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INTRODUCT ION

TUROUOUOUT tHE POSf\lAREAA, rOSTER t HQ THE, ECONOf.t. e

DEV£LOPMENT OF UNDERDEVELOPED COUNTAIES HAS SEEN A MAJOR

GOAL 0' AMERICAN rORE'ON POLICY. TVO-TH'RDS or fHE NCARLY

"'NtTY O'L~ION DOLLARS SPENT rOA 'CREION ASSISTANce IN THt

POSTWAR E';A UAS OEtN eOMt4,TTED TO ECONOMIC DeVELOPMENT

PURPOSES. 11 THE succtSS.ON or AGENCIES ADMINlsttRING

'ORE IGt~ ASSISTANCE HAVE 9EtN SUBJECT TO SHARPAUD COl'T 'QUAL

CRIT'C'Sf". gj t\Q£NCY MA'~E9, 31 'ORMATS. !!I AND CHlcr ADw't."·

TnATORG 51 CHANGE \f. TH SOllE rREOUENCV.

TUE 'OREIGN AID POLley IS AN AMALGAM ovorT£N SHARPLY

CONFLICTING ,NOlvaOUAL POLICIES INVOLvING HU~AN'TARIAN

OPERATIONS, TME PROVISIon 0' SUDstaT~NCE N££OS, OR,BING

POTENT tAL ALLIES, OUILDtNG PI£5TI0£ 'RO~ECTS, PROVIOINO FOR

DE,eNSE, ANO AIOING ECONOMIC DEVELOPMENT AND SOCIAL PROGRESS

tUDS. rv ADDEO TO TII£ CONFLICTING COALS ARE CONFLICT'NO

UEANS or EFFeCTUATION. WHILE MJCROECONOUIC CRITERIA DICTATE

) H.t'I~<lUM COST DOTH TO Ttit UN'Teo STATts AND THE '~OST COUNtRV ..
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OOM£ST.e POL,TICAL PRESSURES HAVE BUILt 'NTO THE FORE ION AID

PRQGRAt.' 'NO'RICT SUBSIDIES TO AOa'CUI..'UIE V, SHIPPtNO §I,

AND PlAUAPS U.S. INOUSTRY tN GINERAL !J/.
THe RECURAIHG AOVERSE U.S. BALANCE or PAYMEN,S PO.lfION

MAS AODtD AN ADDITIONAL ELEMENT or PRESSURE. UNTIL OCTOBeR

1959. PURCHASE or CONNOD'TIES "NANCED 'aOM U.S. FOREIGN

ASSISTANCE 'UNDS 'PROCUREMENT' COULD DE MADE ANYWHERE IN 'tte

flON co~nlu.. ta, WOALD!SV. WHERE U.S. DOLLARS WCA£ USCD TO

PURe'.'SE. 'OR eXAMPLE. a.'T"n GOODS, 'HII£ DOLLARS fREQUENTLY

RESULTEO IN INCReASED DOLLAR OR GOLD CLAIMS or 'ME BANK or

ENOLANO ON U.s. MONETARY AEIERVEI. As GOLD OUTFLOWS MOUNTeD

AND ,nAot BALANCE or PAYMeNTS oertc.I. CONtlNueo. PAOCUREH£.

DECANt ,NCREAS.NGLY LIMITEO TO u.s. SOURces. 111 WHERE U.S.

CAPITAL G0008 ARE MORE EXPENSive THAN '"08£ or O'"IR tNOUS­

t.,AL.ZtO COUNT. lIS, 'HE UNDERDEVELOPED COUNTRY NUS' BORROW

A GREATtR GUM TO PROCURE U.s. QOODS,THua INCREASING ITS

REPAYM£NT DURDEN AND u.s. roa£'ON AID APPROPR.AtIONS. I'

'HE COST DISPAR,TY IS TOO GREA'_ THI RECIPICNT COUNTRY, (H£AE­

IN :'TIA RU.fTANtA) MAY REFUSE TO USE ,"£ FUNDS. EVE" WHeRe

TH£ 'UNDS ARE USEO, THe LOAN T.eo TO U.s. PROCUReMENT I.
L'K£LY '0 CAUSE SOMt REICNT.ENt_ TaE CONFLICT.NO AEQUIREMENTS

or MINIMUM COST AND BALANCE OF ,AYNENTS' INTEGRITY MAV EASILY

WORM AGAtNST ALL or 'HE GOALS OF THE FORE ION AIO PROGRAM.

TUE HAMPERING eF,eCT or THESI confLICTING GOALS .9

APPARENt 'N THE UNITED STATes ACeNCY FOR INTERNAtIONAL

i)IV£LOPltltIT (A.' .0. )tccato IfS to OEVELOPMENT OANKS W. A
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) HIV DAtED 0' 'INANC,AI. tt4S,.TUTtONS WUICtt PROVIDE MeD'UM AND

LONCER Tllt4rUNDS TO £NT£APRIIEI.N UNDERDEVELOPED COURTA 'Es.13I
TODAY, ~OR£ 'HAM rIvE YlARI ~'T£R THE OAIOII OF U.S. DEvELor-

)

OANK L£NDINQ PAOCRAMS, EIGHTy-riVE 'ERCI_- •. ~ .••oa ~"&OfT8

REt.fAIN utjDtSBURSt:O. llf1 THUS. rUlal AUTHORIzeD oy, THe LOAN

AGREEMENT (ICOMM'T"£NT.') REMAIN UNUSED, ON DEPOSIT AT TH£~S.

TREASURY. AT Tut PREGCNT RATE or OISBURSCMEN'" MORI THAN TIN

YEARS WILL DE REQUIRED VOl 'U~L DISBURSEMENT 0' COMM"'CD 'UNDS. 151
lI1n£tj THE: TUAEI ..OsT ACT Ive OEVILO'Mt., DANK USERS 0' 'UI~DSr ltv
ARt EXCLUDED, THE FULL OlSBURSEMENT 'IQUAe JUMPS TO 11 Y£AAa~'

Bv COUTAAST IT NAY DE NOTED THAT LOAN FUNDS,AS A MATTER 0' AID

POLICY, ARE LV.JS.!!ll TO 8£ DISBURseD IN NOT MORE TitAN TWO YEARS. 1l/
TUlSE DEVELO'MENT OAt4KS nOLO GAIAT 'IOMIIE FOR ftiC CREATION

OF SNALL AND MEDIUM INDUSTRY AND THE oeVELOPMENT 0' INCREASING

NUMB£RS or INDIGENOUS £"'ACPR£MEURS. BUT TO THE 'IT£MT '"AT TIE

FUNDS LtE UNuseD, AS t8 LARGELY THe CASE NOV. THAt 'ROM'S! 'S

AN E~tPTY ON£.

Tue INCREASED £N'UAStS 011 U.S. PROCURCMINT HAS GIVEN RIS£

TO A NEW THRCAT TO tHE E'FECTIVENESS 0' THEI£ INSTITUTIONS. IN

'HE PABT, DeYELOPMENT DAMIS HAVE BEEN AOLE TO AVOID GUYINO

CAPITAL COODS IN THE U.9. WHEN TH,a WAS DC,IRABLE QY VIRTUE or

BLANKeT WAIVERS GRANTEO THew FOR .aAL\CR LOANS, TYPtCALLY

$50.000 to $100,000. JJ1-/ ONLY LOANS ADove 'ttE CUT-or, 'OINT

ACQUIRED U.S. PROCUREMENT. WI'HOUr COMMENT'NO ON CAUSAL'T',

aONt DEV,. LOPI,tEW' DANK LOAN POnYFOL I 08 SHOVED A aUAPA IS MOLY

UIGU P£AC£NfAOE or LOANS tN fttE' $95.000 TO $99.000 CATEGORY.
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'j TH£: ue t (HITCHEtl RMPHAS, 0 OU U.S. PROCURi:~~Ch1 HAS ".£Aftl LOSS or
/

TUfS BLAtiutT \JAI'/E'R ON Hell COUf.UT14&NTS. l!V rOA&tGft AfO

ADU'WfSlnATOqa' PROU'G£S TO CONGRESSIONAL CQMWtTTtCS 10

Oop.STEa U.S.PRt')CUA£Hf:t'f Pr!J/ UAV 1tgeA'd .\&V£N CREATEn l£stR ICT. ONS.

I~t.t. tIGHT REetZ"' eOI.Jt4ITIU';:NTS 10 LATin A~r.AtCAtt HOUSluo

'NSltTU'tONS - S'N'LAa 'N 'HeaR FIeLD 10 InDuStRIAL otV!L-

OPHE:llT UNDieS - Rl:QU t RED U.S. PROeUtlItUCt.1; Itt S tHO' Tue £. Cia,

COiutt Ttutfrrs, HOT OtiC DOLLAR IJAB OttCtJ 0 t SQUR3CO At-tHOUGH Ttl"

COH~l'1'UftNTn WERE: UAD£ O~I£ TO 1'\fO vtAns AGO. all
To Tut ftXT£t~T fHA' TUCQC 'UNOS ft!UA ttl UNUS£D. tat COAt.

OF ASO'S'INO THe UbDERDEveLOPED NATION! TO cAtA,e nEW SHALL

IIU) fO~rJOU9ENTa£PR£NtuRBrl\t.LO SHOA"r 0' FUta,. Lt.tt£tJ".

IT "f to .. DE ~IU£ PUflP03& or Tn,s PAPCRfO ettA" I tIE 'tit:

AOV£AS£ t'F~C'S OF AID's CNPHAO,S O~ PROOUA£"EU' or U.S. QOODS

. AnD rua POSSIOLE METHODS 0' MITIGATING tHE ,MPACT or THESE

RESTRA'NIRO c,'CCts.
TlU; HeAO-ON tOt'YLIC'f B&f1J&f:t1 TnE RtQUlnIHU~fJ1"!JAT UfGH£R

PR 'CEO fJ.S. (HlOnG Of: puncuAS£D ANt) THC UES' At fO tlROttOTt

tHE PRESUMPTION THAT ,.to PROCUREMEnT RtQUIRCMINTS YtLL NOT

oe nt:LAutn A"O THAT 1Ht:'ACf0f1SR£Spoua.ol,£ PO. nlGHtR U.S. COif $

\lfLt. flOT nt Arri;t(.fCO 8Y THE "OREolar. AU) PRoonAN_ Tue .'!£to or

OEvElOPMeNT oAnKtNG fO A RELATIVELY Ntw ONE. LACK 0' ANALY',CAL
)

) "UD'£$ AND SCARCITY 0' AOCQUAT£ DESCRIPTIVE MATERIAL REOutA£

G£NERAL AND TENTATIVE CONCLUS'ONS. WHfC»~ 'F USEFUL, 'Ht PRAC·

TtONER "AY "LL IN.
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OV THt HIGH£a ftr{'(:E or U.~i. <H100S, tACIt Ot" ttlrCRt~/~T "HJ ON

!Ht!JR AGI,tt.1Cl11ITY", I.HD fU;t\f:CflY OF $t~Vlctuo f~AtILrr.t$~

(t) uat or ita: OUAUI\RIJ'Y or~v ttt ";0 Ltt50ttt PIll VAftttlTtn~RI tit

nH~ns I,UO tUDlr4CC1"f./f cur-ute U.S. f'f.!OCUl1tt1Et·,tj (3) usc or

U.S.-DUNED rORE1CN CUR~r"Ct£O IU VARIOUS Gues.o, FORMO TO
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O£VELOP~1ENT BJ.\NKS

DEVELOPMeNT DARII, AI oeF'NIO BY AID, ARt n"NAHC'AL

INSTITUTIONS UHICH ASSist IN '"E eCONONIC DEYELOPMENT OF lEIS

DeV£LOP£D COUNTRIES UV 'INAHCINO AND PRONOTING eNtERPR'SES,

PARTICULARLY 'MA~~ AND MEDIUM VENTURES". 22

OCYf.tLOPl4lffT OAHMa HAve GROWN • N NIIO AND IMPORTANce V.TIt

THE INDEPENDENCE OF rOAMeR COLOkIA~ AREAS AND THE DESIRE 'OR

PROMOTION or NEW INDICINOUS tNTCRPR'Scs.23 TY'ICALLY, COMMER­

CIAL DARK FUNDS ARE AVAILABLE 1M UNDERDevELopeD COUNTRIES FOR

TOO SHORT A DURATION 10 SUPPORT CAPITAL COUIPNCNf "MANCINO.

LONGER TEAM ',NANCING AVAILABLE IN 'HI CAPITAL NARKlT 0' 'HE

COLONIAL poweA TO LARGE eXPATRIATe &NTEI'•• S£8 IS USUALLY NOT

AVAILABL£ FOR fHt SMALL INOIO£NOU8 eNtERPR.st. FUNDS GENERATED

'ROM R£.NV£ITM£NT or CARNINGS OR PROVIGEO DY LOCAL MONeYLENDERS

NAY Dt 'Hsur"CICN' TO NE£T AN UND£RDEVCLOPEO COUNTRY'S DESIRE

'OR RAPID GROW'H OF IUDICENOUS 'NDUSTRtAL ENTeRPRtsE.

IN AUOltlON TO PAOV'O'NG ~OAN rUNOI, DEVELOPMENT OANKS

ARE FREQUENTLY PERMITTeD OY CHARTER TO IHVESt IN EQUItIEI,

UNDERWRITC INDIVIDUAL ISSUES, .88U£ 'HIIR OWN IICURITtes. AND

GUARANTeE LOANS MADE BY OTHIRS,21t THERIDY "'ODILIZ'NG THE

COUNTRY'S 'INANC,AL R£SOUAC£S AND PRONOTINQ THE DEVELOPMENT

0' A CAPItAL NAAKET.

fUE STAr' 0' '"E DEveLOPMENt sAtne CAN PROVIDE SERVICES 25

) TO OORAOWERS WUICH ARE AS 'MPORTANT AS THE DEVELOPMENT 8ANK t S
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FtNANCtAL R~SOURCES. MANAGEMENT, ACCOUNTINC, ENG~~~~R~NG AND

LEGAL ASSistANCE MAY BE PROVIDED IN YHE PROPOSAL STAGE AND ON

A CONTINUING BASIS AF~ER fUNDS HAVE BEE~ MADE AVA!LAB~~. THE

•• '; ':. 'I',. .~ ., .\.. ".~' ,
D~V~LOPMENT BANK'S STAFF MAY REPAtSENT THE ONLY"BODY Of SKiLLED

. ,.' . : " . .' .

:'l ' .I ~" ;

TECHNICIANS paAC,ICALLY AVAILAaL~ rO~ SMALL AND N~OIUM SIZ~D. "'. ',' "

;NDIG~NOUS ENTEnp~i$~So
'. ~ , I ,

,WHERt THE NEED VOR THIS TECHNICAL ASSISTANCE TO BORROWERS

ns BEVoND THE~~SO~RCES O~ THE O~V£LOPMENT BANK~ A DEVELOPMENT
" ~ " I I' , ,',;, " I • ~, • ~ . " ., • '.';";' : ~ '. ~'.' " t ! ; .

~E~rERWAY 6E INSTaTUTEo~TO pnovlo~ NON-~INANCIAL ASS~SrANCE
, :. ~ ~ " ; : ; , • . i '. I' . .'; , '

,TO BORAOWERS D TO STIMULATE AND PROMOTE PROMISING INVESTMENT
,~ t· ': . I :' . ~", ' , • i" ' ,I ::. (.. . .. • .. . • . . . .

O?PO~TUNITIES AND TO-SPONSOR ~CONOMIC SURVEYS. 26
," :"., ' , . ." . 'Q .' . " ..

1 ~. •

,r~"--''''

\' '

;
J,

"'Of' ECCNOr-11 C DEVE LOPMEN,. , . \1HOSE: " f·~ANOA'" E: aNC LUD ES NON-~ I NANC rAt..
, " . .,.. I , ,.,' . " '. ! ,. • \ ~. • - , • ' " I, I ~

DEVELOPMENT ACTIVITY, ,AND WITH COMMERCIAL BAN~S~ WHOSE AC1'V-
r ,','. ' ' " • I :', " ' , • ; ~ ',' .' ';' " i I I I" ' :: '; '.' ','. :: ; ~

STIES TvPtCALLY tNVOLV~ ONLY SHORT-TERM LENDING TO LOW RISK
, "'. I I" , :'.. ~:'

'THEOEV~LOP~ENT aANK~ OU~ ~QUI~V SOURCES COME PRIMARILY
, \ ',' 27

FROM LOCAL AMp FOREIGN GOVERNMENTS. PR1YATE EQUaTY SOURCES.

/-\
'l, "J to

A~~ TYPICALLY MAOf BV FORtlGN VINANCIAL INSTliU1IONS~ BU, IN; , . 'S·,,:,,: '
SOME CASES INCLUDE FOREIGN INDUSTRIAL 2 OR LOCAL ~NTE~PRiSES~.' ' , ,- , : '.

LOAN sou~ces 29 OF' OeVEL.OPt4ENT a,ANI(S ',NCLUDE THf:: LOCAl..
.' ' • ,I, • " " ': ':

GOvtt:NMEN1" ~ "NTe:,R~AT '.ONAL AGE~C IE'S ,30 SUCH' ,AS,. THe IN.tR,NAT IONAL.

8ANl< (,OR REC:O~:S,rR,~C"'O~~ AND, P~~.~LOPMtt:f AND rH:~ INTt~-At,H;;~ICAN

DEVELOPMENT ~AN~; AND FO~EIGN GOVERNMENTSj INCLUOiNG THE

UN&TeD STA7ES AGENCYVOR INTERNATIONAL DEVELO?M~N~p THE

Br-l T 1SH COLON I AL DEVELOP~IE~lT COr-POM11 ON,,31"~HE tRENC'1I CA ISSE
" ; ..; . , : , ,'.' ," .': , " "

CZN7~AL~ DE coor~AATI~N ECONOMIQut,32 AND TH~ GEnMAN KREDIT~
,- 1\' . '~3 '.

MlS'" AL" ",un \VrDE~AUF6A~. ',.:l . ' J-.
'.',,.
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HURDAEOO or SMALL CREDfTS TO SMALL EMTn£PRCUCUA9 AROU~D TMt

\10K 1.0 • Tat M' tu ~n.na l..OAN Ml·J' CJ"t A to Pt!ov ttlCO 10 $200;tOOO rOR

It. rontQQ~~ aORRoutn hUD$100,OOO VOR t~ U~S.,. tlOftfl0wtn~ ttIV£:ST-

taAitoU AND Aon'Nls,aATtOU cosrs VOR SMALLER LOANS BY AID

WOULO PRovt uuno£u&oua. THEREFORE. OtVCLOPM~UT SANKO An! USED

AS IUTiaW!DtlAlla 8£1UB£H AID AND THE UL'I~~': SUS-SORROweq4

Alots eO!s:4t1'M£NT 10 A O&f;f~t.OPt4£tJf S,~NK 1$ TYP,CALLY $2-, f4,1.t..OO.

O;;vtLOPNtfiT OArUt $UOt..OAtJ$ J\~t TYP,eALLVL£se 1UAf~ $100,000.

u.s. QovtRNU£N' ASSISTAnCE TO otVELOPM£NT BAHK! ts

p~tS£"rLY ADMIN.STeRIO 8Y ,"£ AGeNCY FOQ 'NTERNATIONAL DtVELOP·

t,}£tl\~. PnlOR TO THe tntAT1ClN or t\tl)~ ov ntnc£n or ,.1£ ltrrtR­

hAT.ONAL COOPCnA?IOU AD"'~JSTnA'IO" e'CA) AUD TH£ D£VELoP~tN'

LOAU runo(t>U·), Et\cuor THeDe eONST etUtt4T ActnC' t;s HAD

D£V£LOPU:~l BAUK PROQRAn$~

ttA TYPICALLY USED EXtST.NG COHutRCSAL on NATIONAL DANKS.

