EFRODED AT THE RATIORAL AR CHIVES

SECURITIES AND EXCHANGE COMMISSION
WASHINGTON

ey B, 1946

Coma L DENPFAE

Honorable Ganson Purcell

Chairren

Securities and Exchsnpe Commissich
18+h and Locust Streests
Fhiledelphia 3, Fa,

lesr GE-Enn:

I en enclesing herewiih a copy ot =& draft of "INITED STATES
MEEIG IFVESTWENT POLICY." This statement is in twe mein parts--
1. Governrent Losne aod Investments2, and II. Private Loana aod
Investments. This poliey atetement ls the reeult of Dumerous tieet-
inpge end prepsratory work of the Fareign Inveetment Poliecy Cosmittees.

It is proposed to foerward this statement to the Executive
Gommittea on Economic FMoreign Policy, which may recommend tne pub-
liceticn of the atateswent as this Covernmentts ofticial poliey. Tha
trasamnittel of the document to the FGEFP, however, will oot take
plage until the agercies represented on the Foreign Investment
Foliey Committes heve bhad en cpportunity to comment uwvon the state-
ment. I skould arvprecietie heving any commecte wiich you mizht wish
to trensmit to the Committes.

Sincerely yours,

Welter C. Louchheim, Jr.
bdviger on Foreign Investmente

Englasure
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EFAOUCED AT THE HATIDHAL ARCHNES

BELETT FIP D23z
(Yorking Paper)
Bay 3, 1946

UHITED STATZE ROREIGH INVESTHENT POLICY

Tre United Btates Government Gelieves s properly con— |

ceivad program of forelgn fnvestzent o be of sunsiantial

7

benefit to the United States mnﬂ'the world generally, Sno
aencfits of queh a prograv have to 4o gapcelzlily with whe -
zxpenslen of nreduction and trade;, wiliik facllitatine the
zgintenance of mrosperity ond encloymenit, wWith raising
siandardés of living, anc with the oromciion of ceneral
sceurlty, Tnis sounsry's deelre o Bes esiablishizd a world
Treding gyaten an n Ilheral, wul%ilatvernl, ané non-discrin-

inatory bazls connot enslly be schkiceved 17 American eppltal

=

§ not avallanle o Toreign countrics in adoguats ancunts
and for cceonomleally doslrable DUTpoeEgs,

The United 8%at.e foreign irveetmons pollicy, which ie
77 Intesgral wert of Lto internaticonsl econcomic policy, L
sunsorted by measures %o reduce barrizsrs of avery kind to
internetional trade and to gliminst: all Torme of discrin-
iﬁatcfy restrictisng thorgon, Sapricrs 5o the flow of trage
lisdt the pcapacliy o gervics investmenita and InTericre wilih

the oeneflte from investoonta,

I, fGovernr.oznt
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1. Gogrvernment Loane ang Lnveatmnents,

1. GCpepaesion for Government Lending,

The policy of the Urited Stated is Yo enrage in
foreign lending when tris apuears desirable, sunolessniary
%0 private investment, in view of the fact thok fg) nrivato
loans and Anvostments have been of lislted amount, (b} somo
vndertakines are on sc large 4 scale or requlrse sueh speclal
terms and condliisns pecausc of the publie intercst involwad
that vrivate canisal is not avallable, ond {z]
froom farclon inveatment can be adegquately renllzed only as
n rgauli of a considered over-all vrogran of conital export
rgiaved te demestic productlve capacivies, supnlics,
sovings, forelgn nesds enad molllivies o Bervicullnvaﬂtments,
and to the general s:ﬁte of flnunelal, cconomie, and poli-
ticel conditions throuchout the world; government lendlng
noy he nuccasar& to effeel such & prograf.

It is the policy of tho Uniicd Sintes CGovornment nob
%2 gompote wilsh nrivate lending when private funde are

Eros, nor e accept risks whieh

ct

available on reesonnbls
private capltal is abls and wililing <o beﬁr. e Undoed
States underiakess o obtain rRaximus oprivaete carticipailon
iq fow ov outstanding Tornign lopns offected by the govarnment.

