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Obj ect  Classific ation (in thousan ds of dol lars)

1070 actual 1071 est. 1072 est.

G ra nt  aid opera tion s:
Reser vat ion s:

25 .0  Other  serv ices______ _____ 2, 152 2 800 2 500
26 .0  Supplie s an d m a te r ia ls ......... ............ 111,440 282 ,330 227, 300
31 .0 Equ ip m en t......... .......... . 139,442 333 ,635 334 ,000

To tal , gr an t aid opera tio ns______ 253 ,034 618, 765 563 .800

Obligations for requirement s oth er th an
throug h reservations :

Personnel  c ompensation:
11.1 Pe rm anen t p o si ti o n s____ 10,060 10,045 9,66 8
11.3 Positions  oth er  th an  per m an en t. .. 5 27 20
11.5  Other  perso nnel  c om pe ns at io n. .. . 180 318 338

To tal perso nnel  com pen sat ion __ 10,24 5 10,39 0 10,0 26
Personnel  bene fits:

12.1 Civ ilian employees____ _____ 867 906 872
12.2  M ili tary  p ersonn el_____ 2,3 89 2,102 39
21 .0  Tr avel and  tra ns po rta tio n of pe rson s. . 10.39 9 9,981 12,596
22 .0  Tra nsp ortation of th ings________ 28,094 49,56 6 45 ,34 0
23 .0  Re nt , com munications, and  ut il it ie s. . . 2,59 6 2,4 78 2,40 9
24 .0  Pr in tin g and reprod uc tio n___________ 70 55 55
25 .0  Ot he r serv ices ................... ................ 44 ,84 0 59,865 68,607
26 .0  Supplie s and mater ia ls__________  . . 5,1 89 2,75 3 4,57 3
31 .0  Equ ip m en t............ . ........................ .......... - 5 4 0 804 683

To ta l obl igation s for req uirem ent s
oth er  th an  thr ou gh  re ser vatio ns. 104,150 138,900 145,200

99 .0  To ta l ob lig ati ons/r ese rvati ons____ 357 ,183 757,665 709 ,000

Obligations  are  d ist rib uted  as follows:
Se cre tary of De fen se______ _____________ 2,44 8 2,97 0 2,60 3
Ar my.......................................... ........................ 207 ,717 522 ,415 471 ,62 2
N av y............... ........................  ....... 43 ,99 5 62.50 0 62 ,50 0
Air Fo rce ............................. .................. ............ 99 ,61 2 166,155 168,500
S ta te .................................................................... 3,411 3,6 25 3,7 75

Pe rso nnel Summ ary

To ta l numb er of perm anen t posit ions_______ 1,16 4 1,05 4 1,016
Ful l-time  equiv ale nt of oth er  po si tions .......... 1 1 1
Ave rage numb er of all emplo yee s______  . 1,13 0 1,040 1,00 9
Average  G S gr ad e........... .......... .............  . . 8 .3 8 .6 8 .5
Average  GS sa lary_________ ____________ __ $12 ,049 $12 ,538 $12 ,513
Ave rage  sal ary , pos itions authorized  by  22

U.S .C. 2151____ _______________________ $32 .206 $32 ,555 $33,161
Average  grade, grades est abl ished by the Sec-

re ta ry  of Def ense______  _______________ 2.0 2 .0 2.0
Average  sa lary, grad es est abl ishe d by  the  Sec-

re ta ry  of Defense____ _____________ _____ $26 ,358 $27 ,237 $28 ,11 6
Ave rage  sala ry of u ngrad ed positi ons............... $3 ,38 0 $3,595 $3 ,86 6
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M il it a ry  C re d it  S a le s  P r o g r a m  

Program and Financing (in thousands of dollars)

Identification code 04-09-1082-0-1 -057 1070 actual 1971 est. 1972 est.

Program by activities:
Cred its and guaranties:

1. Long-term credit  agreements--------
Port ion financed p rivately------------

70,000 250.000
67,000

582.000
96,000

Port ion financed d irec tly-------------
2. Guaranty  of p riva te financing-------

70,000 183,000
17,000

486,000
24,000

10 Total obliga tions (object class
33.0)_____ ____ ___________ 70,000 200,000 510,000

Financing:
40 Budget authority (appropria tion)............. 70,000 200,000 510,000

Rela tion of obliga tions t o outlays:
71 Obligations incurred , n e t. ........................
72 Obligated balance, sta rt of ye ar-----------
74 Obligated balance, end of year-------------
77 Adjus tments in  expired accounts----------

70,000
222,215

-1 99 ,070
-6 29

200,000
199,070

-2 59 ,070

510,000
259,070

-4 79 ,070

90 Outlay s........... .................................... 92,516 140,000 290,000
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Mr. Passman. The committee will be in order.
This is the first session of the Foreign Operations Subcommittee on Appropriations.
I would first like to introduce and welcome to the committee our 

new members, Mr. Roybal, Mr. Hathaway, Mr. Galifianakis, and Mr. McEwen.
Mr. Roybal brings a lot of experience because he came from the 

Foreign Affairs Committee. He is about  as familiar with foreign aid as other members of this committee.
We are start ing off on a session tha t may take about 300 hours to 

complete. We know tha t you will attend all the sessions that  you 
possibly can. We will consider this afternoon the budget reques ts for the military  assistance program for fiscal year 1972.

We have as the first witnesses the Hon. Melvin R. Laird, Secretary 
of Defense; Adm. Thomas H. Moorer, U.S. Navy, Chairman of the 
Joint Chiefs of Staff, and Lt. Gen. Robe rt H. Warren, Deputy 
Assistant  Secretary  of Defense for Milita ry Assistance and Sales, 
and other supporting witnesses whose names are set out above.

Welcome, Mr. Secretary. We are happy to have you appear  before the committee as the No. 1 witness.

SUBCOM MITT EE PRO CED URE

The preliminary meeting called earlier had to be canceled for obvi­
ous reasons, but  we should state for the  record tha t under the rules— 
and I certainly suppo rt them—the new rules of the House, each 
member of the subcommittee  will consume 5 minutes in questions 
and answers and after each member of the subcommittee  has had an 
oppor tunity  to interrogate for 5 minutes, then we will resort to the 
old system of permitt ing each member of the committee to consume all the time necessary.

We will alternate  between the Democrat ic side and the Republ ican 
side. Some committees operate differently, but  tha t is the way we 
have always operated, Democrat to Republican, until we go around the table.

After we have concluded the 5-minute routine  then, of course, we 
will get into the questions and answers, each member consuming all 
the time tha t he feels necessary for him to make the record if he 
wants. If tha t is acceptable to the committee, we shall proceed.

Mr. Secretary, we are delighted to have you before the committee.
Mr. Rooney. Does this const itute the adoption of the rules of the  subcommittee?
Mr. Passman. They have already been approved by the full 

committee. We jus t merely discuss what the rules are and we have to follow the rules, as I understand it.
Mr. R ooney. I thought maybe you needed a motion to approve 

the rules of the last Congress as the rules of the subcommittee  in this Congress.
Mr. Passman. We would like to have tha t motion and if the gentle­

man will offer tha t motion, we will consider it.
Mr. Rooney. I will. I so move, Mr. Chairman.
Mr. Shriver. I second.
Mr. Passman. Any opposed?
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Mr. Roybal. That is, of course, following the rules to the lette r 
of the law.

Mr. Passman. It  embodies the amended rules.
Mr. Roybal. I have no objection.
Mr. Passman. Then it is unanimous.
Mr. Secretary, we assume you have a st atem ent you would like to 

make to the committee?
Secretary Laird. Yes, sir.
Mr. Passman. We will be glad to  hear from you at this time.

Statement of the Secretary of Defense

Secretary  Laird. Mr. Chairman, I am again pleased and privileged 
to appear  before th is committee to discuss two essential instrumen ts 
of nationa l security and foreign policy—the milita ry assistance and 
foreign military sales portions of the security assistance program.

The President emphasized the importance of milita ry assistance and 
sales in his foreign policy message to  this Congress. He underscored 
the fact  that these programs are keyed to the fulfillment of the strategy 
for peace through partnership. I would emphasize that  they form a 
crucial element in our s trategy of realistic deterrence.

President Nixon also pointed out the critical natu re of th is yea r’s 
program to the introduction of an era of burden-sharing among 
partners, and he rela ted this entire effort to the  manpower reality that 
we, in Defense, are facing on a daily basis as our military forces are 
reduced. President  Nixon wrote:

Our materiel and training can enable nations whose security is important to 
us to deal with threats against them and to help each other to do so.

But it is not simply a matter  of helping friends and allies to do more for them­
selves. Particular ly in the areas of the world where we are reducing our man­
power, we must make resources available to help them complete the transition  
with us. In some cases, this will require substantial assistance during the period 
of adjustment. This is central to our new approach to American foreign policy 
in the 1970’s.

As I  pointed out to you last year, many of our friends and allies 
cannot assume the greatly  increased responsibilities they must  under­
take unless we continue to help them acquire the needed equipment 
and training. Resources and technical capabilities  which they lack— 
as well as manpower, will, and desire, which they can provide—are 
required if such friends and allies are to assume greater  responsibility 
for their own defense. If we are successful in fostering greater  self- 
reliance on the part of other nations through securi ty assistance, I am 
confident tha t we will be able to continue to reduce the size of our 
military forces abroad without  leaving a potentia lly dangerous vacuum.

In the long term, our programs are designed to accomplish two 
things: to ease the burden on the United States in terms of manpower 
and money and to deter conflict, reduce the risk of conflict occurring, 
or increase the likelihood of being able to keep conflict at the lowest 
possible levels of intensity.

The President announced that this year he would present to the 
Congress the design of a new international security assistance program. 
He promised that  it would be more closely geared to the purposes 
of the Nixon Doctrine. Let me quote the three key points of th at  new 
effort as sta ted by the President :
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It  will clearly separa te out our security assistance from other forms of assist­ance to  enhance the integri ty and effectiveness of each.
It  will pull together  all types of security assistance into one coherent program.It  will place increasing emphasis on fostering the self-reliance of those with whom we are engaged in a cooperative effort.
When I announced our  new strategy for the seventies—the stra tegy  

of realistic deterrence—I sought to be very specific abou t the role 
of allied and friendly nations. I reviewed how the key elements of 
the President ’s strategy for peace during fiscal year 1970 and 1971 
have emerged into our strategy of realistic deterrence. Let me review 
some of those elements with you to emphasize the essential ity and 
criticality  to that strategy of both military assistance and the foreign military credit sales.

. . .  a strong conventional capability buttressed by increased burden sharing and improved defense capabilities of other Free World nations;

. . . smaller U.S. active forces, with great emphasis to be given to their readiness and effectiveness, including modernization;

. . .  a re-emphasis on maintain ing and using our technological superiori ty;. . . increased interna tional security assistance for the defense needs and roles of other  Free World nations; and

. . .  a new approach to U.S. military manpower based on the goal of Zero Draft and an All-Volunteer active force with increased reliance on National Guard and Reserve forces.
I think that  these elements of th e strategy clearly represent what  

this administration  is t rying to do. With the appropriate support of 
the Congress—as we move toward the President’s goal of peace in 
the seventies—the deter rent to localized conflict increasingly will be 
provided by allies who themselves have, or will have, a capabi lity and nationa l will to defend themselves.

I think it especially appropriate today to review the  current mech­
anisms of managerial control and coordination tha t the adminis­
tration exercises to insure that  both  gra nt and credit sales are properly managed.

The primary consideration, of course, is the President ial role and responsibilities with respect to the  entire Security Assistance Program. 
At the Presidential level, the major mechanisms are the preparation  of 
the annual budget and the Presidential decisions taken  in the National 
Security Council System. The Pres ident reviews and decides the world­
wide program levels in the preparation  of the  budget. He bases these 
decisions on requests of State and Defense, including the Joint Chiefs 
of Staff, and separate recommendations of the  Office of Management 
and Budget. Throughout the fiscal year the Presiden t continues to 
make major decisions revising and amending the program in light of 
interna tional  developments; on the basis of reviews and recommenda­tions of the NSC and on an ad hoc basis in light of specific recommenda­
tions made by State and Defense. •

Our own depar tmental control procedures presently can be sum­
marized as follows:

First,  the annual program and budget submissions from the field are 
jointly reviewed by Defense and State.

Second, the annual budget requests to the President , following th is 
review, are join tly submitted  by  both Departments. In event of major 
disagreements, State and Defense usually submit the ir views in separate 
memoranda  for Presidential review.

Third, Defense and State prepare  each year a classified joint
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memorandum which specifies program levels and major program con­
ten t by country  and region and sets our major policy guidelines for 
gran t military assistance and foreign military sales credi ts; this docu­
ment constitu tes the basic planning guidance for all elements of the 
Executive Branch.

Four th, the Departmen ts of Defense, State and Treasury have 
jointly issued comprehensive guidelines for both governmental and 
commercial sales of military equipment through a document entitled 
“U.S. Government Policy and Responsibility  for Milita ry Export 
Sales.”

Fifth, commercial sales of most types of mili tary equipment must be 
individually licensed by the Departm ent of State .

Sixth, a control group organized in 1969 and composed of repre­
sentatives from Defense and State provides guidance for the allocation 
of military stocks declared excess to the needs of the Military Services 
by the Defense Departm ent.

Seventh, the use of Food for Peace coun terpa rt funds for defense 
purposes is regulated by agreements which are negotiated by the State 
Department with the foreign governments concerned after considera­
tion by State, AID, Defense, and Agriculture.

Eighth and finally, a committee chaired by AID,  on which both  
State and Defense are represented, has developed techniques to 
measure each count ry’s military  expenditures in comparison with the 
other countries in the region on the basis of the proportion of GNP, 
national budget, and total  imports attributa ble to defense costs. This 
particular  committee provides reports of its findings to Congress on 
a regular basis.

This is not to suggest tha t we cannot improve on our procedures 
and organization with respect to these programs. We can always 
improve. As I indicated in my Defense report—and as you probably 
well know—within the Administration a comprehensive review is 
being made of the  procedures and organization for the planning and 
administration of all elements of the Security Assistance Program 
including military assistance and foreign military sales as well as of 
milita ry assistance for the three Southeast  Asian countries, which is 
service-funded.

I am confident we will be able to revamp some of our procedures 
and thereby improve substantia lly the management of these increas­
ingly important Security Assistance Programs.

Assertions which have been made tha t these programs are out of 
control are completely unfounded. I strongly oppose proposed legisla­
tion to shift the entire responsibility for security assistance to the 
State Department and to phase out the gran t and sales program in 
the near future. We must continue our efforts to strengthen these 
programs, not inhibit or cripple them.

Turning now to the highlights of this year’s programs, I think it 
is well th at we all have a common understanding of the entire program 
of mili tary and economic assistance. From an overall standpoint, the 
Secur ity Assistance Program for fiscal year 1972 will total $5.2 billion. 
Let me describe how this  large effort breaks out. To begin with, $2.2 
billion of the tota l of the $5.2 billion programed for security assistance 
is funded under Inte rnat iona l Security Assistance Legislation. This 
money is programed as follows:
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Mainland Southeast Asia Economic programs now funded under the Bi llionForeign Assistance Act (FAA)_________ ____ ________________ $0. 8Economic contingency funds, public safety programs, U.N. CyprusForce, all now funded under the FAA___________ _____ ______  . 1Military grant  assistance now funded under FAA___ _____ ______  . 7Foreign military credits now under auth ority of the Foreign MilitarySales Act, excluding Israe l_________________________________  . 3Military credits for I srae l_________ ____ _____________________ _____
In  add itio n, mili tary  ass istance  th a t is serv ice-funde d is pro gra med 

as follow s:
Bil lions

South Vietnam and Korean forces in Vietnam___________________ ______Laos____________ ____ __ ______ __________________________ _____Thailand ___________ ___________________________________ _____
Th e follow ing p rog ram s rela ted  to security ass ista nce  acco un t for the  

ba lan ce:
Excess military equipment (legal value) and ship loa n. ._____ _____  . 2Public Law 480........................ .......................... . .............. ................... . 3Export-Import Bank___........ ....... ........................ .................................. . 3

. 8
Grand tot al........ ............ ............................................... . ................... 5. 2

Th is year,  in su pp or t of m ili tary  assis tance,  we are r eq ue sting  $731.5 
million (TO A).  Ou r agg regate  pro gra m ceiling for Foreign M ili tary  
Cre di t Sales will to ta l $582 million. Af ter  app lying  recoupme nts  and  
re im bu rse men ts and pr ivat e financin g, the  new obl iga tion au th or ity  
for fiscal ye ar  1972 will to ta l $705 million for mili tary  ass istance and  
$510 million for the mili ta ry  cre dit  sales (T ota l NOA: $1,215 B).

By  co mparis on,  l as t year we requeste d a to ta l of $690 mill ion in new 
fun ds for mili tary  ass ista nce  and $272.5 million for cre di t sales . Or ig­
inally,  we req ueste d $350 million for mili tary  ass ista nce  fun ds.  As 
you k now, a su pp lem ental  re qu es t w as ma de for  $340 mill ion,  in clu din g 
resto ra tio n of $67 mil lion ; $85 million more for Ca mbo dia ; $150 
million for mo derni zat ion  of RO K forces; $30 mill ion for Jo rd an , $5 
million for Lebanon and  three  addit ion al mill ion for Indonesia . We 
also req ueste d $500 million to finance  m ili ta ry  c redi t sales  to  Is rae l for 
the  fiscal year  1971 per iod , au tho riz ed  u nd er  sec tion 501 of t he  M ili ta ry  
Proc urmen t Act .

I am hopef ul th a t th is year  we will be able  to avoid a s up ple men tal  
req uest and  th at th e to ta l new ob lig ational au thor ity  I cit ed  ear lier 
($1,215 B) for our  fisca l yea r 1972 pr ogram  will be sufficient . Of course, 
I ca nn ot  rule  ou t presi denti al de ter mi na tio ns  th at  ma y develop  in the  
coming mon ths  th a t ma y req uir e addit ion al au th or ity  in eit he r the  
mili tary  ass ista nce  or mili tary  cre di t sales.

In  any  event, I wan t you to  kno w th a t I have  com ple tely  sati sfie d 
myself th a t our  req uests  thi s ye ar  represen t the best poss ible  use of 
ava ilab le resources. Th ey  will go far  to develop  and prom ote  specific  
co un try  mili tar y ass ista nce  and sales  obj ect ive s and— of even grea ter 
im po rt— they  will fac ili tat e the  fuller im plem en tat ion  of th e Nix on 
doctr ine  and  the St ra tegy  of Re ali stic De ter ren ce.  Now, Ad mi ral  
Mo ore r and  Gener al Warr en  will be able  to  add ress , in de tai l, specific  
aspects of the  ind ividual co un try  pro gra ms  as well as the  nonre gio nal  
elements  of the prop osed pro gram.  I do wan t to empha size ce rta in  as­
pec ts of this  yea r’s program  for pa rti cu la r rec ipien t c ountr ies . As in  t he
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past, the major portion of our program is for only a handful of 
countries.

In the military assistance program, 89 percent of the total  obliga- 
tional authority  requested is designated for the following seven 
countries:

Cam bod ia___________________________________________________ ______
Korea_____________________________________________________________
Jordan _______________________________________ ______ _______ ______
Turke y________________________________________________ ____ ______
Indonesia___________________ ________ ___________________ ___ ______
China__________________ ____ — ------- ---------------------------------------------
Greece----------------- ------- ------------- ------------------------------- ---------------------

These countries are examples of the Nixon Doctrine and the 
Strategy of Realistic Deterrence in action. They have the will and 
desire to be more self-reliant. They have the manpower and the 
prospect of political s tabil ity to utilize our resources.

With respect to foreign mditary  credit sales, I see an equally critical 
need for authorization and appropriation of funds. As I indicated last  
year, the provision of credit to certain, carefully selected developing 
countries helps them make approved purchases without impeding 
their overall growth. By so doing, it also eases the transit ion from 
grant  aid and thereby  lightens the burden on the U.S. taxpayer of 
maintaining an adequate total  defense posture and keeping our 
commitments.

In terms of foreign military credit sales, Israel w ith-------- of the
total fiscal year 1972 program. Latin  America ($70 million), Greece 
-------- , China -------- , and Saudi A rab ia-------- make up the remain­
ing countries whose combined participation in the program, together 
with Israel, account for approximately  88 percent of the tota l obliga- 
tional auth orty  reques ted.

I would emphasize the obvious; tha t is, the Foreign Milit ary Sales 
Act which authorized both cash and credit sales is not only an im­
porta nt instrument of U.S. policy, bu t i t is now more im portant than 
ever before. As I have stated , properly and effectively used, it serves 
a unique purpose by relieving some of the pressure on the limited 
funds available for grant  military  assistance. It  is mv hope that  it 
will eventual ly completely replace such funds, even if offers of con­
cessionary terms of credit are necessary to replace grant aid.

We have not wavered in our careful control of all foreign military  
sales transactions, whether or no t they are cash or credit. Nor do we 
intend to promote, through this or any program, regional arms races 
which threaten peace and stability. Our goal is related to the promotion 
of the President ’s Strategy for Peace. The $510 million (NOA) we are 
requesting for milita ry c redit sales should be viewed as an investment 
in tha t s trategy.

This request for obligational authority  for foreign military credit 
sales and the $705.0 million (NOA) for military  assistance are fully 
in consonance with the national  interest.  Perhaps the Presiden t h im­
self has provided the most appropriate summary for my statement  
today when he noted in his recent Foreign Policy Message:

Secur ity assistance has been an important aspect of U.S. foreign policy for 
nearly  25 years.  Tod ay it is more important tha n ever, for without  it our effort 
to share responsibiliti es more widely with  our friends and allies cann ot succeed.

This is a  p rogram for the  1970’s, building on par tnership in the  security sphere
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and  responding to  new conditions and  the  lessons of recent histo ry. We look to the day  when our friends  and allies are  free from threats to  th eir  securi ty and  able to concentrate thei r energies and  resources—and  our assis tance—on the  con­stru ctiv e tasks of economic and social development.
Accordingly, Mr. Chairman, I  hope tha t the words of the Presiden t, my presenta tion and the answers to any questions you or the com­mittee might have, will lead to your recommendation that our requests  be approved.
Mr. Passman. Thank you very much, Mr. Secretary.
I assume General Warren and Admiral Moorer will be 'availab le for as many days as are necessary to get the answers and make a record?Secretary Laird. I know of the great respect this committee has for General Warren’s capabilities. I have even greate r respect and ad­miration for his capabilities and I am sure tha t lie will be able to  fulfill the needs of th is committee.
Mr. Passman. I certainly share your views. I think  I have clearly indicated tha t in the past. General Warren is very apt  and usually he has the answer; for tha t matter, he has good answers.
I will dispense with asking any questions myself at  this time and I will pick up later.
At this time I yield 5 minutes to Mr. Rooney.

CREDITS FOR ISRAEL

Mr. R ooney. Mr. Secretary, on page 11 of your prepared sta te­ment you refer to the following:
In term s of foreign mil itary credit sales, Israel w it h --------- of the  total  fiscalyea r 1972 program.
What is the amount in the current fiscal year?
Secretary  L aird. $500 million.
Mr. R ooney. This is a reduction from $500 million to -------- ,isn’t it?
Secretary L aird. It  is a reduction in the amount available  this year, but  I think it should be understood, Mr. Chairman and members of the committee, last year it was necessary for us to pick up the credit from 1970 because there was no foreign milita ry sales credit available for fiscal 1970, so we picked up 2 years in fiscal 1971. For-------- tha t we agreed to sell, back in 1968, it  was necessary for us tofinance those to a large extent during the present fiscal year so th at  the tota l overall program for Israe l as of January,  1971, was a to tal of--------million; $500 million of tha t was made available in fiscal yea r1971.
What I am saying, Mr. Rooney, is tha t we did have to-----
Mr. R ooney. Have you reached the fact that the program has been reduced from $500 million to-------- .
Secretary Laird. We are comparing a 2-year program with a 1-year program.

NIXON DOCTRINE SUMMARIZED

Mr. R ooney. At  page 10 of your statement you refer to those seven countries as being examples of the Nixon Doctrine and the strategy of realistic deterrence in action. For the record, wha t is the Nixon Doctrine?
Secretary Laird. The Nixon doctrine is based upon three very important principles of Presiden t Nixon’s S trateg y for Peace. First ,
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on partnership; second, on strength;  and third, on the willingness to 
negotiate during the decade of the 1970’s.

Let me give you the three specific e lements of the  Nixon doctrine  
for the record.

(The information follows:)
T he  N ixon  D oc tr in e

The United States  will keep all its trea ty commitments.
We shall provide a shield if a nuclear power threa tens  the freedom of a  nation 

allied with us, or of a na tion whose survival we consider vital to our secur ity and 
the security of the region as a whole.

In cases involving other types of aggression we shall furnish military and 
economic assistance when requested and as appropriate. But we shall look to the 
nation directly threa tened  to assume the primary  responsibility of providing the 
manpower for its defense.

Secretary Laird. The partnership aspects of the Nixon doctrine 
are borne out by this military assistance program—to develop within 
the partnership framework the strength  of these particular countries, 
along with our other friends and allies. These particular  countries 
are in a position where they need military assistance to develop the 
necessary capabilities and, in some of them, to meet obligations tha t 
we share with them under various arrangements .

Now, Cambodia is an exception in as much as we do not have a 
direct trea ty commitment or a treaty  obligation. Last  year we pre­
sented a military assistance program to the Congress showing the appli­
cation of the Nixon Doctrine and designed toward developing strength  
in tha t country—a milita ry strength in that country—so that they 
could defend themselves. Congress approved our recommendations 
and Cambodia has developed a force strength of over 200,000 men 
and women in their  milita ry force. They have come from some 40,000 
to over 200,000. I think this is a good example of the Nixon Doctrine 
at work.

This military manpower is provided at a very reasonable cost as far 
as the United States  is concerned, and I believe that it is bet ter to 
rely on their  manpower than to be in a position where we would have 
to rely upon American manpower in the future .

I could take  each of these countries and show the application of the 
Nixon Doctrine in terms of partnership and s trength. Partnership  and 
strength are the most important parts  of this, but  the third  pillar of 
the Nixon Doctrine—a willingness to negotiate—is being applied in the 
SALT talks; it is being applied as far as the four-power talks are 
concerned; it is being applied as far as Paris is concerned. It  is also 
an example of our willingness to go forward and discuss mutua l and 
balanced force reductions with the Warsaw Pact countries. We are 
negotiating in many areas and this is what I refer to as one of the 
three pillars of the Nixon Doctrine.

STRA TE GY  OF  REA LI ST IC  DETER RENCE

Mr. Rooney. What is the S trategy of Realist ic Deterrence?
Secretary Laird. Mr. Chairman and members of the committee, 

during the time period of the 1950’s, the overall milita ry strategy of 
our country  was sometimes referred to as massive retalia tion. During 
this particu lar time period we had a very marked  strategic superiority
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over the Soviet Union. Our s trategy at that time did give us a means 
of p reventing war, but it was based upon a great super iority  which 
this count ry had from the standpoint of nuclear  weapons at  th at  particular time.

In the time period of the 1960’s, the so-called Kennedy-Johnson era—the s trategy of this country was referred to by m any as a stragety  
of flexible response. We were in a period of time when the Soviet Union was certa inly building up its milita ry forces. It  made vas t im­
provements in the strategic field, star ting  with their accelerated  de­ployments  in 1965, but it was fel t that  we had an option during that 
period of time, where we did have superior forces. Bu t the Soviet Union was reaching toward a po int of pari ty, particularly in the str a­tegic field.

We did have a degree of flexibility during that time period as far as 
the use of conventional, tactica l nuclear, and strateg ic weapons are concerned. One could point to 1962, when the Cuban missile crisis 
came up. Even during that  period of time the United Stat es had a vastly  superior force as far as its strateg ic weapons were concerned. We had a 5 to 1 superior ity as far as strategic weapons are concerned. 
There was a great deal more flexibility as far as the use of conventional, 
tactica l, nuclear, and strategic weapons were concerned during that  period of time.

As we approach this period of the 1970’s, we have to main tain a credible de terre nt in all three areas because we have reached the point 
where we have pari ty as fa r as the strategic weapons are concerned. So in order for us to be credible in this area, we mus t maintain  a sufficient conventional deterrent , a tactical nuclear dete rren t, and a 
strateg ic nuclear deter rent. Bu t in this period of the  1970’s there are certain other realities that we must face up to.

We have a manpower reality , which exists not only in the United  States, but which also has implications in all of the free world. With  this manpower reality, we must face up to using manpower as far as 
our conventional deterren t is concerned, in a very effective and realistic manner. Sometimes th is will mean that  the manpower of our allies, as we look a t the total  forces needed to maintain a conventional 
deterrent, is taken into consideration when we look at the degree of sufficiency or the degree of credibili ty tha t is necessary for us to main ­tain this conventional type deterrent.

Another reality we must fact up to is the fiscal reality . There can be only so much of our resources devoted to national security plan­
ning and defense purposes. Defense spending was up to a point of being 9.5 percent  of our gross national product  in fiscal 1968. We 
must, it seems to me, to be realistic, limit the tota l amount of our overall resources during the period of the  seventies to not  more than 
7 percent of our gross nationa l product for defense. So this stra tegy  
of realistic deterrence does take into consideration the fiscal realities that we must face during the 1970’s.

It  takes in to consideration the strategic rea lity. These are all neces­
sary in order to mainta in a credible deterrent, to prevent war, and to mainta in peace during this period of time.

In my Defense Report to the Congress, Mr. Rooney—I spent quite 
a b it of time on t ha t report and I would like to make a copy of tha t 
report available to each member of this committee—I  have an un-
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classified version of 191 pages. The classified version is about 261 
pages. In tha t repor t I  discuss these st rategies and why the strategies 
must change. If you want to call it a strategy of credible deterrence— 
I think “Realistic Deterrence” is better  because it takes into account 
the realities we must  face during the 1970’s.

Mr. Passman. Without objection, the entire report will be inserted 
in the record at this point so t ha t not only our members, but  members 
in the  full committee, may see it.

Mr. Rooney. You mean the unclassified version?
Mr. Passman. The nonclassified.
Secretary Laird. Th at is what I alluded to there, Mr. Rooney. I 

would be glad to discuss it further.
(The report was subm itted to the committee.)
Mr. Passman. Is it the desire of the gentleman from New' York 

to defer his other questions until we get into the regular second-round 
around the table?

Mr. Rooney. Surely. The floor is yours now’ to do with as you 
please.

Mr. Passman. No; it is not tha t way. We w’ant to give a long 5 
minutes, but  we must go around the table and I knew it was the 
gentleman’s desire to allow everyone to question.

I yield to the distinguished gentleman from Kansas.
Mr. Shriver. Thank you, Mr. Chairman.
Mr. Secretary, those of us who served with you on the Appropria­

tions Committee appreciate your leadership, especially in connection 
with the important ma tter  of the security of our nation. We are 
glad to have you with us today. I want to congratu late you for your 
concise presentation  of what has become a very complex problem.

Will the table on page 8 of your statement appear in the hearings, 
or is i t classified?

Secretary Laird. On page 8, portions of tha t particu lar table are 
classified.

FOOD FO R PE AC E FU ND S FO R TH E COMMON DEFE NSE

Mr. Shriver. In that  same table you mentioned the $300,000 in 
food for peace counterpart funds which will be used for military  
equipment. This program has been on the books for years. Would 
you explain how i t works and what safeguards will be used to see tha t 
it is not abused? I have read reports of some abuse of it recently.

Secretary Laird. Of course, this program is run by the State  
Depar tment , as far as the adminis tration of the program is concerned. 
It  is a State  Depar tment-administered program and is not adminis­
tered by the Dep artm ent of Defense.

Mr. Shriver. It  is mixed up in several departments. It  is in the 
appropriation for the Agriculture Departmen t.

Secretary Laird. The program is actually  administered, though, 
by the Department of State. I would be glad, if I could, to put  an 
explanation in the record at this point. I can refer to the manner in 
which some funds are used to purchase milita ry equipment.

Mr. Shriver. Th at is wha t I have reference to.
Secretary Laird. Th at does, of course, involve us.
Mr. Shriver. Pu t it in the record then.
(The information follows:)
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L eg is lati ve B as is  and  Adm in is tr ati ve R esp onsib il it y  fo r G ra nt s U nd er  
S ec tion  104(c), P ubl ic  L aw 480 

A. LEG ISLA TIVE BA SIS  FOR 104(c ) GRANTS

The full title of Public Law 480, commonly referred to as the Food for PeaceAct, is the Agricultural Trade Development and Assistance Act. First  approved by the Congress in 1954, the act has been amended and extended on several occasions since, the most recent being the last Congress which extended the act for an additional  3 years or unti l December 31, 1973. Under title I of the a ct, the President is authorized to negotiate and carry out agreements with friendly countries for the sales of U.S. agricultural commodities for dollars on credit terms or for local currencies. The act furth er requires, however, tha t steps be taken  to assure a progressive transition from sales for foreign currencies to sales for dollars or convertible loan currencies, the transi tion to be completed by December 31, 1971.
Commodities provided under title I sales agreements when resold to consumers in recipient countries generate local currencies. The United States acquires title  to local currencies in connection with Public Law 480 sales agreements either  as payment for the commodities at time of delivery where the sale is for local cur­rencies, or as a down payment at time of delivery in connection with credit sales. Sales agreements include provisions covering the uses to which these local cur­rencies may be put.
Even in the case of credit sales where title  I local currencies arising from the sale of commodities to consumers remain with the recipient government, the agreements contain provisions as to how these currencies are to be utilized. The uses of U.S.-owned local currencies authorized by law include payment of U.S. obligations abroad, for carrying out various programs of U.S. Government agencies including market  development, for the purchase of goods and services for other friendly countries, for loans to U.S. business firms abroad, for loans or grants  back to recipient governments to finance economic development including expanded food production,  and under 104(c) of Public Law 480 as grants to sup­port the recipient coun try’s defense budget. When Public Law 480 was first enacted in 1954, 104(c) read as follows:

“ (c) to provide milita ry equipment,  materials, facilities, and services for the common defense.” [Public Law 480, 83d Cong. (S. 2475), 68 S tat. 454, 1954]
In 1964 the subsection was amended and now reads: “to procure equipment,  materials, facilities, and services for the common defense including internal securi ty.”
Although the purpose of 104(c) is indicated to be “for the common defense” there has been no expression by the Congress that the use of foreign currencies under 104(c) must be conditioned on a joint or allied military  program between the United States and the recipient country  of Public Law 480 sales. The Foreign Assistance Act does, however, contain a section which requires tha t countries receiving military assistance from the United States  and with which the United States  has also negotiated a Public Law 480 sales agreement to agree to permit  the use for 104(c) purposes of foreign currencies accruing under such Public Law 480 sales agreements. The obvious purpose of th is provision is to assure that  local currencies are used for 104(c) purposes in preference to appropriated dollars. There is no mandatory requirement tha t the foreign currencies involved be used for such purposes, however. A more detailed discussion of the legislative basis for grants under section 104(c) is found in at tach men t A.

B.  UTIL IZATION OF U.S.-O WNE D LOCAL CU RR ENCIE S GEN ERA TED  UN DE R PUB LIC  
LAW 480 SALES AGREE MENTS

Since the inception of Public Law 480 about 25 percent of the local currencies accruing to the United States under Public Law 480 sales have been used to pay U.S. obligations abroad and to support other U.S. programs authorized by Public Law 480. These have contributed substantially  to dollar savings and improving the U.S. balance-of-payments situation .The bulk of the remainder has been either loaned or given back to the recipient countries, primarily to support economic development but  in some instances to support the recipient country’s defense budget as authorized by section 104(c) of Public Law 480. In such cases these local currencies are used by the recipient

60- 20 8 O— 71— pt. 1------ 2
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country for the payment of salaries of military personnel, the purchase of ma­
terials, facilities, and services and other local currency defense budget costs. 
These currencies cannot  be used to import arms which require foreign exchange.

The number of countries with which the United  States has Public Law 480 
agreements under which the local currencies generated have been used to support 
military budgets is very limited. (See table attached.) In fact, since 1965 this 
type of agreement  has been largely confined to Korea and Vietnam. Of the $693 
million equivalent in local currencies allocated for 104(c) grants during fiscal 
years 1965-70, 96 percent was for Korea and Vietnam. In both these countries, 
section 104(c) grants constitute only one subsidiary element of substantial 
programs of U.S. assistance under the Foreign Assistance Act and Public Law 
480. Given the sizable requirements for resources for the mi litary and the resulting 
heavy burden on government budgets, it has been agreed at high levels in both 
the United States and the recipient country  governments that the allocation 
of a portion of Public Law 480 local currencies for defense budget purposes 
fills a high-priority  need.

Since Public Law 480 was first enacted in 1954, less than  12 percent of the 
local currencies under title I sales for local currency have been allocated for 
military budget  support. Nearly 60 percent has been allocated as loans or grants 
back to the recipient countries for economic development. Virtually every aspect 
of economic development has been helped by these funds in one country or another, 
including agriculture,  roads and other transportat ion, housing, education, electri­
fication, and community development.

Public Law 480 has been administered in accordance with the provisions of the 
law as established by the Congress, and the activities under taken have been 
fully reported to the Congress. The President is required by law to submit  to the 
Congress an annual report on Public Law 480 operations, the lates t being for 
1969. These reports record the  uses made of U.S.-owned local currencies including 
104(c) purposes.
C. D E V E L O P M E N T  OF P U B L IC  LA W 480 SALES A G R E E M E N T S  IN C L U D IN G  SEC TIO N  

10 4(c ) LO CAL C U R R EN C Y  U SE S

Public Law 480 programing begins with the development of the overall budget 
for foreign assistance. Estimated Public Law 480 agricultural  commodity require­
ments for the budget year, together with recommendations for terms of sales 
and for allocation of recipient country payments in the case of sales for local 
currency, are prepared in the field by country teams and submitted , as par t of 
the U.S. foreign assistance package, by  ambassadors to Washington in the country 
field submissions. Proposed country  assistance programs, including Public Law 
480, are then reviewed at a senior level in AID/W in consultation with other 
agencies (0MB,  State, USDA, DOD, Treasury, Commerce). The worldwide 
Public Law 480 budget is then submitted to 0MB as a p art  of the USDA budget. 
At the request of 0MB, estimates of country requirements for Public Law 480 
agricultural commodities are also submitted by AID, with State  concurrence 
in connection with the overall AID submission for the President’s budget.

Within the framework of the Public Law 480 budget, thus established by 0MB , 
proposed Public Law 480 sales agreements are developed by U.S. country missions 
on the basis of the host government’s request. These proposals include commodity 
composition, payment terms, recommendations as to the allocation of local cur­
rency payments, among U.S. uses and various country uses including 104(c) 
grants, where appropriate. In Washington these proposed programs are reviewed 
and approved by the Public Law 480 Inter-Agency Staff Committee (ISC) 
chaired by USDA. Other members of the ISC are 0MB , State/AID, Treasury, 
Commerce and DOD. The State/AID ISC representa tive presents to the ISC the 
the coordinated State /AID position with respect to the proposed sales agreement. 
In developing the Sta te/AID position, full account is taken of Public Law 480 as a 
development resource and the treatment of Public Law 480 as an essential part 
of a U.S. assistance package is assured. For major assistance countries and for 
other countries when foreign policy consideration makes it desirable, Public Law 
480 programs are submit ted to the White House for approval. After Washington 
approval, and consultation by Sta te as appropriate  with other exporting countries, 
the U.S. Embassy is authorized to conduct negotiations with the recipient 
government.
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Public Law 480 proposals may also be ini tia ted  by Agriculture, State /AID , 
DOD, OMB or the  White House in supp ort of a part icu lar  object ive. In  such  cases, 
the  Ambassador would be asked to explore the  possibil ities of a  sales agre eme nt 
with  the  recip ient country . The proposed agre eme nt when ready, however , would 
be processed through  the ISC. Any special features  in suppor t of p art icu lar  foreign  
policy objectives  such as the  use of local currencies generate d for 104(c) gran t 
purposes would be approved  by the National Security Council thu s assuring  th at  
the  Public Law 480 agreem ent and  the  use of local currenc ies generated the reb y 
were integ rally  rela ted to the  other assistance including mil itary assis tance which 
the  U.S. mig ht be extending to the  recip ient country .

D. ADMINISTRATION AND MONITORING OF 104(c ) CURREN CY USES

As stip ula ted  in local currencies sales agree ments a nd/or subsequent comm odity 
proc uremen t auth orizations, recip ient governments  deposit local currencies in 
pay ment for the  comm odity  received in U.S. Treasury accounts. Any amoun ts 
which the  agreement provides shall be used for section 104(c) purposes are tra ns ­
ferred to the  USAID disbursing  acco unt where the y are avai lable  for release to 
the host  country  government for the  purposes which have been agreed upon . 
General ly, the  Public Law 480 sales agre eme nt does not  specify in detail 104(c) 
uses. These are set for th in a  supp lementa l agre ement developed under the  direc ­
tion  of the  U.S. mil itary advisory group, where these  exist in countries  such as 
Korea and  Vietnam and  the  senior DOD represe ntat ive in the  U.S. Emb assy  in 
countries  where ther e is no milita ry advisory group. These  supp lementa l agree ­
ments cover such ma tte rs as amounts and purposes of mil itary bud get  suppor t 
grants  (i.e. uniforms, salaries, mili tary  housing etc .), timing of releases, monitoring 
and  review responsibilities . USAID concludes the  agreemen t with the  recipien t 
cou ntry  and releases local cur rencies in accordance w ith th e provisions of the  agree­
ment as recommended  by the U.S. mili tary  as sistance advisory  group or th e senior 
DOD representative  on the  country  t eam. USAID s in  conjunctio n with the  DOD 
represe ntat ive maintain  records  of deposits and  releases of 104(c) funds a nd make 
quarterly s ta tus reports  to  AID/W. As prov ided in the  ag reem ents  w ith the  recip­
ient cou ntry  governments, DOD represe ntat ives  on the  cou ntry team und erta ke 
observation, review and  mon itoring of th e recip ient gove rnments mil itar y budget 
expenses and  the  104(c) local currenc ies allocated for milita ry bud get  sup port.

E.  PROGRAM IMPACT OF SECT ION 10 4(c)  CURRE NCI ES

It  is imp ort ant to place in proper perspectiv e the  imp act  of U.S. aid -generated  
local currencies on the  economy of the  recipient country , and the ir leverage on the  
alloca tion of inte rnal resources. In Public Law 480 assistance,  the  real  resource 
tran sfers from the  United  Sta tes to the  recipien t cou ntry are the  agr icultural 
commodities; Public Law 480 sales are developed and  justi fied on the  basis of 
need for the  commodities. The local currencies generate d by the  sale of commodi­
ties to indiv idual s do not  represen t add itional  resources even though  the United  
States reta ins  some control over the  uses of these currencies. To include these  
currencies in the  assis tance  exten ded by the  United  States,  as for example by 
including 104(c) currencies in the  mil itary or secu rity assistance prov ided  out  of 
dollar app ropriat ion, would have the  effect of counting Public  Law 480 assistance 
twice. The only real  resource  transfer is the  Public  Law 480 commodities 
themselves.

Local currenc ies generate d by Public Law 480 and  AID comm odity  programs  
are  a lloca ted for the  support of th e recipien t country  budget.  These funds  are, of 
course, inte rchangeable with  the  revenues acquired by the recip ient government. 
Total funds avail able  are allocated to public  services, development, defense and  
other purposes. Thus , the  allocation  of aid-generated currenc ies for a partic ula r 
purpose , e.g. Section 104(c) currencies for mil itary budget suppor t in Korea and  
Vietnam, is fundam enta lly an affrtbuh'on of the  currencies to one of the  purposes  
which the  government has already decided to finance. Nevertheless, the United 
Sta tes is able  to use the  process of reaching agreement with  these governm ents  on 
the attribution of th e a id-generated local currenc ies as a means  of keeping informed, 
and  to some degree influencing the  level and  con tent, of th e governm ent budgets . 
In  both these countries the  United  Sta tes  derives add itional  opp ortun ity  for 
involvement in budgetary  cons idera tions  from the  allocation  for bud get ary  
sup por t of local currenc ies gene rated  from Support ing Assistance Com modity 
programs .
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U.S . TREA TI ES AN D AGRE EM EN TS

Mr. Shriver . In one of the President ’s quotes which you used on page 1 of your statement the phrase, “nations  whose security is important to us” is mentioned. For the purposes of your planning, is there an established list of these countries which could be made available to the committee?
Secretary L aird. Yes, we could put in the record at this point a list of the countries with which we have certain  t rea ty commitments and treaty  obligations. It  might be well for me to point out th at  the obligations or the commitments  are different depending upon the provisions of the treaty. I have a short summary  of the operative provisions of defense agreements which shows whether  they are multilateral or bilateral agreements. I think  it would be helpful for us to put the whole list in along with the arrangements.
There are some countries tha t I would also like to add with which we do not have a trea ty obligation but  we have attached importance to them. One of them—and I alluded to tha t in my answer to a question of Mr. Rooney—is Cambodia. The only type of agreement or the only kinds of obligations which we have as far as Cambodia is concerned are the Milita ry Assistance and Economic Assistance Agreements which we have made with tha t country.
So it might be well to list the countries where we have  Mili­tary  Assistance Agreements as well as those where we have tre aty  obligations.
Mr. Passman. Without objection, tha t information will be in­serted in the record at this point.
(The information follows:)
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L IS T  O F  M U L T IL A T E R A L  AN D B IL A T E R A L  D E F E N S E  T R E A T IE S  
A N D /O R  M IL IT A R Y  A SSIS TA N C E A G R E E M E N T S

RIO NA TO SE A TO ANZUS

B i l a t e r a l
D e fe n se
T r e a ty

M il i ta r y
A s s is ta n c e
A g re e m e n t*

P r o p o s e d
FY  72 M A P  

R e c ip ie n t
A rg e n ti n a X X X (T )
A u s t r a l ia X X
B elg iu m X X
B o li v ia X X (T )
B ra z i l X X X(T )
C am b o d ia X X
C an ad a X
C h il e X X X(T )
C hin a X X X
C o lu m b ia X X X(T )
C ongo (K) X X (T )
C o s ta  R ic a X
D e n m a rk X X
D o m in ic a n  R ep . X X X (T )
E c u a d o r X X X(T )
E l S a lv a d o r X X X (T )
E th io p ia X X
F  ra n c e X X X
G e rm a n y X X
G re e c e X X X
G u a te m a la X X X (T )
H a it i X X
H o n d u ra s X X X (T )
Ic e la n d X
In d ia X X (T )
In d o n e s ia X X
I r a n X X (T )
I ta ly X X
J a p a n X X
K o re a X X X

(T ) T ra in in g  on ly .
* C o v e r in g  s e c . 505(a ) of  F o r e ig n  A s s is ta n c e  A c t of 19 61 , a s  a m e n d e d .
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L IS T  O F  M U L T IL A T E R A L  AN D B IL A T E R A L  D E F E N S E  T R E A T IE S  
A N D /O R  M IL IT A R Y  A SSIS TA N C E A G R E E M E N T S

RIO N A TO SE A TO A NZUS

B i l a t e r a l
D e fe n se
T r e a ty

M il i ta ry
A s s is ta n c e
A g re e m e n t*

P r o p o s e d
FY  72 M A P  

R e c ip ie n t
L a o s X
L ib ya X
L u x e m b o u rg X X
M ex ic o X X (T ) '
N e th e r  la  nds X X
N ew  Z e a la n d X X X
N ic a ra g u a X X X (T )
N ig e r ia X X (T )
N o rw ay X X
P a k is ta n X X X (T )
P a n a m a X X (T )
P a ra g u a y X X (T )
P e r u X X (T )
P h il ip p in e s X X X X
P o r tu g a l X X X
S pa in X X
T h a il a n d X X
T r in id a d  & T o b ag o X
T u rk e y X X X
U. K . X X X
U ru g u a y X X X (T )
V e n e z u e la X X (T )
V ie tN am X

(T ) T r a in in g  on ly .
* C o v e r in g  s e c . 505(a ) o f F o r e ig n  A s s is ta n c e  A c t o f 1961 , a s  a m e n d e d .



OPERATIVE SECTIONS OJ? 
T O  UAL' D E ^ S irPACTSl  U)

(U) NATO

(U) A r t ic le  5 o f th e Nor th  A tl a n ti c  T re a ty  s t a t e s :

"The P a r t ie s  ag re e th a t  an armed a t ta c k  a g a in s t 
one  o r more  o f them in  Europe o r N or th  Am eric a 
s h a l l  be co nsi dere d  an a tt a c k  a g a in s t them  a l l  
and  conse quen tl y  th ey  ag re e t h a t ,  I f  su ch  an 
arme d a t ta c k  occu rs , each  o f them, in  e x e rc is e  
o f th e  r ig h t  o f in d iv id u a l o r c o l le c t iv e  s e l f -  
def en se  i’ec og ni ze d by A r ti c le  51 o f  th e 
C h art e r o f th e  U ni te d N ati ons,  vz il l a s s i s t  th e 
P art y  o r P a r t ie s  so a tt ac k ed  by  ta k in g  fo r th w it h , 
in d iv id u a ll y  and in  concert  w it h  th e  o th e r  

. P a r t ie s  such  a c ti o n  as  i t  deems n ec essa ry , 
in c lu d in g  th e  us e o f armed  fo rc e , to  r e s to r e  
and  m ain ta in  th e  s e c u r it y  o f th e  N or th  A tl a n ti c  
A re a .”

(U) In  a d d it io n  to  th e  U ni te d S ta te s , Belgium , Canad a, 
Denm ark,  F ra n ce^  F ed eral . Rep ub lic  o f Germany*} Gre ec e,  
Ic e la n d , I t a l y ,  Luxembourg , The N eth erl an d s, Norvzay, 
P o rt u g a l,  Tu rkey  and  th e  U ni te d Kingdom a re  p a r t i e s  to  th e  
T re a ty .

(U) SEATO

(u) A rti c le  4 o f th e S ou th east  Asia T re a ty  s t a t e s :

“Each P art y  re cogn iz es th a t  ag g re ssio n  by means 
o f arme d a tt a c k  in  th e t r e a ty  a re a  a g a in s t any  
o f th e  P a r t ie s  o r a g a in s t any  S ta te  o r t e r r i t o r y  
wh ich  th e  P a r t ie s  by una nim ous  ag reem en t may h e re ­
a f t e r  d e s ig n a te  , wou ld en da ng er  I t s  own pe ac e 
and  s a fe ty , and  ag re es  th a t  i t  w i l l  in  th a t  ev en t 

" a c t to  meet th e  common da ng er  in  ac co rd an ce  w ith  
i t s  c o n s t i tu ti o n a l  .p ro cesse s" .

(U) In  a d d it io n  to ' th e  U ni te d S ta te s , A u s tra li a , F ra nce , 
Nevz Zea la nd, P ak is ta n , The P h il ip p in e s , T hai la nd  and  th e 
U nit ed  Kingdom a re  p a r t i e s .

(U) RIO TREATY

(U) A r ti c le  3 o f th e ’ In te r- A m er ic an  T re a ty  o f R ecip ro cal 
A ss is ta n ce  s t a t e s :

"The High C o n tr ac ti n g  P a r t ie s  ag re e th a t  an  armed  
a t ta c k  by  any  S ta te  a g a in s t an Am erican  S ta te  s h a ll
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be  co nsi der ed  as  an a tt a c k  a g a in s t a l l  th e  
Am eric an S ta te s  an d,  conse quen tl y , ea ch  one 
o f th e  sa id  C on tr ac ti ng  P a r t ie s  undert akes to  
a s s i s t  in  m ee tin g th e  a t ta c k  in  th e  e x e rc is e  
o f  th e  in h e re n t r ig h t  o f in d iv id u a l o r c o l le c ­
t iv e  s e lf -d e fe n se  re co gniz ed  by A r ti c le  f?l o f 
th e  C h art e r o f th e  U ni te d N a ti o n s."

(U) In  a d d it io n  to  th e  U ni te d S ta te s , A rg en ti na , B o li v ia , 
B ra z il , C h il e , Co lom bia , Cos ta  R ic a,  Cuba, Dominic an R ep ubli c,  
Ecu ad or , El  S alv ador,  Gu ate ma la,  H a it i , Ho nd uras , Me xic o, 
N ic ar ag ua,  Panama, Pa ra gu ay , Per u,  Uru gua y and V en ez ue la  a re  
P a r t ie s  to  th e  T re a ty .

(U) ANZUS

(U) A r ti c le s  IV and  V of th e  ANZUS T re a ty  s t a t e :

"IV . Each P art y  re cogn iz es th a t  an arme d 
a t ta c k  in  th e  P a c if ic  Area on any o f th e  
P a r t ie s  wou ld be da ng erou s to  i t s  own pe ac e 
and  s a fe ty  and  d e c la re s  th a t  i t  wou ld a c t to  
me et th e  common da ng er  in  ac co rd an ce  w it h  i t s  
c o n s t i tu t io n a l  p ro cess es . . . ."

"V. For th e  pu rp os e o f A r ti c le  IV,  an  armed 
a t ta c k  on any  o f th e  P a r t ie s  i s  deemed to  
in c lu d e  an  armed a tt a c k  on th e  m etr o p o li ta n  
t e r r i t o r y  o f any  o f th e  P a r t i e s ,  o r on th e 
is la n d  t e r r i t o r i e s  un de r i t s  ju r i s d ic t io n  in  
th e  P a c if ic  o r on i t s  armed fo rc e s , pub li c  
v e s s e ls  o r a i r c r a f t  in  th e  P a c if ic ."

(U) in  a d d it io n  to  th e  U ni te d S ta te s , A u s tr a li a  and  Nevr Zea land, 
a re  p a r t i e s .

(U) CHINA

(U) A r ti c le  5 o f th e  Mu tua l Defen se  T re a ty  w ith  Rep ub lic o f 
Ch ina  s t a t e s :

"Each P art y  re cogn iz es th a t  an  arme d a tt a c k  
in  th e  West P a c if ic  Area d ir e c te d  a g a in s t th e 
t e r r i t o r i e s  o f e i th e r  o f th e  P a r t ie s  would be 
da ng er ou s to  i t s  own pe ac e and  s a fe ty  and  
d e c la re s  th a t  i t  would a c t to  me et th e  common 
da ng er  in  ac co rd an ce  w ith  i t s  c o n s t i tu t io n a l  
p ro c e sse s ."

(U) JAPAN • __

(U) A r ti c le  V o f th e  T re aty  o f C ooper at io n and  S e c u r it y  
w it h  Ja pa n s ta te s :
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"Ea ch P art y  re cogn iz es th a t  an arme d a t ta c k  , 
a g a in s t e i th e r  p a r ty  in  th e  t e r r i t o r i e s  under  
th e  a d m in is tr a ti o n  o f Ja pa n would be  da ng er ou s 
to  i t s  own pe ac e and  s a fe ty  and d e c la re s  th a t  
i t  would  a c t to  meet th e  common da ng er  in  
ac co rd an ce  w ith  i t s  c o n s t i tu ti o n a l  p ro v is io n s  
and  p ro c e sse s ."  . •

(U) KOREA

(U) A r ti c le  3 o f th e  Mutu al Defen se  T re a ty  w ith  Rep ub lic  o f 
Ko rea  s t a t e s :

"Ea ch P art y  re cogn iz es th a t  an armed a tt a c k  in  
th e  P a c if ic  a re a  on e i th e r  o f th e  P a r t ie s  in  
t e r r i t o r i e s  now un de r t h e i r  re sp e c ti v e  ad m in is ­
t r a t i v e  c o n tr o l,  o r h e r e a f te r  x-e cog niz ed by one 
o f th e  P a r t ie s  as  la w fu ll y  br oug ht  un der  th e 
a d m in is tr a ti v e  c o n tr o l o f th e  o th e r , would be 
da ng er ou s to  i t s  own pe ac e and s a fe ty  and 
d e c la re s  th a t  i t  wou ld a c t to  meet th e  common 
dan ge r in  ac co rd an ce  w ith  i t s  c o n s t i tu t io n a l  
p ro c e sse s ."

(U). THE PHILIPPINES ' •

(U) A r ti c le  U o f th e  Mutu al De fense T re a ty  w ith th e  Rep ub lic  
so f th e  P h il ip p in e s  s t a t e s :

"Ea ch P art y  re co g n iz es  th a t  an armed a tt a c k  in  
th e  P a c if ic  Area on e i th e r  o f th e  P a r t ie s  would 
be da ng er ou s to  i t s  own pe ac e and  s a fe ty  and 
d e c la re s  th a t  i t  would a c t to  me et th e  common 
dan ge r in  ac co rd an ce  w ith  i t s  c o n s t i tu t io n a l  
p ro c e s s e s ."
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Mr. R iegle . Would tha t also include then the exten t of that ob­
ligation? In  other words, whatever tha t agreement calls for in terms of 
what we have to do for them or they have to do for us; would i t be 
appropriate to add tha t to this list?

Secretary  L aird. Do you mean on Cambodia?
Mr. Riegle . Yes. Any other  exceptions you are going to list not 

covered by treaties.
Secretary  Laird. We can do tha t on those not covered, and Cam­

bodia would be the primary one involved. I jus t didn’t want to have 
a misunderstanding on whether there is or is not a t rea ty agreement. 
It  is Military Assistance and Economic Assistance Agreements tha t 
are involved.

NE W IN TE RNATI ONAL SE CURIT Y AS SIST AN CE  LE GISLA TI ON

Mr. Shriver. You mentioned a new proposal for an Int ern ational 
Securi ty Assistance program. Will this include all of the items on 
page 8 plus what  is now known as Supporting  Assistance?

Secre tary Laird. Yes, it will, and that  legislation will be for th­
coming very shortly.

I have an arrangement with  the chairman and members of the com­
mittee  that  I would testify  today  based upon the budget submission. 
That new legislation is being transmitted, but I did not wan t to 
delay my appearance based on its submission. It  really doesn’t have 
a great effect upon the testimony that I will be giving on these  figures 
and on this Milita ry Assistance and Foreign Milit ary Credit Sales 
request.

Mr. Shriver . Based upon your knowledge of the workings of the 
Appropria tions Committee, do you foresee necessary changes in 
Congressional committee jurisdict ion in this area if this is enacted?

Secretary Laird. I do n ot see any major changes on the basis of the 
recommendat ions which will be submit ted.

Mr. Shriver. Thank you, Mr. Secretary.
I will defer fu rther  questions.
Mr. Passman. Thank you very much, Mr. Shriver. I now yield 

the constitu tionally required 5 minutes to the gentleman from Mary­
land, Mr. Long.

AV OIDING  ARMS RA CE S

Mr. Long. Mr. Secretary, what  are we doing to keep our milita ry 
assistance and military  sales from sparking arms races? I noticed 
tha t is one of your intents , but  what  do we actually do to keep this 
from causing arms races and overthrowing constitutional governments?

Secretary Laird. Well, Congressman Long, I think that the review 
tha t we give to these programs to see tha t they are no t sparking arms 
races is very comprehensive. In  the Middle Eas t, where a large portion 
of this money is involved, I personally review and approve every 
request. We are trying to maintain a proper balance in tha t area 
because we feel a proper balance is important from the standpoint 
of maintaining some semblance of peace. This is a hard  judgm ent to 
make.

Mr. Long. It  is aw fully ha rd in the Middle E ast because the Com­
munists  are putting weapons in there. I think we can say tha t
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they caused the arms race more than we did. But what are we doing 
in Latin America where I don’t think tha t is true? I think what 
we are doing is causing arms races by giving arms to both sides.

STATUTOR Y LIMIT S ON U. S.  ARM S SA LE S TO LA TIN AM ERICA

Secretary Laird. As far as the Latin American countries are con­
cerned, we are limiting our grant  military assistance activities there to training only.

We are limited, by law, to $75 million per year as far as grant 
materiel and sales are concerned. This is total  grants and sales not 
including training. I think this is a great mistake.

I would like to point out to you why I think  this is a mistake. 
This has happened at a time when our defense industries are phasing 
down and we have cut back materially in our production of defense 
items—we have cut our procurement back about  $5 billion. By this 
June, Defense-related employment in indus try will have falleu by 
over a million in 3 years, and there are going to be fur ther reductions.

This limitat ion tha t we have on sales has meant tha t La tin America 
has turned more and more to the French and the British suppliers 
and they are moving in there with ever-increasing efforts.

Mr. Long. Surely you don’t believe we should be selling arms and 
giving assistance just to maintain employment in this country?

Secretary Laird. I do no t believe we should give up the market as 
far as military sales are concerned in Central and Latin America by 
a restriction of a $75 million ceiling when I can see tha t the market 
is being taken over almost entirely from abroad.

Mr. Long. You h aven’t mentioned the security aspects of it.
Secretary Laird. You asked me about  what we were doing. We 

are limited to $75 million, so we are doing very little. The request 
we have before you for 1972, includes $9.9 million for gran t training 
for Latin  America. We are limited to $75 million as far as military  
materiel grants and sales are concerned. I was merely relating tha t limitation-----

Mr. Long. I am glad, myself, tha t we are limiting our assistance. 
That is where we have to differ.

Secretary Laird. Would you permit me to put in the changes 
tha t have been made and the amount of sales that have been made 
by these countries? They have gone over $760 million and as far as— 
we have lost out on the F-5 —on the Mirage, in destroyers, in ship 
construction. I can go all the way down the  line and show you what 
is happening. We almost had some destroyers built  up in Ba th, Maine, 
but  the contract went to the British simply because we were not in 
a position to compete because of the limitation we have in our legislation.

Mr. L ong. Aren’t we, to  some extent, financing this by giving them 
economic aid which they can, in one way or another, use or divert to buy armament?

Secretary Laird. The amount of the economic aid is not great in 
Latin America, as you know.

Mr. Long. Through all faucets, isn’t it pre tty  substantial?
Secretary Laird. I would not call it substan tial. I do not believe 

tha t we are financing sales of military equipment tha t the French 
and the British-----
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Mr. Long. To any exten t at all?
Secretary  Laird. I couldn’t say to any extent.
Mr. Long. Let me shift to a different question, Mr. Secretary.
Secretary  L aird. Could I put  the  figures on sales in the record?

C O N SE Q U E N C E S OF L A T IN  A M ERIC A N  AR M S PU R C H A SE S IN  E U R O P E

Mr. Rooney. Wha t would be the consequence of our loss of the 
entire area in Latin America insofar as the purchase of our military 
arms is concerned? Wha t would be the consequence? x

Secretary Laird. The consequences could be serious, I think.
Mr. Rooney. I would think  so.
Secretary Laird. I think, Mr. Chairman and members of this 

committee, tha t the policy we are following could have grave conse­
quences. This is my personal view, looking at it as Secretary  of D e­
fense, and having met with my defense c ounterpar ts in France and 
Grea t Brit ain, -------- .

Mr. Long. If I can come back to the question, I think it is up to 
our Sta te Depa rtment to  sta rt negotiating a much harder line with  our 
so-called allies; because it is a heck of a note if we are in competition 
as merchants of death ju st to keep up employment and to keep France 
and Brita in out. I think  we ought to reexamine some of our foreign 
policy.

Secretary Laird. I ’d like to examine, too, what the Soviets are 
doing down in Latin America. I think it would be well to put in the 
record at this point information on Soviet sales. You can say that  it 
should all be turned over to the Soviets. Following your line of reason­
ing, that is the way i t would probably  go, but I am not for turning it 
over to the Soviets. I think the British  and the French are serving a 
purpose.

SO V IE T  M IL IT A R Y  A SSIS T A N C E  TO  L A TIN  A M ERIC A

Mr. Long. Those are your words, Mr. Secretary , and not mine. 
I don’t want the record to show tha t I am in favor of turning  any­
thing over  to the Soviets, b ut I would like to know just exactly w hat  
the Soviets are doing country  by country.  Do you have information 
on tha t?

Secretary Laird. Yes.
Mr. Passman. Without objection, tha t will be inserted in the 

record at this point.
(The information was submitted to the committee.)
Mr. Passman. I don’t see how any chairman of a subcommittee 

could place a time l imitation on a beautifu l lady like we have on this 
committee. I yield to Mrs. Reid.

Secre tary Laird. On some of these questions it is very difficult to 
get too many answers in in the  5 minutes. If I  could just  enlarge upon 
the amount by country—I think it should be in your published 
record—I  will see that  a copy is supplied for the record because I 
think this is an im portant point  tha t we are pursuing.

Mr. Long. I would like to see it.
Mr. Passman. Supply wha t you can for the record and give each 

of us a copy. At least the committee,  a copy of the classified informa­
tion which can be here for th e members to check.
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Secretary Laird. I think it is easy to condemn the British  and the 
French, but  I think it is be tter  for them to have their  contact there, 
if the Latin American countries are going to buy this equipment, than 
to turn over the whole sales area to the Soviet Union and the Eastern  
European countries. I think that would be an even greater error, 
Congressman Long.

I would like to show you how the Soviets are moving out around 
the world in this sales program and in this milita ry assistance pro­
gram. I do not believe tha t we want them to completely take over.

(Note: Additional information was supplied the committee.)

SO VI ET  WOR LD WID E MIL IT AR Y AS SIST AN CE

Mr. Long. I would like to have this question answered as par t of 
this story . Is the Soviet mili tary armed sales program as large as ours 
is worldwide?

Secretary Laird. No, it is not.
Mr. Long. I think tha t is a very important point that  ought to 

be made before we sta rt getting hysterical about the question whether 
they are going to take over the world markets. I think  we are way 
ahead of them. In a way I am sorry we are so far ahead of them be­
cause I think if anybody has sparked this thing to some extent, we 
have.

Mr. Passman. My apologies, Mr. Secretary  and Dr. Long. We do 
have rules tha t we are trying to abide by. The distinguished member 
is one of the able members of this committee and he has consumed 10 
minutes. It  only points out how foolish it is to adopt such a rule where 
you have 10 members on a subcommittee.  That means 2 hours jus t 
going around the table before you get into the real meat  of the mat ter.

Secretary Laird. I will be shorter in my answers.
Mr. Passman. Before we conclude, without being critical , you may 

rest assured a good record will be made. Each member of this com­
mittee is very independent. I am a dove at hear t, but a hawk until 
we get out of this trouble and I am supporting you all the way on 
military  sales. I  know where the markets  are going and I think we will 
establish the record and let the record speak for itself.

As I  stated earlier, it would take a smarter chairman than  I am, 
or a more brazen one, to try to place a time limitation on this beautiful 
lady tha t we are privileged to have on this  subcommittee. Therefore, 
I yield to the gentlewoman all the time that she may use within the 
5 minutes to interrogate.

Mr. Long. All the rest of the afternoon?
Mr. Passman. Within the 5-minute limit.
Mrs. R eid. I think you have  never had any difficulty.
Mr. Secretary, I want to join with the other members of the com­

mittee in welcoming you and personally congratulating you on the 
job you have done.

EFF ECT OF U.S . WITHD RA WAL  ON VIE TN AM ES E ECONOMY

In regard to the Vietnamization program. Our milita ry assistance 
program obviously plays an increasing role as our ground forces are 
brought home. I realize this is carried in the defense budget, but  there
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will be an effect on the economic assistance program here also. Would 
you comment on this?

Secretary Laird. Yes, there is an increasing effect upon the economic 
assistance program as we withdraw American military manpower 
from tha t area. American military  manpower in such a massive de­
ployment as was built up from 1965 to 1968 has had a considerable 
impact on the economy. For tha t reason, economic assistance To 
Vietnam will be even more im portant in fiscal year 1972-73 and as we 
go through these final stages of the Vietnamization program. As you 
know, the military  budget this year has a total funding for South 
Vietnam, in the overall service funded assistance programs, of about 
$1.8 billion. In the milita ry assistance service-funded request, it is 
up this year. The economic assistance request shows an increase this 
year. Th at increase is based upon the reduction of American forces.

Mrs. Reid. Which are continuing?
Secretary Laird. Which are continuing, and will continue through­

out fiscal year 1971, as well as 1972.

E A ST  A SIA  M IL IT A R Y  M A N PO W ER

Mrs. Reid. In regard to the concept called the total  force, in which 
reserve forces and the capabilities of friends and allies are counted 
along with active duty forces, what percentage of our total  defense 
strategy could we reasonably expect to come from our friends and 
allies?

Secretary Laird. In terms of manpower or in terms of dollars? 
I think it might be well to put  it in terms of manpower. Taking 
Asia at the present time, by the end of this fiscal year, we will have 
withdrawn over 325,000 men, U.S. military personnel from tha t 
area since I have been Secretary of Defense. That includes our with­
drawals from the Philippines, from Korea, from Japan  and Okinawa, 
and from Thailand as well as the withdrawals  from South Vietnam.

The overall military manpower has  been increased at the same time 
we have withdrawn our men. We have a larger military manpower 
pool with our friends and allies than  we had prior to the time we 
started our withdrawal.  So I think, if I could put  it in the record at 
this point in terms of manpower, I think it would give a clearer 
picture. Some of those countries are making a larger contribution  
in manpower than they are actual ly in material resources, because 
thev don’t have the resources but they have the manpower.

(I'he information follows:)
E ast  A sia  M il it a r y  M a n po w er

The number and quality of the forces of other friendly countries in East Asia, 
are important factors in our force posture in that area of the world. For example, 
we are modernizing the Korean forces while reducing our authorized force level 
by 20,000; we have provided military assistance to the Cambodian Government 
as it  has increased to  forces from some 40,000 to over 200,000 in order to defend 
its freedom; and there are now over 1 million men in the Republic of Vietnam 
Armed Forces which include Army, Navy, Air Force, and Marine Corps, as well 
as Regional and Popular Forces. In general, President Nixon said in his foreign 
policy report: “A decade ago our East Asian allies had abou t 1 million men 
under arms. Today, tha t figure has more than doubled, and the quality of equip­
ment and training  has significantly improved.”
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NA TO NA TI ONS — RE SO URC ES  AND MA NP OW ER

Secretary Laird. I could do tha t for NATO too, if you wish.
Mrs. R eid. I think it would be very good to have t ha t for the record. (The information follows:)

NATO NATIONS— RESOURCES AND MANPOWER

Total 
defense 

expenditures 
(m ill ions  of  

U.S. dol lars )
1970

Defense 
expendi tures  

as percent 
of GNR i

Size of 
armed forces

Populat ion military 
(tho usands) (tho usands)

Armed forces 
as pe rcent 

of to ta l 
populat ion

Be lgiu m.........................................................
Canada...........................................................
Denmark........................................................
France * 2 3........... .............................................
Federal Republ ic of Ge rmany....................
Greece............................................................
Iceland »..........................................................
Ita ly ................................................................
Luxembourg ..................................................
Netherlands..................................................
Norwa y..........................................................
Portugal.........................................................
Tu rkey ...........................................................
United Kingdom............................................
United States................................................

688.0 3.1 9,714 9 8 .0 1 .0
1 ,9 30.0 3 .0 21 ,479 9 3 .0 .4

36 8.0 2.9 4,92 9 44.0 .9
5,90 4.  0 4.7 50, 753 569.0 1.1
6,188 . 0 3.8 61 ,396 476.0 .8

453 .0 5.9 8,90 1 18 0. 0 2 .0

2 ,3 13 .0 2.7 54 ,607 496.0 .9
8 .3 .9 341 1.1 .3

1 ,0 82.0 4 .0 13, 034 11 6.0 .9
37 6.0 3.9 3,88 2 37.0 1 .0
39 8.0 7 .3 9,66 9 23 0.0 2 .4
59 1.0 5.5 35, 234 625.0 1 .8

5, 950.  0 5 .5 55 ,977 37 8.0 .7
75,9 22.0 8 .4 20 5,652 3, 005. 0 1 .5

* GNP is based on the “ factor co st " concept which diffe rs from  the “ market  value”  concept normally used to calcu late U.S. GNP. The facto r cost approach attempts to net o ut from GNP cer tain components of market cost which, st ric tly  speak­ing, have not added to the actual value of the goods or services, but  which are nevertheless included in its sel ling price  (e.g. , indirec t business and/or manufactu ring  taxes). GNP is ca lculated on the factor cost basis in order to eliminate the effects of differences in tax  rates, which vary  from  country  to country .
2 Not in NATO integrated m ilitary organ ization.
3 Possesses no defense forces.

U .S . COSTS  FO R SO UT HE AS T ASIA

Mrs. Reid. Is there  any way of determining the relative  cost rela­
tionship between the amount we are called upon to spend to help our 
various allies assume greater responsibility for defense under  the Nixon doctrine, and the amount we have been spending to maintain 
our own forces and bases throughout the world?

Secretary  Laird. Yes, there is. We can relate  that in Southeast Asia. As you know, when I made my first appearance before this 
committee, we had just  closed out fiscal y ear 1969. In that year, our Southeast Asia incremental costs, were $21.5 billion. In fiscal year 
1970 we brought  that down to $17.4 billion. This year—in fiscal yea r 1971—we have brought tha t cost down to about  $12.0 million. In 
fiscal year 1972 there will be further reductions. So we will have gone 
from $21.5 billion down to almost half that level by June of this year.

We do have some increases in mil itary assistance. We have m ilitary 
assistance increases  as far as Cambodia is concerned, but if you com­
pare the offsets as far as the dollars are concerned, the savings are substantial.

I have a little char t tha t shows those particular reductions in 
incremental Southeast Asia costs and the levels of suppo rt for free 
world forces in our military functions appropriations. I think those 
kinds of comparisons would be helpful.

Mrs. Reid. Would you supply the char t for the record?
Secretary  Laird. Yes.
(The information follows:)
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ES TIM AT ED  INCR EM EN TA L CO ST S OF SO UT HE AS T AS IA  AND  AMOUN TS FOR SU PP OR T OF FREE  WORLD FOR CES  

iDollars in billions)

Fisca l yea r—

1969 1970 1971 1972

Incremental costs, SE A ............  .............. $21 .5 $17. 4 $12. 0Amoun ts included in military function s appropriatio ns 
for support of free world forces in Vietnam, Laos, 
Tha ilan d, and related costs_________ ___________ 2.1 2.1 2. 3Free world force support costs as percent of total SE A 
increm ental cos ts............... ................................................ 9. 8 12.1 19.2 —

As shown in the table, the  incremental costs of Southeast Asia are  p rojec ted todrop  from $21.5 billion in fiscal year 1969 t o ---------billion in fiscal year 1972, areduction  o f --------  billion, or close t o --------- in 3 years. Assuming outlays forsuppor t of free world forces included in inc rementa l SEA costs can be equated  with programed amounts  during the  period, free world suppor t costs increase con­siste ntly  as a p ercent of to tal  SEA incremental costs, from less th an  10 per cent  in fiscal ye ar 1969 to  close t o ---------in fiscal year 1972.
Based on the  above  data,  the  reduction s in incremental Southeas t Asia costs since fiscal year 1969 have all been re late d to  reduced support cost requirements for U.S. Forces.
Mrs. R eid. Thank you, Mr. Secretary. Thank you, Mr. Chairman.
Mr. P assman. Thank you very much, Mrs. Reid. We will now yield to the distinguished member, Mr. Roybal.
Mr. Roybal. Thank you, Mr. Chairman.

RE ST RI CT IO NS  OF SA LE  OF  SO PH ISTICA TE D MILITA RY  EQUIP M ENT TO 
LA TIN AM ERICA

Mr. Secretary, I would like to follow the questioning along the lines 
of Congressman Long, and that is with regard to Latin America, and your philosophy with regard to supplying sophisticated military  equipment to those countries.

In visiting these countries we find, of course, that economically they are very poor. It  seems to me quite  a p ity that such large amounts of 
money are spent for military equipment when the only thing they can possibly do is fight one another. What is the Nixon administration’s 
policy with regard to supplying planes and other sophisticated military equipment to countries like Argentina and Chile?

Secretary Laird. We follow the policy as set forth by the restric­tive language tha t has been established by the Congress. It  takes a presidential  de termination, as you know, before sophisticated aircraf t can be sold utilizing U.S. Government credit.
Mr. Long. Are you referring to the historic Long-Conte amendment?
Mr. Passman. Conte-Long-Passman amendment.
Mr. Long. Once you make a success of something, evervbodv wants to be in on it.

BRIT IS H AN D FR ENCH ARMS SA LE S IN  LA TIN AM ERICA

Secretary Laird. But these restrictions are placed upon the sales, 
and I can assure you tha t as Secre tary of Defense I respect the man­dates of the Congress and live with them and follow them. I was
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merely pointing out, in answering Congressman Long’s question, tha t
since 1969 France was a t tha t time averaging ab out -------- , and the
restrictive language tha t has been placed in the bill by the Congress
has now provided France last year w ith-------- worth of sales.

Mr. Roybal. T o what countries, Mr. Secretary, has this equipment 
gone?

Secretary L aird. They sold --------  Mirages to Argentina at a
cost of -------- . They so ld-------- Mirages to Brazil at a cost of ---------.
These were the Mirage I l l ’s. They sold-------- Mirage 5’s to Colombia,
-------- . They sold -------- tanks, an d--------- armored cars to Ecuador
a t -------- . They so ld-------- tanks to Venezuela a t --------- . They sold
sophisticated rada r and communications equipment to Argentina at 
-------- , making a total  o f-------- .

At the same time period tha t we are talking about, the British have 
done the  same thing. They have doubled their sales. They have sold 
-------- frigates to Brazil at a cost o f--------- .

Mr. Long. Can I get a list  of this, Mr. Secretary?
Secretary L aird. Yes. Should I give some of these to you now?
Mr. Roybal. If tha t can be submitted for the record.
Mr. Passman. If i t is no t classified, submit it for the record.
Secretary Laird. It  is classified. I will try  to get as much of it 

declassified as we can.
Mr. Passman. Would the gentleman yield?
Mr. Roybal. I yield.
Mr. Passman. Could you give us the aggregate for the record. Then 

we will have the classified information in the safe, where all Members 
can see it.

R E A SO N S for classifying sales data

Mr. Long. I am wondering why it is classified?
Mr. Passman. The Secretary of Defense makes tha t decision.
Mr. Long. These are sales by  a foreign country to another foreign 

country. 1 don’t see why they are classified?
Secretary L aird. It  is because of the source by which we got this 

information tha t it is classified. I think we could round off, the prices 
and give you figures tha t would serve your purpose.

Mr. Long. If you give us the figures we might explore this with 
you later.

Mr. Passman. If the gentleman will yield further,  if you will give 
us the aggregate cost, then  give us the countries, the items and the 
amount as a classified item, we will put them under lock and key, and 
each Member can come in and have a complete look at the record. Is 
that  acceptable?

(The information was supplied to the committee.)
Mr. L ong. Yes, and I  would also like to explore later to what  extent 

some of these items could be declassified.
Mr. Passman. That will be up to you and the individual as far as 

I am concerned. When they submit it classified or secret I am going 
to respect it. If you request tha t i t be declassified, they will make the 
decision.

STATUTORY R E S T R IC T IO N S  A ID E D  B R IT IS H  AN D F R E N C H  SA LES

Secretary Laird. The point I want to make is th at the U.S. foreign 
mil ita ry  sales orders in fiscal year 1969 were about $1.7 billion. Even
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with increases in prices, these restrictions in fiscal year 1970 reduced foreign military sales by about  $700 million.
The point tha t I think we should consider is tha t this restrict ive language is not really accomplishing the purpose tha t I believe many 

of the supporters had in mind when they placed it  in the legislation.Mr. Long. If the gentleman will yield for a moment.
Mr. Roybal. If I can have one additional minute?
Mr. Passman. I yield to the gentleman the time required to offset the time I consumed.
Mr. Long. I don’t think we ever supposed that this was going to stop completely any arms race. We merely felt tha t so far as the United States was concerned, our conscience would be clear, insofar as sparking arms races and tha t our economic aid would not be diverted to enable countries, contrary to our intention, to be using tha t money either directly or indirectly to buy a lot of weapons, and 

create all kinds of military  situations tha t I think are undesirable from their point of view, or from the point of view of the rest of the world. Bu t 1 don’t think  we ever believed that we were going to achieve world peace by those amendments.
Secretary Laird. As you know, we do maintain a very low profile, and we follow the manda te of this Congress.
Mr. Long. 1 w ant to compliment you for doing that.
Secretary  Laird. As far as sales policy is concerned, we are main­taining a low profile, and we are following the preamble of the military 

and economic assistance act, but  I thought it was im por tant  for the committee to have this kind of information, and tha t is why I make it  available.
LATIN  AM ER IC AN  NEE D FO R ARMS QUES TI ONE D

Mr. R oybal. A few years ago I attended a conference in Uruguay, and met with many of the Latin American leaders, whose purpose for meeting with us was to talk  about military assistance. After a couple 
of hours of conference, it  was finally determined by those of us who went to Uruguay from Washington that they made one important point. Th at is that  this military equipment was needed, not  because 
they had any border  problems, or because they were going to fight any particular nation , bu t because once a year they  had a parade, and they 
displayed their milita ry equipment.  This man told me it was most embarrassing to have to show only equipment tha t was obsolete and 
used in World W ar II.  The Mirage, for example, is a fighter plane, is it  not?

Secretary  Laird. Yes, it  is.
Mr. Roybal. I think  you need a fighter plane when you are going to fight. Th at plane would perhaps not be sophisticated in our par­ticular terms, bu t it is sophisticated equipment  to them. After hearing this kind of a s tatemen t from the man who is leading the delegation, in justification for military assistance, I came to the conclusion tha t 

they not only did not need this kind of military assistance, but  tha t they were using some of our aid money to buy some of these planes. If not buying them from us they were buying them from France, and as long as we continued to give them aid on one side, they are going to use some of thei r own money to buy military  equipment.
I think this committee must examine very closely the continuat ion of tha t par ticular policy, for I do not believe tha t we should give them x amount of dollars in aid so tha t they can spend the same amount
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for pianos, as one particular  country did just a couple of years ago.
I realize that  tha t doesn’t require an answer, Mr. Secretary, but  I  am 
glad you gave me the oppor tunity to put tha t in the record.

Mr. Passman. Thank you, Mr. Roybal.
Secretary Laird. I think it is im portant for us to bear in mind tha t 

a very different situation does exist in Latin America. The military 
is the  only cohesive group in many of the countries in Latin America, 
and they are very impor tant.

Mr. Roybal. In Argentina and Chile, for example, the military 
changes. First one group takes over and then another. Now which 
side are we going to be on? We can’t possibly be on both sides, or can 
we? I know we have been in Cuba and in other countries, but  it 
seems to me to be a bad situation, when we have to put our money in 
on whatever side decides to take over a par ticula r country.

U .S . R E D U C IN G , SO V IE T S E X PA N D IN G  M IL IT A R Y  AD V IS O RY  A C T IV IT IE S

Secretary  L aird. I th ink you have to look at what the Soviet Union 
is doing in the world today. They did not react as some people thought 
they would to our withdrawing and cutting down on our milita ry 
assistance groups. In 1968 we had about 7,500—give or take a few 
hundred—military officers assigned to our mil itary missions. We have 
reduced tha t down to 3,680. In 1968 the Soviet Union had about 4,000. 
They have gone up now to over 9,000, so in the period of time while 
we are reducing our military assistance groups throughout  the world 
from over 7,000 down to less than 4,000, they have gone from 4,000 
up to 9,000. I think tha t tha t is ra ther significant. They must attach 
a great deal of importance  to this kind of contact in the various 
countries where they are maintaining  these missions.

Mr. P assman. Tha nk you, Mr. Roybal, I have to move with great 
caution in the position I have as chairman of this committee. I have 
served in the House with three Presidents, namely John F. Kennedy, 
Lyndon Baines Johnson, and Richard  M. Nixon. I read in the press 
a few months ago where a member of this committee aspired to the 
nomination in 1976. Members of the committee, a future  President, 
Don Riegle of Michigan.

Mr. Laird. Mr. Chairman, I didn’t realize that tha t was 1976 
he was talking about.

Mr. Passman. We just  moved the date up a moment ago.
Secretary Laird. I think  you rather downgraded him.
Mr. P assman. The  gentleman from Michigan has the  right to correct 

my remarks in the  record.
Mr. Riegle. Th at may turn  out to be the year 2076. What  he 

didn’t say  is t ha t we are envisioning a Riegle-Passman ticket.
Mr. Passman. Now I will have to correct the record.
Secretary Laird. I would say you have kept it very hot in here all 

the time, Mr. Chairman, whether you are a candidate or not.
Mr. Riegle . I jus t wan t to say as I begin my fifth year on this 

subcommittee  tha t I am pleased to serve with the chairman from 
Louisiana, and i t is a pleasure to have the Secretary of Defense here 
today. I think he has been a good Secretary of Defense and I respect 
the job tha t you have tried to do, since having this job, and I realize 
it is a difficult one.
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I wante d to say  a t the  ou tse t, not ing  the  othe r da y in the  press th at  
we had made the  decision  to tak e the  rem ain ing  serv icem en off the  DM Z in Korea , th at th at  was a very encouraging thing to read. You  
will probably recall th a t some 2 3 ears  ago my  fellow sub com mittee me mb er,  Ga rn er  Shr ive r, and I had come back  from  Ko rea  and  
quest ion ed whe the r we should kee p our  men on t hat border nose -to-n ose 
wi th the Nor th  Ko rea ns,  and I recall your  being very responsive 
ab ou t it  at  the  time. I t  was  sat isfyin g to rea d ab ou t th at change. We 
wou ld bo th  like to th ink th at perha ps we p ar tic ipated  in a very  small wa y in framing t hat quest ion .

INCREMENTAL COSTS FOR VIETNAMESE CONFLICT

Mr. Secre tary, wi th res pect to the  expen diture  level s in Vietn am  th at  you  cite d when  Mrs . Reid was cross-examin ing, wh at  has  been  
our agg regate  expen diture  in Ind ochin a since the  admi nis tra tio n took office? I g athe r it  is somewhere in the  range of $30 to  $40 bill ion to da te,  if yo u tot ale d all ca tegor ies. But  w ha t would be the  up- to- da te f igure?

Secre tar y Laird . Would you  like th at  f igure  to be to ta l costs?
Mr. R iegl e. Pr imari ly mi lita ry.
Secre tar y Laird . You see, the re is a difference. We can give you 

the inc rem ent al cost s and  the full costs. The inc rem ental  costs would  
cov er only the  ex tra  costs above peacet ime  str en gth s and  opera ting level s associated with our presence  in Asia, whereas the  full cost s wou ld include  all of the  cos ts of our  forces engaged  plus then* support . Th is would inclu de, for example, our carr iers . We would assume th a t 
the car rie rs would still  be in our inve ntory af ter the war. The ships, and  the  othe r base line  un its  would still  be in our inv entor y.

Mr . R iegl e. Is a por tion of their cost presen tly  added to the  V iet ­
na m exp end itures , to the  ex tent  th at ship s offshore are used , lan din g craft, and so fo rth , or are they  no t?

Se creta ry  Laird . Mu ch of their  cost s are  no t included in the  incre­
men ta l costs . Th ey  are  included in the  full cost  f igures. As you  know, th e fiscal ye ar  wi th the  hig hest inc rem ental  cos t was more th an  hal f 
gone ju st  pri or to my  tak ing  office. Th e inc rem ental  cost s were $21.5 billion in fiscal ye ar  1969. Th e full cost s of the  war at  th at time were close  to $29 billion.

Fo r example, when we tak e a Marine  division  ou t of V ietn am and  
put it  in Okinawa, it  is still  pa rt  of the  defense budget.  I t is stil l par t of ou r costs. It s en tire opera ting cost s would be counted  as par t of the $29 billion full cost s i n fiscal year 1969. Only the ex tra  costs  a bov e 
th e normal  pea cet ime  opera ting level would be counted  as far  as incre me ntal cost s are concern ed, beca use it  is a par t of our base  line force , and the pea cet ime opera ting costs of the  Mari ne  division would be paid any way.

Fo r a ca rrier th at is opera ting off the  coa st of Vietn am , the  ma jor  th ing s th at are  in the  inc rem ental  cost s are the  am mu nit ion  and the  expenses in ste am ing  ove r pea cet ime opera ting rat es . Th e oth er cost s 
are  no t inc luded because th e carrie r is a pa rt  of ou r base line  force st ru ctur e.  Am I ma kin g myself  clear?

Mr. R ie gle . Yes, yo u are. How  far  o ut  does th a t per imete r extend  which  wou ld stil l incl ude , as the base  costs , the cos ts th at you would no rm all y asso cia te in a genera l way wi th Ind ochin a?  Does  th at  go ou t 2 or 300 miles? W ha t is the opera tin g rad ius?
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Secre tary L aird. In  the to ta l costs , eve n the rep lac em ent car rie rs 
coming on stat ion would be involved.

Mr. R iegl e. N o m at te r where they  go?
Secre tary L aird. The y go all th e way back to the State s, you see. 
Mr . R iegl e. Cou ld you th en  supp ly for  th e reco rd, bo th  the in­

crementa l and the  to ta l cos t since  the  ad min ist ra tio n assumed office? 
Secre tary L air d. Yes; we will do th at .
Mr . R iegl e. U p to th e presen t tim e.
(The inf orma tio n follows:)

SOUTHEAST ASIA OUTLAYS 

[Dollars in bill ions]

Full costs Incremental 
cost

Fiscal year 1969................................. ................... ......................... ......................................
Fiscal year 1970.................................................................................................. ....................
Fiscal year 1971.......................................................................................................................

$28.8 $21.5
23.1  17.4
15.3 12.0

Note : Based on the  above data, and assuming fiscal year 1969 costs may be prorated , fu ll SEA costs fo r the  period 
February 1969-June 1971 are estimated at $50,400,000,000; incremental SEA costs fo r the same period are estimated 
at $38,400,000,000.

DOW NW AR D T R E N D  IN  SO U T H E A ST  A SIA  E X P E N D IT U R E S

Mr. R ie gle . Can you tell  me wha t th e presen t ra te  of ex pe nd itu re  
is now  on a m on thl y bas is, the ap pro xim ate  r at e in bo th  categor ies?

Secre tar y L air d. Yes.  At  th e presen t tim e we are  spendin g at the  
annual ra te  of ap prox im ate ly $11 bill ion. We will  bring  th a t dow n in 
the 1972 b ud ge t to a ra te  o f --------- .

Mr. R ie gle . T hat  is inc rem ental?
Secre tar y Laird . T hat is incre me ntal.  T hat is th e ad di tio na l cos ts 

of our  presence . Th e forces th a t are  coming ou t of V iet nam now are  
alm ost  en tirely  par t of our bas elin e force.  So we stil l have  mu ch  the 
sam e expense  associated  with  the m,  if we br ing  them  ba ck  to the
Un ite d S ta te s ,--------- or as par t of our  b ase line force  s tru ctur e.  That
cos t continues, and so the re  is l itt le  sa ving. We have  a lre ady r etur ne d,  
as far as our Go ve rnme nt  is concerned , the so-c alled peace div ide nd. 
Wo h ave r educed  o ur cos ts su bs tant ia lly  as we ha ve  app lied  ou r Viet-  
nami za tio n p rog ram .

As y ou  know , the  f iscal 1972 Defense  b ud ge t is at  alm ost  the sam e 
ou tla y levels as the fiscal 1964 budget, in ter ms  of  c on sta nt  fiscal 1972 
dol lars . We ha ve  alr eady  re tu rn ed  the  pea ce div ide nd  as far as the 
co un try  is con cerned , the firs t tim e th at th at ha s eve r been don e at  a 
tim e when we are  sti ll engaged in a war .

A P P R A IS A L  O F L A O TIA N  O PE R A T IO N

Mr. R ie gle . Ju st  one othe r quest ion , in lig ht  of the tim e here. As 
Members of the Congress we ha ve  g ot ten  d iffere nt kin ds of appra isa ls 
on the Laos si tuat ion,  becau se a l ot  of people are  tal king  a bo ut  i t and 
it  is difficult to kn ow who is info rmed an d who is n’t b ut I  am  wondering 
if vou  could give  us a ve ry brief assessment of how th at opea tio n is 
going , and  w her e th ing s stan d today.

Secre tar y Lair d. I th in k I would like  the chair ma n to bri ef you on 
th at , if i t is agre eable.
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Mr. Passman. Yes, Admiral Moorer.
Admiral Moorer. Yes, sir, Mr. Chairman. I will be pleased to repeat what  the Secretary of Defense and I reported to the Senate Armed Services Committee on the s ituation as it  stands today.This operation was conceived as being in three phases. In the first phase, the South Vietnamese were to move into Laos; in the second phase they were to disrupt the Ho Chi-Minh Trail, moving around from place to place, uncovering caches and disrupting the roads. The third phase was to consti tute the withdrawal of the South Vietnamese back into South Vietnam.
As was expected, the enemy reacted  very violently to this operation. The loss of Cambodia to the N orth Vietnamese for use as a sanctuary, and particularly loss of the use of the  port of Sihanoukville last year, has made it necessary for the North  Vietnamese to bring all of their supplies down from North  Vietnam through the Ho Chi-Minh Trail. Consequently, unless they can continue to use this avenue of logistics supply, they are essentially out of business for conducting their aggressions in the southern par t of Indochina. This was the reason the South Vietnamese wanted to conduct this operation and this was the reason we expected the North  Vietnamese to react  strongly to the operation. We were willing to accept this enemy reaction since the South Vietnamese for the first time had developed to a point where they had an independent capability to plan and execute an operation of this complexity and go i t alone without U.S. advisers or without any U.S. ground assistance. Still we are, as you know, providing full air assistance, both fixed wing and helicopter.
The operation has been marked by a series of very sharp clashes throughout the area and, in general, from the overall view, the  South Vietnamese have exhibited outstanding fighting ability. The Nor th Vietnamese commanders have reacted with no regard whatever for their own casualties. They have made mass assault after mass assault throughout the area.
In contrast, the South Vietnamese have used a tactic which was designed in advance, wherein they could take full advantage of this air support. In the process of conducting this operation, when they would make a contact,  they generally would back away, and call in air support. As a result of this tactic, we have had frequent si tuations wherein they would pull back and then move forward again into the area and find several hundred North Vietnamese casualties.It  is reckoned tha t as a result, the North Vietnamese have lost approximately 13,000 men so far. We feel t ha t this is a fa ir estimate as such estimates go. However, there may be even greater losses tha n this. We do know tha t there are many areas in Laos th at were hit by aircraft where the South Vietnamese did n ot enter. Consequently we feel there are additional losses not reported by the South Vietnamese.The North  Vietnamese, react ing strongly to what was taking place, also introduced a very large number  of tanks. -------- .
-------- . General Abrams himself estimates these tank  losses to besomewhere in the vicinity of 50. He thinks probably that the actua l loss figure may be in between say 80 and 90—but  in any event we can conservatively say the enemy has lost one-tliird of his tanks  as a resul t of the Laos encounter.
As of today, the withdrawal phase of the campaign is essentially completed. There are now about 2,000 South Vietnamese left in Laos.
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These are the South Vietnamese Marines. Also a few other armored 
forces on the Laotian border were fighting this morning in a limited 
action with the North Vietnamese tanks. They destroyed two or 
three of them.

There have been some suggestions in the newspapers that  this 
operation was a rout for the South Vietnamese. This was no t the case. 
Every South Vietnamese unit came out intac t, with their command 
and with their tactica l integrity maintained. Some of the units 
naturally were very hard hit, and these will need refitting and re­
plenishing. On the other  hand, General Abrams reports th at out of the 
33 maneuver batta lions  of the North Vietnamese, tha t only 17 are 
currently effective as a result of these casualties 1 mentioned. They 
are the ones that are operating generally in the eastern border of 
Laos against the South Vietnamese forces.

I think  on balance, in light of the fact tha t the North  Vietnamese 
did have their supply lines disrupted, tha t they did lose a very large 
number of people, tha t they did lose a large amount of supplies and 
a large amount of their tank force, and trucks, we feel this is going to 
have a significant impact on the future, and limit what the enemy 
can do.

We knew, for instance, the North Vietnamese had two divisions 
poised to come into Mili tary  Region I, before this operation com­
menced. Now they probably  won’t be able to have this posture. In 
about 3 or 4 months we will have, I think, a be tter  assessment of this 
impact,  but even now, on balance, we think  it was a productive 
operation.

Mr. R iegle . One clarification before yielding. Do I understand 
then tha t the central part of this strategy was tha t the South Viet­
namese were essentially used as a decoy, to draw the North  Viet­
namese, or whoever the enemy forces were, into place so t ha t our air 
power could come in and destroy them in large numbers?

Admiral M oorer. No, I wouldn’t agree with the use of that  term, 
because the South Vietnamese provided the ground forces. They 
provided the ground side of the air-ground team, which permitted this 
type of operation.

I should point out to you tha t the major ity of the North  Viet­
namese were killed on the ground by the South Vietnamese soldiers, 
so I am not suggesting t ha t the majority of the enemy were killed by  
air by any means.

Secretary Laird. I think tha t tha t point is important.  Chairman 
Moorer and I were in Vietnam in January. We met with President  
Thieu. We met with the Join t General Staff of the Vietnamese mili­
tary forces. They presented this plan of operation along with the 
plan of operation which they wanted to conduct in Cambodia. They 
requested air support for their operation in Laos.

I spent a considerable amount of time, and Admiral Moorer spent 
a considerable amount of time, in going over the plans which they 
had in their requests for air support. The primary objective of their 
operation was to do what they could to disrupt the enemy supply 
routes in the Ho Chi-Minh Trail area, and to prevent the enemy 
from carrying on military attacks in Military Region I.

They were concerned th at tha t is where most of the fighting would 
take place, during this dry season. It  would take place in Military
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Region I, because of the shortness of logistics supply lines to Milita ry 
Region I.  They felt that the North Vietnamese could carry on mili­
tary  opertions in Military Regions II I and IV later  on during this 
year, if they were able to resupply during this dry season. They 
wanted to disrup t those supply lines for that reason, so that they 
would not be able to replenish the Cambodian sanctuary areas, and 
would not be able to replenish their troops in Military  Regions II I

As I was briefed on the operation by President Thieu and General 
Binh, they anticipa ted it would go from 5 to 8 weeks. As it turns out 
with this withdrawal phase, which will probably be completed within 
the next 24 hours, I would think, they stayed a little over 6 weeks. 
We had agreed to provide air support for Lam Son 719 through  the 
5th of April, but tha t was in the time frame tha t the job was to be 
done.

I think in order to assess the  operation and its effects, you have to 
see what happens in Military Regions II I and IV. They are always 
going to have the capability of mount ing attacks in Milita ry Region 
I because of the shortness of the logistics supply route. But now we 
have to see wha t does happen, if they are able to refit and resupply 
their troops down there, because they cannot supply them any longer 
through Cambodia.

Mr. Passman. Than k you, Mr. Secretary. Thank you, Mr. Riegle 
and Admiral Moorer.

Mr. Hathaway?
Mr. Hathaway. Thank you, Mr. Chairman.

L IC E N S E S  TO  E X PO R T  M IL IT A R Y  E Q U IP M E N T

Mr. Secretary, it is a pleasure to have you with us. I ju st wanted to 
straighten out in my own mind some of the s tatements tha t you have 
in your general statement. On page 6 you indicate in the fifth con­
sideration, the commercial sales of most types of milita ry equipment 
must be individually licensed by the Depa rtment of State,  that is 
not in conjunction with defense? Why doesn’t Defense do the licensing?

Secretary Laird. We participate in that , but the actual licensing, 
must be done by the Department  of State. Under the terms of the law 
tha t is the way in which we operate.

Mr. Hathaway. But with your cooperation?
Secretary Laird. Yes, we cooperate with them, but the actual 

licensing is done by S tate.
N E W  L E G IS L A T IO N  FO R SE C U R IT Y  A SSIS TA N C E

Mr. Hathaway. The bottom  of page 6 going over to page 7, you 
indicate tha t there is a review going on as to procedures and organiza­
tions for the planning and adminis tration of all elements of the mil itary 
assistance program. I just wonder when that  review will be completed?

Secretary L aird. The  legislation which will be submitted—I am not 
sure of the exact date—will be submitted to the Congress with in 10 
days to 2 weeks, with a day or two on either side. But 1 didn’t wan t to 
delay my appearance, because the chairman had gotten in touch with 
me and with my office. We felt that  this portion of the program is all 
firm, there was no reason tha t this committee shouldn’t go forward
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with its hearings. It  should not wait for th at repor t and the legislation 
to be delivered, b ut it will be delivered to you shortly.

A M OUNT OF N E W  A P P R O P R IA T IO N S  N E E D E D

Mr. Hathaway. On page 8 I want to know if I have the figuring 
correct. You say you want $1.2 billion of new obligational author ity. 
Is tha t the .7, .3, .3, the last three items in the top bracket,  adding up
t o -------- . The total  adds up t o -------- . Th at would add up to 1.3
really.

Secretary L aird. The top of page 9.
Mr. Hathaway. The 1.2, how docs tha t fit into the total of 5.2? 

Which items on th at table totaling  5.2 makes up the 1.2?
Secretary  Laird. I can give that to you. It  is right  here, grant 

military assistance of $705 million, and then the foreign military 
credits—including the credits to Israel—of $510 million. Those are the 
items.

Mr. Hathaway. Th at is wha t I thought. Thank you.

grant aid replaced by sales at concessionary terms

On page 11 you indicate it is your hope that it will eventually 
completely replace such funds, “even if offers of concessionary terms 
are necessary to replace grant aid.” What concessionary terms do you 
have in mind, soft currency?

Secretary Laird. Extending the terms of payment.
Mr. Hathaway. Beyond the 10 years?
Secretary  Laird. Beyond the 10 years, perhaps going to 20 years. 

This is an example of the types of changes.
Mr. Hathaway. Y ou had n’t considered soft currency payments or 

anything like that?
Secretary  L aird. Tha t has been considered, but  I believe tha t we 

would bo more a pt to go in the direction of longer term credits. As you 
know, in the case of Israel now, we are giving them a l ittle different 
credit terms than in regular foreign military sales.

Mr. H athaway. What is that?
Secretary Laird. Under the  terms of the Military Procurement’Act 

that  covered the 1971 authorization for the Department of Defense, 
pro visions were written into tha t bill in the rider that was adopted in 
the Senate and approved by the House, which gave to the President, 
and he has assigned i t to me, the authority to give terms at least as 
good as the Foreign Military  Sales Act.

The interpretation of tha t has been that this places Israel in a 
favorable position under the terms of t ha t act.

agency responsible for security assistance

Mr. Hathaway. One more question on the statem ent. On page 7 
you say you strongly oppose proposed legislation to shift the entire 
responsibility for security assistance to the State Departmen t and 
phase out the g rant  and sales program in the near future.

Could you give me your reasons for that?
Secretary Laird. I have a good many reasons for that . At the 

present time the State  Department and the Departmen t of Defense
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with its hearings. It  should not wait for tha t report and the legislation 
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Secretary L aird. The top of page 9.
Mr. Hathaway. The 1.2, how docs tha t fit into the total  of 5.2? 

Which items on th at table totaling  5.2 makes up the 1.2?
Secretary Laird. I can give that to you. It  is right  here, gran t 

military assistance of $705 million, and then the foreign military  
credits—including the credits to Israel—of $510 million. Those are the 
items.

Mr. Hathaway. Th at is wha t I thought. Than k you.
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are necessary to replace gran t aid.” What concessionary terms do you 
have in mind, soft currency?

Secretary Laird. Extending the terms of payment.
Mr. Hathaway. Beyond the 10 years?
Secretary  L aird. Beyond the 10 years, perhaps going to 20 years. 

This is an example of the types of changes.
Mr. Hathaway. You h adn ’t considered soft currency payments or 

anything like that?
Secretary  L aird. Tha t has been considered, but  I believe tha t we 

would bo more apt to go in the direction of longer term credits. As you 
know, in the case of Israel now, we are giving them a l ittle different 
credit terms than in regular foreign military sales.

Mr. Hathaway. What is that?
Secretary Laird. Under the  terms of the Mili tary Procurement’Act 

that  covered the 1971 authorization for the Depa rtment of Defense, 
pro visions were written  into tha t bill in the r ider tha t was adopted in 
the Senate and approved by the House, which gave to the President, 
and he has assigned i t to me, the authority to give te rms at least as 
good as the Foreign Military  Sales Act.

The interpretation of tha t has been tha t this places Israel in a 
favorable position under the terms of t ha t act.

AG EN CY  RES PO NSI BLE  FOR SE CU RI TY  AS SIS TA NC E

Mr. Hathaway. One more question on the statement. On page 7 
you say you strongly oppose proposed legislation to shift the entire 
responsibility for security assistance to the State  Departmen t and 
phase out the g rant  and sales program in the near future.

Could you give me your reasons for that?
Secretary Laird. I have a good many reasons for that . At the 

present time the State  Departmen t and the Department of Defense
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Secretary Laird. Not to my knowledge .-------- These are Govern­
ment guaranteed credits tha t are going forward, but  I am sure the 
British and the French would respond if you ask them the question 
tha t I do, t ha t they would ra ther be selling the Mirage there than  to 
see Mig-21’s sold in the area, and the Russians are very anxious to sell 
the Mig-21. Tha t is the  kind of response one receives, but  they have 
increased their sales tremendously. When you take tho amount of 
material tha t the French and the British are putt ing in there, it is a 
substan tial increase since we have had this limitation in our bill. It  is 
something that certainly has had an adverse effect upon our defense 
industries.

DOWN WA RD TR EN D IN  U .S . ARMS SA LE S

Mr. Hathaway. Did you say the total allied sales are g reater than 
the tota l Communist sales or did you say the to tal U.S. sales, in answer 
to Congressman Long’s question?

Secretary Laird. I said the total U.S. military sales were greate r 
than  the total Soviet m ilitary sales, but in that context we were not 
limiting it to Latin America. We were talking worldwide.

Mr. Long. Would the  gentleman yield on tha t?
Mr. Hathaway. Certainly.
Mr. L ong. Isn ’t it  true th at we are a greater seller of military  arms, 

or giver, than all of the rest of the world put  together?
Secretary L aird. No, that is not true. It  is important for everyone 

on this  committee to realize tha t British and French sales now equal 
those of the United States. This has happened within the last 2 years.

Mr. Long. Current ly. Historically we arc still No. 1, aren’t we? 
We have sold more and given more than  all other countries in the 
world pu t together.

Secretary Laird. I would assume that is correct, but let me check 
the figures.

Mr. Passman. Can you insert it in the record?
Secretary Laird. I will put  i t in the record. I assume th at is prob­

ably correct.
(The information follows:)

T otal U.S. M ilitary  Assistan ce Versus Other  Countrie s Worldw ide

I t is true th at  since the  init iation of U.S. mili tary  assistance in all forms, 
including gra nt aid and cash and  credi t sales, the United  States has sold or given 
more to the  free world than  all other countries combined have sold or given to 
the  free world.

The da ta available to us indicates that,  for the  period 1954-70, the tot al value 
of m ilita ry assistance provided by all countries, including both Communist bloc 
countries  and those in the free world, to free world  recipient s tota ls approximately  
$17.3 billion. Th at  to ta l includes both  cash and credi t sales as well as out righ t 
grants.

During the period  fiscal year 1950-70, the  dollar value of mili tary  assistance 
deliveries to all free world countr ies by the United Sta tes including both grant 
and sales t ota led  approximately  $40 billion.

Secretary Laird. The point I  am making is th at the shift has take n 
jilace, and now the British and the French are equal to the United 
States  as far as milita ry sales are concerned. As for the Soviet Union, 
I have already put  in their figures. They are now up considerably 
and we have already put  tha t in the record.
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Mr. H athaway. We are going to have all those figures  for the  record .
Mr . P assman . Wo uld the  gen tlemen yield for some clar ificatio n? I believe it  may  hav e been General Y\ arr en  who test ified to thi s fact  last year,  th at  we recognize th a t all of thes e na tions  are  de­ter mined to have mili tary  eq uip men t an d they  are de termined to pro cur e it  somewhere. Of course the Un ite d Kingdom, France  and  the oth er Na tio ns  who manufac ture  and sell mi lita ry eq uip men t recognize th a t there is a big pro fit inv olv ed for the  manufac turer and possibly a big tax for the  governm ent. And  as we are bac king ou t, they  are going in and  tak ing the marke t. Is  th at wha t we were told las t yea r?
General  W ar ren. Yes.
Secre tar y L air d. Th ere  is no quest ion  ab ou t th at .
Mr. P assman . Tha nk  you very much.  Mr. McEwen?
Mr. M cE wen . Tha nk  y ou,  Mr. Ch air ma n.
Mr. Secre tary, I pa rti cu larly  welcome at  my  firs t meetin g as a me mb er of the A pprop ria tions  C om mi ttee seeing  you here and  Ad miral Mo orer, Gen era l Warr en , and these othe r gen tlem en.

SO U TH  V IE T N A M E S E  M IL IT A R Y  C A PA B IL IT Y

Mr. Secre tary, one quest ion  I am prom pted  to ask  by Admiral  Moo rer ’s r ep or t on the opera tio n in Lao s, which I mi gh t say  g ives me a som ewhat  dif ferent  view th an  what I have been  ge tting  from  my  TV tube  at  hom e and from  the press.  I hav e been ga the rin g from  the  news th a t possibly th is was a mili tary  dis ast er second only to wh at the TET offensive was. Looking  down the  road, hop efu lly  no t too far , Mr . Secre tar y, if the prog ram  of Vietn am iza tio n proceeds  with success, more mili ta ry  ass ista nce  is given to the  South  Vie tnam ese and more an d more th ey  assume the responsibil ity , do you foresee,  Mr . Secre tary, an y pro blem in res tra in ing,  if thi s shou ld come abou t, the So uth  Vietnamese  i n wh at  act ions they  m igh t wish to tak e aga ins t Nor th  Vietn am ? I know we have  been  very cog nizant  of sanc tuary for a long  time. I wonde r if they  sha re th at  feeling.  We have  said  we have no  design s on the  te rr ito ry  o r the  Go vernme nt of N or th  Vietn am. Do  you foresee an y p rob lem  in  our relati ons with  the So uth Vietnam ese , in possibly ask ing  th at they  restr ain their  actions?
Se cre tar y Lair d. N o; 1 do no t. In  our Vietnam iza tion pro gra m,  as I exp lained here la st  year,  pha se 1 of the  Vietn am iza tion pro gra m involve s the  tu rnov er  of the gro und co mb at  resp ons ibil itie s to the  forces  of the  South  A ie tna mese for the  security of the ir own coun try . Ph ase  2 consists of dev eloping within So uth  Vietn am , the  air , nava l, logis tics, art illery , and othe r su pp or t cap abi liti es nee ded  to maintain effec tive independen t securi ty.  Phase  2 runs  concurr en tly  wi th pha se 1, bu t phase 2 tak es  a lit tle  longer because of the  tra ini ng  th a t is req uir ed.  I t  is tru e th at the  S ou th  Vietn amese Air Force is being bu ilt  in to  a very subs tan tia l force. A ye ar  ago they  ha d 23 squ adron s. Tod ay  they have  33.  By  fiscal 1974  they  will have 50. A year ago the y ha d abou t 150 helicop ters . To da y they  hav e ove r 350 hel icopters. Th ey  have one of the  largest hel icopte r forces  of any free wor ld arm y wi th  the  exception of the  Un ite d State s. Th ey  hav e 1,10 0,00 0 men  in thei r reg ula r forces.
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As far as the South Vietnamese being able to maintain their own 
security, protect their country  agains t the  thre at of both the Vietcong 
and the North Vietnamese, I have no question tha t the Vietnamizat ion 
program is giving them tha t capability—the Vietnamization program 
and the guidance in tha t program were to give them the capability  
of defending their own country—maintaining their own security 
against both the Vietcong and the North  Vietnamese threa t. There is 
no question tha t they will be able to carry on operations whether it 
be in Cambodia or in Laos, or they could carry them on in North  
Vietnam. Bu t they  do not have the kind of capability tha t would allow 
them to operate in the north as the United States operated in the 
north  prior to the so-called understandings of 1968. I am trying to 
answer the question as rapidly as I can in a short period, but I could 
fill in on tha t a littl e, because I do think  there are certain restrictions  
that are bui lt in to the program. Perhaps Admiral  Moorer would com­
ment on that. 1 think I have covered most of it.

Admiral Moorer. Yes; you covered it very well, Mr. Secretary. 
The South Vietnamese Air Force is designed to provide a balance with  
their ground forces, so they can carry  ou t their task of defending their 
own country.

Secretary Laird. You see, there are some people who feel th at you 
should create the South Vietnamese force in the image of the U.S. 
forces. I  do no t agree to  tha t. First,  the South Vietnamese forces, in 
order to maintain their force structure, have to be able to operate 
within the areas in which most of the forces come. They  do not need 
the same degree of mobility tha t the U.S. forces do. They should have 
some forces tha t have that mobility, but every division, in the South 
Vietnamese military forces does not need the same kind of mobility 
tha t the U.S. forces have. They couldn’t afford to do tha t over a long 
period of time. You couldn’t justify a regular, regional end force of 
1,100,000 on tha t kind of a basis.

Mr. McEwen. And mounting an offensive directly against Hanoi 
would require tha t mobility and a more sophistica ted air cover than  
they would be able to provide?

Secretary Laird. They could conduct operations in North Vietnam, 
but not the same type of ai r activity tha t we did until 1968. They 
will not have the same kind of interdiction capability , with the kind 
of Air Force tha t they will have, and tha t was not intended. They will 
have an air defense capability. They will have close air support and 
ground support capability. They will have, in several of their units, 
the mobility tha t U.S. forces have, with the large helicopter force 
they have. But  when you ask whether they could conduct the same 
kind of activities that Lave been carried forward in the past, I would 
be misleading you if I told you the South Vietnamese should have 
tha t kind of sophistica ted equipment.  I  don’t believe they should have 
it. I have not recommended tha t they have it  a t this time.

(Discussion off the record.)

U .S . MI LITA RY  SA LE S COMPAR ED W IT H OT HE R CO UN TR IES

Secretary Laird. Mr. Chairman, General Warren just gave me a 
figure. I said the figures were about the same for the United Kingdom 
and France. I find tha t last year the United Kingdom, France, Germany,
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Ital y,  and  Ca na da —if we add  Ge rmany, Ita ly , and  Ca na da , you will 
find th at they  have made abou t $2 billion wo rth  of sales  comp are d to ab ou t $1.5 billion wo rth  of sales  for the  Un ited State s.

Mr. P assman. Tha nk  you , Mr. Secre tary. We are going to tr y  to 
make a very good reco rd on th at  la ter. I shai l ask  some q uestions w hen  
it  comes  to my time . We now recognize  Mr . Gal ifianak is. We have  ext end ed a welcome to all of the oth er new members,  but you were 
busy, so we w an t to  ex tend to yo u a pe rsonal welcome to  th e com mittee.

Mr. G alifian ak is. I wa nte d to add  my  welcome to the Secre tary, 
a former colleague, certa inl y to the  admiral  and  the  gene ral too and to 
say  th at  t he  S ecret ary  ha s, I th ink , a u niq ue expe rienc e and  c ap ab ili ty  
th at  I th ink is going to help us bridge a lo t of the  gap s th at  exi st be­
tween the Leg isla tive  and  the  Ad mi nis tra tiv e Branch . I th in k he has 
got qu ite  a chal lenge, and  I th ink he can help  us wi th our own difficulties.

R EC IP IE N T COUN TRY RES AL E OF U .S . ARMS

1 have  a quest ion  th at  rela tes  to the  sales of arm s or pa rts  of arm s. 
Do you sell to any co un try  th at in tu rn  resells  to othe r cou ntr ies?

Se cretary  L air d. Not  wi tho ut our  perm issio n. T hat is proh ibi ted  unde r the law,  and  so we do no t.
Mr . G al ifian ak is. Ha ve  you gran ted perm ission?
Se cretary  L air d. Th ere  have been some perm issio ns gran ted ove r a per iod  of time, yes.
Mr. G al ifian ak is. I s i t permissible to have  th at  for the record?
Se cre tar y Lair d. Yes, we will be glad to give you  th at . Ea ch  tim e 

th at  we do th at , ma ke an exc eption,  we give a r epor t to the Con gress.
(The inf orma tio n was fur nis hed to the  com mit tee :)

CON TI NUI NG  AC CO UN TA BILITY  FO R U .S . EQ UIP M EN T

Mr. Gal ifian ak is. D o you have  an y mo nit ori ng  syste m or a 
me thod  of accumu lat ing  d at a on the ut iliza tio n of th a t eq uip me nt,  or 
is it  like any othe r purch ase  and sale agreem ent , where it is none of 
our  bus ines s as to  wha t happ ens to  it  there aft er?

Se cre tar y L air d. Th e Congress req uir es under thes e pro gra ms  th at 
we maintain accoun tab ili ty for the mate ria l and we have  to repo rt  if 
any of it  is tra nsfer red . Th is is an im po rtan t requ ire men t th at is in the  law.

Mr. Gal ifian ak is. D o you have  ins tan ces  of disapp ointmen t 
where spec ial permission  has been give n or perm ission given in the  
firs t ins tan ce for the  sale and a di sapp ointm en t or regret  th at  the  sale 
was made?

Se creta ry  L air d. I th ink the  answer  to th a t would prob ab ly have  
to be “ Yes.” There  have  ce rta inly  been  cases.

M r. Gal ifian ak is. If  we could have  some examples  f or the record .
Se cretary L air d. Our M ili tary  Ass istance  Advisory  Groups have  

done  a good job  in keeping  trac k of this , and we have  it  pre tty well 
inventoried.

Since  I have been in this posit ion  I can  th in k of no ins tan ce  whe re 
the re has been  any abuse .
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M IL IT A R Y  A SSIS T A N C E  TO  CA M BO DIA

Mr. Galifianakis. On page 10 you list countries there. Cambodia 
was not listed as a country receiving this type of assistance in the last 
budget; was it?

Secretary Laird. Yes; it was added with a supplemental request 
tha t was approved by the Congress in December, so it is listed in the 
fiscal year 1971 program.

Mr. Galifianakis. Prior to tha t time it was not a listed thing?
Secretary Laird. Th at is correct. It  was a program which was 

terminated back in about  1963.
Mr. Galifianakis. Is the principal reason for now including 

Cambodia presently predicated upon the safe withdrawal of our 
troops from Indochina? Is tha t the basic reason now why it has 
become significant?

Secretary Laird. That is the basic reason I am interested in it. I 
believe tha t the Cambodian military assistance program has a very 
great impact, not only on insuring the progress of our Vietnamization 
program, bu t also, by having the Por t of Sihanoukville—now Kompong 
Som—closed to the North Vietnamese. Sihanouk ville was supplying 
about 80 percent of the supplies for the enemy in Four th Corps, and 
about 60 percent of the supplies in Third Corps for the enemy. This 
is of significant importance to the protection of our forces in South 
Vietnam.

However, I think another factor is tha t it is of importance to the 
security of tha t area, too, to have a country that wants to defend 
itself against the same aggressor that is attacking the South Viet­
namese. They have over 200,000 men and women in their military 
forces; they have built  them up in a short period of less than a year.

I think  if the training can go forward with the existing strength , 
they could make a significant security contribution to tha t a rea of the
world. We must realize tha t well over --------  percent of tha t force
has had less th an -------- of training. So this is a force tha t has been
developed rapidly there, but  they are doing very well, much bett er 
than I thought they would.

SE R V IC E  FU N D E D  M IL IT A R Y  A SSIS T A N C E  TO  SO U T H  VI ET NA M;

Mr. Galifianakis. Do you envision the addition of South Vietnam 
on a lis t like this in the near future?

Secretary Laird. It  is under the military  assistance service-funded 
program (MASF) now. I  would recommend that it remain under the 
service-funded program in 1972 and in 1973.

A U T H O R IT Y  FO R  FIS C A L  Y E A R  197 0 M IL IT A R Y  A SSIS T A N C E  TO  CA M BO DIA

Mr. Galifianakis. I was wondering wha t the considerations were, 
because when 1 looked at the appropriations authorization, especially 
as to Cambodia, I think it read something like “Appropriations may 
be made in South Vietnam, in Laos, in Thai land,” but it made no 
reference to Cambodia.

I got into a legislative frustra tion, because here, funds were being 
expended for Cambodia and yet, I couldn’t find anything except by
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a real stretch of the law tha t any funds could be expended for Cam­
bodia and I am wondering if remedial legislation in the form tha t came 
in the supplemental corrected tha t situation?

Secretary Laird. No; it did not. It  was not necessary to correct that  
situation because there is a provision in the law that provides for 
Presidential Determination and notification of the Congress within 30 
days and the first gran t th at was made to Cambodia in fiscal year 1970 
was made under the authority of the Presidential determina tion. The 
first grants  totaled $8.9 million in fiscal year 1970. Subsequent  Presi­
dential Determinations, in fiscal year 1971, were for $40 million, $50 
million, and $10 million. But the substan tial g rant of $185 million th at 
was finally made was made in the fiscal year  1971 supplemental appro­
priation. It  consisted of $100 million to replace the fiscal year 1971 
funds used in Cambodia under Presidentia l Determinations, and $85 
million for addi tional military  assistance.

Mr. Galifianakis. But the Presidentia l authority  to do tha t came 
after—that was jus t last year, was it not?

Secretary Laird. No, the Presidential authority has always been 
there in the law. That is still in the law—Presidential Determination 
and Congress is notified within 30 days.

Mr. Passman. M ilitary  assistance, like economic aid, is approved on 
an i llustrative basis anyway and you have the right to transfer from 
one nation  to another, justify  for one nation, blank it out and give it  
all to the adjacent nation , if General Warren  and Admiral Moorer and 
the D epar tmen t of Defense decide tha t it is in the best interest s of our 
national defense.

Secretary Laird. Well, the country’s feelings are established in these 
hearings.

Mr. Passman. But  by special determination you can exceed the 
amount and the program is on an illustrative basis.

Secretary L aird. I t is on an i llustrat ive basis and we try to keep this 
committee, as well as the other committees involved, informed of any 
change, but  we tr y to stay  within those ceiling figures set for th in these 
hearings.

Now, in fiscal year 1970 in order to get the $8.9 million in the Presi­
dential Determination, it was necessary to subtract from the country  
ceilings we had given this committee. Then we notified this committee 
and the Congress of the changes tha t were made within those ceilings 
in order to get the $8.9 million, which was the  first military assistance 
tha t was made available as we brought Cambodia once again into the 
military assistance program.

COUNT IN UI NG MI LITA RY  AS SIST AN CE  IN  SO UT HE AS T ASIA

Mr. Galifianakis. When do you envision the disengagement of our 
involvement in Indochina? What is your best estimate?

Secretary Laird. As far as military assistance is concerned?
Mr. Galifianakis. Yes.
Secretary  Laird. I  don’t envision i t for a long time. I  believe we will 

be going forward with a military  assistance program in that area of 
the world for some time to come.

Mr. Galifianakis. Do you have an estimate  of the number of 
American troops tha t would be involved in tha t type of assistance?

60- 20 8— 71— pt.  1-
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Secretary Laird. As far as troop presence is concerned, I envision a 
diminishing role for American military forces in tha t area. We have 
already, since 1 have been Secretary of Defense, issued orders to re­
duce the American mili tary presence in Eas t Asia by over 350,000 by 
this June, and there will be some further reduction in the American 
military presence.

I thought  your question was directed to whether military assistance 
would go forward.

Mr. Galifianakis. I was interested  in both. I was further con­
cerned about whether you envisioned th at South Vietnam will end up 
being the type of bulwark tha t Korea is, where we do have a continu­
ation of presence of American troops there.

Secretary Laird. I would anticipate we would have a military 
assistance mission in South Vietnam for some time to come. There is 
one point I must make on this issue. The Presiden t has offered, as 
one of the points in the Paris negotiations, complete and tota l with­
drawal of all U.S. forces from Vietnam. This is a  m atte r for negotia­
tions—that  particular point. I do not want to give the  impression th at 
I am backing away from the negotiating  po int tha t the Presiden t has 
made, because t ha t is something tha t would be subject to negotiation 
as far as mutua l withdrawal of forces in that area is concerned. B ut I 
would anticipate tha t we would have a milita ry assistance advisory 
group in South Vietnam. I would not anticipate that it would be as 
large or maintained  for as long a period as the military presence has 
been maintained in Korea.

Mr. Galifianakis. Thank you very much.
Mr. Passman Than k you very much.
Thank you, Mr. Secretary.

W IT H D R A W A L OF U .S . FO R C E S FR O M  SO U T H  V IE T N A M

Mr. Secretary, as you know, this is a nonpar tisan committee. We 
operate somewhat like the Foreign Affairs Committee of the House; 
we have with us a distinguished former member of tha t committee 
and what we want to do is the right thing. We want to keep the record 
straight and let it speak for itself.

It  is my understanding tha t in Janu ary  1969 there were 542,000 
U.S. troops in Vietnam. Is tha t correct?

Secretary Laird. That is correct.
Mr. Passman. I t is anticipated  now th at on M ay 1 there will only 

be 284,000 in Vietnam?
Secretary Laird. That is correct.
Mr. Passman. A reduction of about 50 percent, and it is continuing 

to decline?
Secretary Laird. We will meet or beat t ha t May 1 figure of 284,000.
Mr. Passman. That is a correct statement.
Secretary Laird. Th at is correct.
Mr. Passman. The President has a very positive plan for with­

drawing combat troops and he feels tha t to make tha t plan known 
possibly would upset the plan and it couldn’t be carried out?

Secretary Laird. He feels it would be a mistake to lay the entire 
plan on the table at this particu lar time, as long as there is any pos­
sibility of a negotiated settlement. The fastes t way to stop and to 
reduce American involvement in Vietnam is in the negotiating route.
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His October 7 proposal, a five-point proposal for peace, is still the 
fastest way to end American involvement and to stop the shooting and the killing in Vietnam.

The Vietnamization program does not take  the place of negotiations. 
It  complements negotiations and, should negotiations fail, it gives us 
a way to disengage Americans, to give the capabilities to the South 
Vietnamese to defend and maintain their own security.

Mr. Passman. In other words, putt ing it in my words—I don’t 
know whether the committee concurs or not—it  would be somewhat 
like General Warren giving the enemy 24-hour notice as to what time 
he was coming and where he would arrive and what he would have 
with him. That is why the President’s withdrawal plans cannot  be 
completely publicized. Isn’t tha t jus t about  the way we can under­
stand i t, if we want to get away from politics and look at  the record?

Secretary Laird. Th at is correct, and the President, I think, has 
gone very far in the comments that  he has made. Each time he has 
made one of these announcements—we have had six of them—we 
have deliberated on those announcements and made the troop ceiling 
well in advance of the date set by the President. The President has stated on several occasions that he hopes to maintain this average 
rate  and perhaps increase it. The average rate, of course, has been 
12,500 per month as far as the  troop reductions are concerned, since 
the first Vietnamization announcement was made, and he is hopeful 
and he has so stated . He has a plan. The plan has been submitted to 
him ; i t has been approved by him and we are going to go forward in accordance with that plan.

Mr. P assman. And you could pu t confidence in the plan based upon 
the fact that in a litt le over 2 years the total  number has been cu t— 
will be by May 1—by around 50 percent?

Secretary Laird. The Presiden t will make another announcement, probably in April, covering a seventh increment.
Mr. Passman. Let ’s now get to the cost of it.

U.S . COS TS IN  SO UT HE AS T AS IA

Will you place in the record, Mr. Secretary, the total  cost of our 
presence in Indochina 1967 through 1971—tha t is 5 years—with the estimate for fiscal year 1972?

Secretary Laird. I will, sir.
Mr. Passman. Include another column dealing entirely with our ex­

penses in South Vietnam 1967-71, economic and military, and wha t 
you contemplate to be the expenditures in 1972.

(The information follows:)
SO UT HE AS T AS IA  OU TL AY S 

[Dolla rs in billions]

Ful l costs Increm ental  costs

Fiscal yea r:
1967 ..................................................................................................................................
1968 ..................................................................................................................................
1969 ..................................................................................................................................
1970 ..................................................................................................................................
1971 ..................................................................................................................................
1972 ..................................................................................................................................

$20.1 16.2
26 .5 20 .0
28 .8 21 .5
23.1 17 .4
15.3 12 .0
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Overall accounting  records are not  maintained on an area  or coun try basis. 
However, the da ta in the following table  reflect estimated  amounts included in 
military functions appropr iations for suppor t of free world milit ary forces in 
South  Vietnam, i.e., Military Assistance, Service-Funded. These data  are included as 
a portion of the overall Southea st Asia outlays.

Suppor t of  free  world forces in South Vie tnam— mil itary assistance
Dollars

iu
Fiscal vear : billions

1967 _______________ ____ __________________ _______ ______  1.5
1968 _____________________________________________________  1. 5
1969 __________________ _______ ________________ ______ ___  1.9
1970 _________________ ______ — _______ ______________ ____  1.9
1971 _____________________________________ _______________  2.0
1972_____________________ ____ ___________________________

Economic assistance to South Vie tnam (through AID )

Fiscal year:
1967 ______________________________________________________
1968 ____________________________ 1___________ ____ _______
1969 _____________________________________ _______________
1970 _______________________________ ____ _________________
1971 _______________________________ _____________________
1972 ............................ ........................... ................. ......................... ........

1 G ross  sums .

Dollars
in

millions
540. 7 
440. 5 
348. 6 

1 509. 0 
1 536. 6

Mr. Passman. The total  cost of foreign aid and military  assistance 
in Vietnam has been cut about  in half, has it not, in the past  2 or 3 
years?

Secretary Laird. Yes, Defense out lays for the war, including mili­
tary assistance, will have been cut by more than  tha t, through fiscal 
year 1972 bu t these figures in this table will point that out.

Mr. Passman. Th ank you. I thought it would be bet ter to reflect 
the true facts in the record.

Now, I don’t want to appear too pro-foreign aid because I have 
never been a foreign aid enthusias t, but  I recognize tha t we are in 
some trouble and I want to be a responsible member of Congress. 
I would hate to think tha t this committee, somewhere along the way, 
would not make reductions in the budget requests, so don’t leave 
with your enthusiasm too high. Bu t the committee will be responsible.

Secretary Laird. You have always been responsible, Mr. Chairman.

MAP AND FMS FUNDS FOR FISCAL YEAR 1971 AND FISCAL YEAR 1972

Mr. P assman. If we look at the military assistance request  total for 
fiscal year 1971, it was $690 million, is tha t correct?

Secretary Laird. That was the total  request  for grant MAP NOA 
last year.

Mr. Passman. For fiscal year 1971 it was $690 million?
Secretary L aird. Th at is correct.
Mr. Passman. The 1972 estimate is $705 million?
Secretary L aird. That is correct.
Mr. Passman. Which is an increase of $15 million?
Secretary Laird. That is correct.
Mr. Passman. Now, to take up foreign military sales, the appro­

priation for fiscal year 1971 was $700 million, and you are requesting 
for fiscal year 1972, $510 million.
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Secretary  L aird. That is correct, Mr. Chairman, when you include the $500 million appropr iated separate ly for sales to Israel in fiscal 1971.
Mr. P assman. So as it applies to mi litary sales, there is a reduction of $190 million for fiscal 1972 below that of fiscal 1971?
Secretary Laird. Th at is correct.

O T H E R  U .S . A SSIS T A N C E  OF A M IL IT A R Y  N A T U R E

Mr. Passman. Mr. Secretary, it is my understanding tha t the fiscal year 1972 budget estimates for these two programs do not include funds for Laos, Thailand, and \ ietnam, the NATO infras tructure, the sup­port of free world forces in Vietnam and International Milit ary Head­quarters , is tha t correct?
Secretary Laird. NATO Infrastruc ture and International Military Headquarters are not  military  assistance.
Mr. Passman. But they are under the military?
Secretary  Laird. That is right. They are not included, however, in this reques t I am presenting to you today. The other items to which you refer are included in the defense budget.
Mr. Passman. Place in the record the total.
Secretary L aird. I will.
(The information follows:)

Afih'/arj/  assis tance— Defense  budget fiscal year 1972— programs
In  mi llio ns  
of  dollarsSupport of other nations_____________________________________  $2, 230. 8

Vietnam----------------------------------------------------------------------- l, 783. 9Korea (in Vietnam)_____________________________________ ________Thailand______________________________________________  _____Laos_______________________________________ __________  _____Other programs____________________________________________  92. 3
Inte rnational  Military Headquarters_______________________  72. 3NATO infrastruc ture__________________________________  _ 20. 0To tal --------------------------------------------- -------------------------  2.323.1

M IL IT A R Y  A SSIS T A N C E  E SS E N T IA L  TO  N IX O N  D O C T R IN E

Mr. Passman: Mr. Secretary, is it not true tha t the majority  of this request is needed to implement the Nixon doctrine?
Secretary Laird. There is no question about tha t, Mr. Chairman, and if we are going to make the Nixon doctrine work—if we are going to  reduce the American mi litary  presence in Asia, to encourage the partnership strength tha t is the cornerstone of the Nixon Doctrine and to go forward with our programs of negotiation—these funds are needed and necessary.
Mr. Passman. Simply stated , the important par t of the Nixon Doctrine , is th at  we are willing to furnish the equipment to modernize their  countries’ military forces, but they arc going to furnish the men and do the fighting in the future. It ’s jus t tha t simple, isn’t it?Secretary L aird. Th at is it.
Mr. Passman. Thank you. I think the American people will buy it. I think tha t is w hat they have been pleading for for a long, long
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time. I am sure all people have been working toward tha t goal and 
to realize tha t we are going to bring our boys home from around 
the world gives me some encouragement.

U .S . TR OO P WITHD RA WAL  FROM  AS IA

I had a meeting with President  Park  in Korea. I delivered your 
message to the Presiden t and, of course, you immediately delivered 
on tha t commitment which is supported by the Congress. It  was 
obvious tha t he realized Presiden t Nixon means business, that  we 
are going to modernize their forces b ut we are going to sta rt moving 
our men out. So some of you must  have  made it very obvious to the 
President and the milita ry leaders tha t you were going to sta rt 
bringing the boys home. Is tha t still in effect?

Secretary Laird. It  is in effect and we will have reduced authorized 
streng th by 20,000 by the end of this fiscal year.

Mr. Passman. T hat makes sense and I believe the American people 
support that .

Secretary Laird. The greatest reduction made at any time in the 
last 10 years.

Mr. Passman. As long as you travel in that direction, I can’t 
quarrel with you.

Secretary Laird, would you place a list in the record showing the 
number to be reduced and in what country reductions will be made? 
If th at information is classified, furnish the committee the information. 
We are going to let you judge what is classified and what is not 
classified.

Secretary L aird. I  think  we can give you a figure on the reductions 
by country  t ha t is not classified, generally up through the end of this 
fiscal year.

(The informat ion follows:)
I m pl em en ta tio n  o f  t h e  N ix o n  D o c t r in e  in  A sia

In the past 2 years, plans have been announced to reduce the U.S. presence in 
Asia by more th an 300,000 personnel. This reduced presence is being replaced by 
improved capabilities of nations in the area, both through their  own efforts and 
through U.S. assistance. The approximate personnel reductions, by country,
include:
South Vie tnam______________________________________________  260, 000
Korea_____________________________________________________  20, 000
Jap an_____________________________________________________  12, 000
Thai land___________________________________________________ 16, 000
Philippines________________________________________    0, 000

SA VING S RES ULT IN G FROM  U .S . TR OO P WITH DR AW AL

Mr. R oybal. Will tha t also reflect savings, if there  are any? 
Secretary Laird. Yes; the  o ther char t I  have jus t put  in the record 

does show savings, but they could be reflected here too if you like. 
Mr. Passman. If you will, put it in the record.
(The information follows:)

SA V IN G S A SS O C IA TED  W IT H  R ED U C ED  U .S . P R E S E N C E  IN  A SI A

Through use, in par t, of appropriate costing factors, it would be possible to 
estimate annual savings from actions  in Korea, Japan, and the Philippines, taken



53
togethe r, as being on t he  order of $250 million annua lly.  To some e xtent,  however, indiv idual  actio ns associated  with  redu ctions in Japan and  the  Phil ippines could be at tri bu ted to the  declining U.S. involvement in Vietnam. Such savings, and  savings  associated  with  reductions in South Vietnam and  Tha ilan d, would be included in the  reduc tions in out lays  for s upport of th e war. Under  such circum­stances, it is considered more meaningful to consider the  overall results  of the  policy direc tion.  As indicated earlier,  the increme ntal  costs of the war  will be reduced from $21.5 bill ion in fiscal year  1969 to $12.0 billion in fiscal year 1971, a reduction of $9.5 billion in 2 years.

In  the  same 2-year period, overall U.S. mil itar y str eng th will be reduced from 3,459,000 on June 30, 1969, to 2,699,000 on Jun e 30, 1971, a  reduction of 760,000 personnel. DOD civilian  strength  is reduced by 172,000 during the same 2-year period. The savings  associated with  these redu ctions have been fully considered in t he  development of th e fiscal year 1972 program, which, of course,  also re flects the effects of infla tion and other program changes .

MILITAR Y SA LES CR ED IT S FO R ISRA EL

Mr. Passman. Mr. Secretary, last year we provided $500 million in credit sales to Israel. In fiscal 1972, you are requesting an additional -------- for the  same purpose.
Secretary Laird. That is correct. The program last year included many items tha t we financed under authority which has been given to me as Secretary of Defense. I can authorize sales on payment  terms within 120 days after delivery of the defense articles, so I was using tha t sta tutory  authority  for a period of time when I had no other authority to use.
Mr. Passman. Mr. Secretary, in the justifications it is mentioned tha t an additional request for funds for credit sales to Israel might be needed in fiscal year 1972. If certain situations still exist, such would be the case.
Do you have any idea at this time whether additional funds will be needed?
Secretary Laird. I would prefer to cross that  bridge if we get to it. We are watching the situat ion in the Middle Eas t very carefully.As you know, the Soviet Union has put  in about --------  worth ofequipment, into Egypt over the last 3 yea rs .-------- They have, withtheir own fliers the re ,-------- . We are watching the situat ion carefully.We do not want the  balance to get out of line, but  I would not hesitate, if the situat ion warrants,  to come up and talk  to you and talk  to the Members of the  Congress should we find t ha t additional authority  is needed.
Mr. Passman. Mr. Secretary, I think more can be accomplished than justifying this program by stating the facts in simple terms as they are, because many people read these hearings who are not mem­bers of the Congress and in a great many instances the hearings deal  with technical material and it doesn’t impart the true meaning.Now, with respect to military sales, I want  to make this statement in the form of a question: The record is abundantly clear that  all nations, large or small, rich or poor, are determined to have some type of a military  posture and if these nations do not have the capacity to manufacture the military  hardware that  they desire, then  they are going somewhere on the world markets and purchase that  equip­ment, is th at not a s tatement of fact?
Secretary Laird. It  certainly has  been proven in the last few years that  this has taken place.
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SU PP LY  OF ARM S BY OT HE R NA TION S

Mr. Passman. And we are not the only na tion in the world who is 
actually manufacturing and selling equipment to meet the needs of the 
nations who demand to purchase this equipment?

Secretary L aird. Th at is correct.
Mr. Passman. And many other nations—to name a few, United 

Kingdom, France, and Russia, are becoming large suppliers to some of 
the countries that  formerly purchased equipment from the United 
States.

Secretary L aird. Th at is correct, and Canada, I taly, and Germany 
also enter in this particu lar field.

Mr. Passman. And I  guess they approach i t on the basis tha t these 
nations are going to buy military equipment and they feel tha t it is a 
way to make a profit out of a manufactured commodity and to also 
make it possible for them to pay taxes into  their governments. 

PR OP OR TION  OF U.S . ARMS SA LE S DE CLI NIN G

Secretary Laird. Mr. Chairman, this is the trend, and back when I 
made my first appearance before this committee we were out ahead as 
far as sales were concerned, over Germany, the United Kingdom, 
Canada, France, and Italy . But  if you take those countries this past 
year, the United Kingdom and France alone sold $1.88 billion worth of 
equipment, while the U.S. sales declined to $1.5 billion, worth of 
equipment.

Mr. Passman. Compared to how much 10 years ago for the United 
States  and the same nations?

Secretary Laird. I would be glad to put  a comparison in the record.
(The information follows:)

C o m pa ris on  of M il it a r y  E x po r ts— U n it ed  St a t e s , F r a n c e , and  U n it ed  
K in gd om  fo r 1960-70

Although precise da ta for milita ry exports by France and  the United  Kingdom 
for 1960 are not  available, the combined annu al milita ry expor ts of these two
countr ies during the late  1950’s and early 1960’s did not exceed---------per year
during the period. U.S. mili tary  exports for 1960 tota led  approximately  $300 
million.

During fiscal year  1970 France and the Uni ted Kingdom made mili tary  sales in
the amounts of --------- respectively—for a tot al of ---------. Total U.S. mili tary
exports  during  fiscal ye ar 1970 were $1.5 billion.

ARM S FO R SE CU RITY

Mr. Passman. I know you support the view of this committee and 
certainly the humble individual who has the privilege of chairing this 
committee, tha t we would like to see the day come when all nations 
could afford to cease buying military  hardware and get along with 
other needed programs.

Secretary L aird. Tha t is correct.
Mr. Passman. But until tha t day comes when those nations and 

our Nation  can have reasonable security from the enemies from 
without, then some type of military  assistance sales program will 
have to be continued to those nations.

Secretary L aird. It  certainly  will, and I think  the best example 
of th at is right  in the Middle East today.
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Mr. Passman. It  is abundantly clear—at the expense of being 
repetitious—we either sell to them, or lose them as a customer. Not only the military  hardware they say tha t they need, but for other commodities they are presently buying from us.

Secretary Laird. There is no question tha t it could have tha t long-term effect.

FMS CRE DIT  APPROVALS AND TERMS

Mr. Passman. Under the military credit sales program, as I under­stand  it, these applications for credit are scrutinized by General W arren and his staff with a fine-tooth comb, and tha t these sales are 
made only after General Warren’s office, with your approval and tha t 
of Admiral Moorer, are convinced tha t these people can meet the terms. It  is at th at point th at you consummate the sale, is that  correct?

Secretary  Laird. That is correct. As far as our role in this is con­cerned, I believe it should be pointed out tha t State plays a very major role in this, too, the Departmen t of State.
WTe have very close cooperation with the Departmen t of State.
Mr. Passman. The average terms of military credit sales is approxi­mately 7 years?
Secretary Laird. The average term is about 7 years, Mr. Chairman. 

We have authority presently to go to 10, but the average is seven, that  is co rrect, -------- .
Mr. Passman. I was going to say with the possible exception of one country. Under the military credit sales program they pay the prevailing interes t rate on term sales?
Secretary  Laird. That is correct.
Mr. Passman. If the prevailing interest rate  is 7 percent, then that  is what  the nation buying the equipment  pays, is tha t correct?
Secretary  Laird. That is correct. We normally charge interest  at the cost of money to the Treasury.
Mr. Passman. So there is no concession made at any point, with the 

exception of the one nation tha t we indicated, tha t you know of at this time?
Secretary  Laird. That is correct, sir. I can think of no other concession.
Mr. Passman. We know of one exception. I f there are any others, put them in the record.
Secretary L aird. There are no others now bu t, Mr. Chairman, we 

are testifying here today and in the legislation which is being sent you, the author ization  legislation, there will be some recommendations for changes in tha t area. I can’t testify on tha t today but there will be some changes recommended.
Mr. Passman We are dealing with the present.
Secretary L aird. That is correct.
Mr. Passman. The questions I have asked and your responses thereto  have been in the affirmative?
Secretary L aird. That is correct.

transition from grant atd to sales
Mr. Passman. I  wonder if the Secretary feels that  as t ime goes on, 

and the nations we have helped very substan tially with grant and



56

economic aid of different types create a h ealthy economy, tha t your 
plan would be to shift from military grunt aid over to military  credit 
sales?

Secretary L aird. Yes.
Mr. P assman. Do you have any plans for the immediate future tha t 

would move them out of the military grant aid category into the 
military credit sales category?

Secretary Laird. Tha t is the long-term goal that  we have in mind, 
Mr. Chairman.

I do not believe th at it can be achieved within the next 2 or 3 years, 
however.

Mr. Passman. Of course, 2 or 3 years is not too long when we 
realize this foreign aid program has cost over $200 billion if you include 
the money we have given away.

This would be the plans for the future as far as you are concerned, 
where their economy can justify it, to sell them the material  rather 
than  give it to them?

Secretary Laird. To go to the credit sales program.

u.s. economic aid enables recipient nations to purchase military 
equipment

Mr. Passman. Knowing the Secretary as I do, having had the great 
privilege of serving with him in the House—and these other witnesses 
I have dealt with for so many years, I  want to make this observation: 
I want to be factual and if I am wrong I want to be corrected.

All nations, large or small, rich or poor, earn dollars, or convertible 
currencies, out of their  own exports, do they  not?

Secretary Laird. Tha t is correct.
Mr. Passman. And all of these nations, large or small, rich or poor, 

are determined to have some type of a military  regime. Would tha t 
be a correct statement?

Secretary Laird. Tha t essentially is the case. I can’t think offhand 
of any exceptions. Admiral Moorer, can you think of any exceptions 
to that?

Admiral Moorer. As a mat ter of fact, I can’t. I know of none, 
Mr. Chairman.

Mr. Passman. Thank you.
Now, it  is perfectly obvious that many nations with which we have 

an economic aid program, much of it a grant program, tha t these 
grants allow them to use their earnings to pay for military  equipment 
does it not?

Secretary Laird. Tha t is correct. It  could be so used.
Mr. P assman. I am willing to accept tha t, it could be used. You can’t 

have it both ways. I t is a sure th ing if we are pouring grant  aid into 
these countries, tha t will release to them some of the dollars in con­
vertible currencies th at they earn to pay for mili tary equipment they 
may procure. I want to be fair but  I am not unmindful it wouldn’t 
make a particle of difference whether you gave them military or 
economic gran t aid, it is one and the same thing. If you give them 
money to pay for the commodities they need tha t releases what they 
earn to pay for the milita ry portion. 1 jus t want to keep the record 
straigh t. If i t appears I am being too harsh about  i t, so indicate and 
I will make the corrections.
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Secretary Laird. Mr. Chairman,  we are making and moving in the 
direction of going from grant  aid to credit sales. I have several ex­
amples of movement in tha t direction. It  might be helpful to put 
those examples of tha t movement and tha t direction in the record at this point.

(The information follows:)
T r a n s it io n  F ro m G r a n t  A id  to  Sa les

Example of countries t ha t have transitioned from milita ry gran t aid to sales, both cash and credit, are:
[In  mil lions  of dollars]

Sales (combined 
Gran t aid  cash and cred it)

Greece:
1967..................................................................................................................................  72 .2  0.8
1971........................................    20.0 55.0China:
1967..................................................................................................................................  85 .0 4.4
1971............................................    20 .0 52.0Ira n:
1967.............................................................................................................................................  34 .9 38.9
1971.......................     2.4 101.5Brazi l:
1967.............................................................................................................................................  12.2  6.1
1971....................................................... ............................................... . . .  .9  20.0

Mr. Passman. Please do, Mr. Secretary, but  I  don’t want to  repeat 
myself. I have had the privilege of s itting on this side for some 19 
years, 17 years as chiarman, and we do know that  when you pick 
up the checks for the commodities they need and would normally 
spend their  dollars for, that  releases their dollars to buy military  
equipment. We are dealing with some of the Latin  American countries. 
It  is perfectly obvious they have made some rather expensive pur­
chases and the aggregate goes into the hundreds of millions of dollars. 
I question whether they would have been able to purchase equip­
ment  to the extent tha t they did, if it  hadn’t been for a very sub­
stan tial economic aid program from our country, including, of course, 
the Inter-American Development Bank. As long as it is factual, 
that  is all we want.

U .s . BASIC  RIGH TS TE NURE IN  OK INA WA

Mr. Secretary, even though it is currently planned to maintain our 
base rights in Okinawa, upon reversion of the Islands to Japan , is 
it not possible at some future date we could lose the right  to mainta in 
bases there, as has happened in past years in many other countries?

Secretary Laird. Th at is correct. We don’t anticipate that that 
will happen, but it is always a contingency for which wTe must plan. 

REP UBLI C OF CH IN A IS  IM PO RT AN T U. S.  ALLY

Mr. Passman. As far as I am concerned, I am not any more pro 
one friendly nation  th an I am pro any other friendly na tion, but as I 
look at the Republic of China, it would appear that we have a tre­
mendous investment, some $5 billion invested in that  country, and 
there has been a lot of publicity in the papers about the Republic 
of China perhaps being on its way out because more nations are
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now recognizing Communist China. In the light of reversion of 
Okinawa to Japan, and the fact tha t we have lost several bases 
around the world, I wonder if we still consider the Republic of China, 
their friendship and their willingness to cooperate with us on almost 
every score, as important  now as in the past?

Secretary Laird. It  is very impor tant. I think  that we can count
on China. We have in this program jus t under --------  for grant
aid, and we are anticipating  credit sales o f-------- in fiscal year 1972.
I believe tha t these amounts are needed. I  wish it  were more, but this 
is the best we could do within the program limits tha t we have.

Mr. Passman. But we do consider them a staunch ally, and their 
importance to the security of our country and free world nations is 
jus t as important now as i t has been in the past.

Secretary  Laird. It  is perhaps a little bit more im portant from the 
standpoint of a defense planner, because of the  changes tha t we are 
making in Eas t Asia to include Okinawa. I  don’t want  to underesti­
mate that.  As far as China is concerned, there is every reason for me 
to place a greater reliance on the need and necessity for our arrange­
ments with China.

Mr. Passman. We thought enough of the friendship of the Republic 
of China and the real estate there to make an investment of some $5 
billion to build them up, where they could support themselves eco­
nomically, is th at correct?

Secretary Laird. Le t me just  check the  figure. I assume tha t tha t 
is approximately correct.

Mr. Passman. As far as you know, there is no present plan to pull 
the rug from under the Republic of China?

Secretary Laird. N ot as fa r as the Depa rtment of Defense is con­
cerned, and as far as this  Administration is concerned, there is not.

Mr. Passman. I ask these questions because we read so much in 
the papers about this situation.

Secretary Laird. I know as far as mil itary assistance is concerned, 
we have invested over billion in China.

Mr. Passman. In military assistance alone. I believe that the 
tota l should be in the record-----

Secretary Laird. I have the military assistance figure, but I don’t 
have the economic assistance figure.

Mr. Passman. Let’s use the total figure. I t is in excess of $5 billion.
Mr. Shriver. Will you yield a moment?
Mr. Passman. I yield to the gentleman from Kansas.
Mr. Shriver. This is what has made it difficult for many of us to 

understand why China didn’t contribute in the Vietnam operation 
with people and military assistance to South Vietnam. We have  put  
in so much money, billions and billions of dollars, and there was no 
one from tha t country  down there as one of our allies.

Secretary Laird. Decisions on troop contribut ing countries were 
made by the previous Admin istratio n.--------

Mr. Shriver. I understand it wasn’t in your time, but  i t makes it 
pre tty  difficult for many of us to unders tand why we are continuing 
to put  in so much money for milita ry and economic assistance for 
Formosa.

Admiral Moorer. May I speak to tha t, sir. --------
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Mr. Shriver. I unders tand that , but  there are many things that
came u p -------- but we are still putt ing in a lot of milita ry assistanceand food for peace money in to Nationalist China.

Mr. Passman. The facts are, as we would say in Louisiana, they were champing at the bit to get into this. -------- .
Secretary  L aird. That is correct.
Mr. Passman. I n all probabi lity the Republic of C hi na -------- isthat  a sta tement of fact?
Mr. R iegle . Can’t they contribu te money?
Mr. P assman. I  happen to know-------- . Le t me see if this is correct.The amount of assistance we are giving to China today, economic and military, is only about 5 to 6 percent of what we were giving a t the peak of the program, is th at correct?

DOWN WA RD TR EN D OF MA P TO REPU BLIC  OF CH INA

Secretary Laird. That is correct. We are down to -------- in fiscalyear 1972.
Mr. Passman. Against some $200 million at one time in militaryassistance per year, is tha t correct, so tha t would b e --------  percent,and there is no economic aid program at all for the Republic of China, is th at correct?
Secretary L aird. Let me supply the to tal figure, bu t fiscal year 1966 through fiscal year 1969, the deliveries ran between $55 and $115 million.
Mr. Passman. Per year?
Secretary Laird. Per year.
Mr. Passman. Or $2.5 billion over the period of the program.Secretary Laird. Th at is correct.
Mr. Passman. So percentagewise, gran t milita ry aid today is very, very small compared to the annual  tota l tha t we used to give them.
Admiral Moorer. Tha t is correct.
Mr. Passman. Let ’s be fair to our count ry as well as to the  Republic of China. The purpose of assisting was so they  could build up an economy and become self-supporting, is that  correct, Mr. Secretary?Secretary Laird. That is correct.
Mr. Passman. Because of our aid they  have built up a very strong economy, and they have become self-supporting, and they have now’ star ted some aid programs of the ir own, helping some of the nations tha t w’e a t one time helped, is that correct?
Secretary Laird. That is correct, and they are pushing on their foreign military  sales purchases. They have gone to an estimated 

;------- j n  IpTI a n (l -------- 1972 is the  estimate, so they are increas­ing the ir military purchases substantial ly.
Mr. Passman. And if they are important to us, then the record should indicate, and I believe they are spending a larger percentage of their G NP for the mili tary than we are in this country, aren’t they?Secretary Laird. As fa r as the gross na tional product  is concerned, that is correct. Those figures tha t I  jus t gave you were cash and credit sales as far as China is concerned.
Mr. Passman. And today they are one of our cash customers, including military sales.
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Secretary L aird. That is correct.
Mr. Passman. And th e -------- tha t you have in your request this

year for military assistance is basically for parts  and maintenance, 
isn’t it, on equipment tha t we had previously either given them or sold 
them?

Secretary Laird. Yes, but t h a t-------- is the grant aid, not for sales.
We estimate  credit sales of a bo ut -------- for fiscal year 1972.

(Discussion off the record.)
Mr. McEwen. Do we have figures on what  percentage of the gross 

national product is devoted to military?
Mr. Passman. 9.4 percent for the Republic of China. Let’s put 

that in the record for the various countries.
Secretary Laird. In the justifications we have the percentage for 

each country.

NE W IN TE RNATI ONAL SE CU RITY  AS SIST AN CE  LE GISLA TION

Mr. Passman. Mr. Secretary, I believe the budget for fiscal 1972 
has lumped military  assistance, foreign military credit sales and sup­
porting assistance under one heading called “Interna tional Security 
Assistance,” is th at correct?

Secretary Laird. Th at is correct.
Mr. Passman. How many items other than  the ones I  have men­

tioned will be in this package?
Secretary Laird. No others.
Mr. Passman. I know over in the military we have economic aid 

tha t used to be carried in this bill and it is now in the m ilitary assist ­
ance portion.

Secretary Laird. There will be the police support.
Mr. Passman. That was in technical aid previously?
Secretary Laird. Th at is correct, police suppor t, and there is 

probably one other.
Mr. Passman. Public safety?
Secretary Laird. Public safety is wha t I meant by police support. 

Then too, there will be a contingency fund, Mr. Chairman, which 
probably will be in t ha t area for $100 million, so t ha t i t will be those 
two, the  public safety, and the $100 million for contingency.

USE  OF  EX CE SS  MILITAR Y EQUIP M ENT

Mr. Passman. Excess military  equipment, is that  military equip­
ment that is no longer usable for our own defense forces?

Secretary  L aird. That is correct.
Mr. Passman. And i t is excess?
Secretary L aird. It  is not declared excess if i t has any use in the 

U.S. forces.
Mr. Passman. So when we say excess, we mean unusable by our 

milita ry forces.
Secretary Laird. Th at is correct.
Mr. Passman. As I unders tand it, excess m ilitary equipment can­

not to sold to civilians.
Secretary Laird. Th at is correct if it is n ot demilitarized.
Mr. Passman. So there are two ways to dispose of excess military 

equipment. One is to take the recipient nations  receiving other types
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of aid, including military, and make available to them the excess equipment, which serves the same purpose as new procurement. That is one use we can make of it, is that  correct? And denied tha t right, it is then strict ly sold as junk metal for perhaps one percent of its original acquisition cost?

Secretary Laird. That is the only other use we would have. We can either sell or grant i t to nations having validated military require­ments or demilitarize the equipment and sell it as scrap.Mr. Passman. So you either make it available to the nations, or junk i t. Isn’t it  also true tha t much of the military excess equipment that  we allocate is already located in the recipient nations?Secretary Laird. In the recipient nations or in the area.Mr. Passman. Or in the area, which means tha t in country  B you may have a military equipment program and you have excess equipment located there at the present time. So if you prohibit General Warren from allocating this equipment to the nation, you would have to scrap that equipment, maybe sell it for junk at 1 percent on the dollar, then bring in new equipment on some boat at perhaps a subsequent date?
Secretary Laird. Th at is correct. The only use tha t can be made of it is either by selling it or disposing of i t in the country, or in the area, or scrapping it  as junk.
Mr. Passman. But you either allocate it, if there  is a  need and you have justified the need, or else you are going to have to procure new equipment.
Secretary Laird. Th at is correct.
Mr. Passman. So actually in most instances it serves the same purpose as if you were actually buying and delivering equipment.Secretary  Laird. Th at  is why we price it  that way.Mr. Passman. I know. I thought we had bet ter make a record on this, because it  ju st doesn’t make sense th at you shouldn’t use it.Secretary Laird. Mr. Chairman, I think it should be understood that if this equipment doesn’t meet  a valid g rant  aid or sales require­ment for the  country that  is involved, we won’t approve i t.Mr. Passman. I t can only go to a count ry where the country has been approved for mili tary assistance.Secretary Laird. Where it has been approved for military assistance and it is part of the 5-year program that  we had planned for tha t particular country.
Mr. Passman. On tha t score i t is very tight. To me it is inconceiv­able tha t you would have equipment in count ry B and they had a need for it , and under some type of legislation you would be unable to allocate this equipment, so you have to junk  it in tha t country, sell i t for maybe 1 percent on the dollar as scrap metal, then turn  right around and requisition new equipment for the same nation.Secretary Laird. Of course we sell this equipment, too. We are selling excess equipment to countries such as Israel.Mr. Passman. 1 was going to ge t in to that with my next question.Of the total annual excess equipment , what percentage is allocated to approved nations for military assistance, what  percentage of the total  is sold for cash and what  par t is sold on terms?Secretary Laird. By country?
Mr. Passman. Not  necessarily, bu t the aggregate.Secretary Laird. We can put  it  in at this point.
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Mr. Passman. If it is not classified we would like to have it by- 
country.

Secretary Laird. We will provide what  is unclassified.
Mr. Passman. We would like the aggregate so we know the tota l 

tha t is available.
Secretary Laird. We can also show you the legal value, too.
Mr. Passman. Th at is what we actually want. Furthermore, we 

want the amount tha t is actually scrapped, because of some limitation 
in the law.

Secretary Laird. We can supply that .
(The information follows:)

Status of Excess Defen se Articles in F iscal Year 1971

Materia l in DOD inven tories  excess or potentia lly excess—that  is, app arently  
excess bu t no t ye t finally screened against all possible requi rements—averages 
abou t $7 billion at  acquisi tion cost which includes materia l downgraded to  
scrap . Of this, abo ut $500 million, again at  acquisi tion cost, annually meets  MAP 
(gra nt aid) requi rements. So far for fiscal year  1971, we have alloca ted $192 
million a t acquisition cost, or $64 million a t legal value. T here  is currently ava ilable 
about $200 million at  acquisition  value, or about $67 million at  legal value, in 
addi tional equipment awai ting our decision as to  whe ther  it  should be allocated 
to MAP. As of the  last  date of record  for fiscal year 1971, we had sold excess 
material s having an acquisition cost of $950 million; in addi tion  to this, we sold 
368,000 tons of scrap for which we cann ot determ ine the  acquisi tion cost. Of th e 
$950 million, abo ut $130 million represents military sales to foreign governments,  
primarily  ships; the  remainder represents sales to  priv ate buyers.

LE GA L VA LU E OF EX CE SS  EQUIP M ENT

Secretary  Laird. I think it would be well to put  in not only the 
acquisition cost, but  also the legal value because the legal value is 
quite different from the acquisition cost.

Mr. Passman. Th at I unders tand. You have a value placed upon 
this equipment. . . .

Secretary Laird. The legal value is one-third of the acquisition
cost. , , , 1

Mr. Passman. Define for the record w hat you mean by legal value  
which is one third of the  acquisition cost.

(The information follows:)
D efinition of Legal Value

Section 8 of Public Law 91-672 provides that , for purposes of the  Foreign  
Assistance Act of 1961, as amended, the  “va lue” of excess defense artic les means 
no t less t han 33% percent of the  amoun t the  United  Sta tes paid  at  the  time the 
excess defense articles were acquired by the  United  State s.

Mr. Passman. I s t ha t figure by  act of Congress?
Secretary Laird. Yes.
Mr. Passman. Was it the generals and admirals in the Congress 

who came up with that formula?
Secretary Laird. I think  it was probably the Department of De­

fense th at coined the  phrase, and the Congress tha t approved it.
Mr. Passman. T ha t is fair enough if the Congress approved your 

evaluation.
Secretary Laird. I t is writ ten into the act tha t has been approved 

by the Congress. You asked me where it came from. 1 think it probably



63

did originate in the Depa rtment of Defense and was approved by Congress as writ ten into the Act.
Mr. Passman. I would think  that the military  people would know more about its actual value than I would.
Secretary Laird. The legal value as approved by the definitions is one-third of the  acquisition cost.
Mr. Passman. What do you do with equipment where it actually has a value of maybe 5 percent of the acquisition cost? In what category do you place that? I am not accepting, as fact, that all of your equipment is worth 33 cents on the dollar. Are you forced to to place th at  evaluation, whether it is worth it or not?Secretary Laird. If it is in this program, we are forced to place that  valuation  on it.
Mr. P assman. D o you have any equipment tha t would have possibly a lower value by any fair  evaluation?
Secretary Laird. I  think i t averages out p retty well, Mr. Chairman, and so I think the average works out all right, bu t there are certainly equipments that have a lower value than the so-called legal value.Mr. Passman. This may not  be important, but I  should think  some of your equipment may be worth 75 percent of acquisition cost where others would be worth 5 percent.
Secretary L aird. But it averages out pretty well, Mr. Chairman.Mr. Passman. What if a nat ion decides, “ I want a boat load of this over here” where your people say it is worth only 6 percent on the dollar and they don’t want any tha t is worth 75 percent on the dollar? I am talking  abo ut the  individual  items, because you can’t make them take some of the nu ts to ge t some of the bolts, can you?Secretary Laird. I think  we would, Mr. Chairman, but we t ry to get them not  to take equipment that  they can’t use.

ST AT UT OR Y CEIL IN G ON EX CES S EQUIP M ENT
Mr. Passman. That is what I had in mind. It  is your program and not mine. If the ceiling on excess equipment should become too rigid, and at  a subsequent date  the adminis tration,  with the advice of the  Defense and State Depar tments felt tha t you would have to increase military equipment for certain nations on account of a communist threat , then you would jus t have to provide the new equipment tha t the law permits you to do, rather than  give them excess, is tha t correct?
Secretary Laird. That would be correct, Mr. Chairman. Under those terms as you outlined them, tha t would be correct.(Discussion off the record.)
Secretary L aird. Mr. Chairman, our ceiling this last year has been $100 million. We are asking for an increase in tha t ceiling to $200 million, and I hope that  this committee will approve tha t. I think that  this is a good proposal. Th at ceiling is based upon the language of Public Law 91-672, and the value definition that  is used in tha t public law is the definition that  is required to make up the $100 million and to make up the $200 million we hope you approve for the next fiscal year.
(Discussion off the record.)

60-208— 71— pt . 1 5
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TO TA L U .S . FO R E IG N  A SSIS T A N C E  FIG U R E S

Mr. Galifianakis. Mr. Chairman, may I ask a question?
Mr. Passman. Surely.
Mr. Galifianakis. Do you have a compilation of all of the various 

programs, for instance, moneys tha t go to Formosa tha t are consoli­
dated and broken down with the total  figure? For  instance, if I asked 
right now what is the tota l assistance, economic, military, and other­
wise, is tha t available?

Secretary Laird. We have tha t available in this backup book, the 
green book.

Mr. Passman. Would the distinguished Secretary yield to me for 
about 10 seconds? Would the gentleman yield?

Mr. Galifianakis. Yes, sir.
Mr. Passman. This is an additional duty as far as I am concerned.

I have been dealing with figures all my life. I never had any money 
but  I like to look a t figures. It  takes weeks and weeks of hard  work 
and digging to put  this together. I have a sheet here that  shows the 
amount we have given to every nation  on the face of the earth,  and 
I keep it  up to date. You could go ou t to Korea. All you have to do 
is to look here. We have given Korea $8,104,200,000. Let me give 
you this sheet now. I t is completely up to date. I get them out every 
year. We only publish them after the agencies have verified them. 

G R E E K  M IL IT A RY  PU R C H A SE S FR OM  FR A N C E

Mr. Passman. In an article in the Washington Post last July  it 
was stated tha t France would be willing to supply Greece with its 
entire military needs on liberal terms. Do you know if Greece had 
purchased much military equipment from France before the U.S. 
embargo was l ifted last fall?

Secretary Laird. -------- .
(Off the record.)

U .S . R EM O V A L O F ARM S EM BARGO TO  G R E E C E

Mr. Passman. Many critical articles have appeared in the papers 
concerning the Greek military dictatorship and the fact tha t the 
United States  has resumed military assistance to this country  before 
restorat ion of a democratic form of government. Would you please 
explain what is present ly taking place in Greece and why the United 
States  removed the arms embargo?

Secretary Laird. The regime is firmly in control. Any resistance 
to the regime, in my judgment , is divided and ineffective not only 
within the country but  from abroad as well. There has been some 
progress toward full representative government. We had hoped tha t 
there would have been more. The lifting of the embargo rested entirely 
on Un ited States  and NATO security considerations.

PO L IT IC A L  SIT U A T IO N  IN  T U R K E Y

Mr. Passman. Recently Turkey has experienced an unrest between 
the military  and the regular Turkish Government with the result 
tha t Prime Minister Demirel resigned. How does the United States
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view this situation with the thought in mind that Turkey is a “forward 
defense count ry” and important to the NATO organization?

Secretary Laird. It  should be noted tha t the change of government 
in Turkey is being carried out in accordance with the country’s con­
stitutional process. The new government includes members from most 
of the major political parties, all of which have supported Tur key’s 
membership in NATO in the past. Thus, we do not expect tha t there 
will be any significant change in Turkey’s re lationship with NATO.
E F F E C T  OF E T H IO P IA N  C H A N G E  O F G O V E R N M E N T  ON  U .S . A CCES S TO 

K A G N EW

Mr. Passman. Mr. Secretary,  do you feel if there was a change of 
government in E thiopia, the United States would lose the right to con­
tinue operation of Kagnew Station, the communications facility?

Secretary Laird. Our continued access to Kagnew would, of course, 
depend upon the atti tude of the government tha t emerged from the change.

On the death of the Emperor, the Crown Prince, according to the 
constitution, is slated to succeed to the throne. We believe the provi­
sions of the constitution will be res pec ted -------- .

M IL IT A R Y  A SSIS T A N C E  TO  E T H IO P IA  FO R U SE  O F K A G N E W

Mr. Passman. Is it not true we have extended large amounts of 
assistance to Ethiopia to retain  this communications station?

Secretary Laird. -------- . Since 1954 we have given to Ethiopia
ab ou t-------- in military aid.

T R A D E  W IT H  CO M M U N IS T CH IN A

Mr. Passman. An article in the J anu ary  24, 1971, Washington Post 
indicated tha t our State Departmen t approved the sale of French 
dump trucks equipped with U.S. engines to Communist  China. It  
stated  further tha t the Defense Departm ent was holding these sales up. 
Why should we let U.S. automobile components be sold to Communis t 
China? How was this case finally resolved?

Secretary  Laird. The Department of Defense is always concerned 
with the  export to Communist countries of equipment which can have 
strategic mi litary  uses. However, the Department of Defense does not 
decide these matte rs. We simply assess the potential military impact 
of them and make our recommendation accordingly, meanwhile 
recognizing tha t there are nonmil itary factors which also must  be 
weighed. With regard to the case of the French dump trucks, we have 
made our recommendation but  to the best of my knowledge the case 
has not been resolved yet.

C O U N T E R IN SU R G E N C Y  T R A IN IN G  TO L A TIN  A M ERIC A

Mr. Passman. Another article in the Washington Post indicated 
tha t the counterinsurgency training provided certain Latin  American 
countries by the United States  may have stimulated some military 
coups in tha t area of the world. What is your feeling toward this 
statement?
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Secretary Laird. The political atti tude of the Latin American 
military is a product of the environment  in which they live. Int er­
vention by the military when it judges that the government has failed 
has been a widely accepted reaction in Latin America. U.S. programs 
cannot be expected to negate the political beliefs and attitudes of a 
lifetime. The Latin American military officer is influenced politically 
by the training he receives in his own country. Nevertheless, training 
in the United States  does expose him to U.S. concepts of democracy 
and the proper role of the military in society. No par t of the U.S. 
training given him is in any way re lated to overthrow of governments 
but on the contra ry is aimed at maintaining internal  security and 
stabilitv in order tha t economic progress can be achieved.

Mr. Passman. Mr. Shriver.

ZERO  D R A FT  CA LL S AND AN  A L L -V O L U N T E E R  ARM ED  FO RC E

Mr. Shriver. Thank you. On page 4 you say your goal is a “zero 
draft and an all-volunteer active force with increased reliance on 
National Guard and Reserve forces.” Would you explain the Presi­
dent’s position on this fur ther and tell us if a timetable for accomplish­
ing this goal has been proposed?

Secretary Laird. The President, in his message to the Congress of 
January 28, 1971, stated tha t we shall make every endeavor to reduce 
dra ft calls to zero by July  1, 1973, replacing the draf t with an all­
volunteer Armed Force as soon as we can do so withou t endangering 
■our national security.

The President has requested tha t we reduce expenditures and extend 
these economies in to future  budgets. Within the Departmen t of De­
fense, these economies will require increased reliance on the combat 
and combat support units of the Guard and Reserves. I  have directed 
the Secretaries of the Military  Depar tments to provide, in the fiscal 
year 1972 and future budgets, the necessary resources to permit the 
appropriate balance in the  development of Active, Guard, and Reserve 
Forces.

Emphasis will be given to concurrent consideration of the total 
forces, Active and Reserve, to determine the most advantageous mix 
to support national  strategy and meet the threat.

Substan tial measures have been taken to improve Guard and 
Reserve readiness for the all-volunteer force environment. The admin­
istra tion’s proposed recommended pay increases will accrue to Guard 
and Reserve personnel as well as those in the Active Forces. Our 
proposal of quarters allowance for enlisted personnel in the lower pay 
grades includes guardsmen and reservists during their initial active 
du ty  training. This will correct a long standing inequity. We are 
considering other measures which can be taken in the Guard and 
Reserve area to end reliance on the draf t through a combat ready 
Guard and Reserve.

R E PO R T S TO  CON GRESS

Mr. Shriver. On page 6 you say a committee reports regularly to 
Congress on the measure of each count ry’s military expenditures in 
comparison with the other countries in the region. What  reports are 
you referring to?

(The information follows:)
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Sections 620(s) and 120 require the President to report annually to the Speaker of the  House of Representatives and the Committee on Foreign Relations of the Senate his actions in carrying out these sections. The President’s authori ty to administe r this provision has been delegated th rough the Secretary of State to the  Adminis trator of the Agency for Internat ional  Development (AID). The Adminis­tra tor  is assisted in carrying out this responsibility by an interagency committee which annually analyzes the quan tity and nature of military expenditures by countries receiving assistance under the Foreign Assistance' Act of 1961, as amended (FAA), and the Agricultural Trade Development and Assistance Act of 1954 (Public Law 480).
Sections 620(s) and 120 require the President in furnishing assistance to take into account the percentage of recipients’ budgets devoted to military purposes and the degree to which recipients use their foreign exchange reserves to  acquire military equipment. Section 620(s) was amended, effective December 30, 1969, to  include a third factor which the  President must also take  into account. This is the amount spent by recipient countries for the purchase of sophisticated weapons systems. This amendment also limited the types of FAA-authorized assistance covered by this provision to development loans, Alliance development loans, and supporting assistance.
In implementing this section during fiscal year 1970 the interagency committee examined each recipient’s defense expenditures as a percentage of its gross national product  and also examined the national budgets of all countries receiving develop­ment loans, Alliance development loans, or supporting assistance under the FAA or Public Law 480 sales. Country data were compared to data for other similarly situa ted countries. Data  on each country’s military imports were also compared to those of other countries similarly situated.  Only the following countries were found to exceed the comparative norms: Israel, Jordan, Ethiopia, Nigeria, Greece, Iran, Malaysia, Vietnam, Thailand, Turkey, Argentina, Brazil, Dominican Republic, El Salvador, Peru, and Uruguay.
Careful examination of the budgets of each of the above countries revealed th at with the exception of Greece, Iran, and Peru, none was diverting resources in­tended for economic development to military purposes. No transfer of resources under the FAA or Public Law 480 sales were made in fiscal year 1970 for Greece. At present, the chief of the U.S. mili tary mission in Ir an is assisting the Chief of Staff to formulate Iran ’s 5-year military requirements by priority, an exercise which is designed to  rationalize  procurement and eliminate military expenditures which are unnecessary to Ira n’s security.
In the case of Peru, no Alliance loan, supporting assistance, or sales under Public Law 480 were made in fiscal year 1970 under the usual assistance programs. A special program has been established to assist Peru in its current  emergency caused by an earthquake. FAA section 639 permits such disaster assistance re­gardless of other FA A provisions.
In all cases in which development loans, Alliance development loans, and sup­porting  assistance were furnished and Public Law 480 sales made in fiscal year 1970, the President, acting through the AID Administrator, took into account the percentage of recipient countries’ budgets devoted to military expenditures, the degree to which recipients were using their foreign exchange resources to  acquire military equipment, and the amount spent by recipients for sophisticated weapons systems.
The methods used in evaluat ing country expenditures for military  purposes under 620(s) as it existed prior to December 30, 1969, have been found satisfactory in meet ing the requirements of th at section as it now exists. Where sophisticated weapons have been purchased by recipient countries it has not been with funds intended for economic development, nor have such purchases been found mater i­ally to interfere with development.
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M IL IT A R Y  S IT U A T IO N  IN  LA OS

Mr. Shriver. I realize the Laos program is not in this request, but 
would you tell us the current status militarily of the neutral govern­
ment and its capital city? I have read that it is in danger of being 
overrun and has appealed to Grea t Brita in and the Soviet Union to 
stop the North Vietnamese and Pa the t Lao troops.

Secretary Laird. The Pa the t Lao insurgency against the govern­
ment of Prime Minister  Souvanna Phouma continues to be supported
from North Vietnam and China.--------  The territor ial position now
is close to the a linement in previous years at this time.--------

North Vietnam reacted to the closing of it s supply route through 
Kompong Som with special efforts to expand and protect the routes 
through southern Laos. Friendly guerrilla forces also increased attacks 
against the NVA logistic position in southern  Laos. The NVA re­
sponded with increasingly intense attacks against military targets  on 
the Bolovens Plateau . Additionally, the NVA took two towns pre­
viously surrounded but unharmed,  Saravane and Attopeu.

U .S . A T T IT U D E  TO W ARD  C H IL E

Mr. Shriver. What are the administra tion’s intentions militarily 
and diplomatically regarding the Communist government in Chile? 
What is tha t Government’s relationship with Cuba?

Secretary Laird. As outlined by Presiden t Nixon in his February 25, 
1970, presentation to Congress on U.S. foreign policy for the 1970’s, 
the United States has a strong political interest in maintaining 
cooperation with our neighbors regardless of their domestic viewpoints. 
We have a clear preference for free and democratic processes, b ut we 
deal with  governments as they are. Our relations depend not on their 
interna l structu res or social systems, but  on actions which affect us 
and the in ter-American system. The new government in Chile is a 
clear case in point. The 1970 election of a Socialist Presiden t may 
have profound implications not only for it s people but for the inter- 
American system as well. The Government’s legitimacy is not in 
question, but its  ideology is likely to influence its actions. Our bilateral 
policy is to keep open lines of communications. We will not be the 
ones to upset traditional relations. In short, we are prepared to have 
the kind of relationship with the Chilean Government tha t it is pre­
pared to have with us. While we do not seek confrontations with any 
government, those which display unremitting hostility  cannot expect
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our assistance. And those which violate the principles of the inter- 
American system, by intervening in the affairs of their neighbors or 
by facilita ting the intervention by nonhemispheric powers, canno t 
expect to share the benefits of inter-American cooperation. We will 
work constructively with other members of the community  to reduce 
the disruptive effect of such actions.

Prior to  the  Allende government, President  Frei in late  1969 entered 
into a trade agreement with Cuba to sell limited quantities  of garlic, 
beans, and wines. With Allende becoming President in October 1970, 
his government established diplomatic relations with Cuba on Novem­
ber 12, 1970. Since tha t date Chile and Cuba have signed various 
agreements; tha t is, Central Bank lifted all restrictions on commercial 
trade  between the two countries, November 21, 1970; reciprocal 
trea tment on each others merchant ships, February 2, 1971; and a 
bilateral  agreement on commercial air service, February 26, 1971.

Chile’s decision to establish ties with Communis t Cuba, contrary 
to the collective policy of the OAS, was a challenge to the inter- 
American system. We and our partners in the OAS will therefore 
observe closely the evolution of Chilean foreign policy. As a rebu ttal 
of this statement , Presiden t Allende counters that Chile met a moral 
and political obligation to redress an injustice in reestablishing rela­
tions with Cuba.

W IT H D R A W A L  OF U .S . TR O O PS FR OM  K O R EA

Mr. Shriver. Have the 20,000 American troops been withdrawn 
from South Korea yet as proposed last year? Are further withdrawals 
proposed this year? Is there a timetable for the complete with­
drawal of our men?

Secretary Laird. The reduction by 20,000 of the authorized st rength 
of U.S. forces in Korea will be completed by June 30, 1971. No 
further reductions are proposed for this year. At this time there is 
no announced timetable for the complete withdrawal of U.S. forces 
from Korea.

S IT U A T IO N  IN  T U R K E Y

Mr. Shriver. You are requesting $100 million for Turkey , where 
our presence has caused serious domestic problems, Not too long 
ago, four of our servicemen were kidnapped, and luckily released 
unharmed. Are you lowering our profile there yet? We should.

Secretary Laird. In 1968 DOD-sponsored personnel in Turkey 
numbered about 24,500. We now have less than 16,000. In addition 
we have effected certain consolidations and collocations tha t have 
reduced the number of sites at which our personnel are located.

M IL IT A R Y  SA LE S TO  ECUADOR

Mr. Shriver. In Janu ary of this year, military sales to Ecuador 
were halted  in accord with the prohibition against such sales to coun­
tries which seize American fishing boats. Have these sales been 
reinstated?

Secretary Laird. Military sales to Ecuador,  which were suspended 
in January , remain in suspension.
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USE  OF AM ER ICAN -M AD E TR UC KS  ABROAD

Mr. Shriver. On February 4, 1971, the Comptroller General issued 
a report  entitled “Economic Advantages of Using American-Made 
Trucks Abroad to Transpor t Milita ry Cargo.” This is something I 
have advocated for years, along with many of my colleagues. Have 
you taken any actions yet to implement the recommendations in this 
report?

Secretary Laird. The Milita ry Departments have provided for the 
procurement of American-made trucks when it  is advantageous  to do 
so and to allocate them on a prior ity basis to those foreign bases which 
offer the greates t economic advantages.  They have continued their 
reviews of equipment utilization and given preference for American- 
made equipment and to American firms.

GAO REP ORT ON PU RC HA SING  PR OC ED UR ES  FO R U .S . TR OO PS

Mr. Shriver. In another GAO repor t of the same date, recom­
mendations are made concerning “Opportunities to Economize on 
Purchases of Dairy and Bakery Products for U.S. Forces in Southeast  
Asia.” What actions will be taken in this regard?

Secretary Laird. The General Accounting Office (GAO) report 
recommended tha t the Depa rtment of Defense include a requirement 
in its contracts for bakery products in Thailand tha t flour of U.S. 
origin be used. The mill furnishing flour to the bakery contractors in 
Thailand has commenced using 100-percent U.S.-origin wheat  for 
milling, and contracts with bakery contractors will be amended 
accordingly.

The GAO report discussed the efforts made to secure exemption from 
Thai customs duty on the importa tion of milk ingredients used by a 
contractor for the in-country production of dairy products for U.S. 
military  activities. As pointed out in the Department of Sta te’s le tter 
of October 21, 1970, to the GAO (printed at app. II  of the report),  
such exemption was granted in 1970 only for 1 year, until March 31, 
1971, and further efforts will be required in the future in order to 
continue this exemption. Although 6 months ago the Embassy  re­
quested such customs exemption be continued after March 31, 1971, 
the request is still under consideration by the agencies of the  Royal 
Thai Government.

Recommendations of the GAO report relat ing to seeking relief from 
other Thai taxes and duties on dairy and bakery products purchased 
for the use of U.S. forces in Thailand, as well as seeking an equitable 
rebate  for taxes and duties levied in the past thereon, were addressed 
to the Depa rtment of State, to which the Department of Defense 
defers.

CL AS SIFICA TION  OF CE RT AI N IN FO RM AT IO N

Mr. Shriver. Why in the justification for military  assistance
are --------  blacked out. Why do we not disclose what the Soviet
Union is doing? Why are these classified?

(The information was submitted to the Committee.)
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IM PR O V E M E N T  OF K O R EA N  FO RC ES

Mr. Passman. Mrs. Reid.
Mrs. Reid. Thank  you. What progress has been made in updating  the armed forces of the Republic of Korea?
Secretary Laird. The U.S. Government has worked out with the Korean Government a 5-year plan for the modernization of Korean Armed Forces. The Congress was requested and did provide in the 1971 supplemental, $150 million as the initial increment of this plan. Our request for fiscal year 1972 carries on with this program. Ob­viously the continuat ion of this program is dependent upon the support of the Congress.

OKIN AW A

Mrs. Reid. Many people both in and out of Congress are under the impression tha t if Okinawa reverts  to Japan we will pull out completely. What  are the present plans in regard to maintaining a military establishment there?
Secretary Laird. Let me answer your  question with the following exerpt from the  President’s recent foreign policy report.
In recognition of our growing interdependence and  Japa n’s own increased sta tur e, Prime Minister  Sato and  I agreed  in November  1969 to ente r into  ne­gotiations for the return  of Okinawa to Japanese  adm inis trat ion  by 1972. I can now report th at  nego tiatio ns on this question, including the  rete ntion of our Okinawa bases, ar e progressing  steadily. Our aim is to reach the specific agreem ents this  spring, allowing us to obtain  the  necessary legisla tive suppor t to proceed with reversion in 1972.
Last December, we and the  Japanese agreed  to significant realignments in our mili tary  bases in Jap an,  which will resu lt in a reductu on of some 12,000 U.S. mili tary  personnel over the  next several  months withou t adversely affecting  our abi lity  to meet our commitm ents  to Japa n or other Asian allies. The Japanese have  announced plans for continuing quali tat ive  improvem ents of the ir own self-defense capabilities, enabl ing them to provide for sub stan tial ly all of our conventional defense requirements.

T R A IN IN G  OF U .S . P E R S O N N E L  assigned to military assistance 
advisory groups (maags)

Mrs. R eid. In many of the countries in which we have Military Assistance Advisory Group missions, the  military  play an important political role. W hat training is given our personnel so they have a good understanding of the political dynamics of these nations, as well as a deep understanding oi American foreign policy objectives?Secretary Laird. Military Assistance Advisory Group (MAAG) personnel are considered to be apolitical, and do not play an im­por tan t political role during assignment in count ry MAAG. Military personnel being assigned to MAAG’s do, however, receive a political background orientation both with regard to U.S. policies and objec­tives for the country  and area of assignment and as regards the political situation in the country of MAAG assignment.
M ID -E A ST  SIT U A T IO N

Mrs. Reid. Where do you see the situation in the Middle East  heading? How are the proposed military sales to Israel coordinated with Secretary Rogers’ efforts to obtain a peaceful settlement of that conflict?
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Secretary Laird. We are, of course, hopeful tha t it will be possible 
to achieve a peaceful and lasting sett lement  of the Arab-Israeli dispute, 
and we are working toward tha t end. As Secretary Rogers has re­
peatedly said, however, this is a most difficult problem, i ts resolution 
will not  be easy, and in this, of all areas, it  would be foolish to make a 
prediction. We are doing our best, and we are hopeful, but tha t is all 
we can say. With regard to military sales to Israel, these are fully 
coordinated with the S tate Depar tment , in all particulars.

EF FE CTS  OF MI LITA RY  AS SIST AN CE  CU TBAC K

Mrs. R eid. Would you comment on the actual practical effects 
of a cutback in our military assistance program—what would be the 
alternatives?

Secretary Laird. There are only two real alterna tives to military 
assistance: (1) allowing the security of our friends and allies to deteri­
orate to the point th at they were forced to make political accommoda­
tions with the Communist powers, or (2) greatly increasing U.S. 
forces to provide for forward security of those countries withou t 
reliance on their own manpower and resources. Neither course of 
action is in the U.S. interest. The Nixon Doctrine, of relying more on 
our friends and allies to defend themselves, while assisting them in 
obtaining the means to do so, is preferable to either of these 
alternatives.

EFF ECT OF RE D CH IN A’ S MIS SILE  PRO GR AM  ON MAP

Mrs. R eid. In your annual report to Congress on the world military 
situation, you predicted tha t Red China could develop an initial force 
of operational intercontinental ballistic missiles between 1973 and 
1975? What effect, if any, does this have on planning for the military  
assistance program?

Secretary Laird. The military assistance program is not designed 
to provide protection against nuclear aggression or threa ts of nuclear 
aggression. It  is designed to help our friends and allies defend them­
selves against conventional attacks.

TY PE S OF WEA PO NS  PR OV IDED

Mrs. Reid. Could you comment on the types of weapons that may 
be given or sold to our allies to help implement the Nixon doctrine— 
do we give them regular equipment  tha t has been used by our own 
forces or are we developing new types  of a ircraft—such as the “Inter­
national  Figh ter” and other types of conventional weapons through 
research?

Secretary Laird. In general, w’e have provided regular equipment 
of the type used by our own forces, since procurement and mainte­
nance of this  equipment  can be coordinated with U.S. force procure­
ment. In the case of aircraft, however, we have a special MAP aircraft, 
the F-5  Freedom Fighter, which is cheaper and easier to maintain  
than  regular U.S. Air Force operational fighter aircraft, primarily 
because it s operational capability was designed to meet the needs of 
our allies. We are in the process of developing a follow-on to the F-5, 
designated as the “Inte rnational Fighter  Aircraft,” which we plan to
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introduce into the military assistance and sales program in the next few years. Research is also planned in other areas tha t could result, in some cases, in the development of equipment for our allies tha t would be more responsive to their needs than would standard U.S. military equipment.
Mr. Passman. Mr. Riegle.

N O R T H  V IE T N A M E SE  A G G R ESSIO N

Mr. R iegle . Thank you, Mr. Chairman. I believe tha t the war in Southeast  Asia has demonst rated the toughness of the North  Viet­namese regime, and most experts would now rate them as the most powerful na tion in Southeast Asia. If, as it is reported, this country does have an appetite  for aggression, don’t you think tha t it is only a matter  of time before they take over the non-Vietnamized countries, such as Thailand, Laos, Burma, and Malaysia?
Secretary Laird. North  Vietnam’s capacity and will to take over other countries in Southeast Asia have, of course, been the subject of much discussion. Both the capacity and the will are a function of extremely complex historical, cultural, geographic, economic, political and military  factors. Of the countries you name, Laos is certainly in the greates t danger of N orth Vietnamese domination. Because of its size and cultural homogeneity, Thailand can serve as a counter-balance to North  Vietnam if the  Thais receive assistance to offset that which the Noi th Vietnamese receive. Burma and Malaysia are sufficiently distant to minimize the threat of North  Vietnamese domination if Thailand  remains strong.

O B JE C T IV E  OF  SO U T H EA ST  ASI A PR OGRAM

Mr. R iegle. On a number of occasions now, the President has pointed out tha t the purpose of the initiatives he has taken in South­east Asia is to save American lives. He mentioned this in connection with Vietnamization, incursion into Laos, and the invasion into Cambodia. Would you not concede that the protection  of American lives is a distinct change from the previous policy of protec ting South Vietnam?
Secretary L aird. There is a plan to end U.S. involvement in Southeast  Asia and to bring U.S. troops home from tha t war. That is what the Vietnamization program is all about. Tha t plan has been approved by the Presiden t and we are moving in accordance with tha t plan. Tha t is what wre a ie doing now in reducing U.S. troop strength  in Vietnam under the several increments which already have been announced.
Vietnamization has been defined as the  process by which the major military, paramili tary, and civil responsibilities tha t the United States  has assumed in South Vietnam are transferred to the South Vietnamese in an orderly manner and with in a reasonable time frame. It  is aimed at allowing the people of South Vietnam to determine their own future by providing for their own defense, while removing U.S. troops from combat in Southeast Asia. Vietnamization is regarded as the first crucial step in implementing the Nixon Doctrine underscoring our expectation and insistence tha t defense responsibility be increas­ingly shouldered by the Asian nations themselves. Vietnamization is both a complement and an alternative to the Paris negotiations by
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pro vid ing  bo th an addit ion al ince ntiv e to Ha no i to nego tia te and  a 
means  for U.S. troops to be wi thd raw n in an ord erly manne r with ou t 
sacri ficing our single objec tive—the  rig ht  of se lf-de termination for 
the  people of Vietn am.

Gen era l Abrams, Comm and er of the  U.S.  M ili ta ry  Advisory  Co m­
ma nd  in Vietnam , is at tempt ing to conduct mili ta ry  opera tions  in 
Vietn am  wi th a minim um  of Am eric an casual ties . Pres iden t Nixon 
on man y occasions has expressed his conc ern for  the safet y of those 
Americ ans  r em ain ing  in Vietn am  as the  red uc tio n of U.S.  force levels 
con tinu es,  and  eve ry effort is bein g made to ens ure  th at adeq ua te  
prote cti on  is provided for those rem ain ing  person nel . Fu rth ermore, it  
is Pres iden t Nix on’s desire th at we bring all U.S . forces hom e safe ly 
from  Vietn am  as soon as possible, com me nsu rate wi th  our obj ect ive  
to bring a ju st  peace to V ietnam . Our o ver rid ing  obje ctive  is a poli tical 
solution th at reflects  the  will of the South  Vie tnamese peop le and 
allows the m to det erm ine  their  fu ture  with ou t ou tside  inte rfe ren ce.  
So, the refore , I rea lly  feel th at our obj ect ive  in So uth  Vietn am  has 
no t change d.

U .S . IN V O L V E M E N T  AS  O PPO SED  TO  R U SSIA

Mr. R iegl e. H ow is it th at ou r majo r adve rsa ry—Ru ssi a—has 
been  able, within  the  pa st  10 yea rs, to isol ate itse lf f rom  such exte nde d 
conflic ts such as those th at occ urred in Ko rea  and V ietnam— while 
the Un ite d St ates  conti nues to ge t involved?  Is  ou r use of South  
Vie tnamese troops in Laos and Ca mb od ia an at te m pt to wage wa r 
by  proxy, as they  have  been successfully  able  to do in those two 
cou ntr ies?

Secretary Lair d. We believe the  record  shows majo r Sov iet  in­
vo lve me nt in conf licts  ou tside  Sovie t borders, bo th  dir ec tly  and 
ind ire ctl y. Sov iet  in terven tio n in Ea ste rn  Eu rope , mos t recentl y in 
the Cze choslovak invasion in 1968, is well kno wn.  Du rin g the  Ko rea n 
con flic t, while the  Sovie ts avo ided a dir ec t role, Sovie t aid to the 
No rth  Koreans was  cruc ial. Du rin g the  wa r in Vietn am , massive  
Sovie t aid has been  cruc ial to the  No rth  V ietn amese  w ar effort .

As for dir ec t Sovie t inv olv ement , mention might  be made of the  
Sovie t effo rt to pu t missi les into Cu ba  in 1962, and continued Sovie t 
mili tary  t ies with Cuba. Pe rhap s the  b est  case of  all, however, show ing 
Sovie t inv olv ement mili tar ily  out side her borde rs, is the Mid dle  Eas t, 
where it is e stima ted  th at  a s ma ny  as 14,000 S oviet  m ili tary  p ersonnel 
are cu rre ntl y sta tio ne d in the  Un ite d Arab  Re public. Befo re the  
ceasef ire began in  August 1970, Sovie t m ili ta ry  pe rson nel  were  mannin g 
an ti- ai rc ra ft  defenses  and  flying air-defe nse  missions ove r Eg yp tia n 
te rr ito ry .

So uth  Vie tnam ese opera tions  again st Nor th  Vie tnamese forces in 
Laos and  Ca mb odia do no t co ns titute a war by  proxy,  by implicat ion  
in beh alf  of the  Un ite d State s. The South  Vietnamese  are figh ting  in 
th ei r own self-defense ag ain st an ene my  whi ch uses  the  te rr ito ry  of 
Laos and C am bodia  to lau nch at ta ck s ag ain st the  te rr ito ry  a nd peop le 
of So uth  Vie tnam.  The se opera tio ns  by  South  Vietnamese  forces are 
consistent with  our policy of Vietn am iza tion, of turn ing over to the  
Vie tnamese wh at has been  the U.S . sha re of the  co mb at  burde n in a 
ma nner which will ensure  their ab ili ty  to defe nd them selves.
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TR O O P W IT H D R A W A LS

Mr. R iegle. It  appears tha t neither Vietnamization, nor the Paris peace talks , offer much hope of recovering our prisoners of war. Since the President is committed to a withdrawal of American troops, according to some unpublished timetable, would it not entail little 
risk to propose a troop withdrawal—prisoner of war swap to North Vietnam.

Secretary  Laird. I would like to submit tha t information for the record.
(The information follows:)

Pre sid ent’s Fiv e-Po int Peace Plan 
October 7, 1970

An intern atio nal ly supervised cease-fire-in-place th roughout Indochina, governed by princ iples which would m ake it  acceptab le and credible to both sides. This was designed to stop  the  fighting at  once and hopeful ly create  new conditions and avenues for a negotiated settl eme nt.
An Indoc hina Peace Conference. This reflected the  facts th at  N orth Vietnamese forces were in Laos and Cambodia as well as Vietnam and th at  a stable peace in one requ ired a stable peace in all.
The  withdraw al of ail American forces from South  Vietn am on a timetable to  be negotia ted as pa rt of an overall settl eme nt. This was to make clear that  we were prepared to remove all American troops.A political sett lement in South Vietnam based on the political  principles I had sta ted  on April 20. This was t o reaffirm to the  othe r side our willingness to  search for a political process th at  would mee t the ir concerns.The  immediate and unconditional release of all prisoners of war, journalists, and  oth er innocent  civilian victims held by both sides. This  was to underline our view th at  the prisoner issue was s tric tly hum ani tarian and need not  awa it resolu­tion of o the r problems.

R E D U C T IO N  OF AL L FO R C ES IN  SO U TH  V IE TN A M

Mr. R iegle. It  is my understanding tha t the Nixon doctrine “will enable our friends and allies to do more for themselves.” In the first test of th is doctrine in South Vietnam, we find tha t Australia, Thai­land, and Korea, have all announced plans to withdraw their support when the Americans leave. Under these circumstances, is i t realistic to depend on countries such as these, notwithstanding our military assistance, to ease the burden on the United States, or to  reduce the risk of conflict in the world?
Secretary Laird. Australia, New Zealand, and Thailand have an­nounced plans, in agreement with the Government of Vietnam, pro­gressively to reduce their combat forces in Vietnam. The Government of Korea has said tha t reductions are under study. Decisions made in this regard by these nations contributing aid to Vietnam result from the greatly improved capacity of the South Vietnamese to see to their own defense, and from the declining enemy capaci ty. In effect South Vietnam’s requirement  for combat assistance has diminished so that these other nations, just  as in the case of the United States , can reduce their  forces. However, in all cases, the  plans call for phased reductions , consistent with the assumption of the responsibilities by the South Vietnamese. The countries contribut ing forces to Vietnam consult with one another and with the Government of Vietnam regard­ing fur ther withdrawal plans.
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U .S . D E F E N S E  PO STU R E

Mr. R iegle. It  has been reported and discussed in a number of 
articles tha t our strategic  defense posture vis-a-vis Russia, has dete­
riorated as a result of our involvement in South Vietnam. Certainly 
they have closed the gap in and installed ICB M’s and SLBM’s. I t is 
reputed tha t while they were making headway in these two areas, 
our own modernization and development programs have been put on 
the back burner. Would you comment on the charge tha t the $100 
billion investment in Vietnam has hur t our defense posture, and tha t 
we don’t have the quantitat ive or qualitative superiority  tha t we had 
10 years ago.

Secretary Laird. The change in the relative balance between United 
States and Soviet strategic postures has resulted both from the diver­
sion of U.S. resources to Vietnam and from the continuous and rapid 
growth of the Soviet stra tegic forces. They have continued to deploy 
ICBM’s, and may be in itiating a new deployment in tha t area; they 
have continued to cons truct ballistic missile submarines at a high rate , 
and they have continued to improve and expand the ir defensive forces.

The United States, on the other hand, has maintained a re latively 
constan t strategic force level during this period.

M ID -E A ST  ARM S RACE

Mr. R iegle. Is not our giving --------  in military credit sales to
Israel, and at the same time giving -------- to Saudi-Arabia, — ------ to
Jordan, an d-------- in a sense playing both ends-against-the-middle in
the Middle East? Doesn’t this both ends-against-the-middle policy 
cause the Israelis to question our goodwill and, to a certain extent , 
promote the arms race in tha t par t of the world?

Secretary Laird. Whenever we supply arms to two neighboring 
countries, there  is, of course, always a chance they will use these arms 
against each other. There is certainly that chance in the Middle East. 
We do no t see the Middle E ast in terms of e ither Israeli or Arab mil­
itary  supremacy, however, and we do not believe our arms program is 
fueling such a conflict. Indeed, our sales program is a significant factor 
in preventing such conflicts. The reason is that our programs support 
moderate, generally pro-western regimes, and this aid serves at least 
two important functions: first, it provides these governments with a 
source of military material  other than the Soviet Union, thus helping 
limit the spread of Soviet influence. Polarizing our position in the 
Middle East, by tying it entirely to Israel, would certainly  open new 
doors for the Soviets and help to radicalize the entire area. A second 
function served by our military sales to Arab moderates is to help 
them achieve and maintain  internal security. This serves the interests  
of the entire area, as recent events in Jordan demonstra te. It  is in pa rt 
at least because of U.S.-provided military equipment tha t the King 
was able to bring Arab terroris ts under control, thus strengthening 
his moderate regime and also greatly reducing terrori st incidents along 
the Jordan-Israeli border.

PU B L IC  LA W 48 0 PROGRAM  AND E X PO R T -I M P O R T  B A N K  M IL IT A RY  
A C T IV IT IE S

Mr. R iegle. I noticed tha t of the $5.2 billion th at is requested for 
security systems programs, $300 million is taken from Public Law 480
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counterpart funds and $300 million is financed by the Export-Im port  
Bank. In order t ha t we not expose the food-for-peace program, or the 
Bank, to charges of milita ry subversion, would it not seem p rudent to 
transfer  these activities to defense, and keep these programs free of the 
military sales business?

Secretary Laird. The Export-Import Bank provides about  $300 
million per year in direct credits and credit guaranties for defense 
articles and services. These credits are extended to developed coun­
tries only and the Bank’s authority for extending credit for military 
purchases is found in the Export-Import Bank Act of 1945, as 
amended. Loans made to developed countries are usually made to 
enable these countries to purchase major  end-items primarily from 
commercial sources. This credit is not considered security assistance 
as envisioned by past legislation and the new Interna tional  Security 
Assistance legislation. Instead such credit assistance is used as an 
added inducement to developed countries to purchase defense items 
in the United States.

The legislative basis and administrative  responsibility for grants 
under section 104(c), Public Law 480, have been previously dis­
cussed.

CA SU A LT IE S

Mr. R iegle . What is the total number  of civilian casualties pro­
duced during the Cambodian invasion? The Laos invasion?

Secretary Laird. We have no record of the  civilian war casualties 
caused as a result of the Cambodian and Laos incursion.

U .S . C A SU A LT IE S IN  SO U TH  V IE T N A M

Mr. R iegle. How many Americans have died in Vietnam—combat 
and noncombat—have died since this adminis tration assumed office. 
Please enclose any deaths which occurred in Laos or Cambodia.

Secretary Laird. The U.S. casualties in South Vietnam during this 
administration  have been drastically  reduced in comparison to those 
losses from 1965-68. I  have listed the casuality sta tistics for the  years 
1965 to 1971.

Losses Co mb at Nonco mba t

1965.................................................................................................................................................................
1966 ...................................................................................................................................................................
1967 ............. .....................................................................................................................................................
1968 .................................................................................................................................................................
1969 ...............................................................................................................................................................
1970 ........... .....................................................................................................................................................
1971 (J anuary -M arc h).......................................... . ....................................................................................

1,3 69 359
5,008 1,0 42
9,378 1,6 80

14, 592 1,9 19
9,41 4 2,11 3
4,22 1 1,8 44

539 325

CO ST S OF CA M BO DIA N AND LA OS IN V A SIO N S

Mr. R iegle. Wha t has been the dollar cost to date of the Cam­
bodian invasion? The Laos invasion?

Secretary Laird. In accumulating and estimating the cost of the 
war in Southeast Asia, no atte mpt is made to estimate the cost of 
individual encounters, or major military operations against Com­
munist sanctuaries or supply lines outside South Vietnam. The 
accounting struc ture of the Department is not designed to generate 
this type of information. Accordingly, we have not estimated the 
costs associated with the operations in Cambodia or Laos.
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[cross-border OP ER AT IO NS  IN TO  LAO S

Mr. Riegle. Did the United States have veto power over the 
South Vietnamese incursion into Laos?

Secretary Laird. We were in close consultation  with the leaders 
of South Vietnam concerning the ir cross-border operations into Laos. 
If we had refused to provide air and logistical support, I am sure this 
would have reduced the magnitude  of the operation.

U .S . BO MBING  OF NO RTH VIET NA M

Mr. R iegle. How far north into North Vietnam did our bombing 
raids of the last week go? Is it reasonable to relate bombing raids 
this far no rth with the rat ionale of protecting American lives in South Vietnam?

Secretary Laird. Our recent bombing strikes in North Vietnam were 
against three active SAM sites located in the Panhandle area. These 
sites were located eas t of Mu Gia Pass, approximately 15 miles east of 
Mu Gia and about 15 miles north of the DMZ.

These attacks were protective reaction strikes designed to destroy 
the missle complexes firing at our unarmed reconnaissance ai rcraft on authorized missions over North  Vietnam.

As I have stated before, we will continue to take protec tive measures as necessary to protect the lives of aircrew members.

FU EL PIP E  FROM  NO RT H VIET NA M

Mr. R iegle. Recently  a piece of pipe was displayed to the press by 
Pentagon personnel with the indication tha t the pipe was captured 
during the recent Laos invasion. Was this piece of pipe actually taken 
during the recent Laos incursion and if not, when and where was it 
captured?

Secretary Laird. The piece of pipe which was displayed in a recent 
Pentagon news conference was used to illustrate the type of fuel pipe that has been installed from North Vietnam through Laos.

During  the recent incursion into Laos the South Vietnamese forces, 
once again, disrupted the fuel pipeline network leading into the Pan­handle from N orth Vietnam.

Mr. P assman. Gentlemen and lady of the committee, if I may make this observation, we have always had a policy of running from 1 to 5 
rath er than to have two sessions. We put  in as many hours, but it 
gives the members time to do their work in their offices. If tha t is 
agreeable with the committee, we shall return tomorrow at 1 o’clock.

General Warren, I guess you will testify then. Thank you, Mr. 
Secretary and Admiral Moorer. You have been very informative as 
usual.

Thursday, March 25, 1971.
Mr. Passman. The committee will come to order.
We have before the committee this afternoon Lt. Gen. Robert H. 

Warren, U.S. Air Force, Depu ty Assistan t Secretary of Defense 
(International Security Affairs) for Milita ry Assistance and Sales.

General Warren, we are very pleased to have you before the 
committee.
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I would assume tha t you have a state men t which you would like to present to the committee, and then we will be privileged to ask you certain questions about the program.
General W arren . Yes, sir.

G en er al Sta te me nt  of  th e D ep ut y Ass ist an t S ec re ta ry  of 
D efe nse  for M ilita ry  Assist an ce  and  Sales

Mr. Chairman and members of the committee: Secretary Laird ’s appearance before this subcommittee yesterday stressed the impor­tance of our Military Assistance Program anti Foreign Military  Sales to our national and security and foreign policy objectives embodied in the Nixon Doctrine.
My remarks will provide details of the fiscal year 1972 military assistance and sales programs and bring you up to date on changes or events during recent months which have impact on these important programs.
This year we are submitting a new legislative package which com­bines the new international  security assistance program in one bill. This was recommended by the Peterson committee which the Presi­dent appointed.
Gran t military assistance, foreign military sales and supporting  economic assistance will be included.
Four congressional presentation documents have been prepared for your use—one on military assistance, one on foreign military sales and one on supporting economic assistance. State or AID officials will justify  the latte r. The fourth,  a summary document, will combine all three programs plus the “Spigot Table” which lists all foreign assistance.
We made a few changes in our congressional presenta tion documents (CPD) for clar ity and brevity.
Excess military items will be shown in te rms of “legal value” (one- third  of acquisition cost). Section 8c of Public Law 91-672 contains reference to the fact tha t excess will be costed at one-third of acquisi­tion value. Since this is in the legislation, we refer to it as “legal value” in the  CPD.
Cambodia has been added since last year’s CPD was presented; materiel for Jordan  was added on the fiscal year 1971 supplemental request.
Commercial sales are summarized in the CPD appendix.
Our total grant aid program for fiscal year 1971 is $750 million in new obligational author ity. This includes the original fiscal year 1971 program of $350 million, plus the fiscal year 1971 Supplemental of $340 million NOA and $60 million transferred from supporting as­sistance. In fiscal year 1972 we are requesting $705 million in NOA. Tota l programs including recoupments and reimbursements were $775 million in fiscal year 1971 and are estimated to be $731.5 in fiscal year 1972.
It  is important to note tha t only 10 country gran t aid programs exceed $5 million—these countries account for approximately 95 per­cent of the total  obligational authority we seek. The remaining $40 million is divided among 36 countries—mostly for training—and non- regional expenses.

60- 208 — 71— pt. 1------ 6
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We hope to apply around $200 million (at legal value) in excess 
materiel to our grant aid program. In fiscal year 1971 a $100 million 
ceiling on excess/long supply was imposed by the Congress. It  would 
be most unfortuna te if a similar ceiling were established for fiscal year 
1972 since we expect the military departments to release large amounts 
of military hardware as excess which could be used against valid re­
quirements. Budget reductions, troop withdrawals, modernization of 
of U.S. forces and other factors will generate these excesses. If we 
cannot apply them against our valid military assistance requirements, 
this equipment  must be sold as scrap—ships and tanks, for example 
are sold by the pound as scrap metal after they are demilitarized.

Normally we screen these excess stocks against worldwide require­
ments of U.S. forces and then against the needs of other U.S. Govern­
ment agencies. Should there be no U.S. requirement, the equipment 
becomes available for sale to countries authorized to buy U.S. military 
materiel.

After these screenings are completed, any remaining items become 
available to our military assistance program. If we can’t or don’t 
use them, most are junked since no private company or individual  is 
authorized to purchase lethal end items. Some, however, such as 
jeeps or trucks can be bought by individuals.

With respect to credit sales, we are asking for $510 million in new 
obligational au thority  to carry out a program tha t, including the face 
value of guaranteed private credit, we expect to tota l $582 million. I 
must emphasize the importance of this request. As foreign economies 
continue to improve throughout the free world, it is the essential 
bridge between grant  aid and complete self-sufficiency.

As countries begin the transi tion from grant aid to sales, they usually 
are unable to make large cash outlays immediately, and usually are 
unable to obtain reasonable financing from other sources.

Three points should be noted about foreign military credit sales: 
First, credit funds are disbursed by  the Departmen t of Defense to its 
suppliers for articles delivered and services rendered; they are not 
transferred to or disbursed by the foreign country. Second, credits 
are repaid with interest in U.S. dollars by the foreign country. Finally, 
since the beginning of this program, we have extended or guaranteed 
credits totaling  just under $2 billion.

One must, of course, look at specific country situations to understand 
our projections of grant aid and foreign military sales levels. But it 
might be useful to note first the regional characteristics of our grant 
and sales proposals.

Worldwide we expect a tota l of about $2.88 billion in military as­
sistance grants  and foreign military cash and credit sales during 
fiscal year 1972. These two programs break down into about 25 
percent  gran t military assistance, 20 percent foreign military credit 
sales, and 55 percent for cash. Regionally, about 26 percent is expected 
to go to the East Asia and Pacific area, 31 percent to the Near East and 
South Asia area, 37 percent to Europe and Canada, 1 percent to 
Africa, and 5 percent to the American Republics.

The Eas t Asia and Pacific area continues to require substantial U.S. 
milita ry assistance—almost 70 percent of our worldwide fiscal year
1972 program. Two countries, Korea and Cambodia, dominate--------
the $501 million in milita ry grants required for the area. The area total
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of $75 million for military  credits is needed for four countries: China,-------- is well along in the transit ion from gran t to sales, and Korea,-------- is making a good sta rt. Malaysia and Singapore are to receive-------- each. Cash sales in the amount of about $170 million are ex­pected for the ar ea -------- . In brief, we expect grant and sales to to talthree-quarters of a billion dollars to the Eas t Asia and Pacific area— approximately 67-percent grant, 10-percent credit sales, and about 23-percent cash.
In Korea, we are implementing the Nixon Doctrine in one important way by reducing our own forces there as we assist the Republic of Korea in building up its own defense capabilities. This will require substantial amounts  of grant  aid funds, but the overall savings to  the U.S. will be great. Meanwhile, Korea is star ting  to purchase a part  of the equipment and supplies it must obtain from the  U.S.; it  would be unreal, however, to expect this transit ion from gran t aid to sales to proceed a t other than a very modest pace if we are to safeguard the U.S. investment already made in Korea’s economic growth and defensive posture.
Timely U.S. assistance initiated last year  to Cambodia forestalled a quick defeat of Cambodian forces when North  Vietnam invaded in force. Through our aid the poorly equipped and inexperienced Cam­bodian force of over 35,000 increased to almost 200,000 volunteers. They tie down substantia l Communis t forces th at otherwise could be deployed to South Vietnam and, in addition , are curtailing the flow of Communist supplies. Much remains to be done, however, and our proposed fiscal year 1972 program is designed to strengthen further the important  contributions Cambodia is making to the achievement of U.S. objectives in Southeast  Asia. This program is one of the high­lights of the Nixon Doctrine in action since we have provided equip­ment and they have provided the manpower.
The Republic of China is an excellent example of how military assistance provides the shield behind which economic development can progress—enabling the recipient to assume more and more of the defense burden. A major gran t aid recipient only a few years ago, China today purchases out of its own resources over 75 percent  of the equipment and supplies i t must  obtain from the U.S. A large p art  of its needs are met through local manufacture and rebuild. Our proposed program is essentially credit and excess material, rounded out by a modest g rant aid program requiring MAP funds.
The relatively modest program proposed for the Philippines is designed to continue assisting tha t country in maintaining internal security and s tability.
For Indonesia we are proposing an expanded grant  aid program for this important country which has demonstrated, since the overthrow of the pro-Cummunist Sukarno regime, a serious intent to put its house in order and embark upon constructive relationships with its neighbors. The economic situat ion in Indonesia precludes any sub­stan tial transition from grant aid to sales a t this time.
We expect a total of about $878 million in grants and sales to the Near E ast and South Asia area during fiscal year 1972. Gran t mi litaryassistance in a total amount o f-------- is required primarily for Turkey,Greece and Jordan. Credit requirements totalling $420 million areforeseen for seven countries in tha t are a-------- . We expect to make$291 million in cash sales to eight coun tries-------- .
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Turkey’s military requirements  and poor financial statu s makes 
relatively large amounts of gran t aid necessary if its armed forces are 
to maintain a reasonable capability to carry out their  NATO mission. 
The amount requested for fiscal year 1972 is -------- .

Jordan continues to face potentially serious challenges from both 
radical Arab States and from internal Palestinian guerrilla forces. The 
maintenance of stabil ity there at the present time as we hopefully 
move into a period of serious Arab/Israeli negotiations, is particularly 
important. Our military  assistance program is intended  as evidence 
both of our political support for King Hussein as well as our belief 
tha t a stable Jordan  will contribute to the achievement of a long-term 
settlement in the  Middle East. The economic disruption resul ting from 
the fighting last September and the reduction in financial support 
received from various Arab States means tha t much of our aid will
have to be provided as grant MAP. We believe-------- is required in
fiscal year 1972.

Greece is at a crossroads in the transition from g rant  aid to sales, 
and the level of their purchases is expected to increase in the next few 
years. Because of U.S. strategic  interests in the southern flank of 
NATO and the fact tha t Greece has only jus t recently reached the 
stage economically where it can afford to purchase military  equip­
ment, Greece will need MAP funds of --------  in fiscal year 1972.
Concurrently, potential  levels of credit activity o f-------- are antic­
ipated for Greece in fiscal year 1971 and fiscal year 1972. These 
funds will be used to purchase major equipment items for force 
modernization. As a complement to both the MAP and sales programs, 
Greece will receive significant amounts of equipment  tha t have 
become excess to U.S. force mobilization requirements .

A cordial relationship with the United States  has been the corner­
stone of Saudi foreign policy for over a generation.

American oil companies earn well over half a billion dollars per year  
from their operations in Saudi Arabia and U.S. forces in Southeast  
Asia obta in a large percentage of their petroleum requirements from 
that country  and the adjacent Persian Gulf State of Bahrain . In 
addition, the U.S. enjoys impo rtan t military overflight privileges and 
U.S. Navy vessels have access to bunkering facilities.

We consider tha t our credit and cash sales programs are im portant 
elements in maintaining sat isfactory political relations with this king­
dom. At the same time, they enhance the positive role of the Saudi 
Arabian government in strengthening overall stabi lity on the Arabian 
peninsula and in the Persian Gulf area.

T he--------  requested for Israel is to ensure t ha t the arms balance
in the Middle East is maintained. As a result of the UAR/Sovie t 
violations of the military standstill agreement of August 1970, the 
President made it very clear tha t the U.S. intended  to ensure tha t 
the arms balance in the Middle Eas t did not tip against Israel; and 
additional aircraft, advanced anti-missile and electronic equipment, 
and ground force materiel was provided to Israel. Accordingly, $500 
million in credit was requested from and approved by the Congress for
fiscal year 1971 to help finance Israel’s greater arms needs. The --------
in credit assistance being requested for fiscal year 1972 is for the 
same basic purpose. It  will also provide Israel with relief from the 
extraordinary economic burdens imposed by its defense requirements.
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The U.S. military grant  assistance program for Iran  currently  consists of training  only. We expect Iran to play a major role in the important Persian Gulf area. It  has made impressive economic strides and assigns great importance to the strengthening of its military forces. Credi t requirements  for the foreign military  sales program to Iran  are being met bv Exlm Bank  financing. We expect cash sales, in part  financed by Exlm, to to ta l-------- in fiscal year 1972.
The existence of a stable, politically moderate regime in Lebanon is im portant to our effort to establish a lasting peace in the area. A modest grant training and credit assistance program is required to equip its army and security forces with the means of maintaining internal security and to give evidence of U.S. political support to the government.
Ijebanon supports  a negotiated solution to the Arab-Israeli conflict and seeks to reduce the disruptive influence of radical elements both from within and without.
Except for Portugal and Spain where the United States  has im­por tant base rights interests, European countries receive no grant  military  equipment. All transactions are on a cash sales basis. We expect such cash sales to total more than $1 billion in fiscal year

1972, about  one-third of tha t amount coming from --------  wheremajor procurements are expected.
Military aid to Spain has been an important par t of the long series of agreements with tha t country  under which military facilities have been made available to the United States. These facilities remain important to Western defense, and aid will continue to be provided under the agreement of August 6, 1970. The aid will include credits from the Expor t-Import Bank and limited amounts of g rant materiel for the Spanish ground forces. Taken as a whole, the aid will facilitate the modernization of all three Spanish services and should lead to still additional sales in  the future.
Grants and sales to Africa are limited in scope—reflecting the U.S. policy of discouraging arms races and the unnecessary diversion of scarce resources away from orderly economic development.
As in previous years, Ethiopia is scheduled to receive the bulk of the gran t materiel aid planned for Africa. The assistance is designed to help Ethiopia improve its internal  security capabi lity particularly

in Eri trea .-------- MAP has also contributed to Ethio pia’s capabili tyto partic ipate  in collective security actions, as demonstrated in the Congo in 1962 and again in 1967.
Inte rnation al security assistance to Latin  American countries is for modest military equipment modernization programs and for internal  security. Our grant aid programs aie small and for training only in fiscal year 1972.
Foreign military sales and gran t assistance, excluding training, have been subject for some time to a $75 million sta tutory  ceiling and numerous other constraints. Other restrictions on sales to Latin  America have caused the larger Latin American countries to look elsewhere for their  force modernization. Since the beginning of fiscal year 1968, to tal armam ent sales by other than  U.S. suppliers to Latin  America tota l over $850 million. A major share of these sales, particu­larly for aircraft, would have accrued to the United States if we had modified our restrictive  policies at an earlier date.
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In conclusion, I would like to review briefly some of the principal 
things we have accomplished.

In 1962, 52 countries were receiving materiel as grant aid under 
this program; in 1970, tha t number had been reduced to 20 and, for 
fiscal year 1972, we are proposing only 13.

Of all countries receiving grant  aid materiel assistance since the 
beginning of the program in 1950, 28 are now out of the program and 
another 33 are receiving only training.

During the period fiscal year 1950-67, nine NATO countries of 
Western Europe received more than  $12.3 billion in grant aid. These 
countries today  are entirely self-sufficient and, since fiscal year 1964, 
have purchased $5.8 billion in defense articles and services from the 
United States.

These facts give substance to our accomplishments. But there are 
no numbers tha t can measure the extent to which these programs 
have brought the sense and reality of collective security to the free 
world and thus to the United States.

Mr. Chairman and members of the committee, that  concludes my 
statement. I am ready for your questions.

Mr. Passman. Thank you very much, General Warren, for your 
very comprehensive stat ement.

We will now ask some questions.
COM PA RIS ON OF FIS C A L  Y EA R  197 2 MAP TO  FIS C A L  Y E A R  1971

General Warren, the fiscal year 1972 estimate for military assistance 
worldwide is $705 million; is tha t correct?

General Warren. That is correct, sir.
Mr. P assman. T ha t is $15 million above the  appropriation for fiscal 

1971?
General Warren. Yes, sir.
Mr. Passman. As we would compare this figure against the total 

provided for fiscal 1971, would it exceed or would it be below?
General Warren. Sir, our fiscal 1971 program was $690 million of 

new obligational author ity, to which we added $60 million which the 
State Department provided to the MAP program on the basis it was 
to be paid back, and was in the supplemental. So, the grand total , 
including the State  Depar tment  $60 million, in fiscal 1971 was $750 
million.

Mr. Passman. So, in reality,  your fiscal 1972 estimate, then, would 
be $45 million below the  1971 appropriation.

General Warren. That is correct, sir.
O T H E R  M IL IT A R Y  A SSIS T A N C E  FU N D S

Mr. Passman. General Warren, you were present yesterday when 
the committee discussed with the Secretary of Defense th at  the $705 
million is not the total  military picture as requested in the budget 
submitted in January, because funds for Vietnam, Laos, Thailand, 
NATO infrastructure, Support  of Free World Forces in Vietnam, and 
Internationa l Military Headquarters are included in the regular 
Defense Department appropriation request, which is no longer carried 
in this  bill. Is tha t correct?

General Warren. Th at is correct; yes, sir.
Mr. Passman. If I recall, when these items were actually carried in 

this bill, the annual request was in the neighborhood of $2 billion.
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General Warren. Tha t is right.
Mr. Passman. I wish you would insert in the record at this point, 

the amount in the Defense budget for the countries and the items 
tha t we just  read into the record, so we may have something to 
compare the grand total for fiscal 1972 or against the program several 
years ago.

General Warren. Yes, sir; I have it here.
(The information follows:)

Mili tary assistance— Defense budget, fiscal year 1972 
[In millions of dollars]

Sup por t of o ther n ations________________________________________  2, 230. 8

Vietnam __________________________________________________  1, 783. 9
Korea (in V iet nam) .______ _________________________________  _____
Th ail and__________________________________________________  _____
Laos__________________ _____ _____________________________  _____

Other programs________________________________________________  92. 3

Intern ationa l Mil itary He adquart ers __ _______________________  72. 3
NATO inf ras tru ctu re_______________________________________  20. 0

To ta l..................... ......... ..................................... ..................... ...........  2, 323. 1

IN C R E A SE D  R E Q U IR E M E N T S  FO R  MAP

Mr. Passman. I believe you indicated you wanted to insert some 
information in the record to show tha t the situation is more intense 
worldwide today than several years ago, and tha t would justify  any 
increase you may have now over previous years.

General Warren. That is correct.
There is increasing concern that in the Mediterranean area and also 

in the Far  Eas t war area, we are facing a greater and greater threat 
than we did a year or two ago. The increased Soviet naval activi ty 
in the Mediter ranean is somewhat alarming. The Soviet Navy is also 
operating around Cuba these days.

Of course, in the F ar Eas t there is concern over Cambodia  and Laos 
and the massive invasion of Cambodia by North  Vietnam. The North 
Vietnamese troops and Vietcong went from about  35,000—mostly 
supply handlers and administrative types—to 50,000, an increase of 
15,000, many of whom were combat troops.

There are othe r problems, but those are illustrative, Mr. Chairman.
M IL IT A R Y  A SSIS T A N C E  IN  T H E  FA R  EA ST

Mr. Passman. Of course, we have a military assistance program in 
several of the Far Eastern  nations.  I  guess the two in which we possibly 
have the biggest investment would be South Korea and the Republic 
of China.

General Warren. Sir, the  largest ones th er e-------- .
Mr. Passman. To keep the record straight, I believe the Secretary 

of Defense referred to China a s -------- yesterday.
General Warren. He did, sir. T ha t was a rounded figure.
Mr. Passman. Do we want to stick with the figure tha t was given 

yeste rda y,-------- .
General Warren. Yes, sir; as a rounded figure. The exact figure 

i s -------- as indicated in the CPD.
Mr. Passman. Thank you.
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UNDI SB URS ED  FU ND S FO R EA ST  ASI A-P ACIF IC  CO UNT RI ES

General Warren, would you place in the record at this point, if it  
is not classified, the amount tha t is in the pipeline for each one of the 
recipient nations under the military  assistance program in the Far 
East? By tha t we mean the funds tha t you had previously obligated 
but  you are waiting for deliveries to be made, the amount of obligated 
but undisbursed funds. You may furnish tha t to the committee in the 
form that you furnished it to the committee at the close of the last 
fiscal year , or you may wish possibly to give us an estimate  as of the 
close of fiscal 1971, whichever is easier. L et it be as complete as you 
can make it.

General Warren. Mr. Chairman, may I submit it as of June 30, 
1970, which is the lates t that we have.

Mr. Passman. That would be wonderful.
(The information follows:)

Mi litary assistance program 
[In  thousands of dollars]

Available
fo r

de liv ery/C ou nt ry : exp en di tu re 1

Ca mbo dia____________________________________________________  189, 104
Ch ina_________________________________________________________  57, 226
Indo ne sia _____________________________________________________  24, 989
Korea___________      390 ,227
Malay sia_____________________________________________________  224
Ph ilipp ine s____ ______   43,794
Regional  costs ________________________________________________  148

To ta l, Eas t Asia____________________________________________ ________
1 Includes undelivered balance on Jun e 30, 1970, and the  fiscal year 1971 program (includ ing supp lementa l).

Mr. Passman. What  is in the pipeline and undisbursed to Korea?
General Warren. Approximately $104 million, sir. These are un­

delivered items tha t are programed and paid for, including excess items.
Mr. Passman. If I recall correctly, last year the regula r appropria­

tion for Korea was approximately $141 million. We gave them in a 
supplemental of $150 million, bringing the grand total up to about 
$291 million. You mean the funds have been disbursed that rapidly?

General Warren. No, sir. This figure includes only those funds 
tha t were actual ly disbursed for specific projects. The supplemental 
moneys for Korea are not  all obligated at this time.

Mr. Passman. I believe I s tated it this way: Lndisbursed funds to 
the credit of these nations , because you carry them in a reserve status , 
and as such this committee recognizes those items as being obligated. 
Has that  not been the policy in the past?

General Warren. Yes, sir.
Mr. Passman. That is what we want, the undisbursed funds to the 

credit of these nations, whether it is obligated or unobligated, so we 
may get the grand total of undisbursed funds in the pipeline. Is it clear now?

General Warren. Yes, sir; I understand. I do not have the figures here.
Mr. Passman. Put  them in the record, if you wish.
I believe the estimate for Korea, for undelivered, would be $268 million.
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General Warren. Sir, if we add the 1971 program as you did—the figures I used were exclusive of that program—if they are added, our grand total, including the 1971 original MAP and the supplementa l, is about $390 million available for delivery or on order for Korea.
Mr. Passman. Let us use tha t figure, if we may.
General Warren. Yes, sir.

BA LA NC E AV AILA BL E FO R DELIV ER Y /E X PEN D IT U RE

Mr. Passman. If we get too many figures, it will not be clear. We will use tha t figure. What  we want is the total amount tha t will be in the pipeline as of June 30, 1971, or December 31, and tha t will coyer Cambodia, China, Indonesia, Korea, and the Philippines. I think if we put  the figures carried on page 19, which is confidential, tha t would be good enough. Th at which is in the shaded area is classified. You can use the figures in column 3 reading from the left.General Warren. Yes, sir.
Mr. Passman. Th at would be sufficient.
(The information follows:)

MILITARY ASSISTANCE PROGRAM AVAILABLE FOR DELIVERY/EXPENDITURE 

[In thousands of dolla rs)

Country
June 30, 1970, 

unde livered 
balance

Fiscal year 
1971 

program Tota l

Cambodia.............................................................. . . . . . ................................. . .
China...........................................................................................
Indonesia........................................................................
Korea....................................... . .....................................................
Philippines....................................................................

4,104
37, 209
6,993

99, 425 
26, 798

185, 000 
20, 017
17.996 

290, 802
16.996

189,104
57, 226 
24,989 

390, 227 
43, 794

VA LU E OF EX CE SS  EQUIP M ENT AV AILA BL E

Mr. Passman. Will you give us the same information on excess equipment?
General Warren. Yes, sir.
Mr. Passman. And the acquisition cost, as well as the legal cost, for each one of those nations.
General Warren. Yes, sir.
(The information follows:)

MAP-EXCESS DEFENSE ARTICLES 

[In thousands]

Ava ilab le for 
del ivery/exp enditu re 1

Acqu isition Legal
cost value

Country:
Cambodia................................................................................................................................. $18,605 $6,202China........................................................................................................................................  150,937 50,311Indonesia.................................................................................................................................  4,039 1,346Korea.....................................................................................      59,920 19,973Philipp ines............................................................................................................................... 7,704 2,569

To ta l.....................................................................................................................................  241,205 80,401

1 Includes undelivered balance on June 30,1970 and fiscal year  1971 program.
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T Y PE  AN D R E C IP IE N T S  OF E X C E SS E Q U IP M E N T

Mr. P assman. I t is my unders tanding tha t presently you have excess 
military material in South Vietnam, and that is being t ransferred out 
to this list of nations. W hat kind of equipment is it tha t is being moved 
out of South Vietnam now as excess equipment  to the United States  
and being made available to our allies?

General Warren. Sir, I have some examples here and, if you wish, 
some handouts.

First, may I clarify the source of these equipments. They are not 
necessarily from Southeas t Asia, sir. A lot of them are from our own 
U.S. units that  are deactiva ted or withdrawing from Korea, for 
example.

Mr. Passman. When I used th at term, I meant that the equipment 
is in tha t area.

All we want to know is the type of equipment that is being moved 
out. Naturally, most of it would be from our own Defense Dep art­
ment. We want the type of equipment and the nations that you are 
moving it into.

General Warren. Very well, sir.
I have a list of sample items tha t we delivered last year, which 

include aircra ft and 102 tanks. I will pu t th at in the record, sir.
(The information follows:)

EXCESS DEFENSE ARTICLES

[Following are examples of ma jor items al located dur ing  f iscal year  1971; values are acqu isition costs]

[Dollars in millions)

Quantity  and item
Acquisi tion

cost Country

1 TF-102A aircraf t.............- ..........................................................................................................
2 F-100F ai rcra ft ...........................................................................................................................
4 TF-102A ai rc ra ft .........................................................................................................................
2 F-100D ai rc ra ft ...........................................................................................................................
18 C-47 ai rcra ft ............................................................................ - ...............................................
3 S-2D ASW ai rcra ft..................... ................................................................................................
102 M-48 tanks................................................................................................. ...........................
326 M-48 tanks ............... . ........... . ......... ....................................................................................
70 AA guns, 40mm................................................... ....................................................................
3 tugboa ts................... . . . ..............................................................................................................
68,644 carbines, .30 caliber.............................................................- .......................................
1,500 Bull  Pup miss ile components............................................... - ...........................................
7,121 machineguns, .30 ca liber..... ................. .............................................- .............................
22,000 r if le s...........................................................................................................- .......................
858 trucks and tra ile rs ...................................................................................................................
3,258 trucks  and tra ile rs ...............................................................................................................
2,349 trucks  and t ra ile rs ...............................................................................................................
1,494 trucks and t ra ile rs ...............................................................................................................

1.6
5.9
1.4
1.7
3.2  

11.2
35.1
3.4
1.3
5.3
3.1
1.8
2.2 
6.8

18.2 
16.2

E X C E SS A V A IL A B LE  A BO V E L E G IS L A T IV E  C E IL IN G

General Warren. I also have a list, for the information of the com­
mittee, of the type of equipment which has been offered to us for 
distribut ion which we cannot  dis tribute right now because of the $100 
million legal ceiling on excess in fiscal 1971.

Just to illustrate our problem, this partia l list tha t I prepared for 
the committee includes, among other things, 699 tanks, 97 supersonic 
aircraft, 744 light  aircraft, 500 t rucks. If we did not have the ceiling, 
we could distribute  today an additional $217 million acquisition cost 
of long supply or excess materiel, and with 3 months to go in this
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fiscal year, I would estimate  we will pick up another $250 million worth 
of excess at acquisition cost.

Mr. Passman. Making a grand total of what?
General Warren. The grand total  would be somewhere around 

$460 million worth of equipments, acquisition cost, tha t we cannot 
deliver the rest of this fiscal year because of the ceiling, the $100 mil­
lion.

We have asked the services to try to hang onto this, but  the ir yards 
and depots are ge tting so crowded, if they do not get some relief they 
will have to junk this stuff.

Mr. Passman. The facts are, this is excess to our needs?
General Warren. Yes, sir.
Mr. Passman. And it cannot be disposed of in any civilian economy, 

either in our country or any of the  military assistance nations?
General Warren. It  cannot, with the exception of some nonlethal 

items, like trucks or jeeps. They can be sold to the individual countries.
Mr. Passman. I am ta lking about military. You are prohibited from 

selling it to civilians?
General Warren. That is correct, sir.
Mr. Passman. When it becomes excess, it means just  tha t, that it 

is excess and it  is no longer usable by our own Mili tary Establishment?
General Warren. Yes, sir; and no longer desired by any agency in 

the Government , because we screen it worldwide against all Govern­
ment requirements.

U N D E R -U T IL IZ A T IO N  OF E X C E SS E Q U IP M E N T

Mr. Passman. Then unless it is made available to  the  military assist­
ance nations, it simply means it would have to be junked and you 
would take whatever salvage value is offered?

General Warren. Th at is correct.
Mr. Passman. In many instances, inasmuch as you have a military 

assistance program approved for these countries and if we make ths 
appropriation, you would have to provide new military hardware in 
place of the excess? Is tha t a statement of fact?

General Warren. Tha t is correct, sir.
May  I add one point  tha t came up yesterday briefly?
Mr. Passman. Yes.
General Warren. In Batt le Creek, Mich., the Defense Supply 

Agency keeps its computer  where they record all of the surplus equip­
ment all over the world. The equipment  is not  solely military. 
We screened our requirements against their computer  last  year and 
took out everything  we could use. About 95 percent of tha t excess 
materia l which you may have read abou t in the paper—around $16 
billion worth at acquisition cost—we do not want  and will not use, 
because we will never use any item of excess unless it fits into our 
actual requirements for a specific coun try.

Mr. Passman. This causes me great  concern, because I recognize in 
many instances, under this limita tion, you will be buying new equip­
ment to deliver to the military assistance countries, whereas you have 
excess equipment tha t you will have to junk because of the limitation 
placed upon you by the Congress.
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General Warren. Th at is correct, sir.
Mr. Passman. It  would, of course, mean tha t in all probabil ity, 

unless this limitation is raised, you will have to have a supplemental.
General Warren. Sir, we need legislation in 1972, which is now 

drafted for submission, to lift those restrictions.
Mr. Passman. I know that . I want  the record to be absolutely 

accurate. I do not want it any other way. I  do not want i t exaggerated 
against you or in favor of the military.

I think I understand the situation quite well, and it causes me a 
lot of concern when I realize tha t if we do n ot permit you to utilize 
this excess equipment, then you will have to junk it and you will go 
out and procure new equipment  for these nations, when the excess 
equipment would have served the same purpose. Is tha t correct?

General Warren. That is basically correct, sir.
V A LU A TIO N  O F E X C E SS E Q U IP M E N T

Mr. Hathaway. I did not get the answer as to what the valuation  
is and how you determine the valuation.

General Warren. The law specified this past  year tha t the value 
would be computed at one-third of the acquisition cost.

Mr. Hathaway. Regardless of how old i t is?
General Warren. That is right. That is a pre tty  accurate average 

of the value because we ra n some surveys in several areas on selected 
items, and it came o ut that about one-third is a reasonable guess as 
to its marke t value. We call i t legal value, since it  is now in the law. 

E FF E C T S  O F L E G IS L A T IV E  C E IL IN G  ON  E X C E SS E Q U IP M E N T

Mr. Hathaway. Wha t is the reason for the $100 million ceiling?
General Warren. 1 do not know a sound reason for it. It  is a very 

damaging ceiling. One reason is probably because there is a lot of 
misunderstanding in the Congress regarding the excess program. Over 
2 years ago when our grant aid funds were c ut down, we started an 
all-out drive to use every bit of excess materiel we could find tha t 
met validated requirements. As a result of that effort it took us a 
year to get our requirements on computers so we could compare our 
requirements with the computer record of the available stock.

Our program, when we got it going, was extremely effective, which 
resulted in deliveries of over $425 million, acquisition value, of equip­
ment in fiscal year 1970.

Many Members of the Congress were very concerned tha t we were 
doing something improper. This was not the case. We finally had 
gotten our program going. And, as a result of t hat , and not under­
standing  it, possibly, the $100 million ceiling was put on for this fiscal 
year.

I do not  know if you were here, sir, when I  mentioned to the chair­
man that I have some samples of things  tha t are available tha t we 
cannot deliver because of the ceiling. These items total  $217 million 
in acquisition value, including 699 tanks, 97 supersonic aircraft, 30 
105-millimeter howitzers, 589 trucks, and so on. They are just sitting 
in the disposal yards.

If we cannot  move them, they are going to junk them.
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Mr. Passman. Which would bring about 1 percent, I believe i t was testified to, of its acquisition value.
General Warren. Something like 6 cents per pound on a ship hull or a cut-in-half tank, or something like that.
Mr. Hathaway. Have we any control over the excess? I f we took the ceiling off, could you send the whole $400 million worth to China  for example?
Mr. Passman. I feel tha t I should interjec t, because I think  I unders tand the question. The Defense Department have always indicated in advance jus t how much excess each nation can get. They come to all the committees and they tell the committee, “Here is what we propose to transfer to China and Korea .” We always know in advance the amount of equipment to be programed for each country.I think this year  it  i s -------- to China. They do no t have an across-the-board right. This committee and all o ther committees would cu t you apart.
Mr. Hathaway. It  is in the appropriation bill itself?
Mr. P assman. The  amounts are contained in the justifications which are reviewed by this committee.
Mr. Roybal. What happens in the event this equipment becomes junk? Does anyone have any control as to where it will eventual ly end up?
General Warren. If i t is junked, sir, it goes into recognized disposal yards all over the world. There are about 50 or 60 of them. Anybody can buy it. In some cases they will have bids, in other cases there it is, if you w ant to buy it.
Mr. Passman. After it is junked , it cannot  be used as military  equipment. It  is real ly junk as such.
General Warren. Yes, sir.
May I comment on the point of control, because I think this is important.

CON TRO LS ON  U SE  O F E X C E SS E Q U IP M E N T

As a result of the  l ast year ’s ra the r successful program which have 
have already mentioned—where we delivered more than  $425 million when we thought at best we could achieve no more than  $200 million acquisition value—we established a plan this year and are asking the Congress to approve a reasonable ceiling. We have provided our esti­mates of country ceilings tha t we would try  to abide by through the year on the deliveries of excess.

We feel there should be some flexibility with  the ceilings, that they should not be firm or set in law, because we do not know what we are going to get and each country is different.
First, we were going to establish a worldwide ceiling of $200 million legal value; secondly, country target ceilings tha t we hope we could have flexibility with; and, thirdly , repo rt to Congress four times each year on all the details of our long supply and excess program as it proceeds, or report immediately if we have major excess deliveries that differ from that previously reported so the Congress is fully informed.
I think this would solve some of the concern tha t the program is out of hand, because it is not.
One other point. We have a Defense Control  Group now that we did not have 2 years ago. It  is managed and chaired by my office
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with membership participation by State , Joint Chiefs of Staff, anti 
several o ther offices wi thin Defense. They are the ones tha t allocate 
these excess major items. So, it is not haphazard. It is carefully 
controlled and each allocation must be approved within the Office of 
the Secretary of Defense.

Mr. P assman. Is it  true , General Warren, tha t unless this situation  
is corrected, it is a long step toward dest roying the military  assistance 
program to our Allies?

General Warren. This is correct.

A V A IL A B IL IT Y  OF A D D IT IO N A L  E X C E SS  E Q U IP M E N T

One o ther thing. This next year, Mr. Chairman, as you know, as 
we withdraw more and more troops from South Vietnam we are 
going to have more excess equipments that  are in good shape be­
coming available than we ever had before. If we cannot use this 
equipment,  we will lose hundreds of millions of dollars of value 
because of this.

N E E D  FO R  A D D IT IO N A L  E Q U IP M E N T

Mr. Passman. Are we no t committed under the Nixon doctrine to 
modernize the military  forces of these nations  so as to bring our 
men home? Last year you had a regular appropriation for Korea of 
approximately $141 million, plus a supplemental of $150 million, 
which totals about $291 million for Korea. The supplemental was 
based on the fact that we were going to bring out 20,000 troops, and 
we felt we should sta rt modernizing the forces to protect our large 
investment we have in tha t country.

Under the present legislation, when you put  all the pieces together, 
it simply means if you have an urgent need for military hardware or 
equipment, we will say, for country B, you may have in (ha t country 
excess equipment tha t would meet tha t need, but  if you cannot  
utilize this excess equipment on account of the limitation,  then you 
have to take it out of your regular appropriat ion.

If tha t was inadequate, I believe you could use section 506 to 
borrow up to $300 million from the Defense Departmen t, is tha t 
correct?

General Warren. Yes, sir. The latt er you mentioned is the Presi­
den t’s drawdown auth ority  from Defense stocks, yes, sir.

(Off the record.)

S U P E R S O N IC  A IR C R A FT  PR O V ID E D  TO  O T H E R  C O U N T R IE S

Mr. Shriver. This noon, before I came into the committee room, 
I was ta lking to a member of the Appropria tions Committee who was 
interested in finding out from the Pentagon  last week, prior to the 
discussion on the floor of the supersonic transport, how many super­
sonic planes have been sold to o ther countries.

General Warren. War planes, sir?
Mr. Shriver. Yes.
General Warren. I cannot give an accurate  figure. 1 will put it in 

the record. In the last, let us say, 5 years, 1 would guess around 700 
to 900 jet  fighter-type aircraft. This is a guess, if I may correct that .

(The information. follows:)
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Sal es  of  Supe rs oni c Air cr af t

Since the early 1960’s the U.S. Government has sold approximately 1,100 
supersonic tactical aircraft.

Mr. Shriver. How many have we given or sold to Taiwan?
General Warren. In the case of Taiwan, I have their exact inven­

tory here.
Mr. Shriver. I want to report  to this member of the committee. 

He is entitled to know. I do not  know why he could not get the infor­
mation when he wanted it. He needed it in connection with the 
debate. You would think this was something new.

General Warren. In the case of Taiwan, I have it here roughly.
There are approximately --------  F-104s, which is a Mach 2, twice
the speed of sound, aircraft.

There ar e-------- RF-101 and ab ou t--------- F-100. All of them are
supersonic, although the last one is pretty  old.

So, Taiwan has, I  guess, a to tal of more than-------- aircraft in her
inventory.

Mr. Shriver. How about Korea?
General Warren. Korea has approximately --------- total aircraft,

of which rough ly-------- are F -86 types of Korean war vintage which
are growing obsolete. The more modern aircraft that Korea has are 
--------  F-4  Phantoms and --------  F-5s, the latt er being the light­
weight, short-legged Northrop fighter. It  is a good airplane.

Mr. Shriver. How about Turkey?
General Warren. Turkey has a rathe r large air force. Turkey  has

--------  F-104s, the Mach 2 aircraft I mentioned. She has --------
F-102s, which is an all-weather interceptor. She has -------- squadrons
of F-lOOs. She h as----- .

Mr. Shriver. What is a squadron?
General Warren. I t is usually 18, sir. I have it accurately here.
Turkey has approximately  --------  aircraft of the fighter-bomber

types or interceptors, sir.
Mr. Shriver. How many of those would be supersonic?
General Warren. All of that group except --------  F-84s  are

supersonic.
Supersonic really does not mean an awful lot, Mr. Shriver. The 

F-100 will go supersonic only at certain altitudes. It is an old airplane. 
It is a good airplane.

Mr. Passman. Does it  still fall into the supersonic category?
General Warren. Yes, sir. I t will do about mach 1.23, at  a ltitude. 

It  is a good fighter-bomber.
Mr. Shriver. I wonder why they would not release that  informa­

tion.
General Warren. Sir, who was asking for the information?
Mr. Shriver. A member of the Appropriations  Committee.
Mr. Knaur. Whom did he ask?
General Warren. There is no problem. It  is classified because it 

gives their order of battle, but it is certainly  available to anybody here 
who would like to have i t, in detail. I have the inventories of most of 
the MAP countries.

Mr. Shriver. It  was to be used just roughly, as a figure, in debate.
Mr. Passman. If it is classified by nation, would you mind giving 

us the total number of planes in these nations tha t would be con-
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sidered supersonic? Let us get the grand total. I think tha t would 
have served his purpose, would it not?

Mr. Shriver. I am no t particularly interested in this if i t is calssi- 
fied, if we cannot  show i t in the record.

General Warren. Sir, I can give you figures which are approximate 
or I think are worded so that, if we do not  break it down by exact 
type, you could use in an unclassified way.

What  I have here is strictly from the intelligence sources. It  is the 
latest, and i t is classified.

Mr. Shriver. One rath er interesting  comment tha t was made to 
him was, “I can’t tell you, but you can look in a certain issue of 
Aviation Week and get tha t in formtion.”

General Warren. Sir, I cannot vouch for the accuracy of materia l 
printed  in magazines. Many of the articles iu aviation journals  are 
very good.

Mr. Shriver. Thank you, General.
Mr. Passman. I do not know if the gentleman requested this or 

not. Would you place in the record the total  number of aircraft tha t 
we made available to all military assistance nations  tha t could be 
classed supersonic.

(The information follows:)
Sup er so ni c A ir cr af t F urni sh ed  U nd er  M il it ar y  Ass ista nc e

The following table lists the number of supersonic aircraft furnished to foreign 
countries as Gran t Aid under the military assistance program from incepition 
(fiscal year 1950) through September 30, 1970:

No. ofCountry : Airc raft
Belgium________________ 25
Denmark _______________ 87
France_________________ 80
Ital y__________________  50
Netherlands____________  25
Norway________________  82
Spain__________________  20
Greece_________________  130
Ira n___________________  92
Pakistan_______________  13

No. ofCountry: Airc raft
Turkey________________  300
Eth iop a________________  12
Morocco_______________  9
China_________________  332
Korea_________________  102
Philippines_____________  22
Thai land_______________  15
Vietnam___ ____________  37

Total................ . ........... 1,433

T R A N S F E R  O F E X C E SS F -1 0 4  A IR C R A FT

Mr. Passman. Incidentally, those F-104s that  you mentioned were 
in the excess stock, were they  not?

General Warren. Yes, sir. Those tha t the Air Force released from 
its last  squadron last year.

Mr. Passman. They were excess. They either allocated them to 
nations tha t could use them or else they would be junked. Is tha t 
correct?

General Warren. In the case of the F-104 squadron last year, it 
is not  quite correct, because if we had not been giving Ch ina-----

Mr. Passman. I am not talking about China. I am talking about 
any nation you transferred  F-104s to, you did so only after they 
became excess to our military use.

General Warren. This is true, except in this case the F-104 
squadron would have gone into the Air National Guard. This is a 
decision made by the Pentagon.
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Mr. Passman. How many would th at have been?
General Warren. I think there we re-------- aircraft.
Mr. Passman. Out of how many in grand total excess?
General Warren. Sir, we did not have any others. Those are the 

only F-104s tha t became excess last year. It  cleaned out  the Air Force 
inventory of th at plane.

Mr. Passman. Those you transferred to the Republic of China were what kind?
General Warren. These were the F-104, sir. The squadron for 

China you speak of replaced the last F-86 tactical  fighter squadron in 
the Republic of China. We wanted to replace the F-86s because, as I 
indicated, they are becoming obsolete and hard to support. Tha t 
squadron will help us complete our program for getting rid of the F-86s.

Mr. Passman. But  they were excess?
General Warren. Yes, sir.
Mr. Passman. In this one instance, you would ei ther transfer them 

to one of our allies, military assistance nations, or eventually  they 
would have had to be junked?

General Warren. Yes, sir, a lthough there is one exception.
Mr. Passman. I am talking about  the F-86, not the F-104s.
General Warren. That is correct.
(Off the record.)

R E A P P R O P R IA T IO N S, R E C O U PM E N T S, AND R E IM B U R SE M E N T S

Mr. Passman. I shall move with a l ittle speed. We disposed of the 
5-minute rule on the military assistance program yesterday with the 
understanding tha t each member would consume all the time needed 
for his questions, and then go around the table. Whether we are here 
2 weeks or 3 weeks, we will operate on th at basis. I will ask some very brief questions.

General Warren, as I read the record, you have $4 million in the 
request for reappropriation for fiscal 1972.

General Warren. Yes, sir.
Mr. Passman. How does tha t compare to the previous 3 years?
General Warren. Sir, i t was $3.7 million last year, and $5 million 

the year befoie.
Mr. Passman. So far as the recoupments are concerned, in fiscal 

1972 you will have available $18,500,000?
General Warren. Wo hope so. T hat is an estimate.
Mr. Passman. H ow does that compare with last year?
General Warren. Last  year we estimated the fiscal year 1971 

recoupments would be $31 million; however, when it  became evident 
tha t wo could not meet tha t estimate, the level was revised downward 
to $17.3 million, and in 1970 they were $31.4 million. Our recoupments 
dropped off, not only because we have expedited deliveries, but  be­
cause programs for the  past 3 years have been much smaller.

Mr. Passman. In other words, it has been cut down very sub­
stantia lly and is holding about level for the past  3 years.

General Warren. Yes, sir.
Mr. Passman. You get down to a question of $4 million reappro­

priated funds, tha t is about as low as you can get it.

60 -2 08 — 71— pt.  1------7
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General Warren. Yes, sir. We count on the $4 million being re- 
appropriated in our program which we have presented to you.

Mr. Passman. I understand tha t perfectly. If you had a place to 
obligate it, why didn’t you obligate it?

General Warren. We have no assurance tha t it is $4 million. It  
is our estimate based on the previous year’s activities. Because of the 
paperwork on all of these projects, it takes several weeks after the 
end of the fiscal year before we know what we actually still have left.

Mr. Passman/  But  you could have obligated the $4 million had you 
had a need for it?

General Warren. Yes, sir. We would be risking going over, of 
course.

Mr. Passman. You mean you have to play for some margin there, 
for fear of going over?

General Warren. This is partially  true. At the end of each fiscal 
year we have all of the  available funds obligated. It  is not until after 
the fiscal year closes tha t some funds are deobligated.

Mr. Passman. Would you update  the table which appears on page 
404 of last year’s hearings which related to the budget estimates, 
appropriations, and unob ligated balances?

(The table follows:)
BUDGET ESTIMA TE S, APPR OP RIAT IONS , AN D UN OB LIG ATED  BAL ANCES 

[In  m ill ions ]

Fisca l ye ar :
19 50. . . .....................
1951...........................
1952......................... .
1953 ...........................
1954 ..........................
1955 .......................... .
1956 ....................
1957 ...........................
1958 ...........................
195 9. . ......................
1960____ ________
19 61 ..  . . . . . . .
19 62. . . ................
1963 ......... .................
1964 ____________
1965 ....................
1966 . ................. ..
1966 su pp lemen ta l
1967 ______ ______
1968 ______ _____ _
1968 su pp lemen ta l
1969 ........... ...............
1970 .................. ..
1971 ....................
1971 su pp lemen ta l 
1971 transfe r...........

Un ob ligated  
ba lances  

co nt inued 
av ai lable in

Bu dg et
es tim ate App ro pr ia tio n

su bseque nt
years

$1,3 14.0 $1, 314 .0 $2 13 .2
5,17 8.  0 5. 222. 5 75 9.7
5,9 97.7 5. 744. 0 436.  1
4, 59 8.4 4. 2 19 .8 1.9 05.9
3 ,6 48 .6 3, 230. 0 2 ,4 22 .5
1,5 80.0 1,192 .7 33.9
1,4 42.2 1, 022. 2 19 5.5
3, 000. 0 2, 017 .5 53 8.8
1 ,6 00.0 1,3 40.0 21. 5
1, 800. 0 1,5 15. 0 52. 1
1,6 00.0 1.3 00.0 50. 9
2, 000. 0 1,8 00.0 58. 1
1, 885. 0 1,6 00. 0 64. 2
1, 500. 2 1,3 25.0 25. 8
1 ,4 05.0 1,0 00.0 4 .4
1,0 55.0 1,0 55.0 22. 2
1,1 70.0 1,1 70. 0 11.1

37 5. 0 375.0  . .
91 7.0 79 2.0 11 .9
59 6.0 40 0.0 5 .0

100.0 . .
42 0.0 37 5.0 5.1
42 5.0 350.3 3 .7
35 0. 0 35 0. 0 

34 0.0  ..
4 .0

60.0  ..

* To liq u id ate  sec. 510 auth ori ty  u til ized in  fisc al ye ar 1965 ($75 ,000 ,00 0) and fisca l ye ar  1966 ($ 30 0,00 0,00 0) .

E ST IM A T ED  V E R SU S A CTUAL D E O B L IG A T IO N S

Mr. Passman. Also update the table which appeared on page 405 
of l ast year ’s hearings concerning the original estimate of deobliga­
tions and the actual, by year.
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General Warren. Yes, sir.
(The table follows:)

RECOUPMENTS. ORIGINAL ESTIMATE VERSUS ACTUAL, FISCAL YEARS 1961-70 

[In mil lions of dolla rs]

Fiscal year
Orig inal

estimate Actual

1961 ................................................................................................................................................... 155.8 120.6
1962 ..........................................................................................................................................................  317.7  240.7
1963 ..................................................................................................................................................  204.6  250 .0
1964 ..................................................................................................................................................  125.0  124.8
1965 ...................................................................................................................     135.0  139.6
1966 ................................................................. ................................................................................. 78 .0 1 140.5
1967 ................................................................. .......................................................................... .. 100.0 2 151.2
1968 ...........................................................................................................................................    65 .0  83.6
1969 .................................................................................................................................   62 .0  68.5
1970 .........................................................................................    47.9 31.4

Tota l. ................................................................................c ................., .............................  1,2 91 .0 1,350.9
1971...................................................................................................... ..................... . ...................  31.0 (3)

1 Increase of $62,500,000 in fiscal year  1966 recoupments over orig ina l estimate main ly due to (a)  cance llation  of items
programed for  India and Pakistan ($32,100,000) and European phaseout coun tries ($8,400,000) ; (b ) correc tion of duplicate  
funding in prior years for $14,300,000 of mate riel which was furn ished to recip ients  from  MAP-owned assets; (c ) retu rn 
(^5  400 OOojhe c o m m u n c a t 'o n  equ ipment in tia lly  procured for  Indonesia and in a suspended shipment status

2 Increase of $51,200,000 in fiscal year 1967 recoupments over original estimate mian ly due to ( a)  drawdown from pr ior  
year undelivered balances for  India  and Pakistan ($43,000,000);  (b ) in tens ified  review and screening of p rio r year programs 
to purge all possible recoupments ($8,200,000).

3 Actua l not yet avai lable .

A M OUNT OF NOA TO  B E  S P E N T  IN  FIS C A L  Y EA R 197 2 AN D F U T U R E

Mr. Passman. Would you please estimate how much of your re­
quest for NOA for fiscal 1972 will actually be disbursed in fiscal 1972, 
and how much will be spent in future  years, if the Congress should 
approve your request?

General Warren. Yes, sir.
Mr. Passman. In other words, in simple terms, what we are asking 

for is a lead time estimate.
Geneial Warren. We estimate  we will spend $345 million in fiscal 

1972, and-----
Mr. Passman. You may put  tha t in the record, because we have 

to move along. We have  many fine Members  to ask questions.
(The information follows:)

F iscal Year 1972 NOA Spent  in F iscal Year 1972 
(In millions)

Fiscal year  1972 NOA spent in fiscal year 1972______________________  S345. 6
Fiscal year  1972 NOA spent in subs equent yea rs____________________  359. 4

NOA____________ _________ ____________ _______ __________  705 .0
Mr. Passman. We earlier requested that  you place in the record a 

table showing the undisbursed funds. We will use the terminology 
requested earlier, because you have a stopping place in that table 
because the figures in the shaded areas cannot be included, is tha t 
correct?

General Warren. Yes,[sir; they are classified.
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PROCUREMENT LEADTIMES

Mr. Passman. Would you place in the record a list showing the 
average leadtime needed to procure various items of military equip­
ment, especially tanks and aircraft?

General Warren. Yes, sir.
(The informat ion follows:)
There is an average lead time  of 24 months in provid ing major i tems of equ ip­

ment such as airc raft , helicopters, ships, combat, and  general purpose vehicles, 
cons truct ion equipment, and  communicat ions equipment.

MILITARY ASSISTANCE TRAINING

Mr. Passman. It  is my understanding that in fiscal 1972 there will 
be 46 countries which will be receiving some type of mil itary assist­
ance, either military  equipment or training.

General Warren. Forty-six is correct. Only 13 will receive equip­
ment.

Mr. Passman. The others will be military  training?
General Warren. Yes, sir.
Mr. Passman. B ut it takes some type of equipment to t rain people, 

does it not, small arms or something?
General Warren. We have no hardware programs for any countries 

in 1972 at this time, sir, except the 13 t ha t I mentioned.
Mr. P assman. W hat are they tra ined with? You have them out  here 

training to use sidearms or a rifle. W hat do you use to train them with , 
if you do n ot have any equipment? I do not w ant to be too exacting, 
but I think we should know. You do not  have them there with wooden 
guns, do you?

General Warren. Fi rst of all, in the 13 countries, 10 of the countries 
are the only ones that have programs of over $5 million. They  use 
approximately  95 percent of the new au thor ity we are speaking of.

Most of the  training will go to those large countries. Their  people 
will be brought here, or to our schools overseas and trained  on U.S. 
equipment so they become qualified to use the equipments tha t we 
have either sold or given them.

Mr. Passman. If you bring these military people to this country,  
school them and train them and they become military-minded and 
return to their respective countries, does tha t not lead to requests for 
military  equipment at some subsequent date?

General Warren. It  could, sir. Most of them, however, go back to 
operate U.S. equipments tha t are already in-country.

Mr. Passman. So, really either they have equipment they can 
operate in the country, or else there would be a request for it. Does tha t 
make sense?

General Warren. Yes, sir. There are some courses tha t do not 
relate to equipment, like our professional schools such as the Air 
War College and the Navy  War College.

Mr. Passman. But  the whole thing is bui lt around military equip­
ment.

General Warren. That is correct, yes, sir.
Mr. Passman. You would not train  a doctor and let him get his 

diploma to specialize in surgery and set up an office and say all this 
is just for fun and you are not going to be permitted to practice. I 
think we might as well be realistic about this thing. If you train them
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in milita ry procedures, they are not going to go home and play with 
sticks.

I think  the record is abundantly clear, if we had time to run it 
down from the beginning up to now, tha t a lot of the nations that 
used to receive military training, at a subsequent date got military 
equipment from this country or some other country.

To what  extent, we do not know.
1 do not think we ought  to have our constituents or the Members of 

Congress on other committees believe we train  them and make them 
proficient in the use of arms and equipment, and then send them back 
to plan t flower gardens. It  ju st doesn’t work that way.

I think you have made the record very clear tha t they go back and 
use the equipment they already have.

General Warren. Yes, sir.
(List of training gran t aid countries follows:)

Countries to Receive F iscal Year 1972 Grant Aid  ( I ncluding 
U.S. T raining Onl y)

Nu mb er of  cou ntr ies  to  receive fiscal ye ar  1972 gr an t aid  are  as 
fo llo ws:

13 COUNTRIES TO RECEIVE MATERIEL AND TRAININ G

Cambodia
China
Eth iopia
Greece
Indonesia
Jordan
Korea

Liberia
Philippines
Portugal
Spain
Tunisia
Turkey

3 3 COUNTRIES TO RECEIVE TRAINING ON LY 1

Afghanistan2

Argentina
Aus tri a2

Boliva
Brazi l
Chile
Colombia
Congo
Dominican Republic
E cuado r8

El Sa lv ad or
Ghana
Gu atem ala
Honduras
In dia 2

Iran

Lebanon2 
Malaysia 
Mali 2 
Mexico 
Morocco 
Ne pal 2 
Nicaragua 
Nigeria 2 
Pa kista n2 
Panam a 
Paraguay  
Peru
Saudi Arabia 
Senegal 2 
Uruguay 
Venezuela

1 The i denti ty of  one “U.S. tra ini ng  only” country is classi fied. 
a U.S. tr aining  only (11 countr ies).
3 Pre sen tly  suspended ; may be resumed.

COUNTRIES ADDED OR DELETED

Mr. P assman . Are  you ad ding  any  new na tio ns  to th e m ili ta ry  as sis t­
ance p ro gr am  in fiscal 1972 ?
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General Warren. Yes, sir.
Mr. Passman. What nations are they ?
General Warren. The only addition was materiel for Jordan.
Mr. Passman. Have you deleted completely any nations in fiscal 

year 1972, tha t had eithe r train ing  or hardware  in 1971 ?
General Warren. We delet ed-------- sir.

MAP COUNTRIES UNDERGOING COUPS

Mr. Passman. H ow many countries to which we supplied milita ry 
assistance in fiscal 1971 or prior  years had coups last year and this 
year?

General Warren. Could I put  tha t in the record, sir? I thin k six. 
May I refine tha t ?

Air. P assman. Yes; if you would, and put  i t in the record.
Mr. Long. I did  not hear tha t question.
Mr. Passman. How many nations where we have previously had 

military programs, had a military  coup in 1971. He said six. There has 
been one recently.

Mr. Long. Out of how many ?
Air. Passman. Out of the 46.
Mr. Long. Out of 46. Tha t is a pretty good percentage for 1 year.
Air. P assman. H ow many of those had more than  one coup in fiscal 

1971?
General W arren. I do not have the 1971 figure, sir. I will p ut it in 

the record.
Air. Long. In about 10 years, wouldn’t you get around to everybody ?
General Warren. In the  last 20 years, since AIAP started , there  have 

been fewer coups th an there  were in the 20 previous years, but tha t 
really does not prove anything .

Air. P assman. They are going to  keep on changing governments.
Air. Long. Isn ’t it hard to have more than  one coup a year per 

country ?
General Warren. Yes.
Air. P assman. You have had as many as three  in 1 year in one 

country in the past.
Air. Long. It is a strain, you know.
Air. P assman. Tha t is a way of life. Much as we desire to change it, 

I do not know whether we can do too much about it.
(The information follows:)

In 1970, the re were coups in three countries  where we had,  or previously had, 
mi lita ry a ssis tanc e programs.

In 1971. the re have been no coups in any countrie s in which we have, or have  
had,  a m ilit ary  assistance program.

SUSPENSION OF MAP

Air. Passman. In how many nations that were recipients of the 
mili tary  assistance program in fiscal 1971 did you suspend such 
assistance ?

General Warren. In  fiscal 1971, FMS sales and grant materiel 
deliveries were suspended for Ecuador,  sir. I do not believe there are 
any others. Alay I ask Mr. Chapman, of State?

Air. Chapman. Tha t is all.
Air. Passman. How about Chile ?
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General Warren. To my knowledge, Chile has not been cut off. 
May I  re fer to S tate, sir, because that decision is the responsibil ity of 
the Secretary of State.

Mr. Chapman. The gra nt materiel program fo r Chile ended in fiscal 
year 1968. We are current ly prov iding only grant  training.

MAP FUNDS FOR CIVIC ACTION

Mr. P assman. Would you please update  the table which appeared 
on page 420 of  last year’s hearings concerning the civic action 
programs ?

General Warren. Yes, sir.
(The table follows:)

U.S. MIL ITARY ASSISTANCE FUNDS FOR CIVIC ACTION PROGRAMS-F ISCAL YEAR 1962 
THROUGH FISCAL YEAR 19711 

]ln  thousands of dolla rs]

Area /country

Fiscal year—

1962-67 1968 1969 1970 1971

Lat in America:
Argentina ..................................................................
Bo livia .......................................................................
Brazi l.........................................................................
C h il e .. ................................... ............... . ...............
Colombia...................................................................
Costa Rica........... .....................................................
Dominican Republic .. ............................................
Ecuador............................. . ......... . .........................
El Salvador............ . ................. . .............................
Guatemala....... ........... ........... .................................
Honduras..................................................................
Mexico......... ............. . ......................... . .................
Nicaragua.................... ........... ............................... ..
Panama.......... ................. ........................................
Paraguay...................................................................
Peru ....... ........................................... .......................
Uruguay....... ................... ................................... ..
Venezuela.................... ............................... .............
Region...... .................................................................

2,100 17 17 12 3
1,896 75 29 26 3
9,254 . . . . 53 7 2
4,124 91 29 11 18
4,481 354 49 104 73

642
1,287

583

107
21
13

38
93
2 ..........

17
66

25
17

1,426 226 324 75 16
337 176 176 12 14
22 . . . 1 2 2

1 7 ..........
94 3 2 568 1

3,545 257 159 109 38
8,395 2 6 _____ 2 1
1,061 37 4 23 2

103 8 5 13 3
2 . . . 9 _____

Area to ta l.............................................................. 39,380 1,418 981 1,056 218

East Asia:
Ca mb od ia. ..' ............................................................  35 . ............................... ................................... ........... . . .........
Indonesia.................................. ......... ............... .  5,395 4,124 4,900 5,708 14,488
Korea................. ......................................................  1,434 341 ......................................................................
Lao s........................................................................ 6 1 ................. . .............................................................................
P h ili pp in es.. .. _______ _____ _________ ____  8,518 4,730 8 17 180
Tha iland...............................   2 ,3 1 3 ................................................................................................
Vietnam..................................................................... 1,068 ..............................................................................................

Area to ta l.............................................................. 18,824 9,195 4,908 5,725 14,668

Near East, South Asia, and Africa:
Ethiopia.....................................
Greece......................................
Gu inea.. ....................................
Ir a n .. ........................................
Jordan.......................................
Liberia .......................................
Libya.........................................
M a li .. ........................................
M or occ o. .. ...............................
Nigeria ......................................
Senegal......................................
Tun isia . ....................................
Upper Vo lta..............................

167
16

775
115
213
152
19

334
117

913
2

15

Area to ta l..............................................................

Wor ldwide total.

21 1 ....................... 2

9 2 1 . . . .

200
4 4 1
1 ........

5 2032,838 30

61,042 10,643 5,897 6,786 15,089

i  Fiscal year 19S2 was the 1st year tha t civ ic action assistance was so ident ified in MAP. Fiscal year 1972 wor ldw ide  tota l 
is estimated at $23,400,000. MAP civic action assistance to  Vietnam was term inated beg inning  in fiscal year 1966, to Laos 
and Thailand beginn ing in fiscal year 1968; such assistance is now wholly  service funded.
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MAP EQU IPM ENT IN  REC IPIE NT COUNTRIES

Mr. P assman. As I  recall, each year we like to discuss the problem 
concerning the type of equipment located in the countries the United  
States relies on to be the first line of defense in case of war. If  you 
could put  something in the record on that, we would be grateful.

General Warren. Yes, sir.
Mr. P assman. I refe r to Turkey, Greece, and the other forward de­

fense countries.
(No te: Inform ation was supplied to the  committee.)

STORAGE COSTS EOR EXCESS EQU IPM ENT

Mr. P assman. Ju st one other question about excess milit ary equip­
ment.

If  it is excess and you cannot utilize it,  then you have to pay storage 
until  it is finally junked ?

General Warren. It  costs money to store and handle, yes, sir.
Mr. Passman. Do you have any period of time in which you move 

from excess to the junkya rd ?
General Warren. No, sir ; there is no schedule. As a mat ter of fact, 

in view of this ceiling, we have asked the services to hold up on 
volunteering excesses as much as possible the rest of the year, because 
we are already at  the ceiling, and we have $250 million worth  of excess 
tha t we cannot deliver.

PERCENT OF MAP EQU IPM ENT OPERATIONAL

Mr. Passman. If  you would, General Warren, place something in 
the record as to what percent of the tota l grant equipment provided 
by the milit ary assistance program to the foreign countries now on 
hand is considered to be operational.

General Warren. Yes, sir.
(The information follows:)

[Dollars in thousands]

Country Total  Percent stil l Perce nt
delivered in c ountry operational

East Asia :

Cam bodia .................................................................................................... $6,928
China, Rep ubl ic of........ .............................................................................. 2,352,5 76
Indon esia...................................................................................................... 52,473
Jap an............................................................................................................  1,238 ,853
Korea........................................................   2,5 64,3 44
Ph ilip pin es ..................................................................................................  332,900
Tha iland.............. ........................................................................................ 455,700

Near East and South As ia:
Greece.......... ................................................................................................  1,226 ,537
Ind ia............................................................................................................. ...........
Ira n............................................................................................................... 574,903
Jo rd an .. ......................................................................................................  7,591
Lebanon............. ..........     7,659
Paki stan .......................................................................................................  ............
Saudi Ara bia................................................................................................ 12,871
Tu rke y.................................... ..................................................................... 2,17 5,727

Latin Amer ica:
Arge ntina.....................................................................................................  29,753
Boliv ia........................................................................................................... 11,944
Bra zil..........................................................   206,842
Ch ile ............................................................................................................  66,271
Colombia......................................................................................................  72,832
Costa Rica ....................................................................................................  811
Dominican Repu blic.................................................................................... 15, 506
Ecuador......................................................................................................... 28,446
El Salva dor................................................................................................... 2,962
Guatemala.................................................................................................... 10,627



[Dol lars in thousands!

Country
Total Percent st ill Percent

delive red in country  operational

Latin Amer ica— Continued
Honduras ..... ................................................................................................
Nicaragua.....................................................................................................
Panama.........................................................................................................
Paraguay.......................................................................................................
Peru........................................................................................ .....................
Urugua y........................................................................................................

Europe:
Au str ia..... .....................................................................................................
Belg iu m .. .....................................................................................................
Denmark .......................................................................................................
France ..........................................................................................................
Ital y...............................................................................................................
Luxembourg....................................................... ......... ......... .....................
Ne therlands.................................. ...............................................................
No rway.........................................................................................................
Portugal....... ................................................................................................
S pa in .. ........................ .................................................. .............................
United Kingdom..........................................................................................

Af rica:
Congo............................................................................................................
Ethiopia ........... ........... ................................................................................
Lib ya............................................................................... .............................
Morocco........................................................................................................
Tu nisia ............................ ............................................................................

3,602
3,823
1,730
4,350

68,981
29,171

82,997 
1,143,  581 

551, 557 
3,728,701 
2,146,376 

8,296 
1, 093, 347 

744,527 
291,735 
459,943 
983,237

21,601
113,742

10,041

VALUE AND DIS TRIBUT ION OF MA P EXCESS

Mr. Passman. If  you would place in the record, General Warren, 
an estimate of the tota l acquisition value of excess equipment, the 
legal value, the location of this  equipment, and the percentage tha t 
is in  the United States  and other nations of the world, I think tha t 
would help us greatly.

General Warren. Very well, sir.
Mr. Passman. Much of the excess equipment is in other  countries, 

and you transfer out of one country where it cannot be utilized to 
other  countries, is that  correct ?

General Warren. Yes, sir.

(The information follows:)
ESTIMATE EXCESS BY AREA

[Dol lar amounts in thousands]

Area

C O N U S .. ..
Europe____
Pacif ic.........

Total .

Acquisi tion
value Legal value Percent

$360,000 $120,000 60
168,000 56, 000 28
72, 000 24, 000 12

600, 000 200,000 100

COUNTRIES WITH U.S . BASES

Mr. Passman. In  what countries does the United States  presently 
have 'base ri ght  priv ileges?
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(The information follows:)
General Warren. Under applicable agreements , the  Uni ted States has  base 

rights  privileges in the following countries and ar ea s:
Ant igua  (Uni ted Kingdom) Green land (Denmark)
Ascension Isla nd (United Kingdom) 
Austra lia 
Azores (Po rtugal )
Bah ama s (Uni ted Kingdom)
Barbados  
Belgium
Berm uda (United Kingdom)
British Indian Ocean T err ito ry 
Canada
Canton Island (claimed by both United 

States and United  Kingdom)

Ethiopia
Fra nce  (use of pipe line operated  by 

French personnel)
Germany
Greece

The United States also m ain tains 
und er treaties with  the Republic o f 1

Iceland

Ita ly
Japan
Korea
Morocco (use of communications f a­

cili ties  on Moroccan base)
Nether land s 
New Zealand 
Philippines
Republic of China (Ta iwan)
Seychelles (United Kingdom)
Spain
Tha ilan d
Turkey
Turks  and Caicos (United  Kingdom) 
United Kingdom
in the Canal  Zone, Cuba, and Okinawa, 

na, Cuba, and Japan, respectively.
Mr. Passman. What countries in the last 5 years have withdrawn 

base rights?
General Warren. Libya is the  only one I thin k of.

MOROCCO

Mr. Passman. Ju st prio r to tha t, Morocco?
General W arren. No, sir. We have rights  in Morocco.
Mr. Passman. They are limited, are they not, General?
General Warren. They  are limited. We have th e use of a communi­

cations station in Morocco.
Mr. Passman. We no longer have the righ t to take in and out our 

mili tary  planes, loaded or unloaded, do we ?
General Warren. --------
Mr. Passman. I  would like  to  insert an extract from page 2005 of 

our fiscal year 1961 hearings , part 2 concerning this  subject.
(The extract fol lows:)

MOROCCO

Mr. Saccio. The United Sta tes  h as buil t and has the  use of three active majo r 
airbases , a large nav al ai r and  communications  complex, and an imp ortant  Voice 
of America relay sta tion in Morocco. In a joint communique issued at  the time 
of President  Eise nhow er’s v isi t to Morocco in December 1959, the United States 
agreed to  evacuate these fa cil itie s by the end of 1963.

Mr. P assman. What military facilities does the U.S. presently have 
in Morocco and what are the terms of use ?

General Warren. The U.S. withdrawal from military bases in 
Morocco was completed in 1963. However, it was agreed the United 
States  Government could continue to use certain communications fa­
cilities at the naval communications stat ion comprising Ken itra Sta-
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tion and the transmitting/receiv ing sites at Sidi Yahia and Bouknadel. 
There are no terms to this agreement.

SOVIET MILITAR Y PERSON NEL ABROAD

Mr. Long. I think you have raised another interes ting question to 
which I  would like to have an answer, even if it is classified. What  is 
the distribution  of Soviet personnel in these various countries in the 
Middle East  and elsewhere? If  they can pu t th at on the record. I will 
be happy to have it, but if they can’t, let ’s have it  on a classified basis.

Mr. Knaur. We can give it to you on a classified basis.
Mr. Long. I would like to see what the extent of it is.
Mr. P assman. Gentlemen, you have problems and we recognize that. 

We want  to be helpful.
(Classified information was furnished the committee.)

RE HA BILITA TION  OF EXCESS EQ UIP MEN T

Mr. P assman. General Warren, are there funds included in the 
mili tary  assistance appropria tion to refurbi sh and refit equipment 
obtained through equipment loans?

General Warren. Yes, sir.
Mr. Passman. How much is contained in fiscal 1972’s request for 

this  purpose?
General Warren. I will have to provide that for the  record. I don’t 

have it.
(The in formation follows:)

In the  fiscal yea r 1972 program requ est we have  [dele ted] for  refu rbishing  
of [deleted] subm arines for  Turkey. Authority  for  the  loan of two of these  
subm arines is contained in  Public Law 91-682; au tho rity for the  loan of [deleted] 
will be sough t in a b ill presen tly being prep ared  by the U.S. Navy.

Mr. Passman. The excess equipment made available to Milita ry 
Assistance nations,  they  pay for the refurb ishing of  this, do they not, 
out of their funds  ?

General Warren. Were you asking about grant aid countries or 
all countries?

Air. P assman. I am talking about gra nt aid countries.
General Warren. It  is done on a country-by-country basis. We, 

from the MAP program, normally do the rehabi litation out of the 
MAP dollars allocated. If  they have the capabili ty or funds—and 
many of them do—they will pay for thei r own rehabilita tion.

Fo r example, in the case of China, we found some excess F-lOO’s 
a squadron of them, and we released them to the Republic of China 
and they are rehabili tating them at their  own expense.

Mr. P assman. Not out o f any grant  aid funds we have given them?
General W arren. No, si r; at the ir own expense.

WI THDR AW AL  OF U. S.  FORCES OVERSEAS

Mr. Passman. General Warren, could you place in the record un­
classified material indica ting the level of overseas troop withdrawals 
planned for the immediate future , we will say for calendar  1971 and 
calendar 1972?
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General Warren. Yes, sir. 
(The informat ion fo llows:)

OVERSEAS TROOP WITHDR AW ALS FOR CALENDAR YEAR S 19 71  AND 19 72

We have under continuous review the levels of U.S. military forces stationed 
overseas. We will make such adjustm ents as our analysis indicates they are 
needed to promote ou r national interests. At the present  time, during calendar  
years 1971 and 1972 we have plans for troop withdrawals in only two are as : 
the Republic of Korea and Southeast Asia. By June 30, 1971, we will complete 
the previously announced withdrawal of 20,000 men from Korea. In Southeast 
Asia, President Nixon has stated tha t our troop withdrawals will continue at 
least at the present rate  of 12,500 per month for the next several months. This 
rate could increase, and the best way to increase the withdrawal rate  is for 
the North Vietnamese and the Vietcong to take a positive attitude  in Paris  
toward our proposals for a negotiated settlement.

ADEQUACY OF FISCAL YEAR 19 7 2 MA P FU ND  REQUEST

Mr. Passman. I would assume tha t your request for the milita ry 
assistance program for fiscal year 1972 is your best est imate and you 
do not at this time anticipate the need for a supplemental ?

General Warren. That  is correct, sir, except Secretary Laird men­
tioned yesterday that he can' t guarantee tha t circumstances m ight not 
change and we might have to submit a request, b ut as of now there  is 
no intent or requirement for a supplemental.

Mr. Passman. I hope tha t I don’t appea r too favorable to some of 
these programs because the committee decides at what level this bill 
shall move out, but I am tremendously impressed with the Nixon 
Doctrine, that  p art  of it tha t says rather  clearly—if  we can get away 
from partisan politics—that  we are  willing to modernize the forces 
but they have to furnish the men because we are bring ing our troops 
home.

I am tremendously impressed with tha t philosophy, but to see tha t 
it is really moving in tha t direction makes me feel very good. I  think 
he means exactly what he says. That  is pretty  well indicated by the fact 
tha t you are currently withdrawing 20,000 troops from Korea. You 
have those who say, “Well, they should have been brought out long 
ago.” Maybe so, but you didn’t bring  them out. You are just now 
bringing them home.

U. S.  INVE STME NT S IN  KOREA

Now, as I read the record, righ t or wrong, whether it could be 
justified or not, we have about a $30 billion investment in Korea, when 
you consider the economic and milita ry assistance, as well as the de­
fense of Korea by our own forces and the Korean war ?

Mr. Long. Didn’t we spend a lot more than tha t ?
Mr. Passman. What is the total  amount that we have spent in Korea, 

including the Korean conflict, as well as all the gra nt aid programs, 
including, of course, military  ?

General Warren. The figures I  have on mil itary  assistance deliver­
ies, cumulative through  1970, are just  over $3 billion.

Mr. Passman. Give us the grand total.
General Warren. I don’t have the economic figures, sir.
Mr. L ong. You are talk ing about the cost of the war and so forth.
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Mr. Passman. 1 want the total cost.
General Warren. I have the milita ry but not the economic.
Mr. P assman. Give us the military cost of our own defense forces. I 

know what our gran t aid has been. It  has been $8,104 million but I want 
us to add to that the expenditures made by the Defense Department.

General Warren. It  was $3 billion in m ilitary assistance deliveries 
throu gh fiscal year 1970.

Mr. Passman. You see, General, we have a different subject alto­
gether. I put that in the record—$8,104 million. I am ta lking about 
the expenditures th at our Defense Department  made to win tha t w ar : 
tanks, guns, men, and everything else.

General Warren. May 1 p ut it in the record, Mr. Chairman?
Mr. P assman. Yes. Do you know what we want?
General Warren. The cost of the Korean war to the United  States 

plus-----
Mr. Passman. The cost of the Korean war to the United  States  

through the Defense Department. Then you will add to tha t the 
$8,104,200,000 in gran t aid tha t we have given.

General Warren. Yes, sir.
(The information fo llows :)

U.S. investments in Korea
In  bi lli on s 
of  do llar s

Cost of Korean wa r (fiscal yea r 1950-54)___________________________  18. 0
Cost of mainta inin g U.S. milita ry forces in Korea  (fiscal yea r 1954-70)_  8. 6
Mili tary assi stance gran t a id program (fiscal yea r 1950-70)____________  3. 0
Economic assi stance programs (fiscal yea r 1946-70)__________________  5.1

Tota l _____________________________________________________ 34. 7
Mr. Passman. General Warren, I just  mentioned a moment ago 

about our investment in Korea. This passage is from page 1291 of 
the Supplemental hear ings for  fiscal year 1971:

Mr. Passman. Mr. Secretary, if our cause  is jus t, then  I believe it would 
be only proper to let  the  record show what investme nts we have made in these countr ies. Let us look at  Korea.  I think it cost some $18 billion for  the  aid  
we gave to Korea when they were invaded by the  North Koreans. The following 
sta tis tic s apply to U.S. troops fighting in th at  war : Killed  in action,  23,300: 
wounded in action,  105,785; missing in action , 5,866 and  cap tured or interned,.  7,140; dead from other t han war-connected  causes : 10,329.

That is a t remendous investm en t; isn’t it?
Secreta ry Laikd. There  is no question about that.
Now, back to the statement  that we have in addition to these per ­

sonnel investments, $30 billion in cash outlay, and it simply means 
tha t if we feel our sacrifices have been worth while and if we are 
going to move our t roops out, we are going to have to modernize their 
forces, is that  correct ?

General W arren. Th at is right,  and we have a 5-year plan  worked 
out with the Koreans which we hope will modernize the ir forces 
if we are fortunate enough to obtain the necessary7 funds over the 
next few years.

Las t year, when the supplemental was approved, tha t became the 
first increment in this 5-year modernization program which we hope 
to continue.
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Mr. Passman. We need to do tha t if  we are going to move our troops 
out, or see this investment go down the drain.  Would tha t be a fair 
statement?