V • Tn AOf~te0 (R I r £ fl t AC)(V1\ tl L , SUtar0 R 1 fit ntv Uttt OFSU9 t.0 Att

APPLfCAT'OPS, 9.2£ OP SUDLOAAS) tUDUGfnv pn,on'Tles, AND

Iw't~ISl RA110.34 AN iMPORtANT 'ACTOR 1" THE SUCCESS or THE

PROGRAMS VAS TNa U.S~ eHQ1NttR'~C AND TleMNICA\ ASS1STAnte

3r."
£ITenDED TO OOTR SANK Ano BORROWER J tN THE FOAM or U.S.

tQ~lsuLfAt.fSOR ItA $~eCIAt..$f$ ATTAtUEO TO THE O!V£LQPt>Htt4T

SANK. GENERALLV. leA PROVID(D LOCAL eUnR£MCY RA'"£A THAM
"J')

OQ~"AR ~~unos.·it. TUESt LOClrL CUAR£tJCttn \lEnt tVPICAl ...\"

G£tJtRATtO aV01nCt~ Uo S~c;'O~E i(U~ ASS t n'lAtJCC rnocnAHSo 37
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/

DLF' B,U.' ?1I0V f DCn ~Oi\Ua l'Q '~Ur:"itv a t tn~ H~OUSTrl ~ Ato ,r;t/~t.or­

f)
Mtttrt OA,H($ TO'l'\LL.NG $226 i4''-Llt)t~ •.3) I'rt) LtlAttS AAr;i'H~ort '~1

ENeE, tXCE'T IN CONN£CTIOM WI'" PROPOSALS 'OR 1H£ CR~ATtO~ OF

WOULD CE OlsuuROtn ON PREaE"ThY~OII or PAPtRS iNPICATINQ con-

PAoeUR£UEtif.
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)

.. UNITED STATES pROtURE:r·£NT

I 'aft CON'LICTtNO ''''IRft9TS

THE REQUIREMENT THAT ALL LOAN rUNOS Bt UflLIZEO rOR 'IC­

CURtMENf fN THI UNIT£Q STATES fa SUBJECT TO CONfLICT.NG

INTCRESTS. THE RUAITAMIAN GOVIRNHCHT ~AY PIC'E. P80CUREMENT

or LotAL~V MADE 0000$ t' AVA t LADLE, PURCHASES '10)'1 FEI-LOW

~£MB£R8 or A TRAO'NO OLoe, OR FROM COu~,~.ts VHCtC 'TS SALAN~&

or InAOE '$ NORC fAVORABLE, OR WHtRE 'T tAM sEtL OR BARltR '1&

COCOS IN ReTURN FOR CAPitAL GOOD INPORT&. AT THE vt~v tt4ST.

IT WOULD PREFER UNTtED GOOOS IN OROIR TO ALLOCAfE ITS RtSQUtC£S

£CO"O~I'CALL' AND rOR REASONS OF SOVEREIGNTY $£NS'TIV'fV.

TnE OtV£LO,J1£NT BAHK or RURITAN'A (HCR£'NAFT\tR ~,aR) "OULD

PRCfER UNTICO FUNDS IN ORDER TO HAVE MA.I~UW FLextOIL.".

TU£ULTlllATE OORAOW£A OR USCR or 'UNDO (.~tRt'",rttR

sue-DORROWER) OISt.l$ Tut 'R£tDOH TO rUFlCt:1ASt GOODS A' THt

t.O\'£Of PRitt, "AICINO '"TO C:ONS.O£RATION COl1PATSt'j'L.TV or THE

CAPITAL GOODS VITH PRtSENT caUIPMtNT AND AVA.LAOfLfTY OF

SEAVIClflO FAt'LITIES. Wh~A£ ALTERNATIVE LOAN rUNDS ARt NO'

AVAl Ll\DL,ft TO THE sua-OORROUER OR THC DaR, TUESt ,. f £D FUND$ \1 J, ..

DC UTtLI2£O PROVIDED TNE EXP&CTED PROF" RtTUR~ W'LL COHP£NQArc

rOR tile: U,OH£h COST.

CONCR£ssaOUAL CRtTICS OF FOREIGN AID eXPRCSS 'HE DESIAE

rOR U.Jlf£D STAT£S DOLLAn (:tUUOS TO DE USED FOR PURCHAses Of

UU.1CO STATts GOOD8 RI\1'n£A THAll tnOSE or ,oRtfeN ontGfH.
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THERE IS RESENTMENT AT uat or D~~LAR 'UNDS ,o~ PUACHAS~S

or rORCtaN GOO'S SU9t~'AL'V V~E~£ TNI! R!3U'T~ IN 'N~R=ASSQ

HO"OINGS or 'JW.TEO ST~Tts eU~r:tt:tl,JCV O!~ ~QLO 1"# 01ftlft ::QiJ"T~I~$. 39

WI'H TDe UNITE? STATIS DALl~C£ or PA'~!NT' 'OGt'JQ~. A~D ~i"!£

TO ITQP 1'~t£ INC1't!AS! • If '0111'3" "Ot\-AI AtiD COLO HOLD t N09 t .'NO

MANU'At'U~~ASf W,," ,~c £.C!'fl~~ nr 'Al~' BY 'M£'~ FOnr;~"

A"'L'A'!!. S~~£ ~utfM~~! ,gTt~!e'9 Ftrt TMAT rveN SALES or

UNITtD STATES CAP'tAI, GOODS ARE OJ\fJG!t?o~ ..te-J f't'ft TH!: eO!"~~~OiTlr9

PRODUCED 9' THr!~ ~ACHtNC9 ~AY D!!PtACE UNtT~D STft'~~ ~vp~nTS

40OF T~£n! eOMM~O"fr,.

P~OCU~I"tNT. sovtR£'Q""_ MIN'MUM COSY, ANO QALA~el 9' 'AYMENTS

ARE HO' CLOSrLY AICOIC,tIO, FUN09 MAY «0' at AP'Rcpn3'T~O, OR

I' APpnOP~lAT!D, NOT ""t'2~~.

U~Q!R 9E(:T .Otl 510 or Ttl" MUTUA\. StetllfTY tf~ teLAl feM, 41

PROCUR£ttIU' OUT' to£ TH£ 'Jff'Teo STAT&£' ("OV'SHOP.t ,"oe~u~r:MtNT')

