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SUPPORT FOR A NEW PHASE OF THE ALLIANCE FOR
PROGRESS

TUESDAY, MARCH 14, 1967

Houvse oF REPRESENTATIVES,
Commrrree oN FOREIGN AFFAIRS,
Washington, D.C.

The committee met, pursuant to notice, at 10 a.m., in room 2172,
Rayburn House Office Building, the Hon. Thomas E. Morgan, chair-
man, presiding.

Chairman Morean. The committee will come to order.

The committee meets this morning in open session. The subject is
House Joint Resolution 428 to support the other American Republics
in a historic new phase of the Alliance for Progress.

Our witness this morning is the Honorable Dean Rusk, Secretary of
State. With the Secretary is the Honorable Sol M. Linowitz, U.S.
Representative to the Organization of American States and U.S.
Representative to the Inter-American Committee of the Alliance for
Progress, and Mr. Anthony M. Solomon, Assistant Secretary of State
for Economic Affairs.

At this point T would like to insert the text of the resolution in the

record.
(H.J. Res. 428 reads as follows:)

[H.J. Res. 428, 90th Cong., 1st sess.]

JOINT RESOLUTION To Support the other American Republics in a historic new phase
of the Alliance for Progress

Whereas it has been an historic policy of the United States to work in close
harmony with our sister American Republics to promote the well-being and en-
hance the security of the hemisphere ; and

Whereas the United States has pledged to work with the nations and over two
hundred million fellow citizens of Latin America in a partnership of good will
and vision, dedicated to the common cause of economic progress, justice, freedom,
and opportunity ; and

Whereas in this spirit of deep understanding and firm friendship, we are help-
ing our neighbors in their humanitarian and progressive programs to cure the
sick, feed the hungry, shelter the homeless, banish ignorance, and fulfill the hopes
and expectations of freemen in this hemisphere; and

Whereas the United States joined with the other American Republics in 1959
in establishing the Inter-American Development Bank and in 1960 in approving
the Act of Bogotd which called for the launching of a “program for social devel-
opment,” and “prompt action of exceptional breadth in the field of international
cooperation and domestic effort” to promote economic development ; and

Whereas the Congress has strongly supported the Alliance for Progress, en-
abling the United States to play its full part in the fulfillment of the mutnal
undertaking as set forth in the declaration to the peoples of America and the
Charter of Punta del Este, signed on August 17, 1961 ; and
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2 SUPPORT FOR NEW PHASE OF ALLIANCE FOR PROGRESS

Whereas during the first half deca‘de the Alliance for Progress, the cooperative
efforts of the American governments and peoples have stimulated economic
growth, encouraged institutional development, amplified the role of private en-
terprise, broadened the exercise of representative democracy, and strengthened
the internal security of the Latin American Republics against Communist sub-
version ; and |

Whereas experience has now made clear that in order to achieve self-sustain-

ing growth under conditions of freedom, social justice, and broadened oppor-
tunity for all and to provide adequate food supplies and productive employment
opportunities for growing populations, there must be a significant increase in
the rate of economic growth thus far achieved under the Alliance for Progress;
and

TWhereas the achievement of this!goal is in great part dependent upon an ac-
celerated movement to integrate the economics of the Latin American coun-
tries and a major effort to modernize the education and agricultural sectors, with
special emphasis on science and technology and involving substantial increases in
the commitment of resources to these purposes and commensurate changes in
national policies and practices; and .

Whereas the Governments of Latin America at the recent eleventh meeting
of foreign ministers clearly recognized the need for their countries to take the
actions contemplated in the preceding paragraph; and

Whereas it is also imperative to mobilize the will and energy of the Latin
America peoples for community alction, participation and cooperation to ac-
celerate the process of developmen@: so that all become contributors and bene-
ficiaries of this progress ; and |

Whereas the meeting of Presidents of the American Republics provides an
historic opportunity to set in motion policies and actions that will make the
decade of the 1970’s a decade of siqgular Latin American achievement in unity,
prosperity, stability and contribution to world affairs; and

Whereas if the leaders of the other American Republics are prepared to
assume the commitments to launch this critically important new phase of the
Alliance for Progress, the United States should stand ready to support them:
Therefore be it 1

Resolved by the Senate and Hogtse of Representatives of the United States
of Americe in Congress assembled, That the Congress recommends, in support
of the concept of a Latin American/Common Market and after appropriate steps
have been taken toward progressive establishment of such a market, that the
United States furnish through the, Inter-American Development Bank standby
resources to be matched by Latin American countries to provide integration
adjustment assistance to facilitate the transition to a fully functioning Latin
America Common Market. ‘

The Congress further recommends that the United States join with the other
members of the Inter-American Dey‘*elopment Bank, in the provision of resources
to that institution to be used for financing multinational projects which promote
Latin American economic integratiop.

That the Congress supports individual and joint efforts of the member states
of the Organization of American States to expand trade within the region and
with other areas of the world and to mobilize public and private resources inside
and outside the hemisphere to further the economic development of Latin
America. i

Further, the Congress recommends that the United States provide an increase
in assistance under the Alliance for Progress for programs of educational and
agricultural modernization and improvement of health, The nature and amount
of such assistance is to be dependent on demonstrated need and adequate self-
help within the recipient countries. |

The Congress recommends that the United States be prepared to make avail-
able significant additional resources over a period of five years in support of
the foregoing objectives and in relation to progress by the Latin American coun-
tries toward the goals of economic integration and in the mobilization of domes-
tic efforts and resources to advance the purposes of the Alliance for Progress.

Chairman Morcax. Mr. Secretary, you have a prepared statement,
and may proceed as you wish,
|
|
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STATEMENT OF HON. DEAN RUSK, SECRETARY OF STATE

Secretary Rusk. Thank you very much, Mr. Chairman and mem-
bers of the committee. I am delighted to be here this morning and to
be accompanied by my two distinguished colleagues, Ambassador
Linowitz and Assistant Secretary Solomon.

I welcome this opportunity to consult with you on the forthcoming
meeting of the American chiefs of state, scheduled for April 12 to 14,
in Punta del Este, Uruguay.

This is only the second such meeting of Presidents in the history of
the hemisphere, and the rarity of the occasion is matched by the scale
of the opportunity that now presents itself. This opportunity arose
from a proposal made in March 1966 by Dr. Arturo Illia, then Presi-
dent of Argentina. His proposal rapidly gained the endorsement of
other Latin American countries. Subsequent discussions, including
those in which I recently participated in Buenos Aires, made it increas-
ingly evident that our Latin American neighbors are prepared to make
new decisions and to take new actions, some of them of the most
momentous significance. These require some indication of what we,
the United States, will do.

The President might, of course, go to this meeting without consult-
ing the Congress and present his own views on what our response
would be, subject to subsequent action by the Congress. But he would
much prefer to be able to set forth the intentions of the Government
of the United States—of the Congress as well as of the President.
This does not mean, Mr. Chairman, that the resolution before you is
intended to supplant the normal procedures for authorization and
appropriation by the Congress. But the President wants to be able to
say that if other nations of the hemisphere take the steps that they
themselves have proposed, the United States will be prepared to work
with them in partnership. In proportion to what we expect the Latin
American nations to undertake our contribution would be small—but
it would be of crucial importance.

We are all keenly aware of the close and special relationship we
have with our neighbors in this hemisphere. It is a relationship
shaped from a common heritage in revolution, from a shared belief in
social justice, and from a deep respect for personal dignity. These
traditions and beliefs are common to the hemisphere. But we have
come to realize that even the soundest social traditions are vulnerable
to the threat of material want. Poverty is no friend of justice;
hunger no ally of democracy. And it was out of our keen awareness
of the inevitable interaction between social and material conditions
that the Alliance for Progress was forged 6 years ago.

During that time our Latin American neighbors have dramatically
demonstrated their commitment to the process of social and economic
progress. Largely with their own resources—during the period
1961-66 they invested over $91 billion in their own development—our
neighbors have begun the task. The T.S. role in this great enter-
prise, has been to provide the small but highly critical margin of ad-
ditional resources, both in capital and knowledge, that helps to ac-
celerate the process and keep it moving in productive directions.
Our material contribution over this same 6-year period has been $6.5
billion, small by comparison with that of Latin America itself, but its
importance is inestimable.
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As a product of this collaboration, Latin America’s income has
grown at rates approaching, and in recent years attaining, the over-
all targets we and our neighbors set in 1961 at Punta del Este. Be-
hind these higher rates of growth lie the new roads, schools, power
facilities, and other types of infrastructure to which our capital and
our knowledge have so importantly contributed. Behind them, too,
lie the people and resources of'the Latin American countries them-
selves, increasingly dedicated to the tasks of development. And, final-
ly, what must never be underestimated, the higher rates of growth re-
flect the growing sophistication' and understanding of our neighbors
in matters of public policy, and'a manifest determination to use pub-
lic policy to shape and improve their own destinies. This is resulting,
for example, in reduced rates of inflation, in stronger fiscal and bud-
getary performance and in more rational monetary and foreign ex-
change rate systems. All of these improvements are vital to the
achievement of adequate rates of economic development.

But encouraging as these trends may be, the plain fact is that the

B | . .
progress remains too slow. There remains much unfinished and ur-

gent business. I am convinced t‘hat our friends in the hemisphere are
themselves determined to move on to major new efforts. And as they
move, we must move with them lest this opportunity be lost at a cru-
cial juncture in the history of the Western Hemisphere.

Now, what is this opportunity ¢

At Buenos Aires, the Foreign Ministers reached broad agreement
on a six-point agenda which, if realized in a program of action, could
together with ongoing efforts bring this hemisphere into a new era of
unity and progress: |

1. Latin American economic| integration and industrial develop-
ment. The economic integration of Latin America will be a long,
complex, and difficult task. It is nevertheless apparent to me that
the Latin American governments, with our support, are determined
to make a strong effort to form a common market over the next decade.
This is a decision of historic proportions—probably the most impor-
tant made since these countries became independent. ’

2. Multinational action for infrastructure projects. The success of
economic integration in Latin America will depend in part upon the
adequacy of infrastructure facilities to link the regions and economies
of the continent even more closely together. As part of the integra-
tion process, Latin American countries will join in multinational ac-
tion for the development of thé power facilities, transportation, tele-
communications networks, and Iriver basins which will provide these
vital links. f

3. Measure to improve international trade conditions for Latin
America. As the committee knows. this is a subject of great im-
portance to the Latin Americans. We expect the Presidents to con-
sider what all of us might do td expand and improve trade conditions
for Latin America, including the reduction of existing diserimination
against Latin American exports to the rest of the world.

4. Modernization of rural life and increased agricultural produc-
tivity. Here it is intended to develop improved agricultural pro-
grams. The Latin American countries have agreed at Buenos Aires
to a set of gnidelines for progress in agriculture and to periodic CTAP
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review of their programs and policies in this area. There is no ques-
tion but that a major expansion of agricultural output, particularly
food, is one of the essential keys to accelerated development.

5. Educational, technological, and scientific development and in-
tensification of health programs. We all know from our experience
in this country that education is a necessity for social progress and a
prerequisite for modernization. The Latin American countries agreed
in Buenos Aires to a set of guidelines for improved new programs in
this field, including multinational institutions for technological and
scientific research and training. We must at the same time insure that
Latin America has access to the full range of technological and scien-
tific advances of the developed world which will accelerate its own
progress. '

6. Elimination of unnecessary military expenditures. A number
of Latin American governments are considering initiatives to limit
expenditures on armaments. While the arms burden in Latin Amer-
ica is not of as serious proportions as some may perhaps believe, we
Liope that steps will be taken to limit expensive and overly sophisti-
cated armaments. We will continue to emphasize that unnecessary
arms expenditures would be detrimental to economic development.

If Latin America moves as we hope and expect, what should we,
the United States, do to assure the success of a massive endeavor so
vital in our own interest? We would like the Congress to share our
thinking on these complex matters, even though many of the details
must remain tentative until further explorations take place.

The testimony, Mr. Chairman, will try to give to the committee and
to the Congress our full thinking on these matters in order to assist
the Congress in avoiding the problem either of a blank check on the
one side, or of empty words on the other.

The proposed agenda and the preparations for the meeting of the
American chiefs of state reveal a responsible and realistic approach to
Latin America’s problems. It is very important that the United States
support these initiatives with increased appropriations, which we esti-
mate might be in the range of $1.5 billion over the next 5 years. I
should note here, however, that the predominant part of this figure
would represent additional outlays for ATD programs in agriculture
and education. These additions are suggested to be $100 million in
fiscal year 1968 and an average of $200 million in each of the 4 follow-
ing years.

I would point out that though these would be additional to the
appropriations we have thus far requested, these amounts are within
the level of the $750 million recently authorized by the Congress for
fiscal year 1967, 1968, and 1969.

In addition, we are thinking of somewhere between $250 million
and $500 million for the establishment, under the Inter-American
Development Bank (IDB), of an integration fund to help to smooth
the transition of Latin America into a common market. These funds
would not be needed until specific action is taken by the Latin Amer-
ican governments—probably not until 1969 or 1970.

That would not be an annual figure but would be the constitution
of a standby fund matched by the Latin Americans and be available
for certain types of adjustment assistance and balance-of-payments
operations in connection with integration.

76-461—67 2
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In a very rough analogy, I Would recall that the United States
provided some $350 million in 1950 or 1951 to the European Pay-
ments Union, and some of thos¢ funds still remain undrawn from
that particular fund.

Then we have in mind $50 mllhon a year additional for the next
3 years in our allocation to the IDB fund for special operations, over
and above the current contribution of $250 million a year. Subject to
negotiation with other member governments, the first annual $300
million authorization and ‘Lppropmatlon would be expected to be
submitted to the Congress this year. The addition U.S. allocation
would permit the IDB to channel up to $100 million a year into
multinational projects.

I consider the support 1 lnve‘desm ibed here the soundest kind of
investment in the well-being of this hemisphere. Our commitments
are contingent, of course, on the decisions we expect to be taken by
other crovernments at the summit, decisions that we expect to reflect
their own deep commitment to the program to which all would be
agreeing. We have emphasized, and others understand, that our
assistance will continue to be relﬁted to performance.

The proposed joint resolution seeks the participation and support
of our Congress for the position which we here propose to take
at the meeting next month. In 'this way we shall reaffirm the deter-
mination of the Congress and of the American people to march at
the side of Latin America toward the new era foreshadowed by the
decisions we will reach at Punta del Este.

I emphasize in closing, Mr. Chairman, that this is not an occasion
marked simply by a meeting of the Presidents. The Presidents are
meeting because the hemisphere itself has reached a most important
and, indeed, historic turning point in its affairs.

I have partlcuhrly in mind the moves which are being now made
to move rapidly toward economic integration of the hennsphere
This ideal was mscribed in the Punta del Este declaration of 1961.
In the revisions of the basic charter of the OAS it was spelled out
that economic integration should be achieved in the shortest possible
time.

At our recent meeting in Buenos Aires there seemed to be a strong
forward movement to achieve economic integration during the decade
of the seventies and to bring it to completlon by 1980.

The importance of this decision is very great, and I think one of
the most important things we can do is let our friends in Latin Amer-
ica know that if they do decide 'to move in this direction, as we think
they are now deciding, not only 1will we give certain tangible support,
but also that the United States, as a matter of policy, wishes to encour-
age and support the idea of mtegratlon

“There have been those in Latin America who over the decades have
supposed that it is the attitude 'of the United States to deal with this
hemlsphele on a fragmented basis, country by country, separately,
as if it were somehow in the ‘Unlted States’ interest to keep them
separate from each other.

Those days passed in this post-war period, and it would be a matter
of great encouragement to the countries of the hemisphere to know
that as they make their effort—an effort which will be difficult and
complicated—that they will have the friendly interest and support
of the United States in this great new chapter in their history.
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Thank you very much, Mr. Chairman.

Chairman Morean. Thank you, Mr. Secretary.

Mr. Secretary, in 1959, we established the Inter- American Develop-
ment Bank. In 1960, the Act of Bogota was approved under the
leadership of President Eisenhower. In 1961, the Alliance for Prog-
ress was established under President Kennedy.

Do you feel that this is a necessary further step which the present
administration must take ?

Secretary Rusk. I do, Mr. Chairman. I think that this builds, if
T may say so somewhat modestly, upon the very important steps taken
by both the Kisenhower and Kennedy administrations when they
launched the Act of Bogota, and later the Alliance for Progress.

These have been important resources invested in Latin America
during these past 6 years, but they have been resources which have
evoked a very large Latin American effort. Nevertheless, additional
effort is required.

I would think, sir, as I pointed out earlier, that the $900 million
of this billion and a half that we are talking about is, itself, still
within the range of the order of magnitudes discussed in connection
with the Alliance for Progress, and has indeed been considered by
the Congress in its existing authorization legislation.

Chairman Morean. Mr. Secretary, wounld the existing foreign pro-
grams, aid programs be modified or reduced as a result of the new
operations required under this resolution or the International Devel-
opment Bank?

Secretary Rusk. I think, Mr. Chairman, that the existing programs
of AID—well, we certainly would hope that the existing appropria-
tions for ATID and the actions taken with respect to existing AID
requests would not be reduced.

I might point out that this additional $100 million for the Alliance
for Progress that we are asking for for fiscal year 1968 is within the
President’s overall budget, and a budget revision will be submitted to
the Congress in order to place that $100 million from one account
into another account, for your consideration.

We would call attention to the fact that the hemisphere is now be-
coming very conscious of the need to do something bold and dramatic
about its agricultural sector and about education, and, as the commit-
tee knows, there has been a growing tendency in our own AID pro-
grams to put more and more emphasis upon agriculture—particularly
the production of food—and the educational factor.

We would hope that that would be continued and that the additional
resources that might be made available in connection with this pres-
entation would be heavily aimed in those directions.

Chairman MoreaN. Mr. Secretary, I noticed when you read your
statement that you said that under the resolution an additional $300
million was to be required over a period of the next 5 years, and that
for the next fiscal year the necessary funds could be provided within
the limitation set forth in last year’s Foreign Assistance Act relating
to the Alliance for Progress.

Without this resolution—would the President still find it possible
to ask for the additional money which may be needed under the pres-
ent Foreign Assistance Act?

Secretary Rusk. I think, sir, it is quite right that some of this for
at least the next 3 years—1967, 1968, and 1969—is covered already by
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authorization, but what the President hoped to do was to call the at-
tention of the Congress to the additional effort which he believes, and
many of your leaders have indicated they believe, would be required
if the Latin Americans move as presently contemplated.

We are asking this year, for example, for an appropriation in the
regular budget of $543 million for the Alliance for Progress. We
would expect to add the $100 million on to that and make that $643
million in this next fiscal year.

Now, this figure, Mr. Chairman, I am sure you understand is not the
$300 million that we have in mind if the Latin American integration
proceeds to the point where they need a standby fund. That is a mat-
ter that would have to be taken up in 1969 and 1970, and would depend
upon the nature of the integration and the steps taken by the Latin
Americans before that matter would come up.

Chairman Morean. Mr. Secretary, then you feel that under the
blanket authorization we gave you last year for 1968 and 1969 of $750
million for the Alliance for Progress, plus this year’s funds that will
be appropriated for the Alliance for Progress would still be within
the framework of the $750 million ?

Secretary Rusx. Yes; we have suggested here that what we have in
mind is that these additional funds might run over a 5-year period.
Existing anthorization would run to a 3-year period.

IHowever, I just wanted to point out that the order of magnitude
that we are talking about are within the orders of magnitude which
the Congress. itself, has considéred for the Alliance for Progress and
has inserted in its authorization bill.

Chairman MoreaN. Mr. Secretary, does this resolution commit the
United States to provide additional funds or additional resources to
the Inter-American Development Bank if other countries decide to
increase their contribution? !

Secretary Rusk. I didn’t get the latter part of your question, Mr.
Chairman. ‘

Chairman Morean. Does this resolution commit the United States
to provide additional resources to the Inter-American Development
Bank if other Latin American| countries decide to increase their con-
tribution ¢ ‘

Secretary Rusk. This resolution would express the intent of the
Government—the Congress as well as the President—to strengthen
the Inter-American Development Bank in order that the Inter-
American Development Bank!could assist in the financing of multi-
national projects which would promote Latin American economic in-
tegration. |

We would be negotiating in the Inter-American Development Bank
this question, in addition to the question of what additional contribu-
tions the Latin American countries might make, and negotiating the
use of such funds for financing of these multinational projects. That
meeting comes up I think in the middle of April, Mr. Chairman.

Chairman Moreax. Mr. Secretary, I have one further question.

Do you feel the passage of this resolution is absolutely necessary
to strenethen the President’s hand during the summit meeting?

Qeervetary Rusk. T think it will be very imvortant, Mr. Chairman,
that we have a resolution which would indicate that, when the Presi-
dent speaks to the Presidents'of the hemisphere about these matters,
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he does so for the United States as a whole, that the Congress is with
him. This is somewhat similar to the resolution passed prior to or in
connection with, the Act of Bogotd of 1960 to which you called atten-
tion, and I think also somewhat similar to the resolution in which
Senator Vandenberg played such a major role when we were discuss-
ing the reconstruction of Europe after the war, and the Marshall plan.

Chairman MoreaN. Thank you, Mr. Secretary.

Mrs. Bolton.

Mrs. Borron. Thank you, Mr. Chairman.

Mr. Secretary, it would seem to many of us that one of the impor-
tant things to developing this country is the closer communication
between the administration, or the President and the Congress, and
we have hoped for some time that before any of these events should
take place there might be just such a meeting and exchange of ideas.
It is therefore particularly happy for many of us that this is taking
place and that you are here today with the presentation that you are
making and bringing tous. We are happy that the President should
see the wisdom—after all, we here in the House represent the people
of the country, and I am sure he wants the people of the country
behind him in anything as important as this.

Iwonder, has there been much integration in Latin America ?

Secretary Rusk. There has been a dramatic progress in integration
in Central America. The Central American Common Market has
been moving rapidly and with great effect. That is only a fraction
of the total.

The populatien of the Central American countries is 14 million.
The countries of South America have had their own meeting and are
devising ways and means to move in integration and now have spelled
out a certain calendar for themselves.

At Buenos Aires where, by the way, Mr. Chairman, we had the ex-
cellent assistance of Congressman Kelly and Congressman Mailliard
of this committee—at Buenos Aires they agreed to accept now the
obligation not to place restrictions on trade among Latin American
countries: to establish by a tariff cut or other equivalent measure a
margin of preference within the region—to take the first steps forward
toward a common market, and to work together to bring the two
groups, the group in South America and the Central American Com-
mon Market, together so that they can both move toward general inte-
gration in the hemisphere without getting in the way of the speed
with which the Central American Common Market would be moving.

Mrs. BorroN. How much economic and military assistance are we
giving down there?

Secretary Rusk. Since 1961, I think our total aid has been $614
billion, Mrs. Bolton.

Mrs. Borrox. And you feel that it has been well spent ?

Secretary Rusx. We have been encouraged by the rapidly improv-
ing capabilities of these countries to make efficient use of foreign aid.
T would say in that connection that one of the most valuable instru-
ments in this process has been the CIAP Committee, the Inter-
American Committee on the Alliance for Progress, which screens and
examines the proposals of the member countries before the aid arrange-
ments are actually made. Then the Development Bank has had a
very good effect on this matter.
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There are a number of intangibles as well as the various tangibles
which the President listed in part in his message on this subject.

For example, it seems to be now generally accepted that inflation is
not a good permanent policy for a country to pursue, and disciplinary
measures have been taken by a number of countries to bring inflation
under control. One most interesting development hase been the in-
creasing ability and readiness of these countries to be of assistance to
each other. When one looks at the contribution which Mexico is mak-
ing to the agriculture of the hemisphere, and indeed to agricultural
development in other parts of the world, through sharing improved
s%ed, those possibilities are mounting and will be a part of the total
effort. |

I do think the record steadily improves on this, Mrs. Bolton.

Mrs. Borurox. Mr. Secretary, on page 1 of your statement you speak
of ]])1 f}rturo Ilia, then President of Argentina. What has happened
to him? ‘

Secretary Rusk. He is living in Buenos Aires at the present time.
A new government replaced him between the time that he made this
suggestion and the time that the Presidents will meet.

Mrs. Borron. Thank you, Mr. Chairman.

Chairman Morean. Mrs. Kelly.

Mrs. Kerny. Thank you, Mr! Chairman.

Mr. Secretary, I, for one, certainly welcome this tentative plan
because I think it is long overdue.

To follow up on Mrs. Bolton’s question, could I ask: Was the $6.5
Ilgilljo%1 given in aid to Latin America since 1961 to 1966 all on a grant

asis’ |

Secretary Rusk. No; not at all. Let me get the breakdown.

Mrs. KeLry. You can submit it for the record. I simply wanted to
make clear that much of our aid has been in the form of loans which
have been, and continue to be, repaid.

Secretary Rusk. Yes; if I can submit the figures for the record, it
has been predominantly on a loan basis.

(The following was subsequently submitted :)

T.S. ECONOMIC ASSISTANCE, 19 LATIN AMERICAN REPUBLICS
Net obligations and loan authorizations

|
[In millions of dollars]

Fiscal Fiscal Fiscal Fiscal Fiscal Fiscal Total
vyear 1961 year 1962 | year 1963 | year 1964 | year 1965 | year 1966

Total economic.._____________ 844.2 1, 046. 2 967.4 | 1,228.0 | 1,172.5 {41,268.8 | 46,527.2
Loans ! ____________________ 634. 2 1732.1 649. 7 865. 2 675. 2 4752.3 | 44,358.7
Grants 2 ___________________ 1€0.1 1193.4 250. 3 304.1 240.3 264. 0 1,412.2

Total U.S. contributions to in- !

ternational organizations.___.|.___.______ i 120.7 67.4 58.7 257.0 252.5 756.3
Inter-American Develop- !

ment Bank® ____________|__________ ' 110.0 60.0 50.0 250.0 250. 0 720.0
Organization of American !

States ..o | lo10.7 7.4 8.7 7.0 2.5 36.3

! Includes Social Progress Trust Fund funds administered by the Inter-American Development Bank.

2 Includes technical assistance grants made by the Social Progress Trust Fund and the administrative
costs for operating the fund. .

3 These contributions to the Inter-American Development Bank are in turn loaned to the 19 Latin-Amer-
ican Repubiics. )

¢ Excludes $90,000,000 Export-Import Bank loan to Mexico to finance U.S. purchases.

Source: U.8. Overseas Loans and Grants Special Report Prepared for the House Foreign Affairs Gom -
mittee, June 30, 1965, and June 30, 1966.
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Mrs. Kerry. That is what I wanted to bring out, Mr. Secretary,
because I long regretted the fact that in the 1950’s we gave only about
%75 million a year to the entire Latin America, including Central
America, while we were giving much more than that to, for example,
Yugoslavia. That point was a thorn in my side, and still is.

