inst itute s of Hea lth are par t of HEW.
Mr. Passman. This program is another  element of foreign aid.
Dr. Watt. There is quite a difference in the way those funds are 

granted .
Air. Passman. If  you ju st get it out of one U.S. agency we would 

come nearer to keeping up with the costs.
Why do you not keep your request before  one agency of the U.S. 

Government? In  that  way we could keep up  with it.
If  you draw from other  appropriations, they do not know what 

you are spending, and we do not, either, unless we take a list of them 
and go through it.

Mr. Andrews. Doctor, can you tell us th is : This program has been 
underway 3 or 4 years ?

Dr. W att. Yes, sir.
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AC CO MP LIS HM EN TS OF TH E WH O PROGRAM

Mr. Andrews. Can you tell us of something concrete you can put your finger on which has been accomplished with this program?Dr. Watt. I can give you some specific examples of information we are get ting which is very valuable, sir. I mention th is one on the exchange of tissue in arteriosclerosis.
We found when we first started this program that it was vir tually  impossible for  pathologists in different par ts of the world to read each other’s papers and understand each other  because they were using different standards for their  studies in their own laboratories.This particular  organizational work through the W HO has made it  possible for these pathologists to exchange those tissues in different parts of the  world and thus be able to communicate the ir findings so they understand each other and can get on with their  own work and permit this type of comparison. This is one example.
Another is that exchange of information which is possible on viruses, such as influenza. We have centers all over the world now which have been established, and which communicate with each other, through the help of this program.
When a change in charac ter of the v irus takes place th is will be de­tected wherever it is.
This will immediately be identified in a laboratory and this will be sent to laboratories all over the world.
We will be able to modify our own vaccine to contain this new component jus t as soon as this information is passed to us. We can today move this information to the different centers faste r than people travel, we hope.
Mr. Andrews. Did your organization have anything to do with the epidemic of so-called Asiatic flu a year or two ago?
Dr. W att. The Asiatic flu was one of the best examples I  know of scientific information getting around the  world quickly.
We got in this country an actual sample of the virus through ex­change with these labs which made it possible to build that component into our vaccine before it actually appeared  in this country.We d idn 't get it out fast enough to prevent a major amount of in­fluenza in th is country because the machinery still is not working that well, hut the basic elements for this type of comparison are being built.
Mr. Andrews. Does your organization duplicate any work done by any other internationa l or national organization?

COORDINATION AMO NG SC IENT IST S TO AVOID DUPLICA TIO N

Dr. Watt. Tf you refer to the WTTO, sir, we don't duplicate th° work of other organizations. One of the main reasons for this work is to permit coordination of work. There can be an awful lot of duplication in laboratories in different parts  of the world unless they know and understand each other’s progress in the field.
One o f the main uses of  this fund is to permit coordination be­tween the scientists in different par ts of the world so th at they can avoid unnecessary duplication and can, in fact, make use of their find­ings more quickly than would otherwise be. possible.
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Mr. Andrews. You mentioned laboratories scattered throughout 
the world.

Dr. Watt. Yes, sir.
Mr. Andrews. Are they financed by the World Health Organ­

ization ?
Dr. W att. Most of the costs of the laborato ry are financed by the 

country where i t is located. It  is usually done with a laboratory. I 
can illustrate it best in this wa y: We have a communicable disease cen­
ter in Georgia. We have a laboratory for the diagnosis of diarrheal 
diseases. They have a small gran t from the World Health  Organ­
ization as part of the money coming to  them, which permits them to 
take on the added costs of exchange between countries. They carry 
their  own work in thei r own country.

The international center is in Copenhagen. In Copenhagen they 
also carry  as part of the Serum Ins titu te the basic work for tha t 
country, but the World Health  Organization funds support the addi ­
tional costs which will transmit this information from one country to 
the other and exchange the information back and forth.

CO ORD IN AT IO N FU N C T IO N S OF W H O

Mr. Andrews. In  other words, your organization is more engaged 
in the dissemination of information  than it is to actually do research?

Dr. Watt. I would say an important pa rt of the program is arrang­
ing for the coordination of research. Its  basic function is to permit 
scientists to coordinate thei r activities so they can be more efficient. 
It  is more a faci lita ting  of the research of the scientists than actual 
doing of it bv a sc ientist in a laboratory, although the program also 
includes grants  for tha t purpose.

Mr. Andrews. You have no labora tory where your people do the 
research ?

Dr. W att. That is correct. There is no W HO laborato ry as such.
Mr. Andrews. You coordinate the findings of the laboratories scat­

tered throughout the world and then pass tha t information on ?
Dr. Watt. Tha t is right, sir. It  is one of the main areas where the 

Organiza tion can be helpful.
For example, in this big to-do on tha lidomide  we have bad recently, 

if there had been a bette r means of international reporting—reporting 
these unusual events to a single place, we would have realized this 
unusual occurrence much sooner than we did.

Mr. Andrews. Did your organizat ion take any part  in tha t tha lido­
mide case?

Dr. Watt. Only indirectly in that the information about this is 
being brought into Geneva through an informal report, but there is no 
required basis for it at the present time.

Mr. Andrews. Where are the headquarters for the World Health  
Organization ?

Dr. Watt. In Geneva, sir.
Mr. Andrews. That is, all, Mr. Chairman.
Mr. P assman. Thank you, Doctor.
Mr. Xatcher has agreed to yield to our esteemed colleague, Mr. 

Ford.
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U.S. Contributions to Congo Military  Operations

Mr. F ord. In  the  tes tim ony in the heari ngs fo r the  purpo se of the 
Un ite d Nations bonds, on page 79, it  shows the  U .S.  co ntr ibuti on s to 
the  Congo mili ta ry  o perat ion  thr ou gh  Jun e 30, 1960, was $114,489,290.

Mr. Cleveland. Th at  is co rrect, s ir.
Mr. F ord. I have  before  me the sta tem ent to which I re fe rre d thi s 

mo rning sho win g the  sta tem ent of costs inc urr ed by the De pa rtm en t 
of Defense as of  Ju ne  30, 1962, in su pp or t of the  Un ite d Nations 
opera tions in the  Congo . Tha t shows the  tot al cost to DO D of 
$28,630,000. Is  the  $28,630,000 reflected in the  $114,489,290?

Mr. Cleveland. I t is reflected in the  U.N. ex pe nd itu re  amout . It  
is reflected in wh at the  Un ite d Na tio ns  has needed and the figure you 
are  read ing is fo r the Ju ne 30 date,  the bill ed am ount of services by 
the  De pa rtm en t of Defense tow ard the  U ni ted Na tions t otal  act ivi ty.

Mr. F ord. Th e question was : Is  the  $28 mil lion  r eflec ted in the  $114 
mil lion?

Mr. Cleveland. No, s ir.
Mr. F ord. Why  not?

DOD EX PEND ITU RES REIM BUR SAB LE BY THE U .N .

Mr.  Cleveland. Because th is $114 m illion is our  co ntr ibu tio n to the  
Un ite d Na tions pot.  Th e $28 mil lion  is services pe rfo rm ed  fo r the 
Un ite d Na tions by the  De pa rtm en t of  Defense  fo r whi ch the  Un ited 
Na tions reim burses the De pa rtm en t o f Defense. Yo ur  figure  f or  that  
da te is the reimb ursable bi lled  po rtio n.

Mr. F ord. The ch ar t on page 79 is the  U.S . co ntr ibuti on -----
Mr.  C leveland. To  the  centr al p ot.
Mr.  F ord. I s th is $28 mil lion  shown on the  la test au dit ed  rep ort 

of the  U ni ted Nation s?
Mr. Zie iil . You have the  am ount actual ly bil led  t o the Un ite d Na ­

tion s as  of Jun e 30,1962—the am ount ac tua lly  bil led  ?
Mr.  F ord. Th is is f rom  Ma j. Gen. R. S. Moore, U.S . Ar my , ret ire d, 

Special  As sis tan t to the Co mp tro lle r, De pa rtm en t of  Defense. The 
balanc e owing  of bil led  costs  is $25,064,600. The unbil led  pa rt  is 
$3,565,400, mak ing  a to ta l owed of  $28,630,000.

W ha t par t of th at , if  any, is reflected in the  last  au dit ed  rep ort  of 
the  Uni ted Nation s?

Mr . Zie iil . The audit ed  re po rt  o f the  Un ite d Na tio ns  as  o f Ju ne  30 
has not yet been received bu t is expecte d by the  end of  th is week.

Mr.  F ord. Wil l you see t hat  th is  commit tee gets a copy of  th at  by 
Monday ?

Mr. Z ie iil . Yes. I  expec t to hav e it on my desk th is week, and you 
ce rta in ly  will have it by M onday.

(T he  in form ation  fol low s:)
Department of Defense  Supplies and Services F urnished  to the United

Nations for Peacekeeping Operations as of J une 30, 1962, for W hi ch  DOD
Is  To  Be R eimbursed

The Deparment of Sta te has  inquired of both the  United Nations  and the 
U.S. Departm ent of Defense concerning estim ates  of Dep artm ent  of Defense obliga tions for U.N. operations in the Congo as of Jun e 30, 1962. The overall 
conclusion is that  the  Department of Defense agree s th at  the  estimates of the 
United Nations  appear to be reasonab le and acc ura te provisiona l estimates.
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The following tab le gives the  key figures concerning Departm ent of Defense 
obligations and expenditu res for U.N. peacekeeping operations.

The Departm ent of Sta te und ers tands th at  the  United Nations and the  De­
par tment  of Defense agree for  the  UNOC account th at  bills submitted, but  
unpaid  as of Jun e 30, 1962, were $24,502,922, and th at  the U.N. est imate  of $12,- 
611,078 a s obligated but  unbilled as of Jun e 30, 1962, appears  to be a reasonable  
and  acc ura te provisional estim ate. The total of these  figures is $37,114,000, 
which is the amount  shown as unl iquidated obligations  for  UNOC in the U.N. 
financial stat ement  as  of Ju ne  30,1962.

The Department of Sta te unders tands that  the amounts  shown for  UNEF in 
the  table are also ag reed figures.

Department of Defense supplies and services furnished for  United Nations 
peacekeeping operations as of June SO, 1962

UNEF UNO C Tota l

Bills paid bv United Nat ions 1____________________ ____ _ $6, 796,212
3 802,000

$5,824,834 
<37,114,000

$12,621,046 
37, 916,000Unliqu ida ted  obliga tions (estim ated) 1___________________

Tota l. Depar tment  of Defense expenditures  for which 
Uni ted Nations reim bursement was no t w aived_____ 7,598,212

1,191, 581

42,938,834

» 10,317,622
50,537,046

11.509,203
Depar tment  of Defense expenditures  for which United  Na ­

tions  reim bursem ent  was waived_________ _____________
Grand total,  De partm ent of Defense expenditures____ 8,789,793 • 53, 256,456 62,046,249

i Source: Dep artment of Defense.
t  Source: Uni ted Nat ions  (late st analy sis of U.N. financial  posi tion is as of June  30, 1962).
3 See the  following:

The  Un ited  Sta tes has bi lled th e U.N. bu t not been p aid  as of June  30, 1962, for U N E F..  $738,461 
Estim ated am ount due bu t unbi lled w as..... ..........................................................................  63,539

Total unliquid ated obligations (provis ional est imates)............................................. .  802,0004 See the following:
The United States has billed the U.N. bu t no t been pa id as of June 30, 1962, for U NOC.. $24,502,922 
Est imated amo unt due bu t unbi lled  was.................... .................. ........................................  12,611,078

Tota l unliq uid ated obligat ions (provis ional est imates).................. _..........................  37,114,000
s Dep artment of Defense was repaid  $10,317,622 from fiscal year  1961 MSA contingency funds. However,  

the  am ount has by m utua l agreement been included  in both  U.S. and  U.N . s tatem ents of “ volu ntary con­
tribu tio ns .’’ It  is reflected as a pa rt of the  49.94 pe rcent U.S. con trib ution to the  U.N . Congo budget  for 
calendar  year 1960.

• Depar tment  of Defense incur red certa in add itional costs in the Congo apa rt from the above peacekeeping operations:
Airlif t of foodstuffs for famine relief: Reimbu rsem ent  by the  De partm ent of St ate to the

Dep artment of Defense......... .................... .................................................................................. $721,953
Airl ift evacuat ion of troops and  civil ians from the Congo:

Reimburse d to th e Depar tment  of Defense____________________________ ____ _ 139,265
Billed to Depar tment  of State, bu t u npaid ...................................................................... 401,066

Tota l, airlift evacuation of troops  an d c ivilians.............. . ...........................................  540,331
Grand to tal, o ther assistance rende red  by th e D epartme nt of Defense in the Congo. 1,262,284

Note.—The  above financial accounting sta tem en t is as of June 30, 1962. Since that dat e the  Uni ted 
Nat ions has paid  the  Depar tment  of Defense $10,025,563. If this  pay me nt is reflected, the first 2 lines of 
the  above t able  wou ld be changed as follows:

UNEF UNO C Tota l

Bills paid by United N at io ns ...  . .  _______ _________ $6, 796,212 $15 850 397 $22 646 609Unliqu ida ted  obligations (est imated)________________ 802,000 27,088,437 27,890,437

The latest  audited figures we have are as of March 31, which is 
materia l tha t has been put into the record in another committee. I 
have that if you would like it.

Mr. Ford. May we have that, please.
Mr. Zieiil . Yes, sir.
Mr. Ford. We will look a t this. Would you expect tha t the $28,- 

630,000 owing to the Department of Defense would be in the audited 
report to which you referred a few minutes ago ?
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Mr. Zieiil. Yes. As a matte r of fact, 1 expect that the audited 
report will probably be larger than that amount in total, because in 
addition to the amounts you cite that  have actually been billed and 
which remain unpaid, there is usually a difference—an amount which 
is in float and has not as yet been reported from the forces of the mili­
tary commands in the field. 1 expect the figure will be slightly higher 
than $*28 million and that  the reconciliation will show how much of 
it has actua lly been billed and how much of it is still in float. I would 
expect it to be slightly higher. You have the information as of 
June 30. Since that time there has been a payment of $10,025,563.

Mr. F ord. Wha t is the date of th at payment and from whom?
Mr. Ziehl. This payment was from the United Nations to the De­

partment of Defense. The date of it was last Fr iday , which I believe 
is August 10. The breakdown on the payments was made entirely 
by the Department of Defense; they credited almost all of it to the 
Air Force, they credited $812 to the Army, $1,260,194 to the Navy, and 
$8,764,558 to the Air Force, based on the oldest outstanding bills. This 
was their system of crediting.

Mr. Cleveland. The Air Force acts as executive agent for the 
Department of Defense in this matter.

PO SS IB LE  REIM BU R SEM EN T OF DOI) FR OM  U .N . BOND  IS SU E

Mr. F ord. Will the Department of Defense, assuming the United 
Nations bond legislation passes, be reimbursed out of the bond 
proceeds ?

Mr. Cleveland. To the extent possible we hope they will be reim­
bursed out of collections of some of these arrearages. Some of the 
bond proceeds might also be used for the purpose over the period of 
the next year.

Mr. F ord. T thought earlier  you testified—this appeared to be some­
what in conflict with testimony given before—tha t the United Nations 
bond issue was to finance the operations from J uly  1 on.

Mr. Clevei .and. T said that  the United Nations bond money is the 
only money available for the period from J uly  1 on. I think I also 
said some of the bond money would as a practical matte r have to be 
used to pay some of the most urgent of the organization’s debts to 
reestablish its credit.

Mr. Ford. I hope you will say tha t the obligations to the Defense 
Department would fall in tha t category.

Mr. Cleveland. T think  they are very important. ITow to marry 
them to the other obligations the organization has would require much 
more detailed analysis. But  the Department of Defense is one of the 
biggest creditors of the Un ited Nations and, therefore, will receive the 
biggest payments.

Mr. Ford. As o f the last audited reports, Mr. Ziehl, you are more 
fami liar with tha t than I, how much is owed and what amount of 
the total is owed to the Defense Department?

Mr. Zieiil . Fir st, the net deficit amount of the United  Nations at 
March 31, I believe was just under $120 million. I am quite sure 
tha t as of March 31 it was just, under $120 million net, as I recall.

The amount owed to the Department of Defense was at tha t time 
$32 million. On the average for a 3-month period they would prob-
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ably have supplied about $10 million additional services. They have 
been paid about $10 million. So I would expect afte r subtracting 
this $10 million tha t as of June  30 the figure would be rig ht around 
$30 million that  the Defense Department would be owed.

Mr. F oki). So the Depar tment  of Defense, based on those figures, 
is owed about 25 percent of the unpaid obligations ?

Mr. Zieiil. As of June 30, the estimated unpaid obligations, the 
net deficit will be about $140 million. Therefore, it would be about 
$30 million out of $140 million, which is a little  lower than 25 percent. 

DOD B IL LIN G  TO DEPA RTM EN T OF  ST AT E FOR A IR L IF T  IN  I 9 6 0

Mr. Ford. On this sheet tha t I have, given to me by General Moore, 
Special Assistant to the  Comptroller for DOD, it shows that billed to 
the State Department $11,579,900, paid $11,018,300. Why did the 
Defense Department bill the Department of State ?

Mr. Zieiil. May I answer the first part of the question ? By fa r the 
largest part of it was for the initial air lift  in the Congo operation. 
The cost of that  was $10,317,622.

Mr. Ford. That is for fiscal year 1961 ?
Mr. Zieiil . Yes. This was the cost of the in itial airl ift. This was 

waived by the President, but  the President under this waiver authority  
reimbursed the Department of Defense from mutual security funds.

Mr. F ord. What was the date of tha t ?
Mr. Cleveland. Fiscal year 1961.
Mr. Ford. Which would end June  30, 1962?
Mr. Cleveland. Which would end June 30,1961. This was actually 

an a irl ift  in the summer of 1960. It  was at the very beginning of the Congo operation.
Mr. F ord. What about the remainder?
Mr. Zieiil . Will you repeat your figure of $11 million ?
Mr. Ford. $11,579,900.
Mr. Zieiil. There are three components of that  amount—the a irlif t 

I have mentioned, the second amount was a U.S. air lif t of flour and 
food, which was a civilian air lif t type program, not military airl ift, 
which was in the amount of $721,953.

The thir d component of it was U.S. air evacuation of troops and civilians. That was $540,331.
I believe that should tota l to your figure because I  know we are in 

agreement with Defense on this.
Mr. Cleveland. The three items are marked on the table.
Mr. Ford. I believe fiscal 1961 would end June 30,1962.
Mr. Cleveland. 1961.
Mr. Ford. 1961, you are right. I would be interested in knowing 

the dates that these payments were made by the State Department, 
the dates tha t the trans fers were really made. It is not a payment 
but a trans fer. Also the amounts and the specific justification for each.
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(The information follows:)

Amounts  billed by the Department of Defense to the Department of State  in connec­
tion with operat ions in the Congo through Ju ne  30, 1962

Amounts billed

1.
2.

3.

Payments made by Depar tme nt of State  to  D epa rtm ent  of Defense

$10,317,622..............................

$721,953...................................

To tal ........................ ........

$540,331...................................

To tal .................................

Grand total,  $11,579,906..

Amounts
paid

Dat e of 
pay ment

Justi ficat ion

$10,317,622 Apr. 27,1961 Initia l air lift of U.N . troops and  equipm ent 
into  the Congo through Aug. 31, 1960.

562,023 Ju ly  17,1961 Air lift of flour an d foodstuffs to ave rt fam­
ine in the Congo, Ju ly  1960 and Jan uar y- 
Feb rua ry 1961.

159,930 Ju ly  14,1962 Airlif t of foodstuffs to ave rt famine in the 
Congo, Janua ry-Febru ary  1961.

721,953

630 Jun e 29,1961 Evacuation of American citizens from the 
Congo, Ju ly  1960.

100,514 Feb. 19,1962 Do.
37, 491 Jun e 25,1962 Do.

630

139,265

11,178,840

Ju ly  9,1962 Do.

U. S.  CONTRIBUTION TO PORTIONS OF U .N . CONGO OPERATION HAND LED AS 
INT ERN AL TRANSA CTIONS

Mr. F ord. I thought earlier  this morning, Mr. Cleveland, you testi­
fied—I am sorry but I do not have the record—that the United 
Nations Congo opera tion was handled  out through one U.S. agency 
to another but directly from the U.S. Government to the  United 
Nations.

Mr. Cleveland. Tha t is correct.
Mr. Ford. This incident we have been discussing seems to be in 

-contradiction to that .
Mr. Cleveland. I understand why it looks curious. The reason 

is that in those three specific cases, and only in those three specific 
cases, the  procedure for making  the contribution to the United Na­
tions was for the President  to waive, under authority contained in 
the U.N. Par ticipation Act, reimbursement by the United  Nations. 
However, internally  in the U.S. Government the Depar tment  of De­
fense natu rally still wanted to be paid, and AID  funds were t rans­
ferred to reimburse the Depar tment  of Defense fo r its services.

So in these three cases there was no payment by the United Nations 
to the Defense Depar tment , but instead we made a payment  from U.S. 
AID appropriations direct to the Defense Department.  I t amounted 
to a contribution  to the United Nations by the U.S. Government, but 
the contribution  was made in kind rath er than in cash in those three 
particular  cases. The money payment was an internal transaction.

Mr. F ord. But  this internal transaction did not result  in any in­
creased demand on the other nations for partic ipation financially, 
did it?

Mr. Cleveland. We treated  it as part of our contribution to the 
program. A good many other nations did the same thing.  Indeed, 
.quite a number of nations tha t put troops in did not ask for reim-
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bursement under the arrangements that  were developed for the sup­
ply of the ir troops—except the extraordinary costs.

For example, a Swedish soldier going in still had his salary  paid 
bv the Swedish Government without reimbursement by the  United 
Nations. Only flight pay, combat pay, tha t kind of extra  allowance 
was paid by the United Nations.

Mr. Conte. Will  the gentleman yield ?
Mr. F ord. Yes.

u.n. headquarters building in  TI IE  CONGO

Mr. Conte. While Mr. Ford is on the Congo, can you tell me why 
the United Nations has such an elaborate building out there in the 
Congo?

Mr. Cleveland. Why the United Nations has such an elaborate 
building?

Mr. Conte. Have  you been there ?
Mr. Cleveland. Yes, they have the old Royal Hotel.
Mr. Conte. How many people are out there ?
Mr. Cleveland. They have about 410 civil ian technical people all 

over the  Congo. They have the headquarters of the U nited Nations 
Force. The Force itself is just under 18.000 men. I do not know how 
many a re at headquarters, but it is a substantial headquarters opera­
tion for  quite a substantial m ilitary force.

Mr. Conte. Yes, it looks like one of these buildings in Washington. 
They also have a United  Nations hospita l out there.

Mr. Cleveland. Yes, substantially manned by the World Health  
Organization  doctors.

Mr. CoN'ra. Is that str ictly for United Nations personnel ?
Mr. Cleveland. I do not  believe so. I think there is one hospital 

in Leopoldville they mostly use for the personnel.
Mr. Conte. That is the one I  mean, the one in Leopoldville.
Mr. Cleveland. Rut I think other  people can go in, too, on an 

emergency basis. Of course, like any other milit ary force, they  have 
to have immediate access to a hospital.

Mr. Conte. Hoes the  United Nations own that building they are 
headquartered in ?

Air. Cleveland. No, sir.
Mr. Conte. Wha t is the rent there ?
Mr. Cleveland. I do not know, but I can find out. I do not know 

for a fact. My guess would be th at the Government simply makes it 
available to the United Nations without charging  rent, for it , the Gov­
ernment of the  Congo.

Mr. Conte. I would like to have that for the record.
Mr. Cleveland. I will get the facts.
(The information follows:)

R en t for U.N. H eadq uarters  B uild ing in  Leopoldville

The United Nations rents  space in the privately owned Hotel Royal for its 
headquarters in Leopoldville. While the amount varies, depending on the 
amount of space in use, the average cost is $17,000 per month.

Use of a wing of the hospital has been provided to the United Nations rent 
free. The United Nations has, however, paid for some al terations and repairs.

87948— 62— <pt 3------C>9
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Mr. Conti;. It  seems to me they are overstaffed, and they have people 
stumbling over each other. The number of people was amazing. 
I can see how they had a difficult time trying to make a decision 
whether to send troops into Katanga or not.

Mr. Cleveland. It  is a big operation, and on the civilian side it 
has to  grow in order to do something about economic recovery there. 
To some extent the United  Nations has had to substitute for functions 
that  in other countries would be performed by the government itself.

Mr. Conte. They did not have too many programs, if I remember 
correctly. I went to one school where they were teaching boys how 
to strip down tr actors and put them back together. This program 
was excellent, but a very small one. They had a few instructors 
there. I did not see many economic programs going on.

Mr. Cleveland. They are scattered all over the country. T visited 
one of the provinces on the other side, and they were all oyer the 
place with mining enterprises and truck maintenance—and highway 
projects especially. One of the real bottlenecks in tha t country is 
tha t you cannot get from place to place because there are too many 
holes in the road.

Mr. Conte. It  might be the best thing to  have the United  Nations 
out there, but every Congolese official I talked to wanted to deal 
directly with the United States and not the United Nations.

Mr. Cleveland. When they are talking to the United States, yes.
Mr. Conte. I s that r ight  ?
Mr. Cleveland. Yes.
Mr. Conte. Thank you.
Mr. Ford. Mr. Chairman, I would request th at this statement pro­

vided by the Department of Defense be put in the record. I suggest 
tha t Mr. Zielil take this and add any footnotes tha t will be beneficial 
for  the record to explain any contributions made by AID in one 
form or another.

Mr. P assman. Without objection, it will be inserted in the record 
at this point.

(The information fo llows:)
Note Supplied by th e Department of State at th e Request of th e 

Committee

The info rmation  contained in the following “S tatemen t of costs incur red by the 
Departm ent of Defense” has  been cheeked aga ins t the  United Nations stat ement  
as of .Tune 30, 1962, for supplies and services furn ished to the  United Natio ns in 
connection wi th the  Congo operation.

Both par ties to the transa ction agree to the  amounts involved. The United 
Nations statement, fully  footnoted, is contained on page 1081 of these  hearings. 
In addit ion, a sta tem ent  showing  the source of U.S. funding—includ ing AID 
fund ing—for  U.S. contributions to United Nations operation  in the  Congo is 
contained on pages 1092-3 of these hearings.
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Statement of costs incurred by the Department of Defense as of  Ju ne  SO, 1962, in 
support  of United Nat ions operations in  the Congo

[I n th ousands o f d ol la rs ]

A ir  For ce A rm y N a v y T o ta l

C ost s bi lled :
M A T S 21, 596. 9

6,76 3.7 
4,07 7.0

21, 596 .9
6,76 3.7

13 ,54 7.0
O th er  a ir li ft
M ate ri a l an d  se rv ic es. __  ____  _______ 5,29 3.2 4,17 6.8

T o ta l .__  . . _______________________ 32 ,43 7.6  
2,788. 4

5,29 3.2 
520 .8

4,1 76 .8  
256.2

41 ,90 7.6  
3, 565 .4U nbil le d  c ost s_________  . ____________________

T o ta l co st s . _________________________ 35 ,22 6.0 5,8 14 .0 4,43 3.0 45 ,47 3.0

S ta te
D ep a rtm e n t

U n it ed
N ati ons

T ota l

B il le d to __________ _____ _________ ____ _____ _______________ 11,579. 9 
11 ,01 8.3

30,327. 8 
5,82 4.8

41 ,907 .7 
16,843.1P a id .................. ................................................... ............... ................... ........

B al an ce  ow in g of  b il le d co st s___________________________ 561 .6 24, 503.0 
3,5 65 .4

25 ,06 4.6  
3,565. 4U nbil le d  “ _______ _____ _______________

T o t a l . . _________ ________________________________  . . . 561 .6 28 ,06 8.4 28 ,63 0.0

Mr. Passman. Off th e reco rd.
(D iscu ssion off the re cord.) rr

TRANSFER FROM MILITARY ASSISTANCE

Mr. Passman. Let the  record show also how the $9.5 million blended 
in with the different programs.

Mr. Ford. Tha t may not be reflected in tha t because tha t is the 
amount billed to State and paid and the amount billed to State 
unpaid.

Mr. P assman. Would you request th at they reconcile the discrepan­
cies between this  and the amount we discussed in the Congo this 
morning?

Mr. Ford. I  do.
(The information fo llows:)

R ela tion of Map  T ransfer  to E conomic P rograms F unde d Under Cha pter  I I I

The  D epartm ent of Sta te increase d its con tributio n to the  U.N. Congo economic 
prog ram from the  original $3 5 million requ ested  for fiscal yea r 1962  to $43  
million. This  in crea se was made when it became known th at  there  had developed 
in the  Congo an extre mely  serio us economic cri sis  which  it was believed would 
jeopardize the mai nten ance  of a mod erat e regim e in the  Congo. The United  
Sta tes deter mine d th at  an imm edia te con trib utio n of $1 0 million in economic 
ass ista nce  desig nated  for  the proc urem ent of U.S. commodi ties would relieve the 
emergen cy and ther eby  ins ure  the  sta bil ity  of the  Centr al Government.

The additio nal $10 million  was  derived from $50 0,0 00  in savings  from oth er 
prog rams for which fund s had  been requ ested  und er Chapt er II I—In ter nat ion al 
Org aniz ation s and Pro grams of the AID app rop ria tion and $9.5  million tra ns ­
ferred  to cha pte r II I from the  mi lita ry ass ista nce  prog ram und er aut hor ity  
of section 610.

The dete rminati on aut hor izin g the tra ns fe r of the  $9.5  million from the 
mi litary  assi stan ce progr am was  signed by the  Pre sid en t on Jun e 6. 1962 . The 
decision to tra ns fe r fun ds from the  mi lita ry ass ista nce  progra m was take n only 
af te r all saving s had been utili zed  with in the  economic assistan ce chapter s of 
the  app rop riat ion  act,  by a car efu l review  of prog ram  and fundi ng needs, and  
was take n toward the  end of the  fiscal year when the  lat es t esti mat e of the  
highly  vo latile  Congo sit uat ion  cou ld be made.
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There is no relation between this tran sfer  and the payment by the United Nations to the Department of Defense for the cost of services provided by the U.S. military forces, including the airli ft. These costs are billed directly to the United Nations by the Department of Defense and are paid from the United Nations’ central accounts for its Congo militar y operation.
An exception to this procedure occurs only when the President waives the right  of the U.S. Government to claim reimbursement from the United Nations, similar to the grantin g of services of troops by other countries. In these in­stances the Department of State arranges for  direct reimbursement to the De­partment of Defense, drawing on funds appropriated under chapter  II I or from the P resident’s contingency fund.
In other par ts of the chapter II I appropriation, there were savings which were utilized to meet increased callups against the U.S. pledge on the Indus waters  project. The increase for this project in fiscal year 1962 over the original estimat e of the World Bank included in the presentation request amounted to $17.6 million. Pa rt of this increase was funded from savings within chapter II I derived from the U.N. Congo military ope rati on; $27 million was originally requested for the lat ter  program to cover the U.S. pledge for voluntary con­tributions  for the period November 1961 through September 1962 and to com­plete payment on the U.S. pledge fo r the period Jan uary through October 1961. Since the 16th session of the General Assembly decided to appropriate funds for the Congo milita ry operation only through June 30, 1962, and subsequent fiancing was planned to be met from the proceeds of the U.N. bond issue, i t was possible to effect savings of $6,744,000 from the $27 million originally pro­gramed by the United States for this purpose. By the beginning of 1962, i t was decided this amount could be reprogramed to help meet the urgent needs of other programs within chapter III , the most immediate of which was the Indus waters project. The specific sources of funding for the increased cost of the Indus waters project callups w ere :

Fiscal year 1962 contingency fund____________________________$3, 382, 000Prior year development grants______________________________  7, 264, 000Prior y ear contingency fund deobligation-reobligation____________ 282, 000Reprograming of savings within  chapte r II I__________________  6, 672, 000

Tota l---------------------------------------------------------------------- 17,6 00,0 00
Air. Ford. May I  suggest also that  this  char t, which is in the hear­ings for the United Nations bond program, be included but supple­mented. If  properly supplemented, i t would show the $9.5 million to which you refer.
Mr. Passman. I think  it should be there because you have two in­stances of tran sfer ring  milita ry assistance funds into the economic program. One of them was directly, the other indirectly.(The material refe rred to follows:)

Chart of U.S. Contributions to United Nations Operations in the Congo 
Through J une 30, 1962

The cha rt which follows provides a  detailed breakdown of U.S. contributions. It  should be noted tha t specific moneys derived from transfers between appro­priations and savings within any single appropriat ion such as contributions to intern ational organizations and programs go into a pool, available  for repro­graming, and lose th eir identity once deposited to the pool. The moneys are, in this sense, fungible and may be used to fund urgent program needs in accord­ance with a reassessment of prioritie s determined by the Administrator of the Agency for Intern ational Development.



U.S . contributions  to Uni ted Nations operations  in  the Congo through Jun e 30,  1962 1

U.S . co nt rib ut ions

Tota l U .N .

O th er  na tio ns

Amou nt Pe rcen t Tot al
am ou nt

A m ou nt
pa id

M ili ta ry :
Con go m ili ta ry  bu dg et  for Ju ly  to  

Decem ber 1960________ . . .  ____ $60,000,000U.S.  assessed c on tr ib ut io n (fiscal 
ye ar 1961 M SA )_____________ $15,745,211

3,900,000

10,317,622

U.S . vol unta ry  cash con tr ib ut io n 
(fiscal ye ar  1961 M SA )_______

U.S. waive r of in iti al  air lif t 
(fiscal  year  1961 M SA )..... ...........

Tota l__________ ______ ____ 29.962,833 49.94 $30,037,167 $11,237,930
Congo  m ili ta ry  bu dg et  for Ja nuary  

to  Oc tob er 1961. . . ______ _____ 100,000,000U.S . asse ssed  co nt ribu tio n (fiscal 
ye ar  1961 S ta te  su pple m en ta l) ..

U.S . vo lu nt ar y co nt ribu tio n 
(cash ) ($6,450,000 fiscal  ye ar  
1961 M SA ; $8,855,596 fiscal y ea r 
A ID )..............................................

32,204,061

15,305,596

Tota l............. ............................. 47,509,657 47.51 52,490,343 19,808,971
Congo m ili ta ry  bu dg et  for No ve mbe r 

1961 to  J un e 1962___ ____ ________ 80,000,000U.S . assessed con tri bu tio n (fiscal  
ye ar  1962 St at e sup pl em en ta l)’ .

U.S . vo lu nt ar y co nt ribu tio n 
(cash ) (fiscal y ea r 1962 AID )__

Tota l...........................................

25,616,000

11,400,800

37,016,800 46.27 42,983,000 9,141,440
To ta l, Congo  m ili ta ry  ’_____ ’ 114,489,290 47.70 ’ 240,000,000 125,510,710 40,188,341

Econo mic :
U .N . Fund for the Congo:

U.S.  c a s h  c o n t r i b u t i o n  
($22,950,000 fisca l ye ar  1961 
MSA ; $15,000,000 fisca l ye ar  
1962 A ID )___ _________ 37,950.000 77.15 49,188, 607 11,238,607 11,238,607

Oth er  U .N . e con omic pro gra ms :
U.N . co nt rib ut ion for im po rt  

financ ing  (fiscal ye ar  1961 
M SA )______________________ 5,000,000

< 28,000,000

26,600,000 
’ 721,953

U.S . co nt rib ut ion for U.S . com­
mod ity  im po rt  fina ncing  (fiscal 
ye ar  1962 A ID )_____ _________

U.S . Food for Peace co nt rib u­
tions,  Pu bl ic  La w 480:

Titl e I (fiscal
ye ar  1962). .  . ’ $12, 200,000

Ti tle II:
Fis cal  ye ar

1961 ____  10,100,000
Fisc al ye ar

1962 ........  ’ 4,300,000

T ota l. . 14,400,000

U.S.  air lif t o f flou r a nd  fo od ........

To ta l, oth er  U .N . econom ic 
prog ram s........ .......... .............._ ’ 60.321,953 100.00

To ta l, Congo economic_______ 98,271,953
— —— ——— 1

Ot her: U.S.  a ir e vacuati on  of troo ps  an d 
civi lia ns __________________________ •540,331

See footnotes on p. 1090.
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1 T hi s table dea ls with  Con go opera tions  cond uc ted m ulti la te ra lly  th roug h the Uni te d Nat ions . In  

ad di tio n to  co nt rib ut ing to  th e pro grams  show n on th is  ta bl e,  th e Uni ted St ates  cond uc ts  th e follo wing 
programs for the Con go o utsid e the frame work of th e Uni ted Nat ions :

Fiscal year 
1961

Fis cal  ye ar  
1962

Fiscal  year 
1963

U.S . food for peace, Pu bl ic  La w 480, t it le  II I,  th ro ug h wh ich  
U.S . foodstu ffs are  dis tr ib ut ed  in  th e Congo  by  pr iv at e 
vo lu nt ar y agencies.  ________ . . . ___  . ___________ $600,000

2,575,000

$2,400,000

3,736,000

$3,000,000

3,500,000
De ve lopm ent gr an t pro jec ts,  conducte d di rect ly  b y o r for the 

Uni ted Sta tes i n the Con go ._____. .  ____________________

To ta l, no nm ul til at er al  p ro gra m s. .___________________ 3,175,000 6,136,000 6, 500,000

s As of Ju ne  30,1962, $78,555,668 had been  pa id  to  U .N .; th e r em aind er  of $25,616,000 was a pp ro pr ia te d July- 
25, 1962 (Pub lic  La w 87-545) and p aid  to  the U .N . Aug. 2,1962. The  bal ance  of $10,317,622 re pr es en ts  a  con­
tri bu tio n in  kind  to  th e Uni ted Na tions  (waiv er of the  i nit ia l air lif t).

8 F rom Jul y 1,1962, the  U.N . proposes to  fun d C ongo an d the M iddle E as t m ili ta ry  costs  from  th e  proc eeds  
of its  $200,000,000 bon d issu e, which  is  re pa ya ble in  25 y ears  a t 2 percent  int er es t. The  U.S . sh are is 32.02 
perce nt,  or  a bo ut  $3.2 mi llio n annu all y.

8 I nclud es $9,500,000 transfe rre d from mili ta ry  ass istanc e p rog ram to  ch.  I l l ,  “ In te rn at io na l Organ iza tio ns  
an d Prog ram s’’ u nd er  aut hori ty  of sec. 610.

8 Es tim ated  to ta l th ro ug h Ju ne  30, 1962.
• R eim burse d to  D ep ar tm en t of De fense b y D ep ar tm en t of S ta te .
7 Es tim ated  U.S . co nt rib ut io n for fiscal y ea r 1963 is $54,300,000. Of th is  a m ou nt , $20,000,000 is e st im ated  

for U.S . food-for-peace co nt rib ut ions , Pu bl ic  L aw  480.
8 Of which  $139,265 h as  been re im bu rsed  to  D ep ar tm en t of Defense  by  Dep ar tm en t of St at e as of J u ly  

9,1962.

SUPPLEMENTAL DATA ON TRANSFER OF MAP  FUNDS TO U.N .

Mr. Passman. I would like to have it shown th at the $9.5 million 
came out of the milita ry assistance program to the United Nations 
and from the  United Nations to the economic program fo r the Congo. 
Is that a statement of fact ?

Mr. Cleveland. The $9.5 million came entire ly from the military 
assistance program.

Mr. P assman. Late r you had about $6,744,000 tha t went from mili­
tary to the Congo. It  came back into the United  Nations. From 
that  point on we identified it as going into the Ind us Basin.

We wish to  have an explanation on those transactions, two rather 
significant transfe rs out of military  into economic aid.

Mr. Andrews. Will the  gentleman yield?
Mr. F ord. Yes.
Air. A ndrews. If  tha t money had not been transfer red out of mili­

tary  assistance program for United Nations into the  economic account 
for the Indus project, would it  have been available to pay tha t bill 
they owed the Defense Department  ?

Mr. Ford. Yes, the trans fer, I believe, could have been handled in 
the same way, bu t the payment made by an interagency transfer  to 
the Defense Department.

Mr. Cleveland. Tha t would have involved increasing the U.S. share 
of the Congo milit ary program, which we thought was a lready high 
enough a t 47.7 percent. Tha t would have made it  about 54 or 55 pe r­
cent.

Air. Andrews. Was tha t one of the reasons you took it from the 
United  Nations fund and put it  into the Indus fun d ?

Mr. Cleveland. Because we wanted to do only that share of the 
thin g and no more. If  we had given them all the way up to the figure 
in the report last year , it  would have run  our share u p too high.
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U. S.  CONTRIBUTIONS TO U .N . CONGO OPERATIONS

Mr. Andrews. Wh at percentage of the Congo expense are we 
bearing?

Mr. Cleveland. Of the Congo expense ?
Mr. Andrews. Through the  United Nations.
Mr. Cleveland. On the milit ary side about 47.7 percent up to 

June 30. After tha t, assuming the bond money, 32 percent. As you 
know, one of the advantages of the bond system is i t reduces our pe r­
centage to 32 percent for the Congo.

Mr. Andrews. But as of March of this  year we were picking up 
47.7 percent of the check of the expenses incurred by the United Na­
tions in the Congo operation ?

Mr. Cleveland. Yes, part ly out of assessed funds and part ly out of 
volun tary contributions.

Mr. F ord. Mr. Cleveland, tha t rationa le would appear to make sense 
if you limit your observations and comments to the United  Nations 
Congo military operation.

Mr. Cleveland. Yes.
Mr. F ord. Where you went from a request for fiscal 1962 of $27 

million, you actually contribu ted $20,256,000. But if you turn  the 
page and give the full picture, including the United Nations fund for 
the Congo, which is the economic side, the situation is quite different.

Mr. Cleveland. I understood the gentleman’s question to relate to 
the Congo military. As I  indicated before, our  actual percentage on 
the various volunta ry contributions for economic assistance to the 
Congo th rough the United  Nations is somewhere around 86 percent.

Mr. F ord. Why do you make one rationalization when you talk  
about the milit ary fund  and then rationalize it differently in talking 
about the United Nations fund for the Congo on the economic side? 
Let. me indicate the figures and then you make a comment.

Last  year you requested $35 million for the United Nations fund 
for the Congo, which is economic assistance, and actually  you obligated 
$43 million, an increase of $8 million.

Mr. Cleveland. That is correct.
Mr. F ord. How do you rationalize one way in one instance and 

rationalize another way in the other instance ?
Mr. Cleveland. In the case of the United  Nations fund  for the 

Congo and the whole economic operation there, what we have in effect 
is a p rogram which is like a b ilateral program. This  is true  in the 
sense that we are not measuring it against what other people are doing, 
in quite the same way, because we want to keep it under the United 
Nations umbrella in o rder to prevent the  Soviets from coming in with 
a bilatera l program into the Congo without so much as a bv-your-leave 
to the United Nations.

So we have an arrangement now whereby everybody who puts in 
bilat eral money makes his arrangements through the United Nations 
because we want to make sure some other people make their arrange­
ments through  the United Nations if they want to come in.

So th at this is a different k ind of U nited Nations program. This 
is not a program tha t is “divvied up” among all members of the United 
Nations on assessments and percentage  scales by the usual method.

Mr. F ord. Why do you have assessments in the case of the mili­
ta ry  and not assessments in the case of the economic ?
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Mr. Cleveland. In  the case of  t he  mili ta ry , th is was agreed  by all 
the  countr ies  to  be  “ divvied up ” amo ng all  the mem ber na tio ns  on the 
for mu la we have discussed before , to finance the peace  and securi ty 
ope ration.

Mr. F ord. I f  th at  is good  fo r th at , why  is it  no t good  fo r the  
economic?

Mr. Cleveland. There  is no sim ila r agreem ent  th at  eve ry co un try  
in the  wor ld should  be g iving  econom ic a nd  deve lopm ent an d technica l 
assis tance . Most of the  cou ntr ies  in th e world  do no t give  economic 
and technical ass istance  to anybod y. Th ey  ar e m ostly rec eiv ing  coun­
trie s. You could  no t make  the sam e kin d of ar rang em en t. You 
rea lly  h ad  to make a deal  among the  deve loped countr ies .

In  the  emergen cy o f the la st y ea r or  yea r and  a hal f we have h ad  to do 
the  lion’s share  of th at part  of  the  job  in orde r to  keep  the Congo 
economy and  t he  A doula  govern me nt’s nose above wa ter  at  a ll.

Mr. F ord. I  w ould l ike t o h ave  the follow ing  in form at ion put i n the  
reco rd. I  w’ill r ead the  questi ons  and  I  wan t ful l i nformation . I ju st  
do no t wan t a ske tchy  response. Som e of it may  have al read y been 
put in , bu t le t us p ut it  in, in  sequence.

TOTA L COST TO UN ITED  STATES OF CONGO OPERATIONS

W ha t has been the  to tal  cost  to the Uni ted States  to da te  of  the  
Cong o opera tio n?  I wa nt  bo th the mili ta ry  and economic, and do it 
by fiscal ye ars .

Mr. Cleveland. Th is is the  t ab le,  I  t hink , which has ju st  been sub ­
mi tted.

Mr.  F ord. Le t us be sure  th at  we have all of it.
Mr.  P assman. Off the  record .
(Di scussion off the  reco rd.)
Mr.  F ord. Let  u s have th at  fro m the  i nceptio n and  include what we 

are  forec astin g f or  fiscal 1963 as well.
(T he  informa tio n follow 's:)

Source of U.S. F unding for United Nations Congo Operations

Th e table at tach ed  pro vid es a de ta ile d bre akd own of  the  sou rce  of  fund s used  
fo r U.S. contrib uti on s to th e Un ited Na tio ns  opera tio ns  in th e Congo. Sum mary 
figu res ar e recorded below thr ough  Ju ne  30, 1962, and Ju ne  30, 1963. 

Es tim at ed  U.S. contr ibu tions to the U.N. Congo op era tion  (th rough Ju ne  SO, 1963)
To ta l U.N. Congo—m il itar y__________________________________ $114 ,489,290
To ta l U.N. Congo—economic__________________________________ 98, 271,953

Tot al _________________________________________________  212,761,243

U.S. con tributions to the  U.N. Congo operat ion  (th roug h Ju ne  SO, 1963)
To ta l U.N. Congo—mil ita ry ___________________________________$114, 489, 290
To ta l U.N. Congo—economic__________________________________  152, 571, 953

Tot al_________________________________________________ 267, 061, 243
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TOTAL COST TO U .N . FOR CONGO OPERATIONS

Mr. F ord. Wliat lias been the total  United Nations cost to date for  
this operation? This  is the total United Nations cost. I want it by 
years, including what you are forecasting for the future.

Wha t percent of that has the United States paid ?
How much has the United States paid in dollars? That is what 

I want on that.
How much have the other members paid? I emphasize “paid .”
(The information follows:)

Summary of Total United Nations Costs for the  Congo and the  U.S. Share

1. The to tal  cost of  the  United Nations mil itar y operation  in the Congo through 
Jun e 30, 1962, is $240 million, of which the  United Sta tes  h as contributed  $114,- 
489,290, or 47.70 perce nt. The tot al amount contributed  by all countrie s to 
the United Natio ns Economic Fun d for  the Congo through  Jun e 30, 1962, is 
$49,188,607, of which the  United Sta tes has  contributed  $37,950,000 or 77.15 
percent . In addit ion, the  United Sta tes  has  channeled $60,321,953 in U.S. eco­
nomic aid in cash  and agricultura l commodities  to the  Congo through United Na­
tions as of Ju ne 30,1962.

2. For these United Natio ns programs, the United Sta tes  has  paid  the  United 
Natio ns $149,505,668 in dollars a s of June 30,1962.

3. Through June  30, 1962, oth er governments have  paid the  United  Nations 
$40,188,341 toward th e cost of the Congo m ili tar y operatio n and have con tributed  
$11,238,607 to the  Unite d Nations Fun d fo r th e Congo.

LOCAL CUR REN CY CONTRIB UTION S TO CONGO OPERATION

Mr. F ord. I would like to know the amount of any local currencies 
owned by the United  States and contributed to the United Nations 
for the same programs and the to tal, both military  and economic, for 
the Congo operation.

(The information follows:)
Uses of U.S.-Owned Local Currency in the Congo

U.S. contributions to the U.N. Congo mi lita ry and economic prog rams have 
been made in dollars, in services perfo rmed (e.g., ini tia l a ir li ft  provided without 
charge to the  United  Nations), and in kind (surplu s agricultura l pro duc ts).

Dollar con tribu tions have been used in pa rt  to finance the  import of U.S. com­
modit ies into the  Congo. The local currency  proceeds from the Congo Govern­
men t’s sale  of these commodities are deposited in a Congo Government account 
from which withdrawals may be made with countersignature  of the  United 
Nations . A Congo franc equivale nt of $7 million of these local currency  pro­
ceeds has  been made available to the  United Nations by the  Congo Government  
fo r local expenses of the United  Nations.

Local currency generated  by the sale  of agr icu ltural  commodities contributed’ 
to the Government of the Congo und er tit le I, Public Law 480, with  the concur­
rence of the  United Nations,  is deposi ted in the  f irst instance in a U.S. account  
to be disburse d as follows: (a) 10 percent of the proceeds are redeposited  in a  
special  acco unt  f or U.S. uses in the  Congo, and  (ft) 90 p ercent of the  proceeds 
are  redeposited in a United Nations accou nt for use as gra nts  to  the Government 
of the  Congo for  priori ty economic development programs  to be decided on by 
the United Nat ions  and the  Governm ent of the Congo, in close coopera tion with, 
the U.S. Government . No. U.S.-owned local currency proceeds have  been tra ns­
ferred  to  the  United  Na tions to date.

Local currency  gene rated  by the sale  in 1961 of agricultura l commodities  con­
tributed  to the  United Nations for  the Congo und er tit le  I I, Publ ic Law 480, was 
deposited in a Congo Government acco unt for  use in financing essential  publ ic 
works in the  Congo agreed on by the  Congo Government and  the United Na­
tions, i n close cooperation with the  U.S. Government.
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IJ.N. E mergency F orce

Mr. Ford. On page 28 of the justification book under the heading 
“United Nations Emergency Force,” the last pa rag rap h:

In fiscal year 1963, contingent on its  successful flotation , UNEF will be 
financed from the $200 million United Nations bond issue. In  view of the  fund ­
ing cycle of this operation, it  is proposed  th at  the  United Sta tes  contribute 
$1,320,000 as a voluntary contribution for  the  period Janu ary 1 through Jun e 
30, 1962, to help in reducing  by 50 perc ent the  assessment of member sta tes  l east 
able to pay.

What do you mean by th at and what  states  are you talk ing about?
Mr. Cleveland. The resolution financing the  first half of calendar 

year 1962 for the Un ited Nations Emergency Force provided that  the 
poorer and weaker countries should not pay the full amount, tha t 
they would normally  be assessed f or administrative expenses on the 
United Nations scale.

Mr. Ford. What was the justification for that ?
Air. Cleveland. On the ground that this  is a peace-and-security 

operation that, comes in a somewhat different category, financially 
speaking, from the regular administrative expenses. The United Na­
tions assessment scale was initially developed for adminis trative 
expenses.

The problem is really  a political one in the  United Nations. Quite 
a lot of countries in the United Nations think tha t all peace and 
security expenses should not be paid on the  regu lar scale, bu t by the 
big powers. Indeed, there are some who say tha t what the charte r 
originally  meant was th at the five big powers tha t have the veto should 
pay all peace and security expenses. We obviously do not want it 
tha t way.

This represented a political arrangement  within the General As­
sembly tha t preserved, as far  as we are concerned, the principle tha t 
everybody had an obligation to pay something bu t reduced the amount 
tha t the poorer and weaker countries would have to pay.

It  was done in two stages: Fir st, the resolution made an absolute 
reduction in the funds to be paid  by most of the countries since most 
of them are small.

Second, the resolution said tha t any voluntary  contributions tha t 
came in would be used to make up the shor t fall in the total amount 
of money tha t those reductions would cost.

Air. Ford. Did we make any voluntary contribution to make up 
tha t short fall ?

U .S . VO LU NT AR Y CON TR IB U TI ONS TO EM ERGENCY FORCE

Air. Cleveland. We have made voluntary  contributions of tha t 
type to make up tha t kind of short fall ever since the  United Nations 
Emergency Force started in 1957.

Air. Ford. II ow much did we make up in fiscal 1962 ?
Mr. Cleveland. $1,800,000 funded out of last yea r’s AID  appro­

priation.
Air. Ford. Will you tell us what account?
Air. Cleveland. Chapter 3: Contribution to In ternational Organ i­

zations.
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Mr. Ford. Was tha t whole $1,800,000 for tha t purpose, making  up the sh ort fal l?
Mr. Cleveland. Yes, it was in effect an additional contribution  be­yond our assessment.
Mr. Ford. What was our assessment ?
Mr. Cleveland. For tha t period, which was the calendar  year 1961, $6,115,519.
Mr. Ford. So we increased by a voluntary contribution  our total contribution  by a third.
Mr. Cleveland. We increased by about a third.  Tha t brought our percentage last year up to 41 percent instead of the 321/2 percent we had been assessed.

revisions of assessments based on voluntary contributions
Mr. Ford. Will you show the countries tha t had their assessments lowered as a result of our voluntary contribution or the to tal vo luntary conributions in fiscal year 1962? List the countries and the amounts of the changes in their assessments. I assume that  will be for calendar year 1961.
Mr. Cleveland. Yes, we can submit tha t and also the scale of as­sessments that  would support this item, which would be calendar  year 1962.
Mr. Ford. Do the same for calendar  year 1962, showing what the assessment would be normally and what they will drop to, based on our proposed voluntary contribution.
Mr. Cleveland. Right, sir.



(The information follows:)
Assessments in  respect of  the United Nations Emergency Force special account fo r th 

period Jan. 1 to Dec. 31, 1961

M em ber st a te s

A fg han is ta n____________
A lb an ia ________________
A rg en ti na ...........................
A u st ra li a_______________
A u str ia ________________
B el giu m _______________
B oli v ia ________________
B ra zi l__________________
B ulg ari a_______________
B u rm a ................. ................
B yel oru ss ia n S .S .R _____
C am bod ia _____________
C am ero un_____________
C an a d a___ ____ ________
C en tr a l A fr ic an  R e p u b l ic .. .
C ey lo n_________________
C h a d __________________
C h il e__________________
C h in a ___ _____ ________
C olo m bia .......................... .
Con go  (B ra zz av il le )- ___
Con go  (L e o p o ld v il le ). .. .
C osta  R ic a_____________
C u b a .............................. ......
C y p ru s ................................
C ze ch osl ovak ia _________
D ahom ey______________
D en m a rk ___ ____ ______
D om in ic an  R e p u b l ic .. ..
E c u a d o r_______________
E l S al vador____________
E th io p ia ___ ____ _______
F ed era ti o n  of M a la y a .. ..
F in la n d ________________
F ra n ce_________________
G ab o n _________________
G h an a_________________
G re ec e__________________
G u a te m a la _____________
G u in ea_________________
H a it i___________________
H o n d u ra s .............................
H u n g a ry _______________
Ic e la n d ..... ................. ...........
I n d ia ___________ _______
In d o n esia ..............................
I r a n . ..... ............................... .
I r a q ......... ................. . ...........
I r e l a n d . . ..............................
Is ra e l____ _______ ______
I ta ly ..................................... .
Iv o ry  C o a s t.........................
J a p a n __________________
J o rd a n _________ ____ ___
L aos____________ _____
L ebanon_________ ______
L ib eri a_________________
L ib y a ........... ................... .
L uxem bourg .......... .............
M ad ag as ca r__________
M a li ........ ...............................
M ex ic o________ _____ _
M or oc co ________________
N ep a l__________________
N e th e rl an d s____________
N ew  Z e a la n d .....................
N ic a ra g u a______________
N ig er........... ...........................
N ig e ri a_________________
N orw ay________________
P ak is ta n ________________
P a n a m a ________________
P ara g u ay _______________
P e ru ________________

P erc en t
A ss es sm en ts  

for  1961

R ed uctions 
u n d e r re so lu ­

ti on  1575 
(X V )

C re dit s 
from  ta x 
eq uali za ­
ti on  fu nd  

for  1959

A m oun t
rece ived

0.0 6 $11,287 $5,643. 50 $60.04 7,524 401. 11 208,804 104,402.00 1,1111.7 9 336. 721 1,791 $334, 930.00. 43 80,888 430 80,458.001.3 0
.04

244,5 46 
7,524

1,301
40

200 ,000.00
1.0 2 
. 16

191,874
30,09 8

95,937.00 1,021
160

94,916.00
.0 8
.4 7

15,049
88,413

7,524.5 0 80
470

7,4 44.50
.04
.04

7,524 
7,524

3, 762 .00 40 3,7 22 .00  
7,5 24.00  

481 ,916.003.11 585,028 3,112. 04 7,524 3,7 62 .00 3,7 62 .00. 10 18,811 9,40 5. 50 100 9,3 05 .50.04 7,524 3,762. 00 3,7 62 .00.27 50, 790 25,395.0 0 2705.01 942.441 471 ,220.50 5.013.31
.04

58.315
7,52 4

29.157.5 0 310 ..........................
.04 7,52 4 3, 762 .00 3,762.0 0.04 7,52 4 3,762.0 0 40.25 47.028 250.04
.87

7,52 4 
163,658

3,7 62 .00
871

3,762.0 0
.04 7,52 4 3,762 . 00 3,3 80 .07. 60 112,867 601

50
112 ,266 .00.05 9,406

.0 6 , 11,287 5, 643. 50 60 5,583.5 0.05 9, 406 4, 703.00 .50.06 11,287 5,6 43 .50 60.1 7 31,979 15,989. 50 170 15,819. 50. 36 67, 720 360 67,360.006.4 0 1, 203,916 6,404 1,197; 512.00.04 7, 524 3, 762.00 3, 762.00.07 13,168 6, 584.00 70 6, 514.00.23 43, 266 21, 633.00 230.0 5 9, 406 4, 703 .00 50.04 7, 524 40.04 7,524 3, 762.00 40.04 7.524 3, 762.00 40.42 79,007 420.04 7,524 3, 762.00 40 3, 722. 002. 46 462. 756 231 ,378.00 2,462 228, 916 .00. 47 88,4 13 44, 206. 50 470 43, 736 .50. 21 39, 504 19, 752.00 210 19,542 .00. 09 16, 930 90.1 6 30,098 226 29.87 2.0 0. 14 26, 336 140 26,196. 002. 26 423, 252 2,251 421,0 01 .00. 06 11,287 5,64 3. 50 5, 643. 502.1 9 
.04

411,9 65 
7,524

205,982. 50 2.25 7 
40

203, 725. 50
.0 4 7, 524 3, 762.00 40. 05 9,4 06 4, 703. 00 50.04 7,524 3, 762.00 40 3, 722.00. 04 7,524 40.0 6 11, 287 60 11, 227.00.06
.04

11,287
7,524

5,6 43.50 2,4 88 .75
7,5 24 .00.71 133,560 711. 14 26,3 36 13, 168.00 140.04 7,524 3,762.0 0 401.01 189, 993 1,011

420
40

188 ,982.00
78 ,587.00

.42 79,007

.04 7,524 3,762.0 0.04 7,524 3, 762.00.21 39,504 19,752 .00 19, 752.00  
91, 685.00 
37,222. 50

.49 92. 175 490
400.40 75,245 37,622. 50.04 7,524 3, 762.00 40.04 7, 524 3, 762.00 40 1. 11 20.692 110 1

M ay  31, 1962 
bal an ce  due

$5,58 3.5 0
7,484.0 0

103 ,291.00

43,24 5.0 0 
7,484.0 0

29,93 8.0 0 

87 ,94 3.0 0

25 ,125.00
466, 207. 50

28 ,847.50
7,5 24 .00

3,72 2.00  
46, 778.00

162 ,787.00  
381 .93

9,3 56 .00

4,6 53 .00 
5, 583. 50

21 ,40 3.0 0
4,653.0 0 
7,4 84 .00  
3. 722.00 
3, 722.00 

78.58 7.0 0

16,840.00

7,484.0 0 
3, 722.00 
4,6 53 .00

7,4 84.00

3,1 54 .75

132,849.00
13,028.00 
3,7 22.00

3,722.00
3,7 62.00

3,7 22.00 
3, 722.00 

20,582 .00
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Assessments in  respect of the United  N ations  Emergency Force specia l account for  the 
period Jan. I to Dec. 31, 1D61—Co ntinued

M em ber s ta te s P er ce n t
A ss es sm en ts  

for  1961

R ed uc ti ons 
u n d er re so lu ­

ti on  1575 
(X V )

C re dit s 
from  ta x 
eq ualiza ­
tion fu nd 

for 1959

A m oun t
re ce iv ed

M ay  31, 1962 
bal an ce  d ue

P h il ip p in e s .- ----------------------
P o la n d ____________________
P o rt u g a l............ .........................
R u m a n ia _____________ ____
Sau di A ra b ia ______________
Sen eg al ____________________
Som al ia ....................... ......... —-
S ou th  A fr ic a_______________
S p a in ________ _____________
S u d a n _____________________
S w eden ______ _____________
T h a il a n d __________________
Togo .............................................
T u n is ia .................. .....................
T u rk e y ........................................
U kra in ia n  S .S .R ......................
U .S .S .R  ...................... .............

0.43
1.37
.20
.34
.06
.06
.04
.56
.93
.06

1.39
.16
.04
.05
.59

1. <0
13.62

U n it ed  A ra b  R epub li c--------
U n it ed  K in gdom __________
U n it ed  S ta te s---------------------
U p p er V olt a_______________
U ru guay -----------------------------
V en ez uela _________________
Y em en ____________________
Y ugosl av ia ________________

.32
7.78  

32. 51 
.04  
.12  
.50 
.04  
.35

$80,888 
257,714
37,623 
63,95 8 
11,287 
11,287

7,524  
105,343  
174,944  

11,287 
261,476 
30,098

7,524
9,406 

110,986 
338,602 

2,562,085  
60,196  

1,463 , 511 
6,115,519

7,524  
22, 574 
94,056

7,524  
65,839

$40 ,444.00

5,643.50

15,0 49.0 0
3, 762.00
4, 703.00  

55,4 93.0 0

11,2 87.0 0 
47,0 28.00

32 ,919.50

$430
1,371

200
340

60

560
931

60
1,391

160

50
591 

1,801 
13,628

320
9,594

120
500

40
350

$37 ,423.00

7,524.00  
104,783 .00

260 ,085.00
14,889 .00

4,6 53.00 
54,902 .00

1,4 53 ,917.00 
6,1 15 ,51 9.0 0

32,569 . 50

$40 ,014.00
256 ,343.00

63,618.00 
11,227 .00  
5,643. 50

174 ,013.00
11,227 .00

3, 762.00

336 ,801.00  
2,548,4 57 .00  

59,876 .00

7,524.
11,167. 
46, 528. 

7,484. s
s

s
s

S u b to ta l....... ...................
A ss es sm en ts  p ay ab le  for

1900 by  m em ber st a te s 
a d m it te d  a t th e  15th 
se ss ion of  th e  G en er al  
A ss em bl y:

C am ero u n -----------------------
C en tr a l A fr ic an  R epub li c .

100.95 18,9 89,8 98 1,6 85,481 .50 69, 510 12,257,270.32 4,977,636 . jg

Con go  (B ra zzav il le ). . 
Con go  (L eo pol dv il le )
C y p ru s ...........—...........
D ah o m ey -----------------
G ab o n ______________
Iv o ry  C o as t-------------
M adagasca r-------------
M al i -............. ...............
N ig er_______________
N ig e r ia .____ _______
S en eg a l_____________
S o m ali a____________
T o g o . . . ................— -
U p p e r V o lt a________

T o ta l 100.95

444
444
444
444
444
444
444
444
666
666
444
444

2,3 32 
666 
444 
444 
444

444 .00 
444 .00 
444 .00

444 .00 
444 .00 
444.00 
444 .00 
666.00 
666.00 
444.00

444 .66

2,3 32 .00
444-66

19,0 00.000 1,685,481. 50 69.510

666.00
444.00

444.
444. 00

00
12,265 ,59  ). 32 4, 97 9,41 2. 1 8



1962 assessments in  respect of the United  Nat ions Emergency Force special  account 
for the period Ja n.  1 to J  line SO, 1962, as of May  31, 1962

M em ber st at es

A fg han is ta n_________________
A lb an ia .____ ________________
A rg en ti na___________________
A u st ra li a____________________
A u str ia ______________________
B el giu m ..........................................
B o li v ia ______________________
B ra zil ........................... ...................
B u lg ari a_____________________
B u rm a ._____________________
B yel oru ss ia n  S .S .R __________
C am b o d ia ___________________
C am ero on____ ______________
C a n a d a ........................ - ........... ......
C e n tr a l Afr ican  R epub li c____
C ey lo n _______________ _____ -
C h a d . ............ ............. - .................
C h il e ................................................
C h in a _______________________
C olo m bia ____________________
Con go  (B ra zz av il le )__________
C ong o (L So po ld vi lle )________
C osta  R ic a ..................... - ........... -
C u b a ________________________
C y p ru s -------------------- -------------
C zech osl ovak ia ______________
D ahom ey ........ ..................... .........
D e n m a rk ____________________
D om in ic an  R epub li c ............ ..
E c u ad o r_____________________
E l S al vador.............. ................... ..
E th io p ia ______ _________ ____
F edera ti on  of M a la y a ..............
F in la n d _____________________
F ra n ce_______________________
G abon_______________________
G h an a_______________________
Gre ec e_______________________
G u a te m a la __________________
G u in ea______________________
H a it i............. ...................................
H o n d u ra s------------------------------
H u n g a ry ................................... ..
Ic e la n d ______________________
In d ia ________________________
In donesi a____________________
I r a n _________________________
I ra q _________________________
Ir e la n d ______________________
Is ra el ________________________
I ta ly .................................................
Iv o ry  C o ast____ _____________
J a p a n _______________________
Jo rd a n _______________________
Lao s_________________________
L eban on____ ________________
L ib eri a______________________
L ib y a ------------------------------------
L uxem bourg ............ . ...................
M adag as ca r (M al agas y  R e­

publi c)  __________________
M a li .................................................
M ex ic o______________________
M or oc co _____________________
N ep a l__________________ ____
N e th e rl a n d s_________________
N ew  Z eala nd________________
N ic a ra g u a___________________
N ig er ____ ___________________
N ig eri a ............................................
N o rw ay  ____ ______ ________
P a  is ta n ____________________
P a n a m a __________ __________
P a ra g u ay ____________________
P e ru ____ ____________________
P h il ip p in es__________________

P er­
ce n t

Assessm en ts  
for 1962

R ed uctions1 
un d er r es o­
lu ti on  1733 

(X V I)

C re d it s  f ro m  
T ax  E q u a li ­
za ti on  F u n d  

for 1960

0.0 5 $4,875 $3,900 $68
.04 3,90 0 3.120 45

1.01 98,475 78,780 1,253
1.66 161,850 2,020
.45 43,875 485

1.20 117,000 1,467
.04 3,900 3,12 0 45

1.03 100,425 80,34 0 1,151
.20 19,500 15. 600 180
.07 6,825 5, 460 90
.52 50,700 530
.04 3,90 0 3.120 45
.04 3,90 0 3,120 3

3.12 304.200 3,510
.0 4 3,90 0 3. 120 3
.09 8,775 7,02 0 113
.04 3.90 0 3, 120 3
.2 6 25, 350 20, 280 305

4. 57 445. 575 222,7 88 5, 654
.2 6 25,350 20.2 80 350
.04 3.900 3. 120 3
.0 7 6, 825 5,460 3
.04 3,90 0 3,120 45
.2 2 21,450 17,160 282
.04 3,90 0 3,12 0 3

1.17 114,075 982
.04 3,900 3.120 3
.58 56,550 677
.05 4,87 5 3,900 56
.06 5,85 0 4.68 0 68
.04 3,900 3,120 56
.05 4,87 5 3,90 0 68
. 13 12, 675 10,140 192
.37 36,07 5 406

5.94 579,1 50 7,223
.04 3,900 3,12 0 3
.09 8,77 5 7,02 0 79
.23 22,425 17,940 260
.05 4,87 5 3,90 0 56
.04 3,90 0 3,120 45
.04 3,90 0 3,12 0 45
.04 3,900 3,12 0 45
.56 54, 600 474
.04 3,9 00 3,12 0 45

2.0 3 197,925 98,963 2,776
.45 43, 875 35,100 530
.20 19, 500 15,600 237
.09 8, 775 7,020 101
. 14 13,650 10,920 180
. 15 14,625 11,700 158

2.24 218, 400 2,5 39
.04 3,9 00 3,120 4

2.2 7 221 ,325 110,663 2,4 72
.04 3,9 00 3,12 0 45
.04 3,900 3,120 45
.05 4,87 5 3 ,9(X) 56
.04 3,900 3,120 45
.04 3,9 00 3,12 0 45
.05 4,8 75 3,90 0 68

.04 3,9 00 3,12 0 4

.04 3,9 00 3,12 0 3

.74 72,1 50 57,720 801

.14 13, 650 10,920 158

.04 3, 900 3,120 45
1.01 98, 475 1,140
.41 39; 975 474
.04 3^900 3,120 45
.04 3,9 00 3, l ‘20 3
.21 20,475 16,380 13
.45 43, 875 553
.42 40,9 50 32,760 451
.04 3,900 3,120 45
.04 3,9 00 3,120 45
.10 9,750 7,800 124
.4 0 39,000 31,200 485

A m ount
re ce iv ed

$159,830

1,275

777
300,690

777

777

55,873

"i,"io2

35,669 
571,927

735
96,186

735

’907'

97,335 
39,501

43,322

M ay  31, 1962, 
bal an ce  due

$907 
735 

18.442

43,390
115,533 

735 
18,934 
3,720

50,170  
735

1,642
777

4, 765 
217,133

4,720 
777

1,362
735

4,0 08

113,093
777

919

724
907

2,343

777
1,676
4,225

919
735
735
735 

54,126

8,245 
3,6 63  
1,654 
2,5 50 
2, 767 

215, 861 
776 

108,190 
735 
735 
919

735

776
777 

13,629
2,572

735

735
777

4,082

7,733
735
795

1,826
7,3 15
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1962 assessments in respect of the United Nations  Emergency Force special account fo r the period Jan . 1 to Jan e 30, 1962, as of May 31,1962—Continued

M em ber  st at es

P o la n d _______________
P ort ugal---------------------
R u m an ia _____________
Sau di  A ra b ia --------------
Se ne ga l_______________
So mal ia______________
Sou th  Afr ica__________
S pai n________________
S udan___________ ____
Sw ed en _________ _____
T h a il a n d ____ ________
Tog o..................................
T un is ia ______________
T u rk ey _______________
U kr ai nia n S .S .R ______
U .S .S .R ...........................
U nited  A ra b  R ep ub lic.
U ni te d K in gdom ...........
U nited  S ta te s____ ____
U pper  V o lt a ...................
U ru guay _____________
V en ez ue la ____________
Y em en  ...........................
Y ug osl av ia ......................

Tota l................ .

P er­
ce nt

As ses sm ents 
for  1962

R ed uc tio ns  • 
un d er r eso­
lu ti on  1733 

(X V I)

C re dit s from  
Tax  E qua li ­
za tio n F und  

fo r 1960

A m oun t
re ce iv ed

M ay  31, 1962, 
bal an ce  du e

1.28 $124, StX) $62, 400 $1,546 $60,854.16 15,600 12,480 226 $2,894
.3 2 31,200 384 30,8 16.07 6,82 5 5, 460 68 1,297.05 4,87 5 3,90 0 4 971.04 3,90 0 3,120 3 777.53 51,675 632 51,0 43.86 83,8.50 67,080 1,050 15" 720.07 6,825 5,46 0 68 72971.30 126, 750 1, 569 125,181.16 15, <100 12,480 180 2,9 40.04 3,90 0 3,12 0 3 ' 777.05 4,87 5 3,90 0 56 919.40 39,000 31/200 666 7,1341.98 193,050 2,031 191,01914.97 1,459, 575 15’ 371 1,444, '204.30 29,25 0 23,400 361 5,4897; 58 739,050 10,333 728, 717

32.02 3, 121, 950 3,121,950.04 3,900 3,120 3 777
. 11 10, 725 8, 580 135 2,010.62 50,700 40, 560 564 9, 576.04 3,9 00 3,120 45 735
.38 37 05 0 29^640 395 7,0 15

100.00 9,750,000 1,389,474 77,822 2,2 72 ,26 3 6,010, 441

1 R educ ti ons in  as se ss m en ts  m ade po ss ib le  b y  v o lu n ta ry  co n tr ib u ti ons,  p ri nc ip a ll y  fro m th e  U n it ed  S ta te s.

Mr. Ford. Thank you very much, Mr. Chairman. 
Mr. Passman. Thank you.
Mr. Natcher?

CO NT INUA TIO N OF VOLU NTAR Y CON TRIBUT IONS TO MULTILATER AL 
ORGANIZATIONS

Mr. Natcher. Mr. Cleveland, do you still believe we should con­tinue our voluntary contribution program insofar as the multilatera l organizat ions are concerned ?
Mr. Clevei .and. Insofar as some of them are concerned.Mr. Natcher. For  instance, name one or two where we should have some changes.

PROPOSED CHA NGE S FOR WH O AND IAEA

Mr. Cleveland. In cases like the World Health Organization and the International Atomic Energy Agency 1 am trying to work toward a situation where these new activities like medical research and the operational program, technical assistance activities of the IAE A— these fellowships, and so on—are included in the regular  budget so we know that all states are sharing the costs on a fair  and predeter­mined basis.
These voluntary contributions have been used really as seed money to start  an activity that  we wanted to see s tart, that other countries were somewhat reluctant  to pay for. They get used to them and we shove them into the regu lar budget and a fter 2 or 3 years the program is regularized.

*
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Th is happened on the  W HO mala ria  prog ram  where yon will re ­
member the  fi rst year we p ut  up so methin g over  90 i>ercent of the  costs 
of  the  program , bu t we are  at a po int now where we are no t ask ing  
fo r any more fo r m alar ia  t hi s yea r on a vo lunta ry  con tribu tion basis , 
an d by next  year we wou ld hope that  the  pro gra m will become pa rt  
of  the regu lar b udget of  t he  Worl d He alt h ( )rgani zat ion . It  h as been 
a successful opera tion in that  sense.

Mr. N atcher. Are yo u ma kin g su ggestions and p lan s whereby the re 
might be cha nge s inso fa r as some of  these  pro gra ms  are  concerned?

Mr.  Cleveland. Yes,  sir.
Mr. Natcher. W ith in  the  D epart me nt?
Mr. Cleveland. Yes, we hav e act ua lly  sta rte d quite  a process on 

th is  whole  field, as I ind ica ted  in my opening sta tem ent, of  taki ng  a 
new and fre sh  a nd  r at he r cr itica l v iew of  th e f inancial pro ced ures a nd 
also the  pers onnel pro ced ures of all th ese organizatio ns.

In  the In te rn at iona l Ato mic  En ergy  Agency, fo r exam ple,  ou r ex­
pecta tion is th at  we will be able to get  the o perat ion al prog ram  f unded 
as a par t of the regu la r bud get  in the next  y ea r or  two,  and  we will 
make arr angeme nts  whe reby we will ge t a lit tle  more ahead of  the  
gam e in o ur  pa rti cipa tio n at an early  stage  in t he ir  bud ge tary processes 
so th at  we come out with more influence .

We are a lit tle  in the  same pos ition wi th relation  to int ern ati onal 
org aniza tio ns  as th is  comm ittee  is wi th rel ation  to  the  executive  branch . 
The th in g has  become very  co mplica ted.  I t  is difficult to review  every  
de tai l. We are  part  of the  leg isl atu re of each of  thes e org anizat ions. 
We  are members of  the ir  a pp ro pr ia tio ns  co mmittee s, if  you will. We 
are  go ing  to tackl e it very much from th at  po in t o f view a nd  ve ry much 
with tha t a tti tu de  in th ese next  couple of  years .

As I  say, I am a ma nager by profession , and  th is manag ement  bus i­
ness i s going to get a lot o f at ten tio n.

advantages of internation al organizations programs

Mr. Natcher. Mr. Cle vela nd,  are  you as well sold  on th is  p rogram  
as you w ere when you  fir st ap peare d be fore us ?

Mr. Cleveland. Yes, sir,  T th ink th at the  ad va nta ge  to the  U ni ted  
State s in ce rta in  situa tio ns  o f using  o ur  p ower indir ec tly  ra th er  t han 
dir ec tly  is repeated ly demo nstra ted  in the  experience  of  these organ­
izat ions . I hav e no com punctio n about sayin g th at  from my point  
of view these org aniza tio ns  are  ins tru me nts  of  Am eric an fore ign  
policy. W ha t makes it a lit tle  com plic ated is the y are  ins trume nts  
of everybody  else’s for eig n pol icy , too. I t  req uir es a lot  of poli tics,  
but  we are  not so bad at politics,  we Am erican s; so I  th ink we can 
hold  our own  in th is in ter na tio na l negotia tions  involved.

Mr.  Natcher . Th at is all , Mr. Ch airma n.
Mr. P assman. Mr. Andrews?
Mr.  Andrews. I  notice on page  25 the tot al am ount given to  these 

intern al ional org aniza tio ns  th roug h the  Un ite d Nations,  seven of 
them, the  tot al amoun t of ou r co ntr ibuti on  is $116,570,000. Is  that  
cor rec t ?

Mr.  Cleveland. Th at  is the p rop osa l u nd er  this bill.

87948 — 62— pt . 3------70
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POSSIBLE SOLI ROES OF U .N . ASSISTA NCE TO CUBA

Mr. Andrews. Does the Castro government of Cuba get any funds from any of these seven listed funds?
Mr. Cleveland. Not in the case of any of these, with the exception of a single pro ject under the Special Fund , which has been approved but not yet started; and about $83,000 worth of public health proj ­ects under U.N. technical assistance.
Mr. Andrews. Is that the fund listed as No. 1 ?Mr. Cleveland. That is one of the two funds in No. 1.Mr. Andrews. UNTA, what does tha t mean? That is, UNTA and Special Fund.
Mr. Cleveland. U.N. technical assistance program is for small technical assistance programs. The Special Fund,  so-called, is the program which Paul Iloffman runs for somewhat larger preinvest­ment surveys and training schools, and that  sort of thing.Mr. Andrews. Are these two separate  funds listed as one, the UNTA and the Special Fund?
Mr. Cleveland. Yes, we make the funds available to the two U.N. programs jointly.
Mr. Andrews. You have them listed here as one, however.Mr. Cleveland. They are listed in a single category here, yes.Mr. Andrews. All right . Our  contribution to tha t fund is the largest, $50 million.
Mr. Cleveland. Yes, sir.
Mr. Andrews. Is tha t the one or are they the two funds from which the Cuban Government might receive assistance?Mr. Cleveland. There is this one project which has been the source of a good deal of discussion and which we have hear tily opposed but, at I said before, you cannot be in an interna tional organization and take the position th at none of the Communist countries are going to get anyth ing out of it or then it is not an in ternational  organization.

TOTAL CONTRIB UTION S TO UN TA  AND  THE SPECIAL  FU ND

Mr. Andrews. Wh at is the total amount of the Special Fund ? Our contribu tion to the Special Fund and UNTA fund  amounts to $50 million.
Mr. Cleveland. The to tal amount tha t we propose here is $50 mil­lion.
Mr. Andrews. Tha t is our contribution ?
Air. Cleveland. Yes.
Mr. Andrews. I  am speaking of the  tota l amount o f the  fund tha t will be handled by the United Nations.
Mr. Cleveland. It  would be $125 million for the same period.Mr. Andrews. In addition to the $50 million, or is the $50 million a part  of the $125 million ?
Mr. Cleveland. The $50 million is our par t of the $125 million. We manage our contribution  so that  i t does not exceed 40 percent.Air. Andrews. So the total fund handled by the United Nations would be $125 million ?
Air. Cleveland. Yes, sir.

• Air. Andrews. For 1963?
Mr. Cleveland. Yes.
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Mr. Andrews. Does tha t include both the UNTA and the Special 
Fund?

Mr. Cleveland. That includes both.

BR EA KD OW N BET W EE N SP EC IA L FU N D  A ND  U N TA

Mr. A ndrews. Can you give me a breakdown as to how much will 
be in the Special Fund and how much in the UNTA Fund out of the  
$125 million ?

Mrs. Trenary. I t will probably lie about $65 million for the Special 
Fund and around $60 million for technical assistance.

Mr. Cleveland. The precise amount for each depends on the con­
tribut ions by other countries to the two Funds.

Mr. A ndrews. Is this a firm figure for us, $50 million for the two 
Funds, regardless  of what other nations contribute?

Mrs. Trenary. We expect total contributions to be about $125 mil­
lion, so on the basis of 40 percent matching, it would be $50 mil lion 
for us. Our pledge is up to $60 million maximum.

Mr. Andrews. Could you give us the figures for 1962, the to tal, and 
break down the UNTA and the Special Fund?

TOTAL PLEDGES AS OF MA Y 1962

Mrs. Trenary. Total  pledges as o f May 1962, for  the Special Fund  
are $62.2 million, and for UNTA are $48.3 million. That comes to 
about $110.5 million tha t has actually been pledged through thi s May.

Mr. Passman. Will the gentleman yield ?
Air. Andrews. Yes.
Mr. P assman. You are speaking of pledges now, not the amount 

tha t has been paid in ; is that  right  ?
Airs. Trenary. These are pledges.
Air. Passman. I t may be 2 years before some are paid in ?
Airs. Trenary. Yes, it could be.
Air. Passman. Uncle Sam has already put  up the money.
Air. Andrews. It  is cash with us.
Air. P assman. Cash with us. So far  as this  committee is concerned 

and so far as the Congress is concerned, you have already allocated 
the appropriation, have you not? I t is out o f control of this commit­
tee and the Congress ?

Air. Cleveland. We have obligated the funds under authority -----
Air. Andrews. $110 million for 1962.
Air. Cleveland. $45 million under the authority Congress gave us 

last year.
Air. P assman. We are not a rguing  tha t you did not have the autho r­

ity. We want the record to show’ tha t where others have made pledges, 
you do not know’ whether it is going to be for thcoming or  not in its 
entire ty because you have a 2-year spread; but, so fa r as we are con­
cerned, the Congress has appropria ted the money, the money has been 
transfer red or allocated ?

Air. Cleveland. Alost of it has not been transfer red to the U.N. 
Th at is the point.

Air. Passman. It  is obligated.
Air. Cleveland. But, not paid to the U.N. It  has been obligated 

on the books of the Treasury, but we do not transfer the  cash until-----
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Mr. Passman. You never tran sfer the cash, it is a paper trans ­action. How is it obligated on the  books of the U.S. Treasury?Air. Cleveland. By an action by-----Mr. Passman. And to whom ?Mr. Cleveland. It  is recorded as a transfer from A ID to the State Depar tment  for  a contribution to the U.N. and we use that  obligation to make good our pledge.
Mr. P assman. It  is deleted from any funds you may have on hand obi igated for  future years ?
Mr. Cleveland. Those are the obligations that we have for expendi­ture against prior year pledges.
Mr. P assman. But, so fa r as th is committee is concerned and so far as the Congress is concerned, the money has been approp riated , it has been allocated, it is out from under  our reach ; is that correct ?Air. Cleveland. Tha t is correct, but it is not from under  the reach of the U.S. Government until we see the ir cash deposited. Until then we do not put our matching cash in.Air. Passman. Why did you not withhold this $5 million out of the contingency fund until you could determine what percentage was coming in ?
Mr. Cleveland. We know pre tty well what is coming in based on previous experience. AVe wanted to be able to meet payments against those pledges.
Mr. P assman. We hope to take care of th at matt er in the language of the bill th is year. As fa r as th is committee is concerned, you have already testified it is out from under reach of the Congress; it is something now that is past, history, and you are in for a new request— not a pledge, not the right to pledge—but you are in for money, the same as we appropriated  last year, the same th ing you trans ferred out of the President’s contingency fund. AA7e have to appropriate  for fiscal 1963 another new batch of cash; is that right?Air. Cleveland. Yes, but presumably the committee wants to be ahead of the  game on this business, not simply for us to come up here aft er we have made a semicommitment already, but  to come up ahead of time, make our commitments based on what the Appropriations Committee has sanctioned.