VAS"J!.lV PtRwtTTlO "It!..\.,U.l,. THE P.'S'OIMT OIT£C2U .-" THAT

PROCURtMtNT V,,,.. R£9Ut.'f • tI A9'y9llt..f ..r"U..~,,:'t!-!!.~"¥!_1!'.S_' ..~9!9!t.t_~!:.

~~~VJL\I!~~$!.!I!1 VI'« "eCtAt QC,£wtNC£ TO AUY '11Ae 0' tAeoR

SUQPLU$p OA UPON THC 'MOUSTQtAL NOO.~tZ4TION GAte, OR TO 'Ht NO
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POSITION OF THCUN'TEO STAtES IN 'TS BALANCE or tAAoe VITH THE

REST OV THE WORLD, WHICH QUTME"" ~H£SCI!OH" AOXANTA9£8 IQ

IHE V!ITSO STAllS De: Jelll 'iITLy,' paRSYIINE"!, &IBRAQ," 4fil(CMPnASI9

ADDED).

As AONIHIaTEA£O, ONLY AGOUT rOATY PEACENT OF THE TOIAL

,UNDS PIOV'DID BY leA. OLF', AND r,,1SA WCRE SPENT IN THE UN' TCO

STATES. 43 SeCRETARY 0""£ TREaSURY DILlON TESTIFICD THAT

"'HE 'MOUNT speNT IN 'H'8 COUNTRY VAS JUBT fHAT WHICH HAP'ENED

TO BE SPENT HIAE oeCAUSE VE O"£R£D BETTER TIRMS OR "AD DETTER

QUAL.TY GOOD8 •••0U! WE WERE NOT TRVING TO FORet COUNTRIES OR

TO TELL (GUffY.fElfnE' HAO TO BUY IN THE UNITeD STA,cs.nIl4

.TH£ PR.NCI'ALNETItOD OF eNCOURAGING UNITED STATes PROCUR£­

MtNT VAG VIA 'HE RCQUIRCMENT T"AT 'N'ORMATION IE MADe AVAILAOL£

to UNitED STATes SUPPL,eRS VI'" RESPECT TO PROPOSED PUACHA8CS.~

luponTERD (tYPICALLY 'Iue BORROW£". VERt ACQUIRED to NOT.FY 'lit

O",ce 0' SHALL BUSINES8 (OS8). ICA, 30 GAYS IN ADVANCE or
Pt.4C t NO AN OADER FOR eor.INOD "1 IS OR SIRV t e£8.46 THE OSS COLLECT £D

'HCSE ~IO NOTICES AND PUBLISHED 'HIM IN .t8 Orrles or ~}'LL

QU""EI' "B'yLAI v•• aen VAS RECEIVED OY 15,000 "A"&.47
POaaaBLY TO ,aOVIoE PAPER JUSTIFICATION FOR IUSTANCES or HON­

UNItED STATES PROCU.EM£NT, leA "10"' REQUIRE AM AOSTRACT or ALL

B'DDERS, DIDS SUOMITTED AND THE QUANT.TIES. PR,ces ANO NANES or

SUCCESS,UL 0IDOI.8.46

WHILE THE IMPORTER VAS AEQUIRED TO PROVIDE 30 DAVS NO,tcc.49
TlIE UNITeD STATES OUSlft£G8NAtf, B£CAUSE or T tNt ..AGDIN Alec IPT

orlt.rORMATION AflD' PUBLICATION OY 'CA, HAD LEsa THAN HAL'

THIS ,.M£50 IN OADCR TO RESPOND TO 'tl£ NotiFICATION. PARTICULARl.Y

IN 'OREIGN GOVERNMENT PROJECtS. UNITCD StATts PROCUREMENT WAS
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) HAWP£RtD BY A DeSeRt or S"OAlsCU' Gcvtru!ue.,u UO\' ·fO nAvt Urt'T£C'

STA1&StiUPPt.litR& IH1£U ESTABLt SUED CHt,NI!ELS or COKt4£Rt£.51 ,

ose OOD t:OTI'ICAf'ON t:CtULD at A RAtHen DURocna;O.it

cu:e;u t etNl:fJT. foe lIAIH'",', A. sPCt alL LCAI) ttUNOVA$ St, till BY

teA YO rnOVIU& F'~AUC.MO ,'OM;GA~OLlh£ NOfcnurCI rIS"t~"AN'S

DOATS IN THE FAR EAGT .tt AM e"ORT TO 'HCREAst TUI; 'I&H£RkEHeS

i1RGAUc;,tVtVV. 'J\.(!T£" ftul LOA,. BOA,ltO HAD, fU6LICt2£O tHE AVA oe.••

AC Il~Tr or tu£ t.'UfUJG l\ffO Alctlveo '.'f'L teAf ~ OliO AND nAO SCREr.IH~D

TI;£Gt APPLtCATtoUI, fHC O~ARD "'0 '0 SPELL OUf 1HE GP£Cj',CA,tONS

FOR Tnt ose UlONOf lCI:. [Atu fU41.tL 'tOTOR PRE8£NVEO I) IffERr;f4V

PROtJeLtLS t4 i1'H FJ£ti\RO to tJORSCPOVln f;PtI:D, D 'MENS 10riG, 'iND

r. ~1 aN~$ Nf;C&S. Tue (:uS'ONArty ..lIl""tuts~ SPEC" e~At iOt~S

R£QUI'~IP fA/tltULAT ION tNTO UlfiT£D S1A'l'£G -;£flHS. WU£~t fSONfUfl

LA'E~ f~£,p~c,r'tA'~OHS HAG OEeu ~ORKEO OUI, THE SUD-nQ~ROWeA

FREQUCUTLY HAD 61 f"~N £~THtA BCU~"T AJAPAUCS£ MCTOR.T~AD£O

eOAiG.. OR UA$ NO l,otlo£n 1H1I:AEOftO., EV£I1 ",utRE tlit nORRO\lEft

FeRS, OTEO t ItE V/.S TVPICA'tL\'t~OT \# Itt.. tlG TO usc l1t: ,rED S"',T£&

"10TORS GECAUSE or Tut Uf.rAUf,LfARIT., lItTlt fut,n 'io'iPfr.atl,;;V

10 E.,OCAI. r t Sri lN~ UrttoS, tU'.1) ~ t. ITY '0 CCT DPAn£ rt.QTtJ LOt"'.lV.

nCJt3"'H'A&t.Ao~t,-."y or P£Qscrts vltceouc..o CCRVCCf: THt MOTORS, .

N\' ACCQUr~l\1Af\~evl e¥ .Hi: OSB or tr~£ i) i nEel C,rEC? IlJi:fHUHl

or t1S paOCE£DURiO tN P~O~O'tNQ UNtiED STATCG PROeUn£"£~T.52
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'\ 'T$ e,rOR'S WERE ADDRESSED DROADS'DE TO THE nUSINESS COM«UN.,V

Att.ARGC.53 'T 'Ct.' THAT Tnt nil.tlt COULO DO VAS to AEQUIRE

fH •• AOY£Af'SIMENf 0' PROPOSED PURCHASES.54 ITS PROCIE~~R£S

C£NEIAT£O CONFUSION ANb ReSeNTMENT ON THC D£VCLOPN£NT DANKS'

PART AND SK£P'tC'SU or .,S e"eCTlveNESS ON THE PAR' or CONORESS.

TnE osa PAOCECOUA£ VAS APPt.tCO TO DLF AtlO HAS eEEN CARRIED

'ORWARD INTO AID.

It' TtOWytNINC PROCUREMCNT POL.CY

PaOCUftlMENT POLICY MAY HAve 8EEN aURDENSOME UNDeR flit

leA DIDO.NO REGULATIONS, OUT UNtTCD StATts PROCUREMENT COULD

BE AVOIDED I' 'ORE.GH PAlces VERt LOWER. THE welCHING PROCESS

REQUIRED Of seCTIon 510 VAS RESOLVED BY ALLOW.HQ 'U~L ,a££OOM

tN PROCUREMENT,55 'IRUAPS ON TtiE TUCOR' TlIAT D£V£~OPMCNT DANK

SUO-LOANS WOULD BE S.,ALL AND NO GREAT THAIA' fO UN .tCo STATES

INDUSTRY.

As OALAItC£ OrPAYMENf, Oertel'S MOUNTED IN 1959. PReSSURe

'OR T'CUTCN'NO PROCUReMENT OCOAN. IN OCfOBER '959, A NEV

POlttv or "PLACING '.'NARY EMPHASIS ON UNitED STATES
~6

PAOCUR£NENt ft VAS ANNOUNCEO.) 'VANCE BRANO. t·1ANAG.NQ DIRECTOR

or OLF STATED '.'At 1tl£ 'NCREASEO eCONoN,C STRENGT.. OF

INDUSTRIALIZED COUNTRIES. TU£IR AD'~'TY TO PROVIDE ASS'STANCE

'OR U'.OEAD£VILOP£D COUNTR ,IS. AID 'ttl UNITED STAfES OALANC£ OF

PAVMENTS POS.',ON OlctATED ,",a CHANCE. 'NEAB VAS ALSO A

DESIRl to PUt PRESSURE ON EUROPEAN COUNYRIES TO AID IN tHE

OEV£LOPUENT Er,oRt.

Tuc Buv AMERICA POLICV VAG NOT ABSOLUT£. THE PR£SIDENT

AtTA'~£O fHe AGILITY TO RIQUIAe UN"EO STATES PROCUAE"£NT VIA
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DURlt.G VUE 1960 t.fCARINGC, THERe VA$ tHLtl £~~ltSTtO:t'f,iO 0'

~~"rr''ZT1'RY D' t.\.O,lOtl TtiE PRoetH1E~·HtUT C#~OOt.t"',59 OUT SHARP

ca'f.caSH WAS LtYI~O 0' 'RIVATE Gnoups.60

I~~ 1961 ,AS aol.O '1.0\18 f:ONT Ir~U!D, RttPReS£UT.\T I ~/,t

THAT "{I',.y li.~vt 9~Sf4 G£WlnATttn ~y OUR \.oAr,S TO UNt)t~;)JtveLOPiti)

e~VtJTR I £S, T!tE HOUSE Vf:;l$DN 0' Ttelt 'OAlt 1Off ~,. {) it 1'-L CON1 AUlitD

TMt p~Oy,a'ON 'Ui' ~o ASSI3TA~C! Dt ,aOV$OCD rOR uCOH~T~UCT1Q"

~~Rf.:CD tHAT tT WOtJf..O PR~'I!flT tnlt ~XPO"'i\"~9f~ TO THe Uti ~ 1~n

S'A!~a or MOAt THAN 10 P!RCINT or THI A"NUA~ PROQUCTIOa or

$ut:!I rAC''-tTV DlJtltfJG THE f.I'C tlr fHt ~.O"ff ... n61 Ar"TfH1UCa

V PaEstN' P~OCUR£~CHr POLtty

PRt9$'.Hlt~r l\f_"H)Uan nr.!A !~~ t ut::\ '$1£ ·SAue tdF: t (\H t ~,a rACTO!lO Atl

ste"(H~ 510 (trrte1 ON ~eONO!:'V .. lA,DOn9Unpt.US~t it fOHr.n ~OBT ..

t'e~):l' SttT~Otf bt)l.,. REQUIR£B AN.a.:~.L.\t.l.tli. rtt!~'UG BV 'Tt~e

prU~$tO£t!"SI!'••t ..Qllt O"anOR£ PRoeuRtt.!tNT '8 PERt4ttftO.63 SEC110fJ

510 OT COt~T~A~T 'e~::;TT:.D ~~~:'.L or't$uont ~aGC"J~~n~iri ~.£1!i.!1-U

) \;J!ttn!! p~~e~ent!t~ "'0 ~:~t eeU1n,..r.H"~Y THE PRf:SfO!flT.64 T~~ 18
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REPRtSENTS MORE THAN A MCAI SHifTING or VOROS OR CHANGE IN

THE BURDEN 0' JUSTI,ICAT10N. THE exeCUTIvE PROPOSAL TO

RETAfN SEC. 510 WAS DtrtATEO. THe AOMfN'$T.ATORS or AID

HAVE FIRMLY COMMITTED THEMSELVES TO IMCNEAse UN'TED STATES

PROCUREMENT TO SE~ENTY-'OUR peRCENTJ PROCUREMENT IN UNDeR­

DEVELOPED COUNTRIES IS TO BE NINETEEN PERCENT; FOU. PERCENT

WILL Be speNT IN INOUSTRtALIZED COUNTRI£s.65 ALTHOUGH THEle

COMMItMENTS WElt NOT WI'TTEN INTO THE STATU~£, THEY WILL 8E

REMEMBeRED BY COHG.CSS'ONAL CXAMINCIS DURING THE Hex' "OUND

or ... ORCI.ON AID HEARINGS, AND THE ADM'N.aTITATOIS .. M'NDf"UL or

THIS, ARC LIKELY TO TAKE STft£N~OUS E,'ORTS TO REACH THlse

TARGSTS.

FOREIGN 'ROCURCMENT 'S ABSOLUTELY aCQUflCD IN THE CASE

or GRANT 'UNDS.66 IN LOAN ASstsTANce, THI WEICHING 'Rocess

WlLL ALLOW 'OREIGN PROCUREMENT ONLY VHERI THE uCOMMODITY IS

NOT A~ A.LA8LE IN THE UNITeD StATes OR IS NOT AVAILABLE IN

TIW£«67. GIVEN THE VAR.ITY or GOODS AVAILABLE IN THE UNITED

STATES, THIS ADMINISTRATION COMMITMENT IF NARROWLY CONSTRUED

SHOULD ENSURe THAT 'ROCUREMlNT IN OTHCI INDUSTRIALIZED

COVNTRlt$ WILL NOT CKeEIO tHe PRO~CCTED 'OUR peRCENT. THE

E'OHT RECENT LATIN AMellCA HOUSING LOANS, ALL or WHICH A6S0L~T£LY

REQUIRE COMPLeTE UNITED STATES PROCUREMENT ARC REFLECTIVE or

PRESENT POLICY.

DRASTlC IMPROVEMENTS IN OUR BALANCE OF PAVMENTS POSITION

16.

A"a: NOT IN ~n THE PROBLE .., or HIGHER UN'T£O STATIS PR tCES

CAM aE EXPEctED TO RINAIN AS LONG AS LABOR AND BUSiNESS



MONOPOLIES DEMAND RETURNS WICHER THAN MARGINAL PRODucTtvaTetS.

W'TH CONT'HUED OertCltS, HIGH UNITED STATES COSTS, AND MANDA­

TORY UNITED STATES PROCURE~£NT AS CONSTIAINTS ON OUR 'R££DOM

TO PROPOSe, WE TURN NOW TO tHREE ALTERNATIVE ROUTES: FRONTAL

ATTACKS. OUARANTttS, AND LOCAL CURRINCY.



)
j

.~)

FRONTAL A1TACKS

I COSfS

PROV.OINO IUDSIO fel TO. fue ULT'MATt SORROW£R IS 'U£,",08T

DIRECT SOLU"O" TO ,Itt DOARO\lC9'S'ROa"rN OF UAVltlGTO PAY

"'CH£9 PAtCl1 'OR UNITto ST'TE8 QOODS. ALTHOUGH THe SUOSIDY

ROUTt MAY BE POLITtCAL~Y IMPI.C,tCAlj 'T VILL DE Dt'CUSIID II

ORDER TO INDicATe THE NATURE or THE U~"qA't OORAowca's

OI"tCULT.£S AND PROV'OC A STARTING POINT. rOI A DISCUSSION 0'

MOQE,EAS'UL£ AL'C~NATIV£S.

THt ECONOMIC E'VECT or HOR£ COSTLY .qOCUR£MENT TO Tut

QORAOVtNG COUNTRY 18 NOT elPLtCtfLY WADE 4 'ACTOR IN AID's
LOAN tRtTEAIA. WHILE MOlE COSTLY UNtT£O STATES pqOeURCN£Nf

IS NOT PRontO'TID. UORE COS,'-, rOIlE'ON PIOCUR£r4£NT 1$,,6R

HOWEV£Q~l!!J.tu§~~ »IGM UNITED STATts COSTS MAY l£rtECT ON

THe ft£CONOM'C AND TeCHNICAL SOUNDNESS or THI PROJECT TO OR

, SHANelD tf .6'9 TH' S VAS Nor A OEIERRCNT TO A LOAN TO PAR t STAN '

FOR STEEL PRODUCTS. 1H£I£* "IO"ER UNITED STAyeS COSTS VIRE

ACCOUMOOAt'ED SIMPLY BY I N'CREA81 NO THE LOAN A.l0UNT.70

18.
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SuaStoy PAOC£IOUAI

Two SUflSIDY PROPOSALS AlE ADVANCED: (1) SUBSIDIES TO

MATCH H'CHER ACTUAL COSTS, AID (2) FLAT RATE SUBSIDIES.

Wn'LE TWI OROSS eOST f,tIGHT DE niGH (aUT NO GREATIR tnAN

15 PEAcENt o~ '"E lOANAMOUNf)11• 'HE NIT C08T. f.C. ALLOWING

VOA 'HeONE AID EMPLOYMENT GENERAflON AND RESULTING UNITED

,STATES tAXES, MIGHT BE tI£OATavc.72

'T '$ CONCEIVABLE THAT LOCAL CURAiNCY OAANtS COULD BE

MAO£ TO .,.,t DORAOVER ttl PLAce 0' DOLLARS. FOR eXAMPLE, TUE

BORROWEI WOULD RectlvE A LOAH or $120 WHICH WOULD DE OISBURSEO

to THE AMERICAN MANUFACTURER. Tut DORROVER WOULD IN ADDItiON

RECEIve A CRANT or $20 WOAtu or LOCAL CUIRCNCy. I' 'HtS IS

.tRIVID raOl4 PAEIENT UNITeD STATes OWNID ~OCAL CUARCNCfC8,13

TueeOST TO THE UNITED STATES 'S MINIMAL. FOI THE FUTURe

CONVERSION VALUE or THESE CORRENCIES, UHOER£X'STtNG ARRANGe­

MENTS t$ QUItE LIMITED.

UNDEA THI E.ACT COST Dt"ERENT.AL SUBSIDY, UNITED STATES

O'DO£RS MIGHT SEND DID COPIIS TO 'tiE OSB tN \-JAOU'NGtON.

COPIES or 'ORCICN SIOS WOULD DE DIREc,eo TO THe o£vtLOPMCNT

BANK OR TO THC LOCAL AID M'SSION. THE OORROV£R WOULD PAY THC

LOWEST IQU'V~"£NT 'OREIGN OlD. AND TUE U.. ,,£o STATES WOULO

DIRECTLY 'AY Tut SUCCESSFUL UNITED S'A1IS OtDDEQ tHE DIFFCReNCE

aCTWECN '"'S SUM AND Tnt U.,TID StAT£1 MANU'ACTUACAtS PRICE.

AID M'O"' DE GIVEN 1H£ OPTION TO RE'USE '0 PAY t"'8 DI'PERENTIAL

to CAlC 'OR CAICS 0' UNUSUAL D."ERENT.ALS OR SUIPECT£D

) en 'CANtAY. HOWEVER, THt NUt~Qt:R or SUBLOANS AND THE NUIU)ER 0'

.tEMS PER SUDLOAHS MAY WILL DC OVERWHELMING) THE OI"ICULTY
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PROPOSAL, A FLAf CU~Stay tOUAL to fHC AV«PA~E ,.,ct Dlr'E~·

lNTEA~ O£fWt£n UNrlto SfATt$ Afl' rORt,afl CAPITAL COODS M'~WT

PROCUCTS ANC COUnTRIES $UCOCSTO WINDFALL GAltl OPPO~TUN"f£8

5UT"0I'" TO PROVIDE GRAM' AS$I$TAftCC 4' SUBJeCT TO atx ,~ ~

'ACTORS.75 (1) SOCIAL PftQOtC88 OtvtLOP£MEMT. (2) eONS"TCNCY

v.'a tOUTR'OU110~S TO D£vtLOPMENT PLANO, (3) ~CONOM'C AN9

l'CCHf:ll C\'.~ $OUrlDMESI, (4) srLr-!JELP RtS{)OtUIf;. or TH£ COUNTRY,

(5) AOV."S£: t"tCTS O!I THI Uflf1Ef) STAT£8 eCONOMY, A~D

(6) UN'T~O Sfj.TCS UA"A~t£ OF P,4VU£~)TS. FACTORS (5) AND (6)

ARt tfRcNU L1( 1'0$.T I vt I at Tue CAse or t'1l~\N1.$ VH' en ~. Lt. RCSUL'

lit CBt~flil UNiTto .s,'/tTr, PAOCttAet.tC..'.. THE 01ut. 'ACTOR:) ARC

ntLAtev£LY UEU'~AL, BINet &N A.aUMe", CAN 6e MADE THAT 'HE

PURPose or ,uEet; actAM"! CONPl.£ts£NTO tUISt CA ITER IA. HO\l£VCR.

"11ft t..,,:c~aLf\Y ft tJ! eAcnOAOUND Qr ORAN' A$S' STANCt:75 S'JQGIS1'S

lHAt f': "-A3 Pll'M~R.t.YIl11t:NO£\) 'OR UIO.J\lAY9~ DANS:I' Ar~D OtHER

IlfFilASTRuCTURr PRthSEC1S AU!) PROGI1AM$ \IN I en, UH.",r: OIG I a.'s&.£

CflANT FUNDS USED AS aUPS,DllS ARE PARTICULARLY SUSPECT.

LEGISLAt flit HIS-TORY ,t; C1CNERAL ••Y U.JtAvORAO ....£ TOVARD $UOS'~'£S. 76

fOA£'GU A$$tSTANtt PROCRAM$ 0' OTHER COUNf.ten AI£ LIKELY TO

20.
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'OL\OW SU" AND/OR PROTCST LOUDLV AGAINST UNITtD STATes

SUBSIDies WhIC'" AAt useD TO OIIAUP, 'HE'I NORMA-L TRADINC

ARE-AS. ,'NALLY, AS A POLITICAL MATTII, 'HE SUCGeSTION 0'

PROVIDING SUDSIO'ES TO 'OReIGN BOAROVIRS (AND 'MDIRECT'" TO

UNitED STA'fCSMANUrACTURCRS) WOULD PROV'DE POWERFUL GRIST FOR

THE ANT'-'ORIICN-AIDERS MI~LS.

SUBTLE SUBSIDies IN THE 'ORM or TICHM'CAL ASSISTANCE

GRAn,S TotH! DEVELOPMENT OA•• PROVIOE SURIR C.OUNO. To Tit'.

II TUE PAODLEN or IGNORANCE or UNI'ED STAtES SOURces

THe TRADITIONAL TRAOE CHANNELl 'OR RURITAN.A MAY DC

BAIT ISH, FAENCH_ Eft. THe QUA~t'Y AND S£IVICCAOIL'TY OF

