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NOMINATION OF HENRY K. ALLEN

TUESDAY, MARCH 14, 1978

U.S. SENATE,
COMMITTEE ON BANKING, HOUSING, AND URBAN AFFAIRS,

Washington, D.C.
The committee met at 9 a.m. in room 5302, Dirksen Senate Office

Building, Senator William Proxmire, chairman of the committee,
presiding.
Present: Senators Proxmire, Riegle, Tower, and Heinz.

OPENING STATEMENT OF SENATOR PROXMIRE

The CHAIRMAN. The committee will come to order. This morning
the committee meets early—and I think some other Senators may be
able to come in soon—for the purpose of considering the nomination
of Mr. H. K. Allen, to be the First Vice President and Vice Chairman
of the Board of the Export-Import Bank of the United States.
I am delighted to yield to the distinguished Senator from Texas,

Senator Tower, to present the nominee.

OPENING STATEMENT OF SENATOR TOWER

Senator TOWER. Thank you, Mr. Chariman. It is a great pleasure
for me today to introduce H. K. Allen, who has been nominated to be
the First Vice President and Vice Chairman of the Board of the
Export-Import Bank of the United States.
I have a complete statement here, Mr. Chairman, which I would

like to submit for the record.
The CHAIRMAN. Without objection, it will be printed in full in the

record.
Senator TOWER. I would just informally say that I have known this

gentleman for many years, he is a very prominent member of the bank-
ing community in the State of Texas, a very successful banker.
I think he brings the kind of background and experience to the

Export-Import Bank that will be enormously helpful. I don't think
there is anyone currently in the ruling hierarchy at the Export-Import
Bank that has the practical experience that Mr. Allen has.
Mr. Allen has I think a good solid understanding of the need of the

United States to maintain a competitive position abroad. I think he
understands the nature of our competive position in the world market-
place. And I think his perceptions of what the Bank's mission is are
good perceptions. He has got a great deal of ability, he is very diligent,
he is certainly extremely well-respected in the banking community.
I am delighted to have this opportunity to recommend him to the

committee and enthusiastically support his nomination and commend
the President for having the good judgment to nominate him.
The CHAIRMAN. Thank you very much, Senator Tower.
[Complete statement of Senator Tower follows as though read:]

(1)
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STATEMENT OF SENATOR JOHN TOWER

Senator TOWER. Mr. Chairman, members of the committee. It is a
real pleasure for me to introduce Mr. H. K. Allen, who has been
nominated to be First Vice President and Vice Chairman of the Board
of the Export-Import Bank of the United States.
H. K. was born in Dallas, Tex. He graduated from high school in

Austin and attended both Southwestern University and the University
of Texas, where he completed his formal education in 1951.
H. K. has received special recognition for outstanding service and

achievement in a number of endeavors and has served on a long list of
professional and civic organizations. He has served as a member of
some of the finest and most respected organizations in Texas, reflecting
a keen and genuine interest in the affairs of his local community, his
State and his profession. He has also served as a member of many
fine organizations with a broader constituency, indicating his con-
cerned interest in national and international affairs. In doing so, he
has carried out a longstanding Texas tradition of civic pride and
dedicated public service.
H. K. has spent the past 25 years of his professional career in the

field of banking. His career rise from bookkeeper to chairman of the
board of Temple National Bank in Temple, Texas exemplifies his per-
sonal initiative and professional commitment. He presently serves as
the chairman or member of the board of several Texas banks, reflecting
the well-deserved recognition he has earned as a member of his pro-
fession. It is this background as a banker and concerned and dedicated
citizens that will serve H. K. Allen well in the position for which he
has been nominated.
The CHAIRMAN. Mr. Allen, will you rise and raise your right hand?
[Thereupon, Nominee Henry K. Allen was duly sworn by the

chairman.]
The CHAIRMAN. Now I understand you have an opening statement

you would like to make. We would be happy to hear it. Go right ahead.

STATEMENT OF HENRY K. ALLEN, NOMINEE

Mr. ALLEN. Yes, sir. Mr. Chairman and members of the committee.
I am honored to be before you today as President Carter's nominee for
the position of First Vice President and Vice Chairman of the Board
of the Export-Import Bank of the United States.
The administration, through Chairman Moore of the Export-Import

Bank, has recommended a Board of Directors comprised of persons
with different professional experience, so that the Board will have a
broad understanding of the matters which it considers. To review the
members of the Board for you, it contains a person from small busi-
ness, an attorney from the international and academic scene, an en-
gineer, and now my nomination, a banker. I will be the only person on
the Board with a professional banking background.
While being briefed at the Export-Import Bank, and thinking of

my own experience and qualifications for this position, it became clear
to me that certain parts of the language of the legislation speak di-
rectly to the banking profession.
To point out a few instances of that language, the act says:
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This agency shall be an Export-Import Bank. The objects and purposes of
the Bank shall be to aid in financing and facilitate exports, to provide guarantees,
insurance and extension of credit at rates and on terms and under conditions
which are competitive. Loans made by the Bank shall bear interest •at rates
determined by the Bank's Board of Directors, taking into consideration the
average cost of money to the Bank, as well as the Bank's mandate to support
U.S. exports at rates and on terms and conditions which are competitive. The
Bank should supplement and encourage, and not compete with private capital.
The Bank should aid, counsel, assist and protect insofar as possible the interests
of small business concerns in order to preserve free competitive enterprise. Loans
shall be for specific purposes and offer reasonable assurance of repayment. The
Bank shall take into account any serious adverse effects of such loan or guar-
antee on the competitive position of the United States' industry, and availability
of materials which are in short supply in the United States and employment in
the United States.

The Export-Import Bank makes loans in U.S. dollars and these
loans should be repaid in U.S. dollars. To further define the phrase
"to make loans," it means direct credits, insuring credits, and guar-
anteeing credits.
With the exception of government-to-government credits, the credits

require those standard credit procedures, information, and judgments
which I have been involved in for over 20 years.
Going along with the decision on credit is a matter of determination

of interest rates and other charges on each individual loan, and on the
investment portfolio as a whole, and then balancing this against the
cost of funds to fund the credits in order to insure an acceptable
spread.
This exercise of interest rate and fees charged versus interest rate

costs is an essential part of modern bank management, and one with
which I am very familiar.
In the area of supplementing and encouraging but not competing

with private capital, I think my years of experience in lending to
private capital will be particularly helpful in defining that point
beyond which private capital will not go because of a policy
consideration.
The two areas of apparent concern here are maturities and interest

rates. During my banking career I have financed the starting, the
growth, and the success of businesses and believe that my experience
in this area will be valuable in the Export-Import Bank in fulfilling
the legislative requirement to aid, counsel, assist and protect, insofar
as possible, the interests of small business concerns, in order to preserve
free competitive enterprise.
An important factor in every credit decision is the assurance of

repayment. The enacting legislation of the Export-Import Bank re-
quires that there be reasonable assurance of repayment on loans. My
years of experience in working with credits and having to determine
assurance of repayment will be a material aid in the loan decision
process at the Export-Import Bank.

Overseeing the administration of the Export-Import Bank is a
possible function that the Chairman of the Bank will ask me to per-
form. The bank is organized into the lending function, with the
normal support areas of accounting, files, et cetera. Because of my
management experience in banking, I do not anticipate any difficulty
in working with the other officers of the bank in administrative
matters.
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Another possible function the Chairman of the Bank may ask me to
perform is liaison with banks who are participating or are considering
participating with the Export-Import Bank in facilitating exports.
My understanding of banking will make me an effective spokesman
for the Export-Import Bank.
Another area where my experience should be valuable for the

Export-Import Bank will be in the specific program known as the
Cooperative Financing Facility. As I understand the program,
Export-Import Bank arranges with a foreign bank or branch to make
loans for the Eximbank and Eximbank looks to the bank or branch for
assurance of repayment. This means the financial condition of the
bank is of paramount importance. Because of my position in bankino-
for a number of years, I feel my examination of these bank statements
will be especially helpful to the Board.
My opinion today is that the Export-Import Bank of the United

States can continue to play an important role in sustaining and creat-
ing jobs in this country and at the same time be a factor in helping
to lessen the deficit in our balance of payments problem.
In closing, I must say that I believe strongly in the American sys-

tem, the American people. We are burdened with problems, but that
is not unique to this generation. Problems are an ongoing condition of
humankind. The solution to our problems is within our ability. We can
continue to succeed with reasonable thinking, hard work, and a good
attitude.
My commitment to you is to do my best continuously. With the help

and cooperation of the staff at the Eximbank, the leadership of the
administration, the counsel of Congress, the advice and consent of the
Senate, and God willing, I shall not fail.
Thank you, Mr. Chairman.
The CHAIRMAN. Thank you very, very much for a most impressive

statement.
We are honored to have Congressman Poage of Texas here. Would

you like to come forward? I know you have written me a very
enthusiastic letter about the nominee. We are delighted to have you
make whatever statement you would like to make to the committee.

STATEMENT OF W. R. POAGE, REPRESENTATIVE IN CONGRESS
FROM THE STATE OF TEXAS

Mr. POAGE. Thank you, Mr. Chairman. I deeply appreciate the fact
that you are taking the time to let one of H.K.'s many friends at home
appear just to tell you that we think that he is one of our finest citizens,
one of those who is qualified to do a job in a bigger field, after having
done a good job in a smaller field.
H. K. Allen has been associated with banking in my home area for

a good many years, I guess about 20 years, something on that order.
And we have found him to be one of our better bankers.
Now, we are not a great metropolitan area, we are basically a de-

veloping area. Probably Mr. Allen has had the experience in the very
field or the closest to the very field in which he expects to serve that
one could have in the United States. He has been in the field of finance
in an area where we needed credit, where we had to bring in credit
from the outside.
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He has been familiar with the needs at home of developing coun-
tries, and I can't see that he could have had a better background for
dealing with developing countries. He has taken a hand in everything
that has looked like it would develop the community.
We believe that that is indicative of making this Export-Import

Bank serve its purpose of developing other areas.
He has not been an extreme partisan; I must say that he has sup -

ported me, Mr. Chairman—
The CHAIRMAN. That shows good judgment.
Mr. POAGE. He has taken a hand in those things, he has taken a hand

in trying to make ours a better world.
And I think he has contributed substantially to doing so. We believe

that is the kind of man we need in this position.
We recognize that the Export-Import Bank Board has had people

from a great many walks of life, and does now. But we recognize that
it is a financial institution, it is a banking institution, and obviously
it needs someone in the organization who has had familiarity with
banking. And we bring you such a man.
We brim,: you a man whom we believe is peculiarly well-fitted to-

serve in this particular position. And those of us in central Texas—I
think I can speak for most of those in our area—are particularly
happy that President Carter selected this man for this particular spot.
And we greatly appreciate the opportunity, Mr. Chairman, that you
have given us to at least say how much we think of our fellow citizen;
we believe he will render a great service to the country.
The CHAIRMAN. Thank you very, very much, Congressman Poage,

for a fine statement.
Mr. POAGE. Thank you, Senator.
The CHAIRMAN. Senator Bentsen regretted he could not be here, but

he has sent a most enthusiastic statement. I will read the last para-
graph of it:
I have no hesitation whatever in recommending H. K. Allen to the committee

as an exceptionally qualified and competent candidate for First Vice President
and Vice Chairman of the Board of the Export-Import Bank.

That statement will be printed in full in the record.
[The statement follows:]

STATEMENT OF SENATOR LLOYD BENTSEN

Mr. Chairman, I regret that my absence from Washington prevents me from
appearing personally before the committee to introduce Mr. H. K. Allen, who
has been nominated by President Carter to be First Vice President of the
Export-Import Bank of the United States.
I am very pleased that a person with H. K.'s education, training, and experi-

ence and the success of his career is willing to make the sacrifice that is re-
quired in order to make his services available to our Government.
I have known Mr. Allen, as a friend and a leader of the Texas banking com-

munity, for many years. There has never been an occasion when I have had
reason to question his judgement, his integrity, or his ability.
If confirmed by the Senate, Mr. Allen will bring a generation of practical

banking experience and achievement to his new duties at the Export-Import
Bank. H. K. Allen has been chairman of the Temple National Bank for 25 years.
He is also chairman of the Farmers and Merchants State Bank in Ballinger and
the First State Bank of Rogers, Tex. He has also served as treasurer and coun-
cilman of the Texas Bankers Association.
Mr. Chairman, H. K. Allen knows the banking business inside and out. There

Is a wealth of international banking experience aready represented on the ExIm
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Board. I believe that Mr. Allen's nomination is particularly significant in that
he will bring a generation of practical banking background to the Bank. He
knows how to lend money; to guarantee and insure loans; how to judge the
value of collateral. He knows how to get the maximum utility out of the lim-
ited resources of the ExIm Bank.
Educated at the University of Texas where he received degrees in Business

Administration and Law, H. K. Allen served this country in World War II and
in Korea. He has long been an active participant in Texas civic and community
activities where his efforts resulted in the building of a new hospital and cul-
tural center. In recognition of his achievements, he was chosen Outstanding
Citizen of Temple, Texas, in 1968 and 'received the Rex Braun Award from the
Texas Women's Political Caucus in 1975.
Mr. Chairman, I have no hesitation whatsoever in recommending H. K. Allen

to the Committee as an exceptionally well-qualified and competent candidate
for First Vice President and Vice Chairman of the Board of the Export Import
Bank.

The CHAIRMAN. I might say that there were other letters, you have
lots of friends down there, Mr. Allen.
Mr. ALLEN. I am grateful for that.
The CHAIRMAN. Lots of people who think very highly of you who

have written to me about your experience.
I certainly would concur in Senator Tower's emphasis on the fact

that you have had hard practical experience as a banker. That is
certainly in your favor, and of importance inasmuch as the Export
Import Bank does deal with trade, which of course is fundamen-
tally a bank, a credit institution, and that is where you have had a
lifetime of experience.
Mr. Allen, I want to ask first some questions that may be a little

uncomfortable, but I think they should be raised on the public record
and answered on the public record, and so I am going to start off with
those.
We know from information that you provided the committee that

you received a series of loans totaling $1 million from the National
Bank of Dallas from 1960 until last year.
Those loans were used to buy stock in three banks with which you

are affiliated.
From 1960 to 1972 the interest rate on your loans was from 2 to 4

percentage points below the prime rate. After 1972, the interest rate
went up to the prime rate.
Why was the interest rate on your First National Bank loan below

the prime rate before 1972?
Mr. ALLEN. Well, I would explain that, Mr. Chairman, by saying

that those rates on those type loans were not uncommon in that area
at that time. The examining authorities of the banking institutions
were aware of such loans and such rates, and no comment, to the best
of my knowledge, was made to the bankers that it was viewed with
unfavorable feeling.
As time went by, this matter seemed to gain more attention, and

the examining authorities in the early 1970's made it known that such
practice was not looked upon with favor, and that another posture
concerning this matter would be taken.
And after such a statement was made, expressed by the examining

authorities, I think most bankers, especially myself, as always, re-
sponded to the suggestions and counsel of the banking authorities.
The CHAIRMAN. Was that the reason why the rate went up in 1972



to the prime rate? I understand that your rate went up to the prime
rate in 1972.
Mr. ALLEN. Well, yes. I would answer that question yes at this

time.
Senator TOWER. Mr. Chairman, if you would yield at that point,

I would like to confirm what Mr. Allen says is correct, that this was
a common practice at that time. And one followed by many bankers
and was accepted at that time.
The CHAIRMAN. Now was this matter ever investigated by an

agency of the Federal Government?
Mr. ALLEN. To my knowledge, Mr. Chairman, it was not investi-

gated until after the White House received the routine FBI report,
in connection with my nomination. I was notified that the investiga-
tion had taken place in 1972. I cannot recall that this matter was ever
mentioned to me by the FBI or any other agency of the Government
before the White House notified me.
The CHAIRMAN. I will interrupt the proceedings for a minute, we

know how busy Congressmen are, and I understand Congressman
Pickle has arrived.
Congressman Pickle, would you like to come forward and make a

statement at this point? We will be happy to accommodate you.