The solution of the problems affecting Latin America could also
be a solution to many of the U.S. problems—for example, the re-
sources on tap in Latin America could be very helpful to all of us in
the future.

Secretary Rusk. I think, Mrs. Kelly, that there is considerable
excitement about what could happen in Latin America if they had
available to them what is called the economics of scale. Countries
who might be able to nourish industrial development for a market of
$250 million, or within the next two decades perhaps $450 or $500
million are in quite a different position than countries limited to their
own national frontiers.

The attractions for private investment in that situation are quite
different, the ability to develop more sophisticated industry which
can’t be supported with small populations in single countries would
be very great.

T would think we could see some dramatic development as integra-
tion opens up the possibilities of vigorous industrial development, for
the most part, on a private enterprise basis.

Mrs. Kuerry. Then you will agree that the solution of those prob-
lems could be very helpful to the United States and that in the long
run it would make a wonderful contribution to the well-being of the
entire Western Hemisphere, isn’t that right

Secretary Rusk. I think so, Mrs. Kelly. You know, there may be
some people who are nervous about the effect on our trade relations
of industrial development in Latin America, but T would point_out
that Canada, a very highly industrialized country, is our No. 1 trading
partner. Our second largest export market is the European Common
Market, and Japan, another exceedingly industrialized country, is our
No. 3 trading partner. We have found, contrary to some people’s
expectations, that as full industrial development goes forward we
find better customers and better trade partners, and I would expect
that to happen here in this situation.

T think also that the matter of scale is of some importance.

The present gross national product of all the Latin American coun-
tries that are contemplating integration amounts to something like
$75 billion, one-tenth of that of the United States. And yet you have
a country like Brazil that is as big as the United States. There are
enormous possibilities of growth and development in this hemisphere
if the economic, physical and trade arrangements can be worked out
to give it the impetus which it needs.

Mrs. KeLry. Thank you, Mr. Secretary.

Chairman Morean. Mr. Frelinghuysen.

Mr. FrELINGHUYSEN. You have been eloquent as usual in present-
ing your case, Mr. Secretary, but I would like to ask you a few ques-
tions about this resolution.

In the Foreign Assistance Act there is formal recognition by Con-
gress, in section 251, of the unique relationship that the United States
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has with Latin America. The paraphrase of section 251, which seems
to constitute the initial part of the resolution, strikes me as perhaps
undesirable. |

Is it any more than a paraphrase and perhaps an updating of that
language in the act? If so, has any thought been given—certainly not
by us—has any thought been given by you as to the difference in the
language with which we specifieally endorse the special relationship
with Latin America through the Alliance for Progress? Why should
we buy, without really having a chance to digest it, changes in the
language when we already have pretty solid language in section 251
with respect to our relationships with Latin America ?

Secretary Rusk. May I ask to which paragraph—

Mr. Freuinenuysex. All the preambulatory langnage, Mr. Secre-
tary. Would there be anything lacking if we took out all the “Where-
ases” because there is already Janguage in the existing legislation;
namely, section 251. VWhat is the point of this fulsome language with
respect to our relationships? |

Secretary Rusk. I think, sir, there was no intention in this resolu-
tion to present major departures of policy. I do think it was felt that,
in drawing together this expression of policy and intent on the part
of the Congress, it was well to draw together those elements which are
important for the decisions which the Presidents of the hemisphere
will consider at their meeting at Punta del Este in the middle of April.

It will be for Congress, of course, to consider the exact language in
which it wishes to reflect these matters of policy, but there was no pur-
pose here to avoid or change the statement of these policies as they
have appeared elsewhere in action taken by the Congress.

Mr. FreninenUysEN. By updating and reparaphrasing what we al-
ready have now in legislation, are we casting some doubt on the lan-
Quage in section 2512

Secretary Rusk. I think that is a matter that could be examined to
see whether or not there is any clash or conflict there that needs resolu-
tion or whether some language might not be improved here.

Mr. FreLiNeruysEN. Perhaps this is unfair, but to submit a resolu-
tion which needs to be acted upon affirmatively before the President
leaves for South America looks like pointing a gun at the head of Con-
gress and saying: :

If you do not act, this will be an evidence of your lack of support for what
he is trying to accomplish in South America.

It doesn’t seem fair that this should be the case, especially as Con-
gress specifically described already our relationships and our desire to
help Latin America. !

You say this resolution is going to show that we are prepared to
work with them in partnership. I refer to page 2 of your statement.
Well, surely we can do that without a new resolution. If we get down
to the guts of the resolution, the recommending, operating paragraphs,
this seems to me very unusual language, that the Congress recom-
mends that the United States provide an increase in assistance under
the Alliance for Progress. |

To whom are we recommending? This is an increase over what?

Surely the President now has authority within the ceiling already
granted, as you have pointed out, the right to request an Increase.
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Are we committing ourselves to an increase the size of which can’t be
specifically delineated? Or are we confining ourselves to the ceiling
which we already authorized?

In the next “Recommending” paragraph, the Congress recommends
that the United States be prepared to make available significant addi-
tional resources. Do you mean above any ceiling which might have
been established ?

I think it is unwise for us as far down the road with this loose lan-
guage such as this. I am not saying I am in any sense hostile to what
might be attempted, but you suggest there is some psychological
reason why the President isn’t going to be believed unless he comes to
Congress and gets what looks like close to a blank check from Con-
gress. You do this on a last minute basis, with little or no time for
discussion of the pros and cons of what might be needed from Con-
gress. You say in your statement that the tangible support to be pro-
vided is relatively small and can be done within existing ceilings.
Then presumably 1t is a psychological problem ?

Secretary Rusk. Well, Mr. Frelinghuysen, first on the matter of
time, it was, we felt, necessary to get a very full reading on the real
intentions of the hemisphere on such an important matter as economic
integration by hearing them out fully at the recent Foreign Ministers
meeting in Buenos Alires.

It was also felt by the hemisphere that they should move relatively
promptly to a meeting of the Presidents.

Now, that gave us only limited time in which to consult the Con-
gress. On the matter of consultation, I was very much interested and
very much appreciated a remark that Mrs. Bolton made on that sub-
ject a moment ago.

There is, I suppose, a certain dilemma under our constitutional sys-
tem about how the President and the Congress can best act together,
and particularly in those situations which are prefinal negotiation.
On the matter of economic integration, for example, there is a lot to
be done between now and 1969 and 1970, but we are convinced, for
example, on this point, that they are serious about it and will move on
it, so we are asking the Congress to consider saying with us, “If you
do in fact move, the United States will be with you.”

Now, it isn’t easy to consult in general, because quite rightly you
want to know what that means, and so we have tried m our testimony,
and in our message, to given you specifically the things we have in
mind that would be covered by the general language of the resolution.

Mr. Freuivenuysen. Surely, the language of the law under which
you are presently operating indicates that the United States is going
to continue to deal with Latin America in its efforts to improve itself.
If integration is one of the ways to achieve improvement, surely, we
don’t need to spell out in very fuzzy language just how far down the
line we would be willing to go with respect to something that hasn’t
yet been fermulated.

In other words, what kind of language is this that the Congress
recommends the United States be prepared to make available sufficient
additional resources over a period of 5 years? We don’t know now
what kind of demands are going to be made upon us. Surely, we cer-
tainly haven’t closed the door by not taking a position beforehand.
Specifically, we are willing to make a recommendation to whom ?

76-461—67——3



14 SUPPORT FOR NEW PHASE OF ALLIANCE FOR PROGRESS

Secretary Rusk. Mr. Frelinghuysen, on that point I think there is
a very important political factor here in the hemisphere as well as in
this country. Between now and 1970, the governments of the hemis-
phere will be taking up in their own legislative chambers very im-
portant and far-reaching matters of law and policy having to do with
mtegration. This is not going to be a simple process—there will be a
good deal of controversy about it.

Imagine what kind of debate we would have here if we were to
propose fairly soon that we ourselves undertake a common market
with, say, half a dozen countries. There would be a major discussion
here in this country. It would be very important in this discussion in
Latin America for them to know that the United States is encouraging
and is in favor of such an integration if they wish to proceed with it.
I think that this could be an important part of the psychology and the
politics of the problem as Latin America itself moves toward integra-
tion. Some expression, timely, in relation to the Foreign Ministers
meeting, the Presidents meeting, could be important from a political
as well as a practical point of view.

Mr. FaresteIN. Would the gentleman yield ?

Mr. FrRELINGHUYSEN. My time has expired.

Chairman Morean. Mr. Hays.

Mr. Hays. Mr. Chairman, I think it is fair to point out, as Mr.
Frelinghuysen was saying, we were faced with this same situation to
a degree back in 1960. I think I first heard about the proposed resolu-
tion from the Eisenhower administration when I was in Los Angeles
at the Democratic National Convention, and Mr. Dillon, who was then
going to Bogoté, wanted some assurance—do we have a copy of that
resolution around ?

Secretary Rusk. There is a copy here, Mr. Chairman.

Mr. Havs. Anyway, the Democratic Congress in reply, in response
to a request from the Republican administration, passed such a resolu-
tion and gave Mr. Dillon some backing before he went down there,
and I am sure the gentleman from New Jersey supported it at that
time, I don’t remember exactly. It was approved on the 8th of
September 1960. ‘

Mr. FreLineHUYSEN. I assume one of the reasons the administration
is currently asking for a resolution is that Dillon got in trouble, despite
the fact there was a resolution passed before Bogot4, with respect to
the promises he made for a decade ahead. i

T am not opposed to the President of the United States being able
to say that we continue to be friends and will encourage the Latin
Americans to help themselves—I am for it—but I am saying that this
language is very badly phrased.

Mr. Havs. You are taking my time, you already had 10 or 12
minutes. |

Mr. FreLineHUYSEN. 1 appreciate that the gentleman yielded.

Chairman Morcax. Mr. Hays. )

Mr. Havs. Anyway, I would point out this was done, and the Presi-
dent, you might say, 1s on the firing line, whatever he does. If he
calls in a group of people as he did last week, then presents a resolu-
tion, as he is doing today, people then say he is asking for a blank
check. Ifhe goesdown there and says, “I will try to commit my coun-
try to so and so,” then they say he committed the country to a lot of
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things he couldn’t deliver, so this is, of course, one of the benefits of
being in the minority. You can call your shots in either direction,
and whatever the Chief Executive does, he is wrong.

I think, for my part, I prefer to be consulted before the fact rather
than after the fact, and I appreciate the fact that the President is
doing it this way rather than going down and making a commitment
and then asking us to sugport it.

T might say, some members were out of town Friday, but T happened
to be here and went down. There were about 40 people from Congress,
some with such diverse opinions as Senator Morse and myself, and
everybody was unanimous in saying the President had done the right
thing and that everybody there, both Democrat and Republican, said
they would support it.

Now, there are two things on this, Mr. Secretary, that intrigue
me. One is, of course, as I stated last week, the fact that we are
going to try to cut down on military aid and do more on the economic
side, because I don’t think military aid in Latin America would do
anything but give these people something to use against each other.
T don’t see that it is going to protect them for anybody outside the
hemisphere.

A second thing—and I would like to clarify it a little if I may, and
then ask you to answer this question very briefly.

Ten years ago—I was checking with the staff—a small subcommittee
which I had the honor to Chair, including Mr. Selden and Mr. O’Hara
and Mrs. Church, who is no longer here in Congress, made a trip to
Africa, and second only to Mrs. Bolton, who made a trip alone, it
was the first time a congressional committee from the House had ever
toured this part of the world.

I guess we got raked over in the press for being junketeers, but I
thought I found out a lot of useful information.

I recall one of the people we talked to at length was the President
of Egypt, Mr. Nasser, and I am a little bit hazy about the figure, but
if I remember correctly he told us that one of his big problems wasg the
fact that every time the sun came up in the morning, I believe the
figure he used was he had 1,500 more mouths to feed than he had when
it went down the night before.

In other words, every 24 hours, there was an increase of something
of that order of magnitude in the population.

I recall that either in that conference with the President or after-
ward in conference among ourselves we figured out that by the time
the Aswan Dam was completed it would provide enough new acreage
and enough food to just feed at the same low level of existence the
population of Togypt that would be born from the time it started until
it finished—it wouldn’t add anything for the population that was
already there.

Now, isn’t that one of the big problems in Latin America, and do
you really think—and I am not trying to put you on the spot, I am
sympathetic, but I feel pessimistic—do you think we can do anything
about this problem? Are the countries attacking it, and is it possible
to increase agriculture sufficiently to keep the increased population
at a bare level of existence people have now, or are we running as
hard as we can on a treadmill to catch up a little bit? What do you




16 SUPPORT FOR NEW PHASE OF ALLIANCE FOR PROGRESS

forsee? You don’t have to comment if you don’t want to on popula-
tion control.

Secretary Rusk. I will be glad to comment on the two points you
raised.

First on the military assistance, I think there are three specific fig-
ures that would be of some interest to the committee on this particu-
lar point. ‘

Tirst, the defense budgets of the Latin American countries repre-
sents 134 percent of their gross national product. Compared to the
world as a whole, that is a relatively low commitment of resources to
defense.

Secondly, of all of our aid to Latin America, 7 percent has been
military assistance.

Third, of all of our military assistance, 7 percent has gone to Latin
America. j

This does not mean, Mr. Hays, that waste is to be commended.
We have pointed out to some of our friends, for example, what to me
is a rather dramatic figure, that one supersonic aircraft squadron can
build and maintain a university.

Now, the situation on this matter of military expenditure varies
considerably in different parts of the hemisphere. 1 think we would
be hard put to say, for example, that Guatemala or Venezuela have
more military forces than they need at the present time, for they are
rather busy these days. Nevertheless, there are certain others who
have been considering moving to new levels of sophistication and new
levels of cost. It is my impression, sir—and I can’t speak for them
on the present circumstances—it is my impression that they them-
selves are considering what they can do to accept some limitations
on defense budgets in order to avoid a prestige race in highly mod-
ernized and sophisticated weapons. This is something they can do
more easily on their own than through unilateral pressures. They
have their problems, too, but T hope some progress can be made on
that, and I share Mr. Hays’ concern about the possibility of waste
when there are so many other things to be done.

Tncidentally, this is a major problem for us and one of the reasons
why we would like to see a little peace in the world. This year the
defense budget of the United States equals the total gross national
product of the rest of the hemisphere combined, if you leave out
Canada, almost exactly the same figure, just under $75 billion.

Mr. Hays. What about the population?

Secretary Rusk. Now, on the population matter, sir, this is a prob-
lem particularly in terms of rates of investment and the utilization of
resources. Certain steps are being taken in the Hemisphere, and I
have perhaps made the mistake of commenting on some of those steps
in a way that makes it more difficult for those governments to get on
with it. We could, in executive session, go into some of the specific
steps. !

Mr. Hays. Please don’t say anything that will make it more
difficult.

Secretary Rusk. This is, as you know, in most countries something
of a controversial question, and I would not wish to make it more
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difficult, but it is an important question and requires a pretty strong
effort if the Latin American countries are to achieve and sustain the
2.5 percent per capita increase in productivity which was the target
of the charter of the Punta del Este.

Chairman Morean. The gentleman’s time has expired.

Myr. Broomfield.

Mr. Broomrrerp. I will yield my time to Mr. Frelinghuysen.

Chairman Morcan. Mr. Frelinghuysen may have 5 minutes.

Mr. FreLingauyseN. Thank you; T appreciate this.

Mr. Secretary, I would like to begin by saying that I am sure you
realize, if maybe some of the members of the committee do not, that
in asking these questions about the language of the resolution I am
not seeking any partisan advantage at all. I see no basis for any par-
tisanship on this matter.

I happen to feel sorry for the President of the United States. I
would like to strengthen his hand in any way I can so far as his han-
dling of foreign policy is concerned. He gets enough sniping from
the Democrats, it seems to me.

However, I am concerned about the specific language you are asking
us to approve. :

Could we take up the last recommending clause in the resolution:

The Congress recommends that the United States be prepared to make avail-
able significant additional resources over a period of 5 years * * *

I assume that this is in reference to the money that we assume is
going to be needed to establish, or to make a U.S. contribution to,
this so-called integration fund. This fund, as you describe it, is going
to help smooth the transition of Latin America into a common
market. Isthatcorrect?

Secretary Rusk. The additional resources, Mr. Frelinghuysen,
would refer to, first, the contingency of an integration fund along in
1969 or 1970 if the Latin Americans do in fact, as we expect them to,
proceed to united integration.

Second, an increase in the replenishment of the Inter-American
Development Bank by $50 million.

Third, an increase in the appropriations for the Alliance for
Progress.

T would simply point out, so far as the Alliance for Progress is con-
cerned, that the magnitude we have in mind is within the existing
authorization.

‘We consulted about this paragraph, Mr. Frelinghuysen, on the point
as to whether the figure the President used in his message should in
fact be included in the resolution. There are certain contingencies
about that figure, depending upon what our friends in Latin America
do, and particularly with regard to integration.

The general view expressed by many on this end of Pennsylvania
Avenue was that, since one could not be precise about the figure, it
might be better to leave the figure out and speak of significant addi-
tional resources. I would say that that would mean in addition those
which we have been appropriating and not necessarily in addition to
those that have been authorized.

Mr. FreLiNneHUYSEN. Mr. Secretary, your answer surprises me.
You say that these additional resources refer both to additional con-
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tributions to the Inter-American Development Bank and to the pro-
grams under the Alliance for Progress.

I would assume that the first paragraph disposed of the importance
of making contributions to the Inter-American Development Bank.
That language seems to be aimed at that area, and the next to the last
paragraph would seem to apply specifically to the Alliance for Prog-
ress programs. Yet now you say that the final paragraph refers to
all three of those areas.

Secretary Rusk. As I read the resolution—and I might need some
advice from my lawyers on this—I read the last paragraph to be in
effect a summation of the rest of them.

Mr. FreLiNeaUysEN., Well, ifit is a summation, I can see how there
might be some value in it, but in part at least it is referring to a situ-
ation that is so far down the road that, as you have just said, it is
impossible to be precise about any figure.

Why should we commit ourselves through this language to support
activities which aren’t even going to be formulated for a couple of
years, and which will not need to be acted upon until 1969 or 19707
‘Why do we need to strengthen thie President’s hand with respect to that
kind of contingency? ‘

Secretary Rusk. I think one of the points here, Mr. Frelinghuysen,
is that our Latin American friends and American businessmen who
have been very much interested in economic integration of Latin
America feel that it is important for us to express approval and sup-
port of the idea of integration in order to support the processes in
Latin America by which integration comes about.

Mr. Frerineauysen. If all you are seeking is an expression on the
part of Congress that we think the integration of Latin America is
a good idea, we could come up with a resolution that wouldn’t look
remotely like this one. That ‘would be quite simple, and we might
avoid some of the questions that I have been asking about the details
here. This language would séem to come mighty close to an actual
authorization for something that we cannot yet be in a position to
know whether we approve of it or not—at least I would find myself
hard put now to authorize funds to establish an integration fund.

I have no reason to oppose a suitable resolution, and I am not try-
ing, as I have said, to cut the President down to size and make it im-
possible for him to say anything of consequence—of course he should.
But we already have substantial language under which he can operate,
and there should be no psychological handicap because Congress does
not prepare a resolution the day before he leaves for a conference with
the heads of state. ;

Chairman Moraan. The time of the gentleman from Michigan has
expired. :

My, Selden? ‘

Mr. Serpex. Thank you, Mr. Chairman.

Mr. Secretary, am I correct in stating that the administration’s re-
quest for this resolution, accompanied by the President’s message, is
an effort to spell out to the Congress in advance the plans that our
Govez:lnment has in connection with Latin America for the next 5
vears?

Secretary Rusk. That is correct, sir.
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Mr. Seipen. Am I also correct in stating that the wording of this
resolution does not constitute an authorization of funds for any of
the programs or projects that are referred to in your statement or in
the President’s message ?

Secretary Rusk. That is correct, sir; we have not asked for author-
ization in this bill partly because the economic integration of Latin
America has not yet taken sufficient form for us to be able to present
it for purposes of authorization, partly because a portion of these
funds referred to in this bill has already been authorized at least for
the next 2 or 3 years.

Mr. SeLpEN. Aren’t we saying, in effect, in connection with the
economiec integration of Latin America, that if the Latin American
countries go ahead satisfactorily with this program we are willing to
cooperate?

Secretary Rusg. That is correct, sir.

Mr. SerpEn. And in your opinion, is this resolution not similar to
the resolution that we passed in 1960 in connection with the Bogota
Conference?

Secretary Russ. That is correct, sir. The one exception there was
that there was a specific figure in that resolution, as I recall it.

Mr. Serpen. And while there is no authorization of funds in the
resolution, you are spelling out in your statement as the President’s
message—and I might add that when I speak in connection with this
resolution on the floor I also intend to spell it out—the maximum ad-
ditional amounts that you feel it will be necessary for our govern-
ment to spend in Latin America in the next 5 years ¢

Secretary Rusk. That is correct, sir, and that is to demonstrate that
we are not asking for a blank check but, on the other hand, are asking
for something more than expressions of general purpose at the highest
level.

Mr. SerpEx. Well, let me say, Mr. Secretary, that I for one feel
that it is much better to come to the Congress in advance and spell out
what the executive branch expects to recommend than it is for the
President to go to a conference and make certain commitments which
may or may not be approved by the Congress. Consequently I ap-
prove the purpose of this resolution and have cosponsored it.

Thank you, sir.

Chairman Morean. Mr. Whalley.

Mr. Wiarrey. Thank you, Mr. Chairman.

Mr. Secretary, does the reference to military expenditures on page
6 infer that Congress should give military assistance to the Latin
American countries?

Secretary Rusk. You are referring to my statement, Mr. Whalley ?

Mr. WaALLEY. Yes.

Secretary Rusk. Noj this is an item which svas placed on the agenda
of the meeting of the Presidents at Latin American initiative. This
particular paragraph is a matter for discussion, but there is nothing
in the bill in front of you which asks the Congress to make a decision
on that point. That 1s, in the first instance, a problem for the Latin
American countries.

Mr. WaanLey. On page 5 vou say that a Common Market is a goal
in Latin America. Would the United States be a member of that
market ¢
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Secretary Rusk. It is not contemplated that we would be, no, sir.
We are a world trading nation, with heavy trade with other parts of
the world. We are concentrating now on the Kennedy round, in the
course of which we hope to reduce some of the barriers not only to our
trade but to the Latin American trade, but it is not contemplated we
would join a hemisphere Common Market within the framework of
the matters that are now being discussed. That did not come up at
the Foreign Ministers meeting, for example, and is not likely to come
up at the Presidents’ meeting.

Mr, WaatLey. Wouldn't it have been better for the United States
if Canada had been a member, ior is there any chance that Canada
might become a member of OAS?

Secretary Rusk. Canada has' been discussing the possibility of
membership, and the members of the OAS have made it clear they
would welcome Canada, but Canada has not yet come to a conclusion
on that.

The committee might be interested to note that Trinidad and To-
bago became a member at the recent Foreign Ministers’ meeting, and
though the procedures that were adopted since then, so we have added
one member to the hemisphere.

Mr. Wrarrey, On page 3, you say that 19 Latin American coun-
tries have contributed $91 billion in 5 years for their own develop-
ment. Has this been pretty much from all of the 19, or are certain
countries contributing most?

Secretary Rusk. This has to do with the total investment as taken
from the United Nations Hemisphere Statistics. I might ask one of
my colleagues to comment on whether there have been great differ-
ences in the rates of investment.. Mr. Solomon.

STATEMENT OF HON. ANTHONY M. SOLOMON, ASSISTANT
SECRETARY OF STATE FOR ECONOMIC AFFAIRS

Secretary Soroaron. Generally speaking, sir, the average invest-
ment as a percentage of gross national product in Latin America has
been running around 12 percent net, in that range, which means gross
investment of around 17 percent. There is variation from country to
country, but I do not feel that aside from the variations of per capita
income and population the percentage is significantly different from
country to country.

Mr. Wiartey. Thank you, Mr. Chairman.

Chairman Moraean. Mr. O’Hara.

Mr. O’Hara. Thank you, Mr. Chairman.

Mr. Secretary, as a memberof the Congress I am very pleased that
the President has asked for my guidance and my counsel and, as an
American citizen, I'm very much pleased that the President has said
that he is asking the American people to consider his recommenda-
tions and that he will look to the judgment of the people. As a
Member of Congress, I like that; as an American citizen, I like that.

May I commend you for the caution and restraint in your state-
ment. You are not glorifying with idle promises. You say, in sub-
stance, we have an agreement of hemispheric solidarity, and we will
work with our money and with our hearts with our Latin American
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friends in the good works they may undertake, and to which they
give their wholehearted support and contribute their money. We
will not go it alone.

Mr. Secretary, what are the minimum requirements for a common
market ?

Secretary Rusk. I would think, sir, the reduction of tariffs among
the members of the common market, possibly with a common external
tariff in sectors of the economy where those are required, and the
development of the physical facilities of trade and commerce among
the members of the Common Market. Those would be the most ele-
mentary aspects of a Common Market, I would suppose.

Mr. O’Hara. What would you say is the shortest time within which
we might reasonably expect these conditions to be met if everything
works favorably ?

Secretary Rusk. The Latin American countries undertook in the
Foreign Ministers meeting to pursue a policy now of not increasing
obstacles, and to move promptly toward gradual reduction of tariffs
among themselves.

The decade of the 1970’s has been designated as the decade for in-
tegration. The more formal steps are likely to be worked out between
now and 1970, and those steps are expected to be completed by 1980.

Mr. O’Hara. Well, Mr. Secretary, when you were being interro-
gated and to a certain extend lectured by my distinguished colleague
from New Jersey, I was reminded that his great grandfather was
Secretary of State occupying the position that you so well honor now,
and some of his remarks I thought went back to that period.

Thank you, Mr. Secretary.

Chairman MoreaN. Mr. Gross.

Mr. Gross. Mr. Chairman, I hope the Secretary doesn’t have a
luncheon engagement and, if he does, I hope he will come back tomor-
row, because I have a number of questions, and I am sure I can’t get
them asked and answered in 5 minutes.

Where was this resolution prepared—in the State Department, Mr.
Secretary ?

Secretary Rusk. It was prepared in the State Department with the
assistance of the Treasury and other agencies, but also was modified
in the course of consultation with people in the Clongress.

Mr. Gross. When was the date for the Punta del Fate meetine set ?

Secretary Rusk. It was recommended to the Presidents by the
Toreign Ministers at the recent meeting in Bnenos Aires which closed
approximately 214-3 weeks ago.

