Eareh 24, 1948
Cuvermor Ixymenak EBP Bill: ehsmges made by
Levis R, Dembitz Souse Comnittes on Foreigs Affairs

The IRP 5411 (8, 2208) hes mew besn reported out by the House
Forelgn iffeirs Cownittes and 1s belng debated in the Houss of Poprecentae
tives, iz reported out by the comaitiee "hare ure & nueder of fimaseisd
natters on whiel the MHouse Donuittos bng mude obamges from the i)l as paseed
by the Sevate,

The primeipal chabge made by the House Cemmittee is the delotionm
ef the sgetslled Taft swendnant, which wes insertsd =% the last movent on the
fleor of the Spmuts apt whieh wseuld sudhorize the Administiater %o guarsatee
aredfts extended by govermments or othor lenders in the Western Beanisghare to
HP countries, This motier, whieck is discussad iz mere detail below, will
be tskem wp by the HAU 2% tomorrow’s meeting, since the Stete Dmpaprtment
fouls thut the takiug of o #vand on this subjeot by the Nil may be helpful iz
influeneing 2he consideration te Ye givem to this subjeet on the fleor of
the Homee or in the subseiuedt confercdes bLotwesn House -nd Bencie, Tie
other elanges wade b Yhe Hpuss Cemnitiee sre alse noted hriefly below) it
is not yot sortcin vhether shy of thew will s dlscussed 2% She Nil meeting
LRI,

Undeyr Ssetion LL(5)(4) of ke Bill puased by the Sencts, the
‘dmisistretor could gusrentee u: to 70 per cemt of 2ny oredit extendsd by
&« Feotern Hewisphare country %9 am JP coumtyy for cemmofities and
services %o be transferred, The Jdmimistrator ceuld «leg sive » pusranty,
without 1imit =& %0 the omwust, 1s conmectien #ith & credit axtended by ¢ pere
s50B Or sorperstion lu the Festern Heslapbers (lncluding the U,8,) to am ERP
sountry for ceomsoffities nad services 3o Be Pransferred, He could cles sgree
o sdvasee dollave on a2 umt 9f wad pusrentiss st the time that the under
lying 20088 ovre suported @r -t sny time withim 1U year:z «fter the osking of
#aeh svresssnt,

The Bouse Foroigm Affeirs Commities, it deleting this provision
from the 111, eapressed the view thet the srovision would Bot reslly sorry
syt the pursose of inducing the Tullest possible serdicipoticn of other
Hastern bHemisphery countries in EiP, It wes felt that the oreposed guarastise
would Influsmes sellers in the Festern Hemisphers %o withiold pormel eredft
extenaions ix fevor of the gusrantaed eredite, X4 wss ulse rointed out thag
the srocedurs night be #oatly to the United Stuves aimoe 1% provites mot fer
28 exebsuge zuarsnty hut for an unconditionsl gusranty of seymentss up te 70
cer cemt by countries recelving Lotine mericen poods,

The sroviston 16 ulse objeetisnsble im princisle i3 thet tie United

Seates would for the first time be gusrantesing credit: extonded by forelgn

sountrises to shivd countriss, The IEP is Just ss impert nt t0 Lusimeisericas

countrios a8 it 18 to the United S%ates, =84 1n fset, the particulsr transe
giized for FRASEREISOBS st sould zive rlse to gesrsatios would be 2ore bemeficiel to the
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Latipeinarisss sounsey redeliving the gusr sty than %o the United Ststes,
Therefore, the giving of sueh guarsn%ies would set o bed urevedent that
might plegue the Vniled Ststes in the future,

The guspinty systen propoeed by the Jemste Bill would et wp =
verftavle nane of administrative proalems, of whick the sonctors who aIponasy
it would seem to huve Leon umawsre, *or =1l thess recscns, the NAU chould
sxpress its refersuce for the lowse version, l.s, with this seciienm d4leted,

