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M r .  H a r o l d  F .  L i n d e r ,  P r e s i d e n t  and C h a i r m a n  of the  B o a r d  of  
D i r e c t o r s  of the  E x p o r t - l m p o r t  Bank  of Wash ing ton ,  was  b o r n  in B r o o k -  
lyn,  New Y o r k  on 13 S e p t e m b e r  1900. He a t t e n d e d  C o l u m b i a  U n i v e r s i t y  
and c o n t i n u e s  his  i n t e r e s t  in h i g h e r  e d u c a t i o n  as  a T r u s t e e  of the  I n s t i -  
tu te  of A d v a n c e d  Study,  P r i n c e t o n ,  and as  D i r e c t o r  of the  I n s t i t u t e  of  
I n t e r n a t i o n a l  E d u c a t i o n .  D u r i n g  W o r l d  W a r  II he was  a c o m m a n d e r  in 
the  U . S .  Navy,  a s s i g n e d  to the  B u r e a u  of O r d n a n c e  and l a t e r  to the  
S e c r e t a r y ' s  Off ice  of P r o c u r e m e n t  and M a t e r i a l .  F r o m  1951 to 1953 
M r .  L i n d e r  was  Depu ty  A s s i s t a n t  S e c r e t a r y  and A s s i s t a n t  S e c r e t a r y  
of S ta te  fo r  E c o n o m i c  A f f a i r s .  F r o m  1955 to 1956 he was  a m e m b e r  
of the  B o a r d  of  N a t i o n a l  E s t i m a t e s  of the  C e n t r a l  I n t e l l i g e n c e  A g e n c y .  
He has  had an a c t i v e  c a r e e r  in p r i v a t e  b u s i n e s s  and  s e r v e d  as  a d i r e c -  
t o r  of  m a n y  c o r p o r a t i o n s .  Th i s  i s  M r .  L i n d e r ' s  f i r s t  l e c t u r e  at the  
I n d u s t r i a l  C o l l e g e .  

i i  
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ADMIRAL ROSE: The  m o d e r n  w o r l d  has  n e v e r  e s c a p e d  i n t e r n a -  
t i ona l  m o n e t a r y  and f i n a n c i a l  t r o u b l e s .  I suppose  we n e v e r  wi l l .  In 
the  l a s t  20 y e a r s  t h e s e  p r o b l e m s  h a v e  v a s t l y  i n c r e a s e d  in  co rnp lex i ty  
and n u m b e r .  

Our  l e c t u r e  today,  "The  Ro le  of the  E x p o r t - I m p o r t  Bank,  " wi l l  
p r o v i d e  us an i n s igh t  of i n t e r n a t i o n a l  f i n a n c e  at w o r k .  In i t s  27 y e a r s  
of  e x i s t e n c e ,  the  E x p o r t - I m p o r t  Bank  has  a u t h o r i z e d  m o r e  than  $I0 
b i l l i on  of r e p a y a b l e  l oans  which  have  h e l p e d  m a n y  na t ions  to i m p r o v e  
t h e i r  e c o n o m i c  pos i t i on .  Th i s  in  t u r n  e n h a n c e d  the  f o r e i g n  t r a d e  p o s -  
s i b i l i t i e s  fo r  A m e r i c a n  b u s i n e s s .  

You a l l  have  l o o k e d  at the  v e r y  e x c e l l e n t  b r o c h u r e  wh ich  we have  
on the  h i s t o r y  of what  the  E x p o r t - I m p o r t  Bank  has  done in  th i s  t i m e .  

Our  s p e a k e r ' s  b a c k g r o u n d  i n c l u d e s  i m p o r t a n t  p o s i t i o n s  in v a r i o u s  
c a r e e r  f i e l d s .  At P r i n c e t o n  U n i v e r s i t y  he is  a T r u s t e e  of the  Ins t i t u t e  
of A d v a n c e d  Study and the  D i r e c t o r  of the  Ins t i tu t e  of I n t e r n a t i o n a l  
E d u c a t i o n .  He s e r v e d  as a c o m m a n d e r  in the  U .S .  Navy d u r i n g  Wor ld  
War  H - - a n d  I f ind tha t  we w e r e  in  the  B u r e a u  of O r d n a n c e  at the  s a m e  
t i m e - - a n d  t h e n  f u r t h e r  d e m o n s t r a t e d  his  v e r s a t i l i t y  as A s s i s t a n t  Sec -  
r e t a r y  of State  for  E c o n o m i c  A f f a i r s .  In p r i v a t e  e n t e r p r i s e  h i s  e x p e -  
r i e n c e  i n c l u d e s  m a n y  th ings ,  i n c l u d i n g  ge t t i ng  up to the  l e v e l  of d i r e c -  
t o r  of  c o r p o r a t i o n s .  

When  I d i s c u s s  h is  q u a l i f i c a t i o n s  to s p e a k  on t o d a y ' s  s u b j e c t ,  I 
n e e d  to c i t e  on ly  h is  c u r r e n t  pos i t i on .  

We a r e  i n d e e d  f o r t u n a t e  to have  wi th  us t h i s  m o r n i n g  fo r  h is  f i r s t  
l e c t u r e  to the  CoLlege, the  P r e s i d e n t  of the  E x p o r t - I m p o r t  B a n k  of 
Wash ing ton ,  the  H o n o r a b l e  H a r o l d  F.  L i n d e r .  

Mr .  L i n d e r .  



262 

MR. LINDER:  T h a n k  you  v e r y  m u c h ,  A d m i r a l .  

You g e n t l e m e n ,  as  a g roup ,  a r e  p r o b a b l y  not i n t e r e s t e d  in  b a n k -  
ing,  p e r  s e .  Y o u r  i n t e r e s t ,  as de f ined  by the  Jo in t  Ch ie f s  of Staff,  
l i e s  in " the  e c o n o m i c  and i n d u s t r i a l  a s p e c t s  of n a t i o n a l  s e c u r i t y .  " 
T h u s ,  if I am to i n t e r e s t  you,  I m u s t  m a k e  you  s e e  how and  why  I 
t h ink  the E x p o r t - I m p o r t  Bank  does  p l ay  a p a r t  in  t h e s e  a s p e c t s  of  o u r  
s e c u r i t y .  

I n e e d  h a r d l y  r e m i n d  you  tha t  e c o n o m i c  and i n d u s t r i a l  p e n e t r a -  
t ion  is a f a c e t  of the  co ld  w a r ,  and as p r a c t i c e d  by  o u r  a d v e r s a r i e s  
has  but  one  p u r p o s e .  It s e e k s  to f o r g e  t r a d e  t i e s  and,  in  the  d e v e l o p -  
m e n t  a r e a ,  p u r p o r t s  to r a i s e  the  s t a n d a r d  of  l i v i n g  of  the  c o u n t r y  so 
p e n e t r a t e d .  Thus ,  it s e e k s  to d i s r u p t ,  r e d u c e ,  and  u l t i m a t e l y  r e p l a c e  
W e s t e r n  i n f l u e n c e  in the  c o u n t r y  and to ga in  an e c o n o m i c  d e p e n d e n c y  
and i t s  c o n c o m i t a n t ,  a c l o s e  p o l i t i c a l  t i e .  

I am s u r e  you  don ' t  u n d e r r a t e  the e f f o r t s  of o u r  a d v e r s a r i e s .  In 
7 s h o r t  y e a r s ,  the  e c o n o m i c  aid c o m m i t m e n t  of  the  R u s s i a n s  has  r i s e n  
f r o m  v i r t u a l l y  no th ing  to $4 .3  b i l l i on  of U. S. d o l l a r s .  F a c e d  wi th  t h i s  
o f f e n s i v e ,  the  Un i t ed  S t a t e s ,  in the  e c o n o m i c  s e n s e ,  s e e k s  t o d a y  to 
f o l l o w G e n e r a l  Na than  F o r r e s t ' s  d i c t u m  to "gi t  t h a t  f u s t e s t  wi th  the  
m o s t e s t .  " f . ,  

Our  b a n k  c o n s t i t u t e s  an i n t e g r a l  and i m p o r t a n t  p a r t  in  the  m e a s -  
u r e s  and c o u n t e r m e a s u r e s  w h i c h  the Un i t ed  S ta t e s  and i t s  a l l i e s  t ake  
to b o l s t e r  f r e e d o m  in the  d e v e l o p i n g  w o r l d ;  and in th i s  e f fo r t  of  o u r  
G o v e r n m e n t  the  E x p o r t - I m p o r t  Bank,  we th ink,  o c c u p i e s  a un ique  and  
i n t e r e s t i n g  p o s i t i o n .  It i s  o u r  func t ion  as d e f i n e d  by s t a t u t e  to f i n a n c e  
and f a c i l i t a t e  o v e r s e a s  t r a d e  and to m a k e  l o a n s  fo r  s p e c i f i c  p u r p o s e s .  
But  we  a r e  a l so  r e q u i r e d  to m a k e  s u c h  l o a n s  in c o r f f o r m a n c e  wi th  an -  
o t h e r  c r i t e r i o n ,  w h i c h  is  tha t  t h e r e  m u s t  be a r e a s o n a b l e  p r o m i s e  of 
p a y m e n t .  H e n c e  o u r  a r e a  of e f fo r t  t e n d s  to be  in the  m o r e  e c o n o m i c -  
a l l y  p r o d u c t i v e  i n v e s t m e n t s  in  t h o s e  c o u n t r i e s  w h i c h  have  o r  a p p e a r  
to have  a d e q u a t e  r e p a y m e n t  c a p a c i t y .  

Tha t  t h e r e  be s u c h  a s s u r a n c e  of r e p a y m e n t  d i c t a t e s  t ha t  the  
b a n k  m u s t  m a k e  an a n a l y s i s  of the  end  use  of the  loan  in o r d e r  to 
e s t a b l i s h  in i t s  own m i n d  the e c o n o m i c  f e a s i b i l i t y  of  the  p r o j e c t .  
Th i s  in t u r n  pu ts  the bank  in the  p o s i t i o n  of a t r u e  bank,  s p e c i a l i z i n g  
in p r o j e c t  l oans  w h i c h  in the  p r i v a t e  w o r l d  would  be  c a l l e d  s h o r t -  
t e r m  to m e d i u m - t e r m  ( say  8 to 20 y e a r s )  and at  r a t e s  of  i n t e r e s t  
(5 .75  p e r c e n t )  not f a r  f r o m  c o m m e r c i a l  ones  but  in  m o s t  c a s e s  w e l l  
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below those prevailing in the borrowing country. The purposes to 
which the loan is to be put and the capacity for repayment are re- 
flected in the project itself. The categories are transportation, 

communication, power, mining, steel, and so on. 

The loans of our bank are frequently designated as "hard loans" 

in contradistinction to those loans which are termed "soft loans" 
where, in order to reflect an overriding policy interest of the 
United States, an aid philosophy must rule. Here the length of re- 
payment stretches out and the difference between the going banking 
interest rate and a much lower interest rate represents a concession 
in the interest of United States policy and a recognition of limited 
capacity to earn quickly the dollars with which to repay. 

To carry out its functions, the bank has a capital of $I billion, 
held by the United States Treasury, and in addition has been granted 
by the Congress a call upon the Treasury, in the form of interest- 
bearing loans, for advances up to $6 billion. Today, our reserves 

total $725 million; we owe the Treasury $2 billion; and we have a 
$i. 35 biIHon uncommitted lending authority under a total authori- 

zation capacity of $7 billion. 