STATEMENT OF J. J. PICKLE, REPRESENTATIVE IN CONGRESS

FROM THE STATE OF TEXAS

Mr. PICKLE. Senator, members of the committee: I thank you, you
are very kind to allow me.
I was late getting here this morning, due to a little difficulty on Rock

Creek. But I was able to help usher in Senator Riegle with me this
morning.
Let me simply say that I am here and appearing in favor of the

nomination and confirmation of Mr. Allen. I have been friends with
his family for 30 or 40 years. His mother and I worked together with
Governor Price, a former Member of this great body. We were class-
mates at the University of Texas, and are close personal friends.
Additionally, I have been associated with him and his family in

business circles of Texas.
I don't know a finer man or a better executive than Mr. Allen,

and I am pleased to testify here this morning.
I thank you very much for allowing me to make a statement.
The CHAIRMAN. Thank you, Congressman Pickle. We are most im-

pressed with your coming over from the House. Thank you very
much.
Now to resume, you say the first you heard of this investigation

was after you were nominated by the White House?
Mr. ALLEN. Yes.
The CHAIRMAN. That was what, a month or so ago?
Mr. ALLEN. Well, perhaps before that. I would say maybe in early

December. I am not sure about the timing.
The CHAIRMAN. You heard it from the White House for the first

time?
Mr. ALLEN. That is correct.
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The CHAIRMAN. You see, what puzzles us is the FBI record indi-
cates on October 24, 1972, that they interviewed you the FBI did, in
connection with this. Would you consider that to be notice you were
being investigated?
Mr. ALLEN. I would think that would be notice. But I don't 
The CHAIRMAN. You don't recall that?
Mr. ALLEN. I beg your pardon?
The CHAIRMAN. You don't recall that interrogation?
Mr. ALLEN. You know, sometimes our minds do funny things to

us. But I was completely shocked when the White House mentioned
that to me. I was completely shocked, and I inquired of my family to
see if I had said anything to them at the time. I inquired at the bank
to see if I had mentioned it to them, because I could not imagine some-
thing like that slipping my mind.
The CHAIRMAN. All right. At any rate, what happened is on Octo-

ber 24, 1972, they did discuss this with you, but it was something you
had no recollection of, or had no recollection at that time.
All right, that is clear on the record.
Did the First State Bank of Rogers, Tex., the Temple National

Bank, and the Ennis State Bank maintain correspondent accounts
with First National Bank of Dallas before you began receiving bank
stock loans from First National Bank?
Mr. ALLEN. Yes.
The CHAIRMAN. What were the amounts of the correspondent

accounts?
Mr. ALLEN. They were just those balances necessary to maintain

the account, and in the usual course of banking business.
The CHAIRMAN. Did the size of these accounts differ after you re-

ceived the loans?
Mr. ALLEN. There was no relationship between the loans and the

size of the accounts. The accounts, of course, varied, but that was more
the result of the general deposit activity and growth in deposits of
the institutions.
But the loans that I received from the correspondent bank did not

relate to the balance carried with the correspondent bank. An analysis
of these facts will sustain my statement.
The CHAIRMAN. What were the services provided by the First Na-

tional Bank in return for the correspondent accounts? What were
they worth, these services?
Mr. ALLEN. Well, they performed those usual duties that a city

correspondent does perform.
The CHAIRMAN. Did you make any evaluation of them, of the

services?
What I am getting at, of course, is the contention that sometimes

these correspondent deposits, which are interest-free, are placed with
the bank and of course it is beneficial to the bank that gets the corre-
spondent account, in return for which they provided services.
And the argument has been that the services pretty much balance

out the loss of interest on the correspondent accounts.
Is it your judgment that was about what happened in this case?
Mr. ALLEN Well, I think so, Mr. Chairman.
Additionally, the market, you know, changed pretty dramatically

during those years. In the early 1960's money did not have the value
that it did as the 1960's progressed.
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The CHAIRMAN. And interest rates were much lower.
Mr. ALLEN. That is correct. Most commercial banks started taking

on more interest-bearing deposits. Interest-bearing deposits were grow-
ing and this meant the matter of the tightest kind of funds manage-
ment, and so there was that change that went on in the 1960's, and then
into the 1970's.
The CHAIRMAN. Were the loans you received from the First Na-

tional Bank related to the size of the correspondent accounts main-
tained in the First National Bank by the three banks with which you
were affiliated?
Mr. ALLEN. No.
The CHAIRMAN. They were not. Was the interest rate on the First

National Bank loans related to the correspondent accounts main-
tained in the First National Bank by the three banks with which you
are affiliated?
Mr. ALLEN. As I mentioned earlier, I considered the terms and

conditions of those loans not to be uncommon for banking in Texas
under those circumstances at the time.
The CHAIRMAN. Did you use the stock of the banks in which you

were buying shares to secure your bank stock loans from First Na-
tional Bank?
Mr. ALLEN. Generally, yes.
The CHAIRMAN. Why do you think a bank would loan money at

below prime rate?
Mr. ALLEN. Well, in Texas we do not have branch banking. It is

necessary, as far as I am concerned, in a banking environment to
have contacts between people and to look forward to the future, to
see what is ahead for us. I think a great many people in Texas and
elsewhere, I am sure, have looked forward to the future with the
hope that we can have a better standard of living for all people, a
better economy, a better country.
I think, in line with this kind of thinking, that bankers were work-

ing together in such a way that they could look forward to having
sound banks, having good bankers, and getting a real good job done
for banking in Texas.
The CHAIRMAN. What I am getting at, Mr. Allen, is the fact that

a below prime rate, particularly substantially below, as these loans
were, suggest a preference and favoritism, and after all, the prime
rate is the best rate offered to their best customers, and a loan below
that seems to have been for a kind of special consideration.
Do you consider that to be a safe and proper banking practice?
Mr. ALLEN. Well, if you would ask me specifically did I think that

that loan to me was a safe and proper banking practice, I would say
yes.
The CHAIRMAN. I don't want to be unfair. I understand the situ-

ation. I think Senator Tower gave a response to that which I think is
about it, that after all, at that time this was a common practice, you
weren't the only banker, in fact, you would have been unusual if you
had paid the prime rate, all bankers were pretty much in the same
position.
Furthermore, as I understand it, after 1972 it was a general practice

to raise the rate to the prime rate, and you went along with that, and
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you did not diminish your correspondent balance as a result of having
a higher rate of interest.
Mr. ALLEN. That is correct.
Senator TOWER. Would you yield at that point, Mr. Chairman?
The CHAIRMAN. Yes.
Senator TOWER. This was a fairly common practice in Texas at that

time, not having branch banking, it being precluded by law in Texas,
and with all of the corporate movement into the State, we found our
banks had an inadequate base to service this new industrial growth we
had, so this movement began, which ultimately evolved into the big
bank holding companies we now have, which we had sort of in lieu of
branch banking.
For example, in Harris County, in Houston, Tex. alone, there are

more different banking institutions than there are in the entire State
of California.

This is because of the antibranch banking law, and these are now
gathered together into holding companies so they can provide an
adequate financial base for the enormous growth that we had.
The CHAIRMAN. I have been asking questions, I have some more

questions to ask, but I will yield at this time to Senator Tower.
Senator TOWER. I just have a couple of questions, Mr. Chairman.
Mr. Allen, you have served on the Advisory Committee of the Small

Business Administration in Dallas.
Do you think that this experience can be valuable to you at the

Ex-Im Bank?
Mr. ALLEN. Yes; I do, Senator.
Senator TOWER. In what way?
Mr. ALLEN. Well, I think there is an opportunity for a person like

myself, who comes from what I consider to be in a way a small busi-
ness climate, to make a valuable contribution to the export business
of this country and to the Eximbank. I have had people from private
businesses contact me since the announcement was made of my nomi-
nation who say they were very pleased that this nomination had been
made, because now a person from the small business environment
would be in Washington at the Export Import Bank, and would then
be more familiar with, and more willing to listen to, their problems
and to understand the problems.
Senator TOWER. You mean you are going to try to move small busi-

ness more into the export market?
MT. ALLEN. Yes, sir.
Senator TOWER. What do you think could be done to encourage

more banks to participate in the programs of the Export-Import
Bank? Or do you consider that to be important?
Mr. ALLEN. Well, I think it is a matter of contracts. I think it is a

matter of getting in touch with banks and continuing to get in touch
with them.
I don't want to take away from what has been done and what is being

done. I think that thank goodness for this Government and the people
who are working in it and that we are continuing to press forward to
do better all of the time.
I think that I am uniquely qualified in this field, because I under-

stand the banking language, and because I particularly understand
smaller banks. I will be able to speak to these people about the Export
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Import Bank, understand their problems, and understand what their
questions might mean, and thereby fill this role of connecting banks

and small businesses with the Export-Import Bank.
Senator TOWER. Thank you, Mr. Allen. Thank you, Mr. Chairman.

I have no further questions.
The CHAIRMAN. Senator Riegle.
Senator RIEGLE. Thank you, Mr. Chairman. Mr. Allen, Senator

Bentsen asked me to make a statement in his behalf.
The CHAIRMAN. I put his statement into the record.
Senator RIEGLE. Right. As I understand it, you read the last para-

graph of his statement.
The CHAIRMAN. Right.
Senator RIEGLE. I promised him I would deliver his statement in

full, so I am going to read the rest of it which you have not read,
because I feel obligated to do it.
Mr. Bentsen comments on your behalf as follows:

Mr. Chairman, I regret that my absence from Washington prevents me from

appearing personally before the Committee to introduce Mr. H. K. Allen, who

has been nominated by President Carter to be First Vice President of the Export-

Import Bank of the United States.
I am very pleased that a person with H. K.'s education, training, and ex-

perience and the success of his career is willing to make the sacrifice that is re-

quired in order to make his services available to our Government.
I have known Mr. Allen as a friend and a leader of the Texas banking com-

munity for many years. There has never been an occasion when I have had

reason to question his judgment, his integrity, or his ability.
If confirmed by the Senate, Mr. Allen will bring a generation of the practical

banking experience and achievement to his new duties at the Export-Import
Bank, H. K. Allen has been chairman of the Temple National Bank for twenty-
five years. He is also Chairman of the Farmers and Merchants State Bank in
Ballinger and the First State Bank of Rogers, Texas. He has also served as
Treasurer and Councilman of the Texas Bankers Association.
Mr. Chairman, H. K. Allen knows the banking busines inside and out. There

is a wealth of international banking experience already represented on the
Exim Board. I believe that Mr. Allen's nomination is particularly significant in
that he will bring a generation of practical banking background to the Bank.
He knows how to lend money, to guarantee and insure loans, how to judge the
value of collateral. He knows how to get the maximum utility out of the limited
resources of the Exim Bank.
Educated at the University of Texas, where he received degrees in Business

Administration and Law, H. K. Allen served this country in World War II and in
Korea. He has long been an active participant in Texas civic and community
activities where his efforts resulted in the building of a new hospital and cul-
tural center. In recognition of his achievements, he was chosen Outstanding
Citizen of Temple, Texas in 1968 and received the Rex Braum Award from the
Texas Women's Political Caucus in 1975.
Mr. Chairman, I have no hesitation whatsoever in recommending H. K. Allen

to the Committee as an exceptionally well-qualified and competent candidate for
First Vice President and Vice Chairman of the Board of the Export Import
Bank.

That is the statement of Senator Bentsen which he personally asked
me to deliver for him. I said I would and I felt I should go ahead
and see that that was done.
Now, speaking for myself, Mr. Allen, we have talked previously,

and I am very interested in your nomination. Though there are some
questions that have arisen, and some doubt in some people's minds,
my mind is open. Therefore I am going to be very interested in your
responses and in how the committee record sorts itself out.
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I might say to you that I had an experience on the House side, I
spent 10 years there, and I served on the Foreign Operations Subcom-
mittee of the Appropriations Committee for 6 of those years under
Chairman Passman, whom I remember well, as would anyone who ever
worked with him. A fellow named Henry Kearns, whose name may
ring a bell, who headed the Export-Import Bank, came before our
committee. I had uncertain feelings about him, and we engaged in some
very heated colloquy at different times.
Later some effort or prosecution was brought against him. He turned

out to be someone who had other problems and it was very disturbing.
In any exent, that experience with the Eximbank has sort of left

a red flag in my own mind.
I see this as a really key assignment. I think one of the ques-

tions that has been raised by some, which I think is important for
you to respond to as fully as you can, is the question of whether or not
your experience gives you a sufficient kind of training to really tackle
the kind of issues and policy questions that come up in the interna-
tional trade and finance area.
So what I would like you to do is try to sort of abstract your ex-

perience in banking in Texas over almost three decades and indicate
the parts of that which you think really equip you to give some leader-
ship and some real strength to the whole question of the international
trade picture and the other functions of the Export-Import Bank.
Mr. ALLEN. Thank you, Senator Riegle. I am grateful to you for

reading the statement from Senator Bentsen, and I will be pleased to
respond to that question.
In my opening statement I think I commented on why I feel that I

am qualified to have this position as First Vice President and Vice
Chairman of the Export-Import Bank.
Banking is a matter of lending, at least a major part of it is lending.