Mr. P assman. This is what the committee has tried  to do, keep ahead, but it seems you people have moved ahead of us, and we are going to try to get the Congress back ahead of you. I did not want to interrupt, but these other  people make pledges tha t may or may not be forthcoming, while we have passed both stages as it would apply to this committee and the Congress. You have had  the authorization and you have had the appropriation, and you have made the allocation?
Air. Cleveland. Yes.
Air. Passman. Am I correct in tha t sequence of statements?Air. Cleveland. Yes, sir. You have to depend on us fo r the pru ­dent management of the expenditure  stage of the transaction.Air. P assman. I think  th is is the most mismanaged thing, the most shuffling tha t ever took place in any part of the aid program tha t I have had anything  to do with—and let me tell you some of the others are hardly believable.
Thank you, Mr. Andrews.
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TOTAL PLEDGES TO UNTA AN D SPE CIA L FUND

Mr. Andrews. I want to find out this if I can. We appropriated  
$110 million fo r fiscal 19G2 fo r these two Special Funds to the United 
Nations; is tha t correct? $60 million for UNTA and $65 million-----

Mrs. Trenary. No, sir.
Mr. Andrews. It  is $48 million in 1962 for UNTA, $62.2 million-----
Mrs. Trenary. No, si r, those are  pledges that include our amount 

as well as other governments. The $48 million is the total amount
governments, including the United States, pledged towhich all 

UNTA.
Mr. Tennant. Our obligation, I believe, was $45 million, against 

$110 million total.
Mr. Cleveland. The U.S. share o f those two figures, Mr. Andrews, 

was $19.3 million as our share of the $48.3 million, for UNTA based 
on June 30 pledges, and $24.9 million as our share of the $62.2 million 
for the Special Fun d based on May 31 pledges. In  both cases tha t 
is 40 percent of the total.

Mr. Andrews. Give me the figures for 1962 for the Special Fund.
Mr. Cleveland. Fo r 1962 the Special Fund tota l is $62.2 million.
Mr. Andrews. Our share ?
Mr. Cleveland. No, the total from all governments. Twenty-four 

million nine hundred thousand dolla rs is our share. In the case of the 
expanded technical assistance program the total from all governments, 
including ours, is $48.3 million and the U.S. share  is $19.3 million.

Mr. Andrews. Our total share for 1962 for the two funds was $44.2 
million ?

Mr. Cleveland. Yes, sir, as of the date indicated.
Mr. Andrews. ITow much of tha t has been spent or turned over to 

the  United Nations?
Mrs. Trenary. Both of them together, only $10.5 million. Six 

million dollars  for the Special Fund and $4.5 million for the technical 
assistance.

Mr. Andrews. Then we have unexpended $34 million out of the 
1962 funds?

Mrs. Trenary. Yes, sir.
Mr. Andrews. Tha t is the amount appropriated  fo r these two funds 

for 1962 ?
Mrs. Trenary. No, sir. The figures we were giving you are the 

pledges so far in this calendar year, and the U.S. share of these 
pledges.

Mr. Andrews. Our share was $24.9 million for one ?
Mrs. Trenary. Yes.
Mr. Andrews. $19.3 million for the  other.
Mrs. Trenary. That  comes to a little over $44 million.
Mr. Andrews. $44.2 million ?
Mrs. Trenary. There will be a few more pledges, and by the end 

of the calendar year we would expect the total to  be about $45 million. 
That is why in addition to the $40 million th at was appropriated as a 
part  of this appropriation last year, we transferred $5 million from 
contingency to cover our pledge of 40 percent and obligated it but 
did not transfer it all to the United Nations.

Mr. Andrews. Do you handle this fund on a fiscal or a calendar 
year basis?
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Mr. P assman. Tha t is the best thing tha t has been cleared up today. 
You obligated $45 million but actually so far as the amount of  receipts, 
it should have been $42 million; is tha t correct ? Tha t is, $42 million- 
plus.

Mrs. Trenary. No, s ir; the total pledged by others so far  would 
justi fy obligat ing $44.2 million on our pledge.

Mr. Andrews. But you have only obligated as of a very recent date 
$10.2 million.

Mrs. Trenary. No, sir. We have expended $10.2 million.
Mr. Andrews. You mean by tha t you gave it to the United Nations?
Mr. Cleveland. Signed checks for that amount.
Mr. Tennant. Actually disbursed it.
Mr. A ndrews. Right. You still have unexpended in this fund $34 

million?
Mr. Cleveland. Obligated but unexpended, $34 million.
Mr. Andrews. Obligated on the assumption tha t other countries 

put their  share into the fund ?
Mr. Cleveland. Tha t is right,  and if  they do not, we do not disburse 

the money.
Mr. A ndrews. I asked if you operate th is fund on a calendar or on 

a fiscal year basis.
Mr. Cleveland. For  the U.N. on a calendar year basis.
Mr. Andrews. You have from now until  the 1st of Janu ary  to learn 

whether or not you should expend or give to the United Nations the 
additional $34 million balance you have in this fund  out of the 1962 
appropriation ?

Mr. Cleveland. I t will run  beyond tha t because some of the ex­
penditures do not happen until  next year, on this year’s pledges.

Mr. Andrews. You are asking for calendar 1963 $50 million for 
these two funds.

Air. Cleveland. On an estimate that in th is fiscal year, in this  calen­
dar  year of 1963, the  to tal pledges f rom other countries will amount 
to about $75 million and that our 40 percent would, therefore, be $50 
million. The fund is going up par tly as a result of this incentive 
arrangement tha t the Congress very wisely built into the program as 
a 40-percent limitation  matching provision.

Mr. Andrew’s. But  you still have unexpended from the 1962 ap­
propr iation  $34 million.

Mr. Cleveland. Yes, si r; $34.5 million actually.

SOURCE OF FUND S FOB CUBAN PRO JEC TS

Mr. Andrews. Is this  the fund you say Castro might get some 
money from, either of these ?

Mr. Cleveland. If  he got anything , he would get stuff tha t came 
out of Russian and other contributions.

Mr. Andrews. It  all goes into a common pot fo r the United Nations, 
does it not ?

Mr. Cleveland. Yes, but as the chairman indicated earlier, the pot 
has a lot of restrictions on it by individual countries. In  all prob­
ability, the Cuban project would be funded out of rubles and othe r 
local currencies from elsewhere.

Mr. Andrew’s. But  out of these two funds, UNTA and Special 
F und ?
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Mr. Cl eveland. Special Fund. Yes, sir.
Air. A ndrews. Can you tel l me how much the Cuban Government 

got in calendar year 1961 ?
Mr. Cleveland. $140,000, mostly for health  projects, in 1961.
Mr. Andrews. Did they get any in 1960?
Mr. Passman. Let us see if they did.
Mr. Andrews. Eit her  of these funds.
Mr. Cleveland. There are two or three items also on other pro­

grams tha t do not relate to the  Special Fund.
Mr. Andrews. Do you have any money in 1962 out of these funds, 

UXTA and the Special Fund ?
Mr. Cleveland. Out of UNTA, $83,000. In addition, from the 

World Health Organ ization, and this is fo r malaria  mostly, $93,120; 
Pan-American Health  Organization, which is the regional element-----

Mr. Andrews. Where is it listed ?
Mr. Cleveland. It  is not par t of this appropriation, and neithe r 

is the world health program fo r this particular purpose.
Mr. Andrews. Wh at is this WHO special program ?
Mr. Cleveland. Tha t is a medical research program. Out of  that, 

there is noth ing for Cuba at  all.
Mr. Andrews. Where d id he get the $93,120?
Mr. Cleveland. That is out of the  regular  worldwide program for 

malaria.
Mr. A ndrews. Where is it listed in the green hook?
Air. Cleveland. It  is not listed because we are not asking for any 

funds for that  nnder the A ID appropr iation .
Mr. Hills. Tha t amount tha t von just noted sounds very much 

like the volun tary contribution of Pussian vehicles which was chan­
neled throu gh WHO directly  to Cuba. Again, that  has the natu re 
of a voluntary contribution.

Mr. Andrews. We have no control over what Russia voluntarily 
gives Cuba.

My question is, from what funds, if anv, of the U.N., to which we 
make contributions, has Castro been receiving aid ?

Mr. P assman. Off the record.
Mr. Cleveland. Only the $83,000 is relevant to this appropria tion.
Mr. A ndrews. ThM comes from this fund designated UNTA  ?
Air. Cleveland. Yes.
Mr. Andrews. To which in 1962 we contributed $19.3 million?
Air. Cleveland. Yes, sir.

1 9 0  2 EST IM ATED  C E IL IN G  EOR TTNTA AN D SP EC IA L FTTND

Air. P assman. I s it  not $45 million? You do not know if  there are 
not o ther allocations.

Air. Cleveland. We know for calendar yea r 1962 we have now set 
an estimate of $45 million on how much we will pu t up.

Air. P assman. I t could be less than  that, depending on how much the 
others pu t up ?

Air. Cleveland. The expenditures might  be less than  tha t if they 
do not pu t up their  share.

Air. Andrews. As of recent date, we had only expended from our 
obligation for  1962.$10.2million?

Air. Cleveland. We have expended only $10.2 million.
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Mr. Passman. You have obligated $45 million ?
Mr. Cleveland. We have obligated $45 million. But no money 

has changed hands yet and will not until  their  money has been put 
up, and they certify  tha t to us from the U.N.

Mr. Passman. We have put ours up,  so far  as the Congress is con­
cerned. You asked for an appropriat ion and you received it.

Mr. Cleveland. Yes.
Mr. P assman.You obligated it?
Mr. Cleveland. We manage it prudently to stay within the stric­

tures of this  committee and the  Congress.
Mr. P assman. The Congress appropriated  the money, and you put 

it all together and then you obligated $45 million out of fiscal year 
1962 funds?

Mr. Cleveland. Yes, sir.
Mr. P assman. We are considering funds on the basis th at this ac­

count is zero, th at you have no thing unobliga ted; is tha t correct?
Mr. Cleveland. Nothing unobligated.
Mr. P assman. I t could be that  you have obligated in excess of what 

the demand will be by, say, $800,000?
Mr. Cleveland. We do not think so. We think i t will be the other 

way.
Mr. Passman. But, it could be the other way. It  could be that  

you will obligate $800,000 more than  you have need fo r if the pledges 
are not pa id in ?

Mr. Cleveland. We think i t wil l probably come out the other way.
Mr. P assman. I should like to see this program contained before it 

finally breaks America. The only thing  I  am trying to do is to help 
make a record to show how it looks and how unmanageable i t is under 
the flexibility tha t you have.

We thank you very much for the information you have given to us. 
I am sorry, however, you did not manage it  better this year, as we 
did cut it loose so we would not have line-item appropr iations.  I 
rather think , though, tha t the committee will recommend going back 
to a line-item system of appropr iations.

We shall now go into consideration of the Cuban refugee program, 
and aft er our present witnesses have packed and departed, we shall 
call the new group in.

Than k you very much, Mr. Cleveland.
Mr. Cleveland. Thank you very much.
Mr. P assman. A lot of  good luck to each and every one of you.
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W ednesday, A ugu st 15, 1962.

ASSISTANCE TO CUBAN REFUGEES IN THE UNITED 
STATES

WITNESSES
ROBERT M. BALL, COMMISSIONER OF SOCIAL SECURITY  
JOSEPH H. MEYERS, DEPUTY COMMISSIONER, SOCIAL SECURITY 

ADMINISTRATION
ROY L. WYNKOOP, ADM INISTRATIVE  OFFICER, SOCIAL SECURITY 

ADMINISTRATION
ANTONIO A. MICOCCI, STAFF ADVISER, CUBAN REFUGEE PROGRAM, 

SOCIAL SECURITY ADMINISTRATION
JAMES F. KELLY, BUDGET OFFICER, DEPARTMENT OF HEALTH, 

EDUCATION, AND WELFARE

Object classification
[In  th ou sand s o f dol lars]

11
12
21
22
23
24
25

26 
31 
33
41

1963 p res en tly  
av ail ab le

1963 re vis ed 
es tim ate

Inc rea se

Perso nnel comp en sa tio n ____________________________ 595 595
Perso nnel ben efi ts ________________________________ 18 18
Tr av el  a nd  t ra ns po rtat io n of persons________________ __ 15 15
Tr an sp or ta tio n of thing s _ _  __ ____ 2 2
P en t,  co mm unica tio ns , an d ut il it ie s ________________ 175 175
Pr in ting  and  r ep ro du ct io n____________________________ 45 45
Othe r serv ices  ___________________________________ 115 115

Serv ices  of o ther  agencies _________________________ 8,990
20

8,930
Sup pli es an d m ater ia ls________________ - ______________ 20
Equ ip m en t ___________________________________ -___ 15 15
In ve stm en ts  a nd  loa ns ________________________________ 1,348 1,348 

58,772G ra nt s,  subsid ies , an d co nt ributions___________________ 58,772

To ta l ob ligations___________________________________ 70,110 70.110

Personnel summary

1961 
ac tu al  >

1962
es tim ate 8

1963
es tim ate

To ta l nu m be r of  pos itio ns  ...... .......... ....... ............  - ................. 45 98 132
Avera ge num be r of all  em plo yees ................... - ................ 13 61 119
N um ber  of em plo yees a t e nd  of  ye ar ______________________ 39 82 132
Avera ge OS gra de ___________ ___ ______ _________  _______ 5 5 5
Avera ge GS sa la ry .............................................. . ............................... $4,972 $4,982 $4,999

• M utu al  Se curity  A ct  of 1954, a s am ended. 
^Foreign Assis tance Ac t o f 1961, as  ame nd ed .
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Program and financing  
[In thousand s of dollars]

1963 present ly 
available

1963 revised 
estima te

Increase

Program by  activities:
1. Reception, regis tration, and  classification of refugees..2. Welfare assistance and services___________________

1,000
51,030
8,000
9,090

990

1,000
51,030
8,000 
9,090

990

3. Rese ttlement and employm ent o ppo rtuniti es_______4. E duca tion ... ______ ________ ___________________6. Health se rvices ..________________________ ______
Tota l program costs (obligations)—New obligational au thor ity .................. . ................ ............... 70,110 70,110

Air. Passman. The committee will come to order.
The next item for consideration will be the budget request for as­sistance to the refugees in the United States and Cuba.
You are here to justi fy the estimate for the Cuban refugees in the amount of $70,110,000 for fiscal year 1963; is tha t correct ?Mr. Ball. Yes.
Mr. Passman. We have present the  Honorable Robert M. Ball, Commissioner of Social Securi ty; Mr. Joseph H. Meyers, Deputy Commissioner, Social Security Administ ratio n; Mr. Roy L. Wynkoop, adminis trative officer; Mr. Antonio A. Miccoci, staff adviser, Cuban refugee program, and Mr. James F.  Kelly, budget officer, Department of Health, Educat ion, and Welfare.
Commissioner Ball, we shall be pleased to hear from you.

Statement by Commissioner of Social Security

Mr. Ball. After Castro’s rise to power and his open acceptance of communism, thousands of Cubans who tried to express the ir demo­cratic feelings were imprisoned. Thousands of others, in protest against the betrayal of their  revolution and to avoid actual oppres­sion, took refuge abroad—in the United States and other countries in North  and South America and in Europe. Within a mat ter of months, approximately 40,000 Cuban refugees had sought and been given asylum in the United States, and they were then arriv ing at the ra te of about 1,000 a week.
The principal  nort of entry for these refugees was, and continues to be, Miami, and the ever-increasing Cuban population in tha t city soon exceeded the community’s ability to cope with it. Because of this and because the problem was a national one, President  Eisen­hower, in December 1960, and President Kennedy, soon afte r taking  office in Jan uary 1961, made Federal funds available to cope with the problem. On Janua ry 27, 1961, the  Department of Health, Edu ­cation. and Welfare  was directed by the President  to develop and administer a program of assistance designed to deal with the Cuban refugee problem. A tota l allocation of $5 million from mutual secu­rity  funds was made to cover costs of operation during the fiscal year 1961.

The  program as it emerged specifically provides—
(1) Financial assistance to supply essential basic needs of therefugees for food, clothing, and shelter.
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(2) Fi na nc ia l ass istance  in rel ocati ng  refugees to home  and 
jobs e lsewhere  in  th e c ou ntr y and overseas.

(3) Hea lth  services  an d lo ng-te rm hos pit ali za tio n.
(4) Assis tance to the pub lic schoo ls o f Dade County in pr ov id­

ing instr uc tio n to  t he  refu gee chil dren  as well as E ng lis h in st ru c­
tio n a nd  voc atio nal  tr ai ni ng  to adults .

(5) Loans  to  re fugee stu dents  in college and funds f or  En gl ish  
an d re freshe r cours es fo r lawy ers,  doc tors, and othe r p rofess ion al 
persons.

(6) Care of minors u nac com pan ied  by rela tives.
Adm inist ra tio n of th e prog ram  ha s been delegated to th e Com ­

missioner of  the Social Se cu rity Ad minist ra tio n.  In  op erat ing the  
prog ram, the Comm issio ner  makes full use of  agenc ies and  resources, 
pu bl ic and  pr ivat e,  al read y in exi stence ; as fo r example, the  Office of  
Ed uc at ion,  the Pu bl ic Hea lth  Sendee, the  Bu rea u of  Em plo ym en t 
Se cu rit y of the Dep ar tm en t of Labor, and the Ch ild ren’s Bureau an d 
th e Bu rea u of  Fa m ily  Se rvices  with in the Social Se cu rity Adm in is tra ­
tio n. St ate and  local we lfa re  agencies (p ar tic ul ar lv  the Flo rida  
Dep ar tm en t o f Pu bl ic  W elfare , th e D ade County Bo ard of E du ca tio n,  
an d the Dade Co un ty Hea lth De pa rtm en t) and the fac ili tie s of  a 
nu mb er of  pr iv at e we lfa re agencies are  also b ein g uti lized.

In  o rder  to re liev e p res sure upo n the  he alt h,  educat ion , hous ing , and  
ot he r fac ili tie s of  Miam i, an d to  reduc e the need  fo r conti nu ing  f inan­
cial  a id,  we have  placed e mp has is ” non the re se ttlem ent o f th e refugee s 
to  othe r sections o f th e countr y. Th is emphasi s will be inte nsif ied th is 
fiscal yea r. Tn ca rryi ng  out  t he  p rogram , ins of ar  as it  is possib le, ade ­
quate  spo nso rsh ip and  e mploy ment p lan s will be provid ed  the  refuge es 
in th ei r new loca tions pr io r to  resett lem ent . Th is  ma y mean a some­
wha t heav ier  tem po rary  fina ncia l ass istance  load  in ^ r ’ami than  if  
suc h services were  not pro vid ed . However , it  wil l, we are  convinced, 
res ul t i n savings  over a p eri od  of  time .

SI ZE  OF  T H E  R EF UGEE  PROG RA M

About 1.600 to 1.800 Cub an refugees  are  now  ar rivi ng  at  Miami 
weekly,  and  it is est imated th at  there are  now about 94.000 refu gee s 
in  the Miami area. Ov er 30,000 have been res ett led  un de r Gover n­
ment auspices to  oth er loca tions th roug ho ut  th e country .

BU DG ET  RE QU ES T AN D EX PL A N A T IO N  OF  REQUIR EM ENTS

For fiscal vea r 1962, $38,557,000 was obliga ted  f or  the  Cuban  refugee  
prog ram from the con ting ency fu nd  of the Fo re ign  Ass ista nce  Act of 
1961. as a men ded . On .Tune 28,1962 , Pu bl ic La w 87—510 was enac ted 
which now  pro vid es the  basic au th or ity fo r ass istance  to  Cub an and  
othe r refugees. Section 7 of  Pu bl ic  La w 87—510 pro vid es th at  the  
prog ram mav con tinu e to  be fina nced from  the  con tingen cy fund  of 
the Fo re ign  Ass istance Act of  1961, as  amended , un til  such tim e as a 
budget requ est is acted upo n bv the Congress.  Th e budget estimate 
con tain ed herein  fo r fiscal ve ar  1963 is $70,110,000. The ap pr op ri a­
tio n lan gu age reques ts au th or ity  to  reimb urse the con tingen cy fund  
fo r expend itu res  m ade from th at  fund  du rin g fiscal ye ar  1963.

Th e inc rease in the  amo unt  req ues ted  in 1963 over t he  am ount allo­
ca ted  in fiscal year  1962 is pr im ar ily due  to  the increase  in t he  nu mb er
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of refugees t hat  need to be assisted. The nature  of the program re­mains substantia lly the same, a lthough increasing emphasis is being put upon relocation. The budget request is presented under five activity headings : (1) “Reception, Registration,  and Classification of Refugees’’; (2) “Welfare Assistance and Services” ; (3) “Resettle­ment and Employment Opportunities” ; (4) “Education” ; and (5) “Health Services.” A description of the program and the basis for our estimate follows:

RECEPTION, REGISTR ATION,  AND CLASS IFIC ATION OF REFUGEES
A Cuban Refugee Center has been established in Miami, F la. This Center serves as a focal point for Cuban refugee registration and resettlement activities and coordinates the local aspects of the Federal Government’s general program of  aid to Cuban refugees. Cuban ref­ugees register at the Center where they are interviewed and classified as to job skills, number of employables in the family, friends  or rela­tives in the United States and desired voluntary agency assistance, particular ly with respect to resettlement. As of June  30, 1962, a total of 125,000 refugees had registered at the Center. For fiscal year 1963, it is estimated tha t regist rations will continue at the current rate of 7,400 a month and tha t 213,800 refugees will be registered by June  30,
During 1963, the Center will direct increased emphasis to job place­ment, educational counseling activities, and negotiations with public and private agencies regarding job placement opportunities for those refugees newly entering  the country as well as those previously reg­istered. At the present time, the Center is staffed with 98 Federa l employees. For  fiscal year 1963, it is estimated tha t 132 Federal  employees will be required. This staff will be used pr imari ly for job counseling and refer ral purposes and for additional interviewers, file clerks, and clerical personnel required as a result o f a higher number of refugees registered at the Center. As previously stated, primary emphasis will be devoted to resettlement of refugees outside of the Miami area, including employment for them at the ir new locations. During fiscal year 1962, $732,000 was expended for the operation of the Center. It  is estimated tha t $1 million will be required for this purpose dur ing fiscal year 1963, an increase of $268,000.

WELFARE ASSISTANCE  AND SERVICES

Most of the refugees entering this country have no possessions except the clothes they are wearing and have no funds or resources for providing the daily necessities of life. Many of them cannot speak English. Many are unaccompanied children. To cope with the problems this  situation creates, the Federal Government, with the cooperation of State and local governments and private agencies, has developed a welfare and assistance program which is estimated to require $51,030,000 during the fiscal year 1963. This would include (1) financial assistance to needy refugees in the Miami area, $31,715,000; (2) trans itiona l resettlement allowances, $2,240,000; (3) assistance to resettled Cuban refugees who become needy afte r reset­tlement, $900,000; (4) care of unaccompanied children in foster homes or institutions , $13,800,000; (5) distribution of surplus commodities,
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$215,000; and (6) ho sp ita liz ati on  up  to 30 days, $1,020,000. Pro vi­
sion  has  a lso been mad e in the budget est imate  f or  $1,140,000 to  r eim ­
bu rse  the St at e of Fl or id a fo r the c ost of ad mi nis terin g the ass ista nce  
an d shor t-t erm ho sp ita liz ati on  p rog ram s.

Th e numb er of  cases receiv ing  financia l assistan ce a t the be ginn ing 
of  the cu rren t fiscal ye ar  was 28,100. The bu dg et  es tim ate  of  
$31,715,000 con tem pla tes  th at the net  mo nth ly increase in the  finan­
cial  ass ista nce  rol ls fo r the fiscal ye ar  1963 will  avera ge abou t 975 
cases a mo nth . Th e est imate  con tem pla tes  continuation  of  the  cu r­
rent  ave rag e paym ent of $75 pe r assi stance  case pe r month . Maxi­
mum ass ista nce  paym ents of  $100 pe r mo nth  pe r fam ily  and $60 pe r 
mo nth  f or  a si ngle person  ha ve been e stab lished.

As a pa rt  of  t he  concerted effo rt to increase  the  num ber  of rese ttle­
ments  o f refugees  fro m the  M iami area, the policy was adopted  a bo ut  
the end  of  May  1962 to pro vid e th at  each  refugee person or  fam ily  
on fina ncia l assi stance  in Dade Co unty be ing  relo cate d wou ld rece ive 
an  ex tra  mo nth s’s assi stance  check.  Dur in g the time th is  po rtion  of  
the prog ram has  been in opera tion, the avera ge check  issued fo r th e 
ex tra mon th’s ass ista nce  has  been $80, an d th is  has  been  pro jec ted  
fo r fiscal ye ar  1963. Because even those person s being  r ese ttled  who  
are  no t on the ass ista nce  rol ls are  vi rtua lly all wi tho ut resources of  
any kin d, it is pla nned , effec tive Septe mb er 1, 1962, t o make res ett le­
ment gr an ts  to all person s being  resett led . For fiscal ye ar  1963, it  is 
est imated th at  28,000 cases will rece ive a res ett lem ent gr an t at  an 
es tim ate d co st o f $2,240,000.

Th e bu dg et est im ate  fo r fiscal ye ar  1963 c on tai ns  $900,000 to cover 
the cost of  ass ista nce  to res ett led  Cub an refuge es who become needy. 
Th is est imate  contem pla tes  tha t about 30,000 fam ilie s will  be re set tled 
du ring  1963 and th at  abou t 6,000 such  fam ilies  will  need assi stance  
du rin g the  fiscal ye ar  fo r a pe rio d of  1 mo nth  at  an  avera ge payme nt 
of  $150 a month .

Th e est imate  fo r the cost  of  the  care of  unacc ompan ied  ch ild ren— 
$13,800,000—con tem pla tes  a  net increase o f 64 c hil dren  each week who 
wil l req uir e care . Th is is the same avera ge th a t has prevail ed  over  
the pa st  year . Th e cost of  c are  fo r thes e ch ild ren  ha s been com puted  
at  $5.50 a day in foste r homes and $6.50 p er  d ay  i n ins tituti ons. Th e 
numb er of ch ild ren  rec eiv ing  care at  th e end  of  the fiscal ye ar  is 
est imated to be a pp roximately  7,300.

Th e est imate  o f $215,000 to  cover t he  cost  of  th e di str ibut ion of su r­
plu s com mod ities  is based upo n cu rre nt  exp erienc e th at  62 p erc en t of 
the  cases rece ivin g financia l ass istance  a re rec eiv ing  surplus  commodi­
ties each  month . Costs  of  ad min ist ra tio n are  cal culated  at  82 cents  
pe r rec ipi en t p er  m onth .

Th e cost of hosp ita liz ati on  up  to  30 days  is  e stima ted  to he $1,020,- 
000. Th is  is based  on an avera ge  of  about 340 cases a mo nth  at $248 
a case. Fi na lly , the est imate  of  $1,140,000 fo r St ate costs of ad ­
m in is tra tio n of the  ass istance  a nd  h ospit ali za tio n prog ram is based on 
an avera ge expend itu re of $95,000 a mo nth . Th is  rep res ents an in ­
crease  o f $15,000 per  m onth over Ju ne  expend itu res , such increase be­
ing  based on the  estima ted  in crease d numb er of  cases to be  ha ndled .
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RESE TTLEM ENT AND  E M PLO Y M EN T O PPO RTU N IT IE S

Resettlement of the Cuban refugees to areas other than Miami, Fla., and employment for them is an objective to which increasing emphasis is being given. It  is the true key to any real solution o f the refugee problem in Miami. As the Cuban population in Miami increases, it is 
of course more difficult for the Cubans to obtain jobs in that  city. Accordingly, the combined efforts of the four p rivate  agencies acting as our agents in resettlement effort, the Cuban Refugee Center, and the U.S. Employment Service will be directed toward inform ing the country of  the skills tha t the refugees have to offer, in obtaining  com­munity support for resettlement, and in working out individual and group resettlement plans.

The four volunta ry agencies under contract to the Federal Govern­ment are the National Catholic Welfare Conference, United  HIAS  Service (Jew ish) , Church World Service (Protestant) , and the In ­ternational Rescue Committee (Nonsectarian). These agencies have a long history of service in the refugee field.
A to tal of $8 million is estimated to be required for the fiscal year 1963 for the resettlement of Cuban refugees to points outside of the Miami area. The estimate contemplates an increase in the average number of persons resett led a week from 720 in the last quar ter of fiscal year 1962 to about 1,450 a week at the end of fiscal year 1963. The cost estimate for 1963 is based on the total resettlement of 59,800 persons at an average cost of $135 per person resettled.

ED UCA TI ON

The heavy influx of Cuban refugees into the Miami area has created serious educational problems. For example, the Dade County public school system for the second semester of the 1961-62 school year had to provide facilities for over 13,000 Cuban children. Practically  all adults  require language, orientat ion, and vocational training before 
they can obtain jobs. The total cost of the educational program for 1963 is estimated at $9,090,000. A brief description of each p art  o f the program and the budget estimate  follows.

The sum of $6,085,000 has  been provided in the estimate  fo r aid to the Dade County public school system. This includes $5,563,000 to cover 60 percent of the daily cost of the  enrollment of Cuban refugee- children in the elementary and secondary schools. The 1963 estimate provides for 17,000 Cuban refugee children in average daily atten ­dance for the  first semester of the school year and 19,000 for the sec­ond semester. The total cost to Dade County pe r child for the school year is estimated at $515, and the Federal  share based on 60 percent would be $309 a child for the school year. In addition, $522,000 is budgeted to provide for extra identifiable expenses associated exclu­sively with the Cuban children. This estimate includes special tra in­ing materials such as special Engli sh textbooks, bilingual instruc­tions, and so forth ; a special summer school for Cuban children ori­
ented to teaching conversational English;  and the cost of the salaries of the equivalent of 75 Cuban teacher aides who are utilized in the- program.

There is provided $1,490,000 in the estimate for vocational tra in­ing of Cuban youth and adults  in order to provide the kinds of train -

I
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ing an d experie nce  whi ch will  faci lit at e the  refuge es in ad jus tm en t 
an d employme nt. Ma ny of  the m have a tech nica l or pro fes sional 
ski ll which wou ld pro vid e the m wi th emp loyment if  the y had a com­
ma nd  of  the  En gl ish lan guage . Othe rs hav e no ski ll whi ch cou ld 
give them ga infu l employment , bu t wi th vocatio nal  trai ni ng  can  de­
velop such ski lls.  Th e es tim ate  p rov ides fo r 200,000 h ours of  E ng lis h 
trai ni ng  pe r mon th at  a cost  of  48 cent s pe r hou r, an d 40,000 ho urs 
of vocat ional an d sho p tr ai ni ng  pe r mo nth  at  a cost of  60 cen ts per  
hour.

Th ere  is prov ided  $1,348,000 in the  est imate  fo r ap prox im ately 
3,000 loan s to  Cu ba n ref ugee  college studen ts. Cri te ria fo r gra nting 
loans in th is pr og ram a re the same a s fo r U.S . studen ts, and the m ax ­
imum lo an to a  stud en t is $1,000 p er  academic yea r.

For  pro fes sional tr ai nin g and placem ent , $167,000 is inc lud ed in 
the est imate . A la rg e numb er of  Cuban  refugees  hav e pro fes sional 
or tech nical back grou nd s th at  can be used to  advanta ge  in economic 
pu rsui ts  in th is  coun try . Special ill us tra tio ns  of  the  problems th at  
exi st are  in the teac hing  pro fes sion where there are  some 500 Cuban  
ref ugees  who  wi th special  courses cou ld br in g th ei r qua lificat ions up  
to  a st an da rd  of  accept anc e by Am erican  schools.  To  dat e, 900 p hy ­
sic ians have at tend ed  tr ai nin g classes  a nd  675 have been qualified fo r 
no np riv ate medical prac tic e in the  U ni ted Sta tes . Ab out 470 law yers 
have  en rol led  for  classes, and 200 o f them have  been placed  by  a special 
com mit tee of  the  A me rican B ar  A ssocia tion . Th e bu dg et  requ est  f or  
pro fes sional  trai ni ng  fo r fiscal ye ar  1963 is t he  sam e as t hat  ex pended  
in fiscal yea r 1962.

HEA LTH  SERV ICES

Th e tot al es tim ate  f or h ea lth  servic es fo r f iscal ye ar  1963 is $990,000.
Two h un dred  a nd  five tho usand do lla rs is fo r a refugee c linic which 

is opera ted  in the  r efu gee Ce nter by the Da de  C ounty Hea lth  D ep ar t­
me nt  fo r he al th  screenin g and immu niz ation  pur poses . I t  is also 
con tem pla ted  du ring  1963 th at  t hi s clinic  will ad min ist er  m edicat ions 
fo r minor illne sses  a nd  th us  eliminate th e re fe rr al  of  a  la rg e numb er 
of  nat ients to  hos pit al ou tp at ient  clinics.

Th ree hu nd red tho usand do lla rs is fo r ou tp at ient  med ical  clin ica l 
services fo r n eedy Cuban ref ugees who a re  il l o r i njur ed  or nee d mi nor 
su rgery or  tre atmen t th at can be done on an ou tp at ient  basis.  A r­
ran geme nts  have  been ma de to reimb urs e loca l ho sp ita ls at  the ra te  
of  $7 pe r vis it. Th e bu dg et  es tim ate  fo r 1963 i s base d on 43,000 o ut ­
pa tie nt  hospita l v isit s.

Includ ed  in the est imate  is $179,000 fo r the cost  of  addit ion al staff 
reo uired  bv Dade Co unty t o prov ide den tal , m aterna l and child h ea lth , 
and school healt h clin ical  serv ices  to th e Cuban  refugee populat ion . 
F or fiscal year  1961, $100,000 was pr ovide d to  th e county fo r thi s pu r­
pose. Because  of the la rg er  refugee po pu lat ion,  it  is est ima ted  th at  
$179,000 will be req uir ed in f iscal y ea r 1963.

Th ree hu nd red and six tho usand do lla rs is inc lud ed in the  est imate  
to finance the  cost of  h ospit ali za tio n of  individu als wi th active tube r­
culosis or  acute psyc hosi s and ho sp ita liz ati on  needs beyond  30 days 
th at  ma v be req uir ed fo r othe r con ditions . F o r fiscal ve ar  1963. it  i s 
est imated th at  22.600 days of ca re at a tot al cos t of  $215,000 will be 
req uir ed  fo r TB  pa tie nts . I t  is fu rt her  est im ate d th at  6,600 p at ient
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days of care at a cost of $43,000 will be needed for the  care of mental patients. Finally , $48,600 is provided for about 2,200 days of care for general hospitalization over 30 days.
Air. Chairman, tha t concludes my general statement. If  you have any questions, I will be very glad to try to answer them.
Mr. Passman. Thank  you, Mr. Commissioner.
I am sure we are all in accord tha t this is a humanitarian program. It  is one the American people endorse because some very unfortunate individuals will be the recipients. They were driven out of a country, our neighbor and former friend, which is now under Communist domination.
I do not think  there is going to be any quarrel about the desirability  of th is program. Being a Christian Nation and desiring to share our fortunes with our unfortunate  friends  as long as it is sound procedure, the people would want the committee to give sympathetic considera­

tion to this request.
We shall insert in the record the appropriate portion of I I. Doc. 514, and pages 5, 6,9, and 10 of the tabulations.
(The material referred to follows:)

D etail of P roposed Sup pl em en ta l Appr opria tio ns  for F isc al  Years 15162, 1963, 
and  for Oth er  P urposes

Be  it  en ac ted by the Sen ate  a nd  TTouse o f Rep re se nta ti ve s o f th e Uni ted S ta te s o f Am er ica  in  C ongre ss as se mbled . T h a t th e fo llo wing su m s are  ap pro pri at ed , ou t of  an y mo ney in  th e T re asu ry  not  ot he rw is e appro pri at ed , to  su pp ly  su pp le ­m en ta l ap pro pri at io ns fo r th e fiscal  year en di ng  June  30, 1963, an d fo r o th er pu rpos es , n am ely :

“as sis ta nc e to refu gees in  th e  un ited  stat es

“For ex pe ns es  ne ce ss ar y to  ca rr y ou t th e  pr ov is io ns  o f th e Mig ra tio n an d R ef ugee  Ass is ta nc e Act  o f 1962 (P ub lic Law  87 ^5 10 ), re la ting  to aid to re fu ge es  w it h in  th e U ni ted S ta te s,  incl ud in g hi re  o f pa ss en ge r m oto r ve hicles , an d se rv ices  as  au th or ized  by  se ct io n 15 of  th e Act  o f A ugust  2, 191t 6 (5 U.S .C. 55 a) , $70,110,000, to r em ai n av ai la bl e unti l ex pe nd ed : P ro vide d,  T hat th is  a pp ro pr ia tio n sh al l re im bu rs e ot he r cu rr en t ap pli cable  ap pr op riat io ns  fo r ac ti vi ti es  co nd uc ted a ft e r  June SO, 1962, pur su ant to section- 7 o f th e M ig ra tion and Ref ug ee  A ss is ta nce  A ct  o f 1962."
T hi s prop os ed  su pp le m en ta l ap pro pri at io n  pr ov id es  fu nds fo r as si st an ce  to  or on be ha lf  o f Cu ba n re fu ge es  in  t he U ni ted Sta te s,  as  au th or iz ed  by th e “M ig ra tio n an d Refug ee  A ss is ta nc e Act of  1962,”  Pub lic  Law  87-510 , ap pr ov ed  June  28, 1962. The  as si st an ce  in clud es  pr og ra m  ac ti v it ie s su ch  a s : fin an cial  ai d to  ne ed y refu ge es , as si st an ce  to  S ta te  or  loca l pu bl ic  ag en cies  pr ov id in g he al th , ed uc a­tion al  an d tr a in in g  se rv ices  to Cu ba n re fu ge es , co st  of  tr ansp ort a ti on  an d re se tt le m en t in o th er a re as of  th e U ni te d Sta te s,  an d pro je ct s fo r re fr esh er pr o­fe ss io na l tr a in in g  or  empl oy men t o f t he se  re fu ge es .
Pen ding  th e en ac tm en t of  th is  prop osed  appro pri at io n, fo re ig n ass is ta nce  fu nd s ad va nc ed  unde r th e  Fo re ig n A ss is tanc e Ac t of  1961, as  am en de d,  a re  be ing used  to  fin an ce  th e  co sts of  th es e op er at io ns  in th e fiscal yea r 19(!3. T his  prop os ed  ap pro pri a ti on  in clud es  fu nd s to re im burs e cu rr en t ap pl ic ab le  appro ­pri a ti ons f o r ad va nc es  mad e i n fisc al year 1963.



Program and financing
[In  thou sa nd s o f dolla rs]

1961 ac tu al  >1962 es tim ate *1963 es tim ate

Pro gra m by  activit ies :
1. Recep tion, reg ist ra tio n,  an d classif ica tion  of re fu ge es ... .
2. Welfare a ssi stance an d services____ __________________
3. Reset tle men t an d em ploy men t op po rtu ni tie s_________
4. Ed uc at ion _______________ ____ ___________________
5. Hea lth service s____________________________________

$220 
2,254 

518 
1,011 

86

$732 
28,065 
3,797 
5,466 

497

$1,000
51,030
8,000
9,090

990
To ta l prog ram  cos ts (ob lig ations)............... ......................

Fin ancin g: Uno bliga ted  ba lan ce  la ps in g___________________
4,089

411
38,557

240
70,110

Ne w ob ligational au th o ri ty _________________________
Ne w obligational au th or ity:

Appropr iat ion _______ ______ _________________ ______ _
Transfer red from Ag ency for In te rn at io na l Dev elo pm en t, 

contingency  fu n d __________________________________

4,500 38,797 70,110 

70,110
4,500 38,797

1 M ut ua l Se cu rity Ac t o f 1954, as am ended.
2 For eign Assis tan ce Ac t o f 1961, a s a me nd ed .

Object classi fication
[In  tho us an ds  of do llars ]

1961 
a c tu a l1

1962
es tim ate  2

1963
es tim ate

11 Perso nnel co mpe ns at ion____________________ $65
2

12

$304
10
9
5

62 
13 

268 
4,294 

16 
45 

957 
32,574

$595 
18 
15 
2 

175 
45 

115 
8,990 

20 
15 

1,348 
58,772

12 Per son nel be ne fit s________________________
21 Tr av el  a nd  tra ns po rtat io n of perso ns ____________  .
22 Tr an sp or ta tio n of th in gs ________________
23 Ren t, comm unica tio ns , an d ut il it ie s.............. . 10

5
110
604

5
11

260
3,005

24 Pr in tin g an d re pr od uc tio n___________ _____
25 Othe r s erv ices_____ ____ __________________

Services  of o ther  ag enc ies ......................................
26 Sup pli es an d mater ia ls__________________
31 Equ ip m en t___ ______________________
33 In ve stmen ts  an d loans__________ _____ _____
41 Gr an ts,  su bsidie s a nd  c on tr ib ut io ns ........ .......

To ta l ob lig ati ons____ __________________ 4,089 38,557 70,110

1 M utu al  Se curity  A ct  of 1954, a s a me nd ed .
2 Foreig n Ass istance  A ct  of 1961, as am en ded.

8794 8— 62 — pt. 3— 71
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1.

2.

3.

4.

5.

Sum mary,  1963 budget request
[In  tho us an ds  of  dollar s]

Reception , reg ist ra tio n,  an d class ification o f refugees______
Welfare ass istanc e an d service s_________________________(а) Fina nc ia l a ssi stance to needy  refugees in t he  M iami

ar ea _________________________________________(б) Tr an si tio na l re se ttl em en t a llowa nce s...........................(c) Ass istance to  re se ttl ed  C ub an  refugees who becomen e e d y . .. . .................................................................—..(<f) Un acc om panie d ch ild ren_________ ______________(e) Dis tri bu tio n of su rp lus comm oditie s___ __________( /)  Ho spita liz at ion up  to 30 d ay s____________________(jz) St ate ad min is tra tio n of ass istance  a nd  hospit al pro ­gram ..................................................................................
Tot al  w elfa re ass istance  a nd  serv ices __________

Reset tle men t an d em ploy men t o pp or tuni tie s_____________
Ed uc at ion:

(а) Assis tance to  Dad e Cou nty pu bli c sc hools .. ........... .(б) Vo cat ion al tra in in g for y ou th  a nd  a du lt s__________(c) Assis tan ce to  college s tu de nt s____________________(d) Pro fessio nal t ra in ing an d pl ac em en t______________
Tot al , ed uc at io n______________________________

H ea lth  se rvices:
(а) Refugee he al th  c lin ic___________________________(б) O utp at ie nt m edica l c linic s erv ices________________(c) Den ta l, m at er na l an d ch ild  he al th , and  schoo lhe al th  serv ices _______________________________(d) Hos pi tal iza tio n for long-te rm  il lne ss______________

Tot al , he al th  s erv ices ___ _____________________
Tot al , ass istance  to  refugees i n the Uni te d St at es . .

1961 1962 1963

220 732 1,000

1,637 19,831 
103

31,715
2,240

9004 390
456 6, 270 13,800
15 123 215
56 658 1,020
86 690 1,140

2,254 28,065 51,030
518 3,797 8,000

631 3,196 6,085
50 1,146 1,490

260 957 1,348
70 167 167

1,011 5,466 9,090

24 138 205
34 128 300

20 100 179
8 131 306

86 497 990

4,089 38,557 70,110

COST OF CUBAN REFUGEE PROGRAM

Mr. Passman. What was the cost of this program in fiscal year 196 1 and 1962, and how was it financed? You may submit the answer for the  record.
(The  information requested follows:)

The cost of this program in fiscal year 1961 (from February 1961, through June 30, 1961) was $4,089,000. The program was carried out under authorit ies contained in the Mutual Security Act of 1954, as amended, and was financed from the contingency fund of this act, through Presidential direction. The cost of the program in fiscal year 1962 was $38,557,000. The program was car­ried out under authorities contained in the Foreign Assistance Act of 1961, as amended, and was financed from the contingency fund of th is act, through Presi­dentia l authority.
Mr. P assman. The authorization for the program may be inserted in the record at this point.
(The information follows:)

Authorization for the program in 1963 is contained in the Migration and Refugee Assistance Act of 1962, Public Law 87-510.

REFUGEE RECEPTION, REGISTRATION, AND CLASSIFICATION

Mr. P assman. For  act ivity 1, reception, registration, and classifica­tion of refugees, the estimate is $1 million ?
Mr. Kelly. That is correct.
Mr. Passman. Which is an increase of $268,000 above the 1962 program ?
Mr. Kelly. Correct, sir.
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Mr. P assman. Could you give us a brief explanation as to why you 
would need an increase of 34 positions for this  one activity ?

Mr. Ball. Yes. I t is related to the workload principally in the 
Center. This workload really has two parts  to it. One p art  will be 
about the same in the next year as in this year, and tha t is the regis­
tration of new people. But the existence of a larger number of 
Cubans in Miami means you have to service a larger pending load 
there.

To take one example, when some of the new regis trants  came 
through in the early days of the program, not a very thorough job 
was done on checking out the ir skills, th eir employment skills. We 
need to go back in that  pending load and do that.

Mr. Passman. I s th at why you need an additional GS-13 informa­
tional specialist ?

Mr. Ball. I would say the key to this whole program is the re­
settlement par t, gett ing the people to leave Miami and go elsewhere. 
The information specialist down there is princ ipally  directed at con­
ditioning the Cuban community as to  what the United States  is like 
and urging them to join the resettlement program. We do not  l ike 
to use force in this situation. We like to persuade them in the re­
settlement ; th at is what that information specialist is for.

Mr. Passman. What does the GS-15 staff adviser do in this 
activity  ?

Mr. Ball. Tha t is in Miami ?
Mr. Passman. If  tha t is where he is.
Mr. Ball. He is really the Deputy Director of the Center. There 

are two grade 15’s.
Mr. Passman. This is an additional one, is it not ?
Mr. Ball. I am sorry. In  the whole program, we have three grade 

15’s. They are already on duty. These are not new jobs. One is 
Mr. Micocci in our Washington office as adviser to the Commissioner 
on overall policy.

Mr. Passman. The staff adviser is in Washing ton and not in Miami ?
Mr. Ball. Yes. There are two 15’s in Miami, a director  and deputy.

RENTAL COSTS

Mr. P assman. Wha t is the rental cost of the Center ?
Mr. Ball. We just moved into new expanded space there in Miami. 

The cost of that new space-----
Mr. W ynkoop. In 1963 it will be $153,000. The space th at we had 

in 1962 was in a dilap idated old building which forced us to keep 
Cuban refugees waiting outside in the r ain and in the 100° tempera­
ture. It  was completely inadequate.

SIZE  AND CONDITIO NIN G OF RECEPTION CENTER

Mr. Passman. Wha t is the size of the Center th at you a re speaking 
of fo r $153,000?

Mr. Wynkoop. We have 51,900 square feet of space.
Mr. P assman. Roofed space?
Mr. Wynkoop. All roofed space; this is the gross.
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Mr. Passman. I s it a new structure  ?
Mr. Wynkoop. No, sir ; a very, very old structure.
Mr. Passman. On the waterfront?
Mr. Wynkoop. Yes, on Biscayne Boulevard. You can see what type of space it is. We are paying sligh tly less than $3 a square foot, including utilit ies, jani tor services, and supplies.
Mr. Passman. You can build a reasonably good building for $2.75 per square fo ot; I t would not be of brick construction, however.
So far  as I  am concerned, $153,000 rent for an old building with 51,000 square feet is excessive.
Mr. Wynkoop. May I make a comment ?
This building required very extensive alterations before we could move into it. For example, we have X-ray equipment in connection with our clinic. We have a number of  pa rticu lar facilities  which re­quire water in connection with the clinic.
Mr. Passman. I should think you would have water.
Mr. W ynkoop. Yes. In  each one of the t reatment rooms, they re­quire water and a number of things.
Mr. P assman. Were those improvements made before the lease con­tract ?
Mr. W ynkoop. This was a par t of the lease, sir. They made these improvements and this was-----
Mr. Passman. Wha t is the total expenditure ?
Mr. Wynkoop. The total expenditure on our pa rt is the figure of $153,000 a year. There is a 5-year lease.
Mr. Passman. Wha t expenditure did they make ?
Mr. Wynkoop. I do not know, but it  was very extensive.
Mr. Passman. The building has how many floors ?
Mr. Wynkoop. Probably 11 o r 12 stories. I t is large at  the bottom and goes to sort of a peak.
Mr. Passman. What is the age of the building ?
Mr. Wynkoop. This would have to be a guess. I would guess 30 

years old.
Mr. Passman. Is it air  conditioned ?
Mr. Wynkoop. They had to put  in the air conditioning.
Mr. Passman. Did you air-condition the entire building ?
Mr. Wynkoop. All but the part of the building we use for storing 

food.
Mr. Passman. For all practical purposes, it is an air-conditioned 

building ?
Mr. Wynkoop. An air-conditioned building.
Mr. Passman. Who is domiciled there ?
Mr. B all. One of the  most im portant functions is the  interviewing of the  refugees by the  four  volun tary agencies who are housed in tha t building. One reason we wanted to move was so that  they could put in more staff and we could get this resettlement thin g going better.
Mr. K elly. This is an  office and processing center and not a place 

where any live.
EST IM ATE FO R F IN A N C IA L  AS SI ST ANCE

Mr. Passman. How did you arrive at your estimate of $31,715,000 
for financial assistance ? What was the formula ?

Mr. Ball. Mr. Chairman, the experience has been tha t about 70 
percent of the new registr ants  who come from Cuba are without any­thing and have to go immediately on assistance. So we took 70 per-
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cent of the estimated number of new a rrivals and added tha t on an 
average per-month basis to the pending  number we already have. 
Then we took away from tha t our estimated number of resettlements 
based on a stepped-up schedule. The average caseload over the year 
would be an increase of about 1,000 a month.

(The following was supplied for  the record:)
Cuban refugee program— Computation of cost of f inancial assistance, Florida,  fiscal 

year 1968

M o n th

J u ly  1 9 6 2 ........................... .........................
A ugust  1962 _____________ ____________________
S ep te m ber 1962_________ ______ _______ ______
O ct ober 1962________________ _________________
N o v em b er 1962______________________ _____
D ecem ber 1962 . _ .________ ___________________
J a n u a ry  1963____ _______ ________ ____ _______
F e b ru a ry  19 63 ........................................ ........... ........
M arc h  1963...... ...............
A pri l 1963........................................  ...............
M a y  1963......... .........................................
Ju n e  1963...... ................... . ................... ......... ..................

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

C as el oa d,  
s ta r t of 
m on th

N e t in cr ea se  
in  ca se load  

for th e  m on th

T o ta l ca se ­
lo ad  for 
m o n th

P aym en ts  
for th e  m onth  
a t an  av erag e

of $75 per  
case

28,1 08 1,200 29,308 $2,1 98,1 00
29,308 1,500 30,808 2,310,600
30,808 1,200 32,008 2,400,600
32,008 950 32,958 2, 471,850
32,958 1,190 34,148 2, 561,100
34,1 48 950 35,098 2.632,350
35,098 1,065 36,163 2,712,225
36,163 850 37,013 2,7 75,975
37,013 850 37,863 2,8 39,725
37,863 600 38,463 2,884, 725
38, 463 750 39,213 2,940,975
39,213 600 39,813 2,9 85,975

11,705 31,714 ,200

Mr. Passman. What has been the average length  of time tha t a 
refugee receives assistance, Mr. Commissioner ?

Mr. Ball. About 8 months has been the average so far . Of course, 
on these resettlements, our object is to get them out of Miami, even 
before they stay there long enough to get assistance.

BASIS FOR RESETTLEMENT GRANT ESTIMATE

Mr. P assman. Why are you budgeting the resettlement grant  at 
$80 per case ?

Mr. Ball. The resettlement gra nt at $80 a case is a maximum of 
$60 for the single person and $100 for the family, and a t the  time the 
person leaves he has no income or resources. He has quit the job he 
has, so tha t really is a transition allowance budgeted at the maximum 
for 1 month.

Mr. P assman. The average assistance payment is only $75?
Mr. B all. The average assistance payment. Tha t is the distinction 

I am making. We budgeted for  the maximum, $60 for single and $100 
for the family for the trans itional allowance because the person does 
not have any resources in that month he leaves, and the actual payment 
is on a maximum basis, and $80 is the actual experience.

I  should have said also we d rop out of tha t in the estimate of the 
number on assistance the number taking employment each month in 
addition to the resettlements, and we have about 725 a month on that.

Mr. P assman. If  we move to the experience factor  for 1962 on 
resettlement, is the payment then $150 a month ?

Mr. Ball. $135, Mr. Chairman. A combination of  the transport a­
tion allowances and payment to the private agency is $135, I  believe.

I am sorry, Mr. Chairman. The $150 a month perhaps refers to 
the amount we pay in assistance to people living outside of Florida.

A few people, after they resettle-----
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Mr. P assman. After they leave Flor ida, they get $150 a month?
Mr. Ball. Only the very few who do not stay on the job.
Mr. P assman. If  they go elsewhere, the individual is paid $150 a 

month subsistence?
Mr. Ball. He is paid whatever the individual  State  he is located in 

would pay to thei r own assistance cases.
Mr. P assman. You are doing this on a per-person basis.
Afr. Ball. There is a transi tion allowance we were talking about 

earli er. Tha t is the $80.
If  a person ordinarily goes to another place, he goes to a job and 

does not have to take assistance at all.
A tiny  percentage of them lose their jobs, and we then agree to pick 

up the assistance according to rates  in th at locality. This is averaged 
out to be $150 pe r case in the new locality. The reason for tha t is 
tha t most of them have settled in States which have higher assistance 
standards than Flor ida—New York, Pennsylvania, New Jersey.

Mr. Passman. You are stating an average payment of $150 a month. 
Where would you get a formula for this  amount?

Mr. Ball. Several States have no maximum. They meet needs.
If  there are 5 or 6 ch ildren in the family, they budget the actual 

need of that family and pay the ent ire amount—that  is, in New York, 
New Jersey, Pennsylvania, and  so on.

Mr. P assman. If  too much is said about this, there would be a lot 
of dissatisfaction.

If  you make a spread, especially in the Southern States, with the 
exception of Louisiana, in all probabili ty it  is about one-third of $150.

I handle an average of  5 to 10 letters a day from people saying  they 
do not have sufficient money on which to  live. I think it  is up to $78 
in Louisiana.

I think  some of the States  are below $50.
Mr. Kelly. The $150 is per family.
Mr. Passman. I  refer to the family .
Mr. Kelly. I t is rela ted to what families would get in the part ic­

ular  Sta te in which the family broke down.
Mr. P assman. You used a high figure. When these people start 

drawing social security benefits—you know this better than  I  do, Mr. 
Ball—they automatical ly lose a substantia l part of the  S tate ’s assist­
ance. We get a lot of letters on tha t matter.

Mr. B all. Tha t is right .
Mr. P assman. You may have gone far  above the average per capita 

income of the mother country.
Mr. Ball. We tried  to follow the State’s practice. If  a person 

moves to a State where it is lower, it then would be lower.

RELOCATION  OF REFUGEES

Mr. P assman. Where did you relocate the refugees in 1962?
I think this amount is high. Many of the people in my distric t live 

entirely  on the ir pensions under the Old-Age Assistance Act. I th ink 
the average per family would break out around $112.

Mr. Ball. We can insert, this list in the record for you.
Mr. P assman. That is all right.
Mr. Ball. What th is shows are the Sta tes which have higher stand ­

ards.
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Mr. Passman. You are basing yours on the States which have 
higher standards  ?

Mr. Ball. This is the actual experience average from the few which 
broke down.

Very few of  these people ever need assistance in the place they go 
to. The whole p lan is to place them where there is a job for them 
and where they are self-supporting.

(The information requested fo llows :)
States to Which Cuban Refugees Have Been Resettled  From Miami, Fla., Under 

Government Auspices, February 1961 Through Ju ly 1962
PersonsLocat ion : resett led

Alabama___________________________________________________  109
Arizona____________________________________________________  22
Arkan sas___________________________________________________  17
Cal ifornia__________________________________________________  2,181
Colorado___________________________________________________  261
Connecticut_________________________________________________  255
Delaware___________________________________________________  38
Distr ict  of Columbia_________________________________________  621
Flori da_____________________________________________________ 549
Georg ia____________________________________________________  245
Hawaii_____________________________________________________  15
Ida ho______________________________________________________  1
Illinois_____________________________________________________  1, 974
Indiana____________________________________________________  153
Iowa_______________________________________________________  67
Kansa s_____________________________________________________  118
Kentucky___________________________________________________  95
Louisiana__________________________________________________  657
Maine______________________________________________________  8
Maryland___________________________________________________ 328
Massachusetts_______________________________________________ 1,101
Michigan___________________________________________________  245
Minnesota__________________________________________________  107
Mississ ippi_________________________________________________  52
Missouri____________________________________________________ 158
Mon tana___________________________________________________  19
Nebraska___________________________________________________  130
Nevada____________________________________________________  177
New Ham pshire--------------------------------------------------------------------- 19
New Jer sey _________________________________________________  5. 284
New Mexico________________________________________________  133
New York:

Metropo litan_____________________________________________ 12,496
Upstate_________________________________________________  259

North Carolina______________________________________________  160
North Dakota_______________________________________________  27
Ohio_______________________________________________________  612
Oklahoma__________________________________________________  62
Oregon_____________________________________________________  100
Pennsy lvania_______________________________________________  678
Rhode Isl and_______________________________________________  121
South Carolina______________________________________________  66
South Dakota_______________________________________________  20
Tennessee__________________________________________________  140
Tex as______________________________________________________  897
Ut ah _______________________________________________________ 1
Vermont____________________________________________________ 1
Virgin ia____________________________________________________  193
Washington_________________________________________________ 53
West  Virg inia_______________________________________________  17
Wisconsin__________________________________________________  156
Wyoming------------------------------------------------------------------------------ 3

Total___________________________________________________________ 31,20 1
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The above table reflects the number of Cuban refugees resettled under  Gov­ernment auspices to each of the States.
A relatively small number of refugees require financial assistance after they 

are resettled, usually because they become unemployed. In such cases, the policy 
has been to follow the standards of the regula r aid to dependent children pro­
gram applicable in the State where the refugee resides to determine the amount 
of financial assistance to be given the refugee. The s tanda rds of this program 
were selected because most of the refugees have children.

The budget estimate  for fiscal year 1963 assumes that, on the average for the 
country, assistance payments for resettled refugees who become needy afte r they 
are resettled will average $150 for one month’s assistance. While it is impos­
sible to predict  in which States refugees will require assistance, experience to 
date in the resettlement program has been tha t the majority of resettlements 
(69 percent) have been made to States that  pay above $150 a month for the reg­
ular ADC program. The following table shows the States to which i t has been 
possible to resett le 77 percent of the refugees and the average ADC payment in 
the regular public assistance program for these States. The remainder of the 
States are not included in the tabulation because resettlements to these States 
have been less than 1 percent of total resettlements per State.

S ta te

N u m b er 
of  u n it s  

re se tt le d  
to  S ta te

P e rc en t of  
to ta l u n it s  
re se tt le d

A ve ra ge  
m on th ly  

pay m en t per  
fa m ily,  ai d  

to  d ependen t 
ch ildre n  
pr og ra m

N ew  Y o r k _______ _____ ______  - ...................... ......................... 7,331 36 .8 $180. 49
N ew  J e rs ey ________________________ ___ _ _____________ ____ 3,037 15.3 171.41
C a l if o rn ia ......................... ................. .. ................................  ....... 1,254 6. 3 171.43
Il li noi s ........................ ......... ......... ....................................................... 1,135 5.7 200 .17
M assa chusett s_______ ____ ______ ____ ________ 633 3. 2 163.04
Te xa s . .  _______________  ______________ ____ ___ 516 2. 6 78.81
P en n sy lv an ia __________ ____ ______________  . . . . 390 2.0 132.50
L ouis ia na_____ _____ ______________________________  . . .  . 378 1.9 100.40
D is tr ic t of  C o lu m b ia ______________________________  . . .  . . 357 1.8 150.48
O hi o________________________________________________________ 352 1.8 117.02

CAS ES OF  F IN A N C IA L  ASS IS TA NCE  TO RE SE TT LE D RE FU GE ES

Mr. Passman. You are to be commended for looking afte r their  
interests. This figure indicates that  they need not go hungry.

Mr. Wynkoop. Mr. Ball said although we have resettled about 
30,000 persons, as of .Tune 1962 there were only 383 cases throughout 
the country which were getting  financial assistance in other States.

Mr. P assman. Tha t is an excellent record. However, i f there were 
only 5. T would ask the same question.

Mr. Wynkoop. I am sure you would, sir.
Mr. Passman. Please repeat that  information.
Mr. Wynkoop. For the month of June  1962, there were 383 cases.
Mr. Passman. Your estimates are based on 6,000 such families, 

however ?
Mr. Kelly. For 1 month.
Mr. Ball. Tha t is correct, Mr. Chairman, As we resettle more 

and more people around the country, the absolute number which have 
to turn  to assistance in that  locality will increase. This average was 
tha t at least 6,000 would need 1 month’s assistance in 1963.

Mr. Passman. It  could be half that amount, depending upon the 
success you had in relocating  them ?

Mr. Ball. In the success we had in holding the ir jobs in the new 
plac e; yes, sir.



1125

COST OF FOSTER HO ME  CARE

Mr. Passman. Would you furnish  the committee with the data 
you obtained on the average cost of foster home care, institu tional  
day care, and so on, to determine the $5.50 foster home care and 
$6.50 for institutions?

Mr. Ball. For the record ?
Mr. P assman. That is right. Again, tha t cost seems to be high.
(The information requested follows:)

Sinc e th e be ginn in g of  th e  Fed er al  G ov er nm en t’s pr og ra m  und er  P re si den ti a l 
di re ct iv e of F ebru ary  3, 1961, fo r th e ca re  of  un ac co m pa nied  Cub an  re fu ge e 
ch ildr en , th e ra te  of  re im bur se m en t to  th e fo ur vo lu nta ry  ch ild  pl ac in g ag en cies  
in Miam i ha vi ng  contr ac ts  w ith  th e Flo ri da  D ep ar tm en t of Pub lic W el fa re , ac t­
ing as  ag en t fo r th e  D H EW , has  been $5.50 per  da y fo r ch ildr en  pla ce d in  fo st er 
fa m ily home s an d $6.50  pe r da y fo r ch ildr en  in grou p ca re . The  fo ur vo lu nta ry  
ch ild  pl ac in g ag en cies  re ta in  50 ce nts  per  da y i>er ch ild  to  def ra y  adm in is tr a ti ve 
ex pe ns es , pr ov id e fo r sp ec ia l ca re  fo r som e ch ildr en , an d to  deve lop  em erge nc y 
fa c il it ie s;  th ey  fo rw ard  $5 and $6 per  die m re sp ec tive ly  fo r fo st er fa m ily ca re  
and  gr ou p care  to  th e ir  co op er at in g ag en cies  ou ts id e of  Miam i ar ea .

The se  ra te s w er e ag re ed  ui>on on th e ba si s of  in fo rm at io n su pp lie d by th e 
F lo ri da D epar tm en t of  Pub lic W el fa re  from  it s own co st  fig ures  fo r fo st er 
fa m ily ca re , an d on an  av er ag e of  per  die m co st s rei> orted by ch ildre n’s in s ti tu ­
tion s in  th e Miam i are a,  in fo rm at io n se cu red from  th e Ch ild  W el fa re  Lea gu e 
of  Amer ica an d reix>rts re ad ily  avai la ble  from  som e S ta te s an d co mmun iti es . 
In fo rm at io n su bs eq ue nt ly  co lle cte d by  th e C hildre n’s B ure au  from  pu bl ic  an d 
p ri va te  ag en cies  th ro ughout th e  U ni te d S ta te s in di ca te d th a t th es e ra te s re pre ­
se nt ed  rea so na bl e fl at  ra te s.

Ag encie s in  some urb an  ce nte rs  re port ed  th a t th e  ra te s pai d fo r Cu ba n ch il ­
dre n w er e co ns id er ab ly  lower  th an  th e ra te s  pai d by  th e ir  pu bl ic  ag en cies  in 
pu rc ha si ng  in st it u ti onal an d fo s te r fa m ily ca re . F or ex am ple,  in  New Yo rk 
S ta te  it  w as  re po rted  th a t pu bl ic  w elf are  ag en ci es  fr om  which  in fo rm at io n w as  
av ai la bl e,  w er e pa yin g t o volu n ta ry  i nst it u ti ons fo r ch ildre n fo r wh om  th e  p ub lic  
agen cy  w as  re sp on sibl e $5.50  to  $8.04 per die m fo r gr ou p care  and fo r fo st er 
fa m ily car e $5 to $7.50  per  da y fo r no rm al  ch ildr en  w ith  up  to  $15 fo r ch ildre n 
ne ed ing sp ec ia l tr ea tm en t.  Thes e ra te s did no t incl ud e th e  fu ll  co st of  ca re . 
Pub lic in st it u ti ons in New York S ta te  re port  per diem  co sts fo r car e of  a ch ild  
from  $12.96 to  $17 .68.

In  some  p a rt s  of  th e  co un tr y th e  ra te s pai d to  th e volu n ta ry  ag en cies  cari ng  
fo r Cub an  ch ildr en  a re  co ns id er ab ly  hig her  th an  ra te s pa id  by pu bl ic  w el fa re  
ag en cies  to volu nt ar y in st it u ti ons fo r th e car e of  loca l ch ildr en . F o r ex am ple,  
in New Orle an s,  w her e 71 Cub an  ch ildr en  w er e plac ed  as of  .Tune 30, 1962, 
th e  pu bl ic  ag en cies  pa y fo r in st it u ti onal ca re  of  loc al ch ildr en  from  $3.30 to  
$5 per  day  an d fo r fo st er fa m ily ca re  ab ou t $1.70  pe r da y.  How ev er , th e  pa y­
m en t by  th e  pu bl ic  ag en cy  fo r in s ti tu ti ona l ca re  do es  no t in cl ud e ad m in is tr a ti ve 
an d se rv ic e co sts or sp ec ia l med ical ca re  an d in it ia l cl ot hi ng  all ow an ce . Th e 
pa ym en t by  th e pu bl ic  ag en cy  fo r fo st er fa m ily care  co ve rs  bo ar d an d roo m 
on ly an d does no t in cl ud e cl ot hing , m ed ical  an d den ta l ca re , school  ex pe nses , 
al lo wan ce  in ci de nt al s,  an d th e co st  of  su pe rv is io n of  th e  ch ild  an d th e  home  by 
th e agency . To  co ve r al l of  th e  ex clud ed  ite m s wou ld ad d co ns id er ab ly  to  th e 
to ta l co sts of  ca re  o f a ch ild .

U su al ly  th e  loc al ag en cies  pl ac in g Cu ba n ch ildr en  pay  th e ir  es ta bl ishe d bo ar d 
ra te s (t h e  am ount th ey  pay  fo r Amer ican  ch ildre n) an d in ad di tion, pa y fo r 
clothing , school  ex pe nses , med ical an d den ta l ca re , al lowan ce s, an d in ci de nt al  
ex pe nses . Clo th ing ex pe ns es  fo r Cub an  ch ildr en  a re  usu al ly  h ig her  th an  fo r 
Amer ican  ch ildr en  be ca us e th e m ajo ri ty  a re  te en ag e bo ys  wh o ha ve  come  w ith  
li tt le  clothing , an d th a t fr eq uentl y  unsu it ab le  fo r th e  cl im at e in  which  th ey  
ar e  to  liv e. Sch ool  ex pe ns es  are  h ig her fo r th em  be ca us e of te n tu to ri ng  in 
Eng lish  is needed . Sp ec ial  sch ools or  sp ec ia l tr ea tm en t a re  re quir ed  fo r som e 
ph ys ic al ly  an d m en ta lly han di ca pp ed  ch ildr en  an d fo r th e  e m ot io na lly dis tu rb ed . 
Med ica l an d den ta l co sts a re  h ig her be ca us e Cub an  ch ildre n a re  of te n inel ig ib le  
fo r pu bl ic  se rv ices  or  p ri va te  cl in ic  se rv ic es  be ca us e of  re si de nc e re qu irem en ts . 
T ra nsp ort a ti on  ex penses , in cl ud ing re pl ac em en t if  in dic at ed  an d th e ad m in is ­
tr a ti v e  ex pe ns es  of  th e  ag en cy  pr ovid in g d ir ect car e al so  hav e to  be  covered  
by  th e  per die m.
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The rates paid for the Cuban children may appear out of line with the rates  paid for local children in a specific community, but usually the rates  quoted for the local situat ion very seldom include all of the  actual costs. A voluntary agency or institution usually receives additional funds from voluntary contribu­tions, United Givers or Community Chest Funds. Parents,  friends, or rela­tives frequently provide clothing and incidental expenses. The Cuban chil­dren have no parents, relatives, or friends  nearby to supplement payments of the voluntary agencies.
Mr. Passman. There are many such homes in my distric t. In the Distr ict of Columbia the cost might be around $53 a month.Mr. B all. There are a couple of distinctions. This is not just  cus­todial care. There is included in this cost in the institut ions of $6.50, some o ther types of costs, such as educational costs and general ad­ministration.
Mr. Wtnkoop. And medical care.
Mr. P assman. How about the foster homes ?Mr. B all. That  is fo r the  individuals.
Mr. Passman. I think we can locate some homes in my district and give them a semiprivate room with  plenty of pract ical nurses and three good meals a clay and a room where they can have hot coffee any time they want, and the cost would be $112 monthly.Mr. Ball. On the institutional cost-----
M r.P  assman. I am refer ring to the foster home.

BASIS o r  HO SPITA LIZ AT ION EST IMA TE

On what basis are you increasing the hospitalization estimate by $362,000 ?
Mr. Ball. That is entirely a matt er of the large r populations in Miami, Mr. Chairman.
There is one change in program I should point out which reduces the cost over what it would be at present. We have been paying the hospitals on an outpatient  basis. You speak of the inpat ient?Mr. P assman. Yes.
Mr. Ball. There is an outpat ient part  of the program where we have been sending people to the hospital for $7 a day. We are now equipped in our new center to handle the less difficult, types of out­patients right there with our own physicians, and i t will be less expen­sive. We are counting on about 18,000 cases that  otherwise would have gone to the hospital, being trea ted in our hospital.

EXPENSES INC URRED  BY FLORIDA

Mr. P assman. The State of F lorid a spent $1,140,000 in fiscal 1963 for  the administration  of the assistance and short-term hospital iza­tion program ?
Mr. Ball. Tha t is right.
Mr. P assman. I s the State  reimbursed ?
Mr. Ball. Yes, both fo r the cash gra nts and administra tion. That  administra tion is about 3 percent of the cash grants. Tha t is consid­erably less than usual in the assistance programs.
Mr. P assman. Are you watching this so it will not become a subsidy to certain  institutions ?
Submit for the record the detail of the Jun e costs of $80,000.
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(The information requested follows:)
Administrative costs, Florida S tate Welfare Department, June 1962

Sala ri es______________________________________________________________ $60, 371
T ra vel  and tr an sp o rt a ti on  of  pe rs on ne l_______________________________  3, 300
T ra nsp ort ati on  of  th in gs_____________________________________________  300
Ren t, co mm un icat ions , an d u ti li ti e s__________________________________  7, 260
P ri n ti ng  an d re pro duct io n___________________________________________  1, 040
O th er  se rv ic es _______________________________________________________  2, 334
Su pp lie s and m ate ri a ls _______________________________________________ 1, 670
Equ ip m en t___________________________________________________________  4,10 0

T ota l__________________________________________________________  80, 265

Mr. P assman. Are you increasing this cost to an average o f $15,000 
per month ?

Mr. Ball. Yes. That again is re lated to the increased load which 
you asked about earlier. There are many more cases.

Fran kly,  I  am a littl e concerned about the  relatively small amount 
we are spending on administra tion in the assistance program. I  think 
this is absolutely the minimum.

NU MB ER  OF EM PLO YEES

Mr. Passman. How many people do you have employed in this 
refugee program ?

Mr. Ball. Federal employees total 90-plus.
Mr. P assman. All together.
Mr. AV ynkoop. Ninety-seven.
Mr. P assman. Tha t is the total number ?
Mr. Ball. Opera ting in Federal functions.
Mr. Passman. Those are the personnel to whom I refe r.
Mr. Ball. In the assistance part.
Mr. Passman. Reimbursable to the State of Florid a ?
Mr. Ball. There are several more.
Mr. P assman. Federal?
Mr. Ball. No.
That  is total Federal.
Mr. AY ynkoop. 132 for fiscal year 1963 is the total , an increase of 

34 positions over 1962.
Mr. Passman. Are they recruits or career people ?
Mr. Ball. Schedule A people, which is the exception. Quite a 

high proportion of them down there working in Miami are among 
the Cuban refugees themselves, people we have put on to do some 
of the regis tration  work.

Mr. P assman. AVhat happens in the event this situation does not 
adjust itself?

Mr. AATynkoop. They will all be back in Cuba as soon as they can 
get there.

Mr. Passman. Not all of them.
Mr. AATynkoop. Yes, sir.
Mr. Passman. All the civil service people?
Mr. Wynkoop. We probably do not have more than  18 American 

citizens employed in this.
Mr. Passman. Are they career people or temporary employees?
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Mr. Kelly. Some have been borrowed from the other programs.Mr. Passman. Tha t is what we want to find out, whether you are building up to where we will have a lot of people for whom you will have to find other jobs.
Mr. Kelly. I think it will be an easy transition to close this out if the program were not needed.
Mr. Ball. I already know where I  can put those people.

RESE TTL EM EN T AN D E M PLO Y M EN T OPP ORTUNIT IE S

Mr. Passman. Resettlement and employment opportunities: $8 million. Is tha t correct ?
Mr. Ball. Yes.
Mr. P assman. Wha t was the amount of this account in fiscal 1962?Mr. Ball. $3,797,000.
Mr. Passman. What is the cost of the contract with each of the four voluntary agencies?
Mr. Ball. The way th at contract  works with the voluntary agen­cies is th at we pay them on a per capita basis for the successful re­settlement of individuals. That is at $60 per person.The $135 per person includes transportat ion costs that the Federal Government pays directly. They get $60 per person for resettlement, and the increased amount is related to our stepping up this resettle­ment part  of the program and pushing ahead with what we think  is the most important thing.
Mr. Passman. Does this item work out of the $70,110,000 ?Mr. Ball. $70,100,000 in the appropriation includes the $8 million for the four voluntary agencies.
Mr. Passman. There is no expense, direct or indirect, involved in this refugee program, other than what is shown here?Mr. Ball. This is the total.

education costs

Mr. Passman. Activity 4, “Education,’* $9,090,000.Mr. Ball. There is one change in tha t I want to be sure to point out to you.
We have been paying in the past the Dade County public school system at  the rate of 50 percent of the per capita  cost of educating children there, plus special identifiable costs which go only to the Cuban children.
Mr. P assman. You are going to increase that rate to 60 percent for fiscal 1963?
Mr. B all. Yes. We have had several conferences with them, and they have convinced us that the actual cost of educating these Cuban children to them is about 20 percent higher than  it is to educate a native-born American child.
Mr. P assman. What was the cost of this activity  in 1962?Mr. Ball. $3,196,000.
Mr. Kelly. To the Dade County system. As compared with the $9.9 million which you asked about, we spent $5,466,000 in 1962.Mr. Passman. At what level of education do you have this? Gram­mar school, secondary-----
Mr. Ball. Elementary and secondary.
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Mr. P assman. There is nothing here for  colleges or universities?

STUDENT LOANS

Mr. Ball. A separa te program of student loans.
Mr. Passman. In  tha t program in the amount of $9,090,000?
Mr. Kelly. $9,090,000 includes assistance to Dade County for ele­

mentary and secondary.
It  includes vocational education and language  instruction. It  in­

cludes the assistance to college students in terms of loans, and it 
includes-----

Mr. P assman. Wh at kind of loans?
Mr. K elly. Loans patterned afte r the  Nat ional Defense Education 

Act, not to exceed $1,000 per student in 1 year, and they are repay­
able afte r they  have completed their  education.

Mr. P assman. What are the terms ?
Mr. K elly. They have to  repay in 5 years following the time they 

complete their  education.
Mr. P assman. At what  rate  of interest?
Mr. Ball. A no-interest loan.
Mr. Kelly. There was one item in the $9,090,000 I  did not mention. 

This is the expenditure made in training and placement of professional 
people, specialized tra ining being given to doctors, lawyers, and teach­
ers so they can undertake jobs in their chosen professions and be ac­
climated to its application in this country.

Mr. P assman. In  connection with vocational training , the estimate 
is $1,490,000?

Mr. Bali,. That is right.

EN GL ISH LANGU AGE TRAINING  COURSE

Mr. Passman. I see a statement, “I t is difficult to get Cuban families 
to leave the Miami area.” Is th at correct ?

Mr. Ball. I  think—yes, it is difficult, but the re levance of th at point 
was tha t if they cannot speak English, there is a tendency for them to 
stay in a place where there are a lot of othe r Spanish-speaking people.

One o f our big drives has been to  get them to take  these Engl ish 
courses, and tha t is in this vocational item.

Mr. Passman. I t is a deterrent to your resettlement efforts, then ?
Mr. Ball. Yes, so we have been pushing the Eng lish course.
The Dade County public school system has done a really excellent 

job on this program. They have cooperated tremendously and they 
have very fine facilities. They are giving Engli sh-speaking courses 
to about 25,000 Cubans a year.

Mr. P assman. You a re supposed to provide about 200,000 hours of 
Engl ish training a month . How many s tudents  would be taking this 
tra ining a day ?

Mr. Wynkoop. Tota l of the vocational tra ining plus the Engli sh 
training amounts to about 25,000.

Mr. Kelly. This is over and above children regularly  enrolled in 
class.

Mr. P assman. We are a l ittle  mixed up in the mathematics. You 
have 200,000 hours of Engl ish training per month. Let  us divide 
that by the number of days-----
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Mr. Wynkoop. A month, sir.
Mr. Kelly. Two hundred thousand hours of English training per 

month.
Mr. P assman. Let us break it down. It  would be 6,660 horn’s per 

day. Is tha t correct ?
Mr. Ball. That sounds right .
Mr. Kelly. For 25,000 people, it is about 8 hours a month.
Mr. Ball. We feel this is a terrib ly important thing.
Mr. Passman. I s this classwork ?
Mr. Ball. Large classes.
Mr. Passman. Again, you can take 50 of them, and you can mul­

tiply th at 50 by the hours, and tha t would be-----
Mr. Kelly. 200,000 student hours.
Mr. Passman. Tha t clears it up, then.
Mr. B all. One course is not enough for each student. Sometimes 

they have to go into elementary and then advanced courses.

HE AL TH  SERVICE COSTS

Mr. Passman. You have activity 5, “Health  service, $990,000.” 
What  was the cost of this activity in fiscal 1962 ?

Mr. Kelly. $497,000, sir.
Air. Passman. You have had a proportionate increase in the num­

ber of refugees ?
Mr. B all. Yes, sir. There is a change in the rate, also, which we 

paid, mentioned earlier.
Mr. P assman. The cost of the clinic operated by Dade County is 

increasing to $205,000 in fiscal 1963. Is tha t correct ?
Mr. Kelly. To $205,000.
Mr. Wynkoop. An increase of $67,000.
Mr. Passman. Why does th is clinic need a hospital consultant and 

an administrator?
Mr. Wynkoop. The primary reason they need a hospi tal consultant 

and adminis trator, Mr. Chairman, is so that the doctors in th is par­
ticu lar clinic can take over some of the functions tha t have been per­
formed by the hospitals which we have under contract to render out­
patient clinical services at $7 a visit.

We feel we can reduce the number of visits to the outpatient clinics 
at the hospitals by having competent persons in our clinic where wre 
would be able to render much of the more minor care these people 
need, and handle strep throa ts, boils, and tha t sort of thing.

The hospital consultant would continue to work with the hospitals  
in determining the services they would render  and those we would 
render.

OU TPAT IENT  COSTS

Mr. P assman. The outpatient rate is $7 per visit. Would it work 
this way: There are seven members in a Cuban family who decide 
they would like thei r throats sprayed. They go down to the clinic. 
The throats  are sprayed and you get a bill for $49. Is tha t the way 
it works ?

Mr. Ball. If  they went to the hospita l; yes.
Mr. Passman. Some are going to hospitals ?
Mr. Ball; Not under the new p lan. They should not.
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Mr. Passman. But they have been going ?
Mr. Ball. Yes, sir.
Mr. Passman. And you have been paying $7 a visit?
Mr. Ball. We are changing i t to make it so we ourselves can handle 

tha t much cheaper. The only cases going to the hospita l will be 
much more serious items than thro at spraying.

Mr. Passman. You are budgeting $300,000 for outpa tient medical 
clinical service, and so on ?

Mr. Ball. That is right.
Mr. P assman. An individua l may go there  five times. You pay $7 

for each visit?
Mr. Ball. Tha t would be correct, if it were t hat  serious a thing.  

If  we can take care of it in our own clinic-----
Mr. Passman. If  you can, but you are asking for $300,000, Mr. 

Commissioner.
Mr. Ball. That is for more serious ones.
Mr. P assman. You m ight employ about 10 good doctors a t $30,000 

a year and just let them take them as fast as they come.
Mr. Kelly. We operate in the Public Heal th Service in 12 of our 

hospitals, large outpa tient  clinics, and, in addition, 25 outpa tient 
clinics not in hospitals. These provide care to  merchant seamen and 
the Coast Gu ard ; $7 a day is rea lly a good figure fo r the average cost.

As you indicate, some are reasonable. Some include diagnostic 
work, X-ray work, and so on.

Mr. Passman. Nobody supervises the kind of work done? They 
send the bill and you send the  check?

Mr. Ball. No.
Mr. P assman. You have somebody supervising the doctors?
Mr. Ball. Thev have to be referred by our center.
Mr. P assman. vrhe refe rral  is by a doctor or by your center?
Mr. Ball. By the doctors in the center.
Mr. Kelly. In the health clinic.
Mr. Ball. The procedure is this: Fi rst  they have to have a need. 

Nobody gets this unless they are on assistance.
Mr. Passman. Who will tell whether they have a need ?
Mr. Ball. I meant monetary need.
Then they go to our clinic. If  we can handle it, fine. If  not, then 

they are referred.
Mr. P assman. I think  these people are gett ing fine medical t rea t­

ment.
I do not think the American people will object to a reasonable pro­

gram.
Mr. Kelly. We think they would rath er have a job.
Mr. P assman. We want to provide for reasonable needs.
Thank you, Mr. Commissioner.

RESETTLEMENT PROBLEMS

Mr. Conte. I s one of the problems in resettlement tha t these people 
do not want to leave Miami and get away f rom closeness to Cuba?

Mr. Ball. Tha t was a condition, Congressman. What we did in 
tha t respect was to guarantee  them that at the time Cuba was free and 
if they wanted to return, we would pay the ir transporta tion back. 
Tha t helped a great deal on that.
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It. is still true tha t with some of them who, as we were saying, can 
speak only Spanish, it is hard  to get them to move. Mostly I  would 
say the problem is not the Cubans, that is par t. The problem is to get 
sponsors back in the localities throughout the United States who are 
willing to take the minimum amount of responsibil ity: sponsors who 
meet the family, try  to get them a job, introduce them to people, 
help them to adjust to American life. A lot of our program is aimed 
at getting these additional sponsors throughout the country.

Mr. Conte. I think it is very commendable. The fac t tha t you have 
less than 300 unemployed is fantastic .

Air. Ball. Tha t is among those who have been resettled.
Mr. Conte. Only among those ?
Air. Ball. Yes.
Mr. Passman. This is a $70 million program.
Mr. B all. This is the 30,000 reset tled because tha t is a careful job 

of resettlement. We do this and take longer than perhaps we wish 
we could, in order to get them to a place to get a job and stay off relief. 
In  Miami itself about 60 percent of the families tha t are staying in 
Miami are  on relief. That is one of the main reasons we want to do 
everything we can to push resettlement and to ge t them to where they 
can work.