2, hRelaticong
"
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e« PBoclptlone witsh the Intornational Zank snd Lending

Arencies of other Goveornooents.

The International Benk is rogrrded by tWe United Stafes
ag the prineipel agency to make foreign loans for ridohe
atructiorn and develommont whlchlpTIVate eapltal cannet
furnish on reasonable terme, t providce a means by waloh
tha risks ag well as the Lencfitg from Internotiongl lending
will ke shrered by a1l of its meoubzrs, 1% is the polilcy of

United States o zeoperate with tho Iaternptional 3any
and lending irnstitutiens of other Govornmenta,

3. Loang for Develooment.

it 1s thie polloy of %the Vnlted States in ite Torelgn
~onding te eneourpgge and facllitate She developzment of

inGustry, ninlng, agriculture, and other sctivities on which

The gconecmic cdvancoacnt of forelgn countries dcpends, pro-

vidacd 1t gopeoars that thne urderiskings involvad are ndaptoed

to local canditions and can survive witheus undide oeroanend

4, Tete of Tlow of Investacnt, )
It is tho peliey of the Unlted Stntes te orosmete in

conlaretion witk other gévernmanta and internntional arcncios

such rates of Ilow of forelgn lnvestnent as will 2aintalin

coono igelly nourospriate roses of developmens of the wvarious
horrowling
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borrowing countrles, The flow of Toreigh investnent oy

po s tained, or variod within suitable limlts, with n viow
Cto sitizatving rether thon reinforcing cconomic Tluctuatione
it trne United States and othor countries. It 1e rot,
nowover, the policy of ihis Governmuoni So ircat Tovcign
invaostnent as a substitnte for nesgures to malntolin nde-
ﬁuﬂte dosmazstle markola,

3. L=or Standards

"t 1e tie polley @f the United 3tates that forelgn
loerng for development snnall promcte the observence by the
borrower of Tsir labor etsndards, such ss etandardes re—
laiing to weges, nours, working coséiil.rs, and living
ecnditlons end welfare of WOrkers,

£, Use of Progce:da of Losna, ’

{Wote: In view of the fret thst Eximbenk loen con-
traecle now requlro Thei e procecds of tho losn te epent
tn the Unlted Sta%es, the “icet alternstive below is oro-
gcnted So that the atatcament moy conform to current prfetice.
The Comalttees is of the oplnion, however, thet loen con-
:rsele should meke no specific reference o wiere the money
shoald 2e spent, esoeeially since the morey must in any
cvEnt b Eﬁrn; in the United Bistre. wlth s few cxceptions,
The present preetlcee ieg critliclzed in forelgn ccunirieos es

being

R— o e ey
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bring incoasistent with this countryle efforts toweré nen-—
discricinetory multilat: rol tr=de, The Gomml:tne.hps h=qd
the meiter under corelderstion Tor some $ime with the inten~
tion of oresenting = report therceon, Inssmuch ee the aresent
palicy atetement must neoerssarily inciwde the suibjeectT, TAe
Committee recammends thet 1t bEe sugresied o the Exilabenk
that future losn contr=cts not ewseifieslly recuire expendi-
turs of the orocecds of lesns in the United Stetes, It is
orlieved thet odission of the formel reguiremrnt would not
alter materi=lly aves'nt procedure, If such references sre
omitted from laar contrscts tho Cosmmlitee would recommand
that slternstive Two o¢ usid, ) |
Alicrnotive 1:.

Losng by *the lnited Sietes Government have verled In
regerd to the sreoss in which thry ¢=n be gpent. Losns meade
thraugh the Txpori-Import Zsnk have primerily bevn to finente
the barrower's dirqct wurerzess of Americen goode. In cther
crgeE » Brosder puarposs hes Lo n served =nd funds n=ve ceon
sumaliicd for use snywherco in the werld: thF orepos-d Zritlsk
losn ie of this ¢harsctor, The proc.: ds of loarng mede DY
tie Int rrstiensl Benk fo» Resonstracition snd Developmend

