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ﬂcreply refer to © Mareh 16, 18495

My dear Mr., Furcell:

There is encloged a statement regarding *Investment of United
States Public and Private Funds in Latin America® {D-2/45) which
was prepared by the interdepartmental {omuittee on Infer-American
Economic Developtent and which will be consldersd by the Executive
Conmittes om Economic Foreign Policy at an sarly mesting. It is
understood that Mr, Louchiledts and others in your organiszation were
consulted in the oreparation of this statement, .

In view of your interest in the document, you are cordially -
invited to designate a representative to participate in the con-
giderstion of it by the Exacutive Commlttes.

It is suggested that Mr, Carr, Executive Secretary of the
Committee, be notifled by telephone {extension 2858} of the name [
of your réepresentative who mey then be directly informed regarding !
the tine and place of the meeting.

Assiatant Secretary
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- The Honorable } o
Ganaon Purcell, Chairman, Min 19 14,9
Securities and FExchange Commisaion,
w&ﬂhj_nghﬂn 25, D.Cs
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CONEIPRITIAL. ECEFP Dw2/45
January 2, 1945

{Ravizsich of Development
Doc, 52/44)

INVESTMENT OF UMIPED TATES PUBLIC AND
PRIVATE FUND3 IN LATIN AMERICA

I, Advantages of Fereign Investment

The United States Government recognizes that the
foreilgn investment of United Statesz capital to promote
productive Jevelopment is of benefit both to the Unlted
States and o the receiving countries, It provides
lmmediate markets for Unlted 8tates capital goodes and as
development of the foreign economles tTekes place expands
their purchasling power for cther loported goocds. It pro-—
vides an outlet Ffor capital funds which might otherwiss
te less profitably utlilized and makes possible the develop-
ment ol export producte thereby creating the means neces—
sary for repayment, In the poatwar periocd, such investment
would provide an outlet for wartime surplus equipment and
would s8id in the utilization ¢f excess plant capacity, It
would stlmulate international trade and contribute to the

attainment of full employment and a high level of naticonal
income,

There is required, therefore, the formulation snd
gnunciation by the Government of the United States of a
policy appropriste to the development of productive 1ln-
vestment, It 1s recognized, however, that qulte ms important
as the pelicy of this Government ares the policles of the
countries in whlch investments are made, If United States
investors are to commlt thelr funde to undertakings abroad,
they must have from those Governments the assurance of non-
digcriminatory and just treatment,

II. QCrdterla for ihe Foreign Inveetment of Both Public
and Private Funds,

For the full realizatlon of the advantegea to be de-
rived from foreign investment certain policies should be
generaliy adopted and applled. Of these, some anply
pecullarly to private investments, while othere have

par tlcular
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particular reference to investments made by government

agenclee, 3octions I1II and 1V which follow, are devoted,

respectively to these two types. Policles which apply %o

gll investments, whelher public or private, are sel furth
elow,

a) Investment should be in copnformance with United
S%tates ecconomie forelgn pollcy.

b) New investment for economic development should
be limlted to projects which are productive and
economically sound.

l. Adsquate provision for the servicing of loans
and ultlmate full repayment should be made,
Cutstanding debts, includlng defsulted obll-
gaticng, avallabllity of local credit, and of
Toreign exchange, revenues, and other pertinent
factors should he congldered,

2. Funds should not be made avallable for enter=
prises whilch requlre for their succeas the
imposlition of excessive tarlffs, the granting
2f a permanent subsidy or of any epeclal
governmentsl preferential asslsztances,

¢} Hates of interest should be reasonable and periods
of amortizstion should be adjusted so far mns possible
to The nature of the project mnd the economlec and
finanelal strength of the borrower and of the country
in whilch the prolect is located, In meeting investi-
ment needs, whaether opubllie or private, consideration
should be given %to the advantages offerad by the pro-
vision for varlable rates of amortization based upon
general economnle condltionsa,

4} Unlted Stetee foreign loans should, except in
tnusual circumatances, be limited to the foreipgn
¢Xxchange requlremente of the borrowesr, and should
not bear oo heavily on the future foreign exchange
position of the borrower'sa couatry.