NU MB ER  o r  REF UGE ES ARRIVING

Air. Conte. Are they still coming in at the same rate?
Air. Ball. About the same rate, 1,600 to 1,800 a week.
Mr. Conte. By plane ?
Mr. Ball. Yes; two flights a day filled up.
Air. Conte. Nobody is going back to Cuba ?
Mr. Ball. No.
Air. Wynkoop. We had some figures tha t I think in the last 5 

months we had three people who went back to Cuba. We do not know 
the reason. Three people associated with our program went back.

Mr. Conte. There are no restric tions on their coming in ?
Mr. AVynkoop. They have to get a visa waiver from the State De­

partment before they can come in. I understand there is a waiting  
list  o f about 8 months tha t they have to go through before they can 
get a visa waiver.

Mr. Ball. There seems to be nothing in the situation tha t would 
lead us to expect any slackening off at least during this next fiscal year. 
I  think we are in for not just  a quick emergency situation, but handling 
this kind of problem for a  couple of years or more.

REFUG EE INV ASION  OF CUBA

Mr. Conte. Were you there, Air. Bal l, when the refugees attempted 
to invade Cuba ? Were you in charge of the program ?

Mr. Ball. No. I took over from Mr. Mitchell as Commissioner of 
Social Security Apr il 17 th is year. Some of this is fa irly new to me.

Mr. Conte. There was a lot of talk and stories in newspapers th at 
the U.S. Government had supported them to a certain extent on tha t 
invasion. I was wondering whether tha t money came out of-----

Mr. Wynkoop. Not one penny came out of this.
Mr. Conte. None at all ?



1133

Mr. Wynkoop. No, sir.
Mr. Conte. Were you there?
Mr. Wynkoop. Yes, sir.
M r.P  assman. Off tne record.
(Discussion off the record.)

STAT ES  W IT H  LAR GE NUM BERS OF  RE FU GE ES

Mr. Conte. Mr. Ball, where are most of these refugees going who 
are being resettled ?

Mr. Ball. The State tha t has the largest number is New York. 
Then Pennsylvania, New Jersey, Californ ia come close behind. Then 
beyond that there is a p retty good scattering  around the country. To 
some extent they have gone in almost every Sta te, but there is a con­
centration, first of all, as you would expect. Many went to New 
York City because there already was a Cuban colony there.

But as we get into this more and more, we are tryin g to resettle 
them in the areas where there are shortages of certain types of labor 
tha t they can supply and match the people to the jobs they should 
go into. Our object is to try  to spread this around pret ty widely 
throughout  the Nation. 1 think if the country as a whole becomes 
fully aware of the magnitude of this problem and if  we all work on it, 
Miami could be relieved and these people could be absorbed in the 
economy and no one place would have too much of a problem.

Mr. Micocci. Your own State  of Massachusetts is making a very 
important contribution.  For  example, some of those shoe people in 
Lowell and Lawrence are t apping this manpower pool in a very gen­
erous way. Your Governor has set up a S tate commission with some 
experienced people, and Massachusetts is doing a real fine job.

Incidenta lly, they have gone now to over 950 different communities 
in the United States  and in every State but Alaska. We still hope 
to place someone in Alaska.

Mr. I ’ assman. Wi 11 the gentleman yield ?
Mr. ( 'onte. Surely.

EM PLO Y M EN T OF RE FU GE ES

Mr. Passman. We have about 5 ^  to 6 percent unemployed in this 
country. I believe the steel mills are opera ting at only about 50 per­
cent of actual capacity. Are you receiving many complaints from 
communities where they are replacing Americans who would nor­
mally want those jobs ? We do have to face up to it.

Mr. Ball. I have been surprised tha t there are so few.
Mr. P assman. But  you are receiving some complaints ?
Mr. Ball. Some, but there is a considerable amount of under­

standing.
Mr. P assman. Understand ing, yes, but  with a 51/2 to 6 percent un­

employment figure, and the fact  t hat  we are provid ing jobs for  these 
refugees, there would have to be understanding; otherwise you would 
get more complaints.

Mr. Ball. Yes.
Mr. P assman. If  the situat ion should change to the point tha t we 

have more unemployed, you would really be dealing with a seri­
ous mat ter ? **

Mr. Ball. Yes, sir.
87948 — 62— pt . 3------72
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Mr. P assman. Thank you.
Mr. Conte. I think  you have a case here where many of these peo­

ple are working in jobs in which a lot of Americans will not work, 
for example, in the tobacco fields.

Mr. Bali.. The Cuban refugees so far  have been a very high pro­
portion of professional people. This was a middle-class movement 
to a very considerable extent in the beginning. More recently 
there has been a higher proportion of laborers and people from the 
farms, and so on, but a very high propor tion were doctors, school­
teachers, lawyers, many lawyers, and businessmen at  the beginning, 
and still as a whole I would think probably 30 or 40 percent would 
be classified as the professional group.

Then there are a large number of skilled workers. So tha t the matching  of what these people can do with the places where they can 
do it is the key to this resettlement problem.

Mr. Wynkoop. I might add we have several people who were exec­
utives in very large American firms, they are Cubans, now working 
in our center for about one-fifth or one-sixth of what they were getting while in Cuba.

Mr. Ball. These people have been very realistic about what they can do here and the fact that  they were getting along fair ly well in 
Cuba has not prevented them from looking for just any kind of job. 
We have many waiters who were lawyers, and tha t sort of thing.

COLLECTION OF UNEMPLOYMENT COMPENSATION

Mr. Conte. When they go into a State  and collect compensation as 
they are unemployed, some States  have a clause t ha t they have to be American citizens.

Mr. Ball. I do not  know tha t we have any experience vet in col­
lecting under the unemployment insurance compensation system. 
We spoke earlie r of the assistance program.

Mr. Conte. I am talking about assistance. What the chairman 
was talking about-----

Mr. Ball. The Federal Government pays for it. We work 
through the State assistance programs.

Mr. Conte. Until  a couple of years ago Massachusetts had a clause 
saying you could not collect without being an American citizen.

Mr. Passman. I think  most States average 1 year; that is, they 
require a person to be a resident of the State for 1 year before being 
eligible f or State benefits.

Mr. Conte. Besides that, you have to be a citizen of the United 
States in Massachusetts.

Mr. K elly. They are not being paid under the regular State as­
sistance program, but we are making a special contract  with the 
State  to make the payment on behalf of the Federal Government.

Mr. Ball. Using thei r standards and tha t sort of thing.
Mr. Conte. I would like to commend Mr. Ball and his agency fo r 

the fine job they are doing here. This is a very difficult task. I have 
been to Miami and I have seen these refugees. I think you are do­
ing a very commendable job.

Mr. B all. T hank  you verv much.
P assman. You are doing an excellent job. I think however,

you could do it a t less cost.
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POLITICAL STATUS OF REFUGEES

Are these people going to lie eligible for American citizenship at 
some subsequent date? Did they come in with that  understanding, 
that  if they qualified under our laws they might become citizens?

Mr. Ball. I do not know tha t I can answer tha t completely, Mr. 
Chairman.

Mr. P  assman. Most nations  have a quota.
Mr. Ball. As I understand it, their technical position is that of-----
Mr. Passman. Poli tical asylum here?
Mr. Ball. They are under an arrangement  where they can stay as 

long as we want them on a kind of parolee basis, but any time we 
wish we can require any one of them to leave.

Mr. Micocci. Thei r coming here is on these visa waivers. They 
could stay as long as they want. Tha t does not qualify them to 
apply  for c itizenship.

Mr. P assman. It  would revert back to the quota basis some day ?
Mr. Micocci. That would require an act on the part  of the Congress.
Mr. Passman. But they would revert  back to the quota system 

under the present laws, if and when Cuba is again a member of the 
world of free nations?

Mr. Micocci. That is righ t.
Mr. P assman. You do have to take all comers if they have been 

approved. When they arriv e here, you accept them ?
Mr. Ball. They go through Immigration and Natural ization before 

they come to us.
Mr. Passman. I am speaking about when they hit  our shores, the 

United States. We accept all comers?
Mr. Ball. Prac tically all. What I was going  to say is Immigra­

tion and Naturalizat ion in the ir screening has refused some couple 
of hundred in the whole time.

Mr. P assman. About 200 out of how many?
Mr. Ball. Out of about 125,000.
Mr. P assman. Tha t would be possibly one-tenth of 1 percent ?
Mr. B all. Yes.
Mr. P assman. Tha t percentage would not be in proportion to those 

who pretend to  support Castro, would i t ? I t is certainly to be hoped 
tha t those who are here are anti-Castro.

Mr. B all. My own feeling is th at there are hundreds of thousands, 
if not millions, more in Cuba still who are anti-C astro and who would 
like to come to this country.

Mr. P assman. I  am think ing of the one-tenth of  1 percent who are 
rejects. I t sounds mighty small, as a proportion of the total  who 
are here. Off the record.

(Discussion off the  record.)
Mr. Wynkoop. I think we should bear in mind tha t all of these 

people have had a prescreening through the visa waiver process so 
that, it  is no t a hundred percent of the core th at applied that we get 
here and then we reject one-tenth of 1 percent.

Mr. P assman. It  seems obvious that  you would get some U.S. 
enemies in this process. You could not do anything  about it, the 
Congress could not do anything about it. The Uni ted States is fu ll of 
foreign agents, and tha t is a fact  which we know. There is no way
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you could be blamed. Let us hope there  are very few of them among 
the Cuban refugees and tha t we do not place them in positions where 
they can betray us.

OBLIGATION RATE

Now, would you give us the amount of your obligations for July ?
Mr. Wynkoop. $4,091,370.
Mr. Passman. Now give us the obligations to date in August.
Mr. Wynkoop. Our obligations to date in August are $5,162,000.
Mr. Passman. That  is through what date in August?
Mr. Wynkoop. This is practical ly through  the end of August.
Mr. Kelly. Estimated through August.
Mr. Wynkoop. We have projected our current staff and tha t sort 

of thing.
Mr. Passman. This last figure of $5,162,000 is for August,  project­

ing it?
Mr. Kelly. Estimated  for August.
Mr. Passman. Tha t would bring it up to approximate ly a $60 mil­

lion requirement.
Mr. W ynkoop. Yes, s ir; but you should recognize tha t ne ither d ur­

ing the month of July nor August have we included any sizable 
amount of money at all for education because we will not give them 
thei r money for education in Dade County until  September.

Mr. Passman. What was the number of refugees registered by 
weeks from July 1 through the last date of record ?

Mr. W ynkoop. The week of June 28 we had 754 cases. A case is 
approximately 2 persons. A case consists of a family.

Mr. Passman. It  would be preferable if you would break it down 
for the  record into the number of individuals.

(The information  follows:)

Num ber of registrat ions at the Cuban Refugee Center

Cas es Per so ns

W ee k e ndin g—
Ju n e  2 8 ,1962_._________________________________________________ . 754 1,508 

1,448  
2,226 
2,23 4 
1, 938

J u ly  6, 1962__________________________________________ ____ ____________ 724
J u ly  13, 1962_________________________________________________________ 1,113

1,117
969

J u ly  20, 1962________________________________________ ______ ____
J u ly  27 , 1962____________________________________ ______________
A ug . 3, 1962___________________ ____ __________ ______ 973 1,946

2,068A ug . 10, 1962................................. ............... ......... . ................... 1,134

Mr. P assman. Taking you r largest figure of $5,162,000, and mult i­
plying it by 12, you come up with about $62 million. Add to tha t 
amount your  educational cost of $1,090,000. Unless th is program in­
creases, you would need about $62 million to maintain them at the 
present level; is that  right ?

Mr. Ball. The estimate for education is $9,090,000, not $1,090,000. 
The thing  also left  out of tha t is th at as more refugees come in, more 
will be on assistance.

Mr. Passman. This cost could go down as well as up ?
Mr. Ball. We are a long way from resettling as many as come in.
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RELIABILITY OF ESTIMATE

Mr. Passman. Gentlemen, I think you have asked for adequate 
funds.

Mr. Kelly. May I speak to tha t ?
Mr. Passman. Yes.
Mr. K elly. You did ask about the reliability of the estimate, and 

I think  some of the work you did there was testing it. However, you 
should understand we have given to you the best estimate we know 
how to prepare.

Mr. Passman. I understand tha t fact.
Mr. Kelly. You should also understand, I think, that it is an esti­

mate which is subject to wide fluctuations. If  we underestimated the 
number of refugees that will come into this  country or if  we have over­
estimated what  we and the vo luntary  agencies can do in resettlement, 
then the estimate we have before you is an underestimate and we will 
be in trouble before the fiscal year is over.

On the other  hand, if the number of refugees to arrive on these 
shores were to be less than  we have been experiencing in the past, we 
have an overestimate before you and we would be more than glad to 
retu rn to the Treasury the moneys. But by and large the amount of 
money you are going to spend is going to be the product  of how many 
people you bring into th is country and how many people you resettle.

Mr. Passman. The Congress will be back in session in January , if 
we are not called back earlier. At least, we will be back in January . 
Tha t is only a little over 4 months off.

Mr. Conte. We may still be here.
Mr. P assman. Tha t could be. In addition, if you had a list  of all 

the different accounts from which you can find money, from which 
things like th is might be financed, you would have a h ard time ge tting  
it on one page. I am famil iar with the different funds.

FUNDING OF REFUGEE PROGRAM

Mr. K elly. I know of no place we could get it unless you gave us 
special authorization.

Mr. P assman. You might  get it out of the milita ry assistance 
program.

Mr. Kelly. I am not aware of that.
Mr. P assman. The President  can tran sfer  out of military assist­

ance into the President’s contingency fund.
Mr. K elly. But the contingency fund is not available for our use 

once you have made appropria tions  for the Cuban refugee program.
Mr. P assman. We do not know how broad the interpretation  is. 

You financed this program last  year in good par t out of the con­
tingency fund, did you not?

Mr. Kelly. En tir ely ; yes, sir.
Mr. Passman. I quote :
Whenever the President determines i t to be important to the national interest, 

not exceeding $10 million in any fiscal year of the funds made available for use 
under the Foreign Aid Act of 1961, as amended, may be transferred to and 
consolidated with funds made available by th is act in order to meet unexpected, 
urgent refugee and migration needs.

Do you have the authority?
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Mr. Kelly. Up to $10 million for all refugees.
Mr. Wynkoop. We are very familiar with this. May I make one 

comment off the record ?
Mr. Passman. Yes, sir.
(Discussion off the record.)
Mr. P assman. I will tell you of another fund. The President has 

a special fund in a very substantia l amount. He can use that money 
for whatever purpose he sees fit. The Congress never ties strings to it.

Mr. Wynkoop. Not the contingency fund tha t I am fam iliar  with.
Mr. Passman. No; the President has a special fund.
Mr. Kelly. Very limited.
Mr. P assman. Possibly a hundred  million. It  is rather  substantial. 

I am fami liar with those funds. The President can get just about 
all the money he needs for a  program.

You asked for $70,110,000. The committee will give this project 
special consideration, because we understand and are in sympathy 
with the purpose. We should take care of them the  best we can within 
the bounds of reason until settlement of the situation.

commissioner’s assessment of refugee program

Mr. B all. May I  make a s tatement about the need ? I think  I can 
speak perhaps with some objectivity because many of these policies 
were developed before I  took office.

In my judgment, the program has been set up and operated not at 
all on a luxurious or fat basis but, on the  contrary, in a way that is 
appropriate for a refugee program. Tha t is, with the use to a very 
considerable extent of volunteers, for example. There are about 50 
volunteers working in the refugee center down there. The amount of 
assistance paid leaves unmet need of very high proportion. What 
you budget in the State of Flor ida as being people’s needs and what 
they get leaves a large gap which is not being met. The amounts 
tha t are paid for these children in institutions which we were speak­
ing about earlier, I think,  Mr. Chairman, is less than  it is costing 
these people to  take care of the children. I thin k they have given 
us a good figure.

Mr. P assman. I t is $165 a month, I  believe.
Mr. Ball. $6.50 a day.
Mr. P assman. Are you not talking about the foster home cost ?
Mr. Ball. Education, medical care-----
Mr. P assman. You have the foster home and institutional home?
Mr. B all. Yes.
Mr. Passman. You pay $5.50 in the foster home, which is about 

$165 a month, is it not, pe r child ?
Mr. Ball. Pe r child.
Mr. Passman. There is a profit in that  payment for the foster 

home.
Good luck to each of you, and our best wishes for the successful 

operation of this program.
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Monday, J uly 2, 1962. 

LOANS TO TH E INT ERNA TIO NA L MONETARY FUN D
WI TN ESSES

HON. DOUGLAS DILLON, SEC RETARY OF TH E TREAS URY 
JOH N M. LEDDY, ASS ISTANT SEC RETARY OF TH E TREASUR Y 
FRAN K A. SO UTHARD, J R., SPE CIA L ASS ISTA NT TO TH E SEC RET ARY  
FRED B. SM ITH , DEPUTY GENERAL COUNSEL
GEORGE H. WIL LI S,  DIRECT OR,  OFF ICE OF INT ERNA TIO NA L 

FIN AN CE
W. L. JOHNSON, DE PA RTME NTAL BUDGET OFF ICE R

Mr. P assman. We have before the committee this afternoon the
Honorable Douglas Dillon, Secretary of the Treasury. He is ac­
companied by Mr. Joh n M. Leddy, Assistant Secretary of the Treas­
ury ; Mr. Fra nk A. Southard, Jr. , Special Assistant to the  Secretary; 
Mr. F red  B. Smith, Deputy General Counsel; Mr. George H. Willis, 
Director, Office of Internatio nal Finance; and our old friend, Col. 
W. L. Johnson , Departmental Budget  Officer.

We shall insert in the record at this poin t House Document 446, 
dated June  25, 1962; also, a copy of Public Law 87-490, dated June  
19, 1962, which authorizes  a $2 billion appropriation  to the Int er­
nationa l Monetary Fund ; and, in addition , the justifications for the 
appropriation.

(The information referred  to follows:)
[H.  Doc. 446, 87th Cong.,  2d sess .]

P roposed Suppl eme ntal Appropriation for Loans to th e I nternational 
Monetary F und

Communication from the President  of the  United Sta tes  tra nsmi tting  a pro­
posed supplemental app ropriat ion  for the  fiscal yea r 1963 in the amount of 
$2 billion fo r loans  to the  In terna tio na l M onetary Fund

T he  Whi te  H ouse,
~W ash ing ton , J un e 25,1962.

T he  Speaker of the H ouse of R epresenta tives .
Sir : I have  the  honor to tra nsmit herewi th for  the  consideratio n of the  Con­

gress  a proposed suppleme ntal app rop ria tion for  the  fiscal year 1963 in the 
amount of $2 billion for loans to the In ter na tio na l Monetary  Fund.

The details  of this proposed appropriat ion, the  necessity  therefor , and the 
reasons for its  submission at  t his  time are  set  forth  in the atta che d let ter  from 
the Director of the Bureau  of the  Budget, with  whose comments and observations  
thereon I concur.

Respectful ly yours,
J ohn F. Kennedy.
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Executive Office of th e President,
Bureau of th e Budget, 

Washington, D.C., June 22, 1962.
T he  President,
The White House.

Sir : I have the honor to submit herewith for your consideration a proposed 
supplemental appropria tion for the fiscal year 11X53 in the amount of $2 billion 
for loans to the Interna tional Monetary Fund, as fol lows:

“FUNDS APPROPRIATED TO THE PRESIDENT

“Loans to the I nternational  Monetary F und

“For loans to the International Monetary Fund, as authorized by the Act of
June 19, 1962 (Public Law 87----- ), $2,000,000,000, to remain available until
expended. The indefinite appropriation for the payment o f interest on the public 
debt (31 U.S.C. T il) , shall be available for the payment of charges in connection 
with any purchases of currencies or gold by the United S tates  from the Inter­
national Monetary Fund."

This proposed supplemental appropriation is to allow the United States to 
adhere to the decision of the Executive Directors of the International Monetary 
Fund of January 5, 1962, to establish a special standby borrowing arrangement 
for industrialized countries with balance-of-payments problems. The special 
fund will have 10 contributors and will provide loans in foreign currencies to 
member countries with balance-of-payments difficulties. No expenditure  is  fore­
seen from this account as there is an ample supply of dollars presently in the 
general fund and because, under the new arrangement, no country with balance- 
of-payments problems of its  own could be required to make a loan. The special 
fund is primarily designed to increase the IMF’s supply of the currencies of 
Western Europe, Japan, and Canada.

This amount was included in the 1963 budget as a 1962 item for separate  
transmit tal on the assumption tha t the authorizing legislation would have become 
law earli er in the year. It  now seems apparent tha t the appropria tion will be 
enacted in the fiscal year 1963 and the request is being shifted to tha t year.

I recommend tha t the foregoing proposed supplemental appropriation be tr ans­
mitted to the Congress.

Respectfully yours,
David E. Bell,

Director of the Bureau of the Budget.

P ublic Law 87-490 
87th  Congress, H.R. 10162 

June 19, 1962
AN ACT To amend  the Br et ton Woods Agreem ents Ac t to au thor ize the Un ited St at es  to 

pa rti cipa te  in loa ns  to the In te rn at io na l Monetary  Fu nd  to  st re ng then  the in te rn at io na l 
mo netar y syste m

Be it enacted by the Senate and House of Representatives of the United
States of America in Congress assembled, That  the Bretton  Woods Agreements 
Act, as amended (22 U.S.C. 286-286k-l), is amended by adding at the end 
thereof the following new sections :

“Sec. 17. (a) In order to carry out the purposes of the decision of January 5,
1962, of the  Executive Directors of the International Monetary Fund, the  Secre­
tary  of the Treasury is authorized to make loans, not to exceed $2,000,000,000 
outstanding at  any one time, to the Fund under artic le VII, section 2( i),  of the 
Articles of Agreement of the Fund. Any loan under the authority granted in 
this subsection shall be made with due regard to the present and prospective 
balance of payments and reserve position of the United States.

“(b) For the purpose of making loans to the International Monetary Fund 
pursuant to this section, there is hereby authorized to be appropriated  $2,000,- 
000,000, to remain available until expended to meet calls by the  International 
Monetary Fund. Any payments made to the United States by the International 
Monetary Fund as a repayment on account of the pr incipal of a loan made under
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this section shal l continue to be ava ilab le for loans to th e Int ern ati on al Monetary 
Fund.

“ (c ) Paym ents  of int ere st and  cha rges to the  Unite d Sta tes on accou nt of any 
loan to the  Int ern ati on al Monetary Fun d shal l he covered into the Tre asu ry as 
miscellaneous receip ts. In  add ition to the  amo unt  auth oriz ed in subsection (b ),  
there is hereby  auth oriz ed to be app rop riat ed such amounts  as may be necessary 
for  the paym ent of charges in connection with any purc hase s of curr encies or 
gold by the United  Sta tes  from  th e Inter natio nal Monetary Fund.

“Sec. 18. Any pur chases  of curr encies or gold by the United Sta tes  from the 
Int ern ation al Monetary  Fun d may be tra ns ferre d to and adm inis tere d by the 
fund  establish ed by section  10 of the Gold Reser ve Act of 1934, as amended  
(31  U.S.C. 82 2a ), for  use in accor dance  with the provisions of th at  section. The 
Secr etary  of the  Treas ury  is author ized  to util ize the  resources of th at  fun d 
for the purpose of any  repa yme nts in connection wit h such tran sac tions. ”

Sec. 2. The  l as t senten ce of section 7 (c ) of the Bretton Woods Agreements Act 
(22 U.S.C. 286 e) is amen ded to rea d as follows: “The face  amo unt  of special 
notes issued to the Fund und er the  autho rity of thi s subsec tion and  outstan ding 
at  any one time shall not  exceed in the  agg regate the  amo unt of the subsc rip­
tion of the Unite d Sta tes  actuall y paid  to the  Fun d and  the  doll ar equivale nt of 
curre ncies  and gold which the Unite d Sta tes  sha ll hav e purc hase d from the 
Fun d in accord ance wi th the Artic les of Agreement, and the  face amou nt of 
such notes issue d to the Bank and  out standi ng at  any one time shal l not exceed 
in the aggregate the amoun t of the  subscript ion of the United  Sta tes actu ally  
paid  to the  Ban k und er art icl e II,  section  7 ( i ),  of the Artic les of Agreeme nt of 
the Bank .”

Approved Ju ne  19,1 962 .

TREASURY DEPA RTME NT JUS TIFICA TIO N FOR SUPPLEME NTAL 
APPR OPRI ATIO NS

“FUNDS  APPROP RIATED  TO THE  PRE SID ENT

“Loans to I nternational Monetary F und

“For loans to the Int ern ational Monetary Fund,  as authorized by the Act of 
June 19, 1962 (Public Law  87-^90), $2,000,000,000, to rem ain availab le until ex­
pended. The indef inite  appropriat ion for the pay ment of  inte res t on the public 
debt (31 U.S.C. 711) shal l be available fo r the  payment of charges in connection 
wi th any purchases of currenc ies or gold by the United Sta tes  from the Intern a­
tional Monetary Fund.”

Loans to I nternational Monetary F und

JUSTIFICATION

Thi s app rop riat ion  is author ized  by Public Law 87-4 90, which became law on 
Ju ne  19, 1962. An app rop riat ion  of $2 billion is requ ired  in ord er to complete 
actio n requ isite  for  the  Unite d States to adhe re to a decision of the  Executi ve 
Directo rs of the Int ern ati on al Mon etary  Fun d of Janu ary 5, 1962. In adhering 
to the  decision of the  Fund, the  United  States must depos it an ins trum ent  “set­
ting for th th at  it has  adhe red in accord ance with  its  law and has take n all steps 
necessary  to enable  it  to car ry out the  term s and conditions” of th at  decision. 
The United  Stat es must , accordin gly, be in a position to lend up to $2 billion to 
the  Fund. The Unite d Sta tes would be not expected  to lend to the Fun d in the 
absence of a sub stantial impro vement in its balance-of-paym ents position. No 
loan is p resently  contemplated,  nor  is such a loan likely under pres ent conditions . 
Nonetheless, the  appropriat ion mus t be in the  full amo unt of $2 billion in order 
to bring into  effect our  agre ement with the othe r pa rtic ipa nts  und er which 
they will commit $4 billion to the  Int ern ati on al Mone tary F und: we must have 
the  full au tho rity to provide the nece ssary  financing if we should be cal led upon. 
The decision will not become effective unless  the  Unite d States adheres  to it.

Publ ic Law 87-4 90 provid es th at  the $2 billion auth oriz ed to be app ropr iated  
sha ll remain available until expended  to meet calls  by the  Int ern ationa l Mone­
tar y Fund . In addit ion, any paym ents  made  to the United States by the  In ter­
nat ion al Monetary Fun d as a rep aym ent on accou nt of the principa l of such a 
loan sha ll continue to be available f or  loans to the Inter na tio na l Monetary Fund.
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Public Law 87-490 contains an authorization to appropriate such amounts 
as may be necessary for the payment of charges in connection with any pur­chases of currencies or gold by the United States from the International Mone­
tary Fund. In the event tha t the United States were to utilize the resources 
of  the International  Monetary Fund, it would do so by purchasing foreign 
currencies from the Fund for dollars. Instead of delivering dollars, however, to cover such a purchase, the United States  would deliver non-interest-bearing 
notes, as permitted by the Bretton Woods Agreements Act, as amended, and the Fund articles of agreement. Such notes are issued under the authori ty of the  Second Liberty Bond Act, as amended. Article V, section 8 of the Fund 
articles sets forth the charges for such a transaction. These charges include a service charge, and a continuing charge the amount of which depends on 
the average daily balances of the U.S. currency held by the Fund in excess of the U.S. quota. While, because of the nature of the Fund’s ojierations, such 
transac tions are described in the article s as purchases or exchanges of cur­rencies with charges thereon, in effect the transac tion is identical with a borrowing of money and the payment of interest thereon. The charges are 
the price paid for the use of the currencies borrowed. Inasmuch as a drawing by the United States from the International Monetary Fund would be virtual ly 
identical in nature  with and serve similar purposes as public debt borrowings 
of the United States, the permanent  indefinite appropria tion for the payment of interest on the public debt (31 U.S.C. 711(2) and 732) should be available for the payment of charges in connection with any such drawing. A table 
showing the  current  levels of International Monetary Fund charges is attached.

Charges  on I nterna tio na l Monetary F und T ra nsa cti ons

Charges : The following charges are made by the Fu nd : a service charge of one-half of 1 percent for the purchase of a currency from the Fund, a charge of 
one-fourth of 1 percent per annum for standby arrangements ,1 and a charge payable on the  Fund’s holdings of a currency tha t exceed the member’s quota. 
The rate of charge on balances in excess of quota rises in two dimensions: the larger the member’s drawings relative to its quota, and the longer the period during which the Fund holds the member’s currency.

Charges on transact ions effected in 1954 or later a re : 2 3

Charges in  percent per an nu m 1 fo r per iod  sta ted an d fo r portio n of  holding s in  excess 
of  quo ta by perce nt

More than_______ ______ __________________ ______ 0
50

50
75

75
100Bu t not more than .. ............ . ................ . .....................................

Service cha rge............................. .......................... ....................... 0.5
0
2.0
2.0
2.0
2.5 
3.0
3.5 

’ 4.0
4.5 
5.0

0.5
0
2.0
2.0
2.5 
3.0
3.5 

’ 4.0
4.5 
5.0

0.5
0
2.0
2.5 
3.0
3.5 

’ 4.0
4.5 
5.0

0 to 3 mo nth s_________________________ ___________
3 to 6 mon ths ............ ....................... . ................ . .........................
16 to  1 yea r______ _____ _____________ ____ _____ _____
1 to 116 years_______________________ _____ ________
156 to 2 yea rs.......................... ............. ........... . ..................
2 to 216 year s......... ................ ......... ............... ..............................
216 to 3 years............. ........ ......... ................ ....................... ......
3 to 316 years........... . .................................................................
316 to 4 years.................. .................. .................. .......................
4 to  416 years....................................................... . .........................

* Excep t for service charge which Is payab le once per transaction and  stated as percent of am oun t of transaction ,w
’( Point at ’which the  F und and  th e m ember consult.

1 Credited again st the service charge  if the  member makes a purchase during the  periodof the standby.
3 For charges on earl ier tran sac tion s, see January  1957 IFS.



1143

Average effect ive rates 1 * * * * 6 in  percent per  an nu m  fo r portion  of  holdings in  excess  of  
quota  by percent

More t ha n___________________________________________
Bu t no t more tha n____________________________________

3 month s____________________________________________
6 mon ths_____ _______ _______________________________
1 year ................. . ............................... ...........................................
1) 4 years___ _____ __________ _____________________ _
2 years....................................................................... . ....................
2) 4 years______________________________ ______________
3 years........................ . ...................................................................
3) 4 y ears____________ _______ ___________________ _____
4 years______________________________________________
4) 4 years........ . ...................................... . .................. . ........ ..........

0
60

50
75

75
100

2.0 0 2.00 2.00
2.0 0 2.0 0 2.0 0
2.0 0 2.00 2.2 5
2.0 0 2.17 2.50
2.12 2.38 2.75
2.30 2.60 3.00
2.50 2.8 3 3.25
2.71 3.07 3.50
2.9 4 3.31
3.17

i To tal  charges payable by  the member over the  sta ted  period, expressed as a percent and divided by
the  num ber  of years  of the period. Includes service charge.

When a charge reaches 4 percent per annum, the Fund and the member must
consult on means to reduce the Fund’s holding of the member’s currency. The
charge continues to increase by an additional one-half percent per annum each
6 months, subject to the following provisions. If agreement is reached for full 
repurchase within 5 years  from the date of the drawing, the maximum ra te is 5 
percent per ann um ; bu t a higher maximum may be fixed by the Fund in the case 
of an agreement for repurchase running  beyond 5 years. Failing agreement, 
the Fund may impose such charges as it  deems appropriate afte r the rat e of 5 
percent per annum is reached.

Charges are  normally paid in gold, but when a member’s monetary reserves are 
below half  its quota charges may be paid part ly or wholly in the member’s 
currency.

Mr. Passman. Secretary  Dillon will testify for the appropria tion 
to carry out this au thority.

Mr. Secretary, have you a statement to make to the  committee?
Secretary  Dillon. Yes, Mr. Chairman, I do.
Mr. Passman. We shall be pleased to hear from you at this time.

General Statement

Secretary Dillon. Thank you, Mr. Chairman.
Mr. Chairman and committee members, I  am glad to app ear before 

the committee today in support of an appro priat ion to enable the 
United States, in cooperation with nine other  industr ial countries 
of the free world, to take a major  step in support of a strong inter­
national  monetary system. Congress has enacted Public Daw 87-490, 
which amends the Bretton Woods Agreements Act to authorize the 
United States to lend up to $2 bi llion to the International Monetary 
Fund as pa rt of the U.S. part icipation in proposed arrangements 
which will make $6 billion of additional resources available to the 
Fund.

The special borrowing arrangement of the Fun d has been devised 
as a means of provid ing the Fun d with additional resources of up 
to $6 billion to be used “if  necessary to forestall or cope w ith an 
impairm ent of the interna tional  monetary system.” Five members 
of the European Common Market are part icipatin g in the special 
arrangements with an aggrega te lending commitment of $2.45 bil­
lion. Germany’s commitment is $1 billion : Franc e and Italy have 
agreed to lend up to $550 million each; while the Netherlands is 
part icipating with $200 million, and Belguim with $150 million. The 
United  Kingdom is to lend up to $1 billion. Other participan ts are
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Japan, which is to lend up to $250 million, Canada, partic ipating 
with $200 million, and Sweden, with $100 million. In all, the nine 
participa ting countries other than the United States will stand ready 
to lend their  currencies to the Fund up to a total of $4 billion.

The borrowing arrangement is to become elective when at least 
7 of the 10 participating countries have signified their agreement 
and the commitments aggrega te $5i£ billion of the total amount of 
$6 billion. The arrangement cannot come into effect, therefore, until 
the United States partic ipates. The arrangement also requires the 
partic ipation of the Federal  Republic of Germany, France, Italy, 
and the United Kingdom, since the commitment of each of these 
countries exceeds $500 million. All of these countries have already 
taken the necessary steps to partic ipate.  Japan has also completed 
its action. It  is expected tha t Sweden’s adherence, in the form of 
authority for the central bank to loan to  the Fund , will be announced 
in the near future, and tha t Belgium will complete parliamentary 
action during the summer. Thus arrangements  can become effective 
this summer, if the United States and Belgium signify their  ad­
herence. It  is ant icipated tha t the other two countries, Canada and 
the Netherlands, will also take favorable action in the relatively 
near future.

IMP ORT ANCE OF ADDITIONAL RESOURCES TO UN ITED  STATES

These additional' resources have potentially grea t importance for 
the United  States. The Fun d has on hand today only a limited sup­
ply of currencies that could be used if the need for a drawing by 
the United States should ever arise. The lending commitments of 
the major countries other than the United States  and the United 
Kingdom—which amount to $3 billion—substantially exceed the 
Fund’s curren t holdings of their currencies. These supplementary 
resources would great ly enhance the Fun d’s ability to assist us should 
it ever become necessary.

As you know, the Internatio nal Monetary Fund was established in 
1945, at the same time as the World Bank. U.S. membership in the 
Fun d was authorized by the Bretton Woods Agreements Act. The 
Fu nd’s purpose is to promote exchange and monetary stabi lity among 
its 76 member nations. It  does so principally by providing  short­
term assistance to deal with temporary balance-of-payments difficul­
ties, pending the results of longer range corrective measures.

With the growth of world trade and the increase in the size of 
monetary reserves, the resources of the Fund  have been called upon 
to a greater and grea ter extent. To keep pace with these require­
ments, the quotas of the Fund’s members, including the United States, 
were increased in 1959.

Since tha t time new problems have arisen, largely as a result of 
the recent heavy strain s placed upon the two principal world reserve 
currencies—the dollar  and the pound sterling. The new Fund bor­
rowing arrangements are designed to help deal with these problems, 
which arose par tly as a result of the restorat ion of currency con­
vertibility among the industrialized countries.

As a result of the improvement in the payments positions of other 
industria l countries, chiefly in Western Europe , they were able to 
make their  currencies freely convertible, with the consequence that
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movements of short-term capi tal from country to country were greatly 
increased. Wider investment opportunities, the at tract ion of interest 
rate differentials and, to some extent, speculation, all contributed  
to these movements of capital.

Increases in foreign monetary reserves were largely the counterpart 
of overall deficits in the balance of payments of the United States. 
Our deficits totaled approximately $13.5 billion during the 4-year 
period, 1958-61, and reduced our gold reserves by almost $6 billion.

The stabil ity of the dollar is essential not only to the economy of 
the Un ited States but  to tha t of the en tire free world. The dollar is 
the major reserve currency of the free world. Much of world trade 
and other transact ions are carried  out in dollars, and settlements of 
payments surpluses or deficits between foreign countries to a large 
extent are made in dollars. It  is for  these reasons that  other nations 
have a vital  interest  in these new Fun d arrangements  which will be 
so im portant as an added resource to deal with stresses in  the inte r­
national payments system.

DRAW ING  RIGH TS ON IM F A LIN E OF RESERVES

In  his message of F ebru ary 6, 1961, P resident Kennedy re ferred to 
the drawing rights of the United States on the International Mone­
tary Fund as a secondary line of reserves which we could call upon 
to main tain the strength  of the dollar, in addition  to our own holdings 
of gold and foreign currencies.

The U.S. quota in the Fun d is $4,125 million, one-quarter of which 
the United  States has paid to the Fund in gold and three-quarters in 
dollars. A member country is normally entitled  to draw currencies 
freely from the Fund up to the amount of its gold payment, plus an 
amount equal to  the outstanding amounts of the member’s currency 
which have been drawn by other countries. As of April 30,1962, these 
virtually automatic drawing right s of  the United States  amounted to 
$1.4 billion. In addition, the Fund  treat s liberally  requests for ad­
ditional  drawings up to 25 percent of a member’s quota, if the member 
itself is making reasonable efforts to solve i ts balance-of-payments 
problems. In the case of the U nited States, this would be the equiv­
alent of another $1 billion. Larg er drawings are permitted by the 
Fun d i f a member is undertaking programs of monetary stabilization 
and measures fo r rectifying balance-of-payments deficits.

The total amount, therefore, tha t the United  States  would have the 
right to draw from the Fun d almost automatica lly would be $1.4 
bill ion; another $1 billion could be drawn with relative ease ; and addi­
tional amounts could be drawn depending upon the seriousness of the 
situation and the measures which the United S tates was tak ing to cope 
with it.

However, the resources of  the Fund to meet a U.S. request for a 
large drawing are not at present adequate. On Apr il 30, 1962, the 
Fund had available to i t $2.1 billion in gold and $11.5 billion in  mem­
ber currencies. But a la rge part of these currencies consisted of cur­
rencies of the less developed countries which are not suitable for  use 
by the Fund. The Fund’s holdings  of the currencies of the major 
indu stria l countries amounted on that  date to the equivalent of about 
$6.8 bill ion; however, of this amount $4.9 billion was in dollars and
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sterling  and only $1.9 billion was in currencies of the  other industr ial countries. The currencies of the member countries of the European Economic Community accounted for $1.1 billion of this $1.9 billion. On the same date, the F und 's outstanding commitments under exist­ing standby arrangements, with the United Kingdom and o ther mem­bers, amounted to the equivalent of $2 billion.
It  is clear, therefore, tha t the Fun d now lacks the resources in gold and the currencies of indus trial countries other than dollars and sterling  which would be needed to meet a large drawing such as the United S tates would be entitled to request.

ARRANG EME NTS FOR INC RE AS ING IM F RESOURCES

At their Vienna meeting last September, there was general agree­ment among Fund Governors tha t ways should be found to increase the resources available to the Fund . The special borrowing arrange­ments are embodied in the Fun d decision of Jan uary 5, 1962, and in the exchange of letters  initia ted in Par is in December 1961 at the conclusion of discussions among the 10 governments concerned. The Fun d decision and the related  Par is arrangements are reproduced in the “Repo rt of the National Advisory Council” which is now before you.
The proposed new arrangements can be described very simply. The 10 pa rticipating countries would lend stated amounts of their  curren­cies to the Fund  if required to permit drawings from the Fund by any one of the part icipant countries in order to “forestall or cope with  an impairment of the international monetary system.” These commitments to lend would be invoked only if and when the Fund needs the additional resources.
The part icipa ting European  Common Market countries—Belgium, France, Germany, Italy, and the Netherlands—would commit an amount of  the ir currencies almost equal to thei r p resent quotas in the Fund, while the  commitments of the United States and the United  Kingdom would be only about half  of thei r present quotas. The effect of the new a rrangem ent would be to increase by about 218 pe r­cent the present availability to the Fund of the currencies of the surplus countries of the European Economic Community.The proposed ar rangement is designed so tha t countries which are in a surplus position and which are gaining reserves may lend their  own currencies to the Fund which in turn  can supply them to other par ticip ating countries which might need additional resources. Thus, if the United States  were to draw on the Fund, the Fund would be able to obtain the currencies which we could use. On the other hand, a country which itself faces serious balance-of-payments problems and whose reserves are declining would not be expected to lend to the Fund. This would mean that the United States, for example, would not be expected to lend dollars to the F und under the present circum­stances. In  any event, since the  Fund still has available in dollars $2.7 billion from the regu lar U.S. quota, it is highly  unlikely tha t a need for borrowing from the United States will arise.
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TER MS OF LOANS TO IM F

The agreement set f orth in the P aris letters establishes the interna­
tional machinery necessary for  the 10 part icipa ting countries to meet 
and act upon requests for  loans to the Fund.

Loans to the Fun d by pa rticipat ing countries would carry a t rans­
fer  charge of one-half of 1 percent, plus an annual interes t of 1% 
percent. Loans to the Fun d would mature in 5 years, but would be 
repaid  sooner if the drawing country repaid the Fun d sooner. Also, 
if a lending country should itsel f encounter balance-of-payments diffi­
culties, it may obtain prompt repayment from the Fund.

Drawings  of the additional resources from the F und would conform 
to the Fun d’s normal procedures. The whole arrangement would be 
effective for an initi al period of 4 years, subject to renewal by the 
Fund , but it  could not  be modified with in t ha t period except with the 
consent of all the participants.

As set forth  in the justification, the appropria tion of $2 billion 
authorized by Public Law 87-490, would make available th at sum for 
loans to the International  Monetary Fund. The $2 billion authorized 
to be appropriated  would remain available until  expended to meet 
calls by the Internatio nal Monetary Fund . In  addition, any pay­
ments made to the U nited States by the Internatio nal Monetary F und  
as a repayment  on account of the principal of such a loan would con­
tinue to be available for later loans provided tha t the amount out­
standing at no time exceeds $2 billion.

In adhering to the arrangement with the Fund , the United  States 
must deposit with the Fund an instrument setting forth tha t it  has 
adhered in accordance with its law, and has taken all steps necessary 
to enable it to carry  out the terms and conditions of the Fund de­
cision. When it adheres, the United  States must, accordingly, be in 
a position to lend up to $2 billion to the Fund. The authorizing legis­
lation provides tha t any loan under the authority  therein granted  
shall be made wi th due regard  to the present and prospective balance 
of payments and reserve position of the United  States. The United 
States  would not be expected to  lend to the Fund in the absence of a 
substantial improvement in its balance-of-payments position.

The appropriation  proposal also provides, pursuant to authorization 
contained in Public Law 87-490, that the indefinite appropriat ion for 
the payment of interest  on the public debt shall be available for the 
payment of charges in connection with any purchases of currencies 
or gold  by the United  States from the Internatio nal Monetary Fund. 
If  the U nited States  were to utilize  the resources of the IMF, i t would 
do so by purchasing foreign currencies from the Fun d for dollars. 
Article V, section 8 of the Fun d articles governs the charges fo r such 
a transaction. While because of the natu re of the Fund’s operations 
such transactions are described in the articles as purchases or ex­
changes of currencies with charges thereon, in effect the transaction 
is equivalent to a borrowing of money and the payment of interest 
thereon. The charges a re the price pa id for the use of the  currencies 
borrowed.

In  fact, instead of delivering dollars to cover a purchase from the 
Fund , the United States would deliver non-interest -bearing notes, as 
provided by the B retton  Woods Agreements Act, as amended, and the
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Fu nd 's  art icles of agreem ent . Such notes  are  issued un de r the  au ­
th or ity  of  the Second Liberty  Bond Act , a s a mended. Inasm uch as a 
dr aw ing by the  Uni ted  Stat es  from  the I M F would be vir tu al ly  ide nti ­
cal in na tu re  wi th and serve sim ila r purposes as public debt bor row ­
ings of  t he  U ni ted  Sta tes , the  p erman en t indefin ite ap pr op riat ion fo r 
the  p ayme nt of  inte res t on the  public debt  should be availabl e fo r the  
paym ent of  charg es in con nect ion wi th any  such d raw ing .

ADVANTAGES TO UN ITED  STATES OFFERED BY BORROWING ARR ANG EME NTS

I wish  to em phasize  the  gr ea t ad vanta ge  to th e Uni ted State s o f the se 
bo rro wi ng  ar ran gements . I t may be that  t he  F un d wil l n eve r need to 
bor row . We hope  th is  will be the  case. But  the com mitments  will  
stan d as a reserve t o be  used if  and  when necessary, a nd  they will pr o­
vide the Fu nd  with the  cur rencies which wou ld be needed by the 
Uni ted State s if it were eve r to draw  on the  Fu nd . Th us  the very 
existen ce of th is lar ge  s upple me nta ry pool of usab le reso urces sho uld  
act  as  a str on g d ete rre nt  to  sp ecu lation ag ains t th e do lla r o r o ther  cu r­
rencies, since i t wil l be well kno wn th at  there  a re a mp le resources av ai l­
able to cou nte rac t serious  dis tur bances of the  in ternat iona l mo netary 
system. The arr an ge me nts  will benef it no t only the pa rt ic ip at in g 
cou ntr ies , but all cou ntr ies  of  the free wor ld. Th e sta bi lit y of  the  
do lla r and  o f the o ther major  currencies are  of v ita l importance to the 
smooth func tio nin g of the  in te rn at iona l trad e and paym ent s system.

As I have  po int ed  out , we will  no t be cal led  upon to make a loan 
to the  Fu nd  unde r prese nt con dit ion s and, in any event, the  question 
of a loan  would no t arise un til  the Fu nd 's resources in dollar’s—c ur ­
rent ly  abou t $2.7 b illi on—ha d been uti lize d. Th is  is to be a sta ndby  
com mitment to the  Fu nd . There  would not  be any expend itu re of 
fund s un til  such tim e as we migh t ac tua lly  make a loan to the  Fu nd . 
In  co nsider ing  an y request to l end  under the commitment, we would of 
course tak e i nto  conside rat ion  our  ba lan ce- of-paym ents position at the  
tim e and  the level of ou r reserves , as well as the spec ial circ ums tanc es 
which led to the  req ues t to lend.

I should like  to emphasize  th at  the  am ount of  the  ap prop ria tio n 
mus t be  in the ful l am ount of $2 b illion, in or de r to br ing in to  effect 
ou r agreem ent  wi th the othe r nine pa rti cipa nts. Th e en tire ar ra ng e­
ment is c ontingent upo n the pa rti cipa tin g cou ntr ies  havin g au thor ity  
to take action prom ptl y. The a mount o f each c ou nt ry ’s commitme nt is 
pa rt  o f t he arr an ge men t, and a ny  cha nge  in th is  am ount would require 
a renego tiat ion . I t is th us  nece ssary to hav e the  full  au thor ity  to  pro­
vide  the  necessary financ ing  i f we sh ould  be call ed upon, even tho ugh 
in pra ctice  we do not exp ect  to have to use th is au thor ity  in the for e­
seeable futu re.

In  conc lusion, Mr. Ch airm an , I should like  to say  th at  the prese nt 
proposal is one which is  in t he  best in terest s of  the  Uni ted States  an d o f 
the  free wo rld  a s a  whole. It  is e ssen tial  to us and to oth er cou ntr ies  
th at  the  do lla r be ma intai ned as a sound and reli abl e cur ren cy at  its  
prese nt pa ri ty . I f  necessa ry to def end  the do lla r, as Pres iden t Ken ­
nedy  said in his  bal ance-of -pa ym ents message,  we will use our  dr aw ing 
righ ts  in the  In te rn at io na l Mo netary  Fu nd  as a sup ple me nta ry form 
of  reserves. The app ro pr ia tio n being  req ues ted w ill enab le the  U ni ted 
State s to pa rti cipa te  in arr an ge me nts  which  will  pro vid e the  In te rn a-
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tional Monetary Fund with an adequate supply of the currencies which 
we ourselves might  someday need. I t will provide significant assist­
ance to the United States in dealing with the balance-of-payments 
problem.

The arrangement can be used by the Fun d to assist any other par­
ticip ating  countries as well. The other nine countries also have a 
stake in the maintenance of a stable interna tional  monetary structure 
in the free world, and this  is why they are all now cooperating  in 
this new arrangement. We should join with them in streng thening  
the Inte rnat iona l Monetary Fund by giving  it authority to borrow, 
if needed, the currencies which are most essential to cope w ith an 
impairment of the monetary system of the free world.

Mr. Passman. Thank you very much, Mr. Secretary.
Off  the record.
(Discussion held off the record.)

AF TE RN OON SE SS IO N

Mr. Passman. The committee will come to order.

JU ST IF IC A T IO N  FO R APPRO PR IA TIN G  E N T IR E  A M O U N T RE QU ES TE D

Referring  to the date tha t the authorizing legislation passed the 
House of Representatives, April 2, 1962, the vote result was 255 yeas 
and only 94 nays. Subsequently, the bill passed the Senate unani­
mously.

Wha t we are doing today is considering the  appropria tion request 
to carry ou t the legal authorizat ion.

I believe you stated, Mr. Secretary, tha t under the legislation, for 
it to be effective, we must when called upon, make the  enti re contribu­
tion—it is not to be piecemeal, it is all  or nothing?

Secretary Dillon. We must be in a position to lend the whole 
amount.

Mr. Passman. The committee must recommend the entire amount, 
or not recommend anything, for it to be fu lly effective?

Secretary Dillon. The only reason I hesitated a moment was be­
cause of the word “contribu tion.” I t is not a contribution.

Mr. P assman. Let us find another word. Fo r our commitment to 
the Internat iona l Monetary Fund , it is necessary to have the appro­
priat ion to be able to carry out the au thori ty granted  in the authoriz ing 
legislation, if we are called upon to do so.

Secretary D illon. Tha t is entirely correct.
Mr. Passman. Anything short of tha t would be very complicated, 

and in all probabil ity unsuccessful, because you would have to rene­
gotiate the agreement with all the partic ipants?

Secretary D illon. That is correct.
Mr. P assman. You stated that  many of the countries had already 

implemented the agreement with legislation ?
Secretary Dillon. Yes, the major  countries have already done so.
Mr. Passman. And in some countries when they implement the 

agreement with legis lation, that means the funds will be forthcoming?
Secretary  Dillon. Yes.

87948—<62— pt . -73
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CREATION OF IM F

Mr. Passman. As this is the first time this subcommittee has had the opportunity  to  consider a request fo r funds to be provided to the Internatio nal Monetary Fund, it might be well if you will give us, Mr. Secretary, a brief resume as to the creation of the IMF, when it  came into  being, and information relating to the original  capital structure.
Secretary D illon. Yes.
The Internationa] Monetary Fund was created during the closing year, or months, of World War II  at a time when it became obvious that  some method would be needed to strengthen the world’s monetary systems a fte r the strains they had been through durin g the war, and looking back on the not very successful experiences of the thirties when many currencies collapsed and went off the former gold standard which had worked successfully up to tha t time.Now, the Inte rnational Monetary Fund Agreement was signed after an international  meeting a t Bretton Woods, N.II., at the same time the World Bank was created. They are called sister institu tions part ly because a country cannot be a member of the World Bank unless it also joins the Internat iona l Monetary Fund.Quotas are subscribed to by the various countries in the Monetary Fund,  and they are required to pay under their quotas one-quarter in gold and three-quarters  in the ir own currency. The U nited States was the largest member at the time it was started.I can furnish you for the record the initial quotas at  that time, which would probably be helpful.

I thin k the United States had more than  a thi rd of the quotas at tha t time. Since then, because of increases in quotas by some coun­tries, and new members, our quota has dropped to about 27̂ 2 percent of the total.
The Monetary Fund was intended  to be available to make short­term loans to countries who were in short-term balance of payments problems. They might be in serious balance of payments problems, but the idea was the Monetary Fund would make short-term loans, for not more than 5 years, and usually shorter, and the countries receiving the loans are required to take appropriate steps to make sure thei r balance of payments will improve so tha t they can repay these funds and so tha t it will be a revolving fund.The experience of the Monetary Fund so far has been good. So fa r as I know, all of their  loans have been fully repaid.

INC REASE IN  IM F QUOTAS

In  1959, it was fe lt world trade had increased so much there was a need to have a  larger Monetary Fund and there was a general 50- percent increase in quotas which were handled the same way as the original contribution, a quarter  paid  in gold and the rest in their  own currencies. At the same time, certain countries such as Germany had their  quotas enlarged to be somewhat more appropria te. I th ink it is fai r to say since one of the problems we are faced with today, and one of the reasons for this  par ticu lar piece of legislation and this agreement, is tha t when the Monetary Fund was set up in 1944 and Europe was pre tty well destroyed and the European countries were
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very weak , no one cou ld qu ite  foresee th ei r resurgence. As  a result , 
the quota s the y now have  in the Fun d are  smaller by fa r th an  th ei r 
importa nce in  world  trad e or th ei r fina ncial st re ng th  today. Th ere ­
fore , the amounts  of the cur ren cies—w hich are now ve ry use ful  cu r­
renc ies—th at  are  av ail able in th e M oneta ry Fun d are sma lle r th an  the y 
sho uld  be in  the  lig ht  of  th ei r str en gth.  Tha t is  th e reas on why in th is 
ar rang em en t the Com mon M arke t cou ntr ies  as a whole have  agreed  
to pu t up  fund s whi ch are alm ost equiva len t to a 100-per cen t increase 
in quotas.  1 thi nk  t hey are pu tt in g up  $2,450 m illion, an d th ei r com­
bined q uotas  are ab out  $2.6 bill ion.

One m ight  have ask ed why  there was not anoth er  ree va luat ion of 
quo tas  an d a st reng then ing of  th ei r quota s ins tea d of  t hi s pro ced ure . 
I  th in k th ere a re tw o good reason s for th at .

One is th a t ge tti ng  int o a general  rev isio n of quota s leads to  a lot  
of  pres tig e problem s. Th ere are th e five lar ge st coun tries th a t hav e 
an  au tom ati c ri ght to elec t a governo r and In dia  is one of  those . 
Th ere are  q ues tion s of the re lat ive quota s between the  di ffe ren t cou n­
tr ie s of  Europe.

Th e othe r pro ble m is equally , or  probably more,  im po rta nt . That  
is, th at  while the Eu ro pe an  countries fel t, and we fel t, the only need 
was fo r ex tra fu nd s to mee t a crisis th at  wou ld im pa ir the  wor ld ’s 
mo netary systems , there was  no need fo r inc rea sin g the or dina ry  re ­
sources avail able to all  mem bers  whe n the y ge t int o ba lance- of-pay - 
ments  problems, spec ifica lly, the less-deve loped cou ntr ies . The coun­
tri es  of  Eu ro pe  di d no t feel there was any need , and ne ith er  did  we, 
to pu t up  more reso urces to  take  car e of  these countrie s because th e 
available reso urces of the Fu nd  are adequate fo r th is  pur pose.  Th e 
new reso urces are st rict ly  lim ited so as to be avail ab le only fo r ass ist ­
ance in sit ua tio ns  which  ma y th reaten  the wo rld  mon eta ry  situa tio n, 
which me an t the y would  hav e to th re at en  th e m ajor  cur rencies, in ­
clu din g specifically  th e doll ar.

W ha t the bo rro wi ng  a rra ng em en t does is t o pro vid e the Fun d with 
resources and  oth er usa ble  curr enc ies  th at will  en able it  to meet a dr aw ­
ing  fro m the Uni ted St ates  if  we eve r ask  fo r one, a large draw ing . 
Unf or tuna te ly , the si tuat ion is such  toda y th a t th e Moneta ry Fund’s 
resources, lea vin g as ide  ste rling , are  not  adequate to meet a draw ing 
which  we wou ld h ave  the  ri gh t to  request.

ORIG IN AL CO N TR IB U TI ONS TO IM F

Mr.  P assman . I f  we go b ack  t o the or ig inal  c ha rter  o f t he  I n te rn a­
tio na l Mo netary Fu nd , how ma ny mem ber  na tio ns  were there  at  th at  
tim e?

Se cretary D illon . Th ere  are  76 mem bers  now. I do not  know how 
many there were  o rig ina lly . We will file tha t fo r th e reco rd.

Mr. P assman. Could  we get  the or ig inal  numb er of  countrie s and  
the am ounts  the y ac tua lly  pa id  in to  the Fun d to  giv e it its  or igina l 
ca pi ta l s tru cture,  ope nin g the balance  sheet?

Se cre tar y D illon. Yes.
Mr. P assman. An d, if  you would, plea se sup pleme nt th at  in form a­

tio n wi th da ta  con cer nin g subsequen t contr ibuti on s by the  addit ion al 
members th at  hav e been add ed to  b ring  th e to ta l to  76 countrie s now.

Se cretary D illon. Yes.
(The  in form ation  app ea rs  on p. 1152.)
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U .S . PAYM ENTS TO IM F

Secretary Dillon. I might  say at this point tha t Mr. Southard, 
whom you identified as a special assistant to  the Secretary, is also the 
U.S. Executive Director  on the Inte rnational  Monetary Fund and has 
been for over 13 years.

Mr. Passman. Could you tel l us how much we have paid into the 
Fund since its inception ?

Secretary D illon. We have paid in $4,125 million.
Mr. Passman. H ow much have we drawn out ?
Secretary Dillon. As a borrowing ?
Mr. Passman. Yes.
Secretary Dillon. Nothing.
Mr. Passman. We paid tha t in, and under  the present conditions 

if we should request a loan, would the Fund be in a position to accom­
modate us?

Secretary D illon. Not a full-sized loan. We paid a quar ter of our 
quota in gold, and the res t of our payment, which is in dollars, takes 
the form of non-in terest-bearing notes tha t we give them, and if they 
need any of these notes to lend dollars to someone else, then we cash 
them and they lend the dollars to the other  country.

Mr. Passman. Is that  carried  as a  contingent obligation, or a di­
rect obligation on the Treasury’s statement ?

Secretary Dillon. It  is pa rt of the public debt.
Mr. Passman. The notes?
Secretary Dillon. The notes that are issued. I think  it is carr ied 

as a regular obligation as a part  of the debt.
M E M B E R SH IP  AND  CONTR IB UTI ONS TO  IN TE R N A T IO N A L  M ONET ARY  FU N D

Mr. Passman. Please provide f or the record the original  members 
and the members tha t came in at subsequent dates, making the total 
76, and the ir total contributions  to make up the aggregate capital 
structu re as of today.

Also, if you will, please indicate the percentage of the total amount 
of the U.S. contribution.

(The information requested fol lows:)
I nterna tio na l Monetary F und—Mem be rs hip , Quotas, and Gold H oldings, 

October 1946 and Apr il 1962
As of October 3, 1946, which was the  time  of the first ann ual  meeting of the Board of Governors, the  Fund had 39 members, with  tota l quotas of $7,472.5 

million. The atta che d table 1 gives the lis t of members and for  each member 
the quota and  the  percent of quota to tota l quotas.  Gold was  not .vet payable 
to the  Fun d as of th at  date . Gold holdings as of March 31, 1947, af te r ini tial  gold paym ents had been completed, amounted to $1,304.3 million. As of that  date total quotas amounted to $7,710.5 million. Of the lis t of members in table  
1, Czechoslovakia and Poland have ceased to be members. Egypt has  become the  United Arab Republic.

As of April 30, 1962, as shown in table 2, the  Fund  membership had increased 
to a total of 76. Total  quotas amounted to $15,056.9 million. As of tha t same 
date,  the  Fund’s gold holdings amounted to $2,100 million. The doubling of quotas between the  two date s reflec ts the  near-doubling of members and also 
the genera l increase in quotas in 1959-60 which amounted to 50 percent with  
larger  increases in some instances . One consequence of these  two causes of quota increases has been the  decrease in the U.S. pe rcent  in  tota l quotas. As of October 3. 1946. as shown in tab le 1, the  U.S. quota was  36.80 percent of tota l quotas, while in April 1962 the  percent was 27.40.
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T a b l e  1.—Internationa l M one tary  F und— Memb ership a nd quotas as o f Oct. S, 1946
[In  mi llio ns  of U .8 . dolla rs]

C ou nt ry Qu ota Pe rc en t 
of tot al

Cou nt ry Qu ota Pe rcen t 
of tot al

Belgium ________ ___________ 225.0 3.01 In d ia ........... . .......... .......... ......... 400.0 5.35
B nliva 10,0 . 13 Ir an________ 25.0 .33
Bra zi l_____________________ 150.0 2.01 Ir aq _________ - ___ 8.0 . 11
C an ad a____________________ 300.0 4.01 Lux em bo ur g. __ 10.0 .13
Chi le ............................................. 50.0 .67 Mexico_____ . 90.0 1.20
C hin a_____________________ 550.0 7.36 N et he rl an ds .__ 275.0 3.68
Co lom bia ___ ______________ 50.0 .67 Nicarag ua ______ 2.0 .03
Co sta  B ic a_________________ 5.0 .07 Nor way _______ 50.0 .67
Cub a____ __________________ 50.0 .67 Pa na m a________ . 5 .01
Czech oslov akia_____________ 125.0 1.67 Pa ra gu ay _______ 2 0 .03
D en m ar k__________________ 68.0 .91 P eru ____________ 25.0 .33
Dom inican  R ep ub lic________ 5.0 .07 Ph ili pp in e R ep ubli c. ..  . 15.0 .20
Ecu ad or ___________________ 5.0 .07 Pol an d........................ 125.0.0 1.67
E gypt_____________________ 45.0 .60 Un ion  of  S outh Afr ica . 100.0 1.34
El Sa lvad or _________ ______ 2.5 .03 Uni te d Ki ng do m_____ _____ 1,300.0 17.40
E th io pia ___________________ 6.0 .08 Uni ted Sta tes ................... 2,750 .0 36.80
Era ne e 525.0 7.02 U ru gu ay _____________ 15.0 .20
Gree ce 40.0 .54 Y ugos lav ia______________ 60.0 .80
Oiifttomalft 5.0 .07
Hon du ra s__________________ 2.5 .03 T ota l________________ 7,472 .5 » 100.00
Icelan d.......................................... 1.0 .01

* Th e figu res show n in  t he table do  n ot a dd  to  100 because of rou nd ing .

T able  2.— Internationa l Monetary Fu nd— Members and  quotas, through Apr. SO, 
1962

[Quo tas  i n mi lli on s of dolla rs]

M em be r Quo ta

(1)

Su bs cr ip tio n *

Gold

(2)

Cu rre nc y

(3)

Afgha nista n_________ ____________________________________ 22.5 5.6 9.4
A rg en tina. ____________ _________________________________ 280.0 70.0 210.0
Au str al ia  . .  . . . . . .  . .. 400.0 58.4 341.6
A ust ri a ..  . .  . . .  ........................ 75.0 11.2 63.8
Belgium ____________ _________ __________________________ 337.5 84.4 253.1
Bo liv ia__________________________________________________ 22.5 5.6 16.9
Br az il___________________________________________________ 280.0 70.0 210.0
B urm a............................................. . ..................................................... 30.0 4.3 25.7
C an ad a . . . . . . 550.0 137.5 412.5
Ce vl on ____ _____________________________________________ 45.0 8.3 36.7
C hi le .................................. . ........................... . ....................................... 100.0 21.3 78.7
C hin a.................................. .................................................................... 550.0 . 1
Co lombia_______________________________________________ 100.0 25.0 75.0
Cos ta  R ica_____________________________________________ 15.0 2.9 12.1
C u b a  . . . .  . . 50.0 12.5 37.5
C ypru s______________ _________ _____ ______ ______ ____ 11.2 2.0
D en m ar k............. .......... . ............ ............................................. .......... 130.0 21.4 108.6
Do mi nica n Re pu bl ic___ _________________________________ 15.0 3.8 11.2
Ecu ad or _______________________________ ______ ________ 15.0 3.8 11.2
El Sa lvad or ....................... .............. .................................... ......... 11.2 2.8 8.4
Eth io pia ........... .............. ....................... _...................................... 11.4 1.4 10.0
F in la nd........................................ .......... ........................... ............ 57.0 5. 5 51.5
Fra nc e______________________________________________ 787.5 173.7 613.8
German y (Federal  R ep ub lic )_____________________________ 787.5 147.4 640.1
G ha na ________________________________________________ 35.0 5.5 29.5
Greec e________________________________________________ 60.0 15.0 45.0
G ua tem ala__________________________________________  . 15.0 3.8 11.2
H a i t i .. ..................................... .......................................................... 11.2 2.8 8.4
Hon du ra s_____________  . _____________________________ 11.2 2.8 8.4
Ic el an d___________________________________________ ______ 11.2 2.8 8.4
In d ia ............ ................................................................. ......................... 600.0 77.5 522.5
In do ne sia____________________________________ ____ ______ 165.0 29.2 135.8
Ir a n _____________________ ________________  _______  ___ 70.0 17.5 52.5
Ir a q _____ __________ ____ ___ ____________________________ 15.0 1.8 13.2
Ir el and_________________________________________ ____ ___ 45.0 8.3 36.7
Is ra el _____________________________________________ ___ _ 25.0 6.2 18.8
It a ly __________________________________________________ 270.0 67. 5 202.5
Japan_________ _________________ _____ _______________ 500 0 125.0 375.0
Jo rd an .......................................................................... . ......................... 6.3 .9 5.4

See footnote a t end of table, p. 1154.
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Table 2.—International Monetary Fund—Members and quotas, through Ayr. SO, 
1962—Continued

[Qu otas in milli ons  of  dol lars )

Mem ber Qu ota

(1)

Su bs cr ip tio n 1

Gold

(2)

Cu rren cy

(3)

Korea , Re publ ic of __  ___________________________________ 18.8 4.7 4.7
Laos  __ ______________________ - _______________________ 7.5 1.9
Le ba no n_____________ ____ _____________________________ 6.8 .8 5.9
Lib er ia ..  ______________________________________________ 11.2 .2
L ib ya. ..  ______________________________________________ 11.0 1.7 9.3
Lu xemb ourg____________________________________________ 12.0 1.0 11 0
M alay a__ - ______________________________________________ 32.5 2.8 5 6
Mexico ________________________________________________ 180.0 45.0 135.0
Morocco________________________________________________ 52.5 5.6 46.9
N ep al___  ___________________________________________ . . . 7.5 .3
Net he rlan ds _____________________________________________ 412.5 103.1 309.4
Ne w Zeala nd____________________________________________ 125.0 31.2 93. 8
Nicarag ua _______________________________________________ 11.2 2.8 8. 4
Niger ia . _______________________________________________ 50.0 5.0
Nor way _________________________________________________ 100.0 25.0 75.0
Pak is ta n________________________________________________ 150.0 16.0 134.0
Pa nam a________________________________________________ .5 .1 .4
Pn ragn av  . . . . . 11.2 2.8 8. 4
Pe ru  _______________________________________________ 32.5 5.0 27.5
Ph ili pp in es ____________ ____ _____________________________ 75.0 18.8 56.2
Po rtug al ________________________________________________ 60.0 15.0
Sa ud i Arabi a____________________________________________ 55.0 13.8 41.2
So uth  Afr ica____________________________________________ 150.0 37.5 112.5
Sp ai n___________________________________________________ 150.0 22.5 127.5
Su dan __________________________________________________ 15.0 1.6 13.4
Sw ed en _________________________________________________ 150.0 29.5 120.5
Sv ria  __________________________________________________ 15.0 2.3 12.7
Th ai la nd  _______________________________________________ 45.0 11.2 24.4
Tu ni sia ____________________________________  _______ 16.2 1.5 3.2
Turk ey ____________ ___________ _________________________ 86.0 21.5 64.5
Uni te d Arab Rep ub lic ___________________________________ 90.0 17.0 73.0
U ni te d K in gd om ________________________________________ 1,950.0 398.8 1,551.2
Uni ted St at es ___________________________________________ 4,125.0 1,031.2 3,093 .8
Uru gu av ________________________________________________ 30.0 7.5 22.5
Ve nezuela ______________________  _______________________ 150.0 37.5 112.5
V ie tn am _____ ______ _____________ ____________ ____ _____ 18.5 4.6 4.5
Yu go sla via.................................. ....................... . ................................

Cur re nc y.............................................. .............................. .......

120.0 22.9 97.1

11,117.3
Gold acco un t: Inve stmen ts , gold  1_________ __  „ 3,195.1
Su bs cr ip tio ns  rece iva ble _____________________________ 744.5
T ota l....................................... . ......................................... ......... 15,056. 9 15,056.9

1
1 In c lu d e s  U .S . G overn m en t sec u ri ti e s  a n d  fu n d s  a w a it in g  in v e s tm e n t o b ta in ed  fr om  

p ro ceeds o f sa le  of go ld . U pon te rm in a ti o n  of in v e stm en t,  th e  sa m e q u a n ti ty  of  go ld  can  
be  re a cq u ir e d .

RATIO OF U .S. CONTRIBUTIONS TO TOTAL

Mr. P assman. Under the authorization we would be required, upon 
request, to furnish $2 billion, as compared to a total o f $4 billion tha t 
the other nine would make available if called upon ? We are commit­
ting  ourselves to one-third  of the total?

Secretary  Dillon. Tha t is correct.
Mr. P assman. Somewhere you mentioned 28 percent.
Secretary  Dillon. I said our total contribution  to the Monetary 

Fun d as a whole at this moment is about 27.5 percent of the wrhole 
$15 billion of the International Monetary Fund.

Mr. P assman. This action would not actually increase the original 
capital s tructure ?

Secretary Dillon. No.
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EM ER GENCY N ATURE OF  LO AN

Mr. P assman. This would be money available, and if we should be 
called upon to advance $2 billion, it  m ight be tha t in  a few years this 
would be paid back to the Treasury?

I t is not an indefinite addition to our quota ?
Secretary Dillon. That is correct.
Mr. Passman. It  is of an emergency nature; and, if it should be 

paid in, you would have good reason to believe, if the situation should 
change, the $2 billion would be returned to the U.S. Treasury?

Secretary  D illon. That is correct.
I would like to say one other thing.  There can be no call on the 

United States  as long as our balance-of-payments situation is in 
difficulty.

Mr. Passman. If  and when you are called upon to put  up $2 bil­
lion, at least you could look forward to it coming back to the U.S. 
Treasury within 5 years?

Secretary Dillon. Yes.

IM F  PA Y M EN T S BY  M EM BER  CO UNTR IE S

Mr. Passman. Has each member pa id in its full quota agains t the 
original pledge to the Charter?

Secretary  Dillon. China has not.
Mr. Passman. That is understandable.
Secretary  Dillon. Wi th the exception of China, I think they all 

have except possibly some of the very new ones.
Mr. Southard. We can file a list.
(The information follows:)

Balances not due of subscrip tions to capital (as of  Apr.  SO, 1962) (Members 
whose par va lues  have not yet been, establishe d)

[ In  th ousa nds of  doll ar s]

Afgha nis tan_________________ 7, 500
China_____________________  540, 045
Cyprus------------------------------- 9, 297
Korea_____________________  9, 375
Laos______________________  5, 025
Lib eria____________________  11, 092
Malaya____________________ 24,125
Nepal_____________________  7, 238

Nigeria____________________  45, 000
Po rtu ga l___________________ 45, 000
Thailand____________________  0, 374
Tunis ia____________________  11, 580
Vietnam____________________  0, 375

To tal________________  744,527

All of the  above members except China  have made the requ ired  gold pay­
ment  to the Fund.  Their  subscrip tions in the  form  of non-in teres t-bearing 
notes in their own currencies are  not payable until pa r value s have  been esta b­
lished. The par value  for  the  Por tuguese escudo was  recently  establ ished and 
th at  currency payment will shor tly be made.

PO SIT IO N  OF SW IT ZE RL AN D ON  IN T E R N A T IO N A L  M ONET ARY  FU N D

Mr. P assman. I s Switzer land a member of the In terna tional Fund  
or of the World  Bank ?

Secretary  Dillon. No.
Mr. Passman. Are they making a contribution  to the special fund?
Secretary  Dillon. No, sir ; not as pa rt of this agreement. I un­

ders tand the Swiss would like to make a para llel arrangement, both
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with these countries and with the Monetary Fund, and they are in the 
process of working on legislation they will have to have to make that  
possible. They took par t as observers in the meetings that  led up 
to this agreement. They are fully fami liar with it and they informed 
Mr. Jacobsson of their  intentions.

BREAKDOWN OF U.S. QUOTA TO INTERNATIONAL MONETARY FUN D

Mr. Passman. Of the $4 billion plus that we have contributed, 
what pa rt represents non-interest-bearing notes?

Secretary Dillon. It  would be three-quarters of tha t $4 billion, 
less the amount that has actually been used, which I thin k is about 
$380 million.

Mr. Passman. Would you furnish  tha t information to us for the 
record ?

Secretary  D illon. We will furnish the details for the record.
(The information  follows:)

The U.S. quota in the Int ern ati on al Monetary Fun d is $4,125  million. Of 
this amount the United States paid  in gold $1,031,250,000,  and non- inter est-h ear­
ing notes may be sub stituted  for  the  bala nce  of $3,003,750,000.  As of April 30, 
1962, the  amo unt of non-interest-b earing notes outs tand ing,  accord ing to the 
Tre asu ry daily  state men t, was $2,620 mill ion; the difference of $474 million be­
tween this figure and the theore tica l maxim um of $3,093,75 0,000 represe nts the 
Fun d’s net use of dolla rs for  draw ings,  adm inistrative expenses in dolla rs, and 
workin g balan ces as of A pril 30, 1962. At th at  date, net use of doll ars for draw­
ings amou nted to $386 million.

CURRENCY SALES AND REPAYMENTS

Mr. P assman. Do you anticipate any of t ha t amount coming back 
into the U.S. T reasury ?

Secretary Dillon. That comes in and out very rapidly.
When we first submitted this  some 6 months ago, th at  figure was 

over $600 million, and now it is down to about $380 million, which is a 
result of some repayments by Austra lia and by the United Kingdom, 
and there may have been some other smaller ones.

We can furnish the figures of repayments over the last  year so you 
can see how tha t changes.

(The information re ferred to  follows:)
IMF  Currency Sales and Repayments

The accompanying tab le gives the  currency sales and repa yme nts of the Fun d 
from  the  beginning of oper ation s in 1947 through 1961. Tota l sales have  
amo unte d to $6,162 million, of which,  $4,024.7 million or approxim ately  65 per­
cent were in U.S. dolla rs. Beginning with  1958 the tran sac tions in currencies  
oth er tha n U.S. dol lars  began to increase . In 1961, the ra tio s were reverse d, 
wit h appro ximately two- third s of to ta l draw ings  being made  in currencies  oth er 
th an  U.S. dollars.

As f or repaym ents, it  may be n oted th at  tota l repayme nts amounted to $3,586.4 
million, which means th at  approximate ly 60 perce nt of all draw ings  have been 
repai d. If  the  larg e draw ings  of 1961 were excluded  the  perce ntage  of repa y­
men t would be much higher. The figures emphasize the  sho rt-te rm cha rac ter  o f 
Fun d operations. Currencies are bough t from the  Fun d when countries are  in 
balance-of-paym ents difficulties and repayments are  made as soon as those diffi­
cult ies are  surmo unted, but  in any event  no t lat er  tha n 3 to 5 y ears as an outside 
limit . As the table shows, in the  yea rs 1956, 1957, and 1961, the Fund sales of  
dol lars  sub stan tial ly exceeded repay ments. In other years, such as 1958, 1959, 
and 1960, repay ment s of dol lars  to the  Fun d sub sta ntially exceeded the  Fun d’s 
new s ales  of  dollars.
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The larg est  am ount of U.S. dol lar sales ou tstanding at  any one tim e was $2,127 
million  in Septem ber 1958.

International  Monetary Fund currency sales and repayments through 1961 
[E xp re ss ed  i n  m il li ons of  U .S . do lla rs ]

C ale ndar' years

Sa les R epaym en ts  *

T o ta l
U .S .

do ll ar s
O th er

cu rr en ci es T o ta l In  g o ld J
In  U .S . 
do llar s

In  o th e r 
cu rr en ci es

B y  o th e r 
cou n tr ie s’ 
d ra w in gs

T o ta l_____  . . . 6,16 2.0 4,02 4.7 2,13 7.3 3, 586 .4 413 .0 2,6 87 .0 185.0 30 1.4

1961 _______________ 2,478. 5
279 .8
179.8
337 .9 
977.1
692 .5

27 .5
62 .5

229 .5 
85.1
34 .6

822.0
148 .5
138.5 
252.2  
977.1
677.5

27 .5
62 .5
67 .5 
85.1

6.6

1,656 . 5 
131.3  
41.3 
85 .7

769 .6
681.0
607 .5
368 .9

63 .8 
113. 3
232.5
209 .9
320 .5
101.5
73.8
23 .9 

2. 6
11.4  
6. 1

47.4
32.4

131.2
76 .8 
51.6

- 4 .1
58.5 

- 3 9 .3
- 8 .6
48 .2
14.8
3. 0
1.0

521.2 
621.7 
442 .0 
270 .9

12.2
117.4 
174.0
249.2
171.4
53.3
31 .0
20 .9

1.6

185.0 16.0
26 .9
34 .3
21 .2

I96 0
1959................. ...............
1958 ......... ............. .......
1057
1956 _____________ 15.0
1055
1054
1953 _____ ________ 162.0 157.6
1052
1951 ____ ________ 28 .6 28 .0
1050
1040 101.5

208 .0
467 .7

101.5
196.6 
461. 7

1948 ______________ 11.4  
6. 1

11.4
6.11947 _______________

1 In clu des  ap pro x im ate ly  $6,000,000 ar is in g  from  se tt le m en t of  accoun t w it h  re sp ec t to  a d ra w in g  by  
C ze ch os lo va ki a,  a fo rm er  m em ber,  in  1948. E xclu des  m em b er’s re purc hase s on  su bsc ri p ti on  ac co un t.

1 N eg at iv e fig ur es  ref le ct  a d ju stm en ts  to  e a rl ie r re p ay m en ts . E n tr ie s  fo r 1953 an d  1960 in c lu de th e  c oun ­
te rp a r ts  of th ose  re p ay m en ts  b y  o th e rs ’ d ra w in gs in  cu rr en ci es  o f m em ber s w ho se  n e t dr aw in gs w er e ze ro, 
b u t  fo r w hom  (o w in g to  th e  su b sc ri p ti o n  ac co unt)  F u n d  hold in gs of  t h e ir  cu rr en ci es  w ere in  excess of 75 
p e rc e n t of quo ta .

Mr. Passman. The only cost to the U.S. taxpayer would be tha t 
pa rt which we actually paid  in dollars tha t we had to borrow in order 
to make them available.

This  appropriation shall remain available u ntil  expended, and that  
simply means this is permanent a uthority ?

Secretary D illion. Yes.

AP PE ARANCE  OF  U .S . CO N TRIB U TIO N  ON  TR EA SU RY ST ATEM ENT

Mr. Passman. And you may or may not issue bonds aga inst the $2 
billion.

At what point will i t enter on the Treasury statement as an obliga­
tion? Will it be when we are called upon to make the  contribution?

Secretary  Dillion. I would say as soon as this agreement becomes 
effective, a t tha t point we would have to make some notation on the 
Treasury statement, and I would like to furni sh a legal document on 
tha t, exactly what the effect would be a t tha t time. Nothing would 
happen unti l such time as th is borrowing arrangement became effec­
tive, which would be when seven of the members with a total of $ 5^  
billion have approved it;  if the  United States approves it, all we need 
is one other,  either Belgium, the Netherlands , or Canada, and all of 
those will come some time in the next few months.

(The information referred to follows:)
The app ropriat ion  of $2 billion, if approved  by Congress, would appear in the 

Tre asu ry report  entit led, “Budgetary  Appropriat ions and Othe r Authorizations, 
Exp end itures and  Unexpended Balances .” This  is a cumulative report  which is 
publi shed monthly . The app ropriat ion  will app ear  thro ugh out  fiscal year  1963 
und er the  heading, “Fun ds Appropriated to the  Pre sident ,” and  an app ropriate
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subheading describing it as being for purposes of the International Monetary Fund. Thereafter, it will appear in this report under the same heading as an unexpended balance. If and when these funds, or  any portion thereof, should be expended, such expenditure would likewise appear under this heading.At the end of fiscal year 1963, the $2 billion appropria tion will be included in the “Combined Statement of Receipts, Expenditures, and Balances of the U.S. Government,” under the heading “Funds Appropriated to the President,” and an appropriate descriptive subheading. Thereafter  it will appear in this report as an unexpended balance. If  and when these funds, or any portion thereof, should be expended, such expenditure would likewise appear under this heading.
The $2 billion will also appear, until expended, in a statement compiled a t the end of each fiscal and calendar year and enti tled “Long-Range Commitments and Contingencies of the U.S. Government.” It  will be shown in this statement as an undisbursed commitment to make future loans.
If and when these funds, or any portion thereof, should be expended, the ex­penditures will appear in the “Monthly Statement of Receipts and Expenditures of the U.S. Government,” under the classification, “Funds Appropriated to the President,” and an appropriate descriptive subheading. The expenditure will also appear under “Withdrawals” in the “Daily Statement of the U.S. Treasury."The reports of the Treasury Department disclosing the financial operations of the Government are based upon a number of statu tes enacted over the years to insure the full and accurate reporting  of all data pertain ing to the financial operations and condition of the U.S. Government.
Mr. P assman. I t would be expected that it should be available in this  calendar year ?
Secretary Dillon. I think it may well be effective, we would hope, by early fall, since one of these three  countries will probably be able to approve it by September.

POSSIBILITY OF USE OF FUN D BY UNIT ED STATES

Mr. P assman. Assuming the committee would approve it, if this 
appro priat ion should be made available along with the other  money bills, possibly in August or September, do you think tha t would be 
in ample time? Would any p arti cular harm result  if the money was not forthcoming before that time ?

Secretary  Dillon. From the poin t of view of our balance of pay­ments, I would like this to en ter in to effect as soon as it can, but i t will not be able to  until one of the other countries o f these three act, and I  think the earliest time would probably be sometime early in August.
Mr. Rhodes. I thought in your statement  you said t ha t the chance of using this appropriation would be rather  remote.
I f  that  is so, how can this affect the balance of payments ?
Secretary D illon. The chance of our having to put up money would 

be remote. The chance of our using it, I hope, will be remote, but I would like-----
Mr. Rhodes. I f  it is going to have any effect on the balance of pa y­ments th is fiscal year, then you are going to have to use it  rig ht away.
Secretary Dillon. I do not think our balance of payments is in such shape tha t anyth ing would happen, or we would have to use it right away.
Mr. Rhodes. If  you have to have this enacted so you can have it affect our  balance-of-payments picture  by Augus t o r September, you 

are going to use i t as soon as the  consortium comes into  effect.
Secretary Dillon. Tha t is not what I mean at all.
If  you will note what I said here, I pointed out quite clearly, and I think th is has been the view of Mr. Jacobsson and everyone concerned
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with it, in fact, it has been expressed by many other  finance minis­
ters, tha t the mere fact of having these funds available so the specu­
lators  know they are available will act as a very substantia l deterrent 
to any speculative attack  on the dolla r tha t might  conceivably be 
launched.

Mr. Rhodes. Did you not mean to say the outflow of gold rath er 
than the balance of payments ?

Secretary  Dillon. I would say the outflow of gold as well as the 
balance-of-payments deficit.