The direction of this not inconsiderable financial operation is in 
the hands of.a bipartisa~ board of directors, of whom there are five, 
and of which I am the chairman. This board is named by the Presi- 
dent under the requirement that not more than three members of the 
board may be of any one political party. At all times before the 
board as it makes decisions is our statut6ry requirement: That there 
be a reasonable assurance of repayment. We lend only in dollars 
and for dollar repayment, and we expect to be repaid. Parentheti- 
cally, we h a v e  b e e n  r e p a i d .  O v e r  the  y e a r s ,  to  30 J u n e  l a s t ,  we  
have  a u t h o r i z e d  s o m e  $ 1 2 . 3  b i l l i on  of l o a n s .  S u b t r a c t i n g  s u c h  i t e m s  
as  p a r t i c i p a t i o n  by o t h e r s  and c a n c e l l a t i o n s ,  t o t a l l i n g  s o m e  $ 2 . 3  
b i l l i on ,  l e a v e s  us wi th  ne t  a u t h o r i z a t i o n s  of about  $10 b i l l i o n .  I 
m i g h t  add tha t  the bu lk  of t ha t  has  b e e n  l oaned  s i n c e  the  end of W o r l d  
W a r  II.  Of th i s  a m o u n t  we  have  d i s b u r s e d  $ 7 . 8  b i l l i on ,  we h a v e  
b e e n  r e p a i d  $4. ~ b i l l i on ,  we  had o u t s t a n d i n g  as  of the  end of ou r  l a s t  
f i s c a l  y e a r  $ 3 . 4  b i l l i on ,  and have  u n d i s b u r s e d  c o m m i t m e n t s  of abou t  

$ 2 . 3  b i l l i on .  

I n t e r e s t i n g l y ,  in r e l a t i o n  to th i s  v o l u m e  of l end ing ,  t h e r e  a r e  few 
s i g n i f i c a n t  loans  in d e f a u l t - - C u b a ,  a t a i l - e n d  of a loan to M a i n l a n d  
C h i n a  (and I m i g h t  s ay  tha t  was  a $220 m i l l i o n  loan  of w h i c h  a l l  but  
$20 m i l l i o n  has  b e e n  r e p a i d ) ,  Bo l iv i a ,  and Ha i t i .  I o m i t  t h o s e  
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delinquencies caused by normal commercial delay and by balance-of- 
payment crises which usually, thus far, at least, have been relatively 
s hort-live d. 

No doubt  th is  r e c o r d  of the E x p o r t - I m p o r t  Bank  a c c o u n t s  in s o m e  
m e a s u r e  for  o u r  r e p u t a t i o n .  H e r e  in the Un i t ed  S t a t e s ,  o r  at  l e a s t  in 
G o v e r n m e n t  c i r c l e s ,  we a r e  s o m e t i m e s  thought  of as  co ld  m o n e y -  
l e n d e r s ,  a l t h o u g h  f o r e i g n  b o r r o w e r s  who know us don ' t  g e n e r a l l y  take  
th i s  p o s i t i o n .  But  I would  l ike  for  a m o m e n t  to e x p a n d  a v i ew  of b a n k -  
ing not on ly  so  fa r  as  m y  own i n s t i t u t i o n  is c o n c e r n e d  but  for  bank ing  
p r o c e s s e s  in g e n e r a l .  

As distinguished from what one might call a pawnshop operation 
depending only on security and without regard to need, or concern as 
to what purpose the money is to be put, true banking involves adding 
to the resources of a borrower so that he can use them to make a 
profit great enough to repay the lender and enjoy a net return for him- 
self. I maintain this to be a fundamental consideration in any lending 
activity. We, too, try to make a profit, and we do. As with all lend- 
ing bankers, the difference between the interest we charge and the ~ 
interest we pay, in our case to the U.S. Treasury, is the measure of 
our profit. It has enabled us in the last fiscal year to pay a dividend 
of $30 million to the Treasury and to add $63 million to our own re-  
s e r v e s .  In a d d i t i o n ,  I m i g h t  s ay ,  we pa id  $43 m i l l i o n  of i n t e r e s t ,  to the 
T r e a s u r y .  It is  a un ique  p o s i t i o n .  We a s s i s t  the U . S .  e x p o r t e r ;  we 
a r e  not  c o m p e t i n g  with  p r i v a t e  i n t e r e s t s ;  we c o n t r i b u t e  to o u r  n a t i o n a l  
o b j e c t i v e s ;  and we m a k e  a p ro f i t  for  Unc le  Sam.  I t ' s  a happy  o p e r a t i o n .  

O b v i o u s l y  the book  of ou r  t o t a l  e f fo r t  in  f r i e n d l y  c o u n t r i e s  w i l l  
c o n t a i n  m a n y  qui te  d i f f e r e n t  types  of f i nanc ing .  T h r o u g h o u t  h i s t o r y ,  
no doubt  e x t e n d i n g  back  to a n c i e n t  p e o p l e s ,  a na t ion  has  e x t e n d e d  a id  
to o t h e r  s t a t e s  o r  t r i b e s  as  a w a y  of e n l a r g i n g  i ts  p o w e r  o r  i m p r o v i n g  
it p o l i t i c a l  r e l a t i o n s .  Th i s  m a y  have  t a k e n  m a n y  f o r m s ,  s u c h  as  o u t -  
r i g h t  b r i b e s ,  s i m p l e  s u b v e n t i o n s ,  o r  g r a n t s ,  and,  of c o u r s e ,  l o a n s .  
C e r t a i n l y  t h e r e  is s u f f i c i e n t  r e a s o n  to b e l i e v e  that  the Un i t ed  S ta t e s  
t oday ,  g i v e n  o u r  c o m p l e x  p o w e r  r e l a t i o n s  with  f r i e n d l y  and e n e m y  
c o u n t r i e s ,  has  need  for  m e a n s  of e x t e n d i n g  f i n a n c i a l  a s s i s t a n c e  and  
i n f l u e n c i n g  o t h e r  c o u n t r i e s  wh ich  go b e y o n d  those  o r t h o d o x  bank ing  
c o n c e p t s  and j u d g m e n t s  w h i c h  I have  s t r e s s e d .  

But it is essential that we think clearly and not confuse the eco- 
nomic with the political type of assistance. There is a great deal of 
advantage to the United States, and to the borrowing countries as well, 
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that as far as possible our extension of financial resources should 
take the form of reasonably orthodox, sound banking transactions; 
that our lending to other countries be sufficiently productive to per- 
mit the repayment of the loan on reasonable terms and provide also 
an enhancement of the position of the borrower. Most of the United 
States Government transactions take this form, and there are few 
countries that are in such poor financial position that none of our 
financial assistance can take the form of true loans. 

To be sure, there are some countries whose fundamental via- 
bility, on military or economic grounds, is so seriously in doubt 
that it is not reasonable to advance funds for any purpose, however 
productive the individual project may be, on these usual sound bank- 
ing terms. But this does not mean that all underdeveloped nations 
are characterized by these elements. Profit rates or, if you will, 
productivity rates for new investment in underdeveloped countries, 
are very high indeed and it is not cold or mercenary to suggest 
making many of our country's loans on reasonable, and so-called 
hard terms. We must not appraise and conduct all intergovernmental 
financial transactions purely on an aid philosophy. Rather, it is 
advantageous both financially and politically that, wherever the 
circumstances permit, lending be on intelligent, sound premises; 
and that this be our practice. 

L e a v i n g  now t h e s e  b r o a d e r  c o m m e n t s ,  at the E x p o r t - I m p o r t  
Bank  we th ink  of our  loans  as  fa l l ing  into t h e s e  c a t e g o r i e s :  T h e r e  is 
the n o r m a l  e x p o r t e r  c r e d i t  in  which  a f i r m  in the Uni t ed  S ta tes  is 
s e l l i n g  a s p e c i f i c  a r t i c l e  o r  a p i e c e  of m a c h i n e r y  to a b u y e r  in a 
f o r e i g n  coun t ry ;  t h e r e  a r e  loans  to f inance  l a r g e  e x p o r t s  of c o m -  
m o d i t i e s ;  t h e r e  a r e  e m e r g e n c y  f o r e i g n  t r a d e  loans ;  and t h e r e  a r e  our  
p r o j e c t  loans .  As the g r e a t  we igh t  of  t h e B a n k ' s  l end ing ,  s o m e  $ 4 . 7  
b i l l ion ,  is  in  th is  c a t e g o r y ,  I s h a l l  t ake  l a s t  th ings  f i r s t .  

Of th is  a m o u n t  of d e v e l o p m e n t  loans ,  the b r e a k d o w n  is a p p r o x i -  
m a t e l y  as  fo l lows:  $2 b i l l i on  in  t r a n s p o r t a t i o n  and c o m m u n i c a t i o n  
f a c i l i t i e s ;  $750 m i l l i o n  in e l e c t r i c  power ;  $750 m i l l i o n  in m e t a l  r e -  
f in ing and f ab r i ca t i on ,  p r i m a r i l y  s t e e l ;  $500 m i l l i o n  in m i n i n g  d e v e l o p -  
m e n t ,  and $1 b i l l i on  for  a w i d e  l i s t  of  i n d u s t r i a l  p r o j e c t s - - c h e m i c a l ,  
f e r t i l i z e r ,  t e x t i l e ,  p a p e r ,  and c e m e n t .  

A primary requirement of any project development loan, a 
requirement which enters actively into our thinking in any prelimi- 
nary discussions with the borrower, is this: Will the proposed 
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f i nanc ing  a s s i s t  the e c o n o m i c  d e v e l o p m e n t  and thus  add to the w e l l -  
b e i n g  of  the c o u n t r y  in q u e s t i o n ?  As we le t  ou r  m i n d s  w a n d e r  o v e r  
th i s  wide  r a n g e  of i n d u s t r i a l  p r o j e c t s  which  we have  h e l p e d  to f inance  
in s o m e  70 c o u n t r i e s ,  m o s t  of  t h e m  d e v e l o p i n g  c o u n t r i e s ,  I hope you 
wi l l  a g r e e  that  we have  m e t  th is  kind of r e q u i r e m e n t .  Th i s  be ing  so,  
it  is c u r i o u s  how of ten  the B a n k ' s  o p e r a t i o n s  have  been  c h a r a c t e r i z e d  
as h a v i n g  no s i g n i f i c a n t  r e l a t i o n  to such  e c o n o m i c  d e v e l o p m e n t  g o a l s .  
T h i s  is thought  to be the func t ion  of  a id  funds ,  m o t i v a t e d  by an a id  
p h i l o s o p h y .  Yet the fact  is  that  f i nanc ing  the p u r c h a s e  of m a c h i n e r y  
and  r e l a t e d  e q u i p m e n t  on a sound  f i nanc i a l  b a s i s ,  be it for  a s t e e l  
m i l l ,  a new m i n i n g  o p e r a t i o n ,  publ ic  u t i l i ty ,  o r  a ho te l ,  has  a n  
e f f ec t  no whi t  d i f f e r e n t .  The  d i f f e r e n c e  b e t w e e n  the two p h i l o s o p h i e s  
l i e s  e l s e w h e r e .  The  a id  p h i l o s o p h y  s h o u l d  apply ,  and  does ,  in t h o s e  
a r e a s  w h e r e  the r a t e  of d o l l a r  e a r n i n g s  p o s s i b l e  for  the d e v e l o p i n g  
e c o n o m y  d i c t a t e s  l o n g e r  t e r m s  of r e p a y m e n t  and  l o w e r  i n t e r e s t  
c h a r g e s .  What  we a r e  d e a l i n g  wi th  h e r e  is a t i m e - i n t e r e s t  s u b s i d y  
in o r d e r  tha t  the c o u n t r y  c o n c e r n e d  have  a r e a s o n a b l e  c h a n c e  to m e e t  
i ts  o b l i g a t i o n s  in d o l l a r s - - n o  m a t t e r  how p r o f i t a b l e  the p a r t i c u l a r  
p r o j e c t  m a y  be. 