And this is something I have been involved in for over 20 years. It
may be that a credit, whether it is a direct credit, an insured credit, or
a guaranteed credit, originates outside of the United States, but at the
same time, with the exception of government-to-government credits,
credits are based upon financial statements and operating figures and
history. And when you get down to making a judgment on credits,
these matters must be considered.
As I have visited with the people at the Export-Import Bank, they

have assured me again and again that this is what we are going to be
talking about, and as a member of the loan committee there that meets
daily, my responsibility, I presume, will be to meet with them and to
talk about these applications for credit. Applications for credit must
deal with financial statements, with credit reports, and those usual
credit standards that I have been dealing with for 20 years.
So I anticipate being able to walk on the scene and to sit down at

that committee and talk about something that I have been involved in
for 20 years.
Now let me say that I think I have been also successfully involved

in it for 20 years.
Senator RIEGLE. That addresses the question of taking a look at a

particular loan application, and evaluating the credit worthiness of it,
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and the pay-back requirements and the reasonableness of those and
other things.
Let me ask you this: How about stepping back from that and

looking at the overall strategy of American import-export activity in
terms of what is good for this country and the western economies?
What thoughts do you have in that area? I mean have you had a

chance yet to formulate your thoughts about how each one of these
individual loans may or may not fit into a larger strategy that would
make sense for this country at this time?
Mr. ALLEN. Well, yes, Senator, to a certain degree I have. I hope

you can appreciate the position of a person like myself, who has been
nominated for this position, and has come up for briefings and has
talked with the staff at Eximbank about these matters.
I have a very sensitive feeling about employment in this country. I

was born before the Depression; I understand what it is to be hungry;
I understand what jobs mean; and I am very sensitive to employment
in this country.
I think that in terms of the export business we have an opportunity

to do a good job in that area between the point where private capital
says we can go no further, principally on maturities and in interest
rates, and yet we can still provide jobs by supporting exports and
be involved in a world which we must be involved in.
Senator RIEGLE. SO I take it that you are saying that you think that

the employment situation in the United States is itch that if we can do
a better job of really stimulating the American exports and developing
foreign markets for our products, that this is a way to really make a,
dent in the unemployment problem in this country, and that is some-
thing that you would, as a strategic kind of emphasis, something you
would want to give some real weight to?
Is that what you are saying?
Mr. ALLEN. Well, you used the expression "could really make a dent

in it." I don't know that the export-import business in terms of the
total volume that is done through the Export-Import Bank will really
make a dent.
But I think all of us working together can do our part, and with the

Export-Import Bank doing what they can.
I think there is some relationship between the dollar amount of

exports and the Export-Import Bank, and jobs. Maybe it is one job
in 50, but whatever it is, it is that job.
Senator RIEGLE. Have you done much foreign traveling?
Mr. ALLEN. Well, of course, you know I joined the Navy and saw

the world. I have been to Japan, I have been to Hawaii, I have been to
the Marshall Islands, Kwajalein, Eniwetok, to the Netherlands,
France, England all over the Caribbean, and I have been to Mexico
many times. I have also been to Canada.
I would say I have been out of this country and dealt with people

in foreign nations enough to grasp what we are talking about world-
wide in terms of human beings dealing with human beings.
Senator RIEGLE. And when you were involved in those travels.

were they working trips, business-related trips, or banking-related
kinds of matters, or was that a component of those discussions and
meetings and so forth?
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Mr. ALLEN. Senator Riegle, I don't know who your banker is. I wish
it was H. K. Allen. But I am the kind of banker, I think many bankers
are this way, who very seldom goes anywhere or does anything where
I don't talk about banking. I want to know what is going on. I like to
get up early, stay up late, and a couple of words that have been a part
of my life that I believe in are have "pursuit" and being "intense"
about things.
I like that attitude, and when I go places, I talk about it. I want to

see what the possibilities are.
Now have I ever been sent to a foreign country for business pur-

poses? I can't say for sure that I have specifically.
Senator RIEGLE. But I guess your testimony is to the effect that you

do talk about these things, you are aware of them and so forth, so a lot
of that kind of information gathering and awareness of developments
has gone on through these kinds of travels.
I am not surprised that you haven't been sent on a foreign country

assignment. Bert Lance has a diplomatic passport from this country
and he hasn't been sent on one either, which is a very sore point with
some of us in the Democratic Party, I might say.
Let me just ask one other thing and I think my time will be up for

now.
We have a number of basic industries in the U.S. steel industry, the

shoe industry, and even the automobile industry, which is very close
to my heart in terms of my home State's health and vitality, and the
job picture, and these industries are really under stress and pressure
because of foreign imports.
And we have already had a finding in the area of the steel industry

that there is dumping going on, where certain foreign country manu-
facturers are bringing products into this country below their full
manufacturing cost and using the United States as a place to get rid
of their excess capacity and keep their people working and put our
people out of work.
I suspect, frankly, the same thing has happened to a certain extent

in automobiles. They do that in a different fashion there, because the
tariff barriers are erected in other countries that have the effect of
essentially blocking any possibility of American-built automobiles
competing effectively in those markets. And this has put American
Motors in the chairman's home State, in a perilous position and has
put other companies that are based more in my State in a perilous
position.
I am just wondering in this area if it would be your feeling or sense

in developing import-export policy to see if we couldn't do something
to deal with that particular problem. or at least not fortify it and
not make it worse than it is through loans or through banking policies
that, you know, could take and foster even more of that.
Mr. ALLEN. Senator Riegle, I can assure you that I will be very

sensitive in that area. A word comes into my mind, it is called fair.
What is fair? And when you think about other countries being able
to ship things into this country, and we are not able to ship things
into their country under certain circumstances, perhaps, I think we
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have got to always, and I have tried to make it a part of my life, be

fair, to judge things on the basis of fairness.
The point I want to make there is that I will be sensitive to that,

and that I am conscious of the fact that this dumping that you re-

ferred to is a concern, and I will be alert to that matter coming before

the Eximbank.
Senator RIEGLE. Mr. Chairman, in yielding, let me just ask a ques-

tion of you and the staff.
Is there some process or some way in which one makes, sure that

there is no possible spillback of decisions by the Eximbank to banks

that a member would have had a prior relationship with?

Is there something that is in the law now or some pledge the nominee

makes to sever the connections and make sure there is no—not that

there would be any conscious efforts to try to do anything which was

improper—but to protect against the appearance of any kind of rela-

tionship of that sort?
Do we have anything presently that protects this matter?

The CHAIRMAN. Well, of course, the Export-Import Bank position

is, like to many other positions, so many of the positions which we

confirm nominees for, is very sensitive and does require a great deal

of care with respect to conflict of interest.
Senator TOWER. Would the chairman yield?
The CHAIRMAN. Yes.
Senator TOWER. On the Statement for Completion by Presidential

Nominees, item 5, it says:

I will disqualify myself from participation in any case involving First Inter-
national Bancshares, Inc., or any bank which is a member of F.I.B. Afte

r con-

firmation by the Senate and within a reasonable period of time, I wil
l sell

Anderson, Clayton & Co. shares. I shall also disqualify myself from any
 case

involving a company in which I own shares regardless of whether the st
ock is

listed or unlisted.

The 'CHAIRMAN. I might also call to the attention of the Senator
from Michigan the fact that Mr. Glick, who is the expert on this for
the Eximbank, made the following find in a memorandum furnished
on January 11. I will read it. This is to Mr. Allen.

In reviewing your statement of financial interests, we discussed your owner-

ship of stock in First International Bancshares, Inc. The attached list, which

you gave me, sets forth the banks which First International Bancshares owns

and intends to acquire. As you know, under United States laws and Eximbank's

regulations, you must disqualify yourself from participation in any case involv-

ing any of those institutions as well as any other entity in which you may hold

a financial interest.
We have examined our records and find that Eximbank has done business

with First National Bank in Dallas and First International Bank in Houston.

Active cases involving First National Bank in Dallas include five guarantees

aggregating approximately $813,000, and eight discount loans totalling about

$7.2 million. Regarding First International Bank in Houston, there are three

guarantees totalling about $842,000.

So these two documents, what Senator Tower just read and this
memorandum here, I think give the picture. Senator Heinz.
Senator HEINZ. Thank you, Mr. Chairman. Mr. Allen, I think you

have an outstanding record as a banker in Texas. You certainly have

A
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an exemplary civic record. With respect to your very solid record
in banking, you clearly have had a lot of domestic credit experience,
and, as you point out in your statement, you have worked a great deal
with small business.
You have done something that many of us obviously wish we were

as competent to do as you, and that is to say you lettered in football at
three different universities. That is no small accomplishment, espe-
cially for those of us who tried and never quite made any letter.
The CHAIRMAN. If the Senator would yield, that comes with parti-

cular grace, because this is the king of the Hill. Two years ago there
was a competition as to who was the best athlete in Congress and
Senator Heinz won it easily.
Senator HEINZ. For somebody who never was able to get a letter

in anything, in high school or in college, it speaks very ambiguiously
for the Senate as to the general shape of things.

Senator TOWER. Youth, that is what you have going for you.
Senator HEINZ. Thank you.
The CHAIRMAN. Go right ahead, Senator Heinz.
Senator HEINZ. And were the nomination nominating you for the

Small Business Administration, or for any post in the Commerce
Department or for a bank regulatory agency like the FDIC, I would
shout hurrah.
But you are being nominated for a different kind of job, so I have

some questions for you, because I am not as yet satisfied that your
qualifications meet the demands of the job that you are being nomi-
nated for; namely, the vice chairmanship of the Eximbank, which
is an operating position.
What experience have you had in international banking or export

banking?
Mr. ALLEN. Senator, may I start by speaking to the matter of the

lettering at the three universities in football before that?
Senator HEINZ. I don't wish to terminate a wonderful discussion,

but Senator Proxmire runs a very tight ship in terms of time.
Mr. ALLEN. I know; 10 seconds. It was in three universities. Sena-

tor Tower and I had the good fortune of attending the same univer-
sity, Southwestern University in Georgetown, Tex., and I simply
identified that Southwestern University by saying Southwestern Uni-
versity, Georgetown. I am afraid that may have been misinterpreted
as another university.
Senator HEINZ. But you did get the two?
Mr. ALLEN. I did letter at Southwestern University and the Uni-

versity of Texas.
Senator HEINZ. I wonder how many letters Senator Tower got.
Senator TOWER. I refuse to answer that question.
Senator HEINZ. Very well. I think we have set the record straight

in a number of ways.
Let me ask you, again, could you tell us about your experience in

international banking or export banking?
Mr. ALLEN. Right. '-I can only answer that by saying this: As I have

studied the matters at the Export-Import Bank, what we are talking
about there are credits, and those are direct credits, they are insured
credits, or guaranteed credits.
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When we talk about credits, we are talking about making loans
against financial statements and operating figures. And the fact that
it is a nation away from the United States, I think it still must meet
the same criteria.
And this is the qualification that I come forward with to say that

I think in my own experience that I can deal with credits like that
and fulfill the assignment of Vice Chairman and First Vice President
of the Export-Import Bank.

Senator HEINZ. I don't doubt for 1 minute that were you dealing
with domestic U.S. companies in credit matters you would do an
outstanding job, I don't doubt that at all.
But as I interpret your statement, you believe that your experience

in domestic matters is directly transferrable to international matters,
even though you seem to indicate that you have had no experience in
either international banking or export banking. Is that correct?
Mr. ALLEN. Well, as to your direct question, my experience in inter-

national banking or export banking, I again say I think we are talk-
ing about credits, and I don't want to say a straight "No" to that
question, because I am afraid that I would close the door on an area
there in which I am qualified.

Senator HEINZ. Have you had any experience in evaluating country
risk? Because that is a very important aspect of the credit evalua-
tions involving the Eximbank. Have you had any experience in-
volving the evaluation of country risk?
Mr. ALLEN. I have not been involved in what I would refer to as a

major financial institution in this country that would have a depart-
ment that would do research on country risk. I do think that at
Eximbank, not only the staff there, but the State Department, is
continuously working on country risk. We have available to us in this
country, and specifically at the Export-Import Bank, that kind of
expertise from the State Department and from other Government
agencies to assist us in determining country risk.
I guess if I had had extensive experience in country risk back-

ground and study, and I came to this position, I would still feel very
gratified that I had the experience, the knowledge, the background
and the assistance of the State Department and the other people who
I know must come forward and help us determine this country risk.

Senator HEINZ. There are some of us in the Congress who have •
reservations about whose side the State Department is on from time
to time. I have to express some reservations about the fact that any-
body, including yourself, would depend on the State Department for
the ultimate decision on the evaluation of the credit risk of another
country.
That would seem to me something that is uniquely the Eximbank's

responsibility.
It is true that the State Department has economic intelligence, it is

true that it has the diplomatic intelligence, and it has political intel-
ligence. But it is up to other people to use that information and it will
be up to you to use the information effectively.
For that reason, if I were you, I would not expect the State Depart-

ment to make either an authoritative or even a credible judgment, if
they made a judgment, as to the credit worthiness of another country.
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There are numerous problems with doing business in other coun-
tries. You will be asked to evaluate let us say the credit worthiness of
a purchaser in Italy.
Now the Italians, Italian firms, are unlike U.S. companies, they

have more than one set of books, they have up to three sets of books,
at least one of which is legal.
What experience have you had dealing with either companies or

countries that have more than one set of books?
Mr. ALLEN. Well, my answer to that, Senator, would be this: Re-

gardless of the country, regardless of their accounting practices, I
would think in this world today there are sufficient credit sources that
we can determine which businesses are revealing the facts as they
should be revealed and which businesses are not revealing the facts.

Senator HEINZ. Let me ask you a question, or state to you some
circumstances and ask you how you would account for them.
There is an American company that has a subsidiary in Great

Britain which has been very successful. It was challenged in Great
Britain about 10 or 15 years ago by another American company that
is equally successful in the United States, particularly in processed
soups, where the challenging company in fact is preeminent, nobody
touches it.
That company went to Great Britain, an English-speaking free

enterprise, or I should say relatively free enterprise economy, and was
disastrously unsuccessful. It cost that company $15 or $20 million in
losses.
Now like you, that American company that went to Great Britain

was competing against an American, another American company, but
was on foreign soil. It was in fairly familiar territory, there was no
language problem in Great Britain, the tax system is fairly straight
forward, people do keep one set of books. There are not some of the
wrinkles in the economy that you might find in some of the Latin
American or African nations. And yet this company, which had
tremendous expertise, not only in production and marketing, but in
international business, they had been around for 50 or 100 years, not
only bent, but broke its pick.
Now if that happened to that company, how would you explain to

us it might not also happen to somebody with your experience?
Mr. ALLEN. Well, Senator Heinz, I have tried to follow this ap-

proach as I have gone forward, and that is, get the facts, get counsel,
and make decisions.
I don't have the full story, the complete story of this business ven-

ture in England. Perhaps they did a market research before they went
into England; perhaps they had the facts, perhaps everything that
was revealed said this is a place where we must go into business.
In other words, the whole story, they did a professional and intel-

ligent and indepth study of what the possibilities were in Britain to
succeed. After doing that, and based upon that, they made the decision
to do it.
That will happen sometimes, and sometimes it still doesn't work

out. I would simply say to you that as I work at the Eximbank, you
will know that my procedure is to get the facts, to get counsel, and
make decisions.
And I have done quite a bit of that.
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Senator TOWER. Would the Senator yield at that point?
Senator HEINZ. I would be happy to yield to the Senator from

Texas.
Senator TOWER. I would point out the primary function of the

Eximbank is to finance purchasers abroad of goods purchased in the

United States, not finance the establishment of industrial operations
in those countries.