with Acllars reiced i one dnited Stetee oF rke i 7111 in

iy

gvery osse be availisble Tor expandifuare in sny couniry =ith-

et

pat restriction; She bovpowirs will thus reisc funds where

[

ceoplts

e mm =
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cepit=l 1s mogl =bundrni Fad ”ill.br free to nurchpeé ﬁﬂtpf—
irls end coulnment wherever they csn most sdventrgeously br
stained, Most of th: proeeods of unrestricted losns ere
certain to Lo epent in the United Stetes, rFither by ihe
borrover directly or by n#tinnéls or Lhe semc or rosther
country teo whom the doilers heve Leon trensTerred, The
princianri gxcepilon, winen the proceeds sre sdded To Torelgn
reserves in the form of dollars or zdd, 1s likewise ' to the
sdveniege of the United Ststes. sSincg 1T =gsielts in
buildlné up ~ st=tls syé:rm af intrrartionsl rXchenee retes
~and ~ brosder tesis for multiletersl trede,
Blternetive 2:

Lorng by the Unitod Stetes Govirnment io forelon bor—
rowers sreoordinerily e Finencc the ourehrse of United
Stet:ss Foocds snd serviczes, LT 15 not the Zesire of this
Foevrraoment, howpvir, by means of Goverament crrdiis to glve

Amrcricen oxporlers sn snfsir sdverntego gver Lhoip foreign

coiccTitors gr to divert tredc fTom chennels in whlch 1t

mould flew in reepones io free end zeual choice, Tt isg

the policy aof the United Stistes, Shrrefore, thet Lhc pro-
s forelghers _

cerds of loang/madec by ihe Oovernment shsll ordinerily not

ce rosiricted fo oxpenditure in the United Stetis by the

imm:distg Dorpewsir, Dollsrs losned to for ighere oro, of

coaves, with few sxerptlons uszd ultinrloly 30 purcassc

A rican

[ "
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fnericun goods, whathzr 50 spont diraetly br the horrowcr
ar paid by him te nationszls of another counlry.

7 FO“’IFH Competiticn with Luerican Iinterprisss,

it iz the pelicy of the Uritsd Giates that Gﬂverniant
lendices s5hall nol foster onfalir comgpetition with existing
fmerican enterprises. Snierpriscs, howsvar, can nch
crdinzrily bz devaloped or expalded without incereasins to
gome axtent the compegtion for exXisting enterprises,
whath r thae new enterpriscs are finencead by private or
Covernmenzal agencics,

[

Tt is also the wpoliey of thiz Covernment Lo permil 2x-
ports of mackinery, enquipmant arnd sll trpss of capital poods
to take ploes Trealy altheugh temserary scarcitics resulting
from the war mey in some Iastances delay such eXports,.  Iheuns
Tﬁlaﬂﬂﬂ Lo the praductlion of zrxanenhs and puniticns wav,

howsver, B2 subject to spueial control,

£, Loan3 to Siate Entervrisss and Countriss with

Faticnonlization Proprams,

Tha nationallzatlmn oi industry is regarded by the
dnited States oz a mattoer of domestic conggérn Dor cGoill DOI-
cign country. Loans of ths United States Goveruamsnt ore
iTic dévelcpmcntal oroErand and For the puzrchags of
goods and serviees; thoy are not to fimmnee the transfer
of erisilng prepsrtics, Iv is, iherefors, the policy of this
Qovernmeant ngt bto refuze to oxtend c?:diis To ofountlies on
S

the zround that they are conducting state gntoerprises or ars
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pursuing netionslization pragrems, The trestment rccorded
Auericen property owners by sdch couniries is, however,
Laken inlo conglderstion.

©. Loesne on HRegeyment Besig.

[
El

Foreign los=ns By the United Stetes GO'-.'-E‘I'I.':!‘;:IE]":E, Lhough
not motiveted by profit 1In the ususl sense, rre d@sde with
the expectstion =nd anderstending of eventusl full repsy-—
ment, However, the Government for nstlensl policy ressons
mry on occesliaon undertsKe speclel rigke.

12, Loens Bether Then Eouitics,

It Is the policy of the United Stotes ordinerily to
aveicd dlrect coulty prrlicip=tion in entervriscs =brosd,
1li, Interest Hetes.