I need  s p e n d  v e r y  l i t t l e  t i m e  d i s c u s s i n g  o u r  c o m m o d i t y  l o a n s .  
In r e c e n t  y e a r s  we have  m a d e  about  $ 1 . 2 5  b i l l i on  in loans  to f inance  
the p u r c h a s e  of  U. S. a g r i c u l t u r a l  c o m m o d i t i e s .  T h e s e  l oans  w e r e  
m o r e  i m p o r t a n t  a few y e a r s  ago,  but have  b e c o m e  l e s s  so s i n c e  the 
D e p a r t m e n t  of A g r i c u l t u r e  has  b e e n  g i v e n  m o r e  f l ex ib le  p o w e r s  and  
c o n s i d e r a b l e  funds u n d e r  i ts  own s t a t u t e s  in o r d e r  to dea l  wi th  o u r  
d i s p o s a l  of a g r i c u l t u r a l  s u r p l u s e s .  N e v e r t h e l e s s ,  we c o n t i n u e  to 
lend  in the n e i g h b o r h o o d  of $100 m i l l i o n  a n n u a l l y  for  such  t r a n s a c t i o n s .  

To a v e r y  l a r g e  d e g r e e ,  the t r a d e  d e v e l o p m e n t  loans  by  the 
E x p o r t - I m p o r t  Bank,  f r e q u e n t l y  in South A m e r i c a n  c o u n t r i e s ,  r e f l e c t  
o u r  a t t e m p t s  to a id  c o u n t r i e s  f r i e n d l y  to us who a r e  e x p e r i e n c i n g  
b a l a n c e - o f - p a y m e n t  d i f f i c u l t i e s .  G e n e r a l l y  s p e a k i n g ,  it  is  hoped  
that  t h e s e  d i f f i c u l t i e s  a r e  of a t e m p o r a r y  n a t u r e .  Thus  ou r  l oans  in 
th is  a r e a  a r e  in e s s e n c e  s t a n d b y  l o a n s .  If we can  he lp  t ide  the 
c o u n t r y  o v e r ,  it m a y  get  i t s e l f  on a sound  f i n a n c i a l  b a s i s .  I m i g h t  
add  aga in ,  p a r e n t h e t i c a l l y ,  tha t  t hose  loans  a r e  a l s o  t ied  to the p u r -  
c h a s e  of  A m e r i c a n  goods ,  c o m m o d i t i e s ,  m a t e r i a l s ,  a l t h o u g h  I c o n f e s s  
not as  c l e a r l y  g e a r e d  into  a p a r t i c u l a r  e c o n o m i c  p r o j e c t  as  is the 
c a s e  when  we m a k e  p r o j e c t  l o a n s .  In e s s e n c e ,  then ,  this  s e g m e n t  of 
o u r  a c t i v i t y - - t h e  t r a d e  d e v e l o p m e n t  l o a n s - - r e f l e c t s  a s u b s t a n t i a l  
c o n t r i b u t i o n  to the e c o n o m i c  as we l l  as  the p o l i t i c a l  i n t e r e s t s  of  the 
Un i t ed  S t a t e s .  Wi thou t  t h e m ,  t r a d e  b e t w e e n  the two c o u n t r i e s - - o u r  



267  

c o u n t r y  a n d  t h e  c o u n t r y  in  n e e d - - w o u l d  g r i n d  to a h a l t .  I m i g h t  s a y  
a l s o  t h a t  we in  t he  G o v e r n m e n t  do o u r  b e s t  i n  s i t u a t i o n s  o f  t h i s  k i n d ,  
w h e r e v e r  p o s s i b l e ,  to  w o r k  o u t  a c o n s o r t i u m  a p p r o a c h  in  w h i c h  we  
l o o k  f o r  a n d  f r e q u e n t l y  o b t a i n  p a r t i c i p a t i o n s  b y  t h e  I n t e r n a t i o n a l  
M o n e t a r y  F u n d ,  p r i v a t e  b a n k s ,  f o r e i g n  b a n k s ,  a n d  f o r e i g n  g o v e r n -  
m e n t s ,  i n  t h i s  e m e r g e n c y  t r a d e - d e v e l o p m e n t  a c t i v i t y .  

I c o m e  n o w  to  t h a t  a r e a  o f  o u r  o p e r a t i o n s  w h i c h  i s  r e f l e c t e d  in  
o u r  n a m e ,  t h a t  i s  to  s a y ,  o u r  s t r a i g h t  s h o r t - t e r m  a n d  m e d i u m - t e r r a  
e x p o r t - i m p o r t  o p e r a t i o n s .  I n c i d e n t a l l y ,  t he  " i m p o r t "  s i d e  o f  o u r  
n a m e  i s  of  v e r y  l i t t l e  i m p o r t a n c e .  In  the  p a s t  y e a r  I c a n  r e c a l l  o n l y  
o n e  t r a n s a c t i o n  o f  t h i s  n a t u r e  e v e n  c o n s i d e r e d  b y  the  b a n k .  T h e  r e a s o n  
f o r  t h i s  i s  q u i t e  s i m p l e .  It  i s  t h a t ,  w h e n  t h e  U . S .  b u s i n e s s m a n  w i s h e s  
to  b u y  f r o m  a b r o a d ,  t h e  s e l l e r  e i t h e r  e x t e n d s  c r e d i t  o r  t h e  b u y e r  p a y s  
c a s h  o r  f i n a n c e s  h i m s e l f  t h r o u g h  h i s  n o r m a l  U . S .  c o m m e r c i a l  b a n k i n g  
f a c i l i t i e s .  T h e  i m p o r t a n c e  o f  l o a n s  f o r  s h o r t - t e r m  a n d  m e d i u m - t e r m  
e x p o r t  t r a n s a c t i o n s  i s  no t  to  be  m e a s u r e d  b y  t he  v o l u m e  o f  a u t h o r i z a -  
t i o n s  i n  t h i s  c a t e g o r y ,  b e c a u s e  up  u n t i l  n o w  it  h a s  b e e n  r e l a t i v e l y  s m a l l .  
T h e  g r e a t  i m p o r t a n c e  s t e m s  n o w  f r o m  t h e  U . S .  b a l a n c e - o f - p a y m e n t s  
d i f f i c u l t i e s ,  a t t r i b u t a b l e  to  o u r  m i l i t a r y  a n d  o t h e r  c o m m i t m e n t s  
t h r o u g h o u t  t he  w o r l d ,  r a t h e r  t h a n  b e c a u s e  o u r  a b i l i t y  to  e x p o r t  h a s  
diminished. 

I w o u l d  n o t  h a v e  y o u  a s s u m e  f r o m  o u r  d i f f i c u l t i e s  i n  t h i s  a r e a  
t h a t  o u r  i n d u s t r i a l  e f f i c i e n c y  is  s l i p p i n g .  T h e  U n i t e d  S t a t e s  s t i l l  s e l l s  
c o m p e t i t i v e l y  i n  t h e  w o r l d  m a r k e t ,  b u t  we  a r e  t h r e a t e n e d .  I n d e e d ,  a 
r e c u r r e n t  t h e m e  a t  t h e  N a t i o n a l  F o r e i g n  T r a d e  C o n v e n t i o n  in  N e w  
Y o r k  l a s t  N o v e m b e r  w a s  t he  p l e a  to  r e c o g n i z e  t h a t  E u r o p e  a n d  J a p a n  
a r e  b a c k  o n  t h e i r  i n d u s t r i a l  f e e t  a s  a b l e  c o m p e t i t o r s  in  t h e  w o r l d  
m a r k e t p l a c e .  A n o t h e r  w a s  t he  p l e a  to  r e c o g n i z e  t h a t  t h e  l u s h  p o s t -  
W o r l d  W a r  II  y e a r s  o f  t h e  A m e r i c a n  s e l l e r ' s  m a r k e t  a r e  no  m o r e .  
T h e  w o r l d  m a r k e t  i s  o n c e  a g a i n  a c o m p e t i t i v e  m a r k e t .  W i t h i n  a f ew  
s h o r t  y e a r s  i t  w i l l  be  a f i e r c e l y  c o m p e t i t i v e  m a r k e t  a n d ,  i f  we  a r e  t o  
m a i n t a i n  t h e  d o l l a r  a s  t h e  p r i m a r y  c u r r e n c y  o f  t h e  f r e e  w o r l d ,  we  
m u s t  s e l l  m o r e  g o o d s  o v e r s e a s .  

A n d  s o  t h e  E x p o r t - I m p o r t  B a n k ' s  t r a d i t i o n a l  f u n c t i o n  of  g i v i n g  
a s s i s t a n c e  to  t h e  e x p o r t  s e g m e n t  o f  o u r  e c o n o m y  n o w  h a s  a n  a d d e d  
u r g e n c y  a n d  t h e  b a n k ' s  r e c e n t  m o v e s  to  a u g m e n t  o u r  s e r v i c e s  to  
U n i t e d  S t a t e s  e x p o r t e r s  h a v e  a s s u m e d  a n  a d d e d  i m p o r t a n c e .  It  i s  
t h e r e f o r e  p r o p e r  t h a t  I t e l l  y o u  s o m e t h i n g  of  o u r  o p e r a t i o n s  i n  t h i s  
a r e a  a n d  d e s c r i b e  to  y o u  s o m e  o f  t h e  i n n o v a t i o n s  w h i c h  we  h a v e  i n t r o -  
d u c e d  in  t h e  l a s t  y e a r  to  h e l p  o u r  i n d u s t r i e s  e x p o r t  m o r e  U . S .  g o o d s .  
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One s a l i e n t  poin t  we have  kept  b e f o r e  us is  the  d e s i r a b i l i t y  o f  
g e t t i n g  s m a l l -  and m e d i u m - s i z e d  U.S .  f i r m s  in to  the  expo r t  b u s i -  
n e s s .  And the  c o n v e r s e  is t r u e .  We a r e  equa l ly  i n t e r e s t e d  to s e l l  
U, S. e q u i p m e n t  to s m a l l -  and m e d i u m - s i z e d  f i r m s  a b r o a d .  To he lp  
a c c o m p l i s h  the  l a t t e r ,  we a r e  u t i l i z ing  a type  o f  c r e d i t  known a s  an 
i n d u s t r i a l  b a n k  loan.  To i l l u s t r a t e ,  l a s t  F e b r u a r y  we a u t h o r i z e d  a $25 
m i l l i o n  c r e d i t  to the  I n d u s t r i a l  Bank of J apan ,  wh ich  in t u r n  m a d e  the  
m o n e y  a v a i l a b l e ,  t h r o u g h  J a p a n e s e  c o m m e r c i a l  banks ,  to s m a l l -  and 
m e d i u m - s i z e d  m a n u f a c t u r e r s  fo r  the  p u r c h a s e  of U .S .  e q u i p m e n t .  
Wi th in  a v e r y  few m o n t h s ,  the  c r e d i t  was c o m p l e t e l y  a l l o c a t e d  to a 
good m a n y  s m a l l  b u y e r s - - i n  fact ,  a p p l i c a t i o n s  w e r e  m o r e  than  t h r e e  
t i m e s  the  a m o u n t  we m a d e  a v a i l a b l e .  To a d h e r e  to sound b a n k i n g  
p r a c t i c e ,  we p l a c e  a c e i l i n g  of a few h u n d r e d  t housand  d o l l a r s  on the  
a m o u n t s  of a n y  ind iv idua l  loan and r e s e r v e  the  r i g h t  to a p p r o v e  a l l o -  
c a t i o n s  in  a m o u n t s  above  $100, 000. L i t e r a l l y  h u n d r e d s  of U. S. s u p -  
p l i e r s  a r e  r e c e i v i n g  o r d e r s  as  the  r e s u l t  of th is  t r a n s a c t i o n ,  and  I 
m i g h t  add tha t  we have  done  s i m i l a r  o p e r a t i o n s  in  t h r e e  o t h e r  c o u n t r i e s .  