III, Unitcd 8tates Policy Toward Private Investments
' in Latin America,

- "In as much as the United States Government does not
direct or control the investment abroad of private capital
er stipulate the Terms or conditions of private foreipgn
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loans or 1lavestments, acstion by this Government regarding
such loans and investments should be limited to regilstra-
tion, disclosure, and suasion.. i '

a) In the interest of United 3tates investors and
Indirectly, foreizn capltal recelvsrs, the United
Steates Govarnment should consider the desirability
of expanding, by appropriate lagislation, the powers
o the Securities and Exchange Commission Lo require
(1) the registration of all private investments re-

ardlese of whether they are publicly offered, and

2} the submission of an annual flnanclel ststement
by foreign governmente whlch float securities in the
United States market,

B}  Adeguate publicity should be given by the
Securlities and Exchange Commiesion to reglsiered
lpvestments snd by the Department of Commerce to
total foreign investments, total investmentse in indi-
vidual countries, and economlc conditionse, including
the balance-of-payments positlon, in each country.
The Department of Commerce should also make avallable
Information on the economic and financial oppertuni-
ties for foreign investment, and the conditions
affecting such investment including taxatlon, trade
ana exchange restrictions, limitations on foreign
particlipation, labor leglelation, and other vertinent
datsa.

¢) The Deprrtment of Commerce and, if necessary the
Department of 3tate, ahould use theilr good offlces
in an attempt t¢ dlssuade prospective ilnvestors, if
the céntemplated project 1s contrary to the economle
foreign pellay of the United States,

d} When representations in behalf of private in-
vestors are contemplated by United States Embassies,
- declelons upon the advisability of such representa-
) tion should be predlested, =smong other pertinent
factcrs, upon the character of the ilnvestor's opera-
tlons in reference to United Btates eeconomic forelgn
policy and upon tha legality and ethlcal character
of his business practices. .
; @) The Government should discourage all attempts by
private United Stntes Ilnterests to galn monopolisfic
or other specisl privileges within forelgn countries
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which tend to resatrsain trade. It is recognirzed,
hawever, that theére may be cases whers the nature
of the industry (such as natursl monopolies) would
maks competition uneconcmic,

f) Agreements should be scugh?, on a multilateral

or billatersl basis, providing in general for equslity
of treatment of forelgn and domestic investments,
with the condition that such trestment shall not’ fall
beleow that which lnternational law requires,

g) Investmert in enterprises abroad should be under-
taken so far ge 18 feasible in cocperation with local
lnvestors, espscially 1n the dsvelopment of natural
regources and public utilities,

h) In meeting investment nceds mnd opportunities,
conglderatlon should be given to the sdvantages of
equlty lnvestmente ae cempared with loanse having
Tixed cbllgations,

TV, Policy Begsarding Loans and Investment by Unlted States
Government Arencies in Latin America,

Wherever poesible, forelgn financing should be under=-
taken by private enterprilses rather than by the government,
In many instancas, however; private capital will be unable
or unwilling to satisfy the demands of praspective foreign
borrowere, The leoans wade abroad by United Btates Government
agenclee are, by virtus of the peculiar cepaclty and
responaibllitles of a sovereign government, subject to
gpécelal condlitions, Therefore losne should We so clesrly
dlstinguished frem grants that no miaunﬁerstanding could
arise,

#) The United States Gevernment should take the lead
and Jeoin with other governments in sny statements of
pcllcey and action necessary to remove restrictions
upon the market in which the proceeds of loans may be
axpended, It 1a recognized thet most advances of
¢apltal from the United 3tatese will be in connection
with trade invelving United States exports and importe,

b) Unitcd States Governmment financing:
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1. BSheould be undertaken with the expestation of
eventual full repayment even though the in-
vestment may not have been motivated by
profit in the ususal senae;

2. Bhould seek to avold competing with private
funde when the latter aore savailable upon
reasoneble terms,

'v. Public¢ Statement of Investment Policy

Bhould this statement be approved, consideration might
well ©e given to ths making of a public anncuncement taséd
unon lts contentsa,
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Attachment: ECEFP D-2/45