Mr. Gross. And only yesterday it was determined the President
would send up a message and that we would get a resolution over-
night?

Secretary Rusk. There has been considerable consultation with
Members of the House and the Senate and, as you know, a meeting of
the leadership in the White House last week. All of these things had
to do with how we would proceed and whether we would proceed with
a resolution and, if so, what type.

Mr. Gross. Mr. Secretary, I resent trying to jamb this sort of thing
down our throats on an almost overnight basis; I don’t like it at all.

T thoroughly agree with the gentleman from New Jersey, Mr. Frey-
linghuysen. You can slice as thick or as thin as you like—this reso-
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tution does not mean a commitment on the part of the Congress of
the United States, and without a bill of particulars to go with it.

The Alliance for Progress was set up and with it went a goal of
$300 million a year in new private U.S. investments in Latin America.
How has that been going? ‘

Secretary Rusk. That has varied from year to year. We would
like the level of net new private foreign investment to return to the
level of the 1950’s, at least $300 million annually. At the present
time it is back to $171 million from the disastrous results of 1962 when
there was a net loss of $32 million.

Mr. Gross. Those are American private investors who, as evidenced
by their investments in 1962 and 1963, invested on an average annual
basis of $23 million a year or less.. They have little confidence in Latin
America as of now? :

Secretary Rusk. I think there was a sharp drop, Mr. Gross, in con-
nection with the Castro problem, and some of the disturbances which
the Castro problem had created in the Hemisphere. I do think that
is moving upward, and perhaps rather sharply so.

I have met with a good many businessmen on this matter, and I
have no doubt that there is a very substantial backlog of interest on
the part of American private investors in Latin America, and that
the idea of the economic integration is a highly stimulating develop-
ment behind this readiness for investment.

Mr. Gross. Mr. Secretary, the President, in his message yesterday,
said that the alliance—quoting from page 2—

Is 6 years old. What can we say of it?
Then he says: !

Tor tens of thousands of families, the most fundamental conditions of life
are improving; 350,000 housing units have been, or are now being, built.

That is at the rate of less than 60,000 per year.

Then turn to page 4 of his statement where he says:

Over a million new homes should be built each year.

Are we committing ourselves to finance the building of over a mil-
lion new homes in Latin America in the future?

Secretary Rusk. The figures on page 2——

Mr. Gross. Just a minute, and then you can comment.

He also says that 28,000 classrooms have been built. That is at
a rate of less than 5,000 per year, but on page 4 he says that hundreds
of thousands of new classrooms should be constructed.

Are we being committed to construct hundreds of thousands of new
classrooms ? ;

He says that farm production should be increased by 6 percent
a year, and that would double the present rate which is only 3 percent.
Are we going to expend the money on Latin America to increase their
agricultural production to the rate of 6 percent ?

Secretary Ruskx. Mr. Gross, I think the figures on page 2 refer
to those activities in which some U.S. financing has participated. The
needs expressed on the other page have to do with the total economies
of these countries and their longer range requirements.

To put this in some perspective, U.S. assistance to Latin America
represents something on the order of between 1 and 2 percent of the
gross national product of the Latin American countries. In other
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words, what the 98.5 percent of their gross national product will do
and will achieve obviously makes a tremendous difference in what
happens in the Hemisphere, but our 1.5 percent is able to stimulate
and galvanize for improvement of quality and for meeting certain
specific foreign exchange requirements and for getting external expert
assistance, and things of that sort.

Most of these needs that are referred to on page 4, the overwhelming
majority of those needs, will be taken care of by the Latin Americans
themselves to the extent that they can within their own economies
and within their own productivity.

Mr. Gross. Mr. Secretary, that is the hope you expressed, but let
me quote another of your hopes.

Following the upheaval in the Dominican Republic, you called on
the OAS to provide promptly a standby military force. Has that
standby military force been created ?

Secretary Rusk. No, sir.

Mr. Gross. Of course not.

I don’t know whether you agree or disagree with this statement in
U.S. News & World Report, quoting a Latin American diplomat, who
said, “Somebody should tell the truth about Latin American govern-
ments, how they don’t believe in self-help, how they don’t believe in
competition, how they always want an economic crutch supplied by
somebody else”—and I should say, parenthetically, that somebody
else is us—“and yet outvote the United States 19 to 1 on the Organi-
zation of American States.”

I would think that some day you would come here and make a
case for the Latin Americans if you want us to expend taxpayer
money in the billions. I would think you would come in and give
us a success report once in awhile instead of asking us to underwrite
what they fail to do for themselves in Latin America.

Secretary Rusx. Well, Mr. Gross, I don’t recall any vote on which
we were outvoted 19 to 1 in the Organization of American States.
We have been acting from a solid majority in that organization on
such controversial matters as providing an international peace force
for the Dominican Republic to the near unanimity we had on the
issues that arise in this conference in front of us.

I have had connections with Latin American development as a pri-
vate citizen, as well as an official, now for about 13 years, and I cer-
tainly cannot agree with the remark attributed to some Latin Ameri-
can diplomat that these people do nothing for themselves.

I have seen a lot of dedicated service and commitment of local
resources to get on with the job for their own people.

Now, they have many problems, as do we. If we will look back at
some of the problems of development which we had in this country
along about the turn of the century, I would think we could have a
deep understanding and sympathy with not only the urgent necessity
for development but some of the social and other complexities in get-
ting it moved forward.

We started out in this country trying to give attention first to simple
improvements in health. We soon discovered that you can’t do that
unless you can do something about education, and you can’t do any-
thing about education unless you have a stronger economic base on
which to support education. All of these things have to be woven into
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a pattern of advance on a broad front, and it isn’t easy to achieve these
at a rapid pace under government institutions because the govern-
ments have congresses, and other things, which make it complicated.

I think these people in the hemisphere have been moving—not as ef-
ficiently as we, as we would like to see them do, and with not all the
results we would like to see them achieve—but they have been moving
stubbornly and courageously and I think are motivated by the very
great purposes with which we need to associate ourselves.

Chairman Moraan. The gentleman’s time has expired.

Mr, Farbstein. ‘

My, Farssrery. Thank you, Mr, Chairman.

It is good to see you again, Mr. Secretary.

I would like you to tell me, Mr. Secretary, whether or not in your
opinion, in view of the language contaired in the President’s message
and also in the resolution, this'is an open end resolution.

Secretary Rusk. This resolution would not take the place of the
regular submissions of the President, asking for specific authorization
and appropriation for the purposes of this resolution. It certainly
would not take the place of the specific authorization acts which the
Congress regularly approves or disapproves in its judgment, and is
not a substitute for the appropriations procedure.

This is a declaration of policy, a declaration of intent in effect, with
full notice of what is involved and what is not involved.

Mr. FarpstEIN. In other words, in view of the fact that the sums
referred to here are contained in the authorization of $750 million,
the purpose of the message and of this resolution is to dramatize, is
it not, the attendance by the President at the conference and to show
that the intention of our Government is to assist in the integration of
the South American countries.

Secretary Rusk. That is one of its primary purposes, sir, in order
that the President may speak for the Nation with the support and
understanding and partnership of the Congress on a bipartisan basis
in this great enterprise which the Latin Americans are now turning
to—the great enterprise being primarily moving toward economic
integration and, secondly, to increase their own effort in development
under what we know as the Alliance for Progress.

I might just add one further factor, if I may, sir, for just a moment.
This hemisphere is where we live. This hemisphere is home for us
and the other nations of this hemisphere. At a time when most of
the headlines have to do with Vietnam or events in China, or some
of the problems we have had in NATO, I think the Presidents in the
hemisphere feel that it is very important for the peoples of the hemi-
sphere and abroad to have their attention drawn impressively to what
is happening in the hemisphere, its performance, its needs for the
future, and not let the affairs of the hemisphere in any way be
neglected or forgotten.

Mr. Farpstrin. 1 would like to go to another subject in this con-
nection, because when you talk of integration I presume you mean,
among other things. Common Market.

Now., the Kennedy round isn’t working out so well in Geneva, is it;
orisit?

Secretary Rusk. Well, we are in the closing, tough and we hope
final, stages of negotiation.. We hope to have some report back to
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the Congress on that within 4 to 6 weeks. We are in the final stages
where everybody is sitting up late at night hammering away at the
tough negotiations that are going on there. ) )

Mr. Farestrin. Well, now, in view of our experience with the
Common Market on the continent, do you anticipate it will redound
to our mutual benefit, both South America and this country, with the
formation of a Common Market in South America. o

Secretary Rusk. Oh, I would think, sir, that the organization of the
Common Market on the continent, to begin with, has been very much
in our interest. OQur trade with the Common Market in Western
Europe has doubled in the last few years.

Mr. FarsstrIN. I appreciate that.

Secretary Rusk. I think we could expect that a rapidly growing,
increasingly strong Latin American economic system would be not
only an effective customer for our production but also an important
supplier of some of our basic materials that we need.

Mr. Farestrin. The main difficulty on the continent now is agricul-
ture, insofar as setting a price for agriculture. This is causing some
difficulty, and perhaps may even wind up with a war around the Com-
mon Market on the continent.

Do you think that our relationships with the countries of South
America are closer than that with Europe, and hence we could look
for more favorable possibilities of trade with the countries of South
America, even though there will be a common market, than what we
can anticipate insofar as the countries on the continent are concerned ?

In other words, is our relationship with South America closer than
that with the continent, and hence can we look forward to more favor-
able trade relations than we perhaps could look forward to on the
continent even though our business has increased on the continent?

Secretary Rusk. It is our expectation, based on what we know of
the trade relations between ourselves and Latin America, as well as
our experience with the European Common Market, that our own
trade with the Latin American Common Market would increase.
This has been the case with our own exports to the EEC in Europe
and to the EFTA countries. In the course of about 7 years our trade
with those countries doubled.

We have little doubt that a rapidly growing Latin American Com-
mon Market would be a very important market for American exports
as well as an important source of imports for us.

Mr. FarestEin. Thank you very much.

Chairman Moreax. Mr. Morse.

Mr. Morse. Thank you, Mr. Chairman.

Mr. Secretary, as a practical matter, since your statement includes
the figure of $1.5 billion and will necessarily be incorporated by refer-
ence in whatever the House acts upon in the form of a resolution, I
think we ought to admit that what we are doing is committing our-
selves to a new authorization of at least $1.2 billion, since if in the
future the authorization were not forthcoming it would be a breach
of faith on the part of the United States. Isn’that correct?

Secretary Rusk. I think, sir, there are some other factors which
would be taken up at the stage of specific authorization.

For example, I am quite sure the executive branch, as well ags the
Congress, would wish to know a great deal about what a Latin Ameri-
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can Common Market is, how it plans to relate itself with other trad-
ing areas, what in fact is happening and what those needs might be
x;ith respect to any integration adjustment fund, and that kind of
thing. |

In the case of AID, as you know, we have been trying to exert great
effort in the direction of self-help, and I think the Congress would
want to look at the self-help aspects at the authorization stage as well
as the appropriation stage.

I think what is before you now is not complete, not as complete and
detailed as would be an authorization bill or appropriations request.

Mr. Morse. But it will be understood in Latin America as an im-
plied commitment, Mr. Secretary.

Secretary Rusg. We have tried to make clear, and I think the reso-
lution itself helps to do that. that what is done on the other side is cru-
cial as to what we should do.

Mr. Morse. Earlier in your statement you do make reference, in
paragraph 3 on page 6, to what might be done to improve trade condi-
tions for Latin America, including the reduction of discrimination
against Latin American exports to the rest of the world.

I wonder whether there is implied preferential arrangements be-
tween the United States and Latin America.

Secretary Rusk. Not at this stage. On that point, as I indicated,
we are concentrating very hard on the Kennedy round discussions,
and I think all of us in this so-called industrialized world may at some
stage have to take a look at the total trade relationships between the
industrialized world and the developing countries. But we are not
in that stage at this point. f

Mr. Morse. How many of the Latin American countries are parties
to GATT?

Secretary Rusk. I believe three, sir, but may I amend that if it
proves to be wrong. !

Mr. Morse. Have these three used GATT to expand their trade?

Secretary Rusk. They are taking active part in the negotiations,
now. :

May I supply for the record the exact names of the countries that
are now in the negotiations in GATT?

Mr. Morse. I would appreciate that.

(The following information was subsequently submitted :)

LATIN AMERICAN COUNTRIES NOW IN THE NEGOTIATIONS IN GATT

(DECEMBER 1966)

Argentina (will) ! Nicaragua
Brazil i Peru
Chile ' Trinidad and Tobago
Dominican Republic i Uruguay
Jamaica i

CONTRACTING PARTIES TO GATT
Barbados | Jamaica
Brazil ! Nicaragua
Chile . Peru
Cuba Trinidad and Tobago
Dominican Republic ! Uruguay
Guyana : Argentina (has acceeded provisionally
Haiti ‘ to the GATT)
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Mr. Morse. Can you also advise me now—or later, if you don’t have
the information available—as to why the other 16 have not sought
membership in GATT?

Secretary Soromon. Historically, many of the less developed coun-
tries, sir, have felt that they did not have the same motivations, the
same national self-interest in joining the GATT, and we had the devel-
opment that in the United Nations there was a move by the less devel-
oped countries to form the United Nations Conference on Trade and
Development, and the less developed countries have concentrated their
efforts generally—with a few exceptions—on seeking changes in the
rules of the world trading system, and they have felt that the GATT
trading doctrines or rules were rather rigid. They felt the cards were
stacked against them, and that poor countries could not really trade
equally. You are aware of all this, I understand. I think that is one
reason.

Now, there is a second reason as well. During the current Kennedy
round negotiations, there has been no rush by Latin American coun-
tries to join the GATT—with the exception of Argentina—since most
of the nonmembers are expecting that they will in any case get some
benefit from the Kennedy round.

Mr. Morse. I notice, Mr. Secretary, that in one of the “Whereas”
paragraphs of the resolution before us, you have reference to some of
the concepts which were contemplated by title 9 of the Foreign As-
sistance Act of 1961, as amended in 1966.

Would the Department have any objection to an operative clause
which would give further expression to those concepts?

Secretary Rusk. I would not think so, Mr. Morse. May I respond
after I have had a chance to think about it? I see no difference in
principle about it, sir.

Mr. Morst. Thank you, sir.

I have one last bit of commentary, and one more question.

Is there any likelihood that any of the Latin American Presidents
will be precluded for internal political reasons, or otherwise, from
attending the Conference?

Secretary Rusk. There are a number of them who have to have
the permission of their Congress to leave the country. At the present
time, I do not know of any country where the Congress is refusing
that permission.

We do not, have a complete list of all those coming yet, but I think
there will be a strong attendance by the Presidents.

Mr. Morst. What would be the purposes of the integration adjust-
ment assistance ?

Secretary Rusk. This would depend to a degree on the exact form
the integration would take, but T would suppose that it would include
typically, for example, three possibilities:

One, some adjustments in foreign exchange between the richer and
poorer countries where there might be a disadvantage with the intro-
duction of integration.

Secondly, some investment adjustment here and there, where one
particular industry might find itself losing out in the integration, and
that particular country might need to stimulate investment in other
industries to take the place of the one that is suffering the pressure.

Thirdly, I think there will be a considerable amount of manpower
retraining. Not all of that, of course, will be done through any partic-
ular fund. Much of it will be done by the countries themselves.
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The precise use of this fund would depend on the shape and strue-
ture of the integration effort itself,

M. Morse. One final comment.

I was pleased this morning to hear our chairman give credit to the
Republican administration for the intensified interest in Latin
America as initially expressed by the Latin American Development
Act and the Act of Bogot4. |

Chairman Moreax. We are asking your cooperation on this resolu-
tion ; that is why I mentioned it.

My, Morse. I greatly appreciate it.

The greatest weakness of the Alliance, T think, is the fact that it
has been oversold over the last 5 or 6 years, and I would hope we
wouldn’t fall prey to the same error on this proposal.

Secretary Rusk. I think in the President’s message he clearly
pointed to the bipartisan background of this effort.

Chairman Moreax. Mr. Murphy.

Mr. Moremy. Mr. Chairman, 1 yield my time to the chairman of
the Inter-American Committee, Mr. Seldenn.

Chairman Moreax. Mr. Selden is recognized for 5 minutes.

Mr. Serpen. Thank you.

I think it might be important if someone could give us the figures
on just how much we have spent to date in the Dominican Republic in
connection both with our own military efforts and the Inter-American
Peace Force, and also in our AID efforts.

Secretary Rusk. I think that to clarify the point we would need to
put together not only the ATD cost but some indication of the order of
magnitude of the military cost there, and I would like to submit a
figure for the record on that, if I may.

(The following information was subsequently submitted :)

U.S. ASSISTANCE T0 THE DOMINICAN REPUBLIC

AID, Public Law 480, and military assistance to the Dominican Republic from
January 1962, through April 24, 1965, totaled $82,209,000.

The total from April 24, 1965, through December 81, 1966, is $203,207,258.

A breakdown of this assistance is shown in the following table.

U.S. assistance to the Dominican Republic

. January Apr. 24, 1965,
Type of assistance 1962, through| through
Apr. 24, 1965 | Dec. 31, 1966

AILD

‘Supporting assistance, total.....___.___ $56, 750,000 |  $122, 200, 000
Grants. ... _____________ - - 23, 750, 000 87,200, 000
Loans_ -_.._.__________________T_ T --—-| 33,000, 000 35, 000, 000

9, 600, 000 14, 500, 000
6, 837, 000 13, 153, 000
44, 222, 000 10,132, 864

1, 671, 000 3,393, 064

Title TII_ 22, 696, 000 6,739, 800
TitleIV_______ : 19,855,000 |_._..________
Military expenses, total e 4,800, 000 43,221, 394
Inter-American Peace Force. ... ____________________ | ______ 37,921, 394
Military assistance program....______ : 4,800, 000 5, 300, 000
Grand total . ._______________ P e 82,209,000 | 203,207, 258
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Mr. SeroeN. I think it would be good if we could get those figures
for the record so that a comparison of what we spent there can be
made with what we plan to spend in the next 5 years in the whole
Latin American area. T ask for this information m order to empha-
size the fact that it may be cheaper in the long run to make some
expenditures before events of this nature take place, rather than hav-
ing to make larger expenditures later in order to avert a catastrophe.

Mr. Chairman, I have no additional questions. I will be glad to
yield the remainder of my time to Mr. Gross, if he has some addi-
tional questions at this point.

Chairman MoreaN. Mr. Gross, the gentleman has 2 minutes left.

Mr. Gross. I will be glad to use it, Mr. Chairman, and thank you,
Mr. Selden.

Mr. Rusk, the President, on page 4 of his message says, “Our gov-
ernments have been hard at work for months preparing for this
meeting.”

Would you care to amend the statement you made a few minutes
ago that you were preparing for this only 2 to 3 weeks ago?

Secretary Rusxk. I didn’t say, sir, that we were preparing for this
only 2 or 8 weeks ago. I said we were very anxious to hear from the
Latin Americans at the Foreign Ministers meeting in Buenos Aires
as to what their own considered views were as to the questions of eco-
nomic integration and increased efforts under the Alliance for
Progress.

Mr. Gross. But you fired this message and this resolution up to us
and asked us to take it up overnight, Mr. Secretary. This is the
point I am trying to make. How long have you been playing with
this thing?

Secretary Rusk. The resolution has been discussed with a good
many people down here and with the leaders. The President is not
trying to hurry this committee in giving it consideration.

We would like to have the resolution enacted by the 12th to 14th
of April. Here it is the middle of March—that is about a month. I
would suppose that that is within the capabilities of the legislative
process to give it full consideration in that period of time.

Mr. Gross. Now, Mr. Rusk, you have been in Washington long
enough to know we just don’t pick up something like this and pass
it overnight, and that is what you are asking us to do. I just want
to again protest this kind of a speedup, this kind of a ramming down
our throats of a resolution, open-ended, and committing us as it does.

Mr. Secretary, I had high hopes that when the President sent his
brother-in-law, Antonio Taylor, down to South America on a con-
sultant’s junket, that it would result in something that would relieve
us_from spending more hundreds of millions

Mr. Garracuer. Will the gentleman yield ?

Mr. Gross. No. Let me finish the sentence, will you, please?

Mr. GALrAGHER. You mean President Eisenhower,

Mr. Gross. (Continuing) That this would result in something of
benefit to the taxpayers, but evidently it didn’t.

Now let me ask you, in addition to the Inter-American Development
Bank how many other faucets and funnels are there to finance the
Latin Americans?
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Let’s start with the Inter-American Bank. Are there still three
windows in that bank?

Secretary Rusk. Will you answer that, Mr. Solomon.

Secretary Soromox. Mr. Gross, there is still the ordinary capital
window of the bank, there is the Fund for Special Operations, and the
old Social Progress Trust Fund has just about completed its expendi-
tures, but those funds were lent and will be coming back into the bank.

Mr. Gross. It is pretty hard to hear you, sir.

Secretary Soromox. I am sorry, sir.

The third window, the Social Progress Trust Fund, just about fin-
ished its disbursements of all the funds it had, and therefore there
will be refunds coming back into the bank on repayment of those
loans. ‘

Chairman Moreax. The time of the gentleman from Illinois has
expired. !

T just want to say for the record that I don’t think there is anything
unusual about this speed, Mr. Gross, because as chairman of this com-
mittee in 1960, while serving as a delegate to the Democratic Conven-
tion at Los Angeles, I received a call, entirely unexpected, from then
Secretary of the Treasury Dillon informing me about the forthcoming
conference to be held at Bogota.

We came back after the convention, and Secretary Dillon appeared
before the Committee on Foreign Affairs on August 23, 1960. We
rushed through an authorization of $500 million for President Eisen-
hower before he left for the conference in Bogoté, so I see nothing
unusual in the President’s procedure in presenting this resolution.

Mr. Gross. Mr. Chairman, will you yield?

Chairman Morcax. I will yield.

Mr. Gross. I was here in 1960, and I resented that operation—and
said so on the House floor, if you will look it up in the record.

Mr. Hays. Will the Chairman yield

Chairman Moreax. I will yield.

Mr. Hays. The gentleman talks about ramming it down his throat.
Would the gentleman agree to swallow this if we gave him 2 or 3
months?

Mr. Gross. Neither in whole nor in part.

Mr. Hays. Well, we might as well ram it down your throat, then.

Chairman Moreax. Mr. Thomson.

Mr. THOMPSON. Mr. Secretary, you said earlier that the $100 million
needed for this program was already budgeted. My question is where
are you going to get the $100 million? Will it be out of some other
aid program, or will it be out of the school lunch program, or out of
the poverty program, or could you tell us where it will come from ?

Secretary Rusk. Mr. Thomson, in the President’s overall budget
there was an item including government-wide contingencies, and it is
his purposge to ask for an amendment of the bud,qet to shift the $100
million from government-wide contingencies in the budget to A.LD.
the Alliance for Progress.

Mr. Trosox. That is not the A.LD. contingent fund?

Secretary Rusk. This is a government-wide contingency fund for
the U.8. budget as a whole.

Mr. Trodsox. How much will be left in the government-wide con-

tingency fund?
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Secretary Rusk. Approximately $700 million, sir.

Mr. Tromson. Mr. Chairman, I would like to yield the balance of
my time for Mr. Gross, who I think still has some questions.

Mr. Gross. Mr. Chairman ?

Chairman Morean. Mr. Gross.

Mr. Gross. Ithank the gentleman from Wisconsin.

I would ask the gentleman who replied to the question—I had a
difficult time hearing his answer—did you say that all spigots and
funnels are open to the Latin Americas, all faucets and funnels are
open, that all aid we give in handout programs in addition to the
Inter-American Bank are available, and they benefit from them ?

Secretary Soromon. The Latin Americans do benefit, sir, from the
borrowings from the ordinary capital of the bank as well as from the
special fund.

Mr. Gross. Aid, military expense, everything else they get, don’t
they ?

Secretary Rusk. And they have access——

Mr. Gross. With respect to the Inter-American Bank, is there a
soft loan window in the Riggs Bank of Washington, or one in the
gentleman from Ohio, Mr. Hays’ bank? I wonder if he has a soft loan
window in his bank.

Secretary Soroyon. As a matter of information, sir, you are aware
that the Latin Americans themselves contributed the major part of
the ordinary capital of the bank, and they are partial minority con-
tributors to the Fund for Special Operations.

Secretary Rusk. There are cther——

Mr. Gross. Do we have in Buenos Aires or someplace a counter-
part of the Development Assistance Committee in Paris to drum up
applicants for our various handout programs? Is there such a com-
mittee located in Latin America ?

Secretary Rusk. The principal parallel to that organization is
CIAP, of which my colleague, Ambassador Linowitz, is the American
member. It was chosen by the Latin Americans as an expert group to
review and analyze and make recommendations upon the development
plan submitted by the individual countries. And, as you know, in
our AID program, we take that very heavily into account when we
make AID commitments under the Alliance for Progress.

Mr. Gross. What are the Latin Americans doing by way of helping
us with the fighting and dying in Vietnam? The last that I heard
from your Department, Mr. Rusk, you listed Argentina as sending two
observers to Vietnam to examine the possibilities for assistance.
Brazil has provided coffee and medical supplies. The Dominican Re-
public offered cement for use in Vietnam. Ecuador has sent medical
supplies, Guatemala 15,000 doses of typhoid and paratyphoid vaccine
or promised to send medicines, Venezuela agreed to provide 500 tons
of rice.

That is only six of the many Latin American nations. What are
they doing by way of helping us with the fighting and dying?

Secretary Rusk. They do not have combat troops there, Mr. Gross.

Mr. Gross. And why not?

Secretary Rusk. In the first place, it isnot their commitment, as it is
ours. They are not involved in the SEATO treaty as we are. They
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do not have the capabilities of making much of a military contribution
there, but in any event it is not their judgment that they should at-
tempt to do so. !

Mr. Gross. That is the only angwer there is to this —that they just
don’t have the disposition, or will, or sense of reciprocity to help us
where the going is rough? Aren’t you concerned about this, Mr.
Secretary?

Secrefary Rusk. We would be glad to have assistance from any
source, and assistance of any type.

Mr. Gross. Did we ask them to do something?

Mr. Rusk. Some of the steps which they have taken have been in
response to indications from the Government of South Vietnam and
ourselves that assistance would be welcome, but I would not wish to
leave you with the impression that this is a serious possibility that the
Latin Americans would take part in the military operations in south-
east Asia.

Mr. Gross. As a matter of fact, Mexico refused to make any ship-
ping available to us when our troops in Vietnam were running low on
ammunition and other supplies, isn’t this correct?

Secretary Rusk. I would have to look into that. I am not familiar
with it.

Chairman Moreax. The time of the gentlemen from Wisconsin has
expired.

