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POINT IV

Essentials of Policy

The essentials of policy with respect to Point IV have been
outlined by the Administration as follows:

1.

2.

Interest in acceleration of developmental activity. In his
Inaugural address President Truman proposed that "we embark

onh a bold new program for making the benefits of our scientific
advances and industrial progress available for the improvement
and growth of under-developed areas.,"

Use of private capital., Secretary of State Acheson noted that
the 53515 5,'6:11: did not say that this program was to be ac-
complished by government capital and that "indeed, if the
proper conditions are created, the reservoirs of private

capital are very great."

Use of UN. President Truman asked that "all nations work
together through the United Nations and its specialized
agencies wherever practicable."

Long-range character of the program, Assistant Secretary of
State Ihorp pointed out at Lake Success that "the timetable
for attainment of these objectives of economic development is
measured in decades, not years. The reorientation of the way
of life of millions of people can come only gradually."

Role of the under-developed countries themselves, Secretary
AEcheson warned that "there is in many places a failure to
understand that unless the conditions are created by which
investors may fairly put their money into a country, then

there is a great impediment to development." And Assistant
Secretary Thorp noted that "the bulk of the effort, the drive,

the organization, the planning, and much of the financing must
come from the people (of the under-developed countries) themselves
and from their governments."

Sharing the cost. Assistant Secretary Thorp emphasized that no
one country should be expected to assume all or most of the
financial burden of the expanded program of technical assistance,
lest the international and cooperative character of the work

be prejudiced.
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Baclkpground of Implementation

1.

The character of the program is shaped by the fact that it
involves acceleration of a process that has long been under
way, rather than emunciation of something new. On the
investment side, it inwvolves hold constructive activity to
clear away long-recognized obstacles to investment, looking
to a revival of international investment on a large scale.
On the industrial technique side, it inwolves broadening
the acceptance of the value of industrial know-how, which
has lonz been available for export from this country,
commercially and as part of the investment process. On
technical assistance in the public services, it involves
stepping up the pace at which the U.S, govermment agencies
have been cooperating for many years. The technical
resources and the capital of the United States have long
been actively engaged in the under-developed areas. Expansion
on the basis of this experience is what is called for now.

Our government and a rumber of its agencies have in the past
three years engaged in international activities which constitute
important expressions of foreign economic policy. These
activities include, on a 7lobal scale, collaboration within

the United Nations and its Economic and Social Council, and
through its specialized agencies, notably the International

Bank and Fund, and the projected International Trade Organi-
zation. The principal regional activities are our collaboration
in BEurope through E.C.A. and C,E.E,C. and in Latin America
through the Organization of American States, as defined in the
pending Bogota Economic Agreement. In addition to these global
and regional activities, and in recognition of their inherent
limitations, increasing attention has recently been given to
bilateral negotiations on commercial matters.

It is clear that all these elements of our foreign economic policy
require coordination in principle, and studied consistency in
practice, to constitute an acceptable aggregate of economic policy.
Likewise, the development program outlined, and specifically its
investment and technical assistance phases, must be integrated
with that aggregate, in order to develop its maximum, cumlative
effect. It is therefore recommended that full responsibility for
policy enunciation and direction be vested in The Department of
State,

Eventually this program may become the most immortant single
element in American foreign economic nolicy and the determining
factor in the effectiveness of our foreign policy. It requires
drive and resourcefulness in direction from the start. It
requires intimate acquaintance with the decades of experience

in developmental activity abroad, The competence with which

the prorram is develaoped vill directly affect existing investments
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the world over, the scale and character of new investment, the
charscter and volume of American foreign trade. It is recommended

that the State Department draw heavily on the business community
or operating eaderthp for program.

Investment Policy

1.

3.

On January 26, Secretary Acheson warned that "it is no solution
to say that 'private investors won't do it and therefore govern-

ment must,'" A formal declaration of investment Eclicg g this
government underlining act that there is NO ernative to
a he%ﬁﬁ flow of Erﬁate capibal is Lhe first essential to the
mo zation of private capital for an expanded deve Lopmental
EI‘GEE -

The declaration of policy might focus on three points: (a) The
availability of developmental financing for public works is to
be contingent on creation and maintenance of suitable conditions
for sound private investment in industries which can boost the
export capacity or reduce the import requirements of the borrowing
countries, (b) Government-to-government lending through the
Export-Import Bank is to be terminated and financing of govern-
mental requirements for public works is to be assigned to the
World Bank and private institutions. (c¢) Export-Import Bank
accommodation to exporters of capital equipment, on a shared-
risk basis up to 5-7 years, is to be expanded.