I stand corrected.
They are somewhat similar.
When people move short-term funds  abroad, tha t contributes  to 

our balance-of-payments deficit, and if the foreign countries convert 
these dollars into gold, tha t causes an outflow of gold.

Mr. R hodes. The balance of payments is not affected by confidence 
and the outflow of gold is ?

Secretary  D illon. The balance of payments is also affected by con­
fidence, Mr. Rhodes.

Mr. R hodes. I do not see how it can be affected in such a short  pe­
riod of time.

If  you recall the  original question, whether or not the roof would 
fall in if we did not pass this bill before August or September, you 
made the remark it would have an adverse effect on the balance of 
payments.

Secretary  Dillon. No, no; I  did not say tha t.
I just said I would like to have th is available as soon as possible as a 

protection. I did not say it would have an adverse effect if it was 
not passed.

Mr. Rhodes. As a protection on the balance of payments. The 
words “balance of payments” were used.

Secretary  D illon. But confidence does affect your balance of pay­
ments because the fact  is, when people lose confidence they withdraw 
short-term funds from one country to another country, and tha t is 
pa rt of  our balance of payments, the movement of short-term capital. 
In  fact, tha t has been one of the majo r problems of our balance of 
payments in the last few years.

Mr. Rhodes. I understand that is true.
I do not want to belabor this any more than necessary. Did you say 

tha t if  we do not pass this before September or  August, there would be 
some effect on the balance of payments.

Secretary Dillon. No.
Wh at I said, if I  may make myself perfectly clear-----
Mr. R hodes. I  wonder if  we can have the stenographer’s notes read.
(Answer read.)

POSITION  OF LOAN TO IM F ON TREASU RY STATEM ENT

Mr. Passman. From the inception of the Internatio nal Monetary 
Fund , which dates back some 16 years or more-----

Mr. Southard. 1946 is when it s tarted functioning.
Mr. Passman. Our commitment to the Fund is in excess of $4 

billion, and the Fun d has never been called upon at any time to ad­
vance any more than, I think, about $977 million in any one year.
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One year no U.S. dollars were sold by the fund. With  these non- 
interest-bearing notes being held by the  organization until  such time 
as we are called upon for additional funds to be made available, and 
with this kind of a backlog of $3 to $4 billion tha t we have not been 
called upon to advance in the past, what, then, would be the need fo r 
putt ing an additional $2 billion on top of tlie $3 billion tha t you 
have not been called upon to utilize, and in all probabi lity you will 
not be so called upon ?

It  would appea r that  when this appro priat ion is made you will 
enter it as an obligation on the Treasury statement, and so fa r as 
Mr. and Mrs. America is concerned, tha t will, from then on, until 
the end of time, remain as an obligation of the U.S. Government 
through the Treasury.

Secre tar y Dillon. Either  as an obligation or a contingent 
obligation.

Mr. Passman. Reading the statement, we read it as an obligation.
CO N TIN G EN T L IA B IL IT IE S OF T H E  U N IT E D  STAT ES

That would prompt me to want to know, how many such transac ­
tions do we have on tha t Treasury  statement. It  may be jus t a little 
encouraging to the American taxpayer  to understand there might 
be several billion dollars listed as obligations which, in reality, may 
not actually be obligations.

Secretary Dillon. The biggest other  ones I  would assume are the 
obligations under the World Bank tha t we have taken. They can 
only be called if the World Bank’s loans go into default and if the 
reserves th at they have already built up are not large enough to take 
care of the defaults. Then a par t of tha t could be called.

There are many millions of that. We can give you tha t figure 
for the record.

(The information follows:)
The contingent liability of the United States on its subscription to the International Bank for Reconstruction and Development amounted to $5,715 million, as a t December 31,1961. (See also tabulation, p. 1168.)

PU RP OSE  OF  PR OP OS ED  IM F  LO AN

Mr. P assman. In  this part icular case we do have all of the U.S. 
contribut ion of gold and dollars of over $4 billion intact, ready to 
make available if we should be called upon to do so, and in the 16 
years’ existence of th is organization, the la rgest annual sale of dollars 
has been $977 million in 1957, and the lowest was in 1950 where no 
sales of dollars occurred.

Do we have any reason to add to this tremendous fund other than to 
create confidence in the American dolla r ?

Secretary  D illon. I think  that the real streng th here is the fact the 
European countries and Canada  and Japan,  who are takin g par t in 
this special arrangement, are making available very substantial sums 
of their currencies of which the Fun d now has an inadequate supply, 
and which could really be used by, and some day might be of very great 
importance to, the United States.

It  is, therefore, important for the United States to be a participant, 
and I  think these countries felt it was incongruous to have an arrange­
ment whereby they put  up nearly all the  funds and the United States 
was a part icipa nt in only a nominal amount because that would have
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the appearance t o the world t ha t the United  States under  no circum­
stances was willing to do its trad ition al share.

I th ink t hat  is the  reason the  Uni ted States  is in here for a substan­
tial  amount when the chances are, as you have so clearly pointed out 
and as I  have said in my statement, there is no chance in  the foresee­
able future th at we would need to use these funds.

The only time th at  a situa tion could arise where these funds of ours 
would be called upon would be if a situation arose where, at the same 
time, the United  Kingdom and all the countries  of continental Europe 
got into balance-of-payments trouble  a t once and we were not.

Mr. P assman. Such a situa tion is both improbable and remote. 
Secretary Dillon. That is extremely remote.
Mr. P assman. I am sympathetic to this request, because Air. Dillon 

is asking for it, but tha t statement itself would almost warrant  a 
postponement.

DRAWINGS AGAINST IM F BY PART ICIPA TING  NATIONS

I would like to ask Mr. Southard, of the  total  amount of $12 billion, 
using round figures, originally  pledged to the capita l, what has been 
the largest amount th at has been outstanding at any one time?

Air. Southard. In the aggregate ?
Air. Passman. Yes.
Air. Southard. We have had outstanding—and I will clear the 

figures for the record—we have had outstanding a t a given time total 
drawings of about $3 billion. (The exact figure is $2.9 billion.)

Mr. Passman. Which would be about 25 percent of the tota l struc­
ture?

Air. Southard. Yes.
Air. Passman. Here you are with a fund  of over $12 billion, and 

under the many conditions  tha t have existed in the p ast 16 years, the 
largest amount in the aggregate tha t the fund  has ever had out has 
been some 25 percent, which is about $3 billion.

For you to rea lly need th is fund, prac tically every European coun­
try would have to have an unfavorable ba lance of payments situation 
at one time.

Secretary Dillon.. Fo r this fund  to have to  be used by other coun­
tries, tha t is correct, but for  the United States  to make use of it, the 
situation  w’ould be quite different.

I might point out  the fact that  la st year, when the United Kingdom 
got into balance of payments difficulties, they had to  make a substan­
tial drawing to stop it. The ir drawing was $1.5 billion plus a $500 
million standby, or a total  of $2 billion. The ir to tal quota wa s$1,950 
million.

In other words, to staunch this speculative flow against the pound 
sterling, they had to draw the ir whole quota.

In  a similar situation for the United States, if tha t should ever 
occur, and if we had to draw our whole quota, tha t would be some­
thing over $4.1 bil lion in one transaction that  the United States might 
have to draw. To do that, in funds  t ha t would be usable—and it is 
very difficult under present circumstances to be certain tha t the  pound 
sterling would be usable in view of last year’s problems, and the
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strong currencies at the moment are the continental currencies—the 
fund would have to have adequate resources of continental European 
currencies which are the strong currencies today. It  is to get tha t 
$2,450 million from the Common Market countries and the e xtra  $100 
million from Sweden, or something over $2.5 billion from Conti ­
nental Europe, which is, from the U.S. point of view, a primary 
reason for th is arrangement.

Air. Passman. I can assure you, Mr. Secretary, tha t I am ju st try­
ing to understand it.

(Off the record.)

RE LA TION SH IP OF IM F TO FOREIGN  ASSISTANC E

Mr. P assman. Could it be, Mr. Secretary, tha t this is another type 
of foreign aid program?

Secretary Dillon. Not in the slightest. I think tha t is very clear 
because there is a provision in here tha t none of the funds to be ob­
tained by the Monetary Fund  under this  could be used for any purpose 
except the purpose of making loans to these 10 part icipating coun­
tries to stabilize their  currencies if there is a threat to the monetary 
system of the world.

Also, there is a provision th at the dollars we pay in—if the United 
States is the country tha t makes the drawing—these dollars would 
be frozen so they could not be reloaned by the Monetary Fund to any 
underdeveloped country, or to any country not a member of this 
group.

DEBT OF ITAL Y TO UN ITED  STATES LIQUIDATED

Mr. P assman. Mr. Secretary, recently you were in Italy, and under 
an agreement with the Ital ians  they liquidated their  indebtedness to 
the United States, in full, in the amount of about $179 million.

Secretary Dili.on. Yes; it is about $179 million.
Air. P assman. When I referred to the record, I learned tha t since 

the end of World AVar II  our foreign assistance to Ita ly had been 
$5,641,900,000, so the percentage of the total they returned was ex­
ceptionally small.

Mr. Conte. Mr. Chairman, will you yield? .
Air. P assman. Yes.
Mr. Conte. Air. Secretary, the $5,600 million mentioned, is part 

of that  military assistance p rogram to Italy?
Air. Passman. Tha t is the total of the assistance to Italy  since the 

end of AVorld W ar IT.
Air. Conte. What par t of tha t is military assistance?
Air. P assman. AVe will break down the $5,641,900,000 th at has gone 

to Ita ly  since the end of AVorld AA7ar II  and put  a complete spread 
on the record. A g reat pa rt of i t, of course, was indirect. Italy, for 
example, is one of the countries to which we sent milit ary assistance 
in excess of thei r requirements, although the mili tary  assistance 
group in Ita ly was begging us not to send it.  Let the record show 
tha t, if you want the  record complete.
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(The following was submitted for the record:)

I ta lia n  D ebt  P rep aym en t

In  May 1962 ag reem ent was rea che d with  Ital y fo r the  prepay me nt of the 
•outstanding debt of th e It al ia n  Go vernment  to the  Un ited St ates  on account 
of  loa ns made un de r the M arshall  pla n and  loans made from th e pro ceeds 
of the  s ale  o f ag ricu ltu ra l prod uc ts under Pu blic Law  480.

The to ta l paym ent to be ma de  is $178.6 mill ion, of which $85.6 mi llio n repr e­
sents  the  st ill  ou tst an ding  am ou nt of loa ns  ma de un de r the Marshall  pla n an d 
ab ou t $93 mil lion  of ob ligations re su lti ng  fro m Pu bli c Law 480 sale s. The 
recent  agree me nt does no t cover the  indebted ness of ab ou t $50 mil lion  resu lti ng  
fro m the  sal e of merch an t ships  and su rp lus prop er ty  and othe r sm all  cred its  
to pr ivat e en ter pr ise s.

In the  po stw ar  per iod  thr ou gh  December 31, 1961, to ta l as sis tanc e to Ital y 
am ounte d to $5.5 bill ion gro ss and $5.1 bill ion  ne t af te r allo wan ce fo r repa y­
ments  on cred its  and  for reve rse  gr an ts  received from Ita ly . Of ihe  ne t amoun t. 
$2.1 billion wa s in th e form  of m ili ta ry  gr an t aid,  $2.7 bill ion  in th e form  of 
gr an ts  un de r the M arshall  pla n an d va rio us  othe r pro gra ms , and  $0.2 bill ion  
in cred its  un de r the se program s. (Gros s cred its  and  othe r no ng rant  as sis tanc e 
to ta led $0.6 bill ion  bu t rep ay me nts  by  It al y up to th e end of la st  ye ar  broug ht  the  
ne t figure to  $0.2 billi on. )

In  the  case of Ita ly , as  with  the  othe r coun tri es  pa rt ic ip at in g in th e Marshall  
pla n, the  bulk  of as sis tanc e was on a gr an t bas is. In the imme dia te po stw ar  
per iod , the  It al ia n  economy op erate d a t a low level  as  the re su lt  of m ili ta ry  
op erat ions  and diso rgan izati on  of pro duction, and  It al y had rel ati ve ly small 
mo ne tar y reserv es.  With  It al ia n recove ry aft e r th e wa r, product ion  inc rea sed  
and It al y has inc rea sed its  mo ne tar y reserv es,  no tab ly in the la st  6 or 7 yea rs.

IM F  LO AN  PE R M A N E N T  C O N TIN G EN T L IA B IL IT Y

Mr. Passman. We mentioned awhile ago, Mr. Secretary, about the 
authorization language making  the  amount available until  expended. 
When this debit or credit is once entered  on the Treasury statement, 
can i t be altered or put  back withou t an amendment of the law ?

Secretary Dillon. No. It  is a permanent cont ingent liability.

CANADIA N F IN A N C IA L  TR AN SA CT IO NS

Mr. Passman. I believe I read in the press the other day tha t 
Canada borrowed $300 million from the Inte rnat iona l Monetary 
Fund.  Those funds are made available  immediately, are  they not?

Secretary  Dillon. This is the equivalent of what I described in 
my sta tement of about a $2.3 billion drawing  fo r the United States.

Mr. P assman. But  it is made available immediately if you are a 
member nation and have lived up to your commitments ?

Secretary Dillon. That is r ight . This is made available, I think, 
in a matter of a few days.

Mr. Southard. It  is always made available 3 days after the action 
of the board. I think  the chairman knows none of this Canadian 
drawing is in U.S. dollars , which I think is of  interest.

Mr. P assman. I t certainly is.
Did we also make them a loan in U.S. dol lars about the same time?
Secretary  Dillon. There were two transactions from the United 

States. One might be called a loan, which was by the Export-Import 
Bank. The Exp ort- Import Bank gave them a standby credit  to buy 
goods in the Uni ted States. The to tal of this as announced was $400 
million, and I  would like to go off the record a moment.

Mr. P assman. Certainly .
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(Discussion off th e record .)
Mr. Passman. They have increased thei r ta riffs substant ially, and 

they say they will cut down on Government expenditures substanti­
ally, and it may be that  will create an improved situation and they 
will not have to use this credit at all.

Off the record.
(Discussion off the record.)
Mr. P assman. Would you mind mentioning  the terms of tha t loan, 

if it is not in violation of policy ?
Mr. Southard. The fund drawings are nearly all standard. We 

advance with the expectation of repayment in 3 to 5 years, and this 
was the s tanda rd 3- to 5-year advance to the country. I t happens  all 
to have been in European currencies, but i t is a standard IMF  3- to 5- 
year advance.

Mr. Passman. Off the record.
(Discussion off the record.)

INT EREST-R EARIN G NOTES FOR THE CONTRIB UTION

Mr. Passman. I yield to the gentleman from Virginia.
Mr. Gary. I have only one question to ask:
In  test ifying on the Inter-American Development Bank during the 

course of our hearings  some little while ago, it developed tha t the 
capital of the Bank was to be formed by the  contributions of various 
nations and tha t the contributions were not to be made until they 
were called for by the Bank.  The testimony showed that  the ILS. con­
tribution had been made and none of the others had. We were the 
only ones who had contributed and we were paying interest  on the 
bonds which we had turned over to the Bank although the other  nations 
had not been called on for thei r contributions. Can you assure us 
that will not happen in this case?

Secretary  Dillon. Absolutely. This is a totally  different setup and 
it. would not happen anyway.

Mr. Gary. Very frankly, I  was rath er shocked to find tha t situation. 
I do not know why they called on us for our contribution when they 
did no t call on anybody else and why we had to put up our bonds and 
pay interest on them and nobody else was called upon to do likewise.

Mr. Passman. We shall take a short recess in order  to answer the  
rollcall.

(Short recess.)
Mr. Passman. The committee will come to order.

OBJ ECT IVE  TO PRESERVE U. S.  DOLLAR

A lot of things happen downtown tha t I  do not know about, but I 
am from a State where we have tornadoes, and it is just by instinct 
tha t we detect them when they are coming in. I do no t know much 
more about this subject mat ter than  I do about surgery, and tha t is 
nothing at all, but it would appear there are danger signals on the 
horizon. Surmising  th at to be true, it seems tha t this appropriation  
might be in our own interest—not in our interest so fa r as giving  
away our wealth, but it could be in the reverse, tha t for one time 
we may benefit by one of these internationa l organizations to which
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we have contributed, or pledged contributions, for so long a time for 
so much.

Therefore, based upon my belief tha t there are storm signals, and 
it could be that this  might be necessary to build up confidence in the 
integr ity of the American dollar and to check the outflow of gold, or it 
might be necessary for us to participate  as a borrower for one time— 
with these thoughts in mind—if the committee supports  me. I, my­
self, shall move expeditiously to get this measure by the House in 
advance of the other  money bills. You shall be the judge as to 
whether the situa tion is akin to an emergency. If  it is necessary 
to have it immediately, I, personally, shall follow your recommenda­
tions and endeavor to move it  as rapidly as possible.

POSITION OF CONTRIBUTION ON TREASURY STATEMENT

Prior to the brief  recess to answer the rollcall, I asked the  distin­
guished Secretary  off the record, I believe, if it would be possible to 
supply the committee some information as to how we locate these 
Treasury obligations that are not actually,  in reality, a part of the 
public debt until we have made the  contribution or been called upon 
to advance this money. As nearly as possible, can you give us the 
total  amount ? I can read the Treasury sta tement, and I  can see where 
it says here to deduct debt not subject to s tatu tory  limitation, but I do 
not know if  tha t falls in this category ?

Secretary Dillon. No, it does not. This is the monthly statement of 
May 31, and judging by this, this item will not be carried on the 
summary of the public debt for guaran teed obligations outstanding, 
because it  will not be ou tstanding. It  will be a contingent item not 
shown on the monthly statement at all because the guarantee authori ty 
is not shown here at all. If  it is ever actually  draw n it  would be shown 
here because we do have our cash contribution to the International 
Monetary Fun d of $2 billion plus-----

Mr. Passman. But  the remainder of the $4,125 million is jus t out­
standing. The same as an appropria tion to the military, you do not 
carry  i t on the  Treasury statement, and neithe r would you carry this 
$2 billion on the Treasury statement unti l it is used?

Secretary Dillon. Not until i t is used.
Mr. P assman. So it would be the same as drawing a voucher for any 

other  outstanding bill if you were called upon for this money?
Secretary Dillon. Tha t is right.

statement ok contingent obligations

Mr. P assman. We would like to have the amount of these con­
tingent obligations.

Secretary  Dillon. We make a statement twice a year of the con­
tingent obligations.

Mr. P assman. Would you have it as of June ?
Secretary Dillon. As of June  30? We certain ly have the one 

for the end of the year, which is very big. Our  contingent obligations 
run  into the billions of dollars for the FD IC. We will be glad to 
give you that.

87948—62—pt. 3-----74
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(The following was submitted for the reco rd:)
Long-Range Commitments and Contingencies of the U.S. Government as of December 31, 1961

The attached sta tem ent  covers the major financial commitments of the  U.S. Government, except the public debt outs tand ing and those involving recu rring costs for  which funds a re  regu larly a ppropria ted  by the Congress and  a re not yet obligated, such as aid to States for wel fare  programs and par tici pat ion  in em­ployee-reti remen t systems. The sta tem ent  is segregated into  fou r categories;  namely (a ) loans guaranteed  and insu red,  etc., by Government agen cies;  (&) insuranc e in force; (c) obligat ions issued on cred it of the United  State s; and (d) undisbursed commitments, etc.
The item s appe aring in this sta tem ent  are quite  diffe rent  from the direct debt of the  United States. They are programs of a long-range na ture  that  may or may not commit the  Government to expend funds at  a fu ture  time. The extent to which the Government may be called upon to meet these  commitments varies widely. The liab ility  of the Government and the  u ltim ate  disbu rsements to be made are  of a contingent na tur e and are  dependent upon a var iety  of fac ­tors, including the na ture  of and  value of the  asse ts held as a rese rve aga inst the commitments, the  tren d of prices and employment, and  othe r economic factors.
Caution should be exercised in any attem pt to combine the  amounts in the sta tem ent  w ith the public debt out stan ding for that  would involve not only dup­lica tion  b ut would be combining things which are  qu ite diss imilar. As indicated by the enclosed statement, there are $115.7 billion  of public debt  secur ities held by Government and oth er agencies  as pa rt  of the  asse ts th at  would be available to meet fu ture  losses. The following examples illus tra te the  need for extre me caut ion in using da ta  on the contingencies and  other commitments of the  U.S. Government.
1. The Federal  Deposit Insurance  Corporation had  insurance  outs tand ing as of December 31, 1961, estimated  to be $164.1 billion. The exper ience of the Fed ­era l Deposi t Insurance  Corporation  has  been most favorable . Dur ing the period this Corporation has  been in existence, premiums and other income have sub­sta nti all y exceeded losses which has  perm itted  the  reti rement of Treasury and Feder al Reserve cap ita l amounting to $289.3 million (al l repa id to Treasury), and the accumulation of $2.4 bi llion reserve as of December 31, 1961. The Cor­poration’s holdings of public deb t securities as of that  date amounted to $2.5 billion which alre ady  appears  in the  public debt total . Out of $314.4 billion of assets in insured banks as of December 31, 1961, $70.8 billion are  in public debt  secu ritie s (also reflected  in the  public deb t). The assets , both of insured banks and the  Federal Deposi t Insura nce  Corporation, as well as the continued income of the Corporation from assessments and other sources, stand  between insured deposits and the Government’s obligation to redeem them.2. The face value of life insurance  policies issued to veterans and in force  as of December 31, 1961, amounted to $40.4 billion. This  does not represe nt the  Government’s potentia l liabili ties  unde r these  prog rams since some of these  policies will probably be permitted  to lapse  and  futur e premiums, interest , and the  invested reserves  amounting to $6.8 billion  of public debt secu rities should cover the normal mo rtal ity  risk.
3. Under the Federal  Reserve Act of 1913, as amended,  Fed era l Reserve notes are obliga tions of the  United  Sta tes which, as of December 31, 1961, amounted to $28.1 billion. The  full  fa ith  and  cred it of the  United Sta tes  is behind the Fed era l Reserve currency. These notes are  a first lien aga ins t the $52.5 billion of assets  of the  issuing  Fed era l Reserve banks which includ es $28.9 billion of Government secu ritie s a lready  included in the  public debt. These notes are spe­cifically secured by c olla tera l deposited  with the  Federa l Reserve agents which, as of December 31, 1961, amounted to $22.9 billion in Government secu rities and $8.4 bil lion in gold cert ificates .
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Long-range commitments  and cont ingencies of the U.S . Government as of Dec. 31, 1961
[I n  m il li on s of  do llar s]

C o m m it m en t or co ntingen cy  and  ag en cy
Gro ss  a m oun t 

of ce m m it - 
m en t o r co n­

ti ngen cy

P u b li c  d e b t 
se cu ri ti es  

he ld  b y  G ov­
e rn m en t 

a n d  o th e r 
ag en cies

Lo an s guara n te ed , in su re d , e tc .,  by  G overn m en t ag en cies :
Age nc y for  In te rn a ti o n a l D ev el opm en t:  D ev el opm en t lo a n s .. ....................
A gri cu lture  D epart m en t:

C om m od it y  C re d it  C o rp o ra ti o n ................ ..................... ............. - ............. —
F arm ers  H om e A dm in is tr a ti o n : A gri cu lt u ra l cr ed it  in su ra nce fu n d ..

C iv il  A er onau ti cs  B oar d  .................... . . ......... ............... ................................. -
C om m er ce  D ep a rt m en t:  F ed er al  M ari ti m e B oard  a n d  M ari ti m e  A d­

m in is tr a ti on , F ed er al  sh ip  m or tg ag e in su ra nce  re volv in g  fu n d ..............
E x p o rt -I m port  B ank  of  W ash in g to n ........ ............................. - ...............................
H ou si ng  a n d  H om e F in ance  A ge nc y:

F ed er al  H ou si ng  A dm in is tr a ti on :
P ro p ert y  im pro vem en t lo a n s ...................................... ................. - ...........
M ortgag e lo a n s ...................... ............... ................... ......................... - .........

Office  o f t h e  A dm in is tr a to r:  U rb an  r en ew al  f u n d .....................................
P u h li c  H ou si ng  A d m in is tr a ti o n :5

Loc al  housi ng  a u th o rit y  b onds and  n o te s (c om m it m ents  co ve red
by  a nn u a l co n tr ib u ti o n s) ........................................ . . .............................

Loc al  h ousi ng  a u th o r it y  t em p o ra ry  n o te s ................... ........... . ...........
In te rs ta te  C om m er ce  C o m m is s io n .................. ..................... - ....................... .......
S m al l B us in es s A dm in is tr a ti on :

R ev olv in g  f und  .......... ........... ............... - ........... - ............. ......... .....................
R ec onst ru ct io n  F in ance  C orp ora ti on  li q u id a ti o n  f u n d ............................

T re asu ry  D ep a rt m en t:
R ec onst ru ct io n  F in ance  C orp ora ti on  l iq u id a ti o n  f u n d ----------- ----------
Defen se  P ro ducti on  A ct  of  1950, as  a m en d ed -------------------------------------
F ed er al  C iv il  Def en se  A ct  of  1950, as  a m en d ed ---------------------------------

V ete ra ns’ A dm in is tr a ti o n  ---- ---------------------------------------------- — -------------
Defen se  P ro duc ti on  A ct  o f 1950, a s a m e n d e d .................. ................. ........... .

T o ta l lo an s guara n te ed , in su re d , et c. , by  G overn m en t ag enci es -----------

In su ra nce  a nd  g uara n te es  in  force:
Age nc y for In te rn a ti o n a l D evelo pm en t:  In v es tm en t g u a ran te e s -------------
A gr ic ul tu re  D ep art m en t F edera l C ro p In su ra nce  C o rp o ra ti o n ..................
C om m er ce  D e p a r tm e n t: F edera l M ari ti m e  B oar d  an d  M a ri ti m e  A d m in ­

is tr a ti on , w ar -r is k insu ra nce  r ev o lv in g  fu n d -----------------------------------------
Exp or t- Im port , B ank  of  W ash in g to n : W ar- ri sk  an d  ex p ro p ri a ti on  in ­

su ra nce  ................ ............... ............... ............................... ............................... .........
F ed er al  D ep osi t In su ra nce  C orp o ra ti o n ________________________________

H eld  b y  in su re d  co m m er ci al  an d  m u tu a l sa vin gs b a n k s ....................... .
F ed er al  H om e L oan B ank  B oard : F edera l Sav in gs  & L oan  In su ra n ce

C orp o ra ti on -------------------------------- ------- ------------------------------------------------
n e ld  b y  i n su re d  i n s ti tu ti o n s_______________________________________

U .S . In fo rm at io n  A ge nc y:  In fo rm ati on  m ed ia  g uara n te es-----------------------
V ete ra ns’ A dm in is tr a ti on :

N ati onal se rv ice life in su ra n ce----------------------------------------------------------
U .S . G overn m en t life  in su ra n ce____________________________________

T o ta l in su ra nce an d  guara n te es in  fo rce-----------------------------------------

O bliga tions issu ed  on  th e  fa it h  of  th e  U n it ed  S ta te s:  P o st a l Sav in gs  ce rt if ­
ic at es :

U .S . P ost a l Sav in gs  S yst em ............. ............................... ......... ..................... ..........
C an a l Zo ne  Post al  Sav in gs  S y st em ---------------------------------------- - --------------

T o ta l Post al  Sav in gs ce rt if ic at es _____________________________________
O th er ob ligat io ns:  F edera l R es er ve no te s (fac e a m o u n t) ........... ...........................

U nd is bu rs ed  com m it m ents , et c. :
T o  m ake fu tu re  lo an s:

A ge nc y for In te rn a ti o n a l D evelo pm ent:
D evelo pm ent l o a n s ..................................... - ..................... - ............. .........
U .S . do llar  a n d  fo re ign cu rr ency  loans........... ............. .........................

A gri cu lt ure  D ep art m en t:
C om m od it y  C re d it  C o rp o ra ti o n ............................................ .................
F ar m ers  H om e A dm in is tr a ti o n :

A gri cu lt ura l c re d it  insu ra nce  f u n d ..................................................
D ir ec t lo an  ac co u n t..... ............................................. - .........................
E m er gen cy  c re d it  r evo lv in g  f u n d ----------------------------------------
O th er loan  p ro gra m s......................................... ........... ............... .......

R u ra l E le ct ri fi ca tion  A d m in is tr a ti o n .-------- ------------------------------
E x p o rt -I m p o rt  B ank  o f W ash in g to n : R eg u la r le nd in g  a c ti v it ie s .........
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Long-range commitments and contingencies of the U.S . Government as of  
Dec. 31, 1961— Continue d

[In millions of dollars]

Com mitmen t or cont ingency an d agency
Gross amo unt  

of commit­
me nt or con­

tingency

Pub lic  debt 
securities 

held b y Gov­
ernment 
and other  
agencies

Undisbursed commitmen ts, e tc.—Cont inued 
Housing  and Home Finance Agency:

Office of the Administ rator:
College housing loans___________________________ ____
Public  facility  loans ........................ ...........................................
Urban renewal fund ____________________ _____________
Housing for the elderly...............................................................

Public Housing Admin istration.......................................................
Int erior Depa rtme nt:

Bureau  of Commercial Fisher ies, fisheries loan fund......... ...........
Defense Minerals Explo ration  A dm inis trat ion , Defense Produc­

tion Act of 1950, as a men de d. ,.------------ -------------------------
Small Business Administ ratio n (revolving fund)........ . .......................
Vete rans’ A dminist ration (veterans’ d irect loan  program)........ .........

To tal  und isbur sed commitments to make  futu re loans____ ____
To purchase mortgages: Housing and Home Finance Agency, Federal 

Nat ional Mortgage Association:
Secondary market op erat ions ----- ------— ........... ..................... . .........
Special assistance fu nctions_____________ ____—.............................

To tal  commitments to purchase mortgages.......................... .............

To guarantee and insure  loans:
Agriculture Dep artm ent , Farmers Home Adm inistr ation : Agri­

cul tura l credi t insu rance fund........... ............. . ......... . ................ ......
Commerce Depar tment: Fede ral Maritime  Board and  Mar itim e 

Adm inistr ation : Federal  ship mortgage insurance  revolving f un d. .
Housing and  Home Finance Agency: Federal  Housing Adminis­

tr a ti o n .. ............ . .................................................. ...............................
Defense P roduction Act of 1950, as am end ed____________________

Total commitments to guarantee  an d insure lo an s. .___ ________
To purchase investm ent  company deb entures: Small Business Admin­

istr ation (revolving fu nd )_______________________________ ____—
Unpaid subscriptions, etc.:

Intern ational Bank for Recons truc tion  an d D eve lopment_________
Inte r-Am erican Deve lopm ent Bank______________ ____________
Internatio nal D evelopment Association________________________

Total unp aid sub scrip tions , etc_____________________________

413 ...................... ..
35 ...................... ..

596 .......................
15 ......................

159 ........................

1 ........................

0  .......................
165 ...................... ..
56 ................. .

6,358 ................. .

212 .......................
419 .......................

631 .......................

12 .......................

81 .......................

6,449 ........................
33 ....................._

6,575 ......................

42 ......................

“ 5,715 .......................
260 ......................
185 ......................

“ 6,160 .......................

i Gu ara nteed loans and  certificates of intere st, amo unting to $895,000,000 as of Dec. 31, 1961, are-
included in  the Corpora tion’s balance sh eet  with the direct loans. 

t includes accrued in teres t.
s Includ es political r isk expor t guarantees amou nting to $240,000,000.
« Represents  the Admin istration’s por tion  of insurance l iabili ty. The estimated amo unt  of insurance 

in force and loan reports in process, as of Dec. 31, 1961, is $1,637,000,000. Insu rance on loans shall not 
exceed 10 pe rcent of the tota l amo unt  of such loans.

» The full faith and credit  of the  United States is pledged to the payment of all amounts  agreed to be 
paid as per sec. 302 of Pub lic Law 87-70 appr ove d Ju ne 30, 1961.

’ Excludes approximately $25,000,000 defe rred  par ticipations (guarante ed loans) representing estim ated 
amount n ot requiring purchase .

7 Less than  $500,000.
8 Represents deferred pa rticipations.
» Re prese nts the Vete rans ’ Adm inis trat ion port ion of insurance  liabili ty. The tota l mount  of loans in 

the  ha nds  of priva te lender s is est imated at  $29,698,000,000.
io Represe nts est imated insurance coverage for the 1961 crop  year .
» Estimated  insu rance liabi lity.
72 Excludes accrued inter est.
u In cludes public deb t se curit ies amo unt ing  to  $22,925,000,000 that  have been  depos ited by the Federal" 

Reserve ba nk system with the  Federal Reserve agents as specific collateral.
“  The largest single cont inge nt liab ility  in the inte rnational field is the unp aid subscription to the 

Int ernationa l Bank for Reconstruction  and Deve lopment. This is e nti rely “ callable capi tal,” which is 
held  in o rder to perm it the IB RD  to  borrow in the Uni ted States and o the r world capital  markets. Since 
the  exper ience of the IB RD  in  i ts le nding activ ities has been excellent, and  since it  has b uilt up  a reserve 
fund to cover any loans which may be defaul ted, the chances  of this com mitmen t resulting in actual 
expe nditures  are extremely  slight. Of the $260,000,000 in cont ingent liab ility  to the Inter-American  
Developmen t Bank, $200,000,000 represents the U.S. portion  of the  “ callable  cap ita l” of th at inst itut ion . 
As in  the  case of the IB RD , this is n ot  likely  to resu lt in actual dollar  disbursements. The remaining 
$60,000,000 of th e commitm ent to the IADB , and  the $185,000,000 of subscrip tions still to be paid to the 
International Deve lopment Association will result  in disbu rsem ents  of do llars at  some period after the 
subscrip tion  pay ments are  made.

N ote.—The above figures are subject to the  lim ita tions 'an d prec autionarytrema rks, [as explained in, 
the  foreword to th is st atement.
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Air. Passman. Air. Gary ?

PAST PROCEDURE FOR SEC URING  IM F RESOURCES

Air. Gary. Air. Secretary , th is is the type of transaction tha t in the 
past  has been financed by giving the pa rties the righ t to borrow from 
the Treasury, which has been referred to as back-door spending, ra the r 
than  by direct appropr iation. Is that correct ?

Secretary Dillon. Not quite. There is a differentiation here because 
in the past we d id receive authority  to borrow from the Treasury by 
an act of Congress tha t did not pass through the Appropriations Com­
mittee. Wh at is happening here, we are given autho rity to borrow 
from the Treasury by an act which does pass through the Appropr ia­
tions Committee.

Air. Gary. Transactions of this nature in the past have been handled 
as strictly borrowing authority without going through  the appropr ia­
tion process ?

Secretary Dillon. Th at is right .
Air. Gary. Because of  the recent attit ude  of the Congress toward 

back-door spending, in this instance you are changing tha t policy 
and asking for a direct appropria tion for  the amount even though 
it is not immediately necessary for expendi ture and may not be for 
sometime and may never be ?

Secretary  Dillon. Th at is correct.
Mr. Gary. Tha t is all.
Air. P assman. In  thi s instance, what if the Congress says, “We will 

not provide the appropriation ,” would you have the right then to 
draw  it from the Treasury ?

Secretary  Dillon. No.
Air. Passman. Do you have other author ity ?
Secretary  Dillon. There  is a lot of authorization in the domestic 

scene, but I do not think in the foreign scene.
Air. Passman. This  applies to this one appropriation ?
Secretary Dillon. Yes. Air. Gary, I think , had reference to the 

previous availabili ty of funds  for the Inte rnat iona l Alonetary Fun d 
which were not made available through the appro priat ion process.

Mr. Passman. I t stops just on this one bill? There are plenty of 
withdrawals from the Treasury under  previous authoriza tions?

Secretary Dillon. In  the domestic field.
Air. Gary. But now we hope we are adopting a new policy as to 

futu re author izations?
Secretary  Dillon. It  appears so.
Mr. Passman. Off the record.
(Discussion off the record.)
Mr. Passman. Mr. Natcher?

GOLD AND FOREIGN EX CH AN GE  HO LD ING S, 19  51 AND 19 58 -6 1

Air. Natciier. Mr. Chairman, with your permission I  would like 
to have inserted in the record a t thi s point the table which appears on 
page 4 of the special repor t to the President  and to the Congress of 
the National Advisory Council dated Janua ry 19G2.

Air. P assman. Without objection, it shall be inserted in the record 
at  this point.
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(The table follows:)
T able  1.— Official gold and foreign exchange holdings, 1951 and  1958-61

[E nd  o f pe ri od : m il li ons of  U .8 . do lla rs ]

C ountr y

U nit ed  S ta te s -----------------------------------------------------------
U nit ed  K in gdom ___________________________________
G erm any__________________________________________
F ra nce_____________________________________________
I ta ly _______________ _____ _________________________
B el giu m ------------------------ ---------------- -------------------------
N eth e rl ands_______________________________________
C an a d a ....... ...................................................... ................. ........
Sw ed en ____________________________________________
J a p a n ______________________________________________

T o ta l of  li st ed  co un tr ie s *_____________________
W orl d to ta l............ .....................................- - ...............

1951 1958 1959 1960 1961 '

22,873 20,582 19, 507 17,804 17,063
2,374 3,105 2,750 3,239 3,318

518 5,732 4,533 6,737 6,437
616 1,050 1,720 2,070 2,816
774 2,082 2,953 3,080 3,3 69

1,054 1,497 1,222 1,42 2 1,552
554 1,470 1,339 1,742 1,72 3

1,826 1,948 1,876 1,836 1,933
484 473 434 488 662

3 979 861 1,322 1,824 1,611

32,052 38,800 37,656 40,242 41,182
49,020 57,285 57,040 59,700 61,060

1 F or U n it ed  S ta te s an d  U nit ed  K in gdom , d a ta  ar e for  D ec . 31; for  o th e r co untr ie s,  an d  th e to ta ls , d a ta  
ar e as  o f S ep t.  30.

3 H old in gs on  D ec . 31,1952.
3 P a r ti c ip a n ts  in  th e  sp ec ia l bo rr ow in g a rr an gem en ts .

So urce : In te rn a ti o n a l M oneta ry  F u n d .

UNDERDEVELOPED COU NTR IES IN  IM F

Mr. Natciier. Mr. Secre tary, you have sta ted to the  committee that  
a large part of the currencies consisted of currencies of the less devel­
oped countries which are not suitable for use by the Fund .

Of the 76 member countries, how many are in the category of  “less 
developed countries?”

Secretary  Dillon. I think  the great majori ty are. What I was 
refe rring  to specifically are countries which have currencies which are 
convertible in international dealings and which could be readily used 
as convertible currencies. I could readily give you a breakdown for 
the record of the number of countries whose currencies are readily 
convertible and those whose currencies are not readily convertible.

Mr. Natciier. Of the 76 would you say the major ity would be 
classified as less developed countries from the standpoint of economics 
generally ?

Secretary Dillon. I th ink th at is correct.
Mr. N atciier. When Secretary of State Rusk appeared before our 

committee we discussed with him generally the question involving 
the number of underdeveloped countries now represented on the Gen­
eral Assembly of the United Nations organization. As you know, 
the major ity of the countries represented on the General Assembly 
are in the category of underdeveloped countries. How does this 
situation appear to you, Mr. Secretary, with the number of under ­
developed countries on the  General Assembly and with the majori ty 
of the 76 member countries here being in the less developed category 
from the standpoint of economics generally? Does this make good 
sense, Mr. Secretary, from the standpoint of our overall program?

Secretary Dillon. From the point of view of the institutions I  am 
connected with, the Internat iona l Monetary Fund and the World 
Bank, I think it does, because both of those institutions, which are 
financial institutions, have taken account in thei r charters of the 
financial ability of the member countries to contribute  to those or-
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ganizations  and they have a form of weighted voting which is 
weighted on the size of the contributions of  the individual  countries.

When a country asks to become a member of the Inte rnat iona l 
Monetary Fund,  the board of IM F looks at  the size of the ir foreign 
trade and so for th and sets the ir quotas and  the quotas determine the 
amount of voting authority.  So th is major ity of smaller or less de­
veloped countries which are members of the Internatio nal Monetary 
Fund have a smaller percentage of the voting in the Fund. So I  do 
not think we have a situation tha t is similar at all to that  in the United  
Nations General Assembly, for instance.

Mr. Natcher. Thank you, Mr. Chairman.
Mr. Passman. Mr. Rhodes ?

U.S. GOLD CONTRIBUTION TO IM F

Mr. Rhodes. Thank you, Mr. Chairman.
Mr. Secretary , how much have we put up in dollars and in gold to 

the Interna tional Monetary Fun d to date?
Secretary Dillon. Our  contribution in gold was one-quarter of the  

$4,125 million, so it would be $1,031,250,000.
Mr. Rhodes. That would be in gola ?
Secretary Dillon. In  gold. The res t of our contribution  was made 

in the form of non-interest-bear ing notes and this amount can be 
cashed by the Inte rnat iona l Monetary Fun d at the time they need to 
make use of the funds to lend them to some other member country. 
The greatest amount  we have ever had outstanding was in 1958 ($2,127 
million in September 1958). During the Suez crisis a large amount 
was made available to the United Kingdom in dollars.

Mr. Rhodes. This  is a Treasury transaction not calling for an 
appropria tion ?

Secretary Dillon. Yes. We get these non-interest-bearing notes 
back from the Fund and provide the dollars  to the Internatio nal 
Monetary  Fund. As the dollars come back to th e Fun d from repay­
ments to the Fund, they are immediately turned back to the Treasury 
and we hand the Fun d anoth er non-interest-bearing note. So there 
are constan t transactions, usually not very large, but back and forth , 
with the Monetary Fund , based on repayments and on their need for  
dollars.

Since other countries’ currencies have become convertible—which 
began, I believe, in 1959 or 1960—the F und  as a mat ter of policy has 
been trying to maximize the use of these other currencies in borrow­
ings from the Fund so as to pu t less st rain  on the U.S. dollar, and 
in the last 2 years the amount of dollars used has  been only 20 or 25 
percent.

Mr. Rhodes. When these funds  are in the hands  of the Intern a­
tional Monetary Fund as non-interest-bearing notes, obviously they 
could not ask for gold for non-interest-bearing notes, bu t as soon as 
they cash the  notes and get dollars  and loan them to a member coun­
try, then they could demand gold in exchange for the dollars?

Secretary Dillon. Theoretically, yes. Wh at is more likely is th at 
the drawing country would pay the dollars over to some other country  
which might be in a surplus  position, and then tha t other country 
might  use those dollars for gold. That is why the Interna tional Mone-
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tary  Fund  has been reducing the use of dollars to the minimum in 
the last 2 years.

Mr. Rhodes. If  a central bank asks fo r gold in exchange for dol­
lars can we instead give it its own currency ?

Secretary Dillon. I do not think  it quite works out “instead” if 
they actually ask for it, but certainly if we do have its own currency 
we can buy the dollars back and they then would not have the  dollars 
with which to ask for gold. I think  that the use of thei r own cur­
rency to buy back dollars is the  equivalent of gold and they would all 
recognize it as such.

Mr. Rhodes. If  any country tried to  use those dollars  fo r the pur ­
chase of gold and we had fair ly large supplies of its currencies, could 
we use their currency to buy gold from them ?

Secretary Dillon. Not quite because no other country has the pol­
icy of selling gold against their currency. The United States  is the 
only one tha t has tha t policy and tha t is why the U.S. dolla r is so 
widely accepted around the world; but if we had thei r own currency 
w’e could offer it on the exchange market, and if they were substantial 
offerings they would have to buy it f or something and t ha t something 
would be either the U.S. dollar  or gold. But you could not present 
a claim to the country and say, “Give us gold for your currency.” You 
would have to operate through the exchange market.

DEF INITIO N OF HARD CURRENCIES

Mr. Rhodes. I had assumed the term “hard  currency” meant a cur ­
rency which was redeemable in gold. Is that erroneous ?

Secretary Dillon. Yes.
Mr. Rhodes. Wha t is the definition of “hard currency” ?
Secretary Dillon. A hard currency country is a country  whose cur­

rency is readily acceptable a t a fixed rate  of exchange and is usable 
in world trade and payments on tha t basis.

Mr. R hodes. In other words, it is an interna tional state of mind?
Secretary  Dillon. Member countries tha t have hard currencies 

have also accepted cer tain responsibilities under article V II I of the 
Fun d articles of agreement, which are tha t they shall not impose 
exchange controls on foreign holdings of thei r currency. Tha t is a 
major differentiation- These European countries I  mentioned started 
to make thei r currencies convertible in late 1958 or early 1959 
and all accepted these conditions by early 1961, so the International 
Monetary Fund’s definition would be those tha t have accepted this 
responsibi lity under artic le V III.

Mr. Rhodes. So if we take advantage  of th is new consortium and 
borrow certain currencies of these countries we cannot directly keep 
them from using thei r dollars to buy gold ?

Secretary D illon. No.
One th ing I would like to say here as part of th is is th at there has 

been and there is, I  think, a real community of interest between all 
these industrialized countries which have relat ively stable currencies. 
They are very much interested in seeing the dollar a stable and s trong 
currency because many of them have reserves in dollars and they do 
not want anyth ing to happen to them. Therefore , we do have very 
good cooperation and  while the end result might theoretically  be such
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as you mention, actually we are working in very close cooperation 
with these countries and have the last 18 months or so.

Mr. Rhodes. I think it  is obvious tha t these countries are very much 
interested in keeping the dollar sound and I think their  a ttitudes are 
commendable.

Off the record.
(Discussion off the record.)

INTE RE ST  TO BE PAID ON IN TE RN AT IONA L MONETARY  FU ND  BORROWIN GS

Mr. R hodes. I assume none of the $2 billion which we are now asked 
to appropriate would be paid  in gold. Is that correct ?

Secretary Dillon. That is rig ht ; none of it would.
Mr. Rhodes. Why is it necessary for us to provide th at the payment 

of interest and charges to the Internat iona l Monetary Fund , in the  
event we borrow, be p art  of the permanent continuing appropriation 
for interes t on the public debt ? Is tha t now the  si tuation so fa r as 
our transactions wi th the Interna tional Monetary Fu nd are concerned ?

Secretary Dillon. No; t ha t is why we are requesting it. Appar ­
ently when the original legislation for  the Internat iona l Monetary 
Fun d was considered and passed, no one thoug ht of the possible con­
tingency tha t we m ight  borrow from the Fund , and there is no ap­
propriation and no provision for us to pay the charges th at we would 
have to pay which is the interest  on the loan if we should make a 
borrowing. So, in  effect, we cannot borrow from the Fun d until  we 
are in a position to pay the ordinary and normal charges. Tha t is. 
why we are asking for this provision.

Mr. R hodes. The charges are paid in gold, are they not ? I notice 
in the blue folder tha t charges are normally paid in gold but when a 
member’s monetary  reserves are below hal f its quota, charges may be 
paid p artly or wholly in member’s currency.

I  would imagine we would have to pay our  interest in gold.
Secretary Dillon. I would think  tha t is correct, unless the  excep­

tion applies.
Mr. Rhodes. H ow much would it amount to ?
Secretary Dillon. If  we borrowed we would be governed by this  

provision.
If  we borrowed an amount equal to our full quota for 3y2 years it 

would average 3y2 percent a year for pa rt of the  drawing, and would 
average about 2 percent on the $4,125 million over the period.

Mr. Rhodes. And th at could be paid in gold ?
Secretary  Dillon. Tha t is right .
Mr. R hodes. Can we borrow gold from the Internatio nal Monetary 

F und ?
Secretary Dillon. Borrow it?
Mr. Rhodes. Yes.
Secretary  Dillon. No.

IM F NEED FOR GOLD

Mr. Rhodes. Why does the Inte rnat iona l Monetary Fund need 
gold?
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Secretary Dillon. They have held some gold righ t from the be­
ginning. Occasionally when they need other currencies they have 
disposed of some of this gold to get the currencies. They have dis­
posed of some of it to the United States  in the past. If  they didn ’t 
nave gold I suppose they would have to have thei r whole reserves in 
dollars, and I think when this was originally set up it was felt that  
an interna tional  organization should have some of its reserves at 
least in an internat ional currency, and the only ultimate  internat ional 
currency tha t existed was gold. Tha t is perhaps the reason.

Mr. Rhodes. How much gold does the Fund have now ?
Secretary Dillon. About $2.1 billion which it has  readily available. 

There is an additional $800 million which was sold to the United 
States which the Fund  has invested in U.S. Treasury bills, and it 
does have the right if i t should need that  to ask to buy tha t back.

Mr. Rhodes. In o ther words, $1,300 million of free gold?
Secretary  Dillon. $2.1 billion plus another $800 million.
Mr. R hodes. Which it could demand?
Secretary  Dillon. That is right.
Mr. Passman. Tha t is more or less a form of borrowing. That 

$800 million is the equivalent of borrowing from the International 
Monetary Fund. They could a t any time, under the charte r, if the 
Board should demand it, request return of the gold. Is tha t correct ?

Secretary Dillon. I would say it is somewhat similar. All of 
these transactions were entered into before I arrived on the scene. 
The or iginal one was star ted in 1956 because the Monetary Fun d had 
not been very active up unti l then. Large-scale activity did not really  
sta rt until  later, so as a result  they had been opera ting for some 
years at a deficit. They had not gotten enough payments on the 
transactions because thev h adn’t made many transactions.  Therefore  
they decided they needed an additional source of revenue, chiefly 
to build appropriate reserves.

We were losing gold. They sold us some of the gold and invested 
the proceeds in 90-day bills. I t gave them revenue and it gave us 
more gold.

Mr. P assman. Still, I think my statement is a correct one, is it 
not, tha t really we d id not buy tha t gold. We said merely, “You 
hold the U.S. bills and we hold the gold.” Then, on demand we 
retu rn the gold and they return th e bills ?

Secretary Dillon. That is correct.
Mr. Passman. Tha t is a different arrangement from what other 

countries have.
Secretary Dillon. Slightly different but the effect is the  same.
Mr. Passman. This is unusual. Where is the advantage? Here 

is $800 million of gold which we realize we are just  holding. They 
hold the same number of bills. We reverse this transact ion if the 
demand should be made.

We could not spend tha t $800 million in gold because we have an 
obligation to hold it.

Mr. R hodes. How do we carry this item in accounting for our gold 
supply?  Is it carried as free gold?

Secretary Dillon. Ju st as par t of the regular gold stock.
Mr. P assman. Mixed up with the other.
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OBLIGATIONS AGAINST U.S. GOLD SUPPLY

Mr. Rhodes. Pa rt  of the $16 billion of reserves.
Mr. P assman. Which you can be called upon any day to return, and 

they return the bills.
Mr. R hodes. This is pe rhaps beyond the scope of the inquiry,  but 

how much more of our supposed free gold supply do we have which 
is actually earmarked for instant transfer at the demand of th e other 
party ?

Secretary Dillon. The key word of what you said is “earmarked.” 
We said our whole gold supply, whatever we have, is available for 
other central banks to turn dollar balances into gold. It  is not ear­
marked.

Mr. Rhodes. Let us confine it to the present case. How many more 
transact ions are there similar to this ?

Secretary  Dillon. This is the only one.
1 would be glad  to give th e full history. I think there were three 

such transact ions—about $200 million in 1956, $300 million more in 
1959, and $300 million more in 1960.

U.S. GOLD HOLDINGS

Mr. Passman. I believe this worksheet is correct.
Secretary  D illon. I would be glad to give you the corrected copy.
Mr. Passman. I am using a particular date.
Foreign “free world” nations  had about $13 billion in gold as of 

1952, and increased it  to $23.6 billion as of December 31,1961. Under 
our  monetary system we are required  by law, a re we not, to retain  a 
certain  percentage in gold, which amounts to about $11% billion, to 
supp ort our own currency ?

Secretary Dillon. The amount we are required to retain under our 
law is not a fixed amount. It  is 25 percent again st currency and 
Federal Reserve deposits. I t varies between $11% and $12 billion.

Mr. Passman. Using the figure of some $12 billion in gold which, 
we are required by law to keep, and recognizing the tremendous in­
crease in short-term dollar holdings of other  “free world” nations— 
about $22.5 billion at the end of 1961—if they should make demands 
of us to redeem those dol lars in gold, which obligation comes first— 
the one to support our own monetary system or the one to meet their  
demands ? We do not have sufficient gold reserves to meet our obliga­
tions to them and also to support ou r own monetary system.

Secretary Dillon. I think the President  stated  the position quite 
clearly in his statement to the Congress in F ebru ary of 1961 where he 
said tha t if need be our entire  gold stock is available to meet our inter­
national obligations.

Mr. Passman. Then we would, in effect, be viola ting our own s tat­
utes, p roviding for the 25 percent in  gold reserves for our own mone­
tary system?

Secretary Dillon. There is a provision allowing the Federa l Re­
serve Board to waive that.

Mr. P assman. I wanted to know if our own law could be waived.
My sympathy goes out to you even fu rther than i t did  before. You 

have a problem down there which must keep you working consider­
ably more than 12 hours a day.
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SECTION 18 , PUBLIC LAW 8 7 -4  90

Air. Rhodes. Looking at section 18 of Public Law 87-490, I just 
wonder what this language really means. Can you give me a brief  
explanation for the record as to the meaning of this language? My 
puzzlement comes from a lack of knowledge of section 10 of the Gold 
Reserve Act of 1934.

Secretary Dillon. That is the section which sets up the Exchange 
Stabilizat ion Fund in the Treasury which at tha t time was set up 
with the funds which were made avai lable when we revalued gold.

The original  capitalizat ion was $2 billion and we used $1.8 billion 
to meet the U.S. subscription to the International Monetary Fund 
when it was created.

The Exchange Stabilizat ion Fund had $200 million in it at that  
time, and since then it has been b uilt  up  where i t has over $300 mil­
lion in it. This is a mechanism where we conduct all our gold sales, 
all our currency transactions in foreign currencies, the type of t hing  
we have been doing in the past year, and we also make some stabiliza­
tion loans very similar to the IM F type of loan with these funds in 
Lat in America only, with one exception, and the one exception is the 
Philippines.  We make these loans parallel with the IMF where th eir 
resources do not seem to be quite adequate. We then make a modest 
contribu tion by making a simila r short-term loan, on terms simila r 
to those of IMF.

Mr. Rhodes. ITow about the use of  the term “purchases?” If  we 
were to ask for help from the  Inte rnational  Monetary Fund we would 
borrow currencies?

Secretary D illon. This is the language of the charter o f the Inter ­
nationa l Monetary Fund. Wh at you actually do is very similar to 
borrowing. You purchase the currencies which you need with dollars, 
subject to a repurchase agreement. You agree to buy back your dol­
lars  with these other foreign currencies, and they charge you a rate for  
the use of these currencies which you have purchased, which is the 
exact equivalent of interest.

Why this was set up  in this  form rath er than in the form of just 
a straight  loan with interest I  do not know.

Perhaps Mr. Sou thard can give us some enlightenment on that.
Air. Southard. I am not sure, Air. Secretary. I am not familia r with 

it.
Secretary Dillon. The reason you call this thin g a purchase.
Mr. Southard. The Articles  of Agreement talk about purchases and 

sales of currency from the  Fund or other cu rrent drawings. If  P ara­
guay comes to get dollars, they  offer guaranies in re turn  for  the dollars. 
Therefore the Fu nd’s currency holding remains constant, but the form 
of the currencies shifts.  In  the case cited we would have less dollars 
and more guaranties . We regard it as a purchase and sale transaction.

Mr. Rhodes. Do we conduct our transactions with them in the  same 
way?

Secretary D illon. Yes, if we were to get currencies from the Fund, 
we would want German marks, French francs, Ita lian lire, and we 
would purchase those with dollars.

Mr. Rhodes. You mentioned earlier tha t we have some $800 million 
in gold for which we have given Treasury bills to the International 
Monetary Fund.  Do you know what interest rate  those bills draw ?
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Secretary D illon. They are just bought on the market. They just 
sold us the gold with the righ t to buy it back. Then they took the 
dollars and jus t invest them in the market.

POLICY OP IF M  REL ATIVE TO SOLVING OP BA LA NC E-O F-P AY ME NT  PROB LEMS

Mr. R hodes. You make the point in your statement on page 6 tha t 
there is a certain almost automatic rig ht of withdrawal by any member 
country up to one-fourth  of its quota, and in addition, there is a system 
whereby the Fund trea ts liberally a request for additional drawings 
up to 25 percent of its quota, and these words are from your  stat ement:

If  the  member itself  is making reasonable efforts  to solve its balance-of- 
payments problem.

This, of course, opens up a rather  broad vista of possible lines of 
questioning into which I do not intend to go. I wonder if you would 
now give the committee some idea as to what you believe the Inter ­
national Monetary Fun d would consider “reasonable efforts” on the 
pa rt of the United State s to solve its balance-of-payments problems.

Secretary  Dillon. I  think certain ly the Monetary Fund at the 
moment thinks the course that is presently miderway, with the situa­
tion as it is, is reasonable. If  the situat ion changed and worsened, 
they might feel additiona l steps m ight be taken.

One of the th ings they look at is whether short- term funds are flow­
ing in and out of a country, and if that is happening because of in­
terest  rate differentials that  is one of the things they might be in­
terested in.

The operation of the Federal Reserve has been acting in such a 
manner as to ke ep  our short-term interest rate  at a level where these 
intere st flows abroad would be minimized. Th at  is one reason why 
our short-term rates over the past year and a half never got so low 
as they did in preceding times of economic recession. There was not 
any such problem in those earlie r times because the re were no other 
convertible currencies, so people would keep dollars though  they paid 
very little. But since the era  of convertible currency,  we do not have 
the luxury of having our short-te rm rate-----

Mr. Rhodes. I s there now a net outflow of short- term capital ?
Secretary  Dillon. I would say “Yes.”
I doubt if there is much on an interest rate  basis. There has been 

an outflow to finance world trade, some tr ade  with the United States 
and some trade elsewhere. That is still going on.

In the first quarter , there was a very good change in our balance- 
of-payments situation. An item called errors and omissions, which 
is everything  no t readily identifiable, turned from a very substantial 
deficit into  a reasonable surplus. Tha t was a new development com­
pared to the last couple of years. Always before then it had been a 
surplus.

In 1960, when this  loss of confidence came, it turned to a deficit and 
it has been there righ t along unt il the first quarter. The fact it has 
turned positive is a helpful sign.

Mr. R hodes. Does the Inte rnat iona l Monetary Fund take into con­
siderat ion in establishing this criter ion of “reasonable effort” the do­
mestic situation, in other words, governmental deficits?
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Secretary Dillon. They do, particularly in connection with the 
effect they may have on the balance of payments. In  other words, 
usually when you are dealing with underdeveloped countries, tha t is 
the main problem they have to take into account. They usually have 
very large deficits which lead to very substantia l inflation, and infla­
tion in some Latin  American countries is as high as 30 percent in 1 year, 
and control of governmental spending is the only way you can control 
that. They do not insist on balancing in every case.

For  instance, the Canadian budget, even afte r the changes they 
have made on both the revenue side and the expenditure side, will bo 
running a deficit, expressed in terms comparable with the United  
States, of about $5 billion. The Fun d seemed to think  this  was a 
perfectly adequate program  even with tha t situation.

Mr. Gary. Did you say $5 billion ?
Secretary  Dillon. Yes.
Mr. Gary. Did not the Internat iona l Monetary Fund Conference 

in Vienna, or some of the delegates there, express some concern over 
our deficits in Government in the United States ?

Secretary Dillon. No. There was a misconception regardin g that. 
There were some stories in the press tha t this  was what they were 
talking about. They did talk  in rather  general terms. They never 
mentioned deficits. They were talking about the regular, old- 
fashioned, tried -and-t rue mechanism that must be used, and things of 
tha t nature. They were discussing the question of setting up some­
thing similar to th is fund we are now talking about. They were talk­
ing about some other concepts and thoughts which had been talked of.

I refe r particu larly  to proposals such as the Triflin plan , which you 
may have heard of. These countries felt this was something they 
wanted no part of. They were saying tha t in very strong language.

Unfortunately, they did not want to use tha t -word. They w’ere be­
ing more careful. I t was misconstrued by some as talking about the  
U.S. situation, which is not wha t they had in mind at all.

Mr. Baumgartner, of France , who was supposedly talking that  
way, actually went over his general statement with me the day before 
and ne ither of us had any idea it would be referred to as having any­
thing in i t against the United  States, and after he was quoted in the 
papers he wrote us a letter  saying he did not have tha t in mind at all. 
It  was because of this very strong feeling by the continental Eur o­
peans against the establishment of something like the Triflin plan that 
this  type of language was used.

Mr. Gary. Do you think we can continue to run deficits in the Gov­
ernment indefinitely without having some fears expressed on the part 
of the IM F and our other financial partners ?

Secretary  Dillon. “Indef initely” is a very long time. I think obvi­
ously the answer to that would have to be “no.”

Mr. Gary. The next question would be, When does the red ligh t 
go on?

Secretary Dillon. I think  it depends on a number of things. In the 
first place, it depends on the size of the deficit. There is a lot of differ­
ence between a deficit of $3 or $4 billion and $10 or $15 billion in a 
country like ours. There is also a very important  difference at what 
capacity our economy is operating.
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If  we have a situation where we have unused economic capacity, I 
do not mean just unemployment, but also factories not working at 
full speed, a budgetary deficit does not have any immediate inflation* 
ary impact. Tha t can be seen from the fact our basic wholesale price 
index is jus t the same now, or fractionally lower, than in 1958. Since 
then we have had a $12 billion deficit in 1959 and a $7 billion one for 
the year just finished, and they have had no effect on our wholesale 
price level because we have had two recessions in tha t period.

I would say it is not a question you can answer categorically. Cer­
tainly, the continuance of uncontrolled deficits would be a  very bad 
thing. I think  one of the things  these countries look at very carefully 
is to see if you have some control over, and interest in controlling, 
expenditures, rather t han  whether a deficit occurs.

Part icularly  under our system where we rely so heavily on a grad u­
ated income tax, revenues go up and down much more than  the E uro ­
pean revenues tha t rely on sales taxes, and they recognize that , so 
they do not object so much to a deficit that is incurred for t ha t reason.

Mr. Gary. In  o ther words, it would be correct if I say they watch 
trends more careful ly than the day-bv-day transactions?

Secretary Dillon. Yes. The one tiling they have watched the most 
and talked about the most in our balance of payments is price. If  
our exports do not  stay competitive, then we are really in very serious 
trouble. They watch labor negotiations and price trends.

Mr. Gary. And the cost-of-living indexes and wholesale prices ?
Secretary  Dillon. Yes, things of that type.
Mr. Gary. They watch statistics and the inten t on the part of the Government ?
Secretary Dillon. That is righ t.
Mr. Gary. If  we would have rather  large deficits in time of pros­perity , would this cause them to look askance at our efforts?
Secretary Dillon. I would think large deficits in time of real 

prosperity would be inflationary. As this  would be bad for our 
balance of payments it would natu rally  cause other  people who are interested in the dolla r to be disturbed.

Mr. P assman. In  th at connection, I had a le tter from a constituent the other day, who pu t it in a way I  could un derstand it. This man 
was getting $800 a month and he was spending $880. They raised 
him to $1,200 a month and he spent only $1,260. He said, “I  am still 
spending more than my salary, but, percentagewise, not as much as before I got my raise.”

Mr. Rhodes. I have about two more questions.
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COMPARATIVE STATEMENTS OF BALA NCES OF PA YM EN TS  OF NA TIO NS 
INVOLVED IN  CONSORTIUM

Could we at this point in the record have inserted the balance-of- 
payments figures for the hist 10 years for all of the nine nations 
involved in consortium ?

Secretary Dillon. Includ ing the United States.
Mr. Rhodes. Including the United States.
Secretary Dillon. Yes.
Mr. F ord. May I amend tha t request I think tha t is good, but  I 

would prefe r to have it for the United States on a quarterly basis for 
this 10-year period, including the second quarter of this calendar year.

Mr. Rhodes. I accept the amendment.
Mr. Passman. Indica te those countries tha t have currency on a 

par  with ours.
Secretary  Dillon. Wi th regard to Mr. Ford’s request, those quar­

terly  figures are  only available on a preliminary basis in the middle 
of August when they are published in the Depar tment  of Commerce 
bulletin and on a final basis in about mid-September. However, we 
do have knowledge, rough knowledge, of what the situation is now, 
and we have very current knowledge but  it is not in a form publish­
able. We keep track  of bank balances and the Federa l Reserve 
balances so we know how our liabilities have gone up and down, but 
we have no way of knowing whether tha t is because o f more exports 
or less exports, or p rivate capital flow, so we do not really have bal- 
ance-of-payments figures, and they are not accurate within 10 or 
20 percent.

In this second qua rter actually we did very well, which is the rea­
son we have not lost any gold for the last 6 weeks. There was not 
anyth ing mysterious about it. We have done well in our overall 
balance of payments. Fo r tha t reason, we are relatively pleased at 
the moment. Those figures will not be out until the middle of August.

Mr. Ford. Indicate for the second quar ter of 1962 this is an estimate. 
Add any footnote you want to more fully explain it.

Secretary D illon. We will see what we can do.
(The information requested follows:)

The balanee-of-payments da ta  below for  the  United Sta tes cover the years, 
1952-62. Final da ta are  not  yet  available for  the second qu ar ter  of 1962. On 
the  basi s of pre liminary info rma tion  on the overall deficit, all that  is available 
to  us now, it app ears th at  th is  deficit fell from $465 million in the first qua rter 
to somewhere within  the  ran ge of $50 to $150 million in the second quarter 
(ac tua l data, not seasonally ad juste d) .
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Balance of pay ments  of the United States, qziarterly, 1962-62-—Actual  figures, not 
seasonally adjus ted
[In mi llio ns of do lla rs]

Ye ar
Ba lan ce  o n 
goods an d 

ser vices

(1 )

Pl us  bal anc e 
on capi tal  
an d ot he r

tra ns ac tio ns  >

(2)

Eq ua ls  basi c 
U. S.  po sit ion  
(defic it ( - ) )

(3)

Pl us  recor ded  
U. S.  s ho rt­

te rm  pr ivate 
ca pi tal  ou t­

flow an d 
foreign  com ­

mer cia l 
cre dit s to

U ni te d State s

(4)

And  tr an s­
actio ns  u n ­
acco unted  

for, inc luding  
un rec ord ed  

ca pi tal  flows

(5)

Equ al s over­
all U. S.  
po sit ion

(de fic it ( —) )

(6 )

1952 ........................ 2,22 6 -3 ,8 2 5 -1 ,5 9 9 - 4 8 601 - 1 ,0 4 6

I ............... . 1,0 98
851

14
263

-9 2 0
-1 ,4 2 2

-8 6 8
-6 1 5

178
-5 7 1
-8 5 4
- 3 5 2

2
- 5 1

69
- 6 8

212
223

90
76

392
- 3 9 9
- 6 9 5
- 3 4 4

II  ________
I I I ....................
IV .....................

1953 ...... ........... 386 -2 ,9 9 4 -2 ,6 0 8 117 339 -2 ,1 5 2

I ..................... 49
47

- 1 6 4
454

-7 6 3
-7 4 1
-6 9 5
-7 9 5

-7 1 4
- 6 9 4
-8 5 9
-3 4 1

13
66
62

- 2 4

41
178
121
- 1

- 6 6 0
- 4 5 0
- 6 7 6
- 3 6 6

II  ________
I I I ...................
IV __________

1954 ....................... 1,8 28 - 2 ,8 8 2 - 1 ,0 5 4 -6 6 9 173 -1 ,5 5 0

I ...................... 188
444
165

1,031

-7 4 4
-6 7 1
-5 7 4
- 8 9 3

- 5 5 6
-2 2 7
-4 0 9

138

37
-1 5 5
- 2 7 0
-2 8 1

12
156
164

-1 5 9

-5 0 7
-2 2 6
-5 1 5
-3 0 2

I I ....................
I l l _____ ____
I V . . . . ..............

1955 ___ ________ 2,0 09 - 3 ,4 7 0 -1 ,4 6 1 -1 8 7 503 -1 ,1 4 5

I ___________ 605
421
193
790

- 7 7 2
- 1 ,0 6 4

-7 0 0
-9 3 4

- 1 6 7
- 6 4 3
-5 0 7
- 1 4 4

31
- 1 0 9

79
- 1 8 8

42
258

51
152

- 9 4
-4 9 4
-3 7 7
-1 8 0

I I __________
I I I __________
I V . . . . .............

1956 . ______ 3,9 67 - 4 ,9 8 8 -1 ,0 2 1 -4 5 7 543 -9 3 5

I ____ _____ 537
1,0 33

658
1,73 9

-1 ,0 1 0  
-1 ,2 3 0  
-1 ,3 0 1  
- 1 ,4 4 7

- 4 7 3
-1 9 7
- 6 4 3

292

12
- 1 3 6

- 7 2
-2 6 1

- 2 0
63

225
275

-4 8 1
-2 7 0
- 4 9 0

306

I I __________
I I I __________
IV ............. .

1957....... .................. 5,7 29 - 6 ,1 7 8 -4 4 9 -1 8 8 1,157 520

I ___________ 1,6 32
1,651

971
1,4 75

- 1 ,3 0 3  
-2 ,2 6 7  
- 1 ,1 4 3  
-1 ,4 6 5

329
-6 1 6
-1 7 2

10

-2 4 4
44
86

- 7 4

470
446
384

-1 4 3

555
-1 2 6

298
-2 0 7

I I . ....................
ITI__________
I V . . . . .............

1958.......................... 2,2 06 - 5 .  SGI - 3 ,6 5 5 -3 6 2 488 -3 ,5 2 9

I . . ............. . 650
653
219
684

- 1 ,3 9 5
-1 ,7 2 0
-1 ,2 3 6
-1 ,5 1 0

-7 4 5  
- 1 ,0 6 7  
- 1 ,0 1 7

-8 2 6

-7 1
-1 7 5
-1 11

- 5

221
137
171

-4 1

-5 9 5
-1 ,1 0 5

-9 5 7
-8 7 2

I I ___ _______
I I I ___ ______
IV ........... .........

1959.......................... 134 -4 ,3 6 6 -4 ,2 3 2 77 412 -3 ,7 4 3

I ....... ................ 51
-1 3 7
-2 7 4

494

-1 ,1 6 2
-1 ,3 1 8
- 1 ,0 1 0

-8 7 6

-1 ,1 1 1
- 1 ,4 5 5
- 1 ,2 8 4

-3 8 2

201
5

76
-2 0 6

74
273

-5 1
116

-8 3 6
-1 ,1 7 7
- 1 ,2 5 9

-4 7 1

I I ................
I l l ....................
IV .....................

I9 60 .. ___________ 3,8 25 - 5 ,  725 - 1 ,9 0 0 - 1 ,4 3 3 -5 9 2 - 3 ,9 2 5

I ......... . ............ 540
837
563

1,8 85

-1 ,1 5 8  
-1 ,3 9 0  
-1 ,1 9 1  
-1 ,9 8 6

-6 1 8
-5 5 3
-6 2 8
-1 0 1

- 9 7
-2 3 8
-4 7 3
-6 2 5

74
-1 0 0

- 9 0
-4 7 6

-6 4 1
-8 9 1

-1 ,1 9 1
- 1 ,2 0 2

I I __________
I I I ......... ...........
IV __________

19 61 ............... ......... 5,1 43 -5 ,5 5 9 -4 1 6 - 1 ,4 4 3 -60-2 2.46 1

I ...... ............ . 1,5 44 
1,3 57 

578 
1,6 64

- 1 ,4 8 3
- 6 9 0

-1 ,5 3 1
- 1 ,8 5 5

61
667

-9 5 3
-1 9 1

-3 8 5
-2 8 2
-1 9 9
-5 7 7

16
-2 9 6

243
-5 6 5

-3 0 8
89

-9 0 9
-1 ,3 3 3

I I ....... ............
I l l ....................
IV ............... ..

1962—1.................... 1,1 29 - 1 ,6 0 3 -4 7 4 -2 5 3 262 -4 6 5

> Inc lude s net  Go ve rn men t gr an ts  and  cr ed its , n e t pr iv at e lon g-t erm  in ve st m en t ab roa d, an d ne t 
re m itt an ce s an d pen sions.

N ote .—Exc lude s m ili ta ry  tra ns fer s un de r gr an ts . Sourc e: D ep ar tm en t of Comm erc e da ta .

87 948—<62— pt. 3----- 75
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U.S.  balance of payments by major components— Seasonally  adjusted by quarter, 
1961 and 1962 

[In million s of dollars]

Nonmili- 
tar y ex­

port  sur­
plus of 

goods and 
services

Less 
amo unt  
financed 
by Gov­
ernm ent 

grants  and
loans

Equa ls 
commer­
cial su r­
plus  of 

goods and  
services

Plus
other
major

tran sac­
tions *

Equals 
basic 

U.S. po­
sition 

(deficit  
( - ) )

Plu s re ­
corded 

U.S. 
shor t­

term  p ri­
vate  ca p­
ital ou t­
flow and 
foreign 

commer­
cial cred ­

its to 
Uni ted 
State s

And 
tran sac ­
tions  u n­
accounted 

for, in­
cludin g 

unrec ord­
ed capi­
tal flows

Equals 
overall 
U.S. po­
sition 

(deficit
( - ) )

1961............................. 7,684 2,574 5,11 0 -5 ,5 26 -4 16 -1 ,4 43 -6 02 -2 ,4 61
I ........................... 2,320

1,924
1,575
1,865

645
527
699
703

1,675
1,397

876
1,162

-1 ,5 59
-5 39

-1 ,6 75  
- 1 , 753

116
858

-7 99
-5 91

-4 06
-3 16
-3 04
-4 17

-2 9
-3 66

193
-4 00

-3 19
176

-9 10  
-1 ,4 08

II .........................
I l l ........................
TV

1962-T __ _____ 1,873 726 1,147 -1 ,4 39 -2 92 -4 01 217 -4 76

' Includ es n et mili tary  expen ditur es abroad, n et  G overnmen t gr ant  and cred it dollar pay ments to foreign countries an d inter national inst itu tions,  n et privat e long-term in ves tme nt abroad, an d ne t rem ittanc es and pensions.

N ote.—Excludes m ilitar y transfers un de rgran ts.
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U.S.  balance of paym ents  by major components,* seasonally adjusted
[Millions of dollars]

A. G oo ds  an d  serv ic es , G overn m en t as si st an ce  an d
lo ng-t er m  c ap it a l a c c o u n ts :1

(1) N o n m il it a ry  m erc han dis e export s____
(2) Les s th ose  fi na nc ed  b y  G over nm en t

g ra n ts  a n d  c a p it a l_________________

(3) M erc hand is e  ex port s o th e r th a n
th ose  fina nce d b y  G over nm en t 
g ra n ts  a n d  c a p it a l______________

(4) N o n m il it a ry  m erc han d is e im p o r ts .__

(5) B al an ce  on  tr a d e , ex cl ud in g ex po rt s
finan ce d b y  G overn m ent g ra n ts  
an d  ca p it a l........ ....................................

(6) N o n m il it a ry  s er vi ce  e xport s__________
(7) Le ss  th ose  fi nance d by  G over nm en t

g ra n ts  a n d  c a p it a l_________________

(8) Se rv ic e ex port s,  o th e r th a n  th os e
finan ce d b y  G overn m en t g ra n ts  
and  c a p it a l_________ ___________

(9) N o n m il it a ry  s er vi ce  im p o rts _________

(10) B al an ce  on se rv ic es , o th e r th a n
th ose  ren der ed  u n d e r  G overn m en t 
g ra n ts  a n d  c a p it a l........................ .......

(11) B a l a n c e .. .. ____ ___________________

B . O th er m aj or  t ra nsa ct io ns:
(1) M il it a ry  e xpend it u re s____________________
(2) M il it a ry  c as h re ce ip ts ____________________
(3) G overn m ent g ra n ts  an d  cap it a l—d ol la r

pay m en ts  to  forei gn  coun tr ie s and  
in te rn ati onal in s ti tu ti o n s___________

(4) R epaym en ts  on  U .S . G o v ern m en t lo an s,
ex cl ud in g fu nd in gs b y  n ew  l oans...... .........

(5) U .S . d ir ec t and  lo ng-t er m  po rt fo lio  i n v e st ­
m ents  a b ro ad  3 _____ _____________ _____

(6) For ei gn  d ir e c t an d  lo ng-t er m  po rt fo lio in ­
v estm en ts  in  th e  U n it ed  S ta te s_________

(7) R em it ta nces a n d  pen si ons_______________

(8) B ala nce ........................................................ ......

C . B al an ce  on  good s a n d  se rv ic es , G o v ern m en t
as si st an ce  a nd  l ong-t er m  ca p it al  a c co u n t____

D . R ec ord ed  U .S . p ri v a te  sh o rt -t e rm  ca p it a l o u t­
flo w less  fo re ign sh o rt -t e rm  cre d it s  to  th e  
U n it ed  S ta te s (e xc lu di ng fo re ig n li q u id  dol­
la r hold in gs) _______________________________

E . U nre cord ed  t ra n sa c ti ons_____________________

F . (1) O ve ra ll ba la nc e,  se as onal ly  a d ju s te d ____
(2) Les s s ea so na l a d ju s tm e n t_________________

G. (1) O ver al l ba la nc e,  ac tu a l (n o t se as onal ly
ad ju st ed ) 3_______ _____________ _____

(2) E qua ls : C han ge s in li qu id  li ab il it ie s to  fo r­
eign  p ri v a te  hold ers , in c lu d in g  
ban ks an d  n o n m o n e ta ry  in te r ­
n a ti onal an d  re gio nal  in s ti ­
tu ti o n s________________________

(3) P lu s: C han ge s of  hold in gs of  go ld  and
convert ib le  cu rr en cie s by  U .S . 
m o n e ta r y  a u t h o r i t i e s  a n d  
ch an ge s in  U .S . li q u id  l ia b il it ie s 
to  for eign an d  in te rn a ti o n a l 
m one ta ry  au th o ri ti e s__________

1960 1961
1961 1962

I I I I I I IV I

19, 459 19,915 5,061 4,768 4,940 5,1 46 5,068

1,798 2,183 559 435 594 595 606

17,661 
-1 4 ,7 23

17,732 
-1 4 ,5 14

4,502 
-3 ,3 6 9

4,333
-3 ,4 1 7

4.346 
-3 ,8 4 0

4, 551 
-3 ,8 8 8

4,4 62
-3 ,9 1 4

2,938 3.218 1,133 916 506 663 548

7,21 9 7,74 5 1,937 1,910 1,863 2,035 2,095

322 391 86 92 105 108 120

6,897
-5 ,4 1 7

7,354 
-5 ,4 6 2

1,851
-1 ,3 0 9

1,818
-1 ,3 3 7

1,758
-1 ,3 8 8

1,927
-1 ,4 2 8

1,9 75
-1 ,3 7 6

1,48 0 1,892 542 481 370 499 599

4.418 5,110 1.675 1.397 876 1.162 1,147

-3 ,0 1 8
336

-2 ,9 4 7  
398

-7 7 0
66

-7 5 6
150

-6 9 9
87

-7 2 2
95

-7 5 5
215

-1 ,2 3 5 -1 ,2 8 3 -3 0 2 -2 5 4 -3 0 3 -4 2 4 -2 8 9

585 1,19 9 123 828 59 189 131

- 2 ,  544 -2 ,4 8 1 -5 7 7 -4 8 7 -6 2 3 -7 9 4 -6 7 6

430
-8 4 2

466
-8 7 8

122
-2 2 1

201
-2 2 1

20
-2 1 6

123
-2 2 0

153
-2 1 8

-6 ,3 1 8 -5 ,5 2 6 -1 ,5 5 9 -5 3 9 -1 .6 7 5 -1 ,7 5 3 -1 ,4 3 9

-1 ,9 0 0 -4 1 6 116 858 -7 9 9 -5 91 -2 9 2

-1 ,4 3 3
-5 9 2

-1 ,4 4 3
-6 0 2

-4 0 6
- 2 9

-3 1 6  
—36t

-3 0 4
193

-4 1 7
-4 00

-4 0 1
217

-3 ,9 2 5 -2 ,4 6 1 -3 1 9
-1 1

176
87

-9 1 0
- 1

-1 ,4 08
—75

-4 7 6
-1 1

-3 ,9 2 5 -2 ,4 6 1 -3 0 8 89 -9 0 9 -1 ,3 33 -4 6 5

-3 61 -1 ,2 0 2 74 -5 7 0 -2 3 4 -4 7 2 -5 8 4

.J -3 ,5 6 4

-1 .2 5S -3 82 659 -6 7 5 -8 61 119

1 Excl udes  m il it a ry  t ra ns fe rs  u n d e r gra nts .
* S hort  te rm  ca p it al  m ovem en ts  bet w een  p a re n t co m pa ni es  a n d  th e ir  fo re ign af fi lia te s ar e re port ed  as  

p a r t of  d ir ec t in vest m en t.
3 In cr ea se  i n  U .S . li ab il it ie s and  sa le s of  go ld  (—).

Sou rc e:  D e p a rtm en t of  C om m er ce , Office  o f B usi nes s E con om ic s.



B alance-of-P ay me nt s Data fob F oreign Cou ntrie s P ar tic ipa tin g in  th e IMF  
Borrowing Arra nge men ts

The following  tables  present the balance of payments for  each of these coun­
tries for  the years 1952 to date . As of Ju ly  6, 1962, the  ra te  of exchange in 
the  foreign exchange  market for  each of these currencies  was above its  par ity 
with the dol lar w ith the exception  of Japan.

Canada: Balance  o f payments,  1952-61
[M illi on s of d olla rs]

1952 ................................................................................
1953 ...............................................................................
1954 ...............................................................................
1955 ...............................................................................
1956 ...............................................................................
1957 ...............................................................................
1958 ...............................................................................
1959 ...............................................................................
1960 ...............................................................................
1961 (J anuar y  to  Se pt em be r)_________________

Goods  an d 
serv ices

Cap ita l an d 
ot he r tra ns ­

act ion s

Er ro rs  a nd  
omi ssio ns

Ch an ge  In 
rese rves * 

(decre ase  —)

215 -2 9 186
-4 0 3 404 1
-3 9 4 497 103
-6 1 5 467 -1 4 8

-1 ,2 9 3 1,3 75 82
-1 ,3 8 3 1,341 - 4 2
-1 ,0 6 1 1,09 2 31
-1 ,4 3 1 1,461 30
-1 ,1 1 0 1,004 -1 0 6

-6 4 1 733 92

• In cl ud in g com me rcia l ba nk s.

Source:  IM F  Bal anc e of P ay m en ts  Y ear book.

Germany: Balance of payments,  1952-61
[M ill ion s of do llar s]

1952 ...............................................................................
1953 ................................................................................
1954 ................................................................................
1955 ..............................................................................-
19 56 ...............................................................................
1957 ................................................................................
1958 ................................................................................
1959. ..............................................................................
1960. ............... ..............................................................
1961............................................................................—

Goods an d 
serv ices

C ap ita l an d 
ot he r tran s­

act ion s

Er ro rs  an d 
om issi ons

Ch ang e in  
rese rves i 

(decre ase  —)

556 - 4 9 50 557
983 -4 0 4 - 5 7 522
948 -2 1 6 - 9 9 633
701 -3 1 1 54 444

1,30 9 -3 7 9 151 1,081
1,789 -9 6 8 404 1,22 5
1,86 6 -7 6 9 - 9 9 998
1,66 4 -1 ,7 8 4 - 2 2 -1 3 1
1,77 2 -8 0 0 457 1,4 29
1,676 - 1 ,5 5 7 8 127

i In cl ud in g comm erc ial ba nk s.

Sourc e: IM F  Balan ce of Pa ym en ts  Yea rb oo k an d In te rn at io na l Fi na nc ia l Stat ist ics.

