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CURTIS J. HoXTER, INC.

FIVE TWENTY-SEVEN MADISON AVENUE

NEW YORK 22, NEW YORK
TELEPHONE CABLE ADDRESS:

PLAZA 1-2850 "CURTHOXTER NEW YORK"

October 26, 1959

Dear Mr. Black:

I was rather fascinated by the short article carried by the London

Economist recently under the headline "International Investors'

Institute" in which the Economist makes quite a case out of your
suggestion before the Governors of the World Bank "that there

should be a place for an entity made up exclusively of private

international investors from all countries."

I am rather fascinated by this thought and, according to the

emphasis that the London Economist has given, you are attributed

a$ having followed the general point of view that another

Investors' Protectionist League be set up. I feel that there is

a need in general -- and I am sure you will agree -- to publicize

what is being done and the conditions that are being provided for

private investment. For this reason I would very much like to get
your thinking a bit further along these lines. As you know,
because of our International Chamber of Commerce background and

the general specialization in the field of international economic

relations, this is a subject matter that is very dear to my heart,

and, therefore, I would most appreciate having an opportunity to

talk with you about this sometime in the near future. In the
meantime, a general expression, which, of course, I shall keep
private and personal, would be most appreciated.

Kindest regards.

,dially,

Curtis J. ioxter

Mr. Eugene R. Black
President
International Bank for Reconstruction

and Development
1818 H. Street N. W.
Washington, D. C.

WASHINGTON, D. C. OFFICE: 1025 CONNECTICUT AVENUE, N.W.-TELEPHONE: EXECUTIVE 3-5161
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HERMANN J. ABS FRANKFURT (MAIN), 20 October, 1959 F.
JUNG HOFSTRASSE 5 -11

TELEFON 20231

Mr. Eugene R, Black

President,

International Bank for

Reconstruction and Developnent

1818 H Street, N.W.

Washington 25, DC.

Dear Mr. BlacR:

I have followed with great interest the Annual Meeting of your

Bank and of the International Monetary Fund and, in particular,

your report on the activities of the International Bank during

the last business year. Again your Bank has contributed

to a large extent to assisting the underdeveloped countries

in their policy of ouilding up their economies. But as

you and others nave indicated, there are quite a number

of developmnent projects which cannot be financed in the

usual way, that is with hard currency loans and, therefore,

the idea of setting up an "International Development

Association" has been discussed widely during the Annual

Meeting. I am very pleased that this organisation, should

it be realised, will be administered by the staff of your

Bank. This would, indeed, be a safeguard against utilizing

the envisaged "soft loans" to the disadvantage of the re-

ceiving countries and of the normal bank credits, both

public and private. To -y mind, the Articles of Agreement

of the new institution should ae set up accordingly which is

an extremely difficult task. But I am convinced that under

your guidance these Articles will be made absolutely

"watertight", so that endeavours of the underdeveloped countries



to switch over to the instrument of "soft loans" for the

financing of projects which could be carried through under

normal banking conditions, can be prevented effectively.

My opinion is that "soft loans"' of the envisaged kind

should be restricted exclusively to purely infra-structural

programs.

During your address you raised the question whether the time

has not come to establish an entity embodying private investors

of all countries the task of which would be to find out ways

and mneans for promoting private investments abroad.

According to your statenent this organisation could also

contribute to settle differences between governments and

foreign private investors, I think that this proposal of

yours is an excellent one because coordination among

private investors within the capital,-exporting countries

in matters of assisting the underdeveloped countries through

private means is badly needed. I would be very much interested

to hear from you more details of your proposal, When you

referred to the differences between governments and foreign

private investors, did you also think of disputes arising

out of governmental encroachments on foreign rights and

interests which, as you know, are being dealt with in the

multilateral convention for the protection of foreign invest-

ment abroad as proposed by our Cologne Society, Lord

Shawcross, and other experts in this field ?

I still think this problemn is an extremely important one, and

I understand that OEEC and also the Common Market

Organisation are endeavouring to find an approprialesolution

along the lines of our ideas, But even if these endeavours

will prove successful, I think it is most important that the

k -3-
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United States Government joins in these efforts which they

have not done so far, But I am convinced that if the Inter-

national Bank would foster these ideas within the organisation

envisaged by you, this would contribute very much to

bringing about a satisfactory solution of this common problem,

Dr. Krebs conveyed to me your regards, I am very grateful

to you that he had the possibility to talk over with you and

Mr. Sommers probleiis of mutual interest, I shall send

you the statistical data on the re-purchasing of the recent

World Bank D-Mark bond issue as soon as they are completed.

With kind personal regards,

Yours very singr



s. .... .....
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0. M. E. LO UPA R T
HUIZE ,WILGENAKKER"

KANAALDIJK Z. 7 EINDHOVEN, October 1st, 1959.
(HOLLAND)

Eugene Black Esq.,
President of the
"World Bank",

W as hing ton

Dear Mr. Black,

In your many world-wide peregrinations for

improvement of the human conditions, I have followed you

through the years since the war with great interest and, with-

out flattery, with sincere admiration.

Not only in my own work in so many countries

of the globe did I get aware of your penetrating healthy work,

but also did I always -- perhaps owing to our war-time friendship -

follow with attention the orientation, which the press of the Free

World published from time to time about your globe travels.

I now see that in the yearly conferences of the

World Bank, held in Vashington, you have ventured the plan of

an international organization of private investors with some of

the main features to be taken care of in such a plan.

Perhaps that you know that I have retired from

the daily work in the Management of the Philips Company, to which

I, naturally, still belong as a Member of the Board. If you think

some of my world-wide experience and friendly relations could be

useful to your international new plan, please do not hesitate to let

me know, since I feel that strengthening of the Western World and

all the uncommitted countries is a task, to which everybody wita

good senses should give his utmost assistance.

The last time we met in Washington,during

President Eisenhoweris inauguration festivities,was too short

for a thorough exchange of views. When in Holland during one

of your journeys and not too much absorbed by official duties,

you are always welcome at "Wilgenakker".

With ki regards,
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Wekelijks verschijnend tijdschrift, ten doel hebbend beleggers te beschermen,
hen in algemene zin voor te lichten en een doelmatige belegging van par-
ticuliere besparingen te bevorderen. Het bevat tevens de officidle mededelingen
van de Vereniging Effectenbescherming (waarin opgenomen werd de Vereniging
van Fondsenhouders) gevestigd te 's-Gravenhage en van het Nationaal Bureau

voor Beleggingsstudieclubs in Nederland, gevestigd te Amstelveen.

3e JAARGANG Zwuk betoog
NUMMER 22

3 OKTOBER 1959 Het is ongetwijfeld nuttig geweest dat het tweede kwartaalbericht van de
Nederlandse Handelmaatschappij voor een deel gewijd werd aan de kwestie
van de uitvoer van Nederlandse effecten. Dit verschijnsel heeft inderdaad in de

UITGAVE VAN DE N.V. KONINKLIJKE laatste jaren een grote omvang aangenomen en er is hier veel discussie over
NEDERLANDSCHE BOEKDRUKKERIJ gevoerd. Het artikel bevat veel nuttige cijfers en is een poging het verschijnsel
H. A. M. R O E LA NT S - SC H I E D A M in zijn geheel en in zijn voornaamste consequenties te overzien.

0 Het is alleen jammer dat hierbij het duidelijk waarneembare streven voorop

HOEFLOO 9A,R A REN N.H LANGE gezeten heeft de vrije effectenuitvoer cofite que cofite te verdedigen en de kritiek
daartegen te weerleggen. Dit heeft de overzichtschrijver er toe verleid conclusies
te formuleren die veelal de feiten weerspreken die hij zelf aanvoert en ander-

VASTE MEDEWERKERS: DRS. A. BLUMER.
J. BOTTINGA, W. VAN GORCUM, C. D. zijds argumenten van twijfelachtig allooi te berde te brengen.