rivate ca

The second essential to effectiwve mobilization of

a minimum, in addition to the customary clauses:
That foreign investments will not be subject to measures which

are directly or indirectly discriminatory; (b) Adequate effective
and prior payment in the currency of the investing country, in

the event of expropriation or nationalization; (c) Maintenance

of a stipulated minimum flow of exchange for profit-remittances
even in the event of exchange stringency; (d) Acceptance of the
principle that investments are entitled to a fair return, as
protection against the risk of local operations being made
unprofitable through unreasonable encroachment by social and

tax legislation; (e) Freedom to employ attorneys-in-fact, managers,
agents, auditors, technicians, and confidential and key employees
without regard to nationality, and the right of such persons to
enter and remain in the country for specified periods of time
provided they do not belong to races whose immigration is pro-
hibited; (f) Freedom from obligatory participation of a specified
proportion of local capital or local directors, desirable as this
may be in some instances.

It should be emphasized that the various proposals that have been
made for guarantees on investments are no substitute for the
ereation of the suitable climate of investment which the bilateral
treaty is intended to accomplish. Priority should properly be
given the negotiation of satisfactory investment treaties of

fair treatment and good conduct.
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As a preliminary to the negotiation of these treaties, or

possibly as concurrent activity, the United States might
invite the under-deve d countries to establish Eiﬁﬁeral
commissions Lo study the obstacles Lo investment, With a view

to meking recommencdations to the respective govermments: 1In
that connection, the United States itself has in effect some
legislation which tends to restrict the flow of developmental
capital, such as tax legislation, and it might well consider
as a contribution to the general lifting of barriers to
investment the remission of taxes on earnings on foreign
operations.

It is supzested that the process of clearing up the obstacles
to investment could be accelerated if a sn group ol key-
countries were seiected for initial negot.ations. For instance,
the countries designated might be one Latin American country,
one colonial area, one non-colonial area outside the hemisphere.
The force of example might be a powerful one, especially in an
area like Latin America.

Tecinical Assistance

1,

A nmumber of U.S. Government cooperative programs in extension of
technical assistance for public services (health, education,

soil conservation, etc.) have established sufficiently satisfactory
records of performance to warrant expansion under Point IV. The
cost of expanding such programs from the present level of about
#20 million per year is not great, either in terms of the U, 5.
budget for support of our foreign policy or in terms of the
budgets of many of the under-developed nations. What is vital is
to develop an appreciation in these nations of the importance of
developing technical skills so that they will give suitable
priority to such expenditures in their omm budgets.

In the case of industrial know-how, the export of which started
long before the formal govermment programs of technical assistance
and has continued in increasing volume, it should be borne in mind
that this is a product which is being merchandised commercially
from the United States and which is an integral part of the
movement of capital abroad.. The flow of industrial know-how is
proportionate to the pace at which private capital can be attracted
to foreign countries. The greatest contribution that can be made
to acceleration of the flow of industrial know-how is improvement
of the climate for foreizn investment. Since industrial know-how
must continue to be furnished largely through private channels,

it might be desirable to arrange for industrial representation on
the ctate Department's inter-departmental coordination committee.
Countries which predizate their development upon the importation
of arts and industrial techniques, should provide private ovmers

of such assets with security comparable to that provided for
tangible property. This security should be based upon fair and
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comprehensive domestic legislation and administrative
procedures with reference to patents, trademarks, and
copyrights, and be implemented by adherence to the
established International Conventions on these matters,
and consistent observance of their standards of conduct.

Use of United Nations

1. The relationship of our foreign economic policy with the
activities of the United lations, its organs and specialized
agencies, is not a simple problem. As suggested above, its
solution depends upon a realistic estimate of the areas of
campetence of inter-governmental collaboration, and reliable
definitions of projected activities. Such programs should
be examined individually from the viewpoint of whether they
are economically valid, or in competition with or deterrent
to, developments or ventures for private account.

2. TIn the case of colonial areas, the colonial powers have a
primary responsibility and a primary interest in the direction
of the development which is likely to absorb most of the
technical assistance which they themselves are able to
contribute to a general program for the under-developed areas.
Consequently their contribution to a program directed by UN
might appear too small.

3. In other areas, the normal tendency would be to draw bilaterally
on the United States, since the overwhelming proportion of the
technical resources and the finanecing for such programs would

be furnished by the United States, It is imperative that a
top-heavy organizational structure be avoided in the furnishing
of technical assistance for the public services. This would
arguc for continuance of the avenues of assistance which have

proved successful in the U.S. programs in Latin America and
elsewhere.

L. In the case of industrial know-how, this already tends to
move bilaterally and directly from industrial corperations
and commercial vendors of kmow-how, often as part of the
investing process, This is true not only of knovi—-how
exported by the United States but also of the process of
industrial development stemming from most western European
countries. The sphere of activity for the United Nations in
this case is thms limited.

