ADDRESS GIVEN BY MR. %M. McC. MARTIN, JR., AT THE THIRTY-FIFTH ARNUAL MEET-.
ING OF .THE TEXAS COTTON 4SSOCIATINN, HOUSTOM, TEXAS -FRIDAY, MARCH 22, 1946 .

EECONSTRUCTION, COTTON CREDITS, AND THE EXPORT-IMPORT BANK

It would be presumptuous, indeed, for me to come to the great State
of Texas and try to tell the Texas Cotton Association anything about cotton.

However, I do welcome your hospitality and an opportunity to try to learn
from you something about how the Export-Import Ban% can be more helpful

to you in promoting the industry which you répresent. I would also like to
tell you what we have been doing in financing reconstruction and how we think
this fits in with the general program of building world commerce and estab-

lishing a rising standard of living and a high level of employment for peopie

'

everywhere.

These are serious times we are living in - times when it is difficult
to keep one's balance and persipective. Relatively, the United States has
been a favored nation. Compared to many other parts of the wérld, our
suffering has been slight. The end of any great war brings a period of
cynicism and doubt. When we r2ad the headlines in the newspapers, it is.
sometimes dirficult to see any sun at all shining behind the clouds, and y;t,

I sivcerely believe that the sun is still shininz and that we have it in our

power to roll back some of the clouds that are obscuring it from wview.

At the time the meeting was held at Bretton Woods to consider monetary
matters (July 1944), it would have been impossible to forecast the extent to
which holes and gaps would be torn in the fabric of the world's economy.

Three things were apparent: First, that the United States' best customer in
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world trade, Great Rritain, would so far as export business is concerned,
be in a desperate situatién unless some means of providin: needed imports
from the outside could be found; second, e large measure of relief, simple
charity, would be required to keep many peoples going at all; and in the
third place, the devactated areas of Europe would be dependent in large
measure on the United States for machinery and ecuipment to replace that
waich had been destroyed by the ravages of war. This placed on the United
States a responsibility which it is up to all of us to discharge if we

sincerely desire to prevent another world war,

We have recently negotiated a financial agreement with Great Britain
which it is my sincere hope Congre;s will adopt and thus rechannel the flow
of world trade which was dammed up when this nation, a faithful Ally in the
war, was bereft of its dollar resources because its production was directed
entirely to the prosecution of the war. Under UNRRA, we have set up a
nrogram cf relief which is now going forward to the areas which need it most,
and we have made provision through the medium of the Export-Import Bank to
meet emergency reconstruction needs of fuel, raw materials, transportation,

and communications of those countries which suffered the most in the war.

’

The United Nations Qrganization is funciioning, however imperfectly.
The economic and socisl council of that orsenization will soon be working
hard to clear away the obstacles to world trade. The International lionetary
Fund and the International Bank have just heen set up at s meeting held in
Savannah, Georgia, and progress should now be rapid. In other words, a con-
structive program to create a climate of world trade in which a risiny standard

of living can be nurtured is well alont the way. The Export-Import Bank has
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a minor, but important role, to promote, develop and preserve United States

foreign trade as a part of this over-all concept.

There are many of us who mizht quarrel with some of the details,
technical or administrative, of any of the progranms meﬁtioned, but it seems
to me that we must concentrate our attention upon the broad concept and trust
to administration and experience to correct the detailé. In short, we must
take the same attitude toward attaining the objective of expanding the world
trade that the American people took during the war. We won the war becouse
of the heritage of the American people. Our leaders played a relatively
minor part in this achievement. It was CG.1. Joe and G.I. Jane, and the
capacity to laugh at the mistakes of.one's commending officef end forget
petty insults and grievances in ﬁhe interest of the broader objective of
getting on with the war which gave us the victory. We must continue to
utilize this same basic heritage of good sportsmanship in struggling for a
life of peace. The American people have risen to the occasion before and
they can rise to it now. It is up to evervone of us to play the little role
that is given us in such a way as t.. contribute to this forward march rather

than give comfort and aid to the stragglers and the pessimists. The Export-

Import Bank, with your help, wishes to play its part in this way.

The Bank, as you know, was remodeled in order to ecuip it to moke recon-
struction loans as part of this broad program. The meznagement of the Bank
was transferred under the Expori-Import Bank Act of 1945 from an ex officio
part time Board of Trustees to a full time bi-partisan Board of Directors.

The Bank is now an independent agency of the United States, reparting only

to the Congress and the President. The prohibition on making loans to
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governments in default on their obligations to the United Stotes and the
prohibition of a similar nature on participation by private investors in

| the so-called Johnson Act haﬁe been eliminated. The lending power of the
Bank'has been increased from $700 million to @3.5 billion, and the President,
in accord with the recommendation of the National Advisory Councii sef up
under the Bretton Woods Agreements Act, has recommended to Congress that our
lending authority bhe further increased by one and one-cuarter billion
dollafs. If this increase is granted, so faf.as we are now able to foresge _
the.demands on the Bank, we should be able to meet all of the emeréency

requests until such time as the World Bank, according tc yresent schedule,

3ds ready to take over.

And nov I want to tell you what the Bank has done in financing exports

of raw cotton, because, of course, I realize this is your chief interest in
the Bank.