General Warren. I think so.
Mr. I ’Assman. I want to be positive about tha t because when you 

look at the lives lost—and this will go on, and we will be meeting 
expenditures of the Korean war 125 years from now.

Mr. Long. What you are saying, Mr. Chairman, puts one in a 
very thoughtful mood. I f it is true,  it cost only $30 billion, certainly 
the Vietnam war was about the same scale as the Korean war while 
it lasted. But  the Vietnam war is costing us $30 billion a year, or it 
did before we started to scale down the conflict.

Mr. Passman. But  we have an investment  there and as fa r as I 
am concerned I am going to work to protect it, but this is only a part  
of the story. The Civil W ar was concluded 106 years ago. Our country  
is still mailing out monthly checks to 669 widows, 449 child ren of vet­
erans of the Civil War. Over a thousand checks a  month. We will be 
mailing out checks to present dependents or subsequent dependents of 
this Korean conflict 125 years from now because of the increased 
lifespan.

It  is almost impossible to estimate what a conflict like that  costs and, 
of course, we will repeat it in South Vietnam.

MO DERNIZA TIO N OF KOREA N ARMED FORCES

Mr. Roybal. Insofa r as Korea is concerned, I  think  we should also 
know how much i t will cost to modernize the Korean Army and how 
much of an expendi ture tha t woulld be insofar as the United States 
is concerned and how much it will cost to continue our association 
with the Korean Army in the  future.

I am sure there is an initia l amount plus a continued expense in 
the future. Can that be made available for the record?

General "Warren. Yes, sir.
The tota l cost of the 5-year plan on which we are working is ap­

proximately -------- . The first year, of course, was fiscal year 1971 in­
cluding the supplemental of tha t year. I can’t predic t after that 5 
years what we will have to do because of the unknowns regarding 
Korea’s economy. It  looks as though it will be many years before she 
is capable of picking up her own defense load and main taining the 
equipment she has.

I expect it  will be several years  before the United States can with ­
draw support with any assurance tha t the Koreans can maintain 
the peace and stop aggression.

Mr. Roybal. That means we will have to continue supply ing any 
replacement equipment or whatever they may need.

General "Warren. We hope to  get Korea started on credit sales as 
soon as possible. I am pleased to report tha t th is fiscal year we finally
have the first self-help increment for Korea of -------- tha t we are
planning from the fiscal year 1971 credit funds. We hope that this 
level will increase as her economy improves so tha t grant aid will be 
reduced and end as soon as possible. But Korea needs U.S . dollars, 
either throu gh gran ts or credi t sales, to support her inventory of 
U.S. weapons.
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Mr. Shriver. If  you could use the excess we were talking about 
earlie r, how much would the requirement be reduced for the 5-year 
period ?

General Warren. We already have in that 5-year plan the maximum 
use of excess that we could estimate.

Mr. Shriver. I  mean if there were a change in the law.
General Warren. We don't  know what equipments will be gener­

ated, sir, and tha t is why it is impossible to be very optimistic about 
supporting her forces with excess equipments. Many of the excesses 
are types o f equipment tha t do not meet the requirements for Korea. 
It  is impossible to predict,  but we have as many excess items in the 
--------plan as can reasonably be expected to be available.

Mr. P assman. I s Korea developing in to a cash customer of ours in 
other areas?

General Warren. S ir, only on a very small basis because she does 
not have much foreign exchange.

Mr. Passman. But thei r economy is building up very rapid ly and 
they are build ing up gradually a foreign exchange surplus,  are they 
not?

General W arren. Yes, sir.
Mr. Passman. And they are buying some commodities from us on 

a cash basisj are they not ?
Pu t th at in the record if  you don’t have it.
General Warren. Yes, sir.
(The information follows:)

FM S Sales to Korea on a Cash Basis

Korea has been procuring from us a  modest amount of defense materiel  on a cash basis as fo llows :
Fiscal ye ar :

1968 —
1969 __
1970 __

Millions 
__ $1.5

.7
__ 1.9

So far  in fiscal year  1971 Korea has procured approximately $800,000 from the United States on a cash basis. The kinds of commodities they are  buying on a cash basis are principally weapons repair  parts, inexpensive communications equipment, and communications repa ir parts .
Mr. Passman. In  your military credit sales justification being 

presented to the committee now there i s --------listed for Korea.
General Warren. Yes, sir.
Mr. P assman. Will tha t be on the minimum terms with  the p revai l­

ing ra te of interes t?
General W arren. Yes, sir.
Mr. P assman. But it is on the  p revailing rate of interest, the same 

as any other customers ?
General W arren. Yes, sir.
Mr. Passman. And there is no concession on interest going to be 

made ?
General Warren. That  is correct.
Mr. P assman. In addit ion to th e-------- we will make available over

a period of 5 years in gra nt m ilitary aid, you are try ing  now to switch 
them over to credit sales on regula r terms ?

General Warren. I f they are able, we would like to see them pur­
chase as many of the modernization items as possible.
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Mr. P assman. Now, if  th ei r economy sho uld  continue str on g and 
con tinue to bu ild  to  where  they cou ld pay fo r m ore  of  th ei r equipm ent , 
would  you be p ermitt ed  to lower th e g ra nt a id  or  is thi s a fixed co nt ract  ?

Gener al W arren. Th ere is no form al com mitment , Mr. Ch air ma n, 
at  all  on the gr an t aid  fo r fu tu re  ye ars . I t  is ju st  a pl an  t hat  we have  
worked up  t hat would  pro vid e Ko rea  with  f ai rly  m odern  force s if  we 
are able t o execu te i t.

Mr.  P assman. Th en  it  cou ld go up  or  dow n, de pend ing  upon  the  
wo rld  situa tio n as well as the economy in K orea  ?

Gener al W arren. We  know the item s needed , sir , an d there is no 
form al  com mitment  to an y giv en M AP  level.  We  wil l have to  im ple ­
me nt each y ear as it  comes.

Mr . P assman. We  are  ap proa ch ing th is on the bas is of  protec tin g 
th is  inv est me nt an d we are th in ki ng  in ter ms  of  n ot  only sec uri ty fo r 
the tro op s of  So uth Korea , bu t security fo r ou r own country . I t  is 
sup posed  to be an  item  of  team work,  is it  not  ?

Gener al Warren. Yes, s ir.

CO MMU NIST  ASS ISTA NCE  TO NO RTH KOREA

Mr. Long. A t th is  po int , it  wou ld be in te rest ing to hav e in th e rec ­
or d wha t the Chinese Comm unists  and the Ru ssi ans are su pp ly ing 
to  Nor th  Korea . You know, the Nor th  K oreans  are  no t nin e fee t ta ll.  
Th ey  must hav e th ei r economic prob lems. Th ere  is no reason why we 
sho uld , le t’s say, pa mpe r ou r alli es any more t ha n th e Com munis ts are  
pa mpe rin g the irs .

Gener al Warren. T hey pu t in abou t---------d ur in g fiscal years  1969
an d 1970.

Mr.  Long. The ir  aid  is chic ken  feed  comp are d with  ours . I  un de r­
stan d the So uth Ko reans have a flouri shing economy. Tha t makes  me 
wo nder why they  can’t stan d on th ei r own fee t as well as th e Nor th  
Ko rean s can.

Mr . P assman. I  am bound to believe it  is ap pr op riat e and quite 
impre ssiv e to indic ate  our  in ves tment in Ko rea  because when we speak 
of  investment,  we are ta lk in g about the  sacrifice o f lives a s well as t he  
do lla rs  and it  is pe rfe ctl y obvious unle ss we go th ro ug h with  some 
ty pe  of  plan  all  of  th is  cou ld very easi ly go dow n the drain . So in 
th at  con tex t I  th in k of  it  as protec tin g not only an  inv est me nt bu t 
we mu st look in to  the fu tu re , so I  do th in k of  it  as protec tin g the  
security of th is  co un try  a nd  o ur  co mmitments . W e h ave no al ternat ive 
ot he r th an  to give some conside rat ion  to he lpi ng  t hese peop le up da te  
or  mo dernize th ei r m ili ta ry  forc es on the bas is of  t he  Nix on doctr ine  
so we can  br ing o ur  people hom e.

FIV E-Y EA R MA P FOR KOREA

You gave us a wo rd of  enc ourag ement , Gener al, a li tt le  while ago, 
an d I  hop e it  is no t go ing to  be cha nge d. I  wa nt  to be sure I  un de r­
stan d it.

T h e ---------is th e ma xim um  you see we  w ill have to spe nd on gr an t
aid  in  the  nex t 5 years fo r Kore a.

Gener al W arren. Yes, s ir ; th a t is our  pro jec ted  program .
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Mr. P assman. That  is based upon present-day conditions, but if  the} continue to build a strong economy, build up the foreign exchange ac­counts, conceivably they could do more buying and, if that be true, then you could lower the amount.
General Warren. Our discussions with the Koreans have been in terms of items, not dollars, and we would hope tha t, as the economy improves, they could purchase some of the items, either through credit or cash sales.
Mr. P assman. You are only using the maximum and hoping that  you could possibly work that  downward, switching from gra nt aid to mili ­tary  sales.
General Warren. We hope so, yes, sir.
Mr. P assman. That is what we wanted to establish.I see t ha t approximately -------- percent of the NO A request forfiscal 1972 will be allocated to Cambodia and K orea; is th at correct ?General Warren. Sir, it is just over --------percent.Air. P assman. I assume you consider these two countries to be very important in stemming the threat  of Communist aggression and tha t is the reason for their large allocations; is th at correct, General ?General W arren. That  is correct. These are two countries t ha t illus ­tra te the Nixon Doctr ine a t work. We have already pulled our combat ground forces out of Cambodia and we are pulling some of our troops out of Korea.

SIT UA TIO N IN  CAMBODIA

Mr. Passman. Gentlemen, the committee would be interested in knowing what you think about the conditions in Cambodia a t this time. Is the  Government stable ?
You are estimating -------- for Cambodia and tha t is an awfullot of money for a very small country  and a brand new government, Would you give us some indication as to the stability of the government ?
Mr. Chapman. We believe that  this  government remains  very popu­lar  w ith significant elements of the population, and the best illustra­tion of the stabi lity is the fact tha t th e head of the government, Gen. Lon Nol, had a heart attack 2 months ago and he has been recovering in Hawaii since then. Despite his absence, his government has re­mained in power, in charge of the country, and there is no indication tha t there  are any elements that want to overthrow it.Mr. Passman. Are they holding the ir own against the enemy ?General W arren. Yes; things  are going reasonably well, as Admiral Moorer pointed  out yesterday. We have an equipment delivery team in there  that  seems to  be functioning well. It  is attached to the em­bassy. F rom the funds tha t we have so far, ar ou nd --------worth ofmaterial has been delivered into Cambodia, of which nearly 70 percent was ammunition. So the supply operation is going fair ly well, and the t rainin g of th eir  army, which is all volunteer, is going well. They went from somewhat oyer 35,000 largely  untrained troops to almost 200,000 troops now, mainly ground forces, and are doing well.Mr. Passman. General, in addit ion to -------- in this request formili tary  assistance in Cambodia, I  guess there is a request for economic assistance too, is there no t ? Do you know whether or not you have any request for it, Mr. Secre tary ?
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Mr. Chap man. There  will  be. but  I am not sure how closely the  
figure is ye t defined.

Mr. P assman. W hat  is th e size  of thi s countr y, are a and popu lat ion  ?
Mr. Chap man. The  a rea  is about 66,000 square miles, abo ut the size 

of  Missouri,  an d t he  pop ulati on  is a lmost  7 mill ion .
M r. P assman. It  sim ply  means, gen tlem en,  we are sadd lin g on ou r 

backs  an oth er  na tio n th a t we are ju st  g oin g to have to  moth er in all 
probabili ty lon g into the  fu tu re  because those people have no way of 
ea rn ing sufficient foreign  exch ang e to  m aintain t hi s size  m ili ta ry  force, 
do they?

General  W arren. They have only a lim ite d ca pa bi lit y in the fo re ­
seeab le fu ture , sir .

Mr.  P assman . We are reall y over-extend ed in many area s. I have 
no qu ar re l with  w ha t has happened , b ut  th is  th in g c ould be expensive.

Gen era l W arren. I  was in Lao s a few mo nth s ago— I d id n' t get into  
Camb odia, bu t I ha d a good  briefin g by General  Ab ram s and oth ers . 
One resu lt fro m the  a ctio ns over there,  a t lea st is the pinn ing dow n of  
large numb ers  o f Nor th  V ietn amese  o r othe r tr oo ps  t hat could be used 
ag ains t Saigon . As  the  committee  knows , unless  som eth ing  is d one  in 
Camb odia it  becomes a su pp ly  refuge, an d the same sit ua tio n exists  
th at  th at we h ad  in th e Ko rea n W ar  where we  c ou ldn' t g o across th e 
Ya lu  River, and th e enem y cou ld sta y no rth of  the riv er  un til  he 
wanted to come down. I wou ld est imate  t hat  a subs tan tia l numb er of  
all ied  casual ties  have been as a resu lt of people  and sup plies com ing  
th ro ug h Cam bod ia because the  bo rder is only abou t 30 miles fro m 
Saigon. I t  is p art  of ou r in ter es t, in  with draw ing f rom  Sou th Vietn am , 
th at  th at co un try  rem ain  stable  and in a posit ion  to  fight off the in ­
vas ion from  N or th  Vietn am .

Mr.  P assman. Gen era l W ar re n,  I  se ldom get  into pol icy  m ak ing be­
cause ou r r esp onsib ilit y is fu rn ishing  th e fund s to impleme nt ou r po l­
icy, b ut  it is good to  make a  record . He re we are e nt er ing int o th ese  eco­
nom ic a nd  m ili ta ry  a id pacts  an d it  sim ply  means  th a t even af te r w ith­
draw al  th ese people  a re no t g oin g to be ab le to m aint ain th is  size  m ili ­
ta ry  establishm ent wi thou t la rg e mili ta ry  gra nt aid  and economic 
gra nt aid  f rom  th is  co untry . W e jus t don’t  get  ou t a ft er  we once g et  it , 
and I  wo uld n’t be a bi t su rpris ed  if  these people are no t go ing  to  be 
ju st  like the  Lao tia ns  an d the  S ou th Vie tnam ese. A lo t o f them  a re go ­
ing to  s ta rt  waxing  fa t. Th ey  learn wh at prof it m eans i n a h ur ry  a nd  I  
ju st  hope we d on’t le t these people t ak e us. W e shou ld do what we ha ve 
to do  and le t the m s up po rt th ems elve s as soon as poss ible.

When you s ta rt  g ra nt m ili ta ry  a id,  yo u m ight  as well get  r ea dy  fo r 
pos sibly th e same am ount o r more in  econom ic aid .

T E N  PR IN C IP A L  M A P R E C IP IE N T S

Now, alo ng th e sam e line s, von  indic ate  th a t 10 co untrie s wi ll accoun t 
fo r 95 per cent o f th e to ta l o bli ga tional a ut ho ri ty  reques ted  fo r th e m ili ­
ta ry  assi stance  pro gram  fo r fiscal 1972, is th at co rrect?

Gener al W arren. Yes, si r.
Mr . P assman. W ill  you  place in  the  record  the  lis t of  the  10 cou ntr ies , 

General  ?
General Warren. Yes, sir.
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(The informat ion fol lows :)
Th e fo llo w in g 10 countr ie s ac co un t fo r nea rly 95 per ce nt  of  th e to ta l am ou nt  al lo ca te d fo r fis ca l year 1972 co un tr y p ro g ra m s:

[I n  m ill io ns  o f do ll ar s]
Rep ub lic  o f K ore a_____________ _______  G re ece_______________________ _______C am bodia ------------------------------- ----------- Rep ub lic  of  C hin a_____________ _______T u r k e y ---------------------------------- ----------- Phi lipp in es  __________________ _______Jo rd an  ---------------------------------- ----------- S p a in ________________________ _______In d o n e s ia ------------------------------- ----------- E th io p ia _____________________ _______

C O N TIN G EN CY  FU N D  IN  N E W  LE GIS LA TI ON

Mr. Passman. You indicate no material will be provided for Latin America except what becomes available  from the contingency fund.General Warren. Yes, sir.
Mr. P assman. Now, is the contingency fund a pa rt of your $705 million request?
General Warren. No, sir, it is not. The reason it was proposed this way is because of the uncertain ties of certain countries in Latin America. We would like to be in a position, in the  event some kind of a crisis comes up, of being able to have flexibility to insure th at funds go to the right  place in an emergency.
Mr. Passman. It  simply means the $100 million will be completely withou t limitations. You could divide i t up  or you could give i t all to one country. You are making no just ification by country. You are just asking for a contingency fund of $100 million, is tha t correct?
General W arren. If  you are speaking of th at $100 million presiden­tial contingency fund that may be in the new assistance legislation about to be proposed, my statement  does not apply. I  didn’t  understand  you to  be asking about that. Tha t is fo r any type of a id anywhere in the world, I  believe.
Mr. Chapman. This  will probably be in the new legislation which the Administration  will present.
Mr. P assman. Is tha t a correct statement I  made ?
Mr. Chapman. No, sir, i t is not included in the $705 million. I t will be a contingency fund for all programs.
Mr. Passman. Over and above the $705 million ?
Mr. Chapman. Yes, s ir, but for all programs. Milita ry, economic and humani tar ian ; it is a separate fund.
Mr. Passman. Before this fund was about $10 or $15 million but now you bui ld a  contingency request up to about $100 million and are you going to be able to tell the committee at the proper time your limita tions on military and economic aid out of this program or is it j ust going to be all for economic or all for  military ?
Mr. Chapman. It  will be for all programs at the disposal of the President.
Mr. P assman. I know, but this committee will not know. As you know in the past it  has been $5, $10 and $15 million in  the contingency fund  and now you ask for  $100 million and you have no limitations. When you get the $100 million, it is stric tly on an illust rative  basis with no limitations applying. We know not what percentage will be used fo r milita ry or economic aid.
This is rather a loose approach. You could—I  don’t say tha t you would, bu t you could take the  $100 million and put it all in milita ry
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and give it to one country if we give it to you on the basis on which you 
request it.

Mr. Chapman. I think you will find there  are limitations in the new 
legislation.

Mr. Passman. I want to know a t the prope r time where they are. 
There has never been any limitation, Mr. Secretary , on the contin­
gency fund.

Mr. Chapman. I think there  is a limitat ion of $100 million to be 
provided to any single country-----

Mr. Passman. You give the President a contingency fund so as to 
take care of emergencies. We never know -what it  is going to be spent 
for until afte r the fact. I want to read from your justifications :

“Finally, the program proposed for Lat in America provides tha t 
no materiel except tha t which may become available from the con­
tingency fund and none of the 17 training only country programs 
included amounts to more than $900,000.” So you don’t even know 
what may become available.

Mr. Chapman. If  the President determines there is an emergency, 
he would have those funds available.

Mr. Passman. This is the most excessive request tha t has  ever been 
considered by any congressional committee and tha t is the request 
for $100 million for the contingency fund. I don’t know just how the 
committee is going to look upon this request. Usually they have been 
satisfied with $10 to $15 million and this is too much money and we 
have no way of knowing what it will be spent for.

Mr. Long. Will the Chairman yield ?
Mr. Passman. Yes; I yield.
Mr. Long. Does the President have to consult with the committee 

or with the chairman ?
Mr. P assman. No.
Mr. Long. Can’t we stipulate tha t the committee be consulted on 

this?
Mr. Passman. No; let’s wait for developments. We don’t have the 

legislation yet.

CONTROLS ON THE MI LITA RY  ASS ISTANCE PROGRAM

General Warren. Mr. Chairman, may I  make one point  on the ma t­
ter  o f control ? In  our CPD, as you know, the planned country ceil­
ings are presented to the Congress. In  some cases the President has 
to approve a PD if we exceed them.

Mr. P assman. A what ?
General Warren. A Presidential Determination. The other point 

is—and it came up yesterday—I have here a lis t of the countries tha t 
are eligible for either sales or gran t aid which is worked up each year 
between State and Defense.

PROPOSED CO NTINGE NC Y FU ND

Mr. P assman. Thank you, General. You are very fair. Nevertheless, 
it follows that in the overall you are asking for a $100 million con­
tingency fund, something separate  f rom this, something to play with 
over and above the regular request. I f I remember correctly, Mr. Sec­
retary , the request last year was $15 million ?
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Mr. Chapman. As I recall it ; yes,s ir.
Mr. P assman. T hat  means the contingency fund increase is in addi­

tion to the m ultila teral  request increase. You are asking for a 600-per- 
cent increase in the President’s contingency fund.

Mr. Long. Couldn't thi s be considered a slush fund ?
Mr. Knaur. I have a rough dra ft of the legislation  and there is a 

section which says, “The President  shall provide quarterly reports  
to the Congress on his use of the fund .”

Mr. Passman. You do t ha t on everything. That is nothing new.
Would you please explain the operation of the contingency fund? 

Pu t it in  the record.
(The information follows:)

CONTINGEN CY FUN D

This fund is to provide the President the necessary means of coping with unforeseen and serious emergencies.
It  enables him to choose among all the instrumentalities authorized under the Inte rnat iona l Security Assistance and the Development and Humanitarian Acts to meet such situat ions in the most effective way.
The fund is appropriated to the President and will be used on his authori ty.The division of AID into different bodies reduces the amounts of the funds which can be trans ferred among the various programs. The size of the fund is thus  intended to compensate for the loss of flexibility.
The experience of this year gives a good illustration of the  difficulties created by the lack of an adequate contingency fund.
In response to the Cambodian Government’s appeal to all nations and the evidence of the North Vietnamese effort in tha t country, we provided Cambodia $40 million in m ilitary assistance in July  1970.
To obtain this amount, we had to eliminate all materiel assistance to Latin America and cut major military assistance programs (Greece, Turkey, and the Republic of China) by 25-50 percent.
When the level of fighting rose and created additional needs, we had to transfer $60 million from supporting assistance which had been programed for Vietnam.
Moreover, through the first half of fiscal year 1971, we had already pro­gramed some $6 million in disas ter relief principally for Jordan and Pakistan. (This  year ’s contingency fund amounts to $15 million. Congress also voted $7.5 million for Pakistan flood relief—only $2 million of which so far has been used .)
However, the continuing crisis in Cambodia required tha t the Executive go to Congress in November for additional funds.
Fortunately , Congress recognized the severe damage done to these programs and restored them to thei r originally planned levels th rough the Supplemental Act.
Congress will be in a position to exercise full control. Use of this fund will be reported quarterly, and our experience so far in fiscal year  1971 shows tha t in any major emergency, the Executive will have to go back to Congress for an account ing and a request for funds.

FOR EIG N COU NTR Y PA YM EN TS  FOR MAAGS

Mr. P assman. Now, gentlemen, I had an opportunity  to spend a busy 
day in P ari s a t the A ID headquarters where we met with your MAGG 
chief and his assistant , as well as wi th the A ID people, and we were 
somewhat surprised to learn tha t the French  themselves are paying 
the expense of the MA AG people there. They are willing to pay the 
expense of the MAGG people just to have tha t American military 
exposure. Is th at your understand ing of it?

General Warren. Sir, each country differs. In  many countries the 
host country does pay the cost.

Mr. P assman. I am talking about France only.
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General Warren. I don’t know the details of the situation in 
France. I  will provide it for  the record.

(The information follows:)
Cost of  operating MAAG France compared wi th amount of currency contr ibuted  

for fiscal year 1970
Tota l MAAG cost (including pay and  allo wance s)________________ $355,000
Currency contribu ted by Government of Fra nce____________________ —94, 000

Cost not recovered through  contribu ted cur rency-------------------  261, 000
General Warren. When they do that though in France, or these 

other countries, Mr. Chairman, we have to put  the same amount of 
money—we have to cancel from our bank account of  g rant funds the 
same amount in American dollars and leave them in the Treasury tha t 
France provides in her local currencies.

Mr. Passman. But  you leave them in our Treasury ?
General Warren. Yes, sir.
Mr. P assman. They don’t resolve to the benefit of France?
General Warren. That is righ t, sir.

NEED FOR MI LITA RY  ASSISTA NCE  ADVISORY GROUPS

Mr. P assman. The only point I am try ing to make is, in France, so 
as to have thei r people exposed to our military personnel, they are 
willing to pick up the expense of mainta ining the MAAG forces up 
to, I believe, a million francs a year.

General Warren. Yes.
Mr. Passman. I  make that  statement because a t one time—I don’t 

know how many years ago—-one of our ambassadors wanted to abol­
ish the MAAG staff and place it under State. You may have heard 
something about that.

General Warren. Yes, sir.
Mr. Passman. As long as we could mainta in the MAAG staff and 

have the military people there we, to my way of thinking, should 
mainta in it because we still have in excess of $1 billion worth of mili­
tary equipment that  is either being used by or under the Fren ch; 
is that correct ?

General Warren. Yes, sir.
Mr. P assman, And I would assume the military people would know 

more about whether or not this milita ry equipment is being proper ly 
cared for than possibly the  civilian components of the operation?

General Warren. That is correc t; yes, sir.
Mr. Passman. I think we are making a contribu tion by pointing 

this out because I don’t know whether they realize tha t we have a 
billion dollars worth of equipment that  must be checked regularly  as 
to whether it is properly used or whether or not they are discarding 
it, and tha t when it is discarded it comes back as our property.

General Warren. Yes, sir.
Mr. P assman. And, of course, they are also making sales from this 

store of equipment, are they not ?
General Warren. Without U.S. approval, they couldn't.
Mr. Passman. I  wouldn’t think they would do anything  without U.S. 

approval. 1 am talking about our personnel. We would like to  have 
the whole story.

General Warren. The Defense Department and the Unified Com­
manders feel tha t retention of those MAAG’s, even though they are
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reduced way down, is extremely important. In  Denmark it is as you 
mentioned with France. The Danes pay the cost of  all the overhead 
and transpor tation and they want to keep the MAAG there.

There have been proposals, still under study, to do away with them 
in five of the Western European countries. No final decision has been 
made. I  favor  retaining  them for the same reasons you mention. 

MILITAR Y ASS ISTANCE TR AINING

Mr. P assman. General, you indicate it will cost $37,529,000 to train  
8,632 trainees in fiscal 1971 and $38,157,000 to tra in 7,736 t rainees in 
fiscal year 1972. Could you explain this increased cost when the num­
ber of trainees has been reduced by about 900 in fiscal year 1972 ?

General Warren. Pa rt of it  is increases in pay to our overhead 
people involved in the tra inin g program. T hat  does not account for all 
the increases because there are also increases in the costs of many items.

There is one other factor. The cost of our various training courses 
has increased markedly  but these costs are not directly related to the  number of students attending a course.

As a mat ter of information,  we are selling more training than  
we are giving away under the gran t program. Our 1971 sales tra ining 
is $12 million more than the gra nt and our 1972 is $21 million more, 
Some of the courses, such as p ilot train ing,  cost a hundred thousand 
dollars roughly, per individual, while others are less expensive.

Mr. Passman. On balance, this program is about the same, isn’t 
it, year in and year out? So many pilots, so many tank operators, so many riflemen.

General Warren. It  has been running  about that  way.
There are a lot of problems I  won’t go into on pilot train ing. We 

don't have enough capability to tra in all t ha t we want in the  United 
States, but we are trying to work in some of them.

There are o ther factors I would be pleased to  provide to the  record 
as to the reason for  this increase in cost.

Mr. Passman. I wish you would because, after all, you have re­
duced the number of trainees by 900 and yet you have an increase. Give us some information.

It  seems you have the same courses tha t you have had in the past. 
Perhaps there has been a tremendous increase in pilots  for special­
ized t raining where there is some justification. Please put it into the record, General.

(The  informat ion follows:)
INCREASED COST OF TRAIN ING

The other factors  which caused the increase in training cost for fiscal year 1972 a re as follows :
a. Higher  course costs.
Examples: Cost of training by the  Air Force for A -l  airc raf t pilots increased from $34,(560 to $41,700 and F-5 pilot training from $39,360 to $45,200; Navy train ing for TA4J pilots increased from $64,980 to $71,840, and for construction electricians from $260 to $460; and Army training for USD helicopter pilot train ing increased from $3,070 to $3,790 and for ground control radar repair $2,150 to $3,120.
b. An increase in living allowances for the first time in 11 years, is reflected for the first time in th e fiscal year  1972 program.
c. ----------

Mr. Passman. Place in the record a table summarizing your t rai n­
ing program which appears on page 11 of your justifications.

(The inform ation follows:)
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GAO REPORT ON MAP  TR AI NI NG

Mr. P assman. The General Accounting OfHce has made some serious statements concerning the operation of the military assistance tra ining programs. I shall read this into the record and I  thin k it is only fai r tha t you have an opportunity to respond for the record. You may want to elaborate on it later. The GAO report states the following:
( a ) Some training  was not necessary or not of high priority.
( b ) Some training was related to equipment not on hand.(c) There was inadequate consideration by the U.S. resident military advisers of the recipient countries’ capabilities to provide train ing from their own resources.
(d) No formal efforts have been made to correlate milita ry assistance training programs with other U.S. Government programs such as English language training.
(e) Trainees are not screened and tested enough ahead of time to insure tha t a sufficient number are available  to attend a scheduled course. Therefore, some courses have been canceled or deferred.
(/)  Some trainees were not able to comprehend English well enough to attend certain courses.
Are these valid complaints made agains t the tra ining program by GAO? Have any efforts been made on the part of the Department of Defense to correct the training program deficiencies? I think it is only fa ir tha t you respond point  by point and put it in the record.General Warren. Very well, sir. May I  make a general statement?Mr. Passman. We would like you to.
General Warren. That group  went out at the request of  the Cha ir­man of the Senate Foreign Relations  Committee. Defense was not given a chance to look at the repo rt except some time back when GAO representatives asked us about what portions were classified. We re­ceived it just last week for review. With out going in to detail, the en­tire report seems dedicated to digging up unfortunate and uncommon things.
Many of  the allegations are incorrect or misleading. Some of them, they arc correct insofar as they go. For instance, one of the remarks was, “You are  training people in country X  to fly twin-engine ai rcraft  and it doesn’t have any”.
That is an irresponsible comment on the  part of GAO. The reason we were tra inin g them is tha t we were about to give them twin-engine airplanes,  which they now have. Tha t is an example of a misleading remark.
The points you made, sir, on the individuals  who were not properly screened coming here for training , relates, in part , to whetner they can pass an English language test and cer tain other tests. Foreign stu­dents are not necessarily required to pass the same English tests or other tests th at our people must pass. We have the authority  to waive tests. In  one group tha t GAO criticised, there were about 12 men; each took the course, did well, and graduated. I won’t waste f urther  time on comment, bu t I would be happy to put in the record a more detailed answer.
That report seems to have been s lanted to cut at the program, to tear  it down. The report is full of inconsistencies and ill-advised comments.
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We are unable to provide a complete response to the report at this 
time. The GAO report in question was received in the Department of 
Defense on March 5,1971, and is being staffed through all agencies in­
volved in milit ary assistance training programs in all 10 countries. 
Upon completion of our detailed review of the report , we will provide 
a separate response to you.

COLLUSION BETWEEN MILITARY AND INDUSTRY

Mr. Passman. Thank you, General Warren. This charge has been 
made. I have been reluctant to ever ask th is question. I  never want to 
commit an offense, bu t it may be quite  apropos to ask this question, 
inasmuch as you have heard it a thousand times. Is there any collusion 
between the mili tary  and manufacturers of military equipment, “You 
scratch my back and I ’ll scratch yours. If  we can keep a large  mil itary  
organization, there is always room for promotion enlargement. Of 
course then we have to buy your equipment.” I s there any such trend 
tha t you know about, implied or otherwise, between other nat ions and 
manufacturers  to keep this thin g going, from a profit promotion 
standpoint.

Air. Long. Heaven forbid.
General Warren. Sir, I believe you also mentioned “ * * * o f other 

nations * * *” perhaps in the case of France and the United Kin g­
dom. Their policy is entirely different than ours, and is grea tly profit 
motivated. By selling in other countries, they are able to set up and 
maintain close relations  and squeeze out the United States or other 
countries. Latin America is an excellent example.

Domestically your comments are probably correct in some indi­
vidual cases, where individuals with no part icular scruples in the 
service have done thin gs they shouldn’t, but I would always regard 
those as isolated cases.

Mr. P assman. The exception and not the rule.
General Warren. The officers that I know well in the  procurement  

business—and tha t is where most of it  is—are jus t as honest and  dedi­
cated as anyone I know.

Mr. P assman. I subscribe to tha t fully and I just  wanted a state ­
ment on it because we have heard the charge made, and I am glad 
tha t you were so forthrig ht on the subject.

(Discussion off the record.)

F oreign Military Sales

Mr. Passman. I s it not true tha t you p lan to have a to tal foreign 
military sales prog ram in fiscal year 1972 of $2,145,600,000?

General Warren. Yes, sir.
Mr. Passman. Would you please break down tha t total  into the 

cash sales and credit sales ?
General W arren. The breakdown of the estimated total fiscal year 

1972 foreign mili tary  sales program of $2,145,600,000 is as follows:
C a s h ___  ____________________ $1,563,600,000
Credit __________________________ 582,000,000
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COMMERC IAL SALES

Mr.  P  assman. In  addi tio n to  th is  large  am ount fo r forei gn  m ili ­
ta ry  sa les, you  ind ica te th at  $564,GOO,000 will  be p rovid ed  in com mer­
cial sales. Ple ase  exp lai n th is  item ?

Gener al W arren. Total  U .S. m ili ta ry  export s are  brok en d own int o 
two ca tego rie s:

(а ) Fo re ign mili ta ry  sales are  those sales  made by the U.S. 
Go vernm ent to  forei gn  governm ents on a governm ent-to -go v­
ern men t basis.

(б)  Com mercia l sales  are  sales of  defe nse art icles or  serv ices  
made by U.S . firms direc tly  to forei gn  governments .

In  th e case of  a  commercial  sale th e U.S . firm involved mu st ap ply 
fo r an  ex po rt license if  the  item to be expo rte d is ter me d an art icl e 
unde r the In te rn at io na l Traff ic in Ar ms  Re gulat ion  publi shed  by the  
Office of  Munitio ns  Co ntrol,  St at e De pa rtm en t, and, of  course, the  
ap prov al  of  such a license by the  Office o f Mu nit ion s Control is neces­
sary. We  do es tim ate  fo r fiscal ye ar  1972 commercial sales  del iveries  
am ou nt ing  to ap prox im ately  $56-1.6 mil lion . FM S sales orders on a 
governm ent-to -go vernm ent bas is are  es tim ate d at  $2,145,600,000. 
(E sti mates  fo r com mercia l sales  orde rs  a re no t ava ilable .)

FIS CA L YEAR 1972  FOR EIG N MILITAR Y SALES CREDIT PROGRAM

Mr. P assman. T his com mit tee  dea ls wi th the  c redi t sales po rti on  of of  the prog ram which  is es tim ate d to  be $582 mi llio n in  fiscal year  
1972, of  wh ich  $510 mi llio n is be ing  reques ted  for ap pr op riat io n;  
is th at  corr ec t ?

Gener al W arren. T hat  is correct. We  are  req uesting  a to ta l FM S 
cre di t prog ram in the am ount of  $582 mi llio n in fiscal ye ar  1972 and 
we are  req uesting  an ap pr op riat io n of  $510 mi llion. We  plan  to 
uti lize the  $510 mi llio n in the  fol low ing  man ne r: $486 mi llio n for 
di rect  DO D cred its  plu s $24 mi llion  to  gu aran tee an an tic ipated  $96 
mil lion  of pr ivat e f ina ncing  th at  we hope to  obta in.

REV IEW  AND  APPROVAL OF FOREIGN MI LITA RY  CAS H SALES

Mr.  P assman . Gener al,  do  you ge t i nvo lved in t he  cash sales p or tio n 
of  t he  p rogram  in or de r to pro vid e some so rt of  contro l ? I f  so, please 
expla in wh at d uti es yo u perf orm.

Gener al W arren. My office is ac tively  involv ed in t he  rev iew and ap ­
proval  of cash sale s m ade  und er  th e au th or ity  o f the Fo re ign M ili ta ry  
Sales Act. Tog ethe r with  the S ta te  De pa rtm en t we have es tab lished  an d 
perio dic ally review the instr uc tio ns  issued to our MAA G’s and othe r 
mili ta ry  m issions ab road  concer nin g purch ase  reques ts ma de bv coun­
tri es  f or  sa le of defe nse  art icles and serv ices  on a governm ent-to -go v­
ern me nt basis . For example, we have instr uc ted ou r MAA G’s in fo r­
eign cou ntr ies  as well as the  forei gn  m ili ta ry  att aches in embassies 
her e in W ashing ton th at  all reques ts, bo th fo r cash and cre di t sales,  
fro m less-developed cou ntr ies  be cha nneled in iti al ly  to  ou r St ate 
De pa rtm en t.

The State po lit ico -m ili tar y affairs, co un try  desk  and reg ion al staf fs 
at St ate c areful ly  rev iew the request,  I f  app rov ed . State sends it to  my  
office where  we may  consul t with  a nu mb er o f offices and  agen cies  with in
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Defense, depending on the nature of the item. F or exam ple: we might 
ask the J CS  views on the military aspects of the  countries acquisition 
of the ite m; we consult with the materiel acquisition staff in the Assist­
ant Secretary for Insta llations and Logistics if the item is in critical 
supply for U.S. fo rces; and, we consult with our own regional affairs 
offices in ISA.

If  one of the Military Departments receives a request for a sales let­
ter  of offer direc t from a less-developed country, they do not act on 
it. In accordance with procedures issued by us, the mili tary  depart­
ments forward it  to my office for the  Sta te and Defense review process 
described above.

We give the Mil itary Departmen t approval auth ority  fo r some cate­
gories of cash sales to developed countries. An example is r epa ir p arts  
for major weapons systems previously sold to the country.

REPAYMENTS OF CREDIT EXTENDED UNDER TI IE  FMS ACT

Mr. Passman. When the funds are paid back to the United States 
from those credit sales, doesn’t that money return to the U.S. Treasury 
with the inte rest ?

General Warren. T ha t is correct. All repayments  of principa l and 
interes t made by countries who have received cred it extended under 
authority of the Foreign Mili tary Sales Act are returned to the U.S. 
Treasury without exception.

TERMS OF SALES

Mr. P assman. Wh at are the present average terms of these credit 
sales ?

General Warren. We have concluded one credit arrangement  with 
fiscal year 1971 funds appropriated  to use under the Foreign  M ilitary  
Sales Act. This arrangement was concluded in March 1971 for $15 
million at 5% percent interest, which was then prevail ing rate of cost 
of money to the U.S. Government, and with a 10-year repayment term. 
Wo expect tha t all remaining arrangements to be concluded will be at 
effective rates of  in terest charged to the borrower, of not less than the 
prevailing  cost of money to the U.S . Government and t ha t the repay­
ment time will be between 5 and 10 years.

Mr. Passman. Th is program used to operate on a revolving fund 
basis but that  fund has now been abolished, is that correct ?

General Warren. That is correct, Mr. Chairman. The revolving 
fund , fo r purposes of new obligations, was abolished on Ju ne 30,1968, 
and is now in the process of being liquidated.

FMS TRUST FUND

Mr. Passman. General, would you please explain the foreign mili­
tary sales tru st fund  for which there is a budget item of  $850 million 
in contract  authori ty for  fiscal year 1972 ?

General Warren. The Fore ign Mil itary  Sales Trust Fun d consists of 
U.S. Treasury accounts established for the Milita ry Departments to 
accept collections received from foreign countries covering cash sales 
made under sections 21 and 22 of the Foreign M ilitary  Sales Act. The
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funds deposited into  the FMS tru st fund accounts are used to pay the 
Milit ary Departments for sales of defense a rticles and services.

Mr. P assman. Wh at part does this tru st fund  play in your overall 
operation ?

General Warren. The tru st fund is an account whereby we separately 
identi fy cash collected by us from foreign countries for foreign mili ­
tary sales under sections 21 and 22 of the Foreign Milita ry Sales Act. 
These cash sales represent  the great bulk of our foreign mili tary  sales 
business. During the 3-year period fiscal years 1968-70, cash sales 
totaled $3,151 million, compared with credit sales of $615 million dur­
ing the same period.

PRIV ATE  FI NANCIN G

Mr. P assman. You indicate th at only $96 million of the  cred it sales 
program in fiscal year  1972 is go ing to be privately financed. Don’t 
you think it would be possible to encourage a greater participat ion by 
the priva te sector ?

General Warren. Yes; we do hope to encourage private banks for 
greater part icipa tion in financing these credits for foreign  military 
sales. We are now receiving greater signs of interes t from the  pr ivate 
banking sector than  in the past and we will make every effort to re­
duce the direct use of appropriated  funds by using the  guarantee a u­
thority .

ILL USTRATIVE  PROGRAM

Mr. P assman. You indicate some countries may be dropped  from 
the credit sales program and new countries added before the fiscal 
year 1972 p rogram is complete, I  assume this program like the  MAP 
program is illustrative, is that correct ?

General Warren. Yes, sir.
Mr. Passman. Even though  the program is illustrative,  I assume 

you still t ry to come up with a firm plan for each year, is tha t correct ?
General Warren. Yes; we consider it illust rative because there may 

bo changes made by additions  or deletions in a country ’s program be­
tween the time we prepare the Foreign Mili tary  Sales Congressional 
Presen tation Document and the time a credit arrangement  is actually 
concluded with a country. We do attempt  to  have a firm credi t plan 
with each country as early as possible during each fiscal year.

CREDIT SALES TO ISRAEL

Mr. Passman. I  note tha t out of the $510 million NOA request for
fiscal year 1972, you are requesting-------- for Israel. Would you please
tell us the amount of credit sales proposed to be extended to Is rael for 
fiscal year 1970, fiscal year 1971 and fiscal year 1972 if the present 
situation continues and could you also tell the committee what amount 
of credit sales will be extended to Israe l in future  years ?

General Warren. In  fiscal year  1970, we ex tended --------of  credit
for sales to Israel  under  continuing  resolution authority (CRA ) of the 
FMS Act. In  fiscal year 1971, we have extended $500 million credit fo r 
sales under section 501 of the Mili tary Procurement Act. We now p lan
on extending-------- of cred it for sales to Israel in fiscal year 1972. We
cannot accurately estimate how much credi t will be required for I srael
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beyond fiscal year  1972 since it depends on the future course of events 
in the Middle East.

Air. Passman. W hat are the credit terms of the sales extended to 
Is rael?

(The informat ion was submitted to the committee.)
Mr. Passman. Why did you find i t necessary to  set up a separate 

account for  cred it sales to Israel last year and this year you included 
the request under the regular program account ?

General Warren. Mr. Chairman, you may recall t ha t during fiscal 
year 1970, although no regula r FMS credit legislation was enacted, 
we were able to conclude an FMS credit agreement with I srael  fo r $30 
million under continuing resolution authority (CRA) before that 
authority expired on 28 Jan uar y 1970. As you know, author izing 
legislation for fiscal year 1970 and fiscal year 1971 credit sales re­
mained in join t Senate-House conference for an inordinate length of 
time because of certain proposed amendments not related  to the FMS 
Act. During fiscal year 1970, when we had no regular FMS credit 
appropriations and during the first 6 months of fiscal year  1971 when 
the prospects of FMS credi t legislation appeared most uncertain, 
Israel’s orders for U.S. defense equipment mounted very rapidly .

Continued large scale shipments of milit ary equipment by the 
Soviet Union to some of the belligerents in the Middle East and the 
build up of the surface- to-air missile complex in the cease-fire zone 
of the Suez Canal in disregard of the cease-fire agreement necessitated 
our provid ing Israe l with the defense equipment to mainta in her de­
fense capability and a mil itary  balance in th at area. In the absence of 
FATS credit we were compelled to  request payment from Israel on a 
cash basis. Unless we provided some form of additional credit, Israel  
would have been faced with a grave financial situat ion and might 
have been forced to  defau lt on $430 million of payments due during 
fiscal year 1971. I f th is had occurred, the Alili tary Departments might 
not have been reimbursed for many millions  of dollars in costs already 
then incurred, ongoing contracts would have been canceled a t consid­
erable cost, and Israel might not have received equipment it expected 
and urgently required. Use of section 501 (the Jackson amendment) 
of the Alilitary Procurement Act authorization and $500 million ap­
propr iation  subsequently enacted averted a very chaotic situation. 
With the press of time now less urgent, we propose to regularize our 
FA1S program for Israel by including the anticipated Israe li credit 
requests for fiscal year 1972 in the regular FAIS credit program.

OPERATION UNDER CON TINU ING RESOLUTION

Air. Passman. Since the credit sales program was not funded in 
fiscal year 1970 due to the lateness of the authorizing legislation, you 
were forced to operate under a continuing  resolution. What funds were 
available to this program in fiscal year 1970?

General Warren. You are correct, Air. Chairman, tha t the credit 
sales program was not regularly funded in fiscal year 1970 and tha t 
we were forced to operate under a continuing resolution authority ; 
$269 million was received in appropr iations for the fiscal year 1969 for 
carry ing out the Foreign  Mili tary Sales Act. Under continuing  reso-
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lution authority  during fiscal year 1970 we were able to conclude $70 million of credit agreements before the expira tion of the continuing resolution authority on Jan uary *28, 1970.

PROGRAM FOR CH IL E

Mr. P assman. I notice you propose to extend a cred it sales program to Chile for fiscal years 1971 and 1972. Why are we provid ing credit to a country with a Marxist government in power?
General Warren. It  is true  that  we have included Chile in ourillust rative credit sales program for fiscal years 1971 and 1972.--------.

FORCE MO DERNIZA TIO N

Mr. Passman. I note in a number of La tin American countries you list that  credit or cash sales are being provided for “force moderniza­tion” with no specific items mentioned. Would you explain this  item?General Warren. Many of the L atin  American countries have very old equipment in their  inventory. For the  most part , this equipment is obsolescent and very expensive to maintain and operate.
Examples  of these obsolescent items are : C-47 tran spo rt airc raft,  T-6  t rain er airc raft , F-86 fighter airc raft , L-20 observation airc raft,  tracked and wheeled vehicles tha t are over 15 years old, and World War I I  vintage  small arms and arti llery pieces. I t is na tura l tha t the Latin American countries desire and  require a modest amount of mod­ern defense weapons.

AD MINIS TRAT IVE EX PENSES

Mr. Passman. Are the admin istrative expenses for these sales pro­grams administered under the mil itary  assistance item ?
General Warren. Mr. Chairman, you are correct tha t the cost of admin istering the Depar tment  of Defense sales p rogram at the U.S. seat of Government as well as the cost of sales administration per­formed by our MAAG’s and missions in foreign countries are paid for by MAP funds. There are also some administ rative expenses directly connected with each foreign milit ary sales case; to  cover these direc t administra tive expenses, we add a 2-percent administrative charge to the sales case. This administrative charge is to cover the expenses of such things as preparing letters of offer, actual procurement of the item, perfo rming inspection and qual ity control of the item on the pro­duction line, and other direct expenses associated with a specific sales case.

F iscal Year 1972 Program for East Asia and Pacific

Mr. Passman. What countries beside Cambodia are supplying troops  to assist with the war in Vietnam ?
General Warren. Sir, the following countries are presently  provid­ing t roop support to the Republic of Vie tnam : Australia, Republic of Korea. New Zealand, and Thai land.
Mr. Passman. I  assume, because of the large allocation of funds to this  region you attach a great  deal of importance to this area of the world in the effort to combat communist aggression, is th at correct?General "Warren. Yes.
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COST CATEGORIES

Mr.  P assman. Wou ld you  fu rn ish fo r th e rec ord  a tab le  sho wing 
the  perce nta ge  an d the am ount of  the $501,100,000 wh ich  is plan ne d 
to be allocate d in fiscal ye ar  1972 fo r op era tio n, inv estme nt,  and 
trai ni ng  in thi s are a ?

Gener al Warren . Th e fol low ing  table prov ide s th at in fo rm at io n: 
[Dollar amoun ts in thousan ds]

Typ e of co st Amo unt Per cen t

Operating.......................................................................................................................................... $319,951  64
Investment....................................................................................................................   167,213 33
Tra ini ng ............................................................................................................................................  13,9 36 3

To tal ...................................................................................................................................... 501,100 100

IN VE ST MEN T COSTS

Mr. P assman. I  note th at only 33 pe rcen t of  th e fiscal ye ar  1972 
allo cat ion s is prog ramed  fo r inv est me nt in th is  reg ion .

I  know  th is  is an  imp rov em ent over las t yea r’s estim ate , bu t don’t you  
th in k th is is a sm all am ount fo r new  equ ipm ent ?

Gener al W arren. Yes  I  do, an d it  po ints up  the fa ct  th a t we mu st 
con tinu e to a llocat e a d isprop or tio na te ly  high  perce nta ge  of  to ta l f un ds  
to  op erat ing an d ma intenance costs me rely t o maintain th e statics quo. 
Th e pictu re  has impro ved som ewhat ove r las t ye ar ’s est imate  because 
the  supp lem ental  a pp ro pr ia tion  for  fiscal ye ar  1971 m ade  i t possible to 
in iti ate a force mo derniza tio n pr og ram fo r the Re public of  Korea .

U. S.  TROOP RE DUCTION

Mr. P assman . Y ou i nd ica te in yo ur  ju sti fic ati ons t ha t U .S.  m ili ta ry  
presence  is  be ing  reduced in  S ou th  K orea , Ja pan , the Ph ili pp ines  a nd  
Th ai land . Could  you tel l the com mit tee how ma ny tro op s have been 
wi thdraw n f rom each o f these  countr ies  th is pa st  y ear ?

Gener al W arren. A ft er  re fe rr in g to  U.S . red uctions  in Vietn am  
and the 20,690 re duction  i n Ko rea , t he  Pre side nt  ind ica ted  the  fol low ­
ing  in  his  recen t fore ign  po licy  r ep o rt : “Els ewher e in As ia we cut back 
ou r forc es t o reflect our declinin g invo lvem ent  in  V iet nam an d the in ­
creased c apab ili tie s o f o ur  all ies. Troop red uctions an d base  consol ida ­
tio ns  by th is  Ju ly  will  low er the  U.S . presence  by  some 12,000 in 
Ja pan , 5,000 in  Ok ina wa , 16,000 in Th ai land , an d 9,000 in the 
Ph ili pp in es .”

Mr . P assman. W ha t plan s are now bein g develop ed fo r fu tu re  U .S.  
tro op  with dr aw al  in th is  are a ?

Gener al W arren. I n  keeping wi th  th e Nix on Do ctr ine  we will  con ­
tinuously evalu ate  the req uir em ent fo r U.S. dep loyments  in  lig ht  of 
the th re at s an d th e ab ili ty  of  ou r alli es to assum e an  incre as ing sha re 
of the respon sib ili ty  fo r t hei r defense.

CO MMUN IST INSU RG EN CY  MOVEM ENTS

Mr.  P assman. H ow ser ious is th e Co mm unist -in spire d insurg ency 
mov ement in  B ur ma, Ma laysia . Indo nesia  a nd  th e Ph ili pp ines ?
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General Warren. With respect to Burma-----

Malaysia
The Communist-inspired movement in Malaysia poses a serious po­tent ial thre at in both West and Eas t Malaysia, b ut most particula rly 

by the Communist T erro rist Organization (CTO) in W est Malaysia.
I t is based in southern Thailand from which incursions are made into Malaysian terr itory across the Thai-Malay border.

The t hreat to internal security from the CTO and SCO is presently under control due to the fairly effective security for ces-------- .
With respect to  Indonesia,  tha t count ry’s stability is not presently 

threatened by Communist-inspired insurgency. The only active Com­munist  insurgent movement in Indonesia is along the Sarawak/West 
Kalim antan  border. -------- insurgents, mostly ethnic Chinese, pr i­marily  direct th eir efforts agains t the East Malaysian state of Sarawak.  Periodic  clashes with Indonesian military forces, however, do occur as a resu lt of Indonesian  Army counterinsurgency operations  designed to 
eliminate the insurgent base areas and force them across the Saraw ak bo rder --------.

In the Philippines , Communist-inspired insurgency is presently con­trollab le but the potential is high, given the count ry’s deep-seated social and economic discontent.-------- .

CO UN TR IES  WHE RE  U. S.  TROOPS ARE BASED

Mr. Passman. Would you please indicate which countries in the entire  East Asia and Pacific region, no ma tter if they receive mil itary  assistance or not, have U.S. troops based with in their borders?
General Warren. We have major combat forces based in Korea, Jap an, Okinawa, Philippines , Taiwan, Thailand, and South Vietnam. In  some other E ast  Asian countries we have small numbers of mili tary  

personnel assigned to a variety of noncombat  activities. For example, there are attaches, personnel performing military asistance-related  ac­tivities , and technically oriented activities.

BUR MA

Mr. Passman. Why does Burma maintain a nonalined position with respect to her  foreign policy ?
General Warren. Communist China which shares a 1,400 mile border  with Burma has always been the key facto r in the determ i­nation  of Burmese foreign policy and the GUB has adhered to a position of nonalinement largely  because it  has believed tha t policy provides Burma with the best chance of main taining its independ­ence o f this powerful neighbor. The Burmese have not altered this  basic analysis of the ir situa tion even though since 1967 Communist China has increased its support for Communist rebels within Burma.  Thi s rebel activity does not threa ten the stabi lity of the Burmese 

Government and the Burmese leaders realize tha t the Chinese are

6 0 -2 0 8 — 71 — pt . 1- -9
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capable of a much grea ter effort in Burma. Fo r this reason the Bur­
mese Government does not wish to do anything tha t could possibly 
provoke Peking and result in more difficult security problems within 
Burma. In  addit ion to maintaining its nonalined position, the Bur ­
mese Government during the past 2 years have made efforts to improve 
its relations with China and it has had some success. Rangoon and 
Peking have recently exchanged ambassadors for the first time since 
1967 and for over 6 months the Chinese have refra ined from broad­
casts denouncing the Burmese Government.

Mr. Passman. --------or is she try ing  to stop it at all ?
General W arren. ------- .
Mr. P assman. I not ice th a t--------
General Warren. ------- .

REGIONAL COSTS

Mr. Passman. You list $76,000 for  “Regional Costs” in fiscal 
year 1972. Would you please tell the committee what these costs 
include ?

General Warren. The $76,000 for  “Regional Costs” is to  support 
the personnel of  subordina te military commands who administer the 
training program in the East  Asia area. Included are such costs as 
salaries, allowance, and temporary duty travel.

RED UCT ION IN  EAST ASIA REGIONAL COSTS

Mr. Passman. H ow were you able to reduce these costs from $590,000 
in fiscal year 1970 to $76,000 in fiscal year 1972 ?

General Warren. In fiscal year 1970, $500,000 of the $590,000 was for 
requirements financed with MAP reimbursements generated from the 
disposal sale of MAP excess materiel in the East Asia area. Since 
fiscal year 1970, such requirements have been reflected in appropriate 
country programs without regard to the  geographical source of MAP 
reimbursements. The remaining $90,000 was for civilian salaries, al­
lowances, and tem porary duty  travel  of U.S. personnel in Pacific  com­
mands who administer the E ast  Asia tra ining program. This has been 
reduced to $76,000 for fiscal year 1972.

Cambodia

Mr. Passman. The first country with a materia l program is Cam­
bodia, for which the fiscal year 1972 estimate i s --------which is an
--------the fiscal year 1971 program.

Is it not t rue tha t the funds requested fo r Cambodia are  needed to  
fur the r the Vietnamization program ?

General Warren. There is a close relationship. The funds are es­
sential if the Khmer forces are to continue to resist NVA /VC aggres­
sion. Such resistance ties down large numbers of NVA /VC forces 
which could otherwise lie deployed to South Vietnam.

WI THDR AW AL  OF U. S.  FORCES

Mr. Passman. Hopefully these funds will allow the  United  States to 
withdraw it s troops at a faster rate, is th at correct ?
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Gener al W arren. I t  is expected th a t the se fund s will ena ble  the  
Kh mer  forc es to  imp rov e th ei r ab ili ty  to res ist  NV A/V C forces. Th e 
cu rren t an d proje cte d ca pa bi lit y of  th e Khm er  forces represen t one 
factor  wh ich  may be co nsidered in de term in ing the ra te  of with draw al  
of  U.S . Forc es f rom Southe as t Asia.

UTIL IZATION OF MAP EQUIP ME NT BY CAMBODIAN FORCES

Mr. P assman. Th e M AP prog ram to  Cambodia was  resumed last 
Spr in g at  a level  of $8,900,000 and in fiscal ye ar  1972 you es tim ate  a 
pr og ram  o f ---------.

Th is  is a lar ge  jum p, do you  fee l the C am bodia n forces can ef fect ively 
use th is  larg e am ount o f m ili ta ry  assi stance  ?

Gener al W arren. W hi le  l arge  in com parison  t o m ili ta ry  ass ista nce
fo r countr ies  no t a t w ar,  th e ---------wi ll pro vid e only a m odera te level
of  sup po rt cons ide ring t hat the Kh mer  R epub lic  is  expec ted  to hav e a 
force of  ove r 200?000 men  engag ed in  ac tive hosti liti es.  Ov er 70 pe r­
cen t o f the mate rie l consists of  am mu nit ion  a nd  sp are pa rts . Th e new 
end  item s con sist  of m oto r vehicles  and r ela tiv ely  lig ht , un soph ist ica ted  
mili ta ry  items. Th e proje cte d de livery  o f t hese items  w ill be ge are d to 
the an tic ipated  c apab ili tie s o f t he  K hm er  forces. Su bjec t to the un ce r­
ta in tie s inhe rent  in  an y com bat  s itu at ion,  i t is believed  t ha t the arm ed 
forces  o f the  Khm er  Re publi c nee d an d can  use effec tively all  of the  
mili ta ry  assistance  re que sted fo r fiscal y ea r 1972.

QUAL IFIED GKR PERSONNEL

Mr.  P assman. I  rea lize most  of the  fund s are to be used  to pro vid e 
am mu nit ion  an d rifle s bu t some ai rc ra ft  and ships  will also be pr o­
vided. Do the y have qua lified people to fly thes e pla nes an d pilot the  
sh ips  and  pro bab ly most im po rta nt  to keep the  equipm ent in wo rking  
con dit ion  ?

Gen era l W arren. Th e Khm er  forces hav e a smal l cad re of  fa irl y 
w’ell qualified per son nel  bu t they  do not pre sentl y have enough to 
su pp or t ade quate ly all  th e item s in the  fiscal year  1972 program . 
However , extens ive  t ra in in g is taki ng  plac e and it is an tic ipated  that  
eno ugh  ski lled  per son nel  will  be avail able to  opera te and  maintain 
the  rel ative ly unsoph ist ica ted  ai rc ra ft  an d small craf t by the tim e 
the y a re received .

Mr.  P assman. Do you feel the Camb odian  arm ed forces can  stop 
the  Comm unist  agg ression?

General W arren. One he ar tening  aspect of  the  wa r in Cam bod ia is 
th e coo peratio n which has developed betw een the  So uth Vie tnamese 
and the  Cambod ians. W ith AR VN  and othe r su pp or t, the  Camb odian  
arm ed forces have been able  to  g enera lly  main ta in  con trol of  the  area 
which  th ey held pr io r to t he  d ry  season. Th e effec tiveness o f the  Ca m­
bodia n arm ed forces has  increased fro m a ra th er  low begin nin g in 
Ma rch  1970 to the  point whe re they  pla yed an im po rta nt  pa rt  in 
cle ari ng  Rou te 4 in Ja nuar y  th is  ye ar  and are  cu rre nt ly  ho ld ing 
th ei r own in several  a reas of  the  country.

W ith  con tinued  U.S . M AP  su pp or t and South  Vie tnam ese com bat  
supp or t, I feel th at  th e Camb odians will  general ly be able  t o pre vent 
fu rt her  Comm unist gain s. Much, ho wever, dep end s on where in So ut h­
east Asia  the Co mm unists concen tra te thei r effo rts.
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EXTERNAL MILITARY SUPPOR T FOR CAMBODIA

Mr. Passman. Y ou state in your justifications that  Cambodia wi ll 
only need limited external  military support if the funds for MAP 
are provided. Who will provide this external  support and what type 
of support will be provided ?

General Warren. As the President s tated in his report to the Con­
gress on February 25, 1971, “The South Vietnamese, at Cambodia’s 
request, continued to sweep the sanctuary areas, conduct ground op­
eratio ns in sup port of Cambodian forces, and provide air  and logistic 
supp ort and training.” As the forces of the Khmer Republic improve 
it is anticipated tha t there will be a gradual reduction in the need 
for direct South Vietnamese m ilitary support o f the  Khmer Republic.

DIRECTOR OF MAP-CAMBOD IA

Mr. P assman. Who is direct ing the field administration  of the 
MAP program in Cambodia ?

General Warren. A U.S. Milita ry Equipment Delivery Team was 
established on 31 January 1971 to supervise and aud it the delivery of 
MAP equipment to Cambodia. The Chief of the MEDT directs the 
field adminis tration of the MAP program in Cambodia under the 
supervision of the U.S. Ambassador to that country.

Mr. Passman. D ocs the U.S. have advisers in Cambodia to direct  
the MAP training program ?

General Warren. No. The U.S. does not have tra ining advisors in 
Cambodia.

U. S.  MILITAR Y PERS ON NE L IN  CAMBODIA

Mr. Passman. Do we have any U.S. personnel in Cambodia a t th is 
time?

General Warren. Yes, a forward element of 16 personnel from the 
Mili tary Equipment Delivery Team is located in Phnom Penh.

EXCESS DEFENSE ART ICLES FOR CAMBODIA

Air. P assman. I  note you plan to pro vide-------- in excess equipment
to Cambodia in  addition to the regular MAP program request. What 
type of defense articles will be supplied ?

General Warren. The current best estimate of types of excess ar ­
ticles which will become available to meet Cambodia's requirements 
in fiscal year 1972 include motor vehicles, machineguns, mortars,  
ordnance equipment, and miscellaneous other supplies.

FU TU RE  MA P FOR CAMBODIA

Mr. P assman. I notice in the force da ta table that Cambodia units
in being a re --------. I  assume tha t the MAP program will be needed
in futu re years to help supply --------. Do you have any estimates
on futur e year MAP program levels ?

General Warren. We do not  yet have estimates beyond fiscal year 
1972. The recently organized Military Equip ment  Delivery Team 
(ME DT) has been requested to prepa re such estimates. However,
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the MEDT is giving first prio rity to providing  supplies to Khmer forces engaged in combat and it is not certain  when the MEDT will be able to submit meaningful estimates for beyond fiscal year 1972.Mr. Passman. Does anyone else provide military assistance to Cambodia ?
General Warren. The South Vietnamese have provided substan tial mili tary  assistance to Cambodia in the form of combat support and captured enemy equipment. There are curren tly approximately 20,000 ARVN in Cambodia committed agains t Communist forces which pose a threat to both countries. Several other countries such as In ­donesia, Australia,  New Zealand, and Thia land  have provided diplo ­matic support to the Government of the Khmer R epublic .-------- .

Republic of China

Air. Passman. The next country in the East Asia region is the Re­public of China for wh ich --------is estimated for the fiscal year  1972program, a --------the current year.
Do you feel the budget request for  the Republic of China, our staunch .ally and whose defense capabil ity is v ital to the nationa l in­terests of the United States, is adequate for he r to increase her defense capabilities?
General W arren. The Republic of China is well on the way to self- sufficiency in provid ing its own defense needs and grant MAP has been steadily reduced as requirements are increasingly met from that  nation’s own resources and from cash and credit purchases from the United States.

ARMED FORCES MAINTENA NCE  AND REPAIR CAPABILITIES

Mr. Passman. Is it not true  tha t the Nationalist China Armed Forces are  extremely capable of  maintain ing and repa iring  the equip­ment allocated to them and therefore are able to make use of all the equipment made available ?
General Warren. Yes. The Republic of China Armed Forces ca­pabi lity in maintenance and repair, fostered by the military assistance program, has made it possible to uti lize select long supply and excess to support and upgrade the ir armed forces.

GRC ARMED FORCES MODERNIZATION

Air. Passman. I t is s tated in the presentation tha t the U .S .--------General Warren. Improvement in mobility, firepower, communi­cations and ai r defense should permit reduction in the Armed Forces, primarily  the Army. Output  of vehicles, small arms, communications equipment and helicopters from existing coproduction arrangemen ts; provision of equipment through gra nt aid and excess defense artic les: and acquisition of materiel through cash and credit sales have con­tributed  substantially to the modernization  of GRC’s Armed Forces.Air. Passman. I s it not true  tha t a lot of equipment on hand  in Nationlist China is obsolete or will be obsolete in the near futur e?General Warren. Yes, some equipment is obsolete. However, it is being replaced throu gh coproduction, gra nt aid, excess defense
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articles, cash and credit sales and, in  case of the Navy, loan and lease 
of vessels.

Mr. P assman. It  is indicated in the justifications th a t-------- out of
the -------- estimated program for fiscal year 1972, which is about
--------percent will be allocated to investment in new equipment. What
ty]>o of equipment will be provided?

General Warren. We p lan to provide under this category primarily 
communications equipment and ammunition.

GRC ARMED FORCES MODERNIZATION PACE

Mr. P assman. It  doesn’t appea r tha t we are modernizing the Repub­
lic of China armed forces at a rapid  pace. Would you like to explain 
fur the r ?

General Warren. The fiscal year 1972 MAP permits  the continua­
tion of investment programs to which the United States and the 
Republic of China attach a high prior ity.

RE DU CT IO N IN  N U M B ER  OF ST UDEN TS  FO R C H IN A

Mr. P assman. Would you please explain the large reduction of from
379 students trained in fiscal year 1970 to on ly --------proposed to be
trained  in  fiscal year 1972? You stated earlier t ha t t rain ing  had  pro­
vided one of the greates t returns for dollars spent in the MAI* 
program.

General Warren. There is a reduction of students  in China pro­
gram between fiscal year 1970 and fiscal year 1972 as the result of in­
creased self-sufficiency within the Chinese military school system. The 
Army and Air  Force has reached a point where they can accomplish 
the major ity of required train ing, except in the areas of communica­
tions, missile and aviation. In  addition, the fiscal year 1970 program 
reflected a special overseas orienta tion tour  for 104 pilots which was 
at no cost to MAP.

BU DG ET  SU PP OR T

Mr. Passman. Would you please explain the U.S. budget support 
item listed in the economic data table in which the following amounts 
are shown : Coming year 1968--------, coming year 1969 -------- , com­
ing year 1970 estim ate-------- .

General Warren. U.S. military budget support represents local 
currency generated by U.S. grants and loans of current or preceding 
years which are made available to the countries as a contribut ion to 
the ir military budgets. These funds are commingled with funds com­
ing from their  own resources and are not earmarked  for any p articu­
lar  item.

ALLOCATIONS FOR AIRCRAFT

Mr. P assman. You indicate tha t in fiscal year 1971, $2,445,000 was 
allocated for aircra ft but you only show t h a t--------plane was pro­
vided and in fiscal year 1972 you propose a --------allocation bu t indi­
cate on ly --------a ircraf t will be provided. Are these planes tha t ex­
pensive or does some of the allocation go for spare pa rts ?
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General Warren. The allocation is for aircra ft modification, air ­
cra ft ground handling equipment, and spare parts. The actual aircra ft
-------- are being provided from excess defense stocks at no cost to
MAP appropriated  funds.

FIS CA L YEAR  19 7 2 EXCESS DEFENSE ART ICLES FOR GRC

Mr. Passman. In  addition  to the regular MAP request, I  see you
plan  to prov ide--------  in excess defense articles to the Republic of
China. Wha t type of equipment will be supplied from this excess 
program ?

General W arren. In fiscal year 1972 we plan to provide such excess 
defense articles a s-------- .

EXCESS EQ UIP MEN T PROVIDED GRC IN  FIS CA L YEARS 1970  AND 1971

Mr. P assman. I note from your justifications, that the excess equip­
ment program as estimated last year for fiscal years 1970 and 1971 
for the Republic of China has been greatly increased according to 
this year ’s presentation. Would you please tell the committee what 
amounts were estimated to be programed last year for fiscal years 
1970 and 1971 and what the present allocation is for these 2 years? 
Please use the same equipment value so a valid comparison can be 
made.

General Warren. Using legal value as a basis for comparison, in 
last year’s presentat ion document we estimated $48 million and $0.1 
million fo r fiscal years  1970 and 1971, respectively. Allocations in th is 
year ’s presentat ion are $63.6 million for fiscal year 1970 and $20.7 
million for fiscal year 1971. Individual country justifications last year 
reflected only a portion—38.3 percent for fiscal year 1970 and 8.6 
percent for fiscal year 1971—of the total amount of excess equipment 
projected to become available worldwide for these 2 years. Subsequent 
allocations of additional excess equipment to the Republic of China 
for fiscal years 1970 and 1971 accounts for the differences between last 
year ’s and this year ’s p resentat ion documents.

I ndonesia

Mr. P assman. The next country we turn  to is Indonesia, for which
--------is estimated for the  fiscal year 1972 program, a n --------- the
current fiscal year 1971 program.

IN TE RN AL  SUBVERSION ----IN DO NE SIA

Mr. Passman. What internal subversion presently threa tens 
Indonesia ?

General Warren. The present principal internal subversive th rea t 
to Indonesia is posed by remnants of the outlawed Indonesian Com­
munist Par ty,  but its attempts to regain its former position in the 
country’s power structure have been a dismal failure.  It is beset by 
factionalism, the relentless surveillance and pressure exerted by the 
Government, and the difficulty of replacing the many leaders killed 
or apprehended afte r the abortive Communist coup in October 1965.
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--------Communist insurgents in west Kalimantan and the separa tist
movement in west I ran pose a thr eat  to the Govermnent b ut the m ili­
tary is capable of coping with them. The small radical Muslim element 
would welcome the opportuni ty to turn Indonesia into an Islamic  st at e-------- .

Mr. Passman. Does Indonesia  have the problem of large armed 
forces waging war within the country as does other Southeast  Asian countries ?

General Warren. An insurgency exists in the extremely rugged 
mountain areas of Kalimantan (Borneo) conducted by Communist 
dissidents of Chinese ethnic origin. Containment of th at insurgency re­
quires the station ing of significant numbers of Fede ral troops in the 
area. Scattered incidents of dissidence occur elsewhere in the country. 

U.S.  PERSONNEL PRESENT IN  INDONESIA

Mr. P assman. H ow many American personel a re presently located 
in Indonesia?  Please treat  the  mi litary  personel separately.

General Warren. There are at present approximately  215 U.S. 
Government personnel in Indonesia, of which 61 are milit ary person­
nel to include attaches and the defense liaison group.

CAPABILITY OF ARMED FORCES

Mr. P assman. Do you feel Indonesian Armed Forces are capable of 
maintaining internal security ?

General Warren. At the present time, yes. However, maintenance 
of this capab ility requires modernization of the Armed Forces, pa rtic ­
ular ly in such areas as communications, tran spo rt—both ground and 
air—and  selected combat items such as rifles.

INVE STMENT EQU IPM ENT FOR INDONESIA

Air. P assman. I note t h a t-------- percent of the fiscal year 1972 allo­
cation to Indonesia  will be used for investment in new equipment. 
Wh at type of equipment will be provided ?

General Warren. Investment equipment planned  for fiscal year 1972 includes --------.
Mr. P assman. I assume this  large allocation to new equipment is 

because Indonesia had none of this equipment on hand  ?
General Warren. Some of this type of equipment was supplied 

under provious programs. The equipment we plan to provide in fiscal 
year 1972 is required to enhance thei r capabili ty to maintain internal 
security, to upgrade communications necessary for command and con­
trol, and to improve maintenance and logistics facilities.

MAINTE NAN CE OF EQU IPM ENT IN  INDONESIA

Air. Passman. Does the Indonesian Armed Forces have enough 
qualified personnel on hand to keep this equipment operational?

General Warren. Yes. A pool of technically trained personnel, sup­
ported  by a moderate tra inin g base, is available in all services to keep 
this equipment operational. The proposed program will continue to
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provide materiel and training for improvement of the logistics and 
maintenance facilities.

J rOfi: *: 0  1 I .'K7fc
INDONESIA FORCE STRUCTURE

Mr. Passman.-------- .
General Warren. --------.

REDUCTION IN  NUMBER OF STUDENTS FOR INDONESIA

Mr. Passman. Again I  notice you have reduced the number of 
trainees to be trained  in  fiscal year 1972 substant ially below the fiscal 
year 1970 level. It  would seem with the delivery of all this new equip­
ment there would be an increased requirement for training qualified 
individuals  to operate and mainta in it. Would you please comment?

General W arren. The reduction in number of trainees between fis­
cal year 1970-72 is due to 94 Indoesian  ship crew personnel involved 
in the trans fer o f an LST in fiscal year 1970. No ship trans fer require­
ment is programed in fiscal year 1972.

PERCENT OF GNP  FOR DEFENSE

Mr. P assman. You indicate th at Indonesia will spend about 3.7 per­
cent of its GNP on defense in calendar year  1970. Doesn’t this appear to 
be a l ittle  low when I  believe the United States  is p resently spending 
about 7 percent of its GNP  on defense ?

General Warren. As you are aware, the overall Indonesian economic 
situation  was quite unbalanced in past  years and the per capita  GNP 
very low. The present government has initia ted policies to deal with 
this problem and is d irecting available resources to the  greatest extent 
possible into high prio rity  development efforts which will improve the 
economic situation  over the long term. Such an allocation of resources 
is necessary if  the country is to atta in economic stab ility and future 
growth.

AIRCRAFT FOR INDONESIA

Mr. Passman. I note tha t th e --------a irc raf t programed in fiscal
year 1970 will not be delivered until some time a ft er --------. Why does
it take so long to deliver these aircr aft  ?

General Warren. Th ese --------were actually delivered in Jan uar y
1971. Production lead time fo r-------- aircra ft is 1 year.

Republic of Korea

Mr. Passman. The next country  in the Eas t Asia region is Korea,
for which -------- is estimated to be allocated in fiscal year  1972,
a --------the curren t fiscal year.

This is the second increment in the scheduled 5-year moderniza­
tion program for Korea. W hat will the total  5-year program cost the 
United  States in mili tary  assistance funds?

General Warren. It  is estimated that the tota l cost of the Korea 
5-year modernization program will be approximately  -------- .
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U.S.  TROOP REDUCTIONS

Mr. P assman. At the end of the 5-year modernization program, 
will the U nited States be able to withdraw all her troops from Korea ?

General Warren. We have no plans at this  t ime for a fur the r re­
duction of U.S. troop strength in Korea. In  keeping with the Nixon 
Doctrine, however, we will continuously evaluate the requirement for 
U.S. force deployments in light of the ability  of our allies to assume 
more responsibility for their defense. The capabilities of the Korean 
Armed Forces will of course be an essential element in the evaluation 
of U.S. deployments in Korea.

Mr. Passman, flow  many U.S. troops are stationed in Korea ?
General Warren. As of 28 February 1971, there were a total  of 

--------personnel assigned in Korea.
Mr. Passman. Will the proposed withdrawal of 20,000 U.S. troops 

still be completed by the end of fiscal year 1971 ?
General Warren. Yes, si r; it will.

DEFENSE CAPABILITIES OF KOREA

Air. Passman. Do you feel that  Korea will be able to defend itself 
adequately when the U.S. troops are withdrawn? Since Korea is a 
forward defense country, this is a very important consideration.

General Warren. Yes, sir. Our reduction of 20,000 was carefully  
evaluated against the defense requirements of Korea in view of the 
threat  existing to her security. The United States  of course will meet 
her  obligations to the defense of Korea under our Mutual Defense 
Treaty.

KOREA CAPABILITY TO ABSORB NEW EQUIPME NT

Air. P assman. Sinc e--------percent of the fiscal year 1972 allocation
is proposed to be used for investment in new equipment, do you feel 
qualified personnel are present in the Korean armed forces to effec­
tively utilize and maintain  this equipment?

General Warren. As currently  planned, personnel qualified to utilize 
and maintain this additional equipment will be on hand by the time 
the material is ready for delivery.

FISCAL YEAR 19 72  MAP TRAINING

Air. Passman. What  type of training  is scheduled to be provided 
in fiscal year 1972 ?

General Warren. The fiscal year 1972 program continues needed 
technical, leadership, and professional courses as in prio r years. E m­
phasis will be on higher level professional and resources management 
training which contributes toward  the capabi lity for increased self- 
sufficiency of the recipient country.

HARDENING AIRFIELDS

Mr. Passman. Has  South Korea been successful in hardening thei r 
airfields ?

General Warren. The United States has bu ilt --------a ircraf t shelters
in Korea which meet appropria te protection criter ia. These are pri-
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marily for use by U.S. airc raft , however, the United States now
h as--------tactical fighter aircra ft in Korea. The Republic of Korea
has constructed app rox ima tely --------hardened aircra ft shelters and
has realistic plans for development a total o f --------shelters. How­
ever, while these actions are beneficial in protect ion of air cra ft against 
North Korean attack , they do not yet constitute a complete airfield 
hardening program.

Mr. Passman. What have been the  number of incidents along the 
DMZ this past year ?

General Warren. During calendar year 1970 there were 71 inci ­
dents along the DMZ.

U .S . SU PP ORT OF  KOREA N TROO PS IN  V IE TN A M

Mr. P assman. I n terms of  dollars, how much and what type of  sup­
port  does the United States provide the Republic of Korea for  de­
ployment of her troops  in Vietnam ?

General Warren. Our estimate of USG support of Korean forces 
in Vietnam for fiscal year 1971 in dollars and by type is shown below:
M il i ta r y  p e r s o n n e l______________________________________________________________ 19 3.  8
O p e ra t io n s  a n d  m a in te n a n c e ----------------------------------------------------------------------------  1
P r o c u r e m e n t _____ ._____________________________________________________________  9 2 . <

T o ta l  ____________________________________________________________________ 2 2 1 - 6

TR OO P LE VE LS

Mr. P assman. I notice th at South Korean Army troop levels have
dro pped--------below last year ’s level. Would you please explain this
decrease when it would appear t ha t an increase in troop levels would 
be in order since the United States is withdrawing troops ?

General Warren. Last year ’s document was in error in that the
marine strength, approximately  --------  was included in both Army
and Navy total strengths. The strengths shown th is year are correct 
and there has been no significant change since last year.

PER CEN T OF  G N P FO R DEFE NSE

Mr. P assman. Along this  same line, why would the defense expendi­
tures as a percent of GNP drop from 4.1 percent in calendar year 1969 
to 3.9 percent in calendar  year 1970 ?

General W arren. I  believe this results from the fact tha t although 
Defense expenditures rose by some $55 million, the GNP simply rose 
at a more rapid  pace resulting in the  lower percentage figure. We are 
engaged in discussions with the Korean Government as to ways of 
increasing the ROK budgetary contribution to their defense effort.

BU DG ET  SU PP ORT

Mr. P assman. Would you please explain the $66 million U.S. 
budget support item estimated for calendar year 1970 for Korea?

General Warren. U.S. budget support represents local currency gen­
erated by U.S. g rant s and loans of current or preceding years which 
are made available to the countries as a contribution to th eir mili tary  
budgets. These funds are commingled with funds from thei r own re­
sources and are not earmarked for any part icular item.
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TYPES OF MA JO R EQ UIP M EN T FOR KOREA

Mr. Passman. W hat  type of major  equipment is going to be p ro­
vided to Korea in fiscal year 1972 bv the MAP program?

General Warren. The types of major equipment items planned for Korea  in the fiscal year 1972 program include --------.

KOREA MODERNI ZATIO N PROGRAM

Mr. Passman. Which area of the Korean Armed Forces is in need 
of the major  portion of U.S. modernization efforts?

General Warren. O ur objective is to achieve a balanced moderniza­
tion of all MAP suppor ted forces in Korea. The cost of modernizing 
the ROK Army will probably exceed tha t of the other branches since 
the Army represents the largest component of the Korean Armed Forces.

EXCESS DEFEN SE ARTICLES FOR KOREA

Mr. P assman. I see you propose to substantially  increase your excess 
equipment program for Korea from $15 million in fiscal year 1971 to--------in fiscal year 1972. Wha t type of equipment will be given toKopea ?

General Warren. The types of excess equipment planned for sup­
ply in fiscal year 1972 include-------- .

HE LICO PTER S FOR KOREA

Mr. Passman. I note th a t-------- helicopters were programmed for
Korea in fiscal year 1969 bu t they are not  scheduled for delivery un til some time afte r June 30, 1971. Wha t is the  delay in providing these helicopters ?

General Warren. Th ese --------helicopters were delivered to Koreadur ing November and December 1970. This  information became avail ­
able subsequent to preparat ion of the Congressional Presen tation Document.

Philippines

Mr. P assman. The last country in the E ast Asia region is the Philip­pines, fo r which the fiscal year 1972 estimate i s --------the fiscal year1971 program.
Has  there been any incidents in the P hilippines  this past year pro­

testing U.S. presence in that  country or U.S. policies in Southeast Asia ?
General Warren. There have been no incidents of protests specifi­

cally against  U.S. policies in SEA  or the U.S. presence in the Ph ilip­pines. There have, however, been occasional protests , primarily stu­
dent, against the Marcos administration and, in some incidents, the issue of  alleged American imperialism, including our base presence, has been raised.

SMUGG LING

Mr. P assman. You sta te tha t MAP funds are provided to improve 
antismuggling capabilities of the Phil ippine Armed Forces. Is smug­gling tha t big a problem in the Philippines?
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Gener al W arren. Sm uggle rs hav e tra di tion al ly  been act ive  in the  
so uth ern Ph ili pp ines . Th e Marcos ad min ist ra tio n has tak en  actio n to 
stem  th is pract ice  in orde r to prev en t loss of  revenu e to the  Fe de ra l Government .

Mr . P assman. W ha t com modities are the  major  item s smuggle d?
Gener al W arren. In  rec ent ye ars  they  have been pr im ar ily  high - 

value, low -bulk item s such as gold, cig are tte s, jew elry, electro nic  equip me nt,  an d applianc es.

PH IL IP PI NE PERSONNEL IN  VIETNAM

Mr. P assman. A t the presen t 1 ime, do the Ph ili pp ines  h ave  pe rso n­nel  in So uth  Vietn am  ?
Gener al W arren. Yes. A  s mall de tac hm ent of  medical , logisti c, and 

ad min ist ra tiv e person nel  to ta ling  ap prox im ate ly  130 men.
Mr.  P assman. I f  so, does the Uni ted State s’ prov ide  su pp or t fo r these person nel?
Gener al Warren. We  no  l on ger hav e fu nd s in the  P O D  b ud ge t fo r 

su pp or t of  t he  Ph ili pp in e forces as we did when the PH IL C A G  was dep loyed in Vie tnam.

PERCENT OP GNP FOR DEFENSE

Mr. P assman. A ga in  I  not ice defe nse  ex pe nd itu res as a per cent of 
GN P are  declinin g fro m 1.7 percent  in c ale nd ar  year  1969 to 1.4 pe rce nt 
in  ca len da r yea r 1970. Since  G NP is on  th e inc rea se; it  seems th e P h il ­
ippine  Gover nm ent  would  at  l east keep th e perce nta ge  of defe nse  ex­pe nd itu res constant . W ou ld yo u please com ment ?

Gener al W arren. Sin ce i960 , th e Ph ili pp in es  ha s suffered  fro m a 
seve re ba lan ce-of -pa ym ents p rob lem , and  in  ea rly  1970 it  became neces­
sa ry  fo r the Go vernm ent to  nego tia te a sta nd by  agree me nt wi th  the  
In te rn at io na l M oneta ry Fun d.  I n  the  pa st  year , good p rog res s ha s been 
ma de t ow ard achie vin g fina ncial st ab il it y ; how ever, ma ny catego ries  
of  Governm ent spen ding  an d classes of  im po rts  have ha d to be cu r­ta ile d signific antly  in  ord er  to make thi s possible .

F iscal Year 1972 P rogram for Near E ast and South A sia

Mr. P assman. As I  presen tly  see the sit ua tio n,  we are  pr ov id ing 
In dia  and Pa ki stan  only tr ai nin g in the  fiscal ye ar  1972 M AP pro ­gram . W ha t type  of t ra in in g do we provid e ?

Gen eral  W arren. T he  t yp e of tr ai nin g p rovid ed  to In di a and  Pak­
ist an  is pr im ar ily  in the profe ssional a re a ; th at is, c omm and  and ge n­
eral  staff officer course, eng ineer, field ar ti ller y,  i nf an try,  a rm or  officer 
advance d courses , naval com mand course, and defense ma nagement course.

INDIA AND PAKISTAN

Mr. P assman. I s it not  true  th at  the  Uni ted State s sus pen ded  the  
m ili ta ry  assistan ce prog ram gr an ts  to In dia  and Pa ki stan  in 1965 be ­
cause of hosti liti es between t he  two  nat ion s ?

General  W arren. These gr an ts  were  sus pen ded  to bo th countrie s 
as a resu lt of  the  22-day war  in 1965. They were  ter mi na ted  finally
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under the provisions of the  April 1967 enunciation of a revision of the 
military  supply policy. A modest program of Conus tra ining was re­
vived under the terms of tha t policy revision.

SO UR CE S OF  E Q U IP M E N T  AC QU IRED  BY  IN D IA  AN D PA K IS TA N

Mr. P assman. Is it also not true tha t Ind ia and Pakistan  are now 
receiving arms and milita ry equipment from the Soviet Union and 
Communist China?

General Warren. India has purchased a broad range of milita ry 
equipment from the U.S.S.R. beginning about the time of the Chi ­
nese incursion across the Himalayas in 1962. The program reached its 
peak just  af ter the war wi th Pakista n in  1965 and has tapered off to a 
large extent in the last few years as 1 ndia drives toward self-sufficiency 
in the milit ary sphere. India  has never received arms from China. 
Pakistan began receiving comparatively large  amounts of hardware 
(tanks, jet  fighters and bombers, artil lery  and a variety  of small a rms) 
from China following the 1965 war. While hard information is lack­
ing. it appears tha t most of this gear was provided essentially on a 
grant  basis. More recently, Pakistan has purchased significant though 
not inordinately large quantities of tanks and artil lery  from the 
U.S.S.R. As far as is known, only a minor portion of the  total placed 
on order has been delivered.

M IG  PLA N TS IN  IN D IA

Mr. Passman. I f 1 am not mistaken. India has several MIG assembly 
plants in operation at the present time, is th at correct?

General Warren. Pa rt of the  Soviet credit has been devoted to the 
construction of a three-factory complex for  the production of MIG-21 
interceptors. (The main plant near Bombay produces airframes, cur ­
rently with an estimated 75 percent indigenous content, and com­
pletes final assembly of the planes. An engine plant  near Ind ia’s east 
coast and an electronics/avionics factory at Hyderabad are opera ­
tional but have not reached as high a level of domestic content in their 
respective outputs.)

CO UNTR IE S W IL L  OB TA IN  E Q U IP M E N T  FR OM  OTH ER  SOURCES

Mr. Passman. Doesn't this point to the fact that  these countries 
will obtain military  arms and equipment no m atter what action the 
United  States will take?

General Warren. Both India and Pakistan believe it essential to 
maintain and modernize their respective military forces in response 
to the perceived threats. India  is concerned primarily  oyer China’s 
power along the Himalavan rimland, but it sees an additional threat 
of Pakistani collusion with China in some fu ture effort against Indian 
soil. Pakistan  is concerned only about Ind ia’s four-to-one milita ry 
advantage. In view of these perceptions, each will take the steps it 
believes necessary to assure it security irrespective of the source of 
supply. In fact, however. India is steadily  and measurably reducing 
its dependence on overseas suppliers, subst ituting domestic produc­
tion in all but the most sophisticated hardware  areas. Pakistan, which
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has only a very limited military indust rial base, will perforce  con­
tinue to depend almost entirely on outside suppliers.

Mr. Passman. Before the United States  suspended it mili tary  as­
sistance to these two countries, did  they purchase arms from the Com­
munist countries and if so in what amounts as compared to now?

General Warren. As I stated earlier , Indi a began acquir ing mili ­
tary hardware from the U.S.S.R. at about the  same time th at we un­
dertook our gr ant  a id program, tha t is, afte r the Chinese incursion in 
1962. New Delhi began by purchasing a limited number of MiG’s, 
partially due to our unwillingness to provide armed aircra ft of a 
similar capability. Pakistan received no communist supplied equip­
ment prio r to the suspension.

Mr. Passman. We have more or less forced India and Pakistan 
to deal with the Communists. Anothe r point to make is that the  United  
States is now and has in the past provided large amounts of economic 
assistance to Ind ia and Pakistan. Would it not be true  th at this U.S. 
aid would allow these countries to release some of the ir own resources 
to purchase milita ry equipment?

General Warren. 1 cannot argue with the logic of the assertion tha t 
our assistance may have freed assets for mil itary  acquisition. However, 
most analysts of the  area seem to agree th at in the absence of our aid,  
both India  and Pakistan  would have diverted funds  in almost as 
large amounts from development to defense. In  other words, economic 
improvement would simply have gone wanting.

Mr. Passman. I believe perhaps we should increase our mili tary  
sales program to these countries and have them spend some of the 
U.S. aid dollars in the United States, do you agree ?

General Warren. There are two basic policy matters involved in 
this question, one applicable  worldwide and one rela ting only to the 
area of South Asia. The first question is whether the U.S. Govern­
ment should encourage or require those countries receiving economic 
assistance from us to make thei r military purchases in the United 
States. We believe tha t we should discourage unnecessary milita ry 
expenditures in the developing countries, both to reduce undesirable 
misuse of scarce economic resources and to hold down regional arms 
races. Where it is obvious that the country in question is determined 
to purchase certain milit ary equipment regardless of whether we be­
lieve it is needed or not and in spite of the diversion of resources 
from economic development, we would then encourage purchase of 
U.S. equipment where it is equally or more suitable than items from 
other countries and where the impact on economic development is 
in the same range. With  regard to our policy on arms sales to India 
and Pakis tan, we are confronted with a special area problem. Afte r 
the 1965 war between these two countries the U.S. Government im­
posed an embargo on the sale of lethal end-items to both countries. 
We continued to sell spare parts  for previously supplied U.S. equip­
ment and certain nonlethal end items such as trainer  and tran sport 
airc raft , trucks and jeeps, and communications equipment. In Octo­
ber 1970, the  U.S. Government decided to make a one-time exception 
to this policy to permit the sale of certain items to Pakistan. None of 
these items have been delivered and, as a result of the fighting which 
erupted on March 25, in East Pakis tan, we have our overall arms 
supply policy for South Asia under close and continuing  review.
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IRAN

Air. Passman. You indicated the United  Sta tes has important  secu­
rity  interest  in Iran. Would you please te ll the committee what  these 
security interests are ?

General Warren. In the first place, Ira n is located in an area of 
grea t importance to the free world, the  Persian Gulf  area. W ith the 
withdrawal of Brit ish forces from this area, we are  looking tow’ard 
the Gulf ripa rian  states to ensure peace and stabi lity. Ira n will cer­
tainly  be a major part icip ant  in this effort.

CLASSIFICATION OF ARAB STATES

Mr. P assman. You also s ta te --------. Please identify the moderate
Arab regimes and the radical Arab States for the record.

General Warren. The term “moderate Arab State s” is generally 
used, with respect to the Middle East, to refer to Jordan, Lebanon, 
and Saudi Arabia. The term “ radical Arab States” is much more diffi­
cult to define precisely because of the shif ting  character of Middle 
Eastern politics. It  has been used at one time or another to bracket 
Syria , the United Arab Republic (Egypt) , Iraq , the People’s Repub­
lic of South Yemen, and Yemen, among the Middle Eastern States. 
It  should be noted tha t there have been obvious differences in the  de­
gree of radicalism among these States  at any par ticu lar time and in 
any one State over an extended period of time. T he term may th ere­
fore not be fully justified for all the countries specified a t present. 

GREECE

Mr. Passman. The justifications state that Greece offers the
United States -------- . Why do you use the words “comparatively
unres tricted” ?

General Warren. Greece makes available to the United  States im­
por tant air, naval and communications facilities. However, under 
certain procedures we do need to comply with Greek clearance require­
ments for visits and aircra ft overflight and landings.

Air. Passman. I s feeling building up against the United States  in 
this country ?

General Warren. On the basis of my recent visit to Athens, I am 
inclined to say “No.”

TERMINAT ION OF GRANT AID To  GREECE AND TURKEY

Air. Passman. You state  tha t U.S. plann ing guidance for Greece 
and Turkey calls for gradual transitions  from AIAP grant aid to 
cred it sales purchases when the economic situations in the two coun­
tries permit. Do you have any estimates when it might be possible to 
completely terminate gra nt milit ary aid to these countries? Greece 
has been programed for cred it sales for the last  3 or 4 years but Turkey 
has no t yet started.

General Warren. No, it  would be impossible to estimate when we 
might be able to terminate completely g ran t aid to these two impor­
tan t allies. We desire to move toward this end, however, and nave 
agreed in principle tha t as the economies of Greece and Turkey  im­
prove, a gradual t ransition  from grant to sales would be in order, as is 
our policy worldwide. We have no established timetable but do ex­
amine the situation  periodically.
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FUNCTION AL BREAKOUT OF FISCAL TEAR 197 2 PROGRAM

Mr. P assman. Would you furnish for the record a table showing the 
percentages and the amount of the $167 million which is p lanned to 
be programed for N ESA  in fiscal year 1972 fo r operation, investment , and trainin g?

General Warren. Yes, I will provide the table. (The inform ation follows:)
NEA R EA ST  A ND SOUTH AS IA  

(Doll ars in tho usand s]

Programed Program  value Percent

Op er at ing ,................................................................................................................................  73,742 44Investme nt.............................................................    86,88 5 52Training .................................................................................................... ....... , .....................  6,3 73 4
To tal ....................................................................................................................................... 167,000 100-------------i-------- — --------------------- ----------- .-------------------------

MISSION  SUPPORT TO IRAN

Mr. Passman. In fiscal year 1972, you indicate milit ary assistance 
to I ran  will consist of MAP train ing  and mission support. Would you please explain the mission support item ?

General Warren. The  term “mission support” refers to the cost of 
operating the Iranian MAAG. Both the defense appro priat ion and 
the milita ry assistance appropriation  support MAAG operations.

The defense appropria tion bill covers the pay and allowances and 
PCS  of m ilitary personnel assigned to the MAAG, th eir welfare and 
recreational  activities, dependent schooling, and 50 percent of the costs of operat ing MAAG ai rcra ft.

The milit ary assistance appropr iation covers (1) pay and allow­
ances of U.S. civilian personnel; (2) change of station travel costs for U.S. civil ian personnel and dependents; (3) temporary duty travel of 
both civilian and mili tary  personnel; (4) rents, communications, and 
utilit ies; (5) prin ting  and reprodu ction; (6) payment of salar ies for local indigenous personnel required  to  support MAP overseas activi ­
ties;  (7) supplies and mate rials;  (8) equipment required in MAP 
administrative duties;  (9) other contractual services; (10) one-half 
of MAAG aircra ft support costs; and (11) shared support (common 
services provided by the U.S. State De par tme nt).

AMOUNT ALLOCATED TO EACH COUNTRY

Mr. P assman. What percent of the total  allocation for the Near 
Eas t and South Asia region in fiscal year 1972 will go to each of the  three material and tra ining countries ?

General Warren. The total  allocation of the Near East  and SouthAsia material and training countries is Greece--------J ord an ---------
and Turk ey--------.

JORDAN

Mr. Passman. The justifications state  that Jordan  can contribute  to a peaceful settlement in the Near East.  Would you please explain 
how this small, financially troubled nation can contribute to peace 
in this area ?

60-208— 71—pt. 1----- io
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General Warren. Jorda n’s army has in recent months neutralized 
the Palest inian fedayeen movement in tha t country and in so doing 
has greatly  diminished the capability of the Pales tinians to block a 
peace settlement—a capabi lity they previously demonstrated with some 
effectiveness. Moreover, a t least in part as the result of thei r defeat 
in the civil strife  of September 1970, several fedayeen groups have 
toned down thei r opposition to a political settlement. Conversely, as 
President Nixon pointed out in his Februarv  25, 1971 Report to the 
Congress, if Jordan  had succumbed to either internal subversion or 
external  aggression last fall, “the  danger of another  full-scale Middle 
Eastern war would have been at hand.” Jordan  therefore contributes 
significantly to the framework of Middle Easte rn security.

CO UNTR Y BR EA KD OW N OF DOLLARS FOR NES A FI SC AL YE AR  19  72  T R A IN IN G - 
O N LY  CO UNTR IE S

Mr. Passman. Would you please provide a breakdown bv country 
of the $881,000 programed for training in fiscal year 1972 for the 
live U.S. training-only countries?

General Warren. The following is a breakdown, by country, of the 
$881,000 programed for training in fiscal year 1972 for the five 
U.S. training-only  countries in the  NESA area :

Do lla rs (in
C ou nt ry  th o u sa n d s)

A f g h a n i s t a n ___________________________________________________________________________
I n d ia  __________________________________________________________________________________
L e b a n o n  ______________________________________________________________________  _______
N e p a l __________________________________________________________________________ ________
P a k i s t a n  ______________________________________________________________________ ________

To tal  _______________________________________________________ ______

LEB ANON

Mr. Passman. Testimony in the fiscal year  1971 supplemental hear ­
ings indicated th at the type of equipment requested for  Lebanon would 
be determined in consultation later with tha t government. Could you 
tell the committee wha t equipment will be delivered to Lebanon based 
on the $5 million supplemental appropria tion?

General Warren. The consultations are not yet completed but it 
appears tha t the most likely equipment to be provided Lebanon will 
be various vehicles, small arms, ammunition, and possibly some heli­
copters or small patrol boats.

Mr. P assman. Was this a one-time request for military assistance 
funds for material because I  notice Lebanon has now returned to the 
status o f a U.S. training-only  country ?

General Warren. Yes, grant assistance for Lebanon was a one-time 
request related princ ipally to the upsurge  in Pales tinian  guerrilla 
activity  last summer.

Greece

Mr. P assman. The first country in this area is Greece, for  which the 
fiscal year 1972 estimate i s-------- the program level fo r fiscal year 1971.

The suspension of major equipment shipments has now been com­
pletely terminated, is tha t correct?
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Gener al W arren. Th at  is cor rect.
Mr. P assman. The Un ite d State s has been seve rely  cr iticiz ed  be­

cau se we resumed  mili ta ry  ass istance  shipm ents to Greece before  a 
dem ocratic  go ver nm ent  was es tab lish ed.  W ou ld  you please comment on 
th is  s itu ati on ?

Gen eral  W arren . T he  li ft in g  of  the embar go was based on NATO  
an d U.S . sec uri ty con sidera tions.  I would jud ge  th at  very  few could 
cri tic ize  th is action.

EFF ECTIV ENESS  OF  GR EE CE  S AR ME D FORCES

Mr.  P assman. It  has been said th at  the  effect iveness of  the Gre ek 
mili ta ry  has been reduce d gr ea tly  because lar ge  num bers of  ex pe ri­
enced sen ior  officers have been impri son ed an d removed fro m the  arm ed 
services. I t  is s aid  t hat  deep disaffect ion  among th e officer corp s exists. 
W ha t in form at ion do you hav e on the effec tiveness of th ei r Armed 
F  orces ?

Gen eral  W arren. Th e inform ati on  I  hav e ind ica tes  t ha t the  c ur rent  
He llenic  Arme d Fo rce  com par ed wi th  the precou p organiza tio n is 
be tte r pa id,  be tte r dres sed  and th ei r he al th  has impro ved  because of 
be tte r liv ing con dit ions. I  believe th at  some pu rg in g took plac e fo l­
low ing  the  coup.  However , some pers onnel were lost  th ro ug h normal 
ret ireme nts . I wou ld say  th at  any  wea ken ing  effect of  the pu rge is 
not disc ern ible  at the p res ent tim e.

Mr. P assman. I f  such  a sit ua tio n does exis t in the  ran ks , do you 
feel Greece  can  effectively uti lize the amount of  m ili ta ry  a ssis tance we 
are  p rov idi ng?

Gen eral  W arren. As I have said  th at  sit ua tio n does not cu rre nt ly  
exis t. Greece can effective ly ut iliz e the  amount of  mili ta ry  assi stan ce 
we are  prov idi ng .

IM PO RTA N T U .S . FA C IL IT IE S IN  GR EECE

Mr. P assman. Would you please tell  the  c omm ittee  what im po rta nt  
ai r, nava l, and com mu nicatio ns facil iti es  the  Un ite d State s has  in 
Greece ?

General  W arren. Th e im po rta nt  U.S. ai r. naval, and  com mu nica­
tions fac ilit ies  in Greece are  the fo llo wi ng : At hena i Air  Base, At he ns : 
Irak lio n Air  Stat ion,  Cr ete;  five Tr op osph eri c Sc at te r Comm unica ­
tio ns  Stat ions : and the  com mu nications sta tio n at  Nea  Ma kri .

Mr.  P assman. It, seems th at  the larg es t deficiency in  the Gre ek 
---------acc ord ing  to the force da ta  tab le bu t I  note  you hav e no t pr o­
gram ed a ny of  these items f or  de livery  in the  la st 3 fiscal years. W ou ld  
you  please  comment ?

Gen eral  W arren. The problem  here is th at there are  no suitable
---------. W e do ha ve a p rogram  o f cost -shared c on st ru ct io n---------wi th
the Gre eks  and  th is  seems to be the bes t so lut ion  to  th ei r lon g-t erm  
needs for  thi s ty pe  of equipment.
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SU PP LY  OPERAT IONS FOR GREECE

Mr. P assman. According to your program sheet, $3,496,000 was 
allocated in fiscal year 1970 for supply operations and the proposal
for fiscal year 1972 i s -------- for the same item. Would you please
explain  this large  increase?

General Warren. This increase is the result of increases in trans­
porta tion tariffs  and increases in volume of deliveries. In  1970, de­
liveries to Greece were in a suspended status. This  suspension was 
lifted in 1971 with delivery of suspended items to be made in 1971 
and 1972. In addition,  deliveries of excess defense articles at legal
value are expected to increase from $17 million in 1970 up to --------
being proposed for  fiscal year 1972.

EXCESS EQ UI PM EN T FOR GREECE

Mr. P assman. The excess defense articles program is estimated to-
jump from $15,333,000 to --------in fiscal year 1972. Wh at major i tems
make up the fiscal year 1972 amount ?

General Warren. The excess defense artic les program planned  for
Greece in fiscal year 1972 include major  items such-------- .

J ordan
f ' l • I

Mr. Passman. The next country in the NESA area is Jordan, for
which--------is estimated for fiscal year 1972, an ---------the fiscal year
1971 program.

How long has it been since the Uni ted States  has had a major mili­
tary  asistance program to Jord an ?

General Warren. Our last  year was 1967 fo r a sizable grant m ili­
tary assistance program to Jordan.

Jordan’s defense capabilities

Mr. Passman. Do you feel Jordan  will be able to defend itse lf 
internally  from the guerillas and at the same time resist external  at­
tacks from other Arab states ?

General Warren. Jorda n has already—September 1970—demon­
stra ted i ts ab ility to  defend itself simultaneously agains t the Pale stin­
ian guerrillas and the  Syr ians (although the  interven tion of th e la tter 
was admittedly very limited, involving only a limited number of tanks 
over a short per iod of several days). The subsequent neutralization of 
the guerr illa forces in Jordan  has, moreover, increased the Govern­
ment's advantage. Nonetheless, Jordan would obviously face a severe 
thre at if it were simultaneously attacked in force by Syria  and Iraq 
while it still had to contend with guerrilla  forces inside the  country. 
Current  U.S. arms assistance to Jordan  is designed to minimize th at 
threa t.

Jordan’s relationship with other arab nations

Mr. P assman. W hat  is Jorda n’s relationship with the rest of the 
Arab world?

General Warren. Jo rda n’s relations with the other Arab countries 
have improved considerably from the low point of September-
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Octob er 1970. Th is  i s obvious, fo r exa mple, fro m the  rece nt successful  
"visit by Cro wn Pr ince  Ha ssan  to Dam ascus. Non etheles s, re cu rren t 
fig ht ing betw een the  Jo rd an  Ar my an d the fed aye en has ha d an  ad ­
ve rse  e ffect on re lat ions  with  a nu mb er of  Ara b sta tes . I t  has,  fo r ex ­
ample , led to a suspen sion by Kuw ai t of  its  sub sidy paym ents fo r the 
last  several  mo nth s and to a pro nounced  coolness betw een Jo rd an  
and the  U ni ted Arab Repub lic.

J ordan’s land subsidies

Mr. P assman. Y ou ind ica te Jo rd an  has los t outside cash  subs i­
dies.  Would you  plea se tel l us the am ounts  of these subsidies an d 
who supp lied th em  ?

Gener al W arren. P ri o r to the Septe mb er 1970 cris is Jo rd an  re ­
ceived subsidies fro m Kuw ai t, Liby a, an d Sa ud i Arabia,  to ta lin g ap ­
prox im ate ly $105 millio n an nuall y. Fo llo wing the  cris is, Li by a cu t 
off i ts  sub sidy pe rm an en tly  and broke dip lom ati c re lat ions  wi th J o r ­
dan . Kuw ai t suspe nded mon thly  payme nts  fo r O cto ber  an d Novembe r, 
made the Dec ember paym en t, an d then  ag ain  suspen ded  subsequen t 
mon thl y pay ments . Saud i Ara bi a has ann ounce d a pol icy of mak ing 
only ha lf  of i ts paym ents in cash  w ith  th e b alance  in  oil . T he  ne t effec t 

•of these decreases has been to prec ip ita te  a serious  financ ial cri sis  in Jo rd an .

ASSISTANCE PROVIDED BY THE UNITE D KINGDOM TO JORDAN

Mr. P assman. The  s tat em ent is m ade  in yo ur  pr esen tat ion  t hat  U .S. 
aid  has  been  able to com plement t he  as sis tance prov ide d b y the  Uni ted 
Kingdom.  H ow m uch  ass ista nce  i s p rovid ed  by the Un ite d Ki ngdom?

General  W arren. Ov era ll Un ite d Ki ngdom aid  to  Jo rd an , con sis t­
in g of  various loans and gr an ts , h as  to tal ed  s everal mi llio ns of  d oll ars  
in rec en t yea rs—1967, $5.9 m il lion ; 1968, $3.5 m il lion ; 1969, $5.1 m il­
lion . Ov er the  pe rio d 1960-69, to ta l Uni ted Ki ngdom ass ista nce  was $64.4 m illion.

STABILITY OP JORDA N’S GOVERNMENT

Mr.  P assman. In  the W ashing ton Po st  of  Octob er 29, 1970, i t was 
sta ted th at Jo rd an  ha d ju st  for me d its  t h ir d  cab ine t in 6 weeks. Ju st 
how  stable  is the  Jo rd an ia n g overn me nt a t th e present  time ?

General  Warren. Th e sta bi lit y of  the Jo rd an ia n Governm ent does 
not depen d in  the  las t analy sis  on the su rvival  of  cab ine ts bu t on the  
su rvival of the  reg ime, which  re sts  on the twin  pill ar s of  the m onarc hy  
and the arm y. Th e fo rm at ion of three successive governm ent s du ring  
the  Sep tem ber -Octo ber  crisi s of  1970 was m ain ly a reflection of  policy 
sh ift s an d the K in g’s des ire to  insta ll a m ili ta ry  governm ent du ring  
the  cris is. As such, it  does no t represen t an y inhe re nt  i ns tabi lit y.  Th e 
th ird  g overn me nt re fe rre d to in the  P os t ar tic le  has continued in office fro m O ctober  1970 un til  the p resent.

USE OF FUND S IN  JORDAN

Mr. P assman . I s it  tru e th at most of the  M AP fund s wil l be used 
to  rep lace equipme nt lo st in  the  Septe mb er w ar  ?

General  W arren. Much of  the  p rogram  will be des igned to rep lace 
losses suffered  in the Septe mb er fi ghting.---------i n rec ognit ion  o f th e
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stabilizing role that this moderate Arab regime can continue to play 
in the Middle East.

Jordan's losses of equipment

Mr. P assman. Jus t how extensive were Jordan’s losses in th is war ?
General Warren. Jordan 's losses of equipment and ammunition 

during the September 1970 lighting  were estimated by the U.S. Mili­
tary Survey Team at something under $10 million. This does not 
include other losses of a nonmilitary character.

EX CE SS E Q U IP M E N T  FO R JO RD AN

Mr. P assman. Has the United States provided Jor dan  with excess 
equipment in past  years ?

General Warren. We have provided about $4.2 million (legal 
va* ae) of excess equipment to Jordan in past years. Th is includes items 
such as airc raft,  artillery , tanks, and mortars.

Turkey

Mr. Passman. The last country in the  NESA  region is Turkey, for
■which the fiscal year 1972 estimate is --------, a -------- the current  fiscal
year.

Recently Turkey experienced a change in government as a resu lt of 
unrest between the milit ary and the regula r Tu rkish  Government. Ho 
you believe this change will have any effect on the MAP program in 
the near future?

General Warren. The new government, which i t should be noted is 
assuming office in accordance with T urkey’s constitutional procedures, 
includes members from three of the four major  political parties. All of 
these have supported Turkey’s membership in NATO in  the past. Thus 
we do not anticipate any m ajor change in  Turkey’s re lationsh ip with 
NATO or with the United States. Consequently, we do not expect the 
change of government to have any effect on our milit ary assistance 
program for Turkey in the near future.

K ID N A PIN G  OF  U .S . PER SO N N EL IN  T U R K E Y

Mr. P assman. W hat, if any, significance can be a ttached to the kid ­
naping of U.S. Armed Forces personnel in Turkey ?

General Warren. T do not believe we can place any special signifi­
cance on the kidnaping of Armed Forces personnel in Turkey. So long 
as U.S. citizens—military or civilian—circulate as freely as they do in 
most countries of the world, opportun ities exist for them to be k id­
naped by terro rists  who want to use them as hostages to coerce the 
United States or the host governments. In  this recent incident, T be­
lieve we should note tha t the Turkish Government moved promptly 
and vigorously to bring  about the men's safe release.

u.s. facilities in turkey

Mr. P assman. Wha t important U.S. facilities do we presently have 
in Turkey  ?
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General Warren. The major  Turkisl i/Unite d States  common de­
fense installations include the following U.S. activi ties: communica­
tions sites at Sinop, Karamursel, Belbasi (near A nk ara ), and Pirinclik  
(near Diyarka rir ); an air  base at Inc irlik; an air  station  at Blgat 
(A nk ara) ; the headqur ters of the  Jo int U.S. Mili try Mission for Aid 
to Turkey (JUS MMAT)  at Ank ara;  there are also logistic supp ort
units, communications relay sta tio ns -------- at a number of locations
throughout Turkey. In  addition , there are two NATO Headquarters 
at Izm ir: COMLANDSOUTHEAST and Sixth  ATAF.

EFF ECTIV ENESS  OF  T U R K IS H  AR MED  SERV ICES

Mr. Passman. You indicate  Turkey  has the larges t army and air  
force in the Middle East. This is all well and good but are these armed 
forces in a position to be an effective fighting force i f needed ?

General Warren. The answer to tha t is “ Yes” for several reasons. 
U.S. military assistance over the years has helped Turkey to reorga­
nize and reequip its forces fo r modern warfare. NATO infra structure 
funds have also assisted Turkey  in constructing and improving  mili­
tary bases and facilities in those locations best suited to defend against 
potentia l enemy attacks. Addit ionally , two impor tant NATO Head­
quarters, Land Forces Southeast and 6th Allied Tactical Air Force, 
are located in Turkey to ensure the prompt and smooth implementa­
tion of NATO’s defense plans. These factors, togethe r with the un­
questioned fighting qualities of the Turk ish soldier, indicate tha t 
Turkey  indeed has an effective fighting force in being.

TY PE  OF  E Q U IP M E N T  ON  H A N D  IN  TU RK EY

Mr. P assman. Is the equipment available to the Turkish forces mod­
ern and is it kept in operational condition ?

General Warren. The Army is being modernized and mechanized
with the provision of --------. Turkish Air  Force tactical units are
part ially equipped with modern jet fighters and ,-------- . The Tu rk­
ish Navy has been provided with destroyers, submarines, patro l 
boats, minelayers, landing craf t and minesweepers.--------. The equip­
ment is being maintained in a satisfactory condition and should en­
able the Turks to fulfill the ir NATO commitment.

RE DU CT IO N IN  N U M B E R  OF  ST UDEN TS  FOR TU RK EY

Mr. P assman. I t appears tha t the number of trainees has been re­
duced -------- from the fiscal year 1970 level. Would you please com­
ment on this reduction when tra inin g is felt to be so beneficial?

General Warren. The reduction in number of trainees  between fis­
cal year 1970-fiscal year  1972 is due to 156 Turk ish ship crew person­
nel involved in the transfer of two submarines in fiscal year 1970. No 
ship t ransfer  requirement is programed in fiscal year 1972. Also, add i­
tiona l reduction in trainees  is caused by the current Turkish foreign 
exchange problem. The shortage  of dollars to pay thei r trainees has 
prevented Turkey from programing total fiscal year 1972 tra ining 
requirements.
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TURKISH  NAVY REQUIREMENTS

Mr. P assman. Again the T urkish Navy appears to  need additional 
vessels in order for it to meet planned objectives. W hat is being done 
along this line?

General Warren. AVliile it  is difficult to do much to  meet the T urk ­
ish Navy’s requirements within the funds which we are requesting, 
as the U.S. Navy deactivates ships we will look for ships from this 
source which might be provided to Turkey.

SH IP LOANS TO TURK EY

Mr. Passman. Are  th e --------being supplied out of the excess de­
fense articles program in fiscal year 1972 and if so, what will the 
--------be used for under the MA P item entitled “Ships” ?

General Warren. The-------- submarines are not  p art  of the excess
defense article program; they will be loaned to Turkey.  Authority  
for  the loan of two of these submarines is contained in Public  Law 
91-682; authority for the loan o f --------will be sought in a bill p res­
ently being prepared by the U.S. Navy. Ab ou t--------will be used for
the  repair and overhaul of th es e--------  submarines in the United
Sta tes  prior to transfer;  the remainder will be used for overhaul of 
MAP provided ships in country, and ship spare  parts.

REPLACEMENT OF AIRCRAFT

Mr. Passman. W ill th e --------a ircraf t programed for 1972 be used
to replace less operable a irc raf t or  to form additional air  force unit s?

General Warren. T h e -------- aircra ft programed for 1972 are to
replace olde r--------aircra ft now in the Turkish inventory. No addi ­
tional  un its are planned.

Europe

Mr. P assman. Would you furnish for the  record a table  showing the 
percentage and the amount of the $14,082,000 program ed for Europe 
in fiscal year 1972 which will be allocated for operation, investment, 
and train ing?

General Warren. Yes, I will provide the table.
(The information follows:)

EUROPE

[Dol lars  in thousands]

Programed Dolla rs Percent

Operations...............................................................................................................................  2,107 15
Inv estment..............................................................................................................................  10,558 75
Train ing .............................................................................................................................................. 1,417 10

To ta l.............................................................................................................................  14,082 100

SPAIN AND PORTUGAL

Mr. P assman. You state that  one of the princ ipal goals is to re­
place gra nt programs by cash or credit sales as the economy of a coun­
try  permits. In the case of Spain and Portugal, is this goal over-



151

shadowed by the fact the United States  needs cer tain base r ight s in these countries ?
General Warren. Not at all. In the case of Spain, the  grant aid pro­

gram runs so me--------over the next  5 years—the sales package, how­
ever, is almost five times as m uch,-------- and may run higher if the
Spanish choose to buy additional item s.-------- .

U.S.  BASES IN  SP AI N AND PORTUGAL

Mr. P assman. W hat U.S. bases are located in Spain and Por tugal ?
General Warren. U.S. milit ary facilities are located on the follow­ing Spanish mili tary  insta llations: Torre jon Air  Base, Zaragoza Air  

Base, Moron Air  Base (standby ), and Rota Naval Base.
There are no U.S. bases in Portu gal. The Portuguese allow the s ta­tioning  of U.S. forces at Lejes Field, a Portuguese base in the Azores.
Mr. Passman. Do you feel these bases are-------- mili tary  assistance ?
General W arren. Yes, I do. These bases play a most important role 

in U.S. m ilitary capabilities, the defense of Europe and the Mediter ­
ranean area, and the overall deterrence posture.

SP AIN

Mr. P assman. You indicate tha t the  United States and Spain  
entered into the 1970 Agreement of Friendsh ip and Cooperation 
which extends U.S. base righ ts for 5 additional years. Did the United 
States and Spain  agree on the level of m ilitary assistance fo r each of these 5 years?

General Warren. The United States and Spain  agreed on specific 
items of equipment to be provided under MAP for  the entire 5 years.
This equipment is valued a t--------. The two countr ies also agreed th at
training valued a t --------would be provided as gran t aid. The agree­
ment does not provide tha t the gra nt aid need be spread evenly over the 5 years and, in fac t,-------- .

FR EN CH  PA YM EN TS  TO OFFSE T MAAG COSTS

Mr. Passman. When I traveled to Paris  recently, I  was to ld tha t 
France pays the U.S. Treasury 1 million Francs per year to offset 
the cost of keeping the MAAG in France. The only expense to the 
United States  are the salaries and benefits paid to the U.S. milit ary personnel stationed in France. Do you know if any other countries have a similar arrangement  ?

General Warren. There  are nine countries which make a con­
tribu tion to the cost of opera ting the respective MAAG’s. In no case 
does the contribution  offset the cost of the MAAG. A major cost generator is the  pay and allowance for our m ilitary and civilian per­
sonnel who staff the MAAG’s. These costs are paid from the defense 
and MAP appropriations. Host country  contributions do not defray this major MAAG cost.

TR AI NI NG  FOR AUSTR IA AND  ------------

Nlr. P assman. Would you please tell the committee how much is 
programed in fiscal year 1972 for tra ining for Austria an d --------.
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General Warren. Fiscal  year 1972 MAP training programed for 
Austria a nd --------i s---------respectively.

Mr. P assman. Why couldn 't these countries pay this small sum for 
their training ?

General Warren. Both of these countries could pay these small 
tra ining c osts ,--------.

PORTUGAL

Mr. Passman. The first country in the Europe region is Portugal, 
for which--------is estimated fo r 1972, a ---------the current fiscal year.

Since the base righ t agreement bet ween the United Sta tes and Port u­
gal expired in 1962, has the United States been try ing  to get a formal 
agreement from Portugal  ?

General Warren. United States and Portuguese authorities have 
consulted periodically concerning the s tatus  of the  bases but, in effect, 
we have been operating on the curre nt ad hoc basis ever since the expi­
ration of the formal agreement in 1962.-------- .

Air. P assman. Would a fo rmal agreement be more advantageous then 
the present ad hoc arrangement ?

General Warren. I would not want to speculate on that  since it 
would depend so much on the terms of such an agreement.-------- .

Mr. P assman. Are all the funds  requested for  materiel to be used to 
supply  spare part s to Por tugal ?

General Warren. The materiel requirements for Portugal  are for 
spare  parts w ith one exception. There is one requirement for ammuni­
tion to be used for train ing  purposes.

SP AI N

Mr. P assman. Spain is the next country to be considered, for which
the estimated fiscal year 1972 program i s --------, a -------- the cu rrent
fiscal year.

You indicate the tota l gra nt military aid agreed to by the United
States  and Spain i s --------. Will this be spread over the next '5 years
including this year ?

General Warren. O f th e --------to tal for grant mili tary  a id ,---------
is fo r tr aining and the t rain ing  will probably be spread about evenly 
over the 5 years. As for the materiel to be provided, the Spanish  
have indicated a desire to receive this  as soon as possible and we 
would like to fund the bulk of it in fiscal year 1972 and fiscal year 
1973. If  th is is done, actual deliveries of the materiel would probably 
extend into about the 4th year of the agreement.

Mr. P assman. Why have defense expenditures as a percent of G NP 
dropped in Spain from 3.9 percent in  calendar year 1968 to 3.6 percent 
in calendar year 1970, estimated ?

It  seems a lot of these countries are decreasing the ir defense ex­
penditures as a percent of GNP while the United States  is p roviding 
military assistance to them. The least they could do would be to keep 
defense expenditures at a constant percentage of GNP and reduce 
assistance from external sources.

General W arren. The pattern you describe is found in many coun­
tries today. In  many cases, th is trend  results from rising  prices and 
inflation, increasing domestic pressures for  nonmili tary programs and,
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of course, the decisions of the political leaderships tha t must balance 
these fac tors. I also believe tha t this downward trend in many coun­
tries must be leveled off or even reversed somewhat.

Mr. Passman. I s it true  tha t most of these funds will be used 
to purchase new vehicles and weapons?

General Warren. Th at’s correct. A varie ty of vehicles and ar ­
tillery pieces will account f or  most of these funds.

Mr. P assman. Was any agreement reached on how much excess 
equipment should be provided over the 5-yeiar period?

General Warren. As I stated earlie r, the MAP par t of the agree­
ment with Spain  was to provide specific items of equipment which
we estimated to be valued at fiscal year 1971 prices, a t --------. Some
of this equipment, is to come from excess, but  the cost to repa ir and
rehabilitate this equipment is included in t h e --------. We also agreed
to provide excess machine tools w or th --------i f new, should there be
tools desired by the Spanish excess to current U.S. needs. The Spanish 
would pay any costs for repa ir or shipping  of these machine tools. 
We do not intend to provide any addi tional  excess equipment to Spain 
under  MAP.

Africa

Mr. P assman. General, would you provide for the record a table 
showing the percentage and the amount of the $19,009,000 which is 
estimated to be allocated to Afri ca in fiscal year 1972 for operation, 
investment, and training ?

General Warren. Yes, I will provide the table.
(The in formation follows:)

AF RICA

[Dolla rs in thousands)

Programed Program valu e Percent

O p e ra ti n g .. .. ...................................... ....................................... ............................. .....................
Inve stment.......................................................................................................................................
Tr ain ing............................................................................................................................................

13,141 69
2,3 15 12
3,5 53  19

Total. 19 ,0C9 100

MO RO CC AN  AN D T U N IS IA N  M IL IT A R Y  AS SIST AN CE

Mr. P assman. You state tha t one of your limited objectives of 
MAP assistance to Africa is to improve the limited defensive capa­
bilities of Morocco and Tunisia. W hat  or who are these two countries 
being trained to defend against?

General Warren. Morocco and Tunisia  have for some time been
--------. The recent settlement of the A lgerian-Tunisian and Algerian-
Moroccan border disputes and a general relaxing  of tensions in the 
Magh reb have created a less threa tenin g environmen t.-------- .

K E N IT R A  CO M M U N IC A TIO N S FA C IL IT Y

Mr. Passman. I s the Ken itra communications facility in Morocco 
important to the defense needs of the United States?

General Warren. --------.
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SOVIET IN FL UEN CE IN  AFRICA

Mr. P assman. I note in your justifications you state one of the 
Soviet objectives appears to Be to reduce NATO and Western influence 
in Africa . How are the Soviets attempting  to do this and are they being successful in this effort ?

General W arren. We believe the Soviets are seeking to achieve po­
sitions of influence through increased mil itary and economic aid pro ­
grams, through increased ship visits and naval presence, and cultura l 
exchange prog ram s.-------- .

SIT UA TIO N IN  LIBY A

Air. P assman. You talk  about the uncerta in situation in Libya 
--------. Would you please explain the present situation in Libya?

General Warren. Since the September 1969 coup, L ibya has been 
ruled by a group of junior military officers (Revolutionary Command 
Council). The orientation  of the new leadership is essentially Ara b 
nationalist. They have concluded an agreement to acquire considerable milit ary equ ipment--------.

SOVIET ARMS TO ALGERIA

Mr. P assman. Have there  been large  amounts of Soviet arms de­liveries to Algeria this pas t year ?
General Warren. Soviet arms deliveries to  Algeria during the last year --------.

U.S.S .R. ASSISTANCE TO ------------

Mr. Passman. I note in several places you mention tha t the Com­
munists are try ing  to increase the ir influence throu gh programs of 
economic and milita ry assistance and you u se --------as a specific ex­ample. I s --------presently requesting assistance from the Soviets anddoes she appear to be pro-Communist ?

The reason I ask th is question is because last year AID requested 
$1,950,000 in fiscal year 1971 technical assistance funds for this  country.

General Warren. --------.

EUROPEAN TRADE W IT H  AFRICA

Air. P assman. You indicate assistance to Africa  from Western Eu ­rope is still significant, bu t decreasing. Is it not true tha t many Euro­
pean countries have benefited from the ir relationship with various Afri can countries in the form of important  trade items ?

General Warren. Alany o f the  Afr ican  countries m ainta in substan­
tial  economic and military relationships wi th the ir former metropoles. 

DECREASE IN  WE STERN EUROPEA N ASSISTA NCE

Air. Passman. I assume this decrease in assistance from Western 
Europe will increase the  U.S, assistance effort, is that correct?
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General Warren. Not necessarily. I t would depend on futur e devel­opments, for  example, the security situa tion in the countries, the ir needs, whether the ir milit ary relationship with Western Euro pe can 
be mainta ined on a sales basis, and what U.S. security interests, if any, might be affected.

TR AIN IN G PROGRAM FOR CONGO

Mr. P assman. The MAP material assistance program  for the Congo was terminated in  fiscal year 1971 bu t the tr ain ing  program is st ill in existence; is that correct ?
General Warren. Yes, that is correct.
Mr. Passman. What other programs have we terminated this past  year?
General Warren. The fiscal year 1971 materiel program for Congo (Kinshasa) was terminated. We plan, however, to continue a small training-only program.

NEW  PROGRAMS

Mr. Passman. W hat new programs do you plan to sta rt this year and why?
General Warren. We do not plan to ini tiate new materiel programs for African countries ; however, we do plan orientation training visits for a few countries such a s--------.

CONGRESSIONAL RE ST RA INTS ON  M AP TO AFRICA

Mr. Passman. You s tate several congressional restraints  have been imposed on the African  mi litary assistance program of which one is a $40 million per year monetary ceiling on the value of defense articles and services provided, excluding train ing. What are the other re­stra ints  ?
General Warren. The congressional r estraints specifically on mili­tary assistance to Africa are the following: (1) Section 508 oi the FAA restricts grant  milit ary assistance to African countries to a tota l of $25 million and to purposes of meeting internal security and civic action requirement only ; and (2) section 33 of the Foreign Military Sales Act  imposes a ceiling of $40 million per year on the  value of defense articles and services, not including train ing,  being provided under  either the  FAA or the FMS Act. In  addition, there are various general restr aints which have some effect on our assistance to Africa , such as the restriction  on students imposed by section 510 of  the FAA , the  re ­

striction on provision of excess equipment contained in section 8 of  the fiscal year 1971 FMS Act, and the restric tion on provision of sophisticated weapons in section 504(a) of the  FAA.

OR IENT AT ION VISIT S FOR AF RI CA N CO UN TR IES

Mr. Passman. I note you are going to provide a few orienta tion training visits for milit ary personnel from other selected Afri can •countries.
What countries will participate in these or ientation visits?
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General  W arren. Co nside rat ion  is cu rr re nt ly  be ing  giv en to the  
fo llowing  co un tri es :—  -----.

Mr . P assman . H ow much wil l thes e or ientat ion vis its  cost in fiscal 
ye ar  1972 and wh at wil l the costs cover?

General  W arren- F or fiscal ye ar  1972 $100,000 ha s been prog ram ed  
fo r these visi ts. These  fund s will pro vid e tran sp or ta tion  and liv ing 
allo wan ces  involved in the visi ts.

Mr . P assman. W ha t type  of tr ai ni ng  wi ll be conduct ed on these 
or ientat ion vis its,  i f any ?

Gener al W arren. F or mal  t ra in in g,  per se, i s no t inc lud ed as a  p art  
of  t hese vis its.  Th e ma in p urpose of thes e vis its  is to  prov ide  a be tte r 
un de rs tand ing of  t he  U ni ted State s and, in  pa rt icul ar , of  i ts mili ta ry  
establ ishment.  I tine ra ri es  ar e t ail ored  when feasib le to mee t a  p ar ti cu ­
la r in ter es t and are des igned to acquain t the vi si to r no t only with  th e 
U.S. m ili ta ry  es tab lishm ent bu t wi th the  civ ilian  asp ect s of  the U.S . 
way of li fe  as well.

LIBYA MAAG

Mr. P assman. I  no te you plan  to prog ram $100,000 in  fiscal ye ar  
1972 for  su pp or t costs fo r a sma ll U.S . MA AG  in  L ibya  to  a dm in ist er  
del ive ries fro m p rior  a nd  any  fu tu re  yea r sales pro gra ms .

Ac cording  to yo ur  tab le sho wing M AP  del ive ries fo r th is cu rre nt  
year,  you  will  hav e made all  yo ur  deli ver ies  by th e end of  fiscal ye ar  
1971 to  Libya an d I  noti ce no cre dit  sales  have been pro gra mm ed to  
th is  coun try  for  the la st seve ral fiscal ye ars.  W hy  th en  are  we prov id ing 
$100,000 in fiscal y ea r 1972 fo r sup po rt costs for  the M AA G ?

General  W arren. ---------. Th e fu tu re  of  the  MAA G is dependent
upon  b oth  the  f ut ur e of ou r overa ll m ili ta ry  sales  p ro gra m ---------.

MAAG SUPPORT COSTS

Mr. P assman. Do we provide  su pp or t costs  fo r MAA G's in othe r 
countries ?

Ge neral  W arren. W e pro vid e a po rtion  of  the su pp or t fo r all  th e 
MAA G’s, mission s, and  mi lgroups.

As  stat ed  elsewhere , all  such  organiz ati ons are supp or ted fro m a 
com bin ation of the m ili ta ry  ass istance  ap pr op riat ion,  defense ap pr o­
pr ia tio ns , a nd  host -co untry  c ontrib utions.

Mr. P assman. I f  so, how much is in th is  fiscal ye ar  1972 m ili ta ry  
ass ista nce  reques t fo r thes e su pp or t costs? Ple ase  prov ide a breako ut  
of  thes e costs by co untry .

Ge neral  W arren. We are es tim ati ng  $13,507.3 th ou sand  f or  su pp or t 
of  th e M AA G’s in fiscal ye ar  1972. A  bre ak ou t of  these  costs  by co un try  
fo llo ws:
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Mili tary  ass istance s upport cost
MAAG:

(I n  tho usan ds )
B e ll u x _______________________________________________________  $190. 9
D en m ar k_____________________________________________________  138. 7
Fr an ce  ______________________________________________________  149. 5
Germany  ____________________________________________________  540 .3
Greece ______________________________________________________  648 .3
It al y ________________________________________________________  231 .4
Libya _______________________________________________________  177 .6
Morocco _____________________________________________________  177. 0
Neth er lan ds  _________________________________________________  114 .0
No rwa y _____________________________________________________  97. 8
Po rtu ga l ____________________________________________________  146.4
Spa in _______________________________________________________  208 .6
Tu nisia  _____________________________________________________  185. 4
Turke y ______________________________________________________  1. 266. 2
Dominic an R epub li c__________________________________________  143. 2
Pe ru  ________________________________________________________  81. 0
Congo _______________________________________________________  612. 2
Ethiop ia  ____________________________________________________  1. 165. 9
In di a ------------------------------------------------------------------------------------ 153.1
Ir an  ________________________________________________________  936 .4
Jo rd an  _____________________________________________________  107 .4
Liberia  _____________________________________________________  245 .9
Niger ia _____________________________________________________  25.3
Pa ki st an  ____________________________________________________  213 .6
Saudi  A ra bi a_________________________________________________  338. 8

China  ______________________________________________________  1. 000. 3
Indonesia  ___________________________________________________  256.3
Ja pa n ______________________________________________________  204.8
Korea  ------------------------------------------------------------------------------------3.127 . 2
Ph ilipp ine s _________________________________________________  415. 1

Wo rldwide to ta l____________________________________________  13. 507. 3
Note : Cambodia not list ed since the  composition of the  Milit ary Equipment Delivery Team is not firmly establ ished.

Mr. Passman. What do these support costs cover?
General Warren. These support  costs cover, in terms of the mil itary  

assistance appropriation , the (1) pay and allowances of U.S. civilian 
personnel; (2) change-of-s tation travel costs for U.S. civilian person­
nel and dependents;  (3) temporary-duty travel of both civilian and 
military personnel; (4) rents, communications, and utili ties;  (5) 
prin ting  and reproduction ; (6) payment of salaries for local indige­
nous personnel required to support MAP overseas activities; (7) sup­
plies and materials; (8) equipment required in MAP administrative 
duties:  (9) other contractua l services; and (10) one-half of MAAG 
airc raf t support costs.

In terms of milit ary department appropria tion, it pays those costs 
for military personnel which would be incurred  under any circum­
stances and are not peculiar  to mili tary  assistance activities. These 
include: (1) pay and allowances of milit ary personnel; (2) travel 
expenses incident to change of station of military personnel and de­
pendents ; (3) one-half of MAAG aircra ft support costs; (4) oper­
ation of welfare and recreational facilities fo r mi litary personnel and 
the ir dependents; and (5) medical care for milit ary personnel and 
dependents.
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WHEELU S WITHDRAWAL

Mr. Passman. Has  the United States now completely withdrawn 
from Wheelus Air  Force Base in Libya ?

General Warren. W ithdrawal  from Wheelus Air Force Base was 
completed on June 11,1970.

ETHIOPIA

Mr. Passman. The first country  in the Afri ca region is Ethiopia, 
for which the fiscal year 1972 estimate i s --------the fiscal 1971 pro­
gram.

If  the present government of Ethiopia changed, would the United 
States  still be allowed to operate  the communications facility  at 
Kagnew Station ?

General Warren. --------.

INTERN AL THREAT TO ETH IOPIA

Mr. Passman. What internal force is presently threa tening Ethio ­
pia’s security ?

General Warren. P rinc ipal ly an organization called the Eri trean 
Liberation Fro nt whose stated goal is the independence of Eri trea  
Province from Ethiopia .

ETH IOP IAN  FORCES

Mr. Passman. If  tensions are growing between Ethiopia and the 
Sudan  and Somalia, why would th e --------.

General Warren.-------- .
t • i: J V ‘ •> h 'If' > • >r!f b’ ‘ T t :.>n ’.M.dil/j :

F -5  AIRCRAFT COSTS

Mr. P assman. How much does an F -5 aircra ft cost?
General Warren. According to the latest  mili tary  assistance pro ­

gram  data listing the current  acquisition cost of the single place F-5 -A  
is $1,100,000. The-two place F- 5-B model is $1,149,000.

Mr. P assman. The reason I ask is because you list th at  in fiscal year 
1972 you plan  to allo cate --------for investment costs bu t you also in­
dicate  th a t-------- aircra ft will be provided in the same year. Would
you please explain how you can purchase--------?

General Warren. Of course, you can not purch ase --------a irc raf t
fo r --------. The  cost of t h e -------- airc raft  is included in th e ---------
operating costs.------- .

F -5  AIRCRAFT FOR ETHIOPIA

Mr. P assman. You indicate tha t the U.S. milit ary assistance p ro­
gram to Ethiopia will help develop the armed forces in order for them
to maintain  inte rnal security. Why are --------a irc raf t needed to help
maintain this  security ?

Wouldn't  a cheaper, less sophisti cated aircra ft accomplish the same 
purpose ?

General Warren. The F-5 is a multipurpose aircra ft and has a 
capab ility for providing close air supp ort to ground troops in the
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conduct of counterinsurgency ope rations .-------- . Since the F- 5 is a l­
ready in the Ethiopian inventory, changing to another type  aircra ft 
now could only complicate the logistics problem and increase program costs.

AL LE GE D SH OR TA GE  OF  E T H IO P IA N  PI LO TS

Mr. Passman. In  a General Accounting Office report dated Feb ru­
ary 1C, 1971, the following is stated :

Would you please comment on this statement ?
General Warren. We have asked each unified command to  inves­

tigate  the alleged deficiencies and report to us. The results of these 
investigations will be available on or alxmt mid-April.

LIB ER IA

Mr. Passman. The next country in the African region is Liberia , 
for which the fiscal year 1972 est imate i s -------- fiscal year 1971.

What internal force threatens the security of Liberia?
General W arren. There is no organized internal thre at in Liberia. 

This includes the absence of a Communist Pa rty  and Communist
political representa tion. --------. Pres iden t Tubman is curre ntly ineffective control,-------- .

Mr. P assman. Why is th is small African country considered to  be 
important enough for the United States  to prov ide mil itary  assistance fu nd s--------

General Warren. President Tubman has been a consistently
he lp fu l-------- . Our relatively small mili tary  assistance program has
been one evidence to Liber ia of our continued friendliness and sup­
port. Liberia does not have a former colonial power to which to  look 
for assistance, and because of our historica l ties, tends to look to us 
to fill this need.

Air. P assman. I s this  being done without  in terfering in the interna l 
operations  of the Liberian Government ?

General Warren. Yes. Our mili tary  assistance to Liberia has not 
encouraged a mili tary  establishment  which competes unreasonably 
for Liberian financial and manpower resources. We do, of course, 
urge Liberia  to take organizational and other actions to  improve the 
admin istration of he r army.

Mr. Passman. Do you thin k we can buy friends ?
General W arren. No. Bu t if we cancel the assistance we have been 

providing over the years for certain lesser developed countries we 
may lose friends.

Mr. P assman. Some of the milit ary program areas listed in the 
presentation seem to be o f a civilian nature and therefore should be 
administered by the U.S. economic assistance program to Liberia.  
Would you please comment ?

General Warren. Pa rt of our MAP does go to suppo rt Liberian 
civic action projects, mostly road construction or road maintenance. 
Under MAP we provide equipment, support and tra ining to the 
Liberian Army Engineer Battalion, which conducts or supervises 
much of this activity. AID  also participates in thi s activity, however, 
mostly by providing the consumable-type items. Thus fa r it  has been a 

60- 20 8— 71— pt.  1----- 11
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cooperative effort which seems to have made good use of limited 
Liberian skills and resources.

T U N IS IA

Mr. Passman. The last country in the Africa region is Tunisia, for
which the fiscal year 1972 estimate is -------- the fiscal year 1971
program.

lia s Tunisia improved her defensive capabilities since last year?
General Warren. -------- . An in-country US AF  training program

has helped c reate a nucleus around which the Tunisians  are develop­
ing an F-86 squadron,--------.

T U N IS IA N  AR ME D FORCES

Air. Passman. How would you evaluate Tunis ia’s armed forces?
General Warren. --------.

E Q U IP M E N T  F U R N IS H E D  T U N IS IA  liY  OTH ER CO UNTR IE S

Mr. Passman. Wha t amounts and types of equipment are being 
furnished to Tunisia  by other countries ?

General Warren. Other than  the United  States, France  has been
Tunisia’s principal source of equ ipm ent .-------- . Small quanti ties of
equipment have been provided by the FRG , Sweden, the UK,  the 
UAR , the Netherlands, and Italy.

T U N IS IA N  M IL IT A RY  ASS IS TA NCE

Air. Passman. Do you feel it is beneficial to the United States  to 
provide this equipment and help Tunisia improve her defensive 
capabilities?

General Warren. The  provision of this equipment helps promote 
interna l stability  and a sense of nationa l security necessary to allow 
Tunisia to develop economically--------.

As a moderate Arab nation,  Tunisia has used its good offices in 
try ing  to reduce civil strife  in Jordan.

Latin America

Air. P assman. General, could you briefly tell the committee just 
what the present political situations are in the various countries in 
Lat in America ?

(The information was provided to the committee.)

CO UP S

Air. P assman. Have any countries experienced a coup in the last 
year and, if so, has the United States suspended mili tary  assistance 
to the countries which experienced a coup ?

General Warren. Last year the only country experiencing a coup 
in Latin America was Bolivia. Alii itary assistance, sales, and advisory 
activities were suspended on October 8, 1970, at  the time of  the  coup. 
Aft er clarification of the new government’s attitudes toward the 
United States, the suspension was lifted.
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MI LITA RY  GOV ERN MENTS

Mr. P asSman. H ow many and what countries in Lat in America are presently being ruled by military governments which took power by force?
General Warren. There are five countries in Lat in America pres­ently being ruled by military governments which took power by force. The countries are : Argen tina, Bolivia, Brazil , Panam a, and Peru .

RES ULT OF TR AI NI NG  PROGRAMS ON LA TI N AM ERICA N COUNTRIES

Mr. Passman. An  article in the Washington Post  of December 29, 1970, stated tha t the United States  may have unintentional ly stimu­lated some milit ary coups in Lat in America in the 1960’s because o f counterinsurgency training provided to some of the milit ary forces. Would you please comment on this situation  ?
General W arren. The Latin American milit ary officer is influenced politically by the environment in which he lives and by the tra ining he receives in his own country. U.S. programs cannot be expected to negate the political beliefs and attitudes  of a lifetime among which is the widely accepted reaction in Latin America of intervention by the m ilitary when it judges tha t the  government has failed. Neverthe­less, tra ining in the United States does expose him to U.S. concepts of democracy and the  prope r role of the military in society. U.S. tr ain ­ing is aimed at main taining internal security and stabi lity in orde r that  economic progress can be achieved. No pa rt of the U.S. t rainin g given him is in any way related  to overthrow of governments.

MILITARY EXPENDITURES

Mr. Passman. H ow does the United States  go about encouraging Lat in American countries to develop only those m ilita ry forces needed for valid security needs and to avoid mili tary  expenditures which would interfere with the socioeconomic progress?
General W arren. We recognize tha t we must deal rea listically  with the Latin American Governments as mature partners  and without paternalistic  interference in the ir internal affairs. No one likes to see money spent unnecessarily on arms. Nevertheless, it is unrealis tic to expect the larger Latin American countries to phase out or disband their armed forces. Most o f their  equipment is of WWII-Korean  war vintage and large quantities predate  WWI I. We cannot expect the Lat in American military to continue to make do with this obsolete equipment. At  some point in time, they will acquire more modern mili­tary equipment. It  would be in everyone’s interes t tha t they do so in a way t ha t would not stimula te an arms race through the introduction  of overly sophisticated equipment and with the least diversion of resources. ()ur Military  Groups endeavor to advise the host countries to acquire only equipment essential for interna l security purposes and to avoid mi litary  expendi tures which would in terfe re with  socioeconomic progress. Unless we can assist in grea ter measure with the ir modern­ization requirements, however, through the removal of current legislative restrictions, we have very lit tle influence or impact on the ir equipment acquisitions.
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PURCHASE OF WEAPONS

Mr. Passman. I know the United  States can rest rict its own aid 
to the Latin American countries but what  prevents these countries 
from buying weapons from other countries in the world?

General Warren. With the existing legislative restrictions on mi l­
itary sales to La tin  America there is little that the United  States 
can do to prevent Latin  American countries from buying weapons 
from other countries in the world. Our Milit ary Group representatives 
try to discourage the ir hosts from making excessive m ilitary equip­
ment acquisitions with varying degrees of success. In  the final analysis, 
however, with the existing  legislative restrictions they are not in a 
position to offer a lternative  solutions and consequently have limited 
impact on decisions. The U nited  S tates could have a major impact  on 
third-country purchases if  we could offer mili tary  equipment on a 
competitive basis with other  countries in the world. The removal of 
restric tions concerning sophistica ted equipment and regional ceil­
ings would be a step in this direction. Many Lat in American countries 
pre fer  to purchase their mili tary  equipment from the United  States 
because thei r logistic system is U.S.-oriented.

Mr. Passman. Could you tell us what countries in Lat in America 
are presently purchasing weapons from other countries which the 
United States considers to be beyond the “va lid security needs” of the  
par ticu lar country?

General Warren. I t  is difficult to give a precise answer to your 
question. As a general statement, however, we could consider that , 
in the context  of our own m ilita ry plans and from our vantage point, 
milit ary equipment acquired by those countries for a role o ther than  
for internal security purposes would exceed “valid security needs.” In  
this  category would be m ilita ry equipment such as submarines, air ­
cra ft carriers, jet bombers, long-range ground-to-ground missiles and 
heavy tanks. I should point out, however, t ha t they are not beyond 
the countries’ “valid security needs” as they themselves see thei r 
needs.

COUNTRIES SUPPLYIN G MILITARY EQUIP ME NT TO LAT IN AMERICA

Mr. P assman. What thi rd  countries are supply ing these weapons?
General Warren. The following countries are supplying military 

materiel to Latin American countries:  France, United Kingdom, 
Netherlands, Switzerland, Ganada, Ital y, Belgium, Germanv, Yugo­
slavia, and the U.S.S.R.

CONGRESSIONAL RESTRAINTS ON MAP

Mr. Passman. You indicate that several congressional restraints  
have been imposed on the military-assistance program to  Lat in Amer­
ica of which one is a monetary ceiling of $75 million per year on the 
value of defense articles and services, excluding train ing,  provided 
under the MAP and sales programs. Would you please tell the com­
mittee what the other restra ints are?

General Warren. Othe r specific restrictions on military aid to Latin 
America are within the Fore ign Assistance Act o f 1961, as amended.
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Section 507(a ) the value of g rant  programs of defense art icles for 
American Republics in any fiscal year beginn ing with the fiscal year 
1962, shall not exceed $25,000,000 of which any par t may be used for 
assistance on a. cost-sharing basis to an inter-American mili tary  force 
under  the control of the Organization of American States.

Section 507(b) to the maximum extent feasible, military assistance 
shall be furnished to American Republics in accordance with joint 
plans (including joint plans relat ing to interna l security problems) 
approved by the Organization of American States. The President 
shall submit semiannual reports to the Speaker of the House of Repre­
sentatives and to the Committee on Foreign Relations of the Senate 
on the implementation of this subsection.

Section 507(c) except (1) to the extent necessary to fulfill prior 
commitments, or (2) for civic action assistance, o r (3) to the extent 
that the Presiden t finds, with respect to any Latin American coun­
try , tha t the furnishing of m ilitary assistance under this act is neces­
sary to safeguard the security of the United States  or to safeguard 
the security of a country  associated with the United States in the 
Alliance for Progress  against overthrow of a duly constituted gov­
ernment, and so informs the Congress, no fur the r mili tary  assistance 
under any provision of this act shall be furnished to any Lat in 
American country.

Section 507(d) notwithstanding the foregoing provisions of this 
section, not to exceed $10 million of the funds made available for 
use under this pa it may be used to furnish assistance to the Ameri­
can Republics, directly or through regional defense arrangements, 
to enable such Republics to strengthen patro l activities in their 
coastal waters for the purpose of preventing landings on the ir 
shores, by Communist or other subversive elements orig inating in 
Cuba, which threa ten the security of such Republics and of the ir 
duly constituted governments.

In  addition, there are various general restraints  which have some 
effect on our assistance to Latin America, such as the restriction 
on provisions of excess equipment contained in section 8 of the fiscal 
year 1971 FMS Act, and the provision of sophisticated weapons in 
section 504(a) of the FA A.

MA KE-UP  of  LAT IN AMERICA MAP REQUEST

Mr. Passman. I notice this year you propose tha t the entire pro ­
gram for fiscal year 1972 for Latin America will consist only of 
training and no materiel wiil be provided, is tha t cor rec t'

General Warren. The program proposed for Latin America pro­
vides for no materiel except that  which may become available from 
the contingency fund, which would require obtain ing a Presidential  
determination on a case-by-case basis.

Mr. Passman. Would you please explain this change in the program ?
General Warren. The reason for the change in the Lat in America 

program is the limit of $75 million for defense articles and services for 
La tin  America contained in prio r year legislation. We already are ap­
proach ing tha t limi t in FMS dollar amounts alone, in antic ipated  sales
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ba sed on int ere st exp ressed  by Lat in  Am erican  countrie s, so t ha t we a re 
unabl e to  prog ram any gra nt M AP othe r th an  tr ai nin g un de r the 
cu rren t cei ling . Th e am ou nt  sho wn fo r Lat in  Am eri ca  in  th e cu rre nt  
reques t is pr im ar ily  fo r trai ni ng , which  is no t subje ct to  th e cei ling  
lim ita tio n.  We are req uesting  an  increase in th e Lat in  Am erica  re ­
gio nal ce iling  in cu rren t leg islation , and if  th e ce ilin g is rai sed , we 
will fu nd  some gra nt mate rie l prog rams on a coun try -by-coun try  and 
case-by-case bas is fro m t he  cont ing enc y fun d.

TR AINING  PROGRAM COSTS

Mr.  P assman. S ince all the prog rams lis ted  fo r fiscal ye ar  1972 fo r 
the indivi du al  countr ies  a re  und er  a  $1 m illion and seven co un try  p ro ­
gram s are even  unde r $500,000, why  does the Uni ted St ates  find  it  
nec essary  to  finan ce th is  trai ni ng ? I  am sure the coun tries cou ld foo t 
th e  b ill.

Ge neral  W arren. These  small trai ni ng  pr og rams reflect a pha se 
dow n fro m the la rg er  prog rams of  ea rli er  yea rs. Th e rec ip ien t coun­
tri es  have  assu med an inc rea sin g share  of  th ei r own defens e req uir e­
me nts; how ever, the y sti ll need some assistance. Th e fiscal  ye ar  1972 
prog ram conta ins  no gr an t ma ter iel  assis tance. Th e remaining  small 
gra n t tr ai nin g prog rams are an im po rtan t ingred ient  of  ou r ove ral l 
re la tio ns hips  wi th these cou ntr ies . I f  we stop ou r tr ai n in g assi stan ce, 
we will c rea te serious  pro blems  in ou r b road er  rela tio ns hips  w ith  these  
cou ntr ies . Th e Lat in  A me ricans do pic k up  a share  o f the cost  o f t hi s 
trai ni ng  in the  form of  pe r diem  costs and, in ce rta in  ins tances , t ra ns­
po rtat io n fo r th ei r stu dents .

KID NAPP IN G U .s . PERSON NE L

Mr.  P assman. I  guess one of  th e reasons is to  m aint ain a more 
fr ie nd ly  at tit ud e towa rd th e Uni ted St ates  b ut  I  do n’t kno w if  we are  
suc ceeding in  th is  are a with  all  th e kidn ap pi ng s of  U.S.  per son nel  
wh ich  ha ve  take n place . D o you have  a ny  comments  on thi s sub ject  ?

General  W arren. Tens ions ha ve  rise n s ha rp ly  in  Lat in  Am eri ca  du r­
ing t he  p as t 2 ye ars  w ith  s everal acts  of violence dir ec ted  ag ain st fo r­
eign  officials inclu ding  seve ral Am erican s. K id na pp in g is essent ially 
a na tio na l pro blem ove r whi ch th e Un ite d State s has li tt le  con trol . 
We  expect  local gov ern me nts  t o exercise fu lly  th ei r res ponsibi lity fo r 
prote cti on  o f forei gn  officials, b ut  we do no t ask them  to  accede  t o ex­
tre me dem and s. W ith in  a broa de r fra mew ork we act ive ly encourage d 
th e dra ft in g  of an OA S con ven tion  on the ex tra dict ion an d prosecu­
tio n of perso ns c om mitt ing  cr ime s ag ains t diplo mats  or  othe r foreign  
per son nel . T he  few kid na pp ings  of  U.S . pe rsonnel which  have  occu rred 
are  the w ork  of  de termi ned enemies  of  th e Uni ted State s opposed to the 
governm ents wi th  whom  we have  fr iend ly  and coopera tive relations, 
and in no  way su pp or ted by  them o r th ei r peoples.

FU ND S FOR CH IL E

Mr. P assman. I  note you are  pl an ni ng  to  pr og ram tr ai nin g funds 
in  fiscal yea r 1971 an d fisca l ye ar  1972 fo r Chile . T hi s cou nt ry  pres ently  
ha s in  powe r a Marxist gove rnmen t so wou ld you  ex plain why the  
Uni ted St ates  is pr ov id ing m ili ta ry  tr ai nin g fund s fo r th is  country  ?
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General W arren. As set forth  in the Pres iden t’s February  25, 1971. 
foreign policy presentation to Congress (U.S. Foreign  Policy for the 
1970’s), our bilate ral policy is to  keep open lines of communication. 
We assume that internationa l rights and obligations  will be observed. 
We are prepa red to have the kind of relationship with the Chilean 
Government tha t it  is prepared to have with us. While we do not seek 
confron tations with any government, those  which display unrem itting 
hostili ty cannot expect our assistance. And those which violate the 
principles of  the inter-American system, by intervening in  the affa irs 
of the ir neighbors or by facilita ting  the intervent ion of nonliemispheric 
powers, cannot expect to share the benefits of inter-American coopera­
tions. We will therefore observe closely the evolution of Chilean 
foreign policy.

Mr. Passman. I also note tha t you plan to train some of these 
trainees in the United States. Don’t you believe before we tra in any 
of Chile’s armed forces, we should determine which way Chile is 
going to move in her diplomatic programs ?

General Warren. As I  stated in the response to the previous ques­
tion, those countries that take actions hostile to us cannot expect 
our assistance. We will therefore observe closely the evolution of 
Chilean diplomat ic programs in terms of this policy.

FU ND S FOR ECUADOR

Mr. Passman. You also have programed tra ining funds for Ecua­
dor in fiscal year 1971 and fiscal year 1972. Have we suspended aid 
to Ecuador because of  her seizure of American fishing vessels ?

General Warren. FMS assistance to Ecuador was suspended in 
Jan uar y 1971 following the seizure of an American tuna  boat. All 
other  forms of mil itary assistance to Ecuador were terminated in 
February  1971 after Ecuador, as an act of retal iation  for the FMS 
suspension, expelled the U.S. Military  Group tha t adminis tered the aid 
program and provided advisory assistance.

Mr. Passman. Will the funds you have present ly programed for 
training for Ecuador be withheld  unti l some equitable settlement is 
made to the United  State s concerning these incidents ?

General W arren. W ith the withdrawal  of th e U.S. mili tary  group 
at Ecuador’s request, we have no basis for continuing the tr ain ing  pro­
gram and will, under the  present  circumstances, withhold the t rain ing  
funds programed fo r Ecuador.

WITHDR AW AL OF U. S.  ASSISTAN CE IN  LA TIN AMERIC A

Air. P assman. Have there been any other incidents this past year 
in which U.S. assistance was discontinued to any Lat in American 
country ?

General Warren. With  the exception of Ecuador, there have been 
no other incidents during the past  year in which U.S. assistance was 
discontinued to any Lat in American country. The October 1970 coup 
and counter coup in Bolivia resulted in a MA P suspension on October 
8, 1970. MAP was resumed on October 13, 1970, following resumption 
of normal relations  with the new government.
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REGIONAL COSTS

Mr. Passman. You list $191,000 for “Regional Costs.” What do these 
costs cover ?

General Warren. The $191,000 fo r “Regional Costs” covers the fol­
lowing: (a) $30,000 for supplies and materia ls to support on-the-job 
training a t the  School of Americas, and to  provide miscellaneous sup­
plies and equipment for mobile tra inin g teams. (5) $107,000 for the 
suppo rt of training exercises involving various L atin  American coun­
tries. The exercises include such areas as communications, surveillance, 
and coordination of ground forces, (<?) $54,000 for other tr ain ing  sup­
port  which includes costs for (1) various seminars; tha t is, intell i­
gence, signal, civic action, consisting of leaders from different Latin 
American countries for the purpose of exchanging ideas; (2) film 
narration in Spanish  fo r School of Americas and Inter-American Air 
Forces Academy and prin ting  of publications for the School of 
Americas.

E XCES S EQU l PME N T

Mr. Passman. You have no excess equipment programed for any 
Lat in American country in fiscal year 1972; is tha t correct?

General Warren. Tha t is correct. As previously stated, there is no 
materiel program provided  for Latin America in fiscal year 1972 ex­
cept tha t which may be provided on a case-by-case basis from funds 
available through the Pres iden t’s Contingency Fund. Defense pro­
graming policy precludes the provision of  excess equipment for coun­
tries for which only training is authorized.

NONREGIONAL

Mr. P assman. General, would you explain briefly how the decrease 
of $8,394,000 below last year was accomplished?

General Warren. Xonregional costs have decreased $8,394,000 be­
tween the  fiscal year 1971 and the estimated fiscal year 1972 military 
assistance programs. Decreases were in administrative expenses— 
$2,300,000; supply operations for phaseout countries—$484,000; stor­
age and maintenance of MAP materiel—$378,000; and training— 
$32,000. The contingency requirement of $5,200,000 has been dropped 
in fiscal year 1972.

CONTINGENCY REQUIREMENT

Mr. P assman. Has any of the $5,200,000 programed in fiscal year 
1971 for contingency requirements been obligated thus far?

General Warren. The $5,200,000 programed in fiscal year 1971 for 
contingency requirements has not been obligated thus far.

Mr. P  assman. If  these funds are  not needed dur ing fiscal year 1971, 
will they be reappropriated in fiscal year 1972 ?

General Warren. The funds will be used d uring fiscal year 1971 
for worldwide materiel requirements and, therefore, will not require 
reappropria tion.

PHASE OUT COUNTRIES

Mr. Passman. General, would you l ist for the record the names of 
the phaseout countries for which you are requesting $1,424,000 for 
supply operations ?
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General Warren. There are twenty (20) phaseout countries which 
require supply operations funding in fiscal year 1972. These countries 
are :

Iran
India
Libya
Morocco
Argentina
Bolivia
Brazil
Chile
Colombia
Dominican Republic

Ecuador
El Salvador
Guatemala
Honduras
Nicaragua
Panama
Paraguay
Peru
TTrumiay

ADMINISTRATIVE EXPENSES

Mr. Passman. How are you able to reduce your admin istrative ex­
penses by $2,300,000 when the MAP program will be much higher in 
fiscal year 1972 than you an ticipated i t would be last year in fiscal year 
1971 ?

General Warren. The $2,300,000 reduction reflects the net  impact of 
personnel reduction within selected MAAGS and stateside, as well as 
the tran sfer  of funding for mili tary  PCS  and supplemental station 
allowances from M AP to Defense appropria tions commencing in fiscal 
year 1972. These transfers account for $1,600,000 of the reduction. 
Subs tantia l personnel reductions have been directed for China, Iran , 
and  several European MAAGS (Bellux, Denmark, Germany, Ita ly,  
Netherlands, and Norway) in fiscal year 1972. Additiona lly, in spite of 
the increased program, the numbers of personnel who adminis ter the 
program a t the Washing ton level are being reduced during the latt er 
part of fiscal year 1971, resulting  in decreased funding requirements  
for fiscal year 1972. These personnel reductions account for the re­
maining $700,000 decrease in adminis trative expense as compared with 
fiscal year 1971.

Mr. Passman. Again  this  year would you explain the relationship 
between the $1,900,000 requested unde r administra tive expenses for 
reimbursement to the State Departmen t in fiscal year 1972 and the 
$1,700,000 requested unde r t raining for  the same purpose?

Please also furnish the same table reflecting the country breakdown 
of these two items as you provided las t year.

General Warren. When common services are provided by th e U.S. 
Embassies, the  S tate Department is reimbursed from mili tary  assist­
ance funds. These common services may include: cryptographic serv­
ices; trans lation  and interpret  rati  on services; foreign language 
tra ining; and other housekeeping services. The Department of S tate  is 
also reimbursed for the indirect costs—overhead—involved in pro ­
viding these common services.

The total cost of these services for fiscal year 1972 is est imated in 
the amount of $3,600,000. Since these costs are generated by all per­
sonnel, the composition of the personnel in a given MAAG dictates 
whether we charge t hei r support cost to adm inistration  or to  tra ining 
or, as is frequently the case, to both.
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In  fiscal year  1972, we are estimating tha t our total reimbursement 
to State for our MAAG opera tions will be dis trib ute d: $1,900,000 for 
service in supp ort of the  adminis trators,  and $1,700,000 for service in 
support of the trainers.

(The table follows:)
Estimated reimbursement of State  Department services in support of MAAG 

Activit ies
MA AG : (I n  thousands)

Bollux________________________________________________________ $59. 9
Den mar k_____________________________________________________  50.1
Fra nc e_____________________________________________________   74. 3
German y_____________________________________________________  374. 9
Gre ece_______________________________________________________  283. 0
(Reg iona l Com municatio n Cen te r)_________ ____ _______ _______ 140.2
It a ly _________________________________________________________  155. 0
Liby a________________________________________________________  100. 0
Morocco______________________________________________________  74. 9
Nethe rlan ds __________________________________________________  54. 3
No rw ay ______________________________________________________  27. 9
Portuga l______________________________________________________  50. 9
Sp ain______________________________________________________  9. 5
Tun is ia _______________________________________________________ 89. 6
Congo________________________________________________________  200. 8
Eth io pi a______________________________________________________  197. 3
In dia _________________________________________________________ 52. 1
(Regi onal Comm unication Cen te r) _____________________________ 15.4
Ir a n _________________________________________________________  80. 1
Jo rd an _______________________________________________________  54. 0
Li be ria _______________________________________________________  30. 1
Pak is ta n______________________________________________________ 80. 5
(Region al Comm unicat ion  C en te r) _____________________________  04 .0
N ig e r ia ______________________________________________________  11. 2

Ca mb odia_____________________________________________________ 150. 0
In do ne sia_____________________________________________________  120. 2
Ja pan________________________________________________________  40. 5
Ph ili pp ines___________________________________________________  15. 6
Tai w an _______________________________________________________ 13. 8
Kor ea ________________________________________________________  4. 3
Domin ican Repub lic___________________________________________  104. 4
Per u_________________________________________________________  34. 2
Bur ea u Ov erh ead_____________________________________________  052. 4

To tal  Re im burse me nt________________________________________  ______

MAAG OPERATION

Mr. P assman. Would you briefly discuss the MAAG operation and 
explain  how the cost of these advisory groups are divided between 
this ap propriation bill and the defense appropriation bill ?

General Warren. The MAAG is responsible for planning, supervis­
ing and implementing the mili tary  assistance program in the host 
country  with the purpose of developing its military posture  so as to 
support its defense commitments. These responsibilities include tra in­
ing facilities  assistance and admin istering the cooperative logistics, 
mili tary  sales and grant aid programs to include the continuing 
residual g ran t aid activity in the phased out countries.

The defense appropria tion bill covers the pay and allowances and 
PCS of mili tary  personnel assigned to the MAAG, the ir welfare and 
recreationa l activities, dependent schooling, and 50 percent of the costs
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of operat ing MAAG airc raft . All other MAAG costs are paid from 
MAP.

Mr. Passman. Please provide an upda ted table which appeared 
on page 477 of last year’s hear ings showing the number of personnel 
assigned to countries where we do not now have a MAP program.

(The information  follow s:)
MAP PERSONNEL AUTHORIZED IN MAAGS AND MILGROUPS WITHOUT MIL ITARY ASSISTANCE PROGRAM, COST TQ 

MAINT AIN  SUCH PERSONNEL, AND DATE MIL ITARY ASSISTANCE PROGRAM WAS PHASED OUT

Estimated cost per country ,
Personnel Authorized July 1,1971 fiscal year  1972 (do lla r,

------------------------------------------------------------------  thousands) Year
United States -------------------------------------------------  MAP

--------------------------------- Foreign Country U.S. phased
Country M ilitary Civ ilian nationals Total Total share share out

Belgium /Luxembourg ............... 7 1
Denmark.............. .....................  7 0
France .......................................  7 1
G erm an y..................................  27 6
Ita ly ..................................   13 2
Libya.............................   5 0
Neth erlan ds .. .........................  8 0
Norwa y......................................  6
Japan.......................................... 5 5
Costa Rica.................................. 4 0

3 11       1965
4 11       1967
7 15       1964
9 42       1964
3 18       1965
1 6       1970
3 11       1965
3 10       1967
6 16       1967
1 5       1967

Total 89 16 40 145 ............ ............ .................................

Mr. Passman. Are all of the expenses of these people paid out of 
this appropria tion bill o r are  the  salaries paid by the Defense Depart­
ment.

Genera] Warren. Defense Departmen t appropria tions  cover pay, 
regular allowances and permanent change of station  (PC S) of mili­
tar y personnel, th eir welfare and recreationa l activities and depend­
ent schooling.

Mr. P assman. Why is it  necessary to maintain these advisory groups 
in the  countries where we have no MAP program ?

General Warren. U.S. Mili tary  Assistance Advisory Groups 
(MAAGs) are necessary in countries  where mili tary  assistance g rant  
aid programs have terminated  to perform the  following fun ctio ns:

(1) Supervision of end-item use in the  country .
(2) Arrange for the disposition of MAP materiel excess to the re­

quirement of the part icular country.
(3) Assist the country  in foreign mili tary  sales program and in the 

development and implementation  of cooperative logistic arrangements.
(4) Arrange for  the receipt and trans fer  of any remaining undeliv ­

ered MAP materiel.
(5) Provide D epartm ent of Defense representation to host govern ­

ment defense establishment.
(6) Provide mi litary  advice to Chief of U.S. Diplomatic Mission in 

the country.
Mr. Passman. Would you please explain  the MAAG aircra ft sup­

port  cost item ?
General Warren. MAAG aircra ft support costs include the cost of 

aviation POL,  TDY  of maintenance crews to and from maintenance  
locations, airc raf t parking  and land ing fees and cost for aircra ft guard 
services in addition to spare par ts and maintenance support. These costs
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are shared, the  MAP appropriation paying 50 percent and the mil itary 
department appropriation paying 50 percent tor  military department 
airc raft  assigned to the MAAG.

SOVIET MILITARY ASSISTANCE

Mr. Passman. I yield to the gent lelady, Mrs. Reid.
Mrs. Reid. Than k you, Mr. Chairman.
General Warren, according to a recent report in the New York Times, 

25 countries are receiving military  aid from the Soviet Union. It  also 
states that  the annual Soviet arms aid has jumped  to $800 million. 
Are there any countries which are receiving arms aid from both the 
Soviet Union and the United States ?

General W arren. I have some figures here estimating  $1.8 billion in 
communist aid in 1969 and 1970. These are ju st some of the countries.
For example, to the U A R --------to  North Vietn am ,--------- , and so
on. Cambodia  in the past received some aid from the U.S.S.R. There 
must be about 14 free world countries, as they are called, tha t receive 
communist aid, some of which we provide aid to.

Mrs. Reid. Will you provide tha t list for  the record ?
General Warren. Yes, I will.
(The information  follows:)

COUNTRIES receiving arms aid from both the soviet union and the 
UNIT ED STATES

General Warren. Countries to receive U.S. materiel and training 
gran t aid  in fiscal year 1972 which have received Soviet military  assist­
ance are Cambodia and Indonesia.

Countries  to receive U.S. training only grant aid in fiscal year 1972 
which have received Soviet military assistance a re :--------

Airs. R eid. In this same article it is stated th at the number of Soviet 
milit ary advisers and technicians around the world, exclusive of W ar­
saw Pact countries, is now estimated to be at least 25,000. Do you 
have any information as to where these technicians have been sent?

General Warren. Yes. First, I would like to provide the figures 
that I received the day before yesterday. While we have reduced our  
MAP authorized personnel streng th from approximately 7,400 to 
about 3,600 over the  last 31/9 years—which is a cut of about  3,800—
Russia has increased hers by about 4,000 in number, to -------- . While
we are phasing down to 3,600 now, the U.S.S.R.  has gone up to --------.
These are the equivalent of MAAG’s. But this is only par t of what 
you are refer ring to.

I don't know exactly where all the rest of the Russian personnel 
are, but the U.S.S.R. has several thousand who aren't MAAG types. 
They are in the United  Arab Republic, training them and helping 
them run their  missile sites, for example. They have a lot of them in 
Cuba, tra ining . They are scattered throughout the Communist world. 
I will do my best to find out tota ls by country, if I can. The  signifi­
cant thing is while we are tear ing down our MAAG’s so fast, they 
are bu ilding  up quite fast. I have a sheet here  of the Communist mili­
tary  technicians in Arab countries during the period June 1967 to 
1970. I t to ta ls --------. Thei r military assistance groups are just a part
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of tha t. They are a litt le bit different in that they are the headquarters 
advisers and not field workers.

Mrs. Reid. I  think it would be well to expand this for the record, 
because I think many people don't seem to understand tha t this is 
happening, and I think it is well that we do have the facts for the record.

(The informat ion follows:)

SOVIET MI LITA RY  TEC HNIC IA NS AND ADVISERS IN  FREE WORLD CO UN TR IES . 
1970

General W arren. During  1970, Soviet milita ry technicians and ad­
visers were active in the following free world count ries:
CoMwtriz: Number

(Discussion off the record.)

SAVINGS RESULT ING FROM U.S. WI THDR AW AL  FROM KOREA

Mrs. R eid. Would you expand on your statement on page 5, about 
the overall savings in Korea, as a result of the  implementa tion of the 
Nixon Doctrine?

General Warren. Tha t refers to the troop withdrawal from 
Korea—20,000 troops. Only pa rt of the savings tha t occur are realized 
immediately. There are other savings that continue year aft er year, 
because some of the withdrawing units were deactivated. I clon't 
believe T have the exact figures on savings.

Mrs. R eid. Can you project  how much will be saved as we reduce 
our own forces and help to build up the Korean forces?

General Warren. Yes: we would estimate a savings over the next 
5 years of about $500 million, as a result of withdrawal of our 
20,000 from Korea alone. I don't have figures for South Vietnam 
because I don't get involved in those withdrawals. I believe yester­
day Secretary Laird said it amounted to an incremental saving of 
something like $7 billion a year, but I would like to reeheck that , and 
if I am wrong, correct it in the record.

QUESTION OF MAP BEING OUT OF DATE

Mrs. Reid. There are some people who argue that our mili tary  
assistance program is out of date, tha t new weapons make over­
seas bases and land forces nea r the border of Russia and Red China 
of limited milita ry value to the ILS. security. Would you comment 
on this  ?

General Warren. I don't think the program is out of date. The 
problem with most o f our forward defense allies—these are the ones 
up next to the Communist world, such as Korea, China, Thailand, 
Greece, and Turkey—T believe that the ir forces are the righ t kind 
but some of their  equipment is out of date.

For  example, Turkey has the largest land army in the NATO 
area, and it is very important  to us. On the other hand, her navy 
is small, and she is going to have to depend on other NATO coun­
tries if there is an emergency to provide her with naval assistance. 
I don’t believe our program is out of date.
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We are really only talk ing about 13 materiel countries. Wha t we 
are doing is updated and approved by our J oin t Chiefs each year as 
the prope r objectives f rom the milita ry standpoint. It  is sor t of com­
plicated, because each country is different, but  some of the equip­
ment are out of date. The forces tha t we would like to update the 
equipment for, are the proper ones in my opinion, because none of these 
coun tries  can afford any nuclear weapons, items like nuclear sub­
marines or intercontinental missiles. The United States is going to 
have to handle that  one for them. I f people are talking  about th at type 
■of a problem, yes, some countries are  behind, but tha t is why we have 
security a rrangem ents with many countries.

As fa r as the Nixon doctrine is concerned, I don’t remember the 
exact words, but we will shield our allies and nations vital to our 
security if any nuclear power threatens  thei r freedom. There is no 
intention of ever letting  them have the weapons.

T R A IN IN G  IN  T H E  U N IT E D  ST AT ES  KOI! FO REI GN M IL IT A R Y

Mrs. Reid. Approximately how many foreign nationals are receiv­
ing training in the United States, under the mili tary  assistance p ro­
gram?

General Warren. Around 4,000 in fiscal year 1970 in the United 
States  I have the exact figures here. For  1971 there were 8,632 total  
trainees  of whom 4,000 were or will be trained in the  United States. I 
believe your question is how many were trained here?

Mrs. R eid. Yes.
General Warren. 4,000 in 1971. I t will be 4,000 or more in 1972, 

although our submission, which was based on records in Jan uary 
1971, lists only 3,744. The point is we aren’t in 1972 yet, so as the year 
progresses, we will be adding individuals to that  figure, as our 
MA AGS revise their programs for fiscal 1972.

Mrs. Reid. What type  of train ing  actually is provided ?
General Warren. Much of the training in the United States is 

technical for the purpose of quali fying people on weapons systems 
they are receiving from the United States. They send hundreds of 
technicians  who are  t rained in the various aspects of hydraulics, en­
gines. and communications. Most of them are mili tary  technical 
courses.

Then we send the more senior people to  the various service com­
mands and staff schools, because we feel this is an excellent way to 
develop an effective interface with senior people of other  countries 
who will be in a position of h igh responsibility in the future. There  are 
a lot o f people in high places around the world who were trained here. 
I have some examples of M AP courses. There is pilo t t rain ing,  eng i­
neering , officer field artil lery , advanced ordnance, advanced armor 
officer, signal officer, this type  thing. They are all related to the 
military.

REDUCED MAP  FOR CHIN A

Mrs. Reid. Inasmuch as the Republic of  China has made substantia l 
progress in obtaining economic independence, do you feel th at we can 
eventually substan tially reduce our mili tary  assistance program 
there?



173

General Warren. I feel we can and will and actually  we al ready 
have. China is an excellent example of the success of this program, in 
that  he r grant program just  about 5 years ago was $90 million. Then
it came down to $30 million, and it is now less th an --------million. A t
the same time in the l ast 3 years, her requests fo r cred it to buy things 
from the Un ited States, and repay us, have gone up steadily. I believe
they would like to have credit, in 1972, o f --------which amounts to a
pre tty big self-help fund. They are now buying much more from the 
United  States  now than we are giving them.

Our program last year of $20 million, was not even adequate to 
cover her O. & M. costs, tha t is parts  and things to support  her existing  
forces.

EFFECT IVEN ESS OF GREEK ARMED FORCES

Mrs. Reid. How does the effectiveness of the Greek armed forces 
today compare with what it was prior  to  the milita ry coup?

General Warren. I would have to just quote some of my Army 
friends. I was in Greece last month. Their comments on the Greek 
forces are that  those forces are in excellent shape and doing a really 
line jo b, --------. This  is in spite of the fact tha t we only recently re­
leased tanks  and items tha t had been suspended. Greece was short
--------tanks. She had only -------- and her forces called fo r-------- . We
are now filling the gap there, and she is doing very well.

U .s . REL ATI ONS W IT H  T H E  P H IL IP P IN E S

Mrs. R eid. What has been done to improve our relations with the 
Philipp ines? What are the current plans with respect to bases there?

General Warren. May I answer par t and  ask my State colleague for 
the rest. Clark Air Force Base in the Philippines is a major depot and 
supply point  for our support of the war in Southeast  Asia, so it is 
very important tha t we keep i t --------.

We are, however, relinquishing the U.S. Naval Air  Station at 
Sangley Poin t, which is across the bay from the c ity of  Manila. Then 
there are a lot of other miscellaneous locations in the Phi lippines where 
we have communications and rad ar facilities. We have and are with­
drawing a large  number of U.S. forces from the Philipp ines.

A while back there  was concern. For instance, at Clark, many 
dependents live in areas adjacent to the base and were subjected to 
damage and loss of personal property as well as fear fo r their physical 
well being. There is a crimina l element outside the base and a lot of 
gangster-type business going on. W ithdrawing as many of our people 
as we could from the local economy and getting them on base is one 
thing th at we have done to improve relations and avoid incidents.

Mr. Chapman. The Philippine society is going throu gh turmoi l. 
We are trying to  pu t our re lations on a new basis. There is a work ing 
group now, Filipino-American, discussing the mili tary  bases 
agreement.

effects of map in the free world
Mrs. Reid. General, what lessons would you say have been learned 

from our m ilitary assistance program to Indoch ina over the  pa st two 
decades, say? How w’ould you say these lessons have been learned  as 
to how this w’ill effect futu re planning, especially with respect to 
possible internal  civil conflicts ?
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General W arren. Ou r assi stance  to  Th ai land , of  course, has  given 
us a very close associatio n wi th the Th ais at  a cr iti ca l tim e in ou r 
m ili ta ry  involvement  in So uth east Asi a. Some of  th e bes t bases , in ­
clu ding  those fo r ou r ai r ac tiv itie s in SE A  a re in Th ai land . Our  past 
aid pro gra ms , an d ou r asso ciat ion in the pa st  wi th th e people who 
now lead the  governm ent—many of tho se officers, fo r example the 
head of  the ai r forc e, were tra in ed  over her e—has been beneficia l.

1 ju st  don't  hav e any  rea l specific com ment on Laos and South  
Vietn am . W ith a war  go ing  on, I  rea lly  ca n' t analy ze wh eth er our 
past g ra n t aid  was  effec tive or  not.  I  do n’t know.

Mrs . R eid. W ou ld  you comm ent,  Mr. Se cre tar y ?
Mr. Cha pm an . I f  we ha d done  no th ing in So uthe as t Asi a, I  th in k 

th e general  opin ion  is t hat  th a t a rea would  be in  the s phere  of influence 
of  C om mu nis t Ch ina tod ay.  In  1954 N or th  V iet nam was  the stron gest 
powe r in the are a, would  have  tak en  over So uth Vietnam. Laos has 
alw ays been a bo rder  sta te.  It  has nev er been a very unif ied country . 
Th ere was  an elem ent  th a t was all ied  to  Ha no i, th e Pat het  Lao, and 
Tha ila nd  h ad  a  st rong  p ar ty  that took i ts orders fro m P eking . I  th ink 
th a t if  we ha d done  no thing , if  there ha d been  no  Am erican  effo rt, 
th a t th e whole area  wou ld have been un de r th e influ ence  of  Ch ina .

I t  is un ce rta in  wh at  wou ld have happened in  M ala ys ia an d Si ng a­
pore,  bu t you will  recall there was a 12-year str ug gl e in  Mala ys ia 
between th e Bri tish  forces there and the Chinese Com munist s. Some 
of  us also  t hi nk  th a t th is  would  have h ad  an influence on Indonesia , 
th a t Su ka rno wou ld no t have been overt hrow n in  1965, an d th a t 
Indonesia  its el f -would pro bably  be also in  Pek ing's sphere  of influence.

Mrs . Reid. Of course, I  rea lize th is  is a tre me ndous que stio n, to  
go back th ro ug h histo ry  an d po in t up , I am sure, ma ny reas ons  fo r 
do ing  the pro gre ssion of  events,  and if  you  wan t to  take  t hi s ou t of 
th e rec ord  com pletely , th a t is all rig ht . I f  you wan t to  expand , th at 
wil l be fine.

Mr. H athaway. W ill  the gentle lad y y ield ?
Mr s. Rew . Yes.

EF FE CT S OF  EX PA N D IN G  CO M M U N IS T  IN F L U E N C E

Mr.  H athaway. Could  you  elaborate a lit tle bit  more and te ll us 
wha t de trime nta l effects th e Chin ese influence would  have  on the  
Uni ted Sta tes . We  are  deali ng  with some Comm unist countries like  
Yu gosla via  and there is no  de trime nta l effec t up on  the Uni ted States  
because th ey  ha pp en  to be Communis t.

Mr. Chap ma n. I t  h as  been th e experience  in the la st  20 years  t h a t 
tho se who are  or ien ted  to  socialism an d com munism  are  no t as well 
off as those  who have rema ine d five. You  can  com pare S ou th an d N or th  
Ko rea . You  can even  co mpare  S outh an d Nor th  V ietnam.  So uth Vie t­
nam was  doing  far bet te r th an  No rth  Vietnam.

Mr. H athaway . Was th at  because they  were  fre e or  t he y ha d the  
ag ricu ltu ra l base so th at  they  are  be tte r off and Nor th  Vi etn am  had 
a consider able sh or tage  of r ice ?

Mr . Chapman . T hat is tru e,  bu t No rth  Vi etn am  ha d on the whole  
more t ra in ed  people a nd  had  a some wha t be tte r ind us tr ia l base, th ough  
it  was  v ery  n arrow,  b ut  i f you look  a roun d t he  globe, a t t he  countr ies  
th a t have  rem ained free, they  have by an d larg e done be tte r th an  the  
oth ers , wh eth er in E ur op e o r Asia. Af ric a is  too soon.
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Mr. H athaway. W ha t de trime nta l effect does th at  have on the  Un ite d State s?  You  say  if  we ha d not  gone in there , there would  be Chinese influence  over all of  Sou the ast  A sia . ITow would  th at  affect  us?
Mr. Ciiatman . Th ey would  have tu rn ed  to a form  of  Comm unist-  socialism , a nd  you  would  hav e ha d overall  more countrie s th a t would  be opposed to  us in all  the in ter na tio na l org aniza tions.  Th ere wou ld have been some sh if t in  th at ove rall  balanc e th at  we believe would  be de trime nta l.
Mr . H athaway. We  w ould be voted  down more tim es in th e U.X . ?Mr.  Chatman . We  wou ld have ha d more tro ub le  in the  U.X . and mo re troub le in othe r org aniza tio ns . Also countrie s make a judg men t as to  how the ba lance o f influence is establi she d in th e w orld, a nd  would have  take n pro bably  a so fte r stan ce,  vis- a-vi s Ch ina and the Sov iet Union .
Mr.  H athaway. Bu t it wo uld n’t pose a m ili ta ry  th re at  to  us,  would  it,  for  thi s X ati on  as  a na tio n ?
Mr.  Chatman . I t  is very difficult  to  draw  the line as to whe re the  m ili ta ry  th re at  begin s; 1941 pro ved to  my  gene ratio n th at you  can’t draw  the  security bo un da ry  at  our fron tie r, an d we do hav e a St ate th a t is in th e Pac ific , H aw ai i, wh ich  is  p re tty fa r out.  W e believe th at  the sh if t could h ave been  serious.
Mr.  H athaway . I  do n’t wa nt  to  tak e up  too much of  Mrs . Reid’s tim e, bu t it  seems th at  if  the  si tuat ions  ar en ’t pa ra lle l, it  was fa ir ly  obvious wh at H it le r in ten de d to do. It  d oes n’t seem t o be t he same s itu­ati on  as pe rta ins wi th resp ect  to Co mm unist  Ch ina . They don’t have any lar ge  nav y or  ai r force ei th er  to tak e ove r Ha waii, no r does ou r intelli gen ce indic ate  th a t the y wou ld wa nt  to.
Mr.  Chatman . No, they  have too m any g enera l problem s righ t now. bu t the Ko rea n war  was foug ht,  a nd  a t th at tim e th e view w as th at  if Nor th  Ko rea  was allowed to  inv ade an d conquer South  Ko rea , th at  th is  wou ld enc ourag e agg ressivene ss of  th e othe r side, and th at  th is wou ld hav e a treme ndous im pa ct on Ja pan . Ja pan  righ t now, in 20 yea rs, as you know, is a major  factor  fo r st ab il ity in th at  w hole  area, so i t is always  a  p rob lem  a s to  w here e xactly do you draw  th e line , bu t we ar e convinced  th e line is no t a t th e A me rican f ront ier. I t  is ve ry l ate in  the  day.
Mr. H athaway. I would  like  to pu rsu e th is  wi th  you fu rthe r,  but  Mrs . Reid, I  have imp osed eno ugh  on yo ur  tim e now and I will  do it on m y own time.
Mrs . R eid. I hav e finished. Th e cha irm an  covered th e o ther  questions I  have .
Air. R oybal. Air. Hatha way .

US E OF E QUIP M ENT EXCESS TO U .S. NEEDS

Mr.  H athaway. Ge neral , w hen I  a sked the cha irm an  to  y ield at one tim e, we were  in t he  process  of d iscuss ing  with  you t hi s excess of  eq uip­me nt.  H as  anyone asked you  to pu t in to  the  record ju st  wh at you  would do w ith  the  excess; if  we could ge t rid of  th e $100 milli on  l im ita tio n ?Gener al W arren. Si r, I  can’t say exact ly,  because we don’t know  wha t excesses w ill be coming up  in th e fu tur e.

60- 208 — 71—pt. 1------ 12
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Mr . H athaway. Based  on wh at  you hav e go t here . I  have a sheet 
indica tin g thi s.

Gener al W arren. Yes, sir.  I f  you would like  f or  me to  u«e th is  ill us ­
trat iv e sheet an d pu t in the record  whe re these items  would probably 
go, I  wou ld be hap py  to. Mo st of them  wo uld go to G reece an d Tu rkey , 
an d some of  them t o Cambod ia.

Mr. H athaway. Would they  be subtr ac ted  fro m the gr an t an d 
cred it aid ?

Ge neral  W arren. N o, sir . Th ey wou ld be in ad di tio n to  i t.
Mr . H athaway. I  thou gh t the chair ma n was mak ing the po in t 

th at  if  we cou ld release th is,  then  we cou ld save some money .
Ge neral  W arren. I  tho ug ht  he was m ak ing th e p oint  th at  if  we don’t 

rele ase  it,  we will  be wa sting  a lot  of money .
Air. H athaway. O n the othe r hand  if  we did  rele ase i t wo uld n’t we 

be savin g some mon ey ? I don’t say th at  a used M-4 8 tank  is as good 
as a new one, bu t at  least we could save some of  th e mon ey th at  we 
are giving  in  m ili ta ry  assi stan ce. Maybe it  would  only be 50 perc ent.

Ge neral  W arren. There are a lot of dif fer ent angle s to it. Th e ma in 
concern th at we have is th at , in  t hi s unique  a nd  cr itica l period in ou r 
hi stor y whe n there are  go ing  to be so ma ny major  item s becoming 
avail ab le and su rp lus as the Vietn am  w ar  p has es dow n if  we c ou ldn ’t 
use the se item s fo r ou r all ies  w ho need it. As  yo u know, we also made 
use of  the equip me nt le ft  by the with draw ing U.S . forc es in Korea .

EXCESS SUPPLEMENTS REGULAR PROGRAM

Mr. H athaway. On page  2 of  you r sta teme nt  you say , re fe rr in g to 
th is  exc ess :

If  we can no t apply  the m ag ai ns t our va lid  m ili ta ry  as sis tanc e requ ire men ts 
th is  equip me nt m us t be sold  as  sc rap .

I  ju st  presum ed fro m th at you meant  th e m il itar y ass ista nce  re ­
qu ire me nts  th at you  are as king  for.

Ge neral  W arren. No ; I  don’t.
Mr . H athaway. I n  ad di tio n to the  excess ?
General  W arren. May I  take  one moment to  expla in th at ?
We have a lis t fro m each  c ou ntr y which is  calle d ou r sh or t-fa ll list .

I t  to ta ls  about $1.5 bil lion in  requir ement s. These  lis ts are prov ide d 
us. Th ey  are  the bes t est imate s of  the com mande rs in ch ief  of  the 
va rio us  Uni fied  Comm and s, Ad mira l McCain in  th e Pac ific , fo r ex­
ample . Tho se lis ts show  t he  req uir em ents th at  t he  unif ied  com ma nder 
feels the M AP countrie s in  his  area  need to rep lac e obsolete item s, 
or  to  fill  ou t t he  u ni ts  we are try in g to  su pp or t. We  have  a  $1.5 b ill ion  
requ ire me nt here, le t’s say,  fo r specif ic lin e item s, th at is above  and 
bey ond  ou r regu la r M AP do lla r prog ram. I t  is ag ains t th is packa ge 
of  short ages  th at we ap ply most of  the excess. That  is why  money 
can’t be r edu ced  f rom th e pr og ram  i f we use excess. We can ’t prog ram 
excesses  in te lli ge nt ly  because we don’t kno w wha t excess may be com­
ing availabl e in the ne xt  y ea r, so we need excesses in  ad di tio n to  the 
gra n t aid .

Air. H athaway. So th a t the gra n t aid  you are askin g fo r rea lly  
isn ’t as m uch  as you  need.
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General Warren. Th at is correct.
Mr. H athaway. For an  indiv idual nation?
General W arren. That is correct, sir. Of course, we recognize there has got to be a reasonable limitation on each year s program. Th at is why in  the case of Korea, for example, we have tried to plan this outin a realistic manner for 5 years. We could p u t-------- in there  thisyear, but it  wouldn't be a balanced program. Excess is a great source of -equipment we badly need.
Fo r instance, in Korea I believe the last time I was over there, theyh ad --------trucks tha t were deadlined. We would like to replace  those--------t rucks, and we will replace a lot of them from this excess, sir.One of these lists I passed out showed several hundred trucks, as I recall, t hat  the services have offered us, if  we have a place to use them. We can’t send them to the countries where we would like to use them, because we have a restric tion of $100 mil lion ceiling on excess.
Mr. Hathaway. Wh at about the excess, for example, th at you are going to have in Vietnam tha t you mentioned as a result of our with­drawal . Some of tha t could be used in Cambodia, I presume.
General Warren. Yes, sir.
Mr. H athaway. Or r igh t in South Vietnam ?
General Warren. That is correct. There  are billions of dollars worth  of equipments over there in warehouses and with our units, some of which possibly would become available over the next 3 years.Mr. H athaway. But you s till say we couldn’t save any of th e--------for example tha t we are going to send to Cambodia, by releasing these

excesses, because you claim, I  presume, that  the -------- isn’t nearenough.
General Warren. No; it is not, but it is the minimum we think we can get along with th is year. About 70 percent of it, as I mentioned, is ammunition only, because of the combat there . A lot of the excess that  would become available in South  Vietnam is not the  ammunition tha t we need. There are a lot of problems like th at.
Mr. H athaway. To the extent th at the excesses are isomorphic withthe items tha t you are requiring in  th e-------- it would seem to me thatthen  you could be subtracting some of those. If  you are asking for500 trucks  in th e --------and we have 500 trucks in South Vietnamnot being used, why can’t the 500 trucks take their place and you could reduce whatever the expense for the 500 trucks is from the --------.General Warren. Yes, sir ; I unders tand. We can and we do do that in many places but reprogram the money to where some of our other  shortages are.
Mr. Hathaway. But we could do this though, couldn’t we?General Warren. Yes.
Mr. Hathaway. So that you couldn’t reprogram  the money ?
General Warren. Yes, sir.
Mr. Hathaway. In  other words, we could go over the excesses andthe demands t ha t come within th e -------- and say we will give you

the 500 excess trucks from South Vietnam to take the place of the 500 you are asking for in your Cambodian request, and save whatever 
amount of money tha t is, and just  save i t and not reallocate i t a t all?

Mr. Chapman. May I speak to tha t? These trucks and this equip­ment is excess to the needs of our services because they need to be
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rehabilitated and reworked. They are not in opera ting condition.
Mr. H athaway. Not the ones th at we are not us ing simply because 

we are withdrawing them.
Mr. Chapman. Those are being absorbed by the South V ietnamese 

forces.
Mr. H athaway. Why shouldn’t tha t come out of the milit ary as­

sistance program for the South Vietnamese forces?
Mr. Chapman. The program for Vietnam is funded  in the Defense 

budget. I t is not in this. All of the excess equipment coming from 
Vietnam is equipment that is batte red, and requires reworking. Cam­
bodia is one of the many countries tha t just doesn’t have the  equipment 
to rework. I t is one reason why Cambodia and a good many of the 
countries cannot alt'ord this excess.

General Warren. May I make one point on this, sir. The reason 
tha t we don’t reprogram money every time we throw in an excess 
item is th at  our program was developed this year, as it always is, 
to include our best estimate of what might be coming available  from 
excess. We have already considered in each country program a rea­
sonable ceiling on new obligational authority  money, and an estimate 
which is in the document here, of how much excess we want t ha t coun­
try  to have. That  is par t of our program for next year, the  excess on 
top of the NOA.

The excesses we speak of, when we come before you, are already 
programmed in an illus trative fashion within  the congressional 
presenta tion document. I t  could change, and since we don 't know ex­
actly what we will have coming up, there  will be a mul titude of minor 
changes, but the ceilings listed on excess, as illustrative,  are part  of 
the program we would like a country to have this year.

EFFECT OF LEG ISLATIVE CE ILIN G ON  USE  OF EXC ESS EQUIP M EN T

Mr. Hathaway. You mean these figures in here, the  total excesses 
would go over the $100 million limitation?

General Warren. For this  year, fiscal year 1971, we are already 
at $100 million. I have stopped all excess deliveries, and we have got 
3 months to go. We have $200 million worth of  equipments tha t I  can’t 
program out now because of tha t restriction. I don’t know how long 
the Army and the services can pay storage charges, because they would 
like to get the items out of the ir yards, and if necessary junk them.

In  addit ion to that , in the next 3 months  we would estimate  there 
will be another qua rter of  a billion dollars worth of excesses at acquisi­
tion value, released around the world, that we can’t use, but for which 
we have valid requirements.

Mr. H athaway. But you a re going to give us for the record what 
you would do with the excesses, if we took the ceiling off?

General Warren. Sir, if it is agreeable with you, I  would give you 
for the record an illus trative assignment of tha t list that  I passed 
out, which is just  a par tial  list, sir, of the requirements th at are avail­
able now for us.

(Tne information follows:)
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IL LU ST RA TI VE AS SIG NM EN T OF A V AIL ABL E EX CE SS  DE FE NS E AR TI CL ES  

|As of Apr . 1, 1971|

Acqu isition Tentative
Quantity  cost country

Major items ava ilab le (m ill ions ) recipient

F - l 00 air craf t............................................................................................ 97
C-4 7 air cra ft............................................................................................. 18
T- 33  a ir cr af t.................................................................................   74
Lig ht aircra ft............................................................................................. 744
M 48 tan ks...........................................................................................................  699
105mm S P  ho w itze rs ............................................................................. 30
Nike  equipm ent set s............................................................................   21
XM474 armored car rie rs........................      78
Tr uc ks ...................................................................................................................  589

$77 .6
1.7

10.2
37.2
75 .8

4. 5
2. 5
4. 4
3.7

Note: The above table  is based on a partia l lis t of ava ilab le exc ess  defense art icle s not al ready allocated.

FOREIGN MILITARY SALES CREDIT GUARANTIES

Mr. Hathaway. Let me ask you thi s: Is there  any chance of switch­
ing over to an all guarantee program ? I am a refugee from the Ed ­
ucation and Labor Committee, and T was thinking of how we parcel out 
loans to students on a guaranteed loan basis, where we subsidize the 
interest rate, but the banks handle the actual loans, so tha t this isn’t 
a debit against the budget except for  the amount of the guarantee tha t 
we have to put up.

General Warren. We are unable to obtain loans from most bank­
ing institutions for most of these countries, unless we can guaran tee 
them.

Air. Hathaway. You mentioned here on page 3:
With respect to credit  sales we are  asking for .$510 million in new obliga- 

tional autho rity to ca rry  out the  program. Th at  including the face value of 
gua ranteed  private  cre dit  we expect to to tal $582 million.

You have got $72 million in private credit. What I am asking is, 
couldn't you expand that  so that we could reduce the amount that  we 
have to actually ap propriate  ?

General Warren. It  is our opinion tha t this is the maximum 
amount of priva te money that  we can borrow, and that  is why we 
list it in the program as new obligational  authority, part of which 
is earmarked to guarantee the p rivate loans. Most banks will not loan 
without a guarantee  to the countries tha t we are concerned with. If  
we d idn't have our own XOA to provide credit to different countries, 
we wouldn't have much of a program, sir. Your point would be well 
taken, if we could find banks that could do that, but we can’t.

Mr. Hathaway. They wouldn't take the I ’.S. Government g uara n­
tee of the loan ?

General Warren. There are a lot of banks tha t don't  want to deal 
with some of these countries, sir. That is the problem.

Mr. Hathaway. Even though we a re going to stand for the loss?
General Warren. This is true. One of the reasons, of course, is 

tha t a lot of countries need up to 10 years  to repay and private banks 
usually do not go beyond a 5-year repayment term. Some of these 
countries are in sort of hot spots in the world and the banks are re­
luctan t to get involved. Some of the countries in the Middle East area 
are examples.
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Therefore, the only way we can offer them credit is from the NOA 
we are requesting from the Congress. Of course, tha t will be paid 
back to the United States with interest.

Mr. Long. Will the gentleman yield ?
Mr. H athaway. Certainly.
Mr. Long. It  is not clear to me why the banks wouldn’t take it 

even with a guarantee. I wouldn’t think  they would care who the 
country was as long as the United  States is behind it. Are the banks 
basically opposed to making these loans because the  guarantee is too 
hard  to collect, because they encounter a lot of redtape before it be­
comes clear tha t the law requires us to pay the guarantee ?

General Warren. No, sir,  I don’t think  so. It  is just concern that 
these countries may go down.

Mr. Long. What do the banks care if the Federa l Government 
pays up the loan ?

Mr. Hathaway. In effect, they are loaning the money to us.
General Warren. There is one angle tha t I would like to put in 

this  discussion. That is the fact tha t when we go to private credit, the 
interest ra tes that these banks will give us may be 2 or 3 percent above 
the cost of money to the Government, so when we approach country 
X saying, “Here is our proposal, you take $50 million from private 
resources at 8 ^  or 9 percent and the rest of it we will cover with 
NOA”, this brings down the interest rate and the tota l payment.

I cannot answer, sir , why many of these banks don’t want to deal 
with some o f these countries.

Mr. Long. I don’t thin k your answer has been satisfac tory. I hope 
you will have some research done on this and give us more specific 
answers.

General Warren. We do have a man in our organization who seeks 
sources of private credit. Some banks have expressed interest, but 
many banks arc reluctant to take on loans for mili tary  equipment.

Mr. Long. You have said that , but  you haven’t explained why the  
banks are reluctant if the U.S. Treasury is guarantee ing the loans. 
Maybe you can come back wi th an explanation th at makes some sense to us.

Mr. Goldstein. There seems to be some kind of a moral attitude about this.
Mr. Long. Tha t sounds vague to me. I haven’t found banks to be 

that moral, to be quite frank. We have banks in  th is country  that  are 
lending  on FI IA  mortgages tha t aren’t worth 10 cents, and they are 
doing it because the Government is behind the mortgages. Maybe you 
can give us a good, solid explanation for that . What you have said 
so far just doesn’t add up.

General Warren. All I said so fa r is tha t the banks won’t give us 
the credit. 1 don't know all of the details as to why, bu t I  will provide something for the record.

Mr. Long. There are probably some reasons. My guess is tha t it 
takes too long for the banks to get thei r money. They have to go 
throu gh all sorts of red tape and have to deal with such questions as 
when the country defaulted.

General Warren. I have talked to some of the bankers from Dallas, 
for example. They will only consider certain countries. Some of the 
countries, as I  mentioned, no banks want to touch. In th e case of Dallas
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banks, they say they would be interested in a  guaranteed loan involv­
ing some of  the oil rich countries because they  are tied in with them,, but it is sort of a country -by-country problem with them. I will put  something in the record, sir, that clarifies thei r reasons.

(The information follow’s:)
PRIVATE CREDIT FINA NC IN G OF FOREIGN MILITA RY  SALES W IT H DEF ENS E GUA RAN TEES

Priva te banks and lending institu tions  cannot be relied upon at  the present  time to provide a su bstan tial amount of credit financing for military export sales, even with Department of Defense guarantees, for the following basic reason s:1. Some banks regard milita ry export sales as being potentially a public re­lations  problem with possible adverse impact on thei r depositors, stockholders, and foreign accounts.
2. Many banks resist large exposure to some less developed countries, and in some cases even re ject outright loans to certain countries  fo r various reasons.3. Banks will not usually provide export credits for more than 5 years, and many will not finance for tha t long. Foreign milita ry sales direct  c redit  can be financed up to as much as 10 years aft er delivery of the defense artic le or service.
4. Some countries recently on gran t aid, now being asked to purchase thei r defense material, are not economically capable of paying private lending rates  particular ly when such rate s are especially high compared with normal “cost of money” to the U.S. Government rates  otherwise available  through direct FMS credit.
5. In the recent past when money was tight, priva te financing for military exports was not available  under any circumstance unless exorb itant rates  were charged, which was unacceptable to foreign buyers.
(5. Many banks indicate tha t they will not provide funds for mili tary sales solely on a “retu rn of investment basis.” They require for example, additional special conditions, such as “compensating balances,” “floating rates,” the right to establish branch or affiliate offices in the foreign countries, and special charges such as “commitment” fees, or perhaps a “management” fee when the bank lias “lead bank” responsibilities. This make priva te bank financing more costly than direct FMS financing.
To rely on the priva te sector entirely  for FMS credit  funds would in effect give tha t sector a veto over the  exercise of public policy. The President must not be put in the position of having his foreign policy hands tied by the necessity of getting concurrence from a bank in ca rrying out  some course of action requir ­ing FMS credit funds.
In summary, p rivate  partic ipation  has been l imited despite continuous govern­ment efforts to encourage priva te credit  “to the extent feasible.”
Mr. Hathaway. Your  bad loan record is very good, isn’t it?
General Warren. We haven’t had any defaults  in payments, sir, since the new Foreign M ilitary Sales Act  sta rted  our program.

FM S CREDIT RE PAYM EN TS GO TO U.S.  TREA SURY

Mr. H athaway. H ow long has it been in existence ?
General Warren. Three years. I t used to lie handled out of the over­

all military assistance account as a revolving fund. We would loan 
money. They, when it came back in, would go back into the regular credit sales fund. It  was difficult for  the  Congress to really scrutinize it so that is why it was abolished. We have a clean-cut program now 
tha t we can show you, and keep you posted on changes and financial status, any time anyone is interested.

Mr. Hathaway. Tha t is my next question. There is no fund, in other 
words. The total amount of loans you are going to make this year are 
going to be the $510 million. There won't be any additional loans out of a fund from repayments.
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General Warren. No, sir. The $500-plus million is 1 year money and 
if we don 't use it this  year it  automatically stays  in the Treasury.

Mr. Hathaway. And the repayments just go back to the Treasury?
General Warren. Yes, sir, all repayments.

THREAT TO REPUBLIC OF CHINA

Mr. Hathaway. This may take a long time and perhaps you can 
supply it for the record, but I  read throu gh these books, and a lthough 
I think they are very good, there are stil l some questions I have as to 
details about the intelligence picture, for example, that prompts us to 
give and loan money to various countries, par ticu larly  Nationalist 
China. I  am not too much impressed tha t there is a threat of an invasion 
by Red China. The same is true  with the other statements th at are made 
here th at  are  very cryptic- Sometimes they say, “Well, in view of the 
Communist threat we ought to be put ting  money in here.” You must 
have a more detai led analysis of ju st what the nature of th e threat is.

General W arren. Yes, sir .-------- .
--------they do have the capability of a ir st rik es--------- . Our mutual

defense trea ty with the GRC and our strength in East  Asia is a major  
dete rren t to communist attack. The Republic  of China  is an important 
allv.

We have important air force activities located on Taiwan and must 
remain concerned about t hei r being vulnerable to attack . Red China
ha s-------- aircraft, s trike types mostly, plus some interceptors, so tha t
poses a threat to the country tha t prompts  us to want to keep up their 
air  defense as the first priority.

Our second pr iori ty is to build an adequate na vy .-------- . Thus we
have a g reat interest in keeping the Republic of  China well equipped, 
particularly in the navy and ai r. --------.

Mr. H athaway. It  seems to me tha t a lot of ou r mi lita ry assistance 
program and perhaps a lot of  our Defense budget as well is predicated 
upon the basis tha t since the other country is arming itself to the 
teeth we had better do i t also. They may be doing it only because we 
are arming  ourselves to the teeth. I th ink we suffer from mutual pa ra­
noia to some extent, absent any intelligence reports  tha t are going to 
show me differently.

General W arren. --------.
Mr. Chapman. And Peking continues to take a position that  Taiwan 

is pa rt of C hin a.-------- .
Mr. Hathaway. You say it is very clear ?
Mr. Long. Doesn’t Chiang Kai Shek take the same position with 

respect to the mainland?
Mr. Chapman. We have never encouraged him in tha t direction.
Mr. Hathaway. You don’t have to.
Mr. Long. I am not sure that  we haven’t encouraged him.
Mr. Chapman. The effort at maintaining  the Republic of China to  

have enough defensive capability  is to try  to reduce the threshold at 
which our commitment would be called into being.

Mr. H athaway. As I totaled  this up, put ting  in about $1.3 billion, 
if you c ount the excess value as well, it  seems to be an awful lot of
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money to deter a threat tha t we have no intelligence basis to think  
exists. We know that  they are capable of  doing some damage to Na­
tionalist  China, but just because they are capable of doing it doesn t 
necessarily mean that  we have to put in th at much money. I presume if  
an effort such as th at happened, something more would happen than 
just  the Chinese National ists defending themselves. Tha t would be 
such an event tha t it would probably draw us right into it.

Mr. Chapman. As you recall, in 1958 they tried to take  the offshore 
islands, and the Republic of China bore the brunt of the defense.

Mr. Hathaway. Matsu and Quemoy.
General Warren. --------.

PROCEDURES FOR DE TE RM INING MAP  AND  FM S LEVELS

Mr. Hathaway. How were these credi t sales evaluated as well as 
the milit ary assistance. Do we just honor the ir demands ? Without look­
ing at the strategy of  the situation.

General Warren. No, sir. We receive through the Milit ary As­
sistance Advisory Groups each year, and throu gh foreign diplomatic 
representatives, various requests for projects that they thin k thei r 
country might be interes ted in. We take the requests, and then State 
and Defense work out an order of prio rity  for these countries, as we 
study the part icular items th at  they want to buy. State and Defense 
then  approve or disapprove the requests and order  of credit priorit ies.

With  State Depar tment , we try  to program them in an order of 
priori ty.

Just running quickly down the list, sir , there are only about five or 
six big ones on here. This  is on page 7 o f that FMS Congressional 
Presentation  Document. Most of them are for  small amounts of
vehicles or small arms or communications equipment. The --------
of Brazil, some -------- airc raft  for Arge ntina and then of course
Is ra el .--------.

Mr. H athaway. Mostly for airc raft  ?
General Warren. --------.
Mr. H athaway. Suppose we considered they needed the money for  

M-16 rifles rath er than  a ircraft,  would we deny them the r ight  to  buy 
the aircraft?

General W arren. Yes, sir. If  any country wants to buy something 
and we don’t ag ree--------we won’t even talk to them on it.

It  has to be something that State and Defense agree the country 
should have.

Mr. Chapman. Each credi t program has to be justified from not 
only the milit ary point of view, but also from the political and eco­
nomic point of view. We try  to judge the economic impact of the 
purchase on the count ry’s economy.

This is reviewed in Defense and State and, finally, the Bureau  of 
the Budget, now the OMB.

Mr. Hathaway. Do we know what  the status is mili tarily of all 
the countries th at receive our help ?

Mr. Chapman. Yes, sir. You mean the order of battle, or our 
program ?

Mr. Hathaway. No. W hat they have now. How can you suggest 
money for 100 ai rplanes if you do not know how big their  air  force 
is al ready ?
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General Warren. We have, throu gh our MAAG activities, the 
necessary details on the inventories of the gra nt aid elements.

Mr. H athaway. May we have tha t before us so we can compare it?
General Warren. This would be quite a volume of material. In 

the presentat ion document, sir, it is listed under the “Force Data .”
Air. H athaway. Tha t is how much we are giving them now, is it 

not?
General Warren. No. For  example, on page 40, f o r -------- we list

their units, and then at the top of the page in the  rig ht-hand column 
we lis t the personnel strength of the various organizations for tha t 
country.

Air. Hathaway. This will conclude my questioning for the time 
being.

You will supply more detailed intelligence on th is, or should I go 
throu gh each country, one at a time ?

General W arren. I would be happy to supply anything you want, 
but  I do not quite know what you mean by additional intelligence. 
On each country ?

Air. H athaway. No. The basis for giving  China as much as we are 
giving  China, what  intelligence we have to indicate tha t Peking has 
any ambition to  take over.

General Warren. We do not have any intelligence like tha t, sir.
Our program for this next year is --------. I t is a relatively small
program-------- .

The excess material tha t is li sted is an estimate, and it is at legal 
value. The legal value is ■------- .

I would be pleased to get you a detailed threat  analysis which, as 
you point out, has a bearing on our forward  defense countries. W ould 
tha t be all right? Those are the ones that really count, let us say the 
10 countries over $5 million in ATAP.

Air. H athaway. All right.  Tha t will be very helpful. Thank you 
very much.

(The information was submitted to the committee.)
Air. Roybal. Air. Galifianakis.

MILITAR Y SALES TO JA PA N

Mr. Galifianakis. You said earlie r that Jap an  was a stabilizing 
influence in the whole Indochinese situation.

Air. Chapman. In Asia, in the Pacific.
Air. Galifianakis. What would you forecast as Japa n’s react ion 

if we basically withdrew, say, by the end of this year on an unan­
nounced basis? Suppose tha t confidentially the milit ary and the ad­
ministra tion and the Congress determined that we were jus t going to 
end our involvement in South Vietnam, what would be the  reaction 
of Japan?

Air. Chapman. If  J apa n felt we were withdraw ing from our com­
mitments throughout Asia, they might  well reconsider their own secu­
rity  arrangements. An end to the Vietnam war, however, would be 
widely welcomed in Japan .

Air. Galifianakis. Do we give any arms assistance to Jap an?
Air. Chapman. No.
Air. Galifianakis. AVe are  precluded from doing that , are  we not?
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Mr. Chapman. We have a large sales program. They are buying a 
substan tial amount from the United States.

Mr. Galifianakis. How much? It  is a confusing problem, because 
on the one hand we have precluded them from building up militaristi - 
cally because i t was part  of the agreement aft er World  W ar II . You 
hear tha t Jap an  does not have an army, navy, and air force on the 
one han d; and then you read tha t they have a very effective st riking 
capability. It is a very confusing th ing to figure out the overall policy.

We have heard cliches like Asia for the Asians, and let the Asians 
defend tha t part of the hemisphere. I am t rying to bring  these facts 
togethe r and figure out how consistent our policy and performance 
are.

General Warren. May I comment on tha t? Japan, of course, is 
strict ly a sales country. In years past, aft er the war, we gave her 
approximately $855 million of grant aid and other assistance.

However, for next year, the only thing we are estimating for J apa n
is cash sales of -------- and commercial sales where Jap an  deals
directly with our indust ry. Of course, State controls these sales 
through export licenses. The commercial sales are estimated a t--------.

We have a program with Jap an for the future coproduction of
the F- 4 Phantom, under  which s lightly o ve r-------- will be produced.
She is now building the F-104’s, including the engines, under 
coproduction. I unders tand they a re doing a really  fine job.

Japan does have a substantia l mili tary  force. However, her policy 
has  been one of defense only. For example, J apan  has no long-range 
ships or aircra ft or refuel ing capabil ity, and no known intent ions of 
acquiring them.-------- .

Tha t is just  my personal opinion from talk ing to people over there.
JA PA N E S E  CA PA B IL IT Y  TO PR OV IDE EC ONOM IC  ASS IS TA NC E

Mr. Galifianakis. Do you th ink we are now groping for a st rong 
mili tary  alliance w ith Japa n in the hope that Japan will be the guard­
ian of freedom in tha t part of the world ?

Mr. Chapman. I  do not think that is the view. We would like to have 
Jap an  able to  take care of its  own defense. I t is increas ing its defense 
capability. I do not thin k it has in  mind any offensive capabilities. It  
has the potential for developing nuclear power if it so decided. We 
have been encouraging Jap an  to provide more economic assistance 
throughout the area. Year by year, they are doing so.

Jap an has the thi rd  larges t GNP in the world now. I t has experi­
enced a remarkable growth over the last 15 years. It  has been a stable 
country.

If  Japan had been wreaked by some of the upheaval that other coun­
tries in the area have experienced in the past 20 years, it would be in 
a difficult position.

Mr. Galifianakis. I t has had a phenomenal  and fantastic growth. 
It  is almost an economic miracle tha t they have been able to  come out 
of ashes and become the th ird  largest indust rial power in the world.

Nobody really knows where they rank in banking, which of  course 
means money. They are very strong in the international field.

I t seems to me as this  development has been occurring in Jap an, 
questions have begun to be raised about why isn’t there  a grea ter 
part icipa tion on the pa rt of a strong  and powerful  country like J apan
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to assume the responsibilities that  apparently the United States has 
been carrying ever since the conquest of Japan.

Mr. Chapman. We have been seeking to encourage them to provide
more a id ,-------- . They have not been encouraged to get into a mil itary
assistance relationship.

Mr. Galifianakis. You have encouraged them to get into military 
assistance ?

Mr. Chapman. No, we have not. We have encouraged them to get 
into economic assistance. They are contributing  more, year bv year.

Mr. Galifianakis. At the same time creat ing difficulties for the 
United States.

I happen to come from a textile p art  of the country. That  is on the 
economic side, and there is no need to commingle tha t problem, except 
tha t from my vantage point, it is a very real problem. I have to confess 
that I look at my distr ict and mv State in considering this problem.

Do you consider th at J apan  will be our principal fa r eastern ally in 
the future?

Mr. Chapman. It  has been a major ally the last 20 years.
Air. Galifianakas. I am ta lking about for milit ary purposes.
Mr. Chapman. We have a security trea ty with Japan.
Mr. Galifianakts. I s it th at treaty which has precluded the ir build ­

up except for defensive purposes ?
Air. Chapman. It  does not preclude i t , --------.
Air. Galifianakis. Will we be dealing with Jap an more on a sales 

basis ?
General Warren. Yes, s ir. They are strict ly sales now, and have 

been for some time. They are one of our larger  buyers.

Cambodia’s new government
Air. Galifianakis. About a  year ago, when the Presiden t announced 

his Cambodian maneuver, it then became apparent t ha t we were deal­
ing with  a new government and, except for the name Lon Nol, which 
I had never heard before, I do not know how we suddenly are dealing 
w’ith a government tha t is asking for our help. How does that come 
about? Do you already have a relationship? Do you already know’? 
Fo r the moment, Lon Nol symbolically is the Government of Cam­
bodia. l ie  is asking fo r assistance. He wrants ass istance in x number of 
dolla rs and x amounts of equipment.

It  happens so fast and so puzzling and so startl ing , I  cannot deter­
mine how our Government can determine th at another government is 
seeking assistance w’hen, in fact, I do not know who the government is.

How do you check out the Lon Nols and their demands? Can you 
just  illuminate tha t a l ittle  bit, because that is a complete fog.

I also happen to come from an area t hat  has a very large academic 
community. I have the privilege of appearing  before professorial 
groups, especially his torians and po litical scientists. They raise funda­
mental questions. What is our Government doing creating govern­
ments, calling them governments, and saying they are seeking our 
assistance? I cannot answ’er those questions.

Air. Chapman. We did not create the Lon Nol government. The 
overthrow of Sihanouk last Apr il took everyone by surprise. It  was 
not expected, even within Cambodia.

The main test o f a government is th at it is there in  the main house 
and tha t the people respond to tha t government.
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Mr. Gaiafianakis. Our Government had very little  intelligence on 
Lon Nol before?

Mr. Chapman. Lon Nol had been very close to  Sihanouk, and we 
had known him for a good many years.

Mr. Galifianakis. He is the  government now?
Mr. Chapman. He is the Prime Minister under a parliamenta ry 

system, an office in which he was installed August 12,1969, long before 
Prince Sihanouk was replaced as Chief of State. Lon Nol had been 
acting Prime Minister from December 1968, and prio r to tha t was 
Prime Minister from November 1966 to A pril 1967, when he resigned 
for reasons of health. Lon Nol has been in the upper  ranks  of the 
Cambodian Government for  many years, beginning in 1955 when he 
was minister of defense, under Sihanouk. He and many of the other 
Cabinet ministers have been well-known to us for some time—it is a 
small society. Now, the man who replaced Sihanouk as Chief of State , 
Cheng Heng, took that  position under the Cambodian Constitution, 
since he had been Chairman  of the National Assembly who is surro­
gate to the Chief of State in the lat ter ’s absence—and, in fact, Si­
hanouk himself, before he left the country on Jan uary 6,1970, installed 
Cheng Heng in office as acting Chief of State. The Cambodian Pa rli a­
ment replaced Sihanouk and installed Cheng Heng as permanent  
Chief of State.

Mr. Galiftanakis. Tell us a little something about the mechanics 
of how we get involved. I  am aware of the mechanics of the announce­
ment of the President and his statement of the  Cambodian operations 
as a mi litary  necessity, but  tell me a little  bit  how we get into these  re­
lationships. Who suddenly makes the request for assistance, and how 
do the dollar amounts come out? T look here and T see a dolla r amount, 
and I say tha t is very  good and I am impressed by the explanations, 
but I  would like to know something about the inception of it so T can 
have some comprehension about  just ifying x millions of dollars.

Mr. Chapman. Sihanouk broke relations  with the United States in 
1965, but in mid-1969 we resumed relations at the charge level bv 
mutual agreement, of course, but for the most par t at Sihanouk’s 
initiative.

When the  fal l occurred, we bad a charge there. The first request for  
aid came through him.

U.S.  RESPONSE TO CAMBODIA’S REQUEST

Let me take th at back. Lon Nol in fact asked for assistance from all 
countries, including the Soviet Union, in April.

Mr. Galiftanakis. Was it in a specified amount, or hist a general 
“help me”?

Mr. Chapman. Just a general ‘help me.” They had somewhat 
over a 30,000-man army, mostly untra ined and undermanned. We 
had reports  th at the North  Vietnamese were making a major effort in 
Cambodia. Decisions had to be made.

Mr. Galifianakis. We really dominate in those situations, don’t 
we? Don’t we really determine the type and amount of aid?

General W arren. May I  comment just, a second, because I was over 
there  talking to General Abrams not long ago. The way thi s Laos and
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Cambodian thing generates into military hardware  is largely related 
to the war. The whole conflict in Southeast Asia is intermeshed. Com­
munist supply lines, depots, and so on are in Laos and Cambodia, right  
next door to Saigon.

We took action to destroy some of the lines of supply and the enemy 
troops and the various things they had in storage in both Laos and 
Cambodia, to preclude their ab ility to launch a major  sustained attack.

Matters perta ining to U.S. activities go from our headquarters in 
Saigon throu gh the country team and the Ambassador in the case o f 
Laos. I spent a morning with him just a few weeks ago. He, in turn , 
clears it wi th the Government there.

The plans which have been approved have been designed to protect 
our own forces and our t roop withdrawals from Vietnam. The actual 
mili tary  assistance programs for both Cambodia and Laos, which I 
have in detail as far  as hardware goes, are always changing.

U.S. actions were based on our own interes ts; but  in the recent 
actions in  Cambodia and Loas, they took different  shape; tha t is, mili­
tary assistance in both cases, but no ground combat forces in Laos.

Mr. Galifianakis. Tha t was all prompted by mili tary  order  of 
battle  and m ilitary necessity to act then  and there. When you pu t the 
figures down here, how is that  determined ?

General Warren. I t is determined, first, by the thre at, which is a 
sort of vague thin g; but, second, by exactly what aims they need.

Mr. Galifianakis. Basically, I think it is our judgment.
General Warren. It  is ours in coordination with the count ry 

concerned.
Mr. Galifianakis. Is it predominantly ours ?
Mr. Chapman. The Cambodians did  provide us a li st of  what they 

needed. We did not know very much about th eir situation. We nego­
tiated what we could provide them.

Mr. Galifianakis. Did they ask for  airc raft , for  example ?
Mr. Chapman. Some replacements.
Mr. Galifianakis. They asked for  airc raf t and pilots  ?
Mr. Chapman. They had a small air force, old T-28’s tha t we 

had provided even before 1965. They had French , American, and Soviet and Chinese equipment.
Mr. Galifianakis. What  did they ask for? What was the init ial 

Cambodia list, in a general way ?
General Warren. The Xo. 1 prior ity was for  ai rplanes when I  was 

over there , replacements for the T-28’s tha t Mr. Chapman mentioned. 
The Ambassador told me that. The rest of it, of course, is weapons, 
ammunition, communications equipment, and vehicles. That  is about it.

Mr. Galifianakis. I should not prolong this.
Mr. Roybal. You take all the time you want to take.
Mr. Chapman. One question was not answered. How do we judge 

this, Government to Government ?
I thin k i t is wor th not ing tha t the Soviet Union and all the Eastern  

Europ ean countries tha t had diplomat ic relations  with Cambodia at 
the beginning of the year have kept their Ambassadors in Phnom 
Penh, for they, too, have recognized th at the Lon Nol government is 
the bona fide Government o f Cambodia.

Mr. Galifianakis. They are still there ?
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Mr. Chapman. Yes. Only North  Vietnam and Communist China 
withdrew the ir representation.

Mr. Galifianakis. Do we know what the Lon Nol government has 
purchased in equipment from Russia, for example?

Mr. Chapman. No. They asked for help from everywhere.
Mr. Galifianakis. I will not prolong it. I am looking forward to 

a briefing t ha t I  hope I  get, because many of these fundamental ques­
tions could best be responded to in a briefing. I do not want to take 
fur the r time of  the committee.

Mr. R oybal. Mr. McEwen ?
Mr. McEwen. I have no questions, Mr. Chairman.

SAVINGS RESULTING  FRO M U.S.  TROOP WITHDR AW AL FROM KOREA

Mr. Roybal. I would like to go back to Korea for just  a moment, 
if we may, General Warren. You have stated  the overall savings to the 
United States will be great, and you made reference to  the fact tha t 
the Nixon Doctr ine is being implemented in Korea.

General Warren. Yes, sir.
Mr. Roybal. Will you be more specific as to what savings will 

accrue as a result of this program ?
General Warren. The initia l savings that will accrue due to the 

pullou t of our 20,000 troops this year probably will not be so great,  
but there  will be recurring savings from here on.

I think Mr. Laird estimated tha t U.S. defense expenditures in 
Korea would come down over a 5-vear period by a total  of about
$500 million in net savings. Our MAP request is fo r--------in  fiscal
year 1972.

Mr. Roybal. In  order  to put  into effect your 5-year program you 
will be spending in the neighborhood o f --------, is that correct?

General Warren. Over 5 years, roughly, except, sir, i t is a package, 
and all of it  may not be NO A.

Mr. Chapman. There wi ll be a minimum o f--------in excess defense
articles against  that.

Mr. R oybal. I s tha t to  be p ut up by the Korean Government ?
Mr. Chapman. No, by our Government, agains t th e --------there

would be a minimum of -------- in excess defense articles.
Mr. Roybal. Ju st for Korea alone ?
Mr. Chapman. For Korea alone.
General Warren. Sir, may I give a more accurate figure on the 

Korean situation. I have here the withdrawal  plan showing estimated 
savings of $185 million in the first year, and between $216 million 
and $235 million in the 4 succeeding years. This would constitute a 
5-year net saving of something like hal f a billion dollars. In other 
words, even afte r you apply the projected MAP expenditure, the 
hal f billion dollars would be the net savings resu lting from not having 
our troops in Korea.

KOREA N SE LF -SUFF IC IE NCY

Mr. Roybal. I s i t no t t rue  tha t we do not see any possibility in the 
near, foreseeable future tha t Korea will be self -sustaining m ilita rily ?

General Warren. That  is correct, she will not be for a long time, sir.



190

Mr. Roybal. Tha t would mean, then, that the United  States will 
have to continue to subsidize her armed forces.

General Warren. We will have to continue to subsidize her armed 
forces for the foreseeable future. We hope other countries would get 
in and help us. Tha t is correct.

Mr. Roybal. But at the present time there  is no indication that  
there will be a multilateral attempt to supply the needs of the Korean 
Army ?

General Warren. No, sir. It  is basically United States, although 
as Mr. Chapman mentioned, we have encouraged Jap an  to increase 
assistance in the economic area. We hope they will. Basically, the 
United States  must pay for this over the next years if we are to have 
a reasonably modem Korean force.

Mr. Roybal. I hope we do not see the time when we can look back 
to our investment in Korea and compare tha t with our investment 
in the Chinese Republic. There has been a great deal of criticism of 
the amount of money tha t has  been spent in China. Most of it, accord­
ing to some critics, has not been well spent, but has gone into the 
pockets of the already rich  in the Republic of China.

SU PE RVIS IO N AN D DIS PO SI TIO N OF  M A P E Q U IP M E N T

Is there any guarantee that we will continue to audit, to look very 
closely at the way equipment is being used, how the money is being 
spent ?

General Warren. Yes, sir.
Mr. Roybal. Wha t is o ur mechanism to  guarantee tha t tha t takes 

place?
General Warren. Our mechanism, sir. is our Mili tary  Assistance 

Advisory Group. There is one such group in China , fo r example, since 
you mentioned it, numbering 241 personnel. One of their primary mis­
sions is to supervise the use and end item disposition of all of the equip­
ments the United  States has furnished China. Th at means China 
cannot sell to anyone else or dispose of this equipment without  U.S. 
approval.

Mr. Roybal. Is it true tha t a lot of the equipment tha t we made 
available to China just  deteriora ted without any use at  all ?

General Warren. Not to my knowledge; no, sir. Her army is 
equipped with rath er obsolete small arms, but it is a real good army. 
All of her forces are well trained and well disciplined.

DISPOSAL OF EXCESS EQ UI PM EN T NO LONG ER NEEDED

Mr. Roybal. What happens  to the obsolete or excess equipment 
tha t China or Korea would have ? How is that disposed of ?

General Warren. You mean when China or Korea are through 
with it?

Mr. Roybal. Yes, sir.
General Warren. Our MAAG would inspect it and determine 

whether it is usable, or should be junked. If  it is usable equipment, 
it is reported to us for possible redistr ibution to other MAP coun­
tries against any outstanding requirements. If  there are no grant  aid 
requirements, then it may be sold.
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Mr. Roybal. If  it is resold, it is sold to whom ?
General W arren. It  may be sold to any of the countries  on the a p­

proved list which I have for sales. For instance, there are about 84 
countries tha t are eligible to buy from the United States. Of course, 
it could be redistributed to some countries eligible for military gra nt 
aid if there is a valid grant  requirement.

Mr. Roybal. Will that  amount then come under the congressional 
limitation, if there  happens to be one at  tha t par ticu lar time? If,  f or 
instance, China had something to sell today and we were able to agree 
to its sale, would tha t come under the $100 million congressional 
limita tion ?

General Warren. I understand. I f i t was a sale, no, sir. I understand 
your point. If  we wanted to give it  to another country, it would come 
under  that $100 million ceiling, except for the materia l th at M AP has 
already paid for.

Mr. Roybal. But  it would not if it were a sale ?
General Warren. That is correct. Sales are not involved.
Mr. R oybal. They are not involved, not only in China but with  any 

other  country?
General Warren. No, sir. But we do have one major problem dis­

cussed here yesterday a bit. We have ceilings imposed on us in Lat in 
America of $75 million total,  sales and gran ts mater iel. We are losing 
about $500 million in sales in the last year and a half because of tha t 
ceiling and because of other restrictions in the  law on sales, which is 
not pertinent to China, but tha t is our only sales problem area I am 
aware of.

E FF ECT OF L IM IT A T IO N S ON  U SE  O F EX CE SS  E Q U IF M E N T

Mr. Roybal. Then at the present time, you have in excess mater ials 
in the neighborhood of $200 million, is that  correct ?

General Warren. Yes, sir. I had a par tial  list of the items that  
are available t ha t we are holding up because we are righ t at the $100 
million ceiling, and we cannot transfer any of those items.

Air. R oybal. But these items are all usable at the present time?
General Warren. Yes, s ir; they are either usable or usable if re­

habilita ted. Our armed services inspect each of those before they offer 
them to us. I f it is completely out of commission and costs too much 
to fix, they junk it right  there. So, the only things they give us are 
equipments which can be rehabi litated  at a reasonable cost and have 
a considerable amount of util ity lef t.

Mr. Roybal. And tha t amounts to $200 million, approximately?
General Warren. We happen to have a little over $200 million 

worth of equipment that has already been offered to MAP by the 
services that  we cannot release today.

Mr. Roybal. If  you cannot release it , then it becomes classified in 
the junk category?

General W arren. At some po int in the future it would, sir. At the 
moment, we have asked the services to  ha ng onto the equipment that 
matches our MAP requirements, as long as they possibly can, a t least 
until the end of the fiscal year or until we know what kind of ceiling 
we might have for next year.
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If  we receive a $100 million ceiling nex t year , then our whole long 
supply and excess program is practically ruined, and we would junk 
much equipment.

Mr. Roybal. Tha t would mean, then, th at the 744 aircra ft, the tanks 
tha t you may have, and other equipment, would then become junk?

General Warren. Unless somebody who is eligible wanted to  buy it.
Mr. Roybal. Would th at  mean, then, that  they would be demolished ?
General Warren. They would be demilitarized. Each category of 

equipment is handled differently.
Mr. Roybal. What is the difference between demilitarized and 

demolished ?
General Warren. If  you demilitarize, you take the lethal pa rt out 

or make i t so it does not work, without destroy ing th e residual value 
of the metal or what not. In  the case of a ship hull, for example, it 
could be used for scrap steel.

Mr. Roybal. It could not be rebuilt ?
General Warren. It  would be prohibitive ly costly. I t could be re ­

built, but nobody has the money to do it unless we can pick it up in 
the MAP program.

DIS POSIT ION  OF UN US AB LE EXCESSES

Mr. Roybal. Trucks, jeeps, and so forth , need not necessarily be 
sold to a government. They can be sold to individuals. Is  that not 
correct?

General Warren. Yes, sir. Aft er we have been assured that our 
Armed Forces, first, then  all Government agencies have no require­
ments, then,  individuals are eligible to  buy trucks,  jeeps, and certain  
other specified items.

Mr. Roybal. According to this  example T urkey  would h av e--------
trucks  and trai lers.

General Warren. Yes, sir.
Mr. Roybal. If  the Turk ish Government were not to get it-----
General Warren. Sir, may I point out the lis t you are looking at now 

is a sample list of  equipments we have already allocated this year  under 
the $100 million ceiling, and those items you just mentioned have al­
ready been programed fo r Turkey.

Mr. Roybal. Right. But let us suppose that  they were not  pro­
gramed to be purchased by the Turkish Government, tha t they were 
made available to individuals, as can be the  case. Is it possible that 
these trucks and trai lers  would eventually end up in the hands of 
fanners in Turkey  who are now growing the poppy and sending it 
back to the United State s as dope? Is there a possibility that  that 
would happen ?

General Warren. I believe so. In  the case of a nonlethal military 
item which actually has a commercial counte rpart, like a track, is 
sold to a civilian, I am not aware of restrictions on what the buyer 
does with it. I do not think there are any.

Mr. Chapman. Most of these tracks are not in shape to be bought by 
civilians in Turkey, for  instance, where they have a  very serious for­
eign exchange problem. That is why the gra nt aid remains so high.

Mr. R oybal. I visited Turkey some time back. O f course, this was 2 
or 3 years ago. I was told tha t American-made vehicles are being 
used on some of these poppy  farms.
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General W arren. I am sure th at is true, because in Europe  our  dis­
posal offices, par ticu larly  up in Central Europe , have sold many items 
of excess, and this includes a lot of nonmilita ry or nonlethal thin gs th at  
governments or civilians can buy from the disposal yards.

The only ones tha t do not have to be junked or demilita rized are 
things like trucks or trai lers  o r ieeps, for example. So, it is possible 
they were purchased in Europe from a disposal yard.

Mr. Roybal. It  seems to me if all of thi s equipment were made avail­
able only to governments, we may be able to  reach an agreement with 
the Turkish Government that they do not produce the poppy in return 
for tra ilers and our jeeps. Narcotics are creating a tremendous problem 
in this country, and I think the more money we put into Turkey, the 
more production of the poppy will take  place, the more narcotics will 
come into the United States  and the more danger our youth in this 
country will be in.

General W arren. Yes; this  would be possible. I t would involve the 
State Department and, I imagine, the Ambassador.

Mr. Roybal. That is probably something to take up with the  Secre­
tary of State, but it is a mat ter of g reat concern, pa rticu larly  among 
certain  groups in the United States. Those who are fighting narcotics 
always look to Turkey  as the  culprit . Many believe that  we are respon­
sible for the impor tation  of narcotics since we are a iding  tha t country 
milit arily giving them economic aid, and also supply ing their farmers 
with trucks and trailers.

EXCESS MA TE RIEL  PROVIDED TO GREECE

May I also inquire with regard  to excess materials  that  are being 
made available to Greece.

General Warren. Yes, sir;  we have provided Greece with substan­
tial amounts o f excess materials.  I have the figures right here.

Our excess program in 1971 was $46 million at acquisition value. We 
are guessing fo r the next year, if we do not have the ceiling, then we 
might have — ---- excess a t acquisition cost.

Mr. Roybal. Can you tell me how much of that  went to the previous 
regime in Greece?

General Warren. Yes, sir. The program to date, from 1950 through 
1970, is $1.5 billion in grant, aid, $246 million acquisition cost of 
excess. I do not  know, sir, if you were here earlie r when I gave the 
brief his tory of why we had such a large  excess program in fiscal year 
1970. When our grant aid funds were cut. we had a major drive to 
take advantage of as much excess materiel as we could in our MAP 
program. The drive was very successful. Tha t is why this figure for 
Greece-------- acquisition value th is next year.

Mr. Roybal. I s it not really because we support, this government 
more th an we did the last ?

General Warren. That, is essentially correct. It  is because Greece 
is a member of NATO and the United States , of course is committed  
to support NATO. We are and we have had a m ilitary assistance pro ­
gram every year over the past 20 odd years. For a while we d id not 
deliver a number of major  items because o f the coup in Greece, but  
they were released thi s year.



194

It  was costing us as much as $700,000 annually to store, and we were not gaining much friendship from the Greeks by holding up deliveries. They are now being delivered.

U.S . RELATIONS WITH  GREEK GOVERNMENT

Mr. Chapman. We are not supporting this  government more than we were the previous one. It  has been recognized this government is in power and tha t Greece is a member of NATO tha t is covering an im­port ant area of the Mediterranean and tha t the best posture we can take vis-a-vis this government to try  to influence it back to a con­stitut ional  basis is by maintaining  re lations. If  we were to cut off all aid and take harsh, publ ic positions, our judgment is that  there are ele­ments within the Greek military  that  would take an even harder line than  the present regime and we would have very little  influence—we lose all influence over the present regime as to trying to persuade them to get back to a constitutional basis.
REC IPIENT COUNTRIES’ ATTITUDES TOWARD TH E UNITED STATES

Mr. Roybal. Our success in influencing countries to come back to a constitutional basis hasn’t been very good, has it?
Mr. Chapman. It  is limited.
Mr. R oybal. And I thin k we have had quite an experience in Latin America, for  one, and various countries of the world, so we haven’t been very successful and I don’t think increasing the amount of money made available to these countries is going to influence them one way or the other.
Tha t I judge by the mere fact tha t some o f the countries tha t we have been helping  for many years actually generate the most anti- American sentiments one can find any place in  the  world. One of the countries that I have in mind is Turkey.
Mr. Chapman. Well, in Turkey you can't  generalize from small radical groups the feeling of the country as a whole. By and large  Tur­key remains a very close ally of the United States, but there  is a radical wing, a violence wing.
Air. Roybal. We can say the same th ing  about other countries that  are our allies and are sending some of our goods to North  Vietnam. They are still our allies and it  doesn’t rea lly mean they are 100 percent for  us. I don’t doubt that Turkey is in favor of our continuing  our support. I can understand the strategic location o f th at country with regard to the defense of that p articula r ar ea ; I  think I can understand  tha t very well, bu t I  also feel tha t the money tha t is being spent there is not making any more friends  than one would get in countries where we spend even less.
Mr. Chapman. B ut the issue there is whether those two countries, Greece and Turkey, will remain NATO allies and help maintain  some stabil ity in the Mediterranean.
Mr. Roybal. They may be more pro-NATO than  they are pro- United States .
General W arren. I  got the impression when I  was over there tha t they are sort of anti-a ll foreigners and not the United States  in par ­ticular. I  don’t know.
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Mr. Roybal. I got the same impression, but I thou ght the United 
States was the leader in tha t part icular field.

REDUCTION OF THE MILITARY ASSISTANCE PROGRAM

General Warren. Sir,  may I make a comment on the mat ter you 
mentioned regarding the success of the MAP, or lack thereof?

In  1962 we had 52 countries receiving grant aid materiel from us 
and in fiscal year 1970 tha t number was down to 24. We feel a reduc­
tion of 28 over 8 years is certain ly an indication of success in the 
gra nt aid program. Our  ultimate goal is to  phase them all out if  we 
can, although it doesn’t look like we can for a while. Comparing the 
fiscal year 1962 program with tha t of fiscal year 1972, we are down 
to 13 countries now receiving materiel gra nt aid. I think this  is quite  
a good success story. The best examples are Jap an,  which is self- 
sufficient but did receive massive amounts of milit ary aid from us 
and, of course, a ll of the Western European  countries which are now 
self-sufficient. I believe we gave them something like $12 billion— 
$12.3 billion. We gave the NATO countries of Western Europe tha t 
money, and since they became self-sufficient they have purchased $6.2 
billion in defense articles from the United States. We have made 
progress in some areas.

IMPORTANCE OF SPANISH BASES

Mr. R oybal. W ill you expla in to me why it is so impor tant that  we 
keep bases in Spain ?

General Warren. It  is im portant to us because, for example, these 
bases, provide landing sites for our aircra ft en route to the Mediter ­
ranean area from the United States. I t is also a very stra tegic country 
from a naval standpoint. Rota, the nava l base in Spain, is an extremely 
important  and key base to us because, among othe r things, our nuclear 
submarines operate out of there and if we didn’t have tha t base, 
I believe they would have to go back to Norfolk, or to a base up in 
Sco tlan d.-------- . Furthermore , Spain is a key terminal for our mili­
tary air lif t command operations through th er e. --------.

Mr. Roybal. Will you be able to give us the figures as to the cost 
for the operation of Rota and the air  bases ?

General Warren. Yes, sir.
Mr. Roybal. Put i t in the record.
(The information follows:)

W ith  refere nce to op erat ing and main ten ance  costs, DOD acc ounting  rec ord s 
ar e no t mainta ine d to ref lec t to ta l cos ts on an  ar ea  or faci lit y bas is. We  esti mate , 
how ever, th at fiscal  ye ar  1970 op erat ing cos ts in Spain  ra n abou t .$90 mill ion.

Mr. R oybal. Are there any other questions ?

MAP FOR NATO COUNTRIES

Mr. Galifianakis. If  a country is a member of NATO, is tha t 
considered in providing grant  assistance ?

General Warren. Membership in NATO would be one considera­
tion in arriv ing at a decision about providing grant assistance or sales 
to a country tha t is considered less developed. I  have the  l ist here of
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the NATO countries tha t are classified as lesser developed countries 
and are specifically authorized grant U.S. aid. State and Defense 
join tly prepare  the list of au thorized countries.

ROLE OF TH E EXPORT-IMPORT BANK

Those in Europe can only use the Export- Imp ort Bank. The Ex ­
por t-Im por t Bank is not authorized to finance underdeveloped coun­
tries. However, our foreign mil itary sales credit is designed to do that . 
Some NATO countries are eligible for gr an t: most of them are not.

Mr. Galifianakts. You take cognizance of the whole interest, 
whether this income comes from export ing and so forth?

General Warren. By agreement, we partic ipate in  the plann ing of 
the ir funds and the Secretary of Defense, in coordination with the 
Secre tary of S tate and Secretary  of the Treasury, sends the president 
of the Export-Impo rt Bank each year a list of the recommended coun­
trie s and amounts, and the Export- Imp ort Bank is doing as we have 
requested. I have a list of them here.

Mr. Galifianakts. Does the  U nder Secretary of State or Defense 
part icipate in giving approval of loans t ha t are made by the Export-  
Imp ort Bank for military purposes ?

Mr. Chapman. Yes.
Mr. Roybal. We thank you very much, gentlemen. The committee 

will adjourn until 1 o’clock on Monday.

Monday, March ‘29, 1971.
Mr. Passman. The committee will come to order. We shall continue 

our examination of the mil itary assistance program for fiscal year 
1972.

I shall now yield to the distinguished ranking minority  member, Mr. 
Shr iver  of Kansas.

Mr. Shriver. Thank you, Mr. Chairman.

summary congressional presentation document

General W arren , a t the beginning of your statement you mentioned 
a summary document which will contain all three  of the elements 
of  the interna tional  security assistance program,  plus the spigot  table 
which lists all foreign assistance.

What will be included in this table ?
General Warren. That will be a summary of our military assist­

ance program for 1972, of our fore ign mil itary  sales, and the support­
ing  assistance program which has been renamed.

Mr. Chapman. Economic support ing assistance.
General W arren. The State  Department economic program,  excess 

defense ar ticles and Public Law 480 will al l be in one document which 
the  State Departmen t is putt ing together.

Mr. Shriver. When will t ha t be available to the committee?
Mr. Chapman. Probably another 2 weeks.

INTERNA TIONAL  SECURITY ASSISTANCE LEGISLATION

Mr. P assman. I have been urg ing these people since Janu ary  to give 
us some general idea as to what this new so-called foreign aid pro-
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gram will include. They don’t know themselves. I have talked to 
several agencies and I  haven’t found anybody ye t who knows anything 
about what they are going to do. Do you know ?

Mr. Chapman. Yes, sir.
Mr. Passman. When will it  come up ?
Mr. Chapman. The legislation  is in last draft .
Mr. Passman. But i t hasn’t been finalized ?
Mr. Chapman. That is right.
Mr. Passman. And you don’t really know when it is coming up 

and 3 months of the year  have gone by already. I am not criticiz ing 
you but it seems they don’t really know what they want to do. They 
are still undecided as  to whether to ask for a year extension unde r the 
act or come up with this new package.

Please urge them to make up their minds as to what they  are  going 
to do because Mr. Shriver and I are ge tting  a little impat ient because 
we are trying to bring  out an approp riation bill.

Thank you, Mr. Shriver.

MILITARY ASSISTANCE NEEDS OF SOUTH KOREA AND CAMBODIA

Mr. Shriver. Since they account for a grea t deal of money you are 
requesting, would you tel l us the general military status  and needs o f 
South Korea and Cambodia ?

General Warren. Sir, in the case c f South Korea, we have been 
working with the South Korean Government, to prepare a 5-year
program which would cost aroun d--------to modernize South Korea ’s
Armed Forces. If  we are fortunate enough to secure the  money for 
1972, 1973, 1974, and 1975, I am confident they will have reasonable 
modern forces.

Last year, when you approved the supplemental appropriations, 
was the first year of the modernization program tha t we are in  r igh t 
now, sir.

With  regard  to Cambodia, the situation is qu ite fluid. However, I 
have fo r Cambodia, a very detailed program, not a h it or a miss type 
thing . Ju st to illust rate, we have listed by line item everything tha t 
is programed into Cambodia for 1970, 1971, and 1972, and the fiscal
year 1972 par t of it comes t o --------, sir. I have additional details, if
you would like.

In  the 1970 program—and it was late in fiscal 1970 when the North  
Vietnamese invaded Cambodia, and we took emergency action at 
tha t time and provided $8.9 million to get a program started. Then, 
after a P residential Determination, we reprogramed within our fiscal 
year 1971 MAP program, and obtained supplemental appropria tions
for  a total of $185 million for Cambodia. Now we are request ing--------
for the fiscal 1972 program, the grea t bulk of which is for ammuni­
tion, sir.

REDUCTION IN U.S . PERSONNEL IN  T HE  PH ILIPPINE S

Mr. Shriver. What is th e status and the  speculation concerning the 
reduction of American personnel from the Phil ippines ?

General Warren. We have reduced American personnel in the 
Phil ippines by approximately  25 percent, I  believe, sir. This  reduction
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will have the  effect of reducing the number of dependents and families 
that had been living  in areas adjacent to Clark  Air  Force Base and, 
in turn , the number of incidents and difficulties with the local people. 
It  is approximate ly a 25-percent reduction.

Mr. Chapman. About 6,000 and something is the  figure.
General W arren. We had over there about 26,900, as of March 1970. 

The reductions tota l 6,000 servicemen by 30 June 1971. This will also 
affect about 3,000 to 5,000 of the total 16,000 direct local hire Philip­
pine people. I t will also reduce the number of dependents over there.

U.S.  PERSONNEL IN  TURKEY

Mr. Shriver. How many U.S. military personnel are now engaged 
or stat ioned in Turkey ?

General W arren. As of June 30 last year, 6,681 milit ary in Turkey, 
373 civilian, 6,191 dependents for a total of 13,245. They are being 
fur the r reduced this year, sir.

Mr. Shriver. Are there plans to withdraw these troops because 
of the continued large mili tary assistance program there?

General Warren. No, sir. The withdrawal was not related in any 
way to that.  The withdrawal was caused by a combination of things. 
Fi rs t of all, we cut our forces worldwide in most countries, u nder a 
presidential directive, about 15 to 20 percent. Certain countries are 
excluded from tha t cut but Turkey was not one of them. It  was part 
of a general program to reduce U.S. personnel and involvement 
worldwide, sir.

U.S . PERSONNEL IN  JORDAN

Mr. S hriver. You are  reque stin g--------for Jordan.  Are there any
U.S. milita ry advisers or other personnel in tha t country in connec­
tion with this p rogram  ?

General Warren. Sir, we have a small number of personnel in 
Jordan.

Mr. Shriver. Milit ary advisers ?
General Warren. Yes, sir. We have 14 advisory personnel author­

ized for Jordan . They are an augmentation to the Defense Attache 
Office.

ASSISTANCE TO JORDAN FROM OTHER COUNTRIES

Mr. Shriver. You mention tha t Jordan  is receiving less financial 
support from other Arab  countries.

General Warren. Yes, sir.
Mr. Shriver. Could you give us a comparative dolla r figure on this  

inpu t? Tell us which Arab countries have reduced this aid.
General Warren. Sir, I do not  have the dollar  figures. May I pro­

vide them for the record if they are available ?
Mr. Shriver. Yes.
(The information follows.)

ARAB COUNT RIES AS SIS TA NC E TO JORDAN

Pr io r to the  1970 cris is Jor dan received subsidies from Kuw ait, Libya and 
Saudi Arabia totalin g approximately  $105 million annually . Following the crisis, 
Libya suspended its  subsidy of approxim ately  $25 million  permanently. Kuwait 
has suspended five monthly paym ents so fa r out of an  a nnual subsidy of approxi­
mately $40 million.
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MAP TO JORDAN

General Warren. For  the most pa rt a dissident element, the 
Fedayeen, was the group causing the  difficulty for Jorda n. As a result 
of her economic problems, which were caused both bv tha t war and 
the mili tary  action over a period of time, as well as tlie reduction of 
income from other Arab countries, the United States  agrees tha t h er 
economic situation is such t ha t some grant a id and credit availability 
is necessary. The United  States would like to --------. T hat  is the rea­
son we are proposing a gra nt aid program for Jordan  in fiscal year 
1972.

LIF TIN G OF SUSPENSIO N ON DELIVERIES TO GREECE

Mr. Shriver. Has the embargo on mili tary  equipment shipments 
to Greece been lifted completely now ?

General Warren. Yes, sir ; it  has.

U.S.  OIL PROCUREMENT IN  SAUDI ARABIA

Mr. Shriver. On page 8 of your statement you say American oil 
companies earn well over h alf  a billion dollars per year from opera­
tions in Saudi Arabia.  You go on to  say tha t U.S. forces in South­
east Asia get about 85 percent of thei r petroleum requirements  from 
tha t country. Does all of this 85 percent come from U.S. companies in 
Saudi A rabia  ?

General Warren. No, sir. It  also comes from other  companies.
Mr. Shriver. What percent of it from U.S. companies ?
General Warren. Sir,  may I provide tha t for the record ?
(The informat ion requested follows.)

In fiscal year 1971 about 89 percent of total refined petroleum requirements 
for U.S. forces in the Western Pacific and Southeast Asia will be met directly 
or indirectly from Persion Gulf sources. Over one-half of the total requirements 
is normally purchased from U.S.-owned companies. The larges t single source is 
from U.S.-owned refineries at  Ras Tanura in Saudi Arabia and on the island 
of Bahrain under a contract with CALTEX Petroleum Corp. CALTEX, a joint 
venture of Standard Oil of California and Texaco, owns Bahra in Petroleum Co. 
(BAPCO) which operates the Bahrain refinery. The Ras Tanura refinery is 
operated by the Arabian-American Oil Co. (ARAMCO). ARAMCO is jointly 
owned by Standard Oil of California (30 percent), Texaco (30 percent), Stand­
ard of New Jersey (30 percent), and by Socony Mobil (10 percent).

DISPUTE OVER PERSIAN GULF ISLANDS

Mr. S hriver. --------
General Warren. --------
Mr. Chapman. --------

SWISS ARMS PURCHASES

Mr. S hriver. You mentioned Switzerland is one of the major arms 
purchasers in Europe. Why do they need arms?

General Warren. Switzerland, although neutral, has some very 
effective and extremely well trained milia ry force s.--------  Switze r­
land purchased airc raft  several years ago from the French. --------.
--------. They are now looking for an aircra ft to replace or comple­
ment these French fighters, and they are considering buying in excess
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o f --------worth  of U.S. aircraft. This has not been decided y et be­cause there are other non-U.S. airc raf t in competition. I have the- figures here on some of her purchases. The  b ig figure in the congres­sional p resentat ion document o f-------- ai rc ra ft, ---------.

FRENCH  ARMS SALES IN  LATIN AMERICA

Mr. Shriver. On pages 10 and 11 of your statement you comment on the statu tory ceiling placed on total mili tary  assistance to Latin America. You say tha t since the beginning  of  fiscal year 1968, coun­tries other than  the United States sold o ve r-------- million worth  ofarmaments to tha t area. Then, I quote:
The  m ajo r sh are  of  th es e sa le s, part ic u la ry  fo r a ir c ra ft , wou ld  hav e ac cr ue d to  th e  U ni ted S ta te s if  w e had  mo dif ied  our re st ri c ti ve  po lic ies a t an  ea rl ie r dat e.
Would you describe the types of aircra ft and the transac tions involved ?
General Warren. Yes, sir.
France alone, in the last year and a hal f, or from 1968 until  now, hasso ld--------. Now, by “sold,” they may not  be delivered yet. These arecontracts th at are either completed or are about to  be, but the aircra ftare not all delivered. In  add ition, France has so ld--------. In  contrastyour legislative ceiling for sales and  gra nt materiel is $75 million. A total  of near ly-------- in arms sales.
The United Kingdom has doubled her previous sales to Lat in America since 1969.
Mr. Long. I have no desire to interrupt  Mr. Shriver, but I am interested in the principle  of our 5-minute rule.
Mr. Passman. I think I have presided with fairness.
Mr. Long. I am mentioning this fo r the future . I  want to make sure the 5-minute ru le applies. I understand the applicat ion of it. It  was worked out very well in legislative history  that every day is a new day, and tha t we sta rt all over again with the 5-minute rule.
Mr. Passman. We will get a ruling from the full committee. Unti l we do, we will proceed as we all agreed here—I believe you were absent, but it was unanimous.
The gentleman from Kansas will proceed.

INCREASE IN  UNDELIVERED BALANCES

Mr. Shriver. In  the appendix of the justification book it  is noted the amount of undelivered balance has increased substantia lly in  fiscal year  1971 and to  a lesser extent  in fiscal year 1972. Significant reduc­
tions had been made in these undelivered balances in previous years. Why are they increasing aga in ?

General Warren. Par t of it  is because of tha t rather  large fiscal year 1971 supplemental appro priat ion righ t a t the end of 1970. That is the main reason for the increase.
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BRITISH ARMS SALES IN  LATIN AMERICA

Mr. Shriver. Do you have figures relat ive to  La tin America ?
General W arren. To wrap up our earlie r discussion on F rench and 

United Kingdom sales in Lat in America, I had finished with  the 
French-------- worth of arms.

The United  Kingdom doubled her sales to a tota l o f -------- in the
last 2 years. So in the grand total we are up arou nd --------sales by
two European countries.

Mr. Shriver. And it  ought to be going to the United States.
General Warren. Par t of it, particula rly a ircraft,  yes, sir.
Mr. Shriver. I couldn’t agree with you more.

MAP TRENDS IN  TH E CONGO AND TUN ISIA

Page 89 of the book shows a substantial  decrease in the planned pro­
gram for the Congo, and an increase f or Tunisia  between November 
1970 and Janu ary  1971. What are the reasons for those la te changes?

General W arren. S ir ,-------- . I would like to ask Mr. Chapman to
add to tha t, please, since State Departmen t was interested  and 
involved.

Mr. Chapman. --------  but the purpose of the aid is to provide
Tunisia  with an internal security force with some capability to with ­
stand external attack.

REDUCTIONS IN  MAP FOR COLOMBIA AND GUATEMALA

Mr. Shriver. Page 90 shows large changes in the program for 
Colombia and Guatemala. W hy?

General Warren. The main change for Latin  America was to com­
pletely eliminate all the hardware for fiscal year 1971. All of those 
programs you see for La tin  America—they are all  less than  $1 million 
each—are s trict ly training with no hardware at this time.

MAP CONTINGENCY FUND

Mr. S hriver. There is also an increase o f $5.2 million in the MAP 
contingency fund  listed under nonregional  costs. What is t ha t item?

General W arren. Sir,  th at item is a contingency, or a nonregional 
cost we planned for fiscal year 1971. If  there  were an emergency, or  
something of that nature , tha t required  h ardw are assistance in  Lat in 
America, and the prope r authorities determined we should assist, it 
would come from tha t fund.

Mr. Shriver. Why $5.2 mill ion?
General Warren. Th at is the net amount available after deleting 

materiel from La tin America and making other minor  adjustments.



202

NATO COUNTRIES ASSISTANCE TO GREECE AND TURKEY

Mr. Shriver . W ha t is th e to ta l am ount of m ili ta ry  ass istance  to 
Greece an d Tu rkey  an tic ipated  in  fiscal ye ar  1972 fro m each  of  the 
ot he r member coun tries of NA TO ?

Ge neral  Warren. In  1972------
Mr . S hriver. I f  you d on’t  ha ve th at  f or  fiscal ye ar  1972, give  us t he  

figu res  fo r the la st  pe riod fo r which  it  would  be ava ilab le.
Ge neral  W arren. I  hav e it  fo r 1972. Ou r p ro gram  is t h is : ---------for

Greece a n d ---------fo r Tu rkey .
Mr. S hriver. I s th a t fro m oth er mem bers  of  NATO ?
Ge neral  Warren. No, s ir.  Th is is st rict ly  fro m th e Uni ted Sta tes . 

Th e only oth er NA TO  mem ber  th at  receives any gra nt aid , sir , is 
Po rtug al . Sp ain is n ot  in  N AT O,  of course, b ut  we do have a prog ram 
fo r Spa in , an d th at  is the  only  oth er  gr an t m ate rie l rec ip ient  in Eu rope .

Mr.  C hap man. Tu rkey  has also been receiv ing  g ra nt assis tance fro m
Germany. Th is year I believe the figu re in mind  i s ---------in tran sp or t
planes . I t  will be dow n fro m th at in the fol low ing  yea rs.

Ge neral  Warren. ---------.
(Discuss ion  off the record .)
Mr . Shriver. Would you proceed Gener al?
Ge neral  W arren. Th ere are NA TO  countrie s th a t pro vid e m ili ta ry  

ass ista nce  to T urke y an d the othe r coun trie s. I  have some figure s I  w ill 
give you  in a m inu te,  bu t Germ any is th e biggest , and  it  wil l be a pp ro xi ­
ma tel y -------- th is year.  We  hav e an arrang em en t wi th  Ge rm any so
th at  we do not du pl icate an d we find ou t wh ich  co un try  can  provide  
each item  th e cheapes t. We  s it  do wn wi th  th ei r pl an ne rs  a nd  exch ang e 
prog ram infor mat ion so th a t ou r prog ram s and th e Ge rm an  p rogram s 
fit toge ther  on Tu rkey .

W ith rega rd  to Greece, ---------.
Mr.  Shriver. W ha t I  was  tryi ng  to  find ou t was  th e comp ara tive 

am ounts  fo r th e othe r coun tries in  NA TO . Obviously, they  sho uld  
be pa rt ic ip at in g in th ei r own  defense.

TREND IN  INVESTMENT COSTS

Th e pie on page 4 o f the  book shows th at  abou t 36 perce nt of  your  
gr an ts  prog ram  wil l go fo r inv estment costs. That  is equ ipm ent . How 
does th is  per cen tage com par e wi th the pa st  2 fiscal yea rs?

General Warren. I belie ve it is sm aller in am ount,  bu t I am not  
posit ive  ove rall . One  of  ou r big gest concerns  has been the constan t 
inc rea se in  o pe ra tin g costs. F or example, in Ko rea , t his  y ea r’s ori gina l 
pr og ram  of  $140 mi llio n would  have gone  en tir ely to  op erat ing costs. 
No inv estment at  all.

Mr . Shriver. Could  you pro vid e fo r t he  r eco rd a bre akdown  o f t hi s 
to ta l inv est me nt pe rce nta ge  fo r the top  10 recipie nt  cou ntr ies?

General  Warren . Yes, sir .
Mr . Shriver . I  th in k it  would  be he lpfu l to  have  it  in  the record .
Ge neral  W arren. I  wil l put it  in the  record  fo r tho se 10 c oun tries.
(T he  in fo rm at ion follo ws :)
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MA P COST CATEGORIES  FOR SELECTED COUNTRIES

[D olla r am ou nts in thou sa nd s]

Cou nt ry  and fisca l ye ar
To ta l prog ram Operatin g In vestm ent T ra in in g

Amou nt Pe rcent Amou nt Pe rcen t Am ount Perce nt Am oun t Pe rcen t

Ca mbo dia:
197 0........................................ 8,8 99 100 5,43 4 61 3,459 39 6 (>>
197 1.......................................
197?

185,000 100 120, 372 65 63,20 0 34 1,42 8 1

Chin a:
197 0....................................... 23, 511 100 21 .469 91 4 (' ) 2,0 38 9
197 1....................................... 20 ,017 100 9,38 7 47 9,287 46 1.34 3 7
1972

Eth io pia :
1970........................................ 11 ,68 3 100 5,4 41 47 4,962 42 1,28 0 11
1971....................................... 12, 000 100 7,38 8 62 3,372 28 1,24 0 10
197?

Greece :
1970................. ...................... 17 ,714 100 10, 775 61 5,631 32 1,30 8 7
1971........................................ 20, 000 100 11,811 59 7,31 9 37 870 4
1972

In done sia:
1970 .. ................................... 5, 766 100 2,13 2 37 2,725 47 909 16
1971________ _________ _ 17 ,996 100 5,4 76 30 11 ,437 64 1,08 3 6
1972..................................... [Deleted ]

Jord an:
1970........................................ 216 100 216 100
1971....................................... 30 ,164 100 5,07 7 17 24 ,922 83 165 (■)
1972........................................ [Dele ted ]

Korea :
1970.. .................... ............... 132,164 100 121 ,57 4 92 5,05 2 4 5, 538 4
1971................................ 290,802 100 138 ,28 4 48 146,5 92 50 5,92 6 2
19 72 ....................................... [Deleted ]

P hili ppin es:
1970.. .................................... 15,961 100 11 ,829 74 3,24 3 20 889 6
1971.. .................... ............... 16.99 6 100 13, 409 79 2,65 2 16 935 5
1972........................................ [Deleted ]

Spa in :
1970........................................ 25 ,000 100 12 ,936 52 11 ,222 45 842 3
197 1. ...................................... 25 ,000 100 15,52 5 62 8,80 8 35 667 3
19 72 ....................................... [Deleted ]

T u rk ey:
1970........................................ 92 ,207 100 42 ,937 46 45, 747 50 3, 523 4
1971........................................ 100 ,00 0 100 38 ,718 39 58, 012 58 3,27 0 3
1972........................................ [Deleted ]

1 Less than  1 pe rcent.

Note:  Fiscal ye ar  1970 as of  June  30 ,1 970; fis ca l ye ar  1971 and  1972 as of  Fe brua ry  1971.

Mr. Shriver. Thank  you, General.
And thank you, Mr. Chairman.
Mr. P assman. Thank you, Mr. Shriver . We will have a brief recess 

unti l other members can retu rn from the ir other business.
(A short recess was taken.)
Mr. Passman. I  call the committee back to order. If  you have any 

questions you would like to ask, you may proceed.
Mr. Galifianakis. I have none at this time.
Mr. P assman. Mr. McEwen ?
Mr. McEwen. I  have none, Mr. Chairman.
Mr. P assman. Can you th ink of any  you want to ask ?
Mr. Shriver. I  have no questions, Mr. Chairman.
Mr. Passman. Mr. Hathaway, do you have any questions?
Mr. Galifianakis. The bells have rung.

I 9 6 0  T ESTIM O N Y  ON  MOR OCCO

Mr. Passman. You may recall earlie r we were discussing Morocco. 
We said we would read into the record certain parts  of the examination 
held on the fiscal year 1961 program. We will insert in the  record the
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information appearing  on pages 2470 and 2471 of p art  2 of the fiscal 
year  1961 hearings beginning with the caption “Morocco.”

(The information follows:)

Morocco

Mr. Passman. You requ es t--------, for Morroco. This is an increase o f -------
above 1960, and --------above 1959?

Admiral Grantham. Yes, sir.
Mr. Passman. Notwithstanding the fact tha t we are  termina ting our base 

agreement, is i t t rue  we are  embarking on a — ----year program in th is country?
Admiral Grantham. Yes, sir.
Mr. P assman. What is the  estimated cost?
Admiral Grantham. --------million.
Mr. Passman. Is this a political program, or is there some military 

justification?
Admiral Grantham. Political program with milita ry justification. --------.
(Discussion of the record.)
Mr. Passman. Are we making less and less use of the airbases there?
Admiral Grantham. Some installa tions in Morocco are being evacuated and 

some personnel are  therefore departing.
Mr. Passman. Are you having some disagreement with the Moroccan Govern­

ment as to the amount of rental  we should pay on those bases?
Admiral Grantham. No. s ir:  there is no rental connected with these bases. 
Mr. Passman. Payment in kind?
Admiral Grantham. There is no payment in kind as I understand it, sir.
Mr. Murphy. You are confusing Morocco with Libya, I  believe, Mr. Chairman, 

you were thinking of Libya.
Mr. Passman. You are correct ; it is Libya.
Mr. Taber. You should tell us whether or not these items represent furnish­

ing of military  supplies, including ammunition, or whether they represent dollars.
Admiral Grantham. These figures, sir, represent milita ry equipment, ammu­

nition. and some training, entirely military.
Mr. Taber. Purchasing is all done by our own people?
Admiral Grantham. Tha t is correct, sir. There is no direct dollar input  from 

this military program into Morocco.
Mr. Taber. Is there on any of them?
Admiral Grantham. Not from the milita ry program, sir.
Mr. Passman. The comment I made earli er referred to Libya, not Morocco.
Mr. Murphy. Mr. Chairman, I do not recall exactly what the statement was. 

T can say th is : The Air Force was making an annual special payment to the 
Libyan Government for economic development purposes which arose as part of 
the agreement between Libya and the United States and which led to our occu­
pancy of Wheelus Airbase.

This special payment at one time was --------and it was scheduled at  a certain
point to drop t o --------according to the original agreement.

Mr. P assman. I n --------.
Mr. Murphy. Yes, sir.
(Discussion off the record.)
Mr. Passman. In effect, you met their  demand by p ut tin g--------in the special

assistance program?
Mr. MuI phy. Yes. sir : additional funds made available from special assistance.
Mr. Passman. If not a subterfuge, it was possibly a political shakedown. 

Those are my words, not yours.
Thank you very much, sir.

TSE OF PUBLIC LAW 4 SO FUNDS FOR COMMON DEFENSE

Mr. Sttrtver. Not long ago I  read of a diversion of Public Law 480 
funds for military purposes. Are you familiar with the charge tha t I 
am refer ring to. General ?

General W arren. Yes, sir.
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Mr. S hriver. W ill  you discuss th at , plea se?
Ge neral  W arren. Dur in g recent  he ar ings  before  th e Subco mm itte e 

•on Econo my  in Gover nm ent , of  th e Jo in t Econo mic  Comm ittee, it 
was all ege d th at  the Defense Dep ar tm en t and th e St at e Dep ar tm en t 
ha d been  us ing  the se Fo od  fo r Peace  fund s to  pu rch ase arm am ents.  
Th e firs t po int I  w ould like t o make is th ose  local cu rre ncy fund s ca n­
not be used to  purch ase any  arm s in the Un ite d State s, because FM S 
are stat ut or ily  req uir ed to  be ma de for  dol lar s an d no t local  c ur re nc y;  
com mercia l tran sacti on s ar e al so f or  dolla rs.

It  was fu rther  all ege d th at we ha d used  major  am ounts  of  the se 
fu nd s fo r mili ta ry  purposes. Th is  is no t at  all  correc t. Of the gr an d 
to ta l of  $7.4 bil lio n generat ed  in  local  currenci es un de r Pu bl ic  Law 
480, the re  was only $693 m illion, ove r a pe rio d of  6 y ear s, wh ich  w ent 
fo r common defe nse  purpo ses  inclu din g in te rn al  securi ty.  Our  ag ree­
ments  with  each of  thes e countrie s pro vid es  th a t these fund s ma y be 
used ei ther  f or  economic ass ista nce  or , w ith  th e agree me nt of  th e c oun­
tr y  concern ed, fo r comm on def ens e purpo ses , such as bu ild ing bar­
racks. We give the m wh eat an d they  bu ild  ba rra cks, roads,  et cetera . 
Th e all egati on  was  gro ssly disto rte d,  because only 9 pe rcen t of  the 
to tal  was used  fo r comm on defe nse  pur poses , a nd  o f t hat , the Def ense 
Dep ar tm en t al loc ated, a nd  ad mi nis tered only  $2.8 mill ion .

Mr. S hriver. W ho  made th e a lle ga tio n ?
General  W arren. Th e all egati on  th at  ap pe ared  in th e news papers 

was ap pa re nt ly  ma de by the Sub com mittee  on Economy in Go ve rn­
ment. I t was  a jo in t com mit tee th at Se na tor Pr ox mire  ch ai red in  
Ja nuar y of  thi s y ea r;  I was one of  th e witnesses befo re th e committ ee. 
I  believe it  was the se he ar ings  t hat kicked  off the  e rroneo us pu bl ic ity  
on the  matter .

Mr. Shriver. D id  t hat  jo in t com mit tee th at made fal se accusa tion s 
eve r co rre ct itself ?

Gener al W arren. App ar en tly  they  did n’t have t he  fac ts. We  gave 
the m the fac ts,  bu t un fo rtun ately the news papers only pic ked up  the 
all egati on  an d no t th e fa ct s:  th a t we on ly ha d $2.8 mill ion ad min is­
ter ed  by the Def ense Dep ar tm en t fo r common  defense purpo ses  over 
the la st  6 years .

Mr.  Cha pm an . Th e Pu bl ic  Law  480 is m anaged  by  the  D ep ar tm en t 
of  Ag ric ul tu re . I t  offer s com moditi es to countries th a t are deficien t. 
An  agree me nt is r eac hed with  a  gi ven co un try  on  i ts  re qu ire me nts  f or 
ce rta in  com modities, an d then  we ne go tia te  with  t hat  c ou nt ry  on the 
uses of  the local cur ren cies g en erate d by th e sal es o f these  com modities.

One of  the  purpo ses  fo r wh ich  th ese  lo cal  cur ren cies can be used is 
fo r the  re cip ien t govern men t’s defense  budget.  F o r i nst anc e, the m ajor  
example, of  c ourse, is Vietn am , now , which  is bo th  def icient in  food, 
an d because of  its  defense effort,  needs supp lem en tar y fu nd s to su p­
po rt  its  b udge t. Those  c urrenc ies  ca nn ot  be u sed  to im po rt  a rm s, an d 
it  is one o f the  several purpo ses  f or  wh ich  P ub lic  La w 480 is used.

I  might  ad d I  believe th is  is a provision  of  the law , the Mon ah an  
pro vis ion , wh ich  req uir es th at before a co un try  receives Pu bl ic  La w 
480 commodit ies th at  a n agree me nt sho uld  be  reache d wi th  t h a t coun­
try to  pro vid e some of  the currenci es fo r defense purposes.

Mr.  H athaway. I s th is  the accu sat ion , that  seve ral  hun dr ed  m ill ion 
do lla rs ove r the la st  6 years has been  s pent fo r defe nse  p urp ose s, an d 
th e in fo rm at ion was that  thi s w as ille ga l, bu t it  is pe rfe ct ly  l ega l ?
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Mr. Chapman. Section 104(c) of Public  Law 480. There is, furth er­
more, a provision in the Foreign  Assistance Act put forw ard by Rep­
resentative  Monahan, “to procure equipment, materials, facilities, and 
services for  the  common defense, including internal security.”

General W arren. But the accusation tha t th is went for  arms—that 
is the headline in the paper—is incorrect, Mr. Chairman, because local 
currency cannot be used to buy milita ry equipment from the United 
States. The law prescribes that sales must be for U.S. dollars. I have 
examples of where these Defense-administered moneys have gone. If  
you would like to have them, I  can give them to you.

In  Korea, $600,000 fo r civic action projects. Most of  this was for 
road construction, barracks, and what n ot ;

Pak istan—military base and airfield cons truction;
In  Spain it was for  airfield and naval facilities construction;  and 

in Turkey i t was in support of U.S. in termediate  range ballist ic missile 
sites, in th e past, some time ago; no arms, though.

AI D programed the rest of it into mili tary  budgets of foreign 
nations.

Mr. Siiriver. Was that a joint committee ?
Mr. Chapman. Senator  Proxmire's subcommittee.
Mr. S iiriver. On what?
Mr. Knaur. Economy in Government Subcommittee of the Joint 

Economic Committee.
Mr. S iiriver. Then these allegations were false, were they not?
Mr. Knaur. Yes, sir.

TE RM S AN D GUARANTE ES  UNDER FM S

Mr. Galifianakis. Have you accounts receivable tha t have soured?
General Warren. We have had no default in payments since this  

new foreign mil itary assistance credit program  was set up.
Mr. Galifianakis. What is usually the length of time for which 

credi t is extended
General Warren. By law the maximum is 10 years. Usually  we 

would like to negotiate them at 5 to 7. We would also like to negotiate 
some priva te bank capital which we can guarantee. This increases the 
amount of money available. Most banks won’t go past 5 years.

Mr. Galifianakis. Give me an example of what you mean by gen­
era ting  private  funds ?

General W arren. Let ’s say we have a $50 million package for  coun­
try  “X ” and that  country would like $65 million. If  we get a bank to 
put  up the other $15 million, we then guarantee the bank loan by 
setting aside one-fourth of $15 million as the guarantee.

Mr. Galifianakis. Any bank that is willing to do it ?
General Warren. Yes, sir.
I t has to be a U.S. bank or the  wholly owned affiliate of a U.S. bank 

in a foreign country.
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Mr. Chapman. We won’t guarantee a foreign  bank loan unless it 
is wholly owned by an American bank.

Mr. Goldstein. We can use a domestic branch o f a foreign bank.
General Warren. As an example, on a $100 million loan tha t a bank 

was willing to make, we would guaran tee tha t loan reserving one- 
four th of it, or $25 million, from this new approp riation. That $25 
million would stay r igh t in the Treasury , of course. It  would not  go to 
the bank unless the country actually defaulted. We would then have 
tha t $25 million  and o ther guarantee moneys in the guarantee reserve 
to pay off the balance of the hundred million dollar loan.

Mr. Hathaway. We will recess and come back afte r the quorum 
call.

Mr. Hathaway. The committee will come to order.
Mr. Galifianakis had  been questioning.
Mr. Galifianakis. General Warren, you were explaining  the add i­

tional financial resources of having priva te banks put up the addi­
tional capital. You would need legislation to  be able to do that.

General Warren. Yes, sir. We do have existing authority to issue 
guarantees but we need the new obligational authority  dollars to 
comply with the statutory requirement  for a guaranty reserve. 
Dr. Long asked the other day, and I don’t thin k I satisfied his 
question, why we don’t jus t obtain private financing for all of our 
program, and use the appropriated  moneys st rictly to guarantee the 
private loans. That  was pa rt of the discussion. I have in deta il why the 
banks won't do i t, and why we need to ex tend on a direct basis prob­
ably two-thirds to th ree-four ths of our  total new obligation au thority. 
I am speaking only of loans to  lesser developed countries because the 
developed countries use the Expor t-Im por t Bank.

As you probably know, the Fore ign M ilitary  Sales Act p rohibit s the 
Exp ort- Imp ort Bank from extending loans to economically less de­
veloped countries for the purpose of acquiring defense articles or 
services.

COUNTRY ELIGIBILITY FOR LOANS

Mr. Galifianakis. That procedure doesn’t encroach upon the busi­
ness of the Export -Im por t Bank.

General Warren. Not at  all. There are two separate groups  of coun­
tries entirely. I have th e list of the countries eligible to buy arms in 
the United States, and have credit from the Exp ort -Im por t Bank, 
and a separate  list of the so-called lesser developed countries which 
are eligible for the foreign military sales credit moneys.

Mr. Galifianakis. Could we have that  list in the record at this 
point ?

General Warren. Yes, sir.

60-20 S— 71— pt. 1 14
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(The information follows:)
Designation  of Econ omically  Developed and Les s D eveloped Cou ntrie s

The term “less developed country ” is not defined in the  act. In dete rmining 
whether a country  is economical ly less developed, we st ar t with  the lis t promul­
gated by the Pre sident  o f economically  less developed countrie s for the  purposes 
of Interest Equalization Tax. Any country designated as less developed for  the 
purpose  of th at  Tax  would he ineligible  under section 32 of the  act for  credit  
financing  by the  Expor t-Im por t Bank. This  crit erio n is the  same 
crit erion adopted by the Congress in section 2(b ) (4) of the  Exp ort- Imp ort Bank 
Act. as amended by the  Congress  in I’.L. 90-267. Th at is not  to say, however, 
th at  those countries designated as economically less developed for the  purixtses 
of that  Tax are ineligible  mider  section 32 of the  act for  Exp ort- Imp ort Bank 
cred its. In add ition, certa in countries  designated as economical ly developed for  
the purposes of that  T ax may be considered as less developed by the Bank  under 
section 2(b )( 5) of the Exp ort- Imp ort Bank  Act. Such coun tries  would not be 
extended  cre dit s by the Bank by vir tue  of section 32 of the act so long as they 
ar e so considered by the  Bank. For this reason, the  $510 million of NOA 
requested in section 31 of the act for FY 1972 covers not  only the  coun tries desig­
nated as less developed fo r the purposes of the  Inter es t Equaliza tion T ax but  also 
those coun tries  not regarded  as less developed under In terest Equalization Tax 
Act but which the Bank reg ard s as less developed.

The curre nt designation  of  economically less developed coun tries  for  the  pu r­
poses of the  In ter es t Equalization Tax is contained in Execu tive Orde r 11285 of 
Ju ne  10, 1966. Pu rsu an t to th at  order,  the  following are as  are  designated as 
economically less developed c ountries :

(a)  All foreign countrie s (including Trus t Te rri tor ies ) in existence on or 
af te r the effective date of this  order, other tha n Austra lia.  Aus tria , Belgium, 
Canada, Denmark, Fed era l Republic of Germany, France, Iran, Iraq. Irel and , 
Ita ly,  Jap an, Kuwait. Kuwait-Saudi  Arabia Neutra l Zone. Libya, Liechten­
stein, Luxembourg. Monaco, Netherlan ds. New Zealand. Norway, Portugal, 
San Marino, Saudi Arab ia, Spain, Sweden, Switzerland, Union of South 
Africa, United Kingdom, and any foreig n country  within the  SinoJSoviet 
bloc.

(b) Each terr itory,  departm ent,  province, and  possession (other  tha n Abu 
Dhabi, the  Baham as. Bahra in, Bermuda, Hong Kong, and  Qatar ), of any 
foreign country  in existence on or a fte r the  effective da te of t his  o rder , other 
tha n a foreign country  within the Sino-Soviet bloc, if the ter ritory , depart­
ment, province, or possession is overseas from the  foreig n country of which 
it  is a te rri tory, departm ent,  province, or possession  ; and

(c) The Commonwealth of Pue rto Rico, and  all  possessions of the United 
States.
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PRIVAT E CREDIT ENCOURAGED

Mr. Chapman. Could I make an additional point ?
Jn the last  2 years the sentiment among the hanks has been shif ting , 

so tha t we are hopeful that th is year, and  more so next year, there will 
be more priva te credit available for this program. The policy is to 
encourage pr ivate credit, and reduce the requirements for direc t Gov­
ernment funds, but up until now, the banks have been hesitant about 
going to  this  program, which is relatively new, but more and more are 
coming in to  ask questions how the program works, and there is con­
siderable  evidence of interest.

Mr. Hathaway. If  you will yield, on the private credit, do we 
subsidize the difference in interest rate?

Mr. Chapman. We have considerable flexibility under the law. Our 
financial standards and crite ria do authorize  a rate  of interest to be 
charged on the government portion of a combination of public and 
priva te financing which is less t han  the cost of money to us so as to 
make for an average rate of interest applicable to the whole trans ­
action not less than the cost of money to the Treasury . With two 
exceptions, we have only provided funds at cost of money to  the U.S. 
Government. One exception was because one credit to China was pa rt 
of an agreement th at we had reached 2 years p rior  to the law, so that 
the interest rates were lower than the cost of money to the U.S.  Gov­
ernment. The other exception was f o r -------- in the spring of 1969.
This  was the first concrete deal of this new administra tion w ith --------.
Up until th en ,-------- had received loans a t 3 percent, and it was fe lt
that  to provide a loan at percent, which was the going rate  at
that  time, would have been read i n --------as an unfr iendly gesture
on the pa rt of the administration, but these are the only two exceptions.

Mr. H athaway. We will have to recess and come ri ght back.
(Recess.)
Mr. P assman. The committee will come to order.
I yield to Dr. Long to consume as much time as he needs, to ask 

all the questions t ha t he feels are pert inen t to this  bill, and I shall 
-also ask the distinguished gentleman to preside until I return .

My friends, Dr. Long.
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SUMMARY PRESENTATION DOCUMENT

Mr. Long. General Warren, you referred to a spigot table which 
you are going to put together for us. Will tha t table tell us how much 
Public  Law 480 money is being spent for various purposes ?

General Warren. Yes, sir; i t will.
Mr. Long. What else will you include in the table?
General Warren. It  should include the various foreign assistance 

programs the United States has of a security nature . It  will include 
the gra nt aid program, our foreign military sales fo r 1972, and sup­
port ing assistance.

Mr. Long. All kinds of milit ary assistance, direct or indirect, by 
whatever spigot.

General Warren. Yes, sir.

COUNTRY CAPABILITIES TO USE MILITARY EQUIP ME NT

Mr. Long. On page 2 you express your opposition to a continued 
$100 million ceiling on excess material as contained in last year's 
foreign  mili tary sales law. You state, “We will have a large  amount of 
excess hardware because of troop withdrawals, budget reductions and 
modernization”.

I would think  there would be a limit to what litt le developed na­
tions could absorb of our excess hardware. Have you checked into 
their potential for absorbing our excess stock ?

General Warren. Yes, sir, and in our 1972 program , which has to 
be illustrative, we have planned  on a certain level of excess stocks as 
pa rt of our overall program. Our grant aid, including excess stocks, 
plus our credi t are all planned and  considered as a unit.

There is a l imit as to the amount o f equipment the lesser developed 
countries can absorb and we check this very carefully. We also are very 
careful about the condition of the equipment t ha t we do provide. Ou r 
MAAG’s insure that countries have the capability to rehabilita te such 
equipment before we approve such transfe rs.

Mr. Long. Are you aware of the possibility of what we might call 
mili tary  assistance pollution ?

General Warren. I unders tand, Mr. Chairman, exactly what you 
mean. However, I would like to make the point, which is very im­
portant,  th at the only equipments that we will release to foreign coun­
tries  are those for  which a requirement exists. F or each country we 
list all of the items i t needs, such as “X ” number of trucks, a cer tain 
number of artil lery  pieces, and so on. The only items we pick up out 
of the worldwide excess stocks are those for which a requirement exists.
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SITUATION IN  ETH IOPIA

Mr. L ong. Let me skip to Ethiopia , which I am going to visit next week. W hat is the situat ion in Ethiopia? You say Eth iopia is to re­ceive most of the grant  aid for Africa.
General W arren, Yes, sir.
Mr. Long. I have a March 17 article from the New York Times saying there is concern that improved weapons for Eth iopia could cause an arms race.
General Warren. Sir, with regard to Ethiopia , the situat ion this year  is much more serious than it has been in the last 2 years when I  came before this group. There are insurgents in the northe rn province of Ethiopia.
The Eri trean Liberation Fro nt has been an incipient insurgency force in E rit rea  for  a number of years. I t has  gained support , supplies and equipment from the more extremis t Arab  States such as Syria , Iraq and Republic of South Yemen, including modern Soviet auto­matic weapons. The Ethiopian Army is equipped largely by the Uni ted States, and some weapons are in need of improvement .--------.