MR. JR. A. . QUINT, j VAN RAE Het bericht erkent dat de uitvoer van effecten, in de laatste jaren, in de
H. G. J. SALFISCHBERGER, DR. C. M. E. praktijk voor de Nederlandse zijde nadelig is geweest. Zo lijkt het hem waar-
VAN SCHELVEN, MR. A. A. H. DU TOY
VAN HEES, MR. GERH. VFRBURG. J. E. schijnlijk dat vele Nederlandse effectenbezitters, die in de afgelopen jaren

VERWAYEN, J. TH. WAGENAAR. hun stukken verkocht hebben tegen aanzienlijk lagere beurskoersen dan de
• noteringen, die naderhand tot stand gekomen zijn, ,,door onmeetbare on-

DE REDACTIE STELT ZICH NIET AAN- lustgevoelens geteisterd worden". Veel van de opbrengste van die verkoop
SPRAKI GEZONDEN TKKD VAN moet in obligaties zijn herbelegd. ,,Onder die herbeleggers zullen er wel zijn,

die zich de haren uit het hoofd trekken". Dat is altijd het geval bij beurs-

OVERNAME VAN INHOUDSGEDEELTEN transacties, zo gaat de schrijver voort, maar het ongeluk wil dat in dit geval
STAATVRIJ,MITS MET BRONVERMELDING de tevreden tegenpartij ,,in het buitenland is gevestigd". Inderdaad is de koop-

• kracht van de gulden, in de periode 1952-1958 met 22%. gedaald. In de Ver-
Zie voor abonnementsprijs enz. pog. 15 enigde Staten daarentegen is de koopkracht van de dollar in dat tijdvak slechts

met 600 gedaald. Daarentegen steeg de algemene beursindex van aandelen
(van het A.N.P.) van juni 1955 tot juni 1959 met ongeveer 450%.

Deze vervanging van aandelenbezit door obligaties in de particuliere sector
Emissie Verblifa geslaagd... is evenwel ook gepaard gegaan met een vervanging van obligatie-schuld door

aandelenschuld wanneer men de Nederlandse volkshuishouding in haar geheel

beziet.
Dit gebeurde doordat het ministerie van financi~n gebruik heeft gemaakt

van de grote stroom van deviezen (vooral dollars), die de verkoop aan het
buitenland van Nederlandse effecten heeft opgeleverd, om een gedeelte van
de Nederlandse buitenlandse dollarschuld vroegtijdig af te lossen of over te
hevelen naar het binnenland. Ook deze vervanging is nadelig, hetgeen de

I N H O U D:
Zwak betoog ................................. 1 Conflieten met de fiscus ......... ,..... 12
Terzijde ....................................... 2 Aandeelhoudersvergaderingen ......... 13
Het ,,Holland Organising Centre" 3 Senembah.
Kris Eras: Chemische fabriek Rn e.Vigugnarc

.... maar de aandeelhouder Naardea.n.C . ....... 5 koNed. Vliegtuigenfabriek

ingebliki! Criteria voor groeifondsen......7-
W alln riet i o g eln cht 8 Jaarverslagen ................................. 14

Over de Balie ................................. 10 Vragen van lezers ........................ 1
Amsterdamse Effectenbeurs ......... 11 Beursallerhande ........................... 16
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overzichtschrijver niet nalaat uitdrukkelijk te vermelden. investeringen in Nederland ten bedrage van ca. f. 900 miljoen
Maar de deviezenaanwas werd niet alleen benut voor het bijkwamen. Men ziet dat beide actief- en passief-posten

delgen van buitenlandse schuld (met enige andere overheids- elkaar, over die periode, ongeveer dekken.
posten tot een bedrag van f. 1341 miljoen in de periode 1952- Al erkent de schrijver, dat de schuldaflossing, zoals hier-
1958). De deviezen werden ook gebruikt om vanuit Nederland boven uiteengezet, een nadelig aspect vertoont, hij vindt in
beleggingen en investeringen in het buitenland te financieren deze cijfers over het algerneen cen geruststelling ten opzichte
tot een bedrag van ca. f. 2400 miljoen. Ter vergelijking diene, van de ontwikkeling van de totale Nederlandse vermogens-
dat de totaalopbrengst van de effectenverkoop (alles in de- positie in het buitenland.
zelfde periode) ca. f. 2800 miljoen was waar nog buitcnlandse Hiertegen moet evenwel worden aangevoerd, dat deze

geruststellende kijk zeer belangrijke kanten van de zaak
veronachtzaamt.

In deze periode heeft allereerst een zeer belangrijke ver-
mindering van de buitenlandse vermogenspositie van Neder-

'''' .land plaats gehad, nt. in Indonesi5. Daarbij is waarschijnlijk
slechts een klein deel van de bovenvermelde kapitaaluitvoer

Onze belastingwetgeving wordt gedurende de verloren gegaan; maar over het geheel genomen valt aan te
laatste jaren omgord door een warbos van voor- nemen, dat het saldo van de buitenlandse vermogenspositie,
schriften onder verschilende benamingen met na- over deze periode, later als sterk passief zal worden geboek-
dere of zelfs van de wet afwijkende regelingen. staafd.

Zo is het Besluit op de Vennootschapsbelasting Voorts heeft de kapitaaluitvoer grotendeels plaats gehad
bijgewerkt o.a. met een ,,achtste aanvullingsbe- via de internationale concerns. Dit blijkt bijv. al uit het feit,
schikking". Met ingang van 13 augustus 1957 dat van het totaal aan Nederlandse investeringen in het
(derhalve onder het vorige regime) werd deze bij buitenland, van 1952-1958, ten bedrage van f. 1730 miljoen,
Ministeri~le Bescbikking gewijzigd: voorlopIge f. 910 miljoen voor rekening komt van bet ene jaar 1958 en
aanslagen in de Vennootschapsbelasting worden dit cijfer komt bijna uitsluitend voort uit de buitenlandse
opgelegd nadat zeven maanden van een boek- bestemming van de opbrengst van de emissie van de Konink-
jaar verstreken zijn en worden gebaseerd op lijke in het begin van dat jaar. Nu kan men moeilijk meer,
een belastbaar bedrag van 34 van dat van het vo- althans uitgaande van het aspect waar het hier om gaat,
rige jaar. Tevoren gold de helft in plaats van drie- n.l. het profijt dat aan deviezen aan Nederland toevalt uit
kwart en werd de aanslag eerst na 9 maanden op- hoofde van beleggingen in het buitenland, de Koninklijke
gelegd. Nu bepaalt artikel 5, 6de lid, dat een voor- als cen Nederlandse onderneming bcschouwen. Volgens
lopige aanslag in de Vennootschapsbelasting de laatste gegevens is nL 65% van het aandelenkapitaal van
binnen cen maand moet worden betaald, reeds de Koninklijke in buitenlandse handen, hetgeen betekent,
krachtens de in 1951 opnieuw vastgestelde achtste dat deze laatste ook de vruchten, in hun deviezen, plukken
aanvullingsbeschlikking. van de buitenlandse investeringen van de Koninklijke. Het

Deze betaling binnen de maand is voor vele is niet gewaagd te veronderstcllcn - wanneer men ook reke-
ondernemingen een strop. Dikwijls moet het bank- ning houdt met het aanzienlijkc buitenlandse bezit van Uni-
krediet tot het uiterste worden opgenomen en ko- lever- en Philipsaandelen - dat door rekening te houden
men andere betalingen in het nauw, vooral als met deze factor de helft van bovengenoemd cijfer van f. 1730
de winst terugloopt, terwijl 34 van het vorige miljoen moet worden afgeschreven als niet ten bate van dehiarbedrag de grondslag is. Nederlandse deviezenkas.