Senator HEINZ. The Senator is absolutely correct, and I am well

aware of that. There is no doubt in my mind that what we are talking
about is evaluating and what. Mr. Allen's job is involved with, is
evaluating credit risk, not business establishment risk.
But by analogy, I thought it would be helpful to try and see how

Mr. Allen would respond in the business risk situation.
Senator TOWER. Is that when Heinz became a cracker in the soup

business over there?
Senator HEINZ. No it is when Campbell became a cracker in the

soup business. But the Heinz company has had its problems in less

developed countries, which I hope it has overcome during the last 6

years.
Let me ask you, Mr. Allen, other nations offer significant tax incen-

tives to their exporters, nontaxation of export income, preferential

treatment of income from foreign operations, border tax adjustments,
and many other incentives, yet the Carter administration has proposed

phasing out our only major export tax incentive, the DISC program,

the Domestic International Sales Corporation.
What do you think of the administration's proposal to phase out

DISC, and since you have to be concerned about effective export

promotion, what would you suggest we do to counterbalance the elimi-

nation of DISC, to meet the challenge of the tax incentives that other

countries extend to their exporters?
Mr. ALLEN. Well, Senator Heinz, I think that Chairman Moore of

the Export-Import Bank has spoken to the issue of a more aggressive

posture in dealing with our exports and I would, as a matter of
opinion, without speaking from a briefed standpoint on this, think
that at this time I would like to operate within the framework that
Congress has established, and the regulations that the Eximbank has,
in the competitive environment that we have in terms of interest rates,

maturities, quality of the American product, and go forward on that
basis and explore this other matter after I have been at the Eximbank.

Senator HEINZ. Well, I recognize that you are not as yet a member of
the administration. Therefore you can feel free to express your per-
sonal views at this point in time. Whatever you say will not be pre-
sumed to be a statement of the administration's policy.
Your views, however, in this matter are quite important to me, and

I think to the members of the committee, because they do directly
relate to the question of our exports, and you, as Vice Chairman of the
Eximbank, obviously are a member of a policymaking Board, you
will be the No. 2 person there, and questions such as this not only
should be raised, they will be raised.
So it is important for us to get an idea of your judgment on matters

like this. So let me try you one more time, understanding clearly that
this is no way commits you to an administration statement of position,
it is just your statement.
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What do you think today of the administration's proposal to phase
out DISC, and what would you suggest we do to counterbalance the
tax incentives other exporting countries extend to their exporters?
Mr. ALLEN. I think the United States must be involved in the export

business. I think we must be involved in it in such a way that we
succeed. I think it is a terribly competitive matter at this time, and I
think that other countries are moving forward particularly with their
export-import banks as compared to the United States.
If the program that we have at this time, whether recommended by

the administration or whoever, is not going to succeed, it would be my
hope that the program would be changed, amended, to operate in such
a way that we can succeed.
We must be in the ball game and we must be in the ball game

successfully, and I think that we have the ability in this country, in
Congress, in the people, and at the Export-Import Bank, to do the
job that needs to be done.

Senator HEINZ. You are reluctant to express an opinion on DISC.
I won't press you further, but I would note for the record that you
have decided apparently not to express an opinion on either DISC
or the other question I asked you in terms of specifics.
I didn't hear you say anything about whether or not DISC was

worth retaining, nor did I hear you make any judgment as to whether
the administration's proposal, which is familiar to a large number of
Americans 
Mr. ALLEN. Speaking directly, then, Senator Heinz, let me say

this: I have not been briefed on this particular point, and you had
indicated that you would like to get a feeling of what my sentiments
are in this area. And since I have not been briefed and since I cannot
answer yes or no, I thought the next best thing to do would be to try
to give you my sentiments.

Senator HEINZ. One last question, because the chairman has been
very patient with me on the time.
Have any of the companies that you have dealt with during your

extensive career in banking, ever used DISC?
Mr. ALLEN. Have they used DISC?
Senator HEINZ. Yes.
Mr. ALLEN. No, sir; they have not.
Senator HEINZ. So neither you nor they have had any experience

with DISC?
Mr. ALLEN. Not to the hest of my knowledge, Senator.
Senator HEINZ. Mr. Chairman, I t hank you for the time.
The CHAIRMAN. Thank you, Senator Heinz. First, I want to apolo-

gize to the witnesses who were scheduled to appear at 10 o'clock. I
notice that some of them are there, Mayor Crichton and Mayor Davis.
We do apologize, but we have this very important nomination hearing
and we want to move along as fast as we can, so we are going to have
to delay the hearing.
Mr. Allen, I understand the IRS had questioned certain business

expenses claimed by First International Bancshares during 1974 and
1975.
Can you for the record describe the nature of this problem?
Mr. ALLEN. Well, the member banks of First International Banc-

shares had a routine audit by the Internal Revenue Service which is



21

not yet complete, and the IRS has not yet submitted their statement,
at least that was the report to me yesterday.
During this routine audit, they did examine the Temple National

Bank. On doing that audit, with respect to certain expenses that I
thought had been reasonable and necessary, there was a disagreement
in terms of the necessity.
The CHAIRMAN. Was this the use of a plane, allegedly for private

purposes?
Mr. ALLEN. Well, it wasn't alleged that the plane was used for

private purposes. It was simply a matter that the documentation that I
presented did not meet the requirements that the Internal Revenue
said they must have for documentation. In fact, I own the plane, and
it was in fact used for bank business, and in my judgment was a reason-
able and necessary expense that was attributed to that plane.
The CHAIRMAN. All right, sir. As Vice Chairman of the Eximbank,

you would be much more than the internal administrator of the Bank.
You would sit on the Loan Committee, you would be one of the five
ruling members of the Board, you would chair the Board in Mr.
-Moore's absence on his frequent trips around the country and around
the world, you would be directly and deeply involved in decisions to
extend export credits and guarantees.
The previous Vice Chairman of the Bank, Mr. Walter Sauer, was

a career employee of the Bank, with great knowledge of the Bank
and in international finance. Mr. Sauer was Vice Chairman for 30
years, and the Bank was considered well-managed because of his long
and able service.
Prior to being nominated to be Vice Chairman, have you ever done

any business with the Eximbank or assisted any company in doing
business with the Eximbank?
Mr. ALLEN. No, sir.
The CHAIRMAN. Had you ever visited the Bank before being nomi-

nated to a position which in effect involves running the Bank?
Mr. ALLEN. No, sir.
The CHAIRMAN. How much export financing did your bank in

Texas do, your banks, you had four of them?
I am not referring to First International Bancshares, of which

you were recently a Board member, but the Ennis State Bank, the
First State Bank of Rogers, Tex., and Temple National Bank, over
which you had considerable control for some period of time.
Mr. ALLEN. Would you restate the question, please?
The CHAIRMAN. How much export financing did these particular

banks offer when you were a top executive and had considerable in-
fluence? How much export financing they did?

First, have your banks ever made any international loans or par-
ticipated in any international financing?
Mr. ALLEN. By "international financing," do you mean that we

financed a product from this country sold in a foreign country?
The CHAIRMAN. Yes.
Mr. ALLEN. I would say that there probably are several instances

where that has been done. As my mind goes back over it, I simply
know we have had some inquiries at Temple National Bank from
some of our local people about doing business, as I recall it perhaps
in Mexico.
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I would say probably in a broader sense it would not be unreason-
able to answer that question in the negative.
The CHAIRMAN. All right. The Eximbank's credits are extended

mainly in support of big ticket capital goods exports. I have a list of
the principle items for which the Bank provides export support. Will
you indicate whether you have direct knowledge of such transactions
based on your own banking experience?

First, nuclear powerplants?
Mr. ALLEN. I doubt that there are many bankers in America that

have, Mr. Chairman. I have not.
The CHAIRMAN. Large commercial jet aircraft?
Mr. ALLEN. No.
The CHAIRMAN. Liquid natural gas plants?
Mr. ALLEN. No.
The CHAIRMAN. Diesel locomotives?
[Mr. Allen, shaking head.]
The CHAIRMAN. Steel plants?
[Mr. Allen, shaking head.]
The CHAIRMAN. Extrusion presses?
[Mr. Allen, shaking head.]
The CHAIRMAN. Hydroelectric generators?
[Mr. Allen, shaking head.]
The CHAIRMAN. By shaking your head, I take it you mean no?
Mr. ALLEN. I beg your pardon. If there is a change, I will say yes.
The CHAIRMAN. Textile machinery?
[Mr. Allen, shaking head.]
The CHAIRMAN. Chemical plants?
[Mr. Allen, shaking head.]
The CHAIRMAN. What is the largest loan you have ever made

through any of your four banks, that is, Ennis, Rogers, Temple, and
Ballinger?
Mr. ALLEN. As I recall, the largest credit that we have originated

at Temple, which is the largest bank that I am the chief executive
officer of, is probably—I am recalling now—in the range of $3 to $5
million.
The CHAIRMAN. Now you have said you hoped to increase small

business' participation in the Bank.
As a Texas banker, how many small businesses did you assist in

doing business with the Exirnbank ? I take it from your previous
answer you did not assist small businesses in that way, or did you?
Mr. ALLEN. That is correct.
The CHAIRMAN. Now was there any particular reason why you

didn't get small businesses interested in the export business?
Mr. ALLEN. Well, Mr. Chairman, I feel that this is one thing about

my coming to the Export-Import Bank that will be an additional
value. It will be the fact that I have been a banker in a community
that I consider aggressive, it is one of the fastest growing Standard
Metropolitan Statistical Areas in this country, and I feel, because I
was there and involved in trying to aggressively pursue every oppor-
tunity and was not in touch with the Eximbank, that now that I
come to the Export-Import Bank. I can look back and turn around
and say here are the possibilities, here is where you can work, here
is what can be done.
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The CHAIRMAN.
to know whether
you had actually
export business.
Mr. ALLEN. No,
The CHAIRMAN.

I think that may well be the case. But I wanted
there was any specific concrete example of where
taken steps to get small business involved in the

sir.
In your statement on your qualifications, you say:

To the extent that international financial activities involve considerations
not present in domestic banking. I believe my background will enable me to
understand and deal with such matters.

What considerations does international financing involve which
are not present in domestic banking? What did you have in mind?
Mr. ALLEN. I can't tell you for sure, Mr. Chairman. I just feel

because of my background in banking, my knowledge of credits, and
the fact that I am a banker, a commercial banker, and I have had wide
experience, I feel that what does come up at Exim, that is not in
this particular line, that I will be able to make that transition with
the help of the staff there, with the help of the supportive people, and
become acquainted with what needs to be done in a short amount of
time.
The CHAIRMAN. Mr. Allen, when Eximbank decides to extend

export credits, guarantees, and insurance, it must consider carefully
the credit worthiness of foreign borrowers and the country risk ex-
posure of the Bank. Senator Heinz touched on this. An analysis of
country risk requires knowledge of foreign economies, foreign policies.
Is that not true?
Mr. ALLEN. That is correct.
The CHAIRMAN. Now in which foreign countries does the Exim-

bank have its greatest exposure?
Mr. ALLEN. As I recall from my briefings, Mr. Chairman, Exim-

bank is doing business with well over 100 countries. I know that there
are several countries in which they have substantial exposure. I can
not recall at this time which one is the country where the greatest
exposure is.
The CHAIRMAN. Do you remember any of the ones where the big

exposure is?
Mr. ALLEN. I think there is large exposure in—I haven't gone into

this specific aspect too much. As I think back over some of the informa-
tion that I have reviewed, Korea comes to mind, Brazil comes to mind.
Perhaps I should stop there.
The CHAIRMAN. You are right, Brazil and Korea are among the top.

In addition, Mexico, Spain, Taiwan, Malaysia, and others.
Mr. Allen, you mentioned in your statement, regarding your quali-

fications, that you have an understanding of when a loan has ex-
ceeded the limits within which a private lender can operate.
The Eximbank is a public agency, not a private lender. Do you

believe that the lending limits which would apply to private banks
should apply to the Eximbank, and in particular should the limits on
national bank loans to a single borrower, with respect to foreign public
agencies, be applied to Eximbank loans to foreign borrowers?
Mr. ALLEN. Well, I think perhaps there is some difference there.

Eximbank could operate in a different way from a regular commercial
bank.
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I am impressed with some of the things that the Government has
sponsored that have been particularly helpful to this country, and that
have been sort of a wedge, that went ahead to show private enterprise
what can be done, because private enterprise must always be re-
sponsible and concerned about that bottom line of profit. And they
come to task immediately on that.
So I have seen times where private enterprise perhaps because of

these among other factors, would not go in. And yet the Government
went ahead.
I think specifically about the program of the rural water system,

and what it has done for this country.
So I would say that perhaps there is an area that Eximbank can go

forward on that would be in a way a form of leadership.
The CHAIRMAN. Well, you see what has actually happened is there

is just no connection between the Eximbank's limits and the limits that
are imposed on our domestic banks, 10 percent of capital and surplus.
Every one of the 11 principal countries here are well in excess of that,
far in excess.
As a matter of fact, the loan to Mexico, $1.8 billion, and 10 percent

of capital surplus would be only $250 million. There are many others
that are in the same category.
Mr. Allen, you will be involved especially in Eximbank's guaranty

and insurance program. Should Exim continue to support exports
to South Africa?
Mr. ALLEN. My position at this time, Mr. Chairman, is that I am

very sensitive to human rights, and I would not be a supporter of
doing business with a country that violates its human rights as per-
haps the description suggests. I would in certain areas like to look
at it on a case-by-case basis to see if the loan in fact reached into the
people, if it finally vested with the people of that country and had
something to do with their standard of living, their opportunities for
freedom, their opportunities for progress.
The CHAIRMAN. What is your response to the question whether or

not we should continue to support exports to South Africa through
the Export-Import Bank?
Mr. ALLEN. I think the exports are controlled at this time. If you

want a brief statement on it. I would say at this particular time that
serious consideration should be given to not doing business with
South Africa.
The CHAIRMAN. I see. Now the Bank has become a major factor in

foreign energy development. What factors other than purely financial
factors should the Bank consider in supporting foreign energy
development?
Mr. ALLEN. I think, as I understand it from the briefings that I

have had, the foreign energy development—I presume you are includ-
ing like nuclear projects, specifically, or others also--
The CHAIRMAN. Among others.
Mr. ALLEN. Among others. Well, I am in favor of developing en-

ergy sources. I think the future depends to a great extent on our de-
velopment of energy sources. We must have all of the energy that we
can put together.
The CHAIRMAN. Are there any particular factors we should con-

sider in whether we go into a particular country or not?
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Mr. ALLEN. Well is it 
The CHAIRMAN. Let me suggest, how about the Soviet Union?
Should we, for instance, finance energy development in the Soviet

Union? That has been a controversy at the Eximbank, as you may
know.
Mr. ALLEN. I would want to look at that one very carefully,

Mr. Chairman.
The CHAIRMAN. Why shouldn't we consider two elements particu-

larly, access, that is, whether or not we can get some of those energy
resources ourselves, and pricing, whether or not we can get them at a
reasonable price?
Mr. ALLEN. I think that is splendid.
The CHAIRMAN. The administration is requesting a 5-year exten-

sion of the Exim statute and an increase in the credit ceiling from
$25 to $40 billion. That would be a tremendous increase in your ability
to loan.
What is there to justify such an enormous increase in the Bank's

authority?
Mr. ALLEN. It seems to me that some type of research, predictions,

forecast, has to be made in terms of what is in the so-called pipeline
at this time down through the immediate years ahead. And this judg-
ment has been made that this kind of volume of export business will
be or could be available through the Export-Import Bank.
The CHAIRMAN. That would be a big policy decision. But you feel

it is necessary?
Mr. ALLEN. Yes, sir.
The CHAIRMAN. Should the Eximbank guarantee program be

expanded relative to its direct loan program, that is, the guarantee
program be expanded relative to the direct loan program? That was
the policy recently, as you no doubt know. Why not continue that
policy?
Mr. ALLEN. Would you mind repeatincr

* 
that question, please?