KAGNEW COMMUNICATIONS FACILITY

Mr. Long. Where is Kagnew station ? There  used to be a place called Marina or something.
Mr. Chapman. Asmara,
Mr. Long. This  is at Asmara ?
Air. Chapman. Yes, sir ; in the Eri tean  ta il in the northeast.
Mr. Knaur. I t is in the upper pa rt of the country.
Mr. Long. Do we have a communications station in Ethiopia  ? General Warren. Yes, sir;  Kagnew.
Mr. Long. I s there one over in Erit rea  ?
Mr. Chapman. Kagnew is the one.
Mr. L ong. There  is just one U.S. s tation in tha t part of the world? Mr. Chapman. Tha t is correct.
Mr. Long. Did it formerly have a different name ?Mr. Chapman. Kagnew.
Mr. K naur. Or Asmara.
Mr. Chapman. Asmara is the  Capital of Eri trea , which is a prov­ince, sir. Asmara is the capital.
Mr. Long. This must have had a different name.
Mr. K naur. Mesawa.
Air. Long. No, something like Marina. John Gunthe r describes it as a big U.S. communications station.
General Warren. It  is a big sta tion, sir.
Air. Long. But there are not two U.S. communications stations in Ethiopia , is tha t correct?
General Warren. There is just th is one.
Air. Long. I want to find out more about the station. Before I go out I hope you will let me know.
General Warren. This is an important station in our global com­munications system,--------.
Air. Long. It  must be the same station.
General Warren. It  has a complement of, I think, close to 5,000, people including dependents.
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Mr. Long. At Kagnew ?
General Warren. Yes, sir;  including dependents.
Mr. Long. Over the years i t has grown tremendously.
General Warren. --------.
Mr. Long. I s this stat ion valuable to us ?
General Warren. It  i s --------. A 1968 estimate placed the cost at

something like-------- 1 think, to relocate it. -------- .
Mr. Long. Wh at was the other thing tha t E thiopia annexed? How 

old is this Kagnew sta tion?
Mr. Chapman. 1942.
Mr. Long. This  is probably  the  same one that Gunther is referring 

to. He describes it pretty well. Either  you have given the station  a 
different name, since I am not aware of it, or Gunther used the wrong 
name.

General Warren. May I  correct the record. When I  said about 5,000 
people, Mr. Chairman, I was high. It  has about 3,500 Americans.

Mr. L ong. H ow many ?
General Warren. 3,500.
Mr. Long. But it is quite an operation.
General Warren. Yes, sir.
Mr. Long. Will it be possible for me to visit Kagnew when I go  

to E thiop ia?
General Warren. I am sure it w ill; yes, sir.
Mr. Long. I am very anxious to look at it.

LAT IN AMERICAN ARMS LIMITATION

Now, returning  to your statement, you note tha t U.S. restric tions 
have forced Lat in American nations to look elsewhere for modern 
arms. I have an article  from the March 16 Washington Post saying 
that Colombia is seeking a Lat in nations arms limitation. Do you 
feel that  this is an encouraging development?

General Warren. The Colombian arms control proposal is an en­
couraging  development. Although the proposal may fail to lead to 
meaningful arms limitation,  it is an effort from within L atin  America 
to consider arms control within  the OAS framework. The Colombian 
initia tive deserves support. The Colombian proposal does not en­
visage any cancellation of any arms acquisition contracts already 
consummated. Regional arms control arrangements in Lat in America 
could help prevent an arms buildup which might  contribute  to the  
outbreak of conflict. They could also serve to limi t diversion of re­
sources from economic and social development. Moreover, were the 
Lat in American countries to agree to observe res traint in the area of 
arms bui ldup and mili tary spending  it could set an example that might 
be emulated by other  developing countries.

AI D TO IN DONESI A

Mr. Long. On page 6 you sta te th at we are expanding our grant a id 
program to Indonesia. How is tha t aid being spent? Has Indonesia 
already absorbed the assistance you requested in your fiscal year 1971 
supplemental bill last  November?
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General Warren. The expanded program is designed to pro­
vide --------. The $3 million provided by the supplementa l app rop ria­
tion  has been obligated. This assistance is being absorbed as it becomes 
available from production and rehabilita tion.

POLICY TOWARD GREECE

Mr. Long. What is our policy toward Greece? I  have a Washington 
Pos t column of February 26,1971, tha t indicates  tha t the U.S. decision 
to resume aiding the Greek junta  was based on the concern of the junt a 
and ant ijun ta groups for  national security, as well as progress toward 
parliamentary  government. Now, Evans and Novak tell us that  a nti ­
jun ta forces didn’t suppor t our decision and tha t State  Assistant Secre­
tary Sisco said, on February 14, . . we have been disappointed
. . . tha t there hasn’t been more progress towards the establishment of  
parliamentary government.” Do we intend to arm the Greek junta no 
matter what they do to the Greek people? Don’t we have some lev­
erage? Why don't  you suggest they look to the Soviet Union  for arms 
if they refuse to adopt parliamentary reforms? They would never  
accept Soviet aid.

General Warren. On September 22 the admin istrat ion announced 
its decision to resume normal military shipments to Greece. The  con­
siderations  underlining this decision were the enhancement of the 
Greek Armed Forces to carry out its responsibilities in the defense of 
the NATO area with the resulting contr ibution to the cohesion and 
strength of NATO’s southern Hank. Addit ionally Greece offers 
strategic advantages to the NATO alliance and to the United States 
which are important to the security of the West. The United States 
had hoped for a more rapid  return to full representa tive government 
in Greece. This concern continues.--------

It  is worthy to note tha t only a  por tion of Assistant Secretary of S tate Sisco’s 
comments have been cited by the Evans and Novak arti cle of February  26, 1971. 
Let me quote exactly what Mr. Sisco said :

Let me just say a word about our policy on Greece. Fir st of all, candidly, we 
have been disappointed in  the fac t tha t th ere hasn’t been more progress towards 
the establishment of parliamenta ry government. On the other hand, I think 
one must bear in mind tha t Greece is a loyal NATO ally. The Greek people have 
a tremendous affection for  America and the American people. Greece is im­
portant to the United States as part of the southern flank of NATO, and we 
have really tried  to pursue a two-pronged policy, namely, to support the present 
leadership insofar as its responsibilities are concerned within the NATO frame­
work and we would hope that more progress in the future can be made towards 
the establishment of democratic institutions.

Suggesting to Greece that it look to the  Soviets fo r arms is a rather 
empty one a t this  point in time. The free world members can ill afford 
to undermine NATO defensive purposes and might do so by indicat­
ing the continued displeasures with respect to the efforts and practices 
of the Greek regime. There  are other and bette r methods th at can be 
used. Terminating milit ary assistance to a close ally of more th an 20 
yeai-s is not the way to do it.

CAMBODIA

Mr. Long. On page 9 of  your statement, you said you hope to avoid 
a supplemental request for fiscal year 1972. Last November you re­
quested supplemental funds  fo r fiscal year 1971, including $85 million
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for Cambodia. This year you are requ estin g-------- for Cambodia. Will
th e --------be sufficient for  Cambodia? What will the money be used
for ?

General Warren. Th e--------million requested for  Cambodia repre­
sents the current best estimate of the requirements for the Cambodian 
armed forces for fiscal year 1972. Due to the uncertainties inherent 
in a combat situation, it  is not possible to project at thi s time whether 
the funds requested will or will not actually be sufficient. The funds 
are projected to be used for --------.

N EED  FOR AD DI TION AL  FU N D S

Mr. Long. On page 9 you also state tha t you think  the fiscal year 
1972 request will be sufficient, barring any Presidential determinations 
in the months ahead. What situations do you foresee th at might re­
quire added military  assistance or military credit sales autho rity?

General W arren. As I  have stated, we believe the request for fiscal 
year 1972 funds will be sufficient. I do not foresee any situations, in the 
immediate future , that would require additional assistance, however, 
one must be prepared to respond to emergencies tha t may arise. A flare 
up of the Mid-East situat ion or any insurgency situation that would 
threaten the security of any free world countries might be general 
examples.

TIM ETA BLE TO W IT HDRAW  FR OM  VIE TNAM

Mr. Long. Last November 25 when you appeared before us to re­
quest supplemental funds for fiscal year 1971, you told me you were 
working on a timetable to phasedown the mi litary assistance program  
in Vietnam. What’s the sta tus and the de tail of that, timetable? I will 
include the testimony in the record.

(The testimony follows:)
Mr. Long. Most people I have talk ed to think there is some program for gett ing 

completely out  of Vietnam by a  cer tain  date and  I wonder whether-----
Secreta ry Latrd. We have  a program to get out of Vietnam. Pha se 1 of th at  

program tur ns  over the combat  responsibi lities  to the  forces of South  Vietnam. 
Phase 2 of th at  program tur ns  over the air, logistic, art ill ery supp ort in Vietnam. 
Phase 2 is running conc urrently  with  phase  1, b ut phase 2 will tak e much longer  
because of th e tra ining requirements  th at  a re involved.

Mr. Long. Do we have a  timetable fo r th at?
Secreta ry Laird. Pha se 3 covers the  m ilit ary  ass istance  program, a phasedown 

in th at  pa rti cu lar program. We have not announced any  time table on the  pro ­
gram, although for  planning purposes with in our  De par tme nt we have established 
a cer tain timetable . The reason that  we have not  made  thi s a mat ter of public  
record  is th at  we are  in negotia tions, and the Preside nt, as one of the  very  
imp ortant poin ts in his recent peace proposal, has provided for  a negot iated,  
complete wi thd raw al—which could be much fas ter  tha n the  c urr ent Vietnamiza-  
tion program.

Vietn amization  merely complements our  nego tiatin g position. If  nego tiatio ns 
should fail , if  we are  not successfu l in a complete nego tiated settlement , then 
Vietnamization  is the  answer. But  it  would be a  grave error both on the pa rt of 
our negotiatio n position, and with regard  to our  mil itar y posture, for  us to go 
forward with public announcements on complete timetab les on p hase  1. phase 2, 
or phase 3 of Vietnamization . as  f ar  a s the  mil itar y aspec ts are  concerned.

Mr. Long. Righ t, but  you do have time table s in your  thinking.
Secreta ry Laird. We have it on cha rts.  We have program flow charts, dates , 

all turnovers,  all planning  in this area .
Mr. Long. Thank  you, Mr. Secretary .
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General Warren. Secretary Laird  in his recent fiscal year 1972-76 
Defense Prog ram and the 1972 Defense Budget message before the 
House Armed Services Committee on March 9,1971, outlined our plan 
of Vietnamization. The plan is divided into three distinct phases.

The first phase consists of turning  over to South Vietnam the  ground 
combat responsibility  against VC/NVA  forces. As I have said many 
times before, we expect to complete phase I  by this summer, although 
American ground combat forces will remain in a security role to  pro­
tect U.S. forces as phase II  progresses.

The second phase consists of developing within South Vietnam the 
air, naval, artil lery , logistics and other  support capabilities necessary 
to maintain effective independent security. Phase  II  has been in process 
concurrently with phase I, but it will take longer to complete because 
of the complex training involved.

The th ird  phase will consist of reducing the American presence to a 
milit ary advisory mission, together with whatever small security forces 
are needed to protect  this mission. Fu rth er reductions of our assistance 
and advisory presence will then continue, under the Nixon Doctrine, 
as South Vietnam continues to grow in national  strength and self- 
reliance, until no more U.S. milit ary presence is required.

SIT U A TIO N  IN  PA K IS TA N

Mr. Long. On the night of Thursday,  March 25, U.S. M-24 “Chaffee” 
tanks were used against the  people of East Pakis tan. These tanks were 
apparently l eft  over from the now defunct mi litary  assistance program.

General Warren. A modest quantity  of World W ar IT vintage AI-24 
light  tanks was transfer red to Pakistan  under terms of USMAP. The ir 
delivery was accomplished in the earlies t phases of the program tha t 
began in 1954 and was termina ted as a result o f the war with  In dia in 
1965. We have no au thori tative corroboration of reports of the ir use in 
the current civil war in E ast Pakistan.

We have regarded the  political relationship between the leaders of 
East  and West Pakis tan as an in ternal ma tter ; it would not have been 
appropria te for Ambassador Far lan d to intervene during the period 
when lie was in contact with leaders of both wings of Pakistan.  On the 
question of the use of American m ilita ry equipment, we have seen the 
reports  in the press and  other media  that U.S. supplied weapons have 
been used. Al though, as provided for in the foreign assistance legisla­
tion, the  agreements we have with the Government of Pakistan for the 
supply of mil itary  equipment provide th at the equipment may be used 
“to mainta in its internal securi ty” and in “preserving its national  
independence and integr ity,” we have expressed concern to the Pak istan  
Government about the possible use of American weapons in this 
conflict.

Mr. Long. President Nixon recently, for the first time since the 
Indo-Pakistan  War , decided to  sell some equipment and spare part s 
to the Yahya Khan Government. When this  decision was made, did 
the administration have any idea tha t this civil conflict was about to 
break out?

General Warren. The decision to offer a limited one-time exception 
to the prohibit ion on the sale of lethal mater ial of United States  origin, 
to Pakistan was announced on October 1, 1970. Serious consideration
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of  the offer, which stipula tes tha t any sales r esulting would require 
cash payment, began some months earlier. The offer would permi t 
Pakistan to acquire only four types of item s: Armored personnel ca r­
riers, interceptor airc raft , some obsolete ligh t bombers, and a few 
patrol airc raft.  Quant ities were specifically stated and limited to re­
placement of s imilar items lost through normal wear-out and accident. 
At  the time the offer w as made, President A. M. Yahya Khan had 
announced his intention of holding fully democratic elections and 
retu rning Pakistan to civilian adminis tration. Subsequently on De- 
cemtoer 7, 1970, balloting was held based on universal adul t suffrage, 
the first such election in the country's history. It  was only subsequently 
tha t political differences betw’een the two regionally based factions 
emerging from the polling in positions of strength began to set the 
stage for the current civil dis turbances in E ast Pakis tan.

Mr. Long. U.S. C-130 troop transpor t planes carried Government 
troop reinforcements into Dacca to carry  on the fight against the East 
Pakistanis.

General Warren. The only transport assets of the Pakistan Air  
Force consist of a small number of C-130B aircraft, delivered prior  
to the termination of M AP and a few additiona l planes of a similiar 
model purchased as surplus  from Ira n several years ago. These air ­
cra ft have been in recent use between the  two wings of Pakis tan, but 
firm informat ion is lacking as to cargoes car ried.

Mr. Long. I must go to the Milita ry Construction Subcommittee. Mr. Hathaway, will you take over.
Mr. Hathaway. Mr. Galifianakis, do you want to resume where 

you had left  off?

LEGISLATIVE LIMITATIONS ON U.S . ARMS SALES

Mr. Galifianakis. I thin k I had requested General War ren to in­
sert a list of the  countries eligible, on the  financing. I  suppose tha t all 
means tha t we are going to continue our policy to try to compete with 
Russia, Great  Britain,  and France in the sale of this milita ry equip­
ment to whoever wants to buy it and qualifies.

General Warren. Sir, I would welcome the chance to comment on 
this, because it is of extreme concern to the Secretary of the Treasury, 
among others. We aren’t trying to get into a sales race with anyone, 
but  we are extremely concerned over the constrain ts which have been 
placed on our programs by congressional action, which makes it im­
possible for U.S. manufacturers to sell legitimate arms that our allies 
want, part icularly  in Lat in America—and in Africa to a degree. As 
a result, since we can’t sell them anything, those countries are turn ing 
to Europe. As I mentioned, in  the last year and a half, we were con­
strained by a $75 million ceiling on gra nt and sales of materiel in 
Lat in America, and we are at tha t ceiling today. I just  had to tell the 
three services to put  a stop on any fur ther acceptance o f letters  of 
offer. Yet some of these letters are already out and technically, if the 
country signs it, it  is a contract.

I have had to tell the services tha t if this  happens, they are going 
to have to tell those country representatives th at we are a t our ceiling 
and to bear with us and we will tr y to sell it  to them next year. I am 
talk ing of a $75 million ceiling already reached with 3 months yet  to
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go  in th is  fiscal yea r. Ye t du ring  t he  last  y ea r and a ha lf , because of  
th is  si tuat ion,  Fr an ce  and the Un ite d Ki ng do m hav e moved  in to  th e
m ar ke t to the tun e of  a b o u t---------i n arm s sales to  Lat in  Am erica.

Mr. Galifia nakis . But  the economics is no t yo ur  prima ry7 in terest,  
is it  ?

Gener al W arren. Xo, sir . Our  in terest  is in  defense.  We are  no t 
go ing to push arn i9 sales o r h igh  p res sure any  co un try  in to  buyi ng  an y­
th in g  th at  it  doesn’t want.  Th e sales  in iti at ive mus t come fro m th e 
co un try concerned. Some y ears ago th ere was pre ssu re placed  on these 
sale s because of  the  go ld flow. In  the Defense Dep ar tm en t toda y,  a l­
th ou gh  gold flow is of  concern , ou r pr im ary concern  is to  fu rn ish 
de fen siv e weapons to ou r alli es, pa rt ic ul ar ly  the fo rw ard defense 
co un tri es , prop er ly  in the int ere sts  o f ou r mutu al  securi ty.

RESULT OF UNITED  STATES LIM ITING  ARMS SALES TO LATIN AMERICA

Mr.  Cha pm an . May  I  expand  on th is  a t th is  po int ? Specifically in  
Lat in  Am eric a, th is is one of the  mo re difficult forei gn  policy problems 
we have . Some members of  th is  very com mit tee,  Dr . Lo ng  am ong 
othe rs,  hav e fe lt very dee ply  and st ro ng ly  about ou r sel ling or giving  
wh at  are  cal led  soph ist ica ted  arm s, essent ial ly exp ens ive  weapons 
sys tem s, to  countrie s which  do not have the  means  to develop th ei r 
ow n economies. Thi s h as  been very much the  c onc ern  o f the Ex ecuti ve  
Br an ch  over the years.  The re  is no th ing new in  this .

In  Lat in  Am erica you  hav e la rg e countrie s which have ha d ai r 
forces, arm ies , and nav ies  h istor ica lly , whi ch af te r a good m any ye ars 
of low defense budgets  find th at mos t of th ei r equ ipm ent is obsole te. 
Th ere are  only some thing  like  350 je t tra in er s and fig hte rs in  all  
Lat in  Am erica,  and only one squ adron  of  these is sup ersonic so fa r. 
Mo st of the  a ir cr af t ar e about 20 ye ars o ld, so t hey h ave a req uir em ent 
to  modernize t hei r forces. I t  is eit he r new pla nes or  do ing  awa y wi th  
th ei r old  a ir  fo rce.

We  have  been co nfronted  by  a  very  di fficu lt polic y issue. Ho w do we 
mo derat e th is  mo derniza tio n prog ram, whi ch is req uir ed to maintain 
th ei r forces in being at a reasonable level ? Our  cons tra int s, bo th  the 
leg islative  co ns tra in ts an d th e pol icy cons tra int s, hav e been such  th at  
over the last  2 yea rs, as General  W ar re n has ind ica ted , th e Lat in  
Am erican  cou ntr ies  have  gone to Eu rope , where they  do no t hav e 
the same view of  sales of m ili ta ry  equ ipm ent . Th e resu lt is th at  
th er e has been  a sh if t in the ma rket.  In  th e las t year,  how ever, we 
have to ld  ce rta in  Lat in  Am erican  coun tries th a t we are  pr ep ar ed  to 
sell  planes, such as F -5 ’s, which  are rel ati ve ly inexpensive and re la ­
tiv ely  inexpe nsive to  ru n,  bu t we wil l no t sell the  F -4 , fo r ins tan ce,  
which  is very expensive,  and very exp ens ive  t o main tai n.

Mr. Galifianakis . W ha t do you  see th at  they  are  de fend ing 
ag ains t ?

Mr.  Chapman . Ea ch  coun try  has its  ow n p erc ep tio n of  i ts sec uri ty.
Mr. Galifianakis. I s the re  a  c ommon deno mi na tor  in L at in  A mer ­

ica  th at  you dete ct? Th ey  alw ays  have an urg ency abou t defe nse.  I  
gue ss every sov ere ign ty feels th at way . That  is the ma ke-up  of  a 
soverei gn ty,  the ab ili ty  to repel and the ab ili ty  to ex er t power, bu t I  
wa s wondering i f th ere  was a common d en om inato r or a  common enem y 
in  Lat in  Am eric a.
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Mr. Chapman. No.
Mr. Galifianakis. Wha t prompts this  kind of necessity ?
Mr. Chapman. The rationale for our mili tary  assistance and  sales in the last few years is to help Lat in American countries have the capability  to maintain internal security. Many of the countries have 

had serious problems with insurgent situations, guerrill as, many of them supported from Cuba.
Right now there is no situat ion which probably would resu lt in a war between these countries, although there was a very brief  conflict 2 years ago between El  Salvador and Honduras. These things can blossom out very rapidly.
Mr. Galifiniakis. Presumably the congressional constraints were designed to minimize whatever they have to defend against, and I assume it is the in terna l conflict that I  gath er is the common denomina­tor. If  you had to pick one, I suppose that insurgency would be the principal problem, wouldn’t i t ?
Mr. Chapman. This  is the principal problem as seen from here. Seen from there, they have armed forces in being. They have histories, and they have a history of conflict with insurgents in these countries.
Mr. Galifianakis. You come back to the proposition  that these countries are determined, in the final analysis, to have some kind of defense, and the real issue is from what source tha t defense equipment shall come.
General Warren. I f I may comment on tha t, I agree with  the U.S. policy to discourage arms races. But in this recent development in Latin America, while the United  States  is discouraging  an arms race, the United Kingdom and France  are out for dollars. We aren't spon­soring an arms race, but relatively large expenditures are being made for more advanced and costly military equipment than t ha t or iginally sought from us, thanks to these third  country sales. It is an unfo rtuna te situat ion tha t is going to get worse. The United Kingdom has sold --------worth o f mi litary equipment in the last year ancl a half.
Once one of these countries gets committed to  another  country for, let ’s say, airc raft , which are very expensive to operate, they are com­mitted for the future. They have to stay with th at country so long as the equipment is in th eir  inventory. It  is pretty  difficult to switch and equip from the United  States. We have already lost a great deal of the L atin  American market.

ROLE OF FOREIGN GOVERNMENTS IN  THIRD COUNTRY SALES

Mr. Galifianakis. General, most of these companies which m anu­facture the equipment, they are not nationalized in France and Eng ­land, are they?
General Warren. Sir, the way they operate is this. They are not necessarily nationalized but thei r government seems to have an im­por tant role in thei r policie s.--------As a result, worldwide, the  UnitedKingdom and Franc e now are selling as much as the  Uni ted States  is and if you add in Germany, Ital y, and Canada, the ir foreign sales are much greater than ours.
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Mr. Galifianakis. Are the companies wholly owned French com­
panies ? Do you look into the make-up of the corporate  structure of the 
indust ry tha t manufactures the equipment?

General Warren. I have out of curiosity. No, sir, some of them were 
subsidized to a degree. In  the  case of France, to the best o f my knowl­
edge, thei r main aviation company, which sells Mirages  and several 
other airc raft , is not government-owned, is t ha t correct, Chris?

Mr. Chapman. Yes, I th ink it  is private.
General Warren. It  is backed by the governm ent,-------- with  very

few exceptions.
U .s . ROLE IN  THIRD COUNTRY SALES

Mr. Galifianakis. I was curious to know if these companies, v ia 
the ir governments, ge t assistance from the United States in some form 
or fashion, and then turn around and concrete with us in this?

General Warren. In  some cases the companies do have to get as­
sistance from the United States. For example, both the U nited King­
dom and France are behind the United States  in the technology of 
electronics, and so the ir companies look to the United States to supply 
some of the ir avionics. We are involved to a degree because they  use 
some U.S. parts, but that  is a small part of the business.

U.S. GOVERNMENT RELATIONS WITH PRIVATE MANUFACTURERS

Mr. Galifianakis. Is a contract  ever initia ted directly, speaking of 
the United States  now? Does the representative of a  pa rticula r equip­
ment manufacturer make his own contacts? Does he solicit trade all 
over the world, and then seeks the approval of our Government?

General Warren. We encourage indus try to provide its own field 
representatives. Our milit ary assistance groups, which are in some 
48 countries, have been instructed to assist U.S. manufacturers’ rep re­
sentatives in those countries. The only thin g that  we have asked of 
industry , and they are p retty cooperative, is that  they not go to Lat in 
America or some o ther  place selling an item of equipment that  the 
State  and Defense Depar tments  will not approve their  selling. I f  they 
let us know where they are going and what they are going to talk about, maybe we can help them.

As an example, if somebody were trying to sell Phantom F- 4’s to 
Latin America, this  Government would presently not consider approv­
ing it, because tha t is a long range str ike weapon, and L atin  America has no requirement for it.

On the  other  hand, as for  the F- 5’s or less expensive airplanes, sev­
eral of us feel tha t they should have them. It  is probably too late, 
however, because with the lag we have had in approving them,  I  thin k 
most, countries in Lat in America have gone ahead and committed themselves to Europe.

effect of salt talks on military assistance
Mr. Galifianakis. One more question, Mr. Chairman, and I am 

finished.
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In the discussions at the SALT Conference, are there matters  now- 
being discussed t ha t directly encroach upon your activity?

General Wakren. I don’t know of any, sir. We don' t get into the 
nuclear items in military assistance.

Mr. Galiftanakis. Thank you very much. Thank you, Mr. 
Chairman.

U N IT E D  ST AT ES  AN D TH IR D -C O U N TRY  ASS IS TA NC E TO  SA ME R E C IP IE N T

Mr. Hathaway. Are we giving any milit ary assistance to any 
countries tha t are buying weapons from other  countries?

General W arren. Yes, s ir; quite a number of them.
Mr. Hathaway. Why do we do th at ?
General Warren. A good example is Iran. I ran  bought  and bartered

something like -------- worth of milita ry gear from Russia, and we
are providing her a small MAP training program. To answer the 
question, yes, we and the Soviets are providing assistance simul­
taneously to a number of countries, but, for the most p art, we don’t 
regard it as anything  serious. Ethio pia, which we were discussing a 
while ago, bought, I think, two helicopters from Russia.

This is all right we th ink : it is the large orders tha t concern us. 
Some of the countries, like India and Paki stan , that  we dropped 
from our rolls a while ago, have been securing arms from the Soviets 
and we still have a small sales program with those countries.

Mr. Hathaway. But no MAP.
General Warren. The only g rant aid is some tra inin g in the United 

States  for a small number of th eir officers. I t is worthwhile because it 
helps acquaint them with the United  States and we achieve a closer 
liaison with a few of the ir people. Since we pulled our MAAG out, 
and since tha t war of 1965, our m ilitary relations with Pakistan have 
been worsening. Over the past 8-10 months, there  has been a per­
ceptible improvement in United States-Ind ian milit ary relations  as 
indicated by the warm reception accorded General Westmoreland d ur­
ing his recent vis it --------.

Mr. Hathaway. Is what you say t rue  of all countries? We are jus t 
giving  them training aid, to the ones tha t are buying from othe r 
countries ?

General Warren. No, sir. I would have to check my list.
Mr. Hathaway. I t would seem inequitable if we were giving them 

airplanes and they are buying airplanes from somebody else.
General Warren. I was jus t handed this  list of non-Communist 

recipients of Soviet arms. We don’t have programs with all of them, 
but Ethiopia, I mentioned;  Libya is now buying  Soviet arms, but 
we elimina ted the U.S. program—although we still have a small ad­
minis trative  group  in tha t country—Morocco, Nigeria—these are 
countries who have received Soviet arms that we do have MAP pro­
grams with—Iran , as I mentioned. Pa kistan is stric tly a sales country 
except for a small gra nt tra ining program. In  East Asia, Cambodia 
was, in the past, but  not now. Tha t is all.

Mr. Chapman. I  do not thin k tha t there is any country to which 
we are providing substantia l amounts of grant aid tha t are buying 
major investment items elsewhere.
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General Warren. Tha t is correct.
Mr. Chapman. Not Korea, not Turkey. The only one th at  is begin­

ning to buy elsewhere, and only beginning, is Greece, and we are 
phasing  down the grant assistance to Greece rathe r rapidly.

Mr. Shriver. But aren’t we supply ing Ind ia and Pak istan a lot 
of economic aid to permit them to do business elsewhere?

Mr. Chapman. As you know, Mr. Shriver, this is an old subject. 
The economic aid is provided on the theory  that  there is a require ­
ment in these countries to develop the ir societies over the long run, 
and if we were to provide no economic aid, they would allocate the 
same resources to the ir defense, and the simple result of thi s would be to-----

Mr. Shriver. I t releases the ir resources for thei r defense and pu r­
chase of arms from Russia.

Mr. Chapman. I t would simply mean, if there were no economic 
aid, tha t their economic and social development would be that much 
retarded. It  would not affect the  allocation of resources, which they 
use for the ir defense.

Mr. Hathaway. You know this for a fact? We have never tried 
to do it  otherwise. I t seems the least we should do is i f they are going 
to use this economic a id and release other funds, we should require 
that they use the other funds to  buy from us and not  from Russia.

Mr. Chapman. Ind ia and Pakistan—since 1965 we have refused to 
give or sell any lethal  end items. I t was only last year the Pres iden t 
made the one-time exception, and has allowed the sale of a limited 
number of specified lethal end-items to Pakis tan. None of these items 
have been delivered.

General Warren. It  is important to note for the record that that 
equipment totals  a lm os t--------and there are only four  items.

Mr. Chapman. I t is not yet negotiated. They are looking at the 
amounts involved and having second thoughts .

General Warren. I believe there was a question on the arms for 
Greece from other countries. Canada  is the only country currently 
furnishing g ran t assistance to Greece. This a id is  in the form of T-33 airc raf t spares.

Mr. McEwen. On that point, I  was wondering, General Warren, 
if it wouldn’t be helpful to have possibly a b ar grap h similar  to the 
one on page 76 showing o ur mili tary  assistance appropriations, what 
the other free world countries have been doing, whether it is increas­
ing or decreasing. I  realize t ha t that  is sometimes tied  into economic 
aid too, that they are doing more there  ra the r than with the military.

General W arren. I have al l the figures, sir. Actually I  don’t think 
they would make a good b ar chart because the figures are  small and 
inconsistent. In the case of the Soviet Union, I believe tha t her total  
worldwide milit ary assistance over the last 20 years—not gra nt aid 
but  military assistance since all of hers a re sales—is about hal f of ours.

Mr. McEwen. It  is about half of ours ?
General Warren. Roughly, yes, sir, since our milit ary assistance 

program started in 1950. I have the figures here, if anyone is inte r­
ested in any par ticu lar country.
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Mr. H athaway. Could we have for the record the justifications for 
both milita ry and economic aid to those countries which are purchas ­
ing arms from Russia or China or other nonallied countries.

General Warren. Yes, sir. I would ask my colleague from the State 
Department to provide it for the record, because the decision on which 
countries are to receive it, is made by the Secretary of State afte r 
coordination with  the Secretary of Defense.

(The inform ation follows:)
The U.S. Government is presently providing milita ry gran t materiel assistance 

to only 13 countries. We have no indications or evidence tha t any of these 
countries are purchasing arms from the Soviet Union, China, or other non­
allied countries. We do provide small gran t assistance training programs to 
some countries which make mi litary purchases from the Soviet Union or China. 
We believe these programs are valuable in m aintain ing contacts with imiwrtant 
leaders in these nations, and in providing professional train ing to the military. 
We also provide milit ary credit to some countries and believe these also provide 
a needed balance to the U.S.S.R. and China.

We provide economic assistance in order to enable the recipient country to 
achieve economic and social growth and to atta in a level of stability  necessary 
for maintenance of a viable state. Much of our economic-assistance is based on 
humanitarian needs of the peoples involved. Further , we believe tha t it is 
important to maintain contacts and an American influence, especially where 
there are evident contac ts with the Soviet Union and China.

Based on past experience and studies which have been made, we are also 
doubtful tha t the withholding of American assistance would have any bene­
ficial effect on the ixflicy of these countries regarding milita ry purchases. The 
effect, most probably, would be to reduce the role of economic growth with the 
same amount of funds devoted to milita ry procurement.

EFFECT  ON REMOVAL OF LI MIT S OF SALES TO LA TIN AMERIC A

Mr. Hathaway. Do you think if we took the lid off of the arms 
sales to Latin America, tha t we could outb id o r underbid Bri tain  and 
France, so that  we would get a large share of tha t market, and thereby 
control just exactly what is going in there, or do you think  there is 
any possibility of that? I understand in the arms sales program we 
don’t sell them just anything  they want, though I don’t thin k that is 
the policy with Great Brit ain and France. They will sell them any­
thing  I suppose if they ask fo r it.

General Warren. 1 think they will for the most part.  If  we took 
the ceiling off—since I have not consulted with the S tate Department, 
this is the Defense posit ion; I talked to  Secretary Laird on i t a couple 
of times—we would still have complete control over what goes in 
there, because nobody can sell a m ajor arm to  anybody without State 
Department approval of an export license. I  favor no statu tory  ceiling 
at all, and letting the Administration regulate it from year  to year 
as the situation  requires.

However, what concerns me regarding your question, sir, is tha t 
I th ink it  may be too late now.

Mr. H athaway. They are too far  down the road with these other 
countries ?

General Warren. If  we remove the ceiling, we could sell to the 
Lat in American countries around $125 million worth of equipment
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which we think they properly need and should have this  fiscal year. Right now’ we are at our $75 million ceiling. We have outs tand ing letters o f offer, which we have already approved for $92 million w orth of materiel.
Mr. Hathaway. If  we lif t the ceiling, can we justifiably  presume 

tha t this will cut back on the amount tha t Great  Britain and Franc e will have to sell, because these countries are operat ing w ithin a fairly fixed budget ?
General Warren. I think most countries in Latin America w’ould prefer to deal with the United States. They always have. Our U.S. milita ry groups there—and most people don’t unders tand this since 

they regard  them like our military assistance advisory groups else­where in the world—many of them were in Latin America at the country’s invitation before we even had a MAP program. The point 
is that  Latin America tradition ally  has been oriented toward  the United States, and i t would be very beneficial if we could star t selling to them again. We can control what we sell without a ceiling in the legislation, and it certainly would help ou r relat ions there. I was talk­ing today to one of our senior generals, who is the head of the Inte r- American Defense Board. He just made a tour  with some senior milita ry people and came back absolutely shocked at what  he had 
learned. People there are still try ing  to deal with the United States, but they are bitte rly disappointed because for 2 years now’ they have been trying to buy from the United States but without success. So they just turn to Europe.

Mr. Hathaway. But would this result in keeping the total arms purchases down there at about the same level ? In other words, i f we allow another $125 million, tha t isn’t going to add $125 mill ion to the to ta l?
General Warren. Tha t is righ t, but we would cut into the future  sales of England  and France if we didn’t have any ceilings on our dealings.
Mr. Chapman. I think the point should be made tha t it  might  not be so simple; first, because many of the countries have already com­mitted themselves to modernization programs, and I think we are sort of viewing a big hump now’, which will come down.
Second, because for certain major  pieces of equipment, for instance, destroyer escorts and destroyers, which represents a large proport ion 

of what they are buying in England,  E ngland is in a position to sell tha t kind of equipment more cheaply than can be manufactured here in the United  States.
Mr. Hathaway. So we won’t cut into tha t?
Mr. Chapman. That is right.
Mr. Hathaway. Wha t fields would we cut into—aircraft?
Mr. Chapman. Airc ra ft; but I think General Warren is right .
Mr. Hathaway. They are too far  down the road on tha t?
Mr. C hapman. The contracts have been let. Many of the countries wanting to buy new ai rcra ft have already committed themselves.

60 -208  O— 71—pt. 1------15
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WORLDWIDE CO MMUN IST TH RE AT

Mr. H athaway. Do you th in k the na tu re  of  the  Co mm unist  t hr ea t 
th roug ho ut  the world , since they are  te nd ing m ore  to wa rd  nationali sm , is much less th an  it was, say , at  the end of  W or ld  W ar  I I?

Mr. Chapman . Di ffe ren t men  will  give  you  dif fer ent answers, bu t 
my own ju dg men t is  th a t t he  har d stance  we took in the 10 or  15 yea rs fol low ing  W or ld  W ar  I I  conv inced the m they  cou ld no t expand  t he ir  
influence, an d th a t they  hav e calmed dow n somewh at. Th ey are  
div ided, the So viet Un ion  an d Ch ina , bu t you  hav e individu al  Com ­
mu nis t Pa rt ie s,  such as in Chile,  where  they  cla im they  are  going 
th ei r own ways. So th er e is na tio na l ind epende nce  wi thin th e Com ­mun ist  movement.

Th e qu an tity of  th e th re at  a s seen no w is dif fer en t fro m wha t it  w as 
10 years  ago whe n we perceiv ed the th re at  as be ing  a sin gle  th re at  
com manded f rom  Moscow.  Th is, o f course, has m ade a m ajor  difference.

Never theless,  I  th in k we all  feel th a t they  are  sti ll play ing wi th a very ha rd  ba ll, an d if  the y th ou gh t it  was necessa ry, the y would  use 
th e necessary forc e to impro ve th ei r posit ion . Th e bes t exa mple, of 
course, is Czechoslov akia  in 1968. I f  we were to  low er ou r gu ard,  it  
wou ld be s imply  in vi tin g a new agg ressive forei gn  policy.

Mr.  H athaw ay. T hat  wou ld be con tro lled fro m where, tho ug h?
Mr.  Chapman . Th e Sovie t U nion , o f course, is the  p rin cipa l power. 

Th e Sov iet  Un ion  has continued to devote  eno rmous  fund s fo r th ei r 
mili tary . The ir  navy, now, ha s show n up  in eve ry ocean in th e world , 
as a first -class, new nav y. The ir  str ateg ic  force is equal to  ours, and 
there is no cause to feel th at  there is n o problem le ft  now.

Mr. McE we n. W ha t is Ru ssi a’s perce nta ge  of  gross na tio na l prod uc t ?
Mr. Chapman . I  am sorry , I  do n’t have th e figure  at  ha nd , bu t I  believe it is arou nd  9 or  10 percen t.
Mr . H athaway. And  ou rs i s ab out 7 ?
Mr.  C hapman . Ou rs has been goin g down.
Mr.  H athaway. T hat  may h ave  been th e goa l he wante d to achieve.
Mr.  P assman. I wo nder if  it  wo uld n’t be he lpfu l to th e com mit tee 

to place in  t he  r eco rd at  t hi s po int t he  a mo un t o f GNP,  o f each of  th e 
m ili ta ry  recipie nt  na tio ns  an d the Eu ro pe an  na tio ns , being spen t on defe nse  ?

Mr . Cha pm an . In  th e co un try  presen tat ion  I  belie ve you do have  it alr ead y.
Mr. P assman . I  kno w th at , bu t we cou ld no t possibly in se rt the 

en tir e book in t he  record. W e w an t you to p ut i t i n th e re cord.
(T he  in form at ion follo ws :)
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DE FE NS E EX PE ND ITU RE S AS  A PE RC EN T OF GN P FOR TH E EUROPEAN AND  M IL IT ARY AS SI ST AN CE PROGRAM  

CO UN TR IES , CU RR EN T M AR KE T PR ICES  

[In mil lion s of d ollars ]

Count ry

Camb od ia..........................................................
Ch ina....................................................................
Ind on esi a............................................................
Ko rea...................................................................
Ma laysia ..............................................................
Ph ilip pin es ..........................................................
Af gh an ist an .........................................................
Gr ee ce ..................................................................
In d ia ....................................................................
Ir a n ......................................................................
Jo rd an ..................................................................
Leb ano n...............................................................
Nepal ...................................................................
Pa kis tan..............................................................
Sa u Ji  A ra b ia ......................................................
Tu rk ey.................................................................
Congo (K in sh as a) ...............................................
Ethiopia...............................................................
Gh ana ...................................................................
Li ber ia .................................................................
Ma li......................................................................
Moroc co...............................................................
N ig er ia .................................................................
Se ne ga l................................................................
Tu ni si a.................................................................
Arg ent ina.............................................................
Bo liv ia..................................................................
Br az il...................................................................
Ch ile .....................................................................
Col ombia.............................................................
Dominican  Repu blic...........................................
Ecuador................................................................
El Sa lva do r..........................................................
Guatama la...........................................................
Hon duras.............................................................
Mexico.................................................................
Nicarag ua............................................................
Pan ama ...............................................................
Par agu ay.............................................................
Peru.....................................................................
Uru gua y...............................................................
Ven ezu ela............................................................
Au str ia.................................................................
Be lgium ...............................................................
Denmark .............................................................
Fi n la nd...............................................................
Fra nce .................................................................
Germany Federa l Republic plus West Berlin
Ice land ................................................................
Ire land ................................................................
Ita ly.....................................................................
Lux em bou rg.......................................................
Net her lands.......................................................
Norwa y..............................................................
Por tu ga l...........................................................
Sp ai n..................................................................
Sw eden..............................................................
Sw itzerl and.......................................................
United Kingd om...............................................

Defense

GNP
Defense

expen ditures

exp end itures 
as a percent 

of GNP

743 45 .0 6.1
4, 760 482.5 10 .1

12,070 41 8.9 3 .5
8,89 5 .  35 0. 0 3 .9
3,36 4 10 8.0 3. 2
9,8 65 124 .0 1 .3
1,40 0 18.2 1. 3
9,2 00 44 6.0 4 .8

52,4 70 1, 77 8. 0 3 .4
9,1 10 648. 0 7.1

575 98 .0 17.0
1,43 5 49 .0 3. 4

868 4. 8 5. 5
17,850 652 .3 3. 7

2,7 90 37 5.0 13.4
8,7 00 353.0 4.1
1,910 95 .0 4. 9
1,703 41.4 2.4
2,0 97 43 .0 2.1

289 3.3 1.1
264 5.3 2. 0

3,319 94 .0 2. 8
6,0 00 150. 0 2. 5

712 18.0 2. 5
1,22 5 22 .5 1. 8

23, 830 514 .0 2. 2
976 17.7 1.8

35, 543 866 .3 2. 4
6, 670 200. 4 3. 0
7,07 0 96.9 1.4
1,370 30.5 2. 2
1,60 9 26.6 1.6

945 10.7 1.1
1,786 17.0 1.0

685 9.8 1.4
33,200 220 .8 .7

772 11.8 1.5
1,016 1.3 .1

588 11.8 2.0
5,650 19.6 3.5
2,145 44.0 2.1
9,639 200 .0 2.1

13,810 165.4 1.2
25,1 20 690 .0 2. 7
15,730 370 .0 2. 4
10,180 160.7 1.6

145,890 5,905 . 0 4. 0
185, 500 6,19 0.0 3.3

487 0 0
3,86 4 NA NA

91,800 2,31 5.0 2. 5
968 8.3 .9

31,270 1,0 80. 0 3.5
11,170 375. 0 3.4
6,35 0 400. 0 6. 3

32, 440 1,1 66. 0 3. 6
31,360 112.9 3. 6
20,510 413.3 2 .0

116,540 5,9 50 .0 5-1

Note: GNP  and defense expen diture s are the latest figures  avai lable  for all coun tries ; figures for all coun tries  are for 
1969 or later except Mali, Malaysia, Niger ia, and Jordan.

Mr, McEwen. I looked a t that and I  raised a question some days 
ago. A grea t many of those are listed as not available. For instance, 
Por tugal is marked “not  available.” I t would seem to me about half  of 
them have no figures.

Mr. H athaway. What concerns me is tha t the Comintern, even 
under Stalin , changed its direction from try ing  to promote world
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revolution to enhancing the national struc ture of Soviet Russia. Isn ’t 
tha t true ?

Mr. Chapman. It  became a nationa l view of Russian policy.
Mr. Hathaway. Could not the increase in the Soviet Navy and so 

forth be simply to enhance tha t one objective, and not have anyth ing 
to do with taking over the  world, except to the extent that they want to 
influence various countries  to deal with them economically, to enhance 
thei r own na tional picture?

Mr. Chapman. The motives are mixed, but verbally they remain 
revolutionary, and there is no evidence that they will not promote thei r 
own national inte rest by using Communist ideology wherever they can.

General Warren. One of the things tha t concerns Defense in tha t 
regard is t ha t if Russia controls the Mediterranean and the Persian 
Gulf area, she can cut off all the oil that  West Europe and  Japa n are 
getting from tha t part of the world. It  could become a serious si tu­
ation. However, this  does not seem to be the most imminent or likely 
threa t. The thre at might  be posed by the oil-producing nations 
themselves.

Mr. Hathaway. Include  in the record the percentage of the amount 
of oil we get from th at p art  of the world.

(The information follows.)
THR EAT  IN  MEDITE RRANEAN AND MIDDLE EAS T TO U.S . AND NATO OIL SU PP LIES

The abil ity to in ter rupt oil shipments from are as  containing three- fourths of the free  world’s oil reserves, and currently providing Euro pe with  80 pe rcen t o f its  oil supply is impressive. The United Sta tes  now obta ins only a  small percent­age—about 2 perc ent—of its  needs from the  Medite rran ean and Nea r Easte rn areas, but that  percentage  is expected to grow substantially in thi s decade, and  could approach  20 percent by 1080. Int err up tion of NATO oil supply lines  from the Med iterrane an and  the  Arabian  Gulf might cause the United Sta tes  to  share the few remainin g free  world  oil resources with  our allies,  fu rth er  reducing t he  amount of oil avai lable to fuel our own economy a nd milita ry forces.
Mr. Galifianakis. That is one of the critica l problems in the 

world, today.
General Warren. I read about Libya threa tening to cut off oil. 

I don’t have all the details.

RE SU LT  OF  E L IM IN A T IN G  M A P TO IN DONESI A

Mr. Hathaway. What would happen, for  example, to pick a country 
at random, if we cut off the milita ry aid we are now giving to Indo­
nesia? What do you foresee would be the result of that?

Mr. Chapman. Indonesia receives a relatively modest gra nt pro­
gram relative to its size. As you know, Sukarno was overthrown in 
1965. This  is a new, moderate regime tha t has been in place since then. 
It  has set its nationa l priorities as economic development, to restore 
the economy of the country as a first prior ity, and the armed forces 
have been maintained at a subsistence level. There has been no effort 
to increase thei r budget  for armaments, so they are beginning  to have 
problems in main taining thei r equipment. There  is no intent  on our 
par t to build up a major  force. The purpose of what we are providing 
them is to improve th eir maintenance capabi lities, their logistics capa­
bilities, and give them a means to operate what equipment they have.

If  we were to provide them no grant, they would simply somewhere
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down the road have to use some of their own resources for the ir defense 
demands.

Mr. H athaway. This would result in some insurgent group taking 
over in Indonesia, as happened before.

Mr. C hapman. There is still insurgency capability  there. The army 
has controlled it very well now, so there is a need to  maintain  a secu-» 
rity  capability. I would not make the case tha t our gra nt program 
is going to make all the difference. All I am saying is they would 
reallocate resources to make sure that their  forces were able to control 
the situation.

Mr. Hathaway. And is there evidence tha t the group could be 
controlled by China  ?

Mr. Chapman. Peking  has maintained an interest  in Indonesia. 
What the streng th of the Communist party controlled by China is 
now I do not know, but I will be glad to furnish what intelligence 
we have.

SE CURIT Y AN D EC ON OM IC  IM PA CT OF  M A P RE DU CT IO N

Mr. Hathaway. What if these countries did succumb to some in ­
surgent group that  became Communist ? How far  could we cut back 
before our own security was jeopardized ? Presumably if  another group 
took over, then the economy of tha t country  would still survive. It  
may not be as good as it was with American aid. It  might go down 
to the level of Albania , but nevertheless, it would be a relatively peace­
ful country. Why is our  own national security jeopardized by such a 
country being taken over by some force we don’t necessarily get along 
with ?

Mr. Chapman. I don’t make the case if we were to cut down some 
of these small programs that we would be, looking down the barrel  
of a Soviet or Chinese rifle. In  considering the problem, it is just what 
will happen over a number of years if those countries feel the United 
States  is no longer to support them as we have in the past, and in 
effect has changed from a policy of try ing  to mainta in stabil ity and 
security worldwide to a policy of withdrawal . There would be realine- 
ments worldwide. There is a flue political balance worldwide. There 
has been no coun try except for Cuba tha t has gone Communist will­
ingly. Chile, now, of course, has voted in a president who is very close 
to the Communist pa rty, but even there the  situation is not al together 
clear.

But if the perception world wide was that  the United  States  was 
withdrawing, that  the Communist regimes were gaining, then there 
would be a certain policy for countries to adjust thei r relations with 
the Soviet Union and Communist China.

Mr. Hathaway. Except for the countries that  affect our economic 
interests, such as in the Middle East where we for national security 
reasons might need that oil, why should we be giving aid to others, 
like, well, Taiwan, or Indonesia, where there is no economic interest 
as far  as the United S tates is concerned ?

Mr. Chapman. We have a trea ty commitment with Taiwan, and 
there is no more economic assistance. Taiwan is on its own, and in fact 
is providing assistance to other countries, itself.

Mr. Hathaway. Presum ing the treaty could be revoked.



228

Mr. Chapman. --------.
Mr. Hathaway. To look at it coldly, we could say no economic interest of the United States is affected.
Mr. Chapman. Our annual trade with Taiwan now amounts to over $1 billion a year.
Mr. H athaway. It  isn’t anything we couldn’t do without. It  isn’t like Libya would be if we should lose the oil.
Mr. C hapman. Tha t is right.
With regard to the oil in the Middle East,  the impact is not so much directly to the United States, but the impact would be very directly 

in Europe and Japan,  which depends very heavily on Middle  Eastern oil, and so you would have some of our principal allies who would be caught in a very bad energy squeeze.
Mr. H athaway. Thank you, Mr. Chairman.

U.S.  ASSISTA NCE TO IND ON ESIA

Mr. P assman. With  respect to Indonesia, if my memory serves me correctly, at one time they procured all of thei r military hardware from Russia.
Mr. C hapman. $850 million.
Mr. Passman. At one time it topped $1 billion, I believe.
Mr. Chapman. Yes, it reached that.
Mr. Passman. During the time they were buying Russian milita ry hardware, we had  an aid program going in to Indonesia.
Our total economic aid to Indonesia  from 1946-69, I believe, was $1,051,900,000, and $219.5 million has been repaid, leaving a net to tal of $832,400,000 of U.S. aid to Indonesia, Some of this aid was going to Indonesia at the same time they were procuring mil itary hardware 

of about $1 billion from Soviet Russia. Isn ’t tha t about the way the record reads?
Mr. Chapman. The economic aid figure of $1,051.9 represents eco­nomic aid given during the period from 1946-69. During the period from 1953-65, when Sukarno was in control and Soviet assistance was being received, U.S. economic aid amounted to $350.3 million. D uring the last 4 years of  the Sukarno period, from 1962-65, U.S. aid totaled $74.3 million.
Indonesia repaid $219.5 million from 1946-69. The amount  resched­uled by the recent rescheduling agreement was $215.6 million, which 

included interest to be accrued as well as princ ipal in default. While $308.2 million of the $1,051.9 million aid total was given as grant aid, the m ajor portion  of the $743.7 million in loans has either been repaid or has not yet  fallen due.
Mr. Passman. The reason I wanted to get this in the record is be­cause recently I had two men from the State  Departmen t come down 

to discuss Indonesia with me.
Apparently  they worked out a proposition  with Indonesia  so tha t 

she can pay off her indebtedness to  all nations  on longer terms. Are you famil iar with tha t ?
Mr. Chapman. That  is right.
Mr. P assman. I t may be tha t with th is agreement worked out with 

the Soviet Union as well as the United States and other creditors,

I
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these people may receive a needed lif t in thei r economy and perhaps 
to some extent would allow this committee to  consider making some 
reduction in economic aid being requested for  Indonesia.

PASSMAN-CONTE-LONG AMENDMENT

Now, if I  may very briefly proceed, at  one time we had the so-called 
Passman-Conte-Long amendment limit ing the sale of sophisticated 
equipment to the so-called developing nations. However last year this  
provision was knocked out on the floor of the House on a point  of 
order.

Now you people are opera ting under a similar provision contained 
in the legislation passed by the Foreign Affairs Committee, are you 
not?

General Warren. That is right.
Mr. Passman. It  breaks my hear t to have to admit tha t, but we 

don’t want to fly under false  colors. You are working under a Foreign 
Affairs Committee provision at the present time.

I thought we should get the record s traight. I  guess we will just have 
to bear up under the embarrassment and realize it is not this com­
mittee’s amendment you are opera ting under. It  is a Foreign  Affairs 
and Foreign Relations Committee provision, is that r igh t ?

General Warren. That is right.

DEVELOPMENT OF COUNTRY PROGRAM

Mr. Passman. I wish you would have another look at the situat ion 
in Morocco. Earlie r today, I inserted in the record materials dealing 
with the s ituation  in Morocco as it existed in 1960 and covered in our 
fiscal year 1961 hearing. I think it is important to have an under­
standing as to how the milit ary assistance program is finally brought 
into being. The mili tary  assistance program is a dual proposition 
between the S tate Department and the Defense Department, is i t not?

General Warren. Yes, sir.
Mr. Passman. I refer jokingly  to the generals down at the State 

Department who travel in regular dress and the generals out at the 
Pentagon who wear the stars. But they are both generals as fa r as 
this program is concerned.

Now, each one of these programs s tart s a t the country level, does it  
not, with your MAAG chief, and with the ambassador and with the 
leaders in a part icul ar country in determining the count ry’s 
requirements ?

General Warren. Sir, that is where the work starts.
Mr. P assman. I am talk ing about the work. I am not t alking about 

the final decision. I will lead into that.  That is, a fter  you determine 
the needs of a part icul ar country in consultation with the leaders in 
the country and your MAAG chief, what lead does it move to  then?

General Warren. To the unified command level, such as A dmira l 
McCain’s headquarters for  the Pacific.

Mr. Passman. Then where does it go from there ?
General Warren. It  comes to the Office of the Secretary of De­

fense, and to my office for final programing .
Mr. Passman. Then it makes the  trip down to the Directo r of the 

Budget, does it not ?
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General Warren. We coordinate our programs with the Office of 
Management and Budget because we have to go there  for apportion­
ments of the money. But basically the State Department and De­
fense Department approve the programs for military assistance.

Mr. Passman. And the request is screened and checked along the way as to the actual needs ?
General Warren. Yes, sir.
Mr. P assman. So it moves from the country involved, to the uni­fied command, then into Washington to the Defense Department, then 

you coordinate with the State  Department, and finally the Office of 
Management and Budget makes the final decision as to what amount 
will be recommended to Congress, is that  correct ?

General Warren. Tha t is correct, sir, except we provide the 
MAAG's in the field the broad guidelines for each year ’s program. Our 
guidelines include objectives, dollar guidance, and other necessary information.

Then the MAAG's s tar t the detailed planning tha t you describe.
Mr. P assman. You give them the guidelines, but nevertheless, the  

program is worked up in the country ?
General Warren. Yes, sir.
Mr. Passman. We are try ing  to  see if these requests have had the prope r screening before they finally reach the Hill.
General Warren. I unders tand, yes, sir.
Mr. Passman. I know, but have they had ?
General Warren. In my opinion, yes, sir.
Mr. Passman. Does the budget request usually follow the recom­

mendations of the team out in the  countries, or are they modified?
General Warren. Well, sir, in the last 2 years when we have had 

severe cuts imposed on our program, or the money the President re­
quested has been reduced, we have requested that  our field MAAG’s 
line up their requirements in an order of prior ity, so we could cut them off at any given level.

Mr. S hriver. Wha t percentage of milit ary hardware given to other 
countries is purchased in the United States?

General Warren. Practically  all of it is, sir. The only way you 
can buy overseas is with a very special waiver, which the Secretary 
of Defense can approve.

Mr. S hriver. The Presiden t can lift  the restrictions, too, can he not ?
General Warren. Yes, sir, but there have been very few exceptions.

PURCHASE OF AUSTR ALIAN  TRUCKS FOR CAMBODIA

Mr. Shriver. Why were restrictions lifted  about the first of this 
month with regard  to trucks  purchased in Aust ralia  for Cambodia?

General Warren. First, Aust ralia  could deliver those trucks which 
were needed immediately in Cambodia primarily to haul this year ’s 
rice cr op .--------.

Mr. S hriver. I know, but they are made there, and the labor 
costs are in Aust ralia  and not in this country where we have 
high unemployment.

General Warren. Tha t is correct, sir. It  was a question of delivery 
time and cost, with the delivery time being the critica l reason tha t 
we decided to  go tha t wa y.-------- .
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Mr. Shriver. And we didn’t have any surplus trucks over in tha t area anyplace—in Korea or any of the  countries we have given trucks to?
General Warren. I was informed we had no trucks tha t could do the job. The surplus commercial trucks, as a general rule, require rehabi litation. There were no trucks tha t our forces in South  Viet­nam felt could meet the requirements.
Mr. Shriver. And to have it in a hurry, you say.
General Warren. Yes, sir.
Mr. Shriver. How many tr uc ks --------.
General Warren. I do not remember the exact number, sir. May I put it in the record ?
Mr. S hriver. I have them before me.
Mr. Chapman. --------.
Mr. Shriver. You have technicians who are out of work here, too.Mr. Chapman. As you know, there are res train ts on U.S. advisers in Cambodia.
Mr. Passman. Could you tell us how much the Aust ralians are buying from our country for cash and shipping to people in the Fa r East?
Mr. Chapman. I will provide tha t fo r the record.
Mr. Passman. It  is rea lly none, isn’t it? I)o you know of any com­modities the Austra lians  are buying in the United States and shipping  to these nations?
Mr. Chapman. I don’t know of any.

OFFSHO RE PRO CUREME NT

Mr. Passman. Is th is what we usually refer  to, General, as offshore procurement ?
General Warren. Yes, sir.
Mr. Passman. Would you place in the record our offshore procure­ment for the past 4 fiscal years and an estimate for fiscal 1971 ?General Warren. Fo r the milit ary assistant program only?Mr. P assmore. Yes, sir.
General Warren. Yes, sir.
Mr. Passmore. I think that would answer all the questions as to whether the trend is up or down concerning offshore procurement.(The information requested follows.)

Off-Shore Procurement 
[I n  M ill ions ]Fis ca l y e a r :

1967 ----------------------------------------------------------------------------------------- $49 .41968 -----------------------------------------------------------------------------------------  43 .91969 -----------------------------------------------------------------------------------------  25.41970 -----------------------------------------------------------------------------------------  25.2Es tim ated  fisca l ye ar  1971________________________________________  18. 2
General Warren. If  I may repeat one im portant point  Mr. Chap­man brought up. -------- . We can’t move advisors into Cambodia dueto a lot of restrictions. From an operational standpoint, if this is suc­cessful, it may permit us to arrange  for other assistance th at  we can’t provide with  U.S. people.
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AUSTR ALIAN  MI LITA RY  ASS ISTANCE IN  SOUTHEAST ASIA

Mr. Shriver. H ow much mili tary  assistance is Aust ralia  giving to Indochina?
General W arren. To Cambodia?
Mr. Shriver. Or Vietnam. Thev are in tha t pa rt of th e world tha t might be affected by the advance of Communism.
General Warren. Of course, Australia has some troops, but they are not in Cambodia or Laos.
Mr. Shriver. Do thev have a milit ary assistance program?General Warren. They do, and they provide some assistance to South Vietnam. I do not know what they might be providing to Cam bodia-------- .
May I provide it for the record, please, sir?
Mr. Shriver. Yes.
(The  information follows.)

AUSTRALIAN AID----SOUTHEAST ASIA

Total Austra lian aid for Cambodia through fiscal year 1970 is projected at $2million (Australian). Of this to ta l,--------clearly is for economic aid, a nd--------is for essentially military aid. Final disposition of the ba lan ce --------has notyet been determined; however, much of it  is likely to go for milita ry assistance. In some cases, it  becomes difficult to assess the appropriate category of assistance, since any type of aid can be considered, at least indirectly, as contributing to the national defense of Cambodia. As examples, Australia is providing several --------entirely at its own exp ens e---------Austral ia is provid ing---------.As for Vietnam, A ustralia has provided a peak force of about 8,000 men, which will gradually  decline to about 6,000 men this fall. Australia has announced increasing actions in the area of training,  civic action, and economic aid as its contribution of combat forces diminishes. Specifically, Australia announced a 3-year (fiscal years 1971-73), $30 million (Aust ralian ) aid program to Vietnam, which will include both economic and military assistance.Australia is not providing any military assistance to Laos.

“untying” u.s. assistance

Mr. Passman. I have read in the newspapers and the President ’s message of September 15,1970 that new proposals will include credit­ing countries with U.S. gran t funds and lettin g them buy commodities where they want to. Is that the trend,  Mr. Secretary ?
General Warren. There is no such program contemplated in the gran t aid, sir. I  have never heard of that.
Mr. Passman. I am sure some of you read it in the paper. It  was certainly there and also the re has been a document sent to Congress on the subject.
I see one head shaking. Are you f amilia r with it ?
Colonel Burdell. I am not familiar  with the details, but I read about i t in the newspapers.
Mr. Passman. We will credi t them with the money, and they buy the commodities where they want to.
Mr. Chapman. You may be referring to the Pres iden t’s decision to untie some of our aid to Latin  America.
Mr. Passman. I am only talk ing  about the general statement tha t I read, whether it is restricted to South America or applies to any other part of the world. I  don’t know’ how’ the committee feels, but as far as I am concerned, if you are going to give  our wealth away, a t
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least let the countries spend it in America. Let American manufac­turers benefit from our generosity. After all, th is balance-of-payments situation is very frightening, is it not, Mr. Secretary ?Mr. Chapman. I quite agree.
Mr. P assman. We are sending out more dol lars than  we take in, so I just thin k we had better have a closer look at it.

RES TRICTION S ON MI LITA RY  ADVISORS IN  CAMBODIA

Mr. McEwen. You referrin g to --------.
General Warren. Civilian.
Mr. McEwen. I suppose you refer red to the restrictions of the Cooper-Church amendment. That proh ibits such American technicians from going in.
Mr. Chapman. I am not sure what the legal interpretation  would be, bu t the policy is tha t there will be no U.S. advisors in Cambodia.Mr. McEwen. Does this include civilian technicians ?
General Warren. We have decided in every case they should be prohibited.
On the other hand, -------- it is most important to our interestsover there.
Mr. McEwen. I t is impo rtan t to the irs, too. I  understand there was a restriction on American milit ary personnel ground forces being in these countries but, Mr. Chairman, until  this moment I  didn’t know there was any restr ictions on American civilians. We might have some peddlers selling something, but I didn’t know there were any restrictions.
General Warren. The only restric tion I am aware o f is the Presi­dent ’s statement that he would not put  U.S. advisers in there. The only U.S. personnel tha t we have in Cambodia right now, s ir, other than embassy staff, are  part of an equipment delivery team which is, I believe, all mili tary  at the moment. There are about 16 people who are attached to the embassy and the other p art  of the team is back in Saigon. I think there are a to tal of slightly more than 100 people onthe team to  handle the  deliveries of s ome --------of  equipment, whichhas been either funded or requested for next fiscal year.
Mr. McEwen. With regard to th is --------would we not normallyhave American personnel there with regard  to the maintenance and operation of this equipment to advise them ?
General Warren. We normally would in other  countries, but not in Cambodia, because of the policies the  President announced, t ha t we would put no ground combat units and no advisers with Cambodian units.
Mr. McEwen. We are not going to have c ivilian technicians there then?
General Warren. I know of no plans to put civilians there.Mr. McE wen. Who is going to perform this ? Are we going to  per­mit --------to do this  work? Is there going to  be somebody employedto do this ?
General Warren. In the case of th e --------. My remarks were d i­rected to the future , in case there were a requirement for technicians. Right at the moment there is no consideration being given, tha t I am aware of, to send any technicians in, other than the delivery team
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people. It  would certain ly be important to be able to use technicians m the future , if things  remain as difficult as they now seem to be in Cambodia.
MA P FOR CAMBODIA

Mr. McE wen. I wasn’t referr ing to the figures. You sa id --------forCambodia.
General Warren. I was adding this up, sir. The 1970 figure was $8.9 million, the 1971 figure was $185 million, and the figure for  fiscal year is --------.
Mr. McE wen. So it is approximate ly--------for 2 years.
General Warren. Sir ; it is $8.9 million for 1970, $185 million for1971, a n d --------for  1972 tha t we are requesting here, for a total ofabout-------- .
Mr. P assman. Will the gentleman yield at this point ?
Mr. McE wen. Yes.
Mr. P assman. Let’s add to tha t $341,300,000 that we had given to them before they broke off diplomatic relations.

ALT ERN ATIVE TO PROVIDING  U.S. ADVISERS

Mr. McEwen. Am I correct in assuming that normally there would be advisers, technicians, whatever name you want to apply  to them, American personnel that  would go with tha t amount of milita ry as­sistance to advise them, to take care of technical problems with re­gard to maintenance operation of the equipment ?
General Warren. Yes, sir. What we have is a milita ry equipment delivery team in Cambodia. The President has stated we will not have any U.S. advisers with Cambodia units.
Mr. McEwen. Milita ry or civilian?
General Warren. Both, sir.

“untying” assistance to recipient countries

Mr. Passman. Thank you. This is a nonpartisan committee. We all work together as a team, so when I  quote the President, I do it so that you will know the source of the information. I will read from House Document No. 91-385, dated September 15,1970, page 3:
I am ordering the elimination of those tying restrictions on procurement which hinder our investment guarantee program in its support of U.S. private in­vestment in lower income countries.
I propose tha t all donor countries take steps to end the requirement that  foreign aid be used to purchase goods and services produced in the nation pro­viding the aid. Complete untying of aid is a step tha t must be taken in concert with other nat ion s; wTe have already begun discussions with them towards tha t end. As an initia l step, I have directed that  our own aid be immediately untied for procurement in the lower income countries themselves.
U.S. aid is going to these lower income countries, isn’t it, Mr. Secretary ?
Mr. Chapman. Yes, sir.
Mr. P assman. This is even more frustra ting than  I had originally thought,  because our aid is now going to these countries. You are not giving it to the wealthy countries. This will be in the record for the committee’s consideration.
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Gentlemen, are there any other questions ?
Mr. Galifianakis. I guess I have asked too many today.
Mr. Passman. You could never ask too many questions.

U. S.  RELATIONS WITH  ECUADOR

Mr. Galifianakis. What is our relationship to Ecuador insofa r as 
selling to them?

General Warren. We have cut off all FMS and grant deliveries, 
sir.

Mr. Galifianakis. For how long a period?
General Warren. Indefinately ,sir.
Mr. Galifianakis. When was the last time that they made a 

purchase ?
General Warren. In early September 1970. We had a total grant 

aid undelivered balance for that  country,  as I recall, of about $2 
million. I have the program here going back over the years. We have 
stopped any fur the r deliveries to  Ecuador.  The law requires if there 
is a fishing boat seized that  sales be cut off immediately, which is 
automatica lly done by the State  Department. In the case of Ecuador, 
shortly afte r our sales were cut off, tha t government ordered the 
withdrawal of our mili tary  group. With tha t withdrawal, our MAP 
was ended. Their to tal program has been extremely small. From 1966 
through 1970 the tota l was $2 million in foreign military sales. They 
really aren’t very significant.

Mr. Galifianakis. Was there any degree of  accuracy to the reports 
tha t some of the vessels that  they had either bought or borrowed from 
us were the vessels tha t were boarding American fishing vessels off 
the western coast ?

General Warren. On certain occasions they probably were U.S. 
ships tha t we had on loan to Ecuador.

Mr. Galifianakis. There were two or three articles tha t stated  
they were. Does the reason for the discontinuance and taking them 
off the li st arise over the fishing rights?

General Warren. I think it was over the fact tha t they seized 
something like 26 of our fishing boats in the last few months. May 
I add a point. Wi th regard to Ecuador,  our MIL Group, which is com­
parable  to our military assistance advisory group,  was out of there 
on March 5, 1971. We are moving out of Ecuador,  and all milit ary 
assistance has been suspended.

CONSEQUENCES OF MAP SUSPEN SION

Mr. Galifianakis. What do you envision the consequence of the 
discontinuance will be? Do you envision tha t this will be an invita­
tion to the Soviet Union to come in and negotiate ?

General Warren. I think , just as a broad statement, tha t the Soviet 
Union is moving into  Latin  America gradually  and quietly anywhere 
she can get in, first with an economic trade  mission and things like 
that, and then here and there a legation. I  would like to ask Mr. Chap­
man if  he has any addi tional comments.
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SOVIET INTER EST IN  LATIN AMERICA

Mr. Chapman. So far, the Soviet interest in Latin America has 
been as the General indicated, to  open up relations with the countries 
with which they had had no relations, and to open up trade missions 
also. There has been a Soviet Minister in the last few weeks going 
around to look over the market, and some of the other countries I 
believe have reached trade agreements with the Soviet Union. So far, 
to the best of my knowledge, there have been no offers of military 
assistance on the sale of arms, but as the General indicated, there is a 
real possibility.

CONFERENCE ON FIS HING  RIGHTS

Mr. Galifianakis. The fishing rights may be settled. This is a 
tough question, I guess, because no one knows what the terr itor ial 
limits are. We need an interna tional  conference o f the sea to settle 
a lot of this.

Mr. Chapman. We are working toward an initial conference on 
the sea in 1973.

Mr. Galifianakis. I am delighted to hear that.  I will get some 
additional information. Is tha t already scheduled ?

Mr. Chapman. Tha t is already scheduled. I don’t know the date 
yet, but tha t is the target year, and work has been proceeding. 

COMPARISON OF U.S.  AND FOREIGN ARMS COSTS

Mr. P assman. Mr. Chapman, in many areas we have just priced our ­
selves out of the world market, and I think  maybe the President ’s 
recommendation, to untie the restrictions on dollar purchases is an 
indication tha t we are priced out of the market  now. I am a fraid we 
are spending money we don’t have, for things  we don’t need, try ing 
to provide everything  to everybody, everywhere and we have just 
priced ourselves out of the world market. Are you familiar with the 
commodities that Latin  America may be buying from our competitors 
and can you tell us how our prices compare with those of the 
U.K., West Germany, France  and Italy . I think  it would be good to 
know whether we are still  competitive on military hardware.  Will  you 
put something in the record on tha t ?

General Warren. Yes, sir.
(The information follows:)

There is no single answer to the question of U.S. competitiveness with European sources on defense equipment. The United States has a competitive advantage (a) when the item has a large production run and a correspondingly low price associated with economies of scale, (b) when the item has the highest available capability and quality—as is often the case, (c) when the buyer (e.g., Australia)  has a strong desire to orient its forces on U.S. equipment. On a price basis, the U.S. is often at a disadvantage because of high overhead and labor rates. The U.S. also often loses in the interna tional marketplace when other selling gov­ernments take extrao rdinary action (a)  to reduce prices, (b) offer concessionary credit terms or (c) agree to make offsetting purchases from the buyer. Finally, the United States is, of course, estopped from any competition of any kind with foreign sources when eithe r of the two statu tory  regional ceilings ($75 mil­lion in Latin America and $40 million in Africa) has been reached.
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PRESIDENTIAL DETERMINATION FOR SALE OF SOPHISTICATED EQUIP ME NT

Mr. P assman. Concerning the amendment that prevents the sale of 
sophisticated equipment to developing nations, I believe the President  
can without exception, as long as he stays within the limita tion, issue 
Presidentia l determina tions making these sales.

General Warren. Yes, sir, that is correct.
Mr. Passman. Are there  any other questions ? Mr. Roybal ?

LIMITED SOVIET MILITARY  EQUIP ME NT IN  LATIN AMERICA

Mr. Roybal. I have one, Mr. Chairman. I got the impression from 
testimony last week that  whenever the United States moves out of 
Lat in America, tha t the Russians move in. Now you tell us t ha t the 
Russians do move in to establish diplomatic and perhaps  trad e rela ­
tions, but tha t they have made no effort to sell or provide arms and 
ammunition to the Latin Americans. Was I mistaken in assuming that 
the original testimony was correct ? What is the  situation ?

Mr. Chapman. The situat ion overall is th at many Latin American 
countries are trying, like many countries elsewhere in the world, to 
develop the ir diplomatic  relations with the Soviet Union and the 
Soviet bloc and expand thei r trade.  They are having trouble  in the 
Western market  selling some of the ir produce like bananas and coffee, 
and the kinds o f trade agreements they a re trying to reach is to find a 
new m arket for  this produce, and get equipment from over there. I 
may be wrong on this and we will check, but to the best of my knowl­
edge there has so far  been no serious effort on the par t of the Soviet 
Union to provide arms.

General Warren. This is correct, sir. In  fac t the only U.S.S.R. m ili­
tary aid, other than to Cuba, t ha t I  am aware of  is that they provided 
some GAZ jeeps some time ago to Colombia. They are being used by 
the municipal police in Bogota. They are not yet selling any military 
equipments of any importance down there.

RESULTS OF FURTHER REDUCTIONS ON MILITARY SALES AND MAP TO LATIN 
AMERICA

Mr. Roybal. W hat would happen then if we reduced our milit ary 
sales and assistance to Lat in America, let’s say, by half?

General Warren. It  would throw another $50 million to Europe. 
I think  it is qui te simple. We restricted ourselves to $75 million, and
Franc e and the U.K. moved in and picked u p -------- in business in
the last 2 years, so i f we cut our sales further , just tha t much more 
would go to Europe.

MAP ONLY FOR TRAININ G IN  LATIN AMERICA

As far as the gra nt aid goes, sir, they are only small training 
programs. In the case of Ecuador , for example, we have programed 
--------for train ing  only in fiscal 1972. In  fact a ll of the Latin  Am eri­
can countries—there are 17—have programs well under  $1 million. 
All of them receive only training with no hardware  programed at 
this time.
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Ecuador obtained from free world countries ab ou t--------in mili­tary equipment in the last 6 years and last year—in 1970—some
Mr. Roybal. Then the statement tha t probably was made was tha t as we move out, o ther countries move in, and I perhaps assumed that  tha t statement meant the Soviet Union.
General W arren. I t could, but I don’t th ink it has so far.

OBJECTIVES OF MILITARY ASSISTANCE PROGRAM

Mr. Roybal. I  am interested  in getting clar ification of a statement in the interna tional  security assistance program presentation. It  says that the objectives of the military assistance program for  Latin  America are two principally,  to help mainta in milita ry and par a­mili tary  forces capable of  providing, with  police forces, “The internal security needed to facili tate orderly political, social, and economic development.” So far  I think  I unders tand it, but then it goes on to s ay :
An d to  he lp  L ati n  Amer ican  ar m ed  fo rces  de ve lop civ ic  ac tion  ca pa bi lit ie s.
What does tha t mean ?

LATIN  AMERICAN MILITARY ROLE IN  CIVIC ACTION

Mr. Chapman. I think the view has been that the best way to mainta in internal  security, as there was no external threa t, was to help the Latin  American armed forces to use w hat they had, bulldozers, trucks, men, to help in civic action type activities, building bridges, roads, provide health clinics, provide education in the outlying areas.Mr. Roybal. In other  words, what we are saying is th at we agree with the concept of some Latin American countries tha t they control everything, the mi litary, civic and the social life of the country.Mr. Chapman. No, I don't think so, sir. I think it is just  a supple­ment. In  the armed forces you have a body of men, a body of capabil­ities, both human and physical, and you just try  to use these capabilities for some positive purpose for the society.
Mr. Roybal. Because very frankly I  have never talked to any Latin American, eithe r in the Latin  American country or in the United States, who believes wholeheartedly tha t their  country, whichever country it happens to be, has to be run solely by the military. In fact there is a definite opposition to the milita ry running the country as a whole.
Mr. Chapman. I don’t think anyone in this  government would sup­por t the proposition tha t our policy is to encourage the milita ry in running these societies.
Mr. Roybal. Isn 't th at what this is ?
Mr. Chapman. If  that  interpreta tion is put to it, then it is badly framed, because that  is not the intent. Civic action is the  use of  the milit ary capabiliti es for  civilian purposes, but it is not to run the health and education ministries of these countries.
Mr. Roybal. Tha t is just like saying tha t the milit ary should run the city of Los Angeles or ( 'hicago or anything else.
Mr. Chapman. Not a t a ll, sir. What you have, in outlying districts you have a post of engineers and with a health  clinic, and you use those capabilities to help out the teachers and civilians in th eir  effort.



239

Mr. Roybal. This is fine if it works that  way.
Mr. Chapman. It  is not to supplant them.
Mr. Roybal. It  hasn’t been working that way in Latin America. 

This is why we have coups and countercoups and complete dissati s­
faction on the part of civilians in Latin American countries. This is 
also the reason why we have the m ilitary living the life of Riley while 
the rank and file individual in L atin America is prac tically  starving. 
This is where the big objection comes from people in my dis trict  and 
I suppose in other d istrict s in the United  Sta tes. We provide millions 
of dollars to help promote the milit ary and nothing for education, 
for community development and th ings  th at are needed in those com­
munities. I f this part icular criticism continues throughout the United  
States, then we are going to have a problem I think  in passing any 
legislation that includes military assistance.

I thin k the time is going to come when there is going to be a division. 
Aid will be one bill and milita ry assistance will be another. I also feel 
if this had happened 3 or 4 years ago we probably would not have 
passed military aid the way things  were going then, so if we are going 
to do something about many of these objectives, I  think  we shouldn 't 
put  it down in your conditions or your objectives, because to me it 
clearly indicates a real desire, on the par t of the American Govern­
ment, to give its blessing to the mil itary’s intervention into civic 
development.

Mr. Chapman. That is certainly not the intent. To put things in 
perspective, the military assistance program is limited to about $10 
million, and only for  train ing  now. One of the purposes of the training 
is to improve the professionalism of Latin American officers and men, 
and to also improve their technical capabilities, which has some side 
uses in civilian economy, and not to encourage them to assume political 
power.

Mr. Roybal. Then I thin k this  para graph should be clarified. At 
least tha t is the way I interpre t it and I am sure  o thers who read it 
would interp ret i t the same way.

OBJECTIVES OF CIVIC ACTION

General W arren. Could I comment briefly ? This civic action, tha t 
you are discussing, has nothing to do with gett ing into the Govern­
ment. These are projects such as road building,  sanitation improve­
ment, medical assistance, and even basic educat ion classes th at would 
help the community. They have no thing to do with politics;  they are 
projects designed to improve the life of the people. Our gran d total, 
worldwide, fo r civic action is about $23 million. In Korea there are a 
number of projects consisting of helping  build barracks for  Korean 
forces, erect ing fences, putt ing in electric lights, construc ting roads 
and bridges, this type thing. They are good projects which use the 
local countries milit ary manpower and know-how to help their  
economy with projects of importance to them, and important to the 
people. They don’t cost too much, but they do engender a lo t of  good 
will. In  Lat in America we have no money for it, except in the tra inin g 
program, but we do encourage their  mi litary to do worthwhile things  
in the civic action field.

60 -2 08  O— 71— pt . 1-------16
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Mr. Roybal. I understand that . I understand the objectives as f ar as you are concerned personally, but I am only saying tha t the lan­guage here is somewhat misleading.
General Warren. Yes, sir.
Mr. Roybal. And I also feel tha t unless i t is clarified, we are going to have a dickens of a time defending the bill, in the House and in our own districts.

MILITARY TRAINING LEADS TO DEMANDS FOR MILITARY EQU IPMENT
Mr. Passman. I wonder if we shouldn’t set the record stra ight  again, inasmuch as in previous years the  statement I am about to make was verified as being correct. You speak of small training programs in La tin America. You t rain these people in the use of mi litary  equip­ment, do you not, in the use of sidearms and other type  equipment and tra in them concerning the general aspects of a milita ry complex, isn’t tha t correct ?
General Warren. Some, sir.
Mr. Passman. Wha t do you do with the others ? I f you are providing milit ary train ing,  you wouldn’t tra in a man to ra ise chickens. I  don’t want to be facetious but let’s pin this down. It  is milita ry train ing, and this entire course is based around a milit ary training course, is it not?
General Warren. This is correct with hundreds of different sub­jects, Mr. Chairman.
Mr. P assman. I know that. I am very grateful  but le t me make my point, General. You usually progress from milit ary training to mili­tary equipment. Mr. McNamara used to say this was not the case. You would have gotten the impression from him they were tra inin g these people for fun but it  follows nevertheless tha t we had inserted in the record a number of nations who moved from milit ary tra ining to military equipment. I t is a sure th ing if you provide mi litary  tra ining to these people, the next thought will be, “We want some equipment,” and if we don’t give it to them somebody else will. Isn’t tha t a general statement tha t is pret ty factua l ?
General Warren. Yes, sir.
Mr. P assman. Let’s face up to it. I t doesn’t make a bi t of difference whether we provide training or equipment. One definitely leads to the other, and I certain ly support Mr. Roybal. We had better get this language  straightened out here or we may have trouble with this bill because foreign aid this year is just about as fouled up as it  has ever been since I have been chairman of this committee. We don’t know which way we are going, and unfor tunately some of the people downtown, certain ly not the President, but those who have been there for sometime, don’t know in which direction they are trave ling. Some people are not satisfied with what they see in the making. There is not a person downtown who knows when the new legislation is actually  coming to Congress.
Any other questions, gentlemen ?
General Warren. Mr. Chairman, may I insert  in the record the definition of civic action, which is four  short paragraphs, if that is agreeable ?
Mr. P assman. Without objection, General, it will be inserted in the record at this point.
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(The inform ation was supplied to th e committee.)

FUNDS FOR LAOS, THAILAN D, AND SOUTH VIETNAM

Mr. Riegle. In  addition to the $5.2 billion th at is being requested fo r 
security assistance programs, there is money in the Defense budget to  
cover Laos, Thai land,  and Vietnam. Would you tell us what  that 
amount is going to be this year (fiscal 1972) and what was expended 
last  year (fiscal 1971) ?

General Warren. The service-funded program covering Laos, Tha i­
land, and Vietnam will total  $2,230.8 million in fiscal year 1972. In  
fiscal year 1971 it was $2,252.2 million.

MEASUREMENT OF A COUNTRY’S IMPORTANCE TO THE UNIT ED STATES

Mr. R iegle. Does the dollar volume of weapons going into a country 
bear any relationship to our own national security or do you have 
some other measurement for determining which countries are most 
vital to the Uni ted Sta tes ?

General Warren. The strateg ic value of a par ticu lar country or 
area is certain ly one of the primary considerations upon which we 
base our determination to provide security assistance, as well as what 
level of assistance and in what specific forms. However, there  are 
several additional factors  which are considered in overall planning  
of security assistance. The level of economic development of the  coun­
try , and thereby its ability  fo r re lying on its own resources to provide 
security needs is also considered in determining whether to provide 
gra nt assistance, credit and under what terms, cash sales or in some 
cases providing no assistance of any kind where the country is com­
pletely able to sati sfy its needs from domestic resources. In  determin­
ing needs or requirements of a country, we try  to make a joint  anal­
ysis of the th reat faced by the country and then  draw  up requirements 
based on th is threat. It  is natural tha t we do not always agree with 
the part icular country as to the threat  they  face. To the extent possi­
ble, however, we try  to prevent excessive procurement of mili tary  
equipment which not  only tends to draw scarce resources away from 
pressing nonmili tary needs, but also can lead to arms races. Another 
facto r in security assistance planning is the extent of thi rd country 
assistance. (We have tried wherever possible to introduce multi­
lateral security assistance planning with our allies so that  all our assist­
ance programs provide maximum satisfac tion of real requirements. 
We have not  been as successful thus far  as we had hoped possible in 
this area.) Fina lly we have in some countries specific local interests 
which security assistance helps to insure.

Mr. R iegle. Are  all of these MAP funds and FMCS funds spent in 
the United  States  or do a portion of these funds get spent abroad? 
Include in your answer the  moneys th at  are in the Defense budget 
for Laos, Tha iland, and Vietnam ? Who are the prim ary contractors 
in the United States tha t supply this materia l and what is the natu re 
of the weaponry? Are any weapons systems being delivered whose 
use could be inimical to the U.S. security interests ?

General Warren. A small portion of the MAP funds does get spent 
abroad. For  fiscal year 1971 and fiscal year 1972 these amounts are
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estimated at less than  4 percent of the NO A. Funds provided for 
Foreign  Military Credit  Sales have never been used for purchases 
abroad. Of the moneys in the Defense budget for Laos, Thailand, and 
Vietnam some portion is also spent overseas but the data are not readily 
available ; it would be a part of the U.S. defense expenditures in V iet­
nam and could not be segregated. The p rimary contractors supplying 
materia l to Laos, Thailand,  and Vietnam cannot be separately identi­
fied from contractors supply ing materials for all U.S. forces. The De­
partment of Defense has furnished to th is committee a listing of ma­
terial s furnished to these countries. All programing is in fur the r­
ance of our security interest  at the time of the programing and no 
weapons so programed would be inimical to U.S. interests.
MA P A ND FM S TO COUNTRIES T ER MINAT ING ASSISTANCE TO SOU TH VIET NA M

Mr. Riegle. Korea, Thai land,  and Aust ralia have all announced 
plans to pull  their  troops out of South Vietnam. How does this affect 
our giving or selling these countries armaments  ?

General Warren. Australia, in Apri l 1970, announced the with­
drawal of one army battal ion from South Vietnam. At the same time 
Aust ralia  announced the initia tion of a new training program for 
South Vietnamese forces to be conducted by A ustral ia. In  September 
1970, Aust ralia substan tially increased its aid p rogram to  Vietnam to 
the level of  about $33 million over a 3-year period. A second with­
drawal  was announced in March of this year. Upon completion in the 
fall of this year, Aust ralian forces remaining in South Vietnam will 
then comprise about  6,000 men compared with a peak of about 8,000 
in 1968-70. This relatively  modest reduction in combat strength— 
coupled with increased actions in the areas of train ing,  civic action, 
and economic a id—is certainly understandable in view of the chang­
ing situation in South Vietnam and our own force reductions. In 
specific answer to your  question, there has been no change in our policy 
with respect to any purchases of armaments  in this  country by Aus­
tral ia. We do not, of course, have a milita ry assistance program in 
effect for Australia. It  is noteworthy tha t Australian partic ipation 
in the Vietnam conflict has been at no net cost to the United States, 
and the same holds true  in the case of New Zealand. Both of these 
countries are paying the ir own way.

The Korean Government has not announced any redeployments. I t 
has announced tha t it is studying the question of withdrawal of 
Korean forces from Vietnam; and tha t any decision made on 
this matter will be made in consultation with the GVN and o ther free 
world governments, including the United States.

The Thai  Government has announced tha t about one-half of its 
ground forces in SVN will be withdrawn in July-A ugu st 1971, and 
the remaining ground forces in J anu ary -Fe bru ary  1972. Special U.S. 
support associated with these forces will cease upon these with­
drawals. Other  military assistance programs will not be affected.

MA P TO SOUT H AFRICA OR RHODESIA

Mr. R iegle. Are we curren tly or have we in the  past  given any mili ­
tary assistance to  South Afr ica or Rhodesia; eithe r in the form of



243

credits or grants ? Is any country that practices a policy of a partheid  
gett ing help from the  United Sta tes ?

General Warren. We have given no grant or credit mili tary  as­
sistance to the Republic of South Africa or to Rhodesia. We are un­
aware of any other countries tha t practice a policy of apartheid. 

EQU IPMENT  FOR THIRD COUNTRIES
Mr. Riegle. How much of our military aid is “passed th rough” a 

country ? Tha t is have we ever sold or given military tra inin g or h ard ­
ware to  a country tha t ultimately ended up in another country ?

General W arren. The only military equipment tha t is passed from 
a recipient country to a thir d country is tha t which the recipient  
country  declares excess to its needs and returns to the custody of the 
United States. This materiel, called “Redistributable MAP Pro p­
erty ,” if  in a usable condition, can be reprogramed for a th ird  country 
that is eligible for milit ary assistance and  th at has a requirement for 
the materiel. In no case does the materiel pass to a third country w ith­
out U.S. approval.

COUNTRIES PROVIDING MILITARY SALES
Mr. R iegle. Who are our competitors in the arms business? Would 

you rank the five top arms sales governments in the  world today, and 
the dollar volume they export ? Are there any priva te arms sales firms 
of any size in this business ?

General Warren. While our data  are incomplete, the following is 
our estimate of free world sources of defense equipment for the peno d 
1968-70:

Ann ual average
F re e  wor ld  c o u n tr y : mil itar y exports

U ni te d S ta te s *__________________________________________________ $2 bi lli on
F r a n c e _________________________________________________________ _________
U ni ted K in gd om __________________________________________________________
Fed er al  Rep ub lic  of G er m an y___________________________________ _________
I t a l y --------------------------------------------------------------------------------------------------------
Can ad a * _______________________________________________________ _________

*Not counting .$170 to $200 million in United  States-C anad a cross-border subco ntrac ts.

We simply do no t know the volume or value of defense equipment 
transfers between the U.S.S.R. and its Iron Curtain neighbors. But 
we have estimated-------- .

UNSTABLE COUNTRIES RECEIVING U.S . AID
Mr. Riegle. Are we currently selling or giving  arms or tra ining 

to any revolutionary governments or group tha t has as its purpose 
the overthrow of an existing  regime? How many countries are we 
currently assisting that  you would consider political ly unstable?

General Warren. Assistance provided under our security assistance 
programs, ei ther the mili tary  assistance program for grant assistance 
or the foreign military sales program for cash or  c redit sales, is car­
ried out throu gh agreements between the U.S. Government and the 
governments of the par ticu lar countries being assisted. We do not 
provide assistance under these programs to priv ate groups or so-called 
revolutionary governments which are not the legitimate governments 
of states. Political scientists have found it difficult, i f not impossible, 
to categorize countries as to  the degree of stab ility they enjoy. In  gen­
eral, I feel tha t some of the developing countr ies to which we provide 
relatively minor security assistance have not reached the stage of
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po lit ica l dev elopment  which might  be t erm ed stab le. However , one of  the necessary  fac tors in ach iev ing  po liti ca l stab ili ty  in a coun try  is the a bi lit y o f th e l eg itimate  gov ern me nt to insure interna l and ex ter na l sec ur ity  o f th e Na tion. We a re  t ry in g to pl an  and  coo rdinate  ou r secu­ri ty  assi stan ce to  thes e coun tries in such  a way as to  most effec tively  ass ist  in ach iev ing  a nd  m aint aining  t hi s sta bi lity.

SE L F -S U F F IC IE N T  CO UNTR IE S

Mr. R iegle. W ill  any  countrie s th at we hav e been  he lping become self-suffic ient th is  year?  I am  th in ki ng  of  tho se rec ipi en ts th at  you might  be drop ping  fro m the  lis t ne xt  yea r because they  are m ili ta ri ly  secure.
General  W arren. Th ere are n o c ountr ies  th at wi ll, in  th e tr ue  sense, become self -suff icien t d ur ing fiscal y ea r 1971 or fiscal  ye ar  1972. We are red uc ing gr an t mili ta ry  assi stance  and inc rea sin g cred it sales in  as ma ny  cou ntr ies  as ra pi dl y as economic con dit ion s wil l permit.

AI D TO C H IL E

Mr. R iegle. Ha ve  we cu t off all  mili ta ry  ass ista nce  to  Chile or  is th at aid  conti nu ing ? W ha t mili ta ry  ass istance  re la tio ns hip do you have  w ith  th e new Al lende governm ent? Ple ase  a nsw er the same ques­tio n re la ting  to Greece.
Gener al W arren. We are conti nu ing  ou r m il itar y ass istance  to Chile,  which  cons ists of tr ai nin g only . Th is is in lin e wi th  t he  Pr es i­de nt ’s for eig n pol icy  sta tem ent of  Fe br ua ry  25, 1971, in  which he sta ted th at ou r poli cy is to keep o pen l ines o f com municatio n with  th e Al len de  g ove rnm ent . We will  of  co urse con tinue to  observe closely the evo lut ion  of  Ch ilean fo re ign pol icy as it  affects ourselv es and othe r na tio ns  in  the  In ter-A mer ican  system.
W ith resp ect to  Greece , our  r ela tio ns  a re  th e same a s wi th  our  o ther NATO  allies. On Septe mb er 22, 1970, the  ad min ist ra tio n announced fu ll res um pti on  o f mili ta ry  ass ista nce  to  Greece.
Mr.  P assman. Gentle men, we hav e ha d a very in teresti ng  session  with  th e mili ta ry , b eg inn ing wi th ou r disti nguis hed Se creta ry  o f D e­fense, Mel La ird , an d ce rta inly  you. Gener al W ar ren.  You hav e been com ing befo re th is  comm ittee fo r many,  m any years , a nd  I  h ave  nev er kno wn of  a man any more fo rt hri ght and a man who possessed  more knowledge  of  the  sub jec t m at te r th an  you. I  have never kno wn of  an ins tan ce th at you di dn ’t ans wer the que stio n fo rthr ig ht ly  wh eth er it  ten ded to  help you mak e th e case or  t ended to  work ag ains t you. For th a t we are  profou nd ly gr at ef ul  and I feel I  am speakin g fo r every member of  the subc omm ittee , especia lly the old er mem bers , th at you are  ind eed  a gr ea t witn ess. I  hav e nev er att em pted  t o go behin d any sta temen t you  make, because I  know7 it  is made fro m the  facts. Of course th a t appli es to  all  of  y ou gentlem en. Good  luck. We  will have a close look  at  th e prog ram , and when the com mit tee  marks  up  th is  

bil l we are ce rta in ly  go ing  t o  t ak e in to accoun t th at Ge neral  W arren was th e main witn ess who  testif ied.  T hi s conc ludes h ea rin gs  on MAP , 
unless  some mem ber of  the com mittee  s hould  des ire to  c all back some witness.

When we br ing a witn ess befor e th e com mit tee we will go aro und the t ab le  on th e 5-m inu te rule . T he n af te r t hat is comp leted each mem-
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ber of the subcommittee can take all the time he needs to in terrogate  
the witness dealing with tha t subject matter . Is that agreeable with 
the committee ?

Mr. Galifianakis. What will be the general subject?
Mr. Passman. The Ryukyu Islands. The Commissioner wears two 

caps, representing our military and economic aid for Okinawa. He 
will testify  before this committee for the economic aid request.

Mr. Galifianakis. We associate ourselves with the tha nks t ha t you 
have so eloquently put  to  the witness. We newer members want to be 
identified with those expressions of gratitude .

Mr. Passman. That concludes our hearings on MAP and the com­
mittee will adjourn.
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I n t e r n a t ;  la l  F in a n c ia l  I n s t i t u t i o n s  
Pro gr am  an d F in a n c in g  

( in  th o u sa n d s  o f  d o l l a r s )

Identifi cation code ••71
actua l

>t 71
eed mate

>• 71
eaOmate

P re s e n t ly R ev is ed P ro pose d
a v a i l a b l e E s ti m a te S u p p le m en ta l

P ro gr am  by  a c t i v i t i e s :
1 . In v e s tm e n t in  I n t e r n a t i o n a l  

Dev el op m en t A s s o c ia t io n 160 ,0 00 160,0 00
2 . In v e s tm e n t in  I n te r - V n e r ic a n  

D ev el op m en t Bank 150 ,0 00 150  .00 0
3 In v e s tm e n t in  A si an  D evelo p ­

me nt Bank 20 .0 00 20 ,0 00
4 . In v e stm e n t in  I n t e r n a t i o n a l  

Bank f o r  R e c o n s tr u c ti o n  
an d D ev el op m en t 24,6 10 24 ,6 10

10 T o ta l  p ro gra m  c o s t s  fu n d ed -
O b lig a t io n s  ( o b je c t  c l a s s  33 .0 ) 180 ,0 00 354 ,6 10 174 ,6 10

F in a n c in g :
U n o b li g a te d  b a la n c e  a v a i l a b l e ,  
s r a r t  o f  y e a r :

2.  .4 0 a p p r o p r ia t io n -1 ,0 7 7 ,6 4 0 1 ,0 7 7 ,6 4 0
21.4 7  a u th o r i ty  to  sp end  p u b l ic  de b^  

d e b t r e c e i p t s -5 ,7 1 5 ,0 0 0 -5 ,7 1 5 ,0 0 0 —
U n o b li g a te d  b a la n c e  a v a i l a b l e ,  
en d o f  y e a r :

2 4 .4 0  a p p r o p r ia t io n 1 ,1 2 3 ,5 2 0 1 ,6 8 1 ,7 7 0 558 ,2 50
24 .4 7  a u th o r i ty  to  sp en d p u b l ic  

d e b t r e c e i p t s 5 ,7 1 5 ,0 0 0 5 ,7 1 5 ,0 0 0

40  Bud ge t a u th o r i ty  ( a p p ro p r ia t io n ) 685 ,8 80 1 ,4 1 8  , 74 0 7 32 ,8 60

d e l a t i o n  o f  o b l ig a t i o n s  to  o u t l a y s :  
>1 O b l ig a t io n s  in c u r r e d ,  n e t 640 ,0 00 814 ,6 10 174 ,6 10
72  O b li g a te d  b a la n c e , s t a r t  o f  y e a r 1 ,4 2 5 ,4 5 4 1 ,4 2 5 ,4 5 4 —
74  O b li g a te d  b a la n c e , en d o f  y e a r -1 ,8 4 1 ,5 6 2 -1 ,9 9 1 ,5 6 2 -1 5 0 ,0 0 0

50 O u tl a y s 223 ,8 92 248  , 50 2 24 ,6 10
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Mr. P assman. Th e co mm ittee wi ll come to  ord er.
To day we will con sider the sup ple me nta l bu dg et  reques t fo r the  

In ter-A mer ican  Devel opment Ba nk  f or  fisca l ye ar  1971, an d t he  reg u­
la r requ est  fo r fiscal y ea r 1972.

We  hav e wi th  us the Ho no rable Jo hn R. Pet ty , Ass ist an t Secre ­
ta ry  fo r In te rn at iona l Af fai rs,  T reas ur y Dep ar tm en t;  an d Mr. Hen ry  
Cos tanzo,  U .S.  Ex ecutive  Di rector  t o the Ban k with  su pp or tin g w it­
nesses. S ince th is  is Mr. C os tan zo’s fir st appe ara nce b efo re t he  comm it­
tee, we wi ll i ns er t in  th e record a t th is  poi nt  his biog raph ic  ou tline.

(T he  bio grap hy  fo llo ws:)
H en ry  J.  Costanzo , E xecut ive  D irector of th e  I nter-Ame ric an  Deve lop ment 

B an k

Mr. Costanzo is form erly  a Mission Dire ctor  of the  Agency for International Development. He received his A.B. from St. Mary’s Univers ity in 1946 and  his M.A. f rom Columbia Univers ity in 1949.
From  1949 until 1952 he serve d as an economist wi th the  Economic Coopera ­tion  Adm inis trat ion in Italy, and from 1952 to  1953 as the  Assist ant  U.S. T rea s­ury  Representative  in Rome.
Mr. Costanzo became the U.S. Tre asu ry represent ative a t Seoul, Korea,  in 1954 and  held th at  position un til  1955 when he became a financial adv ise r and Chief of Prog ram Planning for the  In ter na tio na l Cooperation Adm inist ration. From 1957 unt il 1961 he serve d as an adv iser  to the  Interna tio na l Mone tary Fund . Mr. Costanzo then  became an economist in the Office of the Ass istant Sec reta ry of the  Tre asu ry for International Affairs. In  1962 he was made the Director of the  Office of Latin  America at  the  Treas ury  Depa rtment, a position he held until he joine d AID in 1967. Mr. Costanzo has held his present position as U.S. Executive Dir ector of th e ID B since 1969.
Mr. Costanzo is marrie d to the  form er Maxine Kru se and they have two daughte rs.
Mr. P assman. I  m ight  st at e fo r t he  re cord th a t un de r t he  ne w rules 

we are using,  each member will consume 5 minu tes , whi ch inc ludes 
que stio ns and answers. We never wa nt  to  cu t a wi tne ss off; bu t af te r 
each mem ber  ha s consum ed 5 m inu tes  in  que stions an d answer s, then  
we s ta rt  back an d e ach  member  the n wil l consume all  t he  t ime th a t he 
needs to exam ine  th e witnesses. So if  you will give very br ie f answers, 
you  do so wi th th e un de rs tand ing th at we will go aro un d th e tab le 
an othe r time .

I  would  assum e, Mr.  Di rector , th at you  hav e a sta teme nt  th at you 
would  like  to make to the  comm ittee .

General  Statement

Mr. P etty. Yes, si r.
Mr . Ch airm an  and mem bers of  t he  subc ommit tee , it  is my ple asu re 

to ap pe ar  before  you  in su pp or t of  the Pr es id en t’s req ues t fo r fiscal 
ye ar  1971 and fiscal  ye ar  1972 ap pr op riat ions  fo r U.S . subscriptions 
an d contr ibuti on s to the In te r-A mer ican  Develop ment Ba nk. These 
reques ts are m ade  p ur su an t to  P ub lic  Law  91-599,  d ated  Decembe r 31, 
1970, which  au tho riz ed  (a ) U.S. subscri pti on  to  $150 mi llio n of  the  
Ban k’s pa id-in  ord in ar y ca pi ta l, payable  in t hr ee  eq ual  a nn ua l in stal l­
ments  in fiscal ye ar  1971, fiscal ye ar  1972, an d fiscal ye ar  1973; (b)  
U.S.  subscri pti on  to  $674 mi llio n of  cal lab le or di na ry  ca pi ta l, to  be 
ap pr op riat ed  in  two equal insta llm en ts of  $337 mill ion in  fiscal year 
1971 and  fiscal y ea r 1973; and (c)  a fiscal ye ar  1971 U.S. contr ibu tio n 
of  $100 m illi on  to t he  B an k’s F und f or Special  Op era tions .
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The table below outlines the requests being made today with in the 
above author izat ion:

Dollars in millions
O rd in ar y  cap it a l (p ai d in ) __________________________________________  10 0.0 0
O rd in ary  cap it a l (c a ll a b le )__________________________________________  33 6.76
F und  fo r Sp ec ia l O per at io ns_________________________________________  10 0.00

T o ta l ----------------------------------------------------------------------------------  536 .76
The fiscal year breakdown of the total  amount requested i s :

Fiscal y ea r Fiscal yea r Tota l
1971 1972 request

(in  m ill io ns)

Paid-in :
Ordinary capital......................
Fund for special operations.

Callable : Ord inary capital...........

Tota l......................................

$50 .00 $50 .00 $1 00 .0 0
10 0.00  ( i )  10 0.00
33 6.7 6 .............................  336 .76

48 6.76  50 .00 53 6.76

> Authorization legisla tion pending.

No budgetary outlays are foreseen under these requests during 
fiscal year 1971. Budgetary  outlays during fiscal year 1972 are not 
expected to exceed $50 million. All paid-in amounts would take the 
form of letters of credi ts; the callable capital  amount represents  a 
contingent liabili ty, on which no futu re cash payment is foreseen.

(Ord inary capital  is the  “window” of  the Bank  which lends funds 
for development on conventional terms. The Fun d for Special Oper­
ations is the Bank’s “window” which extends loans on terms tha t are 
not as hard , in order to take into account special circumstances of the 
borrower.)

The resources authorized for IDB  in Public  Law 91-599 represent 
the U.S. share of a mult ilateral replenishment of the Bank’s capita l 
to which all other members are also contributing . This replenishment 
was agreed by the Bank’s Board of Governors in April  1970, and is 
the basis for legislative actions already completed in the majo rity 
of the Bank’s member countries. In brief,  the replenishment con­
templated the following:

An increase of $2 billion in authorized ordin ary capita l, bring ing 
total authorized capita l to $5,150 million. Of the $2 billion increase: 

$400 million is of paid-in  capital , bringing  total authorized 
paid-in capital to $875 million, and

$1,600 million is of callable capita l, bring ing total authorized  
callable capital to $4,275 million.

An increase of $1,500 million in contribut ions to the Fun d for 
Special Operations, bringing  total contributions to $3,828 million.

Should the replenishment agreement be fully  implemented, sub­
scriptions  to ordinary capita l would be $4,702 million, the balance 
of $448 million of authorized capital remaining intentionally  unsub­
scribed. The division between the United  States and the L atin  Ameri­
can members would be as follows:

[Dollars in mill ions]

Paid- in Callable Total
Percentage

share

United Sta tes .................................. ................................................. $300 $1 .698 $1 ,997 42
Other m em ber s............................ ................................................. 475 2,230 2,70 5 58

To ta l.................................... .................................................  775
r

3,927 4,70 2 100
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Of the Fund  for Special Operations, the division between the 
United States and the Lat in American members would be as follows 
(these figures include $900 million of U.S. contribu tion for which 
authoriza tion is pending before Congress) :

Amount
(m illion s)

Percen tage 
Cumulati ve share  of pro­
percentage posed reple n- 

share  ishment

United States ........................................................................................................ $2,8 00 73 67
Other members.................................................................................................... 1,0 28 27 33

Total..................................................................................................................  3,8 28 100 100

The replenishment agreed by the Governors las t year was designed 
to support a g rowth of approximately 50 percent in the Bank’s lend­
ing activity—in both o rdinary capital and the Fund for Special Oper­
ations—over the next 3-5 years, from roughly $600 million per year 
to about $900 million per year. The funds now being requested of the 
Congress are essential if this  agreed growth targ et is to be realized. 
Projected loan operations by the Bank during calendar 1971 will ex­
haust presently available lendable resources, both' with respect to the 
ordinary capital and the Fun d for Special Operations. Thus, with­
out new resources the Bank would enter calendar 1972 facing the 
necessity of drastic cutbacks in  new loan authorizations.

BACKGROUND

The Bank was established in 1959 and began operations in the fol­
lowing year. Its  membership of 23 countries is currently limited to 
members of the Organization of American States; Cuba Jias never 
joined and is not now eligible for membership. To fulfill its purpose, 
the IDB  uses its own subscribed and contributed resources and pro ­
motes the  investment of Lat in American priva te and public capital. 
In addition,  its serves as an admin istrator of  development funds pro ­
vided bv nonmember governments and it finances technical assistance 
for development planning and projects. Its  lending operations in Lat in 
America are almost comparable in amount to those of the World  Bank, 
and thus represent  a major  proport ion of externa l finance for the 
region. The B ank’s loans have a substantia l leverage effect as well— 
roughly $2 of local and  other resources are put up for every $1 sup­
plied by the Bank. The Bank  has just installed  as it s new President 
Dr. Antonio Ortiz Mena, the distinguished former Secretary of the 
Treasury of Mexico and an internationally  recognized financial states­
man.

FINA NC IAL STRUCTURE AND LOAN OPERATIONS

The Bank conducts its act ivities th rough  two “windows”—ordinary  
capita l (OC) and the Fun d for Special Operations (FS O) . The re­
sources of each a re administered and accounted for separately.

ORDINARY CAPITAL

The initia l source of funds  fo r o rdina ry capital operations was the 
paid-in  portion of subscriptions. These amounted to $388.5 million
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(excluding funds currently being requested), of which $268 million 
were U.S. dollars and the remainder Latin  American nationa l cu rren­
cies. The U.S. share of paid-in  capital was $150 million and the L atin  
American members subscribed to $238.5 million.

The portion of the ordin ary capital  not paid-in is callable, t ha t is, 
it may be called for payment in the unlikely event the Bank is unable 
to meet its obligations. It  may not be called to obtain normal loan 
resources, but rather serves as a guarantee fund  against  which the 
Bank may borrow in financial markets. Aft er successive increases, 
subscribed callable capita l now totals $2.37 billion, of which the 
United States  has provided $1,023 million and the Latin Americans 
have provided $1,351 million.

It  is on borrowings agains t callable capital  that primary reliance 
has been placed for loanable ordin ary capital  funds. The Bank’s 
funded debt, representing resources obtained on the world’s capital  
markets is equal to 62 percent of ordin ary capital loans made.

From 1962 until the end of 1970, public issues and direct borrow­
ings total ing $861.9 mililon have been placed in the United States, 
Ita ly, West Germany, the United  Kingdom, Jap an,  Switzerland, the 
Netherlands, Belgium, Austr ia and other countries. I n addition , $77.6 
million is outs tanding in the form of short term bonds placed with 
central banks, mainly in Latin America. A net to tal of $915.1 million 
of borrowings was outstanding  as of December 31, 1970. About 47 
percent of the  Bank’s issues have been sold outside the United  States.

As of December 31, 1970, ordinary lending  operations had resulted 
in 205 loans for $1,486.0 million. The basic in terest rate for ordinary 
capita l dolla r loans is currently  8 percent; maturities  on 1970 loans 
averaged about 18-20 years. Ordinary capi tal loans are repayable in 
the currencies th at  are lent.

The voting strength of a member country  in the Bank on any sub­
ject is determined by its subscription  to the ordinary capital. The 
United States has about 42 percent  of the total  voting power. Normal 
opera ting decisions on ordina ry capita l matters  are taken on the basis 
of a simple majori ty.

FU ND  FOR SPECIAL OPERATIONS

At the time of the Bank’s establishment, the F SO was created as a 
separate  fund to make loans on concessional te rms to members whose 
income levels, balance o f payments or external debt burdens made it 
difficult for them to meet the ir development needs th rough  conven­
tional  borrowing. It  is the purpose of the FSO , furthermore, to  assist 
in financing projects which are of basic developmental importance but 
from which the economic benefits can be rea lized only over the  long 
term. The original scope of th is fund was expanded in 1965 to include 
the social development projects  previously financed by the Social 
Progress Trust Fund , and fur ther lending  from the late r fund  was 
terminated.

Contributions by member countries to the Fun d for Special Opera­
tions total $2,328.0 mililon as of December 31, 1970. O f th is sum, the 
United States has contributed $1,800 million, or 77 percent, and the 
Latin  American members have contribu ted $528 million, princ ipally
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in their own currencies (which, like Latin  American subscriptions in 
their own currencies to ordinary capita l, are actively used in the 
Bank’s lending operations).

The ratio of the U.S. contributions to Lat in American contributions 
to the Fund  fo r Special Operations has been steadily declining. Under  
the proposed s tructu re of the pending replenishment, U.S. contribu­
tions are in a ra tio of 2 to 1 to the contributions  of the  Latin  American 
members. This in contrast  to the  3-to-l ratio  wThich prevai led in the re­
plenishment agreed in 1967, and the 5 to 1 ratio  which prevailed in 
the replenishment agreed in 1961. As a result, upon completion of the 
contemplated replenishment  contributions, the cumulative U.S. share 
of the  Fund for Special Operations will decline to 73 percent.

The approva l of  any matte rs involving the F und  for Special Oper­
ations requires a two-thirds major ity vote. Thus with U.S. voting 
strength of roughly  42 percent, U.S. agreement is necessary on all mat ­
ters affecting this aspect of Bank operations.

The resources of the  FSO are being used to provide financial assist­
ance for high prior ity development projects in such basic fields as 
power, transportation  and agriculture, and for essential social projects 
including the expansion and improvement of technical, vocational and 
scientific education in Latin America. As of December 31, 1970, the 
Bank has committed $2,021.6 million in 279 loan operations. Inte rest  
rates on FSO loans are 3 percent and 4 percent depending on the nature 
of the pro ject; maturities on 1970 loans averaged 22-25 years, with some 
as long as 30 years. Loans out of curren t resources have with few7 ex­
ceptions been repayable in the currency of the borrower, but loans to 
be made out of the resources of this  replenishment are to be repaid in 
the currencies lent.

IDE RESPONSIVENESS TO U. S.  POUO Y INIT IATIVES

The United States  does not  and should not seek to dominate policy 
making in a multil ateral  institution in which it is only one of many 
members and to which i t provides only a portion of the capital. It  is 
legitimate, nevertheless, for the United States  to be concerned tha t 
its important policy interests and policy initia tives be reasonable taken 
into account in th e insti tution’s policy formulation. I  th ink the Inter - 
American Development Bank deserves high marks in this  regard,  both 
in relation to matte rs raised with the Bank by the Executive Branch 
and to specific interests arising in the course of congressional review7 
and approval  o f U.S. fund ing for the Bank. The following items will 
illus trate  this point :

During the negotiations for the present replenishment U.S. rep­
resentatives urged that the L atin Americans increase the propor­
tion of the  contributions to the F und  for  Special Operations, shift 
repayment terms on FSO  loans from a soft currency to a hard 
currency basis and broaden the useability of Lat in American 
countries contributed  to  the FSO.  These act ions were accepted by 
the Latin Americans within the framework of a multi latera lly 
negotiated agreement, thus meeting our objectives satisfactorily.

In previous hearings before this subcommittee on the Asian 
Bank capita l subscription concern was expressed regarding  the
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inclusion of an outr ight cash component in the paid-in  portion 
of tha t subscription. Although the circumstances are different as 
between the two banks, you will notice tha t in the presen t re­
plenishment the entire  amount of the paid-in  portion of IDB  
subscriptions is in the form of a letter of credit, which will be 
drawn down later  as required to maintain the Bank’s financial 
position. This specific congressional interest,  responsive to this 
subcommittee's point of view, was one of our negot iating objec­
tives in the replenishment discussions, and the Latin American 
members of the Bank were prepa red to accept it.

Another specific matte r affecting the Bank raised by this sub­
committee is the question o f the so-called staff loan program. In  
the case of the IDB , the U.S. executive directo r has responded 
to committee concerns by requesting during the past year a full 
review of this program, as a result of which some changes and 
limitations have already been adopted  and fur the r changes are 
under consideration.

One of the outstanding examples of responsiveness to the need by 
major  contributors for adequate inform ation and for mechanisms to 
assure tha t the mul tilateral institutions are opera ting effectively can 
be found in the establishment of an independent program audit  
mechanism on a mul tilateral basis within  the IDB , pursu ant to the 
so-called Selden Amendment of 1967. Although the process of activa ­
tion of this mechanism has been lengthy, the mechanism is now func­
tioning. In  this connection, I might  also mention to the committee, 
tha t a GAO team has commenced a review in the Treasury of U.S. 
participa tion in mul tilateral institu tions, including the Inter-Am eri­
can Development Bank. I believe this  review will be a useful experi­
ence f rom the standpoint of both sides and I expect t ha t it will de­
velop all the inform ation necessary while respecting the international 
natu re of the mult ilate ral institutions.

Another area of congressional concern is with the ability  of the 
United States to obtain full information to guide its decisionmaking 
with respect to mul tilateral development lending institutions. I can 
assure this  committee that the United S tates obtains the full informa­
tion th at it needs and th at the Treasury D epartment  is fully prepared 
to provide the Congress with inform ation tha t it needs for its con­
sideration. Legislative oversight  hearings took place before two other 
committees of the Congress last  year, and several aspects of IDB  ad­
minis tration were reviewed. The administra tion welcomes the oppor ­
tun ity for these reviews of our participa tion in the IDB.  Through 
them, our awareness of congressional interests  and concerns is im­
proved, along wi th our ability to reflect such concerns in our contacts 
with the Bank. And, importantly, they are a means of insuring ade­
quate disclosure to the Congress and to taxpayers in general of how 
public funds are being used effectively to fur the r Lat in American 
development.

In  addition, in the legislation  which enacted the author izations of 
appropriations, which you are now considering, the Congress estab­
lished requirements for expanded repo rting  with respect to the multi­
lateral development lending institutions to be included in the annual 
National Advisory Council repo rt to Congress. I  think you will find
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the next report of the Council to be a valuable statement  of the activities of these institutions .
In short, Mr. Chairman, I  think there is ample evidence that in our operations with and through the multi lateral institutions, as ex­emplified by the ID B, the U.S. voice is being effectively heard—not as a sole controlling voice, but as a voice for constructive change. I  can say for the Treasury tha t we intend to continue to be alert and responsive to congressional concerns regarding  the multil ateral insti­tutions, and I see no reason to expect other  than  a continued and improved responsiveness to U.S. concern on the par t of the Inte r- American Bank, consistent with its multinationa l composition.Mr. Chairman, our IDB  Executive Director, Mr. Costanzo, and  I will be happy  to discuss the  figures underlying our specific requests as well as broader aspects of the Bank’s operations. I sincerely be­lieve that  our  funding requests are important to achieve development policy goals of the United States  articulated by the President, tha t the IDB  is using our funds well and will continue to do so, and tha t the interests of the U nited  States are protected as well as forwarded in our support of the Inter-Am erican Development Bank.
Mr. P assman. Thank you very much, Mr. Petty , fo r your statement.

JU ST IF IC A T IO N  M ATE RIA L

We will now insert the justification material into the record at this point.
(The justification material follows:)

I n te rn a ti o na l F in a n c ia l  I n st it u tio n s

INVEST MENT IN  INTER-AMERICAN DEVELOPMENT BANK

For payment by the Secretary  of the Treasury of (1) the first of three annual  installments for the United States subscription to the paid-in capital  stock of the Bank; (2) the first of two installments for the United States subscription to the callable capital stock of the Bank; and (3) the installment for the U.S. share of the  increase in the resources of the fund for special operations of the Bank, as authorized by the act of December 30, 1970 (Public Law 91-599), $486,760,000, to remain available until expended.
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INVESTMENT IN INlcR-AMERICAN DEVELOPMENT 0ANK

JUSTIFICATION

An increase in the resources of the IDB at this time is 
necessary in order to implement the decision of the Bank's 
Governors last year at Punta del Este that the lending 
level of the Bank should rise by roughly 50 percent, from 
a recent level of approximately $600 million per year to 
$900 million per year or more by 1973. Such an increase, 
moreover, would be in line with our own emphasis on the 
greater use of multilateral channels of aid.

The appropriations sought at this time are required 
in order to meet commitments the United States is under­
taking in connection with the current replenishment of 
IDB resources. The requested amounts were authorized by 
the Congress in Public Law 91-599, approved December 30, 
1970. The United States Governor of the IDB has voted 
favorably on the resolutions governing the replenishment, 
pursuant to Congressional authorization. These resolutions 
Call for payment of the requested amounts by June 30, 1971.

Without an input of new resources, including the U. S. 
resources requested herein, the Ordinary Capital lending 
activities of the Bank would have to be sharply curtailed 
early in 1972; similarly the extension of "soft loans" 
from the Fund for Special Operations would also have to be 
reduced in 1972 below present levels unless new funds are 
provided.

Consequently, it is important that the $50 million 
of paid-in capital and the $336.8 million of callable 
capital for fiscal year 1971 be made available through a 
supplemental appropriation. Similarly, the $100 million 
for the FSO will be essential to maintain operations.
It is not in our interest to allow the pace of Latin 
American development to be slowed through failure to meet 
the financial needs of the Bank.
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POSSIBLE BUDGET DEFICIT

Mr. Passman. I t always affords me a g reat  deal of personal satis ­faction, in fact it is enjoyable when we have economists such as your­self before this committee. I  th ink we all have a common interest th at we all love America and we are doing the very best tha t we can to keep our country great,  free, strong, wealthy, and respected. I want to see if  I  have been taught  correctly or should I say trained correctly in the use of statistics.
If  a government spends $230 billion and they only collect revenue of $210 billion, we will be operating with a deficit on borrowed money of $20 billion, and in the main tha t $20 billion takes on value only by dilu ting  all the other earnings. Does it have any o ther way of t akin g on value ?
Mr. Petty. If  it satisfies productive needs, I thin k it does, Mr. Chairman.
Mr. P assman. You think. Let ’s not talk about “think.” The govern­ment takes in $210 billion and spends $230 billion, thi s money must be borrowed. I believe all your economists say tha t tha t is how we get inflation, by spending in excess of our intake.
I believe the present administration has put in the deep freeze hundreds of millions of dollars  for tha t same reason, have they  not ?Mr. Petty. Yes.
Mr. P assman. So in  effect would you accept this  as being factual— and I guess t ha t is why the President  put  these funds in the deep freeze to cool off the economy and hold down inflation—that in the main it simply means that  spending borrowed money to a very large extent creates inflation ?
Mr. P etty. I t was certainly an anti-inflationary device. One of the programs tha t was employed was to delay expenditures of app rop ri­ated resources, yes, sir.
Mr. P assman. I am very grateful  for tha t very factual statement because tha t is the  way I was taugh t. Any thing you spend in excess of your intake takes on value only by dilu ting the o ther p art  of it.
I believe under the present plans , tha t is under the presen t estimates, we are going to in all probability close this fiscal year on June  30, with about a $20 billion deficit, are we not ?
Mr. Petty. In  tha t order of magnitude , I  believe so, yes, sir.Mr. P assman. This is not a parti san committee. We have a Demo- cratic-controlled House and Senate, but in the executive branch, we have a Republican. So I  thin k we should have it understood th is is not a part isan  committee. I  do n ot think the President  could spend any money we did not approp riate , could he?
Mr. P etty. No, sir.
Mr. P assman. Now we shall proceed according to the rules of the committee. I shall delay any examination until such time as each mem­ber has had an oppor tunity  to consume 5 minutes in questions and answers. Then we shal l return to the  system we have used in the p as t; tha t is, each member may consume all the time necessary to make the type of record he feels should be made so tha t we can intelligently mark up the bill.
So at th is time I  yield 5 minutes to the distinguished gentleman from Kansas, Mr. Shriver.
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NEED FOR TH E SUPPLEME NT APPROPRIATION

Mr. Shriver. Tha nk you, Mr. Chairman.
Mr. Petty , as I  understand it, all but $50 million of the $537 million 

you are requesting is in the form of a supplemental appropriat ion for 
fiscal 1971; is th at correct?

Mr. P etty. Yes, sir.
Mr. Shriver. As a general rule, in th is subcommittee a supplemental 

is only necessary to meet shortfal ls in  mandatory programs and other 
emergencies. And at a time when certain areas of our country, includ­
ing my own congressional distr ict, are in grea t need of economic de­
velopment and transition assistance, what is the emergency in Latin 
America tha t outweighs our domestic needs ?

Mr. P etty. I th ink the Un ited States, Mr. Shriver, has  many pr ior i­
ties, many objectives, many interests. Each issue, looked upon in divid ­
ually, has its own great importance. Fortu nate ly, we are able to pu r­
sue many nationa l prior ities at the same time. Within  the  area  of our 
international responsibilities, the role we see, we believe th at we can 
pursue our interna tional  obligations on this modest scale and continue 
to meet our own national objectives.

Mr. S hriver. On page 2 of your statement  it says no budgetary out­
lays are foreseen under these requests during fiscal year 1971. Why, 
then, is it  needed as a supplemental in fiscal year 1971 ?

Mr. P etty. Well, there are two things , sir. Fir st, we are involved 
in increasing the resources of a development bank. Second, the Bank 
is prudently  managed—it must have resources committed before it 
agrees to make loans.

Mr. Shriver. I s what ?
Mr. P etty. Is prudently managed. I t makes commitments against 

contributions and other resources. We would no t permit the Bank to 
make commitments for which the resources have not been fully pro­
vided. Here we have the problem of  the lag between providing the  re­
sources and the commitment and disbursal period tha t the Bank must 
go throug h to examine its loans and build its projects.

Mr. Shriver. But you say you are not going to use them in 1971, and 
you are asking for a supplemental.

Mr. Petty. W hat we are doing here, sir, to  solve this problem is to 
request congressional appropria tion for the resources to meet the cash 
flow needs which the chairman mentioned earlier and your question 
points  to. The contributions are made in  the form of a lette r of credit, 
but the cash itself is actually  to be disbursed only when the Bank 
itse lf has been called upon to disburse funds.

Mr. Shriver. So durin g 1971 it is just a matter of bookkeeping ?
Mr. P etty. Well, it is an assurance, sir, a commitment from Con­

gress, an authorization of the executive branch tha t the resources 
will be paid when the Bank makes its disbursement. Lacking  tha t as­
surance, we would not want the Bank to go ahead and make new 
obligations.

IDB IRRIGATION LOANS IN  MEXICO

Mr. Shriver. I  have in my hand an article which appeared in the 
Washington Post on Ja nuary  11, 1971. The article describes the IDB
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loans for 23 projects in Mexico, total ing $273.3 million, for th e purpose 
of irrigat ion.

The problem arose when it was belatedly discovered no crops can 
grow on the land in question, water o r no water, because of gale force 
winds.

Some of the land was also too hilly for the type of irrigation used.
Now, do you know about this project ?
Mr. P etty. Yes, sir. I  would be happy to have myself and our execu­

tive director , Mr. Costanzo, add  to  the information tha t Washington 
Post artic le has because it is very limited information.

Fir st, we had looked at  th is si tuation closely and ha d followed it in 
advance of tha t s tory. There is no question of the Bank not fulfilling 
the obligations tha t it undertook; there is no question of improper 
evaluation of the projects. The question concerns more the actual 
working of the project and the performance  by the host country in 
some details of the loan itself.

Maybe Mr. Costanzo might  elaborate.
Mr. Costanzo. Yes, I could elaborate briefly now, Mr. Chairman, 

and, if you wish, put additional detai ls into the record.
It  is not true  that these irr igat ion projects were carried out in areas 

where noth ing would grow.
As a matter of fact, production  in all of these part icular projects 

increased substantially,  in some cases by two o r three times and by as 
much as fivefold in one of these projects. Even in the case of a project 
where i t is noted tha t there are gale force winds during part of the 
year—which was something that was known before the project was 
initiated, there has been an increase in the value of production in this 
project  by two times, in 1968-69, over the value of what was pro­
duced there before this  project was undertaken.

This appraisal  was an effort on the  pa rt of the Bank, as a pa rt of 
its continuing program of evaluating the results o f projects—most of 
these were undertaken 9 ,10 years ago—to see what actually happened 
afte r the project  was constructed, after the water  was there, the land 
cleared and two or three agricultu ral cycles—what actually happened 
compared with what was forecast to happen in terms of the benefits 
to Mexico.

Mr. Shriver. What is the status of these loans now ?
Mr. Costanzo. These loans are all in good order.
Substantial amounts have already been repaid  by Mexico. There 

are no problems with respect to servicing the loans. There were some 
shortfalls  in meeting the originally forecast cost-benefit ratios.

Mr. Shriver. Then you would say tha t th is article is erroneous and 
filled with information that is not really fact  ?

Mr. Costanzo. Yes, sir.
Mr. P assman. Mr. Roybal?

CHANGES IN  IDB MANAG EMENT

Mr. Roybal. Thank you, Mr. Chairman.
While a member of the Committee on Foreign Affairs, and upon 

looking into the management of the Inter -American Development
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Bank, I became very disappointed with what I felt were the facts re­
garding  the management at that pa rticular time.

Can you tell us now whether there  has been any change in the  hie r­
archy of the Bank in the last year, say ?

Mr. Petty. Yes, Congressman Roybal, I  can.
The most notable change is the election of the new president, Mr. 

Ortiz-Mena, a former Secretary of the Treasury of Mexico, and the 
retirement of Dr. Felipe  Herrera, the man who fo r the first 10 years 
led the institution.

Mr. Ortiz-Mena has been on the job just a month and any subse­
quent management operational decisions he has to make are only 
being formulated by him at this time. So I  can only give you a p re­
liminary point as to tha t major change.

Mr. Roybal. Do you know whether or not he has any intention 
of upg rading the staff, part icula rly in the economic division and what 
his intentions are with regard to the evaluation  of loans that are 
made?

Mr. Petty. This whole issue of managing the institution and how 
to improve its efficiency is very much on his mind. We have talked 
about it at length on different occasions before he came and afte r 
he has taken charge.

The question of improving the internal controls, procedures, is a 
part icular case in point. There is an outside management study going 
on of the institution  right now, the repo rt of which is due in about 
a month, which would provide additional insight  to the new president.

We have an institution  that  10 years ago was really only a promise 
and a piece of paper. I t is now a really well-established development 
institution, build ing up a strong staff and now a firm hand which is 
going to provide additional guidance and changes.

There  will be changes, I  am sure, inevitably in the  operational staff, 
in the management people, as there are in a reorganizational change 
of this size in any bank.

Mr. Roybal. Since there are going to  be some changes made in the 
management of the bank, I assume then tha t the vice president of 
the bank, who is an American, will place a more prominent role in 
the management of the institu tion?

Mr. P etty. Well, certain ly the number two slot in the bank is a 
very key one. It  is a role tha t has  been occupied by an American. We 
envision tha t job to continue to be of increasing importance.

Mr. Roybal. I t is my opinion tha t it  has not been as important 
as it  should have been, that  the American representative has played 
a secondary role and has not really been instrumenta l in part icipating 
in the decisionmaking process th at part icularly  with regard to loans 
and other important decisions made by the bank, with the resul t that  
he might just as well have stayed home for all the good tha t he did 
with regard to decisions tha t were made in the bank.

Now, I  would like to see the American coun terpart of Mr. Mena, 
at least have some role in determining whether  or not a part icular 
loan is justified.

I  make th is statement not only because of rumor , but because of 
the discrepancies some of the loans that  I have had the opportunity
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of looking into. There have been loans tha t have been made simply 
because someone happened to know someone and not because the 
loans were really justified.

Something has to be done within the bank system to see to it tha t 
loans are made on a more equitable basis, based on need and not on 
friendship  that  has existed in the past.

What I am saying is tha t this Bank should be run on a business­
like basis at all times. Tha t would include those loans that  are made 
not only to  Latin  American countries, but loans that are made to the 
staff, for I do not think tha t this Bank has any business making any 
loans to any member of the staff.

ST AF F LO AN  PROGRAM

I do not  think  it is good business for a bank to do that.  I do not 
know of any bank, at least savings and loans tha t I know of, that 
would make such a loan to a member of its board, any place in the 
United States.

Now, why should it be done then in the Inter-Amer ican Develop­
ment Bank where we appropriate about a hal f billion dollars per 
year?

Mr. Petty. Congressman, this  committee has raised in the past  
the issue of staff loans. The House Foreign Affairs Subcommittee 
on Latin American Affairs has raised other  issues with respect to 
the policy of the Bank.

We have listened and reacted to thi s and conveyed these views to the 
members o f the Executive Board, to the governors, and to the Bank. 
Some changes have been made.

If  I may, I  would like to point  out a response or two.
I  think our Executive  Director, Mr. Costanzo, could talk  specifically 

on the staff loan program and the progress we made on it, prompted 
by this committee’s inquiries la st year.

Mr. Passman. Please give brief  answers because we are going to 
go back around and le t each member consume all the time he wants to. 
If  the member asks a 30-second question and gets a 7-minute answer, 
it deprives other members of asking questions.

Mr. Roybal. I think  my time is up.
Mr. P assman. Mrs. Reid ?

AC CO UN TA BILITY  REPORT

Mrs. Reid. Thank you, Mr. Chairman.
In the admin istrat ion of its resources, does the  bank require fre ­

quent accountability  reports ?
Mr. Petty. It  does indeed. There is a series of different types of 

audits, both in terms of the loans tha t are underway and being dis­
bursed and the subsequent evaluations.

Perhaps Mr. Costanzo may want to answer that or we can reserve 
tha t perhaps for a la ter moment.

Mrs. Reid. Fine. If  we do not have an opportunity fo r tha t, will you 
elaborate on it  for the record then ?

Mr. P etty. Yes.
Mr. Costanzo. We would be very happy to.
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(The information follows:)
BA SIC  PH IL OSO PH Y OF THE B A N K ’S LOA N CONTROL

The Bank realized tha t in making a development loan it could not substi tute its management or its technical capabilit ies for those of a  borrower, nor would it want to. Instead, it designed a system and has continued to improve it, to enable it to have the same assurances regarding  each project as if the Bank were managing it or carrying  out the technical work itself.To do this, it has developed during its first 10 years  an integra ted loan control program consisting of three separa te phases: (1) Preventive and pre­lending controls ; (2) surveillance and administrat ion control s; and (3) finan­cial, audit, and evaluation controls. In each phase audit ing is performed, although in each case it is for a different purpose.
PRE VENTI VE AN D PRELEN DIN O CONTROLS

Under the coordination of a loan officer, teams of professionals study all aspects of a borrower, its operations and its proposed project prior  to approval of any loan. The Bank objective is to satisfy  itself tha t the loan, borrower, and project meet all the standards for being proper and probably successful. Each team consists of a financial analyst, an engineer(s)  or specialist (s) in the type of project under study, an economist, an attorney, a Loan Administration officer and a loan officer.
As is necessary for a prudent  lender, the Bank requires  its borrowrs to have annual  examinations made by independent accountan ts who are acceptable to, and approved by, the Bank. In those cases when the borrower is a governmental unit, the Bank will allow an equivalently satisfactory annua l examination to be made by an auditing agency of the member government. In addition to re­quiring the normal audi tor’s opinion on the financial condition and operations of the borrower, the Bank requests much more of the auditors . Details as to compliance with contract conditions, disclosure of weaknesses in interna l con­trol and operating procedures, aging of borrowers receivables and compliance with segregation of loan proceeds are only a few of the items of additiona l information the Bank requests. The Bank also reserves the righ t to make direct  inquiries of the independent auditor.  It  normally asks also that such an exami­nation be made prior to the approval of the loan.
In addition to these preventive controls, the Bank also establishes  prelending controls such as contrac tual conditions which must be fulfilled prior to dis­bursement, and others which must be complied with throughout the life of the loan. Many of the contrac tual conditions tha t relate  to borrower contribu­tion, reporting, use of loan proceeds, restric tions on dividends and additional borrowing, procedures for grant ing subloans, etc., are standard. At times, the Bank deems it necessary to require additional conditions tha t relate to organiza­tional and administration  change, technical assistance, accounting procedures, etc., to provide additional assurances that the project goals will be fulfilled effectively.
The Bank attempts to assign its people who have close contact with borrowers to areas and countries in a manner to avoid any possible conflict of interests  with a country, borrower, or potential borrower. The study and approval process through which a loan must pass is designed to ensure tha t the request will be considered in an impartia l and independent manner. The Bank satisfies itsel f tha t each project will have adequate  and appro riate technical supervision and it normally reserves the righ t to approve the borrowers’ selections of consultants. Loans can only be approved by the Board of Executive Directors and a loan request is presented to the Board only a fter approval by a loan committee and top management.

SURV EIL LA NC E AN D ADM IN ISTR AT IO N CONTROLS

Once the loan has been approved by the Board, the responsibility for the admin istration of the loan and the surveillance of the project  and its goals, including borrower compliance with contractual conditions, passes to the Loan Administration divisions—one of three arms of the Operations Department (Loans, Loan Administration, Project Analysis ). The Loan Administration di­visions, although separated from the Loan divisions, are organized by geograph-
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ical areas which parallel those of the Loan divisions, thereby faci litating the 
passing of loan responsibility from the Loan divisions. The Loan Adminis tration 
divisions are responsible for coordinating the work, information, and reports 
produced by the various technical and field personnel to provide day-to-day con­
tinuing surveillance and administration  of the approved loan, the project, and 
the borrower.

Field offices of IDB, located in each member country, provide support for 
the Loan Administration divisions by carrying out continuous onsite inspec­
tion and technical surveillance of projects, financial and accounting reviews 
of costs, procedures, project investment, contract compliance, etc., together 
with control over bidding and procurement. This work is performed by the 
staff of each field office consisting of a corps of project specialists with different 
engineering or financial and accounting disciplines, a resident engineer, and 
a financial and operations officer.

The Loan Administration divisions have the responsibility of reviewing reports 
of project  progress prepared by the borrower or the borrower’s consulting engi­
neers, reviewing the  surveillance and inspection reports  prepared by the Bank’s 
project specialists, resident  engineers and financial and operations officers, and 
the reports prepared by the borrower’s independent auditors. These divisions 
ascertain t ha t the  borrower is complying with the contrac tual conditions and tha t 
the documentation accompanying a request for loan disbursement has been 
examined and tested by eithe r the  Bank staf f in the field office or in Loan Admin­
istration. They are responsible for approving loan disbursements and for report­
ing to management and the Board on the progress of each loan and each project. 
Above all, the divisions are to continually  compare the actual progress and direc­
tion of the project with tha t originally approved. Any sign of deviation is to be 
brought to the atten tion of higher management. The Loan Adminis tration divi­
sions are great ly concerned with the success of each project and are to be con­
stant ly a lert  for any impediments and the ir possible solutions. The Board  reviews 
quarte rly the sta tus  of problem loans and on an annual  basis reviews the statu s 
of all loans.

The Project  Analysis divisions, mentioned earlier, which are organized by 
engineering sector or professional discipline (including financial analysis) pro­
vide additional surveillance and service to Loan Adminis tration by reviewing, 
analyzing, and evalua ting the technical aspects of the various reports  which 
are received by Loan Administration. They continually  provide technical advice 
to Loan Administration on the various projects and assis t in the evaluation of a 
disbursed loan or completed project in those cases when an existing borrower 
submits an application for another loan. The Loan Admistration officers and the 
project analysis staffs make periodic visits to the borrowers.

FIN AN CIA L, AUDIT, AND EVALUATION CONTROLS

Various types of statis tical,  operating, and progress reports, as well as finan­
cial reports, are  generated for review by different levels of management thus 
making information available to all who need to know. The statu s and problems 
of cer tain loans are discussed and evaluated in management groups for greater 
opportunities fo r solutions.

An additiona l control exists in tha t Treasury, not Loan Administration, dis­
burses moneys to the borrower. Treasury also computes and prepares  billings, 
receives collections, maintains close review for possible delinquencies, insures 
compliance with maintenance of value provisions, and provides surveil lance over 
the general reserves. Treasury, in fact, provides separate surveillance over the 
financial aspects of the loan while Loan Adminis tration coordinates surveil­
lance of the project. Again, this separation is designed for loan control.

Independent External Auditors.—The international accounting firm of Price 
Waterhouse & Co., which also audit s the World Bank, makes an annua l exami­
nation of the financial condition and operating resul ts of the Inter-American 
Development Bank. Their examination is designed to give the Board of Execu­
tive Directors, and the member countries represented, assurances regarding the 
Bank’s overall financial position and results of operations. Their aud it work 
includes tests of the different types of Bank transactions including disburse­
ments, collections, interes t, contracts, guarantees, maintenance  of value, lette rs 
of credit, and, most important, loans. They also obtain direct confirmation from 
the borrowers as to validity, terms, and amount of loans receivable. They re­
view the different aspects of internal control present  in the Bank, including the
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work of the Auditor General’s Office and make recommendations if improve­ment appears necessary. Representatives of the firm are always available for possible questions the management or the Board might have. Their  reports have to be presented and approved at the Board of Governors meetings.Independent Internal Auditing.— The Office of the Auditor General is respon­sible to the Office of the President and Executive Vice President and is inde­pendent from all other units  within the Bank. The Office of the Auditor General makes recurring reviews of activit ies throughout the Bank to determine if ade­quate systems and procedures exist, and are being followed, to provide ade­quate interna l control. If not this office will make recommendations to the vari ­ous units concerned and so inform the executive vice president. This office also performs compliance type reviews to determine whether or not the directives orders and policies of the Bank, with which the Bank or its staff must comply, are being followed. In addition, it performs “operational auditing” (manage­ment or goal oriented auditing) in order to determine if the goals of selected units  or functions within the Bank are being fulfilled in the most effective manner.
The Office of the Auditor General has a small but highly skilled gioup tha t concentrates solely on Loan and Projec t Review. The group, consisting of a civil engineer, an agric ultural engineer, and two auditors with broad experience in loans and general business, makes visits to selected field offices, p roject  sites, borrower offices or other entities in order to test and independently observe: (a) the adequacy of on site inspections, surveillance, control and evaluation be­ing provided by Bank staff in the field; (b) the degree of borrower compliance with Bank requirements ; (c) the apparent effectiveness of the use of loan pro­ceeds or funds to fulfill a specific project’s objectives and goals; (d) the effec­tiveness of the Bank staff and consultants who are responsible for exercising inspection, surveillance, control and evaluation of Bank financed projects.The Office of the Auditor General provides a review function, not an operating or a decisionmaking function. Its  tests  and reviews supplement the Bank’s over­all system of internal control, including the inspection, surveillance, and evalua­tion provided by the various  operating units, field offices and Bank missions, but these tests and reviews do not, and should not, replace, or substitute for, the basic system of interna l control.
Board of Directors Review and Evaluation Group.—In 1968, the Bank’s Board of Executive Directors, in order to be responsive to a proposal from the U.S. Government, created a Review and Evaluation Group independent of manage­ment and in addition to the internal auditing  being performed for maagement. The group is to  provide fo r the Board of Executive Directors and through it, for the Board of Governors and the member countries, a program of selective and continuing independent and comprehensive examination  of the manner in which the Bank is discharging it s responsibilities under the Agreement Establishing the Bank.
The group is in operation and has begun to make repor ts to the Board.

SUMMARY

Loan control is a planned system to provide surveillance, control, aud it and evaluation of Bank loans, capable of being amended when necessary, based on professional exper t advice. This system stressed (1) preventive and prelending controls as well as (2) surveillance and admin istrat ion controls. It also pro­vides (3) financial, audi t and evaluation controls to insu re that the first two types of controls are working and to learn how they can be improved.The entire  system includes different types of auditing, at different stages, and for different purposes; however, there is no duplication. The Bank also stresses independence, separat ion of duties, prevention of conflicts of interes t, on site inspections and engineering review, supporting documentation of loan disbursements and many other detailed controls.Naturally , even with all these controls and auditing, many loan problems arise. Among some of the most common a re : cost overruns due to construction delays and inflation, project delays due to budgetary  problems of the borrower country and resulting slowness in making local currency contribution available, problems of completing complementary faciliti es at the same time (in a housing community, for example, houses, roads, electricity and sewerage), legislative delays (many countries require formal legislative approval  of loans af ter  the
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loan has been approved by the Board, but before signing), administrat ive 
weaknesses of borrower, unexpected engineering problems, et cetera. These 
are, however, the normal problems of development lending and are one of the  basic 
reasons why development banks exist. Infras tructu re loans may always have 
pitfalls,  even in the United States. Nevertheless, although the Bank has loans 
with problems of the type mentioned above, its loan experience has been a 
successful one, due in large part to the loan control techniques described.

The goal is to maximize the safeguards over fulfillment of the  Bank’s purpose, 
operations  and assets for our management, the Board, and our members, but at 
a cost which will not become excessive to the Bank or to  its  borrowers. The Bank 
will be continually aler t to improve its loan control system.

BAT IN AMERICAN PROGRESS

Mrs. Reid. Are you satisfied with the efforts the nations of Latin 
America have made to date in financing th eir  development ?

Mr. Petty. By and large, yes. Th at is a hard one. We are talking 
about 22 L atin  American members of the bank. My answer cannot be 
the same for all 22 countries.

What does impress me, though, i f we look at  it over the pas t decade, 
is the amount of contribution that the countries have made, on their 
own determination, to the development plan, and the type  of develop­
ment plans they are working on. There  is a very clear upward trend 
line in the amount of resources they provide, in the quality of manage­
ment they provide to the ir own projects, and in th eir own development 
planning.

So I am par ticu larly pleased with the tren d and perhaps in some 
areas I  would like to see more effort.

ENCOURAGING PRIVATE INV EST MENT

Mrs. Reid. Has the effort of the lending activities of the bank en­
couraged commercial banks and other lending institut ions both in the 
United States  and in Latin  America to become more active in making 
loans for purposes similar to those financed by the Inter-Amer ican 
Development Bank.

Mr. Petty. Very clearly the role of  Inter-American  Bank in being 
a partner,  stimu lating all aspects of the private sector in Latin 
America, not just the commercial banking sector, is a very real aspect 
and a very  real plus to the  institution.

I  m ight add that  the new presiden t o f the bank intends to give in ­
creased emphasis in this  area. We do think we must foster more the 
private sector there, and the Inter-Amer ican Bank could be a very 
important cata lyst, d irectly  and  indirectly in doing this.

RETIRING OF BONDS

Mrs. Reid. It  is my understanding that capi tal has been raised from 
bonds issued, floated on priva te markets or placed directly with 
governmental institutions.

Wh at is the schedule for eventually re tiring these bonds ?
Mr. Petty. This is an  ongoing expanding bank. The 5-year bonds 

that were floated 5 years ago became due last year, were refinanced, 
and interest was paid from  the cur rent  earnings of the insti tution .
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In  the order of two-thirds  of the ordinary capi tal loans of the 
Bank, hard  loans, are made from borrowed resources, reducing the 
need for appropriated  cash resources to fund  or development ob­jectives.

So I would hope tha t the value of borrowed resources would continue 
to increase, reducing the call upon budgeted resources to expand the 
operation  of the Bank. This is the reason behind the $337 million call­
able capi tal contribution. That is a guarantee capita l, it  is not appro­
priated funds, in the sense of cash expenditures , because with this 
guaran tee capital they go to the pr ivate  market and get new money for  
the Bank

Our objective is  to stretch out the length  of that debt as long as 
possible to sustain the long-term development lending program tha t 
the Bank has.

Mr. Passman. Would the gentlewoman yield ?
Mrs. Reid. Yes, Mr. Chairman.
Mr. P assman. We are dealing with appropriated funds . This  money 

is appropriated . You could call it  in 30 minutes, could you not?
Mr. P etty. On the callable capital ?
Mr. P assman. Yes.
I mean the Congress appropria tes the money, and it is available for 

call any time without any fur the r notification to the Congress or  its 
committees, is it not ?

Mr. Petty. Not on the callable capital , Mr. Chairman, unless th e 
conditions for call exist.

Mr. Passman. Then why are you asking us to appropriate it  ?
Mr. Petty. Well, it is against the callable capital  th at, if the Bank 

is unable to meet its own obligations-----
Mr. P assman. Then they can, without  any fur the r notice, call on 

this  callable capital ?
Mr. P etty. Pari passu, wi th the call on the other members’ capi tal.
Mr. P assman. I know that. But I  will get into i t fu rth er on my time.
Thank you, Mrs. Reid.
Mrs. Reid. Tha t is all, Mr. Chairman.
Mr. P assman. I apologize.
I just  wanted it understood tha t we a re dealing with appropriated 

funds  in this request.
Mr. Hathaway ?

IDE AU DI TI NG  PROCEDURES

Mr. H athaway. Mr. Petty,  I want to welcome you to the committee.
Wh at audit ing procedures do you have for  th e Bank?
Mr. P etty. Several, first Price-Waterhouse conducts its normal 

financial audit  of the type they do of our major financial institutions.
Second, there is an internal  audit o f the procedures and operations 

of the Bank.
Then there is what  is now called the Selden amendment audit , which 

is a board, an aud it group o f three men th at repor ts to the executive 
board on a management type of audit.

This is an end use, comprehensive audit, not the  “finger-in-the-till” 
type of evaluation. Operat ions evaluation audit, I should call it.
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STRICTER CONGRESSIONAL CONTROL

Mr. H athaway. Many members of the House have advocated tha t 
there  be a stric ter congressional control of the loans made with our 
money. What effect do you thin k this  would have on the operations  
of the Bank ?

Mr. P etty. I n an institution like th is, in which we, along with other 
countries—in thi s case 22 other countries—share membership, there is 
a degree of a rm’s-length transaction th at is consistent with a par tne r­
ship where no one p artn er dominates and controls the institu tion. Be­
cause if that  is done, it is not a mult ilateral inst itution.

We have been very conscious of the concerns of Congress and our 
own. Subsequently, I hope to elaborate on the  point tha t Mr. Roybal 
made, which is tha t we have, following the indication of the cha irman 
and other committee members last year, sought changes in different 
provisions and policies with in the Bank so that the voice of Congress 
and the representatives of the taxpayers are heard th rough our exec­
utive directo r in the policies and operations of  tha t institu tion.

Mr. Hathaway. Do you feel tha t the other 22 countries would not 
contribute  any more if  we had a greater control ?

Mr. P etty. At a certain  point you lose the value of the multi lateral 
institu tion, where we are getting the ir own involvement, the ir own 
contribut ion of resources, their own commitment really to the whole 
development process of L atin  America.

They feel th is ; this is a vital element of  this partnership with L atin  
America. We are quite convinced tha t the controls ana procedures 
and the efforts tha t are being made to constantly improve them, sat­
isfy our business cr iteria , but again with the benefits of gre ater  devel­
opmental contribution.

EX PA NSI ON OF IDB  MEM BE RSH IP

Mr. Hathaway. Is there a chance of other countries besides the 
United States and the other 22 getting involved as participants?

Mr. P etty. Yes, sir.
Mr. Hathaway. Not as borrowers?
Mr. P etty. No.
Negotiations are presently  going on among the  board of governors 

and shortly will commence with other possible donor countries. Under 
one eventuality,  the  U.S. share of the  bank of 42 percent could dimin ­
ish say to 37 percent, the difference being picked up by other  donor 
countries who would help share the bill.

Under another possible configuration of the resul t of the negotiation, 
it might even go a littl e bit lower than that.  So there are deliberate  
efforts to bring in o ther donor countries to  carry this  burden.

Mr. Hathaway. Wh at other countries?
Mr. Petty. Canada, the donor countries of Western Europe, such 

as Germany, Eng land-and Sweden, an d'J ap an , would be the doors 
we would knock on.

Mr. Hathaway. And you are negot iating  with them ?
Mr. P etty. Yes, sir ; we are with the Latins , and we and  the  Lat ins 

will shortly  do so with the others.
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EXPERIENCE ON LOAN COLLECTIONS

Mr. H ath way. J us t one last  question.
What has been the loan experience? I suppose you could just  tell the hard ones and the soft ?
Mr. P etty. There are two bad loans tha t go back to the early  1960’s ; one was charged off af ter a par tial  recovery; the other is now being worked on. There are no other bad loans.
Mr. H athaway. What  are those two bad loans, what do they amount to?
Mr. Costanzo. In  both cases they were to priva te companies. One was to a company in Brazil , in the amount of $8.7 million; the second one was to a company in Argentina in the  amount of  $3 million.Mr. H athaway. We have lost the entire amounts, no security or anything could be recovered ?
Mr. Costanzo. No. There was a recovery on the loan to Argentina in the  amount of about $1 million; a loss in the amount of $1.8 million was written  off by the Bank.
In  the B razilian case, foreclosure proceedings are cu rrent ly pend ing and it is hoped that  the Bank will be able to recover.
Mr. Hathaway. Are those both government-guaranteed?Mr. P etty. No, no government guarantees on either of these loans.Mr. H athaway. Is i t customary to  get government guarantees?Mr. Petty. It  is now, it was not in the early days o f the  bank.Mr. Hathaway. Thank you, Mr. Chairman.
Mr. P assman. If  the gentleman would yield before y ielding  back.Mr. H athaway. Certainly.
Mr. P assman. I would like to  have you place in the record at this po in t: The date tha t the loans were a ctually  approved,  the dates of the disbursements, and the terms of those loans. Without getting too much into detail, do you remember at  this time the terms of the loans? Were they for  twenty years  or for ty years ?
Mr. Costanzo. I would assume they would have  been shorte r than that . These are ordinary capita l hard loans.
Mr. P assman. Do you have it?
Mr. Costanzo. The Braz ilian loan was made in 1961, with  a final maturity date in 1971.
Mr. P assman. All r ight.  How about the other one?
Mr. Costanzo. The Argen tine loan was approved in 1961. I  do not  have the in format ion here on the final maturity date, bu t as an indus­tria l loan it probably would have been about ten years also.(The information follows.)



LUTCHER S .A .,  CELULOSE E PAPEL

F i r s t  Loan Ap pro ved  March 31 , 196]

U .S . d o l l a r s
B ra z i l ia n  C ru ze ir o s- U .S . d o l l a r  e q u iv a le n t 

T o ta l Loan

us$  2 ,5 60 ,0 00  
2 ,2 00 ,0 00

$ 4 ,7 0 0 ,0 0 0

D is burs ed :
• Ye ar  j Amount

, 1961  : • $1 ,2 51 ,8 17
1962  11 3 ,2 31 ,1 74
196 3 21 7, 00 9 

4 ,7 00 ,0 00
Less re pay m en ts  70 5, 00 0 
Bal an ce  unpai d  $ 3 ,9 9 5 ,000 

Te rm s: — ’
- S e c u r it y  -  f i r s t  m or tg ag e on  la n d  an d b u il d in g s  an d c h a t t e l  m or tgag e on

m ac hin er y an d eq ui pm en t.
-  P r in c ip a l  re pay m en ts  to  be  made in  16  se m i- annual in s ta l lm e n ts  in  p ro p o rti o n

to  th e  c u r re n c ie s  lo aned  commencing  Decemb er 15 , 1963 w it h  f i n a l  pa ym en ts 
n o t l a t e r  th a n  Ju ne 15 , 19 71 .

-  I n t e r e s t  a t  th e  ra te j o f  5 .7 5  p e rc e n t p e r  annum on  p r in c ip a l  am ounts  o u ts ta n d in g ,
-  Commitment fe e  o f  0.;V5 p e rc e n t p e r  annum on  u n d is b u rs e d  b a la n c e s .
-  F in a l d a te  f o r  d is b u rs em en ts  -  Ju ne  14 , 19 63 .

Second  Loan Ap proved A p r il  14 , 196 4

U .S . d o l l a r s  US$ 4 ,0 00 ,0 00

D is burs ed : ' ,
Ye ar Amount

1964  ! i $3 ,9 54 ,3 52
19 66  I 32 ,3 40

' $3 ,9 86 ,6 92

Terms:
-  S e c u r it y  -  e x te n s io n  o f  m or tg ag es  o f  f i r s t  lo a n  to  cov er se co nd  lo a n .
-  P r in c ip a l re pa ym en ts  to  be  made in  8- se m i- annual in s ta l lm e n ts  commencing

December 15 , 1971-
-  I n t e r e s t  a t  th e  r a t e  o f  5-75  p e rc e n t p e r  annum on  p r in c ip a l  am ou nts o u t­

s ta n d in g . i
-  Commitment fe e  o f  0 .7 5  p e rc e n t p e r  annum on  u n d is b u rs e d  b a la n c e s .
-  F in a l d a te  fo r  d is bu rs em en ts  -  May 1 , 19 67 .
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VIALSA, S.A.

F ir s t Loan Approved December l4 , 19&L

U.S. do ll ars  US$ 2,200,000

Disbursed:
Year Amount
1962 ' | !  $ 454,544
1963 639,318
1964 1,064,711
1965 39 ,U70
To tal  1 ' 2,19 8,043
Less repayments 220,000
Balance unpaid $1,978,0 43

i ;Terms: I |
- Se cu ri ty  - fi rs t,  mortgage on lan d and bu ilding s and c h a tt e l mortgage on

machinery  and 'equipment.
- Princ ip al  repayments to  be made in  19 semiannual in st al lm en ts  commencing

June 15, 1965, wi th fi n a l payment not  la te r  tha n December 15, 1973•
- In te re s t a t the jrat e of 5-75 pe rcen t pe r annum on p ri nc ip al amounts ou t-

standin g.
- Commitment fee
- Fi na l da te fo r

qf 0.75 pe rcen t pe r annum on undisburse
•

d ba lan ces.
disb ursement s - June 15} L965.

Second Loan Approved August 12, 1965 •

U.S. doll ars us$ 600,000
Arg ent ine  pe so s- U.S .d ol la r eq uiva lent 200,000

To tal  Loan $ 800,000

Disbur sed : 1 i1
Year Amount
1965 $ 283,166
1966 255,150
1967 1 —135 J5 0
To tal $ 673,566

Terms:
- Se cu ri ty  - ex ten sio n of mortgages of  f i r s t loa n to  cover second loa n.
- Pri nc ip al  repayments to  be made in  14 semiannual in st al lm en ts  to  beg in

June 15, 1967.
- In te re s t a t th e ra te  of 6 pe rcen t per annum on p ri nc ip a l amounts ou tst an ding
- Commitment fee  of 1 pe rcen t pe r annum on undisbur sed  ba lan ce s.
- F in al  da te fo r disb ursement s - December 31, 1967.
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Mr. Passman. So you are actually being a littl e hasty, are you not, in charg ing off a loan when actually the last installment has not ma­tured?
Mr. Costanzo. Actual  defau lts occurred.
Mr. Passman. You had defaul ted, but you said you had charged it off, already, half  of it,  did you not ?
Mr. Costanzo. The bank foreclosed-----
Mr. P assman. Al l r ight .
Mr. Costanzo. A fter the  default.
Mr. P assman. Are they in bankruptcy ? Are they out of business ?Mr. Costanzo. Yes, sir.
Mr. P assman. Did you l iquidate  all the assets ?
Mr. Costanzo. Yes, si r; they were liquida ted in the Argentine case.
Mr. Passman. These are the types of projects the committee is going to look at in the future . I think  it would help make a bette r oper­

ation. It  is not going to be as easy as you gentlemen figured th is year, 
to come here and skyrocket these m ultilatera l organizations and take the control of funds away from this committee with  no rig ht of exam­
ination on the projects. These programs are being fragmentized.

Mrs. Reid. Would you yield a t this po int ?
Mr. P assman. Yes.
Mrs. Reid. I  would also like to know when you supply all of this inform ation for the record just  what procedures do you have for col­lecting loans th at are in defau lt ?
Mr. H athaway. If  you will yield further , you could also tell us the percentage of  the loans.
Mr. P assman. P ut  the information in the  record on those two cases.
(The information follows:)
All loan contracts  contain provisions on the action to be undertaken in case of a default under the loan. In most cases the contrac t provides for a guarantor  which normally is either the Government or a governmental development bank, although occasionally it may be a commercial bank or other entity. In such cases, a separa te contract of guarantee is signed which comes into play if the borrower does not meet its scheduled amortization and interest payments. In the early days of the Bank some loans  were secured by mortgages or other liens which in case of any default would be foreclosed upon.

RE CA PITU LA TION  OF UN PA ID  BALANCES

Lutcher S.A. Via lsaS .A . Total

1st loans............................................................................................................................. $3, 995,0 00 $1,9 78 ,0 43 $5 ,9 73 ,0 432d loans.............................................................................................................................  3 ,9 86,6 92  67 3,56 6 4 ,6 60,2 58

To ta l....................................................................................................................... 7 ,9 81,6 92  2 ,6 51,6 09 10,63 3, 30 1

Note:  The total of $10 ,633,301 unpaid under the  4 loans is  equivalen t to 1.61 percent of $661,507,741 in ordinary  ca pi ­ta l loans outstanding as of Dec.  31, 1970.

Mr. Roybal. Mr. Chairman, may I also be permitted to submit to you a list of  questions with regard to several oth er loans, which in my opinion are not good loans ?
Mr. P etty. We will be very happy  to receive them, to repo rt and discuss them as you wish, sir.
Mr. Passman. I hope, even if there are prolonged sessions, even nigh t sessions, that we will get to the bottom of some of these bad loans and find out what it is all about.
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Let me assure you, Mr. Director, there is nothing personal about 
this examination, but we must get it on the record. I  want to  read this 
verbatim from the justification mate rial submitted by the Inte r- 
American Development Bank.

“Consequently, it is important that the $50 million of paid-in 
capital  and the $336.8 million of callable capi tal for fiscal year 1971 
be made available through a supplemental appro pria tion .”

Did I read tha t correctly ?
Mr. Petty. I am sure you did, sir.
Mr. Passman. I  want you to verify it. This is yours, not mine. Did 

I read it correctly ?
Mr. P etty. Yes, sir.
Mr. Passman. So we do appropria te the money, do we not?
Mr. Petty. Oh, yes, indeed.

FU LL  FA IT H AND  CREDIT OF THE UN ITED  STATES

Mr. Passman. Tha t is wonderful. We have been told tha t if  we 
would appropr iate  the money i t would make i t much easier, because 
the good faith and credit of the United States  is not sufficient.

You might refresh your memory. I don’t know whether you testified 
or your predecessor. Perhaps some of you remember the interrogation, 
where we were told that  it would be better if we appropria te the 
money. Now we do appropr iate  the money. Would it not serve the 
same purpose if the good faith and credit of the United States  was 
substitu ted for the actual appropria tion? Wouldn’t tha t be as good 
as an appropriat ion in the callable capital  category ?

Mr. P etty. There is no question in my judgment, sir ; whether or 
not we seek an appropriation  of this callable capital.

Mr. Passman. Bu t you are asking for all oi this  callable capi tal to 
be appropriated  and to be on hand. We are not moving on the good 
fai th and credit  of the United States that in case of default we will 
put up this much money. You are asking for  the money to be ap pro­
pria ted in advance.

Mr. P etty. Yes, sir.
Mr. Passman. So it will be available, isn’t tha t correct ?
Mr. P etty. Yes, sir.
Mr. P assman. Af ter  we appropriate  th is money, then i t is available 

to you people under your  formula, in the event that there should be 
some upset in the operation ?

Mr. P etty. Yes, sir.
Mr. Passman. And you have access to it without any fur the r noti­

fication to any of the committees of the Congress ?
Mr. P etty. Yes, sir.
Mr. P assman. That is what I  wanted to clear up.
Mr. P etty. The other si tuation would be to go out and have someone 

make a commitment in effect with  recourse to the U.S. Government, 
with the full fai th and credit behind it, without having it app ropri­
ated, and then come back in case of trouble and say, “Look, Congress, 
please pick up the chips.”

Mr. P assman. That is just like saying the United States is not 
trus ted and the only way we can do business is for  the United States
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to appro pria te t ha t money. I t should be understood tha t all the coun­
tries will pay their p art  if  and when it is needed. I t looks to me like it 
would be sufficient to say, all right , if there should be a default then we are willing to come in for this amount.

Mr. P etty. You are not recommending, are you, Mr. Chairm an-----
Mr. Passman. Tha t the money not be a ppropria ted but that there 

be some indication tha t we are guaranteeing  defaul ts up to this amount of money.
Mr. P etty. But  the point I am trying to make, is th at lacking this, 

and in an emergency, having  to call upon it we would be coming back to the Congress to-----
Mr. P assman. Then you are an ticipating  you would have to lose this account.
Mr. Petty. T hat is not my point. Further,  this undertaking is r e­

quired by and satisfies the private bond market. It  is the private 
capital sources which give a multiple of two or three of paid in resources.

Mr. Passman. I don’t know how the  committee feels but I can tell 
you I am frus tated, frightened,  disillusioned and dissappointed tha t 
the people downtown would put out press releases which state: “U.S. 
moves to reduce AID  role overseas”, and then we see large increases 
requested for the mult ilateral institu tions. The foreign assistance re­
quest this year is  the  highest in the history  of the aid program, when 
you p ut all pieces together. Last year we had 27 spigots. I thin k you 
gentlemen are familiar  with them. We put  out this list of them each 
year. The to tal last year was $12,133,525,000. This year the 27 spigots 
total  $13,517,628,000, and we find tha t large amounts are being scat­
tered into the Inte r-American Bank, Asian Development Bank, and the 
Internat iona l Development Association, Members of Congress, who 
are busy on other committees say wonderful, we are reducing aid but 
it is actually increasing. I don’t believe the President  looked at this 
or he  would not have permitted this document to come down. Let me 
proceed with the examination. I  will give you one of these with my 
compliments. They come right  out of the budget.

Just a few of us can take the time and have the time to-go into this, 
but you people have, including all spigots of aid, some 60,000 on the 
payroll , i f you pick up a ll categories, and all of them are some type of 
an ambassador for foreign aid.

IMPOUNDING OF AID FUNDS

Am I correct or not in stat ing tha t in Mr. Johnson’s closing years, 
it was either his last year or the year before he went out of office, 
tha t there were substant ial funds impounded for all types of public 
works projects in America, including school construction, colleges, 
flood control, rivers and harbors. Are you gentlemen familiar  with 
tha t?

Mr. P etty. Yes, sir.
Mr. Passman. I believe we established for the record tha t at tha t 

time not one single foreign aid program anywhere on the face o f the  
earth, about 4,000 of them in 99 nations, had one dime impounded. Is 
that  the record ?
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Mr. Petty. I am not sure of tha t fact. I could imagine tha t being 
the case.

Mr. P assman. It  sounds like the record, doesn’t it ? Sometimes I am 
ashamed to face my constituents since th at is the record. I am going 
to be surprised if you people get hal f of what you are asking. You 
might as well make up your minds you have a rough road to travel 
because we have to borrow this money. We have to close projects down 
in America to start these projects. I believe tha t Mr. Nixon last year 
put certain  important  projects in the deep freeze, such as flood con­
trol, reclamation, schools, rivers and harbors, is th at correct?

Mr. P etty. As pa rt of  the an ti-infla tionary  program there was some 
of this,yes, sir.

Mr. P assman. Is n’t i t true that  he did impound funds?
Mr. P etty. Yes, sir.
Mr. P assman. Do you know of a single foreign aid program tha t 

has been put  in the deep freeze ?
Mr. P etty. I know of many foreign aid programs where project  

loans and disbursals have not been made, have been held up 
because-----

Mr. P assman. Do you know of any tha t were ongoing, where they 
had been 85 percent completed, where they were put in the deep 
freeze and closed down for lack of funds? Can you name one?

Mr. P etty. No, sir.
Mr. P assman. Thank you very  much. You have answered my ques­

tion. That is the record. T hat  is what fr ightens me, because we seem to 
place a p rior ity on people all over the world, and hold back important 
projects in our own country.

Mr. P etty. I think it is worth making the record complete, Mr. 
Chairman, where the lending operations  of these ins titutions—I have 
in mind IDA and the World Bank during the period you are  talking 
about—was actually held up because-----

Mr. P assman. I  asked you to cite one for the record. I want you to 
cite a projec t for the record. I say this very respectful ly. Cite a proj­
ect. I  am not citing names. I want you to cite  a project. I can show you 
good flood control projects, reclamation projects, school buildings and 
others where they put the money in the deep freeze. I  wan t you to cite 
for the record one specific foreign aid project  by name where an on­
going projec t ha d to  be closed down because you didn’t have funds to 
allocate.

Mr. P etty. I can cite projects  tha t were postponed for  a year be­
cause of-----

Mr. P assman. You are talk ing about projects tha t hadn’t been 
started . I am talking about projects tha t had been started, ongoing, 
tha t you closed down. Will you put one in the record and at some 
subsequent date we will return and discuss it?

Mr. P etty. All right, sir.
(The information follows:)

P rogram  R ed uct io ns

Of the  $12.7 billion ind icated by the Deputy Directo r of the  Office of Manage­
ment and Budget on March 24, 1971, as being withhe ld from  obligation, the



amounts  being with held  th at  relate  to pro ject s on prog rams in the  foreig n 
field are as fol low s:

Millio ns of dol lars
A. Economic Ass istan ce______________________________________________ 191

Supporting Ass istan ce________________________________________  14
Prototype Desalting Plan t Proje ct_____________________________  20
Development Loa n__________________________________________  47
Foreign Inve stment Guarantee F un d____________________________ 110

B. Mil itary Pro gra ms________________________________________________ 200
C. Fore ign Agricu ltural Service______________________________________  4
D. Inte r-Am erican Cu ltural  and Trade  Center__________________________  6
E. Inter-American Highw ay Proje ct__________________________________  t1)

T o ta l_________________________________________________________ 401
1 Less than $0.5 million.
Since th e Inte r-Am erican Development Ban k follows the  practic e of not making 

a loan commitment  un til  ful l funding of the  pro jec t is in hand,  cases of the  
closing down of project s in the course  of execution do not  arise.

REQUEST IN  PRIOR FISCAL YEAR

Mr. P assman. Concerning the Inter-American Development Bank, 
you a re requesting $50 million of paid-in  capital stock for fiscal year 
1972 plus an additional $486,760,000 tha t would be made applicable  
to fiscal 1971?

Mr. P etty. Yes, sir.
Mr. P assman. At the time that  you appeared before the committee 

last year, did you make any reference to this item, what the need 
may be before  the end of the current year? You didn ’t antic ipate  at 
tha t time tha t you would need th is supplemental, did you?

Mr. Petty. Yes, sir ; this was par t of the authorizing  legislation 
for 1971.

Mr. P assman. I say did you s tate to the Committee on Appropri­
ations when you came before us that  you would be making a supple­
mental in this amount applicable to the curren t fiscal year?

Mr. Petty. It  was in the budget for fiscal 1971.
Mr. Passman. That is a good statement, but you d idn’t answer my 

question. Did you te stify  before this committee: “Mr. Chairman and 
members of the committee, we will come in for a half billion dollar 
supplemental before the end of the fiscal year.”

Did you make such a record before the committee?
Mr. P etty. I  will have to check the record. I  haven’t read the record 

recently.
Mr. Passman. You mean to tell me tha t you don’t actually  know 

when you are dealing in figures of  a half billion dollars whether or 
not this was mentioned to this subcommittee?

Mr. P etty. I am saying I haven’t read my exact words that I 
testified.

Mr. P assman. On thi s ?
Mr. P etty. On this point.
Mr. Passman. What did you say for it?
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Mr. P etty. Tha t we did  discuss it  last year, the negotiations in the 
multi latera l institutions, the other programs. I believe we were here 
last year on the Asian Development Bank.

Mr. P assman. I  am talk ing about the Inter-American Bank now.
Mr. P etty. I don’t believe I had the privilege of testi fying  on the 

Inter-American Development Bank last year.
Mr. Passman. Thank you very much. You have answered my ques­

tion. You have the righ t to take  the  long way around, but I am going 
to follow you closely. You don’t recall testi fying  on this  amount. That  
was the question I  asked. You don’t remember it  and I thank  you.

Mr. P etty. But I do recall advising members of this committee 
tha t we were at that time in negotiations with the La tin Americans on 
capital replenishment  of the Inter-American Development Bank.

Mr. Passman. You didn’t state any figure of tha t magnitude did 
you?

CO NT INGE NC Y IT EM  IN  FIS CAL YEAR 1971 BUDGET

Mr. P etty. At  th at time under negotiations there  was a contingency 
item in the President’s budget of $540 million, but no specific amounts 
on it  because we were at that moment in the  course of negotiations. 

AMOUNT OF FUTURE REQUESTS

Mr. P assman. You have answered my questions the second time 
in the affirmative. You had no figure. That is why it is very stagger­
ing to me to  have requests of this magnitude. Today you are asking 
us to consider a request for $50 million for paid in capital stock for 
fiscal year 1972, and for $486,760,000 for several supplemental items 
applicable  to fiscal year 1971, is that correct ?

Mr. P etty. Yes, sir.
Mr. P assman. I  notice in the budget and in your justifications tha t 

you plan to request about $1,823,520,000 in the next 2 or 3 fiscal years ; 
is tha t correct?

Mr. P etty. Yes, sir;  inc luding the present requests.
Mr. P assman. As I  stated ear lier, rea lly we are going to have to bor­

row this money, aren’t we? We are going to be opera ting on a $20 
billion deficit fo r this fiscal year , and in all probab ility the same thing  
is going to be tru e in the next fiscal year, and in these instances the  
money will have to be borrowed, won’t it?

Mr. P etty. Certainly the callable capital will not, sir.
Mr. P assman. I am talk ing about the cash outlays.
Mr. Petty. Where we have revenues of about 90 to 95 percent 

of our expenditures , tha t differentia l will have to be borrowed.

NEED FOR CALLABLE CAPIT AL

Mr. P assman. And isn’t it also true tha t under your previous sta te­
ment, you could be confronted with an emergency and would have to 
call for  this callable capital and maybe you wouldn’t have time to come 
to the Congress fo r an appropriation ? Is tha t why you want the cal­
lable capita l available?
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Mr. P etty. We want the callable capital to make sure tha t we can 
get the money out of the private market, so the development objectives 
will be achieved without-----

Mr. Passman. In the event you don’t do tha t, and you have to call 
on Uncle Sam, then you have the righ t to call for this  money and 
spend it, do you not ?

Mr. P etty. For  the purpose of making good the Bank’s obligations.
Mr. P assman. So if you have any upsets in the economy or  maybe 

they are defaulting  in other countries and you have to have this 
money known as callable capital, ou r country would have to borrow it, 
would it not ?

Mr. P etty. This is charac teristic of any government guarantee 
program.

Mr. Passman. I didn’t say how character istic. I just want a direct 
answer. That  is correct, isn’t it ?

Mr. P etty. Yes, si r; and in the Banks for Cooperatives too.

REQUESTS FOR OTHER INTERNA TIONAL  BANKS

■ Mr. Passman. I f  you will give us a brief answer, you will save 
a lot of money in printing this  record.

Is it not also true  tha t other international financial institutions , 
such as the World  Bank, Internatio nal Development Association, 
and Asian Development Bank, are seeking additional authorization 
for funds  applicable to fiscal 1971 as well as 1972 ?

Mr. Petty. Yes, sir, the World Bank and-----
Mr. Passman. IDA ?
Mr. Petty. Not IDA.  Tha t is fiscal 1972, not 1971.
Mr. Passman. I  want to get them all, because as I  said, there is 

nothing personal about this, but somebody is taking this committee 
and this Congress for  a ride. I thin k the Asian Development Bank  
is asking for $60 million, aren’t they ?

Mr. Petty. For  1972 ?
Mr. P assman. Fiscal  year 1971. Take your time and look at your 

own records. Am I correct ?
Mr. Petty. Yes, sir.
Mr. Passman. Do you see the committee’s point, when you are 

asking the United States to provide these additional moneys and it 
appears  now tha t the lowest deficit we can expect on June  30 is $18 
billion, and in all probability the deficit for fiscal year 1972 could 
conceivably be higher?  Don’t they really apprecia te having a com­
mittee like this, th at would try  to make a case and establish tha t some 
of these things should be postponed until  we can again operate on a 
balanced budget ?

Mr. P etty. Mr. Chairman, I think as a Treasury officer these are 
exactly the types of  questions we examine too, in preparing our budget 
requests for this type of  program, and I think the questions you raise 
are exactly the correct ones. This is why, for example-----

Mr. P assman. You say you do th ink they are the correct ones?
Mr. Petty. Absolutely.
Mr. Passman. I appreciate  that.
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Mr. P etty. Th is is why, fo r example, the appro priat ions  request for 
the Asian Development Bank  was cut from $200 million to $100 mil­
lion during the same period when you were refe rring earlier  to the 
impounding of Federa l expenditures. We have responded in the 
multilateral lending area to the same type of domestic prio rities you 
have identified, sir.

Mr. P assman. God only knows if  you hadn’t had the impounding or 
the instructions to cut back, just what you people would have asked 
for because you are above last year anyway.

EXPORT-IM PORT BA NK

Mr. Petty. I am sure that I  myself put the $4 billion fo r the Export- 
Impo rt Bank under your 27 items in quite a different category.

Mr. Passman. I am not examining the Export- Imp ort Bank at 
this time. I would rather stick with the subject, and it  you want to 
assign time for the Export- Import Bank when the time comes we 
will be glad to let you in on tha t too. We know under the Export- 
Import Bank tha t some of the loans now have maximum maturi ties 
of 25 years, have they not ?

Mr. Petty. I  think that  is correct, yes, sir.
Mr. Passman. You also have another window under the Export- 

Import Bank where the credit criteria has been lowered to where they 
don’t have to meet the standard  criteria , is that  true ?

Mr. P etty. Yes, sir.
Mr P assman. And then they  also provide, when these loans default, 

a way to even charge them off. I  believe tha t is also in the legislation, 
isn’t it?

Mr. P etty. The provisions of charge-off of Exp ort- Imp ort Bank 
loans.

Mr. P assman. In the  draf t of the Patm an bil l you lowered the credit 
criteria .

Mr. P etty. On the Exp ort- Imp ort Bank.
Mr. Passman. Tha t is righ t and you even provided where these 

funds  would come from when they defaulted. So much would be with­
drawn from the Treasury  and the other taken out-----

Mr. P etty. Tha t is exactly right.
Mr. Passman. Thank you very much. Do you know why I  p ut it in 

there ? Because you have those who are t rying to turn the Eximbank 
into an AID  agency and have succeeded in getting one window of the 
Eximbank opened up-----

Mr. Petty. I  thin k the  committee should then realize the most re ­
cent loan passed by the E xport-Import Bank is for  the sale of ai rcra ft 
to a developed country of Western Europe where the air  charter air ­
line in Western Europe is hoping to  br ing more European touris ts to 
the United  States, serving two purposes, one, to  help our aeronautics 
indus try and two, to help foreign travel lers increase tou rist travel to 
the United States.

Mr. P assman. Let’s hope they succeed but that doesn’t alter the fact 
tha t you now have three windows, the r egular window, the long-term 
window th at goes up to 25 years, and you have the one tha t provides
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loans to be made with a lower credit cr iteria than  those car ried in the 
regular operation.

Mr. P etty. I am suggesting an aircra ft loan to Western 
Germany-----

Mr. Passman. You did answer in the affirmative, didn’t you ?
Mr. Petty. Yes, sir.
Mr. P assman. Let ’s hope they sell a lot of airc raf t and make a lot 

of profits. I am talkin g about the fact  it has been modified to  where 
you actually have one window of the Eximbank as a first cousin to 
foreign aid. That  is why we lis t i t where any American can judge for 
himself. We are not criticizing, but giving  the actual facts. If  you 
check with the budget, if you find this  is off $2 I  will buy you a new 
tie. I  am talking  about $13,517,628,000. We have to look at th e figures. 
I know you people are going to do your best to just ify it, but even you 
people of the Treasury Department should keep in mind that if you 
should confiscate all the wealth in America and turn it into money, 
you will still not have sufficient funds to do all the things labled 
desirable.

Mr. P etty. I would suggest tha t the example I  just gave the com­
mittee is more proper ly called domestic assistance than foreign 
assistance.

Mr. Passman. Domestic comes first, does it  not? Isn ’t your first 
obligation to your own family ?

Mr. Petty. There is no doubt about it.
Mr. Passman. Before you star t looking afte r your neighbor’s ?
Mr. Petty. There is no doubt.

RIGHT OF DETAILED EXAMINA TIO N BY CONGRESS

Mr. P assman. Thank you. I  thought you would give an affirmative 
answer there. . .

Mr. Director, as is ind icated in the budget, we are heading more in 
the direction of providing increased aid through multi later ial inst i­
tutions, where Congress does not have the rig ht to detailed examina­
tion. You agree to that,  do you not ?

Mr. P etty. Yes, and I  think  this  is why-----
Mr. Passman. Thank you. We want answers. We don’t want you

to filibuster. . .
Last year, i f you will remember, this committee placed several limi­

tations  on the funds  provided for those institu tions which would have 
provided Congress with de tailed justifications on the projects. As soon 
as this was discovered, individuals in those insti tutions said this could 
not be done because other nations would place the same restrictions 
on their  funds. Do you remember tha t last year ?

Mr. P etty. Yes, sir. .
Mr. Passman. What is wrong with our Nation having the right of 

examination, and  giving other  donor nations the  right of examination ? 
Don’t we have a partnersh ip here ?

Mr. Petty. I am mindful of the testimony of the Comptroller 
General of the United States, who on th is point?----

Mr. Passman. Did you people support it until  you heard f rom him 
or did  you get him to oppose it ?
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Mr. Petty. The issue, Mr. Chairman, on those two amendments, as 
I recall the chronology, arose a fter the statement to which I wish to 
refer th at Mr. S taats made, I  believe, in March of la st year. The exact 
quotation  I don’t have, the point of which was—I may have it  here— 
he recognized tha t when the United States  joins an internationa l or 
multi latera l organization, there  is really a certa in delegation and a 
certain  expression of confidence in these institutions. If  I may give 
you the exact quote, sir, the one Secretary Kennedy used last year-----

Mr. P assman. Will you also put in  who prepared  the quote for  him, 
but read it. We will listen.

TESTIMONY OF COMPTROLLER GENERAL

Mr. Petty. I thin k it will be quite clear tha t we discovered this 2 
months af ter he testified. This is Comptrolle r General Staats speak ing:

We recognize tha t U.S. efforts toward improved management of activities of 
the interna tional organization, of which the United States is a member, must be 
undertaken and assessed within the f ramework of the character  of the organiza­
tion and th at membership

This is the phrase I  was trying  to recall—
presumes a willingness on the  part  of member nations to rely on the management 
of the organization. We also recognize tha t constraints  on actions tha t can be 
taken unilatera lly are an inherent par t of such membership, no matter  how 
constructive the proposed actions might be.

OPPOSITION TO SECTIONS 504 AND 505

This is why, sir, in our administration’s response to sections 504 
and 505, last spring we felt tha t we could achieve the purpose which 
Congress clearly expressed and so properly expressed through the pro­
cedures and techniques available within the mult ilate ral institutions.

Mr. Passman. Then, of course, the Departmen t did oppose the 
amendment. I don’t like to say, “my amendment,” even though I pro­
posed it because it was approved all the way through the House. 
You people did not approve this amendment as a policy body.

Mr. Petty. Tha t is correct. We believed that that would be counter 
to the m ultilateral in stitut ion concept.

Mr. Passman. I don’t care what you think.  We will clear that  up 
later. You opposed it?

Mr. P etty. Yes, sir.
Mr. Passman. Now the question: What would be wrong wi th pass­

ing such an amendment giving  the Members of the Congress the right 
to examine, in detail, on those projects known as multila teral projects, 
contained in the mult ilate ral organizations? We put  up, in all prob­
ability, about 75 percent of the money, 40 percent direct, but most of 
the recipient nations  get back two or three times what they pay in. 
What is wrong wi th the responsible committees of the Congress exam­
ining these projects. W hy couldn’t it be done and why couldn’t we in ­
form other nations tha t this will be the  policy in the  future? What is 
wrong with tha t ?

Mr. Petty. I  think we should recall tha t the provisions of  sections 
504 and 505-----
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Mr. P assman. Let ’s amend sections 504 and 505 and you answer my 
question:  What would be wrong with this committee or any other 
responsible committee of the Congress having the righ t to examine 
these projects?

Mr. P etty. Each ind ividua l project-----

REV IEW  OF PROJEC TS BY CONGRESS

Mr. Passman. If  we should make up our minds tha t it was neces­
sary. Remember, you have 4,416 projects in 99 nations and four  t er ­
ritories of the world. We couldn’t examine on all of them. We would 
be very lucky if we examined on 25 of them. I  am asking why 
shouldn’t we have the r ight,  i f we should decide with a certain  project 
tha t we should go out and look at it, if it is funded under  a mul ti­
lateral organ ization. What is wrong with it?

Mr. Petty. I t would be challenging the essence of the multi latera l 
organizat ion, Mr. Chairman.

Mr. Passman. We like challenges.
Mr. P etty. I t is the point  I  was try ing  to make earlier . A detailed 

audit by an agency of one member is inconsistent wi th the m ultila teral 
character of these financial institutions.

Mr. Passman. We usually put up, as one nation, about 40 percent 
of the money going to all these mult ilate ral organizations.

Mr. P etty. Twenty percent of the Asian Bank, 27 percent of the 
World Bank hard loans, 40 percent of the  World Bank soft loans.

Mr. P assman. Let ’s get back to the real old give-away agency, how 
about the Internat ional Development Association ?

Mr. Petty. We give 40 percent of the donor countries.
Mr. P assman. I believe many of the recipient countries who we call 

donors are the  recipients of it, are they  not ? Don’t they borrow some­
times as much as 40 times as much as they pledge ? L et’s go to Pakis tan 
and India.  Aren’t they members ?

Mr. P etty. They are not donor countries.
Mr. P assman. Are they members ?
Mr. Petty. That is righ t, they are borrowing, but not donor 

countries.
Mr. Passman. Look at the record. Some of them put up very small 

amounts.
Mr. Petty. That is token capital, right.
(Discussion off the record.)
Mr. Petty. There are two categories of members, donor countries 

and borrowing countries.
Mr. P assman. Let’s take Ind ia’s subscription. In  last year ’s hear­

ings we were told  it was $40,350,000, and yet Ind ia received $1,092,- 
600,000 out of the organization.

We do th is so th at when you come to us talking about the mult i­
lateral organizations like IDA, we believe tha t we actually  put  up 
possibly 90 percent of the total, because we list these nations  as 
donors, but a t the same time they are recipients of very large g ran t aid 
programs,  to fund the ir commodities, releasing to them t hei r earn ings 
where they can make these token contributions.  Let’s get back to the 
basic question. Don’t you thin k we could come up with a formula, when
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we st art making these pledges? All  you have to do is to propose it and 
stand firm th at we are willing to proceed on this formula, but we want 
the righ t of examination, tha t the committees of the Congress insist 
on having the right of examination on any selected projects. What  
would be wrong with it, i f we felt that  we should examine them ?

Mr. Petty. I  think tha t Congress accepted an appropria te middle 
ground between the need for full information, full  disclosure, full 
access on the one hand, and infringin g upon the multi latera l charac­
ter  of an institu tion on the other, when they adopted the Selden 
amendment. The  In ter-American Bank has really, upon the initiative 
of Congress, established-----

Mr. Passman. Off the record.
(Discussion off the record.)
Mr. P assman. The basic question is : “Couldn’t we discuss a formula 

tha t would make it possible for the responsible members of the com­
mittees of Congress to go out and examine projects or to have you 
people bring the information on any project we wanted where we 
could examine it  ?

Mr. Petty. I  th ink we are doing this pret ty well, Mr. Chairman.
Mr. P assman. Where?
Mr. P etty. We have had recently a project visited in Buenos Aires 

when we were down there, half  a dozen members of the House B ank­
ing and Currency Committee, which visited an urban development 
project  in Buenos Aires last month.

maillard amendment

I  think Congressman Hays set a precedent and made a record 
on this as to what is the appropriate balance between what you 
are seeking and what we are seeking to provide. Here I refer  to 
the Maillard  amendments, so called, where it is a fund  tha t is 100 
percent U.S. sources.

Mr. Passman. We have that right  on bilate ral, do we not?
Mr. P etty. Yes. sir, where it is 100 percent U.S. money.
Mr. P assman. We don’t have that  same right  on multilatera l.
Mr. Petty. Not where it is not 100 percent U.S. money.
Mr. P assman. Thank you very much. You answered a question 

stra igh t out. Where it is not 100 percent U.S. funded, i t is mult ilatera l, 
isn’t it?

Mr. Petty. Our formula is usually quite a distance away from 100 
percent.

Mr. Passman. I ought to be satisfied with a complete and for th­
right “Yes” answer. I  shoudn’t harass you any further.

The way we handle IDA, when we make the appro priat ion, it is 
turned over to them as a lump sum, is it not ?

Mr. P etty. We give them a let ter of cred it which they draw against. 
We don’t have the lump sum money.

Mr. Passman. Tha t goes in with all of the other donor nation’s 
contributions and is pu t in one account and disbursed out of that  one 
account, is it not ?

Mr. Petty. Yes, sir.
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U .N . AGENCIES AND  FU NDS TO CUB A

Mr. Passman. So in reality tha t, within  itself, might just ify you people in saying, as I  think you have said before, “We haven’t given 
this country any U.S. funds,” but we find tha t even Cuba participates in certain  of the U.N. technical aid projects, does it not?

Mr. Petty. They are not a member of the Inter-American Bank.Mr. Passman. But I say they do. I am talking  about a m ultila teral 
organization . Cuba actually, I believe, under the multil ateral  organi­
zation tha t has testified before this committee, would be eligible, be­cause they are a member of the United Nat ions; are they not ?

Mr. Petty. There is a distinction between some of the specialized agencies, and the United Nations.
Mr. Passman. Aren’t they members of the United Nations?Mr. P etty. Yes, sir.
Mr. Passman. And I believe tha t we have made contribut ions to Cuba out of the UNDP account. L et’s read it into the record :
This appears on page 250 of part  2 of last year’s hearings. The p ur­pose of this is to establish tha t we should have the righ t to examine on individua l projects. I am not harassing you. I  am trying to es tab­

lish i t so maybe this time we can get this legislation through.
Mr. Long. So they are  get ting  aid  from the  United States. Sub stantial aid?Mr. Passman. Indirect ly.
Mr. DePama. Yes, indirectly.
Mr. Long. But  they  a re g etting i t?
Mr. DePalma. They ar e ge tting it.
Going over to page 251:
Mr. Passman. If  it  is handled  on th at  basis  and aid  moves into  an int erna ­tion al orga niza tion  and if Cuba remains  a member of the organiz ation which dis trib ute s these funds , then the  same form ula could apply in larger  amounts if the  operators of the int ern ational orga niza tion  should  determ ine, is th at  co rrect?Mr. DePalma. Yes.
Mr. Passman. I have read the record correctly.
Mr. P etty. Yes.
Mr. P assman. Now you know why we are  tryin g to get i t where we can examine in detail.
Mr. Petty. Mr. DePalm a was test ifyin g on the interna tional  or­

ganizations of the United  Nations which is a one country, one vote organization . I am test ifyin g for the internationa l institu tions-----
U .S . EL IG IB IL IT Y TO BORROW FRO M IDB

Mr. Passman. Let’s move to Lat in America then. Every Latin 
American nation tha t makes contributions to the Bank, is likewise eligible to borrow from the organization, is it not  ?

Mr. Petty. Yes, sir.
Mr. P assman. But  not the United Sta tes.
Mr. Petty. Technically the United  States  is eligible to borrow.
Mr. Passman. The United States is?
Mr. P etty. Yes, sir.
Mr. P assman. How much have we borrowed ?
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Mr. P etty. We haven’t. I  said technically we are eligible to borrow. The purpose of the institution  is to provide development assistance for the lesser developed countries. We have lesser developed areas in the United States but we also have grea ter capita l resources and capital  mechanisms to divert our own national resources to those points.
Mr. Passman. Let’s get back. You make these nice speeches and I  like to hear you talk because you make good ones, but let’s just  go back to basic facts. Every  contr ibutor  to the Inter-American Bank is eligible to borrow from the bank, is it not ?
Mr. P etty. Yes, sir.
Mr. Passman. You cite the point in the charter  where the United States is eligible. Will you do that? I won’t hassle with you. I just ask you to quote for the record.
(The information follows:)

Article III , section 4, “Agreement Establi shing the Inter-American Develop­ment Bank” pro vides :
“Subject to the conditions stipulated in this article, the Bank may make or guaran tee loans to any member, or any agency or political subdivision thereof, and to any enterprise in the terri tory  of a member. * * * (Emphasis supplied).

LATIN  AMER ICAN CONTR IBUTIONS TO IDB

Mr. Passman. How many Latin American countries are con­tribu ting ?
Mr. P etty. There are 22 other members and they  all contribute th eir share of the capita l of the bank.
Mr. P assman. The ir share is pretty small in many instances i f you want to argue th at point .
Mr. Petty. It  is 58 percent of the total , but some individual coun­tries are less than 1 percent.
Mr. P assman. Th at is what I  thought, but  they are eligible and most of them have obtained loans from the Inter-Amer ican Bank?Mr. P etty. Yes, sir.
Mr. P assman. What happens  i f a na tion turn s to the left  and they are tending toward communism? At what point do we move in and say we think we should suspend disbursing any more money in this country  until we know in what direction they are traveling? Do you 

have anyth ing in there to protect you a gainst such instances?
Mr. P etty. You are asking a policy question. The Articles of the Bank—Article  3, Section 4—say tha t any member of the Bank  is eligible to borrow. I thin k the question you are raising  is whether, as a matte r of policy, situations come—and you may be addressing yoursel f to the Chilean situatio n-----

LOANS TO CHILE

Mr. P assman. That is exactly what I am leading to. You people have approved loans to Chile without really knowing in what direc­tion they are traveling. I  think recently I read where substan tial loans were approved for Chile, is th at righ t?
Mr. P etty. In  the first week of Janua ry,  Mr. Chairman,  we inform­ally notified the other members of the B ank that we were prepared to
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agree to two loans to universities in Chile, but tha t we wanted to be 
satisfied on the question you raised, where Chile is going, before there 
are any additional loans. The two loans tha t were made had been 
underway for  sometime with the previous government, had been a p­
proved over the summer, and were held up waiting for a confirmation 
of the new government as to the ir local contributions.

Mr. Passman. Bu t you turned around  and disbursed the funds ?
Mr. Petty. Made the commitment, yes, sir.
Mr. Passman. Tha t is all we want to know.
Mr. Petty. With the added point as I  have said, th at we now want 

to see where the ir economy is going, what thei r development plans 
are, and see whether they are consistent with the requirements of the 
Bank to make any additiona l loans.

Mr. P assman. And if they are consistent with the Bank’s policy, 
you would make loans. Again this committee would have no recourse. 
We wouldn’t have the right to just call in and say, “All righ t, we are 
going to freeze these funds, because we don’t approve of this.”

The policy of the Bank would decide whether or not they would 
make additional loans to Chile ?

Mr. Petty. The executive board decides each individual loan, Mr. 
Chairman. As you know, we have a veto power over the Fun d for 
Special Operations of the Inter-Amer ican Bank. We have 42 percent 
of the vote on the other window. I  would like to discuss this Chilean 
problem i f I  may.

Mr. P assman. We will get to tha t later. Let’s get some facts in the 
record as to  how much authority  you have. I am just  as sympathetic 
with people in Chile as I am anywhere else.

(Discussion off the record.)
Mr. Passman. The  trend is actually toward  mult ilateral organ iza­

tions distr ibut ing the aid program, is it not ?
Mr. P etty. Yes.

committee examination of loans

Mr. P assman. And the  fu rth er in that  direction they go the less this 
committee would have the right to examine. Isn ’t tha t true  under 
present policy and law ?

Mr. P etty. Right now, if I  understand  the operation of the bila teral 
program-----

Mr. Passman. My apologies, but you didn’t answer the question. 
Don’t we lose the righ t ?

Mr. P etty. Individu al committee examination of loans before they 
are committed, prio r to approval, is not present in the  multilate ral in­
stitutions. Congressional review, full  disclosure and such certa inly is.

Mr. Passman. T hat is a ll I want. The trend is toward mult ilateral 
organizations. When you finally get all of this  money over into  multi­
lateral organizations, then it will just be a mat ter for this committee 
to either approve or disapprove. There is no use harass ing you and 
other witnesses tryin g to get the facts, if  they finally succeed in get ting 
it over.

(Discussion off the record.)
Mr. Passman. The committee will  take a b rief  recess.
(Recess.)
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Mr. Passman. The committee will come to order.
Possibly I apprec iate you much more than you realize because you 

are a dedicated individual. You would not be before this committee i f 
whoever appointed  you did not feel th at maybe you could outfox the 
committee, unders tand, and tha t your views would prevail and not 
the committee’s views. So I  have a lot of admiration for the stamina 
and the fight tha t you put  up but we do, nevertheless, represent  you 
people on tha t side of the  table when we are try ing  to headoff some of 
these expenditures.

Would you mind my put ting  some statistics in the record t ha t you 
should have?

Mr. P etty. No, sir.

PUBLIC DEBT AND STATUTORY OBLIGATIONS

Mr. Passman. Since we set up our first bookkeeping system in 1789 to 
record receipts and expenditures, we have collected $2,235 billion in 
taxes; but for every do llar we have collected in revenue, we have put 
the Nation in debt an aditional 71 cents alongside each of those dollars.

So we have a true  public debt of $1,630 billion. Every living Ameri­
can, the l ittle  babies born last nigh t or the  old man who will reach 100 
tonight, owes his Government $8,205. We have two public debts. You 
at Treasury look at the $397 billion borrowed money. That is the 
smallest pa rt of it.

We have 115 statutes  tha t says we are going to give th is to you in  
subsequent years for some service previously rendered, but we have 
created no reserves.

Very briefly stated, the Civil W ar was concluded 106 years  ago, yet 
we are mailing out checks to 669 widows and 449 children every month 
from tha t conflict; veterans’ benefits are $8 billion a year. It  will be 
132 years before we meet our last commitment.

Take retired milit ary personnel, $4 billion a year; interes t on the 
public debt, $51 million a day. So when you put  the grand total to­
gether, you will find tha t it is $1,630 billion, and i t is just as much an 
obligation as the borrowed money. Do you not agree ?

Mr. Petty. Oh, yes.
Mr. P assman. So there you are.
I thin k this  great Secretary tha t Mr. Nixon appointed says tha t 

there should be some accounting, there  should be a Treasury state­
ment, as to  the cost of these statu tory obligations. We can get by with 
passing laws to give you something as long as you do not  make i t a 
part of  that public debt.

So these are really some of the reasons why we fuss on th is thing, 
to see if somewhere along the line we cannot just cut back and 
have a good close look at  our own needs here in the States. I f we have 
to start projects, at least we ought to get an even break. We should 
not sta rt new projects  abroad while we are closing down similar 
projects in America.

LACK OF KNOWLEDGE ON USE OF FUNDS

So as to pin this  down with respect to mult ilate ral organizations, 
it is true, in the most par t, or I should say without exception, when
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these appropriations, not the callable capi tal but the others, are finally 
made to the World  Bank, Internat iona l Development Association, 
Inter-American Development Bank , Asian Bank, th at these funds are 
made available, eithe r sent to them or they have a lette r of credit 
where they can call them down.

Now when these funds go into these mult ilateral organiza tions, it 
becomes comingled with contribut ions made by other countries. No 
committee of the Congress knows when, where, or what kinds of pro j­
ects are going to be approved out of those funds, do they ?

Mr. P etty. I think they know what the annual lending program is.
Mr. P assman. I  did  not ask tha t question.
Will you give me an answer, please? I want to know whether or 

not there is any Member of Congress who knows when, where, or 
what project is being funded, unti l aft er the fact?

Mr. Petty. No ; not ind ividual  projects.
Mr. Passman. Well, we have to deal, do you not agree, with ind i­

vidual projects, because that  is what we go by.
Mr. Petty. You mentioned earl ier this  afternoon tha t there are 

x number-----
Mr. P assman. Fou r thousand four  hundred and eight projects in 99 

nations and four ter ritor ies of the world.
Now you gave us a good answer. I do not know why I  should elab­

orate on it.
Now I am of the opinion tha t if we should have an amendment 

giving  congressional committees the right of detailed examination on 
these projects, tha t there  would be very few in which we would ever 
ask for detailed informat ion.

supervision of projects

1 cannot believe that  a mul tilateral project  would be any better 
supervised tha n a bilateral project, because bilatera l projects, in the 
main, are under the direct supervision of Dr. Hannah and his staff, 
are they not ?

Mr. P etty. I  t hink there are two answers to  your  questions.
Mr. Passman. Let ’s answer the first one. Are not the bilateral 

projects under Dr. Hannah and his staff?
Mr. P etty. They are.
Mr. Passman. All right , sir. Now I  believe Dr. Hannah comes in 

and they just ify these projects on an illus trative basis and state tha t 
they need a certain  amount of money to continue these projects. We 
have the right then to examine in  detail on these projects at the time 
he is before the committee, do we not?

Mr. P etty. Yes, sir.
QUALITY OF PROJECTS

Mr. P assman. All right.
Now we find in many, many instances, where there have been projects 

tha t they have obligated funds for, that have been dormant on the 
books for 4, 5, 6, 7 years, where there  has been very little , if any 
disbursements. But they keep these projects  alive.

Now, if those things happen in bilat eral programs where we have 
the right to look a t them, I cannot believe i t would be any bette r in 
these m ultilatera l organizations. Is that  a fa ir assumption ?
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Mr. Petty. I  would speak to tha t point exactly.
We are talk ing ear lier about, are there any projects-----
Mr. Passman. I do not want to go earlier. I wish you would give 

me an answer to this and then we will go back. I have the right to 
assume tha t your projects would not be any bette r than  the bilateral 
projects where we have close supervision.

Mr. P etty. I am not sure what your point is.
Mr. P assman. The point  is tha t we have an irrigation  projec t in 

Pakistan, it is going to cost $11 million, they come in and get a slice 
each year to continue it. We have the righ t to say how much have you 
spent? Wha t do you want this year? How much have you 
accomplished ?

Mr. P etty. Yes, sir.
Mr. P assman. Now we have to get those answers. I want to say 

again in many instances we find projects that  have been dormant , 
they have been funded, obligated, and dormant fo r 3,4, 5, 6, years, you 
unders tand, still in the justifica tion book.

Mr. P etty. Congressman Roybal asked for some information.
Mr. P assman. They carried those projects as an obligation, and we 

respect them, but I do not  th ink tha t you people would have any bet­
ter projects, would you ? Is your accounting system any better than the 
bilateral system, where we have good supervision ?

Mr. Petty. The bilateral program has other  features besides thi s 
right tha t you are identifying, Mr. Chairman.

Mr. P assman. Would you give me an answer? Then I promise I  will 
yield you 1 hour to elaborate on it. You have not answered my question.

I say this respectfully. I want to be kind. You and I have had this 
every year for years. I  am going to restate it.

We have a bilateral program and we have a mult ilateral program, 
do we not ?

Mr. P etty. Yes, sir.
Mr. P assman. Under  the b ilatera l program we have a r igh t to take 

this green book and go over page by page the projects tha t have been 
part ially funded in the past and they ask for a new slice to continue 
the project.

We can go into detail. Under this system of the bilateral projects 
we can point out many, many projects that  they have had on the  books 
two, three, four, five years, where they have made no disbursements 
and they say “Yes; give us a little  time. We are going to deobligate 
these projects.” They know we are going to look at them. Many of 
them said, “Yes; we should have deobilgated many of these before.”

The question is, do you people have a better  system of supervising 
these projects ? Do you have a be tter system of establishing a benefit- 
cost ratio than Dr. Hannah does with the bilateral projects?

Mr. Petty. We certainly  have as good and maybe better.
Mr. P assman. As good and maybe better?
Mr. P etty. It  operates a l ittle  differently  because of the mult ilateral 

charac ter of  the institu tion.
Mr. P assman. You are  funding  the same type of projects. I am try­

ing to establish whether you people in a multilatera l division are su­
perior  to those who are admin istering the bilateral p rogram.
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Mr. P etty. Very frequently they work together  on different types of 
projects.

No; I do not think it is a matter o f having  one project bette r th an 
the other.

Mr. Passman. Do you think  we should surrender our right of ex­
amination on bilateral  p rograms ? You cannot have your  cake and  eat 
it, too. It  should be one way or the other.

The responsible congressional committee should have the right of 
detailed examination on any project tha t they want, either tha t or 
nothing. We m ight jus t as well surrender all of it and let you people 
run it.

Mr. P etty. I am not recommending any change in the procedure on 
bilateral, Mr. Chairman, or on multi latera l.

Mr. P assman. Y ou are having  it, are you not—you are reducing the 
bilateral ?

Mr. Petty. The bilatera l.
Mr. P assman. And increasing the multilatera l, are  you not  ?

trend toward multilateral financing

Mr. P etty. Last  year there was an actual increase in bilate ral, gen­
erally  the policy trend is to move away from the bilate ral toward  the 
multilateral.

Mr. Passman. You say gradually. Did you look at these sheets I 
lef t here? When I looked at your  request it didn’t look like it was 
gradual.

Mr. P etty. I am saying many o f the items are bilateral on the sheet 
you have which shows $12.1 billion.

Mr. P assman. I don’t blame any witness for being evasive. T hat is 
a man’s style and of course he has to proceed on that basis. May I  ask 
you this question:

II)B TIM E DEPOSITS

As we look at the financial statement of the Inter-Amer ican Bank, 
what  is the amount of funds  tha t the Bank has placed on time deposits 
in other institutions  ?

Mr. Costanzo. The total amount of time deposits held by this Bank 
in other institu tions is 407.5 million in dollars, and $219.9 million in 
other currencies.

Mr. P assman. When we look at tha t, how much of  tha t money is in ­
vested in United States  bonds ?

Mr. Costanzo. In addition to those figures I gave-----
Mr. P assman. Let ’s stick with this one figure. Of  the  time deposits, 

U.S. dollars , $407,470,000, is tha t correct ?
Mr. Costanzo. Those are deposited.
Mr. P assman. H ow much of tha t is deposited in the U.S. Treasury ?
Mr. Costanzo. None of that.
Mr. Passman. Where is this money deposited ?
Mr. Costanzo. In  commercial banks.
Mr. Passman. In  commercial banks in the Uni ted States ?
Mr. Costanzo. Yes, sir.
Mr. P assman. I s that  monev available to fund projects?
Mr. Costanzo. It  is available to meet disbursements on commitments.
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Mr. Passman. I say it  is available to meet disbursements or new 
commitments, is th at correct ?

Mr. Costanzo. Yes, sir ; but the bulk is against existing commit­
ments.

Mr. Passman. You also have then non-member currencies of 
$219,929,000, do you not ?

Mr. Costanzo. T hat  is true, sir.
Mr. Passman. Then you have accrued interes t of $23 million.
Mr. Costanzo. Yes, sir.
Mr. Passman. So that gives you the tota l of $667,501,476 in 

investments ?
Mr. Costanzo. Yes, sir.
Mr. P assman. And that  money could be used to finance on-going 

projects or to s tar t new projects,  is th at correct?
Mr. Costanzo. Yes, sir.
Mr. P assman. Thank you very much. We a re making a record tha t 

we must have.
Wh at part of tha t, if any, is presently  obligated for on-going 

projects?
Mr. C ostanzo. The uncommitted resources of the Bank at th is time 

are $67 million.
Mr. P assman. What do you mean uncommitted ? Let’s get down to 

what they are committed for. These funds are on time deposits.
Mr. Costanzo. Yes, sir.
Mr. P assman. When are  you going to pull them in ?
Mr. Costanzo. When the loans already made need disbursements.
Mr. P assman. When do you antic ipate  you will need to draw these 

funds  ?
Mr. Costanzo. Over the next several years.
Mr. P assman. The next several years?
Mr. Costanzo. Yes, sir.
Mr. Passman. Isn’t that something, to  come in here and ask us to 

borrow money that  we don’t know whether  we can ever pay back, to 
let you people build up a great big  slush fund tha t you may be several 
years disbursing. May I ask you this question-----

Mr. P etty. This is why we have letters of credit, Mr. Chairman-----

IDE TOTAL ASSETS

Mr. Passman. Let met finish i f I may, because I am representing 
205 million American taxpayers. You are  on the spending side and I 
am getting paid to represent  these people. I f I don’t do the best I know 
how, I could be replaced, and I think someday you will apprecia te the 
fact tha t we are t rying, if not to help you, at least your children and 
grandchildren. W hat are the total assets of the Inter-American Bank?

Mr. Costanzo. The total assets on the balance sheet in the ordina ry 
capital are  $1,461 million.

Mr. Passman. You re ferred to tha t as liquid assets.
Mr. Costanzo. No, sir, tha t is tota l assets.
Mr. Passman. But the $667,501,476, is in what  you call the invest­

ment account. This  is money you said would be available to finance 
projects over a period of several years.
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Mr. Costanzo. Yes, sir, largely on commitments already made.Mr. P assman. Th ank you so very much.
Any addit ional  funds tha t we give you will be put in either this account or  some other  account for immediate disbursement, would it  not?
Mr. Costanzo. No. sir.
Mr. P assman. W hat would you do with it?
Mr. Costanzo. Not in its entirety.  The paid in capital  would be in the form of letter s of credit. Therefore it would not be available for investments o r to go in this account, but only as loans are made from our subscription and disbursement needs accrue would the Bank draw on those funds to disburse for projects.
Mr. Passman. Under a tight operation, you could disburse out of this account until you reach a reasonable reserve, could you not? You could fund  projects  out of this  reserve which you say would be dis­bursed over a period of several years. You could use this reserve to finance projects, could you not ?
Mr. Costanzo. Not to make new commitments, however. To finance existing  commitments.
Mr. Passman. You said pa rt of it  was for existing projects and part of it was to finance new projects.
Mr. Costanzo. Par t of it.
Mr. Passman. I am talking about the  second part .
Mr. Costanzo. Very small.
Mr. Passman. Wh at ever it may be, it could be used ?Mr. Costanzo. Yes, sir, very small.
Mr. Passman. To finance new projects.
Mr. Costanzo. A very small pa rt ; yes, sir.
Mr. P assman. It  would appear to me tha t you can take figures and statist ics to prove or d isprove anyth ing, but you can’t erase from the record the fact  tha t you people have $667 million on time deposit. In addition to th at,  you do have a line of credit,  do you not, w ith com­mercial banks, from which you could borrow money?Mr. Costanzo. This reflects the callable capital.

BORR OWIN G OF FU ND S

Mr. P assman. Could you go out to local banks and borrow this money ?
Mr. Costanzo. As of the moment we can to the exten t of $98 million.
Mr. P assman. Have you exercised that righ t under  the  law yet?Mr. Costanzo. Yes, s ir; we have, and there  is unused auth ority at the moment of $98 million. The Bank has borrowed $915 million.Mr. P assman. Why didn’t you disburse the extra funds  in this account ?
Mr. Costanzo. This account actually reflects, fo r the  large p art , the  proceeds of borrowings.
Mr. P assman. You have already made the record and you can’t erase it, that some of it  was available for new projects. To that extent it could be used, couldn’t it, for new projects  ?
Mr. Costanzo. To that  small extent th at I  indicated ; yes, sir.Mr. Shriver. Would  you yield ?
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Mr. P assman. I yield to the gentleman.
Mr. Shriver. I would like to know why you couldn’t use the $667 

million, actually  use it for making loans?
Mr. Costanzo. Mr. Shriver, all of tha t except $50 million is held 

against loan commitments already made, and to meet disbursements 
on those loan commitments as they arise. The Bank has followed, from 
the beginning, a policy of not making loan commitments except against 
member subscriptions and funds actually raised in the form of cash in 
the private  capital market.

Mr. P assman. D o you not have substantial interest coming in an­
nually  on these investments ?

Mr. Costanzo. Yes, sir.
Mr. P assman. Tha t interest could be used, could it not, to start- 

new projects ?
Mr. Costanzo. That interest  has led to the accumulation of a sub­

stan tial reserve, pa rt of which is reflected in these investments.
Mr. P assman. That  is a good statement but you haven’t answered 

my questions.
Mr. P etty. It  is, Mr. Chairman.
Mr. P assman. Let me ask it and get a direct answer.
You have about $50 million a year coming in as accrued in terest, do 

you not, on your investments ?
Mr. Costanzo. Yes, sir.

statutory reserves

Mr. Passman. That money could be used, could it not, to start new 
projects?

Mr. Costanzo. There are  some statu tory reserve requirements which 
the Bank must maintain.

Mr. P assman. How much and where do I  find those in your financial 
statement ?

Mr. Costanzo. There is a flat 1-percent commission charged on all 
loans to establish a special reserve. Tha t appears in  the financial state­
ments in 1970. Income from those commissions was $5,970,000.

Mr. Passman. Are you privileged to borrow tha t money out of re­
serve ? I t is on hand, isn’t it ?

Mr. Costanzo. No, sir.
Mr. Passman. It  is a dorman t account. Are you ge tting  interest on 

it?
Mr. Costanzo. That  is a dormant account.
Mr. P assman. Can you use the interest that  you get on that  ?
Mr. Costanzo. Again the interes t on th at goes into the general re­

serve of the Bank, which could be used for operations.

LEGAL CO MMIT MEN T

Mr. P assman. Let me ask you th is question. I f the Congress, in  i ts 
wisdom, should decide tha t they  are  not going to give you a dollar, we 
would not be violating any legal commitment, would we ?

Mr. Costanzo. No, sir.
Mr. P assman-. We have got an  answer. That is all we want. I  knew it 

and I  am glad you vertified tha t. I f the Congress, in its wisdom, should
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establish tha t since we are having to close down projects in America 
and put money in the deep freeze for badly needed projects and we 
cannot obtain sufficient money out of the economy to do what we think 
is the righ t thin g in America, this program could be slowed down 
temporarily, couldn’t it?

Mr. Costanzo. It  would be slowed down.
Mr. P assman. But  i t could be slowed down and we would not vio­

late any legal commitment, would we?
Mr. Petty. Mr. Chairman, I  think  we have to say-----
Mr. P assman. Wait a minute, I want an answer. Would we violate 

any legal commitment. He said “No.” Are you saying the same th ing?
Mr. P etty. I am saying the U.S. Government has a binding obliga­

tion on the  basis of authorizing  legislation. Congress has authorized 
us to vote for the resolutions providing for these subscriptions.

Mr. Passman. Subject to a subsequent appropria tion, isn’t that 
correct ?

Mr. P etty. Abso lutely ; yes, sir.
Mr. P assman. Then we are not viola ting any legal commitment if 

we don’t app ropr iate  it, are we ? Is  that  righ t ?
Mr. P etty. Und er these arrangements Congress can refuse to ap­

prop riate  the funds.
Mr. Passman. I  wasn’t saying anything about refuse. I asked the 

question, and I am entit led to an answer for  the record. I f the Congress 
in its wisdom should decide not to appropr iate  the money, then we 
have not violated any legal commitment, have we?

Mr. P etty. The Congress has authorized-----
AUTH ORIZATION “ SUBJECT TO APPROPRIATION”

Mr. P assman. I didn ’t say anything  about authoriz ing. You just  
said in the affirmative that it was dependant upon a subsequent appro­
pria tion  by the Congress. These nations know that  these agreements 
cannot be carried out without an appro priat ion, do they not?

Mr. P etty. Our statement  makes very clear tha t they are subject to 
appropriation.

Mr. P assman. Subject to app ropriat ion; which means tha t there 
is no legal obligation violated if the Congress, in its wisdom, should 
not appropr iate  the money; is that correct  ?

Mr. P etty. But  the Congress also authorized-----
Mr. P assman. I know what the Congress authorized. I am asking 

if I  made a correct s tatement? I am entitled  to know whether or not 
we are violating  a legal commitment, if we do not appropriate the 
money afte r you have once told these people tha t we are enter ing 
into this agreement subsequent to an appropriation by the Congress. 
You said tha t is correct. In  that case, if the Congress should decide 
not to appropriate the money, we are not violating any legal com­
mitment, are we ?

CONTRACTUAL COMMITMENT

Mr. Petty. We would be violating a contractual commitment au­
thorized by Congress.

Mr. P assman. I didn’t say a nyth ing about that. I  said a legal com­
mitment. You people go out and contract for  a lot of things. Gentle-
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men, can I  rest my case on what Mr. Costanzo said previously ? Wha t 
is your position ?

Mr. Costanzo. I am not a legal expert.
Mr. Passman. You are not going to keep dodging these questions. 

We will adjourn the committee. We are just going to get an answer, 
because i f there is a legal commitment, not one of these bureaucratic 
agreements but a legal commitment for us to appropr iate  the money, 
then why are you before the committee? I will put it tha t way.

Mr. Petty. Mr. Chairman, if I may I would like to read a para­
grap h at this  point.

Mr. Passman. I know what  you want to do, but I am not agreeable 
to it. I want an answer whether or not there is a legal commitment or 
whether I can go by what you said previously, th at you tell these peo­
ple th is is based upon a subsequent appropria tion by the Congress. If  
you enter into these agreements on tha t basis, then the Congress in its 
wisdom decides we just don’t have the money, we haven’t violated a 
legal commitment as such, have we ?

Mr. Petty. I  think when the  United States  signs these contractual 
commitments and we make a nota tion, everyone knows our legislative 
procedure in the United S tates and they know we have to approp riate  
for the authority  for the Secretary  to pay the money out-----

Mr. P assman. And they know then you are not obligating for an 
appropria tion, you are entering into these agreements in the hope that 
the Congress will subsequently app rop ria te; is that true?

Mr. Petty. But they also know tha t Congress, both Houses, a ma­
jori ty of each House, signed into law by the President, authorized the 
Secretary of the Treasury to agree to subscribe to ordina ry capital 
contributions.

Mr. P assman. Are you familiar  with the public works program in 
America tha t we have going in 50 States—rivers and harbors, flood 
control, reclamation ?

Mr. Petty. My understanding is this is not very dissimilar from 
the Highway Act or Urban Renewal Act.

Mr. P assman. This has nothing to do with that. I asked you a ques­
tion, and I think  you want  to help this committee. We have what is 
known as a Public Works Subcommittee on Appropriations . We enter 
into an authorization. It  will cost so much to bu ild a project, and we 
have litera lly thousands of them going in 50 States. They get an au­
thorization,  but tha t author ization doesn’t necessarily bind the Con­
gress to subsequently appropria te the money, does it ?

Mr. Petty. No, they are two separate acts.
Mr. P assman. Certainly . You have the authorization fixing the ceil­

ing, and tha t is based upon a subsequent appro priat ion, is it  not?
Mr. P etty. It  is indeed.
Mr. Passman. I sn ’t tha t the same th ing when you enter into these 

agreements, you fix a ceiling, but it is based upon a subsequent ap­
propriation ?

agreement with other countries

Mr. P etty. There is an added element that is not present in the 
example you have cited.

Mr. P assman. W hat  is tha t added element ?
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Mr. P etty. An agreement in this case with 22 other  countries, Mr. 
Chairman.

Mr. Passman. We agree with 50 States. We agree with the Gover­
nors of the States. A lot of it is on a matching fund basis. I  know 
of many where the States  say, “We have our money. Can't you please 
get the Government to put up the ir par t.” You know of projects like 
that , don't you? We have just  litera lly thousands of them, where we 
are waiting for the Government to put  up the matching funds with 
the States. Now have I put it in proper context ?

Mr. P etty. I think you hav e; yes, sir.
Mr. Passman. Good. Why didn’t we get to this earlie r so we 

wouldn’t have to argue about this thing. You know’ and I know th at 
is t rue. You people are try ing  to hedge. If  you had insisted on tha t 
being true  then we w’ould have adjourned the committee. Why hold 
hearings if this committee has  no r igh t to examine your request and 
make reduct ions, if we should deem it to be proper. Thank you very 
much. You finally gave it to us as we wanted it. Fo r that I am very 
grat eful  and we will proceed.

(Discussion off the record.)
Mr. P assman. I t is all right to be repe titious occasionally. You can­

not expend money on any public works projects in th is country until 
you fir st get a legal authorization fixing the  ceilings. Without excep­
tion you must have a cost/benefit rat io that is favorable, tha t the bene­
fits exceed the costs, and it takes an average of 7 years to get au­
thoriza tion through the Congress. Then about 3 years from tha t 
time, we get an appropriation tha t is about % of the cost. Then we 
get headlines back home, they are so glad to acquire funds in order  
to get one of these projects going. Some of them have been going for 
16 or 17 years, and they a re glad to get a l ittle  piece each year to Keep 
these projects alive.

Then you have other projects where the States enter into a very 
firm agreement on a matching basis formula but the Federal Govern­
ment denies it, then the State just has to wait until  the Federal Gov­
ernment finallv get around to put ting  up the matching funds. I know 
that you people can renegotiate these formulas. These people can’t say 
we are either going to get it all or we don’t want you to contribute.

.. , audit mechanism

Section 14 of the Inter-American Development Bank Act, as 
amended, provided for the establishment of an audi t program  and re­
quired the General Accounting Office to review these audit reports and 
repo rt to  the Congress any suggestions for improvement. To what ex­
tent has th is been implemented ?

Mr. Costanzo. The group called for by tha t section of the legisla­
tion was established as a mult ilateral group. I t has begun work. It  
has issued reports which have been made available to the General 
Accounting Office. It  is my understand ing tha t they will be submitting 
a rep ort to the Congress shortly.

Mr. P etty. In the near future, a month or two I think.
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LO AN S PROVIDED TO CO UN TR IES SEIZING U .S . PRO PERTY

Mr. P assman. Has the Inter-Amer ican Development Bank pro­
vided loans, considered loans, or approved loans to the following coun­
tries since the occurrence of the stated  event ? Chile, since the establ ish­
ment of the Marxist government? Ecuador, since the seizing of the 
fishing vessel ? Bolivia, since the na tionalization of a U.S. metal proc­
essing company ?

Mr. Costanzo. The Inter-American Development Bank has made 
no loans to Ecuador  since that  event.

Mr. Passman. Star t with Chile. That was the  first  I named.
Mr. Costanzo. I am sorry, Mr. Chairman. I t has made two loans 

to Chile.
Mr. P assman. How about Ecuador ?
Mr. Costanzo. No loans to Ecuador.
Mr. P assman. How about Bolivia ?
Mr. Costanzo. No loans to Bolivia.
Mr. P assman. Do you have applications  pending  ?
Mr. Costanzo. Yes, sir. In the case of Ecuador and Bolivia.
Mr. P assman. Do you carry those in an obligated status ?
Mr. Costanzo. No, sir. These are simply applicat ions.
Mr. P assman. Would you place in the record at this point, the 

amount o f loans made to Chile, Ecuador, and Bolivia, and the present 
status of those loans.

(Detailed tables were supplied to the committee. Info rmation for 
the record fol lows :)



L o a n s  to  C h il e , E c u a d o r , an d  B o li v ia

T h e  fo ll o w in g  is  a s u m m a ry  of  lo a n s  m a d e  to  C h il e , E c u a d o r , an d  B o li v ia , 
an d  th e i r  p r e s e n t  s ta tu s  a s  of  F e b r u a ry  28 , 1971 (a m o u n ts  in  m il l io n s  o f U .S . d o l la r  
e q u iv a le n ts ) :

•
N u m b e r 
of  L o an s

N e t
A m o u n t

A p p ro v e d
S ta tu s

D is b u r s e d R e p a id O u ts ta n d in g

1. L o a n s  to  C h il e
O rd in a ry  C a p it a l 18 102 .3 8 6 .6 2 7 .5 59 .1
F u n d  fo r  S p e c ia l O p e ra ti o n s 25 16 3. 2 7 5 .1 5 .4 6 9 .7
S o c ia l P r o g r e s s  T r u s t  F u n d 14 3 4 .4 3 4 .2 5 .4 2 8 .8

T o ta l 57 300 .1 1 95 .9 3 8 .3 157 .6

2 . L o an s  to  E c u a d o r
O rd in a ry  C a p it a l 4 1 3 .8 9 .3 1 .3 8 .0
F u n d  fo r  S p e c ia l O p e ra ti o n s 13 6 4 .4 16.0 3 .5 12 .4
S o c ia l P r o g r e s s  T r u s t  F u n d 9 2 7 .4 2 7 .4 3 .2 2 4 .2

T o ta l 26 1 05 .6 5 2 .7 8 .0 4 4 .6

3 . L o an s  to  B o li v ia
O rd in a ry  C a p it a l - - - - - - - - —
F u n d  fo r  S p e c ia l O p e ra ti o n s 21 8 2 .0 4 2 .0 14 .3 2 7 .7
S o c ia l P r o g r e s s  T r u s t  F u n d 6 1 4 .5 14 .5 2 .2 1 2 .4

27 9 6 .5 5 6 .5 16 .5 4 0 .1

D e ta il e d  in f o rm a t io n  on  e a c h  lo a n  is  p r e s e n te d  in  th e  fo ll o w in g  ta b le s  
e x t r a c te d  f ro m  th e  B a n k ’ s m o n th ly  s ta te m e n t  on  th e  s ta tu s  of  lo a n s .
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Mr. P etty. Could I make a point on tha t, Mr. Chairm an ?
The question o f Chile and the problems tha t we are having with 

the Government, and the relationship of our b ilateral policy with the 
conduct of our affairs through the Inter-American Bank is the toughest 
type of question we have. I  talked  earlie r this  afternoon about a multi­
lateral  institu tion being a different way for conducting development 
assistance business than bilateral. It  has a lot of benefits and it has 
some costs involved in it, as everyth ing in life seems to have this 
trade-off.

Wha t happens when there is the boat situation with Ecuador or 
questions of confiscation of property of U.S. persons in Chile. We 
have a series of possible responses, and this is all a major aspect of 
foreign policy and foreign economic policies. Here  we can pursue a 
series of bilate ral avenues, everything from all the options we know 
on the tu na boats—from the  Navy being available to everything  else— 
or the multilate ral institut ion avenue.

The question tha t we ask ourselves, because we have our minds on 
these same events tha t you have identified, is, what is the  best way fo r 
the United States to respond. How do we best pursue our national 
interest? One of the different levels through which you can respond 
can be the Inter-American Development Bank—take it righ t into the 
board room and fight it out there. Is that really where you want to 
fight out this type of issue, or do we use our bilatera l avenues to pursue 
it ? Generally, on balance, we think tha t the multilatera l forum is not 
the first place to go to  resolve bilatera l differences. Where this leads 
you in the future  it is hard to say.

(Discussion off the record.)

PURC HASE  OF SOPHISTICATED MILITARY EQ UIP ME NT AUTHORIZATION

Mr. Passman. You are fami liar with the basic authorization act 
handled by the Foreign Affairs Committee and the  Foreign Relations 
Committee which has a provision, tha t certain  developing countries’ 
aid, certainly  in Lat in America, would be cu t off if  they spent their  
funds on sophisticated milit ary equipment. The only exception would 
be i f the President should make a determination within the limitation 
otherwise. You are familiar  with tha t, a ren’t you ?

Mr. P etty. Yes, sir.
Mr. P assman. Do you have a similar  clause in the Bank’s legislation ?
Mr. P etty. The  Symington amendment, section 16(c).
Mr. P assman. I  am jus t asking the question.
Mr. P etty. The answer is “Yes,” sir.
Mr. Passman. What happens  then if these nations do spend thei r 

money for sophistica ted mi litarv equipment? Then they can replenish 
the ir tills  with a loan out of the Inte r-American Bank. You can stretch 
that Presidential determination to put  an umbrella over you people, 
is that  right ?

Mr. Petty. Money is fungible and it is ha rd to trace dollars.
Mr. P assman. Let’s get a concise answer. Are you ge tting  under that  

umbrella when a Pres ident ial determination is made allowing a coun­
try  to make such purchases ?

Mr. Costanzo. I  assume what you mean is, if the President makes 
tha t determination, what action would we take ?
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Mr. P assman. Would  that also give you people the right to go ahead 
and disburse loans ?

Mr. Costanzo. Then we would use our voting power in the Bank in 
accordance with the Pres iden t’s determination.

Mr. Passman. I t is p retty  nice to have a semirelated bilate ral pro­
gram when you need it, isn’t it? You are separate and apart, unless 
you have something tha t serves your purpose. Then you come in under 
tha t umbrella. If  a country takes its earnings  and spends on milit ary 
equipment from the Uni ted Kingdom, West Germany, It aly  or France, 
then, of course, they are eligible for a loan out of your  bank to replen ­
ish what they take out of their till for this mili tary  equipment, is tha t 
correct ?

Mr. P etty. Mr. Chairman, this  is a question tha t the House Bank­
ing and Currency Committee has been p artic ular ly concerned about 
too. In the amendment to legislation  last year, they have asked for 
increased reporting on just  this issue of the percentage of budgetary 
resources countries spend on mili tary  goods. There are a lot of ways 
to attack the problem. Tha t is another way of try ing  to get them to 
concentrate increas ingly upon development assistance.

Mr. P assman. You are one nice fellow. If  I  would ever get a direc t 
answer from you, I would send you the  p retti est tie you ever owned. 
Do you like red ? You are being very evasive.

There is always a way around anything  we do in Congress. I  do 
not care what it  is, you can have a Passman-Shriver-Conte amendment 
and pass it, but there is always a way around it.

This is a full-time job with you people. We have only a few hours. 
Do you want to say something ?

Mr. Costanzo. Yes, Mr. Chairman, if I  could clarify.
When I said tha t the voting power of the United States would be 

used in accordance w ith the Pres iden t’s determination, the practical 
effect of tha t would be tha t in the Fun d for Special Operation, no 
loans could be approved because we have a veto right in tha t fund.

Mr. P assman. You have a veto right , but do you exercise it?
Mr. Costanzo. We would in that  case, by statute.
Mr. P assman. We know the Lat in Americans last year, purchased 

some sophisticated equipment from other countries.
Can you tell me what nations  in Lat in America you did not dis­

burse funds to last year ?
Mr. Costanzo. Cuba not, certainly.
Mr. P assman. Cuba is not in here at all. You had better come up 

with a better defense than that. Do you know of any other countries 
in which you did not disburse funds ?

Mr. Petty. No. I am not sure of the legislation.
Mr. P assman. I am not talk ing about legislation. My question is, 

do you know of any countries in L atin  America to which you did not 
disburse some funds out of the Inter-American Development Bank 
during calenda r year 1970 ?

Mr. Petty. I think we-----
Mr. P assman. The answer is no, is it not ? Why not give us a d irect 

answer occasionally.
Mr. P etty. No, I th ink-----
Mr. P assman. You are on the defensive more than you realize you 

are.
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Off the record.
(Discussion off the record.)
Mr. Passman. May I ask this question ?
I have these other  questions I am not going to ask, because I  will 

wind up with about three answers.
Mr. P etty. We should try .

PROTECT TH E U .S . TA XP AY ER

Mr. Passman. I t is too much effort to get three direc t answers, and 
I would have to prod you like the devil to get those.

Let me put it this way, and I  am quite se rious: Our  first obligation 
is to our own people in America, is it not ?

Mr. P etty. I share  that  entirely.
Mr. Passman. We have to borrow the money to carry  on a lot of 

these projects, is that  not true ?
Mr. P etty. We do indeed.
Mr. Passman. And we are actually having to put  a lot of them in 

deep freeze, are we not ?
Mr. P etty. Our domestic programs ?
Mr. P assman. I am talking about almost any project you can th ink 

of.
Pres iden t Johnson impounded funds, did he not?
Mr. P etty. I believe he did.
Mr. Passman. I  believe President Nixon is doing the same thing , is 

tha t not true?
Mr. P etty. I believe so.
Mr. P assman. I am so very grateful  for the way you answered those 

questions. We are going to take tha t into account in marking up the 
bill. We may not refe r to anything other than those las t four answers. 
I t rust you have a pleasant evening.

Mr. Roybal. When the bill is marked up, we should take into con­
sideration the fact tha t there are other expenditures tha t we make in 
the United States, tha t they fall into this same category, and th at the 
budget deficit is not the result of the work tha t you gentlemen are doing 
in the Inter-American Development Bank alone, but only a small f rac­
tion of it.

If  the position tha t the chairman takes applies to all these other 
expenditures, then I would agree with his position. If  it just picks 
on the Inter-American Development Bank, I would not agree, because 
even though, Mr. Chairman, I  am quite dissastisfied w ith the past per­
formance of the Bank, at least as f ar as I  know i t, we see a l ight of 
hope now in tha t Ortiz-Mena is the president. This man is a most 
capable individual and I thin k tha t it will establish for record as we 
go along, tha t he has a tremendous background,  t ha t he is interested 
in reform, and I  feel confident tha t he is going to put them in to effect.

The ultimate  result will be tha t we are going to have some real 
good management insofa r as t his bank is concerned. Mr. Chairman, 
we realize that  there is going to be a deficit. We also realize tha t we 
are going to have to borrow some money to fund some of these pro­
grams, and that the money tha t we have to borrow can definitely 
not be a ttribu ted to the operations of this Bank alone.

Now if we apply  a certain percentagewise to every program that  
we fund and say that we are going to reduce all programs accordingly,
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without picking on one part icul ar program, then I would say tha t 
we are  doing the prope r thing. I am, definitely in favor  o f reducing 
our deficit, but not at the expense of one par ticu lar program.

Mr. Passman. Let me say for the record, it has been my privilege 
to chair this  committee for 17 years. As you know, these multilatera l 
organizations have always been the sacred cows. We have never cut 
the Inter-American Bank a dime t ha t you know of, have we?

Mr. Petty. I know we have postponed and I know we have cut 
down-----

Mr. P assman. We have never reduced your  request a dime, tha t you 
know of, have we ?

Mr. P etty. I th ink t ha t is correct.
Mr. P assman. I do not think we ever reduced the Asian Develop­

ment Bank a dime, have we ?
Mr. P etty. Not in the appropriation .
Mr. Passman. You do not know of this committee ever reducing 

the Internat iona l Development Association a dime, do you?
Mr. P etty. I hope you are indicat ing a precedent.
Mr. P assman. I am not indica ting anything. I want my friend to 

know what the facts are.
We have always looked upon the in terna tional banks as sacred cows.
Do you see what I mean ? I am not picking on the Inter-A merican 

Bank only. I am only making this statement, it is the aggregate tha t 
worries us.

Mr. R oybal. Right.
Mr. P assman. This budget calls for $13.5 billion for foreign aid. 

We know tha t the trend is toward eliminating bilate ral aid and 
putt ing it into mult ilateral, therefore taking it out from under  the 
supervision of thi s committee.

Now we are trying to make a record th at these so-called sacred cows 
are going to have to come under  very close examination.

We are going to close fo r today. I apprec iate the gentleman’s views, 
but we do know this : tha t your own family comes ahead of your 
neighbor’s, is tha t not right ?

Your obligation is firs t to your own family.
Mr. Petty. My daddy said if you do not  look out for yourself, no 

one else will.
Mr. P assman. Now we will recess unti l tomorrow.

Thursday, April 1, 1971. 
DETERMINATION OF PRINCIPA L WIT NESS

Mr. Passman. The committee will be in order.
I trust tha t I shall always mainta in a policy t hat  I have had from 

childhood, and tha t is to try  to rectify errors, ask for forgiveness, 
and apologize where apologies are due.

The apology goes to the Honorable Henry J.  Costanzo, who is 
the U.S. Executive Director of the Inter-Amer ican Development 
Bank, is that  correct ?

Mr. Costanzo. Yes, sir.
Mr. Passman. I  should have directed all my questions to you yes­

terday because you are the Direc tor and you are the one t ha t looks
60 -2 0 8  0  -  71 - p t.  1 - - - 2 0
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over these loan applicat ions with the other Directors , is tha t correct? 
Mr. Costanzo. Yes, sir, I am the Director. I am not sure who theprincipal witness is.
Mr. Passman. Let me make the decision. Does this gentleman do all the  talk ing and you just  sit there and lis ten, or do you participate?Mr. Costanzo. No, sir.
Mr. Passman. Then my apology to you for letti ng you listen and letting Mr. Petty answer all the questions.
Mr. Costanzo. Yes, sir.
Mr. Passman. I t would be like me going to the White House and 

talk ing to Henry Kissinge r all afternoon and then find out he is not the President.
Mr. Long. You might still be right.
Mr. Passman. Tha t is not so. I am glad tha t this  man is the Di­

rector. You are the Direc tor and you are the man we must look 
to to scrutinize these applicat ions for loans to see whether or not 
the loans are worthy of approval or disapproval, is tha t right?Mr. Costanzo. T hat  is righ t.

Mr. Passman. Than k you very much, let us not elaborate.
My apologies.
Today I  will direct my questions to you and le t Mr. Pet ty listen. He 

knows I mean that  about half  way humorously.
(Discussion off the record.)

comparison, or this tear’s and last tear’s request

Mr. P assman. I know that  there can be an awful lot of elaboration 
on the question I am going to ask, and if you want  to elaborate put  
it in the record.

I  just want something to compare last year to this  year. Las t year 
I believe in the budget at this  time of the year, the tota l amount was 
requested in the way of a supplemental in the  amount of $205,880,000, 
is that correct ?

Mr. Costanzo. $205,880,000, yes, sir.
Mr. P assman. $205,880,000. I f we want to contras t th at figure with  

the total amount we pulled out of the budget  so f ar  thi s year, we find 
this year  is $986,760,000 for the  supplemental,  the regu lar request, and 
proposed legislation, is tha t correct ?

Mr. Costanzo. F or this Bank it is only $486 million.
Mr. P assman. What is the other $500 million ?
Mr. Costanzo. I  am not sure what you are refe rring to, Mr. 

Chairman.
Mr. P assman. You have $50 million for fiscal year 1972. You have 

$450 million proposed for fiscal year 1972. You have a supplemental 
request for $486,760,000.

Mr. Costanzo. That is correct.
Mr. P assman. So tha t adds up to $986,760,000 compared to $205,- 

880,000 tha t we picked out of the budget this time last year, is tha t 
correct ?

Mr. Costanzo. The total  for this  year represents both the 
supplemental-----

Mr. Passman. I know that perfectly . The tota l was $205,880,000. 
Isn’t that what  was in the budget las t year ?
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Mr. Costanzo. That  is ri gh t; yes, sir.
Mr. Passman. Thank you very much. I  thought it would be that 

way. This year ’s tota l, and we are talk ing about the aggregate , is 
about four-and-a-hal f times tha t of last year; is tha t right?

Mr. Costanzo. For  2 fiscal years; yes, sir.
Mr. Passman. Thank  you very much.
We will take a b rief  recess, and we will be back a fte r we answer th e 

bells.
(Recess.)

LOANS MADE TO MEMBER COUNTRIES

Mr. Passman. The committee will be in order.
Mr. Directo r, would you place in the record at this point  the tota l 

showing the amount of loans each member country has received from 
the three windows of the Bank ?

Mr. Costanzo. Yes, sir.
Mr. P assman. To be more specific, Ordinary Capital, Fund For 

Special  Operations, and Social Progress Trust Fund.
(The  information follows:)
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MEMBER COUNTRY SUBSCRIPTIONS

Mr. P assman. Would you also provide a table showing what amount 
each member country has contributed to the various windows o f the 
Bank, indicate what percentage each amount represents of the total 
amount and also include another column showing the amount tha t is 
paid in in dollars and the amount paid in in local currency.

(The info rmation follows:)
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IDB ASSETS AND LIAB ILITIES

Mr. P assman. Then in a concise or condensed form list your assets. 
No. 1, cash on hand; No. 2, funds invested, including the interest because it becomes a part of the income, does it not ?
Mr. Costanzo. Yes, sir.
Mr. Passman. And No. 3, your accounts receivable; No. 4, real es­tate  ; No. 5, fixtures; No. 6, miscellaneous.
In  this manner we will get the grand  total.
Then if  you will, give us another  table showing your liabilities.
(The information follows:)



In te r -A m e ric an  D ev el opm en t Ban k A s s e t s  an d L ia b il i t ie s , 
a s  of  D ecem b er 31, 1970 (in  m il li o n s  of  U .S . d o ll a r equ iv a le n ts )

O rd in ar y
C ap it a l

Fu nd fo r
S p e c ia l O p era ti on s

I.  A s se t s
1. C as h  on Ha nd 39.1 21 0.3
2 . In vest m en ts 6 6 7 .5 3 .9
3.  L o an s O uts ta ndi ng 6 6 1 .5 604. 1
4 . A cc ou nts  R e ce iv ab le 2 8 .7 1, 5 37 .7
5. R e a l E st a te 9 .0 - -
6 . S p e c ia l R e se rv e 2 5 .6 --
7 . M is ce ll an eo u s 16.0 0 .4

•8 . T o ta l 1_/ 1 ,4 4 7 .5 2, 3 5 6 .4

IL  L ia b il it ie  s
1. Fu nde d Deb t 91 5.1
2.  A cc ounts  P ay ab le 17.9 0 .3
3. M is ce ll an eo u s 1 .9 2 .9
4 . S p e c ia l R e se rv e 2 5 .6 - -
5 . G en era l R e se r v e 9 8 .5 25. 1
6.  P a id -I n  C ap it a l 3 8 8 .5 2,  328.0
7 . T o ta l 1 / 1, 4 4 7 .5 2, 3 5 6 .4

17  E xc lu din g $14.0  m il li o n  in  S ta ff  R e ti re m e n t P la n  a s s e t s  se g re g a te d  
an d hel d  in  t r u s t .
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Mr. Passman. I  am sure my very able colleague, Mr. Roybal, had 
the same thing in mind.

Mr. Roybal. Yes, I did.

ORDINARY CAPITAL ACCOUNT

Mr. Passman. T o make a quick record, let us look at the ordina ry 
capi tal account. This account consists of the paid- in capita l and the 
callable capital, is th at correct ?

Mr. Costanzo. Yes, sir.
Mr. Passman. Will you tell us how much the United States  has 

contributed to each port ion. Can you pull it off the top of your head, 
the g ran t total?

Mr. Costanzo. The U.S. contribut ion to paid- in capi tal totals  $150 
million.

The U.S. subscription to callable capital is $1,023,500,000. The to tal 
on both accounts, the U.S. subscription  to ordin ary capital , is 
$1,173,500,000.

Mt. Passman. When you look at  th is callable capital of $1 billion, 
are you asking to have tha t increased this year ?

Mr. Costanzo. Yes, sir.
Mr. P assman. The $1 billion callable capital is to be used in case of 

an emergency, o r the tightening up of receipts because you had some 
extraordinary circumstance developing to where you needed money 
and you had depleted vour reserves we referred to earlier, then you 
could call on this  callable capi tal to meet your obligations, could you 
not?

Mr. Costanzo. In  that kind of circumstance, we could.
Mr. P assman. Tha t is the purpose or one of the purposes, is it not?
Mr. Costanzo. I f the Bank cannot meet its  obligations.
Mr. P assman. Th at is right.
Tha t is one of the purposes.
Mr. Costanzo. That is righ t.
Mr. Passman. Wh at is the actual—let us say, the contingent liabil ­

ity of the Bank ? Not your direct liabilities  which you will list in a rec­
ord, but what are your contingent  liabilities that would require a 
billion dollar  reserve?

Mr. Costanzo. I am not sure of the real meaning of your question. 
There is a funded debt of $915 million, which if the Bank could not 
make good on when it matures then the callable capital could be used. 
This  debt is owed to the individual bond purchasers in the private 
market and sometimes to foreign governments.

IDB INVEST MENT ASSETS

Mr. P assman. One t ime you had some invested in U.S. bonds, did 
you not?

Mr. Costanzo. Those are the investment assets of the banks. There  
are some invested in U.S. banks.

Mr. Passman How much is invested in U.S. securities?
Mr. Costanzo. At the moment Ordina ry C apital  holds a total of $17 

million in U.S. Government securities and the Fund For Special Oper­
ations owns $3.9 million in U.S. Government securities.
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Mr. Passman. $3,900,000.
Mr. Costanzo. Yes, sir.
Mr. P assman. You do recall, of course, the incident involving the 

Asian Development Bank. The Asian Development Bank was wor­
ried about receiving applications to absorb the  amount of capital they 
had to loan. We do recall tha t in the Bank’s first year’s operation 
they took money tha t we actually  gave them in grant aid and the 
United States  then borrowed the money back from them a t 6 percent.

Do you recall tha t operation 2 years ago ?
Mr. Costanzo. I am not famil iar with th at operation.
Mr. Passman. Read the record, and you will find this is true. That 

is in the record.
You do not have anything like tha t in this operation, do you ?
Mr. Costanzo. No, sir.
Mr. P assman. Thank you.
We have had to tighten up our own economy and in many cases 

our country or our Government has committed itself to domestic 
projects fa r in excess of the amount of revenue in sight  than we find 
we are borrowing money we have given away to multi latera l orga n­
izations. With this callable cap ital backing up any money you borrow, 
would it  be reasonably easy to go out in the p rivate sector and borrow 
money ?

Mr. Costanzo. Yes, sir. That is in fact what happens  to a large 
extent.

Mr. Passman. I t should happen to a grea ter extent. Do you find it  
easy to borrow the money vou need ?

Mr. Costanzo. Tha t depends on market conditions at par ticu lar 
times.

Mr. P assman. Then i t is reasonably easy.
Mr. Costanzo. Yes.

IDB BORR OWINGS

Mr. Passman. At  th is p arti cular time are you able to go in  the free 
enterpr ise sector and do that ?

Mr. Costanzo. We are doing tha t next week in Holland .
Mr. P assman. At what ra tes ?
Mr. Costanzo. At the market ra tes generally comparable to triple  A 

corporate  securities in th is country.
Mr. P assman. Wh at is the actual rate a t this  time?
Mr. Costanzo. I n the D utch issue righ t now in Holland at a coupon 

rate of 8 percent. In  the U.S. market  last fall the Bank issued its 
bonds at a total cost to the Bank of about 8% percent.

Mr. P assman. W hat is the present rate tha t is being offered?
Mr. Costanzo. I t depends on market conditions at any time.
Mr. P assman. You have market conditions  of today?
Mr. Costanzo. I t would probably be something less than  8 percent.
Mr. P assman. You still pay that much for money?
Mr. Costanzo. Yes.
Mr. P etty. For 25-year trip le A bonds.
Mr. P assman. What does the U.S. Treasury  pay ?
Mr. P etty. We have none tha t long at the  present  time.
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Mr. P assman. What is the longest ?
Mr. Petty. O f the current borrowings, there are some for 5 years 

at a little over 6.
Mr. P assman. Is that right?
(Discussion off the record.)
Mr. Passman. Of course, Mr. Director,  I am thinking  in  terms of 

the great demand upon our Government for aid to domestic programs. 
Of course, there are c ertain programs in ou r country th at should come 
before similar programs in other countries.

We just wondered if  we could work with you people and to ask you 
to please recognize that we have other problems to  contend with, o ther 
than  just requests for foreign aid and assistance. I t may behoove you 
to go a little  slow. We have waited for a long time to get started on 
some of these programs. I  do not know why we take the posi tion t ha t 
they must be finished yesterday. I wish you would try  to slow th is 
down a little because we are  going to have to look long and hard at 
some of these requests before the Congress in orde r to take care of  our 
own people. I do hope, Mr. Director, tha t you will make it abundantly 
clear to these people, even though you have these nice meetings, and 
enjoy the social side of it, as well as the  business side of it, tha t it  is 
not at all difficult to get an authorization bill from the various com­
mittees involved, b ut the plans tha t you discuss are  predicated on a 
subsequent appropriation.

There is no legal obligation on the Congress to appropriate tha t 
money.

I t may be there will be some reductions. So be prepared to renegoti­
ate. I  do not th ink there will be any people jum ping  out of windows or 
shooting you if you p ut tha t kind of message over to them because tha t 
may be what we will be confronted with  this year.

LOAN REPAYMENTS

I  assume tha t another source of loanable funds comes from the loan 
repayments.

Mr. Costanzo. Yes, sir.
Mr. P assman. Could you place-in the record at this point the repay­

ments o f your loans by year since the incept ion of the  program ?
Mr. Costanzo. Yes, sir.
(The inform ation follows:)
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Mr. Passman. Wha t is the estimated repayments  for fiscal year 1972? J
Mr. Costanzo. I would have to look that  up.
Mr. Passman. We will take fiscal year 1971.
Mr. Costanzo. In calendar year 1970, the actual repayments on loans in the ordinary capital were $66.3 million.
Mr. Passman. At tha t time you had fewer loans outstanding. How about fiscal year 1971 ?
Mr. Costanzo. I  do not have it for calendar years  beyond 1970.Mr. Passman. Could you give the total amount of payments ?Mr. Costanzo. Yes, sir.
Mr. Passman. Because these three windows are a bit confusing. What is the total  for  calendar year 1970 ?
Mr. Costanzo. $106.7 million.
Mr. Passman. Whatever window this happened to  fall in, that  was available fo r new loans?
Mr. Costanzo. That is right.
Mr. Passman. Do you have an estimate for 1971 ?
Mr. Costanzo. I  do not have tha t with me, but I will supply it for the record.
Mr. Passman. It would be higher than 1970 ?
Mr. Costanzo. Yes.
Mr. P assman. Would i t be correct for the committee to assume that  1972 will be higher than 1971 ?
Mr. Costanzo. Yes.
Mr. P assman. You will have this substan tial amount from repay ­ments tha t you can reloan.
Mr. Costanzo. Except in the Social Progress Trust Fun d where the repayment is not  used in making  loans. Bu t that  has been taken into 

account in the program projections. , <• ,Mr. P assman. Considering your request, the committee, can take into account you have certain  available funds  from repayments with which you can finance new programs, and the committee can cut.
Mr. Costanzo. Yes.
Mr. P assman. Thank you very much.
Mr. Petty. We take tha t into account in making the  request.Mr. Passman. You always say sure, we would have asked fo r more 

if  we did not have tha t. Tha t is one of  the old runarounds, is tha t right ?
Let me put it this  wa y: Had  it not been for the repayments then you would have had to ask for more money to finance what you pro­pose for the fiscal year 1972; is that  right ?
Mr. P etty. Yes.
Mr. Passman. We get that same argum ent every year.
Mr. P etty. The committee may be inte rested in how we make the request.
Mr. Passman. If you will pu t something in the record.
Mr. P etty. I  would be happy to.
(The information follows:)

Appbopbiat ions Request

The request for appropriations is based on the  amounts agreed to be provided under the total IDB replenishment plan. The relevant portions of the analysis of
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Ordinary  Capital requiremen ts from  the  Apr il 1970 R epo rt of the  Bank’s Exec­
utive Directo rs a re  shown below, ind ica ting the manner in  which repayments  and 
oth er flows are  taken into acco un t:

The size of the  incre ase in both paid- in a nd  ca llab le ord inary cap ita l resources 
and the  timing thereo f must be app rais ed in the  light of the  Bank’s a uth orized  
and projected ord ina ry operations. As of December 31, 1969, cumulat ive total  
dol lar  and  non-member curre ncy resources of the  ord ina ry cap ita l cons isted  of 
$269.2 million  paid -in capital and  the  equ ivalent of $767.2 m illion of borrowed 
funds, again st which a to ta l of $1,166.7 millio n in loans had been committed. 
Taking into  account $154.9 million of sales of partic ipa tions and repa yments 

on loans, dol lars  and  non-member currencies ava ilab le for  commitment on th at  
da te a mounted  to approxima tely  $24.6 million.

Currencies  of the  La tin  American  countries , represent ing  the  local currency  
port ion of their  paid -in cap ital , amounted to the  equivalent of $119.2 mill ion at  
December 31, 1969. At th at  date , af te r tak ing  into acco unt the  $23.5 m illion  of 
loan  repay ment , the  equ ivalent of some $127.4 million in such currencies  had 
been committed, leav ing a balance equivalent to abo ut $15.3 million.

The tot al callable  cap ita l presently subscribed is $1,893,775,000, of which 
$817,640,00 has  been subscribed by the  Uni ted States.  Aga inst  thi s amoun t the 
Ban k had incurred a funded debt of $767,163,000 at  the  close of 1969, leaving 
under the  Bank’s commitmen t not  to assume oblig ation s in excess of the  U nited  
Sta tes  subscrip tion a borrowing capacity  of $50,194,000, af te r provision for  por­
tions of loans sold und er gua ran tee . Af ter  the  subs crip tion  in 1970 to the  second 
quota of the cal lab le cap ita l increase  approved in 1968, the  t otal  c allable cap ita l 
will incre ase to $2,374.5 millio n and the  United Sta tes  subsc ription will increase  
by $205.9 million, with the  unused port ion of th at  subs cription rising to $256.1 
million.

I t  is. clear from  the preceding cha pte r th at  the  Bank faces in the  y ears ahead 
th e expanding needs of its  members for  loan  fun ds from its  o rdinar y resources, 
reaching an average annual loan volume in the range of $300-$350 million  in the  
1971-75 period. In  ord er to fulfill  the  expanded loan  prog ram foreseen, borrow­
ings  would be requ ired in subs tan tia l amounts d uri ng  the period. Assuming addi­
tional  borrowing  at  norm al rates,  borrowing  capacity will be sub stantially 
exhaus ted  well before the  end of 1971, notwithstand ing  the  pending increase  re­
fer red  to in the  p reced ing parag rap h. To ma intain  the desi rable lending level in 
the  yea rs from  1972 to  1975, inclusive, it  is  the refore  necessary  to t ake measures 
as soon as possible to authorize an increas e of $1.6 billion  in the  callable  ca pit al 
stock. Subscriptions to the increase of both p aid- in and callable cap ita l would be 
dis trib uted among the member countrie s in propor tion  to their present subs crip ­
tions as shown in tab le VII , with annual ins tal lment s as shown in tab le VI II.

Once the  Bank receives add itio nal  paid-in and  callab le cap ita l resource s i t w ill 
be able to embark on an expanded  loan program.  Loan principal  recoveries per 
year of $60 million in  1971 wi ll increa se by 1975 to $130 million  and,  to gether  with 
paid-in capi tal, will provide a significant share  of the  $300-$350 million ann ual  
average  tar ge t for  loan commitm ents dur ing  the  period. The  net borrowings 
necessary to sus tain the balance of the  loan  p rogram will, i n themselves, be made 
possible thro ugh  1975 by the  proposed callable  cap ita l increase, although thi s 
debt will  effectively exhaust  the  Bank’s borrowing capa city  by the  end of th at  
year.

LOAN CANCELLATIONS

Mr. Passman. T ha t is really funny. We hear tha t every y ear from 
each of the 27 spigots. “I f  it had  not been for the repayments,  we 
would have had to ask for more.”

I f  we turne d a ll the  assets of America into cash, we would not have 
sufficient funds to do everything labeled desirable. So we have to be 
reasonable. Would you place in the record a list indicating  the loans 
which have been canceled by year since th e inception o f the  program, 
Mr. Director? £ . [ v "

Mr. Costanzo. Yes.
(The  inform ation follows:)
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Mr. Passman. Would you tell the committee at this  time the ag­
gregate  of the cancellations for calendar 1970?.

Mr. Costanzo. Yes, sir.
In  1970 the aggregate amount of cancellations was $4.5 million. 

Two loans were canceled in  th eir entirety .
Mr. P assman. And o thers reduced ?
Mr. Costanzo. Yes, sir.
Mr. Passman. Of course, we would assume, then, tha t if this tren d 

were to continue there would be some funds  available from cancel­
lations  o f a few million dollars, is tha t correct?

Mr. Costanzo. There would also be some reductions in loans as the 
cost estimates are firmed up, yes, sir.

Mr. P assman. Yes.
So if  we had time to put  all these little pieces together and take 

an adding machine and add them up, there  is a lot of little  money 
to be picked up that in an emergency could be used to finance other 
loans.

Mr. Costanzo. We have taken all that into account.
Mr. Passman. I  know you have. But it follows nevertheless there is 

money coming in.
Mr. Costanzo. Yes, sir.
Mr. P assman. I f  we did  not ask these questions we would not know 

about it. Is  tha t a fa ir statement ?
Mr. Costanzo. I t is a question of the presentation we make. We did 

take into  account all of these.
Mr. P assman. I know.
1 wan t you to say t ha t as of ten as you want—and we will discount 

as much as we want to—it follows nevertheless that when you put this 
together it makes available  addit ional  money with which you can 
finance loans, isn’t tha t righ t? That is a fa ir statement, isn’t it?

Mr. Costanzo. We did take i t into account.
Mr. Passman. I  know you took it into account. You did not answer 

my question. You do have the money I mentioned tha t can be used.
Mr. Costanzo. And will be used.
Mr. Passman. We hope not but you can use them.
Mr. Costanzo. Yes, sir.
Mr. P assman. Your plans are to use it?
Mr. Costanzo. Yes, sir.

IDB ADM INISTRATION BUDGET

Mr. P assman. Please provide for the  record a copy of your adminis­
trat ive  budget for  the  c urrent and the past 4 fiscal or calendar years, 
whichever way you would p refer.

Mr. Costanzo. Yes, sir.
(The  information follows:)

6 0 -2 0 8  O - 71 -  p t.  1 - - - 2 1



In
te

r-
A

m
er

ic
an

 D
ev

el
o

pm
en

t 
B

an
k 

C
on

so
li

da
te

d 
A

d
m

in
is

tr
at

iv
e 

B
ud

ge
t 

E
xp

en
se

 o
f 

th
e 

O
rd

in
ar

y
 C

ap
it

al
, 

F
un

d 
fo

r 
S

pe
ci

a
l 

O
p

er
at

io
n

s,
 

an
d 

S
oc

ia
l 

P
ro

g
re

ss
 T

ru
st

 F
un

d,
 

(i
n 

th
ou

sa
nd

s 
of

 
U

.S
. 

d
o

ll
ar

 e
qu

iv
al

e
nt

s)

B
ud

ge
t

1,
 

B
o

ar
d

 o
f 

G
ov

er
no

rs
19

67
“1

52
77

19
68

72
57

0
19

69
 

23
7.

 3
19

70
“5

0T
.7

19
71

 
“3

52
". 

0
2.

 
B

oa
rd

 o
f 

E
xe

cu
ti

ve
 D

ir
ec

to
rs

57
5.

0
63

5.
6

66
9.

7
82

7.
3

93
7.

6
3,

 
G

ro
up

 o
f 

C
o

n
tr

o
ll

er
s

--
31

.7
15

7.
5

17
6.

3
30

9.
6

4.
 

S
ta

ff
11

,0
69

.5
12

,4
28

.2
14

, 4
45

. 1
16

,2
84

.7
19

. 
68

4.
9

a.
 

S
al

ar
ie

s
7,

 6
46

.2
8,

 6
64

.5
9

,9
5

6
.8

11
,1

94
.1

13
,1

87
.2

b.
 

O
th

er
 C

om
pe

ns
at

io
n 

an
d 

B
en

ef
it

s
2

,4
0

3
.3

2,
 7

01
.6

3,
 2

41
. 9

3,
7

96
.2

4
,5

9
5

.6
c.

 
T

ra
v

el
1,

0
20

.0
1,

 0
62

.2
1,

 2
46

.4
1,

 2
94

. 5
1,

 9
02

.1
5.

 
O

th
er

 A
d

m
in

is
tr

at
iv

e 
E

xp
en

se
2

,5
44

.1
3,

1
68

.5
3

,5
9

3
.7

4,
 5

16
.6

5,
 2

56
.8

a.
 

C
om

m
un

ic
at

io
ns

52
0.

7
54

1
.8

60
5.

1
65

9.
9

68
3.

4
b.

 
O

ff
ic

e 
O

cc
up

an
cy

84
6.

4
1,

 1
07

.3
1,

 3
14

.1
1,

 6
31

.1
2

,0
0

7
.2

c.
 

P
u

b
li

ca
ti

o
n

s 
an

d 
P

ri
n

ti
n

g
25

5.
6

23
7.

8
31

9.
3

38
9.

4
43

7.
0

d.
 

S
up

pl
ie

s 
an

d 
E

qu
ip

m
en

t
32

6.
7

54
7.

3
55

0.
4

67
9.

8
77

1.
2

e.
 

C
o

n
tr

ac
tu

al
 S

er
v

ic
es

45
0.

1
50

9.
7

55
0.

4
91

5.
2

1,
 0

44
. 7

f.
 

M
is

ce
ll

an
eo

us
14

4.
5

22
4.

6
25

4.
5

24
1.

1
31

3.
3

6.
 

F
ie

ld
 O

ff
ic

es
2,

 3
76

.9
2,

 7
03

.1
2,

 7
55

.8
3,

1
42

. 9
3,

 6
72

.8
7.

 C
on

ti
ng

en
ci

es
—

--
—

--
31

0,
0

8,
 

T
ot

al
16

, 7
48

.4
19

,1
95

.2
21

, 8
59

.1
25

, 
34

8.
 6

3
0

,5
2

3
.7



321

Mr. Shriver. I f the chairman will y ield, is there any place in this 
mater ial where wTe can see your administrative budget ?

Mr. Costanzo. I n the financial statements for each window’ of the 
Bank, the actual expenditure for  1969 and 1970 are shown.

Mr. Shriver. On the first page. This  one.
Mr. Costanzo. I am sorry.
Mr. Shriver. Where is it?
Mr. Costanzo. In  connection with pages which I  thought were made 

available to  the committee. The financial statements of the  Bank.
Mr. Shriver. In  o ther words, the committee was supplied with one 

copy.
Mr. Costanzo. I  am not sure, Mr. Shriver .
Mr. Shriver Th at is all.
Mr. P assman. Tha t would be the same as taking  a course in Chinese 

charac ters and loaning to us one of their adding machines. You would 
have to be a CPA and experienced auditor to go throu gh this and be 
able to pick it  rig ht now.

(Discussion off the  record.)

ASIAN  DEVELOPMENT BANK

Mr. Passman. I  have found in the hearings the incident involving the 
Asian Development Bank. This is on page 274, pa rt 1, of our hearings 
for fiscal year 1969.

Mr. Passman. I  am interested in how much money the Bank reloaned to the 
United States out of wha t we advanced.

Mr. Petty. $20 million.
Mr. Passman. Isn’t th at a nice package? We make a contribution to the Asian 

Development Bank of $40 million. We ar e getting no interest on t ha t; are we?
Mr. Petty. No, sir.
Mr. Passman. Then the Asian Development Bank takes $20 million of our 

subscription, turns around and lends i t to Uncle Sam. Then Uncle Sam pays the 
Bank 6-percent inte rest  on what we originally gave them. Is tha t the way it 
works out?

Mr. P etty. Yes, si r; tha t is correct.
Mr. Passman. I wish someone would read that.

letter of credit procedure

Mr. P etty. As the  chairman knows, we have adopted the procedure 
of making our subscriptions for these institutions, beyond the initia l 
capital  subscrip tion, payable by letters of credit. So the init ial start 
up expenses are not charged up against the capital.

Mr. Passman. Did I  read tha t correctly ?
Mr. Petty. You did indeed.
Mr. Passman. We gave funds to them and borrowed it back for 6 

percent. That is what  matters.
Mr. P etty. Th at is the point I am responding to. Because of the 

views of  this  committee, we adopted for  most cases, a procedure by 
which the paid- in contribution  are made in the form of letters of credit. 
So that except for  the  in itial  s tar t up expenses, tha t would not be the 
case.
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Mr. Passman. I realize that. But  this is a terrible thin g for people 
to do, to come before a fr iendly committee and for lack o f time to go 
into every detail we overfund you in a great many instances all over 
the world. This is just  one instance. We cannot examine on 4,416 
projects in 99 nations and four territories  of the world. So we look a t 
this one. Where you make a request and a sympathetic committee did 
not cut it, but they so overfunded this Bank tha t we borrowed funds 
from them at 6 percent. At least we should have gotten it interest free 
since we gave it free.

Mr. P etty. Some was deposited in commercial banks, Mr. Chair­
man.

Mr. Passman. It  may be. I am talking about only Uncle Sam. I 
read it correctly.

Mr. Petty. You did, indeed.
Mr. P assman. We gave it free and we borrowed it  back at  6 percent.
Mr. Petty. We needed resources against which to make future  

commitments, yes, sir.
Mr. P assman. If  this was Thursday,  I bet you would bet it was 

Friday.
Mr. Petty. Not on this side of the table, Mr. Chairman.
Mr. P assman. Mr. Shriver .

IDB  OFF ICES

Mr. S hriver. Thank you, Mr. Chairman.
Where are the Bank’s offices ?
Mr. Costanzo. The headquarters  are  in Washington. The Bank has 

offices in each of the member countries, except two. There is a repre ­
sentative  and a small staff for inspection and supervision problems.

Mr. Shriver. I notice fo r office occupancy you are spending in 1970 
$701,000. That is rent, I  presume.

Mr. Costanzo. There is rent. In addition  to the one building  which 
the Bank owns, the Bank is renting space in buildings  nearby.

Mr. Shriver. They own a building in Washington.
Mr. Costanzo. Yes, 808 17th Street.
Mr. Shriver, How many people are on the payroll ?
Mr. Costanzo. At the present time the Bank’s to tal staff is 1,058: 

996 are at  headquar ters in Washington, and 62 are  in the field.
Mr. Roybal. 62 are where ?
Mr. Costanzo. 62 are in the field offices.

travel expenses

Mr. Shriver. You do a lot of traveling, do you not ?
Mr. Costanzo. There is the need for traveling.
Mr. S hriver. Wha t is the total expense in 1970 for travel ?
Mr. Costanzo. In the ordinary  capital , $545,000 for travel. Also 

additional amounts charged to o ther windows. Le t me give you a con­
solidated figure. The total consolidated amount of staff travel in 1970 
was $1,294,000. That is Bank-wide, all windows.

Mr. S hriver. Between here and South America ?
Mr. Costanzo. Yes, sir.
Mr. Shriver. And around South America ?
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Mr. Costanzo. To member countries and elsewhere as required. 
That figure includes not only business travel but also appoin tment 
travel , resettlement travel—people leaving the Bank—and home leave 
travel.

Mr. Shriver. What is “other compensation and benefits” that is 
shown under your staff and under  your Board?

U. S.  TAXATION OF SALARIES

Mr. Costanzo. I can read you the categories tha t go under  that.  
Fir st, tax reimbursement which applies to U.S. staff of  the Bank.

Mr. S hriver. What  is that?
Mr. Costanzo. The salary system is on a net of t ax basis. The U.S. 

citizens pay taxes and the  Bank reimburses them for th at tax payment.
Mr. P assman. If  the gentleman would yield, I am not going to 

quarre l but just ask the question: As Director, your salary is tax 
exempt. You pay it and the Bank reimburses you; is th at correct?

Mr. Costanzo. My basic salary is expressed net of taxes. The taxes 
which I  pay  are reimbursed.

Mr. P assman. Does that apply  to all the U.S. employees w ith the 
Bank?

Mr. Costanzo. Tha t is right, sir.
Mr. Passman. They get free income tax  ?
Mr. P etty. With lower salaries.
Mr. P assman. What is your  salary ?
Mr. Costanzo. $31,000 net of taxes.
Mr. P assman. That is your net with no taxes ?
Mr. Costanzo. That is righ t, sir.
Mr. Shriver. You mean you do not pay taxes ?
Mr. Costanzo. I pay taxes and file a tax return but the amount of 

taxes on my salary is reimbursed to me by the Bank over and above 
by base salary,  which is expressed on a net of t ax basis.

Mr. Shriver. Has th is been true all along ?
Mr. Costanzo. This has been true  all along since the beginning  

of the Bank, and is patte rned on the practice in other institutions, 
such as the  W7orld Bank, Internatio nal Monetary  Fund , United Na­
tions, and other  international  organizations.

Mr. Shriver. This is revealing. Did you know tha t, Mr. McEwen?
Mr. McEwen. I  certa inly did not.
Mr. P etty. We have a statement which we submitted last year dur­

ing testimony on the legislation. It  has the history of this tax status, 
the origin of it, the operations of it, and the rationale which I will 
be happy to submit for the  record, if I  may.

Mr. Shriver. You may as fa r as I am concerned.
(The informat ion follows:)

U.S. Taxation op US.  Employees of I ntebnational Financial 
Institutions

Asian Development Bank.—U.S. citizens who are staff employees of the Bank 
pay U.S. taxes on the same basis as do a ll U.S. citizens residing abroad. They 
do not receive reimbursements from the Bank for U.S. tax  payments.

The U.S. Executive Director of the Bank and his alte rna te pay U.S. tax  on 
the same basis as U.S. residents. They do not receive any reimbursement from
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the Bank nor do they enjoy nonresident tax status even though they are resi­dents abroad.
International Monetary Fund, World Bank, and Inter-American Development Bank.—All of these institutions give the same tax trea tment to U.S. employees. This treatment is described below.

Payment of U.S. I ncome Taxes by Amebican E mployees of 
World Bank Group

American staff members of the World Bank and its affiliated organizations are not now, and have never been, exempt from U.S. Federal,  State, and local income taxes on thei r salarie s and other compensation from the World Bank Group. They pay income taxes on these and other earnings  jus t as other Ameri­can citizens.
The World Bank Group organizations were established by and operate under international trea ties  called articles of agreement signed by their  respective member countries (115 in the case of the World Bank). In accordance with general international practice, the ar ticles of each organization prohibit member countries from taxing compensation paid  by the organization to employees “who are  not local citizens, local subjects, or other local nationals.” But a member country is not prohibited from taxing the World Bank Group compensation re­ceived by its own citizens. In accordance with the Articles, World Bank Group employees who are not American citizens are exempt from U.S. taxes on their  Bank Group compensation. They are, of course, subject to U.S. tax laws as to income from sources outside the Bank Group. American employees, on the other hand, are  fully subject to Federal, State, and local income taxes on th eir Bank Group pay.
At the inaugura l meeting of the Board of Governors of the World Bank in March 1946, at Savannah, Ga., a  resolution was passed calling on the member countries of the Bank to take the necessary action to exempt, from national taxation, the salaries and allowances paid by the Bank to their  own citizens and nationals. The bylaws of the Bank include a provision, also adopted at tha t inaugural meeting, directing that “pending the necessary action being taken by members to exempt from, national taxation, salaries and allowance paid out of the budget of the Bank,” staff members shall be reimbursed by the Bank for taxes they are required to pay on thei r Bank salarie s and allowances to the coun­tries  of which they are citizens.
In accordance with tha t provision of the bylaws, the World Bank Group states all staff salarie s and other compensation on a net-of-tax basis, but pays its American employees additional amounts calculated to yield afte r taking ac­count of Federal, State, and local income taxes  on th e tota l of thei r compensa­tion (including these additiona l amounts) the same net-of-tax compensation as thei r non-American colleagues of equal pay status receive. The result  of this system of t ax reimbursement, which is  necessary to insure equitable treatment  of Americans whose pay is subject to U.S. income tax and non-American whose pay is not subject to tax, is t ha t the world Bank Group pays its American s taff members substan tially higher amounts than  its non-American employees of equal rank. For the fiscal year  ending June 30, 1970, this  meant an ext ra ex­penditure for the Group of $3,029,000 on account of Federa l income taxes, and of $582,000 on account of State and local income taxes, representing 12 percent of the Bank’s tota l payroll (including Americans and non-Americans).The tax  exemptions of staff members of international organizations are granted for the benefit of the organizations rath er than  the staff members. The exemtpion enables the organization to pay lower salaries than  it would have to pay if the salaries were subject to tax.
Reference: Congressional Record—House, December 22,1970.
Mr. Passman. I hope you keep the record. Don’t say “We take a 

lower sa lary.” That is not the purpose of this formula at all and you 
know I know it. It  is jus t the custom of international organizations 
where you have foreign  nationals  and you have local people working. 
Foreign nationals are exempt from income tax and they extend the 
same courtesy to U.S. personnel.
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Mr. P etty. T o make the salary equal between the foreigners who 
do not pay tax and the U.S. citizens who do.

Mr. Passman. That is what  I said. Don’t put so much icing on the 
cake. You know we know what it is all about. We are not quarre ling.

I t is a formula, whereby U.S. employees will have what they say is 
the same consideration as fore ign nationals,  they too are exempt from 
income taxes. I  know two sisters with simila r jobs, one working  for 
an internatio nal organiza tion and one working downtown. The one 
working downtown pays $643 in income taxes and the one working 
for  the intern ation al organization does not  pay any income tax. Since 
it is the  formula and it is legisla tion we cannot do anything about it.

If  you want the names o i the individuals, I will pu t them in the 
record.

(Discussion off the record.)

U. S.  SHARE OF ORDINARY CAPITAL

Mr. Shriver. Although the U nited  States puts up two-thirds of  the 
funds for the Fun d for  Special Operations, our percentage is going 
down. Would you anticipate the  same thing happening  to our per­
centage for the ordinary capita l ?

Mr. Costanzo. On the O rdinary Capital as it stands, no, s ir ; that  is 
a fixed percentage. However, we are discussing now a plan  to expand 
the membership of the Bank and if  that negotiation is successful th at 
would involve a reduction in the U.S. percentage and share of con­
tribu tion to the ord inary capital.

Mr. Shriver. What was the original rationa le for our contribut ion 
to the  Fu nd for Special Operations to be so much larg er than t ha t fo r 
ordinary  capital ?

Mr. Costanzo. The basic rationale was tha t this  was a fund  to be 
used for concessional loans and which would involve a transfer of 
resources from a donor country, in this  case exclusively the United 
States  to Lat in America. The main requirement was for  foreign  ex­
change in dollars, which was supplemented by Latin  contributions 
part ially  in dollars  originally but prim arily  in the ir own local 
currencies.

LOAN REPAYM ENT S

Mr. Shriver. Has there  been any income from repayments to the 
Bank other  than the old Social Progress Fun d ?

Mr. Costanzo. Yes, sir ; there  has  been already a substantial repay ­
ment on bo th funds  together of $277 million. It  is recycled in to new 
loans.

Mr. S hriver. When did the fi rst repayments begin ?
Mr. Costanzo. On the typ ical project  there  is a grace period related 

to the period of construction which migh t be 3 years or 4 years. At that 
point the  borrower begins to repay.

LOANS TO CHIL E

Mr. Shriver. On page 5 of the s tatement  you note that Cuba is not  
and could not be a member of the Bank. Chile  still is.

Mr. P etty. Yes, sir.
Mr. Shriver. How much was loaned to Chile last year ?
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Mr. Costanzo. In 1971, as I  mentioned yesterday, we have made two 
loans to Chile. Last year we did not make any loans from the Ordinary 
Capita l. F rom the Fund  for Special Operations we made one loan for 
$3 million last year.

Mr. Shriver. Are there projects pending there for bank financing?
Mr. Costanzo. Not at the moment because th e new Government is 

involved in the process of looking at its programs and priorit ies and 
has not yet developed any specific projects. So there are not at the 
moment any applications.

LO AN S TO ECUADOR

Mr. Shriver. H ow much was loaned to Ecuad or last  year ?
Mr. Costanzo. $32.3 million for a total of four loans.
Mr. Shriver. Are projects pending  there for bank financing in  the 

futu re ?
Mr. Costanzo. Yes, there are some applications  on hand which are 

being worked on by the staff.

ECU ADO REA N BOAT SEIZURES

Mr. Shriver. When one of our vessels is seized by Ecuador, what 
happens, if  anything,  relative  to the Bank ?

Mr. Costanzo. Nothing in the Bank directly  in the first instance. 
However, the position the U.S. Director will take on loan proposals 
before the Board is something on which I would have to consult very 
carefu lly with th e various agencies of the  U.S. Government involved, 
princ ipally  the State Department, in the kind of case you cited.

Mr. Shriver. Has anyth ing ever happened ?
Mr. Costanzo. The question has not arisen this  year because nothing 

has been before the Board.
Mr. Shriver. Has  it ever ?
Mr. Costanzo. Not in my tenure in the Bank the past year. I  am not 

sure about the earlier period.
Mr. Petty. This raises th e question t hat  I  was refe rring to yester­

day. When we have a problem in our b ilateral relations with another 
country,  in this case a member of the Inter-Amer ican Development 
Bank, we pursue efforts to resolve the differences throu gh our diplo ­
matic channels, through bilate ral approaches, throu gh the bilateral 
assistance program. WTe examine all the alterna tives available.

Included among the alterna tives is the multi lateral institu tion. The 
question that comes to us very frequently as a policy matter in address­
ing ourselves to the Ecuador boat seizure problem—it disturbs us 
very much—is whether the first button  we hit,  our first response, is 
to go to the Executive Director of the institution  or whether we 
pursue the issue initial ly on the bilateral route. In  the long run we 
support the Inter-American Bank because it is in the overall national 
interest  of our country in the long term. Obviously there does come 
a point where there is a tendency to look on tha t as one of the later 
buttons to push.

Mr. Shriver. You have not had occasion to with reference to 
Ecuador ?



Mr. Petty. No, sir.
Mr. Shriver. Or Chile?
Mr. Petty. We made it c lear w ith the affirmative vote the U.S. Di­

rector  gave to the two universities in Jan uary, we were not  prepared 
to support new loans to Chile, pending clarification of outstanding 
differences.

SOURCE OF FU NDS FOR LATIN  AM ERICA

Mr. Shriver. You said the IDB and the World Bank represent  a 
major  propo rtion of external finance in Latin  America. What is the  
proportion ? You can put  it in the record.

Mr. Petty. Roughly 90 percent of the savings and capital expendi­
tures in Lat in America come from the count ry itself. Overall, about 
10 percent comes from externa l sources, including the World Bank 
and IDB.

It  is clearly the margin of assistance tha t is so important.
Mr. Shriver. What you are saying  is tha t the Inter-American De­

velopment Bank and the World Bank represent 10 percent.
Mr. Petty. And other official aid. I can give you the exact figure.
Mr. Shriver. Why don’t you put a statement in the record.
(The information follows:)

Official Aid

The at tached table provides a breakdown of development assistance by major 
institu tions and the assistance reported to the Development Assistance Com­
mittee (DAC) by Western European countries, Canada, Japa n and Austra lia.
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Mr. Costanzo. The World  Bank and IDB  are making about the 
same level of development loans to Latin America. AID is the o ther 
major U.S. agency involved and it is doing at the present time sub­
stant ially  less th an the World  Bank and IDB  individually are doing 
in La tin America.

ELIGIBLE IDB BORROWERS FROM  FSO

Mr. S hriver. On page 8 of the statement you mentioned the cr iteria 
used to determine the countries eligible for loans from the Fun d for 
Special Operations. Would you l ist those countries which are eligible? 
You can do tha t for the record.

Mr. Costanzo. Mr. Shriver, all the member countries are eligible 
for loans from the Fund  for Special Operations. The crite ria arc 
designed to distinguish between the countries in a stronger position, 
which can take more of the ir total externa l loans on h ard  terms, and 
those in weaker positions, which need more concessional terms. It is a 
question of establishing the degree of concessional support.

Mr. P etty. An important feature  of the replenishment of the Fund 
for Special Operations that is before the committee today, is t ha t it 
responds to the views of Congress and our discussions and our at ti­
tude. In the last negotiation  a year ago through the Executive Board 
and through the Board of Governors, we obtained an agreement on 
the par t of the Lat in countries, the richer Latin countries, to under­
take an act of self-denial, if you will, of countries like Venezuela, 
Mexico and Argentina  to lessen their call on the fund as a way of 
making more of tha t soft resource available to the poorer countries 
in Lat in America. As a mat ter of fact, we obtained through the Ex ­
ecutive Board, throu gh the Latin Americans, agreement to the view 
of the U.S. Government conveyed as a result  of the congressional 
soundings, and the executive branch.

Mr. Constanzo. We obtained an agreement and the Board is work­
ing on a revision of the crite ria to make them much clearer and more 
stringent so tha t the poorer countries get the main benefit of the  soft  
terms.

STAF F LOAN  PROGRAM

Mr. Shriver. Would you explain fur ther the result of the inquiry 
into the staff loan program  you mention on page 12 ?

Mr. Costanzo. Yes, sir ; as a result of the discussion in Congress 
last year, this mat ter was reviewed by the Board  of Executive Direc­
tors. Tha t review has not been completed, in part because we had a 
change in presidency at the Bank. As you may know, that  program 
has three components, one of which is insta llation loans—where a 
person can get a sala ry advance up to 1 month’s salary, repayable in 6 
months when he enters employment of the Bank. The Board of Execu­
tive Directors in its first review set a limit on the amount of those loans 
outstanding in the amount of $60,000; but otherwise decided to con­
tinue the program as something essentially re lated to new employment 
and available on a one-time-only basis.

The second and largest  component of the loan program was for 
housing loans where up to 6 months salary  could be obtained, repay-
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able in 3 years. On that , the Board review is not yet complete. There 
have been considerations  of  various al ternatives, b ut we are currently 
think ing of a system which would set limits on the amount and would 
exclude the Directors and senior staff. But t ha t discussion is continu­
ing and is being discussed with  the new president o f the Bank. I  hope 
shortly  we could have something by way of a concrete proposal for 
change. The thi rd component of the program is emergency advances 
to the staff. That program has now been limited to staff with a salary 
below a certain maximum level, and the funds  available for this pro­
gram have been limited to $40,000, which was obtained by the Bank 
as a rebate on group insurance policies and which is attributable to 
some of the staff, pas t and present. Rather than  to  th ink of any other 
disposition of this rebate, it was set aside as a fund  which could be 
used for these emergency advances on the basis of a clear and compel­
ling need, and limited to $40,000.

• IND EPENDENT AUD IT MECHANISM

Mr. Shrtver. Would you also comment on the establishment o f an 
independent program aud it mechanism mentioned on the same page ?

Mr. Costanzo. Th at was established throu gh the Selden amend­
ment, an internationa l group of auditors, one from the United  States, 
one from the larger Lat in American countries, and one from the 
smaller countries, independent of the president and management of 
the Bank, repo rting  directly to the  Executive Board, to conduct audits 
and evaluations of any act ivity—prim arily  loan activity , but any other 
activity within the Bank. That group began work. Tt was hampered 
somewhat and delayed because the U.S. member became i ll and had 
to resign and it took some time to replace him.

They have done two studies: One of all the Bank’s operations  in 
Venezuela and one of Paraguay . They are currently  engaged in a 
study of all of the Bank’s activities in education. They operate  inde­
pendently. They submit th eir reports directly to  the Board, which then 
reviews and on the basis of things pointed out in those reports , in­
structs management to take remedial measures as may be indicated or 
reconsiders policy.

Mr. Shriver. Than k you.
Thank you, Mr. Chairman, tha t is all.

LEGAL BASIS FOR STAFF LOANS

Mr. R oybal. I  would like to follow along the lines of the preceding 
questions. I  would like to know under what auth ority are loans made 
to the staff.

Wh at specific autho rity do you have in the law that  makes it pos­
sible for a bank  th at is supposed to  dedicate its resources to the devel­
opment of La tin  America to make it possible to make loans to the 
staff under the  conditions that you have outlined.

Mr. Costanzo. I  would have to consult legal counsel on th at  for the 
firm reply. I  would sav tha t the  funds used for th is program were not 
the capital  funds  of th e Bank. The funds used were funds generated 
through net income of the Bank  and therefore did not directly reduce 
the amount of funds  available for loans.
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Mr. Roybal. Isn ’t it true  tha t the net income of the Bank is the 
result of money made available by the  United  States  and other  coun­
tries ?

Mr. Costanzo. Yes.
Mr. R oybal. Tha t net income is the sole property of the Bank.
Mr. C ostanzo. As I  say, I would have to consult counsel on this.
The general way in which this was done was th is was a program 

related to staff remunerat ion and benefits. I might also add tha t in 
adopt ing the program the Bank simply proceeded in the way which 
was already started by other simila r agencies. It  was felt tha t this 
Bank should do the same for its personnel.

Mr. Roybal. If  you have any authority  to do this, there  is no ob­
jection. I f tha t authority was just something tha t was acquired s imply 
because of custom then  I  think we have to  reexamine the situation .

Why can’t the Bank make available  some kind of a guarantee pro ­
gram so tha t the individual in question will go to the bank in his 
neighborhood and get th at loan with the amount being guaranteed by 
the Bank i tself. That way he will be dealing directly with the commu­
nity. He will be a p ar t of the economic li festream of th at community. 
In my opinion, it would be a more acceptable situation than the one 
(hat has been described by you.

Mr. Costanzo. Mr. Roybal, I thin k if the Bank issued guarantees 
it would impinge even more on the capital funds of the  B ank and the 
Bank’s capacity  to make loans. Under the Bank’s charter any guaran­
tees issued by the Bank are chargeable to the callable capital  of the 
Bank.

Mr. Roybal. F irs t of all, we have to find out what your authority is. 
Then if you do have legal authority , then let us try  to determine 
whether or not this is the  best way of hand ling the situation.

Mr. Costanzo. I would say thi s was done under the general a uthor­
ity of the  Bank to make rules, to determine compensation for staff, et 
cetera. And considered in tha t way, as a part of the treatment and 
remunerat ion of the staff. I will supply additional information for 
the record.

