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The United States Delegation shares the views expressed by several
other Delagaticns that the Secretariat isg to be commended for the preparation
,of these studiss on foreign investuments, With respect to the detailed
content of the individual country studies, and with particular reference
“to the experiences of its inﬁcsting nations in the countries concerned,
the United States ot this time weuld like to reserve its peositiocon with
the thought of possibiy making comnenis avallable to the Sscerefarist for
consideration in comnection m’._th future revizion or amplificatiens of the
-documents. In a general way, the United States Dslegation would like to
point ocut the desirablliity of the gathering by capital-~importing countries
in a periodic and systemetic fashion of data on the amount, erigin and
nature of foreign inVestﬁents, and in certain caécs of clarifying their
policies with-respect'to the investment of'féreign capitai, In this last
connectiﬁﬁ; it eppears to us very appropriate thet, where necessary,,actual'
procedurés and practices be reviewed for conformity with laws and
regulations appearing on the statute books. Such informstion of 2
statistical and policy nature both might well be made available to the
Seeretariat in a systematic fashion,

Because of the importance of foreign investments as a means of financing
economic development, the United States Govermuent believes that it would

/be desirable
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be desirable for the Secpetaorist to complete these studies so as to cover
all the Latin Aasricen countries and to keep the studies up to date through
revisicn and supplenents. As indicated in comnection with the studies
already coﬁpleted, it is desirable that they take zccount of actual
adninistrative procccdures and pelicies as well as of besic laws and
regutations, To this end, governments should be urged to cocperate with
tha Seerstariat by supplying information of the tyres mentioned earlier,
It ooy be of interest 1o the Coﬁmission to know that a sinilar
program of work hos been undoer way in the Bconomic Cormdssion for Asia
and the Far East, Furtheruore, at o recent session of that Coumission,
it was resolved to be aopropriaté te regquest tha Tilted Notions Fconomic
and Social Oouncild to instract the Unlted Latlcons Secretariat to pursue
studies reparding the legal nsasvres and pclicies of capital~eﬁporting
countries affecting foreign invest.oents by their notionals,
The United States Government beileves it would bte desirable for

ZCLA to associate itsslf with this request. In this connection, it may
be noted that the United Nations Sscretariat has already made a first
step to this end, A sechtion of Document E/161L entitled "Survey of
Policies Affecting Private Foreign Investuents", prepered by the Secrevariat
in response to & directiva of the Zcononic and Social Council centains a

iscussion of policies of thb cgthul-eﬁoortl g countries. As pointed out
in that document, the United States is taking certain positive steps to
encourage productive investioent aﬁroad by its nationals, Specific exmnpies
of fhesc steps are the negotiction of Treatics of Frisndship, Commerce and
Beonomic Developnent such as the Treaty discussed by the Delegate of
Uruguay; legislation which is before the present session of the United

/States Congress
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States Congress authorizing the Export-Inport Bonk to guaraniee United
States private investients abrozad in productive enterprises against
certain risks peculiar to foreign investient, nauely, the risk of
inconvertibility of earnings redeived in local currencies and that of
losses resulting from expropriation or natiomalization; and the third
exanple is the consideration being glven by the Congress to certain
proposals that would iibervalize the aﬁplicatidn of United States tax
legislation to the operations of individuals and firms abroad, These
changes are desigﬁed to enlerge the area of credits agoinst United States
tax liabilities that can be cloined for toxes on dncoue paid to forelgn
governnents and to ensble potential toxpayers oo Jorepo poyment of taxes
on incone earned abrosd unbil such time as the income is brought into
the United Stotes. 1t may be noted, in tlis connection, as pointed out
by the Delegate of Uruguay, that under provisions of the United Stetes
Interncl Revenue Code, foreign investors operating-in this henisphere
are, under certain circunstancss, subject to corpordte incotie tax rates
which are almsst one-third less than the rates sppliczble to donestic

or other foreign operctions, Indeed, it is by no neans clear that the
incidenee of United States taxdtién hag besn a deteruining factor in the
uinds of: potential foreign investors,

As-indiecated in United Rations Document E/1814 referred to earlisr,
invcstigatiéns of the subject conducted in cur country indicate that Unifad
States tox¥es have little welght in the corporate investors! appraisal of
foreign investient opportunitiss, Thet study points out that "in the
United Stetes and in nosd other countries which in the past have been
important ssurces of foreign investnents, present tax pelicies éliminate
international doutle taxdtion, or ritigate its effects elther by crediting

/the domestic
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the domestic texpayer with the amount of taxes paid abrozd es-o unilateral

ey

undertoking or throﬁgh bilaterad freaties Wﬁt% saritol-importing
counﬁrieg.,.. This is accomplished (unilaterally) by crediting the
taxpayer for taxes paid abroad, thus eliminating double taxation Lo the
extent that foreign tax ligbilities so credited are egual te or less than
the 1liabilities to the United States...... At lezst in the case of direct
investments, the net effzct of the United States system of forsign waxX
credits and speoial reliefl in certain cases is that only a minor proporiion
o the income abroad is absorbed.by'United States tawes,"