Mr. Gallagher? ‘

My, Garracaer. Thank you, Mr. Chairman.

Mr. Secretary, I was just reviewing the vote on the Bogota resolu-
tion. Wae received the resolution on the 15th of August, from Presi-
dent Eisenhower and we voted on it on the 25th.

This committee moved quite expeditiously. We were proud to
authorize our executive people to go down to Bogotd with the full
backing of the Congress, and I would hope that our President now
will have this resolution speedily passed so that he will have the same
authority now that this committee, under a Democratic majority, I
might say, gave to President Eisenhower.

T listened to Mr. Gross, who said he had many questions to ask
you. He had much more time than any of the rest of us had, but I
think it is quite significant, and the record ought to show, there were
not very many questions that were germane to this resolution, and that
those questions which were asked, I think, were answered right on
point, and that any information that was requested was available.

T also heard him ask for a progress report. I think one of the
greatest progress reports has not been asked for, since we are con-
sidering Latin America, and that progress report is related to the
Dominican Republic. I heard a great deal of criticism back in the
days of the Dominican Republic when a lot of people said we were
quite arrogant, others questioned our credibility, but I think one of
the significant things that should be considered now is that the
Dominican Republic worked out very well. We said our troops would
20 home when order was restored. Order was restored and our troops
did go home. That country has restored law and order and the
people have an opportunity, and there is hope down there. I think
this, too, is one of the credentials that our President will be carrying
into the coming conference.
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I do think and hope that this committee will, with speed and
expedition, pass this resolution at the earliest possible moment. Many
people say that our President is asking that he be able to operate
without authority. Now you are asking for the authority, and there
would be those people who would deny that authority, so that, as
someone said before, you can have it both ways.

We were not political when President Eisenhower asked for this
authority, and I would hope that neither this committee nor this
Congress is going to be political, now that new authority is asked,
and that our President will be able to go to this conference with full
authority and backing of this country.

Mr. Secretary, I would just like you to repeat for the record that
this is in no way an authorization, that anything that grows from this
resolution you will come back here and ask for enacting authority.

Secretary Rusk. That is quite right, sir. It was not intended to
substitute this resolution for the normal authorization procedures of
the Congress, and certainly not for the appropriations procedures.
We did feel that it was very important that the President be in a
position to speak for the Nation, which he can do much more readily
and with much greater assurance if the Congress would let the Presi-
dent and Latin America know that this resolution represents the
attitude of the Congress and the American people on these dramatic
developments we see in front of us here in this hemisphere.

Mr. GavvacaER. Thank You, Mr. Secretary.

Would you confirm the fact, in reply to one of the other questions
by Mr. Gross—I should like to point this out—that there were five
Latin American nations that participated in the police force in the
Dominican Republic under the command of a Brazilian gentleman ?

Secretary Rusk. That is correct.

Mr. Garvacaer. Thank you, sir.

Chairman Morean. Mr. Fulton.

Mr. Fouron. I am glad to have you here. I favor passage of this
Latin American resolution to support the hand of the President in
negotiations. Of course, there should be a difference among Mem-
bers in the U.S. Congress. If we all agree, then somebody is not think-
ing very much. Or else there is no use having Congress debate and
settle the issues. This is the place to bring disagreements, so the fact
of our disagreement on this committee should not be disturbing on
this particular policy.

As a matter of fact, I have been many years a member of the bipar-
tisan foreign policy, and I believe that this particular advance is
within those specific directions and principles. Would you not agree,
Mr. Secretary ?

Mr. Secretary Rusk. That is our conviction, sir.

Mr. Fouron. The next point I would like to make is this. Our
U.S. interest in Latin American development is not new. For ex-
ample, leading up to the Rio Economic Conference in 1954 was the
Nelson Rockefeller report, and also the Milton Eisenhower report out-
lining the basic conditions and directions for United States-Latin
American foreign policy. I am glad to say that the Eisenhower ad-
ministration after some dispute among themselves came to the con-
clusion that the United States and Congress should move in this di-
rection.
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Would you agree with that, Mr. Secretary?

Secretary Rusk. That was a very important and constructive state-
ment. ‘

Mr. Furron. Thank you. I appreciate your good comment. There
have been policies carried on through the Kennedy administration
and the Johnson administration and are the continued policies in this
instance under this resolution.

Secretary Rusg. That is correct, sir.

Mr. Furron. Could you put in the record for us your method of
providing the integration adjustment assistance, whether it is budget
adjustments, foreign exchange, intergovernmental loans, loans
through international agencies, government or product subsidies, and

currency correlation. )
(The following statement was subsequently submitted :)

MeTHODS OF PROVIDING INTEGRATION ADJUSTMENT ASSISTANCE

We currently foresee that integration adjustment assistance would be pro-
vided by a special fund set up to help cover temporary payments deficits result-
ing from intra-regional trade liberalization and to assist specific industries and
labor affected by the liberalization process.

Precise mechanics remain to be worked out during negotiations establishing
the fund. However, we have the following thoughts on the subject:

(¢) Balance of payments assistance in foreign exchange would be provided,
through Central Bank drawings, to countries that, in accordance with criteria
to be established, can demonstrate that their deficits were due to rapid and
automatic trade liberalization under schedules leading to the Latin American
Common Market. Repayments would be made on agreed terms and conditions.
Countries will of course continue to suffer balance of payments deficits due to
causes other than integration, including their own policies, but these countries
would not have resource to the fund. -

(b) Adjustment assistance for particular industries and labor affected by
liberalization would be provided through national agencies established for this
purpose. Applicants to a national agency would have to show that they had been
damaged as a result of the integration process rather than by bad management
or by the trade and financial policies of their governments. Loans to industries
would normally be used to purchase cfapital equipment or technology required for
modernization or conversion to new lines of production. Assistance to workers
would normally take the form of training in learning new skills and perhaps
some financial assistance during the re-training period. In addition to drawings
on the adjustment assistance fund in foreign currencies, we would expect that
each government would make domestic resources in national currencies avail-
able to its national adjustment agency.

Mr. Fouron. On the question of the word “decade,” as I am on
the House Space Committee, too, we always are arguing about what
President Kennedy meant by “decade,” when he said the United States
should have a manned landing on the moon within this decade. When
the word decade is used in this context, do you mean within the 10
}gg(l; %)eginning July 1, 1967, or do you mean 10 years during the

70%s?

Secretary Rusk. I think, sir, there are certain steps—that will be a
matter of agreement now.

Mr. Forron. What does “decade” mean ?

Secretary Rusk. In this context, the decade begins in 1970, be-
cause you have to negotiate treaties and things of that sort between
now and then.

Mr. Forrox. Looking at the commitment, the commitment is only
for the sum we are speaking of now and does not run from now through
the 1970°s until 1980, does it ?
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Secretary Rusk. We would think the integration assistance fund
we speak of, between $250 and $500 million, might be in the order of
$300 or $350 million. That would not be taken up until 1969 or 1970
when we see what it is they are doing.

Mr. Furron. So we are really making a ring here without commit-
ting for the whole period to see how these countries work with them-
selves and integrate, is that right?

Secretary Rusk. That is corret, sir.

Mr. Forron. On the question of the “Whereas” clauses, I have
unfortunately come to Congress from a corporate law office, where long
or many “whereas” clauses were dispensed with. When I read a bill
and see that in the title it says “a historic” and on the next line below
in the first whereas it says “an historie,” it appears somebody should be
doing some typo reading.

Secretary Rusk. As a former professor, I should have caught that
myself.

Mr. Forron. Seriously, my recommendation is that we discard the
whole front page of “Whereases.” The resolution starts pretty well
with the two “Whereases” on page 2, and I think Congress would do
much better with fewer whereases.

It should be distinctly understood in my view that we are talking
in this resolution about countries and governments that are responsible
to their people and working for the benefit of the people rather than
dictatorships to the left or to the right. We are really not talking
about a Communist dictatorship in the den of Latin American
Republics nor are we talking about a fascist dictatorship within this
resolution and its terms, would you agree?

Secretary Rusk. That is correct, sir. It is true that the military
establishments of this hemisphere have in general been strengthening
their support of constitutional government, but we still have occasional
incidents. The trend is clear.

Mr. Furron. This resolution is really a people-to-people foreign
policy because the Congress through its representatives is saying we
would like to make the commitment as well as the President. We
hope, of course, that the people of the Latin American Republics will
likewise make this commitment, too, is that correct ?

Secretary Rusk. That is correct, sir.

Mr. Forron. There has been much criticism that it is the Govern-
ment alone that generates and benefits in so many aid programs.

T would like to see a provision emphasizing private enterprise, labor
unions, cooperatives, savings and loans, small institutions of that type,
and voluntary institutions, and associations, even charitable and ele-
emosyanary institutions, yes, and action by church and religious groups
for social welfare purposes.

Thank you, I congratulate you on your good statement.

Secretary Rusk. Thank you, Mr. Fulton.

Chairman Morean. Mr. Fraser.

Mr. Fraser. Thank you, Mr. Chairman.

Mr. Secretary, I strongly support the Common Market development
in Latin America, and I presume what is proposed here and what our
country will do at the forthcoming meeting will be the best we can do
to encourage that development.
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Secretary Rusk. I think at this stage it is. This fits into the ideas
which we see developing in Latin America, itself.

Mr. Fraser. If the resolution stopped there, T wouldn’t really have
had any question of you this morning, but the resolution does 2o on to
reiterate the conventional wisdom associated with economic develop-
ment in Latin America and the stress on economic aid. I have come
to the view that this is a narrow approach. We place great impor-
tance on per capita income. One of the countries with a high per
capita income is Argentina, hardly a model for any other nation in
its government and in its politics.” I would join. I think, with Con-
gressman Morse in his suggestion that part of the resolution might
be stated so as to give recognition to the fact that we are primarily
interested in people, and the nature of their governments and the way
they organize themselves to make progress, rather than with the nar-
row concept of economic aid. !

Secretary Rusk. I think whether the resolution itself should encom-
pass that is something the Congress would have to look at. There is
a job to be done for the people of the hemisphere. Even though
from time to time one or another of the might have an unconstitu-
tional government, the people remain. We do have problems about
how to relate the activities of the hemisphere to those countries in
those special circumstances.

At the present time, Argentina is working closely with the Interna-
tional Monetary Fund to make some important action in the monetary
field in connection with inflation and a number of things that are very
important—devaluation of its currency, and things of that sort.

There is a constant pressure toward constitutional government in
this hemispherre that has made itself felt on many occasions, and I
have no doubt that pressure will continue.

Mr. Fraser. I am just illustrating the fact that a high per capita
income doesn’t necessarily bring about the result that we are intersted
in. We seem to be preoccupied with per capita increase in produc-
tivity of these countries, which doesn’t really tell us very much about
what is happening inside these societies. It doesn’t tell us what is
happening in the rural sector, it doesn’t tell us whether the people
themselves have the sense that they have a responsive government, it
doesn’t tell us very much at all, and yet this seems to be too much of
our focus. It isthispoint that Tam trving to make.

Secretary Rusx. I understand, sir, and you will find great sym-
pathy with the target not only here but in other countries in the hem-
isphere. ‘

I think the committee might wish. when it gets into examination of
the foreign aid bill in executive session, to go into some of these situa-
tions and examine some of the points you have mentioned, Mr. Fraser.

Mr. Fraser. I want to take this opportunity to express my concern
about this. The President mentioned the fact that 16 countries have
land reform laws. Those are on the books, but what is actually hap-
pening is a far different story. It seems to me that we do need to
broaden our concern and get away from the conventional statements
of the problem that we have grown up with since the end of World
WarII. We need to broaden our way of talking about it.

Chairman Moreax. The gentleman’s time has expired.
Mr. Findley.
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Mr. Fixprey. Thank you, Mr. Chairman.

Mr. Secretary, I too am keenly interested in this Common Market
development. You stated that you did not expect the United States
to be a part of the Common Market, but it would seem to me highly
to our advantage, as well as to the advantage of Latin America, if we
would at least offer to be a part of the Common Market. Would
you comment on that?

Secretary Rusk. That would create very substantial problems for
them in the first instance, because I think they would feel very nervous
about whether our gross national product would swallow up their
gross combined figure. They are very much concerned about the pos-
sibility of competition between their people and ours, for example,
but beyond that we have very important trade relations with other
parts of the world, and this to us would be a very complex issue.

We would hope to be able to work out very satisfactory economic
relationships through private trade and private investment that
would fill the greater part of the need.

Our own private trade with Latin America has increased from ap-
roximately $3.4 billion in exports to Latin America in 1961 to almost
4.2 billion in 1966, and imports from Latin America from $3.2 bil-

lion in 1961 to about $4 billion in 1966, so there has been a steady ex-
pansion there.

Mr. Finprey. Mr. Secretary, we keep encouraging other areas to
form common markets but never seem to express a willingness our-
selves to be a part. I am sure there may be some disadvantages to
Latin America, if we are part of it, but it would seem on the other
hand that we would be wise to at least let them know that if they were
so minded we would be glad to consider being a part of it.

I know there are some advantages from their end to having access
to the American market. Sugar quotas, for example, are a very sticky
question with a lot of Latin American countries, and in that connec-
tion I would like to ask if you expect, or if our Government expects
to offer to change the diseriminatory country quota arrangement for
sugar should this common market develop?

Secretary Soromon. The Sugar Act passed by the Congress does not
expire for another 4 years.

Mr. Frxorey. But we could give them assurance that efforts would
be made to amend it earlier, T would think.

Secretary Soromon. Well, sir, we have not give any assurances
along those Iines. 'We have felt that the Congress

Mr. Fixprey. Here we are being asked to make a declaration of
policy. Would the administration like to have us amend this resolu-
tion to include in it an expression of willingness to change the sugar
quotas?

Secretary Soromox. This question of the sugar marketing policy
and the present negotiations going on in the world for an international
sugar agreement, and we are a party to that, is a very complicated
area.

Mr. Fixorey. And a source of difficulty with Latin America at
times.

Secretary Soromox. I think that is true.

Secretary Rusk. And everyone else, Mr. Findley.

76-461—67——6
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Mr. Fixprey. Mr. Secretary, T am glad that this resolution is before
the Congress. I think it is a good step to take. T am glad, also, that
the Chiefs of State meeting is in the offing for Latin America, but I
am wondering why, in view ~of all the dlﬁiculty we have had in NATO

we haven’t had a NATO Chiefs of State meeting since 1958.

It would seem to me that Western Europe is a matter of even greater
concern to our national secumty as well as our well being in other
respects, and yet I haven’t heard a word about the possibilities of a
Chiefs of State meeting of NATO.

Can you give us any indication as to when such might occur?

Secretary Rusg. Well, this has been considered from time to time
over the past 6 years, but for a ‘variety of reasons, usually different
reasons at any particular time, 1t has not seemed approprlate to have
such a meeting.

There has been some dlscusswn recently of a Chiefs of State meet-
ing of the signatories of the treaty at Rome, and whether or not that
will materialize, I don’t know. This is not an idea we reject in princi-
ple. I think the question would be the suitable occasion, and the sub-
jects to be taken up, and whether or not there would be a constructive
result.

Mr. Fixprey. In 1969 it will be the 20-year milestone for the NATO
Treaty, and countries might take the option a year ahead of that to
withdraw, so it would seem that this year and next year will be crucial
years for NATO, and I can’t see why a Chiefs of State meeting is not

contemplated.

Secretary Rusk. It is an 1nte1esf1ng suggestion, sir; and I assure
vou will give that some thought. We have on other occasions in the
past considered the possibility.

Mr. Hays. Will the gentleman yield ?

Mr. Finprey. Just one more question.

Can you tell us what the minimum obligation on the part of other
countries will be in exchange for our commitment of $1.5 billion?
In other words, what is the minimum reciprocity we will insist upon
as a condition for our full participation?

Secretary Rusk. I think, Mr. Findley, it would be useful for me
to submit a statement for the record on that because it is a question
in which many will be interested, and it varies somewhat in different
aspects.

For example, we can spell out, I think, the kinds of steps that they
have in mind taking on the 1ntegr‘1tlon and the approximate point at
which these steps would amount to a reason for use to come in with
such assistance as we can provide.

(The following was subsequently submitted :)

MINIMUM OBLIGATION OF OTHER COUNTRIES IN EXCHANGE FOR OUR
COMMITMENT OF $1.5 BILLION

Our commitment of $1.5 billion will be governed in its application by the over-
riding principles of self-held and demonstrated need. Specifically, it is antici-
pated that the aproximately one-quarter to one-half billion dollars over a 3- to
5-year-period proposed as the U.S. contribution for integration adjustment as-
sistance will be matched by a Latin American contribution of approximately
the same size.

The proposed increased contribution of aproximately $150 million over a
3-year period proposed for the Inter-American Development Bank’s Fund for
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Special Operations will be matched by proportional incerases in the contribu-
tions of the other bank members, and by contributions by the borrowers to the
individual projects which these funds will finance.

The use of the approximately $900 million increase in AID appropriations
for the Alliance for Progress over the next five years for education and agri-
culture will be directly related to commitments on the part of borrowing coun-
tries to increase their investment, both public and private, in these sectors.
We anticipate that the Presidents will approve specific goals and actions in
these fields. United States support will be contingent upon intensified efforts by
the Latin American countries to meet those goals.

Mr. FixpLey. But dollarwise, will we insist, say, on $5 billion al-
together on the part of other countries, or $10 billion or $2 billion?
Can you give us any guidance there ?

Secretary Rusg. On the question of matching?

My, Finprey. Right.

Secretary Rusk. Let me submit it on the different segments, if I
may.

Mr. Finprey. I will gladly yield to the gentleman.

Mr. Havs. I am in general agreement with the gentleman on his
thesis and even the desirability of having a meeting of the heads of
State, but maybe having no diplomatic niceties inhibiting me T could
say something the Secretary couldn’t.

It would be difficult at least in one case to get a head of State, which
may be the stumbling block, and T am not asking for any comment
on 1t, but it is a difficult area.

Mr. Finprey. I am sure the gentlemen will agree that it is important
that NATO continue on a strong basis, and a meeting would be use-
ful even though one seat is vacant.

Mr. Hays. I think it would be better if we had them all full. T
think it would be bad if we had a meeting with one seat vacant, maybe
worse than not having any meeting. Maybe the gentleman won’t
agree.

Chairman Morean. The gentleman’s time has expired. -

Mr. Culver. h

Mr, Corver. In response to Congressman Gross’ question concern-
ing the third window of the Inter-American Bank, the social progress
trust fund, did I understand you correctly to say that nearly all of the
$505 million had been fully expended, or am I correct in my under-
standing that rather than being expended it has been fully com-
mitted ¢

Secretary Soromon. That is correct, all but $30 million has been
committed.

Mr. Cowver. Asdistinguished from expenditures.

Secretary Sor.omoN. Yes,

Mr. Covver, Mr. Chairman, I will yield my time to Mr. Gallagher.

Chairman Morcan. Mr. Gallagher, you have three and a half min-
utes.

Mr. GarLacarr. Whatever happened to Couve de Murville? May-
be you want to take the “Fifth.”

Secretary Rusk. It may indicate the foreign ministers of any coun-
try are not necessarily the best candidates.

Mr. Garracrier. We notice in this committee there seems to be broad
agreement on the resolution clauses but some disagreement on the
“Whereas” clauses in the preamble, and I was just wondering whether
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or not some of my colleagues would point out the preamble clauses
they find objectionable in the light of the need for speed on the resolu-
tion, and therefore I would hke to ask you whether or not these pre-
amble clauses were agreed to in the consultations that you had with
the leadership of both sides, the House and the Senate.

Secretary Rusk. I think it would be unfair to say that there has
been any final agreement upon such a matter. There was a review of
the resolution, and it seemed to meet the approbation of those who
were consulted, but I think that is something on which we can keep in
touch with the committee, perh‘tps through consultation with other
bodies, and see what w ould be the best thing to do here.

There is, I think, some advantage in trymor to set forth some of
the spirit, some of the lift, in what is happening here in the hemi-
sphere. It seems to me that many of these have a role to play. They
will be encouraging to people in the hemisphere. They would be
impressive, I think, to people in other parts of the world.

I would hope that most of them could survive.

Mr. GavvacHEEr. Thank you.

Chairman Morean. Mr. Taft,

Mr. Tarr. Mr. Secretary, in this proposed Common Market that is
being discussed, is it contemplated that Mexico would be a party to
this Common Market?

Secretary Rus. Yes, sir.

Mr. Tarr. Ts there an indication in this message or this resolution
that our aid to Latin America is henceforth generally going to be on
a regional basis?

Secretary Rusk. We do i in our appropriations make specific appro-
priations for the Alliance for Progress. On our end, we look upon
it as a regional program, but the region itself has oraamzed itself
for 1 e(TlOll‘ll development in the sense that it has the Inter-Amerlcan
Develgpment Bank, the CIAP procedures for reviewing and passing
]udOm‘ 51t on development plansand projects.

The funds are not handled reg gionally in every case. The funds are
frequently handled bilaterally, but the total effort has a regional
super v1s1on and a regional organization to it.

Mr. Tarr. Outside of these, regional organizations, is it contem-
plated that we will be shifting our aid outside of these existing re-
gional organizations to a regional a approach, as in the African case?

Secretary Rusk. I think that here in this hemisphere we would
continue to replenish the Inter-American Development Bank, but also
continue our Alliance for Progress effort where the money actually
moves bilaterally.

There are various reasons for that. AsI remember, when we were
dealing on these matters with our European friends in their postwar
development though they organized themselves for multilateral
recommendations, they did apparently want us to reserve the actual
bilateral decisions on the actual transfer of funds, as otherwise there
might have been tense relationships among them as to who would
receive which particular funds under what circumstances. It is not
easy to allocate funds on a: multilateral basis in many of these
situations.

Mr. Tarr. What would Vour attitude and the attitude of the De-
partment be toward an amendment to this resolution, either in the
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“Whereas” clauses or in the body of the resolution, putting in some
specific reference, such as Mr. Fulton has already suggested with
regard to promoting the private sector of the economies of these
countries as compared to the public sectors, or the governmental
activities, the direct governmental activities in the economic areas?

Secretary Rusk. We had thought that we had covered that in the
third paragraph, but we will examine the question as to whether that
might be strengthened in some way, Mr. Taft.

Mr. Tarr. You mean in the third paragraph of the body?

Secretary Rusk. That is correct, sir.

Mr. Tarr. That mentions individual efforts of member states, but
I frankly looked at that paragraph in an attempt to find—you do
mention use of private resources.

Secretary Rusk. Further reference is made in one of the “Whereas”
clauses, but we will be glad to look at this to see whether there will
be any difficulty about some further language on that.

Mr. Tarr. One further question, and I know the other members
are disturbed by this because this is a somewhat new procedure, as I
understand it, as to whether or not this is an authorization.

I recognize, and I am sure most of the other members recognize,
that it isn’t an authorization. But let’s assume that even if the other
nations do as well, or perhaps even better, than they can possibly be
expected to do under the plan that is outlined here, do you feel that
a member, myself or any other member, who would continue to serve
here in the forthcoming years if, having voted for this resolution, to
support what I estimate is about $6.5 billion of aid during the next
5 years, would we be inconsistent if I voted to authorize less than that
total amount because of changed circumstances in the United States,
or perhaps a change in our attitude?

That is what confuses me here about this authorization that isn’t
an authorization. If I am going to vote for this resolution, I want
to make it perfectly clear on the record that I don’t want to feel that
I am committing myself, and I would like to have some statement
from the Department to the effect that they don’t feel that I am com-
mitting myself on these authorizations.

Secretary Rusk. Mr. Taft, when the question comes up in later years
about authorizing legislation or appropriations for the purposes that
we are discussing here, there will be a number of things which both
we in the executive branch and you in the Congress will want to take
into account.

For example, just what does this integration mean, what are they
doing, are they moving in a way that they tell us they expect to move?

Mr. Tarr. I am not talking, Mr. Secretary—I think you miss my
point—I am not talking about what happens to them. T am talking
about what happens to us.

Suppose our balance of payments continues on a highly unfavorable
basis, and we decide simply on the basis of our own balance-of-pay-
ments situation we have to cut back on authorizations for foreign aid.

Secretary Rusk. I would not consider, Mr. Taft, that a vote for
this resolution would pledge you to vote for authorization and appro-
priation at these later stages, regardless. T do hope that if you vote
for this resolution, your view would be later that this is a good idea,
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what the Latin Americans are doing here is important, the United
States ought to be with them.

Now, there are all sorts of considerations which might make a differ-
ence in your judgment at this time as to how you would deal with a
specific question in front of you, but it would be important to know,
whether as a matter of general policy and general intent, this accu-
rately reflects your approach to the question of our relations in this
hemisphere. ;

Mr. Tarr. Thank you, Mr. Chairman. That completes my questions.

Chairman Moreax. Mr. Frelinghuysen.

Mr. Frelinghuysen. I am glad to have this further opportunity to
come back to the nature of the resolution, Mr. Secretary.

It does seem to me very unforunate that we should be presented
with specific language and the necessity for acting very promptly.
The executive branch of course knew we were planning and are going
to take an Easter recess very shortly. Yet, as the President pointed
out in his special message yesterday, the executive branch has been
preparing for months with respect to this Punta del Este meeting.
The President also told us yesterday that he believes it is important
that a partnership between the executive and the legislative branch
be developed. ‘

Well, this is a very belated kind of action. As I say, I am not
objecting to giving the President support. I think he needs it, and
I may even vote for the resolution. However a comparison between
this resolution and the Resolution of Bogot4 misses a very important
point.

If you will read the Resolution of Bogotdi—and I don’t suppose that
many of us have had an opportunity to compare the language. I am
not talking about the executive branch, I am talking about the legis-
lative branch. Tew of us have been able to compare the language
passed on hastily by Congress. It doesn’t bear much resemblance to
the language we are being asked to pass hastily on now. It gives
me little comfort to hear the chairman say he sees nothing unusual
about this course of procedure, because we have acted hastily in the
past. In neither case should we have acted hastily.

I have reservations about both the preambulatory langauge and in
the specific resolutions that are proposed. In expressing by reserva-
tions I am in no way acting as a partisan. I see no justification for
suggesting that there is some kind of political maneuvering going
on that didn’t occur when the Democrats were responding to Presi-
dent Eisenhower’s suggestion in 1960. There is no political advantage
that I can see to be gained out of asking questions. Perhaps as a
legislator I am unduly suspicious, or like to ask questions about the
executive branch, but it seems to me appropriate for a legislator to
ask questions. |

At a very minimum, the colloquy between the gentleman from Ohio
and the Secretary has certainly brought out that a strong moral com-
mitment will result if we vote for this resolution, to support authoriza-
tions and appropriations to carry out the langunage of this resolution.
Tt isn’t worded as an authorization. I would be happier if it were an
authorization and did require affirmative action, if new action is
needed. This is simply a moral commitment, that Congress recom-
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mends that the United States be prepared to make available significant
additional resources.