(The information follows:)
The General Counsel of the Bank has provided the following informat ion: The 

program of financial assistance to employees through loans was set up under 
the authority granted  by article VIII,  section 5, of the agreement establishing 
the Bank for the employment of officers and staff and for the determination of 
the conditions of the ir service. Among other things, subsection 5(e)  provides 
“The paramount consideration in the employment of the staff and in the deter ­
mination of the conditions of service shall be the necessity of securing the high­
est standards of efficiency, competence, and integrity . Due regard shall be paid 
to the importance of recruiting the staff on as wide a geographical basis a s pos­
sible.” Under artic le VIII, section 3 of the agreement, the Board of Executive 
Directors has basic responsibility for the conduct of the Bank’s operations (sub­
section (a ) ) and specifically shall determine the basic organization of the Bank, 
including the number and general responsibilities of the chief administrative  and 
professional positions of the staff, and shall approve the budget of the Bank 
“ (subsection ( i) ). In conjunction with the management of the Bank, the Board 
has considered tha t a program of limited financial assistance to staff members, 
especially in connection with thei r relocation to Washington, was essential to 
obtaining the necessary caliber of employees and particularly to securing em­
ployees from the Latin  American countries. In effect, the financial assistance 
granted has  been in the form of advances of salaries repayable by monthly de­
ductions over restric ted specific periods of time, with intere st on all except purely 
temporary advances.
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Mr. Roybal. Are the 1.058 members of the staff eligib le for loans? 
Mr. Costanzo. On the basis presented. When they enter employment 

for the first time, they would be eligible for 1 month’s salary advance 
for installation expenses. For housing, if  they are purchasing  a house, 
under the present rules they are eligible to submit an application to a 
committee which would determine whether or not there was a need 
and decide whether or not to grant  a loan.

APPROVAL OF ST AF F LO ANS

Mr. R oybal. My unde rstand ing is that in the past it was str ictly up 
to the President of the Bank to make t ha t determination .

Mr. Costanzo. No. sir. There  i s a Financ ial Assistance Committee 
headed by an Executive Director to which applications were made.

Mr. Roybal. To your knowledge how many applications were re­
jected insofar as housing was concerned ?

Mr. Costanzo. I  do not know. B ut I  can tell you how many loans 
are ou tstanding.

Mr. R oybal. Can you also tell us at what percent the loans are made ?
Mr. Costanzo. Yes, sir . The housing loans are made at 6 percent 

currently.
Mr. Roybal. Very good.
Mr. Costanzo. The total  number of loans outstanding, I am sorry 

I will have to add up.
In  1970 the  total number of loans o f all kinds made under  this  pro­

gram were 95 in the total amount of $240,000. The total of loans out­
stand ing o f all kinds at the end of the year were $353,000. That had 
come down somewhat from 1969 when the total -was $375,000.

Mr. Roybal. Will  you supply for the record information tha t will 
tell us how many of the 1,058 employees have received loans from the 
Bank?

Mr. Costanzo. I can do tha t.
Mr. R oybal. And then the  fu ll amount th at was loaned to them.
Mr. Costanzo. Yes.
(The information follows:)

Staff  Loan Program

Of the 1,058 Bank employees as of December 31. 1970, 491 had  received loans 
und er the  staf f loan program, since its  inception , in an agg regate gross amount 
of $1,784,552. Of thi s la tter  gross amount, the  ne t amount of loans out stan ding as  
of December 31,1970, was $353,197.

CORPORATE PRACTICE ON STAF F LO AN S

Mr. Petty. I might  point out tha t the practice in corporations  in 
this  country and banks of provid ing short-te rm temporary  assistance 
to the employees has ample precedent. I  think the question we are 
concerned with is whether  in this internationa l organization even 
stric ter standards should not apply. In addition, we have the prob­
lem of being a part of a 23-member nation organization where each 
country  has its own par ticu lar standards. We are clearly moving in 
the direction of reducing the employee staff loan program.
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We have made some progress. We are in the process of pushing for 
more. I think the attitude of Congress on this has clearly been ex­
pressed. The executive branch has initi ated  a program to reduce it  and 
still provide adequate benefits to people and the suggestion by Mr. 
Roybal of borrowing from commercial banks is one other approach.

I think it would & particularly helpful to us to get your views to 
contribute to our own thinking how’ we can work through the executive 
board, to arrive at what is still  yet  to  be fond as the final solution. 

LOCATION AND NATIONALITY OF STAFF

Mr. Roybal. Of the staff you have, you stated there were 196 in 
Washington and 62 of those are in the field.

Mr. Costanzo. No, sir. In  Washington, 996. I n addition,  62 in the 
field. So the total regular staff is 1,058.

Mr. Roybal. I am sorry, I put  down 196.
Mr. S hriver. If  the chairman will yield, how are they broken down 

by nationality  ?
Mr. Costanzo. The U.S. nationals comprise 18 percent of total em­

ployment. Twenty-five percent of the professionals are U.S. nat ionals, 
10 percent of the administrative staff are U.S. nationals. As for the 
other countries, there is a wide distribution which I would be very 
happy  to supply.

Mr. S hriver. Why don’t you put i t into the record a t this  poin t ?
Mr. Costanzo. Yes, sir.
(The information follows:)

INTE R-AM ER ICAN  DEVELOPMENT BAN K. IN TE RN AT IO NA L STAFF DIST RI BU TION BY NATIO NALIT IE S (A S OF 

DECE 1BER 31. 197 0)

Professional and 
adminis tra tive 

personnel

Professional and 
adminis tra tive 

personnel

Numb er Percentage Numb er Percentage

Country: Couutry— Continued
_____  39 3 .6 9Argentina ..........................

Bolivia________ _________
96 9 07 Mexico..............................
57 5. 39 Nic aragua ____ _________ ......... 9 .8 5

Brazil...................... . ...........- 75 7.09 Panama ________ _______ ............ 21 1 .9 8
Chile............................. . . . . 61 5.7 6 Paraguay______________ ............ 17 1.6 1
Colombia................... ......... 76 7 .1 8 Peru....................... ............... ...........  100 9 .4 5
Costa Rica______________ 28 2.6 5 Trinidad-To bago ........... .. ............ 1

...........  190
. 09

Cuba________ ________ 47 4.4 4 Uni ted Sta tes ................. . . 17 .96
Dominican Republic_____ 22 2.0 8 Uru guay............................... 68 6. 4 3

Ecuador.......... ........................ 42 3.9 7 Vene zuela .......... - ............ . ...........  33 3 .1 2
El Salvad or_____________
Guatemala.............................

30 2.8 4 Others ________________ ............ 1 .0 9
28 2. 65

............ 1.05 8 10 0.00H a i t i . . . . : ______ _______ 8 .7 6 To ta ls______________
Honduras............................. .........  . 9 .8 5

U. S.  SHARE OF STAFF POSITIONS

Mr. Shriver. Once again, you are giving  the percentage of U.S. 
citizens.

Mr. Costanzo. Yes.
Mr. Shriver. It certainly is not in propo rtion to the amount of money 

we contribute.
Mr. Costanzo. No, si r; it is not; it  is less. This has been a concern 

that  we have constantly expressed to th e Bank—an appro pria te num­
ber of Americans in positions where th eir par ticu lar capabilities can
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be used effectively, which is very important.  The number and per­
centage have gone up recently in the past year or so.

Mr. Shriver. The  reason I  am bringing this out is t ha t we have a 
tremendous unemployment situat ion in this country. In  my own city 
it is 11 percent; something like 18,000 people out of jobs. You see what I  am think ing about?

Mr. Costanzo. Yes, sir.
Mr. Roybal. Will you also supply for the record any agreement 

that we might have entered into a t the time the Bank was established in regard to percentages, i f there was any agreement. What I am ge t­
ting a t, were we supposed to have 33 percent of the personnel and the 
other  countries get the rest, or was there  any agreement of any kind at the beginning  ?

Mr. Costanzo. There  is no such agreement. There is a provision in the charte r, “The param ount consideration in the employment of the 
staff and  in the de terminat ion of the conditions of service shall be the necessity o f securing the highest standards of efficiency, competence 
and in tegrity. Due regard shall be paid to the  importance of recruiting 
the staff on as wide a geographical basis as possible.”

Mr. Roybal. As wide a geographical basis as possible would not only 
mean you will get employees based on thei r capabilities from all over this  hemisphere, it would also mean th at people in the United States 
should also get due consideration.

NUM BER OF FIELD PERSONNEL FLUE NT  IN  SPEECH

So my next question is, of  the 62 field men working in the  field, are 
they all fluent in  the Spanish language? I  mean really fluent in the Spanish language.

Mr. Costanzo. I am not sure I can answer that.
Eisrht, percent, five people out of the 62, of  the field staff are U.S. 

nationals. I would assume th at generally they are fluent in Spanish but  I will have to check.
Mr. Roybal. I  would assume bv the nature of the Bank tha t thev 

would have to be fluent in Spanish. I  guess if we look into it we will 
find some tha t are not fluent in the Spanish language. Of the em­
ployees that  you have in Washington, how many Americans are there 
with Spanish surnames ? '

Mr. Costanzo. I would have to check that , sir. I  rea lly do not know.
Mr. Roybal. T ha t would be most important.  The Lat in American 

Bank  I  think  should have the majority of its employees made up of Americans with Spanish surnames who speak the language  fluently, 
who are accountants and economists and there are those who are hired. 
If  vou do not have any hired, a great mistake has  been made.

Mr. Costanzo. There are many, b ut I  do not  have the number.
Mr. Roybal. Wil l you tell us whom and what the positions are ?
Mr. Costanzo. Yes, sir.
(The information follows:)

U.S. Nationals with Spa ni sh  Surnames—as or December 31, 1970 
Professional:

Alvarez, Charles M., Information specialist 
Alvarez, Ronald A. F., information  specialist
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Professional—Continued
Angelo, Ric hard A., business management officer 
Apodaca, Francisco A., personnel officer 
Arias,  Ronald F., info rma tion  spec ialis t 
Baquis, Corrado, loan  adminis tra tion analys t 
Borge, Carlos,  engineer.
Echeva rria , Oscar  A., systems analys t 
Garcia-Melendez, Mrs. Jo Anne, ad minis tra tive officer 
Garcia , Caroll I., f inancial officer
Gomez, Michael A., economist
Ilian  G., Jose  M., financial spec ialis t
Irao la, Manuel  J., audit or
Leroux, Radi  R., con tract analys t
Liacuris, Jorge M., auditor
Lluy, Jorge J., Telecommunications special ist
Manzanera T., Manolo, loan officer
Martino, Orlando D., loan  adminis tra tion officer
Mathieu , Eugenio  J ., financ ial officer
Maza, Eneas , housing spec ialis t
Menendez, J os e A., financial a nalys t
Moline, Rene, P., systems analy st
Morales, Mrs. Ru th C., tra nslato r-revi ewer
Mufioz Carrasco, Mrs. P atr ici a, adm ini str ative  officer
Narganes, Aurelio R., simu ltane ous inter prete r
Orlando, Fr an k S., economic st ati sti cia n
Ortiz de Leon, Eduardo, tour ism specia list
P£rez Coldn, Mrs. I rma, adm ini str ative  officer
Rios, Manuel J.,  technica l a ssis tance a nalys t
Rodriguez, Louis A., economist
San taballa , Jose R., personnel officer
Soler, Gustavo , auditor
Suro, Alfonso J ., financial officer 
Toro, Ademar , auditor 
Troncoso, Mrs. Ann W., tra ini ng  officer 
Troncoso, Luis, loan adminis tra tion officer 
Vega, Jr ., Antonio, accoun tant

Admin istr ative:
Alonso, Mrs. Jud y 
Azevedo, Mrs. A thene  C.
Berr lo, Mrs. Valerie K.
Campina,  Antonio S.
Carballal , Mrs. Rebecca 
Cherny, Mrs. In£s 
Conde, Miss Ana I.
De Britto , Mrs. R afaelina 
Furc ron,  Mrs. Ka the rine de 
Galliani, Mrs. Dora 
Garcia,  Mrs. Elia F.
Lara, Miss Hazel  
L6pez, Miss Ana O.
Mdrquez, Miss Graciela 
Menendez, Mrs. Carmen 
Migliazzo, Mrs. Edn a C.
Oviedo, Mrs. Mommina P.
Owens, Mrs. Mar ia del Carmen 
Ramirez, Miss Guil lermina 
Riva, Mrs. Elv ira 
Rivera, Mrs. Orpha S.
Vergara, Mrs. Mary Virg inia 
Zucchet, Jose L.

FIELD STAFF
Permanent Employees:

Browne , Luis F. V., coun try  repre sen tat ive  
Elac, John , economist
Garayta , Jorge A., engineer

60 -2 0 8  O - 71  -  p t.  1 - —22
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Contrac t Emp loym ent:
Albarr&n, Eugenio Jorge , archite ct-u rban planning
Mena, Carlos F ., hydraul ic engineer
Paz, Jos6 A., civil enginee r
S&nchez, Jos6 J ., civil engineer
Souza, Richard  V., telecommunications specialis t
Uceda, Antenor, civil engineer
Vallejos, Nicolas O., civil engineer

SALARY OF DIRECTORS AND  PRESIDENT

Mr. Roybal. You indica ted awhile ago th at your salary was $31,000 
a year.

Mr. Costanzo. Yes.
Mr. Roybal. What is the salary of the P resident ?
Mr. Costanzo. $44,000 a year as a base salary.
Mr. R oybal. He does not pay an income tax to the U.S. ?
Mr. Costanzo. No, si r; he does not.
Mr. Roybal. But  he does have other fringe benefits.
Mr. Costanzo. He has an expense account allowance up to $16,000 

a year.
Mr. Roybal. He has an automobile or a limousine ?
Mr. Costanzo. Yes, si r; there is a car provided.
Mr. Roybal. Are you provided with  a car, too ?
Mr. Costanzo. No, sir.
Mr. Roybal. Why not?
Mr. Costanzo. It  has never been the practice at the Bank. A car 

is provided to the President and Vice Presiden t and there is one car 
which the Director and Senior Staff may call upon for use to go to 
a meeting, but I  have not used it.

Mr. Roybal. You can go to the  pool and get one assigned to it?
Mr. Costanzo. That  is right. There is one car, no pool.

EXECUTIVE VICE PRESIDENT

Mr. Roybal. I have heard from many individuals that the President 
in the past has run the Bank with an iron hand,  and that his American 
coun terpa rt has not had any influence in the administration  of the 
Bank. This  is again hearsay. What is the situation ?

Fi rst  of all, what is the situat ion at the present time ?
Mr. Costanzo. A t the present time there is a new president. The  ex­

ecutive vice president is a U.S. National. He is the second man in the 
Bank. He acts as president and chairman of  the board in the absence of 
the president. His  key function  in ternally is as chairman of the loan 
committee where he chairs a senior staff committee at  which all loan 
proposals are reviewed in detail, and amended before they are passed 
on to the board. Of course, there  are any number of day-to-day th ings 
which are approved by the vice president: Day-to-day decisions on 
staffing and so on which need not engage the attention  of the president.

Mr. R oybal. The Lincoln Sandelin Report and the Powelson Loan 
Study indicated tha t the vice president  exercised very  lit tle authority 
in determining or making  determination with regard to loans. By 
reading this repo rt one gets  the impression that  the president made 
the determinat ion and the vice pre sident just  followed along.
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Mr. Costanzo. Inso far as I am concerned, everything tha t comes to the board by way of  loan proposals has  been approved and cleared by the loan commtitee which is cnaired by the executive vice president.Mr. Roybal. Who dictates to the executive vice president and the loan committee ?
Mr. Costanzo. I cannot say. There is a question of the relationship between the executive vice president and the president and how they work together.
Mr. P etty. Dr. Herrera , the recent president  of the Bank and with it before it was created, played a very strong  leadership role. He was the dominant principal in the management of the Bank. The relationship of the No. 1 man and No. 2 man in any organizat ion is a function of the personalities of the individuals. I am impressed with the leadership tha t Mr. Ortiz Mena is bring ing to the Bank. His long experience of drawing heavily on the staff is im portant for the staff, and I predic t it will be the pattern of the future.
Mr. Roybal. Shall we recess for a little  while and be right back?(Recess.)

DU TI ES  OF EXEC UTIVE DIRECTOR

Mr. Passman. The committee will come to order. Wha t are your duties as d irector? How do you fit in the hierarchy of the Bank?Mr. Costanzo. I am not part of the management of the Bank. The charter  distinguishes between the management, which is headed by the president , and the Execut ive Board which consists essentially of repre­sentatives of governments. So in effect, I am the representa tive of the U.S. Government in the B ank as a member of the Board. The charter makes the board responsible for  the conduct of the Bank’s operations. We investigate and must approve all loan proposals and technical as­sistance proposals. We approve the administrative budgets. We ap­prove the number and general duties of staff positions in the Bank, et cetera. In acting  as U.S. Director and U.S. representa tive, I look to the  U.S. Governor, who is the Secretary o f the Treasury and from whom by statu te I get mv instructions. He in turn is required by the statu te to consult with the National Advisory Council on which the Depar tment  of State, the Exp ort- Imp ort Bank, the Depar tment  of Commerce and the Federa l Reserve are represented.
Mr. P etty. May I add a point, Mr. Chairman ? The U.S. Executive Director is appointed or nominated by the P resid ent and confirmed by the Senate, which is the same arrangement  we have with the other institutions, such as the W orld Bank, Asian Bank, et cetera.
Mr. P assman. Is there  anyone else from the U.S. appointed by the 

President  ?
Mr. P etty. No. Recent legislation has provided that  the alternate Executive Director is appointed by the President. Heretofore, the present incumbent, Mr. Ray Sternfield, was appointed by the Execu­tive Director. Mr. Costanzo is also Special Assistant to  the Secretary of the Treasury. He spends 100 percent of his time, as does Mr. Stem - 

feld. on the Bank.
Mr. Sternfeld is a full-time full day a lternate.
Mr. Passman. I  was not sure how you fitted in the organization. I 

am glad tha t was clarified for the record.
Mr. P etty. In the corporate sense it is comparable to the resident stockholder representa tive with 42 percent of the votes in his pocket.
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Mr . P assman. He  is ab le to exercise t hat a utho rit y.
Mr. P etty. Yes , si r.
Mr.  P assman . F or ty -tw o per cent of  th e au to ri ty  on  th e Bo ard .
Mr. P etty. Yes , si r. '
Th e ca rd inal  feature of  thes e dev elopm ent  insti tu tio ns  is th a t we 

op era te on the we igh ted  vo tin g sy ste m; not  one c ou ntr y,  one vote.
Mr. P assman . Can it be said we a re 42 perce nt responsibl e fo r some 

of  the  bad loans  th at were made ?
Mr . P etty. And 100 pe rce nt o f the good loans.

BAD LOANS

Mr. P assman. N o, my un de rs tand ing is th at you  c laim  to  h ave  only  
two bad  loans . W ha t is  your  definiti on o f a bad  loan ?

Mr . Costanzo. In  th e sense  th a t we d iscussed  yes ter day, l oan s w hich  
have  gone into de faul t, t he y nu mb er two.  T he re  is wh at  you m ight  call  
a br oa de r def ini tion  of  ba d loans,  loans which  have  ha d problems or  
difficulties. W e have  ha d some of  those. Th ere hav e been some in stance s 
of  loans where  th e gu ar an to r ha d to  make good, where the  bo rro we r 
himse lf was no t ab le to  mee t loan  serv ice p ayme nts .

Mr. P assman. H ow ma ny  of  th e bad loans have  been resche duled ?
Mr. Costanzo. There h ave been  no re sch edulings as  such.  The re  have 

been  wh at  y ou might  cal l de ferra ls,  s im ila r to  r esched ulings. In  cases 
where  re pa ym en t w as s che duled to begin  a ft er  completion of  co nstru c­
tio n in 4 years  an d it  took 5 y ears, fo r exa mp le,  t he  in iti al  am or tiz a­
tio n paym ent ma y hav e been  de ferre d a ye ar  o r two. Th ere  have been 
few  cases where the fina l am or tiz ati on  pa ym en t was corre spondin gly  
del aye d in  re la tio n to  ac tua l p ro ject  im ple me nta tion.

Mr . P assman. Some accommodat ion  was m ade  to pu t it  in  the  c ate ­
go ry  of  a good  loan.

Mr. Costanzo. I  would  no t pu t it  th at  way . Thi s is re la ted to  the  
constru cti on  pe rio d and the ac tua l com ple tion  of  th e proje ct—so it 
cou ld pro duce the revenu e fo r repa ym en t of the loa n—i f the  or igi na l 
es tim ate  was 3 or  4 ye ars an d it  took lon ger . Th ere hav e been  re la ­
tiv ely  few accommodat ions of  that  type .

Mr . P assman. Bu t th er e ha ve been some.
Mr. Costanzo. Mr . St er nf eld says  about 17 of  th at  type. But  no t re ­

schedu lin g in  t he  sense o f the whole th in g pushed forw ard.
Mr . P assman . Mr. M cEw en.
Mr . McE wen . T ha nk  you, Mr. Ch air man , Mr . Cos tanzo, alo ng  the  

lin e t hat the gentl em an  f rom K an sas first ope ned  u p here wi th  r eg ard 
to  the  adm in ist ra tio n of yo ur  ag ency, I  notice in  y ou r 1969 repo rt , en­
ti tl ed  “A  Dec ade  of  Ser vice to  Lat in  Am erica,  1960 to  1970”. it  lis ts 
th e Go verno rs an d al te rn at e Go ver nors, and there are  23, is th at cor ­
rec t?

Mr . Costanzo. T hat  is righ t. Eac h mem ber  h as  a Go verno r an d an 
al te rn at e Govern or.

AN NU AL  MEETING EXPENSE S

Mr. McE wen . I  not ice  vou  li st  un de r Adm in is tra tiv e expenses—I  
am  ref er ring  to  the  P ric e-Waterho us e repo rt of  a ud it da ted  Fe br ua ry  
10, 1971, on pa ge  4—you lis t un de r Adm in is tra tiv e expenses, Bo ard  
of  Gov ern ors  annu al  meeting , $172,322.
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Mr. Costanzo. Yes, sir.
Mr. McEwen. Mr. Costanzo, is tha t the cost of conducting your one 

annual meeting?
Mr. Costanzo. Yes, sir. It  is the  p art ial cost because you are look­

ing at only the ordinary capital  accounts. On a combined basis, all 
accounts, the total cost of the annual meeting in 1970 was $366,000.

Mr. McEwen. Could you break down that  total of $366,000 and 
where that money is allocated ?

Mr. Costanzo. Yes, sir. $198,000, the major  par t, was travel expense; 
$34,000 was for representat ion; $38,000 for local personnel; publica­
tions and prin t, $6,000; supplies and equipment, $23,000; space 
expense, $19,000; transpor tation of goods, documents, and so on, 
$34,000, and there is a miscellaneous item of $14,000.

Mr. McEwen. That totals  $366,000. That was the cost of your annual 
meeting in 1970?

Mr. Costanzo. That  was in Pun ta del Este, Uruguay, in 1970. Mr. 
Sternfeld reminds me that  there was also in 1970 a special meeting 
of the Governors in Mexico City in the fall, on the negotiations of the 
question of broadening the membership of the Bank. The expenses 
of that  meeting would be included in this.

Mr. McE wen. It  would be included in this figure of $366,000.
Mr. Costanzo. That is righ t.
Mr. McEwen. May I say my interest is aroused because I  am a new 

member of this committee. My experience with banks has been on the 
board of a littl e country  bank, so I am not fami liar with annual 
meetings costing $366,000. I  cannot help bu t be curious, about it. You 
say it cost $198,000 for travel expense ?

Mr. Costanzo. Yes. sir.
Mr. McEwen. There are 23 members of the B oard, is that right ?
Mr. Costanzo. Of the 23 Governors; yes.
Mr. McEwen. This is the annual meeting of the Board.
Mr. Costanzo. Yes.
Mr. McEwen. I am assuming tha t it did not cost $198,000 for 

travel expenses of just those 23 Governors.
Mr. Costanzo. No, sir. I n addition to Governors there a re alternate 

Governors.
Mr. McEwen. Do they  a ttend the meeting if  the Governor is the re ?
Mr. Costanzo. Yes; they normally do.
Mr. McEw’en. They both attend normally ?
Mr. Costanzo. They both attend. The bulk of this expense was fo r 

trave l expenses of Bank officers and staff.
Mr. McEwen. H ow many people would be involved in this $198,000 

of travel expense ?
Mr. Costanzo. I can get the precise in format ion and supply it for 

the record as to how many people were covered by this. I do not 
have that .

(The information follows:)
Travel E xpenses for Annual Meeting

Travel expenses in connection with the Board of Governors’ annual  meeting 
in Pun ta del Este, Uruguay, in April 1970, totaled $197,942.

Of the total  amount, $175,085 represented ai r fare  and per diem expenses 
of 175 persons. Included in the lat ter  were 83 persons forming the Secretariat
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of the meeting, respons ible for  a rranging  an d providing adm inistrative and othe r 
supp ort services for  the conference. These services required tr ip s to the  meeting 
site in advance of the meet ing for  necessa ry pre paratio ns, as well as stay s at 
the  site  longer than  the  1-week durat ion  of the  meeting.

The remaining amount of these  expenses—$22,857—financed p er diem expenses 
of locally hired personnel recruit ed to ass ist  in providing adm inistrative serv­
ices. As the  meeting did not  tak e place  in a larg e city, it  was necessary to 
rec ruit thi s personnel from Montevideo, and to provide a per  diem allowance 
for  thei r time  spen t in Pu nta del Este.

It  should be noted th at  the  location at  Pu nta  del Est e requ ired  substan tial ly 
high er ai r fa re  costs than  did the  1969 meet ing in Guatema la. An indiv idual  
round  tri p ticket  to Pu nta del  Este cos t almo st 2.5 t imes a round tr ip  tick et to 
Guatemala City.

Mr. McEwen. Pending that, could you give us any so rt of estimate ? 
Would i t be 50,100, 200, 500?

Mr. Costanzo. Mr. Stern feld perhaps could help me. He has been 
around a little longer. I  do not know.

Mr. Sternfeld. I  don’t know.
Mr. Costanzo. We would have to check that.

REPRESENTATION EXPENSES

Mr. McE wen. Could you give us a breakdown of $34,000 I  believe 
you said for representa tion ?

Mr. Costanzo. Yes, sir.
Mr. McEwen. What does “representa tion” mean ?
Mr. Costanzo. These were official functions. Let me give you ex­

amples. The President  of the Bank gives a dinner for the Board of 
Governors on the first night.  There  is a reception given by the Presi­
dent and the Executive Board. There are various lunches given for 
country delegations, and also for special guests. The meetings are 
really in the nature  of a major  internat ional  conference and they have 
attra cted  at tendance by representa tives of business and financial com­
munities all over the hemisphere. The total attendance of all kinds, 
not only the officials, but  the guests who come on th eir  own, has been 
a thousand or more.

Mr. P assman. If  the gentleman would yield, you know what we 
call th is down in Louisiana ? Ea ting h igh on the hog. Thank you. 

LATIN AMERICAN HIG HW AY DEVELOPMENT

Mr. McE wen. Mr. Chairman, if I might, there is one other matte r 
tha t interests me. For 6 years I served on the Public Works Committee 
where I  heard  something of the members’ requests for rivers and 
harbors and highways, and, more recently, of course, th e needs of so 
many of our communities for water treatment facilities and sewage 
treatment plans. Again refe rring to your publication, “A Decade of 
Service to Latin  America, 1960-1970,” I noted on page 8 of  tha t docu­
ment a highway map of South America. Hav ing up until  now been 
somewhat more familiar with the Inte rsta te and Defense Highway 
System tha t we are still try ing  to  find the means to finance the com­
pletion of in this country, I was part icula rly attracted  to this map. 
I see on here a highway network and proposed highways. Is this an 
integrated plan developed in cooperation by all of the countries of 
South America ?
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Mr. Costanzo. There has been general consultation among the coun­
tries, part icula rly with respect to the Inter-American H ighway which 
is a part  of the system shown here, going down the west coast and over 
to the east, connecting with Buenos Aires.

Mr. McE wen. It  does not show a connection into the Darien Gap 
tha t we recently authorized.

Mr. Costanzo. Yes, sir;  tha t is something new that happened since 
this report was issued.

Mr. McE wen. Many of the pieces that  are indicated under construc­
tion are not portions of the Inter-American H igh way; is tha t correct ?

Mr. Costanzo. Th at is correct.
Mr. McE wen. Could you furnish  to us figures exactly how much has 

been allocated to the portions of highway tha t will be part of the 
Inter-American Highway and how much has been allocated to other 
highways ?

Mr. Costanzo. I will be very happy to do that .
(The information follows:)

The Bank has loaned $130,400,000 to finance 3,262 kins, (1,957 miles) of 
the Pan American Highway in the period 1961 through 1970 in eight countries. 
The total cost of these projects  including the local contribution is $260,- 
200,000. The Bank has made 38 loans in the field of road construction including 
the above in the amount of $516,856,000.

Mr. Passman. Would the gentleman like to put in the record as 
part of his request, the appropria tions  made to this out of another 
spigot ?

Mr. McEwen. Yes, I would.
Mr. Passman. Here is $20 million that we list under one spigot. Tha t 

does not work out of your appropria tion. This is in addition to your 
operatio n: $20 million last year*$20 million this year  and $20 million a. 
year ago. Will you put in the record the total amount contributed to 
the highway out of the United States  from the other spigots?

Mr. Costanzo. Yes, sir.
(Theinformation follows:) . „

Darien  Gap H ighway

The total cost of the Darien Gap Highway is projec ted at $156 million. Under 
the provision of the Federa l Highway Act, the United States  is authorized to 
contribute $100 million on a grant basis. Colombia and Panama are to make 
contributions amounting to one-third of the to tal project  costs in th eir respective 
countries, i.e., $50 million.

A supplemental fiscal year 1971 appropriations bill for the Department of Trans­
portat ion is currently before Congress requesting an initial  appropriation of $5 
million for the Darien Gap Highway project. The Department of Tran sporta­
tion plans to request an additional $20 million in its fiscal year 1972 budget re­
quest. Additional requests for appropriations  would be made until the road is 
completed.

Colombia and Panama are expected to make thei r own arrangements with 
respect to financing their  portion of the  project. Colombia is expected to  finance 
its share from domestic resources. Panama is expected to provide a portion of 
the funding from its own resources and to seek other external financing for 
the balance.

LO AN  TOR WATER  AND SEWE RAGE

Mr. McEwen. Tha t is not noted on this par ticu lar map, but Mr. 
Costanzo said that will connect. I  also notice on page 9 of this  repor t 
tha t you take credit for building or expanding 3,629 city and rura l
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water systems and 362 sewage systems. As of December 31, 1969, 
some 2,499 water and 268 sewage systems have been completed. Can 
you furni sh us additional inform ation  as to the tota l cost of all of 
these water or sewage systems, those t hat  are build ing or expanding, 
as wTell as those that are listed as being completed ?

Mr. Costanzo. Yes, sir ; I can. I  might say tha t much of th is partic­
ular  program  was conducted with the Social Progress Trus t Fund.  One 
of the  main fields of that fund  was precisely in th is area of water and 
sewage sanitation facilities.

(The information follows:)
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ENVIRONME NTAL PROBLEMS

Mr. McEwen. I  am sure you gentlemen want to  know why I  am in ­
terested in this. I talked to Mr. Pet ty about some parochial problems 
I have in my dis trict where two corporations are considering ceasing 
operations because they cannot meet standards on environmental con­
ditions. I would not say the environment in other countries is not as 
important  as that  in the United States. I am interested, and tha t is 
why I  am asking for these figures, in jus t what we are doing for envi­
ronmental problems in Latin America a t a time, sir, when we are not 
able and have not been able so far  to adequately fund  our own needs 
in thi s country.

Those figures, if you will furni sh them for the record, would be 
possibly helpful , indeed.

Mr. P assman. The gentleman is making a most interesting case fo r 
us. If  you will yield at th is point, of course, you have more pollution in 
all probabili ty per square mile in  America ra ther than in Latin  Amer­
ica because of the huge complex of refineries.

Mr. McEwen. Some say it is the effluent of affluence.
Mr. Passman. In  all probab ility it would be impossible to judge, 

maybe we have a hundred times more pollution in this country on ac­
count o f the  tremendous indus trial complex and the 120 million auto­
mobiles and trucks. So the pollution problem in America could con­
ceivably be a hundred times greater than  tha t in Lat in America. It  
would no t sound unreasonable, would it  ?

Mr. McEwen. Not at all.
Mr. Passman. I f we cannot find an answer for our own pollution, 

because of lack of money, it looks like we ought to postpone tem­
porarily some of the pollution problems in  the other  countries where 
they are not serious at this time.

Thank you for  yielding.
Mr. McE wen. I yield back my time.
That is all I  ask.
Mr. P assman. Mr. Hathaway.

STAFF LOANS

Mr. H athaway. Thank  you, Mr. Chairman. Pursuing the  staff loan 
program a little  fu rther, a re loans made to staff members who are also 
corpora te executives of some company ? In  other words, are loans made 
to businesses where there  are people with ranking  positions asking fo r 
the money and also working for  the Bank in any capacity ?

Mr. Costanzo. No, sir.
This  program is exclusively for staff hi red by the Bank, and there 

is a  prohibit ion tha t no member of th e staff may have any o ther em­
ployment rela ted in any other than the Bank. These are full -time Bank 
staff.

Mr. Hathaway. H ow about people on the Board of Directors ?
Mr. Costanzo. The Board of Directors  are full-time.
Mr. H athaway. So nobody is excluded or is not in th at position.
Mr. Costanzo. No.
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CURRENCY QUESTIONS

Mr. Hathaway. Let me ask thi s: The hard window has all the con­
tribu tions  from all the countries in dollars and all the  repayments are 
in dollars.

Mr. Costanzo. No, sir. The Latin  American contribu tion in paid in 
capital is ha lf in dollars and hal f in the ir own national  currencies.

Mr. Petty. The United  States has paid in $150 million. The Latin 
American countries have paid  in $119 in dollars  and $119 in local 
currencies.

Mr. H athaway. But  all of the loans are  made in dollars and repaid 
in dollars.

Mr. Costanzo. No, sir. Loans are made pa rtly  in  local Lat in Ameri­
can currencies and repaid in the same currency loaned.

Mr. H athaway. What determines the ra tio ?
Mr. Costanzo. I t is usually a combination. It  depends upon the  na­

ture of the projec t and its cost. If  there are foreign exchange costs, 
then normally dollars would be provided. If  there are costs that can 
be met locally, then local currencies are provided.

Mr. Hathaway. In  the soft window everybody uses his own cur­
rency and  the loans are made in the currency of the a pplicant country 
and rep aid in the same currency.

Mr. Constanzo. I n the soft window we also operate  in a combina­
tion, usually dollars and local currency. The loans up to now have 
been repayable in the coun try’s own currency. This is to be changed 
in connection with the new replenishment proposals; in the futu re 
loans made in dollars will be repayable in dollars .

Mr. H athaway. When will that be ?
Mr. Costanzo. As soon as we get these funds and st art  lending them 

out.
RATIO OF CONTRIBUTIONS

Mr. Hathaway. I s the contribu tion to this in the same rat io as i t 
was in the hard window as fa r as dollars  versus local currency is 
concerned ?

Mr. Costanzo. No. At the present time the Lat in American con­
tribu tion  is entirely in th eir  own local currency.

Mr. H athaway. The repayment period in  the  soft  window is over a 
long period of time, such as 30 or 40 years.

Mr. Costanzo. It  has not gone tha t long. Normally it is 20 or 25 
years.

Mr. H athaway. Is any difference in the exchange rate taken into 
consideration in the repayment ?

Mr. Costanzo. Yes, sir. There is a fixed maintenance of value repay­
ment in terms of dollars. So if the local currency depreciates they 
have to repay more.

Mr. H athaway. If  it appreciates, they pay less.
Mr. Costanzo. Yes.
Mr. H athaway. Presumably if your investment is wise, i t will be 

appreciat ing ra the r than  depreciating.
Mr. Costanzo. That  has not happened  in Lat in America.
Mr. Petty. The currency of th e country may not reflect the success 

of the individual country.
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Mr. H athaway. I understand that .
Mr. P etty. History will show it depreciates at  a very rap id rate. 

AMOUNTS SPENT IN  UNITE D STATES

Mr. H athaway. H ow much money is spent in the United States?
Mr. Costanzo. In the ordinary capita l the record is about 40 per­

cent of the foreign exchange, or dol lars have been spent in the United 
States. In the fund for special operations, in  excess of 50 percent from 
the beginning. But there is something important to  note here. At the 
beginning of the Bank our contribution to the fund  fo r special opera­
tions was not tied. At a late r stage we began tyin g our contribution 
to expenditures in the United States.

Currently  and in the futu re the amount of those funds spent in the 
United States will increase. In  the Social Progress Trust  Fund, which 
is pre tty much closed now, the expenditures  in the United States were 
about 80 percent of the total.  Those funds were tied  to procurement 
in the United Sta tes and Latin American  countries.

PRIVATE AND PUBLIC LOANS

Mr. Hathaway. Could you supply for the record the ratio of the 
public and private loans ?

(The information follows:)

P rivate Ver sus P ublic  Sector L oan s

Of the $4,156.8 billion of loans made by the Bank from its inception to March 
31, 1971, $1,095.7 billion (26.4 percent) have been made to th e pr ivate  sector and 
$3,061.1 (73.6 percent) have been made to the public sector, primarily  in the 
fields of transporta tion and communication, electric power, and agriculture.

INTE RE8T SUBSIDY

Mr. Hathaway. Pa rt of the hard  window is really a guaranteed 
loan figure.

Wh at are the chances of extending that to make it more of a gua ran­
teed loan program so we won’t have to appropriate money as*We have 
had to in the past? If  you have the  guarantee  of the individual coun­
tries  and you got the guarantee of the Bank in addition, t ha t ought to 
free up a lot of priva te money for  thi s type of loan, especially if  you 
added to tha t an interest  subsidy, which I do not  know whether you 
are authorized to do or not.

Mr. Costanzo. The Bank does not make guarantees. It  does raise 
the bulk of its funds in the private capit al marke ts against the callable 
capita l which is the guarantee of the Government.

Mr. Petty. I t is in the form of an interest  subsidy, because i t has 
the credit standing of the U.S. Treasury. It  gets a more preferential 
rate  than what it would be i f you operated in the two-step procedure.

Mr. Hathaway. Your prognosis is that the ratio  of guaranteed 
loans would increase over the others.

Mr. Costanzo. I t has in the past in tha t the callable capita l repre­
sents the bulk of the resources which the Bank has available for lend-
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ing. Therefore, the  bulk of the Bank’s loans in the hard window repre­
sents the funds raised in the private  capital  market. Only the paid  in 
capital , which is a re latively small share of the total, represents  a d i­
rect inpu t of  Government funds. For example, on the basis of the re­
plenishment which we are proposing, the structure of the Bank would 
be tha t the paid  in  capita l would to tal $775 million, and the callable 
capital would total $3.9 billion. Of that lat ter  amount the U.S. call­
able capital,  which is what is ac tually used here, would be $1.7 billion. 
So it is better than a 2-to-l ratio.

COVENANT REGARDING U. S.  CALLABLE CAPITAL

Mr. Petty. On the basis of the history so fa r the funded debt; 
which represents resources obtained in the world’s capita l markets, 
is equal to about 62 percent of the ordinary  capita l loans made. In  
our negotiations  now to increase the membership of the Bank to in­
clude Western European donor countries, Japa n and Canada, under 
one formula the U.S. share might drop from 42 down to 37 perecnt. 
Under a different varia tion perhaps even further . This would prob­
ably also resul t over time in increased leverage of relationship of 
funded debt to ordinary  capital.

At  the present time I  t hink we should point out that the indentures 
covering the public borrowings limit the tota l amount of funded  debt 
to the amount of the callable capital of the United States. This  is 
done to obtain the trip le A credit rat ing  on the public bond market.

Tha t convenant with the public bond buyers in no way limits the 
fact tha t the callable capita l contribut ions of the other member coun­
tries  is a joint  and several guaran tee pro rata with the United  States. 
In  terms of credit stand ing of the public market it is limited in the 
overall ceiling. Our policy over time, and it cannot be immediate be­
cause there are  long-term bonds outstanding, is to recognize the  credit 
standing of, say Mexico for what it is, worthy of priva te borrowing 
of its own.

Another feature of bringing  in other donor countries as members 
is tha t such a move would make it possible to move away from the 
covenant. In  the World  Bank there has been tha t type of limit  by 
tradi tion. As a matter of policy, we wrould like to see the U.S. limit 
the same to share the burden there,  too.

Mr. Hathaway. In the soft window there is no such thin g as a 
guaranteed loan program.

Mr. P etty. No, sir.
Mr. Hathaway. Is it possible ?
Mr. P etty. The loans there have ranged from 3 to 4 percent interest. 

They have, in the past, been loaned in  local currency and it would not 
support going out to the public bond market borrowing at 7 or 8 
percent for 15 years to loan at 3 or 4 percent in foreign currency.

The design of this program really would not be consistent with 
having it done in the private sector.

Mr. Hathaway. Couldn’t you do it along the lines of the student 
loan guarantee program, having enough money to guarantee the risk 
of losses of the loans and subsidize the interest ?

Mr. P etty. I have not thought tha t approach through. There  is a 
leverage factor on the  soft  window and tha t is the contribu tion of the 
local country beyond the money th at comes from the Bank. I would 
have to reflect on that  suggestion, sir.
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PROPORTION OF PRO JECTS FI NANCED BY  1DB

Mr. Hathaway. Wha t average percentage of a project do you 
finance ? Is it  limited by law ?

Mr. Costanzo. I t is not limited. As a mat ter of general policy, 50 
percent is normally financed by the Bank. This  will vary with the 
nature  and requirements of individual projects—in some cases the 
Bank finances more than 50 percent and in some cases less.

In  general tha t is the range we look for.
Mr. Hathaway. The Bank always has the first lien.
Mr. Costanzo. Yes, sir.
Mr. H athaway, I s the ent ire economic situation of the area consid­

ered in making loans ? If  someone wants to put up an airplane factory 
and i t is a country tha t does not have enough food to eat and somebody 
wants money for agricultural purposes, I suppose you would give 
prio rity to agric ultural purposes.

Mr. Costanzo. Yes, s ir; we put heavy emphasis on tha t not only 
within the Bank but in connection with the Inter-American Commit­
tee of the Alliance for Progress (CIAP) which was set up to study 
overall country situations, programs,  and priorities.

Each  year they do a thorough country study  and country review. 
We look to that  exercise in setting the overall prior ities within a coun­
try  and region.

Mr. H athaway. Thank you, Mr. Chairman. Thank you, gentlemen.
Mr. Passman. Mrs. Reid.

AID US E OF IDB

Mrs. Reid. Thank  you Mr. Chairman. To wh at extent does AID  use 
the Bank facilities for technical  study, adminis tration, and channeling 
of loans ?

Mr. Costanzo. AID has financed some projects  in which the feas ibil­
ity studies were financed by the Inter-American Development Bank. 
There are also a small number of projec ts which are jo int projects be­
tween the  Bank and AID , b ut the number of these projects are rela-' 
tively small.

LO AN S FOR EDUCATION

Mrs. Reid. Are  any loans being made by the Bank for educational 
purposes? If  so, what countries have benefitted the most from such 
loans ?

Mr. Costanzo. I would l ike to supply t ha t for  the record if I  may.
(The information follows:)

Loans made to  coun tries from 1961 to December 31,1970, fo r education :
Argentina  ______________$42,200
Bolivia _______________  2, 365
B ra z il ________________  32,000
C h il e _________________  18,255
Colombia _____________  21,700
Costa R ic a____________  1, 370
Dominican Rep ub lic ____  778
E cuador______________  2, 479
El Salvador____________ 2, 000
G ua tem ala____________  9, 500
H a i t i --------------------------  1,300
H on du ra s_____________  2, 800
Jamaica------------------  4,700

Mexico _______________  $3,496
Nicarag ua ____________
Pan ama ______________  4,100
P ara g u ay _____________  1, 500
P e ru __________________  8, 034
Tr inidad and To ba go -----
U ru gua y______________  4, 500
Ve nezuela _____________  2, 500
Centr al A m er ic a_______  2,914
Reg io na l______________  2, 000

T o ta l------------------------ 150, 091



349

FSO CONTRIBUTIONS AND EFFECT ON U.8 . BALANCE OF PAY MENTS

Mrs. Reid. Since the U.S. contributions to the Fund for Special 
Operations is tied to purchase of goods and services in the United  
States,  is there less effect on our balance-of-payments position?

Mr. Costanzo. U.S. contributions to the Fund for Special Opera­
tions are tied to the purchase of goods and services in the United  
States, the borrowing country, or, if advantageous, to any other mem­
ber country. This system lessens the effect on our balance of payments.

U. S.  PERSONNEL EMPLOYED

Mrs. Reid. W hat is tota l number of U.S. personnel employed in the 
Bank in Washington?

Mr. Costanzo. As of December 31,1970, there are 185 U.S. nationals 
of the total 996 employees in the Bank in Washington . Of the B ank’s 
62 employees in its field offices, five are U.S. nationals.

HIGH WA Y MA INT ENANCE PROVISIONS

Mrs. R eid. In  your lending programs on highways, for instance, in 
providing funds for construction, do you also make sure there are 
provisions for  maintenance ?

Mr. Costanzo. All road contracts contain standard  clauses obligat ­
ing the borrower to submit to the Bank an annual maintenance plan 
for 10 years subsequent to the completion o f the project  in accordance 
with the following :

MA INT ENANCE CLAUSE

a. Maintenance shall be defined as keeping the road with all its 
component parts  in substantially the same conditions as i t was when 
originally constructed.

b. An annual maintenance plan shall be submitted for the approval 
of the  Bank not la ter than  3 months before the beginning of each bud­
get yea r; it  shall include as a minimum the  details of the organization 
to be responsible for the maintenance, the personnel to be provided, the 
number, type, and condition of the equipment to be provided for main­
tenance; the location, size and condition of the shops, warehoused 
maintenance camps, e tc.; and the type of control to be used to limit 
the size and weight of vehicles operating on each road ; the number 
of kilometers of each type of road to be maintained and the location 
of these roads, etc.

c. The plan will show the funds available in the  maintenance b udg­
et (exclusive of betterment operations)  for the current year and in­
clude the amount of the proposed budget for the year for which the 
plan is submitted.

d. The plan will also include a report  of the status of maintenance 
based on a maintenance sufficiency ratin g system previously submitted 
to and approved by the Bank. This sufficiency rat ing  will be devised 
to provide a composite rating of road maintenance condition based on 
numerical rating of the  different components of the road, such as sur­
face, shoulders, ditches, dra inage  structures, bridges, etc.
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e. The Bank will have the r igh t to periodical ly inspect the roads in 
the field. If  it is determined by the inspection or  the  reports tha t the 
maintenance effected is below the agreed standards, the borrower agrees to take corrective action.

Mr. Reid. That is all I have, Mr. Chairman.
Thank you.

IDB STATISTICAL MATERIALS

Mr. P assman. You are familiar  with these very voluminous statis ti­
cal statements the Bank gets out. How often do they come out, monthly?.

Mr. Costanzo. We have a statement of individual loans.
Mr. Passman. These weigh maybe two or three  pounds. They are about as long as a tr iple  entry  bookkeeping journal.
Mr. Costanzo. Monthly.
Mr. Passman. H ow many pages is that? I am not being critical.
Mr. Costanzo. There is one for each window of the Bank.
Mr. P assman. What you send out is this package ?
Mr. Costanzo. Yes.
Mr. Passman. Wouldn’t you assume if I did not have anyth ing to 

do but read that statement tha t it  would take just about all of my time to analyze it ?
Mr. Costanzo. I t would take a good deal of time, yes, sir.
Mr. Passman. I have 65,000 to  70,000 letters a year, I have to legis­

late, go home, eat, sleep, and politic. How many copies of tha t do you put out per month ?
Mr. Costanzo. I do not know.
Mr. Passman. Several thousand ?
Mr. Costanzo. No.
Mr. P assman. Do you send each Member of Congress-----
Mr. Costanzo. No.
Mr. P assman. Just the committees ?
Mr. Costanzo. Yes.
Mr. P assman. Couldn’t you have a condensed form  fo r members of 

the committees? It  may be necessary to get this up. I am not critical  
because I kept books too long and I believe in good records. If  you 
could show new’ loans approved,  disbursements, and so on. Maybe a 
single page with some analysis where the members actually could digest it.

(Discussion off the record.)
Mr. Costanzo. Mr. Chairman, these are very important for internal  purposes.
Mr. P etty. This is a good statement, Mr. Chairman.
Mr. Passman. I am not asking tha t you discontinue it, but if you 

will, send i t to the committee by room number so all members of the committee can examine it. Do you send it just to the chairman?
Mr. Costanzo. Yes.
Mr. P assman. Please send it to the room of each member and i f they 

have any spare moments, they can have a look a t the statement.Mr. Costanzo. Surely.
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PRESIDENTIAL STATEMEN T ON UN TY IN G AID

Mr. Passman. You are familiar  with  the  President’s message to the  
Congress dated September 15, 1.970, if I may refer to page 3 of  t ha t 
message:

I propose we move promptly toward ini tiation of a  system of tar iff preferences 
for the exports of manufactured products of lower income countries in the mar­
kets of all the industrialized countries.

I am ordering the  elimination of those tying restric tions on procurement which 
hinder our investment guarantee program in its support of U.S. private invest­
ment in the lower income countries.

I propose th at all donor countries take steps to end the requirement tha t for ­
eign aid be used to purchase goods and services produced in the nation provid­
ing the aid. Complete untying of aid is a step tha t must be taken in concert with 
other nat ion s; we have already  begun discussions with them toward tha t end. 
As an initi al step, I have directed tha t our own aid be immediately untied for 
procurement in the lower income countries themselves.

Are you people operating under  th is ? Have you completely untied 
your procurement ? Are you familiar with th is message ?

Mr. Costanzo. In a general way.
(Discussion off the record.)
Mr. Passman. Back on the record.
To what extent are you untying, if any, these loans on American 

commodities ?
Mr. Costanzo. We are main taining in the Fund for Special Opera­

tions the restric tion tha t our contribu tion may be used for purchases 
in the United States and other member countries. This has always 
been the case.

Mr. P assman. Tha t I  understand perfectly. I would suggest, gentle­
men, tha t you read this message to the Congress where he says spe­
cifically that he is ordering  it.

Would you do tha t and put something in the record, to save a lot 
of time?

Mr. P etty. I would like to comment th at par ticu lar quotation re­
ferred  to the b ilatera l aid program. There were issued instructions in 
October of last year with respect to the procurement with lesser de­
veloped countries. On the applicat ion of it to other donor countries 
the negotiations are still underway. One of the features of it is to 
make sure tha t the other donor countries do the  same t hing the  same 
way, so th at our suppliers would have access to the ir own program. 
If  tha t is not negotiated, tha t part will not be implemented.

Mr. Passman. I shall not quote out of  context, but I will insert this 
one sentence:

As an initia l step, I have directed tha t our own aid be immediately untied 
for procurement in the lower income countries themselves.

Certainly there would be more justification—I am not saying you 
have any—to untie any restrictions on th is mult ilateral approach be­
tween the nations and between the  United States, simply because we 
know tha t we have priced ourselves out of the world market. Many 
of these people are buying  their purchases abroad, and I believe this  
procedure is on the increase. You made the statement this  applied only 
to bilateral aid.

Again it wTould appea r to me it would be more appropr iate,  if 
appropr iate  at all, to untie it on the mult ilateral side than it  would

6 0 -2 0 8  O - 71 - p t.  1 - - - 2 3
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on the bilateral side because of the complex dealings vou have to have with these developing countries.
Mr. Petty. Also, the rule we are following on multil ateral  aid is that member countries share in the procurement of the funds of the institu tion. Nonmember countries do not get the prefe rred access to our taxpayers’ approp riate d resources.
Mr. P assman. It  was not my purpose to get into a hassle. I only know what the President said in his message, and I quoted it  directly.I wish that  you would p ut something in the record as to why you are not part  of this statement, or you would not come under the provisions of the President ial order, because he said he had initia ted the request already. I would assume it is in effect.You admit you have not had any familiari ty with it.Mr. Petty. I am quite famil iar with it.
Mr. Passman. It  is nice you are familiar with it.You are cooking in every kitchen. Chances are vou will be here tomorrow for the World Bank.
Mr. Petty. It  will be my pleasure.
Mr. P assman. We have to talk to these people who make decisions. You are a nice fellow with a nice job backing them up  with  experience, but we have to talk  to the people who make the decisions. Inasmuch as you said you are not familiar  with it, familiarize yourself Mr. Director and put something in the record, will you ?Mr. Costanzo. This applies to general policy going far  beyond th is Bank.
I should say I have read that . I am generally famil iar with it.Mr. P assman. Didn’t you tell me you had a general knowledge but you did not know it ?
Mr. Costanzo. Generally, but it affects matters going f ar beyond me.Mr. P assman. I am not quarreling  or debating. I am only asking if you would read it and look at the direct quotes and my question would be, does this apply to the Inter-American Development Bank ?Mr. P etty. No, si r; it does not.
Mr. Passman. Then put something in the record, my dear friend. Will you do that  ?
(The information follows:)

Untying Aid
The quoted sentence from the President’s Foreign Aid Message of September 15, 1970, appears in the summary section early in t ha t message. A more detailed trea tmen t of the subject appears near the end of the message in section 3, en­titled  “Promoting Effective Development Through Improved Economic Policies.” In th at section, the subject is treated as follows :“In the expectation tha t negotiations will soon be completed successfully. I have decided to permit procurement now in the lower income countries  under the U.S. bilateral lending program—an expansion of the  initia l step I took with  our Latin American neighbors.” (ital ics supplied)It is thus clear th at the policy stated by the  President was b yi ts  terms directed to the U.S. bilateral program, and not to multi latera l programs.
Mr. Passman. Now before we drop the curta in, I  am much more pro-Latin America than some of you gentlemen realize. I think  it is a must tha t we help them, in order for these La tin American countries to develop. But I can tell you the best children t ha t you find in America
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are those who had parents who were very firm. They were discip linar ­
ians. They used good discipline. I  would like to see us say specifically, 
categorically and to the po int, th at here is what we will do, but before 
we do it you have to do this. We are going to have to make the record 
and start  doing these things.

(Discussion off the record.)
Mr. Passman. I have these final two questions. O f the  U.S. paid- in 

capital to the Inter-American Bank, I think we referred to it as $150 
million, is tha t correct ?

Mr. Costanzo. Yes.
Mr. P assman. All of the o ther countries, and I  guess there are 22 of 

them, is tha t correct ?
Mr. Costanzo. Twenty-two, yes.
Mr. Passman. The 22 have paid in $119 million ?
Mr. Costanzo. In  dollars.
Mr. P assman. But the 22 countries are recipients  of thei r contribu­

tions and also ours, is tha t correct ?
Mr. Costanzo. That is right.
Mr. P assman. So the ones tha t paid in they get it back plus our 

$150 million. All we do is make the contribu tion and hope in the long 
run it is a good investment; not investment in dollar  return but  in­
vestment in good neighbor policy and helping the underprivileged to 
acquire higher status,  is that  true ?

Mr. Costanzo. Yes, tha t is true.
Mr. P assman. Thank you, gentlemen. The committee will recess 

unti l tomorrow.
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RYUKYU ISLANDS, ARMY ADMINISTRATION
W IT N E S S E S

LT . GEN . JA M E S B. L A M PE R T , H IG H  COM M IS SI O NER OF T H E  R Y ­
U K Y U  IS LA N D S

B RIG . GEN . C LA R K E T. B A L D W IN , J r .,  D IR EC T O R , IN T E R N A T IO N A L  
AND C IV IL  A F F A IR S , O FFIC E D E PU T Y  C H IE F  OF S T A FF FO R OP ­
E R A TIO N S

R IC H A R D  A. ERIC SO N, COUNTR Y O F F IC E R  FO R JA P A N , D E P A R T ­
M EN T OF STA TE

ED W A R D  W . O’FL A H E R T Y , IN T E R N A T IO N A L  AND C IV IL  A F F A IR S  
D IR EC TO R A TE, O FFIC E, D EPU T Y  C H IE F  OF  ST A FF FO R O PER A ­
TIO NS

ED W A R D  F R E IM U T H , O FFIC E  OF D EPU T Y  U N D ER  SE C R E T A R Y  OF 
T H E  A RM Y  (I N T E R N A T IO N A L  A F F A IR S )

COL. BRU CE T. FA LLS,  SP E C IA L  A SSIS TA N T TO H IG H  COM M IS SI ONER 
OF T H E  R Y U K Y U  IS LA N D S

JO SH U A  K R A M E R , COM PT ROLL ER, U.S. C IV IL  A D M IN IS T R A T IO N  OF 
T H E  R Y U K Y U  IS LA N D S

e d w a r d  j .  McLa u g h l in , in t e r n a t io n a l  and  c iv il  a f f a ir s , 
D IR EC TO R A TE, O FFIC E  D E PU T Y  C H IE F  OF ST A FF FO R O PER A ­
TIO NS

J. C. P A M P L IN , M IL IT A R Y  FU ND S D IV IS IO N , O FFIC E, COM PT ROLL ER  
OF T H E  A RM Y

PROGRAM AND FINA NC ING (I N  THOUSAND S OF DOLLARS)

1970 actual 1971 esti 1972 est

Program by act ivit ies:
Admin istrat ion............................
Aid to the  Ryukyuan economy.

Total obligations............................. .
Financing:  Unobligated balance lapsing.

3,400  3,301
17 ,491  3,36 9

20 ,891  6,67 0
11 ...............................

3,20 0 
1,250

4,45 0

Budget autho rity................................................................
Budget authority :

Appropriation............................................................... ...........
Pay increase (Pub lic  Law 91-3 05)....................................
Proposed supplem ental for  wageboard in cre ases.. ..  
Proposed supplem ental for  c ivilian pay act increases
Reappropriation......................................................................

Relation of obligat ions to outlays:
Obligations incu rred , ne t.....................................................
Obligated balance, start of year.........................................
Obligated balance, end of y ea r.. ......................................
Adjustments in expired accounts......................................

20 ,902  6,67 0 4,45 0

18 ,991  6,476  4,45 0
50 .....................................................................

................  96 ..................................

................  98 ..................................
1,8 61  .....................................................................

20 ,891  6,67 0 4,4 50
6,79 2 9,357  1,7 40

-9 ,3 5 7  -1 ,7 4 0  -3 2 0
- 2 2 8  .....................................................................

Outlays, excluding pay increase supplementa l
Outlays from wage-board supplem ental............
Outlays from civ ilian pay act supplem ental

18 ,998  14,111 5,8 52
.............. 87 9

89 9

(354)
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PROGRAM  AND FIN AN CING  (IN  TH OU SAND S OF DO LL AR S)

1970 actual 1971 est. 1972 est.

DE PA RTME NT OF TH E ARM Y

Personnel  compe nsation:
Permanent positions........................
Positions other than pe rm an en t.. . 
Other personnel co mpe ns at ion. ...  
Special  personal service payments

Total personnel comp ensat ion. 
Personal benefits : Civ ilia n employees. 
Travel and transportation of persons .
Transportat ion of t h in g s .. ...................
Rent, communications , and ut ili ties ...
Prin ting  and reproduction ....................
Other ser vic es........................................
Sup plie s and mat er ia ls. .......................
Equipm ent..............................................
Grants, subs idies, and con trib utio ns..

Total, Department of the Army

AL LO CA TION  TO UN ITE D ST ATE S INF ORMA TIO N AGE NCY

Other s erv ices ........................................................................................

Total obligations........................................................................

2,007 1,83 5 1,40 2
19 8 5

105 286 688
649 636 523

2,7 80 2,76 5 2,6 18
220 217 181
318 209 75

56 101 117
57 51 47

9 3 3
1,914 1,080 116

184 169 39
74 3 .

15,257 2,06 8 1,250

20,869 6,66 6 4, 446

22 4 4

20,891 6,6 70 4,450

PE RS ON NE L SUM MARY

Total number of permanent positions ...................................................
Full- time equiva lent of other positio ns................................................
Avera ge number of all em plo yees .......................................................
Avera ge GS grade....................................................................................
Average GS sal ary ....................................................................................
Average salar y of ungraded posi tions..................................................

319
4

248
1

174
1

318 257 181
9.7 9.6 9. 6

$13,741 $13,809 $13,849
$2,990 $3,351 $3,3 96

Note:— After the budget was submit ted. H. Doc. 92-93 was transmitted to Cong ress which contained an amendment  
of $114,000 for increased pay costs for FY  1972.

Mr. P assman. The committee will be in order.
We shall consider this  afternoon the  budget request for the Ryukyu 

Islands. We have as witnesses Lt. Gen. James  B. Lampert, H igh Com­
missioner of the Ryukyu Islands, Departmen t of the Army, and many 
fine supporting witnesses whose names appea r above.

I would assume, General Lampert, tha t you have a statement you 
would like to make to th e committee.

General L ampert. Yes; I do.
Mr. P assman. Fine. You may proceed.

General Statement or tiie H igh Commissioner of the 
Ryukyu Islands

General Lampert. Mr. Chairman and members of the committee:
I am happy to appear before the committee for the thi rd time to 

report on our administration of U.S. responsibilities in the Ryukyu 
Islands.

When I appeared before the committee last year, I described the 
situation in Okinawa and the outlook as we then saw it. Events have 
largely borne out what I said at tha t time. I n my travels throughout 
the Ryukyu Islands, I continue to observe a gr atifying fund of good­
will toward the United States and acceptance of the presence of our
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m ili ta ry  bases. U.S . au thor iti es  h ave main ta ined  a wo rkm anl ike  re la ­
tio nship  wi th the loca l governm ent of  the Ry uk yu  Is land s and its  
elec ted chief  executive, Mr . Chobyo Yara,  who  ret ain s wid e su pp or t 
amo ng the Ok ina wa n people. A vocal  and m il itan t minor ity  has con ­
tin ue d to explo it ir ri ta tion s and anxie ties ar is in g fro m the presence  
of ou r bases. Po lit ical  demo nstra tio ns  an d str ikes  have take n place 
fro m tim e to time. Va rio us  problem s, especia lly in ou r lab or  r ela tio ns  
with  our Ok ina wa n base employees , hav e req uir ed  ca ref ul  att en tio n. 
Ou r mili ta ry  bases, however , hav e at  all  tim es been able to ca rry  out 
th ei r assi gned miss ions  and th ei r key role  i n th e U.S . defense postu re 
in the  Pacific.  We have also been able effectively to dis charg e U.S . 
responsibil itie s fo r th e ad min ist ra tio n of the Ry ukyus which  we will 
con tinu e to b ear u nt il revers ion  tak es place. Th e Governm ent o f J apan  
has  p lay ed a  helpful  role. Th e official Ja pa ne se  de leg ation  in O kin aw a 
has wor ked  c losely with  U .S. au thor iti es  i n th e Pre pa ra to ry  C ommis ­
sion to develop  arr an ge men ts th at  wi ll insure a smooth an d orde rly  
tran sf er  of civ il au th or ity  to Ja pan  u pon revers ion .

We con tinue to  expec t th at  revers ion  wil l tak e place in 1972, a l­
tho ug h we do not ye t know  t he  effective dat e. Th is will  d epend on the 
outcome of the revers ion  n egoti ations bein g ha nd led  a t the dip lom ati c 
level  in T okyo.

We  exp ect  th at  af te r revers ion  ou r m ili ta ry  bases on Ok ina wa  will 
be go verned , as  is t he  case  with  ou r bases i n J apan  p rope r, by t he  ex ist ­
ing  Tr ea ty  of  Mutu al Coopera tion and Se cu rity wi th Ja pan  and by 
its  rel ate d arr an ge me nts  inc ludin g the St atus  o f Forces A gre ement .

For  fi scal ye ar  1972, we are req uesting  $4,450,000, of which  $3,200,- 
000 is fo r our Civ il Adm in ist ra tio n op erat ing costs  and  $1,250,000 is 
fo r aid  fo r the local Ry uk yu an  Go vernm ent’s publi c safet y act ivi ties, 
in pa rt icul ar  th e po lice.

PRESENT SITUATION IN  OKINAWA

As the  tim e of rev ers ion  app roa che s, bu t with  nego tia tio ns  no t as 
ye t comp leted, the po lit ica l atm osp here is m ark ed  by unc er tai nt ies  and  
anx ieti es in the minds of  the Ok ina wa n peo ple  as to wh at the fu tu re  
holds  in stor e. I believe it  is cor rec t to say th a t the Ok ina wa n people 
are  grati fie d th at  rev ers ion  is coming,  bu t wo rri ed  abo ut its  effect on 
them per son ally. Our  Ok ina wan base wo rkers  have ag ain reacted 
strongly  to  new and  sub sta nt ial  r eductions  in  personn el resu lti ng  from  
the  r edu ction in the  U .S.  defense  budget. Tw o s trikes, e ach of  48 ho urs  
du rat ion,  took  p lace  on Fe br ua ry  10 and 11 an d Ma rch  2 an d 3 of  thi s 
yea r. Po lit ica l p rob lem s have  also ari sen  fr om  in cid ents inv olv ing  U.S . 
personnel  an d Okinawans.  The se stimula te fee lings  of res en tment to ­
wa rd  con tinued  U.S . court  juris dicti on  ove r U.S . m ili ta ry  personnel . 
These resent ments  c on tribu ted  to the Koza riot  o f Dec ember 20,1970.  
In  ad dit ion , in Ja nuar y 1971, we ha d difficulties in ar ra ng in g fo r the 
in iti al  shipm ent in the removal of  chemical wea pons fro m Ok ina wa , 
large ly because of fears on the  par t of  O kin aw ans liv ing alo ng  the re ­
mov al route  th at  t hei r safe ty  might  be endangered . M ili tant  elem ents  
opposed to ou r bases seek to  explo it these  and  o ther  pro blems th at  ar ise. 
The act ivi ties of  thes e grou ps  plac e gr ea te r req uir em ents on U.S . and 
local  police au thor iti es  who are  respon sib le fo r the ma intena nce  of 
orde r an d the  security o f our  bases an d personn el.
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While the Okinawan economy and standard  of living has continued 
to grow, they remain heavily dependent on our milit ary bases and 
other outside support. The Government of Jap an,  looking toward 
reversion, has substan tially increased its aid to Okinawa to a pro­
jected level of $166.7 million for the coming year compared with 
$106 million in the current year.

Recent U.S. milit ary force realinements  in the Pacific have bro ught 
about some changes, including some reduction in the milit ary units 
stationed in Okinawa. Okinawa remains, however, the location of an 
extensive complex of valuable bases including Kadena Air  Base, the 
Arm y’s 2d Logistical Command, the 3d Marine Division, and major 
communications facilities.

BUDGET REQUEST

This year, we are requesting $1,250,000 for economic aid in fiscal 
year 1972. This consists of but one item—reimbursement to the Gov­
ernment of the Ryukyu Islands for public safety operations per­
formed on behalf of U.S. military forces and their dependents in the 
Ryukyus. All other items of economic aid have been deleted from our 
budget request.

Public safety services provided by the local government include: 
control of rallies, demonstrations, and other civil disturbances; en­
forcement of traffic und  safety regula tions; operation of penal and 
correctional institutions; immigra tion services; and other related ac­
tivities. We rely heavily on the Ryukyuan police during civil dis­
turbances. They are increasingly effective in controlling these dis­
turbances, and they are thus of grea t assistance to us.

We are also requesting $3,200,000 for administrative activities. 
The bulk of this is for pay of personnel. At the end of fiscal year 
1970, our USCAR organiza tion included 28 military, 107 U.S. civilians 
and 193 Ryukyuan employees. By the end of fiscal year 1971, these 
figures are expected to be 23 mili tary , 107 U.S. civilians, and 133 
Ryukyuans, respectively. At the end of fiscal year 1972, based on as­
sumption with respect to the reversion date, we expect these figures 
to reach zero.

The funds requested do not fall off as rapidly as the number of 
employees. This is caused by unavoidable termina l payments, includ­
ing severance pay for both Ryukyuan and U.S. employees, and t ran s­
porta tion costs back to the United States  for separated U.S. citizen 
employees. The cost of these terminal payments is estimated a t $900,- 
000 during fiscal year 1972.

general fun d

The USCAR General Fund, as the committee knows, derives an 
income of approximately $13 million per year, mostly from sale of 
petroleum products in the Ryukyus. This fund is used fo r p rojects to 
assist the Ryukyuan people.

As explained in the President ’s budget statement (p. 372), we ex­
pect to utilize $31,450,000 of anticipa ted general fund available moneys 
for such purposes in the remainder of fiscal year 1971 and through 
fiscal year 1972. It  is planned tha t this fund  will be closed as of
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June 30, 1972, although the final date also depends on the reversion 
date which has not yet been established.

SUMMARY

We expect that our military bases will remain on Okinawa and play 
a key role in our defense posture and in the defense of our allies in 
the Pacific fo r an undetermined number of years to come. The funds 
which we are requesting are, in my judgment, required to enable us 
to fulfill our responsibilities for the administration of the Ryukyus 
until reversion. They will enable us to make an orderly tran sfer of 
civil autho rity to Japan, and they will help  insure a continued stable 
and favorable environment for the continued operation of our mi litary  
bases in the years ahead.

FIV E-M INU TE RULE

Mr. Passman. Thank you, General. We will operate this afternoon 
under  the 5-minute rule. After each member has had an opportunity 
to interrogate the principa l witness fo r 5 minutes, then we shall revert 
back to the system we previously agreed upon, and each member will 
use all the time necessary fo r him to interrogate the witness.

The High Commissioner of the Ryukyu Islands wears a dual hat. 
This committee is interested in all of his problems, but as fa r as financ­
ing is concerned, our responsibility  is imited only to the economic 
aid part of the Ryukyu Islands and tha t is the request before the 
committee.

At this time I  yield to the distinguished gentleman from Maryland, 
Congressman Long.

RYUK YUAN ATTITUDE TOWARD UNIT ED STATES

Mr. Long. General Lamport , I spent some t ime on Okinawa about 
6 or 7 years ago. We were told tha t Uni ted States-Okinawan relations 
were pret ty good. I see you still maintain this is true. Yet we have 
been reading very different things in the newspapers. Do you feel a 
vocal and militant minority is demonstrating and causing disorder and 
tha t there is no fundamental problem with the people on Okinawa 
tha t will jeopardize our long-run tenure?

General Lampert. Mr. Long, as noted in my prepared statement, 
I do continue to believe the population of the Ryukyus enterta in a 
considerable amount of good will toward us as individuals and harbor  
littl e or no hostility  toward the United States and toward our admin­
istrat ion there.

There is a minority made up of diverse activist groups which takes 
every opportunity to capitalize on issues that, come along for various 
reasons which appear to motivate these various groups. This results 
in demonstrations, disorders from time to  time, which we do take very 
seriously and which we try  to handle as calmly and as carefully as 
we can. I  am aware sir, that from time to time these developments-----

Mr. Long. Isn ’t it always true  tha t minorities  end up by making 
situations untenable ?
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I remember t ha t President Johnson was forced to give up runn ing 
for the Presidency because of a very small minor ity—it made life 
so miserable tha t he finally changed his plans. Couldn’t tha t happen 
to us in Okinawa ?

General Lampert. I am certain  that h istory would demonstrate t ha t 
has happened in many places.

Mr. Long. When I was at Princeton before World War II , I  listened 
to a speech by Albert Einstein. He said if 2 percent of  the population 
set out to close any thing  down, no society can function. I am beginning 
to believe the minority is smaller  than  that  if it is really determined. 
Can we afford to be as optimistic as you are about Okinawa ? .

General Lampert. Maybe I can put it this  wa y: I believe we can con­
tinue to live in Okinawa and operate our milit ary bases satisfactorily  
and effectively for the foreseeable fu ture  as long as our  Government 
wants us to remain there. I would not attempt to  predict  the  number 
of years in which that situation would continue.

u.s. investment in ryukytts

Mr. Long. What  is our investment there  ?
General Lampert. We have invested in physical facilities  nearly 

$700 million over the years since we have been there.
Mr. Long. I s tha t our to tal investment ?
General Lampert. If  you count all of our aid expenditures on top 

of the physical facili ty construction, approximately $1 billion. Let 
me correct t hat  figure—$680 million in constructed facilities which the 
military forces occupy, and about $300 million more in economic aid.

Mr. Long. So it is about a billion dollars.
General Lampert. Yes.
Mr. Long. Are  we pursuing a policy of being cautious about pu tting 

more money into Okinawa unt il the picture is reasonably clear?
General Lampert. Yes, sir ; of course, we expect to close out our 

administration of the civil government in 1972. There is no contem­
plation of any economic assistance afte r tha t date. There has been no 
significant amount of new military construction in the 2 years tha t I 
have been there.

alternative western pacific base locations

Mr. Long. If  we are forced out of Okinawa, do we have a good 
fallback position, or are we going to be in a bad jam?

General Lampert. These questions are really out of my bailiwick. 
I am informed generally but they are not within my area of 
responsibility.

Mr. Long. I probably have used up my time, Mr. Chairman.
Mr. P assman. I want to thank the distinguished gentleman from 

Maryland . He always makes a good case. He was just getting to the 
point where he could make a good record but we are operating  under 
the 5-minute rule which limits members to about one question and 
one long answer.

Since we cannot do anything about i t and they are the  rules we will 
abide by them and return late r so the distinguished gentleman can 
finish his questions.
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Mr. Long. Mr. Chairman, you are the first to object to my quitting after 5-minutes of questioning.

ANTICIPATED REVERSION DATE

Mr. Siiriver. On page 5 of the statement you say you expect the admin istrative personnel figure to reach zero by the end of fiscal 1972.
General Lampert. Yes, sir.
Mr. Shriver. Aside from terminal  payments, do you expect to be back here next year requesting funds for administra tion costs?General L ampert. So f ar as I  now know I do not expect to be back next year requesting additional appropriations. I should say that  the agreement between the President  and the Prime Minister of Japan for the reversion to civil government states tha t it is expected that the transfer  of the civil government will take place in the calendar year 1972.
(Discussion off the record.)
General Lampert. Tf the actual reversion date should be in the lat ter  part of 1972, this would be into fiscal 1973. I just  have no informat ion which would permit me to be specific on that .

FUNDS FOR PUBLIC SAFETY ACTIVITIES

Mr. Shriver. Would funds fo r public safety be needed in view of the continuing presence of U.S. forces ?
General Lampert. We do not believe so, sir, because the police forces and public  safety will become the  responsibility of the  Govern­ment of Japan.
Under our Mutual Security Trea ty the Government of Jap an is obligated to take care of the public security outside of our bases.

U.S.  FORCE REDUCTION ON OKINAWA

Mr. Shriver. On page 4 of your statement you mention the reduc­tion of our forces in Okinawa as part of the overall realignments in the Pacific. Can you tell us more about tha t reduction? What is anticipa ted in the fu ture  ?
General Lampert. Sir, the reductions scheduled for the futu re I am not informed about. The reductions which have taken place in the past year in Okinawa have been measurable but not extremely large.
Our  ant i-a ircraf t defense organization, which is an army unit  has been reduced in stre ngth by about 60 percent. The MACE missiles which were m aintained in Okinawa by the Air  Force were removed slightly more than a year ago. There  have been certain  reductions in the last couple of months in Air  Force flying units in Okinawa, offset to some extent by the introduction of additional airc raft  moved down from Japan. Beyond that , in my statement I was referring to certain additional reductions which I  am sure the committee knows more about tha n T, which have been announced to take place in Jap an and in Korea, and of course the  progressive reduction in the strength in Vietnam.
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OTHER ASSISTANCE TO TH E RYUKYUS

Mr. Shriver. Do we have any other  assistance programs in the 
Ryukyus for fiscal 1972, such as food programs ?

General L ambert. The Food for Peace Program will continue until  
the end of our tenure estimated to be in 1972. We do, as explained in 
the printed Budget, plan to continue until the end of our tenure  an 
economic assistance program funded from our General Fund , which 
is the fund generated primarily by our sale of petroleum products  to 
the local economy. Those are the only American programs underway or 
visualized. I am sure you know tha t the Government of Jap an  is 
carry ing on a very large economic assistance program and has for 
several years.

Mr. Shriver. So you do not expect tha t an economic assistance pro ­
gram will continue a fter  reversion?

General L ambert. I  do not expect th at it will, and I have no knowl­
edge that one is planned.

ADMINISTRATIVE ACTIVITIES BUDGET REQUEST

Mr. S hriver. I notice on page 3 of the  justificat ion book that  while 
your program level has been reduced by 80 percent over the past 2 
years, the administrative costs have gone down only 6 percent. Would 
you comment on that  ?

General Lambert. Yes, sir.
The administra tive costs are almost entirely the personnel costs asso­

ciated with our civil admin istration organization, which is the civil 
government advisory organization.

The costs of t ha t o rganizat ion are not directly  proportionate to the 
size of our economic assistance program because many of the people 
in the organizat ion are concerned with advising  going activities and 
departments in the Ryukyu Government. F or example, the element in 
our organization which advises and works with the police. Beyond that 
we are increasingly occupied in working on the planning for  the trans­
fer of the Government, not only with the Ryukyuan Government but 
with the representatives of the Government of Japan. This consumes 
a great deal of our people’s time. The final th ing  T would say, sir, is 
tha t about $800,000 of the administrative costs contained in our request 
are for  termination costs associated with our employees who will in fact 
be separated from the rolls. This is the transportation  back to the 
United States for American employees who are entitled to i t, separa­
tion pay for American and Ryukyuan employees who are separated and 
certain  associated costs.

RY UKY U TRAVEL U N IT

Mr. Shriver. You are requesting $15,000 fo r severance payments  to 
to Japanese  nationals employed by the Ryukyu travel unit.

General Lambert. Yes, sir.
Mr. Shriver. What  is the purpose of this uni t?
General Lambert. Tha t is a small office belonging to us which is 

located in Tokyo. As pa rt of the administration of our responsibility,
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we validate all requests by people o ther than American citizens for entrance into the Ryukyus.
People who wish to come to the Ryukyus from Japan, and these are mostly Japanese citizens, do this by applying to this small office which 

w e  maintain in Tokyo. Tha t office is in pa rt staffed by Japanese citizens.
SEVERANCE PAY

Mr. Shriver. So tha t severance goes to the Japanese.
General L ampert. Yes.
Mr. Shriver. Do we pay severance to U.S. nationa ls who are leav­ing due to reversion ?
General Lampert. Yes, sir ; under the civil service laws and regu­lations we do to all of those who have the a ppropria te r ights.Mr. Shriver. I thin k I  have used my time.
Mr. Passman. Thank you, Mr. Shriver. Mr. Roybal?
Mr. Roybal. General, along the same lines, the severance pay would be included in the estimate you have made which is $900,000 during  the fiscal year 1972, is tha t correct ?
General Lampert. Tha t is correct and I than k you for correcting me.
I believe I said $800,000 a minute ago. I should have said $900,000. 

USCAR GEN ERA L FU ND  PROGRAM

Mr. Roybal. I am also interested in the statement made on page 6 where you say tha t the USCAR general fund  derives an income of approximately $13 million per year and this fund  is used for projects to assist the Ryukyuan people.
General Lampert. Yes, sir.
Mr. Roybal. Wha t kind of assistance do they get?
General Lampert. This  is economic assistance. This fund has over the years supplemented the di rectly appropriated  economic assistance projects paid for by the appropriations which we have sought. For example, in the period between now and reversion the largest expendi­tures  will be to complete a very large water supply dam in north ern Okinawa in which we expect to spend $7,790,000 in the remainder of this fiscal year and fiscal year 1972. We expect to obligate $3,300,000 to complete our share of a modern sewage disposal system which we have been constructing for the past several years in southern Okinawa,  the heavily popula ted part.  We expect to obligate approximately $15,500,000 to continue construction of one major highway badly needed in Okinawa which has been underway for several years and to extensively repair  one of the important  secondary highways. Those 

are the principal items included in this program, sir. There are a number of others which T would be glad to mention.
Mr. R oybal. This is in addition to the $1,250,000 tha t is app ropri­

ated for economic aid.
General Lampert. Yes, sir.
Mr. Roybal. So the figure for economic aid is in excess of $14 million.
General L ampert. Yes, sir. In the last  2 years, fiscal 1971 and 1972 we expect to obligate about $31 million from this  General Fund on
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economic ass ista nce  prog ram . To  th at will  be added the $1,250,000 
con tained in ou r reques t now before  the  commit tee.

Mr. Roybal. Th e $13 mil lion  you ge t fro m pe tro leu m pr od uc ts  is 
no t inc lud ed in the  req ues t you are  ma kin g.

General  L ambert. Th at  is correct , i t is  no t p ar t of the $4,450 mi llion. 
How’ever, it  is rep or ted in the  Pr es id en t’s budget docume nt.

Mr.  Roybal. Th is is in  ad di tio n to  the requ est.
General  L ampert . That  is cor rec t.

FUTURE OF POL INCOME

Mr. R oybal. W ha t will ha pp en  to th is  income once the rev ers ion  
tak es  place?  Who wil l hand le it?

Gener al L ambert. Th e incom e comes pr im ar ily fro m the im po rta­
tio n of pe tro leu m prod uc ts which we, the  civi l ad min ist ra tio n,  sell 
th ro ug h local di str ibutors. At  the end  o f ou r ten ure th is  ac tiv ity  will  
cease entire ly.  I t  will  be  r eplaced, I  p resume, by the normal pe tro leum 
marke tin g d ist rib ut ion sys tem  p reva ili ng  in J ap an , since O kin aw a will 
become part  of  J ap an . Th is  wil l be t he  res pons ibi lity of  t he  J ap an ese 
Governm ent an d no  lo nger o ur  re sponsib ilit y.

Mr.  R oybal. I t  is qu ite  possibl e th a t the peo ple  of  the isl and will  
no t be rec ipi en ts of  the  ty pe  of  he lp they  are ge tti ng  at  the presen t 
time.

General L ampert. That  is poss ible,  al thou gh  th e p at te rn  of  Ja pa ne se  
economic ass ista nce  to Ok ina wa  so fa r ha s been very gen erous an d I 
would  e xpect th at  it would  c onti nue .

R Y U K Y U A N  ATTI TU DE TOWA RD T H E  JA PA N E 8E

Mr. Roybal. I  ha ve one las t qu estio n.
Do the  na tiv es  o f the  isl an ds  get alo ng  well wi th the Japa ne se  ?
Gener al L ampert. S ir,  I  hesitate  because  the  sh or t ans wer is no t yes. 

The ans wer I  be lieve  is they get  a lon g q ui te well wi th  th e Japa ne se  but  
there are  tensions betw een the m which re la te to  th ei r histo ry. Mr. 
Er ics on  is Fo re ign  Servic e officer, and he is her e and he may wish to 
add to  th at . He  has lived  a nd  s erved in Ja pan  and is in tim ately  f am il­
ia r w ith  it.

Mr. E ricson. I  th in k the sh or t ans wer is th at  the Ok ina wa ns  are  
Japanese .

Mr. R oybal. The y d on’t th in k so.
Mr. E ricson. B efo re the war, as you are aware , O kin awa was a pr e­

fec tur e of Ja pan  and the  Ok ina wa ns were  cit izens of  Ja pa n.  I wou ld 
agree  with Gener al La mpe rt,  they  hav e some res erv ations about the 
st reng th  of t hi s co mm itment . But  it  is t he only one th at  is  open to th em 
an d I  th ink most o f them  do r eg ar d themselv es as  Jap anese.

Mr. Roybal. Mr . Ch air man , my un de rs tand ing is t hat  t he re  is qu ite  
a bi t of  confl ict betw een th e two  gro ups. Whil e I was in Ok ina wa  I  
was  to ld  th at  a conf lict exis ted , th at  the na tiv es  of  the  isla nds would  
ra th er  no t be un de r the domina tio n of  the  Japanese . I  th in k we can  
go i nto thi s as we go alo ng in  the h ea rin gs  because m y tim e has e xpired.

Mr. E ricson. I  would be hap py  to.
Mr . P assman. Mr . McEwen.
Mr. M cE we n. Tha nk  you , M r. Ch air ma n.
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JA PA NES E ECO NOMIC  ASSIS TA NC E TO THE RYUKYUS

Mr. McEwen. General, on page 4 of our statement, you refer to 
to the level of assistance from Japan which is projected at $166.7 mil­
lion for the coming year compared to $106 million in the curren t year. 
When did Jap an s tart giving aid to Okinawa ?

General Lampert. I believe about 1962, sir.
Mr. McEwen. I t was p rior  to the time of the talks returning  the 

Ryukyus back to Japan ?
General Lampert. Yes, sir, that  is correct. May I  correct that date 

when I have had an opportunity to verify it, please, sir?
Mr. McEwen. Yes, indeed.
General L ampert. I am informed that  the first year in which there 

was a Japanese contribution  was 1959, when there was a small Ja pa ­
nese economic assistance contribution. It has grown steadily through  
the years.

Mr. McEwen. What is the form of tha t assistance?
General Lampert. In the current year, when the  total is $106 mil­

lion, about $25 million is in the form of loans and the remainder in 
the form of grants. It  is used for a wide variety of purposes.

Mr. McEwen. For public works?
General L ampert. Yes. sir.
I have some examples here. Various types of public works related 

to industria l development and land development. A wide va riety of 
social welfare programs of various types. Fo r tuberculosis control, 
mental health activities, the provision of Japanese doctors, contribu­
tions to hospitals, and contributions  to welfare.

There is a large contribution to education, including a subsidy of 
nearly $17 million to public school teachers’ salaries: money for the 
construction of schools, for many educational activities of various 
kinds. There is a large amount fo r direct financial assistance to munici­
palities, and a large number of rather small programs which have 
been included in this total. I have a list here of the aid program as we 
now know it for the fiscal year which lies ahead, which has something 
on the order of 137 separate projects.

Mr. McEwen. Ts this in a table that  you have at th is time prepared?
General Lampert. Sir. it is in some data which I brought along 

which we secured from the local office of the Japanese  Government in Naha.
Mr. Passman. Without objection, we would like to insert the ent ire 

statement in the record so we will have a better understanding of the matter.
(The information follows:)

Aid Program F rom the Government of J apan to th e Ryuk yu  I slands in 
J apanese F iscal  Year 1971 (F iscal  Year 1972)

Grand to ta l--------------------------------------------------------------  $166, 722, 682
A. General aid fun ds_____________________________ _____  118, 667, 126
I. Government ope rationa l expense_____________ _________  15,2 88,8891. Governm ent operational expense______________  15, 288, 889II.  Ind ustrial  promotion  and nat ional land dev elop men t_____  12, 688, 575

2. Agricultura l land developmen t________________  744, 403
3. Agricultural fac ility_________________________  291, 667
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Ind ust ria l prom otion and  nat ion al expense—Continued
4. Forest development expense__________________
5. Governm ent road  con stru ctio n________________
6. Piers, harb ors and fishing ports________________
7. Mountain  conservation and flood con tro l_______
8. Retaining wal ls_____________________________
9. City  planning  ac tiv ity ___ _____ _____________

10. Highw ay survey _____________________________
11. Model farm________________________________
12. Livestock imp rov ement______________________
13. Agriculture  struc ture improvem ent____________
14. Agricultura l produc t dis tributio n fac ility_______
15. Pla nt qua ran tine measure____________________
16. Coastal fishery pro motion____________________
17. Sugar cane prod uction encouragement ac tiv ity __
18. Small-medium industry guidance______________
19. Fun ds for small -medium indust ry modernization

loan, special acc oun t_______________________
20. Small-medium indust ry elevation  f un d_________
21. Small-medium industry credit gua rantee expense. .
22. Small-medium industry equ ipm ent  loan sys tem __
23. Small -medium industry ha ll__________________
24. Okinawa agr icultural deve lopm ent experim enta ­

tion ac tiv ity ______________________________
25. Fishery research  cen ter_______________________
26. Bagasse feed dev elopment____________________
27. Ca ttle  tick  exte rmina tion_____________________
28. Farm household basic ledger prepara tio n_______
29. Agricultural-fishery cooperativ e employee’s tra in­

ing office_________________________________
30. Agricul tura l census__________________________
31. Ind ust ria l complex site land  recla mat ion survey
32. Industr ial  s tat isti cs survey ___________________
33. Governm ent certified nurse ry_________________
34. Naha Airport improvement___________________
35. Prom otion of sugar indu str y__________________
36. Ind ust ria l deve lopment fund__________________

II I.  Social welfare and  medica l____________________________

$222, 500
483, 933 

3, 620, 439
170, 100 
144, 700 
474, 292

5, 556 
42, 306

326, 672 
49, 200 
13, 100 
17, 903 
99, 614

106, 000 
54, 333

277, 778 
342, 428

83, 333 
83, 333 
91, 667

294, 683 
59, 722
6, 250

177, 561
16, 494

63, 889
158, 333 
13, 986
7, 956 
5, 556

2, 194, 444 
1, 388, 889

555, 556 
23, 507, 309

37. Disp atch  of d octors and  dent ist s______________
38. Men tal hea lth cou ntermeasure________________
39. Tuberculos is countermea sure__________________
40. Phys ically  handica pped welfare mea sure________
41. Livelihood pro tect ion ac tiv ity _________________
42. Child welfare counterme asure_________________
43. Old-age welfare measure______________________
44. Waste disposa l fac ili ty_______________________
45. Social welfare fac ili ty________________________
46. Okinawa Seiwa Hospi tal_____________________
47. Welfare activ ity  guidance personnel and  welfare

act ivi ty specialist esta blishment  expense______
48. Mother-child welfare fund____________________
49. Widow welfare fund _________________________
50. Household rehabi lita tion loan ac tiv ity __________
51. Physically handica pped employm ent pr om ot ion._
52. Vocational training facili ty imp rov ement_______
53. Public  housing______________________________
54. Child governess for children of mothers in mate r­

nity condition____________________________
55. Child governess training loan fund_____________
56. Welfare office im provem ent___________________
57. Public welfare comm ittee member ac tiv ity______
58. Women’s protect ion ac tiv ity __________________
59. Disease con trol_____________________________
60. Mother-child hea lth ac tiv ity __________________
61. Nursing school facili ty improvement___________

324, 531 
1, 473, 514 
1, 554, 708

101, 325 
5, 333, 247 
1, 499, 461

374, 683
374, 353
520, 461

32, 053

10, 794 
27, 778 
13, 889 
85, 008 
16, 237 
21, 917

962, 889

881
500

2, 850 
2, 475

157, 361 
55, 556
33, 047

147, 692
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Social welfare and medical—Continued
62. Pos tgradu ate  medical education pro gra m_______  $257, 89263. Governm ent hosp ital facili ty imp rov ement_____  65, 06964. Governm ent dispen sary______________________  4, 978
65. Hab u counterme asure________________________  8, 27566. Vocat ional tra ining office expense______________  30, 21167. Unemployment countermeasure  ac tiv ity ________  549, 61968. Ind ust ria l development youth  t ra in ing_________  61, 09469. Part- tim e work publ ic vocation al guidance office

est abl ishment_____________________________  41, 05570. Working  y outh hom e________________________  31, 25071. Employment prom otion of unem ployed middle-old
aged persons______________________________  85, 35072. Daily labore r’s employm ent counterme asure____  9, 00673. Water sys tem _______________________________  389, 39774. Rural  elec trifi cation_________________________  102, 50075. Vocationa l tra ining within U.S. forces’ ins tal la­
tions_____________________________________  78,83376. Social welfare hal l___________________________  41, 667

77. Atomic bomb  pa tie nt ’s countermea sure_________  23, 11178. Han sen’s disease cou nterme asure______________  100, 89479. Nation al hea lth  insu rance____________________  2, 496, 06480. Nat ional pension ____________________________  3, 830, 14281. Welfare annu ity _____________________________ 44, 86982. Unemployment insurance ac tiv ity _____________  542, 20383. Counterm easures for persons  separa ted  from U.S.
forces employment________________________  1, 596, 619IV. Ed ucation__________________________________________ 28, 923, 995

84. Tea cher’s sal ary _____________________________ 16, 737, 66785. Free  textboo k dis tribu tion____________________  725, 24486. School faci lity ______________________________  6, 615, 35687. School equipm ent___________________________  1, 203, 56488. Special school att end anc e enco uragement fu nd __  40, 66989. School a ttendanc e encouragement subs idy for stu­
den ts who are in need of to ta l or partial pro tec ­
tio n______________________________________ 218,07590. Rem ote area education prom otion and  school
amalgam ation sub sidy_____________________  22, 40691. Kin dergar ten  imp rovement___________________  26, 142

92. Private school s ubsid y_______________________  112,13993. Audiovisual library imp rovement______________  4, 44494. School lunch program dissemination___________  64, 14795. Shi-Cho-Son cent ral community hall const ruc tion. 44, 18696. You th hom e________________________________  27, 77897. Educational sta tis tics survey __________________  2, 91498. Edu cat ion  personnel hea lth exam ination and  tr ea t­
ment expense_____________________________  1, 32899. Local sports encouragemen t___________________ 2, 778

100. Cul tura l pro per ty pro tection  ac tiv ity . ...................  51,650101. Nation al schola rship program_________________  393, 592102. Scholarship loan program_____________________  235, 533103. Univer sity  of Ryuky us improvem ent expense___  1, 003, 244104. University  of Ryukyus’ hospi tal fac ility________  1, 340, 125105. Nation al youth  hom e_______________ ____ ____ 51,014V. Municipa l finance___________________________________  11, 111, 111
106. Financia l assis tance  t o municipalit ies___________ 11,111,111VI. Reversion  commemoration  pr oj ec ts ............... ............. .......... 18, 892, 917
107. Per ime ter road  const ruc tion__________________  9, 444, 444
108. Ba ttle  site  improvement______________________ 473, 631109. Water resource deve lopm ent survey ____________ 765, 264110. Ho vercraft_________________________________  716, 250111. Tree planting fes tival________________________  134, 450112. National spor ts meet fac ility __________________  7, 358, 878VII . Oth er_________________________ ____________ ________ 5,28 6,56 4
113. Techn ical ass istance_________________________ 418, 572
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Other—Continued
114. Firef ighting f aci lity__________________________  95, 333
115. Fire defense schoo l___________________________  88,0 78
116. Mil itary base vicin ity im pro vem ent____________  900 ,172
117. Public hazard prev ention_____________________  5, 747
118. Police faci lity _______________________________  109,200
119. Police comm unica tion fac ility_________________  772 ,106
120. Traffic safe ty measure_________________    86, 578
121. Land  damage survey _____________     27, 778
122. Youth development measure__________________  5, 281
123. Rem ote area transp ort ation  c ounte rmeas ure ____  55, 858
124. Pilo t t raining cen ter_________________________  277, 778
125. Sewer syst em _______________________________  708, 575
126. Diet representatio n expense___________________  83, 333
127. Prom otion of em igratio n______________________ 3, 942
128. Populat ion census___________________________  7, 881
129. Reform atory facility _________________________  52, 808
130. Lan d sur vey ________________________________  222, 222
131. Nation al land improvement___________________  149, 397
132. Nav igat ional aid____________________________  133, 972
133. Training of ai r operational personnel___________  13, 714
134. Seam en’s tra ining school fac ility_______________  381, 306
135. Wea ther  facili ty_____________________________  696, 933

VIII . Adjustmen t f und_____________________________________  2, 777, 778

136. Adjustme nt fund ____________________________  2, 777, 778
IX . Nampo Doho Engo K ai ______________________________  189, 989

137. Nam po Doho Engo Kai pro jec ts_______________ 189, 989
B. Fina ncia l inv estment loan fun ds_______________ _________ 38, 888 ,889

I. Loan funds for indust ria l development, et c______________  25, 277, 778
II . Loan funds for  improvemen t of public faci lities, etc________  13,611,111
C. Loan funds from Japane se rice sale proceeds_______________  9, 166, 667

Mr. McEwen. Thank you, Mr. Chairman.
Mr. Passman. Let me make this observation. The closer the date of 

’•eversion approaches, the greater the Japanese economic aid to Oki­
nawa, is tha t correc t ?

General Lambert. Th at is correct.
Mr. Passman. So they are really helping their own people. They 

know very well tha t Okinawa is going to revert back to Japan.  So 
there is nothing so sensational about the increased Japanese aid.

General Lambert. It  seems to me very wise on their par t.
Mr. Passman. It would be like the Federa l Government helping 

Maryland or Louisiana. They know very well that Okinawa is on the 
verge of becoming a par t of Jap an and they have tremendous in­
terests there th at they must protect.

General Lambert. I think they feel a very s trong  sense of responsi­
bility for Okinawa.

Mr. Passman. Besides the responsibili ty, they have very profitable 
trade ties, do they not ?

General Lambert. Yes. The bulk of Okinawa commercial business 
is with Japan.

Mr. P assman. So they make a tremendous profit off the Okinawans.
General Lambert. I am not sure about the profits.
Mr. P assman. Let us say sales then.
General Lambert. Yes, sir.
Mr. Passman. The Japanese do not do business for the fun of it ; 

they do business for profit.
60-2 08 0 — 71— pt.  1------ 24
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General Lampert. I believe that to be true.
Mr. Passman. Let us not be too sympathetic toward the Japanese. 

They are only protecting thei r own people who will be a province of 
Jap an in a very short while. Of course, the sugar production on Oki­
nawa means an awful  lot to J apan. They have th at to protect,  too.

General Lampert. They buy the entire annual outpu t, about $45 
million.

Mr. Passman. Before I yield to my colleague, briefly, what are the 
sales to the Okinawans from Jap an  annually? What is the grand  
to ta l?

General Lampert. The grand total of Okinawan imports is ap­
proximately hal f a million dollars.

Mr. Passman. H ow much economic aid did the Japanese giv^ tbat  
same year ?

General Lampert. In 1970, $106 million.
Mr. P assman. So the a id total represented about 20 percent of the 

imports.
General Lampert. Yes, sir.
Mr. Passman. By the time you take the manufacturer ’s profit , the 

dist ribu tor’s profit, and the retai ler’s profi t, they still wound up with 
a big profit over and above what they gave them.

General Lampert. I expect tha t is right.
Mr. P assman. Thank you very much.
Mr. Galifianakis.
Mr. Galifianakis. It  is very nice to see you, General.
General Lampert. Thank you, sir.

IM PA CT  OF REVERSION ON BUDGET REQ UEST

Mr. Galifianakis. Does the  budget request contemplate whatever 
expense is involved in the reversion? Do you contemplate the rever­
sion to transp ire within  the next fiscal year?

General Lampert. We expect tha t the reversion will take place in 
1972, and as I explained-----

(Discussion off the record.)
Mr. Galifianakis. So the budget request does not contemplate the 

actual reversion. You have a different proposition.
Mr. Lampert. Sir,  this budget contemplates all of the expenses to 

the civil administ ration up until reversion based on an assumed rever­
sion date of the end of June.

Mr. Galifianakis. What is your projection as to what the expecta­
tion of this Government, budgetwise, would be afte r the reversion? 
Is it within your negotiations now as to what price will be paid for 
maintaining  our bases there ?

General Lampert. Sir , the bases in Okinawa, as I  understand it, will 
come into the same legal position and the same administrative posi­
tion as our bases in J apa n proper, which I understand to be t ha t the 
Government of Japan pays the expenses of our supplying the bases 
and makes the bases available to us.

Mr. Ericson of the State Department, who represents the negotiating 
side, may wish to correct me on that.
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Mr. Ericson. Tha t is absolutely correct.
Mr. Galifianakis. I)o you contemplate a surcharge  to the U.S. 

Government at all?
Mr. E ricson. No, sir. In effect, we expect a savings to the U.S. Gov­

ernment in this context.
Afte r reversion, the Japanese Government will furnish us the areas 

and fac ilities on which our bases are located. This means where private 
land is involved the Japanese Government will pay the leases where 
we now pay them.

Mr. Galifianakis. The Government of Japan  ?
Mr. Ericson. Yes; the Japanese Government will continue to furnish 

us the state, p refectu ral and private land where our bases are located.
Mr. Galifianakis. I read the  general’s statement, and the summary 

seems to be optimistic, and I am hopeful it will turn out tha t way. 
However, suppose a surcharge type is proposed, do you contemplate 
any figures as to what type of demands will be made?

Mr. Ericson. Our arrangements with Japan make no provision for 
any surcharge of the type you have in mind. We simply do not con­
template it  at all.

Mr. Galifianakis. In the event tha t should arise, what  is the alte r­
native planning? If  the optimism was not borne out, what do you 
see as an alternative ?

Mr. Ericson. We have not thought of any alternative, sir, because 
if one of this nature did arise it would seem to be an attempt by the 
Japanese to revise the  security treaty and the status of forces agree­
ment. They could not make such a demand without making provision 
for  it in our arrangements with them.

Mr. Galifianakis. Tha t is a possibility, is it not ?
Mr. Ericson. A very remote one.

R E IM B U R SEM EN T  FOR PU BLIC  SA FE TY  ACT IV IT IE S

Mr. Galifianakis. On page 4, I  would like a little elucidation on 
the $1,250,000 figure, pa rticu larly  as i t says this consists of one item, 
reimbursement to the Government for public safety operations. Could 
you elaborate on what kind of service is actual ly rendered there?

General Lampf.rt. Yes, sir. This is a cash contribution to  the Ryukyu 
Government for the pro-rata share of thei r public safety activity, 
which is primarily the police force. It  represents  slightly  less than 
12 percent of the annual cost of operating the police force. In Okinawa 
the Ryukyu police force has about 1,800 men in uniform with whom 
we have worked over the years, in tra inin g and equipping. Tha t police 
force we rely on very heavily to help  us during these ra ther frequent 
civil disturbances of various types which take place in Okinawa. One 
of the principles that  I try  to follow is to the extent possible I  try  
to deal with the Ryukyuan demonstrator by having a Ryukyuan 
policeman take care of him rather than having an American soldier 
or marine or airman take care of him.

I  do not  always succeed in this  but I always try. We make a s trong 
effort to support the police force and re ly on them heavily. The dem­
onstra tion force control is only par t. They are involved in investiga-
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tions of crimes, investigation and control of traffic. Included in the 
public safety is the immigration control in Okinawa in which we 
have a s trong interest. The operation of fire departments and certain 
related minor activities in the public safety field. The basic par t is the 
police operation.

Mr. Galifianakis. They do not have a par ticu lar segment of that 
force allocated for purposes of protection to the milita ry and their 
dependents, do they ?

General Lampert. Not permanent ly except for a small number. 
There are about 40, I believe, who participa te all the time in joint 
patrols with our milit ary police. They make them available when 
we need them.

For example, we have had two strikes this  year, fortunately ne ither 
one giving us extreme difficulty, but each lasted for 48 hours and in­
volved picketing by union members and others at 40 or 50 different 
gates. Our mi litary  bases are scattered around.

During each of those 48-hour periods on the order of 800 Ryukyuan 
police were committed full time to helping us in various ways.

Mr. Galifianakis. ITow many people are we talk ing about being 
protected by tha t force ?

General Lampert. There are 95,000 Americans in Okinawa, of whom 
50,000 are in uniform.

About 35,000 are family members, women and children. The re­
mainder are American civilian employees of the U.S. Government 
or American businessmen.

Mr. Galifianakis. Do you parti cipa te in the training of that police 
force ?

General Lampert. We have in the past. They largely handle i t them­
selves now with a considerable amount of technical advice from the 
Japanese National Police Force

Mr. Galifianakis. Do you furnish them any equipment?
General Lampert. We have in the past.
Mr. Galifianakis. You do not get a reciprocal adjustment for doing tha t ?
General Lampert. No, sir. That  has been pa rt of our direct assist­

ance. I am quite sure th is is true. In each case we have explained our 
presentation to this committee and to the Congress.

Mr. Galifianakis. Do you contemplate the same relationship afte r 
the reversion th at you now enjoy ?

General Lampert. We hope for the same sort of harmonious rela­tionship.
We do not expect to be subsidizing them in any way because they 

will become p art  of the Japanese National Police structure, either as nationa l police or prefectural police.
Mr. Galifianakis. So the $1,250,000 will not be a recurring item?
General Lampert. Tha t is right , we do not expect to ask for any 

more assistance.
Afr. Reigle. Mr. Chairman, thank you.
Mr. P assman. Mr. Reigle.
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PAY OF PERSON NE L

Mr. Reigle. Mr. Chairman, thank you.
On page 5 of  your statement, I notice you are asking for $3,200,- 

000 for adminis trative activities for the coming fiscal year, and tha t 
you anticipate as of Jul y 1 of this year tha t you are going to have 
approximately 263 people on board, the bulk being Ryukyuans.

So you have 263 people start ing the  coming fiscal year.
If  you were to have tha t many people on board all year long tha t 

figures something in excess of $12,000 a person on an annual basis. 
I assume because you are going from tha t figure down to  zero by the 
end of the year, if you were to assume you would have approximately 
hal f tha t number on board for the whole year, we are talking about 
a cost tha t would range probably on the order  of  something closer to 
$20,000 or $25,000 plus per person. It  seems to me that is an 
awful lot particularly in the light  of the fact tha t hal f of these em­
ployees are local employees. Tha t figure seems awfully  high to me.

General Lampert. The average will be more than half. Assuming, 
and we do not know fo r certain the reversion date, but assuming re­
version at the end of fiscal year 1972, we would expect to  have 164 
people on duty on the last  day and they would all be separated on that  
date. So the average as reflected in our calculations, employment 
throughout fiscal 1972, is higher than  one half.

Mr. Reigle. So we are still talk ing about an average salary tha t is 
something close to $20,000 a head. I am sure it  is higher in some cases 
and lower in others.

separation pay costs

Geneal Lampert. Sir, about $900,000 of the personnel costs included 
in our request is for  separation pay for bo th American employees and 
Ryukyuan employees terminated and, it is to cover transpor tation 
back to the United States for those American employees terminated 
whose terms of employment entitle them to t ransportation back to  the 
United  States. The figure we have submitted for average salaries shows 
for the average classification act—U.S. personnel—or GS salary, 
$13,849, and the average salary of local nationa ls or ungraded po­
sitions $3,396.

Mr. Reigle. So what you are really saying is tha t the bulk of the 
cost is not for salaries as such, but it is for other things other than  
salary ?

General Lampert. I believe most is for salaries but a large portion 
of the total amount is for  purposes other  than  salaries.

CATEGORIES OF AD MINIST RA TIO N COSTS

Air. Reigle. But if your average salary for lower grade people is 
$3,000 a year , and I assume most of the native employees would fall 
into tha t category, it would seem like the bulk of your cost has to go 
for other than wages.
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Why don’t you for the record split these numbers out, and see what 
it costs for salaries per se, both American personnel and native per­
sonnel, and then what is left . Tn other words, wha t is the rest of the 
administrative  cost and how is it split out in terms of  the travel costs?

(The information follows:)
FISCAL YEAR 1972 ARIA ADMINISTRATIVE ACTIVIT IES $3,200,000

Regular Separation
costs costs

Pay o f personnel..................................................................................................................... $2,080,600  $718,400
U.S. personnel:

Military reimbursement.........................................................................................  304, 000 ..............................
Civil ian :

Regular............................................................................................................. 1,391,700  ..............................
Term inal leave................................................................................................................................. 51,100
Separation pay.......................................................................................................; ........................ 140,000

Local national qersonnel:
Regular..................................................................................................................... 384,900 ...............................
Terminal leave.  ....................................................................................................................................  27,300
Separation pay.............................................................................................................. .........................  500,000

Travel of U.S. civ ilia n personnel.........................................................................................  26,000 161,000

Temporary duty  travel...................................................................................................  22,000 ...............................
Permanent change of  s tation........................................................................................................................  48,000
Re-employment leave..................................................................................................... 4,0 00  ...............................
Household goods, hold baggage and POV's................................................................................................. 113, 000

Info rmatio n program.............................................................................................................. 48,000 0

Operating expenses................................................................................................................ 151,000 15,000

Operation of buildings, supp lies and equipment, communications, transporta­
tion , printing  and publications, representation, and adm inis trat ion of jus tice _. 108,700 ...............................

Adm inis trative  s u p p o rt .. . . .......................................................................................... 42,300 15,000

Tota ls .. ........................................................................................................................ 2,305,600  894 ,400

SEVERANCE PA Y RATES

Mr. Reigle. What, sor t of severance pay do we pay the nationals 
working out there? They see this coming. It will not catch anybody 
by surprise. They realize they will be terminated.

General L ampert. That  is right , sir. There is a s liding scale which 
is re lated to the length of service, and a large  number of these people 
have worked for us for periods in excess of 10 years. I t is also related 
to pay rate at the date of separation.

In  some of the cases of the longer term employees this can come 
to as much as the equivalent of 2 years of salary.

Mr. Reigle. Do we do tha t well in the Congress? No we don’t ! They 
are talk ing about 2 years of severance pay for the nationals.

Mr. Long. You do not get tha t much if you die?
Mr. Reigle. That  seems high. Is  tha t an arrangement  tha t is peculiar 

to the  Ryukyus or is th at standard  practice in other countries as well ?
General Lampert. My experience in other countries has been very 

limited. I believe similar arrangements prevail in other countries. I 
do not know about the dollar magnitude.

Mr. P assman. I believe in the free en terprise sector th at 2 weeks is 
standard, as long as you give notice by the 15th and are dismissed on 
the 31st. If  you wait until  afte r the 15th I  t hink  the standard sever­
ance notification is 10 days with 30 days severance pay.
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Mr. R eigle. As I  understand your response a minute ago, there  are 
a number of instances where there will be 2 years of severance pay 
when you have this much advance notice.

People know tha t the  job will end and people can make other  plans.
General L ambert. I  might add tha t the system we follow, which is 

somewhat different from the U.S. system, paralle ls quite closely the 
system followed in Jap an,  not only for people employed by the U.S. 
military in J apa n, but in Japanese  industry and business generally. I 
guess this is to be expected because of the close' ties, economic and 
social, between the Ryukyus and Japan. Speaking  generally, we be­
lieve our term s of employment, including separation  pay, may be per ­
haps 80 percent of those which prevail in Japan  in comparable si tua­
tions.

Mr. Reigle. Why don’t you also include in the record the amount 
of separation pay for nationals?  I would like to know how many 
instances where t hat  amount is equivalent to 2 years  salary. I would 
have a hard  time convincing the hard pressed taxpayers in my dis­
tric t that we ought to follow tha t practice because we do not follow 
it here.

(The information follows:)
Separation P ay for Ryukyuan E mployees

Ryukyuan employees of USCAR are paid  a sep ara tion  allowance computed 
on one-twelth of 1 mon th’s base pay  for  each month of creditable service sub­
sequent to April  30, 1952 adjus ted  on the  basis of length of service and type 
of sepa ration as set for th on page 390, below. In ord er to receive 2 or more year s 
of separat ion pay, an involuntarily  sep ara ted  employee would have  to have  had 
16 years  of cre itab le service. Records show th at  und er these conditions 80 
USCAR local nat ional employees will qua lify  for sep ara tion  allowances equa l to 
2 or more years of base pay at  the date of their  planned term inat ion. This pay­
men t is, in effect, a lump-sum reti rem ent  allowance paid in lieu of a ret irement 
annuity .

Mr. Passman. If  you do have the same arrangem ents for American 
personnel, put it in the record.

General Lampert. The arrangements for American personnel con­
form with the American Civil Service procedures which apply world­
wide.

Mr. Passman. Mr. Hathaway.
Mr. H athaway. Thank you, Mr. Chairman. I want to join the 

others in welcoming you here, General.
General Lampert. Thank you.

R E TE N T IO N  OF  U .S . BA SE RIG HTS

Mr. Hathaway. We are going to retain  the base rights aft er Oki­
nawa is returned.

General Lampert. For a period afte r 1972.
Yes, s ir; we expect that  the bases will be reta ined under the same 

provisions tha t apply to our bases in Jap an.  Those are governed by 
our mutual security treaty and the status  of forces agreements. The 
answer to your question is yes.

Mr. H athaway. Haven't  we had experience in losing our base righ ts 
and couldn’t we anticipate th is might  happen ?
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General L ampert. Sir, may I  pass tha t one to Mr. Ericson from the 
State Depar tment  who is here to answer questions of tha t nature?

Mr. E ricson. This is outside of my area of competence. I have been 
associated with Japa n for  a long, long time.

In  some other areas of the world we have lost bases.
Mr. H athaway. What  assurance do we have tha t we will be able to 

keep these after the reversion ?
Mr. Ericson. We have no better assurance than tha t which is pro­

vided by our general relations with the Japanese and the treaties and 
arrangements we have with the Japanese.  The bases on Okinawa will 
come under  the same status as the bases on J apan  proper.

Mr. H athaway. If  we did lose them for  some reason or another, are 
they really needed ? Don’t we have other bases in tha t area tha t could 
make up for  the loss.

General Lampert. I guess questions like tha t could bette r be an­
swered by people here in Washington, such as the Joint Chiefs and 
others, but I do know our bases in Okinawa are very important,  not 
only because of the amount of investment there, and the fact that  they 
are well built  and very efficient, but because of the geographical 
location.

It  is a central location reasonably convenient to a number of critical 
areas.

Mr. H athaway. Do you have a base in Saipan tha t is not far  away ?
General Lampert. No, sir;  we have bases in Guam which is not 

far away.
Mr. H athaway. I t would be a loss, but it would not be a tremendous 

loss.
General Lampert. Sir, I believe the answer is tha t those bases on 

Okinaw’a are tremendously important to us, bu t I  real ly am not quali­
fied to  compare their importance with bases elsewhere, since it  is out­
side of my area of responsibility .

Mr. Hathaway. What are based there ?

U.S.  MILITARY STRENGTH ON OKINAWA

General L ampert. We have there now about 50,000 men in uniform. 
The 3d Marine Division with a total streng th of about 18,000 people 
brought back from Vietnam a year ago. The Air  Force has two air ­
bases, one a t Kadina and one at Naha, where they have fighter inte r­
ceptors and air defense fighters. It  is a major  base for the Military  
Airlif t Command flying back and forth across the  Pacific. We have 
air  defenses there, both fighters and Nike-Hercules and Hawk missiles. 
We have in the Army a very large logistical establishment, probably 
the best we have anywhere in the world, where we store supplies and 
issue them to  the Army in that pa rt of the world and where we repair  
and rebuild and sort, out equipment and supplies shipped back from 
Vietnam. We have an extensive rebuild assembly line for rebulding 
two and a h alf ton trucks, to give you an example. There  is a smaller 
Navy activity,  with the Navy being the  smallest of the services there.

Mr. H athaway. I f we had to, could we expect Guam to take over 
all these activit ies ?

General Lampert. Sir, I am not at all familiar  with Guam. I do
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know Guam is a relatively small island and it is my impression it is 
fair ly well occupied already. I am not qualified to answer your ques­
tion directly.

NA TU RE OF DIS SID ENT RY UK YU AN  MI NO RITY

Mr. H athaway. Let me ask ju st one more question. You mentioned 
on page 1 there is a vocal and mili tant  minority. Is this an organized 
minori ty? Is it funded in any way, or is it  jus t a group of students?

General Lampert. There are a number of different groups. They 
raise funds  by assessing the ir members.

I do not know the degree to which they get support from outside, 
although we understand f rom time to time there is some support from 
sympathet ic groups in Japan.  These include groups which have been 
working for years to bring  about the retu rn of the government to 
Japan.

There are groups which are generally antimil itary; one, for ex­
ample, calling itself the Anti-A & H-Bomb Association, which has 
a counterpart organization in Japan.

There are associations of various professional groups, such as the 
teachers, which are po litically  quite active in Okinawa, and which take 
positions which from time to time have been in opposition to our pres­
ence there and our activities. The labor movement in  Okinawa is a 
very active one. Most of our Ryukyuan employees belong to one large 
union. While I  would not call them a source of great trouble to us, they 
do from time to time go on s trike and they are one of the forces tha t 
add to our difficulties.

REASONS FOR STRIK ES ON OK INAW A

Mr. Hathaway. The  strikes  are for what—higher wages?
General Lampert. Usually for higher wages.

PRESSURES FOR REVERSION AND BASE REMOVAL

Mr. Hathaway. I s it for  the same purpose tha t the minority is carry ­
ing on its activity  ? The  minority a re pressing for  the reversion as soon 
as possible, and then their voice will be fel t a l ittle  greater to get rid 
of the bases after Japan takes over.

General Lampert. Sir, I really do not  know. It  is hard  to read the 
future . I think we believe tha t their attention may be deflected to 
policies and actions of the Government of Jap an,  and in fact the ir 
attent ion may be diverted away from us.

Mr. Ericson might want to add to tha t, having observed things in 
Japan proper.

Mr. Hathaway. Do you want to add any thing ?
Mr. Ericson. I  think the best statement is that  the Japanese Govern­

ment also believes the bases on Okinawa are vita l and im portant to its 
own security. I think von can find the best statements to this  effect in 
the commnique, which was issued by the Prime Minister and the Pres i­
dent on November 21,1969, and in the speech which the Prim e Minister 
made to the National Press Club here. The problem w ith the minority
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groups is tha t they do have close ties with Japan. They reflect the situation in Japan. I would expect when reversion takes place the same 
general situation will prevail in Okinawa as prevail in Japan.

But the Japanese Government remains pret ty firmly committed to the relationship with us.
Mr. Hathaway. Thank you very much, Mr. Chairman.
Mr. P assman. Mrs. Reid.
Mrs. Reid. Thank you, Mr. Chairman.

U .S . IN V E ST M E N T  IN  T II E  R Y U K Y U S

General, how much has the United States  invested in the islands since we acquired them ?
General Lampert. Mrs. Reid, we have contributed approximately $333 million in various forms of economic assistance. We have ex­

pended about $680 million in construction of mili tary  facilities. So this would come to, in round numbers, $1 billion. Then there have been continuing expenditures each year for services which have con­tribu ted to the economy and to the yearly income of the Ryukyuan 
people. I believe we estimate this year, for example, tha t the U.S. Government presence in Okinawa will be responsible for financial flow into Okinawa of about $275 million.

Mrs. Reid. Could you provide for the record what we have con­tribu ted each year?
General Lampert. Yes, I would be glad to do that.
(The information follows:)

U.S . APPROPRIATIONS FOR THE RYUKYU ISL ANDS, 1 9 4 7 -7 1  1

G A R IO A :
194 7-55  ---------------------------------------------------------------------------------$17 9,81 6,00 0
1956 ---------------------------------------------------------------------------------- 3, 00 0, 00 0
1957 ---------------------------------------------------------------------------------- 2, 35 0, 00 0

Sub to ta l GAR IO A______________________________________  185,1 66 , 000
A R IA :

1958 -------------------------------------------------------------------------------------- 2,47 5, 00 01959 ______________________________________________________  2, 86 0, 40 0
1960 ______________________________________________________  5, 28 2, 00 01961 ______________________________________________________  6,08 9, 00 0
1962 ______________________________________________________  7,08 9, 00 0
1963 ______________________________________________________  8, 95 4, 15 0
1964 ______________________________________________________  10 ,000 ,000
1965 ______________________________________________________  14 ,441 ,000
1966 ______________________________________________________  14 ,773 ,000
1967 ______________________________________________________  14 ,948 ,000
1968 ________________________________________________________  15 ,078 ,000
1969 ________________________________________________________  20 ,772 ,000
1970 ________________________________________________________  19 ,041 ,0001971 ______________________________________________________  6, 476, 000

Sub to ta l A R IA _________________________________________  148, 278, 550

T ot al  appro pri a ti ons____________________________________  333, 444, 550
1 T he  f irst  appro pri at io n  und er  he ad in g “A dm in it sr at io n , Ryu ky u Is la nds,  A rm y” (A RIA ), wa s made in  1958. P ri o r to  1958 , ap pro pri at io ns we re  mad e un der  he ad in g “Gov ernm en t an d Re lie f in  Oc cupie d A re as ” (G ARI OA). F o r th e m os t p a r t appro pri at io ns we re  com ­ming led  w ith fu nds  fo r o th er  ar ea s.  Am ou nt  show n is  th a t  fo r es tim at ed  GA RIO A ob lig a­tio ns  in  th e Ryu ky us  19 47 -5 5,  an d ap pro pri at io ns in  fis cal  year 195 6 an d fis ca l ye ar  1957.



377

CONTRIBUTIONS FROM VOLUNTARY NONPROFIT RELIEF AGENCIES

Mr. Reid. How much in the way of assistance is provided to the 
Islands by voluntary , nonprofit relie f agencies?

General Lambert. Mrs. Reid, tha t sort of activity has been present 
in Okinawa over the years. Church groups , other char itable groups of 
various kinds in the United  States  and elsewhere have contributed 
steadily. The Americans living in Okinawa do a good deal of raising 
money in various activities which in turn  they contribute to the 
Okinawan economy. It  is considerably less than the figure I men­
tioned. I would be glad to try  to provide some specifics.

Mrs. Reid. That would be helpful.
(The informtaion follows:)

Welfare Donations By U.S. Groups in the  Ryukyus 1955-71
U.S. Civil Adm inis trat ion Ryuk yu Islands  records of U.S. donor supp ort of 

Ryukyuan hea lth  and welfare  agencies, ins titu tions and  individual recipients are  
avai lable only since  1955. Moreover dona tions  repo rted dur ing the  period Oc­
tobe r 1959 to Jun e 1968 are grossly under repo rted  since they  represent  only spe­
cial cases involving equipment and cons truction or Chr istm as programs. Other 
dona tions  were  made directly withou t reference  to  the  Ityukyuan-American  Wel­
fare  Council. It  is estim ated  th at  total dona tions  in this period continued to 
range from an estimated $75,000 to $100,000 annual ly making the  total con trib ­
uted by priv ate  American donors  dur ing the period considerably more tha n $1 
million. The following is a breakdown of reported dona tio ns :
Fiscal  period end ing:

Dec. 31, 1955______________________________________________  $34, 000
Sept. 30, 1956____________________________________________ 81,081
Mar. 31, 1957____________________________________________ 75,483
Mar. 31, 1958______________________________________________  114,153
Mar. 31, 1959____________________________________________ 113,028
Mar. 31, 1960____________________________________________ 99,852
Mar. 31, 1961____________________________________________ 16,478
June  30, 1962____________________________________________  17,212
June  30, 1963_____________________________________________  22, 000
Ju ly 30, 1964______________________________________________  5, 530
Ju ly  30, 1965______________________________________________  12,122
June 30 1966______________________________________________  16, 435
June  30, 1967_____________________________________________  57, 007
Ju ne  30, 1968_____________________________________________  15, 904
Jun e 30, 1969_____________________________________________  122,182
June  30, 1970_____________________________________________  107, 652
Mar. 30, 1971_____________________________________________  79,605

989, 724
The foregoing  dona tions were  received from 24 donor agencies  classified as 

fol low s:
Officer’s wives clubs----------------------------------------------------------------------- 16
NCO wives clubs---------------------------------------------------------------------------
Masonic Order  wives clubs--------------------------------------------------------------  2
American Legion, VFW and auxil iar ies ---------------------------------------------  4
Okinawa Regional Exchang e Club, Intern ational Wives Club and Regis­

tere d Nurses Club----------------------------------------------------------------------- 3

PUBLIC INFOR MATION PROGRAMS

Mrs. Reid. What type of public inform ation programs are being 
carried out now preparatory to the reversion of the Ryukyus  to Japan  ?
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General Lambert. We have a public affairs department in our 
civil adminis tration for which we are asking, I believe, $48,000 in 
the year ahead. This is somewhat less than in past years. We have op­
erated  cultural  centers, numbering five, throughout  the islands, which 
correspond in a general way to the USIS information centers tha t 
we operate in foreign countries. We have published two magazines 
in Japanese which are circulated throughout the Ryukyus. We br ing 
about the production of a certain number of television programs and 
news broadcasts, in which we try  to publicize, I  hope constructively, 
because we t ry to do this, the aims and purposes and activities of the 
United States. These activities have been scaled down considerably in 
recent years, and in the time between now and reversion will be con­
centrated with the money available on the  television and radio work 
and a certain number of public activities, such as exhibits and shows and th ings of that sort.

For example, some of the American women with some assistance 
from USCAR put on a demonstrat ion of American cooking in the 
local cultural center in which some 75 or 100 different American dishes 
prepared with food available on the Ryukyuan market were demon­strated . This sort of thing  we will continue.

The effort I would describe as a relatively small-scale one from now’ until reversion.

MAINT EN AN CE  OF HE AL TH  STANDARDS

Mrs. Reid. When the reversion is completed, w’e will need to keep 
some agency of the Public Heal th Service there to maintain health 
standards for civilian and military personnel who remain there, or 
w ill these matters  be taken care of by the military  ?

General L ambert. They will have to be taken care of by the military . 
Of course, the Ministry of Health, if that  is the proper name of the 
Japanese Government, becomes responsible for what goes on there, 
as they are throughout Japan. I am sure the American military doctors 
will develop local liaison in cooperation wi th the local Japanese  pub­
lic health authorities and will work w ith them on public health and 
insect control and all those things, because we will need to continue to be interested in that.

As far  as I know, we will not have any American public health 
activity operating there,  nor do we contemplate any cash contribution for such activity.

payment for u.s. assets upon reversion

Mrs. R eid. I s i t anticipated tha t Japan will pay for the permanent 
structures there upon reversion, such as buildings and publ ic utilities?

General Lampert. This all falls into the area of reversion negotia­
tions. May I  ask Mr. Ericson to respond to tha t question ?

Mr. Ericson. Negotiations are still in progress, but it is expected 
that the Japanese will compensate us for U.S.-owned civil assets on 
Okinawa.
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DISPOSAL OF U. S.  EQ UIP M EN T

Mr. Reid. What is going to happen to the  large quantitie s of trucks 
and so forth on our bases ?

General L ampert. We expect tha t our  bases will continue to operate 
so we will maintain and dispose of those just  as we would if we 
continued to be in control of the Government; that is to say, the 
serviceable ones will be shipped to other locations o r placed in storage 
there.

The unserviceable ones will be disposed of through the various 
prope rty disposal programs which we follow.

Mrs. Reid. Fo r instance, will U.S. businessmen have an opportuni ty 
to bid on any of these items declared surplus on reversion ?

General Lampert. Yes, ma’am. When we sell property  th roug h our 
military property disposal sales, American businessmen do now have 
the opportuni ty and will continue to have the opportuni ty to bid on 
these.

RY UK YU AN  SCHO LA RS HIP PROGRAM

Mrs. Reid. Wha t is the present status of the Ryukyuan scholarship 
program ?

General Lampert. There are now a number of Ryukyuan students 
in the United States whom we will supp ort to completion of the  pro­
grams in which they are enrolled. These programs finally come to an 
end in 1974. Since we are asking for  no fur ther approp riations to pay 
for this, we are in our general fund programs—those are the programs 
financed from the locally produced general fund,  deriving i ts income 
primarily  from petroleum sales—setting aside money which will be 
adequate to close out the studies of all these students. So tha t program 
will be brought to  an orderly  conclusion. I t will continue unti l some­
time in 1974 as we now see it.

Mrs. Reid. How many students are involved ?
General Lampert. 152 are presently  enrolled, of whom 65 are in 

the University of Hawaii, and 87 are at universities  throughout the 
continenta l United  States.

description of general fund assets

Mr. Shriver. If  you would yield, you were testi fying a li ttle while 
ago about the general fund. Would you put  into the record at tha t 
point what is included in the assets ?

General Lampert. Yes, sir.
Mr. Shriver. Have you done tha t ?
General Lampert. I will do it. I  will be glad to  do 90.
(The information appears beginning on p. 383.)
Mr. Shriver. Briefly could you review it? One of them is a de­

velopment loan fund. Another  item is the-----
General L ampert. There are three corporat ions : The Ryukyu Elec­

tric  Power Corp, which supplies power to all distribution  companies 
on Okinawa and is also furn ishin g power to the several offshore 
islands;  the Ryukyu Domestic Water  Corp, which produces and dis-



380

tri bu tes po tab le wa ter to all of  t he  l arge  c itie s and a large numb er of 
the  sm aller tow ns as well as the mili ta ry  bases  on Ok inaw a; the 
Ry ukyu  D eve lop ment Loan Cor p, whi ch is real ly a development  b ank 
which opera tes  a loan prog ram  des igned to  assi st Ry ukyu businesses. 
Those are  the three corpo rat ion s. Then we im po rt  and sell the pe tro­
leum  p rodu cts  w hich  are  so ld th roug ho ut  the  Ryukyus.  T hi s br ing s in 
an income o f $12 or  $13 m illion a y ea r on the avera ge  w hich is plow ed 
back  into economic  pro jec ts of  various types.

Mr.  S hriver. Do you n ot own pe tro leu m fac ili tie s ?
Gener al L ampert . Yes, sir , we do own ce rta in  pe tro leu m fac ili tie s; 

tan ks , ai rc ra ft  fuel ing tru cks, and ce rta in  re la ted fac ilit ies .
Mr . Shriver. W ha t is going to ha pp en  to  th is  gen era l fund  on revers ion  ?
Gen eral  L ampert. Si r, the co rpo rat ion s, it  has been ann oun ced , 

will  be sold  to the Government  of Ja pa n.  Th e ter ms  of  the  sale are  
involve d in the nego tia tio n process which  Mr. Lr ics on  might  speak 
to. The general  fund  prop er , we are  pl an ni ng  to  close ou t on the  re ­
version  da te,  and ou r pla n is to con tinue,  in the most  effec tive way , 
we can wi th the various  economic assi stance  proje cts  which now are  
pr im ar ily  publi c works  pro jec ts and br in g those as fa r alo ng  as pos­
sible  up un til  reversion.  The gen era l fund  will  be closed on reve r­sion  date .

SALE OF ASSETS TO JA PA N

Mr. Shriver. I  th in k you test ified a moment ago you will  bu ild  
a highwa y f or  $15.5 million th is ye ar.

General  L ampert. Yes, sir.
Mr.  Shriver. W ill ou r Gover nment  receive bac k int o the  Tr ea su ry  

any money fo r all thes e tremendous expend itu res ? A lot  of  the  in ­
come came f rom  American people who were ov er there .

Gen era l L ampert. Yes, si r.
Th e corpo rat ion  will  be sold to the Government  of  Ja pan , as will 

ce rta in  othe r civil  assets.  Th e hig hw ays which hav e been bu ilt  in Oki ­
naw a and certa in othe r sm aller navig ational aids . The ter ms of th is  
sale,  as fa r as T know, hav e not yet  been  fina lized. They will  pro duce an income to the  Un ite d Sta tes .

Mr. Shriver. T would hope so.
Mr.  P assman. Th an k you, M r. Sh riv er.
(Discussion off th e record .)
Mr.  P assman . Ge ner al, if  you  and yo ur  sup po rti ng  wi tnesses wou ld 

like to tak e a l it tle res pi te fro m your  l abors  at  th is time, we wil l tak e 
a recess and go to  the  floor a nd  ans wer the  bells.

(Recess.)

APPRO PRIATION S FOR TH E RY UK YU  ISLAND S----FISC AL YEAR 19 4 7 -7 1

Mr. P assman . The c omm ittee  will  come to  order.
Gen era l, I  w ish th at  you  would  r efer  to t he  ta ble on page 288 o f p ar t 

1 of  the  hea rin gs  fo r the fiscal y ear 1971 ap prop ria tio n.
I  w ould  p re fe r to have you  p ut  the  “ GA RT OA ” items th ro ug h fiscal 

1955 than  item ize be ginn ing wi th the  fiscal ye ar  1956. The only ad di ­
tion we would need is fiscal 1956 a nd  1957 an d at  the botto m you  would
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ad d fiscal 1971. Th en  we would ge t t he  t ot al  ap pr op riat io n un de r th is 
pa rt ic ul ar  item  fo r the en tir e period, fiscal 1947 t hr ou gh  fiscal 1971.

(T he  informat ion reques ted fol low s:)
U.8. appropriations for  the Ryu ky u Islands  1 9 ^ -1 1 1

GA RIOA :
1947-55 -------------------------------------------------------------------------- $179, 816, 0001956 -------------------------------------------------------------------------------  3,0 00 ,00 0
1957 ------------------------------------------------------------------------------- 2,350,0 00

Su bto tal  Gar ioa------------------------------------------------------------- 185 ,166,000
ARI A:

1958 ------------------------------------------------------------------------------- 2,4 75 ,00 0
1959 ------------------------------------------------------------------------------- 2,8 60 ,40 01960 ------------------------------------------------------------------------------- 5,2 82 ,00 01961 ------------------------------------------------------------------------------- 6,0 89 ,00 01962 ------------------------------------------------------------------------------- 7, 089, 0001963 --------------------------------------------------------------------------------- 8, 954 ,1501964 -------------------------------------------------------------------------------  10,000,0 00
1965 -------------------------------------------------------------------------------  14,441,0 001966 -------------------------------------------------------------------------------  14 ,773,000
1967 -------------------------------------------------------------------------------  14,948,0 001968 -------------------------------------------------------------------------------  15 ,078,000
1969 -------------------------------------------------------------------------------  20,772,0 001970 ---------------------------------------------------------------------------------  19, 041, 000
1971 -------------------------------------------------------------------------------  6,4 76 ,00 0

Su bto tal  AR IA --------------------------------------------------------------  148, 278, 550
To ta l ap pr op riat io ns -----------------------------------------------------  333 ,444,550

1 T he  f ir st  appro pri at io n  und er  he ad in g “A dm in is tr at io n , Ryu ky u Is la nds,  A rm y” (A RIA ),  w as  mad e in  195 8. P ri o r to  195 8, ap pro pri at io ns we re  mad e und er  he ad in g “G ov er nm en t an d Rel ie f in  Oc cupied  A re as ” (G ARI OA). F o r th e m os t p a r t ap pro pri at io ns we re  com­mingled  w ith fu nds  fo r o th er  ar ea s.  A m ou nt  sh ow n is  th a t fo r es tim at ed  GA RIO A ob liga ­ti ons  in  th e Ry uk yu s 19 47 -5 5,  an d appro pri at io ns in  fis ca l year 1956 an d fiscal  ye ar  1957 .
Mr. P assman. As I rea d the rec ord , th is  com mit tee  in  pre vio us 

years  recogn ized  the importa nce of Ok ina wa  to ou r own m ili ta ry  
forc es and the sec ur ity  of  ou r own co un try  because the com mit tee 
fund ed  thi s prog ram f or  th e full am ount ove r t he  year s, with  poss ibly  
one or  tw o exceptions . I  th in k the ap pr op riat io n pea ked  in fiscal 1969 
at $20,772,000, as co mp are d to yo ur  reques t fo r fiscal 1972 of $4,450,000, 
is th at  correct ?

Gener al L ampert . T hat  is corre ct,  Mr . Ch air ma n.

ANTICIPATED REVERSION DATE

Mr. P assman. Las t ye ar  it was sta ted th at a specific  da te ha d no t 
been  set fo r t he  r eve rsion o f t he  R yu ky us  to Ja pan , bu t it  was to  t ak e 
place sometime in 1972.

General  La mpe rt,  do you hav e any specific  da te  at  th is  tim e?
Gener al L ampert. Mr. Ch air man , the specif ic da te has no t ye t been 

set. Th e revers ion  nego tia tio ns  whi ch are  be ing  ca rri ed  on in Tokyo 
are progres sin g and I  pre sum e a specific  da te will come fro m tho se 
negotia tions .

Mr. P assman. Y ou r es tim ate  i s abou t the same as la st  yea r.
Gener al Lampert. That  is correct, sir.
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FUTURE REQUESTS FOR AID TO R YU K YUS

Mr. P assman. W hen th e revers ion  is com ple ted , t ha t is, the nego ti­
ations have been  com ple ted  and the rev ers ion  ac tual ly  in effect,  wil l 
th at ter mina te any fu rther  reques ts fo r economic aid  fo r the Ry uk yu  
Is land s ?

Gener al Lambert. Mr . Ch airm an , to th e bes t of  m y knowledge  t hat 
wi ll term inate  any fu rther  reques t fo r economic aid to the Ryukyus.

Mr.  P assman. Of course, I  would th in k t hat  on -go ing  pro jec ts w hich 
st ill  h ave  fun ds  would h ave  to be continued  to  th ei r com pletion , w ould  
they  n ot ?

Gener al Lampert. M r. Ch air man , we have not ye t beg un to  discuss 
with  the Japa ne se  Gover nment  how proje cts  will be closed  out.  We 
do exp ect  th at  ou r responsi bil itie s wou ld come to  an end  on  rev ers ion  
da y and we pl an  to discuss wi th the Ja pa ne se  G overn me nt an orde rly  
agree me nt to ins ure th at  proje cts  a re closed  o ut in  a  p rope r way.

Mr.  P assman. I  am ce rta inly  no t tryin g to make a case so th at  you 
may subsequen tly req ues t money to  continue on-go ing  pro jec ts, bu t 
I  do know  in ma ny par ts  of  the world , where  n ati on s ha d bro ken  off 
dip lom atic rel ati ons w ith  ou r co untry , th a t we ha d c er ta in  fu nd s in  the  
pip eline , and  these fund s were  d isbanded years  a ft er  th e prog ram t er ­
minated . Tha t is the reason  I  asked the question. Th e question rea lly  
sho uld  have been, wh at disposit ion  wil l you make wi th  respec t to  on­
go ing  pro jec ts where  you hav e sta rte d the m an d they  are  ye t to  be 
completed.

Gener al Lampert. M y d ire ct  an swer to the  quest ion  is t hat  we do not  
kno w tod ay  b ut  we in ten d to work out wi th th e Ja pa ne se  Govern ment 
an  acc eptable  ar rang em en t for  an orde rly  completion.

Mr. P assman. W hen rev ers ion  t ake s effect, then  we are  out clean as 
of  t hat  tim e.

Gener al L ampert . Th at  is our in ten tio n, s ir.

ASSETS OF THE GENERAL FUND

Mr.  P assman. I cer tai nly ho pe i t wo rks  out th a t way.
Th ere has  been some discussion th is  af ternoo n con cer ning the gen­

eral  fund. I wou ld like to  r ef er  to i t a s th e c ou nterpa rt  fu nd . L as t ye ar,  
if  I  rem ember  c orr ect ly,  it  h ad  b ui lt up t o where  i t ha d asset s o f $134 
mi llion. W ha t is the am ount in th is  c onsol ida ted  accoun t at  t hi s time, 
General  ?

Gener al L ampert. At th e end  o f fiscal ye ar  1970, M r. Ch air man , th e 
ne t w orth o f a ll asse ts w as $136,036,000. We es tim ate  at  the  end  of  fiscal 
1972, the to ta l ne t wo rth  of  all asse ts wil l be ap prox im ate ly $155 
mil lion .

Mr. P assman. That  would  have been  an accoun t to  have ha d an 
inv estment in , wou ldn ’t i t ?

Gener al L ampert. Yes, sir .
Mr . P assman. I t ha s reall y skyrock eted . W ou ld you  place in  the  

rec ord  at  thi s po in t a lis t sho wing w ha t those asse ts are , w he the r th ey 
are liquid  assets, or  rea l estate  and bu ild ing s. Giv e us the bre akd ow n 
and the g rand  total.

(T he  in form ation  f ol lo ws:)
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ESTIM ATED GENERAL FUN D ASSETS. JUNE 30. 1972 

|ln  thousands of dollars)

General
fund RDLC 1 2 RDWC 2 RE PC * To tal

Current ass ets..................................................  4, 830 10 .068  514 2,521 17.9 33
Long term  receivables ....................................  0 45 ,693  0 0 45,6 93
Fixed assets........................................................ 0 24 47 ,311  44 ,0 20  91 ,3 55

Total net assets.................................... 4, 830 55 ,785  47 ,8 25  46, 541 154, 981

1 RDLC— Ryukyu Development Loan Corp.
2 RDWC— Ryukyu Domestic Water Corp.
» REPC— Ryukyu Electric Power Corp.

SOURCE OF GENERAL FUND

Mr. P assman. This account, I  would say, was not generated by ex­
penditures  of people stationed there bu t by commodities we gave to the 
people of Okinawa, and they sold them to the local economy and made 
investments.

General Lampert. Th at is correct. In  recent years the prim ary in­
come has come from the impor ting and sale of petroleum products.

Mr. Passman. It star ted with commodities sold.
General L ampert; Yes, sir.
Mr. Passman. The expenditures made by personnel, military, and 

civilian on Okinawa would be in addition  to this.
General Lampert. Yes, sir.

STATUS OF STRIKE ACTIVITY

Mr. Passman. Last year you were hav ing some trouble with strikes 
on the island. How is th at situat ion today, General ? Is it leveling off, 
lessening, or increasing ?

General L ampert. Mr. Chairman, the situat ion has not become any 
more serious, but I  could not say it has become any less serious. The 
labor union to which most of our employees belong is a  very active 
union. When discussions and issues come up ha ving to do with terms 
of compensation or terms of employment, th is may lead to strikes . I n 
the last year we have had three s trikes, one in September and two this 
winter, each one fortunately of short d urat ion but we still had them. 
I expect we will have more.

(Discussion off the record.)
Mr. Passman. Of course, we realize we have a tremendous investment 

on the islands; and if it is no t classified, you may want to put some­
thin g in the record.

General L ampert. I t is classified and may we go off the record.
(Discussion off the record.)

postreversion status of ryukyus

Mr. P assman. Wlien Okinawa reverts  back to Jap an,  it  will jus t be 
another province of Japan , will it not ?

General Lampert. I understand it will again become a prefecture 
or province as it was before the war.

6 0 - 2 0 8  O — 7 1 — p t .  1 --------- 2 5
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Mr.  P assman. I t  will  s imply  be a  part  of  ou r overal l a gre ement  wi th 
the Japane se  conce rning the presence  of  ou r for ces  on Okinawa.

Gen eral  Lampert. Y es, sir . We  u nd ersta nd  the  t re aty and  the  statu s 
of  forces we have in Ja pan  wil l au tom ati ca lly  cover the bases  in Oki naw a.

Mr. P assman. Th at  will  save a lo t of  neg oti ati ng .
Gener al Lampert . I  hop e so.
Mr.  P assman. The  Japa ne se  are  good  bus ines s peo ple.  Actu ally, t hey  

come closer  to  being supp or te rs  o f t he  fr ee  enterpr ise  system  tha n any  
people on the face  o f t he  ear th . T he y h ave the  prof it incentive.

(Discussion  off the rec ord .)

PAY INC REASE SU PP LE ME NT AL  BUDGET REQUEST

Mr. P assman. Ge neral , you are  req uesting  $260,000 fo r a supp le­
menta l app licable to  fiscal 1971 fo r pay increases, is th at  cor rec t ?

Gen era l L ampert. M r. Ch air ma n, th at  is c orrect . The bu dg et doc u­
me nt reflects  a sup ple me nta l increase  in  fiscal  1971 of $194,000 to  cove r 
a pa y increase  which became e ffective in Dec ember 1969, an d an ad di ­
tio na l req uir em ent of  $66,000 resulted fro m the fu rther  pay increase  
gr an ted on Ja nuar y 1, 1971. Th is la tter  am ount is n ot  inc lud ed in the 
reques t befo re the com mit tee,  m aking  a to ta l fo r increased pa y in the  
am ount of  $260,000, which we have no t been able to  absorb  in our requests.

Mr.  P assman. O f course, we th in k of you peop le, as we th in k of  our  
const ituent s, yo u are A me ricans  doing  your  job.

We  do know,  s ometime, in ge tti ng  up  figures h ur ried ly  a lit tle inf la­
tio n could c reep  in. W e h ave  f ound m any  in stances whe re d epart me nts 
cou ld absorb par t of  thes e small expenses,  especially  when  they  are  
deali ng  w ith  m illions o f d ollars . Do you feel inasmuch  as  we a re goi ng 
to  have to borrow th is  m oney , and we do no t know when we w ill ever  
be able  to pa y it  b ack,  t hat possibly you might  have  a no ther  look and 
tel l us  if  you could  absorb  any p ar t o f th is $260,000 ?

Gener al L ampert. Mr.  Ch air man , we believe it  to  be a minim um 
figure. I  migh t po in t ou t t o the  c ommit tee  that  befo re com ing in wi th 
a reques t for $260,000 we did  absorb  a rel ate d figu re of $29,000 fo r th e 
pay increase  fo r the m ili ta ry  pers onnel assi gne d to the civil  ad mi nis ­tra tio n.

Mr . P assman. T hat w orks ou t of  this  ap prop ria tio n.
Gener al L ampert . Yes.

ADMINIS TRATIVE ACTIV ITIES BUDGET REQ UEST

Mr.  P assman . Las t ye ar  you requ ested $3,107,000 fo r ad min is tra ­
tio n, and th is  ye ar  you are  req ues ting $3,200,000 fo r th e same  item.  
W ou ld you define  wh at is me ant by ad min ist ra tio n since  i t is not  cap ­
tio ned ad min ist ra tiv e expenses and why wi th a low er ap prop riat ion 
you wo uld need m ore m oney  to adm inist er  it ?

General L ampert . Mr . Ch air ma n, th e la rg es t am ount of  th is  item, 
ne ar ly  $2,800,000, goes fo r pay of  personnel . Th e rem ain de r goes for 
tra ve l. I t includes $48,000 fo r public in form at ion ac tiv itie s an d $166,- 
000 fo r o pe ratin g expenses. In  th e pay o f pe rsonnel is a cost  of  $730,000 
fo r severance pay and term inat ion pay of  person nel  who wil l be sep­arat ed  du ring  the y ear, si r.
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PA Y INC REASE COSTS

Mr. Passman. If  you apply your supplemental to the $3,107,000 
would tha t change the figure any? Is there any of the supplemental 
tha t would apply to th at ?

General Lambert. The amount to which you referred earlie r for 
which there is a supplemental request is not included in the $3,200,000.

Mr. P assman. Then what would be the grand tota l so we would have 
something to compare fiscal year 1971 against fiscal year 1972?

Mr. Kramer. $3,367,000, for fiscal year 1971.
Mr. Passman. In reality, when you add the supplemental tha t should 

be made a part  of t ha t figure then  your request for fiscal year 1972 for  
this  item is about $300,000 less.

Mr. Kramer. Fo r 1972?
Mr. Passman. Yes.
Mr. K ramer. No, sir; we have to add the same amount to 1972.
Mr. P assman. Then the $3,200,000 is not correct?
Mr. Kramer. That is correct.
Mr. P assman. Then why don’t you give it to us so it is correct? Th at 

is what confuses us. You are testi fying  for the first version of the 
budget.

Mr. Kramer. Yes, sir.
Mr. Passman. So actually  these figures are just  something to talk  

about and not something to rely upon;  is tha t correct?
Mr. Kramer. That is correct.
Mr. Passman. Tha t causes the  committee some concern.
General Lambert. May I speak to tha t, sir?
Mr. Passman. Please do.
General Lambert. The figure of $260,000 to which the chairman 

referred awhile ago, as I  understand it, is included in a supplemental 
request separately before the committee for fiscal 1971. Our fiscal 1972 
request does not include a figure covering the add itional amount which 
might  be required for pay increases tha t become effective on Jan uar y 
1, 1971.

Mr. Passman. D idn’t the budget directo r know tha t this would be 
in effect on Janu ary  1 ?

General Lambert. Mr. Chairman, I  am not able to answer tha t ques­
tion, except to say tha t it  is my understanding tha t this mat ter is 
under separate consideration within  the  Department of Defense. Gen­
eral Baldwin may be able to  add to this, or one of the gentlemen w ith 
him.

Mr. Kramer. Sir, this budget was prepared pr ior to the pay increase, 
and we are not permitted to put in any amount for future pay raises.

Mr. P assman. In your statement do you say tha t this does not in­
clude these items and we will have to ask for a supplemental?

Mr. K ramer. Yes, si r; we will have to ask for a supplemental.
Mr. P assman. Did you say that  in your presentation anywhere along 

the way ?
Mr. Kramer. No, sir.
Mr. P assman. You do see where the committee is at  a disadvantage. 

Here we are inter rogating on a figure that is no t a realistic one. It  is 
obvious and you know and I know th at this is no t the tota l request. 
You are going to have to subsequently request a supplemental.
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Mr. Kramer. Yes, sir.
(Discussion off the record.)

TOTAL REQ UEST FOR FOR EIGN ASSISTANC E

Mr. P assman. I want to make the record abundantly clear tha t we have only one President, and you will never hear me criticize him. You will hear me praise him. I do not believe any President makes mistakes by design. It  is a difficult task. It  behooves me to hold his hand  up when I can and to cooperate in every way possible. I  am cer­tainly not blaming our President for the budgetary situat ion tha t exists. But  I will say this, that  there are a lot of people unhappy about the new legislation being proposed for the foreign a id program. I  read in the newspaper tha t, “U.S. Moves to Reduce AID  Role Overseas.” Maybe some of you gentlemen read tha t in the newspaper. I do not believe the  President has any knowledge of the  real facts about the foreign aid program because t he President has too many things to look after.
I am going to inser t in the record at this  point the requests for authorizations and appropriations for foreign assistance for fis­cal year 1971, which amounted to $12,133,525,000. You can con­trast these same 27 items with the fiscal 1972 request which total $13,517,628,000. So the total aid request is up by about $1,400 million, which is the highest in all the history  of foreign aid and foreign assistance. Wha t has happened is that these bureaucrats have fragmentized it. They have scattered it through the entire budget, changed the names of the programs, then put  out something saying 

they are going to reduce one pa rticu lar spigot, like technical aid, and they get headlines all over th e Nation, “U.S. Moves to Reduce AID Role Overseas.” It  reminds me a little of a friend  of mine in my dist rict  who is an alcoholic. I  wTent home one day and  they said “John looks good, he quit whiskey.” I  said, “Th at is the nicest thing I have heard in a long time.” The next time I went back he was in the hospital. I said, “What is the  t roub le?” They said, “They are trying to dry him out, he has been on a terrib le drunk.” I said, “I thought he quit  drinking whiskey.” They said, “He did, but  he is drinking Vodka.” That is like this foreign aid  program,  they put  it in a different bottle and i t takes on a different name.
It  is fr ightening to realize that th is Government has grown to where some of your  top people find out about some of these programs 5 years after the  fact, or maybe three  if they work hard. These bureaucrats are try ing  to get around this committee and move much of the aid over to multilateral organizations where this committee loses control and the right of examination. But I  can tell them they can put the  big britches on this time because we will show them we can cut these so-called sacred multila teral organizations. I  am pretty sure the committee will feel that way when it gets around to it because although we may not be the smartest ones around, we do know something about the program. This does not apply  to Okinawa. So we may have to put this in the record in a half dozen different places before it is over so people can actually  read it.
(The information follows:)
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New  requests for  foreign aid and assistance— 92d Congress, firs t session— Fisca l 
gear 1972

1. Intern ational Secur ity Assistance_______________________$1, 993, 000, 000
2. International organiz ations and  programs_______________  168, 000, 000
3. Bi latera l ass ista nce ___________________________________  1, 077, 000, 000
4. Pre sident ’s Foreign Assistance Contingency  F un d__________ 100, 000, 000
5. Inter -American Development Bank______________________  500, 000, 000
6. Inter-Am erican Development Bank (su pplem ental)________  486,760,000
7. International Bank for  Reconstruction and  Development

(sup plem enta l) ____________________________________  246,100 ,000
8. International Development Association__________________  320, 000, 000
9. Asian Development Bank______________________________  40, 000, 000

10. Asian  Development Ba nk (supplem ental)________________  60,000,000
11. Expanded mu lti lat era l ass ista nce _______________________  35, 000, 000
12. Receip ts and recoveries from previous programs___________ 370, 310, 000
13. Mil itary  ass istance  (in Defense bu dget) _________________  2,250,800,000
14. International Mili tary He adquart ers ____________________  74, 400, 000
15. Economic Assistance (in Defense bu dget) ________________  90,900,000
16. MAAG’s, missions, and milgroups_______________________  262, 600, 000
17. Permanen t milita ry construction—Foreig n nations________  106,000, 000
18. Exp ort- Imp ort Bank, long-term cre dit s__________________  2, 445, 000, 000
19. Exp ort- Imp ort Bank, reg ula r ope rations_________________  1,196, 639, 000
20. Peace Corps_________________________________________  71, 200, 000
21. Ryukyu Isl ands_______________________________________ 4, 450, 000
22. Migrants and refugees________________________________  8,650, 000
23. Public  Law 480 (ag ric ult ural commod ities)______________  1, 320, 400, 000
24. Con tributions to intern ational organizat ions_____________  160, 680, 000
25. Education (foreign  an d o the r st ud en ts)__________________  51,000,000
26. Tr us t Te rri tor ies  of the  Pac ific_________________________  59, 739, 000
27. Latin  America  Highway (Darien Gap )__________________  20,000,000

To tal  new requ ests—Foreign a id  and as sistance, fiscal ye ar 
1972 ___________________________________________  13,517,628,000

New Requests for  auth orization and /or  appropriation—Foreign assistance, fiscal 
year  1971

1. Fore ign Assis tance  Act (mutual security) _______________ $2,163, 000, 000
2. Supplemental for  supporting ass ista nce __________________  100, 000, 000
3. Overseas Pr iva te Investm ent  Corporation_______________  37, 500, 000
4. Receipts and recoveries from previous programs__________ 386, 325, 000
5. Mili tary  ass istance  (in  Defense bu dg et)_________________  2,260 ,300 ,000
6. Intern ational Mil itary  He adquart ers ____________________  57, 300, 000
7. Economic ass istance  (in  Defense  b ud ge t)________________  117, 000, 000
8. Foreign Mil itary Credi t Sales  Fu nd _____________________  272, 500, 000
9. MAAG’s missions, and milg roups________________________ 167, 300, 000

10. Export- Import Bank, long-te rm cred its__________________  2, 900, 000, 000
11. Export- Imp ort Bank,  reg ula r ope rations_________________  1, 082, 096, 000
12. Export- Imp ort Bank,  exp ort expansion program__________ 100, 000, 000
13. Public  Law 480 (ag ric ult ural commod ities)______________  932,500,000
14. Inter-American Development Bank (su pplem ental )_______  205,880,000
15. Int ern ational Development Association__________________  160, 000, 000
16. Asian Development Bank______________________________  20, 000, 000
17. Asian  Development Bank—special  funds (su pplem ental )------  25, 000, 000
18. Asian Development  Bank—special fun ds_________________  35, 000, 000
19. Expanded mu ltil ate ral  ass ista nce ----------------------------------- 540, 000, 000
20. Peace Corps_________________________________________  98, 800, 000
21. Permanen t milita ry construction—'Foreign nations------------  190, 200, 000
22. Con tribu tions to int ern ational organizat ion______________  144,611, 000
23. Educational (fore ign and other stu de nt s) -------------------------  45, 474, 000
24. Ryukyu Islands_______________________________________ 6, 952, 000
25. Mig rant s and refugees --------------------------------------------------- 5, 787, 000
26. Tru st  Te rri tor ies  of the  Pacific Isl ands---------------------------- 60, 000, 000
27. La tin  America Highw ay (Darien Ga p)---------------------------- 20,000,000

To tal  new requests—'Foreign assis tance, fiscal yea r 1971__ 12,133, 525, 000
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care of hansen’s disease victims

Mr. Passman. General Lampert, I want to commend you, sir—and tha t certainly goes for  al l of the people on your staff—for your sym­pathetic and compassionate understanding of the people on the Ryukyus who are  afflicted with Hansen’s disease, which we so often refer  to as leprosy. I think it is one of the nicest thin gs tha t has  ever been brought to my a ttention, when you brought the pictures of you and Mi's. Lampert visiting  with these unfortu nate  people, bringing a little comfort to them.
I think tha t is one of the greates t things  you will ever do for hu­manity—bring a littl e comfort to these unfortunate  people, wherever they may be domiciled, because but fo r the grace of God, we, too, Gen­eral Lampert, could be victims of the Hansen’s disease.
General Lampert. Yes, sir.
Mr. P assman. I am certainly coming back to Okinawa sometime and go out and visit with these people and maybe bring them a littl e cheer because after  all, they are human.
General L ampert. They remember you, Mr. Chairman, with  a great deal of respect and admira tion and they would be delighted to see you anytime.
Mr. Passman. Of course, it was you, General, and your coworkers, as well as your predecessor, t ha t made these things possible. I t is all righ t fo r them to  speak kindly of me, but the cred it goes to you people who were there with them and recognized their pligh t and did some­thing for them.
I think  that, within itself, should bring  you a lot of comfort, not only now but in subsequent years, to know tha t you made some small contribution  to  the welfare of these unfortunate people.
General Lampert. That is quite right, sir.

REDUCT IONS IN  USCAR PERSON NE L

Mr. Passman. General, in this year’s justification you indicate you will have 248 permanent positions in fiscal 1971, and 174 permanent positions in fiscal 1972, which is a decrease of 74 positions; is tha t correct, sir?
General Lampert. Yes, sir;  that is correct. Those are average figures, sir, in each case for tha t fiscal year.
Mr. Passman. Since most o f the appropriation  is used for pay of personnel, why are you requesting an increase in the funds for this item?
General L ampert. Mr. Chai rman, I  believe there is a small decrease in the amount requested fo r pay of personnel: $2,799,000 in fiscal 1972 agains t $2,982,000 in fiscal 1971.
Mr. Passman. Could this confusion be brought  about by the same thing we were discussing earlier,  tha t we are dealing with an early estimate in the budget ?
General Lampert. Mr. Chairman,  I may well be confused by that.Mr. P assman. I do not  want to say you are confused, General. I  have never known you to be confused. You have always had the answers and if you did not have them, you would always say so. But certainly it is confusing to all of us when we realize we are working with  two differ­ent budget versions. I  t rust at the proper time the committee will be
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inform ed  of  th e gr an d to tal. I f  we dea l with  it  in two pieces we will  
be even  mo re con fused.  I  should th in k th a t it  will  come dow n as an 
am endm ent and be added to the re gu la r ap pr op riat io n ra th er  th an  
ca rri ed  as a s up plem en ta l; is th at  corre ct ?

Mr. K ramer. Yes, s ir.
Mr.  P assman. Th an k you.

ESTIMATED OUTLAYS FOR FISCAL YEAR 1971

General , last  year you  es tim ate d ou tla ys  fo r fiscal 1971 would  be 
$11,940,000, and  th is  ye ar  you r ees tim ate d t h a t f igure to be  $14,111,000. 
Would you expla in to  the com mittee the increase in disbursements  
when  in fact  yo ur  ap pr op riat io n was reduced below the req uest fo r 
fiscal 1971?

Gener al L ambert. Mr . Ch airm an , I  ce rta in ly  will  prov ide  th e in ­
for ma tio n. I  do no t imme dia tely find  the figures to  which  you are  
re fe rri ng .

(Di scu ssion off the  reco rd.)
Mr. K ramer. M r. P assm an , we h ad  $14,111,000 exc lud ing  the  supp le­

me nta l, and we ca rry  over an  ob lig ate d balanc e of  $1.7 mi llion  into 
fiscal 1972.

Mr.  P assman . So th e $11,940,000 sho uld  hav e been added to  the 
supp lem ental  an d th e carryov er  unob lig ate d fun ds.

Mr.  K ramer. W e would  ad d to  th a t th e ca rry ov er  and the supp le­
menta l ; yes, sir.

Mr . P assman. I t  fol low s nev ertheless  th at it  is ap prox im ately 
$2,171,000 ove r the est imate , even if  you add th at  to  it ; is th a t no t 
righ t?  You est im ate d las t year th a t yo ur  disburse me nts  would  be 
$11,940,000. I t  tur ns  o ut  th ey  a re $14,111,000. To  get the high er  figu re, 
you hav e to  ad d to th a t the supplem ental . But  th at  sti ll wou ld not 
br in g it  up  to  $14,111,000. P u t some thing  in the record .

(T he  i nfor mat ion fo llo ws :)
I ncrease in Estimated F iscal Year 1971 Outlays

The increased est ima ted disbursement for  fiscal year 1971 is the res ult  of a 
higher tha n expected  ob ligated  carryover from fiscal year  1970 and an  acceler ated  
fiscal year 1971 expenditure ra te  in order to complete  insofa r as possible all 
U.S. projects prior to revers ion.

ORIGINAL AND REVISED ESTIMATES 

(In thousands of dollars]

Fiscal year Current
1971 budget estimate Difference

Estimated obligations..........................................................................................
Obligated balance, beginning 1971...................................................................
Obligated balance, end of 1971.........................................................................
Estimated expeditures_......................................................................................

$6,952
8,162

-3 ,1 5 4
11,960

$6, 670
9,357

-1 ,7 4 0
14,287

$ -2 8 2
+1 ,1 95  
+1 ,4 14 
+2 ,3 27

Mr.  P assman. Ge neral , I  wou ld assume th e la rg e inc rease show n 
un de r Se pa ra tio n allowance on page  8 f or  the la st  2 ye ars  i s th e res ult  
of  ph as ing ou t your  op erat ion and send ing  dependents home.

Gener al L ambert. Th at  is co rrect, Air. Ch air ma n.
Mr. P assman. W ould you please p lace in the  reco rd wha t c ate gories 

th a t would  cove r?
(T he  in fo rm at ion fol low s:)
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Categories of Ryukyu an Separation  Pay

Separation allowance (lump sum retirement) benefits are provided USCAR Ryukyuan employees computed on the basis of one-twelth of one month’s base pay for  each month of creditable service subsequent to April 30, 1052, with this sum adjusted on the basis of length of service and type of separation in the following categories :
|ln percent]

Length of service Voluntary Involuntar y
separation separation

Les s than 2 y ear s............................................................................................................................
2 years but less  than 5 ye ars ........................................................................................................
5 years but less  than 7 years........................................................................................................
7 ye ar s but less than 15 yea rs......................................................................................................
15 years or more.................................................................................................................. .........

0 100
25 120
60 130

100 140no 150

SEPARATION ALLOWANCE FOR AMERICANS

Mr. P assman. I would also assume that a good part of tha t would be for Americans.
General Lampert. A considerable amount is for Americans, Mr. Chairman.
Mr. Passman. I)o you have a special agreement with Americans 

who are on Okinawa with respect to  the separat ion allowance, or  is 
tha t under the civil service and applicable to all overseas personnel?

General Lampert. We adhere to the civil service regula tions which apply all over the world, Mr. Chairman.
Mr. P assman. So this is a fixed formula ?
General Lampert. Yes, sir.
Mr. P assman. It  would not be any different for Okinawa than any other part of the world.
General Lampert. That is correct. We follow i t exactly.

COMMUTATION ALLOWANCE

Mr. P assman. Would you please explain the item which also appears on page 8 entitled commutation allowance?
General Lampert. Yes, sir. This is one of several allowances paid to 

our Ryukyuan employees, and it was added to the provisions of com­
pensation in discussions with our employees last year because i t is an 
allowance which has been paid for a number of years to the Japanese 
employees on the  American bases in Jap an proper. It  in general is a 
small allowance paid to an employee who lives more than  a certain 
distance from his place of work and is supposed to compensate him for traveling expenses.

Mr. Passman. What is the limitat ion ?
Colonel Falls. More than 2 kilometers away.
Mr. P assman. Let us get it in miles.
General Lampert. That would be a mile and two-tenths, sir.
Mr. P assman. With  a good strong arm you could almost throw a 

baseball tha t far. You mean if they live over a mile and two-tenths 
they get this allowance. In other  words, it is really portal-to-porta l 
pay, is it not, as we think of it in the coal mines ?
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Colonel Falls. $1.50 a month.
Mr. Passman. Th at is not a lot of money unless you had a lot of 

people. What if they live 20 miles away ?
General Lampert. I think there is no change.
Mr. Shriver. Have we been doing this all along ?
General Lampert. No, sir ; this is the  first year we have done it.
Mr. Shriver. Why are we doing it  ?
General Lampert. We added it because it is one of several allow­

ances paid in Jap an to  the  Japanese employees of the American mili ­
tary there which we do not yet have in our system. In the  annual labor 
negotiations  which take place out there that  was one of the items we 
agreed to add in reaching an agreement with our employees on th eir 
terms of compensation for  the following year.

Mr. Shriver. Subject to the money being provided  by the Congress.
General L ampert. Yes, sir.
Mr. Passman. This is something new.
General L ampert. Yes, sir.
Mr. P assman. Chances are the Americans there did not think of i t, 

but the  Ryukyuans observed the Japanese gett ing thi s consideration  so 
they negotiated favorably for  themselves.

IDEN TITY  OF RY UK YU AN  AND  JA PA NES E PAY PRACTIC ES

General Lampert. Mr. Chairman, we went into this  afte r a good deal 
of consideration because we had been and we are continuing in our 
dealings with our labor to tr y to work out understandings with them 
which will move them toward conditions of employment identical with 
those which prevail in Japan proper for the Japanese who work on 
the American bases, and the reason is that  af ter reversion, the Okina­
wan bases, as you mentioned earlier, will be in then what is pa rt of 
Jap an,  and we know all these provisions will apply aft er reversion.

Mr. Passman. But you will have no Americans there. They will be 
under the Americans; they won’t be under  the Japanese, will they?

General Lampert. I  am refe rring to the Ryukyuans who work on 
the American bases in Okinawa, and I am comparing them with the 
Japanese citizens who work on the  American bases in J apa n, proper.

Mr. P assman. I  see what you mean. Rather than waiting for  2 years 
to come under the Government system you put them under earlier?

General Lampert. Yes, sir ; and to be qu ite specific, this is an item 
we agreed to add to the terms of employment, th e conditions of em­
ployment, to  arrive at an u nderstand ing with our union which would 
cover the  employment durin g th e year we are now in.

Mr. Shriver. Are there any other terms o f thi s agreement tha t were 
entered into tha t we haven’t  had before ?

General Lampert. We agreed to wage increases, and this has been 
the pattern each year for  the last several years, based on surveys of 
prevailing wages in the community.

RYUKYTTAN BON US PA YM EN TS

Colonel Falls. The so-called 25-percent yearend bonus, 25 percent 
of 1 month’s pay, which in Jap an,  incidentally, i s 50 percent.

Mr. P assman. Is that  a substitute for a vacation ?
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Colonel Falls. No, sir. It  is another  form of compensation which follows the Japanese  format. In addition t o base pay, they receive a yearend bonus-----
Mr. Passman. What kind of pay ?
Colonel Falls. Base pay. They receive a base pay; they receive a summer bonus, and a yearend bonus.
Mr. Passman. A summer bonus, a yearend bonus, a travel bonus, a vaction; all tha t ?
Colonel F alls. They also get vacations, yes, sir ; depending on how long they have worked.
Mr. Passman. How many Okinawans are working under this arrangement  ?
General Lampert. About 25,000, Mr. Chairman.
Mr. P assman. 250 a month is 3,000 a year. That amounts to about 

three-quarte rs of a million dollars tota l, doesn’t it ?
Colonel Falls. I haven’t figured i t out, s ir;  bu t giving a small raise to this number of people amounts to a sufficient amount.
General Lampert. The Japanese patte rn of employing laborers is made up of  base wages, and then a number of bonuses paid at different times of the year. This is tr ue of other  countries in that part, of the world. It  all adds up to the man at the end of the year receiving a total  income which perhaps might  be equivalent to about 15 months of pay. In other words, his base pay throu ghou t the  year, and then a number of bonuses of various types which are equivalent to perhaps as much as an additional 3 months. It  is a very complicated pattern, 

and it is quite shocking to any American who runs into it  for the first time. But  it is the established patte rn in the Japanese employment system, and it is generally  followed in Okinawa, not only by the Amer­
ican Government employees, but by Okinawan businessmen and by the local government.

PE RC EN T OF GN P SP EN T FOR DEFENSE

Mr. P assman. I believe our country spends about 7.5 percent of its  GNP  on military . Wha t percentage of G NP do the Japanese  spend on defense?
Mr. Ericson. Something less than 1 percent, sir.
Mr. P assman. I would imagine these people could afford all these extra pay items. If  we are going to spend 7.5 percent of our gross national  product protecting them and they only spend 1 percent, they have a lot o f money they can throw away. I  hope tha t isn’t catching. We have too many problems here already. But  I  would assume, inas­

much as the  overburdened American taxpayers are put ting  up their  money to defend Jap an,  Jap an  could afford to have almost any kind of a contract  th at they want with the ir workers. It  causes me some con­cern. I am glad we are gett ing out.

PREPARATORY COMM ISSION

What are the duties and the membership of  the Preparatory Com­mission, General Lampert?
General Lampert. The Prep aratory  Commission, Mr. Chairman, was established in the agreement reflected in the communique, after
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the meeting between President Nixon and Prime Minister Sato in 
November, 1969, here in Washington, and is an organization estab­
lished in Okinawa to supervise the planning in Okinawa for the 
reversion of the government to the Japanese. It  has two members. I 
am the U.S. member. The member representing the Government of 
Jap an  is Ambassador Takase, a senior member of the Japanese dip lo­
matic service.

The Chief Executive, the head of the Okinawan Government, Mr. 
Yara, was designated as an adviser to the Commission, and in fact, 
becomes, to all extents and purposes, the thi rd member.

The Commission is designed to provide a body tha t can meet in 
Okinawa to talk  about reversion p lanning matters. Most of the work 
of planning for reversion is done in the  established offices of our civil 
admin istration, in our various mili tary headquar ters, bu t it is brought 
together in the Prepara tory  Commission, which has a staff of six 
Americans in the American contingent.

ASSUMED DATE FOR REVERSION

Mr. P assman. General, you stated on page 9, that  this budget is pre ­
pared on the assumption tha t the reversion of the islands to Jap an 
will take place on June 30,1972.

We discussed this briefly earlier, but  would you say this is a valid 
assumption at this time ?

General Lampert. Mr. Chairman, as I stated earlier, the date has 
not yet been established, but for p lanning purposes, I th ink, this is still 
a valid assumption.

travel of civilian employees

Mr. P assman. E xpla in th e large increase requested fo r the trav el of 
civilian employees.

General Lampert. I think that  is because o f paying  for the travel 
home of American employees who will be terminated and are enti tled 
to be transported back to the United States.

INFO RM AT ION PROGRAM

Mr. P assman. Y ou are  requesting $48,000 for information, material, 
and services. It  is s tated in the justification tha t “* * * the require­
ment to main tain and strengthen th e U.S. image in Ryukyus continues 
as U.S. military presence will remain in the Ryukyu Islands afte r 
reversion.”

I would hope, and  I would think , and I  am inclined to believe, that 
our image is bound to be very high in the Ryukyus on account of what 
we have done for those people. We have made tremendous improve­
ments on the island. When I first star ted going there , if  you went in a 
courtroom you had one hinge on a li ttle  old wood door, and when you 
got inside the presiding judge had a box up in the  front and you would 
sit down on benches, and he would have to use his fist as a gavel. Do 
you remember those days ?

The schools they had were bamboo covered shacks. Is that  about 
right?
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Now the islands have many modern facilities. If  we haven’t created a good impression with all the air-conditioned buildings and court­rooms I just  wonder how much good this $48,000 would do.
General Lampert. I thin k i t would have been better, Mr. Chairman, if we said we were try ing  to wind up our affairs with due a ttention  to the public relations side of our business.

CONVERSION TO YEN  CURRENCY

Mr. Passman. Many years ago the Okinawans used the yen as cur­rency the  same as the Japanese. Now the currency is dolla rs; is th at correct ?
General Lampert. That is correct, Mr. Chairman.
Mr. P assman. I wonder if it will be the policy to continue using the dollar, or will they go back to the yen as currency ?
General Lampert. T hat  is something also to be worked out in the negotiations for which I have no responsibility. I have assumed the yen would become the  currency in the Ryukyus  a fte r reversion.Mr. Ericson migh t want to add to tha t .
Mr. Ericson. That is correct, sir.
Mr. Passman. It  will go back to the yen ?
Mr. Ericson. Yes, sir.

CULTURAL CENTER ACTIVITIES

Mr. Passman. What are the plans of the  Japanese Government to take over the operations of t he Naha Cul tura l Center since they  are very soon to  benefit greatly from the reversion?
General Lampert. Of the five cultural centers, four other than the Naha Cultural Center, are no longer being operated by us.
I am not certain how this will tu rn  out, but wTe are interested in the possibility of the Naha Cultural Center being continued af ter  rever­sion as an ins trument of the  U.S. In formation  Agency, as an informa­tion center run by the USIS.
Again Mr. Er icson may have information beyond mine. I  don’t  be­lieve that has been firmly established yet.
Mr. Ericson. I don’t know the exact answer.

DESCRIPTION OF CULTURAL CENTERS

Mr. Shriver, Would  you describe wha t is meant by cultural  center?General L ampert. Yes, sir. The cultural  center a t Naha  is a build ing which resembles a public library, with an audito rium in it. It  is a library. The auditorium is used for various sorts of meetings and entertainment of various kinds.
In our situat ion in the Ryukyus, as the  governing power, we have operated these cultura l centers differently from what I unders tand to  be the use of an information center in foreign countries. Namely, we have used them as a medium to publicize the  United States, but  also as a true cultura l center in the community, a  place where people can gather and can do  thing s which have a useful cultural purpose. The center has those two aspects of  its ope rat ion : The U.S. Information side, and the true neighborhood or community cultu ral center side.
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Mr. S hriver . W ha t would  lie the  reason  fo r re ta in in g th a t in  Oki ­
nawa , fo rt heU .S . In fo rm at io n Service?

Gener al L ampert. Th is is rea lly  ou t of  my line, si r;  because  if  it  
happened it  w ould be af te r revers ion, since  Ok inaw a w ill be a pr efec ­
tu re  of  Ja pa n.  I  wou ld pre sum e if  it  were conti nued  there it  would  
be un de r th e same pro ced ure s and circums tan ces which  lea d to  in ­
form ati on  cen ters be ing  found in vario us  cit ies  in  vario us  par ts  o f 
th e world  in fo re ign countr ies .

Mr . P assman . W ha t is th e div ision  betw een t he  costs of  t hese cu l­
tu ra l cen ters?

General  L ampert . M ay I  s up ply th a t fo r th e record  ? I  am no t ce r­
ta in  of  it.

Mr.  P assman. Yes.
(T he  in fo rm at ion fol low s:)

R y u k y u a n -A m er ic an  Cult ural Cen te r

The objectives of the U.S. Civil Administration  operated Naha Ryukyuan- 
American Cultural Center and the approximate cost (including personnel) of each 
is as  follows:

1. To convey to the Ryukyuan people an understanding  and appreciation of 
America as a nation, its people, cu lture and government policies—$40,100.

2. To insure tha t Americans stationed in the Ryukyu Islands have an under­
standing and appreciation  of the Ryukyuan people, thei r culture, customs and 
way of life—$11,500.

3. To increase the knowledge of and pride in their  own cultu re among the 
Ryukyuan people—$5,700.

INCREASE IN  OPERATING EXPENSES

Mr. P assman. Gene ral  La mpe rt,  y ou are  req uesting  an increase fo r 
“A dm in ist ra tiv e Su pp or t” u nd er  the  “O pe ra tin g E xp en se” tit le . W ha t 
does t hi s a ctu all y co ver ? W ha t is t he  diffe renc e betw een ad min ist ra tiv e 
su pp or t a nd  ad min ist ra tiv e expense?

General L ampert . Inc lude d in th is  figu re, M r. C ha irm an , are moneys 
which  are  used  by th e civ il ad min ist ra tio n to  reimb urse othe r U.S . 
Gover nm ent  agenc ies in Ok ina wa  f or  sendees , a nd  these  ar e pr im ar ily  
fund s pa id to  the Ar my wh ich  does  the pa ym as ter wo rk fo r the civi l 
ad min ist ra tio n,  wh ich  ha nd les  pu rcha sin g a nd  co ntr ac tin g,  wh ich p ro ­
vides tele phone servi ce. I t  i s also,  howe ver , u sed  fo r the com pen sat ion  
of  the  Jap an ese nat iona ls who are em ployed  in  Tokyo in  the sm all office 
we maintain up  t here,  which  h andle s appli ca tio ns  f or  v is ito r perm its , 
fo r tra ve l pe rm its  to come int o Okina wa . An d the en tir e reason  fo r 
th e in crea se in 1972, in our  req ues t, is sever ance  paym ents to  the  Ja p an ­
ese citi zen s who  were emp loyed in the  Tokyo office who will be sepa­
ra ted fro m the  rol ls.

Mr . P assman. I s th is  ano ther  one  of these g ad ge ts t ha t th e J ap an ese 
have  gotten us  into  ? W hy  sho uld  we be pa ying  th a t ?

Gener al L ampert. Si r, th is  is rea lly  a part  of  ou r USC AR public 
sa fe ty  office. I t  is sim ila r to  a pa sspo rt office. I f  a Ja pa ne se  citiz en w an ts 
to  visit  Ok ina wa  he has t o have a pe rm it to  come to Ok ina wa , an d he 
gets it at th is  small office in Tokyo,  and  th ey  issue h im a perm it. The se 
people are employed  b y us because the y are  p er fo rm in g th is  func tio n 
wh ich  is p art  of o ur  res pons ibi lity f or  mo ni to rin g tr av el  in to  Okina wa . 
Th ere are  only a few peo ple  in  th at  office. I t  ha pp en s some of  the m
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are Japanese citizens, because when they originally staffed the office they hired  Japanese people because they were locally available. 
(Discussion off the record.)

SUPPOR T FOR LEPROSARIA

Mr. P assman. General, I notice you are not requesting funds for the leprosarium this year, yet you are planning certain improvements. 
How are you going to be able to go through with these improvements 
when you have no funds ?

General Lampert. Mr. Chairman, in the fiscal 1971 program there is an item of  $50,000 fo r work at the leprosarium. That work has not 
begun, b ut we hope to begin i t in the near future. Th at will pay for some sanitary improvements and for some electrical improvements and one or two other small projects. T ha t will be the last of our cash expenditures, although as I  mentioned to you, Mr. Chairman, there is a great  deal of local interest. I mentioned in your office the other day tha t some of our soldiers, for instance, righ t now are engaged in roofing repairs and paint ing on several of the older buildings, and we are 
actually financing this—financing the materials out of the general fund which we discussed earlier. I t is a small project, with a total  cost of less than $3,000. Also, the American women raised money in thei r women’s club activities, and they have been very interested and last year contributed about $11,000 for a number of items of equipment which the leprosarium needed, and I am sure they will continue doing that.

Mr. Passman. I hope they will not be forgotten when you pull out. You have two leprosariums there, do you not ?
General L ampert. Tha t is righ t, sir. One on the main island and one on one of the southern islands.
Mr. Passman. You have been able to provide both with sanitary equipment, good cooking equipment, good beds, and recreation centers ?
General Lampert. Yes, sir. That is primarily  to the generosity of this committee we have been able to do a grea t deal for them over the years.
Mr. Passman. That makes us feel very good.

HIG H  GRADE POSIT ION S

General, on page 23 of your justification you indicated you have two positions tha t are calied special positions at rates in excess of $30,714 annually.
General Lampert. Since this book was printed , one of those posi­tions is no longer in existence, so there is now only one. That is the 

position of civil administra tor, which is the direc t manager, or  senior officer in charge of the civil administration, and th at is a foreign service officer class-1 of the Foreign Service, who is detailed to the Dep art­ment of the Army and appointed to this  position.

U.S.  AND RY UK YU AN  PAY COMPARISON

Mr. P assman. For comparable jobs in Okinawa do the Japanese 
personnel, Okinawa personnel, and U.S. personnel get comparable wages?
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General Lampert. 'Mr. Chairman, local personnel are significantly 
lower paid than  Americans for similar work.

I  am not familiar  with the compensation in Japan,  and it is my 
impression generally Japanese compensation is higher than Okinawan, 
but lower than  American.

Mr. E ricson. Tha t is correct.
Mr. Passman. General Lampert, as per usual, you are forthrig ht, 

you answer all the questions head-on. We know th at  you have prob­
lems. In all probabi lity they will be more intense in the  closing days 
of this  conversion because there are a lot of th ings  to be worked out . 
This  committee wishes you well, and we certanly hope we will .go out 
as a committee and maybe see you during the late fall, perhaps, or 
early winter.

I have concluded my questions, and it is open to any member of the 
committee who has any addit ional  questions they would like to ask.

OKINAWA REVERSION STATUS AND IMPACT

Mr. Long. You state that  reversion negotiations  are underway  in 
Tokyo. W hat is the status of the  negotiations ? When do you expect 
them to be completed ?

Mr. E ricson. The negotiations  have been going on for about a year 
now. There  has been considerable progress, but there are some matters 
yet to be resolved. The negotiations are now enter ing the final stage, 
and we hope very much to complete them this  spring—probably in 
May or early June.

Mr. Long. You say the Okinawans are “heavily dependent on our 
milit ary bases and other outside support ,” although thei r economy and 
standard of living is improving. Wh at will happen afte r reversion? 
Will Japanese investments fill the gap?

General Lampert. Af ter  reversion, the United States  will continue 
to utilize the Okinawa bases in furtherance of mutual security inter­
ests in the area. Aside from already planned budge tary reductions, 
reversion would have little effect on the base generated cash input to  
the local economy.

SAFETY OF U.S . PERSONNEL

Mr. L ong. You also state that  our economic aid to the  Ryukyus is 
used solely to reimburse the local government for  public safe ty opera­
tions performed to benefit U.S. mili tary  personnel and thei r depend­
ents. Have the lives of these people been threatened or endangered 
by public disturbances in the last year?

General Lampert. There has been only one serious public disturb­
ance during the past yea r; i.e., the Koza riot of December 20. Although 
damage was done to private  vehicles owned by Americans, there were 
no serious injuries—largely due to the  effective measures undertaken 
by the Ryukyuan police to contain the disturbance.

RELATIONS BETWEEN RYUKYUAN S AND JAPA NESE

Mr. R oybal. Mr. Chairman,  I  would like to pursue the  relationship 
between the Japanese in the mainland and the Okinawans. I  am under 
the impression tha t the people of Okinawa, that is the natives of 
Okinawa prefe r not to really be associated with the Japanese. Am I 
correct or incorrect in tha t assumption ?
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Mr. Ericson. Could I  answer tha t off the record, sir? Mr. Roybal. Yes, sir.
(Discussion off the record.)

RYUKYUAN REPRESENTATION IN  JAPANE SE PARLIAMENT

Mr. H athaway. Af ter  reversion will they have a representa tive in the Japanese  Parliam ent?
General Lampert. Yes, sir. In a rather interes ting development the United States  agreed last year to permit the Okinawans to elect rep ­resentatives to the  Japanese Diet in advance of reversion, and the elec­tion was held in the fall of 1970; five members to the lower house and two to the uppe r house. They went in in 1970, and i t is my understand­ing that  they  enjoy the full privileges of members of the Diet, includ­ing voting privileges.
Mr. Ericson. That is correct.
General Lampert. A rather unusual, unique situation.
Mr. H athaway. There is no question tha t th at will continue?General Lampert. Tha t is right.
Mr. P assman. This lower and u pper house, is that just a way of ex­pressing two legislative bodies ?
General Lampert. I would like to apologize to the chairman of the committee. I  should have referred to  the House of Representatives and the House of Councillors. I  am not sure which is the upper house.

STATUS OF U.S.  BASES AFTER REVERSION

Mr. Roybal. Wha t will happen at the time of reversion ? Will we become then tenan ts to the Japanese Government? Will we pay rent, or what will be the situation ?
General Lampert. Sir, the bases th at we would occupy under the terms of the treaty tha t prevails in Japan,  those bases are to be pro­vided to us by the  Japanese Government, and in fact one of the bene­fits of reversion is we are now paying some $10 million a year in rents, and those rents we will no longer pay. The Japanese Government will have to provide that land to us and make the ir own arrangements with the landowners.
Mr. Royball. There will be a savings, then, of at least $10 million at the time the reversion takes place?
General L ampert. T hat  is correct.

PERCENT OF GNP SPEN T FOR DEFENSE

Mr. Passman. Mr. Secretary,  I trust you don’t feel badly about my polite statement  with respect to nations in tha t part of the  world who would, if the chips are down, stick with the United States and permit  us to use thei r t erri tory  for whatever purpose we deem proper for our own security and theirs?  We know we are not permitted to have gas stored in Japa n;  we know we are not permitted to have B-52’s in Japan. So le t’s just put it in the record, and sometime you have a look at it. In the United States we are spending about 7.5 percent of our GNP on defense, is tha t correct?
Mr. Ericson. I  believe so, sir.
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Mr. P assman. Let ’s move out to tha t pa rt of the world and take 
the countries you name. The Japanese are spending something like 
eight- tenths of 1 percent.

Mr. Ericson. That  is correct.
Mr. Passman. Korea is spending 3.9 percent of the ir GNP on de­

fense, is that correct ?
Mr. E ricson. Yes, sir.
Mr. P assman. Let ’s go to the Republic of China, one of the highest 

in the wor ld; they are spending 9.4 percent.
These are the statistics. I have no more love for one country than  I 

do fo r the o ther; but these are the  facts , and the record might as well 
reflect them.

RYUKYUAN REPRESENTATION IN  DIET

Mr. Shriver. H ow many elected Members of the Japanese Diet are 
from Okinawa, or the Ryukyu Islands?

General Lambert. A total  of seven, sir.
Mr. Siiriver. H ow many Members are there in the Diet ?
Mr. Ericson. There are 486 Members in the House of Representatives  

and 250 in the other house.
Mr. Siiriver. And for a li ttle over a year, since 1970 they have-----
General Lambert. They took thei r seats in December 1970, just 

about 3 or 4 months ago.
Mr. Shriver. What is the population of  Okinawa ?
General Lambert. Approximately 1 million, sir.
Mr. Shriver. They don’t really represent  ha lf the number of people 

tha t we do in the U.S. House.
General Lambert. I am sure that is right , sir.

REPRESENTATION ALLOWANCE

Mr. Siiriver. You are requesting $4,000 for representa tion allow­
ances. How does thi s compare with the amount expected to be used 
in fiscal year 1971 ?

General Lambert. This is the  same amount, sir, which has been in 
the budget request in each of my preceding two appearances.

Mr. Shriver. Prio r to tha t time ?
General Lambert. $4,000.
Mr. Shriver. You are winding down your activity. Why are we 

keeping the same amount ?
General Lambert. The activity for which th at is spent, which is pr i­

marily  taking  care of foreign visitors and Ryukyu officials, is not 
winding down. I f anything, it is increasing. We see an increasing num­
ber of official v isitors from Jap an,  for example, who come down on 
various-----

Mr. Siiriver. We don’t have to wine and dine them, do we? They 
are going to take over the whole business shortly.

General Lampert. S ir, I  give very close personal atten tion to the ex­
pendi ture of this fund, but in fact, a considerable amount of the official 
entertainment for which the  fund has been spent in the past and for 
which I am still spending it, is for Japanese officials who come to

60-2 08 O—7 1— pt. 1------ 26



400

Okina wa . An d I  have fe lt it  is ap pr op riate,  an d I  believe th at  it is, 
sir.

NU MB ER  OF TROOPS ON OK INAW A

Mr. Shriver. On p age 18 of  th e jus tifi cat ion s it  is sta ted  t hat recent  
red eploy me nt of U.S. tro op s from Vietn am  to Ok ina wa  has  incr eased 
the req uir em ent fo r publi c safet y serv ices  fo r which  you are  req uest­
ing 1.25 milli on.  A re t he re  less t roo ps  in Ok ina wa  ?

General L ambert. I  d id  n ot  mean to ind ica te th at . Th e t hird M arine  
div isio n re tu rn ed  to Ok ina wa  in Nov emb er of 1969. I  did  spe ak of 
ce rta in  reduc tions  in tro op  st re ng th  which had  take n place in Okina wa  
in the last year,  or  sli gh tly  more th an  a yea r. I  re fe rre d to th e re ­
moval  of  the MAC E miss iles which  the A ir  Fo rce ha d had, to a re ­
duction  in size of  th e Ar my an ti -a ircr af t defe nse  fo rce,  to  th e removal 
of  ce rta in  A ir  F orce  un its . I  did  no t mea n to  say there had been a re ­
duction  in to ta l str en gth,  because the  ar riva l of  the Mari ne  div isio n 
rai sed  the st reng th  to a po in t which  is rea lly  gr ea te r th an  it  was 2 
ye ars ago.

FOOD FOR PEACE PROGRAM

Mr. Shriver . H ow mu ch food  fo r peace  com modities go in to  the 
Ry uk yu  Isl ands?

Gener al L ampert. I  have  it  here .
Cou ld I su pp ly  th at fo r the record? Otherwise  I  can  find it  and 

rea d it.
Mr . Shriver. I t  would  be permissib le, bu t I  wou ld like ju st  an  off­

ha nd  guess.
Mr. K ramer. $800,000.
Mr.  Shriver . W ha t will  be the sta tu s of  th at  prog ram af te r 

rev ers ion  ?
Mr. K ramer. T hat  prog ram wil l also  be term inated , alo ng  w ith  all  

of ou r oth er aid  p rogra ms .

TE CH NI CA L EDU CATION AND TR AINING

Mr. Shriver. W ha t is go ing  to ha pp en  to  such prog rams as those 
show n on pag e 21 u nd er  tech nical educa tion an d trai ni ng , such as the  
Ea st- W es t C en ter  and  on -the-job tr ai ni ng  pr og rams?

As fa r a s our  govern me nt is concern ed we are  no t go ing  to be  pa rt ic i­
pa ting  in it , bu t will there be an ythi ng  to take  the ir  plac e ?

Gener al Lampert. In  connectio n with answering  your q uestion , may 
I cor rec t som eth ing  I ju st sai d?  The one prog ram will  con tinue af te r 
reversion,  the com ple tion  of the educa tion of abo ut 152 Ry ukyuan  
college stu dents  now stu dy ing in Am erican  uni ver siti es.  An d we have  
set aside eno ugh  money from the  g ene ral  fund  to cove r t he ir  expenses 
un til  the y complete the courses in whi ch they  are  now en rolle d;  and  
the  las t one will finish  in 1974. Tha t is t he  one exception. The se oth er 
pro gra ms , sir , I am quite  conf iden t, will  be rep laced in vario us  ways  
by Japane se  Gover nm ent  sponsored prog rams, because the y hav e a 
wide var ie ty of such  p rogram s in J ap an .

COM PE NSA TIO N FO R U .S . AS SETS  ON  OKIN A W A

Air. S hriver. I  th in k I  wo uld like to  d ire ct  th is  ques tion  to t he  Secre­
ta ry . I t  goes back to th e nego tia tions  re lat ive to the tr ust  fun ds,  or
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these programs th at we have such as the Development Loan Corp., the 
Electric Power Corp., the Water Corp., and all of the  others.

Do you anticipate any money to come into the Treasury of the 
United States as a result of the negotiations ?

Mr. Ericson. We anticipate , s ir, we will be compensated full value 
for these U.S. owned civil assets, yes, sir.

Air. Shriver. And then our Treasury will perhaps  receive it—or 
are you think ing perhaps  it will be used for economic development or 
highways or fur ther expenditures with in the islands?

Mr. Ericson. No, sir.
Mr. P assman. This is what we refer to as the counterpart funds. We 

shipped them commodities and they sold the commodities to the local 
people, and this goes into an account. Now we could look at the original 
investment and see most of tha t account represents profit made by the 
operation of these facilities on the island, is that  correct ?

General Lampert. Yes, sir.
Air. Siiriver. Tha t is all, Air. Chairman. Than k you.

RY U K Y U A N  GOVE RN M EN TA L ST RUC TU RE

Air. H athaway. Wh at does the Government consist of?
General Lampert. A unicameral legislature of 32 members, sir, 

and an elected chief executive, a governor, if you will, whose title  is 
chief executive. He is elected by popula r vote.

Mr. Hathaway. They are from the  32 districts?
General Lampert. Yes, sir.
Air. H athaway. You say the representatives to the Diet are elected at large?
General L ampert. Th at is correct. There is then a system of courts. 

There is a higher  court and a lower court system, and another court known as the family  court.
Mr. Hathaway. Do they have a cabinet ?
General Lampert. The Government is d ivided into I think it is 10 

departments, and the departm ent heads constitute what amounts to 
a cabinet, yes, sir.

Mr. Hathaway. How long has it been in existence ?
General Lampert. It  was formed in 1952. We had been in control 

for  7 years and it had a military-supervised government which is 
replaced by this more formally organized Government of the Ryukyu 
Islands in 1952.

R Y U K Y U A N  PO LIT IC A L PA RT IE S

Mr. Hathaway. Wha t about political par ties?
General Lampert. The partie s generally parallel the parties in 

Japan.  The Legisla ture is controlled by what is now called the 
Okinawa chapter of the Jap an Liberal Democratic P arty. Th at is  the 
par ty which is in control of the  Government in Japan.

This is a so-called middle of the road party. The English transl a­
tion is the Okinawa Socialist Alasses Party , which is a centralist 
par ty. There is a socialist par ty which is quite close to the Jap an 
socialist party , and there is the Communist-identified party, which 
does not  call itself Communist but calls itself the Okinawa Peoples 
Pa rty .
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The one Ja pa ne se  p ar ty  which is no t rep res en ted  in the  leg isl atu re 
is the  Komeito,  the  Bu dd hist based pa rty which  does have mem bers  in some of th e cit y counci ls.

Mr.  H athaway. The y a re a ll d emocratic , also  ?
Gen era l Lampert . In  the mu nic ipa lit ies  the system pa ralle ls the 

Japa ne se  system of  citie s, vil lag es an d tow ns, and in general  there is 
an elected mayor and  an  electe d assembly or council  in  each community .

Mr. H athaway. You  say no one is proh ib ite d fro m vo tin g or  Tun­ing because  o f any  pa rty affil iations?
General Lampert . I  believe th at to be cor rec t, sir.  No one is proh ibi ted .
Mr.  H athaway. Would you  say it  is a good, viable  gover nm ent?
Gener al L ampert. Yes, si r;  it  is. We  have  difficulties wi th  

them,  of course, from tim e to ti me  in  adv ising  the m,  because t hey don’t 
see eve rything  th e way we d o ; bu t I  f ind the governm ent officials to  be 
men who, in  t he ir  own way are  t ry in g to do a good job. We  g et  a lon g 
well wi th mos t of the m.  T hey are  good peop le t o work with. Th ere i s a 
const ruc tive wo rking  re la tio nship , an d when you  sit  dow n wi th  them  
to  ta lk  over a busines s matt er , if  you h ave a good in te rp re te r prese nt 
you  can  hav e rea lly  a very  sat isf ac tory  so rt o f a session .

GOVERNM ENT AL ARRANGEMENT AFT ER REVERSION

Mr. H athaway. Bu t af te r the revers ion , wi ll most of  the  pow er be 
in Ja pa n?  Is  it  like  a St at e in rel ati on  to  th e Fe de ra l Gover nment?

General Lampert. I t  is like  a State , sir.  Mr . Er ics on  can  spe ak to 
th at  be tte r th an  I  can  since  I  hav en ’t  served  in  Ja pa n.

Mr. E ricson. Th e governo r will be elected. Th e fund s wil l be de­
rived from centr al governm ent sources, h owever.

Mr. H athaway. Th ey  do n’t have  taxi ng  po wer ?
Mr. E ricson. They  d o hav e t ax in g pow er, bu t it  does not s up ply  th e 

major ity  o f the fund s expended.
The Japa ne se  th is  ye ar  are  pu tt in g in $166 millio n, and  th is  i s not 

too fa r ou t of line fro m wh at the Ja pa ne se  prov ide  home  isl and pr e­
fec tures of sim ila r size.

Mr.  H athaway. H ow m any  p ref ec tur es  a re th er e ?
General L ampert. 46.

JA PA N’S MARKET ON OKINAW A

Mr. P assman . La st  ye ar  it  was $106 million th e Japa ne se  p ut i n, b ut  
the y h ad  a marke t t he re  fo r Ja pa ne se  comm odit ies o f over $500 mil lion . 
Th is  y ear the Japa ne se , acc ord ing  to  p res ent est ima tes , are  pu tt in g in 
$160 mil lion . W ha t wil l be th ei r mark et fo r Ja pa ne se  commod ities? W ha t is th e est imate  ?

Mr.  K ramer. Abo ut $550 million.
Mr. P assman. I t  is a tremendous marke t fo r Ja pa ne se  goods , and 

the y make a b ig  profi t. Ce rta inly there is no pro fit fo r us. It  is s tri ct ly  
in the  inte res ts of Ja pan  that  we are  there , as well as o ur  own country. 
I  wa nt to repe at  t ha t. Ja pan  is ge tti ng  j us t as much prote ction  if  not 
more out  of ou r forces there th an  t he  Un ite d State s, because they  are 
neare r, ar en ’t the y ?

General L ampert. Th at  is rig ht .
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Mr. P ass man. General Lampert, th is concludes the hearings. I want 
to than k you, General Baldwin, Colonel Fall s and all of these o ther 
suppo rting witnesses.

We have a very fine committee here, I  believe, and we have a lot of 
new talent. Mr. Roybal is new on this committee, but he has come to 
us from Foreign  Affairs Committee where he has been an active mem­
ber for many years. We are going to  look over your request very care­
fully, and I am of the opinion tha t when the recommendation is made, 
it will be one that will meet our commitments out there. The committee 
is adjourned.

T hursd ay , A pr il  1, 1971 .

DEP ARTMENT OF HEAL TH , EDU CAT ION, AND 
WE LFAR E

A ssistan ce to R efug ees  in  the U nit ed  States

W IT N E S S E S
H O W A R D  H . P A L M A T IE R , D IR EC TO R , CUBAN R E F U G E E  PR OG RAM  
G LY N N  W . B A K E R , F IN A N C IA L  M A N A G EM EN T O FFIC E R , CUBAN 

R E F U G E E  PROG RAM
R A N D O LPH  W . L E E , D IR EC TO R , BUDGET D IV IS IO N , SO CI AL  A ND  

R E H A B IL IT A T IO N  S E R V IC E
W IL F O R D  J.  FO RBU SH , A C TIN G  D IR EC TO R , BUDGET D IV IS IO N , D E­

P A R T M E N T  OF H E A L T H , EDU CATIO N, A ND  W E L F A R E

PROGRAM  AND  FIN AN CIN G (IN  THO US AN DS  OF DO LL AR S)

Program by act ivit ies:
Welfare assistance and se rv ice s..
Resettlement...................................
Education ........................................
Health servi ce s...............................
Movement of refugees  from Cuba 
Program admin istrat ion.................

1970
actual

1971
estimate

1972
estim ate

56,842 73,000 100,000
4,731 5,827 6,3 38

20,454 26,538 29,8 38
2,44 9 3,19 5 3,963

657 950 1,05 0
2,27 9 2,57 0 2,811

Tota l oblig ations......................................................................................
Fin anc ing : Budget  author ity..............................................................................

87,4 12 112,080 144,000
87,4 12 112,080 144,000

Budg et authority :
App ropr iatio n.........................................................
Pay increase (Pu bli c Law 91 -3 05 ).....................
Tra nsfer  from other a cco unt s..............................

Appro priatio n (ad jus ted )..................................
Proposed transf er for c ivilia n pay act increases.

Relation of obliga tions to outlays:
Obligations incurre d, net......................................
Obligated balance, start of year ...........................
Obligated balance, end of year ............................
Adjus tm ents in expired accounts...................... .

87 ,282 112,000 144,000
4 0 ......................................................
90 ......................................................

87,4 12 112,000 144,000
.............. 8 0 ...........................

87,4 12 112,080 144,000
11,315 14,704 18,4 24

-1 4 ,7 0 4  -1 8 ,4 2 4  -2 4 ,5 2 4
-1 1 6  ......................................................

Outlays, excluding pay increase supp lemental...................................
Outlays from civil ian pay act su plem enta l............... ............................... .

83,8 57 108,280 137,900
..............  8 0 ...........................
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OBJECT CLASSIFICATION (IN  THOUSANDS OF DOLLARS)

1970 actual 1971 estimate 1972 estim ate

Personnel compensation:
Permanent  po si tio ns .. ...................
Positions other than pe rm an en t.. . 
Other personnel compe ns at ion. ...

Tota l personnel com pensa tion ..
Personnel benefi ts: Civi lian employees. 
Travel and t ransportation of persons. .
Transportation of t h in g s .. .....................
Rent, communicat ions, and u ti li ti e s .. ..
Prin ting  and rep roduct ion......................
Other  services..........................................
Supp lies and materia ls...........................
Equ ipment................................................
Investments and loans...........................
Grants, subsid ies, and c on tr ibut ions ...  

Tota l ob ligat ion s.........................

1,190 1,278 1,306
57 71 72
8 11 111

1,255 1,360 1,389
82 95 100
30 35 35

5 5 5
405 435 578

24 30 30
24, 536 32,680 35, 823

29 30 30
6 10 10

4,198 4,400 6,000
56, 842 73,000 100,000

87,412 112,080 144,000

PERSONNEL SUMMARY

Total number of permanent posi tions..............................................................
Fu ll-t ime equivalent  of o ther  posi tions............................................................
Average number of all em ployee s...................................................................
Average GS grade...............................................................................................
Average GS salary...............................................................................................

177 177 177
11 11 11

171 171 171
9.4 9.4 9.4

$13,746 $13,784 $13,881

Note:  After  the  budget was submit ted, H. Doc. 92-93 was tran smitted to Congress containing  $103,000 in increased 
pay costs for fiscal year 1972.

Mr. P assman. The committee will come to order. Today we will con­
sider the fiscal year 1972 budget request for the Cuban refugee pro­
gram of $144,103,000.

We have the Honorable Howard H. Palmatier , director, Cuban 
refugee program, accompanied by Glynn W. Baker, financial man­
agement officer, Cuban refugee program, Randolph W. Lee, direc­
tor, budget division. Social and Rehabilita tion Service, and Wilford J.  
Forbusb , Acting director , Budget Division, Department of Health , 
Education, and Welfare.

Gentlemen, we are glad to have you appear before the committee.
I  believe, Mr. Palmatier,  you have a statement  you would like to 

make to the committee in behalf of this  appropr iation  request.
Mr. Palmatier. Yes, Mr. Chairman.

General Statement

Mr. Chairman and members of the committee, i t is a pleasure to 
have the opportunity to present to you the appropria tion request for 
the Cuban refugee program.

The request for fiscal year 1972 is for $144 million. This covers the 
following services for which this program, under the Migration and 
Refugee Assistance Act of 1962—Public Law 87-510—is responsible : 
reception and regis tration of refugees upon arrival in M iami; classi­
fication of job skills; reimbursement to the States  for welfare assist­
ance and services to  needy refugees; educational and health services; 
and resettlement from Miami to homes, job opportunities, and reunion 
with relatives in other part s of the United States. Also included in the 
request are funds in the  amount of $1,050,000 to be transferred to the 
Department of State for the cost of the air lif t of refugees from Cuba,
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which was established December 1, 1965, by the United  States  under 
the 1965 memorandum of understanding with the Government of 
Cuba. Th is activity is adminis tered by the Department of State. The 
responsibility  of the Cuban refugee program itself begins after the 
refugees have arrived in this  country.

When the Cuban refugee program was established in 1961, it was 
given, basically, a twofold responsib ility; first, to alleviate the impact 
of refugees on State and local resources by reimbursing State and local 
agencies for certain types of expenditures on behalf of the refugees; 
and second, to aid the refugees in becoming self -supporting through 
train ing, rehabi litative  services, and resettlement from the por t of 
entry, Miami, to opportun ities in other parts of the country.

RE IMBU RS EM EN T TO STATES FOR WELFA RE COSTS

In  accord with these responsibilities, one of the actions which the 
President d irected the  Secretary of H ealth,  Education, and Welfare to 
undertake when the program was established was the 100-percent r e­
imbursement to Sta te welfare agencies from Federal funds for welfare 
assistance and health services to needy refugees. This has continued to 
be the policy th rough out the course of the refugee p rogram, in order 
to avoid the impact of needy refugees on States and communities. It  is 
this reimbursement to the States  which accounts for the major portion 
of the refugee program budget and for most of the increase of $32 
million requested in 1972.

MOST REFUGE ES ARE SELF-SU PPOR TIN G AND  ARE MAK IN G ECO NOMIC  STRIDES

Mr. Chairman, the refugees have established an excellent record for 
themselves in the United States, particularly when we consider tha t 
they arrive  in a state  of complete destitut ion, without any possessions 
or resources; tha t they have suffered usually several years of harass­
ment and depriva tion by the authorities in Cuba; and that many do 
not speak English.  They bring  with them, however, skills which con­
tinue to be higher th an one would find in a cross-section of the popu la­
tion of Cuba, and they also br ing with them a dedication to freedom 
and a spiri t of determinat ion to do the ir best in the United  States. It  
is this determination,  coupled with thei r skills and the ir willingness to 
sta rt again at the bottom of the occupational ladde r whenever neces­
sary, which has led to th eir excellent reputation  among employers and 
their  considerable success. Over eight  out of every 10 registered refu ­
gees are fully self-supporting, tax-paying, contributing members of the 
communities in which they live. Those who require Federa l financial 
assistance consist principally of elderly and disabled persons, and of 
persons who have recently arrived  in the United  States and are ex­
pected to need assistance only during an initia l period of gettin g 
started in a new country. The fact tha t those who require such assist­
ance consist almost entirely  of persons who do not have employment 
potential and of temporary aid to new arriva ls is indicative of the fact 
tha t the vast majort iy of the refugees, who have employment poten­
tial, move rapidly to become self-sufficient.

In  the Miami/D ade County area, studies by a pr ivate  research firm, 
the First  Research Corporation, have shown continued, substan tial
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economic advances by the refugees. A September 1968 study showed 
tha t families of Spanish orig in (nearly  90 percent Cuban) had a total 
annual  income of $342 million in Dade County. By October 1970, 
this figure had risen to $588 million. There was also a significant rise 
in median family income—from $5,200 in 1968 to $7,200 in 1970.

A nationwide survey conducted by the Census Bureau  in November 
1969, and released in  February 1971, has provided the first national 
economic data on Cubans throughout  the United States. This study 
showed Cubans in November 1969 to have a median family income 
of $5,957, a high labor-force partic ipation rate, and a low unemploy­ment rate.

INCR EASED PROGRAM COSTS

Despite these substantia l accomplishments, the constantly increas­
ing cumulative number of refugees in the United States has resulted 
in increased financial needs for the Cuban refugee program, prin­
cipally for the purpose of offsetting expenditures which would othe r­
wise fall on the States and communities. As you know, Mr. Chairman, 
the program is not only responsible for services to refugees who arrive  during a given year, but is potentia lly responsible, under cer­
tain  circumstances, for expenditures on behalf of any of the refugees 
who are living in the United States, regardless of thei r date of ar ­rival. It  has been this continuously increasing cumulative number of 
refugees living in the United States, for whom the program is re­
quired to make certain types of expenditures if the circumstances arise, which has been the principal factor in increased costs.

The fiscal year 1972 request anticipates the continuing arrival of 
refugees during the year. Underlying  the estimate is the expectation 
tha t, during  1972, the refugee air lift  from Cuba to Miami will con­
tinue at the same rate  as in  the past, resulting in about 48,000 addi­
tional  refugees arriv ing in Miami during the year.

I  should now like to present in a l ittle more detail each of the six major  activities composing the budget request.

WE LFA RE ASSISTA NCE  AND  SERVICES

The request for 1972 for reimbursements to the States for welfare 
assistance and services to needy refugees is $108 million. Of this 
amount, $40 million is estimated for requirements in Florida, includ­
ing hospitalizat ion, and $68 million is for  welfare assistance and serv­
ices, including  medical assistance, in other States.

The welfare and medical assistance made available to the refugees 
is administered by State welfare agencies and is based on the same 
standards of need and assistance as apply to U.S. citizens living 
in the same States. In Florida, the State  has increased its as­
sistance payments to American citizens and has urged tha t welfare 
gran ts to Cuban refugees also be increased, in recognition of the 
inadequacy of the present assistance level in relation to the cost of 
living and in order to reestablish greater comparabi lity between the assistance to refugees and the assistance to  other  residents of Florida. 
The present monthly maximum payments for refugees are $60 for a 
needy single individual and $100 for a needy family. Under the 
Sta te’s regula r programs, the maximum payments are now $114 for
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a one-per son  case and $134 fo r a family  of  fo ur  pers ons . Th e 1972 
est imate  conte mp lates ra isi ng  the  assi stance  paym ents in Flo rida  to 
a level more ne ar ly  equal to the  regu la r ass ista nce  paym ents in th a t 
State . T his chan ge is expected to result  in a rise  in  th e a verag e mo nth ly 
paym ent from an es tim ate d $41 pe r per son  in the prese nt fiscal ye ar  
to an estima ted  $53 in 1972.

Since the 1972 bu dg et  est imate s were  or ig inal ly  prepared , reques ts 
fo r reimb ursement  fro m State s othe r th an  Fl or id a have exceeded  ou r 
or ig inal  estimates.  Th is has res ult ed  from a la rg er  increase th an  was  
an tic ipated  in the  avera ge  cost  pe r case. Th e la rg er  increase is p ri ­
marily  fo r med ical  ass istance  expenditu res . We  now estim ate  th at 
an addi tio na l $4.4 mil lion  will  be req uir ed  in fiscal ye ar  1971 an d an 
ad di tio na l $8 mil lion  in fiscal ye ar  1972 to finance these increased  
costs. Decrease s in  ou r est imate s fo r the  edu cat ion  po rti on  of  th is 
prog ram are expecte d to enable us to  finance these inc reased  costs  
wi thin the 1971 ap pr op riat io n and the 1972 budget.

Since the refugees  are  elig ible  fo r we lfa re  an d medical assi stance  
an d services only un de r the same circ umstance s of  need,  and to the 
same ex ten t, as Am erican  citizens, th is  plac es ap pr op riat e lim ita tio ns  
on assistan ce to  refugees. However , it also mea ns th at  cha nges in the  
dom estic ass ista nce  prog rams are  reflected  in refugee assi stan ce. E x ­
pansion  o f the scope and cost of dom estic prog ram s, as in the area  of 
medical  ass istance , also result s in incr eased req uir em ents fo r rei m­
burseme nt to the  St ates  fo r ass istance  on be ha lf of needy refugees.

I  hav e mentioned th e fact  th at  pr ac tic al ly  all of the  ref ugees  who 
req uir e assi stance  for  an y a pprec iab le perio d of tim e a re old er pers ons . 
F or inst anc e, in Fl or id a,  66 perc en t of  the refuge es rec eiv ing  we lfa re 
ass istance  are ove r 65 years  of  age, and a to ta l of  81 per cent are 61 
years  of age an d over. Th is is indic ati ve  of  the  fac t th at  the vas t 
major ity  of  the  r efugee s—who hav e emplo ym ent po ten tia l and whom  
we h elp  to rea lize  t hat  po ten tia l throug h tr ai ni ng , reha bi lit at ion,  and 
resett lem ent—a re very anx ious to wo rk an d do go to work as qui ckly 
as possible.

RESETTLEMENT

Reset tlem ent  of  r efugee s fro m Miami to  op po rtu ni tie s fo r se lf- su p­
po rt and reu nio n wi th rel atives con tinues  to be a major  objec tive of  
the  pro gra m.  Th e es tim ate  of  $6,338,000 fo r resettl ement  ac tiv itie s 
an tic ipa tes  th at 32,000 person s will be res ett led  at an ave rag e cost of 
$198 per  pe rson, ref lec ting  an increase of  ap prox im ately 8 pe rce nt ove r 
the est imated ave rag e cost of  $182 in 1971. The  incre ase t akes  into ac­
count increased costs  o f assi stance  and  services by the  v olun tary  a gen­
cies in  ca rry ing ou t th e resett lem ents and he lp ing the  refugees  get 
star ted in t he  res ett lem ent locations.

EDUCATION

Th e revised est imate  f or  edu cat ion al ac tiv ities  in 1972 is $21,838,000. 
Th is is less th an  the est imate  fo r th e pre sen t fiscal ye ar  an d less 
th an  the  es timate  f or  1972 orig inal ly  in cluded  in the  b udget . Th ere  a re 
two  reasons  fo r the  down wa rd revi sion in  the  es tim at e:

(1)  Th e est imate  or ig inall y prep ared  fo r 1972 inc lud ed pro vis ion  
fo r continue d assistan ce to the school sys tems in  U nion  C ity  a nd  West
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New York, N.J. A decision subsequently has been reached that funds for these two school systems will be made available under the provi ­sions of section 202 of Public Law 91-230, which amended Public Law 874, 81st Congress. Section 202 provides for assistance to school systems in which the average daily attendance of refugee children amounts to 20 percent or more of total average dai ly attendance. The Union City and West New York school systems—both small school districts—qualify  for impact aid under this requirement.
(2) The estimate originally prepared for 1972 for assistance to the Dade County, Fla., public schools anticipated a rise in the enrollment of refugee pupils continuing the previously experienced trend of in­creases. Subsequent to the original estimate, Dade County school offi­cials have advised us of a decline in the rate of increase. The school officials have advised us tha t this has occurred because a number of refugee pupils have trans ferred from public to nonpublic schools (as have a larger number of the school system's nonrefugee pupi ls), and tha t these pupils are expected to continue their  enrollment in the non­public schools in 1972.
These changes have enabled us to reprogram needed funds in the amount of $4.4 million in 1971 and $8 million in 1972 from the educa­tion activity to the welfare assistance and services activity  in order  to meet the increased reimbursement claims from the States received to date in 1971 and anticipated durin g the remainder of this fiscal year  and in 1972.
I also wish to call to the committee’s attention, Mr. Chairman, tha t the education activity  includes one new element which we believe will be very helpful in enabling refugees to be self-supporting . This con­sists of educational loan funds  in the amount of $1 million which will enable loans to be made to needy students who pursue nondegree tech­nical or vocational courses leading to gainful employment, both in colleges and in proprieta ry institu tions approved by the Office of Educat ion. Previously, loans have been limited to needy students enrolled in degree-granting programs. The provision for this new type of loans included in the present request follows changes which have already been made in the curren t year in the domestic loan program under the Higher Education Act Amendments of 1968. We believe th at providing such loans for nondegree technical and voca­tional training will be especially valuable to the refugees, most of whom have skills, but many of whom need limited additional training in o rder to expand their  skills to fit. into the needs of various occupa­tions in this country. The availabi lity of these loans for short-term tra ining will be par ticu larly  helpful to refugees outside of Dade County for whom no organized vocational training program has been available although the need has existed and has become more urgent as more refugees have been resettled. We believe that this investment, in the form of loans, will yield many dividends in terms of enabling refugees to achieve fuller independence through gainful employment.

HEA LT H SERVICES

The 1972 budget request includes $3,963,000 to p rovide health  serv­ices to needy Cuban refugees in Miami comparable to the health services available to needy American citizens in Miami. This amount
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rep res en ts an increase of  $768,000 ove r 1971, ref lec ting  an tic ipat ed  
conti nu ing  increases in the numb er of  people  to be served  an d in  the  
cost o f medical care.

MO VEMENT OF REFUGE ES FROM CUBA

Th e cost of  tran sp or ta tio n of  refuge es from Cuba is es tim ate d at  
$1,050,000 fo r 1972 by th e D ep ar tm en t o f S ta te,  an  i ncrease of  $100,000 
ove r the es tim ate d 1971 level. These fund s are  tran sf er re d by th e 
prog ram to the Dep ar tm en t of  St ate to  cove r the cost of  the ai rl if t,  
serv ices  prov ide d by the Swiss Em bassy  in Hav an a in connec tion  
wi th  the ai rl if t,  and a small am ount fo r St at e Dep ar tm en t expenses.

PROGRAM AD MINIS TRAT ION

The est imate  fo r prog ram ad min ist ra tio n fo r 1972 is $2,914,000, an 
increase of  $294,000. Th e increase inc ludes $103,000 which  is being 
added to our 1972 budget to de fra y the cost  of the pay rai se enacted  
in Ja nuar y 1971. Tn addi tio n to  the  hi gh er  Fe de ral  sa lary  scale, there 
are  increases in  th e cost of  pr ov id ing rec eption fac ili tie s and services 
in  Miami fo r n ewly ar rive d refu gees. Th e prog ram ad min ist ra tio n in ­
clud es an ave rag e of 175 F ed eral staff pe rfo rm ing prog ram ac tiv itie s 
and dir ect ion  bo th in Mia mi and Wash ington , the same numb er as in 
1970 and  1971.

Mr. Ch air man , I  am  m ost  ap prec iat ive  of  th e o pp or tuni ty  to  present  
th is  sta tem ent, and we sha ll be very plea sed  to  try  to answer any  
questions.

Mr.  P assman. Tha nk  you fo r a very excellent sta tem ent. We  sha ll 
inse rt the  jus tifi cat ion  pag es 3, 5, 6, 7, 8, and 9 at th is po in t in  the  
reco rd.

(T he  ju sti fication  pa ges  fol lo w:)
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DEPARTMENT OF HEALTH, EDUCATION, AND WELFARE 

SOCIAL AND REHABILITATION SERVICES

A s s is ta n c e  t o  R efu gees in  th e  U n it e d  S ta te s  

Am ounts  A v a il a b le  f o r  O b li g a ti o n s

19 71  1972

A p p r o p r i a t i o n ...............................................................................

R ea l t r a n s f e r s  fr om :
"H ig h e r e d u c a ti o n  f a c i l i t i e s  lo a n  
fu nd" (P ro p o se d  t r a n s f e r  f o r  in c re a s e d
p ay  c o s t s ) .................................................................................

T o t a l ,  o b l i g a t i o n s ...................................................

$ 1 1 2 ,0 0 0 ,0 0 0 $ 1 4 4 ,1 0 3 ,0 0 0

13 0 ,0 0 0 —

1 1 2 ,1 3 0 ,0 0 0  1 4 4 ,1 0 3 ,0 0 0

O b li g a ti o n s  by  A c t iv i ty

Pa ge
R ef.

19 71
E s ti m a te

1972
E s ti m a te

In c re a s e  o r
D ecre ase

P os. Amount P o s. Amount P o s. Amount

12 W elf a re  a s s i s t a n c e
and  s e r v i c e s . . . . $7 7,1+ 00 ,000 $ 1 0 8 ,0 0 0 ,0 0 0 — +$30 ,6 00 ,0 00

5 ,8 2 7 ,0 0 0 6 ,3 3 8 ,0 0 0 +511,0 00

19  E d u c a ti o n .................... — 2 2 ,1 3 8 ,0 0 0 — 2 1 ,8 3 8 ,0 0 0 — -3 0 0 ,0 0 0

23 H e a lt h  s e r v i c e s . . . — 3 ,1 9 5 ,0 0 0 — 3 ,9 6 3 ,0 0 0 — + 768,0 00

26  Movem ent  o f  re fu g e e s
950 ,0 00 1 ,0 5 0 ,0 0 0 . . . +100,0 00

27  Pr og ra m  a d m in is t r a -
t i o n ........................... 17 7 2 ,6 2 0 ,0 0 0 17 7 2 ,9 1 4 ,0 0 0 — +394 ,0 00

T o ta l  o b l ig a t i o n s . 17 7 1 1 2 ,1 3 0 ,0 0 0 17 7 144,1 03 , 0 0 0 — + 31 ,9 7 3 ,0 0 0
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Summary o f  Chang es

1971 e s ti m a te d  o b l ig a t io n s ...................................................................................... $1 12 ,1 30 ,0 00

1972 e s ti m a te d  o b l ig a t io n s ......................................................................................  14 4, 103 ,0 00

Ne t ch an ge..............................................................................................................  +31 ,9 73 ,0 00

Bas e Change from Base

A. Program  In c re a s e s :

1 . W el fa re  a s s i s ta n c e , in c lu d in g  
h e a lt h  s e rv ic e s  to  ne ed y 
re fu g e e s :

(a ) In  F lo r id a .................................

(b ) In  o th e r  S ta te s ......................

$3 1, 329,0 00

1*9 ,266,000

+$1 2, 63 4, 00 0

+1 8, 73 4, 00 0

2 . R ese tt le m en t o f  Re fuge es  ou t o f
Mia mi.......................................................  5 ,8 27 ,0 00 +5 11 ,000

3 . A ssis ta n c e  to  Dade Cou nt y,  F lo r id a
sc hoo l sy st em  to  h e lp  r e l ie v e  
im pa ct  o f  en ro ll m en t o f  la rg e  
num ber  o f  Cuban  re fu gee
c h i ld r e n ................................................. 13 ,4 38,0 00

4 . V o ca ti o n a l an d E n g li sh  t r a in in g  in
Dade Co un ty an d p ro fe s s io n a l 
r e t r a in in g  fo r  p h y s ic ia n s ,
te a c h e r s , e t c ...................................... 1 ,3 00 ,0 00

+9 00 ,000

+2 00 ,000

5. Loa ns to  s tu d e n ts , in c lu d in g  th o se
fo r  a tt e n d in g  p r o p r ie ta r y  sc hools
to  im prov e e m p lo y a b il it y .............. 4 ,4 00 ,0 00

6 . Movement o f  re fu g ees fro m C u b a .. . 95 0,00 0

+1, 60 0, 00 0

+1 00 ,000

7 . Ex pe ns es  r e la te d  to  F ed e ra l
a d m in is tr a ti o n  o f  pr og ra m , in c lu d in g  
f u l l  y e a r  c o s t in  197 2 o f  pa y r a is e  
wh ich became e f f e c t iv e  in  Ja nuary
1 9 7 1 ........................................................  2 ,6 20 ,0 00_____________ +2 94 ,000

T o ta l,  in c r e a s e s ............................................  ...... +34 ,9 73 ,0 00
B. Pro gra m D ecre ases:

1 . A ssi st an c e  to  two  p u b li c  sc hoo l sy st em s
in  New Je rs e y  t h a t  hav e a  h ig h  p e rc en ta g e  o f  
Cuban re fu g ee  en ro ll m en ts  whose im pa ct  w i l l  
be  fu nd ed  in  197 2 under  P ub li c  Law 874 
r e l a t i n g  to  sc hool a s s is ta n c e  in  F e d e ra ll y
a f fe c te d  a re a s  ( t o t a l  d e c re a s e ) . . .  3 ,0 00 ,0 00___________- 3 ,0 0 0 ,0 0 0

T o ta l,  n e t ch an ge ..........................................  - — +31 ,9 73 ,0 00
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E xp la n a ti o n  o f  Cha nges

A. PROGRAM INCREASES:

1 . W el fa re  a s s is ta n c e

a . A ssi st an c e  to  ne ed y Cuban re fu g e es  in  F lo r id a .— Of th e  in c re a se  o f 
$1 2, 63 4, 00 0 fo r  t h i s  a c t i v i t y ,  $9 ,3 00,0 00 i s  f o r  f in a n c ia l  a s s is ta n c e  o f 
which  $3 ,2 00,0 00 i s  fo r  an  in c re a se  o f  6 ,6 00  p ers ons in  th e  av er ag e 
m on th ly  c a se lo a d , an d $6,1 00,0 00 i s  fo r  an  in c re a se  in  th e  av er ag e mon th ly  
paym ent in  F lo r id a — fro m an  e s ti m a te  o f  $ 4 l p e r  p ers on  in  197 1 to  $53  in  
19 72 . T hi s in c re a se  i s  e s s e n t i a l l y  due  to  a m o d if ic a ti o n  in  e x is ti n g  
p o li c y  wh ich  f o r  a  number o f  y ea rs  ha s c a l le d  f o r  th e  same f ix e d  maximum 
m on th ly  amount t h a t  may be  p a id  d e s p it e  th e  r i s e s  in  c o s t - o f - l iv in g . T hi s 
in c re a se  w i l l  a ls o  b r in g  a s s is ta n c e  paym en ts to  th e  re fu g e es  up  to  a le v e l  
n e a re r  th a t  p a id  by  F lo r id a  in  i t s  r e g u la r  p u b li c  a s s is ta n c e  pr og ra m s.
The b a la nce  o f  th e  in c re a se  fo r  t h i s  a c t i v i t y  in c lu d es  $2 ,0 00,0 00 fo r  
h o s p i t a l  c o s ts ;  $7 68 ,000  f o r  h e a l th  s e rv ic e s  p ro v id ed  by o r  th ro ugh  th e  
re fu g ee  c l i n i c  in  Miami; ab ou t $2 00 ,000  fo r  it em s su ch  as ca re  o f 
un ac co mpa nied  c h il d re n  and t r a n s i t i o n a l  r e s e tt le m e n t a ll ow ances; and  
$3 60 ,0 00  fo r  a d m in is tr a ti o n  o f  th e  prog ram by  th e  S ta te  o f  F lo r id a .
A side  fro m th e  h ig her  f in a n c ia l  a s s is ta n c e  pa ym en ts , th e  o th e r  in c re a se s  
a re  n ecessa ry  p r im a ril y  to  p ro v id e  fo r  a  la r g e r  num ber  o f  re fu g ees r e q u i r ­
in g  a s s is ta n c e  an d se rv ic e s  as a  r e s u l t  o f  th e  con ti nued  in f lu x  o f 
re fu g e es  fro m Cuba a t  th e  r a t e  o f  app ro x im at el y  48 ,0 00 p e r y e a r .

b . A ssis ta n c e  to  ne ed y r e s e t t l e d  Cuban re fu g e e s—S ta te s  o th e r  th an  F lo r id a .
— Of th e  in c re a se  o f  $1 8, 734,0 00 e s ti m a te d  fo r  a s s is ta n c e  to  th o se  re fu g e es
l iv in g  o u ts id e  o f  F lo r id a , $1 4,9 00, 000  i s  e s ti m a te d  f o r  a la r g e r  case lo ad  
an d th e  b a la nce  f o r  a  h ig h e r  av er ag e m on th ly  paym ent f o r  b a s ic  w elf a re  
ne ed s an d m ed ic al  c a re . The l a r g e r  ca se lo ad  i s  bas ed  p r im a r il y  on th e  
in c re a se  in  th e  t o t a l  num ber  o f  re fu g ees r e s e t t l e d  ou t o f  Miami to  o th e r  
p a r t s  o f  th e  c o u n tr y . By th e  end o f  f i s c a l  y e a r 19 70 , th e s e  r e s e t t l e ­
men ts t o ta le d  al m ost  251 ,0 00;  t h i s  num ber  i s  expec te d  t o  in c re a se  to  
28 3, 00 0 by  th e  end o f  f i s c a l  1971 an d to  31 5, 00 0 by Ju ne  19 72 . Be tween 
Ju ne  1969 an d Ju ne  1970 th e  num ber  o f  re fu g e es  o u ts id e  o f  F lo r id a  r e q u i r ­
in g  f in a n c ia l  a n d /o r  m edic a l a s s is ta n c e  ro se  fro m 25>000 to  33 ,6 00, an  
in c re a se  o f 8, 60 0 du ri ng  f i s c a l  y e a r  197 0 com pared  to  an  an nual  in c re a se  
o f  ab out 7 ,2 00 p ers ons th e  p re v io u s y e a r . Ba sed on s im ila r  ex peri ence  
s in c e  th e  a i r l i f t  be ga n in  1965> wh ich  in d ic a te s  t h a t  ea ch  y e a r  an  
in c re a s in g  p e rc e n t o f  r e s e t t l e d  re fu g e es  re q u ir e s  a s s i s ta n c e , i t  i s  
e s ti m a te d  t h a t  by  th e  end o f f i s c a l  y ea r 197 1 th e re  w i l l  be  ab out 43 ,2 00  
ne ed y re fu g ees r e q u ir in g  a s s is ta n c e  an d by  th e  en d o f  19 72 , 54 ,0 00  
re p re se n ti n g  an  in c re a se  o f  9>6OO d u ri n g  f i s c a l  y e a r  1971 and 10 ,8 00  
du ri ng  f i s c a l  y e a r  19 72 . T nis  r a t e  o f  in c re a se  r e f l e c t s  th e  cu m ula tive  
e f f e c t  o f  th e  co n ti n u o u sly  in c re a s in g  num ber  o f  re fu g e e s  l iv in g  in  th e  
U .S .,  a  h ig h e r  num ber  o f  whom ea ch  y ea r a re  ad va nc ed  in  y e a r s , have  more  
m edic a l i n f i r m i t i e s ,  do n o t p o ssess  th e  E ng li sh  a b i l i t y  th a t  co uld  h e lp  
the m ach ie ve q u ic k e r an d more g a in fu l em plo ym ent, an d la c k  o th e r  so u rc es 
o f  income p ro te c t io n  which  mos t o ld e r  c i t i z e n s  ha ve  ach ie v ed . An in c re a se  
o f  $8  i s  e s ti m a te d  in  th e  av er ag e m on th ly  pa ym en t, fro m $107 in  1971  to  
$115 fo r  3972. The in c re a se  i s  on ly  o n e -h a lf  th e  r a t e  o f  in c re a se  be tw ee n 
197 0 (when th e  f i s c a l  y e a r  av er ag e was $95 ) an d th e  197 1 e s ti m a te , wh ich  
r e f l e c t s  o p e ra ti n g  exp eri en ce  th ro ugh December 19 70 . F is c a l  y ea r 1971  
i s  th e  f i r s t  y e a r a l l  S ta te s  a id in g  Cuban re fu g e es w i l l  ha ve  m ed ic ai d 
prog rams in  e f f e c t  th e  e n t i r e  f i s c a l  y e a r an d t h i s  a ls o  r e s u l t s  in  l a r g e r  
ex p en d it u re s  fo r  th e  re fu g e es  s in c e  S ta te  a id  to  t h i s  grou p i s  p a tt e rn e d  
a f t e r  th e  re g u la r  S ta te  w e lf a re  pr ogr am s.  The 1972 p ro je c t io n s , th e r e ­
fo re , assume a  sm a ll e r in c re a s e .
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2 . R ese tt le m en t o f  re fu g e es ou t o f  Mia mi. —The in c re a se  o f  $5 11 ,0 00  fo r  t h i s  
a c t i v i t y  i s  due to  ex pec te d  in c re a se s  in  c o s ts  to  th e  v o lu n ta ry  ag en c ie s 
wh ich  per fo rm  th e  re s e tt le m e n t fu n c ti o n  f o r  th e  F ed e ra l go ve rn m en t.

3 . A ssis ta n c e  to  Dade Co unty p u b li c  sc hoo l sy st em  t o  h e lp  r e l ie v e  im pa ct  o f
en ro ll m en t o f  la rg e  num bers o f  Cuban  re fu g ee  c h i ld r e n . —The in c re a se  o f
$9 00 ,000  r e f l e c t s  a p e t in c re a se  o f abou t 1 ,4 00  in  th e  av er ag e numb er o f  
Cuban  re fu gee  s tu d e n ts  who a r r iv e d  in  th e  U.S.  s in c e  Oct ob er  3 , 19&5, fo r  
wham sc hoo l a s s is ta n c e  w i l l  be  p ro v id ed  in  19 72 , com pares  w it h  an  in c re a s e  o f  
2 ,6 00  in  197 1 an d 5, 20 0 in  19 70 . The sh a rp  d e c li n e  in  th e  r a te  o f  in c re a se  
in  1971 i s  due p r im a r i ly , acco rd in g  to  Dade Co un ty  sc hool o f f i c i a l s ,  to  
in c re a se d  u t i l i z a t i o n  o f  n o n -p u b li c  sc h o o ls  by  Cuban re fu g ee  p u p i l s , r e s u l t ­
in g  in  a s u b s ta n t i a l  one- tim e re d u c ti o n  in  th e  r a te  o f  in c re a s e —a lm ost  3»0 00 
l e s s  en ro ll m e n ts  th a n  p re v io u s ly  e s ti m a te d ; t h i s  t r e n d , on a  much sm a ll e r 
s c a le , i s  expec te d  to  con ti nue  in  19 72 ; sc hool o f f i c i a l s  do n o t a n t ic ip a te  
t h a t  i t  w i l l  be  re v e rse d . The d e c e le r a t in g  in c re a se  in  1972  a ls o  r e f l e c t s  
th e  f a c t  t h a t  c h il d re n  who ha ve  be en  in  U. S.  sc hoo ls  ove r 5 y e a rs  a re  
co n sid ere d  i n e l i g ib l e  fo r  a s s i s ta n c e ;  s in c e  th e  5 -y ear a n n iv e rsa ry  o f  th e  
a i r l i f t  was re ac hed  December 1 , 19 70 , f i s c a l  y e a r  1972 w i l l  r e f l e c t  th e  f i r s t  
f u l l  y e a r 's  a p p l ic a t io n  o f  t h i s  p o l ic y . The in c re a se  a ls o  r e f l e c t s  th e  
as su m pt io n t h a t  g e n e ra l sc hool c o s ts  an d t e a c h e r s ' s a l a r i e s  w i l l  in c re a se  by 
ab out 7 p e rc e n t in  19 72 .

U. V o ca ti o n a l an d E n g li sh  t r a in in g  in  Mi am i. —An in c re a se  o f  $2 00 ,0 00  i s  
req u este d  fo r  p ro v id in g  t h i s  ty p e  o f  t r a in in g  to  Cuban  re fu g ee  a d u l ts  in  
Miami. B e tt e r  E n g li sh  p ro f ic ie n c y  an d jo b  s k i l l s  a re  e s s e n t i a l  to  h e lp  
many o f  them  become ec onom ic al ly  s e l f - s u f f i c i e n t .  The in c re a se  i s  due 
p r im a r il y  to  th e  a d d i t io n a l  re fu g e es th a t  a re  c o n s ta n tl y  be in g  ad de d to  th e  
Cuban p o p u la ti o n  in  Miami.

5 . Loans  to  s tu d e n ts . —Of th e  in c re a se  o f  $1 ,6 00 ,0 00  re q u e ste d  f o r  lo an s to  
ne ed y re fu g e e s , $6 00 ,0 00  i s  f o r  th e  same ty p e  o f  lo an s as g ra n te d  in  th e  p a s t ;  
as more Cuban  s tu d e n ts  co m pl et e t h e i r  e d u c a ti o n , th e  num ber  o f  ne ed y s tu d e n ts  
wor king  to w ar d d eg re es who w i l l  ne ed  lo an s  w i l l  in c re a s e . An e s ti m a te d  
5,1 00 s tu d e n ts , o r  UOO mor e th an  in  19 71 , a re  ex pecte d  to  r e q u e s t lo an s  
to t a l i n g  $5 ,0 00 ,0 00  in  f i s c a l  y e a r  19 72 ; a  5 p e rc e n t in c re a se  in  th e  av er ag e 
lo an  p e r  s tu d e n t i s  a ls o  r e f l e c te d .  An in c re a se  o f  $1 ,0 00 ,0 00  i s  req u este d  
fo r  1972 to  i n i t i a t e  a  pr og ram to  p ro v id e  an  e s ti m a te d  1 ,5 00 Cuban s tu d e n ts  
w it h  v o c a ti o n a l o r te c h n ic a l  e d u c a ti o n a l lo an s  avera g in g  ab out $70 0 ea ch  to  
a t te n d  ap pr ov ed  p r o p r ie ta r y  i n s t i t u t i o n s .  T his  ty p e  o f  lo an  i s  now b e in g  
made f o r  U. S.  c i t i z e n s ,  w it h  f i s c a l  y e a r  197 1 b e in g  th e  f i r s t  y e a r  th e  O ff ic e  
o f  E duca ti on  ha s bee n ab le  to  im plem en t th e  p ro v is io n s  in  th e  H ig he r E duca tion  
Ac t Amendments o f  1968  wh ich p ro v id e  f o r  ex te n d in g  NDEA ty pe  o f  lo an s  to  
non-d eg re e te c h n ic a l  an d v o c a ti o n a l s tu d e n ts  e n ro ll e d  in  pr og ram s o f  n o t l e s s  
th an  6 mon ths d ir e c te d  to w ar d p re p a r in g  th e  s tu d e n t f o r  g a in fu l em plo ym ent.

6 . Movement o f  re fu g e es fro m Cuba. —T he se  c o s ts  a re  bas ed  on adv ic e  fro m th e  
Dep ar tm en t o f  S ta te . Ove r 80 p e rc e n t o f  th e  $1 00 ,0 00  in c re a se  re q u e s te d  i s  
e s ti m a te d  f o r  in c re a se d  a i r l i f t  t r a n s p o r ta t io n  c o s ts ;  th e  b a la n ce  r e l a t e s  
p r im a ril y  to  Sw iss  Gover nm ent  s e rv ic e s  re n d ere d  in  Cuba.

7 . Pro gra m a d m in is t r a t io n . —The in c re a se  o f  $2 9^ ,0 00  req u este d  fo r  1972 in c lu d e s  
$1 65 ,000  f o r  a d d i t io n a l  c o s ts  in  co n necti on  w it h  r e lo c a t io n  o f  th e  re c e p ti o n  
an d do rm ito ry  o p e ra ti o n s  c u r re n tl y  ho us ed  a t  M ia m i's  I n te rn a t io n a l  A ir p o rt .
The Dade Co un ty P o r t A u th o ri ty  ha s n o t i f i e d  th e  G en er al  S e rv ic es A dm in is tr a­
t io n  i t  ca nnot co n ti n u e  th e  le a s e  on th e  a i r p o r t  f a c i l i t i e s  use d  fo r  th e se  
s e rv ic e s  beyo nd  O ct ob er  31 , 19 71 , s in c e  th e  a re a  i s  r e q u ir e d  fo r  o th e r  
a i r p o r t  s e rv ic e  f a c i l i t i e s .  The b a la nce  o f  th e  in c re a s e , $1 29 ,0 00  i s  to  
p ro v id e  fo r  h ig h e r  o p e ra ti n g  c o s ts  su ch  as p e r io d ic  s te p  in c re a se s  lue
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Fe de ra l s t a f f ,  and to  r e f le c t  th e f u l l  yea r co st  o f th e Ja nu ary 1971 pay 
ra is e  e ffe c ti v e  on ly  h a lf  o f f i s c a l  yea r 1971» d a ta  pro ce ss in g ch arge s,  
communica tion , and var io us se rv ic es re quir ed  fo r  th e re fu gee s te m po ra ri ly  
ca re d fo r by  th e program  whi le  aw ai ting  re se tt le m en t,  fo r exam ple:  pro vis io n 
of food , li n e n , gu ar d,  wa ste  remova l and pest  co n tr o l se rv ic e s.

B. PROGRAM DECREASE:

1. Fund ing of sc ho ol  a ss is ta n ce  to  Union C ity and West New York , New Je rs ey
un de r an oth er  prog ram in  197 2. —The 1971 appro pri a ti on  re qu es te d and 
appro ved  fo r th e  Cuban Refugee Program co nt ai ne d $3 m il li o n  in  re co gnit io n  
of th e imp act o f Cuban re fu ge e ch il d re n  on th es e two sc ho ol  syste ms. 
Subsequen t to  subm iss ion o f th e P re s id e n t' s  Budget fo r  f i s c a l  yea r 1971> 
th e Act  o f September 30 , 195 0, Pu bl ic  Law 81-87*+, r e la ti n g  to  School  
A ss is ta nc e to  F edera ll y  Affec te d Are as (SAFA) was amended in  A pri l 1970 
(Sec . 202 o f Pu bl ic  Law 91-2 30)  to  pr ov ide fo r impact a id  to  scho ol  
d i s t r i c t s  th a t hav e a 20 per ce nt or more averag e d a il y  at te nd an ce  o f 
Cuban re fu ge e ch il d re n , i t  was iecide d th a t sinc e fun ds  had
been  ap pro pri at ed  in  th e  Cuban re fu ge e budget s p e c if ic a ll y  fo r  th is  
pu rpose th ey  shou ld  be used  in st ead  of SAFA fun ds in  1971> but th a t  in  
197 2, th e SAFA a u th o rit y , and fun ds  ap pro pri a te d  to  th e Off ic e of 
Ed ucati on  fo r  pr ovid in g sc ho ol  a ss is ta n ce  to  Federa ll y  a ff ec te d  a re a s , 
would be u t il i z e d  fo r a s s is ti n g  th e New Je rs ey  sc hools . Th is ac ti o n  
r e su lt s  in  e lim in a ti on  o f th e  e n ti re  $3 m il li o n  from th e  Cuban re fu ge e 
budg et in  f i s c a l  1972.
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A ss is ta nc e to  Refu gees  in  th e Uni ted S ta te s

Budge t

Year
Est im ate 

to  Con gress
House

Allowance
Sen ate

Allowance A pp ro pr ia tio n

1963 $70,1 10 ,00 0 $55,0 00 ,00 0 $7 0,1 10 ,00 0 $70,1 10 ,00 0

1964 70 ,000 ,00 0 56 ,000 ,000 ^/ 39,7 17,1 37i/ 39 ,717 ,137 V

1965 45 ,400 ,00 0 45 ,400 ,00 0 34 ,800 ,000 V 34 ,800 ,000 V

1966 44 ,865 ,000 ^/ 44 ,865 ,00 0 42 ,600 ,00 0 42 ,600 ,00 0

1967 51 ,000 ,00 0 51 ,000 ,000 V 51 ,0 00 ,000 V 51 ,000 ,000 V

1968^ / 49 ,000 ,00 0 49 ,000 ,00 0 49 ,000 ,00 0 49 ,000 ,00 0
1969^ 72 ,665 ,00 0 72 ,509 ,00 0 72 ,509 ,00 0 72 ,50 9,0 Oc V

197 0^/ 87 ,41 2,0 00 87 ,412 ,00 0 87 ,412 ,00 0 87 ,412 ,00 0

197 12/ 112,0 00 ,00 0 112,0 00 ,00 0 112,0 00 ,00 0 11 2,0 00 ,00 0

1972 144,1 03 ,00 0

l /  Pl us  u nobligat ed  fun ds  es tim at ed  to  be $14,0 82 ,86 3 on han d as  o f 6/ 30/6 3.
2 / Pl us  u nobligat ed  fun ds  es tim at ed  to  be $7 ,600 ,000  on hand as  of 6 /3 0/ 64 .
3/ R efl ect s re duct io n  o f $2 ,135 ,00 0 co nt ai ne d in  H. Doc. 138 .
4 /  Plus  $1 ,032 ,997  p r io r  yea r unobligat ed  fu nd s.
5 / Pl us  $4 ,500 ,00 0 o f p r io r  year  unobligat ed  fun ds  fo r  each of th e amounts shown.

Data a ls o  exclu de  $1 ,800 ,000  made av a il ab le  from th e AID Co ntingency  Fund.
6 / A ll  da ta  in cl ud e $1 ,800 ,00 0 which  was tr an s fe rre d  to  AID Co ntingency Fund to  

re p la ce  funds used  to  meet 1968 re qu irem en ts .
7 / In cl ud es  an amount of $2 ,700 ,00 0 tr a n s fe rre d  from "Economic A ss is ta nce ,"  

Agency fo r  In te rn a ti o n a l Developmen t, and  $35,0 00 fo r pay  in cr ea se  in  
f i s c a l  yea r 1969 tr a n s fe rre d  from th e Pub lic Hea lth  Se rv ice in  l ie u  of  
supp lemen tal  ap pro pri a ti on .

8 / A ll  da ta  in cl ud e $90 ,00 0 tr a n s fe rre d  from a PHS acco un t and $40,0 00 made
av ail ab le  as  an in d e fin it e  appro pri a ti on  un de r P.L.  91-305 fo r pay  in cr eas es  
in  f is c a l  yea r 1970.

9 / Exclu des  $13 0,000 fo r pay ra is e  prop osed  fo r tr a n s fe r  from o th er  ac co un ts .

6 0 -2 0 8  O  - 71 -  p t.  1 - - - 2 7
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A c tiv i ty •
1970

Actua l
1971

Est im ate
1972

Est im ate Change

1. Welf are A ss is ta nc e and S er vic es :

F lo ri da
a . F in an ci al  a ss is ta n ce  to  needy

re fu gee s ...................................... $1 4,2 00 ,15 7 $1 7,7 82 ,00 0 $2 7,0 78 ,00 0 +$9 ,296,000
b . T ra n s it io n a l re se tt le m en t

al lowan ce s . . . . . . . . . . . . . . . . . 947 ,060 1,0 32 ,000 1,2 00 ,00 0 +168,000
c .  Ca re of unac com pan ied c h i l -

dr en  ....................... .. 752 ,694 810 ,000 846 ,000 +36,000
d . D is tr ib u ti o n  of  su rp lu s

com modit ies  ............................... 94,9 61 110,000 116,000 +6,000
e . H o sp it a li za ti o n  ........................... 4,35 7,50 0 6,00 0,00 0 8,0 00 ,000 +2 ,00 0,0 00
f .  S ta te  ad m in is tr a ti on  ................. 2,0 79 ,97 6 2,4 00 ,000 2,7 60 ,00 0 +360,000

Subto ta l (F lo ri da) ..................... 22 ,43 2,3 48 28 ,13 4,00 0 40 ,00 0,00 0 +11,8 66 ,00 0

S ta te s  o th er  th an  F lo ri da
F in ancia l and med ical  a ss is ta n ce

to  needy re s e t t le d  re fu ge es  . . . , 34 ,40 9,1 95 49 ,266 .000 68 ,000 ,000 +18,73*+.000

S u b to ta l,  Welf are a ss is ta n ce  ,, 56,841,5 43 77 ,400 ,000 108,0 00 ,00 0 +30 ,600,000

2. Res et tlem en t • • • • • • • • • • • • • • • • • • • « , 4,7 30 ,99 7 5,8 27 ,000 6,3 38 ,000 +511,00 0

3. Edu ca tio n:
a . A ss is ta nce  to  pu bl ic  scho ol

sys tem s ...................................... . , I5 ,l 4o ,6 8o 16 ,43 8,00 0 14 ,33 8,0 00 -2 ,1 00 ,0 00
b . Voc at io na l and E ng lis h t r a in -

ing  fo r yo uth and ad u lt s . . . , 876 ,667 1,0 00 ,000 1,2 00 ,00 0 +20 0,000
c .  Loans  to  st uden ts  ....................... . 4,1 98 ,075 4,40 0, 00 0 6,00 0,00 0 +1 ,60 0,00 0
d . P ro fe ss io nal tr a in in g  and

p la c e m e n t............. .............. .. . 238 ,108 300 ,000 300,000 —

S u b to ta l,  Ed uc at ion . . . . . . . . . . . 20 ,45 3,53 0 22 ,138 ,000 21 ,83 8,0 00 -300 ,00 0

4. Hea lth Ser vic es :
a . Refugee hea lt h  c l i n i c ............. . 1,3 47, 797 1,6 72 ,000 2,0 27 ,000 +355,000
b . O utp at ie nt h o sp it a l s e rv ic e s ., . 495 ,336 803 ,000 1,0 64 ,00 0 +261,000
c . M aterna l and ch il d  h ea lt h ,

and sc ho ol  h ea lt h  se rv ic e s ., . 171,031 200 ,000 234 ,000 +34 ,000
d . H o sp it a li za ti o n  fo r lo ng -te rm

il ln e s s  ...................................... .. 435 ,23 9 520 ,000 638 ,000 +118,000

S u b to ta l,  Hea lth se rv ic es . . . 2,4 49 ,40 3 3,19 5,00 0 3,9 63 ,000 +768,000

5. Movement of Refugees from
Cuba . 657 ,000 950 ,000 1,0 50 ,00 0 +100,000

6. Prog ram A dm in is tr at io n ................. . 2,2 79 ,52 7 2,6 20 ,000 2,9 14 ,000 +294 ,000

87 ,412 ,000  112,1 30 ,00 0 14 4,1 03 ,00 0 +31,9 73 ,00 0
T o ta l,  A ss is ta nce  to  Refug ees  

In the Uni ted  S ta te s . . . . . . .
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INCREASES IN  19 71  AND 197 2

Mr. Passman. Your 1971 appropria tion was $112 million.
Mr. P almatier. That  is correct, sir.
Mr. Passman. For  fiscal 1972, you are requesting $144,103,000.
Mr. Palmatier. Th at is correct.
Mr. P assman. Tha t is an increase of $32,103,000 over fiscal 1971. Is 

tha t correct ?
Mr. Palmatier. That is correct for our appropria ted funds.
Mr. P assman. Have you a request for a supplemental applicable  to 

fiscal 1971?
Mr. P almatier. No, sir ; we have no t; we are assuming, however, ad­

ditional  funds of $130,000 for  pay raise costs to be made available by 
tran sfer  in 1971.

Mr. P assman. Why do you need such a substan tial increase in your 
fiscal 1972 program, Mr. Director?

Mr. Palmatier. We are faced with the same problem, Mr. Chairman, 
tha t we had last year. We have put together this budget on the basis 
of the assumption th at there will be an additional 48,000 refugees who 
will be granted asylum in fiscal year 1972. As best we can determine, 
the composition of the arrivals will be simila r to tha t in previous 
years.

We also assume tha t, despite all the positive efforts tha t the volun­
tary agencies can make, working with the refugees, and the positive 
efforts of the refugees themselves, there will be a net increase of about 
17,000 to the welfare rolls during the fiscal year.

Mr. P assman. What was your increase in fiscal 1971 ?
Mr. Baker. About 16,000.

CHANGES W IT HIN  1971  ESTIMATE

Mr. Passman. In your justification before the committee for fiscal 
1971, you projected tha t estimate. Has it turned out to be in  accord­
ance with your estimate ?

Mr. Palmatier. Generally, yes, sir. We did have-----
Mr. Passman. You say generally. Gentlemen, I have to make the 

case because money is getting very hard to get.
Mr. Baker. The average payment per recipient is h igher than we 

predicted.
Mr. Palmatier. We overestimated our requirement for the Dade 

County school system by approximately $4.4 million. D uring  the year 
we have reprogramed tha t $4.4 million for welfare services.

On the basis of our current  estimate, we firmly believe we are going 
to need it.

Mr. P assman. What is your estimate now of unobligated funds as of 
June 30 ?

Mr. Baker. We think it  will be practically zero.
Mr. P assman. You will be terrific operators if you take  the $100 mil­

lion and fit i t into a program where you wind up with only 30 cents 
left.

continuation of cost increases

Have you any idea whether this increase will continue at the pres­
ent rate,  or do you antic ipate there will be a leveling off ?
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Mr. P almatier. My firm belief, sir, is th at so long as the  a irl ift  is 
operative and we continue to bring refugees to the Un ited States, there  
will be those of the new arrivals who, fo r reasons of health or age, are 
not going to  become self-supporting, and our costs will go up, as you 
have predicted.

Mr. P assman. I predicted ?
Mr. P almatier. Yes, sir.
Mr. P assman. I  must have been in an awful good mood then.

CONTINUATION OF AIRLIFT

Have there been any discussions in the executive b ranch to deter ­
mine if the United  States is going to continue indefinitely to accept 
refugees from Cuba ?

Mr. P almatier. Sir, the air lift , as you know, is provided  for by the 
memordandum of understanding  between the United States  and Cuba 
of November 6, 1965. The memorandum of understanding is open- 
ended.

With regard to the futu re of the airl ift, the Department of State 
has advised us as follows:

The United States is committed, under the memorandum of understanding, to 
transport to the United States those Cubans who wish to enter this country, who are eligible under the provisions of the memorandum, and who are  cleared by the U.S. Immigration and Naturalization Service for entry into this country. For reasons arising out of our over-all policy toward Cuba, our reputat ion for living 
up to our moral and international commitments, our humanitar ian image, and our long t radition of providing asylum to refugees, continuation of the refugee 
air lif t is assumed. While it is not possible to predic t how long the airl ift will con­tinue or what actions might be taken in the futu re by the Government of Cuba which would affect the airli ft, its continuation through fiscal year 1972 is antic i­pated and is reflected in the President’s budget.

NO LIMITATION ON NUMBER OF REFUGEES AND NO CUTOFF DATE IN  
UNITED STATES-CUBAN MEMORANDUM OF UNDERSTANDING

Mr. P assman. When you say open end, define open end as you u n­
derstand it.

Mr. P almatier. As I understand the memorandum of understand­
ing----- -

Mr. P assman. You said open-ended agreement.
Air. P almatier. Air. Chairman, by open ended, we mean that  in the 

memorandum of understanding there was no numerical limita tion put 
on the total number of refugees who might come in, nor was there a 
termination  date.

Air. P assman. Then it could only be term inated  by agreement be­
tween the  United States and Cuba through  our representatives which 
are the  Swiss?

Air. P almatier. Tha t is one way. The other way it could end is, if  
Cuba just stops lett ing people come out.

CUBAN REFUGEES MAKE POSITIVE CONTRIBUTION

Mr. P assman. I am not quarreling  with these people coming in. It  
is my understanding th at they make good citizens. Some of the hard­
est work ing people we have in the State  of Louisiana are the  Cubans
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living  around New Orleans. They contribute grea tly to the economy of 
Louisiana. So, I have no quarrel.

On the whole, I think they have been an asset to America. Certainly , 
I endorse it, as indicated by the very fact tha t we have always gone 
over the deep end to see tha t you people were sufficiently funded.

COST OF PROGRAM, 1 9 6 1 -1 9 7 1

This is not like other brands of foreign aid although it is in the 
foreign aid program. For  what reason, I do not know. It  jus t happens 
tha t we are hand ling it. If  you drive a hard barga in and it costs a 
certain amount of money per head to  bring these people in, you could 
not cut a man, woman, or child  in  two and bring h alf of him in. You 
have to brin g them in if they appear there with the proper credentials,  
do you not ?

Mr. P almatier. Tha t is correct, sir.
Mr. Passman. It  is fixed. If  the number should be drastically re­

duced, then, of course, the appro priat ion likewise would have to be 
reduced.

Mr. Palmatier. It would go down; yes, sir.
Mr. Passman. I wish you would place in the record, on a per 

capita  basis, the amount it has cost to operate this program for the 
past 5 years.

Mr. P almatier. Yes, sir.
Mr. Passman. Please also consider the inflationary element when 

you provide the  information.
(The information follows:)

PER CAPITA COST

Average cost per registered
Cumulative refugee
number of —

Obligations refugees Current Constant
Fiscal year (m illion s) registered dol lars  do lla rs 1 2 3

1961 ..................................... .....................................................
1962 ...........................................................................................
1963_..........................................................................................
1964..................... .................................. .................................
1965...................................................... ...................................
1966...........................................................................................
1967...........................................................................................
1968.. .......................................................................................
1969 ...........................................................................................
1970 ............................. ............................... - ............................
19713........... .............................................................................

$4.1 29,628 2 $332 $371
38 .5 122, 212 315 348
56.0 165, 523 338 369
46 .0 172,572 267 287
32.5 177,599 183 194
35.8 207,147 173 178
45.6 250, 519 182 182
55.2 290, 353 190 182
70.6 332,692 212 193
87.4 379,229 230 198

112.1 427,229 262 218

1 1967=100.
2 Program in operation 5 months; figure adjus ted to annual basis.
3 Estimated.

REFUGE ES GOING TO OT HE R COUNTRIES

Mr. P assman. Mr. Director, has any thought  been given to terminat­
ing the air lift  and having the refugees go to a thi rd country before 
coming to the United S tates? This would save the Un ited States  from 
opera ting reception centers, would it not ?

Mr. P almatier. Yes, sir; to my understanding, as I  jus t mentioned, 
there is no thought, at least on the pa rt of our  Government, of ending 
the airl ift. It  is my unders tanding, from many conversations that I
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have had with our counterparts in the Depar tment  of State, t ha t very 
real efforts have been made to interest some o f our Latin American 
friends in ta king  refugees from Cuba. These efforts have met with very 
limited success.

SHIPS  VERSUS AIRPLANES FOR TRANSPORT FROM CUBA

Mr. P assman. Would it not be cheaper to bring these people out oi 
Cuba on boats rathe r than on airplanes ?

Mr. P almatier. T was not here at the time, but I recall when the 
concept of the family reunion scheme was first developed, a lot of con­
sideration was given to the use of ships because it was felt that  in add i­
tion to transpor ting, perhaps  more cheaply, some of the processing 
could have taken place on the ships.

It  is my understanding tha t for other reasons it was re jected and 
an a irli ft was adopted.

Mr. P assman. I wonder what the other reasons would be, because 
could you not move them by sea at a very small percentage of the  total 
air lift  cost?

Mr. Palmatier. I do not know what it would be in terms of cost 
What is the per-passenger cost ?

Air. Baker. Almost $20 per passenger, $1,530 per planeload.
Air. P assman. How many on each flight?
Mr. Baker. About 85 on each flight.
Air. Passman. I f you had a ship, it could bring in maybe 500 at a 

time. That  is a 5- to 6-day quota, is it not ?
Air. Palmatier. At the present time 3,500 a month are coming in
Air. Passman. Let us say every 2 weeks. That  is 1,750. Are we not 

talking about $30,000 versus $5,000 for a char tered ship ?
Air. Baker. I  think the  processing would bunch up.
Mr. P assman. Could you not process them on the boat?
Mr. Palmatier. Y ou could do some of the processing on the boat. 

I personally do not know what the o ther considerations were.
Air. P assman. Gentlemen, why don’t you have a look at it. If  you are 

bringing in 3,500 a month or 1,750 every 2 weeks, you could char ter a 
boat with tha t capacity. In  all probability you would move them in 
for a very small percentage of what it is costing to move them in now 
by plane. Have a look at it.

Air. Palmatier. AVe will have it examined, yes, sir.
(The info rmation follows:)

POSSIBL E US E OF SH IP S

The use of ai r tra nsp ort ation  is provided for by para gra ph 15 of the Memoran­
dum of Understan ding of November 6, 1965, between the Governments of the 
United States and Cuba. Pa rag rap h 15 st at es : “The Government of the  United 
Sta tes agree s to provide ai r transp ort ation  with such frequency and capacity  as 
to perm it the  movement  of between 3,000 and 4,000 persons  per month.” While  i t 
has  not been possible to develop specific da ta, with in the time available,  relating 
the total costs of ships versus ai r transp ortation , it is believed that  the  present 
regularized flow of a ir  arriv als , at  a transp ort ation  cost  of approxim ately $20 per 
passenger, enables savings to be made in the util iza tion  of Fed era l processing 
personnel , in the  making of arrang ements for resettlemen t, and in other aspects  
of refugee reception, reg istr atio n, room and board , and processing which offset 
savings that  might  be effected in tra nspo rt costs alone of ship versus  ai r tra ns ­
porta tion.  The program will fu rth er  explore the relative costs involved.
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Mr. Passman. Mr. Roybal ?
Mr. Roybal. Thank you, Mr. Chairman.

PERCENT OF REFUGEES SELF-SUPPORTING AND THE IR INCOME

I am interested in your statement pa rticu larly  when you make refer ­
ence to the fact that 8 out of 10 registered refugees are  self-supporting.

Mr. P almatier. Yes, sir.
Mr. Roybal. W hat is the  median family  income of the Cuban re­

fugees at the present time ?
Mr. P almatier. In Miami, where we have 300,000, as you know, half  

of the Cubans in the  United States, a recent study made by a private 
firm for  commercial interests, the F irs t Research Corp., indicated that 
the median income in 1970 was $7,200 per family.

A nationwide survey conducted by the Census Bureau in November 
1969 and released in February 1971 provided the first national eco­
nomic data  on Cubans th roughout the United  States. This study ind i­
cated tha t the Cubans, nationwide, in November 1969 had a median 
family income of $5,957 per year.

Mr. Roybal. H ow does the $7,200 in Miami compare to the median 
income of Americans throughout the Nation ?

Mr. Palmatier. I  cannot answer t hat , sir. I would have to develop 
tha t for  the record.

(The inform ation follows:)
Median F amily  I ncome

According to the latest data available from the Census Bureau, median family 
income for all U.S. families was $9,433 in 1969.

Mr. Roybal. O f the refugees th at are now regis tered, how many are 
of school age ?

Mr. Palmatier. About 100,000. Probably one-fourth of the total 
number who have registered with us.

I could also give you the breakdown of the ages of  all those who 
have come in on the air lift , cumulatively, if that  would be helpfu l.

Mr. R oybal. Supply tha t for the record. Also supply for the record 
the amount of money you requested for education.

Mr. Palmatier. Yes, sir.
Mr. Roybal. And maybe a breakdown of the per capita cost.
Mr. P almatier. Yes, sir.
(The information follows:)

AIR LIFT  ARRIVALS, BY AGE: DEC. 1, 1965 (S TA RT OF AIR LIF T),  THROUGH DECEMBER 1970

Age group

5 years and  un 
6-1 8 y e a rs .. .  
19 -29 ye ar s. .. 
30- 39  y ea rs .. . 
40- 49  y ea rs .. . 
50 -60 y ears .. . 
61- 65  y ears .. .
Over 65 ............

T o ta l. .

Nu mber of
persons Percen t

23 ,298 10 .7
50 ,936 23.5
18,90 2 8 .7
42, 398 19. 5
34 ,207 15 .7
22 ,785 10. 5

8,85 6 4 .1
15 ,816 7 .3

21 7,19 8 10 0.0
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1972 F unds Request  for E ducational Activities

The total requ est is $21,838,000; of this,  $7,600,000 relate s to loans  and con­tra ctua l arrang ements for  adult  tra ining  in Engli sh, in professional fields (re ­tra ini ng  for doctors, dent ists, and teache rs) , and in vocational skills. The balance of the request for  education, $14,178,000, is for  the  Dade  County public school system in recognition of the  long, contin uing impact of placing thou sand s of add itional  children in th at  system annually upon their daily arr iva l from Cuba. Fun ds requested for  1972 cover assistance to the school system on behalf  of about 60 percen t of the  Cuban refugee child ren enrolled in the  sy ste m: only those who have  been in a U.S. school system less tha n 5 years. The tot al amount of almos t $14.2 million requested  for thi s purpose in 1972 would amount  to abou t $642 pe r child based on an estimated average  daily  membership in the  Dade County school system of 22,100 re fugee  children who have  been in U.S. schools less tha n 5 years . About 28 percent of the  fund s requested  are for  school faci litie s and  special staffing requ irem ents  and teach ing ma ter ials for  the  ref ug ees; the  balance represe nts one-half  of the  per-pupi l operating cost of $915 estim ated  for  the  ent ire  system in 1972.
Mr. R oybal. T would like a comparison of the situation  with regard 

to income and the cost per person for education, with statistics  in other 
communities throughout  the United  States. For example, stat istics in Spanish-speaking communities in the southwest, and in o ther Spanish­
speaking communities in the United States would make it possible for 
us to make several determinations.

CON TRIB U TIO NS OF  R EF UG EE S TO U .S .

One would be the fact that the Cubans are making a real contribu­
tion to the Un ited S tates, both in the economic field and also in the edu­
cation field. I t is, also, a fact that  many of these Cubans come to the 
United States already with an excellent education, and because of that 
excellent education they are making a real contribution to the country.

When we get any criticism of the amount of money th at is being 
spent for Cuban refugees, one can always say that the contribution 
tha t these people are making to the United States  far  exceeds our monetary contribution.

Mr. P assman. Along th at line, I  would like to quote from page 101, 
part I,  of the hearings last ye ar :

NEWSPAPER REPORT ON CUBAN REFUGEES IN  NEW  ORLEANS

Mr. Passman. Mr. Shriver, could you ju st  tak e a moment before  we go to the  floor? I hold in my hand a pho tostatic  copy of a press release from the Shreveport , La., Jou rna l, Febru ary  3, 1970, ent itle d “Cuban Exile s Make a New Li fe.” These are  only a couple of ex ce rp ts:
The general chara cte r of the  exiles is well dem ons trated by the  Cuban colony in New Orleans . Of the  estimated 10,000 to 15,000 refugees  in the Crescent City, fewe r than 400 adults and approximately 160 children  are  welfare recipien ts accord ing to New Orleans States-I tem wr ite r Gene Bourg. The Cuban labo r force, consis ting of 5,000 persons, is repo rted  to ear n an average salary  of $600 per  worker per month. The dire ctor  of the  Catho lic Cuban Cente r told the  reporter th at  the  demand  for Cuban work ers often  is greater  tha n the  avai lab le supply.
These people are hard  workers. They can appreciate this new life.Mr. Roybal. Yes.
Mr. Passman. The incident tha t I described was in New Orleans. 

The instance tha t you described was in Uos Angeles.
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Is t ha t p retty generally true throughout the  sections of our country  
where you have Cuban colonies ?

Mr. P almatier. I t is, Mr. Passman. Wherever we have had Cubans 
settle, they have been well received and the comments from the local 
people of these communities have been very simila r to your own and 
to the experience th at you have had  in Louisiana.

Mr. P assman. I  am basically interested in the fact tha t they want to 
work and they do work, and do not go on welfare.

Mr. Palmatier. That is true.
Mr. Roybal. That is all, Mr. Chairman.
Mr. Passman. Mrs. Reid ?
Mrs. Reid. Thank you, Mr. Chairman.

CUBANS HE LP  OTHER CUBANS

Do the more recent refugees and those who lack employment skills 
and Engl ish language  ability, receive any help from those who came 
in earlier and  are now settled ?

Mr. P almatier. They receive quite a bit. One of the th ings  we have 
been concentra ting on in the past year and a half is to attempt to get 
Cubans throughout the United States  to organize themselves in civic 
groups and social groups as some of the ethnic groups tha t have 
come to the  United States  previously , like the Italians,  Czechs, and so 
on, have done.

We have been very grati fied a t the support the  Cubans have given to 
this concept and the organizations that have been established and 
what the Cubans are doing to help fellow Cubans.

CUBAN PROFESSIONALS

Mrs. Reid. D o you still  find a la rge number of professional persons 
among the refugees, such as dentists, physicians, and so forth?

Mr. Palmatier. Yes. Those who have had previous experience, 
professional, semiprofessional and managerial, have continued to run 
about 6.1 percent of all a irl ift  arrivals.

Mrs. Reid. Has there been any effort to resettle these professionals 
in the areas of greatest need, partic ular ly the doctors?

Mr. P almatier. Par ticu larly the doctors. As you know from your 
years on the committee, we have had for a number of years an ar ­
rangement  with the Unive rsity of Miami’s Internatio nal School of 
Medicine. When any physician does arrive, we put  him throu gh a 
special course to prepare him to pass the examination for  foreign- 
trained physicians, and the school itself, in placement, attempts to 
induce the  Cuban physician to go where he is most needed.

In every instance it does not work, but we have had many re­
corded instances where they have gone to rural  communities, to small 
towns, where thei r skills are perhaps more needed than  they would 
be in a large city.

repayment of college loans by refugees

Mrs. Reid. Have you had any difficulty with the repayment phase 
of the loans to college students , and do the repayments go into a 
revolving  fund ?
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Mr. P almatier. They do not  go into a revolving fund. I think  we have made about 12,800 loans, and we have 147 delinquent. Tha t is all. These are delinquent, not because the people refused to pay, but because something has happened which makes it difficult for them to pay.
Mrs. Reid. You think  these will be paid eventually ?Mr. Palmatier. I thin k they will, yes. I think when you consider tha t out of 13,000 only 147 are delinquent, I have reason to believe the 147 will be paid.

REQUIREMENT TO TAKE ENG LISH AND  VOCATIONAL TRA INING

Mrs. Reid. Have you any enforceable rule t ha t requires individuals who want to remain in the Miami area to take vocational and Engl ish- language train ing ?
Mr. P almatier. In Miami, which is the por t of entry,  we find out  during their initia l interview whether they are going to remain in Miami or be resettled to join a family member elsewhere. About 71 percent of those coming in on the air lift  have relatives elsewhere and do not remain in Miami.
Fo r a number of years we have had vocational and language tra in­ing for  the Cubans provided through the Dade County Board of Instruction.  We encourage anyone who can make more money by upgradin g his skill or by learning Engli sh, to attend these classes.Part icipation is good, but  we do not force people to  attend. I f  we have a person who is on welfare and, on the basis of a physical exami­nation  and a study of his past skills, educational level, and so fo rth, we feel we can eliminate his need for  welfare i f we put him in t rain ing  and he refuses the tr aining, then we close the case. We do force them in tha t sense.

REFUGEE HEA LTH  CLINIC IN  MI AM I

Mrs. Reid. D o you st ill have the refugee health clinic in the Miami area?
Mr. Palmatier. Yes, we have.
Mrs. Reid. They get thei r health services at this  clinic?Mr. Palmatier. Yes. The health clinic is actual ly operated in our behalf by the Dade County Board of Public  Health . It  is staffed completely by Cuban physicians under the direction of American- licensed physicians. The clinic is used principally to provide outpatien t services to the Cubans who are on welfare, and thus avoid their over­burdening other county facilities  for non-Cuban welfare recipients. It  is st ill there.
Mrs. R eid. Thank you very much.
Thank  you, Mr. Chairman.
Mr. Passman. Thank you, Mrs. Reid.Mr. Hathaway ?

MEMORANDUM OF UNDERSTANDING DOES NOT LIMIT AIRLIFT (DURATION

Mr. H athaway. I s there a ceiling on the  number who can come in under your program?
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N o v em b er 6, 196 5

O ff ic e  of  th e  W hi te  H ou se  P r e s s  S e c re ta ry  
(A u st in , T ex as)

THE W H IT E HO US E

Th e P re s id e n t  ann o u n ced  to day  th a t a t 9: 00  am  CST th e  S w is s E m b a ss y  
in  H avana , r e p re s e n t in g  U n it ed  S ta te s  in te r e s t s  in  C uba , an d th e  C ub an  F o re ig n  
M in is tr y  had  exchanged  d ip lo m a ti c  n o te s  e s ta b li s h in g  p r o c e d u re s  an d m ean s 
fo r  th e m o v em en t of  Cub an  re fu g e e s  to  th e U nit ed  S ta te s . T he a r ra n g e m e n ts  
fo r  th e  m o v em en t w e re  s e t ou t in  a m e m o ra n d u m  of  u n d e rs ta n d in g  in c o rp o ra te d  
in  th e  n o te s .

The  fu ll  te x t of  th e no te  f ro m  th e S w is s E m b a ss y  to  th e  C ub an  F o re ig n  
M in is t ry  fe ll o w s:

''T h e  E m b a s s y  of  S w it z e r la n d  p r e s e n ts  it s  c o m p li m e n ts  to  th e  M in is tr y  
of F o re ig n  R e la ti o n s  and , in  i t s  c a p a c it y  a s r e p re s e n ta t iv e  of  th e  in te r e s ts  of  
th e  U n it ed  S ta te s  of  A m e r ic a  in  C uba,  h a s  th e  ho n o r to  r e f e r  to  r e c e n t co n ­
v e r s a t io n s  w hic h  have  ta k en  p la c e  b e tw een  th e E m b a ss y  an d  r e p re s e n ta t iv e s  of 
th e  G o v e rn m en t of  C ub a w it h  r e s p e c t  to  th e m o v e m e n t to  th e  U ni te d S ta te s  of  
C ubans wh o w is h  to  li v e  in  th e  U nit ed  S ta te s .

"T he E m b a ss y  a ls o  Las  th e  h o n o r to  s e t  fo rt h  bel ow  th e  te x t,  in  E n g li sh  
an d S p an is h  la n g u ag e  v e r s io n s  w h ic h  sh a ll  b e  eq u a ll y  a u th e n ti c , of  th e m e m o ­
ra n d u m  of  u n d e rs ta n d in g  a g re e d  up on in  th o se  c o n v e rs a ti o n s :

"M EM ORA NDUM  O F  UNDER ST ANDIN G BETW EE N  THE
EM BA SSY O F  S W IT Z E R L A N D  IN HA VA NA , R E PR E SE N T IN G
TH E IN T E R E ST S O F  T H E  UN IT ED  ST A T E S O F A M ERIC A  IN
TH E R E P U B L IC  O F  CU BA  AN D TH E FO REIG N  M IN IS TR Y O F
THE G O V ER N M EN T O F  CU BA  CO N CER NIN G TH E M OVEM EN T

TO  T H E  U N IT ED  S T A T E S  O F CU BA NS  WISHING  TO  LIV E  IN TH E
U3V2TED STA T E S

" I -  T he G o v e rn m e n t of  C ub a a g r e e s  to  p e rm it  th e  d e p a r tu re  f ro m  
Cuba of,  an d th e G o v e rn m e n t of  th e  U n it ed  S ta te s  a g re e s  to  p e rm it  th e e n tr y  
in to  th e U nit ed  S ta te s  of,  C u b an s wh o w is h  to  le av e  Cub a fo r  th e U ni te d S ta te s , 
in  a c c o rd a n c e  w it h  th e p ro v is io n s  of  th is  m e m o ra n d u m  of u n d e rs ta n d in g .

"2 . In r e c o g n it io n  of th e p r im e  im p o rta n c e  of  th e  h u m a n it a r ia n  ta s k  o f 
r e u n it in g  d iv id ed  f a m ili e s , th e  tw o G o v e rn m e n ts  a g re e  th a t p e r s o n s  li v in g  in  
C uba who  a r e  im m e d ia te  r e la t iv e s  of  p e r s o n s  no w li v in g  in  th e  U nit ed  S ta te s  
w il l be g iv en , as a g ro u p , f i r s t  p r io r i t y  in  p ro c e s s in g  an d m o v em en t.  T he  two  
G o v e rn m e n ts  a g re e  th a t th e  t e r m  'i m m e d ia te  re la ti v e s*  is  d e fi n ed  to  m ean  
p a r e n ts  of  u n m a r r ie d  c h i ld r e n  u n d e r  th e ag e o f 21 , sp o u s e s , u n m a r r ie d  c h il d re n  
u n d e r  th e  age  of  21 an d b r o th e r s  an d  s i s t e r s  u n d e r th e  ag e of  21 .

"3 . T he tw o G o v e rn m e n ts  a g r e e  th a t th ey  w il l in c lu d e  a s  m e m b e rs  of  th is  
f i r s t  p r io r i ty  g ro u p  o th e r  c lo s e  r e la t iv e s  li v in g  in  C ub a of  p e r s o n s  no w in th e 
U n it ed  S ta te s  w ho  r e s id e  in th e  s a m e  h o u se h o ld  a s  th e  im m e d ia te  r e la t iv e s  w he n 
su ch  in c lu s io n  is  r e q u i r e d  by  h u m a n i ta r ia n  c o n s id e ra t io n s . In  o r d e r  to  p ro te c t 
th e  in te g r it y  o f th e  a g re e d  p r in c ip le  o f f i r s t  p r io r i ty  L r im m e d ia te  r e la t iv e s , th e 
tw o G o v e rn m e n ts  a g re e  th a t it  w il l be  n e c e s s a r y  to  v e r if y  th e r e la ti o n s h ip  an d 
th e  a c tu a l e x is te n c e  of  th e  h u m a n it a r ia n  c o n s id e ra ti o n s  r e f e r r e d  to . The  tw o 
G o v e rn m e n ts  a g re e  th a t th is  ta s k  o f v e r i f ic a t io n  w il l be  c a r r i e d  out  by  th e 
E m b a ss y  of S w it z e r la n d  in  H avana an d th a t  th e  ju d g m e n t o f th a t E m b a ssy  w il l 
b e  a c c e p te d  by  th e  tw o G o v e rn m e n ts  a s  f in a l.
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"4 . The  G o v ern m en t of  Cub a a g r e e s  to  p r e s e n t  to  th e E m b a s s y  of  
S w it z e r la n d  in  H av an a a s  so on a s  p o s s ib le  a l i s t  ( h e re in a f te r  c a ll e d  "C uban  
M a s te r  L is t A " , of im m e d ia te  r e la t iv e s  li v in g  in  Cub a of  p e r s o n s  no w li v in g  
in  th e U nit ed  S ta te s , an d of  o th e r  p e r s o n s  li v in g  in  C uba d e s c r ib e d  in  p a ra g ra p h  
3 ab ove, wh o w is h  to  li v e  in  th e U ni te d S ta te s . The  E m b a ssy  of  S w it z e r la n d  
in H av an a w il l t r a n s m i t  C ub an  M a s te r  L is t  A to  th e G o v ern m en t of  th e U nit ed  
S ta te s . The  G o v e rn m e n t of  th e U ni te d S ta te s  fo r i t s  p a r t , w il l hav e p r e p a r e d  
a l i s t  (h e re in a f te r  c a ll e d  "U S M a s te r  L is t A ")  b a se d  on in fo rm a ti o n  su p p li e d  by  
p e r s o n s  no w li v in g  in  th e  U nit ed  S ta te s  who  have  im m e d ia te  r e la t iv e s  li v in g  in  
C uba an d wh o a r e  p r e p a r e d  to  r e c e iv e  an d a r c  in te r e s te d  in  re c e iv in g  su ch  
r e la t iv e s .  It  is  u n d e rs to o d  th a t th e l i s t s  p ro v id e d  fo r  in  th is  p a r a g ra p h  m ay  be  
p r e p a re d  in  in s ta l lm e n ts  en d sh a ll  be  su p p le m e n te d  f ro m  ti m e  to  ti m e .

"5 . T h o se  n a m e s  w hic h  a p p e a r  on  b o th  C ub an  M a s te r  L is t  A an d US 
M a s te r  L is t  A w il l be  in c o rp o ra te d  by  th e  G o v e rn m e n t of  th e  U ni te d S ta te s  in a 
si n g le  l i s t  (h e re in a f te r  c a ll e d  "J o in t C o n so li d a te d  L is t  A ") , w hic h  w il l be  
t r a n s m i t te d  by  th e E m b a s s y  o f  S w it ze rl an d  in  H avana to th e  G o v e rn m e n t of  
C uba.  W ith r e s p e c t  to  Ji? '?. ! C o n so li d a te d  L is t  A,  th e r e  w il l be  a p re s u m p ti o n  
th a t th e  p e r s o n s  on  th e l i s i  w il l be  p e rm itt e d  by  th e  G o v ern m en t of  Cub a to  
d e p a r t C uba  an d w il l be p e r m i tt e d  by  th e  G o v e rn m e n t of th e  U nit ed  S ta te s  to  
e n te r  th e  U nit ed  S ta te s , bu t fi n a l p e r m is s io n  w il l be  g ra n te d  in th e  fo rm  of  
a p p ro v a l by  both  G o v e rn m e n ts  o f e m b a rk a ti o n  l i s t s  fo r  each  fl ig h t f ro m  Cub a 
to  th e  U nit ed  S ta te s .

"6 . The  c a s e s  of  p e r s o n s  w hose  n a m e s  a p p e a r  on  Cub an  M a s te r  L is t  A 
o r  on  US M a s te r  L is t A bu t- no t on  bo th  (a nd th e r e fo r e  no t on  Jo in t C o n so li d a te d  
L is t A)  w il l be th e  o b je c t off f u r th e r  e x a m in a ti o n  by  th e  tw o G o v e rn m e n ts , 
u ti li z in g  th e  s e rv ic e s  o f the.: E m b a ss y  of  S w it z e r la n d  in  H av an a a s  r e q u i re d , 
w ith  a vie w  to  th e  in c lu s io n  of  su ch  p e r s o n s  in  adden d a  to  J o in t C o n so li d a te d  
L is t A, o r ,  in  an y c a s e , in  th e  se c o n d  p r io r i ty  g ro u p  d e s c r ib e d  bel ow  in  
p a r a g ra p h  8.

"7 . T he tw o G o v er- ir cen ts  a g re e  th a t f ro m  J o in t  C o n so li d a te d  L is t  A, 
an d i ts  ad d enda, e m b a rk a t io n  L is ts  fo r  e a c h  fl ig h t f ro m  C uba  to  th e  U nit ed  
S ta te s  w il l be  d ra w n . T he two G o v e rn m e n ts  a g re e  th a t th ey  w il l m ake e v e ry  
e f fo r t to  e n s u re  th a t th e  fo ll o w in g  c a te g o r ie s  o f p e r s o n s  a p p e a r in g  on  Jo in t 
C o n so li d a te d  L is t  A a r e  t r a n s p o r te d  in  th e  o r d e r  of  p r io r i ty  in d ic a te d : F i r s t ,  
p a r e n ts  an d  u n m a r r ie d  b r o th e r s  an d s i s t e r s  u n d e r  th e  age  of 21 li v in g  in  Cub a 
of  c h il d re n  li v in g  in  th e  U n it ed  S ta te s  u n d e r th e  age  of  21 ; S eco nd , u n m a r r ie d  
c h il d re n  u n d e r  th e ag e of  21 li v in g  in  C uba of p a r e n ts  li v in g  in  th e  U nit ed  S ta te s ; 
an d th i rd , sp o u s e s  li v in g  in  C ub a of p e r s o n s  li v in g  in  th e  U nit ed  S ta te s .
F a m il ie s  an d  o th e r  m e m b e r s  of  th e  h o u se h o ld s  w il l be  p e rm itt e d  to  t r a v e l  
to g e th e r  in  a c c o rd a n c e  w it h  th e p r in c ip le s  o f p a r a g ra p h  3 ab ove.  r

"8 . W he n bo th  G o v e rn m e n ts  a g re e  th a t th e  p e r s o n s  a p p e a r in g  on  J o in t 
C o n so li d a te d  L is t  A an d i ts  ad d en d a  no  lo n g e r  r e q u i r e  fu ll  u ti li z a ti o n  Qf th e  
t r a n s p o r ta t io n  p ro v id e d , th e  m o v e m e n t o f o th e r  p e r s o n s  li v in g  in  C uba,w ho 
w is h  to  li v e  in  th e U n it ed  S ta te s  w il l b eg in . F i r s t  c o n s id e ra ti o n  w il l be  g iv en  
to  r e la t iv e s  li v in g  in  C ub a of p e r s o n s  li v in g  in  th e  U nit ed  S ta te s  who  do  no t fa ll  
w it h in  th e  d e fi n it io n  of  im m e d ia te  r e la t iv e s .