€. TIn the case of developmental surveys, the exact place for
hese survers will tend to be associated with the character
of the over-all activity contemplated. There a country is
engazed in bilateral examination with the United States of
the obstacles to private investment and of the possibilities
of a treaty of investment, it may be feasible for the United
States to consent to participate in joint surveys on a
bilateral basis, such as the Abbink survey of Brazil. On the
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other hand, where countries contemplate substantial programs
of borrowing from the International Bank for Reconstruction
and Development, experience points to the value of surveys
being conducted as closely as possible to the potential
fountain of funds.

6. The United States at present assumes about LOE bf the cost
of the work of the United lations agencies. It is desirable
that this share not be increased. If it is desired to
supnort more actively certain UN activity under Point IV,

a bulk contribution set apart from the ordinary budget of
the agency would be better than abandonment of the principle
of limiting the U, S. contribution to two-fifths of the

budget.

7. Even where the colonial powers perform the developmental
function bilaterally or where the U, S. finds it feasible
to act bilaterally, it might be desirable to have some
agency of UN function as a reporting center, with which all
bilateral activity would be registered and from which
periodical reports of the progress of the activity would
be made.

8. Consideration should be given to the possibility of having
UN undertake an educational function with respect Lo the
flow of capital. An agency of UN would be ideally suited
to educate the public in under-developed countries on the
contribution that can be made by private capital and on
the conditions necessary to attract it.
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In taking up today the guestion of economlc development
we are not embarking on a new subject. As a process, economic
development has been going on for centuries, It was an early
subject for United Nations discussions, at Hot Springs, at
Bretton Woods and at San Franclsco when the Charter was born,
We in the Economic and Social Council have had the question
before us since our first meeting, and we devoted particular
attentlion to it during 1948. The Economic and Employment
Commission, the Sub-Commission on Economic Development, the
regional commissions, and a number of the specialized agenciles
have discussed it urgently at considerable length. Already,
helpful experience has been accumulated by the United Nations
and the specialized agencies in connection with various
specific projects, Resolutions and recommendations previously
adopted contain valuable ideas and suggestions concerning the
central problems of economic development, some of its
specific aspects, and the poassibilities for constructive
action,

Economic development was the keynote of the discussions
in the Second Committee of the General Assembly in Parils a
few months ago., It was obvious that many delegations were
greatly concerned with increasing the effectiveness of the
United Nations in this field., As a result, two resolutions
were adopted by the General Assembly. One, growing out of the
general debate in the Committee, recommended that the Economic
and Soclal Council and the specialized agencies give urgent
consideration to the whole problem of the economic development
of under-developed countries in all of its aspects. The other,
proposed by Chile, Peru, Egypt and Burma, expanded the United
Nations program of technical assistance,

Few subjects which come before this Council excite the
imagination more than economic development, To many, these
words signify economic progress, more of the better things of
life for more people, fuller and richer lives, soclal better-
ment. These words capture the imagination of people every-
where, in the most developed industrial countries as well as
in those less developed or only partially developed.
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Our immedlate task 1s not the contemplation of goals but
the more prosaic discussion of means, What we have to consid-
er here 1s, in the language of the Charter, how to promote,
through joint and separate actlon, the conditions of economic
and social progress and development., Economic development
cannot be given to, nor can it be imposed upon, a country by
international cooperation, But there are practical forms of
international cooperation which can facilitate the process.
This was the realistic approach of President Truman in his
Inaugural Address a month ago., Because of its significance
to our present discussion, I shall quote his "Fourth Point"
in full:

"...we must embark on a bold new program for making
the benefits of our scientific advances and industrial
progress avallable for the improvement and growth of
underdeveloped areas,

"More than half the people of the world are living
in conditions approaching misery. Their food is
lnadequate. They are victims of disease. Their eco-
nomic life i1s primitive and stagnant, Their poverty is
a handicap and a threat both to them and to more pros-
perous areas.

"For the first time in history, humanity possesses
the knowledge and the skill to relieve the suffering of
these people.

"The United States is pre-eminent among nations in
the development of industrial and scientific techniques.
The material resources which we can afford to use for
the assistance of other peoples are limited, But our
imponderable resources in technical knowledge are con-
stantly growing and are inexhaustible.

"I believe that we should make available to peace-
loving peoples the benefits of our store of technical
knowledge in order to help them realize their aspirations
for a better 1life. And, in cooperation with other
nations, we should foster capital investment in areas
needing development. :

"Our aim should be to help the free peoples of the
world, through their own efforts, to produce more food,
more clothing, more materials for housing, and more
mechanical power to lighten their burdens.