If we had a dollar figure, if we made some commitment now as to
what we probably would be willing to do in a 3-year period or a 5-year
period, I think there would be more justification. What is being at-
tempted is to tie us hand and foot to something that we cannot envis-
age, or which no one has tried to clarify for us in such a way as to
make it possible to set dollar ceilings.

It makes me very unhappy that we should be presented with the
necessity, and I recognize the necessity, of acting pretty much on this
language or forgetting the whole thing. If the Senate of the United
States acts in the tradition which has developed since the passage of
the Formosa resolution, I could understand their agony in accepting
without discussion and perhaps without modification this language.
Yet if we go through the normal process and either weed out certain
of these clauses or add other ones, 1f we change the basic language and
instead of saying “recommending that the United States be prepared
to make” we use some other expression, we could be hung up on a
matter which requires immediate action.

T am not suggesting there is any solution to the dilemma, but I am
reiterating the fact that as I ask these questions I am not seeking to
embarrass the administration. I am suggesting that, to be meaning-
ful, the importance of the kind of participation and partnership which
is desirable. In my opinion, it should not be done in this way.

Tt does me little good to know there was a meeting at the White
House last week on this subject. I am not saying I am piqued that
T wasn’t asked to the White House and or that I have not been in-
volved in the preliminary drafting of the resolution which has al-
ready occurred. My regret is simply that there is no opportunity
now for us to make any meaningful suggestions or to arrive at an
understanding which will enable the President to go to Punta del
Este and make commitments.

What he is suggesting in his message is that the kind of advice and
counsel of Congress which he is now seeking is going to enable him
to go down and make commitments which will be binding on us. I
don’t think that is a reasonable position to take, but look at his
language. Hesays:

I could go to the summit meeting with the President’s executive authority
and reach understandings with our Latin American neighbors on behalf of this
country. I believe it is much more in our democratic tradition if the Executive
and the Congress work together as partners in this matter.

I am, therefore, going to you in the Congress not after a commitment has
been made, but before making any commitment.

What he is seeking from us, presumably, is a basis for him to make
a commitment. Yet we don’t know, really, enough about the practical
problem to be able to give him the kind of blank check that will en-
able him to make a commitment, except. insofar as the Secretary has
sketched out the dollar amounts that he envisages for the various
programs. These programs are already in most cases within existing
authorization and he didn’t need specific approval from Congress to
move along those lines.

Secretary Rusk. Mr. Frelinghuysen, first on the matter of time,
until we had had this Foreign Ministers meeting in Buenos Aires,
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despite the fact that a good deal of thinking and work has been done
on this matter in earlier months, we were not at all clear as to just
what the Latin Americans themselves were going to decide to do on
such matters as economic integration, which is at heart of this par-
ticular situation at the present time.

We wanted to do a lot of listening, and we did a lot of listening
down there, and it was what we heard and what we have had from
governments in _connection with the Foreign Ministers meeting and
Presidents meeting that makes us think now is an important time for
the hemisphere to move and for us to move with it.

On the matter of detail, I agree, sir, that a good many details are
simply missing here, but I can assure vou that we have not withheld
any details which we have. We are talking about the future here,
we are talking about an integration process which is in the process
of being constructed, and that is the problem.

I am glad you used the word “dilemma,” because there is a certain
cdilemma here about how the Government of the United States can
speak with reasonable confidence about a longer term into the future.
It is our practice of course, as you know, in international meetings
when the executive branch makes a commitment, to make those com-
mitments subject to the action to be taken by the Congress if it in-
volves the need for authorization and appropriation, but it is quite
a different thing for the President to say. “I will ask the Congress
for the following,” than for him to say, “The President of the United
States and the Congress of the United States take this view, as you
gentlemen of the hemisphere move in the way in which you are telling
us you are prepared to move.” I think that is a much more encour-
aging, much more solid, and much more reliable method of stating
American policy.

Mr. Freninemvysex. If T may interrupt, you say this resolution
says we will take this view. The fact of the matter is this view doesn’t
add up to anything. This doesn’t really do anything except to say in
a very indirect way that we approve the idea that you are develop-
ing of economic integration, and that we will make some financial
contributions if, as and when such contributions are needed down
the road.

Secretary Rusk. That isa pretty important propostion.

Mr. Freoiveruysen. If the heart of the matter was economic in-
tegration, this resolution isn’t directed to that. This resolution, how-
ever, goes all over the lot with respect to a great many paraphrasings
of what is already in the law, plus some new language. It doesn’t
really say we think this is a new idea which we are behind, and are
willing to back that up. It simply says there may come a time when
there will be some need for money, and presumably we are going to
be obliged to support a request for funds because we will have passed
this resolution. ‘

Secretary Rusxk. Yes; but I would have thought it was more specific
than that. ‘

Mr. FreuiNerUYSEN. I don’t see any language that is specific about
economic integration. There is practically no reference.

Secretary Rusk (reading) :




SUPPORT FOR NEW PHASE OF ALLIANCE FOR PROGRESS 45

After appropriate steps have been taken toward progressive establishment
of such a Market, that the United States furnish through the Inter-American
Development Bank standby resources to be matched by Latin American coun-
tries to provide integration adjustment assistance to facilitate the transition
to a fully functioning Latin American Common Market.

It is a little difficult to say more than that, but it seems to me that
says a great deal.

Mr. FreLinemuyseN. The language in the final paragraph also
refers to economic integration, too, but it is of course very general. I
was really referring to that paragraph when I talked about the gener-
ality—it 1s so general, the goals of economic integration.

Secretary Rusk. I see.

Mr. FrenineauyseN. I appreciate very much your testimony, Mr.
Secretary. I wish I had a solution. I certainly am very much in favor
of doing more than we have done with respect to Latin America. I do
feel we have special responsibilities and, as I say, I would like to
strengthen the President’s hand. I don’t happen to like this way of
asking the Congress to strengthen his hand because, in the process, you
do seem to be trying to commit Congress, creating a moral commitment
that we would find it difficult perhaps to dodge even though the cir-
cumstances may be different down the road.

Secretary Rusk. I wonder, Mr. Frelinghuysen, if you would be will-
ing to indicate what you would consider a better alternative in terms
of consulting between the President and the Congress before the Presi-
dent goes to a meeting of this importance. Iam just interested

" Mr. FRELINGHUYSEN. You can’t really tell me you couldn’t express
this whole problem, do we favor economic integration and might the
Congress express some position with respect to that, long before the
meeting at Buenos Aires had been concluded.

I find it difficult to believe that you felt you couldn’t come and talk
to us until that meeting was over.

Surely the goals in this resolution could have been developed months
ago, at the same time you were laying the foundation for action by
the executive branch at Punta del Este.

Chairman Moerax. The gentleman’s time has expired.

Mr. Hays.

Mr. Havs. T would point out for the gentleman from New Jersey,
as well as Mr. Taft, that you needn’t feel bound by any commitment
you make here, because when that resolution was urged by Secretary
Dillon, I voted against that resolution in the committee but later sup-
ported it on the floor, and the reason I voted against it in the committee
was because 1 offered an amendment to exclude what was then the
Belgian Congo getting any of this money. The amendment was
defeated, and I had strong feelings that they had thrown in a few
million for the Congo which I felt was wrong, and because of that
voted against it. Tt seems to me we have to take these matters as they
come.

In that resolution then—it wasn’t a resolution, but was an act of
commitment of so many hundreds of millions of dollars—I think a
Member would be perfectly justified in voting to cut the amount
authorized if he felt that either the Latin American countries weren’t
living up to what they said they would, or if the internal financial
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situation of the United States was such that we couldn’t afford it. I
don’t think anybody can preclude all the contingencies of what might
come up 5 years from now.

As T view this now and viewing the problems of the hemisphere,
T would feel ineclined to support it and support it in the future, if I
could conscientiously do it. If I couldn’t, I wouldn’t feel any qualms
about it. 3

Mr. Frevixeauysey. Would the gentleman yield ?

Chairman Morcax. Mr. Hays, before the gentleman began his
testimony today, he said he had a very important engagement and
weuld have to leave the Hill at 12 :45.

We have time for one question, Mr. Findley.

Mr. Finorey. Mr. Secretary, I know that our Government places
the highest priority on our effort in South Vietnam. With that in
mind, do you see anv objection to an amendment which could be added
to this resolution which would express the sense of the Congress that
Latin American countries should be more active on our side in the
defense of South Vietnam?

Secretary Rusk. I think, sir, that that would be tying two things
together that really ought not be tied together. These countries in
Latin America are not members of the SEATO Treaty. They have
historically not undertaken the responsibilities or interests in that
part of the world.

We would welcome such assistance as they might find possible to
give South Vietnam, but I would hope that would not be made a part
of this great task that we face here in any event in this hemisphere.

Mr. Fizprey. Thank you.

Chairman Morean. I just want to say for the record that the
Bogota resolution passed the House by a voice vote. A rollcall was
demanded, but there was not a sufficient number to support this
demand and the roll was not called. This is an indication that there
was ot much opposition in the House of Representatives.

Secretary Rusk. I am glad to hear that, sir.

Chairman Morean. Thank you, Mr. Secretary.

The committee stands adjourned.

(Whereupon, at 12:45 p.m., the committee adjourned subject to the
call of the chairman.)
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WEDNESDAY, MARCH 15, 1967

Houst or REPRESENTATIVES,
CoMMITTEE OF FOREIGN ATFFAIRS,
Washington, D.C.

The committee met, pursuant to adjournment, at 10 a.m., in room
2170, Rayburn House Office Building, Hon. Thomas E. Morgan
(chairman) presiding.

Chairman Moraean. The committee will come to order.

We are meeting this morning in open session to continue hearings on
resolution House Joint Resolution 428. To support the other Ameri-
can Republics in a historic new phase of the Alliance for Progress.

The witness this morning is the Ambassador Sol M. Linowitz, U.S.
representative to the Council of the Organization of American States.

With Ambassador Linowitz is Anthony M. Solomon, Assistsant
Secretary of State for conomic Affairs; Robert M. Sayre, Acting As-
sistant Secretary of State for Inter-American Affairs; and Richard
Richardson, Acting U.S. Coordinator, Alliance for Progress.

Mr. Ambassador, you have a prepared statement and you may pro-
ceed, sir.

STATEMENT OF AMBASSADOR SOL M. LINOWITZ, U.S. REPRESENT-
ATIVE TO0 THE COUNCIL OF THE ORGANIZATION OF AMERICAN
STATES

Ambassador Liznowrrz. Thank you, Mr. Chairman.

I would like at the outset of this statement to offer any disclaimer
with respect to longstanding expertise in this field. As perhaps you
know, I have only recently taken on my duties. Actually it is a little
over 4 months since I came to work for the Government, and what I’
presume to do in a few minutes this morning is offer you some of my
own observations as those of someone from the business world who has
recently found himself exposed to an enterprise of much larger dimen-
slons—tha Alliance for Progress.

As a businessman, even one with an abiding interest in Latin
America, I could only acquire a rudimentary sense of the problems of
that continent, and only a parochial view of its promise.

But T have now had an opportunity to see the Alliance from the
broad perspective that I think only the public service affords. I have,
in my work as an Ambassador to the Organization of American States
and as the U.S. representative to the Inter-American Committee for
the Alliance for Progress (CIAP), come to know my colleagues from
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our neighboring countries, and I have picked up a broader familiarity
with the countries themselves—what they are doing, what they are
thinking, what they are hoping.

I am deeply impressed by what I have seen. The Latin American
leaders with whom I have worked are practical men of vision. They
will not be content until their countries have emerged into the kind
of prosperity that the resources of Latin America should make pos-
sible. T have encountered a sense of urgency to get on with things
that is the surest guarantee of success. And the progress of the past
6 years under the Alliance for Progress attests to the qualities of this
new breed of leadership. The countries of Latin America have, to
an increasing degree—and starting from a very low base—mobilized
their own resources in the cause of economic and social development.
I think the United States has good reason to be proud of its con-
structive role in helping to assure that these early foundations of
progress will endure. !

There is still much to be done by the Latin Americans in develop-
ing wise and timely governmental policies for continuing and acceler-
ating their own growth. And Latin American leaders are coming to
realize that governmental policies can, in fact, be used to generate
prosperity in areas previously unexplored. Industry and agriculture
means enterprise and initiative on the part of the businessman, the
farmer, and the worker. In order to grow and to thrive, they must
be subject to the goad of competition. They must have the public
facilities—the transport, the communications, the power and the
finance—that will make the wheels go round, and they must have
markets. !

Economic integration is part of the answer to these needs. Many
Latin American countries in the early stages of their growth have
pursued policies of protection which have fostered uneconomic indus-
tries in some cases, and have on the other hand lost important oppor-
tunities for profitable investment. Many Latin American markets
have proved too small to attract profitable investment. Others, poten-
tially large enough, have been hampered by restrictive tariff and
pricing policies as well as by inadequate infrastructure, by lack of
trained manpower, and by the low productivity of the land.

These are the things that Latin American leaders are coming to
realize and these are the things they want to correct. I am persuaded
that economic integration, with its implications for productive private
enterprise, deserves the full encouragement of the United States, as
the Nation which has demonstrated so brilliantly in its own history
the developmental role of the marketplace.

It is this sense of things that the President wishes to support at
Punta del Este. Tt is this sense of things which I urge the Congress
to support.

Mr. Chairman, perhaps, with your permission, I might supplement
the statement by a few words of explanation, if it seems appropriate,
regarding some of the figures we were discussing here yesterdav.

With your permission, sir, I would just take a look at the resolution
which we have before us and try to relate the paragraphs of the reso-
lution as clearly as I can to the figures which were mentioned in the
message by the President and in the testimony by the Secretary
yesterday.
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If I could do this first by turning to the first operative paragraph
of the resolution, you will note it provides that Congress recommends,
in support of the concept of a Latin American Common Market and
after appropriate steps have been taken toward progressive establish-
ment of such a market, that the United States furnish through the
Inter-American Development Bank standby resources to be matched
by Latin American countries to provide integration adjustment
assistance to facilitate the transition to a fully functioning Latin
American Common Market.

What we have in mind with this paragraph and the way it relates
to the statement of the President and the testimony of the Secretary
might perhaps be summarized as follows.

After the countries of Latin America have entered into a Common
Market Treaty, after they have taken appropriate steps to begin to
implement that treaty, after these steps have resulted in the diminu-
tion or lowering of certain tariff and trade barriers, it is likely that
there will be dislocations affecting particularly the balance-of-pay-
ments situations of various of these countries.

For example, an industrialized country may be next to one which
is far less industrialized. Tariff barriers are lowered. Goods will
begin to flow between the two countries. Some of the industries, some
of the labor in the less developed country will be adversely affected in
its balance-of-payments situation.

This resource which would be provided for under this language
would make it possible to offer temporary loans to tide over during
that period of imbalance.

Our thought is that we would contribute toward such a standby
resource commencing not until 1969 at the earliest, and probably not
until 1970, a figure between a quarter and a half of a billion dollars.

For purposes of computation, we are assuming $450 million as the
figure. . This would be matched by the Latin Americans. We would
be contributing and the Latin American countries would be contrib-
uting on a subscription basis, but the outside figure we have in mind
there is $450 million as our share

Mr. Freuineuuysen. Annually?

Ambassador Lixowirz. No; one contribution, $450 million as a
single contribution toward this fund.

Mr. FarestriN. Is this to be a revolving fund, or is it to be repaid?

Ambassador Lixowrrz. This is to be on a loan basis and therefore
to be repaid.

Mr. Gross. What if they don’t match it ?

Ambassador Linowrrz. Well, we used the phrase “matching” mean-
ing subject to agreement with reference to matching, and if they don’t
do their share, obviously we couldn’t be expected to do our share.

Mr. Serpex. Mr. Chairman, will the gentleman yield ¢

Isn’t the amount to which you refer a maximum of $450 million but
with the possibility it could be considerably less?

Ambassador Linowrrz. As a matter of fact, we have no reason to
believe that even a substantial portion of that will actually be re-
quired, but what we are talking about here is a figure of $450 million
to be matched by the Latin American countries to constitute a fund
which would be available for such integration assistance.
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That is the first portion of this resolution, and I wanted to be sure
that the figures were clear in terms of the language now contained.

Mr. Morse. Mr. Chairman. !

Chairman Moreax. Mr. Morse.

Mr. Morse. Mr. Ambassador, in your remarks—and I copied your
language down very carefully—you said, “This resource which would
be provided for under this language.”

Now, it seems to me that what you are implicitly suggesting is that
this is an authorization. Those were your precise words, sir—*“This
resource which would be provided for under this language.”

Now, do you suggest that we are in fact committing ourselves, or
what do you suggest by the use of that language? It was your lan-
guage, Sir. g

Ambassador Lixowrrz. Mr. Congressman, if the language is not as
precise as I will now make it, please regard the amateur nature of the
witness for the moment and let me go back and state it so there is no
misunderstanding. :

Mr. MorsE. If you, as American Representative to the Inter-Ameri-
can Committee of the Alliance for Progress and Ambassador to the
Organization of American States, have an understanding as expressed
by the words you use, clearly the Latin Americans and everybody else
is going to have the same understanding.

Chairman Morcax. T wonder if we might proceed in regular order
and the members reserve their questions until after we have heard the
Ambassador’s statement?

Ambassador Lixowrrz. Thank you, sir.

The second paragraph refers to the United States joining with the
other members of the Inter-American Development Bank in the provi-
sion of resources to that institution to be used for financing multi-
national projects which promote Latin American economic integration.

During the past 3 years—if I may just say a word about that—ve
have been contributing at the rate of $250 million a year to the Fund
for Special Operations of the Inter-American Development Bank.

The President in the budget indicated that he would be requesting
replenishment of that fund for the next 3 years. The rate of U.S.
contribution over the past 3 years was $250 million a year.

What we are concerned about in this resolution is augmenting that
Trund. What we have in mind is, that we should cooperate with the
Latin American countries in the provision of additional resources in
making these multinational projects actually come alive and become
effective. |

Our thought is that we would be coming back to you and asking for
$50 million a year additional in this Fund over a 3 year period, or a
total of $150 million. ‘

Just to avoid any misunderstanding, what I am saying is, that we
would expect to be coming back here shortly to make our case for this
$50 million per year, together with our regular $250 million annual
contribution 3 years for each of the next 3 years to augment the con-
tribution to the Fund for Special Operations.

Now, the third financial portion of the problem before us is dealt
with in the fourth paragraph, that the U.S. provide an increase in
assistance under the Alliance for Progress for programs of educa-
tional and agricultural modernization and improvement of health.
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It goes on to say—and I particularly call to your attention this
fact—that the nature and amount of such assistance is to be dependent
on demonstrated need and adequate self-help within the recipient coun-
tries.

Now, for fiscal year 1968, the President proposes to ask for obliga-
tional authority of an additional $100 million. As you heard yester-
day from the Secretary, from the contingency fund which would be
added to the figure which is already being asked for in new appropria-
tions, $543 million, to bring the total to $643 million in 1968.

For the 4 years thereafter—and again dependent upon the proper
performance by the Latin American countries themselves in these
areas of education, agriculture and health—we would expect to come
back and ask for $200 million per year for those 4 years to be ear-
marked for those specific purposes.

That totals $900 million for education and agriculture. Congress
has already established authorization for $750 million per year under
the Alliance for Progress for the years 1968 and 1969.

Therefore, the total figure for 1969 of $543 million, plus the addi-
tional $200 million for 1969, would come within the $750 million
authorization previously approved for 1969.

Now, that is how we come to the $1.5 billion; and just one further
word, sir. Why didn’t we put this figure in the resolution? Why
didn’t we spell out these precise figures?

I think the simplest way to say it is that what we have had in mind
in these projections is to put before you outside figures with reference
to these three items. We do not at this moment believe that they are
precise enough so that we properly can ask for authorizations. A
good deal or most of the validity of these figures will depend on what
the Latin American countries do themselves.

We do expect to come back to you each year and to make our case
and to ask for authorization, and appropriation, but we did think it
was important to come here and ask Congress to convey its sense of co-
operation with the President as he goes to Punta del Kste. We would
hope that would assure the President of that sense of cooperation and
support, and it was with this in mind that we presented the resolution
as we have and why the figures have not been inserted in the resolution.

Thank you, Mr. Chairman.

Chairman Morean. Thank you, Mr. Ambassador.

Mr. Ambassador, from the figures as you read them, I have the im-
pression that about three-fifths of this extra money is to go to basic
bread and butter projects such as agriculture, health, and education.

Ambassador Livowrrz. That is right, sir.

Chairman MorcaN. And about a third of it would go to assist in the
formation of a common market.

Ambassador Linowrrz. Well, sir, of the $1.5 billion, the outside
figure we have in mind, $900 million would go for education, agricul-
ture, and health, and a total of $600 million would be available for the
two other objectives.

Chairman Moreax. The two other objectives?

Ambassador LinowIrz. Yes.

Chairman Morea~. Thank you, Mr. Ambassador. I recognize the
importance of this resolution and I hope that the Congress and this
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committee will act promptly. We are facing a limitation on time.
This committee will have to work a little harder because, as you know,
we are anticipating an Easter recess here on Capitol Hill. The leader-
ship has not yet spelled out the exact number of days of recess, but
if we are to act promptly and have this ready by April 12 when the
President leaves for the Summit Conference, we may find it neces-
sary to work again tomorrow and Friday, to try to get this resolution
ready for the floor next week. 1

The leadership has not arranged next week’s schedule yet. It ap-
pears to me that it will be necessary for us to bring it up early next
week.

Mrs. Bolton.

Mrs. Borrox. Thank you, Mr. Chairman.

Mr. Ambassador, the resolution is for a period of 5 years?

Ambassador Lixowrrz. It would be operative over a 5-year period.

Mrs. Borrox. Why? ‘

Ambassador Lixowrrz. Because we felt that the most we could
project presently would be the needs as we anticipate they might arise
over the next 5-year period which, in itself, has some merit.

In the areas of education and agriculture, particularly, we could
see what has to be done, and on which we could have some specificity
get an idea of what might be involved. We thought this was as far as
we presently ought to undertake to plan.

Mrs. Borrox. You did say a minute ago that you would be coming
back here each year to the committee.

Ambassador Lixowrrz. Yes; we would, indeed, Mrs. Bolton.

Mrs. Borrox. Supposing the second year the committee finds that
it is not very happy about what is being done and doesn’t allow you
the money.

Have you agreed to give the money regardless of what you bring to
us each year? |

Ambassador Laxowrrz. I would not expect that by this resolution
you would be commitiing yourself to precise figures. What I would
hope would be that by approving the resolution you would be endors-
ing the principle and feeling that the President has the support of the
Congress in going to Punta del Iste and indicating our willingness
to cooperate with him in these areas.

Mrs. Borrox. That is a very clear statement and T thank you for it.

That is all, Mr. Chairman.

Chairman Moreax. Mrs, Kelly.

Mrs. Kerry. Thank vou, Mr. Chairman.

I am delighted to welcome you here. I am glad that you are a suc-
cessful businessman from New York who has joined the government,
because I have never understood why the business community at times
has displayed a rather skeptical attitude toward the things that our
Government is doing. ‘

Ambassador Lixowrrz. Thank you.

Mrs. Kerry. I see from your statement that many Latin American
markets have proved too small to attract profitable investment.

Can you name some of the possible industries in which Americans
may be investing in Latin America in the future?

Ambassador Lixowtrz. May I perhaps with your permission read
you
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Mrs. KerLy. If you want to submit it for the record, you might.

Ambassador Linowrrz. This is just a few sentences from David
Rockefeller that I think are particularly apt and may get to exactly
the point you have in mind. )

He says, in connection with the economic integration movement and
what it will mean for us:

Most businessmen I talk with—
And this is an article he wrote in “Foreign Affairs” in April, 1966—

most businessmen I talk with consider it absolutely imperative for true progress.
Without such integration there is inefficient division of markets and costly
duplication of effort. Only by closer cooperation can the Latin nations make
the best of their own resources and provide the broadest appeal to additional
foreign investment. Most U.S. businessmen recognize that a tariff barriers
between nations are dropped, the increased demand for finished goods will create
a broader general market. Agricultural nations will be buying within the Latin
American market many of the goods they now import from other areas. The
resulting generation of domestic capital will decrease the emphasis on foreign
aid and open up new opportunities for private investment.

I think basically that is the philosophy about it.

Mrs. Kerry., That article was written after I had a discussion with
Mr. David Rockefeller on this very point. It bothered me that
business seeks to invest in industry in those countries where the wages
are lower than the wages in the United States and then to import into
this country the products made at lower cost.

Now, here is a problem: At what point do we stop helping those
people? When the articles produced in their countries become com-
petitive with our own? Am I clear?

Ambassador Linowrrz. As I understand the question

Mrs. Kerny. Let me give you an example.

Ambassador Linowrrz. All right.

Mrs. Kerry. I bought a portable typewriter for 2 dollars in New
York. A friend of mine bought what appeared to be an identical
typewriter under a Belgian label for half the price.

Now, that is the question! At what pomt do we stop investing
abroad or providing aid? When that article comes into competition
with our own industries?

Ambassador Linowrrz. I would assume, Mrs. Kelly, that if type-
writers are going to be made more cheaply in Belgium, they will be
made regardless of whether or not the United States invests

Mrs. Kerry. But it is a subsidiary of our company that is producing
them !

Ambassador Linowrrz. The choice, I would assume, is not between
whether U.S. investment ought to play a part, but whether or not
we can compete successfully in certain areas where other countries are
able to manufacture products more cheaply than ours.

I think perhaps Mr. Solomon might want to comment on this point.

STATEMENT BY HON. ANTHONY M. SOLOMON, ASSISTANT
SECRETARY OF STATE FOR ECONOMIC AFFAIRS

Mzr. Soromon. The level of wages and the level of prices in any par-
ticular national economy or regional economy—Ilet’s say the Common
Market in Europe—reflects, of course, the realities of that situation,
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and there is no way of attempting to make uniform those differences
in per capita income and wage levels.

We have without question benefited from the development of U.S.
investments in the Common Market and the large volume of pro-
cluction that they are doing there in two respects.

One, the income effect in the Common Market has created so much
new additional trade that it has offset and swamped the problem that
you are talking about, Mrs. Kelly; namely, the fact that the Common
Market, the creation of the Common Market has diverted some of our
exports away so that there are customers among them that trade with
each other rather than the United States.