TU£ 00000 ARE KNOWN. LOCAL SUPPLIERS ARC AVAILADLE. Tlte

BRI7,an OR FR&NCH GOODS CAN BE seeN AND TOUCHED BY tHE

PROSP£CTIVE BUYER, O. AT LEAST, CATALOGS ARE READILY AVA'~AOL£.

[STAot-.aIlED ORAND NAME REPUTAftON$,-PRODUC1S speCIALLY ADAPTED

TO LOCAL NE£as AND PREJUOICES AND ALL tHe OTHER 'ACTORS WHICH

ACCOMPANY E&TADLI8HEO UARKCTINO CHAHHELS MAKE PENeTRATION

OY UNITeD STATtS SUPPLIIRS "Oql OI"ICULT. CONvtA8£LY,

IGNORANCe AbO APAYHY ON 'HE PART 0' UNITED STATED SUPPLIERS

or SPECI,IC POTENTIAL MARKETS AS.OAD CONT.,OUTE to U.I'£O

STAtES PROCUREMEnt Ot",CUl.T.CS.

aiD SOLIC,tATION VIA TUC osa CIRCULAR .8 TlIE NAJOR TOOL

'OR ACQUA.NY'UC UNIT£O STAtES BUSINISSMEN vtTH LOCAL Nceos

UNDER AID FINANCED PROGRAMs.17 'NsurraC'ENT TtMt 'OR RESPONDI~

,j TO t40'.C£S AND LACK or COMPLETE SPECI'ICATIONS LIMtt TIfE USE-
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VULMEsa OF THE OSS C'RCULAR.78 Tue INOISCRIMINATE APPROACH

OF OSS t'lAO NOT DECN succeSSFUL AS MEASURCD OY 'Ii£ LOW PERCENf

(25 0/0) or UNlleD STATES PROCUReMENf 8Y OEVELOPM£UT OAMKs.79

'N LIGHT OF THIS, ADDITIONS TO '.'E STA', or A DEVELOP­

f-tEftT DANK O,'ER A POSSIBLe SU'PLEI4£O' 1'0 THt asS. PURCHAS'NC

ACEHTS rOR ~ARGE UNtTEO STAT£8 CORPORATIONS VOULO 81£" TO BE

IDEAL 'OR '"CSE POS.t'ONS, IN ~'G"T or 'HE'R eXPOsuRt TO OUR

INDustalAL SUPPLIES. SINce THltR 'RtNAI' PURPose WOULD Ot

PROMOTING UN'TEO STATES .NDUSTRY. Tnt ~ALARt£S or THose MtN

SHOULD Dt BORNE ay AID. THEV MIGHT ALSO aE or GENERAL Asa'ST­

ANCE ,tI THE PROMOTION OF 'ROJECTS. WnCl1 tT WOULD 8£ A\JflVAAD

TO PLACE SUCH A MAM DIRECTI.V ON THE OBR ITAr" UE ~J'GItT

BeCOME PART OF THe AID LOCAL MISSION. SUCH 'ND'V'OUALS CAN

SQUARELY MECT THE tN'OA~A'tONNIEO.

PRIVATE ENT£APIISE NAY PROVIDE A HElPFUL SUPPLEMENT IN

T"£W~' e"onys. F~A£'GN OIVIStONS or LARGE UNITeD STAtES

BANKS AND tooc ACT SUDB'O'ARCS ARcccaTEAS or lurORMATION ON

UN'TED StATES INDUSTRV. STIMULATION or BANK CLICN"S

BUSINESS BY ',ND.NG NEV WAR.tTa IS A REGULAA PAAl or THCIR

OPERATIONS.OO

lit SCRVIC.uoFAC.LI,tC8

THE LACK OF S£RVICIUG FACILITIES FOR UNITED STATes

CAPITAL Goons IS h C'RtU~AR PROOLE~. Tu.s LACK alGutts 'N

'~!'RCatu:ncv or UN"to STATf:' CAPITAL GOO!)', wUtett't4 'URN

PAOVlots DISlt-tettSt,'I£ "0 TUE CREATION 0' SERVICING '4e'LI't£9 ..

Run'TA"'A NAY WELL 'EE\ '"AT IT fa PR£'CAA8L£ 'HAT HEA

T£CJIN'CIANt AND SERVfC£M£N OC FULLY TRAINCO ON 'OR 'NGTANCE

BRIY'SH MACHINERY. WH£AE NOST CQU'PMENT .8 PR£S£hTLY BAIT ISH-
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~ NADt. AAtHER '"AN SPRtlDINa ~".NL~ HER 8i.vtC~ P£R$OUWCL 0'
/

INDUCING TRAtNltJO IN U.l"EO STA1ES. JAPI,ta:$C. C£QNAW, OP. OTtllR

~AKe CAPItAL GOODS.

FnAtnt RECOGNITION or Tue PROOt-Cl' .JA'( t.l~AD TO fut COHCLtlS.Otl

vnAT UASS' V£ DOStS 017 T£tHNICAL ASSI stAtlct ARl:. ;it~jlft£D IN

OADER TO RetnA'" NtN AND REORieNT "ARRET INC AMD SERVICE

ttiAUU£t.S. PeRHAPS ttl R£COGNIT latl or Tlt£ Ct,ORt-l.TYOr tH!

Pl100LtU. T"CR&C£HT ,POLlev or AID HAD DtEN TO Lltar tttl HtJt·l0Cil

0' .NouStRIES IN ~JiIC" EMPHASiS WILL BC PLACED rOR £AeH

COUNT&V.61 WHEAE THtS fS OONI. 9tnV.Ct TRAINtNO CAN BE

COMc£utRATeo. THIS CONC£NTRATIOh~ nOWEvta fS tN CONFLICT

Usfa THC DEStAE OF NAUV counfRles FOR A WIDt qANC£ OF "tV

V£Ul'U£l£S, .'NO tOR VEUTUR£S UNcotUtttTCO W'TU l')~'lEstUT tJ(1RACT I V£

AND f~RU,SAR' ,N::lUSTfllta.

Un t T£t) STATts OYfJitO LOCAL CURRENt tel ARt ".r~ I LAGLE FOR

1&C-t,l,CAL l\3Q ISTAtlC&, AND 'fttf: ttl use 'OR AOD fT. Ot's fO O£VitLOP­

t-ttUl O.\tU( STA" OF uJ\cn'tll SIRVtct.fHl'IAUe'OflSWOULO stl!t..

APPAOPR IA1£. DO ... l.f\R 'UNDS. \l1f It.t PSITUAPS HOY AVA. LA3C

UHOEa S~c. 211 GRANT AUTHOQfTV,8a WOU~D SIIU CLEARLY AVA'\A8L£

UNo£a PROVIS.ONS RELATING TO 'H£ £MCOUAAQ£MtNt or '.,VAte
ENTERPR.SE.53 ''1IiERE THe Ntecs AAt LARGt, SPECIAL TleUM.CAL

AsalSTANCE OEVEI.OPMENT CCNTIRS "aULD Ot USEf'UL.
81i

THE VAA'OUS PAOPOIA~8 'OR ME£Y'NO THe PROBLEMS OF COST,

IGNORANCE, AID S£AVIC'NO HAVE ~ARGtLY lNVOLVIO USE or UNITED

STATES coveRNMENT PERSONNEL AND GOVERNM£NT' PAOGRAlU;. Tut

ALTERNATIVE or HOO'L,ztMG PRIVATE FORtES fS AVA'LAULC att THe

'ORM or GUARANTEes AND 'ROVIStON or lOCA~ CURAENClts, '0 '"£SE

VE NOV TURN.
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)
,I

'lue j\G~tlC'1 ror;jrt'a:nth\T tOnAL Of~t.~Ct.oP(n:';T l$C,tV~U I\UTHOR­

t TV 'f 0 £~7CUD ,CUf;tU\UT t l:$85 "0 ztrt t IJ/\ '1£ U~'lf%~)1()1'-::; f Ii (~r~n!n TO

tlVAC •L' l'ATe Af'O 'tlcnCAse Tut "J\tt~!C t rsi!ft eu or pr-: 2V~, Tf~ St1TtR·"
'M;*

PRtSEnt
,,;'!,-) ,c~ £eCNOUIC O£Vt.LO~utt~l'. n-JftUiO> THe VOUftT£E:n VEAJ~S

or QUA"A*41~i ....AQCUAt-t OPEftAt tOtis. GUARI\N'-'lS ~tOTt\t,t.IN(~ $790
MILLION HAVE Dt£~ AUTWO"'ZUD.87 ONLY two OF '"EC£~ tHE MORGACl

GUARAtlT v If,rtrUU~l t OtU.e,. OAflKI r-:,c COftPOr.;l\'f ION (MOR()eco) AUv

THt l3A~K or l"lof~"OVtA (Llorn;A) l·fIVOLVlt O·E\ttt.OPNF:N't· OI~NK9.

'fo fHe CX1'tU'r fB/,! PRiVATi: ,UNDS f"A£ USED f·OR £C()NOtt~C
(.",

DtV'L~'ut"" THE DOLLAR OUAIM MAY 0& L£3SEUEO.QO WHtA! LOCAL

,UNO$ CAM OC "OaIL.Z£D ,»aQUOM 'HE uot 0' OURRAU'tCa AnD tHEst

FUNDS aUPPLAU1 UniTeD SrATes GOvtAUUCUY rUN~at T:at DOLLAR

ORA't~ (.\;1 ot rOl11tuta CURTAILED.

'\t4 CIA;.l'Mio\flutJ UILL ViRGT at '''lOt; o"uc P03SU1\t usa

or 'HE GUARANTY AUTHORITY WI'H RESPECT TO EOCE ACT FINANCINC

CORPORAT.ONS. FOLtOW.hO TH'8. '"E POSSIBILITY or Ex,eNDINC

THt GUARANTY utv.c£ YO Foat,cN-OWNED DEVELOPMENT aAN~$ WILL

Ol E;x;;t..~tl£U. I!.\CUOV ·rHCGC • ";)~t, 'r Ofl t OfH) C,\flllE UIlID TI) 'Nc~ttt'S

UU.tED SlAlES PRIVATE PAR'I'.'AT,au IN 'OA~'QU FINAHCIRO AND

LOCAL CAPITAL NAOOIL'%AY'ON AND THIA£OY FAVORABlY ",tCY THE

Un'TEn StAtts oAtHttJ nAY eOfJDutT OU9 !t-t!SQ AtU10h1l THnoucu
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)

) AND ORANCHtS. 1",a DISCUSSION VILL DC LIM'TEO TO fHc Eoc~

ACt flNANCINC CORPOAATIOII ("ERI'NA'Y£R FINANCING CORPORATION).

THE FINANCING CORPORATION, IN LtGHT 0' '"I 8ROAD AUTHOR.T'

elVIN IT TO ENGAGE IN ,ONO feRM TRANSACTIONS o"eR' PO'£NT'A~

USE rOA DEVELOPMeNT BANK,nG.

A ',NANCING CORPORAT'ON MAy90 ',NAMCE "S OWN ACTIVIT.ES

'HAouon LOANS 0.. ISSUANCE 0' ITS OOL'Q'f'ONS9',. CNCAG£ IN

THE UNDERWRlt'NG OR SALE or 'ORC'ON $ICUI'Tt£S92, MAKI LOANS

OR EXTEND CRIO.TS93 V"~I RELATIVELY LONC£R "'A'UAlttIS9~, ANO IN

RELATIVELY GRtAtER AMOUNTS TO ONE BORROWER THAN Awe PCRMITT£O

BANKltlQ COIPOI'Y 1ON&95.. 'NVEST I. tHI STOCK or HONDANK'"O

CORPORAT'ONS 96, .NCLUO.NQ VOIINO SToc.97,AND r'NANCE TtlE

eXPORT or 00008 OR THE ActiVITIES ADROAD 0' INOIVIDUALS OR

CORPOAATlo,ts eONOUCT'NGOUS'N£SS AOROAO.98 AUTHOR.ZIO £oor:

ACT BANKINO CORPORAftON ACTIV'TIES AR£ ceNT£RED MA'.LY IN 'He

$HOAT~T£AM 'tELO.99 VaT" THe CMCI'T.ON 0' PCRNIS810N TO INVES'

IN OTUER DANK CORPORATIONS1OO AND TNt PROVISION 0' LOAN rUNDS ntq

A 1"ERf,. NOT EXCEEotMa 'IVE Y£ARS.'01

FINANC'NO AND BAhklNG CORPORATIONS, AS YELL AS BRANCH

ANO eOR.cap.MOEN' A'FILIATIONS CAN 01 use'UL V'TH REOARD TO

PROUO'ING UNITED STATES '1I0CUIC.I£UT. '02 Tnt PARENT or tHESE

BANKS f$ LIKILY TO HAve A ~AAGE 'ORE'ON BANKIMG D,V •• tOM IN

'TS NONE OF"ce. ONE or tHE IMPORT'"' rUNcTtONS or tH,a HOMe

OFrle! 'OREIGN DAMMING DIY,OIOH .8 'Ht PROMotiON OF OVERSEAS

BUSINEOS FOI AMERiCAN CL'ENTS.
'
03 ASSI,TANCE NAY INCLUDE

r'NDINe PARtNERS rOR JOINT VENTURES seCURING OUTLeTS 'OR

PlonUCTS, OR ARRANC'_G O'UER MA.KETING ACREEMENTS. THCSE

SClvtC£$ HAVE O£CO"£ MORt EXTENSIve VI'" THE INeRtAIE IN

.. ' .. '"
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) tONPCI'VfON FOR DCPOSITS or AMERICAN FtR~a. FOREIGN alVISION

orflcERS ARt L,H£LY ;0 Gt COUNTRY OR REGIONAL EXPERtS AND

HAVE txrtNsIV£ L'UNANY AND tNrORNAttON ACSOUAC£S. NEtWORKS

or '"C8£ AfrfLtATES HAtNTA •• ING L'ASON vaTU '"tIR PAREHT OfF'CES

OFF£M A USEFUL SUPPL£UENt Y' GOVERNMENT rORC'GH TRADI PRONOY'OL

HO~CV£A, UNtTED StATIS DAMMING 'MYEAES'& HAV& NOf MAOE

CXT£NStv£ USE 0' TNE PROVISIONS PERN.TTING FORNA"OU ur [OQt

ACT GORPORlit'ONS.
,r"lJ IN PA"" THEIA USE I' LIMtTED OV 'UE

1OC·
rlHANCING R8SM& ' INHEREDT •• UNDeRDEvtLOPED eouNtNt£S. THC

""Rut OANKS 'WUICtlMIQHf ot AT'flAtTtO TO TUlaE SUBfilOtAAtCa

ARtl40N£\~ WARNtl £lAtHes. ESPECIALLY stNslttVe .to A'SK tXPOSUR£.,06

TUEV fttL TnAT T.tEV ARE LINDING fHt IN DIPOSITOAS NON£\·. OR

US.NGPAAT or rUE 0 RtLA\~IVCLV THIUCAP,fAL.2AYtOH S4SE. AND

'UUS "OSf at vtAY CONSERVATIVE. TH£~troRC RISK EXPOSURE

O&YONO CERtAIN LIU"S WILL NGt BE UNDERTAKEN R£GAADLt68 or
'Nco~t R£TUAHS. '07 LOMG T£RH LENDINC TO SHALL INDIGENOUS

CUJREPRtN£UA& IN UNDERDEVElOPED COUNT. ItS UOOLQ 6£EU fO DE

f40RJ.1ALLV DEVONO tnESE 1RAO'T'ONA~ R18K .......TS. TIIEE.TENT TO

VHICH TNt GUARANTY AUTHOR"Y UAY DE usto FOA R£DUC'.G tUIS

RISK'OD WILL Dt EXPLORED MIXf.

II AID GUARANt' AUTHOR."

THt PURPO$C or 'HE 'ftV,.YN£Nf GUAR.NTV AutHORITY IS TO

"fACILITAfE AND 'NCREASE tHE PARTICIPATION 0' ~R'VA'E tMT~A­

PRtGl: IN f"URTntRltiG tiit DEVELOP.'£N! or tUE CCONQt-tte r.tSOURCES

AND PRODUCT t VE CAPAC,T I CS 0' 1.£8$ DEVELopeo ARIAS'f.'~ UNDER

fl•• S AUTHOR' TV.It fUE PRES I DtNt UAV tr I saUE QUAQANT. £1••••Of

'NVESfMtNtS IN COHNtC~ION WttH PAOJ£(tS. INCLUDING tXPANS'ON,

26.
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)

MOP£RN'2AT.ON OR OEV£LO'"EHT or 1_,STINa £"'r.RPA.SCS•••• tJ
• '10

TNE PAES'D~NT fS TO AONtNtSTIR THE PRGORAM UNOER "nnOAD

CRtT£A'At1111 THUS A£COOH!r..nG THE VALUE COtJOREDI ATTACHES Tn

"HE PROGRAM.

RISKS aUARANT££O 'NCLUDe IMCOHVIRTIBILITV!'2 £XPRO-
11~:' It

PAIATION. J VAI.'1~ ANO AM tALL ftt8K' GUARANTEE or U, TO

75 peRceNT or TttC 'NVESTHeNT UNDeR NEWLV GRANTeD AUTHORITV.11S
THO$£ £~IQ'DL£ 'OR GUARA.'III AlE UNITED STATes Clf.ZINS,

CORPORATIONS, PARTNERSHIPS AND OTHER ASSatIATIOHft.116 W.. tL£

'HC 'REOOM ••AT£ Ull or '"ESC OUARANT.re 'NVOLVE$ NOM-"NANC'AL

,NSfITUT'ONS 'MVI"T'NO AOROAO. '17 UNITEO STATes "NANctAI.

INSTITUTIONS HC£T'MO THt OV"£RSH" aCQU'ft£M£NT VOULO CE

£L'O'DLE. ALL toot ACT CORPORATION! MEr, TII.S Rt~U.R£"CNT.11B

III EDG. ACT GUARANTIES

C6fl! ~..tJ.., •.g1J.AP.A!.!Y•. Slt. I1IJJL ~!!!,.!•.e!1l.trl..'-l!l!..Urt~,f.JJlJ.u

Tur rULL CAPITAL AND REA80MABLV ANTICIPATID EARNINGS 0'

HCVlY PLANNEO EDoe ACT SANMO WOUlO Gt rULLY tLIOfOLC ,o~

GUARAN'V.119 CURRCN'~Y OPERATING toOt ACT BANIS WOUlO ~UAlt'Y

\lnCRE CJ(PAM:$'ON, 140DCINIZATfOH OR O£V£LO,."ENt .s Pt.ANM£9. 120

THE STATUTI 'S MOT eXPLICIT WHtTHER tM'S WOULD COVER 90TH

PIST AND PIANNEO 'NVESTMENT_ OR WOULO COVER ONLY TNE NEV

,UNO$ JHV£S'WJ~ THe leA GUARANTY HANonOOK tNO.CAfES THE

. tATT£R. '21 HOWEVIR, 'T fS AIGVAO'-£ TnAT aOfuonout.o DC

AVA'\AOL£ 'OR QUAftANTY UNClE TQr AOVANctMENT 0' NEV rUN'S

SUBJECTS TH& OL' 'NVESTMENT TO NIV 11$"'. PURC"A9£ 0' A S"AR~

122or OWN£RSHIP 1M AN A"PAOY£O PROJCCT fS covtRED.
In ADDITION TO OYARA"" or EQUITY, AOVANCES TO ANO OEa~NTUR£s'23
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(

'611 .11.&l!.lMJ.Qlf gr gY6IAtlt.! .~!I.16u..ISa.1t!9.1£ ytlg JLQ.Y~\",Q..!I.
tl~RCG'i,\1 ~J,te.nLG rRB,;H\!AM~aT,XjO" . . ":; .

1H& GUA"/ur~nf ~utln "~CT~·. Tift tNSl'nUt1£O~T,124 WKfGU n,.~'Oit'9,

U~I~tD StATtS C'TJttu~ cnAPOIATIO", t1C. AND WOULD MA~! UtE"

UtRtC1LY£L~GI81~ von A QUAAANT:t FAOM AID. ,HowevER. 3UCH

sALts MftY NOT ee AT1n~e'tV! rOOM 'H~ STAN3'Gln1 ov 1"£'JNANC'~

C'CRPOR":' 'OH fSPfh~:'tfl.'25

Cftllt,.W 9UABft NIY it ?.Y.F1:1J1Y...uItlIU'I·

Tuus ,AR DISCUSSION liAS CINTIIED ON "Clfl '" 'tiE LIABILITY

G\,t>:',t~O~ ""t'lt2.l,~f'''1\NCING CO.PORAT tON" BALANCE attlET. WE TURN NOV

TO ITS LOAN ANti EQUatY INVES'MENTS ("EIE'I."I., IUD-INYEI'­

MINTS).

GUARANTY OF lliE SUO-.NVCStwEN1S ,NDIRECTLY GUARANTIES TItE

CAPITAL ACCOUNts A~O LtAD'L'Tt£S or THI FINANCING CORPO~lT'ON

AND •• A NORE ACCURAVE fttFLCCTION OF l13 ••11 EXPOSURE.

COMPENSATION VOULD DE MADE ON THE OAst. or THI OCCURENCC or

GUARANTEEO-AGAINST RtSKs TO INDIV'DUAL 'UO~I"V£STM£"V$.

'N IHDUSTR1AL P"O~EC1S, QUARANT'CI AlE PLACED ON THe

IQU.TV AND DCDT INVESTMENT OF 'HE UNITeD StATES PARENT.

DAMAGE TO A CERTAIN 'ftACTIOH 0' THE PROPERTY MAY Tft400EI rULL
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or UHDttll·"ft~O AoatTs 'N Tff£ CUARANTEeD LOAtJ ACCOUNT PRoeCCDUIE

O'·'HR aAU~ 0' MOUR~~i~ ~Y~RAN,v.121

COl'~i~£tlHl" T;j CAtJr.' I.. utRt 51\f.i: 0'-: Sua~lt~lJltS"UCU19 \'DtU..O PtRM"

THi: r';\Af;tf1 ri) RJ-:'1AH'4 ~1tl"Jv£srnr:fl1 "~ TUr. r~f\1tH'.ctNGCOR':'I)",\T;O':'S

O~Ul CfHH ytf... HO\lCH~R .. S.t.t. RE(UJ tRr:HIN'S PRCCt.UDE 1'U I G Oll

PRAtTleAt. OftOUNDS.
12B

fORe,GN II.uel nus, RlG ••yaa,129 tHUS

MA.tNO SALt 0' tSIUel 0' SMALL '~RE'GH FIRMS 'MPRACTICAL ON

REGUlATORY GROUNDS, I' NOT ALA~ADY lu,tAslnL' O£CAunt or LIM,YID

t4AIUCETAO l L,TY.

,.;ttl i Vl.1£ orrEA' UOG UI iYOUi:; Ott UARKn:';'tJ 0"- ruue;; O:j ~. aruua A~t

EJlS;.JP t 'ROW ;.i.C.(;. RCGULt\T I OlfS.'30
S,"L£a ~v ,,:ut f"', t4ANC 3t'Q