It 1s the policy of the United Stetes thet interest

is

rsteg on its foreiesn lo=ns shell be »g low wmg/oansistent with
this Government's dzeire 1o =void competing with poseible |
rrivete lenders willing to lend 6n i Asonsble termg  =nd
with The coel of money to the United States Government,
mneludlng expensces =nd ;ESEFvHE connectad with :he'lopﬁ.
In exceptieonsl cesrs the purposs of the lo=n mey occepsion a
crpariure from these Lerms,
12, Amcrtizetlon.

It 1s the policy of the United 3tetes thel retes af
amnrTin .

stign o1 17¢ fgrelmn lo-ne he dafarminaed in tha lieht

9f progpeclive
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of prospective economic conditions =nd be reierted to sprcific

grtustions connected with the loen,

13, Lgang 3o Defaulting Borrgwers.

The United S8trtes trkes into eonsideretion the debt
record of the Dorrower, alihough Lt does not necesserily meke
pryuent of service on outst-nding doll-r obligsatlons - con-

dition lfor the sxtension of credif,

S2AFETAV TVRIUYH 3 [Y QIR T



11, PRIVAYE LOANE AMD INVESTHENTS

1. FPreference for Privats Investment.

Itlis shie policy of the United States to logk to pri-
vate lovesitment In so far as possible tulprﬂvida such out—
flew of canittal ee 1s in the interects of the United Siates
and gthar countrler and not Lo engage ln Governmant lending
riien ﬁrivate funds are avallabla on feasmnnblé LErme,

2. intocrnatipnnl Ccoperption to Frellitate Investmente.

1t ig The polley of thae United States %o coopainie
wiin ferelgn governments and interneilonal agengles in
densurce to feeilltnie the flow of nrivate invesiment, aueh

a% LENBLTIE Lo nasurc just

)

nd gguitotls fTrastment, Lo
climinate exzhoange and other restrictlone that hamoer Sae
crowenl o trade and invesiment, Lo oromolc exchongo stabplllty,
g0t to cetablish investzent prrocotices and cprocedures conduglive

Lo heos thvy privase lnvoestmont.

. Governmant Asgistenco to Trivate Inveetiment,
It is the policy of tha United Biatcs Lo chocoursge
and asaiat the lnvestoent of »rivaic cnpnliisl abroad for the

2eonchls advancemn.nt asd the dovelaouent of the resourcrs

of Torcign couniries, including thce develoomeont of indusiry,
nimg, nné agriculiurs, orovlded 15 apmeara that the
Lafoyiaringe sro adapted te loeal conditions and can SulVIOR

lEnout
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ihlout undue caraan2nt governoent nld  sand iint the invest—

ront 18 not lncensisiont with the ferelgn policey of th

i

United Statce.

4, Undgslrablce Types of Invegtaent.

Inveetaente should not be nccolpanied by terus and

condlitlong or bo Yor purvoscd thot are likely sooncr or

-
1

Later to be the subleet of vublie reszntzont in alther
ccunﬁry or Lo be sikerwisc detrimentel to goed —clatlona bo-
wooen the United Statse and the forsign country. Accordlngly
invositrents ehouid not be ascompanicd by arronsotents where-
oy vha investor recelves from the forelgn governmons ascclial
mrivileges, such A8 TaX or cusion f;vnrs,except nerhapsa

for an initial short perlod of time, or cxeluelve concoassions
unlgss such cenccsslons are cssentisl by the nature of %he
undertnakins and fre in she public intorest of the foreign
cotntry or of the Tnited Ststeos, vaesfuenzs ahould not
forther the activitica of private mongnollies and carcels,

5. volnt Forcipgn and Ancrican Inveaticert.

Investnonts in cntorprlscs in Forcign counirics shodld
crdinarily atsenpt o mrovide opportunity for the partl-
tpastion of national canital and naragoecent,  Sueh parti-
clpetlion 12 estepinily deslrable when lognl roeourcds are
in bz doveloped or seorvicee are to boe orovided 1oscnlly. &%

ig lraa
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is less inportant whon thoe enternrise 1s dirceotly reizted

oo the aarkeling of o United States preduet.  Partleinnatlon
rith national capltal, public or orilvate, is undeslrable wherd
pﬁumnted by the obtaininz of monopoly or special privileze.