A m a j o r  e f fo r t  of the E x p o r t - I m p o r t  Bank du r ing  the pas t  y e a r  
has  b e e n  to c o m p l y  with P r e s i d e n t  K e n n e d y ' s  d i r e c t i v e  to: a s s u r e  that  

o u r  G o v e r n m e n t  p r o v i d e  a s s i s t a n c e  to A m e r i c a n  e x p o r t e r s  at  l e a s t  
e q u a l  to any  s u c h  a s s i s t a n c e  to be found a b r o a d .  Two new p r o g r a m s  
have  b e e n  i n i t i a t e d  which  we th ink wi l l  be of  p r i m e  i m p o r t a n c e  to U.S .  
f o r e i g a t r a d e  in  the c o m p e t i t i v e  y e a r s  a h e a d .  One is  the b r o a d e n i n g  of 
o u r  g u a r a n t e e  s y s t e m  o f f e r e d  d i r e c t l y  to c o m m e r c i a l  banks .  The  o t h e r  
is a p l an  to p r o v i d e  e x p o r t  c r e d i t  i n s u r a n c e  d i r e c t l y  to e x p o r t e r s .  

Our  p r o g r a m  with  c o m m e r c i a l  banks  and  o t h e r  f inanc ia l  i n s t i t u -  
t ions  c o n s i s t s ,  e s s e n t i a l l y ,  of  the o f fe r  of  a c o m b i n a t i o n  of  lgxpor t -  
I m p o r t  Bank  g u a r a n t e e s  on m e d i u m - t e r m  e x p o r t  t r a n s a c t i o n s .  It is  
d e s i g n e d  to e n c o u r a g e  n o n r e c o u r s e  c o m m e r c i a l  bank p a r t i c i p a t i o n  in 
e x p o r t  s a l e s  and to f ac i l i t a t e  the buy ing  of expo r t  p a p e r  f r o m  Com- 
m e r c i a l  banks  by o t h e r  f i n a n c i a l  i n s t i t u t i o n s  shou ld  they  so d e s i r e .  The  
E x p o r t - I m p o r t  Bank  wi l l  o f f e r  a p o l i t i c a l - r i s k  g u a r a n t e e  on that  p o r t i o n  
of  e a c h  m e d i u m - t e r m  t r a n s a c t i o n  for  which  a c o m m e r c i a l  bank a s s u m e s  
the c r e d i t  r i s k ,  p r o v i d e d  an E x p o r t - I m p o r t  Bank g u a r a n t e e  c o v e r i n g  
both I~oliticaI and c r e d i t  r i s k s  is t a k e n  on  the ba l ance  of the c o m m e r -  
c i a l  b a n k ' s  t r a n s a c t i o n .  

Now; a p o l i t i c a l  r i s k ,  g e n t l e m e n ,  not  on ly  m e a n s  what.the, l a y m a n  
n o r m a l l y  a s s u m e s  to be  a .pol i t ica l  r i s k ;  not on ly  i n c l u d e s  t he  r i s k  
f rom i n s u r r e c t i o n  and r io t ,  and  ac t s  d i r e c t l y  by a g o v e r n m e n t ,  b u t  it 
a l s o l n c l u d e s  t hose  r i s k s  which  a r e  i m p l i e d  in the i n a b i l i t y  of  the  
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b u y e r  who is pa id  for  his  m e r c h a n d i s i n g  in his  own c u r r e n c y  to ge t  
the d o l l a r s  n e c e s s a r y  to m e e t  h i s  ob l i ga t i on  in the U n i t e d  S t a t e s .  It 
i n c l u d e s  such  th ings  as long,  p r o t r a c t e d  defaul t ,  t h rough  no c o m m e r -  
c i a l  fault  on the p a r t  of  the buye r .  The  c r e d i t  ris:k r e l a t e s  d i r e c t l y - -  
as  it would  in the Uni t ed  S ta tes ,  e x c e p t  h e r e  i t  is in a n o t h e r  c u r r e n e ,  y ' - -  
to the fact  that  the b u y e r  m u s t  pay h is  b i l l  into his  own bank for  the 
accoun t  of  the s e l l e r .  

The  a m o u n t  of  c a s h  p a y m e n t s  to be m a d e  by the f o r e i g n  b u y e r  on 
m e d i u m - t e r m  c r e d i t s  a l so  has  b e e n  u n d e r  r e v i e w .  Th i s  i s  a po in t  
which  is  b a s i c  a l ike  to expo r t  c r e d i t  i n s u r a n c e ,  n o n r e c o u r s e  f inancing.  
by banks ,  and e x p o r t e r  c r e d i t s  g r a n t e d  d i r e c t l y  by E x p o r t - I m p o r t  Bank.  
The  2 0 - p e r c e n t  c a s h  p a y m e n t  f o r m e r l y  r e q u i r e d  of the f o r e i g n  b u y e r  
has  now b e c o m e  m o r e  f lex ib le  and m a y  be r e d u c e d  in a p p r o p r i a t e  c a s e s  
to as l i t t l e  as  10 p e r c e n t .  Th is  s t e p w a s  t aken  to a l low Uni ted  S ta tes  
e x p o r t e r s  to o f fe r  t e r m s  which  a r e  as  a d v a n t a g e o u s  as t h o s e  s o m e t i m e s  
o f f e r e d  by f o r e i g n  e x p o r t e r s  with the s u p p o r t  of  t h e i r  g o v e r n m e n t s .  

The  s e c o n d  new m a j o r  p r o g r a m  of E x p o r t - I m p o r t  Bank,  a s  I 
m e n t i o n e d ,  is  in the a r e a  of d i r e c t  e x p o r t  c r e d i t  i n s u r a n c e  to e x -  
p o r t e r s .  S ince  the s p r i n g  of 1961, E x p o r t - I m p o r t  Bank  has  p r o v i d e d  
p o l i t i c a l  r i s k  i n s u r a n c e  on s h o r t - t e r m  e x p o r t  t r a n s a c t i o n s .  But U . S .  
e x p o r t e r s ,  wi th  v a r y i n g  d e g r e e s  of  hea t ,  have  b e e n  c a l l i n g  for  a c o m -  
p r e h e n s i v e  i n s u r a n c e  p lan  wh ich  would  c o v e r  both p o l i t i c a l  and c r e d i t  
r i s k s ,  on a m e d i u m - t e r m  as we l l  as  on s h o r t - t e r m  loans .  A g r e a t  
d e a l  of our  e n e r g y  has b e e n  a d d r e s s e d  to m e e t i n g  th is  d e m a n d  during, 
the pas t  y e a r .  

We c o n c l u d e d  that  if c o m p r e h e n s i v e  p o l i t i c a l  and c r e d i t  r i s k  
i n s u r a n c e  was to be o f f e r e d  in th is  coun t ry ,  then ,  both  in  a c c o r d a n c e  
with ou r  m a n d a t e  f r o m  the C o n g r e s s  and our  own d e s i r e s ,  we shou ld  
do our  u t m o s t  to b r i n g  in  the  p r i v a t e  i n s u r a n c e  c o m p a n i e s  and c e r -  
t a i u ly  to avo id  c o m p e t i t i o n  wi th  t h e m .  T h r o u g h o u t  the s p r i n g  and a l l  
l a s t  s u m m e r  we e x p l o r e d ,  t h rough  s t u d i e s  and f r e q u e n t  n e g o t i a t i o n  
and wi th  the  a id  of  c o n s u l t a n t s  f r o m  ou t s i de  the  B a n k ,  the  p o s s i b i l i t y  
of  c r e a t i n g  an  a s s o c i a t i o n  of p r i v a t e  i n s u r a n c e  c o m p a n i e s  who would  
be p r e p a r e d  to i s s u e  a c o m p r e h e n s i v e  p o l i c y  to i n t e r e s t e d  e x p o r t e r s .  

Th i s  w o r k  has  now b o r n e  f ina l  a p p r o v a l .  Y e s t e r d a y  the F o r e i g n  
C r e d i t  I n s u r a n c e  A s s o c i a t i o n  was  in b u s i n e s s ,  f o r m e d  by a g roup  of 
U . S .  i n s u r a n c e  c o m p a n i e s ,  e n g a g e d  in c a s u a l t y ,  p r o p e r t y ,  and  
m a r i n e  i n s u r a n c e .  In e f fec t ,  the FCIA has  e n t e r e d  into a p a r t n e r s h i p  
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wi th  us for  the i s s u a n c e  of the m u c h  d e s i r e d  c o m p r e h e n s i v e  e x p o r t  i n -  
s u r a n c e  to U.S .  e x p o r t e r s .  

I would  have  you no t i ce  how c a r e f u l l y  our  p l ans  in  the e x p o r t  c r e d i t  
f ie ld  have  b e e n  t a i l o r e d  to s u p p l e m e n t  and e n c o u r a g e ,  not to c o m p e t e  
wi th ,  the e f fo r t s  of p r i v a t e  c a p i t a l .  I can  a s s u r e  you that  in the o t h e r  
m o s t  i m p o r t a n t  a r e a  of  o u r  a c t i v i t i e s ,  that  of p r o j e c t  d e v e l o p m e n t  l o a n s ,  
we have  b e e n  gu ided  by the s a m e  p r i n c i p l e  and do not s e e k  to l end  w h e r e  
p r i v a t e  c a p i t a l  is a v a i l a b l e  and on r e a s o n a b l e  t e r m s .  I ndeed ,  the  Bank  
has  at  t i m e s  d e n i e d  an a p p l i c a t i o n  on i ts  own j u d g m e n t  tha t  p r i v a t e  
c a p i t a l  would  b e c o m e  a v a i l a b l e .  In fo l lowing  t h e s e  p o l i c i e s ,  we have  
p r o v e d  fa i thfu l  to the m a n d a t e  g iven  us by  the C o n g r e s s  and t r u e  to o u r  
n a t i o n a l  t r a d i t i o n s  and be l i e f s  as the w o r l d ' s  d e d i c a t e d  p r o p o n e n t s  of 
the p r i n c i p l e s  of f r e e  c o m p e t i t i v e  t r a d e  and p ro f i t .  

As you know,  we a r e  c e r t a i n l y  not a lone  in o u r  e c o n o m i c  c o n t r i -  
bu t ion  to n a t i o n a l  o b j e c t i v e s  a b r o a d .  T h e r e  a r e  o t h e r  l e n d i n g  a u t h o r -  
i t i e s .  P r o b a b l y  the m o s t  i m p o r t a n t  one ,  and the one c r e a t e d  ju s t  in 
the pas t  y e a r ,  is  the new A g e n c y  for  I n t e r n a t i o n a l  D e v e l o p m e n t  g e n -  
e r a l l y  r e f e r r e d  to as  AID. The  a c t i v i t i e s  of th is  a g e n c y  and those  of o u r  
Bank  i m p i n g e  on one a n o t h e r  in that  m o s t  i m p o r t a n t  a r e a  of  the b u s i n e s s  
of the Bank ,  n a m e l y ,  tha t  of l o n g - t e r m  p r o j e c t  l e n d i n g .  