The CHAIRMAN. Yes, sir. Should theEximbank's guarantee pro-
gram be expanded relative to its direct loan program? That was the
policy in the past, to emphasize the direct loan program.
Mr. ALLEN. Yes. Well, I think the guarantee program is a good one.

At this time my opinion would be that it would be reasonable to not
try to keep it from expanding, and see what the opportunities are for
expansion.
The CHAIRMAN. Under what circumstances should the Eximbank

use its financial guarantee, rather than a direct loan?
Mr. ALLEN. Well, in terms of leverage of your total investment

picture, the guarantee does not require the use of Eximbank dollars.
The CHAIRMAN. Under what circumstances would that be desirable?
Mr. ALLEN. Well, I think that is desirable so we don't have to use

U.S. Government dollars to do that with; we can simply guarantee a
loan and take a fee for it, and do the same thing.

Senator TOWER. Would the chairman yield at this point?
The CHAIRMAN. Yes indeed.
Senator TOWER. It seems to me the line of questioning that is being

pursued presumes some experience and expertise that I don't think
we should expect a new appointee to have in a situation like this. I
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would not think it quite fair for us to try to elicit views on policies
and procedures from Mr. Allen, until he has had an opportunity to
get into the job. Once he gets into it, he can come down here and ac-
count for what he does.
The CHAIRMAN. I am very sensitive to that. Of course, as I indi-

cated, Mr. Allen's predecessors have been very experienced men, who
have been able to bring a great deal of expertise into this particular
area.
I concede Senator Tower's point, that Mr. Allen has had fine do-

mestic experience, but I think it is important, and I think this is
going to weigh with some members of the committee, as to how they
vote, as to whether Mr. Allen can bring to this job the kind of knowl-
edge and experience that will enable him to step right in there and
do the job right away without on-the-job-training.

After all, this is a position of great importance, a very serious con-
troversy, and that is why this line of questioning is being pursued.
I think members will want to look at the record and make up their

minds.
Senator Riegle indicated some concern about this, Senator Heinz,

of course, has. And other Senators have talked to me, who aren't here
this morning, who indicated they wanted this line of questioning pur-
sued for this particular reason.
Mr. Allen, Eximbank interest rates were recently reduced. There

have been hints of further reductions.
How large a margin must the bank maintain between its interest

rates and its cost of funds, that is, its Federal borrowing rate, in order
to remain financially self-supporting?
What I am talking about is with the interest rates generally rising,

the cost of money to the Federal Government rising, and Eximbank's
rates falling in order to be maybe a little more competitive, you get
a squeeze here, and you may not be able to operate in the black.
What is your feeling about that?
Mr. ALLEN. Well, I think, as you commented briefly there, the prob-

lem we are faced with is staying competitive and yet not operating out
of the black. So that point must be approached as closely as possible
by reducing rates where necessary to stay competitive or else we are
not competitive. And if it is reduced to that point where it can be
reduced no more, then we must seek another way to be competitive.
The CHAIRMAN. You said, with regard to your qualifications for the

position of Vice Chairman and First Vice President of Eximbank
that management and administration of the Eximbank is very similar
to the organizational structure in which you have been involved.
I have here a functional directory of Eximbank, which identifies

the various officers and departments which we will insert in the hear-
ing record at this point.
[The document referred to follows:]
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EXIMBANK
FUNCTIONAL
DIRECTORY

Export-import Bank of the United States

811 Vermont Avenue, N. W.

Washington, D.C. 20571

' sk,-11.51
202-566-2117 Teles 89-461

BOARD OF DIRECTORS OFFICE OF THE GENERAL COUNSEL

President and Chatrrnan
John L. Moore. Jr.

First Vice President and Vice Chairman

(Vacant)
Directors

Margaret W. Kahliff
Donald E. Stingel
Thibaut de Saint Phalle

Specia Assistant to the Board
Walter C. Sauer

Special Assistant to the Chairman

Matt Schaffer

566-8144

566-8988

566-8292
566-8315
566-8220

566-8887

566-4697

RESEARCH AND COMMUNICATIONS

S Vi d enior ce Presient ,
Donald A. Furtado 566-8873

POLICY ANALYSIS
Economists

Anthony G. Barrett 566-8343

Jerome K. Blask 566-8801

David M. Cheney 566-4716

James C. Cruse 566-8861

Gordon R. Plants 566-8348

John A. Talbot 566-825.5

PUBLIC AFFAIRS
Arthur J. Obester 566-8812

Ann T. Frey 566-8940

Larry V. Luther 566-8860

R. Alex McCullough 566-4781

GOVERNMENT AFFAIRS
Albert H. Hamilton 566-8853

CONGRESSIONAL RELATIONS
Nancy S. Pigman 566-8967

Patrick D'Addario 566-8967

OFFICE OF ADMINISTRATION/PERSONNEL

Vicr President
Francis P. Collins

Assistant to the Vice President
Paul Stavrou

Personnel Officer
Adrian B. Wainwright

OFFICE OF ORGANIZATION AND INFORMATION

Vice President
David S. Smoak

CREDIT INFORMATION SECTION
Chief

Robert F. Camp
DATA-PROCESSING
Murtagn

Joseph Magyar
LIBRARY
Librarian

Theodora McGill
Assistant Libranan

John R. Posniak
RECORDS MANAGEMENT
Manager

Helene H. Wall

566-8111

566-8951

566-8834

566-8908

566-4690

566-8790

566-8320

566-8897

566-8815

General Counsel
Warren W. Glick 566-8334

Deputy
John Doff. Jr. 566-8832

Attorneys
V. Anthony Carbonar 566-8176

Samuel A. Culbertson 566-8826

Ross S. Delston 566-8910

Charles E. Gabs 566-8938

Joseph H. Gainer. Jr. 566-8824

Stephen G. Glazer 566.8864

Damon Lawrence 566-4764

Patricia L. Maskell 566-8965

Fred H. Massey. Jr. 566-8891

R. Bruce Marwell 566-8946

Robert J. McKinsey 566.8823

Stephen D. Proctor 566-8194

Barbara S. Santos 566-4783

Marvin M. Solornon 566-8831

Frederick J. Sujat. Jr. 566-8433

Robert T. Wray 566-8827

OFFICE OF THE SECRETARY

Secretary
Joan P. Harris 566-8871

Assistant Secretary
Margaret H. Orban 566-8913

OFFICE OF THE TREASURER-CONTROLLER

TreasurerController
W. Stevens Smith 566-8837

TREASURER-CONTROLLER GROUP

Deputy Treasurer-Controller
James K. Hess 566.8845

Budget and Cash Control
Airail 0. Westley 566-8830

General Accounting
Ralph R. Darden 566-8010

Program Accounting
Richard A. Dutton 566-4787

CONTRACT ADMINISTRATION GROUP

Vice President
John!. McDonnell 566-8911

Deputy Vice President
William J. Morris 566-8878

CFF Loans
Fulton Want.lr. 566-8198

Discount Loans
Trong H. Tran 566-8231

Loan Revtew and Analysis
Charles F. Herrrneyer 566-8234

Parrick J. Malloy 566-8914

February-1978
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DIRECT CREDITS AND FINANCIAL GUARANTEES Francis J. Hefferon 566-8120
Senior Vice President Robert J. Hughes. Jr. 566-8849

Edward J. O'Connor
ASIA

566-8187 lamn A. Mahoney
John W. W"‘sn,,,,g,

566-4677
566-8929

Vice President
Charles E. Houston 566-8885

Deputy Vice Prestdent
George C. Heidnch 566-8714

EXPORTER CREDITS. GUARANTEES AND INSURANCELoan Officers
'do E. Colantuoni 566-4632 Senior Vice President
Terrence J. Hulihan 566-8980 John D. Biemi. 566-8806
Gerald Solomon 566-8956 INSURANCE DIVISION
Kenneth T. Telesca 566-8877 Vice President
Kenneth A. Wickert 566-8097 Joseph R. Williams 566-8955
Leslie A. Wolfe 566-8449 Deputy Vice Prestdent

ECOROMIL VI I lames W. Crist 566-8997
Alice Mayo 566-8223 Loan Officers
Russell A. PTiCC 566-8915 Chules W. Anderson 566-8007
Howard S. Turk 566-8009 Stephen R. Brown 566-8197

EUROPE AND CANADA Robert L Charamella 566-8944
Vice President Catherine Comiskey 566-8825
Raymond J. Albright 566-8813 Steven W. DeLateur 566-8842

Deputy Vke Prtlia Darid V. Dettner 566-8960
ChouiK. 566-8936 Richard R. Feeney 566-4687

Loan Officers James P. FicrGerald 566-4618
Iean Capets 566-8497 Bruce R. Hunt 566-8190
Joseph C. Fleig 566-8898 Joe Wade Jackson 566-8800
Robert I. Kaisrt 566-4806 Rosemary S. Lynch 566-8342
Charles A. Leik 566-8203 John D. McGowan 566-8013
Barbara A. O'Boyle 566-8966 Sandra M. Norton 566-8226
Michael F. Reich 566-8208 John J. Seichter 566-4631
Roy Shrobe 566-8805 Conrad Terry 566-8896

Economists Francis E. WiLson. Jr. 566-8872
Donald E. Schwab 566-8977 EXPORTER CREDITS AND GUARANTEES DIVISION
Frederick M. Toney 566-8862 Vice President
Robert L White 566-8148 David W. K. Peacock. Jr. 566-8819

LATIN AMERICA Bank Guarantees Section
Vice President Deputy Vice President

Richard D. Craft. 566-8443 R. Ann Farina 566-8820
Deputy Vice President Loan Officers
Theodore A. Chapm. 566-8917 Ray-mond I. Ellis 566-8159

Loan Officers Miguel Fernandez 566-8993
loseph Eaglet- 5E6-8012 Herman A. Floyd 566-4438
Harry I. Ford 566-8884 Marton M. Hinchm. 566-4749
Jam. M. Keane 566-8074 lull. H. Hollis 566-8996
Richard I. McAleer 566-8998 Julie A. Joyce 566-8902
David S. Petterson 566-8272 Law-re-nee E. Kendrick 566-8851
Daniel W. Rengers 566-8937 David M. Lemon 566-8995
Donald W. Shepard 566-8868 Robert H. Nickel 566-8775
Robert R. Simonini 566-8931 Henderson M. Purick 566-8981
Douglas 9. Smith 566-4714 Nicholas M. Petriuzelli 566-8260
Maryanne Sutton 566-8920 1011t1 M. Taylor 566-8818
Sam Z- Zymer 566-8110 R. Leon White 566-8811

EL0110,711313 Susan E. Whirtitt 566-8999
Peter I. GosneLl 566-8892 Bank Credits Section
Thomas D. Kingsley 566-8978 Deputy VA.. President
Bernud A. Lubran 566-8724 Arthur Harr 5664341
Deborah L Thompscrn 566-8710 Loos Officers

AFRICA AND MIDDLE EAST George C. Dims 566-8867
Vke President George J. Donegan sh6-41-417

Cl.,..., Norris 566-8919 Claudius L Fite. Ir. 566-4820
Deputy Vice President Arlene Hammond 566-8347
Monies E. Moran 566-8095 Gilbert H. Loch... 566.8330

Loan Officers George M. Miller 566-8700
Belk...,.. Abdeslens 566-4613 Kerns P. O'Brien 566-8324
Alan F. Beede 566-8011 Frank B. Patterscm 566-8953
Philip W. Damson 566-4779 Ho....., Breda*/ 566-8340
Annrnarie Emmet 566-8008 Patricia B. Ward 566-8786
Louu G. Guadagnoli 566-8091 CLAIMS DIVISION
Jan R. Jasper 566-8945 Vice Presiders,
LeRoy M. LaRoche 566-4730 George W. Bogdanoff 566-8822
John W. Lena 566-8863 Deputy Vice President

Economist; Peter'. Varrer 566-8954
Charles Hammond.lr. 566-8957 Cloinu Officers
John H. Huber 566-8246 David L Eynon 566-8854
Randolph A. Swart 566-8859 John A. Fruthin ahem 566-8941

ENGINEERING George Henderson 566-8821
Chief Engineer Darid A. Hillard 566-8186

John A. Bryn 566-8802 Randy G. Ireton 566-4627
Engineers Walter F. Keating 566-8240