De Reclitbank te Amsterdam heeft bij vonnis Een ander aspect
van 7-1-'59 beslist dat die invordering binnen een Er is ook een ander aspect dat volledig verwaarloosd wordtmaand strijdig is met de Invorderingswet van 1845. door de schrijver van het overzicht van de N.H.M.Wic protesteerde en bij de Ontvangers toepassing Dit is nl. de vervanging van het dollar-actief waarop Neder-van de Invorderingswet en betaling in minstens land in de sector van de buitenlandse beleggingen steeds heeftvijf maandteimijnen vroeg kreeg nul op het re- kunnen bogen door cen passief in deze sector waartcgen danquest. een stijging van het beleggingsactief in niet-dollar geldsoorten

Op vragen van het Kamerlid de heer Janssens, staat. Er is in deze kolommen reeds gewezen op de voortgaande
verslechtering van onze dollar kapitaalopbrengsten-balansheeft thans de Staatssecretaris van Financien, Dr. (zie ,,Beleggers-Belangen" van I I oktober 1958). Deze ont-

Van den Berge, medegedeeld, dat aan de Ontvan- wikkeling werd in 1958 versluierd door cen aantal incidentele
gers de instructie is gegeven op verzoek van de verschijnselen maar zal ongetwijfeld in de komende jaren in
belastingplichtigen de Invorderingswet toe te pas- steeds versterkte mate duidelijk aan het licht treden. Voor het
sen. Maar. .... onder voorwaarde, dat rente be- moment, in deze periode aan convertibiliteit, leidt deze ont-

wikkeling niet tot acute storingen. Over enige tijd zal evenweltaald moet worden als de Staat in hoger beroep of bet nog steeds grote dollartekort van Nederland op de lopende
cassatie aisnog gelijk krijgt in de procedure ge- rekening van de betalingsbalans, vooral wanneer de kunst-
voerd voor de Rechtbank! matige stroom van dollars op de kapitaalrekening opdroogt,

onze deviezenautoriteiten ongetwijfeld weer voor grote moei-
Beter dan deze eventuele renteheffing lijkt ons lijkheden stellen. En dan wordt het negatief saldo van dein dat geval een wetswijziging, waardoor wille- kapitaalopbrengstenbalans in de dollarsektor, zelfs slechts als

keurige veranderingen van de waarborgen, die de bijkomstige factor, een last te meer.
Invorderingswet aan de belastingplichtigen geeft, De schrijver van het overzicht wil vooral de ongerustheid
door voorschriften buiten de volksvertegenwoordi- over de effectenverkopen wegnemen met het argument, datging om onmogelijk zouden worden gemaakt. indien de opbrengst maar produktief wordt gebruikt, men geen
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reden tot pessimisme behoeft te hebben. Hierboven werd
reeds aangetoond dat de herbelegging in het buitenland geens- VAN HAFTEN & Co
zins enige geruststelling rechtvaardigt. Wat nu de investeringen Damrak 80-811[ Commissionnairs in Effecten Amsterdam-C.
in het binnenland aangaat is dit ook niet het geval. Het blijkt Tel. 45407 - 46364 - 49608 - 65892

ni. dat de toestroom van kapitaal uit het buitenland weinig
of geen invloed uitoefent op de omvang van de binnenlandse Alle effeetenzulf e
produktieve beleggingen. Het is bekend, dat deze zich in Beursbericht o aanraag verkrigboar

1958 - en een groot deel van 1959 - op een veel lager niveau (Advertentic)
hebben bewogen dan in voorgaande jaren niettegenstaande
het feit dat juist in 1958 de effectenuitvoer (inclusief de buiten- nationale welvaart omdat hierbij de toegevoegde waarde en
landse deelneming aan de emissie van de Koninklijke) een de benutting van de meest waardevolle elementen van het
topbedrag bereikte gelijk aan ca. 44% van de totale opbrengst arbeidspotentieel (inclusief het intellect) en van het produktie-
in de jaren 1952-1958. Dit is ook wel begrijpelijk omdat de apparaat het grootst zijn.
totaalcijfers aantonen dat de opbrengst opgesoupeerd werd En waardevoller dan het schip of de machine, die wo;dt
door herbelegging in het buitenland en schulddelging (globaal uitgevoerd is de scheepswerf en de machinefabriek, die we]
gezien) en in belangrijke mate door herbelegging in obligaties degelijk in het land blijven, met inbegrip van de winsten. Bij
(individueel bezien). In dit verband doet het bijzonder vreemd een fabriek, die in buitenlandse handen is geraakt vloeit even-
aan dat de overzichtschrijver als bijzonder geruststellend het wel de winst naar het buitenland, genieten buitenlandse leve-
verschijnsel kenmerkt dat in 1958 de inflatoire werking van de ranciers dikwijls voorkeur terwijl het gevaar niet denkbeeldig
kapitaaltoestroom uit het buitenland opgevangen werd door is, dat de buitenlandse belangen die de produktie dan kontro-
het deflatoire effect van de sterke vermindering der binnenland- leren op een kwade dag kunnen besluiten die produktie te
se investeringen. Enerzijds beveelt hij dus aan de opbrengst verminderen of bet bcdrijf zelfs geheel op te heffen. Dit gevaar
van de effectenuitvoer produktief te besteden, d.w.z. vooral klemt temeer wanneer men rekening houdt met het feit dat
in het binnenland meer te investeren en anderzijds verheugt door de overzichtsschrijver zeif wordt vermeld, nl. dat de
. ij er zich over, dat men juist minder heeft geinvesteerd toen aankopen van de voornaamste Nederlandse ondernemingen
die stroom een hoogtepunt bereikte! Hier heeft de tendens van hoofdzakelijk werden verricht door een klein aantal grote
de schrijver om ,het allemaal maar niet zo erg te vinden' beleggers in bet buitenland. Daarbij hebben dus ongetwijfeld
hem duidelijk parten gespeeld, hetgeen ook zijn weerslag ook overwegingen van machtsuitbreiding en concentratie
vond in het twijfelachtig argument over de aard zelve van de gespeeld. Het valt te vrezen, dat wij dit in de praktijk, in de
effectenuitvoer waarmede hij de lezer at dadelijk in het begin komende jaren, aan den live zullen ondervinden. Reeds spelen
van het artikel te lijf gaat. Hij tracht daar het argument te zich op dit gebied voorgevecbten af van een strijd, die, zoals
ontzenuwen, dat bij effectenverkoop ,de vrucht met boom en men weet, in Engeland reeds grote vormen heeft aangenomen
at wordt verkocht". Hij beweert dan dat bij verkoop van en ook aan onze oosterburen niet onbekend is.
schepen en fabrieksinstallaties de ,,liquidatie nog veel radi- Men weet, dat de uitvoer van effecten nzijdig wordt be-
cater" zou zijn, omdat deze produktiemiddelen dan bet land vorderd door de regelingen op dit gebied, die vergeleken
uitgaan en hier geen werkgelegenheid opleveren, terwijl de k
ondernemningen waarvan de aandelen in buitentandse banden k~nnen worden met een klep, die slechts vanuit 66n kant wijder
ojnderemnge wan deb maandielen n bieandse hnen- open kan worden gesteld. Voor de staat, naast de vele goede
zijn geraakt dan toch maar bier blijven, arbeiders werk ver- redenen die hiervoor worden opgenoemd, heeft dit ongetwij-
schaffen en bijdragen tot produktie en export. feld het voordeel, dat zij, door de bevordering van kunstmatige

Dit is wel een zeer grove - en gevaarlijke - vertekening van deviezeninkomsten, een aantal problemen uit de weg kan gaan,
economische realiteiten. In de internationale ruilhandel be- die zij liever vermijdt, maar daarvan de pijnlijke oplossing
hoort de produktie en uitvoer van kapitaalgoederen juist slechts opschort. Nederland wordt er evenwel door geschaad.
tot de activiteiten, die relatief het meeste bijdragen tot de B.

Ilet ,,Holand Organising Centre"
wil ook de aandeelhoudersvergaderingen wat ,,jeuiger"!

In een van de riante panden aan het statige Lange voor ons blad vertelde, het voorbereiden en organiseren in
Voorhout in Den Haag, is sedert kort de N. V. Congres- Nederland van nationale en internationale congressen -
bureau ,Holland Organising Centre" gevestigd onder met de hotelaccommodatie, het regelen van de noodzakelijke
de directie van Mr. A. Cronhein. en gewenste uitstapjes en eventueel tolkendiensten incluis -

Deze was hoofd van het congresbureau der geneente en andere bijeenkomsten, waaronder bv. aandeelhouders-
's-Gravenhage, doch hj heeft onlangs de gemeentedienst vergaderingen. ,,Eveneens willen en zullen wij ons bezig
verlaten om zin wieken wijder uit te slaan. Zjn werk- houden met de organisatie van bijzondere evenementea, zo
zaamheden beslaan nu een reel uitgebreider veid, want ging de heer Cronheim voort, zoals bv. de viering van jibilea
in tegenstelling tot zjn vroegere werkkring die zich van maatschappijen en ondernemingen, firma's en zaken,
nit de aard der zaak tot Den Haag beperkte, kan hij tewaterlatingen van schepen enz. maar ook rekenen wij tot
thans zijn activiteiten overal in Nederland ontplooien. onze werkzaamheid de regeling van de ontvangst en het

verblijf in ons land van binnen- en buitenlandse gasten.
De doelstelling Wanneer een of andere ondernemer een relatie of gast uit

Het doel van het ,,Holland Organising Centre" is in de het buitenland ontvangt en deze zijn bedrijf en installaties
eerste plaats, zoals de heer Cronheim in een speciaal interview wil tonen en hem eventueel ook andere interessante obj.cten
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in ons land wil laten zien, dan is het in vele gevallen niet wel stellen. De zakelijke aangelegenheden die op dergelijke ver-
doenlijk om zich vrij te maken en zo'n gast te vergezellen. gaderingen worden besproken, zijn uitsluitend zaak van de
Dit is natuurlijk een tijdrovende bezigheid en om tijd en daar- directie en commissarissen. Maar ziet u, die aandeelhouders-
door geld te sparen, kan ons bureau voor een doeltreffende vergaderingen zijn, met wellicht enkele uitzonderingen, ver-
en tiptop rondleiding zorg dragen." velend en te plichtmatig. Het zijn geen ,,levende" bijeen-

komsten, behalve wanneer er onenigheid heerst of andere,,Hoe is u er toe gekomen om uw congresbureau op te moeilijkheden zijn.
richten," zo vroegen wij.