January 2, 1945

(Revized supplement to
Development Doc, 39/44)

SUBCOMMITTEE ON INTER-AMERICAN ECONOMIC DEVELOFMENT

Btatement on Protection ¢f Invegiment

’
The Bubcommitice ie of the opinion that the report
on investnent should not contain asny atatemente regarding
protectlon of iInvestment other than those in the opening
paragreph of I and in IYI-(f}, The Subcommittee feels
; that any further strtement wlth respect to protection would
' bs unfortunate for the followlng reasscns:

1) It might be misleading te investors, since dscision
would have to be made in each case and 1in some instsnoss
protectlon would not be forthecoming.

2) The word "protection® requlires definition, Is the
usC ﬂg Torce cnvisaged, and, if not, what actlon short of
foree

3) A strong statement oh protection might attract
gXceselve amounts of investment in the American republics
and poeslibly alsc the wrong type of inveestments, sinco,
other thinge being cqual, the better type of lnvestments
would probably neesd less protection than other kinde,

4) An actlve policy of protection might be expected
To entall a greaster degree of control over investments, On
the other hand, in so far as the United States does estab-
lish control over investments, there would be a greater
moral responslibllity to proetect and erfeguard the invest-
ments so far ~3 practicable,

5) What would the Government proteet against? Laws
increasing labor coste, inereascs in Saxation, expropria-
tlon, taxes which are not technically Mdiseriminatory¥,
but which in practice affect only American f1rms?

Ta the finsl analysis it ic very difficult, in many
instances, to dlstinguish betwesn bad Judgment {improper
appralesl of risks) by lnvestors and bad faith or actual
digserlmination by the reelplent of the investment,
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Ageressive actlon by the United Statcs Government, or the -
adoption of a policy which would necesgsitate such action
would probably prove detrimental to polltical and eecnomic
relations,

8} A statement on protcction included in A published
fdocument wouwld probably arcuse unfaverable repercusslons
both in the United Jtates and in Latin Amerlea, It might
have an wnfavorable effect on existlng Unifted States in-
vestments in Latin Amerlca, For example, 1t has been
alleged that the anti-alien land laws and petroleum laws
in Mexico 1ip 18251926 and subsecuent expropristions were
inapired by Secrctary Kellogg's famous at=tement thetl
Mexico 18 on trial before the world,'

The Subcommittes belicves that the Unlted Statee
Governnent should manifest =n =actlve solicltude Ffor all
United 3tates interests abrond, includlng lnvestments,
both direct snd portfolic, An active intereet by the
Govarnment may be expected to have a conslidersblc effeet
in reatraining unfair and discrimirmmbtory actleon agalnat
United St~tes invsetments by other countriss. Such
concern, however, should not be confined to invasstments
bt should siss include the commercial and other economic
interests of United States ¢ltlizens,

As recommended in IXI-{f) of the report, the Sub-
commlttes believes that the meost hopeful spproach 1@
through negotlatlion of multilateral or of bilateral
treaties of friendship, commerce nnd navigation which
will provide formul=e against digorimination, should
1% he attempted,
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SONFFHENTTAL \ Attschment: ECEFP D-2/45 ”
' {Revision of Supplement to
Developrent Joc, 32/44)

This attachment entltled "3tatement on
Protection of Investments" ie to accompany
the report on "Investment of United States
Public and Private Punds in Latin America
by the Jubcommittce con Intor-Americsn Efonomic

Development,

In preparing the statement on investment pollcy, the
Subcomnittes devoted conslderable attention to the gquea-
tlon of ineluding in that statement a recommendation with
regpect to the pollcey which the United SBtstes Government
might adopt in protecting United States citizene and thelr
proparty vights 1n the other Americnn republics, After
discugaion 1t was decided that 1T would not hé appropnrlate
to prepare such a reconpendation,

The present attachment sxplaline the vosition of the
Subsommittee on thls peint =nd is being tranamitted to
the BExeocutive Committee on Economic Foreign FPolicy so that
the latter will know thet thls aspsct of the subject had

been glven considerstion,
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