Charles H. Becker 566-8903 Maynerd A. Kimball 566-8958
WIlliam L CoIJio 566-8850 Jose M. Portal 566-8150
Dudley W. Crawford 566-8803 Benjamin F. Sears 566-8265
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The CHAIRMAN. I notice there is a large division for direct credits
and financial guarantees, which was organized by geographic regions
of the world.
There is another major division for export credits, guarantees and

insurance.
What is similar about the organizational structure with your banks

in Texas?
Mr. ALLEN. Well, I think, as I said, there is a lending function, and

loans, once again, of necessity must go through the same steps, whether
they are these loans that are made for the sale of American products
overseas, or whether they are made for the sale of American products
in this country.
And it must be set up on the basis of application, qualification,

decision on assurance of repayment. A lending institution that is in-
volved in making loans may have different titles, but you are going
to have credit files, you are going to have credit inquiries, this kind of
language, this kind of activity is involved in making loans where
you once again deal with those fundamental matters of credit.
The CHAIRMAN. Of course that is certainly the case. But I have a

problem with that, because of the nature of the credit of the Exim-
bank. They, of course, have to put great emphasis on exporter credits,
guarantees and insurance, direct credits, and financial guarantees,
another division.
Can you provide for the record organization charts of the four

banks you have run and the number of employees in each bank?
Mr. ALLEN. Yes; I can.
The CHAIRMAN. Mr. Allen, what is your analysis of the strength and

weaknesses of the recently concluded international arrangement on
guidelines for officially exported credits? That was February 22?
Mr. ALLEN. Well, I think that in the matter of—I presume you are

talking about consensus now?
The CHAIRMAN. What is that, sir?
Mr. ALLEN. I presume you are talking about consensus?
The CHAIRMAN. This is the new version of it, yes.
Mr. ALLEN. I think we must continuously work with other nations

in the export business, determining terms of credits, so that as much
as possible we can keep this whole ballgame within some kind of frame-
work, so it will continue to make sense and that we do not let our
inability to work together cause more serious consequences in the area
of competition.
The CHAIRMAN. Well, can you give us any specifics as to what the

strengths of this consensus is?
Mr. ALLEN. The strengths are that it ties the matter of financing ex-

port business from all of the nations into some kind of a framework
of interest rates and maturities. And a cooperation between those na-
tions—I guess there are some 20 of them—cooperation between them
and working together in a meaningful relationship of financing ex-
ports of countries.
The CHAIRMAN. What I had in mind is that the limits on the terms to

a maximum of 81/2 to 10 years, minimum interest rates, 71/4 to 8 per-
cent, that kind of thing.
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Mr. ALLEN. All right, that is fine.
The CHAIRMAN. And 15 percent cash payment.
Mr. ALLEN. Correct.
The CHAIRMAN. Then the weaknesses? There are exceptions, it

doesn't cover nuclear power, for instance?
Mr. ALLEN. Big ticket items.
The CHAIRMAN. And no restrictions on mixing foreign aid and ex-

port credit.
Mr. ALLEN. That is correct, mixed credits.
The CHAIRMAN. Should Eximbank provide local cost financing for

overseas projects, and if so, how much?
Mr. ALLEN. Well, that is another matter of competition. If our

competition is providing local cost financing, and we get up to the
wire, and that is the difference, then I think this must be a considera-
tion that we have. I would say in the range of a small percentage
would not be unreasonable to think about, but, Mr. Chairman, I hope
you will give me the advantage here of having this in the form of dis-
cussion with you, because I am conscious that this is done by other
export-import banks, and that we may do it in certain instances, and it
is a matter we must be conscious of as we go forward.
The CHAIRMAN. Should the Eximbank finance U.S. exports with a

foreign content and if so, how much?
Mr. ALLEN. Once again, we are talking about competition. Because

other nations of the world who have export-import banks do finance
a certain amount of that, so we must see what the competition is.
I think at this time our foreign content is what I would refer to as

de minimus. But if we, as we go forward, see that this once again is
another factor in competition, we must give it serious consideration.
The CHAIRMAN. You put great emphasis on jobs as one of the

principal advantages of the Eximbank, it promotes jobs, export jobs.
But obviously if it is foreign content, the number of jobs produced

is that much less.
Mr. ALLEN. That is correct.
Senator TOWER. Would the chairman yield?
The CHAIRMAN. Yes.
Senator TOWER. I think the foreign content factor is sometimes an

important factor in our being able to sell abroad. For example, in
aircraft, the Rolls Royce engine makes it more salable in Great
Britain. So I don't think you can establish hard and fast rules about
that.
The CHAIRMAN. That may be. But after all, we sell 85 or 90 per-

cent of the big aircraft abroad anyway, it doesn't really help that
much.
Furthermore, we only finance about 8 percent of our exports through

the Eximbank. The rest is in the private sector.
Of course, as you know, many domestic firms don't like it, labor

unions don't like it, for obvious reasons.
Mr. ALLEN. I will be very sensitive to that point, Mr. Chairman.
The CHAIRMAN. Now the Eximbank constitutes a subsidy to the ex-

port sector of the U.S. economy. Why should the U.S. subsidize the
export sector relative to the domestic sector?
Mr. ALLEN. When you say subsidy, are you referring to, for ex-

ample, the Eximbank as an independent agency 
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The CHAIRMAN. It is a subsidy in the sense that if you did
n't have

the Export-Import Bank, it would be necessary for our exporters t
o get

their credit in the marketplace, get it from the commercial banks,
 such

as yours and other banks, particularly big banks that are in this
 busi-

ness. And they would pay a higher rate, otherwise they wouldn
't come

to the Eximbank. They come to the Eximbank because they 
get a

favorable rate. It is a subsidy in that sense. It is an allocation of c
redit

to the export area rather than to the domestic area.
Mr. ALLEN. Yes; well, Mr. Chairman, my answer to that would be

this: Let's say the funding of Eximbank is at $1 billion, and let
's say

Eximbank's ability to borrow funds because of its full faith and cred
it,

of the U.S. Government puts it in a more favorable situation in i
n-

terest rates. So Eximbank then pays a dividend to the Treasury of a

certain amount every year, and then we compute that at what is a

good return on this $1 billion.
And then there is a spread in there between what Eximbank pays

the Government for money and what, if it did not have this advantage,

it would have to pay other lenders. So it isn't money out of the pocket

as such to the people of this country and to the Government, to Exim-

bank, but I can see how that might be viewed as a subsidy.
My hope would be that Eximbank would do that kind of job, would

be so effective, would create enough jobs, would do the kinds of assist-

ance in this area beyond where private capital can't go, that you, as

chairman of this committee, and the other members of this committee,

and the people of this country would say we think that is a good in-

vestment for us to be involved in, it is making jobs, it is helping us
export things, it is a good deal.
The CHAIRMAN. Well, that is a fine statement, a very emphatic and

clear statement. Nevertheless, you have the issue—and you are going to
be followed by some eloquent witnesses who are going to appeal for

more money for our cities and for housing and so forth. Obviously if
we put credits on a big basis, as we are here, tens of billions of dollars,
into financing exports, it means that that credit, with a limited amount
of credit in our society, is that much credit that is not available for
housing and for other purposes, which also creates jobs, on a substan-
tial basis.

It is hard to understand why we should give particular preference
to exports compared to some of the other appealing areas.
Mr. ALLEN. It would be a judgment called for as to why we do that,.

But I would think that if we looked at the fact that we are not really
out any money, we are just using up availability so to speak—
The CHAIRMAN. That is true of many of our housing programs, and

many other of our domestic programs.
Mr. ALLEN. Right. I would say it would be my hope, my intention,

my energies would be devoted to insuring that this is a good invest-
ment for this country, and that when viewed from the position which
I know you must take

' 
as to deciding which way to go, that you would

be comfortable with the decision, you would be confident about it
and would be proud of the job that was being done and what was being
created as a result of it.
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The CHAIRMAN. Mr. Allen, I want to tell you I am very much
impressed by you as a person. I think you are an intelligent man,
you have excellent experience in domestic. banking. But I am very
troubled with the notion of whether or not we should put a man with-
out any experience in foreign trade, without any experience in for-
eign international policies, without knowledge of the Export-Import
Bank, or without having worked with the Export-Import Bank in any
way, privately or in any other way, in this top position as one of the
heads of it.

Nevertheless, I say that to in no way demean your character and
your obvious intelligence and the excellent work you have done as a
banker.
Senator Stevenson has some questions—gentlemen, we have a diffi-

cult position. Of course all 15 members of the committee are equal,
have equal rating and rank, and position, but we have one member of
the committee who is very anxious to be here to have you answer
questions.
It is now 20 minutes to 11, I don't think we can detain these other

witnesses longer. We won't hold your nomination up at all this way,
but I would apreciate it if you could come back at 9 o'clock tomorrow.
We have another hearing at 9:30 tomorrow, and then that would

mean he could ask you those questions. He feels very strongly about
it, and I think his position on the nomination may hinge on the
responses, so I think we should accommodate him.
Mr. ALLEN. I would appreciate the opportunity to return, Mr.

Chairman.
The CHAIRMAN. Is that all right with you?
Mr. ALLEN. Yes, sir.
The CHAIRMAN. We appreciate that very much. The committee will

stand in recess until that time, and resume now with our hearing
scheduled for 10 o'clock.
[Thereupon, the hearing was recessed at 10:50 a.m., to reconvene at

9:00 a.m. the following day.]
[Biographical material on Mr. Allen follows:]
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STATEMENT FOR COMPLETION BY PRESIDENTIAL NOMINEES

ALLEN FIENR YName:  KIPER  
MST) (111111, (011021

First Vice President and
Position to whIcl Hal n of

nominated:  Vice Chairman of the Board nomination:  1-19-78 
Export- Innort Bank of the United States

Date of birth:  24 July 192.6.. Place of birth:  Dallas  Texas 
(SAY) (tAON II) MA(1)

Marital status:  Married  Full name of spouse: Raye Virginia McC_reas_y Allen 

Name and ages
of children:  Allen, 21 yfars Henry Riper, Jr.

Allen, Irvin McCreary  20 years 
Allen, Raye Virginia 17  _y_ears 

Dates Degrees Dales of
Education: Institution attended received degrees

Austin High School 1940, 944 lagloma "1'944

Southwestern University l944-1945._

University_  of Texas

Completed

1945-,1951__, a_s_ TtRA all by 1951 

L. L. B.

Honors and awards: List below all scholarships, fellowships, honorary degt ees, military medals, honorary society
memberships, and any other special recognitions for outstanding service or achievement.

Football Scholarship, University of Texas; Military Service Medals:

American United Nations Kore 4 • • exas

Cowboy Service Honorary. University of Texas. Student Senate 

University of Texas; Varsity Football Letter, University of Texas

and Southwestern Tiniversit • Temple'st r- r-7 fnr 1968;

First Recipient Rex Braun Award from Texas Women's Political 

Caucas, 1975.
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3Prship$: 'List below all memberships and offices held in pmfussional, fraternal, business, scholarly,

•civic,, charitable and of Isar org5ni7atinu,.

Texas Bankers Association, Treasurer (May 58 - Apr, 59) & Councilman (May 54 - May 57)
Bell County Society for Crippled Children, Director (1955)
Ex-Student's Association, University of Texas, Councilman (1960-1963), Life Member
Beefmaster Breeders Universal, Director (1964) & Vice President (1965)
Temple United Fund, Director & Officer, various times
Temple Chamber of Commerce, Director, Officer (various times) & President (1970)
Commanding General's Advisory Council, Fort Hood (1965-1970)
King's Daughters Hospital, Board of Trustees (1971) and Treasurer, current
Temple Cultural Activities Center, Director (1975-1977), Officer & President (1976-77)
Arts and Science Council, University of Texas, current
Longhorn Hall of Honor Court, current
Texas Bar Association, current
"T" Association, University of Texas, current
Texas Arts Alliance, Governing Board, Executive Committee, current
Texas Interscholastic League Foundation, Director, current
Small Business Administration, Advisory Council, Dallas District, 1966
Christ Episcopal Church, Temple, Vestryman, Senior Warden (1971), Layreader (1971-73)
Christ Espiscopal Day School, Board Member (1959-63) & Treasurer (1960-62)
Epsicopal Diocese of Texas (1965-67), Chairman, Department of Finance (1967)
Episcopal Theological Seminary of Southwest, Trustee (1967-68)
Friends of Scott and White Hospital, Bell County Council, current
Bell, Lampasas, Mills Co. Bar Association, Member, current
Soil Conservation Society of America, Member, current
Texas Police Association, Member, current
National Jogging Association, Member, current
Association of the United States Army, Member, current
Texas Far Bureau, Member, current
The American Legion, Member, current
Temple Quarterback Club, Member, current
Civil Air Patrol, Member, current
Salado Chamber of Commerce, Member, current
Goals for Greater Temple, Chairman (1970)
Texas Law Enforcement Foundation, Member (1965-67), President (1967-68)

Temple I.S.D., Adult Education, Advisory Council, 1977-Current
Friends of the Temple Public Library, Director, 1977-1978 '
The Prsident's Associates, Univeristy of Texas, Current

1976 National United Nations Day Committee
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tployment record: List below all positions held since c)Ilege, including the title or description of job, name of

employment, location of work, and dates of inclusive employment.

1961  to Present, _kmrsToeapdational Bank, Temple. Texas. Chairman of

9-1-53 to 1961, Temple National Bank, Temple, Texas, worked as

bookkeeper, teller, loan department, Vice President

(loans), an_d_E.xecutive Vice President rm.

1-15-52 to 8-15-53 U. S. N.11,2_  FPO, San Francisco Ca.

Gunnery Officer & tat Lt.

7-1-51 to 1-15-52, Farmers & Merchants State Bank, Ballinger. Texas

Operations

Durinz Law School, TP1CaS State Rank, Ansi-in, Texa,, Note rupartment

1961 to Present, Farmers  & Merchants State Bank, Ballinger,  Texar.

Chairman of the Board

1961 to Present,_Fi rst State—Bank,. lingers, Texas, Chairman of the Boetid

1961 to Present,Ennis State Bank Ennis Texas. Director & Vice  President

1972 to Present, American Founders Life Insurance Co., Austin, Texas

Director
1973 to Pregent First International Bancshares, Inc\ , Dallas, Texas

Director
•
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. 1.1(Th It

,erience: (1St ;t,iy r,:parinco in Cr; dived a•.sorlati,qi with roderal, State, or local governments,

• clotting any advist,:y, cons:illative, ',unwary or other part-time service or positions.

Assistant Calendar Clerk, State House of Representatives,_ Austin,

Texas for two sessions during_the_late_ 1.94nla

shed
itings: List the titles, publishers and dates-of-books, artreff,t, reports or otrier publi5hed-Materials •

you have written.

None

Ica!

(illations
id activities: List all memberships and offices held in or financial contributions and services rendered tr

all political parties or election committees during the last 5 years.

Life-long active Democrat with numerous contributions up to $100.,00

to v,r  andislate.s

Jimmy Carter - $150,00 13-111--HthbY-$100. 00 

John Hill - $200.00 Bell County Democratic Corn. -$100.00

Jim Mattox - $125.00 Bob Poage $150.00
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Qualifications: State fully your qualifications to serve in the position to which you have been named.
(attach sheet)

Future employment
relationships: 1. Indicate whether you will sever all connections with your present employer, business

firm, association or organization if you are confirmed by the Senate.

Potential conflicts
of interest:

Yes

2. As far as can be foreseen, state whether you have any plans after completing govern-
ment service to resume employment, affiliation or practice with your previous em-
ployer, business firm, association or organization.

None

3. Has anybody made you a commitment to a job after you leave govemmettr

No

4. Do you expect to serve the full term for which you have been appointed?

Yes, at the pleasure of the President.

1. Describe any financial arrangements or deferred compensation agreements or other
continuing dealings with business associates, clients or customers who will be af-
fected by policies which you will influence in the position to which you have been
nominated.

None

2. List any investments, obligations, liabilities, or other relationships which might involve
potential conflicts of interest with the position to which you have been nominated.

First International Bancshares Inc,

Anderson, Clayton & Co.
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QUALIFICATIONS FOR POSITION

My experience for the last 25 years has been in banking. For the last

16 years, I have been Chairman of the Board and Chief Executive Officer of

three banks. I have attended in excess of 700 bank board meetings during my

career.

At the present time the three banks of which I am Chairman have total

assets of approximately $100,000,000. A principal concern for me has been

the proper and successful investment of these funds. I have functioned.as-a

loan officer handling all types and amounts of loans. I have worked with the

Small Business Administration and believe that I have an understanding of when

a loan has exceeded the limits within which a private lender can operate. My

direction of analysis, supervision and satisfactory payment of credits has con-

sumed a major portion of my time.