Secondly, we are not concerned about the fact that in sophisticated
manufactured goods they have a wage advantage. We have a tre-
mendous capital advantage and technology advantage, and the whole
pattern of U.S. trade as it has been evolving is one where we are in-
creasingly making the more sophisticated goods and other countries,
10 or 20 years behind us or even longer, are making the goods that
we are beginning to leave behind, and there is where their lower wage
factor is an advantage. |

This is the nature of a moving world, and the overall result of this
I think has been very good. The United States is still by far the larg-
est supplier of the world, we still have the largest trade surplus in the
world, we are a stronger economy than ever, and our technology keeps
moving ahead. ‘

In fact, it is interesting that the very existence of high wage rates
Is a_spur to our private enterprise to keep developing more and more
sophisticated capital technology in order to offset this disadvantage of
the higher wage cost in this country, so I think that your concern is
legitimate in specific areas, but in terms of the overall U.S. economic
situation it is not justified.

Mrs. Kerry. I would like to ask one more question.

Will the Latin Americans themselves, those who are able, invest in
their own countries more than they are doing now ?

Mr. Soromow. We believe that they will, for this reason. The
problem of investing in Latin America today is that the Latin Amer-
lcan businessman can either invest in a small enterprise which he
runs himself and for work for a small market, or he can invest in real
estate, land and buildings, where he is protected against inflation,
or he can invest in a savings account in California and get himself a
5 percent return, and there has been a substantial volume of that in
previous years. ‘

Now, the situation—as you create a larger market—is you neces-
sarily force a larger scale plant or firm to service that market if you
want to be competitive. This will tend not only to create a challeng-
ing market for the businessman already in business to reinvest all his
earnings, because up until now the problem has not been, you see, that
he is not making sufficient profit; the problem has been he hasn’t had
a big enough market. .

Therefore he will have a larger market and a larger challenge which
will spur him to reinvest at a much larger rate, expand at a much
larger rate. : . .

Secondly, the existence of lager scale firms will tend to create a capi-
tal market in Latin America with Latin American middle-class people
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buying stock in these larger companies, so I think that you will have
the effect that you are talking about from two sources.

Mrs. Kerry. Is this going to contribute to diversion of our trade?

Mr. Soromon. No, we see no reason why it would. We believe that
even more so than in the case of the Common Market in Europe, the
trade-creating effects for the United States will swamp the trade-
diverting effects, and I think we have proof of that in the statistics
which I can submit for the record as to what has happened in the case
gf thl? Central American Common Market and the European Common

arket.

Mrs. Kerry. Will you supply those for the record?

Mr. Sovomon. Surely.

(The following information was subsequently submitted :)

TRADE-CREATING EFFECTS OF THE LATIN AMERICAN COMMON MARKET FOR THE
UNITED STATES WILL SWAMP THE TRADE-DIVERTING EFFECTS—CASES IN POINT :
THE EUROPEAN COMMON MARKET AND THE CENTRAL AMERICAN COMMON MARKET

U.S. exorts to the two existing Common Markets, since their creation, have
increased at rates double that of total U.S. exports during the same periods.
From 1958, when the European Economic Community was initiated, total U.S.
exports increased by 53 percent, whereas U.S. exports to the EEC increased by
over 100 percent. From 1961, at which time the Central American Common
Market became effective, U.S. total exports increased by only 30 percent, as com-
pared with a 70-percent increase in U.S. exports to the Central American
Common Market.

The Furopean Economic Community now takes 17.6 percent of total U.S.
exports as compared with 13.6 percent in 1958. This increase in U.S. exports
occurred despite a marked increase in intrazonal trade in both areas, indicating
that trade creation has more than offset any trade diversion which may have
occurred due to integration. Attached are two tables which indicate the growth
of U.S. exports to the two areas.

U.S. exports to the Central American Common Market, 1961-66
[Millions of dollars]

Country 1961 1962 1963 1964 1965 1966
Costa Riea. .o 42 50 53 61 61 62
El Salvador....._.. - 35 41 50 68 61 70
Guatemala___.__._ - 60 61 74 85 97 91
Honduras......... - 37 43 44 50 54 68

Nicaragua...- - 32 | 46 45 59 69 71
Total. - cccemceeeeee 207 i 240 265 323 342 362

Source: U.S. Department of Commerce, Bureau of Census.

U.8. exports to the European Economic Community, 1958—66
[Millions of dollars]i

Year: Value
1958 2, 449
1959 2, 420
1960 - 3, 482
1961 3,571
1962 3, 652
1963 3, 994
1964 4,577
1965 4, 966
1966 5,332

Source: U.S. Department of Commerce. Data for 1964-66 adjusted to include special
category commodities.
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Chairman Moreax. The time hase expired ?

Mr. Mailliard. ‘

Mr. Marvrrarp, May I defer my questioning, Mr. Chairman, until
I find out more about what is going on ?

Chairman Morean. Mr. Frelinghuysen.

Mr. FreLiNgHUYSEN. I welcome yeu before the committee. I
would like to say also that I approve very much of one statement you
made today. I agree with you that the United States should be proud
of its constructive role in helping to insure that these early founda-
tions of progress in Latin America will endure. )

My questions are certainly not aimed at sabotaging what we have
been doing, and what I think we will continue to do. I say that as
a preliminary, because I am very much disturbed about the nature
of the resolution which you are asking us to accept.

You have suggested that the reason we should act is to show that
Congress—I am not sure I quote you accurately—that Congress sup-
ports the principle of cooperation with our Latin American neighbors.

Well, T don’t suppose anyone would argue that we would be unwilling
to support that principle. If it were just that, there would be no
problem at all, but the practical matter 1s that you seem to be involv-
ing us in something that looks suspiciously like what the President
said he was going to ask of Congress only the day before yesterday in
a special message. He said that we should and I quote:

I believe we should pledge increased financial assistance in the years ahead.
He goeson tosay:

The fundamental principle which has guided us in the past—demonstrated need
and self-help—will continue to shape our actions in the future.

Then, with emphasis, he says:
I recommend— :

And T can understand the President recommending, but how Con-
gress does it and to whom T still don’t know. The President says:

I recommend that Congress approve a commitment to increase our aid by up to
$1.5 billion or about $300 million per year over the next 5 years.

Well, as T understand it, this really isn’t considered a commitment
because it is not an authorization.

I was asked by somebody who attended the hearing yesterday, when
Secretary Rusk spoke, whether as an alternative to this resolution T
would favor an authorization of a certain dollar figure over and above
what we have already approved for the Alliance for Progress.

Yesterday I hedged in my answer, but my answer today is that I
feel if we are to accept the long-range implications of what the Presi-
dent is clearly asking and what the Secretary of State is clearly ask-
ing, we should come up with an honest authorization for a long term
ahead. ‘

This resolution as now worded is just going to get us in trouble.
All you are doing basically is—you are saying this in one way or an-
other, the Secretary and yourself—you are saying you want an indi-
cation of congressional support for whatever the President is going to
pledge at Punta del Este next month.
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Well, one of the main things that he plans to pledge is that we are
going to provide funds for 5 years—instead of 2 that arve already
authorized—in the field of education and agriculture.

T would be in favor of such a centinuation of assistance in those
areas. I would be in favor of considering now the advisibility of ex-
tending an authorization, but I would not be in favor of something
which ostensibly does not do that but which, when read with what has
been said, must be construed as a promise on the part of Congress, as
well as a promise on the part of the executive branch.

You are also suggesting that we buy, as a pig in a poke, the idea
of contributions that will not be needed until 1969 or 1970 to a so-called
integration fund.

This morning you suggest that a one-time contribution not to exceed
$450 million, whereas only yesterday the Secretary of State said it
might be up to $500 million over a b-year term, and presumably not
as a single shot. We are not really sure how big that fund would
need to be, what kind of assistance would be needed, whether it would
in fact be a transitional thing and, if so, how long that transitional
period would continue.

You are asking us to approve now something which you can’t really
spell out for us, but nonetheless something that we should support
in 1969 or 1970.

T am not saying at all that when the time comes we should not sup-
port such a fund. I am not saying that we shouldn’t say now that
we would give sympathetic consideration to the advisability, when
the time comes, of making an appropriate contribution to such a fund
if funds should be necessary. However, you are asking us to commit
ourselves—in highly irregular, unusual language—to a course of
action which is not justified on the basis of any emergency such as
did exist in the Tonkin Bay resolution, nor is this resolution compara-
ble in any way to the Bogoté resolution which preceded the commit-
ment which the administration made at the Punta del Este Confer-
ence in 1960.

T would suggest, and what I have already attempted to state, that
i Congress is to take immediate action we do so on the basis of an
alternative resolution. This would indicate the continued sympathy
of Congress, which you would like us to express now, with respect
to the objectives we have in common with Latin America, and our
willingness to continue our support for those objectives, such a reso-
Tution would not tie us up in a straitjacket with respect to situations
that involve the considerable amount of money, situations, I repeat,
that will not be even identifiable, suitably identifiable, until 1969 or
1970.

T would urge, if the chairman is right that we must act immediately,
that we act on something other than the language of this resolution.

T would be very reluctant to oppose a resolution, the purpose of
which or the basic objective of which I favor, because of the form in
which it is cast, yet, T 'don’t see any alternative at the present moment
but to oppose what you are suggesting.

Now, could T ask specific questions about the nature of the proposal
before us?

Ambassador Lixowrrz. Would you like me to comment on any of
the things you have said?
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Mr. FreLiveruysex. I would be glad if you would.

Ambassador Laxowrrz. I would like to say a couple of things.

First, to clarify any possible question that there is any inconsistency
between what I said regarding the integration assistance fund and
what was said by either the President or the Secretary, my under-
standing is that the President and the Secretary were saying what I
was saying. |

The language which the President used in his message was—

Approximately one quarter to one half billion dollars over a three to five-year
period beginning about 1970 may be required to assist Latin America to move
toward a common market.

That is the only indication that there was to be any money put into
such fund, that figure over that period of time.

The Secretary yesterday said:

Between $250 million and $500 million for the establishment, under the IDB,
of an integration fund which will help to smooth the transition of Latin America
into a common market. These funds will not be needed until specific action is
taken by the Latin American governments, probably not until 1969 or 1970.

In short, we are all saying the same thing, that this is a one time
contribution.

Mr. FreLixermuysex. My memory may be short and my arithmetic
may not be good, but as I understood you, you said there would be no
more than $450 million, and that figure, with others is how you arrived
at. the figure of 1.5 billion ; $450 million doesn’t sound to me like $500
million—even in Washington.

Ambassador Lixowrrz. Mr. Congressman, T think what the differ-
ence is that the 250 to 500 is the range for the purpose of giving you
the outside figure, which is exactly what we are talking about.

Mr. FreLineaUysexn. But you didn’t use the same outside figure.
You gave us something less than the outside figure that both the Presi-
dent and the Secretary of State just gave us. Why didn’t you give us
5 hundred million ? ‘

My time is slipping by. Apparently time is so precious we really
haven’t time to discuss either the language of the resolution or why
you have reduced the figure from $500 to $450 million. If vou have
an answer, I will be glad to hear it, but it does sound as if we are
talking about different outside figures.

Ambassador Lixowrrz. No, I think

Mr. FrerzeruyseN. Why don’t you set an outside figure of $500
million if the President and the Secretary of State do ?

Ambassador Lizowrrz. What you are putting your finger on is
exactly why we are not here asking for express authorization.

Mr. FreLiNeHUYSEN. It is precisely why we shouldn’t approve lan-
guage so loose that we may wind up with even greater ficures. I am
not saying that when the time comes, and we can see what the total
need will be and what the contributions of others will be, to an inte-
gration fund that the United States wouldn’t have a major respon-
sibility to make some financial contribution I am saying that this lan-
guage is a pig in a poke. Why should Congress buy something of this
kind when you are so fuzzy—by saying you, I am talking about the
administration generally—as to what the outside figure will be.
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Ambassador Linowrrz. Well, I don’t think we are fuzzy as to the
outside figure.

Mr. FreLiNaUYsEN. You haven’t answered why you aren’t using
the $500 million outside figure that the Secretary used yesterday.

Ambassador Lixowirz. The way we came to the $1.5 billion total—
it was obviously impossible to take up all the one-quarter to one-half
and say we will compute that into the 1.5.

You have to have some figure to add in in order to come to the
outside figure of 1.5.

Mr. FREYLINGHUYSEN. You ought to agree on your own figures, it
seems to me, Mr. Ambassador.

Why is the $100 million to be used for education and agriculture
this year taken from the contingency fund instead of being taken
from within the ceiling that is already authorized for the Alliance?

Ambassador Linowirz. Because there are special needs that we
think will be met by these additional funds.

Mr. FRELINGHUYSEN. It has nothing to do with the nature of the
purpose, surely, which leads to the use of contingency funds. You
could use funds that would be available under the authorized ceiling
for the Alliance.

Mr. Soromox. If I may answer that, sir, I think there is some
confusion.

We are not talking about the President’s contingency fund. What
the Secretary said yesterday was, in answer to the question of where
is the $100 million mcrease in the Alliance for Progress in fiscal 1968
provided for in the budget, that it is included in the $800 million of
worldwide contingency possibilties noted as such in the budget.

This is a common budgetary custom that when you are not yet in a
position to indicate, particularly in view of an international negoti-
ation coming up, you are not in a position to indicate where this goes,
and you are going to indicate this to the Congress later on in the
session, you see, then at that point you do provide for it in this budget-
ary manner.

Mr. FreLineHUYSEN. I don’t understand what you are talking
about. I regret to say your statement clarifies nothing in my own
mind. T understood the Ambassador to say the contingency fund is
to be used.

Mr. Soromon. Itisnotthe President’s contingency fund.

Mr. FrELINGHUYSEN. Looking at the language of the resolution, you
indicate the second operative paragraph is to be used, if we pass this
resolution, to pledge $50 million a year for 3 years to multinational
projects operated by the Inter-American Development Bank; is that
correct ?

Ambassador Lixowrrz. These would be multinational projects
undertaken by groups of nations, but the funds would be administered ;

es.

v Mr. FrenineuUYsEN, Well, if the pledge is to be for 3 years why,
at the very minimum, is there no reference to a 3-year period in that
operative paragraph? There is no reference to a time period at all.
If you are planning for a period of 3 years, not 5, not 1, why don’t we
put in a 8-year limitation ¢
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Ambassador Linowrrz. I can see no objection to that, sir. Again
this is obviously something that would be included

Mr. FrerineruyseN. Well, I can see an objection.  We are talking
about a 3- to 5-year period in many of these cases. What you are ask-
ing is for Congress to abdicate its responsibility to take a look at these
things down the road. ‘

When President Kennedy was alive he had members of the Foreign
Affairs Committee up to the second floor. He sat in his rocker try-
ing to persuade us to go for a long term authorization for some of
these foreign aid programs, and in the case of the Alliance for Prog-
ress in certain cases we have approved a long-term basis.

But if you now are asking—and this is the gist of the argument—
for a long-term program, and you are certainly asking this with re-
spect to the integration fund which isn’t even going to be in existence
until 1969, you should surely spell out that this is the significance of
the resolution. You want us to pass judgment on certain questions
for a period of years. Then we will not be in a position to pass judg-
ment on it in future years. :

1 would suggest, if you propose a 3-year program for that kind of
financial assistance, that we ought to indicate it in the resolution. It
seems very poorly phrased. There is no reference—with respect to
the integration fund paragraph—at all that is not to be developed
until 1969, that this is in effect to be a one-shot operation. There is
no indication of what a transitional period is. There is no indication
of how much matching is to be required.

It seems to me that if we are to tie our hands with respect to an ob-
ligation to provide substantial financial assistance, that we ought to
have language that at least represents what we plan to commit our-
selves to next month. ‘

Chairman Moreax. The time of the gentleman from New .J ersey
has expired, and the time of the gentleman from Michigan, Mr.
Broomfield, has expired.

Mr. SerpEN.

Mr. Seroew. Mr. Ambassador, T think perhaps some of us are get-
ting confused as to just what is in this resolution, what it actually
does. Consequently, T would like to ask several questions, the an-
swers to which T hope will clarify the situation.

Am T correct in stating that, while the resolution does recommend
resources to carry out certain specifies, the resolution does not au-
thorize the appropriation of funds. Am I correct in that statement?

Ambassador Livowirz. It doesnot authorize, that is right.

Mr. Serprx. Am I correct in stating further that the reference to
specific amounts in the President’s message, in the Secretary of State’s
statement yesterday, and in your statement today, is an effort to spell
out the maximum additional amounts that the executive branch of
our Government feels it will be necessary to spend in Latin America
during the next 5 years?

Ambassador Lixowrrz. For these purposes, that is correct, sir.

Mr. Serpex. Am T correct in stating further that this resolution
does not in_any way bind the Congress to a specific figure? The
amount spelled out in the President’s message, as I understand it,
will have to be presented to Congress with the necessary justification,
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and specific funds will have to be authorized and appropriated. Am
I correct in that statement ?

Ambassador Lixowrrz. That is absolutely correct, sir.

Mr. Sepen. I think the record should show this clearly, because
some of the statements that have been made by members of the com-
mittee would indicate that they have interpreted the resolution some-
what differently.

Novw, it is my further understanding that, if some of these provisions
are not carried out—for example, if steps are not taken toward the
progressive establishment of a common market—then there is a_good
possibility that the United States will not appropriate any funds for
that purpose, let alone $450 million.

Only if progressive steps art taken toward the establishment of a
common market and the Latin American countries under the provi-
sion of this resolution agree to match integration adjustment assist-
ance funds will we participate in assisting them in bringing about this
TLatin American Common Market. Am I correct in that statement ?

Ambassador Livowrrz. That is correct, sir.

Mr. Sepen. In other words, this resolution does not authorize
funds. What your statement has done, as well as the statement of the
President and the statement of the Secretary, is simply to spell out
what you are going to come to the Congress later and ask for, provided
these different things work out in the manner that you hope they will
work out during the next 5 years.

Ambassador LiNnowrrz. That is exactly correct.

Mr. Morse. Will the gentleman yield ?

Mr. Serpen. I will be happy to yield.

Chairman Morean. There 1s 1 minute remaining.

Mr. Morse. I have a question of the gentleman from Alabama.
Doesn’t it seem reasonable, if the Congress in adopting this resolution
which says that the Congress recommends that funds be expended—

Mr. SerpeN. It says “additional resources”.

Mr. Morse. Will the gentleman tell me what is meant by “resources”
unless it is money ¢

Mr. Serpen. The resolution does not authorize funds.

Mr. Morse. If the Congress recommends now that resources will
later be expended, and necessarily incorporates by reference the
specific figures included in the Ambassador’s testimony and the Secre-
tary’s testimony, when the administration comes up for an authoriza-
tion what they are going to do is not seek an authorization but merely
pursue a previously adopted congressional recommendation.

Mr. Seroen. They will have to seek an authorization because the
resolution does not authorize funds.

Mr. Morse. Of course. Do you think for a moment Congress is
going back on its word ?

Mr. Seroex. Congress isn’t saying in this resolution how much they
are going to appropriate or authorize. All they are saying in the
resolution is that, under certain conditions, they will make additional
resources available—when and if. The Executive returns and justifies
a specific authorization. T don’t think anyone is bound to a specific
amount. The President has indicated the maximum specific amount
he expects to request but, as Ambassador Linowitz pointed out, these
amounts could be smaller.




62 SUPPORT FOR NEW PHASE OF ALLIANCE FOR PROGRESS

Mr. Morse. If that is the intent of the resolution, let’s make the
language say just that.

Mr. Serpen. It saysthat.

Mr. Morse. I disagree. ‘

Chairman MoreaN. Mr. Gross.

Mr. Gross. Mr. Chairman, in résponse to the gentleman from Ala-
bama, he has been around here long enough to know that if the Con-
gress gives its approval to a deal of this kind, the appropriation will
be forthcoming on the basis of the commitment.

He has been through that old deal of the multi-million dollar high-
way that went with the Chamizal agreement and all that cruddy stuff,
and he knows that if the House adopts this commitment resolution and
the President goes down there with a greenbacked carrot—as this
resolution would authorize him to do—the money will be forthcoming.

Mr. Serpen. Will the gentleman yield ?

Mr. Gross. Let’s see if I have time, and then I will yield to you.

First of all let me ask you, Mr. Linowitz, was this Xeroxed, this copy
of your statement,?

Now let me ask about this proposed Common Market in Latin
America. If it is such a good thing, why don’t the Latins establish
their own Common Market ¢ ‘

Ambassador LaNowrrz. They are making the overwhelming con-
tribution toward it, sir. i

Mr. Gross. I don’t care whether it is overwhelming or underwhelm-
ing. Tell me why they don’t create their own Common Market if it
is such a good thing. !

Ambassador Lixowrrz. This is their own Common Market, sir, but
we are cooperating with them by offering them the assurance of some
financial help. !

Mr. Gross. Why should we have to finance any part of it ?

Let me ask you this question: What is this Common Market going
to do to American farmers? I happen to represent a few of them and
I would like to know. We have had some rather sad experience with
the Common Market in Europe. Can you give me any idea as to what
the Common Market in Latin America will do to American agricul-
ture?

Mzr. Soronron. The stafl papers that have been done on this so far
and the consultations |

Mr. Gross. What staff papers?

Mr. Soromon. The papers that we have worked on in the Govern-
ment to analyze the difference effects of the Latin American Common
Market, and the consultations we had with the experts in the Depart-
ment of Agriculture do not indicate to us any injurious or adverse
effect on U.S. agricultural exports.

Now, U.S. agriculture exports to Latin America, for commercial
purposes as distinguished from Public Law 480, are fairly limited.
What we believe the chief impact of the Common Market will be on
agriculture, Mr. Gross, in Latin America is that there will be substan-
tial increases in the volume of food grown as industrial development
takes place in the cities as a result of the larger market, and the work-
ers in those factories will have higher incomes to buy more food.

One of the big problems in Latin American agriculture is not simply
that the governments are not putting enough capital resources or the
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farmers are not putting enough resources into growing more food—
the problem is marketing the food because the people in the cities have
such small incomes.

Mr. Gross. I have heard that story time and again.

You know we had our throats cut for a long time in the European
Common Market, and American farmers are being clobbered today by
European imports of dairy products. They were first clobbered on
poultry products.

I you have read the latest figures on farm prices to American
farmers, you will find they are down 11.5 percent on poultry in the
last year. These things haven’t helped us any, yet you come here
and want us to spend money to create a common market when we
haven’t the slightest idea of what it is going to do to American agri-
culture. Not with my vote.

How many loans of our loans are in default or have been deferred
or rolled over in Latin America? Have you any figures? Ilow are
you doing with the present loans down there?

Ambassador Linowrrz. Mr. Gross, our present estimate is about
a half dozen may be in default, but we would like to supply full in-
formation for you later on, if we may.

Mr. Gross. 1 would think if you were coming up here to sell us such
a bill of goods you would have some figures at hand as to what has
hagpened to our loan situation in Latin America.

Ambassador Lixowrtz. I am told that the default is not more than
a couple of months, sir, so there would not have been longstanding
default in the loans.

Mr. Gross. I don’t care whether it is longstanding or shortstanding
defaults, I would like to know.

Chairman MoreaN. The gentleman’s time has expired.

Public Law 480 is primarily for the benefit of the farmers, they
don’t need to worry about a common market. An aid program sup-
ports the domestic market, Mr. Gross, which is of great benefit to your
farmers.

Mr. O’Hara. Thank you, Mr. Chairman.

Mr. Ambassador, I join my colleagues in welcoming you on board.

The President in his message asked for the counsel and help of the
American people. How many of the American people do you think
would understand the meaning of economic integration—what per-
centage of the American people do you think would understand what
that means?

Mr. Lixowrrz. Notenough, I am sure.

Mr. O’Hara. They would get that mixed up with some other kind
of integration, wouldn’t they ¢

Ambassador Linowrrz. They might.

Mr. O’Hara. What percentage do you really think understand the
meaning of the words “open market” ?

Ambassador Linowrrz. Again,notenough Americans.

Mr. O’Hara. All might not realize that one of the reasons for the
suiccess of our country has been that we have had an open market,
right?

“Ambassador Linowrrz. Right.

Mr. O’Hara. There were people at the beginning who thought the
States should levy their own duties, and control their own com-
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merce with other States, with no commen commitments, but fortunate-
Iy, our forefathers wisely gave us the open market. That is why the
farmers in Towa today are in such an enviable economic position.
They owe a lot to the open market.

Now, Mr. Ambassador, is it your thought that if this has worked
well with us it will work well in Latin America? Isthat our thought?

Ambassador Livowrrz. I think that is relevant, sir. It worked well
here, it worked well in Europe, and we think it makes extremely good
sense in Latin America today. |

Mr. O’Hara. Let me read from your testimony, as I think this was
very well put: w

The businessman and the farmer and the worker, in order to grow and thrive,

must be subject to the goad of competition.
They must have the public facilities, the transport, the communications, the

finance, and then they must have markets.

This is the way you put it. ‘

We will help them develop their public facilities, transport and
communications, but that won’t be enought. They must have the
markets. |

You go on and discuss economic integration. Now, Mr. Ambassa-
dor, I appreciate the way you have presented your position and the
way the Secretary yesterday and the President have presented it. We
don’t know how much it is going to cost. We don’t know how long
it will take. We don’t know the degree of cooperation we will get
from the Latin American leaders and institutions, but all we are saying
is if these opportunities broaden, if we have this cooperation, if we
see ahead of us a realization of the dream that beckons, we will go
into it. ‘

Now, that is all we are doing, isn’t it ?

Ambassador Livowrrz. We say if they do their part we want to be
ready to help. =

Mr. O’'Hara. My good friend and colleagues and able chairman of
the subcommittee has stated that this is no appropriation, no author-
ization, but is merely a saying to our cooperating American nations
that if you prove up and do your part we will not fail you. That is all,
isn’t it?

Ambassador Linowrrz. Yes, siri

Mr. O’Hara. Thank you.

Chairman Moeran. Mr. Derwinski.

Mr. Derwinskl. Thank you, Mr. Chairman.

Mr. Ambassador, I would like to clarify a bit of the background of
this coming meeting. There has been so much debate over this tragi-
cally controversial resolution, I would like to clear the total picture.

First of all, how many Latin American Presidents at the monent are
not expected to attend the Conference ?

Ambassador Lixowrrz. We are hopeful that all of them will.

Mr. DErwinskI. Including Duvalier?

Ambassador Livowirz. We really haven’t any reason to believe
he will not come, but there are some who think he may not.

Mr. DErwinsKI. In other words, we are hoping for a full attend-
ance to give this Conference a most dramatic impact. This is our
hope, but I feel from the language in the newspapers it will fall
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short, even with our hopes and aspirations. T just want to be sure
that somebody in the State Department was taking some advance
attendance roil.