Mr. Cronheim antwoordde prompt en slagvaardig: ,,Omdat Wat er gedaan kan wordenons gebleken is dat daaraan behoefte bestaat. Het bedrijfs- Wij kunnen ons belasten - aldus Mr. Cronheim - met
leven kan, naar mij duidelijk geworden is - en dit geldt adviezen inzake de voorbereiding en de organisatie van aan-
natuurlijk eveneens voor grote verenigingen en bonden - deelhoudersvergaderingen, de bepaling van tijd en plaats.
er wel bij varen, indien een gespecialiseerde en deskundige Maar vooral menen wij dat de aandeelhoudersvergaderingen
instantie zich in volle omvang kan bezig houden met de aantrekkelijker gemaakt kunnen worden, door bv. een goed
organisatie van congressen, rondleidingen enz., met al hetgeen anitej gemaakt voorubv.een goet
daarbij komt kijken. U moet trouwens niet vergeten dat goed inzicht te geven m de vooruitgang en ontwikkeling van het
georganiseerde internationale congressen en de te verlenen bedrijf of van bepaalde delen van het bedrijf. Verschillende
faciliteiten, alsmede de doelmatig ontworpen excursies, die aspecten van de onderneming zou men kunnen belichten en

na afloop der vergadering zou men bv. de leidende functio-de prettige omgang en onderlinge verstandhouding van de narissen en afdelingschefs met aandeelhouders kunnen latendeelnemers(sters) kunnen bevorderen en aldus een aangename kennis maken. Deze chefs zou men een korte causerie kunnensfeer kunnen scheppen, een niet onaanzienlijke good-will laten houden, laat ons zeggen over de research-arbeid die
er verricht wordt, over de te voeren reclame-campagne, over
de sociale voorzieningen, over nieuwe proc6dds of een effi-

Aandeelhoudersvergaderingen ciente werkmethode enz. Een korte film over het bedrijf zoo
,,U sprak zo even over het organiseren van aandeelhouders- eveneens in zo'n schema passen. Kortom, aldus de heel

vergaderingen; hoe stelt u zich zulks voor, want het zijn toch Cronheim, op deze wijze zou in een ongedwongen samenzijn
de directies der ondernemingen die de aandeelhoudersverga- na de eigenlijke vergadering, een soort van confrontatie
deringen op grond van de statuten uitschrijven?", zo vroegen tussen directie, commissarissen en aandeelhouders plaats
wij. hebben, die ongetwijfeld de belangstelling van de aandeel-

houders in het bedrijf of de onderneming zal stimuleren en
,,Ik ben blij dat u die vraag stelt," aldus antwoordde de bevorderen, hetgeen eveneens cen bedrijfsbelang mag heten,

heer Cronheim. ,,Laat ik voorop stellen, zo ging hij voort, want de gehechtheid aan de zaak waarin men aandelen heeft,
dat ik geen expert ben op het gebied van het vennootschaps- zal daardoor stellig toenemen.
recht. Ik ben organisatie-deskundige; mijn vak is het organi-
seren van bijeenkomsten van allerlei aard, zoals ik u reeds Nu moet ik hierbij nog opmerken, zo besloot Mr. Cronheim,
vertelde. En nu meen ik dat ook aandeelhoudersvergaderingen dat wat ik hier heb gezegd, niet moet opgevat worden als
de aandacht waard zijn, zodat deze eveneens onze belang- een all66n-zaligmakend recept, want wat voor het ene bedrijf
stelling hebben. Alles wat wij doen, doen wij ten behoeve goed of gewenst is, is voor een ander bedrijf niet of minder
van onze opdrachtgevers. Wij willen onze opdrachtgevers op zijn plaats. Ook in dit opzicht moet men zich aanpassen
helpen een goede beurt te maken en het gespecialiseerde werk aan de omstandigheden, de stand van zaken en de ontwikke-
uit handen nemen. ling in een bepaald bedrijf. Feitelijk behoort een en ander tot

Wij treden naar buiten niet op en denken er bv. niet aan het public relations programma van een bedrijf, een pro-
om de agenda voor aandeelhoudersvergaderingen op te gramma dat men moet ontwerpen en ten uitvoer leggen over-

eenkomstig de aard, de ontwikkeling, de werk-
zaamheid enz. van het bedrijf".

(Advertentie)
Een pied i terre

Ten slotte toonde de heer Cronheim ons
nog de ruime vergaderzaal in zijn kantoorge-

CREDIET- EN EFFECTENBANK N.V. bouw, waar desgewenst directies en commissies
rustig kunnen vergaderen, of waar gasten die

KROMME NIEUWE GRACHT 6 - UTRECHT op uitnodiging van een of andere onderneming
zijn rondgeleid, kunnen verpozen, aantekenin-

-" gen maken of uitwerken en derhalve een kort-
stondig pied a terre kunnen hebben, zonder
gevaar te worden gestoord.

Rentevergoeding Wij herinneren er nog aan dat commissarissen
van de N.V. Congresbureau ,,Holland Organi-op onze sing Centre" zijn: Jhr. P. R. Feith, directeur
van Heineken's bierbrouwerij Mij., Mr. H.Bankboekjes J. Kruls, adviseur-directeur verkoop en vervoer
der K.L.M., W. H. de Monchy, hoofddirecteur3 0o van de Holland-Amerikalijn, Dr. Paul Rijkens,10 over max. f 25.000,- oud-voorzitter van de Raad van Bestuur van
Unilever en Drs. E. van Tongeren, directeur van
Excerpta Medica.
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Ook het produktieprogramma onderging in de loop der jaren
een belangrijke uitbreiding. Uit de etherische olien kwamen de

door effectenland syntbetische reukstoffen voort, die - in een later stadium -
van grondstoffen veredeld werden tot halffabrikaten, zowel
ten dienste van de parfumerie (in de vorm van parfumcompo-
sities) als van de levensmiddelenindustrie. Via de levensmidde-
lensector ging men vruchtendistellaten en -sappen produceren,
terwijl speciale aandacht werd gewijd aan natuurlijke vruchten-

N.V. Chemische Fabriek essences. Uit contacten met de levensmiddelenindustrie bleek
Naarden" voorts de belangrijke plaats van natriumbenzonaat en haar

derivaten als conserveermiddel. Het feit, dat in Nederland een
G he uitnemende tolueen verkrijgbaar is, waaruit deze stoffenGeschiedenis bereid worden, was er mede oorzaak van, dat ,,Naarden"