As First Vice President and Vice Chairman of the Board of Eximbank I

feel that I can perform a valuable and effective service, because of my

experience, in evaluating direct loans, insured loans and guaranteed loans;

that I will have particular concern for small business participation in Exim-

bank; that I will have an experienced judgment in the matter of when a proposed

credit should be handled by private capital rather than the Export-Import Bank;

that the management and administration of Eximbank is very similar to the organi-

zational structure in which I have been involved.

I believe that the basic principles of banking are as applicable in the

international operations of the Export-Import Bank as they are domestically

and to the extent international financial activities involve considerations not

present in domestic banking, I believe my background will enable me to under-

stand and deal with such mattem
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3. Describe any business relationship, dealing or financial transaction (other than tax-

paying) which you have had during the last 10 years with the Federal Government,

whether for yourself, on behalf of a client, or acting as an agent, that might in any

way constitute or result in a possible conflict of interest with the position to which you

have been nominated.

None

4. List any lobbying activity during the past 10 years in which you have engaged for the

purpose of directly or indirectly influencing the passage, defeat or modification of

_ any legislation at the national level of government or affecting the administration and

execution of national law or public policy.

None

5. Explain how you will resolve any potential conflict of interest that may be disclosed by

your responses to the above items.

I will disqualify myself from participation in any case involving 

First International Bancshares, Inc. or any bank which is a member 

of F.I.B. (See list of banks attached and memo showing current



40

activity). After confirmation by Senate and within a reasonable

period of time I will sell Anderson, Clayton & Co. shares (60

days). I shall also disqualify myself from any case involving

a company in whth I own shares regardless of whether the stock

is listed or unlisted.
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MEMORANDUM

To: B. K. Allen

From: W. W. Glick\A

January 11, 1978

In reviewing your statement of financial interests,
we discussed your ownership of stock in First International
Bancshares Inc. The attached list which you gave me sets
forth the banks which First International Bancshares owns
and intends to acquire. As you know, under United States
laws and Eximbank's regulations, you must disqualify your-
self from participation in any case involving any of those
institutions as well as any other entity in which you may
hold a financial interest.

We have examined our records and find that Eximbank
has done business with First National Bank in Dallas and
First International Bank in Houston. Active cases involving
First National Bank in Dallas include five guarantees
aggregating approximately $813,000 and eight discount loans
totaling about $7.2 million.

Regarding First International Bank in Houston, there
are three guarantees totaling about $842,000.
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January 11, 1978

FIRST INTERNATIONAL BANCSHARES INC.,
a holding company which owns the
following banks:

1. First National Bank in Dallas, Dallas
2. First International Bank in Houston, Houston

(formerly Houston Citizens)
3. Temple National Bank, Temple
4. Alamo Heights National Bank, Alamo Heights
5. American Bank of Commerce, Victoria
6. American Bank and Trust Company, Dallas
7. Bank of Almeda, Houston
8. The Bank of El Paso, El Paso
9. Citizens National Bank in Abilene, Abilene

10. The Dallas County State Bank, Carrollton

11. Exchange Bank, Houston
12. First Hutchings Sealy National Bank, Galveston

13. First International Bank in El Paso, El Paso

14. FirEI National Bank in Cleburne, Cleburne

15. First National Bank, Harlingen
16. The First National Bank of Odessa, Odessa
17. First State Bank of Bellaire, Bellaire
18. Grove State Bank, Dallas
19. Main Bank and Trust, San Antonio
20. Nassau Bay National Bank of Clear Lake, Clear Lake

21. North Austin State Bank, Austin
22. Park Cities Bank and Trust Company, Dallas

23. Southwest Bank and Trust Company, Irving

24. The State National Bank of Denison, Denison

PENDING

1. Beaumont State Bank, Beaumont
2. Peoples State Bank, Baytown
3. Texas State Bank, Abilene



NOMINATION OF HENRY K. ALLEN

WEDNESDAY, MARCH 15, 1978

U.S. SENATE,
COMMITTEE ON BANKING,

HOUSING, AND URBAN AFFAIRS,
Washington, D.0 .

The committee met at 9 a.m., in room 5302, Dirksen Senate Office
Building, Senator William Proxmire (chairman of the committee)
presiding.
Present: Senators Proxmire, Brooke, Tower, and Garn.

OPENING STATEMENT OF SENATOR PROXMIRE

The CHAIRMAN. Mr. Allen, we are happy to have you back and I
apologize again for having a second session.
Senator Stevenson, frankly, was the Senator who was anxious to

question you further. He can't be here this morning but I will ask
questions on his behalf and then I have a question at the end that
you might respond to and I think that should wrap it up unless other
Senators unexpectedly come in and have further questions.
Mr. Allen, do you feel that the data currently available on the credit

worthiness of the nations and from institutions and businesses
throughout the world is adequate?
Mr. ALLEN. Mr. Chairman, you're speaking with reference to coun-

try-to-country loans and the credit that is available in those countries?
I have not been briefed on the quality of that credit by Eximbank.

I would presume that the agencies of the U.S. Government are doing
the best job that they can at this time, that the State Department, and
I think the CIA, are keeping the best records they can and getting the
most information they can in determining the status of these coun-
tries. But I can't speak directly to the quality of the credit of any
country.
The CHAIRMAN. Well, I wonder if you have any thoughts as to how

better and more adequate data could be obtained and then
disseminated.
Mr. ALLEN. I can't say what I would recommend in addition to

what the State Department and the other agencies are doing. I would
think that they are pursuing this matter continuously. It's of tre-
mendously important concern to the United States to know the finan-
3ial conditions of these countries and that reaches into monetary
problems, and I would just presume that an adequate job is being
done. After I'm at the Eximbank and explore this matter, if some-
thing does occur to me or my investigation encourages me to make
some kind of recommendation, I certainly shall.

( 43 )
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The CHAIRMAN. By and large, our capital markets are the most
advanced in the world, are the most widely respected, and therefore
I think it's a reasonably fair assumption that other countries' credit
information would not be as comprehensive, as accurate, as reliable
as ours is.
Mr. ALLEN. I'm sure that's true in certain countries and in other

countries I imagine that they have a substantial amount of credit
information.
The CHAIRMAN. Senator Bentsen has arrived. Senator Bentsen,

your statement was referred to twice at some length yesterday. I re-
ferred to it and then Senator Riegle read it in full and put it in the
record. I put it in the record once and he put it in the record twice.
So in your absence we have been very conscious of your interest in
the nominee and your support of the nominee.

Senator TOWER. You were referred to more than I was and I was
here.

STATEMENT OF LLOYD BENTSEN, U.S. SENATOR FROM THE
STATE OF TEXAS

Senator BENTSEN. Mr. Chairman, I am just here to attest to every-
thing that was said yesterday about this witness. I apologize to you,
Mr. Chairman, for not being able to be here. I was back in Texas,
but I'm pleased to be here now, not to testify at length because that's
already been done, but to tell you of my great degree of confidence in
this man and his ability and his integrity.
We used to sit on the examining committee, a loan committee, for

a couple of banks. I know how important it is to have people who
have that kind of practical experience, to see the kind of collateral
we have for those loans, the kind of maturities, and I think that the
taxpayers are finally going to see their investment returned through
the Eximbank.
The CHAIRMAN. Thank you very much. We appreciate your com-

ing in.
Senator BENTSEN. If you will forgive me, I'm going to chair an-

other hearing.
The CHAIRMAN. Very good. •
Mr. Allen, what financial data is needed for bankers—and I'm con-

tinuing with Senator Stevenson's questions that he suggested I ask—
what financial data is needed for bankers, including the Eximbank,
to make intelligent decisions on countries' creditworthiness? This is
related, of course, to countries as distinguished from a business in a
country or from a domestic business.
Mr. ALLEN. While I have not been briefed at Eximbank on this

specific matter, I would think there are many things that would be
terribly important—the assets of a country, the liabilities, the history
of the country basically, once again, in very broad terms, would be
those important things that must be considered.
The CHAIRMAN. Can a country, like a private company, be viewed

as possessing an external balance sheet, a liquidity position an in-
come statement, a cash flow? And, if so, how would you apply each
of these concepts to judging a country's creditworthiness?
Mr. ALLEN. Well, would you state that again for me, please?
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The CHAIRMAN. I'll go over each one and maybe you can give your
opinion on each. The question is: Can a country, like a private com-
pany, be viewed as possessing an external balance sheet? That's the
first one.
Mr. ALLEN. Well, my answer would be I would presume so, but I

must say again, Mr. Chairman, that I have not been briefed at Exim-
bank on this country-to-country matter. I would think that informa-
tion on these matters that you have mentioned would be available to
those agencies that are right on top of them and that there are means
of determining at least in a general way, in a way that would put
you in a position to make a judgment, the creditworthiness of a
country.
The CHAIRMAN. Would it be reasonable and practical to view a

country as having a liquidity position, as you view a company?
Mr. ALLEN. My opinion of that is yes.
The CHAIRMAN. How about an income statement?
Mr. ALLEN. Well, I would think that you could determine the abil-

ity of a country to pay.
The CHAIRMAN. Well, of course, an income statement would re-

late to ability to pay, but it might have other indications too. A cash
flow?
Mr. ALLEN. That's correct.
The CHAIRMAN. You think that you can view a country as having

a particular kind of cash flow?
Mr. ALLEN. Well, I think perhaps we are getting into a monetary

area here. I haven't attempted to present that I have an expertise in
this area, but I know that credits are made to countries and their
ability to pay and their financial condition is determined, and I would
think that with my background in banking and my understanding of
credits that I can make this transition and will understand the fac-
tors in terms they are talking about.
The CHAIRMAN. I think what Senator Stevenson is getting at is

related in the last question. When you take all these things—the bal-
ance sheet, the liquidity, the income statement, the cash flow—how
would you apply each of these concepts to judging a country's credit-
worthiness as compared to judging a company's creditworthiness?
Mr. ALLEN. I think the facts will reveal the country's ability to

perform and that's what we are doing always, is determining in a
credit situation—
The CHAIRMAN. How would you differentiate? One of the things

that would strike me here is with respect to a company you get these
particular ingredients. You and I are both used to dealing with these
various instruments—the balance sheet and so forth, income state-
ment—and we can make an evaluation of a company's creditworthi-
ness, and in a country you have a political factor that may be differ-
ent—the stability, the political stability of a country, the will of the
people who happen to be in power as to whether or not they will pay
and all that kind of thing, their defense position, whether or not
they are stable in that way. Wouldn't these other elements also be
significant?
Mr. ALLEN. Yes, sir.
The CHAIRMAN. Now if the lesser developed countries get in trouble

paying their debts. What should the Eximbank do? Should it press
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for immediate payment and get whatever it can, or should it resched-
ule its outstanding loans to the country in question?
Mr. ALLEN. Well, I think that once again we look at what general

practices are followed, and that is, you always do the best you can
under the circumstances. I think you would once again look to see what
the facts are in each individual case.

Senator TOWER. In other words, you would look at each one on an
ad hoc basis rather than making a general rule that's generally ap-
plicable because of the different situations that could vary.
The CHAIRMAN. Senator Stevenson asks what do you think of the

Paris Club approach wherein all the official creditors get together and
agree among themselves on whether official loans should be resched-
uled and, if so, the terms?
Mr. ALLEN. I have no comment on that, Mr. Chairman. I have not

been briefed on that particular point. I can speak, I guess to the gen-
eral idea, but not specifically on the Paris Club because I have not
been briefed on that point.
The CHAIRMAN. Do you feel there should be comparability of treat-

ment of the private and official creditors in such rescheduling?
Mr. ALLEN. Well, an important factor at the Eximbank is to deter-

mine the reasonable assurance of repayment, and I think that must be
looked at in each case of credit and I think it's looked at in terms of a
country-to-country credit surely 
The CHAIRMAN. The question is whether or not there should be com-

parability. In other words, whether you should equally treat the claims
of a country and the claims of a bank? For instance, if a particular
bank in France or England had a claim on a country, how would you
feel that that should be treated as compared to a claim that a country
had as contrasted with a private company? Should private credit be
given the same treatment equally or should it be given preference or
should it be in a subordinate position?
Mr. ALLEN. I have always tried to use a standard of fair treatment

in making judgments of this kind, and I would think that there might
be political aspects of a country-to-country loan and there may be a
range of considerations that we might call political in noncountry
loans.
The CHAIRMAN. Are you familiar with the case of Zaire and the

difficulties in that situation of obtaining comparable rescheduling be-
tween private and public creditors?
Mr. ALLEN. I have not been briefed on that, Mr. Chairman.
The CHAIRMAN. In your judgment, is Eximbank presently competi-

tive with other governmentally supported export finance agencies?
Mr. ALLEN. I think in certain areas they are. In certain areas per-

haps they are not.
The CHAIRMAN. Would you like to indicate where you think that

they are competitive and where they are not?
Mr. ALLEN. Well, as we discussed yesterday, there are some aspects

of making loans that other countries are using that the United States
is not using. I think perhaps in interest rates we are competitive. I
think there are some mixed credits by other countries. I think other
countries Eximbanks are covering "local costs" in foreign countries
and the United States is not completely competitive in this area. Those
are several areas that I would mention.
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The CHAIRMAN. How could Eximbank become more competitive?
Mr. ALLEN. Well, at the present time we could look into these areas

where other countries are being competitive. My personal feeling—
opinion at this time—is that we need to continue to make loans on the
basis that we are presently operating under and if we find that we can-
not be competitive because there are aspects of credit situations that
are permitting other countries to get the loans, then we must relook at
what standards we are using and we must adjust on that basis.
The 'CHAIRMAN. Which countries do you feel are beating the Exim-

bank on head-to-head competition and on what basis are they doing
so?
Mr. ALLEN. Well, I can't say that I have been briefed indepth

enough to say which ones. I think about the record that's revealed in
countries like Japan. I would think Japan is doing an effective job
with its Eximbank. I think that Uermany would he doing a good job
with its Eximbank. I would think that _Korea perhaps would be doing
a good job with its Eximbank.
The 'CHAIRMAN. What's your view of the current U.S. restrictions

on East-West trade?
Senator TOWER. Would you yield at that point, Mr. Chairman?
The CHAIRMAN. Yes.
Senator TOWER. What you're talking about here is what countries

seem to beat us in international sales because of favorable financing
arrangements, but I would have to note that they have considerably
more freedom and more aggressive government policy on exports than
we tend to have so we operate under restraints that ordinarily they
don't operate under, and I don't think we can lay that on the door of
the Eximbank. I think that's a matter of policy.
The CHAIRMAN. Well, that may well be. On the other hand, in

France and Germany and other countries it may well be that one
ingredient in the advantage, one particular ingredient, a possibly deci-
sive ingredient in their advantage is their credit arrangement.

