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GENERAL DISCUSSION {continued)

Mr, HUDICOURT (Haiti) congrstulated ECLA and the Department of
Economic and Social Affairs on their joint study of foreign investment in
Latin Ameriea, from which the countries concerned should now draw practical
conelusions, It showed thst, up to the present, forsign investment had
played only a secondary role in the economic development of Latin America,
and that, as a general rule, only one or twe primary meterials had been
developed in each country, Ancillary services, such as transport and
energy, had becn developed only in so far as they had been needed for
the exploitation of the primary materials, The efforth of the Latin
American Governments to attract foreign capital for their development
plans had been largely unsuccessful and that trend might have continued
if Latin American countries had not intervened to modify the direction
of investment.

The Latin Ameriecan countries had therefore turned to governmental
and internstionsl financing, State financing organiz-~tions had been
set up in some countries, and the Import-Export Bank and the Internationsal
Bank for Reconstruction and Development had been asked to finsnce specific
projects,

- The only remsining recourse of Latin Americ-n countries, to finance
their economic development projects, was domestic saving. But the Economic
Survey of Lotin America, 1954, clearly showed that they did not achieve
an adeguate level of domestic saving to finance thair development plans,
The Executive Secretary had been of the same opinion 2nd had advised
countries in need of capitsl to teop foreign sources. In the case of
Haiti, its nrtional resources were so small thot development could not
be envisaged without foreign help.

One of the principsl lessons to be learned from the Survey was that
the Latin American Governments should not count too much on the amount
and end purpose of private capitsl to finance their economic development,
There had been heavy private foreign investment in a few types of
agricultural and minersl exploitations, but the cspitnl for the development
of the basiec ecconomic structure of the eountries concerned had come mainly
from governmental or internatiocnsl sources. Some United States and

Buropean finsncial groups were beginning to consider investment in Latin

Jimericsn devel onment
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American development plans, but their attitude was cautious ard a large
influx of capitsl could not be expected immediately,

The Latin sAmerican Governments should therefore continue to suppdrt
the establishment of the Special United Nations Fund for Economic |
Development, the Inter-Americsn Bank, and the Internaticnal Finance
Corporation, The action of those organiz~tions would encourage private
investors,

ECLA and the United Nations Department of Economic and Soclal Affairs
weré to be congretulated on providing such a clesr picture of the role |
of private foreign investuent.

Periodic information on the flow of foreign investment in the ares,
and its effect on economic development, would be of the grestest use to
the Latin Americsn countries, and ECLA should undertake to provide such
analyses,

ECLA should not be content to provide mere statistics, but should
comment on and analyse the ;O1e of foreign investment in economic

development,

Mr. VALLADARES (Argentina) agreed that private investment hed not
contributed in the prst to the econcmic development of the Latin Americen
countries, However, foreign e~pital could be used to accelerate economic
development if public and private investment were judiciously co-ordin-ted
in the national development plans,

It had already been pointed out that foreign capitel wes shy, and
that, in order to attract it, the Latin Americrn countries rust give
sound guorantees to foreign investurs. The natur~l resources of Latin
Americn, and the existing incdustries, commercinl networks snd braking system
provided a favourapls field for the investﬁﬁnt of foreign cspital, ALl
that was needed to attrret foreign investment was 2 climste of confidence,

Argentine low 14222 which was designed to encournge private investment
and develomment, provided that investment should, 1) be made first in
industry and mining; 2) contribute to the success of the five-year plan
and, 3) save foreign currency, by producing either exportzble goods or
substitutes for imports. Foreign investors could repatriate 2 per cent

of their ezrnings in the country and 2 slightly higher percentage of

/their capital,
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their capital, and they were also given certein privileges with regard to
the import of eguipment and the supply of raw materials. Multiple rates
of exchange had been a great problem as far as foreign investment was
conéerned, but many of the difficulties had been overcome since capital
could be registered in foreign currency. The results of those measures
since 1954 had been spectncular. Foreign enterprises were now building
tractors in Argentina, :