Gpsaver, there seans coneiderable ilkeliboosd thet Comrressiomsl
toptiment will insiay o boving some provision slong thess lines inoluied im
the fimel bill, If thet hepvens, 1% seems So us {and to Stite Department
representatives sud so other mesbers o7 the Ni0 Staff Coummitise) thut tRe
arovialen =euid be such lees objeovionasble {0 {1t wore ot lesat conlined %O
gunysaties uy 0 W per cemt on vrefité extended by Yeusters Heplephers
soverhments, =8 arigistlly provosed by Senctor Taft, 1t seens esjeslislly
destreble $hav ke Turther provisions 28 cnzaed by the Jepnte, serziviisg
gesransieos of erediss by priveie ssrsons sud sernitting thess gusrentics {a
whilmiied cpounts Lmevesd of with s 70 pov cent limit sheuwld Y sliminsted,
fo gum find some Jusiifiestiss Tor suthorising She Adminietrator %0 guarsdtee
Wy ke TO per sewt ef eredits by foreign sovermments {sltlongk ws thimk, on
bolanee, that the provision seuld de usdesirsble even 1F it wore confinesd So
sueh guar nties), Hes we 08 85 roul resesh for sevmitting gussnmsies of
eredits extonded by private sreditors sud me jusiifiestion whatever Yor
rormitiing guaraaties beyund the 70 ser vent limitetion,

ihe Justifivavion for permliivisg 70 rer 2eBt guarantics on axtede
slons of sredits by forslsn povermments is ihat the Administerior wsould
thus heve o pedusaism Sast misht perhaps hels him ia Mz wwak af bringing
about sEtenelons of oredis 3y Lotimelmericsn coustries (ot their oum riak)
o LU sountries. Mueh oredits would veduse the etal smount that the
Tnited Systes would bave %9 augply %o Euresacn countoles sither se grents or
af loune <% L% owm risk,

The gusrantesing of loshs by indiridusls, Lenks or serpereticns
sight be semewhet less ehjeotionsble {f they were voufined to 70 ger eent
oF Ghs umowat o selh opedit instesd of Belng permitted in unlimited smewnts,
Ruoverthelees it »ould seem bdud policy te permit the idmimistrater to emter
the ffeld of gusrantecln; such sredits Yor imerican lenfers, siznoe there
alpesty exist Faoilitles in she Exportelmpert Bopk wnd B.¥F,0, for giving
sty soutd assiotamee thet may be peeded, It wswuuld be A40fievlt to Justify
the syranging of gwarsRiies for forelen bepke sl Sorpersticne L iperleo:a
hagke cRi eorpbratioes woere ineluded,

The 54207 Comsittes will sherefore reoommand thst the Counmail
srpress L35 zpreferente ~8 Ffollows!

{1) Tne objeatives soughi %o Le sobieved by this
yroposed provislon seuld e sehieved sinslly well vader
the olher provisions of she 2111 without the ineclusion of
this provision;
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{2) Onould Songress wish o adopt swah 2 previeios,
it spauld Do ceafined te the puaranleeing of sredits
extanded by forelun goveramentaz, ond sbould pot provide fer
the gusrantesing of any erefits cxtended By versons,
corporetions or other sptities;

(3) Opould Cesgress uavertheless deoide do permlt gusee
antles of eredits extended oy yercsas other thel goversmsats,
sueh guarsBtiss ahouid be iilmitesd fe %0 per cent of the
smount of eseh eredly,

Apart Tron the “Taft Asendespt™ the Hsuse BLll also retaine the
Geuste nrovisten vRereby the Adminiatintor sey give gusranties o ‘mericsp
satersrises iaveeting in Burope, tovering ke comversics of the lecsl
survendy shed ther receive lmto Jullsys, The House Usuuittes souléd slace
the 1imit on the camsunt of such gusrsaties of 800 million instesd of the
femate Tlgure of Iivs per cent of thes tobel ERF cporepristions, We sse 20
varticulor objeetios %o tais shozge,

The Bouse Committes would =160 ilmser: o ¢leuse spedifficnlly
sathorizing the . dmiglstirstor to sharge o fee Aet over oRme Der osbt per
snnwe 05 suek cuaranties {4nl 1o effect requestizg him Yo shewvge susk u fes),
The Lelste Bill omisted amy soel olowuse, bt would persit She ASministrater
%0 sake rules @l reguiations which could presumadly include the shargiag of
¢ few, We thiakx shat returning %o the Senste vwersion would be prefersble,
zinee the charging @ = Tes wulé tend o oboours the fwundumentsl fuot that
SEe guarsnties sre lnlesded mot o Turtisr the penelreticr of fmeric:n bSusiness
in gener:l in Burese dut oaly %0 1sduse the vertioular kizds of favestmonts
thaty 4F B0t wade by = privete smterprise, woull have %¢ be mede with €, £,
KOTRPAWSLEY Jenia,