Toen Dr. Willem A. van Dorp, de tegenwoordige gedele- zich na de laatste wereldoorlog ook ging toeleggen op het
geerd commissaris en de promotor van dit bedrijf in 1908 naar fabriceren van conserveermiddelen. In dezelfde sector liggen
,,Naarden" kwam, was de glycerinefabriek van de Gooilander octylenen en dodecylgallaat, door ,,Naarden" in samenwerking
Barend Kruysmulder amper drie jaar oud en een nogal arm- met het C.I.V.O. ontwikkeld en in produktie gebracht. Deze
zalige bedoening, die destijds was ondergebracht in een oude galluszure esters spelen een belangrijke rol bij het tegengaan
suikerfabriek. De glycerine kreeg al gauw gezelschap van van ransheidbederf van eetbare oli~n en vetten. Ook de
etherische oli~n (kummel-olie uit karwijzaad). Een gunstige extractie van theobromine en caffeine kan tot de levensmidde-
factor vormde hier het feit, dat Nederland door zijn bodem- lenindustrie worden teruggeleid. Begonnen werd namelijk met
structuur en klimaat een karwijzaad van hoge kwaliteit ver- bet extraheren van cacaoboter uit vethoudend cacaoschroot.
schaft. Etherische oli6n vormen een bijzonder uitgestrekt De cacaoboter werd van het produktieprogramma afgevoerd;

rrein. Het is dan ook begrijpelijk, dat ,,Naarden" zich uit het magere cacaoschroot worden echter nog steeds theo-
.iet beperkte tot het distilleren van karwijzaadolie, maar ook bromine en caffeine ge~xtraheerd.
andere inheemse en buitenlandse oli6n ging produceren en Kapitaal
verhandelen. De belangstelling in die dagen voor deze produk- Kapit-
ten was echter gering, en het ging dan ook niet met ,,Naarden". Vanzelfsprekend heeft deze belangrijke expansie een uit-
De wankele positie van de vennootschap werd wel zeer duide- breiding van bet aandelenkapitaal met zich meegebracht. Het
lijk gedemonstreerd door het feit, dat toen Barend Kruys- beginkapitaal in 1905 bedroeg f. 800.000 en werd sindsdien
mulder op een kwade dag naar een bank ging, omdat hij zijn geleidelijk vergroot, zodat in 1919 f. 1.150.000 gewone aande-
bedrijfskapitaal met f. 40.000 wilde uitbreiden, de bank een len en f. 25.000 preferente aandelen uitstonden. Zoals gezegd
onderpand vorderde van f. 90.000 in effecten. De oprichter werd in de jaren 1920-22 rond f. 1.124.000 verloren, welk
stierf in 1916 en Dr. Willem A. van Dorp werd directeur, verlies grotendeels werd gedekt door afschrijving van 800% op
hetgeen echter niet wilde zeggen, dat ,,Naarden" toen wel de gewone en preferente aandelen. De verder te dekken

floreerde. Integendeel. Men had in de Eerste Wereldoorlog f. 184.000 werd door de Bank der maatschappij voor zijn reke-
weliswaar belangrijke opdrachten voor het Nederlandse leger, ning genomen. In 1930 nam de Bank voorts nog de kosten
doch dit nam niet weg, dat kort na deze oorlog 6500 van het van een verloren proces van v66r de reorganisatie van 1922
personeel ontslagen moest worden, terwijl de aandelen op zegge voor zijn rekening door genoegen te nemen met de terug-
en schrijve 20 % van de nominale waarde werden afgestempeld. brenging der prioriteitsaandelen van f. 1.000 op f. 820 per stuk.
Met een kapitaal van rond f. 875.000 maakte ,,Naarden" in Deze 700 (nom. f. 574.000) prioriteitsaandelen werden volgens
drie jaar tijd een verlies van f. 1.124.000. Maar op de een of besluit van 30 juli 1937 omgezet in f. 574.000 gewone aandelen
indere manier wist Dr. Willem A. van Dorp het bedrijf toch en de voor genoemde reductie der prioriteitsaandelen in 1930
boven water te houden, want in 1925 maakte hij zelfs weer een afgegeven 700 restantbewijzen van f. 180 waardeloos verklaard.
winst van f. 3.500. Het daarna uitstaande bedrag der gewone aandelen ad

En in 1939, v66r het uitbreken van de Tweede Wereldoorlog f. 804.000, werd in 1938 door intrekking van f. 4.000 ingekochte
was ,,Naarden" een redelijke chemische fabriek met 66n aandelen op f. 800.000 gebracht. Vervolgens werd in november
dochteronderneming in Brussel, maar - niet m66r dan dat ... de inschrijving opengesteld op f. 400.000 nieuwe aandelen

tegen 120%., in april 1949 van f. 1.200.000 tegen 110%, in

Na de oorlog april 1951 van f. 1.200.000 tegen 110% en in maart 1956 van

Pas nh de oorlog gebeurde het. De uitbreiding tot een f. 900.000 tegen 150%. Tenslotte werden in begin 1957 alle
concern met 13 dochterondernemingen, te weten in Bombay, f. 500.000 aandelen van Jan Dekker overgenomen, waardoor
Bonerussel, 13 BuenoAirDakrta , ambur, Hngn Jo ' het geplaatste kapitaal op f. 5.000.000 kwam, welk bedragBrussel, Buenos Aires, Djakarta, Hamburg, Hongkong, Jo- thans nog uitstaat.
hannesburg, Kopenhagen, L6ddek6pinge (Zweden), Londen,
Oslo, Parijs en Tokio, alsmede met een groot aantal agent- Het jaarverslag 1958
schappen, waar goeddeels de Nederlanders aan de touwtjes Met het boekjaar 1958 werd, zoals in de naoorlogse periode
trekken. Met recht mag men hier dan ook spreken van een steeds het geval is geweest, wederom een succesvolle periode
formidabele ontwikkeling, waaraan naar onze mening ook afgesloten. De gang van zaken zowel bij het eigen bedrijf in
wel een zekere dwang ten grondslag lag. De hoge tariefrechten Naarden als bij de dochterondernemingen in het buitenland is
op zaken als etherische oin maakten het namelijk noodzakelijk zeer bevredigend geweest, terwijl daarnaast ook het bedrijf
eigen fabrieken in bet buitenland te stichten, die de grond- te Wormerveer (Jan Dekker) na de reorganisatie reden tot
stoffen uit Nederland betrokken, maar zelf halffabrikaten en tevredenbeid gaf. Van bijzonder belang mag het worden
eindprodukten maakten. Tevens was hiermee echter de grond- genoemd, dat de stijging van de omzet - met ca. 4.5 % - ge-
slag gelegd voor een gezonde exportpolitiek, waarvan men in paard is gegaan met een voortzetting van de geleidelijke ver-
latere jaren de vruchten heeft geplukt. In 1958 bedroeg de schuiving van de omzetten naar produkten met een hogere
export namelijk niet minder dan 740% van de totale omzet. toegevoerde waarde, zoals uit de volgende cijfers moge blijken:
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Oizelnen 1110 eelo loge-vmgdi ilarde, br ijid produktie, worden er thans weer werknemers aangetrokken.
Bovendien is men bezig voor het nieuwe bedrijf een behoorlijke

100% of boven totaal
Ia00r I I)(% arbeidersbestand op te bouwen. Inzake het pensioenfonds

1 ......43 1, van Jan Dekker, waarvoor de fondsen (ca. f. I miljoen) nietI ...I 3 AI (if)
95 70 40 1 10 aanwezig bleken te zijn, werd een in alle opzichten bevredi-

1957 .. 7. 4 9 11(
1 68 1121 gende regeling getroffen met alle betrokkenen.

De directie vertrouwt, dat de otwikkeling, die door de Cijfers der Iaatste drie jaren
indexcijfers in de tweede en derde kolom wordt geillustreerd,
zich in de naaste toekomst zal voortzetten. Deze verschuiving De balansen der laatste drie jaren geven - in f. 1.000 -
is daarom van zo groot belang, omdat zij het exploitatie-saldo het volgende beeld per 31 december:

ginstig beinvloedt, hetgeen in later in deze beschouwing te 1058 1957 1956
noemen resultatencijfers duidelijk tot uitdrukking komt. Vastgelegde Activa:

Ten aanzien van de verschillende afdelingen van het bedrijf [ebouwen terreinen.. 2.120 1.602 1.111
lnstallaies .......... 2. 97 1.974 1.689

te Naarden kan vervolgens nog worden opgemerkt, dat de Deelneiningen en vord. 4.008 4.059 2.857
buitengewoon slechte zomer van 1958, de verhoging van viottende Activi:
accijns op gedistillecrd en de diverse exportmoeilijkheden voor Voorraden ......... 5 550 5.334