The cttitude of the United 3tates Government towards the role of
foreign investments in the [inancing of ECONGLG Zovelopment has been
statéd in discuszions of the United Haticns and its appro@riate specialized
agenciss and in meetings of the Organizaticn'of American States. Since
certein coenments of a general nature have tTzen made on this issue by
varicus deiegations, the United States Delegation believes it appropriate
to clarify and restate the position of its Government., In so doing,
however, it wishes to call to the attention of the Commissicn that the
Urited Stotes Government and otﬂer governnents are currently giving
thorough study to a report by the Subcommission on Economic Development
of the United Nations Leconomic and Sorcial Council embodying practical
recommendations on the financing of economic development, This subject
will be thoroughly discussed at the next secsion of the United Natioas
Beonomic and Social Council to tzke place in Goneva in July of this year,

The United Stetes Governaont is of the belief that the bulk of the
effort and finaﬁcing for cconomic development rmist come from the peoplés
of the underdeveloped countries thenselves. It recognizes, however, that

/domestic
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domeéstic financing rust be supplemented by international: invesiment

because the margin for savings is small and consscuently the inflationary

B

poseibiiitics are great; indeed, in coae cases the. gituations are fraughi
with o sclf-defeating elenent as a resuit of the lack of adequate fissal
eASIre s,

Foreigﬁ investient proceed; of course through privats and rublic
channels, Private forelgn capital is availebie through direct corporate
investment as well as through the offering of foreign corporate securities
to private investors, inciuding bonds guaranteed by the Intermational Bank
for Reconstructicn and Development,  Funds for public investnent are

available through the International Bank and the Lixgpovi~Twmort Bank,

These are complenentary, not competlng, means of financing, Public

L

capitel is particulariy epprovriate for piblin works and certein other

- .

asic faciiities required for development, Private capital, particularly

o

in direct investuonts, can neke a significont contribution in diverse
activities, including those that reguire spscial technigues and monagsuent
skiils, |

With respect to the develepment cof basic facilities for whieh publie
capital oppears to be nost appropriate, the immediate need appecrs to the
United States Govsrnment to be of assistance to cauntr;es in the formlation
of development programs sulted to their respective rescurces, needs,
capacities, and abilities to servise loazns. In effect this is one of the
impervant reasons for {he technical assistancs program which is now in the
process of being expanded,

In connection with the recen® activities of the International'Bank, I

should like to point out, as was indicated by the United States Delegaie

/to the United
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to the United Nations Econenic and Sccial Couneil In March 1950, that the

Bank authorized leans in 1949 awmcunting to almost 210 million dollars, of

which 85 per cent was for under-developed areas, In 1948 the toital loans

authoriced had been only 32 miilion doliers, of which 50 per ceni had gone

i

to wder-developed areas, It would appear, then, that the reconshraction
phase of the Bank's activities has been largely corpleted,

Parailel with this program of pullic Invesiment, tane United States
Government believes that countrics desiring the investnents of private
foreign capital, shouvld exanine thelr policies towards private foreign
investrient to the end of developing and consclicdating cocperative progroms
that will provide assurance against exploitetiou on the one hand and
against diseriminatory and injust trectisvt of investors on the other,

The United States Govermment beliaveé thatw the private capital market is
potentiaily tne major souree cf foreisn fvmds for development if the
conditions affocting investments are propitious. Private investors supply
not only capital but uvonagerial experience. technical knowledge and
organirzational talents, They train lceal labor sinply as a part of
efficient operavion, The United States expects private investors to

give due regard to the welfare of the persons dependent on their enterprises,
to contribute their falr share of taxtes to the local community, to conserve
as well as to develop local resources, and to, conduci their enterprises

so that the investioent will be of mitual hapefit Yo the investor and'to
the recipisnt country;

Countries desiring such private foreign investment must meke it
generally known thot th sy are areaxs where opportunities for profitable
investuent under fair circunstances cxdst, They “ust raocognize thot they

Jare in competition
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are in conpetition with objects of investient for the potential supplier
of capital buth in cther countries and.in the domestic narket of the
investor; ia the latter morket conditions are very well krnown to him,
The factors affecting private foreign investments in a given country
which are foremost in the evaluating process of the potential investor
have been indiecated by the President of the United States Delegation in
a general statenent mads before Cormittes 13 it would be merely repetiiticus
to introduce then once agaln here,
It is in the context of these considerations thot the United States
Governuent is of the opinicon that the studies on foreign investments by
-Lhe Secretariat should be amplified and completad, and that‘the nember

countries of thiz Conond

L&}

sion shovld coopsiste with the Secrestariat to the

~

end that the most complete Information possible may be compiled on the

econonic and legal status of foreign investoert in Latin Anmerica,



