
February 10, 1948 

Dear Mrs. Bolton: 

In response to the questions ra isad in your l e t t e r i f 
February 2, 1948, I submit the fol lowing 

(a) Where does the In ternat ional Bank f i t into the 
E. R. P. program? 

The In ternat ional Bank will not p a r t i c i p a t e d i r e c t l y 
i s E. R. P. I t i s hoped, however, that the Bank wil l pa r t i c i pa t e 
ind i rec t ly by making loans from, i t s own funds to the European 
countr ies involved. 

(b) I s i t your understanding tha t under the E. R. P. program 
all. c r ed i t s should be made by the Export-Import Bank, 
or tha t ce r ta in of them would f a l l na tu ra l ly i n to the 
province of the In ternat ional Bank? I f the l a t t e r , 
what should determine that the requests of European 
governments be referred to the Internationnal Bank? 

In discussing the respecrive ro le s of the In te rna t iona l Bank 
and the Export-Import Bank under the program, i t i s my understanding 
that a l l c red i t s from funds voted by the Congress will be extended 
by the 'Scport~I>, &port m s k . How»v«r, tH« in te fna t ioas l SfJik will he 
afforded tm opportunity to extend a?jy c r ed i t s I t i s *hl» an ' wil l ing 
to aake. Hence, the «d»lnistr«itor <snd Xjrport-Impert Sank would make 
no c r ed i t s i f the International. B*nk w*r«* ab!« er; 3 i d l l l n p to extend 
the c red i t s needed. What i s «*»«!r«lly overlooked in fna d i scuss iM 
of the ro le of the in ternat ional Bank in the prograe i s the fact tha t 
the Bank, by i t s own i i - a i t a t ions , i s finable t extend c red i t s in the 
amounts needed by the countries involved, e i the r because of lack of 
funds or i n a n i l i t y of the ttank t o extend c red i t s which w i l l . meet the 
remitra^enta of i t s cnar te r . 
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(c) Were the International Bank adequately financed, 
would you consider it to be the rightful agency for 
government lending? 

As its nana Implies, the International Bank for Reconstruction 
and Development is an International institution whose Board of Directors 
is composed of representatives of member countries. Export-Import Bank, 
en the other hand, is an agency of the United States Government. The 
contribution mads by the United State? to the International Bank in the 
form of a subscription to its stock was no different except in amount, 
than the contribution made by other member countries. The United States 
Government has not voted funds to the International Bank except to meat 
the stock subscription. The concept of the International Bank would 
preclude its being utilised as a United States governmental agency. 
Its charter requires that it function a& an international agency. It 
ie difficult for me to perceive how it could be adapted to use as a 
United States government ageney. Lending by the D. S. Government, 
except to the extent the Government may Jointly participate with other 
Governments in an international body, should be handled by an agency 
of the united States. 

(d) Under the provisions of the Export-Import Bank Act of 
1945, is the Bank set up to continue indefinitely in 
the field of government lending, or set up to act in 
the emergency during which the International Bank is 
not financially able to make the loans? 

The Export-Import Bank Act of 1945 describes the Bank as "an 
independent agency of the United States". The Act provides that the 
Bank shall have no power to make loans after June 30, 1953. This 
limitation was apparently 1-nposed by the Congress in order to give it 
the opportunity at such time to give full consideration to the question 
whether tbe Bank will be needed after 1953. 

The Bank's statutory purpose is to finance the foreign trade of 
the United States. So long as there is need for the Government to do 
this, I presume the Bank will continue in existence. If by reason of 
the lending activities of the International Bank or extension of credits 
by private American banke or industry, our foreign trade no longer needs 
Governmental financing, the Bank would presumably oease to extend credits, 
either by voluntary action or by mandate of the Congress, 

In stating in my prepared statement that the Export-Import Bank 
was only to extend long-term reconstruction and development credits 
prior to the time the International Bank began operations, I was voicing 
the Intent of the Congress aa expressed in the hearings and debates in 
the passage of the Export-Import Bank Act of 1945. Such type of credits 
are ordinarily not needed to finance the foreign trade of the United 
States, Short-term credits for specific items of equipment or for 

Digitized for FRASER 
http://fraser.stlouisfed.org/ 
Federal Reserve Bank of St. Louis



- 3 • 

comtsodlties are the types of credits that generally may be said to 
be more suitable for our foreign trade. Accordingly, it was the intent 
of the Congress and is the policy of the Bunk today to refrain frost 
staking long-term general reconstruction and dsvslopment loans, This, 
of course, is different than M f i M that the Export-Iraport Bank is 
only set up to act so long as the Internsticnsl Bank is not financially 
able to make loans. 

(e) Under the normal course of your business, aside from 
contemplated 2.R.P. aid, about what percentage of your 
credits are government loans, and what percentage to 
private Interests? 

In answering this question, it sight be profitable to trace the 
history of the flank's activities. From 1934* rfhen the Bunk was created, 
until 1939» the Bank's loans were largely to private industry, either 
in the United States or abroad. When the war began in Europe, Gcvern-
«nents in Latln-AEerlee reeded direct financial assistance and this was 
furnished by the Bank under a specific Aet of the Congress. After the 
war, it was hoped that all ti*ade could be restored to private channels 
and the Bank is daily attesting to direct its activities in such 
direction. However, the dislocation resulting free the war and the 
trend in Furope has necessitated Government to Government credits. 
In this connection, it might be pointed out that the International Bank 
is United to making credits to Governments or the agencies thereof. 
The E.R.P. would likewise be so limited. The Export-Iprport Bank Act, 
however, permits the Bank to wake credits to both public and private 
interests, including individuals as well as corporations and other 
entitles. 

The following table will give you some idea as to ths division 
cf our outstanding eredlts as between direct Government loans and industry 
credits, Bollarwise, of course, by far the greater amount of credits 
are direct Government loans. Of course, we should not overlook the faot 
that Government credits are to a certain extent made available by the 
borrowing countries to their nationals, and we encourage borrowing Gov
ernments to do this. In faot, in certain instances we have exacted 
covenants from the borrowing Governments that they will make the credits 
available for utilisation by private Interests in the borrowing country 
to the extent practicable. By way of further eojmeent on the following 
table, we should state that in certain instances the foreign industrial 
entity which has borrowed from the Sank is Government owned in part car 
whole. 
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Statement of Loans Outstanding to Foreign 

Governments and Other Obligors as of 

January 31, 1948 

Number of 
Credits Outstanding Loans 

Governments 47 43% 11,707,085,063.77 85.7% 

Other obligors 62 57% 283,843,813.47 14.3% 
109 10056 $1,990,928,877.24 100.0* 

If you haw any other cueetleua, or would like aw to cease up aed 
discuss any aspects of the matter with you 1 will be triad' to do so at 
your convenience. 

Slceerely yours, 

Wm. McC. Martin, Jr. 
Cheijnftaxi 

Honorable Frances P. Bolton 

House of Representatives 
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