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The National Association of Monufacturcrs is very glad
to be represented hore at the meeting of the Economlc
Cormilssion for Latin /merica, and is grateful for the
opportunity to speak before this assemblage, Our interest in
tho economic development ie understandable, since the N.A M.,
roprescnts 85% of the productive capacity of the United States
and many of our members are actlvely interested in Latin
American induetrial and agricultural enterprises, finance
ond trade, In numerous public statements and official
resolutions, our organization has cxpressed itself in favor
of econuamic development, and the sovnd industrializatlion of
countries whose resourccs have remained rclatively undeveloped,
We realize that sound industrialization, with the increased
productivity end higher living standards it fosters, neans
wider markets for our products, increased imports of the
raw materials and finished products which can be produced
more efficiently in other lands and a greater interchange of
goods and services to the benefit of us all.

It was for these reasons that the N, A M. sent a delegation
to call on President Truman immediately after his Inaugural

address, to pledge its cooperation in developing Point b,
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usuelly veferred to as the Beld New Plan; and it wes for
these reasons that the N AM, began work immediately on a
study of the Capital Export Potentialities of the United
States, which report was finished and dellvered last March
to the Honorable Trygvie Lie, Secretary General of the
United Nations, This was followed by an NAM, report on
the Bold New Plan consisting of a program for under-developed
areas and a statoment of principles prerequisite to the
free flow of forcign investment capital, which was recently
roeleaged and mede available to the Ecogomic and Social
Council,

The N.AM, study on capital export potentilalities,
although baced on exhaustive ptatistical rosearcl, Coes not
purport tec be a definitive prediction of what may actually
occur in the years shead, It 1s vealized that past experiencos
and present trends in capital formation can only serve to
11lustratec the nature of the problem end indicate the
probebility of the dollar amounts involved, It is also
recognized that the range of probability must rest on
specific assumptions, the most importent of which is that the
econcmic climate, the "Ambiente Econcriico” at home and
abroad, will be such as to encourage savings and capital
formation and create incentives for foreign investment,

Under these assumptions the study concludes that private
foroign invesiment by United States citizens will amount

to as much as two thousand million dollars per year after
1952, and, at that figure, will not impose any serious strain
on the domestic economy end living ctandards of the United
States, Whether th;s estimate will actually be reached must

/depend
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depend, neccessarily, on a grcat nuuber of scparate decisions
nade by individual investors who will carefully weigh the
risks involved and the comparative advantage of investing
at home, in foreign country "A" or in foreign country "3".

I regret that I have not had the opportunity to study
thorcughly the Econcmic Survey of Iatin America presented
by the Executive Secretary and prepared by the distinguished
group of cconomists of the Economic Commission for Latin
America under the able direction of Sr, Castillo and Mr,
Swenson, with the cooperation of Professor Prebilsch,
Tortunately, I was able to reed the sectiocns devoted to the
subJects of Production, Manpower, Cost and Demond, Finencing
and Foreign Investment. Heedless‘to pay, I was greatly
impressed by the objectivity of the study and the emount
of care and effort that cbviously had gone into its
preparation, I especlally cormend to your attention the
chapter on financing and foreien investment, This chapter
begins, and rightly so, by recognizing the importance of
the role which domestic savings and investment must play
in econcnic developnent, While pointing out the scercity
of’ éha domestic savings and recognizing that the progress
of economic develcpment will be sevorely handicapped without
the assistance of foreign capital, it calle attention to
the fact that many countries are not reelizing their full
potentialitics Tor domestic capital formation; that, for
various reacsous, jacluding the inflationsry situation which
prevails thrsusiout mest of Latin Aﬁgrica, savings are not
as high as they slcxld be, and that they are not being
channeled into productive enterprises, A differentiation

/is made
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is made between the voluntary savings of the emall high
income group and the campulsory'savings through taxes

and social security funds which can be investéd. The study
notes, however, that both types of savings arc being directed
into non;productive investments and illusﬁrates the point by
reference to nations where a very high percentage of net
savings has gone into housing, meinly offices and residential
buildings for high income groups.