"We invite other countries to pool their techno-
logical resources in this undertaking. Their contribu-
tions will be warmly welcomed, This should be a
cooperative enterprise in which all nations work
together through the Unlted Nations and its specialized
agencies wherever practicable. It must be a world-wide
effort for the achievement of peace, plenty, and freedom.

"With the cooperation of business, private capital,
agriculture, and labor in this country, this program can
greatly increase the industrial activity in other nations
and can raise substantially their standards of living.

"Such new economic developments must be devised and
controlled to benefit the peoples of the areas in which
they are established. Guarantees to the investor must be
balanced by guarantees in the interest of the people
whose resources and whose labor go into these develop-
ments. =
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"The old imperialism -- exploitation for foreign
profit -- has no place in our plans, What we envisage u i
a program of development based on the concepts of
democratic fair-dealing.

"a11 countries, including our own, will greatly bene-
£it from a constructive program for the better use of the
world's human and natural resources. EXperience shows
that our commerce with other countries expands as they
progress industrially and economically,

"Greater production is the key to prosperity and
peace. And the key to greater production is a wider and
‘more vigorous application of modern scientifilc and
technical knowledge.

"Only by helping the least fortunate of its members
to help themselves can the human family achieve the
decent, satisfying 1life that is the right of all people.

H "Democracy alone can supply the vitalizlng force to

. stir the peoples of the world into triumphant action, not
ohnly against their human oppressors, but also agalnst
their ancient enemies -- hunger, misery, and despair,"

Economic development, according to this concept, 1lnvolves
the production of more food, more clothing, and more mechanical
power to lighten peoples burdens. It involves a better use
of the world's human znd natural resources. Looked at in the
large, economlc development means the contlnuous improvement
and utilization of the resources and productive capacities
of a people for the benefit of the people., It applles to
farms as well as to factorles. It applies to intellectual
advancement as well as physical health., It applies to habils
of work and habits of lelisure, to the saving of capital and
to its provident investment.

The concept of economic development applies equally to
independent states and to dependent territories, which latter
category includes the ten trust territories and sixty-two
other non-self-governing territories, where lives one out of
every ten persons in the world today.

There are nco stereotyped patterne of economic development
applicable to all, or even to many countries. Different coun-
tries have different needs and different possibilities.
Development must take into account and, so far as possible, be
adapted to local resources, attitudes, social and legal
structures, customs and practices, In the poorer and less
developed areas a basic improvement in health, literacy and
vocational skills may well be prerequisite to increased
production and improved standards of living, It 1s also
likely that,' in many of tThe less developed areas, agriculture,
rural and small scale industry and transportation may stand
in most need of improvement. For the somewhat further
developed areas, priorities are likely to be quite different,
with emphasis on improvement in the functioning of goverrment
and increases in industrinl productivity.

Economic development is not limited to industrialization
-- 1ndustrialization in the narrow sense of manufacturing.
Surely, the development of manufacturing enterprises is
generally a necessary part of economic development but it is
not the whole, and often not the most important element.
Economic development embraces advances in agriculture, mining,
transportation, communications, power, and in the skills and
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capacities of the people. It requires the expansion of the
distribution system, and the full machinery required for the
exchange of goods. All these economle actlivities are
mutually reinforcing elements in the process of develop-
ment, but they are also competing claimants for the limlted
resources at hand, particularly labor and capital. For any
given country the wisest apportionment of scarce resources
among these elements varles, of course, with time and cir-
cumstance.

It is not true that countries can be sharply divided
into two categories, those which are "inherently"' manufactur-
ing countries and those which are "inherently" raw material
producing. If standards of living in the world are to be
substantially increased, it wlll be necessary to have a
wldespread development of manufacturing. The older indus-
trial countries could not, even with thelr large industrial
potential and under conditions of continuous full employment,
supply all the manufactures the whole world needs through
the channels of internatlonal trade. The League of Nations'
study "Industrialization and Foreign Trade", made this quite
clear. In the years 1926-29, two-thirds of the world's popu-
lation enjoyed an annual average supply of finished factory
goods of less than $7.00 per capita, while one-third of the
world's population enjoyed an annual average of $104 per
capita., If, during this same period, the less fortunate
two-thirds of the world's population wére to have enjoyed a
supply of manufactures equal to one-half the value of that
enjoyed by the more fortunate third, or $52 per capita per
year, without increasing their own production thelr imports
of manufactured goods would have had to be increased 16
times. This would have been equal to twice the annual value
of all goods entering into 'world trade.