Argentine investors had in the past been suspicious of foreign eapital,
fearing that it would deprive them of investment opportunities, but their
attitude had changed since most foreizn investment was now nmede with the
participation of local capital., Considerable progress head already been made in
the field of production, bubt much remained to be done, and priveate foreign
investment must be complemented by public intern-ticn-1l investment, His
government would explore all possibilities,

Frivate investment in Argentina came mnrinly from the United States,
Germany and Fr-nce, plus a small amount from Italy, There was no difficuliy
with regsrd to the eniry of United States capital, which was freely convertible,
but there was scmetimes delay in obtaining the censent of the German control
authorities to the export of funds., The French control authorities approved
nearly all applications, '

The questicn of double texation was one of the biggest obstacles to
investment, The Tenth Inter-imericen Conference had made a recommendation
to the United States Congress on that point, but without result. The
present United States corporate tax of 52 per cent was a great impediment
to the flow of investment and it would have to be considersbly reduced if
privrte investment were to be stimul-ted, Investment income should be
taxed at the source, that is in the country where the investment was made,

He hoped thet the United Stotes Congress would reconsider its attitude,

Mr, DIAZ MASVIDAL (Cuba) outlined the measures adopted by his Government
to attract foreign capit-l and stimulate new industries., Double taxation
was one of the main obstacles to the flow of investment, in Cuba as else-
whera, The problem had been given considerntion a2t the Ric de Janeiro
Meeting of Ministers of Finance or Zconomy and it was hoped that an agreement

would soon be reached,

/Cuba was
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Cuba wag particularly interssted in the social aspect of economic
development, It was obvious from the ECLA study on sacial conditions
that social legislation was, in many cases, an obstacle to the establishment
of a proper climete for investment, He felt thot ECLA should continue
to study the problem, and would submit a draft roesolution on the subject
in due course,

Mr, ALVAREZ RESTHEFO (Colombiz) steted thet his delegation fully agreed
with the points of view expressed in the ECLA report on the Economic
Development of Colombiz (E/CN.12/265). He commended the scupe of the
study and the high level 2nd technical competence of the rmnalysis, as well,
25 the usefulness of the studyito Colombisz,

s was pointed out in the report, it appoared that one of the main
problems was  inadequate forelgn investment and the use of domestic saving.
It was 2 problem that applied generaliy to all of Latin America,

The report stated that in Colombia there had been a general migrotion
from the rurel to the urban areas, but in fact, the migration was mainly
fragindividual fesrms te the rural smzll towns and villages which depended
mainly on agriculture for their subsistence. He estimated that 70 per
cent of the population of Colombia lived off the rural areas, Therefore,
the migration was more apparent than real.

& factor which should be taken into consideration when dealing with
the problem of migration from the rursl areas was that the rural population
tended to be much more prolific than its urban gounterpart.

Turning to thc matter of investment, he ssid that in Cclombia the
government had been forced to adopt a policy of qualitative and selective
investment. He cited the fact that the main source of foreign exchange
was coffee exports which produced an annual revenue of between 400 and
480 million dollers. Since thet sum was barsly enough to pay for essential
imports, it hed been found necessary to establish a strict selecticn in
the use of the avrilable exchange., In order to improve the situaticn,
his government had endeavoured to substitute imports through the development
of domestic industry, particularly in the met»]llurgical field, The
government h-d alss launched a progromme of self-sufficiency in primary
materi~ls in order to reduce imports, He cited the fret thet while previously

Colombia had lmported raw cotton the rate of 52 miliion dollars per annun,

/now there
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now there were virtually no raw cotton imports,

With regard to industrisl development, I could best be carried out
by private enterprise, with help and guidance from the governmentf Considerable
‘progress had been achieved along those lines and it was encouraging to see
ths manner in which privete enterprise had cooperated, The basis for an
integrated anil steady development in all pheses of the economy of the
country lay in a scund programming policy, and 1t was = field in which
ECLA could meke a very significent contribution.