Chairman Morcan. Your question has already been covered in the
vecord. It was asked of the Secretary yesterday, and he answered
it pretty well.

Mr. Derwinskr. I realize that, but I want to be sure that every-
body will be there to appreciate our generosity.

Mr. Farsstein. Wouldn’t you include Duvalier in the Caribbean
group rather than South America ?

Mr. Derwinskl I understand Duvalier is chargeable to South
America.

Now, Mr. Ambassador, isn’t there a danger in the wording of this
resolution by whomever specifically in the Department drew it up
that this resolution in effect is an admission of failure of the Alliance
for Progress, because it speaks about a historic new phase which
to me would say that the previous efforts have been a failure and we
are rushing in to bridge the gap. Isn’t that the danger here?

Ambassador Livowrrz. May I respectfully say that is a misreading
of the resolution and I think a misreading of the facts. The Alliance
for Progress has been a great success.

Mr. Derwinssr. Why don’t we just continue on the present founda-
tlion rather than this entirely new approach both in language and
dollars?

Ambassador Linowrrz. Because the needs are greater, the require-
ments to move them forward into the 20th century are coming upon
us from all sides. These are people who have made such progress
over the past 6 years that we now see an opportunity to make even
greater progress.

Mr. Derwinskr. In the last few years they moved from the 18th
to the 19th century and now they are to be moved from the 19th
to the 20th ?

Ambassador Lixowrrz. I think, as you know, sir, the fact is we have
been shown substantial progress in Latin America over the past 6
years, and precisely because we have been encouraged by that, and
we are heartened and excited by what took place at Buenos Aires
just a few weeks ago, that we are here with the resolution to support
the President when he goes to Punta del Iste.

Nations committed themselves clearly in the meeting in Buenos
Aires to fulfill the very things we are here talking to you about, sir.

Mr. Derwinsgr. This would include perhaps an understanding of
the problems our fishing fleets have had offshore in Tatin America?

Awmbassador Linowrrz. We are discussing that with them.

Mr. Derwrnski. Successfully?
~ Ambassador LaNnowrrz. 1 think in a spirit of mutual understand-
ng.

Mr. DerwinskIl. Now, there is one specific phrase that intrigues me
on page 3 of the resolution, the last line, of the first “Whereas,”
“Clommensurate changes in national policies and practices.”

This language would seem to me to indicate we intend to dictate
changes in national policies and practices.
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How could this balance with democracy and the principle of self-
determination or any other phrase you throw around in the State
Department ? ;

Ambassador Linowrrz. Of course, we don’t intend to dictate na-
tional policies and practices. We are hopeful that they will adopt,
of their own volition, changes in national policies and practices with
which we can fully cooperate. ‘

Mr. Derwinsgr. And if they don’t?

Ambassador Livowrirz. All this is dependent upon their doing
what we believe they should be doing in order to have the benefit of
our assistance and cooperation.

Mr. Derwinskr. That will make interesting reading when we start
to write minority reports. !

In a number of instances in this resolution we use the phrase
“standby”—*“standby resources,” “standby commitments.”

Now, just what is the commitment by us by the word “standby”?
Does this imply, as others have pointed out, perhaps an advance
commitment from the Congress?

The word “standby” would indicate it is available when the use is
deemed necessary. !

Ambassador Lixowirz. As and when needed, a standby resource
is one there to be used as and when needed.

Mr. Derwinskr. We would be pledging ourselves now to provide
it later when needed. We would already be creating a standby situa-
tion.

Ambassador Lixowrrz. No; may I again respectfully say that the
standby resource referred to is one which is not calling for a com-
mitment of this Congress. It is merely there to indicate the kind of
thing we hope Congress would support when we come back and ask
for a precise sum. ‘

Mr. Derwinskr. Then we are pledging something in the future to
meet this standby obligation.

Ambassador Lixowirz. We are asking Congress to approve the idea
of having established a standby resource.

Mr. Derwinskr I would like to direct one question—if I have time
left—to the chairman. !

Mr. Chairman, fully appreciating the importance of this resolution
and trying to appreciate its priority, I can’t help but note that it is
going to be a month before the President is down in Latin America so
perhaps we ought to drop this thing for a week and give him some
resolution before he heads to Guam. He shouldn’t have to go to
Guam without a resolution !

Mr. GarraceER. If the gentleman would introduce it, I would sup-
port it. ‘

Chairman Moreax. I would request the gentleman to go back and
read the testimony of Under Secretary Dillon when he appeared be-
fore this committee on August 23, 1960, in support of a request for a
similar resolution to help a President from the gentleman’s own party
when the same type of speed was essential.

Mr. Derwinskr. It is a dangerous precedent, Mr. Chairman. You
shouldn’t have set it. ;

Myr. FrerineaHUYSEN. Will the gentleman yield ?
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Mr. Derwinskr. I will yield.

Mr. FreuincaUYSEN. The resolution Mr. Dillon supported has very
little resemblance to the one we are now considering. That was an
authorization of an additional $500 million for the Alliance for
Progress.

Chairman Morean. In 1960 it was recognized that a new adminis-
tration was coming in and it was deliberately stated that they were
not going to request a single dime until the following year.

Mr. FreLINGHUYSEN. I hate to argue with my chairman, but to me
there is a fundamental difference between an authorization resolution,
which is a promise, a commitment, to consider the advisability of mak-
ing appropriations, and a quasi-commitment such as is being asked of
us with this kind of language.

Chairman Morean. Under Secretary Dillon pledged $20 billion at
Punta del Este.

Mr. Freuineauysen. Well, suppose this President pledged a figure
of $20 billion, would we be displeased or pleased ?

If we were committed to accept whatever the President was going
to say before he went down, because he came and told us what he was
going to make in the way of a pledge or commitment, we would have
had our mouths shut. Perhaps because Secretary Dillon got in hot
water there is now an honest effort on the part of this administration
to indicate quite clearly what kind of pledges they are planning to
make this time. I sympathize strongly with the President in his
desire to get congressional support beforehand, and their understand-
ing of what he is going to do.

However, this involves making a commitment on the part of Con-
gress long before anything has developed, for instance, with respect
to a specific need for money in an integration fund. I do not think
we should commit ourselves in the way in which it is being asked of
us, nor do I think this is similar in any way to the resolution that
was submitted before the conference in 1960.

Chairman Morean. The gentleman will remember that the resolu-
tion in 1960 carried an original amount of $700 million. There was
$500 million for which no appropriation was to be requested at that
time plus $100 million for the contingency fund, and $100 mil-
lion for earthquake relief for Chile. The contingency fund was
eliminated on the House floor because the Appropriations Committee
under a previous authorization had already appropriated the $100
million which was needed. None of the $500 million which was
specified in the resolution that the Under Secretary of State took with
him to Bogotd was appropriated at that time.

Mr. FreLiNnGHUYSEN. It was committed in the sense that we devel-
oped an authorization. The chairman is simply pointing out the
danger of the procedure actually used in 1960, the unwisdom of
responding with such speed to a request of such a size without suffi-
cient consideration by this committee or by Congress. This is the
very reason I think we should go slower, not more quickly, with
respect to a resolution that can’t be even roughly compared with what
we did at that time.

Mr. Serpex. Will the chairman yield ?
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Chairman }oreax. Well, I wonder if something was wrong with
the great body, the House of Representatives on August 23, 1960,
when the Bogot4 resolution passed the House on a voice vote.

Mr. Fremwemuysex. I didn’t ‘suggest that was anything wrong
with the House at the time it took that action. What I am suggesting
is that if there was nothing wrong then, there is nothing wrong now
in taking similar action now. If we do want to make a commltment
we can authorize it before the President goes down and makes the
commitment. If an fluthorlzwtlon doesn’t stand the test of whether
we should approve of such a big commitment over so long a period,
it would have been a mistake to have offered it, but it seems S to me this
is the orthodox and appropriate way for us to proceed.

Mr. Serprx. Will the gentleman yield ?

My, Frevineruysew. 1 didn’t realize T had the floor, but I will be
delighted to yield to my friend from Alabama.

Chairman Moreax. This is Mr. Farbstein’s time.

Mr. FarpstEIN, I will yield.

Mr. Serprx. Is the gentleman 'from New Jersey suggesting we put
a special fund authorization m‘the resolution, althouoh as he has
pointed out, it may be several vears before we know how much will
be needed as far as the integration fund is concerned ¢

Mr. Freuixerroyses. If the gentleman is seriously asking me the
question, I think he has answered it. I think it is obvious that Con-
gress should not abdicate its responsibilities with respect to an honest
evaluation of a program of that substance.

My belief is that if we had an authorization there would be a rejec-
tion now of any decision as to ywhether to commit ourselves—to the
extent which the administration may be planning to do next month in
Punta del Este—to a program that will not be established until 1969.

I think it 1s wrong for Concrreqs to go along with that kind of an
operation. T think it is right, entnelv rwht that we support in gen-
ous, even hllsome terms our 1onost‘1ndmo and intimate relationships
with Latin America, and our desire to continue to provide substantial
financial assistance to help them with their problems, including eco-
nomic integration. However, I think a resolution should not go beyond
that. Tf it simply said that we cooperate with our President in his
going down to Punta del Este, I would have introduced the resolution,
but when you look at this vesolution it doesn’t do any such thing, and
it does a far more dangerons thing. Tt invades the prerogatives of the
Congress to take a Jook at a matfer of this substance at a time when
we would have sufficient evidence for us to be able to evaluate it.

Mr. Szrpex. I disagree with the gentleman. As I read the resolu-
tion, it simply dees not authorize or appropriate funds, and Congress
will have an opportunity to look at these programs before they au-
thorize or appropriate.

Mr. Frenivernoysex. But the gentleman couldn’t possibly be con-
tending that the specific and open \ admission on the part of the Secre-

tary of State and the Ambassador this morning, and the special
message to the Congress by the President of the United States, are not
going to commit this country fo a course of action swhich will be
ratified, if this resolution should be passed. by Congress. When the
bills become due as Jong as 5 vears down the road we will be under
amoral obligation. at least, to pay those bills.
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Surely the gentleman is not naive enough to think that there isn’t
something mighty close to an authorization in the language which he
is advocating.

Mr. Seroex. If I am not mistaken, commitments were made in con-
nection with the Alliance for Progress for something like a maximum
of a billion dollars a year, but I might point out to the gentleman this
committee hasn’t authorized a billion each year, nor has the Congress
appropriated that amount. We have looked at the programs very
carefully and have given different authorizations each time in connec-
tion with the Alliance for Progress.

Mr. FreLinemuyseEN. That is why I say we should not go down the
road 5 years and give any one a blank check.

We have never done that with respect to a fund which may never
come into existence and which may need four times as much money
as the administration now anticipates.

Mr. SerpeN. We are simply saying in this resolution, as I under-
stand it, if this economic integration fund comes into existence and
if the Latin Americans do certain things, then we are going to co-
operate with them.

The President, in his message, spelled out the maximum amount the
TExecutive thinks will be necessary, if that happens, but it still will be
subject to the authorization of this committee and an appropriation
by the Appropriations Committee.

Mr. FreLineaUYsEN. That is no protection at all. ' We will have an
obligation to honor our commitment made this year without any
knowledge of what the financial situation will be with respect to this
fund 3 or 4 years from now. The fact that we have an outside figure
which varies depending on which administration we hear from is not
going to be any protection to us as an outside limit in 1969.

Mr. Serpen. I would certainly agree with the gentleman that if
these things are carried out, if the Latin American nations come
through with their commitments, we would be obligated to support
them in their integration efforts. ‘

Mr. FreLineauysen. This is my argument. ,

Mr. Serpen. In my opinion, however, the executive branch must
justify any request for funds to this committee before we would
authorize a specific amount.

The Secretary, the President, and the Ambassador have simply
spelled out what they believe will be the maximum amount necessary,
but if this resolution is passed we are not authorizing funds.

Mr. FreLineaUYSEN. No one has contended that.

Mr. FaresteIN. Is my time used up?

Chairman MoreaN. The gentleman from New York’s time has ex-

ired.
P Mr. FarssteiN. Mr. Chairman, may I ask one question ?

Chairman Moreax. I am sure the committee will bear with one
question, )

Mr. FarsstEin. I would like to reply to Mr. Frelinghuysen.

On page 4 of this resolution in the printed copy, at the bottom in
the paragraph before the last it says:

The nature and amount of such assistance is to be dependent on demonstrated
need and adequate self-help within the recipient countries.
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Now, does the gentleman suggest that Congress should determine
whether or not there was demonstrated need and adequate self-help, or
should the administration determine whether or not there has been
demonstrated need and adequate self-help in order to determine
whether or not money should be advanced ?

Mr. FreLinegHUYSEN. I don’t understand the relevance of the gen-
tleman’s question at all. It is quite obvious the administration has
considerable responsibility in this area. :

Mr. Farpsteix. That 1s exactly the point that I seek to make.

Mr. FreLixeuUYSEN. Who is arguing that point? No one is argu-
ing that the administration hasn’t a responsibility in this area. No
one is arguing that it wouldn’t be appropriate from time to time for
the Congress to support the administration in its efforts to make prog-
ress in the Alliance for Progress or elsewhere.

Mzr. FaresrerN. Then it comes down to the administration in its
wisdom shall appropriate or recommend suflicient money to be ap-
propriated in order to meet what they think are the needs by the South
American countries.

Mr. FreLINGHUYSEN. But they are not doing that in this case. If
they were recommending an authorization for funds so that the Presi-
dent could go down and say, “The Congress has authorized me to say
that we will pledge additional funds to what had already been au-
thorized by Congress,” I would accept, this as a conventional way of
expressing support for the nature of the commitment that the Presi-
dent is intending to make, with or without this kind of support. I am
citing the irregularity of the way they are seeking congressional sup-
port.

! Chairman Morcan. Mr. Berry.

Mzr. Berry. Thank you, Mr. Chairman.

I hesitate to inject myself into these various arguments over agri-
culture and foreign aid, resolutions, and so forth, but I think it should
be pointed out that instead of the farmer getting a great windfall
through Public Law 480, actually it is agriculture that has been pay-
ing for a sizable part of the foreign aid program, and I think I should
also point out, for those who represent a strictly consuming area, that
these so-called farm support price programs are a subsidy to the con-
sumer and not to the farmer. The farmer simply collects the check.
The consumer receives the benefit in the form of cheaper food.

I just wanted to toss this in, too, with regard to this portion of the
resolution. I think if we pass this resolution as it is, and it is under-
stood that the figure would be in the neighborhood of $450 million to
finance this Common Market program—and I am not opposed to the
Common Market program, I want you to understand—I am certain
that the State Department would then come back to Congress, point-
ing out that Congress is under obligation, because of this resolution.
They will claim that the South American countries have gone ahead
and established their Common Market program on the basis of this
pledge. I think that Congressis tying its own hands in this resolution.

The thing that I think should be pointed out is the fact that South
America has more natural resources than this country. The only
reason that this Nation is further ahead, or primarily the only reason,
is because of our system of government, or free enterprise system of
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economy. This is the thing that has made this country great. The
fact that South America is decades behind is because they lack free
government and free enterprise.

What I am wondering is what we are doing to improve their sys-
tems south of the border, their systems of government, to help them
build up government patterned somewhat after ours. Are we doing
anything as to that, or are we limiting it only to monetary aid?

Ambassador Linowirz. Well, of course, we are working with them
as neighbors in all areas, political, economic, social, and the relation-
ships which we have established cut across the board—they cover
the whole sweep of inter-American relationships.

What we have before us in this resolution obviously relates only to
indicating our sense of wanting to make them aware of the support
for these Common Market projects the% envisage and the new efforts
in education, agriculture, and health which they contemplate.

This does not mean that this is all-inclusive. For example, the
agenda adopted by the Foreign Ministers at Buenos Aires just a few
weeks ago covered items obviously not contained in this resolution,
and there will be more which will be introduced when the Presidents
meet, just as many more of these matters have been and are constantly
under discussion between us and the countries of Latin America.

Mr. Berry. Would this $450 million then be used for education and
this sort of thing in the Common Market, or is this just for the Com-
mon Market organization, as such ?

Ambassador Linowrrz. Just for the organization and the transition
to the Common Market to help them; once they have taken steps to
move to a fully functioning Common Market, we are going to be co-
operating with them by making our contribution toward the fund,
which will help.

Mr. Berry. The organization of the Common Market, though, is
economic only ; is it not ¢

Ambassador Linowrrz. Yes, sir.

Mr. Berry. That is all, Mr. Chairman.

Mr. Gross. Will the gentleman yield ?

Mr. Berry. I yield.

Mr. Gross. Will that be operated like the Coffee Agreement, where
they put the price up to the American consumer ?

lAmbamssador Lixowirz. The Common Market would not relate to
that.

Mr. Gross. But would it be operated on that basis?

Ambassador Linowrrz. No; it would not, sir.

Chairman Morean. The gentleman’s time has expired.

Mr. Gallagher.

Mr. GarragaER. Thank you, Mr. Chairman.

Ambassador Linowitz, I share with my colleagues my delight in
your being here today.

In listening to my colleagues, I think it is regrettable that this res-
olution has fallen into the political meat grinder. Normally on mat-
ters like this involving foreign policy, this committee has been
bipartisan. We all recognize what this resolution does. It is a resolu-
tion of good will and an indication of our support for a more progres-
sive day in Latin America.
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If it all works, then this Congress can work its will and its liberality
to implement this resolution when, as it clearly states in line 23, they
have demonstrated need and self-help within the recipient countries.
T think it is quite clear: ‘

Mrs. Borrox. Would the gentleman yield ?

Mr. GarnagHER. Yes, I will yield.

Mrs. Borron. Just for a moment.

I want to have it very clear in this meeting that there is absolutely
no partisan spirit in what is being said on this side of the table. We
have every desire to help the President and to work together with
him, but when we believe that a thing isn’t done very well, what
should we do—keep still—when we think it could be done better ?

Mr. GacvacaER. No, I think if it can be done better, then there
should be a substitute resolution to go into an authorization request,
and I would support an authorization request, but I think just to
potshot at the Ambassador here today is not really serving any great
and noble bipartisan purpose. ‘

Mrs. Borron. I am sure the gentlemen doesn’t really mean what he
issaying. Thereisno potshotting at all.

Mr. Garracaer. Well, T heard the Ambassador potshot at quite a
few times this morning. ~If my friends want to substitute an authori-
zation request to implement this resolution, I would support it.

Mrs. Borron. But isthere time?

Mr. GaruacuEr. This is one of the problems. In 1960, following
our chairman’s leadership, I was delighted to support President
Eisenhower, who just wanted the kind of credentials that our President
wants here today to go down and say that the United States is looking
forward to some progress in Latin America and we are prepared to
do our part. ‘

I think if there is an attempt to try to embarrass our President, then
I think what they are really doing is embarrassing this Nation

Mrs. Bouron. That is the last thing we are trying to do.

Mr. Morse. Will the gentleman yield ¢

Mr. GavracHER. 1 will yield.

Mr. Morsk. I resent deeply the implication of the gentleman’s state-
ment. There is no one on this committee who has worked any harder
over 4 vears in support of the Alliance for Progress, then I have and
the gentleman knows it. 5

For him to suggest that the questions raised by me or my colleagues
on this side of the aisle are designed to embarrass the President of the
United States or the people of the United States is an outrage.

Mr. Garracaer. Well, I am glad the gentleman views it that way,
because it was not an implication—it was a clear statement of fact in
some of the questions that were asked. Some of the things that you
have said and some of the things Mr. Frelinghuysen has said have
raised very good points. ‘

Is there really a moral obligation that the Congress is assuming?
You may think so; I do not think so. I think we are going to have an
opportunity. But some of the other questions that were directed were
clearly undiluted politics. f

Mr. Morse. The gentleman is indulging in politics of a high order
right now. |
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Mr. GarnacHER. You can say that. I thought we would bring some
balance into this meeting.

Chairman MoreaN. If the committee will come to order, I hope
we can stick to the subject matter at hand.

Ambassador Lixowrrz. Mr. Chairman, could I make a statement,
sir?

Chairman Moreax. Yes. Mr. Gallagher?

Mr. (GALLAGHER. Yes.

‘Ambassador Linowrrz. I would just like to say this, if might.

T know that the President is deeply anxious that this resolution, if
it is to be approved as he hopes and we hope, will have the widest
possible bipartisan support.

I know the President would not have wanted to participate in the
launching of this resolution if it were going to be construed as a parti-
san matter or one which suggested that partisan considerations should
be invoked.

1 know, too, that—as all of you here do—the President believes this
is a critical time in our relations in this hemisphere. We were in a
difficult situation. We found only when the Buenos Aires Conference
came to an end that the Latin American nations were indeed ready to
make the kind of commitments which would justify us in coming be-
fore the Congress and asking for some resolution which would convey
the sense of this Congress as well as of the Executive that we were
with them, offering them encouragement and incentive to go forward
with these commitments which are going to mean a great deal of
effort, of dedication, of use of resources on their part.

This resolution—may I just again say—is not designed to evoke a
commitment of Congress to a specific figure. We are not asking and
have no right to ask, and shall not ask for what has been described
as a blank check. We are not seeking and shall not seek to shortcut
congressional procedures.

We are here hoping that you will agree that a resolution in the form
presented would be appropriate, would convey the sense of this Con-
gress in cooperation with the President so that the countries of Latin
America, with whom he meets in a few weeks, will know that the U.S.
Government as a government is with them, is ready to help them if
they carry through on the statements and the commitments they un-
dertook at Buenos Aires,

The language here proposed has nothing except the intention of car-
rying through on what I have just said. It may well be that there
could be changes, perhaps Mr. Frelinghuysen might have some change
in wording which would help and perhaps others might. If there is
something here which you believe goes beyond what I have just said,
it is not intended to he part of this resolution.

T hope these words will perhaps clarify what apparently has been
troubling some of the members of this committee, and I would be
glad to reiterate it and to meet with any of you at any time in order
fo find & way of avoiding the slightest question but that that is pre-
cisely what we are trying to accomplish here.

Thank you, Mr. Chairman.

Mr. GarnagaER. Mr. Ambassador, T think that you have entirely
clarified the point. That is exactly the whole point of this resolution,
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and I think it could not be more clearly defined than by the definition
that you have just given to it. f

Is it possible under existing conditions to define an authorization
request n this matter at the present time ?

Ambassador Lixowrrz, Mr. Gaflla.gher, we think it would not be
fair to you nor fair to us for us to come in today with an authorization
request. We think you have a right to expect more of us than we can
give you now. We have to know more about what the Latin American
countries are ready and willing to.do. We think when we come back
we must in good conscience be ready to support with all available
evidence the request we make of you, and we don’t think we are at that
point today, and we have no right making that request until we are at
that point.

Mr. Garraguaer. Thank you very much. I think that is the exact
point of the discussion here this morning.

Chairman Moreax. The gentleman’s time has expired.

Mr. Mailliard. 1

Mr. Marmuuiarp. Mr. Chairman, I regret that illness prevented my
being here yesterday. I had asked for my time to be postponed slight-
ly in order that I might read the transeript—which I have now done.

I might also say that Mr. Gallagher and Ambassador Linowitz, per-
haps better than I could, made the points that T had wanted to make.

As a coauthor of the resolution, Mr. Linowitz, I know, will bear me
out that this language wasn’t just dreamed up. There was a lot of dis-
cusston that went on before it was agreed to.

It was my understanding when I introduced the resolution that it
had three purposes, the primary ‘one to give the President an ex-
pression of congressional approval of his participating in the summit
meeting to support the objectives implicit in the agenda agreed upon
at Buenos Aires. That was the first and primary purpose of it.

The frankness of the administration’s testimony as to what they
contemplate as possible future requests for authorization and ap-
propriation, it seems to me, has turned out to be a stumbling block
rather than something they should have gotten credit for, for spelling
it out as clearly as is possible under present circumstances—I think we
still don’t know, having been at Buenos Aires. There are still a lot
of questions which must be resolved.

Certainly, as far as I am concerned. the language of the resolution is
mtended to avoid any specific commitment on dollar amounts by the
Congress until the dimensions of the whole matter are better known.

I would also say that I think an'authorization at this time would be
most unwise, because I doubt we could really justify it until we mové
o little further down the track and find out what can be agreed upon
in more detail than has been arrived at so far.

It seems to me that in practically every one of the operative clauses
there is a phrase of one sort or another announcing to our friends in
Latin America that while we agree in principle, the amount and the
timing of our financial support of the program is heavily dependent
upon what specifics they agree to.

Would you be willing to accept that as the administration’s under-
standing as to the purpose of the resolution ?

Ambassador Linowrrz. Completely.
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Mr. Mairriaro, I don’t criticize any of my colleagues for looking
for a joker in the pack—I think that is their job—but I don’t believe
there is any intention, certainly not on the part of Mr. Selden and
myself, in having any joker in it whatsoever.

T would hope—with whatever amendments the committee in its wis-
dom might want to make in the language—that we can give this to the
President, and certainly there is no “bum’s rush” that anybody could
avoid. The timing is such that I think as a practical matter this has to
pass the House before we go into Easter recess if it is to be taken up by
the Senate and be passed before the time the President intends to leave.

Mr. FreLinaauyseN. Would the gentleman yield ?

Mr. Matuuiaep. 1 yield.

Mr. FreLinenuysen. 1 would like to express my regret at the tim-
ing of the resolution. It does seem to me, to use the gentleman’s ex-
pression, that there is a “bum’s rush.” We are given very little time
to discuss reasonable alternatives and are accused of partisanship if we
even raise questions about the language in the resolution. It seems to
me that as legislators we have a responsibility to protect the legislative
branch of our Government.

In 1957 when the so-called Middle-East resolution was advocated
by then President Eisenhower, the then Senator Lyndon B. Johnson,
described that resolution as a proposition that could not be disposed of
hurriedly in one fast gulp. The chairman and others are urging just
that with respect to this resolution.

As T have said before, I am very anxious to support my President
in what he does in the field of foreign policy. I am also anxious to
continue my support in a solid, satisfactory, commonsense way for the
Alliance of Progress, which I supported before it got that fancy
name. Yet I must say, I am inclined to resent somewhat the heated
comments which have been bandied about regarding the partisanship
which has been evident here today. I haven’t intended it myself.

I feel that we have a responsibility in this committee to look closely
at the actual language and determine what kind of a commitment, if
any, this does impose on future Congresses as well as this Congress.

Thank you.

Chairman MoreanN. Mr. Fraser.

Mr. Fraser. Thank you, Mr. Chairman.

Ambassador, I want to join in the welcome. I think you are a
good warmup for some of the sessions with our Latin American
friends.

T want to raise two or three questions.

There are two ways to expand the market for industrial production
in Latin America. One is regionally and the other is within the
country.