It is clear that 1f these peoples are to enjoy a greatly
increased supply of manufactures, 1f thelr standards of living
are to be augmented beyond the bare necessities of 1life, the
world's manufacturing capacity will have to be greatly
expanded. Such a growth of manufacturing, which necessarily
will be gradual, will inevitably mean a much wider geographilc
distribution of 1industry. One cannot assume that the speciall-
zation which exists today among countrles ls the permanent
pattern. It may be a fairly rational pattern in the light
of present cost relationships, but it may not be so in the
light of future costs or future markets or of potentlal dis-
coveries of new resources and developments of new techniques.
The world 1s still young in the exploration of the resources
with which Nature has endowed it, and of the ways in which
these resources can be utillized. Many a country which thinks
itself poor in resources may find that by taking stock of
what 1t has it will discover capacitles now unknown. Every
countyy needs not only resources but resourcefulness, and in
many an instance 1t 1s the resoureefulness of a people that
creates a new resource.

The domestic problems of the economle development of a
country are numerous and difficult. They may involve
basic changes in the economic, political and social institu-
tions and habits. Most of the things that need to be done and
that can be done are either wholly or mainly within the con-
trol of the individual country and 1ts people.
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The habits and attitudes that have fostered economic
development have besn those of work, saving, and venturesome-
ness and adaptability. The need for work extends to all
groups. The working, self-dlsciplined business manager is
as important to the expansion of production as the self-
discipline and hard work of the farmer and laborer. Saving
is the basle for capital accumulation. It can take place
whenever people have hope and confidence in the future of
themselves and thelr country. Venturesomeness 1s perhaps
the most difficult of all new habits to acquire: the
farmer must be willing to abandon the habits of father and
grandfather and use new methods thaet appear to him to involve
risk and danger. Domestic capltal must be ventured in new
industry at home rather than put into real estate or into
strong boxes abroad. Wealth must be put into productive
enterprise rather than hoarded in Jewels and gold. There
must also be adaptability to changing concepts. 01d forms
of status and caste, archale systems of land tenure, and
resistance to science and technology may be holding back
economic development.

In addition to habits and attitudes, economic develop-
ment depends upon the normally unspectacular functlons of
government. They are an essential part of any program for
economic progress: the establishment of internal order,
security and justice; the creation of money, credit and
fiscal systems; the development of baslc systems of com-
munications and transportation; the spread of literacy and
higher learning in the arts and sclences; the provision of
basic health and social services; the assessment and pro-
tection of natural resources.

No country that aspires to economic development can
say that it cannot afford these duties of government. It
cannot afford not to educate 1ts children. It cannot
afford not to conserve the health of its people. It can-
not afford not to conserve the fertility of its soil. It
cannot afford not to glve aid and encouragement to art and
sclence. It is the function of governments aspiring to
economic development to establish and maintain the 1lnstitu-
tions which enable thelr citizens to become resourceful.

The bulk of the capital for economlic development has to
come from the people themselves. There are lmportant reascne
for this. In the first place, the amount of funds that can
conceilvably be made availlable for foreign investment will
fall very far short of the world's capacity to use capital.
Larger amounts of caplital have been moving across borders
since the end of World War II than at any time in the past,
but the demands far exceed the supply. Secondly, a country
which imported too large a proportion of its capital would
be faced for a long time with heavier carrying charges than
it can readily meet in foreign exchange. Many industrialized
countries including the United States have been developed
in part by foreign capital, but in every case, the bulk of
their capital investment is the result of thelr own savings.
These conslderations underline the importance for a govern-
ment to create a climate and devise institutions which will
stimulate and mobilize domestic savings, and will channel
these savings into productive investment.

Jr—
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The maintenance of the value of the natlional currency
is a normal function of government, but the process of rapid
economic development accentuates the problem of internal
inflation and external imbalance, Governments must develop
machinery to cope with these problems or risk the dissipation
of thelr development of programs,.

If national resources are to be more fully developed
there must be a broad market and continuous communication
established between village and town, country and city. The
absence of an adequate system of transportation and communi-
cations is in many underdeveloped countries the principal
bottleneck to advancement, The absence of adequate power
facilities may similarly be o significant obstacle to
economic progress. The benefits of transport and power
facilitvies are widely diffused throughout the whole economy.
Governments therefore have the responsibility for promoting
the development of these key public services.

Those are some of the unspectacular functions of gov-
ernment but they are basic, indispensable ingredients to
economic development. To perform these unspectacular
functions well requires, in many countriles, spectacular
changes in the attitude toward government and the habits of
government personnel. @Government cannot be a haven for
younger sons or an avenue for personal enrichment or a
private arsenal for military cllques, Effective govern-
ment requires continuity of effort by personncl trained in
the art of administration, devoted to the public service,
and scrupulous of the publliec welfare,

All this has been succinctly stated as a basic princil-
ple in the first report by the Sub-Commission on Economlc
Development, as follows:

"National development must be based primarily on
national resources and must come largely from the
effort of the people concerned,"

This must be fully understood. The bulk of the effort,
the drive, the organization, the planning and much of the
financing must come from the people themselves and from
thelr own governments.