The Bouse 8411 sils¢ bLas « cleuse tast jucludes ‘merie:m publishing
snterpriser smong shose emtitled to apply for cuspantisv; %his seens =
eafortencte depsrture from the srineisle Yhet guarenties abould omly bo given
te euterprises thst will eumtrilbute %o socomplliehing the ecchomie ebjeetives
ef the ¥i¥, If imeviecsn publishers ars slse $¢ Lo tsken darw of, 1t would be
sreferstle 4f theat could be done in ¢ sesayete it of Congrees oy st lenet
i = gapsrate sssiiva of i1his Ae%,

4 previsten for the obwrterimgz of U, &, abips te Ruropesn countries
is veatored &y the House Sill, This provisien, shich sppesrs su Seetion
111{e}{4), 15 comewhst alemg the linss of the originel Adminiatration proe
viston thut 28 delebed Uy the Senets, and we thimk it veyressuts o very
desirsble wove by the Howse Comnittes,

The Bouse Bill slae lociwdes sy 044 swevisien desling with the
providiae of elveteqis wmsteriale to the “mived Stotee whish seens 10 ¢one
tenplate the redeipt af sush Batericsls »y the United Dtates in reyaysent
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of zreste {ne well =2 & vessgmens of losms), ¥hiz previsics, whiech

appoirs 28 Sgotten AAB(n){8) of sbe House BiLL seems %o 284 Littls if any-
thing to srevisioms alpesdy enected by the SBomate on strotegio materisls whiod
appeer in Seotioms 1l1{2){1) omd JLS{H}{E) of the House Bill, and it would
soam very desisable 1 ths new Beetion L15(0)(9) souli 2e deleted,

The House P41l would spsrepriate 4.3 lnwtead of tbe Senste's

2.3 Blllion dollers bBut would suthorize the Adainistrator 30 valse on 2d-
ditloacdk ome 2illion dollavs by lssulng notes %o tha Treasury, This cue
billiom dollord woald be wvaileble snly for mdving losms, mot sramts, In
this wey the Howse B{ll weuld peiuire that at lesst ome »111ion dollers out
of the total B.% fteake the fave of lowms, While this reduces the diserstion
of the idm. istpator oud ¢f the Bl {8 detersiming the smcunte of loans end
grambe, the E57f Committes sow o yesl yeesom Yor objesting to the chamge,

Fien countries racaiving zrante ke degesive of loevsl currency in
speeisl aqcounts, the Howse Bl weuld reseive the ddministriter to cobsult
nat only with %ke Ni0 mut alse with the Fublie sdvisery foard 58 to t50 Gise
yesition of suok ourvesiey, As 3 erpemizatizacl madter this may be comdusing,
eines 1% =ight require in prastice the heldimg of Joint secsions of the Rl
agd She fenlis adviscry Seard, but 1t cuy be wisest for the Coumell te refruin
fron entorisg csy sbjeetion.

feotten 118(0)(10) of tke Homwse Bill would slse vejuire tkat
Puroresn sopntries i their bdilatevel sgreements should noke provisior for

"submitting for the declsion of the Internatiomsdl Courd

of Fustice or of apy arditrel tritumsl mmtuslly sgreed
usen oAy 2roe wesgused by the United Strtes Covermment
twrolvine sompensstion of 2 netlonal of the United States
for sovermment:l messare: affecting hiz property rigits,
ineludins contracts with er concegsions frem seeh country,®

The objeetions to ibiz provisien seem %o 5o pelisiesl rether than secuomic,
=08 therefors the Bo.ff Cemnittee 16 net recosmending thet the Hil take wup
the subiuet,

In sdditlen %o the subjees of Buvopean csgictanes, the House BLLL
e 244itdons) Titlen docling with ths Invermstiomel Children®s Smergency
Fund of the U, B, «nd with mflitary snd other aid %o Ovesce, Turkey wnd
Onime, &% provides for spyreprictions of 580 wmillion for the GRildren's
Fend, of $378 million of new momsy “or Greeoce and Turkey, =nd of a tosal
af 8% million for Shims,

LED/es
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