"9 . T h e  G o v e rn m e n t o f Cub a a g r e e s  to  p r e s e n t ,  in d u e  c o u r s e , to  th e  
E m b a ss y  of S w it z e r la n d  in  H av an a , fo r  t r a n s m is s io n  to  th e  G o v e rn m e n t of  th e 
U nit ed  S ta te s  a l i s t  ( h e re in a f te r  c a ll e d  'C uban  M a s te r  L is t  B'  ) of  a ll .s u c h  
p e r s o n s  wh o w il l be p e rm itt e d  to  d e p a r t  f ro m  C uba.  The  G o v e rn m e n t' o f  Cub a 
a g r e e s  to  c o n s id e r , :.i p r e p a r in g  C ub an  M a s te r  L is t.  B, n a m e s  of  p e r s o n s  li v in g  
in  Cub a su b m it te d  by  th e  G o v e rn m e n t of  th e  U n it ed  S ta te s  on  th e b a s is  of  in fo r ­
m a ti o n  su p p li ed  by  f r ie n d s  and  r e la t iv e s  li v in g  in  th e U ni te d.  S ta te s .
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"1 0. Th e tw o G o v ern m en ts  a g re e  th a t Cub an  ’. 'a s t e r  L is t B w il l fo rm  th e  b a s is  o f th e  p r e p a ra t io n  of  e m b a rk a ti o n  l i s t s  fo r e ach  fl ig h t f ro m  Cuba , to  
th e  U nited  S ta te s , in  a c c o rd a n c e  w ith p ro c e d u re s  d e s c r ib e d  be lo w .

"1 1. The  G o v ern m en t of  Cub a a g r e e s  th a t,  w it h  r e s p e c t  to  p e r s o n s  
on  e it h e r  Jo in t C o n so li d a te d  I . i s t  A or C uban  M a s te r  L is t  B, it  w il l p r e p a r e , 
in  c o n su lt a ti o n  w ith  th e E m b a ss y  of  S w it z e r la n d  in  H av an a , p ro s p e c ti v e  
e m b a rk a ti o n  l i s t s  fo r in d iv id u a l f li g h ts  f ro m  Cub a to  th e U nit ed  S ta te s . Su ch  
l i s t s  w il l be  p ro v id e d  th e G o v ern m en t of  th e  U nit ed  S ta te s  a t le a s t  se v en  <k,ys  
p r io r  to  th e  d a te  of  th e  fl ig h t.

"1 2. The  G o v e rn m e n t of  th e  U nit ed  S ta te s  a g r e e s  in  tu rn  to  in fo rm  th e  G o v ern m en t of C uba w it h o u t d e la y , th ro u g h  th e  E m b a s s y  of  S w it z e r la n d  in 
H av an a, of  p e r s o n s  on  th e e m b a rk a ti o n  l i s t s  a p p ro v e d  fo r e n try  in to  th e U ni te d 
S ta te s , w ith  th e u n d e rs ta n d in g  th a t  fi na l f o rm a l i t ie s  w il l be co m p le te d  at  the 
po in t of e m b a rk a ti o n  by  o f f ic e r s  of  th e US Im m ig ra ti o n  an d N a tu ra li z a ti o n  
S e rv ic e  an d P u b li c  H ea lt h  S e rv ic e .

"1 3. The  G o v e rn m e n t o f  C ub a a g r e e s  to  a s s e m b le  su c h  p e r s o n s  a t th e  a i r p o r t  at  V a ra d e ro .

"1 4. The  tw o G o v e rn m e n ts  a g re e  th a t su ch  p e r s o n s  w il l be  su b je c t to  a f in a l d e p a r tu re  in sp e c ti o n  by  o f f ic ia ls  of  th e  D e p a r tm e n t o f Im m ig ra ti o n  an d ti e  
M in is tr y  of P u b li c  H ea lt h  o f  C ub a an d to  an  e n tra n c e  in sp e c ti o n  by  o ffi c ia ls  of  
th e  Im m ig ra ti o n  an d N a tu ra li z a ti o n  S e rv ic e  an d th e  P u b li c  H ea lt h  S e rv ic e  of  th e 
U nit ed  S ta te s ,,  a t th e  a i r p o r t  in  V a ra d e ro . P e r s o n s  fo un d to  be  in e li g ib le  fo r 
d e p a r tu re  f ro m  C ub a by  C ub an  o f f ic ia ls  in a c c o rd a n c e  w ith th e  la w s an d 
re g u la ti o n s  in  fo rc e  in  C uba ®r th o se  fo un d by A m e r ic a n  o f f ic ia ls  to  be  in e li g ib le  
fo r  e n tr a n c e  in  to  th e  U n it ed  S ta te s  u n d e r la w s an d r e g u la ti o n s  in  fo rc e  in  th e 
U nit ed  S ta te s  w il l no t be p e r m i tt e d  to  e m b a rk .

"1 5. Th e G o v e rn m e n t e f  th e  U nit ed  S la te s  a g re e s  to  p ro v id e  a i r  t r a n s ­
p o r ta ti o n  to  c a r r y  p e r s o n s  p e r m i tt e d  to  d e p a r t  Cub a an d  to  e n te r  th e  U ni te d 
S ta te s  f ro m  V a ra d e ro  to  a c o n v e n ie n t po in t in  th e U nit ed  S ta te s .

"1 6 . The  G o v e rn m e n t o f th e  U nit ed  S ta te s  a g r e e s  to  p ro v id e  a i r  t r a n s ­
p o r ta ti o n  w it h  su c h  f re q u e n c y  and  c a p a c it y  a s  to  p e r m i t  th e  m o v em en t of  bet w een  3, 00 0 and  4,  0 00  p e r s o n s  p e r  m o n th .

"1 7 . Th e tw o G o v e rn m e n ts  a g re e  th a t th e  f i r s t  m o v e m e n t u n d er th e  
t e r m s  of th is  m e m o ra n d u m  of  u n d e rs ta n d in g  w il l beg in  no t l a t e r  th an  D e c e m b e r  1, 19 65 .

r
"1 8. The  tw o G o v e rn m e n ts  a g re e  th a t  an y p ro b le m s  th a t m ay  a r i s e  in th e  im p le m e n ta ti o n  of  th is  m e m o ra n d u m  of  u n d e rs ta n d in g  w il l be  c o n s id e re d  

jo in tl y  by  th e  E m b a ss y  of  S w it z e r la n d  in  H avana , r e p re s e n t in g  th e  in te r e s t s  of  
th e  U nit ed  S ta te s  of  A m e r ic a  in  th e  R e p u b li c  of  C uba,  and  th e  G o v ern m en t of  C ub a.

M ORE



429

"I n th e  c o u rs e  of th e  c o n v e rs a ti o n s  w hic h  le d  to  th e m e m o ra n d u m  of  
u n d e rs ta n d in g  s e t  fo rt h  ab ove, th e G o v e rn m en t of Cub a s ta te d  i ts  p o s it io n  
co n c e rn in g  th e  d e p a r tu re  of te c h n ic ia n s  an d m en  f ro m  15 to  26 y e a r s  of  ag e 
in  Cub a who  a r c  ob li ged  to  p e r fo rm  c o m p u ls o ry  m i l i ta ry  s e rv ic e . T he  G o v e rn ­
m e n t of  Cub a a ls o  s ta te d  th a t it  w ou ld  s e t f o r th  it s  p o s it io n  on  th e se  m a t te r s  in  
a s e p a ra te  no te .

"T he G o v ern m en t of  th e U nit ed  S ta te s  s ta te d  th a t it  w ou ld  re p ly , 
th ro u g h  th e E m b a s s y  of  S w it z e r la n d , to  th e  no te  of  th e  G o v e rn m en t of  C ub a 
r e f e r r e d  to  in  th e p re c e d in g  p a ra g ra p h  an d w ou ld  s e t fo rt h  it s  ow n p o s it io n  on  
th e s e  m a t te r s  a s  it  ha d b een  e x p re s s e d  in  th e  c o u rs e  of  th e  d is c u s s io n s . 
F u r th e rm o r e ,  th e G o v e rn m e n t of  th e  U ni te d S ta te s  s ta te d  it w ou ld  t r a n s m i t  
to  th e  G o v e rn m en t of  C uba, th ro u g h  th e  E m b a ss y  of S w it z e r la n d , a s e p a ra te  
no te  c o n c e rn in g  th e p o s it io n  of  th e  G o v e rn m e n t of  th e  U nit ed  S ta te s  on  th e 
m a t te r  of  th e  in c lu s io n  in  th e  m o v e m e n t f ro m  C ub a of  p e r s o n s  im p ris o n e d  in  
C uba fo r o ffe n s e s  of  a p o li ti c a l n a tu re  a s  th a t p o s it io n  had  b e e n  e x p re s s e d  in  
th e c o u rs e  of  th e  d is c u s s io n s .

"T he G o v ern m en t of  C uba s ta te d  th a t it  w ou ld  re p ly  to  th e  no te  of  th e  
G o v e rn m en t of  th e  U ni te d S ta te s  c o n c e rn in g  th e  in c lu s io n  in  th e  m o v em en t to  
th a t c o u n tr y  of  p e r s o n s  im p r is o n e d  in  C ub a fo r  o ffe n s e s  a g a in s t th e  re v o lu ti o n  
an d w ou ld  se t' .f o r th  i ts  ow n p o s i t io n  o n th is  m a t te r  a s  it  ha d b een  e x p re s s e d  in  
th e  c o u rs e  of th e  d is c u s s io n s .

"T he E m b a ss y  h a s  th e  h o n o r to  p ro p o s e  th a t,  if  th e u n d e rs ta n d in g s  
d e s c r ib e d  in  th e  m e m o ra n d u m  c f  v o d e r s ta n d in g  s e t f o r th  ab ove a r e  a c c e p ta b le  
to  th e  M in is tr y  af F o re ig n  R e la ti o n s , th is  n o te  an d th e  M in is t ry 's  re p ly  
c o n c u r r in g  th e rn in  sh a ll  c o n s t it u te  an  a c c e p ta n c e  by  th e  G o v ern m en t of  th e  
U nit ed  .c *at es  an d th e  G o v e rn m e e t of  C ub a of  th e  t e r m s  of  th e  m e m o ra n d u m  of  
u n d e rs ta n d in g , w h ic h  s h a ll  ta k e  e f fe c t on  th e  d a te  of  th e  re p ly . "

(S p a n is h  la n g u ag e  v e r s io n  o m it te d ,
A c o n c u r r in g  no te  f ro m  th e  C uban  F o re ig n  M in is tr y  to  th e  S w is s 

E m b a ss y  c o m p le te d  th e  ex ch an g e  and  p u t th e  m e m o ra n d u m  of  u n d e rs ta n d in g  
in to  e ff e c t.

In  a d d it io n  to  th e s e  m a in  n o te s , th e r e  w e re  fo u r  o th e r  n o te s ex ch an g ed  
s e p a ra te ly  a t ab ou t 9: 30  a m  C ST. The  f i r s t  of  th e s e , f ro m  th e  C uban F o re ig n  
M in is tr y  to  th e  S w is s  E m b a s s y , r e a d s  a s  fo ll o w s (c o m p li m e n ta ry  in tr o d u c ti o n  
an d  c lo s e  o m it te d ):

"T h e  G o v e rn m e n t o f C uba, in  a c c o rd a n c e  w it h  th e  s ta te m e n t in  th e  no te  
co n ta in in g  th e  m e m o ra n d u m  of  u n d e rs ta n d in g , an d in  o r d e r  to  p re v e n t e r r o r s  
in  in te r p r e ta t io n  on  th e  p a r t  of , o r  in  r e la t io n  to , c e r t a in  p e r s o n s  w ho , by  
r e a s o n  of  th e  so c ia l fu n c ti o n  th ey  p e r f o r m  o r  b e c a u s e  of  le g a l o b li g a ti o n s  f ro m  
w hic h  th ey  can n o t be e x c u s e d , a r e  su b je c t to  c e r ta in  r e s t r i c t io n s  in  r e g a r d  to  
th e i r  d e p a r tu re  o r  w ho  do  not  h av e  th e  r ig h t  to  le a v e  th e  c o u n tr y , c o n s id e rs  it  
u se fu l to  c o n f ir m  in  w r it in g , and  a ls o  to  p u b li sh , w hat  w as  s ta te d  o r a l ly  in  
th e  c o n v e rs a ti o n s  w it h  th e  S w is s  E m b a s s y  w h ic h  p re c e d e d  th e sa id  (m em o ra n d u m  
of ) u n d e rs ta n d in g , in  r e f e r e n c e  to  p r i o r i t i e s ,  f o rm  an d m a n n e r  of  d e p a r tu re  of  
C ubans who  w is h  to  io in  th e i r  r e la t iv e s  o r  li v e  in  th e  U nit ed  S ta te s , n am e ly  
th at  in  th e c a s e  of te c h n ic ia n s  o r  sk il le d  p e r s o n n e l  w h o se  d e p a r tu re  f ro m  th e  
c o u n tr y  m ay  c a u s e  a s e r io u s  d is tu rb a n c e  in  a sp e c if ic  s o c ia l s e rv ic e  o r  in  
p ro d u c ti o n , b e c a u s e  a r e p la c e m e n t  fo r  su ch  p e r s o n  w ou ld  no t im m e d ia te ly  be  
a v a il a b le , th e G o v e rn m en t o f C uba w il l a u th o r iz e  th e d e p a r tu re  of su c h  p e r s o n  
w it h in  th e  p e r io d  d u ri n g  w h ic h  th e  t r ip s  w il l ta k e  p la c e , bu t w il l p o stp o n e  it 
u n ti l th e ti m e  w hen  su ch  p e r s o n  m ay  be  re p la c e d  in  th e  d u ti e s  w hic h  he  pe rfor m .* ;

/ M O RE
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"L ik e w is e , an d in  c o n fo rm it y  w it h  th e  s ta te m e n t in  th e  C ub an  note  
co n ta in in g  th e m e m o ra n d u m  of  u n d e rs ta n d in g , an d fo r  th e  sa m e  re a s o n s  se t 
fo i-t h in  th e p re c e d in g  p a ra g ra p h , th e  G o v e rn m en t of  Cub a c o n s id e r s  it  
d e s i r a b le  to  c o n f ir m  h e re b y , an d a t th e  sa m e  ti m e  to  p u b li sh , w hat  it  c le a r ly  
s ta te d  d u r in g  th e c o u rs e  of  th e  n e g o ti a ti o n s ; n am ely  th a t no  c it iz e n  who  und er 
th e  la w  is  in c lu d ed  in  th e  f i r s t  c a l l - u p  fo r  c o m p u ls o ry  m i l i ta ry  s e rv ic e ,  th a t is , 
b e tw e e n  17 an d 26  y e a r s  of  ag e , o r  who  w il l be  in c lu d ed  in  th e  c a l l - u p  in  th e 
n ex t tw o y e a r s ,  th a t is  to  sa y , wh o is  a t p r e s e n t  15 y e a r s  of  ag e , h as  th e  r ig h t 
to  le a v e  th e  a o u n tr y  and  th e r e fo r e  w il l not  be  a u th o r iz e d  to  le a v e . "

The  S w is s E m b a s s y  re p li e d  to  th is  note  a s  fo ll o w s .( c o m p li m e n ta ry  
in tr o d u c ti o n  an d  c lo s e  o m it te d ):

"D u ri n g  th e  r e c e n t  d is c u s s io n s  w h ic h  le d  to  th e  m e m o ra n d u m  of  u n d e r ­
s ta n d in g  of N o v em b er 6, 19 65 , th e  E m b a ss y  of  S w it z e r la n d  m ad e  c le a r  th a t it  
had  b e e n  th e  u n d e rs ta n d in g  an d h o p e  of  th e  G o v e rn m e n t of  th e  U nit ed  S ta te s  th a t 
th e  s ta te m e n t  by  th e P r im e  M in is te r  cf  Cub a on  S e p te m b e r  30 , 19 65 , w ou ld  
e n c o m p a s s  p e r s o n s  in  th e s e  c a te g o r ie s  who  w is h e d  to  le a v e  C uba  to  li v e  in  th e  
U nit ed  S ta te s . Thu s',  fo r  e x a m p le , af te re  w as no  su g g e s ti o n  in  th a t b ro ad  
s ta te m e n t  th a t an y te c h n ic ia n s  who  w is h e d  to  le a v e  C ub a f r r  th e  U ni te d 
S ta te s  w ould  be  p re v e n te d  f ro m  d efa u lt in g , ev en  t e m p o r a r i ly .

"T h e  G o v e rn m e n t of  th e Unit '.«d S ta te s  r e g r e t s  th a t a t th is  ti m e  th e 
G o v e rn m e n t of  Cub a h a s  not  p e r m i tt e d  m en  su b je c t to  m i l i ta ry  s e rv ic e  an d 
c e r t a in  te c h n ic ia n s  to  be in c lu d ed  u n d e r th e  t e r m s  of  th e  M e m o ra n d u m  of 
U: d e r s ta n d in g . The  G o v e rn m e n t U ni te d S ta te s  e x p r e s s e s  th e hop e th a t
th e  G o v e rn m e n t of  Cub a w il l b e  wil ffii a^ to  r e c o n s id e r  th is  p o s it io n  e x p re s s e d  
in  th e  c o u r s e  of  th e d is c u s s io n s  m en ti o n ed  ab ove an d re p e a te d  in  th e  no te  of  th e 
M in is t ry . T he G o v e rn m e n t of th e  U.iiCed S ta te s  w is h e s  to  s t r e s s  th e p a r t ic u la r  
im p o r ta n c e  w hic h  su ch  re c o n s id e ra ti o n !  w oul d have  in  p e rm itt in g  th e  re u n io n  
o f  m any  f a m ili e s .

" F o r  i ts  p a r t ,  th e G o v e rn m e n t o f  th e  U nit ed  S ta te s  r e a f f i r m s  it s  
r e a d in e s s  to  g r a n t  e n try  to  th e  U n it ed  S ta te s  >.f th e  p e r s o n s  who  a r e  th e su b je c t 
of  th is  no te  th ro u g h  p r o c e d u r e s  c o n s is te n t  w it h  th o se  e s ta b li s h e d  in  th e  
M e m o ra n d u m  of  U n d e rs ta n d in g  of  th is  d a t e . "

T he th i rd  s e p a ra te  n o te  w as  f ro m  th e  S w is s E m b a ss y  to  th e  C uban  F o re ig n  
M in is t ry  (c o m p li m e n ta ry  in tr o d u c ti o n  an d c lo s e  o m it te d ):

"A s th e  E m b a ss y  of  S w it z e r la n d  m ad e  c le a r  d u r in g  th e  c o u rs e  of  th e 
r e c e n t  c o n v e rs a ti o n s  w h ic h  le d  to  th e M e m o ra n d u m  of  U n d e rs ta n d in g  on  th e 
m o v e m e n t of p e r s o n s  f ro m  C uba to  th e  U nit ed  S ta te s , a c c e p te d  by  bo th  
G o v e rn m e n ts  on  N o v e m b e r 6, 19 65 , th e  G o v e rn m en t of  th e  U ni fe d S ta te s  r e g a rd s  
w it h  s p e c ia l  h u m a n i ta r ia n  c o n c e rn  th e c a s e s  o f th o se  p e r s o n s  im p ris o n e d  in  
C uba fo r  o f fe n s e s  o f a p o l i t ic a l  n a tu r e . It  had  b een  th e  u n d e rs ta n d in g  an d ho pe  
of th e  G o v e rn m e n t o f th e  U nit ed  S ta te s  th a t th e  s ta te m e n t by  th e  P r im e  M in is te r  
of  C uba on  S e p te m b e r  30 , 196 5 w ould  e a c o m p a s s  p e r s o n s  in  th is  c a te g o ry  wh o 
w is h e d  to  le a v e  C uba to  li v e  in  th e  U nit ed  S ta te s .

"T h e  G b v e rn m e n t of  th e  U n it ed  S ta te s  r e g r e t s  th a t  a t th is  ti m e  th e 
G o v e rn m e n t o f C uba h a s  no t p e r m i t te d  p o li t ic a l  p r i s o n e r s  to  be in c lu d ed  u n d e r 
th e  t e r m s  of  th e  M e m o ra n d u m  of U n d e rs ta n d in g . The  G o v ern m en t of  th e  U ni te d 
S ta te s  e x p r e s s e s  th e  hope th a t th e  G o v e rn m e n t of  C ub a w il l be w il li n g  to  r e c o n s id e r  
th is  p o s it io n . The  G o v e rn m e n t o f th e  U nit ed  S ta te s  w is h e s  to  s t r e s s  th e  p a r t ic u la r  
im p o rta n c e  w hic h  su ch  r e c o n s id e ra t io n  w ou ld  have  in  p e rm it ti n g  th e  re u n io n  of 
m an y  f a m ili e s .

’•’F o r  i t s  p a r t , th e  G o v e rn m e n t o f th e  U nit ed  S ta te s  r e a f f i r m s  it s  
r e a d in e s s  to  g ra n t e n tr y  to  th e  U nit ed  S ta te s  of  su ch  p o li ti c a l p r i s o n e r s  th ro u g h  
p r o c e d u re s  c o n s is te n t w it h  th o s e  e s ta b l is h e d  in  th e  M e m o ra n d u m  of U nd ers ta n d in g  
of  N o v em b er 6, 19 65 . "

- M o re  -
(OVER)
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The  fi n a l s e p a ra te  n o te , a r e s p o n s e  by  th e C ub an  F o re ig n  M in is tr y  to  th e 
no te  in it ia te d  by  th e S w is s  E m b a s s y , r e a d  a s  fo ll o w s:

"T h e  M in is tr y  o f F o re ig n  R e la ti o n s  p r e s e n ts  i t s  c o m p li m e n ts  to  th e 
E m b a ss y  of S w it z e r la n d , r e p re s e n t in g  th e in t e r e s t s  of  th e  U n it ed  S ta te s  of  
/ m c r i c a  in  C uba , an d in  acknow le dg in g  r e c e ip t  o f i t s  note  d a te d  N o v e m b e r 6, 
h as  th e  h o n o r to  in fo rm  it  th a t th e C uban p o s it io n  on  th e  m a t te r  is  th a t 
e x p re s s e d  in  i ts  note  of  O c to b e r  12 o f th e p r e s e n t  y e a r , "

f  # f  f
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Mr. Hathaway. You mentioned tha t the whole family could come in.
Mr. Palmatier. They have to have someone here. Tt is a family reunion scheme.
Mr. Hathaway. The person here is not necessarily the sponsor in any way, and does not have to vouch for them ?
Mr. Palmatier. Not in the sense that he has to provide an affidavit of support,  no. They are encouraged to do it, and many of them, of course, do provide for the needs of the new arriva ls. It  is a family reunion scheme, yes.

PH ASES OF THE REF UGE E PROGRAM SINC E 196 1

Mr. Hathaway. Wha t are the mechanics of a person’s getting  into this program?
Mr. Palmatier. In  Cuba ?
Mr. Hathaway. Yes. How do they avoid government harassment?

FIR ST  PH AS E

Mr. P almatier. T o divide the program into phases, if I may, be­tween February 1961 and the missile crisis of 1962, there was commer­cial transporta tion between Cuba and the United  States, and anyone who could get a visa waiver or a visa could come here, and many thousands did.
SECOND PH AS E

Between the time of the missile crisis in October 1962 and December 1, 1965, there was no commercial transp ortation. All of the Cubans coming, the limited number who did come to the United States, came across the strai ts in small boats, ra fts, and what have you.
third phase

Then in late September 1965, Mr. Castro made a major foreign policy speech. It  was quite obvious from the speech th at the attention  the world press was g iving to the fact that so many people were will­ing to risk thei r lives to come across the strai ts was bothering him a grea t deal. In his speech he said—I am paraphasing i t—“I declare to people in the United S tates who have a relative here or anyone wanting  to leave the country, it is not necessary for them to take this route and risk thei r lives.”
He invited any Cuban in the United  States who had a relative in Cuba to come down by small boat to the Por t of Camarioca to pick them up. Of course, chaos resulted afte r he made this  announcement. It  was like D unkirk  in reverse. Thousands of small boats were takin g off for Cuba. There was a very heavy loss of life.
As a first action, President Johnson asked the Coast Guard to set up a kind of picket line to intercept the small boats once they left Cuba, in order to avoid the loss of life. It  kept on.
Later on. Presiden t Johnson, who was signing the  new Immigrat ion Act, in October 1965, at the base of the Statue of Liberty made a speech in which he said those from Cuba who seek asylum here will find it . He directed the Department of State  to negotiate an interna-
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tional instrument, a memorandum of understanding, which would 
provide for the orderly movement of these relatives to the United 
States, rather than having them leave by small boat as they did before.

In Cuba, it was necessary for Cubans who had relatives here to sign 
up in order  to leave. As far  as we know, Castro permit ted an open 
registration only through May or June , 1966, at which time he closed 
it. So, all of the people tha t we are now getting were signed up prior 
to tha t time.

As Mr. Roybal knows from testimony before another committee, 
all of the people who signed up to leave, the  minute they did sign up 
to leave, thei r property was confiscated, thei r ration  cards were taken 
away, they were thrown out of any type of job th at they might have 
had and put to work in the canefields.

This is why most of us dealing with the program feel we have some 
type of moral obligation to take out at least those who signed up to 
leave.

Mr. Hathaway. Maybe they will not want to register  when they find 
out what happens.

Mr. Palmatier. We in HEW, of course, have no indication tha t 
tha t might happen, nor do I  think  the Department of S tate has. 

SCREENING AND SURVEILLANCE OF REFUGEES

Mr. Hathaway. T o what extent are these people screened?
Mr. P almatier. They are screened. They are screened by the Immi­

gration Service and other Federal agencies before they arrive.
I will te ll you how this works. From time to time we in HE W re­

ceive from the Depar tment  of State lists of persons tha t Castro is 
willing to let out. These are developed by the Cuban Government, 
turned over to the Swiss Embassy in Havana, and eventually we get 
them.

On these nominal rolls, the Cubans do list the person in the United 
States tha t they will be joining, and the address. They give identify­
ing data on the family members who will be coming.

A screening of those names takes place in the United States. If  the 
Immigration Service finds no reason fo r rejection, the Sw’iss Embassy 
in Havana is so notified, and eventually the person comes out.

So, there is a security screening tha t does take place p rio r to their 
arriv al here.

Mr. Hathaway. I s there any surveillance afte r they come in? Do 
they have to report as aliens ?

Mr. P almatier. All aliens have to repo rt to the Immigrat ion Serv­
ice in Jan uar y of every year. Although I am in HE W and not 
involved in  tha t type of activity, I would have to assume there is a 
surveillance of some type once they are here, at least in cases where 
there migh t be some suspicion.

Mr. H athaway. But no di fferent than any other alien. I  presume.
Mr. Palmatier. I cannot answer the question.
Mr. Hathaway. Thank you very much.
Thank you, Mr. Chairman.
Mr. Roybal. Mr. McEwen.
Mr. McEwen. I want to preface my question by saying I  have been 

delighted with all the reports  I have heard on how well the Cuban
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peop le have relo cated themse lves  in th is coun try  and gone into the  
lab or force and not  the  we lfa re roll.

A M OUNT OF  W ES TE RN  H E M IS PH E R E  L IM IT A T IO N  U TIL IZ ED  BY  CU BA NS

When we p assed the  Im migra tio n Act in 1965, as you know, fo r t he  
firs t tim e we placed  a hem isphere quo ta on people in the  West ern  
Hemisph ere  com ing  into the Un ite d State s, I  fou nd out , again , th at 
you  can  get  in troub le when you vote fo r som eth ing  th at  passes, not  
when you vote a ga inst i t.

My di st ric t is a C an ad ian  bo rder d ist ric t. I t borders on the P rov inc es 
of Quebec and  On tario  in the  Mo ntreal  and Quebec area. We hav e a 
subs tan tia l prob lem. You may have he ard som eth ing  abo ut thi s. The 
numb er of Cuban s com ing in took  such a l arg e par t of  th e hem isphere 
quota  th at  we had to severely restr ict  Ca nadians who ha d he retofo re 
been as free to come to th is  coun try  as we were to go to the irs .

May I say th is  is a m at te r in which I have some his tor ica l intere st,  
because ha d it not been possible, it would hav e been  d ifficul t fo r me to 
be born, because  my mo the r came from the othe r bank  of  the Sa int 
Lawrenc e Riv er.

Th is  pre sen ted  rea l problems to  ou r area. We  go t some rel ief here 
a yea r ago in t he  amendm ents .

For  example, we had plan ts,  branch es of  C an ad ian ind ustries , th at  
cou ld not  b rin g personnel in. We had s om eth ing  cal led  the snowm obile  
th at  was invented,  and  the  Bo mb ard ier  Corp, wante d to pu t a bra nch 
pl an t in  my d ist ric t and c ould  not br ing people  in.

I am in an are a t hat  is deep green on t he  E DA m aps as h av ing  h igh  
unemployment. T his has given  us some re al p roblems.

My ques tion  is t h is : W ha t do you  fo resee  as th e number s th at  we may 
be exp ect ing  of  Cuban s com ing  into th is  c ountr y th is  y ear and  in the  
fu ture? Wi ll it rem ain  at , I  believe, 48,000 a y ear , a pp roximate ly ? Wil l 
it rem ain  at t hat  figure, or will it dim ini sh ?

Mr.  P almatier . I  would assume, s ir, so lo ng as t he  a ir li ft  contin ues , 
th e numb er will  rem ain  in  th at  vic ini ty,  and you  probably will  hav e 
about 40,000 a  ye ar  in the pip eline  who will  be ad ju st ing th ei r sta tus 
fro m th at  of a parolee to a pe rm anen t res ide nt an d wil l be charg ed  
ag ain st the hem isphere lim ita tio n of 120,000.

Mr.  McE wen. A pp roximately  how ma ny are in th at  cat ego ry who 
are charg ed an nu all y ag ains t the  120,000 hemisph ere  q uota?

Mr.  P almatier . I  wou ld hav e t o check m y own inform at ion fo r t he  
record , because th is  is ha nd led  by St ate and Im migra tio n,  but  I  am of 
th e o pin ion  it  is ab out 40,000 a year.

Mr.  McE wen. I n  othe r words, it  is ta ki ng  app roximately  o ne -th ird  
of  th e whole  hemisphere quo ta.

Mr.  P almatier. Th at  is my un de rs tand ing;  yes, sir , bu t I wou ld 
have to  doublecheck  my figure.

(T he  i nformat ion fol low s:)
In fiscal year 1969, Cubans u tilized 8,444 places out of the Western Hemisphere limitat ion  of 120,000. In fiscal year 1970, Cubans utiliz ed 12,331 out of the tota l of 120,000. With cont inua tion  o f th e inflow of Cubans, however, the number could potentia lly rise, over a period of years , to approxim ately  40,000 annually.
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Mr. McEwen. I  may say to my colleagues on the committee tha t this 
presented some serious problems tha t some of us possibly were not too 
aware of in the  Parliament in Ottawa. I happen to live just an ho ur’s 
drive from there, and I am aware of that.

(Off the record.)
Mr. P almatier. I think 2 years ago there was a bill introduced, and 

it passed the House, which would take the Cubans out of numerical 
limitations. It  did not pass the Senate. I do not know whether i t has 
been introduced again or not.

(Off the record.)
Mr. McEwen. That  is all, Mr. Chairman. Thank you.
Mr. Passman. Mr. Shr iver?

ASS ISTA NCE  TO TWO NE W JE RS EY  SCHOOL SYSTEM S TO BE FUND ED 
UNDER IMP ACTED  AREAS AID PROGRAM

Mr. S hriver. On page 7 o f your statement  and in the  justifications  
you mentioned a new method of funding the education assistance pro­
grams for Cuban refugees in Union City and West New York, N.J. 
They will be funded under the impacted area aid program. Is tha t 
correct ?

Mr. P almatier. Yes, sir.
Mr. Shriver. Do you know how much is involved in this for fiscal 

1972?
Mr. P almatier. I do not th ink, sir, in  the final analysis, the  amount 

will be much less than the $3 million we had  asked fo r in our or iginal 
1972 proposal.

Mr. Shriver. How do you get money out of the impacted area aid 
program ?

Mr. P almatier. There was an amendment to the act-----
Mr. Shriver. Which category, “A” students, “B” students?
Mr. Baker. They would be the “B” type students, the same as if  one 

parent were working at a military  base.
Mr. Shriver. Do you know what  the  percentage of enti tlement was 

last year per s tudent ?
Mr. Baker. You mean for fiscal 1970 or 1971 ?
Mr. Shriver. 1971.
Mr. Baker. The Office of Educa tion is estimating they will pay 73 

percent of entitlement. This would have earned the two towns com­
bined close to $2 million, based on an entitlement of about $2.6 million.

Mr. Shriver. You said a moment ago $3 million.
Mr. Baker. He was speaking  about 1972.1 believe.
Mr. Shriver. That  will be larger in 1972?
Mr. Palmatier. While we continue to resettle a high number of 

Cuban refugees to Union City and W est New York.
Mr. Baker. I can say, based on the Pres iden t’s budget, where the 

request was 40 percent of enti tlement, it would be considerably lower. 
I understand the House committee has reported out a higher figure 
for impacted areas.

Mr. Shriver. I serve on tha t subcommittee, and tha t is why I am 
asking.
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Mr. P almatier. This was an amendment in  calendar year 1970.Mr. Baker. In Apri l 1970.
Mr. S hriver. The amount of  money you will be receiving in 1972 is what I  am refer ring to.
Mr. Baker. You mean from HEW  ?

USE OF FU ND S FROM IMPACTED AID PROGRAM RA THER TH AN  
CUBAN REF UGE E BUDGET

Mr. S hriver. Yes; from the  impacted area aid program. Would you recommend sh ifting all Cuban refugee elementary and secondary edu­cation assistance, including that for Dade County, to this type of funding?
Mr. Palmatier. I would support such a recommendation if the fo r­mula and the  percentage would permit a fu nding level sim ilar to tha t now provided under our budget fo r Dade County.
The problem we have with the amendment is th at it requires tha t 20 percent of a school distr ict be Cuban children. The problem you have in Dade County is that it  is a county school district, and while you have perhaps 40,000 Cuban children in the total distric t, which is a real impact, the percentage is, T believe, about 15 percent.
You will find in Dade County there are schools where almost every student is a Cuban, whereas if  you take the  entire county i t is not tha t way.
Union City and West New York, N.J. are very small communities, and the percentage of Cuban enrollment is very high in the several schools tha t they have there.

MER GIN G WELFA RE ASS ISTANCE FOR CUB AN REFUGEES INTO  REGULAR 
WELFA RE PROGRAMS IF  FEDERALIZED

Mr. Shriver. If  the Federa l Government were to take over the State s’ welfare program, as has been suggested here on the Hill by many, would you suggest t ha t this Cuban program be assimilated in the regular program?
Mr. P almatier. We would very strongly support that. We feel there is, at the present time, a type of artificial dis tinction between the Cuban who is a member of the community, who is paying taxes and has really become more or less integrated.
As a matter of fact, we would rathe r hope if the family  assistance plan does pass, we could integrate the Cubans into it.

AV AIL AB ILITY OF ECO NOMIC  DATA CO NCERNIN G CUBAN REFUGEES

Mr. Shriver. Has the committee been furnished with a survey of economic data on Cubans in the United States?
Mr. Palmatier. If  we have not, we can submit it to  the committee. You mean the Fi rst  Research Corporation  study ?
Mr. S hriver. Yes.
Mr. P almatier. We will see tha t a copy is made available, sir.
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Mr. Shriver. Wha t are the reasons so many refugee children are 
switching to private schools in Dade County ?

Mr. Palmatier. Busing requirements was the primary reason ac­
cording to school officials. The number of non-Cuban children who 
transfer red to p rivate  schools was much larger.

Mr. S hriver. Do any of these funds go to  support these pupils  ?
Mr. P almatier. No, sir.
Mr. Shriver. That is all, Mr. Chairman.
Mr. Passman. Thank you, Mr. Shriver.

REPROGRAMING BETWEEN EDUCATION AND WELFARE

Mr. Passman. Several weeks ago we received the fiscal year 1972 
justifications for the Cuban refugee program. Two days ago we re­
ceived a revised copy of these same justifications. In  the revised justi­
fications, I note th at the “Education” act ivity was reduced by $8 mil­
lion and the “Welfare Assistance and Services” activity was increased 
by the same amount. Could you please tell the committee why this 
change of fund ing levels for these activities was made ?

Mr. P almatier. There has been a reprograming item, in  both 1971 
and 1972. This relates to the fact tha t $4.4 million from the “Educa­
tion” activity (school assistance for Dade County) is not expected to 
be required for t ha t purpose in 1971. I t has been reprogramed into the 
“Welfare” activity  because reimbursement claims from the States have 
exceeded those in the budget, primarily  because of higher average 
monthly payments to and on behalf of  needy refugees: instead of  $98 
as antic ipated,  based on data  fo r the first 6 months of  fiscal year 1971, 
the average monthly payment for the fiscal year is expected to be about 
$107. The estimated number of recipients is expected to hold.

In fiscal year 1972, the estimate for  school assistance to Dade County 
was lowered by $5 million, due to the same reasons that led to the 
1971 decreases—fewer Cuban children  in the public school system due 
to t ransfer  to priva te schools. An additional $3 million reduction was 
achieved in 1972 from the “school assistance” item by discontinuing 
assistance from this  budget to two school systems in New Jersey which 
had received aid in fiscal year 1971 for  the first year under this  budget. 
The 1971 aid was provided by us because funds had been specifically 
requested and a ppropria ted for this purpose. However, for fiscal year  
1972, there is other legislation tha t covers the NewT J ersey  school im­
pact situat ion which was enacted as an amendment to Pub lic Law 81- 
874 in Apri l 1970 (af ter  our 1971 request ). The authority  and fund­
ing to be used is tha t for school assistance to federally affected areas, 
generally refer red to as SA FA which is administered  by the Office of 
Education. The $8 million reduced from this  school assistance item 
has been reprogramed to the welfare activ ity for the same reason 
giving rise to the need for additional welfare  funds in 1971—higher 
monthly payments than anticipated.

Mr. Passman. You indicate tha t the school assistance is no longer 
needed in fiscal year 1972 for Union City and West New York, N.J., 
because Public Law 81-874 was amended to provide  assistance for
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impact aid to school distric ts affected by increased Cuban refugee attendance which will be funded by the Office of Education. This accounts for a $3 million reduction in the “Education’ a ctivity; where did you say the other $5 million reduction will come from ?
Mr. P almatier. Sir, we reduced the estimate for assistance to Dade County public schools by $5 million due to a smaller enrollment of Cuban refugee children tha t we are experiencing in the  curren t year.Mr. Passman. Why didn’t you reduce your request by $8 million instead of increasing the “Welfare assistance and services” activity by $8 million?
Mr. Palmatier. The higher costs we are experiencing for the wel­fare item sta rted  in the fall of 1970. I f we had  not been able to  rep ro­gram additional funds for this purpose from other items, a supple­mental request for fiscal year 1971 and an amended budget for 1972 would have been necessary to provide sufficient funds  for reimbursing the States for welfare costs incurred on behalf of Cuban refugees.Mr. Passman. How can you be sure your new estimates for average monthly payments for assistance to refugees are any more accurate than  the estimates you submitted 2 weeks ago ?
Mr. P almatier. The estimates submitted 2 weeks ago were actually prepared in the fall of 1970 and were used as the basis for the submis­sion in mid-December for the Pres iden t’s 1972 budget. Some rapid rises in cost trends, part icularly  for medical care, which were not available from the States  when the justification  in support of the President ’s budget was p repared have come to  ligh t in the past few weeks. The additional information we now have on which to base our estimate data is due in part  to  the increased emphasis we have placed on getting  States  to submit their claims for reimbursement more quickly. There are so many factors affecting the  need for welfare and medical assistance, and the amount of such assistance, tha t it is diffi­cult to predic t precisely. I  believe, however, tha t our current estimates are the best that  we can make at this time.
Mr. P assman. I t appears  you just needed to find a place to put  the  $8 million you saved on the “Education” activ ity and “W elfare assist­ance” was the elected activity, is that  correct?
Mr. P almatier. No sir. We have not only analyzed our estimates fo r Cuban refugee welfare assistance carefully, we have examined trends in expenditures for public assistance and medical care for needy U.S. citizens, which are ra pidly increasing. I  firmly believe our revised esti­mate is still on the conservative side.

NU MB ER  OF CU BA N REFUGE ES RECEIVED, BY W EE K,
CALENDAR YEAR  1970

Mr. P assman. Tel l me how many refugees we received last year and insert for the record a breakdown on a weekly basis.
Mr. P almatier. The total number of refugees arriving by a irl ift  as well as those registered by the program tha t came by other  means, dur­ing calendar year 1970 was 45,727.
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T h e  w ee kl y b re akdow n fo ll o w s:

N u m b e r  of C u b a n  R e f u g e e s R e c e iv e d , by  W e e k , C a len d a r  Y ea r 1970
Week ending 
January:

2______________________
9 ______________________
16_____________________
23 .......... ........................... ..
30____________ ____ ___

Feb ruary:
6______________________
13______ ____ _________
20_________ _____ _____
27_____________________

March:
6______________________
13 .. _____ _____________
20_________________ _
27_____________________

April:
3_____________ ____ ____
10 ___________ _____ ____
17_____________________
24 _____________________

May:
1______________________
8_____ ____ ___________
15_____________________
22________ ____________
29_____________________

June:
5 ..  ___________________
12_____________________
19_____________________
26_____________________

587
921
993
910
948

893
901
949 
725

913 
937 
929
906

914
899 
919 
918

692
900 
879 
910 
699

907 
881 
884 
909

Week ending 
July:

2______________________
10_____________________
17 ___________ ____ _____
24 ___ ____ ____________
31____ ________________

August:
7_________ _____ _______
14.............. ...........................
21_____________________
28----------- ------- -------------

September:
4_________ _____ _______
11............................ ........... -
18 _____________________
25 ____ ________________

October:
2______________________
9______________ _____
16_____________________
23 _____________________
30 ___ _______ _________

November:
6_____________ ____ ____
13_____________________
20__________ ________
27_______________ _____

December:
4___________ _____ ____
11_______________ ____ -
18________________ ____
24 __________ ____ _____
31 _____________________

715
925
791
972
656

1, 015 
910 
913 
906

915 
719
897
898

882
902
904
853
909

893
744
886
707

916 
712 
883 
735 
746

Total_______________ 45, 727

NUMBER OF REFUGEES RECEIVING WELFARE AND NUMBER IN  FAMILIES 
THA T ARE SELF-SUPPORTING

M r.  P as sm an . P le ase  p ro v id e  a n  u p d a te d  c om par is on  l ik e th a t  w hic h 
ap p ea re d  on  page  76 of la s t y e a r’s h ea ri n g s  sh ow in g  th e  n um ber of  
re fu gees w hic h a re  se lf -s u p p o rt in g .

M r.  P al mat ie r. Yes , s ir .
(T he  in fo rm a ti o n  fo ll o w s :)
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CUBAN REFUGEE PROGRAM: NUMBER OF PERSONS REGISTERED WITH THE PROGRAM AND THE NUMBER 

RECEIVING WELFARE ASSISTANCE AND SERVICES

June of—

Total 
number of 

regist rations

Number 
receiving 

welfare 
assistance 

and services

Percent of 
registrations 

receiv ing 
assistance

Total 
number in 

fam ilies that  
are self- 

supporting

Percent of 
registrations 

self-  
supporting

1961_____________________ ..................  29,628 13,756 46.4 15,872 53.61 9 6 2 . . . . . . . . __________ ____ ____  122,212 55, 084 45.1 67,128 54.91963........................... ............... _________ 165,523 53,170 32.1 112, 353 67.919 64. ..__________________ ..................  172,572 32,110 18.6 140, 462 81 .41965........................................... ____ ____  177,599 21, 588 12.2 156, 011 87.81 9 6 6 . . . . . . . . . . . . _______ 207,147 19, 882 9.6 187, 265 90.41967........................................... ..................  250,519 29, 346 11.7 221,173 88 .31 9 6 8 . . . . . . . . .  . . . . . . . . _________ 290,353 39, 370 13.6 250, 983 86 .41969...................  ........  . . 332,692 52, 740 15.9 279,952 84. 11970................................... . 379,229 66,178 17.5 313, 051 82. 51971 estim ate____ ________ _________ 427,229 82, 378 19.3 344, 851 80.71972 estimate________ ____ ........ .......... 475,229 99, 778 21.0 375, 451 79 .0

PERC EN T OF REGISTERED CUBAN REFUGE ES AND PERC EN T OF AM ERICANS 
RECEIVING WEL FARE

Mr. Passman. What percentage of the total number of refugees regis­tered are now on the assistance rolls ?
Mr. P almatier. As of December 31, it was 18.8 percent.
Mr. P assman. Is this percentage increasing over last year?
Mr. P almatier. Yes, it has been gradually increasing. This has been 

happening in the domestic public assistance programs, too. Some of 
this increase has resulted from improvements in the domestic program ; 
and since the assistance to  refugees follows the domestic program, this 
factor  has also affected refugee assistance.

Mr. P assman. H ow does this  percentage compare to the percentage 
of Americans on the welfare rolls ?

Mr. P almatier. It is difficult to make a meaningful comparison, Mr. 
Chairman. The number of registered Cuban refugees increased by over 11 percent between December 1969 and December 1970, and the 
percent receiving welfare increased by 2 percent over this 12-month 
period. With  regard to the domestic welfare programs, durin g this 
same period the ILS. population increased by aoout 1 percent, and  the 
percent of the U.S. population receiving welfare under the regular 
public assistance programs increased by 1.3 percent.

The specific data on the regular welfare rolls show tha t in December 
1969 payments under the federally aided public assistance programs 
and the program of general assistance (all State /local fundin g) went 
to 11.1 million persons, and medical bills were p aid for another 1.3 
million persons not receiving cash assistance. These 12.4 million repre­
sented 6.1 percent of the to tal U.S. civ ilian populat ion of 203.8 million 
persons at  that  time. Comparable data a year late r fo r December 1970, 
show 13.8 million persons receiving cash assistance and another 1.5 
million persons requiring  medical assistance only, with this 15.3 mil­
lion persons representing 7.4 percent of the 205.9 million persons esti­
mated as the U.S. civilian population in December 1970. (The per­
centage, of course, is much hig her in various areas, especially some of 
the large cities.)

In terms of the actual numbers receiving public assistance, Mr. 
Chairman, 26 percent more Cuban refugees required assistance in De-
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cember 1970 than in December 1969; durin g this same period, recipi­
ents in the domestic public assistance programs throughout the United  
States  increased by 23 percent. When we consider tha t in this period 
the number of registered refugees increased by 11 percent and th eU.S. 
population increased by only 1 percent, I think the record looks good. 

REFUGE ES RETURNED TO CUBA

Mr. Passman. How many Cuban refugees have returned to Cuba 
since the inception of this program ?

Mr. P almatier. We have been advised th at approximately 450 per ­
sons have requested permission to retu rn to Cuba, and th at they have 
been mostly aged persons with close family members still in Cuba. 
Some addit ional  Cubans are believed to have returned to  Cuba through 
thi rd  countries, but the  number  is estimated to be very small.

Mr. P assman. Would you please insert the table appearing on page 
10 of the justification?

Mr. P almatier. Yes, sir.
(The info rmation  follow s:)

REG ISTRATIONS AN D RESETTLEM ENTS AT  VARIO US TIM E  INTERVALS

Number of 
persons 

registered 1

Numb er of 
persons 

resettled

183, 496 94 ,9 08

149,1 96 125, 866
46, 537 30 ,1 73
48, 000 32 ,0 00
48, 000 32, 000

291,733 22 0,03 9

47 5,22 9 314 , 947

Pre -a ir lif t period (January  1961 to Dec. 1 ,1 9 65 ).............................................................

Air lif t per iod:
Dec. 1 ,1 965 , to June 30, 196 9.......................................................................................
Fiscal yea r 1970..................................................................................................................
Fiscal year 1971, es tim ate...............................................................................................
Fiscal year 1972, estim ate...............................................................................................

Subtota l, ai rl ift  period..................................................................................................

Total , January  1961 to June 30, 1972......................................................................

* Registration o, the  refugee with this program has never been mandatory, but it is required in order to be eligib le to 
receive assistance from it. In the  ear ly days many refugees did not reg ister; currently, vir tually 100 percent of new a rrivals 
register.

REFUGE ES NOT REGISTERED W IT H  PROGRAM

Mr. P assman. You indicate on page 10 that in the  early days many 
refugees did not register  under th is p rogram. If  they did not register, 
would they be eligible to participa te in the  program ?

Mr. P almatier. No, sir.
Mr. Passman. Do you have any idea how many unregistered refu­

gees are in the United Sta tes ?
Mr. P almatier. The estimate  is about 150,000, Mr. Chairman.
Mr. Passman. Could these refugees be on the State welfare ro lls and 

be unknown to your organization ?
Mr. Palmatier. I think it is very unlikely, Mr. Chairman. Most 

of the early refugees who did not registe r remained in Miami. They 
were able to become self-supporting and never needed assistance 
from the program. They could, even today, come into the Refugee 
Center and register  if they found they needed help. And if they 
qualified and were to receive assistance, they would be known to us. 
There were also some early refugees who did not register with us 
and, on the ir own initiative, went on from Miami to some other city.
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These wou ld be people who  w ere self-suffic ient in Miami, ha d enough  
resources to resettl e them selves, and were  res po nd ing to be tte r op ­
po rtu ni tie s some where else. Th ere  is alw ays  a chance  t hat  someone in 
th is gen era l cat egory  has ha d to  ap ply fo r ass ista nce  some where else 
and is receiv ing  i t un de r a re gu la r St ate we lfa re prog ram . But  I  feel 
th at  the chances ten d to be very sli gh t, because if  t he re  were  any  ap ­
pre ciable  n umber , I feel ce rta in  we wou ld hav e been he ar in g from the 
State s over the  years; they  wou ld hav e wa nte d to tr y  to ar rang e to 
seek th e 100 pe rce nt reimb urs em ent we pro vid e whi ch is n ot  p rov ided 
in the regu la r domestic  we lfa re pro gra ms .

SELF-SUPPORTING REFUGEE THA T MAY BECOME UNABLE TO 
CONTINU E TO SUPPORT HIM SELF

Mr. P assman . I f  a refugee is able  to su pp or t hims elf  in iti al ly  bu t 
then  becomes disabled and req uir es we lfa re ass istance , th is  prog ram 
has to  re imburse  the St ate f or  such assis tanc e, is th at  co rre ct ?

Mr.  P almatier. Yes,  si r, t hat is th e policy.

OLD AGE AND ILL HEA LTH  OF REFUGEES

Mr. P assman. Could you tel l the committ ee wh at pe rce nta ge  of  la st 
ye ar ’s refugee ar riv als were too  old  or  u nable  to work at  all and ha d 
to be p laced on th e we lfa re rolls  perm anently  ?

Mr.  P almatier. Mr . Ch airm an , I believe th e da ta  we hav e th at  
would mos t closely rel ate  to  th is  is the age bre akdown  of  the ai rl if t 
arr ivals. In  1970, 7.4 perce nt of  the  a ir li ft  ar riva ls  were over  65 years 
of age, and .3.9 per cent were  betw een 61 and  65. Th is  rep res ented  a 
decrease, in cid en tal ly,  as com par ed wi th the 1969 figu res of  8.2 p erc ent 
and  4.0 percen t, resp ect ive ly. Tak in g age, disab ilit ies , and  lan guage 
hand ica ps  amo ng the old er people  int o con sidera tion, I wou ld es ti­
ma te th a t possibly 9 or  10 pe rcen t of  the  ar riva ls  in 1970 could be 
expected to have to depen d on financia l assi stance  pe rm anently . I  
wa nt  to  emp has ize th at  many of  th e old er people  do become self- 
su pp or ting ; in fac t, some are  qu ite  rem ark able.  I t  is because we lack  
othe r type s of da ta fro m the State s t ha t we ha ve to re la te th is  k ind  o f 
est imate  to age and to the  fac t th at  disabl ing  c ondit ion s oft en  accom ­
pany  more ad van ced  age. We  do have  new d ata fo r Miam i on  the length  
of  tim e refugees  hav e been on ass istance , and I  wou ld like to sub mi t 
th at  fo r th e re cord.

A special  ana lys is was made of  the  t ota l refugee caseload receiv ing  
financia l assi stance  in Miami as of Fe br ua ry  1971. I t showed th at , 
among  those refuge es rec eiv ing  assistance, 31 percen t ha d been on 
ass istance  less t ha n a ye ar  (14 per cent less than  6 mo nth s) ; 17 perc ent 
betw een 1 and 2 y ea rs;  13 p erc en t betw een 2 and 3 y ea rs ; 14 percen t 
betw een 3 a nd  5 y ea rs ; and 26 perce nt ove r 5 yea rs. (F ig ur es  add to 
101 perce nt due  to roun din g.) Of the grou p on ass ista nce  fo r more  
than  5 ye ars , 76 pe rce nt  we re ove r 65 y ears of age and 20 pe rce nt were 
betw een 50 and 65.

WELFARE INCREASE IN  FLORIDA

Mr. P assman. On page  13 o f the  ju sti fications, you ind ica te th at  the 
ave rage numb er of per son s on ass istance  r oll s in Flo rida  will  j um p by
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6,600 in fiscal years 1971 and 1972. What accounts for these large 
increases ?

Mr. P almatier. Again, Mr. Chairman, we are seeing the cumulative  
effect of the constantly growing Cuban refugee population. This, cou­
pled with the fact tha t each year some of those who have previously 
been able to support themselves become too old or disabled to continue 
to be completely self-supporting, results in th is increase in the number 
who must rely on public assistance in Florida.

INC REASE IN  AVERAGE MONT HL Y PA YM EN T IN  FLORID A

Mr. P assman. On the same page, I  notice that  the average cost per 
person per month will increase f rom $41 in fiscal year 1971 to $53 in 
fiscal year 1972. Please explain this large increase ?

Mr. Palmatier. The $12 increase in the estimated average monthly 
payment is because, beginning J uly  1, 1971, the  policy in effect since 
the early 1960’s placing a monthly maximum on financial assistance 
payments to needy Cuban refugees in Flor ida—$60 per one person 
case and $100 per family case regardless of size—will be changed. The 
$53 payment level will more nearly correspond to standards used in 
Flo rida’s regular public assistance programs for U.S. citizens, •which 
have been raised periodically; it will also extend to Flor ida a policy 
more in keeping with tha t followed in othe r Sta tes in determin ing the 
level of assistance to Cuban refugees—that  is, comparability with 
regular U.S. programs. This action recognizes the continued cost-of- 
living  increases and the ensuing hardships placed upon the needy as 
they struggle to achieve the bare minimal essentials of living. It  sup­
ports the action of officials of F lorida’s Department of Public Welfare 
who have also urged t ha t welfare gran ts for needy Cuban refugees be 
increased.

unaccompanied children

Mr. Passman. Concerning your program for care of unaccom­
panied children, how are these children able to leave Cuba without 
thei r parents or come to the U.S. without  having some family mem­
ber in this country ?

Mr. P almatier. Most of the unaccompanied chi ldren arrived in the 
United States  during the early years of the program when they were 
able to leave on commercial air flights—over 13,000 altogether, of 
w’hom about 8,000 required federally financed care for varying periods 
of time. When the air lift  started, we had about 1,800 unaccompanied 
children under federal ly financed care. The number is now down to 
about 300. Some still arrive  on small boats, escaping illegally from 
Cuba with persons other than  their  parents, or sometimes through 
another country, but not very many.

CUBAN DEM ONSTR ATION S

Mr. P assman. Have we had any trouble with the Cuban refugees 
with respect to demonstrations against the United States or its 
policies ?

Mr. Palmatier. Pract ically  none, Mr. Chairman. But as I recall, 
there  have been a few protests from time to time by mili tant  exile 
groups in favor of a more aggressive policy toward Cuba.
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SURPLUS FOOD

Mr. P assman. You  indic ate  t hat 76 pe rcen t of  the  refuge es receiv­ing  financial  ass istance  in Miami rece ived su rp lu s food in fiscal year 1970. Why di dn ’t the  othe r 24 pe rce nt receive su rp lus food?
Mr. P almatier . borne  do no t have cook ing  facil itie s, s ir ; the y may be liv ing in single  rooms, an d cooking fac ili tie s is one of  the req ui re­ments. Or the y may be old er person s liv ing with  thei r ch ild ren  and grandc hi ldren,  and the ch ild ren provide  the food . O r the y may  find it too difficul t to ge t ou t t o the com modity  di str ibut ion center. We  te ll peo ple  th at  the com modities are  availabl e, bu t if  the y don’t rea lly  wa nt  them, we do n’t enc ourage  them to accept  them. We wa nt the  com mod ities  to go where th ey ’re rea lly  need ed an d where the people  will make fu ll use of them . The people who acc ept  the commodities  find  the m t ru ly  he lpfu l and  do make complete use of  them.

INCREASES IN  HOSPITALIZATION COSTS

Mr.  P assman. I  note  you  e stima te th at the  avera ge  da ily  cost of  all persons h ospit ali zed w ill i ncrease fro m $83.20 i n 1970 to $99.50 in  1972. W ha t acco unts  fo r th is lar ge  incr ease?
Mr. P almatier. Of the to ta l increase of  $16.30 es tim ate d fo r the 2-y ear  p eriod, tw o- th ird s of  it  rel ate s to fiscal ye ar  1971—tha t ye ar ’s es tim ate  is $94.00 or  13 p ercent  ove r 1970; only on e- th ird  of  the in ­crea se (6 pe rce nt ove r 1971) was e stima ted  fo r 1972. The  1971 est imate , which  reflects ac tua l op erat ing experience  du ring  the  fiscal year,  ap pe ars to  be pre tty acc ura te.  Fl or id a,  like  the res t of  the  Na tio n, has been e xperiencin g unpre cedente d rises in the cost of  m edic al ser v­ices. The  sm aller i ncrease of 6 p erc en t p roj ec ted  f or  1972 is in l ine  w ith  general  price increas es proje cte d fo r areas othe r th an  med ical  ca re ; it  reflec ts ou r be lie f th a t increas es th at  hav e been  oc curring  in  the medical care a rea  will no t continue  to  ri se so sha rp ly . You un de rst an d,  Mr . Ch air ma n, th at thes e ave rag e da ily  ho sp ita liz at ion ra tes are  all inclusiv e—t hat  i s, t he y cove r the cost  o f all  item s of  servic es rece ived  by a per son  hospit ali zed .

he lp  from relatives

Mr. P assman. D o you have  any way  of  fo rc ing Cuban  fam ilie s al read y located in the Uni ted State s to he lp a ref ugee w ho is no t able  to  work and is a mem ber  of  the fam ily  if  the fam ily  is financ ially able?
Mr. P almatier . No, si r;  we do not . I t  would dep end  on the r ela tive- res ponsibi lity pro vis ion s th at a St ate ha s in its  we lfa re pro gra ms . Ho wever , as you know , M r. Ch air ma n, the Cuban s h ave  a  s tro ng  sense  of  family  res ponsibi lity, an d a st ro ng  fee lin g of  pr ide, and fro m all we can observe the fam ilies in mos t cases do th ei r bes t to  he lp th ei r othe r family  mem bers .
Mr. P assman . You indic ate  on page  16 of  the jus tifi cat ion s th at assi stance  i s giv en to  refugees who become needy because of expenses ne ith er  he no r the spo nso r can handle.  Is  it  n ot true  th at  the  sponsor is sometimes sti ll able  to he lp bu t the ref ugee appli es fo r assi stance any how ?
Mr. P almatier . Th is  might  happ en , bu t all indic ati ons are  th at  it  would  be very infre qu en t. In  many ins tances , the Cuban  fam ily  th at
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the newly arriving  refugee joins is barely established and not in a 
position to be of much direct economic help.

Mr. Passman. How would you handle such a case? Do you make 
your own investigation and determine if  the refugees or sponsors could 
still manage without assistance?

Mr. P almatier. This phase of the  program is handled by Sta te and 
local welfare stall. They consider whatever resources are available to 
a Cuban refugee in determining need on the same basis as for a U.S. 
citizen. These staff are also responsible for the  same type of investiga­
tion and other forms of monitoring—for example, the  quality-control 
program—as are used for the domestic programs to assure th at only 
eligible persons receive assistance in the correct amount.

INC REASING  PERCEN TAG E OF RESETTLED REFUGE ES REQUIRE  ASS ISTANCE

Mr. P assman. Why has the percentage of refugees requiring  assist­
ance in Sta tes other than Flor ida been on the increase since fiscal year 
1967?

Mr. Palmatier. The reasons are similar to those I mentioned re gard­
ing the increase in Florida. It is a cumulative effect of the constantly 
growing number of refugees in the Uni ted States. In addition  to those 
newly a rriving refugees who have to rely on assistance until they can 
become established, there are a number of refugees, who had arrived 
earlier, who for  various reasons, such as age or ill health, who are not 
able to remain completely self-supporting. The increases outside 
Flor ida also reflect the fact that  close to three-fourths  of the refugees 
are resettled  immediately a fter  thei r arrival  in the United States. This 
was part  of the Federa l Government’s commitment to F lorida and to 
Dade County when the air lif t was initiated, and it also reflects our 
commitment to enable the refugees to join  their relatives as quickly as 
possible. This does mean tha t refugees are resettled who have not had  
the opportunity—as others  did in the early part  of the program—to 
enroll in English  and vocational tra ining in Miami, and i t means that  
it is likely to take them somewhat longer to get started in the new 
community. But, on balance, I  believe this is the best way to be respon­
sive to the commitments to Florida, to the refugees, and to thei r fami­
lies, and lays the best foundation fo r their  future.

NU MB ER  OF RESETTLED REFUGE ES AND NU MB ER  AND  PERCEN T REQU IRING 
ASS ISTANCE

Mr. P assman. Please place in the record the  table appearing  on page 
16 of the justification.

Mr. P almatier. Yes, sir.
(The information fol lows:)

153,390 9,258 6 .0
189,156 17,754 9 .4
220,774 25,0 02 11. 3
250,947 33,6 10 13 .4
282,947 43,2 10 15. 3
314,947 54,010 17 .1

Refugees requ iring assi stan ce in
Cumulative State s other than Flo rida
number o f ----------------------------------------------------

resettled Per cen t of
refugees  Number column 1

Jun e 30 ,196 7. ... ......................................................................................
Jun e 30, 196 8....................................................... ...................................
Jun e 30, 196 9...........................................................................................
Jun e 30 ,1 97 0. .........................................................................................
June  30,19 71 (es tim ate)........................................................................
Jun e 30,1 972 (est ima te)........................................................................
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TRA ININ G OF REFUGEES

Mr. P assman. Mr. Palmatier,  you mention tha t one of the reasons for this increase is because about 70 percent of air lif t a rriva ls are im­mediately resettled and do not receive tra inin g as others do in Miami. If  this is the case, why don’t you require these people to enroll in training immediately upon resettlement ?
Mr. P almatier. The volunta ry agencies and the  State welfare agen­cies do make real efforts to get people into training where it ’s needed. Also, by making loans available for shorter term tr ainin g, as we hope to do in 1972—following the lead of the Office of Education in the domestic programs—we hope to enhance the training opportuni­ties. One of the problems in various locations is tha t not enough tra in­ing opportunities are available. Another is th at the refugees a re not eligible for the Work Incentive, or WIN, program because those who have to have assistance are  not on the regular AFDC program, which is a requirement fo r WIN.  This is one of the reasons we are look­ing toward  welfare reform—to help open up more training oppor­tunities.
Mr. P assman. Are you able to  eliminate people who refuse to enroll in such training from the assistance rolls?
Mr. Palmatier. Yes, sir. This has been our policy since the early years of the program. And if a person needs some health  service or rehabil itative service before he can enroll in t rain ing  or hold down a job, we arrange that. I must say too, sir, that the refugees want to have training and to be self-sufficient. We’ve had a lot  of enthusiasm about train ing, and very l ittle reluctance.

MODE OF TRAVEL FOR RESETTLING REFUGEES

Mr. Passman. You indicate on page 18 of the presentation  that some of the increase for “Resettlement” costs is because of the 8-per- cent tax levied on air  travel. Do you use only air transportation  to relocate these refugees throughout the United States? And if so, don’t you think  you could use some cheaper type of transportation?
Mr. P almatier. Where a refugee is being resettled close to Miami— for instance, some refugees join relatives in other pa rts of Florida—we use commercial buslines. Bu t where it’s a long distance involved, such as to California, New York, New Jersey, Massachusetts, or Illinois, the quickness of the air transporta tion offsets the en route costs we would have—meals and so on, possibly overnight accommodations in some—if we used buses or  tra ins. Also, the refugees are usually in a state of some sort of shock when they arrive on the air lif t; they’ve been waiting  so long in Cuba, and suddenly it has happened and they’re in the United  States, and we feel it ’s important to get them reunited with the ir relatives and get the adjustment process started as quickly as possible. We do use the cheapest air accommodations available.

ASSISTANCE TO PUBLIC SCHOOL SYSTEMS

Mr. P assman. W hat new policy changes have been negotiated with Dade County school officials ?
Mr. Palmatier. We have phased out completely any assistance on behalf of children who arr ived before the air lift  influx started. Last
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year, the Federa l contribution  to the operat ing cost was decreased 
from 60 percent to 50 percent for those arriving  in the new influx. 
And this year we have also begun to experience the effect of the 
provision in the agreement tha t assistance to the school system is 
granted only on behalf of the children who have been in schools in 
the United States  for less than 5 years, since we’ve passed the 5-year 
mark  since the air lif t began.

Mr. Passman. How much will be paid from this program to the 
Dade County school system for the cost of school construction in 
fiscal years 1971 and 1972 ?

Mr. Palmatier. The estimate for 1971 is $1,910,00(1 and for 1972, 
$1,226,000.

Mr. P assman. H ow much is provided  in this fiscal year 1972 request 
for educational assistance to the Union City and West New York, 
N. J.,  school systems ?

Mr. Palmatier. Sir, this request does not include any funds for 
the two New Jersey school systems fo r 1972. Both systems, however, 
will be eligible for funds under Public  Law 81-874; tha t is the  legis­
lation administered by the Office of Educa tion pertainin g to school 
assistance to federally  affected areas, or SAF A as it  is often called.

Mr. Passman. Have any new school systems applied for or been 
added this year to the education assistance p rogram  because of  la rge 
refugee enrollments ?

Mr. Palmatier. The Office of Educa tion has advised us tha t the 
Weehawken, N.J., school system has applied under the refugee pro ­
visions contained in the law regarding  school assistance to federally 
affected areas, and is expected to qualify. No funds are included in 
our request for this purpose. If  Weehawken qualifies, it would be 
funded out of the regular SAF A program as will Union City and 
West New York in 1972.

Mr. Passman. Does it appear this type of assistance could snow­
ball, since last year was the first year this type of assistance was 
provided to other school systems?

Mr. Palmatier. The provision in the SAF A law requires tha t 20 
percent of the  enrollment in a school system consist of refugee pupils. 
I am not aware of any school systems other than the three in New 
Jersey that are about to meet this percentage requirement, but it is 
true tha t, over time, with the continua tion of the airl ift,  other school 
systems could be expected eventually to qualify.

Mr. Passman. What are the terms of the student loans provided 
to the Cuban refugees ?

Mr. Palmatier. Undergra duate students may borrow up to $500 
per semester or $1,000 per academic y ear;  graduate or professional 
students  may borrow’ up to $2,500 per academic year. The students 
sign promissory notes to repay principal plus accrued interest at 3 
percent over a 10-year period beginning  one year afte r termination 
of full-time study. Loans are arranged throu gh part icipating inst i­
tutions  approved by the U.S. Office of Educa tion, and repayments  
are made directly to that Office.

Mr. P assman. You indicate loans were made to about 4,700 students  
in fiscal 1970. How many individuals applied  to receive these loans in 
the same year ?

60- 20 8 O— 71— pt . 1- -29
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Mr. P almatier. Si r, we have been advised by the Office of Education tha t it does not have such information nor does it require par ticipat ­ing institu tions to accumulate or maintain data  on students denied loans for various reasons. The loan funds are sent to the institutions on the basis of  their requests, which include estimates at tha t point on the number of borrowers and the amounts because of the leadtime the in stitution  must have before the actual loan is processed. Since the loans are made only to those whose families are determined to be unable to finance the student's  education, and a t the  minimum amount necessary, I would have to assume there are a number of applican ts for loans who are not found eligible. There are of course those, just as among the U.S. citizens, who have applied at institut ions which at the time had not been approved by the Office of Educat ion for pa r­ticipat ion in the loan program administered under the National De­fense Education Act, which approva l, as you know, governs the eligibility of institutions  to participa te in the loan program for Cuban refugees. We also understand tha t since th e initiation of loans for vocational and technical training in the regu lar U.S. program in fiscal 1971 (and we are requesting loan funds for this purpose in 1972), some Cuban refugees have already requested such loans and have been turned down.

SWISS REPRESENTATION IN  CUBA

Mr. Passman. Wha t services are perform ed by the Swiss Govern­ment at an estimated cost of $180,000 in fiscal year 1972? Why don’t they donate their  services ?
Mr. P almatier. Mr. Chai rman, as you know, this  is a matter which comes under the jurisdiction of the Depar tment  of State and the funds are transferred to State for this purpose, as well as for other aspects of  the air lift  arrangements. With  regard to the services pro­vided by the Swiss Government, I would like to provide a sta tement for  the record from the State Department.
(The information follows:)

The Department of State has provided the  following informa tion : “The Swiss Government through its Embassy in Havana, represents U.S. interests in Cuba. The Swiss Embassy performs a variety of services in carrying out this repre­sentation. One of the more important of these services is adminis trative support provided the Cuban refugee air lift  in Havana and Varadero, Cuba. The es timated cost of $180,000 cited in the question is the estimated cost of salaries and ex­penses that will be incurred by the  Swiss Embassy in Havana  in support of the air lif t during 1972. This support includes, for instance, the processing of regis­trat ions  for the airli ft, keeping and updating records of these registrat ions, and dealing with the Cuban Government on matte rs related to the physical operation of the airl ift itself. The United States contracted with the Swiss Government for the representation of its  interests in Cuba af ter the break in diplomatic relations between the United States  and Cuba on January 3, 1961. The United States reimburses the Swiss Government for all expenses incurred in such representa­tion. On a worldwide basis, the United States reimburses five foreign countries for the representation of our interests in six countries with which we do not have diplomatic relations .”

RELOCATION OF AIRPORT FACILITIES USED TO PROCESS AND HOUSE 
REFUGEES ARRIVING BY AIRLIFT

Mr. P assman. Have you found a location for the reception and dormitory operation since the facilities at the Miami Internationa l Airport will be unavailable as of  October 31, 1971 ?
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Mr. Palmatier. No, sir, not yet.
Mr. P assman. Gentlemen, thank you very much. We will have a 

good, close look at this. We want to do the righ t thing.
The committee will adjourn.

Monday, April 5, 1971. 

DEPARTMENT OF STATE

Migration and Refugee Assistance

W IT NESS ES
FRA NC IS  L. KEL LOG G, SP EC IA L ASS IS TA N T TO THE SE CRETA RY OF 

ST AT E FOR REF UGEE A ND  M IG RATIO N A FF A IR S

CL EM EN T J. SOB OTKA, CO NS UL TA NT  ON REF UGEE AND M IG RA TI ON  
A FF A IR S

FRA NK  M. B R Y A N , BU DG ET  AND FI SC AL  OF FICE R,  OF FICE  OF 
REF UGEE  AND M IG RA TI ON A FF A IR S

RIC HARD W.  M URRAY, DI RE CT OR , BU DG ET  PL A N N IN G  AND PR ES­
ENTATI ON, DEP ARTM ENT OF ST AT E

PROGRAM AND  FIN AN CIN G (IN THOU SAN DS OF DO LL AR S)

1970 actual 1971 estimate  1972 estim ate

Program by acti vitie s:
Contribut ion to Intergovernental Committe e for European Migra tion.
Contribution to United Nations High Comm issione r for Refuge es____
Refugees from European Communist coun tries......................................
Refugees from Communist China....................................... .....................
Contribut ion to International  Committee of the Red Cro ss...................
Adm inistration .............................................................................................
1969 program funds obligated in 1970........................................... ..........
1970 program funds obligated in 1971.....................................................
1970 program funds used for 1971 pr og ra m ... ......................................

Total  oblig ations ......................................................................................
Fina ncin g:

Unobligated balance avai lable , s tart  of year...........................................
Unobligated balance transfe rred from other ac co un ts. .........................
Unobligated balance transferred to other accou nts................................
Unobligated balance avai lable , end of y ea r.............................................

3,50 0 3,25 0 3,2 50
1,000 1,000 1,00 0
3, 700 3, 200 2,900

500 500 500
50 50 50

982 860 950
2,050 .......................................................

- 2 ,  715 2,715 ________ _____
1,600 -1 ,6 0 0

10,667 9,9 75 8,650

-2 ,0 5 0  -  2,7 15 ...........................
- 2  ...................................................

2 .......................................................
2,715 .......................................................

Budget authority...................................................................................... 11,332 7,26 0 8,6 50

Budget autho rity:
Appropria tion................................. .
Pay increase (Pu bli c Law 91-305). 
Trans ferred  from other accoun ts..

5,571  5,64 9 8,6 50
9 .......................................................

5,7 52 1,574  ...........................

Appropriat ion (ad jus ted).......... . ...................................
Proposed supplemental for c ivil ian  pay act increases

Relation of obl igations to o utlays:
Obligatio ns incurred, net....................................................
Obligated balance,  start of y ear........................................
Obligated balance, end of y ear. .......................................
Adjustme nts in expired accoun ts......................................

Outlays, excluding  pay increase supp lemental............
Outla ys from civil ian apy act supplemental............................

11,332 7,223 8,650
............. 3 7 ...........................

10,667 9,9 75 8,650
1,54 5 2,4 26 2,2 64

-2 ,4 2 6  -2 ,2 6 4  -3 ,1 1 4
- 3 8 .......................................................

9,7 48 10,100 7,8 00
37 ...........................

Note: After the budget was subm itted,  H. Doc. 9 2-93 was transm itted to C ongr ess containing $40,000 in increased pay 
costs for fiscal  year 1972.
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OB JECT  CL ASS IF IC AT IO N (IN  THO US AN DS  OF DO LL AR S)

1970 actual 1971 est. 1972 est.

Personnel compensation:
Permanent po si tion s. .................... ............................... .........................  548 588 586
Positions other than permanent...... ................. . . . . . . . . . .  10 13 14
Other personnel compensation______ _______ .........................  27 17 13

Total personnel compe ns ati on ........................ ____________  585 618 613
Personnel benefits: Civ ilian  em plo ye es _________ . _____ _____ _ 81 85 87
Trav el and transportation of persons__________ _____ ........................  15 20 21
Transportation of th ing s_____ ______________ ________ ........................  1 1 1
Rent, communications, and uti litie s___________________ _______ _____ 6 9 9
Other serv ices ........................ ................................................. _____________ 5,859 4,936 3,61 3
Sup plie s and mat eria ls............................................................ 2 2 2
Equipm ent___________________ _______________ . . .  . .......................... 17 4 4
Grants, subsidies, and contribu tions...................................... ____________  4,10 0 4, 300 4,30 0

Total obliga tions......... .................................. ............... 10,667 9, 975 8,65 0

PERSON NE L SUMMARY

Total  number ot permanent positions.............................................................
Full- time  equivalent of other  p ositions ............................................................
Average number of all  employees....................................................................
Average GS grade............................ ......... .........................................................
Average G S salar y...... .............................. .................... ...................................
Average grade and salary rates established  by the Foreign Serv ice Act of 

1946 (22 U.S.C. 801-11 58):
Average grade:

Foreign Serv ice officer....................................................................
Foreign S ervice reserv e..................................................................
Foreign Serv ice staff.......................................................................

Average salar y:
Foreign S ervice officer ....................................................................
Foreign Serv ice reserve..................................................................
Foreign Serv ice staff.......................................................................

Average salary  in foreign countries (local  rate s)...........................................

48 46 44
1 1 1

44 44 43
8.8 8.9 9 .0

$13, 368 $13,424 $13 ,64 0

3.9 4.2 4 .0
2.8 2. 5 2 .0
5.4 4.2 5 .0

$18. 939 $19, 374 $20 ,11 0
$25, 822 $27,165 $30 ,18 2
$13,081 $15,163 $13 ,92 6
$4, 510 $4, 759 $4, 87 8

Mr. Passman. The committee will come to order.
We shall consider this  afte rnoon the fiscal year  1972 request for  the 

migration  and refugee assistance program of the Department of State. 
We have as witnesses Mr. Francis  L. Kellogg, Special Assistant to the 
Secretary of State for Refugee and M igration  Affairs, Mr. Clement J . 
Sobotka, Consultant on Refugee and Migration Affairs ; Fra nk M. 
Bryan , Budget and Fiscal Officer, Office of Refugee and Migration 
Affairs ; and Richard W. Murray , Director,  Budget  Plan ning  and 
Presenta tion, Department of State.

I believe, Mr. Kellogg, you have a statement you would like to pre­
sent to the Committee in defense of this item.

Mr. Kellogg. Yes, sir.

G en er al  Sta te m en t

Mr. Chairman and members of the committee, I welcome the oppor­
tuni ty to appear before you in support of the Department of State’s 
appropria tion request for migration and refugee assistance in the 
amount of $8,650,000 for fiscal year 1972.

I would like to say, a t the very outset, tha t this is my first appear­
ance before a committee of  the Congress and, in addition, my Govern­
ment experience is limited to  a few short  weeks as I  assumed office on 
Jan uary 19.

I mention my brief  experience as special assistant  for refugee and 
migration affairs because it may be difficult for  me, in answering your
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questions, to be as precise and specific as I  otherwise would wish to  be. 
As a p rivate citizen, however, I have had a deep personal intere st in 
humanita rian and refugee problems for the past decade and I  am now 
challenged by being officially concerned with helping to resolve these 
problems. From my previous association with the volunta ry agencies, 
I know how vital is the assistance given under this appropriation. 
Since a detailed justification for this request has already been fur­
nished you, my remarks here will be confined to highlighting the more 
important aspects of the refugee and migration programs funded 
under this appropria tion and to speaking of more recent develop­
ments in this field.

CO NT INUE D NEED FOR REFUG EE ASS ISTANCE

Although we wish we could report tha t the size of refugee prob­
lems has diminished markedly in the past year, the fact is tha t this 
has not happened. A new life, free from fear and repression, contin­
ues to be the hope of thousands who leave th eir homelands in search 
of it. To meet the needs for assistance created by this  exodus, we must 
continue our programs of assistance.

Mr. Chairman, the programs funded under this appropriation  fill 
distinc t humanitarian needs which are in the U.S. interest  to 
meet. No less today, than in the past, must our country show the 
world that  we are prepared to succor those fleeing persecution and  in­
humanity. To do less would be to negate our long record and tradition  
of assistance in this field, diminish the importance of our country's  
role in internat ional affairs and responsibilities, and abet those oppres­
sors who wish to discourage the search for freedom. As long as men 
are held in political bondage, the United States  must be prepared to 
do its share to assist those who flee.

Because there is no plan to request a Presidentia l Determination 
Order in the current year or in 1972, we are requesting $8,650,000 
which is our most accurate and careful estimate of the requirements 
for 1972. In the following brief  description of th e refugee programs, 
I will attempt to explain why th is request is fe lt to be necessary.

UN ITED  STATES REF UGEE PROGRAM (U SR P)

Mr. Chairman, we estimate tha t $2,900,000 will be needed for the 
United, States Refugee  Program  (USRP) for 1972, based on an ex­
pectation of assistance to approximately 34,000 refugees from Eastern 
Europe durin g tha t year. This program is operated directly by the 
Depar tment  of State. While the flood of refugees from Czechoslovakia 
has slowed, conditions in Eastern Europe remain harsh for many citi ­
zens, and the flow continues westward. Experience has shown th at the 
exodus of refugees from Easte rn Europe is not always predictable  
and can be increased suddenly and great ly by unforeseen events.

Working through experienced American and interna tional  volun­
tary agencies, U SRP is able to insure tha t early supplemental assist­
ance for care and maintenance and—most im portantly—for resettle ­
ment processing is rendered to refugees a t crit ical stages on their way 
to a new life. We estimate th at there will be 13,000 new refugees need-
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ing t hat  ass ista nce  in 1972 in add ition  t o th e ap prox im ately 21,000 p er ­
sons who are  expecte d to be on the U SR P case load  at  the  begin nin g 
of  1972. Th is is a valuab le op po rtu ni ty  fo r the Un ite d State s to con­
tr ib ut e to the reestabli shm ent  of  re fugees  in a m anner which iden tifie s 
ou r in terest  in them.

I th ink,  at  th is  junc tur e, it is im po rta nt  t o po in t ou t th at  the  coun­
tr ie s of  f irst  a sylu m bear the larg es t s ha re of  e xpense a nd  t hat U SRP 
serves as a supp lem ental  lin k and su pp or t fo r refugees  mo ving to a 
new life .

FA R EA ST  RE FU GE E PRO GR AM  (F E R P )

W ith  respec t to  the  F a r Eas t Re fug ee Pr og ra m  (F E R P ),  we es ti­
ma te t hat  $500,000 will be r equir ed to  car ry  out  these im po rtan t a cti vi ­
ties.  T his is t he  same amo un t as  ha d been pro vid ed  ann ua lly  since 1969. 
Th e pur pose of  t hi s reques t is t o con tinue to  pro vid e essent ial he lp in 
local resett lem ent  of  Chinese refuge es in Ho ng  Ko ng  and Macao. In  
th is  ma nner,  the  U.S . Gover nm ent  can—for  a rel ati ve ly sma ll sum— 
show U.S . concern for  the  we lfa re o f those wh o have succeeded in  escap­
ing  Comm unist C hina.

I migh t add . M r. Ch air man , t hat we in tend  to ins ure  th at  the F E R P  
prog ram  pro vid es an X-ray  mac hine fo r the Ch ild ren’s Or tho pedic  
Ho sp ita l at  Sa nd y Ba y, fo r which  you laid the corner stone whi le on 
an insp ect ion tou r o f the  F a r Eas t R efugee  P ro gr am  in Hon g K on g in 
1965.

U N IT E D  N A TIO N S H IG H  COM M IS SI ONER  FO R RE FU GE ES  (U N H C R )

I should  now like to discuss, wi th yo ur  permissio n, Mr.  Ch air ma n, 
the othe r ac tiv ities  whi ch are  financed  un de r th is  ap prop riat ion,  all 
of  which are  i nt er re la ted bu t l  ight ly  se par ate . F ir st , we are r equesting  
$1,000,000 fo r su pp or t of  the  Uni ted Na tions  H ig h Comm issio ner  fo r 
Refugees  (U N H CR ).  Th is  i s the  same am ount as contr ibute d in 1970 
and program ed for  1971.

Th e UNHCR has  a unique and nec essarily ind ependent role  i n re p­
res en tin g the int ere sts  of  the refu gee . F ir st  and foremost  among his  
responsibi liti es is th at  of  prov id ing in te rn at iona l pro tec tion fo r re f­
ugees. No othe r body has the in ternat iona l statur e or  au thor ity  in 
de al ing wi th countries of  asy lum  which the UNHCR possesses. The 
ch ief  i ns tru me nt  o f the  U NHCR in  sec uring r ig ht s and prote ction  f or  
refugees  is the Un ite d Na tio ns  Conventio n Relat in g to the  St atus  of 
Refugees. One  of  the pr im ary objectives  o f the UNHCR,  wi th offices 
in the pr incipa l asy lum  countrie s of  t he  world , is to  increase na tio na l 
access ions to the conven tion  and its  1967 c ompan ion , the  P rotocol,  a nd 
to  ins ure  t hat  the  pro vis ion s o f thes e tre at ie s wi th resp ect  to the lega l 
an d p olit ica l pro tec tio n o f re fugees  are  met.

Whil e the  UNHCR assi sts in  the local  in tegr at ion of  ref ugees  in 
Eu ro pe  who hav e no op po rtu ni ty  to  emi grate  fro m th ei r countrie s of 
asy lum , his mate ria l assi stance  prog ram is di rec ted  pr im ar ily  towa rd  
resolv ing  refugee pro blems  in the  dev elopin g world . Th is obje ctive 
serves U.S . int ere sts  as it  h elps in are as whe re there is no dir ec t U.S. 
ac tiv ity  or p ar tic ip at io n in b eh alf of  refu gee s.
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INT ERGOVERN ME NTAL COMM ITT EE FOR EUR OPE AN MIG RATIO N (ICEM )

This office requests, Mr. Chairman, $3,250,000 for the Intergov ern­
mental Committee for European Migration (ICE M) as this country’s 
share of ICE M’s $24.5 million budget, the bulk of which is expended 
on economical transporta tion from Europe for refugees being re­
settled abroad. ICEM  has  long and universally recognized experience 
in the efficient movement of persons overseas at the lowest possible 
cost. Its  worldwide contacts and its special arrangements with trans­
porta tion companies make it a vital link in the resettlement of 
refugees.

Through the teamwork of these three seasoned and proven orga­
nizations, USRP,  UNHCR and ICEM. each with trained, experienced 
and dedicated personnel—tried in fire and under duress, as it were— 
the flow of refugees is maintained from asylum countries to their new 
homes.

Each of these organizations has a distinct role to play in assisting 
the refugee from the time of his request for asylum to his permanent 
resettlement. Each of the ir separate but coordinated activities con­
tributes immeasurably to the prevention  of an increase in the num­
bers of refugees in countries which have generously provided asylum 
and assure continuance of those countries as havens for new refugees.

It  might be pertinen t at this point to state tha t, in 1970, the State 
Department’s US RP program totaled $3,200,000. It  is difficult for 
varying reasons, if not impossible, to compare, with any reasonable 
exactitude, the Departmen t’s aid with  the contributions of o ther coun­
tries but it is estimated t ha t $100 million was spent by 28 foreign gov­
ernments in 1970 for Eastern European refugees. This is exclusive of 
more than $1,500,000,000 spent by the West German Government for 
Germans and persons of German extraction expelled from Easte rn 
Europe.

INTE RN AT IONA L COMM ITT EE  OF THE RED CROSS (IC RC )

Our request of  $50,000 for the Inte rnat iona l Committee of the Red 
Cross (ICR C) represents a contribution to an organization which pro­
vides effective service very much in the interests  of the United States 
in situat ions and areas where d irect IT.S. activity would not be ap pro­
pria te or in some cases possible. We have contributed th is same amount 
to ICRC each year since 1965 pursuant  to  this specific au thorizat ion 
in Public  Law 89-230. The ICR C’s reputation  for neutrali ty and im­
par tial ity permits it to assist in the release of passengers from hi­
jacked airc raft , political prisoners, and prisoners of war as well as to 
operate emergency medical programs in areas interdic ted to others. 
The IC RC has a unique role in the world today which is of direct bene­
fit to the United States.

ADMINIS TRATIVE EX PENS ES

Our request for administrative expenses represents our lowest esti ­
mate of realistic costs fo r an acceptable level of management  and sup­
por t o f these programs.
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IMPORT AN CE  OF REF UGEE PROGRAMS

Mr. ( hairman and members of the committee, in conclusion I should like to reiterate the importance to the United  Sta tes of each of the  ac- ivities for which we are requesting funds. Each of the organizations has a v ital part  to play. Each is able to make a special contr ibution by virtue  of its independent role and its experience. Our contributions are but a par t of  those given by many other countries to  carry  on the work of aiding  those who have fled persecution and who must not be le ft in despair. The appropriat ion of these funds will show that the  United  States continues its  trad ition  of helping those who have chosen free- dom to find it  in a real way. In so doing, we shall also be contr ibuting  to stabi lity and peace in these sensitive areas of the world. I urge your  favorable consideration of th is request.
Mr. P assman. We would like to insert in the record a t this point. Mr. Kellogg’s biography.
(The biography follows:)

-,nF̂ a n c i s  ( F r a n k )  Leonard Kellogg was born in New York City on J anuary 5 1917  After gradua ting from the Choate School and Phillips Exeter Academy, e l l°g g  e n t e r e ( i  P r i n ceton University, where he obtained a B.A. degree in
From 1942 until 1946, Mr. Kellogg served with the U.S. Army in the FieldArtillery, Army Transporta tion Corps, and Office of Strategic  Services, and was separated from the service with the rank of major.In 1946, Mr. Kellogg joined John Wanamaker  New York, and in 1950 was appointed executive vice presiden t and a director of the corporation. From 1955 to 1958, he was chairman  of the board and chief executive officer of National Department Stores Corp. Under his direction, this concern was trans­formed into International Mining Corp., a leading U.S. natu ral resources com­pany, of which he was president until 1971. He has also served as chairman of the board of John Wanamaker  Liberty Street, Inc .; and director of John Wanamaker  Philadelphia, Molybdenum Corp, of America, Perry  Industries , Inc., Hunter Industries, S.A., Fresnillo Co., Canton Co. of Baltimore, Interna­tional Mining Corp., L.E.R. Distributing Corp., and the 920 Fifth Avenue Corp.For the past 10 years Mr. Kellogg has been a director and member of the executive committee of the International Rescue Committee, and a director and trea surer of the  American Immigration and Citizenship Conference. Both orga­nizations  are leading voluntary  agencies in refugee activities.During 1970 Mr. Kellogg was adviser to the U.S. delegation to the United Nations General Assembly. In January 1970 he was an observer a t the UNESCO- sponsored meeting of Arab ministers  of education in Marrakech, Morocco. Mr. Kellogg headed the American delegations to the Executive Committee of the United Nations High Commissioner for Refugees in September 1970, and to the Council of the Intergovernmental Committee for European Migration in November 1970, both meetings in Geneva.
Mr. Kellogg was sworn in as Special Assistant to the Secretary of State for Refugee and Migration Affairs on January 19,1971.He is marr ied to the former Ferna nda Munn. The Kelloggs have two children, Christopher (27) and  Fernanda (24).
Mr. P assman. I might state, Mr. Kellogg, I would be just a little out of character to brood about foreign aid too much, but this is one program tha t I have some knowledge of. There has been a lot of good accomplished out of th is p arti cular program. There are cer tain places I go and observe the  good this part icular appropria tion has accom­plished. I believe this appropriation, in all probabil ity, has accom­plished more in good will than  almost any of the other foreign aid pro­grams we have.
(Discussion off the record.)
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Air. Passman. So tha t we may expedite the hearings today, I am 
going to defer my questioning until we have heard from the other mem­
bers, and I will then consume what time I need. At this time I yield 
to Mr. Shriver.

Air. Shriver. Thank you, Air. Chairman.

U .N . CONVEN TI ON REL ATI NG TO T II E  ST AT US  OF  RE FU GE ES

Air. Kellogg, on page 6 of your sta tement you said, “One of the p ri­
mary objectives of the United  Nations High  Commissioner for Refu­
gees is to increase national accessions to the U.N. Convention Relating 
to the Status of Refugees.” I)o you have a li st of the countries which 
agreed to this convention ?

Mr. Kellogg. I believe I do.
Mr. Bryan. We can furnish it.
Air. Shriver. Put it in the record.
(The in formation fo llows:)

LIST  OF PAR TIES TO TH E CONV ENTIO N AND PROTOCOL RELATING TO TH E STATUS OF 
REFUGEES

(As of February 28,1971)
CONVENTION PROTOCOL
Algeria Algeria
Argentina Argentina
Austral ia
Austria
Belgium Belgium
Botswana Botswana
Brazil
Burundi
Cameroon Cameroon
Canada Canada
Central African Republic Central African Republic
Colombia
Congo (Brazzaville) Congo (Brazzavil le)
Congo (Kinshasa)
Cyprus Cyprus
Dahomey Dahomey
Denmark Denmark
Ecuador Ecuador
Ethiopia Ethiopia
Finland Finland
France France
Gabon
Gambia Gambia
Germany (Federal Republic) Germany (Federal Republic)
Ghana Ghana
Greece Greece
Guinea Guinea
Iceland Iceland
Ireland Ireland
Israel Israel
Italy
Ivory Coast Ivory Coast
Jamaica
Kenya
Liberia
Liechtenstein Liechtenstein
Luxembourg
Madagascar
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CONVENTION

Monaco
Morocco
New Zealand

PROTOCOL

Netherlan ds Nether land sNiger Niger
Nigeria Niger ia
Norway Norway
Paraguay
Peru
Por tugal

Paragu ay

Senegal Senegal
Swaziland

Sweden Sweden
Switzerland Swi tzerl and
Tanzania TanzaniaTogo Togo
Tunisia Tunisia
Turkey Turkey
United  Kingdom United  Kingdom 

United Sta tesUruguay Uruguay
Vatican City Vatican City
Yugoslavia Yugoslavia
Zambia Zambia

Summary
Partie s to convention_____________________________________________  60Partie s to  protocol________________________________________________  44
Parties only to convention________________________________________  19Par ties only to protocol___________________________________________  2
Parties both to convention and  protoco l_____________________________  42

INTER NATIONAL COMMITTEE OF THE RED CROSS, PRISONERS OF WAR

Mr. Shriver. Would you tell us what, if any, progress has been 
made during the past year by the  In terna tional Committee of the Red 
Cross regard ing their  efforts in behalf of the  U.S. prisoners of war in Vietnam ?

Mr. Kellogg. Yes, sir, I  can address myself to that question. I  have 
as recently as today received the last word on the prisoner of war 
situation  with respect to ICRC activities and efforts. In addition, I 
was present recently when a vice president  of the ICRC visited the 
State Department and brought the Depar tment  up to date on thei r 
activities.

I regret to tell you tha t the progress is so little as to be almost im­
measurable. We do not know the extent tha t letters and packages are 
being received. We do not know the condition of the prisoners. We 
don’t even know precisely the names, ranks, serial numbers of those 
who are alive and in the  hands of the  North Vietnamese, so regrettab ly 
while the ICRC  continue to make every effort they possibly can to 
alleviate this situat ion, I can’t report anything  tha t is hopeful or 
promising. I t continues to be a very serious situation.

INTERGOVERNMENTAL COMMITTEE FOR EUROPEAN MIGRATION

Mr. Shriver. You are requesting an increase of $250,000 for the 
Intergovernmental Committee fo r E uropean Migration,  bu t there are
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no specific reasons in the justifications. Would you explain the reason 
for the increase ?

Mr. Kellogg. Yes, s ir ; I  will be glad to do so. In  the first instance 
we are antic ipating an increase in the number of refugees to be 
handled by the Intergovernmental Committee for European Migra­
tion. For  example, to be specific in 1971 we estimate tha t the ICEM 
will move a total of 80,200 refugees and migrants. This is broken 
up between 52,000 refugees and 28,200 migrants to make up 
tha t total. In  1972 we an ticipate an increase in refugees to 58,000 tota l 
and 23,000 migrants for an over-all total of 81,000. That  is the basic 
reason for the increase in the request.

Mr. Shriver. I understand that, b ut why are there tha t many more 
refugees available now?

Mr. Kellogg. The situation  in Eastern Europe  continues very harsh 
and very grave, and the flow westward is continuing unabated. In  
addition  to that, there are other sensitive areas, of which I  am sure 
this committee is aware, such as for example Poland, the Soviet 
Jewish  situation, and others which indicate at this moment t ha t the 
number of refugees will be increased rather substantia lly.

Mr. S hriver. Mr. Chairman, I believe I  have used my 5 minutes.
Thank you.
Mr. Passman.' Mr. Roybal.

PROPO SAL TO CONSOLIDATE REFUGEE PROGRAMS

Mr. Roybal. Mr. Kellogg, I see from your statement  t ha t you are 
requesting funds for different organizations, is th at correct?

Mr. Kellogg. Yes, s ir; tha t is correct.
Mr. Roybal. These organizations operate mostly in Europe .
Mr. Kellogg. W ith the exception of two, tha t is entirely correct; 

yes, sir.
Mr. Roybal. Why isn’t it possible to have just one organization 

doing the job, instead of several?
Mr. Kellogg. Mr. Roybal, our office has considered tha t matte r with  

great care and attention, and a fter many sessions in which we examined 
the pros and cons, we have come to the conclusion tha t the separate  
organizations must remain separate for a number of very important 
reasons.

For example, ICEM as you undoubtedly know, is composed of 31 
different countries. It  is an internationa l organization with all the 
force and effectiveness of an internationa l organization, but also it 
certain ly cannot directly  reflect the United States as a humanita rian 
government interested in refugees and in showing the world its side 
of the  great ideological confronta tion between the West and the East. 
Also ICEM, and I am addressing myself first to tha t part icular orga­
nization, is charged with a specific responsibil ity which i t carries out 
very effectively and very well, and tha t is the transportation  of refu ­
gees from their country of asylum to thei r ultimate country where 
they are to be settled. This is the reason why these 31 nations are mem­
bers of ICEM and it is the reason why they contribute to this program. 
The State Departm ent’s program, US RP, United States  Refugee P ro­
gram, has a completely different function. Its  function is to show the
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in ter es t and concern  of  the Am erican  people an d the  Am erican  Gov ­
ern me nt as an Am erican  organiza tio n fo r refu gee s. Th is is quite  d if ­
fer en t from IC EM . Ce rta in ly  it is a prog ram that Eu rope an  c ountr ies  
wou ld not wa nt to pa rti cipa te  in any more t ha n we wou ld in the  in di ­
vid ual cases o f W ester n Eu rope an  co untrie s t hat  ar e h elp ing thi s g reat  
problem of refugees.

In  ad di tio n,  I  th in k I  sho uld  say  th at  the U SR P prog ram is a 
people- to-people prog ram w hich aid s t he  r efu gee who has  escape d the  
Iron  C ur ta in  a nd  who h as no cla im on any  fre e coun try  or n ati on ali ty.  
For example, these are  people who escaped the Iron  C ur tain , a nd  can ’t 
claim Ital ia n na tio na lit y or  Ge rm an or  wh ate ver the  case may be. In  
those ins tances  those refuge es are  hand led  en tir ely by the co un try  to 
whi ch the y have a cla im,  so th at  we feel th at  the U SR P prog ram in 
effect shows the  U.S . intere st in th is  field, and th at  it  should  be con­
tin ue d as a U.S. end eavor,  fa r more  efficient th an  if  it  were am alga ­
ma ted  with  ei ther  of t he  othe r two E urop ean o rga niz ations.

QU ESTIO N OF DU PLICA TIO N BETW EEN REF UGE E PROGRAMS

Mr. Roybal. Ar e y ou say ing  th en  t hat t he re  is  no dup lic ati on  by the 
various organiz ations?

Mr.  K ellogg. I  am ; yes, sir.  Th ere  is very,  ve ry lit tle  dupli ca tion. 
Th e three  organiza tio ns  to which  we are  addre ssing  ourselv es ove r­
lap vi rtu al ly  in no are a th at  I  am aware  of. Incide ntal ly , they  meet  
fre quently  and discuss mu tua l problem s, and there has been no evi ­
dence th at  there is an overl ap  betw een these th ree org ani zat ion s. 

internation al committee of th e red cross

Air. Roybal. W ha t abo ut the $50,000 fo r the In te rn at io na l Com ­
mittee  of the Red Cross? Is n’t th at  o rgan izat ion also invo lved in sim ­
ila r work elsew’here?

Air. K ellogg. $50,000 firs t, sir , is a m at te r of  publi c law  which  was 
autho rized  by Congress  some years  ago and  it  has  rem ained at  th at  
level ever since, and we re fe r to  t hat  public law  when we come to th is 
committ ee to  mak e ou r reques t fo r $50,000. T hat  sum, as you  also 
pro bably  are  aware , is only fo r the ad min ist ra tiv e budget of  the In ­
ternat iona l Com mit tee  fo r the Red Cross . IC RC is pa rt icul ar ly  va lu­
able  in are as where  the Un ite d State s can’t opera te and can’t go fo r 
various reasons. I t also is im po rta nt  in the hi jack ing cases th at have 
occ urred in recent  months. I  would say th a t its  fun ction  is qui te 
dif fer ent fro m any of  th e othe r o rganiza tio ns  w hich we  a re discussing.

Air. Roybal. Tha nk  you very much.
Air. P assman. Air. AIcEwen.
Air. AIcE we n. Air. C ha irm an , I  was  ju st  read ing th e s tatem ent of  the 

gen tlem an. I  have no  questio ns a t th is  time.

INC REASE FOR FIS CA L YEAR 1972

Mr.  P assman. Air. Ke llogg , yo ur  fiscal ye ar  1972 reques t is fo r 
$8,650,000 as com par ed wi th  the fiscal yea r 1971 p rogram  of  $8,552,000, 
or an increase of $98,000, is th at  cor rec t ?
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Mr. Kellogg. Yes, sir, I believe tha t is correct.
Mr. Passman. Of course thi s includes the proposed supplemental 

request of $37,000 for pay cost and the tran sfer  of funds from AID  
of $2,866,000. When you were before the  committee la st year you did  
not request $8,552,000. This is the total simply because AID trans­
ferred $2,866,000, is tha t correct ?

Mr. Kellogg. Tha t is correct, yes, sir.

PRESIDENTIAL DETERM INATION ORDER

Mr. Passman. Would you e laborate briefly and then put  more in­
formation in the record as to why i t was necessary to have th is large 
increase in these programs?

Mr. Kellogg. Yes, sir, I  believe I can answer tha t question. In  order 
to do that , with your indulgence, Mr. Chairman, I would like to go 
back to the 3 fiscal years, 1969, 1970 and 1971. The  amounts t ha t were 
available for these programs were substantially grea ter than the 
amounts appropriated  by Congress, because of the availability in 
those 3 years of funds through the 1969 and 1970 determination orders. 
For fiscal year 1972 we do not plan to request funds through a determi­
nation order.

(The information follows:)
Section 2(c) of the  Migration and Refugee Assis tance  Act of 1962 provides a 

method of ass isting in financing thi s prog ram on an emergency basis. Whenever 
the Pre sident  dete rmines it to he important to the  nat ional int ere st necessary 
funds may he made ava ilab le in orde r to meet unexpected urgent refugee and  
migration needs. Such an  emergency arose af te r the August 1968, invasion of 
Czechoslovakia by the Soviet Union. Suddenly, and  in numbers cer tain ly unex­
pected by us before th at  unfor tun ate  even t tens  of thousand s of refugees left 
Czechoslovakia and the feeling of unres t spread  to other countries  of Easte rn 
Europe so that  the re was a complimentary incre ase in refugees from other 
Easte rn European  count ries, as well. The number of refugees ass iste d by the 
U.S. refugee program (USRP) which was 9.826 in 1967 jumped to 53,412 for 
1969, more tha n a 5-fold increase. This  was an unexpected urgent  refugee need 
which the Pre sident  recognized as being important to the  nat ional int ere st and  
the Pre sident  author ized  a tra ns fer of $5,700,(XX) in 1969-70 funds from F oreign 
Assis tance  Funds which was used to ass ist  refugees from Communist count ries. 
The Pre sident  also made avai lable to us $5,700,000 in  1970-71 funds by tra ns fer 
for Foreign Assis tance Funds for the  same cont inuing purpose.

The U.S. refugee  program (US RP) ass isted 41,000 re fugees in 1970, and  it  is 
estim ated  that  36,000 refugees will be ass isted in 1971 and  34.000 in 1972, ind i­
cating that  the level has  not subsided to the  level previous to the  1968 cris is 
which averaged 8,000 annual ly. Recognizing th at  we ought  not to continue indefi­
nitely with emergency financing through the  Pre sident ial determ ination  order 
route we are  asking Congress to app rop ria te regular ly to the  p rogram the  funds 
needed. The  m ost rea list ic view of fu ture  levels of needs  is that , while hopefully 
decreas ing, requ irements  will remain for  some years sub stantially above the  
level of the yea rs 1963-1967.

Mr. Passman. What do you mean, “determination order? ”
Mr. Kellogg. A Presidential  determination order. That is, I be­

lieve, the amount o f money tha t was made available to us from AID.
Mr. Passman. The Presidential determination was brough t about 

by the very fact tha t those who administer these programs thought 
they saw a need and got the President to concur in the request. Isn ’t 
tha t the way that works out?

Mr. Kellogg. Yes, sir.
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Mr. Passman. The President  doesn’t review these programs. It  
would be impossible for the President to know any thing about these 
programs, so he has to follow the recommendations of the people who 
administer the programs. Isn ’t tha t a statement of fact?

Mr. Kellogg. Yes, sir, I believe that is correct.

JUS TIF ICA TIO N MATERIAL

Mr. Passman. We will insert the justifications from paces 1 throu gh 10. * s
(The pages follow:)
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Mr. Passman. I note this year you indicate there is no plan to re­
quest an additional amount from tran sfer  for fiscal 1972, because you 
are requesting the total  amount in the present program before us, is 
tha t correct ?

Mr. Kellogg. Yes, sir.
Mr. P assman. Are  you saying that this need will repeat itse lf to the 

same extent tha t it did last year? Where are the justifications to sup­
port  a one-third increase in this  appropria tion 2 years in succession?

Mr. Kellogg. There is actually an increase, sir, of $98,000 between 
fiscal year 1971 and-----

Mr. Passman. But you are including the $2,866,000 transferred from 
AID tha t you did not ask for last year. Today when we look a t the 
grand total of last year it was $8,552,000, but tha t included the 
$2,866,000 that  we thought would be just a one-time proposition. Now 
you are taking what we refer to  as the normal request and the amount 
transferred from AID , and raising the gran d total  up to the sum of 
the two, aren’t you ?

Mr. Kellogg. I believe I can explain tha t, Mr. Chairman.
Mr. Passman. We would like to know what brings this about. This 

is really about a one-th ird increase over what you requested original ly 
last year, isn’t it?

Mr. Kellogg. That is true.
Mr. Passman. We can understand some emergency th at would re­

quire the additional $2,866,000, but now to move it up and say th is is 
your regular appro priat ion, we want to know what justifications you 
have to establish tha t this emergency will repeat  itself in this fiscal 
year.

Mr. Kellogg. I  think perhaps I  can make th at clear, Mr. Chairman, 
if I talk  about the totals available for our programs for the last sev­
eral years. I thin k tha t will demonstrate this.

Mr. P assman. I  don’t believe you are getting the question. You are  
opera ting fiscal 1971 and fiscal 1972 at a level approximately $3 mil­
lion above recent fiscal years, aren’t you ?

Mr. Kellogg. I  don’t believe th at tha t statement is completely accu­
rate, sir.

Mr. P assman. I want to be corrected if I  am wrong. I  am thinking  
in terms of your regular budget  request.

Mr. Kellogg. Yes, sir.

AN AL YSIS OF PRIO R YEAR  FU ND  AV AIL ABILITIE S

Mr. P assman. I t may be well to place in the record a t this point the 
list for the past 7 fiscal years of your regu lar request, the additional 
funds brough t about by a Presidentia l determination and then indi ­
cate the grand  total. You may also place some informat ion in the record 
as to why you did not have the advance knowledge tha t you would 
need this money. Then I think we will understand. Is tha t fai r 
enough ?

Mr. Kellogg. Yes, sir, indeed it is.
(The information follows:)



(In  thousands of dol lars )

1968 ...........................................................
1969 ...........................................................
1970 ...........................................................
1971 ...........................................................

Ava ila ble
re gu la r

appro pr ia tio n

Ava ila ble
Presid en tia l

de te rm in atio n Tota l

58,20 0 . $8,20 0
7,94 6 $271 8,21 7
6,0 50 . 6,0 50
5, 500 125 5,625
5, 511 5,0 19 10, 530
5, 580 3.57 3 9,153
5,686 2,866 8, 552

The Pre sident ial Dete rmination of $271,000 for  fiscal year 1906 was for  un­expected, urgent  needs in connection with  Cuban refugees.  The date of the  Pre sident ’s Orde r was  November 10, 1905, and the  amounts used were to pay for pa rt of the fiscal year 19(50 costs of the ai rl if t of Cuban  refugees from Cuba to Flor ida.  The Cuban refugee ai rli ft program sta rte d in December 1905. The und er­stan ding reached by the Swiss Embassy in Cuba, represen ting  U.S. interests,  and 
the  Cuban Ministry of Foreign Affairs establishing  the  procedures  for  faci lit at ­ing the  movement of Cuban refugees to the  United Sta tes was announced in No­vember 1965. On April 13, 1905, when we appeared  before  thi s committee to re­ques t funds for fiscal year 1960, it was impossible to ant icip ate  the  foregoing developments.

The fiscal year 1908 Dete rmination Order in the  amount of $125,000 was for  unexpected urgent needs in connection with  the Middle Eas t cr isis. The order was signed December 11,19(57, and the funds were made available  on Ja nu ary 11,1908. Subsequent to and as a result  of the Arab-Israeli  wa r of Jun e 1967, large  num­bers of refugees fled from North  Africa  to Ita ly and the  United Sta tes  agreed they would provide  a share  of the cost of the care and main tenance of these refugees. When we appeare d before  this  committee on March 22, 1967, to  reques t funds fo r fiscal year 1968, the se events were not an tici pated by us.
The 1969 D etermination Orde r which  was signed on Feb ruary 17, 1969, was for unexpected urgent  needs in connection with ass ista nce  to Czechoslovak and othe r refugees from Communist countrie s in Europe.  This need arose  because of the invasion  of Czechoslovakia by Soviet troops on August 21, 1908, and the  subse­quent occupat ion of Czechoslovakia by Soviet arm ed forces. These events trig-  

fered an immediate  increase  in the  number of refugees registere d with  the U.S. refugee  program. New reg istratio ns, which had been 2,228 for the first ha lf of 1968 were  19,484 for  the  last  h alf  of 1908. Th is increase was followed by a furth er new reg istr atio n of 35,000 for  1909. This  gre at increase  in refugees seeking our 
assistance had  not been antic ipa ted  on March 26,1968, when we appeared to make our fiscal yea r 1908 request.

The 1970 Dete rmination Order which was s igned on Febru ary  11,1970, was also 
for  urgent needs in connection with assi stance to Czechoslovakia and other ref­ugees. The cris is which was originally caused  by the  invasion of Czechoslovakia 
by the  Soviet Union in August 1908, continued and spread to other coun tries  of Communis t Easte rn Europe . The number of refugees ass isted by th e U.S. refugee program which averaged about 8,000 a  yea r for the  yea rs 1903 through 1907 be­came 27,000 in 1968 and 53,000 in 1909, was 41.000 in 1970 and is estimated at 3(5,000 in 1971. It  was impossible to ant icipate tha t the number of refugees  assisted 
from Communist coun tries  of Eas tern  Europe which had  been in comparat ively  low numbers dur ing the middle sixt ies should reach  and be mainta ined at the 
levels fou r and five times h igher.

ADEQUACY OF 1972  REQUEST

Mr.  P assman. W ith  t hi s hi gh  requ est , whi ch is a bout the  e quiva len t 
of  th e gr an d to ta l fo r fiscal 1971, do  you feel rea son ably sure th at  this  
will  be sufficient to see you th ro ug h fiscal ye ar  1972?
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Mr. K ellogg. Mr. Chairman, as you know better than I, the refugee 
business is a very inexact science, but as we si t here today, my answer 
to you is yes.

Mr. Passman. You still have the authority  to tran sfer  $10 million 
to th is program from activities funded under the Foreign  Assistance 
Act of 1961, as amended, if the President so determines, is tha t 
correct ?

Mr. Kellogg. Yes, sir.

AD MINIS TRATIVE EX PENS ES

Mr. Passman. In last year ’s justifications you indicated $774,000 
was needed in administrative expenses to support the fiscal year 1970 
program level of $11,324,000; is that correct ?

Mr. Kellogg. I believe that is correct.

COM PARISON  OF 1 9 7 1 -1 9 7 2  REQ UES T FOR AD MINIS TRAT IVE EX PENSES

Mr. Passman. This year you indicate tha t $950,000 will be needed 
for admin istrative expenses to support the fiscal 1972 program level 
of $8,650,000; is tha t correct ?

Mr. Kellogg. I want to make sure tha t I unders tand your question.
Mr. P assman. In  fiscal year 1970 you wanted $744,000 to administer 

a program level of $11,324,000. This year you want $950,000 to ad­
minister a substan tially lower p rogram of $8,650,000, so relat ing the 
administrative amount percentagewise, this is a substantia l increase 
in adminis trative expenses, is it not?

Mr. K ellogg. I believe, sir , if I read the figures correctly, that  the 
administrative  cost for 1971 was set at $998,000 to administer a total 
program appropria tion of $8,552,000.

Mr. P assman. It  can best be unders tood if we will both go to  the 
same document. Let ’s look at the fiscal year 1971 justification back 
on page 1. You have stated, item 5, administrative, $774,000, which 
you would use to handle an adjusted  appropria tion of $11,324,000. 
Am I covering i t correct ly? Look at the figures to pin it down, column 
3, where it says, “Total.” Is th at correct?

Mr. Kellogg. Yes, sir.
Mr. Passman. Let’s go to the same justifications on page 1 this 

year. You want $950,000. Yet, the total  adjusted appropria tion is 
$8,650,000; is that  correct ?

Mr. Kellogg. Yes, sir.
Mr. P assman. I guess there is a reason, gentlemen, but I wish you 

would put something in the record that  would show why you need 20 
percent more money to administer a program th at is lower.

Mr. Sobotka. Mr. Chairman, may I try  to answer that, sir?
Mr. Passman. Yes; certainly.  Did you say try  to answer it?
Mr. Sobotka. Yes, s ir; try. The figure la st year, as you know, was 

based on our total appropria tion request of $5,787,000, which was a 
limit imposed on us by the Bureau of the Budget. At the time of the 
last hearing we indicated to the committee that  we did have available 
some determination-order funds from the P resident to supplement this 
because of the larger number of refugees, but we, at the same time,
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felt that we might need additional funds in 1971, if the number of 
refugees did not decline sharply. The official appropria tion request 
last year was based on a hopeful assumption tha t the number of 
refugees would decline sharply. They declined somewhat, but not  th at 
sharply. Therefore we had to apply, in addition to the funds which the committee provided us last year for admin istration, an additional 
amount of $266,000 from the determination-order funds, raising 
our total t hat  we required for adminis tration to $998,000. This amount 
was in rela tion to a to tal program cost of $8,552,000. Fo r 1972, with a 
slight increase in our total program to $8,650,000, we have been able 
to arrange for a small decrease of $48,000 in the administrative re­
quest. The Office of Management and Budget, in its review of our 
budget request this year, asked us to prepare the whole budget, in­
cluding the admin istrative portion, on the basis of no new determina­
tion order, but to seek from the committee fo r 1972 the full amount 
required, on the grounds tha t we could no longer say tha t we had an 
emergency situation tha t we couldn’t foresee.

Mr. Passman. In fiscal year 1970, you also had a limitation of 
$774,000 to adminis ter $11,324,000. Simply stated, did the Director  of 
the Budget place a limit that  was actually too low for administrative  
expenses, and you got them to relax it to permit  you to increase i t?

Mr. Sobotka. Yes, sir;  they agreed we could use some of the deter­
mination orde r funds to increase it.

Mr. Passman. Wh at would the outcome have been if they had not given you that  permission ?
Mr. Sobotka. I believe that  we would not have been able to carry out the program as effectively and as economically as we did, sir.
Mr. P assman. In  what areas would there have been neglect?
Mr. Sobotka. We would have had a great deal of difficulty in meet­

ing the needs for field supervision on the one hand, and for the re­
quirements of  p lanning and supervising the program from Washing­ton on the other.

18-M 0N T H  LANG UAGE AU TH OR ITY

Mr. Passman. Is it not true you need language making $7,650,000 
of the amount requested available until December 31, 1972, because 
some of the organizations operate on a calendar basis ?

Mr. Kellogg. That  is correct, sir.
(Discussion off the record.)
Mr. Passman. You are requesting a continuation of the old language.Mr. Kellogg. Yes, sir.

presidential determination order availability

Mr. P assman. You indica te on page 3 tha t you do not seek to require 
a Pres idential de termination for  fiscal 1971. If  I  read the table on page 1 correctly, i t appears  tha t you have already had such a determination; is tha t correct ?

Mr. Kellogg. No; we have not had a determination order in 1971, sir.
Mr. Passman. Let ’s look at page 1 of the justifica tion where you show 

funds from Presidential determination , item 3, “Refugees from Euro-
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pean Communist Countries” (U SR P) , $2,600,000, “Adm inist ration” 
$266,000. Tha t is a Presidential determination, is it not?

Mr. Kellogg. From the prior year; yes, sir.
Mr. P assman. We are talkin g about fiscal 1971. This is applicable  

to fiscal 1971; is it not ?
Mr. Sobotka. These funds  were approved by the President  in  fiscal 1970, sir.
Mr. P assman. However, it is applicable to fiscal 1971. I believe we 

established earlier tha t it increased your original request by $2,866,000, 
so as to make a g rand  total for fiscal year 1971 of $8,552,000.

Mr. Sobotka. Yes, sir. These funds, Mr. Chairman, were funds 
from the prio r year determination order, which were obligated but 
were not expended and are carried  over.

Mr. P assman. But  we appropriate by fiscal years. As far as the 
appropriation  it  is made on a fiscal year basis, and even though i t was 
in 1970, the  de terminat ion was applicable to what we refer to as the 
fiscal 1971 appropria tion, is tha t correct?

Mr. Sobotka. Yes, sir.
Mr. Passman. Some day I would like to see our Government go 

on a calendar  year basis. I t makes it  a b it confusing. We don’t want 
to quarrel about this , bu t we are still dealing with the  fiscal year 1971 
operation.

You state on page 4 of the justifications:
It  may well be necessary to adjust the estimated amounts for each program 

activity within the limits of the  total  appropriation in order to meet the chang­ing requirements and conditions.
You have already been doing this, have you not?
Mr. Kellogg. We have done tha t in the past, yes, Mr. Chairman.

PROPOSED CONSOLIDATION OF ICEM AND USRP

Mr. Passman. Each  year we br ing up the subject of the possible 
consolidation of the Intergovernmenta l Committee for European 
Migration with the U.S. refugee program. When I was in Geneva 
this past year, I  had several conversations with our people over there. 
While the two programs may perform different functions they both 
deal with refugees, and I believe could be combined. We were encour­
aged to believe that  tha t was possible. What is your th inking on that ? 
We are speaking of item 1, the Intergovernmental Committee for 
European Migration, and item 3, Refugees from European Commu­
nist Countries. Why couldn’t those two be consolidated?

Mr. Kellogg. One reason, s ir, is th at merging USRP, with ICEM , 
would mean tha t US RP would lose its stric tly American character.

Mr. P assman. So what, if  you save money ? We have personnel there, 
do we not ?

Mr. K ellogg. Yes.
Mr. Passman. Could you accomplish the same thin g by 

consolidating?
Mr. K ellogg. I do not believe so, no. Fi rst  of all, the United  States 

would lose its direct image and concern for nationals  of Communist 
countries, and it would leave the impression in Europe that the United 
States  is no longer interested in the plight  of these individuals.
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Mr. P assman. We would have as strong a voice as the other members, would we not  ?
Mr. Kellogg. But there are 31, sir, where in the case o f the USRP it is the image, it is the U.S. effort in Europe.

AD MINIS TRATIVE EX PENSES

Mr. P assman. We do have organizations where one-third or more of the total appropriation goes pure ly for admin istrative expense. You are f amil iar with that.
Mr. Kellogg. Yes, sir.
Mr. Passman. We are looking at your justifications here in a lump sum. You actually have five organizations operating  out of th is appro­priation. Each one is a complete organization within itself, that is : the 

Intergovernmental Committee for European Migration , the United 
Nations High Commissioner for Refugees, Refugees from European  Communist Countries, Refugees from Communist China, and the Inte r­nationa l Committee of the Red Cross. There are actually five organiza­tions working out of th is total appropria tion you are requesting. We 
know that the more pieces you break it into, having a separate  organ­ization to administer each of them, certainly it will increase the ad­ministrative expenses. We won’t belabor the point at this time, but 
this committee may wish to go to Geneva and have a good, close look, and see where these people are domiciled, how close together they are, and how closely related this  work is. After all, we do have to borrow this money to pay for these programs and, i f there  is some way tha t we 
can administer  them more efficiently and cut down the  percentage of 
the total appropriation tha t goes for administra tive expense, I think the better off we will be and maybe the  better the program will be. 
Have a look at it and put something in the record as to the pros and cons.

Mr. Kellogg. We will certainly  be glad to do that.
(The informat ion follows:)

U.S. refugee program (USR P),  from i ts inception in  1952, has  assured on a h igh priori ty basis, the  prompt and  effective reception, inte rim care, and rese ttlemen t abro ad of refugees from Ea st European Communist countries . This  priori ty program was estab lished for  two poli tical  purposes: to serve as a str iking  and conspicuous symbol of U.S. lead ersh ip in huma nit ari an  concern for victim s of persec ution; and equal ly as a demonstra tion,  to those who remain under to tal i­ta ria n control, of the  sinceri ty of our  broad  effor t every where to sus tain and promote the att ain me nt of ins titu tional  and individual freedom.  To the  many millions of rela tive s and friend s of the refugees who rema in in Euro pean  com­mun ist count ries, our  hu ma nit ari an  concern through USR P assi stance is a source of f ait h in the United Sta tes  as a  determined opponent of  to ta lit ar ian oppression, and  also of hope for  ult ima te f reedom.
Such p riority  effo rt in behalf of those who have repudiated Communist regimes could not  be assured through the Intergovernmenta l Committee for  European Migration  (ICEM). The flight of refugees from Communist countrie s raises delica te political problems for  asylum governments  in their  rela tionship s with  the neighboring Communist regimes. These problems can lead  to severe con­trove rsy, and tensions—both inte rna tional  and domestic—especially for  countries of first  asylum. We could not count upon continu ity and  stabil ity  in policy and effort on the pa rt of 31 nat ions in a program whose priori ty res ts upon a political as well as a huma nit ari an  base. Pol itica l changes affecting member governments could bring  challenge to such prio rity , and could easily work aga inst  the  effectiveness of opera tions. Moreover, as has  been the case in the past , changing polit ical developments in Eas t Europe  and  changing pat terns
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of the flight of escapees could bring the need fo r special prior ity efforts within 
the program in support of parti cula r U.S. political objectives. There would be 
no way to guaran tee such priority effort under a 31-nation program.

The members of  ICEM have diversified interests and national priorities. The 
asylum countries contribute to ICEM and to United Nations High Commissioner 
for Refugees (UNHCR) to faci litate  the emigration of refugees from or thei r 
integra tion in thei r territor ies. They also provide camps, basic care, and 
utili ties and many other services. I t is unlikely tha t they would or could expect 
their  own taxpayers to agree to also increase their  contribution to ICEM to 
cover the resettlement processing and other essential  supplementary services 
now provided by USRP. In addition, they would be unlikely to rely predomi­
nantly  on American voluntary  agencies as does USRP, and thus the American 
world image of humanitarian concern for refugees would be fur the r reduced.

Latin  American nations in ICEM attach priori ty importance not to USRP 
refugees but rath er to the selective migration of national migrants  to thei r 
countries. Adequate additional  contributions from them to. ICEM for processing 
refugees for worldwide resettlement would be unlikely, nor could we expect 
them to support first priority  effort in ICEM operations for such purposes. 
Other countries of immigration make their  contributions largely in the form of financing ICEM movements to their  countries in furtherance of their  priority  
domestic policies and programs. Here again it seems evident tha t their  support 
of a USRP-type program by ICEM would often be competitive with tradi tiona l interests in ICEM.

For the reasons cited at  the outset, the U.S. priority interest lies in the refugees. 
USRP provides the leadership which sparks the effective interna tional mechanism 
for the resettlement  of these refugees, and promotes tlie confidence and part ici­
pation of governments concern. Both the human itarian and the i»olitical intere sts 
in this program are compelling and vitally related to our objectives vis-a-vis 
Communist countries and to our  world image and leadership. In our opinion, the 
modest costs of the USRI’ are  small indeed in relation to its importance in the 
pursu it of basic U.S. foreign policy objectives.

There are other considerations also which should be cited. A merger with 
ICEM or any other international organization, regardless of how administered,  
would leave the inescapable impression among refugees from these countries t hat  
the United States was no longer in terested in th eir plight. Such a  merger might 
well be misconstrued by elements of the American public as signaling U.S. apathy 
toward these refugees and serve to alienate influential ethnic groups in tlie 
United States whose continued understanding is vital to the successful imple­
mentation of our refugee programs. This would fur the r undermine the image of 
America’s leadership in aiding refugees and have a calamitous effect, particularly  
on the small though highly dedicated and motivated U.S. ethnic-oriented volun­
tary  agencies assisting Eastern  Eurojiean refugees.

Eligibility fo r USRP assistance is predicated on, among other crite ria, security 
screening of each individual to preclude the expenditu re of U.S. Government 
funds for criminals, anarchis ts, Communists, and subversives. This security 
screening could be difficult to administer as stringently under the aegis of an 
international organization.

Moreover, involving ICEM in the provision of supplementary ca re and mainte­
nance and individual resettlement  counseling to refugees would constitute a major 
departure from ICEM’s basic role of providing transportat ion assistance. It is 
questionable whether member governments of ICEM would endorse such a de­
parture.

It  is also problematical whether any substantial administrat ive economies 
would ensue from such a merger. It  would still be necessary for the Office of 
Refugee Migration and Red Cross Affairs in Geneva (RMRC/Geneva) to main­
tain  liaison with international refugee and related organizations, supervise the 
expenditu re of U.S. Government funds, and report on significant developments 
and trends in the refugee and related fields. Any administrat ive savings effected 
at  RMRC/Geneva by such a merger would be offset by addi tional requirements 
for ICEM.

U.S. ASSISTANCE TO REFUGEES

Mr. P assman. Would  you please put a table in the  record simila r to 
the one which appeared on page 49 of last year ’s hearings, showing the



total U.S. assistance to refugees for fiscal year 1970 under the various programs.
Mr. Kellogg. Yes, sir.
(The information follows:)

U.S. ASSISTANCE TO REFUGEES FOR FISCAL YEAR 1970

Categories of 
refugees assisted

Program managed 
by— Source of f unds

Am ount of 
program 

assistance

Value of 
Public Law 

480, 
funded by

Depart ­
ment  of 
Ag ricu l­

tu re 2 Tota l

Refugees in Europe and else- State AI D____ ____ Foreign assis tance.. . $3,200 ,000 $3,600 $3,203,600where , from  European Com­
munist  countries.

Chinese refugees in Hong ........ do......................... ........ do........... . ......... 500,000 773,500 1,273,500Kong and Macau.
Refugee students f rom southern State ................. ......... Sta te ..__________ 875,524 875,524

Afr ican coun tries in the
United States.

Refugees from  southern Afr ica AID.............................. Foreign ass istance.. 600,000 600,000in other AF countries . 
Palestine Arab refugees_______ UN Relief and Works ........ do..................... . .  2 23,200,000

Various categories of alien

Agency fo r Pales­
tine refugees in 
the Near East 
(UNRWA).

AID..............................
UN High Commis- Foreign assistance. 1, 000, 000

951,600 24,151 ,600 
1,000,000refugees world wide.

Refugees moved from Europe,

sioner fo r Refugees 
(UNHCR). 

Intergove rnmenta l ____ do..................... . .  3 3,0 00,000 3, 000,000the Near East and o ther 
areas.

Vietnamese refugees displaced

Committee for 
European Migra­
tion (ICEM).

AID................... .......... ........ do..................... . .  35,449 ,000 25,000,000 60,449, 000wi th in South Vietnam.
Laotian refugees displaced AID........................... ____ do....... ............. . .  ‘  12,300, 000 1,938,000 14, 238, 000wi th in Laos.
Cuban refugees in the  United HEW.................... . ____ do__________ . 87,412 ,000 87,412, 000States.
Various sub-Sahara African........ AID.............................. Agricultu re______ 1,372,800 1, 372,800groups.
Refugee nationals in  Indones ia. . AID.............................. ........ do..................... 264, 000 264, 000

Tota l. ...............................................................................................................  167.536,524 30,303 ,500 197,840,024

1 At  Commodity Credit Corporation costs and inc lud ing  transporta tion .
2 Includes $8,900,000 in  Public Law 480 commodities valued at wor ld marke t prices.
3 Includes national migrants to Lat in America.
* Includes estimate of air sup port costs att ributa ble  to  refugee assistance.
Note:  Although not reflected in the tab le the  Department of Defense renders assistance to refugees where  essential in cer tain  s ituations.

Intergovernmental Committee for European Migration

Mr. Passman. The Intergovernmental Committee for European Migration  is the first program. The fiscal 1972. estimate is $3,250,000, 
which is $250,000 above the program level of fiscal 1971. I believe Mr. Shriver previously asked tha t question.

Mr. Kellogg. Yes, sir.
Mr. Passman. Would you, at this  point, elaborate a bit  more as you indicated you would earlier, on the  need fo r the increase. P ut  i t in the record.
(The informat ion follows:)

As was indicated earli er in the testimony, the increased request of $250,000 for the Intergovernmental Committee fo r European Migration (ICEM) is pri-
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marily because of our estimate of increased movements of refugees from 52,000 
to 58,000, in 1972. We have estimated this increase because we believe t ha t the 
continued unres t in Easte rn European countries together  with repressive meas­
ures designed to exercise greater controls over the population are likely to result 
in large r numbers of refugees leaving the Communist dominated areas  with 
resu ltan t increase of the demands upon ICEM to move these people. In addition, 
we are  very hopeful tha t by 1972 the U.S.S.R. may be willing to permit the exit 
of gre ater numbers of Soviet Jews to augment those now being moved by ICEM. 
Our increased estimate and request for funds is designed to permit ICEM to 
fund the additional movements which we anticipa te will develop.

Mr. Passman. You s tate the increase is needed to  meet the increas­
ing demand on your operations. Have the number of refugee move­
ments increased over the last several years ?

Mr. Kellogg. The number has not been decreasing.
Mr. Passman. I  meant they have been increasing. Tha t is how you 

just ify an increase in the program.
Mr. Kellogg. We expect, Mr. Chairman, an increase in  1972, and 

a r ather substantial one. The total number of refugees th at  we expect 
to be handling in 1972 is 58,000, which added to migrants makes a 
tota l of 81,000.

Mr. Passman. If  you will, please put a table in the record at this 
point, for the past—are you quoting calendar or fiscal years ?

Air. K ellogg. Calendar.

NUMBER OF REFUGEES AND APPROPRIATION REQUESTS, 1965 -7 0

Mr. Passman. Place in the record if you will, 1965-70 inclusive, 
tha t gives us 6 years, the number of refugees handled and the appro­
priat ion request for  this item. Give us your estimates for fiscal 1972.

(The inform ation follows:)
U.S. CO NT RI BU TION S TO ICEM AND  NUMBER OF MOVEMEN TS 1965-72

U.S.
contribution

Movements of 
migra nts

Movements of 
refugees

Total
movement

1965......................................... ._______ _________ $4, 553,578 29,688 37,343 67,031
1966 ____________ _____ ...............................  3,85 2,062 23,0 90 30,452 53, 542
1967 ......................................... _______ _______ 3, 350,000 20,414 35,41 0 55,824
1968 ........ ................. ............. .......... .................  2,5 00, 000 29,319 51,070 80,3 89
1969 ____ ____________ ................................ 3, 550, 000 30,189 59, 528 89,717
J970 .................................................................. 3, 000, 000 26, 541 52,357 78,8 98
1971 .................. .. 3,0 00, 000 28,200 52,000 80, 200
1972 *......................... - ........... ................................ 3,25 0, 000 23, 000 58, 000 81 ,00 0

* Estimated.

Mr. Passman. Would you be in a position to make any help ful e sti­
mate of future  year workload ?

Mr. Kellogg. I  believe, sir, it is difficult enough to look into the 
future as f ar ahead as 1972, and to go beyond t ha t I thin k would be 
very hazardous.

CONTRIBUTIONS AND MEMBER COUNTRIES OF ICEM

Air. P assman. Mr. Director, would you also place in the record a list 
of the 31 member governments by  name and the  amount each contr ib­
utes to ICEM?

69-20 8 O—71—pt. 1- u
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Mr. Kellogg. Yes, sir.
(The information follows:)

GOVER NM ENT AL CO NT RI BU TION S TO ICEM IN CA LEND AR  YE AR  1970

Country
Percent of

Country Amount
Percent of 

totalAmount total

Arg ent ina_______________ . . .  $104,296 0. 55 Luxe mbo urg________ _______  $8,821 .05Australia_____ ______ . . .  10,789,581 56.62 Malta______ _____ ............... 128,950 .68Au str ia______ ____ ______ . . 49, 644 .2 6 , Net herlands................ _______  606,390 3.1 8Bel gium........ ........... ........... 147,030 .77 New Zealand 1______ _______  31,217 .1 6Bo livi a__________________ 3,958 .02 Nica ragu a................... ............... 3,958 .0 2Br az il___________________ 99,126 .52 Norwa y....................... ............... 23,283 .12Canada 1................................. 8 1 0 ........ Panama____________ _______  4,708 .0 3Ch ile ______________ . . . 24,026 .13 Para guay___________ ............... 3,958 .02Colombia________________ 33,776 .17 Peru........ ................... _______  8,149 .04Costa Rica ________________ 4, 058 .02 South Afric a................. ............... 1, 235,707 6. 49Den mar k_______________ 27,940 .15 Sp ain______________ _______  201,441 1.07Dominican Repu blic_______ 3,958 .02 Sweden 1 ....................... _______  14,235 .0 7Ecu ad or .______ __________ 17,439 .09 Switze rlan d_________ _______  137,277 .7 2El S alv ador_____ _________ 4,558 .02 United S tat es________ ..............  3,0 00,000 15.74Germ any________________ 601,519 3.16 Uruguay____________ _______  4,65 6 .0 2Greece___________  . .  .
Honduras.................. . ...........

452,054
3,958

2.37
.02

Va tic an 1 ...... ........... .. _______  10,000 .0 5
Is ra e l. .................. ...............
Ita ly___ ________________

766,166
500,000

4.02
2.63

To tal .................. ............... 19,056,647 100.00

1 Not member of IC EM.

U.S. PERCENTAGE OF CONTRIBUTIONS TO ICEM

Mr. Passman. What is the U.S. percentage of the total of 31 ?
Mr. K ellogg. Do you want the percentage and the  dollars ?
Mr. Passman. Just  the percentage.
Mr. Kellogg. 15.74, sir, for calendar year 1970.
Mr. Passman. Rounded out, about 16 percent. How does th at com­pare to previous years ?
Mr. Kellogg. In calendar year 1969 we contributed 18.05.

OTHER COUNTRY CONTRIBUTIONS TO ICEM

Mr. P assman. Take the  16 percent, what na tion is closest to us?
Mr. K ellogg. Australia, for example, sir, contributed 56 percent.
Mr. Passman. I  believe though they get a large number of trainees 

going into Australia. Tha t accounts for thei r willingness to contribute this  large percentage, does it not ?
Mr. Kellogg. Th at is so. sir. I would like to add, if I  may, that most nations  that  contribute to ICEM  have a reason for so doing.
Mr. P assman. I  appreciate t ha t very frank statement. I have always known tha t and I think you are the first man who ever admitted it. You take a lot of these European nations. We have A.I.D. people on the 

Development Assistance Committee in Paris whose job it is to get other 
nations  to put up littl e tidbits. If  you look at it, 95 percent o f all the money these other nations  put up feeds right  back into thei r former 
colonies, where they have very strong and profitable trad e agreements. Ju st as you say, they have a reason, whereas ours is just because we are 
a wealthy country and we want to help underdeveloped nations and 
underpr ivileged  people. Isn’t it just about tha t simple? Tha t is our main interest?

Mr. Kellogg. We have an interest in bring ing refugees into this country  also, sir, which we do under the ICEM program.
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Mr. P assman. That is not our main objective, to  bring in train ed 
personnel, is it ?

Mr. Kellogg. No ; I  wouldn’t say so.
Mr. Passman. That is what I  thought.

FU N C T IO N S OF  IC E M

Pu t a s tatement  in the record in a simplified form as to the actual 
functions of ICEM.

Mr. Kellogg. Yes, sir.
(The information follows:)

FUNC TIONS OF ICEM

The Intergovernmental Committee for European Migration (ICEM), with a 
membership of 31 free-world governments, was established in 1951 to facil itate 
the movement of national migrants from overpopulated areas  in Europe and of 
refugees from countries of first asylum who could not otherwise be moved. Mem­
bership in ICEM is open only to governments which support the principle of the 
free movement of persons. ICEM provides efficient and moderately priced t ran s­
port and supporting services to insure tha t embarkation, movement, and recep­
tion of migrants is conducted efficiently. I t helps to fac ilitate the financing of the 
movements by combining the contributions of the migrants, of emigration and 
immigration countries, of voluntary  agencies, and of other interested govern­
ments. It  also serves to assis t governments in planning and developing their 
national migrat ion machinery, including the provision of services for the selection 
and processing for resettlement of migrants and refugees in Europe and for their 
reception and placement in countries of immigration.

ICEM arranges , on a high-priority basis, for  the expeditious resettlement of 
refugees from Eas tern Europe to countries of final resettlement,  largely overseas. 
In recent years well over 60 percent of the total number of persons moved by 
IOEM to resettlement  countries  have been refugees. With the improvement in the 
economies of many European countries, ICEM in its national migrant program 
now places emphasis on moving persons who are selected for the ir skills and 
other qualifications who will be of maximum benefit in meeting the needs of 
countries of immigration, particularly  in Latin America. Countries with excess 
populations such as Greece, Italy, Spain, and the Netherlands provide the princi­
pal source of skilled migrants  from their  own people, in addition to qualified 
refugees who s till continue to flow into Western Europe from Easte rn European 
countries and North Africa.

It  is in the interest of the United States to support ICEM as a skilled and 
tested organization which has brought order in the hithe rto unplanned field of 
international migration and which provides machinery for reducing the political 
and economic problems caused by accumulations of refugees and of excess popu­
lations. The political advantages of reducing the human problems arising from 
the flow of refugees is in our  national interest as is the provision of skilled and 
needed types of people in developing countries, particularly  in Latin America, 
where ICEM also is helping to develop group agricultural settlements which 
include predominantly native farm settlers assisted by a nucleus of experienced 
European refugee or migrant farmers.

ST AFF  OF  IC EM

Mr. Passman. How big is the staff of ICEM  ?
Mr. Kellogg. May we supply tha t for the record, Mr. Chairman? 
Mr. P assman. Yes, but I would like to get a little  information now if

I could.
Mr. Kellogg. As to people, sir ?
Mr. P assman. Yes. I want to know the number of people. Also place 

in the record the ir actual functions performed.
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Mr. Kellogg. We will be glad to furnish that, sir.
(The informat ion follows:)
The total number of i>ersonnel on the s taff of the Intergovernmental Committee for Euroi»ean Migration (ICEM) is 524. This is made up of 80 professional (officer level) and 444 nonprofessional (clerical and administrat ive) positions.ICEM is broadly organized in two pa rt s: the headquarters  and the liaison missions and representatives.
The headquarters is responsible for  overall direction, supervision, and imple­mentation. The headquarters  is divided functionally into the following depa rt­ments :

Office of the Director.
Department  of Administration.
Department of Budget and Finance.
Department of Transport.
Department of National Migration and Refugee Assistance.Department of Latin American Programs.Auxiliary Services.

Liaison Missions and Representatives are located in :
Argentina.
Australia.
Austria.
Belgium.
Brazil.
Chile.
Colombia.
Costa Rica.
Ecuador.

Germany.
Greece.
Hong Kong.
Italy.
Peru.
Spain.
South Africa, Republic of. 
United States.
Uruguay.

The functions of the liaison missions and representatives ar e :(a) Render the government of the country in which the  mission operates any assistance which may be required to promote migration within the established policies of the ICEM governing bodies.
(b) Cooperate with the government in formulating programs of movements under the auspices of ICEM and provide the Government upon request with such advice as may be necessary for the development of migration plans.(c) Keep the director informed of the progress of each program or function and submit to the director proposals for the annual program and budget estimates, staffing requirements, etc.
(d) Establish and handle the operational and technical services necessary for the execution of the ICEM programs, and the decentralized adminis trative, financial and public relations services of the committee.
(e) Keep the director informed on the economic, social, and political trends of the country with a special view to modifying the activities of the committee in the light of these conditions and trends.
(f) Cooperate with diplomatic and other representatives of member govern­ments in the a rea of the mission and with representatives of other international organizations interested in or dealing with migration matters.(g) Maintain relationships and coordinate the work of ICEM as applicable with the national voluntary agencies and thei r counterparts  of international voluntary agencies, selection missions, etc., to ensure that  migration matters are dealt with in the manner prescribed by the  interested  member governments, as well as carried out in the manner prescribed by the director.
Mr. Passman. Do you have any informat ion on tha t now ? 
Mr. Kellogg. No, sir.

ADMINISTRATIVE EXPENSES--- ICEM

Mr. P assman. Could you tell us the amount of the adminis trative expense for ICE M ?
Mr. Kellogg. Yes, s ir; I can. The estimate for 1971 of the adminis­trat ive program for ICEM is $2,567,750.
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Mr. Passman. That is the administrative personnel cost.
Mr. K ellogg. Yes, sir. We earmark o ur contribution between oper ­

ations and administration, and of the amount that we give to ICEM , 
$800,000, goes towards their administ rative budget, based on a formula 
agreed upon between the 31 countries.

(Discussion off the record.)
Mr. Passman. I don’t want to leave the record showing $2,800,000 

of the total  goes purely for  administrative expense. That represents 
the total  figure of all nations, does it not ?

Mr. Kellogg. That is correct. Mr. Chairman, as you know, we are 
asking for $3,250,000 for ICEM.

Mr. P assman. You are asking for $3 million, aren’t you?
Mr. K ellogg. $3,250,000. Tha t is specifically distribu ted as fol lows: 

$800,000 for ICE M’s adminis tration  and the balance for operations.
Mr. Passman. That is about 25 percent for administration . T ha t is 

rather high, isn’t it, as we think of it in terms of administ rative  expense 
for an agency of this type.

Mr. Kellogg. Sir ; they must have a sufficient staff to handle the 
thousands of refugees they are moving all over Europe to as far  away 
as Australia , Canada, and the United States.

DISTRIBUTION OF ICEM ADMINISTRATION EXPENSES

Mr. P assman. Give us a breakdown in the record of what the admin ­
istrative expense is comprised of.

Mr. Kellogg. Are you now speaking, sir, of the overall ICEM 
budget or simply tha t pa rt which we give them ?

Mr. Passman. We had better limit it to the appropria tion request 
here. Don’t you think that  would be better?

Mr. Kellogg. I  can do it eithe r way.
Mr. Passman. I  t hink  it would be better to limit  it to th is request, 

because that way it is easier to understand.
(The information follows:)

For the year 1971, t hat par t of the U.S. contribution to the  Intergovernmental 
Committee for European Migration attributable to ICEM’s administrative ex­
penses is $800,000 ($796,570). This amount is not earmarked for any part icu­
lar  type of exj>enses and we assume it will be distributed across the budget 
proportionately.

ICEM estimated adminis trative expenses 1911
Personnel costs, salaries, allowances-------------------------------------- $2, 200, 900
Administrative trave l----------------------------------------------------------  56, 000
Communications__________________________________________  58, 000
Rent and maintenance of faci lities ------------------------------------------ 87, 550
Office supplies and equipment_______________________________  71, 800
Other costs_______________________________________________  93, 500

To ta l ______________________________________________________  2,56 7, 75 0

ICEM— 20 TH  ANNIVERSARY CEREMONY

Mr. P assman. In the administrative budget  for fiscal 1971, I note 
there is an item for $40,000 for observance of the Committee’s 20th 
anniversary. What kind of an observance did  you have, and where?
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Mr. Kellogg. This is still pending, Mr. Chairman. It  has not yet 
taken place.

Mr. Passman. This smacks of waste. Can you give us a little 
explana tion ?

Mr. Kellogg. I heard thi s mat ter discussed for the first time  when 
I was at the meeting in Geneva th is fall, Mr. Chairman.  It  was fo r­
mally adopted by resolution. I think it  was a suggestion by the ICEM 
management. I thin k they had in mind a film showing some of the 
work that  they do, and certa in publications, and possibly following 
the pattern of the  UNHCR, a record which actually  in the case of 
the UNHCR has turned out to be a moneymaking proposition. This 
is my impression gained at that  meeting in Geneva.

Mr. Passman. But  you are still thinking  of spending $40,000 for 
observance of the committee’s 20th anniversary.

Mr. Kellogg. Mr. Chairman, may I add the main purpose of this 
observance is to attr act  the attent ion of governments and of private 
sources to the work which ICEM  is doing in behal f of the refugees, in 
the hope tha t it will increase the contributions from other govern­
ments, and also will provide some private  funds. The United Nations 
High Commissioner for Refugees has had a very successful effor t in 
terms of using events of this kind as fundra ising  devices, and this is 
what  this would be for, sir.

Mr. Passman. Is it going to make you any better ?
Mr. Kellogg. I don’t think  the United States-----
Mr. Passman. Don’t you think other  nations, who are within spi tting  

distance of these problems and living with them, are just as familia r 
with the operation as we are? I don’t want to be unfai r about th is but 
we have been so lenient over the years with  all of these programs, and 
an awful lot of money is squandered. As applied to governments, I 
don’t think  you are going to impart any inform ation to Austral ia or to 
Geneva where this organizat ion is domiciled. Do you think you are 
going to enhance their  appreciation of the program ?

Mr. K ellogg. Mr. Chairman,  the Director, Mr. Thomas, whom you 
know-----

Mr. Passman. I  know him. He is a nice fellow.
Mr. K ellogg. H e feels on the basis of his discussions with members 

of other governments, th at the function of ICE M is not fully under­
stood and tha t this kind of an effort would be useful in the final 
analysis in increasing the donations from other governments.

Mr. P assman. It  is not just the  $40,000.1 am just making a record on 
this because this  is just one of the hundreds of thousands of other items 
that  is going to help make up the $20 billion deficit this  year. From 
1 ittle acorns big trees grow. This is something new, isn’t  it ?

Mr. Kellogg. This  is a one-time effort.
Mr. P assman. They  have  ha d 19 anniversaries, haven’t they,  up  to 

this point? Th at is what this is, isn’t  it, observance o f the organiza­
tion ’s 20th anniversary? They had 19 anniversar ies prio r to th is one, 
didn’t  they ?

Mr. Kellogg. Yes, sir.
Mr. P assman. And thi s is the  only one tha t we are going to  spend 

$40,000 on fo r observance?
Mr. Kellogg. I t is prim arily  a fund- raising effort, sir. They hope 

tha t they will more than get the money back.
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Mr. P assman. I  nev er he ard of  fu nd  ra is ing to  be  ca lled an obse rv­
ance. Let ’s g et  th e exact  la nguage , an d no t get th is  confused . I  th in k I  
know wh at  it  is. We have o ther  clambak es go ing  on  in ma ny  of  these  
in te rn at iona l o rganiza tio ns . Some of  them  ar e re all y h um din gers,  espe­
cia lly  if  you  go t ou t to  t he  As ian  De velop ment Bank. You are rea lly  
go ing  to  find where th e money is go ing  dow n th e drain.  I wish you  
cou ld g et  off the d efensive and g ive  us the a ctu al fac ts so  we can see  if  it 
is fo r rep res en tat ion allowan ce fo r all of  you t o ge t to ge ther  a nd  b ra g 
to each  o the r. I  im agine  th at  is wh at it  is, a n ice lit tle  p ar ty  to  observe  
the  a nn ive rsa ry. T hat  is usua lly  wha t yo u do on a nnive rsa rie s, isn ’t it?

Mr.  Sobotka. I th in k there is a fund -ra is in g pu rpose behin d it.
Mr.  P assman . T ha t is wh at  I  am t ry in g  to  es tab lish fo r t he  r ecord. 

I sus pec t these na tio ns  know  ju st  as mu ch ab ou t th is  o rgan izat ion as 
we do. I t  wou ld be unbel ievable th a t they  wo uldn ’t  because they  can 
ju st  w alk  ou tside  a nd  alm ost  look o ver  i nto Yu gosla via  w here some of  
these p eop le a re  coming  fro m,  can’t th ey  ?

Mr. K ellogg. Yes,  sir .
Mr.  P assman. Th ey are a lo t closer to  t hese pro blems  t ha n we are.  

W ou ldn’t you thin k th at ?
Mr.  K ellogg. Yes,  sir .
Mr.  P assman. I  don’t t hi nk  you are  going  to  im pa rt  any knowle dge  

to  them ab out th is.

U nited Nations H igh  Commissioner  for Refugees (U NH CR)

Th e next  prog ram, ve ry briefly , is th e Uni ted Na tio ns  H ig h Com­
mis sion er fo r Refugees. For fiscal 1972 th e es tim ate  is $1 millio n, th e 
same as l as t yea r. I s t ha t co rre ct  ?

Mr. K ellogg. I t  is en tir ely cor re ct ; yes, sir.
Mr . P assman. W ill  you  expla in  brie fly th e du tie s of  the  U NHCR? 

Spell  it  out  and p ut  it in th e record.
Mr. K ellogg. Yes, sir.
(T he  in form at ion fo llo ws:)

DUTIES OF THE UN HC R

The Office of the United Nations High Commissioner for Refugees was estab­
lished in 1951 by the United Nations General Assembly primarily for the purpose 
of securing interna tional legal and political protection for refugees. He was also 
charged with promoting solutions to refugee problems.

The first and most important element of legal and political protection is to 
assure tha t the repatriation of refugees is voluntary, tha t refugees are  never 
forcibly repat riated and that they are given effective asylum from persecution.

The second element is to assure for refugees certain additiona l rights, such as 
the right  to work, the right to engage in self-employment, the r ight of their chil­
dren to attend  schools, freedom of movement, freedom of religion, and so forth. 
It  is essential fo r refugees to have these rights if they are to have an opportunity 
to cease being refugees and to become truly rehab ilitated so tha t they may term i­
nate  thei r dependence on interna tional relief, earn their  own living, and again 
live a decent life with self-respect.

Beginning in 1955 the High Commissioner, with the express consent of the 
General Assembly, initiated a mater ial assistance program for which funds are 
contributed  voluntarily by various  governments and other entities. This program 
enables the High Commissioner to work out permanent solutions for refugees 
who are  not handled through other mechanisms. In practice, this has meant tha t 
his chief mater ial assistance function has been the local in tegration of refugees 
in the countries of first asylum. At the present time the UNHCR world-wide mate­
rial  ass istance program is concentrated largely in developing countries, especially 
in Africa.
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CONTRIBUTIONS AND MEMBER COUNTRIES OF UNHCR

Mr. Passman. Also provide for the record a list of the countries 
tha t contributed to  thi s program and the amount each one contributed 
last year, and what you expect them to contribute this year.

Mr. Kellogg. Yes, sir.
(The information follows:)

GOVERNMENT CO NT RIBU TION S AND  PLEDGES TO THE UNHCR PROGRAM, 197 0-71 ‘ — Co ntinued

1970 1971 1970 1971

A lg eria_______________________ *$ 6,94 3 . L ib eria____________  . . . $5, 000 $5 ,000Arg entin a____________________ 12, 000 *$12, 000 Lib ya___________  _______ . 5,00 0 .A ustra lia ................. .......................... 194 ,425 196, 000 L ie ch te ns te in .. . . . 3,47 2 .
A us tr ia ___ _____ _____________ 30, 000 30, 000 L u x e m b o u rg .. .......................... 4, 000 4,00 0Baha ma s........................................... 2,99 2 . . Malagasy  Rep ub lic .................... 834 900Belg iu m ............................................ 200, 000 200, 000 M ala w i.................. 360 .Botsw an a____________________ 1,0 00  . . Malay sia _____  . . 1, 000 1,0 00B ra z il________________________ 2,00 0 . . M alta ........................................... 1,0 00  .B uru ndi______________________ 1,0 00 1,1 40 M auri tius.................................... 1, 000 1,0 00Cam eroon____________________ 360 . . M o n oco .. ............. . _ . . . 180 .Ca nada_______________________ 386,4 73 400, 000 Mo rocco.............. .......................... 10, 000 10 ,000Ce nt ra l Afr ican  Re publ ic............. 1,442 . Nep al ............................................. 2,27 2 .Ch ina, Re public  o f____________ 7, 500 10, 000 Net he rla nds ________________ 180 ,278 189,0 00Congo (B ra zzavill e )___________ 1,0 00  . . New Ze alan d...................... ........ 22 ,400  .Congo ( K in sh asa )______________ 3,000 N ig eria ............................. ............. 5,6 00 5,60 0Cyp ru s_______________________ 480 600 N orw ay.............. ........ .......... .. . .  273,4 15 345,  000Denm ark _____________________ 253,3 33 306,0 00 Pak is ta n___________________ 2,50 0 2, 500D ubai________________________ 2, 070 3,00 0 Pana ma ......................................... 500 .Ec uado r________ _____________ 1,0 00  . Per u_______________________ 1,0 00  .Eth iopia_______ _________ _____ 3,00 0 . . Phil ip p in es................................ 1,2 50  .F in la nd ______________________ 65 ,000 75, 000 Por tu gal______________ _____ 4,00 0 .Fran ce ______________  . . . . 389,842 450, 000 Saud i A ra b ia . . .................. ........ 8, 000Ga bon________________________ 1,2 16  . . S enega l. ...................................... 3,59 7 3,600Gam bia. . . . . . . . . . . . . . . . . . . .  . 240 . . Sierra  Leon e............ ................... 2, 308Germany, Federal Republic  o f . . 409,836 464, 500 Sou thern Yem en ____________ 480 .G h a n a .. . . . 4,61 5 . . So ve re ign Ord er  o f M alta ____ 2,00 0Greece______  . . . . 14, 000 14, 000 Sud an ......... ................................... 3,1 59Ho ly See________  . . . .  . . .  . 2, 500 2, 500 Swe de n____________________ 400, 000 600,  000Ic e la n d ..  . . . . . .  . . . 5, 743 5, 750 Sw itze rland________________ 185,185 200,0 00In d ia ____________ . . . . . . 10 ,000 13 ,333 T a nza n ia ............................... 3, 500Ir a n ____ 8, 000 8,000 Tog o------------------ 1,439 1,4 40Ir a q ...... ........................ 9, 722 . . T rin id ad and To ba go ________ 1,5 00  .Ire la nd  . . 10, 000 15, 000 Tunis ia _____________________ 2,50 0 2,50 0Is ra e l. __ . . . . 7, 500 7,50 0 T u rk e y_____________________ 3, 000It a ly ________  _______ . . .  . . 20, 000 20, 000 Ug anda ____________________ 5, 000 5,00 0Ivor y Coast_________________ . 2, 700 3, 240 Uni ted Arab  Rep ub lic ............... 6,90 0 .Ja pa n_________  . . . . . . . 30, 000 30, 000 Uni ted K in gd om ____ _______ 359, 971 359,  971Ke ny a______  ____  . . . . . 1,0 00  . Uni ted State s of  A m eric a____ . .  1, 000, 000Khm er  Re pu bl ic____ ______  .
Kuw ait ................

1,00 0 . 
3,000  .

Uru gu ay ____________  _____
Vie tnam , Re publ ic o f................ 1,0 00  .

523
Leba no n............................................ 2,00 0 . Yug os lavia_____  __________

Z am b ia ..................... ...................

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

10, 000 
2,80 0

. .  4,63 2, 332

10, 000 
3,30 0

4, 020, 897

1 Pa id,  ple dg ed , or  a nt ic ip ate d to  date.

NONGOVERNMENT CONTRIBUTIONS TO UNH CR

Mr. Passman. Place some inform ation in the record as to what other 
contributions the Ignited Nations High Commissioner receives, other  than  the country  contributions.

Mr. Kellogg. In other words, from other sources ?
Mr. Passman. Yes; other sources.
Mr. Sobotka. Nongovernment?
Mr. P assman. Yes; nongovernment.
(Informat ion follows:)
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NONGOVERNMENT CONTRIBUTIONS TO THE UNITED NATIONS HIGH COMMISSIONER FOR REFUGEES

1968 1969 1970

Non-Government contr ibutions to UNHCR tru st  fund s............ .. $316,208 $423,734 $262,045
Non-Government contr ibution s to UNHCR program fu n d s ............ 389,657 124,332 263,155

A D V A N T A G E S  O F  U N H C R T O  U N I T E D S T A T E S

Mr. P assman. I t is stated  tha t the United States  should provide  
the contribu tion to the UNH CR in order  to help provide assistance 
to refugees in programs which promote peace and are advantageous 
to U.S. political interests. Would you please explain this statement 
and point  out which programs are advantageous  to U.S. politica l 
interests  ?

Mr. Kellogg. Well, I believe, sir, tha t the prime function  of the 
UNHCR; namely, the politica l protection of refugees, is a definite 
advantage to the United States. Anything  that helps refugees in th eir 
movement from the Iron Curtain countries to thei r ultimate country 
of resettlement or during tha t passage is helpful in increasing  the 
chances of  world peace, and tha t certain ly is to the interest of the 
U.S. Government.

Mr. Passman. Than k you. You may want to put  some additional 
inform ation in the record.

(Information follows:)
REASONS WHY  UN HC R ACTIVITIES ARE ADVANTAGEOUS TO UNIT ED STATES INTER ESTS

UNHCR legal and political protection activities are designed to safeguard 
asylum for refugees, and  also to secure fo r refugees a number of specific rights  
within countries of asylum. It  is essential tha t refugees have these rights if 
they are ever to become self-supporting members of thei r new societies, living 
in dignity and self-respect and able to contribu te to the stabil ity of thei r new 
countries. These rights, which include the right  to hold gainful employment, 
to freedom of religion, freedom of travel, access to courts, eligibility for public 
education and social security programs and numerous other rights, enable the 
refugee (perhaps with the temporary aid of mater ial assistance programs)  to 
rehab ilitate himself, and to cease being a refugee and thus a charge upon 
international relief resources.

UNHCR success in this respect in behalf of individual refugees, and in advanc­
ing broader acceptance among nations of the humane and civilized standards  
involved, makes a definite contribution toward the maintenance of peace. Such 
efforts are the essential platform for the solution of refugee problems. Refugee 
problems are an outgrowth of international tensions, domestic frictions, and /or  
aggression or civil strife. Unresolved refugee problems become loci of unrest, 
agitation and controversy, fur ther exacerbating existing political issues and 
tensions. On the other hand, solutions to refugee problems lead to settlement of 
the broader related  problems and thus to the removal of tensions and in the 
end to the preservation of peace.

The UNHCR mater ial assistance programs, which could not be meaningful in 
the absence of effective legal and political protection for refugees, are  an im­
portant complementary UNHCR activity. They are  primarily designed to bring 
about the r ehabi litation  through local integra tion in asylum countries of refugees 
who cannot or should not emigrate  to other countries. These programs are  con­
ducted predominately in developing countries, especially in Africa where there 
is a proliferation of sensit ive refugee problems. The resettlement of refugees on 
the land within asylum countries is carried out under mass agric ultural re­
settlement  projects which promote not only the rehabilitation of the refugees 
but the economic and social development of the areas  concerned. These projects 
are  therefore a significant contribution to peace and sta bil ity : by resolving



amicably and constructively problems which seriously affect the maintenance of friendly relations  between African countries; and by assisting the asylum countries (many of them newly independent and having only meager resources) in coping with an unduly large additional  economic burden. Thus, the programs conducted by the UNHCR advance both the political and humanitarian inte r­ests of the United States.
This is particularly  true in those areas  of the world where we do not con­duct direct U.S. Government refugee assistance programs. In Africa for exam­ple, the  United States  has not attempted, and in most instances would probably be unable to establish within African asylum countries, direct assistance pro­grams in behalf of refugees from friendly African countries. Not only could such assistance damage our friendly relations  with a number of African coun­tries, but the concerned nations themselves—some of which are both countries of origin and countries of asylum for refugees—have tended to discourage direct assistance programs by non-African governments. These same countries have, however, welcomed and urged greate r United Nations efforts in this field and the United Nations has in recent years adopted several resolutions which explicitly recognized the increasingly important role of the UNHCR in African refugee problems, and call upon governments for larger contributions to support tha t effort.
Additionally, the sheer humanitarian values in the UNHCR program are immense. In addition to his own approved budget, the  UNHCR is effective as a catalyst in mobilizing large additional resources from the international com­munities toward the relief of refugees suffering and restora tion for them of hope and opportunity to live as a human being. Consistent with our national tradi­tion of concern for the suffering and the persecuted, our support of the humani­tar ian  activities of the UNHCR is important in itself  and in keeping with our image among o ther nations as a leader in humanitarian assistance fo r refugees.

FAR EAST REFUGEE PROGRAM----CHILD REN’S ORTHOPEDIC HOSPITAL

Mr. P assman. Mr. Director, I notice on page 5 of your prepared statement you st ate:
“I might add, Mr. Chairman, tha t we intend to insure tha t the FE RP  program provides an X- ray machine for the Child ren’s Orthopedic Hospital at Sandy Bay, for which you laid the cornerstone while on an inspection tour  of  the Fa r Eas t Refugee P rogram in Hong Kong in 1965.”
I want to commend you, sir, for making this decision because they are operat ing on a tigh t budget, and they are doing extremely valu­able work there. I ran into some outstanding physicians, specialists, from our country when we were there last year. They were dedicated young doctors serving without  any compensation ju st so as to impa rt knowledge. I  was very, very much impressed, and no person could go visit with these litt le children in the John F. Kennedy Spastic Center and this convalescent home without being impressed. Sometimes you do get a re turn  on these very small investments. I think the same thing  is true  with the leprosarium where we make a small contribution annually.
Mr. Kellogg. That is right.
Mr. P assman. And that is almost a showroom of the world and they
fo there  and see th is and see t hat  it is named after the former Presi- ent of the U nited  States and they know it was aided with American funds. I noticed at the leprosarium where we had made contributions tha t those people have very prominent placques on display showing that these funds came from the United Sta tes.

So they need this  very badly. We have the surplus funds over and above what it cost to build the hospital and I am glad tha t we are utilizing them for an X-ray  machine.



489

REFUGEES FROM EUROPEAN COMMUNIST COUNTRIES (USRP)

The next program is the refugees from European Communist coun­
tries. The fiscal 1972 estimate  is for $2.9 million. In this instance it is 
a decrease of $104,000 below the 1971 program level. Is tha t correct?

Mr. Kellogg. That is correct, sir.
Mr. Passman. We are glad to see these reductions and is it just 

a question of whether, in previous years you had requested too much 
money and you wanted to cut it back to  the actual need, or has some 
other ad justment brought this about?

Mr. Kellogg. There  is a very small reduction in  the number of re fu­
gees tha t are estimated for this program, Mr. Chairman, a decrease 
from the 36,000 estimated in 1971 to 34,000 estimated for 1972. There 
is a very small increase in the cost per capita-----

Mr. Passman. You are actually moving fewer refugees ?
Mr. Kellogg. Fewer refugees.
Mr. Passman. T hat  natu rally  would necessitate a  reduction in ap­

propr iations,  would it not ?
Mr. Kellogg. Yes, sir.
Mr. P assman. It  is not  nearly  as a ttract ive as it may appear on first 

reading because in 1971 the original  request was only $404,000 and 
it only appears to be a reduction if we take the funds from the Presi­
dential determination of $2.6 million into account. If  you base i t on 
the regular appropriation  it is possibly five times higher, isn’t it?

Mr. K ellogg. Well-----
Mr. Passman. So it is only a reduction if you look at the Pres i­

dential determination of $2.6 million, and the $404,000 regular re­
quest. I f you only compare i t wi th last year’s request, instead of being 
a reduction it is about 4.5 times as high as your last year ’s o riginal 
request; is that right  ?

Mr. Kellogg. That is correct, sir.
Last year ’s request, however, had  in mind the fact tha t there were 

funds from the Presidentia l determina tion order.
Mr. P assman. But  you mix these two th ings  up. I t just confuses the 

record. You take the regular request and you wind up with a grand 
total of four or five times higher than the original request, and we just 
wonder. We have to take your word t ha t this tremendous increase is 
actually justified.

Mr. Kellogg. Yes, sir.
Mr. Passman. You say tha t it is. We have to take your word, but 

when you go from $404,000 up to $3 million, th at is a tremendous in­
crease. Now, if you have surplus  funds and you build one of these 
littl e buildings like the John F. Kennedy Spastic Center, t ha t comes 
out of your request for Refugees from Communist China  only, doesn’t 
it?

Mr. Kellogg. Tha t is correct, sir.

U.S.  REFUGEE PROGRAM FINANCED WHOLLY FROM U.S . FUNDS

Mr. P assman. Now, with respect to the refugees from European 
countries, this is the only U.S. refugee program which is wholly fi­
nanced by the United  Sta tes ; is that correct ?

Mr. Kellogg. Tha t is correct, si r; yes, sir.
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Mr. P assman. Would you please explain why the United States finds it necessary to provide supplementary funds for refugee assistance when quite a few organizations, increasing every year, are providing such assistance?
Mr. Kellogg. Mr. Chairman, I am proud to say tha t Americans have a reputation for being able to move quickly and efficiently. Prob­ably the most critical moment in a refugee’s history is the early days when he has escaped from behind the Iron Curtain  and is trying to 

reestablish himself in the country of first asylum. It  is a t this  moment tha t US RP  can step in and with relatively  small amounts of money help to keep that refugee alive and clothed and provided with medical assistance.
Mr. Passman. Since the Europ ean countries are well developed, very prosperous, waxing fat  with their very strong economies, why 

can’t they provide the total amount of assistance withou t supple­mentary assistance from the United States in this pa rticular program ?Mr. Kellogg. I  thin k there are a number of answers to tha t ques­tion, Mr. Chairman. One is t ha t the European countries are in fact carrying  the main burden. As a case in point, Germany contributes over $1.5 billion toward refugees and expellees of German extraction who come into Germany. Likewise the other foreign countries con­tribute considerable amounts. I regard this  as an international  prob­lem. I n other words, these refugees are not just Austria’s or Ita ly’s problem. I f  the  United States is par t o f the international community we have some responsibility to contribute to thei r health  and well­being.
Mr. P assman. B ut th is is a program wholly financed by the United States. This is s trictly a bilaterally financed program. Now, do all the European nations have an independent bilate ral program similar to this?
Mr. Kellogg. I  am not sure.
Mr. Sobotka. Mr. Chairman, almost every E uropean nation has a program for helping  refugees tha t come to  their own country. They spend roughly $40 million a year as far  as we can determine on this type of thing. In addition  to tha t, many of the Europ ean countries also contribute to refugee problems in other par ts of the world.
Mr. Passman. O f course the United States does also.Mr. Sobotka. Tha t is right .
Mr. P assman. Bu t this is the  one program th at is wholly financed by the United States tha t we are talking about.
Mr. Sobotka. Mr. Chairman, you are familiar  with the Hong Kong situation. The West German Government has  made direct Ger­man Government contributions to projects in Hong Kong, for an ex­ample of what other countries do. It  has contribu ted very substan­tial amounts of money.
Mr. P assman. I don’t care how many years you sit over here and examine items of this type ; when you have several agencies, on the surface it looks like they are doing identically the same work in deal­ing with refugees and it is pret ty hard to understand whv we don’t have it under one heading so f ar  as i t could be done, and tha t is why I ask the question. Since it is bilateral , if all the other European nations have similar  programs, even though we established for the record
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earlier they may have a different viewpoint tha n we do, why do we get 
into it? I thought one of the purposes of the USRP was to keep tne  
United States before these refugees and impart a favorable U.S. image 
tha t we actually  want to help underprivileged people. Would tha t be 
one of the main purposes?

Mr. Kellogg. No question about it ; yes, sir.
Mr. Passman. Because we know very well tha t these European 

nations could pick this up and wouldn’t miss it. They could throw 
tha t much away in 1 day. Unless it has some other purpose, and I be­
lieve tha t is the purpose, to let these people know that we are anxious 
to help them when they escape from these countries, and I would rather  
say bondage-----

NU MBE R OF REF UGE ES BY REFUGEE PROGRAM

Mr. Galifianakis. Mr. Chairman, how many refugees a re we ta lk­
ing about ?

Air. P assman. Let’s see. Th at is a good question. Let ’s see if we can’t 
get something in the record tha t will pin this down because we have 
about four or five different types of refugee programs. Even some of 
the Cuban refugees are  reaching th is country th rough  th ird  countries, 
aren’t they ?

Air. Sobotka. Yes, sir.
Air. Passman. Do you have a general statement  you can put in the 

record as to the number of refugees working out of each one of these 
programs ?

Air. Sobotka. Yes, sir.
Air. Passman. And the difference between one program and the 

other ?
Air. Sobotka. Yes, sir.
(The information follows:)

During 1972, it is expected tha t approximate ly 34,000 refugees from Eastern 
European countries will be assis ted by U.S. Refugee Program (USRP) in coun­
tries  of first asylum. The principal purpose of USRP is to demonstrate the 
humanitarian concern of the United States for refugees from European Commu­
nist countries by providing on a priority basis, through accredited voluntary  
agencies, supplementary care and maintenance on the basis of need, and more 
importantly, processing assistance to bring about the expeditious resettlement 
of the refugees in other countries.

During the same year the Intergovernmental Committee for European Migra­
tion (ICEM), whose principal functions are to promote the development of 
emigration opportunities and to provide transporta tion for resettlement from 
Europe to other destinations, expects to move approximately  58,000 refugees as 
well as 23,000 national  migrants  to their new homelands, chiefly overseas.

There are approximately 3.5 million refugees throughout  the world who fall 
within the competence of the United Nations High Commissioner for Refugees 
(UNHCR). Of these, slightly more than 1 million, the bulk of whom are in 
Africa, receive material assistance of some form or another from UNHCR. This 
is done pursuant to his mandate  to promote permanent solutions for refugees 
who a re unwilling voluntarily to retu rn to thei r countries of nationality.  How­
ever, the main function of UNHCR is to provide international protection for 
refugees and to secure for them the legal and political rights which will enable 
them to become self-supporting and to live in dignity and self-respect.

The Far East Refugee Program (FERP)  provides conspicuously-needed as­
sistance to certain  Chinese refugees in Hong Kong, on a highly-selective basis. 
Projec ts are chosen on the basis of need and for thei r potential value in promot­
ing the basic objectives of the program, which are to demonstrate the continued
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concern of the American people for the well-being of the more than 2 million Chinese refugees in Hong Kong, and thus to reaffirm the tradit ional  friendship of American people for the Chinese people on the mainland and elsewhere. The program also serves to promote the Western orientat ion and stabili ty of the refugees in Hong Kong and thus of Hong Kong itself, and additionally  serves to negate Communist propaganda tha t Americans have no concern for the people of the Chinese race.
The International Committee of the Red Cross (ICRC) supervises the im­plementation of the Geneva Conventions of 1949 relating to the amelioration of the conditions of wounded, sick and shipwrecked members of the armed forces, the treatment of prisoners of war and the protection of civilian persons in the time of war. Because of its established reputation for neutrality, the ICRC is often the only externa l agency permitted to enter certain  countries in time of warfare or severe political tensions, to pursue its humanitarian aims and service and to extend medical and other relief assistance. ICRC has provided help through a wide range of services in many situations and areas in different parts  of the world where direct U.S. activity would not be possible or feasible. For example, i t is endeavoring to promote hum anitarian protection and welfare serv­ices for American prisoners of war and civilians detained by North Vietnam and by the  Communist Pathet Lao in Laos. It has also been helpful in effecting the release of passengers in hijacked airc raft  and in operating emergency relief programs in disaster areas.
Mr. Galifianakis. I was just wondering, with this $8,650,000 for fiscal 1972, how many people are we contemplating would be assisted?Mr. Passman. That is a good question. I)o you have that  answer now ?
Mr. K eli ,ogg. I believe so. I want to identify , if T may, the figure that  you mentioned.

N U M BER OF RE FU GE ES  AS SIS TE D BY  USR P

Mr. Galifianakis. H ow many refugees do you contemplate will re­ceive assistance in 1972?
Mr. Passman. Out of this one program, the one that is wholly fi­nanced by the United States.
Mr. Kellogg. I can give you tha t, sir. The U.S. refugee program, in 1972, expects to assist 34,000 refugees.
Mr. Galifianakis. And you are going to give us a breakdown of the origin of those refugees ?
Mr. Kellogg. Yes, sir ; We have that.Mr. Passman. Mrs. Reid.
Mrs. Reid. If you will yield just a moment, Mr. Chairman, also I think it would be well at this point to indicate how you arrive  at a figure to determine the approximate number of refugees.Mr. Kellogg. You would like to have th at included in the record?Mrs. Reid. Yes.
Mr. Keli ,ogg. Be very happy to supply that.(Info rmat ion follows:)
The number of refugees which it  is now projected will be assisted by the U.S. refugee program in 1972 is approximately 34,009. It is anticipated tha t these refugees will be divided by country of origin about as follows :

Albania _____________________________________________________ 400Bulgaria ____________________________________________________ 1,900Czechoslovakia ______________________________________________  IS, 000Hu ng ary_____________________________________________________  6, 400Po lan d----------------------------------------------------------------------------------  3, 600Roma nia ____________________________________________________ 2,800U.S.S.R. ____________________________________________________ 300
Total --------------------------------------------------------------------------  34,000
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Looking forward into the future and anticipating what will happen 2 years 
hence is an extremely precarious exercise at best. It is doubly so in the refugee field. By their very nature, refugee problems are difficult to predict, thei r exact future dimensions impossible to define. Many different countries and many dif­ferent influences in each country are involved. Political, economic, religious, and 
many other factors, unknown to us now will have thei r effect on refugee prob­lems in the next 2 years.

Nevertheless, the re are several elements upon which projections may be based. Most important is past experience. We know tha t the number of refugees as­sisted for the las t 10 years has been as follows :
1961 _______________________________________________________ 20, 5491962 _______________________________________________________  12,920
1963 ______________________________________________________  7,0911964 ______________________________________________________  6,3641965 ______________________________________________________  8,167
1966 ______________________________________________________  8,9781967 ______________________________________________________  9,8261968   26,7321969  53,4121970 _______________________________________________________  40,680

In refining the information derived from experience we know what  the com­position of the refugee influx has been by country of origin, by religion, by profes­sion and education, and thus we are aware  of the reasons why refugees have fled 
to the West. Furthermore, we know the conditions of reset tlem ent: wha t national­ities, religious groups, professions, et cetera, went to which rese ttlement countries and how they fared in their new homes. We have cu rrent information as to politi­
cal and economic conditions in countries of Easte rn Europe which might st imulate  or reta rd potential refugees. We also know something of the strength of border controls, restrictions on border crossings, and opportunities for legal foreign travel for personal, commercial, or official reasons.

We also consider the estimates of the voluntary  agencies, the Intergovern­mental Committee for European Migration, and the United Nations High Com­missioner for Refugees.
The amalgam of information available to us is very complex, but we apply ex­

perienced judgment and come up with the best estimate we can make. We usually find that  our estimates are fairly  accurate , but sometimes, as in the Czech crisis of 
1968, it was impossible to anticipate an increase of tha t size.

(Discussion off the record.)

POSSIBLE NEE D FOR SU PP LE MEN TA L FU ND S IN  197 2

Mr. P assman. Now, Mr. Director, you state in the justifications tha t 
it may be necessary to seek additional funds in fiscal 1972 fo r this p ro­
gram. This program means, of course, the refugees from the  European 
Communist countries, the one program which is financed wholly by the 
United States.

Mr. K ellogg. Yes, sir.
(Discussion off the record.)

Mr. Passman. This reads as though you were possibly laying  the 
foundat ion for a subsequent supplemental. Is tha t what you have in 
mind ?

Mr. Kellogg. No, sir. At this  moment we have no such plan in mind.
Mr. Passman. Would you move that ahead possibly a few hours?
You are making too short a term when you say “at this moment.” 

Let’s be serious. Really, you don’t think it will be necessary to come 
back for a supplemental ?

Mr. Kellogg. I cer tainly hope not, sir.
Mr. Passman. I hope not, too.
I hope you won’t even need this one. Don’t give these vague an­

swers. You really believe this appropriation  will be sufficient to see 
your fiscal 1972 program th rough  without a supplemental ?
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(Discussion off the record.)
Mr. Passman. Back on the record.
Mr. Kellogg. Of course I mean it, Mr. Chairman. The only reason 

tha t I want to maintain a caveat of any kind is because no one is able 
to tell when some d readfu l occurrence may happen which will create 
refugees overnight.

Mr. Passman. At the expense of being repetitious, according to your 
present plans and your estimates it will not be necessary to retu rn for 
a supplemental ? Is  that  correct?

Mr. Kellogg. That is correct.
Mr. Passman. Thank you.

Refugees From Communist China (FER P)
Mr. Passman. The next program is the refugees from Communist 

China. The fiscal 1972 estimate is for $500,000, the same as programed 
last year. Is tha t correct ?

Mr. Kellogg. Yes, sir.
Mr. Passman. Since the program level is the same as last year, I 

gather you do not anticipate any increase in workloads. Is tha t 
correct ?

Mr. Kellogg. Yes, si r; tha t is correct.

U.S.  FUND S PROVIDED TO HONG KONG AND  MACAO

Mr. Passman. Could you provide for the record a table similar to 
the one on page 45 of last year’s hearings, showing the amount of 
funds provided by the United States to Hong Kong and Macao?

Mr. Kellogg. Yes, sir.

PU BLIC LAW  480  FU ND S PROVIDED TO HONG KONG AND  MACAO

Mr. P assman. And also include a table showing the amount of Pub­
lic Law 480 funds.

Mr. K ellogg. Yes, sir.
(The information  follow s:)

U.S. GOVERNMENT ASSIS TANC E TO CHINESE REFUGEES IN HONG KONG AN D MACAU

Fiscal ye ar

Far East 
re fug ee  

prog rams

Va lue 
Pu bl ic Law 

480 surp lus 
co mmod ­

iti es * To ta l Fiscal  ye ar

Far East 
re fug ee  

prog rams

Value  
Pub lic  Law  

480  su rp lus 
co mmod ­

ities i To ta l

19 54 ..................... $2 85 ,526 $1 50 ,650 $436 ,176 19 65 ___________ $611 ,98 9 $3 ,6 91 ,200 $4, 303 ,1 891955 ..................... .. 95 6,77 0 72 5,650 1,6 82, 420 196 6______ 597 ,48 9 2,0 80, 800 2,67 8,  28919 56 ....................... 83 1,705 3,9 79, 000 4,8 10, 705 1967 ............ ........... 234,723 1,357 ,4 00 1,59 2, 1231957 ....................... 74 7,463 7,6 18, 750 8,3 66, 213 1968________ 220,8 97 602,10 0 822,99719 58 ............ .......... 95 1,651 3, 5 20 ,150 4,47 1, 801 1969______ . 50 0,000 94 1,20 0 1,4 41, 20019 59 .............. 1,52 0,90 1 3,6 11,0 00 5,13 1, 901 1970...................... 50 0,000 773,50 0 1,27 3,  5001960 ................. 1,76 4, 013 5,7 97, 150 7, 561,1 63 1971................. 50 0,000 2 703,30 0 1,2 03,3 0019 61 ..................... .. 617,079 7,2 08,2 00 7,825 , 279 1972___________ . ’  50 0,000 2 104,0 00 604,  0001 9 6 2 . . . ................ 1,072 ,5 71 4,4 04,5 00 5,47 7, 071
19 63 ....................... 2,0 66,6 70 3,1 86, 650 5,2 53,3 20 T o ta l......... 16, 226 ,50 3 52 ,0 72 ,100 68,2 98,6 03196 4....................... 1,747 ,0 56 1,6 16, 900 3 ,3 63,9 56

* Includ es  es tim ate d cost of  ocean fre ig ht.  
2 Programe d.
2 Requested .
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PUBLIC LAW 48 0 FUNDS

Mr. Passman. Now, usually when we think  in terms of  Pub lic Law 
480 funds we are think ing about surplus agricultural commodities 
such as wheat or flour, and they  have the spaghetti  and macaroni fac­
tories down in Macao and Hong Kong, where these refugees who 
escape from Red China can come and get food.

Mr. Kellogg. Yes, sir.
Mr. P assman. And I think  usually the  churches work pretty closely 

with this program.
Mr. Kellogg. Yes, sir.
Mr. Passman. And I thin k this small program has provided a lot 

of very valuable information from the people who have just escaped 
and they come in and get clothing  and food out of the surplus  com­
modities tha t we furnish . I think  it has paid tremendous dividends, 
and I  hope the program  is continued.

Now, this is a program where you are able to occasionally make a 
small contribution to the leper colony.

Mr. K ellogg. Yes, sir.
(Discussion off the record.)
Mr. P assman. Back on the record.

PROJECTED REFUGEE FACILITIES

What type of refugee facilities  do you have on the drawing board 
for future construction? You can put tha t in the record if you like.

Mr. Kelt .ogg. All right, we will be glad to supply it, sir.
(Info rmation follows:)

During 1970, the Far Eas t refugee program contracted $340,600 for the con­
struction of a seven-story addition to the Precious Blood Hospital in Kowloon. 
It  is hoped tha t this building will be completed by June of next year.

I t is now planned tha t 1971 FERP funds will be used to build an extension 
to a vocational tra ining  school in Kowloon and a social services center, to include 
vocational tra ining  facilities,  in Macao.

In 1972, i t is tentatively planned to concentrate on building refugee fishermen’s 
villages and community centers in the new terr itories,  Hong Kong.

UTILIZATION OF SURPLUS FUNDS

Mr. P assman. When members of this committee were in Hong Kong 
last year we were told that  a special X-ray machine, costing about 
$24,000, could be used at the Sandy Bay Child ren’s Orthopedic Ho spi­
tal. I s that true?

Mr. Kellogg. Tha t is tr ue ; yes, sir.
Mr. P assman. And this is not out of a new appropriation.  This is 

out of the surplus you had in building the JF K  Spastic Center, I 
believe.

Mr. Kellogg. I believe that  is correct, sir.
Mr. Passman. So it is not out of a new appropriation ?
Mr. Kellogg. I  don’t think so.
Mr. Passman. I think possibly you wound up with a surplus be­

cause you had certain priva te contributions and certain labor help in 
building this hospital which reduced the original estimate; is tha t 
true?

60-208 O—71—pt.  1------32
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Mr. Sobotka. There  was a small surp lus ; yes, sir.
Mr. Passman. But it was brought about by the generosity of some others. Even though it is looked upon as purely U.S. funds, we had a tremendous amount of cooperation from people who are likewise interested in these crippled children.
Mr. Kellogg. Yes, sir.
Mr. P assman. And these are the funds you are going to use to p ur ­chase the X-ray  machine, ou t of the surplus tha t you sti ll carry?Mr. Kellogg. I believe so, sir.
Mr. Passman. Tha t will necessitate an obligation or reobligation, will it not?
Mr. Bryan. I don’t thin k so.
Mr. Passman. Can you do this ?
Mr. Bryan. Yes, sir.
Mr. Sobotka. It  was a grant.
Mr. P assman. It  was on a no-year  basis. I t comes out of this  gra nt ? Mr. Sobotka. This was a gr an t; yes, sir.

WORLD REHABILITA TION FUND

Mr. Passman. I think  the committee is very pleased to note that the $85,000 which remained in the World  Rehabilitation  Fund will not be used for budget support but will help to improve facilities in tha t par t of the world. Is tha t correct, sir?
Mr. Kellogg. Correct, sir.
Mr. Passman. Can you tell the committee at this time for what specific purposes the $85,000 will be used ?
Mr. Kellogg. Do you know the answer to tha t, Frank?Mr. Bryan. No, I don’t.
Mr. Passman. You can put it in the record.
(The information follows:)

The Department has authorized the World Rehabili tation Fund to use par t of the funds remaining under the grant  for the development of an orthotie shop at the Duchess of Kent Children’s Orthopaedic Hospital in Sandy Bay. This orthotic shop will serve patients  in this hospital, the adjacen t John F. Kennedy Center, and outpatients  from Hong Kong island.This will leave adequate gran t funds to provide the spinal X-ray machine, and we will ensure tha t it will he purchased for the Children’s (Orthopaedic Hospital.
Mr. Passman. I  believe U.S. funds should be used to make capital improvements in o rder tha t the people in tha t pa rt of the world can see w hat the United States  has done rath er than  divide funds for budget suppor t.
Mr. Kellogg. That is our plan for  1971.

International Committee of the Red Cross

Mr. Passman. The next and final item is the International Com­mittee of the Red Cross. The fiscal 1972 estimate is for $50,000, the same as last year. Is tha t correct ?
Mr. Kellogg. That is correct, sir.
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COUNTRIES CONTRIBUTING TO ICRC

Mr. Passman. Wha t amounts do o ther countries contribute  to this 
program ? You can put that in the record if you like.

Mr. Kellogg. We wifi supply that for the record.
(The info rmation  follow s:)

CONTRIBUTIONS TO THE ICRC FROM GOVERNMENTS AND RED CROSS SOCIETIES IN 1970

Govern- Red Cross 
ments societies

Govern- Red Cross 
ments societies

Au str ali a.....................................
Au stria ........................................
Belgium.......................................
Botswana....................................
Burma .........................................
Braz il...........................................
Bulgar ia.......................................
Camaroon...................................
Canada........................................
Central Afr ican  Republic ..........
Ceylon..........................................
Chile............................................
China (P ekin g). ........................
Co lumbia....................................
Congo (Kinsha sa) ......................
Costa Rica...................................
Czechoslovakia...........................
Denmark .....................................
Dominican Republic ..................
Ecuador..... .................................
El Salvador .................................
Eth iop ia.......................................
Fin land........................................
Fran ce ........................................
Germany, Democratic  Republic 
Germany, Federal Rep ub lic ... .
Ghana..........................................
Greece.........................................
Ha iti .............................................
Honduras....................................
Hungary ......................................
Ice land........................................
India ............................................
Indonesia....................................
Ira n..............................................
Iraq ..............................................
Ire land ........................................
Is rael ...........................................
It a ly .............................................
Ivo ry Coast.................................
Japan...........................................
Jordan.........................................

$16,754
44,677

2,560

"  1,396
3, 490 

698 
931

19, 546 
698 
698

2,094

'3,956 
2, 560

13, 264 

466

4,887
39,791

55,148
1,396
6,748

931

'698
10,471
3,490 
4,654 
1,862 
1,862 
3 ,49C 

20,244
698

15,125
2,792

$8, 842
3, 490 
3,025

466
698

1.396 

9, 308

1.396 
1,164

233
698
931
698
698
698
698
698

9, 540 
1,396 

11,402

3, 258 
466

1,396
466
466
931

3,490 
1,164 
1,164

10,006

Korea. Democratic Republic 
(N orth)........................................

Korea. Republic of (So uth) .........
Lebanon.........................................
Liechtens tein ................................
Lu xe mbo urg. ..............................
Malays ia........................................
Malta.............................................
Mex ico...........................................
Monoco..........................................
Morocco.........................................
Nepal .............................................
Ne the rlands..................................
New Zealand................................
Nicaragua......................................
Niger ia ..........................................
Norwa y...... ...................................
Peru ..............................................
Ph ilippines....................................
Poland...........................................
Por tugal.........................................
Rumania........................................
San M ar in o. ..... ...........................
Sen eg al .........................................
Sierra  Leone.................................
South Afr ica, Republic of ...........
Spa’ n ....... ...................................
Sweden..........................................
Sw itzerland...................................
Syr ia..............................................
Tanzania.......................................
Tha land........................................
Tr inidad and Tobago..................
Tunis ia..........................................
Tu rkey ...........................................
Uganda..........................................
United Arab Republ ic.................
United Kingdo m...........................
United States................................
U.S.S.R..........................................
Venezuela.....................................
Vietnam, Republ ic of ( South ). ..  
Yugoslavia....................................

$3,025 
7,912 
2,327 

698
I,  396 

466
3,956
.931

3,490
233

3,490 
6,748

466
1,396
4,654

3,490
6,981
3,490

” 698

' 1,629
I I ,  169
1,862

19,314
581,731

”  466
4,188

466
466

2,327
698

9,308
23,967 
50,000

"4 ,4 2 1  
931 
698

$466
1,629

931
931

1,164

931

12,798
2, 560 

698

931
2,560
3,490

233
2,327

698
466

3,490
1,629
2,327

” 698

1,396

’ ’ 698 
3,723

7,213
25, 000
3,723

698

Total .................................. 1,057,563 163,690

U.S . PRISONERS OF WAR

Mr. Passman. What success has the committee had in protect ing 
and providing welfare services to U.S. prisoners in North  Vietnam? 
My colleague from Kansas covered this  in the beginning, and I was 
disappointed the report was none too good.

Mr. Kellogg. That  is correct, sir. It  is very disappoint ing.
Mr. Passman. Could you go off the record and give us some in for ­

mation tha t you wouldn’t want to put on the record as to why ?
(Discussion off the record.)
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SO UR CE  OF FU N D S AV AI LA BL E IN  1 9 7 2  TO ICRC

Mr. Passman. Wh at total amount of funds will be available to the ICRC in 1972 and, if you will, indicate the source of funds?
Mr. Kellog. Yes, si r; be pleased to do that.
(Info rmat ion follows:)

Anti cipa ted income fo r ICRC in 19711

Government and nat ion al society contributions__________________ $1, 337, 209Gifts and legac ies___________________________________________  1, 290, 697Investment income__________________________________________  90, 698Earmarked  rece ipts ----------------------------------------------------------------- 383, 549Tota l -------------------------------------------------------------------------  3,102,153
1 A mou nt s fo r 1972 ca nnot be an ti ci pat ed  a t  th is  ea rl y  da te . I t  is as su med  th a t  th ey  will  be ap pr ox im at el y eq uiv al en t to  th os e an ti ci pat ed  fo r 197 1.

H IJ A C K E D  AI RC RA FT

Mr. Passman. Mr. Director, what role does the ICRC play in the case of hijacked aircraf t, if any ?
Mr. Kellogg. I t becomes the intermediary between the hijackers and the rest of the world and is helpful  when p artic ular  countries can’t go in because of the location of the aircra ft or the nationalities in­volved. ICRC can do tha t because i t is a neutra l organization.
Mr. Passman. That concludes my par t of the examination. I will 

now yield to  the other  members as much time as they need. There are a lot  of virtues about th is p rogram, maybe a lot of waste, but I think  possibly this one program, even though I still think $8.6 million is a lot of money, may be one of our better programs because you can see results.
Mr. Shriver. Thank you, Mr. Chairman.
I want to agree with the chairman, too, about the accomplishments 

of the program tha t you are administering.

AM ER IC ANS ON  ST AFF  OF  IC EM

Let me ask a few questions. The U.S. contributes 18 percent of the 
budget for the Intergovernmental Committee for European Migra­tion. What is the percentage of U.S. staff members of tha t organi­zation ?

Mr. Sobotka. You mean how many Americans are on the ICEM  interna tional  staff, what proportion of the tota l ?
Mr. Shriver. Wha t is the percentage?
Mr. Sobotka. We will have to furnish th at for the record.(Info rmation follows:)

PERCENTAGE OF U.S.  CITIZE NS  ON ICE M STA FF

According to ICEM’s lat es t staffing pat tern , U.S. citizens occupy 12.5 percent of ICEM’s professional level positions. The percentage of U.S. staff to tota l staff, including nonprofessional posts, is 3.8 percent.
Mr. Shriver. Are they mostly high or low-level staff ?
Mr. Sobotka. Most of the Americans happen to be high-level staff.
Mr. Shriver. A former valued clerk of this committee is with them.Mr. Sobotka. Yes; performing  a very good job there.
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Mr. Shriver. I know he is. We miss him, but we have a good 
replacement.

LOCATION OF RESETTLED CZECHOSLOVAKIAN REFUGEES

Would you furn ish for the record a tabula tion of where most of the 
refugees from Czechoslovakia were settled ?

Mr. Kellogg. Yes, sir ; be pleased to do that.
(Info rmation follows:)

Most of the refugees from Czechoslovakia (85 percent) were resettled in 
Canada, the United States, Aust ralia, and Sweden.

AMERICANS ON STAFF OF UNH CR

Mr. S hriver. We contribute 19.2 percent of the money for the U.N. 
High Commissioner for Refugees. Again, what is the percentage of 
U.S. staff?

Mr. Kellogg. Yes.
Mr. Shriver. This is the same question I asked a moment ago, but 

now I want the percentage for the U.N. High Commissioner for 
Refugees.

Mr. Kellogg. We will supply that, sir.
(The information follows:)

PERC ENTA GE OF U.S.  CITIZE NS ON UNH CR  STA FF

The percentage of positions filled by U.S. citizens on the UNHCR profes­
sional level staff is 8.2 percent. Of total staff, including nonprofessional posi­
tions, the U.S. staff percentage is 3.5 percent.

UNH CR ACTIVITIES IN  SOUTH AFRICA

Mr. Shriver. Does the High Commissioner still provide educational 
services and other programs for refugees in South Africa?

Mr. Kellogg. F or refugees from South Africa, in a relatively small 
way, yes, sir.

Mr. Shriver. And are any programs financed for people still in 
South Africa ?

Mr. Kellogg. For people-----
Mr. Shriver. Still there, still in South Africa.
Mr. Kellogg. The UN HCR is very active in Africa, and very help­

ful, but not within South Africa.
Mr. Shriver. Wha t is the nature of those programs ?
Mr. Sobotka. The High  Commissioner wouldn’t have a mandate to 

be helping South Africans within South Africa itself, but he does 
have an educational fund for helping  refugees including those from 
southern Africa generally.

Mr. Shriver. Now, there was a request for funds before this com­
mittee in at least 2, or maybe 3, different years previously that  were 
rejected by th is subcommittee. My understand ing was that the High 
Commissioner had a program for people tha t are in South Africa .

Mr. Kellogg. Not to my knowledge, sir.
Mr. Shriver. Will you check that out ?
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Mr. Kellogg. Yes, sir.
(The information follows :)

The UNHCR has never had any programs within the Republic of South Africa. The United Nations, however, has made provisions to assist South Africans within Soutli Africa through the U.N. Trus t Fund for South Africans. Phis fund was established by the General Assembly in 1965 to (a) provide relief to dependents of persons detained by the Government of South Africa be­cause of their opposition to the policies of apartheid, and (&) to provide relief for refugees from South Africa. The Fund is financed by voluntary contribu­tions from governments and other bodies. The High Commissioner receives moneys from this Fund to assis t refugees from South Africa.In fiscal year 1968 the United S tates contributed $30,000 to the Fund—$25,000 to each of the two programs. The State Department in its budget submissions to the Congress for fiscal year 1969 and fiscal year 1970 requested appropriations for an additiona l U.S. contribution. The request was not granted and there have been no further  U.S. contributions to the U.N. Trus t Fund for South Africans.
Mr. Sobotka. I he X nited States, incidentally, does not contribute to the High  Commissioner’s special educational fund at the present time. We contribute generally to the total program but not to the special education fund.
Mr. Shriver. Are there many U.N. programs tha t we don’t con­tribute to ? I  am glad to hear there is at least one.Mr. Sobotka. Mr. Shriver, I am not competent to speak on the total range.
Mr. Shriver. We will find that  out later.

REQUEST S FOR OTH ER REF UGE E PROGRAMS

You are requesting a total program level of $8,650,000 for fiscal 1972. How much is being requested for the other refugee assistance efforts, such as food programs ?
Mr. Kellogg. We don’t get  involved in food programs. That  is a separate  program entirely , Mr. Shriver.
Mr. Sobotka. We can furnish for the record, however, what other Government agencies are requesting for this purpose.Mr. Shriver. Do that.
(Informat ion follows:)

In addition to the $8,650,000 appropriat ion requested for fiscal year 1972 refugee and migration assistance, the following are other  refugee programs and amounts requested for fiscal year 1972 :
Cuban refugee program (HE W)-----------------------------------------$144,000,000Vietnamese refugee program (AID)_______________________  39,286,000Public Law 480 food for peace program (refugee port ion) _____  1 30, 000. 000U.S. contribution to UNRWA for Palestine refugees__________  1 23, 200, 000Laotian refugee program (AID)___________________________  1 11, 900, 000Southern African student program (Sta te Department)_______  377,705Regional educat ion/t raining program for Southern African refu­gees (AID)_____________________________________ _____  300,000

Total ____________________________________________ 249,063,705
1 E stima te.
Mr. Shriver. And using the tota l of all of these programs, would you provide for the record the U.S. total and that  of the other free w’orld countries for the latest year possible ?(The information follows:)
The estimated requests for fiscal year 1972 by all U.S. Government refugee programs is $258,000,000.
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Several factors impede and in some cases preclude the gathering and ana ­
lyzing of information on amounts spent by othe r countries for refugees. Foremost 
among these factors  is tha t large expenditures for welfare and assistance to 
refugees are buried in programs for the assistance and general welfare of the 
population as a whole and are not accounted for separately. Furthermore, 
large amounts of funds are provided by State, county, and municipal govern­
ment administrations and are not readily available. Several governments do 
not separate funds spent on regular  immigrants  from funds spent on refugees, 
and several governments speno large amounts on groups of refugees for whom 
the U.S. Government has no expense. Finally  for reasons of their  own some 
countries do not wish to divulge amounts spent for this purpose. Nevertheless, 
based on the information available it is estimated tha t other free world coun­
tries spend over $2 billion a year on refugees and expellees.

REFUGEES FROM COMMUNIST CHINA

Mr. Shriver. Only $500,000 of  your request is for refugees from 
Communist China, but on page 8 of the justifications it is stated tha t 
this program demonstrates tha t we are interested in Asian refugees 
from communism as well as those in Europe. With  over 94 percent of 
your request going to other areas of the world, do you feel th at this 
$500,000 is sufficient to show our concern in Asia ?

Mr. Kellogg. Well, sir, I think the best answer was supplied in a 
way by the chairman in that, contra ry to our o ther programs, a fa irly 
substan tial portion of our FE RP  program is devoted to hospitals 
and other buildings,  such as schools, and things of tha t sort tha t are 
visible demonstrations of the U.S. interest in Communist escapees, 
so th at my answer would be although the amount is small I think it 
does make a definite impression.

Mr. S hriver. But other countries are making considerable contribu­
tions to the refugees from Communist China , are they not?

Mr. Kellogg. Yes, sir; I believe they are.
Mr. Shriver. Par ticu larly the Crown Colony at Hong Kong.
Mr. Kellogg. T hat  is right,  s ir ; very substantial contributions.
Mr. Shriver. Mr. Chairman, tha t is all.
Mr. Galifianakis. Thank you, Mr. Shriver. Mr. Roybal ?
Mr. Roybal. I  have no more questions.
Mr. Galifianakis. Mr. McEwen ?

VOLUNTEER EFFORTS IN  REFUGEE PROGRAMS

Mr. McEwen. Mr. Chairman, just one ma tter I would like to ask 
Mr. Kellogg about. Your own experience, sir, prio r to being in this  po­
sition was as a volunteer in this area ; is that  correct?

Mr. K ellogg. Yes, sir.
Mr. McEwen. W ith regard  to  vo luntary efforts in the refugee p ro­

gram, would you say the volun tary programs are increasing or de­
creasing in the share of the work t hat  they are doing ?

Mr. Kellogg. I think tha t estimates are available which show the 
voluntary agency contributions as compared to U.S. Government 
funds, and I  th ink, for example, if memory serves me, some voluntary 
agencies contributed more, and in some cases substantially more, than  
they received from the U.S. Government. I was very much impressed 
by this.

Mr. McEwen. Could you furnish  that  for the record ?
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Mr. Kellogg. Yes, sir ; we will see what informat ion we can develop.(Info rmat ion follows:)
There follows a table furnish ed by the  Volu ntary Agencies Division, Office for Pri va te Overseas Prog rams, of the Agency for  Intern ational Development. This  table  is a compilation of information furnished  from repo rts of volu ntary agencies registered with  the  Advisory Commit tee on Volun tary Foreign Aid. It  represen ts income for  overseas programs  only. It  is estimated th at  10 percent of the to tal  amount  is for ass ista nce  to refugees.
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Mr. McEwen. Thank you very much.

COUNTRY PARTICI PATIO N IN  VARIOUS REF UGE E PROGRAMS

Mr. Galifianakis. Has there been furnished for the record the num­
ber of countries tha t are in active pa rticipation  in this program with 
the Uni ted States ? Does the number stay the same or does it fluctuate ?

I mean the partic ipating countries.
Mr. Kellogg. In which particular  program ?
Mr. Galifianakis. Does it vary in each of the programs, the number 

of pa rtic ipat ing countries?
Mr. Kellogg. Yes.
For  example, there will be one ros ter of countries tha t contributes 

and belongs to the UNHCR and there will be another group tha t con­
tributes to ICEM. They are not always the same. There are a good 
many repetitions,  but in certain instances, for reasons of thei r own 
the list won’t be the same.

Mr. Galifianakis. Could we have the classifications with the corre­
sponding countries in each program  ?

Mr. Kellogg. Yes, sir.
(Information follows:)

GOVER NM ENT S CO NT RIBU TIN G TO ICEM. UNH CR, ICR C. AND TO PROGRAMS FOR 
REFU GEES FROM EA STERN EURO PEAN CO UN TRIES

Refugees
from
Eastern
European

ICEM UNHC R IC RC  countries

Alge ria .......................................
Argent ina...................................
Aus tra lia....................................
Au str ia.......................................
Baha mas ....................................
Belgium.....................................
Bo livia........................................
Botswana...................................
Braz il..........................................
Bul garia .....................................
Bur ma........................................
Bur und i......................................
Cameroon..................................
Can ada .......................................
Central Afric an Rep ubl ic.........
Ceylon........................................
Ch ile ...........................................
China. Republic of....................
Colombia....................................
Congo (B ra zz av ille) ..................
Congo (K insh as a) .....................
Costa Ric a..................................
Cy prus........................................
Den mar k....................................
Domin ican Rep ubl ic.................
Dubai ..........................................
Ecuado r......................................
El Sal vado r................................
Ethio pia......................................
Fin lan d.......................................
Fra nc e........................................
Gabon.........................................
Gam bia.......................................
Germany, Federa l Republic of.
Gha na.........................................
Greece........................................
Holy S e e ...................................
Honduras...................................
Ice lan d.......................................
Ind ia..........................................

X
X
X

X
X

X
X
X
X
X
X

X
X

X

..................... X
X  X

X

X
X

X
X

X
X

X
X

X

X
X
X

X
X
XX
X
X
X
X
X

X
X

X
X
X

XX
X
X
X

X

X

X

X

X
X

X
X
X

X
X
X

X
X
X

X
X

X

X

X

X

X

X

X

X

X
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GOV ERN MENTS  CO NT RIBU TING  TO ICEM, UNH CR, ICR C, AND TO PROGRAMS FOR 
REF UGEES  FROM EASTE RN EURO PEAN  CO UN TR IES- Co nt inue d

Refugees
from
Eastern
European

ICEM UNHC R ICRC  countries

Ind onesia..................................
Iran ............................................
Ira q............................................
Ire lan d.......................................
Is ra e l. .......................................
Ita ly ............................................
Ivory C o ast .. ................... ..
Ja pa n.........................................
Jo rd an ........ ...............................
K e n y a .. ....................................
Khmer Rep ubl ic........................
Korea, Republic of (S o u th ). ..
Kuw ait.......................................
Lebano n.....................................
Lib er ia.......................................
Ly bi a..........................................
Liechtenstein............................
Luxembou rg..............................
Malagasy Republ ic...................
Malawi.......................................
Malays ia....................................
Malta ..........................................
Mau ritiu s...................................
Mexico.......................................
Monoco......................................
Morocco.....................................
Nep al.........................................
Netherlands..............................
New Zealand............................
Nicarag ua..................................
Nig eri a.......................................
Nor way ......................................
Pakis tan ....................................
Pana ma.....................................
Paragu ay...................................
Per u...........................................
Phi lippin es................................
Poland .......................................
Portugal....................................
San  Mar ino...............................
Sau di A ra b ia ...........................
Se ne ga l.....................................
Sie rra  Leone .............................
South  Afric a, Republic of.......
Southern Yem en......................
Sove reign  Order of Malta___
Sp ain.........................................
Su da n...................................... .
Sweden.................................... .
Sw itzerland..............................
Ta nza nia ..................................
Th aila nd ...................................
Togo.........................................
Trin idad  and Toba go............. .
Tu ni si a.................................... .
Tu rk ey ......................................
Ugan da.....................................
United Arab Republic............ .
United King dom ..................... .
United State s of A mer ica___
Uru gua y..................................
Ven ezue la................................
Vietnam , Republic of (So uth )
Yug osl avi a...............................
Zambia ....................................

Mr. Sobotka. Mr.  Con gressm an,  the In tergov ernm en ta l Com mit tee 
fo r Eu rope an  Migr ati on , and Un ite d Na tio ns  H ig h Comm issio ner  f or  
Refugees, both happen to hav e 31 Gov ernment-members . In  the case 
of  IC EM  each is an actual  mem ber  of IC EM , and in the case of the  
H ig h Com mission er 31 governm ent s si t on the execu tive  committ ee, b ut
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they are not all the same governments, and, in addition, the High Com­
missioner gets contributions from some 30-odd additional  governments.

ICEM  is strictly a Western-oriented organization, whereas the Hig h 
Commissioner has contributions from a range of members of the 
United Nations.

INTE RN AT IONA L COMM ITTEE OF THE RED CROSS

Mr. Galifianakis. In the case of the Inte rnat iona l Committee of the 
Red Cross, I see an appropriation of $50,000. How many countries 
participa te in this type of contribution to the International Committee ?

Mr. Sobotka. I believe the figure is roughly 70 countries.
Mr. Galifianakis. And how does this amount compare with contri­

butions made by the other countries ?
Mr. Kellogg. I can give you that,  sir, I think. I don’t have it by 

percentage, but, for example, as you already know, we have asked 
$50,000 as a government appropria tion for the  support of ICRC.

The German Federal Republic contributed $55,148 in 1970, which 
is next to largest, because Switzerland gives the greatest amount in 
1970, $581,731.

Mr. Galiafianakis. Why don’t you furnish all of tha t for the 
record ?

Mr. Kellogg. We will be glad to, sir.
(The inform ation was supplied on p. 497.)

staff contacts with refugees

Mr. Galiafianakis. I have one other question. Do members of your 
staff come into actual contact with the refugees ?

Mr. Kellogg. Oh, yes, sir, very definitely, particularly out of our 
Geneva office. They are constantly in the field observing how the 
mechanism is working.

CLASSIFICA TIO NS OF REFUGEES

Mr. Galiafianakis. What goes into classifying one as a refugee as 
opposed to having some other  status, immigration or otherwise?

Mr. K ell ogg. Well, th at is a very good question, Mr. Congressman, 
and it i llustrates how complicated it is. There are at least three defini­
tions of a refugee. There is a general definition, which is any person 
who flees from his home or country to seek refuge elsewhere. There is 
a Convention definition of refugees. This is the  definition as defined 
in the statute  of the Office of the UNHCR. Then there  is our own defi­
nition, which is s till slightly  different. When I say our own, I mean 
mv office.

We break refugees down into two categories, one of  which is an 
alien refugee, which is any person who has crossed an international 
front ier and is an alien within his present country of asylum, and 
then there is a nonalien refugee, which is any person who is displaced 
within his own country and who has the righ t of nationality in his 
present country of asylum.

Does tha t answer your question ?
Mr. Galifianakis. Yes, it does. Do you apply  all three of those 

standards ?
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Mr. Sobotka. As far  as this part icul ar program is concerned, we 
deal entirely with refugees who have left thei r own countries, pr i­
marily because of war or political, religious, or some other type of 
persecution, as opposed to a refugee from a disaster such as an e arth­
quake, who may be in his own country. None of our funds would apply 
to tha t latt er type of refugee. In other words, crossing a border for 
good reason is one of the  cri teria  that  we are involved in in  all of the  
programs tha t we do here.

PROJECTED TROU BLE AREAS

Mr. Galifianakis. Do you forecast the  pa rticular  troublesome area 
on the globe now that would create a special si tuation  fo r your  office?

EAST PA KI ST AN

Mr. Kellogg. Yes, sir. I believe the re is one that looks particularly 
alarming and tha t is the  East  Pakistan  situation. I think tha t is the 
one that  may cause the greatest number of refugees.

Mr. Galifianakis. Do you do any preplanning in anticipation?
Mr. Kellogg. I t is underway now, sir.
Mr. Galifianakis. What other area would you contemplate might 

cause your office special concern ?

RUS SIA— SOVIET JE W S

Mr. Kellogg. The very trying situat ion in Russia with respect to 
Soviet Jews. As you undoubtedly are aware, and as has been in the 
public press, recently a great many more Russian Jews have been 
allowed to leave the Soviet country. Whether this  will continue or not, 
we don’t know, but this  is another area t ha t we are watching very, very 
carefully.

Mr. Galifianakis. I don’t have any other questions.
Mr. Roybal?
Mr. Roybal. No questions.
Mr. Galifianakis. Mr. McEwen ?
Mr. McEwen. No.
Mr. Galifianakis. Mrs. Reid ?

PER CENT OF U. S.  CO NTRIB UTION S COMPARED W IT H OTHER COUNTRIES

Mrs. R eid. Wha t is the  percentage of U.S. contributions  to the re­
settlement of refugees as compared to t ha t of other countries ?

Mr. Kellogg. I t is very  difficult accurately to assess the payments 
of other countries on behalf of refugees. In many countries, large ex­
penditures for welfare and assistance to refugees are buried in pro­
grams for assistance and general welfare of the population as a whole. 
Furthermore, large amounts of funds are provided by State, county, 
and municipal government administrations and are not readily avai l­
able. Several governments do not separate funds spent on regular im­
migran ts from funds spent on refugees, and several governments spend 
large amounts on groups of refugees for whom the U.S. Government 
has no expense. Finally  fo r reasons of their own some countries do not 
wish to divulge amounts spent for this  purpose.
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However, our best estimate is th at U.S. Government contributions to resettlement of refugees may be about 12% percent of tha t of all other countries.

TRAINING OF UNSKILLED REFUGEES

Mrs. Reid. Are there any provisions for giving tr aining to unskilled refugees as part of the ir resettlement ?
Mr. Kellogg. The U.S. refugee program constantly reviews the need 

for vocational training  projects for unskilled refugees and periodi­cally implements such projects whenever it is determined tha t they would material ly help a significant number of refugees to meet the re­settlement cri teria of a given country. The USRP, in cooperation with 
ICEM  and the UNHCR also provides language training programs for refugees not only to enhance their  resettlement potential but also to accelerate the process of their  becoming ful ly integrated  in the ir new homelands.

ICRC PRISONERS OF WAR

Mrs. Reid. Wha t steps have been taken by the Internat iona l Red Cross during  the pa st year in behalf of U.S. prisoners of war in North Vietnam ?
Mr. Kellogg. The Inte rnat iona l Committee of the Red Cross (ICR C) during the past year continued to make approaches to North Vietnam, the “Provis ional Revolutionary Government,” and to Com­munist authori ties in Laos, on behalf of U.S. prisoners of war. North Vietnam rebuffed the ICR C’s approaches, holding to its position tha t the American prisoners it holds are not covered by the Geneva prisoner-of-war convention. The United  States and the ICRC have 

formally rejected this N orth Vietnamese contention. The ICRC made private approaches to the PRG  in hopes of obtaining a list of U.S. prisoners, w ithout success. The ICRC delegate in Laos met a number 
of times with the representa tive in Vientiane of the Lao Pat riot  F ront  (Pa the t Lao).  He transmitted a list of U.S. missing personnel to the Lao Patrio tic Fro nt each month and has forwarded many letters. However, the Lao Communist authorities  have not responded to these appeals for information. The ICRC  also continues to forward mail to our prisoners in North  Vietnam, despite the fact that Communist author ities say they will only accept mail sent directly by families or through the “Committee of Liaison,” the antiwar group in New York that  has forwarded and received prisoner-of-war mail. It  should also be noted t ha t the ICRC is sponsoring a series of conferences on 
internationa l humanitarian law in armed conflicts, which we hope will help secure better enforcement and applicat ion of the Geneva prisoner-of-war convention.

BIAFRAN REFUGEE RESETTLEMENT

Mrs. Reid. Have all  the people disrupted by the Biaf ran war been resettled ?
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To what extent were we involved there through the U nited Nations 
Commissioner ?

Mr. Kellogg. We unders tand tha t most o f the people whose lives 
were disrupted, or who were displaced, or fled, durin g the course of 
the civil war in Nigeria which ended 14 months ago have been reset­
tled. The Nigerian author ities show very little  curren t concern for 
what people’s sympathies may have been at the time of the secession, 
and in fact under the amnesty proclaimed at the end of the war 
thousands of  former “B iafran” civil servants, police and even soldiers 
have been reincorporated into their  respective services. There have 
been no mass arrests, trials, mass imprisonments or executions.

As s tated by Presiden t Nixon in his report to the Congress on for­
eign policy on February  25,1971:

The United  Sta tes views with  adm irat ion  the  humane and sta tesm anlike 
policy of reconciliation  which Nigeria has adopted.

The United Nations High  Commissioner for Refugees was not ini­
tially  involved in  the civil war because his mandate does not extend to 
refugee situations within  the boundaries of a nation. Since the  war’s 
end, however, the UNHCR, together with ICEM, have furnished  im­
porta nt assistance in the repa triation of  persons, particularly children, 
who were accorded re fuge from the conflict in nearby West African 
countries.

C O M M U N IS T  C H IN A  RE FU GE ES  TO HONG KON G AN D MA CA O

Mrs. Reid. What is the  approximate number of refugees now com­
ing out of Communist China to Hong Kong and Macao ?

Mr. Kellogg. The Hong Kong Government does not maintain  sta­
tistics on the numbers of refugees entering the colony. However, one 
of the best indicators of  the refugee flow is the registra tions of persons 
who have entered Hong Kong illegally. In 1970 there were almost 9,000 
such regis trations,  an increase of about 1.500 over 1969. We also have 
received an independent estimate tha t about 7,500 refugees entered 
Hong Kong in 1970.

Because of controls on both sides of the  border, a negligible number 
of refugees are able to enter Macao from Communist China.

CO NCL USI ON

Mr. Galifianakis. We would like to reserve the opportunity for 
those members who were not present, within a reasonable time, say, 24 
hours, to submit special questions th at might arise between now and 
then to be submitted to you. We have the misfortune of two subcom­
mittees meeting at the same time, and I apologize for my own tardiness.

I would like to express the grati tude of  the chairman and the com­
mittee ; and since this is your very first oppor tunity  as a witness, I think  
you have acquitted yourself very well on a very sensitive subject ma t­
ter, and we thank you and your associate very much.

Mr. Kellogg. We appreciate that.
Mr. Galafianakis. We will adjourn until 1 p.m. tomorrow.

60 -2 08  O— 71— pt . 1-------33
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T uesday, A pr il  6, 1971.

EXPORT-IMPORT BANK OF TIIE  UNITED STATES
W IT NES SE S

H E N R Y  K EA R N S, P R E S ID E N T  AND C H A IR M A N  OF T H E  BO AR D OF 
D IR ECTO RS

W A L T E R  C. SA U ER , F IR S T  V IC E  P R E S ID E N T  AND V IC E  C H A IR M A N  
OF T H E  BO AR D OF D IR ECTO RS

DO N BOST W IC K, E X E C U T IV E  V IC E  P R E S ID E N T  
JO H N  E. CORETTE I I I ,  G EN E R A L  CO UN SE L
J. P A T R IC K  DUGAN, SE N IO R  V IC E  P R E S ID E N T  AND T R E A S U R E R - 

CONTR OLL ER
JA M E S K . H ES S,  C H IE F , BUDGET  A U D IT  SE CTIO N 
NANCY S. P IG M A N , O FFIC E  OF T H E  G E N E R A L  CO UN SE L

LIM ITAT IO N ON PROGRAM A CTIV IT Y 

PROGRAM AND FIN AN CIN G (IN  THO US AN DS  OF DO LL AR S)

1970 actual 1971 estimate 1972 estimate

Program by a ctiv ities:
Equipment and services loans:

Authoriza tions...... ......... ............................. ............. ............. ...........
Partic ipations and canc ellatio ns____________ ________________

1,54 9,58 8 
-3 5 ,4 5 3

2,1 37, 450 
-8 0 , 000

2,44 5, 000 
-9 0 , 000

Net authorizations ........................................................................... 1,51 4,13 5 2,0 57,450 2,355, 000

All  other, excludin g administrative expenses:
Auth orizat ions............ ......................... ....... ................................... .
Participa tions, cancel lations, and expirat ions____ ____________

1,11 6,390
-7 9 ,6 7 5

1,24 3,173 
-9 7 , 059

1,379 ,411
-1 01 ,4 71

Net autho rizatio ns..................... ............. ......... ............... ............. 1,03 6,715 1,14 6,11 4 1,2 77, 940

Total author izations  o ther than for administ rative ex pe ns es .. 
Finan cing: Uncommitted balance lap sin g____________________________

2,5 50,850  
876, 563

3, 203, 564 
871,919 .

3,6 32, 940

Limit ation ................................................................................................. 3,4 27,4 13 4, 075,483 3,6 32 ,94 0

LIM IT AT IO N ON AD M IN IS TR AT IV E EX PE NS ES

PROGRAM AND FIN AN CIN G (I N  TH OU SAND S OF DO LL AR S)

1970 1971 1972
actual estimate estimate

Program by acti vit ies :
Adm inist ration:

(a ) Loan pr og ra m ..........................................................
(b ) Guarantee and insurance  prog ram_______________
(c ) Garage management..............  .......... .......................

..............  3,951

..............  1,814

............... 32

4,972
1,976

18

5,067  
2,632 

20

Total  oblig ations____________ _______________ ..............  5,797 6,966 7,719
Financ ing :

Obligat ions not sub ject  to lim itat ions...................... . ............. ..............  -3 2 - 1 8 - 2 0
Unobligated balance  lap sin g...................................................................... 183 ......................................................

Lim itat ion .................................................................................................  5,94 8 6,613 7,69 9
Proposed supplementa l for civi lian  Pay Act increas es.............................................................. 335 ...........................
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OBJECT CLASSIFICATION (IN  THOUSANDS OF DOLLARS)

1970 1971 1972
actual estim ate estim ate

Personnel compensat ion:
Permanent pos itions.................................................................................Positions other than permanen t..............................................................
Other  personnel compensation: Overtime and holiday pay ................Special personal service paym ents :

Reimbursable de ta il..........................................................................
Excess of annual leave earned over leave tak en ..........................

Tota l personnel compensation.....................................................Personnel benefits : Civ ilian  employees.........................................................Travel and tran spo rtat ion of persons.............................................................
Transporta tion of things...................................................................................
Rent, communications,  and ut ili tie s...............................................................
Pr int ing  and reproduct ion................................................................................Other services....................................................................................................Supplies  and materia ls.....................................................................................
Accrued adm inis trat ive expenses included in schedule  for fund as a 

whole, (See separate schedule. ).................................................................

4,313 5,246 5,652
12 30 22
48 29 49

43 57 59
94 73 108

4,510 5,435 5, 890
324 432 454
140 207 250

3 5 6
571 592 773

38 52 53
150 179 211
61 64 82

- 5 ,  797 -6 ,9 6 6 -7 ,7 1 9
Tota l accrued admin istrativ e expenses—costs.......................................................................................................................

PERSONNEL SUMMARY

Total number of permanent pos itions. . 
Fu ll-time equ ivalent of o ther positions.
Average number of a ll employees........
Average GS grade....................................
Average GS salary...................................
Average salary  o f ungraded posit ion s. .

353 398 423
2 2 2

337 365 386
8.9 9.3 9.3

$13, 244 $13, 738 $13, 762
$6,908 $7,000 $7, 269

Note: Af ter the budget was submit ted , H. Doc. 92-93 was transmit ted  to Congress containing $373,000 in increased pay costs for fiscal year 1972.

PUBLIC ENTERPRISE FUNDS

PROGRAM AND FINANCING (IN  THOUSANDS OF DOLLARS)

1970 1971 1972
actual estimate est imate

Program by act ivit ies :
Loan program:

Operating costs, fund ed :
Inte res t on borrowings ................................................. .
Discount on short-term  no te s. .................................... .
Inte rest on part icipation certificates and debentures.
Inte rest on advances under lett ers  o f cred it...............
Admin istra tive  expenses subject to lim ita tio n............
Other financial expense................................................ .
Other expenses................................................................

Total operating costs, funded....................................
Change in selected resources *..............................................

Total obliga tions (operations program)............................

66,567 104,794 168, 567
4,325 . .

119,582 97, 748 52,696
794 1,000 1,000

3,951 4,972 5,067
12,174 13,988 12, 535

186 76 79

207, 579 222,578 239, 944
- 5 ,  533 -9 59 -5 3 1

202, 046 221,619 239, 431
Capital outlay,  funded :

Equipment and services loans.
Commodity loans......................
Discount loans..........................
Special foreign trade loan s. . .  
Repurchase of loans.................

1,0 95,004  1,237,509  1,29 4,06 2
67,365 80,000 81 ,600

146,450 395 ,200 425,900

Total capita l outlay, fun ded...............................
Change in selected resources *......................................
Ad justme nts  in selected resources (loan  oblig ations)  

Total obligations (c ap ita l ou tla y) ...............................

Tota l obligations (loan  program)...............................
Other:  Purchase of  equ ipment—Capital outlay...........

25, 000 50, 000260,318 ................ '. ......................... ..

1, 569,137 
-1 24 ,0 73

304,533

1,737,709
743,089 
421,730

1,8 51 ,562  
603 ,708 
529,319

1,749,597 2,902,528 2,984,589

1,951,643 3,124,147 3,2 24 ,02 0
69 100 100

See footnote at end of table.
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PUBLIC ENTERPRISE FUNDS-C ontinu ed 

PROGRAM AND FINANCING (IN  THOUSANDS OF DOLLAR S)-Continued

Guarantee and insurance program:
Operating costs, funded :

Admin istrative expenses subjec t to lim ita tion.  
Nonadminist rative expenses...............................

Total opera ting  costs, fun de d........................
Change in selected resources:
Guarantees............................................................................

Short-term insurance..................................................
Medium -term  insurance.............................................

Subto tal...............................................
Reduction for f raction al reserve basis .

Total change in  selected resources.................................

Total obligations (guaran tee and insurance program).  

Tota l obl igations................................................................

Financing:
Receipts and reimbursements from:

Non-Federal source...........................................................................
Loan program:

Loans repaid...............................................................................
Sale of loans w ith  recourse......................................................
Sale of loans w ith ou t recourse................................................
Intere st revenue from  loans.....................................................
Guarantee and insurance p rogram: Fees and prem iums, net

Recovery of prio r-ye ar obligations, loan program............................
Unobligated balance availab le, sta rt of year: Au tho rity  to spend pub­

Unobligated balance avai lable,  sta rt of year: Au tho rity to spend
agency debt rece ipts .............................................................................

Unobligated balance availab le, end of year : Authority to spend pub lic
deb t rece ipts ..........................................................................................

Unobligated balance available, end of yea r: Au tho rity to spend
agency debt  rece ipts .............................................................................

Capital tran sfer  to genera l fund ..............................................................

1970 1971 1972
actual estimate estimate

1,814 1,976 2,632
3 21 26

1,817 1,997 2,658

376,644 693,437 894,098
375,000 . 300, 000
263,288 249,982 177,730

1,014,932 943,419 1,371,828
-7 62 ,7 01 -7 07 ,7 73 -1 ,0 28,8 71

252,231 235,646 342, 957

254,048 237,643 345,615

2,205,760 3.361,890 3,569,735

- 3 2 -1 8 -2 0

-8 70 ,5 81 -1 ,0 70,2 03 -1 ,0 53,0 82
-3 25 ,1 01 -4 20 , 000 -4 00 ,0 00
-8 1 ,1 39  .

-3 17,1 30 -3 31 ,9 89 -3 53 , 790
-3 ,0 0 3 -5 ,6 51 -6 ,2 5 1

-3 04,5 36 -4 21 ,7 30 -5 29,3 19

. -2 ,4 70,3 75 -1 ,5 36,8 38 .

-9 8 , 434 -6 77 , 734 -1 ,0 52 , 273

1, 536,838

677, 734 
50,000

1,052, 273 
50, 000 50,000

Budget authority  (permanent, indefin ite autho rity  to spend 
agency debt receip ts).................................................................................................................................  225,000

Relation of obligations to out lays:
Obliga tions incurred, net..................................
Obligated balance, s tar t of year :

Au tho rity  to spend pub lic deb t receip ts. 
Au tho rity  to spend agency d ebt receip ts.
Fund balance..............................................

Obligated balance, end of year ;
Au tho rity  to spend pub lic debt  receip ts.  
Au tho rity  to spend agency debt  receipts.
Fund balance..............................................

Outlays....................................................

304,238 1,112, 299 1, 227, 273

2, 809, 437 2,876, 721 3, 775,143 
105,877 

6,4138,519 26, 413

- 2 ,  876, 721 - 3 ,  775,143 
-1 05 ,8 77  

-6 ,4 1 3

-2 ,8 31,0 15 
-1 ,9 87,2 78 

-6 ,4 1 3-2 6 , 413

219,060 128,000 290, 000

i Balances of  selected resources are identif ied on the statement of financia l condition.

OBJECT CLASSIFICATION (IN  THOUSANDS OF DOLLARS)

1970 actual 1971 estimate 1972 estim ate

Other se rvices...................................................................................
Equ ipment .........................................................................................
Investments and loans.......... ......... ...............................................

................  158

................ 69
1, 749, 597

79
100

2,902,528 
217,530 

6,966

85
100

2,984,589  
234,798 

7,719
Intere st on por tfol io certi ficates, etc ..............................................
Admin istrativ e expenses. (See separate schedule.)......................

................ 203,441

................ 5,797

Total costs, fu nded ................................................................
Change in  selected resources..........................................................

................  1,959,062

................  246,698
3,127,203 

234,687
3,227,291 

342,444

Total oblig ations.................................................................... ................  2,2 05,760 3,361,890 3,569,735
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Mr. P assman . The comm ittee  wil l come to  order.
We  shall  he ar  th is  aft ern oo n witnesses fro m the Exp or t- Im po rt  

Ba nk  of  the U ni ted State s w ith  respect to  th ei r reques t for  a li mita tio n 
on th ei r fiscal 1972 sp endin g prog ram, as well  as a l im ita tio n on th ei r 
ad min ist ra tiv e expenses.

We  have as the chief witness the Ho no rab le Hen ry  Kea rns, pr es i­
dent  an d ch air man  of  the board  of  the bank , an d his  staff.

Be fore ac tua lly  ge tti ng  i nto  the  s tat em ent and de tai led  questions, I 
wa nt to say fo r the  record  th at  th is  is a sp len did  org aniza tio n. I t  is 
one th at is ope rat ed  on a bu siness bas is.

Th is is one  of  the d ep ar tm en ts o r ag encies o f Govern ment I  th in k we 
all  are  prou d of  because it  is one th at  f inanc es ou r exports  and , whi le 
do ing  so, earns  a pro fit  not only fo r the man uf ac tu re r of the com­
mo dity sold, bu t also ma king  it  possible fo r the man uf ac tu re r to  p ay  
huge  sum s into  th e In te rn al  Revenue  Service. Th is is one o rgan izat ion 
th at  has  n eve r h ad  a concessionary in terest form ula . I th in k the mini­
mum  has alw ays  been 6 p erc ent and th e maxim um  has been 6 pe rcent. 
So I am prou d of  th is  org aniza tio n. I  do not th in k they  sho uld  be 
tu rn ed  loose to run wi ld an d I  do no t th in k thev  will do so as long as 
we h ave Mr.  Ke arn s. So with  t hat  s aid , we wi ll abide by the rules of 
the committee , each member w ill consume 5 m inu tes  w ith  quest ions an d 
answers, an d then  we wil l go back to  each  mem ber  and let him  con­
sume  all  the  tim e he needs to  review th e p rogram .

Do you have a  s tat em en t you wou ld like  to make to  the  com mit tee ?
Mr. K earns . I would  lik e to , w ith  yo ur  pe rmission.

General Statement

Mr.  Ch airm an , mem bers  of the  com mit tee , it is a ple asu re fo r me 
to  ap pe ar  befo re you  to discuss the Exp or t- Im po rt  Ba nk 's fiscal year  
1972 bu dg et  reques t an d th e activ itie s of the Ba nk  dur in g th e pa st  year. 
Th is is my th ir d  appeara nce before  th is  commit tee since  becoming 
Ch ai rm an  of th e E xp or t- Im po rt  Ba nk  in Marc h 1969.

Las t year  I  des crib ed some of  th e pro blems  f ace d by U.S. ex po rte rs 
com peting in th e in te rn at iona l ma rke tplace . I also ou tlined some of 
the cha nge s which  ha d been  mad e to  th e Ba nk 's prog rams to  enable 
ou r expo rte rs to  more effective ly mee t the challeng e of achie vin g an 
impro ved  U.S. ba lan ce-of -pa ym ents posit ion  th ro ug h inc reased  U.S . 
exp ort s. To day, I  would  like to s ha re wi th  you the  r esu lts  in  fiscal y ear 
1970 of  these cha nge s and ou r expecta tions  o f the com ing  fiscal yea r.

FIS CAL YEAR 1970

Fisca l ye ar  1970, was  a ye ar  of  expansion at Ex im bank . Ne arl y $4 
bi llion  of  loa ns, guara nte es,  a nd  insu ran ce were au tho riz ed  d ur in g the  
year in  su pp or t of $5.5 bil lio n of  U.S. ex po rt sales. Th is was  an  in ­
crease of  90 percent ov er th e amount o f U.S.  ex ports  supp or ted by fiscal 
ye ar  1969 au tho riz ati on s, an d was  the hig hest level  in the Ba nk 's 
his tory.

Fiscal  y ea r 1970, au tho riz at ion s fo r loans inc reased  70 pe rcen t ove r 
the previo us ye ar  an d inc lud ed $1.5 bil lion fo r equ ipm ent  an d serv ices  
loans, $75 mi llio n fo r the Ba nk 's an nu al cot ton  cred it to Ja pan , an d 
$584.2 mil lion in  discou nt loans.
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Gu ara nte e an d insura nce  a utho riz at ion s also  increased. Gro ss gua r­
ant ee a nd  in suranc e au tho riz ati ons in f iscal yea r 1970, were  $1.8 bil lion , or  an increase of  44 per cent ove r the  fiscal year  1969 levels. Much of th is increase  was due  to  t he  poli cy of  thi s ad min ist ra tio n of  req ui rin g 
pr ivate fina ncing pa rti cipa tio n in all  Ex im ba nk  cre dit s, wi th Exi m ­
bank w ill ing to issue a fina ncia l g ua rantee  t o cover the  pr ivat e financ­ing p or tio n o f the to ta l credi t when app ropr ia te .

The net  earnings  of the  Bank increased  from $104 m illion in fiscal 
year  1969 to $110.7 mi llio n in fiscal ye ar  1970, a rise of  6.4 percen t. 
Fro m these earnings, the  Bank pa id  a $50 mi llio n div ide nd  to the  
Treasury , an amount equal to 5 per cen t on the $1 bil lion of  cap ita l 
stock  held by the  Treasury . The remain ing $60.7 mi llio n was add ed 
to the Ban k’s “Re tai ned Income Reserve .”

Fiscal  ye ar  1970, au tho riz ati on s unde r the  “E xp or t Ex pansion  
Fa ci lit y” consisted of  $93.2 mi llio n in loans and $156.9 millio n in 
medium-term  guaran tee s and  insurance. To ta l ch arg es ag ain st the  $500 mil lion  E E F  lim ita tio n were $168.6 mil lion  at Ju ne  30, 1970.

The loss experience  o f th e Bank continued to be negl igib le. No lo ans  
were wr itt en  off d ur ing fiscal year  1970 and claims pa id,  net of recov­
eries , were  s lig ht ly un de r $16,000. The Ban k’s loss ra tio  o f writeoff's to 
disbur sem ents since the  incept ion  of  the  Ba nk  is only  two  one-h un­dred ths o f 1 p ercent .

The ac tiv itie s of the  Ba nk  result ed  in a dir ect  contr ibuti on  to the  U.S. bala nce of paym ents of  $960 mi llio n in fiscal year 1970. Ad ding  
to thi s the  ind ire ct contr ibuti on  from cash paym ent s on guara nteed 
and  insured shipm ent s, and rep ayme nts  to ex po rte rs and commerc ial 
banks of  cre dit s gu aran tee d or insured by the  Ba nk  rai sed  the  tot al 
contr ibu tio n from Ex im ba nk ’s prog ram s to ou r Na tio n’s bala nce  of pay ments  in f iscal ye ar  1970 to abo ut $1.9 bill ion .

As par t of ou r co nti nu ing  ev alu ati on  o f the  needs  of U.S. exporte rs 
and  Ex im ba nk ’s effectiveness in meeting thes e needs , seve ral of the 
Ban k’s ex ist ing  program s have been fu rther  revised and new ones have been develo ped.

The re len din g cre dit  prog ram has been revised to make it  more  
responsive to the  needs of  U.S. ex po rte rs both in deali ng  wi th smal l 
and  medium-size d busines s abroa d and  in in tro du cin g new products 
into a po ten tia lly  lucra tiv e foreign  ma rke t. Th is pro gra m should  l ead  
to increased U.S. ex po rts  in are as where addit ion al export ma rke ts fo r U.S. goods and  serv ices  exist .

A new prog ram, the  Coope rati ve Fina nc ing Fa ci lit y,  has been de­
veloped to he lp solve on a c on tin uin g basis  some of the  fin anc ing  p ro b­
lems enc ounte red  by U.S. ex po rte rs in sel ling to small and mediu m­
sized business and indu st ry  overseas. Th is prog ram pro vides a f lexible 
and respons ive mechanism for such  overseas  firms to use in fina ncing thei r p urc has e o f U.S. goods and  services.

We have dev eloped  seve ral new insura nce  polic ies in coo peratio n 
with the  Fo re ign Cred it Insuranc e Associa tion . These new polic ies are 
designed to help U.S. ex po rte rs expand  thei r export sales by rem ov­
ing ce rta in  of  the  risks inh ere nt  in in ternat iona l tra nsac tio ns . The  
new ma ste r poli cy, fo r example, will  cover po liti ca l risks only or  bo th 
political  and commercial  risks for all of  a U.S. ex po rte r’s tra ns ac ­tions made on cre dit  ter ms  u p to 5 yea rs. Th e ma ste r poli cy includes a 
ded ucti ble  fea tur e, minim um pa pe r work requir ement s, and a low ave rage pr emium  ra te.
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The Bank is cooperating with FC IA  also in establishing branch 
offices in several cities across the United States. This will make F CIA ’s 
facilities  more accessible to U.S. exporters.

NEW  LEGISLATION

Shor tly afte r I became the Chairman of the Export- Imp ort Bank, 
it became apparent tha t the then recently adopted unified budget con­
cept was preventing the Bank from adequately fulfilling its congres­
sional mandate to assist U.S. exports. Although neither  this commit­
tee, its counterpar t in the Senate, or the Congress as a whole has 
reduced Eximbank’s authorizat ion requests, the Bank has been unable 
to develop new programs to deal with the problems faced by U.S. 
exporters in the  short-te rm financing area, to finance its operations in 
a completely rational manner, or to incorporate into existing pro­
grams the necessary flexibility to cope adequately with the constantly 
changing conditions in the financing of internationa l trade.

The root of the problem lies in the method of calculating the Bank’s 
impact on the U.S. Government's budget surp lus or  deficit. Under the 
unified budget, Eximbank’s disbursements for loans, interest expense, 
claims, and administrative expense are counted as budget disburse­
ments. Repayments of loans, interest  and fees collected, and asset 
sales are counted as receipts. Borrowings to fund the Bank’s opera­
tions, however, are not counted as budget receipts. The difference 
between the budget outlays and the budget receipts is the net impact 
Eximbank has on the overall surplus or deficit of the U.S. Government.

The Bank is limited by the Office of Management and Budget in 
the amount of its budget impact, or net outlays, for a given fiscal 
year. As a result, programs, such as a short-te rm discount program, 
which have an immediate impact on the budget in excess of the amount 
considered tolerable by the Office of Management and Budget cannot 
be inaugurated, and the flexibility of existing programs is greatly  
reduced.

Various alterna tive solutions to this problem were discussed and, 
afte r much study and debate, it was decided tha t the only viable solu­
tion would be to obtain the concurrence of Congress in exempting E x­
imbank’s activities from the  unified budget without changing existing  
congressional or executive control over the Bank’s activities. Legis­
lation to accomplish this has been introduced  into the House and 
Senate. Hearings on th is legislation were held by the Committee on 
Banking, Housing and Urban  Affairs, which subsequently reported  
the bill to the Senate. The Senate, on April  5th, passed this necessary 
legislation. The House Committee on Banking  and Currency will hold 
hearings  on similar legislation in the near future.

If  enacted, the legislation will provide Eximbank with the flexibil­
ity and continuity  necessary to carry out its operations in an efficient 
and effective manner. The Bank will still be required to submit its 
budget fo r program activities and administrative  expenses through the 
Office of Management and Budget to the Congress and your commit­
tee for approval. Thus, all congressional and executive controls over 
the Bank's activities which currently exist will remain unchanged.

In addition to exempting the Bank’s receipts and disbursements 
from the unified budget, the legislation also provides for increasing 
the Bank’s $13.5 billion loan, guarantee  and insurance authority to
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820 bil lion, inc rea sin g the  $3.5 bil lion gu aran tee an d insurance  au ­th or ity  to $10 bil lion, and ex ten ding  the life of  the Ba nk  th ro ug h Ju ne 30, 1976.
The increases to the Ban k’s stat ut or y loan, gu aran tee and insura nce  au thor iti es  are  necessary to  enab le the  Ba nk  to continue to provide  adequate levels o f s up po rt fo r U .S.  ex ports . Bu dget est imates for  fiscal ye ar  1971 ind ica te th at  the  cha rge s ag ain st the  $3.5 bil lion lim ita tio n will be in  excess o f $3.4 bi llio n a t J un e 30,1971. I t  is evid ent , t heref ore , th at  the Ba nk  needs an immedia te increase in its  fra ct iona l rese rve lim ita tio n in orde r to con tinu e the gu aran tee and insura nce  p rogra ms  at  the  levels proposed fo r fiscal year  1972 and  to susta in th is  ac tiv ity  in fu tu re  ye ars.
Bu dg et  estim ates fo r fiscal y ear 1972 fo r a ll of  the  B an k’s program s ind ica te clearly th at  t he  Ba nk  will  more t ha n exceed its  p res ent over­all  com mitment au thor ity  o f $13.5 bi llio n pr io r to the tim e its  p resent  lif e exp ires on Ju ne  30, 1973. Pro jec ted  levels of ac tiv ity  fo r the  pr es ­en t fiscal ye ar  wi ll resu lt in c har ges  aga inst the com mitment au thor ity  of  sl ight ly  ove r $11.2 bil lion at  Ju ne  30, 1971. Th e fiscal year  1972 bu dg et estimates  th at  these cha rge s will  increase to  over $13 bil lion a t Ju ne  30, 1972, le aving  an unus ed au th or ity  of  less t ha n $500 m illion.  Based  on these general  levels of ac tiv ity  alone, it is clear th at  an in ­crea se in the com mitment  a ut ho ri ty  is req uir ed  at  th is  t ime to pe rm it the Ba nk  to p lan  it s op era tio ns  an d co ntinue its  prog rams in an ord erl y and un in te rrup ted manner.  Th e Ba nk  believes th at  the  $6.5 bil lion in ­crease pro posed  will  provide  it wi th the com mitment  au thor ity  which will  be need ed over the  next  several  years  if  Ex im ba nk  is to meet the  demo ns tra ted  needs  of  the  U.S . ex po rti ng  com munity .

FISC AL  YEA R 1 9 7 2

Al thou gh  fiscal ye ar  1970 ac tiv ity  showed sig nif ica nt increases over fiscal year 1969 l evels and  fiscal ye ar  1971 shows conti nu ing  increases of  more th an  40 perce nt ove r fiscal ye ar  1970, we believe th at  even high er  levels  o f Ex im bank  ac tiv ity  will be necessa ry in the  fu ture  to do an adequa te job  of  ass ist ing  the  U.S . ex po rti ng  com munity  to in ­crea se exports  in orde r to  h elp  the U.S. bala nce  o f paym ents pos ition. Th erefo re,  the f iscal yea r 1972 bud get requests
$2.5 bill ion  in  ne t re gu la r loan a uth or iza tio ns  
$575 mill ion  in  net  discou nt lo an a utho riz at ion s 
$2.7 bill ion  in  gu aran tee  an d insurance  au tho riz ati on s $7.7 mil lion  in  ad min ist ra tiv e expenses.

Th e $2.5 bil lion of  re gu la r loan  au thor iza tio ns  includes $2.4 b illion fo r equip me nt and services loans, $75 mil lion  fo r com modity  loans , an d a $50 mi llio n con tingen cy fo r special  foreign  trad e loans .
The revised Dis cou nt Pr og ra m  whi ch has been very effective in as surin g the U.S . ex po rti ng  com mu nity of  a co nti nu ing  av ail ab ili ty  of  fund s fo r export fina ncing du ring  the  recent  per iod  of  tig ht  liq uidit y,  is budgete d fo r $575 mi llio n in 1972.
Gu ara nte e an d insura nce au tho riz at ion s are  budgeted to be $2.7 bil lion in fiscal y ea r 1972, an increase of  $400 mill ion  over the fiscal y ear 1971 bud geted levels. We  a nt ic ipate th at  the  increased emphasis being placed  on pr ivate pa rti cipa tio n in Ex im ba nk ’s financ ing  of  U.S . ex­po rts , the recent sig ning  of  the  loan  and gu aran tee agreem ent  with  the Pr iv at e Exp or t Fu nd in g Co rporati on  (P E F C O ),  and new types
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of export insurance policies will result in increased guarantee and in­
surance activity.

These activity  levels tota l over $3.6 billion in new program activity, 
an increase of about $400 million from the $3.2 billion  budgeted for 
fiscal year 1971.

Administra tive expenses are estimated to be $7.7 million. These ex­
penses will continue to be paid out of the net earnings of the Bank, 
and thus they involve no appropriated funds.

Because of the increase in all of the Bank’s programs, the Bank 
has requested a modest increase in staff. Although increased efficiencies 
will permit  absorption of some of the increase in activity , expanding 
workloads will more than  offset the increased operat ing efficiencies, 
thus requir ing a small increase in personnel. The budgeted end-of- 
year staffing level for fiscal year 1972 is 395, an increase of 15 from 
the 380 budgeted for the end of fiscal year 1971.

The fiscal year 1972 request also provides for increases in travel 
due to the continued emphasis being placed on monitor ing the Bank’s 
loans, and on g iving seminars and speeches to inform the U.S. export­
ing community of Eximbank’s facilities available to help them in thei r 
export sales efforts.

Other expenses, such as rent, communications and utilitie s are ex­
pected to increase slight ly due to inflation and the Bank's increased 
activities and staff.

We believe that these activity levels are the minimum necessary for 
an adequate program to support U.S. exports; much more could and 
should be done and will be possible with the enactment of the new 
legislation I mentioned earlier.

In  conclusion, Mr. Chairman, may I  say that  it has been my privilege 
to have enjoyed a very pleasant  re lationsh ip with you and your com­
mittee and I hope to continue this re lationsh ip in the future. With the 
support tha t Eximbank has enjoyed from you and the Congress, the 
Bank has been able to  offer significant assistance to the U.S. export­
ing community which has resulted in increased numbers of jobs for 
Americans in every State of the Union and a significant  contribution  
toward improving the U.S. balance of payments.

We believe tha t with the continued cooperation and approval of 
the Congress the Bank will be able to expand its support of U.S. 
exports into areas of great need and assist in fur ther increasing U.S. 
exports, thus helping to provide even more jobs for Americans and a 
more favorable balance of payments for our Nation.

Mr. Passman. At this time I  yield to Mr. Shriver.

BA NK  SE MI NA R IN  W IC HIT A

Mr. Shriver. Than k you.
Mr. Kearns , before I ask a few questions, I would like to thank you 

and other officers of the  Bank, especially Charles E. Shearer, Jr ., sen­
ior vice president for planning and export expansion, for the fine 
cooperation received last fall in Wichita, Kans. Along with the Wichita 
Chamber of Commerce, I  co-sponsored an export sales seminar, such 
as you mentioned in your statement. The initia l results have been very 
favorable, and there is now discussion tha t this should be made an 
annual event.
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The Wichita  area has been hardhi t by the slowdown in the aero­space industry,  as I indicated, so thi s extra effort on the par t of the Bank is certainly appreciated.
Immediately afte r the Easter recess, this subcommittee will hold hearings on the Overseas Priv ate Investment Corp. Would you discuss briefly the differences between your programs of export expansion and the programs of OPIC  ?

DIF FERENCES BETW EEN EX IM BA NK  AND OVERSEAS PRIVAT E INVE ST MEN T 
CORPORATION

Mr. Kearns. I do not believe there are any conflicts whatever, al­though OPI C is just getting underway. OPIC activity  will be devoted primarily  toward the investment of American capital in various enterprises abroad. In those areas where some governmental assistance is required in order to provide reasonable assurance tha t the invest­ment will be returned  with earnings.
Eximbank's activities are related entirely  to the sale of U.S. goods and services. They do not relate to investments as such, although from time to time in putt ing togethe r a transaction where U.S. equipment, supplies, materia l, or technology are a part of the transaction we could finance, or participate in the financing of, tha t equipment, but it would be only incidental to the actual investment.
Now, in the former AID investment guarantee section, there were some transactions where they insured the investment and Eximbank financed the equipment.
I would presume, as OPIC gets underway, tha t this same pa ttern  would prevail, but the operations are entirely  separate and for di f­ferent  purposes.

BA NK  SUPPOR T OF WHE AT  AND LIVESTOCK EXPO RT SALES

Mr. Shriver. Has the Bank increased its activities relat ing to the export  of wheat and livestock products over the past year?Mr. Kearns. To a minimum degree.
Most of those transactions move under what we call short term, under  1-year financing. We have not been able, because of the re­stra ints  under the unified budget, to get into a shor t-term discount pro­gram which we feel is essential to regain some of the short-term mar­kets that  the United S tates has lost.
We have been suppo rting some wheat and livestock export trans­actions. My colleagues can give you the total amount.Mr. Shriver. Why not pu t it in the record.
(The information follows:)

EX IMBA NK  SUPPORT OF FARM COMMOD ITIES  AND LIVESTOCK EXPORTS 
DURING FIS CA L YEAR 19 70

During the fiscal yea r 1970, Eximbank authorized a total  of $96,035,468 in dis­count  loans to commercial hanks in supp ort of export sales  of  the following farm  commodities :
Agr icultural  auth orization fiscal year  1970 (feed grains and soybeans)

Cor n----------------------------------------------------------------------------------$16, 071,137W h eat-------------------------------------------------------------------------------  3, 200, 000Varied  Grains (corn, wheat,  barley,  g rain sorgum ) and  Soybeans__  76, 764, 331
T o ta l------------------------------------------------------------------------ 96,035,468
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Under the Bank’s medium-term commercial bank guarantee program, two 
cattle export transactions  with a contract value of $213,337 were supported dur­
ing fiscal-year 1970.

Under the Eximbank/FCIA insurance program, livestock exports to Mexico 
valued at $70,000 were supported during fiscal year 1970.

PO TE NT IAL INC REASE IN  EXPORTS

Mr. S iiriver. A lso, wh eth er or  n ot you  an tic ipate any expansion  in 
th is  area.

Mr.  Kearns . I f  we can  ob tain the bu dg et flexib ility, we ce rta in ly  
wou ld expect  to increase  our su pp or t of  ag ric ul tu ra l com modity  ex­
ports . We  are  focusing more and more att en tio n on ag ricu ltu ra l ex­
po rts  and , in fac t, we now have a ma n wi th an e xtensive ag ricu ltu ra l 
expo rt b ackgrou nd  as a n officer of th e Bank. The  ans wer for  th e f utur e,  
again , dep end s on ou r ab ili ty  to fund  a prog ram which  will  provide  
effective su pp or t whe n it is needed  fo r th is  type  of  export.  I f  we are  
pro vid ed wi th the resources to fu nd  an effect ive shor t-t erm finance 
pro gra m,  in  ou r j ud gm en t i t could  add  a v ery  sig nif icant am ount to th e 
to ta l exports  o f t he  co un try . Th is is the  area in  w hich we ha ve lost  the 
most grou nd  in to ta l in tern at iona l tra de . We  a re no t very com pet itiv e 
in thi s a rea  tod ay.

potential increase  in  losses from expanded program

Mr. S hriver. I am imp ressed  an d I th in k many are  w ith  the sub sta n­
tia l increases in yo ur  ac tiv ities  a nd  t he  resu lti ng  e xp or t sales  o ver  th e 
pas t coup le of  years. To wh at  ex ten t do you an tic ipate a high er  loss 
ra tio  th an  y ou r ex trao rd in ar ily  low one in  t he  pa st due  to the cha nge  
in the exp ans ion  prog ram ?

Mr. K earns. I do  no t see any r eal  re ason w hy the re  should  be an y s ig­
nif icant cha nge  ju st  because we ha ve an  in crease d vo lume. Y ou do have 
some incr eased exposure. However , E ximba nk  h as a t rem endously im ­
po rtan t factor  in its  collections fav or , an d th at  is t hat a c ompan y or  a 
coun try  th at  de faul ts on Ex im ba nk  ob lig ati ons finds  it  very difficult 
to finance any  place, pa rt icul ar ly  in th e Un ite d Sta tes . So th is  helps 
us w ith  ou r collection.

We do h ave some p oten tia l losses in some of  th e c ountr ies . However , 
we believe th at in  tim e those  de bts  wou ld be re pa id , al thou gh  the re  may  
be a per iod  in  which we could experien ce some di fficulty.

These con dit ion s are cons tan tly  changin g, bu t the ac tua l de faul ts 
are  alm ost  at  a m inim um.

Our  losses last year  in all ou r prog rams of  loans, ins ura nce, and  
guara ntees were  less th an  $22,000. We  will subm it the exa ct am ount 
fo r t he  r ecord.

(The  inf orma tio n fol low s:)
LOSSES PAID DUR ING FISCAL YEAR 1970 IN THE GUARANTEE AND INSURANCE PROGRAM

Paid Recovered Ne t loss

Guarantees....................................................................................................................... $1 17 ,370  $157,36 1
Insurance ( n e t ) . . . . ...................................................................................................... (>) (>)

($ 39,9 91) 
61, 594 
21 ,6 03Ne t loss during fiscal yea r i9 70.................................................................................................................................

1 Not available.

No te:  There  were no losses paid under the  direct  loan program.
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Mr. Shriver. Off the record. 
(Discussion off the record) .

COOPERATIVE FINANCIN G FA CILITY  PROGRAM

Mr. Shriver. On page 4 of your statement, you discussed the  new “Cooperative Financing Faci lity.” You said it is intended to concen­trate  on the problems of U.S. exporters selling to small- and medium­sized business and industry  overseas. Would you describe that  program furth er, and tell us i f it will benefit in any specific ways small- and medium-sized businesses in our country ?
Mr. Kearns. I would be glad to because I  think this is one of our most impor tant and promising programs. A major  goal of the co­operative financing facility program is to make available in the marketplace a portion of Eximbank’s financial resources to assist small and medium-size business and indust ry, on a continuing basis. The program provides a flexible and responsive mechanism for such firms to use in financing their purchases of goods and services from the United States. It  provides the same type of assistance to small- and medium-size sellers in the  United States.
It  works in this way. Eximbank enters into agreements with non- U.S. financial institutions, either branches of U.S. banks abroad or foreign financial institutions, to extend to  them a line of credit up to a specific amount, and available to them throu gh a definite period of time, for the joint  financing with them of exports of U.S. goods and services. The Eximbank funds can be used for  up to 50 percent of the financed portion of any export transaction, with the cooperating fi­nancial institu tion provid ing the remaining 50 percent of the fi­nancing afte r a 10-percent downpayment by the foreign buyer. This, in effect, brings Eximbank’s resources right into the marketplace where the export sale is being negotiated between buyer and seller and banker. It  encourages the foreign financial institu tions to promote U.S. sales because they benefit from participa ting in the transac tion by having their lending resources doubled; Eximbank benefits through us ing only 50 percent of its resources and  having, in effect, a network of sales agents abroad; and the U.S. supplier  benefits by obtaining the business and in most cases entering new markets which could offer substantial future sales.

The cooperative financing facility program is intended principally for use in financing medium-term transact ions ; tha t is, those requir­ing repayment terms of 1 to 5 years, although longer repayment may be considered in appropria te cases. This type of sale, of course, is part icula rly applicable to small and medium-size U.S. exporters. It is beneficial to both small and medium-size foreign buyers and Ameri­can sellers in the following way. When a buyer and seller are nego­tiat ing a transaction and they need financing, they generally go first to thei r own banks. In  the  case of the buyer, if his  bank is cooperating with Eximbank under this program, the funds are readily and easily available, presuming the transac tion is sound, of course. The foreign cooperating institu tion makes this determination, which is also of assistance to Eximbank in cutting down paperwork and time. In the case of the American seller, for example, he can go into his U.S. bank who will then advise whether any of their foreign branches, subsidiaries, or correspondent  banks are part icip atin g with Eximbank in the program or, we hope, what other foreign branches of U.S. banks have the program available. This information can be conveyed
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immedia tely to the sel ler ’s agent in the forei gn  coun try , who  can  the n 
go with  the  buye r ri ght to where the  fund s are  fo r the  fin ancin g re ­
qu ire d to  consum mate th e tr ansaction .

We  are  mak ing gr ea t effo rts to dissem ina te as wid ely  as poss ible , 
th ro ug h U .S.  banks , as sociations , an d busine sses , in form at ion on where 
we are o pe ra tin g these coop era tive fin anc ing  pl ans and  how  they  work. 
I  th ink th is  is the  best  way  to get  the word to the  sm aller busin esses  
an d conv ince them th at  ex po rti ng  can be advanta geous to  the m at  
minim um  eff ort , w ith ou t a lot of redtap e, and wi th  finan cing ava ilable  
at  a ra te  which can be c ompet itiv e wi th forei gn  pro duc ers . We  believe 
th at  th is  prog ram, because it pu ts the fund s righ t on the  spo t whe re 
they  a re needed , could  a dd  very  s ub sta nt ia lly  to the U.S. ex po rt effort  
fo r all  exporte rs,  but pa rti cu la rly  fo r those who un til  now hav e no t 
tak en  fu ll ad va nta ge  of  the ass istance  which  the  Ba nk  can  pro vide.

FCIA BRANCH OFFICES

Mr.  Shriver. W here are  the  branch  offices of  the  Fo re ign Cr ed it 
Insuranc e A ssocia tion  to be loc ated ?

Mr.  K earns . The  F or eign  Cr ed it Insu ranc e Agency , whi ch is he ad ­
qu ar tered in New Yor k Ci ty,  h as ex ist ing  b ranc h offices in  Cle veland , 
Chicago, San Francis co , and Los  Angeles . Th ere is also a repr esen ta­
tive office located in Ho us ton , which is to be con ver ted  into a branch  
office in the n ea r f utur e.  S tud ies  concern ing  locatio ns of  man uf ac tu re rs  
and ex po rte rs hav e ind ica ted  th at  ad di tio na l FC IA  branch  offices 
cou ld pro fitab ly be located in the  fol low ing  sect ions  of the  countr y: 
No rth east,  South eas t, mid-A tla nt ic  coast, West  Ce ntral , Nor th  Cen­
tr al , and No rthwe st. Speci fic sites fo r the  branch  offices have not  as 
vet  been dete rmined.

ROLE OF APPROPRIATIONS COMMITTEE UNDER PROPOSED LEGISLATION

Mr.  Shriver. It  is not too cle ar as to what the role  of  t hi s subcom­
mit tee  would be un de r the  proposed leg islation  which  wou ld exempt  
the  Ban k’s activit ies  fro m the unif ied budget. Would you comm ent on 
th is  fu rthe r?

Also, describe in gr ea te r de tai l the flexib ility and conti nu ity  you 
say t hi s legis lat ion  wil l p rov ide  the  Ba nk.

Mr.  K earns. F ir st  and fore most, the  role  o f th is  subcom mit tee will 
not  change  in any  way  if  t he  leg islation  to exclude  t he  B an k’s a ct iv i­
tie s fro m the overa ll U.S. Government  b udget  is enacted. In  f ac t, none 
of the prese nt con gres sion al con tro ls on Ex im ba nk  wil l cha nge or  be 
dim ini she d in any m easu re.

As you know, c ong ress ional con trol  ove r the  levels o f E ximba nk  ac­
tiv iti es  occurs in two leg islative stages. Fi rs t,  t hi s con tro l is exercised 
by Congress pla cin g ce rta in  ove rall  cei ling s on the Ban k’s ac tiv itie s 
du ring  i ts 5-y ear  l ife  per iods, which are  reco mmended in iti al ly  by t he  
Ba nk ing Com mit tees  of the  House and the Senate, in the  Ban k’s e n­
ab lin g le gis lati on, the E xp or t- Im po rt  B an k Act. Second, w hich is wh at 
we are  t alki ng  a bou t here tod ay , ce rta in  an nu al  au thor izat ion an d ex­
pense ceilin gs, as recommended each  yea r by the  A pp ro pr ia tio ns  Com­
mittee s of  t he  Hou se and Sen ate , are  con tained  in one tit le  of  t he  an ­
nual Fo re ign Ass istance  and Re lated  Age ncies App ro pr ia tio ns  Acts. 
Ne ith er  of  these  congress ional review an d con trol pro ced ure s w ould be 
cha nged by ena ctm ent  of  the  pe nd ing  leg islation.

Th e legi sla tion p roposes only  th at  E xi mba nk ’s rec eip ts a nd  disb urse­
ments  in  a ny  fiscal y ea r n ot be c alc ula ted  in to the o veral l Fe de ra l bud-
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get  tot als  o f receip ts an d expend itu res  as pre sentl y de termined  under the  unified budget acc ounting  concept nor , as a result , be inc luded in the ann ual expe nd itu re  cei ling s placed  on the  bud get . Ex im bank  will sti ll be req uir ed unde r the  Gover nm ent  Co rporati on  Control Act to sub mit an annu al budget to the Pres iden t, th ro ug h the Office of  Ma n­agem ent and Bu dget,  f or  tr an sm itt al  by  th e Pr es iden t to  the Cong ress.  In  fac t, to be sure  t hat  the re  is no misu nd ersta nd ing  on th is point , the  pe nd ing  legislation  incl udes a pro vis ion  specifically  re qu iri ng  the Bank to follow th is  p rocedu re.

In  addit ion , the leg islation  in no way cha nges the per iod ic reviews which the  Bank has before  the  Ba nk ing Com mit tees  when we request the  Congress to increase ou r com mitmen t au thor ity  and  ext end  the  life of  the  Bank.
Our  pro blem  in being inc luded in th e budget  to ta ls l ies in  the  method  of ca lcu lat ing  the Ban k’s imp act  on the U.S . Governm ent’s budget  su rp lus o r defic it, as defined un de r the  un ified b ud ge t co ncept. By  this  I mean t ha t wi thin any  fiscal y ear Ex im ba nk ’s di sbu rsements  on loans, in ter es t expense, claims, and  admin ist ra tiv e expenses are  accounted fo r as budget disbur sem ents, even tho ugh in the  case o f the  lo ans  th ey will  be rep aid  in U.S . do lla rs wi th interest. Repaym ent on the  loans when received, plu s in terest and fees collected,  and receip ts fro m our  asse t sales  are  accoun ted fo r as rece ipts . The diffe rence wi thin any fiscal year  be tween ou r so-called  b udget disbursements  and our bud get  receip ts is t he  net  im pact which Ex im ba nk  h as on the ove rall  Federal  budget su rplus or  deficit. A fu rthe r prob lem com plicating the  calc ula ­tio n of th is im pact res ult s fro m the  fac t th at  unde r the  unified budget concept, the  Ban k’s b orr ow ing s which it norm ally uses to finance its  loan disbursements  do not coun t as bud get  receip ts, and  the refore  can not be used to offset disb ursements.

As I am sure you un de rst an d,  in any nor ma l bank ing  opera tio n when your  business is inc rea sin g, disbursements  necessa rily  exceed rece ipts . Th is has  been tru e of  E ximb ank, and the refore  our act ivi ties have resu lted  in a net  b udget  ou tlay un de r t he  u nified budget ca lcu la­tions. We, of course, are  not losing money. In  fac t, at  the  same time th at  our ac tiv itie s were sho win g a net budget ou tla y, based on normal accounting pro ced ures we were ac tua lly  ma kin g a profit annu all y on ou r ope rat ions, and re tu rn ing pa rt of th at  pro fit to the  general  fund  of  the  Treasury as a d ivi dend  on our  capit al stock.
The net ou tlay figure which the  Ba nk  c an hav e in any  fiscal ye ar  is set fo r us by the Office of Manag ement  and Budge t. Th is rea lly  m eans  th at  Fe de ral  budget poli cy is bein g appli ed  to Ex im ba nk  opera tions  in one year  ag ain st trad e policy previo usly approv ed  fo r t he  Ba nk  by Con gress as much as 2 or  5 years  earlie r. Th is res ult s from th e fac t th at  af te r Congress appro ves a ce rta in  au thor izat ion level fo r Exi m ­bank ac tiv ity  in one fiscal year,  the  Ban k’s ac tua l disbursements  on loans made pu rsua nt  to th at  au thor izat ion level follow the au thor iza­tion by as much as 5 years.  T he ref ore, we face the s itu at ion of the  OM B cu tting  back  on ou r disbursement levels, and also ou r new au thor iza­tion levels  which will  res ul t in fu tu re  disbursements , in orde r fo r the  Bank to stay with in  the budget ou tlay figu re set fo r it from tim e to time . In  fac t, we even face  the  s itu ati on  w here  o ur  net ou tla y figu re is cut  ba ck from wh at is orig inal ly  present ed in the  bu dget and a pprov ed bv the Congress.



525

As a result of  having to comply with this type  of Federal budgetary 
accounting, the Bank has been unable to initiate programs such as a 
short-term discount program, which could have an immediate adverse 
impact on the budget considerably beyond an amount which would be 
approved by the OMB, and in fact has not been able to plan ahead to 
fully utilize some of our existing programs because we do not know 
whether we will be gran ted the disbursements levels, or budget flexi­
bility, to fund them in future years. This is where our flexibility in 
being able to respond to the ever-changing needs of the export trade 
and any continuity in programs and fu ture  planning have been greatly 
curtailed by the Bank’s inclusion in the unified Federal budget.

In  short, in order to increase our support of the U.S. export effort 
and to b ring new U.S. suppliers into the export business, we must be 
able to provide the U.S. exporting community the assurances tha t our 
financing will be available if  they need it to meet foreign competition. 
We are unable to do this  because of the constraints imposed on Exim- 
bank by its inclusion in the unified budget.

If  the pending legislation which will relieve the Bank of th is ar ti­
ficial res train t is enacted, we will continue to prepare m  annual budget 
to be submitted to the President afte r review by the Office of Manage­
ment and Budge t; that budget with its various schedules will continue 
to be prin ted in the appendix volume of the U.S. budget ; and it will 
continue to be transm itted  to the Congress. Eximbank will continue 
to seek, and in fact welcomes, full congressional review of our proposed 
annual budgets, par ticu larly  by this subcommittee.

NEED FOR EXIM BANK DISCOUNT PROGRAM

Mr. S hriver. A s you know, interest rates in th is country are finally 
going down somewhat. W ill this reduce your discount program?

If  not, why not ?
Mr. Kearns. As the Nation’s money supply increases, commercial 

banks have less need for Eximbank’s discount facility, but Eximbank 
must stand ready and able to extend commitments and discount loans 
when they are needed. Even today  some banks are not prepared  to offer 
medium-term credits wi thout an  Eximbank commitment to make a dis­
count loan. If  money becomes tighter, Eximbank must be able to  re­
spond quickly to the needs of the banking  community so t ha t export 
sales will not be lost because of a lack of funds for financing. The key 
issue is assurance of cont inuity in export financing—so tha t the buyer 
and supplier  will be assured tha t all worthwhile transact ions will be 
financed. No one can accurately predic t the future financing availa­
bilities and rates.

NET  PROFITS OF THE BANK

Mr. Passman. Mr. Roybal ?
Mr. Roybal. Thank you, Mr. Chairman.
I was quite impressed with the statement tha t the bank earnings 

have increased from $104 million in fiscal year 1969 to $110.7 million 
in fiscal 1970. Th at is a raise of 6.4 percent.

Has this been the history of the Bank righ t along, approximately 
a 6-percent increase in the last few years ?
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Mr. Kearns. I  do not know the exact percentage, but I think you can understand tha t the additional income resulted from two things.One is t hat  as we accumulate more in the way of reserves, those reserves plus our capital are always out earning money, so that helps increase income.
The other is t ha t 2 years  ago we revised our operations somewhat so tha t we are receiving substantially more in the way of commit­ment fees and guarantee  fees. Those go directly into our income.So those a re the two sources of it. There is no assurance th at such an increase would continue. As a matter of fact, last year we main­tained a 6-percent lending rate in our commitments and therefore it will be necessary for us to pay the difference between our cost of money and our 6-percent lending rate when the money rates are higher, as they were last year. If  the price of money goes higher than  6 percent during the disbursement period, this will reduce our net profit.

EX IM BA NK  LEND ING  RATE

Mr. Roybal. Do you expect the 6 percent to continue for the next year or so ?
Mr. Kearns. This is something I could not predict exactly, but I see no reason to change the Eximbank rate. I think the 6-percent rate is an effective rate in mixing with the priva te money so that we get a competitive rate tha t our exporters can use effectively.I would certainly  not  want to recommend to our Board any change at this time. I  do not think we foresee any change.

USE OF bank’s RETAINE D RESERVE

Mr. Roybal. All right . The remaining $60.7 million of revenues added to the Bank’s re tained income reserve, is tha t the reserve that you are talking about, that is being used constantly?Mr. Kearns. Tha t is correct. It  has been accumulating over the years. It  is now somewhere in the neighborhood of one and a quarte r billion dollars. This continues to increase each year as our earnings go into it, a fte r paying a dividend to the Treasury.  The $60.7 million was added in fiscal 1970 to bring  the total to $1,246 million.Mr. Roybal. And you continue to use it ?
Mr. Kearns. Tha t is right, it is constantly in use.You see, we maintain only minimum balances in our bank ac­counts. Our money is deposited to the Treasury and we put it out as fast as i t comes in. Actually , our bank balance is very low.

COOPERATIVE FI NANCIN G FA CILITY

Mr. Roybal. I was not able to understand what your Cooperative Financing Facility  is. Can you give us a brief  rundown on it?Mr. K earns. Yes. I t is a market promotion idea that  evolved from our experience with the relending  program tha t has been in existence for some tim e: that is where Ex imbank would provide a line of credit to certain financial institutions  abroad to relend to  smaller borrowers.The change in our lending  pattern now under the Cooperative Fi ­nancing Faci lity is tha t we only finance from our own resources 50
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percent of a si tuation  and the other 50 percent comes from the coopera­
tive financing institutions. So we combine those two approaches. In 
consultation wi th financial institu tions all over the world, we developed 
this cooperative financing, which in effect means tha t we take an ins ti­
tution , such as a branch of a U.S. bank abroad or an indigenous bank, 
and, a t their request, we provide a line of c redit which they can then in 
turn relend to a borrower who is buying American equipment.

Aft er an appropriate down payment, this Eximbank amount can be 
used for 50 percent of  the financed po rtio n; the cooperating ins titution 
will then provide the remaining 50 percent from thei r own resources. 
The result is tha t we have been able to get a grea t number of financial 
institutions all over the world to ac tually promote the sale of Ameri­
can products and they put up half  the money doing it , but they do it  
because we put  up the o ther half. The cooperating institution benefits 
from doubling its lending  resources, Eximbank benefits through 
achieving a sale with 50 percent of the money, and the U.S. producers 
benefit from active markets developed as a result.

I am in hopes tha t, over the next year or two, we will have at least 
200 or 300 of these CF F agreements in various part s of the world. If  
we do, we will add very significantly to U.S. expor ts but, more impor­
tan t, we will bring  our  facilities right  into the marketplace with pa r­
ticu lar service to the medium- and smaller-sized businesses tha t otlier- 
wise cannot effectively use our programs. I think  it is probably the 
best program we have devised in our 2 years in the business.

Mr. Roybal. How new is it ?
Mr. Kearns. I t is brand new, about 5 months now. We are just barely  

getting underway. The enthusiasm with which it is greeted is 
unbelievable.

PUR POS E OF COOPERATIVE FI NANCIN G FA CILIT Y

Mr. Roybal. I can understand tha t, because tha t caught my eye when 
you said a new program of cooperative financing facility , I immedi­
ately thought of a completely different concept of financing a project 
in cooperation with the Bank. Is that  what it rea lly is ?

Mr. Kearns. The  purpose is to get the Eximbank 's facili ties into the 
marketplace, where the transact ions take place, where the buyer and 
seller are together. They do not  know where to finance it, so they go to 
the ir own bank. Tha t is the  secret to it. Also, it is ge tting  the financial 
institutions in these countries interested in U.S. products. It  actually 
has that effect.

Mr. Roybal. So the ultimate beneficiarv is going to be the United 
States?

Mr. Kearns. Actually all parties benefit—as they should in a legit i­
mate transaction.  The buyer can finance a useful transaction through 
his own bank and all of the money, every dollar of it, as paid  to sup­
pliers in this country.

Mr. Roybal. Regardless of wherever it is based, it still benefits 
the U.S. market?

Mr. Kearns. That is correct. Another key aspect is tha t the coopera­
tive institution  takes all the commercial risk in this transact ion. So 
we do not have to go through the expense of examining the credit 
worthiness of thousands of transactions .

60-20 8 O—71— pt. 1- •34
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Mr. Roybal. I am star ting to understand why the chairman was so laudatory in his remarks with regard to the  Bank. Now tha t I see how you operate, I am going to have to sta rt agreeing with him.Mr. Passman. Thank you.
Mr. Roybal. Thank you, sir.
Mr. Passman. Mr. Galifianakis?
I do not know whether you have met all our new members. Mr. Galifianakis is a new member of the committee. Mr. Roybal comes to us from the Foreign  Affairs Committee. He brings a lot of experience. We are happy  to have our new member here from North  Carolina.

EX IM BA NK  SOURCES OF FU ND S AND EARN INGS

Mr. Galifianakis. I have a tough last name. Sorry  I  was late. I  saw the chairman at lunch and he told me to have two desserts, so I  took him at his word. I have not had an oppor tunity to review the state­ment, which I will do at a la ter time.
As I understand it, the Bank is self -sustaining as an organization, is i t not? You are a profitmaking organization?
Mr. K earns. That  is correct; we need no appropria ted funds. We appear before your committee to seek author ization  for our various annual activities. We borrow money for p art  of our needs. We use the income on our capital  and reserves and the income tha t we receive from our various operations. We pay a dividend to the Treasury of $50 million a year, and actually have paid back $706 million on the $1 billion of original capital.
We can and should make a considerable profit for the future.

CO NTRIB UTION  OF BA NK  TO U.S.  BALANCE OF PAYM ENTS

Mr. Galifianakis. From your brief statement in response to Mr. Roybal, I  take it you help the balance of payments substantially?
Mr. Kearns. Everything we do is related to the balance of pay­ments, because every dollar tha t we guarantee, insure, or loan is paid to U.S. suppliers in the United States. But the loans are made to en­tities  outside the United States who pay us back in dollars, always in dollars. So everything is a 100-percent balance-of-payments plus, al­though on some loans the repayment period covers several years.
Mr. Galifianakis. Your cooperation is pr imarily with the Ameri­can banks ?
Mr. Kearns. Pr ima rily , yes, because we work closely with them here. The American banks have a broad network of branch banks, but we do work very closely also with  indigenous banks in the various countries, and development banks, wherever there is a possibility of selling 

merchandise.
LARGEST EX IM BA NK  TRA NSA CTION

Mr. Galifianakis. What is the largest  loan tha t you have made in the past fiscal year?
Mr. Bostwick. I believe it is Taiwan Power. Taiwan Power was the largest nuclear power facil ity.
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Mr. K earns. The largest  single commercial loan would be about $80 
million for a nuclear powerplant, but the biggest single transaction was 
when we agreed to participate  in the financing of what is called KSSU, 
made up of KLM, SAS, UTA, and SW ISS AIR , four airlines of 
Europe who, after examining the airc raft , decided to buy DC-lO’s.

The magnitude  of the transaction was so large tha t they simply 
could not finance it, even though they are from financially strong 
countries. The transact ion required some of our partic ipation. The 
total  export amounts to about $700 million overall.

Mr. Galifianakis. $700 million ?
Mr. Kearns. Yes, sir.
Mr. Galifianakis. What was the rate of inte rest ?
Mr. Kearns. On the portion tha t we financed it was 6 percent. In 

this case, it was 23 percent of the total purchase.
Mr. Galifianakis. The $700 million represented 23 percent of the 

total ?
Mr. Kearns. No. We financed 23 percent of the $700 million.
Mr. Galifianakis. I  see.
Mr. Kearns. The rest of it came from offshore sources, primarily,  

and from some U.S. banks.

IN TE RE ST  RATE ON KS SU TRANS ACT ION

Mr. Galifianakis. Do you think it was at comparable rates of 
interest?

Mr. Kearns. No, they were higher rates.
Mr. Galifianakis. Higher rates?
Mr. Kearns. Yes, all of them were higher than  our 6 percent,  but 

what happened is tha t our partic ipat ing to this extent made the enti re 
transaction possible. This is a key transac tion for the future because 
these principal airlines in the center of Europe have now settled on 
one make and model of airc raft.  Since then several other airlines  have 
decided on the same make and model. So for the foreseeable future 
they will buy this same kind of aircra ft because of  the economies in 
servicing and maintenance.

BA NK  LOAN APPROVAL PROCED URE

Mr. Galifianakis. Mr. President, would you review very briefly the 
procedure by which you determined th at you would make that loan ?

Mr. Kearns. Yes, sir.
In  the first place, you have eithe r the suppl ier or the buyer making 

an application, giving the basic facts. From tha t point you get into 
detailed discussions.

We attempt by every reasonable means to determine that our financ­
ing is essential if the transac tion is to go through. We do this  by ta lk­
ing to the government authori ties in the applicant countries, the 
banking institutions and the prospective buyer and seller. We obtain 
the facts and through experienced analysis determine the necessity of 
Eximbank financing assistance.
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In  other words, our position is tha t unless our financing is essen­
tial to the transac tion we will not partic ipate. But when we are con­
vinced, after a minute examination, then we p articipate with them to 
the extent tha t is demonstrably necessary. Thi s is a m atter of negot ia­
tion. Each one of the major transactions is negotiated out.

Afte r the staff and Board of Directors o f Eximbank have made the 
determination of necessity, then in major transac tions it must be sub­
mitted to the  XAC for concurrence. The XAC is the coordina ting com­
mittee composed of Treasury, State, Commerce, the Federa l Reserve 
Board and ourselves who review the case to be sure tha t the transac­
tion is in the national interest, and that Eximbank’s financing is essen­
tial. Afte r having gone through all those procedures, then we proceed 
on the minimum amount tha t is necessary from Eximbank to allow the 
transact ion to go through.

APPROVAL OF LOANS BY BA NK’S BOARD OF DIRECTORS

Mr. Galifianakis. Do you do that  by vote in Eximbank? When you 
give an approval , how is your approval manifested? What action do 
you take in the Bank itse lf ?

Mr. Kearns. We have a very capable staff who determines from a 
technical s tandpo int what all the facts are. They prepare  a memoran­
dum outl ining all the facts. Then we have a five-man Board of Direc­
tors, appointed by the Presiden t and confirmed by the Senate, that 
examines the memorandum and makes the decision from the memoran­
dum. Frequently the officers and directors part icipa te in the actual 
negotiations.

Mr. Galifianakis. Does tha t board vote ?
Mr. Kearns. Yes.
Mr. Galifianakis. Does a major ity constitute approval?
Mr. Kearns. It  could. Very rarely  do we have much difference, be­

cause if  there is a difference, we go back and negotiate again and t rv to 
work out any differences.

Mr. Galifianakis. I am tryi ng to envision, is it an actual board 
type meeting where you actually face one another ?

Mr. Kearns. Yes.
Mr. Galifianakis. You then go through the mechanics of approval or disapproval ?
Mr. Kearns. Yes, sir.

eximbank/ commercial bank cooperation

Mr. Galifianakis. Do you find yoursel f confronted with a situa­
tion very often where there might be a divergence of opinion say from 
the commercial banks which say, well, we do not really think the 
Export- Import Bank is an essential element to finance, therefore, we 
would hope that you would not do this ?

Mr. Kearns. I think  I  can safely say tha t we do not have th at situa ­
tion now, because if a commercial bank indicates its willingness and 
desire to finance the transaction  fu lly it self, we say, “Okay, you take it 
then.” In any case we would not proceed if the commercial banks could
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handle the financing on the terms and conditions tha t would be ac­
ceptable to the buyer.

Now, th at is another matter. If  the commercial banks say they will 
take it but they want to charge 11 percent interest, but the  buyer would 
not buy at 11 percent interest, then we, in cooperation with the com­
mercial bank, try  to negotiate a rate that  the buyer would accept. So 
our purpose is to allow the transaction to proceed. I do not believe that  
commercial banks today would claim th at we are taking business tha t 
they would take otherwise.

EX IM BA NK  LOSS RECORD

Mr. Galifianakis. How are you protected if a loan turn s out to be 
imprudent or it is a loss?

Mr. Kearns. We are  not protected. We would take the loss.
Mr. Galifianakis. How much loss have you sustained ?
Mr. Kearns. Since the Bank has been in business, it has been two 

one-hundredths of 1 percent of all the loan disbursements.
Mr. Galifianakis. How does that trans late into dollars ?
Mr. Kearns. Our net losses for all programs have been only $8.6 

million out of nearly $40 billion in exports supported  through last De­
cember 31.

Mr. Galifianakis. H ow many dollars this past year?
Mr. Kearns. None in the loan program, but there are some pro­

tracted  defaults. We have had some claims th is year under our insur­
ance program, where we have insured repayment. Since December 31 
we have paid $1.6 million in claims which we hope to recover in the 
not too distan t futu re. It  is very lit tle compared to the to tal amount of 
business we do.

fiat transaction

Mr. Galifianakis. There was a controversial loan, I do not recall 
whether it was $50 million, on the pa rt of E xport-Import to be made 
to the F ia t Co. in I taly . Did that ever materialize ?

Mr. K earns. No, that  did not. That  was for equipment fo r the  F iat  
production plan t in the Soviet Union, but through Congressional 
actions we are restricted in our financing of sales to the Communist 
countries, except in a country where the President declares it to be 
in the national interest. The only one that has been eligible under the 
present restrictions and has received such a determination is Yugo­
slavia.

Mr. Galifianakis. Tha t was this year or last  year ?
Mrs. P igman. 1968.

AU THORIZA TIO N FOR BANKS FIS CAL YEAR 19 7 2 AC TIV ITIES

Mr. Galifianakis. Then the purpose of this meeting is, you are 
really not asking for money out of the Appro priations Committee?

Mr. Kearns. No. This is the annual presentat ion and request for 
authorization for our various activities for fiscal 1972.