Economic development can also be accelerated through
international action and cooperation. The freeing of inter-
national trade in goods and services from restrictions and
discriminations makes possible the expansion of the exchange
of the products of the less developed countries for the
capltal goods needed for development. International
migration has been and can still be an important means for
bringing skills and needed manpower to less developed areas.
The exchange of i1deas in the scientific and cultural fields,
as well as of information generally, may be in the long run
the greatest leaveners of economic development. The United
liations has not been idle in these fields, as witness the
Havana Charter for an International Trade Organization and
the General Agreement on Tariffs and Trade; the activities
of the International Labor Organization and the Internation-
al Refugee Organization and the forthcoming Conference on
the Conservation and Utllization of Resources.

However, the two international factors in economic
development which I wish to stress are international flows
of capital and international flows of technolcgy.
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The receipt of capital from abroad enables countries to
acquire more goods and servictes from abroad thaénm they can pay
for with current exports. Irrespective of its source, whether
from the proceeds of foreign borrowing or other advances, or
from the accumulations arising from past exports, such capital
serves to finance the excess foreign requirements of an
expanding economy.

All of us are aware of the mistakes that have been made
in the past in the use of such capital, not just mistakes of
Jjudgment, but improvidence and wastefulness that has actually
brought impoverishment rather than enrichment. Both govern-
ments and private investors shared in these mistakes 1n the
past, Fortunately, individuals as well as governments now
are wiser and more responsible,

American policy does not countenance use of capital
investment abroad for the purpose of exploitation., ASs Presi-
dent Truman said, "The old imperialism -- exploitation for
foreign profit -- has no place in ocur plans., What we envisage
is a program of development based on the concepts of democratic
fair-dealing.”

The United States has been supplying capital funds to
many countries in rec¢ent years -- through international
organizations such as the International Bank for Reconstruc-
tion and Development, through government agencies and through
private channels. The American economic system is predominant-
ly a private enterprise system and as a result investment,
even in many publicly-owmed projects, is principally the
function of the private capital market, subJject to limited
public controls and aids. We consider it natural, and desir-
able, to look to these same private sources to service the
foreign field as well, Yet though gross domestic private
investment amounted to $38.8 billions in the United States in
1948, private foreign investment amounted to only $0,9
billions. Nearly all this amount took the form of direct
investment abroad by American enterprises who were expanding
or starting operations in other countries. In light of our
present discussion, it is worthy of note that this form of
capital flow has certain advantages, since 1t carries along
with the capital a flow of experience and technical knowledge.

The need for a substantial international flow of capital
was recognized in the new post-war international machinery.
The International Bank for Reconstruction and Development was
established to provide an international agency whiech would
gather capital in various markets of the world and facilitate
the putting of thls capital to work in areas needing such
capital., We feel that the Bank has demonstrated that 1t can
perform a useful function and that it has not yet realized its
full potentialities.

It seems necessary to find still other means of encourag-
ing the movement of capital from one country to another.
President Truman recognized this nced when he said that "in
cooperation with other nations, we should foater capital
investment in areas needing development”’. For conturies,
capital moved in substantial amounte across international
boundaries. There was only one requirement -- that both the
supplier and the recipient mugt agree. Today, there appear
to be many barriers to the flow of private capital in
considerable quantities. The suggestion made by the President
is that some way be fourd whereby sufficient assurances be
given 80 that the existing obsatacles will be removed.
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The -importance of thls problem and the possibility
of its solutdon are closely related to the development.
of lncreased technical cooperation. I now turn, therefore,
to my second main point, the international flow of technology,
or as 1t has been called 1n the United Natlons, technical
assistance. 2

I have already emphaslzed that the process of develop-
ment involves a better use of the world's resources. This
may requlire capital, but it always requlres something more--
the knowiledge needed to put resources to work. Economic
development inevitably involves the use of better techniques:
in agriculture, health and education. Progress in industry,
transport, communications and other aspects of a modern .
economy can only come from the application of modern skills
and technology. I also emphaslzed that the primary require-
ments for development were institutions necessary to create
conditions for expanded production and capital accumulation.

The clear conclusion is that technical cooperation is a
bagic type of outside assistance whereby the under-developed
countries can be aided in their progress toward a better
economic life. To meet this objectlve the concept of tech-
nical cooperation must be broad in substance and in method.