13""tORPOiAi.OU HIGHT OC WADe TO LO;A~ 8UV~~;O~S • OR 7QINV£STOAS

,taOeVl.:t.QP,i:O C'JUItTRIl:iJ. '32 TnESI: sCCU.lIaT3ts YOUt.;) UAve "fut

CftKA'.QU or LQCAL.CAPflAL U~AKt's, "U;" AS V£1~AtU~ AOUtN'G~

tnAT tOl" G'JAilA~Tr;iS nAve.., 'i'lttJ£D "ort"Ci\G:~ ;,ttUUC£TS .~~ THe UNITED STATIS.
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IV STATUTORY COVERAGE

t.AUO$ ~U~f ;"1 !~t:J~rr Aj"t;t} ~'tt $U!.lS'\~HfrL\~l·l :3UN£:'f'<:/\~t.V O~J:r::~) i~t

Ui~i';eu :;:1,1\""3 C'1~~!t!:J~.'3]t (J1";tC~' $:!c'r:aus O~~ 1 1f:! ;\\~1T !H.;\C~....~
·E;H'litt'St:1 tiN ~'<h~;'L. tA?,-r~ ... tHl011.12,\tlON,··) 7INAffClAl.. l~ll~fl"

NED.an'!S,'36
AHD ~RIVA1! RM'ttaPAJS~.1~7 T~~ PRCS1DUU1 IS

DiREC1ED TO ~DMt~t~1EW THm QUAaAN11K ~ROO.~~ U~)El 110AD

C~t'r£il'A'S 13(3 Howtvtttt, 'tHt'!$r1 ~tto;\ot)lttr~1·I'Jtt:$ ~JOfJ!.U I\tGT ~r£tt·1

SttU~.TY UC~OIA IS A 'OttfGN ~AfIOHAL AI CPP~SED 1Q A

UN.ttD BrA'res CiTlztt:. ~":Hilt t'r ill ... PiE i;~'~j:10"k(Art rcp l'Ht

THtroRttGt~ CJll2af~ to I'LI,ceD ll! ";Hi;. ~(H'H~\Hlt~T I.HO;·~ld.. t'l)ti

b.·.n.t '.If.. llnr,11t) ril·f"* 1t·, u.I.··. ~f'6lt.. ft'·'·" '·~'Olr ·~"E rh~.·rt'o ~ ·"'/\·ii·f" ·i.' .
~v'lijl.'.... ".y;\J ..~'" '\1" ~1\oiO.t.l1l""j\,t. n;~",,~,",·~~ \ •• ~ .• ~..~;~.~. \.,;I~",.",~ \)¥,·~tl......;' )h



AttlONI or »t$ OWN GOvtRHM£.f IN Tal C481 0' t.'RO~.'A"O••

tNtORvtA'lat'1TV. AND WAft ••$KI. TM£ R'$K't.~O$URI 10 Tht

rO~E.GN UATI~~AL NAY OJ SUALLIR MIAE to 'hI cxttNt tHAT ACTION

OF tHE 'O~£IGN GovtRNN£Uf t* TKE fttLo or t~PRO'.tATIOH ARE

AiNtD .9£c ••• eALLV At 'Q~I'IN JNVISTOQQ. t, tflt. 1$ 'hE CAse,

GUARANTV tOI f»t&IR f SKSt $ LCS$ NltC$SAftf 'OR rut LOCAL • NveSTO R0

TH£ £1'INO£O .'$K GUARANT.II COVER.NO nUSINEes RtSKI 00

HOT SHARI '"IS'CltIZl"·GOVL~.MtM' ISSUE, AflO AMY at tn, NOR'

A,'aOP~IAT£ RaSK covtRAGI. 1.,ae.ALLY 1M tHe LtGH' or TNt

a~ALL atll or 1H£ 'liMa TO WHICH lHt QUARADTY IS Lt«£LY '0

AP~LY AttG ,at: LOWER ~UAur'fO' INOIOINOU$ ftANACIMENT.,

Rla~ t.,oaUII fO A'D CAl It LE$S£Hla BY ~atflNG OlFtlRENT

QUARA.rY CONtRActS ,~. THCSl aua.IHVIS'"£N'8.'~O SOMe

A$3U~ANCI 10 AID .s ,aovtoeo av fHi MANAGeMeNT or ?H£ F.NANCING

CORPORATION. W»tCK, eVCQ WITH TNt GUARANTV. ICLIKtLY TO Oi

CARCrUt IN ,"£ SELECTION 0' £NTIRPRlS£S QUARANtEEO.

WWILI POL.TaCAL A~O 01H£R .'IKS 0' 'f~AWCthG IN aEVILOPCO

'OEA 0' THI CONseRvAttON OF THI GUARANTeeo INVESTOR ANO TNt

U"'I£D StAtiO COV£RMM£NT ADMINistRATORS CAN DE OOTAtNCO 8Y

T~iE tt4CRCtOtUt.V Lau PAYf4tUT, ..tAOE ot~ GUARANTIES NOW OUf$l'ANO.NG

rOR 'NV~"M£NT$ IN NO~« OIV¢LOPto COUNTRICS.,41

VI POTEUTIAL UseFuLNess

1t/UAT£V£R THE tttDUtlt4£t4T VALut142 CONTAINED IN Tut CASE

V IKTtNGfON A~D TNE 'OSSIBILITIES RAIS£D av CAstS '-IV WH1C"



ARt'RCS(NtLY PtRM'T'ID ay 'HE STAfUTES•• NUWlln 0' UMe~RTAt~r'~$

ttl SItCT.O~ 2; or tHI r£OCRA\ Rt;stRVE ACT IUU)R!GU'~AT tON t( WB rCB

QOvCnN EDCI ACT eOQpORAf.OW8 RtMAtN'43 AND NAY SERVE TO LfMIT

tHe QROWTU AMPtXPA.N$1 Ott 0' , JHANel NG (4)llPORAt IONS. TUI

PRt:~'UUfr ~.Atltt. Nu~nlt.:1 or '!W"Me'Met COR'OftATIONS AtlO TH~ \tntLv

$\.o\ut£cn or tHI tflQRO\rlTH tHO ICAfttl tU:IO ,o~ CXAl-l tf4 t NO TU£

P08110lLI'Y 0' Ilfi"DtNG QUIRA"'tt AUTMOR.fV to 'OPtION

OCV£LOPf,S!Wt tlANftS, INCOflPORATCDlJNotR 'ORt. (U~ LAWAt~tt HAV t IfG

LfT'~l Oft .0 PRfVAlt UN'TEO SfAtes .NvtG1NIMTo

'AiS ·ytl .6 m~.t:I.UAHS'ltt ,gi~'F,geM'YJI ~U!iji

AiD HAS £XT£UD~O 35 LOANS TOTALLING $226 MILLion TO

29D£V£LQPwttIT ';··~jK$ ALL or WH .CHARi JUCORfiORATt: UfJOEli

'OAEtON LAW. Rt'AYNtNT PROV.SIOWS .N Noa~ '"ANNALF or rH~$t

"'OAN$P£RHI'tU$~ or\.(H~A'" CURR;.,CVftA"'U:R Tllt\N OOLt.ARSAS

'Ht CURRtNey or Re'AYM~U't'44 WHI~t '",e O'TION 10 CHOSEN. THt

LOCAL CURRENCY QtPAYNtNrs QtN~RAL~Y Lit UNU$£D.1~5 THr ORIGINAL

SV o(u.'t.R aUfLOWS OR. • N stvl;trrv-r, 11£ PtRC.H~1 or THt CAGtf.t.

BV UN"·'O S'AttttXPORVS ..

UNITtO StAres PROCUREwtNT. tu A\~ But THE ~osr RtCCN'

Ato tHZ V£LOP~lt:NT ~Atn~; LOAUS. MA,VB£ AVO Hltt> e'lKt~p.t~O SUU"OAU~

Dtt.OW Tut Ut.IT£1) SfAtES PROCUR£M£NY CUY'""Ovt.fYPlCAL"'V $100,000.

Tug GUARANTE! DIV.¢1 t4. aUTOl UT t L t '21010 • NOtiCE. t t "ttttl

UNIT£O STAT£S PROtURIW£H, OR OOLLAR REPAYMENT. S. Lowt~tNG

RflR EXPOSURE '0 THC DEVELOPM£NT UANK. ,"t GUARANT£t CAU INCRCAS£

tHa POTENTIAL NUMBER or SUCCESSFUL APP~leANTU. WITH A W'DER

SELEctION 0' AP, .... CAhT'S. TUlt9~ t$ A GRtATltR P008fOl.' tauNDER or

aORROWIRS UHO Wt~~ 'lND PlotURCMtNt IN Tut UH'T~O STATES to ae



iN THEtR tNTEAtST.

IN AOOITIO» TO CONVERT'NG $out SUOLOANS I~TO OOLLAa

PROCUR£NENT AND DOL~AR REPAYMENT LOANS, TRAnSFERRING SOMe or

THE flfSK TO 'THE UtHT£O SlATES OOVtRtHStNl 'S Lt1<ELY TO 'Nouce

DEVELOPMENT DANKS TO O£COME LESS tONS£RVAT,vt IN THEIR LEND INC,

AND THUI TO ACT MORE AS D£V£LOPMENT, _ATHER THAN AS COM~CRCIAL

BANKERS. FURTHER, NOR£ RAPID u'tLIIATION OF 8UBLOANS MAY BE A

eONSECUENCE or THE REDUCttON or THE OCVILOPt£NT BANK'S RISK

EXPOSURE.

THe SCOPE or THE GUARANTIES CAN at LtMITEO TO THAT WHICH

MEETS THt NEEDS OF THE DIVC~OP~!NT BANK ANO fHE suo-eORROWER,

AND l\ 10' S RISK-TAKING ,,,to I L t CT IONS. WAtt AND tXPROPR 'AT' ON

COV£RAO£ WOULO SEEM LCSS NEceSSARV ANO eUs'Ntss ftlSK ~ORE

NECESSARY FROM THI OEVELOPMENT BANK'S StANDPOI~r. To LIM.T

AID's RISK EXPOSUR! ON BUStN£Sa RISKS. THESE MICHT BE L'MITED

TO THE LAST 25 OR 50 P£ACCNT, '.E., ON DEFAULt THE DEveLOP-

..'f:NT SANK WOULO A8S0RO L.O$SES UP TO 50 TO 75 PEItCENT OF' THI

rACE AMOUNT or THE SUB-~OANJ AID ~OULD CO~'EN$A'E FOR LOssts

ONLY I' PROCCEDS ON DE'AULT WEIC LESS THAN 50 TO 75 PERCENT

or TWE AMOUNT or tHE LOAN. THE EXTeNT OF THE GUARANTEE WOULD

O£P~NO eN LAICE MEASURE ON THt olCRE£ 0' COMF,otNer PLActo

IN THE MANAGEMENT or EACH OEveLOPMENT SANK.

Is CAst VI EXTENSION WARRANTlD?

TH£ G~A~~~rY WOULO EXTiND ONLY TO $UO~fMV£SlMIN1S

INVOLViKG UNltlO STAt£! fRCCUREM£NT AUD DOLLAR R£PAYNENTS,

CONTRASTED WITH NON-UNITED STATES PROCUREMENT AND LOCAL

33·



AND CURRINCY, REPAVMENTa. UNlteo STATtS PROCURCMCNT WOULD

oav£ ~t8C TOHIQ8tR SALlS AND IARNtHOS or UWtTIO Sf'T~S

aueiNESS 'IRMS. GENtaAftoN or A MUL"PLICO STREAM or IHCON!

tHROUGHOUT 'HI tCONOMYj AND ,MeftlASCD TAX ReCEIPT. to THE

Ut"Tto STAtES TReASURV. LOCAL CURRENCY A(PAVMCNTor DOLt-All

~OANa. WHtCK TY'ICALLY ~tMA'N UNU$£O WOULD at RIP,ACID BV

OOt..LAR RtPAYt~£NT$. IHOlRlel 0·IHI'f·T90' .f4CRtAStNG 'THe U1' ....-

• IAT .ON or LOAN COMM 'Tr~ntNt$ AND THUS • HeRIAS tMO· Tltt PACE

O~ etONOwtt OtV£~OPMEMT ACCRU£.

BALAIC&D AGAlUS' 1H£$£ SENI,t,S ARE A NUMOC~ 0' INCRtASEn

co~:rr$. l\ 10 t·tUST DEAA Tut CO$t or PAVN£t4TS FOR .,.S SHAltl

or TH! LOGS ON DeFAUL'_ tNVOLVIMENT or A'D IN MANY SMALL

CLAtMS CAN tNCREASE _TO ADM'N.'TRA"VI £~PtNSC$ CONSIOERABLY.

CONQR~$8'ONAL R£$£N'MCNT ACAINSf TNt CONCIP' or SUCH AN a.ftN­

stott 94tO"' PROVE: COSTt.Y IN l'tltnsor CONGReSSIONAl. SUPPORt 0'

OTHeR FOREIGN AS$ISTAN~rPAOQRAMSo

'T 1$ rN'tR£~Y POaStULI THAT 'Hi SANS OBJECTIVE 0' INCREASING

Ut4t ftto STA1&S PROCUReweNT., AND $P£IO tNO Uf ato. ZAT tON ov fUNDS

COULD O~ AC••• EYEO A1 ,,"owlet COSTS VIA LOWERING TUft 'N1'£R£ST

RATt ON LOANS WHICH REOU1A~O UN.t&O STAtES PROCUREMlNT,

PlRN.f'ING THt D£VILOPHSNT GANK to CHARGe A HfaulR IMitArs,

RAT£,147 OR PRov.nlNO VARIOUS rO.M$ or flCUNtCAL ASSISTANce.

To SONE, TH!PRosPtt·, 0' THOUSANDS or UN.T£O STATBS

QOV~~NNt~t GUARANTIES on SMALL £"fIRPRlst COLtGATIONS HCLD

IY LABlt NUMBEAI " P1R$OMS tN COUNTRttS AROUNO THe GLoat. MAY

BE A (HIl.LING oNt. THe OCvttOPMCJ.t LOAtl rUNO, Oli£ or AIOoa



~~tDtt~$$ORS, VAS vtlwtO SOWlWhAT AS A COMMi"C1AL aANKt.~

TtilSVl£Y <Jr It$ "Utf~.l·O"$ MAY NOT HAVlt fit;Et~ ft' AetoRO tA'TH

~tA~"Y WN~N FOAMULAV~O.'OR ~oN~tattAL l.11~~3TS Wtll NOT

ANf) .:,rJ~i)Ht)T A$$iJMrt tH~ fl' (iliS Ut~lIt!ll,\~t::t. at, DLr., IT hf~\S

P.QVISf~N IF lSl'STANCC ,ow Vln'Oal& C&ARY'NG Q~£At!. RI9kl

OR A«~a1RlNG' ~tH~.NQ TiRNG At V~~fANct WITH t.AmITt~NAL O~NKtNO

t" .• t~rts.\. tN~ PR~G~ti" ~trtj)·I~C 1a~t4$ Ot=" AID ~/Hj.cn l;JAY tNVO\V~

AS t.ti~ A$ •75 p:t ..e~"T .!ttltAlt3't Af.O :\ .·!i\T~J!l'1Y 0' jJ~ t'O 50

A'r ~ttASt i\ !.t,NG RUi'4, ,\Pl'rlO.\;:H.

If ill:) Bt~tf "~G;;lt1) TH~'T leA's ~aA~A~T·C&:$ HAVrz ~Gf &C"vtD

fHCl1 'Uft.oac or SMA.'NC R' •• VtTa P~'VAT~ lNVE$TM&NT aSCAU$(

0' 'C!\.3!t~T.I\QAi)t"'~ttl~Y t~Ol'''OS$ ·aA"lo.l~a Tat3 ~C\f~O·BS

CQMMlftll1 "AVa AIPt~TtBLY URQ~D IN STRONO ~ANGUAot Moat
IXf£NtlP/!t Ul'St..2f\T'Otl orr nU!UlJ\Ntt~ ~\U"JH~.l,~,.149

TnA1 or ANAt.OGOUS PROGRA.f$Or ,,~::;1aN Govftrn~a:ttJTO!t rOC':{fla, ON or

GUARANTEes TO ftON-UUtT¢D STATes ~NtIRIOtl DORS N01 APPIAn

UNQV\Y V&NTURt80Mft. '50



LOCAL CURRENCY

It~F '. SCAL YEAR 1963, 1H'1 UN.T£O STAT£$ GOV£RNt4£NTHAO

$2,105 M' ....... OM t" LOCA" CURRINCI£31S1 \I't.CH IT OWN£'O OR WHf'H,

ARC OWNED 6Y A 'ORCtGH COUNTRY GUT UNDER SOMt CONTROL 0' THE

UMtlCO STATES. IT WOULD stlM OCt ••CAaLE 10 UT'L1Z£ 1H£$£

CUAQt:NC' «S I r POS& I BLI TO PRO.~ott Ttil SALII OF UNa TIO STATes

CAPITAL GOODS TO UftDIROl"tt.OPED COUNTRICS. Oft 10 OTltttRWIS£

OO&,STCR Ttil UHITeD StAT£OlALANC£ or PAY.tIHt' '08.T.ON.

AMONG ,"e MITUOD8 OY WHICH TMI$ MfOU' CONCtlvtAILY a£
ACCOMPLISHeD ARE. (1)OIlAN·'ltHl LOCAL cun~tM¢v SUBSlo,es TO

RURITAtl&AN sOftROWEAa VMostPURCHASC$ or UNIT£O StATES 00001

A~£j ASSUMIDLV, "OR£ COSTLY 'HAR 'RON OTNER SOURCC$' (2) SALE

0' THE CURRENCY tl'HER VOA OOLLAR$ OR rOI OT~£R HARO CURRINCY

TO BE lISEO BY RUR IT/dl'AN OOAftO\rl£RS rOR UhtTtl):STAT£& PURCHASES)

(3) 'MPOQt'T'ON 0' GOODS av THI UN.TIO STATIS ~"ICH WOULD

HOR"ALLvot PAro 'Oft BY UNITED STATts DOLLARS. THe LATf£A

HAS LITTLE RELATION TO O£VI~OPN£N' BANK.NG.

alNERALLY SP£AKINC. t"CSC ALTERNATIves ARt O"'ICULT

UNO'" ~Xt$T.NG AGRtEMENTS. ACCORDING TO 'HE UHCH4LLCNGEO

'lITtMONY or CONGReSSIONAL FOREtGN AID eXPER'_ RtPR£S£NTA1tY~

OTTO PASSMAN, ·'THt UN'"I£O STAtts CANNOT BUY AMYTH ING IN THCS'E

COUNTllIC·$ 1'0 sniP OUT ACAtNst THI LOCAL CURRCt~CY. NOR CAN

Tut Ur".TEO STATtS $PEND THILOCAL CURRENCY'" ANOTHERCQUNTRV It



TNCOt 8UMB CAN ONLY DC SPENT WtTHtN tH£ RICtPltHY COUNTRY

'OR CIRTAIN PUAPOSESAND WITH 'HE CONSENT or THt COUNTRy."'52

IF AU UMOCRB1AHDtUG CAUNGT DE RGACH£D Oy TtlC UntTeD STAtES AND

'11& LOCAL OOV£At4t4t~.~i O\lltR 1111 usc Of' lu£tSC ·...UfU)S. iliEft Tutv

\ftf-L R&~IAtN OORMANT.153 Tuus.£.'" 1Ht ..<.leAL. Oov£fttUnUi1 \lITn"

NOLDS ala couseNT TO A UDC PROPOSED BV THE UUtTED S7ATCS$

TMESI VUNDS ARE afSR.LIZ£D. ON THe OVHEft "AUO, iF TUE

UNITED STA11& REdiCTS A USE PAOPOSED 8Y THE LOCAL COUUiQY,

IT CAN. OE'£NbINt ON ITS WON£TA~V POLICIE$, CReATE THe LOCAL ~

,.~~J
CURRIUCOIGUKICH t, 01.IAE3. ,f

....~~
j 1 ORIGIU 0' UUtrEG StATts OVNEnOtl CotrrAO"ttf)CUR~EWCI £$. f:;,

C.OUU1ERPAAT ,UNO$ AR¢ SUUJ{tCT TO UN11£0 SfATfZG CONTRO'&"

GU', ARt:: OWN't()GV THE FORE I Qtl Q()V£RNl.fLti,U'. TUES£\l4tRE G'tt-l(R­

ATIU BV GRArl1STO ,onc tON COUNTRJ £t$- utnHtR 1nt: t~lJutsnALL r6lN

AND THe MutUAL StCUQtlV PaOGRAM4 MARSHALL PLAN GRANrs'56

MAO£ 10 GOV~RNMIW18 RIQU'A£O otPOS.T OF LOCAL CU~9&NCY £OUI-

V'~tN' TO TWE GRANT' tHC LOCAL CURRINCY CQUMTf.~ftA1 ~AS TO

BE A·/f\' LAGLt 'OR UllS ~'QR~Li:D "10 BV 'ru£: U:,. TttO STAles ANi) THE

HOST eour~"t~~/. Ur.OCR "tHE MUTUAL SitCUR ITY PROQRAU, 1tltHZRl 1U(t

COMMOOt'tes GRANTED WERe TO G& GOLD UlTHtN TUI (OUUIQ1. '57
TUg PRoc£toa OF THt IAL~3 ~ERe ~IKtW'G2 TO DE DEPOS.TEU AND

USiO FOR tCOWOHtC OiV£LQPMCNT. OUDO'TARY N«ZOS AND NILI'ARY

REQUIREMENTS, AGAIN SUBJECT TO THt eONCURRIWC£ OF 11.1 Uu.tto

STATES.

Utt.T£O STATES OWNeD CURRENCY HAS ilEEM GINtRATED ttllNLY

av tHe P.L. 480 AGRICULTURAL QURPLUS PAOCAAH.158 9,,£.'59

John M
Rectangle



TO R£L'tvt 'AMtHt O~ 'OA URGtNl OR £XTRAOADINAAY NttDS. ANO

to A LIMlt£O t~ttNt, fO PROMOtt ('OWOWIC DtytLOPM~Nt. to TH£

IXfENt THAt THi CQMMODITtiS ,.t SOL~ WITUlN THE COUUTAV, THt

LOCAL tURRiMCY OITAIN£a tHtREFROM 1$ OC'OS'TCQ to THt C~£O.T

0' THE UNITED STATES TRtA$URV. As A RESULT cr THE p.L.460
PQOGAAN~ PAa, OF THI SU~PLU$ AGI.tU~fU~AL CONNODl1ttS AQ£

TAANSf£RREO F~QM aURD£NSQwt S'C~AGI t~ THC UNItED ST.T~S INTO

TO PAY ,o~ t"EM WitH rOR'tQU ~XC"ANGt.

rocuatUG O~ TW~ NAJQR SouRct or Un'TtQ StATl1 HCLD

'6" ~,~r.LOCALeUAR£tttiCS."'· ~ ?L.. "i'\JV iRAt4SAtt'O~$. ~t WILL EXA~aH£

AP.L.. 480 A<QRtcUCNf f 'I>HI att,tvAHl' trrAl'Ul'~$. AMO Tutti EX""" Nt

VARiOUS W~Y8 tU WHICH 'HE LOCAL cUa~tNCY MIGHT Ut USCG &V

INA ;,rEtC"l LARGt P.L. 480 ttc'ANS4CT' Ot~ W11' HIND I A f 162

tttt Ut: l T£tl 6t A'''~$ Tft£ASURV fit t NtiUr.$lfJ tHt (;OM1400. tY CRtf) t t

COfU-ORA•• (Hl "·0$1 "HE $2 PtR BtJ5HCl.f>t.I. Cl \fH I tli TUto C.C.t.

HAD PA.n TO UNlf&ti StA1E:S rAANt,.s rOR tHt "nl",:r.'63 THl

'RIVAlLING WO_LO MARKET PRICt AT THt TIMC 0' tKt $A~£ 10 'NO'A

WAS $1.60 PIR nusH£L.
,64

OFti4£ $1,276 141 l,.LtON PAoc£tO$ 'AOn

THE SALE Qr 11-U: WHEAT TO 'tUlSAn l~tPOnTER$, ONl.Y $200 Mtt.LION

WAsser ASIDE tOI U$~ BV THt UN'ttO SlATES TO COVER ItS