Mr. Galifianakis. Does tha t take tax dollars ?
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Mr. Kearns. No, it does not. The Appro priations Committee ex­amines each of our proposed operations—the amount of loans, guar­antees, insurance, administrative  expense—and authorizes our levels of ac tivity for the fiscal year. This is the annual control that Congress maintains over Eximbank’s operations.
Mr. Galifianakis. Can you loan the Federal  Government money?Mr. Kearns. No.
Mr. Galifianakis. Too bad.
Mr. Kearns. We do not loan money to anybody in the United States, as a matter of fact.
Mr. Galifianakis. Thank you very, much, Mr. President.Thank you, Mr. Chairman.

justification material

Mr. P assman. We will insert pages 1, 2, 3, 4, 5 and 11 of the justifi­cations in the record at this point.
(The justifications follow:)
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EXPORT-IMPORT BANK OF THE UNITED STATES

Est ima ted  A c t iv it y  -  FY 72
(In  thousands o f do lla rs )

LOAN PROGRAM:

Equipment and se rv ices  auth orizatio ns $2,445,0 00

Commodity auth orizations 75,000

Disco unt au th orizations 676,471

Sp ec ial fo re ig n trade  auth orizations 50,000

Sub to ta l - Gross loan auth orizations $3,246,471

Less; P a rt ic ip a tions  In and cancella tions o f 
loans au thor ized  du rin g FY 72 191 ,471

Net loan au th orizations $3,055,0 00

GUARANTEE AND INSURANCE PROGRAM:

A uth oriza tion  o f new and renewed p o lic ie s  $2,700^000

Less; Repayment and cancella tions on
quarantees and Insurance  1,243,152

Sub to ta l 1,456,848

Less:  Reduc tion from use o f fr a c ti o n a l
reserve and adjus tments 1,113,89 1

Charge to new program a c t iv it y  fo r 
guarantees and insu rance 342,957

OTHER CHARGES TO PROGRAM ACTIVITY:

In te re s t and no n- adm ln is trat ive expenses J / 234,883

Equipment 1/ 100

To ta l ot he r than fo r  adm in is tra tive  expense:
"New Program A c ti v it y * '

Adm in is tra tive expense V 7.699

To ta l

J /  On the accrua l ba sis.
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EXPORT-IMPORT BAhK OF THE UNITED STATES

POSITION WITH RESPECT TO LENDING, 
GUARANTEE, AND INSURANCE AUTHORITY

( In  m il li o n s  o f  d o ll a rs )

June 30 , 1970 
Actua l

June 30 , 1971 
Est im ate

June 30 , V 
Est im at e

STATUTORY AUTHORITY $1 3, 50 0. 0 $1 3,50 0.0 $1 3,50 0.0
Proposed in cr eas e to  a u th o r it y — — 6,5 00.0

CHARGES AGAINST AUTHORITY $1 3.50 0.0 $12 .SÔ Q $2 0,00 0,0

O ut st an din g loa ns  re ce iv a b le 5,7 13-8 5,9 61.3 6,35 9 8
Loans so ld  w it h  re co ur se  1/ 398.5 681 .1 852.1
Und isbu rsed  a u th o r iz a ti o n s ,

loan  agreem ents sign ed 1.9 16.6 2,37 7.1 2.8 09.8
Und isbu rsed  a u th o r iz a ti o n s ,

loan  agreem ents un sig ned 1,0 60.0 b  350,0 1 .8 1 5 9

S ubto ta l 9 ,0 88.9 11 .8 37 .6

Gua rantee  and in su ra nce  Program s: 2 /
S h o rt- te rm :

Commitment to  Fore ign C re d it
Insu ranc e A sso c ia tio n 27 5.0 27 5.0 35 0.0

Med ium-Term:
Fore ign C re d it  Insu ranc e

A ssoc ia tion 114.1 17 6.6 22 1.0
E xport -Im port  Bank o f th e

Uni te d S ta te s 228.2 40 1.4 62 4.9
On -shore insu ra nc e L I 2.5 L 2

S ubto ta l 61 9-8 8 ^ 1,1 98.4

T o ta l charges aga in s t a u th o r it y 9.7 08.7 11 .2 25 .0 13 .036 .0

Unused a u th o r it y $ 3 >73,Id $ 2,2 75.0 $ 6 .9 64.0

1 / In ge nera l,  cha rged a t 100%.

2 / In g e n e ra l,  charg ed f r a c t io n a ll y  a t 25%.



June 30,  1971 
Estim ate

$3 ,5 00.0
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EXPORT-IMPORT BANK OF THE UNITED STATES 

Pos it io n with  res pect to Gross Guarantees and Insurance  Auth ori ty

( In  m il lion s  o f d o llars )

June 30,  1970 
Ac tual

S ta tu to ry  A uth orl ty  $3 ,5 00.0

Proposed Inc rease to au th o ri ty  —
$3,5 00 .0

Charge at end o f year \J  2 .5 00.5
$ 99 9.5

1 / Inc lud es ce rt a in  loans so ld with  reco urse 7 5 % : $2 2.0 In  FY 1970; $2 6.0 In FY 1971;

June 30,  1972 
Estim ate

$3,5 00 .0

6 ,5 00.0
$1 0,00 0.0

< 8 * 7 .7
$ 5 ,1 82.3

$3 ,5 00.0

$ 52.1

th at are charged fra c t io n a ll y  at 
and $2 4.0 in FY 1972.



EXPORT-IMPORT BANK OF THE UNITED STATES

E s ti m a te  o f  Ne t Bud ge t O u tl a ys  
______ on th e  Cash B as is ______

( In  m i l l io n s  o f  d o l la r s )

FY 1970 FY 1971 FY 1972
A c tu a l E s tim a te  E s tim a te

Di sburs em ents  :

R eg u la r lo ans 
D is co u n t lo ans
Rep ur ch as e o f  lo a n  s o ld  w it h  re cou rs e  
In te r e s t  and  f in a n c ia l  ex pe ns e 
O p e ra ti n g  ex pe ns es
L e t te rs  o f  c r e d i t  re im burs ed  
A l l  o th e r

TOTAL

Rece i p t s :

P r in c ip a l -  re g u la r  lo ans 
P r in c ip a l -  d is c o u n t lo ans 
Loan s o ld
In te r e s t  and  fe es
Unp aid l e t t e r  o f  c r e d i t  ad va nc es
A l,  o th e r

TOTAL

Net budget o u t la y s

$ 1 ,1 6 2 .4 $ 1 ,3 3 5 .4 $ 1 ,4 0 5 .7
146 .4 395 2 4 25 .9
260.3 — —
204.7 20 9.3 239  3

5 .8 6 .9 7 7
2 7 7 7-1 2 0 .0

4 .4 — —

$ 1 ,8 1 1 .7 $1.953 9 $ 2 ,0 98 .6

717 .0 881 .8 8 80 .0
153.6 188.4 17 3.1
4 06 .2 4 20 .0 4 00 .0
305 .7 3 1 5 7 330.5

7.1 20.0 25.0
3 0 — —

1,5 9.2 -6 1 ,8 2 5 .9 1,8 08 6

$ 21 9.1 $ 128 .0 $ 290.0
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EXPORT-IMPORT BANK OF THE UNITED STATES

Sa larie s and Expense L im ita ti o n  Statement  Relat ing to  
1971 and 1972 A dm in is tra tive  Expense Budgets

____________ (on the accru al b a s is ) _______________
(I n  thousands o f  d o lla rs )

1971 ’ 972

Est imate  Increase Estimate

11 Personnel compensation $5,418 $ 454 $5,872

12 Personnel benefit s 431 21 452

21 Travel and tr ansport a tion  o f persons 207 43 250

22 Tra nsp ortatio n o f th ings 5 1 6

23 Rent, com mun icat ions , and u t i l i t i e s 592 181 773

24 P ri n ti n g  and re prod uc tio n 52 1 53

25 Other se rv ices 135 17 152

Se rvices o f th er government agencies 44 15 59

26 Supplies and m at er ia ls 64 18 ___82

To ta l 56.948 *

Adm in is tra tive  Expense - Comments

The fo rego ing ta bu la tion  shows va rio us  increases  In the  Bank 's 

adm in is tr a tive  expenses. Personnel compensation represen ts the  major 

increa se ; average employment is  es tim ate d to  inc rea se from 365 to  386 

w ith  390 on board at  the end o f the  ye ar . Other re la te d inc reases have 

a ls o  taken in to  account Increased a c t iv it y  In fi s c a l 1972 under the  Bank's 

new and ex is ti n g  programs.

*  Does no t Inc lude  Inc rease Pay co st  due to  P. L. 91-656 .
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PUR POSE OF TII E  EXPORT-IM PORT BA NK

Mr. P assman . T o pu t the  record  s trai gh t, as I un de rst an d it—there 
have been some ra th er  confu sin g sta tem ents made recent ly with  re ­
spect to o ffsho re pro cur ement .

I t is m y un de rs tand ing of E xp or t- Im po rt  Ba nk  th at  i t f inances U.S . 
goods an d services a nd  you do no t finance offshore p roc ure ment or  man ­
uf ac tu red goods f rom  a th ird  co untry  ? You  can  on ly finance goods and 
services o f the U ni ted Sta tes , is th at  cor rec t ?

Mr.  K earns. Th at  is corre ct.
Mr. P assman . Company  B may  hav e a pl an t in the  Un ite d State s 

m an uf ac tu rin g trac tors , le t’s say. The E xp or t- Im po rt  B an k will finance 
the sale  of  those tra ctor s to any  ap prov ed  coun try  or  any  appro ved 
acco unt,  bu t if  th at  same com pan y sho uld  hav e a plan t, say in West  
Ge rmany or  the  Un ite d Kingdom,  y ou finance no par t of the  prod uc ­
tio n o f th at  p la n t; i t i s tie d en tir ely  to U.S . pro duction , is  th at  corr ect  ?

Mr.  K earns. Th at  is c orre ct.
(Discussio n off the record .)

BE NE FITS  TO U. S.  ECONO MY AND BAL ANC E OF PA YM EN TS  FROM BA NK  
PROGRAMS

Mr.  P assman. Bac k on the  record .
You nev er approv e a loan wi tho ut a down paym ent? You  have 

co un try  X  th at  wa nts  to  bor row  $11 millio n, then  the  minim um  
am ount th at  they  can  pay on the  com modities the y are  g oin g to pur­
chase  is 10 perce nt or  abo ut $1 millio n, an d you will  finance th e $10 
mi llio n ?

Mr.  K earns . Th at  is corre ct.
Th ere  is one sli gh t except ion  which  I wi ll cove r a lit tle  l ate r.
Mr.  P assman . I  wi ll get  to th at , bu t, in  pr inc iple,  it is t hat  way ?
Mr.  K earns. Tha t is correc t. The to ta l immedia te balance of  pa y­

men ts income fro m abroa d in the avera ge tra ns ac tio n would  ru n-----
Mr.  P assman . Abo ut 25 per cent ?
Mr.  K earns. Th at  is corre ct.
Mr.  P assman . So in  very simplif ied  form,  if  you  tak e the overa ll 

form ula , here is a $10 mi llio n loan , it  imme dia tely br ing s in th roug h 
the com binatio n of th is  fo rm ula  about 25 perce nt of  the loan, which 
wou ld be $2.5 mil lion .

Mr. K earns. Somewhe re in that  vic ini ty.
Mr. P assman. Tha t benefits imme dia tely ou r bal ance-of -pa ym ents 

situa tio n, does it  not ?
Mr. K earns. Yes, sir.

POLICY RE QU IREM EN T FOR AT LEAST 50  PE RC EN T EXTERN AL SOURCES

Mr. P assman . Let ’s tak e the rem ain de r of the  $7.5 mil lion . Th en 
you  have  a pl an  i n the  Exp or t- Im po rt  Ba nk  to where you st ar t loo k­
ing fo r a commercial  banker,  eit he r a ba nk  or  an insura nce  com pan y 
who will pa rti cipa te  in 50 percen t of  th a t loan. So ac tua lly , some 
com mercia l bank  or ins ura nce com pan y who  is in ter es ted  in mak ing 
loans to ge t a  re tu rn , w ill tak e 50 per cent of  th at  loan and th e E xport - 
Im port  Ba nk  wil l tak e the othe r 50 perce nt,  is th at  cor rec t?

Mr. K earns . Th at  is cor rect.
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Mr. P assman. I s 50 percent ab ou t the  av er ag e'!
Mr . K earns. Yes. We are  not fin anc ing  more  than  50 perc ent .
Mr . P assman. Not more ?
Mr. K earns. Th at  is correct .
Mr . P assman. Th at  is the  fo rm ula  ?
Mr.  K earns. Th at  is cor rec t.
Mr.  P assman. So in  r ea lity,  ou t o f t hi s $10 millio n in loans, E xp or t- 

Im po rt  Ba nk  is ac tua lly  only  pu tt in g up  abo ut $4,500,000, the  oth er 
is ei ther  a down paym ent or  some bank  is bu ying  its  sec uri ty ?

Mr.  K earns. Yes, sir.

FACTORS INVOLVED IN  COM MER CIAL  BA NK  EXPO RT FI NAN CI NG

Mr. P assman. Al l of  thes e loans wou ld be con side red ban kab le, 
wi th the  only exc ept ions be ing  len gth of  tim e and ra te  of  intere st,  
is th at  cor rec t?

Mr. K earns. Th at  is correct,  wi th our guara nte e.
You  un de rst an d,  of course, we tak e gua ran tee  ri sk  ?
Mr.  P assman. Bu t you ch arg e for  th at ?
Mr. K earns. Th at  is correct .
Mr . P assman. Now here is a bank  th at  would  be wi lling  to make, 

we will  say, an $8 mil lion  loan, bu t the only  reason the y can not  make 
th at  $8 mil lion  loan wou ld be because of  the  ter m and the in ter es t 
ra te?

Mr. K earns. Th at  is corr ect .
Mr. P assman. S o we will  say  it is a 7-y ear  lo an fo r $8 m illion.  The 

bank takes 50 perce nt of  th at  loan . Wh en the paym ents st art  coming 
in, they firs t pay the  bank  off and then the Exp or t- Im po rt  Bank 
would co llect t he  las t 3 or  3i/£ year s ?

Mr.  K earns. That  is if  it  is necessary to  make the deal possible.
Mr. P assman. I f  i t is necessary ?
Mr.  K earns. T ha t is correct .
Mr.  P assman. T hen  of  course du rin g the  tim e th at  you are  h old ing  

50 percent o f th is loan , you  a re d rawing 6 perc ent  i nte res t, a re you not ?
Mr. K earns. Tha t is cor rec t. An d if  the  othe r hal f is gu ara nteed, 

we collect  a guaran tee fee dur in g the p erio d.

PRO FIT  FROM GUA RAN TEES AND INS UR AN CE  PROGRAMS

Mr. P assman. Ha ve  you  ha d a profi t on yo ur  insura nce  prog ram? 
Mr. K earns. Yes, sub sta nti a],  from our gu aran tee s and  insu rance 

pro gra ms  combined. Th e insura nce  prog ram its elf  h as been op erat ing 
at  a loss, bu t we hope to  t urn  thi s aro un d th ro ug h the various  changes 
and inn ovations which we h ave  inst itu ted rec ently  in th is  p rogra m.

BA NK  PRO FITS SIN CE  INCE PT ION

Mr. P assman. W ha t hav e been the  to tal  pro fits  of  Exp or t-Im po rt  
Bank s ince it s ince ption ?

Mr. K earns. I have  it ri ght here .
I t i s ju st a bou t $2 bil lion .
Mr. P assman. Abou t $2 bil lion ?
Mr.  K earns. T hat  is cor rec t. I t  wou ld be ou r rese rve  plu s what we 

pa id  the  Treasu ry  in d ividen ds.
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TOTA L DIVIDENDS PAID TO U. S.  TRE ASU RY ON CAPIT AL STOCK

Mr. P assman. What have you repaid the Treasury out of the original 
$1 billion ?

Mr. Kearns. $706 million.
Mr. P assman. In  the way of dividends ?
Mr. Kearns. That is correct.
Mr. Passman. Wha t do you have as surplus  in the Exp ort- Imp ort 

Bank tha t would also be a profit ?
Mr. Kearns. Approximately $114 billion.
Mr. Passman. So we are thinking  in terms of about a $2 billion 

profit ?
Mr. Kearns. Correct.

VOLUME OF U. S.  EXPO RTS SUPP ORTED UN DER BA NK  PROGRAMS

Mr. Passman. Approximately what would you say the volume of 
exports has been since the inception of the Export-Import Bank ?

Mr. Kearns. More than $34 billion in exports supported  through the 
last fiscal year.

PROFIT TO U. S.  BU SIN ESS AND U. S.  TREASURY FROM BANK -SU PPOR TED 
EXPO RT SALES

Mr. Passman. $34 billion. And it is assumed tha t there is a profit 
of about 25 percent when you deal with commodities. That  means about 
$8.5 billion clear profit to the manufacturers of the goods that went 
into our export market, using the formula.

Then of course, out of this tremendous volume we would assume that  
the corporate tax is 51 percent, which means about $4.5 billion paid 
into the Inte rna l Revenue Service out of the profits made on tha t 
volume.

It  makes a pretty good story, does it not ?
Mr. Kearns. Yes, sir.
Mr. P assman. One that would be almost impossible to tea r down be­

cause you do really have a business proposition. I think three agen­
cies are revenue-producing: Bureau of Customs, Inte rnal Revenue 
Service, and the Exp ort- Import Bank. There are  some minor ones, but 
those are the three major ones, are they not ?

Mr. Kearns. Yes, sir.

POTENT IAL  VOLUME  OF EXPORTS W H IC H  COULD BE SUPP ORTED BY BA NK  IN  
FISCAL  YEAR 1972

Mr. Passman. What do you antic ipate your requests will be this 
year, the amount of loans tha t you could make this year, following 
prudent business operation? What would be the  demand in Expo rt- 
Import Bank for solid credits, solid loans to pay for goods and 
services ?

Mr. Kearns. On the basis of the authorizations submitted to you-----
Mr. Passman. I am not thinking  about authoriza tions, I am think ­

ing about your potential,  what you would like to have, if we said,
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“Mr. Kearns, we are going to cut you loose without any res trictions.” 
What would be your estimate as to the amount of commodities you 
would finance in fiscal 1972 ?

Mr. Kearns. If  we were not restricted-----
Mr. P assman. I am making a hypothe tical case, yet it  is a real case, 

if you were cut loose and had the flexibility, then what would be the 
amount of commodities that you could finance for the United States?

Mr. Kearns. My estimate would be $10 to $12 billion.
Mr. P assman. Do you want to use $12 billion ?
Mr. Kearns. I f we had freedom to use the basic Eximbank author­

ity, yes, sir.

revenue to treasury on potential volume of export sales

Mr. Passman. All right . On $12 billion of U.S. commodities, a 25 
percent profit would be $3 billion to the manufacturers, and if they 
are operating at a 51 percent maximum, and most of  them are getting 
into that  bracket, what would they pay into the U.S. T reasury?

Mr. Kearns. $1.5 billion.

BUDGET RESTRICTION PREVENTING BANK FROM SUPPORTING 
$12 BILLION EXPORT VOLUME 

Mr. Passman. $1.5 billion.
Now, with the restriction tha t you are opera ting under today, you 

could only finance up to $8 bill ion; is that  correct ?
Mr. Kearns. From all the programs, tha t would be the maximum. 
Mr. Passman. That would be the maximum ?
Mr. Kearns. Yes, sir.
Mr. P assman. Now, the budget places an absolute ceiling upon your 

operations and when you have reached tha t ceiling, regardless of the  
demands or regardless of how good the credit of the nation or indi­
vidual applying is, you have to slow down your operation to stay 
within this budget limi tati on; is that  correct ?

Mr. Kearns. That  is correct, bu t it is even more restric ted than that 
because we must pace ourselves to be sure tha t we do not overspend. 
So the tendency is to always underact, to be sure that we will not have 
an excess call on the resources which will be available.

EFFECT ON BANK ACTIVITY OF ANN UAL  BUDGET LIMITATION

Mr. Passman. Now, in looking at the limitation placed on you by the 
Director of OMB, you move from one fiscal year to another, you make 
a loan in one fiscal year and it is paid back in another fiscal year; 
I have been told tha t under  the present plans you could make a loan 
of $10 million to country x and the following day tha t country could 
pay tha t $10 million bac k; however, notwithstanding the fact tha t i t 
has been paid back, th is $10 million is against your ceiling.

Mr. Kearns. That  is, if the $10 million was paid back in the next fiscal year.
Mr. P assman. I know. Most of your transactions  do move out of one 

fiscal year into another, so for all practical purposes tha t is the  way it operates.
Mr. Kearns. Th at is correct.
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Mr. Passman. I f you make the loan and then it is pa id back, then 
of course that works against your limitations, the payback 
notwithstanding ?

Mr. Kearns. Yes, because the disbursements are considered as ex­
penditures unde r the present  circumstances.

Mr. P assman. I t is a b it like a man going into a bank and borrowing 
$10,000 and the following day he pays it back, and the thir d day he 
goes in and wants to borrow $10,000, they say no, you have had your 
limit fo r the year, you must wait until next year.

Mr. K earns. T hat  is correct.
NEED FOR BANK TO BE RELIEVED OF UN IFIED BUDGET RESTRICTIONS

Mr. P assman. I think i t is highly desirable th at the E xport-Import 
Bank remain under the unified budget control, providing they can get 
an increase in the limitation. Now if you cannot ge t an increase in the 
limitation, I  think there is some justification for making the exception.

I have opposed you on this in the past, but I have analyzed your 
operation, I have a better understanding of it today. I am of the opin­
ion that the people down at the budget did not unders tand it com­
pletely. Off the record.

(Discussion off the record.)
Mr. Passman. Have I made a fairly factual and accurate case?
Mr. Kearns. I t is.

u.s. balance-of-payments problem
Mr. P assman. I  want to unders tand it. I want to be fa ir, I want to 

be a responsible Member of Congress. If  this operation is making 
money fo r American manufac turers  and in tu rn they are paying U.S. 
taxes, I  do not know why you should not have the limita tion increased. 
If  they are not willing to permit you to function according to the re­
quests you have for good credits to sell commodities, then I do not see 
any alternative other than  to take you out from under the unified 
budget control which I would not like to see.

So few people really understand  this, what  we are talk ing about, 
when we say a balance-of-payments credit and balance-of-payments 
deficit. Yes, Members of Congress, lots of accountants, lawyers, do, 
but the average American who has never had anything  to do with 
this type of operation does not know what we are talking about. I t 
simply means we are  sending more dollars out than  we are bring ing 
home.

If  you actually send $3 billion more abroad than  you are  b ring ing 
home, tha t simply means that foreign governments and foreign 
nationals  hold these short-te rm credits against the United States.

Now when they accumulate these dollars in excess of thei r needs 
to deal in commerce, there  are only two things  they  can do, p ut them 
in a v ault or demand gold for the m; is t ha t correct ?

Mr. Kearns. Right .
EFFECT OF PAYMENTS DEFICIT ON STRENGTH OF DOLLAR

Mr. P assman. The more of these dollars you can bring home and 
the lower our annual balance-of-payments  deficit, the bette r off our 
monetary system fo r the United States would be, would it  not?
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Mr. Kearns. Not only for the United States, but  for the countries 
that hold dollars as reserve currency. It  strengthens their position, too.

Mr. Passman. I  am mainly think ing of the United States. I know 
you cannot think of  the United S tates without thinking  of all nations, 
but basically I am th inking of the United States, because we are the 
ones guilty of overspending. I think in the past  20 years we have sent 
$45 billion more abroad th an we have b rough t home. Now there is a 
limit  to Low much further we can go because a lot of European bankers 
are getting a lit tle shaky at this time. They have all the dollars they 
want. Now they are beginning—our agreements notwi thstanding— 
to demand gold again.

You know that,  do you not? If  we should get a run we are in serious 
trouble. A lot of foreign bankers are quite skeptical of the continu­
ation of our overspending in the United States.

I  think the day of reckoning is around the corner.
If  you can make a significant contribution  towards  reducing our 

annual balance of payments deficit and still mainta in a sound opera­
tion, T am going to be compelled to support you. I  s till think  it is de­
sirable to keep you under the unified budget, control, but only i f you 
can get those people downtown to agree to raise the authorization, 
then change the language to  where they could not impound the funds 
afte r they had agreed to it.

That has been done in the past, has it not ?
Mr. Kearns, Yes, sir.
Mr. Galifianakis. Would it be permissible to propound another 

question ?
Mr. Passman. Yes, I yield.

EX IM BA NK  RE LA TION SH IP TO WORLD BA NK

Mr. Galifianakis. What is your relationship to the World Bank? 
Are you involved in the operation of loans?

Mr. Kearns. The World Bank has an entirely different function 
than  does the Export- Import Bank. I ts prime purpose is the develop­
ment of the less-developed countries.

Mr. Galifianakis. You have no relationship with them ?
Mr. Kearns. We do work cooperatively with the World Bank from 

time to time on selected projects. We have the closest coordination of 
information and experience.

We find tha t from time to time when an over-all project can be 
separated into different units, where the World Bank can take p art of 
it, perhaps the Inter-American Development Bank can take p art  of it, 
and Exp ort- Import Bank can take par t of it, we work cooperatively 
and do this  regular ly.

BA NK  INTE REST  RATE

Mr. Galifianakis. Docs your interest  rate come down for that  kind of loan ?
Mr. Kearns. No. our interes t ra te stays the same in all transactions. 

At the moment it is lower than  the World Bank.
Mr. Passman. But yours is fixed at 6 percent ?
Mr. K earns. M e have the privilege of changing it, but we feel this is a good rate. It is not fixed by law.
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Mr. P assman. You cannot, go below G ?
Mr. K earns. We could.
Mr. Passman. But  you do not ?
Mr. Kearns. There have been cases in the past, quite some time in 

the past, when there have been political loans to assist other countries 
which had problems. For  example, going back to the reconstruction 
days, there were some loans made as low as 2 and three-eighths. This 
practice is no longer used.

Mr. Passman. We were borrowing money then for 1.5 percent, you 
understand.

Mr. Kearns. That is right.
Mr. P assman. But you still had a profit even a t tha t rate, is th at 

not correct ?
Mr. Sauer. That is correct.

EXPORT EXPANSION FACILITY

Mr. Galiafianakis. Do you have a soft loan policy ?
Mr. K earns. Not a soft loan policy. Two years ago the Congress in 

its wisdom established what they called an Ex por t Expansion Facility .
It  is sort o f a misnomer, actually, because it is not any facility at all. 

All it says is: You in the Exp ort- Imp ort Bank can lose $500 million 
if you want to. You cannot make any longer loans than  you would 
otherwise, bu t you can make loans tha t are a lit tle less desirable from 
a credit standpoint.

The unfortunate  th ing is that in the “trad e” some people think tha t 
this facility  was provided $500 million of money, bu t i t was not. The 
money comes from the same Eximbank pot. B ut what we do is assign 
cases to this facility from time to time. When we have a situation  in 
a country where the c redit worthiness of  the  country in the short run 
may be questionable, with the agreement of the Export Expansion 
Committee (which is made up of Commerce, State, Treasury, and 
Exim bank), assign the loan to tha t category. But  I can tell you we 
do not have any more intention of losing those loans than we do the 
others. We may have to roll them over sometime. We may have to give 
them a little extra time to get over a tigh t spot.

provision for losses under export expansion facility

Mr. Passman. L et’s put this in the record because I  have given you 
heck on that.

Of course, the Congress has been try ing  to make an A ID agency out 
of Export- Import Bank and you know that.  So they passed the legis­
lation which made it  possible for you to have a semi-foreign aid win­
dow, saying “Now the rigid  credit c riteria by which you finance com­
modities can be lowered.”

In  the event the losses should come, here are where the losses come, 
part of i t out  of profits, part of it is a withdrawal from the Treasury.

I have stated that correctly, have I not ?
Mr. Kearns. Tha t is correct.
Mr. P assman. But you in your sound judgment and the Board have 

not exercised the right you have because the minute you star t financing
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up to the full capacity on this arrangement, then i t simply means you 
have to cut down on making good solid loans, is tha t not correct ?

Mr. Kearns. That is correct.
(Discussion off the record.)

FUTURE OPERATION OF TH E BANK

Mr. P assman. Thank you.
Your present plans are to continue to operate the Exp ort- Import 

Bank in the future  the  same as you have in the  past,  notwithstanding 
the fact that  you do have legislation to make possible less favorable  
loans ?

Mr. K earns. These decisions do not depend on what this Board of 
Directors does. It  is an inherent part of Eximbank philosophy and 
procedure.

Mr. P assman. I know. But who could force you, if  you decided on 
your Board not to do it. If  you have an application for a loan th at does 
not look favorable, you do no t see tha t the country would be able to 
pay it back, your Board makes tha t decision whether or not you should reject it?

Mr. Kearns. That is correct.
Mr. P assman. So my question is, you intend to operate in the future 

as you have in the past on a good sound operation  and any par ticipa­
tion in this more permissive field will be the  exception and will not be the rule, is that  correct?

Mr. K earns. It  will certainly  be the intention  of this Board and I  believe of any succeeding Board.

wans to developed countries for purchase of defense articles

Mr. Gai.iftanakis. What portion of your loan business is involved in the sales of military equipment?
Mr. Kearns. In our request for  authorization, we have $300 million 

maximum for military sales to developed countries.
Mr. Galifianakis. Could you furnish for the record, if you don’t 

have it, the loans tha t were made and to whom and the amounts?
Mr. Kearns. Yes, sir.
Mr. Gaijfianakis. And the terms.
Mr. Kearns. Yes, sir.

PURCHA SE OF DE FE NS E AR TI CLE S AND SE RV IC ES , AU TH OR IZE D FI SC A L YE AR  1970

County Loan No.
Date

authorized

Amount 
authorized 

(in  m illions)

Intere st
rate Repayment 

(pe rce nt)  terms
Expi ry
date

Aus tra lia_________________ 2779 Apr. 15,1970 35 454 14 S A .............. . .  Jun e 30,1971Do ..............  ............... 2779 June  25,1970 14 454 M S A _______ Do.Do __________________ 2780 Apr . 15,1970 89 7J4  M S A ............. .. .  Jun e 30,1973Sp ain................ .................... 2852 June  30,1970 120 V/ t M S A _______ . .  Jun e 30,1971Ita ly_________ ___________ 2853 .........do............. 13 7J4 13 m on th s. ... . .  May 15,1971D o . . .......................  . . 2854 ____ do............. 25 V/» 7 SA ............... . .  Dec. 31,1 972
Total fiscal year 1970. . 286

* Increase.
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Mr. Galifianakis. Who was the largest  applicant for credit for 
tha t purpose?

Mr. Kearns. This year, Iran .
Mr. Galifianakis. How much ?
Mr. Kearns. $120 million.
Mr. Galifianakis. Was that a small loan ?
Mr. Kearns. No ; it covered aircra ft and tank retrofit.
Mr. Galifianakis. Can you give me two or three  countries ?
Mr. Kearns. In recent years we have supported military sales to 

Iran , United Kingdom, Aust ralia,  New Zealand, Spain, and Italy.
Mr. Galifianakis. I f you could furnish for the record the rest of 

them, this would be helpful, describing the purpose of the loans. 
Mr. Kearns. Yes, sir, I would be delighted to.

CREDIT CRITERIA

Mr. P assman. Under your operation you can make loans to a foreign 
government or any foreign business, corporation, or individua l tha t 
meets your credit c riteri a; is that correct ?

Mr. K earns. That is correct, except in the Communist countries.
Mr. Passman. Of course, that is understood. That would take a 

Presidentia l determination.
Mr. Kearns. Yes, sir.

COUNTRIES RE QU IRING A PR ES IDEN TIA L DE TERM INAT ION FOR BA NK  
FI NAN CI NG

Mr. P assman. Could you place in the  record the countries in which 
you cannot make loans without  a Presidential determination?

Mr. Kearns. Yes, sir.
(The information follows:)

Countries to Which  Eximbank Prohibited F rom Extending E xport 
F inancing Without A Presidential Determination 

(Sec. 2(b)  (2) of Export -Im por t Rank Act of 1945, as amended)
Peoples Republic of Albania.
Peoples Republ ic of Bulg aria.
Peoples Republic o f China.
Czechoslovak Socia list Republic.
German Democratic Republic (E as t Germany) .
Estonia.
Hungarian Peoples Republic.
Latv ia.
Lithua nia .
North K orean  Peoples Republic.
Nor th Vietnam.
Outer Mongolia-Mongolian Peoples Republic.
Polish Peoples Republic.
Ruman ian Peoples Republic.
Tibet.
Fed era l Peoples Republic of Yugos lavia.
Cuba.
Union of Soviet Socia list Repub lics (inc luding Its capt ive constituen t re­

pub lics ).
Mr. P assman. That would be a lot easier than  placing in the record 

the list of the countries where you can.
Mr. K earns. Yes, sir.
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BANK SUPPORT OF EXPORTS TO LAT IN AMERICA

Mr. P assman. 1 believe in Lat in America all of the Latin American 
countries are eligible for Export- Import Bank loans with the excep­
tion of Cuba, ami maybe Chile at the present time.

Mr. Kearns. Legally Cuba would, be the only one tha t would be 
excluded, sir.

Mr. Passman. And you are  making loans annually, are you not, to 
most of the Latin American countries?

Mr. Kearns. Regularly, every day.
Mr. Passman. Really Latin America is where we have a very fine 

market for our goods and services, is it not ?
Mr. Kearns. Yes, si r; it is the biggest single market.
Mr. P assman. Biggest single market that we have?
Mr. Kearns. Yes, sir.
Mr. Passman. Collectively you are speaking ?
Mr. Kearns. Yes, as a geographic area. We do business, incidentally, 

in 143 countries.
NUMBER OF NATIONAL STATES

Mr. Passman. Wait a minute. You only have 139.
Mr. K earns. Actually, Mr. Chairman, I should have said 143 mar­

kets, not countries. I am sure that the Department of State  and we are 
in agreement with respect to the number of independent political 
States in the world, but I think i t is important to understand tha t we 
also provide support to those of our exporte rs selling to overseas mar­
kets which may not be independent countries.

AUTHORITY OF COMMITTEE TO SET BANK ANN UAL  ACTIVITY LIMITS

Mr. P assman. I am going to run a long briefly now. I might say this 
for the record, while these other gentlemen go to answer their names. 
Everything that comes to this committee under  normal procedures has 
previously been authorized. We deal with authoriza tions, and i t is only 
in the absence of  an author ization  tha t we act as the appropriating 
committee as well as the authorizing committee, clearing our bill 
through the Rules Committee so as to expedite the business o f the 
Congress. According to precedent this committee could adju st this 
limitation and be in compliance with the law as we interpret  it and 
as we established in one previous year. Is tha t a statement  of fact?

Mr. K earns. I  think  so.

LIMITATION ON ADMINISTRATIVE EXPENSES

Mr. P assman. So please understand if  we wanted to cut the Export-  
Impo rt Bank in two, we have the authority, but the thin g th at we do 
deal with specifically is a l imitation on the administra tive expense.

I believe in fiscal 1971 you had a limitation on the administrative  
expense of $6,948,000. Have you asked for a supplemental to increase 
your limitation?

Mr. Kearns. After the last authorization was passed, the Berne 
Union, which is an organization of interna tional  credit organizations, 
decided to come to the United States for its annual  meeting, and  it ’s 
customary for the host country to do some entertaining. So we asked
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for and you were kind enough to gra nt an additional $8,000 within our 
overall admin istrative expense limitat ion for entertaining of these 
people from 23 countries.

SUPPLEMENTAL PAY COSTS

Mr. Passman. I think tha t is entirely proper. We are thinking  in 
terms of pay increases enacted by Congress. How was th at handled ?

Mr. K earns. We will require $435,000 more for those pay costs. 
Mr. Passman. Then you did ask for a supplemental ?
Mr. Kearns. Yes, sir.

TOTAL ADMINISTRATIVE EXPENSES FOR FISCAL YEAR 19 71

Mr. P assman. What  is your total considering what you requested in 
the original budget last year, and the additional $8,000 as well as the 
cost of the pay increase ? Give us that  grand total.

Mr. Galifianakis. Mr. Chairman, are these tax dollars you are 
asking about?

Mr. P assman. No; th is works out of  the ir profits.
Mr. Galifianakis. We are not talk ing about tax dollars?
Mr. P assman. No.
Mr. Kearns. This is authorization to use some of our  income. 

$0,613,000. I s tha t correct?
Mr. Dugan. Wi th the supplemental it  is $7 million.
Mr. P assman. $7 million?
Mr. Dugan. Yes.
Mr. Passman. I  am peculiar about dollars. Is tha t an exact figure, 

or are you rounding tha t off?
Mr. Dugan. That is a rounded figure.
Mr. P assman. W hat is it? $7.4 million?
Mr. Kearns. Here it is ; $7,047,126.

FISCAL YEAR 197 2 ADMINISTRATIVE EXPENSES

Mr. P assman. I am always exacting about those figures because that 
little difference there is more than the salary tha t either of us gets 
for a year.

The total  request for fiscal 1972 with the expanded operations  is 
$7,699,000?

Mr. Kearns. That is correct.

ESTIMATED NET PROFITS FOR FISCAL YEAR 19 71 AND FISCAL YEAR 197 2

Mr. Passman. Would you give us an estimate of what you think 
your profits may be for 1972 ?

Mr. Kearns. They would be greater  than  they will be for 1971.
Mr. P assman. W hat are your anticipated profits for 1971 ?
Mr. K earns. $113 million. We are estimating  $117 million fo r fiscal 

1972.
Mr. P assman. $117 million, and you are asking for the privilege  to 

spend $7,699,000 of those profits to administer the entire function of 
the Ex port -Imp ort B ank; is that correct ?
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Mr. Kearns. The $117.4 million would be afte r having spent the $7.7 million. It  would be $125,095,000.
Mr. P assman. You estimate you would c lear $125 million for the American taxpayers or the  Treasury in fiscal 1972 ?
Air. Kearns. That is cor rect ; that is the estimated gross profit before administrative expenses.
Air. Passman. And you ask for a limitation of $7,699,000 to admin­ister th is entire  funct ion ?
Air. Kearns. That is correct.

NUMBER OF COUNTRIES IN  WHICH  LOSSES OCCURRED

Mr. P assman. Now, if we may, over the period of the operation of 
the Bank, how many nations have we had bad experience with,  where we had to charge off the debts and losses ?

Air. K earns. Ten.
(Discussion off the record.)

PROPOSED LEGISLATION: FLEX IBILITY AND CON TINU ITY

Air. Passman. With  this legislation tha t you are requesting, you are asking for it mainly fo r flexibility, aren’t you ?
Air. Kearns. Flexibility  and continuity , the two essentials.
Air. Passman. Now, would continuity mean giving you the righ t to 

deal with Communist countries and countries tha t do not mainta in diplomatic relations with us?
Air. Kearns. No; continuity would be the assured ability to fund 

the commitments tha t we make regardless of what happens in the budgetary  process or the money market.
Tha t is what we mean by continuity.

COMM UNIST  COUNTRY TRANSACTIONS

Air. Passman. Aren’t you actually , in  th is legislation which passed 
the Senate, asking to be given more flexibility to do business with 
Communist countries and with those who do not have diplomatic 
relationships with us?

Air. Kearns. AVe did not ask for tha t in the legislation tha t we pro­
posed, but in the Senate bill as it was adopted yesterday-----

Air. Passman. You did not ask for it ?
Air. K earns. No.
Air. Passman. If  everything moved along possibly the way you 

would like to have it—I am using tha t “if ” now—then you would register no objection to the House cleaning the bill up a li ttle, would you?
Air. Kearns. AVe told the Senate in our testimony that we would take no position for or against th at proposed provision.
Air. Passman. But then you would not object if an amendment would 

be offered on the floor to clean the bill up ? Then the person who of ­
fered the amendment could say, “The E xport-Import Bank has taken 
no position. They did not ask for this legislation and they are not  ob­
jecting to it.” That  would be a fair statement?

Air. Kearns. That is correct.
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NEED FOR ADDITIONAL BUDGET AUTHORITY

Mr. P assman . I  expec t th ere w ill be an amendm ent , you un de rs tand , 
because I th in k abo ut all we c an do is tak e care of  ourse lves an d take  
car e of fr iend ly  coun tries. I wa nt to say  a ga in,  M r. Ke arns , an d mem­
bers o f th e Bo ard , I have some m isg ivings a bou t r emoving  the E xp or t-  
Im po rt  Ba nk  out  fro m un de r the con tro l of  t he  unif ied budget,  bu t I 
th in k you are  go ing  to h ave  to h ave  an  al ternat ive. Unless the Con gress 
agrees  to rai se the expe nd itu re  lim ita tio n so th at  you can  opera te 
wi th in  th is  est imate  of  $10 bil lion to $12 bil lion, mak ing a pro fit fo r 
the Am erican  man ufac turers , yi elding  revenue to the Tr ea su ry , the n 
I  am of  the  opin ion  I am go ing  to  h ave  to  chan ge my pos ition. I have 
alw ays  fe lt th at if  I hav e mad e a mis take, I will  tr y  to corre ct th at  
mis take and if  I hu rt  any  i nd iv id ua l’s fee lin g I will  alw ays  apologize.  
In  t hi s ins tance I  a m not too sure th at  th e end  justi fies  th e means, and 
I am go ing  to discuss it and if  th is  bi ll is c lean ed up  to  where  you c an’t 
dea l w ith  Co mm unist c ountr ies  and c ountr ies  which hav e broken di plo­
ma tic relations, conceiv ably  you may have mad e a con ver t ou t of  me.

Mr. R oybal. May we go off the  rec ord  ?
Mr.  P assman. Yes.
(Discussio n off the record .)

EFFECT OF PROPOSED LEGISLATIVE REVISION ON COMM UNIST COUNTRY 
TRANSACTIONS

Mr. P assman. Let ’s rea d it  in the rec ord , and I  am gl ad  th at th e 
Pr es id en t ag ree d they  tak e no positi on. Th ey  wou ld no t oppose  an  
am end ment to correct it. I  am read ing fro m page 8 o f Sena te Rep or t 
92-51 , th e capti on  i s :

“R emoval of  Ce rta in  Re str ict ions  on Exp or t- Im po rt  ass ista nce .”
I t  r ea ds:
The present Export-Import Bank Act contains an absolute prohibition agains t 

the extension by the Bank of any credit or guarantee  assistance in connection 
with any exports to the nations  of Eastern Europe, regardless of the natu re of 
the exports. The bill removes this absolute prohibition and provides tha t the 
President of the United States may permit such Export-Import Bank assistance 
for any transaction which he determines will be in the national interest. Such a 
determination must be reported to the Senate and the House of Representat ives 
within 30 days after  it is made.

Mr.  P assman . Now, of  course we all  know th at thes e Pr es id en tia l 
de ter mi na tio ns  are  alw ays  based upon the recom mendations of  the 
de pa rtm en t head because I  thi nk  we have established fo r the rec ord  i t 
wou ld tak e 1,293 men  to  do all  the th in gs  issued in  the nam e of  the 
Pres iden t, so he has to  follow the recom mendatio ns of  his de pa rtm en t 
heads.

Th is  wou ld give  you th at  r ig ht to do any business y ou wa nt  to wi th 
these Ea ster n Eu ro pe an  co untrie s i f y ou moved on th e basis  of  a Pr es i­
de nti al  de ter mi na tio n, an d it  is some thing  th at  you  did  no t ask  fo r 
and you may no t abuse it , you  un de rs tand , bu t you don’t kno w wha t 
yo ur  successor may  do. I  th in k i t sh ould come out.
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BA NK  TOSIT ION  ON PROPOSED REV ISIO N

Mr. Kearns. Mr. Chairman, I want to be consistent with what we did in the  Senate.
Mr. P assman. Yes.
Mr. Kearns. When this  was proposed in the Senate, we said tha t we took no position for or against. The Eximbank had nothing to do with the original restriction p ut in our statute. We can operate e ither with or without the option.
Mr. P assman. But you didn’t even know it was going to be put in ?
Mr. Kearns. We had heard about it.
Mr. P assman. But you took no position and you are not recommend­ing it a t this time ?
Mr. Kearns. Tha t is right.
Mr. P assman. And you have operated very nicely without  it  in the past?
Mr. Kearns. Yes.

“concorde”
Mr. Galifianakis. Did you loan any money to build  the Concorde ?Mr. Kearns. No, sir; absolutely not.

EXPLANATION  OF BA NK  POLIC Y ON LOCAL COSTS AND DOWN PA YM EN TS

Mr. Chairman, two th ings. One is that in our earlie r discussion on the Bank there are two aspects which need clarification—one regarding  local costs, and the other downpayment. I would like to submit for the record the actual language on these aspects.
(The information follows:)

Local costs.—Projects tha t require a combination of imported equipment and technology with local components of labor, materia ls, or other goods and services of host country origin occasionally need some support of the local costs if the project is to proceed. When it has been c learly demonstrated tha t such support is needed, Eximbank will make currencies available for local cost financing equal to the equivalent of 15 percent of the U.S. export. This is ac­complished by guarantee ing repayment of such an amount to a non-U.S. finan­cial institution tha t in turn  provides the currency. Eximbank does not finance purchases from third countries. The local costs are  only those costs incurred within the country of the buyer of the U.S. goods and services.Cash or downpayment.—Under some circumstances the purchaser is unable to produce the required advance payments. When clearly warranted such pay­ment may be waived provided th at no less than 25 percent of the  total purchase price of the U.S. export is supplied from a non-U.S. financial source, thus pro­viding an immediate positive 25-percent balance-of-payments impact.

EX PLAN AT ION OF BA NK  PROGRAMS

Mr. P assman. Would you please explain briefly your various pro­
grams and indicate the terms of the loans made under each where applicable?

Mr. Kearns. Yes, sir ; our equipment and services authorizations help to stimulate the economic development of the  recip ient countries by financing the acquisition of U.S. equipment and services required for the establ ishment of new industries, the  expansion and  moderniza­tion of existing manufacturing  enterprise, procurement of jet air­craf t, et cetera. Our current interest  rate on these loans is 6 percent.
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Normally, repayment is made in semiannual installments beginning C 
months after delivery of the equipment purchased or after comple­
tion of the projec t financed. These loans generally carry  a term 5 to 
7 years. Inasmuch as Exim bank must commit the allocation of funds 
authorized for each transaction, the Bank charges each borrower a 
commitment fee equal to one-half of 1 percent of the undisbursed 
balance of the authorization. Our current practice is to figure no more 
than  50 percent of the E.S. purchase from Eximbank resources.

Discount loans.—On July 1 ,19G9, our revised discount program was 
inaugurated. This program has as its principa l feature a provision for 
the issuance by Eximbank of advance commitments to commercial 
banks to make loans to them against specific export transactions. Thus, 
with these assurances, the U.S. commercial bank is able to proceed 
with thei r financing of the export transactions , knowing that, if they 
encounter liquidity problems, they can discount the export paper  with 
Eximbank. The inte rest ra te Eximbank charged is one half of one per­
cent less than the yie ld to the commercial banks when the export debt 
obligations are guaran teed or insured under Eximbank’s standard 
medium-term guaran tee or insurance programs, and 1 percent less 
than  the yield to the commercial banks  when they are not guaranteed 
or insured under these programs. I n no event will Eximbank’s rate be 
less than 6 percent. The maturity  range is from 1 to 5 years.

Under the guarantee p rogram  we are able to offer significant assist­
ance to exporters and the ir commercial banks by vir tually el iminating 
those credit and political risks which are peculiar to export  financing. 
The maturities of obligations covered by thi s program are generally L 
to 5 years and the interest charged by the commercial bank is its going 
rate fo r such transactions.

The insurance program is v irtua lly the same except th at short-term 
cover up to 1 year is also provided.

There is no difference in term or rate for transac tions authorized 
under the EEF—the only difference is the somewhat lesser credit- 
worthiness.

NEW  AND  REVISED PROGRAMS

Mr. P assman. Would you please provide for the  record a list of  any 
new programs which have been started in the last several years  with a 
brief explanation of each.

Mr. Kearns. Yes, sir.
(The information  follows:)

EXPORT-IM PORT BA NK  OF TH E UN ITED  STATES----NE W OR SUBSTANTIAL LY REVISED
PROGRAMS ADOPTED SINC E MAY 1, 19G9

The relending program has been completely revised to w’here it is now a bona 
fide promotional tooi for the selling of U.S. goods to small and medium sized cus­
tomers who lack the knowledge or sophistication to otherwise finance thei r pur ­
chases. Relending credits are now aimed at specific products and specific coun­
tries  where extra  effort is needed to bring U.S. products to the attent ion of the  
marketp lace; markets where the United S tates has been losing ground or where 
it never had a decent foothold in the first  place.

A cooperative financing facility has been established whereby Exim goes 50-50 
with foreign financial institu tions (including the overseas branches and subsid­
iaries of U.S. financial institutions) in the financing of U.S. exports. Thus we 
have been successful in actually obtaining the assistance of foreign pools of
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money to support the export of U.S. goods and services throughout the world. Although this program started only last fall, there are more than 30 CFF agree­ments worth about $1 billion of potentia l exports al ready in the pipeline.We are  developing several new insurance policies in cooperation with the For­eign Credit Insurance Association. These new policies a re designed to help U.S. exporters expand their  export sales by removing certain of the risks inherent in international transactions. The new “master policy,” for example, will cover political risks only or both political and commercial risks for all of a U.S. exporter’s transactons made on credit terms up to 5 years. The master policy includes a deductible feature, minimum paper work requirements, and a  low aver­age premium rate.
Extended use of guarantee authority.—Application of the financial guarantee authority of the Eximbank has been extended, primari ly to att rac t secondary sources of finance for exports. This program is expected to be administered pri­marily through commercical banks.
Use of foreign source financing.—A program has been devised to solicit and ne­gotiate with non-U.S. institut ions to provide sources of funds to pay for U.S. ex­ports. In the execution of this program the executives of the Bank have made extensive personal exploration and a permanent representative of the  Bank has been es tablished in Europe and the F ar East. The results to date have been most encouraging.
Joint/participation financing.—A program of joint/par ticipation  financing has been undertaken to achieve the greates t leverage from the actual cash resources of the Bank. This program is based upon the experience in financing aircraft sales over the past several years. Under this program, when Eximbank is re­quested to provide direct credits, it now requires participa tion to a major degree by private financial institutions.
Revised discount programs.—The commercial bank export loans program (dis­count program) initiated in 1966 was revised and simplified beginning July 1, 1969. The current program actually has increased the number of banks which will finance exports and will significantly add to the private resources available for continuing export financing.
Nuclear poivcr support.—A policy has been adopted to assist  in the sale of U.S.- produced nuclear power production facilities. The program includes assurance of the continued availabili ty of financing for fuel charges, of key importance in maintaining the competitive advantage of American exporters.
Predevelopment support.—To support the country’s engineering, planning, and construction industries as well as to aid potential sales of large capital projects, a program has been implemented to provide financial backing for U.S. partic i­pants in early feasib ility and planning studies.
Equipment insurance. — To furth er assist engineering and construction ex­porters, a program has been adopted wherein the Eximbank will provide politi­cal risk insurance on heavy and valuable equipment transported abroad for per­formance of contracts.
Local cost financing.—Local cost financing has been one of the most trouble­some demands iq>on U.S. exporters. To assist American firms in achieving large and important contracts, a program has now been approved tha t helps to provide local cost financing from various sources without a  direc t outflow of dollars from the United States.
Service to commercial banks.—A series of programs has been adopted to assist and to work with  private commercial banks. These include a free credi t informa­tion service, a professional training program for young executives, and special as­sistance in marshaling consortium financing, when needed.
Trade promotion.—A program of trade promotion has  been undertaken in co­operation with the Department of Commerce for planning and active partic ipa­tion in trade fairs  and exhibits around the world.
Private export finance corporation (PEFCO). A joint agreement has been signed creating PEFCO, a massive consortium arrangement to finance major exports.
Agricultural exports.—Special attention has  been given to agricultural exports, with increasing effectiveness.
Favorable interest rate.—After a thorough examination and analysis, the Ex­port-Import Bank has continued i ts direct credit interest rate  a t 6 percent.Comprehensive je t aircraf t financing.—A comprehensive policy and program to participate effectively in jet  airc raf t financing with minimum demand on Exim funding has been developed.
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Seminar  programs.— A commercial bank seminar  program, h ereto fore  conducted 
on an ad hoc basis, has now been revised and  programed into a unified, planned 
arrang ement  to include regional meetings,  sta te  s eminar programs, and commer­
cial-bank-sponsored programs  in various cities.

Specia l indust ry assistance.—A series of special indust ry programs has been 
developed to explore  indepth the financing needs and to develop specific programs  
of usefulness. These  inc lud e: The Natio nal Cotton Council of America, the Elec­
tron ic Ind ust ries Association, Machine Tool Bui lder s Assoc iation, Nat iona l Pr in t­
ing Equipment Association, Aerospace  Ind ust ries Association, and  others.

Financing assistance office.—An export financing assi stance office has  been 
establish ed to cooperate with  banks, indu strie s, or othe rs who find difficulty in 
arrangin g sat isfactory  financing. The purpose is to combine various resources 
and  fac iliti es to accomplish the major purpose.

Indu str y dscussions.—Meetings have been scheduled with representativ es of 
seve ral major U.S. industries  involved in exports  to exchange exper ience  and to 
stim ula te intere st in expans ion of t hei r export activ ities .

Advance comm itmen t procedure.— An effective advance commitment procedure 
has  been adopted , includ ing guide lines for borrowers,  se llers, and inte rna l opera­
tion al direction. This  development has  signi ficant ly speeded up case hand ling at  
all levels.

PROPOSED EX IM BA NK  LEG ISLATION

Mr. P assman. Let us first ta lk, briefly, about excluding the receipts 
and disbursements of the Bank from the budget. Last year this legis­
lation was introduced but was defeated in the House d uring the last 
days o f the session. I  have noticed this year new legislation has been 
introduced to accomplish the same purpose. If  I am not mistaken, 
you have already had hearings before the Senate ; is t ha t correct?

Mr. K earns. Yes, si r; tha t is correct. Three days of hearings were 
held by the Senate Committee on Banking, Housing, and Urban 
Affairs at which time the question of excluding the Bank’s receipts 
and disbursements from the budget was thoroughly  examined. A fter 
hearing testimony from witnesses from both indus try and government 
and afte r considerable study, it  was the recommendation of the com­
mittee tha t the  B ank’s receipts and disbursements should be excluded 
from the budget. The Senate concurred in the committee’s recom­
mendation and passed the bi ll by a 66-1 vote.

Mr. P assman. If  I  remember correctly, what is causing the problem 
is the  annual limita tion placed on budget outlays each year ny Con­
gress; is tha t correct?

Mr. Kearns. Not really. The Bank justifies and is given author i­
zation levels necessary and has the ability  to borrow money to fund 
its operation, b ut i t is not able to fully  util ize these resources because 
of the net budget impact limitations placed on the Bank as a result  
of its inclusion in the unified budget procedures.

Mr. Passman. Since the President  nas given certain flexibility in 
adjus ting individual  limitations, why do you have a problem now?

Mr. K earns. I t is true tha t the President  does have certain limited 
amounts of flexibility under  the outlay limita tions placed upon the 
fiscal year 1971 budget by the Congress. This  flexibility, however, is 
very limited and must be considered in the context, of the entire budget. 
It  does very lit tle to provide Eximbank with the necessary flexibility 
that it  needs to adequately respond to the demonstrated needs of the 
U.S. export community.

Mr. Passman. I s it  not true the Pres iden t can also request an in­
crease in this outlay limitation, if  needed?
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Mr. Kearns. Yes, sir ; it is true tha t within certain narrow limits 
the Presiden t can request an increase in the outlay limitations. This again, however, must be viewed in the context of the entire Federal Government. Recent experience proves tha t it does not provide the 
flexibility which Eximbank needs to properly respond to the rapidly 
changing international  monetary conditions.
CO NT IN UI NG  CONG RESS IONA L CONTROLS UNDER PROPOSED LEGISLATIO N

Mr. P assman. Even if you were excluded from the budget, is i t not 
true you would still have to appear before Congress to receive ap­
proval of the level of p rogram activity  each year? So what have you 
gained?

Mr. Kearns. Yes, sir; this is true. As I  mentioned in my statement, 
even though this committee, its counterpart in the  Senate, o r the Con­gress as a whole, has not reduced Eximbank’s author ization  request, 
Eximbank has been unable to adequately respond to the demonstrated needs of the U.S. expor ting community. This is because i t lacks the 
assurance tha t funds will be available to satisfy commitments. The Bank lacks the flexibility necessary to meet the rapid ly changing con- 
dit ions in the international monetary arena. This is true because, under curren t restrictions, authorizations which the Congress permits us to 
make each year actually disburse as much as 4 to 5 years afte r the 
year of authorization,  and disbursements are controlled by authorized budget impact levels each year. Thus, even though Congress sets au­thorizat ion limits for a given year, during tha t year the Bank is also 
making disbursements on authorizations which the Congress directed the Bank to make in prio r fiscal years. Thus, cu rrent  financing policies and practices are affected, not only by the author ization  limits which 
the Congress places upon the Bank’s activities for a current fiscal year, but by previous commitments made as much as 5 years in the past. If  the activities of the Bank were excluded from the computa­tions of the budget as envisioned in the proposed legisla tion, i t would again be possible to proceed with current programs with assurance 
of  funding commitments with borrowings as needed. In  this event the 
authorization levels approved through  the appropriations procedure would become the governing factor in Eximbank operations.
UNIF IE D BUDGET CON CEP T NOT INVA LIDA TED BY  EXCLUSION OF EX IM BA NK

Mr. Passman. Would we be defeating the purpose of the unified 
budget concept adopted 3 or 4 years ago if we excluded the Bank from the budget ?

Mr. Kearns. No, si r; we would not. We at Eximbank believe, and 
we have made our case within the administration and to the Senate, 
and are in (he process of making our case to the House, tha t the 
Export-Import, Bank does not proper ly belong within the unified 
budget in the  first place. I ts loan programs are significantly different 
than other loan programs in the budge t; and even within  the Com­
mission on Budget Concepts itself, there was considerable disagree­
ment over the prope r method to t reat  loan activities within  the Fed­
eral budget. We believe tha t since the Federal unified budget has
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been adopted, events and the actual practice of working with the 
budget have clearly demonstrated tha t the inclusion of the Export-  
Import Bank within  the unified Federal budget is not desirable. In  
addition, there are several other Government-sponsored enterprises 
which are currently excluded from the budget. Thus, the Export-  
Impo rt Bank is not really setting a precedent. Agencies such as 
FNMA have already been excluded from the budget, and the E xport- 
Impo rt Bank is s imply requesting tha t consideration be given to its 
case, which we believe fully justifies the exclusion of the Bank's activi­
ties from the Federa l budget total.

REDUCTION IN  FISCAL YEAR 1971  NET  BUDGET OUTLAYS FROM ORIGINAL 
ESTIMATE

Air. P assman. If  I  read the budget submissions from last year and 
this year correctly, it  appears  that  there was a reduction in the net 
budget outlay figure durin g the year for the Bank. The fiscal year 
1971 estimate submitted a year ago for budget outlays was $195 mil­
lion, and in this years  budget that figure is reestimated to be $128 
million. Was this decrease in outlays because the Office of Manage­
ment and Budget placed a lower outlay lim itation on the Bank, or  was 
the Bank jus t no t able to find the business tha t it had originally esti­
mated it could?

Air. Kearns. The decrease in outlays was because the Office of 
Management and Budget placed a lower outlay limita tion on the 
Bank. As can be noted from the budget document, no t only did the 
Office of Alanagement and Budget reduce Eximbank’s fiscal year 
1971 ne t outlays from $195 million to $128 million, they also reduced 
the amount of program activ ity the Bank was allowed to do durin g 
fiscal year 1971. This action was d ictated  by the desire to minimize 
Eximbank’s impact on overall budget limitations. Unfo rtunately , 
such action runs counter to our country ’s need for additional exports 
and balance-of-payments income. Further, it  ignores the constant 
increase in world trade volume which doubled in the last 7 years.

BIOGRAPHIES OF NEW  ADVISORY COMMITTEE MEMBERS

Air. P assman. You have had several changes in the membership of 
the Advisory Committee since las t year. Would you identify  the new 
members and place their biography in the record ?

Air. Kearns. Yes, sir.
(The information follows:)

E xport-I mport B ank  Advisory Committee  Members Appointed 
September 1, 1970 
wil liam blackie

William Blackie is chairman of the  board of directors of Caterp illar Tractor 
Co. He joined Caterpillar in 1939. having previously been associated for 9 years 
in Chicago with Price Waterhouse & Co., certified public accountants. Before 
election as chairman of Caterp illar in March 1906, Mr. Blackie was president 
for 4 years, an executive vice president for 8 years, and a vice president for 10 
years. He had previously served as controller from 1939 to 1944. Born in Glasgow, 
Scotland, Mr. Blackie attended grammar and high school there. He studied ac­
counting, business law, and economics a t commercial colleges and the University
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of Glasgow. He became a chartered  accountant of Scotland in 1930 and came to the United States tha t year. Mr. Blackie is a trustee of the National Industria l Conference Board, a member of the board of the International Executive Service Corps, a member of the board of directors of Ampex Corp, and Shell Oil Co. 
WI LL IAM BOYD, JR .

William Boyd, Jr., senior vice president of the Pittsburgh National Bank, is president  of the Bankers’ Association for  Foreign Trade, treasure r of the Pit ts­burgh Council for International Visitors, and executive vice president  and direc­tor  of the Pittsburgh International Finance Corp. Mr. Boyd is a graduate of Yale University (1937) and did graduate work at the University of Pitt sburgh. He has been with the Pittsburgh National Bank since 1958, serving successively as vice president, commercial banking;  vice president and manager, international bank­ing ; and since December 1968, as senior vice president and manager, interna­tional banking. He began his business career with the Gulf Oil Corp., 1938-54; and was a U.S. naval officer during World War II. From 1954 to 1956, Mr. Boyd was consultant to the president, Westinghouse Air Brake Co., and the head of William Boyd, Jr., and Associates, management consultants, from 1956 until joining the P ittsburgh National Bank in 1958. Mr. Boyd was awarded the decora­tion, Knight of the Order of Leopold II , by the Belgian Government in 1963.
VICTOR E. RO CKHIL L

Victor E. Rockhill is an  executive vice president of the Chase Manhattan Corp, and of the Chase Manhattan Bank, N.A., New York. He is also chairman of the bank’s wholly owned foreign banking subsidiary, the Chase Manhattan Overseas Banking Corp. Mr. Rockhill was born in New York City. He received his B.A. from Dartmouth in 1931, and joined the Chase National Bank tha t year. In 1933 he was assigned to the public utilitie s department, where he remained until 1951. He was appointed assis tant cashier in 1942, second vice president in 1947, and vice president in 1949. From 1951 to 1953 he was on special assignments. He was made deputy head of the special industries department in 1953, and retained this posi­tion when Chase National  and the Bank of the Manhattan Co. merged in 1955 to form the Chase Manhattan Bank. In January 1955 he was placed in charge of the special investments department. In May 1960 he resigned as vice president of the bank in order to become president of Chase International Investment Corp., of which he had been an officer since January 1954. He rejoined the bank as executive vice president  in 1964. Mr. Rockhill is also vice chairman of Chase In­terna tiona l Investment Corp. ; director of Chase Manhattan Trust  Corp., Ltd., Nassau, Bahamas; director of the Nederlandse Credietbank, Amsterdam, The Netherlands; director of the Standard and Chartered Banking Group L imited: director of the Standard Bank Limi ted; Standard Bank of West Africa Limited, London, England ; Esperance Land and Development Co., Esperance, Au strali a; Banque de Commerce, Antwerp, Belgium ; and Chase and Bank of Ireland (In ter ­national) Ltd.. Dublin, Ireland. In addition, he is a member of the management committee of the United States-South Africa leader exchange program and a member of the Council on Foreign Relations.
CHARL ES B. SH UM AN

Charles B. Shuman, president of the American Farm Bureau Federation, is a livestock and grain farmer near  Sullivan, Ill. Mr. Shuman lives on and actively partic ipates  wi th three sons in the farming operations of his 270 acre farm near Sullivan. The Shumans have a commercial herd of Angus cattle. Mr. Shuman graduated with honors from the University of Illinois College of Agriculture in 1928, and in 1929 earned his m aster’s degree in agronomy a t the S tate university. His minor study was agricultural economics. Since graduation from college, Mr. Shuman has been active in fa rm bureau, cooperative and community affairs. He was elected a di rector of the Moultrie County Farm Bureau in 1932 and its presi ­dent in 1934. He served as county president until 1938. He was elected to the Illinois Agricultural Association Board of Directors in 1941 and was named president of the IAA in 1945. He was elected to the American Farm  Bureau
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Federation Board of Directors  in 1945 and to the presidency of AFBF in Decem­
ber 1954. Mr. Shuman has served as director and president of a production credit 
association. He was vice president and la ter president of a rura l electric coopera­
tive. For many years he was a  director of the  rural  school he attended as a boy 
and served as  president of the first consolidated distric t in Moultrie County. Mr. 
Shuman played an impor tant par t in bringing about school reorganization in his 
county.

SALARIES OF DIRECTORS AND OFFICERS OF THE BANK

Mr. P assman. Would you also place in the record the salaries of the 
directors and officers of the bank ?

Mr Kearns. Yes, sir.
(The information follows:)

EXPORT-IMPORT BANK OF THE UNITED STATES—SALARIES OF OFFICERS AND DIRECTORS AS OF MAR. 31, 1971

Tit le
Executive level or
GS grade Salary

Chairman of the Board...............................................................................
Vice Chairman.............................................................................................
Dire ctor ..................................................................................... ...................
Dire ctor ............................................... .......................................... .............
Dire ctor .........................................................................................................
Executive Vice Pres iden t............................................................................
General Counsel....................................... ..................................................
Senior  Vice President and Tr ea su re r-C on tro lle r.. ................................
Senior  Vice President— Financing............................................................
Senior  Vice Pres ident—Exporter Credits , Guarantees, and Insurance.
Senio r Vice Pres ident— Planning and Export Exp ans ion...... ...............
S e cre ta ry .. ................................................................................................

Executive level I I I ............
Executive level IV.............

........do.................................
____do.................................
........do.................................
GS-18.................................
GS-18.................................
GS-17..................................
GS-17..................................
GS-17..................................
GS-17...................................
GS-15..................................

$40, 000
38, 000 
38, 000 
38, 000 
38, 000
35, 000
36, 000
32, 546
35, 801
36, 000
33, 631 
25, 867

LOANS WRIT TEN OFF AND DELINQUENCIES

Mr. P assman. Have you had any defaults  or delinquencies this  past 
year ?

Mr. K earns. No, during the past year we have writ ten off no loans. 
I will be happy to provide for the record the delinquent loans as of 
December 31, 1970.

(The information fol lows:)
SCHEDULE OF DELINQUENT INSTALLMENTS OF 30 DAYS OR OVER AS OF DEC. 31, 1970 

(Dollars in mil lions]

Country
Number 
of loans

Oldest 
past due 

ins tallment

Total 
0/S  -  

balance

Delinquent installm ents

Principal Intere st Total

Cuba........................................ ................  5 1958 $36.3 $24.0 $21.3 $45.3
Nigeria .............. ..................... ................  1 1967 1.6 1.4 .3 1.7
Indonesia.................. ............. ................  4 1970 36.6 10.8 2.3 13.1
U.A.R______ _____ _____ - ................  2 1966 23.4 20.3 6.0 26.3
Othe r........................... ........... ................  13 1949 42.0 21.6 17.8 39.4

Total ............................ ................  25 139.9 78.1 47.7 125.8

LOAN RESCHEDULINGS

Mr. Passman. Has it  been necessary to rollover or reschedule any 
loans this past year ?

6 0 -2 0 8 — 71— p t .  1-------- 36
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Mr. Kearns. Yes, we have had reschedulings durin g fiscal year 
1970. I will be happy to submit a schedule for the record showing 
the amount rescheduled during fiscal year 1970.

(The inform ation fo llows :)
RESCHEDULED LOAN OBLIGATIONS—AMOUNTS DEFERRED, FISCAL YEAR 1970

Country Date of rescheduling authorized
Amount

rescheduled

Afr ica: Sierre  Leone...........

Asia:
Indonesia....................
Korea................ ..........
Kuw ait..........................
Taiwan.............. ...........

Total A s ia . .. . .........

Europe: Spain....................

Lat in America:
Argent ina....................
Bol ivia ..........................
H a it i. ...........................
Mexico..........................

Total Latin America 

Grand total ..............

May 18 ,197 0..................................... $1,852 ,491.91

Sept. 8, 1969 ....................................  12 ,837 ,899 .24
Sept. 22,1969....................................  675,000.00
Feb. 25,1970...................................... 10 ,000,000.00
Oct. 6,1969 and Nov. 10, 1 9 6 9 .. ..  747,500.00

..............................................................  24,260,399.24

Feb. 20,1970.....................................  3,832,000.00

May 2 5,1970 ...................................... 3,4 75 ,000 .00
Feb. 16,1970.....................................  377 ,760.00
May 11,1970...................................... 218 ,858.00
May 25,1970 ...................................... 718,750.00

4,790,368. 00 

34 ,735?259.15

BA NK  WORLDWIDE ACTIV ITY

Mr. Passman. How many countries are you now presently doing 
business with ?

Mr. Kearns. I n fiscal year 1970 Eximbank transacted business in 
support of U.S. exports to 143 overseas markets. We usually ta lk about 
sales to markets rath er than  countries, because there is no precise 
definition of a country. For example, we regard Hong Kong as a 
market—or country, i f you will—even though official U.S. representa­
tion there is through a consulate general which in turn  is technically 
subordinate to our Embassy in London. We have also financed exports 
to multinational buyers, such as Scandinavian Airlines System and 
the European Atomic Energy Authority.

REASON FOR DECREASE IN  PROGRAM ACTIV ITY  LEVEL FROM FISCAL YEAR 
1971 TO FIS CAL YEAR  19  72

Mr. Passman. Wha t accounts for the decrease in program activity 
of $442,543,000 in fiscal year 1972 ?

Mr. Kearns. This  decrease in program activity is not what the Bank 
requested. The Exp ort- Import Bank’s in itial request was reduced by 
the Office of Management and Budget. I assume the major reason th at 
it was reduced was because of the effect the levels of program activity 
which we requested would have had on outlays in fiscal year 1972, and 
for the next few years. Thus, even though this activi ty represents sales 
for U.S. exporters  and will be repaid  both to the Bank and to the U.S. 
exporters and commercial banks, and in turn help our U.S. balance 
of payments, the decrease is still there. Therefore, because of the net 
outlay considerations  of the  Office of Management and Budget, Exim- bank’s program activ ity was reduced.
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CONTRIBUTION OF BANK TO U.S. BALANCE OF PAYMENTS

Mr. P assman. You indicate in your justifications tha t the effect of 
Export- Import Bank transactions on the balance of payments will be 
$2,315 million in fiscal year 1972. This  is broken down into $1,248 
million direct contribution  and $1,067 million indirect contribution.  
Would you please explain the difference between direct and indirec t 
contributions ?

Mr. K earns. Eximbank’s direct contribut ion to the balance of pay­
ments is the dollars actually received by the Bank  itself from overseas 
obligors and from the sales of loans to overseas buyers. In  fiscal year 
1972 it is estimated that repayments of principal and interest, and 
overseas sales of loans will bring  back into this country the  amount of  
$1,248 million. Also, because of activities under Eximbank’s guarantee 
and insurance programs, cash payments on shipments, and repayments 
to commercial banks and exporters on loans, guaranteed  or insured by 
Eximbank, an additional $1,067 million will be added to our country’s 
balance of payments in fiscal year 1972. This la tter  amount is the result 
of export sales which would not have been made without Eximbank 
support.

POLICY REQUIREMENTS FOR 50-PERC ENT  EXTERNAL SOURCES

Mr. P assman. I s the  general policy of the Bank still in effect which 
requires tha t 50 percent of the money on a loan come from sources 
other than the Bank?

Mr. K earns. Yes. T his is our general policy, and we adhere to i t as 
consistently as possible.

The policy perhaps  was born of necessity. The Bank's resources 
available for the direct financing of exports have been constrained by 
inclusion of the Bank’s activities in the unified budget, and simply 
have been inadequate to support the full needs of the Nation’s ex­
porters. By combining Eximbank’s resources with those of commer­
cial banks, we effectively have been able to double the resources avail­
able to those applying for Eximbank assistance.

Impo rtantly, however, the policy has given birth to even greate r 
achievement. We have introduced scores of commercial banks to export 
financing. We have made it possible for U.S. commercial banks to 
gain large r numbers of foreign clients, leading to a sizable increase 
in the volume of interna tional transac tions which take place without 
Eximbank participation . We have been able to  moderate the interest  
rate  charged to overseas purchasers of U.S. goods and services. And, 
we have been able to fulfill our obliga tion to the Congress, which has 
stated  in our statutes that  Ex imbank should supplement and not com­
pete with priva te sources of financing.

This program has been eminently successful. However, we are now 
at maximum effectiveness unless our funding capabili ty is improved. 
AVe have reached the limit on stretching  our cash.

Mr. P assman. Have there been any exceptions to this general policy 
over the last year ?

Mr. Kearns. Yes, there have been several such exceptions. On the 
one side, we have supported throu gh direct loans more th an 50 per­
cent of the financed portion when the t ransaction had been committed
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before this policy was adopted or when the transaction in our judg­ment appeared to be lost otherwise to foreign competition. On the other side, however, the greatest number of exceptions to the policy have occurred when we supported through direct loans something less than 50 percent of the financed portion. Aircraft  financing provides a notable example of Eximbank assisting in securing the sale while put ting  up less than ha lf the financed portion.

EMERGENCY FORE IGN TRADE LOANS

Mr. Passman. In the justifications, you indicate tha t under the regular loan program for fiscal year 1972, $50 million is provided 
for contingency for emergency credit authorizations. Would you give examples of possible emergency credit authorizations  which could use these funds?

Mr. Kearns. This contingency is provided for authorizations for credits to facilita te and continue the orderly flow of U.S. goods and services to countries which temporarily find themselves in exchange difficulties. Our last emergency foreign trade authorization was made in fiscal year 1969, when a $50 million line of credi t was authorized  in favor of Austra lia. Other countries for which emergency foreign trade  credits have been authorized in the past include Canada, the United  Kingdom, Bolivia, and Mexico, among others.

PR EL IM INAR Y CO MMITMEN T PROCEDURE

Mr. Passman. How has your prelim inary commitment procedure worked out this past year ?
Mr. Kearns. We believe tha t the prelim inary  commitment pro­cedure has been an outstanding success. Dur ing the first year  of its operation, prelim inary commitments were issued to some 200 firms involving over 250 projects  involving potent ial U.S. exports to 95 countries. To date 411 preliminary commitments have been approved involving U.S. exports  of $7.6 billion, and 100 of these have been converted to direct credits involving more than  $2 billion in U.S. export sales. Currently, 213 preliminary commitments are outstand­ing which represent  potential  additional exports in excess of $4.6 billion.

lo an  re pa ym en t  expe rie nce

Air. Passman. How has your loan repayment experience been over the past years ?
Mr. Kearns. Our loan repayment  experience has been excellent. Since its inception Eximbank has had only $3.7 billion in net loans written off and as of Dec. 31, 1970, had protracted  defaul ts of only $78.1 million in principal .

changes in guarantee and insurance programs

Mr. Passman. You indicated several changes have been made in your guarantee  and insurance programs. Would you please indicate what these changes have been.
Mr. Kearns. During the past year Eximbank has made a number of changes in its guarantees and insurance programs in order to reduce
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paperwork, speed up processing time, and reduce the cost of our  cover­
age to the export ing community. At  the beginning of 1970, we an­
nounced a number of proposed improvements in the FC IA  insurance 
program, most of which have now been implemented, including new 
policy forms, the prequalification of foreign buyers, and an expanded  
campaign to acquaint the U.S. exporter with our services.

In  addition to  the s tandard FC IA policies which have been offered 
to exporters in the past, several new types of policies are now available.

Firs t, we have the master comprehensive policy, which provides 
blanket coverage of both political and commercial risks on all of an 
exporter 's eligible short- and medium-term sales, with a deductible 
provision and a high discretionary authority  designed to minimize 
paperwork  and processing delays.

Second, there is the master political risk policy, which provides 
blanket coverage of 70 percent of losses from political risks only for 
all of an exporter 's eligible credit sales on terms up to 5 years.

And now we have a small business policy, for businesses which are  
newcomers to the export trade and exporters having a modest sales 
volume, which provides  comprehensive cover for cither all short- and 
medium-term sales or for all sales to specific foreign buyers.

Each of these can provide automatic coverage under a single mas­
ter policy for substantially all of an exporter’s sales to overseas buyers 
on credit terms ranging up to 5 years.

Eximbank is in the process of establishing a comprehensive prequali­
fication of actual and potentia l foreign buyers of U.S. products for 
given amounts of export credit. This prequalification process, when 
fully implemented, will make it  possible fo r FCIA,  including branch 
offices, and for U.S. commercial banks to an increasing extent to give 
on-the-spot approval to commit Eximbank to insurance and guaran­
tees for sales to specific foreign buyers.

Eximbank has made a determined effort to enlist foreign capital  in 
financing U.S. exports bv offering its repayment guarantee to non-U.S. 
financial institu tions and, in connection with large  projects, has agreed 
to cover local cost loans made in non-U.S. currencies, up to a maximum 
of 15 percent of the U.S. procurement, when such support is necessary 
to get the export for the United States. Under the commercial bank 
exporter  guarantee program. Eximbank has made increasing use of  
its ability to provide political risk cover only, where appropriate , at 
a reduced premium rate; and has underwritt en a great ly increased 
volume of export sales unde r the guaran tee and insurance programs, 
using both its regula r authority and the export expansion facility de­
signed to handle transact ions which offer a sufficient likelihood of re­
payment in accordance with the  long-term commercial interests o f the 
United States. Eximbank has made real progress in reducing the time 
required for processing applications and has actively sought the sug­
gestions of commercial banks and U.S. exporters for fur the r 
improvement.

EX PO RT  EX PA N SIO N  FA C IL IT Y  ACT IV IT Y

Mr. P assman. H ow much is provided in fiscal year 1972 fo r the  ex­
port expansion program ? L ast year a table was included in the budget 
showing the level plan for this activity  but this year I do not find 
such a table.
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Mr. Kearns. It  is almost impossible to estimate the amount of ac­tivity which will be charged to the export expansion facility (E EF ) during any one fiscal year. As you know, the facility provides that  
loans which in the judgment of the Board of Directors have only a sufficient likelihood of repayment, rather than  reasonable assurance of repayment, are charged to the EEF programs. Obviously then things  such as changing world political and economic conditions will affect the credit ratings of both countries and companies. Since these 
changes are by their nature largely unpredic table, it is almost im­possible to forecast in advance how much would be charged to the EEF program. In  fiscal year 1970, au thorizat ion under  the EE F pro­gram consisted of $93.2 million in loans and $156.9 million m medium term guarantees and insurance. Total charges ou tstand ing against the $500 million EEF limita tion were $168.6 million at June 30, 1970.

Mr. P assman. Th is program allows the Bank to make loans or gu ar­antees to organizations that  would not ordinarily  qualify  for such loans; is that  correct ?
Air. K earns. Yes, sir, tha t is correct. These are not sof t loans. There is no relaxation of terms or interest rates under the EE F program. 

The only difference between the loans charged against the EE F and the Bank’s normal business is tha t loans charged under  the EE F cannot meet the reasonable assurance of repayment criteria which is met by the Bank’s normal loans.

MILITAR Y CREDITS

Mr. Passman. I notice one of the m ilitary credits extended to Aus­tra lia  in fiscal year 1970 was a t an interest  rate of 4% percent while most of  the other credits were 7% percent. Why did you provide this low interest rate  to Australia ?
Mr. Kearns. This loan was part  of an overall commitment made sev­eral years ago. Current milit ary commitments are authorized at the rate  at which Eximbank is paying for funds during the month of authorization from the Treasury, or 6 percent, whichever is higher.
Mr. Passman. As I understand it, the Bank is res tricted from pro ­viding m ilitary credits to underdeveloped nations, is that correct?
Air. K earns. Yes sir;  tha t is correct. By sta tute, the Expor t-Import  

Bank has been prohib ited from financing the export of milita ry goods and services to any less developed countries since June 30, 1968.
TRADE W IT H  CO MM UN IST  COU NTRIES

Air. P assman. Has the President made any determinat ions concern­ing the extension of credit to Communist countries this past year?Air. K earns. No.
Air. Passman. Please upda te the table appearing on page 125 of 

last  year’s hearings showing the  amount of trade between the United States  and various  Communist countries.
(The information follows:)
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T ab le  B .— U.S . E xport s to  an il  In ip o rt s  F ro m  C o m m u n is t Areas  in  E ast ern  
E uro pe  a n d  Asia,  1963-69 a n d  Ja n u a ry -S e p te m b er 1970 

[THOUSANDS OF.DOLLARS!

COUNTRY
1

1963 1964-
1965 J 1966

1S67
I Jan.-

1968 I 1963 ' Sept- 
I 1970

TOTAL............................... ..............

EASTERN EUROPEAN AREAS...................
ALBANIA......................................... ....
BULGARIA.................. ........................
CZECHOSLOVAKIA..............................
EAST GERMANY.................................
ESTONIA

EXPORTS. INCLUDING REEXPORTS

166,817 339,926
143,010 1197.733 ' 195.26C [215,024 249.233 i 253.024

155.814
(•)

136
9,791
6,403

339.923
19

5,020
11,333
20.211

140,009 197,737
8 1 166 

3.613 3,631
27,685 , 37,336 
12,413 i 25,152

195,258
56

4,219
19,155
26,329

215,024 243,255 I 253,023
8 13 ! 1

4.036 4,645 ! 7,678
13.955 • 14,363 ' 16.338
29,047 ! 32.373 ; 25,279

2 ! .............  2
11,194 7,252 19.374

1 'HUNGARY................ ...........................
LATVIA

17,371
2,364

323
108,935

1,249
20,241

»3
>3

13,753
1,897

9,327 j 10,053 7,570

LIT HU AN IA...  . i  i ............... . . . .

POLAND...........................................
ROMANIA............................................

COMMUNIST AREAS IN AS IA .. ..........
CHINA, INCLUDING .MANCHURIA... 
OUTER MONGOLIA............................

138.066 
5.156

144,553
«3
’ 3

35,417 1 57,953
6.335 ! 26.636

45,161 ' 41,725 
-1  1 21 
21 >1

60.325 
16,795 
60,303 

22
J I

1

82,375 52,694 : 57,553
16.6S1 ■ 32.304 i 46.218
57,725 10 5.547' 80,580

2 ! 1

2 i
NORTH KOREA
NORTH VIETNAM. ( ’> (3 ) ............... ! : I! i

GENERAL IMPORTS

TOTAL.

EASTERN EUROPEAN AREAS. ..
ALBANIA..............................
BULGARIA............................
CZECHOSLOVAKIA...............
EAST GERMANY..................
ESTONIA..............................
HUNGARY.............................
LATVIA.......................... .......
LITHUANIA..........................
POLAND...............................
ROMANIA.............................

COMMUNIST AREAS IN AS IA.'
CHINA, INCLUDING MANCHURIA.. .
OUTER MONGOLIA.............................
NORTH KOREA...................................
NORTH VIETNAM.............................. I

85,142. 102,305 f i l l , 590 ' 182,179 [l79;S14 ‘200,755 jl9 7 .319 j 169, 072

81,459 98,515 1137,493 '178,6S8 177,224 198,429 195,457 ! 163, 429
117 102 1 113 I 1C9 335 ; 243 ; 395 ; 119

1,195 1.177 1 1.665 ! 2.559 2, 81 4:  3,731 1 1,59 3, 1.835
10,369 12.7C6 1 15.741 • 27,695 26.241 ! 23,756 ;  21.063 ' 17,115
3,158 6,635 6,537 i- 8,194 5,647 i .  5,934 i 8.018 | 6.579

■ 6 96 13 1 H3 55 j 67 20 57
1,581 1,693 I 2,092 2,535 I 3,884 1 3,843 ‘ 4,077 ! 4,438

810 , 4 1 8 12 i 1 8 34 i • 16 i 9 16
15 ! 4 : 33 ! 8 , 32 , 5 i 2 (■> .

43,119 ! 54,202 • 65,561 • 82.9S8 i 90,960. , 96.871 ; 97,335 r 71.704
789 ; 1.2*2 1 1.836 I 4.655 ! 6.176 5.553 ! 7,945 | 10. G19

20.330 I 20,160 42,592 , 49.414 1 41,045 I 58.355 i  51.473 : 56, 547
3,653 1 3,763 4,094 1 3,511 i 2, 590 : 2. 325 j 2,362 643

264 477 463 102 181 r ( ')  i 24 I
3,389 j 3,312 3,631 3,409 2,409 2,326 2,33 ! 642

' <0 1 <’> i « 1............... " . I . . . , ..................
1 I l f '

■ Less man ysuu.
1 Figures shown include printed matter under general license and shipments to diplomatic missions cf  friend,y .oreign 

countries.
a Not reported separately.-
NOTE: Exports are shown by area of destination. Imports are credited to the area in which the merchandise was orig ina lly 

produced, not necessarily the area from which purchases and shipments ware mads. General imports represent mer­
chandise entered immediately  upon arriva l into merchandising or consumption channels plus commodities entered into 
bonded customs warehouses lor  storage.

United Stales exports to North  Korea were embargoed July 1950. and those to Communist China. Manchuria, and Outer 
Mongolia were embargoed the following December. On Mar. 1. 1951. general export licenses to Eastern E -rvopean areas 
were revoked and the requirement  oi prior  approval by license was extended to cover all exports to this  area. On July 26, 
1954. exports to North Vietnam were embargoed. Since mid-1954 the policy with respect to exports of nonstrategic goods, 
to Eastern European areas h3s been liberalized Io some extent. In part icular,  a less restr ictive policy with respect to Poland 
has been pursued since August 1957, and with  respect io Romania since July 19G4. On Apr il 25. 1955. a general license 
was established authorizing the export without a validated license of certain commodities to Albania. Bulgaria. Czecho­
slovakia. East Germany. Estonia. Hungary, Latvia. Lithuania. Outer Mongolia. Poland. Romania, an d the U.S.S.R., except 
the Marit ime Province. Pursuant to the Trade Agreements Extension Act ot 1951. benefits of trade agreement t ari ff con­
cessions were withdra wn from the U.S.S.R. and other Eastern European areas anJ an embargo was imposzd on the import 
of certain furs from China and the U.S.S.R.

Controls over imports of Chinese and North Korean merchandise a,-3 exercised by the Treasury Department und er 
Foreign Assest Control Regulalicns issued December 17, 1950. On May 5. 196',. license control of imports from North 
Vietnam was added to these regulations. Under these regulations the imuort ot Chinese goods is prohibited without  license 
by the Treasury Depailment. and it  is contrary to the present policy of that agency to license such imparts except for im ­
ports of Chinese goods for npn-commercial purposes which, ore perm itted by general license. Some items of Chinese origin,  
however, continue to appear in the statistical records of U.S. imports. For example, duty-free merchandise permitted entry 
lo r customs inspection but subsequently rejected when determined to be ol Chinese origin, may be counted in the statis­
tics.  The figures may also include imports licensed te avoid undue hardship to firms and indiv iduals who acquired the 
Chinese merchandise in  goad faith and imports , from third countries, of Chinese p-odnets in which all Chinese in te r- 
es's had ceased by December 17. 1950. In U.S. import statistics, goods cf Chinese origin  are credited to China regard­
less ol the last country from which they were shipped.

S o u rc e : "E x p o rt  C o n tro l" , 9 4 th  Q u a r te r ly  R e p o r t,  4 th  Q u a r te r  .1970 
T a b le  B, U.  S.  D e p a r tm e n t' o t Com merce.
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BA NK  SUPPOR T OF U.S. EXPORTS TO YUGOSLAVIA

Mr. Passman. I  notice we are still extending credit to Yugoslavia under a previous President ial determination. What was the tota l Bank program fo r Yugoslavia last year?
Mr. Kearns. During fiscal year 1970, credits total ing $5.2 million were authorized  in favor of U.S. exports to Yugoslavia. The amount of $11.6 million in medium term guarantees and insurance was also authorized, and shipments under short term insurance policies totaled $346,000.
Mr. P assman. What is the outstanding balance of loans to Yugo­slavia as of last year ?
Mr. Kearns. As of June  30, 1970, Eximbank had $70.3 million in loans outstanding to Yugoslavia.

SALES OF LOANS

Mr. P assman. Y ou indicate you plan to sell loans in fiscal year 1972 for $400 million. Are these sales made with or without recourse ?Mr. Kearns. They can be ei ther with or without recourse bu t are generally sold with recourse.

REQUEST  FOR INC REASE IN  BA NK  CO MMITMEN T AND FRA CTIONA L 
RESERVE AU TH OR ITY

Mr. Passman. Would you please explain what authority  you are requesting to be increased this year and to what  level ?
Mr. Kearns. The bill which the Senate has passed and which is pending before the House authorizes an increase o f the $13.5 billion on overall commitment authority  to $20 billion, and an increase to $10 billion in the $3.5 billion authority  to issue guarantees and insur­ance charged at 25 percent agains t the overall commitment authority .

EX TE NS ION OF THE LIF E OF TH E BA NK

Mr. Passman. If  I  am not mistaken, you are  also asking that the life of the Bank be extended. Wha t length  of time is involved in this extension ?
Mr. Kearns. We are requesting a 3-year extension of the li fe of the 

Bank from the present expiry date of June 30, 1973 to Jun e 30, 1976. This will provide the Bank with a 5-year operating period from the time of the current review by the Congress in connection with the pending legislation. This is consistent with the past actions of Con­gress in providing the Bank with a 5-year life at the time its commit­ment authority  was increased.

REASONS FOR DECREASE IN  ORIG INAL ESTIM ATES OF FISCAL YEAR 1971 NE W 
PROGRAM ACT IVITY

Mr. Passman. I note th at in th is year ’s justification your most recent estimate fo r fiscal year 1971 program activity is quite a bit below th at which you estimated last January.  Last year you estimated tha t pro­gram activity for fiscal year 1971 would be $4,075 million and this year
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you  ree stima te th at  to ta l to be only  $3,203 mil lion . Di d you overe sti ­
ma te yo ur  an tic ipated  new business  l as t year?  Ple ase  t ell us wha t ac­
cou nts  fo r th e lar ge  difference in est imate s fo r the  fiscal ye ar  1971 
program .

Mr. K earns. Th e red uc tio n in  the au thor izat ion levels fo r fiscal 
ye ar  1971 was ce rta in ly  not Ex im ba nk ’s idea . The prog ram ac tiv ity  
was redu ced  by t he  Oflice o f M anage me nt an d Bu dg et  pr esu ma bly  as a 
measure to hold down the  Exp or t- Im po rt  Ban k’s ou tla ys  fo r fiscal 
ye ar  1971 an d fiscal y ea r 1972. T his is an ex ample  of t he pro blem t hat I 
was di scussin g e ar lie r w here al l hough  Congre ss auth ori zes  the Ba nk  to 
do a ce rta in  level of  business, the Office of  Ma nag em ent  an d Bu dg et 
wil l no t pe rm it the Ba nk  to at ta in  those level s because of the im pact 
th is  w’ould h ave  in  th e c ur re nt  an d succeed ing fiscal years in net  bu dget 
out lays.

REASO N FOR DECREASE IN  FIS CA L TEAR  19 7 2 RECEIPTS

Mr. P assman. W ou ld  you  please  ex plain the an tic ipated  decrease 
in  rec eip ts reflected in fiscal ye ar  1972 below fiscal ye ar  1971 ?

Mr. K earns. T he  decrease in rec eip ts in  fiscal year  1972 is because 
ou r asse t sales are finally  ca tch ing  u p wi th  us. Asset sales are merely  
a device of  rec eiv ing  toda y wh at  we would  oth erw ise  rece ive tomor ­
row.  Dur in g fiscal  yea r 1969, fiscal ye ar  1970, and  a lso fiscal y ea r 1971, 
a subs tan tia l am ount of  sales  of  asse ts hav e been req uir ed  of  the E x­
po rt -Im po rt  Ban k in or de r to keep  its  ne t ou tlays  at  the level set by 
the Office of  M anagem ent an d Bu dget.  Most of  the  rece ipt s th at  were 
sold  in  these  fisca l y ears would  have  become du e in f iscal y ear 1972 and 
beyond. T hus, now’ in  1972 and in fu tu re  ye ars  we are  pa ying  th e price  
fo r lower outl ays in  p rior fisca l yea rs.

EX PLAN AT ION OF AU TH OR ITY TO SPEND AGE NCY  DEBT RECEIPTS

Mr.  P assman . W ou ld you prov ide  an  ex pla na tio n of  t he  $225 mil­
lion it em in  the b ud ge t en tit led “ Indefin ite  Aut ho ri ty  to Spend Agency 
De bt Receipts ” ?

Mr.  K earns. “A ut ho rit y to  Spend Agenc y Debt Re ceipt s” is the 
terminolog y inserte d by the Bu reau  of  th e Bu dg et  f or  w ha t we w ould 
otherw ise  hav e call ed “B ud ge t A ut ho ri ty ”, and ref ers to the Ban k’s 
ab ili ty  to fund  its  prog rams by bo rro wi ng  mon ey fro m the pr iv at e 
sec tor  and th en usin g th e pr oceeds  of such b or rowi ng  fo r sa id p urposes.

“B ud ge t A ut ho ri ty ” f or  any  y ea r r ep resent  th e au thor ity , becoming 
available du ring  th at year,  to incu r obligations, and is classified as 
ei ther  defin ite or  in def init e, pe rm anen t o r c ur rent . Ex im ba nk ’s bu dg et  
au thor ity  is ind efinite an d perm anent. Indefin ite  au thor ity  is no t 
sta ted as a specific sum when the au th or ity  is gr an ted,  bu t is de te r­
minable  only  at  some fu tu re  date. Pe rm an en t au th or ity  wil l become 
available wi tho ut fu rther  a ctio n by C ongress . T he refore , t he  f igure of  
$225 millio n rep res ents th e Ban k’s es tim ate  of  ad di tio na l bu dg et  
au th or ity  w hich wou ld be needed  to  cover fiscal ye ar  1972 o bligat ion s. 
However , the exa ct amount,  if  any , wil l no t be de terminable  u nt il  t he  
end of  fiscal ye ar  1972. When the am ount ac tua lly  needed  is de te r­
mined , it  w ill become available to  th e Ba nk  w uthout fu rt her  action  by 
Congress  because of the na tu re  a nd  co nte nt of  E ximba nk ’s le gis lat ion .
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“Authority to Spend Agency Debt Receipts” means tha t the Bank may need to issue to the public its own debt instruments and spend the proceeds of this debt to liquidate its obligations.
Tf at the end of fiscal year 1972 Eximbank should have to (1) pay guarantee and insurance claims equal to its 25 percent reserve, (2) dis- bu rse all of the undisbursed balances of its loan agreements, and (3) repurchase all of its loans sold with recourse, the Bank would then need $225 million additional funds above the amount it would be able to acquire from authorized Treasury borrowings plus the obligated balances of its authority  to spend agency debt receipts.

BRAZILIAN STEEL

Mr. P assman. In an artic le in Business Week on February  13,1971, the M oi ld Bank was accused of tryi ng to make loans to finance the expansion of the Braz ilian steel indus try which had been previously handled bv the Export- Imp ort Bank. It  went on to say tha t a World Bank loan might shut ou t U.S. suppliers . Would you please comment on this article.
Mr. K earns. Firs t, it is important to note t ha t I  was not the source of any information contained in tha t artic le; and second, I would like to say that it is unfortunate  that  the areas of potentia l coopera­tion between Eximbank and the  World Bank cannot gain the greater attention of the press.
At the time the article appeared, there was a proposal under  con­sideration for the so-called “joint financing” by the World Bank and the national  credit agencies of projects in the Brazi lian steel sector. We at Eximbank doubt seriously tha t the “join t financing” technique is either appropria te for our Bank or o f benefit to U.S. ex­porters. In the intervening weeks, however, we believe we have worked out a program of cooperation under which both IBR D and Exim­bank, as well as the Inter-American Development Bank, can assist Brazil in its steel expansion program and U.S. exporters can gain a fai r share of the business.

NEED FOR SHORT TERM EXPORT SUPPORT

M r Passman. Last May you made a report to the House Banking and Currency Committee concerning the possible need to financially support short term exports. Could you tell the committee if anyth ing has been done to implement such a program ?
Mr. Kearns. I  nfortunately, nothing has been done by Eximbank to support with direct loans the Nation's  short term export business— simply because the legislation we seek to make such support possible failed of enactment last December in the House of Representatives. The need is still there, and we are p repared to launch immediately a program of significant magnitude if the legislation passes. We have good evidence that  such a program can be effective in recapturing  a sizable par t of our lost short term business, especially in agricultural  products, chemicals, fertilizers, steel mill products, and the like. We, therefore, are pressing again this year for congressional approval of the bill to remove Eximbank from Federal budget calculations.
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INCREASE IN  PERSONNEL IN  FISCAL YEAR 197 2

Mr. Passman. Y ou plan to add 25 additional people in  fiscal year 
1972. Would you please explain the  need for  this increase and indicate 
what the new positions will be?

Mr. Kearns. These new positions will be distributed  among the 
various offices of the Bank, and although our budget gross positions 
do increase by 25, our end-of-year ceiling will only increase by 15, 
from the 380 budgeted for the end of fiscal year 1971 to 395 at the 
end of fiscal year 1972. We antic ipate tha t the increased activity under 
the Bank's p rogram resulting in expanding workloads will more tha n 
offset the increases realized by increased opera ting efficiencies, thus 
resulting in only a small increase of personnel. Total administrative 
expenses still remain at  only four-tenths  of 1 percent of the to tal loans 
disbursed.

representation allowance

Mr. Passman. Why are you requesting  a $6,000 increase in ente r­
tainment allowances for  fiscal year 1972?

Mr. Kearns. Because of the increases in  activity  of the Bank, in­
creasing contacts with U.S. exporters , commercial bankers, and 
foreign obligors, and increases in travel. The nominal cost of normal 
entertainment commensurate with these activities has also increased. 
In  fiscal year 1970 $11,511 of the $12,000 l imita tion was utilized.

Mr. Passman. You indicate  some of the directors paid for some 
enterta inment expenses ou t of their own pockets. Do you have any 
idea what this amounted to?

Mr. Kearns. Not offhand. I  think I  mentioned during an earlier 
appearance before this committee, this is one of the privileges of the 
job. But I know we have all done i t at times.

E X IM B A N K  SEM IN ARS

Mr. P assman. Why do you find it necessary to conduct seminars 
to inform the U.S. expor ting community of Export- Imp ort Bank 
services? Don’t you feel the Bank’s services are well known to all 
exporters now ?

Mr. K earns. No, we do not. On every hand it is pa inful ly appar ­
ent tha t most people in business and finance have taken little or no 
interest in exports, and Eximbank has trad ition ally  avoided public 
attention. We are reminded constantly tha t knowledge of the role 
Eximbank can play in assuring flexibility and continuity of exports 
is essential to achieve the marketing  effort needed to achieve our ex­
port goals. We, too, must present our case to the interested public. 
Too, Eximbank constantly is changing its programs to meet the ever- 
changing credit demands of the world marketplace, and it is im port ­
ant that the export community keep abreast of those changes.

Our seminar programs have made a g reat contribu tion to intere st­
ing more businesses and banks in sales abroad. We believe they are 
essential to our goal of great ly expanded exports, and we intend  to 
continue the program.
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l’AY COST INC REASE IN  FIS CAL YEAR 19 72

Mr. Passman. Will additional funds be needed in fiscal year 1972 to cover pay increases?
Mr. Kearns. Yes; additional amounts approximating $373,000 will be needed in fiscal year 1972 to cover payroll costs incurred due to the recent pay raise in January.

EF FICI EN CI ES  RESULTING  FROM BA NK  REORGANIZA TION

Mr. P assman. You indicate in the budget tha t a reorganization de­signed to provide increased efficiency will be or has been implemented by the Rank. Would you please explain this reorganization ?Mr. Kf.arns. I  would be most happy to. The reorganization referred  to has been implemented. It  involved a changing of the previously geographically oriented organizational struc ture of the Bank into a functional  organization. This type of organizational structure per­mits simultaneous processing of applications regardless of the geo­graph ic area in which the applications fall into. All aspects of the credi t application or guarantee application  are examined at  one time, thus providing the fastest possible service to the exporter, the foreign obligor, and the U.S. commercial bank. We believe tha t the efficiencies inherent in th is organizational  structure are and will enable the Bank to provide be tter and faster  services to the U.S. exporting community and to handle the rapid ly increasing volume of work witn a lower in­crease in staff than would otherwise be the case.Mr. P assman. Mrs. Reid ?

INC REASE IN  EXPORTS SUPPORTED BY BA NK — FIS CA L YEARS 19  6 9 -7 2

Mrs. Reid. Th ank you, Mr. Chairman. The B ank’s program  activity has increased from $2.9 billion in fiscal year 1969 to an estimated $5.9 billion in fiscal year 1972. Would you give us your comments on th is rate of growth and should we expect it to continue?Mr. Kearns. The rate of growth in the amount of export  sales supported by the Bank in 1970 can be attr ibuted in pa rt to the  adop­tion of our partic ipation financing policy, wherein we require our borrowers to obtain a portion of their needed financing from priva te sources. W ith this policy, we are able to gain leverage with the use of our funds and thus support a greater  volume of export sales.We will not see another 90-percent increase in the sales supported by Eximbank this year, pr incipa lly because the amount o f direc t lend­ing which the Bank can supply in the part icipa tion financing pro­gram has not been materia lly increased over last year. We do anticipate a noteworthy increase, however, and we are predicting still another increase next year if additional cash resources are made avail­able to Eximbank.
Annual increases a re necessary just to keep pace with the normal increase in world trade. What we are seeking are incremental in­creases over normal growth  so tha t we can atta in an export volume adequate for our balance-of-payments needs.
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LOSSES UN DER EXPO RT EX PA NS ION FA CILITY

Mrs. Reid. What has your  loss experience been so far  for financing 
done under the export expansion program ?

Mr. Kearns. Well, of course the program is still rath er new to have 
developed any significant statistic s on losses. Nonetheless, we have 
experienced no losses on export expansion fac ility loans or guarantees 
and we currently have paid net claims of about $293,000 on insurance 
policies issued under the EE F.  This amount was paid mostly for claims 
of exchange delays and we expect to recover much of this amount as 
we usually do in such cases.

financial expense disclosure

Mrs. Reid. In checking the budget appendix section for the Export - 
Imp ort Bank (page 902) under  the program and financing schedule 
there is an item called “Interest on borrowings” and also “Interes t on 
partic ipation certificates and debentures.” Since both of these obvi­
ously represent interest on borrowings would you explain the differ­
ence between the two and why they are shown separately?

Mr. Kearns. The figure shown for interest on borrowings repre ­
sents the interest that  the Exp ort- Imp ort Bank pays to the U.S. 
Treasury.  The item intere st on partic ipation certificates and deben­
tures is the interest  tha t the Exp ort- Imp ort Bank pays on this type 
of debt instrument to provide lenders. These are shown separate ly 
and they provide a fuller disclosure of  the amounts of interes t paid 
by the Exp ort -Impor t Bank on its various types of debt instruments.

EF FECT  OF PROPOSED INC REASE IN  CO MMITMEN T AU TH OR ITY  ON BA NK  
BORROWINGS

Mrs. R eid. What affect will the proposed increase in the statu tory 
ceiling on the Bank’s outstanding loans, guarantees, and insurance 
have on the B ank’s tota l borrowing authority  and authority  to spend 
agency debt receipts ?

Mr. Kearns. The increases will not change the Bank’s statutory 
borrowing authority  wi th the Tre asury; this will remain at $6 billion. 
However̂  the  increases will result  in  increasing the  potential  for the 
Bank to borrow from the p rivate market and use these borrowings to 
finance its  operations. Obviously these borrowings would not be done 
all at once but would be done only as the Bank needs the funds to 
finance its loan programs and only afte r such program levels have 
been approved by the Congress. I t should be borne in mind th at world 
trade increases each year a t an average annual ra te of 14 to 15 percen t; 
hence if  the United* States  and Eximbank are to participate, the in­
creased levels are necessary.

BA NK  LE ND ING AND BORROWIN G RATES

Mrs. Reid. Would  you furnish for the recor d: (1) the curren t int er­
est rate for loans made by the Bank; and (2) a schedule showing the 
source of all borrowings by the Bank and the amount and interest



rate for each source for fiscal years 1969, 1970, ancl 1971 through 
March 31.

Mr. Kearns. The Bank's  current lending rate  is 6 percent.
1 will be pleased to place in the record a schedule showing the vari ­

ous types of borrowings and thei r respective balances as of June 30, 
1969, June  30,1970, and borrowings this  fiscal year through March 31, 
1971.

(The information follows:)
EXPORT-IMPORT BANK OF THE UNITED STATES, SCHEDULE OF BORROWINGS OUTSTANDING 

(Dolla r amounts in mi llions of dollars]

Interest rate

U.S. Treasury:
2’ -g perc en t'.................................
3 perc ent. ...................................
3 H  pe rc en t'.................................
3%  perc en t'.................................
4% pe rc en t'.................................
5*/g p ercent1.................................
5’4 pe rc en t'.................................
5% pe rc en t'...........................
6 percent.......................................
6 '^  percen t...................................
6>8 percen t...................................
6*4 percent...................................
63

4 percen t...................................
7% percent...................................
7i-g percent...................................

Tota l Treasury..........................

Par ticip ation certificates:
4 percent.......................................
4J4 perc ent. ................................
4J^  percent...................................
4$g percent...................................
5 pe rcent.......................................
5' Jo  pe rcen t. ..............................
5Vg percent ...................................
5;’ g p e rce n t. .. ............................

percen t...................................
57/g percen t...................................
6>< percen t...................................
654  percen t...................................

Tota l participation certifi cates.
Debentures: 6 ^ 0  perc ent................
Short- term  discount notes: 5.765 ’ . . .

Short -te rm notes:
6 percen t.......................................
5J/g percent...................................

Tota l shor t-term notes............

Total borrowing outstanding..

June 30,1969 June 30, 1970 Mar. 31, 1971

$12.8 $11.0 $9 1
451. 0 451.0 27 8
44. 0 44 0 0
0 0 30 4
0 0 150 2

15.3 6.0 0
3.2 4.7 1. 8

85.5 64.0 32 9
.2 .2 0
. 1 0 0

108.1 108.1 0
0 125.0 0
0 408.9 0
0 281.9 0
0 81.6 0

720. 2 1, 586. 4 252.2

.5 0 0

.1 0 ( 2)
1.1 .5 4

250.0 (2) (2)
395.6 391. 5 137' 8
250.0 250.0 250. 0
150.0 150.0 150. 0
175.0 175.0 175. 0
56. 6 21.7 12. 3
5.0 0 . 0

30. 0 4.1 1. 7
500. 0 500.0 500.0

1,813.9 1,492.8 1,227 2
400 .0 400.0 400 0
258.1 0 0

0 0 1, 000. 0
0 0 ' 500. 0

0 0 1, 500. 0

3,192.2 3, 479.2 3,379.4

' Al l borrowings at lower than regular mon thly  Treasury rates were made to offset  special national inte rest loans, net 
normal Eximbank lending.

2 Less than 50,000,
2 Average cost of cumulative sales-bond equivalent basis.

CHANGES AND INN OV AT IONS  IN  BA NK  PROGRAMS IN  FU TU RE

Mrs. R eid. Do you expect any major changes in programs or serv­
ices offered by the Bank in the years ahead ?

Mr. Kearns. Yes, several. Fir st, if the legislation removing Exim­
bank from computations of the budget is approved by the Congress, 
we can anticipate  the  initia tion of programs to increase substantially 
the support of exports moving on short-te rm financing. Second, we 
believe we have reached an agreement with the Foreign Credit In-
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surance Association which should lead to majo r improvements in the 
export credit insurance held. Thi rd, we have just  part icipa ted in the 
launching of PEFCO, the Private Expor t Funding  Corporation, 
which promises, with Eximbank support, to provide new dimensions 
to export financing.

The world marketplace is anyth ing but static. New markets  con­
stant ly are developing, and the buying habits  in the tradi tional 
markets are changing. The U.S. export “mix” is shif ting  to greater 
sales abroad of the high-technology capital goods which require 
credit terms. At the same time, we see ways of expanding our sales 
abroad of basic commodities. The world liquidi ty situation changes 
almost monthly to reflect the differing conditions in the different 
countries at different times. We therefore believe tha t Eximbank 
should be anyth ing but static. We believe strongly  we must con- 
tinuingly tailo r our programs to the internationa l marketplace and 
the needs of our exporters. This is cer tain to mean major changes as 
we go along.

EXIMBANK  COMPETITIVE POSITION

Mrs. Reid. Are there any examples of transac tions where other 
countries have been able to offer financing which was be tter in terms 
than the United States  could offer through the Exp ort- Imp ort Bank ?

Mr. Kearns. Yes, but in longer term financing we have found 
usually tha t in such instances the other countries were offering better 
terms by combining development assistance, or AID type, financing 
along with normal export financing; the French call i t “credit mixe.” 
Other countries, too, use this  technique. On balance, however, we be­
lieve Eximbank terms for those transac tions requiring medium-term 
financing are  reasonably competitive with those offered by the Exim­
bank type institut ions in the other countries. In  the short-term field 
our facilities are totally  inadequate. We hope to rectify this situation  
if we are removed f rom the budget and can look with assurance of 
fund ing the credit volume authorized by the Congress.

FISCAL YEAR 197 2 ESTIMATED NET  INCOME

Mrs. Reid. I unders tand tha t the  Ex por t-Im por t Bank is one of the 
few agencies of the  Government which actually returns money to the 
U.S. Treasury each year. How much surplus do you an ticipa te having 
in fiscal year 1972?

Air. Kearns. In fiscal year 1972 we estimate tha t our net income will 
be at least $117.4 million. Aft er a payment of an estimated $50 billion 
in dividends to the U.S. Treasury the budge t estimates for retained 
earnings for June  30,1972, are $1.4 billion.

POSITION OF BANK ON ANN UAL  BUDGET REVIEWS

Airs. Reid. AATiat is the Bank ’s position regarding  these annual legis­
lative budget reviews and the process for appropria tion?

Air. K earns. The Exp ort- Import Bank feels that  i t is desirable and 
necessary that an annual legislative budget review be conducted by the 
Office of Alanagement and Budget and the Congress as i t has been in 
the past. In fact, in the legislation which is now pending before the 
House and which has passed the Senate there is a specific provision for
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tran sm itt in g an nu all y to  the  Con gress a bu dg et  fo r prog ram  ac tiv ity  
and fo r admi nis tra tiv e expenses o f the  B ank. Th e Ba nk  s up po rts  th is 
leg isla tion . We  believe th at  it  is in the bes t in terest of  the  U.S. Gov­
ern me nt,  the  U.S . Congress, an d the general  publi c th at  the  Ban k’s 
act ivi ties be fu lly  disc losed to the  Am eri can people  an d th at  it ’s ac­
tiv iti es  be su bject to annual congressio nal  revie w. Al l ac tiv itie s sho uld  
be fu lly  jus tified to the  s ati sfa cti on  o f t he  A pp ro pr ia tio ns  Comm ittee .

BANK SUPPORT OF AGRICULTURAL EXPORTS

Mrs . Reid. Las t ye ar ’s tes tim ony show ed th at  increased  empha sis  
was being placed  on effo rts to su pp or t expo rts  of  ag ricu ltu ra l com­
mod ities . Are these effo rts conti nu ing  an d how successfu l have you 
been so fa r?

Mr. K earns. We are  c on tin uin g ou r e fforts to  s up po rt U.S . ag ric ul ­
tu ra l exp ort s. As I men tion ed ea rlier,  we h ave an officer of the Bank, 
a vice pre sid ent, who has an exte nsiv e b ackin g in ag ricu ltu ra l exports  
di recti ng  ou r efforts in th is  field. I  can give you  seve ral specif ic ex­
amples  in your  St ate of  Ill ino is.  In  a rec ent  prog ram of vi sit ing six 
dif ferent  locatio ns in the State , a team  fro m Ex im ba nk  prese nte d in- 
de pth sem inars on the  new and str en gth en ed  p rogram s of Ex im bank . 
Recog niz ing  th at  Ill inoi s is the No. 1 ex po rt ag ricu ltu ra l prod uc t 
St ate in the Un ite d State s, the team vis ite d the he ad qu ar ters  of  the 
Ill inoi s Agr icul tu ra l Associatio n and expla ined  t he  Ban k’s p rogram s 
re la tin g to  ag ric ul tu re  to the  b oard of  di rec tor s of  th at  org aniza tio n.

Sh or tly  therea fter , a nd  as a re sult of  th at  me etin g, a  de legation fr om  
the Ill inoi s fa rm  prod uc t exports , vis ited th e Ba nk  in W ashing ton to  
discuss, in de tai l, fina ncing fo r hog exports . We an tic ipate encoura g­
ing  such contact wi th ag ricu ltu ra l ex po rt in ter es ts in oth er Sta tes .

As to wha t has  been done,  the  r evised  dis count loa n prog ram in tro­
duced in Ju ly  1969, has gr ea tly  assi sted  gr ain exporte rs and th ei r 
bank s. In  fiscal year  1970, 48 such  loans were au tho riz ed  fo r ag ric ul ­
tu ra l tra nsac tio ns , fo r an aggre ga te value of  $110.7 mil lion . Th is was 
near ly  20 pe rce nt  of all disc oun t loans au tho riz ed  in th at  per iod .

Un de r the  pr og ram, d iscoun t lo ans  to  commercial ban ks hav e u nd er ­
pin ned for eig n sales of  corn, wheat , gr ain sor ghum , cot ton , barley, 
tobacco, and  sheepskins.  Overseas cus tom ers  have been  lo cated in Be l­
gium, Ho lla nd , Sw itz erl and, It al y,  Uni ted Ki ngdom,  Fr an ce , W est 
Germany , the Ph ili pp ines , Ta iwan , Hon g Ko ng , Ja pan , Singapore , 
and Korea .

Ex im ba nk ’s dir ect  lo ans  to overseas cu stomers have finan ced ag ric ul ­
tu ra l pro ducts  every ye ar  fo r the pa st two  decades. Most of th is  b usi­
ness has  been in cot ton  and livestock, bu t othe r prod uc ts hav e been 
assi sted  as well.

Fu rth ermor e,  the  Ex im ba nk  gu ara ntee  prog ram is avail able un de r 
high ly  at trac tiv e con dit ions fo r fa rm  prod uc t exports . In  fiscal ye ar  
1970 for eig n sales  of cott on to such  m ark ets  as  T aiw an  a nd  K orea  a nd  
shipm ents of  lives tock  to Mexico enjoye d th is  Ex im ba nk  coverage.  
Over the  years  Ex im ba nk  guara nte es  hav e supp or ted a va rie ty  of  
fa rm  commod ities , inclu ding  w heat , corn, soybeans , and po ul try .

Th e e xp or t c redi t i nsu ran ce program  co ndu cted since 1962 by E xim­
bank  a nd  the Fo re ign Cr ed it Insurance Assoc iation,  w hich is a g roup  
of  50 major  ins ura nce companies, has been heavily  ut ilized by ship -
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pers of agricultural commodities. A number of companies have built  
up thei r overseas sales substantially under  the program. Exp ort  in­
surance policies, issued directly to exporters, cover both commercial 
and political risks on credits extended to foreign buyers. Most of the 
insurance policies issued on farm products have covered sales of cotton 
and grains, though shipments of livestock, rice, soybeans, poultry, and 
poult ry feed have also enjoyed these benefits.

Mr. Passman. ISIr. Riegle ?

JA PA N AND  GERMANY AS WORLD TRADERS

Mr. Riegle. Thank you, Mr. Chairman. Why is it  t ha t J apan  and 
Germany have been able to capture  a sizable share of the world market 
for goods and services since World War  I I ? W hat a re they doing that 
we should be doing?

Mr. Kearns. Both Jap an  and Germany were m ajor interna tional  
traders before World Wa r II . Immediately following World W ar II , 
the United  States  became the almost singular source of supply in 
world trad e; and Germany and Jap an and other of the European na­
tions devoted thei r significant energies to reconstruction. In  the late 
fifties, however, both countries had rebuilt their industrial strength 
and undertook to regain the ir trad itional positions in world trade. 
Now, of course, they again  are major compet itors in the world marke t­
place with the United States.

The United States is still the world's largest exporter, but ou r share 
of the market has declined steadily for the past 20 years. Jap an  and, 
to a slightly lesser degree, Germany must t rade  or die. Faced wi th that 
choice it is only natural the country  would pursue its trad e vigorously. 
U.S. traders, on the other hand, can gain considerable profit and satis ­
faction from our large domestic market; and most do not feel the 
necessity to pursue interna tional  trade in the same way as their  for ­
eign counterparts. We believe it im portant to change th is att itude,  and 
expor t promotion has become the principal  goal of  Eximbank.

Our research convinces us that financing is a key factor. Assurance 
of payments for products or services is a strong  motivating  force for 
U.S. business, and increasingly the ability  to provide competitive 
financing brings the  overseas market into clear understandable focus— 
understood and desirable.

U. S.  PO SIT ION IN  WORLD EXPORT  MA RKET

Mr. R iegle. Are we being priced out of the world market ? Has there 
been a general deterioration in our world export position as a result 
of high taxes, high labor cost an d/o r high  interest rates?

Mr. Kearns. For the past 13 years at least we have heard tha t the 
I ’nited States is p ricing  itse lf out of the market. Of course, our prices 
have gone up, up too rapidly, over this  period. But at the same time, 
practical ly all countries with which we compete internationally  also 
have experienced inflation, and their prices, too, have been rising. The 
most important thing to remember, though, in this context is that 
goods and services do not move on price alone. Good constant market ­
ing is a key sales factor. Bette r quality often is the  key sales factor. 
And there are the factors of availab ility, warran ties, part s policies,
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after-sale  servicing and, important ly, financing. I t is this latt er factor 
which is becoming increasingly crucial to making the sale, and it is this 
factor tha t Eximbank constantly is improving its capabilities to 
suppor t.

Our position in the world market has de teriorated, statistically. The 
rebuilding of our competitors has led more di rectly to this statistical  
deterioration, however, than  have the rising prices in our country. 
Furthermore, I would predict tha t we now can hold our statistical 
share of world purchases, if indeed we cannot begin to increase our 
share of world trade substantially.

Confidence in the rewards of extra sales can do much to insure a 
constant and effective effort to show the world the wide range of prod­
ucts, materials, and services available from our country. Financ ing is 
the key to accomplish this necessary goal for price fades in impor­
tance when the “ability  to buy” takes over.

IMPORTANCE OF FAVORABLE U. S.  PA YM EN TS  BALANCE

Mr. R iegle. There has been some discussion about  the United States 
taking a passive a ttitude toward  its balance-of-payments deficit be­
cause of its dominant world trade  position and the use of the dolla r as 
a reserve currency. I)o you agree with this policy of “benign neglect?”

Mr. K earns. I  do not agree, nor do the  central bankers of  our t rad­
ing partners, the world financial community and the grea t ma jority 
of responsible economists. It  is precisely because the dollar is tlie r e­
serve currency that  we must work to assure its integrity, and that in­
tegri ty cannot be assured if we continue to spend billions more abroad 
than we take in, p rincipally through exports. It  is precisely fo r tha t 
reason that we must take all the positive steps a t ou r command to in­
crease exports, and certainly one of the most positive steps we can 
take in that regard is a greatly improved mechanism, the Exp ort -Im­
port  Bank, to assist in financing a rapid export expansion.

PR IN CI PA L RESTRICTIO N HA MPE RING  BA NK  SUPPO RT OF INCR EASED EXPORTS

Mr. Riegle. Does the Bank ever find itself in a position where its 
actions are hampered by t rade  legislation or commerce restr iction of 
any kind?

Mr. K earns. The greates t thorn in the side of progress as far as the 
Bank is concerned is its inclusion in the unified budget. Banks of any 
sort cannot operate effectively or intelligent ly if restricted by a 
cash-in, cash-out accounting system, and the Exp ort- Import Bank 
simply cannot provide the Nation’s exporters with the flexibility and 
continui ty they need under the unified budget concept. That  is why we 
are working so hard to obtain enactment of the legislation currently 
pending in the Congress which would remove the Bank from compu­
tations  of the budget. The unified budget hampers most the ability of 
the Bank to do its job well.

Expor ters, on the other hand, are faced with restrictions at home 
and abroad which hamper thei r activities. Tax treatment inequities 
raise major problems for  exporters. Excessive documentation required 
by governments and shippers  also hampers exporters in their abi lity to



sell overseas. Foreign import restrictions, too, often work against the 
U.S. exporter. Eximbank, however, is hampered principally by its 
inclusion in the unified budget.

B A N K  FIN A N C IN G  OF  M IL IT A R Y  EX PO RT S

Mr. R iegle. There has been a sizable volume of your business given 
over to defense material financing. What is your policy reg arding the 
financing of defense-related items and wouldn't it be preferab le to 
leave this to the Defense Department ?

Mr. Kearns. Actually, the volume of Eximbank financing of mili­
tary exports has decreased both in size and proportion to total lending 
over the last several years. Here are the figures:

Milita ry/ total,
Total loans Mi lita ry loans (pe rcent)

Fiscal year— 
1966___.
1967..  . .
1968.. . . .
1969.. ..
197 0.. . .

$1,095
2,444
2,264
1,110
1,625

$498
898
825
225
286

45.5 
36.7 
36.4  
20.3
17.6

Our policy is tha t we will finance a minimal amount of military 
exports to developed countries when it is determined afte r consulta­
tion with the Departments of State, Treasury, and Defense tha t it is in the national interest to do so.

I would not argue strenuously tha t Eximbank should get out of the 
military export business altogether, since a mil itary  export is as bene­
ficial to our country's economy as a nonmilitary export; and Exim ­
bank probably is in a key position to encourage greater partic ipation 
by the Nation's commercial banks in military export financing. But 
certainly the major role in this business should be played by the De­
partm ent of Defense, where superior knowledge of the product and overseas customer prevails.

Mr. Passman. M hen we return to the committee we are going to 
yield to you for all the time that you need.

Mr. Roybal. Thank you, Mr. (ha irm an, but I don't need any.
Mr. ( xalifianakis. I have anot her subcommittee meeting.
Mr. Passman. Are you finished ?
Mr. Roybal. Yes, and you convinced me.
Mr. P assman. It  is a good operation,  and not only makes money for 

the American manufacturer but makes a lot of money for the 
Treasury .

Ladies and gentlemen, tha t concludes the fiscal year 1972 hearing 
on the program of the Export- Import Bank of the United States. 
Thank you very much. The committee will adjourn.
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OVERSEAS PRIV ATE INVEST MENT CORPO RATION

W IT N E SSE S

BRADFO RD M IL LS, P R E S ID E N T
C ECIL  H U N T, D EPU TY  G EN E R A L  CO UN SE L
JO H N  C. L. DO NA LD SO N,  A CTIN G  M A N A G ER , P U B L IC  A F F A IR S  
P E T E R  A.  DIC KERSO N, SE N IO R  PR OG RAM  O F F IC E R

PROGRAM AND FINANCING (IN THOUSANDS OF DOLLARS)

1970 1971 1972
actual estimate estimate

Program by act ivities:
Operating costs funded :

1. General admin istrative expenses______________    3,103 3,902
2. Investment encouragement fund (inv estment survey cos ts ). ...........................  500 750
3. Insurance and guaranty  program:

(a) Insurance reserves (cla ims paid)............................................................. 6,000 10,000
(b ) Guaranty reserves (claims pa id)............................................................... 5,600 6,600

Total opera ting costs.............................................................................. 15,203 21,252

Ca pit al outlay, funded:
1. Direct  inves tment  fund (loans)................................................................................  3,000 12,000
2. Fixed assets and equipment..................................................................................... 60 10

Total capita l outlay. 3,060 12,010

Total program costs, funded. 
Change in  selected resources* 1 2 3................

18,263 
63,971

33, 262 
42, 600

Total oblig ations......................................................................................
Financing:

Receipts and reimbursements from:
Federal funds :

Inte rest revenue from U.S. Treasury securit ies......................
Cooley loan adm inis trat ion (reim burse me nts ).......................

Mon-Federal funds:
Loan program: Intere st in com e.. ............................................
Insurance program (fees and prem ium s)...............................
Guaranty program (fees and premiums).................................
Sale or acquired assets..............................................................

Unobligated balance available, sta rt of year:
Drawing account w ith  Treasury........................................................
U.S. secur ities (par )...........................................................................

Unobligated balance t rans ferred from other accounts:
(Fore ign Investment Guaranty F u n d ). ...........................................
(A. I.D . development loan f unds).....................................................

Unobligated balance available, end of  year:
Drawing account wi th Treasury........................................................
U.S. securities (p ar )......................................................................... .

Budget authorit y (appropr iat ion ).................................................
Dis tributio n of budget author ity by account: Insurance and guaranty 

reserve account........................................................- ...................................

................. 82,234 75,862

-5 2 1  -1 ,9 5 0  -2 ,6 0 0
..................  -4 2 5  -4 2 5

..........................................  -6 95
........................ -2 8 ,1 58  -3 1 ,0 00
................. -2 ,4 5 5  -4 ,3 0 0

-4 0 0  -4 0 0

........................ -5 7 ,3 7 0  -8 3 ,8 17

.................. -3 0 ,7 50  -4 5 ,0 00

-3 0 ,0 99  -5 0 ,7 93  ...........................
-2 0 ,0 0 0  -2 0 ,0 0 0  -2 0 ,0 00

Relation of obliga tions to outlays:
Obligations incurred, net........................................................... ..
Obligated balance, s tar t of year ....................................................
Obligated balance t ransferred,  net........ .......................................
Obligated balance, end of  year.............................. .......................

Outlays.........................................................................................
Dis tributio n of outlays by account:

Insurance and guarantee reserve account...................................
Overseas Private Investm ent Corporation—Operating account.

57,370 83,817 77,375
30,750 45,000 60,000

37, 500 18,750 25,000

37, 500 18,750 25, 000

-5 2 1 48,846
261

36,442 
74,721

11,323 . . .
-2 6 1 -7 4,7 21 -1 18 ,8 76

-7 8 2  -1 4 ,2 91  -7 ,7 1 3

......... 11,600 16,600
-7 8 2  -2 5 ,8 91  -2 4 ,3 13

i  Balances of selected resources are identif ied  on the statement of financia l condition.



OBJECT CLASSIFICATION (IN  THOUSANDS OF DOLLARS)

1971 1972
1970 actual estim ate estim ate

Personnel com pensation:
Permanent pos itions................................
Positions other than perm anent.............
Other personnel compensation...............
Special personal service paym en ts.__

To ta l.......................................................
Personnel bene fits : Civ ilian employees. 
Travel and transporta tion  o f p er so ns ..  
Rent, com munications, and u ti li ti e s .. ..
Pr inti ng and r eprod uction .......................
Otherse rv ice s. ..... ...................................
Supplies and mate i ials ............................
Equ ipment .................................................
I nvestments and loans............................
Grants, subsidies, and c ontr ib u tions. ..  
Insurance cla ims and ind em nit ies .........

Total, costs funde d...............................
Change in selected resources.................

1,820
66

0
38 . . . .

2,2 50
89
10

1,933 2,349
155 188
150 180
275 330
50 50

500 750
40 55
60 10

3,000 12, 000
500 750

11,600 16,600

18,263 33,262
63,971 42,600

Tota l obl igations. 82,234 75,862

PERSONNEL SUMMARY

Total  number o f pe rmanen t p os iti on s. ........................................... ...........................................
Fu ll- tim e equivalent  of other posi tions........................................................................................
Average number of al l employees.................................................................................................
Average GS grade.............................................................................................................. ..............
Average GSsa lary ............................................................................................................................
Average grade, grades  establ ished by the President,  Overseas Priva te

Investm ent  Corporat ion (83 Stat . 805) ............................................................................... ..
Average sala ry, sala ries estab lished  by the  Pres ident , Overseas Priv ate

Investm ent  Corporat ion (83 Stat.  805) .....................................................................................

130 140
5 6

110 135
9.7 9.9

$14,333 $15 ,514

15.5 15.5

$25,902 $26,135

Mr. Passman. The committee will come to order.
We shall examine this afternoon the budget request for the Over­

seas Private Investment Corp, in the amount of $25 million. We have 
as witnesses Mr. Bradford Mills, president, Cecil Hun t, deputy gen­
eral counsel, John C. L. Donaldson, acting  manager, public affairs, and 
Peter A. Dickerson, senior program officer.

I assume, Mr. Mills, you have a statement you would like to make 
to the committee ?

General Statement

Mr. Mills. Yes, I do, Mr. Chairman. Mr. Chairman and members of 
the committee: I  am pleased to have this opportuni ty to give the first 
repo rt on the operations  of the Overseas Private Investment Corp. 
(O PIC) . Although the officers and directors were sworn in jus t 3 
months ago, I  also am repo rting  on the operations of its programs 
as they were administered under AID before the Corporation was 
activated on Jan uary 19,1971.

Our only appropriation  request for the coming fiscal year is fo r $25 
million to augment the Corporation’s reserves agains t claims.

As you know, the Corporation’s legislative mandate  is to promote, 
insure, guarantee, and to a limited extent part icipate in financing U.S.
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priva te investment in friend ly less-developed countries. Our basic 
purpose is to encourage p rivate enterprise growth in the developing 
countries by reducing the disadvantages  of U.S. priva te investment 
there, as compared with investment in advanced countries, and by 
selectively encouraging those types of U.S. business investment which 
contribu te to the mutual interest s of the less-developed countries and 
the United States.

To achieve this basic purpose, we are  guided by two major criteria.  
The first is to assist only those financially sound investments which are 
welcome in, and beneficial to, host countries. The second is to conduct 
OP IC ’s investment incentives on a business-like basis so that our fi­
nancing programs will be financially self -sustaining, and our poli tical 
risk insurance will be governed by prudent risk-management.

Based on the indications  of these first 3 months, I  believe our opera­
tions are  proceeding in accordance with those guidelines and with the 
inten t of Congress in char tering the Corporation.

FIS CA L YEAR  1971 OPERATIONS

The attached tables and justifications submitted to the Committee 
explain in detail the Corporation’s fiscal year 1970-72 operations and 
admin istrative statistics, actual and estimated.

During  the  cu rrent fiscal year ending June 30, 1971, we estimate a 
total gross income (prim arily  from fees charged investors for in­
surance and guaranties) of $29.1 million and expenses of $2.9 million, 
resul ting in net earnings of $26.2 million, available for claims. As of 
March 31, the figures were $22.7 million earned agains t expenses of 
$2.5 million.

By June  30, we estimate tha t we will have written  investment in­
surance this fiscal ear of $1.2 billion, and issued financial guaranties 
total ing $20 million. We expect to begin making commitments from 
our Direct Investment Fun d late  in this fiscal year amounting to about 
$5 million. Local currency (Cooley) loans will tota l about $16 million. 
We will commit an estimated $325,000 in pre-investment assistance 
(out of the Corporation’s earnin gs).

opic liabilities  and exposure

The tota l insurance portfolio written  since the beginning of the 
political risk program more than 20 years ago, and in effect as of 
December 31,1970, was as follow s:

For  expropriation, $2.5 billion under current coverage with  insured 
investors having the standby option to increase th is coverage by the 
amount of actual investments up to an additional $1.3 billion.

For war and  insurrection, $2.1 billion of  current ly maintained cov­
erage with options to increase this by up to $1.1 biliion.

For convertib ility, $700 million with insured investors’ options to 
increase it by up to $3 billion.

The cumulative tota l of  financial guarant ies (including commercial 
risk coverage) is $169 million.

Local currency (Cooley Fund) loans outstanding  total  225, the 
dollar-equivalent amount of which is $154 million.
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Some 347 50-50 investment surveys have resulted in 52 projects 
involving a tota l planned investment of $104 million, and OP IC has 
outstanding commitments of $280,000 for our contract with  the pr i­
vate, nonprof it Agribusiness Council for preinvestment assistance 
primarily  in food marketing, distribution,  and storage.

In determining the Corporation’s liabilities, it would be misleading 
to total the curren t or curren t plus standby coverages to arrive at a 
total exposure. I t is highly improbable tha t claims agains t all three 
of the  specific pol itical risks would be trigge red at once, or that such 
events would affect all investors in all countries in which the in­
sured investments were made. Moreover, widely varying factual cir­
cumstances would determine the extent of the actual liabil ity of the 
Corporation under  each contract.

The predecessor management of the insurance program estimated 
the maximum contingent liabilities of  the portfolio  at about $3.5 bil­
lion. To set an absolute maximum, we are now writing  fixed contin­
gent liabili ty limits into each new insurance contract.

RESERVES AGAIN ST CLAIM S

OPIC reserves curren tly consist of $70 million for political risk 
insurance, $70 million for financial gua ranties , and $14 million as yet 
unallocated by the Board  of Directors. To these reserves, the Board  
will be able to add some $33 million of corporate  earnings in fiscal 
year 1972.

The Congress has recognized in recent years that a substantial  ready 
reserve is required to assure investors, particularly smaller investors, 
tha t payment of their  claims would not be delayed while awai ting ap­
propriat ions. Eighty-six  percent of the Corporation’s insurance con­
tracts  issued last year covered investments of less than $5 million each. 
The directors and management of the Co rpora tion wish to increase its 
reserves so as to maintain assurance of prompt payment, except in 
cases involving unpredic tably large losses. The reserve agains t out­
standing financial guaranties must, as m atter  of law, equal 25 percent 
of currently outstanding guaranties. In  the early years of our o pera­
tions, earnings will not be sufficient to meet these two needs for growth 
in the Corporation’s reserves. Consequently, the administration has 
requested that  the Congress app ropr iate an additional $25 million this 
year to augment the existing and potent ial earned reserves of the 
Corporation.

CLA IMS

Fo r the first 9 months of fiscal year 1971 OPIC has paid claims 
amounting  to approximately $118,000, and had claim recoveries of 
$49,000, amounting to a net payment of $69,000. We estimate total  
insurance and guaranty  claims in fiscal year 1971 will amount to 
$798,000, so tha t the net payment bv the Corpora tion will be about 
$749,000. Pending c laims totaling approx imately $3 million are now 
being processed. We are faced with other potential claims in certain  
countries which have not yet materialized, nor do we know yet how 
many will. I would be pleased to discuss part icular country situa ­
tions w ith the  committee on a classified basis because of their sensitive 
nature.
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OPIC CAP ITAL

Orig inal ly  an ap pr op riat ion reques t fo r $20 mi llio n fo r O PIC  
ca pi ta l w as inc luded in the cu rre nt  fiscal ye ar  bu dget.  A fter  re vie wing  
the immedia te need fo r addit ion al loan funds, o ne of the f irs t decis ions  
I  m ade  as p resid en t w as t o de fer t hat  request. Th e Co rporat ion’s capi ­
ta l—c ur rent ly  $40 mi llio n—is  in ten ded to  be used  as a di rect  inv est ­
me nt fu nd  to mak e loans di rec tly  t o borrowers,  as disti ng uis he d fro m 
loa n g ua rant ies w hich  enable new busines ses i n d eve lop ing  cou ntr ies  to  
borrow fro m U.S . pr ivate lon g-t erm  lender's.  No loans have ye t been 
made fro m the  capit al fund  and I believe i t m akes sense to  de fe r a sking  
fo r ad di tio na l funds un til  subs tan tia l com mitment s hav e been  made.

FISCAL YEAR 3 9 72 OPE RAT IONS

Insura nce .— In  the  com ing fiscal year,  we exp ect  to  wr ite  ap pr ox i­
ma tel y com par abl e amounts  o f politi ca l ris k insura nce t o tho se issued 
in fiscal year  1971; th at  is, abo ut $550 mi llion  fo r inconv er tib ili ty,  
$850 mil lion  ag ain st ex prop ria tio n,  an d $850 mi llio n cov ering wa r, 
rev olu tion or  ins urrec tio n, to ta lin g about $850 mi llio n in maxim um  
contingent liabil ity .

Fin ancin g.— I exp ect  the amo unt o f invest me nt financ ing  to increase 
subs tan tia lly  over th e next  fiscal y ear . T hi s y ea r’s figure—an e stima ted  
$20 mil lion —is down from  $96 mil lion i n fiscal yea r 1970 because of  the  
delay in es tab lishin g O PIC , tigh t money, and low er business volumes  
in  the  Un ite d Sta tes . We  now are  cons ide rin g ap pli ca tio ns  fo r p ri ­
va te finan cial  gu aran tie s to ta lin g about $120 m illion. We  are  act ive ly 
rev iew ing  13 poten tia l pro jec ts fo r w hich loan s fro m the di rect  inv est ­
me nt fund  ma y be ap plicab le.  Dur in g fiscal ye ar  1972, we may com iqit  
abo ut $30 mi llio n fro m th is  fund , al thou gh  the pend ing  po ten tia l 
proje cts  to tal  consider ably more th an  th is  amoun t.

An y est imates of di rect  and gu aran ty  financin g in fiscal year  1972 
may prove to be wid e of the ma rk,  because th e pend ing projec ts are  
lar ge ly in the  ea rly  stages  o f discussions. A l ong leadtime  is req uir ed  
to  deve lop succe ssful  pro jec ts,  due to the  comp lex ity  of es tab lishin g 
new en ter pri ses in LD C’s, our req uir em ent th a t pro jec ts be sou ndly 
financ ially conceived,  and  th e need  fo r po ten tia l marke ts an d pr ice s of  
goods to be ca ref ull y research ed. The am ount of  fina ncial gu aran tie s 
and loan s wi ll fluctuate  fr om  y ear to year .

Pr e- In ve stmen t Ass ista nce .— For fiscal ye ar  1972, O PIC  has bu d­
geted $750,000 f or  p re- inv est me nt assi stance. Th is is a sli gh t increase 
ove r the  c ur rent  y ear, alt hough less th an  or ig inal ly  planned. Exper i­
ence suggests th at  th is  budgeted amoun t rep res en ts a pr ud en t use 
of  ou r fun ds.  I  believe th at  t he  requ ested level wil l pe rm it the neces­
sa ry  flexib ilit y fo r us  to exper iment  wi th new  technique s and  ap ­
pro aches as we are  d ire cte d to do by the O PIC  enablin g leg islation. 

AD MINIS TRATIVE  BUDGET

The costs of  manag ing the  Co rporati on  are who lly fund ed  fro m 
earnings. The fiscal ye ar  1970 and fiscal ye ar  1971 ad min ist ra tiv e 
costs ($1.4 mi llio n an d $2.6 mi llion, respectively)  are  un de rst ated  
because un til  Ja nuar y  of  t hi s ye ar  the  pr og rams wer e op erated  as an
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integ ral part of AID , and certain administrative costs were merged 
in A ID accounts. These items include some personnel costs and bene­
fits, occupancy costs, communications services, audi ting, and account­
ing. To administer its increasing program volumes the  Corporation 
has been recrui ting within the staffing plans presented to the Con­
gress. The increase in personnel costs in fiscal year 1971 reflects hir ing 
approximately 20 people (we have 120 on board as of March 31—well 
within the projected limits) many of whom are working on both port ­
folio management and new business.

Othe r expenses increased primarily because of the admin istrative 
costs of the small-loan community credit  guaranty  program. Also 
included in the “other” category are contracts with an independent 
public accounting firm to assist in our evaluation  of potent ial insurance 
claims, with a research firm to provide advice on risk management, 
and for other services (consultants and legal services).

We propose an administrative budget of $3.G million  fo r fiscal year 
1972, or about 10 percent of our estimated gross income.

We expect we will have to recrui t an additional 15 persons pr i­
marily  to handle our business portfolio more effectively. This accounts 
for the increase in personnel costs for  both fiscal years 1971 and 1972. 
As with any small agency, the personnel costs of OPIC represen t a 
large portion (about 70 percent) of the total administrative  budget.

The increase in personnel and travel  costs reflects the fact  tha t 
the Corporation must monitor  project  problems and solve them by 
sending its insurance or finance officers and  claims specialists to the 
field. Since O PIC  does not have offices overseas, and since AID  over­
seas staffs are being reduced, this increase in travel is prud ent to 
protect the Corporation’s business interests.

RECENT  CHANGES IN  PROGRAM MA NA GE ME NT

We have taken some important  first steps to assure tha t the Cor­
poration is run along the  lines set by Congress. The management and 
board have:

Increased the fees charged  on all investment insurance contracts 
(from iy 8 percent to iy 2 percent per annum for all three  coverages) 
to increase earnings and enlarge our reserves.

Established ceilings on our risks in certain countries which cannot be 
exceeded withou t specific board au thority .

Adopted project eligibility  guidelines which emphasize requirements 
for both commercial soundness and contribut ion to social and economic 
development—including, for example, effects on host country t ax rev­
enues, foreign exchange, employment, and ecology.

Set more specific terms and conditions for the financing and insuring 
of large and/or sensitive projects.

Provided for intensive analysis and review of all political risk in­
surance projects of $10 mill ion or more, and board review of  all in­
vestment guaranties and direct investment fund  loans.

Implemented the small-loan community credit guaranty  program 
in Brazil, Guatemala, and Honduras.

On the administrative  side, we also are establishing new projec t 
inspection and monitoring procedures and accounting and financial
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repo rting  systems which more accurately reflect the results of our 
operations.

To improve the administration of the Corporation, we have ar ­
ranged for it to be audited twice each year—once by the AID Audi tor 
General and once by the  General Accounting Office. We already have 
had audited statements prepared as of December 31 f or the  years 1969 
and 1970, and are preparing  one as of Jan uary 31, 1971, in order to 
avoid the complexities of an audi t as of Jan uar y 19, 1971, the date 
OP IC was officially established.

Mr. Chairman, this completes my prepared statement. I would be 
pleased to answer your questions.

EXHIBIT A

OVERSEAS PRIVATE INVESTMENT CORPORATION INCOME AND EXPENSE PRO FORMA STATEMENT

Income:
Fees:

Political risk  Insurance_______
Insurance application fees.........
Investment guarantee.................
Moss p ro gra m .. ..........................

Total fees.................................

Inte res t.
Direct  investments ......................
U.S. obligations............................
Claim related notes.....................

Total inte rest...........................
Claim recoveries..........................
Cooley program (con tract, AID) .

Total income............................

Expenses:
Adminis tra tive..........................................
Preinvestment program..........................

Total expenses.....................................

Total earnings availab le t or  reserves.

Estimated for 
fiscal year 

1971

Estimated fo r 
fiscal year 

1972

. .  $25,000,000
6,600 

998,000
0

$33, 000, 000 
50, 000 

1,718, 000 
15, 000

. .  26,004,600 34, 783, 000

0
2,819,000  

48,150

240, 000 
2,8 17,000  

67,150

2,8 67,150
49,685

216,000

3,1 24,150  
87, 000 

216,000

29,137,435 38,210,150

2,657,946
325,000

3,603, 000 
750, 000

2,982,946 4, 353, 000

. .  26,154,489 33,857 ,150
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EXHIBIT B

OVERSEAS PRIVATE INVESTMENT CORPORATION PRO FORMA BALANCE SHEET 

IU.S. dol lar  u nits ]

Asse ts:
Cash..........................................................................................
U.S. obligations........................................................................
Appropriate  insurance and guarantee fu nd .......................
Direct  investment fund ....... ...................................................

To tal.....................................................................................
Direct investm ents. ................................................................
Fixed assets.............................................................................
Claim related assets...............................................................
Sundry assets:

Accrued inte rest in U.S. obligations..............................
Travel advance...................... .........................................

Total assets..................................................................

Liabili ties , reserves, and net wo rth :
Lia bili ties :

Accrued expense.............................................................
Unapplied  advances.......................................................

Total............................................................................
Deferred fees paid but not earned.......................................

Tota l liabil itie s and deferred item s................................ .

Appropriated reserves:
Insurance reserve...........................................................
Guarantee reserve.........................................................

Total ............................................................................

Net wo rth :
Capital stock....... ...........................................................
Applied earnings, insurance and guartanee reserves.
Unappl ied earnings.......................................................

Total ............................................................................

Total liab ilit ies , reserves, and net w or th .................

Fiscal year 
ended June 30, 

1971

Fiscal year 
ended June 30, 

1972

3,290,651 
i 56,755,217 

. 2 114,111,484
40,000,000

1,102,821 
i 79, 000, 000 

2 139,111,484 
30, 000, 000

214,157,352
0

65,000  
• 3,520,000

249,214,305
10,000, 000 

63, 000
> 3,433,000

1,788,898
2,500

1,788,795
2,800

219,533,750 264,501 ,900

250,000
325,000

325, 090 
400,000

575,000
11,800,000

725,000 
12, 200, 000

12,375,000 12,925,000

63,865,484
50,246, 000

76,365,484  
62,746, 000.

114,111,484 139,111,484

. .  < 40,000,000
* 25,888,516
• 27,158,750

< 40, 000,000
* 49,888 ,516
• 22,576,900

93,047,266 112,465,416

219,533,750 264,501,900

« Amount invested in U.S. obligations from  applied earnings, unapplied earnings, and fees paid but not yet earned 
amounts.

2 Includes fiscal year 1971 appropriat ion of $18,750,000 and fiscal year  1972 requested app ropriat ion of $25,000,000.
3 Assigned value to cla im related properties. Any recoveries above these values w ill  be reported as income when 

received in subsequent year.
< Represents fiscal year  1970 and fiscal year 1971 approved amounts of $20,000,000 for  each year.
3 Net a fter c laim  payments estimated at $798,103 fo r fiscal year 1971 and $14,439,000 fo r f iscal year 1972 resu lting from 

Board of Directors' allocat ion from unapplied earnings.
’  Available for  Board of Directo rs’ allocation to applied earnings.
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EXH IB IT  C

OVERSEAS PRIVA TE INVE ST ME NT  CORPORATIO N PRO FORMA RESERVES STAT EM EN T

Reserves
Earned

Insu ra nc e Gu aran ty su rp lus

Ju ne  30,19 70  ba lanc e___________ _______________________ _____ _______
Fiscal ye ar 1971 app ro pri a te d ...................................................................................
Fiscal ye ar 1971 ea rn ings ........................................................................................... .
App lie d ea rn ings , March  1971................... .................................... ..........................
App lie d ea rn ings , J une 197 1. ..................................... ................... .......... ...............
Claims ch arge d,  f iscal year 1971..............................................................................

$5 4,490,484
9 ,3 75,0 00

6,1 35,6 66 
47 9,51 6 

(4 80,0 00)

$4 0,87 1,00 0 
9, 375,0 00

'  19,‘ 75 4, '666 ' 
318,1 03  

(3 18,1 03)

$27 ,690 ,8 80

26,1 54,4 89"
(2 5 ,8 89 ,0 00 )

(7 97,6 19)

June  30 ,197 1 ba lanc e....................................................................................  70,0 00,0 00 70 ,0 00 ,000 27 ,1 58 ,7 50
Fiscal ye ar  1972 ear nings......................... .................................................................................... ......................................... 33 ,8 57 ,150
Fiscal ye ar 1972 appro pria te d................................................................................... * 1 2,500 ,000 * 1 2,50 0,00 0 .........................
App lie d ea rn ings ..................................... .................................... ................................  33,5 00,0 00 4,9 39, 000  (3 8 ,4 39 ,0 00 )
Claims ch ar ge d............ .................................................................................................. (1 0 ,0 00 ,0 00 ) (4 ,4 3 9 ,0 0 0 )............... ...............

Ju ne  3 0,19 72  ba lanc e...................................... ............................................. 10 6,00 0,00 0 83,0 00 ,0 00 22,5 76 ,9 00

* Based upon  an ad diti ona l $25,000,000 rese rve  a pp ro pr ia ted fo r fisca l 197 2.

BIOGRAPHY

Mr. P assman. Wo than k you for your statement and we will ask 
Mr. Mills to furnish a biographical sketch for the record.

(The biographical sketch follows:)
Na me : Bradford Mills.
Previous position : Senior vice president  and director , New York Secu rities Co., 

Inc., 1 New York Plaza , New York, N.Y. 10004.
Home ad dress: Prett y Brook Road, R.F.D.  No. 2, Princeton, N.J.  08540.
Bor n: December 16, 1926.
Background:  Founded own firm (New York Securit ies Co.) in March 1902 to 

handle public offerings, mergers , acquis itions, privat e placements, financial con­
sulting.  sales anl leasebacks, private financia l work, ven ture  cap ita l and  other 
financial services. Member of New York Stock Exchange, 195G joined  corporate 
finance departm ent of F. Ebers tad t & Co., 65 Broadw ay, New York City. A dmit ted 
to par tner ship  in 1960. With six other par tne rs, purchase d the  corporate finance 
departm ent to found New York Securities  Co., Inc. in 1962; 1948-50, a ssi sta nt  to 
the  director  of the  Overseas Territ ories Division of the  Economic Cooperation 
Adm inist ration (ECA) in Par is. Responsible for hand ling economic aid  to the  
overseas dependencies of Western  European countries.

Educa tion : Oxford Unive rsity , Oxford, England, October 1950 to Jun e 1951. 
Studied for B Li tt in intern ational investment in underdeveloped countries .

Princeton University , Princeton, N.J., June  1, 1948, gra duated cum laude in 
economics.

Mili tary service : U.S. Navy—1911 46 Naval Officer Train ing  Program and  fleet 
du ty; recalled to active  duty as U.S. Naval Inte lligence Officer specia lizing in 
Afr ican  affa irs, 1952-53.

Fa mily : Marr ied, fou r children.
Directors liiii s: Founder and  chairman  of the board, Specialized Services, Inc., 

of Atlanta , Ga., publicly  owned company wi th investme nts in t rucking, tra nspo rta ­
tion, a nd soft dr inks.

JUS TIFICA TIO N MATERIAL

Mr. Passman. We will insert at this point in the record the just i­
fications.

(The information follows:)
OP1C Reserve Request for F iscal Year 1972

The Pre sident ’s budget requested  a $25 million increase  in the Corporation’s 
reserves  to back private investment insuranc e and  gua ran ties . Amounts appro­
pri ate d for  r eserves  represent  new obligational au tho rity (NAO).
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Se cti on  23 7( c)  of  O PIC ’s en ab ling  le gi sl at io n (t it le  IV of  th e FA A of  19691 
pr ov id es  th a t th e fu ll  fa it h  and cre d it  of th e U ni ted S ta te s is  pled ge d fo r th e 
fu ll  pa ym en t an d pe rf or m an ce  of  in su ra nce  and guara n ty  ob liga tion s of  th e 
C or po ra tion . W hi le  in ves to rs  a re  as su re d th a t th ey  will  be pai d u lt im at el y , th e 
bu lk  of sm al le r an d med ium-s ize d in ves to rs  ne ed  ass ura nce th a t th e ir  cl ai m s 
will  be pa id  pr om pt ly . Th ey  are  un ab le  to  aw ait  co ng re ss io na l ac tio n.  The re fo re , 
a  re as on ab le  c as h re se rv e is  re quir ed  in  o rd er to  ass u re  th es e in ves to rs  th a t pay ­
m en t will  not be he ld  up  unti l th e appro pri at io ns proc es s is  co mplete d. In  86 per­
cen t of th e pro je ct s re ce iv ing in su re d in ves tm en t in  fiscal  year 1970 th e am oun t 
in su re d  w as  le ss  t han  $5 mill ion each .

The  $25 mill ion re qu es te d fo r fisc al year 1972 is  de sign ed  to  pr ov ide a mod es t 
in cr ea se  to exis ti ng  re se rv es , pri m ari ly  to  ke ep  pa ce  w ith  th e gr ow ing in su ra nc e 
po rtf ol io . Thi s wi ll en ab le  t he Cor po ra tion  to  m ain ta in  ste p-by -s tep au gm en ta tion  
of  re se rv es  to w ar d a to ta l level mor e in ke ep ing w ith  th e li ab il ity  a t risk . Th e 
Cori> ora tion reco gn izes  th e  in te n t of Con gr es s th a t th e  ca sh  re se rv e is  no t de ­
sig ne d to co ve r cata st ro phic  losses  fo r an  en ti re  co untry or  th e los s of  a num be r 
of  la rg e pr oj ec ts . Th e fu ll  fa it h  an d c re d it  of th e U nited  S ta te s as  op po sed to a 
ca sh  re se rv e pr ov id es  appro pri a te  ba ck ing fo r su ch  los ses .

Ne w in ve st m en t co ve red by ne w in su ra nce  duri ng  th e fi rs t 9 m on th s of  fisc al 
year 1971 to ta le d $875 mi llion . Ove r th e la s t 8 year s ex pro pri at io n  co ve ra ge  ha s 
in cr ea se d from  $358 mill ion to  $3.8 bi lli on  ; co nver ta bil ity  co ve rage  has in cr ea se d 
from  $461 mill ion to  $3.7 b il lion; and w ar , re vo lu tion  and in su rr ec tion  co ve rage  
has in cr ea se d fr om  $20 m ill io n to  $3.2 bi lli on . Ove r th e sa m e pe rio d Con gres s has  
re du ce d am ou nts  av ai la ble  o r re qu es te d fo r re se rv es  by ov er  $400 mill ion,  re ­
fle ct ing th e fa c t th a t it  do es  no t be lie ve  a la rg e liqu id  re se rv e is  ne ed ed  to  
m ai nta in  in ve st or confi dence in  th e pr og ra m . A t th e sa m e tim e it  has  rec og nize d 
th ro ug h th e ap pro pri a ti on  proc es s, th a t mod es t annual ad dit io ns to  th e re se rv es  
a re  d es ir ab le  to ke ep  pace w ith th e gr ow in g po rt fo lio . The  $25 mill ion re qu es te d 
fo r fiscal year 1972 is  th e  min im um  am ount whi ch  th e C or po ra tion  be lie ves 
p ru den t to  ac co mpl ish  t h is  pu rpos e.

An  ad dit io nal  en cu m br an ce  on th e  C orp ora tion’s to ta l re se rv es  is th e s ta tu to ry  
re qu ir em en t th a t al l ou ts ta nd in g  i nv es tm en t guara n ti es be ba ck ed  by a fr acti onal 
re se rv e of  25 pe rc en t.  The  $70 m il lion  alr ea dy al lo ca te d  wil l per m it  ou ts ta ndin g 
guara n ti es to ta li ng  $280 mill ion,  an  am oun t which  w ill  be fu lly ut il iz ed  by  th e 
en d of fiscal  year 1972. A po rt io n of  cu rr en t inco me and ap pro pri a te d  am ou nt s 
w ill  th er ef ore  need, to  be ap pl ie d to  th e guara n ty  re se rv e to per m it co nt in ue d 
gr ow th  o f th e pr og ra m .

OPI C C ap ital  R eques t for F isca l Year 1972
The  P re si den t’s bu dg et  re qu es te d a $20 mill io n in cr ea se  in  th e  C or por at io n’s 

cap it a l (t o  $60 mil lion ) as  th e  t h ir d  tr anche in  a p la nned  5- ye ar  c ap it a li zati on  of 
$100  mi llion . O PIC ’s c ap it a l is us ed  by th e C or po ra tion  as  d ir ect in ve st m en t fu nd 
to  m ak e loan s to  el ig ib le  p ri vate  in ves tm en t pr oj ec ts .

The  C or po ra tion  w as  ac ti vate d  on  Ja n u a ry  19, 1971, som e 13 mon th s a f te r  it s 
en ab ling  legi sl at io n was  sign ed  in to  law , re su lt in g  in  a de la y in im pl em en tin g th e 
C or po ra tion ’s p la nn ed  p ro gr am s.  Bec au se  o f th is , no ne  o f th e ca pital  has  ye t been 
co m m itt ed  al th ou gh  13 pro je ct s to ta li ng  an  est im at ed  $20-$ 25 mill ion in  pro s­
pe ct iv e loan s are  u nder ac tive  c on side ra tion .

F or th is  re as on  OPI C has de cid ed  no t to  purs ue th e re ques t fo r an  ad dit io nal  
$20 mill ion ca pital  in fisc al year 1972. Po stpo ne m en t of  O PIC ’s ca pit a li zati on  by 
1 y ear do es  no t fo rego  th e pro ba bi li ty , ba se d on ac tu a l need  fo r th e  cap it a l,  th a t 
th e  C or po ra tion  will  re qu es t addi tional  cap it a l in fisc al yea r 1973 an d 1974. If  
us e of  t he  c ap it a l in cr ea se s sign ifi ca nt ly , it  may  be th a t ap pro pri at io n  re ques ts  in  
fis ca l yea r 1973 a nd  fisc al year 1974 will  bp fo r mor e th an  $20 mill ion,  th us al lo w ­
in g th e Cor po ra tion  to ac hiev e th e or ig in al ly  in te nded  $100 mill ion ca pita li zati on  
on  sche du le .

Sinc e th e $20 mill ion re qu es te d fo r fiscal y ear 1972 w as  to  com e from  reflo ws 
of  AID  an d pr ed ec es so r ag en ci es  de ve lopm en t lo an s,  th e de le tio n of  th e $20 m il­
lio n re qu es t do es  no t re du ce  th e C orp ora tion ’s bu dg et  re ques t fo r ne w ob lig a-  
ti onal  au th ori ty  (NOA ) fo r re se rv es . Th e $20 mill ion in ref low s wou ld re vert  to 
A ID  fo r no rm al  pr og ra m  pu rpos es .
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OPIC—ADMINISTRATIVE OBLIGATIONS

Expense components

1. Personnel costs. ..... .........

Di rect. ........................
Contract.....................

2. Personnel benefits............
3. Travel and t ransporta tion
4. Occupancy cost.................
5. Communications...............
6. Pr int ing ..............................
7. Supp lies.............................
8. Other..................................

Total

Actual  
fiscal year 

1970

Estimate, 
fiscal year 

1971

Planned 
fiscal year 

1972

. .  >$1 ,082 ,867 $1,833, 265 $2, 549,000

1,082,867 1,691,605 2, 349, 000
0 141,660 200,000

83,228 148,618 207, 200
82,136 139,000 182, 000

20 3 194,400 242,700
2 o 3 60.932 91,500

3,985 6,907 25, 000
606 5,624 6,000

139,848 269,200 300,000

1,392, 670 2,657,946 3,6 03,400

1 Personnel costs for  1970 are understated in terms of succeeding years because all personnel workin g on investm ent 
incentive programs were not charged against OPIC's budget.  A.I.D . paid for cer tain  legal, program planning  and audit  
accounting services from direct  appropriations for  part of fiscal year 1970.

2 A.I.D . paid for  occupancy, communications and certa in other costs in fiscal year  1970 from app ropriations.
3 Occupancy and communications costs in f iscal year 1971 are for  part of the  year because OPIC did not move to separate 

office space until October 1970.

OPIC PROGRAM BUDGET ESTIMATES

Expro-
Inconver t priation

Com­
bined, Use of author ity

war a n d --------------------------------
expro- Amount

War pria tion  Used rema ining

A. Insurance— Use of OPIC statu tory author ity (In 
mi llions of dollars):

Author ized ceiling.................................................
Fiscal year 1970....................................................
Balance...................................................................
Fiscal year 1971 estimate ....................................

Old contract...................................................
New contrac t..................................................
Balance.. .....................................................

Fiscal year 1972 est ima te....................................
Balance...................................................................

344 89 49 250 722

:zzzzzzzzzzzzzzzzzzzzzzzzzzzzzzzzzz" 1,243
285 36 69 • 578 968
270 211 244 ...................  ’ 275

550..........  850 850 ZZZZZZZZZZ.......... 850

7, 500 

6,778

5, 535 

4,685

Fiscal year 1971 
Fiscal year  1970 (es timate )

Fiscal year 1972 
(es tima te)

d . ru ia iiv iiiK•
Guaranties s igned.........................    96,300,000  20,000,000  125,000,000
DIF Com m it te d.................................   0 5,000,000 30,000 ,000

C. Pre Inv . Asst...............................   $617,000 $325,000 $750,000

> For purposes of comparison the amounts of the combined coverage for war and expropriat ion (wh ich are no longer 
being issued) should be added to the amounts shown for war and expropriat ion listed  under the ‘ ‘old contrac t”  line  of 
the table.

3 The new legisla tion charges insurance against an authorized ceiling which is stated in terms ot OPIC’ s maximum 
contingent liabil ity . Under the insurance contract used prio r to January 1971 the aggregate sum of the total  face amounts 
of coverage was requ ired to be obliga ted, as a recovery in this  amount was theo retical ly possible; under the new con tract 
which has been in use since January 1971 only the amount of the largest single coverage is required to be obligated , as 
the maximum amount of recovery is lim ited  to the largest single coverage.

IN SU RA NCE

Based on the amount of inves tment insurance requested in appl ications cur ­
rent ly on hand, it is estimated that  in fiscal year  1972 OPIC will issue new con­
tra cts  of about $550 million for inconvertib ility,  $850 million for expropriation 
and $850 million for war risks. This  is comparable to the amount of insuranc e 
expected to be issued for each of the coverages  in fiscal yea r 1971. For  the first 
three qua rters of fiscal yea r 1971 over $400 million had been issued for convert­
ibility,  $675 mil lion had been issued for expropriation and $740 million had been 
issued for war risks.
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FIN A N C IN G

While the fiscal year 1971 financing volume was considerably less than  the 
previous year, due largely to the delay in implementing the OPIC organization 
and unfavorable conditions in the U.S. private money market, it is anticipated 
that the amount of investment financing will increase significantly in fiscal year 
1972. At present Ol’IC has under review applications for 14 investment projects 
involving a potential commitment of OPIC resources of about $120 million. Most 
of  these projects a re expected to come to fruition during fiscal year 1972, account­
ing for the estimate of $125 million noted in the preceding summary.

A long leadtime is required to develop successful projec ts. This is due to the 
complexity of establishing new enterprises  in LDC’s, OPIC’s requirement tha t 
the projects be soundly conceived and developmental, and potential  markets and 
price of goods be carefully researched.

It  is estimated tha t in fiscal year 1972 the Corporation also will begin to make 
greater use of its direct investment fund, lending approximate ly $30 million 
At present OPIC has applications from individual investors and intermediate 
credit institu tions for 13 projects, with loan requests totaling  over $30 million.

These estimates for fiscal year 1972 financing could be either significantly less 
or greater, depending upon the length of time it takes for proposals presently 
in the investigation stage to develop into bankable projects. For some years ahead 
OPIC anticipated tha t the actual amount of guaranties and loans made in any 
given year will fluctuate.

PR EIN V EST M EN T A SSIS TA N C E

For fiscal year 1972 OPIC has budgeted $750,000 for preinvestment assistance. 
This is a slight increase over the  current year, but significantly less than origi­
nally planned. Exper ience suggests that  this budgeted amount  represents a pru­
dent use of OPIC’s corporate resources. The Corporation believes, however, tha t 
the fiscal year 1972 level will permit some flexibility for OPIC to experiment with 
new techniques and approaches as provided in the OPIC enabling legislation.

Mr. P assman. I yield to Mr. Hathaway.
Mr. Hathaway. Mr. Chairman, I just go t in town and have not had 

a chance to read the statement. I will yield hack to you until I have 
had a chance to read it before I ask any questions.

Mr. P assman. You may take all the time you need when you come 
back.

I will now yield to Mr. McEwen.
Mr. McEwen. Mr. Chairman, I have no questions at this time.
Mr. Passman. 1 will now yield to Mr. Long.

PO TEN TIA L L IA B IL IT Y  IN  C H IL E

Mr. L ong. On page 6 of your statement  you say you face potential 
claims on specific countries  that  have not yet materialized and that  
you would be glad to discuss various countries on a classified basis 
with the committee.

Wha t do you anticipate  in Chile? Are there several American busi­
nesses in Chile in danger of nationa lization? What is OP IC’s po­
tentia l liabil ity there?

Mr. Mills. Mr. Chairman, can we discuss this  on a classified basis?
Mr.LoNG. Why not ? Put it on the record.
Mr. P assman. Put it on the record.
Mr. Mills. Because some of the settlements we have made involve 

privileged business information which the insured investing companies 
would not want us to discuss openly.

Mr. I jONG. Why should we care about what the companies want? 
They are ge tting a U.S. guarantee. Why should it not be on the record ?
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Mr. Passman. We will put i t on the record and if it is actually classi­
fied we will certainly remove i t, but we do not want companies to tr y 
and d ictate the policy of this committee and cover up something that 
should be public knowledge.

Mr. M ills. The three coverages we have under our insurance pro­
gram are expropriation, inconvertib ility and war risks.

The estimated total maximum liabili ty in Chile under current ex­
propr iation coverage is $310 million ; under inconvertibility, $171 mil­
lion and under war risks, $119 million.

The expropriation  figures do not include certain  contracts  for which 
we say the U.S. Government is not responsible to the Anaconda 
Copper Co.

Mr. L ong. So we could stand to lose $310 million, is that right  ?
Mr. Mills. Tha t would be the maximum, if everything was ex­

propr iated today without any compensation. Covered investors have an 
additional $85 million of exproporiation coverage on a standby basis.

In that  regard, we have already  been involved with  three actual or 
potential claims: one for approximately $18 million from Bethlehem 
Steel Corp. ; and two smaller claims. In all three  cases offers have been 
made by the Chilean Government or its agencies to settle the matters 
with the companies.

Air. Long. For money or for Chilean bonds ?
Air. Mills. No, in part for cash and in part for promissary notes 

payable in dollars. I n the case of Bethlehem which was an $18 million 
claim, a few weeks ago the Chilean Government announced together 
with Bethlehem tha t an agreement had been negotiated between the 
Bethlehem Steel and the Chilean Government. We were aware of this 
negotiation and assisted Bethlehem in arriving  at a satisfac tory 
agreement, A potential  $18 million claim to OP IC appears to have 
'been settled amicably between Bethlehem and the Chilean 
Government.

Air. Long. This is amicable because the U.S. Government is going 
to pick up the difference.

Air. Mills. No. Unde r the proposed agreement Bethlehem had the 
choice of either filing an $18 million claim agains t OPIC or a rriving 
at an agreement with the Chilean Government, and, based upon 
the ir-----

Air. Long. Does this cut down the $310 million ?
Air. Mills. This should cut down the $310 million, tha t is righ t, 

although  OPIC will continue to carry a contingent liability pending 
performance of the settlement.

DIRECT INVESTMENT FUND

Air. Long. On page 7 of your statement you say OPIC is reviewing 
13 potential projects for which loans from your investment fund might 
be made. Wh at types of businesses are being considered for  these 
loans. How much money do they want?

Air. Mills. This  is from OP IC’s Direct Investment Fund ?
Air. Long. Yes.
Air. AIills. The Direct Investment Fund is the capi tal of the Corpo­

ration. It  is not a loan fund  in  the usual, programmatic  sense. It  is a 
revolving use of the  C orporation’s capital to generate income to help



591

finance OPIC 's business, much as a private corporation uses its capital 
to earn income with which to operate its business.

The basic purpose of the fund is to enable OPIC to part icipa te in 
projects where our guaranty  facility is not suitable. OP IC’s use of the 
funds could include:

(1) taking the  initia tive in provid ing early  encouragement and 
commitment of financing to projects  with important develop­
mental impact, including intermediate investment companies;

(2) provid ing contingency funds  for unantic ipated  gaps in 
project financing caused by a tigh tness of private  money markets, 
or high interest  rates, by the smallness of the project, making it 
unsuitable for institu tional  financing, or by a loan period too 
short for institutional lending, but too long tor  bank te rm financ­
ing ; and

(3) providing a means of sharing in the success of projects, 
for example, through sale of convertible debentures in such pro j­
ects to private investors.

The Corporation will lend on terms designed to maintain and roll over 
the capital fund,  th at is, a t or near commercial rates but usually for 
longer terms and sometimes with variable interest rates  and convertible 
debenture features.

The primary use of the Direct Investment Fun d is to make loans: 
for example OPIC will lend to intermediate financial institut ions 
which in turn  make additional loans. As we testified last year, we are 
negotia ting with ADE LA which is a corporat ion using private funds 
and investing in Lat in America. We are also considering proposals 
from other intermediate credit institutions such as the Pakistan  In ­
dustrial Credit  and Investment Corp., the Indust rial  Credit Inves t­
ment Corp., of India and the Internatio nal Basic Economy Corp. We 
are setting up-----

Mr. Long. These are U.S. companies ?
Mr. Mills. The Internatio nal Basic Economy Corp, is 100 percent 

United States. ADE LA is about 46 percent owned bv U.S. interests.
Air. Long. Fi fty  four  percent owned by foreign interests. W hat are 

we doing in there ?
Mr. Mills. We don't guarantee thei r loans. We have been talkin g 

to ADELA about a loan which they in turn would lend to small 
borrowers. This is the way th at we can efficiently get  to a number of
small businesses. .

Mr. Long. W hy are we doing this with a foreign-owned company? 
I thought this  was to bail out American business abroad, or help 
them. A 46-percent company is not an American company, is it?

Mr. Mills. ADELA and a few other regional investment com­
panies of mixed ownership are the best available instrument for 
serving the small businessman and other American companies oper­
ating in thei r areas. In  our proposed agreement with PIC A, we 
would review PICA ’s operations to assure ourselves of the continu ing 
financial viability of th at institution and tha t our funds are being used 
for the purposes intended.

Mr. Long. Wh at is PICA?
Air. Mills. Private Investment Corp, for Asia.
This policy, we feel, is very sound. I t saves us a great  deal of 

expense and effort to get to the smaller businessman abroad.
60 -2 08 — 71— pt. 1------ 38
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Mr. Long. When I was in Et hiop ia , I was tol d it  has been a stan d­ar d ploy fo r Am erican  com pan ies to sell the Et hiop ians  on some business for im po rt  su bs titut ion  in which they do n' t have  a pr ay er  of  m ak ing any  o r very lit tle  m oney.  Th ey  figu re, “I f  these  A mericans  th in k th is is a g reat  idea, it  m ust  be.” Th e E th iopi an s go out and buy  a lot o f  U.S . m ach inery—th at  is a device  f or  se llin g U .S.  m ach ine ry an / equ ipm ent—and lose th ei r sh irt s. Then the  U.S . Government  comes in and picks up the  tab. Does O PIC  do th is so rt  o f th ing?Mr. Mills . No, we don't  finance the  e xp or t of  m ach inery.  I f  a U.S . co rporati on  wants  to make  an inv estment—an d the y must make a subs tan tia l investm ent  of t he ir own-----
Mr. L ong. Are we bail ing  them out to some exte nt?
Mr.  Mills. I f  they fai l, th at  is th ei r loss and no t OPI C's.  Un de r ou r insura nce  prog ram we would be liab le only if  Et hiop ia  ex pro­pr ia ted th ei r com pan y, fo r example, or there was  a war . So unde r the  insurance  prog ram the answer  is we would no t bai l them out.  Und er  ou r fina ncial gu aran ty  prog ram , we stan d behin d the  loans or  equ ity investm ents of elig ible  U.S . inv estors  ag ains t commercial  loss.
Mr. Long. I s t he re  any  Am eric an aid  ba iling  th is  f irm  out? I  was to ld  there was.
Mr. M ills. I  can not speak f or  oth er  aid program s.
Mr. L ong. O PIC  only  deal s with na tio na liz at ion or  Gov ernment ex prop ria tio n?
Mr. Mills . And cur rency inc on ve rtibil ity  u nd er  our  insurance  p ro ­gra m.  How ever, in the financ ing  prog ram O PIC  general ly does take on commercial  r isks for t hat  po rtion  it  is fina ncin g.
Mr. Long. Do you make  very caref ul assessments  o f what the po lit ­ical  sit ua tio n is in these  cou ntr ies  so we don’t make a big  investment in a na tio n which might tu rn  aro un d and  go  Co mm unist?
Mr. Mills. I am glad you  men tioned th at  because one of the  t hin gs  we have insti tu ted with  the  board  of di rec tor s— we have a board , you know , which has  six pr iva te and  five publi c members. A t each mee ting , the board  reviews the  cou ntr ies  where there are  opera tin g prob lems.
We are  being very  caref ul in th at  reg ard. Tha t is one of  the many good  thi ng s t hat  ha s occurred as a r esu lt of  the  ina ug urat ion of  O PIC  and its board.

PROJEC T SEL ECT ION CRITERIA

Mr. Long. O n pag es 9 and  10 I notice your  prog ram manag ement  changes . M h at  do the  e lig ibi lity guidleines provide  for ? How stif f are your  req uir ement s th at  pro jec ts meet  socia l an d economic  develop­ment requirement s w ith in t he  hos t co un try  ?
Mr. M ills. Ib is  is anoth er th ing th at  we hav e empha sized a gr ea t deal . As you know, the re are two  m ajo r cr ite ria fo r each pro jec t. One is th at  each proje ct must be f inancially  sound and the second is th at  i t mu st be dev elopmental. Con gress has  said in ou r insura nce prog ram  we mu st use r isk -mana gem ent  princ iples and  i n ou r i nvest me nt fina nc­ing  program s we must be s elf -su sta ining.
On the  developm ent  sid e—f or  instance,  in  o ur  in suranc e appli ca tio n form we now have specific quest ions  wh ich we r equir e t he com pan ies to  answer abou t the  imp act  of th ei r pro jec ts on ecology, on the num ber
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of jobs they are going to create, on the taxes thev are going to pay
and on the revenues that  are going to be generated. We feel-----

Mr. Long. 1)o you turn  down very man y«
Mr. Mills. We have turned  down a great  many. Last year alone 

we turned down 75 requests for insurance. Our to tal applications were 
roughly about G50 and we turned  down 75.

Mr. Long. Will you put in the record the names of those projects  you 
turned down ?

Mr. Mills. Yes, I can have that supplied.
(The information follows:)

WR ITTEN APPLICA TIO NS FOR INV ESTM EN T FOR INS UR AN CE  REJEC TED DURING 
JANU AR Y 19 70  TO MARCH 19 71

A summ ary of investment insuranc e appl icat ions  recen tly rejec ted by OPIC 
is as  fol low s:
Total applications received________________________________________  666
Total  appl ications rejected------------------------------------------------------------  97

REASONS FOR REJECTION S

Sta tutory  ineligib ility of investo r or country und er Foreign Assis tance  Act_ 17
§ 221—No bila teral agreemen t with  foreign  government-------------------  (3)
§ 223(c)—Inves tor not U.S. citizen or corp oration -------------------------  (2)
§ 6 20 (f) —Communist cou ntry__________________________________  (1)
§620(11)—Shipping to North Vietn am----------------------------------------- (8)
§620 (in )—Developed cou ntry__________________________________  (2)
§ 62 0( t)—Severed diplomatic rela tions----------------------------------------- (1)

Foreign government approval refu sed------------------------------------------------ 12
Premature ap plica tion (no definite proj ec t)----------------------------------------- 4
Country program suspended_______________________________________  12
OPIC policies____________________________________________________  52

Pro ject  not sufficiently developmental------------------------------------------  (18)
Government control  of pro jec t--------------------------------------------------- (7)
Irrevocab le commitment  before reg ist rat ion ---------------------------------  (5)
Balance of paym ents  (inel igible foreign pro curem ent)------------------ (3)
Mil itary  field-------------------------------------------------------------------------  (D
Overrun af ter con trac t issued---------------------------------------------------- (1)
Agr icultural  prod uct in sur plu s-------------------------------------------------  (8)
Expor t to U.S. intended-----------------------------------------------------------  (5)
Na tur al resource policy------------------------------------------------------------- (2)
Investo r’s rep uta tion---------------------------------------------------------------  (1)
Incomple te app lica tion ------------------------------------------------------------- (1)

97
Mr. P assman. Thank you, Dr. Long.
I want to make this  abundantly clear. This is nothing personal in 

my questioning, but I am a frightened individual-----
Mr. Long. Y ou only won 89 percent last time.

CO NDIT IO N OF  T H E  L’.S.  EC ON OM Y

Mr. Passman. I came out of the free enterprise sector. I think I know 
how to associate deficit financing with the overall economy. The record 
is abundantly clear that  no democratic form of government has ever 
survived over 200 years. These nations begin to embrace socialism and 
I don't think any person can deny the fact that  our speed toward 
socialism is increasing faster  than we anticipated . It is all brought 
about when the people as a whole, and the people’s representatives, find
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they can vote themselves stipends out of the Federal Treasury. Tha t 
is when you are on the way to failure.

You hear people criticize the President about impounding funds. 
We passed legislation tha t placed an absolute ceiling on what could 
be withdrawn from the Treasury in fiscal year 1971. Do we not have 
a ceiling?

Mr. Mills. T believe we do.
Mr. Passman. And the Presiden t, by law, is forced to  keep the ex­

penditures within tha t ceiling. Is tha t your understanding?
Mr. Mills. T hat  is my understanding, yes.
Mr. P  assman. Even afte r impounding $11 billion  plus, as I look at 

the daily T reasury  statement this morning fo r April 14, we have wi th­
drawn from the U.S. Treasury $30,564 million more than  we have 
deposited. Tha t is jus t 9 months and 14 days of the current fiscal year. 
We are going to  drop the curtain  on June  30 with a deficit of about 
$26 billion. If  you use the unified budget concept, it will be about $19 
billion.

Now, I have been taught to believe tha t this excss spending takes 
on value only by diluting the purchasing power of everybody’s dollars.. 
You can't get wealth out of thin  air.

SIZE OF FOREIGN AID REQUEST

Now’, I just wonder how many of our friends wdio operate in this 
broad sphere  of foreign aid actually go to the record and put together 
the total request t ha t is contained in the budget for fiscal year 1972,. 
for foreign aid. Do you have any idea?

Mr. Mills. No.
M r. P assman. Would you like to pull a figure out of the  a ir? What 

do you think it would be?
Mr. Mills. Four or five billion dollars.
Mr. P assman. $13,517,628,000. The highest in all the history of the 

aid program. The programs have been fragmentized throughout  the 
budget. Like your agency. I don't think we had any more business 
creating OPI C than  I would have in practicing medicine.

We have many programs, such as the Internat iona l Development 
Association, AID, the Inter-American Development Bank, the World 
Bank and now this little agency tha t has been created, called the 
Overseas Private Investment Corporation.

BEGINNIN G OF OPERATIONS

This operation is brand new’, isn’t it?
Mr. Mills. Yes, it is brand new, but my first act as president was 

to cut $20 million out of our request for the Direct Investment Fund  
because I felt this was unnecessary and something tha t we did not 
need at this time. Perhaps we will need it next year, but I felt it  
prudent as a businessman, to tell Congress if we don’t need money we aren't going to request it.

Mr. P assman. Th at sounds good, and I don’t think you are inten­
tionally misleading th e committee, but  I have heard these statements  
before and I have seen these savings disappear very quickly.

I tried  to keep thi s corporation from being created. I have finally 
just about given up in disgust. I wish I could spend more time on this
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matter  but we have to take care of legislation, see our constituents,  
write  speeches, and answer letter’s from our wonderful  people a t home. 
It  is a full-time job to figure out these schemes you people bring  up 
here and to ask good questions.

You have just recently, I believe, gone into full operation. 1 ou have 
your officers and board of di rectors appointed; is th at correct ?

Mr. Mills. That is correct .
Mr. Passman. When did you actually  go into business? On what 

date ?
Mr. Mills. January 19,1971.
Mr. P assman. 1 want to commend you. This is really one of the  in ­

fan t organizations when we th ink of t he overall AID and assistance 
programs. You have been in business as such about 90 days.

Mr. Mills. Yes, and we have already cut out $20 million for  in­
creased capital ization in 1972.

Mr. P assman. I hope if you take another 90 days t ha t you would 
abolish i t altogether. That is a lot to  hope for, but maybe if you feel 
as I do about this organization when you get through you may want to 
do just that.

OFF ICERS AN I) BOARD OF DIRECTORS

Would you please place in the record the names and positions of 
you r officers and board of directors ?

Mr. Mills. May we supply that,  Mr. Chairman ?
Mr. P assman. Place it  in the record.
(The information follow s:)

The officers and d irec tors  are  as follows:

EXE CUTIVE OFFICERS

Bradford Mills, p residen t and  dir ecto r 
He rbe rt Salzman, executive vice presiden t

DIRECTORS

Joh n A. Hann ah (ch airma n),  Admin istrator, Agency for  Int ern ati onal Develop­
ment

Nathan iel Samuels, D eputy  Und er Secre tary  of S tat e fo r Economic Affairs 
Paul A. Volcker, Under Sec reta ry of  the T rea sur y fo r Monetary  Affairs 
Rocco C. Sici liano, U nder Sec reta ry of Commerce
Rober t F. Buck (small bus iness),  senio r vice pres iden t, Nat iona l Bank of Com­

merce of Seattle , Wash.
Allie  C. Felder, Jr . (cooperatives ), execu tive vice president  and director of in­

ternat ion al programs, Cooperative League Fund, and dire ctor of the  Outreach  
Division of the  Cooperative  League of the United Sta tes

Gus tave  M. Hause r (a t lar ge ), vice pres iden t, General Telephone & Elec tronics 
Int ern ational

Daniel P ark er (a t la rge),  cha irman, The P arke r Pen Co.
Jam es A. Suffridge (Labor) , vice p residen t an d member of the Executive  Council, 

AFL-CIO, aud preside nt eme ritus  of the Retail  Clerks In ter na tio na l Associ­
ation

Clifford II. M. Yee (a t lar ge ), pres ident, F inance Fac tors . Ltd.

LEVEL OF OPE RAT ION

Mr. P assman. I was down home not too long ago and I needed 
about four laborers to do some work. There is absolutely no sin in 
working. My parents were good old Christian sharecroppers. I didn’t 
mind working. I  milked a cow every morning for 21/2 years at a dol lar
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a month . I saw no th ing wrong wi th th at . Th ere is no thi ng  dishonor­able abo ut w ork ing .
Bu t to ge t back to  the sto ry, T wen t down to a plac e call ed Five  

Po in ts where these win ehe ads  usu ally con gre gate and  T wante d fou r 
men.  I offered  to pay  $3 an hou r. I th in k there were  about 17 in the 
group. I  co uld n't  g et one of  them  to agree to  go wi th me to clean up 
th is  land. W hy  ? Because they cou ld take  $1 and  pu rch ase $1.06 wor th o f food  stamps .

I will tak e you down t he re  a nd  let  you tr y  t o hi re  these men. There  
are  jobs wa iting  and you can’t g et the m to work.

I  talked to one big plan ta tio n owner  who ha d 21 fam ilie s wo rking  fo r him.
When the y fixed it so thes e peop le could ge t food  stamp s, 12 of  

the m quit. Th ey  could pu t down $1 an d ge t $1.06 wo rth  of  stam ps.  
One man had seven ch ild ren  and  lie had $50 wo rth  of  food  stam ps. 
How ever, he needed wine  more than  food so he sold  the food  stamp s 
fo r $15 to his  fir st cousin. Now, th is is wha t we hav e cre ated in th is cou ntry.

Mr. Long. H ow does th at  tie  in with  the O PIC  prog ram  ?
Mr.  P assman. It  tie s in di rec tly  wi th O PIC  because th is  is ju st an oth er  ha nd ou t program .
These are  the th ings  th at  cause  a man. to lose con trol. Th en  when 

you  come back  to Wash ing ton  you  get  into some of  these for eig n aid  
prog rams and you  find th at  they  are ju st  abou t as bad as the food 
sta mp p rogram , the  wel fare p rogram , an d th e w ar  on povert y p rogra m.

In  fiscal ye ar  1963 the budget est imate  fo r inv estment guara nte es  was $180 mill io n; is th at  cor rec t ?
Mr. Mills. I d on ’t know, Air. Cha irm an.
Mr. D ickerson . Tha t is cor rec t, $180 mill ion  for rese rves.
Mr. P assman. An d I  believe  th e Con gress prov ide d $30 milli on th at  same ye ar; is th at  corr ect  ?
Mr. D ickerson. Yes.
Mr. P assman. The r equest was reduce d by $150 mi llio n a nd  you con­tin ue d to  ope ra te ; is th at co rrect ?
Mr. D ickerson. Yes.
Mr. P assman. OK . You are  being fa ir.
In  1970 you requ ested $75 m illion fo r the  Ove rseas Priva te  In ve st ­

me nt  Cor porat ion  an d we allowed $37,500,000;  is  th a t co rrect ?
Mr. D ickerson . Fo r reserves, th at  is correct.
Mr.  P assman. A nd  you are  still  in bus iness.
La st  year you reques ted $37,500,000 and we allowed  $18,750,000; is th at correct?
Air. D ickerson. Yes, si r.
Air. P assman. An d I believe Air. Alills sta ted  th a t $20 m illion would 

hav e been in ad di tio n to  the  request befo re us toda y but you decided 
you di dn 't need it  and  struck i t o u t; is that  correct  ?

Air. AIills. T hat  w as fo r a diff erent pro gra m.  I t  is no t reserves.
Air. P assman. It  is u nd er  you r opera tion th ou gh  ?
Air. AIills. Yes, it is.
Air. P assman. Y ou hav e two  spigots un de r yo ur  op er at io n; do you no t?
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Mr. Mills. We have an insurance program and a financing program, 
yes. Under the latter we guarantee loans against all risks, and we pa r­
ticipate directly in loan financing in a limited number of circumstances.

Mr. P assman. You made a good point earlier t ha t you decided you 
didn ’t need the $20 million and therefore deleted it. Is tha t in essence 
what you said ?

Mr. Mills. Tha t is correct.
Mr. P assman. Tie tha t in with the reductions that  have been made 

in this  program over the years. I t will show you how far afield we have 
gone.

drafting of legislation

I know what I am leading into and I  th ink you know too. It  is easy 
to get an authorization bill for just about anything you want. You 
have to have these huge reserves to  back up the extensions of cre dit ; 
is that correct ?

Mr. Mills. Mr. Chairman, by legislative action Congress requires  us 
to have 25-percent reserves for all the guarantees-----

Mr. Passman. Who submitted tha t legislation to the Congress, Mr. 
President ?

Air. Mills. The executive branch.
Mr. P assman. Sure. Ninety-nine percent of  all legislation is drafte d 

downtown, just like the bureaucrats want it and it is sent up to the 
Congress so tha t we may enact it into law. Isn ’t it just about tha t 
simple?

Mr. Mills. I think  the 25 percent reserve reflects the wisdom of 
Congress.

Mr. Passman. This stuff is cooked up downtown. We fought th is for 
years and we kept this additional lending  agency from coming into 
being. A lot of people feel the food stamp program is a great program 
and it  is necessary, but I  wanted to show your program has been about 
as inflated in prior years as the so-called food s tamp program.

contingent liability

What is your contingent liability  a t the present time?
Mr. Mills. Air. Chai rman, the total contingent liabili ty under each 

of the three programs—we have on inconvertibili ty on a current basis 
$665 million.

Air. Passman. I wan t the aggregate.
Air. AIills. There are two forms, Mr. Chairman. There is current  

and standby insurance. As of December 31 current inconvertib ility was 
$665 million and standby, $2,987 million; expropriation  insurance 
was $2.5 billion and standby, $1.3 billion; war risk coverage was 
$2 billion on current and $1 billion on standby.

Air. Passman. You have only been in business since Ja nua ry 1971.
Air. AIills. This  is a 20-vear program and we inher ited the majority 

of this insurance from AID.
Air. Passman. Did you inherit the reserves ?
Air. Mills. Yes; we have the reserves, but, of course, we lost some of 

the reserves; $50 million of our earned reserves was taken away to back 
up the housing guaranty program.
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Mr. P assman. Domestic or foreign ? 
Mr. Mills. Foreign.

LACK OF PREVIO US GUARA NTE E PROGRAMS

Mr. P  assman. Who guaranteed all of these overseas American capi­tal investments before AID came into existence ?
Mr. Mills. Predecessor agencies.
Mr. Passman. Name them, if you will.
Mr. Mills. F irs t it was the Economic Cooperation Administration.
Mr. P assman. Tha t is a part of AID. This program has had  many 

names since I have been on the committee.
The fact is, private business went abroad with  the ir capital and they selected a location and the type of business they wanted to start . They 

usually exercised a lot of caution and they got along without Govern­ment guarantees; didn’ they ?
Mr. Mills. Some of them.
Mr. P assman. The grea t majority of them. Name some company prior to 194G when foreign aid was started.
Mr. Mills. No company I know of.
Mr. P assman. Any Federa l agency?
Mr. Mills. There was no Federal agency but today there are 12 other governments with national guarantee programs.
Mr. P assman. I am talk ing about before we s tarted  this worldwide 

giveaway program. The investment banker and the manufacturer, 
would go abroad themselves and would decide whether or not they 
could afford to invest in these countries. If  so, then they made the 
investment. Isn’t that the way it operated  ?

Mr. Mills. Well, primar ily in Europe.
Mr. Passman. No; not primarily in Europe. I am talking about 

some of the Latin American countries. Some of the oil companies 
had b ig investments in L atin  American countries long before we ever heard of AID. Some didn’t do too well.

Mr. Mills. We do very little business in the oil indust ry even today, Mr. Chairman.
Mr. Passman. Y ou are missing the point. The thing is, we left it 

up to the free enterprise sector and the banking people to select the 
spots where they wanted to make investments and go in business; didn’t we ?

Mr. Mills. Ye s; in times past tha t was true.
Mr. Passman. Than k you very much.
Air. Long. Will the gentleman yield ?

AM OU NT  OF FRIV ATE  INVE ST MEN T OVERSEAS

The chairman raises an interes ting chain of speculations in my 
mind. In your view, how much private investment is going overseas 
now as a result of this guarantee program tha t wouldn’t be invested overseas if you didn’t have this guarantee system?

Mr. Mills. We have tried  to ascertain this and we are told tha t most of the companies would not go to these developing countries without  
our insurance or guarantees.

Mr. Long. So the bulk of our foreign investment would not take place?
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Mr. Mills. Most companies, some as a matte r of their own board 
policy, require insurance. In many the lesser developed countries  
where the  risks are so high as compared to Europe,  where they could 
go without having many of the political risks involved.

Mr. Long. Could you give us any idea what the export capital is as 
a result of this program, the annual exports ?

Air. Mills. In  1970, according to the Depar tment  of Commerce, 
we estimate approximately  $1.5 billion went into the so-called lesser 
developed countries.

Mr. Long. As a result of the guarantee program ?
Air. Mills. That is the total  investment. In  our insurance program 

last year we covered approximately $1.2 billion.
Air. Long. I just  want to follow this through for a minute if I 

could, Air. Chairman.
You know we have a tremendous capital  shortage in this country, 

and interest rates are very high. We can' t find capita l for our own 
housing programs. And when businessmen go to the banks, they are 
told there is a shortage of money, and they have to pay very high 
interes t rates. I wonder how much of this is caused by our promoting 
and subsidizing the export of capital  abroad through programs like 
OPIC?

Air. Mills. I think the answer to th at question is a statement  in th e 
pape r today in connection wi th Latin  America tha t U.S. private busi­
ness does not go into these countries to be expropria ted and they won't 
go if they feel there  is grea t danger-----

Air. L ong. Fine. Then why have them go into these countries? AVe 
need captial here at home. We have a tremendous shortage of capital.

As the Chairman said, at one time businesses made their  own assess­
ments and appraisals of the risks. If  they couldn’t see th at the risks 
were justified, they didn’t go in. But  now the Federa l Government is 
promot ing the export  of our capital. Then we turn  around and com­
plain  tha t we can’t, get enough capital locally for our own business 
firms. Yet we are giving income tax breaks to firms to invest to sort of 
overcome the capita l shortage we have created as a result of our own 
policies.

international financial situation

Air. P assman. This may spell it out in grea ter detail. Of course, 
it is easy to sit here and say “That is a fine estimate. Are  you sure th at 
is all von need? AVe want to supply you with all your needs.” But we 
have to look at this program realistically.

Let ’s look at the U.S. balance-of-payments situation. The annual 
lette r I put out only covers 1950 through  1969. During this time we 
have sent abroad $44,104 million more than  we brought home. AVe 
ought  to have some incentive today to make investments in America 
and not abroad. But the time is coming when we are going to  have to 
look seriously a t what is going to happen to our country if we don’t 
get our house in order.

I am afra id when I bring this statement up to date and add in 
the 1970 figure, that we are going to learn tha t we have sent abroad 
about $50 billion more than we brought home for the last 21 years. As 
we sit here and talk today the  vaults of European banks and treasur ies 
are filled with U.S. dollars and I  am very fear ful tha t there  is going
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to be an oth er  run on our gold supp ly— agreeme nt no tw ith sta nd ing— an d I would th in k ra th er  than  to send  investments  abroa d we ou gh t to be br ingi ng  thes e investments  back to th e Un ite d Sta tes .
Mr . Mills . The se do lla rs th at  hav e gone abroa d un fo rtun ately,  have not  gone  to the  less developed countries an d th at  is what we are  tryi ng  to accomplish.
Mr. P assman. L et  me correct you. Let ’s go to  Th ai land . Th ai land  is consid ered  a less-developed countr y, is i t not  ?
Mr.  Mills . I t  is.
Mr. P assman. D o you rea lize  th at we hav e given Th ai land  ove r $1 bil lion in economic and mili ta ry  gr an t aid  since 1946 and du ring  the  same pe riod she bu ilt  up a forei gn  exc han ge cre di t of  over $1 bill ion  ? We  w ent ou t to Th ai land  and we p rev ail ed  upon h er  to  m ake  us a s ho rt- ter m loan of $100 m illion.  We  wa nte d to  borrow a qu ar te r of  a bil lion do lla rs from Th ai land . Th ey ha d a bil lion do lla rs in the foreig n exchange rese rves , and fina lly they  agreed  to make us a loan of  $100 millio n, rep ayab le in 4i£  years  at  6 percen t.
Do n’t tel l me these for eig n cou ntr ies  do n' t have do lla rs on hand . They are  waxin g fa t wi th wea lth.
All  you have to  do is look at  th e record . I  wa nt  to  give you th is  sheet wi th my com plim ents . I  wa nt  you to  look it  over.
T believe the tim e is com ing  when we may have to look  a li tt le  bi t clos er at  ou r tec hnica l aid  prog ram, ou r edu cat ion al prog ram , an d xielp th e colleges an d un ive rsi ties to  im pa rt  th is  knowledge  and keep  ou r inv estment at home. You  are  a bus inessm an,  aren ’t  you?Mr. Mills. Yes.
Mr. P assman . When we rais e taxe s at  the  local  level, St ate level , mu nic ipa l level,  o r Fe de ra l level, the  pr es id en t o f a  company  is g oing  to have to ar riv e a t his  bo ard of  di recto rs  meetin g on December 15, wi th all  o f thes e costs con sidered in his  sta temen t, and s til l hav e a bo ut  a 6-percent  net  p rof it fo r the investors . Other wise he is repl ac ed ; is n’t he?
Mr. Mills. Sometimes.
Mr.  P assman. Th ey  do n' t let  you  op era te indefin itely with red  figures; do they?
Mr. Mills . No t very long.
Mr. P assman. I t  is all  placed  in the cost s and passe d alo ng  t o the var iou s customers.
Now let me make the  po in t:  Our  g enero sity is def init ely  pr ic ing us ou t of  the world  ma rke t. L et ’s take s teel as jus t one  exam ple.  I t  is an tic ­ipate d now th a t in 3 years  th e Japa ne se  will be la rg er  producers  of steel th an  the  Uni ted Sta tes . They have no iron ore  in  Ja pa n.  Th ey  have  to  go  abroad . Th ey  bu y the  i ron ore an d the  sc rap ir o n ; the y p ay  the freigh t all the  way to Ja pan ; the y process it ; they  p ay  t he  f re ig ht  an d the du ty  bac k to the Un ite d St ates ; an d mo st all of  it  in st ai n­less steel, they  can  sell it  $35 a to n cheap er th an  w’e c an  b uy  it  fro m Pi tts bu rg h.
We h ave  ju st  pri ced  ourselve s ou t of  the wor ld  marke t.
M hy ca n’t you  people th ink in ter ms of  investments  in the  Uni ted St ates  inste ad  of  inv estments  ab road  ?
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EARNED SURPLUS

Mr. Mills. I t is the  will of Congress th at this program be under­
taken. L ast year, Mr. Chairman, we had a total income of $29 million, 
expenses of only $2.9 million, resulting in an earned surplus  of $26 
million. Claims were only $700,000.

Mr. Passman. If  you have such a successful operat ion, why don’t 
you use tha t surplus instead of asking this committee for more money ?

Mr. Mills. Because our contingent l iabilities  will, for some fu rther 
years, require a larger reserve than can be b uilt up solely from our 
earnings.

Mr. Passman. You answered the question for thright ly earlier, tha t 
this  legislation, practically all of it  is draf ted downtown bv the bureau­
crats. Most of these ideas are thought up downtown and submitted to 
the Congress. I am not overly impressed when you say the Congress 
passed it. Sure the Congress passed it, with  the urging of the  executive 
branch, as you stated  in the opening of the hearing.

PROTECTION OF TH E SMALL BUSINESSMAN

Mr. Mills. The small businessman looks to us, Mr. Chairman, to 
make prompt payment to him-----

Mr. Passman. What small businessman, and where ?
Mr. Mills. L ast year 86 percent of the investment projects assisted 

involved companies tha t had purchased less than $5 million of in sur­
ance each.

Mr. P assman. When did you st art  thinking  of $5 million as being a 
small investment?

Mr. Mills. In  certain industries it is a very small investment.
Mr. Passman. Don’t you think if we turned  them loose and let the 

businessmen work out thei r own problems they would get along bet ter 
than to have too much Government interference?

Mr. Mills. Unfortuna tely, Mr. Chairman, when I see who the 
American businessman competes with abroad—he competes agains t 
the companies of other developed countries whose governments are 
assisting their  nationals, and we are t ryin g to provide adequate incen­
tives for U.S. companies to invest.

Mr. Passman. I f we don’t stop g iving our wealth away to foreign 
nations and getting ourselves out on a limb by guaran teeing  a lo t of  
these investments, the balance of payments situation is going to get 
worse. You know and I know when you guaran tee these investments 
the businessman isn’t quite as cautious about where he is making these 
investments and the type of investments he makes.

Mr. Mills. The businessman in my experience, Mr. Chairman, is a 
cautious man and he does not invest if he thinks he is going to lose 
money or be expropriated.

Mr. Passman. He can’t  lose money. You guarantee him against 
losses.

Mr. Mills. The investors have a grea t deal to lose themselves be­
cause, in addition to their bearing  all of the commercial risk, we require 
in large or sensitive projects tha t they co-insure and carry  some of
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the political risk themselves. This is a very critical point t hat  we have insisted upon in OPIC's operation of these programs; to make sure the U.S. investor has a substantia l stake in the enterprise.Mr. Passman. To say the least, the  A ID program as such is a new concept in foreign policy. I t really came into being in 1947.Mr. Mills. I believe tha t is correct.
Mr. Passman. And prior  to 1947 private industry  and pr ivate  bank­ing would seek out the places where they wanted to make their invest­ments without any U.S. Government interference, wouldn’t they, in the main?
Mr. Mills. In the main, and today we now have 12 other developed nations  having similar insurance and financing programs as we do.

TOTAL FOREIGN AID

Mr. Passman. Tha t is saying two wrongs make a right . So many times you attempt to prove your point by saying someone else is doing the  same th ing.
I am just a fraid  tha t somewhere along the way we are going to have to come out  of these clouds and look at these programs realistically.I wouldn’t worry too much if we had a good technical aid program because, if you teach people our techniques, they will find a way to employ them. You thought the total foreign aid requested in the budget was $4 billion when it  was $13,500 million. It  kind of shocked you, didn’t it, Mr. President?
Mr. Mills. Tha t is a particu larly  large amount.
Mr. Passman. Io n  though t it was about $4 billion and it was over three times tha t amount and you are a p art  of the aid program. You come within this broad scope of the 27 spigots of foreign aid and you are a fine businessman, but you didn ’t know enough about it to get anywhere near the grand to tal. This is not a reprimand of a bri lliant man like you, but I would have thought you people would have done your homework and that  you would have known just as much about the all-inclusive figure as I  would.
Mr. Mills. I am only responsible for my small area and in this  area we think  we are making a substantial and positive contribution  to the U.S. economy.
Mr. P assman. I am only responsible in my area too, bu t one is cer­tainly related to the other, is it  not? Could you possibly opera te here without actually knowing how the Exp ort- Imp ort Bank, the Inte r- American Development Bank, the Asian Development Bank, and the International Development Association operates? Don’t you think you should know something about thei r operation so as to see whether  or not there is any conflict or whether there is any duplication?I  say this respectfully. I am not quarreling w ith you, but it shocks me to find tha t you have one spigot of this vast foreign aid program and yet. you don't know that you have all these others operating more or less in the same field.

FISCAL TEAR 19 72 LOANS

Now, what are your  total loans going  to be in fiscal year 1972 ? W hat is your estimate of actual loans ?
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Mr. Mi tts . We have made-----
Mr. Passman. I am talking about what you estimate you will make in 

fiscal year 1972.
Mr. Mills. Of our d irect loans, or private loans we will guarantee?
Mr. Passman. Directly.
Mr. Mills. We estimate approximately $30 million, although tha t is 

obviously subject to change depending upon the number of investment 
financing applications received.

Mr. Passman. You are going to  make $30 million in loans in fiscal 
year 1972. Who will you make these loans to?

Mr. Mills. Prima rily  to projects in which American businessmen are 
substantially involved.

Mr. Passman. In what countries?
Mr. Mills. There are no specific contracts signed as of this moment; 

all we have are prelim inary indications of investor interest.
Mr. Passman. Of course you are brand new in business. You have 

only been in business since Jan uary but could you give us an idea of 
where you are going to make the $30 million in loans? What countries?

Mr. Mills. Some of the areas we are  considering—as I  said, we are 
considering some of these loans for intermediate investment companies 
who would make them in turn to smaller businessmen. ,

Mr. Passman. You are giving me a “pie-in-the-sky” estimate. You 
are t rying to use $30 million we don 't have. We have to borrow it for 
you. Do you have any countries you can name ?

Mr. Mills. For instance, P ICA operates in several countries in Asia. 
Th at is one of the  in termedia te credit-----

Mr. Passman. Asia is a big spot. Where in Asia ?
Mr. Mills. They are located in Japa n, but they operate throughout 

Asia.
Mr. P assman. I  know, but what a re they going to do? What do you 

anticipate will be your loans ?
Mr. Mills. PIC A has indicated an inte rest in a $2 million loan they 

in turn would make a $50,000 loan or a $100,000 loan-----
Mr. Passman. Wh at a mess you are going to get us in to with tha t 

kind of operation.
Everyone th at gets $50,000 will be in fo r a million next time.
Now, who are these people? Let ’s describe their operation.
Mr. Mills. The Private Inves tment Corp, for  Asia ?
Mr. Passman. This operation you just named ?
Mr. Mills. PIC A.
Mr. Passman. Who are they ?
Mr. Mills. It  is the Private Investment Corporation fo r Asia.
Mr. Passman. P rivate  Investment Corpora tion of Asia. Wh at are

they capitalized  for?
Mr. Mills. I don’t have th at figure, Mr. Chairman. It  is still a pre li­

minary indication of interes t on their part .
Mr. Passman. What is thei r total  capital account now? That is a 

brand new one.
Mr. Mills. PIC A is a private group.
Mr. Passman. Who are the officers? Let’s pin  this one outfit down. 

Who are they ?
Mr. Mills. They were elected by the board of d irectors of P ICA .
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Mr. P assman. I  have never met a nicer fellow than you and please forgive me for trying to make a case because it may be t ha t you will agree with me that  this t hing  ough t to be abolished before it gets too big. Do you know who the officers are in this outfit ?
Mr. Mills. I will have to supply those for the record.Mr. Passman. Well, you are asking for $30 million ?
Mr. Mills. We are not asking for $30 million.
Mr. Passman. I am talking  about for this program. You are going to make loans of $30 million and this is one littl e piece of it.How long have they been in business?
Mr. Mills. They have been in business for  about 2 years, Mr. Chair­man.
Mr. Passman. How long, Mr. Director?  Have they been making loans out of Federal funds or out of private funds  ?
Mr. Mills. Pr ivate funds.
Mr. P assman. And they got along all r igh t too, didn't  they? Didn 't they get along all right before you got into it ?
Mr. Mills. They are trying to get underway and make some loans, Mr. Chairman.
Mr. Passman. It doesn't take that long to get underway, does it? Let's pin this thing down. How long has th is outfit been in business?Mr. M ills. About 2 years ; I don’t have the exact time. But I can supply that.
Mr. P assman. What have they been doing during the past several years ? Making loans and making a profit on those loans ?
Mr. Mills. They have been reviewing and authorizing  projects since being formed about 2 years ago.
Mr. Passman. Then why do we have to get into it with U.S. Gov­ernment-borrowed funds?
Mr. Mills. One of the  purposes of this Direc t Investment Fund is to assist these intermediary investment companies which are helping establish productive, private business.
Mr. Passman. They were doing tha t before you got into it.Mr. Mills. They specifically came to us and requested a long-term loan.
Mr. P  assman. Sure they  came to you. A lot of others are coming, as easy as these funds are to get. Sure they are going to come.Now, what is your proposed loan to them ?
Mr. Mills. We are considering a $2 million loan.
Mr. P assman. Now, from tha t $2 million loan, how many loans are they going to make, would you say ?
Mr. Mills. I have no idea. We would approve the initial loan to PIC’A and monitor PICA ’s operations to assure their continued fi­nancial stability.  We would require tha t loan proceeds be spent in the United States or other LDC ’s.
Mr. Passman. You are fami liar with the Nixon policy. They no longer have to t ie this into U.S. procurement. You are fami liar with that  ?
Mr. Mills. I  am familiar with i t but in this p articular loan proposal we are specifically requir ing tha t at least hal f the loan proceeds be spent in the United States.
Mr. P assman. If  you have veto over the  Presiden t, that  is all right with me.
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Now, let’s go ahead.
Mr. Mills. This is agreeable to PICA  and we ta lked to them at 

length  about this.
Mr. Passman. The chances are they won’t have to pay it  back, so 

why shouldn’t they come in ?
Now, what is the capita l structure of PIC A ?
Mr. Mills. I  don’t happen to have it  wi th me, but I will be pleased 

to supply it.
Mr. Passman. I  know you will but some of these supporting  wit­

nesses must know something about it. You have them down for a $2 
million loan. To me tha t is a lot of money.

Mr. Mills. This is simply a project in process of being analyzed.
Mr. Passman. Are they opera ting as a part of the free enterprise 

system? I s it a p rivate loan-making organization?
Mr. Mills. I t is a private loan-making organization and they lend 

at commercial rates.
Mr. Passman. They try to make a profit, don’t they ?
Mr. Mills. That is correct.
Mr. P assman. Why don’t you leave them alone and let them pursue 

it like they always have until we can get our economy under control 
because, Mr. Presiden t, from little  acorns big trees grow. I have seen 
these things branch out.

Now, you are going to operate in Asia, are you not ?
Mr. Mu jls. We are going to operate in Asia, and an excellent wav 

to operate in Asia is th rough private investment companies such as 
PICA.

Mr. Passman. Are they going to operate in Asia ?
Mr. Mills. They will operate in Asia with p rivate corporations and 

we are considering lending to them so we have the full security of 
PICA.

Mr. Passman. Mr. Director, out of 4,416 foreign aid projects scat­
tered in 99 nations and four territories  o f the world, not one foreign 
aid project of any kind, shape, or fashion has been canceled under any 
of the Presidential freeze orders. Do you realize r ight here in our own 
country you can’t get a direct loan from the Small Business Adm in­
istration. There are but two types of loans they will look at. One is 
tha t the  bank will furnish all the money and they will guarantee up to 
90 percent of the loan, and two is th at the bank participate and put up 
25 percent of the loan. You t ry  to get a direct loan from them and it is 
impossible. But here you have a brand  new agency and will scatter 
money all over the world. T his is just  a li ttle bit, this  $30 million, of 
the total $13.5 billion for foreign aid, and to think  we are depriving 
our own people in this country of loan funds.

FIS CA L YEAR 1972  BUDGET REQUEST

Now, tha t is $2 million. Let's get into the other  $28 million.
Mr. Roybal. Mr. Chairman, I thought they were asking for $25 

million.
Mr. Mills. W hat we a re requesting is $25 million for reserves. We 

originally had in the  budget a request fo r $20 million additional capi­
talization to be used for the  Direct Investment Fund. Upon reviewing 
the program, we decided to defer the request because we did not need 
it a t this  time.
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What the chairman is ta lking about, is tha t OPIC has a capitaliza­tion of $40 million which was to be put  into a fund called the Direct Investment Fund.  The reason we deferred the $20 million request 
for tha t fund was because we have not committed any of the $40 million and I did not feel we should spend it until  we had worthwhile projects. We are looking at a number of project proposals, most of them are expressions of investor interest and have not reached formal application  stage. No final decisions have been made on any proposals and that  is the reason why we deferred tha t $20 million "request for this year. If we spend more on good projects which we think are worthwhile, then we will come back next year for more. The Congress originally was asked to give the Corporation a capitalization of $100 million. It may take us several years to get there. As a prudent busi­nessman, I  do not want to rush into these projects without knowing a great deal about  them and without having a chance to make sure tha t we make sound loans.

capital fund provided and not used

Mr. P assman. Let’s get the record st raigh t. Money was authorized you d idn’t need. We gave you $20 million in 1970 and $20 million in 1971 from trans fers out of the AID  Agency into your account, d id wo not ?
Mr. Dickerson. Yes.
Mr. P assman. It  was not a direct appropria tion, but it came out of the AID  Agency?
Mr. Mills. Out of the re-flows of princ ipal and interes t paid on previous AID development loans.
Mr. Passman. I don't know what you mean by “re-flows.” I t came out of the AID Agency, did it not ?
Mr. Mills. These are repayments on loans th at  had been made pre­viously by AID  and were being repaid  to AID. A portion of these funds totaling $40 million were appropriated as capital  of the Corpo­ration. This capital in tur n is to  be reused by OPIC  fo r making  addi ­tional loans on competitive terms under the direct investment-----Mr. P assman. Mr. Director, you are  not answering my question. Is it not correct tha t this committee, sup portin g A ID ’S request, made it possible for A ID to provide you with $40 million in capital  ? Twenty million dollars in fiscal year 1970 and $20 in fiscal year 1971?
Mr. Mills. That  is correct.
Mr. Passman. You had no use for the $20 million and t ha t is why you canceled it?
Mr. Mills. It  was a prudent business judgment.
Mr. P assman. Every  one of these things might be, but the fact is tha t you had no need for it, is that correct ?
Mr. Mills. There were several reasons. For instance, OP IC has only been established-----
Mr. P assman. Let's make a positive record. You had no legitimate need fo r this money and therefore you asked that  $20 million be de­leted, is tha t correct ?
Air. Mills. Mr. Chairman, OPIC has only been established for 3 months.
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Mr. Passman. I know, and to sit here and talk  to yon, you would 
think you had been in business for 20 years.

The fact is th at the request was a wild guess and in excess of your 
needs in fiscal year 1970 and fiscal year 1971 ?

Mr. Mills. No. I feel because of the delays that were caused by 
OPIC not being created unt il January  1971-----

Mr. P assman. Well, isn’t tha t the same difference, Mr. Directo r, 
tha t you were not prepared to utilize it  ?

Mr. Mills. It  was a combination of factors. I t was due to the fact 
tha t business turned down last year-----

Mr. P assman. Let’s say you have 50 factors. Nevertheless, the u lti­
mate answer is tha t you had no legitimate use for  the $40 million pro­
vided and herefore the add itional $20 million was cut back.

Mr. Mills. There were no projects which we felt were ready for 
approval, so we didn’t commit the money.

Mr. Passman. I am not tryi ng to put  words in your mouth, but I 
say the ultimate answer is th at you could not employ the $40 million in 
keeping with the guidelines you are following?

Mr. Mills. Prudently .
Mr. P assman. What is the difference ? A re you going to give me an 

answer? You don’t need it, do you ?
Mr. Mills. We certainly needed capital for  OPIC.
Air. P assman. Why did you cut it back if  you needed it then ?
Mr. Mills. We d idn’t cut back the existing $40 million of capital. 

Much of tha t will possibly be used next year . We cut out  the o riginal 
budget request fo r an additional $20 million.

Mr. P assman. It  is because you d idn’t need the funds tha t you did 
that?

Mr. Mills. I  thought i t was prudent-----
Mr. P assman. It  may have been super-duper-prudent, but  you 

didn ’t need it ?
Mr. Mills. I d idn’t think  we could spend it wisely.
Mr. P assman. Don’t make it so hard  to work for an answer. I  am 

not in love with this program. I know th is is a  duplication  of other 
programs tha t performed the same func tion until you people got in­
volved in it. We kep t thi s darned thing  under control for 15 years. As 
we said earlier, and you verified, tha t one year you came in and asked 
for $180 million and we gave you $30 million and you were still over- 
funded.

unrestricted aid

If  I recall correctly, the President ’s message of September 15 indi­
cated th at he was going to eliminate the  tyin g restrictions on procure­
ment of goods. Are you familiar  with the President’s message ?

Mr. Mills. I am, Mr. Chairman.
Mr. Passman. Has he reversed himself and rescinded tha t state­

ment or is your operation the exception ?
Mr. Mills. No, to my knowledge he has not reversed himsel f.

POSSIBL E LOANS IN  FIS CA L YEAR 19 7 2

Mr. P assman. You can visualize that this priva te, profitmaking 
little outfit over in Jap an  was operating nicely until  they found out

60- 208— 71—pt.  1------39



608

they  cou ld get money from Uncle  Sam, and now the y are  going  to  ge t a $2 millio n loan  and you do n’t know  an ythi ng  about it  and I  know less.
Now , how about the othe r $28 millio n? Can you  nam e some of  the  places  where  it m ay go  ?
Mr . M ills . We hav e rece ived a pro posal  fo r a p ro ject  in Ind onesia.Mr . P assman. Wha t is the na me o f the  compan y ?
Mr . M ills . Uni ted  Coco nut.
Mr. P assman. Is  th at  a pr ivate c ompany o pe ra tin g fo r a p rof it i n the pr iv at e sector?
Mr. M ills. Yes; it is.
Mr . P assman. A U.S . firm  ?
Mr.  Mills. Yes, Mr.  Ch air ma n.
Mr.  P assman. How long ha ve they  been  in  bus iness?
ATr. Mills . I do n ot  know exa ctly .
Mr.  P assman. Wh at  is the  loan you are m ak ing to  them  ?
Mr. M ills . The  loan req ues t is a bout $400,000.
Mr. P assman. Wh at  are  they goin g to  do w ith  the  $400,000 ?
Mr. M ills. To dry a nd  process coconuts.
Mr . P assman. Have  they  been ope ra tin g in  previou s years ?
Mr. M ills. I f  the y did  no t have  the experience? were no t expe rien ced  businessmen  in the  coco nut business , Mr . Ch airm an , we wou ld no t make th e loan .
Mr. P assman. H ow lon g have t hey been in busines s? W ha t is th ei r capit al ? Who are th e officers ?
Mr.  Mills . I d o not have th at  inf ormat ion wi th me.
Mr. P assman. Wh at  is the  pa re nt  com pan y i n Am erica  ?
Mr. M ills . Th at  in form ation  I  do n’t hav e.
Mr . P assman. All r ight , w ha t is the ne xt  one ?
Mr. Mills . W e have received a proposa l fo r a projec t in Eth iopi a fo r dai ry  an d livestock p rod uct ion .
Mr. P assman. How long hav e they been in bu siness?
Air. M ills. Th at  is fo r an e stima ted  $300,000.
Mr. P assman. H ow long have th ey  been in business ?
Mr . Mills . Aly figures do n’t show.
Mr . P assman. We  hav e to  get  some inform at ion.  You are  ask ing  

th is  comm ittee  to ap pr op riate money . You are a fine man bu t we are  elec ted to re prese nt 206 mi llio n Amer ican s. W e a re t he ir  spokesm en, we are th ei r voice an d the y expect us, you un de rst an d,  to  find ou t where th is  n ioney  i s goin g because th ey  don ’t  l ike  th is  defic it fin ancin g; the y don’t like th is publi c debt.  Now, is th is an Am eri can fir m ?
Air. AIills . Our  gen era l pol icy  on ind ivi du al projec t len din g is to lend to pro jec ts where there is s ub sta nt ial  Am erican  pa rti cipa tio n.
Air. P assman. I f  you are go ing  to get  t he  money we hav e to  know where it is  going .
We  hav e covered ab out $2,700,000. Who  is the  next  one?
Air. AIilijs. A DELA, which  is anoth er pr ivat e in ter me dia te  financ­in g ins tit ut ion,  ha s req ues ted  a loan .
Air. P assman. Op erat in g as banker s?
Air. AIills . As investme nt ba nkers  in L at in  America.
Air. P assman. Wha t countrie s?
Air. AIills. Thr ou gh ou t the  C aribbean and Lat in  America .
Air. P assman. Th at  is fre e en ter pr ise  ?
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Mr. Mills. That is free enterprise.
Mr. Passman. Is it going to be banking or what is it ?
Mr. Mills. They lend in turn to smaller projects.
Mr. Passman. In  other words they act like little loan companies 

around the corner who can charge 3.5 percent a month. What is the  
interest  rate to these small borrowers ?

Mr. Mills. The purpose is to assist p rivate enterprise ob tain loans 
tha t are not at excessive interest rates.

Mr. Passman. The interes t rates in Lat in America are 2.5 times 
what they are in the States. Some of the building and loans pay up 
to 18 percent to their  borrowers.

Mr. Mills. In certain countries.
Mr. Passman. Yes. Let’s ge t this down. I want to know what pot 

they are going to operate in. What is the amount ?
Mr. Mills. They may request between $2 and $4 million.
Mr. Passman. A pretty broad  gap there, isn’t it ?
Mr. Mills. Yes, sir, it is a prelim inary estimate-----
Mr. Passman. Who are these people? What is the name of the 

company ?
Mr. Mills. ADEL A.
Mr. Passman. What is it  an abbreviation for?
Mr. Dickerson. The Atlantic Development Company for Latin 

America.
Mr. Passman. When did they go into business?
Mr. Mills. They have been in business for a number of years.
Mr. P assman. Operat ing successfully ?
Mr. Mills. Operat ing successfully.
Mr. P assman. Doing the same thing with th eir own capital th at they 

will do with U.S. capital ?
Mr. Mills. As does PICA  in East  Asia.
Mr. P assman. They have been doing what Uncle Sam now wants to 

do fo r them ?
Mr. Mills. They have been trying to raise additional long-term 

capita l so they can continue to help private  industry.
Mr. P assman. Now they are going to get capital that we are going 

to borrow for them. Is it going to replace what they have been doing 
with the ir own capital ?

Mr. Mills. No; i t is long-term capital which they have advised us 
they cannot obtain elsewhere.

Mr. P assman. What  were they capitalized for or iginally  ?
Mr. Mills. I  do not have the figure. It  is a la rge corporation.
Mr. Passman. Some of your supporting witnesses might have that. 

So far you haven’t told us anyth ing about these projects other  than 
tha t they are in the making.

Mr. Mills. As an ex-investment, banker, I can assure you when these 
companies make a formal loan application we look very careful ly at 
them.

Mr. Passman. I  would expect t hat  but tha t doesn’t satisfy us. We 
want to know what they are.

You are bound to have some information on them. Don’t ask us to 
give you this money on blind fa ith.

Mr. Mills. Thei r issued capital stock is approximate ly $51 million.
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Mr. P assman. H ow much do they want from you, from $2 million 
to $4 million?

Mr. Mills. Th at is what they  have indicated to us, Mr. Chairman. 
Mr. Passman. Now, isn’t tha t really something? You are going to 

get those people accustomed to this easy money. In  all probabi lity you will foul up their operation.
Mr. M ills. This is not  easy money. This is being lent by us on com­petitive terms.
Mr. Passman. I am very fami liar with how A ID money operates 

and I have my righ t to interpret  the  type of loans usually made and 
you have a r ight to place your interpreta tion on them. You said they 
are capitalized a t $50 million ?

Mr. Mills. That is correct.
Mr. P assman. How long have they been in business ?
Air. Mills. They have  a 6-year summary here, so they have been in business at least 6 years.
Mr. Passman. I t is too bad you can’t leave them alone.
Now, you have accounted for about $3.7 million.
Mr. Roybal. It  is very hard  to understand how a company that  is 

worth  $50 million to begin with does not know whether they need or 
they want $2, $3 or $4 million. When are they going to make up 
their minds as to what  they want? Do they want $2 million or do they 
want $4 million?

Air. Mills. As I understand this particular request, discussion began 
approximately a year ago when interest rates  were very high and busi­
ness was turn ing  down. Business in Lat in America has changed. I 
thin k the  request was origina lly for four and it may have been scaled 
down to two. We are reviewing this  to see what the real needs for this 
money are and what the money will be used for.

Our review process takes into consideration many factors and this 
request has been under consideration for some time.

I think the record shows we were considering this loan last year, 
Air. Chairman.

Air. Passman. Aren’t you an investment banker ?
Mr. AIills. I was an investment banker.
Mr. P assman. If  a company is worth $51 million, I  wouldn’t think 

they would have to come to one of the spigots of U.S. fore ign aid to get 
$2 million or $4 million. They could s tep out and get all the money 
they need.

Why does your government and my government have to get in­
volved in everyth ing everywhere all over the world. Air. President? 
With tha t kind of capitalization, these people could borrow all the 
money they wanted to.

I don’t know why you people have to get into it . I  am wi lling to go 
along with some of the banks and loan funds, but  we are getting so 
many of these loan accounts set up tha t we will never be able to control 
them.

Some day you will know how much they need. Now, what is the next 
one?

Air. AIills. We have received a proposal for a project in Ghana for 
inland cold storage for freezers, set ting up a freezing plan t there for 
$1,125,000.
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Mr. Passman. In  Ghana ?
Mr. Mills. Yes.
Mr. Passman. I think in our to tal aid we have had under the AID 

agency various types of projects in Ghana, under the long-term de­
velopment program and they make gran ts and loans for the same 
thing , don’t they ?

Air. Mills. N ot for  the same thing. They now make govermnent-to- 
government loans. We make it only to priva te concerns.

Mr. P assman. Now, you are going over in Ghana proposing to make 
a $1.12 million loan ?

Air. Mills. Potent ially,  yes.
Mr. P assman. Tha t is for cold storage ?
Mr. Mills. Tha t is what is proposed.
Mr. P assman. And do you realize that the same man down in Cali­

forn ia th at wants the same amount of money from the Small Business 
Administration to put in the same type o f installation, couldn’t even 
get an applicat ion to file for it. Do you realize that ?

Mr. Mills. I und erstand the program-----
Mr. Passman. You haven’t answered my question, Air. President. 

Do you realize this same man in Califo rnia or  in Louisiana could apply 
to the Small Business Administration for a $1.12 million loan to do the 
same thing and they won’t  even give him an applica tion to file.

Air. AIills. I don’t know what the policies of the Small Business 
Administration are.

Mr. Passman. I am making a statement of fact. This  is supposed 
to help small business in th is country and they can’t get a nickel. I ’m 
sure tha t you know that. It  is like tryin g to pull teeth.

Is this cold storage plant going to be operated  in Ghana by Ameri­
cans?

Mr. AIills. By Americans.
Air. Passman. In  Ghana?
Air. AIills. Yes, sir.
Air. P assman. Wh at a strange thing tha t is going to be. An Amer­

ican businessman is going to be t ransplanted to Ghana to set up a 
cold storage plant.  W hat  is he going to do with it?

Air. Mills. They are going to freeze food.
Air. Passman. Next. Let’s move along.
Air. Mills. The next potent ial one we have is a proposal for an 

investment in olive product ion in Morocco.
Air. Passman. Olive production in Alorocco. Now tha t is also an 

American company organizing to process olives. How much do they 
want?

Mr. AIills. They have indica ted need fo r a loan of about $1 million.
Air. Passman. Who are these people ?
Air. Mills. I t is Early  Califo rnia Foods Corporation.
Air. Passman. Are they brand new in business ?
Air. AIills. Air. Chairman, all of these requests we review very care­

fully. They must be experienced businessmen.
Air. P assman. I know you review it  very carefully , but you haven’t 

answered my question. Are they new in business or is it an old 
company ?
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Mr. Mills. I, as a prudent businessman, would not lend them any money unless they had a proven management record and proven profitability.
Mr. P  assman. That is terrific. I am a prudent businessman, too, in the eyes of some people, but I  still want to know how long they have been in business and if you know whether or not they could succeed in processing olives in Morocco. My Government has to borrow this money you people are going to pass out.
Mr. Mills. If  I felt they could not operate and make a profit, I would not make them a loan.

SCREENING  OF LOAN REQUESTS

Mr. P assman. I know that, but I want the proof, Mr. President. You are asking this committee to  give you money. How long have they been in business ? Does anybody know ?
Mr. Mills. I would insist upon having the same proof you are suggesting before I approved any project. I assure you, Mr. Cha ir­man, before any of these projects are approved, all this information is known.
Mr. P assman. Let me tell you something now as a prudent business­man. If  you operate a corner filling station with two attendants  and operate it on a cash basis, those two attendants would have to make 60 percent of all the decisions.
We have gone around the world. How are you going to be able to know about all this? Aren’t you going to have to depend on vour subordinates?
Mr. Mills. We will have people who go out to the field to assess each project.
Mr. P assman. You put  your initial s on things. You can’t go into all these countries and inspect these projects and go into the record as to who these people are, what thei r capita l is, and what thei r back­ground is. You just couldn’t do it.
Mr. Mills. All our projects first of all are screened by our loan officers.
Mr. P assman. By subordinates?
Mr. Mills. And then they come to the investment committee, of which I  am a member, and we personally review every project-----Mr. P assman. Am I correct in saying they are subordinates?
Mr. Mills. Not only do I screen it and approve i t, bu t every financ­ing project now comes before the board of directors of our corpora­tion. This is one of the requirements.
Mr. P assman. You are stressing a board of directors. These people are just more bureaucrats  like we are, working for  the Government, are they not ?
Mr. Mills.. No; the re are six priva te members on our board.
Mr. P assman. Private men, and they run the ir own businesses?
Mr. Mills. They run the ir own businesses and ask exactly the same sort of questions that you do.
Mr. P assman. When you come in administering this  kind of money, you work on it full time. Are these some of these honorary members tha t you bring in to approve what you put down ?
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Mr. Mills. They ask exactly the same kind of questions you do and 
much harde r questions, Mr. Chairman.

Mr. P assman. You have covered the  world and it comes righ t back 
to th is, th at you rely upon your subordinates as to whether these pro­
jects are good or bad, don’t you ?

Mr. M ills. I rely upon subordinates to accumulate the facts.
Mr. Passman. How do you know they are  facts  if  you haven’t been out there to see ?
Mr. Mills. Fo r instance, we require audits and  I presume the  audits 

are correct.
Mr. Passman. You haven’t answered one of my questions in the 

affirmative. You have covered the entire  ball park. You know where 
these people are going to be. You don’t know how long they have 
been in business; you don’t  know what the ir capital is; you don’t know 
whether they have operated at a profit in the past.

Mr. Mills. All of this information we obtain and put  into a very 
detailed analysis of every projec t which answers your points, and why-----

Mr. Passman. H ow could you have all tha t when you only went 
into business in Janu ary  1971, 90 days ago? How long have you been 
with the agency as president ?

Mr. Mills. Only 3 months, but the staff has been-----
Mr. Passman. You really got on top o f this thin g in a hurry.
Mr. Mills. But some of my staff have been here for several years.
Mr. Passman. Now you have answered my question. You do look 

to the former staff ?
Mr. Mills. They accumulate the information for me.

POSSIBLE LOAN PROJECT

Mr. P assman. Wliat is the next one?
Mr. Mills. Next is a container plant of St. Regis Pap er Co. in 

Nicaragua for $1 million. On this one I personally have had some 
prelim inary discussions.

Mr. Passman. You mean you haven’t had preliminary discussions 
on the others ?

Mr. Mills. This is in a more advanced stage.
Mr. Passman. More in the advanced preliminary stage ?
Mr. Mills. A more advanced stage.
Mr. Passman. I gained the impression you were on top of al l this . 

Now we get down to the best one you have and it is only in the pre­
liminary stage. You gave us a good answer. What are they going 
to do?

Mr. Mills. They are going to bu ild a conta iner p lant to make boxes 
and cardboard liners. This will result in $40 million o f exports from 
the United States.

Mr. Passman. How much do they want?
Mr. Mills. They are considering asking for $1 million.
Mr. Passman. Where are th ey going to ge t the other capital ?
Mr. Mills. In  all these projects, Mr. Chairman, I want to em­

phasize tha t the investor has a grea t deal at risk. We don’t supply  
all the money.
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Mr. Passman. These people are big enough where they are going 
to handle $40 million of exports from the United States?

Mr. Mills. These are exports from the Un ited States to Nicaragua.
Mr. P assman. Is it  true  it  takes $2.10 in capita l to  handle a  do llar’s 

worth of exports or imports in that business?
Air. Mills. I have no figures on that.
Air. P assman. I f tha t be true, then it would have to be capitalized 

at $80 million to be able-----
Mr. AIills. This is over a 10-year period that  they estimate the $40 

million of exports.
Air. Passman. Tha t is an estimate. How much per year ?
Air. AIills. $4 million per year.
Air. Passman. What is their capital, Mr. Director ?
Air. AIills. The total capital  of this corporat ion will be roughly 

$2.5 million.
Air. Passman. H ow much do they have now paid in ?
Air. Mills. They have approximately paid in about $1 million.
AU. Passman. Is it a brand new firm ?
Air. AIills. I t is a firm they have taken over.
Mr. Passman. They are going to continue the same packing 

operation ?
Air. AIills. They are going to put  in new equipment and bring in 

new management.
Mr. P assman. I  am talking about the commodity. Is it going to be 

the same?
Air. AIills. The commodity is going to be the same.
Air. Passman. Where is the proof this  one is going to succeed if 

the old one failed ?
Air. AIills. The answer is, Air. Chairman, in what you ask so 

wisely, is the  management of the company; what is their experience? 
Do thev have a record of success ?

Air. Passman. Did you make a loan to the older company ?
Air. Mills. No ; we did not.
Mr. Passman. Why don’t you let these people move in on their 

own, make a success, and then look at it ?
I  have heard these old stories before. “He failed bu t I  won’t.” Then 

he would fail and another one would come in.
Air. AIills. On this part icular projec t we are requesting that  our 

loan be guaranteed, so that we are t akin g the prudent-----
Air. Passman. Guaranteed by whom ?
Air. Mills. By a Nicaraguan bank.
Air. Passman. I  thought you were doing the guaran teeing  rather 

than having  others guarantee?
Air. AIills. We are, but we are requesting guarantees and additional 

security under certain circumstances.
Mr. P assman. Now, you and I  are  going to be good friends. We are 

both out of the f ree enterprise sector. You have to give 9ome kind of 
answers. You haven’t had an opportunity  to analyze any of these 
loans properly because I  happen to  be on the board of directors of a 
bank and I  know how long it takes to analyze an application involving 
even $25,000, much less a million dollars.
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Now, wh at  is the  nex t one ?
Mr. Mills. I  sim ply  wa nte d to rea ssu re you , Mr . Cha irm an , th a t 

wh at  I  am tryin g to say is th a t we are taki ng  ve ry g re at  care .
Mr. P assman . All th e ta lk  abou t op erat ing on a pr ud en t bas is—I  

have been he ar ing th a t eve r since  I  have  been  on th is  com mit tee  fo r 
19 y ears an d it  doe sn’t wo rk ou t th a t way . I f  yours does, it  wi ll be 
the exc eption.

Mr. M ills. We hop e we can exercise------
Mr. P assman . L et ’s ge t dow n to the fac ts of  life. Yo u hope  an d I  

hope too.
W ha t is th e ne xt  one ?

PAK ISTA N INDUSTRIAL CREDIT AND INVE STMENT CORP.

Mr. M ills . We  have  receive d an  indica tio n of  in terest  fro m th e 
Pa ki stan  In du st ri al  Cr ed it an d Inve stm en t Corp. A req ues t fo r $4 
mil lion .

Mr. P assman . Is thi s com pan y a lre ad y in busine ss ?
Mr. Mills. This  is an  indu st ria l bank w hich is in  busine ss.
Mr. P assman. Op erat in g in  the  fre e en terp ris e sec tor  ?
Mr. Mills . Yes.
Mr. P assman. W hat  is thei r ca pi ta l ?
M r Mill s. I  don’t hav e th a t fig ure  wit h me, Mr. C ha irm an .
Mr . P assman . Are  you  going  to  fu rn ish all  the ca pi ta l or  is it  a 

go ing  business a t th is  tim e ?
Mr. Mills. I  ju st  don ’t have th a t in for ma tio n.
Mr. P assman . W ou ld  some of  yo ur  su pp or tin g witnesses have  it? 

We are go ing  to hav e to mark th is  b ill  up  b ase d upon  w ha t you have 
giv en us an d so fa r you haven’t giv en us  eno ugh in fo rm at ion to  get 
you $25. Can  you g et more  inf or mat ion on the  pro jec ts?

Mr. Mills. We would be plea sed  to, Mr. C ha irm an .
Mr.  P assman. Aga in  we are d ea lin g with  Ame ricans i nv estin g U.S.  

money abro ad.  I s i t j us t th at simple ?
Air. M ills. In  t hi s pa rt ic ul ar  case t hi s is a pr iv at e inv est me nt com­

pa ny —th is  w ill probably be owned by pr iv at e peo ple  in  P ak is ta n------
Mr . P assman. A re n’t you  inva ding  A ID  te rr itory  now ?
Air. Mills. No.
Air. P assman. I  t ho ug ht  i t was U.S. inv estors  abro ad. Now  you are  

going  to m ake  loan s to  the P ak is ta ni s ?
Air. AIills . Th e leg isl ati on  pe rm its  O PIC  to  len d to loca l pr iv at e 

bor rowers.
Air. P assman. I I ow m any pro jec ts do you  h ave  g oin g i n Pa ki stan ?
Air. AIills. Th is projec t pro posal  is only a requ est.  No ap pl icat ion 

ha s been received ye t.
Air. P assman. For  how much ?
Air. M ills . $4 mill ion  may  be reques ted.
Air. P assman. You do kno w we have  al read y giv en Pa ki st an  ove r 

$3 bil lion and in th is overa ll AID  bi ll they  ar e go ing  to  ask  fo r an ­
ot he r $100 million.  AVhy do you have  to  p rovid e your  l it tle $4 milli on? 
Do n’t you  thi nk  you cou ld afford  to sta y out? W hy  sh ould we ge t t he  
Uni ted State s involved ? Fr om  li ttl e aco rns  b ig  t ree s grow .
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We held this thing down for years. There has never been an agency tha t exaggerated their needs any more tha n this one and tha t is why we are trying to have a thorough examination.
How many other  applications do you have for  foreign corporations that you will make loans to?

INDUSTRIAL CREDIT INVE STMENT CORP. OF INDIA

Mr. M ills. T think  there is a request, but, not an application, from the Industria l Credit  Investment Corp, o f India .Mr. P assman. How much ?
Mr. Mills. Tha t is another possible $4 million.Mr. P assman. And you know, of course, our aid to Indi a has been in excess of $7 billion and' there is about $200 million in the bill for Ind ia th is year.
Why do you have to get in with this little tidbit?Mr. Mills. Again we are tr ying to help the private  sector and tha t is my job.
Mr. Passman. We have to borrow this money. I know how these people operate. This thing will be a billion dollars in a few years if we don't abolish it.
What kind of company is that  ?
Mr. Mills. Tha t is another indust rial development investment com­pany.
Mr. P assman. In  other words, it is another finance company?Mr. Mills. It  is an intermediate credit institution to help private industry-----
Mr. P assman. I  know what it is to help but it  is another loan agency or bank or something tha t will open up for business to make a profit and people are going to apply to them for loans.
Air. Mills. This is correct and this is one way for  us to get long-term credit to the small businessman.
Mr. P assman. We hear about the small businessman and the under ­privileged poor people. I have listened to tha t until it is about to drive me crazy.
Now, where are these people ? Who are they ?Mr. Mills. In India.
Air. Passman. Do you know who they are ?
Mr. Mills. I  do not have informat ion with me other than what I have given you.
Air. Passman. Tha t simplv means when you set th is up you have to have a disbursing agent  out there ?
Air. Mills. We would have an explicit loan agreement with them and would monitor their  compliance with its terms .
Mr. Passman. You are going to supervise it and evaluate it in Washington?
Air. AItlls. Yes ; this  is what  the IFC  does, Air. Chairman.Air. P assman. I  am ta lkin g about what you do. You are going to make a $4 million loan. Who is going to service that  loan ?Air. Mills. Fi rs t of all, we have their  credit then we have the credit  of that institution .
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Mr. P assman. You mean a priva te institution  is opening up a lend­
ing agency to  make a profit? We are in accord on tha t, aren’t we! 
Are we in accord ? Is  that  the purpose ?

Mr. Mills. They are in business to make a pro fit; yes.
Mr. Passman. They are operat ing in the free enterprise sector?
Mr. Mills. Yes.
Mr. P assman. Who is going to service and supervise th is loan once 

it is made?
Mr. Mills. They themselves supervise and service it.  That is one 

of the reasons we use these intermediate  institutions, so we do not-----
Mr. Passman. What do you mean inte rmediate institu tions ?
Mr. Mills. We do not have an office abroad which, of  course, we are 

not allowed to.
Mr. P assman. You are going to make them a $4 million loan and 

you only have to  look at  the company and if they fail and lose the $4 
million you don’t have to  go out and run down 700 people who may 
have borrowed money from them ?

Mr. Mills. We have their c redit and under them is the  credit of the 
projects.

Mr. Passman. IIow does their credit ra te ?
Mr. Mills. I haven’t  got that info rmation here.
Mr. P assman. You are ju st us ing it  in the abstract, aren’t  you?
Mr. Mills. I  am giving it as an illust ration o f the  kind of projects 

we are considering.
Mr. Passman. I know you have to give some answers and you are 

doing pret ty well. So fa r you have gotten up to $50, and T would give 
you tha t just because you are a nice fellow, when I  have to mark the 
bill up.

We are making loans to American investors abroad. "What other 
loans are you considering ?

international basic economy corporation

Mr. M ilks. We have ta lked with the Internatio nal Basic Economy 
Corporation.

Mr. Passman. Where are  they domiciled ?
Mr. Mills. They are in New York and they are setting  up a sub­

sidiary. They, as you know, invest in Latin  America.
Mr. P assman. I am afraid  I don’t know. Who are they? What is 

their capitalization?
Mr. Mills. I don’t have this. I don’t have their annual repo rt but 

they are  setting up a special subsidiary to invest in  Latin  America-----
Mr. Passman. All that  sounds good for the record, but let ’s ge t it 

down to actual facts.
They are again opera ting in the free enterprise sector. Not for 

charity , but for profit.
Mr. Milks. Th at is true.
Mr. Passman. Where are they capitalized and for how much ?
Mr. Mills. I will have to supply th at for the record, Mr. Chairman.
Mr. Passman. D o you have any information you can offer?
Mr. Dickerson. It  would have to be supplied for the record, Mr. 

Chairman.
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Mr. P assman. How much do you want to let them have ?
Air. Mills. They are talking to us, Mr. Chairman, about $3 million.
Mr. P assman. What are they going to do with it ?
Mr. Mills. This would be a project where we would invest  in com­

panies in Latin  America through IB EC.
Air. Passman. By “ we” you mean the company tha t set up shop to  

make a profit and the United States? They are going to invest money 
we let them have in Latin  America ?

Air. Mills. Again, IBE C would be an intermediate institution 
through which OPIC could work in Latin  America.

Air. P assman. That is what you said. Isn’t tha t the way it operates? 
They are going to borrow U.S. dollars to operate  purely at a profit. 
What kind of loans will they make?

Air. AIills. They haven’t submitted us the request yet, but in this 
par ticu lar case I  believe they intend going to secure thi s money or 
this loan by some assets which they already have in Latin America 
which are very profitable.

Air. P assman. W hat if you find out these people are capi talized for  
20 times what  they are asking you for? Don’t you think you should 
back away from i t ?

Air. AIills. We are requiring them to give us 2 to 1 security.
Air. Passman. Couldn’t they go out on the market and get this 

money ?
You have looked at one th at had capita l of $51 million and they 

want $1 million. You say it is on a 2 to 1 basis. They would have 
to have $2 million to get $1 million?

Mr. AIills. Possibly.
Air. P assman. Don’t you think with $2 million in assets they could 

borrow money from commercial banks ?
Air. AIills. They may be borrowing some shor t term funds, but  they 

have told us they cannot borrow long term funds on reasonable terms, 
Mr. Chairman.

Air. Passman. And they are just try ing  to get in on this easy money ?
Air. AIills. No, Air. Chairman, my money is not easy money. I t is 

loaned at commercial rates.
Air. P assman. You are going to make me suspicious if you keep say­

ing that.
Any other loans abroad ?
Air. AIills. This is the p reliminary list of potential projects.

REQUEST FOR FINAN CIAL STATEMENTS

Air. R oybal. Mr. Chairman,  a t t ha t parti cular point  wouldn’t it be 
proper to ask fo r the  financial s tatements of these companies ?

Air. Passman. Yes, I  believe so. We are startin g off with a little 
agency—and the most permanent th ing in  Washington is a temporary 
agency and the biggest thin g in Washington is an agency tha t star ts 
small.

We want  a financial statement on every firm, where they are domi­
ciled, how long they have been in business, and we are going to have it. 
If  the committee will back me you are not going to get a dime un til 
we have an opportunity to look at the  financial s tructure o f every one
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of these companies. Now, that is what we are asking and you will ap­
preciate it at a later time. We have to  s tar t this agency off right.

Mr. Mills. Mr. Chairman, I think this suggestion is very interest­
ing. These are requests and if we reject the request for some reason, 
I don't want to bother the committee with it.

Mr. Passman. What do you mean “bother the committee?” Listen, 
Mr. Presiden t, you have asked this committee for $30 million.

Mr. Mlls. No, we asked the committee for $25 million of reserves 
to back up our insurance and guarantee program.

Mr. Passman. Whatever you do, you propose to spend 30 million 
U.S. dollars. This is not your  money, but it is U.S. dollars, regardless 
of where it comes from.

You have projected an expenditure of $30 million for loans. We 
want a Dun & Bradstreet statement  for each project. Undoubted ly 
you are not going to make these loans until  you get a Dun & Brad- 
street statement.

Mr. Mills. We will be pleased to supply Dun & Bradstreet reports 
or equivalent on each one of the potential borrowers I have mentioned.

Mr. Passman. Let us not forget those statements.
Mr. Mills. Would Dun & Brads treet be satisfactory ?
Mr. Passman. That would be fine.

NEED FOR RESERVES

You mention in your justifications tha t the small and medium-size 
investors need assurances tha t claims would be promptly paid and 
they could not wait for congressional action. Do you know of any­
thing t hat  is any better th an the good fa ith and credit of the United 
States?

Mr. Mills. No, Nlr. Chairman, I  do not.
Mr. Passman. Thank you very much.
Mr. Mills. We do not  have enough reserves to meet some of these 

claims if they should arise, and tha t is why we feel tha t a modest 
increase of $25 million is required.

Mr. Passman. Are these reserves frozen to where you cannot use 
them?

Mr. Mills. They cannot be used for any purpose other than  pay­
ment of claims. Under the law we have to allocate them between the 
insurance reserve and guarantee reserve and the Board has so allo­
cated $70 million each to the insurance and guarantee  reserves.

NTr. Passman. I understand it. I am the one who tried  to block the 
legislation. You are saying to me that  even though you have the good 
fai th and credit  of the United States  backing you up, tha t these 
people want us to appropriate the money so i f they have a claim they 
can get it tomorrow and not have to wait for act ion by the Government.

Mr. Mills. If  there  is a war, or i f there is an inconvert ibility claim 
we are required to make prompt payment.

Air. Passman. But you haven’t answered a single question I have 
asked you today. You do not intentionally evade these questions, I 
know. Actually, so far as the U.S. creditor is concerned, the good 
fai th and cred it of his money is just as good as if  the money had been 
appropria ted to pay it, is that  correct ?
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Mr. Mills. Not entirely , it is like an insurance company, Mr. Chair­
man. I  had last year two fires and I am still waiting  payment on my 
claims.

Mr. P assman. I t is not because the insurance company doesn’t have 
the money. You have to establish the  validity of the claim, don’t you?

Mr. Mills. That is correct.
Mr. P assman. OK. If  you establish the validi ty of a claim against 

the United States, can’t you be assured the U.S. Government will pay 
the claim?

Mr. Mills. But  if we don’t have the cash reserves we would still 
have to come to Congress for appropriations aft er the validi ty and 
amount of the claim was established.

Mr. Passman. W hat is wrong with tha t? Th at would make you a 
more prudent  operator.

This is a hypothetical example. You have $400 million in guarantees 
backed by the good faith and credit of the United States and you 
have to have $100 million backing tha t up.

Mr. Mills. Time is money to an investor, as you know, Mr. Chair­
man.

Mr. Passman. Is tha t what you have to have, 25 percent or $100 
million?

Mr. Mills. F or the gua ranty program, we do have to have a 25 per­
cent fractional reserve.

Mr. Passman. Why don’t you give me a direct answer so people 
who are not an intellectual like you are can unders tand it  ?

You guaran tee $400 million. Now, under the law tha t you prodded 
the Congress into passing, tha t simply means t ha t you nave to have 
under the  present law as you in terpret i t, $100 million in appropr iated  
funds on hand?

Mr. Mills. Th at is correct.
Mr. Passman. Can you use any par t of that  $100 million for any­

thin g or is it completely frozen ?
Mr. Mills. No ; it is frozen, Mr. Chairman.
Mr. P assman. But  if  you happen to get hard  pressed, which in 

all probabili ty you will, then you could dig into tha t $100 million in 
a hurry, couldn’t you ?

Mr. Mills. We could use it only to pay guaranty  losses.
Mr. P assman. Well, I would hope you wouldn’t dig into it  unless 

you had losses. I said i f you got careless. You are  a prudent business­
man, but if  you ceased to lie a prudent businessman and became too lax 
and a lot of these loans defaulted, you could deplete that fund  in 
a hurry.  But if you had it under more s tric t regulations where they 
were backed up bv the  good fa ith and credit of the United States and 
you would consider one claim at a time by thi s Congress as we do on 
private bills, you understand, I think it would lie a better operation. 
We don’t have any reserves with which to pay the veterans’ pensions. 
We don’t have any reserves with which to pay the  civil sendee retir e­
ment pensions. We have no reserves to pay th is $51 million a day for 
interest on the public debt. Did you know i t was th at much?

Mr. Mills. It  is a lot of money.
Mr. P assman. It  sure is a lot  of money. That  is why we are trying 

to help you abolish this operation before i t gets out of proport ion to 
the services rendered.



621

USE OF CAPITAL FUNDS PROVIDED

This is a rehash. It  is good for the record.
None of the $40 million provided to the  capital account by t ran sfe r 

has yet been committed to finance loans anywhere, is th at correct?
Mr. Mills. That is correct, Mr. Chairman.
Mr. Passman. Have they been transfer red from AID  over to  this 

new account?
Mr. Mills. Yes.
Mr. Passman. Have they been invested or are they just subject 

to be used ?
Mr. M ills. Subject to be used, Mr. Chairman. When we have pro ­

jects approved by the Board.
Mr. Passman. I hope you wouldn’t disburse it until  the projects 

are approved. You are not suggesting that, are  you ?
Mr. Mills. I just  want to emphasize t ha t we have a whole set of 

checks and balances to make sure this  is a p rudently  run  organization.
Mr. P assman. You have only been down there 90 days. Don’t become 

an expert  so quickly. You are going to make me very suspicious of 
you if you don’t stop being so defensive.

I have been on th is committee for 19 years and chairman 17 years 
and I  don’t know as much about it as you say you know.

Mr. Mills. I am sure you know a lot more/Mr. Chairman.
Mr. P assman. You a re so f ar ahead of me I don’t think I  could see 

you with binoculars.

additional funds for aid

Now, since the funds for capitalization come from the AID pro­
gram, it would appe ar th at  they would have an additional $20 million 
on hand which they were not counting on when the  fiscal year 1972 
budget was submitted, is that  correct?

Mr. Mills. Mr. Chairman, I believe that  would be correct.
Mr. Passman. Would you take out tha t one word ?
This man has been with us so long he has gray hair. May I  ask him 

one question ?
Mr. Mills. Please do.
Mr. Passman. I s that correct ?
Mr. Dickerson. The $20 million would rever t to AID  for its 

purposes.
Mr. P assman. How could it revert to them when it hasn’t gone 

to your operation yet  ?
Since the funds for capita lization  come from the AID  program, it  

would appear  tha t they would have an additional $20 million on 
hand which they were not counting on when the fiscal year 1972 
budget was requested, is that  correct ?

Mr. Dickerson. Tha t is correct.

NEED FOR ADDITIONAL AUTHORIZATION 

Mr. Passman. Thank  you very much.
Now, since you have deleted this request for capitalization, and since 

the new d irector  is so prudent, efficient and so much on top of this
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program, would it be necessary for you to request an additional au­
thoriza tion this year ?

Air. Mills. We are requesting $25 million for reserves, Mr. 
Chairman.

Mr. P assman. I say, since you have deleted the request for capi tali­
zation, will it  be necessary fo r you to request any additional authori­
zation this year?

Mr. Mills. Not for the direct investment fund, it will not. Next 
year we may require some.

Mr. P assman. I am not talking about next year . I may not  be here 
next year. I am talkin g about this year, fiscal year 1972.

Mr. Mills. But I  must think of next year.
Air. P assman. You th ink of it  and let me think about this year.
You don't anticipate needing any additional authorization for fiscal 

1972?
Air. AIills. No, sir; bu t a good businessman must always plan  ahead.

NUMBER OF COUNTRIES SCHEDULED FOR LOANS

Air. P assman. No, I don’t even know th at you will s tay down there. 
They may nominate you for vice president.

You have been with this  outfit 90 days. In how many countries do 
you estimate you will be making loans to fiscal year 1972?

Air. AIills. We operate in  approximately 88 countries, but whether 
or not-----

Air. Passman. I am thinking in terms of how many countries you are 
going to get star ted in  with a loan program. I know you are operating 
with these insurance programs, bu t I  definitely said loans.

Air. AIills. I would estimate 10 to 15.
Air. Passman. I  believe in every one of those countries some spigot of 

the AID  program is already operating  is it not ?
Air. AIills. I think that the AID may have programs in some of 

those countries, yes, Air. Chairman.
Air. Passman. Tell me some that they don’t have a program in.
Air. Mills. I don’t know all the programs-----
Air. P assman. Now, give us the names of the  countries you are going 

to be operating in, or may make loans in in fiscal year 1972.
Air. AIills. I f someone comes in tomorrow, Air. Chairman, from a 

different country, I don’t want to give you a list  which would not 
be fully accurate.

Air. P assman. Do vou know of any countries  AID is not working in 
other than the pure Communist countries? Do you know as we sit  here 
this afternoon and discuss this bill th at they have a program going in 
99 nations and 4 territo ries of the world ?

Air. AIills. I  would presume we could operate in most of the coun­
tries where AID  is operating.

Mr. P assman. You say “most.” In  all probabi lity you will be oper­
ating in every one of those countries because you are supposed to be 
operat ing in the developing countries, are you not?

Air. AIills. That is correct, Air. Chairman.
Air. P assman. And I think t ha t is where AI D claims they are sup­

posed to be operating, in  the underdeveloped countries.
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Mr. Mills. Tha t is correct.
Mr. Passman. So we would assume, based upon these facts, that  AID  

will be operat ing in the same countries tha t you are operating  in ?
Mr. Mills. Yes, with the possible exception of countries such as 

Ira n and Taiwan where the A ID program has phased out, but where 
OPIC would continue to support U.S. investment.

CO MP ETITI ON  W IT H OTHER AID PROGRAMS

Mr. P assman. And you are going to disburse $30 million—that is, 
you are going to t ry to. 1 hope you don' t succeed, but  the overall AID 
program, if  we just take all the spigots of it,  is going to disburse $13.5 
billion. Now, what kind of a mark are you going to make with $30 
million when you are competing for projects where there is $13.5 
billion involved ?

Mr. Mills. We are not competing for projects. That is important 
to understand, Mr. Chairman, because AID  generally loans money 
on a government-to-government basis.

Mr. P assman. You just to ld us you were getting out into India and 
I  can assure you AID  will be opera ting these small banks in India  and 
Pakistan just like you are. These l ittle  banks are just cropping up all 
over the world. All d uring the hearings last year we found a new little  
bank here and a new littl e bank there. Certainly you are competing 
with them.

Mr. Mills. We give our funds to the private sector.
Mr. Passman. I like the way you said tha t “we give.”
Mr. Mills. We lend our funds to priva te individuals and corpora­

tions as d istinc t from AID which lends primarily to governments.
Mr. P assman. When you say “AI D” remember now that you are 

only covering one little spigot out of 27.
When you run down the list from the top to the bottom, you are 

dealing with  many different operations.
I say “aid or assistance,” no t A ID. They have all types of spigots 

and I  can assure you any nation  you go into—and I  am perfec tly will­
ing to  place a little wager—coffee if you want to—tha t somewhere in 
this vast aid and assistance program tha t they will disburse at least 
50 times what you disburse. Do you want to call my hand ?

Mr. Mills. I don’t know enough about the AID program.
Mr. P assman. Learn something about it and you will know why I 

am frust rated , and I know how these things get started. Do you get 
into the local currency loan field ?

LOA N RE PA YM EN T

Mr. Mills. Yes. We administer the  Cooley loan program for AID.
Mr. P assman. But are you going to get repaid in local currencies?
Mr. Mills. We administer this  program for AID and local currency 

repayments are made to the U.S. Treasury.
Mr. Passman. I  know about the Cooley loans, but I  am talking about 

your loans. Will they be repaid  in dollars?
Out of the $30 million th at you may disburse, what part  of th at will 

you use to purchase local currencies to disburse for loans ?

60- 208— 71—p t. 1------40
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Mr. Mills. I am sorry , Mr. Chairman, I  didn’t understand the ques­tion.
Mr. P assman. We are looking at a $30 million account. That  is the  direct investment loan fund. A $30 million account where you plan to make loans, we thought, to American investors and we find now tha t you can make it to foreigner's. The committee is going to deal with dollars.
Mr. Mills. Tha t is correct, and tha t is what we will loan in.Mr. Passman. And will all of it be paid back in dollar's?Mr. Mills. Yes; we have the right  to loan local currency but to my knowledge nobody has requested it.
Mr. Passman. The law is broad enough to le t you receive payment back in local currency ?
Mr. Mills. Yes; we could, if we earned local currency.Mr. P assman. And I  bet you will. What  percentage ?Mr. Mills. We have no request to my knowledge for that.Air. P assman. I know you have no requests now. I haven’t requested an application  blank to run for reelection next year, bu t I  plan to run. You have that privilege.
Mr. Mills. We have that  privilege.
Mr. I *assman. Is there any limitat ion on what percentage can be paid back in local currency ?
Mr. Mills. Tf we made a loan of a million dollars, I, as Pres ident, would ins ist t ha t we got $1 million back. If  we lend it we don’t lose it through devaluation or other  problems which I  know can occur.Mr. Passman. Well, the exercise is quite interes ting anyway. L et’s see i f we can’t  get it in the record. I don’t think it is a hard question to answer.
Let ’s assume tha t you disburse your $30 million. So f ar I am con­vinced you Should disburse it. Under the legislation as you inte rpre t it, you will make all of the loans in cash ?
Mr. Mills. Yes.
Mr. P assman. Now, let’s make this record. The loans are  going to be made in cash, bu t you may accept in repayment in local currencies.Mr. Mills. Only, Mr. Chairman, as I read the law here, on loans which have been made with such currency, including tha t which the Secretary of the Treasury may determine to be in excess of the normal requirements of the United States. So we must require dollar repay­ment of the Direct Investment Fund loans made in U.S. dollars. I f  we do make loans in foreign currency i t will normally be from designated excess local currencies.
Mr. P assman. You still have not gotten the question. I just can’t  get through. We give you $30 million.
Mr. Mills. That is correct.
Mr. P assman. You disburse the $30 million. All is disbursed in cash.Mr. Mills. That  is right.
Mr. Passman. But the day comes to pay the $30 million back. Are you pr ivileged under the law to accept repayment of these loans, any of them, in local currency ?
Mr. Mills. No ; they are repayable in dollars.
Mr. Passman. The loans are made in dollars and they are repaid  in dollars?
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Mr. Mills. I t says so in the legislation.
Mr. Passman. H ow do you get into local currency other than the 

Cooley funds?
Mr. Mills. The prim ary way is for the Secretary  of the Treasury 

to designate excess local currencies available which could be made 
available to us for direct lending.

Mr. Passman. Now, l et me go out to India. Could you, if you go 
throu gh with making these loans to Indians, make them in rupees?

Mr. Mills. The Treasury has excess rupees in Ind ia and has so de­
signated  tha t they do, and it was so requested.

Mr. Passman. What do you mean it was so requested ?
Why don' t you make the decision ? Why  don’t you tell  those people 

that we have several billions of dollars in our rupees. This is a p ar t of 
your operation, Air. President. You ought to find out more about 
this  bill. I say tha t respectfully.

We have so many Ind ian  rupees we just don’t know what to do 
with them. Why don’t  you have one of your assistants get a letter 
from the State Departmen t or the Treasury Department stat ing to 
you the amount of surplus Indian rupees we have and then make 
this  loan in rupees rather  than dol lars ?

Mr. Mills. If  they request rupees, we certainly will.
Mr. P assman. If  who requests ?
Mr. Mills. I f the par ticu lar corporat ion requests a loan in rupees. 

If  they request dollars, these funds would then have to be used to pur­
chase products prim arily  from the  Unite d S tates or from other devel­
oping countries. If  they used local currency-----

Mr. P assman. H ow in th e world are they going to  purchase a loan 
from the United States  ?

Mr. Mills. Purchase products.
Air. Passman. You are going to make a loan for the purpose of 

them relending to individuals ?
Air. AIills. Yes, bu t in the Direct Investm ent Fun d we are requ ir­

ing tha t the dolla r loan can only be used for developing country 
procurement or for U.S. dollar  procurement. If  there are require ­
ments for local curency then we obviously would lend rupees. If  the 
loan were in U.S. dollars, repayment would be in dollars.

Air. Passman. You indicated earlie r you had a potentia l loan of 
$2 million for In dia?

Air. Mills. We have request for approximately $2 million, Air. 
Chairman, yes.

Air. Passman. A $2 million loan.
Now, the purpose of the loan is to reloan this money to people in 

Indi a?
Mr. Mills. Private indiv iduals or corporations.
Mr. Passman. Indiv iduals or corporations operating  in the free 

enterpr ise sector in India. Well, it  is a sure thin g that they could 
get along jus t as well in all probability with rupees, because the 
country  has a rigid  restriction with respect to what you can import. 
Why couldn’t  we deal in rupees in an instance like tha t?

Air. AIills. We would lend in rupees to cover local costs, but  if 
the project required an impor t from the United  States, then  we would 
lend dollars.
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Mr. P assman. A lit tle  man op erat ing a lit tle food  stor e 16 mile s ou t o f New Delhi , wh at in the world  wou ld he need in th at food  store th a t he would have to  im po rt fro m the Un ite d State s?
Mr.  Mills. He  mi gh t wa nt wa ter pump s which did come fro m the Un ited Sta tes .
Mr.  P assman. A  gro cery store sel ling wa ter pump s? You said th is  was  fo r sma ll store s. Maybe he wa nts  to man uf ac tu re  moo nshine, I  do n' t know.
Mr.  M ills. I t  migh t need  g lass bot tles  then fro m the  Un ite d Sta tes .Mr.  P assman. You agree you can  hand le it  however you wa nt  to?
Air. M ills. W ell,  we will  han dle  it  wi th  th e Tr ea su ry  concurrence  an d acc ord ing  to pr ud en t busin ess pra ctice , Mr. Ch airma n.
Mr . P assman. Con gress no tw ith sta nd ing.
I know  i t is a m at te r o f fo rm ali ty.  You  people do no t t ake Con gress ser iously.
Mr. Mills. We wou ld loan  the curre ncy in accordance wi th  the  sta tu te.  I have the grea tes t respec t, Air. Ch airm an , fo r the  wisdom of  Congres s and th at  is why I  hav e the ple asu re of  ap pe ar ing before you.
Air. P assman. Wh atev er  wisdom we may hav e, y ou wa nt  to qu al ify,  do n’t you?
Air. AIills . I  th in k th at would  be in ap pr op riat e,  Mr . Ch air ma n.

LIBERALIZED ELIG IBILITY REQUIREMENTS

Air. P assman. You ind ica te in  yo ur  fiscal ye ar  1970 re po rt  th at  libera lized  eli gib ili ty fo r loan  gu ara ntees is now be ing  foll owed by 
you  in sele ctin g elig ible  b orrowers . W ou ld you  ex pla in  these lib er al ­ized  eli gib ili ty req uir em ents as set  fo rth  before you  even knew you wou ld be in opera tion?

Air. Mills . Yes. I  u nd ersta nd  the law  w as changed, Mr . Ch ai rm an , to  clar ify  t hat  t he  local  co rporati on s, in the less dev elop ed cou ntr ies , ma y be e ligible  to  b orrow  gu aran tee d loans fro m U.S. financ ial insti - tu ition s, and th at  is  w ha t i s re fe rre d to in  th e an nu al  r epor t.
Air. P assman. I f  we ha d a small ga rage  o pe ra tin g dow n in Mon roe,  La ., an d a ma n wi th  a good  cre di t ra ting , who  is a spe cia lis t in  his  field an d ha d seve ral  mecha nics , decide d he  wa nted  to open an auto mo ­bile re pa ir  shop in  I nd ia , Pa ki stan , o r I ndonesi a, wo uld  he be  e ligible  fo r a loan  ?
Air. AIills. I f  he  wa s i n Ind onesi a, he  wo uld  have t o borrow fro m a  U.S. bank  in o rd er  to  meet the cr ite ria  of  th e loa n gu ar an ty  p ro gra m ; bu t theoret ica lly  we could mak e a dir ect lo an if  we tho ug ht  th is  p roj ec t was  cre di tw or thy and  developmental to th e cou nt ry ------
Air. P assman. I f,  in  th e coun try  you  needed a g ar ag e a nd  mechan ics an d th is  man ha d the experie nce  and wa nte d to open an  automobil e re pa ir  shop  in one of  th ese  countri es, wou ld he be eligib le fo r a loan ?
Mr.  M ills . He would  be elig ible  to go to Indo nesia  a nd  open up  and  bo rrow ; th at  is corr ect.
Air. P assman. T hat  is wha t I  said . W hy  ma ke it  com plic ated, Air. Pr es iden t ?
Now, le t’s say t hi s m an is a food processor  a t O ak  Grove , La. , a nd  he is an exp er t in  his  fie ld ; he has a very favorab le f inancial s tatem ent, has been  in business  fo r sev era l years  an d the type  of  goods he processes
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would be of value to the people over in Indonesia, or one of the African  
countries. Would he be eligible to open a plan t in one of those countries ? 

Mr. Mills. If  it was developmental-----
Mr. Passman. I said eligible under your criteria  ?
Mr. Mills. Yes.
Mr. Passman. And if  he had a litt le sawmill and it would contribute 

to the developing country, he would be eligible, wouldn’t he ?
Mr. Mills. He would be eligible.
Mr. P assman. You know tha t is very strange; they are not eligible 

for a  SB A loan in my dis trict. We have to give foreign a id preference. 
These people, I mentioned, have been turned down for loans here so I 
guess I  will have to recommend they move their respective plants  to 
some of  these countries you a re going to operate in. That  is the only 
way I  know to get them a loan. SBA won’t let them have it.

The point is made. I  know of 10 more tha t have been tu rned  down 
that meet your cr iteria but  do not meet SBA’s criteria. SBA will let 
them go out of busines. You will keep them in business. I f I can p er­
suade them to move out to one of these countries you are going to oper­
ate in, they can stay in business.

Mr. Mills. I  hope if you do have constituents  who do want to in­
vest abroad in the LDC’s tha t we can help them.

Mr. P assman. I didn’t say they wanted to  go. That is the only way 
they can get a loan. SBA won't make them a loan. I have to say 
“I  can’t help you with SBA. You discuss it with your family and if 
you are willing to move to Ind ia or Pakistan , we will be glad to 
approve your loan and let you move your garage, or your  little 
sawmill or potato  processing plant.”

delinquent local currency loans

In  the fiscal year 1970 repor t, you indicate the total local currency 
loans made, 29 are delinquent and of these six are likely to be de­
faulted; is that correct?

Mr. Mills. On the Cooley loan program, the tota l Cooley loan 
program-----

Mr. P assman. I jus t wanted you to answer my question. I used 
numbers. You indicate of the total local currency loans made, 29 are 
delinquent and of these, six are likely to be defaulted. I  want a yes or 
no answer.

Air. Mills. I  think now there are 24 curre ntlv-----
Mr. P assman. How many are likely to be defaulted ?
Mr. Mills. The total  amount of unpaid principal and delinquent-----
Mr. Passman. The number of loans I asked for?
Air. AJlills. Twenty-four, Air. Chairman.
Air. Passman. And the number likely to be defaulted?
Air. AIills. I don’t know the number, but I can tell you tha t-----
Air. Passman. The record shows six. Is that accurate or not?  I am 

try ing  to make a record based upon what you people p resent to us 
to get this money.

Air. AIills. Six is apparently  correct.
Mr. Passman. Thank you. All I wanted to find out was if  what  

you said is correct.
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Mr.  M ills. I  wa nt  to be acc ura te,  Mr.  Ch airma n.
Mr . P assman. I ju st  wa nt  to  ve rif y wha t you  said .
Mr. D ickerson. A t th at  tim e it  was cor rec t, sir.
Mr. P assman. W ha t is it  tod ay?
Mr.  D ickerson. I t  is abo ut the same,  sir . Six.
Mr.  P assman. Look  wh at a record  we ma de to  ge t an answer I  sho uld  hav e got ten  in the beg inn ing .

NUM BER OF EMPLOYEES

How ma ny  peop le do you presen tly  have on board ?
Mr.  Mills . Cu rren tly  we hav e 120, Mr.  Ch airma n.
Mr.  P assman. Ho w ma ny in W ashing ton?
Mr. Mills. All ou r employees are in  Wash ing ton . We  are  no t au tho riz ed  to have  overseas  offices.
Mr.  P assman. So the y are  on bo ard in Washing ton?
Mr.  Mills . Tliev are  on board  in  W ashin gto n.
Mr. P assman. You sta rte d bus ines s in  Ja nuar y  1971?
Mr.  Mills . Th at  is corr ect.
Mr.  P assman. Did you p ut  them  all  on bo ard th en  ?
Mr.  M ills. We inh eri ted  most of the sta ff f rom  A ID , Mr. Ch air ma n.Mr.  P assman. I f  we cut you loose as you  hope we will  and I  hope wo don’t, wh at will be th e maxim um  nu mb er of  employees you  will  have in O PIC  when  your  ope rat ion s are in  fu ll swing?
Mr. Mills. Mr.  Ch air ma n, I  am unable to  say th at . We cu rre nt ly  have au tho riz at ion  fo r 140 people . We  are  pl an ning  to  ad d ap pr ox i­ma tely  15 to th e staff.
Mr. P assman. T o do what?
Mr. Mills . T o ass ist in inve sti ga tin g some of  t hese projec ts whi ch you and I  have discussed here ea rli er  an d to assis t in  acc ounting, which  I th in k we sho uld  keep  very close trac k of,  an d sim ply  to  keep a ti gh te r contro l o ver th is  whole  ope rat ion .

NEED FOR FINA NC IAL REPORT

Mr. P assman. I  th in k Mr.  Roy bal  made a very exc elle nt sug ges tion and I hope  I di dn ’t  mi sre ad  him. Since you  are ju st  ge tt in g off the ground  and bran d new, you  are  going  to give us a Du n & Br ad - 
str ee t repo rt  or  else a commerc ial bank  repo rt on each  one of these  companies requesting  fund s fo r loans sh owi ng w here they are  domiciled in  the Un ite d Sta tes , where th ei r bra nch es are abroa d, th ei r capit al st ru ctur e an d th ei r offices, a nd  how lon g t hey have been  in business.Mr.  M ills . Th at  is  rig ht .

Mr . P assman. T he n we will  see w here we go fro m th ere .
Now, of  t he  $30 m illi on  th at  you est imate  th at  y ou hope to  ge t rid of,  how much of  it do you hav e supp or ted wi th some ki nd  of  pr e­lim inary presen tatio n wi th  you  ?
Mr.  Mills. I  have none of  t he  poten tia l proje ct  pro posal s wi th me.
Mr . P assman. T he y are  all so new th at  at th is  p ar ticu la r tim e the y are  in  a state of flux  ?
Mr. Mills. Most of  th e pro posal s fo r lend ing whi ch we hav e dis ­cussed tod ay  a re  p re lim in ary inq uir ies  f rom  in ves tors, and we did not br in g the in fo rm at ion wi th  us.
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Mr. Passman. As i t stands as of now, we are  just dealing with the 
invisible. We just hope these people are all righ t and will just ify what 
they are asking for.

Mr. Mills. If  they are not all righ t, Mr. Chairman, we will reject 
them.

Mr. Passman. I  didn’t say you wouldn’t, but I did say they are in 
a state of flux. It  has to be established whether any of these people 
quali fy; is that right ?

Mr. Mills. Because we have not approved them, that is correct.
Mr. Passman. Well, I know th at. Is there any difference between 

what I said and what you said other than  you just wanted to use 
different words than I did?

Mr. Mills. No, but I  do want to reassure you some of these may be 
rejected and others may come in.

Air. Passman. They may all be rejected at this time because you 
don’t know and you haven’t had a chance to check thei r credit?

Mr. Mills. That is correct.
Air. Passman. When you have gotten the loan applications , you 

are going to pull a credit  repo rt of Dun & Bradstreet  and you are 
going to let th is committee in on it,  aren’t you ?

Air. Mills. I would hope we would do a lot more investigat ing tha n 
just a credit report , bu t we will provide the committee with the rele­
vant  informat ion on the projects I have mentioned.

Mr. Passman. I am just  asking you. You see you made a speech, 
a short one, but you didn’t answer the  question.

You are going to submit to this committee a Dun & Bradstr eet, or 
commercial bank repor t, and thei r financial statement showing the 
capita l structure.

Air. Mills. And the officers.
Mr. Passman. And you are going to do this during the fiscal year 

on all the loans you process?
Air. Mills. Certainly.
Air. Passman. Than k you. Now we are going to hold you to  that.

number of people with spanisii surnames

Air. Roybal. Mr. Chairman, on the mat ter of employment, you 
stated there are 120 people employed and all based here in Washing­
ton. D.C. ?

Air. Mills. That is correct.
Air. R oybal. Of the 120 people, how many are there with Spanish 

surnames ?
Mr. AIills. May I submit tha t?
Mr. R oybal. Will you submit tha t for the record ?
Mr. AIills. I will be pleased to.
Air. Roybal. They are all American citizens, are they ?
Air. AIills. They are American citizens, yes. You have to be an 

American citizen to work for the agency because we have classified 
material.

Air. Roybal. I am asking all departm ents tha t come before this 
committee and also in the other subcommittee of which I am a member 
how many Spanish surname employees they have. I am asking that  
for the record this year and then I am going to ask them again next
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year to see if there is any improvement and if there is no improve­
ment in the equal employment opportuni ty field, I am going to be 
opposing some of these appropriations.

Mr. Mills. We have a number of consultants who are Spanish  speak­
ing. Sha ll we include those ?

Mr. Roybal. No.
Mr. Passman. I  think we should have a breakdown in the record, 

even though applications no longer indicate race, creed and color, be­
cause I think  it is impor tant. There is a good sto ry in  the record as to 
how the Cuban refugees have fitted themselves into a productive life 
in my State. They are making grea t citizens, working  har d and are 
the envy of other people who would pref er not to work for a liv ing. 
They are really carving out a prope r place for  themselves in our 
social l ife there and are contributing  to our economy. I  don’t know 
why you wouldn’t have jobs in your organization tha t people like t ha t 
couldn’t fill.

Mr. Mills. I  hired a Cuban consultant-----
Mr. Passman. Not just Cubans, but most of the Lat in people are 

anxious to work, you understand.
Mr. Mills. We had a number working with us in the Lat in Amer­

ican section.
Mr. Roybal. Give us the number of Spanish surname employees in 

your organization.
Mr. Passman. And the number  of consultants. Would  you supply 

tha t for the record also ?
Mr. Mills. We will be pleased to.
(The information follows:)

OP IC EM PL OY EES  AND CO NS UL TA NT S WITH  SP AN ISH  SURNAM ES

Number as
of Mar. 30, Percen t of 

1971 total

Employees, tota l.............................................................................................................................
Spa nish surname__________________________________________ ________________
Other m in o ri ti es. .. ........................................................................... ....................... ......... ..
Total  mino rities _________ ________________________________________________

Consultants, total .................................................................... ............. ................. ......... .............
Spa nish  S urn ame....................................................................................................................

116 100
2 1

29 25
31 26

Percen t of
Number total

7 100
1 14

TERM S OF LOANS

Mr. P assman. What are the maximum terms of these loans?
Mr. Mills. I  would expect the maximum te rm to be 20 years, and 

most would be shorter.
Air. P assman. Wha t is the rate of interest ?
Mr. Mills. T hat  will depend upon the country and the project.
Mr. P assman. I know, but you are making American firms American 

loans w ith American dollars. Are you going to charge them the pre­
vailing interest rates at  the time the loan is made ?

Mr. Mills. At the last board meeting we approved a policy of having  
a flexible rate so tha t if  we believe a par ticu lar project, for instance, is 
very developmental, we might lower-----
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Mr. Passman. Define “developmental.” It  really reads good. What 
do you mean ?

Air. Mills. I t is what Congress asked us to do, Mr. Chairman. In 
addition to looking at  the financial stabi lity and credit worthiness of a 
company on a project which we must make sure of-----

Mr. Passman. I am sorry I  asked that question, but proceed.
Mr. Mills. Each project  must contribute to the development of a 

less developed country. As I explained earlier , we par ticu larly  look 
at the number of jobs created, the amount of taxes  paid, the effect on 
the ecology of the country, or all the other criteria we use.

Mr. Passman. Even though the man has gone into bankruptcy  
seven times, if you though t he could make some developmental con­
tribution, he -would be eligible ?

Mr. Mills. No, Mr. Chairman. We have two basic criteria.
Fir st is financial soundness.
Mr. Passman. You have read into the record a waiver there.
Nlr. AIills. It is not a waiver. We have to have both. Financial  sound­

ness and development impact. One without  the other will not do. I f 
we think  it  is a good financial projec t and has good development im­
pact, we might give more favorable terms. If  we thought the project 
was p artic ular ly helpful to the country and was a t the same time a 
sound risk-----

Mr. Passman. Le t’s ge t to  the point. We are talking about conces­
sionary interest rates ; are n’t we ?

Mr. Mills. No.
Mr. Passman. What will be the  interest rates? We are entitl ed to 

that . Will i t be what Uncle Sam has to pay to get the money for  you ?
Mr. Mills. We hope to lend it out at higher rates than that .
Mr. P assman. I hope I  will go back to age 35, bu t I am not very 

optimistic about th at happening. You are not going to overcharge the 
fellow. I f you make a loan, you a re going to charge him an interes t 
rate. Wh at are your interest rates ?

Mr. Mills. Mr. Chairman, I mean th is seriously. I t depends upon 
the project. The man comes in and he is going to build a plant in 
Honduras or Indonesia. We would look at the current rate  today. 
Maybe it is 7 percent, 8 percent, 9 percent.

Mr. Passman. What is the minimum ?
Mr. Mills. The minimum certain ly is what the prime rate would 

be at  which you could borrow long-term funds in this country, which 
would be approximately 7 percent.

Mr. P assman. Why couldn’t the Board  say the inte rest rate  will be 
the average interest ra te paid by the Government ?

Mr. Mills. I would say it would be higher  than that, Air. Chairman, 
because the  Government would have the lowest rat e so we would not 
lend at lower than the Government rate.

Air. Passman. It  might not necessarily have the lowest rate. Then 
again they might. The Government was paying up to 8*4 I believe
a year ago. .

Air. Mills. Tha t was lower than  anybody else, Air. Chairman.
Air. P assman. That is not so. A t some of the banks the prime rate 

was It  never got above 7%, I don’t believe.
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Mr. Mills . We wou ld ce rta in ly  len d at  high er  th an  Government  rates.
Mr.  P assman. I don’t th in k t he  pr ime ra te  ever went  over 8 percent.Mr.  R oybal. Mr . C ha irm an , can  we esta bli sh fo r the record a f igure ? Sh ou ld n' t we know w ha t ha s been the  lowest ra te  cha rged  ?Mr. Mills . We ha ven’t mad e an y loans.
Mr.  R oybal. An d w ha t is th e h ighest r at e ?
Mr . Mills . We  h aven’t made any loan s, so the re  is no figu re un fo r­tuna te ly  to pu t in the reco rd. But  a s a m at te r of  pr inc iple obv iously the  lowest ra te  wou ld be the Gover nm ent  rat e, bu t th a t wou ld be too low, I  th ink,  fo r w ha t we would require.
Mr.  R oybal. That  stil l do esn ’t  answ er our  question.
Mr. P assman. Ha ve  you discussed with  an y o f thes e people wh at the interes t rates will be ?
Mr.  Mills. We have discussed i t.
Mr. P assman. Wha t ar e th e ra tes  you ha ve discussed  ?Mr. M ills. The  cu rre nt  ra te—with  the  AD ELA las t ye ar-----Mr. Roybal. Wh at  is the  cu rre nt  ma rket r ate ?
Mr. Mills. On a tri pl e- A bond i t is 7.5 or 7%  pe rce nt.Mr. Roybal. You would charg e 7%  pe rce nt ?
Mr. M ills. We m ight  cha rge  more.
Mr. Roybal. At  least 7%  ?
Mr.  M ills . I wou ld say  at  least th at . Tha t is fo r a str aigh t bond. Now, we m ight  say  “L ook, we w ill cha rge  you  7 p erc ent, b ut  we wa nt  a po rti on  of  your  pro fits , so th at  we can  make  sure t hat  th e good  p rojec ts in which  we pa rti cipa te  will cover any losses we may  hav e.”F or inst ance, in the case of  a Di rec t Investm en t Fu nd  loan  we are  allowed  to take con ver tib le deb enture s and we wou ld like  to tak e such deb enture s ra th er  than  a st ra ig ht  bond. Th e debentu re might  be 6.5 perc ent , but i t w ould be conv ert ible an d m ayb e much  more v alua ble.Air. P assman. Do you  kn ow of  an y wav to make it  mo re com plic ated fo r the layman read ing the record ? Cou ld you ju st  let  t hi s com mit tee know wh at  in ter es t rat es  you have discussed with  these proposed borrowers?  You  come in an d say  “We pl an  to dis burse  $30 mi llio n.” You  have to discuss in ter es t ra tes before  you can  consum mate a loan , th a t I do know.  W ould you let  us know  so we c an ge t a gen era l idea?Mr. M ills . I t would be th e cu rre nt  co mmercial rates.
Mr . P assman. You hav e mo re commerc ial rat es  than  you have  bra nd s of  liqu or. I t  dep end s on wha t you are  ta lk in g abo ut.  You have your  Gover nm ent  ra te ; you have your  b ond  ra te  on mu nic ipa l bo nd s; you have an othe r ra te  on Gover nm ent  long -te rm bonds, an d you  h ave  an ­othe r ra te  on shor t-t erm paper.

inter nationa l financ ial  situation

I  wan t to know  wha t i t is. I  can’t guess  a t i t. A t th e p ro pe r time  le t us  know so we will kno w upon w ha t basis this  unneeded  agency is s ta rt in g in business. I f  we find the shor t-t erm dem ands on U.S. do lla rs gets to the poin t wh ere it  looks  like  the ba nks  ab roa d a re g et tin g s hak y a nd  a re go ing  to  dem and  gold because we are  conti nu ing  to send  out more do lla rs th an  we br in g home, don’t you th in k th at wou ld ju st ify your  ta ki ng  a ha rd er  lo ok at  eve ry appli ca tio n to  t ak e ca pi ta l abroa d?
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Mr.  Mills. Mr. Ch air ma n, wi th the  A me rican i nvestors  t hat we are  
fina ncing, th e lon g-t erm  reco rd is t hat  these  inv estments  made  a broa d 
br ing hom e a grea t deal more  than  they------

Mr . P assman. I  can  visual ize  t hat as well  as you can,  b ut  le t's  look  
at the  co ld-b lood ed fac ts. I  ha ve  been exam ining  wi tnesses on t his  side 
•of the  ta ble  f or  17 years.  I can go back to  Eugene Black's  days an d all  
th e othe rs when they  said, “W ell , you  are  wo rried  about no th ing.”

Bu t it  follows neverthele ss th at  on December 31, 1950, shor t-t erm 
do lla r claim s aga inst the U ni ted State s were only $8,645 mi llion an d at  
th at  tim e we ha d $23 bi llion  wo rth  of gold . To day we look at the 
sh or t-t erm do lla r claims— I mea n sh or t ter m, due  tod ay. Th ey  are  
$42 bil lion, bu t ou r go ld reserves have dropped to  $10 
bil lion-p lus . Th en  we tr y  to  ana lyze wha t brou gh t th at  about and 
we see i t here . Fr om  1950 th ro ug h 1969 we h ave  sen t ou t $44,104 m il­
lion  more t ha n we ha ve brou gh t home. Now , w ith  1970 a dde d we th in k 
it  will be close to  $50 b ill ion  more t hat ha s g one abroad  tha n has been  
brou gh t home  an d thes e people  who are ho lding  do lla rs are  ge tti ng  
sha ky.  They wa nt  som eth ing  fo r them . I would  t hink , w’hen you look 
at  the  record , th at it  would  be pr et ty  good  to  keep  these people in 
Am erica,  you un de rs tand , un til  we can  br ing th is  sit ua tio n un de r 
control.