There is no denying that a great need exists for low
cost housing, not only in Iatin America bdbut in nost ereas

w= - - of the world, and it is Important to satisfy this need; but
as progress is made in overcoming this deficiency the very
substantial savings accumulated in social securities "Cajas"
and other funde might well be iﬁvested increasingly in
financing sound 1ndustriai development and in expanding
the productive capacity of the nation to the benofit of the
wage carner and the public at large,

This discussion of the financing problem notes, further,
that in the absence of sufficient domestic capital formation,
foreign capitel is of particular significance, not only by
permitting a greater measure of consumption but also by
creating new investment opportunities for domestic enterprise.
The IT.AM, recognizes the desirability and the advantages in
many instences of the creation of mixed enterprises in which
both domestic and foreign capital participates, although
1% maintains that if such participation is required by law,
much venture capital will be turned away., North American
investors in productive énterprises in Latin America

/frequently
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frequently find, however, that domestic capitel is wnwilling
to venture in these enterprises because of the rclatively low
rate of return obtained, the long térm nature of the
investment, or because of their preference for liquid funds,
As the report of the Cormission states, many Latin American
investors seem to prefer commercial undertakings, where
profits arc higher and the investment is twrned over more
quickly., T am not calling attention to thesoc facts in any
critical sense, since, in our free America, North and South,
each individual retains the God glven right to do as he will
with the fruits of his labors (porhape I should say, what is
left of these fruifs after taxes); but it is only natural
for foreign investors to heeltate before investing thelr
savings in productive enterprises located in countries

whose own citlzens may not consider the opportunitics for
such enterprises to be attractive, I am not going to repay
your kindness in permitting me to speak by taking more of
your time by reciting in detail the statement of principles
which the N.A M, considers to be prerequisite to the free
flow of foreign investment capital, The N,AM, will, of
course, be glad to supply a copy of the statement to any
vho may desire it, These principles, naturally, relate to
private capital investments, since the United States 1s
essentially e private enterprise country, as are ali the
Americean nations, The N.,AM, believes, as I am sure that
most of you do, that the primary responsibility for economic
development and the conduct of industry and trade should rest
upon private initiative, while Govermmental efforts should

/ve directed
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be directed meinly towards creating conditions under which
private enterprise cen operate effectively., (I am not
referring, of course, to the use of government funds for
projects or improvements which have a broad soclal purpose

’ involving the national welfare or security and vhich are
not considered by investors to be appropriate for the
> investment of private funds).
T+ can be said of private capital, howover, that in

normal times it does not respect internaticnal boundaries,
but #ill migrate anywhere that it can be employed safely
and profitébly; but it will flow only to nations that treat
1t fadrly, end vhere o reaconable expectation exists for its
profitable employment, The private investor of a capital
exporting country must, for his own protection, hold to the
position that its only legitimate reason for investing money
abroad is his expectaiion of obtaining a reasonable profit
in his own currency, Just as the expectation that his
investment will be a productive one is the only legitimate
rcason for a foreign country to welcome it, Mutval benefit,
then, is the only proper basis for the movement of cepital
from one country to another, It is in the interest of the
capital importing country to assure that fair and equitable
treatment will be granted to foreign capital and to recognize
its right to make a profit and rgmit 1% in the currency of the
country of origin., Conversely, the capital exporting country
should recognize that its best interest lie in minimizing
any obstacles which mey have resulted from its economic
policies or from the actions of ite citizens which may meke it
difficult for other nations to service and repay these forelgn
investments,

/In closing
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In closing, I would like to express my appreciation
on behalf of North American private investors for the
friendly words of Sr, Alberto Baltra, the distinguished
head of the Chilean Delegation, when he said at the opening
session, (and I hope you will excuse my imperfect Spenish).

Deseamos, como ya se ha dicho, la cooperacion del
capital orivado extranjero, y creemoe que a traves de
convenios o acuerdos con los palses gque se encuentran en
sitvacion de exportarlo, podran removerse algunas de las
dificultades que hasta ahora se han opuesto a su movimiento,
interrumpido casi por. completo desde la gran crisis economica,

Para este efecto, deberemos ofrecer a los inversionistas
un trato enalogo al que recibe el capital autoctono, y la
gavantia de la remesa de utilidades Justas hacia el pals
de origen, No bastaren, sin embargo, las leyes para inspirar
la confianza que el capital busca, sino que la legislacion
ha de reforzarse con practicas gubernativas que corresponden
a las promesas hechas y cumplan efectivamente lo que la ley
expreso en su texto,

I want to reciprocéte with the sincere hope that the
cooperation between Laetin American countries and North
Americen private investors desired by Sr, Baltra may be
achieved and that conditions will be created which will
encourage & new and vigorous flow of North Americen private
capital to the countries of Latin America, resulting in the
creation of new sources of wealth, new opportunitles for
profitable employment in your homelands and in mine and, most
importent, good will and & botter understanding among our

separate peoples,
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