AQt4.t"StIA1'tV,E EXPENStS ',U INO,,,.1b, THE R£UA't40£R OFTN£



PROCliOS \fAS 0 IV 10EO tOUAL...V INTO LO"tUi'66 AND GRAtIT,167TO

'NOlA, WHaCH VCRtTO DE AOMtH'S'£R£O WITH THI CONCURRENCe OF

tHE Uu'tlO STATES A10 NtSGfON ttl New DEl.H ...

TH£ IERMS 0' THt LOAM AND ORA"' ARI QUITe elOAO. TMt

FUNDS NAY al USED rOA "'INANCING SUCH PROJECTS TO PROMOTE

GALANceo tCONOMIC OCVELOPN£HT AS MAY 'ROM TIMI to TtNt BE

MUTUAL.LY AQR££O".,G8

T'.IR£ '$ NO SANeTIOt. FOR NONutILfZATt(JN 0' rUE rUNO$,

aUT GOMI 'A£$$UA£ Ml0"T DC APPL.eo. FOR 'ME ACRICMCNT CALLS

'CR atv,£w OF FUTURE AGRICULTURAL COMMOD.TY SN.putUTO BAsto

".PAllt ON T,II UTIL.aATI,ON or LOCAL CURRttlCV ,JtOCE.£os.t69

HoweVER, THt NEED TO Ot9'00« or THIll COMNOOfTtrs AS AN

lflYEJUU\t UhfT£O S.,'AT£SPOLt"CA ... MATtER AND 'NDtAtS N£CD'OR

TntH ARt t,t.tLV TO OUTWlfCNSLO'iN£,SS t« INOIA'$ t.OCAL CURR£Ii(V

UTtt..ZATION.

TH~ tITID! TO ~"tC" THESt rUNDo ARE NOT COMMITTED MAY

01 ,NDte,Yto oY TWI MOUNflWQ HOLDINGS OF LOCAL CURRENCV_

IN THt 'IRST atvEN YEARS (1954-62) 0' tlte PhOCRAM, At.f40ST

50PG:RtEt~T or "tiit tUNoB RItNA 'NEt) UNUSfU) A"O ON nepos It 0 110

NEARLY £ 10tiTV "tUICINY or '"'«lOCAL cURRENt I t& D£RfV£O 'ROM

,"OCAL CURRENCY RCPAVMEt.TG 0' DtVELOPMlNf LOAt-ltUNO LOANS

R£~AtN ur.aUSCDo171 DEsPttE Tli tS, COt~T t.'UAI. Pt La: UP OF' ,utUlS,

LeGS 'NAN 5 ,lRerNT or ALL 'UNO$ HAve O££N MADE AVAILAOL!

FOR PRIVATE £NT£RPtt'til. 172 TUI ItMA.NOIR flAS GONE LAROELV

rOR SCHOOL., MJQHVAYG, AMO OTH£R .G'RAS,aUCTU4£ '.OJ£CTS.

SOME 0' THr eUIE' AOJ,t'NI$T'QAfORS 00 NOT' APPEAR TO Dt FULLV

AWJn.tor THE WORKINGS 0' 'HE PROCAAM.
'
73 SOl,tt rUNUS



APPARENTLY LIE UNUSEO eARN lUG LITTLE OR NO iDTtRtOT IN ronttON

l1AUtt$9174 PASl U$t or Tuest rUtfD$rOft DEveLOPMEnT Ul~tn~$

ll~P£AJ~STO as OF U(UOR U·'PORTAt~e.l.175 O.HZ CAN S'ECULAT£ THAT

T~lfSt.tiCK or OTI ... aATION nAY DE 'out ttt PART "to tHt O&stRt

OF THE P6 L. 4Bo PROGnAM AOMtN,$TRATORS TO SEE fHAT THE

OR~ATEOT QUAN1lTY OF SURP~US COMMODtTttS ARE TRANU'ChACO;

use 0' THt ~RoctBOS tS tHUS tMMATCRtAL~ THe HO,T COUNTRY

NAY as SCNSltlVE ABOUT THI R£OU'REutNT OF UMtTt~ STATIC

CONCURRENCE ON 'H~ USE 0' tHE POOC£IOS, AND MAY FtEL fHAT

PRUU'fNQ NONSY CQUAt TO 1HAT S1eltttZ£D PROVIO£S MORE

Ft£XeOILITY to tT~

We WjLL ASSUN£ tHE TYPtCAL CASE t.l. tHAT aaMt 'UND$

ARt USED, AND VtLL£XPLORE ,"t POSSIDLE WAYS iN WNleH tHt POQT'OU

0' TUtO£ 'UNDO GOING TO DEVELOPMENT OAN.S CAN at iNcatASEO

SO "{HAY U"II TtO STAtts PRQCUREr-tIM' AND DOLLAR ORA' t'PRoat.£flsa

CAN as ALtEvIAT£O* WE tURN FtAGT TO SALl OF 'HE LOCAL

cURtnt~lev Oy tHt Ut~lf~tl $Vf,1£S 'r:ota OOLt-AilS, THCN, COUVtt1a.ONor

LOCAL CURRENCY l~'O DOLLAAS BY PA.VAIE TRADERS; TRIAnOULAft

9l\Lt:S~ iUtQ ttu"!.1tV, UO~ Qr t.oeAl.. CUnAltlIC'¥ UfTHttl ilit coutfT'lYo.

IVo SAt-lor LotAL CURRENCY 'OA OO&..LARG 'BY THE UfltTEO STAT£S
GovtttNttEUY

TutL£019~A"ION GOVIRNttUl THt PoL. 480 PROGRAM 008:$ ftOT

tKPt.,ctTLVPA&C"-UO£ $AL!OV TlIe CUR}l£t~eVrOA DOLLAR$o ON THE,

CONTRARY •. rT ,a 1'lI£ Olta-ARID PO~ftY OF CONGRESS n TO 'ACILfTAT£

tHe tOtlV£RY'Of"t'V OF CURRENCy u
o176 'T IS NOT CLeAR NOW

CO~YUR't8.LIT¥ ,$ TO as ACR'£VCD. OUT 'OtS CAN at Ih1IRPQ£T£D



AS PROVIDING AOA.COLfUnAL CONMOD'fteS IR EXCHANCe F03 LOCAL

CUftftlNtlCS IN OROeR TO CONSlRvt THe COUNTRY'S OOL~AR OR OfHI1

&lAAP .~ ..n~tHU~ £XCUANO•• $0 lilA" _16 THt LONG ~Utv tnt C:OUt>jl"RY

cAtJAc:n, litV~ 'Itt ~ONVI:RtI &1 «.. Tl.ili is. MttRP'JtIA"'f t Ot)\1(lUf..O .

UOT 'tAN" COhV&AISOU or 1":0 LOCAL CURhtUCY ,Oh lONE TSME.

t'i SH\lULU ~t ~c~t£tlY'nAT t~t\J t.OA~~ I"QfH,ttMIUY& WH ttH A.tt..cM t()e~l

C'RR~~G~ ~tPAV"CU7S CONTAIN A CLAU$1 ~RgVtO'H~ '~ft RIN£GOT.AT,OU

or tHI CUR_CUCY or RC,AYMlNt SUOULO lHt COUNTRY'. LOCAL CURReNCY

TN! stATuTe PROV.DES '0. CONvtRT.atl'TY or HOT LISS

THAN a ',OCINT or THE "oeltos 'OR PROGRAMS AtOING Tut

oevCLOPMENt 0' "NEW MARutTS 'OR UN.,£O STAttS AGRICULTURAL

COt4~tOD'Tlt$ ON A MUTUAt~'t eCNI,.tING eAst$~11'1CONV£ItSfOH

1$ tfOT "."fTID '0 OOLLARS, aUT NAY aE ..lADe ,NTO UTHITVPts

AtfDKIWOC or 'OACtCNCURftCNC,IS AO THE SeCReTARY (0'

AGn. CULT URI )OCEf4s,ntC·CS$,tl,V tl .178 Tn. ANGULAR Tfh\NSACT. ONS

.MYOLVINC THe F••ANCINI 0' PUQCHASE& or GOODS OA S£Rv.caa 'OR

Of'lER 'R.£t4Dt..V coUnTRfE$
1wl9 ARE tXPLIC'T~Y WITH"'" THI

PUhPost or THe AC'. PROCECD$ MAV oe USED "TO PURCHAS£ STRl­

,tOIC OR .'H£R MATe•• AL$ roa , SUPPLeMENTAL UHITtD S1ATE,

S1'ot«p,L£u160 t.'U$ INAGt.vaMO I NO I RttTt.v. THE. CONVERSlON or

THE LOCAL CURR£HCY IU10 OOL~ARS TO Gt UseD 'OR PURCHASl or
MATERIALS roa UNITeD StATIS DeFeNse.

ltJUA·,EvtR THE rRt£QOt4 'ROVIQCO BV Tnt; UN.tEO StATES

..EO' GLAT. 'Itt PROV• $ f ONS '-SAY D.C. CUftR£NCV USC 1$ SUBJtCT TO

'»1 AGREEMENT161 ...Ao£ Wf T"tHC NO$1· COUNTRY.. HeRe, tHO' A

HAS LtNlT£O tHi 'UNPS AVA • ,-ABLe '0. Ttta ABOVEPURPOGES TO



$eOOp Ol10,82 AtJDI T eAN at A$~HnU:D THAT THE: tHJt..t\ or Ttl. $ HOfl!·V

Uf Lt,OC H$ID 'OR £Ul)A$OV tU4t) 01'Ji£n Uu t TtD $tA'tS IdH,H N I ST9AT. VIZ

., WILL OEHtBALLY DE t" INOII'S etaT lUTEnISTS NOT TO

RELtASE CQNNODt"CI FOR t~PCR' IN RltURN FOR LOCAL CUARENt'CD,

$INC&I~g fir. Gtfl£f\l\L ~UL£.ItH.1A \!QOLO 'tHUS ae ~d v flJt. ur-- t 1&

n~G(.U)Rtt$ rOR ~vtA-" CUA~t~~Cfts \)tH eu •T tAli! CAIATt, f.t}1J • S

FOIl£GO,UO IH~tOtD nAnD tVRAtNCt£S OOTAIUAQt.t FROfril t')UtORTI·~

Eunof~tAn (:l1f~rJtNC I £$ GtNtAAttD at aHE r~ANSH/~~L PLAN163

MIGH1 at 08£D to "UAMCC expo.,a FROM THtSC EUROPEAM COU~'ft'ISf

UIIHG P.L. ~80 SO" CURRENCY ~IPAYMIH1S, IN nCiun» 'on TNt

EUROPEAU ttJAntHCV.· rut £UROP£AN CUIHlENC' ~$WOU"'O ACT AO f.

SUBSTITUTE 'OR DOLLAR LOANS REPAYABLE IN LOCAL CURRENCY AUO

WOULD '~R"f' FINANCING or EURO'CAN tXPORTD Vlt EURopeAN

CURR£NCtE$ RAffliR THAN IHI DOLLAR. AS RAD B£EN 'OSOiGLI

IE'ORI THE PREsto, stRICTLY "£0 'ROCUREMENT POLtCY.

R£Si sTAuce 11.) OUCH t%PROP(}SA.t.. suout,Q (3£ '..t$S£Ntu U t Tn fue

GROWING ,ntssuRI on EUROPtA. counTRlts TO 'NCRIAse THC'R

OIVELOPMCNY Aos.aTANct~

\'/Htn~t upon1S rnouRORf YAtJ.At tArl OE' PA I D'oA HI toeAt.

cunfH~'ACY tv f'~AY at O£GIRAtH..C ~<!nOH 7HI Ut~ITeD StATES PO.t~T OF

VttW TO 001;\t,4 nEt,.£Ascor UNiTED StAtltS· OWNtOl.OCAt conRtNCtCS

'01 ,uts PURPOSE. ASSUME T"Af LOCAL CU~R£"CY HAS BEEN LEV'

au DePQOl1 \,. TW tHe OOR. i\ Un .teo $T A., t$ 'MPOR1£A\lOOLO PAY



l\ ct~ti\in HAcH.rU: e'QSTS ~130 HI ·tnt Ur~''',''t:!) t31AT&S l\NO ·,u~

{ti:lU Ph\LE\r~T OF $100 itl EaQt..A~H) fi l\nsUi~t 1HtYT U(il TtIl STA\"t$w

,')\·HH;O ~U!~ IT I\M i;\a cururr.t~CV U/\$ n~r:NPt?tH:~t) oa O£:v()[j $7' WI 'tU TUI

aN$"I·RHC~.·t:!) 10 U;\itS UP Tit 1$ 0 f"e.nlUlce 8'1 A QRAUT OF LOCAL

¢URfltt:CY'rQ THt OQAnOUE,R. THUG THt aO!UH')\ltR WOULO, au THtS

CASE R£CatV£ A LOAM or $130 to LOCAL CURRENCY AND $30 IN 'He

Fort.' Of" .\ ~OC~\J,. CURQCUCYGftJ\H1 ~ HE UQULO C:)tlVinr ~13Q \,U)RTH

O~ LonAL CUAnENCv '"'0 nQ~LAR$. FROM HtS POIMY 0' VIEW

Ht.trr nonllt:t4 I)vel 00. HO\lt 4ICfl.;1 t"~10U ""Hi; Ru;~ "fAU t /t.'ont, QU

EXCHANGe AUTHORltv's yttWPO~NT# UNITEO KINGDOM PURCHAStS ARE



MOlt OISlnIAB~E# 'OR tut eXCHANGe AUTHOR.TY MUST G,vt UP

130 UNI,sor UtJtTCO STATES 'QREIQt~ CXC;HANGt Ve:RSUS 100 UNITS

OF URlllD KINGOOM FORt tON IMtMAftQ£. No MAYTEa " , rULL

$130 WOAtH 0' t.otALtURft£N"'S At. GRANTeD· TO TH£OGRAowtRj

'HI VOR£taN tHeMAROE COIf TO ,ut CXCHANGl AU'HORt,t£s 'OR

UN'tID STATES CAPITAL COOOS IS HtQH£h.

Sot¥l~CMP"A&IS '$ QIVtt4 ... THltP.L. 480185 AND FOREICN

AGS'STA'ICS: AC,186 10 UULTtt..A.Tcal.. 'TRAU£. AOMt1TEDLY THtS

LAWGUAGt 1$ MORI APP.O'RtAfC TO 'Ul PAfOA P.OCURCNiNT POLICY

\>1M .eN 'A;;~LV ptaU'1'TlD PURCHASES OU·T&IO£ Tnt UtlfTEO STAt£&o

LeT us. novCVIR, eXAMfNI fHE POSS'OILI"V 0' l'hlANGULAR SAt-CS.

UNDER PACSENT ARRANGEMENtG.

ASSUNE A oepoo" or LOCAL CUI.CNCY 8AI SCCI Mlot OY TNt

Utt ''f.~p StAt£O TREASURV A1 l ..tOaR. AND THAT tHt TReASURV

AutHOR' ZCS THe oaR 'fO atL" TlttSI LOCAL CUARtNtv tUNDS TO ANV

,. IRHa WlSt. 'NG T01 "'PORT ,aot" RUR 1TAN I A t1 Aesu.t£ 1ft. UN t ,. £0

K.NGDOM U·1PORTiR8UVS COCc)A rRow RUW'TANIA AND THAT1U&:

DEft HAS Rcee t V£OPtAl-t I S·S' ON tROll Tnt £J(C.UANGE JU;THOR. T .tS

"ootA" IN THI. LOCAL CURIEtt'V. A $A1.t 0" TUe Loe,AL eUftRCNCY

SY THE OaR TO THe UMlTEo'(rtaQOQH 'MPORTltIW. to&. n 1'1£ R t$£ TO

A ~&POSft Or POIND $t£f:tLlflGVUNOa tmtJCD BV Tnt UN.ft:O STAtts

TREAS\UlVt> Tue 'UNDSt.. ,CUY tONee. VAaLv GeUSED 'OR' I.JANt t~G

,unCHAs£e or CAP.TAtGOODS 'RON ENG~AHD WH't" WOULD SUOSTtTUl1

'OR OttlTUO SfATEsrORE.GH AID "MAMCtlta, tHIREOV t..£SSCtl't-lQ

AID I~P£NDftuAC.J OR fT UICHT tONCltVAQ~Y 81 CONViRTIO INTO



DOLLAAS 'OR UN.TlD StAllS SALla or CAPITAl COODS TO RUR.1ANfA.

tF UNfT~O S'AT~S aooo~ ARt ,.actD KfGUER THAN ENGLISH

OOOOS, THtN RUft.TANIA IS WORst or, '0. 'T MUlt EXPORT A QQtA't~

1'01A\ IN ORDIA TO PAY FOR UNIT£D StAtES GOODS.

TutGI TgiANGULAR '_ADC TRANSACTIONS ARt £CONOMtCA'~Y

R£ASONAOt.£ 'ROM RU.'TAttIA'a 'v flWPO,QTONLV \lUERt UniTeD STATts

0000$ AR£ talA'lt, AND tNT"AT CAGE. 'Hf$ tMUtaCeT M&THOO

0' tNDUCffta UN.tto STATe.expo.,s WOULD NOT BI AS wtCISSARV.

't WOULD tHUI aCNURALLV NOT Gt •• RURITANlA'. tWTCRIST

1'0 PIRt".t T"~ CONVERSION arLeCA" ,tuRRC.le .es OWNCD 0"1 Tnt

UN.TIO STAT£8 INtO DQLLARS OR otHeR HARD CURRtNC'CS. COUNTafeS

PAftT.et PAT lUG "M ffit P.L. 460 PAOORAt-1 TVPt CAt-&.V ARt SHOAT 0'

FOAS lotI eX-CHANGE ANO l'HIIltOA£.IM e)(CHANCe £AAt:tHCsAAI LlMit"'v

to 8£ CARt'ULLY CO""OLLEO. TU£Bl COUNtRtl1 CAN ONLY tARN

'OiltON CUdRtNCtCI vtA IkPORT SALIS. CONY£ASfON or 'HI

P.L. 460 CURRENCY WOULf) HAVE THE SA-.iCC"£CTA$ t, Tne COUNTRY

~)tPORT£orOR (Jot-l.A.-a AJitO USCO THISE OOLLARsrOR • MPO.'S or eRA. t-t J

ANPP.L. 460 AGReEMeNTS \ttRE 'ROOA-eLY EfjT~AtO tNTO ,BltAuSE

DOLLAR 'URCHASES OF GRAIN W£A£ NOT pose.OLe.

T"I tUR~INCV TRAHSACTtONI veiL 'HE UNDERLVING 'ACTORS

.HVOLvtO. RUR1TANfA HAS AlcttV!O AGRICULTURAL CONNOO.Tf£SJ

'ttiE UrJ.TiU STAtES HAS Qt1'~a~ U~ Aante~,tr1l:TU:tj\L COtUtOO'l'.t$.

RUAITAU«AM ctf.a~N$ HAve TRAN$'IRR£O LOCAL CURRINCY WHICH TMe

Ut~tTto STATes HAS 'REce.VED', AHOTtlE UNtTf:O S1'.tt$ HAS

TRANI'CRft£O ~OLLARG TO .'$ 'ARNERS. REGAROleSs OF THI £XCRANGE

RATIO £STAS'.SHCO Gt'V£IN DOLLARS ADD THS LOCA~ QURRINCY OR THE

At~10U.~T 0' ORAUTSI;lV TUE UNltEt) StAT£o 'or LOCAL CURReNCY TO LOCAL

45.



U(HtR.OWSLtu# RUR ITA:) 4A U J '-L otlu:r J T 8VWOT PCRt" tT INO tHe LOCAL

CURkKNCY TO OC U5£0 AS 'AYMtNt FOR RURtVA"tA" ixpoaTI.,67

TH~ PRQULtM 0' HtOHtR palCED UUtTEO StA'~S GOO~$ is

STATts AND OTHIR SOuReta or CA'ITAL GOOOB, I.E. WHERe 'HE

DEveLOPMENt aANK OR eXCHANGe AUTHOR.T.ta KAVe OO~LARS AND

ot$'t£~~ tiARO CU.,sEtte ats. By 1..£ MJOOLE 0' JUNI. 1961,. ASOUT

oue 'inf IAo,65 OF 'fn£: O£VEt.op..4eNT 8A~KS 10 vu. euAlo 'tAG

MIT'DA,e UNIT£D SThV£S PUltt OlSADVA~TAGts BV PROVIDING MORE

ATTRACT eve Tcnws ON DOLLAR eUOLOAN8. THIS MICHT Ci ACCOMPLtSH£O

BY PROVIDtMG HEAVY bOStU OF TtCHUICAL ASStGTANCE TO DOLLAR

QOAAOWERS. OR 'OR 8«'£.&G1-'R£& LOANS or LOCAL CURRENCY.

lOCAL CU~R&NCY COULD DE U8£0 FOR ADDtT'OWG TO THE O£V~LOp·

l4tNT OAfUi GTAI='V J VHESE: 1\005 r IOHI,.L $tI~~' Hf Gut HAVE S"ltt I AL

R£spoUStatLJYV von PU£PARlhG CNG.HEfftIUG, F~"A"C.ftL. AUD L&GAL

sTAtCMeNTS. AND MIGHT ASS'ST eOAruoutne IN 'Ht SELECTion OF

UNtTCD STAtts OUPPLlCftS.

TNt TtCUNQC/~L AssaSTAUC£. e;Y"!CR£'~IING tHE: £.~"ICltNCV

or THt OORAOW£h MAY HonE T8AN CQMPtHSAT£ ron THt HIGHtft

pn,cF. or THE GOODS FEton THE eORROW£R'S AttO RURlfA~.UAts

.OfNT& OF VIEW. PREceDEN' HAS RECENTLY BEE" ESTABLISHED



MAY R~OUtRI sout USE or EXPAtRIATe TECHNIC.ANS. 'N£ OO'LAR

cost 0' 'U&S£ NAY 8: Dt,taaEO UNOER U£V£LOP~EN' GRANY ASSiST­
1fl9

AUC'&.' u.

A1'1t'\CHCO YO Tift UUITlOSTAT!$ AID HtSSIOU WOU~D PROVIDE *\N

Al/lt:nNAltvt 10 AOtltTOtJS 10 "Itt DEvt:LOPMltNT tlANK STA.fr. Bow-

~\I\.\Jon O~'l' PU~LIC tHZ.\LI'U. "Ciiil~~tH::Ultt, Q:oucAtlQN, t1'c., \.IM.'S

'rBt; ~:Yo·:ttri 'AL iJS~ or "iH Q$ALVtllU4<\'t 1"/(;;.190

or DEV&LOPMENT CEN1Ene 01 THE IUTE.NATIONAL COOPt~ATION

t~()"UtJ1$tA{~Tl0H.191., Ust \11~ t.oeAt. CUlu~tuc#£s nULl) ov AiD

WOU:LO poot &10 l~J\R:·: CUt.{H~ f 1Rcru..f!NS uowtvtat, THE Ii; GU I)(H.. L~'R

(OG?U 01:0 RECEN10&V£LUI'H£NT OAl:t< CutHJUL7AUV COt~'VR~\Cys192 MAV

Ttu~G o,',sttS H~St4ALL H£AUUH£ THt COUUTRV'SA81LITV TO

PRESSURe to ust 'Ht rU~DS hhV ASSIST rHE (aUNIRY TO PROGRAM

OTO ,El!SOlHU;!,S t{O~t tf'I}"~Ctttt'LVJ'93 A\"ttttsttHERE: ts HCHU:
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COt~S'W"U,Jft' "hl\i;r~E UtJI"tt; S1A1tt) coelCUttuCUCC .~ ACtJUJRtD lUAU

WH~"~ rLIK4DaLf1Y ao ACU.ty~g V1A YHe VUI~T'UQ PACSOED.
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3.

6..

8.

11.

12.

U."ttR~? No. 178S, 811t.t COtjo., 20 Sess. '10..41 (19l;1).

Li'9T VitAn. ~~'jA CaAU!'Le, R!prH:st!'~'AT' ViS. alTO PA~OJ.$Ai',
COAfRUAN,HoUD£ P.PPROPR.t"TICNS S1JBCcn.;~qfrl~ ON rQ~tICN