I rea d th is  in a pa pe r the othe r day and alm ost  shudder ed when I 
re ad  i t :

Foreign banks  wil l be pressing d ollar s fo r gold. Not in  any rush,  through March 
of 1971. These are dol lars  they don’t want because  their  vault s are  alre ady  
crammed to overflowing- They would like to tu rn  in much but  don’t dare lest 
the y bring down th e whole inte rna tional  exchange system.

They are get tin g very  nerv ous. You  know’ some of these  serio us m eet ­
ing s bankers  h ave  with  f ore ign  ba nk ers  and it  is c oming  t o th e po in t 
where  we are  being  rep rim anded because we are  no t ma kin g any a t­
tempt  to p ut  our fiscal house in order.

I  wou ld ju st  hop e th a t you  wou ld have  a good close look at  tr an s­
fe rr in g these Am erican  bus ines s people abroa d. Le t the m sta y here 
to  use th ei r tech niques , cre ate  comp eti tion an d ge t the prices down 
so we wil l be com pet itiv e in th e wo rld  ma rke ts.

INCREASE IN  TRAVEL EXPENSE

You ind ica te a sh ar p increase in tra ve l wh ich  is due  to the  fac t 
th at  y ou need  to pr otec t th e Co rporati on  bus ines s interests . W ou ldn' t 
it  be "possible to  use some of  ou r othe r peo ple  s ta tio ne d in these cou n­
tr ie s to  he lp m onito r these pr oje cts  ?

Mr. Mills . We do use A ID  employees where ap prop riate,  Mr . 
Ch airma n.

Mr.  P assman. Whe re  would the y be  inap pr op riate?
Mr. Mills . Th ey  might  no t be peop le exp erienc ed in pr ivat e bu si­

ness o r in th e pa rt icul ar  proje ct.
Mr . P  assman. We  go int o a c ountr y like In di a where we hav e g iven 

the m ove r $7 b ill ion  an d we have m any peo ple  s tat ion ed  t her e.
Mr.  M ills . In dia  is a  good example of  w here we do use A ID  people.
Mr. P assman. Al l yo ur  per son nel  are located in W ashing ton.
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You are a nice fellow and I don’t like to quarrel with you, but you said, if  I  remember correctly, t hat  these loans are so good they didn’t need monitoring, didn’t need checking, in effect.
Mr. Mills. No, Mr. Chairman.
Mr. P assman. I asked who would sendee these loans. You said you were going to be so pruden t in approving them-----
Mr. Mills. In  the case of Ethiopia  we sent our case officer to per­sonally examine the projec t in Ethiopia. We found out what there was to know about it  and the man made a report. We made an on-site appra isal of what the ability of the management is and the repu ta­tion of the management and what thei r know-how is of the business and the particular  project in the country.
Mr. Passman. Concerning this new Agency that you head up and star ted into business in Janua ry 1971, what do you estimate the travel will be in fiscal year 1972, Mr. Director ?
Mr. Mills. The travel in 1972, domestic and interna tional, will be approximately $178,000.
Mr. Passman. How many will be traveling?
Mr. Mills. We have approximately 60 officers, so I  expect 20 or 30 of the principal officers would be traveling during the period of the year, Mr. Chairman.

TYPE OF OPERATION

Mr. Passman. Gentleman, in all p robability you could make a fai r case for your  new operation if  you would limit  your function to g uar­anteeing investments abroad, charge a fee, and make a profit. But  why in the world do you people want to expand OPIC to where you would be competing with the Asian Development Bank, the Inter-Ameri­can Development Bank, the World Bank, the Development Loan Fund , and for that  matter, various other fund providing loans? If  you had gone into the business with an operation just to cover insur­ance on investments abroad, I could go along with you, but you people just had to get into the give-away part of it and I wish you would give some thought to opera ting this program as i t started years ago.Why don’t you take a look at this  ?
Mr. Mills. I want to emphasize we don’t compete with those-----Mr. P assman. You say you don’t. I say you do.
If  you could name me one project by name in America that you have ever sta rted tha t you don't have one or more abroad I will buy you a good steak.
When you consider all foreign aid spigots, you can’t find a proj ­ect of any kind, shape or form tha t they haven’t started. You have 4,416 scat tered in 99 nations  of the world. I am dead serious. You are a good businessman. I know that, and I  won’t sleep well tonight  having had to quarrel with a man of your intellectual capacity, but  why don’t you take  a close look at th is operation and back away from i t and get out of the money-lending business and get into the  guaranty  business? You could build up an agency here and build up a reputa tion as a pru­dent businessman tha t would be on a par  with your accomplishments in civilian life. Look at it, please.
Mr. Mills. I hope the Congress will be p roud of  the record we do make on these loans.
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Mr. P assman. Not in making loans because you have $13,517 mil­
lion scattered across the board for foreign aid and why you people 
want to open up a litt le lending agency I don’t know.

Mr. Mills. That figure is no t for priva te lending, and not on com­
mercial terms-----

Mr. P assman. This  amount covers the waterf ront. I have been l iv­
ing with this program and I don’t know of any type o f projec t t ha t 
has ever been conceived by the m ind of man tha t you don’t have one 
or more of them going in these foreign nations.

Mr. M ills. But how many are for a profit and to p rivate co rpora ­
tions ?

Mrs. P assman. Eve ry one of them is for a profit. The most profitable 
thing in the world are these so-called foundations and the people who 
operate  without a profit.

They all make a profit. Why do you thin k they are in business ?
You won’t quarrel with the  profit of the Export-Import Bank. IIow 

about the Interna tional Development Association ? The Asian Develop­
ment Bank? Take this sheet and look at  it. Now, you have to dabble 
in it w ith $30 million. Stay  in the guaran ty sector. I will back you up.

Mr. Mills. We hope you will approve the  $25 million reserve request.
Mr. P assman. I hope we don’t.
Mr. Mills. Because reserves are wha t are backing the insurance and 

guaranty programs.
Mr. P assman. Why don’t you have a look at getting out of th is loan 

business and moving forward on the investment guaranty  sector? I 
can work with you. I  have had a little business experience. You may 
need more money than  you are asking for. S tay in the  insurance busi­
ness guaranteeing these loans. Make the profit and go show the Pres i­
dent. “All right , I am making you a profit.” But you people want to 
get your finger in the loan business.

Mr. Mills. Mr. Chairman, we did cut out $20 million.
Mr. P assman. If  you cut out the other $30 million, then I  will say 

you are the greatest  witness ever to appear before this committee.
Mr. Mills. Mr. Chairman, th at is the  capital of the Corporation  and 

we must have capital.
Mr. Passman. Get out of the loan business in OPIC.
You have as much business getting in the loan business as I have 

try ing  to practice surgery  and I wouldn’t know how to pick a sp linter  
out of my foot.

Get out of this. Make a record for yoursel f and make our Govern­
ment some money.

Mr. Mills. Tha t is one goal I  hope to accomplish, Mr. Chairman.
Mr. Passman. Mr. Shriver?

A SS IS TIN G SM AL LE R CO M PA NIE S

Mr. Shriver. Thank you, Mr. Chairman. Mr. Mills, in a news release 
dated March 11,1971, it is stated tha t you are developing procedures 
to assist smaller and medium-sized companies. Would you explain 
these procedures furthe r ?

Mr. Mills. We devote considerable additional staff time to counsel­
ing and processing the applications of smaller investors who are much 
less able than their larger competitors to put together an investment
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project proposal. Although the Corporation’s costs, and often the risks, connected with insuring or financing smaller investments are greater , we are trying to broaden the use of our incentive programs by more small and medium-sized U.S. investors.

The small and medium-sized investor is encouraged to use all OPI C programs—insurance, financing, and pre-investment assistance—in his investment planning. Our Direct Investment Fun d itself is a small business facility in part. An upper limit of $2 million (5 percent of OP IC’s capital) has been set on loans to any project; we expect to make loans as small as $50,000. Most small and medium-sized projects needing loan financing will fall within such a range. Also, OP IC’s investment survey program—under which we share  50 percent of the costs of investment surveys—is especially applicable to the smaller investor. At the present time, OPIC is reviewing several smaller projects for possible financing assistance.

POLITICAL RISK  INSURANCE IN  CHILE

Mr. Shriver. The same news release mentions the situa tion in Chile, and it states that developments in a few other countries are being watched careful ly. What is the status of your political risk insurance contracts  in Chile ? What other countries are you refe rring to ?Mr. Mills. In  Chile, we have outstanding insurance contracts cov­ering  32 projects, not counting two Anaconda projects, coverage of which is in contention. Against expropriation, we have $310 million under curren t coverage plus $321 million on s tandby; against incon­vertibility, the figures are $171 million plus $507 million; agains t war, $119 million and $256 million. The figures for the amounts of standby coverage include the contracts in contention with Anaconda. OPIC  has not had to pay any claims yet on coverage in Chile, but na tionalization steps already underway have led to the filing of  preliminary notices or claims by eight investors. Whether these claims mature, and the cost to the OPIC program i f they do mature, depends largely  on Chile’s per­formance—its prompt payment of adequate and effective compensation for property expropriated and its honoring of the debt of such projects. We are keeping in close touch with insured investors affected by Chilean actions in order to be in a position to act promptly  and effec­tively in response to claims, or to opportunit ies to lend support to fair  and constructive settlements which investors may be able to work out with the Chilean Government.
Other  countries in which we are watching potential claims situations closely include Bolivia and East  Pakistan. If  I  may go off the record?(Discussion off the record.)

PREIN VESTMENT  ASSISTANCE

Mr. Shriver. What kind of new techniques and approaches do you have in mind for the preinvestment assistance program ?Mr. Mills. I n addition  to continuing a preinvestment survey pro­gram under which O PIC  agrees to reimburse a U.S. company f or 50 percent of  the costs of an unsuccessful study, OP IC has funded a pro­gram through the nonprofit Agribusiness Council designed to encour­age agribusiness companies to engage in surveys of investment oppor-
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tunitie s in the field of food processing and marketing. This is in 
recognition of the need for developing countries to utilize their  agricul­
tu ra l resources on a profitable basis. In  addition,  we have very re­
cently institu ted a special project program designed to encourage 
companies to survey investment opportunities in selected industries 
by paying more than  50 percent of the cost of a survey. Our selection 
of special projects is based upon specific needs of countries or regions 
and is designed to be flexible and take advantage  of par ticu lar oppor­
tunities. For example we have recently selected investment in export  
industr ies in Africa to take advantage of the recent elimination of 
tariffs  on manufactured goods of developing countries within the 
Europ ean Economic Community.

Finally, following our congressional mandate  to promote actively 
U.S. private participation in development projects, we are calling on 
a range of American companies personally to acquaint them better 
with our programs and broaden thei r use of them.

TYPES OF PRO JEC TS CONSIDERE D

Mr. Shriver. Would you explain briefly some typical projects 
being considered for investment guaran ties and direct investment?

Air. Mills. Let  me mention first the  proposed projects about which 
we have been approached for assistance through a loan from our 
Direct  Investment Fund. There is a U.S. company planning to build 
and operate the first Fiberg las plan t in Brazil.  The plant would 
help open up a key new indu stry by producing filament glass products 
for  tires, furniture and build ing structures.

As I mentioned earlier, another project  proposal is the U.S. com­
pany plann ing to build and operate a container plan t in Nicaragua, 
which would stimulate  exports and earn foreign exchange. Then 
there is the U.S. company plann ing to build and operate an olive 
processing plan t in Morocco. This would involve a new use of Amer­
ican capital to stimulate North  African exports to the Europ ean 
Common Market through the EEC tarif f preferences. Finally, there 
is the very small U.S. company p lanning to build and operate a desic­
cated coconut plant in Indonesia.

In  the loan guaranty area, some typical examples of  projec ts which 
have requested our assistance throu gh our guara nty of a private loan 
would include the construction of a cement plant  in Sao Paulo, by a 
U.S. company in join t ven ture with local citizens to help make Brazil 
more nearly self-sufficient in this  basic construction material. Another 
would be a company u ndertaking a nickel mining and refining p roj ­
ect in the Philipp ines, which would earn considerable foreign exchange 
at a time when the country faces an exchange squeeze. We would be 
participa ting in the financing of this venture  with the Internatio nal 
Finance Corporation (IFC ).

SALARY LEVELS

Air. Shriver. AVould you provide a breakdown of salary levels for 
your staff for fiscal year 1972 ?
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Mr. Mills. I would be pleased to.
(The information follows:)

Overseas Private Investment Corporation 
Grades and ranges 1372 estimate

Po sit ion s es tab lis hed by the  Fo reign  As sis tan ce Ac t of 1961, as  ame nded, 
appro ved Dec. 30, 1969 ( 83 S ta t 805) :

Executive  level II I,  $40,000_____________________________________  1
Executive  level  IV, $38,000_____________________________________  1
Ex ecu tive level V, $36,000______________________________________  3

Grades es tab lis hed by OPI C un de r au th or ity  of Fo rei gn  Assis tan ce  A ct of 
1961, as  ame nded, app rov ed Dec. 30, 1969 ( 83 St at . 805) :

AD-18, $36,000__________________________________________________ 4
AD-1 6, $26,547 to $33,627_______________________________________ 4
AD-15, $22,285 to  $29,752_______________________________________  8
AD-14,  $19,643 to $25,538_______________________________________  2
AD-13, $16,760 to  $21,791_______________________________________  2
GS-15, $22,885 to $29,752_______________________________________  22
GS-14, $19,643 to  $25,538_______________________________________  11
GS-13, $16,760 to $21,791_______________________________________  11
GS-12, $14,192 to $18,449_______________________________________  7
GS-11, 11,905 to $15,478_________________________________________  3
GS-10, $10,869 to $14,127_______________________________________  1
GS-9 , $9,881 to $12,842_________________________________________  10
GS-8, $8,956 to $11,647_________________________________________  7
GS-7, $8,098 to $10,528_________________________________________  14
GS-6 , $7,294 to $9,481__________________________________________  5
GS- 5, $6,548 to $8,510__________________________________________  17
GS-4, $5,853 to $7,608__________________________________________  6
GS-3, $5,212 to $6,778__________________________________________  1

To ta l pe rm an en t po sit ion s_____________________________________  140
Mr. Passman. Thank you, Mr. Shriver. Mr. Hathaw ay ?

SEL F-S U ST A IN IN G  OP ER ATI ON

Mr. H athaway. Thank you, Mr. Chairman. On page 5 you mention 
tha t in the early years earnings will not be sufficient to meet the needed 
growth in the Corporation’s reserves. When do you estimate tha t 
earnings will be sufficient to meet the reserve commitment?

Air. Mills. The net earnings of the Corporation are applied to the 
insurance reserve and the guaranty reserve to back up the two pro­
grams. Concerning the insurance reserve, the very nature of the risks 
we insure makes it difficult to predict the level of reserves actually 
needed. These risks arise from political events in the developing 
country  which cannot be predicted. We have not been able to develop 
an actuarial basis for loss calculation. This may be an important reason 
why such insurance is not available from commercial private insur­
ance companies.

In  recent years we have been proceeding on the basis of building 
up a cash reserve to handle promptly more routine and medium-sized 
claims. Catastrophic  loss involving one or more countries is viewed 
both by O PIC  and the Congress as a  situa tion which may require an 
appropriation to back the full faith  and credi t commitment of the 
U.S. Government.

The legislation also requires tha t the guaranty  reserve be maintained 
at 25 percent of outs tanding guaranties. I f the  Congress fails to appro­
pria te modest increments each year to OP IC ’s reserves, the Corpora-
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tion would have to allocate a significant proport ion of its earnings to 
the guaranty reserve to permit program growth. The effect of this 
approach would be that  the insurance reserve will continue to grow 
smaller relative to the size of the outstanding portfolio. This  would 
imply appropria tion requests to the Congress to supplement the 
insurance reserve. In my view, our insurance reserve should keep pace 
with the portfol io growth.

When the guaranty program has an outstanding portfolio of about 
$500 million in projects on stream, the earnings  capability of the 
guaranty portfolio  should make it financially self-sustaining. At  th at 
point, which I would hope to be in about 4 or 5 years, a greater projior- 
tion of corporate earnings might be available to fund the insur ­
ance reserve and consequently substantially reduce a ppropriation re­
quests in succeeding years.

PRE-INVESTMEN T ASSISTANCE

Mr. Hat .vat. On page 4, please explain on line 3 “preinvestment 
assistance.”

Mr. Mills. Our preinvestment, assistance consists of giving  prospec­
tive investors informat ion on the  investment situat ion in developing 
countries, investment counseling, and sharing with qualified, inte r­
ested investors par t of the  costs of invest igating potential investment 
opportunities.

CONT INGENT LIABILITY LIMITS

Mr. Hathaway. On page 4, what are the fixed contingent liabil ity 
limits referred to?

Mr. Milij3. These are determined in each specific investment insur ­
ance contract, on a case-by-case basis. Usually, the limit is the amount 
of the grea test coverage the investor is issued for any one of the  three 
political risks—currency inconvertibility, expropriation , or war, revo­
lution and insurrection. This means tha t if we covered an investment 
up to $1 million against inconvertibili ty, $2 million against  expropria­
tion, and $3 million agains t war, in no event would we pay claims of 
more than $3 million even though the investor might  by some chance 
sustain greater losses, if, as is remotely possible, all three events 
happened.

Mr. Hathaway. On page 6, please supply detailed country-by­
country claim situations.

claim situations

Mr. Mills. I  will be glad to share this  informat ion with the com­
mittee. But much of it is either classified or involves privileged busi­
ness information. For  tha t reason, we request that the data  not be 
made public.

(The information follows:)
CURRENT INS UR AN CE CL AIM S SITUA TIO N

The actual and potential claims of which OPI C has knowledge have been 
classified into two categories:

60-208 — 71— pt.  1 1
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List  A  (2 pages)
These are actual  claims being processed. The total s for this group a re :

Expro priatio n____________________________________________$2, 634, 201Inconvertibility __________________________________________ 678, 408
Total (12 cases )_____________________________________ 3,312,612

List  B (1 page)
Action which might present a claims situat ion has been taken by the host governments on these cases, but no formal claims have been made on OITC by the investors. The total for this group is :

Expropriation (three cases), $1,070,500.
In addition there are other cases where no positive action has been taken by the host governments against the part icula r company. In certain cases, as re­quired by the insurance contracts, the investors had informed OPIC of the exist­ence of a thre at of expropriation. Most of these cases involve a constitutional amendment pending before the Congress in Chile, and include potential claims situations in Bolivia. These cases may not result  in actua l claims, but are  being monitored closely. The total exposure of this category of potential claims amounts to :

Expropriation, $292,480,500.
(Note: Subsequent to the hearing, two investments in this category, insured for a total of $16.7 million, have been notified of expropria tory action by the Government of Bolivia, and may result in claims if  not adequately compensated by the Government of Bolivia.)
(Classified detailed list submitted to the committee.)
Mr. Hathaway. On page 6, can the capital fund be used for reserves ?
Mr. Mills. No, but the Direct Investm ent Fun d will be charged with losses, and credited with gains, from direct loans.

N EW  'T ECH N IQ U ES

Mr. Hathaway. Page 8, what new techniques and approaches for preinvestment assistance are contemplated ?
Mr. Mills. I n addition to continuing a preinvestment survey pro­gram under which OP IC agrees to reimburse a U.S. company for 50 percent of the  costs of an unsuccessful study. OPIC has funded a program th rough  the nonprofit Agribusiness Council designed to en­

courage agribusiness companies to engage in surveys of investment opportunit ies in the field of food precessing and marketing. This is in recognition of the need for developing countries to utilize thei r agri­
cultural resources on a profitable basis. In addition, we have very recently institu ted a special projects program designed to  encourage companies to survey investment opportunities  in selected industries by paying more than 50 percent of the  cost of a survey. Our selection of special projects is based upon specific needs of countries or regions and is designed to be flexible and take advantage of part icular op­portunities. For example we have recently selected investment in export industries in Africa  to take advantage of the recent elimination of tariffs on manufactured goods of developing countries within the European Economic Community.

Fina lly, following our congressional mandate to promote actively U.S. private part icipation in development projects, we are calling on a range of American companies personally to acquaint them bet ter 
with our programs and broaden thei r use of them.
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SOURCE OF EARNINGS

Mr. Hathaway. I presume the total earnings are from premiums 
only. Additional earnings  will be from interest  on loans when such 
loans are made ?

Mr. Miles. Yes. The bulk of OP IC’s earnings  in fiscal year 1971 
comes from the fees investors pay for political risk insurance. In  add i­
tion to this, the  Corporation earns income from guaranty  fees interest 
received on loans, and interest earned on U.S. Treasury notes, pu r­
chased by OPIC with previous earnings.

INSURANCE FEE

Mr. Hathaway. Couldn't  the insurance fee be increased in lieu of 
an appropria tion, or as a parti al offset to the appropriation?

Mr. Mii.es. Our board has just approved new fee rates on all in­
surance contracts. The new rates total llXj percent per annum on all 
three coverages, as compared to V/s  percent charged previously. This 
is the highest of any of the  12 developed countries which have similar 
insurance programs. This of course, will increase our income. We do 
not believe we can increase fees to a level that  would substitute for the 
$25 million appro priat ion request. Insurance would no longer be the 
incentive that the Congress intended because it would become too ex­
pensive. We have considered higher fees, and concluded th at a larger 
increase in fees at th is time woud be the wrong thing  to do.

Mr. Hathaway. Wha t percentage of the investment does the in­
surance cover?

Mr. Mii.es. Up to 100 percent of the equity investment and up to 
100 percent of possible reta ined earnings. Now, however, O PIC  has 
introduced coinsurance by the investor. We are not now offering cover­
age of more than the original equity investment in large  and/o r sensi­
tive projects—which means primarily investments in the extractive 
or public utilities industries.

Mr. P assman. Thank you, Mr. Hathaway. Mrs. Reid ?

TERMS OF LOANS

Mrs. Reid. Thank you, Mr. Chairman. Under what terms are loans  
made to private investment projects ?

Mr. Miles. The terms of our loans are commercially competitive in 
the U.S. private money market,  not concessionary. Conditions may 
vary, depending on the need for the project  in the host country and 
its contribution to development. Interest rates are a t or near commer­
cial terms, sometimes variable or with convertible features to enable 
the Corporation to share in the earnings  o f the more profitable ven­
tures. Each project should have a sound debt/ equi ty balance and the 
earnings potential to properly  service all debt. Loan terms may range 
from 5 to 20 years. Maturi ties or principal repayment of these loans 
are based on the financial projec tions of the project, so as to provide 
an adequate grace period to cover the construction and s tar t up phase 
of the project, and a reasonable repayment schedule based on cash
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flows. The loans may be secured or unsecured depending on the cir­
cumstances.

ACC OUNTABILITY TO CONGRESS

Mrs. Reid. What accountability do you have to the Congress on 
your various programs?

Mr. Mills. More than  we had under AID. As president o f the Cor­
poration, I am responsible for its operations and I am accountable to 
the Congress, to the Secretary of State for policy guidance, and to 
the board of directors. Each of us, including my executive vice presi­
dent, are appointees of the President of the U nited States.

Perhaps still more to the point, we must repor t annually to our 
authorizing committees—House Foreign Affairs and Senate Foreign  
Relations. We are subject to the Government Corporat ion Control 
Act. Each year, we a ppea r before the  House and Senate A ppropr ia­
tions Committees.

We are subject to audi t by the General Accounting Office. Also, 
by March 1,1974, we are required to submit to the  Congress an analy­
sis of the possibilities of transferring all or part of our activities 
to the private sector.

LOSS RECORD

Mrs. Reid. What has been your record in regard  to losses so far?
Mr. Mills. Since the beginning of the insurance program in 1948, 

we have paid out a net $3.8 million in claims (after recoveries). Our 
guaranty  claims paid total  $12.4 million, of which we an ticipate even­
tual recovery of approximately  $3 million. We currently are proc­
essing pending claims total ing approximately  $3 million.

types of insurance applications received

Mrs. Reid. Would you describe some of the types of  investment in­
surance applications that you have on hand at this time?

Pick out several typical ones and put them in the record.
Mr. Mills. Gladly.
(The informat ion follows:)

SAMPLING OF CURRENT APPLICATIONS FOR POLITICAL RISK INSURANCE

Ind ia
An application  for a pro ject consisting of the  cons truct ion of a farm tra cto r 

manufacturin g and assembly facil ity. The pro ject  will tra nsfer expertis e in 
manufacturing processes  and technology and will ultim ately aid in the pro­
duction of food in India . The total amount of investme nt is $3.3 million.
Iran

Coverage of the  cons truct ion and operation of a licorice ext rac tion plan t. 
The amount of investme nt is $450,000.
Botswana

An application for coverage  of a project of mineral development (principa lly 
copper) which will aid  in the economic development of Botsw ana. The arrange­
ment  i s a unique one involving a public offering of sha res  in the pro jec t of some 
$51.6 million.
Tunis ia

An applica tion for  th e assembly and sale of sewing machines in the  host coun­
try . The amount of investment is approx imate ly $47,500.
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Nicaragua
An existing business manufacturing vitreous china sanitary ware has applied 

for coverage of a major expansion and modernization which will, in addition 
to other developmental factors, create a number of new jobs. The amount of 
investment is $435,000.
Thailand

An application for an integra ted broiler and commercial pullet company with 
three basic elements; a hatchery, a dressing plant, and an egg station intro­
ducing new techniques to the developing poultry industry . The estimated amount 
of investment is $150,000.

LOAN CRITERIA

Mrs. R eid. Does O PIC  make dollar loans to U.S. private enterprise 
only in the developing countries—What about Europe ?

Mr. Mills. By law, all OPIC assistance is limited to projects in 
“friendly less-developed countries and areas.”

Mrs. Reid. Must there still be at least 50 percent U.S. ownership be­
fore a loan can be considered ?

Mr. Mills. Neither OPIC,  nor, to my knowledge, its predecessor 
agencies had such a requirement with respect to direct dolla r loans. 
However, in regard  to priva te loans which OPIC guarantees under 
the statute , the guaranteed lender must be an eligible U.S. investor 
which means major ity U.S. ownership. The borrower may be a wholly 
locally owned enterprise. I n the case of a loan from the Corpora tion’s 
direct investment fund, our present policy requires tha t the project 
have substantial U.S. participa tion for such a loan to be considered.

CONTROL OF PRIV ATE  INVE ST MEN T ABROAD

Mrs. Reid. I s there still a mandatory control on U.S. priva te in­
vestment abroad? If  so, are the mandatory monetary controls waived 
for OP IC dollar loans ?

Mr. Mills. The mandatory controls on U.S. foreign direct invest­
ment administered by the Office of Foreign Direct Investments 
(O FD I),  Department of  Commerce and the guidelines established by 
the Federa l Reserve Board on loan credits continue in effect. These 
two programs, as you may know, allow for more liberal treatment for 
investment in the developing countries.

However, in answer to your second question, these controls apply 
only to private financial transactions. Since OP IC is lending as a 
Government Agency, its transactions do no t fall within the purview 
of these contro ls; although investments by U.S. investors in projects 
which OPIC  assist must meet these requirements.

Senior subcabinet representa tives of both the Treasury and Com­
merce Departments serve on the OPIC board, which reviews all of 
the Corporation’s loans and guaranties.

Airs. Reid. Are  most of the loans tied to new ventures or existing 
businesses?

Mr. Mills. T o new ventures. To be eligible for any OPIC assist­
ance, the project  seeking assistance must represent  new investment— 
either a new facility, an expansion or diversification.
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SI ZE  OF BUSI NES SE S CO NS IDER ED

Mrs. R eid. I s O PIC  intere ste d in sma ll- and medium-s ized  business 
concerns as wall  as the  so-ca lled b ig business fi rms  ?

Mr. Mills. We  devo te con siderable  ad di tio na l staff tim e to cou n­
sel ing  and processing  the  ap pli ca tio ns  of  sm aller inv estors  who are  
much less able  than  thei r la rg er  comp eti tor s to  put toge ther  an  in ­
vestment pro jec t p roposal. Alth ou gh  the  Corpo ra tio n's  costs, and  of ten  
the  risk s, conn ected  with insu rin g or  financ ing  sm all er investments  
are g reater , we are t ry in g to b roa den the  use of ou r ince ntiv e p rogram s 
by more small- and med ium-sized U.S . investors .

Th e small  - and  medium-s ized  investo r is enc ouraged to use all OPIC  
program s—insu rance, financin g, and pre inv es tm ent assistance—in his 
inv estment pla nn ing . Ou r d ire ct  inves tment f un d its el f is a  sma ll busi­
ness f ac ili ty  in p ar t. An  up pe r li m it o f $2 mil lion—5 perc en t of  O P IC ’s 
ca pi ta l—ha s been set up  on loans to any  proj ec t; we expect to make  
loans as sm all as $50,000. Mo st smal l- and med ium -siz ed proje cts  ne ed­
ing loan financin g will fal l with in  such a ran ge . Also , O P IC ’s invest­
me nt surv ey prog ram—un de r whi ch we sha re 50 p ercent  of  th e costs 
of  inves tment  surveys—is espec ially a pp lic ab le to  th e smaller inv estor. 
A t the pre sen t tim e, O PIC  is rev iew ing  severa l sm all er proje cts  fo r 
poss ible  financin g assi stance.

TECHNIC AL AND PROFESSIONAL SERVICES OPERATION

Mrs. Reid. T o wh at  e xte nt  a re  U .S.  ex po rte rs of  tech nical an d pr o­
fessional  services elig ible  fo r assi stance  un de r yo ur  prog ram ?

Mr.  Mills . U.S . ex po rte rs of  technica l an d pro fes sional services 
can  receive O PIC  a ssis tance if  th ei r act ivi ties t ak e the for m of  a long­
ter m inv estment in a dev elo pin g country . Fi na nc in g of these typ es  of 
investment is ext rem ely  difficult to  evalu ate , nego tia te,  and make se­
cure. Mos t of such  inv estment,  even  if  in du st rial  or  man uf ac tu rin g 
ra th er  t ha n in a service indu st ry , prov id ing ex po rt of  subs tan tia l in ­
tan gible  knowhow and  othe r tech nical and  pro fes sional cap abi liti es.  
We are prese ntly consider ing  insurin g and financ ing  such an inv est ­
ment by a U.S . ad ve rti sin g firm se tting  up  a bran ch  in the F a r Ea st.  
Al thou gh  O PIC  prog rams norm ally are  no t appli cab le to  “one sh ot” 
pro fessional  services contr act s, we do ins ure inv est me nts  inv olv ing  l i­
cen sing, tech nica l ass istance  a nd  m ana gement contract s.

Mr. P assman. Than k you, Mrs. R eid.  Mr . Riegle?

EMPLOYEE

Mr. R iegle. Tha nk  you, Mr. Ch air ma n. Do you req uir e th at the  
co rpo rat ion s investi ng  in  undeve loped countrie s employ predom ina te­
ly  na tio na ls so th at they  can eve ntu ally become self-suffic ient?

Air. Mills . One  of  the cr ite ria  we use in ev alua tin g proje cts  for 
O PIC  su pp or t is the ex ten t of  hos t coun try  employment , sep ara tely 
sta ted fo r manag ement , pro fes sio nal and technica l and labor perso n­
nel. We  ask proje ctions fo r such emplo yment  no t only fo r the con­
str uc tio n per iod  an d the fir st ye ar  o f opera tions , b ut  a lso fo r the fifth  
ye ar  o f ope rat ion . Th is tel ls us the  ex ten t t o which  the  p roj ect will  in-



crease its use of host country nationals in its operations. We also eval­
uate the company’s plans for tr aining nationals for positions with the 
new enterprise.

INVE STMENT EMPHASIS

Mr. R iegle. Is  there any pr iority given to  those companies who deal 
with the basic essentials of life—whose investments affect the coun­
try ’s education, medicine, food, textiles, or housing industries?

Mr. Mills. We emphasize investments of some of the kinds you men­
tioned—subject of course to the fact tha t we operate  in the private 
sector and must be concerned with commercial viability. One example 
of this emphasis is our willingness to  exceed the usual 50 percent cost­
sharing of OPIC  participation  in pre-investment assistance when such 
important projects as food processing, storage, and distribution are 
involved.

Guaran ties and financing of  housing projects were not transfer red 
to O PIC  and remain with AID. We look very closely a t textile pro j­
ects to be sure  they do not displace U.S. domestic producers.

UNDEVELOPED COUNTRIES

Mr. Riegle. What are your crite ria for determining whether a 
country is developed or undeveloped ? Would you please submit your 
list of undeveloped countries for the record ?

Mr. Mills. The cu rrent  lis t of countries where OP IC programs are 
operative is as follows.

(The information follows:)
COUNTRY LIST, INVESTMENT INSURANCE AND INVESTMENT GUARANTY PROGRAM

THE OPIC INVESTMENT INSURANCE AND INVESTMENT GUARANTY PROGRAMS ARE AVA ILABLE, AS OF APRIL  20, 
1971, IN THE LISTED LESS-DEVELOPED COUNTRIES AND SEMI-INDEPENDENT STATES, AS NOTED

(1 )

Investm ent insurance

(2 )

Conve rtib ility Expropria tion
War, revolution and 
insu rrec tion

Investm ent  guaranties 
(extend ed risk)

Afghanistan......................
An tigu a............................
Argent ina........................ .
Barbados.........................
Botswana........................ .
Brazil............................... .
Brit ish Honduras............
Bu run di...........................
Cameroon........................
Centra l African Republic
Ceylon..............................
Chad................................
China, Republic o f. ........
Colombia.........................
Congo (Kinsha sa) ...........
Costa Rica........................
Cyprus i ...........................
Dahomey.........................
Domin ica. ........................
Dominican R epublic .. ..
Ecuador........ ...................
El Salvador............ .........
Ethiopia...........................
Gabon...............................
Gambia.............................
Gh ana..............................
Greece..............................
Grenada...........................
Guatemala'1.....................

Afghan istan............................Afghanistan ( wa r o nly) ...........
An tigua ...................................A nt igu a.....................................A ntigua.

Barbados................................ Barbados................................ Barbados.
Botswana........ ....................... Botswana................................ Botswana.
Braz il......................................  Brazil......................................  Brazil.
Brit ish Honduras ................... Brit ish Honduras ................... Brit ish Honduras.
Bu run di..................................  Buru nd i. ...............................  Burundi.
Cam eroo n. ........................... Cameroo n..................................Cameroon.
Centra l Afr ican R epublic .. . Centra l A frican Republic___Centra l Afr ican Republic.
Ceylon.................................... Ceylon.......................................Ceylon.
Chad....................................... Chad....................................... .. Chad.
China, Republic o f.................China, Republic  o f...................China, Republic of.
Colombia............ ................... Colombia.................................. Colombia.
Congo (K inshasa)..................Congo (Kin shasa) ....................Congo (Kinshasa).
Costa Rica..............................Costa Rica................................ Costa Rica.
Cyprus*..................................Cyprus*.................................... Cyprus.'
Dahomey................................ Dahomey................................... Dahomey.
Do min ica. .............................Dominica...................................Dominica.
Dominican Republ ic.............. Dominican Republ ic.............. Dominican Republic.
Ecuador..................................  Ecuador.
El Salvador.................................. ...........
Ethiopia .................................  Ethiopia.
Gabon........................................Gabo n.. .
Gamb ia...... ..............................Gam bia..
Ghana.. ....................................Gh ana.. .
Greece ......................  Greece ..
Grenada.................................. Grenada.
Guatemala 1.............................................

Ecuador.

Ethiopia.
Gabon.
Gambia.
Ghana.
Greece.
Grenada.

See footnote a t end of table.



COUNTRY LIST- INVESTMENT INSURANCE AND INVESTMENT GUARANTY PROG RAM-Continued

THE OPIC INVESTMENT INSURANCE AND INVESTMENT GUARANTY PROGRAMS ARE AVAILABLE, AS OF APRIL 20, 
1971 IN THE LISTED LESS-DEVELOPED COUNTRIES AND SEMI-INDEPENDENT STATES AS NOTED-Continued

(1)

Investment insurance

(2)

Convertib ility Expropriation
War, revolution and 
insurrect ion

Investm ent guaran ties 
(extended risk)

Guinea........ . ................................. Guinea______ ___________ G uin ea.. ........................... .. . Guinea.
Guyana.......................................... Guyana........... ....... ............... Guyana.................................... Guyana.
Ha iti............................... . ............. Ha iti...... ................................. Hai ti........................................ Haiti .
Honduras__________ ________ Honduras................................ Honduras................................ Honduras.India _______ _____ _________ In d ia . . . .......... ..................... In dia__________________ . India.
Indonesia...................................... Indonesia............................... Indonesia............................. . Indonesia.
Ir an ................... .......................... Ira n_______ ____ _______ Iran .................................. .. . Iran.
Israel. .......... ....... ..................... Is ra e l. .. ................................ Is ra e l. .. ______________ . Israel.
Ivory  Coast_________________ Ivory Coast.............. ............. Ivo ry Coast_____________ . Ivo ry Coast.Jamaica...... ................................... Jamaica................ ................. Jamaica................................ . Jamaica.
Jordan............ . ............................. Jordan.................. ................. Jordan.......... ....................... Jordan.
Kenya...................................... .. Kenya....... ................. . ......... Kenya________ _________ . Kenya.Korea.................  ........ . ............. Korea. ___  _____ Korea_________________ Korea.
Laos............................. ............. . Laos.......... ........... ............... Laos................ ..................... . Laos.
Lesotho____________________ Lesotho _______________ Lesotho_________ ____ __ . Lesotho.
Liberia_________________  .. Liberia_________________ Liberia .............. ...................... Liber ia.
Malagasy..... ................................. Malagasy............................... Malagasy................ ............... Malagasy.Malaw i______ ______________ M ala w i. .. ................ ............. Malawi_________________ Malawi.
Malaysia___________________ Malaysia________________ M alay sia. ............................ . Malaysia.Ma li. . . . . . . . . . . . . . . . . . . . . . . . . Mal i........................ ............... Ma li______ ____ _______ Mali.
Malta *............. ........................ Malta * .. _ .......... . ................. Malta *__________ _____ . Malta.*
Mauritania_____ ____________ Mauritan ia *.......................... Mauritan ia *........................ Mauri tania.*
Ma ur itiu s_________ _______ _ Ma uri tius............................... Ma uri tius................................ Mauritius.Morocco____________________ Morocco.............. ................... Morocco........ ............. ........... Morocco.
Nepal______ _____ _________ Nepal...... ........................... .. N e pa l.......... ...................  . . Nepal.
Nicaragua__________________ Nicaragua.............................. Nicaragua............................... Nicaragua.
Niger.................................... ...... N ig e r .. ._______________ Niger.................................... Niger.Nigeria_______ _____________ Nigeria ........... . ................. .
Pakis tan___________________ Pakistan_____ ____ _____ Pakistan_______ ____ _ . Pakistan.Panama___________ ________ Panama.................................. Panama (w ar on ly).............
Paraguay................................... . Paraguay................................ Paraguay........ . ................... . Paraguay.
Ph ili pp in es .. ............... ............... Ph ilip pine s.____ ________ Philippines________ ____ . Phi lippines.Rwan da ... .................................... Rwanda_________ _____ _ Rwanda__________ _____ . Rwanda.
St. Christoph er-N evis-Angu illa. . St. Chris topher-Nevis- St. Chr istopher-Nevis- St. Chris topher-Nevis-

Anguilla. Angu illa. Anguilla.St. Luc ia___________________ St. Lucia______ _________ . St. Lucia............................... . St. Lucia.
Senegal.......... ......... ......... ........... Sene ga l.. .......... . .................. Senegal................................. . Senegal.
Sierra Leone___ ____ _____  . Sierra Leone............ .............. Sierra  Leone___________ . Sierra  Leone.S in ga por e. .._______________ Singapore............................... Singapore ............................ . Singapore.Somali Re public *......... ........... . Somali R epub lic *. .. ............. Somali Republic *________ . Somali Republic.Sudan *........................................... Su dan*.................................. . Sudan * . . . ........................... . Sudan.*
Swaz iland__________________ Swaziland_______________. Swaziland_________ ____ . Swaziland.Tanzania (excluding Zanzibar) . Tanzania (excluding Zanzi- Tanzania (exc lud ing Zanzi- Tanzania (exclud ing Zanzi-

bar). bar). bar).Thaila nd........ ......... ................. . T h a ila n d .. ....................... .. . Thailand__________ ____ . Thai land.Togo___ _____ _____ _______ Tog o.. ________________ Togo______ _______ ___ - Togo.Trin idad-Toba go____________ . Trin idad-Tobago............. .. Trinidad-Tobago....... ......... . Trinidad-Tobago.Tunis ia........... . ............................ . Tunis ia......... .......................... Tun isia ............... . ............... _ Tunisia.
Tu rke y...........................................Turkey...................... ............... Turkey...................................... Turke<lu rk e y ...... ................................... tu rk e y ........................
United Arab Republic (Egypt) *. . Uni ted Arab Republic 

(Egypt).*

Turkey.
United Arab Republic  

(Egyp t).*

lurkey . 
United iArab Republic

Uganda.......................................... Uganda...................................  Uganda.................................. Ugand
Upper Vo lta..................................  Upper Volta ............................ Upper Volta............................Upper Volta.
Venezuela...................................... Venezuela..............................  Venezuela.................................Venezuela.
Vietna m...... .................................V ietnam....................................  V ie tn am .. ............................. Vietnam.
Western Sa mo a........................... Western Samoa.......... ............. Western Samoa...................... Western  Samoa.
Yugoslavia *.................................. Yugoslavia *.................................................................................
Zambia...........................................Zambia......................................Zambia......................................Zambia.

* Program curre ntly inoperat ive fo r legal or admin istrativ e reasons.
Note : Economically developed coun tries  are excluded from  the OPIC investment incentive  programs. Investment insur­

ance against  inc onver tibi lity  and expropr iation only inay be available for some of the underdeveloped dependencies of 
France ,The Netherlands, Portugal and the  United Kingdom.
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Mr. Mills. OPIC has not established fixed cr iteria  in terms of eco­
nomic indicators for determining whether a country is less developed 
for purposes of our assistance. We seek guidance, however, from the 
several lists already developed by such groups as the Development 
Assistance Committee of the OECD, the U.S. Treasury for interes t 
equalization tax purposes, and the OF DI’s Schedule A countries. It  
should be noted that in some countries where the need for public 
sector assistance has been reduced or terminated (such as Taiwan and 
Ira n) OP IC’s programs are still necessary to encourage the private 
flow of capital or know-how needed to maintain developmental mo­
mentum, until they graduate from OPIC as they did from AID  as­
sistance.

TAXES PAID TO U.S. TREASURY

Mr. Riegle. Could you tell us how much in the way of taxes has 
been pa id into the Treasury as a result of the investments tha t you 
have insured in undeveloped countries ?

Mr. Mills. We are t rying to develop more information on this sub­
ject. We do not now have sufficient information to give a complete 
or accurate answer to this question. However, we estimate our pro ­
grams have assisted some $4 billion of U.S. investment in developing 
countries. At the estimated average retu rn of 10 percent, this would 
mean about $400 million per year earned, of which about half  is re ­
turned to the United States, where it would be taxed—so the rate  
would be about $100 million per year.

Mr. Riegle. I s there any requirement tha t these companies retain 
any of their  profits in the host country to fur ther the growth of the 
company ?

Mr. Mills. No; but in many cases, OPIC encourages retention of 
profits and reinvestment of earn ings by providing insurance coverage 
for retained earnings in an amount equal to the equity investment.

Mr. P assman. Thank you, Mr. Riegle. Mr. Roybal ?
Mr. R oybal. I think the subject matter has been well covered.
Mr. Mills. I  appreciate the time, Mr. Chairman. I have enjoyed it 

very much.
Mr. P assman. If  I thought you did, I would bring you back to­

morrow.
Mr. Mills. I must say I have enjoyed it and I  thank you.
Mr. P assman. All kidding aside, it was nice to have you gentlemen 

before the committee. The  committee will be adjourned.

Wednesday, April 21, 1971.
INTER-AMERICAN  SOC IAL DEVELOP MENT IN ST ITUT E

W IT N E SSE S

W IL L IA M  M. DYAL,  JR .,  E X E C U T IV E  D IR EC TO R
IR V IN G  G. TR A G EN , D E PU T Y  E X E C U T IV E  D IR EC TO R
LE ON M. P A R K E R , D IR EC TO R  OF A D M IN IS T R A T IO N  A ND  F IN A N C E



PROGRAM AND FINANCING (IN  THOUSANDS OF DOLLARS)

1970 actual  1971 estimate 1972 estimate

Program by act ivit ies :
1. Social development grants ................ ..............................................................................
2. Program sup port.....................................................................................................
3. Ad min istrative suppor t.....................................................................................................

5,000 9,000
182 850
624 1,094

Total program costs, funded—oblig ations......................................................................  5,806Financ ing:
Unobligated balance available, sta rt of y e a r . .. ................................................................ —10,000Unobligated balance available, end of year ............................................  10,000 24,194

10,944

-2 4 ,1 94  
13,250

Budget autho rity ..................................................................................... 10,000
Budget  a uth ori ty:

Transferred from other  accounts................................................... .........  10,000

Appropria tion (ad jus ted )....................................................................... 10,000Relation of obligations to outlays :
Obligations incurred, net.......... ................................................ ...........................................
Obligated balance, start of ye ar............................................................................................
Obligated balance, end of year............................................................................................

20,000 ..........................

20,000 ..........................

20,000 ...........................

5,806 10,944
............... 3,121
-3 ,1 2 1  -6 ,8 9 2

Ou tlays................................................................................................................................ 2,685 7,173

OBJECT CLASSIFICATION (IN  THOUSANDS OF DOLLARS)

1970 actual
1971

estimate
1972

estimate

Personnel compensat ion:
Permanent posi tions..............................................................................................................Positions othe r than permanent............................ ...............................................................
Other personnel com pensat ion..................................................................................'.........

Total personnel compensat ion.. 
Personnel bene fits: Civilian  employees. 
Travel and transpor tation of person s..
Transporta tion of thing s....... ..............
Rent, communications, and u ti li ti e s .. ..
Prin ting and reproduction ................ ..
Other  services ............................. ...........
Supplies and mate rials ...........................
Eq uipm en t.. ............................................
Grants, subsidies, and con tr ibut ions ...

Total obligations..........................

PERSONNEL SUMMARY

Total number of  permanent posi tions.........................................................................................
Ful l-tim e equivalent of o ther positions.......................................................................................
Average number of all employees................................................................................................
Average GS grade..........................................................................................................................
Average GS salary « . . . .................................................................................................................

273 998
100 125

2 5

375 1,128
24 80
45 192
30 78
90 152

5 10
172 220

8 21
57 63

5,000 9, 000

5,806 10,944

30 80
4 6

19 66
11.8  10 .8

$17,503 $15,821

1 Excludes executive level positions.

Mr. Passman. The committee will come to order.
We shall hear this afternoon witnesses from the Inter-American  Social Development Institute.
We have as witnesses Mr. William M. Dyal, J r.,  Executive Director, Irv ing  G. Tragen, Deputy Executive Director, and Leon M. Parker, Director of Administra tion and Finance.
I assume, Mr. Director, that you have a statement you would like to make to the committee ?
Mr. Dyal. Yes, I have, Mr. Chairman.

General Statement

Mr. Chairman and members of the committee : Congress created the Inter-Am erican Social Development Insti tute  as a  public corporation in the Foreign Assistance Act of 1969. The corporation represents a
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special effort o f the Congress and the President to bring  about a new 
approach to development in the Western Hemisphere. The legislative 
mandate is broad and suggests the  need for experimentation and in­
novation in social development.

The Ins titu te is just  coming into being as a function ing corpora­
tion. I  was appoin ted Executive Director only a month ago, on March 
16; and, this presentat ion is being made as I sta rt to work with the 
Board  of  Directors in developing the framework for and specifics of 
our operations. I plan to evaluate current social development activi­
ties in La tin America and the Caribbean in order to have available  the 
kind of information required to launch a program consistent with 
congressional intent.

BOARD OF  DIR ECTORS

In  August  of 1970, President Nixon appointed the seven members 
of the Board of Directors, four from the private sector:

—Augustin Ha rt, Jr. , executive vice president of Quaker Oats Co., 
who was designated Chairman of the  Board

—George Cabot Lodge, Lecturer, Harva rd Business School, who 
was designated Vice Chairman

—Charles W. Robinson, persident, Marcona Corp., of San Francisco
—Luis A. Ferre,  Governor of the Commonwealth of Puer to Rico 

and three from government:
—Charles A. Meyer, Assistant Secretary of State  for Inter -Ameri­

can Affairs
—John Richardson, Jr. , Assistant Secretary  of State for Educa­

tional and Cultural  Affairs
—John A. Hannah, Administrator of AID
At the time of the appointment  of the Board of Directors, President 

Nixon made the  following statement about the Ins titu te:
“The Ins titu te will provide grant support for innovative, experi ­

mental programs undertaken primarily by private nonprofit organi­
zations. I t is designed as a pilot project to bring the dynamism of U.S. 
and Lat in American priva te groups to bear on development problems 
throu gh people-to-people programs, and to help broaden the par tici ­
pation of individuals in the processes of development.”

The I nsti tute  will be limited in size and scope of operations to keep 
it on a p ath  of creative innovation. It  will be separate from existing 
Government agencies and it will not have personnel permanently as­
signed abroad. It  is my hope tha t the Ins titu te will develop a fresh 
approach to support new and experimental efforts by private  o rgan i­
zations to contribute to social and insti tutional development. ..  .

The members of the Board were confirmed by the Senate in Septem­
ber 1970; and, the Board of Directors has met monthly since October. 
The Board has acted with care and deliberation in determin ing the 
organizat ion and approach of the Ins titu te before proceeding to ex­
pend funds or to employ staff. In October the Board appointed 
study groups to prepare for it  the various program, organizational and 
administrative options available to it in establishing a new corporate 
body for inter-American social development. At its next scheduled 
meeting, May 5, the Board plans to complete its review of these studies 
and set forth the criteria , guidelines, and opera ting procedures for 
init iating the Ins titu te’s activities in partne rship  with the peoples of 
Lat in America and the  Caribbean.
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PURPOSES OF THE INS TITUTE

The four major  purposes of the Institute as cited in the enabling legislation are:
1. To streng then the bonds of friendship and unders tanding 

among the peoples of this hemisphere ;
2. To support self-help efforts designed to enlarge the oppor­

tunities for individual development;
3. To stimulate and assist effective and ever wider par ticipa tion 

of the people in the development process;
4. To encourage the establishment and growth of democratic 

institutions, both priva te and governmental, appropria te to the 
requirements of the individual  sovereign nations of this 
hemisphere.

These purposes are to be carried out primarily in cooperation with 
private , regional, and international organizations. While the stated 
purposes are not substantia lly different from previous social develop­
ment programs, the attitudes and style of th e staff and characteristics 
of the Insti tute  promise an innovative approach to social development.

A major difference is tha t in practice the Ins titu te will focus on 
people as the center of development, and will provide support to those 
who are a ttempting to solve their  own problems. The approach of the 
Inst itute will be to share in the efforts fo r change and betterment of 
life in the hemisphere and not to impose values, methods of assistance, 
nor solutions to problems as conceived by the  United States. We wall 
avoid the dangers of  rigid  preconceptions and prescriptions  as to what 
other peoples need and want. The Ins titu te will operate on the as­
sumption th at human resources, ideas, and the desire for improvement 
are present in the peoples of the countries o f this  hemisphere. We will 
listen and be responsible to thei r wishes in determin ing how we can 
best share in th eir efforts fo r improving the conditions of life.

The Institu te is a pilot project in U.S. assistance which has the over­
all goal of finding and assessing the feasibility of new approaches to 
develop. The Inst itute will search for and test development methods 
which can be more effective than tradi tional methods. The Inst itute  
will make discreet use of money and as a small experimental o rganiza­
tion will not be encumbered by other activities  which could detract 
from the accomplishment of the purposes set forth  by the Congress.

APPROACH TO OPERATIONS

The Insti tute  will operate through the use of grants and loans. Most 
grants and loans will require matching funds. We will avoid c reating 
situations where institu tions are dependent upon us for survival or 
continuing operations.

The Inst itute  will avoid duplication of efforts by other development 
agencies. F or this purpose we will establish a resource and informa­
tion center on the social development activities of other institutions. 
This in formation will be available to all interested organizations.

The Inst itute will establish criter ia for determin ing the specific 
projects which it will support. These cri teria will be based on the con­
cepts set for th in House Report No. 91-611 on the Ins titu te: Inno­
vation, experimentation to overcome bottlenecks to progress, sensi­
tivity to and support of indigenous efforts by Lat in American and 
Caribbean people themselves, independence of short-term political
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factors which affect the day-to-day course of U.S. Government policy, 
responsible recognition and assumption of risks to help solve specific 
development problems, replicabili ty, and operations pr imar ily throu gh 
and with the private sector. It  is essential tha t these criter ia be flexible 
and appropria te to local situations, maximize the effectiveness of our 
resources, and do not create a complex or burdensome bureaucracy. In 
this context the Inst itute will have no resident staff overseas.

Evaluation will be an integral  part of the Ins titu te’s program ac­
tivities. We are investigating various evaluation techniques and we 
are consulting with various organizations, including  the  General Ac­
counting Office, to assist us in establishing an appropria te and effective 
system of evaluation.

The resources of the Corporation are limited. Tt will have a discrete 
program of its  own dis tinct from o ther government and international 
agencies. The Institute  commits itself neither to make impossible prom­
ises of accomplishment nor to exaggerate results which falsely arouse 
expectations.

A D M IN IS TRATIO N AN D OP ER AT IO NS

The budget presents our best estimates of funding requirements 
before we have had time to  determine precisely what we shall do and 
how we shall do it. In the Foreign Assistance Act  of 1969, Congress 
authorized not to exceed $50 million from the economic assistance 
funds of fiscal years 1970 and 1971 to be made available to the Cor­
poration and to remain available unt il expended; $30 million has been 
transfer red from ATT) to the Institute, and the Board of Directors 
has requested the  tran sfe r of the remaining $20 million authorized for 
the use of the Insti tute. With  these resources, the Board intends to 
fund the Inst itute activities without new appropriations for an initial  
experimental period. Only $5.8 million is available for the program 
in fiscal year 1971—well below the $10 million ceiling set in the  1971 
foreign assistance appropriations bill—and we estimate that approxi­
mately $10.9 million will be needed for obligation in 1972.

The estimated $10.9 million program for  fiscal year 1972 will not 
require newly appropriated  funds. Of the total, we are planning $9 
million in gran ts for projects in a number of social areas yet to be 
determined by the Board. Organizational support activities are esti­
mated at $1.9 million.

We are being very selective, in staffing this small corporation  in 
order to enlis t the best professional expertise available in the various 
areas of social development. We estimate th at no more than 30 perma­
nent positions will be filled by June  30, 1971, and a maximum of 80 
positions by the end of fiscal year 1972.

CONCLUDING REMARKS

Mr. Chairman,  at mv swearing-in I pledged tha t this corpora­
tion would be a listening, responsive, creative organization com­
mitted  to grassroots social and economic development in Latin  Amer­
ica and the Caribbean. I also pledged to keep the organiza tion small 
in size, innovative in character,  and independent from the ebb and 
flow of political currents which usually affect policy and relationships. 
We are guided by th is pledge and committed to the intent  of the Con­
gress in establishing the Insti tute.
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BIOGRAPHY

Mr. Passman. Do you have a biographical sketch, Mr. Dyal?
Mr. Dyal. I do.
Mr. Passman. Without objection it will appear in the record at 

this point.
(The biography follows:)

William M. Dyal, J r.
Bor n: May 13. 1928, Austin, Tex.
Educati on :

A.B., Baylor University, Waco, Tex.
M. Th„ Southern Theological Seminary , Louisville,  Ky.

Special Stud ies:
School of Languages,  San Jos£, Costa Rica, 1953 (Curren tly maintain  oral and wri tten  fluency in Spanish)
Group Rela tions Conference, Sponsored by W ashington School of Psychia try and Tavis tock Insti tut e of London at  Amherst College, 1970.Family :
Marr ied Edi th Colvin, 1950 (na tive  of E l Dorado, Ark .). Da ughte rs:  Kathy , 18; Deborah, 12; Lisa , 8.

EXPERIENCE

March 1971 to Prese nt:  Exec utive  Director , Inte r-Amer ican  Social Develop­ment Inst itute. Created by an act  of the  Congress, the  Insti tute is a public corporation  designed to supp ort social development efforts  of the  Latin American and Caribbean peoples. The insti tut e will work prim arily through and with priv ate  organ izatio ns, individuals and intern ational organizations  in seeking to supp ort Latin  American and  Caribbean ins titu tions and people in solving problems rela ted  to secur ing greater  and more equitable dis tribu­tion of income, goods and serv ices ; to expanding opportunity  for  people to par tici pat e in the cri tical decisions  and processes affecting their  liv es ; and to ame liora ting the  conflicts which inev itably accompany basic change.
September 1969-March 1971:

Peace Corps Regional Dire ctor  for  Nor th Africa, Near East , and  South Asia (including India, Nepal, Ceylon, Maidive Isla nds , Iran, Afghanistan , Turkey , Malta, Tunisia, and Morocco). 1,500 volunteers, 300 Americans and Hos t Country Nat ional Staff.
As Regional Dire ctor : Determined the  policy direc tion and  implementation of Peace Corps programs in these  count ries. Eva lua ted  program proposals of Country Directors and program coordin ator s and  af te r cons idera tion of such ma tte rs as Peace Corps capac ity and  policy and  of political, social and economic conditions of the  countries dete rmined programs w’hich are  to be car ried o ut in  these  coun tries.
Eva luated proposals  and  recommendations from oth er U.S. Government agencies, universit ies, and priv ate  agencies for  the  development, im­plementation or modification of Peace Corps programs . Conferred  with North  Africa,  Near Ea st and South Asia Ambassadors to the United States on ma tte rs concern ing program planning  a nd development. Made periodic field trip s to the  countries.
Par tic ipa ted  in the selection  and orie ntat ion of a ll Peace Corps staf f for  the coun tries  in which the  Peace Corps had  projects , exercised direct  super­vision over the Peace  Corps Country Direc tors, and  over the  Washington supp ort staff.

Janu ary 1967-August 1969: Dire ctor  of the  Peace Corps in Colombia, SouthAmerica. Directed  a prog ram and adm inistrative sta ff of 40 Americans and Colombians, and  a peak volun teer force of 800, thro ugh  a cen tral  office and 6 regiona l offices, with an annual budget of $2 million. Developed new pro­grams with the Government of Colombia in  the  fields of agriculture  produc­tion and marketin g, education  spec ialis ts in ma th and  science teaching methodology and  curriculum, small and medium business consulta nts, urban sector development, educational television, and  architectual  consul tants. Worked in liaison w ith  th e Minis tries of Education, Agricultu re, and  H ealth,  and  the Agrari an Reform Insti tut e, the Colombian In sti tu te  of Administra-
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tion, and  the  Radio  and  Television  Insti tut e. Served on numerous  boards 
and  commissions dealing with social and  economic development issues  in 
Colombia and  La tin America.

June  1963-December 1966: Dire ctor  of Organization,  Christ ian  Life Commis­
sion, Nashvi lle, Tenn. (a small privat e and  church-supported social issues 
emphasis agen cy).  Publ ic speaker, wr iter, and organiza tional coordin ator  
in are as of domestic and intern ational social issu es:  civil righ ts, wa r and 
peace, poverty, citizenship. Served as a nongovernmental observer at  the 
United Nations . Freque nt speaker a t university  studen t conferences and 
seminars.

Janu ary 1962-June  1963—Personnel Associate Direc tor, Directo r of Orie ntat ion 
and Tra ining for  all  overseas personnel, Foreign 
Mission Board, Richmond, Va.

Jul y 1959-December 1961—Area Dire ctor  for  Southern  South America (Argen­
tina , Chile, Paragu ay,  Uruguay) with  h ead qua rters 
in Buenos Aires, Argentina,  for  the Ba pti st Foreign  
Mission Board of Richmond, Va. D irected the work 
of 125 overseas  representat ives .

August 1956-June  1959—Chief Adm inis trator, Costa Rica Baptist Mission and 
Director  of Orientation, all Overseas Rep rese nta­
tive s to La tin  America for  Foreign Mission Board.

Jun e 1954-July 1956—Educational represe ntat ive,  Guatemala Bapti st Mission.
(Specialized t rai nin g in community development for 
Guatema lan High School and univ ersi ty studen ts; 
Presiden t, Guatemala Theological Semi nary; Coun­
selor for Mayan Ind ian  Villages on community de­
velopment. )

Pu bli cations:
Book, Author, It 's Worth Y our  Lif e, Associat ion Press, 1967 (Award Winner, 

Bes t Seller)
Book, con tributor, The Cutt ing Edge, W ord Books, 1969 
Book, A uthor Un Desafio al Discipulado, Mundo Hispano Publ isher, Buenos 

Aires, 1970
Ho no rs:

Awarded The Gold Medal of Santander of Colombia by Pre sident  Carlos 
Lle ras  Restrepo, 196S, Highest  Decoration  of the Colombian Government 
for  Edu cationa l and Cultura l Co ntrib ution to  the  Nation.

Mr. Passman. I will yield to Mr. Hathaway.

OP ER AT IO N OF T II E  IN S T IT U T E

Air. Hathaway. Thank you, Mr. Chairman.
I understand  you are not here to request any money from us ?
Mr. Dyal. That is right.
Mr. Hathaway. You just started  off 1 month ago.
Mr. Dyal. I was sworn in March 16th.
Mr. Hathaway. Both a g rant and a loan program for underdevel­

oped countries?
Mr. Dyal. Latin America and the  Caribbean area.
Air. Hathaway. How does your operation fit in with the Bank's 

operation ?
Mr. Dyal. We were cons tituted as a corporat ion with the idea tha t 

we would function pr imar ily in the private  nongovernmental sector of 
La tin  America.

Mr. H athaway. Does the Inter-American Bank also deal with the 
priva te sector ?

Mr. Dyal. It  does.
Air. Hathaway. You would overlap with them ?
Air. Dyal. In the sense th at we would be covering much of the same 

area, but as a smaller operation primarily  concerned with an innova-
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tive approach to social development at the grassroots level. We are 
talk ing about relatively small kinds of projects.

Mr. Hathaway. Like what, for instance ?
Mr. Dyal. Fo r example, in areas like nonformal education, com­

munity development, and so forth.
Mr. Hathaway. You wouldn’t be concerned with sewer treatment 

projects?
Mr. Dyal. No.
Mr. Hathaway. Just  social problems ?
Mr. Dyal. Tha t is r ight.  Iden tify ing with existing institutions in 

Latin  America in the social development area.

SOUND FUNDING

Mr. Hathaway. You have funding now from a trans fer, is that  
righ t ?

Mr. Dyal. That is right.
Mr. Passman. Of course, you operated on appro priated funds.
When A ID presented their request it was understood in the amount 

they requested tha t they may fund your institution up to a certain 
level. If  they hadn’t requested the money the level we gave to AID  
could have been that  much lower. You are opera ting on appropria ted 
funds and without the request for these funds AID  wouldn’t have 
gotten as much money as they got. You will accept tha t as a fact, 
won’t you ? ■

Mr. Dyal. Yes.
Mr. Hathaway. Tha t is what I meant. There is no direct appro­

priat ion and they are not  ask ing for a direct one.
Mr. Passman. A lot of these are going indirec t and they run into 

hundreds of millions of dollars. They feed it into one big tank  and 
draw it out through a lot of spigots. They say, “We only work on a 
tran sfer .” But remember, the money was put  in for the transfe r.

USE OF FUNDS

Mr. Hathaway. Could you tell us what you are using the money 
for ?

Mr. I)yat.. No project has been voted by the Board at all at this 
point. In fact you are looking at one-fifth of the entire existing staff 
here today, these three members. The Board, in its May 5 meeting, 
will establish the program policies and the project criteria which will 
then be the  basis on which we will begin to operate. So actually no 
funding of any kind has been decided a t th is point.

Mr. H athaway. Are you limited by law as to the amount of loan 
or grant that you can make ?

Mr. Dyal. No, we are not.
Mr. Hathaway. You can make any size ?
Mr. Dyal. That  is righ t.

LOCATION OF STAFF

Mr. Hathaway. You say you are not going to have any bureaucracy 
in Latin  America?

Mr. D yal. There will be no overseas resident staff at all.
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Mr. H athaway. Wouldn't it be a good idea to have a resident staff 
to be. closer to the scene of the actual development and see just how the 
loans and grants are progressing ?

Mr. Dyal. Actually we feel by having a very small resident U.S. staff and operat ing through existing institut ions in the field, whether 
Latin American, Un ited States, or European, we would not be ope ra­
tors ourselves of projects in the field. Thereby you take away the neces­sity fo r resident staff overseas.

Mr. Hathaway. But there would be some U.S. Government repre­sentation in the  areas where the money is being spent?
Mr. Dyal. The evaluation and audi t process would func tion much 

as in the past, with the opportunity for feedback on what is occurring there.
loans and grants

Mr. Hathaway. You have two loan windows; will there be hard  and soft loans ?
Mr. Dyal. Tha t is still, I think,  for the Board to decide.
Mr. Hathaway. Yon can go either way under the law.
Mr. D yal. Tha t is my understanding.  Since we are under the U.S. Public Corporat ion Act, I cannot exactly describe the process.
Mr. H athaway. I s there a percentage of the funding tha t has to be for grants and a percentage for loans, or can you shift it?
Mr. Dyal. Not under the legislation. Tha t would be something for the Board to make a judgment on.
Mr. Hathaway. So you have considerable latitude ?
Mr. Dyal. Yes; there is la titude.
The real latitude, of course, is in terms of the total amount of the authorization  which was $50 million in the Foreign Assistance Act of 

1969, and the past fiscal year limitation was for $10 million, but the 
total is no-year money. The idea is th at th is would be an exper imental kind of program with the authorization in one package for a m ulti­
year basis. The latitude stops a t the point of the  amount of funding.Mr. Hathaway. Which is $50 million, you say ?

Mr. Dyal. That is right.
Mr. Hathaway. You have $50 million which can be soft  or hard  loans or  can be g rants o r loans in the  discret ion of the Board?
Mr. Dyal. Tha t is right.
Mr. H athaway. You can give away the whole $50 million if you want to.
Mr. Dyal. No; we could not, because of the limitation of $10 million during tha t par ticu lar fiscal year. You are speaking of the entire period ?
Mr. Hathaway. Well, you could give away the $10 million unti l the 

next fiscal year i f you wanted to. You wouldn't have to loan any of it.Mr. Dyal. Tha t is right.
If  I  might add one other comment, it is because we are dealing basi­

cally with men, or people, as the core of our concern rather than cap ital 
development or large scale institution building that  provides one other 
side of the framework of latitude. You could describe it that way. I t 
would help to make judgments about the amount of a loan or a gran t. 
I think,  also, it could be sta ted tha t the congressional inten t, as I  u n­
derstand it, in the creation of the Inst itute was to steer awav from60-20S— 71— pt. 1
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larg e-scale lon g-term  in st itu tio n bu ild ing , bu t ra th er  to  fund  p rojec ts 
close to the  people , in whi ch the y are involve d, in the process of  w ha t 
wou ld be call ed gra ssroots social and economic develop men t. That  is 
an othe r side of the lat itu de  to  keep in m ind.

COORDINATION OF PROGRAM

Mr. H athaway . Do you inten d to dovetai l yo ur  opera tions  wi th  
gr an ts  an d loans  made from othe r sources?

Mr. D yal. T o c oordinate,  I th ink,  s ir,  w ould be a be tte r way to ex ­
pre ss it. We wou ld no t at te m pt  to  move int o an  area  whe re there  is 
larg e-scale fu nd ing by A ID  or  by the In ter-A mer ican  Dev elopment  
Bank, or  by UNDP,  bu t ra th er  to  find  the ga ps  which  exist  which would  allow a pa rt ic ul ar  projec t conceived  by the people and which 
would  be to th ei r bene fit to have the  kind  of  exp ression and su pp or t it  needs.

Mr.  H athaway . Bu t the re  m igh t be some so cial prog rams th at  cou ld 
be coord ina ted  wi th  some economic  dev elopment  an d I  presum e you wou ld hav e close lia ison wi th  th e I nte r-A mer ican  B ank?

Mr. I )yal. Y es. We  defi nite ly feel th is  is one of  the con gres sion al 
int en ts,  to coord ina te and  be sure wha t opera tio ns  we are  e nga ged  in 
re la te to the  ki nds of a ctivit ies  th at are  go ing  on a nd  wo uld no t sim ply  du pl ica te a t points .

Mr.  H athaway. Tha nk  you , M r. Ch airma n.
Mr. P assman. Air. L ong.

INS TITUTE  APPROACH

Mr.  L ong. As you note  on the  fir st p age o f you r st ate me nt,  the I n st i­
tu te  is at tempt ing “to  br in g about a new ap proa ch  to dev elopment  in 
the  West ern  He misphere. ” I  realize  t hat you  hav e ju st  o rga niz ed the In st itut e,  but  yo ur  sta teme nt  is v ery  general. I  would l ike  to  he ar  some 
specific  examples of  the type  of  “new ap proa ch ” you are  at tempt ing in So uth America. W ha t (io you  have in mind  fo r C olombia ? F or V en­
ezuela?  Are you co nte mpla tin g any proje cts  in Chile?

Mr. Dyal. I  recognize th a t the sta tem ent is very gen era l. We are  
sti ll in the process of  organiz ati on  and are  seeking to define  polic ies, 
cr ite ria , an d guidel ines . In  talki ng  o f a  new appro ach, I was speak ing  
of s tyle—style  of  involving the L at in  Ame rican an d Caribbean p riv at e 
sector  in efforts fo r th ei r own develop men t. We  do no t wa nt to pr o­
gr am  fo r groups  in cou ntr ies , bu t ra th er  rei nforc e an d su pp or t thei r 
effor ts. Conso nan t wi th th is new appro ach, deci sions will  be made on 
countrie s in  which the In st itute  will opera te only af te r we have  m uch 
fu lle r inform at ion about the  i nte res ts of  p riv at e grou ps  in the  respec­
tive cou ntr ies  a nd  the Bo ard of  D irecto rs has a  chance to evalu ate  th e re lativ e opp or tun ities  in each c ountry.

Mr. Long. Ass um ing , as you say on page 5, th at  all Wester n Hemisphere people “desi re” imp rovement , I  wou ld like to know  how 
you are go ing  to ge t a roun d the  “desi res” of  ru ling  oligar chies to  block  impro veme nt in  the ord inar y m an 's life .

Mr . Dyal. T he  emphasi s of  the leg islation on “wo rking  pr im ar ily  
th ro ug h and wi th  the pr iv at e sec tor” allow s the In st itute  to select ta rg et s o f o pp or tuni ty . In  almost all the countr ies , organiza tio ns  dedi ­
cated to  social  dev elopment  and change  e xis t; and, un de r the  leg isla­
tio n, ou r purpo se is to  h elp  reinfo rce  such org aniza tions.  Reori enting
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the oligarchs in the various countries should be effected by groups and 
events within the ir own countries.

CONTINU E INTERESTED IN  PROGRAM

Mr. Long. I note on page 6 that  your program will require match­
ing gran ts and loans in most cases. I  would like to know what Latin 
American nations have indicated interest  in working on educational, 
technical, or other  projects with the Uni ted States on a matching basis.

Mr. Dyal. Once again, Congressman, our primary purpose is to 
work through and with the private sector. Before the Institute Board 
of Directors appointed me, they asked t ha t a survey be made of on­
going efforts for social development in Latin America. This survey 
revealed tha t many pr ivate  Lat in American foundations  have been set 
up by companies and families to help promote some aspects of social 
development, especially medical research; tha t United States, Latin  
American, and European private organizations which are operat ing 
in the area  have developed promising efforts in various countries ; and 
that, many of these organizations, with discreet inputs  of additional 
funds, could substantially broaden their  efforts and become truly  sig­
nificant instruments of change. In the first phase of the Ins titu te’s 
work, we shall seek to ident ify these indigenous institut ions dedicated 
to social development and to consider with them the desirabil ity of 
Ins titu te financial or other  cooperation in improving thei r efforts. 
Since we wish to avoid long-term financial dependence on the In ­
stitu te for  the programs developed, we will seek to work out a realistic 
formula  in each case to match Insti tute inputs with those to be raised 
by the cooperating organization.

Mr. Passman. Mrs. Reid.

private sector

Mrs. Reid. Wha t group in the private sector would you deal with ?
Mr. Dyal. That is stil l to be determined. The Board, at its coming 

May 5 meeting, will determine its program policies and project cr iteria  
and out of th at then would flow the first kinds of contacts with lx>th 
United States and Latin American institutions.

The legislation calls for  suppor t of both Latin American and Carib­
bean and interna tional  o r regional as well as U.S. institutions . Th ere­
fore, the Board must still  make a determination within tha t wide lat i­
tude of the kinds of suppor t it  would provide to institutions, b ut they 
would be private, nongovernmental.

Mrs. Reid. It  is my understanding tha t in this Inst itute there are 
no commodities involved.

Mr. Dyal. Tha t is right.
Mrs. Reid. You are dealing with expenses and personnel ?
Mr. Dyal. That is right .

PROJECT DETERMINATION

Mrs. Reid. H ow a re you going to determine the projects? How will 
the Board determine this ? What will be the crite ria ?

Mr. Dyal. Obviously there are many proposals tha t will be sub­
mitted in the process of the coming montlis and years. We feel 
strongly tha t the inten t of the legislation was to be responsive to 
Lat in American and Caribbean peoples and the ir concerns about
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social development ra ther  than the Inst itute being only a U.S. inte r­pretation of those concerns.
At this point the Board must make a determination about how to be responsive. We feel tha t this means being able to listen to what the peoples of Latin  America and the Caribbean are saying their  real prior ities are rather than  determin ing it from an ivory tower in Washington.
Mrs. Reid. Will this be on a country-to-country basis ?
Mr. Dyal. No; it is not government-to-government. The legislation very distinctly states we are  to re late to the private nongovernmental area in Latin  America. This means relat ing to institut ions there, listening to them by means of ad hoc committees, advisory  councils, whatever you can find to t ry  to find what the people are saying, what has worked? what they believe will work and where they  would like to see this  kind of funding  provided fo r the support of thei r programs. 

COORDINATION

Mrs. Reid. What coordination would you have with groups such as CARE ? Would there  be coordination wi th a group of t ha t kind ?Mr. Dyal. Coordination in the sense tha t we hope to be a clearing­house of information about everything going on in social develop­ment in Latin America and the Caribbean. That does not exist any­where today.
For example, CARE does not l'eall y always know what the other kinds of priva te or nongovernmental' organizations—United States, European, or Latin— are doing; and, if the Board of Directors de­termines that, this is the type of activity which the legislation intend us to carry  out, we would hope to provide tha t kind of clearinghouse of informat ion and knowledge so tha t we could put  one in touch with the other, as well as being able to provide help ourselves when appropriate.
Airs. Reid. The Board will meet in May ?
Mr. Dyal. Yes, on May 5. I was sworn in 1 month ago so we are in a very formative stage. One reason our statement is so slim is be­cause it represents  our first month of operations.
Mrs. Reid. That  is all at this time, Mr. Chairman. Thank you.Mr. P assman. Mr. Riegle?

IN S T IT U T E  OP ER AT IO N

Air. Riegle. Thank you, Mr. Chairman. In developing democratic institu tions in Latin America, which I understand is part of your charte r, what limitations do you see in working with those countries that  have milita ry dictatorships?
Mr. Dyal. The legislation does not require the Inst itute to operate in all countries. It  should also lie noted that  it will operate through and with the private sector.
Mr. Riegle. In  designing innovative or experimental social develop­ment nrograms for the Caribbean, how would you take advantage of the “black power” movement or would you ignore it ?
Mr. Dyal. This is a question which can onlv be faced in the c o n ­text of each specific project. The Inst itute intends to he responsive to Caribbean interests as expressed by and through the private  sector.
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POPULA TIO N PROBLEM

Mr. R iegle. It  is my unders tanding th at the most significant prob­
lem in Latin  America today is population growth. Will any of your 
experimental projects deal with this problem?

Mr. Dyal. The Board  o f Directors has not yet set forth the policy 
on the specific program categories in which the  I nst itute will  become 
engaged. We recognize th at considerable efforts are now being carried 
out by a number of organizat ions; it is no t our purpose to duplicate  
these efforts. We will, within the guidelines set by the Board, be aler t 
to special opportunities  in all significant fields, inc luding population  
growth.

POLIT ICA L RISK S

Mr. Riegle. What are the political risks in supporting innovative 
or experimental programs in the Caribbean or L atin  American coun­
tries? The host country will certainly  be aware that the U.S. Govern­
ment is funding the program and will therefore look to the  United 
States if something goes awry. Do you have any way of  minimizing 
this risk?

Mr. Dyal. The Ins titu te will in no way disguise the source of its 
funding. The political risks vary from projec t to project. The Board 
intends to review each p roject  careful ly and determine the risks in­
volved. We intend to minimize these risks by being open in our pro­
graming, by provid ing information  about the  uses and purposes of our 
funding , and by establishing info rmational liaison with governments, 
even though we will be working primarily  through and with the 
private sector. The Board is carefully weighing alterna tive operat ing 
styles so that it can choose the most appro pria te f or both meet ing the 
objectives of the legislation and keeping U.S. exposure to political 
risks at a minimum.

Mr. Passman. My line of questioning should not be interpreted as 
personal.

We have about as much use for this  organization as I  would have 
for a battleship out in  the desert. If  there was ever anything presented 
to this committee that  should be thrown out, it  is this  outfit.

Everybody is trying to get their finger into the pot.

size of foreign aid

Inasmuch as you are being funded out of AID, I guess this  would 
be called foreign aid o r foreign assistance, would it not ?

Mr. Dyal. I t was created in the  Foreign Assistance Act of 1969. 
Mr. Passman. Tha t would be your interpreta tion, tha t it would 

fall under the  broad scope of foreign aid.
Mr. Dyal. The broad scope.
Mr. Passman. Do you know what the President has requested for 

foreign aid and foreign assistance for fiscal year 1972 ?
Mr. Dyal. No, sir; I do not.
Mr. Passman. Have you any idea ?
Mr. Dyal. No.
Mr. Passman. Could you give us a rough guess ?
Mr. Dyal. I wouldn’t even attempt,  sir.
Mr. Passman. Do you have any idea ?
Mr. Parker. A little over $2 billion, I believe.
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Mr. Passman. What is your guess ?
Mr. Tragen. I don’t know.
Mr. Passman. $13,517,628,000 under 27 different spigots, is the figure.
It  has been splattered all over the table, just like you would drop an egg; not only do they cut it up into 27 different spigots, but now they are proposing new legislation to break it up fur the r and I don’t be­lieve the entire 535 Members of the Congress, both Senate and House, could spend the rest of the year on this bill and know too much about it.

OPEN ING OF INSTITUTE

You are asking for an additional $11 million limitation on top of the $10 million tha t we permitted you to operate on las t year and you have only been in business 30 days; is tha t right?
Mr. Dyal. Tha t is right ; we are in business only 30 days.Mr. Passman. So half  of the fiscal year was actually  gone before you went into business; is tha t right ?
Mr. Dyal. No, si r; that  is not right.
Mr. P assman. You said  you went into business in January.  Do you want to stick with that or not ?
Mr. Dyal. The  Board began functioning in October.Mr. Passman. When did you really open up shopkeeping?Mr. Dyal. The shopkeeping was opened March 16.Mr. Passman. When did the Board officially come into existence?Mr. Dyal. October.
Mr. Passman. What did you say earlier  about Janu ary  ?Mr. Dyal. I don’t believe I said January , sir.
Mr. P assman. Then you officially began business in March ?Mr. Dyal. Tha t is rig ht ; 1 month ago.

DISBURSEMENTS MADE
Mr. Passman. So you are 30 days old officially and you have $10 million that you haven’t spent a nickel of ?
Mr. Dyal. Yes, we have spent some.
Mr. P assman. How much have you spent out  of the $10 million?Mr. Dyal. At this  point-----
Mr. Parker. Including what we owe to AID in reimbursement, prob­ably $250,000 or $300,000. By the end of the current fiscal year or throu gh June  30, 1971, our current estimate of fiscal year 1971 obli­gations for organization support, by object class, is as follows:

Object Class In tho usands  of  dollars11 Personne l____________________________________________________  13712 Personnel benefit s_____________________________________________  1)21 Trav el and transp ortation of persons______________________________  1022 T ranspo rta tion of things_______________________________________  523 Rents, communications and uti lit ies _____________________________  2024 Prin ting and reproduction ______________________________________  125 Other services_________________________________________________  ISO2(5 Supplies and ma ter ial s_________________________________________  531 Equipment___________________________________________________  50
T o ta l____________________________________________________  417

Mr. P assman. How many do you have on the payroll and what do you estimate the payroll has been March throu gh April , up to now?Mr. Parker. As of Apri l 21 there were 12 people actually working for the Inst itute , under a variety of payment and reimbursement ar-
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rangements. Their  payroll cost for the month of April, including 
benefits, will total $23,690.

From the star ting  period throu gh the 30th of June we estimate 
$137,000.

TY PE  OF PRO JEC TS

Mr. Passman. This is really a pape r corporation. You tell these 
countries to come and visit you and you will talk  about our social 
problems.

There are no commodities involved whatsoever, is th at rig ht  ?
Mr. Dyal. That is right, there are no commodities involved.
Mr. Passman. It  is just socializing and visiting with each other?
Do you know of any kind of projec t anywhere in America tha t 

hasn’t already been started under the foreign-a id program, some­
where ?

Mr. Dyal. I think , i f I  could respond to that , in my statement, for 
the record, tha t it states the difference-----

Mr. P assman. I don’t care how strongly  you feel. I want to know 
if you know of any project tha t we ever had in America tha t we 
haven’t started  somewhere on the face of the earth  under some pre­
vious foreign-aid  program?

Mr. Dyal. I am not sure I  could answer that.
u.s. deficits

Mr. Passman. I don’t think you can either.
Here is w hat is f righ tening me.
You didn’t know anyth ing about what the AID program called for 

and neither  did this other gentleman. He said about $2 billion. We 
find all brands  of it, some good, some bad, some in between, is $13.5 
billion.

Do you know what our borrowed debt is as of this time?
Mr. Dyal. No, sir.
Mr. Passman. Do you have any idea?
Mr. Tragen. It  is over $420 billion.
Mr. Parker. Sligh tly over $400 billion.
Mr. Passman. The true debt is $1,630 billion.
We have one section called borrowed money and we have another 

section which says, “We are going to give you th is in subsequent years 
for some service you previously rendered and for which we created 
no reserves.” Those are known as statutory obligations.

We have been so lax in our work as a committee in passing legis­
lation tha t we have buil t up an indebtedness to where every man, 
woman, and child in America owes thei r Government $8,205 and I 
am not too sure they are not  going to catch up with us just  about next 
year and recognize what is going on i f we keep deprecia ting the pur­
chasing power of these dollars.

You know nothing about what we are going to spend on foreign 
aid. You have no idea what our public debt is. I want to be completely 
fai r about this. Do you have any idea what our deficit will be on 
June 30 of this year ?

Mr. Dyal. No, sir ; I am sorry I don’t.
Mr. Passman. Yet you ask this committee to appropriate money.
Air. Dyal. I am not asking the committee to approprate  money.
Air. Passman. Yes you are.
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Mr. Dyal. No, sir.
Mr. P assman. You are spending  money and you say “We need this much money so we can allocate funds to this program.” It  takes ap­propriated funds, doesn’t it  ?
Mr. Dyal. My understanding is tha t the author ization  was there in the beginning.
Mr. Passman. I am talking about the appro priat ion and not the authorizat ion.
You cannot operate unless we appropr iate  the funds to AID.Mr. Dyal. I understand that.
Mr. P assman. Do you know what our  deficit is going to be this fiscal year as of June 30? Do you have any idea?
Mr. Tragen. According to the estimates of the Wall Street  Journal somewhere in the neighborhood of $20 billion.
Mr. Passman. What is your guess ?
Mr. Parker. I would guess in the range of $20 billion.
Mr. P assman. I t is going to be about $26 billion. If  you use th e so- called unified budget? it will be $21 or $22 billion.
Here you are asking that you be allowed to dissipate this money on some kind of a semisocial function when we have to borrow i t and we don't know how we will ever be able to pay it back. We just  load unborn generations with these tremendous debts. It  is frus trat ing,  gentlemen. I  think  you could render a better service to take a report back and recommend tha t this organiza tion be abolished. It  is frighten ing.

INTEREST ON THE  PUBLIC DEBT

Do you know what the interes t is costing us on the public debt per day ?
Mr. Parker. No.
Mr. P assman. Have a guess. You are a nice fellow’. A hundred tho u­sand, 200,000 ?
Mr. P arker. Probably more than the 200,000 figure.
Mr. P assman. I just want you to guess. Ju st the interest alone that  we are paying on what we borrowed. Give me a guess.
Mr. Parker. A million dollars?  I  really don’t know.
Mr. P assman. $51 million a day. It  snow’s how litt le of you r liome- w’ork you have done. I  say this to be constructive. You guess a million and it is $51 million. I t is actually over $2 million an hour.
Can’t you see where we are going by sta rting these programs? Now you are getting star ted on a new program. Do you know in how many nations we were disburs ing foreign aid in fiscal year 1971? Give us a guess.
Mr. Dyal. Three-quarters of the nations of the world in some fashion.
Mr. Passman. How many would you say ? Give me a number.Mr. P arker. T wo hundred fifty.
Mr. P assman. You only have 136, so you couldn’t disburse in 250 nations.
Mr. Parker. Probably 80 I would guess.

TYPE OF LOAN TO BE MADE

Mr. P assman. Ninety-nine nations and four territories  of the  world.You are fami liar w ith the World Bank, the In ternational Develop-
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me nt Assoc iat ion , the Exp or t- Im po rt  Ba nk , th e As ian  Dev elopment  
Ba nk , the Development Loan Fu nd  un de r AID , the loan  operat ion  
un de r the mili ta ry  and, of course, O PIC , the  new one. Al l of  those 
peo ple  a re in  the money -lending  bu sin ess; aren ’t  the y ? Now, why are 
you ge tti ng  i nto it?  W ha t kind  o f loans are  you go ing to  make?

Mr. Dyal. Th e only kind s of  loa ns I  wou ld see us ma kin g, Mr. 
Ch air man , would  rel ate  to very sma ll kin ds  of  loans to peo ple  who 
pro bably  cou ld n ot  obtai n it an yw here else.

Mr.  P assman . In  othe r wor ds, you find a man who can’t pay his  
deb ts, won’t pay  his  deb ts, and you do n' t th in k he can  eve r pay and  
you  make h im  a lo an  ?

Mr.  D yal. I am n ot  spea king  of th at .
A small Fa rm er s C oop era tive in H on du ras, fo r example, would  have  

difficulty.
Mr.  P assman. H ow do you  know? You  hav e every kind  of  l ending  

agency  you can  th in k of. In  Hon du ras you hav e the Ho nd ur as  Gov ­
ern me nt.  You  h ave  th e agencies  u nd er  th e Ho nd uras  G ove rnm ent . We 
hav e an A ID  prog ram fee din g into th ei r gov ern me nt an d we are  
to ld  th at  un de r the Al lia nce fo r Prog res s an d the In ter-A mer ican  
Ba nk  a nd  a ll the othe r prog rams fo r Lat in  A merica, the  p urp ose  is to 
fu rn ish capit al fo r these sma ll peop le, thes e share cro ppers . How can 
you  repu diate wh at pre vio us witnesses  have  said? They have  sa id th at  
was the purpo se of th ei r pro gra m ; to ge t down to  th e gra ss roo ts level. 
Th ey  have  so many li tt le  banks dow n there  you  can’t ge t the m all 
on 10 page s of  paper. Now you wa nt to  g et into it.

Mr. Dyal. I  th in k it  is sti ll difficult, however , fo r sma ll grou ps  of 
people wi th concern  abou t bu ild ing the kin ds  of  op po rtu ni tie s for 
them selves and fo r th ei r ch ild ren , wh eth er it  is in nonform al educa ­
tio n or  it  is  i n be tte r fa rm in g methods or  w hat eve r, to  get some kin ds 
of  fun din g.

I am also speak ing  of  small gr an ts , rea lly  seed money. We  have 
done very lit tle  of th is  th ro ug h the hi sto ry  of  the Un ite d St ates  in 
Lat in  A merica .

Mr.  P assman. I f  I  was fa ir  to myself, I  would  t ak e my leave now 
an d go back and get the next, p lan e o ut of her e because i t is people  like 
you,  who are  nice fello ws, bu t you ge t yo ur  mind  all tw isted  up  on 
these so-called  do-good prog rams eve ryw her e th at  are  ac tua lly  br in g­
ing  us to o ur  knees econom ical ly.

AM OU NT  OF FOR EIGN AID DISBURSED

Do you realize  ou r pub lic  debt exceeds the  pub lic deb t o f al l th e o the r 
na tio ns  of the world  by bil lions of  do lla rs?  Now, we are  fri en ds  and  
we are  Am erican s and we are  tax paye rs.  You  are  sch olars in your  
field. Do you have any  idea  ho w m uch forei gn  a id  we have  g iven a way  
since we sta rte d th is  prog ram in 1946? W ha t would  your  guess be? 
Ju st  a rou gh guess. I am di rect ing the question to Mr. Pa rk er . He  
looks lik e an  a le rt  you ng man.

Mr . P arker. Since  1946 ?
Mr. P assman. Yes. That  is when forei gn  aid  sta rte d.  W ha t wou ld 

be your  guess? Fo re ign aid  and assi stance. Disbu rsements  ma de to 
fo re ign nat ion s. Co nside ring all rep ayme nts  and disbur sem ents, what 
wou ld the ne t figure be ?

Mr . P arker. I t  is a long t ime s ince I  have  seen a cu rre nt  estima te of 
th at fig ure. A ga in,  a wi ld guess, $60 or  $70 billi on.
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Mr. P assman. You know there is a lot  of spread between 60 and 70, isn’t there ?
Mr. Parker. Yes.
Mr. Passman. But I will accept th a t; $208 billion.
Mr. Dyal. Does that  include security assistance, Mr. Chairman. Mr. P assman. I t does not include the military. It  includes foreign aid and assistance. These green books here. You people shouldn’t have gone into business until  you had a course in this. I mean i t sin­cerely.
Now you start  a new little program.

BOARD OF  DIRE CTORS

How many on your board of directors ?
Air. Dyal. There are seven members of the board.
Mr. P assman. Do you have a biography of each board member that  you can furnish the committee ?
Mr. Dyal. Yes, we can. I will provide that.
Mr. P assman. Let’s provide it to the committee before we mark this bill up.
IIow many of them came out of the banking sector ?
Mr. Dyal. So far as I know, sir, none of them is out of banking.Mr. Passman. But you are getting into a semibanking business, aren’t you ? You are making loans. Wouldn’t you call tha t banking?Mr. Dyal. F our are priva te sector and three are public officials. I am certain there is banking expertise among them.
Mr. Passman. I asked how many came out of the banking sector and you said  none. When can we have those biographies?
Mr. Dyal. We will have them for you tomorrow.

AU GU STIN SNO W HART, J r .

Chairman of the Board
Mr, Hart is group vice president for international operations  and director of the Quaker Oats Co., where he has served as an executive since 1937. With an A.R. from Princeton University, he served as a lieutenant colonel in the U.S. Army during World War II. Mr. Hart is a  trustee of the United States Trust Co. of New York; a director of Lake Forest College, Lake Forest, Il l. ; a trustee of Presbyterian-St. Luke’s Hospital of Chicago; a director of the Lyric Opera in Chicago; and a director of the Chicago Council on Foreign Relations.

GEORGE CABOT LODGE, J r .

Vice Chairman of the Board
Mr. Lodge is an associate professor and director of the division of interna­tional activities of the Harvard School of Business. He served with the Naval Reserve during World War II and received his A.B. cum laude from Harvard  in 1950. He was a reporter with the Lyon Daily Evening Item of Boston and the Boston Herald  before becoming Director of Information for the U.S. De­partment of Labor and subsequently the Assistan t Secretary of Labor for Inter­national Affairs. He has served as the U.S. representative to the governing body of the International Labor Organization (ILO) and was its chairman from 1960 to 1961. Mr. Lodge is a trust ee of the Carnegie Endowment for Inte rna­tional Peace, a member of the Council of Foreign Relations, and the author of numerous publications and books, including Spearheads of Democracy and Engines o f Change.

LU IS  ALBERTO FERR E

Mr. Ferr6 is currently the Governor of Puerto Rico and member of the Re­publican National Committee. He served as a member of the Puerto Rican House
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of Representatives for 4 years. He was an organizer of the Puerto  Rican Cement 
Corp, and served as cochairman of its  hoard of directors. He was president and 
chairman  of several indust rial affiliates of Ferr6 Industrie s; chairman of the 
board and president  of Ponce Hotel Cori).; treasure r of Igualdad, Inc .; and di­
rector of the Bank of Ponce. Governor Ferre holds a B.S. from Massachusetts 
Ins titu te of Technology; a LL.D. from Springfield College, Mass.; DCL, Uni­
versity of Puerto Rico; and Doctor of Humanities from the Inter-American Uni­
versity of Puerto Rico. Governor Ferr6 has also been active in Puerto Rican 
civic affairs, having served as general chairman of the Puerto Rican YMCA; 
president of the Federated YMCA’s of Puerto Rico; and a member of the Citi­
zens Advisory Commission for Government Security. He has received numerous 
distinctions, including the award as Puerto Rican of the Year by the Knights 
of St. John of Chicago; the Order of Vasa from Sweden; and Knight of the 
Holy Sepulchre from Pope John XXIII.

JO HN ALFRED HANNAH

Dr. Hannah is the Adminis trator of the Agency for International Development 
afte r having served as president of Michigan State  University since 1941. Besides 
his B.S. from Michigan State, he has numerous honorary degrees from other 
universities in the United States and abroad. He has also held appointments as 
Assistan t Secretary of Defense for Manpower and Personnel; Chairman, U.S. 
Section, Permanent Joint Board on Defense, Canada and the United States ; 
Chairman, Board of Directors of the Federal Reserve Bank of Chicago, Detroit 
Branc h; Chairman, Federal Commission on Civil Righ ts; member, President’s 
Council on Equal Opportunity; member, Education Policies Commission of the 
National Committee on Immigration Reform; member, International Develop­
ment Advisory Board, Point IV program; and numerous other Govern­
ment appointments. Dr. Hannah, among other distinctions, is a recipient of the 
Medal of Freedom Award; an honorary professor of the School of Business, Sfio 
Paulo, Braz il; a former president  of the Association of State  Universities and 
Land-Grant Colleges; and former  chairman of the American Council of Educa­
tion.

CHARLES  APPL ETON MEYER

Mr. Meyer is Assistant  Secretary of State for Inter-American Affairs. After 
receiving his B.A. from Harvard  University, he became associated with Sears 
Roebuck and Co. for 30 years. He was Sears manager of foreign administration, 
president of the Bogota, Colombia, subsidiary, and late r a vice president and 
director of the company. He served as  a captain in the U.S. Army during World 
War II. In addition, Mr. Meyer was actively involved in other business af fairs, 
having served as a director of var ious corporations, including; Philadelphia Na­
tional Bank, Dow Jones, Inc., Allstate Insurance Co., Gilette Co., and United 
Fru it Co. He has  also been active in civic affairs, having been president and/or 
director of various institutions, including; J arv is Christian College, Philadelphia 
Museum of Art, and the United Fund of Philadelphia.

JO H N  RICHAR DSO N, JR .

Mr. Richardson has been Assistant Secretary of State  for Educational and 
Cultural Affairs since 1969. With an A.B. and LL.B. from Harvard University, he 
served witli the U.S. Army, European thea ter of operations during World War 
II, receiving the Bronze Star. After the war, he was admitted to the New York 
Bar Association, and was associated with the law firm of Sullivan and Cromwell 
of New York for 6 years. He subsequently joined Paine, Webber, Jackson, and 
Curtis, investment bankers in New York City, where he was a partner for 11 
years. He has been president of F ree Europe, Inc. (Radio Free Europe), the In­
ternat ional Rescue Commission, founder and member of the Polish Medical Air 
Project, chairman of the New York City Metropolitan Mission, member of the 
Council on Foreign Relations, and member of the National Association for the 
Advancement of Colored People (NAACP).

CHARLES W. ROBINSON

Mr. Robinson has been president  and general manager of Marcona Corp., 
since 1961. After  receiving his A.B. (cum laude) in in terna tional economics from 
the University of California, he served during World War II  as a lieutenant 
in the U.S. Navy and then obtained his MBA from the Stanford Business School 
ip 1947. In 1948, he joined the Golden State Dairy Product  Co., as assi stan t
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to the prod uct service manager  and in 1950, McKinsey and  Co., a s a management  consul tan t He then  rose through various executive positions with  the Utah Construct ion Co., before  becoming vice pres ident an d genera l m anager of Marcona Mining Co., in 1959. Mr. Robinson is also president  of Waverly Mining Co.; director  and member of the  executive committee, Crocker-Citizens Intern ationa l Corp, of San Fra nc isc o; director  of Homestake  Mining  Co.; tru ste e of Mills College; active  in t rade  an d tourism development of the  Pacific Bas in ; and active in civic affairs  in the  San Francisco  Bay area .

START OF OPERATION

Mr. Passman. As of this time you have no applications and are jus t now getting in business?
Mr. Dyal. Tha t is right.
Air. Passman. You don't know whether you will need $10 million or $750,000. You don't know what you will need, do you?Mr. Dyal. Tha t is correct.
Air. Passman. I thank  you for being completely honest. You are in business with $10 million. We only have 2 ^  months to go in this fiscal year. You haven’t spent a dime of it other than  a little  house­keeping. Yet you come in and say you need a $11 million limitation. Of course, you must never confuse the fact tha t you get your money out of A ID—but it  is appropriated funds. They take a lo t of money and they fund you out of the foreign aid appro priat ion, just as in the case of a technical aid program in Brazil.
Air. Dyal. This is stri ctly a transfer of funds in our case. I t is an appropria tion, but it is a transfer  of funds.
Air. P assman. It  doesn't work tha t way. They lis t the basic projects, these 4,416 projects around the world, as “We need this much money for this category; this much fo r tha t category,” so you are a part of the request. You come under tha t overall “spigo t” arrangement.If  we didn't have your operation, we wouldn’t have had to put in $10 million for it. Is tha t not correct ?
Air. Dyal. That is correct.
Air. P assman. And the same thing  would be true this year?Air. D yal. Yes.

BOARD OF DIRECTORS

Air. Passman. We will wait for tha t biography list tomorrow on the Board of Directors.
Air. Dyal. Also their names are in our statement.
Air. Passman. I am sure they are nice young folks who need thejob.
Air. Dyal. They are nonpaid Board members.
Mr. Passman. The most nonproductive person is one who is not paid.
I think in most cases that is true.
Air. Dyal. The Board members represent, individually and corpo­rately, a unique and considerable body of expertise in development and in La tin America.
Air. Passman. We will see what thei r backgrounds are. There are a lot of people in these aid programs dishing out money who don’t know any more about what they are doing than  I would practicing surgery but that  built up in the Government and what can we do about it?
You know it is the easiest thing in the world to get an authorization through.  I referred to these st atutory obligations tha t put  us $1,630 billion in debt in the present and the future . This is no t imaginary;
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these are the facts of life. So many of us are thinking  about the next 
election, not about the welfare of the next generation. It  is easy to 
promise and hard to  accomplish.

TRA NSF ER OF FUND S

The authorizing legislation provided, not to exceed $50 million be 
made available to the Inst itute from Economic Assistance funds. That 
is correct, isn’t it?

Mr. Dyal. Yes, sir.
Mr. Passman. According to the budget and your statement, $30 

million has been transferred from A ID to the Insti tute,  is tha t correct ?
Mr. Dyal. Yes, sir.
Mr. Passman. And the Board is requesting additional tran sfe r of 

$20 million, making a total of $50 million. It  is 2l£ months to  the end 
of this fiscal year and you haven' t spent a dime other than  a little 
bit for housekeeping, which amounts to-----

Mr. T)yal. There lias been no project  funding at this  point.
Mr. Passman. Then you need this $50 million just about like I would 

need a 747 a irplane to go to and from my dis trict, don’t you?
Mr. Dyal. No, si r; the $50 million represents a multiyear-----
Mr. Passman. I say you have no need fo r it. You have no projects 

and you don’t even have an applica tion pending; do you?
Mr. Dyal. There are many applications , sir;  yes.
Mr. Passman. From where?
Mr. Dyal. From all over the priva te sector in Latin America and 

U.S. private organizations working in the area.
Mr. Passman. Who are they? Let's get some names in th e record.
Mr. Dyal. At  this point I  can give you no names, sir.
Mr. Passman. This is just an invisible thing we are dealing with. 

You actually don’t have a single application tha t you know th at you 
will fund?

Mr. Dyal. That is r ight , until the Board establishes the policy so 
we can move without funding  indiscriminately.

Mr. P assman. Gentlemen, I think  it is s imply ridiculous that you 
would waste ink in putting in a request th at you be given $50 million 
to play with when you may not even need $6.30. As fa r as I  am con­
cerned, we are going to t ry  to  call a halt to these little organizations. 
One popped in yesterday—OPIC. As I say, I  ran into three fellows 
before I  could get off the elevator t rying to ge t funds to finance lit tle 
projects. They will probably get it too. We will borrow it. We may 
not be able to pay it back, but they will get the funds. They will put 
enough pressure on until we will fund it.

What other sources of funds, if any, will be available to the 
Insti tution?

Mr. Dyal. No other sources at this point, sir.
Mr. Passman. Since your authorization funds are to be trans ferre d 

to the Inst itute in fiscal year 1971, do you an ticipate  you will request 
additional authorizations in the near fu ture  ?

Mr. Dyal. No, si r; we do not.
Mr. Passman. At th is time I am sure th at you will agree that  the 

committee was using wisdom and giving you plenty of latitude and 
an abundance of funds when we placed a limit on obligation of the  $10 
million last year ?

Mr. Dyal?Yes, si r; I can understand the limitation.
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FU ND S FOR LA TIN AMERIC A

Mr. P assman. You indicate that one of the purposes of the Institute is to strengthen the bonds of fr iendship and understanding among the peoples of this hemisphere. Don’t you think with all the assistance provided to Lat in America by the United States  over the years, the bonds of friendship should a lready be sufficiently strengthened.Mr. D yal. I don’t think  it  is a one-time st rengthening, sir. I believe it is a process tha t has to continue. You have new generations-----Mr. P assman. Jus t keep pouring  it out. Is  tha t what  you mean? You are going to make loans. Do you have any idea how much money we have given to Latin America since we started this  AID  program in 1946?
Mr. Dyal. No, sir ; I do not.
Mr. P assman. We will shock you again. I will ask Mr. Tragen.Do you have the figure ? What would your guess be ?
Mr. Tragen. I would say something in the neighborhood of $14 billion.
Mr. P assman. Well, in this instance I  rea lly th ink tha t you may be high. If  you look at this  one disbursal spigot without looking at the others, it is $11,472 billion.
Do you know of anything that you can do with this  $10 million, that  hasn’t been done with this $12 billion I just  referred  to ?
Mr. Tragen. I think , sir, some things could be done to be responsive to people.
Mr. P assman. Wha t do you mean by being responsive to people, my friend ?
Mr. Tragen. Because I think a t thi s poin t it  is imp ortan t that what is done in Latin America be done with, alongside of, opportunities al­ready begun. Self-help-----
Mr. P assman. Now, you believe me, my friend, I represent 206 mil­lion Americans on this side of the table. Maybe you should be over here and I  should be over there, but fortunately  or unfor tunately I  am selected to do this job. The best service you could render would be to make a strong recommendation to the President  t ha t this Institute be abolished and go ahead and resign and prevail upon your board to resign and put you in the field where you could make a contribution  to the economy rathe r than taking out of the economy.
Believe me, we have gone absolutely insane with this give-away, hand-out type of program—I don’t know where the end is going to come.
Let me say this to you : There is no such thing as a bad program to hear the people justify  it.
If  we had some legal way of confiscating all the wealth in America and turn ing it into dollars, we still would not have sufficient funds to do all the things labeled desirable by the liberals. I am not being critical. A man has a r igh t to his own views, but it is impossible for this economy to provide the money tha t we want to give away, do­mestic and foreign. What we are doing is confiscating the savings of the thr ifty, through inflation. You are destroying the value of people’s insurance through inflation. Inflation is a very dangerous disease. I was elected to Congress in 1946. The savings I hacl when I came here through my Government’s extravagance, have los t 58 percent of its purchasing power. The man who never had anything  advocates spending more, but anyone who worked as hard  as I  worked to buy
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a little  insurance and to see my Government legally confiscate it 
through inflation worries me. Would it worry you ?

Mr. Dyal. Mr. Chairman, I can share many of your concerns. I 
recently came from the private sector.

Mr. Passman. I wish you would follow my recommendation and 
abolish this organization and let the President give you one of the big 
problems of helping  to contribute  to the economy rathe r than taking 
away from it.

organization of the institute

Would you tell the committee briefly how the institu te plans to bring 
about social development in Latin America if you are going to keep 
all your personnel domiciled in Washing ton ?

Mr. I)yal. Primarily,  sir, by working through existing organizations 
there r athe r than  dupl icating them with another overseas mission.

Mr. Passman. Bu t you are working wholly in Washing ton?
Mr. Dyal. Our headquar ters base would be in Washington.
Mr. P assman. Would your men go out and t ravel all over these so- 

called underdeveloped or developing countries?
Mr. Dyal. Our staff who would have charge of he lping to  set up the 

kinds of relationships with these institu tions would be the ones who 
would travel to Latin  America and the Caribbean.

Mr. P assman. T hat fact  is, you don’t know what you are going  to be 
doing. You are waiting to establish some guidelines to get going?

Mr. Dyal. The Board  of Directors must establish these policies.
Mr. P assman. Is mine a f air  statement? You don’t know what you 

are going to do. You are waiting  to form guidelines. Is tha t a fai r 
statement, that all of this is to come in the future? It hasn’t been 
finalized yet?

Mr. Dyal. We are in the process of doing it  now.
Mr. Passman. It  is in  the  stage of being formulated and guidelines 

are being drawn.
It  follows nevertheless tha t you want an $11 million limita tion this 

year and the additional tran sfe r so you can have a big slush fund 
of $50 million to play with. You have asked for it, haven’t you ?

Mr. Dyal. I  wouldn’t see it as a slush fund, sir.
Mr. Passman. Those are my words and I will stick with them. I 

have seen this  money dissipated so long and so extravagantly until I 
can’t help but get worked up over it.

Are you fami liar with the Small Business Administration that 
operates in our country ?

Mr. Dyal. Yes, sir, I am.
Mr. P assman. I believe the Small Business Administra tion was set 

up to make loans to small business people in this country, is tha t rig ht ?
Mr. Dyal. That  is my understanding.
Mr. Passman. Do you know Americans can’t get a dime out of the 

Small Business Administration, a direct loan; tha t they have com­
pletely frozen those funds and we have closed projects down? The 
only type of consideration you can get  out of SB A is to have a super- 
duper financial statement  and then  get your bank to make all the loan, 
put up al l the  money with  the SBA guaran teeing  up to 90 percent or 
else have the SBA authorize the appl icant  to get the bank to put up 
25 percent and they will put up 75 percent. You jus t can’t get it.

Do you know of a single AID project tha t has been put in the deep 
freeze in America because of appropriations last year ?
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Mr. Dyal. No, sir.
Mr. P assman. An d no o ther  A ID  agency. T ha nk  you f or  the  answer . I\ot  one o f th em, my friend. Ye t we have c losed them do wn in Am eric a, all  o ver Am erica,  i n all 50 S tates.  Prefe ren ces goes to for eig n nat ion s. I t  is ju st  th at  simp le. AID  neve r los t a dime.
1 don  t  th in k it  would be qu ite  fa ir  fo r me to con tinue que stio ning you  because you  haven’t gone int o busin ess yet.  You  ju st  have  to get  yo ur  guidelines set up .
Und er  the  A llia nce fo r Prog res s program s, th is  pr et ty  much covers  the w ater fro nt , does  it not,  in Lat in  Am erica ?
Mr. Dyal. O ver the  l as t 10 years  it  has  been th e pr im ary pro gra m.Mr. P assman. I t  covers the wa terfr on t. La rge pro jec ts, sma ll pr oj ­ects, fa rm  pro jec ts, housing pro jec ts. Alm ost everything  is covered  un de r the A llia nce  for  Pro gress, i sn’t it ?
Mr. Dyal. Especial ly on th e c ap ita l s ide,  sir , in the las t 5 o r 6 years .Air. P assman. An d the social  side , too. A lot  has gone  into educa­tio n, has it  no t ?
Mr . D yal. I f you consider  large-scale ope rat ion s.
Air. P assman. We will  g et ri ght d own  to  th e one- room  schoolhouse. Th e i nte ntion  was to have th e A llia nce  fo r P rogress giv e a b roa d a pp li ­ca tion to the  problems of  Lat in  Am erica. I belie ve also we hav e the  In ter -A mer ica n Developm ent  Ba nk, to which  we have contr ibute d hu ndred s of mi llio ns o f dol lar s an d they  have d iffere nt windows,  unde r the In ter -A mer ica n Bank, fo r l arg e loans , sm all loans,  har d loans, s of t loans, sh ort -te rm  an d long-term  loans, do they not ?
Mr.  D yal. Yes, sir.
Air. P assman. That  wou ld cove r ru ra l, fa rm ing,  as well as urb an,  would  i t n ot ?
Gen tlem en, I  don’t know  how in th e w orld you can do  an ything  bene­ficial in L at in  Am erica  wi th  thi s o rganiza tion.
The committ ee will ad jou rn . Lat er  on it  may be necessary  to call you back.

E xport-I mport Bank

(N ot e: Afte r the  regu lar heari ngs on the  E xp or t- Im po rt  Bank, the  fol low ing  inf orma tio n was sup plied  to  the  Co mm itte e:)
Export-Import Bank of the United States,

Washington, D.C., June 3,1971.lion. Otto E. P assman,
2108 House Office Building,
Washington, D.C.

Dear Mr. Passman : Knowing of your intensive intere st in a true solution to the  balance of payments of this country and the pa rt  Exim bank  can and should play, I though t p erhaps  you would like my summary comments made af te r hear­ing all witnesses who presented the ir testimony during the  sessions of the  Sub­committee on Inte rna tional  Tra de of the Bank ing and Currency Committee.We have also discussed with some of  your colleagues the  possibil ity of includ ­ing language in the proposed legislation  th at  would clear ly give the  Appropr ia­tions Committee  fu ll review of any borrowings from Treas ury  and  requ ire Exim ­bank to jus tify  such borrowings in advance. We hope that  we shall be able to discuss thi s subject with  you.
Sincerely  yours,

Henry Kearns
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E x ir n b a n k  C o m m e n ts  and  C la r i f ic a ti o n s  Of T e s ti m o n y  
In  H e a r in g s  on  HR  58 46  an d  HR 818 1:

B a s ic  R o le  an d  F u n c ti o n  'of E x ir n b an k

T he E x p o r t - I m p o r t  B a n k 's  d eep  in v o lv e m e n t in  th e  d e v e lo p m e n t of  
U n it ed  S ta te s  e x p o r ts  th ro u g h  d a il y  n e g o ti a ti o n s  w it h  b u y e r s , s e l l e r s ,  and  
f in a n c ia l in s t i tu t io n s ,  p ro v id e  an  u n p a ra l le le d  a b il it y  to  o b ta in  r e a l i s t i c ,  
o b je c ti v e , and  c u r r e n t  k n o w le d g e  of in te r n a t io n a l  t r a d e ,  i t s  c o n s ta n t c h a n g e s , 
o p p o r tu n it ie s , and  p r o b le m s .

T he m is s io n  of  th e  E x p o r t - I m p o r t  B an k is  c l e a r ,  to  su p p o r t th o se  
e x p o r ts  w hic h  d e m o n s tr a b ly  a r e  in  th e  to ta l  n a ti o n a l in te r e s t ;  to  u se  it s  
r e s o u r c e s  in  a ch ie v in g  a fa v o ra b le  b a la n c e  in  o u r in te r n a t io n a l  t r a d e  a c c o u n t;  
to  a s s u r e  a m a x im u m  of A m e r ic a n  jo b s  f r o m  th e  s a le s  o f p ro d u c ts , s e r v ic e s  
and  m a te r i a l s  to  o v e r s e a s  b u y e r s ,  and  to  add  to  th e  s ta b il i ty  of  th e eco n o m y  
by in c re a s in g  th e  o p p o r tu n it ie s  fo r  th e  s a le  o f A m e r ic a n  p ro d u c ts  th ro u g h o u t 
th e  w o r ld .

In  th e  c o n d u c t of  i t s  v a r io u s  p r o g r a m s ,  E x p o r t- I m p o r t  B ank  a c t iv it ie s  
d i r e c t ly  r e la te  to  p r a c t ic a l ly  e v e ry  se g m e n t o f o u r n a ti o n 's  e c o n o m y - - la b o r , 
a g r ic u l tu r e ,  m a n u fa c tu r in g , e n g in e e r in g , t r a d in g , t r a n s p o r ta t io n ,  in s u ra n c e  
and  a h o s t o f o th e r s .  P e r h a p s  th e  m o s t im p o r ta n t  r e la t io n s h ip , h o w e v e r , is  
w it h  th e  b an k in g  c o m m u n it y  w h e re  E x ir n b an k  a s  a b a s ic  te n e t c o o p e ra te s  w it h  
p r iv a te  f in a n c ia l in s t it u t io n s  to  th e  m a x im u m  d e g re e  in  th e  su p p o rt of A m e r ic a n  
t r a d e .  T he fo ll o w in g  c o m m e n ts  on  E x im ’.a n k 's  s e r v i c e s ,  p ro g ra m s  and  
o p e ra ti n g  p o li c ie s  th u s a r e  fo unded  on  a  c o m p o s it  of  th is  d eep  an d c o n ti n u in g  
in v o lv e m e n t.

T y p es  of U. S.  e x p o r t t r a n s a c t io n s  a s s i s t e d  by E x ir n b an k

T he  sc o p e  o f E x ir n b a n k 's  s e r v ic e s  a r e  i l l u s t r a te d  by  th e s e  f e a tu r e s  
of i t s  c o m p re h e n s iv e  p ro g ra m :

1. F o r  m a s s iv e  t r a n s a c t io n s :

R e la ti n g  to  in d iv id u a l t r a n s a c t io n s  of $1 0 m il li o n  o r  m o re  in c lu d in g  
su c h  m a jo r  e x p o r ts  a s n u c le a r ,  th e r m a l  an d  h y d r o e le c t r ic  p o w er;  a i r c r a f t ;  
s te e l  m i l ls ;  d a m s and  i r r ig a t io n  p r o je c ts ;  c h e m ic a l,  p e tr o c h e m ic a l , and  o th e r  
m a jo r  m a n u fa c tu r in g  f a c i l i t ie s ;  m in in g ; t r a n s p o r ta t io n  and  c o m m u n ic a ti o n s .
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T h is  ty p e  of  t r a n s a c t io n  u su a ll y  in v o lv e s  s e v e ra l  s u p p l ie r s  c o o rd in a te d  by  
o u r  m an ag in g  e n ti ty .

P r o je c t s  o f th is  m ag n it u d e  in v o lv e  no t only  th e  la r g e  v o lu m e  p r im e  
c o n tr a c to r s  b u t a m u lt it u d e  of s m a ll  an d m e d iu m - s iz e d  s u p p l ie r s  f ro m  
th ro u g h o u t th e c o u n tr y . F o r  e x a m p le , u p w a rd  of  7 ,0 0 0  s u b c o n tra c to r s  an d 
s u p p l ie r s  p a r ti c ip a te  in  th e  d ev e lo p m en t of a  s in g le  n u c le a r  pow er p la n t.

R e q u ir e m e n ts : A v a il a b il it y  of m il li o n s  of d o l la r s ;  t e r m s  lo ng en ough 
to  a ll ow  re p a y m e n t f ro m  e a rn in g s  of  th e p ro je c t;  w il li n g n e s s  w hen  a p p ro p r ia te  
fo r  a g o v e rn m e n t e n ti ty  to  a s s u m e  r i s k  w h ic h  w ould  no t b e  p o s s ib le  fo r  an  
in d iv id u a l o r g ro u p  of p r iv a te  c o m p a n ie s ; and  a b il it y  to  a c h ie v e  i n t e r e s t  r a te s  
th a t a r e  fa v o ra b ly  c o m p e ti ti v e  w it h  th o se  o f fe re d  by  o th e r  e x p o rt in g  c o u n tr ie s .

E x im b a n k 's  p ro g ra m s  r e la ti n g  to  th is  ty p e  of  t r a n s a c t io n  in c lu d e  
p a r ti c ip a ti o n  d i r e c t  le nd in g  p ro g ra m s  an d f in a n c ia l g u a ra n te e s  of  lo an s  by  
p r iv a te  le nd in g  in s ti tu ti o n s  to  o v e r s e a s  b u y e r s .

2.  F o r  m e d iu m - s iz e  t r a n s a c ti o n s :

R e la ti n g  to  in d iv id u a l t r a n s a c ti o n s  of $1 to  $1 0 m il li o n  in c lu d in g  
su c h  ty p ic a l e x p o r ts  a s f a r m  eq u ip m e n t,  e a r th  m ov in g  eq u ip m e n t,  a ll  ty p es  
of m a c h in e ry , s m a l le r  a i r c r a f t ,  lo c o m o ti v e s , a g r ic u l tu r a l  p ro d u c ts , e tc .

E x p o r ts  of th is  m ag n it u d e  u su a ll y  in v o lv e  on ly  on e s u p p l ie r , bu t 
a g a in  th is  su p p li e r  m ay  be  d ep en d e n t upon la r g e  n u m b e rs 'o f . s u b c o n t ra c to r s . 
T h e 'p r in c ip a l  n e e d  of th is  g ro u p  of  s u p p l ie r s  i s  r e a d y  a c c e s s ib i l i ty  of fi n an c in g  
fo r  th e s e  fa s t m ov in g  d ays o f in te rn a t io n a l  t r a d e .  O th e r  n e ed s  in c lu d e  a 
q u ic k , r e s p o n s iv e  c o m p e ti ti v e  fi n an c in g  p ack ag e  a d m in is te r e d  la rg e ly  th ro u g h  
c o m m e rc ia l  b a n k s , re p a y m e n t t e r m s  th a t a r e  c o m p a ra b le  w it h  th o se  o f fe re d  
b y  th e  p r in c ip a l  c o m p e t it o r s , and  i n te r e s t  r a t e s  fa v o ra b ly  c o m p e ti ti v e .

E x im b a n k 's  p ro g ra m s  fo r  t r a n s a c ti o n s  of  th e s e  ty p es  in c lu d e  th e  
c o m m e rc ia l  b ank  d is c o u n t p ro g r a m , th e  new ly  d e v e lo p ed  C o o p e ra ti v e  
F in a n c in g  F a c il i ty , e x p o rt in s u r a n c e , b an k  an d f in a n c ia l g u a ra n te e  p ro g ra m , 
p a r ti c ip a ti o n  f in an c in g ; e n g in e e r in g , fe a s ib i l it y  st u d y  f in an c in g  and  le a s in g .

3.  F o r  s m a l le r  t r a n s a c ti o n s :

T he n u m b e r  of  su c h  t r a n s a c ti o n s  h a n d le d  g r e a t ly  e x ce ed  th o se  
of  th e  l a r g e r  c a te g o r ie s ;  th e  a m o u n ts  ra n g e  f ro m  $ 1 ,0 0 0  to  $ 1 ,0 0 0 ,0 0 0  
in v o lv in g  a g r ic u l tu r a l  p ro d u c ts  in c lu d in g  c a t t le , a ll  ty p es  of m a c h in e ry  
in c lu d in g  m a c h in e  to o ls , t r u c k s ,  b u s e s , e tc .
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R e q u ir e m e n ts :  T he p r in c ip a l n e ed  i s  a s s u r a n c e  to  th e  e x p o r te r  
th a t  h is  c o m m e rc ia l  and  p o li ti c a l r i s k  is  no  g r e a t e r  th an  i t  w ould  be  in  a 
d o m e s ti c  sa le  and  th a t th e  fi n an c in g  is  a v a il a b le  in  a m o u n ts ,'  t e t r n s ,  and  
c o n d it io n s  th a t a r e  c o m p e ti ti v e  w it h  s u p p l ie r s  f ro m  o th e r  c o u n tr ie s .

P r o g r a m s  o ffe re d  by E x im b an k  to  su p p o r t su ch  e x p o r t t r a n s a c t io n s  
a r e  th e  c o m m e rc ia l  b ank  d is c o u n t p ro g ra m ; e x p o r t c r e d i t  in s u ra n c e ;  
c o m m e rc ia l  b an k  e x p o r te r  g u a ra n te e s ;  th e  re le n d in g  p ro g ra m ; th e  C o o p e ra ti v e  
F in a n c in g  F a c il i ty ;  e n g in e e r in g  an d  fe a s ib i l it y  st u d y  f in a n c in g , le a s in g ; e tc .

E x im b a n k 1 s P r o g r a m s  and  R e c o rd

A ll  of E x im b a n k 's  p ro g ra m s  a r e  im p o r ta n t  to  th e i r  r e s p e c t iv e  c li e n te le . 
T h e  r e c o r d  fo r F i s c a l  1970  te l ls  th e  s to ry  o f th e  c o m p re h e n s iv e  n a tu re  of  
E x im b a n k 's  c o m p re h e n s iv e  o p e ra ti o n s :

1. D ire c t  L oan  P r o g r a m
i

E x im b a n k '8 p a r ti c ip a ti o n  lo an  p r o g r a m  s u p p o r te d  $3 , 39 0 in  
e x p o r ts . $1, 153  m il li o n  w a s  su p p li e d  d i r e c t ly  by  c o m m e rc ia l  b a n k s , of  
w h ic h  $3 72  m il li o n  w as g u a ra n te e d  o r  in s u r e d  by  E x im b a n k . E x im b a n k 's  
d i r e c t  lo an  p r o g r a m  w as s ig n if ic a n tl y  e n la rg e d  th ro u g h  th e  re c e n tl y  ad o p te d  
p a r ti c ip a ti o n  p ro c e d u re . It  s e r v e s  a s  th e  b a ck b o n e  fo r  m o s t l a r g e r  t r a n s a c t io n s .

2 . F in a n c ia l  and  B ank  G u a ra n te e s

G u a ra n te e s  to  p r o te c t  f in a n c ia l in s t it u t io n s  and  e x p o r te r s  f ro m  
lo s s  th a t i s  b ey o n d  th e i r  c o n tr o l  i s  an  e s s e n t ia l  e le m e n t in  b ro a d e n in g  th e  
n a ti o n 's  e x p o r t b a s e .  In  F i s c a l  19 70 , 902  g u a ra n te e s  w e re  is s u e d  fo r  $7 11  
m il li o n  in  e x p o r ts .

E x im b a n k 's  g u a ra n te e  p r o g ra m  h a s  b e e n  u se d  m o re  fu ll y  d u rin g  
th e  p a s t tw o y e a r s  th an  e v e r  b e fo re  in  i t s  h i s to r y .  E x im b a n k  b e li e v e s  th a t 
w h e re v e r  p o s s ib le , p r iv a te  in s t it u t io n s  sh o u ld  b e  e n c o u ra g e d  to  fi n an c e  
e x p o r ts  w it h  EIB  ta k in g  r i s k  w h e re  a p p r o p r ia te  and  w h e re  a d d it io n a l e x p o r ts  
w il l r e s u l t .  In  f i s c a l  1970  th e  g u a ra n te e  p r o g r a m  W as  154 p e rc e n t o v e r  
FY  19 69 . It  is  a n ti c ip a te d  th a t th is  r a te  of g ro w th  sh o u ld  c o n ti n u e . P E F C O  
w il l b e co m e  a b u s ta n ti a l  u s e r  of  E x im b a n k 's  g u a ra n te e  a u th o r it y .
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3. E x p o r t C r e d it  In su ra n c e

T h ro u g h  th e  FC IA  In s u ra n c e  P r o g r a m ,  E x im b a n k  su p p o r te d  
$ 1 ,2 4 0  m il li o n  in  e x p o r ts  fi n an c ed  by  e x p o r te r s  an d th e i r  c o m m e rc ia l  b an k s 
in  a p p ro x im a te ly  2 ,7 0 0  t r a n s a c t io n s .  S in ce  19 62 , th is  p ro g ra m  h a s  s e rv e d  
an  im p o r ta n t se g m e n t o f U .S . e x p o r ti n g  in d u s try . In te n s iv e  st u d y  du ri ng  
th e  p a s t y e a r ,  h o w e v e r , r e v e a le d  th a t th is  p ro g ra m  can  an d m u s t be  b ro a d ly  
expanded  to  r e a c h  i ts  p o te n ti a l fo r  su p p o r ti n g  U .S . s a l e s .  T h u s , a m a jo r  
re o rg a n iz a t io n  of  F C IA  in c lu d in g  i t s  s e r v ic e  and  m e c h a n ic a l o p e ra ti o n s  is  
no w in  p r o g r e s s .  New  c o m p re h e n s iv e  p o li c ie s  have  b e e n  d e v e lo p ed  an d sp e c ia l 
p o li c ie s  a r e  no w a v a i la b le  an d i n c r e a s e d  a tt e n ti o n  h a s  b e e n  g iv en  to  th e 
d e v e lo p m en t o f c o n ta c t w it h  th e  s m a l le r  b u s in e s s  e n te r p r i s e s .

4.  C o m m e rc ia l  B ank  D is co u n t P r o g r a m

D uri ng  f i s c a l  1970  E x im b a n k 's  d is c o u n t p ro g ra m  su p p o r te d  $585  
m il li o n  in  e x p o r ts  th ro u g h  83  b a n k s  c o v e r in g  711 t r a n s a c t io n s .  Kno wn f o rm e r ly  
a s  th e  c o m m e rc ia l  b a n k  e x p o rt c r e d i t  lo an  p ro g ra m , th is  "d is c o u n t p ro g ra m "  
w as f i r s t  in it ia te d  by E x im b a n k  in  19 66 . It  w as u se d  by  only  21 b a n k s  in vo lv in g  
$ 4 9 0 .6  m il li o n  in  e x p o r ts  in  i ts  f i r s t  2 - 1 /2  y e a r s .  S in ce  th e  c o m p le te  r e ­
o rg a n iz a ti o n  of th e  p r o g r a m  on  J u ly  1, 19 69 , i t  h a s  b e en  u se d  by  98 b a n k s .
T he p u rp o se  o f th e  r e v is e d  p r o g r a m  is  to  e n co u ra g e  c o m m e rc ia l  b an k s to 
p a r ti c ip a te  in  e x p o rt fi n an c in g  by  a s s u r in g  th e m  li q u id it y  w hen  i t  is  n eed ed  
and  to  p ro v id e  th e m  a p p r o p r ia te  g o v e rn m e n t a s s i s t a n c e  in  a ch ie v in g  i n te r e s t  
r a t e s ,  t e r m s  and  c o n d it io n s  th a t a r e  fa v o ra b ly  c o m p e ti ti v e  in  th e  w o rld  m a rk e t.  
S in ce  in it ia t io n  of th e  r e v is e d  p r o g r a m  on  Ju ly  1, 19 69 , 1, 360 c a s e s  h ave  
b e en  p r o c e s s e d  in v o lv in g  $ 1 ,0 1 8  m il li o n  an d  98 b an k s lo c a te d  in  a ll  p a r ts  of  
th e  c b u n tr y .

F u n d in g  li m i ta t io n s  c r e a te d  by  th e  u n if ie d  b u d g e t h a v e  s e v e re ly  
c o n s tr a in e d  E x im b a n k  d u rin g  th e  p a s t  tw o y e a r s  an d h av e  n e c e s s i ta te d  v e ry  
c a re fu l  and  li m i te d  a p p li c a ti o n  o f th is  p ro g r a m . At  no  ti m e  co u ld  E x im b an k  
a s s u m e  c o n ti n g e n t d e m a n d s  beyond  b u d g e t im p a c t a u th o r i ty  g ra n te d  by  th e 
E x e c u ti v e  an d L e g is la ti v e  B ra n c h e s  th ro u g h  th e  u n if ie d  b u d g e t 'p r o c e s s .
T h e r e f o r e , th e  s iz e , a d m in is t r a t io n , and  sc o p e  of  th e  p r o g r a m  h a s  n e c e s s a r i ly  
b e e n  le s s  th an  c o m p re h e n s iv e . W e b e li e v e  th a t w it h in  th e s e  s e v e re  l im i ta t io n s , 
i t  m ay  b e  c la s s i f ie d  a s  an  u n q u a li f ie d  s u c c e s s .  P r o c e d u re s ,  r e q u ir e m e n ts  
and  a d m in is t r a t io n  of th e  r e v is e d  p la n  h a v e  m ad e  th is  p ro g ra m  t ru ly  a u to m a ti c  
and  s e l f  p o li c in g . T h e  e x te n s iv e  e x p e r ie n c e  f ro m  th e  p a s t tw o y e a r s  d e v e lo p m en t 
p ro v id e s  a  so li d  b a s e  to  b ro a d ly  ex p an d  th e  p ro g ra m  i f  n e ed e d  fu ndin g is  a s s u r e d .



E x c lu s io n  of  E x im b a n k  f ro m  th e  b u d g e t c o m p u ta ti o n s  a s  p ro p o se d  in  HR 58 46  
w il l a ll o w  th is  e x p a n s io n  w h ic h  a p p e a r s  to  be  r e s p o n s iv e  to  th e  v ie w s e x p r e s s e d  
d u rin g  th e  h e a r in g s  on  th is  le g is la ti o n . S p e c if ic a ll y  th e  E x im b an k  p ro g ra m  as  
p ro p o se d  w il l a c c o m p li s h  th e  fo ll ow in g :

a . A s s u ra n c e  th a t d is c o u n d  r e la te d  fu nds w il l be  u se d  fo r  e x p o r t.

E x im b a n k 's  p ro c e d u re  o f r e q u ir in g  th a t fu nds r e la te d  to  th e  d is c o u n t 
p ro g ra m  m u s t ap p ly  to  c u r r e n t  e x p o r ts , a s s u r e s  th a t th is  re q u a re m e n t  is  
s a t is f ie d . M oney  th u s  d is b u r s e d  m u s t b e  u se d  fo r  an  e x p o r t t r a n s a c ti o n .

b . T he D is c o u n t P r o g r a m  m u s t b e  t r u ly  a u to m a ti c .

U nder th e  p ro p o se d  ex p an d ed  E x im b a n k  d is c o u n t p r o g ra m , an y 
c o m m e rc ia l  b an k  c a n  r e q u e s t  an  ad van .c e com m it m en t*  b y  te le x  o r  l e t t e r  
sp e c if y in g  th e  a m o u n ts , n a tu re  of th e t r a n s a c t io n  and  t e r m s ,  e tc . E x im b an k  
w il l re s p o n d  im m e d ia te ly  w it h  a  c o m m it m e n t to  p u rc h a s e  o r  le n d  a g a in s t th e  
su b je c t c u r r e n t  e x p o r t t r a n s a c t io n  th e  a m o u n t of  th e u n p a id  b a la n c e  a t an y 
ti m e  an d  fo r  th e  e n t i r e  li fe  of  th e  t r a n s a c t io n .  T he t r a n s a c t io n  can  be  "p u t"  
to  E x im b an k  a t su c h  t im e s  and  fo r  su ch  p e r io d s  a s  th e  ap p ly in g  b ank  fi n d s 
d e s i r a b le  and  n e c e s s a r y .

c . C o n ti n u it y .

T h e  a s s u r a n c e  of fu ndin g a s  p ro v id e d  in  HR 58 46  w ou ld  a ll ow  E x im b an k  
to  a s s u r e  c o m m e rc ia l  b a n k s  th a t i t s  f a c i l i t ie s  w il l b e  a v a il a b le  fo r  any  am o u n t 
a t  an y ti m e  fo r  any  n u m b e r  of  t r a n s a c t io n s .

d.  F le x ib i l it y .

U nder th e  E x im b a n k  p r o g r a m  th e  c o m m e rc ia l  b an k  m ak e s  th e  
d e c is io n  a s  to  a m o u n ts , t e r m ,  c o n d it io n s  and  i n te r e s t  r a t e s .

e . L en g th  o f t e r m s .

T he d is c o u n ti n g  b an k  to g e th e r  w it h  th e  b u y e r  an d  th e  s e l l e r  a r e  f r e e  
to  n e g o ti a te  th e n e c e s s a r y  le n g th  of t e r m s  so  lo ng a s  th ey  do  hot e x ce ed  
th o se  c u s to m a ry  in  in te r n a t io n a l  p r a c t ic e .  P ro m p t  g u id an c e  i s  a v a il a b le  
f ro m  E x im b an k .

f.  I n te r e s t  r a t e  s p re a d .

In  a m u lt it u d e  of c o n su lt a ti o n s  a n d  in  th e  a d m in is t r a t io n  o f th e  
c u r r e n t  p ro g ra m , it  i s  c le a r ly  a p p a ra n t  th a t in  n e a r ly  a ll  c a s e s  a one p e rc e n t  
s p r e a d  i s  a d eq u a te  to  pa y c o s ts  w it h  a v e ry  m o d e s t p ro f it  and  m o re  im p o r ta n t
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i t  d o e s  no t e n c o u ra g e  e x c e s s iv e  " la y  of f"  a t g o v e rn m e n t e x p e n s e . In  th e e x is ti n g  p ro g ra m , to  a s s u r e  th a t d em an d s w il l no t e x c e e d  a v a il a b le  fu nds a s  r e s t r i c t e d  u n d e r c u r r e n t  b u d g e ta ry  l im i ta t io n s , i t  h a s  b e e n  n e c e s s a r y  to  re d u c e  th e  s p re a d  to  o n e -h a lf  p e rc e n t w h e re  E x im b an k  ta k e s  th e  r i s k  th ro u g h  i ts  in s u r a n c e  o r  g u a ra n te e . If  th e fu ndin g in h e re n t in  HR 58 46  is  ad o p te d  E x im b an k  w il l e li m in a te  th is  d if fe re n ti a l and  h e n c e fo r th  d is c o u n t at  a on e p e rc e n t  s p re a d  w h e th e r  o r not th e  t r a n s a c ti o n  i s  g u a ra n te e d  o r  in s u re d . F u r th e r ,  w it h  a d e q u a te  fu ndin g r e s u l ti n g  f ro m  th e  b u d g e t ex em p ti o n , th e  c u r r e n t  s ix  p e rc e n t m in im u m  co u ld  be  e li m in a te d  th e re b y  le a v in g  i n te r e s t  r a te  d e te rm in a ti o n  to  th e  n e g o ti a ti n g  p a r t i e s ,  b an k , b u y e r , and  s e l le r .

g.  G u a ra n te e  a g a in s t  a b u se  o r  w in d fa ll  p ro f i ts .

T he E x im b an k  f ir m ly  b e li e v e s  th e  s p r e a d  b e tw ee n  th e  r a te  c h a rg e d  th e  c u s to m e r  and  th e  r a te  c h a rg e d  by E x im b an k  sh o u ld  b e  su ch  th a t it  w o u ld  d is c o u ra g e  a "p u t"  to  th e  E x im b an k  u n le s s  li q u id it y  is  n e e d c d - -a n d  in  th a t ev en t only  fo r  su ch  p e r io d s  a s  i t  is  a c tu a ll y  n e e d e d . It  is  our b e li e f  th a t g o v e rn m e n t e n ti t ie s  sh o u ld  no t b e c o m e  p ro f it  fe ed in g  f a c i l i t ie s .F o r  c o m p e ti ti v e n e s s  of in te r e s t  r a t e s ,  u n d e r th e E x im b an k  p ro c e d u re , th e  c o m m e rc ia l  bank  d e te r m in e s , in  c o n su lt a ti o n  w it h  th e  b u y e r  and  th e s e l l e r ,  th e  i n te r e s t  r a te  th a t i s  a c c e p ta b le . E x im b an k  r e la te s  i ts  i n te r e s t  c h a rg e  to  th a t n e g o ti a te d  by  th e  p a r t i e s ,  th e re b y  a s s u r in g  a m a x im u m  of re s p o n s iv e  f le x ib il it y  a t a ll  t im e s .

W hile  s m a l le r  b an k s  h av e  c o m p la in e d  th a t th e  l im i te d  s p re a d  o f th e  c u r r e n t  d is c o u n t p r o g ra m  d oes not p ro v id e  p ro f i ta b i li ty , l a r g e r  b an k s h av e  fo und  it  to  be p ro f it a b le  w he n th ey , c o n s id e r  s id e li n e  b e n e f it s  an d e ff ic ie n c y  of o p e ra ti o n . T he E x im b an k  p ro p o se d  p ro g ra m  w ould  co n ti n u e  to  avo id  w in d fa ll  p ro f i ts . T h is  p ro g ra m  is  s im p le , s e l f  p o li c in g , n e ed s  no  ne w m oney , and  i s  s e l f  fu ndin g an d  p ro v e n .

h . R is k

U n d er th e  n o rm a l c o n d it io n s  th e  c o m m e rc ia l  b an k  ta k e s  th e  r i s k  on  th e  t r a n s a c t io n  in a s m u c h  a s  E x im b an k  does not in v e s ti g a te  th e  u n d e rl y in g  p a p e r . H o w ev e r,  th e  c o m m e rc ia l  bank  o r  th e  e x p o r te r  c an  c o v e r  th e r i s k  th ro u g h  u se  of  e it h e r  th e  in s u ra n c e  o r  g u a ra n te e  p ro g ra m s  of E x im b an k .In th e  o p e ra ti o n  of  th e  e x is ti n g  d is c o u n t p ro g ra m  d u ri n g  FY  1970  37 p e rc e n t o f a c tu a l  d is c o u n te d  t r a n s a c t io n s  w e re  c o v e re d  b y  th is  a s s u r a n c e .

i .  C o s t.

T h e re  is  no  c h a rg e  fo r th e  E x im b an k  ad v an ce  c o m m it m e n t.  T he b an k  can  p ro c e e d  wit!  :"s  e x p o r t fi n an c in g  w it h  th e  kn o w le d g e  th a t in  c a s e  n e e d , li q u id it y  w il l bi 't ii s h e d  on  an  a u to m a ti c  b a s is  th a t d oes c o v e r  c o s t.
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j .  S o u rc e  of m o n ey .

W ith  e n a c tm e n t o f HR 5846, E x im b a n k  w ou ld  b o r r o w ‘m o n ey  to  fu nd 
th e  d is c o u n t p ro g r a m , a s  n e ed e d , f ro m  th e  pu b li c  o r  f ro m  o v e r s e a s  s o u r c e s .  
Suc h b o rro w in g  w ou ld  ha v e  m in im a l e ffe c t on  d o m e s ti c  in f la ti o n  an d m o n e ta ry  
c o n tr o l.

k . E x p a n s io n .

If  fu ndin g p ro v id e d  u n d e r  HR 58 46  is  a ll o w e d , E x im b a n k  w ould  
im m e d ia te ly  b ro a d e n  th e  m e d iu m - te r m  d is c o u n t p r o g r a m  to  a s s u r e  i t s  
a v a i la b i li ty  th ro u g h  th e  fu ll  li fe  of an y t r a n s a c t io n .  C o n ti n u in g  th e  ad v an c e  
c o m m it m e n t p ro c e d u re  p ro v id e s  a s s u r a n c e 'o f  li q u id it y  to  th e  p a r ti c ip a ti n g  
b an k . In  a d d it io n , an  e f fe c ti v e  s h o r t - t e r m  d is c o u n t p r o g r a m  w ould  be  u n d e r ­
ta k e n  b a s e d  on  e x te n s iv e  s tu d y , c o n su lt a ti o n  w it h  e x p o r te r s  and  th e  b an k in g  
in s t it u t io n s  an d f ro m  th e  c o n s id e ra b le  e x p e r ie n c e  g a in e d  f ro m  th e  c u r r e n t  
m e d iu m - te r m  p r o g r a m . T he  s h o r t - t e r m  p r o g r a m  w o u ld  be  re s p o n s iv e  and  
of  su f f ic ie n t m ag n it u d e  to  c o v e r  a l l  a p p ro p r ia te  n e e d s .

l.  C o n g re s s io n a l  c o n tr o l .

U n d er th e  E x p o r t- I m p o r t  B ank  d is c o u n t p ro g ra m , C o n g re s s  w ould  
m a in ta in  a b so lu te  c o n tr o l  th ro u g h  i t s  an n u a l l im i ta t io n s  on  th e  B a n k 's  
a u th o r iz a t io n  le v e ls . T he  C o m m it te e s  on  A p p ro p r ia ti o n s  d e te rm in e  a n n u a ll y  
th e  m ag n it u d e  an d  a d m in is t r a t io n  .o f e ac h  p ro g ra m . E a c h  y e a r ,  E x im b an k  
w il l su b m it  i t s  p r o g r a m  to  th e  O ff ic e  of  M a n a g em en t a n d  B udget an d th e  
P r e s id e n t  w il l s u b m it  th e  a p p ro v e d  p ro g ra m s  to  b o th  H o u se s  -of C o n g re s s  
th ro u g h  th e  A p p ro p r ia ti o n s  C o m m it te e s . Such  C o n g re s s io n a l c o n tr o l w ou ld  
not b e  m a in ta in e d  i f  th e  d is c o u n t p r o g r a m  w e re  lo d g ed  w it h  th e  F e d e r a l  
R e s e r v e  B o a rd .

5 . P r e l im in a r y  C o m m it m e n t P r o g r a m

T he E x im b a n k  p r e l im in a r y  c o m m it m e n t p r o c e d u re  ad o p te d  in  
la te  19 69  no w g iv es  a c c u r a te  a d v a n c e  in fo rm a t io n  of p o te n ti a l t r a n s a c t io n s ,  
p ro v id e s  a c le a r  gu id e  to  a c t iv i t i e s  of  c o m p e t it o r  c o u n tr ie s  and  a s s i s t s  th e  
s u p p l ie r , p u r c h a s e r ,  and  f in a n c ia l in s t it u t io n  to  s p e e d il y  co n clu d e  u se fu l 
t r a n s a c t io n s .  F o r  e x a m p le , 48 8 p r e l im in a r y  c o m m it m e n ts  h a v e  b e e n  i s s u e d  
c o v e r in g  $ 7 ,8 9 6  m il li o n  ra n g in g  in  s iz e  f ro m  $7 0 th o u sa n d  to  $3 00  m il li o n  
in  87 c o u n tr ie s . $ 2 ,4 0 0  m il li o n  in  P C 's  h a v e  a lr e a d y  b e e n  c o n v e r te d  to  
a c tu a l  b u s in e s s  and  a f te r  d e d u c ti n g  c a n c e l la t io n s , d e la y e d  t r a n s a c t io n s ,  
$ 5 ,0 9 3  m il li o n  s t i l l  r e m a in  a s  p end in g  b u s in e s s .  T he p u rp o se  of  th e  P r e ­
l im in a r y  C o m m it m e n t p ro c e d u re  i s  to  p ro v id e  a d v an ce  k n o w le dge  o f th e
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a m o u n ts , t e r m s ,  c o n d it io n s , and  q u a li f ic a ti o n s  u n d e r  w h ic h  E x im b an k  
fi n an c in g  w ould  b e  a v a i la b le  fo r  a sp e c if ic  t r a n s a c t io n .  T he P . C \ is  a v a i l ­
a b le  w it h o u t c o s t to  b u y e r s ,  s e l l e r s  an d f in a n c ia l in s t i tu t io n s . It  h a s  p ro v e n  
to  be  u se fu l to  th e  s u p p l ie r  by  g iv in g  h im  th e  n e ed e d  k n o w le d g e  of a v a il a b le  
f in an c in g  w hen  he  m a k e s  h is  p ro p o s a l . I t is  u se fu l to  t h e i r  b u y e r  by g iv in g  
h im  ad v an c e  n o ti c e  o f fi n an c in g  th a t i s  a v a i la b le  fo r  u se  in  h is  p la nn in g  and  
n e g o ti a ti o n  w it h  c o ll e a g u e s  an d  a s s o c i a t e s .  It  is  u se fu l to  E x im b an k , g iv in g  
i t  a d v an ce  in fo rm a t io n  of p o te n ti a l n e ed s  and  o p p o r tu n it ie s . It p ro v id e s  
n e g o ti a ti n g  o p p o r tu n it y  e a r ly  in  a  t r a n s a c t io n  an d  m e a n in fu l in fo rm a ti o n  upon 
c o m p e ti ti v e  t e r m s .

6.  C o o p e ra ti v e  F in a n c in g  F a c il i ty

E x im b a n k ’s  ex c it in g  C o o p e ra ti v e  F in a n c e  F a c i l i ty  p ro g ra m  w il l 
ta k e  th e  f a c i li t ie s  a n d  r e s o u r c e s  of E x im b an k  d i r e c t ly  to  th e  " M a rk e t p la c e "  
to  a s s i s t  in  th e  s a le  o f A m e ric a n  p ro d u c ts  and  s e r v ic e s  and  to  m a r s h a l l  
a d d it io n a l fu nds to  f in a n c e  th o se  s a l e s .  A d e ta il e d  d e s c r ip t io n  of th e  p ro g ra m  
is  a tt a c h e d  a s  A p p en d ix  A.  T he C F F  i s  a v a il a b le  to  b a n k s  lo c a te d  o u ts id e  
th e  U n it ed  S ta te s , e i t h e r  in d ig e n o u s  b a n k s  o r  b r a n c h e s  and  a f f i l ia te s  of U n it ed  
S ta te s  b a n k s . E x im b a n k  w il l m ak e  a v a il a b le  a  li n e  of c r e d i t  to  c o v e r  50 p e r ­
c e n t of  th e  f in an c ed  p o r ti o n  of an y  t r a n s a c t io n  u su a ll y  fo ll o w in g  a  te n  p e rc e n t 
d o w n p ay m en t.  T he c o o p e ra ti n g  f a c i li ty  p ro v id e s  th e  o th e r  50  p e rc e n t of  th e  
f in a n c e d  p o rti o n ; T h e  c o o p e ra ti n g  f a c i li ty  a d m in is te r s  th e  lo an , d e te rm in e s  
th e  c re d i tw o r th in e s s  o f th e b o r r o w e r s  an d  ta k e s  a ll  c o m m e rc ia l  r i s k .  E x im ­
b an k  an d th e  C o o p e ra ti n g  F a c il i ty  d is b u r s e  i t s  m o n ey  to  th e  U. S.  s e l l e r .  In  
m o s t c a s e s  th ro u g h  a g r e e m e n t  w it h  an  a p p r o p r ia te  g o v e rn m e n t ag en cy  in  
th e  c o u n tr y  of th e f o re ig n  C o o p e ra ti n g  F a c i l i ty  E x im b an k  w il l ta k e  ex ch an g e  
an d  o th e r  p o li ti c a l r i s k .  T he r e s u l t s :  B an k s lo c a te d  in  th'e o v e r s e a s  m a rk e ts  
e n c o d ra g e  th e i r  p u r c h a s e r s  to  b u y  A m e r ic a n  p ro d u c ts ; fi n an c in g  is  r e a d i ly  
a v a il a b le  fo r  th e  m e d iu m  and  s m a l l e r - s i z e  t r a n s a c t io n s  an d  a s s i s t s  in  th e  
g ro w th  of s m a l le r  in d u s t r ie s  an d  b u s in e s s e s .  T he p r o g r a m  p ro v id e s  m e a n in g ­
fu l e n c o u ra g e m e n t an d  p ro m o ti o n a l in c e n ti v e  to  th e  U .S . s u p p l ie r , la rg e  o r  
s m a l l ,  to  m ak e  a m a rk e ti n g  e f fo r t , know in g  th a t h e  h a s  a  f r ie n d ly  re s p o n s iv e  
fi n an c in g  in s ti tu ti o n  r ig h t  in  th e  m a r k e t  p la c e . (A ppendix  A)

7. P r o f i le  o f E x im b a n k ’s C u s to m e rs

T h ro u g h  i t s  m an y  p r o g r a m s ,  E x im b an k  s e r v e s  b u s in e s s  an d 
in d u s t r y , la rg e  and  s m a l l .  D ir e c t lo an s  w h ic h  u su a ll y  ap p ly  to  th e  la rg e  
c o m p a n ie s  h av e  th e  a d d it io n a l a d v a n ta g e  of in d ir e c t ly  f in an c in g  s u b c o n tra c to r s  
a n d  s u p p l i e r s .  T he  E x im b an k -F C L A  in s u r a n c e  p ro g ra m  is  re a d i ly  a v a il a b le  
and  u se d  by s m a l le r  in s t i tu t io n s . T h e  g u a ra n te e  p r o g r a m  is  re a d i ly  a v a il a b le  
an d  u se d  by  b a n k s , l a r g e  an d s m a l l .  T he  a tt a c h e d  p a r t i a l  l i s t  o f U. S.
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s u p p l ie r s  u s in g  th e  g u a ra n te e  and  in s u ra n c e  p ro g r a m s  in  F i s c a l  1970-7 1 
i l l u s t r a te s  th e  b re a d th  of c u s to m e r  c o v e ra g e  f ro m  ju s t  th is  on e E x im b a n k  
o p e ra ti o n . (A ppendix  B)

8. A i r c r a f t

W hil e  U. S.  c o m m e rc ia l  j e t  a i r c r a f t  m a n u f a c tu r e r s  h a v e  b e en  
th e  m a jo r  b e n e f ic ia r y  of E x im b a n k 's  le n d in g  p ro g ra m s  d u ri n g  th e  p a s t tw o 
y e a r s ,  m o d if ic a ti o n  of th e  E x im b a n k 's  p ro g ra m  h a s  r e s u l te d  in  in c r e a s in g  
s a le s  w h il e  d e c re a s in g  E x im b a n k  p ro p o r ti o n a l d i r e c t  lo an  p a r ti c ip a ti o n .
T h e  a tt a c h e d  c h a r t  i l l u s t r a te s  th is  t r e n d . (A ppendix  C)

O p e ra ti o n  of th e s e  an d  th e  o th e r  E x im b an k  p ro g ra m s  m u s t be  
b a s e d  on f le x ib il it y  and  c o n ti n u it y . B oth  w il l r e s u l t  f ro m  e n a c tm e n t of 
HR  58 46 .

In  th e  c o u r s e  o f te s ti m o n y  b e fo re  th e  S u b c o m m it te e  on  In te rn a ti o n a l  
T ra d e  of  th e H o u se  B ank in g  and  C u r re n c y  C o m m it te e , s e v e ra l  q u e s ti o n s  
w e re  r a i s e d  on o th e r  f a c e ts  of E x im b an k  o p e ra t io n s . A p p ro p r ia te  c o m m e n ts  
fo llow :

a . C o ll e c ti o n s  and  l o s s e s .

E x im b a n k 's  h i s to r y  of  re p a y m e n ts  on  .i ts  lo a n s , g u a ra n te e s  an d 
in s u r a n c e  is  e x c e e d in g ly  fa v o ra b le . T h e  to ta l d e fa u lt s  an d d e li n q u e n c ie s  
a c c o u n t fo r  l e s s  th an  o n e -h a lf  of to ne  p e rc e n t  of  th e  to ta l  c-o ver ag e of  
Exin qban k. T h e re  i s  e v e ry  r e a s o n  to  b e li e v e  th a t w it h  c a re fu l  a d m in is t r a t io n  
and  fu ll  u se  o f E x im b a n k 's  im p o r ta n t p la c e  in  e x p o r t fi n an c in g  th is  r e c o r d  
c an  b e  c o n ti n u e d . i

i
b . D e v e lo p m en t A s s is ta n c e  (A ID )- E x im b an k  fi n an c in g .

In  an n u a l h e a r in g s  b e fo re  th e  H o u se  and  S e n a te  A p p ro p r ia ti o n s  
C o m m it te e s , M e m b e rs  of C o n g re s s  h av e  r e p e a te d ly  e x p r e s s e d  th e  c o n v ic ti o n  
th a t E x im b an k  c an n o t an d  m u s | not co n d u c t i t s  a f f a i r s  in  a  w ay  th a t w ould  be  
c o n s id e re d  a s  " d e v e lo p m e n t a s s i s t a n c e " .  T h e r e f o r e ,  E x im b an k  h a s  
sc ru p u lo u s ly  r e s t r i c t e d  i t s  a c t iv i t ie s  to  a  c o m m e rc ia l  e x p o r t fi n an c in g  to  
su p p le m e n t,  a s s i s t  an d m o d e ra te  p r iv a te  fi n an c in g  w h e re  n e c e s s a r y .

c . C o u n tr y  l im i ts .

D uri ng th e  c o u r s e  of  th e  te s ti m o n y , a r e p re s e n ta t io n  w as m ad e  th a t 
E x im b an k  e s ta b l i s h e s  fo rm a l  and  in fo rm a l  c o u n tr y  li m i ta t io n s  and  th a t w hen 
th o se  li m it a ti o n s  a r e  r e a c h e d , fi n an c in g  is  r e fu s e d . E x im b an k  d o es not



680

e s ta b l i s h  n o r  u se  c o u n tr y  l im i ta t io n s . It  e x a m in e s  e ac h  c a s e  on  it s  m e r i t s ,  
w it h  fo u r t e s t s  in v o lv e d : f i r s t ;  is  i t  an  e c o n o m ic a ll y  v ia b le  p u rc h a s e  o r  
c o n tr a c t ;  se c o n d , d o es i t  r e f e r  e n ti r e ly  to  U .S . p ro d u c ts  o r  s e r v ic e s ;  th ir d , 
in  k e ep in g  w it h  th e  p ro v is io n s  o f th e  H o ll an d  A m en d m en t i s  th e r e  a s s u r a n c e  
th a t u se  o f th e  e x p o r t w il l not a d v e r s e ly  im p a c t th e  U .S . econom y; fo u rt h , 
i s  th e r e  re a s o n a b le  a s s u r a n c e  of re p a y m e n t.  T h is  r e a s o n a b le  a s s u r a n c e  
t e s t  w o u ld  in v o lv e  th e  a b il it y  of  a c o u n tr y  to  s e r v ic e  d o l la r  d eb t,  th e r e f o r e , 
a t su ch  t im e s  a s  i t  i s  c o n c lu d ed  th a t th e  b o rro w in g  c o u n tr y  co u ld  not re a s o n a b ly  
b e  e x p e c te d  to  s e r v ic e  th e  p ro p o se d  c r e d i t  a s s i s t a n c e  m ay  be  d en ie d , 

d.  C hangin g  w o r ld  t r a d e  c o n d it io n s .

T h e  w o r ld  t r a d e  p ic tu re  is  c o n s ta n tl y  in  a s ta te  of fl u x  fo r  m an y  
r e a s o n s .  T h e  c o m p o s it io n  of p ro d u c ts  an d s e r v ic e s  c h an g e , n e e d s  of  b u y e rs  
ch an g e , e f fo r ts  of U .S . s e l l e r s  eb b and  fl ow , in d iv id u a l c o u n tr ie s  a r e  in  
p ro s p e ro u s  a n d  d e p r e s s e d  c o n d it io n s , and  th e  w o r ld  m o n e ta ry  s it u a ti o n  
c h a n g e s . T he s t r e n g th  of th e  E x im b an k  p o s it io n  is  th a t w hen d o m e s ti c  m oney  
is  in  s h o r t  su p p ly  o r h ig h  p r ic e d  th e  p ro p o se d  f le x ib il it y  a s in h e re n t  in  th e  
p ro v is io n s  o f HR  58 46  w o u ld  a ll ow  E x im b an k  to  e f fe c ti v e ly  c o u n te r  th e se  
n e g a ti v e  f a c to r s .  E x im b a n k 1 s only  fu n c ti o n  is  th a t o f fu r th e r in g  th e  n a ti o n 's  
e x p o r ts  and  no t th a t o f m a in ta in in g  o r  c o n tr o ll in g  th e  m o n e ta ry  s y s te m  of  
th is  c o u n tr y . O b s e rv a ti o n  o f th e c h an g e s  th a t ta k e  p la c e  in  th e  e x p o rt 
fi n an c in g  a s s i s t a n c e  p ro v id e d  by  g o v e rn m e n ts  of  o th e r  c o u n tr ie s  r e v e a ls  th a t 
su p p o rti n g  d e v ic e s  a r e  su b je c t to  ch an g e  a t  an y ti m e . F o r  e x a m p le , a t 
th is  ti m e  F r a n c e  and  B e lg iu m  h a v e  su sp e n d e d  an y C e n tr a l  B ank  e x p o r t c r e d i t  
d is c o u n t;  U n it ed  K in gdom  r e c e n tl y  ch an g ed  i ts  d is c o u n t r a t e  f ro m  5 -1 /2  
to  7 p e rc e n t;  N e th e r la n d s  is . s e v e re ly  li m it in g  i ts  d is c o u n ti n g ; G e rm a n y 's  
c u r r e n t  d is c o u n t r a te  i s  7 p e rc e n t;  th e U n it ed  K in gdom  and  C a n ad a  e x p o rt 
in s u r in g  a g e n c ie s  h a v e  r e c e n tl y  ad o p te d  m uch  of  th e  E x im b a n k  fo rm a t  of  
o p e ra ti o n .

e . C o m p e ti ti v e  i n te r e s t  r a t e s .

I t w as r e p o r te d  d u rin g  th e  h e a r in g s  th a t c o m p e ti n g  c o u n tr ie s  p r o ­
v id ed  lo w  in te r e s t  r a t e s  m ad e  a v a il a b le  f ro m  th e ir  r e s p e c t iv e  c e n t r a l  b a n k s . 
M r.  L a w re n c e  M cQ uad e of  P ro c o n  a c tu a ll y  r e tu r n e d  th is  su b je c t to  t ru e  
c o n te x t - - h e  e x p la in ed  th a t  no t a ll  c o u n tr ie s  d is c o u n t th ro u g h 'C e n tr a l  b an k s 
an d th a t  i n te r e s t  r a t e s  ch an g e  as m o n e ta ry  c o n d it io n s  c h an g e . F u r th e r ,  he  
r e p o r te d  th a t th e  lo w r a t e s  u se d  a s  e x am p le s  a r e  n e a r ly  a lw ay s  a p p li c a b le  
to  on ly  a p a r t  of  a t r a n s a c t io n  w it h  th e  b a la n c e  com in g  f ro m  th e  p r iv a te  
b an k in g  s e c to r  a t  h ig h  r a t e s .  He  s p e c if ic a ll y  c o m m e n te d  th a t E x im b a n k 's  
p ro c e d u re  u su a ll y  p ro d u c e s  a to ta l e ffe c ti v e  r a te  to  th e  b u y e r  th a t i s  h ig h ly
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c o m p e ti ti v e . W e,  th e r e b y , s t a n d b y  o u r  p re p a r e d  s ta te m e n t  th a t in  m e d iu m  
an d  lo n g - te r m  t r a n s a c t i o n s ,  E x im b a n k  u n d e r i t s  p r e s e n t  f o rm a t .c a n  o f fe r  
t r u ly  c o m p e ti ti v e  f in an c in g  su p p o r t to  th e  e x te n t th a t fu ndin g is  a s s u r e d ,  

f. P r e s i d e n t 's  C o m m is s io n  on  B udget C o n c e p ts .

The u n if ie d  b u d g e t h a s  b e e n  r e f e r r e d  to  in  th e  te s ti m o n y  b e fo re  th e  
c o m m itt e e . It  h a s  b e e n  im p li e d  th a t th e  m e m b e rs  o f th e  P r e s id e n t 's  C o m ­
m is s io n  w e re  u n a n im o u s  in  th e  op in io n  th a t e x c e p ti o n s  to  th e  g e n e ra l b u d g e t 
co n ce p t w ould  b e  u n d e s i r a b le .  T o  th e  c o n t r a r y ,  h o w e v e r , s e v e ra l  m e m b e rs  
of th e  C o m m is s io n  d u r in g  th e  p a s t m o n th s  h a v e  e x p r e s s e d  th e o p in io n  th a t 
th e  u n iq u e  c o n tr ib u ti o n  th a t E x im b a n k  c a n  m ak e  to w a rd  so lv in g  th is  n a ti o n 's  
c h ro n ic  b a la n c e  of  p a y m e n ts  p ro b le m s  ju s t i f i e s  an  e x c e p ti o n  to  th e  b la n k e t 
r e q u ir e m e n ts  r e s u l t in g  f ro m  a d o p ti o n  o f th e  C o m m is s io n 's  r e c o m m e n d a ti o n s .

S in ce  h e a r in g  th e  te s ti m o n y  of C o m p tr o l le r  G e n e ra l S ta a ts  an d  o b se rv in g  
th e  i n te r e s t  o f th e c o m m itt e e , I h a v e  c o m m u n ic a te d  w it h  so m e  m e m b e rs  of  
th e  C o m m is s io n - - f o r m e r  S e c r e t a r i e s  of th e  T r e a s u r y ,  H e n ry  F o w le r  and  
R o b e r t  B. A n d e rso n ; C h a ir m a n  of th e  P r e s id e n t 's  C o u n c il  of E co n o m ic  A d v is e r s  
D r . P a u l M c C ra c k e n  an d  S e n a to r  M il to n  Y oung. A tt a c h e d  a r e  te le g ra m s  
r e c e iv e d  f ro m  S e c r e t a r i e s  F o w le r  and  A n d e rso n , and  a  l e t t e r  d a te d  M a rc h  
8,  19 71 , f ro m  D r.  H e r b e r t  S te in  w h o ,o n  M ay  25 , 19 71 , in  a te le p h o n e  c o n ­
v e r s a t io n ,  c o n f ir m e d  th a t th is  i s  th e  e x p r e s s e d  v ie w  of D r. M c C ra c k e n  (w ho  
i s  ou t o f th e  c o u n tr y ) . S e n a to r  You ng  h a s  a u th o r iz e d  m e to  r e p o r t  to  th e  
c o m m it te e  th a t h e  c o n c u r s  in  th e  o p in io n  e x p r e s s e d  by  S e c r e ta r y  A n d e rso n  
and  su p p o r ts  th e  p ro v is io n s  of S . 581 an d  HR  58 46  e x em p ti n g  E x im b an k  f ro m  
th e  c o m p u ta ti o n s  an d  to ta l s  of  th e  B u d g e t.  (A ppendix  D)

P u rp o s e  and  E ffe c t of HR. 58 46

T he t e s t  of c o m p e t it iv e n e s s  is  fo und  in  th e  a c t io n s , r e a c t io n s ,  an d 
r e s u l t s  in  th e  m a r k e tp la c e . E x im b a n k  w it h  i t s  c o n s ta n t p re s e n c e  in  th e  
m a r k e t  c an  and  w il l r e s p o n d  to  c h an g in g  c o m p e ti ti v e  s i tu a t io n s . It  w il l 
e n c o u ra g e  m o re  b a n k s , m a n u f a c tu r e r s ,  t r a d e r s  an d  o th e r s  to .m a r k e t  th e i r  
p ro d u c ts  an d  s e r v ic e s  a b ro a d . It  w il l a s s u r e  c o n ti n u it y  an d  f le x ib il it y  to  
a c h ie v e  e x p o r ts  in  a m o u n ts  and  a t t im e s  th ey  a r e  n e ed e d .

A tt a c h m e n ts  
Ju n e  1,
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E X P O R T - I M P O R T  B A N K  
O F  T H E  U N I T E D  S T A T E S

REVISED COOPERATIVE FINANCING FACILITY

The E x p o rt -I m p o rt  Bank  o f  th e  U n it ed  S ta te s  w i l l  c o o p e ra te  w it h  
e l i g i b l e  and ap pro ved  i n s t i t u t i o n s  to  a s s i s t  p u rc h a se rs  o f n o n -m il i ta ry  
equ ip m ent,  m a te r i a l s ,  co mpo ne nt s and s e r v ic e s  ex p o rt e d  fro m th e  
U n it ed  S t a te s .

The  p r in c ip a l  pu rp o se  o f th e  CFF i s  to  p ro v id e  r e sp o n s iv e  and 
a p p ro p r ia te  f in a n c in g  o f  p u rc h ase s  fro m th e  U n it ed  S ta te s  by  sm a ll e r  and  
m oder ate  s iz e d  bu y ers  th ro u g h  I n s t i t u t i o n s  lo c a te d  in  t h e i r  own c o u n tr y . 
Ho we ver, th e r e  a re  no l im i t s  in  th e  m ag nit ude o f  an y p ro pose d  t r a n s a c t io n  
th a t  may be  su b m it te d  to  Ex imb ank  fo r  a p p ro v a l by  th e  C o o p e ra ti n g  
I n s t i t u t i o n  (C I) .

Upon ap p ro v a l o f  an  a p p l i c a t io n  fo r  a c o o p e ra ti v e  f in a n c in g  f a c i l i t y ,  
Eximbank  w i l l  a l l o c a t e  a ’’l in e  o f  c r e d i t "  in  a m u tu a ll y  a g re e a b le  amoun t 
in  m u l t ip le s  o f  $ 1 ,0 0 0 ,0 0 0 , to  be  d is b u rse d  to  s u p p l ie r s  o r  t r a n s f e r  
a g en ts  on appro ved  t r a n s a c t io n s  i n  b e h a lf  o f  p u rc h a se rs  in  th e  co u n tr y  o f 
th e  CFF. In  a l l  t r a n s a c t io n s  th e  CI w i l l  make th e  d e c is io n  re g a rd in g  
c r e d i tw o r th in e s s  o f  th e  p u rc h a se r  (b o rr ow er)  to  pay . T her e w i l l  be  no 
co nm itm en t fe e  fo r  a CFF ag re em en t,  ex cep t fo r  th e  p ro c ed u re  d e sc ri b e d  
in  p a ra g ra p h s  (b ) and (1 ) whi ch  fo llo w? .

O p e ra ti n g  g u id e l in e s  o f th e  CFF a r e :

(a ) Eac h t r a n s a c t io n  s h a l l  be  j o i n t l y  f in an c ed  th ro u g h  d is b u r s e ­
men t o f fu nds by  th e  CI an d Ex im ba nk . Eximb ank  w i l l  p ro v id e  up  to
50 p e rc e n t  o f  th e  f in an c ed  p o r t io n  a f t e r  an  a p p r o p r ia te  cash  o r down pa ym en t,  
and  th e  CI w i l l  p ro v id e  th e  re m a in in g  50 p e rc e n t o f  th e  f in an c ed  p o r t io n ,  
u s u a l ly  d is b u rse d  p a r i  p a s s u .

(b ) T her e w i l l  be  no comm itm ent fe e  fo r  a CFF agre em en t u n t i l  ea ch  
in d iv id u a l  t r a n s a c t io n  h as be en  g iv en  f i n a l  ap p ro v a l by  Ex im bank . Then 
Ex imb ank  w i l l  charg e  a co nm itm en t fe e  o f  1 /2  p e rc e n t on th e  u n d is b u rs e d  
b a la n c e  o f  ea ch  appro ved  t r a n s a c t io n  b eg in n in g  30 day s a f t e r  f i n a l  Eximbank  
a p p ro v a l.

(c )  Len gt h o f  re pay m en t an d g ra ce  p e r io d  b e fo re  pa ym en ts  b eg in  
s h a l l  co nf or m  to  i n t e r n a t i o n a l  p r a c t i c e  u n le s s  e x c e p ti o n s  a re  s p e c i f i c a l l y  
a u th o r iz e d  by Ex im bank . A sc h e d u le  o f  ty p ic a l  te rm s i s  a tt a c h e d  as  
Annex A. E x cep ti o n s may be  re q u e s te d  by  t e l e x  which  m us t in c lu d e  a l l



683

p e r t i n e n t  in fo rm a ti o n  co n ce rn in g  th e  i n d iv id u a l  t r a n s a c t i o n .  Ex imb ank  
w i l l  re sp o n d  p ro m p tl y .

(d ) Ex imbank  s h a l l  p ro v id e  th e  fu nds fo r  i t s  p a r t  o f  ea ch  t r a n s a c ­
t io n  a t  i t s  s ta n d a rd  i n t e r e s t  r a t e  on th e  d a te  th e  CFF agre em ent i s  
a u th o r iz e d  ( c u r r e n t ly  6 p e rc e n t p e r  an nu m).

(e ) I t  i s  a n t i c ip a te d  t h a t  re paym en ts  o f  p r i n c i p a l  and i n t e r e s t  
w i l l  be  mad e p a r i  p a ssu  to  a l l  le n d e rs  In  a t r a n s a c t i o n .

( f )  S u b je c t to  p r i o r  Eximbank a p p ro v a l,  a p p l ic a b le  t a x e s ,  d e v a lu a ­
t io n  in su ra n c e  o r  o th e r  f i n a n c ia l  c h a rg e s  may be  in c lu d e d  In  th e  c h a rg es  
to  th e  b o rro w e r .

(g ) R e g u la ti o n s  g o v e rn in g  Ex imbank  r e q u i r e  t h a t  U .S . go od s an d 
s e r v ic e s  f in a n c e d  by  Ex imbank  c r e d i t s  an d f i n a n c i a l  g u a ra n te e s  an d whi ch  
a re  sh ip p ed  by  oce an  v e s s e l s  s h a l l  be t r a n s p o r te d  on s h ip s  o f  U .S . r e g i s t r y  
ex cep t to  th e  e x te n t  t h a t  a  w a iv e r o f  su ch  re q u ir e m e n t i s  o b ta in e d  from  
th e  U n it ed  S ta te s  M ari ti m e A d m in is tr a t io n . The c o s t  o f  sh ip m en t on  U .S . 
v e s s e l s  may be  in c lu d e d  in  f in a n c in g  u n d e r t h i s  pro gra m , b u t th e  c o s t  o f  
sh ip m en t on  n on-U .S . v e s s e l s  i s  ex c lu d ed .

(h ) Th e e f f e c t i v e  p e r io d  o f  th e  CFF agre em ent s h a l l  be  fo r  15 
m on th s fro m th e  d a te  th e  agre em ent h as bee n f i n a l l y  appro ved  by  Ex im ba nk . 
C o n s id e ra ti o n  f o r  re n ew a l o r  e x te n s io n  w i l l  be  g iv en  on r e q u e s t .

( i )  Non -G ov ernm en t C l 's  a r e  e l i g i b l e  fo r  a s su ra n c e  o f  c o n v e r t i ­
b i l i t y  fro m lo c a l  c u rre n c y  to  U .S . d o l l a r s  th ro u g h  a  S p e c ia l G u ara n te e  by  
Ex imbank  a t  a  c o s t  o f  1 /4  o f  1 p e rc e n t  on g ro s s  o u ts ta n d in g  b a la n c e s  on 
com ple te d  t r a n s a c t i o n s .

( j )  Und er  c e r t a i n  c ir c u m s ta n c e s  a CI  may f in d  i t  n e c e s sa ry  to  
f in a n c e  i t s  p o r t io n  o f  a  t r a n s a c t io n  from  r e s o u rc e s  o th e r  th an  i t s  own.
In  t h i s  e v e n t,  Ex imbank i s  p re p a re d  to  g u a ra n te e  re pay m en t o f  lo a n s  ex te nded  
to  th e  CI by  f i n a n c ia l  i n s t i t u t i o n s  in  a  " t h i r d "  c o u n tr y  f o r  50 p e rc e n t  o f  
th e  f in a n c e d  p o r t io n  o f  th e  t r a n s a c t i o n  in  a d d i t io n  to  p ro v id in g  i t s  d i r e c t  
lo an  p o r t io n .  Each t r a n s a c t i o n  r e q u ir in g  t h i s  s e r v ic e  w i l l  r e q u i r e  p r io r  
a p p ro v a l o f  Ex imbank  an d a g u a ra n te e  fe e  o f  1 /2  p e rc e n t  p e r  annum on th e  
u n p a id  b a la n c e  w i l l  be  ch arg ed  on th e  g u a ra n te e d  p o r t io n .

(k ) The  CI may ch arg e  th e  p u rc h a se r  i n t e r e s t  a t  a r a t e  up  t o  8 -1 /2  
p e rc e n t p e r  annu m on th o se  fu nds made a v a i l a b l e  to  th e  CI by  Ex im bank .
The  i n t e r e s t  r a t e  to  th e  p u rc h a se r  on th e s e  fu nds fu rn is h e d  by th e  CI sh ould  
be  n e g o ti a te d  d i r e c t l y  bet w ee n th e  CI an d th e  p u rc h a s e r .

In  th e  ev en t t h a t  th e  CI borr ow s fu nds to  f in a n c e  i t s  p o r t io n  o f  a 
t r a n s a c t i o n  as p ro v id ed  in  p a ra g ra p h  ( j )  an d u se s  E xim ban k's  F in a n c ia l  
G u a ra n te e , th en  th e  CI may ch arg e  th e  p u rc h a se r  i n t e r e s t  a t  a r a t e  n o t 
h ig h e r  th an  2 -1 /2  p e rc e n t p e r  annum ab ov e th e  e f f e c t i v e  r a t e  o f  co mbine d
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i n t e r e s t  on  th e  fu nds p ro v id ed  to  th e  CI by  Ex imb ank  and th e  o th e r  
i n s t i t u t i o n .

(1 ) Sh ou ld  a CI d e s i r e  d i s c r e t io n a r y  a u th o r i ty  to  appro ve t r a n s ­
a c t io n s ,  Ex imb ank  up on  r e q u e s t  fro m th e  CI i s  p re p a re d  to  a l l o c a t e ,  fo r  
t h i s  p u rp o se , an  a p p r o p r ia te  p o r t io n  o f  th e  t o t a l  CFF l in e  o f  c r e d i t  to  
be  lo aned  in  am ou nts up to  $200,0 00 fo r  an y t r a n s a c t io n  o r up  to  a t o t a l  
o f  $500,0 00 to  an y on e p u rc h a se r  by  th e  CI w it h o u t p r i o r  Eximba nk 
a p p ro v a l.  Ho we ver, to  comp ly w it h  Eximb ank  re q u ir e m e n ts , a com mitment 
fe e  o f  1 /2  p e rc e n t on  th e  u n d is b u rse d  p o r t io n  o f  th e  S p e c ia l D is c re t io n a ry  
L in e  o f  C re d it  m us t be  charg ed  b eg in n in g  30  da ys  a f t e r  a p p ro v a l.  Ther e 
w i l l  be  no d u p l ic a t io n  o f  comm itm ent f e e s . (S ee  p a ra g ra p h  ( b ) .)

M is c e ll a n eo u s

In  c a se s  o f  la r g e r  t r a n s a c t io n s  o r th o se  r e q u ir in g  s p e c ia l  c o n d it io n s  
th e  CI i s  in v i t e d  to  r e q u e s t  Eximbank  c o o p e ra ti o n  th ro u g h  u se  o f  th e  
P re li m in a ry  Com mitm ent p ro c e d u re . In  su ch  c a se s  a l l  i n t e r e s t s  o f  th e  CI 
w i l l  be  obse rv ed  an d p r o te c te d .

A p p li c a ti o n s  fo r  a CFF l in e  o f  c r e d i t  s h a l l  in c lu d e  a l l  in fo rm a ti o n  
o u t li n e d  in  Annex B.

A p p li c a ti o n s  fo r  lo an s  under a CFF l in e  o f  c r e d i t  s h a l l  in c lu d e  a l l  
in fo rm a ti o n  o u t l in e d  in  Annex C.

The C o o p e ra ti v e  F in an c in g  F a c i l i t y  pr og ra m  i s  a p a r t  o f  th e  e x p o rt  
exp an sio n  e f f o r t  o f  th e  U n it ed  S t a te s ,  as  su p p o rt e d  by  Ex im bank . I t  
p ro v id e s  an  e f f e c t i v e  co mpa nion  pr og ra m  to  th e  Ex imb ank  r e le n d in g  f a c i l i t y ,  
su p p le m en ti ng  t h a t  f a c i l i t y  w it h  f l e x i b i l i t y  an d c o n t in u i ty .

A d d it io n a l in fo rm a ti o n  on th e  C o o p e ra ti v e  F in an c in g  F a c i l i t y  may be  
o b ta in e d  fro m th e  O ff ic e  o f  th e  V ic e P re s id e n t  fo r  P ro d u c t F in a n c in g .

(Exim bank TELEX 89-4 61)

May 1971 P u b li c  A f f a i r s  O ff ic e
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COOPERATIVE FINANCING FACILITY

C re d it s  f o r  th e  p u rc h ase  o f  U .S . go od s and s e r v ic e s ,  whe re  
Eximb ank  p a r t i c i p a t e s  in  o r  a s s i s t s  th e  f in a n c in g  in  an y way, sh ou ld  
n o rm all y  hav e te rm s o f  re pay m en t whi ch  do n o t exce ed  th e  te rm s 
com m erc ia ll y  cu st om ary  in  i n te r n a t i o n a l  t r a d e . T h is  p h ra se  me ans t h a t  
th e  te rm s fo r  th e  go od s o r  s e rv ic e s  g e n e r a l ly  a re  common to  th e  a cc ep te d  
co m m er ci al  p r a c t i c e  o f  e x p o r te r s  in  a numb er o f  c o u n tr ie s  and t h a t  an y 
te rm s whi ch  ap p ear lo ng on th e  fo reg o in g  b a s is  s t i l l  may be  a c c e p ta b le  
in  some in s ta n c e s  i f  i t  ca n be  shown th a t  th e  fo re ig n  te rm s a re  p u b l ic ly  
su p p o r te d .

T y p ic a l Terms fo r  C a p it a l  Eq uipm en t

G enera l

C o n tr a c t
P r ic e

C re d it
P e ri o d

Up to $ 25 ,0 00 Up to  3 y e a rs
$2 5,0 00 to 15 0,0 00 4 y e a rs

over 150,0 00 5 y e a rs

B. S p e c ia l C a te g o r ie s

1. S a le s  to  d i s t r i b u t o r s

a . P a ssen g e r au to m o b il e s  -  2 y e a rs  (a ls o  p r iv a t e  u s e r s  ex cep t
on la r g e  f l e e t  p u rc h a se s )

b . B uss es  - 5 y e a rs

c . O th er eq ui pm en t - 3 y e a rs

2 . S a le s  o f  b re ed in g  c a t t l e

a . Up to  $150,0 00 - 2 y e a rs

b . Over $1 50,0 00 - 3 y e a rs

3 . A g r ic u l tu r a l  p ro d u c ts  - 1 y e a r

4 . Lar ge  " t i c k e t "  it em s su ch  as  j e t  a i r c r a f t  and lo co m o ti v es - te rm s 
to  be  d e te rm in ed  th ro u g h  in q u ir y  by  t e l e x .

C. Time  o f  Pa ym en t o f  F i r s t  I n s ta ll m e n t

1.  I n t e g r a l  ty p e  it em s u s a b le  up on  d e l iv e r y  -  6 m on th s fro m d e l iv e r y

2 . It em s u s a b le  on ly  up on  f i n a l  d e l iv e r y  - 6 m on th s from  f i n a l  
d e l iv e ry

3 . I n s t a l l a t i o n  by  s u p p l i e r  -  6 m on th s from  c o m p le ti o n  o f  i n s t a l l ­
a t i o n  and a c c e p ta n c e  by buyer
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ANNEX B

APPLICATIONS FOR A CFF LINE OF CREDIT

A p p li c a ti o n s  fo r  c o n s id e ra ti o n  by  Ex imb ank  o f  a C o o p e ra ti v e
F in a n c in g  F a c i l i t y  Agreemen t may be  su b m it te d  by o v e rse a s  b ra n ch es or 
a f f i l i a t e s  o f  U n it ed  S ta te s  p r iv a t e  ban k s,  p r iv a t e  c o n m erc ia l and  
in v es tm en t ba nk s in  an y co u n tr y  whe re  Ex imb ank  i s  a u th o r iz e d  to  do b u s in e s s , 
o f f i c i a l  go ve rn m en t i n s t i t u t i o n s  su ch  as  p la n n in g  o r g a n iz a t io n s ,  b an k s t  
dev el opm en t a g e n c ie s , an d t r a d in g  co m pa ni es  o r o th e r  i n s t i t u t i o n s  whi ch  
s i g n i f i c a n t l y  a re  in v o lv e d  in  i n te r n a t i o n a l  t r a d e  f in a n c in g . A p p li c a ti o n s  
sh ou ld  in c lu d e  th e  fo ll o w in g  in fo rm a ti o n :

a . F u l l  i d e n t i f i c a t i o n  o f th e  i n s t i t u t i o n ,  in c lu d in g  th e  nam es and 
o f f i c i a l  t i t l e s  o f  o f f i c e r s ,  th e  n a tu re  o f  th e  i n s t i t u t i o n ,  th e  
a d d re s s , t e l e x  d e s ig n a t io n , e tc .

b . A s ta te m e n t co n cern in g  th e  vo lume  o f  e x p o r ts  ex p ec te d  to  be  f in an c ed  
th ro ugh  t h i s  pr og ra m  fo r  th e  f i r s t  f u l l  y e a r  o f  o p e r a t io n ,  an d th e  
a u th o r iz a t io n  re q u e s te d  o f  Ex im bank .

c . A b r i e f  s ta te m e n t o f an y p la n  o r  pr og ra m  t h a t  th e  o f f i c e r s  o f  th e  
a p p li c a n t  ha ve  devel oped  to  e f f e c tu a t e  th e  pro gra m .

d . I d e n t i f i c a t i o n  o f  th e  o f f i c e r  who w i l l  be a u th o r iz e d  to  ex ecu te  
do cu men ts  an d who w i l l  be  in  ch a rg e  o f  th e  pr og ra m .

e . F in a n c ia l  s ta te m e n ts  an d su ch  o th e r  in fo rm a ti o n  a s  w i l l  be  n e c e ssa ry  
to  e s t a b l i s h  th e  f i n a n c ia l  r e s p o n s i b i l i t y  o f  th e  a p p l i c a n t .

f .  A ss ura nce  th a t  an y re q u ir e d  g o v ern m en ta l a p p ro v a l ca n  be  se c u re d .

Where f e a s ib l e ,  com m unic at io ns r e l a t i n g  to  t h i s  pr og ra m  w i l l  be  
chan n e le d  th ro ugh  t e l e x  — i f  n o t a p p l i c a b le ,  by  m a il .
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ANNEX C

INDIVIDUAL LOAN INFORMATION TO BE SUBMITTED ON EACH CREDIT 
UNDER THE CFF PROGRAM

1. U.  S. S u p p l ie r  o r  E x p o r te r  (nam e an d a d d r e s s ) :

2 . P u rc h a s e r  (nam e an d a d d r e s s ,  i n c lu d in g  c o u n t r y ) :

3 . A. Ty pe  o f  e n t e r p r i s e  ( m a n u fa c tu r in g , d i s t r i b u t o r ,  e t c . ) :

B. A nnual  volu m e o f  s a l e s  o r  p r o d u c t io n :

C.  Numb er o f  p e rm a n e n t e m p lo y ees :

4 .  A. O w ners h ip  -  p u b l i c  o r  p r i v a t e :

B. Number o f  s h a r e h o ld e r s :

5 . P ro d u c ts  o r  s e r v i c e s  t o  be  p u rc h a s e d  fr om  t h e  U .S . :

6 . C o n t r a c t  p r i c e : US$

7. C as h paym en t ( a t l e a s t  10 7. ): US$

8 . F in a n c e d  p o r t i o n : E xi m ba nk
CFF F i n a n c i a l  I n s t i t u t i o n  
O th e r  L e n d e rs

US$

US$
P e r  S e c t io n  ( j )  
o f  d e s c r i p t i o n

9 . E x im b an k 's  g u a r a n te e  w i l l / w i l l  n o t  b e  r e q u e s t e d  by  o t h e r  l e n d e r s .  
Nam es an d a d d r e s s e s  o f  o t h e r  l e n d e r s :

10 . P ro p o se d  d is b u r s e m e n t  s c h e d u le :  D is b u rs e m e n ts  o f  c r e d i t s  a r e  
u s u a l l y  mad e p a r i  p a s s u , i f  e x c e p t io n  i s  r e q u i r e d  p l e a s e  e x p l a i n .

11 . P ro p o se d  te rm s  o f  re p a y m e n t:  A l l  c r e d i t s  r e p a y a b le  p a r i  p a s s u  i n
s u c c e s s iv e  ( s e m ia n n u a l)  ( q u a r t e r l y )  i n s t a l l m e n t s  

b e g in n in g  _____________________ , 19__ .

1 2 . A. I n t e r e s t  r a t e  t o  p u r c h a s e r :  _______ 7. p e r  annu m on  Exi m ba nk  fu n d s ;
7. p e r  an nu m o f  C o o p e ra t in g  I n s t i t u t i o n  fu n d s ;  _______ 7. p e r

annum i s  e f f e c t i v e  r a t e  f o r  t o t a l  f i n a n c i n g .

-  o r  -

B. I f  t r a n s a c t i o n  i s  f in a n c e d  u n d e r  c o n d i t i o n s  o f  S e c t io n  ( J )  o f
d e s c r i p t i o n  w i th  Exi m ba nk  g u a r a n t e e ,  r a t e  t o  p u r c h a s e r :  _______ 7.
p e r  annum on Exi m ba nk  fu n d s :  _______ 7. p e r  annu m on  fu n d s  o f  o th e r

le n d e r  ( i f  m or e th a n  o ne  l e n d e r ,  g iv e  r a t e  f o r  each  l e n d e r ) ;
_______ 7. p e r  an nu m i s  t h e  e f f e c t i v e  r a t e  c o s t  t o  t h e  C o o p e ra t in g
I n s t i t u t i o n ;  _______ 7. p e r  annu m i s  t h e  i n t e r e s t  t o  th e  p u r c h a s e r .

13 . A p p ro x im a te  d a t e  o f  s h ip m e n t:

14 . C o o p e ra t in g  I n s t i t u t i o n  i s  e x p e c te d  t o  su b m it  d u ly  e x e c u te d  
p r o m is s o ry  n o t e s  p r i o r  t o  d is b u r s e m e n t  by  E x im ban k . A d d i t i o n a l  
d o c u m e n ta ti o n  a s  r e q u i r e d  m u st b e  s u p p l i e d  a s  s c h e d u le d .

60 -2 0 8  O - 71 - pt.  1 - - - 4 4
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D e f in it io n s  and A b b re v ia ti o n s

1.  Ex imb ank  - o r E x p o rt -I m p o rt  Bank  — o r EIB.

2 . E l ig ib le  I n s t i t u t i o n s :  Non -U .S . ba nk s an d f i n a n c ia l  i n s t i t u t i o n s ;  b ra n ch e s , fo re ig n  a f f i l i a t e s  and c o rre sp o n d e n ts  o f  U .S . banks,  t r a d in g  and d i s t r i b u t i o n  co m pan ie s.

3 . C o o p era ti n g  I n s t i t u t i o n  (C I)  - -  an y on e o f  th o se  d e s ig n a te d  in  num ber  (2 ) a s  appro ved .

4 . Ca sh o r  Downpaym ent - minimum 10 p e rc e n t o f  s a l e s  p r i c e  o r p u rc h ase , b u t an  am oun t t h a t  i s  a p p r o p r ia te  to  th e  n a tu re  o f  th e  t r a n s a c t io n  as  p e r Ann ex (A) - Schedule  o f  Terms and C o n d it io n s .

5. P a r i Pass u  - -  P a r a l l e l  o r  eq u a l as to  am ount an d ti m e .

6.  T h ir d  C ountry me ans a c o u n tr y  o th e r  th an  t h a t  o f  th e  C o o pera ti ng  I n s t i t u t i o n .



A P P E N D IX  b

EXPORT-IMPORT BANK OF THE UNITE D STATES 
U .S . SU PP LIER S*  USING  EXIMBA NK 'S ME01UM-TERM GUARANTEE 

AND INSURANCE PROGRAMS

A 8 DICK  CO 
A J ARMSTRONG CO INC  
A KUBLES WESTERN CORPORATION 
A 0 SMITH CORPORATION 
A -T -0  INC
ABARCA WAREHOUSES CORP 
ABBEY ETNA MACHINE CO.
ACKER DR ILL  COMPANY INC 
ACME EQUIPMENT CO 
ACME PROCESS EQUIPMENT CO 
ACME-CLEVcLAND CORPORATION 
ADDRESSOGRAPH MULTIGRAPH CORP 
AERO COMMANDER ACCEPTANCE CORP 
AERO COMMANDER IN C .
AEROGLIDE AMERICAS, IN C . 
AFROGLIDE CORP.
AEROSTAR AIRCRA FT CORPORATION 
AIR  CARRIER SERVICE S CORP 
AIR  MAC INTERNATIONAL CORP 
AJAX INTERNATIO NAL CORP 
AJAX MAGNETHERMIC CORPORATION 
ALCO PRODUCTS INC 
ALDEN INTERNATIO NAL S A 
ALFORD MANUFACTURING COMPANY 
ALFRED KUBIES WESTERN CORP 
ALL METALS PROCESSG CORP 
ALLEN SHERMAN HOFF CO. IN C . 
ALLENBERG COTTON CO INC 
AL LIED  BANK INTERNATION AL  
AL LIED  PAPER £ TINP LA TE  MCH CO 
AL LIED  PRODUCTS CORPORATION 
ALL IS  CHALMERS INT ERNATIONAL 
ALL IS  CHALMERS MFG CO. 
ALLSTATES INTERNATION AL CORP. 
ALMALY TRADING CORP.
AM. HOSPITAL SUPPLY EXPORT CO. 
AMER INTE RNATL  TRADING CO 
AMER RADIATOR £ STAND SAN CORP 
AMERACE CORPORATION 
AMERESCO INC
AMERICAN B IL T R IT E  RUBBER CO 
AMERICAN CAN COMPANY 
AMERICAN CRYOGENICS INC 
AMERICAN DEFIBRATOR INC 
AMERICAN ELECTRIC FUSIO N CO 
AMERICAN FLETCHER NATIONAL BNK 
AMERICAN HOIST  £ DERRICK CO 
AMERICAN HOIST  DEVELOP. CORP.

♦THE BANK'S AUTOMATED RECORDS ARE PRESENTLY INC OM PLETE, V IS  A V IS  THE U .S . 
SUPP LIER , IN SCME CASES. THIS  PA RTIAL L IS T IN G  INCLUDES THOSE SUPPLIERS CN 
TH t BANK'S COMPUTER FIL E  CN JUNE 1 , 1 9 7 1 .



AMERICAN HO SPITA L SUPPLY CORP 
AMERICAN HYDROTHERM CORP. 
AMERICAN INSTRUMENT COMPANY 
AMERICAN LAUNDRY MACH INDUSTS 
AMERICAN LAUNDRY MACHINERY 
AMERICAN MACHINE TOOL EXPORT A 
AMERICAN MEDICAL CORPORATION 
AMERICAN METAL CLIM AX INC 
AMERICAN MOTORS CORP.
AMERICAN MOTORS PAN AMERICAN 
AMERICAN NATIONAL BANK C TRUST 
AMERICAN RADIATOR £ STANDARD 
AMERICAN SNOWBLAST CORP 
AMERICAN STANDARD INCORPORATED 
AMERICAN STEEL EXPORT CO INC  
AMERICAN STER IL IZ ER  COMPANY 
AMERICAN TRANSPORT EQUIP . CO . 
AMERICAN TYPE FOUNDERS CO INC  
AMERTOOL SERVICE S IN C.
AMETEK INC
AMF INTERNATIONAL 
AMPEX INTERN ATL OPERATIONS INC  
AMPEX PAN AMERICAN COMPANY 
AMPEX WORLD OPERATIONS SA 
AMPRESS SALES CORPORATION 
AMRON CR EDIT CORPORATION 
AMSCO INT ERNA TIO NA L COMPANY 
AMTEA CORP
AMTHAI PU BL ICAT IONS  INC  
ANDERSON CLAYTON AND COMPANY 
ANGELUS SANITARY CAN MACHINE C 
ANSOR CORPORATION
ANTHONY GIB BS £ CO INC 
APPLETON MACHINE COMPANY 
AP PL ICAT ION ENGIN  CORP 
AQUA-CHEM MANUFACTURING CO. 
ARIZONA BANK
ARMCO STEFL CORPORATION 
ARMSTRONG CORK COMPANY 
ARVIN  INTERNATIONAL INC 
ASHWORTH BROS IN C .
ASIAN  TRACTOR COMPANY LTD 
ASSOC MFG INTERN ATL S A 
ASSOCIATED MANUFACTURERS 
ASSOCIATED MFG. IN TER. CORP. 
ATAKA AMERICA INC  
ATEC CORP.
ATKINS £ MERRILL INC  
ATLANTA GROTNES MACHINE CO .
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AULT £ WIBORG CO.
AUTO SPRIN KLER CORP OF AMERICA 
AVCO CORPORATION 
AVCO DIS TRIB UTIN G  CORPORATION 
AVIA TION ASSOC OF PUERTO RIC O 
AVIOU IPO INC 
AVRA VALLEY AIR
AXELSON D IV IS IO N  UF U S INDUST 
AZTEC CORPORATION 
B £ J MACHINERY COMPANY 
8 . F . GOODRICH CO.
BABCOCK AND WILCOX CO.
BACON AMERICAN INTERNATIONAL 
BAHNSON COMPANY 
BA IRD-AT OM IC INC 
BAKER OIL  TOOLS, IN C .
BALD WIN-EHR ET -H ILL INC 
BA LD WIN-LIM A-HA MILT ON  CORP. 
BALFOUR MACLAINE INC  
BALFOUR MACLAINE INT ERNATIONAL 
BALFOUR WILLIAM SO N,  IN C . 
BALTIMORE BROOM MACHINE CO. 
BANDAG INC
BANGOR PUNTA OPERATIONS INCORP 
BANK OF AMERICA  
BANK OF AMERICA NT £ SA 
BANK OF CA LIFO RN IA  
BANK OF CA LIFO RN IA N A 
BANKERS TRUST COMPANY 
BARBER-COLMAN COMPANY 
BARBER-GREENE AMERICA S, IN C . 
BARBER-GREENE CO.
BARBER-GREENE OVERSEAS 
BARNES DRILL  TRADING CO 
BARRELROS DIES EL  
BARRETT-HAENTJENS £ CO 
BARRY-WEHMILLER EXP SALES CO 
BATSON-COOK COMPANY 
BAUER BROS CO 
BAUER INTERNATIO NAL INC 
BAUSCH £ LOMB INC  
BEATRICE FOODS COMPANY 
BEECH AIRCRAFT ACCEPTANCE CORP 
BEECH AIRCRAFT CORP 
BEHLEN MANUFACTURING CO.
BELL AEROSPACE CORPORATION 
BELL HELICOPTER  COMPANY 
BELOIT CORP 
BEN £ SANDERS CORP.
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UEND IX  CORPORATION  
BE NJ AM IN E WIESMAN £ CO 
BERGLUND INC ORPORATED 
BERWIC K IN TERNATIO NAL COMPANY 
BERWIN D CO RPOR ATION  
BESSER CO.
BEVERAGE-A IR  SALES CO.
BIC KLEY FURNAC ES W H INC 
B IF -U N IT  OF GEN . SIG NAL COR P.  
BIGELOW COMPANY
BIGELOW LIP TA K  EXPORT CO RP . 
BIR D AND SONS INC  
BIR D  MAC HINE  COMPANY 
BLACK CLAWSON COMPANY 
BLACK S IV A LL S  £ BRYSO N-INC  
BLACKSTONE CO RPOR ATION  
BLANCHARD MA CHINE  COMPANY 
BLAW-KNOX COMPANY 
BLAW-KNOX CO NS TR UC TION  EO UIP  
BLAW-KNOX FOOD £ CH EM ICAL  EQ 
BLOUNT MA RINE  CORP 
BLUE B IR D BODY COMPANY 
BOBST CH AM PL AIN IN C  
BO EING  COMPANY 
BOIS E CASCADE CO RP OR AT ION 
BO LTON-EM ERSON IN C  
BOOTHE COMPUTER CO RP OR ATION  
BORDEN INC
BURG WARNER CO RPOR ATION  
BORG-WARNER IN TE RNATL  CORP 
BOSTON SHOWCASE CO.
BOWEN TOOLS INC
BOWMAN AM ERICA S CO RP OR AT ION 
BRANSON INST RU MEN TS  CO 
BRANTLEY HELICOPTER CORP 
BREIS E £ JOH NST ON FL Y IN G  SER . 
BR IGGS  £ STRATTO N CORP 
BROCKWAY MOTOR TRUCKS  
BROWN £ SHARPE MAN UF AC TU RING  
BROWN £ S IT E S  COMPANY INC 
BROWN IN TERNATIO NAL  
BRU NSWIC K CO RP OR ATION  
BUCYRUS-E RIE  CO.
BUDD CO.
BUEHLER LTD 
BURROUGHS CORP 
BURROUGHS IN TE R AM ER ICA 
BUTLER MA NU FA CT UR ING COMPANY  
BUTTERWORTH AM ER ICAS  CORP
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BUTTEkWORTH MEG. CO.
BYRON JACKSON PUMPS IN C .
C £ I GIRDLER INC 
C H BABB COMPANY IN C .
C TENNANT £ SONS £ COMPANY 
CABOT CORP.
CABOT INTERAMERICA INC 
CALHOUN FOUNDRY COMPANY INC 
CA LIF OR NIA PELLET MILL COMPANY 
CALLAHAN AMS MACHINE CO.  
CALMAOUIP ENG. W. H . CORP. 
CALMAOUIP ENGIN EERIN G CORP 
CALVERT WESTERN EXPLORATION CO 
CANE MACHINERY6ENGI NEER I NG COM 
CA PITAL FOUNDRY D IV IS IO N  
CARAVAN TRADING CORP 
CARD £ CO INC
CARD SALES CORP.
CARDWELL MANUFACTURING CO 
CARL STRUTZ £ COMPANY 
CAR RIER INTERNATIO NAL LT D. 
CAR RIER OVERSEAS CORPORATION 
CATERPILLAR AMERICAS CO. 
CATERPILLAR FAR EAST LT D. 
CATERPILLAR OVERSEAS S .A . 
CATERPILLAR TRACTOR CO 
CDP COMPUTER DATA PROCESSORS 
CENT NATL BANK OF CLEVELAND 
CENTRAL NATIONAL CORPORATION 
CENTRAL S C IE N T IF IC  CO 
CENTRAL TROST COMPANY 
CENTRIFUGAL CASTG MACH CO 
CENTURY ENGIN EERIN G CO INC 
CESSNA AIRCRAFT CO 
CESSNA DIS TRIB UTIN G COMPANY 
CESSNA INTERNA TL AIRCRA FT CORP 
CESSNA IN T N 'L  FINANC E CORP. 
CHALLENGE COOK BROS INC 
CHAMPION AIRCRA FT CORPORATION 
CHAMPLAIN COMPANY INC  
CHANDLER £ PR ICE CO.
CHARLES PfcTTET ASSN.
CHARLOTTE AIRCRA FT CORP 
CHATTANOOGA TUFTERS SUPPLY CO 
CHEMCU PHOTOENGRAVING CO.  
CHEMCO PHOTOPRODUCTS CO. 
CHEMETRON CORPORATION 
CHEMICAL BANK ANO TRUST CO. 
CHEMICAL CLE ANING INC
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CHEMICAL INTERNATIONAL FINANCE  
CHEMTEX FIB ERS INC 
CHEMTfcX INC  
CHERRY BURRELL CORP.
CHESAPEAKE INT ERNATIONAL CORP 
CHISHOLM BOYD t  WHITE CO 
CHOICE VEND 
CHRYSLER CORP.
CHUNUSA CORPORATION OF AMERICA 
CIN CIN NATI  LATHE a TOOL CO 
CIN CIN NATI  M IL LI NG a GR INDING  
CIT IC ORP LEASING  INTERNATIONAL 
C IT IZ E N S  a SOUTHERN IN T ’ L BANK 
C IT IZ E N S  AND SOUTHERN NA T’ L BK 
CLARK INT ERNATIONAL MKT . S . A.  
CLEAVER-BROOKS COMPANY 
CMI CORP.
COASIN INC
COAST EXP CO F IN E B IL T MFG CO 
COCKER MACH a FOUNDRY CO 
COHERENT RA DIAT ION 
COLLINS  RADIO COMPANY 
COLMAN COCKER CO.
COLT INDU STRIES  INC 
CU LT -IN TE RN AT IONA L 
COLUMBIA EXPORTERS INC 
COLUMBIA MACHINE INC 
COLUMBIA RESEARCH CORP 
COM a INDUST EXP-IMP AGENCY 
COMBUSTION ENG INEERING  INC 
COMER MACHINERY CO . OF N .C . 
COMINS PRODUCTS COMPANY 
COMMUNICATION ASSOCIATES IN C . 
COMPANIA CONSTRUCTORA BECHTEL 
CONCARE AIRCRAFT LEASING  CORP 
CONN BANK a TRUST CO.
CONN TECH CORP
CONSAN PACIF IC  INC  
CONSOLIDATED INTER-AM ER ICAN  
CONSOLIDATED SERVICE S INC 
CONSTRUCTION MACHINERY CO 
CONT ELECTRONICS MFG COMPANY 
CONTINE NTAL BANK INTE RNA L N .Y . 
CONTINENTAL CAN COMPANY INC 
CONTINE NTAL ELECTRONIC WHOLESA 
CONTINE NTAL ELECTRONICS MFG CO 
CONTINENTAL EXPORT AGENCY 
CONTINENTAL GIN CO
CONTINE NTAL MIN IN G SU PPLIES
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CONTINENTA L ORE CO RPOR ATION  
CONTINENTA L TR ADIN G CORP 
CCNTIN ENTA L- EM SCO CO.
CUNTI NENTA L- SHELL M AR INC 
CONTI NENTA L/ M O SS GO RD IN INC 
CONTL IL L  NAT L BK £ TR CO 
CONTINENTA L BANK IN TE RNATIO NAL 
CONTROL DATA CO RPOR ATION  
COOK IN D U S T R IE S  IN C  
COOPER BESSEMER COR P.
COOPER IN D U S T R IE S  INC
CORN STAT ES  HYBIR D SE RVIC E INC
CORNE LIUS COMPANY
COSA EXPORT COMPANY IN C
COSMO TR ADIN G IN C
CO TTRE LL  CO.
COUNTY TR US T COMPANY  
COYNE CYLINDER COMPANY 
CRANE COMPANY DE MING D IV IS IO N  
CRANE MA CH INER Y £ ENG IN EERIN G  
CR C-CR OS E IN TERNATIO NAL INC 
C R IS P IN  CO.
CROCKER C IT IZ E N S  N A T 'L . BANK 
CROCKER MAC HINE  £ FOUNDRY CO 
CROMPTUN £ KNOWLES CO RP . 
CROMPTONCKNOWLES IN TE RNATIO NAL 
CROWN CONTROLS CO RP.
CROWN CORK £ SEA L COMPANY IN C  
CUBIC  CO RP OR AT ION
CUMMINS AM ERIC AS. IN C .
CU MM INS D IE S E L OF W IS CO NSIN  IN  
CU MM INS ENGIN E COMPANY INC  
CU MM INS SA LE S £ SERVIC E INC 
CUR LATOR CO RP OR AT ION
CURT G JOA INC
CU TLER -HAM ME R IN TERNATIO NAL CA 
D D DAVIS  CONS TR UC TION  CO IN C  
D H BALDWIN COMPANY
D P H IL L IP P  £ COMPANY INC 
OADE TRUCK SALES IN C  
DAKE CO RP OR AT ION 
DAL TO N,  COOPER £ GATES CORP. 
DAVID  GESSNER COMPANY 
DAVIS  £ FURBER MA CHINE  CO 
D A VIS  IN TERNATIO NAL  
DAVY IN TERNATIO NAL IN C .
DBI  ENTE RPRIS ES INC 
DE LAVAL SEPARATOR CO 
DEA PRODUCTS IN C
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DECCA SURVE Y SYSTE MS INC 
DEERE £ COMPANY
DEKALB AG RICU LT UR AL  A S S O C IA T E  
DESPATCH OVEN COMPANY  
DEVLIE G MA CH INE COMPANY  
D ID D E -G LA S E R , IN C .
DIEBOLD  IN C .
D IG IT A L  RESOURCES CO RP.  
DIR ECC IO N  DE OBRAS H ID RAULIC AS  
DIVC O- WAYN E CO RP OR ATION  
D IX IE -N A R C O  INC
DO ALL COMPANY 
DORR-O LIV ER INC 
DOSTAL £ LOWEY COMPANY 
DOUGHBOY IN TER -A M ER IC A  INC 
DUW FURNACE COMPANY 
DRAKE AM ER ICA CORP 
DRAPER AMERIC AS, IN C . 
DR EISEKR UM P WESTERN HE MISPH ER E 
DRESSER IN D U S T R IE S , IN C .
DU-V AL IN DUST FOR TRADE CORP
DUKANE CORPOR ATION
DUNBAR KAPPEL INC
DUNCAN EXPORT CO RP OR ATION
DUNCAN IN D U STR IE S IN C
CUNCAN PA RK ING METER CO RP OR AT I
DUNC AN -FO X AND CO IN C
DYE OXYGEN CO.
DYNALECTRO N CO RPOR ATION  
DY NA MICS  CO RP OR AT ION 
E D MAGNUS £ ASSOCIA TE S INC 
E H RESEARCH LA BOR AT OR IES 
E HOLZER IN C  
E P H IL IP  CO RP OR AT ION 
E V PRENTIC E COMPANY IN C  
E W B LIS S  COMPANY 
E . D . ETN YRE £ CO .
E . HO LZ ER , INC
E .L  CALDWELL £ SONS IN C £ CALD  
EARL IN G COR P.
EAST MOL INE METAL PRODUCTS CO 
EA TO N,  YA LE £ TOWNE, IN C . 
EDWARD G FROST ASS OCIA TE S  
EDWARD REN NEBUR G£SONS COMPANY 
EDWARDS FUGE CO RP OR AT ION 
EGAN MA CH INER Y CO.
EIM CO  CO RPOR ATION
EL PASO SAW £ BELTIN G  SUPPLY
E L D E R -O IL F IE L D  INC
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ELDRED INTERNATIONAL 
ELEC TRIC FURNACE COMPANY 
ELEC TRIC MACHINERY MEG. COMP. 
ELECTRONIC AUTOMATION SYSTEMS 
EL GIN-LE AC H INTERNATIONAL INC  
EL LICO TT  MACHINE CORPORATION 
EL LIOT  MANUFACTURING COMPANY 
EL LIOT  OVERSEAS CORP.
ELOX INC D IV IS IO N  OF COLT IND  
ELTRA CORPORATION 
FLWELL-PARKER ELECTRIC CO. 
EMHART EXPORT COMPANY 
EMI CORPORATION
EMI ENGIN EERIN G MANAGEMENT 
EMPIRE LAUNDRY EQUIP  INC  
EMPIRE MACHINERY CO. 
ENGIN EERIN G EQUIPMENT CO 
ENGS MOTOR TRUCK CO.
ENSENAT C CO WARD BUS SALES CO 
ENVIROTECH corporation 
ENVIROTECH SYSTEM S,IN C. 
EQUIPMENT EXPORT COMPANY 
EQUIPMENT LIQU IDAT OR S INC 
ER IE STRAVER CO
ERWIN-NEWMAN CO INC 
EU CLID EQUIPMENT INC  
EVERSMAN MANUFACTURING CO 
EXACA , IN C .
EXCELLON INDU ST RIES  
EXPORT CR WESTN HEMIS  CORP 
EXPORT CREDIT CORP.
EXPORT PROCUREMENT CORP 
EXPORT-IMPORT INC
F C S INDU ST RIES  INC  
F C DAWSON ENGIN EERIN G COMPANY 
F E MYERS C BROS COMPANY 
F W D INTERNATION AL INC  
F.J .S TOKES CORP
F.RI CH AR D INTERNATIO NAL CORP. 
FAB-CON MACHINERY DEVELOPMENT 
FA IL IN G  INDU ST RIES  INC  
FAIRBANKS MORSE INC
FAIRBANKS MORSE INTERNATL INC 
FA IR CHILD CAMERA C INSTRUMENT 
FA IR CHILD GRAPHIC EQUIPMENT CO 
FA IR CHILD HILL ER  CORP 
FAIRMONT RAILWAY MOTORS, IN C . 
FALK CORPORATION
FARREL CO .
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FA TE -R OOT- HEATH -C OMPANY  
FAUS TE L IN C  
FEMSA INC 
FfcNCHURCH COR P.
FERGUSON IN D U S TR IE S  IN C ■ 
FER R EX-J A H N, IN C .
F IB E R  CONTROLS CORP 
FIB E R  CON TRO LS IN TE RNAL L T O . 
F IE L D  EM IS S IO N  CO RP OR ATION  
F IF E  CORP
F IR  H IS C  NAT L BK OF MIL WAUKEE 
F IR S T  NAT ’ L BK. OF MIL WA UKEE  
F IR S T  NA TION AL BANK OF M IA M I 
F IR S T  NAT IO NAL C IT Y  BANK 
F IR S T  NAT L BANK OF FORT WORTH 
F IR S T  NAT L BK OF CH ICAG O 
F IR S T  WESTERN BANK £ TRUST CO . 
F IR S T  W IS CONSIN  NATIONAL BANK 
FIS HER S C IE N T IF IC  COMPANY 
FL EX WEIGH T CORP
FL ORDIA  E O U IP . O IS T .  OF DADE 
FMC CO RP. JOHN 8EA N D IV IS IO N  
FMC CORPOR ATION  INC
FMC CO RP OR ATION  MA CH INER Y PROD 
FMC IN TERNATIO NAL  
FMC PEERLESS PUMP HYDRODYNAMIC  
FOOD DEVELOPMENT IN TERNATIO NAL  
FOOD PROCESSG CO NSULTANTS CO 
FORAM CO RP .
FORD METER BOX CO. IN C .
FORD MOTOR COMPANY
FORD MOTOR CO MP AN Y-OV ERSEAS  D I
FORD MOTOR CREDIT  CORP
FOREL EQ UIPM EN T CO RP OR AT ION
FOREMOST FOODS COMPANY
FORENTA CO RP OR AT ION
FORT WORTH PETER B IL T IN C
FOSTE R WHEELER CO RP OR AT ION
FOUNDRY A LLIE D  IN TE RNATIO NAL
FOWLER PRODUCTS CO IN C
FOWLER PRODUCTS CO RP OR AT ION
FR O IL  WESTN HEMIS  TRADG CORP
FRANK W EGAN £ COMPANY
fked e couper inc
fred s carver inc
fredro corporation
FRENCH O IL  MACH CO
FRENCH O IL  WESTERN HEM ISPH ER E
FRIC K CO



699

FR IC K  COMPANY
FRID EN AM ERICA NA  INC
FR ID FN  D IV IS IO N  SING ER  COMPANY
FR IS C H  CO RP OR AT ION
FRUEHAU F CO RP OR AT ION
FRYE MA NU FACTUR ING COMPANY
FU LL ER  COMPANY
FULTON  IRON  WORKS CO
FWD IN TE RNATIO NAL INC
FWD WAGNER INC
G & W H CORSON IN C
G A BRAUN INC
G R S TR ADIN G CO RP OR ATION
G T SC HJEL DA HL COMPANY
GALION AM ER ICAS  CO RP OR ATION
GALION IRON  WORKS £ MFG CO
GA RD NE R-DENV ER  COMPANY
GARY SAFE COMPANY
GASTON COUNTY DYEIN G MACH CO
GATES  LE AR JE T CO RP OR AT ION
GATES  RADIO  CO
GATX BULK CAR RIE R NUMBER THR EE  
GAUMARD S C IE N T IF IC  MODELS IN C  
GFN  BAKERS SU PPLY COMPANY  
GEN TE L £ ELE CTRON EXPORT CORP 
GEN TELEPHON E £ EL EC TR ONIC S 
GENDER MA CH INE WORKS IN C  
GENERAL ELEC TR IC  COMPANY  
GEN ERAL GLASS EQ UIPM EN T CO 
GENERAL GLASS IN TERNATIO NAL IN  
GENERAL LE ARNIN G CO RP OR AT ION 
GEN ERA L MOTORS ACCEPTA NCE  CORP 
GEN ERAL MOTORS CO RP OR ATION  
GFN ERAL MOTORS IN TE RAMERIC A CO 
GENERAL MOTORS OVERSEAS D IS T .  
GEN ERA L RADIO  COMPANY IN C  
GENERAL RA ILWAY  SIG NAL COMPANY  
GENERAL TE LE PH ON E £ EL EC TR ONIC  
GEN ERAL T IR E  IN TERNATIO NAL CO 
GEO H MCFADDEN £ BRO INC 
GEO J MEYER MA NU FA CT UR ING CO 
GEO SPACE CO RP OR AT ION 
GFORGE E F A IL IN G  COMPANY  
GFORGE EN GINE COMPANY INC 
GEORGE HANTSCHO CO INC 
GEORGE W THOMAS £ COMPANY  
GE OR GIA P A C IF IC  CO RP OR AT ION 
GET Z BROS £ CO INC
G ID D IN G S £ LE W IS  IN C
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G IL L E S P IE  £ CO.O F NEW YORK INC 
G IL L F S P IE  £ COMPANY 
GLADE £ GROVE SU PP LY  CO INC 
GL AU BING EK  MA CH INER Y COMPANY  
GLEASON WORKS
GLOBE TOOL £ EN G IN EERIN G  CO 
GLOBE-U NIO N INC  
GLOUCESTER ENGIN EERIN G CO INC 
GORDON JOHNSON IN TERNATIO NAL  
GORMAN-RUPP CO.
GnRTON MA CH INE CORP 
GOSS COMPANY  
GO UIDS  PU MP S, IN C .
GOULDS PUMPS IN TE RNATL  INC 
GRACO AM ER ICAS —INC  
GRAHAM MA CHINE  TOOL CORP 
GRANGER AS SO CIATE S 
GRANT IN D U S T R IE S  IN C  
GR AP HIC EXPORT CO RP OR AT ION 
GREAT DANE M IA M I IN C  
GREAT DANE TR A IL ER S INC 
GROCERS EQ UIPM EN T CO 
GROVE MA NU FA CT UR ING COMPANY 
GRUENDLER CRUSHER £ PULV ERIZER  
GRUMAN AIRCR AFT  ENGIN EERIN G CO 
GUADALUPE IN TERNATIO NAL IN C . 
GUNDERLIN , L T D .
H G WEBER 
H H ARNOLD CO IN C  
H KEMPER COTT ON COMPANY 
H KEMPNER COTTON  COMPANY  
H 0 RONDEAU IN C  
H . D . SHELDO N £ C O .,  IN C . 
HALTER MAR INE S E R V IC E S , IN C . 
HA MILTO N TOOL COMPANY 
HA MM ER MILLS IN C  
HANDALSONS CO RPORATION  
HANNA ENTE RPRIS ES  
HA RB ISON -W AL KE R RE FR AC TO RI ES  
HAR DW IC KE-E TT ER COMPANY 
HA RN ISCH FE GE R CORP 
H A R R IS -I N T E R T Y P E  CO RP OR AT ION 
HARRIS -S EYBOLD  COMPANY 
HAR TFORD NATIONAL BANK £ TRUST 
HAR TFORD SPEC IA L MA CH INER Y CO 
HASKON IN C
HAWTHORNE COMM ERCIAL CORPORATI 
HAWTHORNE MAC HINE RY  COMPANY 
HAYES ALB IO N CORP.
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HAYSSEN EXPORT COMPANY 
HAYSSEN MAN UF AC TU RING  COMPANY 
HEALD  MAC HINE  COMPANY 
HEATH COMPANY
HE IL  COMPANY
HEIS DORF £ NELSON  FARMS INC 
HELI COPTER SALES IN C  
H E LIO  AIR CR AFT  CO RP.
HENRY R . JAH N AND SON IN C . 
HENRY VOCT MA CH INE CO 
H E W IT T-R O B IN S  IN C  
HEWLETT PACKARD COMPANY 
HE WLE TT -PAC KA RD  IN TE RAMERIC AS  
HICK OK  ELE CTR IC AL INST RU MEN TS  
H I L L-W HIS NANT MA CH INER V INC 
H IR E PURCHASE 
HOBART BROTHERS COMPANY 
HOBART MA NU FA CT UR ING COMPANY  
HOHENBERG BROS CO.
HONEYWELL INC  
H O P K IN S /S M IT H  IN C  
HOR VATH TR ADIN G COMPANY 
HOUDAIL LE  IN D U S T R IE S  INC 
HOUDAILLE  IN TE RNATIO NAL  
HO WE-RICH AR DS ON  SCA LE CO 
HOWELL EN G.  CO RP.
HUBER CO RP OR AT ION
HUBER -A MER IC AN IN C
HUGHES TOOL COMPANY
HUMM IN TERNATIO NAL IN C
HUNT FOODS AND IN D U S T R IE S  INC
HU NT -W ESSO N FOODS EXPORT CORP
HUN TER ENG IN EERIN G
HUSSMAN RE FR IGER ATO R COMPANY
HUSSMANN R EFRIG ERATIO N IN C
HYD RAUL IC  RESEARCH £ MANUFACTU
HYSTER COMPANY
I . R .  WESTERN HEM ISPH ER E CORPOR 
IMPROV ED MA CH INER Y IN C . 
IND OCTOTHERM WESTERN LTD 
IN D U STR IA  AM ERICA NA  £ CO . 
IN D USTRIA L PROCESS ENGIN EE RS 
IN D U S TR IA L PRODUCTS OF AM ERICA 
IN D USTRIA NA AM ERICAN A £ CO INC 
IN GER SO L- RA ND WESTERN HEM ISPH E 
IN GERSOLL -R AND COMPANY 
IN GERSOLL- RAND W .H .T R AD E CORP. 
IN SLEY MAN UF AC TU RING  CO RP OR AT I 
INST RO N CO RP OR AT ION



I N S T R U C T C M A TI C-I N C O R P O R A T E D  
I N T ’ L T E L E P H O N E  £ T E L E G R A P H 
I N T ' L  WI L C O X  E L E C T R I C  I N C 
I N T A - R O T O ,I N C .
I N T E R  A M E RI C A N  T R A N S P O R T E Q U I P 
I N T E R .  C O M M O D I TI E S E X P O R T C O R P 
I N T E R .  H A R V E S T E R E X P O R T C O. 
I N T E R .  P H O T O N C O R P .
I N T E R - A M E R  T R A N S P O R T E Q UI P C O 
I N T E R - A M E R I C A N  A S S O C I N C 
I N T E R - A M E RI C A N  B U S C O  I N C 
I N T E R - A M E R I C A N  B U SI N E S S  C O  I N C 
I N T E R - A M E R I C A N  T R A N S E Q UI P  C O 
I N T E R - A M E RI C A N  T R A N S P O R T 
I N T E R C O N TI N E N T A L C R E D I T C O R P 
I N T E R N A TI O N A L  B A SI C  E C O N O M Y C O 
I N T E R N A TI O N A L  C A PI T A L C O R P 
I N T E R N A TI O N A L  C O O P E R A TI V E  P E T R 
I N T E R N A TI O N A L  D A I R Y  E N GI N E E R I N  
I N T E R N A TI O N A L  H A R V E S T E R C O . 
I N T E R N A TI O N A L  M A R K E T S  I N C  
I N T E R N A TI O N A L  MI C R O E L E C T R O NI C S 
I N T E R N A TI O N A L  P H O T O S C O R P 
I N T E R N A TI O N A L  T R A D E F A C T O R S 
I N T E R N A TI O N A L  WI L C O X  E L E C T R I C 
I N T E R N A T L  E L E C M F G C O N S U L T A N T S 
I N T E R N A T L  E Q UI P M E N T C O M P A N Y 
I N T E R N A T L  H A R V E S T E R  E X P O R T C O 
I N T E R P A C K  I N C
I N T E R P A C K  I N C O R P O R A T E D 
I N T E R S T A T E  M A C HI N E R Y C O 
I N T E R T E X  I N T E R N A T I O N A L   I N C  
I N T E R T Y P E  C O M P A N Y 
I N T R A D E  L T D
I N T R A FI N A C O R P
I O W A M A N U F A C T U RI N G C O M P A N Y
I P T  C O  I N C
I R R I G  £  I N D U S T  D E V E L O P C O R P 
I T T  C A RI B B E A N  M F G I N C  
I T T   E X P O R T C O R P O R A T I O N 
I T T  T E L E C O M M U N I C A T I O N S  
J £ L E N GI N E E RI N G C O  I N C  
J E M  M A C HI N E R Y C O  I N C  
J 0 M A R S H A L L  I N T E R N A T I O N A L   I N C  
J F P RI T C H A R D  £ C O M P A N Y  
J .  D.  M A R S H A L L  I N T E R N A TI O N A L  
J .  I .   C A S E C O.
J C L  E N GI N E E RI N G C O M P A N Y  I N C  
J - T  E Q UI P M E N T  C O I N C
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JAC U ZZI EXPORT SALES COR P.  
JAFFR EY-G A LIO N  AM ER ICAS  CORP 
JAMES B JENS EN  E COMPANY 
JAMES DOLE ENG IN EERIN G  COMPANY 
JAMES LAWRENCE AND COMPANY 
JAMPRO ANTENNA CO INC  
JAMPRO SALE S, IN C .
JA RRELL-A SH COMPANY 
JE EP  IN TE RNATIO NAL CO RP OR AT ION 
JE FF REY MAN UF AC TU RING  COMPANY  
JERROLD EL EC TR ONIC S INC 
JC TTY -F AGG INC
JEWETT RFF RIGER AT OR C U. IN C .
JL  ENG IN EERIN G  CO INC 
JOBBER S EQUIPMEN T WAREHOUSE 
JOHN BEAN EASTE RN D IV .
JOHN D HO LL INGS WO RT H ON WHEELS 
JOHN DEERE INTE RC ON TN EN TA L LT D 
JOHN DEERE SA
JOHN W STANG IN TE RNATL INC 
JOHN WOOD IN TERNATIO NAL CORP 
JOHNSON PUMP CO.
JOHNSTON BROTHERS IN C  
JOHNS TON PUMP CO.
JONAS AIR CR AFT  E ARMS CO IN C  
JONAS IN TE RNATIO NAL  
JONESELA MSON  
JOY MA NU FA CT UR ING CO 
JOZO VIC H MFG CO IN C  
K CHE LLA RAM £ SONS INC N Y 
KAIS ER ALUM IN TERNATL IN C  
KAIS ER ALUM INU M € CH EM ICAL  COR 
K AIS FR  JE EP  IN T L  CORP 
KANE CAR IB BEA N INC 
KARTR1DG PAK CO 
KATO EN G IN EER IN G  COMPANY INC 
KEARN EY £ TRECKER CO RP OR AT ION 
KELV IN ATO R IN TERNATIO NAL CORP 
KEN A IR , IN C .
KEN BAKER E ASSOCIA TE S  
KENNE DY VAN SAUN CO RP OR AT ION 
KENWORTH MOTOP TRUCK CO.
KEYES F IB R E  CO 
KID DER PRFSS  COMPANY INC 
KIMBEP. FARMS IN C  
KIM BERLY-C LARK CO RP OR AT ION 
KIMWO OD CORP.
KIN GSLE Y DRYER CO RP OR AT ION 
K LIE G L BROS U N IV  ELEC STAGE L I

60 -2 0 8  O - 71 -  p t.  1 - - - 4 5
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KNIGHT MFG £ SUPPLY CO 
KOEHRING CO.
KOEHRING OVERSEAS CORP S .A . 
KOHLER CO
KOHLER OF CANADA LTD 
KOPPERS C O ., IN C .
KUHL INTERCONTINE NTAL INC 
KUHL INTERNATIO NAL INC 
KUR2 AND ROUT CO, IN C .
L £ B WELDING EQUIPMENT INC  
L £ M LEASING  COMPANY 
L A MOSS INC  
L . S. STARRETT CU.
LA SALLE MACHINE TOOL INC  
LAND IS MACHINE COMPANY 
LANGSTON COMPANY 
LASER ALIGNMENT INC 
LA TIN  AMERICA DISTRIBU TORS  
LA T IN I MACHINE CO IN C .
LAWSON ENTERPRISES INC  
LAYNE £ BOWLER PUMP CO 
LE MARE INT ERNA TIO NA L IN C .
LEA INDU ST RIES  INC
LEAR JET CORPORATION
LEAR JET INDU ST RIES  INC
LFCTROMELT CORPORATION
LEE WILSON ENGIN EERIN G CO INC
L6ESONA CORP.
LE FIE LL COMPANY 
LEHARA CORPORATION 
LEMBO CORPORATION  
LEMBO MACHINE WORKS INC  
LEONARD CONSTRUCTION CO 
LFTOURNEAU-WESTINGHOUSE CO 
LFVEDAG £ COMPANY INC 
LEW IS CARD £ CO INC 
LEW IS REFRIGE RA TIO N CO 
LFWIS REFRIGE RATIO N CO-C ALI F 
LIB ER TY  MACHINE CO INC  
LIB YA N O IL F IE LD  SER VICES  
LI NK-B ELT CO 
LITTLE FO RD  BROTHERS INC  
LITT ON  INDU ST RIES  IN C .
LITT ON  MEDICAL PRODUCTS INC 
LLOYD SIMMONS INC  
LOCKHEED WESTERN EXPORT CO 
LOHMANN INTERN ATIONA L LTD 
LOMBARD INDU ST RIES  INC  
LONGWOOD MACHINE WORKS INC
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LCOPCO IN D U STR IE S IN C  
LOSADA TRUCK £ EQ UIPM EN T CO 
LO UIS  DEMARKUS CORP 
LUBBOCK MEG CO
LU FK IN  IN D U S T R IE S  IN C  
LUMMUS COTTON G IN  CO 
LYNCH CO RPOR ATION  
M £ M WORLD MARKETI NG, IN C .
M NEUMUNZ £ SONS IN C  
M T S  SYSTE MS CORP 
M -G -O  GR AP HIC SYSTE MS  
MAC HINE  A F F IL IA T E S  INC 
MA CH INER Y £ EQ UIPMEN T CO IN C  
MACK F IN A N C IA L  CO RP OR AT ION 
MACK TRUCKS IN C
MACK TRUCKS WESTERN HE MISPH ER E 
MADAGASCAR AGENCIE S INC  
MA GN A-TE CH  ELE CTR ONIC  CO IN C  
MAHAFFY £ HARDER ENG IN EERIN G  
MANDREL IN D U S T R IE S  IN C .
MANUEL J DO PICO  
MANUFACTURERS NATL BK D ETRO IT  
MARBELITE  COMPANY IN C  
MAREMONT CORP
MA RINE  CO NS TR UC TION  £ DESIG N  
MARIO N POWER SHOVEL CO INC 
MA RISO N COMPANY
MARK PRODUCTS IN C ..
MARLEY CO
MARSHALL £ 1L SLE Y BANK 
MART IN  A V IA T IO N  IN C  
MA SS EY -FE RG US ON  IN C  
MATHEWS CO
MAUL BROTHERS INCO RPOR ATED  
MAYER R E FR IG ER A TIN G  ENG. IN C . 
MAYFLOWER CO.
MCCABE-POWER S BODY CO.
MCGRAW EDIS ON CO
MCINT OC H £ CO
MCKAY COMPANY
MCKAY MAC HINE  COMPANY
MEC HA NICA L EQ UIPM EN T CO INC
M EDALIS T IN D U S TR IE S
MELPAR INC
MF. MORE X CORP
MERCATOR CORP
MESTRE EQ UIPM EN T CO
M IA M I A V IA T IO N  CO RP OR AT ION
M IA M I A V IA T IO N  SERVIC E INC
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MIC HIG AN TOOL COMPANY  
MID WEST EXPORTERS 
M IE HLE-G O SS-D EXTER AM ER ICAS  CO 
MILLE R ELECTRIC  MFG . CO. 
MILTE NB ER G C SAMTON IN C .
MINE C SMELTER SU PP LY  CO. 
MIN STE R MAC HINE  CO 
M IR A-P AK IN C
M IT S U B IS H I IN TERNATIO NAL CORP
M IT S U I BANK
M IX -M IL L  IN C
MOORE DRY K IL N  COMPANY
MOREHOUSE IN TE RNATL
MURGAN CONST . CO.
MORGAN EQ UIPM EN T COMPANY 
MURGAN GUARANTY TR US T COMPANY 
MORGAN'S INC  
MORRISON MA CH INE CO INC  
MO SS-CO E IN TE RNATIO NAL CORP 
MOTOROLA CO MMUN ICAT IONS  IN TL  
MULCO PRODUCTS IN C  
M U LTI- N A TIO N A L CO RP OR AT ION 
MULTL ELECTRIC  MFG INC 
MURRAY CARVER D IV .
MURRAY COMPANY OF TEXA S INC 
MYERS IN D U STR IE S IN C .
MYERSON TOOTH CO RP OR AT ION 
N AMER U T IL IT Y  CONSTRUCTN CORP 
NAPCO IN D USTRIE S INC  
NA TION AL ACME CO 
NA TION AL BANK OF DETRO IT  
NATIONAL CASH REGIS TE R  
NAT IO NAL DRY IN G MA CH INER Y CO 
NAT IO NAL EN G IN EER IN G  CO 
NATIONAL F IL T E R  CO RP OR ATION  
NA TION AL FROST PROTE CTION  
NAT IO NAL MAC HINE RY  EXCHANGE 
NA TIONAL PR ODUC TIVE  MA CH INES  
NAUTEC CORP BERTRAM YACHT D IV  
NA VI ON  AIR CR AFT  CORP 
NEVTE C CO RP OR ATION  
NEW ERA MAN UF AC TU RING  CO 
NFC IN D USTRIE S  
N O LIN  MAN UF AC TU RING  COMPANY 
NOMURA AM ERICA CO RP OR AT ION 
NORDBERG MAN UF AC TU RING  CO 
NORDBERG MAN UF AC TU RING  COMPANY
NORTH AM ERICA N AFR IC AN CORP 
NORTH AM ERICAN  MA CH INER Y CORP
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NORTH AM ERICAN  ROCKWELL CORP 
NORTHERN TRUST COMPANY 
NORTHWEST ENG IN EERIN G  COMPANY 
NORTHWEST ORIE NT A IR L IN E S  IN C  
NORTON IN TERNATIO NAL INC 
N**M CO RPOR ATION  
N UIR  IN TE RNATL  IN C  
NUIR  OF THE AM ERIC AS, IN C .
0 P H IL IP P  £ COMPANY INC 
O 'B R IE N  MAC HINE RY  COMPANY 
O 'B R IE N  MEG. CO.
OHIO  MED ICAL  PRODUC TS 
OLIV ER CO RP OR AT ION 
OLIV ER MA CH INER Y CO.
O PH IL  IN TERNATIO NAL CORP 
OP PE NH EIMER  IN TE R C O N T'L  CORP 
ORCHARD CORP OF AM ER ICA 
ORE £ CH EM ICAL  CO RP.
OREGON TE CHNIC AL PRODUCTS 
ORIE NTA L EXPORTERS INC 
ORTON CRANE COMPANY  
OSCAR KRENZ IN C  
OSHKOSH F IL T E R  E SOFTNER CO 
OSHKOSH MOTOR TRUCK INC 
OSMOSE WOOD PR ESERVIN G COMPANY 
OVERSEAS CREDIT  CO RP OR AT ION 
OVERSEAS INVE ST ORS  
OVERTON MA CH INE CO. 
O W E N S -I L L IN O IS  IN C  
OXBERRY CO RP OR AT ION 
P P G  IN D U S T R IE S  INC 
P A C IF IC  CAR £ FOUNDRY CO 
P A C IF IC  PRESS £ SHEAR CORP 
P A C IF IC  ROLLER D IC  COMPANY 
P A C IF IC  VA LL EY  FARMS INC 
PACKAGE MAC HINE RY  CO.
PA CK AG ING IN D U S T R IE S  IN C  
PAGE £ PAGE
PAGE AIRW AYS INC  
PAGE COMMUN ICAT IONS  ENGIN EE RS 
PAGE LEASIN G CO RP OR AT ION 
PAKO CO RP OR ATION
PALA MESA EQ UIPM EN T CO 
PAMCO INC
PAN AM D IS TR IB U TO R S  
PAN AM D IS TR IB U TO R S IN C  
PAN AMER TRADE DEVELOP CORP 
PA N-AM  D IS TR IB U TO R S INC  
PA NAME RIC AN CONSTR UC TION-E NG R
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pancoast international corp 
PANELFAB KIVAD AV IA DE INDU STRI 
PAPER CONVERTING MACHINE CO 
PARK OHIO INDU ST RIES
PARKER HANNIF IN  CORP 
PARKS-CRAMER CO
PARSONS £ WHITTEMORE INTERAMER 
PASCAL KNITWEAR CO INC 
PATERSON MACHINE CO INC 
PATTERSON-KELLV CO INC 
PAUL E MOSS £ CO INC  
PFARCE £ COMPANY 
PEARL EQUIPMENT COMPANY INC 
PEARLSON ENGIN EERIN G COMPANY 
PFERLESS PUMP
PELLER IN MILNOR CORP.
PCMAR INT ERNA TIO NA L IN C .
PfcMAR INT ERNATIONAL W H INC 
PENGO HYDRA PULL CORP.
PENNSALT CHEMICALS CORPORATION 
PENNSYLVANIA EN GIN EERIN G CORPO 
PENNWALT CORPORATION 
PERRY INDU ST RIES  INC 
PFRSAM CORP
PFSO CORPORATION 
PET INCORPORATED 
PETERBILT  MOTORS COMPANY 
PETERS MACHINERY CO 
PETERSON MACH TOOL CO 
PETTIB ONE CORP 
PETTIBONE CORP IN TER . D IV . 
PETTIBO NE MERCURY CORP. 
PETTIB ONE MULLIKE N CORP 
PFAUDLER INTER-AM ER ICAN  CORP 
PHILCO  CORPORATION 
PICKER INTERNATION AL CORP 
PILLSBURY COMPANY 
PINF  PLY INC
PIN ES ENGIN EERIN G COMPANY INC 
PIPER AIRCRAFT CORP 
PIPER CONVERTING MACHINE CORPO 
PLA INS COTTON COOP ASSOCIA TIO N 
PLICO FLEX INC 
PM INTERNATIONAL 
POLARMATIC CORP 
POLAROID CORP
PCLYMER INTERNATIONAL CORP 
PUOR £ COMPANY INC 
POPPER £ SUNS
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portec inc
PCSSIS MACHINE CORPORATION 
POTT INDU ST RIES  INC  
POULTRY HEALTH SERV WEST HEMIS 
POULTRY HEALTH SERVICE 
POWER CURVE CONVEYOR COMPANY 
POWERS CHEMCO INC  
PPG INDU ST RIES  INC 
PRESSED STEEL TANK CO INC 
PRICE  Y CIA
PROCESS MACHINERY ASSOCIATES 
PROCESSING MACHINERY C SUPPLY 
PROCTOR £ SCHWARTZ INC 
PROTEC INCORPORATED
PRUDENTIAL INTERNATIONAL CORP 
PULLMAN IN C .
PUMPS INTERNATION AL INC 
QONAAR CORP.
R A HANSON COMPANY INC 
R C A  CORPORATION 
R F COMMUNICATIONS INC 
R HOE £ CO INC 
R K LEBLOND MACHINE TOOL CO 
R .P . PERRIN FOR ROBERTS CO.  
RADIO CORPORATION OF AMERICA 
RAILWAY T IE  CORP OF AMERICA 
RALPH D MOYER £ ASSOCIATES SA 
RAY OIL  BURNER COMPANY 
RAYCO INC  
RAYTHEON CO.
RAYTHEON DATA SYSTEMS COMPANY 
RAYTHEON SERVICE  COMPANY 
READ STEEL PRODUCTS 
REED-JOSEPH COMPANY INC 
RE FRIGE RA TIO N ENGIN EERIN G CO 
RU NH UL D A AUERBACH 
RELIA BLE MACHINE WORKS INC 
RE LIA BLE RU BB ER-PL ASTIC  MACH 
REPUBLIC CONST AND EQUIP  CO 
REPUBLIC TE XTILE  EQUIPMENT CO 
RESEARCH-COTTRELL INC 
RESISTANCE WELDER CORP 
REX CHAINBEL T IN C .
REX CHEMICAL
RFXARC INC
REYNOLOS CONSTRUCTION COMPANY 
REYNOLDS INT ERNATIONAL INC 
REYNOLDS METALS COMPANY 
RICHARDS INT ERNATIONAL LTD
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R IL E Y  STOKER CO RP .
R IT TER  C O .t O IV .O F  SYBRON CORP 
R IT TER-P FAU D LER  CORP
RO BB INS INCUBATOR CO 
ROBERTS £ PORTER IN C  
ROBERTS AM ERICA S INC  
ROCKE IN TERNATIO NAL CORP 
ROCKWELL MFG CO 
RU CK WE LL-STANUARD CO RPOR ATION  
RODGERS HYDR AU LIC INC 
RODNEY HUNT MA CH INE COMPANY 
ROGERS EX PL ORA TION S INC 
ROME AM ER ICAS  PLOW COMPANY 
ROME IN D USTRIE S  
ROME OVERSEAS PLOW COMPANY 
ROME PLOW CO.
ROSS PORTA PLAN IN C DBA ROSS C
ROUND RAIN  INC
ROWE IN TERNATIO NAL INC
ROWE MA CH INER Y £ MA NU FACTURING
ROY M M O FFIT T COMPANY
ROYAL IN DUSTRIE S
ROZEL PA CK ING CO RPOR ATION
RUS SE LL -B UR DSA LL  £ WARD BOLT
S£S CORRUGATED PAP ER MACH CO
SACO -LO WE LL IN TER-A M ERIC AS
SAMIN CORP EXPORT CO INC
SANDERS COMPANY IN C
SANDERSON CYCLONE D R IL L  COMPAN
SANDY H IL L  CO RP.
SCHAFER IN TE RNATIO NAL  
SCHLESEX CORP 
SC HR IBER  COMPANY 
SC HW AB AC H-KE MP NE R-PE RU TZ  INC  
SCOTT £ W IL LIA M S IN C  
SEAMAN CO RP OR ATION  
SECURIT Y P A C IF IC  NATL BANK 
SEEBURG CORP
SELEC T FA BRIC S CO RP OR AT ION
SERVIS  EQ UIPM EN T CO
SH ER IDAN COMPANY
SHERMAN CAR WASH EQ UIPM EN T CO
SIL LCO X ASSOCIA TE S INC
SIL LC O X R EFRIG ERATIO N CORP
SIM LU COMPANY
SIMPS ON TIMBE R CO
S IN  TUNG h IN G  CO RP OR ATION
SIN GER  CO.
SINGER  PRODUCTS COMPANY INC
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SINGER SUPREME CO 
SINGER-GENE RAL P R EC IS IO N -INC  
SKAG IT CORPORATION
SKOKIE INTERNATIO NAL IN C .
SKYTOP RIG  COMPANY 
SM ITH  BELL E CO INC  
SM ITH  KIRK PA TR ICK E COMPANY 
SMITH-MEEKER ENGIN EERIN G CO 
SOCIE TY NATL BANK OF CLEVELAND 
SO ILT ES T INC 
SOULE STEEL COMPANY 
SOUTH AMERICA MINERALS E MERC 
SOUTH BEND LATHE INC 
SOUTHWORTH MACHINE COMPANY 
SPARTA ELECTRONIC CORP 
SPEC IAL MACHINE € ENGIN EERIN G 
SPECO INC
SPERRY RAND CORP NEW HOL D IV  
SPERRY RAND CORP UNIVAC  DIV  
SPERRY RAND CORPORATION 
SPROUT WALDRON E CO INC  
SQU IRT COMPANY
ST MARY IRON WORKS INC 
ST REGIS  PULP E PAPER CORP 
STA -H I AMERICAS INC 
STA -H I CORPORATION 
STANDARD CAP E SEAL EXPORT COR 
STANDARD ELEC TRIC TIM E CORP. 
STANDARD STEEL CORP 
STANSTEEL CORP.
STAP LIN G MACHINES CO 
STAR PARTS COMPANY 
STEPHENS-ADAMSON D IV .
STERLIN G EXTRUDER CORP 
ST ER LIN G INTERNATION AL  
STEVENS CORPORATION  
STEWART E STEVENSON SERVICE S 
STEWART BOLLING E COMPANY 
STI EFE L BROTHERS INTERN ATL INC 
STOKES E Q U IP .D IV . PENNWALT CORP 
STOLLE CORP.
STRAN-S TEEL CORPORATION 
STRAUB MANUFACTURING CO.
STRIC K CORPORATION 
STRYCO MANUFACTURING CO 
STUDEBAKER CORP INTERN ATL D IV  
SUCESORES DE ABARCA INC 
SUMITOMO SH OJ I AMERICA INC 
SUMITOMO SHOJI NEN YORK INC
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SUMMIT IN D USTRIA L CORP
SUMMIT RA DIO  CO RP OR AT ION
SUN CH EM ICAL  IN TE R -A M FR IC A  INC
SUNBEAM E O U IP . CO RP.
SUN DSTRANL CORPOR ATION  
SUNSET EO UIPM EN T COMPANY 
SU PE RIOR  COACH CO RP OR ATION  
SU PE RIOR  FA BRICA TO RS  IN C  
SURtX  TR AD ING COMPANY  
SUTTE R PRODUCTS COMPANY  
SUTTO N ENG IN EERIN G  COMPANY 
SWEARIN GEN AIR CRAFT  
SW ISH ER  £ SONS MA CH INER Y 
SYBRON CO RPOR ATION  
SYNCRO MA CH INE COMPANY 
T D W IL LI AMSON
T L SM IT H COMPANY
TA LL ER  AND COOPER IN C
TA MPE R,  IN C .
TAMPO ME G. CO. IN C .
TA YLO R-W ILSON MEG CO
TECHIN T IN C
Tl -C HNAT IO N IN TE RNAT  IO N A L -I N C  
TECHNIC AL MAT ER IAL CORP 
TtC H NIC O N  CO RP OR ATION  
TE KTR ONIX  INC
TELE DY NE  IN C
TE N -T E X  COMPANY
TEN -T EX CO RP OR AT ION
TEXAS INST RUMEN TS  INC
TEXAS kenworth company 
TEXAS R IC E COMPANY 
TEXEMS INC
T E X T IL E  MAC HINE  WORKS
T E X T IL E  MA RKING  MA CH INE CU INC 
TEX TRON IN C
TEX TRON SPRAGUE LPG D IV IS IO N  
THEW SHOVEL COMPANY  
TH IO KOL CHE MICAL  CORP 
THOMAS CONVEYOR COMPANY 
THOMAS L GREEN £ COMPANY INC 
TIE G EL MAN UF AC TU RING  CO INC 
TIN U S OLSEN TE S T IN G  MAC HINE  CO 
T IP P IN S  MA CH INER Y COMPANY INC 
TMW D IV IS IO N  OF N AM ERICA N 
TO KH EIM CO RP OR AT ION 
TU R IN  CO RP .
TORO MA NU FA CT UR ING CO RPOR ATION  
TO RR INGT ON  CO.
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TUWER MANUFACTURING CO
TOWMOTOR CORPORATION
TCWNSEND ENGIN EERIN G COMPANY 
TOWNSEND ENGIN EERIN G SALES INC 
TOYO COTTON COMPANY
TRANE CORPORATION
TRANE WESTERN HEMISPHERE INC
TRANSMUNDO COMPANY INC
TR AN SP AC IFIC EQUIPMENT CORP
TRIAN GLE PACKAGE MACHINERY CO
T R IN IT Y  INDU ST RIES  INC
TROPEX GRAPHIC INC
TRUCK EQUIPMENT CO OF GEORGIA
TROE SALES CO INC
TROE WESTERN INCORPORATED
TOFTO CORPORATION
TULLY INTE RN AT IONA L,  IN C .
TURBO MACHINE CO
TYLER CORPORATE INDU ST RIES
U S BURKE MACHINE TOOL COMPANY
U S ELECTRICA L MOTORS
U S INDUST INC SERVICE  DEPT
U S INDU ST RIES  INC
U S INDU ST RIES  WORLDWIDE CORPO
U S M CORPORATION
U S MACHINERY COMPANY INC
U S STEEL IN TE RNATI ONAL-N Y,IN C
U S TE XTILE MACH COMPANY
U. S . I .  CA PITA L £ LEA SING COR
UNION CARBIDE CORPORATION
UNION  CARBIDE INTE R-AM ER ICA
UNION SPEC IAL MACHINE CO
UNION  TANK CAR COMPANY
UNIT  RIG £ EQUIPMENT CO
UN ITE D AIRCRA FT INT ERNATIONAL
UN ITE D CA LIFO RN IA BANK
UN ITE D CALIFO RN IA BK INTERNA TL
UN ITE D CAN COMPANY
UN ITE D ENGNEERING £ FOUNDRY CO
UN ITE D SHOE MACH CO DE PAN-AME 
UN ITE D STATES WALLBOARD MACHIN 
UNITR A INC
UNIVERSAL AMERICAN CORPORATION 
UNIVERSAL ENGIN EERIN G CORP 
UNIVERSAL PACKG MACH SALES COR 
UNIVERSAL PRIN TING EQUIPMENT 
U TIL  INTERNATIO NAL INC 
U T IL IT Y  EQ UIP CO . IN TER.
V£O PRESS , IN C .
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VA LLEY  NAT’ L . BK.
VA LLEY NAT L BANK oF AR IZON A
VAN DfR N COMPANY
VAN NORMAN MA CH INE CO .
VANCE OVE RSEAS CO RP OR ATION  
VANDERBURGH £ COMPANY INC 
VAPOR CORP 
VAPOR IN T IR N A T IO N A L  
VARIA N AS SO CIATE S 
VARIA N IN TER -A M ERIC A  CORP 
VFNDO COMPANY 
VERMONT MARBLE CO.
VER TI CAST INC 
VIB R O -P LU S PRuDUCTS INC  
V IC  MA NUFACTURING  CO 
V IL L A  SALCS INC  
V IL T F R  IN TE RNATIO NAL INC  
VIL TE P. MFC . CO RP .
V IR G IN IA  NA TIONAL BANK 
VULCAN IRON  WORKS INC 
W F H SCHULTZ INC 
W R AMES CO
W. A . WH ITNE Y IN TERNATIO NAL  
WABASH POWER EQ UIPM EN T COMPANY 
WAGNER ELECTRIC  CO RP OR AT ION 
WAH CHANG IN TE RNATIO NAL CORP 
WALSEN CO NSO LIDA TE D MER CA NT ILE 
WALTER KIDO EC CO  INC
WANSKUCK COMPANY
HARD LA FRANCE IN TE RNATL  INC 
WARNER £ SWASEY COMPANY 
WARSAW LUMBER £ TR ADIN G CO 
WAUKESHA MOTOR CO 
WAUKESHA MOTOR WESTERN L IM IT E D  
WAYNE CORP
WAYNF IN T IR -A M E R IC A N  CORP 
WAYNE IN TERNATIO NAL D IV .
WAYNE MAN UF AC TU RING  COMPANY 
WEAN ENGIN EERIN G COMPANY  
WCAN IN D U S T R IE S  IN C  
WEBtR SHOWCASE £ FIX TU R E  
WE HR ING-GO SS  E Q U IP .
Wr IL  BROTHERS COTTON  INC 
WE LLINGT ON  OVE RSEAS CO RP .
WELLS FARGO BANK N A 
WELTY-W AY PRODUCTS INC 
WERNER LEHARA IN TE RNATIO NAL  
WEST AFR IC AN SERVIC ES IN C .
WEST POIN T FOUNDRY £ MACH CO



WESTERN GEAR CORP 
W tS TE B N LANO ROLLER IN TER N ATIO  
WESTEkN  SLRVIC E £ SUPPLY CO 
WESTERN STAT ES  MA CHINE  CO .
WE STING HO USE AIR  BRAKE COMPANY 
WC STING HO USE ELECTRIC  CO RP.  
WE STING HO OS E ELECTRIC  IN T 'L  CO 
WESTON EQ UIP  £ COMMER CORP 
WESTRAD CO RP OR AT ION
WEXCO INC
WEXCO IN TERNATIO NAL CURP. 
WHEELABRATOR CO RP.
WHITE  CO NSO LIDA TE D IN D .
WHITE MA CH INE CO IN C  
WHITE MOTOR CO RP OR ATION  
WHITE  MOTOR IN TERNATIO NAL S A 
W H IT IN  IN TERNATIO NAL L T D . 
W H IT IN G  CORP
WHITT AK ER  LEASIN G CO RP OR AT ION 
WICK ES  COR P.
WILDMA N JACQUARD CO 
W IL L IA M  C DARDEN 
W IL L IA M  P S T E IN  COMPANY 
W IL LIA M S  £ D AVIS  BOIL ER £ WELD 
WILLIAMSBURGH IR R IG A T IO N  INC 
WILSO N MAN UF AC TU RING  CO .
WINKE L MAC HINE  CO INC  
WINTE RS  NA TL BANK £ TRUST CO 
WIRE MA CH INER Y IN C .
WISDOM  EQ UIPM EN T SALES INC 
WISDOM RUBBER IN D U S T R IE S  INC 
W IT TE EN GINE CO RP .
WITTF MA NN  CO. IN C .
WOLFF SALES EN G IN EERIN G  CO 
WOODMAN COMPANY IN C .
WOODWARD £ DICK ER SO N INC
WORLD AIRW AYS INC
WORLD EXPORT MA CH INE CO INC
WORLD TRADE DEVELOPMENT CORP
WO RTHINGTON COMPRESSOR D IV .
WO RTHIN GTON CORP
WO RTHINGTON PUMP IN TERNATIO NAL
WO RTHINGTON TU RBIN E IN T .  IN C .
WURLITZ ER  CO
WYATT MAN UF AC TU RING  C'O
YALE AND TOWNE INC
YODER COMPANY
YORK I NT ER NA TION AL -BOR C-  WARNER 
Y O R K -S H IP LEY IN C .
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YOUNGSTOWN SHCET C TUB E CO 
YOUNGSTOWN WE LD ING C EN GINE ER  
ZIE G LER  IN TERNATIO NAL  
ZIE GLER ST EE L SER VIC E CORPORAT
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app endix  c

EXPORT-IMPORT BANK OF THE UNITED STATES 
Comm erc ial  Jet A i r c r a f t  lo an Summary th ro ugh 12 -3 1- 70

($ thou sa nd s)

Fi  s ea l T o ta l
Cost

Amount fi na nced  
d i r e c t ly  by

Ex i mba n k

Per ce nt  o f t o t a l  
co s t financed  

di  r e c t ly  by
Ex i mbank

Number o f 
Je t Ai r c ra  

F i nanced

1957 th ru  1959 $ 159,1 70 $ 76 ,876 48.3 25
I960 150,2 99 87 ,214 58 .0 18
1961 140,1 70 93 ,835 66 .9 21
1962 5,3 65 2,921 54 .4 1
1963 • - (1 0, 00 0)  1 / - -
1964 46,191 28 ,966 62.7 8
1965 - (1 2, 88 6)  J / •  1 -
1966 118,8 87 86 ,574 72.8 14
1967 1,1 64 ,6 64 70 1,05 5 60.2 118
1968 78 7,97 8 32 6,94 0 41 .5 85
1969 45 0,97 9 189,6 93 42 .1 55
1970 1.7 48.2 38 58 8.45 9 33.7 141
S u b - to ta 1 4, 771 ,9 41 2,1 59 ,6 47 488

1971 ( F ir s t  H a lf ) 59 9,02 5 194,661 32.5 52
C um ula tive to

12 -31- 70 $5 .37 0.9,6 6 $2 ,3 54,3 08 545

1 / P r io r  f is c a l  ye ar a u th o r iz a ti o n s  tr a n s fe r re d  to  th e guara n te e prog ram.
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i *
. .. I ! ApIK WSHI' C WII IE L IF K  W SH CU b ZC I6 bb ) A P P E N D IX  D

• ■ l u s a c ii j^ n . i .'

i L i p .. PI) NEWi Ok a  NEWYORK 5 /P 4 /7 1

. i i-4,; l  KEZulNS '
• ! IK IH iN

. .I UK I I iIP O k I bANK 
Cl I VERMONT AVENUE N W 
GA SH INGI  UN D C 20 57 1

YOU HAVE ASKED MY VIEWS ON THE ENACTMENT OF' PEND I 
H R 58 46  EXEM PTING  OPERATION S OF EXPORT IMPORT .BANK FROM 
THREATENED IMMINEN T CO NS TRAINT OF BUDGETARY COMPUTATIONS 
IN  MY OPIN IO N A FAIL UR E TO PASS TH IS  B IL L  WOULD RIS K A

SERIG US(D IS RUPTIO N OF RECENT MOVEMENT TOWARDS A HEALTHY TRADE 
SURPLUS IN A B IL IT Y  OF BANK IN  THE FUTUR TO ASSURE ADEQUATE 
EXPORT CR ED IT ON COMPETI TIV E TERMS WOULD DAMAGE NATIONAL 
INTE RE ST  AND THE DOLLAR S ROLE IN  THE IN TE RNATIONAL MONETARY 
SYSTEM PUBLIC  AND PRIV ATE EXPRESSIO NS FROM MANY QUARTERS '
AND THE S IT U A TIO N  IN  WORLD CURRENCY MARKETS IN VOLV IN G THE 
FUTURE OF THE DOLLAR AND THE IN TE RNATIONAL MONETARY SYSTEM OF 
A SU ST AINE D IMPROVEMENT IN  THE U S BALANCE OF PAYMENTS 
WURLDWIDE ECONUMI CONDITIO NS  ARE FAV ORABLE TO A FURTHER 
IMPROVEMENT OF U S TRADE SURPLUS IN  THE PE RIOD  AHEAP IN  MY 
OPIN IO N PASSAGE OF H R 5846  WOULD REMOVE A SE RIOU S ROADBLOCK TO 
RECOUPING SOME OF THE LOSSES OF RECENT YEARS IN  OUR EXT ERNAL 
TRADE ACCOUNT AND CO NTRIBU TE TO A FUND AMENTAL STR ENGTHENING OF THE 
U S BALANCE OF TRADE AND PAYMENTS AND IMPROVED FU NCTIONIN G OF 
THE IN TE RNAT IO NAL  MONETARY SYSTEM
RESPE CTF ULLY SU BM ITT ED
HE'NRY, H FOWLER • -

EX I BANK WSH
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EXI BANK WSrt 
TLX AD41 <3 9)SY AW 45
S t NBb 36 AN T0 27 1 KH PDF NEW YORK NY 24  92 &A  EOT 
HENRY KEARNS/ ChAIRM AN

Ea P O R I- IMPORT BANK UK THE U 5 WASHDC .
DEAR HENRY IN  RESPONSE' TO YOUR IN QUIR Y I HAD THE .PLEASUR E OK 
SERV ING ON THE PRESID ENT’ S CO MM ISS ION ON BUDGET CONCEPTS. THE 
WORK OF TH IS  CO MM ISS ION WAS THOROUGH/ AND I CONFIRM MY BELIE F 
IN  I h E P R IN C IP A L Ob A UNlb  It 'D  BUDGET. HOWEVER/ I I  WAS NOT THE 
IN TE NTI ON Ob THE CO MMISSION/ IN  MY O P IN IO N / TO IN  ANY WAY RES TR ICT 
THE AUIL PY Ob THE EX PO RT -IM PO RT  tlAN K OR OTHER GOVERNMENT IN S T IT U T IO N  
WHOSE P R IN C IP A L PURPOSE IS  10  A SSIS T IN  THE EXPORT OE GOODS 
AND ADERICES  IN  TH IS  CON UNTRY. I HAVE EXAM INED THE EFFECT OF 
Irt E  A D .' .IN IS TR AI ION Ob' THE U N IF IE D  BUDGET AND ThE LE G IS LATIO N  
NOW UNDER CO NS IDER AT ION OY THE CONGRESS. I bE LIE V E  THA T IT  
IS  IN  THE N A TIO N AL'IN TER EST THAT HR S hA o ’ AND COMPANION 
L tu IS L A I IO N .  SSS1/ SHOULD HE ADUPTb.D AT THE EARLIE ST MOMENT. 
SIN CE RE LY

ROBERT B ANDERSON.

60-2 08  O - 71 - pt . 1 — -46
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T H E  CHA IR MAN O F  T H E  COU NCIL  O F ECO N OM IC  ADVIS ER S 
W ASH IN GT ON,  D. C.

M a rc h  8, 1971

H on . Jo h n  S p a rk m a n
C h a ir m a n , C o m m it te e  on  B ank in g , H ou si n g  and  U rb a n  A ffa ir s  
U. S. S en a te  
W a sh in g to n , D. C.

D e a r  M r.  C h a ir m a n :

T h is  is  in  re s p o n s e  to  y o u r r e q u e s t  fo r  o u r  v ie w s  on  S. 58 1,
"T o  a m e n d  th e  E x p o r t - Im p o r t  B ank  A ct c f 19 45 , a s  a m e n d e d , to  
a ll o w  fo r  g r e a t e r  e x p a n s io n  of th e  e x p o r t tr a d e  of  th e  U n it e d  S ta te s , 
to  ex c lu d e  B ank  r e c e ip ts  a n d  d is b u r s e m e n ts  f ro m  th e  b u d g e t of  th e  
U n it ed  S ta te s  G o v e rn m e n t,  to  e x te h d  fo r th r e e  y e a rs , th e  p e r io d  
w it h in  w h ic h  th e  B ank  is  a u th o r iz e d  to  e x e r c i s e  it s  fu n c ti o n s , to  i n ­
c r e a s e  th e  B a n k 's  le n d in g  a u th o r it y  an d  it s  a u th o r it y  to  i s s u e ,  a g a in s t 
f r a c t io n a l  r e s e r v e s  an d  a g a in s t fu ll  r e s e r v e s ,  in s u ra n c e  a n d  g u a ra n -  • 
t e e s , to  a u th o r iz e  th e  bank  to  i s s u e  fo r  p u rc h a s e  by  a n y  p u r c h a s e r  it s  
o b li g a ti o n s  ma’tu r in g  su b s e q u e n t to  Ju n e  30 , 19 76 , a n d  fo r  o th e r  p u r ­
p o s e s . "

T h e  C o u n c il  of E c o n o m ic  A d v is e r s  c o n ti n u e s  to  su p p o r t th e 
p ro p o s a l to  e x c lu d e  B an k r e c e ip ts  an d  d is b u r s e m e n ts  f ro m  th e B udge t 
o f th e  U n it ed  S ta te s  G o v e rn m e n t,  fo r th e r e a s o n s  d e ta i le d  in  M r.  S te in 's  
l e t t e r  to  you d a te d  S e p te m b e r  11,  19 70 .

T h e  C o u n c il  s u p p o r ts  th e  o th e r  p ro p o s a ls  in  th e  B il l a s  n e c e s s a r y  
to  th e  e ff e c ti v e  im p le m e n ta ti o n  of  th e  B a n k 's  p r o g r a m s .

S in c e re ly ,

H e r b e r t  S te in
A c ti n g  C h a ir m a n
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W ed ne sday , J u n e  30, 1971.

PEACE CORPS
W IT N E S S E S

JO S E P H  H . BLA TCH FO RD , D IR EC TO R
K E V IN  O’DO NNELL,  A C TIN G  D EPU T Y  D IR EC TO R
M ARC  LELA N D , G EN E R A L  CO UN SE L
W IL L IA M  IN G L IS , D IR EC TO R  O FFIC E  OF  V O L U N T EE R  PL A C E M E N T  
E U G E N E  B U E H L E R , A C T IN G  D IR EC TO R , BUDGET 
JA C K  PO R T E R , D IR EC TO R , PU B L IC  A F F A IR S
R A L P H  V A N D ER V O RT, JR .,  D IR EC TO R  CONGRESS IO NAL A F F A IR S

S al ar ies  an d E xp en se s

PROGRAM AND  FIN AN CIN G (IN  THO US AN DS  OF DO LL AR S)

Program by activitie s:
1 Volunteer and project c ost s........
2 Administ rative expe nses .............

Total oblig ations .......................
Financ ing: Unobligated balance lapsing .

Budget  authority (appropr iation)

Relation of obligations to outlay s:
Obligations incur red,  net..................
Obligated balance, start of y e a r. .. .
Obligated balance, end of year ........
Adjustme nt in expired ac co un ts ... .

1970 actual 1971 estimate 1972 estimate

60,381 52,100 43, 700
30, 395 31,000 27, 500

90,7 76 83,100 71 ,20 0
7,67 4 6,90 0 .

98,450 90,0 00 71,200

90,7 76 83,1 00 71 ,20 0
30,307 28,577 24,077

-2 8 , 577 -2 4 , 077 - 2 2 , 577
-2 ,6 4 1

89,865 87,600 72, 700Out lays ......................................................................................................

OBJ EC T CLA SS IF IC A TIO N  (IN THO US AN DS  OF DO LL AR S)

1970 1971 1972
actual estimate estimate

PEAC E CO RP S
Personnel compen sation:

Permanent positions..................................................................................
Positions other than permanen t..............................................................
Other personnel compensation..................................................................
Special  personal serv ice payments:

Employees.......................................................................................
Volunteers and trainees................................................................

Tot al personnel compensa tion.................................................
Personnel benefits:

Civ ilia n employ ees....................................................................................
Volunteers...................................................................................................

Benefits for form er personnel..........................................................................
Tra ve l and transportat ion of perso ns.............................................................
Transportat ion of th ing s....................................................................................
Rent, communications , and ut ili tie s................................................................
Prin ting  and reproduct ion................................................................................
Other ser vic es....................................................................................................
Sup plies and mat eria ls......................................................................................
Equ ipment..........................................................................................................
Insu ran ce cla ims  and indem nities..................................................................

Tot al obligations, Peace Corps..............................................................

AL LO CA TION  TO ST ATE , OF FIC E OF IN SP EC TO R GE NE RA L, FORE IGN 
AS SI ST AN CE

Other servi ce s....................................................................................................

Tota l obligations....................................................................................

16,432 16,817 14,391
2,14 0 2,31 0 2,0 13

204 206 206

755 926 602
22,257 22,837 17,963

41,788 43,096 35,175

1,785 1,786 1,513
963 1,125 1,287

15 60 60
11,657 10,970 9,509
2,25 2 2,00 9 1,654
3,810 3,734 3, 523

652 566 566
23,932 16,238 14, 670

2,736 2, 392 2,2 33
1,117 1,054 940

44 45 45

90,751 83,075 71,1 75

25 25 25

90,776 83,100 71,2 00
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PERSONNEL SUMMARY

1970
actual

1971
estimate

1972
estim ate

Total number of permanent posi tions______________________________ 1,138 1,238 1,188Full-t ime equivalen t of other posi tions________ 268 258 224Average number of all employees............ ............... ....................................
Average grade, grades established by jh e Foreign Service Act of 1946, as

1,432 1,493 1,429
amended (22 U.S.C. 801-1158) (as amended Public Law 88-426):

Foreign Service reserve________________________________ ____ _ 4.7 4.7 4.7Foreign Service sta ff____________________ ____ _______________ 7.3 7.4 7.4
Average salary , salary establ ished by the Foreign Service Act of 1946, as

amended (22 U.S.C. 801-1158)(as amended Public Law 88-426 ):
Foreign Service reserve______________________________________ $16, 753 $17,173 $17, 343
Foreign Service sta ff. . . . . . . . . . . . . . . . . . . . . . . . . . .  . .  . . . . . . . . . . $8, 892 $8, 905 $8,994
Average salary of unenumerated positions_______________________ $5,936 $5, 996 $6, 056

Average salary of ungraded pos itions__________________ _______ ___ $3, 397 $3, 500 $3, 600

Clerk’ s note: Afte r the budget was submit ted, H. Docs. 92-93  and 92-12 were tran smitted to Congress contain ing $11,000,000 in increased funds fo r f iscal year 1972.

INTRODUCTORY REM ARK S

Mr. P assman. The committee will come to order.
I want to assure all witnesses present that there is nothing personal 

about my examination of  these requests tha t come before this commit­
tee. I know tha t you are all Americans. You are dedicated, and be­
cause I  do not share your philosophy does not mean that I don’t re­
spect you as Americans, but T would be very, very dishonest if I 
should ever vary my course from try ing  to contain foreign aid and 
the many spigots of foreign aid. I don’t konw of any program, re­
gardless of its nature, that  you don’t find some good in, but person­
ally I think  without a doubt if there is ever an agency in govern­
ment tha t could and  should be abolished it is the Peace Corps. There 
is a lot of duplication and the volunteers don’t have to subscribe 
to the same policies t ha t other personnel tha t go abroad do. In all 
probabil ity, if we had some way of making a true  evaluation, we 
could very easily estabilsh that we are on the minus side and not on the 
plus side of the Peace Corps program, forge tting  all about the fact 
tha t we have provided close to a billion dollars, which we have had to 
borrow, fo r the  Peace Corps.

I have been on this committee ever since its inception, I have been 
chairman for 17 years, and we have had more different programs and 
more different names fo r these aid programs than most of you would 
suspect. For many years T have been reading  in the paper  where the 
President, whether he was a Republican or Democrat, stated that  he 
was requesting $2.8 or $3.6 or $3.2 billion for aid. People thought he 
was talking about total foreign aid and they didn’t know that what he 
had in mind was a request for the Agency for  Internationa l Develop­
ment. It  was an abbreviation for the name of the Agency fo r Inter ­
nationa l Development and did not apply to foreign aid as such. Pos ­
sibly you are surprised, too. But since you are going to be giving away 
some of our money, are you fami liar with the total request made by 
the adminis tration  so far this year for foreign aid and assistance?

Mr. Blatchford. Not exactly.
Mr. Passman. I  wouldn’t embarrass you i f I could, and you would 

miss it so far you would be embarrassed. It is $13,517,628,000. This  is 
righ t out of the budget and I  give the list to  you with my compliments.

One other thing that  I  think all people who spend money should look 
at daily, and t ha t is the  da ily statement of the U.S. Treasury. Do you look at i t ?
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Mr. Blatchford. No, I  don’t, Congressman, not on a daily basis.
Mr. Passman. Do your staff members ?
Mr. Blatchford. I am sure they do.
Mr. Passman. This is the last day of the fiscal year, I believe, 

June 30.
Mr. Blatchford. That is rig ht ; it is.
Mr. Passman. Do you anticipate a surplus or deficit for this fiscal 

year?
Mr. Blatchford. In  th e-----
Mr. Passman. In the budget, in the intake and outgo.
Mr. Blatchford. I  would assume there would be a deficit.
Mr. Passman. What would you assume the figure would be, just 

a rough guess ?
Mr. Blatchford. Oh, what would you say about ?
Mr. Passman. You answer it.
Mr. Buehler. About $13 billion.
Mr. Passman. If  you use the old budget basis, it is going to be 

about $30 b illion, and here you gentlemen are spending this money 
by the tens of millions of dollars and actually didn ’t keep up with 
the bare fact  tha t we are having to borrow this money before we 
give it  away.

Mr. Blatchford. It  makes us feel very humble with our small re­
quest here.

Mr. Passman. From littl e acorns big trees grow. Now we will get 
this on the record. It  may be small to you as a wealthy man, but to 
me $82 million lacks an awful lot of being small.

Off the record.
(Discussion off the record.)
Mr. Passman. Mr. Director, I understand tha t you have a state­

ment that  you would like to make to the committee.
You may proceed.

General Statement

Mr. Blatchford. Mr. Chairman and members of the committee, 2 
years ago I spoke before this  committee when I had been with the 
Peace Corps for less than  a month. I had just returned from visiting  
Kenya, L ibya, and Iran . I had been thin king  about the future of the 
Peace Corps, asking questions and seeking advice for a couple of 
months before taking office. I had some iaeas then about what the 
1970’s would demand of the Peace Corps. I discussed with you both 
the problems and the promises. Now it is appropr iate  for me to re turn 
to the Congress and review what  has happened over those 2 years.

REV IEW  OF PAST 2 YEARS

I was not the only person asking questions about the Peace Corps in 
1969. Questions were being asked overseas, by those whom we went to 
help and by the volunteers themselves. Questions were being asked at 
home—in this committee, if  I remember righ t, there were some very 
tough questions asked. A nd President  Nixon had spoken firmly of the 
need to b ring the Peace Corps abreast of the times by “experimenting 
in new ways of helping people.”
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Here  then are some of the answers I gave 2 years ago, with a report 
on how these new directions for the Peace Corps have worked out in 
the interval.

NEED FOR MORE SKILLED VOLUNTEERS

I said then tha t “the Peace Corps should make a grea ter effort to 
get the kind of people which I found the host countries asking for.” 
The host countries were asking for specialists, for experienced men 
and women who could fill high prior ity development needs. We have 
made substantial progress.

We have increased the number of specialists with ag ricultu re degrees 
sent overseas from 82 during 1969 to 226 during 1971, and the total 
number of Americans experienced in agricu lture from 308 to 769. By 
the fall of this year there will be, altoge ther, nearly 2,000 Peace Corps 
volunteers working in agricultura l development in countries where 
hunger  is a fact of everyday life for millions of people. Six hundred 
volunteers will be part icipating in the green revolution, spreading 
knowledge and cultivation of miracle wheat and miracle rice.

This year we will send aboard 242 craftsmen from indust ry and 
unions, who will serve as vocational education instructors.

And this year we will send 301 specialists in natu ral resource de­
velopment, wildlife and watershed management, and soil conserva­
tion. These experts will serve in 34 countries, helping those nations 
preserve and protect thei r natu ral resources.

IMPROVED TRAIN ING

One of the great resources of the Peace Corps since its earliest 
days has been the “generalist” volunteer—often a recent college g rad ­
uate who could adapt  himself quickly and easily to the demands of his 
situation overseas. We have found new ways of using his impor tant 
abilities through specialized tra ining. In  3 months of intensive train­
ing a generalist can be taught the skills necessary to perform in some 
paraprofessional roles overseas. These new training techniques have 
proven particularly  useful in connection with agricultura l extension, 
disease control, irrigation,  well-drilling, and one-crop food production 
projects.

The result of these two developments—our greater success in re­
crui ting skilled volunteers and our new techniques of training —is 
tha t we have reduced the number of “generalist” volunteers in the 
field from 70 percent in 1969 to 29 percent dur ing 1971.

FA MILIES IN  THE PEAC E CORPS

My second conclusion when I first spoke with you was that  “the 
need for trained people was so great that  all those who are needed” 
and who are qualified “should be called on to  serve, despite the fact 
that  they may be married and have children.” By this fall, 224 fam­
ily units will have entered Peace Corps train ing,  and that number 
will be increasing in the future.

I also felt strongly tha t the Peace Corps should “make a special 
effort to insure t ha t we are adding a new’ resource to countries served, 
not just filling manpower needs that  should be met by others.”
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For this purpose, large contingents of volunteers—20 to 150 in the same program—were not always necessary. A handful of people with special skills, working as a team, might be of grea ter benefit. Today the Peace Corps has volunteers wi th 312 skills, often 30 or 40 different skills in the same country. This year alone 161 “indiv idual place­ments, volunteers with specific skills who work alone, will be sent abroad.
And we have begun a p rogram  of evaluation  of programs to make sure that they were actually adding a new and needed resource. These 

evaluations have been taking place, and they have resulted  in sub­stantial cut-backs in numbers of volunteers in some program areas. For  example, in Latin America the number of volunteers in “com­munity development” has been reduced from 1,555 to 367.

IMPROVED AD MINIST RA TIO N

My fif th thought, 2 years  ago, was tha t “Peace Corps administ ra­tion must be improved.” Substantia l changes have been made. The 
size of the permanent Peace Corps staff has been cu t by 29 percent. Just one example of the k ind of reductions we have made is found in the fact tha t the number of American staff physicians overseas has been reduced from 134 several years ago to 34 today. Local physicians have been h ired in the ir place w ith substantial financial savings and no reduction in the quality  of health care.

And headquarters in Washington has been reorganized—some of­fices have been eliminated, thei r functions combined with  others, and new divisions created where necessary. One indication of the success of this reorganization is th at where once certa in kinds of mail from volunteers in the field was backed up by as much as 6 months, now all our correspondence is current.

PEACE CORPS PROGRESS IN  PAS T 2 YEARS

The effect of all these changes has been felt already in the field. The Peace Corps is moving rapidly into programs with what we 
have come to call a “mul tiplier effect,” meaning tha t the Peace Corps volunteer has effects in the host country beyond the immediate work he does. We are moving into teacher training , rather  than  classroom teaching. We are looking to demonstra tions of high-yie ld, high- protein  agriculture rather than  community development. And we 
seek to  send volunteers in other fields who are not only skilled in critical development areas but who can upgrade the skills of the ir host-country counterparts by working side-by-side during th eir years overseas.

And the effect of these changes has been fel t at home as well. Host country requests for  skilled volunteers have increased rapid ly, put ting  our talen t for recru iting  to a test. But  applications have increased in recent months to an encouraging level—the applicat ions in the first quarter  of this  year were the highest in 5 years. And these applica tions have come from Americans whose skills are closely attuned to host country requests which means t ha t the Peace Corps is coming to be able to draw from an applicant pool which has increasingly large num-
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bers of  persons  with  exp erie nce  an d tr ai nin g in key de velopm ent  areas— ag ric ul tu re , city plan ning , he al th  services,  tea cher trai ni ng , and so forth .
WORKING IN  PARTNERSHIP

Chang es have  also come in  are as which  are no t so eas ily quantif ied . We hav e beg un an effort  to pu t Peace  Co rps volun tee rs at  wo rk in mul tin ati on al  t eam s wi th  volun tee rs fro m othe r cou ntr ies , pr incipa lly  those from Eu rope .
A gr ea t effort  has  been  made to in tegr ate the Peace Co rps more  closely into the pl an ni ng  an d operati on  of host co un try  pro jec ts. We hav e vi rtua lly  eli mi na ted  the exc lusively  Peace  Co rps or  Am erican  proje ct in favo r of Peace Co rps volun tee rs wo rk ing fo r and un de r t he sup erv ision  of  loca l leaders. To day more th an  ha lf  of ou r overseas staff are non -Americans —an othe r ind ica tio n of  o ur  em phasi s on mak­in g the  Peace  Co rps  thei rs  as well as ours.
Our  movem ent  toward ha rd  pr og ram ing has me ant  th at  we have been  wi lling  to allow th e to ta l numb er of  vo lun tee rs overseas to go down. In  1966 the  to ta l numb er of  vo lun tee rs an d tra ine es  star ted to decl ine. In  1969 the to ta l numb er was  10,600; toda y it  is  7,900.
To  be sure,  the d ow nw ard  tren d,  begun 4 ye ars  ago , is being revers ed. Th is  yea r both reques t an d appli ca tio ns  have  ta ke n a t urn  u pw ard fo r the fir st tim e in 5 years and Marc h was th e hig hest mo nth  o f ap pl ica­tio ns  in Pea ce Co rps in 5 years. We are  prou d of  t hat  reco rd. Bu t we are  n ot in it ia ting  a  concentr ati on  on num ber s fo r t he ir  own  sake.
Th e pr og raming and tr ai n in g o f a sm all er numb er of  m ore speci al­ized  volu nteers  f or  a wide r v ar ie ty  o f jobs  is m ore expensive th an  mass pr og raming an d trai ning . Th is  deci sion  na tu ra lly pro duc es a some­wh at high er  cost pe r vo lun tee r. We  have  s ought to recrui t more mem ­ber s of  minor ity  gro ups. Re crui tin g fro m 312 specia l ski lls is more difficult tha n merely  am assin g a lar ge  number of  appli cat ion s. Fami lie s are  more expensive th an  single  volun teers. On  top of  thi s, the Peace Co rps has , of  course, been  sub jec t to the effect  of  infl atio n an d the  num erous Fe de ra l sa lar y increases in  recen t y ears.

FISCAL 19 7 2 BUDGET

Th e result  of the cha nges in the numb er of  volu nte ers  a nd  the  com­bina tio n of increases an d decreases in costs  is a bu dg et  requ est before  you  tod ay of $82.2 m illion.  W ith  these funds, we int end to  su pp or t a tot al str en gth of 8,320 vo lun tee rs and tra inees in 1972 an d place 5,800 new voluntee rs into trai ni ng , an increase  of  1,000 ove r th is  ye ar ’s figure.
Comp are d wi th the fiscal ye ar  1971 bu dg et of  $85.1 m illion, t he  1972 figu re is $3 mi llio n lower, as a res ul t of  the signif icant red uction we have made in ou r ad min ist ra tiv e expenses  costs fo r next year.  Th is is the  lowest Peace  Corps  bu dg et  since 1964. Th is  es tim ate  h as been de­ter mine d and subm itted  to you  by amend ment only af te r ou r exact  numb er of tra inees fo r fiscal ye ar  1971 was kno wn an d prog ram re ­quests fo r fiscal ye ar  1972 were as specific as they  can  be at  th is  time.I  hav e t alk ed  a bo ut  chang es in the  p as t a nd  I  w ould like  to  conclude wi th  a wor d abou t the  fu ture .
Tomo rrow the ad min ist ra tiv e res ponsibi lity  fo r Pea ce Co rps  will move from the St ate Dep ar tm en t to Ac tion, Pr es id en t Nixon’s new
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initiative to increase the, number and improve the contribution of 
volunteers at home and abroad. Although the additional funds the 
President will request for Action will be dedicated to domestic pro ­
grams, we expect to see the Peace Corps grow within Action.

MERGER ADVANTAGES

Being in the same agency with domestic programs will have cer tain 
advantages for the Peace Corps and this country. Volunteers want to 
relate the ir overseas service to contribut ions in the United States, so 
we will design 3-year “combined programs” for service a t home and 
abroad. Action will be able to channel returning  volunteers into pa rt- 
and full -time positions whether or not they are in combined programs. 
In addition  the agency will be able to develop a common cadre of 
experts to be used at home and abroad and centralize expertise about 
successful volunteer programs.

Moreover, within its own right the Peace Corps has an exciting 
future. We expect to pioneer in new ways of making needed human 
resources available to developing countries. We have already devel­
oped a Spor ts Corps, an International Ecology Corps, in cooperation 
with the Smithsonian Inst itution, and we shall soon have a new pro­
gram in na tional park  development and management, jointly with the 
National Park Service. We see a larger role for private  institut ions 
working with the Peace Corps, part icula rly universities which can 
design “in tern” programs to meet specific needs abroad. We hope to 
see more members of minority groups in the Peace Corps, building 
on advances already made. We are also looking at several training 
models in the hopes of fashioning programs which will allow more 
Americans who do not enter with a skill to acquire the talents needed 
in promoting development.

A CO NT IN UI NG  CO MM ITME NT

Substantial changes have been made and others are coming. The 
Peace Corps is better fitted to the times today than it was 2 years ago. 
It  is more efficient, more effective, and more mature. It  is smaller and 
less costly.

We have heard a call from the leaders and people of the countries 
we serve. And we have begun to heed th at call. The Peace Corps of 
the next decade will have to be a part of an even more effective cam­
paign against illiteracy, inefficiency, and inhumanity. Returned vol­
unteers have told of the immense rewards the experience abroad has 
brought them. We want to be sure  that  the contribution they have 
made is as significant.

The job is a seemingly endless one. And the Peace Corps is only 
a par t of the efforts that are being made to raise levels of living for 
the over 3 billion people in the world who live in poverty. That's all 
the more reason for concentra ting on those programs which have the 
greates t impact. It ’s a reason, too, for making sure t hat  Peace Corps 
projects contribute  to  the local resources which can take over the job 
in the shortest possible time.

And it is my reason for continuing  the search for new ways in 
which the Peace Corps may continue its mission. We will broaden 
the range of skills the  Peace Corps can provide overseas. We shall
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increase the numbers of minor ity group members, of families and of experienced professionals who go abroad. We shall continue to examine our projects and our commitments to seek the greatest  re­turn  for every dollar  spent, every hour of volunteer’s time in the field. No one has greater need of the resources expended on his be­half  than the poor. No grea ter charge can be leveled against a man than  that, he has been profligate with resources entrusted to him for those in need.

At the heart of the Peace Corps is a continuing commitment to husband those resources well, and to b ring them to the people of the world through the unique service of the volunteer. This idea has had reverberations around the world. It  has seemed menacing to a few, but it has heartened multitudes. We seek now not only to im­prove but to continue with quickened and renewed dedication the service we have begun.