. ehileuren .......... 4.83 4.934 4.611
de suikerwerkindustrie hier te lande, niet hebben nagelaten 7 tieelen .. 2........ 1 1>
invloed te hebben gehad op de afzet van smaakstoffen (voor- xKas, bank en giro .... 2 O2 91 1.036

namelijk vruchtenessences) op de binnenlandse markt. Het 19.18 18.212 16.643

mag dan ook cen verheugend verschijnsel worden genoemd, aigen vermogen:
dat desondanks toch een vooruitgang van de desbetreffende lQ[l id ik-pitaiI 5 5
afzet kon wordcn bereikt. Door een voorspoedige gang van Agio-reserve ........ 766 766 442

Stattaire res rve . 328 286 244z iken in de rnecste van de exportgebieden kon zowel voor de tnbreidings- en ver-
Il IN ienwinsreserve .. I I . F) 1.1801smaakstoffen als voor de parfumeriecomposities, een met mleServe voor P8i0SdA0leg

onbelangrijke stijging van de omzetten worden behaald. Bij en divers e Ielangen. 8e 865 s60
Reserve r nenunigen .. 200.

de afzet van reukstoffen werd bij voortduring een aanzienlijke iteserve de)euren1 ..r.e. s500 31nn

conci r:entie ontmoet, waardoor de resultaten bij deze afdeling salo 1iwe rekenig 16

enigermate bij die over het voorgaande jaar ten achter bleven. .ooreningen .6. S8 703

In verband met de gunstige ontwikkeling zowel in de fabriek Vreend vermogen op lanze

van theobromine en caffeine als in de fabriek voor de conser- ..... -2.7 2.5 2.1t7
veringsmiddelen natriumbenzoaat en benzo~zuur, werd de 1

produktiecapaciteit van beide bedrijven in de loop van 1957 Credileuen )... .6.363 5.811 06I2
uitgebreid. In 1958 werkten beide bedrijven wederom voort- -
durend op volle capaciteit. De gang van zaken ten aanzien van - --- 7 .--- 6.841 --- 6.0612
d. produktie cn afzet van gedistilleerdc glycerine tenslotte 19. l.212 16.64l

was eveneens bevredigend. '7 .. . 501) 10 450
N.V. Jan Dekker TI IIIu.s 125 12 113

In het bestaande produktieprogramma van het bedrijf
te Wormerveer is op ingrijpende wijze het mes gezet, hetgeen De resultaten van de laatste drie jaren kunnen - in f. 1.000
zal worden opgevangen door de nieuwe fabriek voor de ver- als volgt worden opgesteld:
vaardiging van ruwe theobromine. Deze niCuwe fabriek, die 1958 1957 19156

in de bestaande verhoudingen een vooraanstaande plaats zal saido expoitaier. . 2.4ti7 2.31 1.871,
innemen, zal nog dit jaar in produktie worden gebracht. Hier- Af: extra kostlen voor de

Oetw. van ieuWe ex-
mee heeft ,,Naarden" dan ook de beschikking gekregen over porimogelukheden .. 718 70 57
mogelijkheden, die te Naarden niet aanwezig zijn. Volgens r k tell..osn ni...18
het bestuur is de prijs van overneming van Jan Dekker dan Kosten geldeing -- 1
ook niet te hoog geweest. Nadat er bij het bedrijf te Wormer- -- 4
veer ontslagen waren gevallen wegens inkrimping van de "lewh wi flfn 1wl. 2.218 12.)4 1.6-26

(Advertentie) Mslhripvingen io basis ;5
van O vervan0ingswaard 7 665

Im ra af shrij 400 75 163:1

wing1resev ........ 225 2(0 125e. Rd serve deleingen .. 2001 --
Res. nilstaandl vord.... 8 112 94

Ao 1826 Rcorganisa l, leIrs hall
1) 166 k r N.V. en Indo-

KASSIERS EN COMMISSIONNAIRS IN EFFECTEN "S . - -I ....--..- 410 -
St at i reilo reserve .!1 ... 424 8
Wa rl vzuei .-e .. ..[- 100
o nverdeeld . 4 -. 1

Amsterdam, Keizersgracht 564 4 .23 1.4G9 1.1))

Telefoon 221444 - 4 lijnen m oui o
Effectenbeurs Nis 8, telefoon 49328 - 46640 'alCnl -7 -51:

6125 625 563

Kantoor te Utrecht
Uit deze vergelijkende cijfers valt duidelijk te constateren,

Nachte~oolstrant 50 - Telefoon 18037-16057 dat nu geen reorganisatieverlies behoefde te worden gedekt
bij Jan Dekker N.V. en niets meer op de deelneming in
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Indonesi6 behoefde te worden afgeschreven, het dividend werd omgezet in een kortlopende lening tegen cen rente-
ruim is gedekt. Van de aan aandeelhouders toekomende vergoeding van 4O% 's jaars.
winst werd namelijk slechts 45 % uitgekeerd, terwijl bet
restant ter verstcrking van de interne positie in bedrijf werd DI investeringen in vaste activa bedroegen in 1958
gehouden. Een beleid, dat ongetwijfeld mag worden .toe- f. 2.051.715 (f. 1.474.591), hetgeen echter niet in overeen-gejuicht, temeer daar voortdurend nieuwe investeringen stemming was met de in november 1958 gedane tussentijdse
moeten worden gedaan, waarvan het rendement eerst na mededeling, waarin werd gezegd, dat de investeringen in het
verloop van tijd zal blijken. Bovendien mag het een ver- mee waar wrdkgezegd, datede iveerigen ahe
heugend verschijnsel worden genoemd, dat de voorzieningen, afgelopen boekjaar praktisch op hetzelfde niveau lagen als
(lie hct karakter van vrije reserveringen hebben, zoals de in 1957. Het bedrag aan investeringen, die in 1959 worden

extra afschrijving, de reserve tegen deelnemingen, de uit- gedaan, kon de directie nog niet definitief mededelen, maar

breidings- en vernieuwingsreserve, alsmede grotendeels de men hoopt deze uit eigen middelen te kunnen bestrijden.
reserve tegen uitstaande vorderingen in binnen- en buitenland Mochten er echter bijzondere plannen naar voren komen,

niet geschieden uit de aan aandeelhouders toekomende dan zullen maatregelen genomen moeten worden. Een beroep

overwinst. op de kapitaalmarkt ligt echter niet in het voornemen, veeleer
zal in dat geval een groter beroep op de bankiers worden

Gezonde financi8le positie gedaan.
De opgestelde balanscijfers leren ons voorts, dat de finan-

cile positie van et bedrijf en gezonde indruk maakt. DeVooruitzichten
reserves bedragen ca. 80% van het uitstaande aandelen- Voor ,,Naarden" is de eerste helft van 1959 zeer tevreden-
kapitaal, waarvan de agio-reserve alleen al ruim 15%. Op stellend geweest. De tendens, dat produkten met een grotere
basis hiervan kan de intrinsieke waarde van bet aandeel toegevoegde waarde procentueel een belangrijker aandeel
,,Naarden" dus op 180"% worden berekend. Deze waar- van de omzet gaan uitmaken, zet zich voort. Daarnaast nemen
dering komt cchter veel hoger uit wanneer men rekening de omzetten toe, doch aan de andere kant is dat ook het ge-
houdt met het feit, dat de gebouwen en terreinen met een val met de kosten. Tot nu toe liggen de omzetten op een
boekwaarde van f. 2.1 miljoen een aanschaffingswaarde hoger niveau dan vorig jaar.
hebben van f. 3.3 miljoen, terwijl voor de installaties met Conclusie
een boekwaarde van f. 2.4 miljoen, een aanschaffingsprijs Het voorgaande in aanmerking genomen, komen wij tot
geldt van f. 7.4 miljoen. Voorts zijn de deelnemingen en de conclusie, dat de Chemische Fabriek ,,Naarden" een
vorderingen op deelnemingen gewaardeerd tegen kostprijs energiek geleid bedrijf is, waarbij een geregeld toenemende
of lager en de voorraden geinventariseerd tegen historische ontwikkeling valt te constateren en waarvan de aandelen op
kostprijs of vervangingswaarde, indien deze lager is. Verder iets langere termijn bezien ongetwijfeld nog interessante per-
blijkt uit het verslag, dat de vrije reserves bij de dochter- spectieven bieden, temeer daar de chemische industrie als ge-
ondernemingen, waarbij Indonesib buiten beschouwing is heel in het bedrijfsleven een in belangrijkheid toenemende
gelaten, een bedrag belopen van f. 785.000 tegen f. 725.000 rol belooft te spelen.
in 1957 en f. 695.000 in 1956. Weliswaar zou een geconsoli-
deerde balans een nog beter inzicht in de vermogenspositie lioers- en dividendverloop der -andelen Chemische Fabriek ,,Naarden"

geven, doch concurrenticoverwegingen weerhouden de directie Jaar Loogste koers Laagste koers Dividend
tot de publikatie van deze cijfers. Niettemin heeft men ge- 195..85 . 160 8%
tracht om de aandeelhouders tegemoet te komen door een 152 .... 11
aantal gegevens in het verslag op te nemen, welke geste 1953 9969