It embraces such varied activities as training in adminis-
tration, in industry, and in agriculture; health programs,
broad technical missions, and the dispateh of individual
experts; experiment statlons; training fellowships and local
technical training institutes; dissemination of Information
through conferences, seminars, and publicatlons; provision
of laboratory materlal; demonstration services and equipment;
basic and voecational education; advice concerning particular
industrial and agricultural projects; the improvement of
fiscal systems; resource surveys and general assessment of
development potentialities; analysis of methods of production,
marketing and management; consultation on measures to combat
inflation or to provide for displaced workers; and adviee on
steps designed to mobilize domestic savings for constructive
investment.

The process of tcchnieal cooperation and interchange has
taken place in the past along many channels and through many
types of institutions._Immigrants have carried skills from one
area to another. Private enterprises have operated in other
countries. Engineers and advisers have been employed abroad.
Greet humanitarian enterprises like the Rockefeller Founda-
tion have carried knowledge to many areas. Professional _
persons have travelled widely and technical publicatlons have
distributed internationally the results of individual
selentific discovery. Foreign assistance has supported
schools, colleges and hospltals.

Many of these same channels can be further developed and
expanded. .So far as the United States 1is concerned, we feel
that every form and type of technical cooperation should be
encouraged. Similarly, at the level of intergovernmental
cooperation, the most appropriate method should be used,
whether bilateral or multilateral.

Here
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Here is a fleld in which genuine international coopera-
tion can expand and flourish. No country has a monoply of
skills, knowledge or available personnel. Certalnly the
United States has nc such monoply. The amount of technical
assistance will begin to approximate the need only if all
nations contribute to the joint effort.

There should be no simple division of suppliers and
receivers of technical assistance, for often one unders

‘developed area will be in a position to furnish useful

assistance to still less developed areas. In fact,
technical cooperation can be reciprocal and mutually
advantageous. It is an enterprise to which all can
contribute and from which all may benefit. Technical
cooperation is the direct opposite of imperialism. Its
aim 1s the development of intellectual and physilcal
self-reliance, and the conditions of basic economic
strength which enable under-developed countries to
resist foreign dominance or to cast off oppressive econo-
mic tles, if stch there are.

There is today a widespread demand in the United
Nations and the specialized agencles for increased pro-
grams in the field of technical cooperation. We all
realize of course that the programs and budgets of these
organizations are fixed for the current year and it 1s
obvious that there will be need for planning of such
expanded programs and perhaps revision of operating and
administrative procedures. Many countries are involved
and it will take time if the program 1s to be developed
on the basis of genuine international cooperation.
Obviously the program must have multilateral support and
participation. It is clearly our hope that there will be
general agreement to 1ift the process of technical
cooperation to a new dimension.

For its part the United States is about to embark
upon a broad program in the field of technical coopera-
tion in aid of economic development. As an essentlal
part of this program, the United States ls prepared to
work with other countries, through the United Natlons
and the Specialized Agencles whenever practicable, in
bringing about an expansion of actlvities in this fleld.

In
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In order to crystallize discussion in the Council, the
United States 1s submitting a resolution incorporating three
proposals.

First, I suggest that the Secretary-General, working through
the Administrative Committee on Coordination so that all
interested Specialized Agencies can participate, be asked to
prepare, for consideration by the Council at its Ninth Session,
a concrete program for enlarging the activities of the United
Nations and the Specialized Agencies in the field of technical
asslistance for economic development. The report should also
bring to the attention of the Council important problems such
as the availability of competent experts and suggestions as to
possible priorities among types of projects. In order to avoid
overlapping, consultation should be held with the Organization
of American States and with those countries or groups of coun-
tries which are already carrying on substantial programs in
this fleld.

Second, I suggest that the report cover ways and means for
arranging for financial expansion in connection with such
projects. The regular budget contributions are based on a
fixed percentage. We would hope that there could be some ex-
pansion in the regular budget for this type of activity. How-
ever, and beyond that, consideration should be given to the

establishment of special projects budgets which would permit
?ecial contributions for purposes of technical cooperation

8
within the United Nations,é or within the Unlted Nations
R R e R R T
of goods, services and local currency. In order to safeguard
the cooperative nature of the enterprise and the international
character of the organization sponsoring it, no one country
should be expected to assume all or most of the financial
burden of the expanded program.

Third, I suggest that the report also inelude recommenda-
tions for the coordination of planning, execution, and control
in this field. I have already stressed the importance of con-
current projects. Obviously, there must be =ome method of as-
suring comprehensive and coordinated planning and action among
the various agencies concerned in carrying out technical assis-
tance programs.

It will be for the ninth Session of our Council to review
the documentation to be submitted and, I hope, to formulate
recommendations for decisive action by the General Assembly and
the Specialized Agencies.

The timetable for the attainment of these objectives of
economic development is measured in decades, not in years. The
reorlientation of the way of life of millions of people can come
only gradually. However, with a bold new program of technical
cooperation the United Nations can hasten glgnificantly economic
development,

There is needless suffering in the world today and discon-
tent and unrest which spring from it. The time is now to em-
bark upon a program which will raise the gpirits of men and
give them new hope.