Senator TOWER. Well, I would suggest that this is a proper matter
for the committee to have a look at some time and let's see and examine
the reasons why we are being beaten competitively, all other things
being equal, given the quality and the price of the products or goods
and services—that perhaps we ought to be paying attention as a com-
mittee to what we could do to become more competitive.
The CHAIRMAN. There's no question, for example, with respect to

Japan that they have, as was pointed out to this committee, a kind
of divided economy in which in their domestic economy they charge
very high prices to their people and in their export economy they
deliberately crowd in all their best resources and their most efficient
operations.

Senator TOWER. You can buy a Sony television set cheaper than a
citizen of Tokyo can.
The CHAIRMAN. What I'm trying to get at here is the particular

contribution Eximbank can make. Let me proceed.
Mr. ALLEN. Mr. Chairman, may I add just one other factor there?

That is, a number of these countries subsidize their Eximbanks di-
rectly and I think that is another factor in terms of how could we be
more competitive. Not that I'm suggesting it. I just think it is an
important factor in the whole Exim picture.
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The CHAIRMAN. What's your view on the current U.S. restrictions
on East-West trade as they affect the Eximbank? I'm talking about
the trade between the Communist countries behind the Iron Curtain
and this country.
Mr. ALLEN. I'm not uncomfortable with the provisions that restrict

trade at this time.
Senator TOWER. Well, would the Senator yield at that point?
The CHAIRMAN. Yes.
Senator TOWER. That is not a matter of policy made by Eximbank.

That's a political policy.
The CHAIRMAN. Well, the way I put it was what is your view of

the current U.S. restrictions in East-West trade as they affect Exim-
bank. In other words, I think Senator Tower is correct. I'm not just
asking how you feel about those policies. And your answer is they
affect Eximbank—that you're not opposed to those policies. You don't
feel they interfere with Eximbank?
Mr. ALLEN. I'm not uncomfortable with those requirements at this

time.
The CHAIRMAN. What is your view on looking at the broader test

of looking at the foreign country's overall relationship with the
United States; that is, judge a foreign country not only on emigra-
tion but also on human rights, its belligerency overseas, its arms
policy and so forth? What's your view of such a suggestion as they
affect the Eximbank?
Mr. ALLEN. Well, I have not been briefed in depth on these points,

as you have mentioned, Mr. Chairman, but I am satisfied that the
Congress of the United States has looked into these matters in depth
and the judgment they have given as far as I'm concerned at this
time are the best judgments that could be reached and I'm satisfied
to go forward on that basis.
Senator TOWER. If you would yield, Mr. Chairman, I might suggest

that this is a policy question to be resolved at a higher level than
Eximbank.
The CHAIRMAN. Well, I think that's correct, but, of course, they do

have an impact on the Eximbank and it's that part that I thought Mr.
Allen might give us his views on and it would be useful in judging
Mr. Allen's position.
The final question in relationship to that particular area that Sena-

tor Stevenson wanted me to ask you is, would such broader tests give
us more or less leverage with the Soviet Union than others?
Mr. ALLEN. Pardon me?
The CHAIRMAN. Broader with respect not only to the emigration

policies which, of course, we have incorporated into law at various
times, but arms policy, belligerency overseas, human rights policies,
and so forth.
Mr. ALLEN. Would they do what?
The CHAIRMAN. Would those broader tests give us more or less

leverage with the Soviet Union. In other words, would they enable
us to be able to have greater influence on Soviet Union policy gen-
erally? I think what he's getting at is the notion that we, as you know,
use the Eximbank at times—it has been used to enable us to make
export sales to the Soviet Union. The Eximbank has been used in
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that respect and the question arises, should we provide a credit that
would make it easier for the Soviet Union to buy on conditions that
they have a different policy with respect to human rights or with
respect to belligerency overseas or something of that kind, or do you
think this should be separated from that?
Mr. ALLEN. As a general matter of policy, I think that the more

lines of communications that can be kept open, the better the oppor-
tunity is for success in every area. What Eximbank is basically inter-
ested in doing is aiding in financing and facilitating exports, and if in
the best interest of this country operating under those guidelines the
doors need to be opened wider, then I would not be opposed to it.
The CHAIRMAN. How about the Eximbank financing for nuclear

powerplants?
Mr. ALLEN. My personal feeling?
The CHAIRMAN. Yes, sir.
Mr. ALLEN. If after it has gone through all of what I call the check

points of understanding what is going on in terms of the nuclear
problem it gets down to Eximbank's consideration of whether the
power is really needed and is the ability and the reasonable assurance
of repayment there, then once again, we got basically to this matter
of credit. The other matters I don't feel are really the judgments
of Eximbank, but really some before the area of Eximbank's function.
Senator TOWER. If the Senator would yield, I might suggest as a

sign-off on the sale of nuclear plants and the financing thereof, it
would be a decision made at the White House.
The CHAIRMAN. Yes. Of course, the Eximbank undoubtedly would

have an opinion and advice for the President.
Senator TOWER. I would think their opinion would be strictly to the

economic aspects of it rather than the political aspects.
The CHAIRMAN. I think the Senator is right. That's the reaction I

wanted to get from Mr. Allen. Well, I think Senator Tower puts it in
the proper perspective.
In that connection, should the Eximbank finance nuclear power-

plants in countries which are not members of the Non-Proliferation
Treaty or which explode nuclear devices?
Mr. ALLEN. No.
The CHAIRMAN. You think we should not. Do you think Eximbank

financing should be subject to the National Environmental Protection
Act?
Mr. ALLEN. It seems to me that that matter is under some type of

adjudication now and perhaps it might not be too well for me to
comment on it. I think it's difficult—it would be difficult for the
United States—pardon me—for Eximbank to meet certain require-
ments relating to environmental matters, but I hesitate to comment
there, Mr. Chairman.
The CHAIRMAN. Do you think that the Eximbank credit is needed

to finance Japanese purchases of raw cotton? Can't the Japanese Gov-
ernment and private banks finance this purchase without concessions
to U.S. financing?
Mr. ALLEN. I think the Japanese Government has the capability to

purchase cotton if those are the only considerations. If the Japanese
Government or any government determines they want to finance a
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purchase and they are either going to finance a purchase or they are
not going to purchase it from you and you negotiate the matter as far
as possible and you realize that if it is not financed then you lose the
sale, I would hate to cause a hardship on American industry, Ameri-
can labor, American people, simply because we insisted upon cash
and we didn't make the sale.
Senator TOWER. In other words, if you would yield, Mr. Chairman,

we have to consider the competitive situation that's involved with a
choice between American cotton and cotton from some other source?
Mr. ALLEN. That is correct.
Senator TOWER. We would want to try to stay competitive on the

sale aspect.
The CHAIRMAN. Well, I think I have your answer then to the last

part of this particular question. The last question is, will you vote
against such loans in the future if you are confirmed?
Mr. ALLEN. Well, did I make myself clear previously, Mr.

Chairman?
The CHAIRMAN. I think so.
Mr. ALLEN. I think the countries that can pay us should pay us if

they say as a part of their condition of purchase that they want to
finance it regardless, and if we do not finance it, then they are not,
going to buy from us, I will vote for—if you will let me be so pre-
sumptuous—I would vote to insist upon cash payment unless we can't,
make the sale otherwise. If it takes a sale on terms, so to speak, financ-
ing, then at that moment I would probably move over and say let's
finance it.

Senator TOWER. If the chairman would yield, I have more than a
casual interest in this since 75 percent of the Texas cotton crop is
exported.
The CHAIRMAN. Yes. This was a matter of considerable dispute be-

tween the Eximbank and some members of this committee last time
and I think the Eximbank has taken a position sympathetic to the
export of cotton

' 
but there was some question in the view of some of

us  as to whether that was necessary under all the circumstances.
What's your view of the current world financial situation in which

Eximbank must operate? Do you agree with Senator Javits and others
that unless we begin a process of involving the OPEC countries more
directly in financing world debt and shifting their surpluses to more
productive uses that the entire financial system may collapse?
Mr. ALLEN. Well, I haven't been briefed on what I consider a mone-

tary problem like that, Mr. Chairman. I very seldom find myself in
as pessimistic an attitude as to say something is going to collapse. As
long as we are standing together and working hard, I think there's an
avenue of opportunity and a way to do things successfully.
The CHAIRMAN. Can the U.S. banking system continue to function

as the risk bearing layer in the recycling process with respect to the
OPEC nations? What alternatives do we have?
Mr. ALLEN. I haven't been briefed on that, Senator.
Senator TOWER. If the Senator would yield at that point, it's a fact,

that the United States would probably have to recycle more petro-
dollars than is represented by its oil deficit because of the inability of
other Western industrial countries to absorb it. As a matter of fact,
the exchequer of the United Kingdom looked me straight in the eye
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and said that was a responsibility we would have to accept because
Britain couldn't bear her part of the load based upon her own eco-
nomic situation at that time.
The CHAIRMAN. The situation may be a little different.
Senator TOWER. I'm sure it will be with the North Sea oil coming in

because they will be in a better position to do so, but at that point in
time, a couple years ago, they were not.
The CHAIRMAN. Of course, here the emphasis was on whether or

not the OPEC countries, with theit colossal surpluses, would be more
involved in financing world debt and shifting the burden away from
us.
Let me go on. What is your view of the so-called mixed credit pack-

ages, a combination of low interest rate development funds with
officially supported export credits?
Mr. ALLEN. Well, I'm not opposed to that, but I'm not in favor of it

either. Once I'm at Eximbank. that's a matter I will certainly give
consideration to, but at this time I have no opinion on mixed credits in
terms of change of interest rates.
The CHAIRMAN. Would you favor a soft loan window at Eximbank

or actual combination with AID or other programs?
Mr. ALLEN. I would want to give that careful study, Senator.
The CHAIRMAN. Do you have any idea which countries such pack-

ages would be most important to?
Mr. ALLEN. Would you state that again, please?
The CHAIRMAN. For what countries would such packages be most

important? That is, a package of low interest rate development, AID
funds, and officially supported export credits.
Mr. ALLEN. I think that there seems to be established a pattern of

those countries who are what we might call less developed countries
that are getting some advantages on rate and term and so forth, and I
would think that, once again, that kind of a package would—you look
more favorably to a country that was having a more difficult time
meeting its requirements.
The CHAIRMAN. Do you feel the United States would have to tie

other noncredit programs into Eximbank financing to remain com-
petitive? For example, Chairman Moore mentioned last week that the
A-300 airbus sales were tied in with military sales, trade concessions,
and so forth. Let me repeat the first part of that question.
Mr. ALLEN. No, sir. I think I have it. Thank you.
Well, we must stay competitive if we are going to stay in the Ex-

imbank business. We must be competitive. This means to be flexible
enough to see on a daily basis, on a weekly basis and on a monthly
basis what is happening in this market and if it is determined that
there is a new factor that's being introduced that we must be competi-
tive with, then we either have to face the fact that we will be competi-
tive in that factor or we won't be getting that business.
The CHAIRMAN. Let me ask you one final question, Mr. Allen, be-

cause I want to give you the final opportunity to say whatever you
like.
You have been unable to answer or reluctant to answer most of the

questions al'out Eximbank, international finance, and trade. Do you
contend that the vice chairman of Eximbank need not be knowledge-
able on these matters or that you should not be expected to be lmowl-
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edgeable on these matters before serving as vice chairman with a
period of on-the-job training as it were?
Mr. ALLEN. Well, I think that as I have looked at Eximbank and

have studied the matter that we are talking about once again, as I
stated in my opening statement, we are talking about credits. I know
as a banker among the many problems that you run into in banking, a
problem of extreme importance and one you want to avoid if you
possibly can is bad loans, and I think there are many loans at Exim-
bank that will be that type of credit with which I am familiar. There
are many, many credits at Eximbank that are what I call commercial
credits.
The point is to aid in financing and facilitate exports. So a sale of

American products is made overseas and that credit comes into being
and it is a matter of looking at the financial statement and the oper-
ating figures of whoever the purchaser is. In the area of making;
loans and studying credits, of understanding the language of bank-
ing, of working with the small business person in this country, of
being highly concerned about employment, about industry; coming
from a banking environment and knowing what it means to start a
business, to build a business, to be competitive, I think that this will
be a very natural thing for me to do and I don't mean to take away
from some of the matters that have been mentioned, but I feel that it
is extremely important at Eximbank to have people who have had
credit experience.
Now we have people on the board at this time who have had inter-

national experience, but I say once again, when we talk about cred-
its we are not talking about something that is different from a domes-
tic loan in spite of the fact that the purchaser is not in the United
States and that is where I have had over 20 years of experience.
I would like to point .out that my record in banking involves the

management and direction of approximately $100 million in assets.
Now I think a volume of assets of that size is not a real small item. I
consider it substantial. We have carried a loan volume of around $55
million at the bank that I'm principally chairman of the board of. On
a recent examination of this bank we had a very, very small amount
of loss. The doubtful column which is that next column over, which
you are familiar with, was nothing. There were no loans listed as
doubtful.
The community from which I come is one of the fastest growing

standard metropolitan statistical areas in this country.
Senator TOWER. The fastest growing in Texas I believe. Is that

right?
Mr. ALLEN. I think SO.
The CHAIRMAN. It's got to be if it's the fastest growing in the

country.
Mr. ALLEN. I think that my background, my understanding, my

experience in the lending business, puts me in a position to go in as
vice. chairman and first vice president of Eximbank and do an ef-
fective job and be successful at it. In those areas in which I may not
be completely familiar at this time, because of my record I can become
familiar with them in a brief period of time, and I will do that and
I will devote my whole energy to it.
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The CHAIRMAN. Thank you very, very much, Mr. Allen. I might
say that I'm most impressed with your very handsome family. You
certainly do have a strong record as a successful banker in Texas,
having been successful at four banks I believe, and as you say, your
latest experience has been a substantial one.
We will have to give some consideration, however, to the fact that,

this is a particular assignment that does require a knowledge of in-
ternational trade and international finance and the committee will
just have to make a judgment. Certainly the very strong recommen-
dations of Senator Tower and Senator Bentsen and Congressman
Poage and Congressman Pickle will weigh heavily with all of us and
I want to thank you very much for your good temper, the obviously
thoughtful and careful way with which you have responded to our
questions over 2 days.
Senator TOWER. I might note that I have been sitting on this com-

mittee on oversight of Exim for 17 years and I believe for sure I
could not have answered all those questions to the satisfaction of the
committee. As a matter of fact, I doubt if many people on the com-
mittee could give in-depth answers to all of those questions and I think
what you have raised—or what Senator Stevenson has raised through
you, is the fact that probably we on the committee ought to devote a
little bit more time to a discussion and inquiry into Exim policies
and determine if there's anything that we as a committee should do
to modify the authorization for Eximbank in any way to meet some
of the problems that have been illuminated through your questioning.
The CHAIRMAN. Thank you, Senator Tower.
Well, unless Senator Brooke or Senator Garn have questions, we

want to thank you very, very much.
Mr. ALLEN. Thank you.
The CHAIRMAN. The committee will reconvene momentarily.
[Whereupon, at 9:40 a.m., the hearing was adjourned.]
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