In some respects the potential market within a country holds as
much promise as a regional development, as things stand today.
Tsn’t that true?

Ambassador LiNnowrrz. Yes,sir.

Mr. Fraser. Many people in Latin America are really not partici-
pants in the market.

Ambassador Lixowrrz. It is true that both markets have to be
developed. There has to be more done to develop the national mar-
kets as well as an effort to develop the Common Market.




76 SUPPORT FOR NEW PHASE OF ALLIANCE FOR PROGRESS

Mr. Fraser. And of the amount of money that is referred to in the
resolution, $900 million is not directly involved with the Common
Market, but rather with development of education, agriculture, and
health? .

Ambassador LixowtTz. Yes, sir.

Mr. Fraser. I want to emphasize—as T attempted to do with the
Secretary of State yesterday—my concern about our continued em-
phasis on the narrow inputs oriented toward economics. I agree with
Mr. Berry that how their societites are organized is going to have
more to do, in the long run, with whether or not those internal markets
open up, than will the specific contributions that we make in a mone-
tary form.

I hope that our committee will pursue an amendment—if the reso-
lution is to be left in the form it stands now—which will emphasize
our interest in seeing that these societies move in ways to involve more
people in the development process, more of their own people.

Ambassador Linowrrz. Mr. Solomon wants to comment, briefly.

Mr. Soromon. I think you are absolutely right, Mr. Fraser, with
regard to the broad question that how the organization of the societies
in Latin America does evolve is more important than any narrow
sectorial consideration.

T would like to comment on your first statement that there is room
for as much growth within the national economies as there is in the
regional common market situation, because what has happened in
the manufacturing field in Latin America is that all the simpler kinds
of manufacturing investment to produce consumer goods which are
within their capabilities have pretty much come to an end or are com-
ing to an end. ‘

To continue the process of economic development in Latin America
requires a moving in of heavier industry, more capital goods, more
petrochemicals, more natural gas exploitation—there is a whole range
of areas where a small national market will not justify, will not per-
mit the private enterprise investment on the scale which is needed to
exploit it sufficiently. |

Mr. Fraser. T won’t argue that. T would make the argument that
if the enclaves in Latin America begin to trade with one another, T can
see an enormous value from that. They can get costs down and get
more efficient, and this will aid in their efforts to broaden their own
country’s market. My point is that there are so many millions of peo-
plein Latin America that aren’t even in the market at all. In a given
country, the enclave that exists, the developed enclave, can reach out
into its own country and find a market, hopefully, as the rural areas
come into the picture, with enormous benefit. Tt is not just a matter
of joining enclaves around Latin America, tying them together.
This is only to illustrate the point and not to argue it. ]

The other question I wanted to ask is, Why are we not asking for
multinational support in underwriting this common market effort?
I know this falls outside of the OAS, but why is it we don’t seek to
join hands with our Western European friends and others in Latin
America? Why do we insist in keeping this hemisphere an American
enterprise—or I should say a U.S. enterprise ?

I think this deserves to be commented upon.
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Ambassador Lixowrrz. Mr. Fraser, the thought is not a new one;
it is one which we have been exploring. I think it would probably be
inappropriate for me at this meeting to comment on it, but I can just
tell you that we are very much aware of what you have just said.

Mr. Fraser. Some parts of Latin America are further away than
Moscow from Washington, if I recall my geography correctly.

Ambassador Lixowirz. That is corect.

Mr. Fraser. And we have presumed that Latin America is our
sphere of influence, but it seems to me we are finding that this concept
is increasingly irrelevant in this world and that we must begin to draw
in other nations as a matter of self-interest.

Ambassador Lixvowrrz. As a matter of fact, sir, in Buenos Aires we
did, in our discussions with Latin American representatives, make clear
we would work with them in helping open up markets in other parts
of the world.

Mr. Fraser. When I talked to some of my friends in Canada, I
asked, “Why don’t you get into the OAS; there is need for you in the
OAS to provide leavening of this big giant versus the much smaller
countries #”

Their reaction was, “Isn’t that relationship just a little too over-
whelming ?” I am talking about some of our friends in Parliament
up there.

The United States is so overwhelming in this hemisphere that we
ought to reach out and get others to join in this enterprise along the
way. I don’t mean that we should hold off, but we ought to broaden
our horizons here if we are going to serve our interests, I think.

Ambassador Lixowrrz. 1 think that is a part of our policy, as a
matter of fact.

We have been very much aware of the point you make with refer-
ence to Canada. As you probably know, we are in discussions with-
them on this matter.

Mr. Fraser. But I know what their reaction is.

Ambassador Lizowrrz. Mr. Sayre might comment on that.

STATEMENT BY ROBERT M. SAYRE, ACTING ASSISTANT SECRE-
TARY OF STATE FOR INTER-AMERICAN AFFAIRS

Mr. Sayre. Congressman Fraser, the Canadians are making a con-
tribution in Latin America. They have taken a particular interest
in helping the islands in the Caribbean develop, and in Canadian terms
they feel they are making a substantial contribution down there.

They are also making a contribution to the Inter-American Bank.
The Canadians have put funds at the disposal of the Inter-American
Bank, and they are being administered for Canada by the Inter-
American Bank.

In addition to this, the Europeans are putting quite a bit of money
into the Inter-American Bank, and have opened up their capital
market to Inter-American Bank bonds.

It has been a philosophy of the Alliance for Progress from the day
it was announced, and it was also a philosophy before that that we
should try to get the Europeans and other capital countries to come
in and participate in this, and I would say that we have pnrsued that
with great vigor and intend to continue to pursue it.
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Chairman Morean. The gentleman’s time has expired.

Mr. Morse. |

Mr. Morse. Thank you, Mr. Chairman.

I am grateful, Mr. Ambassador, for the explanatory statement you
made a few moments ago, because it puts at rest some of the questions
that T have had. 5

I do have a conscientious convictions that some of the language in the
resolution as presented goes beyond that which the Congress should
now commit ifself. I support fully the concept of the Latin American
Common Market and the objectives of the resolution. However, I am
troubled by this perhaps technical but, in my view a perfectly valid
point, that the Congress is committing itself and is in fact endorsing
the Presidential recommendation, “I recommend that the Congress
approve the commitment to increase our aid.”

It seems to me that this resolution was designed to give expression
to the Presidential recommendation.

I shall now pose a question to you, sir, to determine what kind of a
lawyer you are. |

Does the Congress have the constitutional right to make the sort of
commitment encompassed in that statement ?

Ambassador Lixowrrz. I amistill enough of a lawyer to say I would
like to look it up; but we have talked about it, sir, and I understand
that it has been done in the past in some situations, but if I might say
so that is not, the commitment we are asking for here or suggesting
%1er.e. It is only a commitment to the principle expressed in the reso-

ution. I

Mr. Morse. If we can modify slightly the language of the operative
clauses recommended by the administration to overcome the reserva-
tions and concerns that some of us on this side of the aisle have, but
give clear expression to a commitment to the principle, would that be
acceptable to the administration ?

Ambassador Linowrrz. I am certain that there is no magic in these
precise words, and therefore if we could find words that do the same
thing and will not—and you are more familiar with this than I am—
that will not cause delay in the other body in getting the resolution
through, we would welcome your cooperation.

My, Morse. As a matter of fact, I think it would expedite considera-
tion by the other body if we were to effect these. There is no magic
in the language, I am sure, but my colleague from New Jersey awhile
ago asked, as an aside, to whom does the Congress recommend? The
word “recommend” is used in several of the operative clauses, and I
don’t know to whom Congress recommends.

Does it recommend to the President? Does it recommend to sub-
sSequeng Congresses? Does it recommend to the people of the United

tates? i

Tt is these kinds of questionsthat trouble me.

Ambassador Linowrrz. I might say that Mr. Frelinghuysen asked
me the same question yesterday, and my response was “recommend to
the President,” that this would be Congress recommendation to the
President that this be undertaken, because what we hope is that the
President could go to the summit meeting and say that he has the
recommendation of Congress that he follow this course.
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Mr. Morse. Then clearly with the language as it presently exists,
when the President comes back for specif?c authorizations to give ex-
pression to the resolution, he will be in the comfortable position of
saying that his request is pursuant to an earlier congressional recom-
mendation, and it would seem difficult for Congress to change its mind
at that time, as this implies to me a clear commitment.

Thank you very much, sir.

Chairman Morean. Mr. Tunney.

Mr. Tux~ey. Mr. Linowitz, it is a pleasure to have you here today
testifying before the committee.

I have a couple of technical questions. TFirst, how much has been
done to date by the Latin American countries to promote a common
market and to integrate their economies?

Ambassador Linowrrz. As I assume you know, sir, there is a Cen-
tral American Common Market which is functioning very successfully,
and LAFTA into South American countries plus Mexico, which has
been making slow progress, but some progress. Our hope is that
spurred by this kind of commitment which we hope will come out of
Punta del Este there will really be a major thrust forward toward a
true Common Market which has not yet really gotten nnderway for
Latin America.

Mr. Tux~ey. In the domestic politics in such countries as Argen-
tina and Brazil, is there a real desire on the part of the local politicians
to join forces to bring about this economic integration ?

Ambassador Livowrrz. The most gratifying part of these meetings
from which we returned a few weeks ago in Buenos Aires was the
unanimity of the countries, all of the countries, with respect to this
objective, and all 20 Foreign Ministers agreed that in 1970 the Com-
mon Market should be launched and concluded by 1980. This of
course meant the participation not only of the Foreign Ministers but
the people for whom they purport to speak, and our assumption is
that when they spoke they spoke with the knowledge of what the vari-
ous peoples within their countries wanted.

Mr. Tunney. I apologize for my ignorance, but was there discussed
at that time that the United States would participate within the frame-
work of the Common Market ?

Ambassador Linowrrz. Noj it is not contemplated the United States
would join in that Common Market.

Mr. Ton~eY. And what sort of a timetable was discussed in bring-
ing about at least the bare framework of the Common Market ?

Ambassador Linowrrz. Perhaps the easiest way would be for me to
read precisely what the foreign ministers said when they issued their
resolution.

They first said that economic integration is a collective instrument
for the development of Latin America and should be a policy goal
for each of the countries of the region as a necessary complement to
national efforts.

They then said that they agreed to recommend to their presidents
the following:

Create in the decade beinning in 1970 the Latin American common market,
which should be in full operation no later than 1980.

Mr. Tunxey. Thank you very much.

I have no further questions, Mr. Chairman.
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Chairman Morean. Mr. Fulton.

Mr. Forron. Iam glad to have you here.

I am one of the supporters of the resolution, so I do believe that
with Congressman Mailliard and other of us Republicans supporting
the resolution that makes the policy proposed still bipartisan.

My concern is that the proposed policy requires both Democrats
and Republicans to be bipartisan. I am a little doubtful about some
Democrats, I might add. Rather than have criticism about some
Republican members going off the deep end, it should be pointed out
that in the other body of the U.S. Congress there are some very VIP
Democrats who are already off the deep end and refusing to enter this
resolution or support it. If it is bipartisan in the other body, it is
bipartisan with some other President than President Johnson.

Mr. Garracaer. That is your definition of VIP Senators, I take it.

Mr. Fouron. Well, it is very difficult for us to find which Demo-
cratic Party we are dealing with at times either in the other body or
this House. !

Mr. GarracuEr. The Democratic Party of responsibility.

Mr. Fourox. But one can’t tell which branch it is that is the respon-
sible party sometimes: that is the point.

The question has arisen here on the word “commitment.” Actual-
ly this is a resolution, to me, that is a sense of Congress resolution
rather than a recommendation. It should be put in that context. So
T believe we should have some words about the sense of Congress, that
it is our judgment that the proposed policy is a proper course.

The question is whether this type of approach with Congress has
been used before. It should be recalled that the same tvpe of long-
term proposal was made by the President on the Marshall plan.
Those of us on the Foreign Affairs Committee at that time had the
problem of how could we in one C'ongress of 2-year duration, make a
commitment for 4 vears for the Marshall plan for rebuilding Europe.
TUnless there had been some definite evidence of an agreement by Con-
gress that the policy was necessary we couldn’t have had cooperation
on a bipartisan basis in this country nor could we have had collec-
tive action with the FEuropean nations, so that advance commitment is
a requirement. |

Another point where we in Congress have agreed to a long-term
commitment was when everv oneof us then in the House in 1961 voted
favorably after President Kennedy, in May of 1961, made the proposal
that the United States should have a program for a manned landing
on the moon within this decade. Every one of us then in Congress
voted on the record for that commitment, which I remember par-
ticularly as I called the rolleall, and the vote was unanimous. Both
Republicans and Democrats in the House have voted for that space
Jong-term commitment. ,‘

In our TU.S. system where we have action by the three independent
branches of the Government, the question is which branch shall move
first.  We should be in the position where it is concomitant action so
that we in Congress are proceeding together with, rather than at the
instance of the President. I put the resolution in that frame of refer-
ence—that this is the Congress proceeding independently with the
President. Thisresolution shows the evidence that Congress in a sense-
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of-Congress resolution, favors these new advances over the next decade
in U.S. foreign policy toward Latin America.

Could I ask a question on the amounts? These amounts are not
specific, as has been said many times, but what is the area of reference
within which they operate? Isita 5-,10-,15-, or 25-percent variation
of this figure, or 1s it just a round figure that has been taken ?

Ambassador Ianowrrz. I think Mr. Solomon perhaps might re-
spond to that.

Mr. Soromoxn. Well, the agriculture and education increases in the
Alliance for Progress are quite specific, sir. We would hope to be able
to justify those specific amounts in our request.

Now, in a multinational project, the 50 million part of the $300 mil-
lion a year authorization that will be proposed for replenishment of
the special fund in the Inter-American Development Bank, that also
will be quite specific assuming that the Board of Governors of the
Inter-American Development Bank agrees in April on a multilateral
replenishment of the funds with appropriate relationships with the
U.S. contribution being $300 million, of which 50 would be earmarked
for this.

The thing that is very “iffy” yet would be the exact amount of the
integration assistance fund if the Latin Americans do take—as Am-
bassador Linowitz has said—the appropriate actions. In that area,
the range was developed, after a series of various studies were
done

Mr. Frrron. You could put a statement in the record on that. I
would like to have in the record an indication of how the figures
were developed in that respect and what the reports were, specifical-
Iy, with some citations.

Mr. Sororxron. All right, sir.

(The following information was subsequently submitted:)

How FIGURES FOR INTEGRATION ASSISTANCE FUND WERE DEVELOPED

The requirements for integration adjustment assistance will depend on the
pace of integration and the criteria used for drawing from the fund. Both
of these remain to be worked out during the negctiations establishing the Com-
mon Market and the integration fund.

Since the decisions have not been made that would allow a more precise
calculation of requirements, a U.S. contribution could be estimated only within
the wide range of from $250 to $500 million. A matching Latin American
contribution of approximately the same size is anticipated. Estimated require-
ments are based essentially on experience from 1959 to 1965 in intra-LAFTA
and intra-Central American Common Market trade.

Balance-of-payments assistance would be expected to represent by far the
largest part of the integration adjustment assistance provided by a regional
fund. It is anticipated that such assistance would be based on calculations of
incremental intraregional trade deficits where the increment can be reasonably
identified as resulting from automatic trade liberalization under the schedules
leading to a Common Market.

Our analysis found that incremental intraregional trade deficits among the
LATTA countries over the period 1962 to 1965 ranged from a low of $38 million
in 1964 to a high of $149 million in 1965. The average incremental deficit was
about $100 million. Thus, were all incremental deficits considered to give rise
to drawing rights and past experience to be indicative of future requirements,
demand on the integration fund for balance-of-payments assistance would be
about $100 million a year.

In fact, however, there are considerations which would probably operate both
to increase and to decrease the amount of required resources.
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On the one hand, it is envisioned thait the fund would support an integration
arrangen}ent encompassing all Latin American countries and be based on a much
more rapid ratq of intrazonal trade libel"alization than during 1962-1966. Thesge
factors could increase the need for adjustment assistance relative to past
experience. ;

On the other hand, criteria for drawings are contemplated that would assure
that not all or perhaps even the majority of incremental deficits lead to drawings
from the fund. If, for instance, the in“cremental deficit arose from a diversion
of 1mpm:ts from extra- to intraregional sources or could be financed from an
extraregional surplus or the surplus eo“untry was itself in a position to finance
part .of th(; deficit, the need for drawings would be lowered or eliminated.

It is anticipated that adjustment assistance for particular industries and labor
“’oulq be provided through national ' agencies established for this purpose.
Drawings, presumably, would be based on criteria that require applicants to
show that they had been damaged by lintegration rather than by bad manage-
ment or by the trade and financial policies of their governments. Moreover,
damage from integration might not necessarily lead to drawings for industrial
adjustment assistance. The dollars received under balance-of-payments draw-
ings from the fund, for example, might be used to finance the capital equipment
or technology required for modernization or conversion to new lines of production
and thus serve a dual purpose. Or thellocal currency counterpart to such draw-
ings might be used to provide training to workers and perhaps some financial
assistance during the retraining period. Furthermore, in addition to drawings
on the adjustment assistance fund in foreign currencies, other resources in
domestic currencies would presumably be made available to national agencies
by their governments. With all these limitations probably no more than 10 to
15 percent of regional integration adjustment resources would be used for
this purpose. |

It is believed, accordingly, that the proposed fund would roughly meet antici-
pated needs. If Latin American fears of damage from integration are to be
overcome, the fund should have available resources on a standby basis adequate
for several years’ operations. If the dislocations they fear do not materialize,
part of the funds need never be called. After 1980, when the transition period
would end, the fund would be expected to cease lending operations and
gradually liquidate its debts. [

Mr. FourroN. As one fellow counsel to another, I feel that any excess
verbiage causes trouble in trying to find out what is meant at a later
date. My recommendation is that every “Whereas” clause except the
last two be deleted. I think they are unnecessary, and we may get
variations in what history is and what our intentions really are.

We should not try to decide which shall be the first as to Congress
and the President on affirmative actions in the international ﬁelc}.
The situation might be like the legislature of one of the early Ameri-
can States. They were dealing with the problem of a single-line
railroad with certain spurs or sidings for passing. The legislature
had decided that they would have a statute saying that whichever
train arrived at the siding first should pull onto the siding. But then
the legislature added a further provision that when that had occurred,
neither train shall proceed until the other train shall have passed.
You see, we can get into that situation with the President—neither
one of us can act until the other has already acted.

Thank you, Mr. Chairman. )

Chairman Morcax. The gentleman’s time has expired.

Mr. Findley. | _

Mr. Frxprey. Mr. Ambassador, I appreciate the fact that this reso-
lution is before the committee. To me, it gives the House an addi-
tional and helpful role in the development of foreign policy.
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I also view as very hopeful any move toward Common Market
developments any place in the world. I say that even though the
European Common Market is becoming a more protected market, and
perhaps will continue this trend, which may have some adverse con-
sequences for us.

I might add, too, that even though the United States is not to be
a part of the Latin American Common Market, I feel it is a very
worth while endeavor. We should provide encouragement, but I
question whether we have explored fully our own national self-Interest
in this proposal.

Has any Latin American government expressed any objection to
the United States being a part of this proposed Common Market ?

Ambassador Lixowrrz. You mean as a full partner in the Common
Market ?

Mr. FinpLey. Yes.

Ambassador Lixowrrz. I don’t think it has ever been put to the
representatives of Latin America in that sense. As the Secretary said
yesterday, there are two reasons which immediately might raise
questions

Mr. Finprey. I realize that, but no government has expressed any
concern about this?

Mr. Morse. Would the gentleman yield ¢

Mr. Frxprey. I am afraid I am going to be cut off, and I would like
to proceed, if I may.

Now let me illustrate what I have in mind. The principal items
that come to my mind that Latin America has that it would like to
sell into our market on more agreeable terms are sugar, perhaps coffee,
certain grades of livestock, petroleum, some textiles, and minerals.

Now, I am sure that Latin America would like to have a better
business relationship on those items in our market, and it could occur
to Latin American that we simply are not interested ourselves in be-
coming a part of a Latin American Common Market and that is why
there has been no expression. At least it can be said correctly that as
of today no single chief of state of a Latin American country has
expressed any objection, either officially or unofficially, to the United
States being a part of this larger market. Am I correct on that?

Ambassador Linowrrz. Would you comment, Mr. Solomon?

Mr. Sovomon. Informally, there have been continued discussions of
different possible ways that there could be a broadening of markets.

Mr. Fixprey. Has there been any objection to our membership in
the Common Market in those informal discussions?

Mr. Soromon. In informal discussions, but I don’t know of any at
the chief of state level, at informal discussions, ministerial and sub-
ministerial, and in various studies put out by organizations working
on the Latin American economic development, it has been clearly
recognized that a Common Market in which the United States par-
ticipated as a full member with Latin America would simply swamp
and kill the manufacturing and industrial development potential of
Latin America.
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Mr. Fixprey. I would like to have yvou illustrate that, because I
ean’t imagine how Utah, for example, which we might 1eo“u‘d as less
developed industrially than the rest of the United States, ‘has been
swamped or adversely affected cimplv because it is a part of a large
free trade area consisting of the 50 States.

Why would it neces:aulv follow that underdeveloped areas, less
industrialized areas would be adversely affected simply because trade
barriers between it and an industrialized area are removed ?

Mr. Sorosrox. Because the problem, Mr. Findley, is this: That
the process of building up the manufacturing establishment in Latin
America has been on the basis of highly protectwe tariffs. In fact,
one of the things that we are hoping is not only will there be increased
com petlt!on within the Common Mar ket, but we would hope and expect
that the average common external tariff that would emer ce afterward
would be substantially lower than the present range of very highly
protectlve tariffs.

Now, there is a period of ftdgustment that is required before these
mqnufftctumncr industries become competitive.

Mr. Fixprey. Of course, and a period of adjustment was provided
in the Treaty of Rome, as would hopefully be provided in the develop-
ment of this common market.

Take Italy. for example, less industrialized than Germany at the
outset of the Common Market. Can it be said that Ttaly was disad-
vantaged because Germany was a part of the European marlet ?

I think quite the contrary can be said, and it would seem to me to
follow naturally that the position of less developed areas in the West-
ern Hemisphere would be improved if the United States, with all of
its tremendous capital resources, and know-how and skill in market-
place operations, were opened up to become a part of their area. I
would thuﬂ it would lead to better wage and working conditions,
growth of capital and all of these other beneficial thlnos that have
come about in the European Common Market.

Mr. Soroyrox. The day may come when the disparity between our
average level and their average level of manufacturing efficiency may
be sufficiently reduced, say comp‘lrable to what it was between West
Germany and Ttaly, so that it may be possible—looking at it from a
strictly economic pomt of view—that a broadening of a Latin Amer-
ican Common Market to include other more industrialized areas such
as the United States might very well be in their interest.

Mr. Fixprey., Why don’t we say so in this resolution, then?

Mr. Soroarox. I think that i is so “far off in the distance, and it raises
all kinds of other problems, you must remember:

Ar. Frxorey. Why should it be put off in the far distance? What

valid fears should any Latin American country have with the United
States asa part of the Latin Amevican Common Market?

Alv. Soroaroy. There is the general fear in Latin Amevica that their
competitive ability would he adversely affected were a country as in-
dustrially powerful as the Tnited States to he a member.
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Mor. Fizprey. Do you think that is a valid fear ?

Mr. Soromon. Ithink it istoday, without question.

The day may well come where the average manufacturing competi-
tive efficiency relationships between our two areas may be sufficiently
narrowed so that they would then find that they could enter into a com-
mon market relationship with a country such as ours and get on bal-
ance net advantages even though some of their industry would be
still, under those conditions, khocked out.

Mr. Finprey. Don’t you think it is possible that some American
industries, given this common market, might find it to their advan-
tage to establish industries in Latin America which presently are not
there? Would this not be an incentive for American industry to go
south?

Mr. Soromon. I think it would be, and even with the Latin Amer-
ican Common Market without the United States.

Mr. Finprey. Wouldn’t it be a greater incentive if we were indeed
a part of this common market area ?

Chairman Morean. The gentleman’s time has expired.

Mr. Gross?

Mzr. Gross. I want to be more specific about the information that I
asked for awhile ago.

I would like to have filed for the record, or for my personal use and
perhaps for you, Mr. Chairman, the loans in default by country, and
of course the amount of the loans—dealing exclusively with Latin
America; loan delinquent, by country, and of course with the amounts;
loans refinanced or—as the State Department likes to say—rvolled over
in each country; loans converted to grants, by country; payments
deferred, by country. And please include whether each loan carries a
maintenance-of-value provision.

Then I would like for you, too, to file for the record how many
Latin American countries today have balance-of-payment problems.

(The following information was subsequently submitted:)

STATUS OF LOANS TO LATIN AMERICAN COUNTRIES

The total value of the 273 dollar loans made by AID and predecessor agencies
to Latin American countries is $2.4 billion as of December 31, 1966. Of this
amount only two dollar loans, having $2.5 million outstanding in principal and
interest, are in default. This is approximately 1 percent of the value of dollar
loans authorized for the Latin American countries. In addition, one local cur-
rency loan, made with “Cooley” proceeds of a Public Law 480 sale, is presently
in default.

Although loan installments totaling $107.8 million were delinquent as of
December 31, 1966, all but one of these installments were collected in early
January. The remaining delinquency totals $835,488.

Payments have been rescheduled on only 24 of the 270 loans made to Latin
American countries,

The total value of principal and interest payments rescheduled comes to
$9.8 million—11 percent of the outstanding balance of $88.5 million of these
24 loans.

No dollar loans have been converted to grants.

This information is presented in detail in the following tables.
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BALANCE-OF-PAYMENT PROBLEMS, LATIN AMERICA

All developing countries have some form of balance-of-payments problems
since, in general, the resources they need to build an industrial structure and
for carrying out important infrastructure projects must be imported. These
import needs generally outstrip the export capabilities in the early stages of
development. This is a major reason for the need for foreign assistance on long
terms and low rates of interest. In [Latin America the countries having the
most serious balance-of-payments problems are Brazil, Colombia, Chile, Argen-
tina, Uruguay, and Costa Rica. ‘

Mr. Chairman, if I might make one observation. A while ago you
spoke of the subsidy for farmers,

Chairman Moreax. I said they had done very well under the foreign
aid and Public Law 480 programs. . .

Mr. Gross. I might remind the chairman, who is a medical doctor,
that the doctors have been pretty, well subsidized by medicare.

‘Chairman MoreAN. ‘Are there any further questions? If not, the

committee stands adjourned until 10 o’clock tomorrow.
Thank you, Mr. Linowitz.
(Whereupon, at 12:38 p.m., the committee adjourned.)
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