STUDY URGED TO AID BACKWARD REGIONS

World Group Asks President to Name Committee for Help
to Underdeveloped Areas
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“ould Work Out Policy
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Will “omprise Govermment, Financial, Pusiness Leaders
to Implement Program
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Recommendation was made yesterday to President Truman by the United States
Council of the International Chamber of Commerce that he appoint a committee
of Govermment officials and business and finaneial leaders to explore the whole
field of implementation of Point 4 of the Presidant's inaugural address. Point
4 calls for a "bold new program"™ for the development of underdeveloped areas
of the world.

The proposed committee, the couneil stated, would make policy recommendations
"to stimulate a free flow of private capital investments at an international level.™

The eouncil, heretofore known as the United States Associates, made public
its report om "Intelligent International Investment." In discussing this report,
Werren Lee Pierson, chairman of the USC-ICC Committee on Business Participation
in Foreign Economic Development, said:

REFERS TO TRUMAN PROGRAM

"fhen President Truman in Point 4 of his insugural address called for a
bold new program to develop underdeveloped areas of the world, he referred to
the necessity of having private cepital investments. We believe that American
business men should be ready end ere enxious to take the initiative in develop-
ing en expanding world economy when the necessary temporary measures such as
the European Recovery Program go out of the picture in 1952."

The USC-ICC report lists eight points which the orgemization believes are
elements of an integrated program for achieving the goal of an expanding world
@conomy :

n] Apn unequivocal statement on the part of the United States Govermment that
it does not itself intend to supply, end in fact cannot supply, foreign
countries with the technology and capital which they require to develop
their resources and skills; that it looks primarily to private enterprise

to provide these things; end that its efforts will be concentrated on getting

maximum private participation in the program.
CREATTON OF BUSINESS CLIMATE

"2, Creation of a business climate in other countries which will be attractive
to private investment.
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m3 Toint govermment and business exploration, in the light of their many
pitfells, of verious govermment inducements to privete foreign invest-
ment, especially govermment guerantees or insurance of investment risks.

», Long term goverment contracts for the purchase of strategiec raw
materials.

' m5 Eliminetion of burdensome texation on foreign investments.

m6 Stetutory registration of agreements between United States business
interests eand foreign business interests for the exchenge of methods
and processes under immunity from punitive provisions of the anti-trust
laws.

»  Uoyermment loens for closely circumscribed types of projects under
private execution in order to increase opportunities for privete invest-
ment in foreign countries.

"8 Technicel missions to foreign countries under govermment suspices to
advise on cerefully selected development projects."”

H., J. Heinz II, chairman of the USC-ICC, explained the change in the
t:na of the orgenizetion in order to emphasize its international character.
added:

nThe two reports we are meking public today and which we have submitted
to President Truman end other Govermment officials are in greet part =
conerete example of the kind of program we intend to push.”

Teken from THE NEW YORK TIMES
of Tuesdey, April 26, 1949
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Thréaie_aj_ﬁ-Waich Industry | V
Seen in Tariff Policy k=

By the Assccioted Press
_* CHICAGO, May 21.—An Amer- Capis
fean watch manufacturer said tn-@’".f{:.
day that an “inadeguate, obsolete
and unrealistic tariff* on watch fﬁﬂ‘u‘

imports is  undermining the ;:“?";.%2
American watch Industry’s ability m I
7 to meet possible war emergency Wer'
demands. ax

James G. Shennan, president of  Am
the Elgin National Watch Co.,|Unl
told the United Horological As- ‘%f
m:iatlun convention that “tariffs Fir
watches were reduced in maa.g
by approximately 35 per cent. &
“In addition to this deliberate
reduction, other factors have
greatly reduced the protection|:
t was intended by the 1;35%

“frade agreement with Switzerland,|
luding devaluation of the
‘Bwiss franc and an almost 100
per cent Inflation since 1936." "
He said labor rates in Switzer-|
land were only about 40 per cent ch
of wages in the United States.
- "Inmuchuthnmtutthek
watch movement is almost entirely en
labor, the American Industry has
not been able to offset this great N
disparity in labor costs despite;
extensive technologieal improve-| WAS
ments and greater operating eM- con
clency,”" he said. ma
“At the present time the im- of
porters’ profit ratios are in some i
cases double those of the domes-| ¥
tic manufacturers.” qur
“If war strikes again,” he said, %"
“the American Industry will be D
asked to supply not only a much T
- greater volume of military timing|!
devices than it produced in World |
 War II, but civillan timepleces as
well because it is not contem-
plated that any could bo,.u-
ported.”
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