Pu t  s i m p l y ,  I th ink  tha t  the a c t i v i t i e s  of AID shou ld  b e g i n  w h e r e  
t h o s e  of the E x p o r t - I m p o r t  Bank l e a v e  off, o r  c anno t  e v e n  s t a r t .  T h u s  
AID shou ld  n e i t h e r  m a k e  h a r d  loans  which  the Bank  m i g h t  m a k e  no r  
a u t h o r i z e  on sof t  t e r m s  t r a n s a c t i o n s  that  cou ld  be f i n a n c e d  on n o r m a l  
t e r m s ,  by o u r  Bank .  On any  o t h e r  b a s i s ,  AID l o s e s  i ts  c h i e f  r a i s o n  
d ' e t r e .  C o n v e r s e l y ,  if  the Bank  w e r e  to m a k e  loans  m o v e d  p r i m a r i l y  
by an  a id  p h i l o s o p h y ,  r a t h e r  t han  " to  f a c i l i t a t e  e x p o r t s "  (I a m  quot ing  
f r o m  the s t a t u t e )  of the Uni t ed  S ta tes  and " f o r  s p e c i f i c  p u r p o s e s "  then  
the Bank  l o s e s  i ts  c h a r a c t e r  and s t r e n g t h  and i ts  c h i e f  r e a s o n  for  
e x i s t e n c e .  

The  l o a n s ,  then ,  of AID and ou r  Bank c o n s t i t u t e  the m o s t  i m p o r t a n t  
e l e m e n t s  in  the U . S .  p r o g r a m  for any  d e v e l o p i n g  c o u n t r y .  AID and  the 
Bank  shou ld  not c o m p e t e  one a g a i n s t  the o t h e r ,  and  the p r o j e c t  l oans  
of  the Bank  shou ld  be c o u n t e d  in the t a l l y  of our  c o u n t r y ' s  d e v e l o p m e n t  
l e nd ing  and a id .  

It follows that there is a very real need for liaison between our two 
institutions. Indeed, the Executive order of our President setting up 
AID gave recognition to this very problem. It provided for a Develop- 
ment Loan Committee, the chairman of which is the AID Administrator 
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and on which I have the honor to serve, along with the Assistant 
Secretary of the Treasury for International Affairs, the Assistant 
Secretary of State for Economic Affairs, and the Deputy Administrator 
of AID. This Committee passes on policy questions for all AID and up 
to now, at least, it has reviewed and approved every significant loan 
made by the AIDorganizatioa. It is not directly concerned or indirectly 
concerned with the operations of our Bank, but I, as president of our 
Bank, am a member of this Committee, as I indicated° 

In  a d d i t i o n  to  t h e  e x i s t e n c e  o f  t h i s  C o m m i t t e e ,  t h e r e  w i l l  c o n t i n u e  
to  be  a l i a i s o n  w h i c h  I c o n f i d e n t l y  e x p e c t  w i l l  i n s u r e  t h a t  c o n f l i c t s  w i l l  
no t  a r i s e  b e t w e e n  t h e  l e n d i n g  p o l i c y  o f  t h e  B a n k  a n d  t h a t  o f  A I D .  I r e l y  
f o r  m y  c o n f i d e n c e  no t  o n l y  o n  the  l o g i c  b e h i n d  t h a t  d e f i n i t i o n  o f  f u n c t i o n  
o f  w h i c h  I h a v e  s p o k e n  b u t  a l s o  u p o n  the  f a c t  t h a t  we  h a v e  e x c e l l e n t  
w o r k i n g  r e l a t i o n s h i p s  w i t h  t he  s e n i o r  a s  w e l l  a s  t he  s t a f f  p e o p l e  in  A I D .  
A I D  n o w  e m b r a c e s  t he  f o r m e r  D e v e l o p m e n t  L o a n  F u n d ,  a n d  we h a v e  
c a r r i e d  o v e r  to  A I D  t h e  v e r y  g o o d  w o r k i n g  r e l a t i o n s  w h i c h  we h a d  w i t h  
t h e  F u n d  a t  b o t h  t h e  s t a f f  a n d  t h e  e x e c u t i v e  l e v e l .  

The general coordinating mechanism in the United States Govern- 
ment in the areas of foreign financial operations is, of course, the 
National Advisory Council on International Monetary and Financial 
Problems, which was established under the Bretton Woods Act prima- 
ri ly to coordinate, as you may know, United States Government policies 
with those of the International Bank for Reconstruction andDevelop- 
ment and the International Monetary Fund. It was designed as a means 
by which the United States executive directors of these institutions could 
discuss their problems and receive, if you will, their instructions. 
This body is active, but in some respects it is a remote way of estab- 
lishing the coordination on particular loans, since, by the time they 
come to the formal attention of the National Advisory Council, a great 
deal of staff work in the operating organization has taken place and 
negotiations have almost been consummated. The NAC does approve 
our project loans, but largely to insure that they do not conflict with 
national policy. NAC's important function relates to basic policy 
decisions. It is chaired by the Secretary of the Treasury, and includes 
the Secretaries of State and Commerce, the Chairman of the Federal 
Reserve Board, and the Chairman of the Export-Import Bank, but 
most of its meetings are held at the senior staff level. 

Perhaps of greater importance to our regular operations is the 
fact that at the weekly formal meetings of our Board, representatives 
of the Treasury and the Department of State are present to advise us; 
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and  we a r e  a s  w e l l  i n c o n s t a n t  touch ,  of c o u r s e ,  wi th  o u r  E m b a s s i e s  
and  o t h e r  m i s s i o n s  a b r o a d .  

I a m  s u r e  you  know that  t h e s e  days  the c o o r d i n a t i n g  p r o b l e m s  go 
w e l l  b e y o n d  the W a s h i n g t o n  a g e n c i e s .  We w o r k  c l o s e l y  wi th  the I n t e r -  
n a t i o n a l  Bank  and  the I n t e r - A m e r i c a n  D e v e l o p m e n t  Bank .  With  the 
r e h a b i l i t a t i o n  of W e s t e r n  E u r o p e ,  t hose  c o u n t r i e s  have  i n c r e a s i n g l y  
r e s u m e d  t h e i r  f o r m e r  r o l e  as  c a p i t a l  e x p o r t e r s ;  and the Un i t ed  S t a t e s  
G o v e r n m e n t  i s  c o n s t a n t l y  u r g i n g  the s t r o n g e r  E u r o p e a n  c o u n t r i e s  to 
i n c r e a s e  t h e i r  c a p i t a l  e x p o r t s  so as  to a s s u m e  m o r e  of the i m m e d i a t e  
f i n a n c i a l  i m p a c t  of h e l p i n g  the l e s s - d e v e l o p e d  c o u n t r i e s .  F o r  t h e s e  
e f f o r t s  we a r e  u s i n g  a c o n s o r t i u m  a p p r o a c h  u n d e r  w h i c h  i n t e r n a t i o n a l  
i n s t i t u t i o n s ,  U . S .  a g e n c i e s ,  and  f o r e i g n  g o v e r n m e n t s  pool  r e s o u r c e s  
to a id  in  d e v e l o p m e n t .  E x a m p l e s  a r e  the c r e d i t o r  g r o u p s  e s t a b l i s h e d  
to dea l  wi th  the p a y m e n t  p r o b l e m s  of the A r g e n t i n e ,  a few y e a r s  ago,  
and  B r a z i l ,  m o r e  r e c e n t l y ,  and  the c o n s o r t i a  of  l e n d e r s  o r  p o t e n t i a l  
l e n d e r s  who m e e t  f r o m  t i m e  to t i m e  to dea l  wi th  the p r o b l e m s  of  the  
I n d i a n  and P a k i s t a n  d e v e l o p m e n t  p r o g r a m s .  T h r o u g h  s u c h  g r o u p s  and 
t h e i r  m e e t i n g s ,  and wi thout  e l a b o r a t e  b u r e a u c r a c y  Or s e c r e t a r i a t ,  i t  
is  p o s s i b l e  to ge t  a c o n f r o n t a t i o n  of l e n d e r s  and p o t e n t i a l  b o r r o w e r s .  
T h e s e  m e e t i n g s  have  b e g u n  to p r o d u c e  g r e a t e r  u n d e r s t a n d i n g  by  a l l  
p a r t i e s  of t h e i r  i n d i v i d u a l  and m u t u a l  p r o b l e m s .  

Al l  in a l l ,  g e n t l e m e n ,  I hope you w i l l  be ab le  to s e e  tha t  in  a r e a l  
s e n s e  e v e n  a p r o s a i c  bank  d e a l s  wi th  a f ace t  of  the co ld  w a r  w h i c h  is  
r e p l e t e  wi th  c o m p l e x i t i e s  and,  I m i g h t  s a y ,  wi th  s o m e  d i f f i c u l t i e s .  
But  d e a l  we m u s t ,  for  no one c a n  doubt  the c r u c i a l  need  to k e e p  the 
U . S .  c o m p e t i t i v e  in w o r l d  m a r k e t s ;  no r  c a n  one doubt  as  w e l l  the 
c r u c i a l  n e e d  e f f e c t i v e l y  to c o u n t e r  Sovie t  e f f o r t s  a t  e c o n o m i c  p e n e -  
t r a t i o n  to ob ta in  d e p e n d e n c y .  To r e s p o n d  c o r r e c t l y  and i m a g i n a t i v e l y  
to the r e a l i t y  of th i s  who le  new w o r l d  wi l l  t e s t  the f i b e r  and i n g e n u i t y  
Of the A m e r i c a n  i n d u s t r i a l ,  bank ing ,  e x p o r t ,  and  i n s u r a n c e  c o m m u -  
n i t i e s ,  as  we l l  as  t hose  of the G o v e r n m e n t .  What  w i l l  win  in th is  c o m -  
p e t i t i v e  s t r u g g l e  is a h e a v y  a p p l i c a t i o n  of  tha t  i n i t i a t i v e ,  i n v e n t i v e  
ab i l i t y ,  and d r i v e  wh ich  m a d e  our  c o u n t r y  g r e a t  in  the f i r s t  p l a c e .  

It is  an  e x c i t i n g  t i m e  in wh ich  to l i v e ,  for  the ba t t l e  of wi ts  b e t w e e n  
the f r e e  w o r l d  and the t o t a l i t a r i a n  p o w e r  c i r c l e s  the g l o b e - - a n d  as you 
know b e t t e r  than  I, the  h e a v e n s  t o o - - a n d  in m a n y  of i ts  i m p l i c a t i o n s  it 
is  as  s e r i o u s  as  is  the f ie ld  of ba t t l e .  We at  the E x p o r t - I m p o r t  Bank  
f ee l  th i s  s e n s e  of  u r g e n c y  a n d e x c i t e m e n t  as  we t r y  to p l ay  ou r  p a r t .  
No doubt  it  is  a l e s s - d r a m a t i c  p a r t  t han  tha t  w h i c h  you g e n t l e m e n  h e r e  
m u s t  p lay ,  but it  is  n o n e t h e l e s s ,  as I hope I have  i n d i c a t e d  to you,  an  
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essential part and one orfented toward and grounded .in our for.ei~ 
e c o n o m i c  p o I i c y  and  in  the e c o n o m i ~  and  the i n d u s t r i a l  a s p e c t s  of t h ~  
n a t i o n a l  s e c u r i t y .  

T h a n k  you  v e r y  m u c h .  

C O L O N E L  B E R G A M Y E R :  G e n t l e m e n ,  M r .  L i n d e r  i s  r e a d y  ~ r  
y o u r  q u e s t i o n s .  