Sweden: Balance of payments,  1952-61
[M ill ions  of do llars]

Goods an d 
serv ices

Cap ita l an d 
ot he r tran s­

act ion s

Er ro rs  a nd  
omis sion s

Ch ang e in  
rese rves  1 

(dec reas e —)

1952 ......................................................................... 36 - 3 6 23 23
1953 ........................................................................... 73 - 9 3 67
1954 ............................................................... - 2 4 17 - 1 3 —20
1955 ............................................................... - 7 5 83 8
1956 ................................... .........................- ........... - 2 3 - 3 1 95 41
1957 ........................................................ - 1 5 - 2 0 49 14
1958 ................................... ...........................- ......... - 5 0 - 1 0 90 30
1959 ______ ___________ _____ ______________ 1 - 1 3 49 37
I960  ................................................................... -1 0 5 - 2 4 89 - 4 0
1961 (J an ua ry  t o J u n e ). —------ ------ ------ --------- - 1 - 2 98 95

i I nc lu di ng  c om me rcia l b an ks .

Source : IM F  Ba lan ce of Pa ym en ts  Y ear bo ok .
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United Kin gdom: Balance of paym ents , 1952-61
[Milli ons of do llar s)

Goods an d 
serv ices

C ap ita l an d 
ot he r tran s­

act ion s

Er ro rs  an d 
omi ssio ns

Ch ang e in 
reserv es > 

(de cre ase  —)

1952................................................................................ 479 —115 70 434
1953..................................................... ......................... 370 —379 45 36
1 95 4 .. .............. ............................................................ 658 —602 —76 —20
1955______________ —188 —414 333 —269
1956............. ................................................................ 700 —1 034 314 —20
1957...................... ...................... 846 —745 451 552
19 58 ..................... .............. . ................ ........................ 1,112 —737 185 560
1959................................................ 482 —1 025 28 —515
1960___________________________ ___________ —694 —804 1 019 —479
1961 (J an ua ry  t o S e p te m b er) .____ ___________ ’- 3 0 2 -2 9 8 622 22

1 In clud ing comm erc ial ba nk s. 
’ I nc lud es  t rans fer pa ym en ts .

Source : IM F  Ba lan ce of P ay m en ts  Ye arb ook an d In te rn at io na l Fina nc ia l St ati sti cs.

Ital y: Balance of paym ents , 1952-61
[M ill ion s of do llar s]

Goods an d 
serv ices

C ap ita l an d 
ot he r tran s­

act ion s

Er rors  an d 
omis sion s

Ch ang e i n 
rese rves 1 

(decre ase  —)

1952 ....................................................... ........................ —601 447 25 - 1 2 9
1953 ______ ___________ _________________ _ —416 323 11 - 8 2
1954 ............................................ .............. —217 246 - 3 6 - 7
1955 ______________________________________ -2 1 0 311 - 2 1 80
1956 ................................ ............................................ —271 404 - 4 2 91
1957........................................................... — 166 424 - 4 7 211
1958 ......... .......... ............ . ........................ 297 423 61 781
1959_______ ____ _______________ 559 496 -1 4 2 913
196 0___________________  ______ 115 544 - 3 6 623
1961 _________________________  . . . ’ 561 58 503

• In cl ud in g com me rcia l ba nk s.
1 I nc lude s pr iv at e tra ns fer  p ay m en ts .

Source: IM F  Balan ce of Pay m en ts  Y ear bo ok .

Jap an: Balance of paym ents , 1952-61
[M ill ion s of do llar s]

Goo ds an d 
serv ices

C ap ita l an d 
ot he r tr an s­

actio ns

Er ro rs  an d 
omissi ons

Ch ang e in  
reser ves 

(dec reas e —)

19 52 ..____ ____________ ________ 190 63 1 i 254
1 95 3 .. .................. ............ . ................ —226 - 5 3 -2 1 -3 0 0
1954___________ ______ ________ —80 140 52 112
1 955. .. ........ . .................................. . .................. 205 63 -1 01 167
1956____________________ ______ _____ —59 130 14 85
1 9 5 7 .. ......................................................... —590 70 5 -5 1 5
19 58 ............................................................. 460 —212 72 320
1959___________ ______ _________ 384 13 57 454
1960........ ....................... .................... 170 285 21 476
1 9 6 1 .. .. _____________________________ -9 7 6 519 53 -4 0 4

1 I nc lu di ng  co mm ercial ba nk s.

Source: IM F  Balan ce of P ay m en ts  Ye arb ook.



Netherlands: Balance of paymen ts, 1952-61
[M ill ion s of d oll ars ]

Goo ds an d 
serv ices

C ap ita l an d 
ot he r tra ns ­

act ion s

Er ro rs  an d 
omi ssion s

Ch an ge  i n 
res erv es i 

(de cre ase  —)

1952 492 60 —2 550
1953........ ....................................................................... 376 —41 —49 286
1954.......................... ..................................................... 89 — 62 38 65
1955............................................................................... 213 — 5 — 162 46
1956 — 186 —37 14
1957................................................ — 146 103 27 16
1958............................................. 414 64 23 501
1959............................................................................... 483 — 261 — 60 162
1960................................... ........................................... 317 —82 28 263
1961 (J an ua ry  t o Sep te m be r)________________ 122 - 3 0 9 43 -1 4 4

1 Inc luding  c om me rci al ba nk s.

Source: IM F  Ba lan ce  o f P ay m en ts  Ye arb ook.

Belgium-Luxembourg: Balance of paym ents , 1952-61
[M ill ion s of dol lars ]

1952 .................... ...........................................................
1953 ................................................................................
1954 ................................................................................
1955 ................................................................................
195 6. ..............................................................................
1957. ..............................................................................
1958 . ..............................................................................
1959 ................................................................................
1960 ................................................................................
1961 (J an ua ry  to J u n e ).......... . ............ ....................

Goods  an d 
ser vices

Cap ita l an d 
ot he r tran s­

act ion s

Er ro rs  a nd  
omi ssio ns

Ch an ge  i n 
reserv es 1 

(decre ase  —)

184 - 8 6 4 102
64 - 4 8 - 5 8 - 4 2
10 64 - 8 4 - 1 0

284 - 8 8 - 1 0 8 88
240 - 2 0 6 - 2 6 8
170 -1 4 2 - 3 6 - 8
350 22 - 4 368
24 - 6 4 - 4 2 - 8 2
98 60 - 3 4 124

- 5 4 - 6 8 - 1 0 -1 3 2

1 In cl ud in g comm erc ial ba nk s.

Source : IM F  Ba lan ce of P ay m en ts  Y ear book.

France (franc area): Balance of paym ents , 1952-61
[M ill ions  of do llars]

Goods an d 
serv ices

Cap ita l an d 
ot he r tran s­

act ion s

Er ro rs  an d 
om issi ons

C han ge ]n  
reserves’ 1 

(dec reas e —)

1952 ...... .............. .............................. .......... .............. -6 4 8 358 - 6 - 2 9 6
195 3__________________________________ ____ -2 1 9 347 7 135
1954 . .  . . . .  ......... . ............ .............. ......... 193 354 40 587
1955 ......................................................... ...................... 550 221 105 876
1956 ________________ _____________________ -8 2 0 - 1 4 - 4 0 -8 7 4
1957 ............................................................. ................ -1 ,4 0 0 428 - 2 2 -9 9 4
1958 . ............... ....................................... -3 0 0 208 - 6 3 -1 5 5
1959______ ____ ____ ___________ ____ ______ 652 249 120 1,02 1
1960 .......................... . ............ ............................. 637 - 7 3 - 2 4 540
1961 ________ _____________ _________________ 858 - 5 5 111 914

1 In cl ud in g com me rcia l ba nk s.

Source : IM F  Bal anc e of Pa ym en ts  Ye arb ook.

Mr. F ord. What I had in mind is a column so you could compare 
on a quarterly  basis and annual basis as f ar as the United States is 
concerned.

Mr. Rhodes. You mentioned the Triffin plan and the disapproval of 
the nations of the IM F of this plan. Therefore, I  would imagine we
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can assume this new IM F plan is not a step toward  a free world 
currency.

Secretary Dillon. No. It  is quite the contrary . It  is try ing  to 
make our present system work, which is what we think  you should do 
before you launch into any new experiments with currencies.

Mr. Rhodes. May I ask this—Why is IDA  now making loans which 
are repayable in hard currency—International Development Associa­
tion?

Secretary D illon. I think  they always have.
Mr. Rhodes. Am I mistaken about  that  ?
(Olf the record.)
Mr. Passman. Evidently one of my colleagues sent a copy of my 

recapitu lation of dollar credits and gold down to the Treasury. I  
feel complimented that , in effect, the Treasury Department has veri­
fied in general the correctness of the compilation.

I yield to Mr. Ford.

COUNTRIES  HA VING  USED IM F

Mr. F ord. What are some recent examples of countries t ha t belong 
to IMF tha t have gotten into difficulty ?

Secretary Dillon. The United Kingdom a year ago, which had to 
have a very substantial drawing.

Aust ralia  a year or so ago, which got into some difficulty and paid 
it all back in March.

The most recent one is Canada.
In addition, there have been a number of less developed countries 

such as Brazi l and Argen tina. There must be 20 or 30 of these I MF  
credits of one sort or other outstanding.

Mr. F ord. I think  it would be he lpful for the record to take the 
case of Great Britain, Australia, and Canada. Lis t the drawings they 
made on the  F und in order to improve thei r s ituation , show the da te 
the  drawings were made and the amount involved.

I think it would also be helpful to list in each instance what the 
respective countries did internally to meet their problem and restore 
interna tional  fa ith in their  monetary situation.

Secretary D illon. I will be glad to do that.
I will give the case history of  each of the three. Each  situa tion was 

different. They give a broad spectrum.
Mr. F ord. You might show what has been the  result of these in ter­

nal actions taken to meet the situation.
In  the  case of Canada, it  is too early to give any definitive response, 

but in the case of Great Bri tain  and Australia, I think you can.
Off the record.
(Off the record.)
(The information requested follows:)

R ecent IM F Operations Wit h  Australia, th e United  Kingdom and Canada

AUSTRALIA

Aust ralia ’s balance-of-payments problem stemmed primarily from inflation and 
rising consumer demand for imported goods as a result  of a sustained period of 
domestic prosperity. These factors led to a substantial decline in foreign ex­
change reserves which necessitated its recourse to the IMF in September 1961. 
Austral ia had earlier  gone through a period of increased demand for its exports, 
on which its economy is primarily dependent, and its foreign exchange earnings
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had been a t a high level. As a result there had been a domestic boom with rising 
prices and wages. Since Austra lia’s consumers rely upon foreign countries to 
supply manufactured goods, prosperity had given rise to a natu ral increase in 
the demand for imports. Strong inflationary pressures were caused by a com­
bination of increased consumption expenditure and tight conditions in the labor 
market, resulting  in a rise in the Consumer Price Index of 4% percent during
1960 alone. At the same time Australian exports failed to keep pace with its 
imports, its export-import deficit for goods and services increased sharply, and 
there was a verjT substantial loss of A ustralia’s in ternational monetary reserves. 
The loss amounted to almost $400 million in 1960, or about one-third of total 
reserves.

Austral ia had already started on a program to right its interna l and external 
balance before it approached the Intern ational Monetary Fund. The F und draw­
ing reflected Australia’s need for temporary assistance pending an expected in­
crease in exports which in fact  took place in 1961.

On April 21, 1961, the Australian Government requested th e Fund for a draw­
ing of $175 million and standby arrangement for $100 million. Both of these 
requests were granted. Austra lia drew the $175 million in the following cur­
rencies: $55 million in deutsche marks, $40 million in U.S. dollars, $30 million in 
pounds sterling, $15 million in French francs, $15 million in Ital ian  lire, $10 
million in Canadian dollars, and $10 million in Netherlands guilders.

Austral ia informed the Fund of the measures and policies which would be 
relied on to restore balance. These included the following:

(1 ) The Government used its influence to discourage a fur ther increase in 
the basic wage level.

(2 ) In the fiscal field, additional taxat ion was imposed to dampen inflationary 
pressures by restraining consumption and price rises.

(3 ) The Reserve Bank followed an increasingly restric tive credit policy; 
reserve requirements were increased early in 1960 and banks reduced the rate  of 
new lending. Inter est rates  were increased during 1960 both by the banks and 
on public issues.

The results of the policies and measures were successful and by the end of
1961 total gold and foreign exchange reserves had increased from $842 million 
to $1,348 million. Australia  did not draw against the standby arrangem ent and 
requested the Fund to cancel it  on September 5,1961 although it still had a num­
ber of months to run. As for the drawing of $175 million in various currencies, 
Austral ia in the  course of the present year made full repayment to the Fund, far 
ahead of the normal minimum period of 3 years for which drawings remain 
outstanding.

UNITED  KINGDOM

The United Kingdom’s problem in the spring of 1961 stemmed primarily  from 
short-term capital outflow resulting from intensive  speculation ag ainst the pound. 
While th e United Kingdom had experienced recurring balance of payments prob­
lems from World War II, it had taken  a number of steps to correct this situa­
tion. However, inflationary pressures stemming from prosperous domestic con­
ditions, combined with reva luation of the deutsche mark, gave rise to exaggerated 
fears that ste rling was in trouble.

The United Kingdom reserves had declined heavily from the equivalent of 
$3.4 billion in Janu ary 1961 to about $2.5 billion in early July and would have 
declined still furth er if there had not been temporary support totaling  some $900 
million provided by a group of continenta l central banks in the spring of 1961. 
The heavy pressure on sterling had been due both to speculation f or a change in 
the sterling rate  following the  revaluat ion of the deutsche mark in March and 
to concern as to the basic balance of payments because of the heavy and rising 
demand pressing on the domestic economy which was experiencing labor short­
ages and running a t full capacity. In 1960 and early 1961 there had been a short­
age of labor, wages had increased by about 5% percent in the second h alf of 1960 
which was substanti ally higher than the increase in productivity  of about 2 per­
cent. Retail prices had increased about 3 percent. In 1960 the current  account 
deficit in the balance of payments amounted to about $800 million. In contrast 
to 1960, during the first half of 1961 there was a large net outflow of short-term 
capital.

On Ju ly 28, 1961, the Government of the United Kingdom requested the Fund 
for a drawing of $1,500 million and a standby ar rangemen t of  $500 million. This 
amounted to 100 percent of the United Kingdom quota. The Fund obtained $1
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billion of this  tot al by cash ing non-interest-b earing notes of its  oth er members 
and by selling $5 00 million of its gold for the balance. The  schedule is as follows : 

[I n  m il li on s of  U .S . do lla rs ]

Cur re nc ie s p ro vid ed  to  U n it ed  K in gdom  b y  I M F , by  c oun tr y

U nit ed  S ta te s (d oll ar )____ ___________________________________
G erm an y  (d eu ts che m a rk )___________________________________
Fra nc e (f ra nc) _______________________________________________
Ita ly  ( li r a ) .. ______ __________________________________________
N eth erl ands  (g uilder )_______________________________________
B el gi um  (f ra nc) _____________________________________________
C anada (d o ll ar )_____________________________________________
Jap a n  (y en )_________________________________________________
Sw ed en  (k ro na)_____________________________________________

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

A m ount of 
cu rren ci es  

ob ta in ed  by 
se lli ng  n ot es

A m oun t of 
cu rr en ci es  

o b ta in ed  by  
se lli ng  g old

T o ta l

300 150 450
180 90 270
180 90 270
80 40 120
80 40 120
60 30 90
50 25 75
50 25 75
20 10 30

1,000 500 1,500

In Jul y the  Chan cellor of the  Exchequer informed Par liame nt of a program 
of measures, which  w ere subse quent ly also pres ente d to the Fund, to bring under 
contro l the pres sures of domest ic deman d on a fully employed economy and to 
res tor e equi librium in the  balan ce o f  paym ents. These  included the foll owi ng:

(1 ) Fiscal mea sure s to restr ain  infla tion included a surc harg e of the  full 
amount of 10 perc ent per mit ted  by a new law was imposed on a range of 
customs and  excise  dut ies and  on the  sales  tax  in orde r to res tra in con­
sumption demand. Po sta l and  telepho ne char ges were also increas ed.

(2 ) Publ ic exp end itur e was to_be brou ght into  the proper rela tionship  
with resources so as to lighten  the load on the  economy.

(3 ) Heavy  reliance  was placed on mon etary policy. The hank  rat e was 
rais ed on Jul y 25 from  5 perc ent to an emerge ncy 7-perc ent level and the 
Bank of England  made  a fu rth er  call for special  depos its from the banks. 
At the same time bank s were asked  to  be severe on requ ests  fo r cred it rela ted 
to perso nal consumption.

(4 ) The Gover nment urge d a paus e in the  incr ease  in money incomes 
since in 1960 they rose by much more tha n rea l na tio nal  pro duc tion; this 
pause was to include both wages and  dividen ds. The Government also 
imposed a capital-g ains  tax on speculative sho rt-term  profits.

(5 ) Measu res were  tak en to decre ase oversea expendi tures, but  inso far 
as possible in ways not to reduce  aid  to underdeveloped countr ies.

Whil e an overall budge t sur plu s was not achieved , thi s progr am of action 
brou ght  to a ha lt the spec ulati ve pres sure s on ster ling . Rese rves  increa sed and 
a t the end of Jun e 1962 amou nted to $3,433  million. This  incre ase was in spite 
of sub stantial repayme nts to the  Fund  on the  large  drawin g of $1,500  million. 
These  repay ment s as of May 31 had amou nted to $770  million in vario us cur ­
rencie s ; more tha n ha lf of th e tot al draw ing thus being repai d.

CANADA

The prima ry explana tion  of the  Can adia n paym ents  problem was found in the 
sub sta nti al reduc tion of cap ital  inflow into Can ada  which has normally covered 
its  customa ry tra de  and service s deficit. Thi s is believed to have resulted from 
seve ral fac tors  includ ing unc ertain ties as to the  course  of the exchange ra te  
in the months precedi ng the  decision  to esta blis h a fixed ra te  and other policies 
designed to reduce reliance on fore ign capital. Shortly af te r the estab lishm ent 
of a fixed ra te  by Canad a, unc ertain ties and  oth er fac tor s rela ted  to the Cana ­
dian scene f ur ther  de terr ed cap ital  inflow.

Can ada has trad itio nal ly run  a larg e int ern ation al deficit in its goods and 
services transa ctio ns which has  been financed by a heavy  inflow of long-term 
capi tal, prima rily  from  the United States.  Throug hou t the period 1956- 61, 
Can adia n inte rna tional  monetary  rese rves  rema ined stab le at  about  $2 billion 
despi te the  very large  budge t deficits in all of these  yea rs (exc ept 195 7).

Can ada had  experienced a substan tia l loss in reserves  in the first qu art er of 
1962, when the  exchange ra te  was sti ll being allowed to fluctua te. After a brief  
lull following  the annou ncement of the  new par value, the dra in on reserves 
resu med  and  up to June 21 the loss o f r eser ves  h ad been approxim ately  $1 billion,
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compared with  a reserve level of $2.1 b illion at  the high poin t in the  l at te r pa rt of 1961, and  prom pt emergency action was  required.On Jun e 22, 1962, the Government of Canada requested the  Fund for a draw ing equivalent  to $300 million, in the following cur rencies : $100 million in pounds  sterling, $80 million in deutsche mark, $80 million in French  francs, $20 million in Netherlan ds guilders, and $20 million in Belgian francs. This was to be pa rt of a tot al of $1,050 million in the form of shor t-term financial assi stance which Cana da had mobilized to aid in the maintenance  of the par value of 92.5 cents per  U.S. dolla r, which had  been agree d with the  Fun d on May 2, 1962.
The Canadian author itie s presented to the  Fund a program of action  aimed at  stopping the dra in of reserves and restoring confidence in the new pa r value. This  program included the following  step s:

(1) The fiscal deficit which was cur ren tly running at  an annual ra te  of Can $750 million (equivale nt to about $11 bi llion in term s of comparabi lity with  the United Sta tes)  would be reduced in two ways. Cuts in expendi­tur es  would be made amounting to Can $250 million on a full-year  basis. A temporary  gradua ted  tax on imports , which was the  only source of add i­tion al revenue immediately  available , was intended to yield  about Can$200 million in a full year. These two measures will reduce the  deficit to a lmos t $5 billion on an ann ual  basis when transl ate d into term s of comparabi lity with the  United  States .
(2) The duty- free  import allowance would be reduced for retu rning travelers .
(3) Proceeds in Canadia n dol lars  received by the exchange fund from the sale of foreign exchange would no longer be a vai lable as a general Treasury revenue, but would be segregated and used only for  subsequent purchases of  foreign exchange.
(4) The bank ra te  of the  Bank of Canada will he rea fte r be fixed at  a partic ula r ra te  from time to time ra ther  than being varied from week to week in rela tion  to the Treas ury  bill rate . The bank  rat e was raised to 6 percent.
(5) The main tenance and  defense of the  new pa r value was firmly an­nounced by th e P rime Minis ter.

It  is too early  to report  on the  progress made in res tor ing  payments equilib­rium and stopping the  dra in on reserves. However, in the  first  days  following the  announcement of the program of action  and of the  supp ort fund of $1,050 million, selling pressures on the  Canadian dol lar abated.

ACTION TA KE N BY GREAT BR ITAIN TO RESTORE STA BIL ITY

Mr. Ford. Has the action taken by Great Bri tain  in the last year resulted in a restoration  of confidence as fa r as they are concerned ?Secretary Dillon. I would say quite a substantial restoration of confidence. They have been able to pay back, of  the $1.5 billion they have borrowed, some $770 million. They have been able to reduce thei r bank rate, which was 5 percent sometime before the crisis and they upped it to 7 percent. It  is now down to 4.5 percent, even lower than  it was before. Things  seem relatively  stable. Small amounts of funds may still be moving to Great  Brita in.
During  this time, some of the  other countries fur ther reduced thei r bank rates so it  made it a little easier.
Mr. Ford. What are some of the other things the Macmillan gov­ernment did to create this stability ?
Secretary Dillon. They had a law passed which gave the Gov­ernment the righ t to increase or decrease taxes by about 10 percent. This was a sort of excise tax they put on various items and they made use of these increased taxes and through this got extra funds and re­duced domestic consumption.
They are operat ing a t fu ll capacity, bu t they do not have a sufficient volume of exports to pay for thei r imports, so one of thei r objectives
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is to reduce interna l demand so as to  divert more of their  production 
into exports. They have been moderately successful with that . 

(Discussion off the reco rd).

WAGE PAUSE PROGRAM IN  GREAT BR ITAIN

Mr. Ford. Was this wage pause program of the Macmillan gov­
ernment pa rt of their  effort to meet this situation ?

Secretary Dillon. Yes. It  was part of the same situation.
As I mentioned earlier, countries on the outside watching another 

country in a balance-of-payments difficulty watch thei r price levels 
for exports very carefully , and th is is particularly true  in the case of 
Great  Britain .

The Br itish  themselves, in order to increase their  exports, felt  it was 
imperative that thei r wages not increase rapidly  so th at they could 
keep thei r prices steady and possibly even reduce them and thereby 
increase thei r share of the world export market.

Mr. F ord. H ow adequately did the Macmillan government hold the 
line on this wage pause program ?

Secretary Dillon. I thin k they have been try ing  very hard. They 
have a somewhat g reate r area in which to control it than we do be­
cause there are a greater number of industries tha t are Government 
owned that are r igh t under the ir control, and in those cases they have 
enforced it. In  some areas—I was present in England a month or 
so ago when they had a dock st rike threatened, and tha t was settled 
on a basis considerably over the wage pause, but there were not many 
workers involved and there was nothing else the Brit ish Government 
could do about it—but they are trying in every way they can. This 
is, of course, a voluntary type arrangement except insofar as Govern­
ment-owned industries are  involved.

Air. Ford. This was a technique used in an  emergency where Great 
Bri tain  in this instance was faced with  an instabi lity of their balance- 
of-payments position ?

Secretary Dillon. Yes. However, they have set up a continuing 
organizat ion under the chairmanship of the Chancellor of the Ex ­
chequer where they have labor and management representatives tha t 
meet together with Government representatives and try  to look ahead 
as to the economy and how i t should develop and what the growth 
rate  of the United Kingdom should be, and I think they set a 4-percent 
growth rate as the target . They will look a t it indus try by industry, 
and as a part of this they will also be making recommendations or pro­
nouncements concerning the  type of wage increases which they think 
will be noninflationary. This is the first year b ut the in tent is to keep 
it more or less permanent , similar to tha t which exists in France.

Air. F ord. Does the Labor P art y agree with this wage pause policy?
Secretary D illon. They have not agreed to i t ent irely. They com­

plain about it, but they have agreed to go along on this planning 
effort and they are working with the Government on tha t and they 
do, I  think,  agree that  their wages should not increase so rapid ly as 
to cause price increases. They have the same sort of differences of 
opinion as to how much increase there is tha t you find between our 
labor organizations here and management, although I  think  in Great 
Bri tain  the labor organizations are a little closer to governmental



1192

responsibility because they have thei r own political party and they 
have been in power and it is a different thing under that  situation than 
under our situation where labor organizations are private organiza­
tions and do not have political responsibility.

Mr. F ord. If  we got into the position over our balance-of-payments 
problem which necessitated going to the Internat ional  Monetary Fund, 
would a tough wage pause program be desirable ?

Secretary Dillon. It  certa inly would be if the cause were inflation. 
I think tha t is one of the reasons why the administration has been 
promoting this idea of these wage guidelines, which were meant  to be 
something similar to the Brit ish idea; in other words, to  show the 
amount of wage increase that  theore tically could be absorbed without 
the necessity for a price increase. The administration  has been very 
much interested in avoiding wherever possible, any large wage in­
creases th at would be inflationary in nature, and  I think we have had 
some success, because I think labor organizations are aware of the 
balance-of-payments problem generally and they know that this is a 
serious one for the country and I  thin k it has influenced them to some 
extent.

Mr. F ord. Any wage increases tha t go beyond the admin istration’s 
guideline, do they or do they not contribute to the t hreat of the bal- 
ance-of-payments problem which would lead to the utilization of 
the Inte rnational  Monetary Fun d ?

Secretary  Dillon. There is always a possibility that a parti cular 
area or parti cular type of employee has been behind the procession 
and could stand a slightly large r wage increase than  would be true 
across the board. I think if there were any general wage increases 
tha t went any considerable distance beyond this, it would be infla­
tionary and would make it  more difficult for us in our balance of pay­
ments and therefore would cause problems whereby we might  have to 
draw on the Interna tional Monetary Fund.

Mr. Ford. Would a pay increase to the civilian employees of the 
Federal Government above and beyond the one recommended by th« 
President  be a factor  in this situation ?

Secretary  Dillon. 1 think it might very w’ell be; yes.
Mr. Rhodes. Will the gentleman yield?
Mr. F ord. Surely.
Mr. Rhodes. If  a formula is established to determine whether or 

not a Federal  wage increase is inflationary, is not a necessary com­
ponent of tha t formula the return which capital  expects from its 
investment ?

Secretary Dillon. Oh, yes. There has been a good deal of mis­
understanding on this business of these wage guidelines and pro­
ductiv ity increases. Usually in the cost of any item there goes into it  
capi tal cost and labor cost, and the labor cost is probably generally 
the larger part. Say the labor cost is 70 percent of the cost. Well 
then there is another 30 percent tha t is capital  cost. If  there is a 
3-percent productivity increase in the business and labor gets a 3- 
percent increase, they get a 3-percent increase on 70 percent, which 
is 2.1 percent overall, and capital  would get  a 3-percent increase on 
its 30 percent.

Mr. Rhodes. You do tha t indust ry by indust ry ?
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Secretary Dillon. Tha t is the way I  think  it should be. Each  in­
dustry  should sit down and bargain th at way.

Mr. Rhodes. But you do not try to establish a universal formula* 
used across the land, of what return capital should expect?

Secretary Dillon. No. This is a free economy.
Mr. Gary. Will  the gentleman yield? Off the record.
(Discussion off the record.)

DIS CUSS IO N OF  FL EXIB LE TA X AUTH O RIT Y

Mr. Ford. As I recall, Mr. Secretary, you said one of the other 
things the British Government did was to get authority from Pa rli a­
ment to raise or lower taxes ?

Secretary  Dillon. They got tha t before they went into this pro­
gram, but I think they had this in mind when they asked for it.

Mr. F ord. I also recollect you said it involved the excise field ra ther  
than  the income field ?

Secretary  Dillon. I think so, yes.
Mr. Ford. What did they do with this authority when the crisis 

developed ?
Secretary D illon. They used it to raise the excise tax.
Mr. Ford. If  we got in this problem, what would you do in the 

tax field? Would you favor  using the authority  the President has 
requested to raise or lower income taxes ?

Secretary Dillon. The President has not  asked for tha t authority .
Mr. FORr I thought he did.
Secretary  Dillon. To lower, not to raise ; to temporarily lower them 

with the thought they would come back to the same level. The B ritish  
can raise or lower. The Presid ent did not ask for tha t because he felt 
tha t raising taxes was a slight ly different situation regarding  the 
congressional prerogat ive of raising taxes and spending them in a 
given period of time which Congress would set.

Mr. P assman. Off the record.
(Discussion off the record.)
Mr. F ord. If  we get into one of these crises, what would you do in 

the area of taxat ion ?
Secretary D illon. We have no authority  in the Uni ted States  to do 

anything in the area of taxation withou t the approval of Congress, 
so I do not see anything that  could be done very rapid ly. I do not think 
we have the same problem, in any event, because in Grea t Britain, as 
I have said, the problem was to reduce demand, and our problem 
is not to reduce demand. Our balance-of-payments situation comes 
from different types of problems. It  comes from the problem of large 
defense expenditures overseas, from certain  relatively modest dollar 
losses in foreign aid expenditures, and from a substantial flow of 
capital  for investment overseas. The biggest of these, of course, has 
been our defense expenditures.

Mr. F ord. I gather you are saying  that  if a crisis arose in our 
balance-of payments program you would not advocate a substantial 
change in our tax laws ?

Secretary Dillon. I would not think tha t would be needed. I 
would think  the greatest interes t would center on the monetary 
policy.
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Mr. Ford. What would those be ?
Secretary  Dillon. The interest  rate. The classical thin g in such 

a s ituation would be to raise the interest  rate, which attracts money 
from abroad and to some extent reduces less vital expenditures at 
home. I think we have had interest rates for some time tha t are 
lower than in other part s of the world and th at has contributed to the 
outflow of  capital. Of course, we want to keep our intere st rates as 
low as possible because we want capital  readily available and in­
expensively available to business.

FORECAST OF BUDGET STAT US FOR 1902 AND 19  63

Mr. F ord. When was this request for this IM F authorization made ?
Secretary Dillon. I think  it went up about the first of February.
Mr. F ord. Representative Spence introduced the bill in the House, 

II.R.  10162, on February 8,1962.
Secretary Dillon. Yes. I think the President's message went up 

about the first of February.
Mr. Ford. At the time this  request was made for this basic author­

ity, what was the Treasury forecasting  as a budget deficit or surplus 
for fiscal 1963?

Secretary Dillon. This was right  aft er the President’s budget mes­
sage which forecast a t the time, I  think, a $460 million surplus.

Mr. Ford. What is your forecast now ?
Secretary D illon. We have not made one since.
Mr. F ord. You have not dared ?
Secretary Dillon. For various reasons. I t has not been the prac ­

tice of the Treasury to make interim forecasts except twice. The 
original forecast is made in January and the other is made afte r the 
midyear review, a fter Congress has finished all its actions.

Mr. F ord. Is t hat  the  one tha t usually comes out in October ?
Secretary  Dillon. September or October.
Mr. Gary. It  will come out this year much later, I guess?
Secretary Dillon. No, it will come out in September or October.
Mr. F ord. Off the record.
(Discussion off the record.)
Secretary Dillon. Then there is always a final estimate in January 

■when you are halfway through the fiscal year.
Mr. F ord. At the time the message came up for the IMF au thoriza­

tion legislation, what was your forecast for 1962 ?
Secretary D illon. It  was for a deficit of $7 billion.
Mr. Ford. Was it not $3 billion something?
Secretary Dillon. No, $7 billion.
Mr. F ord. Had  you revised it by that  time up to a $7 billion deficit ?
Secretary Dillon. The first really formal revision we had was 

the midyear review, which was $6.9 billion, and we changed it in Ja n­
uary to $7 billion. All indications are it will be r ight on the nose 
of both of them; so at the time of our formal estimate last year— 
and I claim no par ticu lar credit except a certain amount of luck— 
this has been the closest estimate in the last 10 years. There were 
earlier estimates that  were erroneous but when we made tha t esti­
mate we will come out jus t about on the nose.

Mr. Passman. Will the gentleman yield ?
Mr. F ord. Yes.
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Mr. P assman . T o wha t exten t, if  any , wou ld th is  en ter into it : 
On  J un e 15, 1962, th e Tr ea su ry  sta tem ent ind ica ted  total  w ith draw als 
from the  Tr ea su ry  in the  fiscal year  in the amount of  $103,351,773,- 
722.04. Then on Ju ne 20, which is 5 days  af te r the figu re I ju st  
gave yo u, the  to tal  wi thdraw al  figure was g iven as $103,102,381,342.83. 
W as th at  a typo grap hica l err or? W ill  you look th at  up  an d pu t 
an exp lan ati on  in t he  reco rd ?

Mr. D ili  .on. Yes.
Mr. P assman . Several  years  ago it  was ind ica ted  some of  the de­

pa rtm en ts go t mate ria ls and did no t tu rn  in th ei r bil ls at  t he  e nd of  
Ju ne , and we ha d a fav orab le cha nge  overn igh t. I  do no t sus pec t 
th at  happened here, bu t if  you cou ld give us an  expla na tio n fo r the  
rec ord  it would  be ap prec iat ed .

Se cretary  Dillon. We  have he ard abo ut th at . Mr . Sp rank le men­
tioned  it to us. The bas ic th in g was th ey  said  they  did  not know and 
wou ld not know un til  they  g ot  the ir  m onthly figures, because m onthly 
figures are  de tai led  by agencies  whereas th is  is an overall  figure.

Mr. P assman. Mr. Se cre tar y, I  wa nt  it  under stood th at  I  am not 
suggest ing  an ythi ng  happ ened , alt ho ug h in the pa st  there  is a clear 
record  th at  it  has happened , the ho lding  up  of pay me nt of  bills . 
Bu t when I  see we are  ge tti ng  wi thin 10 or  15 da ys of the  e nd of the  
fiscal year,  an d I  see th e ex pend itu res  dec reasing, I  ce rta inly  hope it 
is no t because of some care less  bookkeepers dow n there. I  believe 
yo ur  own  bo okkeepers sa id  th ey  d id  not  k now  w hat caused it.

Se cre tar y Dillon . Th ey  will when they ge t the  m onthly sta tem ents.
Mr.  P assman. In  a previou s year,  or  y ears,  we know  they got busy 

ab ou t the  en d of  Ju ne  a nd  fo rg ot  to  t urn  th ei r bi lls  in, then we h ad  a 
wh opping  o ve rd ra ft in Ju ly . So I  w ish you w ould hav e a look at  th is 
mat ter .

Mr. F ord. We  oug ht  to  keep the same managers  th e res t of the  y ear 
th at  m ana ged  it  t he  las t few  days  o f Ju ne .

Se cre tar y D illon. T hat  is all  in one accoun t, “All othe r tr an s­
act ion s.”

Mr.  P assman. Anyw ay,  we know it  is ju st  an hon est  mis take . By 
th is  t hi ng  w orkin g in  you r fav or , though , it  d id  m ake the  Pr es id en t’s 
es tim ate  h it  almost on the nose?

Se cre tar y D illon . I t  m ight  no t have ha d an yt hi ng  t o do wi th the 
es tim ate  because th is  in cludes  t he  T ru st  F und accoun t.

Mr.  P assman. I hav e been giv en some in fo rm at ion alo ng  th is  line  
bu t I  sha ll wa it fo r the ex pla na tio n.

(T he  fol low ing  was  subm itted  fo r the reco rd :)
The daily statement of the  U.S. Treasury is a statem ent of the account of the 

Treasurer  of the United States.  It  reports  deposits and withdrawals  tha t affect 
the underlying bank accounts, with no distinctions between budgetary, trust, 
and other cash transactions. It  is essentially a cash flow statement. The 
necessary distinctions between budget and nonbudget transactions, which are 
derived from the books of account of all agencies handling the Government’s 
receipts and expenditures, are disclosed in the monthly statement of receipts 
and expenditures of the U.S. Government. Such data are not available on a 
day-to-day basis, nor through banking channels, for disclosure in the daily 
Treasury statement. Therefore, as indicated in the headnote of the daily 
statement of the U.S. Treasury, the transactions  in tha t statement cannot, and 
should not, be considered in re lation to budget surplus or deficit.

The methods used to compile the withdrawal  information in the daily state­
ment, for the specific programs represented by the individual line items, have 
attempted to provide some information on significant programs for those who
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need such da ta more cur ren tly  tha n is provided in the  monthly sta tem ent  of 
rece ipts and expenditures. For  this  reason , cer tain deposit s have  been trea ted  
as reductions  of withdrawa ls, along the same lines th at  expe ndi ture s in the 
monthly stateme nt are  net of repa yme nts to app ropriat ions and  revolving 
fund s and collections cred ited to depos it funds. Accomplishing thi s daily  is not 
feasib le since many deposit documents received by the  Treasur er of the United  
States do not provide the  necess ary classific ations.

Hence, such data has  been shown here tofor e as unclass ified deposits “All 
other” and, once a month, based on the pri or month’s month ly stateme nt, an 
adjustm ent has  been made in the daily stat eme nt transf err ing  the  cred its from 
the “Deposits” category  to the  app rop ria te lines in the  “Wit hdr aw als ” category. 
The larg est portion of the monthly  adjus tment  has  normally affected the  wit h­
draw al classific ation “All o the r” since this line rela tes to the  many hund reds  of 
app ropr iation and fund accounts of the Government not othe rwis e classified in 
the withdr awal category . On th e day  such monthly  adjus tment  is shown, which 
is usua lly between the 15th and 20th, the  normal res ult  is, ther efore, a sub stan ­
tial  reduc tion of withdrawa ls and a corresp onding reduc tion of deposits, with  
no net effect on the balan ce of the Treasur er of the United  States.  On the  de­
posits side, the monthly adjus tment  has been shown as a sep era te line item. 
The amount of this adj ust me nt which was shown in the daily  Tre asu ry sta te­
ment for Jun e 19,19 62, was $671,778,572 .

Since th e l arge red uction s of w ithdra wa ls and deposit s c reat ed by these  mon thly 
adj ustme nts  can res ult  in misunder standing , it has  been determined th at  it  
would be more i>ertinent, for the purpose of the daily  Tre asu ry stateme nt, to 
have the  amounts of the  actu al deposit s remain in the  deposits category . 
Hence, beginning with  the daily Treas ury  stat ements for fiscal yea r 1963 these 
adj ustments  will no longer  be made, there by preclu ding these large minus wit h­
drawal  figures.

Minus figures in the wit hdr awal catego ry have  also occurred on the line  cap­
tioned  “Clear ing Account,” as a norm al res ult  of cash flows affecting  th at  ac­
count. The clear ing accou nt gives effect to the  reporti ng of unclassified de­
posi t and with drawal  (cle are d chec ks) tran sac tion s which have changed the  
Tre asu rer 's cash balanc es at  Fed era l Reserv e banks, the  documents for  which 
hav e not yet reached the Tr ea su rer ’s Office for the  nece ssary processing and 
classific ation. The showing of actual  cash balanc es every day is accomplished 
by wire  repo rts from the Fed eral  Reserve banks.

When, for example, the  aggr egate effect of these  wire  rep orts  is an incr ease  
in the  Tre asu rer' s tota l cash balance,  an offsetting cre dit  (m inu s) has been 
shown on the clear ing account  line, pending receip t and classifi cation  of all the  
depos it and withdr awal docume nts under lying  the  net change  in the  tota l cash 
balanc e. When the  documents are  received in the mail and  are  classified, the 
var ious deposits and  wit hdr awals  classif ications are  affected and, in this  exam ­
ple, the clear ing account line is increase d, thereby offset ting the credit pre­
viously establ ished by the wire repo rts. Depending upon the flow of deposits 
and  wit hdr awals through the bankin g system, sub sta ntial plus-or-minus fac­
tor s can affect the  clear ing acco unt line on any day. The re are  other ele­
ment s in the  clear ing accou nt which also cont ribute to norm al plus-and-m inus 
swings. From Jun e 15, 1962, thro ugh Jun e 20, 1962, the  changes in the clear ing 
acco unt had the  effect of showing  a reduct ion of wit hdr aw als  in the  daily 
Treas ury  sta tem ents  amounting to $715,296,040.

Alt ern ate  methods of rep orti ng tran saction s for the  clear ing accoun t are  
now und er consid eration , with  a view to pres entin g the  infor mat ion on classified 
withdrawa ls, the  clear ing acco unt and  tota l wit hdrawa ls in bet ter  perspective.  
These  desir able  changes in the  format of the daily  Tre asu ry stat eme nt will be 
made at  an ear ly dat e in  fiscal y ear 1963.

Although the changes being made in the form of pres enta tion  of data in the 
daily  Tre asury sta tem ent  should help to elim inate  possible misconceptions re­
gard ing the mean ing of the infor mati on shown under “Wi thdraw als, ” it  w ill re­
main fun dam enta lly tru e th at  only the  monthly  sta tem ent  of rece ipts and 
expe nditures  can be used to mea sure  budget re sults .

PURPOSE AND UTILIZATION OF IM F

Mr. Ford. Mr. Secretary, I have some difficulty in visualizing how 
the United States—and we are pretty much the bankers of the world
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today—expects to merit any confidence of its depositors while a t the 
same time drawing on itself to extricate itself from difficulty.

Secretary Dillon. You mean by drawing on the Internat iona l 
Monetary Fund?

Air. F ord. Tha t is right.
Secretary Dillon. Well, the International Monetary Fund is not 

meant to solve anybody’s problems. It  is only meant to be available 
to handle for a short period of time, 3 to 5 years, a difficult situation 
tha t may have come up and a country needs to draw on the In ter ­
national Monetary Fund for the necessary time to make the changes 
that have to be made to pu t their balance of payments  in order. And 
if you look at it that way, I think it  is understandable.

Certainly there are a number of countries in Europe, a number of 
central bankers, th at feel it would be better if more frequent use were 
made of the Interna tional A Ion et ary Fund.

Mr. F ord. Do you thin k the  United States at the  present time ought 
to do that?

Secretary Dillon. Certa in foreign  countries think  this, yes. How­
ever, we are not now contemplating it, but if the time comes when 
we want to draw we think i t is a wise precaut ion to be sure funds are 
in the Inte rnat iona l Monetary Fun d when they are needed.

Mr. F ord. As I understand this situation , we will be required to 
put  up $2 billion in order to make this anticipated total available 
to everybody.

Secretary Dillon. Not required  to pu t i t up bu t be in a position to 
pu t it up if it  should ever be needed from us.

Mr. Gary. And not available to everybody but only to those who 
enter into the agreement.

Secretary  Dillon. Th at is right.
Mr. Ford. This  does n ot come in to operation unless and until the 

United States becomes a member in this new group ?
Secretary  Dillon. That is right . I t could not come into effect 

unless all five of the m ajor countries had each individual ly approved 
it, and a number of the smaller ones besides.

Mr. F ord. So the plan will not work unless we become part of it ?
Secretary D illon. Tha t is right.
Air. F ord. To implement the p lan and to protec t ourselves and the 

others, at least we have to agree to make available for spending $2 
billion of U.S. funds.

Secretary Dillon. Under certain  circumstances which are very 
careful ly defined.

Mr. F ord. I still have some difficulty seeing how the rest of the 
bankers of the world, and I use tha t in a very broad sense, will be 
encouraged, or will have confidence in us, if we are going to have 
to draw on an organization which is getting a substant ial par t of its 
capital from ourselves.

Secretary  D illon. It  would not. If  we wanted to draw we would 
not put up any of those funds. The only time we would ever have to 
put up funds would be when someone else is-----

Air. F ord. Our money does not become available, drawing against 
our availability , does not come into being i f we are in trouble?

Secretary Dillon. I t is not supposed to, and, indeed, in the au­
thoriz ing law it is specifically prohibited. The authorizing  law says 

87 948— 62— pt . 3----- 76
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wo make this available taking into account our own balance-of-pay- 
ments and reserve position. When we are in trouble we do not put 
it up and it is clearly written into the Internationa l Monetary Fund 
decision here and also into the decision of the 10 countries, tha t any 
country which is in balance-of-payments difficulty is not expected to 
put up  funds.

Mr. F ord. Before any funds are made available to us in time of 
crisis, do we have to go to the Board of Directors, or to the organiza­
tion, and say “We want this money made available. Here are our 
plans. We will convince you tha t we mean business and we will 
straighten out our problems?”

Secretary D illon. We have to  follow the regula r procedures of the 
International Monetary Fund. We would go to the International 
Monetary Fund  and tell them how much we want to draw which we 
feel is advisable under the present situat ion.

So fa r as the first $1.4 billion is concerned, we would hardy have to 
say anything.

Mr. Ford. We can just go there and get the money and that  is it?
Secretary  D illon. That is right . However, on the next billion dol­

lars they would expect us to  say what we are doing but they would 
not expect to sit down and te ll us that this is wrong and this is right 
and you should do something else.

Mr. Ford. Tha t is different from most banks.
Secretary Dillon. Up to tha t point. If  you want to go beyond 

tha t-----
Mr. Ford. Beyond the $1.4 billion ?
Secretary  Dillon. Beyond the $2.4 billion. We can go up under 

the present arrangement as high as $5^ billion.
Mr. Ford. With  just asking for it ?
Secretary  Dillon. Beyond the $2.4 billion they would expect you 

to s it down with them and a t least be satisfied that  you had developed 
a program, or would develop a program, which would be adequate 
to reestablish your balance of  payments, and are able to pay this back 
within the period of the 5 years. Tha t has been done. Usually it is 
done in a more or less informal way.

(Discussion off the record.)

CONTROL OF IN TE RN AT IONA L MONETARY FU ND  OVER GOV ERN MEN T POLICY

Mr. F ord. How much f urther  control does the International Mone­
tar y Fund have over a government’s policies? Suppose “A” country 
agrees to do cer tain things  in return for assistance but  then does not 
follow-through ? Wha t happens then ?

Secretary  Dillon. Tha t has happened, part icularly  in the case of 
some of the less-developed countries.

What happens then is th at very often in those types of situations, 
where the countries do not need all the money but  need it over a 
period of time, they say, “We will make available to you so much, 
but  you can have it so much this quarte r, so much the next quarter , 
and so on.” This is the program which is agreed upon between the 
country and the Fund.

If  the  country then does not follow it , the Internatio nal Monetary 
Fun d does not feel itself bound to continue to make funds available,
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an d it  ceases to make the m ava ilab le. Tha t is the way  th a t is 
con trolled .

Once a co un try  actua lly  has received the fund s then  there is no th ­
ing  t he  I nt er na tion al  Moneta ry Fun d can do—except t ha t t he  countr y 
sti ll owes the funds.

Mr.  Rhodes. Yo u mentio ned  the fa ct  t hat in the law  it  is  p rovid ed  
th at  money would  no t be pa id  if  the  bal anc e-o f-paym ent s sit ua tio n 
and  the reserve si tuat ion of  the  Un ite d was in jeo pa rdy, or  words  to 
th at  effect.

Shou ld th at  lan gu ag e be ca rri ed  as a lim ita tio n in th is ap pr op ria­
tio n ?

Se cre tar y D illon . I  do n’t kno w wh eth er it  is needed. Th e ac tua l 
lan guage in the  ac t is th at —
Any loan under the au tho rity granted in this subsection shall  be made with due 
rega rd to the  presen t and  prospective  balance of paym ents  and reserve posi­
tion of the  United States.

Mr.  R hodes. My only  thou gh t was------
Se cre tar y D illon. Y ou could say th e same th ing .
I  see no reason  no t to. We are  gover ned  by th is  and the y should  

be paral lel .
CURRENT NEED FOR ADDITIONAL GOLD

Mr.  Rhodes. You a nd  I  ha ve ha d th is  discussion  before bu t I  w ould  
like to  ask aga in because it  is a  differe nt y ear . Does the Uni ted State s 
need gold badly  eno ugh—o r I might  even  say  the  free wo rld—so 
th at  it  might  behoove us to subsidize the  mining of  gold?

Se cre tar y D illon. We certa inl y wou ld like  to  see more gold pr o­
duc ed if  th ere were a ny  way  to pro duce it wi thou t giving  th e ap pe ar ­
ance  of hav ing  two  prices  fo r gold .

Th ere has  been discussion of the  whole pro blem wi th subsidies 
betw een the  Und er  Se cre tar y fo r Mo netary Af fai rs and the Senate 
committ ee, and the  Tre as ur y’s positi on was given. We are  opposed , 
as we have to  be, to an ythi ng  which looks as thou gh  it  is se tti ng  up  
two  prices fo r go ld. I t  i s very cle ar th at  the world  mo netar y au th or i­
ties , t he  c entra l ban kers, the pr ivate bankers  e verywhere in the  world , 
would  th ink th at  was a  fi rst  st ep tow ard  a change  in the  price  o f gold, 
which would be a devalu ation  of  the  dol lar .

Mr. R hodes. I t  seems to  me there could be a log ica l di ffe ren tia tio n 
betw een pa yin g a pre mium  fo r newly mined  gold and ra is ing the  
pr ice  of go ld.

I  am told, an d I  th in k it  is tru e, th at  in  the  weste rn par t of  the  
Un ite d State s th ere would  be mines  reopen ed a nd  consider able volum es 
of  gold min ed wi th a sub sidy. I t  ju st str ike s me th a t pe rhap s the  
whole mo netary system of the world  tod ay, if  it is go ing to con tinu e 
its  dependency on gold, sho uld  have  more gold in supp ly.

Secre tar y D illon. As I  sai d, if we could find  a way  to  hav e more  
gold it  wou ld be fine. Th ere migh t be some differe nces of  opinion 
as to the volume o f gold  w hich could be pro duced  in the Uni ted State s 
even  wi th such a subs idy because the  record  o f 1933 or  1934, whenever 
the price  w ent up,  a t th at  time  i t was not indica ted  t hat th at  was very  
larg e. . . . .

Now the sit ua tio n is even mo re difficult because at  that , time  wh at 
the y did do was to work ove r some old  dump s an d they  dre dged a
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lot of rivers which they had not felt were workable before, but they are all worked out now.

EFFECT  OF INT ER EST RATES ON BALANCE OF PA YM EN TS

Mr. Rhodes. I got the impression from a previous answer you gave tha t if the domestic inte rest rate is too much lower than the interest rate in other countries, even though it might have a saluto ry effect on development at home, th at it can have a deleterious effect on the balance-of-payments situation.
Secretary  Dillon. Very much so, p articu larly the short-term rate, because short-term capital now flows very readily from country to country, and if there is enough of a difference in tha t interest rate to make it worth while they will just put their  money where they can get higher interest.
Mr. Rhodes. So it is a sort of tightrope you have to walk in this situation.
Secretary  D illon. Tha t is right .

ADEQUACY OF GOLD RESERVE TO ME ET  DEMAND

Mr. P assman. If  there should ever be any use by the  Uni ted States of the International Monetary Fund, we could borrow $5% billion.In the event tha t under some extrao rdinary circumstance, or series of circumstances, many of the now prosperous nations of the world, which hold large dollar credits, should demand gold for their  dollars, mathematically, they could deplete our entire gold reserve, could they not? I am just using the mathematical proposition and not the fact tha t they would.
Secretary  Dillon. Mathematically  if all the official balances were turned into gold i t would take something like two-thirds of our pres­ent gold stocks.
There  are additional private dollar balances which theoretically also could be turned into official balances. If  tha t were done the total  of foreign official dollar balances would then be large r than our total gold supply.
Mr. P assman. It  happens every day.
What would happen if the demands should exceed our total gold reserves, and we find our gold balance is zero? Would tha t mean destroying the  integrity of  the do llar around the world?Secretary  Dillon. Tha t is right.
Mr. Passman. That simply means we must be very careful about that  matter.
Secretary Dillon. Tha t is right.
Mr. P assman. I think at this time I  should say to you that  I  have always enjoyed working with you. Sometimes I have been wrong and sometimes you have been wrong on some of these things.Secretary  Dillon. I am sure of it.
Mr. Passman. We have no control over the  dollars earned on ex­ports  by nations around the world ?
Secretary D illon. That  is correct.
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US E OF DOLLARS IN  FOR EIGN AID PROGRAM

Mr. P assman. If  we credit dollars to nations around the world 
through the foreign aid program, either through the gran t program 
or this so-called loan, to which you refer red as development credits, 
and not loans—and I have gotten a  lot of mileage out of t hat—if they 
utilized t ha t dollar credit to requisition their needs, then th at releases 
the dollars which they earn from their exports  to do with as they 
please ?

Secretary Dillon. It  could unless there is some specific a rrange ­
ment to be sure tha t this credit is used for something over and above 
what they would not have otherwise done.

Mr. Passman. You would not count their dollars and have an in­
ternal audi t of their situation before you decide on giving a foreign 
aid grant or loan ?

Secretary Dillon. No; but we are trying, as f ar as our  interest in 
the foreign aid program is concerned, to help balance the payments. 
We are pushing very ha rd to ti y and minimize the dollar drain. It  is 
not easy, but we are t rying to devise new and surer ways all the  time 
to reduce that dol lar drain .

Mr. P assman. I understand tha t all nations, even the new ones, earn 
some dollars from the ir exports. If  we are giving to those nations 
throu gh grants , or these so-called 40- or 50-year credits with no in­
terest, at least tha t would make available to them dollar  credits by 
which they could requisition what they need f rom our country ?

Secretary Dillon. Yes. All I was saying was this:  If  you have 
a project to build a util ity plant, an electric powerplant, unless you 
provided dollar aid for this specific project,  the other dollars they 
earn from their  exports, and so forth, would not be adequate to pay 
for this  project, so they would not be able to do it at all.

Mr. P assman. I refer  to  their needing 1,000 trucks, for example.
Secretary Dillon. That is different.
Mr. P assman. They normally would use thei r dolla r earnings to 

buy trucks. If  we credit them, and they buy the trucks with tha t 
credit, tha t releases their earned dollars to use as they see fit?

Secretary  Dillon. Tha t is right , and that is why we try  to avoid 
tha t type of thing.

Mr. Passman. That was my unders tanding, and you testified the 
same as you j ust did a year or two ago.

Secretary  Dillon. I don't remember what I testified then.
Mr. P assman. I argued all along tha t if you give these nations the 

dollars to buy what they normally buy with dollars they earn, it re­
leases thei r dollars to do with whatever  they please. We are certainly 
in accord there, are we not ?

Secretary  Dillon. I would say so.
Mr. Passman. Some of them bought a lot of gold with those dol­

lars. Tha t is somewhat disappointing.
Air. Rooney ?
Mr. R ooney. I regret very much tha t circumstances have been such 

tha t I have had to spend the time you have been engaged in this hear­
ing with the distinguished Secretary of the Treasury,  Mr. Dillon, 
over in the other subcommittee where we are preparing  the bill for  the 
full committee and for action on the House floor.
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I am not thoroughly familia r with this but as one who has great 
confidence in Mr. Dillon, I assure you I  shall read his written state ­
ment and the justifications which are here on the table before me.

Air. Passman. Thank you very much, Air. Rooney.

OrrosmoN to Loan to I nternational AIonetary F und

W IT N E SSE S

C IT IZ E N S FO R E IG N  A ID  COM M IT TEE

BRIG . GE N.  BO N N ER FE LL E R S, C H A IR M A N  
T. CO LE MAN  A N D R E W S 
DR.  L E W IS  E.  LL OY D

Air. Passman. At this time we have before the committee Brig.  
Gen. Bonner Fellers, chairman of the Citizens Foreign  Aid Com­
mittee. General, we unders tand you have three witnesses, including 
yourself, who will tes tify; that being the case we shall first hear from 
you at this time.

General F ellers. The Citizens Foreign Aid Committee would reg­
ister with your committee its continuing opposition to appropriations 
to implement II.R.  10162, to amend the Bretton  Woods Agreements 
Act, signed June 19, 1962. H.R. 10162 authorized an appro priat ion 
of $2 bi llion to be loaned to the Internatio nal AIonetary Fund , the 
sum to remain available unt il expended.

This action was declared to be necessary in order for the United  
States to participate along with nine other major industrial member 
countries of the Fund in a proposed special lending arrangement 
using the monetary stabilizing machinery of the Fund. Under this 
10-nation plan the member countries agreed to make available to the 
Fund additional resources tota ling $6 billion. The Fund may, under 
certain conditions, borrow from these resources in order to assist any 
of the 10 participan ts in balance-of-payments difficulties.

The Treasury, which requested this legislation, explained in the 
words of Secretary Dillon, that—
Th e le gi sl at io n be ing  re qu es te d will  en ab le  th e U ni ted S ta te s to  part ic ip a te  in  
ar ra ngem ents  which  w ill  pr ov id e th e  In te rn ati onal M on et ar y F und w ith  an  
adeq uat e supp ly  of  th e cu rr en ci es  whi ch  wre ou rs elve s m ig ht  som e day  need.  
I t  w il l pr ov id e sign ifi ca nt  ass is ta nce  to  th e  U ni ted S ta te s in de al in g w ith th e 
ba lanc e- of -p ay m en ts  pr ob lem (S.  Rep t. 1477, p. 7, May  9, 1962).

The Citizens Foreign Aid Committee opposed this legislation in 
hearings  before the Senate Foreign Relations Committee, at which 
Dr. Elgin  Groseclose, of Washington, D.C., appeared on behalf of our 
committee and on behalf of the Northwest Alining Association.

It  will be noted tha t in those hearings, Secretary of the Treasury  
Dillon testified in response to a question from the chairman of the 
committee, tha t the proposed legislation was not a form of foreign 
aid. The Citizens Foreign Aid Committee categorically challenges 
this statement. The President, in his balance-of-payments message 
last year, assured the country tha t we have a secondary reserve in the 
International AIonetary Fun d of around $4 billion. If  such funds  
are available to meet our balance-of-payments problems, why is it 
necessary to spend an additional $2 billion to provide additional re­
sources to the Fun d ?
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The Secretary’s testimony explained why this  $2 billion was neces­
sary. The $4 billion referred to by the President is purely  theoretical. 
It  consists of largely worthless assets. Over the years the United 
States has supplied the Fun d $4,125 billion in gold and convertible 
currency. During th is time the Fund has been exchanging these good 
dollars for the weak currencies of the world, giving sound fru it for 
culls. Of sales of good currencies by the Fund to the end of 1960, 
totaling $3.7 billion, some 87 percent consisted of dollars, a minor 
balance consisting of European currencies and Canadian dollars.

As Secretary Dillon conceded, a large part of the Fund ’s assets are 
in “currencies of the less developed countries not suitable for use by 
the Fun d” (hearings on II.R.  10162, Feb. 27,1962, before House Com­
mittee on Banking and Currency, p. 35).

This is foreign aid under whatever guise it is termed.
And it is certain also t ha t if we provide the International Mone­

tary F und with additional dollars, sooner or late r they will be filtered 
away in various forms of fore ign aid.

Tiie general inference of the Secretary’s testimony has been tha t 
the effect of this transaction is a form of foreign aid to the United 
States. In other words, it will supposedly make foreign currencies 
available to the Uni ted S tates  to tide us over our balance-of-payments 
difficulties. The inference is tha t these currencies come to us as a 
gift.  Nothing  could be fur the r from the case. These foreign cur­
rencies have to be purchased, whether they are purchased through 
the Internatio nal Monetary Fund or in the open market. This is 
explicit in the Secretary’s testimony before the House Banking  and 
Currency Committee. He stated :

Drawings of the  add itional resources from the  Fun d would conform to the  
Fu nd’s normal  pro cedures ; th at  is to say, the  drawin g member  would purchase  
from  the Fun d currencies of o the r par tic ipa ting coun tries with its  own currency  
(ibid., p. 37).

An interesting question a rise s: Why must these foreign currencies 
be purchased throu gh the Internatio nal Monetary Fund  and why 
must a special appropr iation be made in order to purchase them? If  
the Defense Department, for example, needs German marks to meet 
its bills in Germany, why are not the standard banking channels avail­
able to the Treasury by which to provide these marks? Why must 
the Treasury have a special appropriation to buy the marks? What 
happens to the marks once they have been purchased? Would the 
Treasury then sell them to the Defense Department for dollars and 
recoup its dollar supply tha t way? Then does th is mean tha t the 
Treasury simply has $2 billion to manipu late for one purpose or an­
other? What, will the  Treasury  do with the $2 billion i t derives from 
the sale of foreign currencies which it has purchased with this 
appropria tion ?

The Secretary’s explanat ion is inconsistent. In  hearings  before 
the Senate Fore ign Relations Committee he state d:

The Fund’s art icle s of agreemen t, however, permit  these dollars to be paid  
to the  Fun d in the  form of non-inte rest-bear ing notes withou t any  use of cash 
from  cu rre nt rece ipts or any  debt ope rations  which would involve the United 
Sta tes  in an  intere st cost (hearin gs before the  Commit tee on Foreign Rela tions , 
U.S. Senate, 87th Cong., on n .R . 10162, p. 8) .
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However, earlier in the same hearings he stat ed :
Drawings of the add itional resources from the  Fund would conform to the Fun d’s normal pro cedures ; th at  is to say, the  draw ing member would purchase  from the Fund currencies of other par tic ipa ting countries  with  its own cur­rency, and would pay a service charge of one-half of 1 percent on the amount of the drawing, plus inte res t. The ra te  of int ere st would vary  with  the  size of the  d rawing and the period for which it would he outs tand ing (ibid., p. 7).
We are urgently  in need of more clari ty and above-board handling  of our fiscal transactions. The proposed legislation has too much the earmark of backdoor financing which the Congress rejected last year.
Finally , the Secretary has emphasized th at th is is merely “standby” authority . He sta ted :
I wish to em phasize the gre at advantage  to the  United  States of these borrow­ing arrangem ents . It  may be th at  the  Fun d will never need to borrow * * *.As I have pointed out, we will not be ca lled upon to make a loan to the  Fund under present condi tions  and, in any event, the  question of a loan would not ari se unt il the  Fund’s resources in dollars—current ly about $2% billion—ha d been exhausted . This  is to be a standby commitment  to the Fund. There  would not be an expend iture of the  funds author ized  until  such time as  we might actual ly make a loan to the Fu nd (ibid., p. 7 ).
When aske d:
What effect, if any, will thi s bill have upon the  cur ren t U.S. budge t? 

Secretary Dil lon repl ied:
It  will have none (ibid., p. 36) .
All this raises a fundamental constitutional question. Where does and where should reserve or standby author ity reside? It  is our political trad ition  tha t the people should hold all reserve au thor ity; Congress is always available to vote funds if they are needed. If  standby authority is warranted  in this instance, the logical extension is to vote standby author ity in all departments  of political activity— even to declaring war. When the Treasury has actual need of the funds will be ample time to ask for this appropriation.
Mr. P assman- Thank you, General, for your statement. We shall now hear from the Honorable T. Coleman Andrews.
Mr. Andrews.

STATEMENT OF MR. T. COLEMAN ANDREWS

Mr. A ndrews. I  am T. Coleman Andrews of Richmond, Va.I am making this statement—perhaps it might be better defined as a plea—on behalf of the Citizens Foreign Aid Committee.You gentlemen know, perhaps better than anyone, the reasons why II.R. 10162 should not be approved and how compelling these rea­sons are.
You have, therefore, only to square your understanding  of the pro­posal with your solemnly assumed obligation to act in accord with the Constitution and the best interests of the people. Hence, I  shall be brief.
Exp lain  or define H.R. 10162 however one may, it still is foreign aid legislation. Moreover, it is a fur ther attem pt to pry open the back door to the Treasury tha t Congress made some progress in jam­ming shut only last year.
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H.R. 10162 is foreign aid legislation because it is an attempt to meet 
the inevitable gold-draining  consequences of foreign aid through ex­
pediency and indirection—consequences that all bu t the willfu lly blind 
advocates of our misguided generosity foresaw and tha t countless 
concerned citizens have vigorously protested.

The day of reckoning has come; the chickens have come home to  
roost; we have a monetary bellyache of  the first water—one that no 
amount of sham will cure.

Adoption of H.R. 10162 would, therefore, be an attem pt to dodge 
an issue tha t has made our fiscal situation so precarious as to defy any 
attempt tha t does not sta rt with for thr igh t admission of how foolish 
we’ve been and how shamefully the confidence of the people has been 
abused.

If  we pers ist in t ryin g to cover up, we’ll fool nobody but ourselves 
and wind up perhaps avoiding embarrassment for the moment but 
suffering in the end shame, dishonor, and sure disaster. I ’m sure you 
gentlemen don't want this to happen.

Two years ago I  appeared before the Senate Appropriations Com­
mittee in opposition to the foreign aid bill then pending. An official 
statement had  jus t been issued decla ring th at foreign aid had not been 
a factor  in the deterioration of our gold position.

I  argued th at this was not true and presented incontrovertible fac ts 
to show that it wasn’t. It  was so palpably  false tha t no less insatiable 
an advocate of foreign assistance than the S tate  Department itself said 
so in a statement contradicting the first one.

At  tha t time our gold holdings amounted to $19.4 billion. Today 
they total  only $16.3 billion.

Thus, in ju st 2 years, $3.1 billion, or 16 percent, of our gold supply 
has been drained  off.

At this rate the supply of gold in excess of that  required as suppor t 
for our own currency would be exhausted in less than 4 years.

But  even tha t outlook seems optimistic in the light of news just 
issued by the Federal  Reserve Bank of New York. This news tell s 
tha t the d rain for the  first 6 months of this year was twice what it was 
for the same period last year.

Thus, the process of depletion seems to be accelerating. And one 
sure way to fur the r accelerate the inexorable exhaustion tha t present 
policies have been making inevitable is to increase foreign aid by the 
means provided by H.R, 10162.

It  has been explained, I unders tand, tha t H.R.  10162 will make it  
possible to ease the balance-of-payments deficit by providing funds 
to be used in purchasing foreign currencies, which in tur n would be 
used to settle foreign-held claims for dolla r payments.

This sounds like the old con game of raising rats  to feed cats to 
be skinned for their pelts and then fed to the rats.

Or is it  a case of borrowing money to consolidate debts and going 
right on spending in excess of income and getting sti ll fu rthe r in debt?

Whatever it  is, gentlemen, it spells financial crisis for America, and 
you alone can keep this from happening.

So please, please, don’t do it . There  isn’t any longer any question 
whether  foreign aid is good or bad, desirable or undesirable.

The bottom of the barre l was reached years ago. Since then we’ve 
been living off the printin g press.
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Th ere  s imply  isn’t an yth ing left fo r more aid , especia lly to people  
who take ou r money and  then tell us to mind our own business.

According to cu rre nt  news repo rts  more tha n one aid  rec ipient  
coun try  has  responded to our prote sts  a ga ins t exp ropr iat ion  o f Am er­
ican pr op er ty  by adv isin g th at  if  we hope to be successfu l as aid 
give rs, we firs t must lea rn to give wit hout stick ing  ou r mo uth s into  
the  aided countrie s’ affa irs. Ceylon did  just th at  yesterd ay.

Fo r sham e, gent lemen. No one has  a rig ht  to spen d the  peo ple’s 
money fo r such insolence.

Mr.  P assman. Th an k you,  M r. And rews, fo r your  sta tem ent . Ou r 
nex t witn ess will  be Dr . Lew is E.  Lloyd. Dr.  Lloyd,  please proceed 
wi th y ou r sta tem ent .

ST ATEM ENT OF  UR. LE W IS  E.  LLO YD

Mr. L loyd. The Citi zens F oreign  Aid Comm ittee  ha s br ou gh t to m y 
att en tio n the  prop osed  leg isla tion to increase U.S . com mitments  to  
the  In te rn at iona l Mo netary  Fun d reserves. As an economis t and  
pr ivate cit izen who is grea tly  concerned  abo ut the  cr iti ca l balance-  
of-paym ent s problem  wnich faces th is Nation  and  abou t the serio us 
consequences to ou r economy if  the  outflow of do lla rs is no t stop ped , 
I  wish  to call  to the  att en tio n of the  committee the  connection be­
tween the proposal to increase  ou r com mitmen ts and the  balance-of- 
paym ent s problem.

At the  beg inn ing  of W or ld  W ar  I I  and pr io r to ou r en try , th is 
Na tion began var ious form s of  aid to oth er nations  a roun d the  wo rld . 
P ri or to and du rin g World  W ar  I I  the  aid  was esse ntia lly mili tary . 
Fo llo wi ng  Worl d W ar  I I  it  has been both economic and  mili tary . 
Some of  the  more im po rta nt  form s are,  firs t of all  of  course , the 
dir ec t gi ft s of do lla rs and the n oth er less dir ect  for ms  such as the  
po int 4 pro gra m,  sales unde r Public Law 480, pa ying  of  the  lion’s 
sha re of  U.N. expenses? and ou r being the  ma jor  contr ibuto r to  such 
pro jec ts a s the I nterna tio na l Moneta ry Fu nd .

Most of these  act ivit ies  hav e resulte d in dolla rs leavin g the  U ni ted 
St ates  which have been only pa rti al ly  matched by shipm ent  o f goods. 
Thi s ha s been t he  ma jor  factor  in our con tinuin g and  grow ing  neg ative 
bal anc e of  payments.

An  exa min atio n o f the ba sic  economics of  exch ange  shows th e im pact 
of  thi s on o ur economic well -being.

In  a div isio n-of-la bor  socie ty, gro ups of  ind ivi duals  produce goods 
or services an d exchang e thes e fo r the  p rod uct s of the labors  o f othe r 
ind ivi duals  o r gro ups o f ind ividuals . In  a larg e a nd  complex  society, 
the exchang e ca nno t be sa tis fac tor ily  accomplished t hrou gh  ba rter  and 
so money is used as the  tool to br ing abo ut the  exchange of goods and 
services. Th e fol low ing  simple equation show’s the fun dame nta ls of 
economic ex change :

Goo dst^ Moneys^G oods

Th e im po rta nt  po in t her e is th at  the economic exchang e has no t 
rea lly  tak en place a nd  been completed wi th the  exchange  of goods  f or  
money , but  only af te r the second step—the  exch ange of  money fo r o the r 
goods. Wh en we conside r tra de  between nat ion s, the ideal  sit ua tio n 
is to have  the  exchange of goods and services balance. In  thi s case
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there would be as many dolla rs re turn  as left the shores of the nation 
and there would be a zero balance of payments at the end of the year.

If,  however, there is an imbalance, then money must flow into or  out 
of the country. In  the end the only way this  imbalance can be wiped 
out is by the trans fer of the money commodity—gold.

Since 1949 more dollars have left  the United States  than  have re­
turned—tha t is, we have had a negative balance of payments—every 
year except 1957. In tha t year the Suez crisis caused Europe to buy 
oil from the dollar area which normally they buy from the  Near East. 
Not only have we had a continuing negat ive balance of payments, but 
it has generally been gett ing more unfavorable.

There are two important economic consequences of the continuing 
negative balance of payments. The first is the impact on the U.S. 
economy. When more dollars leave our shores than return, it means 
tha t the dollars which did not re turn  fail  to appear in our marketplace 
to buy goods and services. This reduction in sales means fewer jobs 
for our workers and less growth for our economy. The recent level 
of our negative balance of payments—that  is, the  dollars th at did not 
come to our marketplace—means th at we have been shor t about a mil­
lion and a half  jobs th at we would have had if these dollars had come 
back. Also our industr ial growth has been retarded.

The second important consequence as a result of a dozen years of 
continu ing outflow of dollars, is tha t foreigners now hold claims 
against the dolla r which exceed our total  gold reserve. The short ­
term foreign claims against the dollar are more than $22 billion and 
our gold reserve only slightly  more than $16 billion. We could not 
even now meet our commitments to furnish gold on demand, and in a 
real sense, could be said to be insolvent insofa r as our international 
accounts are concerned. At  the end of World W ar II  the do llar was 
the most sought afte r currency in the world. Today it is a second- 
rate  currency. Foreign confidence in the dolla r has been ebbing.

I t is problematic as to how much further  foreigners will be willing 
to build and hold dollar  credits. At some point confidence will be 
shaken and they will call on gold. When th is happens the dollar will 
fast become a soft currency and our leadership in the free world will 
receive a serious jolt.

The proposal which would authorize us to extend our commitments 
to the International Monetary Fund by $2 billion will be meaning­
less i f it does no t in the end lead to thei r calling upon us to supply 
dollars and thereby increasing the outflow. This will only hasten 
the day when confidence skids to the point where we will face a run 
on our gold supply. The plain facts of the mat ter are that the 
United States cannot afford to take on this or any other  additional 
burden.

Our Federal deficit last fiscal year was more than $7 billion. With 
proposed tax reductions and increased spending, it will probably  be 
larger next year. Our deficit financing and monetization of Federa l 
debt is watched closely by foreign bankers, because they recognize 
this  as fiscal irresponsibility. The large r our deficit, the more uneasy 
they become at holding dollars  instead of gold.

If  the dollar  is to maintain its position among the nations  of the 
free world, we must find ways soon to balance our foreign  account. 
The continued deficits in our budget at home and in our balance of
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payments reinforce each other in destroying confidence in the sound­ness of the dollar.

The greatest assist tha t the United  States  can give the free world at this time is to retain  our own solvency. We must trim our Govern­ment expenditures to equal revenues, and we must trim our oversea commitments including foreign aid of all types, direct and indirect, to the end that we may eliminate the negative balance of payments.For  this reason I  urge the House Appropriations Subcommittee on Foreign Operations  to oppose any increased grants to the Int ern a­tional Monetary Fund reserves. The very fact th at the reserves have been used up and now it  is claimed tha t there is a need to augment them, indicates th at the original funds have been used in uneconomic projects which have had little or no payout. Even if we could afford it, which we can’t, this would be an unwise use of resources. Eco­nomic development throughout the free world can best be guided by free enterprise investments, guided in turn  by normal risk versus re­turn considerations.
Mr. P assman. Thank you very much, Dr. Lloyd, for  your line state­ment. We have been very happy to hear from you gentlemen and you can rest assured that  the committee will give your views careful attention.
The committee will now stand adjourned until 10 a.m. on Ju ly 11.

Saturday, August 4, 1962.  

U nited Nations Childre n’s F und

w it n e s s
MR S. W A R R E N  E. COX , M EM B ER , C O M M IT TEE ON L EG IS L A T IO N  OFT H E  N A TIO N A L CO NG RE SS  OF  P A R E N T S  AND T EA C H E R S

Mr. P assman. The subcommittee will come to order. We have called the committee into session this morning, Saturday, August 4, so tha t we may hear the testimony of what we usually refer  to as out­side witnesses. They are American taxpayers who finance this pro­gram. We are always glad to have outside witnesses give us the benefit of their views on this aid program.
The first witness this  morning will be Mrs. Warren E.  Cox, a mem­ber of the Washington Committee on Legislation of the  National Con­gress of Parents and Teachers who will present a statement by Mrs. Fre d L. Bull, chairman of the Committee on Legislation  of the Na­tional Congress of Paren ts and Teachers in support UNICE F.Mrs. Cox, we are very glad to have you here and we would like to hear from you a t this time.
Mrs. Cox. Mr. Chairman and members of the committee, I am Roberta C. Cox, a member o f the Washington Committee on Legisla­tion of the National Congress of Parents and Teachers. I am present­ing this statement  for Mrs. Fred  L. Bull, national chairman of legis­lation, to urge you to include in the appropriation for foreign aid $12 million as the contribution of the United States to the United Nations Children's Fund. We appreciate this opportunity  to speak to you.
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The Na tional Con gress of Pa re nt s and Teach ers , a na tio na l, vo lun ­ta ry , nongovern me nta l organiz ati on  with over 12 mi llio n me mb er­ships , was fou nded 67 ye ars  ago, and  has  a record  of co ns tan t dedic a­tio n to its  purpo se : to pro mote the  we lfa re of  c hil dren  and yo uth .
Since UNIC E F  was org anize d in 1946 as an emergency pr og ra m  to feed the  hu ng ry  ch ild ren  of  postw ar Eu rope , the  Na tio na l Congres s of  Pa re nt s an d Tea che rs has been prou d to su pp or t the Chi ld re n’s Fu nd  and pleased to see it bro ade n its  per spe ctive to become a wo rld ­wide effort  to help people help themselves .
AA e are  all aw are  t hat  U N IC E F  goes into a coun try  only at  t he  re ­quest of  th e g overn me nt of  t he hos t c ou ntr y, and th at  the  aid ed cou n­try is requ ire d to ma tch  f un ds  fo r the  expense of the projec t a t ha nd . Th e Na tio na l C ong ress o f P ar en ts  and  Te ach ers  is p leased  to  no te t hat cu rre nt ly  governm ent s receiv ing  aid  fro m U N IC E F are them selv es pu tt in g in an  ave rag e of  more th an  two and a ha lf  times every do lla r prov ide d by the Fu nd . Thus, the resources of the  Ch ild ren’s Fun d serve as a sti mu lus  to local in itiati ve  a rou nd  the  world  in solv ing  heal th  problems fo r ch ild ren . A t the  same tim e it  fos ter s sel f-govern me nt and sel f-resp ect  when pe rm anent, locally  supp or ted prog ram s are  establ ished to br in g l as tin g imp rov ement s to  the  health  and we lfa re of the ch ild ren . Th ro ug h the U ni ted Na tio ns  C hi ld ren’s F un d we g ra p­ple  w ith  the rea l enemies of  m an kind  a nd  jo in  in the  e ffor t t o des troy them before  the y destroy  the  hope of  t he  wo rld —the chi ldren.
Al thou gh  U N IC E F  has  alr eady  aid ed an  est im ate d alm ost  57 m il­lion mo the rs and ch ild ren in 107 c ountr ies  an d te rr ito rie s, there are  sti ll abo ut 500 mi llion  ch ild ren  liv ing in are as where disea se run s ra m pa nt  an d de ath and cr ip pl in g are  d ail y com pan ions, whe re maln u­tr it io n sets a spect er at e ver y m eal,  and  where s up ersti tio n an d poverty  com pound all  th e p rob lem s th at  make  ch ildhood a n ightm are .
AATth its  world  he ad qu ar ters  in ou r own  coun try , U N IC E F  seems very close. Th e Na tio na l Congress of  Pa re nt s and Teach ers  tak es pr ide in its rec ord  un de r the  guida nce and dir ec tio n of  ou r own com­pa tr io t, Ma urice Pa te , an Am erican  bus inessm an who  re tir ed  as a success ful investment b an ke r 16 yea rs ago to devote h im self com pletely  to  the  we lfa re of  the  wo rld ’s ch ild ren as th e Ex ecuti ve  Dire ctor  of U N IC EF. AAre in the Na tio na l Congress of  Pa re nt s & Teach ers  agree  wi th Mr. Pa te  th at  “h elp ing ch ild ren is no t ch ar ity  bu t an inv estment in the  fu tu re .”
1 he Un ite d Na tions Chi ld ren’s Fu nd  is en tir ely financed, as you know, by vo luntary contr ibuti on s ra th er  th an  by assessments on the  member n ations o f th e U ni ted Nation s. In  1961 the  U ni ted State s was one of  100 g overnments  mak ing vo luntary contr ibu tions.
Su pp or t of  the  Un ite d Na tio ns  Ch ild ren’s Fu nd  is a pr io ri ty  item  on the leg islative prog ram of  the  Na tio na l Con gress of  Pa rent s and Tea che rs. AATe urg e you to ap pr op riat e $12 mi llio n—the same a mo unt as last ye ar—in the  c ur re nt  b ud ge t fo r fo rei gn  aid  as the  U.S . co nt ri­bu tio n to the Uni ted Na tions Chi ld ren’s Fu nd .
Tha nk  you.
Mr.  P assman. Airs. Cox, we th an k you  very much fo r yo ur  excel­len t sta tem ent. I f  I  rem ember  corre ctl y alm ost  every ye ar  th is  com­mi ttee has reco mmended the en tir e am ount reques ted by the Bu reau  

of the Bu dg et  because we too recogn ize  th is  is a gr ea t pro gra m.  Thi nk ip g o f th e ch ild ren  an d t hei r we lfa re c ert ainly touches the he ar t-
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strings of all the citizens and we are always glad to give considera­
tion to this request.

We are happy  that  you could come and a lot of good luck to you.
Mrs. Cox. Thank you.

United Nation’s Children’s F und

W IT N E S S

MRS . V IR G IN IA  M. GRA Y, E X E C U T IV E  SEC R ETA R Y , C IT IZ E N S  COM ­
M IT T E E  FO R U N IC E F

Mr. Passman. The next witness will be Mrs. Gray. I believe Mrs.. 
Gray represents the Citizens Committee for UN ICE F. I think  per­
haps this is the  fifth  or sixth year it has been our honor to greet you, 
Mrs. Gray, and we hope to have you back again.

Mrs. Gray. Thank  you, Mr. Chairman, I believe it is the seventh 
year. I was counting i t up as I  came down this morning.

Mr. Passman. Yes; tha t is righ t. It  was my privilege to be in 
the chair of this committee and since then you have been here every 
year.

Mrs. Gray. Mr. Chairman, with  your permission I would like to 
file my statement. I think it  would run a few minutes over the 3 min­
utes allowed.

Mr. Passman. Without objection the prepa red statement will be 
filed in the record at thi s point.

(The prepared statement of Mrs. Gray follows:)
The Citizens Committee for  UNICEF is an informal clearinghouse of legisla­tive information serving a number of national  organiza tions which suppo rt con­

tinued par ticipat ion  by the  United Sta tes in the United Nations Children’s Fund 
(UNICE F).  This  sta tem ent  h as been authorized by the following such organi­
zation :

American Association of Univers ity Women.
American Paren ts Committee.
Associa tion for Childhood Educatio n Internatio nal .
American Vete rans  Committee.
Child Welfare  League of America.
Cooperative League of America.
Friend s Committee on N ational Legislation .
Jewish War V eterans of the U.S.A.
Methodist Church—Women’s Division of Christ ian  Service  of the Board  of 

Missions.
Nat iona l Associat ion of Colored Women’s Clubs, Inc.
Nat iona l Association of Social Workers, Inc.
National  Council of Jewish Women.
Unitarian Women, Alliance of.
United  C hurch Women.
Women’s Int ern ational League for  Peace and Freedom.
YWCA n atio nal  hoard.

AN OUTSTANDING EXA MPLE OF SUC CESS

During the past year,  when the United Nations has  been undergoing a series  
of dra matic tria ls, when its very existence has been th reat ened, the Citizens Com­mittee for UNIC EF finds much reassurance in the  record of steady progress 
made by UNIC EF dur ing 1961. We also find, in its  forward-looking program 
for 1962-63, evidence  with just ifies  a sub stan tial  basis  of hope—not only for the 
fut ure  welfare o f th e world’s children, but  a lso as a demonstration  of the way in which the nations  of the entire  world can find grounds for cooperation in our 
mutual concern for  the  fu ture  of humanity . When rival political powers can
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sha re support for prog rams designed to remove the  worst hazards of disea se and chronic malnutriti on th at  afflict vas t are as of the ear th,  perh aps it  is not too much to hope th at  these same nations  can also learn the  necessary  lessons of mutual underst and ing and  self-discipline th at  could lead them to exercise  re­st ra in t in the atomic arm s race.
J he Ci tizens Committee fo r UNICEF supports the executive branch recommen­datio n for a cont ribution of $12 million by the  United States to the Chi ldren’s Fun d for fiscal 1963.

GOVERNME NT CONTRIBUT IONS INC REASING

In spite  of the  fac t that  thi s new fiscal y ear  will mark the fou rth  consecutive year when the U.S. contrib ution has  been held  to the  same amount , we note that  cont ributions to UNICEF from othe r governments  are  steadily  increasing—$1.5 million in 1961 by governments other than the United State s, or 16 percent. This  is evidence of the esteem which UNIC EF enjoys everywhere. Twenty-seven countrie s increased the ir suppor t sub stan tial ly dur ing the  past year,  with the  largest absolute increases  given by the  Fed era l Republic  of Germany, France, Sweden, Norway, Denmark , Switzerla nd, and the  U.S.S.R.
Per hap s even more signif icant  th an these  impressive  inc reases by the industral-  ized, comparativ ely weal thy countrie s of Europe is the fac t that  25 countrie s th at  are  themselves beneficiaries of UNICEF aid  to help the ir own child ren pledged or contributed  to UNICEF volu ntar ily dur ing 1961 proportionate ly as much or more than they  were  asses sed as the ir fa ir  sha re for the regula r U.N. budget.
Again this  year we note w’ith sati sfactio n the  fac t th at  newly independent countries of Africa  including Cameroun,  cen tral  African Republic, Chad, Mada­gascar,  Mali, and Somali Republic contribu ted to UNICEF in 1962 among the ir firs t act s of self-government, thu s demonstrat ing effectively the ir developing sense  of social re sponsibil ity.