TOTAL APPROPRIATIONS SINCE INCEPTIO N OF PEACE CORPS

Mr. Passman. Mr. Blatchford, as I read the record, I believe the cost of the Peace Corps, including your amended request for fiscal 1972, now takes it within just a few million of $1 billion since its inception. What does your record show ?
Mr. Buehler. Yes, sir;  appropriations through fiscal year-----Mr. Passman. I am making it inclusive of th is request because you are submitting  it. Wha t do your figures show is the grand total?Mr. Bueiiler. $993 million.
Mr. Passman. $993,314,000, just  a few million under $1 billion. Is tha t correct ?
Mr. Buehler. Yes, sir.
Mr. P assman. I wonder i f the witnesses realize tha t we had to bor­row this money ? Do you ? Our Government had to borrow this money before it could spend it ; isn’t that correct ?
Mr. Blatchford. I am sure a great deal of it was raised-----Mr. P assman. I say all of i t was borrowed because your own house­hold comes ahead of your neighbor’s household, doesn’t it ?Mr. Blatchford. I  assume it is all a part of the budget.Mr. P assman. No; your Government comes first. Your own Govern­ment comes ahead of foreign programs. Wouldn’t you say tha t was a fai r statement, tha t our milita ry would come ahead of foreign military ?
Mr. Blatchford. I  don’t know how it is handled.Mr. Passman. Wha t I am trying to do is establish tha t when we started this thing  off you may have been looking a t a round a $250 bil­lion public debt. You are now around $400 billion, and I can say we funded this program with borrowed money. I would assume you wouldn’t disagree with that. You are a married man, I see. Your fam­ily comes ahead of your neighbor’s family, doesn’t it ?Mr. Blatchford. Yes, sir ; always comes first.
Mr. Passman. And I should say tha t our Government and its vital functions certainly  would have a prior ity on our tax collections over any foreign aid program, would it  not ?
Mr. Blatchford. Yes. I assume tha t is why budget allocations for domestic programs are far  grea ter than  any foreign aid.



Mr. P assman. I am ju st showing that over ha lf of your public debt 
represents foreign aid expenditures. It  is going to exceed $211 billion 
since its inception when we balance the books as of June 30 of this 
year.

Mr. Blatchford. Yes.
(Discussion off the record.)
Mr. P assman. The figure we mentioned a minute ago about the to tal 

cost of the Peace Corps since its legal inception, including the fiscal 
1972 request, was $993,314,000. Now, to  tha t we would have to add 
the allocation made by President Kennedy prio r to the actual legal 
authorization, would we not?

Mr. Blatchford. That is true.
Mr. Passman. And tha t brings it right up in the neighborhood of 

$1 billion ?
Mr. Blatchford. I n the neighborhood of it, I  am sure it is ; yes, sir.

UNOBLIGATED BALANCES IN  PREVIOUS YEARS

Mr. Passman. This has been established as a sacred cow from its 
beginning. Yet there have been more disappointments, in all prob­
ability, in the Peace Corps than  any other agency tha t this com­
mittee has h ad to deal with because of  the clever way in which your 
predecessors handled it. Now, I  believe tha t if we read the record, in 
1962 the original request was $40 million. The committee allowed $30 
million. Is t ha t correct ?

Mr. Buehler. Yes, sir.
Mr. Passman. And you had  a t the end of the year $504,000 unobli­

gated ; is that correct ?
Mr. Buehler. That is correct.
Mr. P assman. I f we take fiscal 196,3 the budget request was $63,750,- 

000. The Congress appropriated  $59 million. You finished the year 
with an unobligated balance of $3,864,000. In 1964 the request was 
$108 million in the original budget and just prior—and this was a 
new scheme tha t was s tarted—to sending it up to the Congress they 
reduced the  budget request from $108 million to $102 million; is tha t 
correct ?

Mr. Buehler. That is correct, sir.
Mr. Passman. But, nevertheless, the agency obligated only $76,- 

164,000, leaving$19,800,000 unobligated funds?
Mr. Buehler. Yes, sir.
Mr. P assman. Then in 1965 the Peace Corps requested $115 million. 

A few days before coming before the committee they amended the 
budget downward to  $106,100,000; is tha t correct ?

Mr. Buehler. That is correct.
Mr. P assman. And we finally appropriated  $104,100,000?
Mr. Buehler. Yes, sir.
Mr. P assman. But that year they wound up with $18,644,000 in un­

obligated funds; is that  correct ?
Mr. Buehler. Yes, sir.
Mr. Passman. In 1966 they requested $125,200,000. The committee 

approved $114,100,000 and you wound up with $927,000, in unobli­
gated funds?
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Mr. Bueiiler . Yes, sir .
Mr. P assman. And  in 1967 the budget reques t was $110,500,000. I t 

was amended to $112,150,000. Th e Con gress allowed  $110 m illion bu t 
you finished the ye ar  wi th  $5,371,000 in  unob lig ate d funds?

Mr. Bueh ler . Yes, si r.
Mr. P assman. An d in 1968 you reques ted  $124,400,000. I t  was 

ame nded down wa rd ju st  before  appeara nce before  the  com mit tee to 
$118,700,000. We  ap pr op riat ed  $107,500,000 b ut  you finished the  y ea r 
wi th $654,000 unob lig ate d fun ds.  In  1969 the budget reques t was  
$112,800,000. Th e com mit tee  ap pr op riat ed  $102 mil lion . You  finished  
the  year with  $1,650,000 unob ligate d funds? Am  I  rea ding  those co r­
rec tly  int o the rec ord  ?

Mr. Bueh ler . Yes, si r.
Mr. P assman. And  in 1970 the b udge t re quest  was $109,800,000. Ju st  

before  the  ap peara nce before  the com mit tee it was reduce d to $101,- 
100,000 bu t you only spent $90,776,000, l eavin g unob lig ate d fund s of 
$7,674,000; and in 1971 you requ ested $98,800,000, am end ed it  to  $94,- 
500,000 b ut  you only spent $85,100,000, l eavin g unobligate d fund s of 
$4,900,000. I s that  cor rec t?

Mr. Bueh ler . Yes, s ir.

BUDGET UN CE RT AINT Y

Mr. P assman. Now, I  a ssume th at  we w ould h ave  to agree t ha t th ere 
is a very  lar ge  deg ree  of  un ce rta in ty  as to the actual  need s when we 
look at  o rig inal  requ ests , when we look at  amend ed requ ests , w hen we 
look at  expendit ure s, and when we loo k a t the  unobliga ted  ba lances. I t 
ce rta inly  ind ica tes  a pr et ty  high  deg ree  of un ce rta inty  in  the act ua l 
needs, doesn’t it?

Mr. B latciiford. Well , the  needs  have been changing .
Mr. P assman. I know , bu t th at  wou ld ind ica te an un ce rta inty . I 

wa nt to be fa ir.  W ith  th is kind  of  va ria tio n since  the  Peace  Co rps’ 
incept ion  it would ce rta in ly  i nd ica te th at  th ere is a hig h deg ree  o f un ­
ce rta inty  as to jus t wh at will be fu nd ed ; isn ’t th at  tru e?  Doe sn’t th is  
reco rd establ ish  th at?

Mr. Blatciiford. I t ha nk  th at ------
Mr. P assman. I am not  inte res ted  in  w hat  you thin k.  I  am intere sted 

in w hat  the  fa cts  are.
Mr. Blatciiford. The  f act s are  t hat  10 years  do  show a cons iderab le 

change in t he amount a pp ro pr ia ted a nd  au tho rized .
Mr. P assman. Now, y ou r ori gin al request was fo r $71,200,000 t hi s 

yea r. Now, ins tead of  prac tic ing what has  been pract ice d in many of 
the pas t years  and  red uc ing  i t down wa rd so as to make an imp ression 
upon the  committ ee, you ap pe ar  before  the  commit tee askin g fo r an 
increase  ove r and above the or igi na l submission , are  you no t?

Mr. B latciiford. W ell,  t hi s is a mat te r wi thi n the  executive bra nch 
as to es tim at ing  the numbers  of requests , the numb er of  voluntee rs 
th at  will be rec ruited. La st Oct ober it was est imated there would be 
enough rec ru its  to fill the  requ ests  overseas  with a budget of 
$71,200,000.

Mr. P assman. You made the  same sta tem ent in the  pas t.
Mr. B i.  vtciiford. More requ ests  have  come in and  more rec rui ts 

have come in.
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Mr. Passman. You didn ’t answer my question at all. I am going to 
ask the question again. In the original budget request the  proposal for 
the Peace Corps for fiscal 1972 was $71,200,000, is that correct?

Mr. Blatchford. Tha t is right .
Mi-. Passman. H ow could the administration or any person in the 

administration even before the beginning of the fiscal year have any 
idea as to how much money you would need, especially if you look at 
the record we have just discussed and read into the record?

Mr. Blatciiford. Because they had observed a downward trend in 
requests-----

Mr. P assman. Who are “they” ?

DECREASING NUMBERS OF VOLUNTEERS

Mr. Blatciiford. The Office of Management and Budget, which is 
responsible for making up the budget requests for the President, had 
determined that  there was a downward swing-----

Mr. Passman. You mean in the name of the  President, not for the 
President, because the President doesn't know everyth ing about all 
these programs you know tha t and I know it.

Mr. Blatciiford. Tha t is right.
Mr. P assman. Thank  you.
Mr. Blatciiford. So they, as a part  of the White House operation, 

have estimated over the  years a downward trend in requests and a ppl i­
cations coming in, part icula rly applications that  would be available 
for thi s coming summer.

Mr. Passman. But the facts are that  in previous years, without 
exception, we always cut the Peace Corps below the budget request, 
didn’t we?

Mr. Blatciiford. Each year I believe it has been cut below the 
budget request.

Mr. P assman. No. 2:  Even though we reduced it you always finished 
the year with an unobligated balance, did you not?

Mr. Blatciiford. Yes; tha t is true.
Mr. P assman. And I think  in 1965 out of a $104 million app rop ri­

ation, there was an unobligated balance of $18.6 million. In 1964, 
out of $95.9 million appropriation  it is up to $19.8 million. I am 
just pointing out tha t it is impossible for  you to know, according to 
the past record, whether you actually  need $71,200,000 or whether 
you actually need less money or more money.

Mr. Blatchford. Yes.
Mr. Passman. Because the past experience with the Peace Corps 

shows th at even though we cut below what you requested, you still 
leave substantial money unobligated.

NEW  ADMINISTRATION

Mr. Blatchford. Also, Congressman, I think you are fail ing  to 
bring in the fact th at a new administra tion has come in. I  don’t thin k 
you can look a t the Peace Corps as one continual admin istrat ion in 
its handling of the appropriations .

Mr. P assman. Let me say tha t the chances are I am a stronger 
supporter  of President Nixon in many respects than  you are. There 
is no thing parti san about the way I run this  committee. You found
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tha t out. I  t hink  the  witnesses that  come before this committee know 
it didn’t make any difference whether it  was Mr. Kennedy or whether 
it was Mr. Johnson. We have always approached this on the basis 
of need and, of course, the bureaucrats with the help of the Congress 
are putting the big britches on Mr. Nixon. Who would have ever 
thought tha t a year ago you estimated a surplus  of $1.3 billion for 
fiscal year 1971 and now in this year's  operation you are going to 
finish with possibly a $30 billion deficit. We didn't anticipate such 
deficits, did we? So some of us have to try  to protect you. There 
is no such thing as sa tisfying the appeti te of all these people down­
town.

Mr. Long. Does the chairman want tha t admission; he is a good 
friend of the President, on the record ?

Mr P assman. I will repeat tha t I think Richard Nixon is making 
a good President. I think he is doing a good job. I  th ink he is a great 
American. You have one Pres ident  at a time and I am going to sup­
port him and hold his hand up. I served with him. I think  he is a 
very brill iant man, and I have heard some very liberal Democrats 
say that  they thought he has one of the best foreign policies tha t we 
have ever had under any President possibly in a century. Yes; I will 
leave it in the  record, and he is my personal friend and I don’t guess 
he would object to my p utting it in the record. He called me Sunday 
and wished me a happy  birthday and we had a very fine conversa­
tion over the telephone. Let me also say tha t I don’t think we have 
ever had a bad President. We have had some, possibly, th at maybe 
had better records than others but I don’t thin k we have ever had a 
bad President, and it is a thankless job in  many respects.

BIL ATERAL AID  PROGRAMS

Now, I  would imagine th is should have some effect on the request in 
the Peace Corps. We have the bilatera l technical aid program. You 
are famil iar w ith th at, are you not?

Mr. Blatchford. Yes; I am, Congressman.
Mr. Passman. We have the U.N. expanded technical aid program, 

do we not?
Mr. B latchford. Yes.
Mr. P assman. And I  th ink you have one going now under the Pa rt ­

ners for Alliance in the general field of technical aid, self-help, do 
we not?

Mr. Blatchford. I believe we do.
Mr. Passman. I believe under the foreign agricultural program, 

tha t we also have some technical a id programs going, and I don’t be­
lieve over the period of the entire history of all these programs that  
we have ever had any of the countries ask us to remove these tech­
nicians, have we?

Mr. Blatchford. Oh, I think tha t many-----
Mr. Passman. Let’s cite one for the record, now. Let ’s get righ t 

down to facts. Do you know of any country where the technicians 
in the bilateral technical aid program or U.N. expanded technical 
aid programs have been asked to leave the  country?

Mr. Blatchford. U.N. ?
Mr. Passman. I am talk ing about the United Nations expanded 

technical aid programs, the U.S. bilate ral technical aid programs, 
so-called point 4 programs. Have you ever heard  of any of them
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where the nations have said get your bila teral technical aid people out of the country ?
Mr. Blatchford. Oh, yes.
Mr. P assman. What country ?
Mr. Blatchford. They have been asked to  leave various countries.
Mr. Passman. What country?
Mr. Blatchford. Nigeria, for example, and during civil strife in 

places like the Congo, North Africa, and the Middle East. We have 
had difficulties in our relations with different countries.

Mr. Passman. I have to dispute tha t because even in Egypt  afte r 
they broke off diplomatic relations we continued our technical aid program there, did we not ?

Mr. Blatchford. I believe we did in some cases.
Mr. P assman. And continued making expenditures ?
Mr. Blatchford. Yes.
Mr. Passman. I would just like you to cite any record where any 

nation has ever asked the b ilatera l technicians or the multila teral tech­
nicians to get out. All I  want to do is be fair.

Mr. Blatchford. I would be happy to t ry and ge t that information. 
PE AC E CORPS  AS KE D TO LEAV E CE YLON, PA N A M A , AN D BO LIVIA

Mr. Passman. Since you were here last year you have been run out 
of a lot of  countries. It  causes me great concern and there are so few 
people who will look at the actual record. Th is is since you were here 
last year. Here is a W ashington Post article of July  20, 1970, sta ting : 

Ceylon Gives the Peace Corps 90 Days to Get Out
Ceylon has given 20 Peace Corps volunteers working there 90 days to wind up their  affairs and get out, according to the U.S. Information Service.It  is the second time the Corps has been expelled from the country, both times under governments led by left-leaning Prime Minister Sirimavo Bandaranaike.
We go on and we have another look.We have a February  12, 1971, 

article from the New York Hera ld Trib une:
Panama Ousting Peace Corps

Panama has asked the United States to withdraw its 120 Peace Corps Volun­teers within 90 days because it considers them unnecessary, Foreign Minister Juan  Antonio Tack said today. “We can enlist Panamanian volunteers to do the  same things the Peace Corps is doing,” Mr. Tack said.
He said he notified the U.S. Embassy yesterday  of the decision to end the Peace Corps agreement with the United States.
Then there is another country you were run out of.
In  a Washington Post article on May 14, 1971, the following was 

sta ted :
The powerful Bolivian central  labor organization charged Wednesday that  U.S. Peace Corps members are conducting espionage activities and corrupting Bolivia’s youth with drugs. It  warned President Juan  Jose Torres to expel the entire Corps or face massive strikes.
The Peace Corps was accused of “espionage work for the American intell i­gence” and “trying to penetrate the minds of our citizens, especially in rura l areas,” with "imperialistic ideology.”
I hate to read this into the record, but it should be read into the rec­

ord and if you have any answers I would suggest that you put them in 
the record following this article. I think, all together, since its incep­
tion, the Peace Corps has been invited  out of, if these three are correct 
here, some 17 countries, haven’t they ?
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Mr. P assman. Were you adding all these ?
Mr. Blatciiford. Yes. I  will provide a list for the record. 
(The information follow s:)

COUNTRY PROGRAMS TERMIN ATED

Country and d ate
1. Cyprus—Februa ry 1964___

2. Ceylon—June  1964_______

3. Indonesia —May 1965_____

4. Guinea—November 1966__

5. Pakis tan—June 1967_____

6. Ma uri tan ia—Ju ne  1967___

7. Gabon—December 1967___

8. Tan zania—September 1969_

9. Libya—September 1969___

10. Somali Republic—December
1969 _________________

11. Ceylon—October 1970_____

12. Nigeria—December 1970__

13. Pan ama—May 1971_______

14. Boliv ia—June 1971_______

15. Guyana—July 1971_______

16. Guinea—July 1971________

Reason
Hea lth and safe ty of volunteers threatene d by 

civil insu rrection.
When the firs t group of 39 voluntee rs to serve 

in Ceylon completed service, a new group 
was not reques ted. The re was unres t in the 
Ceylonese Government and  a general disa f­
fection  with  Wes tern a ssis tanc e programs.

Terminated  by PC because of harassment of 
volunteers by PK I (Indonesian  Communis t 
Pa rty) .

PC volunteers were expelled af te r a serie s of 
incidents culm inat ing with the remova l of 
a Guinean delegation  from a Pan  Am plane 
in Accra, created  strain ed rela tion s between 
Guinea and  United States.

Government of Pa kis tan  felt  that  volunteers 
did not possess sufficiently high levels of 
technical skill s and  did not requ est add i­
tion al V’s af te r las t program was completed.

To show solidari ty with other Arab States 
dur ing the war with  Israel, Ma urit ania 
broke rela tions with the  United States.

Gabonese Government requested PC with ­
drawal  st ating  th at  Gabon could no t continue 
to pay cer tain  program costs such as school 
cons truct ion materia ls.

The Tan zan ian  Government has not  requested 
add itional  volunteers.

Change of government.  New government policy 
termin ated teaching  of English in public 
schools.

Change of government. New government re­
quested PC to leave.

PC re turned  to Ceylon in December, 1967, when 
a change of government took place. In Sep­
tember, 1970, PC aga in completed its service 
in Ceylon under circu mstances  similar  to 
those in 1964.

The Niger ian Government has  not requested 
add itional  V’s.

Panama  termin ated PC programs  on the basis 
that  with U.S. help it had developed sufficient 
resources to e stablish,  with the ass istance  of 
ISVS, i ts own v olun teer  forces.

As a result of polit ical ins tabi lity  and  hostil e 
actions  again st PCV’s by segments of the 
Bolivian poli tical  spect rum, the PC was re­
quested to withdraw by the Bolivian Gov­
ernment.

The Guyanan Government has  not requested 
add itional volunteers.

PC return ed to Guinea in Jun e 1969, and  sub­
sequently the  GOG canceled  all replacement 
and  expansion requ ests  as a result  of the 
November 1970 invas ion af te r which they 
retrenched on all foreign government tech­
nical assis tance.



735

Mr. Passman. That is a pret ty good st riking average. I t is a p retty 
good insu lt to Americans when they have been invited out of 14 coun­
tries. I t is a wonder you people wouldn’t tell them to pack up the ir 
belongings and come home.

Mr. Long. Will the  Chairman yield ?
Mr. P assman. Yes.

NE W VOLUN TEER PROGRAM IN  PA NA MA

Mr. Long. I  wonder whether it  is the Peace Corps’ fau lt or the  fault  
of th e host country. Take Panama. I  would be interested  in  hearing a 
littl e bit more about tha t, not necessarily right at this moment but 
some other time, because when I was in Panama several years ago I 
saw some very fine work done by the Peace Corps in helping these 
people build housing for the natives of Panama. I left  with a good 
impression of the Peace Corps.

PEA CE CORPS POLIC Y AS TO FREEDOM OF EXPRE SSION

Mr. P assman. The gentleman may be very much impressed. That  is 
his opinion. I am not impressed. I think they are on the minus side, 
and I thin k the quicker we br ing them home, the better off we will be 
because I  do know that they do no t have to su pport the same foreign 
policy th at our troops suppo rt abroad. Now, right,  wrong, o r indiffer­
ent, we do have one country, we all love it, and if I  go out as a Member 
of Congress, of course I  go out supporting the policy of my country. 
I think  tha t is true with all of our foreign personnel in the embassies, 
is it not, th at they support the policy of our country ?

Mr. Blatchford. That is right , Mr. Chairman.
Mr. P assman. I  pleaded with you people down there, even asked the 

President to amend the legislation so at least all Americans serving 
abroad and being paid by American taxpayers’ dollars would have to 
support the same foreign policy. Now, you may differ but we have one 
country, one President, and I  think we should all support the policy of 
our Government.

NE W  ORGANIZATION---- “ AC TIO N”

Now, you mentioned earlier  about this being the last day of the Peace 
Corps. What is going to be the name of it in the future ?

Mr. Blatchford. The Peace Corps will be the internat ional overseas 
operation of the -----

Mr. Passman. Int erna tional ? Wait a minute.
Mr. Blatchford. The name tha t begins tomorrow is called Action.
Mr. Passman. Action ?
Mr. Blatchford. And it consists of VIS TA, the Peace Corps, the 

retired senior volunteer programs, foster grandparents, the SCORE 
and ACE programs that are housed within the  Small Business Admin­
istration, and the Office of Volun tary Action, all existing agencies in 
the Federa l Government-----

Mr. Passman. Voluntary  Action?

60 -2 08 — 71— pt. 1----- 47
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Mr. Blatciiford. Tha t is right. In other words, it is an attem pt by 
the President to bring together under one roof all of the agencies deal­
ing with volunteers that are serving their country a t home and abroad.

Mr. Passman. Including  the military ?
Mr. Blatciiford. Not including the milita ry.

FREEDOM OF EXPRE SSION

Mr. Passman. Will this entire group under the new organization 
be given tha t same exemption from supporting  our  foreign policy, or 
will there be a new policy whereby all the volunteers will support our 
foreign pol icy or our Government ?

Mr. Blatciiford. I am sure tha t most Americans would hope and 
expect that all Americans going overseas would generally suppo rt the 
policies of the country.

Mr. Passman. But tha t is not true. The Peace Corps has been the 
exception, hasn’t it?

Mr. Blatciiford. The Peace Corps has not taken a position.
Mr. P assman. You don’t mean the Peace Corps hasn’t taken a posi­

tion. I listened to them over in  Thai land,  and if I had my own way 
1 would have put them all on the plane and sent them home that very 
day. While  their brothers and cousins were dying  over in South Viet­
nam they were cussing the administration for its policies, you are fa­
miliar with that, I am sure.

Mr. Blatchford. I think tha t is very unfortuna te, bu t I  don’t think  
it is the rule. I don’t think tha t is the case with the majority of volunteers.

Mr. Passman. They go across as independent agents. They are not 
required to support the policies of our Government.

Mr. Blatciiford. They are similar  to other Americans, similar  to 
private citizens.

Mr. Passman. Is that true, tha t they are not required to support 
the policy of our Government?

Mr. Blatciiford. T hat  is righ t.
Mr. Passman. But all these others-----
Mr. Blatciiford. They are required to uphold  the Constitution of 

the United  States.
Mr. Passman. I am  asking a question. All other Americans who go 

abroad if they are milit ary personnel or with our embassies are re­
quired to support the foreign policy of our country, are they not?

Mr. Blatciiford. I think tha t they do, and  I  t hink tha t the Peace 
Corps volunteers support the overall-----

Mr. P assman. You are being evasive. I just  want direct answers. 
The others are required to do it ?

Mr. B latciiford. That is right, and the Peace Corps is not required to do it.
Mr. P assman. The Peace Corps is not. Tha t is all I  wanted you to 

answer. Under the new organization, will all the  personnel under this 
umbrella be required to support our country’s policy if they are sent aboard ?

Mr. B latciifod. No, they will not be required to do it. They will be 
sworn in as volunteers to uphold the Constitution.

Mr. P assman. You said they would not be required. You have 
answered the question. How about t hat  group tha t is here in America ? 
Are they going to be left alone to tear up this country ?
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Mr . B latchford. No, they  wil l not .
Mr . P assman. Or will  they keep  t he ir  m ouths  bu tto ne d up  abou t the  

ad min ist ra tio n ?
ROLE OF VOLU NTEE RS IN  ACT ION

Mr.  B latchford. I  th in k the or ien tat ion th at  we have developed  in 
th e Pea ce Co rps  a nd  ho pe to  develo p in t he  A CTIO N p rogram  is t hat  
th is  is an organiza tio n of  dedicated people  wi lling  to  do a specif ic job 
of  assi stance  in a forei gn  coun try  or  in a com mu nity here . Th ey  are  
no t being sent  o ut  an d indo ctrin ated  to su pp or t or  not  to  s up po rt any  
pa rt ic ula r policy.

Mr. P assman . T hey go out as fre e agen ts and do n’t hav e to su pp or t 
ou r pol icy ?

Mr. B latchford. No ; they  are lim ite d to acc om pli shing th e job 
th a t they  are sen t ou t to do, wh eth er  t ha t be ag ric ul tu re , or  w hat eve r.

Mr.  P assman . W he ther  i t is a soc iali stic  f orm  o f g overn me nt?  They 
embrace it  while  they  are there an d keep  th ei r mo uth s sh ut ; is th at 
corre ct ?

Mr. B latchford. I  can g ive  you th e policy.
Mr. P assman . I know wh at  the pol icy  is. When you  say they  are  

no t req uir ed  to  su pp or t ou r fo re ign policy  you hav e ans wered  the  
question, and t hat  is w hy you get all  these  headlines abo ut b eing kicked 
ou t o f 14 nat ion s. I t  is  a rid icu lou s r eco rd,  and  i t is time  th at  the Mem ­
bers go into the rec ord  of  the  P eac e Co rps an d no t ju st  ar riv e at  some 
ai rp or t and be take n ou t to  look  at  some chicken  fa rm  th at  t he  Peace 
Co rps get s c redi t fo r bu t t o look  a t t he  overal l opera tion. I  don’t m ind  
te lli ng  yo u I  th in k it  i s th e wo rst  agency in  G ove rnm ent .

I  am very fa m il ia r wi th  t hi s outf it. I do n’t like  i t. I  t hi nk  we are  on 
the minus side. O th er  M emb ers can  de fen d it  all  they  wa nt  to, and I  
do kno w we have ha d gr ea t success wi th  ou r bi la te ra l tec hnica l aid  
prog ram, and you  hav e switched  ove r to the same field. I  cou ld hav e 
gone alo ng  wi th  th is  if  we ha d call ed it tec hnica l aid , as it  real ly  is. 
I  cou ld have gone alo ng  if  they  ha dn ’t sen t these people ab road  as 
mo re or  less ind ependent  age nts . I don’t know wh eth er  ou r forei gn  
pol icy  is  righ t o r not, bu t we hav e one foreig n polic y a nd  one Pr es id en t 
at  a time, and at  lea st whe n I  go abroa d I am go ing  to  su pp or t my 
Pr es id en t and my countr y. Especia lly , I am dis illu sioned ove r th e fact  
th at in  the  p as t ye ars in yo ur  budget reques ts you hav e been wo rk ing 
down wa rd bu t wh eth er it  was up  or  d own  the com mit tee would  make 
subs tant ia l cuts , an d we wou ld be sub jec ted  t o ce rta in  c riti cisms , then  
at  t he  e nd of th e ye ar  we w ould sti ll wind  up  wi th subs tan tia l unob li­
ga ted fun ds, excess  fu nds. As  we a ll know a s business p eople a nd  work­
in g in  the Congres s, i f you  ha ve  too ma ny fun ds  the re  is an effort made 
to  ge t those fund s obligated. Now,  let  me ge t to th is  q ues tion  of  your  
to ta l reques t and ad min ist ra tiv e expenses.

Mr . L ong. May I  ask  a qu est ion  ?

AM OU NT  OF PEA CE CORPS BUDGET USED FOR AD MINIS TRAT ION

Mr. P assman. L et  me finish. You  are  asking  f or  an  increase. W ha t 
is t he  tota l amoun t in th is budget requ est fo r the  t otal  ad min is tra tiv e 
expenses?

Mr . B latchford. $28.4 mil lion , Mr. C ha irm an.
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PEACE CORPS ASKED TO LEAVE CERTA IN COU NTR IES

May I respond to the other question? I just wanted to make two 
points. One, we admit tha t 2, 3, and 4 years ago there were a num­
ber of instances reg arding Peace Corps volunteers publishing things 
and demonstrating. I can repo rt in the last 12 months we have not 
had a single incident of  that nature  which would show that volunteers 
are demonstrating.

Mr. Passman. Give me those clippings. Those are mine, not yours.
Mr. Blatciiford. The clippings indicate the Peace Corps was thrown 

out by leftist  governments. Now, if volunteers are out talking about 
lefti st governments, why would it be so wrong tha t they would be 
thrown out ?

Mr. Passman. I t says in this article :
“The Foreign Ministry  has asked the United States to w ithdraw the 

Peace Corps from Ceylon.”
Is tha t true ? I t is a foreign minister.
Mr. Blatciiford. Tha t is right.
Mr. P assman. And th at is the same as the Presiden t of our country, 

isn’t it?
Mr. Long. You mean the prime minister.
Mr. P assman. Yes, prime minister. She is the one who asked you out 

of the country. Wha t are you going to do about Panama ?
Mr. Blatciiford. There are still Peace Corps volunteers serving in 

Panam a on a multina tional basis, but they asked the contingent of 
Peace Corps volunteers there to leave because of an incident between 
the two governments tha t had nothing to do with the Peace Corps 
in the Canal Zone. I t had nothing to do with the performance  of the 
Peace Corps.

Air. Passman. Tha t is what you say but they  were asked to get out.
Mr. Blatciiford. I could also document that-----
Mr. P assman. The article says: “We can enlist Panamanian volun­

teers to do the  same things the Peace Corps is doing.”
Air. Blatciiford. By the way, we have assisted them in getting 

Panam anian volunteers to take over a lot of projects, and we have 
helped them with the multina tional program, including the Peace 
Corps volunteers, which is still operat ing in Panam a and which is 
essentially replacing the work of the Peace Corps volunteer.

consolidated budget request

Mr. P assman. I  am going to ask you, if you will, to place in the 
record at this point the breakdown of the overall budget and tell 
the committee how you are going to be able to  separate  this  pa rt of 
the overhead expense from the other par t, because now you have 
consolidated the Peace Corps with a lot of other pieces. What is 
your consolidated budget request?

Air. Blatciiford. The consolidated budget  request is $150 million.
Mr. Passman. Does it all come under  this  new operation?
Air. B latchford. No. This  fiscal year each component agency will 

have its own separate  budget request. In  other words, it  is being 
formed by an Executive reorganization plan  and Executive  order. 
Undoubtedly , the following year, fiscal year 1973, there  will be one 
consolidated budge t request, but  this year there is not. We are going 
independently.
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NEW  AGENCY

Mr. Passman. I asked the question because you said this was the 
last  day of the Peace Corps and that you were star ting  on a new 
agency on Ju ly 1. If  you are star ting  with a new agency with these 
several component par ts it  would appear that you should lessen the 
overhead percentagewise because you are administering several di f­
feren t arms.

Mr. Blatchford. That  is r ight , and we would expect to be able to 
repo rt in a 12-month period that we were able to make this more 
efficient and make savings.

Mr. Passman. How are you going to operate  for the  next 12 months ? 
You are going to be the head of the entire show ?

Mr. Blatchford. That  is correct, Mr. Chairman.

CONGRESSIONAL RELATIONS WITH NEW  AGENCY

Mr. P assman. Before what committees are you going to just ify 
the other funds?

Mr. Blatchford. Under the Education  and Labor  Committee.
Mr. P assman. That is one. Another one ?
Mr. Blatchford. The Banking and Currency Committee.
Mr. Passman. Banking and Currency ?
Mr. Blatchford. Because small programs under  the Small Busi­

ness Administration will be transfer red to ACTION.
Mr. P assman. They don’t appro pria te money.
Mr. Vandervort. And the Foreign  Affairs Committee.
Mr. P assman. I  can understand the Educa tion and Labor Com­

mittee and I can understand the Foreign Affairs Committee, but 
now where would the Banking and Currency Committee come in?

Mr. Vandervort. We would go to three committees for  authoriza­
tion the way i t stands  rig ht now.

Mr. P assman. For authorizat ion.
Mr. Vandervort. We go to the Appropriations Committee for the 

money.
Mr. P assman. H ow many different subcommittees?
Mr. Vandervort. This would be up to the chairman, sir.
Mr. Passman. No : I mean, though,  you have i t in three pieces and 

you are only requesting now for th is one wing of the three.  Now you 
are going to have to go before other committees. What committees?

Mr. Blatchford. VIS TA is part  of OEO and goes before the  Sub­
committee on Appropr iations which handles the OEO appropria tions.

Mr. P assman. I s there a th ird  committee ?
Air. Blatchford. I believe it  is simply the one tha t handles HE W 

and OEO.
Mr. P assman. Before I  yield to Mrs. Reid I want to say again there 

is nothing personal about this. I don’t like your outfit. That  is my 
right.  Chances are I made too many trip s around the world, and I 
say t hat  there is no program tha t you don’t find some good in but at 
least we haven't had the bilateral technical aid or the United Nations  
expanded technical aid asked to get out of 14 countries. Now I y ield to 
Mrs. Reid.
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REVITAL IZED PEACE CORPS

Mrs. Reid. Thank you, Mr. Chairman. Mr. Blatchford,  I want to 
welcome you to the committee. I  feel that you have given us a repor t 
which certain ly shows substantial  progress in revitalizing the Peace 
Corps and, I feel, strengthening the administration during your 2 
years as Director. I may not agree with all of the actions throug hout 
the Peace Corps, bu t I think you are doing a good job, and I do feel 
tha t reorganizing these groups so that  we can have the volunteer agen­
cies together  will certainly strengthen the whole program.

Mr. Blatchford. Thank you.
Mrs. Reid. T o go along a little  fur the r w ith the chairman’s line of 

questioning, you mentioned your orienta tion program with the volun­
teers. Jus t what do you teach or tell them in this orientaton ?

ORIEN TATIO N OF VOL UNTEERS

Mr. Blatchford. Well, in the last year and a half we have inst i­
tuted something we call the preinvitational staging program. Pre­
viously volunteers simply went directly into training and directly 
overseas. Now we have kind of a mutual look-see where volunteers are 
brought together, for  example, those in the Chicago area to Chicago, 
those in the mid-Atlantic region to Philadelph ia, and so forth. Our 
people go there and present them with what they are going to do, what 
they were gett ing into, the  kind of counry i t is, the kind of assignment, 
and they show it very realisticlly, introduce what  our  policies are on 
political involvement, drugs, and the like. The volunteer could take a 
look at what the Peace Corps is really like before he makes his prefe r­
ence, and we could look at the volunteers before we issue an invitation.

preinvitational staging

Mrs. Retd. Tn other  words,, you screen them?
Mr. Blatchford. We screen them in this regard and, essentially, 

they screen the Peace Corps in a sense. As a result, we now get a 
volunteer into training who knows our policies from the beginning, 
and we take a very hard-nosed, very practical, oriented tack with 
them. Those who then come in, come in knowing what they are get­
ting  into, and knowing what they are committed to and we know 
what we are getting. We think this will have two benefits. One, there  
won’t be th is controversy over what our policies are on drugs , politics, 
and so forth , because they learned of them after they were in. Sec­
ond, it will reduce the att rition of volunteers who drop out from t ra in­
ing and drop out overseas, at a grea t cost to  the Peace Corps. We 
are seeing some prelim inary figures tha t would show this  is hap ­
pening, that our attr ition will be lower and performance on the job 
will be be tter because of this preliminary screening program. We are 
doing it for about half of our programs this summer because i t was 
a big admin istrative change, and we would hope to do it  with all the 
programs in the future .



741

DECREASING POLITICAL INVOLVEMENT BY VOLUNTEERS

Mrs. Reid. I thin k we are all concerned about anyone going into 
anoth er country and not upholding our  country and our Constitution, 
our flag, and so forth, and I have heard  about reports  in the past 
when this has happened but I have the deep feeling tha t you have 
looked into this  very careful ly yourself, and that you are not going 
to accept a volunteer who would show any tendency toward th at kind 
of policy. Now, wouldn’t this be true ?

Nlr. Blatchford. I would say it slightly differently. I would say 
we would look very hard  at volunters and accept only those who really 
have a contribut ion to make in terms of th at country. T hat  is why the  
requests from overseas have changed considerably, and they are up 
for the first time in 5 years, par ticu larly  in the fields of agriculture, 
experienced teachers, and in skilled tra des and in the white collar pro­
fessions. We find tha t people like this are what  countries are asking 
for, and when they do get on the job they are busy all day and nigh t 
performing in  their field, and they are less interested in politics. They 
don’t have the time for it. The  country works them righ t into  its local 
struc ture in the Minist ry, has firm jobs. We put  much grea ter em­
phasis on the programing process, are  certain t ha t they  get the neces­
sary support, tha t there is plenty for them to do, so tha t there isn’t the 
usual discontent of having too much time and not a well-defined job 
and well-defined skill tha t you can work in.

T think some of the problems of young people were caused by th at, 
by simple lack of firm programing, train ing,  and effective selec­
tion process. Bu t we still don’t a ttem pt to indoctrinate, one way or the 
other, and I don’t think it is necessary. The main thing is an overall 
program philosophy of serious, p ragmatic people doing the job. That 
is what the countries want, and tha t is the kind of people we want to 
send, and if we do tha t we are not going to have the problems of  local 
involvement and political involvement, and we have not h ad them in 
the last year.

Mr. R eid. T hank you, Mr. Chairman. I will ask my other questions 
later.

Mr. P assman. Thank you. I  yield to  my coworker, Dr. Long.

REDUCTION OF COMMUNITY DEVELOPMENT VOLUNTEERS IN  LATIN AMERICA

Mr. L ong. I  see you made a tremendous cut in the number o f volun­
teers in the Lat in American community development programs, from 
1,555 down to 367. Would you give me the reason for this, Mr. 
Blatchford?

Nlr. Blatchford. Yes. We said 2 years ago we were going to take a 
hard look at the programs and those produced in  the country’s terms. 
We found in those programs, though well-intentioned, that  they 
yielded very l ittle  on the terms of the  country. The country often did 
not understand the programs, and were incapable of suppo rting the 
volunteers.

Mr. Long. You mean controversial or ineffective ?
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Mr. Blatchford. I  wou ld say  t he  p ro gram s wer e sim ply  too vag ue 
or  ill-def ined  f or  the c ou ntr y t o lend  th e k ind of  su pp or t th ey  required.

Mr . L ong. I  am p lann ing to visit  Co lom bia,  Venezuela , a nd  poss ibly  
one or  two othe r c ountr ies  in  A ugust. Do you have  Peace Co rps team s 
th er e ?

Mr.  Blatchford. Yes, sir.  We w ould be ha pp y to show you  some of  
th e work.

NUMBER OF VOLUNTEER TEACHERS

Mr. Long. I  would be de lig hte d to see i t. I  n ote  you are  goin g away 
fro m ha ving  volun tee rs in the classroo m to  ha ving  tra ined  teache rs. 
W hat  is t he  reason f or  th is  ? Did t he  ho st c ou nt ry  requ est  thi s ?

Mr.  Blatchford. Yes. In  fac t, it  is  a jo in t pr og ram and pro cedure . 
We  find th at  at  one tim e we ha d a treme ndously  heavy presence  of 
tea chers  in class rooms, pa rt icul ar ly  in Afr ica.  As cou ntr ies  now are  
more cap able of pr ov id ing th ei r own tea chers , ei ther  traine d abroa d 
or  b y th ei r own trai ni ng  p rogra ms , th at , com bined wit h, I  th ink,  o ur  
des ire to be more of  a  ca tal ys t and not do the  work fo r the m,  t hat  we 
have  moved int o tea ch ing  tea chers  an d cu rri cu lum dev elop ment and 
new f ields such  as m ath  and science. Our  num ber s are  l imited, and ou r 
decis ions  are  where ou r reso urces can  be best used , and we decided  
more in cu rriculum  and tea cher  tr ai ni ng  th an  in classroom tea ching . 
We  are  not intere ste d in jus t numbers.

volunteer fam ilies

Mr. Long. You  are  inc rea sin g the  numb er of  fam ily  un its  and, of  
course, t his  typ e of placem ent  is more expensive th an  the single  volu n­
teer . Do you th in k the  volu nte er accompan ied  by  a f am ily  is more  effec­
tiv e th an  t he  single  one? W ha t is the explan ati on  fo r thi s?

Mr.  Blatchford. Th e expla na tio n is th at  we are tryi ng  t o respond 
to the  need f or  ha rd  sk ills  in deve lop ing  cou ntr ies .

Mr . L ong. I s it  easier to  re crui t them ?
Mr . Blatchford. A s you know, a ma n with  experie nce  an d skil l is 

go ing  to be s lig ht ly  o lder, and chances a re he is g oin g to  hav e a  fa mi ly.  
I f  we can ’t find a single  ma n who is, fo r exa mple, a soil sci entis t or  
eng ineer, we w ill go to fam ilie s, and we wi ll invit e h im to  take  his w ife 
an d fam ily  if  his  w ife  is cap able of do ing  volu nte er wo rk at  t he  sam e 
time. We th in k the  experie nce  is cle arly wo rth  it  to  ge t th a t kind  of  
sk ill and expe rience.

COMBINED OVERSEAS-DOMESTIC VOLUNTEER SERVICE IN  ACTION

Mr.  Long. You sp eak  of a  3-yea r com bined  p rogram  in  w hich vo lun ­
tee rs will wo rk on pro jec ts abroa d and in the  Un ite d State s. How is 
th is  going to work ? Is  t hi s 2 year s abroa d an d a ye ar  in Ap pa lach ia  ? 
Cou ld yo u e lab orate  on i t ?

Mr.  'Blatchford. Yes.
Mr. Long. W ill  fu nd s fo r bo th pa rt s of  the  prog ram, includ ing the  

dom estic  par t,  be con tained  in t he P eac e Co rps  bud ge t ?
Mr.  Blatchford. I  wi ll give  you an e xam ple.  Th e Teach ers  Cor ps / 

Peace  C orp s p ro gram  where  th e Teach ers  C orp s, wi th  i ts own  bu dget,  
is recrui tin g Teach ers  Corps  in ter ns  to wo rk with  five un ive rsi tie s in 
urba n inne r cit y are as  fo r 1 year  in th is  coun try . A t the  end  of th at
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time we contribute  part ly to tha t as pa rt of their  tra ining . Then they 
go overseas for 2 years in the Peace Corps.

Mr. Long. So this domestic work is in the Peace Corps  budget, then ? 
Mr. Blatchford. It  is pretty much equivalent to what we pay to 

tra in and recruit a man, anyway, and tha t goes to his year here, and 
it is a shared expense with the  Teachers Corps and the ir budget.

Mr. Long. I  see.
Mr. Blatchford. So on the domestic side it is a shared expense. 

Overseas it  is the Peace Corps expense as normal. The program leads 
toward a master’s degree in teaching for  the volunteers, so they are 
essentially going into a career, and we find the academic credit  along 
with the experience is very beneficial to them.

ECOLOGY CORPS

Mr. Long. You have plans for an in ternational  ecology corps in co­
operation  with the Smithsonian and the national park development 
management program.

Could you tell us a bit about th is ? Is this  to get in on the new gadget, 
ecology ?

Mr. Blatchford. Ecology is a catchall word for a lot of very, very 
important  thin gs:  national parks, reforestation programs, soil ero­
sion programs,  in Costa Rica, for example. We just  had a team of 
Ph. D.’s th at went to Tonga to help the king make a survey of all his 
ecological resources and potent ial in tha t island kingdom.

So i t may be part  of the new wave of interest  in natura l resources, 
conservation and ecology, but we are getting a wave of requests for 
specialists in this  field.

The Smithsonian helps us to recru it them. As they go overseas and  
do the job, when they come back the Smithsonian would hope to use 
them in our own country on some of these programs.  Now aft er action 
begins, we could use them both at home and abroad. Up  unt il now, we 
have only used them overseas and sent 300 people in this field.

Mr. Long. That is all I have, Mr. Chairman.
Mr. Passman. Than k you, Dr. Long.
Mr. Shriver?

MORE REALIST IC PEA CE CORPS

Mr. Shriver. Than k you, Mr. Chairman.
Mr. Blatchford, I want to  also, as Mrs. Reid did, congratulate you, 

especially on the more realistic atti tude  that  you have instituted in your 
agency. I  am aware of the rec ipient countries’ requests for  more volun­
teers who can actually do something. I  know you are attem pting to 
meet those requests.

Mr. Blatchford. Yes.

PEA CE CORPS IN  AGRICULTURE

Mr. Shriver. Y ou say nearly 2,000 of your volunteers will be work­
ing in agricultural development, 769 of whom are experienced in 
agriculture.

What does this  latte r term mean ?
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Mr. Blatciiford. That really means a degree. Tha t means an 
advanced degree of some kind and probably some experience on top 
of that . A real specialist, in other words.

Mr. Shriver. I t does not  mean they grew some radishes ?
Mr. Blatciiford. No. The others are the ones who lived on farms, 

or have a rural  background, which is another category enti rely. People 
who lived on farms, know something about it, can help small farmers. 
The 700-some refers to men with a degree.

Mr. Shriver. As opposed to these specialists, you have reduced a 
number of other volunteers in  the field from 70 percent in 1969 to  29 
percent in 1971. Are you planning to reduce this further  ?

Mr. Blatciiford. It  will all depend on the requests t ha t are coming 
in. The requests that are coming in will maintain, I  believe, a skill mix 
of between 70 and 80 percent. There will always be a need for  at least 
20, probably more like 25 to 30 percent generalist,  because the single 
male or  female generalist  who can learn the language is almost a spe­
cialist in many remote areas.

As you know, many of the volunteers go to many remote areas and 
learn  tribal languages. Sometimes the single generalist is best equipped 
to do it. So there will still be a need for him or her in programs such as 
education, health, agriculture. The generalist, under  the  Peace Corps 
train ing,  no longer is a generalist. Generalist  refers  to the background 
they had when they came in. We are endeavoring to  t rain them in a 
skill, in agriculture or  a skilled trade in the 16 weeks of training . Then 
they are able to communicate tha t simple skill overseas to the villagers 
that they work with.

training models

Mr. Shriver. You say on page 11 tha t you are looking at several 
tra ining models to  train volunteers who have no special skill.

Mr. Blatciiford. That  is what I am refe rring  to right now. There is 
still a tremendous amount of people with good will, education, capac­
ity to learn languages, and communicate with  people. In  a sense it is 
up to us to trai n them to have this skill. Many of them are members 
of minority groups who could go on afte r th at in some profession, and 
we think th at is a legitimate contribution we should make.

PEA CE CORPS STA FF

Mr. Shriver. On page 5 you say the size of the permanent Peace 
Corps staff has been cut by 29 percent.

Mr. Blatciiford. That is correct.
Mr. Shriver. Does this include the one-half of the overseas staff 

which is non-American ?
Mr. Blatciiford. Th at includes the total. We have cut the overseas 

American staff by even more than that,  and then discounted it  by the 
additional non-Americans hired. The total  figure winds up at 29 
percent less.

Mr. Shriver. In  connection with this, you say on page 9 tha t your 
request reflects a significant reduction in administrative expenses for 
next year. How much of this reduction is a result of a  takeover of some 
administrative  functions  by the new agency, Action ?

Mr. Blatciiford. None. T his reduction is based on the reduction in 
the staff which, even though accomplished 6 months ago, takes full
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effect, in the size of the lesser payrol l, during the coming year. We 
would assume fu rth er reductions, although  ones we cannot estimate, 
beyond the reductions already made, due to savings in the new agency. 

Mr. Shriver. One more question.
Last year you were not sure how much additional cost would be 

involved in the use of family  units as volunteers, rath er than single 
persons. You gave us some estimated figures. How have the actual costs 
compared with  those estimates ?

Air. Buehler. We have a relatively  small sample, sir. But consid­
ering  an increment of two children  to what previously had been a 
volunteer couple who did not have dependent children, we estimate an 
increment of approximately $6,000 per year. So tha t fo r a family w ith 
two children, the cost would be $26,000 per year as compared to ap­
proximate ly $10,000 fo r a single volunteer, or $20,000 fo r a married 
couple without children.

Mr. S hriver. Thank you, Mr. Chairman.
I yield back the balance of my time.
Mr. P assman. Off the record.
(Discussion off the record.)
Mr. P assman. Air. Hathaway ?
Air. Hathaway. Air. Blatch ford, it is nice to see you again.
Air. Blatchford. It ’s nice to see you.

GENERAL ISTS IN  THE PEACE CORPS

Air. Hathaway. Af ter  our picture-taking yesterday, I wanted to 
ask you a few questions on your statement first.

Is the percentage of generalists you anticipate continuing to decline? 
You mention on page 4 it  is down to 29 percent. You take  somebody 
with a liberal arts  degree and tra in him in something specific, I 
assume.

Air. Blatchford. Tha t is right . I  thin k it  will stay at  approximately 
that, 25 to 30 percent.

Air. Hathaway. Because you want it to ?
Air. B latchford. Because the need for volunteers, single volunteers 

tha t can learn languages, tha t are very flexible, who can go live in 
remote areas under very difficult conditions, is still a need.

Often the general ist with that background is best capable of doing 
that, as long as he can be train ed in some simple practical skills such 
as agriculture. So I would anticipate tha t the need for them would 
continue and the supply is also there.

I think we have to keep in mind tha t generalists are often sub­
stituted and trained where we have a shortage of specialists. They 
may request 25 experienced agricu lturalis ts. We may, for example, 
only have the capacity in a particular  project  to recruit 20 of them. We 
feei th at we can recruit  the  remaining five from people with genera l­
ist backgrounds, people who perhaps lived on a farm or something who 
can be trained to work with the other 20, and therefore  get the full com­
plement of 25 that the country requested, very adequately. It  still gives 
the opportunity for service to people right out of college as long as 
we can give the training and the requests are still there.

So we anticipate a continuing component, I would say of around 
25 to 30 percent, in that category.
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INCREASED TRAINING  COSTS

Mr.  H athaway. You ind ica te,  thou gh , th at the un it  pe r capi ta  
cost of  trai ni ng  is go ing  to  go up  because you  are going  to tr ai n  
ind ivi duals  in m ore tha n one field.

Is  it no t possible to re cr ui t the m al read y trai ne d in  mo re th an  
one field  ?

Mr . B latchford. Ye s; we do  that .
Mr . H athaway. S o you can  keep  the  t ra in in g cost down, especially  

wi th t he  num ber s go ing  dow n ?
Mr . Blatchford. Yes. In  fact , we do th at wh ere ver possib le.
Mr . H athaway. You r to ta l trai ni ng  bu dg et  is go ing  up , is th at  

righ t?  Am I  re ad ing i t r ig ht ?
Mr.  Bueh ler . I t  is increa sin g, sir , pr im ar ily  because of  the smaller 

proje cts  requ iri ng  gr ea te r skil ls. We are no t tr ai nin g grou ps  of  100 
or  120 class room tea chers  any longer . We are tr ai nin g groups  of 
pos sibly 20 volu nteers , one who is go ing  to be in  ag ric ul tu re , an oth er  
may be in a he al th  p rogram . Consequently , the ove rhe ad ra te  ag ain st 
th at  type  of  tr ai nin g as com pared to the la rg er  prog rams res ul ts in  
a la rg er  cost per  trainee.

Mr.  H athaway. Y ou mean  because they  are  do ing more th ings ?
Mr. Buehler . Because  you hav e a sm all er grou p to  spread  your  

overhead  aga ins t.
Mr . H athaway. Yes,  bu t are you no t trai ni ng , fo r example, even 

tho ug h you are go ing  to  use only one ag ricu ltu ra lis t in one pa rt ic ul ar  
proje ct,  you a re sti ll trai ni ng  1.000 agr icul tu ra lis ts  f or  o ther pro jec ts?

Mr. Blatchford. Bu t you do no t tr ai n  them tog eth er.  When the 
Peace Corps  was in hea vy num bers of  volun tee rs in few er dif ferent  
fields, pe rhap s 200 E ng lis h teache rs wou ld go to one plac e, t hey wou ld 
all have one trai ni ng , an d ar rive  in a c ou nt ry  to gethe r. Th ere fore,  you 
could keep  yo ur  tr ai ni ng  ove rhead very low. When we go fo r more 
spe cia list s—f or  example, we sent 172 ind ivi du al placem ents to individ­
ual  places, they  h ave  t o be tac ked on wi th  a  ra th er  com plic ated tr a in ­
ing s tru cture in t he  lan guage s. The overh ead  cos t pe r t ra inee  therefore 
is g rea ter .

You are  tr ai ni ng  few er peop le in each ski ll, an d you tak e the same 
am ount of  fac ili tie s to trai n 10 as it wou ld to tr ai n  15 o r 20. So with 
sm aller groups  of volun tee rs goi ng in to more diverse prog rams than  
eve r before, int o more a rea s, more  co untrie s, you have a s lig ht ly  h igher 
tr ai ni ng  cost pe r vo lun tee r, bu t only because they  are  smal l gro ups.

We are  able to reduce  som ewh at the costs of  trai ni ng  because the 
specia list s, as you indic ate , come in al read y trai ne d in th ei r fields. 
However , th ere is st ill the c ul tu ra l t ra in ing,  the la ng uage  tra in in g,  an d 
the a rea t ra in in g that s til l has to go on.

Mr.  H athaway. Do you t ra in  as  a g roup  i f the y go in to one p rojec t?
Mr.  Blatchford. Yes; the y do. Ex ce pt  now we hav e 547 dif ferent  

pro jec ts,  and  th at is many more tha n t he re were.
Mr. H athaway. T hat  m eans  547 dif ferent  t ra in in g prog rams?
Mr.  B latchford. D iffere nt gro ups, d iffere nt pro gra ms .
Mr . H athaway. Will  th ey  a ll l earn  ab out  w ha t the o ther  is do ing?
Mr. B latchford. No, sir .
For example, there are 14 differe nt dia lec ts an d lan guages in In di a,  

seven dif fer ent lan guages  an d dia lec ts in the Ph ili pp ines . Th ey  will
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and get additional language train ing.

Mr. Hathaway. And you have not been doing this before?
Mr. Blatchford. No, we have not been doing it for such small 

groups for such diverse programs. We had  many fewer programs and 
in fewer areas, with larger groups, therefore lesser number of tra in­
ing programs, large r in content, able to use the facilities to a greater 
extent than  we are able to now.

Mr. H athaway. Will your costs for tra ining and costs fo r every­
thin g else be cut by the consolidation with VIS TA and the other 
volunteer groups?

Mr. Blatchford. I do not believe it will affect training costs. It  
will reduce administrative costs, and I am sure  it will reduce the  re­
crui ting  costs, the  common kinds of recru itmen t; but training is still 
so individual and so diverse tha t we will not go back to the days of 
giant training camps and gian t training programs.

E FF IC IE N C IE S  IN  N E W  AG EN CY

Mr. H athaway. There  should be some overlap.
Mr. Blatchford. W ith domestic and interna tional?
Mr. H athaway. Yes.
Mr. Blatchford. Well, to thi s degree, to the degree tha t a man who 

spends 3 years-----
Mr. H athaway. Where a man spends time in the United  Sta tes?
Mr. Blatchford. T o the degree tha t the volunteer comes back al­

ready train ed in the projec t where he knows his field, very little t rai n­
ing will be needed for him, versus the new man coming into VISTA. 
So the third-year man will not need any additional train ing.

Right now we have more volunteers s igning up for a t hir d year in 
a country than ever before. Therefore , the country is gett ing more 
of tha t skill and you have less continual influx of volunteers. 

separate budgets for action components

Mr. H athaway. Now, even though  you are requesting separate  
budget requests for V IST A and for Peace Corps and o ther organiza­
tions tha t are in this new consolidated group, does that mean the 
funds can be merged after they are appropriated? So, tha t if we 
appropriate whatever you are requesting here, is there any guarantee 
that you are  going to  get th e money and be able to use i t or will the 
administ rator  be able to take half your funds and throw it into 
VISTA if he thinks  that is where the money should go?

Mr. Blatchford. No.
Mr. Hathaway. E ither this year or in the futur e? That is one of 

the reasons I was opposed to the consolidation, because I  thought 
that could happen.

Mr. Blatchford. It  cannot happen this  year because the executive 
reorganization plan does not change the functions, and cannot really 
transfer the money from one author ization  or appropriation  to the 
other.

In  the future, should it go in on one bill for the following year-----
Mr. Hathaway. Which it will do.
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Air. Blatchford. Which it probably will do, we still anticipate 
testi fying  before more than  one committee, and earmarking those 
funds for interna tional  domestic, whatever, as the Congress sees fit. 
The Congress can still control that.

Mr. P assman. Will the gentleman yield ?
Air. Hathaway. Yes.
Air. P assman. I do not see how we could ever administer a program 

successfully of that type, where you mix foreign with domestic. I 
just  do not  know how you are ever going  to be able to do it.

Thank you for  yielding.
Air. H athaway. This danger does exist, does it not , th at funds th at 

we may appropriate for you, not necessarily this year but say for  fiscal 
1973, could be used for some other agencies within  this new group?

Air. B latchford. I do not believe so, Congressman. I  think tha t the 
Congress has every r ight to earmark  and control the disbursement of 
the funds.

Air. Hathaway. Provided we specifically say tha t to you?
Air. Blatchford. Yes, yes. We would probably, internal ly, do it any­

way in our planning as to what degree we plan the funds to go into 
interna tional , domestic, and so testi fy here when we came up. If  you 
wanted to assure it, I am sure you could do that.

Air. H athaway. But if there is no congressional mandate, the Presi­
dent, whoever he may be tha t year, can do whatever he wants, just as 
they have done in OEO, where they have made other transfers, which 
I  do not  say are bad. It  is within  the adminis trato r’s discretion if we 
do not say something, so we had bet ter say something i f we want to be 
sure you are going to get the money afte r this fiscal year. I want to 
follow up your question, Air. Chairman, on individual Peace Corps 
trainees.

PEA CE CORPS OATH

As you indicated, they are required to take some kind of an oath to 
support the Constitution. Although I realize most Federal employees 
can say whatever they want to say off-hours, these people are really 
ambassadors from the United States. Are there  any rules or require­
ments ?

Air. Blatchford. Yes, there  are. I  would be happy  to submit for the 
record our plan, not our plan but our policy on this.

(The information follows:)
Since 1961, Peace Corps has held  s teadfastly  to an apolitica l course. This policy 

is the  keystone  of the  Peace Corps’ long-term commitment to serve the peoples 
of our host countries and to serve  them effectively.

Volunteers are  not  required to represen t official U.S. foreig n policies nor  are  
they  required to avoid discussing U.S. policies with host  country  nat ionals  with 
whom they come in contact . They must be sure, however, in sta tin g the ir views 
th at  they do not leave the  impression th at  they are  speak ing in behalf  of the Peace  
Corps or the  U.S. Government.

It  is Peace Corps policy th at  volunteer expression of  opinion on pol itical issues, 
whe ther  United  Sta tes  or hos t country, may be made only in a private man ner 
within our host countries . Obviously, the  volunteers must avoid becoming involved 
in the  po litica l affairs  of the  ho st count ry. The Peace  Corps’ commitment is  not to 
the  pol itica l forces of a nation but to its people, and its  responsibility is to the  
agencies  of government through  which the  people can be assis ted. A vio lation of 
these  policies  may res ult  in term inat ion.
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Mr. B latchford. Volunteers are allowed to speak privately and say 
what they wish. They are not allowed to part icipa te in local politics, 
nor engage in any kind of public demonstrations overseas in their 
country. These are grounds for dismissal from the program.

But the volunteers themselves are, I  would say, often less outspoken 
than  Members of  Congress who travel around and are critical of our 
policies and administra tion in many instances. So they are  not the only 
ones who are-----

Mr. Passman. I take exception to tha t in behalf of Members of 
Congress.

Mr. Hathaway. Yes; Congressmen and other Federal employees 
do not  serve the same functions as these people are serving. They are 
ambassadors.

Mr. Blatciiford. The theory, as i t was set up, was th at volunteers 
are such tha t they ought to represent more of the American people as 
an open society, as people who are  capable of going and showing that 
we are able to say our opinions, because that is the kind of society we 
are at home and tha t is the kind of society we represent. And to, in a 
way, provide a rea l breath of fresh air  in many countries who can see 
tha t our people represent the basic population  a t home and come from 
our citizenry, rather  than ones trained and indoctr inated to be diplo­
mats, soldiers, and so forth. Tha t is the theory behind the program, 
and it  is still legitimate.

Mr. Passman. Have you ever known of any more tha n two people 
to get together, tha t the ir discussions did not become loud to where 
everybody could hear it? Did you ever hear of a person gett ing two 
or three bottles of beer o r a couple of drinks in him that he d id not im­
mediately express his views about the country he is in, with  respect to 
our foreign policy ?

That is k ind of characteristic, is i t not, tha t individuals talk  afte r 
they have had  a st imulant ?

Air. Blatciiford. I th ink it has been traditional.
Mr. P assman. II ow many people have you brought home simply 

because they expressed the ir views? Have you ever brough t any of 
them home ?

Mr. Blatciiford. Volunteers have left who-----
Mr. P assman. You have not answered my question.
Have you brought any volunteers home on account of the ir determi- 

ation to criticize our foreign policy ?

TE RM INAT ION FOR POLIT ICAL  ACT IVITY

Mr. Blatciiford. The answer to tha t is “Yes.”
Mr. P assman. IIow many?
Mr. Blatciiford. Two years ago we had approximately 12 or 13 

volunteers who lef t by mutual agreement. They did not want to stay, 
and we did not want them to stay because they were not interested in 
doing their job. They were more interested in engaging in politics.

Mr. P assman. That is all?
Mr. Blatchford. T hat  is all tha t has been necessary.
Mr. P assman. Under your regime, 13 have been brought home out 

of how many thousands ?
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Mr. Blatchford. About 10,000.
Mr. Passman. You ought to put them in the ministry  if they have 

tha t kind of record because you do not  have tha t many down in any 
town in my home dis tric t that a re so perfect. I f you have those kind of characters, you oug ht to put them in the ministry.  They should not be 
wasting their time in the Peace Corps.

Mr. B latchford. Many of them may go on to do just  that.
Mr. P assman. Yes; chances are that they would and I  would like to see what kind of ministry  they would go in.
Mr. Riegle ?

REACTION OF VOLUNTEERS

Mr. R iegle. Have you taken any surveys of Peace Corps volunteers 
who have successfully completed the ir 2-year service, and if so, what 
do these surveys show ?

Also, do these volunteers feel that they made a significant contribu­
tion to the health and welfare of the people in the country in which they worked ?

Air. Blatchford. According to a survey entitled  “A Survey of Re­
turned Peace Corps Volunteers” by Louis Harris  & Associates of December 1969, the following information was obtained:

Most of the returned volunteers had a good idea of thei r future career areas, and for a majori ty of the  group, th is was service oriented. 
Thir ty-eight  percent of the returned volunteers indicated tha t the Peace Corps helped them change or establish career goals. Sixty-one 
percent of  the returned volunteers said that  Peace Corps helped them advance their careers, while only 9 percent felt tha t Peace Corps had 
slowed them down. Among those who fel t tha t Peace Corps had helped thei r career, a majo rity—67 percent—saw their  Peace Corps experi ­
ence as benefiting them in personal ways. Twenty-four percent men­tioned benefits of Peace Corps to a specific career.

Fifty-seven percent of the returned volunteers had been in school 
since serving in Peace Corps, and 30 percent  of the returned volun­teers who had been in school indicated tha t they had learned a techni­cal or vocational skill in Peace Corps which helped them in school. Language skills and educational experience were mentioned most.

Eigh ty-fo ur percent of returned volunteers had had a job since Peace 
Corps. Of these, 36 percent said th at thev had learned some technical or vocational skill in Peace Corps which helped on the job. I t appears, however, th at in terms of income, the Peace Corps service puts volun­teers about 2 years behind in earning  capability.

Of the returned volunteers, 17 percent termed thei r readjustment 
“very difficult,” 34 percent termed it “somewhat difficult,” and the re­
maining 49 percent said tha t it was “no t particularly difficult.” The 
types of readjustment  problems fall into two categories: (a) reorien­
tation to the American l ife sty le; and (b) difficulty in communicating 
thei r experiences to  Americans. Volunteers often mentioned the fact 
tha t most Americans d id not seem very interested  in what  it  was like overseas. Also, many volunteers, 74 percent, felt  th at they were more 
mature th an other people their own age. Eighty-eig ht percent felt that 
they were somehow different from thei r peers as a result  of Peace 
Corns service. They fe lt that they had a broader outlook on the  world,
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26 percent; were more mature  and responsible, 17 percent; and had 
grea ter sensitivity to cultural variety, 16 percent.

Ninety-one percent  of former volunteers considered Peace Corps to  
be very valuable to  themselves. Volunteers said they grew in personal 
ways, gaining in matu rity, sensitivity and understanding.

Forty-one percent of the  former volunteers felt  tha t the Peace Corps 
was “very va luable” to  the individuals with whom they  worked in the 
host countries. This  feeling was highest among volunteers who worked 
in business and professional, 50 percent, and lowest among agricul­
tura l volunteers, 38 percent.

Only 24 percent felt that the Peace Corps was “very valuable” to 
the host country government. The percentage of volunteers who had 
served in Africa,  40 percent, was str ikingly higher than  in other re­
gions—18 percent for each region.

For ty percent of the former volunteers believed tha t the Peace 
Corps is “ very valuable” to the U.S. Government. The percentage was 
highes t among those who served in La tin America, 48 percent.

REA CTIONS OF CERTAIN COUN TRIES  TO THE PROGRAM

Mr. Riegle. Can you cite any instances where a government with 
which the Peace Corps has been associated has been particularly im­
pressed by the contribution the Peace Corps has made? I would also 
like to ask if  you have had any independent evaluation or audi t taken 
in any of the countries  in which you have a mission?

Mr. Blatciiford. In  response to your question I  would like to pro­
vide the following info rmation , the first of which is the tex t of a letter 
to the Peace Corps f rom President  Diori Hamani, o f the Republic of 
Niger in West Africa .

(The inform ation follows:)
I take grea t pleasure in extending my greetings and congratulations to the 

U.S. Peace Corps on the 10th anniversary of its foundation.
Like many other African countries, from the outset Niger was extremely in­

terested in the late President John F. Kennedy’s innovative offer to send young 
American men and women to all the corners of the earth for the noble purpose 
of serving mankind.

When our country entered the community of nations, it was in grea t need of 
assistance, and the Peace Corps gave i t to us unstintingly,  helping us solve some 
of our most pressing problems in the fields of education, health, and agriculture. 
Moreover, I  feel tha t Peace Corps volunteers, in the ir relations  with our young 
men and women, have passed on some of their  knowledge to them, thus enabling 
them to acquire new ski lls and to pursue more easily thei r subsequent endeavors 
on their  own.

Ever since the first Peace Corps volunteers arrived in Niger in 1962, we have 
attached a great deal of importance to their  relations  with our people, which 
relations have always been marked by mutual respect and close cooperation. I am 
happy to have this opportunity to state how fruit ful this cooperation has been.

In my trave ls in Niger, I have always been impressed to note how, even in the 
remotest villages, Peace Corps volunteers have shared very closely in the lives 
of our people, worked side by side with them, spoken thei r language, adopted 
their  customs and, in sum, done the ir best to become one of them.

I also know tha t many Peace Corps volunteers have been sad to leave Niger 
after completing their Peace Corps s ervic e; some have even considered settling 
here permanently.

In the 9 years since the Peace Corps has been offering its generous assistance 
to Niger, I  have a lways strived to maintain a close relationsh ip with Peace Corps 
volunteers, directors, and programs. I have followed the steps of former Peace
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Corps volunteers af te r they lef t Niger with  gre at inte res t, and I have been partic ula rly  happy when some of them have return ed to our country.
The vastness and the  difficulty of our development efforts  requ ires th at  all its  face ts be coordinated closely, and  I have  always  been favo rably impressed by the  ease with  which the Peace Corps has  adjus ted  to our stru ctures . Moreover, as  we have progressed, we have asked high er skills  and  more extensive tra ining  of our friends. I am very gra teful to th e Peace Corps for responding to ou r wishes by modifying it s rec rui tment  and tra ining  programs  accordingly. Many examples 

may be cited to illus tra te the  extent  of our two cou ntr ies’ joint achievements.  But the re is one poin t I consider particular ly im po rtan t: We have  both gained, we have  both given, and we have both received.
To be sure, our cooperation has  not been withou t its  problems. That was to be expected  because despi te our peoples’ mutual friendship  and devotion to the  same ideal, they  do have  the ir own orig inali ty, two diffe rent  cultures and two sep ara te tradit ions. It  is norma l and even necessary  th at  we should not always see things in the same way. If  indeed we have had  problems,  th at  has been their  sole cause .
Bu t our contacts  and our joi nt endeavors have  tau ght us precisely that  we can rely upon a spi rit  of mutual loyal ty which enables us to overcome our difficulties and  to reach a deeper understanding.  Thus,  by sha ring  each oth er’s lives, both the Peace  Corps volun teers  and  the ir Nigerian hosts  have  become riche r. Peace Corps volunteers have returned to the United States with a new concept of Africa , its  people and its problems, and Nigerians, in turn, have  gained  a liett er und ers tanding of the  United States and developed an intere st in th at  country . After that  exper ience both partie s will contin ue to be interes ted  in each other’s p rogress . That, as we a ll know, is the  basis  of intern ationa l und er­stand ing.
We are  indeed happy  to be your par tne rs in thi s noble and exci ting undertak­ing, based on the ideal of world brotherhood.

His Excellency Droiti Hamani, 
Pres ident of the Repub lic o f Niger.

The following  info rmation  on Peace Corps operations in Niger may be of some addit iona l in te re st :
There are  75 vo lunteers  serving in Niger in five main programs—wells, public heal th, agriculture,  forestry, and English teaching. The fore sty program is espe­cially inte res ting  in th at  a new forest  is being grown on thi s dry and desolate land. A new tech nique h as been developed whereby trees can be pla nted  in special plas tic bags that  sharply  reduce  the need for  normal watering. They are  thus able to survive the  dry  season. Another phase  of th is is a new effort  aimed a t grow­ing grass where  none has  grown for decades. Ea rly  indications are  th at  it  will be a success and already  some tr ibesmen are  benefiting from it. Beyond this the  programs are f air ly sta ndard  and successful.
Please let us know i f you need more informat ion.
As pa rt of its  enabl ing auth orization, the  Insp ecto r General  of the  Depar t­ment of Sta te regu larly  evaluates the programs and act ivi ties  of the  Peace  Corps as a component of the overall U.S. in ternat ion al program. During the  fiscal y ear  1971, repo rts were made by the Inspector Genera l which covered the  following countries  in which Peace Corps is act ive : Dominican Republic, Fiji , Ira n, Niger, Philippines , Sie rra Leone, Tonga, Upper Volta, Western Samoa.

MULTILATERAL VOLUNTEER CORPS

Mr. Rieole. Has there been any attempt on the part of the Peace 
Corps to form multi latera l units with Peace Corps type volunteers from o ther countries  ?

Mr. Blatctiforo. Yes; Congress has designated the Peace Corps in 
title  II I of the Peace Corps Act, as the agency “to encourage the de­
velopment of and pa rticipation  in in ternational voluntary service pro­
grams and activities.” We are contributing funds and volunteers to 
the United Nations volunteer program, to the Interna tional Secre tariat 
for Volunteer Service and to the Internatio nal Volun tary Services 
under  the mandate from Congress in fiscal year 1971.
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TE RM INAT ION OF PROGRAM IN  PA NA MA  AND  BOLIVIA

Mr. Riegle. I understand tha t the Peace Corps has been asked to 
leave two countries in Latin America, Bolivia and Panama. Could you 
describe for the committee what untoward incident occurred in these 
countries to cause Peace Corps members to be asked to leave ?

Mr. Blatciiford. The Panamanian Government requested termina­
tion of the bi latera l agreement under which the Peace Corps operated 
in Panama  on the basis of the following two reasons:

1. Panama had established, with substan tial U.S. help, their own 
volunteer corps and would be relying  upon it heavily for volunteer 
resources where they were needed to carry  out grass roots social and 
economic development in the country.

2. Where the Panamanian volunteer corps is unable to meet the 
needs of Panama, the Panamanian Government has  elected to affiliate 
itself with the Inte rnat iona l Secre tariat  Volunteer Services based in 
Geneva, Switzerland.

The Peace Corps was given 90 days to effectuate its withdrawal. 
This  was accomplished in an order ly, efficient manner by May 12,1971. 
The charges which finally led to Peace Corps withdrawal from Bolivia 
were mult iple—a combination of government instability and pressure 
from the radical le ft who directed sufficient hostile propaganda  toward  
the Peace Corps to convince President Torres and the Bolivia Cabinet 
tha t the  1962 agreement should be terminated.

PROGRAM LI MIT AT IO N

Mr. Riegle. H avin g been Director of the  Peace Corps for approxi­
mately 2 ^  years, what do you see as its chief limitations to its goals? 
Are you, for example, in critical need of manpower, money, or any 
other resource tha t you don’t have ?

Mr. Blatciiford. Overall,  the  greatest limitat ion on me has been— 
time. Time in any given day to do the myriad  of important tasks 
facing me. Time for my staff to do likewise. While any administrator 
can always use a li ttle extra  funds and manpower, Congress has been 
suppor tive of Peace Corps and has given us sufficient resources to 
do the job mandated by the Peace Corps Act. We, who are so deeply 
involved in the important work of Peace Corps, which is the work 
of helping the less fortunate of the world help themselves, tend to 
be impat ient with our own results. We see so clearly the enormous 
problems of hunger, disease and ignorance t ha t we can never be satis ­
fied th at we are doing enough to resolve them. We tend to be critical 
of ourselves that we aren’t doing all th at is possible with the resources 
provided by the American public, and that we aren’t able to stretch  
our days and months, and even years, so th at we could do more.

In  a more conventional reply to the question, I have felt that  the 
arb itra ry limitat ion on our  use of administrative  funds as compared 
to program funds has hampered our effectiveness. This limita tion 
arises, I  feel, because there is no other agency of the  Government with  
whom Peace Corps can be compared in a realistic  way. Therefore, 
comparisons with others, th at is, AID, become comparisons of apples 
and oranges. Fo r example, we might  provide 7,000 man-years of
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volunteer service abroad which are charged to program funds. Our 
per man year costs, however, m ight  only be one-quarter of an AID  
technician’s because volunteers serve for only a living allowance 
remuneration. Yet our administrative costs, that  is, my salary, our 
accountants’ salaries, our country directors’ salaries, and our pay­
ments to State  for administrative suppo rt, are based on managing 
these 7,000 man-years of  effort. I  submit that the management respon­
sibilities and demands are as grea t as if we paid the volunteer a 
technician’s salary and benefits. To calculate our admin istrative costs 
as a percentage of our program costs and compare it  to other agencies 
paying program personnel salaries does not appear fai r to me.

STATUS OF PEACE CORPS IN  PA KI ST AN

Mr. Riegle. In  the recent invasion of E ast Pakistan by West P ak ­
istan, were there any Peace Corps volunteers in either of these two 
areas th at were affected by the invasion ? How are Peace Corps volun­
teers advised to deal with this kind of political instability?

Mr. Blatchford. There are currently no Peace Corps programs in 
Pakis tan. There  were, to the best of our knowledge, no Peace Corps 
volunteers in either Ea st or West Pak istan  at  the time of the invasion.

Peace Corps volunteers are advised of the political policy of the 
Peace Corps at the outset of their service. Dur ing a period of political 
crisis in a given country, the  country d irector  may reite rate th is policy 
if he feels the situat ion warrants such. A lternatively , the volunteer 
may initia te a discussion of this policy with the country director at 
any time.

PROGRAM EM PH AS IS

Mr. Riegle. How does the  Peace Corps or how do you determine 
where the Peace Corps emphasis will be placed in the countries in 
which you assign volunteers? For example, it is my understanding 
tha t the most u rgent problem in Latin America today is population 
growth. Do you have volunteers in Lat in America working on this 
problem and* what would be the percentage of thei r effort devoted to 
family planning?

Mr. B latchford. Essentially, Peace Corps responds to the needs of 
a given country as ar ticula ted by its government through specific re­
quests for volunteer skills and program development.

The family planning strategy for Peace Corps was reviewed by a 
panel of experts in 1970. Preva iling  opinions suggested a somewhat 
cautious approach in the direct use of volunteers in family planning 
projects. This approach is being followed in Lat in America due to a 
high level of sensitivity to the subject and political misinterpretations 
which may derive f rom the keen feelings of Latin s on this subject.

There are currently seven volunteers working in the Dominican 
Republic in the administra tion of family plann ing programs along 
with thei r Dominican counterpar ts. They are not included in the p ro­
motional work of the program. A modified job to provide involve­
ment in nutr ition  education is now being worked out to allow deploy­
ment of 10 additional PCV’s in that country.

In  a t least seven other Lat in America countries, volunteers work in 
maternal child health  and nutr ition and other health education pro­
grams with some ancillary  activities in family planning.



735

SELEC TIO N CRITERIA FOR V0LU NT EE R8

Mr. R iegle. In  select ing  volun tee rs fo r the Peace  Corps , to  wh at  
ex ten t has the cr ite ria  changed ? Do you  look  fo r the same  ty pe  of 
individu al  toda y th at you  did 5 y ears ago?

Mr. Blatchford. Th e Peace  C orp s is m oving  ra pi dl y int o prog rams 
wi th wh at we call a mul tip lie r effect, meaning  th at the Pea ce Corps  
volun tee r has effects  in th e host co un try  beyond  the imme dia te work 
he does. We  are moving in to  tea cher  tr ai ni ng , ra th er  th an  classroom 
tea ching . We  are looking to demo ns tra tio ns  of hig h-y iel d, high -p ro ­
te in  ag ricu ltu re  ra th er  th an  com mu nity development . An d we seek 
to  send vo lun tee rs in  othe r fields  who are  no t only ski lled in  cr iti ca l 
dev elopment  are as bu t who  can  up gr ad e the ski lls  o f th ei r host-cou n­
tr y  co un terp ar ts by wo rking  side-by-side du ring  t he ir  y ears overseas.

Mr. P assman. Mr. McEwen?

SPORTS CORPS

Mr. McE wen. I t  is nice  to hav e you here . I have he ard a good dea l 
abou t you,  an d you  are  the one th in g th a t might  commend the Peace 
Co rps to me.

W ha t is th is “S po rts  Co rps” th at  is re fe rred  t o in yo ur  s tat em en t ?
Mr. Blatciiford. I t  is a nam e fo r a new th ru st  to send coaches and 

ath let es  overseas to he lp set  up  rec rea tion and trai ni ng  prog rams fo r 
ath letes.  We  hav e go tte n a good  deal  of  reques ts an d in terest in  thi s.

For exa mple, the Pr es iden t of  V enezue la to ld  Pr es iden t Nixon  tha t 
one of  h is top  pr io rit ies in his  a dm in ist ra tio n was to  t ry  to get  r ec rea ­
tio n go ing  a s a way  of ge tti ng  young people, pa rt icul ar ly  those  in the  
slum  areas,  involved in these kin ds  of  pro gra ms . He  asked if  the  
Peace  Corps  cou ld respon d. Fo rtu na te ly , w ith in  about  00 da ys we were 
able to  find about 20 coaches th at  went to Venezue la to  he lp set up th ese 
prog ram s.

We hav e sent abo ut 11 Oly mp ic medal  w inn ers  overseas as coaches. 
One  o f the  O lym pic  meda l winners  is off to M ala ysia to be the n ati on al 
coach o f t he ir  team. Th is is n ot  a major  p art  of  th e Peace  Co rps , b ut  it 
is one th at  h as  b ro ug ht  imm ense  good  will  and has been reques ted  by 
th e co untrie s. W e th in k i t has a very exc iting  pot entia l.

Mr . McE we n. I  am pa rt icul ar ly  inte res ted , as mem bers  o f the  com­
mittee  know, in  a lit tle  com munity  in my di st rict  th at  ob tained the  
In te rn at io na l Fe de ra tio n of Un iversit y Sp or ts (F IS U ),  the  Worl d 
St ud en t Oly mp ic game s, bu t t hey hav e financ ial ly overextende d them ­
selves. For  lack of be ing  able  to get  an y Fe de ra l su pp or t at  all , they  
ma y have to cancel the W or ld  St ud en t Olympic  games.  I  h ad  hoped to 
find some in terest in the Fe de ra l Gover nment , b ut I  d id  n ot find any .

Mr. Blatciiford. Now th at  we have a domestic  ma ndate  st ar ting  
tom orrow , we might  be able  to------

Mr . McE wen . I  am af ra id  the y canceled it. I  th in k it  was a black 
eve fo r Am erica,  bu t I  found I did  no t have anybody at  th e W hi te  
Ho use pa rt icul ar ly  intere ste d. So th at leaves me quite  fre e no t to be 
in ter es ted  in some of th ei r th ings , any more.

W ha t do you  hav e ? A re  these 90-day w ond ers  ?
I  see you tr ai n  them  fo r 90 da ys an d they  t hen become specialist s.
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On page 3 you say in 3 months of intensive train ing, a generalist can be taught  the skills necessary to perform in some paraprofessional roles overseas ? What do you make out of them in 90 days ?
Mr. Blatchford. Principally  agricul tural  specialists.
Mr. McEwen. I f you took a s tudent intern in my office, who was a political science major, what would you do with her in 90 days?Mr. Blatchford. We would train her as possibly a teacher of English  or health specialist possibly in family plann ing or in inoculation pro­grams, child care programs, and so forth.

HOST COU NTR Y VOLUNT EER EFFORT S

Mr. McEwen. Now, if we can take a youngster in this country and in 90 days make some sort  of a specialist out of them and send them to a country where they also have to learn a language, why can we not take one of thei r own young people in 90 days, they do not have the language problem, if  we have somebody speak the ir language and train them to do i t ?
Mr. Blatchford. In  fact, tha t is what we are starting to do r igh t now. We are helping them set up thei r own domestic Peace Corps; Korea, Ghana, Panama, Ethiop ia, and Ir an  have already set theirs  up. We work alongside them. I think this is an important direction.
The Ghana program is part icula rly interesting because some of our specialists, are introducing now very quick training methods de­veloped in this country to tra in in a short period of time young Ghanaians in skilled trades, so they can go on to get jobs or service opportuni ties in the ir own country. I think it is a very interesting program.
Mr. McE wen. What paraprofessional  roles would you prepare them for other than teaching  and health ?
Mr. Blatchford. Hea lth and agriculture, basically, those three.

agricultural training

Mr. McEwen. W hat  do you do in 90 days in agricul ture?
Mr. Blatchford. Well, you have heard of the new miracle strains of wheat and rice and the green revolution in Asia. Las t year I  visited Malaysia, Thai land,  the Philippines,  and I saw young men, many from New York City, who had been trained at the Bice Ins ti­tute  in the Philippines on all the methods of these new grains, and they were actual ly able to work with farmers and tripl e thei r rice production by introducing this in Asia.
Now an important area we have moved toward is more specialists, more agricu ltural experts. They can often be trained to do some of the field work, almost as extension people, under the general super­vision of the agricultura l specialists in the local Ministry or agency along with our specialists.
Therefore, for  example, in Nicaragua they learn simple things like beans and corn. They will go on horseback 14 hours a day in the most remote areas working with farmers introducing these techniques. I t takes a very committed person to do this, if  this has not been his background, but we do find some of these people and they are cer-
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tain ly worth the  training we can give to them because they are  willing 
to go to those areas.

A more skilled man with his family might  not be able to get into 
those areas. He would work in the cities, but the generalist can be 
train ed to do this.

PEA CE CORPS POLIC IES

Mr. McEwen. You said originally t ha t th roug h your t rain ing  p ro­
gram you have with the volunteers now, they learn “what  our 
policies are.” Is there any directive given to them? I think you 
touched on this  in answer to something Mr. Hathaway  asked.

Is there any directive given to them as to  what they shall not do, 
what  is prohibited in their conduct ?

Mr. Blatciiford. Yes.
Mr. McEwen. What are the no-no’s ?
Mr. Blatciiford. In general, they are told they cannot part icipa te 

in any way in local politics, they cannot parti cipa te in any public 
demonstrations about local issues or internationa l issues. They are 
there  and they are basically oriented to do the job tha t they are tr ained 
for, and not to engage in  local o r inte rnational disputes in any public 
or ostensible form. Privately they can say what they thin k about 
things.

Mr. P assman. Will the  gentleman yield ?
Mr. McEwen. I would be happy to yield.
Mr. P assman. While we are calm, you did say tha t they did not 

have to  subscribe to the same policy as other Americans going abroad,  
those with the Embassy and those in the military ?

Mr. Blatciiford. T ha t is right. They are under a d ifferent-----
Mr. Passman. Y ou have answered the question. You could write a 

book on it. Thank you.
Mr. McEwen. Do they take an oath of allegiance ?
Mr. Blatciiford. Yes, they take an oath to uphold the Constitution.

PEA CE CORPS ASKED TO LEAVE

Mr. McEwen. How many countries have the Peace Corps volunteers 
been asked to leave since you took over, Mr. Blatchford ?

Mr. Blatciiford. That is a difficult question. Some were already 
asked to leave before I got  here. Since I came in, we have left Libya-----

Mr. McEwen. P ardon, Libya ?
Mr. Blatchford. Libya, Somalia.
Mr. McEwen. Tha t is not listed on page 3 of this congressional 

presenta tion book, is it ?
Mr. Blatciiford. It  could be, because thi s is covering the  la st year . 
Mr. Buehler. Th at is on page 5, sir.
Mr. McEwen. What other countries, Mr. Blatchford?
Mr. Blatchford. Libya, Somalia.
Mr. McEwen. Where would Somalia be listed ?
Mr. Buehler. On page 3.
Mr. McEwen. Somali Republic.
Mr. Blatchford. We left  Guinea this  year, which was as much a 

decision on our own as failure to renew visas.
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Mr. P assman. H ow about Ceylon ?
Mr. McEwen. Guinea is on page 3.
Mr. Blatciiford. Guinea, Ceylon.
Mr. McEwen. Where is Ceylon ?
Mr. Blatchford. On page 5.
Bolivia.
Mr. McEwen. What  page is tha t on ?
Mr. Blatciiford. Four. I might note tha t when the  l efti st student campaign resulted in the ouster of the volunteers from Bolivia, the President of Costa Rica, who is a very good f riend of America, Presi­

dent Figueres, asked that  all of the volunteers in Bolivia come to work in Costa Rica in his country because he though t the Peace Corps was 
extremely valuable to his country—and it had been—and asked tha t we come there.

Mr. P assman. Could it  be we just made them a large g rant aid about that  time ?
Mr. B latciiford. No; it had nothing to  do with other activities.
Mr. P assman. Had  the Peace Corps been there before?
Mr. Blatci iford. The Peace Corps had been already operating there 

very successfully.
Mr. P assman. I do not want to interrupt  the gentleman’s tra in of thought.
Mr. McEwen. You have given us five countries, since you became Director, tha t have asked tha t the volunteers withdraw from the part icular country  ?

N E W  CO UNTR IE S

Mr. Blatchford. Yes. I might add two countries which were in the 
process of phasing out the Peace Corps, Malawi, which you mentioned last year, Air. Chairman, and Turkey, have now asked for more tech­
nical help in the fields we have been talk ing about. So that has been a reversal of policy in those two countries, and we have also entered new countries.

We have entered Mauritius, Mali, the Congo, and Malta in the last year.
Mr. McEwen. I notice of the five you mention, I  was just looking at 

the figures on the number of volunteers, in the Somali Republic, a p­paren tly the year in which we had the greatest number of volunteers, 
according to the information on page 3 of your congressional presen­tation Jiook, was 1966. Then there were less there the following year, in 1967 and less in 1968, and in 1969 i t was down to 42, then  the p ro­gram there  was terminated.

Does th at indicate they were asking for a cut-back before you came into office?
Mr. Blatciiford. No. The Peace Corps was already in the  process of phasing down many of its teaching programs in Africa.
If  you look a t Africa  and you looked at  teaching, you would see a considerable reduction in the number of classroom teachers which ab­sorbed great  numbers in Africa. That was a policy decision on the part of the Peace Corps.
Mr. McEwen. In Guinea we were out, in, out again, in again. Now we are out.
Mr. Blatciiford. That is right.  It  is a very flamboyant countiy.Mr. Vandervort. I t is also true of Ceylon.
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PEA CE CORPS ASKED TO LEAVE BOLIVIA

Mr. McEwen. Wh at was the occasion th at brought about our leav­
ing Bolivia, Mr. Blatch ford  ?

ISIr. Blatciiford. It  was a campaign by a left ist student group 
throughout  the country accusing the Peace Corps of a number of 
things, including sterilization of women, CIA  involvement and a 
number of things, based on what I believe has been a ra ther effective 
Peace Corps program in the rura l areas. This campaign, during a 
very unstable period political ly in tha t country’s history, resulted  in 
the President of the country asking the Peace Corps to termina te.

The President, himself, did not reiterate these charges. There is no 
evidence whatsoever that the Peace Corps did anyth ing bu t good work 
in Bolivia.

Mr. McEwen. They also got out of Guyana, did  they not?
Mr. Blatciiford. Guyana, tha t is correct. In  fact, the Government 

of Guyana decided to dispense with all  volunteer act ivities of all coun­
tries in that time period.

Mr. McEwen. What was the reason behind th at ?
Mr. B latciiford. T hat  was their own reason, to nationalize and not 

depend on foreign help, which is of course a reason many governments 
have given, Tanzan ia and other places, simply to go it  on thei r own, 
not to have any outside volunteer forces.

multinational volunteer efforts

Mr. McEwen. My last question has to do with this multina tional 
undertaking. Are the other nationals also volunteers?

Mr. Blatciiford. Yes; they are, f rom Norway, Chile, Austria. We 
have programs in  Panama and in Yemen where we participate  with a 
limited number of volunteers  along with  the o ther countries. They are 
all volunteers, a ll car rying  out similar missions.

Mr. McE wen. In othe r words, these countries have programs simila r 
to our Peace Corps program ?

Mr. Blatchford. To the Peace Corps, that is right.
Almost every European country has begun a Peace Corps-type 

operation in the last 10 years.
Mr. McEwen. Thank you very much, Mr. Chairman.

PEA CE CORPS NA ME

ci fcJD,

Mr. P assman. Thank you, Mr. McEwen.
I  think the gentleman knows th at I have taken the same position 

today tha t I  have during  the entire period of the  Peace Corps. I was 
very fond of President  Kennedy personally, and I liked Sargent 
Shriver, bu t I  did  not like the Peace Corps because it was a misnomer. 
The name “Peace Corps,” there is no jus tification for giving  it  such 
name because it is not in the field of working out peace; it has nothin  
to do with it. I t is in the technical aid field, teaching, impart ing knowl­
edge ; is tha t right ?

Mr. Blatchford. Well, I might—I do not agree-----
Mr. Passman. You do not answer the questions.
Are they not ?
Mr. Blatchford. I  will say no.
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Mr . R ooney. The  answer is “N o” ; that  is simple.
Mr. P assman. Tha nk  you v ery  much.
Mr. Blatchford. Th e ans wer is  “No” because  th e Nobel Pea ce Pr ize 

th is  year—th e Nobel Peace Pr ize Comm ittee aw ard ed t he  peace pr ize  to  D r. No rm an B or lau g,  whose j ob was to develop  new s tra ins of ag ri ­cu ltu re  and to feed m ore pe ople ------
Mr . P assman . T here have been a lo t of  peo ple  who go t th at  Nobe l 

Peace  P rize  where , if  they  could wi thdraw  i t, the y wou ld, I  am sure.
Now le t’s keep the  rec ord  st ra ight . For vari ou s reason s you  hav e been 

ask ed to remove Peace  C orpsme n fro m 14 cou nt ries ; is th at  t he figu re you  g ave  me e arl ier ?
Mr. B ueh ler . Yes, sir.
Mr . P assman . F ou rte en  c oun tries. Did you inc lud e Pa na ma?
Mr . Bueh ler . Yes, sir.
Mr.  P assman. Bolivia  and Ceylon?
Mr . Blatchford. Yes.
Mr. P assman . But  th e t otal  is  14. T ha t is a miserable  record. I know th at  we all  share  the  shame toge the r.

PEA CE CORPS AND THE DRAFT

Now it  is my un de rst an ding  th at  a n individu al  in the  Pe ace  Corp s is  exempt fr om  the  dr af t,  is he not  ?
Mr. B latchford. No ; th at  is not  correct.
Mr . P assman. 1 sa id whi le he is  in th e P eac e Co rps.
Mr. B latchford. No ; th at  is not cor rec t.
Air. P assman . Ho w ma ny has the Ar my  dr af te d out  of  the Peace  Co rps ?
Air. Blatchford. AVhat th e Peace  Corps  receives is a p ostponem ent  of  th ei r ind uct ion .
Air. P assman . You do not  give  the  corr ect  answ ers.
I say while  they  are in the Pea ce Corps. They are  exe mp t fro m the dra ft  while  the y are  in the Peace  Cor ps,  is tli at  cor rec t?
Air. B latchford. T hat  is no t a co rrect st atement.
Mr . P assman . T he n do the y d ra ft  t hem  out of  the  P eac e Corps?
Mr. B latchford. Th ey  d ra ft  the m while they  are  in th e Peace  C orp s; yes.
Air. P assman. H ow  many hav e you ha d dr af te d into the Ar my out of  the  rank s of  the  Peace  Co rps  ?
Air. B latchford. I could  fu rn ish th at .
Mr . P assman . Do you wa nt to  give  us an est imate  on it  ?
Mr.  Blatchford. D o we have an est imate  on it  ?
Air. L eland. Abou t 50.
Air. P assman. H ow many hav e you  ha d in the Peace Co rps  since  th e incept ion  of  the Peace  Corps? W ha t has  been the numb er?Air. B latchford. 46.000.
Air. P assman . 46,000. Now I th in k the  committee  i s en tit led  to know 

if  the Ar my has ac tual ly  dr af te d mem bers  of  the Peace  Corps  bac k home to serve in th e a rm ed services.
Air. Leland. In  a sm all numb er of  cases.
Air. P assman . H ow m any ?
Air. Leland. Abo ut 50.
Air. P assman . Fi ft y  ou t of  how many thou sand  ?
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Mr.  B latciiford. Bu t that  has been tak en ------
Mr.  P assman. Wai t a m inu te, I  am ask ing  the  ques tions .
Mr. B latciiford. Yes.
Mr.  P assman . And you answe r them.
I wa nt to  ge t th at  num ber . IIo w many thousand , how ma ny  al to ­

ge ther  ?
Mr. B latciiford. We  are  est im at ing th at ------
Mr.  P assman. Th e to ta l numb er th at has  been  in the Peace  Co rps  

sinc e i ts incept ion .
Mr.  B latciiford. 46,000.
Mr. P assman . 46,000. The re  hav e on ly been 50 who hav e been d ra ft ed  

ou t o f the Pe ace  Cor ps  in to th e U .S. arm ed  services ?
Mr.  B latciiford. Du ring  thi s service.
Mr.  P assman. D ur in g th ei r service, I  am ta lk in g about d ur in g th ei r 

serv ice.
Now, fo r w ha t reasons d id  they d ra ft  these 50 ?
Mr.  Leland. T he re  were  a ce rta in  numb er— un til  a year  an d a hal f 

ag o alm ost  all  people receive d a de ferm en t du ring  th e tim e they  were  
in  the Peace Corps.

Mr . P assman. O f course, I  k new t hat , b ut  I  was let tin g Mr. Blatc h-  
fo rd  make  his  own r eco rd.  I  know th at , und oubte dly  you know that , too.

PEA CE CORPS DEFERM ENTS

Th ey  were exe mp t fro m serv ice du ring  th ei r tenu re  in the Pea ce 
Co rps  un til  a y ea r and  a ha lf  ago.

Mr.  L eland . Yes.
Mr. P assman. I f  th ey  extended th ei r service in the Pea ce Corps , d id  

they  also  extend th e ex emption  fro m the  dr af t?
Air. L eland. Some d ra ft  b oards  would , and some wou ld not . I t  w as 

up  to  the local d ra ft  boa rds .
Mr.  P assman . I t  is pr et ty  har d fo r me to un de rs tand  thes e evas ive 

answers, because i f y ou ha d 46,000, it  stan ds  to reason  th at  ma ny , many  
tho usands  of  t hem  would  have been dra ft ed  int o the serv ice ha d the y 
no t g one in to  th e Peace  Corps.

Air. Rooney. Will  th e ch air man  pl ease y ield?
Air. P assman . Yes.
Air. R ooney. I  t ak e it  a numb er of these were women who were not 

subje ct to t he  d ra ft  ?
Air. B latciiford. 16,000 wer e women, ma ny are m ar rie d coup les, 

ma ny  a re fam ilie s, ma ny  a re ove r th e d ra ft  age.
Air. P assman. I  ju st  m ade  th e case. Is  that no t w ha t I  s aid , “ a l arge  

nu mbe r” ?

NU MB ER  OF VOL UNT EER S DRAFTED OUT  OF PEACE CORPS

Air. Rooney. L et ’s see if  we cannot ge t a figure  as to how ma ny  of  
th e 46,000 were subjec t to  th e dra ft  a nd  we re n ot  d ra fted .

Air. B latchford. R ig h t; I  w ill tr y  to  find t hat  ou t f or  you ; it  is v ery  
difficult, because af te r they  leave the Peace Corps , ma ny have  been  
dr af ted.

Air. R ooney. Sa rg en t S hr iv er  would have th at  before  3 o’clock tod ay.
Air. P assman. I  wa nt  to mak e the record . I  ap prec iate  th e gentl e­

m an ’s help .
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Mr. Blatchford. There are no deferments any longer. Congressman, so this is i rrelevant as an issue today because the P resident eliminated them.
Mr. Rooney. I t is something to talk about though. It  gives an indica­tion of what this business is. I regret  the day I ever voted a nickel for the Peace “Corpse,” and I  regre t I used to fight for the high dollar.
Mr. Passman. You let me make tha t decision whether it is ir rele­vant. I make that decision, not you. You are the witness. I represent 205 million taxpayers on this  side of the  table. I will be courteous, if  you will permit me.
Now out of the 46,000 tha t served, we would like to have this for the record, what percentage of those, or number, would have been eligi­ble for the dra ft had they  not been in the Peace Corps ?
If  there have only been 50 out of the number of the 46,000 tha t were eligible, then for what reason were they  drafted? Because tha t is a very small number, even if there is only 15,000 of them.
I would assume there are many more than  that , tha t would have been subject to the dra ft had they not been in the Peace Corps.
It  is rather strange that only 50 of them would have been drafted. Of course, I never expect to know the facts. You will get too busv to give me the detailed facts, but whatever you want to put  in the record, I will read i t ; is tha t all rig ht ?
Mr. Blatchford. We would be very happy  to put it in the record.(The information follows:)
Of the 46,000 plus volunteers who have been in the Peace Corps, approximately 27,000 were males within the 19 to 26 age group. Except for the last few year's there was no lottery system. Using the lates t lotte ry callup estimate only about 50 percent of an age group are subject to the draft  and of this group 25 percent would be classified other than 1-A by their local boards. Assuming tha t the current draft environment had existed during the last 10 years, of the  27,000 males only 9,500 would have been subject to the draft.
The number of male volunteers actually drafted out of Peace Corps totals 350.
Mr. Rooney. Over what  period of time were these 50, referred to as a round figure, actually drafted ?
Mr. Leland. The figure, Air. Congressman, refers to people who 

were called out of the field. The figure is much, much larger when it is phrased as to  number of volunteers who were drafted, because, aft er they were finished with thei r 2 years of service, you have a large number who then served in the Army.
Mr. Rooney. Do not confuse things the same as vou have been doing for Mr. Passman. We are only concerned with those who were d rafte d while they were in the Peace “Corpse.”
Mr. Leland. While they were in the Peace Corps, the period was up to March 1970 when the rules were changed.
Mr. P assman. Not any were drafted out of the Peace Corps then?Mr. Leland. No ; 50 were.
Air. Rooney. Then I take it tha t the 50 figure re fers to the history of the Peace Corps ?
Air. Leland, Up to a year and a half ago.
Air. Passman. Under the policy as it was up to the time it was changed, they were supposed to have been deferred?
Air. Leland. I t was up to the local d ra ft board and-----
Air. P assman. AYhat I  want to find out is why they draf ted the 50. I  want to get that . Let’s get the record straight.
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Mr . Rooney. Maybe  the Peace Co rps cau sed  th at . Ma ybe they  
did so me thing rig ht .

Mr . P assman. Maybe they  could hav e.
Th ere  is sti ll no th ing per son al abou t the questions. I  w an t. to  be 

com ple tely  fa ir  because I have take n th is  posit ion  eve r since it  has 
been  my pr ivi leg e to ch ai r th is  subcom mit tee.  I  ce rta in ly  su pp or ted 
Mr. Ke nnedy perso na lly , I  was very fon d of him . I  can say  I  was  re a­
sonably close because of some inc ide nts  betw een us. I th in k he was 
dev elo pin g i nto a very gr ea t Pres iden t.

Mr.  Rooney. Ho w about Mr.  Nix on?
Mr.  P assman . I hav e al read y sa id th at Mr . Nixon  does no t have  a 

gr ea te r a dm ire r o n the  I li ll  tha n Ot to  P ass ma n. He c alled me Su nd ay , 
we h ad  a  v ery  ple asan t vis it, and he wished  me a ha pp y bi rthd ay . He  
kno ws I am going  to  bac k him  up  when I th in k he is righ t. W he n I  
th in k s om eth ing  is wrong, I  am g oing  to oppose h im.

bilaternal technical  aid versus th e peace corps

Th is is an extreme ly miserabl e rec ord  whe n it  is looked at  in  an 
object ive  ma nner.  Let ’s look  at  the so-called bi la te ra l tec hn ica l aid  
prog ram an d we might  also look  at  the U.N . expanded tec hn ica l aid 
prog ram . The se pr og rams have been  in effect fo r 25 yea rs. I  am now 
ta lk in g about your  tec hn ica l aid program .

Now yo ur  people do sim ila r work,  do they  not ? They tea ch, an d 
they  do qu ite  s im ila r wo rk to  t hat wh ich  i s done  in  t he  b ila te ra l tec h­
nical aid  prog ram in  these othe r agencies?

Mr. Blatciiford. Th ere are  ma ny sim ila rit ies  in  them.
Mr. P assman. Al l rig ht . Now le t’s look at  the reco rd.
I  ce rta in ly  do no t wan t to  pu rpo sel y read  t he  facts int o the rec ord 

to cause  y ou  em barra ssm ent.
We have ju st  discussed th e m at te r with  the  agency  abou t t he  po int 

4 prog ram, th e bi la te ra l tec hn ica l aid pr og ram, an d all  the othe r 
tec hnica l aid prog rams. Th ere has o nly  been one coun try , one c ountr y, 
th at sug ges ted  t hat we no t make any ad di tio na l allo cat ion s un de r ou r 
tec hnica l aid pr og ram, an d th at was Cambodia. We hav e no t been 
ask ed ou t of  one single  countr y. I  m ake  th a t fo r the reco rd.

Th e ones th a t you re fe rred  to w ere t he  ones w here we brok e off d ip lo­
ma tic  rel ati on s wi th  th e cou ntri es. Th en  of course we made no ad di ­
tio na l allocati ons .

So whe n you  look at  a pr og ram t ha t is 50 tim es bigg er  t ha n yours , 
has been o pe ra tin g two  an d a h al f times lo ng er a nd  ther e ha s o nly  been 
one coun try  th at sa id “get  o ut ” a nd  c ompare it  to  y ou r record , it  does 
no t l ook good. I f  you peo ple  wo uld l ist en  som etim e r at he r t han  tr y in g 
to establish th is  pr og ram  as a sac red  cow, you  would  find  th a t I  am 
quite  reasonable.

As  fa r as I  am con cern ed, when you  mak e the one sta temen t th a t 
they  a re no t r equir ed  to  sub scribe to o ur  fo re ign policy, t ha t e lim ina tes  
the m fro m my mind  alt ogeth er.  I  would  no t let  one of them  ever 
bo ard an ai rp lan e. Th ey  do no t ha ve to  go out and  make a spe ech  every  
ni gh t su pp or tin g it,  bu t they  ou gh t to  be tie d to  th e sam e type  of  
loy alty, the same  type  of  pled ge,  an d th e same type  of  respon sib ili ty  
as those people who go ab road  in  ou r bi la te ra l tec hn ica l aid an d al l 
othe r aid  prog rams plus  the embassy  per son nel ab road  an d th e mili ­
ta ry  p erso nne l.
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Now if it ever gets around to where they do that, T might be able to> 
find some good they do and I would pu t it in the record and applaud 
them because it is not easy for me to be complimentary. But when you 
try  to justify something tha t the record does not support, it irri tates me.

Let me confess for the record that  I have been wrong. I was wrong 
earli er when I  said tha t President Kennedy allocated $10 million out 
of his contingency fund for the Peace Corps prior to a legal author iza­tion. He did make an allocation prior  to any au thorizat ion, but i t was not $10 million, it  was in the amount of $5 million. That  is the correct figure.

I would like to have you place in the record what par t of the $5 
million you spent and what part was unobligated. I believe I could 
make this statement for the record, tha t part of it was unobl igated; is th at true  ?

Mr. Bueiiler. Yes; $1.6 million was obligated.
Mr. Passman. Tha t makes your record perfect, that even though we cut it every year substan tially below your request, we left you over- funded every year. Tha t will stand up in the record, will it  not?Mr. Blatciiford. Yes, sir.
Mr. Passman. Thank you very much, si r. We will t ry not to repeat that practice.

AD MINIS TRAT IVE EX PENS E

Now let’s return to the original budget request. I think  we had 
bette r discuss the original budget  request because almost every day 
we see programs tha t we are funding that are going to run this 
deficit next year out throu gh the roof. Based upon your original 
budget request of $71.2 million, what pa rt of that  would have been administrative  expense ?

Mr. Buehler. The increase was all in programed funds. I t would have been $28.4 million, sir.
Mr. P assman. I am looking at your original budget and I  am 

asking the question based upon your original budget. If  you will 
only answer my question, I will get around to asking the second question on the inflated budget request.

Mr. Buehler. I believe it was $28.4 million, sir.
Mr. Passman. $28.4 million.
Mr. Buehler. I am sorry, si r; $27.5 million.
Mr. Passman. $27.5 million.
What percentage of $71.2 million is $27.5 million ?
Mr. Buehler. Approximately  a third.
Mr. P assman. Do you have any other agency in Government where 

they spend one-third of the ir appropriations stric tly for the admin­
istra tive expense item? I thin k this is very  pertinent. AID  is asking for  $57.6 million to administer a program of approximately $2.1 
bi 11 i on, are they not ?

Mr. Buehler. S ir, we have the bulk of our workers as volunteers. 
Consequently-----

Mr. P assman. I  am going to get into that.  I  am going to get into 
every bit of it, if you will just answer my question. We will cover 
the entire waterfront.

Now $57.6 million and $2.1 billion, what percentage would that 
be, as the administrative expense?

Mr. Buehler. Approximately  6 percent.
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Mr. P assman. About 6 percent.
Now let’s get into the technical aid program pa rt of the AID  

agency, which is doing about the  same work tha t you are doing. They 
are asking for  $382.4 million for the technical aid program, in the 
same areas, doing the same work, with about the same type of tech­
nicians, except that the ir technicians are more experienced and older.

We would assume they are more experienced.
Mr. Blatcttford. That is right.
Mr. P assman. Let me make this record. I am refer ring  now to  the 

technical aid part . So that par t, the technical aid part of AI D’s re­
quest, is approximately five times your request, is it not?

Mr. Blatchford. That is correct.
Mr. P assman. And if you should apply that same percentage on tha t 

$382 million, one-third, you would come up to what, about $130 
million?

Mr. P orter. $127 million.
Mr. P assman. $127 million?
Mr. P orter. $127 million.

PEA CE CORPS REC RUITERS

Mr. P assman. Now, the reason I am making the point is tha t it 
would appea r to me there  is too much of your appro priat ion used in 
housekeeping and administrative expenses. How many recruite rs do 
you have in America ?

Mr. I nglis. Seventy recruiters.
Mr. P assman. Y ou have 70 recruiters. Take the  city of Atlanta, how 

many recrui ters do you have in Atlanta ?
Mr. I nglis. We have about 17 recruite rs going over an e ight State 

area outside of Atlanta, where the headquar ters is.
Mr. Passman. How many U.S. Army recruiters do they have in 

tha t same area ?
Mr. Blatchford. I do not know, Mr. Chairman.
Mr. Passman. Would you get it and put it in the record ?
Mr. Blatchford. Yes; I will.
(The information follows:)

The Southern Regional Office of the Peace  Corps which is located in Atlanta , 
rec rui ts volunteers from the  following States : Mary land,  Wes t Virginia, Ken­
tucky , Oklahoma, Texas,  Virginia, North  Carolina,  South  Carol ina, Tennessee, 
Georgeia, Flor ida,  A labama, Mississippi, Louisiana,  and the  D istr ict  of Columbia.

As of May 30, 1971, Peace Corps covered thi s ter ritory with 16 recru ite rs and  
18 staf f members.

Army recruit ing personnel for thi s terr ito ry to tale d 2,197.
Mr. Passman. I believe, to be able to qualify  for a recruite r, you 

have to be a former Peace Corpsman, is tha t correct ?
Mr. B latchford. Generally speaking. Not all of them are, but  most 

of them.
Mr. Passman. Generally speaking?
Mr. Blatchford. Yes.

AD MINIS TRAT IVE EXPENSES

Mr. Passman. That is pret ty good.
Now, could you give us a breakdown on this $27.5 million as we
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ap ply it  to th e old budge t ? T he n we w ill m ove in to y ou r rev ised  budget .
He re tof ore, I th in k you prob ab ly pu rsu ed  th at course fo r sev era l 

years , it  was a mu st th at  about 10 da ys  b efo re we s ta rted  h earin gs , to 
am end the budget requ est down wa rd to  show  how con servat ive  they  
were op erat ing th e Peace Co rps.

I t was  qui te a tr ic k to reques t more th an  was needed  an d then  cu t 
it  dow n an d then  la te r we cu t it  ag ain bu t we sti ll le ft  it  gr ea tly  
overf unded.

Now,  ou t of  yo ur  amended b ud ge t req ues t of $82.2 millio n, wh at p art  
of  th at  is ad min ist ra tiv e expense  ?

Mr. B uehler . $28.4 m ill ion,  sir.
Mr . P assman. H ow do  you break th at dow n? Ho w mu ch of  i t is fo r 

ad ve rti sin g?
Mr. B uehler. Six ty- nin e perc en t of i t is f or  sala rie s, sir.
Mr . P assman. Wel l, I  wil l sti ck wi th  the  or ig inal  figure. B reak  it out.
I believe if  we look at  yo ur  own ch ar t, it  shows ad min ist ra tiv e 

expenses , ac tua lly  is 34 p erc en t of  yo ur  reques t, is th a t tru e?
Mr . B uehler. Th at  is righ t.

ADVERTISING

Mr. P assman. W ha t p ar t o f t hat  a ctu all y goes fo r a dv ert isi ng ?
Mr. B latchford. Pra ct ical ly  none, Congressman.
Mr. P assman. P ract ical ly  none, bu t I  wa nt  to know wh at  th e exa ct 

am ount is.
Mr.  P orter. $90,000 in  the  pa st  fiscal ye ar.
Mr.  P assman. Could you b reak  th at  figu re down  fo r th e re cord ?
(T he  in form ati on  fol lows:)

Peace Corps advertising funding— Fisca l year 1971
Item, Cost

Production  of televis ion announcements____________________________$39, 000Replication of television announcements__________________________ 18, 000Production of radio announcements_______________________________  7, 000Replication of radio  announcements_____________________________  2, 000Production of print ma ter ials___________________________________  11, 000Replication of print ma ter ial s___________________________________  0, 000Fee for minor ity adverti sing  agency--------------------------------------------- 6, 000Purcha se of reports on monitoring TV media placement______________  3, 000Trav el ______________________________________________________  6,000
Total __________________________________________________  98,000

Air. P assman. H ow do you  ge t thes e peo ple  across the Na tion to 
ca rry th is  message at  the end of  a news broadcast , “Join  the Peace 
Co rps” ? W ha t do you do, d ra ft  thi s and send it  o ut  to  a ll the TV and 
radio sta tio ns  i n Am erica ?

Air. P orter. We  contac t t hem  d irectly.
Air. P assman. By  long d ista nce .
Air. P orter. Sometim es per son ally.
Air. P assman. You hav e to  send  people  ou t to do th at  ?
Air. P orter. Th ere are  peo ple  in  the field, part  of ou r rec ruite rs,  

who  do  a grea t dea l of thi s.
Air. P assman. D o you ad d th at in to  y ou r ad ve rti sin g cost, because 

if  you  tak e ha lf  a dozen rec ru ite rs,  send the m dow n to a TV sta tio n 
150 m iles away to  prev ai l upon  those people to  e spouse the vi rtu es  o f
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the Peace Corps, th at actually would be considered a pa rt of  it, would 
it not?

Mr. P orter. That is not included in the $90,000.
Mr. Passman. It  is not included. So it could be a very substantial

part then of the  34 percent, could it not. if you put all the little pieces 
together ?

Mr. Porter. I should not thin k so, sir, not a substantia l part.
Mr. Passman. I t is not what you think, my dear f riend; it is what is

the record. Because you do not get all these TV and radio stations 
and newspapers to carry  this without, let’s say, persuasion, if not 
pressure. You do not have to advertise for the bilatera l technical aid. 
you do not have to do it on the U.N. expanded technical aid program, 
and you do not do it on the others.

Mr. B latchford. They have a recruitment program also.
Mr. P assman. I  have never heard  any thing  on any TV program yet 

about the bilate ral technical aid program. I would like to get a gen­
eral idea of how much money you people spend selling th is package to  
the American people.

The only way I  know to put it together is to ask these questions, be­
cause on some of the TV stations, i f you pay for it, you would pay pos­
sibly $7,500 for one spot that  may come over NBC, would you not?

Mr. B latciiford. Yes; tha t is r ight,  but we do not buy it.
Mr. P assman. But there has to be some persuasion to ever get those 

people to give you choice time.
I would like to get into tha t because I think-----
Mr. Blatciiford. They are delighted to do it.
Mr. P assman. I think you are un intentionally selling the American 

people a bill of goods. If  they understand the facts as I  unders tand 
them, I do not think you would be able to sell it.

Mr. Blatciiford. We find-----

COST PER VOL UNT EER

Mr. P assman. This thi ng is sold to the American people on the basis 
of volunteers, but what does it cost per volunteer to put a man in the 
service and take him out for 1 year?

Mr. B uehler. $9,800.
Mr. Passman. $9,800?
Mr. Buehler. But this takes into account all admin istrative costs.
Mr. Passman. H ow much is paid to the Peace Corpsman while he 

is on duty and what does he get until  lie is separated? What does it 
average out per year ?

Mr. Buehler. Approximately  $2,500 in direct payments to the 
volunteer.

Mr. Passman. The total  tha t goes to the volunteer?
Mr. Buehler. Approximate ly $2,500 per year, sir.
Mr. P assman. In addition to that , what subsidies does he get?
Mr. Buehler. I thought you meant in te rms of direct payments. I 

included his living allowance in the $2,500.
Mr. Passman. How about his travel allowance when he is out in 

Thailand, if he wants to jump over to Burma or Ceylon; does he get 
an allowance for tha t ?

6 0 -2 0 8  0  -  71 - p t.  1 - - - 4 9
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Mr. Buehler. No; only a reimbursable allowance.Mr. P assman. What is the difference, if it is reimbursable or whether you advance i t or whether he draws it  before he goes out ? He does not pay i t out of the $2,500 ?
Mr. Buehler. No, sir.
Mr. Passman. Wh at is he allowed fo r that foreign travel ?Mr. Buehler. Per year, that would be approximately $90 for job- related travel.
Mr. McEwen. Would the chairman yield?
Is that total t ransporta tion to get him out to Thailand ?Mr. Buehler. No, s ir; he was talking  about traveling while he is out there.
Mr. Blatchford. Internation al travel is $525.
Mr. P assman. What do you mean “international” ?Mr. Buehler. That is to get him to the site. That is one way.Mr. Passman. If  you have a Peace Corpsman serving in Tha iland, what is the most distant point that  he can travel to? Is he permitted to go to several countries  ?
Mr. Buehler. As pa rt of his work or are you-----
Mr. P assman. He is given an allowance but he may, if he wants to, bum a ride or hitchhike through the country.
Mr. Blatchford. He can take his leave time and his local travel allowance and travel wherever he wants to, as long as he sets  back on the job-----
Mr. P assman. What is his leave time while there?Mr. Buehler. He gets 2 days per month.
Mr. P assman. Twenty-four  days a year?
Mr. Buehler. Yes, sir.
Mr. Passman. What  other? You have only covered a part of that.Mr. Buehler. In the approximately $2,500, I included $216 per year for leave allowance.
Mr. Passman. Thei r leave allowance is in addition to the $2,500?Mr. Buehler. No. I am saying the leave allowance was included in that. He gets approximately $1,400 a year living allowance. There  is approximately $940 put  into a trust account here in the United  States  as a readjustment allowance for when he completes service and he gets $216 leave allowance per year. These arc d irect payments made to him.
Mr. Passman. It  really does not make any difference whether he gets i t out there or when he comes home. I am interested in the total.Mr. Buehler. Yes, sir.
Mr. P assman. If  it is $9,800, ra ther than continue the examination on that , I want a breakdown in the record of what this $9,800 is composed of.
Mr. Buehler. Yes, sir.
(The information follows:)

The listing below reflects the anticipated  average cost per volunteer based on estimated fiscal year 1972 obligations. The direct costs cited are for an entire  tour of service and the preselection costs included take into account a trainee attr ition rate  of 25 percent, that  is, 75 of 100 individuals entering training ultimately serve overseas as volunteers. The total direct costs are converted to an annual  cost by dividing them by 27.3 months (the average tour of service) and multiplying the quot ient by 12 months.
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The indi rect costs are a prorata share of estimated fiscal year 1972 obligations 
for the items cited, based on the anticipated endyear strength of volunteers 
and trainees.

It  should be noted tha t the listing indicates the “cost” of a volunteer and 
not payments made directly to him. Payments which might be considered com­
parable to a salary  include: (1) a living allowance of approximately  $1,400 per 
year for food, clothing, entertainment, toilet articles, et cetera, (2) a leave 
allowance of $210 per year for vacation purposes, (3) a readjustmen t allow­
ance of $75 for each month of service which is deposited in a U.S. Treasury 
trust account and made available to the volunteer when he completes his serv­
ice, and (4) a settling-in allowance of $100 to buy household items, such as 
cooking utensils, tableware, linens, et cetera, when he is first assigned to a site.

In instances where the volunteer incurs costs for job-related supplies or 
travel or has out-of-pocket medical expenses he is reimbursed by the Peace 
Corps.

Average cost per volunteer— fiscal year  1972
Direct costs

Preselection : Coflt

Background investigat ion--------------------------------------------------  $144
Medical exam____________________________________________  17
T ra vel --------------------------------------------------------------------------  180
Training _______________________________________________  4, 344
Readjustment allowance___________________________________  318

Total preselection______________________________________  5, 033

Postselection:
Travel-in ternational _____________________________________
Supplies and services---------------------------------------------------------
Vehicles________________________________________________
Housing-------------------------------------------------------------------------
In-service training-------------------------------------------------------------
Readjustment allowance-----------------------------------------------------
Living allowance_________________________________________
Settling-in allowance---------------------------------------------------------
Leave allowance--------------------------------------------------------------
In-country travel--------------------------------------------------------------
Medical care____________________________________________
Dependent support -----------------------------------------------------------

1, 050 
380 
250 
100
86

1,920
2, 800 

160 
405 
180

1,170
170

Total postselection--------------------------------------------------------- 8, 671

Total d irect cost for tour of service--------------------------------------  13, 674

Annual direct cost------------------------------------------------------------------

Indirect cos ts:
Research ______________________________________________
Title ITI activities-------------------------------------------------------------
School pa rtnership program-------------------------------------------------
Professional sup por t---------------------------------------------------------
Administrative expenses-----------------------------------------------------

24 
21 
13 

398 
3, 413

Annual indirect cost____________________________________ 3, 869

Average annual cost-------------------------------------------------------  9, 873

PEACE CORPS AND BALANC E OP PA YM EN TS

Mr. Passman. A lot of people are under the impression they serve 
for nothing. As far as T am concerned. $9,800 is still a lot of money.

This committee considers in the neighborhood of $9 billion in re­
quests for  foreign assistance. The grand  tota l this year for foreign aid 
assistance is $13,517,628,000, if T remember the figure correctly.

It  is not as good as a real New York play but it is something bo rder­
ing on a good show in New York, to listen to the witnesses run for cov-
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er when you ask them the quest ion: What amount does your agency 
contribute to the balance-of-payments situation? All of them put in 
disclaimers. It  follows, nevertheless, when we put  it all together that 
we are sending out this  year more than we bring home.

Of your asking price of $82.2 million, what contribution would you 
make to the balance-of-payments deficit ?

Mr. Buehler. Approximately $20 million.
Mr. P assman. At least you are forthright. I want to commend you. 

You are the first witness tha t has ever put it righ t on the line.

INSU RA NC E

While these men are out in the field do you carry  a blanket insurance 
policy on them ?

Mr. Buehler. They take out their own policy, sir.
Mr. P assman. Is it a requirement tha t they take an insurance policy ?
Mr. Buehler. I)o you have reference to the-----
Mr. Passman. I am talkin g about life insurance. If  one of them 

should go abroad and lose his life, is he covered with insurance so as to protect his family back home ?
Mr. Leland. There is a way for them to take out low-cost life insur ­

ance. All of the ir health costs are paid while in service, and af ter  serv­ice these costs are paid by BEC.
Mr. P assman. Give me the name; there are over 3,000 abbreviations for government agencies.
Mr. Leland. Bureau of Employees Compensation. The Government 

insures itsel f so they are covered by Government insurance when they get back.
Mr. Passman. Just health?
Mr. Leland. Yes, sir. Not life insurance.
Mr. P assman. I t is not a prerequisite: they may or may not take life insurance?
Mr. Leland. That  is correct.
Mr. Passman. Pakis tan one time asked us to get the Peace Corps- men out. Did we take them out ?
Mr. Blatciiford. Yes, we did. Approximate ly 65-----
Mr. Passman. I believe they said, “Get these children out; we need 

men who know what they are doing.” We are not getting along too well in that part of the world now.

DEM ONSTR ATION  IN  WASHING TO N

Have you had any trouble  in the form of volunteers taking over more of the office buildings  downtown? You knew they engaged in that  activity. I guess it  was last spring.
Mr. Blatciiford. Last spring. No, we have not.
Mr. Passman. Isn t that remarkable, practically all of them were ready to go in the  c lergy and yet they returned , lost their religion as 

soon as they came back to the United States  and took over these office buildings.
How many did they take over ?
Mr. Blatchford. They took over one office.
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Mr. P assman. How many Vietcong flags did  they display?
Mr. Blatciiford. I think they displayed one.
Mr. P assman. Did yon voluntarily accept that behavior or were 

you forced to?
Mr. Blatciiford. We moved the Vietcong flag, and we negotiated 

with them and the following day they left.
Mr. P assman. They did occupy the building?
Mr. Blatciiford. They occupied it for several hours.
Mr. Passman. Un til they got ready to leave. It  would have been a 

mess in Washington if we had permit ted tha t to happen here a few 
weeks ago, wouldn’t it? They could really have stopped the Govern­
ment from functioning, couldn’t they ?

Mr. Blatciiford. It  d idn’t stop.
Mr. Passman. It  would have. If  you had the number tha t we had 

here a few weeks ago, had they been permitted to perform in the same 
manner tha t the former Peace Corpsmen performed, they would have 
closed the  Government down, wouldn’t they  ?

Mr. Blatciiford. If  all of them took over all of the buildings, 
yes.

Mr. P assman. The Peace Corps-----
Mr. Blatciiford. They took over only an office.
Mr. Passman. H ow many were involved?
Mr. Blatciiford. Many thousands of people.
Mr. Passman. How many Peace Corpsmen were involved in the 

takeover?
Mr. Blatciiford. About 25.
Mr. Passman. T hat is what I said. Had  the other people who came 

here been permitted to go through with thei r plans, with the terrific 
number tha t they had they could have taken over every building in 
Washington. It is too bad the same people who stopped these people a 
few weeks ago had not been there to stop these former Peace Corps- 
men, it would have looked better for all of us.

Air. Blatciiford. There was no readiness for that  situation  at that  
time. It happened in a number of different places.

Air. Passman. I knew tha t you would have some defense to offer. It 
was not very good behavior.

RECR U IT IN G  BY  EL EC TE D OFF IC IA LS

I read in this Washington Post ar ticle that  the Peace Corps was ac­
cused of playing parti san politics because Republican Senators up for 
reelection, were used to make professional appearances on radio 
and TV.

AVould you like to comment on tha t ?
Air. Blatciiford. Yes; I would.
As a par t of the public affairs policy, the Public Affairs Department 

requested a number of Senators, mayors, and Governors to par ticipa te 
in ceremonies marking the 10th anniversary of the Peace Corps and 
in recrui ting the type of skilled people we need.

This comment in the paper is misleading. For  example, in Alassa- 
chusetts-----

Air. Passman. AVhat I just said is true ?



Mr. Blatciiford. Yes, s ir.
Mr. P assman . Did you ch arg e th at  to ad ve rti sin g?
Air. Blatciiford. I here was no cost to thi s. It was don ated by the  

Sen ato rs, an d the  ai r tim e was don ated by the  sta tion for free.
Mr. P assman . Som etim es you ju st th in k you are  receiv ing  some­th in g fo r fre e bu t you  find in the  end  it is very expensive . I won der  

if  th at  is no t tr ue  with  Peace  Cor ps adve rti sin g?
Air. B latciiford. I t is also tru e th at  the charg e th at  was leveled again st t he  Re publicans who h appened to  be up f or  election, th ey  fa iled 

to say th at  we also offered th is to Dem ocra ts. AVe did  i t on a no np ar ti ­san  bas is. AVe have a l et ter  sen t to  Te ddy Ke nnedy------
Air. P assman. D id you brag  on t he  D emocrats  then  or s tri ct ly  on the  Republican s ?
Air. B latciiford. AVe said  some nice  th ings  ab out  Eugen e AIcCar thy and------
Air. P assman. You di dn 't a ctu all y a dvo cate th ei r reelec tion , did  you ?
Air. Blatciiford. I di dn ’t adv ocate any pa rt isan  pos ition or  reelec­tion . Ce rta inly in thes e a dvert iseme nts  we d id  not e ither. In  fact , I------
Mr. P assman. You don’t make thes e tr ip s and cha rge  them to the  Peace C or ps ; you m ake  it  ou t of you r own p ockets now ?
Air. B latciiford. T d on ’t make pol itic al speeches.
Air. P assman. Y ou stopped th is?
Air. Blatciiford. The one speech I gav e on Lincoln ’s Bir th da y is 

the one you a re re fe rr in g to th at  co uld be ca lled  p olit ica l. In  the ad ve r­tise ments  Democra ts and Republican s in Alassachuse tts were  a sked  to 
pa rti cipa te.  AA e asked Te ddy Kennedy , the  Se na tor  from Alassachu- 
setts, to pa rti cipa te.  He  d id  not pa rti cipa te . Ed B rooke, the  o ther Se n­
ato r, did  pa rti cipa te.  Bo th were inv ited, but the  Republican  accep ted. Tha t does no t mak e i t p ar tis an  in  ou r view.

Air. P assman. A’on and  I are  not pa rti san.
Air. Blatciiford. 'Phis is not a pa rt isan  cam paign , th at  is corr ect.Air. P assman. Do you  r un  a camp aig n now?
Air. Blatciiford. I am re fe rr in g to the  adve rti sin g cam paign.

REDUCTION OF WASHING TO N STA FF

Air. Passman. A AAashington Post ar tic le  of December 1970 in di ­
cates the  Peace  Dorps  was going  to cut its  AVashington staf f by 10 
percent. I assume t ha t you fina lly fou nd out th at  you were overstaf fed 
and  s tar ted  m aki ng  some cu ts. AA’ould  th at  be a f ai r s tate ment ?

Air. Blatciiford. Th at  is a fa ir  stat ement .
Air. P  assman. Tha nk  you very  much.
In anoth er are a, where we were exam ining  one bra nch of  for eig n 

aid , the  w itnesses s aid  we h ave made a red uct ion , bu t we f ound  out  th at  
they had made  a red uc tio n in direct  hir e bu t o ver  in the co ntr ac t hir e, the  total amoun t o f personnel had incre ased .

Are you ma kin g a gen uine cut here  or  a re there person nel  t ha t you 
tra ns fe rre d to one of  those othe r spigo ts th at  will be un de r your  new agency ?

Air. Blatciiford. The 29-perc ent  cut we re fe rre d to in the opening sta tem ent  is the over all  cut inc lud ing  all pers onnel.
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NEW ORGANIZATION

Mr. Passman. H ow do you propose to operate in fiscal year 1972? 
You have three pieces coining in to make your total, one before this 
committee, one before the committee that  handles OEO funds, and 
one other committee. You are going to go before three appropria tion 
subcommittees, are you not?

Mr. Blatciiford. T hat  is correct.
Mr. Passman. Is all of this going to be carried in  one account or a re 

you going to have three separate and distinct  accounts carrying the 
three operations?

Mr. Buehler. I t will be in one account. The funds will be separately 
identifiable.

Mr. Blatciiford. Separate  books to iden tify that.
Mr. P assman. It  will all be carried in one account and all under the 

name of one agency; is tha t correct ?
Mr. Bueiiler. Yes, sir.
Mr. P assman. Action is the name ?
Mr. Blatciiford. Ac tion; yes, sir.
Mr. P assman. Are you going to apply the  proper name to th is outfit 

tha t you are t estifying  for  today? Call it Action Overseas Branch?
Mr. B latchford. Tha t is correct.
Mr. Passman. You are going to do that ?
Mr. Blatciiford. Yes, sir.
Mr. P assman. If  you ever get away from this phony name, it  might 

not be as bad. It  has no business being called the Peace Corps because 
in all probabil ity you and I know some of them went into the Peace 
Corps to  keep from fighting. Possibly they want peace. I think all of 
us want peace. They are not out there advocating peace; they are out 
there on a vacation and may be doing some good while they are there  
in a technical aid  field.

Why you used tha t name I  don’t know.
Take the second par t of it. Is it going to be known as Domestic 

Action ?
Mr. Blatciiford. Tha t is correct. There is a Domestic Operations and 

an Internat iona l Operations of Action. The volunteers while they are 
serving overseas will continue to be called Peace Corpsmen in the 
various countries.

Mr. Passman. Is th at defined in the legislation or is it just going to 
be the name you are going to give them ?

Mr. Blatciiford. Well, th at is the name we are going to give them.
Mr. Passman. Going to call them tha t like I call you General or 

Admiral?
Mr. B latciiford. Yes, si r; since they already gained recognition as 

Peace Corps volunteers.
Mr. P assman. I thought you would want to get away from recogni­

tion. It looks like you people would finally wake up and know tha t 
they are not popular.

You told us tha t this operation was changing course, tha t you were 
going to get in older people and married  people, people with more 
experience getting in the  field more or less like your bilatera l technical 
aid. Are you still traveling in tha t direction ?
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Mr. Blatciifori). Today 70 percent of those going overseas-----
Mr. Passman. Are you going in that  direction ?
Mr. Blatciifori). Yes, sir.
Mr. Passman. Then T will ask the next question. Wha t percentage 

of these people in the Peace Corps came out of colleges, universities, or 
institutions where they  had experience teach ing or imparting knowl­
edge as professionals?

PROFESSIONAL EXPERIENCE OF VOLUNTEERS

Mr. Blatciifori). Seventy percent of those going overseas today 
have professional experience, technical experience of the sort that you 
just mentioned.

Mr. Passman. By degree or practice ?
Mr. Blatciifori). By both practice and degree.
Mr. P assman. W hat part would be by actual experience? Of the 70 

percent, what p art  of them are you taking out of universities and col­
leges where they are presently teaching?

Mr. Blatciifori). We don’t know the answer to that. I would say the 
great  majori ty of those have experience, part icula rly those in a skill. 
When you get in many of the skills, biology, health, nursing, teaching, 
you must get to the degree, you must have some experience and some 
practice a t th at in the skilled area. I would say the vast major ity have 
experience actually doing the job of that  72 percent.

SMITHSONIAN INSTITUTION PROGRAM

Mr. Passman. In  the fall the Peace Corps announced it was going 
to send hundreds of college- trained specialists abroad to help  foreign 
countries with th eir environmental problems.

Is tha t true ?
Mr. Blatciifori). That is correct.
Mr. Passman. Why in the world would you want to get these people 

involved in this? This trend  looks like this is going to engulf the Na­
tion anyway.

Mr. Blatciiford. Countries-----
Mr. P assman. Wo need them here in this country.
Mr. Blatciiford. Tha t is one of the purposes. The Smithsonian 

Insti tution  is helping to recruit specialists who would serve overseas in 
34 countries helping the nations preserve and protect th eir natural re­
sources. As developing countries, they have an opportunity  to do that 
and avoid some of the mistakes we have made here. They have been 
gettin g these technical people ; 301 were sent over in this last year. The 
Smithsonian would utilize them and th eir experience when they come 
back.

Mr. Passman. Isn’t that  great?
Air. Rooney. I am a regent of the Smithsonian Inst itution and groan­

ing a t this.
Mr. Passman. Isn’t that wonderful? Isn’t tha t something tha t we 

admit is one of the most cri tical problems we have in America?
Mr. Rooney. You could stal l r ight  here in Rock Creek Park .
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Mr. P assman. Yes. Is n’t it one of the most critical problems we have 
here in America ancl we don' t even have trained personnel to take care 
of our  own problems. Do we ?

Mr. Blatchford. Tha t is true.
Mr. Passman. Then why would you want to take these people and 

send them abroad when we don't know how we are going to solve the 
environmental  problems here in our own country? If  they really have 
any experience, which I question whether any of them had a week’s ex­
perience—if they have, why don’t you leave them here and help us 
serve to correct our own problems and at some subsequent date , afte r 
they have corrected the problems here in America, send them abroad?

I guess this is the most serious thing  confronting America; is it not ?
Mr. Blatchford. As you know, Congressman, these fields are inte r­

related. They are not just in one country or another. They are all over 
the planet. These countries have asked for these specialists, and the 
specialists find that  they can do something and contribute years of life 
to it and want to go and do it. It is our job to help supply  these coun­
tries with the new Action agency which-----

Mr. Passman. We have a program to correct the same ills in our 
own country. If you really have competent personnel, don’t you really 
believe our country comes first ?

Mr. Blatchford. I think I do and I think  the Presiden t does also.
()ne of the reasons for the Action Corps now is to-----

Mr. P assman. We-don’t have the personnel to correct our own prob­
lems. I t is a great world. We are trying to tra in people now to work in 
this field, and they are not availab le; is tha t true ?

Mr. Blatchford. Tn some of the people are are sending it is true, 
with people in water pollution and ai r pollution. It is not true in terms 
of natu ral resources, forest conservation, and so forth.

Mr. P assman. W hat do you mean by natura l resources?
Mr. Blatchford. For example, land management. We do have 

enough people in the land-park  system to work on land management 
and reforestat ion and on control of natura l resources. So we are able 
to send people to Chile, to Thailand, and places like that.

As far  as air  and water pollution, this  is a new field in this coun­
try, and there are not enough trained  people.

Mr. Passman. All you are going to do is mess these people up. T 
remember Thailand. I remember that highway we built in Thailand . 
It  started in Bangkok and went nowhere; only the water buffalos used 
it.

Here you are going on to these countries where the natural resources 
have not been disturbed and because you don't have the automobiles 
and large machines we have here, you are going to teach them how to 
take care of their natural resources? You better leave them here in 
America to help us s traigh ten some of our problems out in the same 
area.

IM PO U N D M E N T  OF  FU NDS

Did you have any of your funds impounded ?
Mr. Buehler. Yes, sir.
Mr. Passman. Impounded officially ?
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Mr. Buehler. By the Office-----
Mr. P assman. I am not ta lking about reserving. Did you have any 

portion of your fiscal year 1971 allocation impounded where you could 
not use it in fiscal year 1971 ?

Mr. Buehler. Right, s ir ; $5 million.
Mr. Passman. I am not talking  about the pipeline.
Mr. Buehler. No, sir. I understand what  you mean.
Mr. Passman. Let me go back and ask the question this way :
You had all the money th t you wanted ?
Mr. Blatchford. All that  we wanted.

TR AN SIT ION CEN TER  PROGRAM

Mr. Passman. That is the only answer 1 want. Thank you.
Another Washing ton Post article stated the Peace Corps plans to 

spend $180,000 for a pilot transi tion program to find urban-based 
jobs for  volunteers recently returned from overseas.

You don’t think these people could do a better job themselves than 
you could do for them ? What do you propose to do with the $180,000?

Mr. Blatchford. You just mentioned so many people with experi­
ence and dedication and tr aining are needed back in this country. We 
agree, and we felt tha t the thousands coming back here who have 
been away for  2 years, sometimes 3, ought to have some kind of orien­
tation  as to ‘what the problems are, what programs are  available here 
and how they could continue to serve back home. For  a small amount 
of or ientation and t rain ing it would be of grea t benefit to the country 
to gathe r the services of the people when they came home and imple­
ment the third  purpose of the Peace Corps Act.

Mr. P assman. Don’t you have the Manpower Administrat ion under 
the executive branch of the  Government? They get millions of dol lars 
in appropria tions to do this. Don’t you have the agents set up in every 
State, in almost every town and city  in the Union to do what you pro­pose to do here ?

Mr. Blatchford. Not really; there are no agencies prepared to orient.
Mr. Passman. No Peace Corps agencies, bu t go into my hometown 

of Monroe, L a. ; you have the Department of Labor, and I am sure it 
is true  in your own hometown, where if you are available for a job, 
you go down and register wi th these people. They assist in locating a 
job for you. Are you familiar  with that ?

Mr. Blatchford. Yes, sir.
Mr. P assman. Why do you people have to get into this ?
Mr. Blatchford. Because we can’t expect volunteers to go to every 

single town in the United States.
Mr. Passman. Let him go back where he lives and to his own Depart ­

ment of Labor office.
Mr. Blatchford. He is not just looking for a job. He wants to be 

able to apply the skills and the experience th at he has gotten overseas 
at home.

Mr. P assman. Are you telling me tha t this  man couldn’t state to the 
manager there and tell the man his skills? He is not looking for a job?

Mr. Blatchford. He is not looking for a job.
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Mr. P assman. Is it a pension, handout, or dole ?
Mr. Blatchford. Wha t is the kind of work tha t would be most 

appropriate for his skills and-----
Mr. P assman. Who is going to work tha t out?
Mr. Blatchford. We have a tremendous amount of information on 

mayors, Governors, model city programs, and others who need the 
skills tha t he have developed in urban planning and teaching and so 
forth . School districts come and ask for  the volunteers.

Mr. P assman. Your $180,000-----
Mr. Blatchford. By the way, we would not need to continue this 

program now tha t we have a combined Action Corps. We will be 
phasing it  out in favor  of the direct recruitment program of ex-volun­
teers in the Domestic Corps.

Mr. P assman. Tha t had not been proposed at the time this article 
was released ?

Mr. B latchford. No.
Mr. P assman. You don’t need the $180,000?
Mr. B uehler. No; the funds have a lready been obligated.
Mr. P assman. Isn’t it strange how you justified it and now you say 

tha t you don’t need it.
Mr. Blatchford. I think  it was a very helpful program, and evalu­

ation showed it was fu ll-----
Mr. Passman. Who did you place in jobs or how many brochures 

did you send out explain ing the knowledge of these people who were 
overseas ?

Mr. Blatchford. Some 350 Peace Corps, ex-Peace Corps volunteers 
partic ipated  in sessions which led them to scholarships, jobs and fel­
lowships in urban work in this country. I can furnish for the record 
the exact number placed in jobs, but it was over 350 who partic ipated.

(The information follows:)
Four months af te r the end of each cycle the gra duate s of the program are sent 

a fellow-up questionnaire.  Out of the 207 who completed all five cycles, question­
nai res  have been sent to 122. The 92 responses received to d ate  show that  84 p er­
cent have been employed ; 45 of those ecployed a ttr ibute the ir jobs to the benefits 
of thi s program. Looking at  the  overall program, 57 percent of the gradua tes  
felt th at  the porgram had been very valuable to them and 39 percent thought it 
had  been somewhat valuable.

Mr. P assman. I shall not object to what you put in the record but I 
will be highly suspicious of its content because you have not put your 
best foot forward.

None of the people associated with you in the past and present could 
ever show me that we are not on the minus side of this  outfit and not on 
the plus side, forget ting all about what this thin g has cost us.

EN VIRO NM EN TA L PROGRAMS

These are very elementary programs th at you are talking about or 
have talked about. You have spent $180,000 on this pilot program. 
Have you sent any of these environmental experts abroad?

Mr. Blatchford. 300, approximately.
Mr. P assman. What  countries?
Mr. Blatchford. Th irty -fou r countries.
Mr. Passman. Did they have special training?
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Mr. Blatchford. They have the same tra inin g anyone else gets in 
language and culture studies and so forth.

Mr. Passman. Why did n’t you wait until they get that  ?
Mr. Blatchford. No, they already come as specialists, M.S.’s. 

Ph. D.’s in that field.
Mr. P assman. Didn’t you imply out of the 72 percent of people going 

abroad that  had degrees, only part  of them came out of universities 
and colleges where they had the train ing?

Mr. Blatchford. I said the great m ajority  of them have both educa­
tion degrees and experience.

Mi-. Passman. You never did break it apar t. T will ask that  question 
of the numbers.

You sent abroad approximately 300. Before this gets any bigger, 
place in the record, if you will, thei r ages, where you recruited them.

Mr. Blatchford. Yes, sir.
Mr. P assman. Tf they had any experience, how much, and with what 

institutions.
Mr. Blatchford. Right.
Mr. Rooney. At this point, tell us the total cost to the taxpayers of the 300 people.
Mr. Passman. H ow much is that ?
Mr. Rooney. Plus backstoppers.
Mr. Blatchford. Yes. sir. The total cost of the environmental pro­

gram is estimated to be approx imately  $3 million a year.
(The information follows:)
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ENVIRONMENTAL SKILLS RECRUITED IN CONJUNCTION WITH 
THE SMITHSONIAN INSTITUTION

__________________ _ 32 y r s  .
DVM & BS , U. o f  C a l i f ,  a t  D a v is .
5 y r s .  A s s o c . R e s e a rc h  S c i e n t i s t  an d  D i r e c t o r  
o f  t h e  P r im a te  R e s e a rc h  C o lo n y  f o r  th e  San  D ie go  
Z o o lo g ic a l  S o c i e t y .
D i r e c te d  p r o j e c t  on  e x p e r im e n ta l  b r e e d in g  o f  
no n-h um an  p r im a te s .
P r e v io u s  e x p . a s  sum me r a s s t ,  i n  S m a ll  A nim al  C l i n i c .
1 y r .  a s  l a b  a s s t ,  f o r  m a s t i t u s  r e s e a r c h  p r o j e c t .
2 m onth s in  B r a z i l  s u r v e y in g  co m m er ce  i n  no n-h um an  
p r i m a t e s .
2 m onth s in  R io  M un i s tu d y in g  a c q u i s i t i o n  o f  m onkeys.

, 28  y r s .
PhD Z o o lo g y , T exas A&M.
MS & BS B io lo g y , M a r s h a l l  U.
1*2 y r s .  i n s t r u c t o r ,  v e t .  m e d ic in e , T exas A&M.
4 y r s .  T e a c h in g  A s s t . ,  z o o lo g y , T ex as & M a r s h a l l .  
R e s e a rc h  on p a r a s i t e s  o f  m a rin e  f i s h e s ,  b io lo g y  
o f  s n a i l s .
W if e  h a s  MS E n to m o lo g y , T ex as  A&M (e x p e c te d  8 /7 1 ) ;  
BS Z o o lo g y , M a r s h a l l  U.
R e s e a rc h  on e c t o p a r a s i t i c  a n th r o p o d s .

...........................27  y r s .
PhD w i th  s p e c i a l i z a t i o n  in  S t r u c t u r e ,  E conom ic , 
S t r a t i g r a p h y  and  G eom orp ho lo gy .
MS Eco nom ic  G eo lo g y  an d  S t r u c t u r a l  G eo lo g y ,
U. o f  T e n n e s s e e .
BS G e o lo g y , U.  o f  I l l i n o i s .
3 su mmers e x p lo r a to r y  g e o l o g i c a l  w ork  in  
o f f s h o r e  d r i l l i n g .
2 y r s .  T e a c h in g  A s s t .
1 y r .  A s s t .  P r o f ,  o f  P h y s i c a l  G eo lo g y .
W if e  h a s  MS in  Z o o lo g y  fr om  W a sh in g to n  S t a t e  U . ,
2 y r s .  T e a c h in g  A s s t .
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J___________ -_____ _ 30 y r s .
PhD M ea t and  A nim al S c ie n c e , U. W is c o n s in .
MS A nim al B re e d in g , C o lo ra d o  S t a t e  U.
BS L iv e s to c k  P r o d u c t io n , C o r n e l l  U.
G ra d u a te  w ork  in  z o o lo g y  and  m e te o ro lo g y . 
R e s e a rc h  s p e c . ,  a n im a l s c i e n c e ,  U. W is c o n s in  
( r e p r o d u c t iv e  p h y s i o l o g y ) .
P a r t - t i m e  w ork  in  t r e e  s u r g e r y ,  p o u l t r y ,  d a i r y  
fa rm , a g r i c u l t u r a l  s t a t i s t i c s .
I n t e r e s t e d  in  e n v i ro n m e n ta l  e f f e c t s  on  r e p r o ­
d u c t io n  o f  d o m e s t ic  a n im a ls , a n im a l h u s b a n d ry .

_______- . ' 41  y r s .
PhD Z o o lo g y , U. Wyo ming.
MS W i l d l i f e  M an ag em en t,  U. I d a h o .
A s s o c . P r o f .  E n to m o lo g y -Z o o lo g y  D e p t . , S o u th  
D ak o ta  S t a t e  U. 8 y r s .
I n t e r e s t e d  in  h e lm in th s ,  c o n t r o l  and p r e v e n t io n  
o f  p a r a s i t i c  d i s e a s e s .
W if e  Yvo nn e h a s  PhD A nim al S c ie n c e , MS Z o o lo g y ,
U. Wyoming.
P r o f .  A nim al  S c ie n c e , S o u th  D ak o ta  S t a t e  U. 8 y r s .  
D i r e c t o r ,  P e s t i c i d e s  L a b .,  S o u th  D a k o ta .
I n t e r e s t e d  in  e f f e c t s  o f  p e s t i c i d e s  on  w i l d l i f e .

- 26  y r s .
PhD Z o o lo g y , U. C a l i f o r n i a  ( e x p e c te d  6 /7 1 ) .
MA Z o o lo g y , U. M is s o u r i .
BS Z o o lo g y , U. M a ry la n d .
Tea ch in g A s s t ,  an d  Museum T e c h n ic ia n , U.  C a l i f o r n i a .  
R e s e a rc h  on  p h y s io lo g y  and  e c o lo g y  o f  s m a l l  mam mals. 
W if e  i s  l a b  t e c h ,  i n  v i r o l o g y .

______ ■ ______- 29  y r s .
PhD Z o o lo g y , U. Rho de  I s l a n d  (e x p e c te d  6 /7 1 ) .
MS Z o o lo g y , M ic h ig a n  S t a t e  U.
BA P s y c h o lo g y , A q u in a s  C o l le g e .
R e s e a rc h  on b e h a v io r  and  e c o lo g y  o f  s m a l l  mam mals. 
1^  y r s .  L ab . T e c h . ,  Rho de  I s l a n d  H osp .
G ra d u a te  T e a c h in g  A s s t . ,  U. Rh od e I s l a n d .
2 y r s .  i n s t r u c t o r  o f  B io lo g y , S t .  J o h n 's  U.
1 sum me r N a t u r a l i s t ,  M ic h . D e p t.  o f  P a r k s .
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. 28  y r s .
PhD & MS Z o o lo g y , U. M ary la n d  (PhD e x p e c te d  8 / 7 1 ) .  
BS Z o o lo g y , U.  W is c o n s in .
2 y r s .  S m ith s o n ia n  R e s e a rc h  A s s o c , i n  C e y lo n , 
w o rk in g  on p r im a te s  an d  t h e i r  p r e d a t o r s .
2% y r s .  T e a c h in g  A s s t . ,  U.  M a ry la n d .
2 y r s .  R e s e a rc h  A s s t . ,  U.  M ary la n d  and  S m ith s o n ia n , 
w o rk in g  on mammal c o l l e c t i o n s ,  f i e l d  r e s e a r c h  on  
m arm o se ts  in  Pan am a,  l a b  r e s e a r c h  on  mamm als  a t  
N a t io n a l  Z oo.

. 28  y r s .
PhD B o ta n y , U.  M o n ta n a .
BS B io lo g y , W is c o n s in  S t a t e  U.
1 y r .  B o ta n y  l a b  c o u r s e  c o o r d i n a t o r .
3 m onth s r e s e a r c h  on  b i o l o g i c a l  e f f e c t s  o f  f l u o r i d e .  
1 y r .  g r a d u a te  T e a c h in g  A s s t ,  in  b io lo g y .  
P o s t d o c t o r a l  w ork  on  i n f l u e n c e  o f  n i t r o g e n  co m po un ds  
in  a q u a t i c  e c o s y s te m .

. .________ _ 27 y r s .
PhD an d  MS Z o o lo g y , U. H a w a ii .
BS Z o o lo g y , U.  P u e r to  R ic o .
1 y r .  I n s t ,  o f  E c o lo g y , U.  P u e r to  R ic o .
R sc h . A s s t . ,  E n iw e to k  M ar.  B io . L a b . ,  1 su m m er . 
G ra d . T e a c h in g  A s s t . , U. H aw a ii  and  U. P u e r to  R ic o . 
R e s e a rc h  on e c o lo g y , p h y s io lo g y  an d  b e h a v io r  o f  
m a r in e  i n v e r t e b r a t e s .
F lu e n t  in  S p a n is h .

_________ ._______ . 35 y r s .
PhD P h y s io lo g y , MS M ari n e  B io lo g y , U. M ia m i.
2 y r s .  i n s t r u c t o r  a t  U.  M ia m i,  s u p e r v i s e d  l a b  
p ro g ra m  f o r  e m b ry o lo g y  and  p h y s io lo g y .
3 su m m er s a t  Woods  H o le  M ari n e  B io lo g y  p r o j e c t .  
'5 8 - '6 0  M e d ic a l Lab  T e c h n ic ia n ,  U.  S . Ar my.
6 y r s .  T e a c h in g  and  R e s e a rc h  A s s t . ,  U. M ia m i.
B e s t  q u a l i f i e d  f o r  f r e s h w a te r  o r  m a r in e  e c o lo g y  
o r  p o l l u t i o n  s t u d i e s .
A ls o  good b a c k g ro u n d  in  o r n i t h o l o g y .
W if e  h a s  BA E n g l i s h  and  6 y r s .  e x p . a s  s e c r e t a r y .
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- - • -_____ i 34 yrs .PhD Biology, Stanford.

MS Physiology, U. Illinois.
BS Zoology, U. Chicago.
2 yrs. post-dcctoral work at Woods Hole on ecology 
of power plant effluent. Interested in ecological 
physiology, marine aquaculture, reef ecology and 
aquatic pollution.
Wife has BA Education, 5 yrs. teaching pre-school 
children.

______________  26 yrs.PhD Engineering.
Consultant for Environmental Eng. Res. Lab since 
Oct. '70 at NYU working with air pollution problems. 
Academic background directed toward aeronautics, 
but considerable study pollution control equipment 
and research on flow of gas and liquids with sus­
pended solid particles.
Preparation in fluid mechanics and applied math.
Wife secretary in Social Services section of hospital.

__ ___________  23 yrs.MS Limnology, Michigan St.
BS Aquatic Biology, Mich. St.
1*5 yrs. exp. as graduate research asst, on 
Lake Erie ecology study.

______ :____ ■_ 24 yrs .
MS Wildlife Mgt., Humbolt St. College (expected 6/71). 
BS Biological Sciences, Cal. State Poly Tech. Inst. 
Wife has BA English teaching, Humbolt St. College.

_ ________ - 27 yrs.
BS Wildlife & Range Mgt., Humbolt St. College.
2 summers exper. as range technician Bureau of Land Mgt 
Interested in Africa.
Wife is RN with 2 yrs. gen. nursing exp.
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28 y r s .  
in  M ari n e  
1 summ er

BS B io lo g y  p lu s  1% y r s .  g r a d u a te  w ork  
B io lo g y , U n iv . C a l .  a t  S a n ta  B a r b a r a , 
e x p . a s  m a r in e  b io lo g y  t e c h n i c i a n .
W if e  h a s  BS m a r in e  z o o lo g y  p lu s  1% y r .  g r a d ,  
w ork  in  m a r in e  b io lo g y .

__________ t______ _ 25  y r s .
MS W i l d l i f e  E c o lo g y , U. W is c o n s in .
BS F o r e s t r y ,  S y ra c u s e  U.
1% y r s .  e x p e r ie n c e  a s  w i l d l i f e  b i o l o g i s t  on  
w a te r f o w l  e c o lo g y  s tu d y  f o r  B u re au  o f  S p o r t  
F i s h e r i e s  & W i l d l i f e  (D e p t.  o f  I n t e r i o r ) .

____________. 27 y rs .-
MS F o r e s t  M an ag em en t,  O re gon S t .
BS F o r e s t r y ,  U ta h  U.
W if e  h a s  MS in  e d u c a t io n  w i th  s p e c i a l t y  in  
r e a d i n g .

. 23 y r s .
MS P a rk  M g t. & o u td o o r  r e c r . ,  U. I l l i n o i s .
BS F o r e s t r y ,  S . I l l i n o i s  U.

._________30  y r s  .
MS & BS Z o o lo g y , U.  C a l i f o r n i a .
R e s e a rc h  e x p . on s e v e r a l  r s c h .  p r o j e c t s  d e a l i n g  
w i th  a n im a l b e h a v io r  an d  e c o lo g y .

________ . _______ ___ 30  y r s .
MS F o r e s t  R e so u rc e s  & W i l d l i f e  M g t. , U. M in n.
BS F o r e s t  Mgmt.  U.  M in n e s o ta .
5 y r s .  d e v e lo p m e n t an d  a d m i n i s t r a t i o n  e x p . in  
w i l d l i f e  and  f i s h  r e s o u r c e s ,  E v e rg la d e s  N a t . P a rk  
W if e  h a s  BS in  Home E co n o m ic s .

60 -2 0 8  O - 71 - p t.  1 - - - 5 0
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________________________  2 6 y r  s .
MS R e c r e a t io n ,  U.  o f  I l l i n o i s .
BS Com mun ity  R e c r e a t io n  A d m in .,  S p r i n g f i e l d  C o l l .  
P e a c e  C o rp s V o lu n te e r  co m m unity d e v e lo p m e n t and  
r e c r e a t i o n ,  M a r s h a l l  I s l a n d .
19 6 8 -7 0  Swinming I n s t r u c t o r ,  U. o f  I l l i n o i s .
1 9 6 7 -6 8 , a l s o  Sw imming I n s t r u c t o r  to w n o f  H a r t f o r d ,  
V er m ont d u r in g  su m m er s.
I n t e r e s t  P a rk  and  R e c r e a t io n  p la n n in g ,  d e s ig n  an d  
a d m i n i s t r a t i  o n .

_ ___________________ _ 23 y r s .
MS F is h  an d  W i l d l i f e ,  M ic h ig an  S t a t e .
BS F is h  a n d  W i l d l i f e ,  M ic h ig an  S t a t e .
R e s e a rc h  A s s t ,  d o in g  f i e l d  an d  la b  r e s e a r c h  on  
f i s h  p o p u la t io n s  i n  Lak e E r ie  f o r  M ic h . S t a t e  U. 
J o b  i n t e r e s t :  F i s h  B i o l o g i s t ,  A q u a t ic  B i o l o g i s t ,  
o r  E c o l o g i s t .

- 26  y r s .
MS B o ta n y , U.  I l l i n o i s .
BS P h i lo s o p h y , U. I l l i n o i s .
2 y r s .  T e a c h in g  A s s t .  B o ta n y .
1 y r .  R e s e a rc h  A s s t .  M ic ro b io lo g y  (e nz ym e s t u d i e s  
o f  b a c te r io p h a g e )  .
1 y r . j u n i o r  h ig h  s c h o o l  s c i e n c e  t e a c h e r .
3 y r s .  F re n c h .
W if e  h a s  B .A rc h .,  1 y r .  a s  d r a f t s m a n .

=___________- 27 y r s .
PhD E n to m o lo g y , U.  o f  I l l i n o i s  ( e x p e c t e d ) .
MS E n to m o lo g y , C le m so n U n iv .
BS B io lo g y , C .C .N .Y .
2 y r s .  g r a d .  T e a c h in g  A s s t . ,  U.  I l l i n o i s .
W if e  BS B io lo g y  p lu s  1 y r .  t e a c h in g  in  s c ie n c e  
an d  m a th .
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_________. 24  y r s .
MS (e x p e c te d  8 /7 1 )  BS B io lo g y , s p e c i a l i z i n g  w a te r  
q u a l i t y  c o n t r o l ,  B ow li ng  G re en  S t .  U.

s . 35 y r s .
MA A n th ro p o lo g y , UCLA (e x p e c te d  6 /7 1 ) .
BA C h e m is try , M ari an  C o l le g e .
6 y r s .  c h e m is t  f o r  i n d u s t r y  ( a n a ly s e s  o f  m a t e r i a l s  
f o r  s t e e l  fo u n d ry )  and  u n i v e r s i t y  ( a n a ly s e s  o f  ro c k s  
and  m e t e o r i t e s ) .
P e a c e  C orp s s c ie n c e  t e a c h e r  w i th  w i f e  in  E t h i o p i a ,  
1 9 6 3 -6 4 .
W ife h a s  MA and  PhD (e x p e c te d  6 /7 1 )  in  e th n o m u s ic o lo g y  
fr om  UCLA. I n t e r e s t e d  in  c l a s s i f i c a t i o n  and  a n a l y s i s  
o f  m u sic  in  E . A f r i c a  and  S .E . A s ia .

....................... ...............  31 y r s .
BS E co n o m ic s,  U ta h  S t .
8 y r s .  e x p e r ie n c e  i n  w a te r  r e s o u r c e  p la n n in g  an d  
m g t.  and  e n v ir o n m e n ta l  e c o n o m ic s .
G ra d u a te  F e l lo w s h ip , V a n d e r b i l t  6 9 -7 0 , in  econom ic  
p la n n in g  an d  d e v e lo p m e n t w it h  e m p h a s is  on  S . A m e ri c a . 
P ro g ra m  M an ag er,  E n v ir o n m e n ta l Q u a l i t y  B ra n c h , Id a h o  
W ate r R e so u rc e  B o a rd .
D i r e c t e d  w a te r  an d  se w e ra g e  s tu d y  in  Id a h o  t o  
d e te r m in e  f e a s i b i l i t y  o f  im p ro v in g  w a te r  s u p p l i e s  
i n  15 0 r u r a l  c o m m u n it ie s .
W if e  i s  RN.

• _________  .. 23 y r s .
MS E n v ir o n m e n ta l S c ie n c e ,  D re x e l U.  ( e x p e c te d  8 / 7 1 ) .
BS P h y s ic s ,  D ic k in s o n  C o l le g e .
1 summ er in  l o c a l  s tu d y  g ro u p  on  e n v ir o n m e n ta l  p ro b le m s . 
I n t e r e s t e d  in  n a t u r a l  r e s o u r c e s  m anagem ent,  w a te r  q u a l i t y ,  
w a s te  d i s p o s a l  an d  p o l l u t i o n  c o n t r o l .
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________________  34 yrs.MS Environmental Science, Washington State U.
BS Soil & Water Science, U. of Calif.
BA English, Denver U.
Peace Corps/Nigeria, Instructor of English and arithmetic.
2 yrs. Senior Experimental Aide, Washington State U. 
Soils Dept. (stream-water pollution studies).
16 months irrigation engineer for construction co. 
Interested in water pollution, waste management and soil erosion control.
Wife has BA in speech, interested in social work.

_s______________  67 yrs .PhD Biology/Ecology, U. Szeged, Hungary.
34 yrs. exp. as high school and college teacher 
of ecology, biology and the Hungarian language. 
Interested in air and water pollution, rabies 
control, irrigation and public health.

.__________ _ 26 yrs.MA Biology, West Chester State Coll.(expected 12/71) BS Zoology, Pennsylvania State U.
1 yr. Teaching Asst., biology, West Chester.
2% yrs. Sanitarian, Phila. Dept. of Health - health 
inspections, rat control.
Thesis on ecology of Norway rats.

________________  32 yrs.PhD Zoology, U. Kansas (expected 8/71).
MS & BA Zoology, Southern Illinois U.
2 yrs. Asst. Prof. Biology, St. Benedict's Coll.
1 summer Field Leader, IBP Grassland Biome study.
1 summer Park Ranger-Naturalist, Wind Cave National Park.
5 yrs. graduate teaching & research.Asst. with 
field work in Nicaragua and Costa Rica.
Thesis on ecology and zoogeography of mammals 
of Black Hills.
Wife has exp. as research asst, in entomology.
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.. . 39 y r s .
PhD Z o o lo g y , U. o f  W is c o n s in , 19 6 2 .
MS Z o o lo g y , U. o f  M ic h ig a n .
BA B io lo g y , U n io n  C o l l e g e .
6 y r s .  A s s t .  P r o f .  Z o o lo g y , U. Rho de  I s l a n d .
2 y r s .  A s s t .  P r o f .  Z o o lo g y , D a lh o u s ie  U.
R e s e a rc h  e x p . in  N or w ay , B ah am as , C o r n e l l  U. 
I n t e r e s t e d  in  b e h a v io r  an d  p o p u la t i o n  e c o lo g y  
o f  t r o p i c a l  b i r d s  an d  mam mals, c o n s e r v a t i o n  o f  
e n d a n g e re d  a n im a l s p e c i e s .
W if e  h a s  MS A r t ,  4 y r s .  A s s t .  P r o f .  A r t  a t  M t. S t .  
J o s e p h  C o l le g e .

___________ , 29 y r s .
PhD , MS Z o o lo g y , U. M a ry la n d .
BS B io lo g y , A lle g h e n y  C o l le g e .
1 y r .  j u n i o r  i n s t . ,  Z o o lo g y , U.  M a ry la n d .
6 y r s .  T e a c h in g  I n s t . ,  Z o o lo g y , U.  M a ry la n d . 
D o c to r a l  r e s e a r c h  on  r o d e n t  e c o lo g y , i n t e r e s t e d  
i n  e c o lo g y  an d  a n im a l b e h a v io r .

• _ . . . '  . 23 y r s .
BS Z o o lo g y , U. C a l i f o r n i a ,  D a v is .
G ra d u a te  w ork  in  e c o lo g y ,  C o r n e l l  U.
2 y r s .  G ra d u a te  T e a c h in g  A s s t . ,  b io l o g y ,  C o r n e l l .
1 y r .  R e s e a rc h  A s s t . ,  a n im a l c e n s u s ,  U. C a l i f o r n i a .  
R e s e a rc h  e x p . on  p e s t i c i d e s  in  f i s h  and  b i r d s .  
I n t e r e s t e d  i n  e c o l o g i c a l  r e s e a r c h  r e l a t e d  t o  huma n 
n e e d s .

_ 25  y r s .
MS E c o lo g y , BS Z o o lo g y , U. T e n n e s s e e  (MS e x p e c te d  8 / 7 1 ) .  
2 y r s .  T e a c h in g  A s s t . ,  Z o o lo g y , T en n .
1 y r .  T r a in e e ,  R a d ia t io n  B io lo g y  D e p t . , T enn .
1 sum me r Museum A id e , p la n k to n  c l a s s i f i c a t i o n ,  N a t io n a l  
Mu seu m.
T h e s i s  on d i s t r i b u t i o n  o f  f r e s h w a te r  f i s h e s .
I n t e r e s t e d  in  a q u a t i c  e c o lo g y , f i s h e r i e s ,  w a te r s h e d  
m g t.  and  p o l l u t i o n  c o n t r o l .
W if e  h a s  BS Z o o lo g y  an d  MS E c o lo g y  (e x p e c te d  9 / 7 1 ) ,  
i n t e r e s t e d  in  f i s h e r i e s .



788

- -__________ _____ 33 yrs.
PhD Environmental Biology, U. Rhode Island.
MS Marine Biology, U. Miami.
BA Biology, State U. of New York.
3 yrs. Teaching Asst., Miami and Rhode Island.
1 summer crew on research vessel.
1 summer Research Asst., ichthyology, Virginia 
Inst, of Marine Science.
Interested in physiological ecology of reptiles, 
birds and mammals, and marine biology.

•______ x____ 31 yrs.PhD, MS Zoology, U. Wyoming (expect PhD 5/71).
BS Biology, Sul Ross State College.
3 yrs. Graduate Teaching Asst, in biology and 
geology.
1 yr. high school biology teacher.
% yr. laboratory animal keeper.
% yr. surveyor's assistant.
Interested in biological effects of trace elements, 
ecology of birds and mammals.

_____ ' - ._______ _ 50 yrs.
PhD Plant Ecology, MA Science Ed, BS General 
Science, Ohio State U.
4 yrs. Asst. Prof. Biology, Allegheny College.
1 yr. Asst. Prof. Biology, Edinboro State Coll.
6 yrs. primary and secondary school science teacher. 
Interested in forest vegetation and vegetational 
analyses.

2________ ._____, ,, 27 yrs.
PhD Ecology, Duke U. (expected 6/71).
MS Botany, Rutgers.
BA Biology, U. Penn.
5 yrs. Research Asst. Ecology, Academy of Natural 
Science, Duke U.
Good French, strong interest in tropical ecosystems. 
Wife 5 yrs. executive secretarial exp.
Fluent in French and Spanish.
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'______________ .. 23  y r s .
MA B io lo g y , E . C a r o l in a  U.  ( e x p e c te d  9 / 7 1 ) .
BS B io lo g y  ( e d u c a t i o n ) , E . C a r o l in a  U.
1 y r .  G ra d . R sc h . A s s t . ,  a l g a l  m e ta b o li s m  s tu d y .  
I n t e r e s t e d  in  e s t u a r i n e  e c o lo g y  an d  b io c h e m is t r y .

_______ _______  41  y r s .
PhD , MS, BS S o i l s  & C h e m is tr y , U.  o f  W is c o n s in .
2 y r s .  f o r e s t  s o i l s  r e s e a r c h  f o r  U .S . F o r e s t r y  S e r v i c e .  
10  y r s .  P r o f e s s o r  o f  s o i l s  and  g e o lo g y  a t  U.  M o n ta n a . 
P r e f e r s  a u n iv .  t e a c h in g  a s s ig n m e n t .
W if e BS Home E conom ic s E d u c a t io n .
2 y r s .  Home E c. t e a c h i n g .
2 y r s .  A d u lt  E d . w i th  I n d ia n  wo me n.

.................  5 7 y r s .
MS S o i l  M ic ro b io lo g y , U ta h  S t a t e  U.  1940 .
BA B o ta n y , W a sh in g to n  U.
22 y r s .  p l a n t  p a t h o l o g i s t  -  s o i l  m i c r o b i o l o g i s t ,
T ex as A g r.  E x p e r im e n ta l  S t a t i o n .
1 y r .  F u l b r i g h t  V i s i t i n g  P r o f ,  o f  B io lo g y , U. o f  
H o n d u ra s .
F lu e n t  in  S p a n is h .
I n t e r e s t e d  i n  d e m o g ra p h ic  p ro b le m s  and  t r o p i c a l  
e c o lo g y .

29  y r s .
PhD Z o o lo g y , U. o f  B r i t i s h  C o lu m b ia .
MA, BA B io lo g y , C a l i f .  S t a t e  C o l le g e .
4 y r s .  T e a c h in g  A s s t . ,  Z o o lo g y , B r i t i s h  C olu m bia  
and  C a l i f .
1 y r .  l e c t u r e r  in  g e n e r a l  b io lo g y ,  C a l i f .
4 y r s .  Lab  T e c h . ,  c h e m ic a l  co m pan y.
T h e s is  on e c o lo g y  a n d  e v o lu t i o n  o f  i s l a n d  r o d e n t s .
I n t e r e s t e d  i n  m an ag em en t and  c o n s e r v a t i o n  o f  a n im a ls .
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_________________  31  y r s .
PhD B io lo g y , U. S o u th e rn  C a l i f .
MA B io lo g y , U. o f  t h e  P a c i f i c .
BA B io lo g y , C a l i f o r n i a  P o ly te c h n ic  C o l l e g e .
4 y r s .  A sso c . P r o f ,  o f  B io lo g y  and  M ari n e  L ab .
D i r . ,  H um bold t S t a t e  C o l l e g e .
3 y r s .  A s s t .  P r o f ,  o f  Z o o lo g y  and  A s s t .  D i r .  o f  
P a c i f i c  M ari n e  S t a t i o n ,  U.  P a c i f i c .
T e a c h in g  and  r e s e a r c h  e x p . w i th  m a r in e  i n v e r t e b r a t e s ,  
a l s o  i n t e r e s t e d  in  c o n s e r v a t i o n .

________________ 22 y r s .
MA Z o o lo g y , U. T e x a s .
BS C o n s e r v a t io n , U. M ic h ig a n .
1 sum me r c o l l e c t i n g  and  p h o to g ra p h in g  m a r in e  l i f e  
in  B ah am as .
I n t e r e s t e d  in  m a r in e  b io lo g y ,  p o p u la t i o n  g e n e t i c s ,  
f i s h e r i e s  and  e c o lo g y .
R e se a rc h  e x p . in  p o p u la t i o n  g e n e t i c s  o f  f i s h e s .

_ __________________ - 29 y r s .
PhD M ari n e  S c ie n c e ,  V i r g i n i a  I n s t i t u t e  o f  M ari n e  
S c ie n c e  (e x p e c te d  1 / 7 2 ) .
MS Z o o lo g y , M ic h . S t a t e  U.
BA B io lo g y , K al am az oo C o l l e g e .
G ra d u a te  R e s e a rc h  A s s t . ,  i c h th y o lo g y ,  V i r g i n i a .  
T e a c h in g  A s s t . ,  B io lo g y , M ic h ig a n .
R e s e a rc h  e x p . in  b io lo g y  and  e c o lo g y  o f  f i s h e s .  
W if e  i s  M ari n e  Lab  T e c h . ,  f l u e n t  in  S p a n is h .

____________________ 25 y r s .
MS G eo g ra p h y .
BS B io lo g y , E a s t e r n  M ic h ig a n  U.
5 su mmers s u r v e y o r  f o r  Ro ad  C om m is si on .
1 sum me r p l a n im e te r  o p e r a t o r  f o r  a g r i c u l t u r a l  
s t a b i l i z a t i o n  c o m m it te e .
I n t e r e s t e d  in  r e s o u r c e  m anagem ent,  c o n s e r v a t i o n  
and  o r n i t h o l o g y .
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'__________ . 23 y r s .
MS Z o o lo g y , U. Wy oming  (e x p e c te d  1 / 7 2 ) .
BS Z o o lo g y , Lo ng  B ea ch  S t .  C o l le g e .
2 y r s .  S u p e r v is o r y  R anger N a t u r a l i s t  a t  Y o se m it e  P a rk . 
I n t e r e s t e d  in  d e v e lo p in g ,  a d m in i s t e r i n g  an d  i n t e r ­
p r e t i n g  p a rk  a r e a s .

___________ . 33 y r s .
MS Z o o lo g y , B ri gham  You ng  U.
BS C h e m is tr y , U. Id a h o .
5% y r s . l a b o r a t o r y  w ork  in  c h e m is t r y .
1̂ 2 y r s .  g r a d u a te  T e a c h in g  A s s t . ,  g e o lo g y , p h y s io lo g y  
and  an a to m y .
I n t e r e s t e d  i n  u s in g  e x p e r i e n c e  in  b io lo g y  and  g e o lo g y  
a s  a p a rk  n a t u r a l i s t .

„ ______ ._____  26  y r s .
MS B io lo g y , G eorg e to w n  U.
BA B io lo g y , W hi tm an  C o l le g e .
2 y r s .  s e c o n d a ry  s c h o o l  t e a c h e r  ( b io lo g y ) .
1 y r .  i n t e r n  t e a c h e r  a t  s e c o n d a ry  s c h o o l .
2 y r s .  s c i e n c e  t e a c h e r ,  P eace  C o rp s /G h a n a .
I n t e r e s t e d  in  w a te r  q u a l i t y  o r  w ork  a s  p a rk  
n a t u r a l i s t  o r  t e a c h e r .
W if e  h a s  BS E d u c a t io n , 4 y r s .  p r im a ry  s c h o o l  
t e a c h e r ,  2 y r s .  P u b l i c  H e a l th  i n s t r u c t o r ,  P eace  C orp s 
i n  C o lo m b ia .

„ ... 1 33 y r s .
PhD C h e m is tr y , M ic h ig a n  S t a t e  U.
BA C h e m is tr y , O hio  W e s le y a n .
R e c e n t ly  fo u n d e d  co m pan y, E n v ir o n m e n ta l D ynam ic s,  
t o  d e v e lo p  e n v iro n m e n ta l  p ro g ra m s an d  p r o p o s a l s .
3 y r s .  A s s t .  P r o f . ,  U.  o f  M a s s a c h u s e t t s .
3 y r s .  L ab . S u p v r . ,  Dow C o rn in g  C o rp .
E xp. i n  c o o r d in a t i n g  s t u d i e s  o f  w a te r  q u a l i t y  an d 
s o l i d  w a s te s  m anagem ent,  r e c y c l i n g  m a t e r i a l s .
W if e  h a s  g r a d u a te  w ork  in  c u l t u r a l  a n th r o p o lo g y , 
te a c h in g  e x p e r i e n c e .
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________ :_________  29 yrs.MS Environmental Engineering.
BS Mechanics Engineering, Drexel U.
10 yrs. planning engineer at Gen. Electric.
1 yr. manager of environ, rsch. studies. 
Interested in air and water pollution, teaching.

_______26 yrs.
BS Wildlife Management, Humboldt State Coll.
Wife has BS in occupational therapy plus 2 yrs of occ. therapy exp.

_ 31 yrs.PhD, MS Zoology, Oregon State 
BS Biology, N. Ill. Univ.
5 yrs. instructor of Biology at Centralia College. 
Exp. and academic background in natural resources and ecology.
Wife RN with 8 yrs. exp. in gen. nursing.

___________ - 32 yrs.MS Outdoor Recreation, U. Ill. (expected 8/71).
BA Recreation, San Jose St. College.
4 yrs. seasonal aide, fishing survey.
1 yr. research on nat. resources & human behavior. 
Counselor at children's summer camps.
Wife has exp. as summer camp counselor.

_______ ________  2 6 yrs .MS Parasitology (public health), U. of N. Carolina.BA Biology, San Francisco State College.
1 yr. lab. tech., U. North Carolina Pathology Dept., 
developing blood clotting tests for possible implant materials.
2 yrs. PCV in Sierra Leone, teaching health, biology, English.
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_________________  62 y r s .
BS F o r e s t r y  p lu s  1 y r .  g r a d , w ork  in  F o r e s t r y .
6 y r s .  t im b e r  m an ag em en t US F o r e s t  S e r v i c e .
11 y r s .  F o r e s t  la n d  m an ag em en t w i th  a p a p e r  c o .
12 y r s .  M an ag er  o f  pu lp w ood  p r o c e s s  f o r  p a p e r  c o .
W if e  RN w i th  20  y r s .  g e n . n u r s in g  e x p .

_______________ 50 y r s .
MS Eco no m ic  Z o o lo g y  ( F is h  & W i l d l i f e ) , Io w a S t a t e .
BS F o r e s t r y .
14  y r s .  f i s h  r e s e a r c h  e x p . w i th  B u re au  o f  C om m erc ia l 
F i s h e r i e s  (D e p t.  o f  I n t . )  i n c lu d in g  3 y r s .  c o n s u l t a n t  
w ork  in  P a k i s t a n  an d  1 y r .  c o n s u l t a n t  w or k in  P h i l i p p i n e s .  
W if e  BS in  Food  & N u t r i t i o n  w i th  3 y r s .  e x p . a s  home 
eco n o m ic s a g e n t .

............... L. ?. . , 23  y r s .
MA, BA Z o o lo g y , U. T e x a s .
B io lo g y  t e a c h in g  a s s i s t a n t  1 9 6 9 -7 0  U. o f  T e x a s .
'6 7 -6 9  l a b  a s s t ,  i n  g e n e t i c s  a t  U.  o f  T e x a s .
P r i m a r i l y  i n t e r e s t e d  in  f i s h  b e h a v io r  and  e c o lo g y .

_______________ 40 y r s .
BS P h y s ic s ,  T u f t s  U n iv .
7 y r s .  h ig h  l e v e l  e x p . i n  re m o te  s e n s in g  r s c h .  o n 
o c e a n o g ra p h ic  and  c o a s t a l  s t u d i e s .  F ounded  own 
co m pa ny  t o  a p p ly  re m o te  s e n s in g  te c h n iq u e s  t o  a l l  
t y p e s  o f  e n v i r o n m e n ta l  p r o b le m s .

______________ _  36  y r s .
BS F o r e s t r y ,  O re gon S t a t e  U.
4 y r s .  w i th  USFS a s  R e so u rc e  A s s t . ,  p l a n n in g  an d  
p e r fo rm a n c e  an d  e v a l u a t i o n  f o r  w a te r s h e d , r e c r e a t i o n ,  
w i l d l i f e  l a n d s ,  r e f o r e s t r a t i o n ,  t im b e r  la n d  im p ro v em en t.
1 y r .  w i th  USFS a s  P r e s a l e  F o r e s t e r .
4 y r s .  a s  f o r e s t e r  in  p la n n in g  an d  p e r fo rm a n c e  o f  p r e ­
s a l e ,  c o n t r a c t  a d m i n i s t r a t o r ,  r e f o r e s t r a t i o n  an d 
e r o s io n  c o n t r o l .
W if e h a s  BS in  H i s t o r y .
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--------------- *------- ;-------  36  y r s .MA and  BA G eo g ra p h y , UCLA.
4 y r s .  R e c r e a t io n  R e so u rc e  S p e c i a l i s t ,  U .S . D e p t.  
I n t e r i o r  ( a d m i n i s t r a t i v e  w ork  on  w i ld  and  s c e n ic  
r i v e r s  s y s te m ) .
1 y r .  P a rk  P la n n e r ,  N a t.  P a rk  S e rv . (d ra w in g  up  m a s te r  
p la n s  f o r  n a t .  p a rk s  in  W ash .,  D. C.  a r e a ) .
1 y r .  S t a f f  c a r t o g r a p h e r ,  G eo g. D e p t . ,  UCLA.
W if e h a s  MS in  t e a c h in g  E n g l is h  a s  2n d l a n g . ,  
G eorg eto w n U.

--------- ---------- ----------  32 y r s  .MS E c o lo g y , O re gon S t a t e .
BS B o ta n y , O re gon S t a t e .
5 y r s .  d e v e lo p  o u td o o r  r e c r e a t i o n  and  n a t u r a l  
r e s o u r c e s  p ro g ra m s f o r  K ansa s C i ty  G o v t.
4 y r s .  r e s e a r c h  t e c h . ,  c ro p  r e s e a r c h  d i v . , U .S .
D e p t.  o f  A g r.
W if e  h o ld s  AA d e g re e  i n  e d u c a t io n  a n d  hom e e c o n o m ic s .

------ --------;------------ 58 y r s .
PhD M ic ro b io lo g y , P en n . S t a t e .
MS B o ta n y , P en n . S t a t e .
23 y r s .  p l u s ,  a s  s e n i o r  m i c r o b i o l o g i s t  f o r  Army D e p t.  
E x te n s iv e  r e s e a r c h  e x p . in  b i o d e g r a d a t io n .

—------------------------------ 24  y r s .
MS C o n s e r v a t io n  E d u c a t io n  (e x p e c te d  1 9 7 2 ) .
BS E n g l i s h ,  U ta h  S t a t e  U.
C u r r e n t ly  P u b l ic  R e l a t i o n s  A id e  a t  B ea r R iv e r  B ird  
R e fu g e , U ta h .
1 y r .  8 th  g ra d e  E n g l i s h  te a c h e r .
I n t e r e s t e d  in  p r e s e r v a t i o n  o f  e n d a n g e re d  a n im a l 
s p e c i e s ,  e s p e c i a l l y  l a r g e  mam mals.
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_____________________  32 y r s .
AB B io lo g y , A m h e rs t.
2 s e m e s te r s  S e c o n d a ry  S c ie n c e  Ed and  E l . S c ie n c e  Ed.
3 y r s .  D i r e c t o r  o f  New C an aa n N a tu re  C e n te r  A s s o c . ,  
a d m in i s t e r i n g  p ro g ra m s o f  n a t u r a l  s c i e n c e ,  h o r t i c u l t u r e  
and  c o n s e r v a t i o n  e d .
6 y r s . w i th  M ass . Aud ub on  S o c i e ty  a s  D i r .  o f  W a c h u se tt  
Me ado ws a d m in i s t e r i n g  p ro g ra m s o f  la n d  m an ag em en t and  
c o n s e r v a t i o n  e d u c a t io n .
W if e  c o m p le t in g  MS i n  B io lo g y  E d u c a t io n  an d  3 y r s .  
w i th  New C anaan  N a tu re  C e n te r  d o in g  n a t u r a l  h i s t o r y  
and  c o n s e r v a t i o n  e d u c a t io n ,  e x h i b i t s ,  n e w s l e t t e r .

_______________ 35 y r s .
BS W i l d l i f e  M g t . , C o lo ra d o  S t .
8 y r s .  a s  d i s t r i c t  m an ag er o f  2 0 0 ,0 0 0  a c r e  f o r e s t  
l a n d  f o r  US F o r e s t  S e r v i c e .

______ ____________ 25  y r s .
BS Z o o lo g y , U. N e b ra s k a .
A d d i t i o n a l  c o u rse w o rk  to w a rd  MS.
W i l d l i f e  M g t. , U ta h  S t a t e  U.
W if e  h a s  BS E n g l i s h ,  U.  N e b ra sk a , an d  h a s  begun  
c o u rse w o rk  i n  s e c .  e d .

_______________________  65 y r s .
PhD an d  MS B io lo g y , U.  o f  N e b ra s k a .
BA S c ie n c e  E d .,  S t a t e  T e a c h e rs  C o l . ,  N e b ra s k a .
4 y r s .  P r o f ,  o f  R an ge  S c ie n c e ,  U. N e b ra s k a .
2 y r s .  Hea d o f  Ran ge  M gt . D e p t . ,  W. Va.  U.
13 y r s .  P r o f ,  a n d  C h a ir m an , D iv . o f  P la n  S c ie n c e ,
U. N ev ad a (2 y r s .  s a b b a t . ,  E g e r to n  C o l le g e ,  K e n y a ).
4 y r s .  A sso c . P r o f .  Agron om y and  Ran ge  M g t. , U. N ev ad a 
7 y r s .  Ran ge  E c o l o g i s t ,  U .S . F o r e s t  S e r v i c e .
W if e  MA M usi c and  25 y r s .  p ia n o  t e a c h e r .
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_________ ;_________ i 35 y r s .
MS B o ta n y .
BS B io lo g y , P e n n s y lv a n ia  S t a t e  U.
G ra d u a te  w or k in  m ic r o b io lo g y , h i s t o r y  o f  s c i e n c e  
an d  w i l d l i f e  m g t.
8 m onth s P a rk  R an g er in  H a a le a k a la  N a t . P a rk , H aw aii  
10  m onth s l im n o lo g y  r e s e a r c h  a s s t . ,  U.  o f  W is c o n s in .
1 y r .  p l a n t  p a th o lo g y  r e s e a r c h  a s s t . ,  U. H a w a ii .
2 y r s .  r e s e a r c h  a s s o c ,  a n a ly z in g  b io lo g y .
W if e  h a s  BS Z o o lo g y  fr om  P e n n . S t a t e .

.________  23 y r s .
MS W i l d l i f e  M g t. , U.  o f  M ai ne 
BS W i l d l i f e  S c . ,  C o r n e l l .
2 y r s .  g r a d u a te  a s s t ,  a i d in g  p r o f e s s o r s  in  p r e ­
p a r in g  l a b s  and  c l a s s e s ;  g r a d u a te  a s s t ,  i n  Game 
M gt.  an d  Game I d e n t i f i c a t i o n  c o u r s e s .
1 sum me r a s  cre w  l e a d e r  o f  5 d o in g  w ood co ck  and  
g ro u s e  c a p tu r in g  an d  b a n d in g .
W if e  h a s  BS C o n s e r v a t io n  E d u c a t io n , C o r n e l l .
1 y r .  t e a c h in g  h ig h  s c h o o l  s c i e n c e  and  
1 sum me r a s  r e c r e a t i o n  l e a d e r  a t  a s t a t e  p a r k .

' _________  27 y r s .
MA B io lo g y , Mou nt  H o ly o k e .
BA B io lo g y , R ip on  C o l le g e .
C o u rse s  in  E c o lo g y , M ari n e  B io lo g y .
2 y r s .  t e a c h in g  e x p . a s  PCV in  L e s o th o .
1 sum mer d o in g  s u r v e y  o f  d i s t r i b u t i o n  and  
b e h a v io r  o f  l e e c h e s .
R e s e a rc h  a s s t ,  in  b e h a v i o r a l  and  c o m m u n ic a ti o n  
s t u d i e s  in  Que en  B u t t e r f l y .
T h e s i s  on  c o m p a ra t iv e  s u rv e y  o f  t h e  m a c ro s c o p ic  
pond f a u n a .
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__________________________  27 y r s .
MS C a n d id a te , W i l d l i f e  B i o l . ,  U. C a l /B e r k e l e y .
MS A nim al B r e e d in g /G e n e t i c s , C o r n e l l  U.
BA B io lo g y , E a rl h am  C o l le g e .
2 y r s .  c o m p u te r p ro g ra m m er.
K ep t and  e x h i b i t e d  h o r s e s  s i n c e  1958 .
I n t e r e s t e d  i n  w i l d l i f e  r e s e a r c h ;  e f f e c t s  o f  hum an 
i n t e r v e n t i o n  on  b e h a v io r ,  p r e s e r v a t i o n  o f  e n ­
d a n g e re d  s p e c i e s .
H usb an d h a s  BS in  r e l i g i o n  and  3 y r s .  t e a c h in g  e x p .

____________ . 27  y r s .
MA Z o o lo g y , U. C a l i f ,  a t  D a v is .
BS W i l d l i f e  M gt . and  C o n s e r v a t io n ,  U. Wyoming .
3 y r s .  G ra d . T e a c h in g  A s s t . ,  Z o o lo g y , C a l i f .
1^  y r s .  R e s e a rc h  A s s t . ,  f i s h  c l a s s i f i c a t i o n  a t  
U. Wy oming  museu m.
1 sum me r Ran ge  A id e , F o r e s t  S e r v i c e  e x p e r im e n ta l  
s t a t i o n .
1 summ er m appin g  l a n d  o w n e rs h ip  and  game d i s t r i ­
b u t i o n ,  Wy oming  Game an d  F i s h  Comm.
1 sum me r t r a i l  cr ew m an , G ra nd  T e to n  N a t . P a rk .

_________ . ______ ___  27 y r s
MS Z o o lo g y , B ri gham  Yo un g U.
BS B io lo g y , W is c o n s in  S t a t e  U.
W ork in g  on  PhD Z o o lo g y , U. Wy oming  (e x p e c te d  '7 3 ) .
2 y r s .  T e a c h in g  A s s t . ,  Z o o lo g y , B ri gham  You ng . 
R e s e a rc h  on g o ld e n  e a g l e ,  c o y o te  e c o lo g y .
I n t e r e s t e d  i n  p r e d a t o r - p r e y  r e l a t i o n s h i p s ,  w i l d l i f e  
e c o lo g y .
W if e  h a s  BS B io lo g y .

_________________  25 y r s .
MS and  BS W i l d l i f e  M g t. , U.  M in n e s o ta .
1 y r .  S e n io r  La b T e c h . ,  e c o lo g y  o f  s e a l s  in  A n t a r c t i c a .  
3 y r s .  p a r t - t i m e  a s s t ,  b io lo g y  an d  mgm t, o f  d e e r ,  
M in n e so ta  F i s h  and  Game D i v i s io n .
I n t e r e s t e d  in  b io lo g y  and  p r e s e r v a t i o n  o f  l a r g e  mamm als
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- __________ • . 46  y r s .
BA Z o o lo g y , H um bold t S t a t e  C o l l e g e .
C ours ew ork  in  f i s h e r i e s ,  U. W a sh in g to n .
10  y r s .  f i s h e r y  b i o l o g i s t ,  N a t io n a l  M ari n e  
F i s h e r i e s  S e r v i c e .
6 y r s .  F i s h  an d  Game A s s t . ,  C a l i f o r n i a  F i s h  
an d  Game D e p t.
SCUBA d i v e r ,  f l u e n t  i n  J a p a n e s e .
I n t e r e s t e d  in  m a r in e  f i s h e s  and  i n v e r t e b r a t e s  
o f  t r o p i c a l  P a c i f i c .

__________ .______ , 23 y r s .
MS, BS F i s h e r i e s  b io lo g y ,  M ic h ig a n  S t a t e  U.
(MS e x p e c te d  8 / 7 1 ) .
2 y r s .  R sc h . A s s t . ,  z o o p la n k to n  s tu d y ,  M ic h .
2 su m m er s S o i l  S c i e n t i s t ,  M ic h ig a n .
T h e s i s  on  v a r i a b i l i t y  o f  z o o p la n k to n  p o p u la ­
t i o n s  in  L ak e E r i e .
I n t e r e s t e d  i n  f i s h e r i e s  and  m a r in e  i n v e r t e b r a t e s

■_____; ' 25  y r s .
MS Z o o lo g y , C le m so n U.
BS E n to m o lo g y , U. D e la w a re .
3 y r s .  m e d ic a l  e n to m o lo g i s t ,  d i s e a s e  v e c to r  
s u r v e i l l a n c e  f o r  USAF in  F a r  E a s t .

.__________  30  y r s .
PhD B io lo g y , U.  o f  M is s , ( e x p e c te d  8 / 7 1 ) .
BA B io lo g y , T a rk io  C o l le g e .
1 y r .  p r im a ry  s c h o o l  p r i n c i p a l .
5 y r s .  s e c o n d a ry  s c h o o l  p r i n c i p a l  an d  t e a c h e r  
( b i o l o g y ) .
2% y r s .  g r a d ,  t e a c h in g  a s s t ,  an d  i n s t .  o f  
e n to m o lo g y , M i s s i s s i p p i .
D o c to r a l  r e s e a r c h  on  b e e  f l i e s ,  i n t e r e s t e d  
in  b i o l o g i c a l  c o n t r o l  o f  i n s e c t  p e s t s .
W if e  h a s  MEd, 5 y r s .  s e c o n d a ry  s c h o o l  t e a c h e r  
( E n g l is h  and  s p e e c h ) .
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___________ . " 1 33 y r s .
PhD W i l d l i f e  S c ie n c e ,  T ex as A&M.
MS V e r t e b r a t e  Z o o lo g y , L o u is ia n a  S t .  U.
BS I n d u s t r i a l  M g t. , C a rn e g ie -M e ll o n  U.
1 y r .  A s s t .  P r o f .  B io lo g y , P r a i r i e  View A&M C o l l .  
5 y r s .  t e a c h in g  a s s t . ,  L o u is ia n a  and  T e x a s .
1 sum me r s tu d y  a t  O r g a n iz a t io n  f o r  T r o p ic a l  
S tu d i e s  in  C o s ta  R ic a .
I n t e r e s t e d  in  w i l d l i f e  b io lo g y ,  e s p e c i a l l y  b a t s .

__________, ___  37 y r s .
PhD , MS Z o o lo g y , U. F l o r i d a  (PhD e x p e c te d  8 / 7 1 ) .
BS A p p li e d  S c ie n c e , R ichm on d P r o f e s s i o n a l  I n s t .
1 y r .  i n s t .  o f  b io lo g y ,  S a n ta  Fe J r .  C o l le g e .
1 y r .  e l e c t r o n  m ic ro s c o p y  t e c h n i c i a n ,  U.  o f  F l o r i d a .  
1 y r .  g r a d , t e a c h in g  a s s t . ,  b io lo g y ,  U. F l o r i d a .
1 y r .  g r a d . r s c h .  a s s t . ,  p a le o n to lo g y ,  U.  F l o r i d a .  
2 /3  y r .  c u r a t o r ,  P a c i f i c  b i r d  s u r v e y ,  S m it h s o n ia n  
I n s t i t u t i o n .
D i s s e r t a t i o n  on  a v ia n  s p e rm a to z o a .
I n t e r e s t e d  in  e c o lo g y  an d  n a t u r a l  h i s t o r y  o f  b i r d s .  
W if e  i s  RN w i th  MS ( p e d i a t r i c s )  U.  F l o r i d a  and  e x p . 
in  e n d o c r in o lo g y .

34 y r s .
PhD Z o o lo g y , U. Okl ah om a 1970 .
MA, BA B io lo g y , San  F r a n c is c o  S t a t e  C o l l e g e .
4 m onth s Z o o l o g i s t ,  S an  F r a n c i s c o  Zoo .
4 y r s .  T e a c h in g  A s s t . ,  Z o o lo g y , O kl ah om a an d  
San  F r a n c i s c o .
I n t e r e s t e d  in  e c o lo g y  o f  t r o p i c a l  r e p t i l e s  an d  
a m p h ib ia n s .

____________ .________ 30 y r s .
PhD B io lo g y , U.  C a l i f o r n i a .
MA B io lo g y , U. C o lo ra d o .
BA B io lo g y , Du ke U.
2 y r s .  A s s t .  P r o f .  B io lo g y , C a l i f .  S t .  P o ly te c h .  C o l l  
4 y r s .  T e a c h in g  and  R sc h . A s s t . ,  U. C a l i f o r n i a .
2 y r s .  T e a c h in g  A s s t . ,  U.  C o lo ra d o .
2 su mmers e c o l o g i c a l  s tu d y  w i th  O r g a n iz a t io n  f o r  
T r o p ic a l  S tu d ie s  i n  C o s ta  R ic a .
I n t e r e s t e d  in  e c o lo g y , e s p e c i a l l y  t h a t  o f  l i z a r d s .

60 -2 0 8  O - 71 -  p t.  1 - - - 5 1
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________________ ______  35 y r s .
PhD , MA Z o o lo g y , U. C a l i f o r n i a .
BA Z o o lo g y , U. F l o r i d a .
1 y r .  A s s t .  P r o f . ,  Z o o lo g y , U. F l o r i d a .
1 y r .  A s s t .  C u r a to r  o f  H e rp e to lo g y , F l o r i d a  
S t .  Mu seu m.
P o s t d o c t o r a l  F e ll o w  a t  U. F l o r i d a  and  W a sh in g to n  U. 
1̂ 5 y r s .  r e s e a r c h  i n  M ex ic o , 1 y r .  i n  Pan am a.  
I n t e r e s t e d  in  e c o lo g y  o f  n e o t r o p r i c a l  r e p t i l e s ,  
c u r r e n t l y  w o rk in g  on  e n d a n g e re d  c r o c o d i l i a n  s p e c i e s .  
W if e  h a s  BA in  a n th r o p o lo g y , t r a i n i n g  in  a r t s .

________________  26  y r s .
MS, BS B io lo g y , C a l i f o r n i a  P o ly te c h .  (MS e x p e c te d  6 /7 1 ) .  
G ra d u a te  s tu d y  in  m a r in e  b io lo g y ,  U.  C a l i f .
U .S . D e p t.  o f  HEW T r a in e e  in  a i r  p o l l u t i o n .
3 y r s .  i n s t r u c t o r  o f  l i f e  s c i e n c e s  a t  p r i v a t e  s c h o o l .  
I n t e r e s t e d  in  e n v i r o n m e n ta l  s t u d i e s ,  m a r in e  b io lo g y ,  
c o n s e r v a t i o n  e d u c a t io n .
W if e  h a s  BS Home E conom ic s and  t e a c h in g  e x p .

. ________________  39 y r s  .
PhD Z o o lo g y , U. o f  C a l i f o r n i a  a t  B e r k e le y .
MS Z o o lo g y , L o u is ia n a  S t a t e .
BS B io lo g y , V i r g i n i a  P o ly te c h n ic  I n s t i t u t e .
2 y r s .  A s s i s t a n t  P r o f . ,  B io lo g y , O b e r l in  C o l le g e .
1 y r .  A s s i s t a n t  P r o f . ,  Z o o lo g y , U. o f  W a sh in g to n .
1 y r .  A s s t .  P r o f . ,  Z o o lo g y , San  D ie g o  S t a t e  C o l l e g e .
2 y r s .  f i e l d  w ork  on  b i r d s  in  L a t in  A m e ri c a . 
I n t e r e s t e d  i n  o r n i t h o l o g y ,  e s p .  b e h a v io r  o f  b i r d s  in  
t r o p i c a l  f o r e s t s .

- - 30 y r s .
MA E co lo g y  an d  S y s te m a t i c s ,  U. o f  K an sa s 1970 .
2 y r s .  R e s e a rc h  A s s t ,  on  a n t - f o l l o w i n g  b i r d s  in  
B el em , B r a z i l .
10 m onth s T e a c h in g  A s s t .
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______. 39 yrs.
MS Biology, U. of Oklahoma.
BA Biology, Ohio Dominican College.
7 yrs. high school biology and conservation teacher 
5 yrs. elementary teacher.
5 yrs. research technician, Parke Davis & Co., 
polio vaccine studies.
Research interests: ecological significance of 
phytotoxins.

_ ______ . 54 yrs.
PhD Plant Pathology, Ohio State.
BA Biology, Marietta College.
6 yrs. exp. as instructor at Ohio Agr. Research 
and Development Center.
Interested in biological control of plant disease, 
epidemiology of disease, saprophytic microflora.

_ _________ _____  23 yrs.
MS Wildlife Management, Penn. State U.
BS Forest Technology, Penn. State U.
1 yr. Grad. Asst., teaching forestry, Penn State. 
3 months Rsch. Asst., wildlife mgmt., Penn State. 
Interested in ecology and natural resource mgmt.

_____________ 29 yrs.
MS and BS Fishery Biology, Michigan State U.
2% yrs. Research Asst., plant nutrient uptake, 
Michigan State U.
6 months student helper, identify terrestrial 
plants, Michigan State U.
2 summers Forestry Aide, U.S. Forest Service,, 
Interested in Freshwater Fishery Biology and 
Fish Culture.
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_____________  25  y r s .
PhD W i l d l i f e  E c o lo g y , T exas A&M.
BS B io lo g y , U. T exas a t  E l P a so .
1 y r .  T e a c h in g  A s s t . ,  T ex as A&M, ma mm alo gy  c o u r s e .  
3 m onth s R e s e a rc h  A s s t . ,  N i l g a i  A n te lo p e  s tu d y , 
T ex as  A&M.
I n t e r e s t s :  E c o lo g i c a l  r e s e a r c h  on  mam mals, 
s p e c i f i c a l l y  w i ld  s h e e p  o f  A s ia .

_________________  26  y r s .
MS W i l f l i f e  S c ie n c e ,  T ex as A&M.
1 y r .  e x p . P u b l i c  Use  S p e c i a l i s t ,  D e p t.  I n t e r i o r ,  
A ra n s a s  N a t.  W i l d l i f e  R e fu g e , T e x a s .
2*5 y r s .  R e s e a rc h  A s s t . ,  b r e e d in g  b io lo g y  and  
b e h a v io r  o f  W h it ew in g ed  D oves,  T exas A&M.
1^  y r s .  e x p . a s  L ab . A s s t . ,  Pa n A m eri can  C o l le g e  
an d  A u s t in  S t a t e  C o l le g e .

_________________  29 y r s .
MS F i s h e r i e s ,  U. W a sh in g to n  1970 .
BS F i s h e r i e s ,  C o lo ra d o  S t a t e  U.
8 m onth s B i o l o g i c a l  A id e , I n t e r n a t i o n a l  P a c i f i c  
H a l ib u t  C om m is si on .
2̂ 2 y r s .  R e s e a rc h  I n s t . ,  F i s h e r i e s  R e s e a rc h  I n s t . ,  
U. W a sh in g to n .
6 m onth s B io l o g i c a l  A id e , A la sk a  D e p t.  F i s h  & 
Game , Sal m on  c o u n t s .
I n t e r e s t e d  i n  F i s h e r i e s :  t a g g in g ,  g ro w th  & ag e  
a n a l y s e s .

.__________  27  y r s .
MS F i s h e r i e s ,  U.  W a sh in g to n .
BS Z o o lo g y , C o lo ra d o  S t a t e  U.
7 m onth s R e s e a rc h  T e c h . ,  H i s t o l o g i c a l  w o rk , U.  W ash.  
D e n ta l  S c h o o l .
1% y r s .  L ab . T e c h . ,  p la n k to n  s tu d y ,  U. W ash in g to n  
F i s h e r i e s  R e s e a rc h  I n s t i t u t e .
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_____________________  28 y r s .
MS W i l d l i f e  B io lo g y , BS Z o o lo g y , C o lo ra d o  S t a t e  U.
1 y r .  B i o l o g i s t ,  c o n s e r v a t i o n  p la n n in g ,  w r i t i n g  and  
r e s e a r c h ,  D e fe n d e rs  o f  W i l d l i f e .
1 y r .  N a t u r a l i s t ,  S a g u a ro  N a t io n a l  M on um en t, U. S . 
N a t io n a l  P a rk  S e r v i c e .
2 y r s .  R e s e a rc h  A s s t . ,  p h y s i o l o g i c a l  an d  p a t h o l o g i c a l  
s tu d y  o f  d e e r ,  C o lo ra d o  S t a t e  U.
4 su mmer s F o r e s t r y  A id e  an d  f i r e  lo o k o u t ,  U.  S .
F o r e s t  S e r v i c e .
I n t e r e s t e d  i n  w i l d l i f e  (mam mal)  b io lo g y  and  m anagem ent,  
c o n s e r v a t i o n  o f  e n d a n g e re d  s p e c i e s .
W if e  a s s i s t s  d i r e c t o r  o f  Wo odrow W il so n  I n t e r n a t i o n a l  
C e n te r  ( a id  L a t in  A m eri can s  in  U . S . ) .  E xp. a s  R anger 
H i s t o r i a n ,  U.  S . N a t . P a rk  S e r v i c e .  F o rm er PCV in  
h e a l t h  and  n u t r i t i o n .

___________________  26  y r s .
MS B io lo g y , C h ic ag o  S t a t e  C o l le g e .
BS B io lo g y , U.  I l l i n o i s .
3 m on th s L ab . A s s t . ,  b io c h e m ic a l  a n a l y s e s ,  U. C h ic a g o . 
9 m onth s c o n t r o l  c h e m is t ,  t e s t  d r in k in g  w a te r  a t  
f i l t r a t i o n  p l a n t .
4 m onth s R sc h . A s s t . ,  b io e n g in e e r in g  l a b . ,  U. I l l i n o i s  
I n t e r e s t e d  i n  b io c h e m is t r y ,  p h y s io lo g y  and  b e h a v io r
o f  f i s h e s ;  e v o l u t i o n  and  e c o lo g y  o f  p r i m a t e s .
W if e  h a s  MS I n f o r m a t io n  E n g in e e r in g ,  BS E n g in e e r in g ,
U.  C h ic a g o .
1 y r .  R sc h . A s s t . ,  c o m p u te r  s im u la t i o n  o f  u rb a n  
t r a n s p o r t a t i o n ,  U. C h ic a g o .

_________ , 37 y r s .
BS B io lo g y , E a s te r n  N.  M ex ic o U.
12 y r s .  P a rk  R a n g e r,  U .S . N a t io n a l  P a rk  S e r v i c e .
Wo rk in c lu d e d  i n t e r p r e t i v e  w r i t i n g ,  t a l k s ,  t o u r s ,  
s c h o o l  p ro g ra m s , la w  e n fo rc e m e n t , f i r e  f i g h t i n g ,  
s e a r c h  and  r e s c u e .  Has  b e e n  i n t e r p r e t i v e  s p e c i a l i s t  
f o r  l a s t  7 y r s .  a t  p a r k s  in  N o r th  D a k o ta , U ta h  and  
C a l i f o r n i a .
I n t e r e s t e d  in  m an ag em en t o f  n a t i o n a l  p a r k s .
W if e  h a s  e x p . a s  e x t e n s io n  hom e e c o n o m is t .
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____ .______  , - 26  y r s .
MS W i l d l i f e  B io lo g y , BS W i l d l i f e  M an ag em en t,  S t a t e  
U. o f  N .Y . C o l le g e  o f  F o r e s t r y  (MS e x p e c te d  6 /7 2 ) .
1 y r .  T e a c h in g  A s s t . ,  e c o lo g y  and  an a to m y , SUNY.
8 m onth s F is h  an d  W i l d l i f e  T e c h . , w ood co ck  h e m a to lo g y , 
N .Y . S t a t e  D e p t.  o f  E nv.  C o n s e r v a t io n .
14  m onth s R e s e a rc h  A s s t . ,  w oo dco ck  e c o l o g i c a l  s tu d y  
an d  w i l d l i f e  t e l e m e t r y  t e s t i n g ,  SUNY.
I n t e r e s t e d  in  e c o lo g y  and  h a b i t s  o f  game  a n im a ls , 
c o n s e r v a t i o n  e d u c a t io n .

. . 24  y r s .
MA E c o lo g y , U. C a l i f ,  a t  S a n ta  B a rb a ra  ( e x p e c te d  8 / 7 1 ) .  
BA B io lo g y , S ta n f o r d  U.
2 y r s .  R e se a rc h  A s s t . ,  m a r in e  b io lo g y ,  U.  C a l i f .
1 summ er R sc h . A s s t . ,  i n s e c t  b e h a v io r ,  S t a n f o r d .  
R e s e a rc h  on  b io lo g y  o f  t h e  b la c k  a b a lo n e  an d  s a l i n i t y  
t o l e r a n c e  o f  b a r n a c l e s .
I n t e r e s t e d  in  m a r in e  e c o lo g y  and  p o l l u t i o n  c o n t r o l .

■__________ .______  22 y r s .
MS B o ta n y , BS W i l d l i f e  B io lo g y , U. M onta na 
(MS e x p e c te d  8 / 7 1 ) .
1 y r .  T e a c h in g  A s s t . ,  b o ta n y  and  mam malog y,  U. M onta na . 
I n t e r e s t e d  in  w i l d l i f e  m anagem ent,  b ig  ga m e,  h a b i t a t  
s t u d i e s  and  c o n s e r v a t i o n .

__________ .__________  30 y r s .
MS W i l d l i f e  E c o lo g y , U. W is c o n s in .
BS W i l d l i f e  E c o lo g y , U ta h  S t a t e  U.
1 y r .  P u b l ic  S c h o o l P r i n c i p a l  and  S c ie n c e  T e a c h e r .
8 m onth s F i s h e r y  B i o l o g i s t ,  m a rin e  e c o l o g i c a l  s tu d y , 
U.  S . F i s h  an d  W i l d l i f e  S e r v i c e .
T h e s is  r e s e a r c h  on  e c o lo g y  and  p o p u la t i o n  dy n am ic s 
o f  r e d - t a i l e d  ha w k.
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._____  . 24  y r s  .
MS S a n i t a r y  E n g in e e r in g ,  New Y o rk  U. 19 71  
BS C i v i l  E n g in e e r in g ,  U nio n C o l l e g e .
3 y r s .  A s s t .  S a n ;  E n g in e e r , N .Y . S t a t e  D e p t.  o f  
E n v ir o n m e n t C o n s e r v a t io n  and  D e p t.  o f  H e a l th .
Wo rk on  w a te r  s u p p ly , p o l l u t i o n  c o n t r o l .
Can o p e r a t e  c o n s t r u c t i o n  e q u ip m e n t and  a i r c r a f t .  
I n t e r e s t e d  i n  c o n s e r v a t i o n ,  e n v i r o n m e n ta l  e n g in e e r in g ,  
p o l l u t i o n  c o n t r o l ,  s o l i d  w a s te  m anagem ent.

.________„ , 28  y r s .
PhD Z o o lo g y , U. C a l i f  a t  B e rk e le y  (e x p e c te d  1 1 /7 1 ) .
MS Z o o lo g y , O re gon S t a t e  U.
BS Z o o lo g y , O hio  U.
1 y r .  R e se a rc h  A s s t ,  p h y s io lo g y  an d  e l e c t r o n  m ic ro ­
s c o p y , C a l i f ,  and  O re g o n .
2 y r s .  T e a c h in g  A s s t . ,  Z o o lo g y , O re g o n .
I n t e r e s t e d  in  f u n c t i o n a l  m o rp h o lo g y , p h y s io lo g y  and  
e c o lo g y  o f  m a r in e  i n v e r t e b r a t e s ,  c u l t u r i n g  m o ll u s c  
and  c r u s t a c e a n  l a r v a e ,  p h o to p la n k to n  p h y s io lo g y ,  
c h e m ic a l o c e a n o g ra p h y .

_______ , 2 3 y r s .
MS Z o o lo g y , R u tg e r s  U. (e x p e c te d  1 0 /7 1 ) .
BA B io lo g y , H a r tw ic k  C o l le g e .
1 y r .  T e a c h in g  A s s t . ,  Z o o lo g y , R u tg e r s .
T h e s is  on  e f f e c t s  o f  c h e m ic a ls  on  m a c ro a r th ro p o d  
p o p u la t i o n s  i n  s o i l .
I n t e r e s t e d  in  p o p u la t i o n  e c o lo g y , w i l d l i f e  b i o lo g y ,  
n a t i o n a l  p a r k s  an d  c o n s e r v a t i o n .
W if e  h a s  BS N u rs in g , 1 y r .  i n t e n s i v e  c a r e  in  h o s p .
1 y r .  p u b l i c  h e a l t h  n u r s i n g .
C o n d u c ts  f a m i ly  p la n n in g  and  c h i l d  c a r e  c l i n i c s .

24  y r s .
MS E n v ir o n m e n ta l E n g in e e r in g , R ic e  U. ( e x p e c te d  5 /7 2 ) .  
BA M e c h a n ic a l E n g in e e r in g , R ic e  U.
Sum mer  w ork  a s  m e t a l l u r g i c a l  t e s t e r  o f  a i r c r a f t  p a r t s ,  
t e s t e r  o f  e l e c t r i c a l  pow er  s o u r c e s .
I n t e r e s t e d  and  t r a i n e d  in  w a te r  p o l l u t i o n  c o n t r o l ,  
e m p h a s iz in g  b i o l o g i c a l  and  c h e m ic a l a s p e c t s .
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________________________  24 y r s .
MA J o u r n a l i s m ,  P en n . S t a t e  U.
BA E n g l i s h ,  S t a t e  U.  o f  N .Y . a t  A lb a n y .
1 y r .  E d i t o r ,  I n s t ,  f o r  R e s e a rc h  on  Lan d and  
W ate r R e s o u rc e s , P enn  S t a t e  U.
1 y r .  c o n s u l t a n t  in  o r a l  c o m m u n ic a ti o n s , New Y or k 
S t a t e  D e p t.  o f  C i v i l  S e r v i c e .
1 y r .  E d i t o r ,  New Y ork  S t a t e  A sso c , f o r  M e n ta l H e a l th .

•___________________ 35 y r s .
MS H o r t i c u l t u r e ,  U. H a w a ii .
BS O rn a m e n ta l H o r t i c u l t u r e ,  U. C o n n e c t ic u t .
3 y r s .  A s s t .  L a n d sc a p e  A r c h i t e c t  f o r  p r i v a t e  f i r m .  
2 y r s .  R e s e a rc h  A s s t . ,  h o r t . ,  U. H a w a ii .
E x te n s iv e  fa rm in g  e x p .
I n t e r e s t e d  in  o rn a m e n ta l  p l a n t s ,  p a rk  and  h ig hw ay 
p la n n in g , c o n s e r v a t i o n .

_ _______________  28  y r s  .
PhD P a r a s i t o l o g y ,  Wa yne  S t a t e  U. (e x p e c te d  1 0 /7 1 ) .
BA B io lo g y , K ansa s S t a t e  U.
1 y r .  A s s t .  P r o f .  B io lo g y , H oughto n  C o l le g e . 
C o n d u c te d  p a r a s i t e  s u rv e y s  o f  f r e s h w a te r  f i s h e s ,  
d e e r  and  e lk  in  M ic h ig a n .
I n t e r e s t e d  in  e c o lo g y , p a th o lo g y  and  d i s t r i b u t i o n  
o f  p a r a s i t e s  o f  f i s h e s ,  an d  in  d e v e lo p m e n ta l b io lo g y  
o f  t r e m a to d e s .
W if e h a s  MS P h y s ic a l  c h e m is t r y ,  3% y r s .  r e s e a r c h  in  
b io c h e m is t r y  and  b io p h y s ic s  f o r  M ic h ig a n  C an cer 
F o u n d a t io n .

______________ -_____ _  29  y r s .
PhD Z o o lo g y , U. C a l i f ,  a t  B e rk e le y  (e x p e c te d  9 / 7 1 ) .
BA B io lo g y , Ken yo n C o l le g e .
2 y r s .  A s s t .  P r o f .  B i o l o g i c a l  S c ie n c e s ,  San  J o s e  S t a t e  C o l.  
1 y r .  T e a c h in g  A s s t . ,  Z o o lo g y , U. C a l i f .
Summer w ork  a s  N a t io n a l  P a rk  R anger -  N a t u r a l i s t ,  T ech .
A id e  in  m o sq u it o  c o n t r o l  p ro g ra m , R sc h . p a r t i c i p a n t  
in  b i r d  p a r a s i t e  s tu d y ,  A s s t ,  in  f i e l d  s t u d i e s  o f  
e lk  and  m oose .
G ra d u a te  c o u rse w o rk  a t  F r id a y  H arb o r M ari n e  L ab . an d  
U.  o f  C o s ta  R ic a  w i th  O .T .S .
D o c to r a l  r e s e a r c h  on e c o lo g y  o f  m a r in e  i n v e r t e b r a t e s .
I n t e r e s t e d  in  p o p u la t i o n  s t u d i e s  and  g e n e r a l  f i e l d  r s c h .  W if e  h a s  MS Z o o lo g y , e x p o a s  t e a c h e r  an d  r s c h .  g e n e t i c i s t .
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TR AN SITION  PROGRAM

Mr. P assman. Do you subscribe to the theory tha t when you do 
something for people what they could and should do for themselves, 
they are inclined to become complacent ?

Mr. B latchford. Yes, s ir ; I do.
Mr. P assman. When you send these youngsters abroad, you have 

some reason why you are sending them. They have some reason why 
they are going, too. Maybe to stay out of the Army but since they have 
changed th at p lan, I don’t know. Inasmuch as you do such a selling job 
on the American public about recrui ting these people, that  they are so 
experienced and they are going to go abroad and impart all of this 
great  knowledge, but when they return they are helpless and you have 
to go out and find a job for them? Do you give them an opportunity 
after they return to go out and seek a job on thei r own before you 
take them over?

Mr. B latchford. Absolutely.
Mr. Passman. When they don’t find a job, you pick them up?
Mr. Blatchford. No; we enroll them overseas.
Mr. P assman. W hat?
Mr. Blatchford. This was a pilot project no longer active because 

of the merger. I t was an attempt to enroll people with overseas experi­
ence in programs domestically and thereby implement the thi rd pur­
pose of the Peace Corps Act, which to  help America through its re­
turning volunteer and what he could contribute a fter he came home.

Mr. P assman. I  thought he went abroad with this experience and he 
was going to enlarge upon th at experience. He was going to impart thi s 
grea t knowledge to these people abroad.

Mr. Blatchford. That is right.
Mr. Passman. Now you bring him back as a helpless babe and take 

him in your arms and find him a job?
Mr. Blatchford. Not at all. But we can facilit ate-----
Mr. Passman. I thought tha t he had acquired this  sta tus before he 

went abroad ?
Mr. B latchford. He has the status.
Mr. Passman. He went abroad to impart great knowledge to these 

people and now you b ring him back and he doesn’t know how to go 
about looking for a job so you take him over?

Air. Blatchford. Wc found that  indus try, the State Department, 
mayors and Governors, sent representatives to these transit ion centers 
to talk  to the volunteers because this was a very great  a id to  them as 
well as to find out where their resources were.

Air. Rooney. Those fellows from the State Department must have 
been from the Loose Pack; they didn’t have anywhere else to send 
them. You know, in  the State  Department they have an area called 
Loose Pack.

Air. Blatchford. I am not familiar with that .
Air. Rooney. They don’t have an area to assign those fellows. I 

take it these are the people sent to this meeting or meetings ?
Air. Blatchford. They are often looking for aid, and when I say 

tha t I mean State Department and AID. Specialist on specific as­
signments to pick up on technical capacity. The same th ing Alayor 
Lindsay-----
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Mr. Rooney. Now you are surely in the ri ght  league.Mr. P assman. What is the name?
Mr. Blatciiford. The mayor of New York and the mayor of Cleve­land.
Mr. Passman. Is your best recommendation?
Mr. B latch ford. No; I am not recommending him.
Mr. Rooney. l ie  ought to be in the Peace Corps himself.Mr. Passman. I think he would make a good volunteer.
Here is what concerns any serious-minded person. You represent to the committee, to the Congress and to the people of America that you are taking  these people who have great experience and they are well qualified to be sent abroad to impart knowledge tha t will be bene­ficial to the people in those countries. They go over for a year or two and you take some of them out of colleges, some of them out of uni­versities and you indicate th at you are borrowing some of them from society so that  they can impart this knowledge they have already acquired.
Mr. Blatciiford. T hat is correct.
Mr. Passman. If  that  be true, when they return , 1 wouldn’t know why they wouldn’t want to go back to their respective communities and pick up where they left off with even grea ter knowledge, if they are as good as you said they are before you sent them out.Mr. Blatciiford. That is righ t.
Mr. P assman, ^ ou said “Tha t is righ t.” but you had this recruit ing program and the  purpose was to find jobs for them. You can not have it both ways.
Mr. B latciiford. Again, i t was not just to find jobs and occupations for them. They can get jobs. It  was to try to steer them into activities which would be helpful to the country here—social services, urban planners, people tha t were needed here. You have mentioned environment.
Mr. P assman. It was not to help them get a job?Mr. B latciiford. No.
Mr. Passman. Do you think they acquired any experience abroad? They didn’t go over to be taught,  did they ?
Mr. B latciiford. No.
Mr. P assman. They knew more when they came back than when they went over?
Mr. Blatciiford. I would hope they would-----
Mr. McE wen. Would the chairman yield?
Don’t we have a program like this for any other young people to be sure tha t the ir talen ts are not wasted and we get this in the right place ?Mr. B latciiford. Yes, sir;  The Navy has a program which is highly successful in San I rancisco which helps the veteran coming back and those who returned  from the Navy to be able to use whatever executive talent and electronics skill they have, because they have been out of the system a few years to come back in, plug in well to the system here.The President inaugurated the new program such as this fo r re turn­ing veterans from Vietnam where they can be channeled into helpful and useful activities.
Mr. Rooney. That justification is in the Peace Corps?Mr. Blatciiford. We started before that .
Mr. McEwen. That is my understanding,  they started first. If  we are coming to th is job bank concept and going to know what  the skills
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arc tha t they had, fine. I  never could understand why, a t the very i n­
ception of the Peace Corps, it had to set up a special program to take 
care of these people when they came back.

1 share the chairman’s feeling. If  they are so all-fired competent to 
save the world, why do we have to save them when they come home ?

Mr. B latciiford. We don’t have to. I t is ju st a question of whether 
America can utilize thei r ski lls or not. We don' t have to do this. It  is 
just an investment which pays off, and not only in their lives but in 
the communities around the country tha t are desperately looking for 
people with those particular  backgrounds and skills.

Mr. Rooney. Would the gentleman yield ?
Get them some funding  down at OEO ?
Mr. Blatciiford. No. We pay some of the people, manpower and 

train ing. They pay thei r own way to come in and own t ransportation 
to get to the center.

Mr. Rooney. I  guess tha t went out in lef t field. You know in Brook­
lyn they say they want some funding. Thank you.

Mr. P assman. The very fact that  these people have been run out of 
14 countries is not a personal responsibility of yours. T thought you 
should at the proper time when the dust is settled, look at the same 
program tha t has been going for 25 years under the bilateral techni ­
cal aid program where we sent these people abroad with the exper i­
ence, and the AID  agency just verified we had only been asked to get 
our personnel out of one country in the world, which was Cambodia.

That is the only nation on the face of the earth.
Mr. Blatchford. How about Indonesia?
Mr. P assman. They did not. They asked the Peace Corps to get out 

but not AID. We never suspended it but continued disbursing the tech­
nical aid program.

Mr. Blatchford. TA or financial loan?
Mr. Passman. They did not ask us o ut ; they asked the Peace Corps 

out, but we verified this with the AID  agency and went directly to 
the Controller. We were only asked to get our personnel out of one 
country. Tha t was Cambodia. Now there are four  other countries or 
maybe five where we broke off diplomatic relations  and suspended it . 
We have never been asked out  of but one country . Compare your 10 
years’ experience with AI D’s 25 years’ experience, where they have 
disbursed billions of dollars, and have been so successful. Here you 
have been asked to get out of 14 nations doing the same type of work. 
At least you ought to look into it because there is something back of 
this. They just don’t come along and take one program  and say, “Get 
out of here,” without something being back of it.

FISCAL REPOR TIN G IN  NE W AGENCY

You are going to have a new program known as Action, and no­
where in it will Peace Corps be mentioned. It  will be Action Int ern a­
tional and Action Domestic.

Do you feel tha t you should possibly get all of your money from one 
subcommittee? Aren’t you going to  have difficulties sp litting this into 
pieces, going before several subcommittees when your assistant tes ti­
fied that you are going to have one set of books? Wouldn't you fare  
better if you had to justi fy it to only one committee, since it  is going 
to be in a lump sum on your records ?
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Mr. Blatciiford. As far  as I, personally, am concerned, it does not 
matter to me. I would be happy to testify before a number of com­
mittees or one committee.

Mr. Passman. I don't know why you would like to go through 
several committees when you are going to have only one account.

Mr. Blatciiford. I said that  I would be willing to. I didn 't say I 
would be-----

Mr. P assman. I  don’t know whether you have any business experi­
ence or not. You are too young to have bad much. Your assistant here 
said it was in one account. Is tha t what you said ?

Mr. Buehler. Yes, sir.
Mr. P assman. Let me talk  to you as a businessman. Since it is in one 

account and one entry, would it not be be tter to put it together and 
justi fy it before one committee ra ther  than to go before several com­
mittees? T am try ing  to be realistic about this.

Mr. Blatciiford. From an agency management point of view, yes, 
sir.

Mr. S iiriver. T hat  is our responsibility- He does not decide where it 
is going to go.

Mr. Rooney. No.
Mr. P assman. Tf he is going to administer th is program he certainly 

should have some knowledge as to the business approach. As long as 
the gentleman over here says it is going to go into one account it would 
appear to me that  you ought to justify  it in one piece.

Mr. McEwen. Would the chairman yield?
Does the gentleman mean there is no breakdown of this account?
Mr. Blatciiford. No. We added clearly there would be a breakdown 

as to  the expenses. There are many accounts. There are the accounts 
for the Internationa l, accounts for what Mr. Buehler said will go 
into—what?

Mr. Buehler. One appropria tion.
Mr. Blatciiford. One appropr iation with one general bank account. 

As fa r as-----
Mr. P assman. You make a breakdown even under your present sys­

tem, do you not?
Mr. Blatciiford. Yes, sir; many accounts.
Mr. Passman. A on have your travel, you have all different costs 

drawn out of th is general account. You are going to put it in one head­
ing, as you said you are going to do, one account—is that right ?

Mr. Buehler. Yes, sir.
Mr. P assman. If that  be true, then I th ink you would be able to do 

a be tter job if you had to justify i t in one item. You are going to have several pieces to it?
Mr. Blatciiford. Yes, sir.
Mr. Passman. Phis is going to be a li ttle mixed up, in my opinion.Mr. Roybal ?

PROBLEMS OF THE PEAC E CORPS

Mr. Roybal. Thank you, Mr. Chairman.
Mr. Chairman, I have been a friend of  the Peace Corps right along. 

I see thei r assets and thei r liabilities, but I think certain accusations 
if carefully  analyzed can lead to the conclusion th at the Peace Corps
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is not really tha t bad. W hat I am saying is th at some of the problems 
tha t the Peace Corps may be having with  the committee and Members 
of Congress is probably direct ly due to the executives and the adminis­
trative section of the Peace Corps. I don’t think  th at anyone can deny 
the fact that  the volunteer is doing a good job.

Mr. Passman. Don’t speak for me. I certainly respect the gentle­
man’s views, but if I had to meet my Maker in 3 minutes and the last 
decision the good Lord would let me make—it would be to abolish the 
Peace Corps. Then I  could die in peace. That is my feeling. I might as 
well put it in the record.

Mr. Roybal. Mr. Chairman, I was speaking for myself and no one 
else. These are my opinions with regard to the Peace Corps. 1 do not 
defend some of the bad things that  no doubt have occurred and are 
occurring, but I do compliment those individuals that I personally 
have seen out in the field tha t have done a good job, individuals  who 
have asked to remain, even though there have been intergovernmental 
conflicts within  a country . One of those countries is the Dominican Re­
public, as an example, where the Peace Corps played a tremendous 
role servicing in friendly terms the conflicting groups. I think Guate­
mala was another.

There are some countries perhaps  where the Peace Corps has been 
asked to leave and others where they have been allowed to remain. 
The tru th of the matter is that not everything about the Peace Corps 
is bad. I think we must stipulate the fac t that  the Peace Corps is made 
up of individuals , and because i t is made up of individuals  there are 
a lot of failings, as much in the Peace Corps as any other Department.

Having said that , 1 would like to say fo r the  record th at where my 
tremendous critic ism of  the Peace Corps lies is not with the volunteer 
as it is with the cost of administrative expenses, particularly those 
here in Washington, D.C.

The Peace Corps volunteer works fo r practically nothing. The ad­
ministrative expenses are high because the people working within th at 
part icular category are gett ing good money. I  don’t say they are not 
worth it, but it seems to me there are too many of them.

The statement  that I read here on page 7 of the justifications is one 
tha t I have read many times, not in this committee, since I have only 
been here just this year, but in the Committee on Foreign  Affairs in 
which I served for 6 years. You state tha t “The Peace Corps started 
in 1962 with a budget of about $30 million,’’ and tha t this coming 
fiscal year you are asking for $82.2 million.

INCR EASED EF FICI EN CY  AND INCR EAS ED COST

However, the statement that  follows is the one tha t confuses me 
most ever year, t ha t is, “A constant effort is made to reduce costs and 
improve efficiency.” That is a statement th at I have been reading every 
year and it seems to me by now your reduction of costs would have 
reached rock bottom and the  institution because of its efficiency opera­
tion would be at its very highest.

You go on, “Particularly in significant areas of train ing,  admini­
stration, overseas program, and the size of the Washington  headquar­
ters staff.”
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T come back again  to  t hi s one po int , the  W ashing ton headquarters . Phis has  been under the proce ss of reduct ion  as long as T hav e been here  in Wash ing ton  and ap pa rent ly  you have no t reduced very much. What is the  sit ua tio n ?
Mr. Blatchford. Th e s itu ati on  is t ha t it d id increase. It  h as not been under red uction constan tly . It  was reduced 29 perce nt in t he  last year  an d a ha lf.  That  is in to ta l num ber s of peop le. I  can  show you righ t-----
Mr. R ooney. Fro m how many  to how many ?
Mr. Blatchford. Sa la ry  increases th at  hav e occ urred to employees  raise the expenses  on a com par able basis : $28.4 m illion in ad min is tra ­tive expenses wou ld be $23.5 mi llion down $5 m illion, i f it h ad  not been for  the  pay  raises.  We reduced personnel . We reduced personnel , but we don t reduce the overh ead  because pay  raises of  those  rem ain ing  con tinu e to take up the  same amo unt  of  money. These are Federal  pay  raises.
Mr. Rooney. In the  red uction to which you  ref err ed , how  many permane nt pos itions w ere redu ced  to ho w m any  ?
Mr.  Bueh ler . T he  end  st reng th  in fiscal ye ar  1970 for  W ashing ton was 573. I t is an tic ipated  it will  be 415 in 1972.
Mr.  P assman. Wo uld  you yie ld ?
Mr. Rooney. These are perm anent positions ?
Mr. P assman. W ha t was the  Peace Corps  cost in 1969? What was the  averag e cost of  one in div idu al ? ?
Mr. Bueiiler. In  1969 it  was abou t------
Mr. P assman. In  1963 it was $9,074, is that  co rrect?Mr. Bueiiler. Yes, s ir.
Mr. P assman. Th en it  has gone  up and down. In  1971 you reached a figure of  $10,613 ?
Mr. Bueiiler. Yes, s ir.
Mr. P assman. Now you a re at  $9,873 ?
Mr. Blatchford. Yes, sir.
Mr. P assman. I th in k Mr.  Royba l mak es a very good point . If  you look at  i t on  th e bas is o f this , then y ou r rep ly is n ot cle ar on t he  record.Mr. Roybal. This is precisely  the  point  I was g et tin g to.
Mr.  B latchford. Since we are  being com par ed to othe r agencies who get  pa id  in do lla rs and salarie s, if  you took the Peace Corps  v ol­un tee r and  he increased  his  l iv ing allowan ce and his  rea dju stm ent al ­lowance at  th e same level th at  A ID  people h ave  incre ased t he irs  in  the field and othe r agencies have, you wou ld have a very low percen tage, fa r lower th an  33 percen t ad mi nis tra tio n.  The volun tee r because of an act  o f Congres s gets  $75 a mon th. The pra ctice in the field, nonadm in-  ist ra tiv e man, the vol untee r, sti ll gets $50 a mo nth  in Nep al and $75 a mo nth  in the ban k, th e same as in 1961, b ut infl atio n and trai ni ng  costs and  airli ne  ticke ts and everything  else have  gone up con sider­ably . You hav e to have a high er  per cen tage or  rat io  of ad min is tra­tio n because yo u have k ep t y ou r fie ld p rogram  a t e xac tly  the same  cost.Mr.  ^ ()Y BA L- T hi s makes sense, b ut yo ur  reduction  in  personn el from  573 to 415, pa rt ic ul ar ly  when your  emphasi s is on efficiency, is not  a gr ea t reduct ion  ov er a perio d of  the se many years .
Mr. Blatchford. We hav e only been here 2 years  in th is admi nis tra tio n.
Mr. Roybal. T he  red uc tion is ta ki ng  place in  th is  year,  not over a period of ma ny y ears .
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Air. B latchford. I can only say tha t we came in 2 years ago and we 
have had 1 ^  years to reduce it.

Mr. Rooney. Would the gentleman yield?
There was a time when the administrative expenses went up from 

29.5 percent in 19G9 to 34.5 percent in 1972.
Mr. Blatchford. That  is a percentage.
Mr. R ooney. Yes.
Air. Blatchford. But  the  amount o f money is going down.
Air. Rooney. We are talk ing about percentage ?
Air. Buehler. If  they trans lated the volunteer allowances into sal­

aries, I believe a comparison of the admin istration costs would get them 
below 10 percent.

Air. Blatchford. If  you are at the 70 percent we are earning over­
seas, what they could earn if  they worked fo r AID  or for  any industry, 
and you trans lated this  into salaries instead of their willingness to 
volunteer and live on a subsistence allowance, the overhead to support 
them would be, as Air. Buehler said, less than  10 percent.

Air. Rooney. I cannot buy that.
Air. P assman. We want to keep the record straight .
You read in the  record tha t the Peace Corpsman was getting $75 a 

month. Tha t would be $900 a year, whereas the facts are that this 
Peace Corpsman is getting  $2,400 a year. Isn 't tha t correct?

Air. Buehler. $900 is going into a trust  account th at- ----
Air. P assman. That does not make a bit of difference. When he serves 

his year he comes out and has $2,400 ?
Air. Buehler. That  is righ t.
Air. P assman. If  you read this record you would think  it is $900. 

There have been so many innuendoes and intentional mistakes of this 
outfit that  I am suspicious of every bit of this.  I didn 't want the rec­
ord to show lie is g etting  $900 when he is getting $2,400. You merely 
retain this when he comes home and you give it to him.

Air. Buehler. If  you compare it to the 15 or 18-----
Air. Passman. Air. Roybal is doing the examining. I want to keep 

the record st raigh t. It is not $900 but $2,400, and you answered in the 
affirmative. That is all 1 wanted to get in the record. Than k you.

Air. Blatchford. Air. Roybal, it is like the church. If you were ad­
ministering, which is heavy administrative expenses—if I were ad­
ministering 100 volunteers gettin g nothing but their lunches, my sal­
ary would be 90 percent of the administration of the program. Tha t 
is the point 1 am trying to make. This is a volunteer program where 
the people in the field are depressed in what they are receiving. They 
cannot be compared to industry  or a Government program where 
everyone is on salary.

Air. Roybal. The people in the field are actually administered to by 
the director of that part icular area ?

Air. Blatchford. Yes, sir.

WA SH INGT ON  STA FF

Air. Roybal. Xot by the people sitt ing here in Washington,  is tha t 
cor rec t?

Air. Blatchford. That is right. Overseas staff as well as a AVashing- 
ton staff. The Washington staff handles mainly the recruitment and 
selection on this end.
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Mr. Roybal. The criticism that  I hear and that  T happen to agree with is th at your Washington staff is top heavy.
Mr. Blatciiford. Tha t is exactly what the President told me when I arrived here 2 years ago. We cut this 29 percent in the 2-year period, which is pre tty substantia l.
Mr. Roybal. I)o you intend to cut it further?
Mr. Blatciiford. This will depend completely on the merger. We expect to be able to make savings when we s tart  merging administra ­tion, budget people, recruitment. I would assume it would.Mr. Roybal. Is it also possible because of the merger you would want to increase it next year?
Mr. B latciiford. No.
Mr. Roybal. You say because of the merger, chances of decreasing it are better than  chances of increasing it?
Mr. Blatciiford. Definitely.
Mr. Roybal. Is this where your statement of efficiency comes in then?
Mr. Blatciiford. The statement of efficiency is a fact of numbers reduced and percentages reduced in 1- and 2-year periods. We can show tha t tha t is more efficient. You are still able to opera te the  same program with more people with $3 million less in this coming year  of administrative costs.
Yet we will have more volunteers in the  field. That is efficiency. We expect to have greater  efficiencies once this merger gets underway.Mr. R oybal. More volunteers in the field is something tha t I agree with and I don't think you have to have one executive sitting here in M ashington for every 10 volunteers you have out in the  field.Mr. Blatciiford. I agree.
Mr. Roybal. Therefore, that  is not your intention. Your intention is to provide the efficiency t hat  is necessary, to perhaps even decrease the personnel that you have in Washington, but, nevertheless, increase the efficiency of the volunteer who is doing the community work in whatever area he is working?

AM ERICA N STA FF OVERSEAS

Mr. B latciiford. Yes, sir. We also want to put the volunteers more under local supervision where we will not need American supervisors and staff and personnel. In Malta we have no American staff. In Mali we have one. In Malawi we only have one s taff member, a very low paid man, for all the volunteers in the country. We are finding out ways of reducing the American staff and using much more the host country national agencies to supervise.
Mr. Roybal. Does that  mean, then, tha t your Peace Corps director in a part icular section of the world will no longer be needed as a director in tha t area ?
Mr. Blatciiford. That is right;  no director in Malta, in tha t country.
Mr. Roybal. In what other countries don't you have a director?Mr. Blatciiford. That is the first one.
Mr. Royb al. Therefore, that is the only one ?
Mr. Blatciiford. And Panama, where it is under multinational.Mr. Roybal. But you do have a director in other Latin-American countries ?
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Mr. Blatchford. That is the way it  started . The Peace Corps began 
tha t way with a completely American-staffed operation, and we are 
trying to change that.

Mr. Roybal. That is the point. Is there a change contemplated?
Mr. Blatchford. This is a change in policy in the last 2 years, to 

reduce the American staff presence and to turn it over more to the 
nationals.

Mr. Roybal. And that is a change that will result in more efficiency ?
Mr. B latchford. It  a lready has resulted in a 29-percent cutback in 

American staff. Do you have a figure on that ?
Mr. Buehler. We have reduced physicians from 134 to 46, sir.
Mr. R oybal. There is one country where you don't have the volun­

teers under American supervision. Then the second, which may be 
Panam a ?

Mr. Blatchford. Yes.
Mr. Roybal. Tha t makes two out of 55?
Mr. Blatchford. Out of 55.
Mr. R oybal. Then you made a savings of 29 percent with only two 

countries-----
Mr. Blatchford. No, no; we reduced the others. As I say, physicians 

from 134 to 46. Tha t is American physicians where we have been able 
to tu rn it over to local doctors. There are secretaries. We have reduced 
American secretaries and turned that over to local secretaries.

Mr. Roybal. The physicians were classified as volunteers, were they 
not ?

Mr. Blatchford. Staff.
Mr. Roybal. Therefore , they were getting a salary that a physician 

would get in the  Uni ted States.
Mr. Blatchford. I don't know i f it would be comparable; probably 

less.
Mr. Roybal. The Peace Corpsman definitely gets a sa lary compar­

able to that in the United  States, does he not?
Mr. Buehler. We have a wide range.
Mr. B latchford. It depends on what he did before. If  he was a cor­

poration executive, he takes a big cut. If  it were a university  profes­
sor lie would probably be doing as well.

Mr. Roybal. In that  parti cular category of physicians, what other 
classification do you have of professional people whose work will be 
terminated under your present proposal of efficiency?

Mr. Blatchford. Our policy is to phase out American physicians, 
secretaries, and administrative  officers, to reduce the associate d irec­
tors who are generally supervisors and let that then be supervised by 
the Ministry people and to provide only technical people in backstop­
ping instead of a general supervisor. If it is an agricultura l expert, 
backup man, we may continue him if the country doesn't have that.  
The same in education, and same in skilled trades, and so fo rth, but 
to remove the general supervisors that are Americans and train locals 
to do tha t job and let the Ministry do them. It is a worldwide policy. 
It has worked very strongly  now with the administrative  personnel, 
the general supervisors. Eventually we would hope th at the technical 
men themselves would be able to be turned over to the nationals , and 
it would be just volunteers supervised by local technical people and 
maybe one or two staff members with liaison with the Embassy and 
with Washington.

6 0 -2 0 8  0  - 71 - p t.  1 - - - 5 2
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Mr. Roybal. H ow will tha t operate in the event there is a merger?
Mr. Blatchford. We will continue that policy overseas.
Mr. Roybal. You will continue tha t policy overseas?
Mr. B latchford. Of reduction of American staff overseas.
Mr. Roybal. In the case of physicians working overseas, will they 

be placed in positions in the United  States under  the merger?
Mr. Blatchford. No. They are just being phased out unless they 

volunteered for a health program or something like this.
Mr. Roybal. That  is all, Mr. Chairman.
Mr. P assman. Thank  you.
Mr. Rooney. Mr. Chairman, may I  just ask a question or two?
Mr. P assman. Yes.

SE CURI TY

Mr. Rooney. Who does the checking for security of personnel over­seas?
Mr. Blatchford. We have two things. We have a national agency 

check which is a very efficient check and we use the-----
Mr. Rooney. I s that  the Civil Service Commission check ?
Mr. Blatchford. Yes.
Mr. Rooney. That is a perfunctory thing.
Mr. Blatchford. No; we have more than that.
Mr. L eland. We have a full field Civil Service background investi­gation for every employee overseas.
Mr. Blatchford. We use the full field investigation for employees 

and in many cases with the volunteers, volunteer family and many 
types of volunteers.

Mr. Rooney. Wha t supervision do you have over them overseas?
Mr. Blatchford. Over the volunteers ?
Mr. Rooney. Yes.
Mr. B latchford. As we were just discussing, we have our own staff 

which report there, a country director in most cases and a staff, de­pending on the size of the program and the skills.
Mr. Rooney. Have you found in the past any violators of so-called 

national  security among Peace Corps personnel overseas ?
Mr. Blatchford. Not as far  as finding subversives. I don’t think that we have ever found a subversive.
Mr. Rooney. How about homosexuals ?
Mr. Blatchford. I don’t doubt tha t there have been terminations 

which there  are each year for those who have psychological problems. They are not identified, necessarily.
Mr. Rooney. They have them each year in the State Department, too, but my next question is: How many ?
Mr. Blatchford. All I can do is furnish you the  number who are 

terminated early for emotional or psychological reasons. I don’t believe 
they publicly identi fy them as homosexuals.

Mr. R ooney. You don’t get a res ignation from them in which they 
admit to being a homosexual, is th at right , the same as the State De­
partment does, the Foreign Service ?
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Mr. Blatchford. I don’t believe tha t they are classified as such. 
They are terminated under a category which has to do with emotional 
and pyschological reasons. They may want to add tha t to the record 
hut I doubt it.

Mr. Rooney. You d idn’t have any personnel in tha t parade  on Sun­
day in Xew York, did you? There was a Washington delegation up 
there, you know.

Mr. Blatchford. Which parade ?
Mr. Rooney. The one on Sunday. Did you not read about it ?
Mr. Blatchford. Oh, no, I don’t believe we did. Tha t is not our bag,
Mr. Rooney. No. Apparen tly you get away from th is problem. Well, 

now, will you list  these people without names—I am not interested in 
names—describing exactly what their problems are? You call them 
problems, emotional problems; is that right  ?

Mr. Blatchford. Emotional or psychological problems.
Mr. Rooney. Yes. Well, you will describe what problems there 

were and we want to know how many of them.
(The information follows:)

From Janu ary 1, 1970 to June  30, 1971, the  following  Peace Corps volunteers 
were retu rned from overseas assignments for psychological or psychia tric  
reason s:
Latin America___________________________________________________  59
Africa  ________________________________________________________  48
E as t As ia an d Pa ci fic__________________________________________________  29
North Africa, Nea r East and  South Asia ____________________________  29

Tot al  __________________________________________________________  165

DRUG INV OLVEME NT

Mr. Rooney. Now, have you found any users or possessors or dealers 
in narcotics in your overseas personnel ?

Mr. Blatchford. We have found none as far  as so-called hard drugs. 
We have had to terminate about 12 volunteers  for  possession or use of 
marihuana.

Mr. Rooney. And where were they all ? All in the same country or in 
different countries?

Mr. Blatchford. Malaysia, Fij i come to mind right now. I could 
furnish the exact countries.

Mr. R ooney. Please insert that  definite information at th is point in 
the record, if you will.

(The information follows:)
No records have been kept  on termin atio ns result ing  f rom use or possession of 

marihu ana  unti l the pas t year.  Since that  time, the re have been nine in number, 
all in Afghanistan, and occurring  between Jul y and December 1970.

Mr. Rooney. That  is all, Mr. Chairman.

SEC URITY  CH EC KS  ON LOCAL EMPLO YEES

Mr. P assman. Briefly quoting from your statement:
Today more tha n ha lf of our  overseas staff  are  non-Americans—an other ind i­

cation of our emphasis on m aking the  Peace Corps “their s” as well as “ours.”
What method do you use in checking out the overseas foreigners th at 

you hire with respect to security ?
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Mr. Leland. They have to have a background investigation done by the Embassy. They a re Foreign Service local h ire employees.Mr. P assman. Who hires them? American personnel?
Mr. Leland. We h ire them. The Peace Corps hires them. The Em­bassy does a background investigation.
Mr. Passman. But you don't have a security check as such, other than maybe the secretary in an Embassy will ask a few questions and fill out a form ?
Mr. Leland. They are supposed to do a fur the r check than  that , but the Foreign Service local employees still cannot have access to  classified information.
Mr. Blatciiford. It is similar to the AID.
Mr. Rooney. I on  demand from the local police a statement with re­gard  to the local employee; is tha t righ t?
Mr. Leland. That  is one of the things; yes.
Mr. Passman. And you just stated tha t they cannot have access to classified information;  is that correct?
Mr. Leland. They cannot receive classified information.Mr. Passman. You mean the Embassy?
Mr. Buehler. No; the employees.
Mi*. P assman. The employee. W hat do you mean he cannot receive classified information  ? I  am more interested in the check tha t we make.Mr. Rooney. He is not cleared for us.
Mr. Passman. Oh, I see. So he could be a homosexual or anyth ing else and you just don’t get far  enough into it to know much about his background ? Do you pay the foreign personnel ?
Mr. Blatciiford. Yes, we do.
Mr. Passman. The same as ours ? What  do you pay them ?
Mr. Buehler. We pay them in accordance with the locally approved wage rates as indicated by the State Department, sir.
Mr. P assman. Oh, I see. Then they get more than our personnel but  they don't get the al lowance; is that righ t ?
Mr. Buehler. They don't get more than our personnel, sir.Mr. Blatciiford. Generally, they get considerably less.

sports corps

Mr. Passman. I notice on page 11 of your s tatement you say: “We have already developed a Spoi ls Corps . . Is tha t right? ’Mr. Blatciiford. That is correct.
Mr. Passman. What is the Sports Corps? Define this, if you will.Mr. Blatciiford. The Spor ts Corps is nothing more than an a ttempt to answer the country s request for people in recreation and coaching, dust as in other skills, skilled trades, and agriculture, the demands have been great  tor  experienced people with degrees who know how to do the job. In sports, we have moved away from just general recreation to physical education programs, urban recreation programs, and ac­tually  coaching their team.
I will give you an example. The President of Venezuela came here and asked Mr. Nixon fo r coaches to set up recreation programs in the urban slum areas of his country.
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Mr. Passman. He must  not have had anything  too im portant to dis­
cuss with Mr. Nixon if he made a trip  up here for that.

Mr. B latchford. 1 am sure he came for other tilings as well.
Mr. Passman. Let's get back to the question before you get away 

from it. We have already developed the Sports Corps, and you know 
where you are sending these people, usually in the Fa r East, or the 
Middle East. Almost without  exception in every town and city the 
most prominent thing  they have is a big spoil s arena. Isn 't tha t 
correct ?

Mr. Blatchford. Yes, that  is correct.
Mr. P assman. And they play their  games well, and they have sports 

tha t are peculiar to tha t par t of the world, do they not i
Mr. Blatchford. They have their own recreation.
Mr. Passman. Yes, and it just looks like you people are just trying 

to cover the water front. It  would also appear tha t you are setting up 
an International Ecology Corps in addition to the environmental 
areas. Is t ha t correct ?

Mr. Blatchford. Not in addition to the environment. T hat  includes 
the work in natu ral resources, conservation, the environment, and 
the like. It  is all under one.

ACQ UIR IN G A SK IL L

Mr. Passman. This is the No. 1 problem in America today. We 
have gone over that. Now, you fur ther  state in your statement:

We are also looking at several training models in the hopes of fashioning 
programs tha t will allow more Americans who do not enter with a skill to 
acquire the talents needed in promoting development.

Does that mean you are h iring  raw recruits  hoping tha t they ge t in ?
Mr. Blatchford. No. As you know, Mr. Chairman, our emphasis 

for this whole 2 years has been away from the generalist  perform ing 
in any task in the village and towards specialists.

Mr. Passman. I  didn’t quote you out of  context ; I read a complete- 
sentence of yours.

Mr. Blatchford. I am trying to  give you the answer. The explana­
tion is th at we are try ing  to train people and give them grea ter spe­
cialties and more specialties so that we will be giving the countries the 
kind of people they need and are demanding every day. Instead of 
giving them generalists we want to give them specialists, and I think  
you have been in agreement with that direction that  we have been 
going in the las t 2 years.

Mr. Passman. En ter what with a skill ? The Peace Corps?
Mr. Bl atchford. Tha t is rig ht ; into the Peace Corps.
Mr. P assman. So if they do not enter with a skill then you expect 

them to acquire the talents needed in promoting development? I 
don’t quite understand what you mean.

Mr. Blatchford. Let me give you an example. There is a demand, 
say, for  100 agriculturalis ts-----

Mr. Passman. Why don't you recruit them with skills?
Mr. Blatchford. We do. We have 70 percent skilled.
Mr. P assman. H ow do you recruit them without a skill and expect 

them to acquire it  while they are in the service ?
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MIRACLE RICE IN  TH E PH IL IPPINE S

Mr. Blatciiford. May I give you an example?
Mr. Passman. Please do.
Mr. B latciiford. Say there is a project in the Philippines  with the Rice Institute to spread the miracle wheat and rice.
Mr. P assman. You d idn't hav6 any more to do with tha t than I did. This strain of rice was developed with specialists from LSU, Baton 

Rouge, and the Peace Corps didn't  have anything in the world to do with it.
Mr. Blatciiford. I d idn’t say we did.
Mr. P assman. You are b ringing this in to shore up your personnel.Mr. Blatciiford. What  I)r. Norman Borlaug did, and I can submit it for the record, was he said, “Fine, it takes experts to develop these, but extension agents have to be able to get them out into the area where 

(hey are needed,’’ and a combination of people with highly skilled peo­ple, of which 70 percent now of the Peace Corps are skilled, and those who have tradi tionally come into the Peace Corps who receive train ing in a skill can work alongside them and actually help in this program.
Mr. Passman. Of course, that  isn't what your statement said.
Mr. Blatciiford. That is what it means.
Mr. Passman. That  isn' t what it says. I  am going to read it again slowly:
We are  al so  look ing a t se ve ra l tr a in in g  models  in  th e ho pe s of fa sh io nin g pro ­gra m s which  will  al low mor e Amer ican s who  do no t en te r w ith  a sk ill  to  ac quir e th e  t a le n ts  ne ed ed  in pr om ot in g de ve lop men t.
It would appear to me that you are taking them in without a skill and expecting them to  acquire these talents while they are in.
Mr. Blatciiford. During training, not while they are in; during  training.
Mr. Passman. You should have put in “training .” You didn’t say 

anything about it. Let's not take the credit  away from the Philippines for developing this new strain of rice.
Mr. Rooney. I  thought you said LSU.
Mr. Passman. LSU had some of thei r professors, I think  two of them, but it was really a project of  the Philippines. Isn ’t th at correct? We only assisted them.
Mr. Blatciiford. Through a Rockefeller Foundat ion grant .
Mr. Passman. My State is the largest rice-producing State  in the I nited States, but I don't want to take the credit because it was started 

out in the Philip pines  and then subsequently they were helped by the professors from LSU. I don’t want to take the credi t away, from the Philippines.

other allowances paid to the volunteers

You know, you have some other items in here when Mr. Roybal 
was asking questions that you did not mention. You have $170 for  de­
pendent support. Now, what category would you place that in ? Salary ?

Mr. Buehler. No, sir. These are the dependents of the volunteer couple.
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Mr. Passman. But it is something new you sta rted in 1971 ?
Mr. Buehler. It is a statistical  item which is spread against all the 

volunteers.
Mr. Passman. I know tha t. I know that as well as you do, but it is 

a new joker in the deck, isn’t it ?
Mr. Buehler. It  is a new item, sir.
Mr. Passman. Let’s read into the record just what all these people 

do get. Let’s see what you have here: You have travel -international, 
supplies and services, vehicles, housing, in-service training , read just ­
ment allowance, living allowance, settling-in allowance. What  is se t­
tling-in allowance? Boy, that is a good one. T hat could be interpreted 
broadly. You have leave allowance, clothing allowance, in-country 
(ravel, medical care, and dependent support. I thought we bet ter read 
into the record just what the items covered. In all probabi lity it will 
not be my great privilege and extreme pleasure to examine you on 
this outfit next year.

Thanks an awful lot. I yield to Mr. Shriver for any additional 
questions.

C O M M U N IT Y  DE VE LO PM EN T AND  T H E  PE AC E COR PS

Mr. Shriver. You say on page 5 tha t the number of volunteers in 
“community development” has been reduced from 1,555 to 367. What 
type of work were these people doing?

Mr. Blatciiford. It  was a theory that  was very prevalent in the 
Peace Corps at one time, that a general background man could go into 
a village with another, say, and organize the villagers to help them­
selves in a variety of projects. As I said here, 2 years ago we were 
going to take a hard look at the programs across the board. This is 
one of the ones we though t was a soft program and that was not meet­
ing the primary needs of the countries in Latin America, that the 
volunteers were not sufficiently trained  and gett ing a sufficient amount 
of support from the countries,  and we thought they  should be cut down 
only to the programs really  making a contribution.

Mr. Shriver. I want to commend you for that.  What other areas 
have been cut back?

Mr. Blatciiford. Classroom teaching which used a great number of 
volunteers, but this would often have to be replaced by another vol­
unteer. We shifted  into teacher train ing, training in developing new 
curriculums, moving into areas that  they don’t have, like math and 
science, and there our contribut ion could be in addition  rather than 
phase out, rath er than locked into the teachers every year. Tha t is 
another area.

Mr. Shriver. Well, you spent quite a little  time speaking of the 
reduction in administrative costs. Since they are down in fiscal year 
1972 how does that  compare with the fiscal year 1971 appropriation 
level ?

Mr. Blatciiford. It is $3 million less administrat ive cost.
Mr. S iiriver. How does the cost per trainee in fiscal year 1972 com­

pare with 1971 and 1970?
Air. Buehler. Sligh t downward trend because we have a large r 

input.
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Mr. Shriver. Do you have an estimate-----
Mr. Blatciiford. It is about $800 per trainee less.Mr. Buehler. No.
Mr. Blatciiford. Did you say tr aining?
Mr. S hriver. I hat is a pretty good-sized reduction.
Mr. Buehler. I am so rry;  are you ta lking costs per volunteer, per year ?
Mr. Siiriver. Costs per trainee, per year.
Mr. B latciiford. Right.
Mr. Shriver. How does 1972 compare with 1971 and 1970?Mr. Blatciiford. $10,000 in 1971 and $9,800 in 1972.
Mr. S iiriver. You are to be commended.
Mr. Blatciiford. There is often a lag in this. When you make cuts, for example, you don’t feel them for the next year or two, and so some of the cuts we have made won t be reflected in what you are seeing in this past year but will be reflected in 1972.

combined programs

Mr. Shriver. Would you explain fur ther what you have in mind regard ing the proposed 3-year combined programs in which volun­teers will serve both here at home and abroad?
Mr. Blatciiford. Well, as an example, we have worked a program with the Teachers Corps whereby a young person, a man or woman, would serve for 1 year in the inner city teaching, ta king  some academic courses at the university , and gettin g practice teaching at home. Tha t expense would be shared with the Teachers Corps th rough the  H EW  appropriation . We would put up some of that money.Mr. S hriver. How about Vista?
Mr. Blatciiford. We haven't worked it out with Vista yet. I was beginning to give an example of one we have already done. They are spending 1 year, entering this fall, and then 2 years overseas as teach­ers. They will have had experience and a degree. At the end of that time they get a degree, a year at home and 2 years  overseas in some teaching program, usually in the innovative teaching program, in math, science, and so forth .
Mr. Shriver. There was considerable discussion of the Internationa l Ecology Corps, the Sports Corps, and National Park  Development Corps. I think I understand what they are but how much is requested for each of those in this request before us ?
Mr. Blatciiford. Those are just names to identify  the activity that they do overseas. We haven't broken them down and budgeted for tha t Corps. It is not a separate  administra tive division. It is simply a name for our recruitment of athletes and coaches.
Mr. Shriver. F or instance, you are appealing fo r coaches to go down to Venezuela.
Mr. Blatciiford. Right .
Mr. S hriver. For  recreation kinds of programs. You don't have any separate  allocation of funds?
Mr. Blatciiford. No; and costs per volunteer would he the same across the board.
Mr. Buehler. Our costs are generally the same. It  makes no dif ­ference what kind of  volunteer he is.
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Mr. Shriver. Last year you said that  you had no conclusive data 
demonstrating the relative effectiveness of your various training meth­
ods, but the new data bank would help in this regard. Will you tell 
us about that this year? You testified about it last year. Well, why 
don’t you put the answer to this question in the record.

Mr. Blatchford. I would like to analyze that a bit and review the 
record.

(The information follows:)
The contract with Oregon Research Inst itute is for the purpose of systematic­

ally developing a computer-based, and thus readily available, body of informa­
tion derived from volunteer’s impressions of both their training and subsequent 
work experience. Analyses are made by Oregon Research Institute in response 
to specific Peace Corps requests for information which is used to improve both 
the planning and conduct of training programs and the programing and imple­
mentation of field projects. During the past year four analyses have been per­
formed, as follows:

(а)  Medical survey of returned volunteers.—For the purpose of improving 
Peace Corps end-of-service procedures and insuring the extension of medical aid 
to eligible retu rned volunteers under provisions of the Federal Employee’s Com­
pensation Act.

(б) Comparison of in-house training centers.—To compare the relative  effec­
tiveness of various training facilities used by the Peace Corps.

(c) Analysis of midscrvicc conference questionnaires (two reports).—To de­
termine the extent of volunteer satisfaction with their training experience and 
their  subsequent work assignment, detect deficiencies in training and problems 
in lield assignment, and the like. Comparative analyses by country and by type of 
project were made.

PEA CE CORP’S RESEARCH

Mp. Shriver. Then I noticed on pages 581 and 582 of last year ’s 
hearing quite a long list of completed fiscal year 1969 contracted re­
search. Do you have much of that this last year?

Mr. Blatciiford. Less than  we had before. I can get you the exact 
figures.

Mr. S hriver. Would you put a new table in the record correspond­
ing to tha t which you supplied last year?

Mr. B latciiford. Yes, sir.
(The information follows:)

All information relates to research chargeable against fiscal year 1971. It 
should, first of all, be noted tha t actual research expenditures this fiscal year 
were minimal, consisting only of the following:

(a) .4 survey of American attitudes toward the Peace Corps, its goals, its 
programs.—Roper Research Associates, Inc., .$27,772. A national sample of 1,000 
persons stratified  by age, sex, income, region, and the like was performed. The 
information obtained was used to improve public relations  campaigns and re­
cruiting  efforts.

(b) Exploring new directions for the Peace Corps among seniors in major 
colleges and universities.—Human Development Foundation, $2,475. A study of 
the attitudes of 1(M) students on 10 campuses was made to see i f these schools, 
which had in the past not supplied comparatively large numbers of volunteers, 
are potential recruitment sources.

(c) Peace Corps volunteer families.—American Inst itutes of Research, $27,587. 
A study of volunteer families who have completed training and are now work­
ing overseas is underway to determine what training, logistical, and operational 
problems exist with respect to families and how they may be overcome.

Mr. Shriver. Incidentally, with those research projects what has re­
sulted from the  research? What  improvements have been made because 
of the research ?
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Mr. Blatciiford. Yes. I will submit that for the record, too.Mr. Shriver. \\  ould you also designate which of these research con­tracts  were given to organizations  which included former Peace Corps employees?
Mr. Blatciiford. Be happy to.
(The information follows:)

The Human  Development Foundation serves as an organiza tional base for professionals, commit ted to the ideals  of the  Peace Corps, to provide exper tise and advice on program and  policy issues as well as research on specific topics. In addit ion, it is a valuab le link between the  Peace Corps and the community of unive rsitie s from which it draws its  members. During the pas t year, the founda­tion presented completed resea rch papers requested  by the Peace Corps on the following topics :
(a , An analysi s of the advantages and problems involved in any projected move toward priv itizatio n—th at is, operation  of some Peace Corps programs by non-Government ins titu tion s—of Peace Corps programs. This  analysis  lias been useful in de termining overall programing strategy.
(b l A study of the changing motivations of college studen ts as this rela tes to Peace Corps recruitmen t of college graduates.
(cl  A study—discont inued prior to completion—of the  impl ications of the changing cha rac ter  and organization al arra nge ment of the overall United  States development assistance programs as they relate  to the  Peace Corps.The Human Development Foundation  has  former Peace Corps staf f as mem­bers of the foundation. Dr. William M. Goldsmith, however, who actually per­formed the study refe rred to above has not previously been associated  with the Peace Corps.
One member of the two-man team performing the  second phase of the volun­teer families study  for the  American Ins titute s of Research is a former Peace Corps volunteer.
Mr. Shriver. I noticed tha t last year's review of such research in­cluded a $26,000 contract to something called the Human Develop­ment Foundation made up largely of ex-Peace Corps employees for what appeared to be merely research into your research. I t says th is was fo r designing of research and selection of research contractors. What was tha t all about ?
Mr. Buehler. That was to write specifications for broader research programs.
Mr. Shriver. The $26,000 was to-----
Mr. Buehler. Not all of that  $26,000. I would say about $6,000 of that  was for that.
Mr. Shriver. What was the rest?
Mr. Buehler. Offhand, I  don’t know, sir.
Mr. Shriver. Do you ?
Mr. Blatciiford. One was for a survey of attitudes toward the Peace Corps to back up the recruitment drive of the professor that was commissioned to take samples of student and faculty attitudes toward Peace Corps recruitment program.
(The information follows:)

This  study was done in the sprin g of I960. In a tot al of 50 colleges, 1,005 interv iews with  college seniors were completed.
The genera l purpose of the study was to survey the att itudes of seniors toward Peace Corps.
Another purpose in do ing the stud y was to check the  tren d in senior atti tudes,  by comparing the resu lts of this  study with  those of surveys conducted in prior years, and especia lly w ith the study  done in 1968.The main conclusions derived from the survey were as follows:(1) The proportion of seniors  expressing  "senior  int ere st” in joining Peace Corps was sub stan tial—13% of tota l seniors—the same propor tion as in the 1968 study.



825

(2) Those seniors “seriously interes ted’’ in joining Peace Corps tend to 
have partic ipated  more in extra curr icular activities, and are in general more 
“activ ist” than the total  senior grouii—a situation little  changed from prior 
years.

(3) Respondents were largely positive about Peace Corps, but to a slightly 
lower degree than in prio r years.

(4) “Seniors interest” had declined among women, but increased among 
men.

(5) Seniors favored “New Directions” programs which would encourage 
overseas cooperation between binational and multinational volunteer groups.

The prime use of studies of this type is in Peace Corps recruitment. By 
assessing the charac teristics and attitu des of the college “pool” of potential 
volunteers, Peace Corps is better able to evaluate  the potential match-up be­
tween interested students and host country requests, and to communicate to 
students ways in which their own interests  can fit with Peace Corps overseas 
programs.

BACKGROU ND INV ESTIG ATION S

Mr. Siiriver. Two of the other research contracts led to the con­
clusion tha t you could do without the full field investigation of 
potential volunteers. Have you discontinued such invest igation?

Mr. Blatciiford. We have reduced it. I)o you have the  exact figures. 
Gene?

Mr. Bueiiler. Yes, sir. As a result of that  we now have generally 
limited background investigations to the families. We run a national 
agency check on the single volunteers and in some instances in forma­
tion from tha t check dictates a fur ther investigation. However, com­
paring the number of BI’s tha t we conducted under our previous 
procedure, with the new procedure, we saved $1.6 million in 1971 and 
project savings of $2.8 million in 1972.

(The information follows:)
The purpose of this research was to determine the contribution made by full 

field investigations to the process of selecting Peace Corps volunteers from among 
applicants. One issue which stimulated the research was the cost of conducting 
full field investigations (approximately $500 per investigation), and the possi­
bility of reducing expenditures  if  full fields could be reduced in number.

The research covered 1,212 I960 trainees.
Conclusions:
(1) The full field investigation deselected only about 1.5 percent of prospective 

trainees. Others (1.2 percent) which would have been deselected as a result 
of full field investigations were either self-eliminated, or eliminated by other 
means.

(2) The small potential benefits obtained from deselecting a tiny group of 
1.5 percent do not offset the high cost of doing full fields on all, or nearly all, 
those invited to training.

As a result of this, and subsequent study and testing  of the full-field question, 
Peace Corps has substantially  reduced the number of full-field investigations 
done in 1971, as compared to prior years. The money thus saved is shown in 
the Congressional Presentation fact book.

OTHER RESEARCH CONTRACTS

Mr. Siiriver. Another research contract dealt with what you need 
to do to increase the interest of college students in joining  the  Peace 
Corps. What changes did you make in answer to such recom­
mendations ?

Mr. B latciiford. These are usually public opinion polls as to the ir 
career goals and we take them every year or every 2 years to see theii 
interest in domestic, interna tional , fields they are going into, match­
ing tha t with the needs overseas and the requests as they come in 
and these have generally helped a g reat deal.
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Mr. Shriver. on spent $51,482 for a research contract to Basico Corp, for a manual regarding agricultura l programs fo r small farmers in Latin America ?
Mr. Bueiiler. Basico.
Mr. Shriver. 1 he project director  was a former Peace Corps stall member. Would you comment on this one?
Mr. Blatcheord. Yes: that is an essential element to the training of the greate r input in agriculture. We increased greatly the numbers of recruits, training  programs, volunteers overseas in agricultu re in the last year. We have needed that  kind of—I think it was John  Guy Smith, one of the experts in this field, who knows Peace Corps and knows agriculture—this is exactly the kind of thing  we need.
Mr. Shriver. Of all the agricul tural technical work tha t AID has done in Latin America, we did not have anything like th at?
Mr. Buehler. I think it is to design and develop curriculum for Peace Corps training projects.
Basico, in fact, (foes do agricultural training.
Mr. S hriver. Why do you not put a description into the record ?Mr. Blatcheord. Me will, because the AID works at a different level.
Mr. Shriver. It is pret ty hazy to me, from your description of it particu larly.
(The information follows:)

The overall  intent  in con trac ting  with Basico was to aid Peace Corps staff and volunteers in Latin  America maximize the ir effectiveness in agr icu ltural  and agr icu ltural -re lated programs for small-scale farmers (“campesinos” ).The con trac tor (Basico) was selected on the basis  of his experience and proven capa bility in doing prior work for Peace Corps, and on the excellence of his Lat in America based techn ical staff, many of whom are  highly experienced Latin American ag riculturi sts .
The product of thi s con trac t is a program manual in three par ts, as follows:I. “The Case for Assist ing the Small Farmer in Lat in America .” This fact- filled manual outlines, in some 121 pages of detai l, the nature , conditions, dis­trib ution of resources, costs of production and economic importance  of agri­culture in Lat in America.
II. “Program Strateg y and  Programing Guidelines.” This  manual sets  up procedures  and cri ter ia for  eva lua ting  the  princ ipal fac tors that  determine  the effectiveness of programs  which aim at income-increase of small-sca le farm ers.II I. “Economic and Technological  Guidelines for Volunteers assigned to Agri­cultu ral  Programs.” This manual assesses the  small far mer’s economic oppor­tunities, and recommends cri ter ia and procedures for eva lua ting  local oppor­tun ities to increase his  income.
In net terms, thi s manual provides facts and guide lines for both staff and Volunteers, to be used in tra ini ng  and field work with  Campesinos. It is cur ­ren tly  so used.

TE RM INAT ION DATES OF PRO JEC TS

Mr. Shriver. What countries are you going to drop out of this year? 1 do not mean pushed out.
Mr. B latcheord. I do not know, Congressman, but I would like to make the point that  it is indicated that  of you leave a country, are asked to leave, that is a failure  on the pa rt of the Peace Corps. T would object strongly to that  because I do not think tha t has anything to do with the Peace Corps.
Only one country in 1965, Pakis tan, gave as the ir reason the lack of technical skills and confidence on the part  of Peace Corps volun-
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teers. We saw that as a weakness in the Peace Corps 2 years ago. We 
have changed that.  Because we have changed it, we have been invited 
into Mali, Mauritius , the Congo, Malta, and into two countries which 
were in the process of phasing down numbers of Peace Corps volun­
teers, Malawi and Turkey, where we would have been out had we not. 
But  even there, not one country gave it as their reason, they still 
never said anything against the quality of performance of the vol­
unteers themselves. The times had changed. There is a greater need 
for skills. Where we are providing those skills, we are asked to stay 
in. Lefti st or rightist.

In Chile, for example, where we are maintaining  our program 
there, it is in skilled areas such as forestry  and fisheries, the Gov­
ernment wants the volunteers. We have not been caught up in po­
litica l battles there, but oftentimes we are. Oftentimes the local in ter­
nal political struggles allow the  students to take a crack at the most 
visible and productive contribut ion the United  States is making, and 
tha t is in the Peace Corps.

If  we were doing nothing, no one would hear of us, there would be 
no visibility, we would not be used in a local political power play but, 
because they are making a contribution, because they are getting re­
sults, because they are visible and because they are effective, we 
often get used in political fighting. Tha t happened in Bolivia; it may 
happen again. It has not been due to failure of the Peace Corps to 
make a contribut ion, to be effective, but it has been just the reverse, 
because they are well-liked in the villages and are making a contr ibu­
tion and are effective.

I do not see why we should abandon the Peace Corps or it s mission 
overseas because of  this, especially when more countries are coming 
in and asking us for more volunteers.

Mr. Shriver. What role do you see the Peace Corps playing in 
Chile now tha t there has been a change?

Mr. Blatciiford. The continued technical role in fisheries, agr i­
culture, forestry.

Mr. Shriver. And I assume you visualize that this is an advantage 
to the 1 ’nited States?

Mr. Blatciiford. I think it is an advantage to continue to show 
that our people want to help their  people in the development needs 
as they see them. And that  Peace Corps volunteers are going to con­
tinue to help regardless of what government there is. It  is up to them 
to choose their  government. It is up to us at thei r invitation to help 
on very specific projects which help their people. Governments 
change. Bolivia has had a government a year probably since the 
country began. That is not going to change. T hat is political turmoil. 
It  is not our business to comment or to change it. but it is realis tic to 
see tha t when an Arab nationalist government comes into Somali 
and asks the Peace Corps to leave, it is not because the Peace Corps 
was not making a contribution. These things will continue to happen.

We will stay in Chile, if we can make a contribution, wherever we 
are. I do not th ink the Peace Corps ought to be judged by the Ameri­
can people, and we would hope not by the Congress, on the  number of 
volunteers or countries th at it is in or out of. especially since the rea­
sons given have never reflected on the quality of the volunteer.
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FRAN KE D MA IL

Mr. 8>tiki\ er. Some place I read about a “ Dear Friend of the Peace 
Corps letter dated February 1. 1971. signed by Anne Mishlev, which advertised a $7.95 book called, “The Fir st Ten Years of tlie Peace ( orps: A Moment in History .”

Are you familiar with tha t?
Mr. Blatchford. Yes; I am.
Mr. Shriver. I he letter  was written on a Government frank. I understand.
Mr. Blatciiford. es, this  was an error, a clerical error. We were before the Government Operations Committee and we tried to clear this up.
Mr. Shriver. Why do we not clear it up here, too ?
Mr. Blatciiford. Yes.
I he former Deputy Director of the Peace Corps wrote a book on his experiences in the Peace Corps. Dis wife called the Peace Corps and asked for a mailing list of those who had served with him in the coun- ti ies he had been in; India was one of them. The girl in his office gave her a list a list is held by the American Mailing Company with enve­lopes. So we do not hand over actual lists.
Now this girl forwarded the request over to American Mailing. American Mailing was under the impression th is was a Peace Corps mail-out and used the Peace Corps envelopes to this limited mailing. When we found it out. we notified the publisher and the author, who promptly reimbursed the Peace Corps for the cost of those envelopes and that mailing. Tt was really a mistake. American Mailing did not know that it  was a commercial thing.
Our girl made a grave error, admitted so, and has been told this. Because she should not have forwarded that request over to American Mailing. I t was an e rror  which we cleared up and for which the money has been reimbursed.
Mr. Shriver. T believe that is all.
Thank you, Mr. Roybal.
Mr. Roybal. Mrs. Reid?

PERCENTAGE OF VOLUNTEERS COMPLETIN G TH E PROGRAM

Mrs. Reid. Approximately what percent of those who apply for the Peace Corps are accepted—and of those accepted, what percent remain through the train ing period and the normal overseas tour ?
Mr. Bi jATciiford. Approximately 25 percent of the  applicants  enter training. Following are figures representing Peace Corps operations as of A pril 30, 1971:
(The table follows:)

Afric a..........................................................
East Asia and Pac ific .................................
Latin Am erica............................................
North Africa , Near East, and South Asia

Registered Completed Ser vice
for t rain ing number percent

16,776 >8,6 12 2 51 .3
12,969 5,724 44.1
22,994 9,650 41.9
12,456 5,691 45.7

65,735 30,677 45.1
World total ................................................................................................

1 Curren tly.
2 Th is percent does not include  current volunteers in the field.



829

CONTRIBUTION OF A VOLUNTEER FAM ILY

Mrs. Reid. Wha t is the average size of the families recruited for 
overseas service? What skill does the father usually have and do the 
wife and children usually make some contribution ?

Mr. Blatciiford. The average size family recruited for overseas 
service is about 41/2 people. That is, a head of  household, spouse, and 
two to 2y2 children. Generally the fath er possesses skills that  fall 
into the following categories:

Twelve percent agricu lture and agric ultura l related fields. 
Twenty-six percent skilled trades (vocational education, 

plumbers, mechanics, electricians, and so for th) .
Thir ty-th ree percent professional services (business back­

grounds, lawyers, architects, engineers, and so for th) .
Twenty-nine percent education (curriculum development, 

teacher trainers, M.A., Ph. D.’s, and so for th) .
The spouse or wife in the family is also expected to make some 

contribution. Our overseas s taff usually can find a part- time or full­
time position for the wife depending on the number and age of the 
children. Most of the children overseas are either of school age or 
preschool age. Thusly, this limits thei r ability  to make any tangible, 
contribution. However, we do have a couple of families where both 
the fa ther and son are full-time volunteers.

“generalist” volunteer training

Mrs. Reid. H ow much and what type of training is given to a “gen­
eral ist” volunteer before he is sent overseas ?

Mr. Blatciiford. “Generalis t” volunteers usually receive from 12 to 
15 weeks of intensive training in technical studies (defined as a com­
bination of teaching skills and technical proficiency in an area). Lan ­
guage and cross-cultural/community development orientation. This 
intensive instruction is given to qualify  recent college graduates for 
overseas service in the areas of education (elementary and secondary) ; 
agricu lture (farming and extension); public works (irr iga tion ), (land 
rese ttlemen t); and health and sanitation.

RECRUITING TECHNIQUES

Mrs. Reid. How do you go about recruiting those with hard  skills, 
such as plumbers, electricians, and carpenters? Are they usually older 
persons ?

Mr. B latciiford. In order to recruit  particu larly  hard  skills, we em­
ploy the following techniques:

(а) Classified advertising in areas and locations where people with 
tha t skill can be found or in papers, journals, and magazines unique to 
their  skill or education.

(б) Specific assignment to recruite rs who by the nature of thei r loca­
tion, expertise, or education are most likely to find an application wi th 
a specific skill.

(c) Selected contact with placement services for specific organiza ­
tions and associations. Attendance at their conventions and confer­
ences. Direct mail appeals to their  membership.

(<Z) Special recruiting by selected Washington and overseas staff.



830

FOREIGN’ VOLUNTEER PROGRAMS

Mrs. Reid. I n your statement on page 7 you speak of an effort to put 
Peace Corps volunteers to work in multinational  teams. What other 
countries have programs similar to our Peace Corps?

Mr. Blatchford. Twenty-five countries send 22,291 long-term (1 
year or more) volunteers overseas. The chief volunteer sending coun­
tries are shown in the table.

(The table follows:)
United  Sta tes -------------------------------------------------------------------------------6, 290United Kingdom---------------------------------------------------------------------------1, 800
Germany _______________________________________________________1,400
Canada _________________________________________________________ 1,123Fran ce (plus 6,700 fulfil ling mil itar y obligations )____________________  440Belgium _______________________________________________________  600Japan _________________________________________________________  468Net he rlan ds _____________________________________________________ 407Denmark ______________________________________________________  330

FUN CTION OF NEW  “ ACTION’”  AGENCY

Mrs. Reid. I n the  new Action Corps how will the domestic and over­
seas programs be coordinated? For  example, will a teacher be able to 
spend pa rt of his enlistment period in this country and then pa rt 
overseas ?

Mr. Blatchford. Yes ; tha t is one of the benefits that will be possible 
under Action programs. The Vista teaching experience provides vol­
unteers in this field with a strong base of effectiveness tha t can and 
should be utilized where necessary to fill requests from overseas. In  the 
same framework, Peace Corps volunteers who wish to continue their 
service will be directed into domestic programs where the best use can 
be made of their skills.

USE OF RETIRED PEOPLE

Mrs. Reid. What use, if any, has been made of retired persons in the 
Peace Corps?

Mr. Blatchford. Volunteer service in Peace Corps is not restricted 
to any age group over 18. Although the majority of those partic ipating 
are in the ir twenties, we have many retired persons possessing needed 
skills who are finding a new and rewarding dimension to thei r lives 
through  thei r overseas service as volunteers.

intern programs

Mrs. Reid. Would you expand on your remarks on page 11 of your 
statement that  you see a large role for private  institutions  working 
with the Peace Corps, particularly universities which can design 
“intern” programs to meet specific needs abroad ? What type of intern 
programs do you have in mind?

Mr. Blatchford. At the present, about 200 volunteers enter the 
Peace Corps each year through intern programs under which the
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university recruits and provides partia l training for volunteers going 
to a particular country and project.

Most of these programs are today in agricultu re and fisheries pro­
grams. We have every indication that  intern programs provide volun­
teers who are better trained, have a more certain knowledge of the 
job they are under taking  and are more likely to be successful. Next 
year we expect to expand the number of volunteers entering through  
intern programs to nearly 500, using 19 colleges and universities. '1 he 
majority of the new programs will be in education, particular ly in 
math, science and curriculum development which are scarce skill areas 
for us. We have begun five joint programs with the Teachers Corps 
in which volunteers will t rain  as teachers with a university and in a 
school system, getting advanced degree credit and a teaching certificate 
before going abroad for 2 years in the Peace Corps. Programs of this 
kind have been enthusiastically supported by our overseas staff and 
officials of the local governments.

ADMIN IST RATIV E PERSONNEL COMPARED TO VOLUNTEERS

Mrs. Reid. What is the percentage of administrative personnel to 
volunteers in the field today compared to 2 years ago when you first 
became director?

Mr. Blatchford. As of June 30,1969, the percentage of staff as com­
pared to volunteers was 14,5 percent. The percentage as of June 30, 
1971, was 17.2 percent.

AVERAGE COST PER VOLUNTEER

Mrs. Reid. You mention on page 8 that the cost of programing and 
training  a smaller number of more specialized volunteers is more ex­
pensive than mass programing  and train ing. What is the average cost 
per volunteer today ?

Mr. Blatchford. In fiscal year  1967, fo r example. Peace Corps had 
12,228 volunteers in the field. The average annual cost per  volunteer 
was $7,458. In  fiscal year 1971, the average annual cost is $10,613 per 
volunteer with 6,290 in the field.

Mr. Roybal. It  is my unders tanding t hat  they have started  to read 
the bill on the floor. Wha t would be your wish, Mr. McEwen? We 
can continue, I suppose, briefly.

Mr. McEwen. I have no fur ther questions, Mr. Chairman.
Mr. Roybal. If  there are no fur the r questions, we would like to 

thank  you for your testimony.
I would like to request, however, before adjourning un til tomorrow 

at 10 o’clock, tha t you supply to the committee the names of the 
Spanish-speaking personnel tha t you might have in Latin America 
who occupy positions each as directors and assistant  directors, tha t is 
in the administrative end of it. I  would like to have the names supplied 
for the record, of you please.

Mr. Blatchford. Fin e; I shall be happy to.
(The information follows:)

60-20S—71—pt. 1
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WAS HIN GT ON

Ivan Alio—Regional Health Specialist
Alejandro Bece rra—A ssis tan t Chief, Program and Tra inin gJuan  Casasco—Ass istant Chief, Prog ram and Tra iningAlfredo Perez—Chief of Operations  and Acting Regional Direc torDavid Valenzuela—Country Desk Officer—Central  America

OVERSEAS

Braz il—James Cusenza, Associate PC DirectorChile—Jul ian  Abuelo, PC Physician
Colombia—Robert  Arias, Language Coo rdin ator; Rene Gonzalez, Associate PC Dir ector;  Alberto  lbarquen,  l ’rogram /Train ing  Officer; and Henry Jib aja , Associate PC Director
Dominican Republic—Ellis  Carrasco, DirectorEcuador—John Arango, Director
El Salvador—Manuel Avila, Regional Development Spec ialis tGua tema la—Joe  Sanchez, Deputy Director
Parag uay —Hill Luz, Agricu ltural Prog ram Representat ivePeru—Luis Juarez, Associate PC Di rector ; Edward Delci, Associate PC Directo r ; and David Buentello, Associate PC Director

Mr. Roybal. Thank you very much. The committee is adjourned mi til 10 o’clock tomorrow morning.
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