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April 2, 1947. 

Honorable Charles W. Tobey 
United States Senate 
Washington, D. C. 
Dear Senator Tobey: 

This is in reply to Mr. Hill's letter of March 13, requesting 
the opinion of the Board of Governors on the merits of bill S. 414 
which is now before the Senate Committee on Banking and Currency. 

The Board does not believe that it would be desirable to 
institute a government system of export credit insurance or of 
transfer guarantees at the present time. We therefore do not be-
lieve that it would be wise for Congress to enact this bill. 

One of the stated purposes of the bill is to assist small 
business, and the Board is in general sympathetic with efforts to 
stimulate development of small business enterprise. It seems 
doubtful, however, whether the provision of export credit insurance 
would make any substantial contribution to the problems of small 
business in our foreign trade. The handling of credit and transfer 
arrangements is only one of the many points at which foreign trade 
presents special difficulties to a small domestic firm. It seems 
more likely that, if the proposed system is set up, such use as may 
be made of it Tdll be primarily by larger enterprises. 

The bill under consideration would in effect utilize the 
credit of the government to stimulate private financing of export 
business. The Board believes that to the extent that such stimu-
lation might succeed merely in expanding the total volume of exports, 
without regard to the needs of recipient countries, it would run con-
trary to the basic interests of this country at the present time. 
There is already a heavy foreign demand for American goods and, at 
least for the next year or so, there will be no lack of foreign 
markets for the volume of goods that our domestic economy can afford 
to export. It is true that the United States Government has been ex-
tending assistance to foreign countries to finance exports on a very 
substantial scale, but such assistance has been justified primarily 
because it would help in the rehabilitation or development of the 
recipients1 economies or would otherwise promote political and economic 
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stability abroad. These purposes ordinarily call for foreign credits 
(or grants) that are carefully directed toward specific objectiveŝ  
and they would not be served by the promotion of exports to the world 
in general without regard to the use to be made of such exports by the 
recipient countries• 

Under these circumstances, there appears to be no adequate 
justification for setting up the proposed system of insurance at the 
present time* Even from a much longer tern point of view, it would 
appear that our principal economic problem with respect to our foreign 
trade will be, for many years to come, the development of a level of 
imports high enough to provide foreign countries with the dollars they 
need to purchase our exports and to service their debts to us* Any 
consideration of new government machinery for promoting foreign trade 
might better be devoted to the field of import stimulation rather than 
to new systems of export promotion. 

Sincerely yours, 

(Signed) M. S* Eccles 
M. S* Eccles, 
Chairman. 
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