9 54 . . . . . . 2191 170 1sympathick aandoet. 55 955.. ' 10
De primaire liquiditeit van ,,Naarden" nam in het verslag- 1566 1.2 10/19578 .. .. .. .. 10 %

jaar toe van f. 92.514 tot f. 263.364, terwijl de bankschuld 1958 .. 145 10%

CRITERIA VOOR GROEIFONDSEN nemen, onverschillig of het goede of minder vandewinsteninh etbedrijfplegentehouden
n goede jaren betreft, ten minste in doorsnee. - moeten ze toch min of meer evenredig

Onder de titel ,,Tien geboden voor groei- In een tijd van economische neergang moet aan de toeneming van de winsten stijgen.
fondsen" heeft het Algemeen Handelsblad de betrokken onderneming zich onderschei- 7. Het vermogen van de onderneming,
melding gemaakt van de volgende criteria den door stabiliteit van de winstcapaciteit- versterkt hetzij door een aanzienlijke cashwelke de deskundigen bij de beoordeling De winst op nieuw kapitaal of nieuwe inves- flow (afschrijvingen plus ingehouden winsten)
hiervan stellen, welke criteria genoemd biad teringen, die in enigerlei vorm in de onder- hetzij door gebruik van krediet, dient vol-
ontleende aan een beschouwing in het neming worden ingebracht, dient ten minste doende te zijn om het tempo van de expansie
Amerikaansc maandblad Fortune: gelijk te zijn aan die op bet oude kapitaal. vol te kunnen houden met een minimum aan

1. De onderneming dient ten minste drie 4. Hoe dichter de produkten van een verwatering van de intrinsieke waarde van
jaren achtereen een behoorlijke groei te onderneming bij de verbruiker staan des te het aandeel.
hebben doorgemaakt. Zo niet, dan kan men beter. 8. Het beleid moet zich kenmerken door
te doen hebben met een fonds dat onder- . waakzaamheid, vindingrijkheid en souplesse,
hevig is aan cyclische conjunctuurschomme- 5. De onderneming dient een toppositie zodat veranderingen daarin geen ongunstig
lingen of zelfs een volkomen speculatief op haar eigen markt in te nemen en haar effect op de gang van zaken hebben.
karakter draagt. research, produktie en verkoopmethoden

2. Hoewel groeifondsen ook kunnen wor- dienen een aanwijzing te vormen, dat deze 9. De omvang van de onderneming dient

den aangetroffen in tot volle wasdoni vooraanstaande positie kan worden gehand- te worden bezien in verhouding tot de
gekomen bedrijfstakken, vindt men ze meest- haafd. markt-grootte. Gewoonlijk betekent een

gekoment bedrijfstnkken dind mene ze incest-
al in sterk expansieve industrien, waarmede 6. Is er nog geen dividend uitgekeerd, dan grate onderneming, dat deze haar groei-
wordt bedoeld industrie~n, die sneller groeien moeten er aanwijzingen zijn dat zulks binnen periode reeds grotendeels achier de rug heeft.
dan de nationale economic en in staat lijken, twee of drie jaar zal geschieden. Hoewel 10. Slotconclusie: De werkelijke expan-
dat sterke groeitempo vol te houden. dividenden van groci-ondernemingen laag siekracht komt voort uit intern gerichte

3. Bij een groeifonds dient de netto-winst zijn naar verhouding tot de netto-winsten - krachten in de onderneming, die winsten
per jaar met ten minste 8 d 10 % toe te omdat groei-ondernemingen hetgrootstedeel voortbrengen.
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4fWail Street in 'vogel

De effectenbeurs van New York neemt in effectenmarkt. Ir
de Amerikaanse en daardoor in de economie reeds 19 verze
van het vrije Westen een zeer belangrijke vervoersonderner
plaats in. Gevestigd op de historische plek nutsbedrijf genot
van Wall Street heeft de verhandelingsmetro- Daarna kwan
pool voor effecten in het leven van miljoenen ruimte door de st
mensen een uiterst voorname rol gespeeld. De handel te klein v
New York Stock Exchange, zoals de beurs van Tontine Huis na;
Wall Street officieel in de V.S. bekendstaat, bekend staat, de
is Amerika's grootste organisatie voor de ver- Stock Exchange.
handeling van effecten waar talrijke aange- De naam ,,Ne
sloten leden-brokers (effectenmakelaars) hun 1863 aangenome
opdrachten uitvoeren. Wall Street is tevens de schap van deze
plaats waar men mede-eigenaar kan worden baar gemaakt,
van het bedrijfsleven m.a.w. waar het ideaal populariteit van
van het leidende team van de Stock Exchange naar voren kom
om zoveel mogelijk Amerikanen in het bezit te gewerkt door ee
stellen van aandelen in de ontelbare An--i- st'oom van omz
kaanse ondernemingen, in reele vormen m de dageli
worden omgezet. juon aandelen. T

De New Yorkse effectenbeurs is bijna even 1366 leden.
oud als de Verenigde Staten zelf als organisa- Een lid kan e
tie. Wall Street was eens het politieke cen- van stemgerechti
trum van de U.S.A., want hier werd George zijn, die zich bezil
Washington be~digd en hier kwam ook het van effecten. Er
Congres voor het eerst in vergadering bijeen. instellingen in A
Vanaf deze plaats kondigde het Congres in De naam en b
1790 een belangrijke lening aan van $ 80 effectenbeurs be]
miljoen om de Vrijheidsoorlog te financieren. meer. Ieder die

Voor de uit deze leningsaankondiging met effecten te r
stammende afzonderlijke stukken ontstond loop van zijn b
rond bet regeringscentrum al spoedig een na de voorpagir
soort markt, waarbij zich ook de verhande- onmiddellijk ove
ling van aandelen in verzekeringsondernemin- Amerikaanse bet
gen aansloot. drag van ,,Wall:

Nadat in 1793 onderdak was gevonden in pas is voor het dc
het nieuw gebouwde Tontine Koffie Huis aan Vandaar dat de
de noordwestzijde van Wall Street, ontwik- om nog eens mc
kelde zich uit dit prille verhandelingsbegip -1 digen,ook in ]
spoedig een snel in betekenis toenemf )laats heeft w

7 uur 's morgens. Employis van de
beurs wachten tot de deuren open-
gaan. Het standbeeld op de voor-
grond geeji de plaats aan waar
George Washington als eerste pre-
sident van de Verenigde Staten

werd beedigd.-

11,30 uur. Bezoekers zien belang-
stellend toe hoe beneden hen de
beurshandel zich voltrekt. Vanaf
het balkon onder de lichtk/ok wer-
pen projectors het beeld van het
,,ticker-lint" op grote schermen
die in de vier hoeken van de zaal

zijn aangebracht.
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in teogelvucht

effectenmarkt. In 1827 bijvoorbeeld werden
reeds 19 verzekeringsondernemingen, een
vervoersonderneming en het eerste openbare
nutsbedrijf genoteerd.

Daarna kwamen de sporen en toen de
ruimte door de steeds omvangrijker wordende
handel te klein werd, verhuisde men van het
Tontine Huis naar wat nu als Wall Street 40
bekend staat, de plaats van de New York
Stock Exchange.

De naam ,,New York Exchange" werd in
1863 aangenomen. In 1868 werd het lidmaat-
schap van deze Stock Exchange verhandel-
baar gemaakt, waaruit de steeds grotere
populariteit van het effectenbedrijf duidelijk
naar voren komt. Dit werd ook in de hand
gewerkt door een voortdurend toenemende
stmom van omzetten. In 1886 bijvoorbeeld

-n de dagelijkse omzet boven de 1 mil-
joun aandelen. Thans telt de Stock Exchange
1366 leden.

