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pro,]ects Omce these pro,]ecbs are started there is a built -in advantage in obtannng,
the business involved in maintaining and extending the system. Kxamples are
projects. involving installation. of communlcatlon systeme, transport Systems,
power systems agmculture systems, ete.

Many countries. will take extra nnanmal rlske for the opportumtv of belng hrst

to install the -initial major thermal power. 1nsta11at1ons, ‘or to install the first v

modern telephone commumtatmn system, because they know that this gwes,
them: a major advantage in ‘obtaining all' the on-going bu%lneas involved in -
extending these systéms, ‘The EXIM Bank has been reluctant in'theé past, to.

assume higher than normal risks to make-it possible for Amemean buelnebsmen}

to take advantage of this type of market opportunity,
EXIM has also established informal ceilings on loans to varlous o
. hag been reluctant to set aside the. .ceilings to approve additional financing even
when-it would confer a long-term ‘commereial advantage on the Amerlcan com--
pany and thereby improve the export position of the U.S. A,
- 8. Even those countries which are recipients of aid ‘from the 1nduetr1a1med
countries have a certain quantity of hard currency avallable to them with which
to ‘buy things they need wherever they chose. Such free forew:n exchange is
mostly derived from their exports or from.the supp(nt their currencies receive
through the bolstering éffects of foreign aid. Most developing countries use their.
free foreign exchange to purchase what they want through world-wide terders: -
on reasonable commercial terms. EXIM Bank has sometimes refused to provide
. the ‘commercial credits which would make it possible for U.S. companies to bid
on ‘these world-wide:tenders on the grounds that the countries by being recipients
of aid are thereby poor risks. This denies to U.S. compamee the opportunity to
recoup some of the dollar exchange which eur own aid has generated. The
establishment of the Special Fund-contemplated in H.R. 16162 should make it
possible for U.S. compahies to obtain the financing they need to skim off the free
foreign exchange expenditures of the developlng countues and thereby improve
-materially our balance of payments position.
: ‘While H.R. 16162 does not provide for an Inter-Departmental Ademv Com-
aittee to the EXIM Bank with respect to the operations of the Special Fund, my
understanding is that The Administration intends to establish such a committee.
In the bill submitted by Senator Magnuson in 1965 a Special Advisory Committee
was pr0v1ded for in the legislation, While it is not urgent that there be leglslatlve
provision for the-Advisory Committee, it is important that the ageneies of the
government understand that it is intended that the Special Fund be administered -
by EXIM Bank with the advice and surveillance of a committee, chaired by the
Secretary of Commerce and composed of such other departmenta as: btate,
~Treasury, Interior and Agriculture as -appropriate to ensure that the Fund is
administered for the purposes contemplated by the leglslatwn It Would ‘also be‘
important to establish the point that all applications to EXIM that are turned
down, even in the initial stages, should be subject to review by the Advisory
- Committee to ensure that the staff at-the Tower echelon of EXIM are not in effect
precluding consideration -of certain types of applications f01 approval under the
authority of theé Special Fund.
I would like to suggest that consideration be glven by the Hou@e Banking &
Currency Committee to an amendment to H.R. 16162 designed to strengthen the
1ed1qcovuntmg facilities of: the EXIM Bank. In 1966 a rediscounting arrangement

Ties andf s

was adopted in prlnclple by EXIM but it has never been very effective.The other

- industrialized countries of the world have well developed redlbcountmg gystems
which make it possible for pmvate banks to finance exporters on a competitive
basis. The arrangements in the other countries are such that the. private banks
and exportersiare assured an adequate supply of credit not w1thstand1ng any:
credit tightening that may be applied to the domestic economy. »
~ Moreover—and most important—the rediscounting arrangementq of the -other

. industrialized countries make it possible for the private banks to offer exporters

“credits at intérest rates substantially below those prevailing in the domestic
economy. Thus, in‘countries where the basic interest rates that prevail in the

«domestic economy are as high as 7% or 8% exporters are being financed at

interest rate of 514% and 514 %.. At the present time the lowest rates a U.S.
ccompany can offer overseas purchasers where EXIM is guaranteelng prwate
bank:credit would be 714 % to 8%.

~ The method by which this is done in ‘other countries is that re(hscount rates .
are established at whatever levels are necessary to permit private banks to offer