In October 1945, the Bank established a specigi cotton credit of
$100 million which is available to finance shipments of cotton to a number
of European countries, including Belzium, Czechoslovakia, Denmark, Finland,
’Franée, Greece, Italy, the ﬁetherlandé? Norway, and Poland. If fully
utilized, this credit would finance the export of approximately 800,000
bales of cotton. fhe only arreement actually signed to date under this
special cotton credit is for #$5 million to finance export to Finland of

- .about 46,000 balés of cotton. A n allocation of $25 million has beenbmade
to Italy, and the Bank expects to sign the necessary agreeménts in the vefy
néar future. The Netherlands has applied for an allocation of $10 million.
Other countries actively interested in using the credit are Czechoslovékia
.and Belgium.
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In January 1946, the Bank authorized a separate special cotton credit
to China in the amount of $33 million on terms slightly different from those
applying to the European cotton credit, the term of the Europeaﬁ credits
being 15 months, whereas the credit to China has a maximum maturity of
24 months. If fully utilized, this credit to China would finance fhe export

of approximately 275,000 to 300,000 bales of cotton.

The Bank has exten&ed long-term reconstruction loans to a number of
the liberated and war-devastated countries of BEurope and Asia. These
countries are Belgium, Denmark, Finland, Frence, Greece, the Netherlénds,
and Norway in Furope, and China, and the Netherlands Indies in Asia. All
of these credits, with the exception of those to China and Greece, cen be
used, if the borrowing countries so désire, to purchase raw cotton in the
United States. Belgium has indicated it proposes to allocate &4.8 million
to the pirchase of cotton and the Netherlands have allocated £1.7 million
to such purposes. The other countries to whom the ceneral credits have been
made available have not as yet indiéated what amount of cotton will be

purchased under their credits.

The Export—Import Bank hes undzrtaken to finance the export of raw
cotton in these two‘separate ways for several re#sons. The first and
obvious reason is the desire to assist United States cotton shippers to
regain their traditional merkets in foreign countries. This purp;se becomes
all the more important hecause of the cxistence of large surplus stocks of
cotton in the United States. The second reason is to asgist countries with
cotton textile industries to put them back into production as cquickly as
_possible, thus contribute to the restoration of their economies, and ét
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the same time help relieve the world-wide shortage of cotton textiles.
The fact that cotton textile manufacturing facilities in the war areas on

the whole escaped serious damage lent great weight to this purpose also.

The Bank had still other. purposes in view in setting up its specific
cotton credits. In addition to helpin; restore the cotton trade as such,
the Bank attempted to arrange the credits in such a way as to induce a re-
sumption of the trade through normal private commercial channels. Thus,
under these special cotton transactions, the credits are extended to foreign
banks to which, in turn, the mills will apply for accommodation. The private
importers in foreign countries make their purchases ;)f‘;:otton in the United
States from privaté American shippers and these transactions are then approved
by the foreign banks and guaranteed by the foreign government concerned for |
financing under the credits. American shippers make their arrangements,
in turn, with their own commercial banks,land both'the American shippers
and thei: banks are required to participate in the credits up to the time

.~ of the acceptance of the relevant drafts by the foreign banks. These

arrangements closely resémble the coﬁmercial relationships in the cotton
trade as they existed before the war. The Export-Import Bank, by providing
the financing, is serving merely as an intermediary in restoring the |

prewar pattern.

The Bank haé not attempted to make its specific cotton credits
directly self-licuidating. Accordingly, the Benk has not required, and
does not intend to require, that any given percentage of the cotton which
it finances must be converted into textiles for export by the borrowing

" countries in order to produce the dollar exchange required to retire creditéA
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extended by the Bank. In other words, the Bank is relying, in the case
both of its specific cotton creditz and its general reconstruction credits

which may be used for the purchase of vaw cotton, on the over-all ability

of borrowing countries to obtain the dollars needed to repay the Bank within
the siipulated term. There are several reasons for this policy. One is
that the cotton is neceded in nost instances by foreign countries to

produce textiles to meet urgent domestic needs rather than for export.

Another reason is that, even where some part of the output can be spared

for export, it is often not possible to obtain payment in dollers.

The void which has been created by the termination of lend-lease hes
left a portiocn of American industry, particularly in the heavy coods
category where vlant capacity and skilled labor are available and orders
no longer fprthcoming in the previous volume, anxious to have som~ means
of braking the reconversion period. Meeting the needs of foreign couhtries,
helping them restore their own economies by suprlying them with.goéds .
to process and cushioning our own reconversion doos not create inflation
in this country, but maintains sound eﬁployment and acts as a buffer against
unnecessary deflation. The Bank is extremely careful in cooéeration with
other government agencies and, in, particular the-Department of Commerce, to

guide foreign purchases into channels which not only avoid inflation, but

prevent deflation.

The task of directing our loans into just the right channels will
roquire a high degrce of statesmanship on the part of our Government. For

the first time, we have 2 top coordinating féreign lending committee, the
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National‘Ainsory Council on International Monetary and Financial Problems
set,uﬁ under the Bretton Woods Agreements Act. .This Committee consists of
the Secretafylof the Treasury, as Chairhan, the Secretary of State, the
Secretary of Commerce, the Chairman of the Board of Governors of the Federal
Reserve System, and the Chairman of the Board of Directors of- the Export—.
Import Bank of Weshington, and has the responsibility of keeping a watch
over our foreign lending programs and guiding them in éuch a way that

repayment will ultimately be possible. It is a chellenging task.

Let us go back for & momen£ to the end of World War I and recall, if
we will, President Wilson vleading for the Fourteen Pointz, the Third of
which provided for.tﬁe elimination of §conomic trade barriers. There are
few of us today who would not concede.that the early breakdown of his Third
point laid the groundwork of VWorld War II. It will recuire- courage, stamina,
intelliggnce, and vision to prevent these mista%es a second time. It be-
hooves everyone of us to put his shoulder to the wheel to see to it that
economic barriers are broken down; that walls bescome bridges; and pitfalls
are smoothed into highways. If we can kecp this prospect in front of us and
strive for our daily brend with the kXnowledge that what builds one, if on a‘

sound basis, builds all, the future can hold no terror for us.
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