UNIC EF  IN  TH E DECADE OF T HE SIXT IES

We have  hea rd much discuss ion dur ing thi s past year of the  goals of the U.S. program for the “decade of development,” as envisioned by the  Pres iden t, the  Secreta ry of State , and the  Dir ector of AID. Increasingly  stressed  as a basic crit erion for the  multibillio n U.S. p rogram of aid to developing coun tries  is the  necessi ty for  self-help on the  pa rt  of these nations. Those of us who have followed the  wrork of UNICEF dur ing  its 15 years of successful operation s have seen ample  just ification for  this emphasis on self-help since that  has  been re­qui site  to UNICEF assistance  from the  beginning. We are hopeful that  our much larger bila tera l programs can  p roduce  ever  more successful result s through thi s commonsense approach .
To cite  jus t two areas where U.S. intere st is especially high at  this  time, we ob­serve  tha t UNICEF’s Executive Board approved alloca tions  in 1962 of  $4,160,000 for  all types of long-range  p rograms  (he alth services, disease control, and nu tri ­tion) in 31 African count ries, in addi tion  to three regional  programs. Likewise, for the Americas , $7,644,358 was approved for similar  programs  to go forward in 22 countries of this hemisphere. The  benefits that  will result  for children and mothers from the work made possible by these funds  should contribu te in no small measure  to the success of the ambitious A lliance for Prog ress programs  for broad economic and social development.
Beginning las t year, af ter a pre lim inary survey of the needs of child ren had been conducted by a number of governments , by the specialized agencies and the  B urea u of Social Affairs of the  U.N., the  UNICEF Board decided to increase the range and flexibi lity of UNICEF aid by encouraging the coun tries  under­tak ing  programs of economic and social development to focus on the problems and the  main needs of the ir child ren, and to plan effectively to meet these needs. This  new7 emphasis  recognizes the  fact  th at  opportunitie s for  effective aid vary greatly  from country  to country.
While the well-establ ished policies of UNICEF supp ort in the fields of heal th and nutrit ion  will, of course, continue to receive  the  major pa rt of UNIC EF assis tance , new are as of concern are developing such as the greater  help which w ill be needed in the  rapidly  growing urban are as  where the hea lth and social problems of child ren and youth  are acute . Former ly essential ly rural  peoples are  flocking to urban centers in gre at numbers too rapidly  for existing faci litie s to absorb  them. The  impact of thi s sudden influx  is creating serious slum con-
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dltions in urban centers where s tandards of living were not adequate even before 
this new growth. Thus the very eagerness and impatience of the newly develop­
ing peoples to raise their standards of living almost literally  overnight can 
bring new and serious dislocations in patte rns of family living, often with tragic 
results  for the children. Already one modest pilot project is underway in the 
slums of Mexico City involving housing improvement, environmental sanitation, 
vocational guidance, and train ing fo r youth.

In summary, UNICEF aid offers the  nations  of the world a unique opportunity 
to focus on investment in children and youth concomitantly with the broad 
programs of economic development going forward under the vast bilateral and 
multilateral  programs of grants  and loans. Direct measurable returns on this 
investment cannot be demonstrated from one year to the next in the way that  
statis ticians can chart economic growth by indexes of industrial  production, miles 
of roads built, or national income. Yet, without such investment in children, the 
human resources of the future, permanent economic improvements have scant 
hope for success. The continued achievements of UNICEF, along the paths  tha t 
it has already charted, offer one of our best hopes for the future ,

Mrs. Gray. I would like to add a few words to my statement which 
has been approved by the organizations that you see listed before you.

I know in the light of what you just  said to Mrs. Cox, Mr. Pass­
man, you probably wonder why we come up here every year but I 
think there are two reasons and I would like to state them. The first 
is tha t we wan t you and the other members of the committee to know 
tha t these organizations still support as vigorously as ever the work 
of the  Children’s Fun d and, secondly, is tha t even though the amount 
of money involved is so small—$12 million for the total appropriation  
for the United States this year—we feel tha t U NICE F is worth study 
as an example for our other programs in mutual cooperation in for­
eign aid.

It  is my own personal conviction af ter some years of working with 
voluntary organizations tha t many times it is possible for conflicting, 
even hostile, groups to  come together and work for something where 
they share a  mutual concern. The governments of the world are doing 
tha t for the United Nations Children’s Fu nd because no matte r how 
hostile they may be in other respects they share a mutual concern for 
children. I t seems to me the way the Children’s Fund has operated in 
the past it affords a really outstanding example of what can be done 
for good in the world.

We see it happen in our own communities where competing, con­
flicting groups work together and now we are seeing it on a worldwide 
scale.

Mr. Pate, as Mrs. Cox mentioned, is one I  have had a privilege to 
watch in operation now for 7 years and I think he lias a very rare 
combination of hard-headed business sense with the abi lity to  squeeze, 
literally, every penny to br ing the largest benefit to the world’s chil­
dren.

So we are very proud of the fact tha t the leadership of the Chil­
dren’s Fu nd has been an American from its beginning.

I would like to comment on just one other point. I stress thi s in 
my statement and the fact tha t other countries are increasing their  
contributions, is that point. I think this  illustrates just what I have 
been saying, tha t through the U.S. leadership in the beginning in set­
ting  this  up, other countries are  following our leadership and increas­
ing their  contributions while for the last 4 years we have kept the 
same amount. I think this increase from other governments is good.
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I am not saying and I don’t want to leave the impression tha t I 
think, because other countries are increasing, tha t we should decrease 
our contribution. I think the psychological effect of maintain ing our 
leadership is very important because we have gained a grea t deal of 
good will around the world because of our leadership here. In  fact 
we have been identified as UN ICEF and U NICE F has been identified 
as the United States in some areas.

Since this  sta tement was prepared I think it is interesting to know 
tha t the Leopoldville government of the Congo has appropriated, 
has contributed, or pledged $17,000 to the central account of 
UN ICE F and th is is very convincing evidence, it seems to me, of how 
the countries who need so desperately help within thei r own borders, 
recognize the effect they feel UN ICEF can have throughout  the 
world.

Mr. Rhodes. Wha t is the tota l budget for U NICE F ?
Mrs. Gray. There  isn’t a budget in tha t sense. The contributions  

from governments last year were approximate ly—from governments 
alone were approximately $23 million. I am sure tha t you have the 
accurate figures and I can get them for  you. I would like to check 
the figures before they are printed.

Mr. Rhodes. H ow much do they get from the trick-or-treat pro­
gram ?

Mrs. Gray. I was going to say in addition  to tha t there are other 
contributions. Last year they got about $2 million from trick or tre at 
and about $1 million from the greeting card program which is car­
ried on around the world. All countries buy the greeting  cards.

I think the figure of allocations is probably more real istic than the 
figure of actual contributions because the allocations which are 
planned for this coming year—they are on the calendar year basis 
as you know, 1962, they amount to approximately $30 million. Now, 
tha t means that is what the  program is expected to use.

In  addition to “trick or treat,” which is U.S. funds, there is a 
Canadian “trick or trea t,” and there are other  voluntary contribu­
tions in other countries. Tha t is what is called a don du lait, a g ift 
of milk, in Switzerland which raises volunta ry contributions for the 
Children’s Fund  and a number of other countries are doing the same 
thing, so here again I think  we can feel proud  tha t we have taken 
leadership in this country.

Mr. P asssman. Percentagewise we have put up the  la rger  part?
Mrs. Gray. In  the past, but tha t is decreasing each year as the 

other countries increase thei r contributions.
Mr. P assman. Pu t the figures in the record if you will.
Mrs. Gray. I have the early figures from the first pa rt of the year 

which were released. This is for 1961 and they are listed for 
UN ICEF as provisional figures. They are $22,959,796.

Mr. Passman. Mrs. Gray, we are always happ y to have you come 
before the committee and give us the benefit of your views.

Mrs. Gray. Tha t is very kind of you, Mr. Chairman. Thank you 
very much.

87 94 8— 62 — pt. 3----- 77
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F oreign Aid P rogram

W IT N ESS

ERN EST G R IF F IT H , NATIO NA L CO UN CIL OF CHURCHES

Mr. P assman. At thi s time we shall  he ar  f rom  Mr. Er ne st Griff ith, 
the  forme r and  very able and  esteemed Direc tor  of  the  Li br ar y of 
Congress. We see now that  Mr. Gri flith  is connected with the  Na­
tiona l Council of Churches . I thi nk  I  sneak  fo r every  Member o f the 
Congress, Mr. Griffith, when  we say welcome. We are  gla d you can 
come back and  see us. I f  you have a pre pared  sta tem ent we would  
like to i nsert  i t in the record and let you speak i f you desire.

Mr. Griff ith. I thi nk  I  can  speak direct ly.  I  may say th at  my re p­
rese ntation  at the  Natio nal  Council of  Ch urches  is entirely  v olu nta ry.  
My capacity, ful l time,  is  as h ead  o f t he  School  of  In te rn at io na l Se rv­
ice at American Unive rsity, here  in W ash ing ton .

I  am a member of the  De pa rtm en t of In tern at iona l Affai rs of the 
Nat ional Council of Churches. Th e National  Coun cil of  Chu rches 
rar ely  goes on record on matter s of pub lic policy. When it  does, it 
speaks fo r some 30 o r 40 reli gious bodies , fo r very nearl y 40 million 
communicant s o r members.

Obviously , its posi tion with reference  to foreig n aid  is a general  
posit ion.

Mr. P assman. May  I ask you  thi s question so we can follow you 
very  close ly: You are  test ify ing fo r the  en tire for eig n aid  pro gra m,  
or some segment o f i t ?

Air. G riffith . The en tire foreign  a id pro gra m.  I  shall try , in  some 
rem arks of  my own which are no t pa rti cu la rly fro m the  Na tion al 
Counc il, to  offer certa in concrete observations.

Mr.  R hodes. I  don’t l ike  to  take  exc eption to  any th ing t hat  the w it­
ness says bu t I cannot believe th at  t he Na tional Council of Churches 
is c hary in makin g its  views he ard  on issues. I t  seems to me they  are 
heard  on almo st every issue th at is  imagin able.

Mr.  Griffith. Th e Na tio na l Council of  Churches  is made  up  of  a 
numb er of depar tment s. The ind ividual departm ents,  wi tho ut the  
endo rsement of the  e nti re council do speak on m any  issues. This par­
tic ular  issue is one o f the very  few th at  the na tio na l council , as a -whole, 
has spoken  on, fa ir ly  co nsistently , a nd I  am very g lad  you raised th at  
because  I make  a dis tinction  between the  na tional council as a whole 
and  the  ind ivid ual  committ ees which do n ot  speak fo r any  o the r t han 
fo r themselves.

Mr. P assman. T believe  I  ind ica ted , at  t he beg inn ing , th at  we hold 
you in very hig h esteem because  we have known you on the  Hi ll for  
many, many years. How ever, if  you are  speak ing  for the  en tir e aid  
pro gra m,  it is so dive rsifi ed and so bro ad wi th lim ited time, may  I 
ask you if you expect t o sup plement your  state ment here this  m orn ing  
wi th some documented  evidence as to why the Na tional  Counc il of 
Churches takes th is pos itio n and  wh eth er or  n ot  the y have any  ideas



1215

as to how fa r foreign, aid should go money wise, what programs should 
be continued, whether we should continue the programs for dictator ­
ships and to Communist countries and to neutral  countries. It  is so 
broad.

I)o you expect to supplement th is ?
Mr. Griffith. 1 shall be very happy to give you, for the record, a 

statement of the national council.
(The information follows:)

OUR CHRIS TIA N CONCERN

Oneness in Christ across the nations requires  mutual  aid and trade.
As Christians we feel compelled to give our special support to the fur ther 

development of foreign economic policies of the United States which will reflect 
our interest in man's welfare in other countrie s as well as in our own. We 
believe tha t constructive policies of international aid and trade  are essential 
to the creation of conditions of peace with justice and freedom.

The natural wealth of the world and the capacity  to transform raw materia ls 
into desirable goods are not evenly distrib uted among nations. Our own coun­
try is richly endowed and highly developed. Some countries may be able to 
produce many commodities efficiently but have serious shortages in o ther essen­
tials. Still other lands have such a low level of production tha t most of their 
citizens live in poverty, disease, and illiteracy. These nations are all in our 
world and thei r people are all in God's concern. As Christians, we cannot help 
but be distressed by human misery and misfor tune wherever it may be, and 
seek appropriate ways by p rivate and public means to promote the welfare of our fellow men.

ECO NOM IC AN D TE CHNIC AL AID

We recognize tha t trade alone will not enable economically underdeveloped 
countries to realize their potentialities for economic growth and social progress 
including freedom. Both priva te and public aid, in the form of technical co­
operation and capital, is indispensable. Assistance in longtime capital loans 
on favorable terms and capital  grants, on a more limited basis, will be needed 
over a long period of time to enable such a reas  to establish thei r own economies 
and thei r place in the world market. Greate r use should be made of interna­
tional agencies, such as the United Nations and regional organizations. Tech­
nical and economic aid, while related to other  parts  of foreign policy, should 
not be primarily for political and milita ry considerations,  but for the purpose 
of helping people to meet economic and social needs and opportunities.

Mr. Passman. Then you proceed, sir.
Mr. Griffith. It  has to do with three specific Christ ian insights. 

One, the insight of our responsibil ity with  our standard  of living 
and our wealth for those who perhaps have one-tenth, one-twentieth, 
one-for tieth of our own. In the second place, it has to do with the 
feeling tha t other people should be developed to a sense of responsi­
bility  and partic ipation themselves, and finally it has to do with the 
value that freedom has for all of us.

May I  supplement with (wo o r three remarks of my own that  may 
be of some usefulness to the committee. These have to do more with 
the setting, and while I  have not read the testimony this year, I be­
lieve they have not figured prominently in the considerations before.

The firs t of these is the sense which those of us outside the Govern­
ment who are students of foreign affairs have tha t, part icularly  re­
cently, there are genuine signs that we are winning. Yet, we do not 
dare take tha t too much for granted. This  is an endurance contest.

Mr. Passman. Winn ing what, Mr. Griffith?
Mr. Griffith . We are winning as agains t the Soviet Union and 

the Communist world.
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Mr. Rhodes. H ow do we happen to be winning when i t was said 
tha t we were losing about a year and a half  ago? Wha t has caused 
such a rapid  change in our fortunes? I know of nothing which has 
occurred which should have had such a dramatic effect.

Mi-. Griffith. The Communist bloc is showing signs of cracking.
Mr. Rhodes. Wha t signs are they showing ?
Mr. Griffith. The collapse or near collapse of the internal economy 

of China which is by all odds the largest example. Tha t is, the Com­
munist methods cannot compare with our methods of organizing an 
economy and that  is beginning to be apparent.

Mr. Passman. We go out on trips  and we find, i f anything, tha t 
Communist China  is closer knitted  now than a t any other time before. 
It  may not have a higher standard, it may have a lot of poverty, but 
so fa r as controlling the people is concerned, our contacts indicate to 
us that it is just wishful thinking if we think they are about to crack 
up. We just  hope tha t they are but do you have any information  other 
than jus t the statement that we have heard these things ?

Mr. Griffith. We have on our faculty  a t the American University  
two or three specialists who have had access to classified informat ion. 
I have discussed this with them. It  is not thei r expectation t ha t Com­
munist China itself will crack. I t is the ir knowledge th at the recent 
internal conditions in Communist China have made communism as a 
way of life and a method of  organization considerably less att ractive 
to the nations which are nearby, and therefore this is the time in which 
we must be quite certain tha t we do not ourselves give any reason to 
suppose tha t we will leave these nations in the lurch. That is poin t 
one. I could elaborate if you have other questions.

The second point: A very high  official of the State Department 
at a meeting with our students mentioned the number of decisions that 
had to be made in a day in foreign policy—the number was over 100— 
tha t in ea rlier years were made by the Secretary of State but are now 
made down the line. This is a byproduct of the crisis situation in the  
world, of the fact th at our foreign assistance program is linked with a 
hundred nations in a given year. With  such multiplicity of decisions 
it is highly likely tha t mistakes will be made; but th at is the time, this 
is the  time, with the enemy cracking in some places and weakened in 
others, th is is surely the time fo r us to continue our own pressure fo r 
our side, regardless of occasional errors.

Because there are 100 nations, this is also a time at which we, I 
think, should recognize t ha t different standards of aid, and the case 
for such aid apply to different nations, tha t the standard  for Yugo­
slavia is one thing, the s tanda rd fo r India is another, the standard  for  
Venezuela is a third,  the standard  for the Ivory Coast is a fourth,  
and I  could go right  on.

In other words, each na tion is a part icular case. However, finally 
it is beginning to be clear, as I  am sure you know, tha t the overall 
direction of our foreign assistance—and the budget estimates this 
year reflect th is—the overall direction is in the direction of seeing 
tha t the revolution in the world is an American revolution and not 
Communist. In  other words, it is to increase individual landholding, 
education, freedom, and so on.

Mr. P assman. You have experts  in all fields, do you not, in the Na­
tional Council of Churches ?
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Mr. Griffith. Yes, we do, in most fields.
Mr. P assman. Economists?
Mr. Griffith. Yes.
Mr. Passman. I would like to say this for the record, and when 

the record reaches you, ask him, the economist, to analyze the follow­
ing and furn ish the committee with any information he may have 
to give us some courage as to how we can overcome the obstacles 
we are confronted with.

One, tha t the aid program is now so broad that we are in 101 of 
113 nations of the world and in practically  every British  possession 
in the world with tremendous aid programs going into the tens of 
millions of dollars. We find our generosity has placed us in the posi­
tion now of having a public debt th at exceeds, by $23.7 billion, all the 
other public debts of the 112 nations of the world combined.

We find tha t our generosity to our neighbors abroad has placed 
us in position to, where during the last 10 years we have had a sub­
stantial balance-of-payments  deficit. The net has exceeded $20 bil­
lion. We find tha t many of the nations tha t we have aided and are 
presently aiding  are in be tter financial condition than  we are. We find 
tha t the only way we can sell abroad today is by a substantial sub­
sidy average across the board.

We might, put this in for him to give us his opinion on th a t: during 
the first 5 months of 1962 calendar  year we exported only 801,000 
tons of steel and we had to charge $174 million for that steel. We im­
ported 1,689,000 tons of steel for only $198 million. In other words, 
our imports of steel now are more than  twice our exports because we 
are no longer competitive. For ty percent of the  capacity of our steel 
mills is idle.

I am sure that you would also like to  have your economists give us 
an explanation as to  what  th is is leading us into. Tha t our gold re­
serves have reduced, in 10 years, from $24 billion to approximately  
$16 billion today. Whereas the gold holdings of the recipient or so- 
called free nations have gone from $13 billion up to $23.5 billion. 
And in just a brief period of 10 years foreign nations have increased 
thei r short-term dollar  holdings from $10 to  $24 billion. And as we 
speak this morning, foreign nations and nationals around the world 
own more gold than we do and  they also have $24 billion of American 
money in excess of the ir requirements.

Then the final point we would like to have him give us his views on 
is (he fact that  we are having to ask some of the nations that we made 
loans to during the Marshall plan days—they agreed to pay back a 
small percentage of our  grants  in cash—we are now having to get those 
nations who are very wealthy, to pay their payments back as long as 
35 to 38 years in advance of due date so as to lessen the impact on our 
serious balance-of-payments situation.

Then finally i t will be in the press, no doubt, tha t there may be some 
kind of a system devised whereby we are going to  have to go out into 
foreign nations and borrow from them the dollars they earn from our 
generosity so we can finance foreign aid programs in subsequent years.

If  you will, have him give some thou ght to these observation's and 
if there is an answer we would like to have it.

Mr. R hodes. Mr. Chairman, may I  ask Mr. Griffith to get some ad­
ditional information?



Mr. P assman. Yes.
Mr. Rhodes. Th is is more along the theological line.
To me ch ar ity  is a volun tary th ing . Yo ur first comments were based on th e charita ble  field in which  th e ch urch es op era te. W ith th at  I have  no fa ul t to find. 1 feel as c ha rit ab le  tow ard  unfor tuna te  people 

as anybody does, bu t I th ink it should  be voluntary. Bu t we must rem emb er th at  there isn’t an ythi ng  vo lun tary abo ut pa ying  taxes. Now, how do your  theologians, pu t th is into  co ntex t, the fact  t hat  you are  asking  th e Ame rican  people  to  ind ulge in a sor t o f force d ch ari ty?
Mr. Griff ith. May I speak  to  th at?
Mr. R hodes. Yes.
Mr. Gri ff ith . The re are two pr inc ipal elements in the conclusion arriv ed  a t. One  is (howeve r t his  is not pa rti cu larly  th e re lig ious side) 

th at  the  fu ture  of the Un ited State s depends upon  ho ldi ng  and eve ntu ally ro lling  back the Com munist  world. Tha t the re are grea t 
values i f freedom  is a t s take . That ------

Mr. R hodes. Ju st  a minute.  The chu rch  is ge tting  int o poli tics , isn 't it?  World poli tics?
Mr. Griff ith. The  churche s believe-----
Mr. Rhodes. Isn’t t he chu rch  i n pol itics ?
Mr. Griff ith. The churche s believe—at  least the  Na tio na l Cou n­cil believes—th at  the  chu rch  has a responsibil ity  whe re the re are  

ethica l intere sts  involved. Th e ind ividual members of  the  chu rch  believe  (ha t it is i mp or tan t, trem endous ly im po rta nt  t o the  fu ture  of the world—as you said , Mr. Congres sman—th at  the  U ni ted  Sta tes  be 
str on g, bu t th at  the  Un ited State s also have  associates.

Mr.  P assman. May I also ask you thi s ques tion,  Doc tor,  Do you 
believe the re is a lim it to how fa r our  aid prog ram  can go?

Mr.  Griff ith. Abso lute ly.
Mr.  P  assman. And  that we have reached the  po in t whe re we are  dr aini ng  off the na tur al resou rces of America, it is going  out and 

no t c oming  back?
Mr. Griffith . No; I th ink many thi ngs are coming back  and I 

th ink those  we help ed in the Ma rsh all-----
Mr. P assman. W ha t is coming back,  speci fical ly? I f  you remove 

from ou r exp orts  the  tremendo us subsidy  th at  plow ed in and  you remove from  the  exp ort s the  bill ions  of dolla rs wo rth  of goods we sh ip out  of the cou ntry, where the  T rea sury pay s the  invoice  a nd not  
(he rec ipient cou ntry, then we have  in all probabili ty a defic it in our 
trad e balance.

Now, in final observation: Let him give us his ans wer on this. AVe are  told  th at  we have a pub lic debt and I th ink the  Treasury sta te ­ment will indicate  t hat  we have a  borrowed  money deb t of  $299 bil lion  as of  yesterday mo rning, so let' s use roun d figure s: $300 bil lion . Bu t 
we also have a statutor y obl igat ion fo r $746 bill ion. I t  mean s th at  th ing s we pass laws  to do for people  in the  fu tu re  fo r services pr ev i­
ously rend ered—not to be rendered  but alread y ren der ed—the  st at u­to ry  obl iga tion , it exceeds  a tri llion  dolla rs, or  more than  $20,000 
per  fam ily in Am erica .

We want to get your  expe rt to give  us some inf orma tio n as to what the  impac t is pre sen tly  and wha t it will be in the fu ture  if  we don’t 
slow down.

Mr. Griff ith. I will be very  ha pp y to, Mr . Cong ressman .
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1 have only one comment to make on your  challenge o f what we are  
gett ing back from it.

As I see it—and 1 am not speaking for the National Council of 
(■hurches in this—as 1 see it we are taking a calculated risk  tha t 
foreign aid will prevent Asia and Afr ica from going down the drain . 
If Asia and Africa go down the drain, what we are now spending 
for national defense would be as nothing as to what we would have 
! o spend if th at part  of the world were Communist.

This is in the field of insurance more than in the field of direct—-—
Mr. P assman. Now, this final question, then. We are  dealing with 

as we think of America as a reservoir, our reservoir—our resources 
are certainly  limited are they not ?

Mr. Griffith. Yes.
Mr. Passman. You are drawing  from a reservoir where the re­

sources are  limited and you are actually pouring them into a bottom­
less pit. When you go completely around the world, you und er­
stand—our ideas are Christ ian but nevertheless if you jus t keep on 
draining those resources, the first thing  you know we a re going to 
be gone.

Air. Griffith. I agree with you and 1 thank you for hear ing me.
(The in formation requested follows:)

Iu the  he aring on Saturday , A ugust 4 , 1962, of the  House Comm ittee on Appro­
pria tion s, cer tai n ques tions were aske d of Dean Griffith, American Univ ersity , 
by Mr. Pas sma n and  Mr. Rhodes, of the committee. Inas much as these quest ions 
have  economic import the  following  sta tem ent  in reply  to them has been pre­
pare d by Dr. Ernes t L. Inwood, an economist who serves on the  staf f of the  
Dep artm ent of In ter na tio na l Affairs, Nation al Council o f Churches.

Dr. Inwood received his Ph. D. degree from  the  University  of Cal ifor nia  and 
has  served  as chairman, De par tme nt of Economics, University  of Nevada, and 
as Ful bright  prof essor at  the  Univ ersity of Rangoon. Du ring  the  pa st 9 yea rs 
Dr. Inwood has  served  as economis t for  Rai lwa y Exp ress  Agency.

Question 1.—Steel imports  are twice as large as steel  exports . Fo rty  perc ent 
of the capa city of ou r s teel mills  is idle. Wh at is th is lead ing us int o?

Answer.—At the  close of the  Second Wor ld War,  steel prod ucti on cap aci ty was  
qui te inad equ ate for reco nstr ucti on iu Europe and  in oth er sections of the  world. 
U. S. steel prod ucer s enjoye d a very stron g ma rke t for  exp ort  steel  durin g most 
of the  d ecade of the  1940’s and the decade of the  1950 ’s. Ea rni ng reco rds  for  the  
steel  ind ust ry as a whole in the  Unite d Sta tes dur ing  thi s period hav e been ex­
cellent. and have led to a very extensive  exp ansio n in the  U.S. steel  ind ustry  since 
1945. Steel productio n cap acit y in 1946 was  92 million tons, bu t by 1960 this 
capacit y had been increase d to 148 million tons. Such U.S. cap aci ty would have  
been just ified  had the  Unite d Sta tes been able to continue its  overwh elming ly 
dom inan t position  in the  world steel industr y. However , as mig ht have  been 
expected.  European and oth er steel producers con stru cted  cap aci ty which  was  
able to tak e care of most of th ei r domestic ma rke ts and  for  exte nsiv e expor t.

Steel capacity  is excessive  in the  United  Sta tes  and will cont inue  to be so for  
the  fo reseeable fu ture  because  of  overbuilding dur ing  the  past decade. The steel 
ind ust ry might well have to suffer a reduc ed ra te  of profit for  the next several 
years, which is the  usu al pen alty  for an ind ust ry which has  overexpanded.

Question 2.—Our generosity  has placed us in the  posit ion of havi ng a public  
debt th at  exceeds by $28.7 billion all the  other public  debts of the 112 nat ion s of 
the  world combined. We have  a public debt of $299  billion as of yes terd ay 
morning.

Answer.—The size of a public debt  is only meaning ful in term s of the  gross 
nat ional prod uct of the  natio n und er considera tion.  In 1950. gross nat ional 
prod uct for  the United  Sta tes  amou nted to $284 billion, whereas  Federal  debt 
amou nted to $266 billion. In 1962. the  gross nat ion al prod uct had increased to 
$560  billion while  the Fed era l debt had  increased to $820 billion. This  means 
th at  altho ugh the Federal debt in 1950  amounted to 98 percent of the gross 
nat ional produc t, by 1962 the Fed era l debt was only 57 percent of the gross na-
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tioual product. Although a national budget in which expenditure does not ex­
ceed income is highly desirable, there is nothing particularly  dangerous about 
the present relationship  of Federal debt to gross national product.

Question 8.—Our generosity to our new neighbors abroad has placed us in the 
position where during the last 10 years each and every year we have a balauce- 
of-payments deficit.

Question 4-—Our gold reserves have declined in 10 years from $24 billion to 
approximately $16 billion today.

Question 5.—We are asking some of the nations tha t we made loans to during 
the Marshall plan days to pay thei r payments back as much as 35 to 38 years in 
advance of due date so as to lessen the impact on our serious balauce-of-payments 
situation.

Answer.—Questions 3, 4, and 5 are  re lated in t hat they deal with the adverse 
balance-of-payments situation which has faced the United States for the past 
several years. It  is quite true  th at continued depletion of our gold reserves will 
soon lead us to a situation of inadequate gold backing for our currency and bank 
credit structure.

There are, of course, numerous factors which have brought about the gold 
outflow. Even though we still have a favorable balance with respect to com­
modity exports over commodity imports, this favorable balance is not nearly 
as favorable in export surplus as was true  during the decade of the 1940’s. 
Furthermore, as investment opportunities have become more profitable in 
Europe and elsewhere overseas, there has been an increased flow of funds from 
the U.S. investment market  to these areas. Our continued military and non­
military assistance overseas has also, of course, accentuated the need for for­
eign exchange.

In the face of this  balance-of-payments situation, however, it must be pointed 
out that if nonmilitary foreign aid carr ies the stipulation tha t aid be expended 
largely for U.S. commodities, there will be no drain on the U.S. gold supply 
from this source. When a loan is made to India, for example, for the purchase 
of diesel locomotives, if these locomotives are purchased from producers in the 
United States the two transactions obviously offset each other.

Nonmilitary foreign aid, as a m atter  of fact, has declined over the past decade, 
from $3,785 million in 1950 to $1,992 million in 1961. This decline is quite in 
contras t to our greater  ability to finance such aid as evidenced by the growth in 
U.S. gross national product between 1950 and 1962.

When one considers tha t in 1962 exports of goods and services amounted to 
$29,065 million in comparison with  imports of $23,327 million it is apparent  that 
with this substantial export surplus we have certain ly not “priced ourselves 
out of the market.” In the years immediately ahead if wage and price levels 
in the United States can be maintained on a fairly stable basis American ex­
ports in comparison with European and Japanese  exports will become increas­
ingly favorably priced. This relative improvement will come about because of 
steady increases in prices of manufactured goods in European and Japanese 
markets. In summation, an increase in nonmilitary foreign assistance will 
additionally strain  our gold and the balance-of-payments program only if pro­
ceeds of grants or loans are expended in oversea countries.

Question 8.—I feel as charitable toward other people as anybody does. You 
know there isn’t anything voluntary  about paying taxes. You thelogians are 
asking the American people to indulge in a sor t of forced charity.

Answer 6.—This statement brings into focus the very impor tant question of 
the relationship between capital formation and the ability of the consuming 
public to buy goods from the market  in as large volume as they are produced. 
Because income receivers in high income brackets and corporations with higher 
rates  of profit are inclined to reinvest the largest share  of their  income, there is 
brought about an unbalance. In other words, in the absence of additional new 
markets such as might be created by military , public works, or foreign aid 
programs, the consumers who have small incomes are unable to buy all of the 
goods that  are produced by the expanded productive capacity. This is the sit­
uation in which we in the United States find ourselves today, in that, although 
gross national product will amount to a record $570 billion this year, our plant 
capacity is only being about 80 percent utilized. Tn accordance with Christian 
principles however, if large income receivers would donate to charitable causes 
and reinvest less of their income in plant expansion, this money would become 
purchasing power for the Nation’s goods instead of adding to plant capacity. 
A better  balance in the total U.S. economy would result.
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Since larger income receivers do not voluntarily donate sufficiently to char ­
itable or social programs, however, the Government has the responsibility of 
levying taxes to provide funds for highways, public works, and other social 
improvements. This is in a sense “enforced charity .”

Question 7.—Do you believe there is a limit to how far our aid program can 
go? And we have reached the point where we are draining off the mater ial 
resources of America, it is going out  and not coming back? You are drawing 
from a reservoir where the resources are limited, and you are actual ly pouring 
them into a bottomless pit.

Answer.—It  is quite true tha t as the years move on our foreign aid program 
depletes the mineral resources of the United States. It must also be kept in mind 
tha t when we export any of our manufactured goods in normal trade  our min­
eral resources are  likewise depleted. This does not, however, crea te a dangerous 
situation. Mineral supplies can be replenished from overseas in many instances  
at lower costs than domestic production. Some of our natu ral resources such 
as agricultural output per acre have on the  other hand increased steadily over 
the past decade. No nation is completely self-sufficient with regard to natu ral 
resources, and to the extent tha t we buy resources from overseas, we provide a 
market for our manufactured exports.

It is not strictly accurate to say tha t the foreign aid program pours our re­
sources into a bottomless pit. If properly planned and administered, a foreign 
aid program will develop oversea peoples to a standard of living which will 
enable them eventually to purchase a larger share of manufactured goods 
from U.S. producers. In summation, therefore, it is apparent tha t not only 
can the United States  well afford a considerable increased foreign aid appro­
priation, but such appropriation will in the short run provide additional markets 
for U.S. goods, and in the long run will build oversea economies which will con­
tinue to demand larger shares of U.S. exports.

Foreign Aid P rogram

w it n e s s

H E R B E R T  E.  H A R R IS  I I ,  A SSIS T A N T  L E G IS L A T IV E  D IR ECTO R,
A M E R IC A N  FA R M  B U R EA U  F E D E R A T IO N

Mr. P assman. Mr. Harri s, we will be very happy to hear from you 
at this  time.

Mr. H arris. Thank you very much. I would l ike to file my state­
ment for  the record.

Mr. Passman. Without objection the  statement will be filed in the 
record at this point.

(The prepared statement of Mr. Harri s follows:)
Statement Presented by Herbert E. Harris, II, Assistant Legislative Direc­

tor, the American Farm Bureau Federation, With Regard to the Appro­
priations for the F oreign Assistance Act of 1962
The American Farm Bureau  Federation is a free, independent, nongovern­

mental, voluntary organization of over 1,600,000 farm and ranch families in 40 
States and Puerto Rico. Foreign policy is a mat ter of vital concern to farmers— 
as it is to all citizens. Through an extensive policy development program at 
county, State, and National levels, farmers and thei r elected representatives 
have discussed foreign policy and foreign assis tance programs.

Farm Bureau recommends that foreign aid appropriations  be reduced to $3.6 
billion—$1.3 billion less than requested by the admin istrat ion and $1 billion 
less than has been authorized. We will make specific recommendations by cate­
gory in regard to the appropria tions for the Foreign Assistance Act of 1962. 
However, initially we will present a basic foreign policy conclusion stated by the 
voting delegates in Farm Bureau’s 1962 policies.

“We believe that trade  is a bette r foundation for our foreign policy than  aid.”
Our world leadership in the pursuit of lasting peace requires tha t the United 

States adhere to a sound foreign trade policy. This means a policy based on 
expanding free world trade. We have a strong conviction tha t trade is a key 
to the maintenance of peace and freedom in the non-Communist world. In this



1222

struggle, two principal elements emerge—free world strength and free world unity. Of course, we must be militarily strong if we are to contain the armed might of the Soviet Union. But of equal importance is free world economic strength. The ability and opportunity of nations to trade—to buy, to sell, to earn—brings a vitality and vigor to a nation’s economy tha t can be obtained in no other manner. This opportunity for trade also can be a tremendous attr ac­tion to uncommitted nations—offering them economic advantages tha t can far  exceed anything the Communist empire can hold out through its political mach­inations of commerce.
At the same time, such trade  can contribute substantially to free world unity. Indeed, throughout history it is clear tha t trade relations have been and are requisite to political alliances. In simple terms, customers and suppliers are usually friends. Expanding markets and expanding sources of supply should be the keystone in the free world’s struggle for peace wi th freedom.Farm Bureau supports the major objectives of the Trade Expansion Act of 1962. We have recommended certa in amendments to strengthen the trade  pro­gram and to make it more effective.

BALANCE OF PAYM ENTS

The ba lance-of-payments deficit has become a chronic and persistent problem which must be solved. The situation could be improved by (1) expanded U.S. exports and (2) reduced foreign aid expenditures.Farm Bureau has recommended in the past—and, indeed, there appears to be general agreement—that other nations, especially Western European nations, assume a greate r share  of the responsibility of the defense and development of the free world. Special groups of countries and institu tions have been formed. Other nations are providing a greater amount of capital for underdeveloped countries. International institutions have been expanded and created—for ex­ample, the World Bank, International Monetary Fund, International Develop­ment Association, International Finance Corporation, the Inter-American De­velopment Bank—in the belief t hat  this would stimulate multil ateral  efforts to­ward air.
Over $10 billion has been authorized by the United Sta tes toward the financing of such institution. Despite this fact, our bilate ral programs are not reduced, and the  administrat ion requests an increased level of expenditure for next year’s program. Maintaining and expanding the rat e of foreign aid expenditures will make the balance-of-payments deficit impossible of solution and very much more difficult even to control.
We believe tha t the funds made available under the foreign assistance pro­gram should be based on good solid plans developed to meet the best interest of the'U nited  States. We have the feeling tha t the reverse is true now. For ex­ample, Congress makes the money available for the various programs and then the executive branch of our Government makes plans to spend it. In other words, we suggest “fitting the money to the plans rath er than fitting the plans to the money.” This is the  only way we can continue to justify the vast expen­ditures for  this program.

FOREIGN AID FUN DS

Farm Bureau’s 1962 policies s ta te :
“The United States does not have an inexhaustible supply of funds. These must be invested, not merely spent. Our balance-of-payments position makes this policy mandatory.
“We believe future  commitments should he predicated upon—“(1) A well-defined program whose specific aim is to provide technicalinformation and train ing at a level which is consis tent with each nation’s current  stage of development.

“ (2) The granting of loans on the basis of sound commercial standards when there  is reasonable expectation of repayment.“ (3) Continued military assistance -where this is determined to be essen­tial to nations directly threatened by Communist m ilitary aggression which they have demonstrated a will to resist.“ (4) An overall plan designed to make clear the source of the aid and the economic system tha t made it possible.”We believe the administration’s request for foreign aid can and should be re­duced. The total appropriation request  for the foreign economic and military assistance program for fiscal year 1963 is $4.7 billion. The bulk of the funds requested for this year’s appropriations has been based on pr ior year authoriza-
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tions which have not been considered by the House or the  House Foreign Affairs 
Committee during this session of Congress. Approximately $2,750 million was 
previously authorized. We believe tha t it was unfor tunate for Congress to re­
linquish in advance this author ization  control. In so doing, a serious responsi­
bility has been committed to the Appropriations Committee to carefully review 
and evaluate the  requests fo r such funds.

This committee will recall tha t last year an attempt was made to legislate 
away not only Congress’ authorization control but also it s appropriat ion control 
over a large segment of the foreign aid program. Farm Bureau opposed this 
move, and the House of Representatives rejected such provisions. For  this rea­
son, we have a special appreciation for the opportunity to present  our specific 
views to this committee in regard  to the foreign aid program.

The following recommendations will be directed toward those categories in 
the foreign aid program which are authorized by the Foreign Assistance Act 
of 1962.

Supporting assistance
Mill ion s

Appropriated fiscal year 1962_____________________________________ $425
Requested fiscal year 1963________________________________________  481
Authorized fiscal year 1963_______________________________________  415

This category contains the direct-grant economic aid provisions formerly in­
cluded in the defense support section of the Mutual Security Act. It  has been 
this category of the program which we have criticized most vigorously in the 
past and which has proved to be the least  effective and the  most wasteful.

We believe t ha t a conscientious effort is being made to limit the amount of 
funds requested for  this program. However, progress has been slow. For ex­
ample, in fiscal year 1961, $725 million was requested ; $675 million was pro­
vided by Congress. In fiscal year 1962, $581 million was requested; $425 million 
was provided by Congress. This year’s request is for $481 million, $100 million 
less than requested last year and $56 million more than was provided by 
Congress. Congress has authorized $415 million.

We recognize that it is important tha t countries on the perimeter of Com­
munist nations remain milita rily and economically strong. But, assistance to 
these countries should be based on the Development Loan Fund and o ther exist­
ing avenues of aid. To say tha t we have involved ourselves in unsound endeav­
ors or programs from which it is difficult to withdraw is not sufficient to ju stify  
grant aid or the indefinite continuat ion of a program which has proved to be 
a fai lure.

We recommend tha t Congress reduce the appropriations  to $350 million and 
tha t it be made clear in the committee report tha t this program should be com­
pletely phased out in the nex t 2 years.

Development grants
Mill ion s

Appropriated fiscal year 1962___________________________________$296. 5
Requested fiscal year 1963_____________________________________ 335
Authorized fiscal year 1963_____________________________________ 300

We believe tha t funds in this  category should be used primari ly for technical 
assistance—demonstration and training to provide underdeveloped countries the 
know-how which will equip them to increase the ir standard  of living. We should 
concentrate our efforts and limit our activit ies to those countries which demon­
strate  a desire fo r such assistance and which are willing to provide the economic 
climate and local cooperation requisite for the success of the program.

We believe tha t this item should be reduced to the 1962 level.

International programs
Mill ions

Appropriated fiscal year 3962___________________________________$153.5
Requested fiscal year 1963_____________________________________ 148.9
Authorized fiscal year 1963_____________________________________ 148.9

We continue to have grave reserva tions relat ive to the benefits to be obtained 
from so-called mu ltilateral programs for which the United States provides over 
60 percent of the funds. Farm B ureau’s 1962 policies st at e:

“The United Nations is an intergovernmental organization designed to cope 
with in ternat ional problems on a basis of open discussion and negotiation.
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“It  is unfortuna te that  the effectiveness  of this organizat ion has been serious ly impai red by the disrupt ive efforts  of the  U.S.S.R. and by the belief of a number  of f ree world nations  t ha t neu tra lity is possible  in the fight for freedom and self- determina tion.  It  h as become obvious th at  effective implementaion of U.S. for­eign policy can be bet ter  obtained through organizations  of natio ns committed to the fight for freedom, such as NATO and  the  Organizat ion for Economic Co­operat ion and Development.
“U.S. financial supp ort of the  United Nat ions and its programs  should be based on the demonst rated  willingness  of other member  nations to con tribute an equ it­able sha re of th e cost.”
One of the  real  difficulties here is the  f ac t th at  Congress has  not been able to hea r testimony from those charged with  the responsibi lity of adm inis tering such program s. We believe that  the  committee should consider hea ring s in regard to the int ern ational programs  such as the U.N. expanded techn ical assistance program and the  special fund so th at  a be tte r basis for  evaluation of the effec­tiveness  of the prog rams can be developed.
Since the United Sta tes is tak ing  over much of the responsibi lity for financing the United Nations, and addi tional funds are  being  requested in  o the r legisla tion, we believe this  request should  be reduced to $118.9 million.

Contingency fund
M ill ions

Appropriated fiscal year  1962________________________________________$275Requested fiscal year  1963__________________________________________  409Authorized fiscal yea r 1963________________________________________  300
Since only a lit tle  more tha n 40 percen t of  th e program is subject to author iza­tion control  by Congress thi s year,  it seems especia lly unfor tun ate  th at  the deci­sion was made  to submit 20 percen t of thi s in the form of an unprogramed con­tingency fund.
With  t he  tremendous amount of flexibility in the program, we can see no ju sti ­fication for  such a large fund, and we recommend th at  it  be reduced  to $250 million.

Alliance for  Progress
Mill ions

Requested fiscal year 1963________________________________________ $600Authorized fiscal year  1963________________________________________  600
Farm Bureau  1962 policies st a te :
“In our  tota l effort we should give emphasis to the  frien dly nations of Latin America .”
We are  in basic agreement with  the objectives of the Alliance  for Progress. The cri ter ia estab lished  in the author iza tion bill are,  for the most par t, reason­able. r eali stic , and sound. Tlidy should be adhered to.
However, we do not believe th at  agr ari an  reform and red istr ibu tion  of land require  massive expropriat ion of private property  nor the  disr egard of priv ate projM'rty rights . Indeed, the scarcity  of land for the Lat in American peasant is often caused by the inordin ate amount of land held by the  nationa l govern­ment. Effective land-reform prog rams should be sta rted by governments redis­tribu ting the ir own land. We have  seen the example  of going opera tions being taken over by a government in the name of land reform and  for  the purported purpose of redistr ibution  to the campesino only to see such land remain  indefi­nite ly in the hands of the government. This has  happened  in Cuba. In many Latin  American count ries, effective  land  reform means simply a good “Home­stead  Act” : tha t is, permittin g public land  to be acquired by those willing to work it.
We reg ret tha t the effort is being made again to remove authorization control from a foreign aid program. We believe that  the  Alliance for  Progress should be authorize d and app ropriated fund s on an annual basis . We believe strong ly that  the  Alliance for Progress, like the Development Loan Fund,  and in fact the  whole foreign aid concept, is dependent on public understand ing and ap­proval and on congressional review an d control.
Although the Alliance for Prog ress  has been set up as a separat e category for  which funds  are  requested, it is. in fact , an extension of our development loan program.  Farm Burea u supports the  designat ion for  Lat in America of $600 million of our development loan funds on the condition that  such designa­tion is reflected by a sim ilar reduction  of funds for  the  Development Loan
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Fund. To do otherwise would be using the Alliance for  Progress as a' means of excessively expanding the appropria tions for economic development loans.
APPROPR IAT ION S FOR PROGRAMS RECEIVING ADVANCED AU THORIZATIO NS

The preceding recommendation has dealt with programs authorized by the current session of Congress by the Foreign Assistance Act of 1962. The milita ry assistance program and the development loan program had received advanced authorizations  which totaled $2,760 million. The advanced authorization for military assistance was $1,500 million. This is only $100 million less than the amount appropriated for 1962. Although meager information is available to nongovernmental organizations with reference to this program, we believe tha t a greater reduction could be made without serious impairment of the military defense of the free world. It is imperative, especially in this field, for other nations of the free world to assume a greater share of the burden of thei r defense. They will not do as long as the United States evidences its intention to pay the hill.
We recommend tha t the appropriat ion for military  assistance be cut by $200 million under the amount appropriated last year. This would provide a $1,400 million appropriation fo r mil itary assistance.

Development Loan Fund
Appropriated fiscal year 1962_________________________________ 112. 3Requested fiscal year 1963___________________________________$1, 200.

Farm Bureau believes tha t economic assistance should be provided in the form of loans instead of grants. We believe tha t the development loan pro­gram must be administered carefully so tha t requirements and conditions of the loans place them on a sound, businesslike basis. If sound practices  are not adhered to, the loan procedure can be but a thin disguise fo r grants.We have noted, with approval, tha t all loans under the development loan program are repayable in dollars rather  than in local currency. This has been an important change in our economic aid procedures. Of course, it should be emphasized tha t repayment in dollars must be predicated on opportunities for underdeveloped countries to earn dollars. This means tha t projects undertaken must not be based simply on the concept of self-sufliciency. Economic develop­ment of a country requires tha t i t produce those commodities it can produce most efficiently and tha t it then take advantage of the benefits of world trade. Obvi­ously, it is unrealistic and contradictory to base an economic aid program on loans repayable in dollars if th e recipient country does not develop the capability and have the  opportunity to expand its  exports.
The record is clear—there have been serious mistakes  and excessive waste in our economic aid programs. If  the United States  is to aid the peoples of under­developed countries by raising thei r s tandard of living, the economic activ ity in such countries must be geared to the obtaining of the goods needed by the people through production or trade .
When production is determined by the state rather than  the consumer, it is rare for standards of living to be ra ised. On the other hand, private enterprise  and the market-price system will respond to the consumers’ needs and provide an increased standard of living. The United States  stands as vivid proof of this fact. But despite th is evidence, the United States has often placed itself in the position of providing financial assistance to economic systems based on a s tat ist­planning concept. For example, under the second 5-year plan in India, 58 per­cent of the investment was provided through public funds. Under the third  5-year plan, this percentage was raised to 66 percent, and even the private  in­vestment is artificially directed to certain types of production. Of course, this  has resulted in divorcing production from consumer needs, and the living stand­ard of the people has remained at  low levels.If  the Government of India chooses this direction in its endeavors for  devel­opment, as a sovereign nation it has the right to make such a decision. Farm Bureau does not believe tha t the United States has the responsibility to finance such doomed experiments in socialism. The standard  of living of the  people of India  will not be improved until the consumers have a  voice in d irecting the pro­ductive development of India. History  makes it  clear tha t development in agri­culture  and in lighter industry must precede the development of heavy indus­tries. Too often we dis regard this fact. The result  is failu re and exorbitan t expenditures.
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The Development Loan Fund should make cred it avai lable  only when such 
cred it can be used as a means of making add itional financing avai lable through 
private inves tment or through estab lished “bankable-loan” inst itut ions. “Easy  
term ” loans of the  type provided by the Development Loan Fund are an ex­
pedient  and mus t be administered  with  caut ion and prudence. Otherwise, a 
serious disservice will be done to the recipien t countries and the  American tax­
payers.

We recommend that  the  funds provided for  economic a id through development 
loans be maintained  at  the  1962 level. Since $600 million has been designed for 
Latin America, thi s would indicate an add itional  appropriat ion of $650 million 
for  the  development loan program.

SUMMABT

The recommendat ions that  we have made are  designed (1) to improve  tlie 
effectiveness of our assistance programs to underdeveloped na tio ns ; (2) to 
strengthen the free  world’s defense aga ins t Communist aggress ion;  and (3) to 
reflect the cri tica l need for reducing Fed era l expenditures.

We urge  the  Congress to adop t these recommendations.

Appropriations, Foreign Assistance Act of 1962

Requested Authorized
Farm Bureau 
recom menda­

tion

Supporting a ssista nce_______________ ____ ______
Development  gran ts........... ......................................... .
Int ernational  program s.... ........... . ...............................
Contingency fund_____________ _____________ _____
Alliance for Progress___ _________________ ____ ____
Investm ent  gua rant ee s.. ......... .......................... ...............
Inv estment surv eys ....................... .....................................
Adminis trati ve expense......................................................

$4 81 ,000 ,000
335 ,000 ,0 00  
14 8,90 0,00 0 
40 0,00 0.00 0 
60 0,000,000  
100,00 0,00 0 

5,00 0, 000  
55 ,0 00 ,000

$4 15 ,000 ,000
30 0,000,000  
14 8,90 0,00 0 
30 0,000,000  
600 ,000 ,0 00

2 .0 06,6 06 
53 ,0 00 ,000

$350 ,000 ,000
296, 500,000 
118,90 0,00 0 
25 0.00 0,00 0 
60 0.00 0,00 0

2,0 00, 000  
53 ,000 ,000

Total  autho rized.......... .............................................
Previously  authorize d:

Mi lita ry assis tance ........ . .............................................
Deve lopment loans.... ........... . .....................................

2,0 34,9 00,0 00

1,50 0, 000 ,0 00 
1,25 0, 000 ,0 00

1,8 18, 900 ,0 00 1,570, 400 ,0 00

1,2 50, 000 ,0 00 
65 0,00 0,00 0

Total  p reviously author ized. 

Grand  tot al_____________

2,7 50,0 00,0 00 

4,87 8,  5 00 ,00 0

2,0 00,0 00.0 00

.................................  3,5 70,4 00,0 00

Mr. H arris. I would like to briefly outline our recommendations 
and views on this. In  view of the time I  will hold my statement down 
and hope any questions you might  have in regard  to them you won’t 
hesitate to ask.

In  the Farm  Bureau, in our attempt to represent 1.6 million farm 
families we do have an extensive positive development program. 
With in tha t program the membership have discussed foreign policy 
at some length and have come up with ra ther incisive policy on it.

I want to mention, we feel the basis for foreign policy should not 
be in any foreign aid program but rath er the foreign trade  program, 
based on mutual benefits—the benefits t hat  flow from commerce and 
on a foreign trade policy tha t will allow such flow.

We have supported the major  objectives of the foreign trade pro­
gram—the Trade Expansion Act of 1962 as requested by the adminis­
tration. We have made several recommendations in regard to tha t 
program for improvement. We were happy to see the House adopt 
some of them, some of the major ones. We would hope to have the 
Senate adopt the rest  of them.

In view of our balance of payments problem we feel we must take 
a really hard  look at unilateral transactions such as the  foreign aid
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program; to put the magnifying glass on the programs we have, to 
see whether they are obtaining any real results and whether or not 
we can make judicious cuts in these programs, where waste is evident 
and where ineffectiveness is also evident.

We have gone throu gh a process here in the last several years 
where we have created a number of new programs, especially in the 
multilateral order. We have doubled the authority of the World  
Bank, the Inte rnat iona l Monetary Fun d. We have established a new 
International Development Association. We have gotten into the 
Special Fu nd in the  United Nations, expanded technical assistance in 
the United Nations, and so forth.

Now, most of these efforts have been based on the idea tha t this is 
the way we could obtain the efforts of other countries in th is foreign 
aid field and this would be the way to lessen our own responsibilities 
or at least our own expenditures in this field. We have decided it 
was time other developed nations assumed a greater share of this.

Unfortunately, as the in terna tional programs have been created and 
as we have authorized something over $10 billion I suppose in the 
last 2 or 3 years f or these type programs, we have not seen a propo r­
tionate reduction in our bilate ral programs. We feel like this is a 
mistake, it is a failure to get the other side of the coin, the other 
direction tha t we were supposed to take.

In  view of these two factors, the balance-of-payments situation and 
the many, many funds tha t we are plowing into interna tional pro­
grams, we feel tha t this request for the foreign aid program should 
be cut by about $1.3 billion below what the administration requested 
and about $1 billion below what has been authorized in the authoriza­
tion program.

It  is unfortuna te tha t the major ity of the funds  which you here 
today consider have not, in thi s session of Congress, been considered by 
the House Foreign  Affairs Committee or been considered by the 
House, really. They have been authorized in an advanced process.

We have been opposed to this idea. We feel tha t it is im portan t 
tha t the Congress take an annual look at the requirements. We 
thought it was a terrib le mistake last year when they made the 
effort not only to circumvent the author ization  act bu t the appropr ia­
tion act through the backdoor spending process. We oppose this 
vigorously. We were happy to  see the House take the action i t did to 
restore to the Appropria tions  Committee its p roper function of look­
ing at these funds. I t appears to us tha t in this environment there 
falls upon this committee a tremendous responsibility  to take a hard 
look at these funds because frankly you are the only ones tha t are 
doing it.

I want to first just very hurri edly go over those categories tha t 
have actually been authorized this year.

On suppo rting assistance, we feel this is the weakest part of the 
program. It  is a gran t-aid  program which has proved to be a failure 
in almost every country in which it has operated. We recommend 
this be cut  to $350 million. We feel tha t a definite effort should be 
instigated to phase out this program entirely.

The grant aid aspects of our aid program have been fr augh t with 
failure and we feel tha t this one especially deserves significant cuts, 
not only this year, bu t in the futu re unti l we phase it out.
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On the int ern ational pro gra ms  we recommend a reduct ion  to $18.9 
million, mostly on the basis  th at  we see in the  specia l fund  and ex­
pan ded  tech nica l assis tance prog rams of the  U.N. very lit tle  results 
and ve ry lit tle  control.

We would hope th at  th e day  wou ld come in thi s reg ard , Mr. Ch ai r­
man, when your  comm ittee or some committee in Congres s would 
pull  the  folk s in if  possible who are  adminis ter ing  th is pro gra m 
and  have  them tes tify and  ju sti fy  the  pro gra ms  th at  the y have  lieen 
ope rat ing .

We have  seen very  l itt le  results  fr om  them and we have seen policie s 
ado pted by them which are  ha rd  to ju sti fy  in the  U.S . interest s.

Mr. P assman. I wou ld suggest the  gentlem an read the  hea ring s. 
You will learn we do br ing them  in fo r very  close s cru tin y and exam­
inat ion of  the  pro grams. At  some subsequent dat e when we pr in t 
the hearings I wish you would  ge t a copy of them. Then you will 
underst and t ha t we go into  great deta il.

Mr. H  arris. Have you had  the  actu al U.N . officials down , Mr . 
Chairma n, Paul TToffman-----

Mr. P  assman. I t  all depends on what you mean by “officials.” 
We hav e officials fr om  the  De pa rtm en t of State  who mu st ju sti fy  in 
deta il the items in th e inte rnati on al pro gra m.

I  wa nt the  reco rd to show again  that  we may  not have  the  U.N . 
officials as you th ink of U.N . officials bu t we do have those who are 
responsible  fo r the  pro gra m,  the allocations.

I  would not want to leave you unde r the  impress ion that  we go 
into gr ea t deta il on each and every pro jec t as you mentioned the re 
because a pro gra m th at  is op erat ing in a hu nd red na tio ns  you could  
never get in to each p roject .

Mr.  H arris. I mean to evidence  our  great  res erv ations in reg ard  
to the  way these  pro gra ms  are  being adm iniste red  and  in our view it 
would lie a h ea lth y th in g if  possib le to brin g the men who are  ac tua lly  
admi nis ter ing  these pro gra ms  fo r the  U.N. befo re th is committee for 
questioning .

On the c ontingency  fund  we th ink it is u nf or tuna te  where so much 
con trol  and autho riz ation  is being  los t to prog ram so much money, 
to pu t so much money into an unpro gra me d aspec t of it. As T know, 
the cha irm an knows, $400 mill ion was requ ested fo r the  cont ingency 
fun d. The  autho riz ati on  bil l cut  this . We  feel it  should  be cu t to 
$250 million.

We  supp or t the  All ianc e fo r Progres s principle. We th ink it is a 
ha pp y develop ment to place a lit tle  more  empha sis  on the  We stern 
Hemisph ere  as fa r as ou r efforts are  concerned but we relate  the  Al ­
lian ce fo r Progres s prog ram  to the  whole deve lopm ent loan pro gra m 
and feel th at  the two as fa r as the  total am ount of ap prop ria tio ns  
are  concerned  should be cons idered with the  prop er  r ela tionsh ip.  Tn 
othe r words, the All iance fo r Progres s program  should not be used 
as a means to expan d ou r total economic aid  outlet. I t should lie con­
side red  as an adjunct to  the  tot al fun ds  requ ested fo r economic aid 
throug h developm ent loans.

There fore, the  $600 mill ion which has been requ ested fo r the  Al ­
liance for Progres s sho uld  be considered a part  of the  $1.2 billion 
which has been requ ested fo r the  Developme nt Loan Fu nd .
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We, very briefly, recommend a $200 million cut in the milit ary 
assistance program  on the basis we feel it is time that  other countries 
will assume more of the burden of this milit ary defense and tha t the 
only way that we can get them to do it is to show them we are not 
going to pay the bill.

On the Development Loan Fund, then, we would recommend a cut­
back to $650 million, which, of course, would b ring  i t, combined with 
the Alliance for Progress, to a level of approx imately that  which has 
been programed last year.

On this basis then, these are our recommendations, sir. We ap­
preciate  the opportunity  to present them to  you and your committee. 
We feel that  they will make more effective our assistance program. 
We feel tha t it will strengthen the defense against Communist ag­
gression and they will reflect the  critical need for reducing Federal 
expenditures.

Mr. Passman. Thank you, Mr. Harris . Incidentally , I am a mem­
ber of the Farm Bureau, the Louisiana Farm Bureau Federation.

I have a very high respect for the organization. We are  very glad 
to have you appea r before the committee and give us the benefit of 
your views, sir.

Mr. H arris. Thank you.
Mr. P assman. Do any of the members have any questions?
Mr. Rhodes?
Mr. Rhodes. I do not have any questions, except to thank  Mr. 

Harris  fo r coming. I, as usual, find myself almost in complete agree­
ment with the American Far m Bureau Federa tion. I am not a  live 
member, but I  ought to be.

Saturday, August 4, 1962. 

F oreign Aid Programs

W IT N E S S E S
W A L T E R  H A R N IS C H F E G E R , M IL W A U K E E , W IS .,  H O N O R A R Y  C H A IR ­

M AN O F T H E  C IT IZ E N S F O R E IG N  A ID  C O M M IT TEE 
L A W R E N C E  B. M U R P H Y , P R E S ID E N T  OF  T H E  W IL L IA M S O N  CO., OF

C IN C IN N A T I,  OHI O
DR.  E L G IN  GR OS EC LO SE , C IT IZ E N S  F O R E IG N  A ID  C O M M IT TEE 
B R IG . GEN . B ON NER F E L L E R S  (R E T IR E D ), C H A IR M A N , C IT IZ E N S 

F O R E IG N  A ID  C O M M IT TEE

Mr. P assman. We have the representatives of the Ci tizens Foreign 
Aid Committee with us. We shall lis t in the record at  this po int those 
who will make statements: Air. Walte r Harnischfeger , Mr. Lawrence 
B. Murphy, Dr. Elgin  Groseclose, Brig. Gen. Bonner Fellers (re tire d).

I believe the first witness will be Mr. Wal ter Harnischfeger. We 
shall be very happy to  hear from you at th is time, sir.

Mr. H arnischfeger. Thank you.
Mr. Chairman, I have covered the first part of my statement in con­

nection with certain observations I  made traveling abroad, which is 
tied into the economic phase of the foreign aid and which il lustrates  
how our foreign aid is really undermining what  you might  ca ll free

87948— 62— pt . 3------ 78
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enterprise, free capita l. It is socializing a great many of the areas 
and bringing about the opposite reaction from that intended; a t least 
I assume 90.

I will read this in the interest of conserving time.
Mr. Cha irman and members of the committee, this is my ninth ap­

pearance before House or Senate committees in connection with 
foreign aid, and I want to express my appreciation for your indul­
gence in permitting me to appear  again today.

FORE IGN TRAVEL

Since my last appearance, I have covered three continents. Twice 
T have, visited South America. There I attended the meeting of 
the Inter-American Development Bank and the U.S. Inter-Amer i­
can Council. The expansion of American foreign trade, economic, 
and social problems were discussed.

I have made two trips to Europe where I attended the International 
Chamber of Commerce meeting at which world leaders discussed 
commerce, and ways to expand private industry  and to develop new 
markets.

Recently, I have returned from my second t rip  this year to the Fa r 
East . My travels  included Ilon g Kong, Pakis tan, India, Thailand , 
the Philippines, and Japan. In these areas I called upon a number 
of businessmen and American bankers. Many American companies 
are well manned and have a thorough knowledge of the local, eco­
nomic, and social problems. Doubtless our American banks could 
assume greater responsibility in handling credits and financing pr i­
vate American business.

For more than  45 years the Harnischfeger Corp, has been engaged 
in foreign trade, and, incidentally, in the basic industry. Through­
out the world it has many outstanding connections. I am, therefore, 
not talking from the standpoint of an isolationist, Rather,  I am 
talkin g from the vantage point of one who recognizes tha t rapid  
communications have shrunk the world, and tha t we must build up 
commerce on sound business procedures, and assume our responsi­
bilities as free world leaders.

COUNTRIES VISITED

Latin America: Our State Department policy in Latin America 
promotes socialism, seeks to promote a uniform policy on agrarian 
reform, and tries to make Latin America in our own image. This 
puts us in conflict with many local stabilizing influences.

Our loose gifts through  Government channels, often without 
strings, frequently finance le ftist and even Communist governments. 
Our fantastic loans, at  a low rate or without interest, bring about a 
flight of private capital,  discourage the accumulation of venture 
capital, break down private  enterprise, and destroy free markets and 
a free society.

We tolerate expropria tion in Cuba, Bolivia, and Brazil. Such 
procedures break down the keystone of a free society; they encourage 
similar actions among their neighbors. Cuba is used as a spring­
board to train  teams and to teach communism. Then the teams in-
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filtrate area afte r area throughout Latin America. Some of our 
embassies are encouraging American labor teams to organize foreign 
subsidiaries among satisfied employees, thereby creat ing more unrest 
and social disturbances.

After spending hundreds  of billions in defense, it seems only logical 
tha t we should protect  our American nationals and thei r propert ies. 
We should not tolerate  chaos and communism 80 miles from our 
shores. If  a showdown is inevitable, we had better select Cuba in­
stead of Berlin or South Vietnam.

I should like to  suggest tha t every Member of Congress read a  book 
about to be released entitled “South Winds Red” by P hilip Ray. I t 
is one of the best documented reports of what is tran spir ing south 
of the border. I t offers constructive recommendations.

Europe is prosperous and needs no aid. With a population hal f 
again as la rge as ours, there is no sound reason wdiy we should con­
tinue to garrison Europe. Gradually our troops should be returned  
to the United States  and thereby permit European troops to replace 
them. Under preva iling conditions, we must retain our Berlin  ga r­
rison until  a sound solution can be found to this complex problem. 
However, we should insist tha t our indus trial  allies c arry their pro ­
portionate share of defense expenditures.

Hong  Kong has grown tremendously in the last 10 years. When I 
was there, refugees from Red China were crossing the border in 
droves. The local government authorities  appeared to be hand ling 
this situat ion much more efficiently than in many areas into which 
we are p ouring  millions. Apparently , for the most part , the Chinese 
population was able to absorb these refugees; they were being put  to 
work and were provided inexpensive shelter.

The current price of custom tailored suits in Hong Kong is $32. 
A comparable suit in the United States costs $120. I emphasize this 
merely to indicate the  type of competition we face if we are going on 
a free trade basis.

The Hong  Kong black marke t appears to be thriv ing. I am in­
formed there is considerable free world trade  with Red China.

So long as our allies are indulg ing in this  type of trade, U.S. citizens 
should have equal r ights. I believe our Government should develop 
a list of strateg ic materia ls which we should not ship to Russia or 
Red China, and urge our allies to abide by the same rules. U.S. 
citizens should then be permit ted to t rade in authorized commodities. 
I emphasize these factors, as they have an important bearing on our 
giveaway program. In  the ligh t of our fiscal position, holding an 
umbrella over our so-called allies is a luxury we can no longer afford.

Indica tions are that Red China is suffering from severe crop fa ilure  
and famine. However, judg ing by the number of youngsters on both 
sides of the border, the Chinese are not dying of race suicide. Birth 
control, which takes time and education, seems to be one of the solu­
tions in  order to prevent a global population explosion. Our foreign 
aid program might well utilize more funds in these areas rather  than 
in financing certain  Communist countries.

Pakistan : in Karachi, the principa l city of Pak istan,  much progress 
has been made in improved highways, buildings, and utilities. The 
Karachi community seems to be thriving. Jute , textiles, tea, and 
cereals are the backbone of Pakistan ’s economy.
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In Lahore, there is great activity in public construction. Major 
dam, irrigat ion, drainage, and flood-control works are being con­
structed. A number of leading American Arms are acting  as con­
sultants and principal contractors.

Necessary Pakistan irrigation, which requires redirec tion of head­
waters in Kashmir, is complicated by the dispute with India  over Kashmir.

Pakistan has received $1.5 billion U.S. aid. In addition, a p art  of 
the public works program is being financed through the World Bank, 
which is seeing to it that the loans are properly allocated and utilized. 
The extremely large public works appropria tions, all at one time, 
raise the question of what will maintain  the economy when this work 
is completed. Some of these projects might have been awarded over 
a longer period. One unrealistic aspect of our  global giveaway pro ­
gram is tha t our planners develop and star t many projects which are 
not self-liquidating. The local economy cannot sustain them, and 
our program presupposes tha t the handouts continue indefinitely.

India: As of June 30, 19(51, the United States had advanced $3.1 
billion in aid to India.

Afte r the 10 years that have elapsed since my last visit, improved 
conditions are natura lly evident. In driving  from New Delhi to 
Agra, the time consumed was hal f of tha t required 10 years ago. The 
standard of living appears to have improved; country stores are c ar­
rying a greater  variety of merchandise.

During  the past year, Ind ia’s’ principal exports of copra, textiles, 
tung oil. and other farm commodities have declined around 25 per ­
cent. This results in a serious exchange problem. The lack of cur­
rency convertibility, and the lack of export surpluses are problems 
that cannot easily be resolved. Ind ia’s population explosion absorbs 
substantial accumulated balances.

For  any country, sound expansion requires venture capital from 
within. This is a slow and difficult procedure, particularly  in view 
of the  fact that  India  is operating on a sort of mixed economy—hal f 
government-controlled and hal f private enterprise.

The Indian government has built two steel plants. One was fi­
nanced by the Russians and one by the Germans. These two mills 
will produce annually 2 to 3 million tons. Both mills are govern­
ment-controlled and government-operated. I t will be interesting to 
observe bow the government-owned mills will function in comparison 
to private  enterprise mills.

If  Indi a increases her production and expands her industries by 
government-financed plants, it will gradual ly bring  about a sort of 
socialistic controlled industry. Many more government bureaucra­
cies plus welfare funds and labor restrictions will sap the v itality  of 
these industries and draw the private enterprise companies into a 
government-controlled orbit. I point this up to emphasize the eco­
nomic and political changes we are creating. Thus, American tax­
payer funds  foster socialism and communism.

India is emerging from a state of coma and abject poverty. It  is a 
huge potential market which should be developed gradually. Govern­
ment and business leaders are well educated and capable. The large 
assistance which we have already given India should bring  furth er 
expansion of her economy and improvement in the  standard of living.
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Th ai land  h as one of  the  b ett er  bal anc ed economies in the F a r Eas t. 
Bangkok has two  new7 modern hotels—ai r con dit ioned.  Th e str ee ts 
hav e been paved. In  the  pa st few7 y ea rs the  e nt ire  c ity  has received a 
fac eli fting . I t is noticeab le th at  the old  tri cycle  rickshaw’ ha s been  
rep laced by a three-wheel  m oto r rickshaw7 bu ilt  in Ja pan . Th ere are 
many new bu ild ings  housing Am erican  bus ines s en ter pri ses. Th e 
economy is sub sta nt ia lly  self -su sta ining . Bangkok is a t presen t ru led 
by a mili ta ry  government.

A lar ge  segment of  the po pu lat ion  is Chinese. They operate ma ny  
shops and are  the  pr incipa l tra de rs.  Th ere  is a gr ea t dea l of  com ­
merce, mostly  in the  rive r area, whe re rice  and su ga r are  tr an sf er re d 
fro m small rive r barge s to car go s hip s t hat  s ail the  seven seas.

I  had a long  discu ssion with  our U .S. trad e a tta che—a ca ree r officer— 
on the  pro blems  of  defe nse , tra de , and finance.  Men of  his  ca lib er 
sho uld  be assi gne d to vario us  cou ntr ies  as tra de  att ach es,  respon sib le 
to the De pa rtm en t of Comm erce.  A few7 top  trad e at tac hes in each 
co un try  can  act  as lia ison age nts  to ga th er  facts on commerce fo r 
Am erican  business an d elimi na te a m ul tit ud e of A ll )  personnel , m any 
of  them b ui ld ing up  visionary  schemes.

I  ta lke d to t he  ve ry able manager of  th e lar ge st lig ni te  m ines,  which 
are dev elopin g some of the coal resources an d prod uc ing pow7er,  as a 
pr ivat e p roj ect.

Th ere  has been  a subs tan tia l public works  pr og ram in ir riga tio n,  
drain age, and h ighw ay  con struc tion.

Th ai land  is, undoub ted ly,  an  are a where  the  d an ge r of  communis tic 
in fil tra tio n exists fro m the ad jac en t areas. We  are  ta ki ng  on heavy 
com mitments throu gh ou t thi s are a and  no one can  a pp raise  where  th is 
will lead us.

Th e Ph ili pp ines  has a po pu lat ion of  24 mi llio n. Th e st an da rd  of 
liv ing is h ighe r t ha n in mos t a rea s of  the  F a r  E as t. Also , lab or  ra tes 
are  high er.  Iron  and c opper m ines  a nd  pow’er  and  forest prod uc ts are  
being  developed. Also , there is a not iceable expansion  of  m an uf ac tu r­
ing  facili tie s, such  as chem ical , t ire,  and  a utomo bile b ody plan ts.  Th e 
new7 Finance Mini ste r, whom I  met , had just ar ra ng ed  fo r some U.S . 
loans. The Ph ili pp ines  is a r ich coun try  and sho uld  enjoy  a sel f-su s­
ta in in g economy.

In  Ja pan , I  ha d a hea vy schedu le of  bus ines s appo intm en ts which 
inc luded ma ny pl an t i nspect ions.

The Japa ne se  people are  in te lli ge nt , ha rd  w’ork ing , high ly  skil led  
and  discip lined.  Th ey  work long  ho ur s;  th ei r dema nds are  modest. 
They a re doing  a marve lous j ob in su pp or tin g 92 m illi on  pe ople in an 
are a the  size of Ca lif ornia, mo re than  ha lf  of  w hic h is b ar ren rock.

One  of  Ja pan’s pr incipa l resources  is w7at er  pow er. Hy droe lec tric 
developments have been exp loi ted  to  a maxim um . Many new hi gh ­
ways are  un de r const ruc tion. To kyo automobi le traffic is ext rem ely  heav y.

In  th ei r overall  economy the Japa ne se , in a way, are  confronted  
wi th  some of  the same problems th at  we fac e; nam ely , adverse pa y­
men t balances. They h ave  re cently lost $500 mil lion of  th ei r m oneta ry 
reserves.

However , unlike the  U ni ted State s, they  are do ing  so me thing about 
it. They have tig htened  th ei r belt s. Th ey  have rai sed th ei r in ter es t 
rates.  Th ey are  co ntr oll ing  im po rts  and are  mak ing every  effort to
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increase exports by reducing costs and improving productivity. I am 
certain Jap an  will restore her balance of trade. Jap an' s handl ing of 
her economy reveals the essential steps a country must take to remain 
solvent. It  would be well for us to  take a leaf out of her book.

GENERAL  OBSERVATIONS

There is a special reason for my spelling out the  s ituation as I  saw 
it on three continents. Since the inception of our foreign aid, includ­
ing interest on the money we borrowed to give away, our aid has cost 
more than $100 billion.

The aid fallacy:  Aid proponents claim that emerging countries, if 
given economic assistance, will develop a stable government and a 
sound economy. This claim has been disproved in Korea, Laos, Tu r­
key, Cuba, Brazil, Bolivia, and other recipient countries. Yet the 
foreign aiders continue to pour money we do not have down the well- 
known rathole.

So long as our aid continues to flow into recipient countries, their  
economy temporarily may appear to improve. On the other hand, in 
many instances our aid has promoted unrest, corruption and political 
instability. In the long run, to survive, a country must have hon­
esty in government, political stability , and be able to sustain its own 
economy with its own in ternal resources. It  is high time tha t aid re­
cipient countries stood on their own feet.

Ample help available: This does not mean tha t our people will re­
fuse to lend a helping  hand. The following eight agencies were 
created to fur ther  aid objectives; they have lending power of many 
billions of dollars : Exp ort- Imp ort Bank, Inter-American Develop­
ment Bank, Internat iona l Development Association, International 
Monetary Fund, World Bank, International Finance Corporation, 
Inter-American Social Progress  Trust Fund, and Agency for Inte rna ­
tional Development.

From fiscal 1961, some $6 billion in aid appropriations was unex­
pended. From fiscal 1962 we may expect a similar carryover. These 
unexpended funds from fiscal 1962 should be carefully screened and 
reobligated so as to  effect a reduction in the administration’s demand 
for huge new appropria tions.

In  view of funds available from lending agencies and from the fiscal 
1962 carryover, fiscal 1963 appropriations should be reduced to not 
more than $1 billion.

I would like to add th at I see no reason to a ttempt rapid conversion 
of peoples in certain areas who are perfectly  happy living under a 
coconut tree. Thei r rise, of necessity, must  be an evolutionary proc­
ess. I t will be a century before they can earn a standard of living com­
parable  to ours.

Our debt: Continuance of foreign aid must be considered in the 
light of our huge public debt which, within fiscal 1963 will reach $308 
billion. Interest of this debt approaches $10 billion annually. Ac­
curate calculations place our overall debt, including various obligations 
and legislative commitments at $1,125 billion ! It  is the height of folly 
to continue our present aid program when the American taxpayers are 
already shouldering such a burden.
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Gold reserve: Our gold is running out. The gold reserve now 
stands at $16.4 billion. Foreign  holdings—redeemable in gold—total 
about $22.5 billion. By law we must retain  a $11.7 billion gold reserve 
to discipline our currency. The cost of our foreign policy, the prin­
cipal items of which are economic aid and milita ry assistance, totals 
more than $5 billion annually. So long as this spending continues, we 
shall face an unbalanced budget, a deficit in our balance of payments 
and a resultant flight of gold. The United States is broke but our 
leaders refuse to face it.

Qualified personnel : It  is important on appropriate projects to ut i­
lize qualified engineers and technicians. The best results can be ex­
pected from experienced men teamed with college graduates. For  ex­
ample, in developing highways AID  often builds costly boulevards 
where secondary roads would be ample for the local traffic. Young­
sters in the Peace Corps and many in the Alliance for Progress have 
had insufficient experience.

Private enterp rise: Where there is a need for industria l develop­
ment, priva te enterprise  possesses the know-how tha t can not only 
produce efficient indus try b ut also can build modem towns, hospitals, 
schools, and, in general, improve the standard  of living on a self-liqui­
dating basis. If  the a id recipient countries will stabilize their  govern­
ments and pledge no expropriations of foreign investments, private 
capital will flow’ in seeking a fai r reward.  Where private venture cap­
ital is needed, government guarantees should, if  the climate is favor ­
able, be resorted to instead of giveaway programs.

In  our ent ire program of giving out $100 billion in foreign aid, we 
have largely overlooked the possibility of stimulating  private  indus­
try  to its maximum capabili ty in foreign areas.

Free tra de : I t is difficult to conceive free trade so long as high taxes 
continue and labor markets are not free. To restore free labor mar­
kets in this country is unrealistic. Labor and taxes are the biggest 
cost items in our manufactured articles. Labor  ra tes have tri pled  in 
the last two decades and Government spending and taxes have in­
creased sixfold.

The problem of tariffs is closely interwoven with our whole inter ­
national economy. A selective tariff, which is fixed by experts who 
know costs and trading  conditions, is the best way to protect the Amer­
ican and the international economy. Furthermore, so long as empha­
sis is being laid on increased exports, our tax  laws—withholding taxes 
included—should compare favorably with those of our fore ign indus­
trial  competitors. It  is most unreali stic to suggest changes in our for­
eign tax structure w’hich would f urt her  handicap  American business 
and American labor and reduce export. Elimination of the major 
portion of our giveaway program would enable us to reduce taxes and 
place us in a more favorable competitive position.

Our foreign competitive pos ition: Our huge aid program has fi­
nanced wfidespread foreign competition. For any American manu­
factu rer to mainta in a competitive position in the international  m ar­
ket today is not easy. In both the Europ ean and Fa r Eastern mar ­
kets, there is increasing competition. I t will be extremely difficult for 
the LTnited States to hold these markets with our present labor costs, 
low productivity , free trade, and high taxes.



1236

A dras tic  red uction of  the $100 bill ion  in the  giv eaw ay prog ram  
du ring  th e las t decade would have gone a long way  t ow ard our ma in­
ta in in g a leadin g posit ion  in the in ter na tio na l ma rke ts.  I f  we had 
hand led  our aid fund s wisely,  we could  have been repa id  fo r many 
of  our  gran ts.  To day we are  h igh -co st pro ducer s wi th hug e natio na l 
defic its, wi th adverse  pa ym en t balances , and wi th an eve r-in cre asing 
fligh t of  gold. Al l of  thi s sa ps o ur  vitali ty .

I f  we are  to main ta in  lea de rsh ip  of the  free world  and win over 
commun ism, our firs t res ponsibi lity is to res tore a str on g home base,  
mili ta ril y,  mo ral ly and economically . Unf or tuna te ly  ou r recent  ad ­
mini str ati on s hav e no t fol low ed su ch a p rogra m.

Sound mili ta ry  observe rs are  ala rmed at  the  fa ilu re  to deve lop the  
RS -70 . Inc rea sed  crim e an d corru pt ion  are  weake nin g our mo ral  
fiber. Fo reign  aid  is un de rm in ing ou r econom y. We can no lon ger 
affo rd to dissipate  ou r resources  w ith  hu ge  forei gn  handouts.

Po pu lat ion un re st : Thr ou gh ou t my tr ip s,  bo th in Lat in  Am erica 
and the  Or ien t, I  noted un rest espe cial ly among  student s. I  saw well- 
organiz ed  pa rad es  o f lef tis ts.  I t  would ap pe ar  to me a more car efu l 
prog ram could be d eve lope d to discou rag e such demo nstra tions  a nd  to 
ins ist  th at  fore ign  governments, which are  benef iciaries of ou r aid , i n­
sis t on law and  o rder  and  deve lop a c limate  whi ch is fav ora ble  to free  
en terp ris e an d p riv at e inve stm ents.

RE CO M MEN DA TI ON S

In  ord er to cor rec t ou r un favo rable  balance of  pay ments , stop the  
flig ht of gold , and bal anc e ou r budget,  the  Uni ted State s dras tic all y 
reduce  our  economic giv eaw ay and  m ili ta ry  assistan ce pro gra ms .

Bo th  business and Gover nm ent  mu st dis cip line themselves. The 
Gover nment ’s $92.5 billion  budg et is  beyond t he  ca pacit y o f the Am eri ­
can indu str y a nd  taxp ayers .

Accelerated  deprec iat ion  allowances should sti mula te the purch ase  
of  modem  equ ipm ent  and re duc e costs.

In du st ry  m ust in sis t t hat in crea sed  wages be predica ted  on increased 
produc tiv ity .

Our  al lies ca rry  t hei r share  of for eig n m ili ta ry  expenses and, there­
by,  save us $3 bil lion. Be fore W orld  W ar  I I , defense costs  of our 
all ies were su bs tan tia lly  higher.

Un spen t fore ign  a id  a pp ropr ia tio ns  fo r fiscal 1962 pro bab ly amoun t 
to  more  than  $6 bil lion. These should be screened and  reo bligat ed 
so as  to  reduce  fiscal 1963 a id to no t m ore  th an  $1 bill ion.

Ou r defense  costs which rep res en t t he  la rg es t o utl ay  o f ou r Go vern­
ment—over $50 b ill ion —should be resc reened. El im inat ion of waste 
and  dupli ca tio n would  save  over  10 percent . El im inat ion of  obsoles­
cent  arm s and  wea pons would have ad dit ion al billions.

There  should  be a reli abl e ree valua tion to  det erm ine  wh eth er it  is 
des irab le t o s pen d bil lio ns  to  reach  th e moon—where one can live only 
under an oxygen  mask.

The  above reco mmended measures would  balance ou r budget and 
permi t a subs tan tia l reduct ion in taxe s, the reb y red uc ing  costs and 
improv ing  our com pet itive positi on in the  in ternat iona l ma rke ts and 
exp and  exp ort s.

Ce rla in ly  the  impact made in the  recent  s tock  m ark et cris is sho uld  
be sufficient war ning  to the  ad min ist ra tio n and Congres s and , par
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ticularly, to this committee of the necessity of revising our giveaway 
program which threa tens our own and the free world economy.

Four years ago the Citizens Foreign Aid Committee presented a 
realistic program to readjust our m ilitary and giveaway policies over 
a 3-year period. If  that program had been adopted our in ternational 
balances and flight of gold would have been under control. Industry 
could have adapted itself to the economic changes.

While some of these recommendations may appear somewhat out­
side the direct considerations before th is committee, they are closely 
tied into our foreign competitive position, flight of gold, and foreign 
aid program and they have an important influence on how America 
can survive as a solvent nation  and as a leader of the free  world.

Mr. Passman. It is ra re, indeed, for this committee to be honored 
with the type of witnesses we have here this  morning. Those of you 
who are in the industrial segment, like Mr. Harnishfeger, Mr. 
Murphy, and of course Dr. Groseclose, an economist, and General 
Fellers.

Mr. Ilarn ischfeger, this is one of the most forceful statements yon 
have ever made to this committee.