QUESTION: S i r ,  does  the E x p o r t , - I m p o r t  B a n k  c o n s i d e r  a n y  n o n -  
b a n k a b l e  loans  ? 

MR. L INDER:  Wel l ,  you wi l l  h a v e  to de f ine  " b a n k a b l e "  f o r  m e .  
We don'  t c o n s i d e r  l oans  w h i c h  we c o n s i d e r  c a n  be done p r i v a t e l y .  

STUDENT:  What  abou t  loans  f o r  the e s t a b l i s h i n g  of a s c h o o l  
s y s t e m  o r  a p o r t  f a c i l i t y  ? 

MR. L INDER:  No. F o r  p o r t  f a c i l i t i e s  we m i g h t ,  but  no t  f o r  a 
s c h o o l  s y s t e m .  We c o n s i d e r  on ly  l o a n s  of an  e c o n o m i c  n a t u r e ,  whic 'h 
p r e s u m a b l y  e a r n  t h e i r  way  o u t r - t h a t  i s  to s ay ,  t h e y  ought  to  r e p r e -  
s e n t  a s u f f i c i e n t  d e g r e e  of p r o d u c t i v i t y  s o ,  e v e n  i f  i t  c a n ' t  be  m e a s -  
u r e d - - a s  a p o r t  c a n ' t  be m e a s u r e d  a c c u r a t e l y - - y o u  c a n  be  r e a s o n a b l y  
s u r e  i t  m a k e s  enough  of a c o n t r i b u t i o n  to that  c o u n t r y ' s  e c o n o m y  s o  
tha t  the i n c o m e  f r o m  i t ,  d i r e c t l y  o r  i n d i r e c t l y ,  and  the a d d i t i o n  to i t s  
g r o s s  n a t i o n a l  p r o d u c t ,  w i l l  be s u c h  that  the c o u n t r y  can  a f f o r d  to pay  
i n t e r e s t  and a m o r t i z a t i o n  on the loan .  

I d o n ' t  wan t  to i m p l y  that  I a m  d i s p a r a g i n g  of e d u c a t i o n .  The s a m e  
th ing  m i g h t  be s a i d  of e d u c a t i o n ,  but  we h a v e  c o n f i n e d  o u r  a c t i v i t i e s  to 
the o t h e r  c a t e g o r i e s ,  tha t  i s ,  th ings  tha t  u s u a l l y  e a r n  m o n e y .  

QUESTION:  S i r ,  wha t  s o r t  of i n t e r e s t  r a t e  did you  c h a r g e  on tha t  
l oan  to an  a u t o m o b i l e  c o m p a n y  in  J a p a n  l a s t  y e a r ,  and  does  tha t  B a n k  
of J a p a n  a l s o  c h a r g e  i n t e r e s t  on tha t  l o a n ?  Wi l l  you  m e n t i o n  s o m e t h i n g  
about  the p r e s s u r e s  tha t  m i g h t  be b r o u g h t  to b e a r  fo r  p a y m e n t  of the 
loan  ? 

MR. L INDER:  F i r s t ,  we have  a s t a n d a r d  p r o j e c t  l e n d i n g  r a t e .  I f  
we  v a r i e d  the r a t e  f r o m  c o u n t r y  to c o u n t r y  I th ink  we would  be in po l i t -  
i c a l  d i f f i c u l t i e s .  O u r  r a t e  now is  and fo r  s o m e  t i m e  has  b e e n  5 .75  p e r -  
c e n t .  T h e r e  a r e  t i m e s  w h e n  we funne l  a loan  t h r o u g h  a n o t h e r  f i n a n -  
c i a l  i n s t i t u t i o n ,  w h e r e  we p e r m i t  a s t e p - u p  f r o m  o u r  r a t e ,  so tha t  tha t  
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f i n a n c i a l  i n s t i t u t i o n  at l e a s t  can  e a r n  the e x p e n s e  of a d m i n i s t e r i n g  
the loan .  If we l end  this  m o n e y  to, s ay ,  the Bank  of J a p a n ,  and  they  
in  t u rn  u se  a s e r i e s  of c o m m e r c i a l  banks  s c a t t e r e d  t h r o u g h o u t  J a p a n  
who have  d i r e c t  r e l a t i o n  wi th  the l i t t l e  m a n u f a c t u r e r  who n e e d s  to buy 
one m a c h i n e  tool ,  t h e r e  wi l l  be c o s t s  i n c i d e n t  to that .  So t h e r e  is  a 
s l i g h t  o v e r a g e  p e r m i t t e d .  Tha t  o v e r a g e  m a y  a m o u n t  to 1, 2, o r  
s o m e t i m e s  3 p e r c e n t .  

Now,  w i l l  you  r e p e a t  the s e c o n d  q u e s t i o n ?  

STUDENT:  What  p r e s s u r e s  do you  b r i n g  to b e a r  on any  bad deb t s  ? 

MR. LINDER:  I d o n ' t  know that  they  s h o u l d  be t e r m e d  p r e s s u r e s .  
Obv ious ly ,  when  we have  n o r m a l  c o m m e r c i a l  d e l i n q u e n c i e s ,  we h a v e  
the u s u a l  fo l lowups  that  a r e  n o r m a l  in c o m m e r c i a l  a f f a i r s .  T h a t  is  to 
s ay ,  if peop le  a r e  d e l i n q u e n t  you w r i t e  t h e m  l e t t e r s ,  you  get  in  touch  
wi th  t h e m ,  you e x e r c i s e  y o u r  l e g a l  r i g h t s  u n d e r  a c o n t r a c t  if  i t  is  
n e c e s s a r y  to do s o - - a l l  of this  in r e s p e c t  to p r i v a t e  b u y e r s .  R e m e m b e r  
that  w h e n e v e r  p o s s i b l e  we f i n a n c e  the p u r c h a s e r s  of A m e r i c a n  goods ,  
w h e t h e r  they a r e  p u r c h a s e d  by a g o v e r n m e n t  o r  a p r i v a t e  f i r m - - w i t h o u t  
a g o v e r n m e n t  g u a r a n t e e .  If t h e r e  is  a g o v e r n m e n t  g u a r a n t e e  we have  
r e l a t i v e l y  l i t t l e  d i f f i cu l ty  c o l l e c t i n g ,  b e c a u s e  the g o v e r n m e n t  m a k e s  
good,  e v e n  though a p r i v a t e  c o n t r a c t o r  o r  m a n u f a c t u r e r  is  not  ab le  to 
m a k e  good.  

In r e s p e c t  to g o v e r n m e n t s ,  I th ink you can  take  i t  f o r  g r a n t e d  that ,  
u n l e s s  we have  a s i t u a t i o n  l ike  Cuba,  the only  t i m e  we h a v e  a de fau l t  
i s  when  t h e r e  is obv ious ly  no ab i l i t y  w h a t e v e r  to pay,  as i s  the c a s e  in 
Ha i t i  and B o l i v i a  at  the m o m e n t .  We have  s t a r t e d  n e g o t i a t i o n s  wi th  
the B o l i v i a n s ,  and I th ink,  m a y b e  s o m e t i m e  wi th in  the next  y e a r ,  they  
wi l l  s t a r t  r e p a y i n g ,  o r  pay ing  i n t e r e s t  on s o m e  of t h e i r  l o a n s  in d e -  
fau l t .  But  t h e r e  j u s t  a r e  not  m a n y  d o l l a r s  in B o l i v i a .  They  d o n ' t  have  
r e s e r v e  banks .  T h e r e  is  no th ing  tha t  you can  do about  that .  The 
e c o n o m y  jus t  i s n ' t  t h r o w i n g  off a s u f f i c i e n t  n u m b e r  of d o l l a r s  to p e r m i t  
the r e p a y m e n t .  

QUESTION: Mr .  L i n d e r ,  would  you  s a y  s o m e t h i n g  about  wha t  y o u r  
c u s t o m e r s  t e l l  you  about  the 2 p e r c e n t  R u s s i a n  l oans  they s a y  they  can 
get  ? 

MR. LINDER:  They  don ' t  t e l l  us abou t  t h e m .  We know about  s o m e  
of t h e m .  Th i s  is  s o m e t h i n g  they  m a y  s a y  to o u r  d i p l o m a t i c  peop l e ,  but  
when  they  c o m e  to us they  a r e  c o m i n g  to us wi th  a p r e t t y  c l e a r  u n d e r -  
s t a n d i n g  of the kind of l e n d i n g  we do. T h e r e f o r e ,  if we shou ld  be t a l k ing  
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to the E g y p t i a n s  who,  as  you know,  have  go t ten  a n u m b e r  of l oans  f r o m  
the R u s s i a n s ,  we ta lk  to t hem on o u r  t e r m s .  The o t h e r  a s p e c t  of the  
c o n v e r s a t i o n  is  in y o u r  d e p a r t m e n t ,  not  in o u r s .  

QUESTION: M r .  L i n d e r ,  y o u r  bank ,  as  you po in ted  out ,  ha s  
s u c c e s s f u l l y  l en t  m o n e y  a b r o a d  and h a s  been  pa id  back .  Do you  th ink  
tha t  y o u r  p e r f o r m a n c e  has  s t i m u l a t e d  A m e r i c a n  c o m m e r c i a l  banks  
to l end  m o r e  a b r o a d  than they  wou ld  had  you  not  had  this  e x p e r i e n c e  ? 

MR. LINDER:  I th ink  that  w i thou t  any  q u e s t i o n  i t  h a s .  One of 
the r e a s o n s  f o r  i t  is  tha t  t h e r e  is  a m e a s u r e  of p r o t e c t i o n  to t hose  
c o m m e r c i a l  banks ,  qui te  f r a n k l y ,  in  o u r  e x i s t e n c e .  Tha t  i s  to s ay ,  
they  know that  when  the U n i t e d  S ta t e s  is  l end ing  to the s a m e  c o u n t r y  
o r  the s a m e  a r e a  t h e r e  a r e  p r e s u m a b l y  good r e l a t i o n s  wi th  tha t  c o u n t r y ,  
and  they  know that  we wi l l  be c o n c e r n e d  wi th  m o n i t o r i n g  to s o m e  e x t e n t  
o r  at  l e a s t  u s i n g  o u r  d i p l o m a t i c  ab i l i t y  to i n f l u e n c e ,  if you wi l l ,  t hose  
g o v e r n m e n t s  in the d i r e c t i o n  of sound  m o n e t a r y  po l i cy .  They  know that  
we e x p e c t  to be r e p a i d ,  and t h e r e  is  a g e n e r a l  a u r a  of good b u s i n e s s  
a r o u n d  the a r e a ,  so  tha t  they  a r e  e n c o u r a g e d .  

M o r e o v e r ,  t h e r e  have  b e e n  t i m e s  when  we have  f e l t  tha t  i t  was  in 
the n a t i o n a l  i n t e r e s t  to ba i l  the s i t u a t i o n  out .  T h o s e  a r e  the e m e r g e n c y  
t r a d e  d e v e l o p m e n t  l oans  that  I spoke  about .  The p r o c e e d s  of those  l o a n s  
v e r y  f r e q u e n t l y  a r e  u s e d  to pay  debts  w h i c h  cou ld  not  o t h e r w i s e  be pa id .  

T h e y  d o n ' t  h a v e  any  g u a r a n t e e  f r o m  us tha t  we f e e l  that  the p o l i t i c a l  
and  e c o n o m i c  s i t u a t i o n  is  s u c h  that  we ought  to c o m e  to the r e s c u e ,  but  
not  i n f r e q u e n t l y  we h a v e ,  and th is  g ives  t h e m  a c e r t a i n  a s s u r a n c e  as  
w e l l .  I th ink  those  l o a n s ,  as  I t r i e d  to i n d i c a t e ,  l u b r i c a t e  t r a d e ,  w h i c h  
m e a n s  bank ing  on o u r  p a r t  in  the p r i v a t e  a r e a .  