Ge  Toroien Dimitoticng an Investiont,

Lizitntlons by Torelgn governnicnss uwpon ihe partl-
cipavion of coplinl froo ofthor couhirios in their entor-
oprlsss paRd upan the ooount or nropsrtion of ouislde conoltal
T e eznloyoed in such entorpriscs are regarded by tho
United Btntes ns likely to deter investment and ceocnoiic
doevelepnent, The Unitod Statas belicves that nll govern-
Ternte shoula frelllitate Thio free investrent aff foreiphs
capltal gilving oqual treantocn: to notlonel nnd foreign
sapital, cxeept when ke iavestriznt of the latier would
ca zontrary to she fundauontal prineciples of publlc intorest,
Te thla znd the United Statos doesires to gee dovoloped inte
povernacnicl agroonents - and arrangenents Lo oassurg none
“1ucricinﬂtmfy crectizent of forelgn lovesatnonis,

e Cotponsagion fo drierienn Froperty Cwncora,

When foreign jovornionts tako posscesicon properulos

af Axericon natlcnals in connection with proprsanse o

=
[

ratlonelicatlon or for other oo waong, adeguate and of

in

CTive
coraanentlon shiruld be onde te the sEners withouts unlus &alny.

8. Erohcoti:mn
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. Protection fo Augrican Property Owneres.

Ween Acerican investors booone engnpged in dlsanrec-
Lent with a forelgn government or natlonal  and are unable
to seeure adequate consideration shrough crdinary cnannils,
the United States Govornoent may, when the chiroumasances
warrznt, make represontations in bohalf of the A-orican
Invesoor,

9, Adjlustment of Defaults,

Hegotintlons to edjuet defaults are censiderod the
regponeiplility of the dehtors and creditors chncerned rainer
tirn f the United States Governmont. Hoverthealess, in view
af the deleterious offescta of u default upnon forolign invost-
ment in conergl and possibly wpon good relatinng between the
Oritod Btatoo ﬁnﬁ the country in queatinn, the United Stascs

Foverarniens may in appropriate instancées lend 1Us good

Fh

Tiges in the intorssts ~f offectline » setilonent.

(]

1. Eguities,

Bince cquities proavide a4 typs of fiexidility ordin-—
nrily deslrable, investiionis in private enterprlises,
esnacially in egocneilenlly undsvolencd countries, should

in se for a8 Tfaasibdle be in equitles in proference o TiZed-

novaoent rbligaticna,
11, Interest

ganIY =~yCiLeH THL 1 Az 09eds
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i, Intercst and Anoriizatisn,.

Investrments in the form of lonns should be ab reasen-
abla rates of intorest and with ﬂmertization aghodules ro-
latoa o general econcmic conditlong and speeifle cituaticns,
Cogts of financing should bhe zacderate,

12, Kecoing Goverrmont Indorced on Investnant Tlona,

Trhe United States Government desires that Amerdczan

-

investors acntaeplrting new forcipn investuents or the
cxparglon of uvxisting lnveetcnts keep thls Governmenty
informed of thelr nlans when subsianti=1 suma nre invelvod.
Foreign securitics offerad for public eale in the
Unlted Statee muest be registered with the 3ecurlities and
Excignie Gomnleslon.
AT EIouzh thers i3 20 oreschny no lzgael recuirement that

c

inverlors or underwriters ohitain suthori

r-‘
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o
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Laparteent of State to maks fereign invesimeants or to ofler
zecuritics of foreipn isscers to ths publie, the Denaronent
spproeintsas bedins informed of suoer contenplotaed transactions,
Teile the Departespt do 2 noil pasts upon iz ilnvestooesl morits
ol ﬂﬂy-sccuritims, it may dosire o Zndleate, in e4ach insiapee
wiicn o broughl ic its sttenticn,. whether it hos objoebicns

o

on prounds of foreigin nolley.
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