His delegation concurred with othergwhich said that the role of
foreign investment in Latin Americe wes not as active as it could be, Co-
lombia offered excellent opportunities for priv-te foreign investment,
Prretically 211 of the restrictions =nd barriers to foreign investment
had been removed, but as yet thet had not been sufficient to atirsct the
necessary amount of foreign investment. His country needed new forcign
capital investment at the rate of between 100 to 120 million dollizrs annually,
Only the petroleum industry could count un the foreign csapitsl necessery
to develop normally,

One of the me~in obstacles to the flow of foreign capital was the
problem presented by the policy of double taxation. L resolution against
that policy had been sdopted at the Fifth Session of ECLA at Quitandinha
in 1953, but it would te=ke time for its beneficial effects to be felt,

Ancther very importsat point was the humzn factor. The case of the
worker on coffee plantations was a particwlarly sad one. On the average,
families of 8 persons lived on the production of 5008 exffee trees, which
normally cowld support only 3 persons. Efforts should be made to improve
that situation, not only from the human point of view but alsc with the
ultimate purpose of raising the average purch-sing power of the rural.
population,

The problem of the rur~l population was aggravated by its high birth
rate which in Coloxbia was about 2.5 per cent. That meant that the
population incressed at an annual rete of 300,000, for whom new jobs would
have to be found, _

He did not share the view that the solution to the problem of expansion
of agricultural production lay in a greater degree of mocheniz-tion,
particularly for countries such as Colombia, which had abundant manpower,

In his view, an accelerated policy of mechanization might cause an increase

fin unemnl ovment .



E/CN.12/AC.28/SRa5
Page 9

in unemployment. The solutiocn was perhaps to proceed very slowly with a
modest programme of mechanization, which might run parallel with the
establishment and development of smell industries in the rursl areas.
Besides absorbing any manpower left unemployed by that mechanization,
small rur-l industriss would contribute to filling the gap left by the
seascnal natural of the coffee industry, His government had already
launched a limited progreomme of developing small rural industries,
particularly in the field of textiles,

In conclusion, he wished to congratulate ECLA for its study and
recommended thst it be completed by an anzlysis of needs in the field
of technieal trrining, His country wrs in need of such a programme of
technical training, a programme which would embrace the widest possible
sector of the working population, The government had already began to
set up some technical training séhools, but the number was still insufficient,

Mr, HOWE (United States of Ameriea) referred to the question of double
texation and privnrte foreign investment, which had been raised by the
representatives of Argentina and Cclombiz,

The rate of corporate texation was indeed 52 per cent, as the Argentine
representative had pointed out, but since there was a l4 point preference
granted to investments in western hemisphere trade corporations, the rate
was actually 38 per cent,

A proposal on the matter of double texation had agein been submitted
tc the consideration of the United States Congress the previous surmer and
it was expected that it would be considered when Congress reconvened early
in 1956, so it could not be said that it had become a dead issue., He
wished to point cut that the United States was fostering a policy of
bilateral ftreaties on tax trestment to stimulate the flow of foreign ¢apital,

Since the resolutions adopted at Quitandinhs had come into force, his
government had in fact undertsken 2 series of bilatersal negotiations -notnbly
with Cuba, Mexico and Honduras -~ on the problem of double toxation. The
United States had not ceased to seek ways and means of reducing double
taxation but it was of necessity slow work, His delegation would welcome

an exchange of views with all delegations intérssted in that matter.

/Mr. LUNAZZI
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Mr. LUNAZZI (Internationzl Chamber of Commerce)} said that, as
representative of an orgenization with connexions in 58 countries, he
could confidently s=y that problems which affected Latin America were
also related to those of other countries, The work of ECLA as described
in its 1954 Report, was of great‘value and fruitful results would be
dotained from the application of its recommendations, His organisation
supported the viewpoint of GATT on the matter of trriffs, and it strohgly
opposed the principle of double taxstion., Taxes should be levied et the
nlace where invested crpit-l operated., His orgsnisation, had made, and
would continue to m-ke, every effort to achieve simplification of tariff
regulations snd elimination of trode barriers,

Aside from any resolution or recommendation that might be adopted
during the current session, he considered even more important the spirit
with which all delegations approached the problems submitted to their
consideration., He had noted an increasing awareness of the importance
that should be attached to privste initiative, . There was a very real
need to abandon the concept that the State should be the provider and
should be charged with the duty of resclving all problems. On the contrary,

the way should be copened more and more to private enterpirse,

The meeting rose at 12:35 pem.