F r e q u e n t l y ,  as  I a l s o  t r i e d  to i n d i c a t e ,  they  a r e  he lp fu l  to us .  
Tha t  i s  to s ay ,  a t  the t i m e  we had  d i f f i c u l t i e s  in  m e e t i n g  a p a y m e n t  
s i t u a t i o n  in B r a z i l ,  we got the e s t a b l i s h m e n t  of c r e d i t  of s o m e  $70 
m i l l i o n  by a s e r i e s  of New Y o r k  b a n k s ,  who w e r e  not  in t h e r e .  I m e a n ,  
i t  w a s  not  a q u e s t i o n  of s a v i n g  t h e i r  own m o n e y .  E u r o p e a n  b a n k s ,  a l s o  
p r i v a t e  banks ,  put  up $125 m i l l i o n .  Tha t  was  a c o n s o r t i u m ,  w h i c h  I 
r e f e r r e d  to in m y  ta lk .  

QUESTION: M r .  L i n d e r ,  do you have  any  f i g u r e s ,  o r  cou ld  you  
give us any  i d e a  of wha t  p e r c e n t a g e  of the a p p l i c a t i o n s  f o r  l oans  you  
a p p r o v e ,  e i t h e r  by n u m b e r ,  as  c o m p a r e d  wi th  wha t  you  h a v e  to do, 
o r  by d o l l a r s  ? 
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M R .  LINDER:  You m e a n ,  as  c o m p a r e d  to the  n u m b e r  of  
a p p l i c a t i o n s  we r e c e i v e ?  

S T U D E N T :  T h a t ' s  r i g h t .  

MR. LINDER:  No, I c an t t  g ive  you a n y  a c c u r a t e  e s t i m a t e ,  but  it  
is  a v e r y  l a r g e  p e r c e n t a g e .  I ' l I  t e l l  you  why .  T h e  b a n k  h a ~  b e e n  
o p e r a t i n g  for  a long  t i m e .  A p p l i c a t i o n s ,  s o - c a l l e d ,  c a n  c o m e  to  us in 
v a r i o u s  s t a g e s .  T h e y  c a n  be the  g l e a m  in  a f e l l o w ' s  e y e  o r  ~hey c a n  
a c t u a l l y  be r e a l l y  w e l l  d e v e l o p e d ,  wi th  e n g i n e e r i n g  r e p o r t s ,  a u d i t e d  
s t a t e m e n t s ,  and a l l  the  o t h e r  n e c e s s a r y  th ings  to c o m p l e t e  a n  a p p l i -  
c a t i o n .  Now, o b v i o u s l y ,  we don ' t  a p p r o v e  e v e r y  l o a n  e v e n  w h e r e  t h e r e  
is an  a d e q u a t e  a p p l i c a t i o n  b e f o r e  u s .  T h e r e  a r e  t h e s e  w h i s p e r s ,  i f  
you wi l l ,  t h e s e  v a g u e  i d e a s  of  a p r o m o t e r ,  who  s a y s ,  " I  t h i n k  tha t  t h e r e  
is a lot  of o i l  to be d e v e l o p e d  out  of s h a l e  in  P a t a g o n i a ,  a n d  I know a 
m a n  who knows  a m a n  who put  up a lo t  o f  m o n e y  t h e r e .  W i l l  you  l e n d  us 
$10 m i l l i o n ? "  The  a n s w e r  i s ,  " W h e n  you get  th i s  t h i n g  w o r k e d  up to a 
poin t  w h e r e  i t  is s o m e t h i n g  t a n g i b l e  and c a n  s h o w  ,is r e a s o n a b l e  a s s u r -  
a n c e  that  an  e q u i t y  p o s i t i o n  of $10 m i l l i o n  wi l l  be u n d e r n e a t h  us ,  we 
wi l l  be g lad  to c o n s i d e r  i t . "  

If you wan t  to c a l l  tha t  an  a p p l i c a t i o n ,  i t  i s  r e j e c t e d .  We don ' t  
h e a r  f r o m  those  th ings  a g a i n .  W h e n  the  a p p l i c a t i o n s  c o m e  in  w e l l  
d o c u m e n t e d ,  c a r e f u l l y  e n g i n e e r e d ,  a d e q u a t e l y  a u d i t e d  b y  r e s p o n s i b l e  
pe op l e ,  p e o p l e  who g e n e r a l l y  know w h a t  the c r i t e r i a  o f  the bank  a r e ,  I 
wou ld  s a y  a c o m p a r a t i v e l y  l a r g e  p e r c e n t a g e  of  t h o s e  a r e  a p p r o v e d .  
T h e y  m a y  be a l t e r e d  s o m e w h a t .  We m a y  i n s i s t  on m o r e  e q u i t y .  We 
m a y  i n s i s t  on a l i m i t a t i o n  of  d i v i d e n d s .  We m a y  i n s i s t  on a who le  
v a r i e t y  of  th ings  in o r d e r  to m a k e  the loan .  And it m a y  take  m o n t h s  of  
n e g o t i a t i o n .  But ,  i f  t h e y  c o m e  in,  as  I s a y ,  v i a  U . S .  S t e e l  o r  W e s t i n g -  
h o u s e ,  o r  C o p p e r s ,  t h e y  know p r e t t y  we l l  wha t  o u r  s t a n d a r d s  a r e ,  and 
t hey  don ' t  w a s t e  t h e i r  t i m e  o r  o u r  t i m e  wi th  c r a c k - b r a i n e d  s c h e m e s .  

I don ' t  know w h e t h e r  tha t  a n s w e r s  y o u r  q u e s t i o n  o r  not .  

QUESTION:  S i r ,  l oans  m a d e  on the b a s i s  of  a p r e s e n t  r i s k  would  
be in c o u n t r i e s  tha t  a r e  w e l l  d e v e l o p e d ,  thus  f u r t h e r i n g  the f i e r c e  c o m -  
p e t i t i o n  tha t  you m e n t i o n e d .  Th i s  m a y  o r  m a y  not be good.  Do you 
take  any  bad r i s k s  ? 

MR. L I N D E n :  We lend  m o n e y  in  w e l l - d e v e l o p e d  c o u n t r i e s  as  w e l l .  
We lend  m u c h  l e s s  in w e l l - d e v e l o p e d  c o u n t r i e s ,  o b v i o u s l y ,  b e c a u s e  
t hey  have  l e s s  need  for  i t .  T h i s  i s  not a r e f l e c t i o n  of an  a id  p h i l o s o p h y  
o r  a m o r a l  p h i l o s o p h y .  I t ' s  j u s t  t h i s .  The  I t a l i a n s ,  who u s e d  to be an  
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e x c e l l e n t  c u s t o m e r  of  the E x p o r t - I m p o r t  Bank,  have  go t t en  on t h e i r  
own fee t .  As a m a t t e r  of fact ,  we got  a c h e c k  f r o m  t h e  I t a l i a n s  w i t h -  
in  the l a s t  3 m o n t h s  for  s o m e  $50 -odd  m i l l i o n .  T h e y  c l e a n e d  up 
e v e r y  c e n t  t h e y h a d b o r r o w e d  f r o m  us .  But  we a r e  s t i l l  c o n s i d e r i n g  
a coup le  of s u b s t a n t i a l  loans, m a y b e  $15 o r  $20 m i l l i o n  to I t a l y  t oday .  

We f i nanced  a s u b s t a n t i a l  a d d i t i o n  to a F r e n c h  s t e e l  m i l l  r e c e n t l y  
b e c a u s e  t h e y  w a n t e d  c e r t a i n  t ypes  of A m e r i c a n  r o l l i n g  e q u i p m e n t ,  and 
the s e l l e r  w a n t e d  to g ive  t hem r e a s o n a b l e  t e r m s .  It was  a p e r f e c t l y  
n o r m a l  and r e a s o n a b l e  b u s i n e s s  for  us to get  in to .  I th ink  the a m o u n t  
was  about  $5 m i l l i o n .  

G e n e r a l l y  s p e a k i n g ,  the need  for  f i n a n c i a l  a s s i s t a n c e  on the p a r t  
of  the w e l l - d e v e l o p e d  c o u n t r i e s  i s  r e l a t i v e l y ,  s u b s t a n t i a l l y  l e s s  t han  it  
u s e d  to be,  and  m u c h  l e s s  than  it  is  in the c a s e  of  the u n d e r d e v e l o p e d  
c o u n t r i e s .  

You r e m e m b e r  m y  s a y i n g  that  " i m p o r t "  p l a y e d  a v e r y  l i t t l e  p a r t  
in  the a c t i v i t y  of  the E x p o r t - I m p o r t  Bank .  If you wi l l  v i s u a l i z e  wha t  
h a p p e n s  in F r a n c e  as  c o m p a r a b l e  to what  happens  h e r e ,  you  wi l l  s e e  
why  we do v e r y  l i t t l e  b u s i n e s s  in F r a n c e  c u r r e n t l y .  T h e y  c a n  pay  
c a s h ,  o r  t h e y  can  b o r r o w  wi th in  t h e i r  own c o u n t r y .  T h e i r  f r a n c s  a r e  
c o n v e r t i b l e  in to  d o l l a r s .  T h e y  m a y  get  a d i s c o u n t  for  pay ing  c a s h .  
It d o e s n ' t  p a y  t h e m  to pay  the i n t e r e s t  w h i c h  we would  c h a r g e  in o r d e r  
to f i nance  the t r a n s a c t i o n .  The  r e s u l t  is  tha t  c o m p a r a t i v e l y  r a r e l y  is  
t h e r e  b u s i n e s s  going f r o m  the  Uni t ed  S ta tes  to F r a n c e  w h i c h  n e e d s  o u r  
he lp .  

QUESTION:  S i r ,  I w o n d e r  if  you  wi l l  d i s c u s s  a bi t  f u r t h e r  the 
l o a n s  you  m a k e  in  f o r e i g n  c u r r e n c i e s ,  the s o u r c e  of y o u r  funds ,  and 
the  p u r p o s e  of  t h e s e  l o a n s .  

MR. LINDER: We make no loans in foreign currencies. Until 
recently we did make a few loans in foreign currencies. This activity, 
under the new legislation, was transferred to the AID organization, 
where we felt it logically belonged. We recommended this to the 
Administration. 