Op:;t:l\l ~ou~ ·eououc,·Co seOfHHS or- tI t -.fC:lt3:)!$ lfHlOUQU {'10
nOURS or HEArt ,rlOS .THAT , I L'.~O 3COC P~t'i"S OF' PR I UTcn
"1&5' fH(}~t't. (.r\l1~JRP~.J!g ~~.L~J.~; .. ~'iP~"; ,S!~tlC:H 9,.V
A_P9J-lP_.R.tAi..Q.t!, Sf fO, .J_ "0 A'f v 9'\~J.

THESE ,rU~LUDED Tti·tEcCKOUfC COOPERATION AD~'NISfAA"OH,
tHt POINT IV PROGRAM, FOREIGN QptRAt10NS A~MIN'ST~ATION,

{·,';UT UAf. SECUR I tV AOM' UI STRATI ott.. 'f~TErnJATI ON~ L COOPtRAT ION.
J\\)~UU.Sl'RAT 'ON, DrvtL'OputNT LOAN FUNO. AtlOl NO\lit THe
~e£Nty ,o~ t~Tt~UlTfONA~ brV~LoFMtUT.

THEDe I nCt.UD£O TUit ntJL\~. tIT A" I Otl ~1 ~Ut,t:~P£ (ECA) ..
fH\ITI',nV OU!l~O:"'iT (MSA) , Tf!t!HJte,4L ASS'!,l1AUCt (IC;\~,
to.ANS (otr-" }..COUt'nEHf;un i vc .tH It 'I Atrt A!H) tCO:~:j~·;r e .
AD~13TAhC~ (AiD).

WITH'" THE KENNEDY ADNINtSTaAT.ON ALONtl H~NRV LABOUISSt
(6 ~ltl'JTH3 3'.:111.(:t). (~\)litrt HJ\.tn.,TC}t; (13 ~'~'~IYHS), ll~vP' .:.
[)~t.L (o£Gj~rJ NQ'-Jtt1tl£;t 1:)62) th\vt: st~\lE>'.

NO.·.!~lnA... ~it.. H;~U.• ~ .r~~L.I.tIJit)JrTil$.2jl\'._q..: [gILt L9fl :1',1>. :36
~"'J1 ,...~# -C. -;;:'H 1""01 ~...')t
H~·"",· r •.,;,..... ~~ 'l.' t~'-V.J> j ~ ~ :t'.)l~ I. . ..

MtRCHANTJMIRINI ACT or 1~36, SEe.~. 90~'a), 759T41_.565 '
~!26!), !6 u:?~:; 12~l1~ (~J eo (19~'4J: .tI!;~B.¥ltU;.~ o~~.1a.?1
~~t:;fi}-~~-;,~;~t:.r1tnr§f~t1~fN~i<.;u~l~~ t ONT
eO~u4tN't) •

rone.Gu.l\SSJG1i'\NC& .ACT Oti~ 1961ft sr:.c. 602:(.),. 75 STAY.
4~~(!~!), 22tJ.S.C. ~~~.2j(~i\) (SuPP."., 1962)p
{:Il!Rt.UA.Tr.R e,'f:O h$ t/ .. ~ or ..... ?".
Sec 'ART ,t,PAQS$ 1" 12, AND 14 ~OR$UMMAAY or 'ROCU~!­
IU:U1 u t STonv ..

N.'1~TH·,t$1 OC1. 20, 1959, fl.1, COL. 5.

GUNWA~Y 01 OOLLAR oeVELOPMINf BANK LOANS



FOOTNOTES

13. SEC ApPIND.X II, BURNS AND STE 'N, Q!,!SLqPt'£!fT .BANK! NG.
BU1L'99BA.PH!, (19G3) rOR WORKS ON DEYCI.OPWENT BANKS.

14. DEV. f3K. STATIST.tS, P. '~(% OF LOAN AMOUNT DISBURSED
COL.). .

16.

18.

20.

(~9AN AMgyU' OUTIIbN2'H9 ! ttMS gUT§TANOfHC)
AMOUNT DISBURSED

lsI., 'ND. D£VL. BANK (TURKEY), IND. DEV. BANK ('aRAE"),
AND P.'.C.I.C. (PAKISTAN). .

orF'CE Or DEVELOPMENT FINANCE AND PRIVATE ENTERPRISE.
AID Ie £ t V PMENT , P.], 11'(0)
(196 EAEINAF'CR C,TEO ASU HE,).

Q£V,i?K. !iTA"I!"1 1 (COLUMN HCADED 'MAX'MUN $ AMT. or
SID-LOANS P£RM'T'tNG NON-U.S. PROCUREMENT').

JA. AT 3 (4TH P.I.C. I.C. LOAN).

POLICY GUIDELINE 1.

24.
25·
26.

6t'r~"r·.4, PROBL£~-1S AND PRAtT ICES or DEVELOPMENT BANKS 3
(1959).

~., AT 3-10, '03-111.

JR.., AT 99-101.

AT LEAST ONE AID OFF.CIAL OCLIeVES THAT OEVE~OPN£NT

CENTERS ARE eSSENTIAL 'OA THE SUCCESSFUL OPtRATION or
DtVELOPHENT DANKS. S££ Falo L. PREY, t:1VtJUttNO!Jt-t ,gu
OEVELOPMINI~6ANKS IN 8CB1PA. JANUARV 8;f~.

26. UNITED STATES OEYE~OP"£NT DANK INVESTORS INCLUDE: BANK
OF AMERICA, CHASE INTERNATIONAL INV. CORP., FIRST BOSTON
COAPL, HENRY J. KAISER Co., INTERNATIONAL BASte EeONOUY
CORP_, LAZARD FOIREQ &Co., MORGAN GUARANTY INTERNAT'ONAL
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FOOTNOTES

BANKI~G COR'., O~IN MtTHlt$ON CarMICAL Co_P., TRANsoe~ANte

Dav. COR'., WI$1INGHCUS! ELIC. I~T. COR', (L'Sft~ IN
McO,\itllot" !iJg~~P~*1Lll:.,w~;.Cqll!'P,ItIlA!JQM.. !.Ltl!'t!S:I., 1'.) /l.M. J. 0'
C,t~*'• L,~t" 1\.i\.'A.T p~-""2J_i·. .

29-, eOSKtv. 9,!..t'lL. !.Y?8A. NO~~ 2~~ AT 31-33; . tll!S!.¥J~,
$Ie t S! T. lU,P!A. t'OT" k.7 AT ()oo-5« ..

30..Q..tv. E.lts.. m§TlI!LUlU'-l". (ApP£~'D txt I j PART 2).

31. FRfEClMfiNN, METHO!)S ;\Nt) ?OLICIE:S nr PRn\t(:fffAl DONO~
I~~ ... NTR 'E~3 1M P~-sL Ie iNi~RN;\TiON.~l DE:V~,•.O~~~Et\'T F' I~J!\NC f~.
A Pt1!StIMtN;~f(Y A?PRA ,S4l (1962), pp.1J..·lo.,

32• a .. AT 16-20.

33. J1l.. AT ?O"'23.

34.

]5.
36.
37­

3".
39.

40.

.12..*...I\T 2.

U!!!J!~ !~~RA NOTE 21 ~, 660-661.
l.e.-, AT, 662-6.£19. .

n~v. !3~. =~.• AT t ftTle.··~ .. 1 i......""·,...,w........ari...........::.: ...,$.~ ,~~

r·1UTUA~.. S~ef.Jq .TV ,~t;T 0'- 195~, ~Re .. 51(),A9 AM!~!)!tO, 158
STAT. 853 (1954)_ 22 u.s.c. $~C. 1162 (1959).

142. 12..1.:'1.

43. ti.l~.'J~JS!9.j ..aitsl~~. !Jji~.,S~9.!~*r;-r i.u~i.E.Jlt...t.~ttav..~~Ti'!LtL""t
~G.•~~}'~,~!'J~~,:t.L!1~,t9l11. H ~ONG.,' at SESS., Pl-~--'1; 1#(!l
(ll~off \S.e~_ U'~LON)~
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53.
54.
'-5:> •

FOOTNOTES

114. !IL•• AT 176. THIS IS PROBAOLV AN ovtASTATCt:CeJT. THe
rAef '"AT UnlTtD StATes CHOlHEEIS AND CONT.ACTORS ARI
RESPONSIBLE '01 IMPLEMENTING PRO~ECT ~OAN8 LIKtLY
R£SU~TS IN HIGHER UNITED StATES PROCUICMSNf THAN WOULD
HAvlt OEENOT"!I"'SI.

4;. l.t.A. REOULi\TtON (PnocttouRCS rc~ F'UAt':::UlfJO A~afCfANct
TO COOP£RNTINO COUNTRIes) 22 C.F.R. S&c. 201.13 (1,955)
(HIREINAFTER C.TCO AS ItA REI. 1).

46. J!UA.

117- li1U1p.uiB PU lilR't 'il ...J~IEOBL THI, fig!Ll.,_ca~WI '!~!.tU!-U
~N!JL\..~~J!l.;A.~.tt.f;1rs.LL,"Le:U~LQ!t...QL..;~!~~· tlUL!14L-ltt
~.QU-IQ'f ,I!!AU'-Bbfll. C;'O. NO". 1Sf $C:l$•• 1'. 0'59'.(5SAAICC 10)
\H t RE • NA'TI R..§H,,,t.L.!2!!!..UJJII P.!fJl~'-ca,!U."~C1I!) • :

48. l.e.A. i'IG. 1, lupet\ Note 9, scc. 201.13(r).'

49. ..tAt. aEC. 201.13 (A ).

50. ~,tMr.L ~U~'t!;P;}••f~!tt,,'trA!;9rJ. ;u.~nA fJOTt 11_ AT 1i~1.

51. ~•• AT 33. (MACV).

52. ~.* A1 175-
.ut., AT 75.

l.2.., AT 114.

2£.~!I.,.rus.,tl•.st~~.lttUJ... NOfC'HAV r)cvtLOPM£MT BAtHe' t..OlttS
pn,OR TOOCTQOCR 19;9 PIUtMt'TEh' FtJt.L NON-U.S. PRt)cuRCt.tCNT.

N.• Y•. "MES._ Oc,. 20, 19Sr,~, '.1 J COL. 5.. .21vSJe25'!C~T
~.,A ,-Y..tU1..AJU L· A..,~.s.u.JJlJ.'....." C~2$.u!l,Mll:1L.en!.S.Y" 61 t;:pf
~~- O' (1959).

57. H!aB.l~1. au:O!s.~'!-'.J!q,m.£3N'QJ.t.,$..s.~qt!...Ar?".W.•.aiTt! Ot10., 1$1 ~C9S... 'T. ~, 055 (196rr (OfLt..ON •

58. W.fJ!f,~t6.!r;TIc,$. THE eOLU"N HCADED MAXIMUM $ tH·rr. OF
SUO-LOAU~ Pea~.TTI~Q Non-U.S~ PAQCU~~~CQT :to:C~TC~ ~~o·

LOAn CUT-orr ~O'"TS.
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FOOTNOTES

60. J,a.., AT 172.

64.

66.

H.R. REP. No. 1vS8, 81TU toua., lqT SEIO._ 61·~ (1961).
SIS tlgABiNQS, .§UPrA•• NOTt, 21 .*.' 1b 'OR PAt4SNAM'S CO",...ItNTS
IW1BIO·.ti-'"f'1"7Cfl. · ,;:lR tat If~AtU~ LltCQQfilTlO~ Cr1U.SS~.9tC

CONFLICT SCC IC~ARKS or SEN. McGEE IN'UIA!.NGI PHH£R.
£ tit £. 14M Pit P,..t\.1J..t!.!\.,.

~J ITtI t.\·HHl ~.f SlSeS!],. g ~iOU'

rAA or 1961. stc.' 6olt. 15 STAT. 439 (1961), 22 U.S.C.
SEC. 2354, (Supp tIl, 1'9(2). " '.

SecTION tS04(A) RIADS "FUNDS MADE AVAILABLE UNDER 'H'8
ACt MAY BC U$£O FOR PROCURIMENT tUTSIOC THI UNITED
STAtes gHA.!. '1' tii& P,,«$UlitHT PUSB~LHQ THAT SUCH PROCURe­
M&NT,UI~L ug7 aesu.x IN A9VI.,; E,reCTS UPON. THe ECONOMY
OF THE UNITeD STATES••••" (£MP~ASI8 ADDeo). FAA o'1~',

. ~~~. ECJ'(A).,~ 5TI\1;1.39 (1%1). 22 'J.S.t. s£C.2354,(A)
(~uP~.III# 1~~).

SECT I ON 510 RCAOS "FUNDS M.O£ AVA' "A8Le •••NAY,OE, US.IO 'OR
PROCUREMENT or COMMOOItleS OUTSIDE tHE UNItED STAllS
UNLes. 'Nt PReSIDeNT PITeRN'"I! THAT SUCH PROCUREM(NT
WILL R£SU~' OU ADVERSE EFFICTS UPON TNt eCONOMY or THI
lI'!tT£D STATES ••• n MUTUAL SECURITY ACT 0' 1951.f. s.£c.,6~.
6fj STAT. 853 (19SlJ), 22 U.S.C. scc. 1162 (1~J9) •.

FAA 0. ' ... 1961. Gce. 211 <.") (6L••ov,SO. 75 STAT. 1117 (1961).
22 U.S.C. 2171 (Supp III. 1~2).

ijiAQ I Nag la£rtJr:t:.J.~£ip~1~a OUtlI1T::r.~,,:,r. 1"~~.Jfgup! ... ~q!4}4J T1.!1
0-'1 HR.irIUATJOU~. 0"111 OflG.. 8f Stas., fiT. ~ 112
t1901'O'L~O~

68. FAA,OF 1901. scc.604(B). 15 STAT. 1139. (1961), 22 U.S.C.
235..1 (suPP. " I, 1962'.

69. f~A o~. 1961t6SECa. 201'.8) (2), 75 ~~A!. 426 (1961)~
J~ U.~.C.21 1(D) (2) (SUPP.II', 1~2J.

70.
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FOOTNOTES

SECRCTAfty DILLON CST' "JATIS THAT ".-Itt Pit. CC D' "flnt:NT tAt"
O~l"~~N th~'~/eo' S1Al'£S .'\NO 'OlltlOU 000;)9 :.aouv at .\S UIOH

AS .aO 0/0. , t~.AS INgi. Ulr:til§,t.~F ~iu9S9li~..!al RV_.~tr.,n~
S:\")~lt~r'r~..A1!1!i~!.ft:s:U1.U. 0fTH tONG •• i!3 SEas., PT ••
2:;t) SUO}.· \i nlii"Ul SUDS 10, 'I, u.s,~••'!lOCtJQl;cCtl'I, tZQUI\Ll.!ZI)
2tj U to (Dlv. Bit. S":J'AT.S·f ICS, U...S. '.OCU'H:rA~t,·r e1)t.~.Hnl).
i':J!)\J~I UG THilT HHHltft U.S. pat Ct::.J3t.OClt!ZO U.S. PttOCUfliZl.tNT'
0,N" tllt ""MAIMING 75 0/0. THE MAXIMUM SUBSIDY "GULO "QUAL
•75 )C .20, o. 15 0/0. THt' ACTUAL SUBSIOY. SH·OU"Lr.»,0; "
GOOD Oit\t., LEGS, FOR 'T CANtHl'i BE ASSUMCD TNAT HtGii£IA
PR,ces ALONI at,,4lCK£O UNlteo STA1£S PAOCUft£M£NT IN 75"'/~
or ~URc:tAa!ts. .

FAl-\ or "11961 J GEC. 211(A)f. j5STA". 421 (1961). 22 lJ.3.C.
otc.2.(1. (suP,. I". 19~2).

s. :(:;:P. No 6'12,. 57TH CONe. ~ 1S1 Si:~s., '12-,4 (196a).

80.

;L-ttCN 13Y MR. 3ttV)tOUR PCYS!R AOMINIITIA10R" DeVELO'MENT
r n:ANct A:JO P;t I Va'\ TC :!:t':T"aprll st" otront THt N;\71 Oti;\£..
1~.USQCli\TtOI~ ,or fvit\fHJVACTURCRS. CnlCAGO. ftu<;qt$l' 12, 1~62"

Szc. ,.20 or TH'S CHAPT£R.

FAA or 1961. s.c. 601 (A). 75 SlAt, 438 (1961), 22 U.S.C.
St:¢. 2351 (A) (SuPP.' I I" 1962), at~\TCS THil .leooN'tao'» 0'
'c.O?~~~ZnOCf T:U: ROL!: ~7 r~t:t !rrTi~9~1$£, Ar:!) O~CLA11r::! 'tiE

PO\..C'1 Of' lHr. U.S. H TO f'OSTtR Pttl VAil I~'T IA<; I V~ AUD
(OMP~TtrIO~, 10 ENCOURAGE THE O~VELO'Mt~T A~D USE or
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FOOTNOTES

FINANCIAL IN8T.TUT'ONSSUCH AS eOOPCRA.T.V£S, CREDIT UN'ON8t
AND SAVINGS AND "OAM ASSOCIATIONS" eTC. SectiON 601 (e)(l)
O'leeTS THI 'RESIDeNT TO "ND. AND DRAV THC ATTtUTtON OF
PRIVATE CNTERPRISE TO. OPPORTUNITIES 'OR INVISTNCNT AND
OEVELOPMENT tN Lcsa-D£VCLOP£06'RI£NOLV COUNTRI£SAND
AREAS••• 't IN ADDITION, SEC, ·02(0).. WHICH eSTABLISHES
THE O"'CI 0' SMALL DUSINESS, PROVIDes OROAO AutHORITY
FOR NAKINO ,N'ORMATION AVAILA8L£ TO U.s. SUPPLIeRS
CONCIRNING 'ROPOSID PURCHASES 'ROM AID FUNDS (s£c.602(A)(1),
AND rOI MAKING INrORNAT'ON AVAILABLe TO 'OIlI'CN PROSPECTIVE
PURCHASERS CONCERNING U.s. SUPPLIES (SEC. 602(A)(2», AND
DROAD 'ROVISION '01 'ADOITIONAL SERVICES' TO SMAL~
BUSINESS RELATive TO THe FOICGO'NG (SIC. 602(A)(3».

A TN I N £ A"A R t
7TH ONG.. 0 ~C.I•• PT. IV. 'FOI DESCRIPTION

or iL:;"A-'~ _r~ODUCTlvt"V OROANIZATION. FOR A DESCRIPTION
OF THE COMP.EHeNSIVE PIONECIINO TeCHNICAL ASSISTANce
PROVloeD BY AID '01 NIGeR.ats 'a'VATC SECTOR, SEC USAlfNgl

.R . 2 . H U I MN £ AvrA'RS,
TM QNO., 1ST SISS., PT.III, 2 •

FAA 0' 19b1, 8£C. 221-224, 75 SfAl'. 429-432•. (1961), 22u.s.C. S£C8. 2181. 2162, 1872. 1933. a1S3. 218~ (SuPP."',
1962).

FAA or a,q61 t ICC. 221(A)., 75 StAT. 429 (1961), 22 U.S.C.
sec. 211(A} (SuPP.I'I, 1962).

C

86.

68. THIS .8 BASED ON 'H£ AS8UMPTIO·N THAT PR'VATe 'UNOS W'I.L
YIELD .'10"£1 ECONOUIC RETURNS AND W'LL DE A£PATRIATEO NORE
RAPIDLY tHAN U.S. GOVERNMENT FUNDS. AID', LOW 'NTlRCST
RATt (to TMC IXTENT THA' IT MAY DC USCG TO MeASURe
eCONONIC RETURNS) AND LONG MATURITies MAKe THESE ASSUMPTIONS
ReASONABLE.

SCE SKV. THE EDGE ACT r INANe IfG CORPORATION ASA DeVELOP­
~£NT LENDER (1959)("01018 PAPER ON "Ll IN HARVARD LAW
seuoo.L LtDRARY). (HeREINA'TER C.TEO,.A8SKV.) ANO !.INITIO,
STA . It A. AT N·.. AD 'f2 FED. RESERVE eUL.

ERCfNA'TCfI CITED AS 2 F'ID. RESERVE BUL.)

Eooe ACT COIlPOAATIONS AAloeOVCANEO OY FtoCIIALREI£AVE Act
SEC 25(A), ~1 STAT. 378-3~ (1919). AS AMENDeo. 12 u.s.c.
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91. R&G. ,<, SiCS.

92. ReG. K. acca.

93. ~t:n~ ,(, see.

9~. REG. K. sec.

~1eo. K, SIC. ~(,).

REG. l<, SCOC. 6(t) (VI).

RIG. x,' a~c. G(E) (tt.).

REG. K, SEes'. 2(0). a(t). 11 .' 6(a) .. 6(e), 6(0), .(.

105.

FOOTNOT£S

secs. 611-632 (1959) AND FEDeRAL ReSERvE BOARD RCGULATfON K,
AS AMINDED. 12 C.F.R. SICS. 211.1 • 211.11 (1959)
~HEA£'HA'fER' REO. K). SIE OISCUSSION IN SKY, IUPBA, NOT£
09 AT 17-22.

4,6(c l (1) '(.), 5..

4. 6(c) (2).

lO(A ).

a (c).

95. REC. K. scc. 'OeA).
9S•.

97.
98.
99.

100. Ree. K, SEC. 9(0).
101. !'lEG_ K. SIC., 1otA) (a).

102. ~~1_~~R~19~j.UNIT£OSTATES IN INT£RNATtONAL BANKI~

103. JJ!.., AT 405.
104. IN 1956, tWltRl V~.! "1iICCi EOGE ~CT CO.PO."T I ONI AND 'OUR

StATt: CORPotAf.ONe. LISTeo IN 1~2 rED.RESCRVE BUL. ,UERA
NOTe 89 AT 1267.
'NTC8VIEV VITH MR. JACK LIGHT, '118T NATIONAL BANK Dr
SeSTON, MARCR 12, t~63.

'06. Jg~Ot.

107• .l!!.12..

108. Sec ST~RN, 9,,'!T•.~ NOTe 18 A1 401 ro. WINTION or
DCNerttlAL £"aC1 ~~iOIT·'M'ORT SANK R.8K fAKING IN
THe D'STUIOCD POS' WORLOWAI It SHOAT-tlAM .NTERNATIONAL
rtnAHCINa MARICTS.

109. f'"."~j\ 0' 1961 C SCC. 221. (.A), 15 STAT. lJ29 (1961), 22 U.S.t.
atc. 21S1(AJ (SuP,."', 19tJ2).



FOOTNOTES

110. JJ!JJ!...

111.

112.

113·

114.

116.

118.

120.

121.

122.

.t~.t.9••

teA o~ ~961 ~ $£~. 221. (0. >. t1. ) (A),,~1'.5 STAT._ ~~.~q..,(19f51 ),
22 U.~,t.t. SEe. 218' (0) (1) (1\) (suPP.t •• , .7-'2).

f~Aa~ .'961t sce:I~2.21. (B... ) (~\) (~) 15 su.,. _. ~2.~) ('1961 )r~
22 U.u.C. SIC. 2.01 (a)(1)(8 (suP,."', 1902).

FAA.. or 196.. ' t sec. 221., (0)i,1. He) 15.STAT • 429, 22 U.S.C.
sec. 2161(UI(1)(C) (Su'P•• ~t, 19b2)

FAA 01" 19/51( etc. ~21 (1) (2l!75 SUT .. 430, 22 U.S.C.
SEC.. 2101(aJ(2j (SUPP.fll, 19v2)~

FM OF 1961 t. SIC. 221. CB... ) ,J5 STAT. 429 (1961). 22 U.S.C.
5t':e. 2161{eJ(Su,p."' 1 19ba).

~UHQ . HE .A \,~u ."It; Jr:£, i.r._tl'i!t.1:ioutL"'~jI·n'i!':TS.;'OtJ
