Genesis of Bank with emphasis on composition of Boerd of Directors prior

1. Bank eatablished in Fabruary 1934 by Executive Order.

2. Operated from 1934 to July 1945 under asegis of Mr. Jesse Jones
a8 Federsl loan Administrator. Later (1942) under Mr. Crowley as
Foreign Economic Administrator.

3. Mr. Jones and Mr., Crowley together with President of Bark
dictated policles of Bank.

4. Board of Directors wes part time and called into session ir-
regularly - more to ratify acts of operating officers rather than establish
policies, Neither charter nor statutes of Congress preascribed qualifica-
tions for Board. Generally representatives of State, Commerce, Treasury
and Agriculture as well as of Benk staff and RFC comprised Board.

5. From 1934 - 1940 Bank activities largely commercisl. Beginning
in 1940 political loans made to Latin American countries. State Depart-
ment had large voice in these loans. Neither Charter of Benk nor
statutes of Congress affecting Bank preseribed standards for loans,

Act of July 31, 1945 esteblished Bank as independent permanent agency
with full-time Board of Directors. (See provisions of Act with respect
to meke-up of Board - particuiarly State representstive.)

1. Established standsrd for all losps, "Loans so far as possible
consistently with cerrying out the purpose of act shall **#¥%%x in the
judgment of Board of Directors offer reasonable assurance of repayment."

2. Board otherwise wvestad with responsibllity for carrying out
Act and intention of Congress. Charged with duties and obligations,

3. Board accountable to Congress not Executive, Annual report, etc.

e e el A e g

All this is not to say that Board of Directors (full-time members) question
that policies and activities of Bank should be divorced from and be carried
out with disregard of foreign volicy of government as formulated by State
Department. HNever has been any question with Board that policies of Board
should compliment and, in faet, implement general foreign policies. Member-
ship of Secretary of Stste or his sppointee welcome and indeed desired.
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In fact it may be sccurately stated that Beoard has never acted over op-
position of State Department member.

To extent that difficulty hes occurred between State and Boerd, it may be
attributed to the following:

1, PFailure of State to appreciste fully (despite fact it would be
firast to deny it) that Board of Directors has specific and definite re-
sponsibilities to Congress which it must meet while sttempting at same
time to meet desires of State Department. The distinction between set-up
of Board prior to July 1945 and presently has not been grasped in some
quarters even today, There has been the tendency to think of Bank as it
exlated and opsrated prior to July 1945 at which time Congress prescribed
stenderds and responsibilities in not too uncertain language.

2. Tendency of State to treat its function on Board as part-time,
Representative of State has other duties which occcupy his time. Atten-
dance record -- cut of approximately 60 meetings since organization of
Board in December 1945, Mr. Clayton present at epproximastely 22. Since
July 1946 he was present at approximately 10 out of 33 meetings. Bank
has real responsibility and its work is greast. In Board's desire to
ascertain and be gulded by foreign policy of State, it is diffieunlt for
Board when representative of State attends so infrequently and is un-
available for day-to-dey administretive and policy decisions.

3. While it is again emphssized thet Board has never acted against
desires of State (Czechoslovekis, ete.), it might be said by State that
Bank has not alweys acted affirmatively as demanded by State. This is
precisely where Board is caught in dilemme, It can refrain from acting
and 8till comply with the mandete imposed on it by Congress. It cannot,
however, always act affirmatively and meet the mendate. But even here
Board has earnestly striven to meet desires of State, Has frequently
resolved doubt in favor of a loan (France, ete.).

4. It must be recognized that asctivities of Bank between July 19,5
and ensuing year or so were more pollitical tham its traditional business,
Time of reconstruction loans, etc., has pessed, Commercial credits agein
primery purpose of Bank and funds needed for this, Here agaln policles
of State not to be disregsrded but admittedly such activities do not have
strong politicel implications that reconstruction loans had.

5. It should be emphesized that Bank should remain ss it 1s - 2
financial inatitution. Statute should not be altered to permit it to be
used primarily ss politicsl instrument. If occasions arise which demand
purely political financial gestures, State should seek other means - &s
for instance grantwin-sid.
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