T h o s e  funds ,  i f  you would  l ike  m e  to t a lk  about  t h e m ,  w e r e  d e -  
r i v e d  f r o m  what  was  c a l l e d  the C o o l e y  a m e n d m e n t  to P . L .  480. P . L .  
480 was  a p r o v i s i o n  in the A g r i c u l t u r a l  T r a d e  D e v e l o p m e n t  and  
A s s i s t a n c e  Act  of 1954, as  a m e n d e d ,  wh ich  p r o v i d e d  for  the  s a l e  of  
a g r i c u l t u r a l  c o m m o d i t i e s  to c e r t a i n  c o u n t r i e s  on v e r y  long t e r m s ,  
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p a y m e n t  f o r  w h i c h  w a s  to be m a d e  i n  l o c a l  c u r r e n c y .  T h a t  i s  to  s a y ,  
we  s o l d  X n u m b e r  o f  t o n s  o r  b u s h e l s  of  w h e a t  to  I n d i a ,  a n d  t he  I n d i a n s  
a g r e e d  to p a y  f o r  t h a t  i n  r u p e e s .  T h i s  l e f t  a l a r g e  a m o u n t  o f  m o n e y  
i n  a k i n d  of  s u s p e n s e  a c c o u n t  i n  I n d i a .  T h e  r e a s o n  the  I n d i a n s  w e r e  
a b l e  to  p a y  f o r  i t  w a s  t h a t  t h e y  s o l d  t h a t  w h e a t  in  t h e i r  o w n  e c o n o m y  
f o r  r u p e e s .  T h i s  r e s e r v o i r  of  m o n e y ,  w h i c h  b e c a m e  e m b a r r a s s i n g l y  
l a r g e  to  the  U n i t e d  S t a t e s  a s  a w h o l e ,  c o u l d  be  u s e d  f o r  a v a r i e t y  of  
t h i n g s ,  b u t  t h o s e  t h i n g s  d i d  n o t  e x h a u s t  i t .  I t  c o u l d  be  u s e d  f o r  eex- 
p e n s e s  o f  o u r  m i s s i o n s  a b r o a d ,  f o r  o n e  t h i n g .  T h i s  r e p r e s e n t e d  a v e r y  
s m a l l  a m o u n t  of  m o n e y  in  r e l a t i o n  to the  a m o u n t s  t h a t  a c c u m u l a t e d  in  
s o m e  of  t h e s e  p l a c e s .  

I t  c o u l d  be  u s e d  a l s o ,  u n d e r  t h i s  C o o l e y  a m e n d m e n t ,  f o r  two  t y p e s  
o f  l o a n s ;  o n e ,  l o a n s  to f o r e i g n e r s ,  e i t h e r  g o v e r n m e n t s  o r  i n d i v i d u a l s  
i n  f o r e i g n  c o u n t r i e s ,  w h o  w e r e  e n g a g e d  i n  b u s i n e s s e s  w h i c h  h a d  a 
p r e s u m p t i o n  of  a b i l i t y  to  i n c r e a s e  t he  e x p o r t  o f  A m e r i c a n  a g r i c u l t u r a l  
c o m m o d i t i e s .  F o r  e x a m p l e ,  we  d i d  m a k e  a l o a n - - i f  I r e c a l l  c o r r e c t l y - -  
to a c o t t o n s e e d  o i l  c r u s h i n g  m i l l ,  l e t  u s  s a y ,  on  t he  a s s u m p t i o n  t h a t  
t h i s  w o u l d  s t i m u l a t e  the  e x p o r t a t i o n  of  c o t t o n s e e d ,  o r  c o t t o n  i t s e l f ,  to 
t h a t  c o u n t r y ,  a n d  t h a t  c o u n t r y  d i d  a l l  i t s  c o t t o n  b u y i n g  in  t h i s  c o u n t r y .  
U n d e r  t h o s e  c i r c u m s t a n c e s  we  f e l t  i t  m e t  the  s t a t u t o r y  r e q u i r e m e n t .  

T h e  n u m b e r  o f  l o a n s  of  t h a t  k i n d  t h a t  we  w e r e  a b l e  to  m a k e  w a s  
o b v i o u s l y  v e r y  l i m i t e d .  I s u p p o s e  we  c o u l d  h a v e  l o a n e d  to a g r a i n  
e l e v a t o r ,  o n  t he  a s s u m p t i o n  t h a t  t h e y  w o u l d  be  a b l e  to  b u y  m o r e  a n d  
m o r e  g r a i n  f r o m  the  U n i t e d  S t a t e s  i f  t h e y  h a d  s t o r a g e  f a c i l i t i e s .  A n d  
I i m a g i n e  w e  d i d .  

T h e  o t h e r  a s p e c t  o f  t h e  C o o l e y  a m e n d m e n t  p e r m i t t e d  u s  to l e n d  
m o n e y  to a n y  k i n d  of  o p e r a t i o n  in  a f o r e i g n  c o u n t r y  in  w h i c h  a n  A m e r -  
i c a n  f i r m  o r  c o r p o r a t i o n  o r  p a r t n e r s h i p  o r  i n d i v i d u a l  h a d  a s u b s t a n t i a l  
i n t e r e s t .  T h a t  i s  to  s a y ,  i f  G o o d y e a r  T i r e  a n d  R u b b e r  w a s  p r e p a r e d  to  
o p e n  a p l a n t  i n  I n d i a  a n d  G o o d y e a r  T i r e  a n d  R u b b e r  w a s  p r e p a r e d  to ,  
l e t ' s  s a y ,  p u t  $1 m i l l i o n  i n t o  t h a t  p l a n t ,  a n d  l e t  u s  a s s u m e  t h a t  G o o d -  
y e a r  T i r e  a n d  R u b b e r  n e e d e d  a n o t h e r  $2 m i l l i o n  to b u y  A m e r i c a n  m a -  
c h i n e r y ,  t he  E x p o r t - I m p o r t  B a n k  in  i t s  n o r m a l  b u s i n e s s  m i g h t  h a v e  
l o a n e d  t h a t  $2 m i l l i o n ,  on  t e r m s  of  6, 7, o r  8 y e a r s ,  f o r  t he  p u r c h a s e  
o f  t he  m a c h i n e r y .  A n d  t h e n  we  m i g h t  h a v e  l o a n e d  t h e m  a c e r t a i n  
a m o u n t  of  r u p e e s  n e c e s s a r y  to  d e f r a y  t he  l o c a l  c o s t  i n c i d e n t  to  the  
b u i l d i n g  of  t h a t  p l a n t .  T h e  s e c o n d  l o a n  u s u a l l y  e x t e n d e d  f o r  a l o n g e r  
t e r m  t h a n  t he  f i r s t ,  a n d  w a s  u s u a l l y  s u b o r d i n a t e d  to  the  f i r s t  l o a n .  
O n e  o t h e r  r e q u i r e m e n t  t h a t  t h e  s e c o n d  l o a n  h a d  b u i l t  i n t o  i t  w a s  t h a t  
t he  I n d i a n  G o v e r n m e n t  h a d  to a p p r o v e  i t .  T h i s  w a s  t r u e  o f  e v e r y  o t h e r  
g o v e r n m e n t .  A t  t i m e s  i t  h a s  b e e n  d i f f i c u l t  to  g e t  t h o s e  a p p r o v a l s .  
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T h i s  is  a r e s e r v o i r  of m o n e y  which  does  f a c i l i t a t e  at t i m e s  the  
m o v e m e n t  of A m e r i c a n  f i r m s  into f o r e i g n  m a r k e t s  o r  the m o v e m e n t  
of  A m e r i c a n  m a n u f a c t u r i n g  f a c i l i t i e s  in to  f o r e i g n  m a r k e t s .  

Now t h e s e  l o a n s ,  as  I say ,  a r e  a d m i n i s t e r e d  by AID. We have  
n e v e r  m a d e  loans  e x c e p t  in d o l l a r s ,  o r  w h e r e  we w e r e  a s k e d  by the 
C o n g r e s s  to a d m i n i s t e r  an  a c t i v i t y  w h i c h  r e a l l y  had no th ing  to do wi th  
o u r  a c t .  T h a t  was  wha t  h a p p e n e d  wi th  t h e s e  s o - c a l l e d  C o o l e y  l o a n s .  
C o n g r e s s  d e c i d e d  th is  ought  to be done ,  and t hey  d e c i d e d  tha t  the 
E x p o r t - I m p o r t  Bank  ought  to m a k e  the l o a n s .  So we a c c e p t e d  the 
r e s p o n s i b i l i t y  u n d e r  t h e i r  d i r e c t i o n .  

QUESTION:  M r .  L i n d e r ,  I would  l i ke  to have  you d i s c u s s  f u r t h e r  
th i s  q u e s t i o n  of  m a r k u p s  on l o a n s  m a d e  t h r o u g h  f o r e i g n  n a t i o n a l  i n s t i -  
t u t i o n s .  When  you  m a k e  t h e s e  l o a n s ,  do you l i m i t  the t o t a l  m a r k u p  
w h i c h  the f o r e i g n  i n s t i t u t i o n s ,  e i t h e r  s i n g l y  o r  in a c a s c a d e ,  w i l l  be 
a l l o w e d  to m a k e  ? 

MR.  L INDER:  Yes ,  we have  a p r e t t y  c l e a r  u n d e r s t a n d i n g  of  wha t  
the m a r k u p  wi l l  be .  T h i s  i s n ' t  too f r e q u e n t  b e c a u s e ,  as  I i n d i c a t e d  to 
you,  we have  on ly  four  o r  five s u c h  loans  o u t s t a n d i n g .  T h i s  is  not  a 
n o r m a l  m e t h o d  of o p e r a t i o n .  It is a d e v i c e  wh ich  is an  a t t e m p t  on  o u r  
p a r t  to p e n e t r a t e  m o r e  d e e p l y  into the e c o n o m i e s  of t h e s e  c o u n t r i e s  so  
tha t  a l i t t l e  f e l low in,  s ay ,  the A r g e n t i n e ,  who has  no f a c i l i t i e s  w h a t -  
e v e r  for  ge t t i ng  into  c o n t a c t  wi th  art A m e r i c a n  m a c h i n e  too l  m a n u f a c -  
t u r e r ,  and  w h o s e  g e n e r a l  c r e d i t  is  not good enough ,  o r  who is  not  s u f -  
f i c i e n t l y  we l l  known  so that  a n o r m a l  e x p o r t  t r a n s a c t i o n  c a n  take  p l a c e  
b e t w e e n  N a t i o n a l  A c m e ,  le t  us s ay ,  and th is  l i t t l e  f e l low in  C o r d o b a ,  
is  ab le  to go to his  l o c a l  bank,  and the l o c a l  bank  wi l l  s ay ,  " Y e s ,  we 
c a n  a r r a n g e  for  buy ing  the l a t h e . "  The  w a y w e  a r r a n g e  for  i t  i s ,  we 
wi l l  s e n d  an  a p p l i c a t i o n  in  to the i n d u s t r i a l  bank ,  w h i c h  is a G o v e r n -  
m e n t  bank,  and  w h i c h  has  a pool  of  m o n e y  m a d e  a v a i l a b l e  by the 
E x p o r t - I m p o r t  Bank  for  th i s  k ind of p u r p o s e .  T h e  C o r d o b a  bank  w i l l  
c h a r g e  s o m e  s o r t  of s e r v i c e  fee ,  and the i n d u s t r i a l  bank  has  a s t e p - u p  
in  the i n t e r e s t  r a t e .  Thus  the m o n e y  is p r o v i d e d .  

T h a t ' s  the  p u r p o s e .  The  p u r p o s e  i s  to p e n e t r a t e  and  he lp  the  l i t t l e  
b u s i n e s s m a n .  We do have  a p r o b l e m  in o t h e r  p a r t s  of the w o r l d ,  and 
m a y b e  to s o m e  ex ten t  a p r o b l e m  in the Uni t ed  S t a t e s ,  not to c o n c e n -  
t r a t e  too h e a v i l y  on big  b u s i n e s s ,  wi th  a c a p i t a l  B. 

C O L O N E L  B E R G A M Y E R :  M r .  L i n d e r ,  it is both i r o n i c a l  and 
wi th  p o e t i c  j u s t i c e  tha t  the E x p o r t - I m p o r t  Bank ,  wh ich  w a s  f o r m e d  
o r i g i n a l l y  to a s s i s t  the Sovie t  Union,  has  done so v e r y  m u c h  to he lp  
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the cause  of the free world .  On behal f  of the Commandant ,  the facul ty ,  
and the s tudents ,  thank you v e r y  much for your  sp lendid  l e c t u r e .  

(24 Ju ly  1962--5,  600)OtT / j c : i j k  