AppaoPAIATfONS, ~ TH 0"0., -DD SISS., 'T~,. B1~.aB1 .('§b2).

REG. K, 3EC. 3(r) AtoUtRES U.S. efTII~N'~IP"OH EOG~ ACT
CORPORAl'ON SHAREHOLDeRS. EDGe AtT COMPO~A'f~N$ ARI
'~DtRAL~Y 'NCORPORATID.

fAA or 1961 ( ste. 221 (e) 15 STAT. 430, 22 u.s.c.
8~C. 2181(CI (SUPP.lil. 1962) 'S AMBIGUOUS AS TO'COVIRAGE
0' FUTURI _ARM'NOS, 'OR IT SPEAKS iN TIRMS 0' ACTUAL
tAAH,r'iGS ANt) P"O~tCTS. t-Iovtvca;fuc Lf\.t1.::JtiA:tt.gNA~

p NV ~ ~UA A V AND
~EO CLARf"CS THe STATUTe BY PIOVIOING

CONV£RT'O''''TY GUARANt,ES UP YO 200 % 0' TH£ EOU'TY
INVtstNINT (p.15).cXPRO'RI.,tOM OUAMANT'~8 0' YHi Oi'G'NA~
tQU.TV 'NveSTMeNY PLUS 'U1URE CARN.NCSVH'CH ARK £WPiCt£O
to BE RETAINCD AND CAN HE ESTABLISHED AS REAGONASLC
(P. 18). AND WAit I.GK GUAAANt.EI or UP TO 90 % OF THE
VALue or THe INveStOR's OWNERSHI' IN THE PHYS'CAL PROPERTY
(p~22) •.

FAA. 0' 1961( S&C. 221, (A).~7.'~ STAT. 429 (.961). 22 U.s.c.
SEC. 2161(A,' (SUPP•• il, 19b2J •

•NiERNATIONAL COOPE~T IONJ~DtwllNIST~T tON tNVl:::rrt.f~NT
GUArt'\NTY HANDBOOK 5-t> (Rev. £0. 1900).

MOIGA~ GUARANTY 'NYERUATIONAL BANKING COAPOAA1~OH, R2t~IV£O
A $200,000 EXPROPRfATION AND$200.000'N CONVERTIBILITY
GUARAUTY ON THE $100,000 COU'TV INVEST"'INT IN TH& BAN(,)UE
NATIONA~E POUR Lc DCV£LOPPEHEN~, A O~V£~OPMENT SANK



124.

125.

126.

127_

128.

fOOTNOTES

GPQNSOREO AND 50 % OWNED BY THE GOveRNMeNT or MOROCCO.
MOROAN'S INTERCST IN THE SANK IOUAL& 2.5 0/0 or THE
INVISTNENT. FICNCH_ ITALIAN AND BeLGIUM BANKS OWN
20 0/0. THE MOROCCONS ARC TRYING TO aCT GIRMAN, DUTCH,
AND SWEDISH PA.,.CIPATION. fecs 'OR THC ,tRST YEAR
TOTAL $1,375. ~:~~~~:f!= H.~, tip' ,aIEJB£ THI SS,ATI
~.MITTSS IN Aei'Bq'iiii,oui, ~~TI. ONG., 0 SC8S.,~1T
(1962).

FAA or 1961. 8£c.223 (A) (1). 12 STAT 431 (1961), 22
U.S.C. SEC. 2183 (Sup,•• II. 1902).

~~:::~Qi ~~ ~. ~72 ~§t9R' IHl-H9u8§ '9""11111 3AOMO!2iiAjji; -TM ~ONQ., liTsus•• PT,III, 9

HtOH COSTS or INVeSTIGATION AND NEGOTIATION, AND e"ORT8
EXPENDEO IN OBTAINING CLEARANce or STATUTORY HURDLES
WOULD 'NOICATe LONG 'IRN COMM.TMENT.

IN THE $54 MILLION ALL-.'8K GUARANtlE COYEIING RCYNO~DS
MeTAL COMPANY AND KAISER ALUMINUM AND eHCM'CAL
CORPORATtON IN THE VO~'A ALUMINUM COMPANY, LTO. PROJECT,
THE UNITED STATES AGREeO TO BUY THI 'NTEREST or THI
INVESTORS 'V A LOSS or ABOUT $5 Mt~LtON OCCURID FROM
GUARANTeED-AGAINst CAuses.

OLF PIOV,DIG A $500.000 ALL-RISK CUARANTEE TO THI BANK
0' MONROVIA (LISERtS), ON EOCE ACT SUBSIDIARY OF 'ME
FIAST NAT"HAL C,ty BANK. Is THe BANK or MONROVIA
EXTeNDID LOANS MICTtMG , •• e CIITI.,A eSTABLISHID IN tHE
GUARANTIE ACREtMlNT, THCSI LOANS VEAE PLAceo IN A
GtGRCeATED 'GUARANTEEO LOAN ACCOUNT'. DLr GUARANTECO
LOAN ACCOUNT' IN erreCT. THEReFORE, THE BANK 0'
MONROVIA VAS FULLY PROTECTeD AGAtNST LOSS or ;0 0/0
0' ALL ITS GLA LOANS.

THE SMA~~ ,ssue exeMPTION, RCGULATION A OF THI SeCURITIES
ACT or 1933 Ie NOT AVAILABLE TO IleU.,T.es 0' fOREIGN
ISSUERS OR PEASONS WITH A PRINC'PAL p~AeE or BUSINCSS IN
Ar'''E'ON COUNTRY. SEt REO At 17 C.F.R. 230. 252(A)(1)
(SuPP •• 1962) (Sy IMPLICATION}_

S£CU~'TI£S EXCHA.NGE ACT or 1934c SEC. 12(0), 46 S'AT.892
(193ij) 15 U.S.C. scc. 78L (19591 (FOAM 20).

SEE LOSS. SECURITIES REGUlATION 366-369 (20 ED. 1961).
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131.

'34.
135.
136.

D'STRJOUT'ONS or SECUR,T'ES 0' ~EW FIAMS HAVE HET WITH
SOME ~EASURC OF success IvEN 'N UNO£AO£VELOPEO COUNTRIEI
LACK'NG seCURITIES MARKeTS. Tuo EXAMPLES ARt THE OVER­
$UBSCR,PTION or LAMCO MINtNG STOCK aN LIBERIA, AND
C~t·1Ct~T SHARES IU NIGERIA, ANO ISEC AND DEt-TECtS ErrORTS
IN LAT'" A~£R'CA.

NOTE THAT , HEV PAOVISION IN THE FAA or 1962 RCOUtRCa
THE PRESIDENT TO TAK£ 'NTO 'ONS.GEIATION. eN NAKING
LOANS UNDER THE A~L'ANC£ VOl PROCRess, "THE mrrORTS MADE
av RCtIP'tNT NAltONS TO nt'ATIIATE CAPITAL INVESTED IN
OTHER COUNTRIes OYTH£.I OWN CIT.ZINS. FAA or 1962
SEC.• 25'. (a1,..9 C.• URA£.t~T Puo.. ae LAWG AND AOMIN. STnAT' VC
MATeRIA~ 2~. OCToseR 1962. ,
rAA Otl9Ql t 8£c.221(s). 16 Sut. 26; (1962). 22 U.S.c..
sec. 2181(O} (SuPP.I •• , 1902).

lJU.B..

S££ NOT£ 132 9uPBe.

FAI' or1Cl6.'t s£.c. 601(A). '1; STAT. 438 (1961 ),22U.S..C.
sec. 235ftA} (SuPP."., 1962).
fAA Or ,qD1, sec. 601$ 15 STAT. 436 (1961). 22 U.S.C.
SEC. 2351 (suP,."" 1962).

t.AA ov 19b1t sec. 221('.),_15 STAT. 429 (1961). 22 U.S.C.
3EC. 21Bl(AJ (suPP."', 1~2).

TO
eXPRESSEO

140. DISCUSSED 'HERA AT '.33.
Ili1. IN THE £NT.R£ H'STORV or THE GUARANTY PROORAM. THeae

nASOECN AN E8TA9LISHID LOSS OF $1,623. AND !u50,OOO
HAS eeCN PAID BUT HAY 8E RECOVERED. NEARLY .9.5
IN PREMIUM ,ces hAVI OECN COLLECTeD.
A ~ MM TN

1TH CONO_, 20 S£8S.,



143­
144.
145.

146.

FOOTNOTES

5:,£1; STERN THE. UNITEO S1All::S IN ,NTERN;o\TIONAL i3AN1(IOO,
415-419 (1951). 'OR COMMINlS ON BENEt.tIAL £"eC1& or THE
EXPORT-IMPORt BACiK'. GUARANtY OPtRATIONSI sEt G£NERALLV.
SH'Tr4~N. THE. UNITED STATES 1~"£SlME~ GUARANTY PROORAM
AND PR IVATE ,ORt IGN INVEST:I£NT• ..6-0.. (1939).

Sec ceNERALLY, SI<.Y, O!.£,C I":., .I'lela. N01'E 85_ AT 37.41.•
DI~, .ilM. ~t!I t~IfLSJl 1 (Cun,,;:wc\· or REPAYMENT CQtUf.n4) ..

ROUGH~Y V'VE-SIKTH8 0' _at ~OCAL eU~REw~.£a ~Ce£fV~p Uf
DLr AO AEPAYHlN1G VOR tTl LOANS ~tNA'N UNUSED. ij~JLl~

t", ac' i4 ., ~ l,,,4. Tf'fE_aa..A~~eAQ!'!!AT 'i!!l,
~1ia t~NG., ~O seas., '1. 3~ 3 02 •

NOTe THAT ICA'a .NTIRI8T RATI WAa 3 % WHlite OOLLARS
VERI RiPAID AND 4 0/0 WHiN LOCAL CURRiNCY ~A3 1"£ NEDiUM
0' a;~A.Y~ll~l.. ' •.. s.£ .UIi;IUH!1i..JlWlS§ .1a,£ ili.U.i!il..~IUlttT"tl~
QU.f98C'9N ~W"FAtai, 00lU CONO•• ~Q :J.ss•• "faZ, :-3 t l.,vO).

Ttl£ I aTtRE31 RATe \.IN teu DtVE ..OPWCNl SANKO ARC"i~"'1 "ltCO .
TO CNARQ£ ON SUO-LGAW3 U1'LI:'~G AID rUNGS IS LIHIT£D BY
THE AIO·otVCLOPM£NT SANK LOAN AOR£CM.WT. TVPlCALLV. THIS
'"T£RC~' RAve IS QUITe "OO~ST IN ~CLAtIOW TO pn,vAfLIUG
LOCAL RATtS. DeveLOPMENT SAN"a MAY otS'RC TO NCGOTIATE
LIFtiNG THI ,NTCIEST RATt RESTalCTION BUT TN! AID
AOMINISTRAtORS SEEM BOUMO BV Gce. ~Oltu) 75 SrAT. 425
(19$2), 22 U.S.C. occ. 2161(O~ (SuPP.I.I, 19(2), WHIG"
PROH'O'''$ Rtt.t:NO'UQ AT RAT£~ . "'Qutll 1nAl~ fH' i~PPLI'Au"l

LeGAL RA1't or .tn'&n£sr or Tue COU:.TRY .r. "Hleu l"iISt.OAN
IS HADC." FOQ ~ANV COUNTRIES, t"~R£ as NO APPL'CAD~t
~tQA~ INT£RtST RATe rOR N£OIUU AND L~wO iEAM OCV;~O'~CNT

LENDING. T"C~C ARC MONey LINDER'S vEa, H ~ RATES
(orTEN UP TO 40 0/0) AND COUW&RC'AL SANK LOW RATIO loa
SHOCT TERM ~titNt CORROWERS. p~ 10 HAS APPAQeNtLY tNTtaPIICTEO
'rat SEC. 201 (D) "LCCAL tU~T£!f TO $,iE:AN aOt-'ITH I ~H; ,1\ ['>'RQj& I MAT t ~11
THE PRf:VAlt.tUG CQt.t.'CRCIAL SANK RATE. fOR CONQR!Sa'ONAL
THINKING ON. Rtt..CNO'NC RATES. SIC t!IAI!'t"U.!Ut*H~t~r"!:.....t3..115.
. O(t£:.Stll .M ~q~EAgg,B'A.T...L9lLq.O"'j'1U <:'ONO.,
o S.·tS~ •• 100-109' -02),.AAUUDi ~Si~~I~ ON;U·B~ Q~13 'i'Q!~
t '" ~'M!'" • pea ,-_. ~ ; 8lf'u CONO., . 3T

S£ss., ~ 0-27 19b

AVEctAGC PAV~'EN" 'ta $10,000 or GUARANTEes UAVE ~QUALLtD
Ot,t-V $10; PRENI UN . ,t,CQlnt UAI OICH t"OA£ lUAH

4
FOU,1'CZII

TltaeSCLAIM PAYMENTS. t.l!j~t.!Jjil. a.tLelA~JOT£ 1 1. St«
A •. H.. --:fa TN U ~u -yo on

~ft~J. ~u /,rrrJlUh' ..H (;01-1<•• , lilT iJl:OS_, "1. II a, qlJ
t1",l). •



FOOTNOTES

6AITISM, FRENCH_ AND GERMAN GOVCRNMENT DevELOPMeNT LENDING
INVOLVE DIReCT COUITY PARTICIPATION BV THe COVERNMENT IN
CONTRAST TO Alots R£'USAL TO UNDERTAKE IQUITV'S AISKS.
SEC GENERALLV. FRIE~NN, ~£THODS WNO POLICIES Or PRINCIPAL
DONOR COUNTRIES IN PUBLIC INT£RNATIONAb DEVELOPMENT .
riNANtltG, A PRELIMINARY APPRAISAL (1962). PP. 14-16.

tl1AB1USigalr:aBl a SY.,C9Ntt.!TII IV THE "Iyge ',U;1NJ.1tlt,gijj\u.jgpjiiiiii.,; tr," CONO., 20 scss., PT. 3, ]11
(1902J. sec ALSO N ~ , TN Q N

'-"';~"""+~~mlriHHi+iiia...llo""".-w..l"""-:"'S' THONe. , 8T 51as. ,

157.

160.

SEC aCNeRALLY, ASHER, GRANTS,. LOANS.. AND LOCAL CURRENCIES.
THEIR ROLE IN tOR£IGN AID (19b1) -,

tORCtON ECO~OM~C AS8'8TA~C£ ACT OF 1948, SECS. 111(c)
AND 115(B)~) 02 STAT. 1Q5, 151 (19~6). A$ AMENDED.

MUTU~" SeCURITY ACT or 1954. sec_.. 142(11), 6S. STAT. 840
(195q). AS AMENDEO, 22 U.S.C. S£C. 1652(81 (1959).

AGRtCU~TURAL TR~O~ DeveLOPMENT AND ASS'STANCE ACT or
1954. 66 STAT. "5'1 (19511). AS AMCNOED, 7. u.s.c.
SEC. 1691 (1959). HEREINA'TER CITED AS P·.L. 480). A
SMALLER AMOUNT 0' LOCAL CURRINCIES WCRI ctNERAT~O BY SALES
"NO G~ANT8 UNOIII THI MUTUAL SECUftlTVACT 0' '95't, sec.
~02. 68 STAT. aq3 (195~), AS AMENDED, 22 U.S.C. SEC. 1922
(1959).

P.L. 480, SEC. 101, 66 STAT. 455 (1954), 7 U.S.C. SEC.
1691 (1959).

P.l. 480, SIC. 201, IS STAT. 457 (1954), 7 U.S.c. SEC.
1721 (1959).



FOOTNOTES

161. tOR AN ACCOUNT'HOOFLOCAL CURRENCIES, SEC STATISTICS
AND REPORTS DIVISION. AID. COUNTERPART FUNDS AND FOREIGN
CURRENCY ACCOUNTS. (SCPT. 30, 1962).

162.

163­
164.
165~

166.
167_

166.

169.

17°.

JA~. AT 163°, 1631. :

..U!.. , AT 1631.

J!t., AT 1642, ART. ••• iiC. 1 (A) •

..l1l. t AT 1642"ART. II, SEt. 1 (C).

..IJl.. , At 16112, "ttT. II. SEC. 1(8) •

19~, Ai 16421 Ant. II. SEes. 1(0) ANO 1(c).

'0 •• AT 1641. ART. I, see. 2.

ACCOUNTIN) DIV',saON 1 ILBf OFF"CE or TUE: COm-ROLLER,
~ I~,~~)~T ON COUNTRY LOANS AS OF' ~1ARCH 31. 1962.

WiA!l1lli ~U08£ A SUgCgMMI.IJ.U-.AF t!!~MMIUElIN
8-~JilWs.!I.l. 6(T"'ONO., 20 StsS",.f PT. j;-~397, llG;J-~"',

t,CCOUNT ING. 0 IV IS ION / ILB. 91'. i p:. ftS6R,A. "ott no AT 6.
(CoOLey LOANS DIVIDED BY TOTAL P.L.· . LOANS.)

HI A81NG,. IUP" NOTE '7', 395~397, 399. (TESTIMONY or
MR, W'L~tAN s. GOUD, ASSISTANT AONINISTRATOR,BuRIAU
FOR NEAR EAST Awa SoutH ASI., AID; MR. E~WARO F.
~'·£inIAN1, /~CVftJG CON1MOC.;'CR, AIDS MA. Letou ~,. M:L.:.et~t

L~G,aLA'tV£ PaOCRAue COOROINATOR, AID).

Di~t aK, SiA!!~I'C', Ap~;NPtK at. PA~T 2.(COMPAA!
LOCAL CURRENCY LOANS VITH DOL1AR LOANS}

P.L. 1100. SEC. 2, 6:3 STAT. '''st~ (1954). 7 u.s.c. S&Cv
1691 (19~i'9).

P.L. 400., ac..~ •. lo4(A), 60 SlAV. 456 (195'-1), '7 U.s.c.
s~c. 1704 (1959). .
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186.
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FOOTNOTES

.we-.
P.L. 460,- SEC. 104(0), 66 STAT. 456 (1954), 7 u..s.c.
$tc.~)(19S9). '

P.L. 4BQI. 91(._104(0) 66 STAT. 4;6 (195"'), 7 u.s.c.
SIC. 17(1tI(o) (1959). ,

P.L. ~821. SIC. \O.~, 68 STAT. 450-457 (1954), 7 U.S.C.
SEC. 17lJlot (1959/*'· ..

l!l!,R,J.!'!!,IUP!!A,. NOTE 162, A' '1642. AftT. i •• SEC. 1 CAl.
f\t:oPAGtt:TLV $-{-3 OiL.. 'OH '" [VRO()!AUC:URi\UNC SiS \S1 t.\, ut .
ACCRUING TO THE UNITEO StATES TReASURY OyeR THe NEIT
4 VIARS••, IS NOT CLtAR WHAT RCSTRfCTSCHI ~XIS':OU USE
t'r T~f!~t ,rutu)s. Sltt liJJR ~·St: OR~ u Suo (sV.llf.T.1.':.J or THE:
tj2UJlt=~.c~.;~w..!tt".s.". gH Aer,ltqU.LU,UlHflJ, U nl OWG.,h.f SESa••
PT...., 012'961l.· " . ,

91t OENERALLY, DC VRltS AND KtIS.NG, IH§.U,£ 9' §tLA't.A~

~!iB!f:"',rp:...~.·Jl.sa..~s 'Eirtsarf~e-e .'!J,n, ,It!' 89 CPliHTft is!,) ,~~ bTAF'r PA.t't.RS t f . : J '''v'~7) .. ' .. '

~. ,La ~8PI'$'.C.* 1£~l~). 10'4!c). Go STAt. 1>56.4S'7 ('i9S4), 7 u.
w.t. 1JQq\u). t7v~tu), (19,9). '

r~.·~... OF 1961~St. cs 102 (PARAS 4.· AND 5) AN.D.. 75 STA~.
4~·ij25 .(1gbl). 22 U.StC~ 9CC! 215 (SUPP. til 1902);
stet 601 (1\) • .15 STJ~T. q;t) (19'"v1), 22 U.S.C. SIC. 2351(A)
(SUPPa III 1~~).

SeVEN AID are,PIENTS WAvt ReCENTLY ICFuStD TO ~ET THE
UNITED STATE! SELL A $UALL PAWT or "$ MOLOINGS or LOCAL
eURR£NCY TO AMERICAN TOURISTS FOR DOLLARS. N.Y.TtMES.
p.1, eOL.7, JULY 13. 1962.

ttJ:.!SltJQL gUP!!A NOTt 183 AT 660-661.

rl\.A or 1961. SEC. 211, 7'5 STAT 1f27 (196,). 2.2 U.S.C.
sec. 2111 (Suppl ••• 1962).

SEt: QENCRA&.LV RALPH I. STRAUS. E)(PANDI~ PRIVATE INVESTMENT
F"ORrRE:E \'!ORLD ECON<»llC ORO-vr.., 15 (1 ~'S9 )" ANO OFt:' ICE, OF .
r4f\NAGEMEttr PLANNltG. l.e.A•• STAFr STUDY, AN ANALYSIS OF
ttA RESPONSIBILITIES AND ACTIVITIES FOR,THE STIMULATION
Or PRIVATE ENTERPRISE iii f 65 (195Uj.
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FOOTNOTES

n~~t.H~S, iUP8~ NOTt 163 AT 662-689_
.~ THE CONTRA" a&T~C£N AN A~:RtCAN £CONou=e CO~OULT&NO
VHt,·, ,'UD vue Utt, .. co S1ATi::$ rCR GCtltVSCi$ 'W touNte~"IOU UITU
i~vt,r~~~f PAOHOTAON AND tHC LtaeatAU D~VCLOPMEut tQRPOR­
Ar'O". 7HI AvtRAG~ eaST ron 9ALAav, TUAusrcnrAfSON, ETC.
PCR CONGU~tAN' "AM Nt~2t~ WAS ovtB ~O,OOO pta ytAR.
(p IC/'rGl!9 l~ L ... 92 ... t\A - 3 ... 2(;076. JUL\- 1952) ~ ia I S
riGUR£. IU tJot AV"'l'ltAL; oct F.1.. PilltU•.H1'l;,,,{US Of" I'JfH),~Ti.Jf.\~

GROWTH PRO.JCCTS IN TU,:PRfVAl't ~lfr~ft'I'SI' S~C10R_ ltr~,·c.\
f~2Q'QU. MAY 25. 1952.. (:-n :.tI:OQRAr'U':~)t

J'Sti,G:ftt GR;~Nr~), LOANS, AND LOCl\L CUR~~~NC IES 1Q3~1 eli
(1951 J*
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NOTE:

ApPENDIX I, DEVELOPMENT BANK STATISTICS, IS NOT INCLUDED

HERE. THE STATISTICS REFERRED TO ARE CONTAINED IN A

MIMEOGRAPHED TABLE OF STATISTICS PREPARED BY THE

OFFICE OF OFFICE OF DEVELOPMENT FINANCE AND PRIVATE

ENTERPRISE AND WAS DATED JUNE 30, 1962.

ApPENDIX 1II, DEVELOPMENT BANK QUESTIONNAIRE WAS NOT

AVAILABLE AT THE MOMENT AND HAS NOT BEEN INCLUDED

HERE.
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