The next witness will be Mr. Lawrence B. Murphy.
Mr. Rooney. May I ask a question at this point ?
Mr. Passman. Yes.
Mr. R ooney. Mr. Hamischfege r, are  you speaking for all the mem­

bers of the Citizens Foreign Aid Committee when at page 4 of your 
prepared statement you say :

Bir th control, which  takes time and education, seems to be one of the solu­
tions in order  to prevent the global population explosion.

Mr. Harnisciifeger. I could not answer that.
Mr. Rooney. I don't think you do.
Mr. Harnisciifeger. I say-----
Mr. Rooney. I do not think you express the views of Dean Manion, 

do you ?
Mr. Harnisciifeger. You might be correct in tha t statement. 

Basically I can only say even the  Catholics are taking a much dif ­
feren t position than they formerly did.

Mr. Rooney. I haven’t heard about that.
Mr. H arnisciifeger. Well, I think  you will find that  it is a fact. 

T do not know whether you read a book entitl ed “Standing  Room 
Only” which emphasizes some of these fundamentals.

Mr. Rooney. I haven’t read that  any more th an I have read a great 
deal of material I get from the Citizens Foreign Aid Committee. 1 
could not keep up with it all. There are only 24 hours in a day.

Mr. Harnischfeger. I merely made tha t observation as a personal 
observation in my travels. Of course, I  am not unmindful tha t both 
Catholics and also the Moslems have some very definite ideas on tha t 
subject and if you want  to, I will delete the statement. It is all right 
with me.

I do no t think  any member of our committee can interpret  the de­
tailed  viewpoints of each member on the committee.

Mr. P assman. I want to say I  do not know of any organization in 
America, or I  might say I do not know of any combination of organi­
zations that I  receive material from th at has given me as much helpful 
informat ion, as much factual information as the Citizens Foreign Aid
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Committee. I study it in great detail . I may not agree with you every 
time, but it has certainly enlightened me greatly on foreign aid. You 
have given me leads into fields in which 1 have examined and found 
your statements so completely accurate and in keeping with past his­
tory until I would certainly  be disappointed if the day should ever 
come that I cease to receive the statistics from the Citizens Foreign 
Aid Committee. It  indicates tha t you have a good organization, a 
tremendous research bureau and the information I get, even though it 
is quite voluminous, I  study it  in g reat detail and at least, please don’t 
take me off the list, because it is very, very helpful.

I believe the next witness will be Mr. Murphy.

ST ATE M EN T OF  LA W RE NC E B. M U R PH Y

Mr. Murphy. Congressman Passman, gentlemen, I  must say I am 
grate ful for this oppor tunity to appear  before this committee and to 
bring  to its attention a program of foreign aid technical assistance 
with which too few Americans unfortunately are familiar, but which 
I like to think of as tremendously effective. I think probably the ex­
planation for the fact tha t people are not fami liar with it is because 
the cost is too insignificant to command attention.

This does not detrac t from its effectiveness, however.
Mr. Chairman and members of the committee, my name is Lawrence 

B. Murphy. I am president of the Williamson Co. of Cincinnati, Ohio. Our 72-year-old company manufactures residential heating, 
cooling, and air-dis tribut ion equipment. Also shock-mounted metal 
shipping containers for use in the national defense program. We 
employ currently  some 700 people. We think we’re a fair-sized com­
pany ; but here in Washing ton I presume you would classify us as a 
typica l small manufactur ing business.

I want to tell you today about a type of foreign a id in which I have 
participated personally. I t is called the foreign industrial manage­
ment seminar program. I  want to share with you my experiences, 
insofa r as that  is possible in  the brief time at our disposal, so tha t you 
will get the human side, as well as the  economic side, of the picture. 
Fo r I can assure you, gentlemen, tha t the human side is very im­portan t. Making friends  is not just a matter of money.

Not th at I want to discount for a moment the purely monetary side of this picture. The problem of the flight of gold and the continuing 
imbalance of payment is of paramount importance. But  tha t side of 
the subject is being excellently presented by represenetatives of the Citizens Foreign Aid Committee  with whose conclusions I completely 
agree. The major  problem, it seems to me, is how to get better foreign 
aid for less money—and it is in that  light tha t I  want to discuss the 
foreign industrial seminar program.

I believe so thoroughly in this type of foreign aid because—
It  imposes no appreciable financial burden on the American tax ­payer. Whatever A ll ) funds are involved are almost negligible. It 

is completely free of dollar diplomacy.
It  is designed to help others to help themselves. Through the frank 

and free interchange  of management ideas, i t has the indirect  benefit 
of creating among foreign businessmen a keener awareness of their  
social and civil responsibilities.
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Its  essence is genuine people to people contact—private citizen to 
priva te citizen—private  businessman to private businessman. These 
contacts are  free of Government participation , Government protocol, 
Government diplomacy. No kid gloves. Ju st plain, practical talk.

Suppose I sta rt by pain ting  a picture of a group of businessmen, 
a decade ago, in some foreign c ity ; perhaps a city in war-torn Europe, 
or perhaps a city in one of the underdeveloped nations. They cor­
respond, let us say, to the members of the Chamber of Commerce of 
Milwaukee, Wis., or the members of the Manufac turers Association 
of Birmingham, Ala.

These businessmen were concerned with getting the economy of 
their country moving. They were concerned about bu ilding up their 
production facilities and methods, and the productivity of their  em­
ployees. If  it was in a city  in Europe, it was a problem of recovery; 
if it was a city, let us say, in India , it was a problem of learning  
Western industrial  methods (from scratch, so to speak).

What most of the  companies had in the way of management talent  
was men whose knowledge and training  were limited pretty much 
to technical engineering subjects. What they needed was men with 
knowledge in the other areas of business management—general man­
agement and organization, human relations, production, finance, mar­
keting, and distribution.

Of course, the U.S. economic mission in each foreign country has 
always sought ways and means of providing technical assistance to 
the industrial (as well as every other) segment of the country's 
economy, through its own corps o f experts, throu gh the establishment 
of local “produc tivity  insti tutes” for the training of foremen and 
other production personnel, and through efforts to bring  foreign 
industrial managers into direct contact with the ir American coun­
terpar ts.

From back in the early Marshall plan days, one form of th is assist­
ance to foreign industry has been th at of financing teams of  its man­
agement people to the United States  of America for visits to Amer­
ican plants , where they could be exposed in person to American indus­
tria l management methods and techniques, management practices and 
procedures, and management philosophy.

While such visits have been, and continue to be, a highly effective 
means of assisting in the development of foreign indust rial managers, 
too often the men who have come have not been the top executives 
in their respective companies. And too often, these men have gone 
home filled with ideas which they knew would do much to improve 
productivity  within thei r companies, only to encounter resistance 
from thei r top management. Perfectly  natural. Perfectly human. 
But maximum results, as a consequence, often were not achieved, 
because top management had not “got the message” directly.

That, gentlemen, was the reason for the inauguration of the pro­
gram of  foreign industria l management seminars, begun in 1951. 
“I f you c an't move Mohammed to the mountain, why not move the. 
mountain to Mohammed ?” so to speak.

The indus try officer, attached  to the U.S. Embassy or the U.S. 
economic mission in the foreign country, usually is the one who gen­
erates the  interest  of the in dustr ial association of that country in the 
idea of exchanging ideas (via the seminar technique) with a team
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of practicing American top management counterpar ts. This interest leads to the issuance, by the foreign management organization itself, of an invitation  for such a seminar team.
This invitation is then transmitted, through AID  channels, to the Council for International Progress  in Management (U.S .A.),  In c­an American nonprofit, non political organization whose essential func­tion it is to foster on the international level the practice of scientific management. Its membership is composed of many American busi­ness firms, a number of university schools of business administration, plus various other U.S. management organizations, such as National Management Association, American Ins titute of In dust rial Engineers, Ameriacn Marketing Association, Society for Advancement of Man­agement, National Sales Executive Council, et cetera.
This organization (CIP M) is under contract with A ID—not only to recru it these four- or five-man teams of ILS. industrial executives with practical experience in the management subject specified hv the “host” organization abroad—hut also to  organize and conduct the programs of the foreign management study groups which come to the United  States of America. Since the beginning of this seminar activity in 1951, and I quote from its 1961 annual repo rt: “The Council for In ­ternational Progress in Management has sent 132 missions to 25 countries, with a total foreign participa tion of 26,000.”
Now, before I go any further,  let's talk about cost. To he specific, let me use as an example a series of seminars in four industrial com­munities in Brazil in May and June  1961. I was a member of that I .S. management seminar team. The four members of that team were not paid for the job, except for a token honorarium of $50 each, per seminar day.
Each of the 500 Brazilian industr ialists  who attended the 4 seminars, each of which ran from Monday to Frid ay, paid a con­ference fee of 10,000 cruzeiros (then about $40). The total of those fees was adequate to cover the cost of put ting  on the seminars, the  interpreters, and o ther local staff people, as well as the costs of trans­port ing the U.S. management team to, around, and from Brazi l— plus a modest per diem for meals and lodging.
To the best of knowledge, all it cost the U.S. Government—that is, the taxpayers—was the cost of recruiting the team here in the United States, and the honorarium paid. I need not suggest to you gentlemen the incredible contrast, in cost, between this type of for­eign aid and the outr ight g rants of millions to foreign governments.But  now let’s get down to the meat of the subject. What kind of people attended these seminars? Wha t was discussed? What good did they do? Here again, I  th ink I can best answer these ques­tions by describing briefly the oversea seminars in which I myself have participated. There were five: 3 weeks of seminars in Austria in 1952: 4 weeks in Turkey in 1954: 2 in Israel in 1956; 1 in Jamaica in 1958; 4 in Brazil in 1961—a total of 14 weeks of top management seminars in as many foreign cities.
What sort of people attended? The same sort of people, in each country. Businessmen, top executives for the most part, wanting to learn something. Men who realized that the future prosperi ty of their  country, as well as their  own individual progress, depended upon more than government. Men who knew that the general eco-
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nornic level of  a na tio n reflects the indiv idua l in iti at ive and en te r­
pri se  o f  men op erat ing in a free, com pet itive soc iety ; men  who su p­
po rte d the  same so rt of  pr inc iples  th at  we su pp or t in the Un ite d 
St ates ; men whose fr iend sh ip  is very im po rta nt  to  o ur  co un try . An d 
all  of them hu ng ry  to know more abo ut how  th ings  are  done in th is  magical coun try  o f ours.

To be sure, ma ny of  the m ar riv ed  at  the sem inars wi th eyeb row 
rais ed and tongue in  cheek. But  I  can  say wi th complete assurance , based on my own exp erince  in all  five cou ntri es, th at  these plain 
ordina ry  Am eri can s (very  soon, an d usua lly  the  very  firs t da y)  in 
thei r fri endliness,  th ei r sin cerity, th ei r enthusiasm, and yes, thei r 
hu mili ty , would  com ple tely  disarm  even the  most sk ep tica l/

Now as to the  na tu re  of  s ubjec ts cove red. Let ’s s ta rt  with  A us tri a 
in 1952. That  was a five-man team . Ea ch  of  us conce ntrate d his 
sem ina r discussion as much as possible wi thin the pa rt icul ar  m anage­
ment area  ass igned to  him by CIP M —th at  is, general , ma rketi ng , 
production, person nel , fina ncial. Th e in du st ria lis ts  o f the  hos t cou n­
tr y  d ivided them selves in to  5 g roup s o f 20 to 40 e ach,  an d each Am eri­
can  con duc ted  a fu ll da y’s d iscussion with  each  grou p, ro ta tin g fro m 
grou p to grou p th ro ug h the week. I ha d marke tin g manag ement , 
an d the  pr incipa l sub jec ts discussed were marke t ana lys is, selec tion, 
tr ai ni ng  and com pen sat ion  of salesmen,  ad ve rti sing  and pro motion, an d selling  cos ts and con tro l.

Th e Am erican s, na tu ra lly,  tossed ou t most of  the idea s, and devel­
oped que stio ns and disc ussion by ex plaining  in de tail wha t we did  in ou r own companies.  We  di dn ’t pass ou t the ori es—we cited actual  
experience.  We  to ld  the m how we did it  in the Uni ted State s of Am eric a. T hat’s w ha t they  wa nte d to  know.

Now, in the  course of  so doing , we went a lo t fu rthe r.  We  covered 
gen era l manag ement  philoso phy. We  broke dow n the  sales do lla r, a nd  
show ed how much of  it  we nt fo r mate ria ls,  how  mu ch fo r payro lls , 
how much fo r taxes,  and so fo rth— and wh at  was le ft  fo r ne t profit. 
Th e Aus tri an s were ama zed  t h a t such fac ts sho uld  be revealed to em­
ployees, an d to the pub lic,  an d th at  goes as well  fo r the Tu rks, the  Isr ae lis , th e J am aicans , and the  Brazil ian s.

We develop ed an in teresti ng  sequence wi th  the Aus tri an s which 
went like th is : Mark et dev elopm ent  cre ate s mo re orde rs fo r goods. 
Th is increases produc tio n and emplo yment , boosts wag e pay ments , 
increases pu rch as ing pow er, an d rai ses  the stan da rd  of  liv ing . We 
empha sized,  as objectives, more goods fo r mo re people,  more jobs fo r 
more people,  more rew ard s fo r mo re people,  mo re spendin g by more  peop le, an d more freedo m fo r mo re people.

We t ri ed —as we h ave  done  in all  the  sem ina rs I  have att ended—to  
push, as a goa l towa rd  which  to work,  be tte r goods fo r more peop le 
at  lower cost. The mass marke t c oncep t simp ly ha d no t re ach ed them. 
We ll, th at  was  in 1952. As  you kno w, Eu rope , in  rec ent  yea rs, has 
finally  c augh t the idea—and  c au gh t it  very  well. An othe r th in g the y 
foun d i t ha rd  to  und ersta nd  was the  economic  fu nc tio n o f co mpe tition. 
They would a sk, “Do you  mean to say  t hat  efficient c ompet ition ac tual ­
ly sets  th e p rice at which  you can  sell ? Do y ou mean y ou rea lly  de sign  
a prod uc t t o fit the  price t hat  people  w ill pa y ?” Ma ny idea s th at  were 
stan da rd  p racti ce  in Am erica  were  ne w to them.
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Now let’s move into Turkey in 1954. This again was a five-man 
top management team, and again my management area was marketing. 
Marketing  subjects were similar to those discussed in Austria. But 
Turkey was a country with relatively little industrial development, 
desperately seeking to westernize itself afte r the American pattern 
of p rivate  enterprise.

May I quote here from my section of the repor t which the American 
team submitted to CIPM upon its re tu rn :

Because of the  wide gap exist ing in Turk ey between the supply of man ufac ­
tured goods and tlie demand for  them, the field of marketing managem ent was 
probably less rea lis tic  to our Turkish  conferees tha n were the  other seminar 
subjec ts. There  was uniform agreement among them, however, and the  more 
the demand-supply gap was closed, (1) the more Turkey will achieve a vigor­
ous competi tive economy, (2) the more T urk ish  in dus try will be forced to engage 
in vigorous marketing  practices, and (3) the  more standard  of living for all 
the  Turk ish people will rise.

Throughout the marketing sessions, the Turks  were cons tant ly reminded that  
a tru e competitive  ind ustrial  economy implies a sub stantial real inem ent in the 
disposition of sales revenue (among customers , workers, suppl iers, and owners) 
compared with that  exist ing in Turkish  indust ry today.

The U.S. concepts—(1) that  ind ust ria l workers are  ind ust ry’s best poten­
tia l customers, (2) that  human wants (over  and above human needs)  are  in­
satiable, (3) that  competit ion makes the consumer the  boss and forces  industry  
to give him the most for his money, and (4) th at  indust ria l profits in the  U.S.A. 
average only 3% percent of sales—did serve, I feel, to help condit ion the minds 
of the Turkish conferees to the  potenti al demands to be imposed on Turk ish 
indust ria l management.

Next we come to Israel in 1956. These seminars were attended by a 
very substantial segment of the country’s top industriali sts, as well as 
a number of educators.

Here again we dealt with all five management areas. We covered 
all phases—organization, products, pr icing, sales, tra ining, labor, and 
stockholder relations—ad infinitum. Again, the subjects were covered 
by actual case histories related by members of the U.S. management 
learn.

My area this time was financial management, discussing in detail 
the management methods, practices, and philosophy of my own com­
pany, which I did just as completely—even more completely per­
haps—than  I would fo r our own board of directors. I actually took 
them through our 1956 budgets, our controls, our  forecasts, our cost 
analyses, and so forth. In short, I  told them, in exhaustive detail, how 
we run the Williamson Co.

In report ing back to CIPM on the subject of the Israel seminar, 
Mr. Thomas I I. Coulter, of Chicago, one of our team members, made 
this comment.

The indoctr ination, received by the  team members before  the seminar began, 
revealed  a lack of knowledge on the pa rt of Is rael’s executives in the use of 
management tools, ra ther  tha n lack of the tools themselves . In othe r words, 
they knew what they wanted to get done, but were not skilled in how to do it.

What they wanted to do—and they knew it—was to get costs down 
to where they would be competitive in world markets. On the basis 
of my observations, I would say tha t thei r major problems, just as 
in all the other countries, lay in the fields of delegation of responsi- 
bilitv, establishment and use of controls, and increase in employee 
productivi ty. So they were interested in methods—and methods of 
doing things is what we talked about.
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M e move now to Jamaica in 1958. Here, my management area was organization  and adminis tration.  Here, again, I told them how we operate in my own company. I reviewed our entire employee relations setup. I told about our group  insurance plan and our profit- sharing plan. 1 went into wage and salary schedules and incentives. I explained our organization  structure, and our management develop­ment program. I described our sales meetings. I told how our fore­men are integrated into the management team. I went into advance planning, and showed them a sales forecast, a profit-and-loss forecast, a cash forecast, and so forth . I told them about our budgetary control, and how our costs are held in line.
Mr. Rooney. There is nothing new about these seminars. They have been going on for at least a dozen years ?
Mr. Murphy. Since 1951.
Mr. Rooney. Under the Truman adminis tration, 8 years of the Eisenhower admin istrat ion, and presently ?
Mr. Murphy. Right.
Mr. Rooney. They have cost the taxpayers quite a bit of money,I oo. Are you fami liar wi th tha t ?
Mr. Murphy. It is the cheapest type-----
Mr. Rooney. Perhaps not compared with these many millions that you speak of.
Mr. Murphy. Yes ; that is true, Mr. Rooney.
So, finally, I come to Brazi l in 1961. There, our four-man team met with four  groups of top-level Brazi lian executives, plus a few univer­sity professors in each group. We had an attendance of over 100 in Curitiba, over 125 in Por to Alegre, and over 250 during  2 consecutive weeks in Sao Paulo.
The object of the seminars, as defined by team member Austin S. Igleheart, retired chairman of General Foods  Corp., was—

to create  sufficient impact in the area s of management to determine, through an interchange of ideas, if those attend ing the seminars were interested in pur­suing fur ther the principles and the techniques, t hat,  in the U.S. economy, had resulted in a higher standard  of living, and reduction of costs in production and marketing—with resulting lower sale prices, coupled with increased wages and broadened markets—giving more and better means of livelihood to more people.
Here, as in Israel , my assignment was financial management. I discussed “The Role of the Financ ial Executive .” I defined the treas­ure r’s job and the controller’s job. I went into subjects such as sources and costs of capital  funds, corpora te taxat ion, and forecasting and budgetary control. I  explained how we ascertain and control costs, and how we measure our performance against our standards . All this on the basis of my own experience, using actual company data as demonstra tion material .
Then I tossed out some things tha t surprised them very much— things tha t had to do with a philosophy of doing business, rather than with methods and procedures. I told them, for instance, how every­body in  our company—wage-hour employees, supervisors, and execu­tives—participate in a pro fitsharing plan, and the impact which this  has upon morale and produc tivity. I explained tha t this involved full and complete disclosure of all the company’s figures to every em­ployee—that,  in  fact, our annual repo rt (copies of which were made available for the asking) is always sent to employees as well as stock­holders.
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I  s tressed the  respo nsibil ity  of  managem ent , under the  free  co mpeti­
tive  system, fo r increa sing the purch asi ng  pow er of  employees, while  
at  t he  same t ime  f inding  ways and means of holding  prices down and  
qu al ity  up—the reb y ra ising  the  sta nd ard of living.  I dem onstrate d 
on the blackb oard how our compa ny, over  a per iod  of 20 yea rs, has  in ­
creased its prices less th an  50 percen t, while  ou r wage s have  ri sen over 
200 percen t and  the cost of  steel has gone  up 143 percen t. “W hy  
ar en ’t we ba nk ru pt  ?” I  wou ld ask them. Inev ita bly,  th ey  vo lun teered  
the  answ er, “C ompetent  manag ement , techno logical  develop men t, 
gr ea te r pro du cti vit y.”

1 reem phas ized , as I had in prev ious seminars, th at  more  real 
pro gre ss is made fo r eve rybo dy by aim ing  a t a  small marg in  o f pro fit 
on a larg e volume of  goods produced, than  aim ing  at  a big  marg in of 
prof it on a small volume of goods produced . The Brazilia ns , like 
businessmen  in othe r cou ntr ies  we vis ited , were amazed to lea rn that  
in my own company net profit af te r taxes was a lit tle  u nder 3 percent  
on sales.

I have  gone into specific det ail s as to the na ture  of the  subject s 
discussed at these  sem inars—a t the  risk , 1 am af ra id , of borin g you — 
because I felt  th at  it was only by a rec ita l of  such  detai ls th at  you 
could ge t an un de rst an ding  of their  na ture  a nd  i nte nt.  I f  I  had said  
mere ly th at  ou r sem inars covered a wide  range of subjects of gre at 
significance, you would have  learned no thing  from my test imo ny.

I t may occur to  you th at  it was somewhat  pre sump tive of me to 
hav e cit ed t he experience o f my own compa ny as an  examp le fo r o the rs 
to follow. But gen tlem en, th at  is the  whole point of these seminars. 
They are  not fo r the  purpo se of exp ounding  ab str ac t the ory—th ey 
are  fo r the  pur pose of expla ini ng  wh at Americ an businesses act ua lly  
do. This, I am sure , is why the case his tor y meth od is so effective. 
I believe th at  most  oth er sem inar team  members, like  myself, use, as 
the  basis  of th ei r pre sen tat ion s, thei r own persona l experien ce and  
that  o f th ei r re spec tive  companies.

Now le t’s go beyond  th at  pure ly pra ctica l side of these seminars and 
get over  on the  ideological side.

We Am ericans  hav e a pol itical and  economic phi losoph y in which 
we believe. We are  convinced th at  th is phi losoph y is b etter than  the  
collec tive philosophy . The  methods and  proced ures wh ich we describe 
to foreign businessmen are  germane to ou r phi loso phy , and  the ref ore 
serve  to promote ou r way of life—the free , com pet itive  syste m—as 
con trasted to col lect ivis t systems.

So, whi le our pur pose in these sem inars is f ore ign  aid  in the  tru es t 
sense of  the  term—h elp ing  businessmen in oth er countri es fu rthe r the  
advance men t and prospe rity of those cou ntr ies—we are, at the same 
tim e and  in a way, wha t I migh t call mission arie s fo r the  Am eric an 
way of life . An d in th at  connection I want to repeat  a few rem ark s 
which  I  hav e fre quently  made  at  the  plenary sessions which usu ally  
ma rk the  opening of  the sem inars on the  very first morning.  Th is in 
subs tance is w hat  I  sa y :

Only 50 years ago, more of the people in the  United States were engaged in 
agriculture than were engaged in business and indu stry . What took place in 
our country since then can take  place now in nat ions whose economy is today 
in trans ition from farm ing to industr ial  production.
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W hat ha pp en ed  was , as we fill ed our ba sic ne ed s and  be ga n to  m ak e th e  th in gs 
th a t peop le w an te d above th e ir  ne eds, th a t we  be ga n to  re al iz e th e  be ne fit  of  
oj» erati ng  un de r th e  fr ee  c om pe ti tive  sy ste m.

U nd er  th is  sy ste m, co mpe tin g co mpa nies  s tr iv e  t o get  bu si ne ss  a w ay  fr om  ea ch  
o th er by  of fe rin g a b e tt e r p ro duct  a t  a lower  pr ice.  B u t we  al so  le ar ne d,  in 
o rd er to  ga in  br oad er  m ar ket s,  th a t it  w as  no t en ou gh  ju s t to  of fer be tt e r 
va lu es . We  wo uld al so  hav e to  pa y hi gh er  wag es  (t o in cr ea se  purc has in g 
po w er ) so th a t ou r peop le co uld af fo rd  to buy th e  th in gs th ey  he lp ed  to  mak e.

Thu s,  it  is in here n t in our sy st em  th a t g re a te r pro ducti v it y  in  se ll in g th in gs 
m ust  go ha nd  in han d w ith g re a te r pro du ct iv ity in m ak in g th in gs .

W hat we  ha ve  le ar ne d in  th e U ni ted S ta te s al so  is th a t high ly  sa ti sf ac to ry  
pr of its  ca n be ea rn ed  on low  pro fi t m ar gi ns . You do n’t  m ak e mo ney, in  a com­
peti ti ve  e conomy , by ke ep ing th e pr ic e up , an d mak in g a big  m ar gin  of  prof it per  
un it  of  sa le . You mak e mor e mon ey  by lower ing you r pr ic e to  w he re  you ha ve  
a sm al l m ar gi n of  pr of it per  un it , b u t th er eb y gre atl y  in cr ea si ng yo ur vo lume of  
un it  sa le s. In  sh or t,  th e be tt e r yo u do fo r th e cu stom er , th e  be tt e r you do  fo r 
yo ur se lf .

On ce yo u ca n es ta bli sh  a m ark e t by  m ak in g peop le w an t so m et hi ng  you ca n 
fu rn is h  a t a pr ic e th ey  ca n pa y,  yo u ha ve  gre a te r pro duct iv ity , hig her  pay ro lls,  
an d a r is in g  s ta n d a rd  o f l iv ing.

We fervently hope, gentlemen, tha t this philosophy will take root 
and grow in the minds of the  businessmen who at tend our seminars.

Now to the final question: Do the people who attend the seminars 
really get something out of them ? Well, I could give you some glow­
ing generalities, but instead I am merely going to read excerpts from a 
few of the many letters 1 have received from those who have a ttended.

Dr. Alfred Klein, managing director of the Aust rian Productiv ity 
Ins titu te (Vienna) wrote me in January  1953:

Be su re  th a t we, on our  part , adm ir e  th e ac hi ev em en ts  of  your N at ion,  which  
a ll  to get her  re su lt  in  th is  co nt in uo us , fa scin ati ng  in cr ea se  in  th e ge ner al  st and­
a rd  of  liv ing.  An d th ere  is  no th in g w e des ir e more th an  a hap py sy nth es is  be- 
be tw ee n yo ur  w ay  a nd  o ur s.

W hat your  mission  co nt ri bu te d to  th a t eff ec t, cer ta in ly  w as  of  g re a t va lue.  I t 
is  comm on ly ac kn ow ledg ed  th a t you hav e do ne  an  ex ce llen t jo b in cr eati ng  
am on g A ust ri an  m an ag er s a cl im at e fa vora ble  fo r pr od uct iv ity .

So  your  st ay  in A ust ri a w ill  re m ai n in  our  mem ory as  a p le asa n t phas e in  th e 
de ve lopm en t of  m utu al  unders ta ndin g  be tw ee n our  co un tr ie s.

Mr. Ri fat  Pollukcu, who makes agricu ltural  equipment in Izmir , 
Turkey , wrote me in April 1955:

I wou ld  lik e to  ex pre ss  our  be st  fe el in gs  th a t you ha ve  be en  ve ry  val ua bl e and 
hel pf ul  fo r us duri ng  you r st ay  in  ou r co un try.  We  se m in ar mem be rs  fe el  
deep ly  g ra te fu l fo r yo ur  in s tr ucti on  an d fr ie ndsh ip . As yo u sa id , it  is quit e 
dif ficult  to  show  an y co unt ry  wh o m ig ht  be clos er  to  th e U ni te d S ta te s th an  
Tur ke y.  W e a re  al so  pr ou d of  hav in g de pe nd ab le  an d re li ab le  fr ie nds on th is  e a rt h  su ch  a s Amer ican s.

W ha te ve r an d whe ne ve r yo u ne ed  so m et hi ng  from  Tur ke y,  don’t hesi ta te  to  le t us  kn ow .

Arc. Dubiner, whose company manufactures corrugated carboard 
and containers in Tel Aviv. Israel, wrote me in dune 1956:

1 ju s t w ant you to  know  th a t I pe rs ona lly  and th e  co un try a t la rg e,  I am  su re , 
w ill  be ne fit  g re atl y  by you r ta k in g  th e tim e to  p u t be fo re  us  th e  re su lt s of yo ur  ex pe rien ce s in  b us in es s lif e.

T his  is a re al  ex am ple,  I be lieve , of  “b re ad  be ing ca st .u pon  th e w a te rs ” an d 
co nf irm s an d in te ns if ie s our  be lief  in  th e st re ng th  of  th e Am er ic an  w ay  of  lif e.

Mr. Felix Fox, of  Seprod, Ltd., manufacturers of soap and edible oils 
in Kingston, Jamaica, wrote me in October 1958 :

I sh al l ne ve r ov erc om e my  su rp ri se  an d del ig ht a t th e  a tt it u d e  an d ou tlo ok  of  
th e Am er ic an  bu sine ss m an . I t  re all y  is an  in sp ir ati on . W hi le  on th e  su bj ec t, 
le t me sa y th a t th e  tim e I sp en t a t th e  se m in ar  was  of  g re at va lu e to  me.

87948—412—pt.  3------79
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Dr. Alfred Drier, whose company manufacturers  pumps in Sao 
Paulo, Brazil, wrote me in October 1961:

Although we have not gotten as f ar as your company has with our labor rela­tions, no doubt the time is not far off t ha t we have to have something on these lines, and it is certainly good to be able to profit from your experience.
I still recall with pleasure the financial management seminar and the many interesting discussions we had.
Well, there you have the story. Now of course I  may be prejudiced 

because of my personal experience, but it is my firm conviction tha t 
the U.S. t axpayer can get far  more benefit, per tax dolla r expended, 
out of this form of economic foreign aid than any other type you can 
name. As I said before, compare the almost negligible cost of this 
program with the cost of the multimillion-dollar  programs, and the 
contrast is incredible.

But aside from money considerations, think of the results of this 
program in terms of its impact upon people, key people, people who 
have much to do with the economic destiny of foreign countries, and 
the polit ical system embraced by those countries. Can you think of a 
more effective way of combating collectivism?

And finally, this is a program of making friends. Tha t perhaps is 
its most important aspect. You see, they learn something from us, 
but we also learn something from them. This program is a road to­
ward mutual understanding from which both will benefit. And tha t 
is more impor tant than money. Let me il lus tra te:

I have in my hand 2 cruzeiros. Mr. Chairman,  I  give you 1 of 
these cruzeiros. [Gives it to the chairman.] Now each of us has 1 
cruzeiro apiece. But instead of money, suppose I  give you an idea, 
and then you give me an idea. Wh at’s the result ? We both now have 
two ideas; whereas each of us had only one before.

It  is the human factor  in this program tha t most appeals to me. 
This is people to people, not government to government. It  is a pro ­
gram of hands  across the sea, instead of handouts across the sea.

It  is my earnest hope, therefore , th at your committee will see fit to 
continue to suppor t this seminar program.

It  is my earnest hope tha t your committee will see fit to continue 
this  type of foreign aid.

Mr. Passman. Thank  you very much, Mr. Murphy.
Mr. Murphy. Thank you, sir.
Mr. Passman. I observe here you are president of a company tha t 

employs 700 people.
Mr. Murphy. Yes. I t is classified as small business.
Mr. Passman. Of course, I  am with a company tha t spends, and 

tha t is the Government. We are the  spenders and you are the earners. 
God give us the day in the near future where more businessmen of 
America will see th rough  this worldwide giveaway program and rec­
ognize it as ba nkru pting us and make i t thei r business to familiarize 
themselves with it and come before this committee and make their  
views known. As you well know, this program has been so devised 
tha t you have gotten into all 50 States of the Union. It  has gone into 
practically every manufacturer, every college, every university, every 
workshop, into all the pharmaceutical houses, the motion picture in­
dustry, indirectly into all the churches and it has its roots in almost 
every community. I t has become a built-in subsidy to where so many



1247

people through selfishness cannot afford to give up their  dollar profit, 
even though it may be costing some other group of taxpayers $9. I 
have never felt tha t you could stop foreign aid, but it should have a 
higher  degree of control. It  is in 101 of the nations of the world, plus 
so many Bri tish  possessions and terri tories that I would not list them 
at this time. I salute you and I respect you as one who must employ 
people, who must meet payrolls and must pay taxes to  cont inue this 
program. It  does my he art good to see the industrialists  of America 
appear before a committee and make your views known.

Mr. Murphy. The best scheme is to get the foreign industrialist s to 
foot the bill.

Mr. Passman. Teach them how to do it.
Mr. Murphy. It  did my heart  good the other  day to hear you quoted 

as having  said this should come down to $2 ^ billion because i f you 
gave them another $ 3^ billion, they would not know how to spend it.

Mr. Passman. The next  witness is Mr. Elgin Groseclose.

STAT EM EN T OF MR. EL GI N GROSECLOSE

Mr. Groseclose. Thank you, Mr. Chairman. I  will accept your 
invita tion to file my statement will the record and refer to it briefly.

Before I  begin I  want to  pay tribute to the chairman and the mem­
bers of the committee for the attention given to foreign aid and the 
analysis you are giving to the cost of it. I think you represent the 
great bulwark for the taxpayer in this matter . We appreciate  it. I 
as a citizen want to express my appreciation of the efforts you are 
making.

Mr. H arnischfeger. I second that motion.
General F ellers. I, too.
Mr. P assman. I thank you.
Mr. Groseclose. I appreciate your comments about the research 

material being p ut out by the citizens Foreign A id Committee, since 
our firm is responsible for a great deal of that.  We operate on a very 
small budget.

Mr. P assman. You are a segment of the free enterprise system.
Mr. Groseclose. Yes.
Mr. P assman. Go rig ht ahead.
Mr. Groseclose. I want to begin by reading portions of my state­

ment.
Mr. Chairman and members of the committee, th ank  you for the 

privilege of appearing before this committee to make a statement in 
regard  to the foreign aid p rogram  appropriation. My name is E lgin 
Groseclose and I appea r on behalf of the Citizens Foreign Aid Com­
mittee, which my firm, Groseclose, Williams & Associates, serves as 
research consultants. I have been concerned fo r the foreign aid pro­
gram since 1951 when I  spent a year in  Ir an  and examined the foreign 
aid program in operation and the theories on which it was based.

Subsequently, I observed the foreign aid program at work in T ur­
key. and during the past winter have traveled around the world, 
visiting some eight countries of Asia, the Middle East , and North 
Africa. I have been acquainted with the Middle Eas t for  over 40 
years and have written  several books about  t ha t region of the globe. 
I am not unacquainted with the problems of underdeveloped coun- 
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tries,  no r am I  obtu se to the dem and s of  ch ar ity  and bro the rho od. 
I  org anized  and head the  f irs t and only Am erican  org aniza tio n dedi­
cated to  prov id ing a mini str y to the bl ind  of  the  Middle Ea st.

In  th is connect ion,  I was int ere ste d in  some of the  q ues tion s which 
the  chairma n directed  to a previo us witness on behalf,  I  believe, of 
the  Na tional Council  of Chu rches. I  would be very ha pp y to  re­
spo nd to some of  the  questions in th is dir ect ion  because I  can  speak 
as the head o f a m issionary o rga niz ation .

I have been intere sted in miss ions fo r 40 yea rs.
Mr. P assman. Le t us make a specific request. We wa nt  y ou r ideas 

and we are  go ing  to make a specific req ues t th at  you document  them 
and  give them  to us f or  the  record.

Mr.  Groseclose. Th an k you.
In  the tim e allott ed  me I  will  no t discuss the  merits , the  fai lures,  

and  the  misc onceptions of  the fo re ign aid  prog ram  bu t will  confine 
myself  to its  effects upon the Am erican  economy and ou r ab ili ty  to 
dis cha rge  othe r wor ld obligatio ns of even gr ea te r importance .

A SOUND DOLLAR

I re fe r to the importance of  m aintaining  a sound do lla r. In  dis ­
cussing  th is  asp ect  of the que stio n I  may add th at  I  am somewhat 
be tte r know n as a stu de nt  of mon ey than  of foreig n aid . I have 
ta ug ht  money and  b an kin g a t tw7o m ajo r i nst itu tio ns , am a utho r o f the 
bro chure “P os t-W ar  N ear Ea ster n Mo netary St an da rd s” and “Money 
and Man ,” a his tor y of  mo netary experience first publi she d by the  
Un iversit y of  Ok lah om a Press  in  1935 and  re cen tly revised a nd  r epub ­
lished. Dur ing W orld  W ar  I I , I  had the  pr ivi leg e of  servin g as 
Tr ea su re r G ene ral of  I ra n  by  appoin tm en t of  th e I ra nia n Pa rli am en t, 
wi th  especial responsibil itie s ov er t he  moneta ry system, and  of  de aling  
with  the infl atio n th at  was fr ust ra ti ng ou r war  effo rt in th at  region  
of the  world .

A pa rt  f rom  ass ur ing  ju stice an d prov idi ng  for  th e common defense, 
gover nm ent  has  no more im po rta nt  fun ction  th an  th at of  pre serving  
the  in tegr ity  of its  money. Th e discharg e of th is  o bliga tion is at  the  
very he ar t of  the  tas k of  pr ov id ing fo r the  gen era l wel fare . Th e 
decay of  money is a chief  cause and sign  of the decay of  n atio ns,  a nd  
the decay of money  both  ev idences and accelerates  the decay o f m oral­
ity . Lu lled by official pro nou ncements , the Am erican  peop le seem 
unaw are of the  da ng er  in whi ch the  do lla r pre sentl y sta nds from ex­
trav ag an t fiscal prac tic e and the assu mption  of  oversea obligatio ns 
beyond th e s tre ng th of  ou r econo my to  maintain .

Few nations  in his tory  h ave succeeded in maintaining  the  i nt eg rit y 
of  th ei r money. Soo ner  or  la te r the y have  fal len  pr ey  to the  weak­
ness of  ru ler s who chose debasemen t of  the currency in pre ferenc e 
to taxe s, or  who throug h avarice did  no t hesitate  to collect in good 
money  and pay ou t in bad . Th e bel ief  has long been  che rished th at  
th e Am eric an people,  because of  th ei r removal fro m the co rrup t 
trad iti on s of Eu rope , by th ei r emphasis upon the mo ral  na ture  and  
ob ligations of  gover nm ent , were  immune to th is  pra ctice.  How ever, 
as is well kno wn,  the  do lla r exis ted ju st  100 years  before it  was de­
based, and the do lla r th at we know  is ju st  28 y ears old.



1249

DEBASEMENT OF CURRENCY

The Roman Emperors were notorious for thei r debasements of the 
money. The denarius  tha t in Jesus ’ time was a piece of silver ap­
proximately the size of the quarter-dollar , was debased by successive 
Caesars until by the middle of the third century, it had been de­
graded to a piece of copper with a thin wash of silver.

A characteris tic of inflation, whether through the device of debas­
ing the currency or thro ugh the print ing press, is the suddenness with 
which its effects become apparent. Like the stock market, when the 
value of money falls, it tends to plummet. This happened toward 
the end of the thi rd century when, as a result  of repeated debasements 
by the Roman Caesars, men lost all faith in the money and a rise in 
prices began tha t carried the value of the denarius rapidly toward 
the abyss.

So rapid was the decline in the value of the denarius tha t it be­
came, in the words of the historian  Mommsen, “a chute.”

In  the time of Diocletian, the Empire had fallen into anarchy with 
trade  nonexistent, men hoarding or hiding what little  good money 
they possessed, and with the cities being emptied, people fleeing to 
the countryside for want  of food. To curb the inflation, Diocletian 
tried what so many governments have tried  since, the control of 
prices by decree. In 301 A.D., Diocletian issued his famous price­
fixing decree tha t set the price of practically every article in com­
merce in the Roman Empire, from tha t of a pound of wool, to the 
charge for shearing a sheep, to the fee tha t a lawyer might charge 
for drawing up a document.

SEVEN HUNDRED YEARS OF SOUND MONEY

When Constantine the Great became supreme ruler of the Byzantine 
Empire, one of his fi rst acts was to establish the currency on a sound 
basis. This he did by strik ing a new coin called the bezant, and by 
reestablishing a trad ition of sound money. After the breakup of 
the Empire into two part s, the Greek tradi tion of sound money re­
vived and succeeding emperors of Byzantium maintained the bezant 
at its original weight and fineness for over 700 years—a feat in sta te­
cra ft that has never been duplicated.

Because of the pur ity  of its coinage and the reliabil ity of its com­
mercial code, Byzantium became prosperous and the center of world 
trade.  Thus, in the Middle Ages, the bezant was the standard of 
value from Scandinavia to Ceylon. Says the historian Gelzer:

By  h er mo ney B yz an tium  r ule d  th e  w or ld .

EUROPEAN MONEY DEBAUCHERY

Time does not permit  a review of  the sorry  his tory of currency de­
preciations in Europe. Permit  me to refe r only to what  has happened 
within the pas t 50 years.

En gland: Fo r over 100 years, the Engli sh pound s terling, linked to 
the golden sovereign, had been the  standard of the world and the prin­
cipal medium for international payments. With the outbreak of
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World War  I and the policy of financing war costs by bond issues in­stead of by taxation and of issuing money secured only by such bonds, the pound sterling was already written off as the world’s standard . During the war the pound was sustained by means of U.S. Treasury loans.
The British Government thought th at it could restore the pound to pari ty and attempted to do so in 1925 but the experiment was a failure and in the 37 years since then the pound has undergone at least four devaluations and is officially worth only one-third of what it was originally.
In  France, the  ancient livre, or French pound, disappeared with all the monarchical institut ions during the French Revolution and with the issuance of a flood of assignats total ing an estimated 147 billion.One of the first acts of the d ictato r Napoleon Bonaparte on becom­ing first consul was to abolish the livre and to establish a new uni t of value, the franc, and a new gold coin of  20-franc value, the napoleon. The napoleon and the French franc lasted until 1914 when the pr int­ing press and the issuance of circulating  notes secured only by the fiat of the state started the franc  on its way out. Again the process was slow and by degrees.
The end of World War I found the value of the French franc re­duced to about one -four th; that  is, from around 20 cents to around 5 cents. By 1959, following the excesses of World War I I,  the value of the f ranc had dropped  to about one five-hundredth of a dollar and in 1960 it was officially abolished in favor  of a new franc equivalent to 100 of the old.
Germ any; When Bismarck created the German Empire in 1871, his statesmanship saw to it tha t the Empire was given a solid monetary base. This was the German mark, which was to be coined at 5.53 grains of fine gold;  that  is, equivalent to 24 cents of the old standard, and only gold coin was declared to be full legal tender. Germany thus possessed the pures t gold standard  in the  world.
However, wi th the outbreak of World War I  the Government p re­ferred to finance the war by issuing bonds and prin ting  money se­cured by such bonds rath er than by taxation. The German inflation reached a climax in 1924 probably without  para llel in h istory. At the climax of the inflation the circulation of the mark had reached 496 quinti llion;  that is, 496 with 18 cipers following, and the value had dropped to 42 billion marks to 1 cent.

THE LESSONS OF HISTORY

There is sound reason fo r presenting this quick review of Old World economies. So long as its currency was backed by precious metal, the state or empire prospered. The decline of each s tate or empire was characterized by debauchery of its currency and compromise with morality.
Bread  and circuses, something for  nothing, empty promises and phony money accompanied the passage into oblivion of each sta te and empire for which we have records.
Thus histo ry demonstrates tha t the principles of morali ty in eco­nomics are as faith ful as the law of gravity . If  we ignore lessons of h istory, we shall repeat its mistakes.
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During the past three decades, the United States has indulged in 
vast deficit spending; since World Wa r I I  foreign expenditures are 
accountable for a th ird  of our unprecedented national debt. The d rif t 
of our Government is toward the welfare state—something for noth­
ing. With  this unsound economic trend there has been a relaxing  of 
moral standards. Patrioti sm and religion in some quarters are  being 
discredited.

The United  States  is paralleling the course of states and empires 
which have passed into history. We face unfavorable  balances of 
international  payments, unbalanced domestic budgets, and flight of 
our gold reserve. We American people are becoming increasingly 
apprehensive of the future .

TH E THREAT TO U.S . ECONOMY

Today the U.S. dollar  is the standard  of the world and the reserve 
currency for most of the free world. I t is the standard  of the world, 
however, not by right o f it s own virtue and  in tegrity, bu t by virtue  of 
the greater weakness of other currencies. The dollar  itself trembles 
on the verge of the abyss. When the present U.S. currency system 
was established in 1913 the law provided that the pr incipal circulating 
paper, the Federal Reserve note, be backed by a reserve of a t least 40 
percent in gold and tha t the deposit liabilities  of the Federal Reserve 
be covered by gold or lawful money to the extent of 35 percent.

In  1945 the required backing for Federal Reserve notes and deposits 
was reduced to 25 percent. Meantime, w ith the expansion of the use 
of the  bank check as a means of payment, the process of inflation went 
on through the inflation of bank credit. At the end of  1945, follow­
ing World War II , despite the wartime inflation of credit, the ratio  
stood at around 20 percent, our gold stock then being around $20.5 
billion.

Since the beginning of the  foreign aid program, our gold stock has 
been steadily dropp ing and today stands at less than $16.3 billion. 
Meantime, the  currency and banking liabilit ies this gold stock must 
mainta in have expanded by 45 percent, and today the ratio  of gold 
to currency and banking liabil ities to  less than 6 percent.

Fa r more serious than  the total amount of these liabilities is the 
amount of quick, or demand liabilities , held by foreigners mainly as 
reserve for  their currency systems. The idea t ha t the world is suffer­
ing a dol lar shortage has been exploded for some years though it seems 
not to have come to the attent ion of those who adminis ter the foreign 
aid program. Quick claims on our gold, that  is to say, short-term 
banking claims in the form of dollar  deposits or holdings of U.S. 
Treasury bills by foreign governments and banks, total today nearly 
$23 billion, or over three  times the figure in 1949 jus t before foreign 
aid began.

Here is the real threat  to  the dollar. Because of the hangover of 
these claims, we find ourselves in a strai tjacket. We are unable to 
adopt  the necessary banking and c redit policies at home that we would 
like in order to stimulate business. For example, i t would be highly 
desirable if interest rates could be b rought down as a st imulus to in ­
vestment. However, any attem pt to lower intere st rates would face 
the possibili ty of an outflow of gold abroad. Holders  of foreign dollar



1252

claims would find advantage in converting thei r dollars into foreign currencies where higher interest rates prevail, thereby drawing out gold, and the underpinning of the dolla r would disappear. Conse­quently we a re compelled to force an upward revision in the interest  rate structure in an attempt to hold our gold reserves.
The answer to this problem is a huge reduction of our foreign aid and other expenditures. A great deal is made of the fact th at dollars are desperately needed abroad for capita l investment in order  to assist the economies of these countries to rise. What those countries need, if we accept the foreign aid  thesis, is capital investment, capital goods. Nevertheless, the bulk of U.S. exports financed by the foreign aid program has been in the form of  raw and semi-finished materials and gold.
Of total project and nonproject expenditures for commodities for the first half  of the 1962 fiscal year tota ling  $312 million, less than $80 million were fo r machinery, vehicles, and like capital goods. A great deal is made by foreign aid proponents tha t 80 percent of aid dollars go out in the form of commodities. These figures are  hardly supported by the official AID  figures which show tha t of total  com­modity expenditures by the Agency for International Development during  the first half of 1962 only 60 percent were expended m the United States. This represents an increase from 41 percent for fiscal year 1960 and 44 percent in 1961.
Since 1948, net foreign grants and credits have totaled $64 billion. During  the same period, foreign claims on gold have risen by $16 billion, and  foreign purchases of gold have exceeded $8 billion, mak­ing a total drain  on our monetary reserves of $24 billion. This repre­sents near ly 40 percent of aid  expenditures and indicates the  amount of bloat in foreign economies as a result of the A ID program.Not only have our aid expenditures created embarrassing accumu­lations of dollars abroad—Germany had to revise its mark upward in order to hold inflationary tendencies in check—but they have been a prime cause of the creeping inflation a t home. The technical effect of aid expenditures, where the aid money is spent for U.S. goods, is to take commodities out of the country while put ting  dollars back into the economy, thereby creating an upward pressure on prices. To finance Treasury deficits, by making a market for Government obligations, the Federal Reserve has bought $8 billion of Govern­ment securities since 1950. These have gone into the monetary system as reserves for new credit inflation in the banking system.

RECOMMENDATION

It is obvious th at all the appropria te objectives of the foreign aid program could be achieved on $1 billion a year, and the various aid appropriations and borrowing authorizat ions should be cut to tha t figure.
I wish to add also in connection with my qualifications, I am director of a nonprofit  organization, the Ins titu te for Monetary Research, Inc., which recently issued a monograph “The Decay of Money,” a survey of how the moneys, part icula rly the dollar, have been declining in value. I would like to leave copies with the members of the commit­tee. This is not for the record but for personal use.
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Mr. Passman. I get the impression you receive no contribut ions 
from the Government out of the aid program, do you ?

Mr. Groseclose. No, sir.
Mr. Passman. I want the record to  show that. You are operat ing 

as a segment of the free enterprise system. Neither one of the o rgan i­
zations in which you are interested get any of your funds from the 
Government to run the agencies ?

Mr. Groseclose. That is correct.
Mr. Passman. Thank you.
Proceed.
Mr. Groseclose. The major pa rt of my test imony is directed to a 

survey of the debasement of currency in history, which I will jus t 
leave in my statement  for  incorpora tion in the record and not take  the 
time of the committee to review and I will be available for any ques­
tions on the subject.

Mr. Rhodes. May I ask Dr. Groseclose a question ?
Mr. Passman. Yes.
Mr. Rhodes. This will probably have to be furnished for the rec­

ord, but on page 9 you have the following stat eme nt:
Nevertheless the bulk of U.S. exports financed by the foreign aid program 

have been in the form of raw and semi-finished material s and gold.
Tha t is a rather  searching statement. Would you care to furnish  

some documentation on tha t for  the record ?
Mr. Groseclose. I thought tha t I gave i t here. Of the total pro j­

ect and nonproject expenditures, the commodities fo r the first half of 
1962 fiscal year totaled $312 million and less than $80 million were 
for machinery, vehicles, and like capital goods.

Now regarding  the gold tha t is going out, the chairman has just 
commented on the gold that was taken by Iran. I am not fami liar 
with tha t part icular statis tic but  I  did note tha t our aid to Lebanon 
last year was about $10 million and the amount of gold which they 
imported was $10 million and most of it came from this country 
through London.

Mr. Rhodes. Your  figures are interesting. Would you mind in­
dicat ing the source of them ?

Mr. Groseclose. Yes; they came from the offiical report  of the. 
Agency for Inte rnat iona l Development which they provided me on 
thei r project and nonproject expenditures for commodities. They 
have a repor t which they issue I  th ink qua rterly  or-----

Mr. P assman. That is tremendous. I wonder if you could give 
it  to us in a separate document s imila r to the one th at you will give 
us on the Ira n matter.

Mr. Groseclose. I would like to comment a t this time because of 
the question of the distinguished Congressman: The statement is 
floating around now, one published in a leading magazine last week, 
tha t aid creates jobs for 700,000 Americans and that last year out of 
a total  of $6.1 billion spent on foreign  aid $4.8 billion came back in 
the form of purchases in this country  and created 700,000 jobs.

No argument is more spurious, in my opinion, than  this argument 
that it creates jobs. If  you divide $4.8 billion up and give it to 
Americans, you could retire  700,000 American workmen to Florida 
on a pension of $6,800 a year and you would create  700,000 jobs im­
mediately by the vacancies which you would create in the factories
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plus the jobs you would create in Florida  fo r beach umbrellas, motels 
and everything  else through tha t $4.8 billion. It  is spurious and im­
possible to understand why they would make such an argument that  
it creates 700,000 jobs.

Mr. P assman. As a s tudent of this monetary situa tion, tell me how 
accurate or inaccurate my observations are as to the AID  claim th at 
80 percent of their  expenditures are to buy goods and services in the 
United States.

I come back and say 100 percent of it is expended in America 
because there are only about four  things  that foreigners can use dol­
lars for. One is to purchase the resources of America. Two is to 
purchase gold from America. Three is to purchase American securi­
ties. Fou r is to accumulate them for future  speculation of purchase.

Are there any other facets?
Mr. Groseclose. Tha t is substan tially correct.
Mr. Passman. Here is where AID  is misleading the American 

people. Their  intentions may be ever so good and maybe they have 
not analyzed it to the extent tha t I have or maybe you have or will. 
But when you credit—first, it is my unders tanding tha t every na­
tion on the face o f the earth , even the most primit ive nations, earn 
foreign exchange, convertible foreign exchange, which will be dol­
lars that  they would normally get in the stream of commerce to 
eventually buy something from America tha t they need and they 
would buy it with the dollars that they earn.

But if you cred it these foreign nations with dollars under the  AIT) 
program by which they may requisition thei r needs, then you send 
the bill down to the Treasury Department, thereby releasing to the 
foreign countries the ir convertible currencies—dollars or otherwise— 
to do whatever they want, to speculate, to buy our securities, to buy 
our gold, or to create credits for the purpose of speculating later.

Is tha t observation in keeping with your studies ?
Mr. Groseclose. Tha t is a correct statement  of how it  works, Mr. 

Chairman.
Mr. Passman. If  one is operating in the State of New York and 

ships out $100 million worth of—and th at is a hypothetical figure— 
accumulated equipment and commodities to the recipient nations, of 
course the invoices wind up down at the U.S. Treasury  for payment. 
They don't wind up over at the recipient nation’s desk, to be paid; 
the invoices are sent to the U.S. Treasury  to be paid. Now, we are 
misleading the American people when we say we spend it in America.

Certainly you are spending it in America but you are draining off 
our natura l resources. You are taking  out of the country our wealth 
and you are getting  nothing back in return.

Do you understand tha t as I do ?
Mr. Groseclose. I cer tainly  do.
Mr. Passman. If  tha t is right , then would you agree we should 

triple th is ap propriation? Instead of making it $4 billion, let ’s make 
it $12 billion and really have some prosperity. Do you get the fallacy 
of the thing?  I want your thinking on this because I told these 
people yesterday specifically to get us an economist.

I will be in touch with you righ t along.
Mr. Groseclose. I f  you would like I could read a brief statement 

dealing directly with th at issue.
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Mr. Passman. I wish you would put it in the record.
(The information requested follows:)

Gro secl os e, W il l ia m s  & A sso c ia te s,
Washington, D.C., August 6, 1962.

In  re  U.S. aid o pera tions in  I ran .
H o n . Otto  E . P a s s m a n ,
Chairman, Ho use Subcom mittee  on F oreig n Operations, H ouse of Representati ves,  

Washington, D.C.
D ea r C o ngre ss m an  P a ss m a n  : The following is in response to your requ est for 

a ful ler  sta tem ent  of my views on th e U.S. fore ign aid  progr am in I ran .
My views, you und ers tand, are influenced by an acqu ainta nce with  Iran  and 

the  Ira nian  people for  over 40 years , and  the  warm  affection I have for  the  
Iran ian jieople an d a cons idera ble adm irat ion  for  the ir inn ate  capac ities. I am 
presently acq uain ted with  many of the  highest officials of the Governm ent and 
cu ltu ral  a nd busines s leade rs. I have  fo und them to be pa trio tic, intel ligen t, and 
wit h a high er sense of hones ty and inte gri ty tha n they are given credit for 
abro ad. As a people the ir gr ea t need is int eri or and  psychological ra ther  tha n 
ma ter ial  and economic : t he ir need is fo r f rien dsh ip to encourage an inne r s tam ina 
and  a sense of belonging to the  fraterni ty  of fre e and progressive nations . Un­
for tun ate ly, mon etary  gran ts and the  importa tion  of forei gn official techn icians  
place them in a positio n of depend ence and tute lage th at  tend s to suppr ess the ir 
self-re liance, to fr us trat e the asp ira tio ns for nat ion al and perso nal dignity,  and 
to cre ate  incho ate rese ntm ents  ag ain st the  f oreigner th at  hit herto  never existed.

My first  acqu aint ance wit h Ir an  was  as a tea che r in a mission  school in no rth ­
west ern Ira n shor tly af te r World War I, at  a time when the coun try was ju st  
recov ering from mi lita ry occupan cy by two ma jor  power s; dur ing World Wa r 
II , I had  the high privilege of serv ing as Tr ea su rer  General of Ira n by appoint­
ment  of the  Ira nian  Par liame nt,  with  responsibil ity for  mon etary policy, sup er­
vision of the  Imp eria l Mint, the Nat ional Bank,  the  sta te corporations, and col­
lat eral funct ions. In 195 1-52 (d ur in g the Mossadegh  tro ub les ), I spent  most 
of a year und er a Fu lbr igh t advanced rese arch  fellowsh ip, trav elin g and study­
ing conditit ions  in all region s of Ira n. I hav e been in Iran  at  interv als  since, 
most recently  in December 1961, princip ally  on busin ess for  my firm o f financial 
con sult ants  and advis ers, bu t also  on beh alf of We lfar e of the  Blind, Inc., a 
Christ ian  agency for the sigh tless  of the Middle Eas t, of which  I am a found er 
and  presid ent. This  agenc y p rese ntly  m ain tains a cli nic f or  th e blind in Teheran, 
tre ati ng  about 400 blind  weekly. I am the  autho r of “In trod uct ion  to Ir an ” 
(Ox ford  U. Press, 1947 ), which has  been c onsidered sta nd ard readin g f or officials 
going to Ira n,  and in addi tion,  fou r novels of Ira nian  locale and  incident .

Dur ing my 40 years acq uain tanc e with Ira n,  the  cou ntry  h as shown increa sing 
polit ical viabili ty and stab ility . To illu str ate , 40 yea rs ago in trav elin g between 
the two prin cipa l cities, for  ma jor stretches  of the way  an arme d escor t was 
necessary  as a defense  again st briganda ge. Today, tra ve l and  commerce are  
secure in pra ctic ally  all pa rts of the  coun try. I adm ire the  pre sen t ruler , His 
Imp eria l Maj esty  Mohammed Reza  Shah Pah lavi, whom I have known since 
sho rtly  af te r his accession to the  thron e, 21 years  ago, fo r his grasp of his coun­
tr y’s needs, his devotion to the  higher  resp onsi bilit ies of his office, h is persist ent 
effor ts to improve the  processes of jus tic e and adm inistration and to augment 
the  wel fare  of his people. Iran  today is pol itica lly the  most stab le coun try in 
the Middle Ea st—a sta tem ent  th at  could not be made  40 years ago—and I am 
wholly opti mistic as to the  cont inua nce of its independ ent polit ical existence 
and  s ubs tan tia lly  its  p resent  form of governm ent.

Is  thi s happ y assessmen t of the  cu rre nt  Iran ian situat ion  att rib uta ble  to the 
U.S. fore ign aid  program in Ir an ? Specifically, is the  foreig n aid progra m a 
fac tor  in Ira ni an  resis tanc e to Soviet poli tica l pre ssu re?  I thin k not.

Desp ite seve ral foreign  occupations in their  25 cen tur ies’ histo ry, the Ira nia n 
people have succeeded in ma inta inin g th ei r dis tin ct cu ltu ral  tradit ion  and in 
rea sse rtin g their  political independence. A serio us except ion was the  Arab in­
vasion of the seven th centu ry, A.D., which imposed a relig ious system and in­
fluence which stil l colors the  Ira nian  tem per ament  and  outlook and which, in 
my opinion, ar e the  prin cipa l ba rri er  to prog ress and reform . Beginning with 
the  rise  of Muscovite power some 300 yea rs ago, Iran  has  been repeatedly sub­
jected to  pre ssu re from the  n o rt h ; neve rtheless,  the  Ira nian s have  successfully 
resi sted  th ese pre ssu res  m ainly  by means  of their own p olitic al vita lity . During 
the  19th  cen tury  the re occurred some erosi ons in the  Cauca sus of lands not
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populated by peoples of the Persia n language or cul tur e; but on several other 
occasions the power to the north has retre ated from t errit ory which i t occupied 
or swayed—most notably in the early 18th century under the counterpressure 
of the  vigorous Nadir Shah, and  most recently in 1946 under U.S. political pres­
sure and milita ry movement by the  present Shah.

In 1828, by the Treaty of Turkomanachai, Russia exacted various privileges 
in Iran, then called Persia, the principal being the capitulations. It  is worthy 
of note tha t the abolition of these privileges was obtained in 1927 and 1928 by 
Reza Shah Pahlavi, at a time when Ira n enjoyed no protective alliances with 
the great powers. Earlier, in 1921, at  a time when Ira n was under British 
military occupation, an intransigent  Iran ian  Parliament obdurately rejected a 
trea ty tha t would have put Iran  under British  tutelage, and compelled the 
evacuation of British forces.

It  is true  tha t in several instances the restra ining pressures tha t defended 
Iran ian independence were of foreign origin—Afghan in one case, British in 
another, United States in a third—but in no instance were these pressures 
exerted on Iran ian  soil, but they were exerted in other regions of the globe and 
in other ways than militar y confrontation. The principal source of Iranian 
independence has been and continues to be the tenacity of the Iran ian national 
sp iri t; the same spirit, for example, th at  mainta ins Finnish independence with­
out U.S. or other foreign aid.

It is my opinion, therefore, tha t the attemp t to create a military pressure on 
Soviet Russia, exerted on Iranian soil through the means of military missions, 
military grants, and defense support assistance, tends to encourage reliance 
upon foreign assistance and thereby to weaken the Iran ian national will and 
fiber. At the same time it absorbs U.S. funds and energies tha t could be more 
usefully employed in strengthening militar y positions and exerting political 
pressures in areas in which the adversary is more vulnerable.

Foreign aid is often propounded as a necessary stimulus and aid to internal 
reform, as in the curren t Alliance fo r Progress for Latin America. It  is notable 
tha t all the principal reforms in Ira n now being a gitate d by or attrib uted to 
U.S. foreign aid much antedated  the foreign aid program in both inception and 
execution. Land reform, for instance, which has become a sort of shibboleth 
in our Latin American aid program, was set in motion in Ira n following the 
accession of the present Shah in 1941, and became an official policy of the Gov­
ernment in 1946. As for the grea t technical and indus trial undertakings in 
Iran which are attributed  to foreign aid, all of them are within the competence 
of the Iran ian economy and technical capability without foreign official aid. 
Thus, the great Kuh-i-Rang tunnel connecting the  headwaters of the Zeyandeh 
Rud and the Karun, completed a few years ago with foreign aid funds, was 
actually  begun 300 years earli er by Shah Abbas the Great, and the failure to 
carry  it forward was not so much a want of the technical and m aterial resources 
as of the political. The vast Khuzistan development now underway was being 
discussed and blueprinted during my tenure as Treasurer  General of Iran  in 
1943. This great project is being financed, I understand,  from the petroleum 
revenues of the country, and without U.S. Government aid.

In my opinion as an economist, the U.S. economic assistance provided Iran 
has served measurably to increase the internal political tensions which affect 
the regime and to defer economic progress. Ten years ago, following an exami­
nation of the Turkish aid program. I publicly called att ention 1 to the disturbing 
effects foreign aid was having on the Turkish economy; the boom and inflation 
and political corruption which it fostered culminated in the overthrow of the 
regime in 1960 and the subsequent political instabili ty of t hat  country. In Iran 
the inflationary impact is all the great er by reason of the immense flow of 
foreign exchange tha t began following the reopening of the oilfields in 1954, 
to which has been added the enormous sums contributed by U.S. foreign aid— 
more than $1 billion through fiscal 1961. During my 1957 visit to Iran  I was 
disturbed by the inflation which I saw building up as a result  of overgenerous 
World Bank and Export-Import Bank loans and foreign aid loans and grants, 
and privately and publicly registered my anxiety. Tha t same year the House 
Committee on Government Operations issued a report tha t was highly critical 
of our aid operations, and excoriated those responsible for thei r administration. 
Despite these criticisms, the sums spent in Iran  have increased rath er than 
diminished. There can be no doubt tha t the fiscal problems that  compelled the

1 “ The New New Tu rke y.”  U.S.A., December 1952.
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able Dr. Ali Amini to resign the prime ministership are due to excessive 
foreign aid.

To illust rate the problems created  or complicated by the import of millions 
of foreign aid dollars added to the surge of petroleum revenues, I may cite the 
difficulties confronting the work for the blind being undertaken by Welfare  of 
the Blind, Inc., which I head. Our Teheran director, Dr. P. S. Satra lker,  re­
cently proposed a handicr aft program of teaching the blind to make reed 
screens for windows. He was compelled to abandon the project when he learned 
tha t the price of the reeds had risen spectacularly from 0.05 rial a reed to 0.5 
rial a reed, primarily  under the inflationary influence of American dollars and 
American demand.

Admittedly, under present circumstances a complete shutdown in foreign aid 
would be catastrophic for Iran,  both politically and economically. What is 
required is a Arm and executed policy of foreign aid reduction to the point of 
complete elimination.

As for a constructive program, I recommend tha t the political ties between 
our country and Ira n be maintained and cultivated, and t hat  Iran be given every 
political support in its aspiration s for national dignity and independence, 
in accordance with  our underta kings at the Teheran Conference in 1943. This 
does not imply nor involve militar y commitments in Ira n nor financial a id and 
subvention.

I recommend fur the r tha t aid and cooperation efforts be confined to the 
people-to-people level, where they belong and where they have been carried  on 
for the past 133 years most successfully and to the continued mutual esteem 
and good will of the peoples of the two countries. I would commend, among 
these efforts, the work of the Christ ian missions, most of all, including the ac­
tivities  of the aforementioned Welfare of the Blind, Inc., which have been most 
hospitably received and acknowledged from the throne down. This effort is 
carrie d on with local as well as American resources and financing, including 
contributions from the Imperia l Benevolences Foundation, and through a local 
committee consisting of both Ira nia n and United States nationals. Though the 
American benevolent interest is well known and recognized, the name “Ameri­
can” does not a ppear over its local institutions.

Other institu tions which I might mention as carrying forward important tech­
nical cooperation activities on a  people-to-people basis are  the Near East  Foun­
dation, which pioneered village rehabilitat ion work and set a pattern for much 
official aid efforts; the Ira n Foundation,  which maintains  in Iran one of the 
finest hospitals in the wo rld ; the Ford Fou ndation ; as well as other activities 
promoted or supported by the  oil companies and other business interests in Iran. 

Respectfully yours,
Elgin Groseclose.

Groseclose, Williams & Associates,
Washington 5, D.C., August 7 ,1962.

Hon. Otto E. Passman,
Chairman, House Subcommittee on Foreign Operations,
House of Representatives, Washington, D.C.

Dear Mr. Chairman : This is in response to the request made during the 
the hearings Saturday for the source of the statem ent in my prepared  testimony, 
as follows: “Of total project and nonproject expenditures  for commodities for 
the first half  of the 1962 fiscal year total ing $312 million, less than $80 million 
were for machinery, vehicles, and like capital goods.”

The figures are found in column 1 of page 44 of the operations report for 
the period ending December 31, 1961, issued by the Agency for Intern ational De­
velopment.

The statement was offered in connection with the claim of foreign aid pro­
ponents tha t dollars are desperately needed abroad for capita l investment in 
order to assist the economies of these countrie s to rise. My testimony pointed 
out tha t the bulk of U.S. exports financed by the foreign aid program has been 
in the form of raw and semifinished mater ials and gold. Fur ther support for 
this statement is found on page 51 of t he report referred to, which breaks down 
the destinatio n of the $79,779,000 of machinery and vehicles to show that of 
such capital goods provided from U.S. sources, totaling  $40,379,000, only $1,701,- 
000 was shipped to the developing countries, the balance going to 19 developed 
countries.

Sincerely yours,
Elgin Groseclose.
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Mr. Groseclose. I would  l ike to  re fe r to  one ad dit ion al  t hi ng  which 
you haven’t discussed, an d t hat  i s how it  ha mp ers  ou r ex po rt efforts in 
doing  thi s by c rea tin g in fla tionary condition s.

Th e Secre tary of  the  Treasury made th is sta tem ent on the  balance 
of p aym ent s and I would like to read w ha t he said . He  sa id :

Prices of American manufac tured  exports rose 14 percent rela tive  to those 
of oth er indu strial nations from 1953 to 1960.

He also stated th at:
Over the  same period, our sha re of world exports of manufactures declined 

from 25.9 to 21.6 percent.
Now, th ese are  th e ye ars  covered by the  magni fica tion  of the foreig n 

aid  p rogram  into  a  G arga ntua n and ap pa rent ly  p erm an en t burde n on 
the  economy. The effect of th is  foreig n aid  no t only is to pu t a bur­
den on the  tax payer, bu t it  creates an inf lat ion ary  condition which 
makes it increasing ly dif ficult to expo rt.

You  ref err ed , in a previo us comment, to the  declinin g exp ort s of 
steel and  the  increase in steel  impor ts. One  reas on we are  being 
pr ice d out of  th e mark et is t he  infl ationary  con ditions  created by fo r­
eign  aid , which take s goods ou t of the  country  bu t leaves the dolla rs 
her e and  crea tes an imb alance  between the am ount of purch asing  
pow er in th e c ountry and  th e a mount  of  goods ava ilable  in the  co untry  
to lie pu rcha sed. Tha t infl ationary  effect c on tinually  forces ou r price s 
hig her than  world levels.

Mr.  H arnischfeger. In  line  wi th your  sta tem ent about raw  mate ­
ria ls,  we sell to all these big  minin g comp anies . I  go out in Du luth  
and Ari zon a and where ou r na tu ra l resources are in the  form of raw  
ma ter ial s, and  which rep res ents the wealth of  th is  cou ntry. Tha t is 
where they are  located and when  you go to these minin g pro jec ts to ­
day, as again st 10 years  ago, you see no th ing bu t air.  In  oth er 
words, a lot  o f the  n atur al  resources of Am eric a have been convert ed 
into  equ ipm ent  and , so to spea k, given away at  our expense, and  the  
res ult  is we are  becoming a na tion of dep leted resources and ins tea d 
of  ge tting  something solid in ret urn we are  ge tti ng  paper. In  oth er 
words, foreign governments  are  tak ing ou r gold and  they are  giv ing  
us pa pe r dolla rs like  Fr an ce  rece ntly  did.  Fr an ce  pa id us $250 m il­
lion a nd then took $150 mil lion  in gold which was  rea lly  bo ught below 
the  cost of product ion .

It  is so fan tas tic  th at  you rea lly  don ’t know how sound-t hin kin g 
people in the admi nis tra tio n fail  to  recognize  it.

Mr. I ’assman. W ill  you tak e a look at thi s? Bu t they are  in 
today, out tom orro w, a new gro up tom orrow, anoth er gro up la ter , 
whereas you peop le are in the same business year  in and  year out , 
so it is na tur al  you would acqu ire a subs tan tia l working knowledge 
of how the  economy clicks.

Mr. Rhodes. There  is an alle gat ion  th at  gold  has  been furni shed  
under the foreign aid pro gram.  We know we have discovered in ­
stances in which gold  was bou ght  rig ht  af te r a loan or  gran t was 
made. But  I won dere d if Dr.  Groseclose ha d any  othe r instances 
to offer.

General  F ellers. I th ink Jo rd an  and Leb anon both bought gold  
immedia tely  af te r our g ifts .
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Mr. R hodes. I was wondering whether or not there was a foreign  
aid grant made for the purpose of buying gold, o r if gold was ac tu­
ally given as part of a grant. The latter is indicated here.

Mr. Groseclose. No, I don’t th ink, in any case I am fa miliar with, 
and I wouldn’t want  to leave the impression, that any project or 
expenditure  in the foreign aid program was given directly  for gold, 
but we have given money for budgetary support in order to build 
up the monetary struc ture of these countries, and they have bought 
gold to increase the backing of thei r currency. We have made gold 
available to Great Britain, not directly under the foreign aid pro­
gram but certain ly under our total concept of aid.

Mr. P assman. So the indirect effect would be practically the same?
Mr. Groseclose. The International Monetary Fun d is actually one 

of our forms of foreign aid, as we have brought out in testimony be­
fore another committee recently.

Mr. Passman. As it would apply to the mutual security program 
under certain facets or spigots of foreign aid, if you make available 
dollars as a cash transaction for budgetary support, or if you make 
available dollars for them to purchase from us what they normally 
would use thei r own foreign exchange for, then they may take thei r 
accumulation of convertible currencies and our dollars and buy gold, 
so that at least indirect ly you are making available dollars to purchase 
gold.

Tha t is interesting.
Now, we want to he ar from Gen. Bonner Fellers, the former scrap­

ping general who is always taking the side of the overburdened tax ­
payer.

General, we will be happy to hear you.
STA TEM EN T OF  BR IO. GEN . BO N NER  FE LL ER S

General F ellers. The Honorable T. Coleman Andrews was sched­
uled to  appear here today and unavoidably, because of a certain con­
dition in his family, he cannot  come. I knew this only yesterday and 
I threw together a l ittle  talk here but I  will follow the custom and be 
as brief as I can.

(The prepared statement of General Fellers  follows:)
Statement of Bonner Fellers, Brigadier General, U.S. Army (Retired), 

Chairman of tiie Citizens Foreign Aid Committee

Mr. Chairman and members of the committee, Hon. T. Coleman Andrews was 
scheduled to represent our committee today. He planned to speak without notes 
on the impact of foreign aid on our economy. Only yesterday was I advised 
tha t it  would be impossible for him to be with us today.

In no way do I consider myself a qualified substi tute for him. Nevertheless 
I am grate ful for  the opportunity  again to appear before you.

military assistance

Emerging countrie s: One of the steps in our effort to strengthen the security 
of emerging countries is to bring carefully  selected young men to the United 
States for milita ry training. Attending our military schools gives these foreign 
trainees a new outlook. Here they are given bette r food, more pay, and a higher 
standard of living than they have ever before known.

Upon their  retu rn home, thei r outlook changes. Their government appears 
inadequate, sluggish, and an tiquated. They find tha t U.S. dollar handouts have 
bred corruption in high places. They form a clique separate and a part from the 
others.
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Convinced tha t they could run their  country far  better than thei r present 
chief of state, they plot his overthrow. With the weapons and train ing which 
we have provided they have the means to take over the government by force. 
Thus, our military assistance programs are creating potential  military 
dictatorships.

U.S.-trained leadership and U.S. weapons have taken over civilian govern­
ments in Korea, Turkey, Cuba, Argentina, Ecuador, and Peru.

U.S.-supplied weapons have intensified hostility between India and Pakistan, 
and between Ethiopia and Somaliland.

Beginning with fiscal year 1952, the United States has given $4(52 million 
in military assistance to Latin America. This aid has served to strengthen 
local rivalries and dictatorships. In no way has it contributed to hemisphere 
defense against Red str iking forces.

The only weapons tha t emerging countries need are small arms for internal 
security. Nearly all such countries have these necessary intern al security 
requirements.

Next year AID planners contemplate $84 million in militar y assistance  for 
Latin America. It  is not needed and should not be granted.

The New York Times lead editorial of Thursday, August 2, endorsed military 
ai d:

“Fir st of all, our military  aid, which goes primarily  to countries maintaining 
larger militar y forces for  free world defense than their  economies can support, 
enhances our own defensive strength at  far cheaper cost than  we can do at 
home.”

This worn out, alleged v irtue of foreign aid is utter ly out of step with the ar t 
of modern war. Have we forgotten tha t the Red threat  to the United States is 
from bombers and missiles? Only industrialized countries can fabricate  and 
maintai n these weapons.

Our industrialized allies in the post-World War II  era have failed to build 
modern defensive and striking power. With considerable insight, they believe 
tha t in a major war, the United States will be the Red target. Consequently, 
they are content to let the United States create free world strategic striking 
pow er; they drag their feet when it comes to providing NATO ground defen se; 
they lag far  behind the United States in extending militar y assistance  to other 
countries.

It  is not true tha t “our military aid * * * enhances our own defensive 
strength  a t f ar  cheaper cost than  we can do a t home.”

No foreign power possesses or is building weapons with which it could defend 
the United States.

No foreign power even contemplates attempting to defend the United States. 
If war is thrust upon us we must be able to defend ourselves or we will perish.

Nevertheless, because of previous commitments, it is essential tha t we extend 
aid to certain areas directly threatened by Red aggression. South Korea, South 
Vietnam, Formosa, and Berlin are examples.

Pas t assistance to these areas indicates th at $750 million annually is sufficient.

ECO NOM IC IM PU CATIO NS

The usual argume nts: The U.S. News & World Report of August 6, 1962, pre­
sents an endorsement of foreign aid which, to put it mildly, fai ls to tell all.

There follow quotes from the article  with comment:
“Almost 80 percent of the billions tha t go for foreign aid is spent within the 

United States.”
The word “almost” must cover 20 points to make this  statement accurate. 

Here are the figures taken from AID Operations Report December 31, 1961: 
fiscal year 1959, 47 percen t; fiscal year 1960, 41 pe rce nt; fiscal year 1961, 44 per­
cent; fiscal year 1962 (firs t h al f),  60  percent.

“It  is estimated tha t U.S. aid abroad accounts for more than 12 percent of this 
country’s exports and cre ates 700,000 jobs.”

Aid products sent abroad are gifts. They are physically exported but bring 
back no dollars. It  is erroneous to list these g ifts along with products exported 
for dollars.

If we had spent at home th e more than  $90 billion which foreign aid  has cost 
the American taxpayers, the 700,000 jobs also would have been created.

Possibly half  our population is poorly housed. We need improved highways, 
sanitary systems, and countless other improvements requiring vast effort.



1261

“Among those direct  shipmen ts from the United  States were  $2.3 b illion worth of farm products. Without foreign aid, those  prod ucts  would have  added ma­ter ial ly to the huge stocks  of surp luse s that  weigh down on farm price s.”Surp lus agr icu ltu ral  p roducts sent abroad are usual ly sold for  sof t currencies , much of which we cann ot use. Th at  which we can use mus t be spen t in the country  o f its origin.  Thus , while thi s aid reduces uor surp luse s it is, in effect, largely a g ift to the  recipients.
“The sum of $76,690,495 has  been paid  to U.S. firms dur ing the first  4 months of 1962 a s a  res ult  of the U.S. pro gram  of economic assistance in underdeveloped nation of the  world * *
Government con tracts  for  foreig n aid mater ials bring profits to U.S. corp ora­tions and  may have influenced some of them and their  workers  to endorse foreign  aid. However, when the  ma nufac turers ’ products are  given away, our wea lth diminishes  accordingly. Money spent  for  goods and services to be given away  creates consumer buying power but  not consumer goods for  Americans. Thus, the  aid  prog ram creates inflation.
Moreover, when ind ust ria l products are shipped  abroad as gifts , no foreign-  lield dollars are  return ed to the United States. Since foreign  cen tra l banks  hold some $23 billion in short-term  credi ts, noth ing is more imp ortant  tha n for  us to  reduce thes e do llar  credi ts.
“* * * AID issued a State-by-Sta te accounting  of 4.4 billion aid  dollars that  went to American business firms in the last 8 yea rs ♦ ♦
The Citizens Fore ign Aid Committee  has  made a study of aid income for the  Sta te of Ind ian a dur ing  1954-59 inclusive.  Dur ing thi s period  Indiana’s indus­try  produced and sold $12 million in fore ign aid  goods. The  tax  burden upon her indust ries  and tax payers to supp ort our  foreign policy of global aid  was $568 million—48 times as  much for  foreign aid as foreign aid brought to In­diana .
For  a  moment, I tu rn  now to U.S. News & World Report of July 30, 1962, page 36. The United Sta tes is pictured  as owning $16.3 billion (i t now owns $16.1 billion ) or 34 p ercent of th e wor ld’s gold supply. Actually, foreign cen tra l banks own $23 billion  in shor t-term credits redeem able in our gold reserve. If  one had  $16,000 in the  bank  but had  issued  I.O.U’s tota ling  $23,000, his assets could scarce ly be lis ted as $16,000.
Is it not wholly erroneous to claim our gold reserve stands at  $16 billion?(The  above quotations were selected from the U.S. News & World Report merely because it  presents  the commonly accep ted arguments favo ring  foreign aid.)
The Alliance for Prog ress  is proving unrealis tic. Its fundam ental premise is th at  one government, with  money, can induce anoth er government to underta ke basic  social and poli tical  refo rms  which it has  no t previously shown ini tia tive to accomplish.
The Lat in countries  will accep t ou r aid  but  they will be mos t reluct ant  to com­ply with the measures  which our  lead ers are asking.
Rep orts  have been published estimating  th at  La tin  Americans have  exported $5 to $10 billion to Europe and  elsewhere fore  safekeeping. Why then should U.S. taxpaye rs supp ort the huge aid  prog ram now envisaged?
Emerging coun tries : Technical ass istance  is the  most needed, the most effec­tive, and the least expensive aid  which can be exte nded to emerging countrie s. Our committee is convinced th at  $250 million  ann ual ly would meet global re­quirements.
Our threatene d economy: Annually the U.S. Government spends on the order 

of  $6 billion overseas. The th re at  to the  dollar ari ses  from the sinis ter, im­pending overhang of  $23 billion foreign-held demand claims on our gold, amassed  principa lly from our huge foreign  aid program. Were  these foreign-held demand claims called on our $16.1 billion gold reserve , we could not meet the demand. And the  free  world economy, which res ts on the  dollar, would be wrecked.Gold is precious because there isn’t nearly enough to go around. Foreign  governments  eagerly  seek gold to harden  the ir currencies . This  hunger for gold will <*ease only when our  d olla r is once more as good as gold. And our dol­lar cann ot again be so considered unless and unt il we put our economy in order.  To do this  we must terminate Federal  Reserve issuance of easy money, balance our  budget, and make drast ic reduction s in foreign  aid. The neces­sary foreig n aid program for fiscal year  1963 could be met by a $1 billion new appropriat ion  ($750 million milita ry ass ista nce  and $250 million economic aid ) instead  of the $4.7 billion which has  been authorized by the  Congress.
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O th er  fu nds a re  re ad ily av ai la bl e.  Po ss ib ly  as mu ch  as  $5 bi ll io n in  un ex ­
pe nd ed  fiscal  yea r 1962 is be ing ca rr ie d  ov er  in to  fiscal  year 1963. Mo reo ver, 
th ere  a re  ei ght  ag en cies  w ith le nd in g po wer  of  bi lli on s avai la ble  fo r sound 
pr oj ec ts .

Re comm ended p ro g ra m : D ur in g th e g re a t deb at e in 1950 th e Am er ic an  peo ple  
were to ld  th a t U.S. fo rc es  wer e be ing st at io ned  in  E ur op e on ly  un ti l th e w ar - 
sh at te re d  Eur op ea ns could  re pl ac e th em . B ut  Eur op ea n NATO jw w er s co nt in ue  
to  w an t th e do llar s sp en t by  an d fo r Amer ican  tr oops;  th ey  cl in g to  th e eco ­
nomic ad vanta ge g aine d fr om  th e U ni te d S ta te s su pp ly ing mor e th an  on e- fo ur th  
of th e NATO g arr is on in  W es t Ger man y.  I t  is  obvio us th a t Euro pea n NATO w ill  
no t repl ac e Am erica tro op s in  W es t G er m an y so  long  as  th e U.S . Gov ernm en t 
is w ill ing to keep  them  th er e.

The  NA TO  go al of  30 di vi sion s re m ai ns 8 divi sion s sh o rt  of  th a t mod es t 
re qu irem en t. Ev en  w er e th e 30 di vi si on s pr es en t, th ey  wou ld  co nst it u te  no  
eff ec tiv e de te rr en t to th e Red 175 R egula r an d 300 Res erve  di vi sion s.  Th us , th e  
six  U.S. di vi sion s in  W es t Ger m an y a re  m er e to ke n fo rc es  to  ass u re  E uro pea ns 
th a t th e Uni ted S ta te s wi ll be in th e nex t w ar . Thi s be ing th e case , ou r Ber lin  
ba tt le  gr ou ps  a re  am ple toke n fo rc e s ; th e ir  pr esen ce  is  a vi sibl e symb ol of fr ee  
wo rld  de di ca tio n.

