ST, TEMENT OF WILLIMH McCHESHZY MARTIN, JR., CHAIRMAN
OF BOARD OF DIRECTORS OF EXPORT-IMPORT BANK OF TIASIINGTON
DEFORE THE SENATE COMMITTEE ON FOREIGN RELLATIONS

In anpearing before you to dizcuss the Euronean Recovery Progran,
I believe it eppronrizte for me to indicate gener«lly the function per-
forred by the Expoft—Import bank in the pest end the function it should
nerform under tﬁe program which is now the subject of consideration by
this Committee.

The Benk was created by the Governrcent of the United Stetes to
£ill a need in the world of finance.resulting from the lack of edequate
private cepital facilitieé for finencing trude betreen the United Stetes
and foreign countries. From the bime of its crection in 1934 until 1939,
the Bank operated on-a limited scale ond its activities were for the
most part confined to short and medium term credifs to finance the export
of specific industirial products or commodities, i7ith the advent of the
European war in 1939, the United States Government wes called upon by
foreign governments,'particularly in Letin imerica, for financial assistance

; to support their economics, Funds were Qoted the Bunk by the Congrese
for the »murpose znd from 193¢ until the end of Vlorld Yar II, the Benk

extended o numbcr of direct government long term loans.
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In July 1945 the Congress, anticipating the ﬁeed of the war-torn
countries for emergency financisl aid from the United States, enacted
the Export-Import Bank Act of 1945 and increased the Bank's lending
authority to $3,500,000,000. 1In the hearings end debates on the Bill at
that time it was made clear that the Congress expected the Bank to aid in
the reconstruction and rehabilitation of the economies of war-devastated
countries through long term reconstruction credits during the period between
the end of the war,and the time when the Internationel Bank for Reqoéstructioz
and Development commenced bpera£ions. Accordingly the Benk, during the
period from September 1945 until the latter part of 1946, euthorized large
long term credits to the Governments of France, Belgium, fﬁe Netherlands,
Greece, Poland, Norway, Denmark and Finland. Dollarwise, these loans
constituped the great bulk of the lending of the Bank during this period. .

After the International Bank had begun operations, the Bourd of
Directors of the ExportaImpért Bank moved to bring to an end tho program
of large emergency reconstruction credits and to revert to. the Bank's more
normal function of focilitating and financing Americon foreign trede by
short and medium term credits for specific purposes. This action of the
Bourd was reported to the Congress in the pubiished semiannual report for
the period ended Deccmber 31, 1946.

As events developed, however, the need of foreign governmentis for

[5e]
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financial assistance proved grester thon hed been foreseen; the International
Bank was unable to assume the burden to the extent originally ekpected>of
it; and the Export-Import Bank found it iﬁpossible to meet 211 demands
made upon it for reconstruction assistance and financial aid, either
| because of lack of funds or because the credits sought would not meet the
standards set up by the Congress}in the Export-Import Bank Act of 1945.
The consecuence has been that the Conéress has.had to vote additional funds
for foreign aid and now is being'called upon for still more funds.under the
European Recovery Program which has been submitted for its consideration.
The program contemplates that assistance may be extended by wey of
grants, cash payments or credits. It is generally agreed that the Export-
Import Bank is the agency through which the credits under the program
shall be extended. It is difficult to perceive any compelling reason why
the Bank should not be utilized in the capacity of lending agency under
the program. On the contrary, all considerations call for the utilization
of the Bank in such capacity. It is an agency which combines fincncial,
economic'and political elements ecsential to foreign lencing and is
administered by a bipartisan boerd. Except for certain specialized credits,
it haé‘berformed and is today performing all foreign lending in which thei
Governmeﬁt has engaged.
" With an agency already in existence which has engaged in foreign

lending and which will continue to engage in foreign lending under the
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Export-Import Bank Act of 1945, it would be most inadvisasble to creéte
anqther agency performing like functions. I do not need to describe to
the Members of this Committee the confusion that results and the duplication
of efforts involved in the case of two governmental agencies operating
in the same or similar field. I believe it suffices to sgy that all
foreign lending should be centralized in one zagency of the Government.
Accepting this thesis, the problem which confronts us in formulating
the foreign aid program is to utilize the Bank within the framework of
an overall unified aid program. The necessity for &n overall unified
progran is clear. There is no satisfactory or logical method by which
one is able to say in advance as to what‘amount of the total aid extended
should be by way of credit and what amount by way of gramt. Nor is it
feasible to determine in advance which products or commodities should be
furnished‘on grént and which on credit. These and other considerstions
call for an awverall unified program which is controlled and directed by
one entity.
I believe thet the Administration program now before you achieves
this end of utilizing the Export-Import Bank within the framework of an

overall unified program. By the provisions of the proposed Bill, the
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Administrotor in consultation with the National fdvisory Council will
‘determine whether assistance is to be extended on grant, cash poyment
or credit terms. Then, und I now quote from the proposed Bill:

"When it is determined that assistance snould be extended
under the provisions of this Act on credit terms, the Ad-
ministrator shall allocate funds for the purpose to the Export-
Import Bank of Washington, which shall, rotwithstunding the
provisions of the Export-Import Bank Act of 1945 {59 Stat. 526),
as amanded, make and adminigter the credit as directed, and
on terms specified, by the Administrator in consultation with
the said Notional iAdvisory Council."

The Benk, ©s zgent of the Administrator, will extend &ll credits
that are to be made under the program except possibly those involving
the sale of Government-owned property. The precise manner in which the
agency relationship between the Administrutor and the Bank will function
will depend in the final analysis on the working arrengement that is
established between the two agencies. In the light, however, of the
avowed purpose of all concerned that it is not intended to duplicate the
facilities of existing Government agencies, it is cssumed that the
Administrator will utilize the services and facilities of the Bank to
the maximum extent consistent with his statutory obligetions.

The obligations of the Administrator under the proposed Bill with

respect to the making of credits are such s to permit him to consult

and advise with the Bank from the time it is determined that a particular
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reiuest for sssistance involves tle possibility of 2 credit, It is to e
cexpected thot the Bank working dircctly with the /dministrator or in any
cvent ©s & participent in the machinery of the Hntionel Advisory Council,
will actively participate in the analysis of a credit snd the deiterminstion
of-the torms on vhich it is ultimetely estellished. Likew’se, in the
adminictrotion ef tho credits, it is to he exnected that the Bank wall
nlay & full role subjicct only to ultimate control b\in; retained by the
Administrotor so long @8 he hus statutory existence. Thus, although
there is no geainsaying tlw fact thai the Bank will be functioning in
purely an sgency cenacity under the progran, 1t is acsumed thot the role
will be that of en active ratiuer thon a pessive agent.

There is no conflict in the ¢ual function that the Bank will
perform for the duration of the European Recovery Program - that of
ecting in an agecncy capacity under the program and of acting in an
independent capccity under the provisions of the Export-Inport 2ank
Act of 1945, Toans mecde by the 3enk as cgent for the Administrator
would be so carried on the boocks of the Baﬁk anC¢ loans mede by the Dank
under the Export—lmpoft Bank fct of 1945 would be cerried es such type
of loans. If it %e the decision of the Congress that the control and
direction of the overall program should be vested in onc entity, the

Board of Uirectors of the Export~Import Bank believes that it can
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approprictely sand cffuctively lend*its cxpericnce and efforts, as —ell
8 those of the steff of the Bank, in the manncer nrovided {or in the

prorosed Bill.
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