The  on ly ef fecti ve  w ar d e te rr en t is  th e U.S. su pe ri or st ra te g ic  st ri k in g  powe r, 
wh ich  is  per m an en tly  ba se d in N or th  Amer ica.  I t  is  th ere fo re  sa fe  g ra dual ly  
to  w ithdra w  ou r six to ke n di vi sion s now st at io ned  in  W es t German y.

The  U.S . Air For ce  ba se d on O ki na w a has  th e ca pa bil ity  of  st ri k in g  al l of  
Nor th  Kor ea . W ith  an  an no un ce d ex te ns io n of  th e  M onroe D oc tr in e ov er  So uth 
Ko rea , th e tw o U.S. di vi sion s st a ti oned  th ere  could  be sa fe ly  w ithd ra w n.

W it hdra w al of  e ig ht  U .S. div is io ns  f ro m  ov er se as  w ou ld pre ven t ap pr ox im at el y 
.$1 bi ll io n a nnuall y  fr om  fa ll in g  in to  f ore ig n ha nd s.

To r est o re  p ro m pt ly  a  s ou nd  e co nomy  two st ep s are  im p e ra ti v e :
The  sav in g of  .$1 bil lio n in  o ve rs ea  m il it a ry  sp en ding  ;
The  sav in g of  $3.7  b ill ion from  fiscal 1963 a id  a uth ori za tion .

The  C iti ze ns  For ei gn  Ai d Com m itt ee  ur ge s yo ur  co mmitt ee , Mr . Cha irm an , to 
giv e m atu re  co ns id er at io n to  th is  fo re ig n ai d is su e on which  re s ts  th e de st in y of  
th e  A mer ican  people  a nd th e  f re e  w or ld .

General F ellers. T jus t wanted to say something about the tra ining 
of the military personnel from foreign countries and giving them 
equipment. I t leads almost invariably to the personnel going back 
with better t rain ing than they have ever had. They see a government 
tha t is sluggish and inefficient and corrupt and they want to get some 
money from foreign aid. We give them the weapons and the train ing 
and they take over the Government. Tha t has happened time and 
again. I  think the Government they take over and operate may be as 
good or better than the one before, but military regimes are hardly the 
purpose of foreign aid.

There have been some other erroneous s tatements published in the 
last few days about foreign aid. T want to read par t of an editorial 
from the  New York Times of August 2:

F ir s t of  al l, ou r m il it a ry  ai d, which  goe s pri m ari ly  to  co un tr ie s m ain ta in in g 
la rg er m il it a ry  fo rc es  fo r fr ee  w orld  de fe ns e th an  th e ir  econ om ies  ca n su pp or t, 
en ha nc es  ou r ow n de fe ns iv e st re ng th  a t f a r  ch ea pe r co st  th an  we ca n do a t 
hom e.

This wornout, alleged virtue of foreign aid is utte rly out of step 
with the a rt of modern war. Have we forgoten  th at the Red thre at to 
the United States is from bombers and missiles? Only industrialized 
countries can fabrica te and maintain these weapons.

Our industrialized allies in the post-World War IT era have failed 
to build modern defensive and strik ing power. With considerable 
insight, they believe that  in a major war, the United States will be 
the Red target. Consequently, they are content to let the United 
States  create free world strateg ic strik ing power; they drag  their
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feet when it comes to providing  NATO ground defense; they lag 
far behind the United States  in extending military assistance to 
other  countries.

I t is not true tha t—
our military aid * * * enhances our own defensive strength at far  cheaper cost than we can do at home.

No foreign power possesses or  is building weapons with which it 
could defend the United States.

No foreign power even contemplates attem pting  to defend the 
United  States. If  war is th rus t upon us we must be able to defend 
ourselves or we will perish.

Then the U.S. News & World Report published an article in thei r 
August 6 issue. There are some things in there upon which 1 wish 
to comment. The first is a quotation th a t:

Almost 80 percent of the billions tha t go for foreign aid is spent within the United States.
The word “almost” must cover 20 points lo make this statement 

accurate.
Here are the figures taken from the AID  operations report of De­

cember 31,1961:
For  the fiscal year 1959, 47 percent; for the fiscal year 1960, 41 

percent; for the fiscal year 1961, 44 percent. Fir st half, fiscal year 
1962,60 percent.

Mr. Rhodes. That was taken from the AID  figures?
General F ellers. Yes, sir. The date of December 31, 1961.
Air. Passman. At this point, if you will yield, I want to be shored 

up in my position of understanding this thing so I say again for the 
record, whether i t is from industry or government: All of the foreign 
aid, if you cred it dollars to  people, all of i t is e ither  spent in America 
now or later,  directly or indirec tly because it can be used only to 
purchase our natu ral resources, our gold, our securities or be ac­
cumulated for futu re speculation or for  the purpose of purchasing. 
Is  that  right, Doctor ?

Air. Groseclose. Yes.
Mr. P assman. Now, the poin t th at you people could get over, in my 

candid opinion, rath er than  quarreling with these percentages, is not 
proving it 80-percent inaccurate—which it is, of course—but to pick 
up where I am leaving off.

You should point when you are shipping out our resources against 
the dolla r credits, tha t the payment for the invoices are collected from 
the U.S. Treasury downtown. Not from anything tha t the recipient 
nation  may have earned, but righ t out of the taxpayers’ till , thereby 
releasing the dollars they earn or convertible currences, the foreign 
exchange they may have to their  credit to do whatever they may 
well please. Because they do not need, then, thei r own earnings to 
purchase what they need from America.

So it defeats itself. If  it is good, and you are going to continue 
it for the purpose of creating these 700,000 jobs, if tha t is sound 
economics, then we would be much more prosperous by increasing it 
maybe to $20 billion and then we would really have a lot of prosperity. 
The trouble is, your natural resources would run out; wouldn’t they?

Doctor, does my observation make sense to you ?
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Mr. Groseclose. Absolutely. I think the difference lies in this : 
Tha t this money is being spent in this country. Therefore, it creates 
jobs. Now, of course, the percentage becomes important there be­
cause if a hundred percent were spent immediately, then presumably 
you would create more jobs, but the significant thing is th at 20 per­
cent, even by their  own figure, is not spent here but is taken down in 
the form of dollar  claims and in gold. We are approaching the point 
where our dollar  is going to be worth what the ruble was. I would 
like to display for the committee this hundred thousand ruble note, 
which is what the dollar is going to go to if we do not stop this  drain 
of gold through  the foreign aid.

Mr. Passman. Do I grasp this idea sufficiently to make my points 
abundantly clear?

Mr. Groseclose. Absolutely.
Mr. II arnisciifeger. There is another important  point, sir. We 

are pouring  bills into all of these world banks and Inter-American 
monetary  funds and various lending agencies and those in turn  are 
spent on a multila teral basis to the lowest bidder. We take tha t 
money and put it into Argent ina. They in turn  will buy from the 
lower bidder. We can no longer compete. Sales go to Germany 
and Japan. This fu rther drains our dollar reserve.

Mr. P assman. Go right ahead, General.
General Fellers. Farm products are exported. It  is claimed tha t 

they are bought. But they are bought with so ft money. We cannot 
use it, so farm products are a gift .

Then in the IT.S. News & World Report of August 6, they have an­
other  quote:

The sum of $76,(590,495 has been paid  to U.S. firms dur ing  the  first  4 months 
of 19(52 as a resu lt of the U.S. program of economic assis tance in underdeveloped 
nat ions of the world.

Government contracts for foreign aid materia ls bring  profits to 
U.S. corporations, and may have influenced some of them and thei r 
workers to endorse foreign aid. However, when the manufacturers’ 
products are given away, our wealth diminishes accordingly.

Mr. P assman. I want to say the U.S. News & World Report did not 
pinpo int that, did they?

General Fellers. No, sir.
When the manufac tured products are given away, our wealth di­

minishes accordingly. Money spent for goods and services to be 
given away creates buying power but not consumer goods for Ameri­
cans. Thus the aid program creates inflation.

I think this is an important point. Moreover, when industr ial 
products are shipped abroad as gifts, no foreign-held dollars are 
returned to the United States.

Mr. P assman. Would you supplement it if this is correct? You 
are also drain ing off our natura l resources from a limited reservoir?

General F elleks. That  is right.
Mr. P assman. Good.
General Fellers. When these goods go overseas-----
Mr. Passman. Off the record.
(Discussion off the record.)
General Fellers. When these products go overseas free, then the 

dollars that have been amassed in these foreign countries are not spent.
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Foreigners can buy gold with them. In other words, our object 
should be to reduce the $23 billion worth of credits, which the Centra l 
Banks own, by selling them goods, b ut we give the goods away and 
dollars accumulate. Foreigners do not spend their  dollars. They 
buy gold instead.

Mr. P assman. Mr. Rhodes.
Mr. Rhodes. Tha t has sort of a cumulative, or double-barrelled, 

effect does it not ?
General Fellers. I th ink i t does.
Mr. Rhodes. In  other  words, they have dollars. We give them 

goods. They can then use the dollars for anyth ing they want to, in­
cluding the  purchase of gold.

General Fellers. That is righ t, or invest it in our country.  Wh at 
we want to do is get the dollars back.

Mr. Passman. Sell them something for our dollars  ?
General Fellers. Yes, sir.
Mr. H arnischfeger. That is why they are increasing their national 

wealth and we are decreasing ours.
Mr. R hodes. You bring in the point Dr. Groseclose made, that  pro­

ducing goods in the United States and sending them out, but reta in­
ing the dollars earned by persons who produced the goods, is infla­
tionary. That is another point that has not been made very fre ­
quently'.

Mr. I ■\assman. Repeat that. Tha t is good.
General F ellers. I will read it. May I illustrate? When we went 

into the Philippines for the liberation, papaya and mangoes which 
sell for maybe 5 centavos in peacetime, couldn' t be bought for $2 or 
$3 because we had the money but not the goods.

Mr. P assman. I follow you.
General F ellers. That  is what I am try ing  to say here.
Where the manufacturers ’ products are given away our wealth 

diminishes accordingly. Money spent for  goods and services to be 
given away creates consumer buying power. The money goes to the 
laborers but not consumer goods for the American earners of those 
wages. Of course, th at is inflationary. You are  p utting out money. 
The goods are-----

Mr. Passman. Off the record.
(Discussion off the record.)
Mr. Harnischfeger. Let me emphasize this point. At  one com­

mittee hearing they asked me, “ You fellows are beneficiary of some 
of this foreign aid,” which we undoubtedly are. I told them, “Sure, 
but No. 1, we used to do business on hard  currency and we did not 
do quite as much export but we did a profitable export. If  this con­
tinues, they are dislocating one industry afte r another and afte r i t is 
dislocated, we are all tied into the subsidy and the longer th is is con­
tinued, the more difficult it will be to get  industry back on the rails in 
America.”

Mr. P assman. You are dealing with an artificially created situ­
ation worldwide. You do not know the p art  of it  that is genuine, the 
part, of it that, is subsidized and whether or not  many of the luxuries 
tha t these people requisition they  actually need. They may buy them 
because you give them the dollars. I t certainly could very easily be 
upsett ing the economy of the world at the expense of the U.S. tax ­
payer.

87948—162— pt . 3----- 81
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Mr. Harnischfeoer. Not only that , but our free gift s in Latin  
America, I believe, a re being used to buy out industries—American 
and local—and then in turn Latin Americans are shipp ing their 
funds into Switzerland, which is nonproductive. In  other  words, 
they are gettin g their  gold into safe havens. They are taking it 
away f rom us.

General F ellers. This is still from the U.S. News & World Report 
of August 6:

* * * AID  iss ue d a St at e- by -S ta te  ac co un ting  of  $4.4 bi lli on  ai d th a t w en t to  
Amer ican  bu sine ss  firms  in  th e la s t 8 ye ar s.

'fhe Citizens Foreign Aid Committee has made a study of aid in­
come for the State of Indiana during 1954 to 1959, inclusive. During  
this period Indiana’s industry produced and sold $12 million in for­
eign goods. The tax burden upon her industries and taxpayers to 
support our foreign policy of global aid was $568 million—-48 times 
as much for foreign aid as foreign aid brought to Indiana.

Turning  back to the  U.S. News & W orld Report of Jul y 30, 1962, 
page 36, they have a graphic illustration of gold throughout  the world. 
The United States is pictured as owning $16.3 billion or 34 percent 
of the world’s gold supply. (I t is now down to $16.1 billion.) Ac­
tually , foreign central banks own $23 billion in short-term credits 
redeemable in our gold reserve. If  one had $16,000 in the bank but 
had issued IO U’s to taling $23,000, his assets could scarcely be listed 
as $16,000.

Mr. Passman. The law requires a 25-percent gold reserve against 
our currency in circulation. Presently the amount of currency in 
circulation demands that it be supported with $12 billion gold. Is 
tha t your understanding, Doctor?

Mr. Groseclose. Yes.
Mr. P assman. Any time a country's currency is adequately sup­

ported by gold, then it is a strong currency. When it loses tha t sup­
port , it becomes a weak currency. Is t hat  a correct sta tement as you 
understand it, Doctor?

Mr. Groseclose. That is my understanding of it.
Mr. Passman. Under the amended law, I believe, foreign claims 

outrank our claims. So as to get this statement completely accurate, 
you have $16 billion in gold reserves that  require $12 billion to support  
our monetary system. It  leaves $4 billion to meet $23 billion to 
support the c laims; but mathematically  speaking, if they should exer­
cise tha t righ t and choice by our law and international law, to say, 
“We want you to redeem these dollars in gold” ; we have $4 billion 
only to  meet $23 billion. We would have to get the $12 billion tha t 
we have in reserve to support our own monetary system. We would 
not have sufficient gold. Then we would have one of the world cur­
rencies not supported by gold. It would become weak and not at­
tractive in world markets. Is t ha t your observation?

Mr. Groseclose. Yes, sir.
General F ellers. That is right.
May I add that I know you are g iving mature consideration to this 

problem and this is the happiest day I have had since I  have been 
wit h the Citizens Foreign Aid Committee.

Mr. Passman. I want to say, gentlemen, tha t the committee is very 
pleased that you would take  the time out of your busy lives to appear
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before the committee. We have had some wonderful American cit­izens before the committee. You men are the ones who must meet payrolls, make the profit by which we can continue supporting  our Government, our domestic and foreign programs.If  you are to remain in business, you have to continue giving your time and thought to the subjects we have been discussing because unlike a government, a government can run on borrowed money, un­balanced budgets, deficit financing, but a business cannot run very long on th at basis. If  business should operate like the Government, businesses would not be in business very long. If  the Government continues operat ing as i t is operating  now, we will be in business on an entirely different basis. If  the Government goes down, then, of course, we take you with us.
When I say “go down” I  am speaking about inflation, to where you are destroying the life savings of millions of Americans, who bought annuities  and who bought insurance and who retired. You are not only spending money you are making, but you are dipping over into tha t category and giving them less for thei r saved dollar than they thought  they would get at the time they saved them.I certainly hope you will keep this organizat ion going. I know nothing about where you get your finances. I know nothing about the financial position of the organization. I also want to say I do not always agree with  you in all of your conclusions, but in the whole they are very, very valuable. There has been a lot of research put into it. 1 hope you will, as your organization remains alive and be­comes more healthy, without  exception pin your points down with accurate statistics because your weight then can be fully felt around the country.
Judge Rhodes ?
Mr. Rhodes. I just  wanted to associate myself with your remarks, Mr. Chairman, about the quali ty of the  witnesses and the individuals we have had before us today. It  is a real pleasure to see you here and to listen to you and have your statements. You have been and are very helpful to the members of this committee in our attempt to do our duty as American citizens and as Members of Congress to keep under control a program which has been distorted  out o f all recogni­tion. I do not think  there is any doubt tha t once upon a time there was some reason for it, but the elements which were contained in the early aid programs and which caused thei r success, are not present any more.
Also I  want to  say, Mr. Chairman, tha t the f irst names of members of the national committee listed on the letterhead happen to be that  of Mr. Fra nk C. Brophy,  from Arizona; Mr. Clarence Budington Kelland , former Republican national committeeman from Arizona; and former Chief Just ice M. T. I‘helps of the Arizona  Supreme Court; two Democrats and one Republican, and three of the finest citizens this country ever had.
Mr. Passman. I want to say you have a lot  of fine citizens on this  committee.
Mr. H arnischfeger. Let me make a few remarks, gentlemen. The only reason tha t we still have some hope of turni ng this is because of men as are represented here on this  committee.Mr. Passman. You use tha t in the  plural.
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Mr. H arnischfeger. Yes.
I was talked into taking  on this chairmanship 4 or 5 years ago. I 

had been on the board of the NAM, chairman of the  Spending Com­
mittee of the Council of State  Chambers and some people felt tha t 
this aid was going to be an extremely serious program. I was one of 
the first Americans who went into E urope  afte r the war. 1 saw that 
country completely devastated and sure, when you see the lights of 
civilization nearly out and ask why did it happen, sure, they had dic­
tators largely because of weak currency and the breaking down of 
the internal  economy of Europe. That is what started Hitle r. That 
is what started the ball rolling. Fina lly, with a lot of people like 
ourselves, they wind up in concentration camps. We bailed them 
out. Nobody will bail us out. It  is only for t hat  reason, and 1 think 
I have heard as clear a conception from any man in politics, about 
where we are traveling. We are first going through deflation and 
afte r we are going through tha t we are going to ge t into the position 
tha t you talk  about. Instead of  giving so many millions we will give 
many more millions away in pape r money. As we do that we will find 
ourselves ru nning out of working capital, we will find industry get­
ting into chaos.

I think  this has much broader implications. Of course, the ques­
tion tha t we ask is how can we be helpful. I talked to Ronner this 
morning. I said we have a lot of friends in the American Medical 
Association. They have been extremely strong people. We might 
send them some telegrams, to try  to get busy and try  to get more 
pressure on Congress. We will try  to take these people with us. We 
have supported this religious organization for many years. We will 
try to get religious organizations, small business associations, the 
Council of State Chambers, and other organizations that  are on our 
side in order to try to get the heat on Congress. We are looking for 
suggestions as to when this is coming up and when we can st rike to 
the best advantage within, I imagine, the next few weeks.

Mr. P assman. We have requests from several individuals and rep­
resentatives of various organizations who have requested that their  
statements be printed in the record. As soon as (hey are received, 
they will be inserted in the record at this point.

Thank you, gentlemen.
(The following statements were received by the committee:)

S ta tem en t  of  D avid H.  Scu ll , in  B eh a lf  of t h e  F rie nds Com m it tee  on 
N ati onal  L eg is la ti on

My na m e is  Dav id  II . Scull . I am  a mem be r of  ilie  Rel ig ious  So cie ty of 
F ri en ds,  an d am  sp ea ki ng  to da y in  beh al f of th e F ri en ds Com mitt ee  on N at io na l 
Leg is la tio n,  of  who se  po lic y co m m it tee I am  a me mb er.  O ur co mmitt ee  doe s 
no t cl ai m  to sp ea k fo r al l Q ua ke rs . W e do find th a t man y of  us  arr iv e a t ve ry  
su bst an ti a l ag re em en t as  we  tr y  to an al yz e nati onal pr ob lems in  th e ligh t of  ou r 
re ligi ou s pr in cipl es . I t  is fr om  such  a vi ew po in t th a t I am  sp ea ki ng  toda y.

I am  a bu sine ssm an , pre si den t of th e  T urn pik e P re ss , a pri nting  firm  in 
Ann an da le , Va. , w he re  I ha ve  l iv ed  fo r 21 ye ar s.  Pre vi ou sly,  I ha d seve ra l yea rs  
of  Gov er nm en t se rv ice , an d in  fa c t w as  w ith  th e po in t 4 pro gr am  in  it s fi rs t 3 
years  bef or e leav ing to  e n te r our  fa m ily bu sin ess.

In  ad di tio n.  I ha ve  been ac tive  in  th e co op er at ive an d cre d it  un ion mo vemen ts 
fo r more th an  25 ye ar s.  F or 10 year s I ha ve  be en  a d ir ecto r of  Nat ionw ide 
In su ra nc e,  a co op erat ively or ie nt ed  gr ou p of  co mpa ni es  of Co lum bus. Ohio. As 
ch ai rm an  of  th e in te rn ati onal co m m itt ee  o f th a t bo ar d,  I he ad ed  a five -ma n team  
w hi ch  sp en t a mon th  in  In d ia  ju s t la s t fa ll,  st ud yi ng  th e co op er at iv e mo veme nt.



1269

In  co nn ec tio n w ith th is  we  ca me in clo se  to uc h w ith  m an y as pec ts  of  bo th  pub­
lic ly  a nd  p ri vat el y  f inan ce d pro gr am s of  te ch ni ca l as si st an ce .

At va ri ou s tim es  I ha ve  tr avele d  in more th an  25 fo re ig n co un tr ie s.  I am  no 
pr of es sion al  e xper t on  fo re ig n ai d an d de ve lopm en t, bu t ra th e r an  in te re st ed  la y­
m an  wh o ha s had  un usu al ly  good  opp ort unit ie s to  look a t th is  su bj ec t from  
se ve ra l di ff er en t poi nt s o f view.

AID EXTENDED FOR MILITARY REASONS MAY BOLSTER DICTATORSHIPS

You prob ab ly  kn ow  th a t as  Q ua ker s we  h av e be en  s uppor ting th e econom ic an d 
so cial  a sp ec ts  o f f or eign  ass is ta nce r a th e r th an  th e m il it ary  p ro gr am . We opi>ose 
th e  re qu es t fo r $1.5 bi lli on  fo r m il it ary  ass is ta nce  in  fis ca l 1963 and  th e su m s 
fo r m il it ary -r ela te d  item s in  o th er  p a rt s  of  th e  bi ll.  I am  no t going  to  be labo r 
th is  po int. I wou ld  ju s t like to re co rd  our co nv ic tio n th a t m il it ar y  as si st an ce , 
and eco nomic ass is ta nce  det er m in ed  pri m ari ly  by m il it ary  co ns id er at io ns , of te n 
bol st er  to ta li ta ri an  d ic ta to rs h ip s which  may  ha ve  as  m an y unpl ea sa nt ch ara c te r­
is ti cs  as  an y M ar xis t regime.  Spa in  has rece ived  mor e th an  $500 mill ion of 
m il it a ry  ai d  fr om  th e U ni ted Sta te s.  Ye t tw o Sp an ish- sp ea ki ng  Qua ke rs , Na nc y 
and G era rd  Neg els pach , wh o ha ve  re ce nt ly  sp en t 15 m on th s tr av el in g in  Sp ain,  
qu ote a Sp an ish fr ie nd a s sa y in g :

“ ** * * Th e Spa ni sh  pe op le  do  not  unders ta nd  wh y th e U ni ted S ta te s con­
clud ed  tr ea ti es w ith  Fra nco  which , al th ou gh  de al in g in m il it ary  m att ers  are  
in  f a c t he lp ing to su s ta in  th e F ra nco  d ic ta to rs h ip  an d,  in conse quence , do n ot hi ng  
to  fu rt h e r th e  de cl in ing fr ie ndsh ip  th a t th e op pr es se d Sp an ish peo ple  lnrve fo r 
Amer ica.  Thi s do es  not  mea n th a t Amer ica sh ou ld  no t ca re  fo r it s de fe ns es  
again st  co mmun ism  (w hi ch  is  bu t anoth er  f or m  o f d ic ta to rs h ip ),  hu t I do be lieve , 
ho wev er , th a t th is  d ic ta to rs h ip  which  exis ts  to da y in Spa in  is pote ntial ly  as  
da ng er ou s fo r th e “f re e  w or ld ” as  com mun ism  i ts elf .’ ”

The  N eg elsp ac hs  go on to  sa y :
“D uring th e re ce nt 25 th  ann iv ers ary  of  th e F ra nco  regi me ce le br at ed  in al l 

p a rt s  of  Spa in  bu t w ith a la rg e m il it a ry  para de  in  M ad rid,  mu ch  of th e eq uip­
m en t w as  from  th e U ni ted S ta te s.  W he n th e av er ag e Spania rd  see s th a t,  he  is 
kep t in  line  (a nd  we ca n pe rs ona lly a tt e s t to  one ve ri fia bl e occasio n wh en U.S.  
p la ne s w er e us ed  to •da mp en  th e sp ir it s ’ of  a p a rt ic u la r town a ft e r a minor  
upri si ng) th en  he na tu ra ll y  co nc lude s th a t th e U.S . Gov ernm en t is  i n leag ue  w ith  
F ra nco  a gain st  h im .”

ECONOMIC AID AND TECHNICAL ASSISTA NCE VITAL

We su pp or t th e br oa d po licy en ac te d by  th e Con gres s a t th e be ginn ing of th e 
Ac t fo r In te rn a ti ona l Dev elop men t of  1961, an d su pport  th e  adm in is tr a ti on ’s 
budg et ar y re que st s fo r fiscal 1963 fo r th e Dev elo pm en t Lo an  Fu nd , th e Alli an ce  
fo r Pro gr es s,  and th e U.S.  te ch ni ca l as si st an ce  pr og ra m . We hea rt il y  en do rs e 
adeq uat e fu nds fo r U.N . te ch ni ca l ass is ta nce  and aid  fo r re hab il it a ti on  of  
re fu ge es  in th e Middle  E as t.  W e feel th a t th es e pr og ra m s,  alo ng  w ith  th e 
Pe ac e Co rps , re pre se nt some  of  th e  mos t co nst ru ct iv e ef fo rt s th a t ou r Gov ern­
m en t i s m ak in g in  t he  w or ld  to da y.

I sh al l no t tr y  to mak e an y det ai le d  an al ysi s of  th e ai d pr og ra m , bu t th er e are  
some  ch an ge s in em ph as is  which  I w ill  su gg es t, an d I am  su re  th er e a re  man y 
oth er im pr ov em en ts  w hich  o ug ht  t o be  m ad e. Su gg es ted changes:
Mo re fu nds thro ug h the U.N.

U.S . a id  fu nd s sh ou ld  be  ch an ne le d th ro ug h th e U ni te d N at io ns an d o th er  
in te rn a ti ona l or ga ni za tions  to  th e  m ax im um  exte n t po ss ible.  I t is fr eq uen tly  
po li tica lly and psyc ho logica lly  muc h eas ie r fo r a co un tr y to  ac ce pt  m ult il a te ra l 
th an  b il a te ra l aid.  In te rn a ti ona l ai d  pro gr am s ca n al so  dra w  up on  te ch ni ca lly 
tr a in ed  peop le of m an y la nds an d re ce iv e co ntr ib utions  fr om  a vari e ty  of na tion s.  
In cr ea se d confi dence n ee de d be tw ee n Co ng ress an d the E xecu ti ve

Th e a tt it u d e  of Co ng res s, an d th e  sp ir it  in  which  Con gres s ap pr oa ch es  th e 
annual au th ori za tion-a ppro pri at io n  re que st s,  a re  of  th e g re a te st  im po rtan ce , an d 
I hope  I w ill  no t offe nd if  I sp ea k fr ankly . A pro gr am  su ch  as  t h is  ne ed s cri ti cal 
a tt en ti on  from  Co ngres s. As a ta xpayin g  bu sine ss m an  I do no t w an t my mo ney  
w as ted.  B ut th ere  is  m ore  t h an  on e w ay  to w as te  m one y.

On e way  is  to  tr y  to  ru n  too mu ch  by  bro ad  ge ner al iz at io ns.  One gen er al iz a­
tion  th a t has wor ke d it s way  in to  th e  fore ig n a id  p ro gra m  is th a t lo an s ar e  b ett er 
th an  g ra n ts . W he re  a co untr y  ca n re a li st ic a ll y  m ee t th e ob lig at ion,  lo an s are
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bett er th an  g ra n ts . B ut  co unt ri es  an d si tu a ti ons vary  so mu ch  th a t th e ir  needs 
sh ou ld  he th e de te rm in in g fa cto r an d not our  adm in is tr a ti ve an d legi sl at iv e 
ge ne ra liza tion s.

So met im es  I al so  ge t th e  fe el ing of  too  mu ch  be ing ex pe ct ed  too  qu ickly,  w ith  
em ph as is  on get ting  f un ds  c om m itt ed  an d mo ney sp en t be fo re  th ere  is re al ly  tim e 
fo r th e ri g h t de cision s to  be made. T here  ne ed s to  be  a firm  ba si s on  wh ich  
long -te rm  pl an s ca n he la id , w ith  co ng re ss io na l au th ori zati on  su pport in g  lon g­
te rm  pl an ni ng  fo r te ch ni ca l as si st an ce  a s  wel l as de ve lopm en t aid.  Su ch  pla n­
ning  re qu ires  s ou nd  r es ea rc h w hich  s ho ul d be  p ro vi de d for .

So met im es  I ge t th e idea  th a t peop le in th e  Dev elo pm en t Ag ency it se lf  may  
no t feel  th ey  ca n be  comp let ely  fr ank  about th e ir  prob lems fo r fe ar th e  in fo rm a­
tio n will  b e us ed , no t to  h elp so lve  t he  p robl em s, but  to  tr y  to  d is para ge th e wh ole  
pr og ram. A ba si s fo r conf ide nce is one of  th e m os t im port an t el em en ts  in a ll  of  
th is  th a t we a re  do ing— an d I sa y “we ” th in kin g of  m ys el f as  an  Amer ican  cit i­
zen w ho is  a  p a rt  of it.  Confidence is ne ed ed  be tw ee n th e  C on gress an d th e Ex ec ­
utive . be tw ee n ou r te ch ni ca l st af f ab ro ad  an d th e ir  coun te rp art s in  th e o th er  
co un tri es . I t ta kes tim e to  de ve lop su ch  confiden ce,  an d it  ne ed s to  be  bo th pe r­
sona l an d or ga ni za tion al .

Exa m pl e of  For d F o u n d a ti o n : As one ex am ple of  how  lo ng -ter m  pla nn in g 
an d firm  su pp or t fro m th e ho me ba se  ca n op er at e,  co ns id er  th e  w onder fu l work 
the Ford  Foun dat io n is do ing in  In d ia , es pe ci al ly  in  in cr ea si ng  food  pr od uc tio n.  
Dr.  Dou glas  Ens m in ge r is do ing a good job . He  has  been th ere  9 or  10 yea rs  
an d th e  ke y peop le of  In d ia  know  an d tr u s t him . B ut th is  co me s ab out no t 
only be ca us e of  hi s pe rs ona l abil it y  but eq ua lly  be ca us e In dia  kn ow s th e  For d 
Fou nd at io n is th er e to  do a job . w on ’t blo w hot an d cold, an d wo n’t end th e 
pr og ra m  w ithout pl en ty  of no tic e. T hi s does no t mea n th e fo un dat io n does no t 
ta ke  a ve ry  cri ti cal loo k a t th e ir  ow n pr og ra m . W hi le  w e w er e in  In dia  we  sa w 
Dr . C ar l Tay lo r, pe rh ap s A m er ic a’s g re a te st  ru ra l socio logist,  wh o had  com e 
to an al yze cert a in  as pe ct s of  th e ir  work.  B ut Dr. T aylo r w as  on ly loo king  fo r 
way s to  st re ng th en  th e  p ro g ra m : it s  ba sic ob ject ives  wer e fu lly ac cepted .

No w I  am  re ali st ic  en ou gh  to  kn ow  th a t fo re ig n ai d  is a w on de rful  po lit ic al  
is su e lo ts  of  tim es , an d I al so  kn ow  th a t th ere  a re  ab us es  whi ch  ca n develop  
w he ne ve r la rg e am ou nt s of  mo ney are  sp en t al l ov er  th e  wor ld . B ut I th in k 
we co uld mor e qu ick ly  an d ea si ly  co rr ec t som e of th e  prob lems of  fo re ign ass is t­
an ce  if  yo u ge nt lemen  an d yo ur  st aff  ass is ta n ts , an d th e mem be rs  of  som e ot her  
co mm itt ee s,  cou ld pu t yo ur se lves  a li tt le  more in to  th e shoe s of  th e  AID  peo ple , 
co uld conv ince  them  th a t if  th ey  a re  sick  you  a re  th e do ctor s an d no t th e under ­
ta kers , an d could  loo k a t som e of th e fiscal an d pe rson ne l re s tr ic ti ons bui lt  in to  
th e pro gr am  an d as k w het her  th es e a re  re al ly  he lp ing th e ob ject ives  you  ha ve  
st a te d  an d wh ich  th e Ag enc y is co mm itt ed  to  c arr y  out.
Mo re em ph as is  on d ev el op men t o f hu m an  res ou rces

I f  I w er e to  mak e any one cr it ic ism  of  th e pr og ra m, it  wo uld be th a t too  mu ch  
em ph as is  is pla ce d on mo ney an d m ate ri a ls  an d not enou gh  on i>eople. W e ta lk  
about th e  counte rp art  fu nds in  fo re ign co un tr ie s.  So met im es  we  tend  to  dis ­
re ga rd  th e  mo st im port an t coun te rp art  of  al l, th e loc al peo ple . I t is th e i>eople 
wh o need th e te ch ni ca l tr a in in g , th e  socia l ou tlo ok , an d th e  m ot ivat ion to  ru n 
th e in st it u ti ons whi ch  we  he lp  to  se t up, an d put  in to  ope ra tion  tec hn olog ica l 
ad va nc es .

F or ex am ple, on e of  In d ia ’s ov er ri din g prob lems a t th e pr es en t tim e is to 
ac hi ev e a su bst an ti a l in cr ea se  in  food  pr od uc tio n.  A g re a t de al  of  ag ri cu lt u ra l 
ex pe rim en ta tion  has be en  do ne . T he leve l of sc ient ifi c kn ow ledg e is  f a r  bey ond 
it s ad op tio n by th e  o rd in ary  fa rm er.  F er ti li ze rs , cu lt iv ati ng  im plem en ts,  an d 
pr od uc tion  c re dit  a re  n eeded. The se  t ake  money. B ut th e m os t a cu te  shor ta ge of 
al l is in th e hu m an  in st it u ti ons whi ch  ca n he lp  th e fa rm er us e w ha t is al re ad y 
know n. The  In d ia n  Co uncil  on A gri cu ltura l Res ea rc h,  w ith  th e Roc ke fe lle r 
Fou nd at io n co op er at ing,  has no w deve lope d fo ur ve ry  good st ra in s o f  dou ble- 
cros s hy br id  co rn , or maize  a s  th ey  ca ll it.  The se  a re  now re ad y to go in to  pr o­
du ct io n an d d is tr ib ution . In  se ve ra l hund re d th ousa nd vi lla ge s of In dia  th er e 
a re  co op erat ive so ci et ie s dea ling in se ed  an d fe rt il iz e r which  cou ld han dl e th is  
hy br id  seed. B ut in  b etwee n th ere  is  a trem en do us  g a p ; som e ca pital  is  needed, 
bu t p ri m ar ily  th e ne ed  is  fo r tr a in ed  m an ag em en t and th e  st ru ctu re , w het her  co­
op er at iv e or  pr iv at e,  which  ca n pi ck  up  w he re  th e  ag ri cu lt u ra l sc ie nti st s ha ve  
le ft  off. Th e pr od uc tion  of  m ill ions  of  ac re s of  co rn  la nd could  be mor e th an  
tr ip le d if  hyb rid se ed  co uld  be m ad e av ai la bl e.
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More emphasis on social outlook
When those in charge of the AID program do think about the human side, they 

tend to emphasize purely technical training. This is important, but it is often the 
easiest thing to get across. The social outlook, the ability to motivate oneself 
and others, the capacity for leadership within a democratic framework, or the 
well-rounded manager ial outlook which is chara cteris tic of the best examples of 
American cooperative and private  profit business—these are some of the most 
important things which America should be able to contribute from its  vast experi­
ence to the newly developing countries of the world.

Someone may say thi s broader approach is not our business, we should stick to 
purely technical training. Last February 6 a rebel movement was launched in 
Guatemala. It  turned  out tha t both the rebel and the loyalist officers were 
trained in the U.S. guerilla war trainin g school at  Fort  Gulick in the Panam a 
Canal Zone. No, we cannot avoid some responsibility for the context within 
which our technical tra ining  takes place.

This is not a matte r of substituting training for other kinds of projects be­
cause effective train ing does not take place in a vacuum. It  is a mat ter of test­
ing virtua lly every project proposal by two crit er ia: Will it meet a genuine eco­
nomic need? and Will it be installed or administered in such a way as to develop 
counterpar t human resources as well? In many cases there should be a third  
cri ter ion : Will the activity  s trengthen the democratic fabric  of the nation or the 
community? This is where cooperatives, credit unions, community self-help 
projects, and  other democratically based organizations have a special value—they 
give people direct experience in economic democracy, in tackling problems which 
immediately affect them, in making decisions which they and their families will 
have to live with.
More emphasis on educa tion and community development

It  is not  only individual projects which should be tested by these criteria, but 
the whole program for a country. In this sense we want to suggest that  there 
may be an  unfor tunate tendency to downgrade the importance of education and 
community development in favor of projects involving concrete and machinery.

In many countries a crash program on literacy should be undertaken. People 
cannot benefit from technical information, suggestions on health and sanitation, 
on proposals for increasing food production, jus t to cite a few examples, unless 
they can read. When Raymond Wilson of the FCNL staff visited Kenya last 
December, he was told by a leading official tha t “there is an extreme shortage of 
secondary schools and of teachers to t rain  teachers in Kenya. It  is in these two 
areas  tha t help is most needed from the United States so that  we may have the 
necessary leade rship for the development of education in thi s emerging country.” 
Yet when Raymond Wilson passed on th is request to Assistan t Secretary of State 
for African Affairs, G. Mennen Williams, he was told tha t such funds for Africa 
were very, very limited.

Again I  urge tha t you gentlemen of the Congress let the Adminis trator of the 
Agency for Inter natio nal Development know tha t you are looking beyond dollar 
expenditures and beyond dram atic physical symbols in evaluat ing his programs. 

More emphasis on following through on programs
We also need more thinking through and following t hrough on what we aro 

doing. It  makes littl e sense to help people to learn to read if  we leave them with 
no reading materials in thei r language and at thei r level of interests. Yet this 
is what  I have seen in Egyptian villages. It  makes little  sense to bring people 
to the United States for train ing and then to pay no fur the r attention to them 
afte r they go bac k; yet in many countries we never know who the almumni of 
our programs are.

THE GOAL:  DEV ELO PME NT OF SE LF -R EL IA NT , DEM OCR ATICAI.LT ORIENTED PEOPLE

Let me conclude with one example of t he kind of activity which is capable of 
changing the face of the globe, both economically and socially. In Gujerat 
in western India, north of Bombay, is the Kaira Distric t Cooperative Milk 
Producers Union. Its  54,000 members average one and a half  buffalo cows 
each. A modern, sanita ry, efficient dairy plant  supplies fluid milk to Bombay, 
and makes butte r and milk powder products for sale all over India. It  has a 
manager who was traine d at  Michigan State, and most of his top staff have been 
to college in the United States. The income of the farm er member from his



1272

milk is eight time s wh at it was  when the  co-op was  organized about 15 yea rs 
ago. The mana gement is ale rt and  progressive, and they ar e reac hing  out  in 
oth er fields to build for the ir members a limejuice-processing pla nt and an 
animal feed mill. Over a 7-yea r period the y are  aiming to double milk produc­
tion per anim al. Milk is collected in over 200 collecting stati ons . Members are 
encouraged to save  1 d ay’s income a month. Some of t he co-op’s m argi n is going 
back into schools, libra ries,  improved  wa ter  supply, and so on. When the co-op 
began, it was ju st  accepted th at  the  untou chab les and low-caste far me rs waited 
at  t he collection points unti l thei r bet ters had  been served. The co-op institu ted  
the  queuing system, and now if a H ar ija n (un tou cha ble ) gets the re first, the 
Brahmin gets in line behind. Here is a combination of an  activ e membership  
which supp orts  a keen manag eria l team  in perfo rmin g a function  which  is both 
economically a nd socially useful.

One of the  best ways  to develop our  prog ram  of techn ical ass ista nce  is to look 
all over the  worl d for opp ortunitie s to develop this kind  of ente rpri se, and then 
to help the  people involved wit h capital on a loan basis, with  techn ical ass ist­
ance—for example, this co-op is try ing  to find out  how to make  good cheese out 
of buffalo milk, which rea cts  differen tly tha n cow’s milk—an d with tra ining 
assis tance .

We would not  be able to claim it  as  a monument to American aid. In fact, 
the  more success ful we are, the less we will have  to exhibit, because  the people 
of the coun tries  with  which we are coop erati ng will feel th at  thes e proj ects  a re 
reall y the irs.  Bu t this kind  of people’s ins titu tion, with economic, social, and  
hum an res ult s inte rtwined, would be the best  memorial we could leave.

The American Legion, 
Washington, D.C., August 2, 1962.

Hon. Otto E. Passman,
Chairm an, Subcommittee on For eig n Operati ons, House  Committee  on Appro­

pria tion s, the Capitol, Washin gton, D.C.
Dear Congressman Passman : Please  find enclosed copies of two resolu tions  

which place the American Legion in opposition to any  type of fo reign  aid to any 
Commun ist or Communist-dominated country.

When the Foreign Aid A ssistance  Act of 1962 was being considered ear lie r this 
year,  the  American Legion made its  views known to both the Senate and  House  
committees. The American Legion was  extrem ely grati fied  with  the action  
tak en by the Senate  in this a re a ; however, th is author iza tion act, as finally 
passed,  perm its the cont inua tion  of aid  to  Communist a nd Communist-domina ted 
count ries.

Appreciat ing the  na ture  and  ult im ate  goal of int ern ation al communism, the  
Amer ican Legion is firmly convinced th at  aid to these countries can never really  
serve th e best inte res t of t he Uni ted State s.

We urge  you and  the  m embers of your subcommittee to elim inate  from foreign  
aid  ap pro pria tion s all  fun ds for  th is purpose.

If  the re is no objection, I would  appreci ate havin g this  le tte r included in the 
pri nte d record of the  hearings.

With b est wishes, I am,
Sincerel y yours,

Clarence H. Olson, Director.

National Executive Committee Meeting of the American Legion Held 
October 25-27, 1961

Resolu tion No. 6.
Com mit tee: Nat iona l securit y commission.
Subject: Mili tary aid  an d oth er aid  to  Communist-dominated countries, including 

Yugoslavia, opposed.
Wher eas the American Legion in national  convention assembled in San Fr an ­

cisco, Calif., in 1946 expressed  opposition to fu rth er  aid to the aggress ive 
Communist Government of Yugoslav ia ; and

Whereas the American Legion has consi stent ly since tha t time expressed its 
continued opposition to e xten ding  aid to tha t na tion  ; and

Wherea s the  American Legion and the Americ an j>eople have been shocked 
by the information th at  th is cou ntry ’s Armed Forc es have been and are  now 
engaged in tra ining and equipping the armed  forces of Yugoslavia : Now, there­
fore, be it
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Res ol ve d by th e na tion al  ex ec ut iv e co m m it te e o f the A m er ic an  Leg io n in  
re gu la r m ee tin g as se mbl ed  in  In di an ap ol is , In d. , Oc tob er  25-21 , 1961, T h a t 
th e  Amer ican  Le gion  re s ta te s  it s op po si tio n to  an y ai d  to  an y Com m un is t or  
Com m un is t-do m inated  countr y  and th a t we  do  not ex ce pt  Yug os lavi a fr om  th is  
cl as si fica tio n.

F orty-T hird  Ann ua l Nat iona l Conv ention of th e  American Legion, Denver, 
Colo., Septemb er 11-14,  1961

Res ol ut io n No. 459.
C om m it te e: F or ei gn  R el at io ns .
S u b je c t: For ei gn  a id .

W he re as  it  is  be comi ng  in cr ea si ng ly  ev id en t th a t m an y nat io ns of  th e  wor ld  
a re  r e lu c ta n t of  a ny  po si tive  o r co m m itt ed  st and  co nsi st en t w ith Amer ican  po lic y 
to  s te m  a nd  co nt ai n th e s pre ad  of wor ld  com mu nis m ; a nd

W he re as  m an y of  th es e sa m e nat io ns a re  pre se nt ly  or a re  abo ut to  become  
re ci p ie nts  o f A m er ic an  a id : N ow, th er ef or e,  be  it

Res ol ve d by th e A m er ic an  L eg io n in  Nat io na l Con ve nt ion as se mbled  i n  D en ve r, 
Colo.,  Se pt em be r 11 -1 },  1961, T h a t fo re ig n aid,  w het her  it  be m il it ar y, m on et ar y,  
or  eco nomic, be  lim ited  to  th os e nat io ns wh o show  a w ill in gn es s to  jo in  th e  
U ni ted S ta te s in  co m ba ting  co mmun ism .

Sta teme nt  of th e  U.S . Sectio n, W om en ’s I nt erna tio na l League  for P eace 
and  F reedom , Was hi ng to n, D.C.,  in  F avor of Appr opr iat ion s for th e 
F oreign Ass ista nc e Act of 1962

The  W om en ’s In te rn a ti ona l Lea gu e fo r Pe ac e and  Fre ed om  is  a n  org an iz at io n 
which  has fu nct io ne d ef fe ct iv ely fo r 47 ye ar s.  I t  is  comp osed of  wo me n of  
var io us ra ce s,  na tion s,  and  ph ilos op hi ca l ba ck gr ou nd s in te re st ed  in  wor king  fo r 
pe ac ef ul  cha ng e by no nv io le nt  mea ns .

F or a  nu m be r of years  econom ic ai d  has  be en  one of  th e ch ie f in te re st s of  
th e org an iz at io n.  On ly as  th e bas ic  ne ed s of  hum an  be ings  a re  m et  ev er yw he re  
ca n th ere  be st ab il it y  in  our  wor ld . W ithout st ab il it y  th e re  is  no peace. Our s 
is  th e ri chest  N at io n in  th e w or ld  to da y an d it  is in  our ow n se lf -i n te re st  to  
of fe r as si st ance to  th e ne wly  de ve lopi ng  na tion s.  M em be rs  of  th e W om en ’s 
In te rn a ti o n a l Lea gu e fo r Pe ac e and  Fr ee do m do no t, ho wev er , re gar d th is  as  
th e  pri m ary  re as on  fo r th e  pas sa ge of  th e  appro pri a ti ons of th e Fo re ig n As­
si st an ce  A ct  of  1962. W e wou ld urg e th e  appro pri a ti ons ap pr ov ed  pri m ar ily  
be ca us e we be lie ve  it  is  th e  ri gh t th in g  to  do. I t  is  bo th  th e  ob lig at io n an d 
pr iv ileg e of  ou r co un tr y to  a ss is t th e  de ve loping  nati ons to  a rr iv e  a t th e  plac e 
w he re  th ey  ca n ra is e en ou gh  food  to  ea t. Fo od  is  a ba si c ne ce ss ity  fo r ea ch  
in d iv id u a l; w ithout it  he  is  co nc er ne d w ith no th in g els e, fo r hunger  consum es 
him. Fre ed om  is mea ni ng less  to  a m an  w ith  an  em pt y stom ac h.  On ly as  hi s 
hu ng er  is  sa tisf ie d an d he  be gins  to  look fo rw ard  w ith  some  ass ura nce to hi s 
nex t m ea l c an  he  thi nk  b eyond his  p hy si ca l needs.

F or pr ob le m s in  ou r do mes tic  li fe  to day  cre at e mor e di ffi cu lty  th an  ou r ov er ­
flo wing  stor eh ou se s.  In  a wor ld  w her e mos t peop le ne ve r ha ve  en ou gh  to  ea t. 
our g ra nari es ha ve  become  an in cr ea si ng bu rd en  up on  our econom y as  we ll as  
up on  our conscie nce. Our  org an iz at io n  be lie ve s th a t hungry  hu man  be ing s 
sh ou ld  be  fe d re gar dle ss  of  th e  po li ti cs  of  th e ir  go ve rn m en t. W he n we  re ad  of 
st a rv a ti on  and  fa m in e in  Chi na  or  an yw her e in th e  w or ld  we  be lie ve  it  is  in ­
cu m be nt  up on  our Gov ernm en t to  find w ay s and m ea ns  to  sh are  our ab un da nc e.  
I t  is  con tr ary  to  al l hum an it ari an  and  re ligi ou s te ac hin gs an d be lie fs  to  m ai n­
ta in  e no rm ou s food  s urp lu se s whe n un to ld  nu m be rs  a re  th re a te ned  by st ar vat io n.

As ou r N at io n ha s at te m pte d to  pr ov id e econom ic ass is ta nce to th e de ve lop ing 
are as it  has  le ar ned  by  doing . We re g re t th a t ab out 10 tim es  more mo ney  ha s 
be en  pu t in to  m il it ar y  ra th e r th an  econom ic aid,  bu t th e  prop os ed  Econom ic 
A ss is ta nc e Ac t of  1962 show s w hat g re a t pr og re ss  has been  ma de . The  sing le 
adm in is tr a ti ve agency , th e Dev elop men t Lo an  Fu nd , th e a re a  de ve lopm en t plan , 
th e m an y an d var ie d  fa ce ts  of  nati onal li fe  now be ing ass is te d  a re  al l in di ca tive  
of  th e  m an y ad ju st m ents  whi ch  ha ve  be en  m ad e in th e pr og ra m . The y show  
th e des ir e on th e p a rt  of  thos e re sp on sibl e to m ak e th e  a id  as  he lp fu l as  poss ibl e. 
T he m or e th e  re ci p ie nt nat io ns th em se lv es  en ga ge  in  th e  in it ia l pro je ct  p la n­
nin g. th e  m or e su cc es fu l th e  pro je ct . T he le ag ue appre ci at es  th e  way  in  which  
pro gra m s from  th e s ta r t a re  now be ing en te re d  in to  co op er at iv el y by  th e  host
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and ass isting countries. It  would be helpful to work out a set of cr ite ria  in the 
same way to govern each development expansion program. Only as more and 
more ways  are  devised to develop sta nd ard s th at  are  economically sound and 
suite d to local conditions in each count ry, will the assisted  nat ion s come to the 
place where  they can car ry on themselves . As the  nex t step  in the  long trek  
of world development  the Women’s Int ern ati on al League for  Peace and Free­
dom s incerel y hopes that  this Appropria tions  Committee will recommend and the 
Congress vote for the $4,568,900,000 to enac t the Foreign Assis tance  Act of 1962 
for fiscal year  1963.

Statement of Dwight D. Townsend, Director, Washington Office, 
Cooperative League of U.S.A.

Mr. Chairma n and gentlemen of the  committee, we are  happy to present the 
views of the  Cooperative League membership in supp ort of the  foreign opera ­
tions appr opriation s. 1962. During the  pas t severa l years we have followed the 
developments of the foreign  aid progr am with very gre at interest. We feel 
th at  thi s progra m, despi te its minor  inadequacies, is most esse ntial  if we are  
to meet the  long and continu ed problems in the ba ttle for  a free world. The 
Cooperative League supp orts  the  program in the  form of reso lutions passed 
by its  membership at  each biennial congress for  the  las t decade. The league 
has also demonstr ated  its very gre at intere st in doing something for  the less 
privileg ed abroa d by provid ing its own programs of advice and  assi stan ce sup­
ported by some 15 million Americ an family owners of cooperatives included 
in the membership of the Cooperative  League. These rep res ent  farm supply, 
petroleum, insuranc e, housing, medical care, credit, consumer and  elect ric 
cooperatives.

It  is our  sincere belief  th at  one of the  most impor tan t facets of the foreign 
aid program is the promotion and development of cooperatives in developing 
count ries. Cooperatives owned and  contro lled by the  people they serve repr esen t 
a tru e form of democracy. In countrie s wher e coope ratives are  highly de­
veloped ther e has been no fear  of a governm ent “take over” by a mili tary  coup. 
Sweden and Denm ark are  good example s. And look at  Fin lan d where  the people 
recently  changed governments— very quie tly—by the  demo cratic technique. 
Cooperatives are  the v ery essence of democracy. One member , one vote, provides 
complete control based on use ra th er  tha n inves tment . Coope ratives  offer these  
new countries gre at opp ortunitie s in developing demo cratic  systems. They 
stim ula te the  stabili ty th at  stem s from ownership. They also serve  as labora­
tori es of democracy. Ownership enhan ces people’s living  pat terns.  Ownership 
cause s houses to be built and maintai ned , fields to be more productive, child ren 
to be raised in a more hea lthy  environment. Cooperatives, from  the simple form 
of a credit union to the highly complex form of a ma nuf act uri ng cooperative , 
provide people a chance at  ownership which could not be offered in any other 
way. The princ iples of democracy are  the  same, whether in the politica l, social, 
or economic a rea. Cooperatives  providing economic democracy bolster polit ical 
democracy—thu s produ cing und ers tandin g owners.

A portion  of the  1962 auth oriz atio ns will go to the Agency for Int ern ationa l 
Development for tra ining coope rative lead ersh ip and in helpin g to organize 
various types of cooperatives in developing countries.  One proj ect would pro­
vide for  tra ining and developing cooperative  lead ers in one pilot  country  to be 
selected—one in eas t and one in west  Africa . AID would con tribu te $180,000 to 
the  sponsor, Int ern ationa l Feder atio n of Agricu ltur al Prod ucer s, thro ugh  its 
U.S. members, the  Natio nal Farm ers  Union, the  Nat ional Grange and the  Na­
tional Council o f Far me r Coopera tives. Another  proj ect would involve develop­
ing a regional tra ini ng  cente r in Per u for  credit union leader s in Latin America 
and beginning cre dit  union development prog rams in five pilo t Latin American 
countr ies. AID is contributin g $160,000  to the  sponsor, the  Cred it Union Na­
tiona l Association.

The Cooperative League has  sponsored ano the r proj ect,  the  National  Co­
opera tive Trai ning Center, for  cooperative lead ers from developing countr ies. 
This  cente r has  been set up in cooperat ion with the  Uni vers ity of Wisconsin 
with  an init ial inves tment from AID of $140,000. There  are  several other 
projects which will help developing coun tries  provide cred it, housing, ru ra l elec­
trification , and other cooperative prog rams to brin g the  g rea tes t possible benefits 
to the people at the lowest possible cost. AID has  also been instrum enta l in 
bring ing techn icians  to this country for cooperative  trai nin g, and in some cases
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actual  employment  by cooperatives , and in sending  U.S. cooperative  techn ician s 
for  technical ass ista nce  purpose s. The foreig n oper ation s budget  thi s yea r 
would include a modest increase in this  program to help till the  growing  needs 
as they develop.

We would like to point out, Mr. Chairman, th at  these  investme nts are  in 
people—not in frivo lous gif ts which soon are  forgotten. These inve stme nts are  
in democracy which offers the  people the ir gre ate st oppo rtun ities to re tai n the ir 
prestig e and the ir dignity. Cooperat ives are  bringing to the people in addition 
to prid e of ownership  a sense  of respo nsibi lity in the ir communities, not only 
to the ir governm ent, but  to the ir neighbors and frie nds  who make up these 
coopera tives. Cer tain ly this is impo rtant.

We urge  p assage of the app rop ria tions bill.

Sta te m e n t  in  Su pp ort  of  t h e  F or eig n A ssi s t a n c e  Act of 1962, Su bm it te d  to 
t h e  F or eig n Oper a ti o n s  Su bco m m it te e  on  B e h a l f  of  D r. M . Mar ion Spect or , 
C h a ir m a n , I n te r n a ti o n a l  R el ati on s C o m m it t e e ; M rs . W al te r M . B a in , 
C h a ir m a n , L eg is la ti v e  P rog ram  C o m m it t ee , A m er ic an  Ass oci ati on  of 
U n iv er si ty  W om en

Mr. Cha irma n and members of the committee, the  American Associatio n of
Univ ersity  Women wishes  to subm it thi s sta tem ent  in supp ort of app ropr iation 
of the  funds auth oriz ed by the Fore ign Assi stance Act of 1962, for  inclusion in 
the  record of the  hea ring s of you r subcommittee.

Althou gh it  may be unn eces sary  to iden tify  the American Associatio n of Uni­
versity  Women to the  ma jor ity  of this subcommittee by which we have been 
so courte ously  received in the  pas t, we do so for  the  record. The American 
Assoc iation  of Unive rsity  Women is an orga niza tion  of  over 150,000 college women 
gra dua tes  organized into  approxima tely  1,500 bran ches in the  50 State s, Guam, 
and the Di str ict  of Columbia. Fo r over eight  decades the assoc iation  has pur ­
sued a study-actio n progra m. In the  lat e 19th  and  dur ing  the  ear lier years of 
thi s cen tury  i ts program was devoted prima rily  to the  impro vement of education . 
Since the  period  of World War  T the  atte ntion of the asso ciat ion’s members 
also has been direc ted tow ard improvemen t of thi s cou ntry’s inte rnation al 
relati ons.

The association has supp orted  the  basic princ iples  of the  Fore ign Assista nce 
Act ever since the  Mar shal l plan  was  first proposed. At its  most recen t con­
vention in Jun e 1961 the  assoc iation adopted resolutio ns and an  item in its 
legislative program reinf orcing this longstanding  position in fav or of “expan ding 
and improv ing programs  for  sound techn ical assi stan ce and  economic and social 
developm ent for  underdeveloped cou ntri es.” Inc ontrovertible evidence  of the 
belief  on the pa rt of our  membership in the  principle s on which the  Foreign 
Assi stanc e Act is based lies in the  associa tion ’s own prog ram  of fellowships. 
This  American Associatio n of Univ ersity Women prog ram dat es back to 1888 
when the  first  assoc iation fellow ship was  given. Since 1888 nea rly $3 million, 
collected in dimes and dolla rs, from (h is rela tive ly small grou p of women has 
been given in stipends. In 1945-46 gr an ts for  2 to 3 mon ths of stud y in this  
country  were given to 6 women from abroad, the  first of 757 in the  p ast  17 years. 
In this c ur rent  year appr oxim ately  .$125,060 is being given to 52 Americ an women 
for  pos tgra dua te work, and to 55 women from abroad. Some of thes e grantees 
are. of course, from the  newly emerging countries of Afri ca and from South 
America—are as to which thi s program is directed.

It  is our belie f th at  in the main, the  American people sha re the  sense of 
respo nsib ility  shown by our own m embership in the  economic and socia l develoj>- 
ment of the  peoples and the  economies of nat ion s in oth er pa rts  of the  world.

We do not come before this committee to say th at  ever ything about this  
progra m has been, or will lie in the  future , desi rabl e or successful. Nonetheless, 
we do believe tha t, on the whole, the successes  of thi s unpr edec ented  exj)er iment 
in defens e and development fa r outweigh its  failures.

Las t year in our stateme nt for the  record  of thi s subcom mittee’s hear ings  we 
welcomed the  new approach  to the problem of aid and the  new direct ion these 
proposals made possible for  the  U.S. foreign assi stan ce program .

As 3 months of the curre nt fiscal yea r had  passed  before the  appr opriations  
bill for thi s prog ram was signed by the  Pre sid ent  on September 30, it has not 
been possible, of course, to complete the  redirec tion  and reorgani zatio n of the 
program .
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In  th e eyes  of  th e as so ci at io n th e cau ti on  w ith  which  th es e ch an ge s are  be ing  
un der ta ken  is un de rs ta nd ab le . We rec og nize , th er ef or e,  th a t th e  new  tre nd s,  
wh ich  we welcome, are  now on ly  in  th e ir  earl ie s t st ag es . We addre ss  th es e re ­
m ar ks  in  part ic u la r to th e  em ph as is  up on  se lf- he lp , ov er al l co unt ry  deve lop ­
me nt an d long -term pl an ni ng  as  we ll as to in cr ea se d m ult il a te ra l co op er at io n in 
ai d ef fo rts .

It  is  eq ua lly under st an dab le  th a t in  th e  10 mon th s sinc e th e sign in g of  th e 
ap pro pri at io n  fo r th e AID  pro gr am  th e rec ipi ent, countr ie s hav e ha d ba re ly  
en ou gh  tim e to  fa m il ia ri ze  th em se lv es  w ith th e oppor tu ni ti es  pr ov id ed  in th e 
leg is la tio n.  Te n m on th s is al so  no t en ou gh  tim e fo r th es e co untr ie s to  deve lop  
pl an s or  mak e ne ce ss ar y in te rn al ad ju st m en ts  to  ac hi ev e se lf -s us ta in in g gr ow th . 
Sin ce som e of  th es e ag ra ri an , ed uc at io na l, an d socia l re fo rm s m ay  ta ke  y ea rs  to  
effect , th e  as so ci at io n feel s th a t it  is  fo rt una te  th a t th e  legi sl at io n en ac te d la st  
yea r pr ov id es  a 5-ye ar  pe riod  in  whi ch  to  g et  t hes e ch an ge s un de rw ay .

F or th es e reas on s th e Amer ican  Assoc ia tio n of  U ni ver si ty  Wom en be lieves 
th a t ap pro pri at io n  of th e  fu ll  su m s au th ori ze d fo r th e  AID  pr og ra m  fo r fisc al 
196 2-6 3 shou ld  be prov ided . Alth ou gh  we re al iz e th a t som e curr en tl y  appro pri ­
at ed  fu nds ha ve  no t ye t been  co mm itt ed , we  b eli eve it  wou ld  be m os t un fo rt unate  
if pr og ra m  plan s,  now  gat her in g  mom en tum, w er e to  be  cr ip pl ed  by a sh ort ag e 
of fu nds in  th is  sec ond  ve ry  im port an t ye ar .

Given th e new ph ilo so ph y of  th e  Agenc y fo r In te rn a ti ona l De ve lopm en t, it s 
ch an ge d op er at io na l st ru ct ure , an d ta kin g in to  co ns id er at io n th e  tim e elem en t to 
which  we  ha ve  ju s t re fe rr ed , th e as so ci at io n re al iz es  th a t AID  wi ll of  ne ce ss ity  
fu nc tion  w ith di ffer en t em ph as is  and a t a di ff er en t pa ce  in  var io us p art s of  th e 
wor ld . The  ex pe rie nc e of  th is  countr y  in as si st an ce  pr og ra m s ov er  th e la s t 15 
year s in post w ar  Eu rope , in  G reec e an d Tur ke y,  in  In dia , an d re ce nt ly  in Afr ica,  
il lu s tr a te  th es e vari at io ns in  em ph as is  an d pace.

The  as so ciat io n has  w at ch ed  w ith part ic u la r in te re st  th e  de ve lopm en ts in 
A fr ic a by reas on  of  th e focu sed st udy am on g it s br an ch es  fo r th e la st  2 y ea rs  on 
th es e em erging  na tion s.  Bec au se  we  in  th e as so ci at io n rec og nize d th e gr ow ing 
im po rtan ce  of  Afri ca , we  pr es en te d to  th e For ei gn  Affai rs  Com m itt ee  a w itn es s 
on th e U.S. fo re ig n aid pr og ra m , Dr. Gw endo len  C art er of  Sm ith  Colleg e wh o has 
sp en t we ll ov er  2 yea rs  in A fr ic a as  a  ba ck gr ou nd  fo r her  w ri tings  on th is  
co nt in en t.

I t  w as  Dr. C art e r’s po si tio n th a t “the le ad ers  of  th es e co un tr ie s a re  de te r­
mined  m ar ke dl y to im pr ov e th e  st andard  of  liv in g of th e ir  peop le. ” Dr . C art er 
ex pr es se d th e op inion th a t w hat th es e co un tr ie s need  is not on ly im m ed ia te  bu t 
long -ran ge  heli)— pro je ct s of  th e  mos t ba sic so rt . The se  pro je ct s,  as  th is  com ­
m it te e we ll rec ogniz es,  re quir ed  then , as  th ey  do now . ca re fu l plan ni ng , ex pe rt  
advic e, m at er ia ls  fr om  th e ou ts ide,  an d long -te rm  co mm itm en ts  fro m th e Uni ted 
S ta te s an d fro m th e oth er  countr ie s of th e W es te rn  W or ld  who  sh ar e th is  bur­
de n w ith us  of w or king  w ith  th es e new so ve re ignt ie s, no ta bl y in Afri ca .

We ha ve  been  pl ea se d in  th e  p ast  year to not e th e  in cr ea si ng  em ph as is  upo n 
ed uc at io n in th e AID  pr og ra m . An  em ph as is  w hi ch  we fe el  is as  im port an t in 
th e wor k in th e Alli an ce  fo r Pro gre ss  co un tr ie s as  in th e Afr ic an  co un tr ies.

Rec en tly , co nv er sa tion s and  neg ot ia tion s re la te d  to  th e  Alli an ce  fo r Pro gr es s 
pr og ra m  in di ca te  th a t in  th e  comi ng  de ca de  we will  be  face d w ith  th e  spec ia l 
pr ob lems ar is in g  out  of  th e chara cte ri st ic s of  th e L ati n  Amer ican  ar ea . In  ou r 
op ini on , th e g re a te r us e of  th e  loan  pa tt e rn  an d co nt in ui ng  em ph as is  upon  sel f- 
he lp  ca nn ot  fa il  to  st im u la te  se lf -s us ta in in g gro w th  w ithi n th es e co un tr ie s.

The  co ns ol id at io n of  our  as si st ance ef fo rts  in to  th e  AID  has been  a m os t com ­
men da bl e move,  bu t, a s w e ha ve  s ta te d  ear li er , muc h of  th e  succ es s of  thes e 
ef fo rts  wi ll hi ng e up on  re co gn it io n of  th e  di fferen ce s in  th e are as in  wh ich  we 
a re  in te re st ed  an d up on  th e  exte nt to  which  we a re  ab le  to  p ro vi de  th e too ls fo r 
educati on ; and to  en li st  ex pert is e  in  th e pe rs on ne l we pr ov id e as  co nsu ltan ts  in 
go ve rnmen t, econo mics,  ag ri cu lt u re , he al th , an d ed uc at ion.  I t  is  our earn es t 
ho pe  th a t suffi cie nt fu nds will  be  prov id ed  an d su fficie nt ef fo rt mad e to  a tt ra c t 
th e ex pe rt s wh o will  be ab le  to  ass is t in  dra w in g up  long -te rm  econom ic an d 
so cial de ve lopm en t pl an s.

We shou ld  also  lik e to  po in t out  th a t oth er  W es te rn  W or ld  co un tr ie s a re  in ­
cr ea sing ly  reco gn iz ing th e  n ee ds  of  deve loping  c ountr ie s w ith bo th  a ggre gat e an d 
in div id ual  co un try ass is ta nce pro gr am s which  pr ov id e fu rt h e r ev iden ce  of  th e 
co ntr ib ut io n m ad e b y o u r own earl ie r ef fo rts .

F o r th is  re as on , too , th e  Amer ican  Assoc ia tio n of U ni ve rs ity  Wom en  w ishe s 
to  ur ge  fu ll  ap pro pri a ti on  of  th e au th ori zati on  fo r th is  pr og ra m  wh ich , on th e 
one  ha nd , ca n be  re gard ed  as  a m ea su re  to  co m ba t th e sp re ad  of  comm un ism , 
bu t which  and ev en  m or e im port an tly , w ill  he lp  to  mak e th e be ne fit s of  ci vi liza ­
tion  in cr ea sing ly  av ail ab le  to  g re a te r nu m be rs  of  th e  hum an  race .
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Statement of I nternational  Telephone  & Telegraph Corp, in  Support of
Appropriation of Additional R eserves for I nvestment Guaranty P rogram

The  In te rn ati onal Te leph on e & Tel eg ra ph  Corp.  ( IT T ) wishe s to  su pport  th e  
re que st  of  th e  ex ec ut iv e bra nch  fo r an  ap pro pri a ti on  of  .$180 m ill ion to  in cr ea se  
th e re se rv es  of th e in ves tm en t g uara n ty  p ro gr am .

The  r ea so ns  fo r th is  s upport  a re  as  f o ll ow s:
1. P ri va te  en te rp ri se  and in ves tm en t a re  th e key to  pr og re ss  in  th e less -dev el ­

oped  co un tr ie s.  Thi s w ill  be part ic u la rl y  tr u e  in  L ati n  Amer ica.  If  p ri va te  
en te rp ri se  an d in ve st m en t a re  no t en co ur ag ed  an d pr ot ec te d,  pr og re ss  w ill  be 
slow er  and th ere  w ill  be  g re a te r ca lls  fo r go ve rn m en t- to -g ov er nm en t ai d  
pr og rams.

2. In  m an y of  th e  les s-d ev elop ed  co un tr ie s,  an d part ic u la rl y  in  L at in  Amer ica 
be ca us e of  ev en ts  in Cu ba  an d Bra zi l, th e po li ti ca l ri sk s of  in ve stm en t a re  hig h. 
In  o rd er  to  en co ur ag e and  pro te ct  U.S.  p ri va te  in ves tm en t in  th es e ar eas,  th er e 
is  an  urg en t ne ed  fo r th e g uara n ti es ag ai nst  th e  ri sk s of in co nv er tibi li ty , ex pro ­
pri at io n , war , revo lu tion , and in su rr ec tion as prov id ed  un der  th e in ve stm en t 
gu ara n ty  pr og ra m . In  ce rt a in  co unt ri es  th e  new ge ne ra l ri sk  guara n ty  (in 
whi ch  th e U.S . G ov er nm en t may  as su m e up  to  75 per ce nt of  th e ri sk  of  no n­
pa ym en t in th e ca se  of  a lo an) is  mos t im por ta nt to  cre at e a pri vate  a lt e rn a ti ve  
to  G ov er nm en t p ro je ct s su ppor te d by  U.S.  ta xpayers ’ do llar s.  W ithout th es e 
var io us ty pe s of  guara n ti es,  su ch  im port an t new p ri va te  in ve stm en t ca nnot  an d 
w ill  n ot  ta ke  place.

3. The  in ve st m en t gu ara n ty  pr og ra m  is  ru nnin g ou t of  fu nds ju s t whe n th e 
ne ed  fo r guara n ti es is  g re ate st . App lic at io ns  fo r in ve st m en t guara n ti es a re  a t 
an  al lt im e hi gh —$2.3 bi lli on  fo r th e  guara n ti es which  ca n be off ere d in co un ­
tr ie s  th a t ha ve  a lr eady  sign ed  b il a te ra l ag re em en ts . I f  th e  guara n ty  pr og ra m  
is ex te nd ed  to mor e ty pe s of  co ve ra ge  in mor e co untr ie s w he re  it  is  needed, th e  
ba ck log of  g uara n ty  a pp lica tions w ill  be even gre at er .

4. A doll ar  ap pro pri a te d  to  su pport  th e  in ve st m en t guara n ty  pr og ra m is on e 
of  th e  be st  oppo rt un it ie s th is  co m m it te e has  to  de ve lop a su bst it u te  fo r go ve rn ­
men t- to -g ov ernm en t fo re ig n ai d  lo an s or gra n ts . The  re se rv es  a pp ro pri at ed  st ay  
in  th e U.S . T re asu ry  w he re  th ey  a re  earm ark ed  to  m ee t po ss ib le  claims which  
to  dat e,  in  15 yea rs  of  oper at io n of  th e  pr og ra m , ha ve  bee n ve ry  mi no r. In  th e 
ca se  of  po li tica l ri sk  guara n ti es,  $1 of  re se rv es  fo r th e  pr ogra m  curr en tly  su p­
port s $4 i n p ri vate  i nv es tm en t.

5. Pro vi si on s ha ve  been w ri tt en  by  th e  Con gr es s in to  th e Fo re ig n Ass is tanc e 
Ac t and th e Sug ar  Ac t which  will  de ny  be ne fit s under th es e laws to  co un tr ie s 
which  ex pro pri a te  or  d is cri m in ate  aga in s t U.S.  in ves tm en t w ithout dis ch ar gi ng  
th e ir  ob liga tion s unde r in te rn a ti ona l law . The se  pr ov is io ns  a re  a ve ry  he lp fu l 
in dic at io n of  th e se riou sn es s w ith  whi ch  th e  U.S.  Con gr es s view s th e m is tr ea t­
men t of  U.S. in ve stm en t ab ro ad . Th ey  will  do  muc h to  he lp  pro te ct  ex is ting  
U.S.  in ve stm en t. How ev er , sin ce  th ey  do not  pr ov id e pay m en t to  th e  in ju re d  
in ve stor , th ey  do no t ta ke  th e  pl ac e of  th e  in ve st m en t g u a ra n ty  pr og ra m  in en ­
co ur ag in g ne w in ve stm en t.

6. Con gr es s ha s al re ady  th is  y ear reco gn ized  th e ne ed  fo r an  ex pa nd ed  in ­
ve stm en t guara n ty  pr og ra m  by  in cr ea si ng th e  a m oun ts  of  g uara n ti es au th or iz ed . 
A pp ro pri at io n of  adeq uat e re se rv es  now is ne ce ss ar y to  ke ep  th is  vit al  pr og ra m  
go ing  an d to  give  su bs ta nc e to  th e Con gr es s fr eq uentl y  ex pr es se d co nc ern ab ou t 
th e pro te ct io n of  U.S. inve stm en t, a s  well  as su st ain  ex pa ns io n of  U.S. in ve st ­
m en t i n su pport  of  econom ic d ev elop men ts .

National  Council of J ew ish Women,
New York, N.Y., August 21,1962.

Ho n. Otto E . P assman,
Chairman, Foreign Operations Subcommittee,
Committee on Appropriations, House of Representatives,
Washington, H.C.

Dear Congressman P assman : The  N ational Co uncil  o f J ew is h  Wom en r es pe ct ­
fu lly  ur ge s yo ur  co mmitt ee  to  app ro p ri a te  th e fu ll  $3.6 bi lli on  am ount au th or iz ed  
by Con gress fo r th e Fo re ig n A ss is ta nc e Act  of 1962. Thi s am ount  a u th ori ze d by 
th e Hou se  and  ac ce pt ed  by  th e co nf er en ce  co mm itt ee  re pre se nts  a co mp romi se  
be tw ee n th e muc h la rg er am oun ts  re qu es te d by  th e Pre si de nt,  an d au th or iz ed  
by th e S en ate.
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We make  this request because one of the majo r intere sts of the National 
Council of Jewi sh Women, an orga nization establis hed in 1893, with  a current 
membership of 123,000 in 325 communi ties throu ghou t the  United States , is to 
promote effective inte rnation al relations.

Our members believe that  foreign ass ista nce  is such an im po rtant aspect  of 
our foreign  i>olicy th at  they are prep ared  to exi>end the ir own financial and 
manpow er resources in supp ort of thi s effort. Since the  fal l of 1945, the Na­
tional  Council of Jewish Women spe nt close to $4 million on its  own oversea 
program of as sistance to some 17 countries .

We are, therefore, proud tha t our country has assumed a cons isten t responsi­
bility for the  welfa re of other peoples and for meeting the challenge of needed 
economic development in other countr ies. We are  awa re th at  the 15 years in 
which our  foreign-a id programs have  existed is a sho rt period of time for any 
nation  to help bring about the modernization  and ind ustr ializat ion of emerging 
nations. These are  vast  task s and though much h as been accomplished it is not 
surp risin g th at  some mistakes would be made or progres s seems slow. Though 
we may become im patie nt a t our expe nditures  for  wh at seems to us a slow rate  
of progress,  we have to realiz e worldw ide task s are not perfor med with  the 
rela tive ease with which we sometimes car ry out more limited types of nationa l 
programs.

The United  States has also worked for worldwid e recognition of the needs of 
the less developed countries. Today the natio ns of Western Europe, together 
with Japan,  Canada, and  other s are  joining us in assum ing respon sibil ity for 
assi sting  these countries. Dur ing 1959 and 1960, the tota l flow of resource s 
public and priv ate from these nations  was larg er tha n th at  from the  United 
State s. This is a trib ute  to U.S. leader ship and a recognition  of the value and 
urgency of  aid to less developed nations.

We, therefo re, respec tfully urge  your  committee not to reduce  the  funds  for 
the Foreig n Assistance Act of 1962 any fu rth er since the  Pre sident ’s request has 
already been appreciably reduced in th e authoriz ation .

We shall appreciate the inclusion of this  l ett er in the record of the hearing s. 
Respectfully yours,

Mrs. Charles Hymes. President .

Statement From Edward E. Swanstrom, D.D., Executive Director, Catholic
Relief Services, National Catholic Welfare Conference, New York, N.Y.

Distinguished chairman  and members, our orga niza tion  is 1 of the 19 volun­
tary agencies certified thro ugh  the  Advisory Committee  on Volun tary Foreign  
Aid, Mr. Charles P. Taf t, chair man,  for overse a dis trib utio n of American 
food and other resourc es under Public  Law 480, Public Law 87-1 95 (AI D Act 
of 196 1) and other legisla tion well known to you.

During 1961 these 19 priva te, religious, and hu ma nitarian agencies, as agents 
and channels  of the  American people, gave out almos t 3 billion pounds of U.S. 
agri cult ural commodities to 66 million needy in 106 coun tries  and territo ries . 
We are  thu s an integral  pa rtn er in our Government’s food for peace program .

Catholic Relief Services, National Catholic  Welfare Conference, the agency 
which I direct , h as an o versea staff of 135  American citizen s in 67 countries. We 
have added 40 American staff persons in the  past yea r and have opened opera­
tions in 20 new count ries in the  pas t 2 years, prin cipa lly in Africa  and Latin 
America.

Catholic Relief Services, National Catholic  Welfare Conference, under the  
Displaced Person s Act and escapee program, has provided homes and jobs in 
the United States for 230.00 0 refugees from Iron  Curtai n count ries since 1948, 
and has collabora ted in th e reset tlement of 2 million more in other countries.

Currently,  through  our National Catholic  Resettlem ent Council, w ith dire ctor s 
in 125 dioceses, we are  processing and moving Cuban refugee s out of the  Miami 
area at  the averag e ra te  of 600 per week by providing homes and jobs for  them 
in all  sections of the Nation.

In collaboration with  the Food for Peace  Office of the  Whi te Ilouse, the  
Department of Agriculture and USAID, und er Public Law 480 and Public Law 
87-195, we bring  dire ct assistance—food, clothing, medicine, wel fare  services, 
community and social action —to more tha n 30 million needy children and 
families  of  th e slums and villages of th e world.



1279

The development of indigenous counterpart voluntary  agencies in each of the  
hos t coun tries  is imperat ive to our success in an endeavor  of thi s magn itude . 
Our American personnel devote themselves principa lly to ini tia ting and  up­
building these  local wel fare  systems,  which are comparable to the  Community Chest, United Givers, Red Cross and oth er community level effor ts in our  own Nation.

We t rans fer the “technical ass istance ” of  organiz ational skills, adminis tra tive 
and promotion know-how to citizen lead ers at  nationa l, provincial, market-  
town, slum, and  village  levels. In  each country  U.S. assi stance, und er thi s concept, stim ula tes host coun try citizen  lead ers to set  up their own system and 
to seek the ir own resources to car ry on their own program and shou lder  the ir own burdens to an increasing degree—and to the  full in due time.

Over the past year,  we have been negotia ting  six experim enta l food-for- 
work and feed gra in project s under title II  of Publ ic Law 480 for social and 
economic development in Korea,  Philippines, Bolivia, Colombia, Ecuador, and Braz il. USAID assures us that  two of these  can be confirmed and implemented within  the n ext  few days.

Our organization,  a s is t rue of most of our sis ter  U.S. based voluntary agencies, 
in concert with our host  country  indigenous counterpar ts and in close com­munication with USAID country  missions and Wash ington staff, has  now gone 
fa r beyond dis tributio n programs of imme diate  ass ista nce  in emergency or 
chro nic misery areas.  Social actio n of long-term import, including str uc tural reform, increasing ly engages us.

We give supp ort to indigenous movements in the fields of credit  unions, coop­erat ives , housing, and savings and loan ass ociat ion s; ru ra l and  worker lead er 
tra ini ng  ce nt er s; agricultura l and techn ical tra de  schools; home and  rura l 
extension syste ms ; radio and basic ed ucati on ; community development and 
social leader  form ation ; heal th prog rams; and others .

We are  strongly convinced th at  these  gra ssro ots  and people-to-people pro­
gram s are  of immense value within the host  countries and, most importantly , 
in esta blishing people-to-people communication and  sol ida rity  between  the  ord i­nary U.S. fami ly and community group with the  John Smith and his family 
and neighborhood in o ther  lands.

Ful ly aware  of the hand icaps exper ienced by the  presen t sta ff of the USAID dur ing  this past yea r of r eorg anization , and in deep adm ira tion of the strenuous 
effor t they are  exer ting,  we express the  hope that  USAID will as a ma tte r of 
policy and premise give more emphasis to people-to-people programs through  American voluntary agencies and  our numerous and  ma tur ing  host  coun try 
counterpar t organ izatio ns, and less emphasis to government-to-governmen t pro­
grams which so frequently leave the  mind and he ar t of the man in the  fur row  and workshop untouched.

You and distinguished colleagues of the  Congress in the Act for  Intern ational 
Development of 1961 man ifested ful l und ers tanding of these fac ts by st at in g:

“I t is the  sense of Congress that  the Pres iden t, in furth er ing the puri>oses of 
th is  Act, sha ll use to the  maximum extent  p ract icab le the  se rvices  a nd fac iliti es of volu ntary, nonprofit organiz ations regi stered with , and approved by, the 
Advisory Committee on Volunta ry Fore ign Aid” (Public  Law 87-195, sec. 635, par,  c, p. 32) .

It  has  been hea rten ing  to perceive cer tain among the  adm ini str ato rs and staff 
of USAID take concre te steps  toward realiza tion  of thi s expressed congressional 
intent, especially in the promotion of credit  unions, coopera tives, and  savings and  loan associations for housing. We grasp full  well th at  it  is difficult to 
move a complex organization  with  rap idi ty and thoroughness to concrete ap­plicat ion of congressiona l intent “across the board.”

We do requ est renewed  expression of congressional inte nt, not by new wording of legislation , but by oral expression to USAID ad minis tra tors.
Further,  we respe ctful ly introduce  to your atte ntion the  poss ibili ty th at  in 

fu ture  yea rs cer tain appropriat ions be earm arked for USAID operation through 
voluntary agencies.

Such a suggestion must be given care ful, long-term considera tion.  The Publ ic 
Affairs Ins titute . 312 Pennsylvania  Avenue SE., Washington, issued last  month 
an 89-page booklet on this very subject, ent itled “The Challenge to the  Alliance 
for  Progress.” We do not necessari ly agre e with  all the  poin ts made there in. 
Still  this is a provocative approach  to our  common problems which deserves , I believe, close at tent ion.
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We append  copies of thi s booklet  for  each of the disti ngu ishe d members of 
you r subcommittee, respectfu lly suggesting th at  it may be of intere st to your 
delib erati ons in fu ture  y ears , especia lly as rep resentativ e of U.S. ci tizen asp ira­
tions  for U.S. foreig n aid  goals and as the type  of prog ram  likely to enlis t 
U.S. citizen und erst and ing and  ta x support .

Despite  criticism s of U.S. foreign  aid hea rd publicly, and  to a degree also 
implied in this stateme nt, we wish to reaffirm our  sup por t for  the  principles 
which insp ire thi s monumenta l effort by the  people of our  Nation. And in par­
ticu lar,  we voice ou r adm iration for  the  cu rre nt effort a t implementation  by the 
staff  of USAID.

We believe th at  subs tan tia l foreign  assi stan ce from our  well-blessed Nation  
is a requirement of world  rea lity  and a duty  of conscience. Other s speak with  
sufficing cla rity  and conviction on political and economic motives draw n from 
the fact s of intern ationa l life. In a sense these  are  beyond our  comi>etence, but 
are  in on way to be ignored . We are  convinced th at  such aid is a moral  and 
hum ani tar ian  duty deri ving  fu rth er from the Juda eo-C hris tian  her itag e from 
which the  people and  purpose , ideas and ideals of our  Natio n have sprung.

Respec tfully subm itted .
Rt. Rev. Msgr. J ohn F. McCarthy,

Ass ista nt Executiv e Director  
(F or E dwa rd E. Sw anstro m, D.D., Executive Dir ect or)

August 4, 1962.
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