Een lid kan een deelnemer of een houder
van stemgerechtigde aandelen in instellingen
zijn, die zich bezighouden met de verhandeling
van effecten. Er zijn thans 657 van dergelijke
instellingen in Amerika werkzaam.

De naam en betekenis van de New Yorkse
effectenbeurs behoeft verder geen verklaring
meer. leder die op de een of andere wijze
met effecten te maken heeft en het koersver-
loop van zijn bezit regelmatig bijhoudt, zal
na de voorpagina van het ochtendblad wel
onmiddellijk overgaan naar de rubriek van de
Amerikaanse beursnoteringen, omdat het ge-
drag van ,,Wall Street" een belangrijk kom-
pas is voor het doen en laten van het Damrak.
Vandaar dat de New York Stock Exchange,
om nog eens met deze officiEle benaming te
-'digen, ook in Nederland een vooraanstaan-

]aats heeft weten in te nemen. W.

Hier worden de zaken gedaan!
Onder: bedienden aan het werk.
Midden: de leden zin ingespannen
bezig. Achtergrond: niakelaars-be-
dienden nemen telefonisch orders

op.

r Na onz precies 10 uur te zijn be-
gonnen eindigt de beurshandel on

-, 15 uur. Om half vier moeten de
bezoekers bet gebouw hebben ver-
laten. Het is nu 15 uur (zie licht-
kdok) en de laatste bezoekers ver-
iwjnen, terwil een aantal bedienden
iog hun aantekeningen uitwerken.
De schoonnaakploeg staat op het

punt nit te rukken.

De op deze pagina's afgedrukte foto's
ijn van David Linton, Camera Pres,

- London.
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-it het korcsverloop hebt gcvolgd. De dag vddr het bezoek was
de koers 332%, de dag ndt het hezoek 340% gb. en de dag

OVER D E B A LIE daurop 350%. Ik vermoed zo dat vele der aanliezigen prompt
na thuiskonist hun saldo hebben nagceken of er de aankoop
van ecen aandeel Indola nog afkon. Dat later -- tengevolge
-an de zeer flautwe periode - weer een stuk van de koers af-
Ring heefi ine aet verwonderd. Ten slotte zijn er altijd imensenVorig jaar was ik verhinderd/, mneneer Hiuygens, maar (lit (/cldn .ug gail hon wins! i/lea hiuneahalen.

jaar ben ik weer naar de aandeelhoudersvergadering van de
Billiton geweest. En zeker n/et tot ni//n spit. De belangstelling ,,Jo, w/it binaenhalen, dat lhef me ook verwonderd t.a.v.
was groter dan vorige jaren, wat overigens wel begrijpelijk de afeiers, die delcncimen aan de spaarregeling. Ik ncen
was; ieder wilde nu wel eens weten hoe de toekoimst, speciaal me te herinneren dat er eens in Bel.-Bel. (zie 20-7-1957) ecen
t.a.v. de winstmogelikheden, door het bestuur beoordeeld wordt. " uitvoerig artikel over dit onderwerp heeft gestaan, doch hoe

het precies in e'aoar zit weet ikc aiet umeer.''
,,En u bent bepaald met teleurgesteld weer huiswaarts ge-

togen? De toekomst ziet er zeker niet somber uit, ook al zullen ,,Indola bracht met dit systeei iets nieuws en de regeling
de winsten dan nog n/et zodanig zijn als in de periode dat er nog komt er in het kort op neer dat een afemer ian chemische
transfers uit Indonesi2 kwamen, inaar andeelhouders mogen produkten zegels vau j: ,- per f 25,- aankoop, kan kopen.
zeker over het lopende jaar weer op 15% dividend voor de D/e zegels wordcn /a een hackje geplakt en heeft hi er 100
aandelen Rubriek I en 20 % voor c aandelen Rubriek I rekenen. dan ivordt cc afcinemer eci aandccl von f. 100,-- uitgereikt.
De grote investeringen die sinds de oorlog in andere gebieden De afneier verweift dus een aandeel a pari. ToenI men ermiedc
zijn gedaan en ook nag verder zu/len gebeuren, gaan geleideljk begon was de koers ter beurze zo onstrceks 160%, no een
hun rendement opleveren. Dat bovendien de verwachting werd k/eine 200 punten hoger, dus onvoorde/ig was het geval bepaald
uitgesproken dat de koiende 10 jaren een sti/ging van de u/et."
tinprijs mag warden verwacht, zegt toch ook wel iets. Zeker ,,Ben ik met ut eens cn daaron vrerwn//rde het ie zo dat

bU dit uiterst voorzichtige bestuur." hij het bezoek van bestuurszijde werd medegedecld dat gebleken

,,Voorzichtig is dit bestuir zeker, maar knappe koppen zijn s dat in de grote steden 80% van de anemers, direct nadat

het ook! Zoals deze mensen sinds dc oorlog een belcid hebben ziu het aandcel hebben onitvangen, tot verkoop overgaan. Op

gevoerd! Ik heb er het grootste respect voor en ik ben bet vol- bet platteland daarentegen liggen de verhoudingen precies

konen eens imet de aandeelhouder die bet bestuuir cen flinke anderson en goat slechts ca. 20%, tot verkoop over. Hieruit

pluim op de hoed stak. Trouwens ik u/et alleen, dat bewees zou men kunncn concluderen dat imen buiten de grote steden

wel het applaus. Hoewel de verslaggeving vooral dit keer nog neer ,,egecten-minded is.

het nodige te wensen overliet, werd dit door elke aandeelhouder ,,Nu, dot durf ik zo iet te onderschrijven. Ik denk dat het

volkomen geierbiedigd. eerder in de /mentaliteit zit. Op hct platteland leeft men rustiger,

Jammer vind ik het dat de Pers de aan het begin van dc naakt geen host, kortom/ beschikt men over een grotere dosis

vergadering door de Voorzitter afgeleg/e verklaring n/et vol- geduld. En zeker bi Nectenhezit /s gedidd en n/ct-overhaast
ledig heeft overgenoien. Die rede was gestencild en Poor de handelen van grote warrdec. Dat bljkc telkens weer. Men moet

persmensen verkrijgbaar, maar ja, de kranten hebben imeestal zich et door een plotselinge koersdaling ui het veld laten

ook imet c/c plaatsruim/te te woekeren. Gelukkig heb ik na slaan, macar zich af'ragen wat de oorzaak van grote mutatics

afloop van de vergadering nog zo'n exemplaar van de verklaring kan zn.

/n handen gekregen, moor waaronm loot de c//reelc n/ct en ,,Daar praten we later nog iwcl weer eens over, iaar wat

wat grater aantal iakcn, dan kan elke aandeelhouder e /mec ncg interesseer! aat is dat andere systeem von sparen het-
exeniplaar krijgen. Aan de hand van de gedeponeerde aandelen wielk indola schijnt le hebbien. Althans er wcrd bij het bezoek

weten de heren precics hoeveel aandeelhouders er ter vergadering naar gevraagdi en ik krce, dc indruk dat het nog een uniimn is "

koien. ,U bedoelt het spaarsys/eem voor emplovs. U hebt reeds

,,Stelt u het bestuur dat dan maar voor." gehoord dat er cen grote belangstellinig voor bestait. Hicr
c//i/ackunnen acin meedoen -a op basis van vrijwillighecid - alle

,,Over/gens, meneer Huygens, geen hciar op mijn hod ciAdenkt personeelsleden, mits mcerdceri en teninste I jaar in dienst
cc cl/eec over om ij/n bc/ang bi/ de B/I/ton te verinc. van de vennootschap. Directeuren, onder-directeuren e.d. zjn
Groeikansen zijn er zeker aanwezig en als je naar iin mening van c/e regeling uitgesloten. In de periode van ca. 15 m/ei tot
wat geduld hebt, zit je met dit aandeel alt/d goec." I jui van elk jaar wordt gclegenheid gegeven tot bet reserveren

,,U weet dat ik er ook zo over denk en dan, getroui aan de ian een of meer aancdelen Indola tegen cen koers van 100%
goedc gewoonte zal de Billiton per 2 januari a.s. wel weer een verleererc mc'et de helft van het verschil tussen pari cn de
interim-dividend betaalbaar stellen en het zou mc iwel heel berskoesr sop de dag van het reserveren, m.a.w. zou./reservcren
sterk verwonderen indien dat c/it keer weer iet op het oude thans oiag elijk zijn, bij een beurskoers an hV. 350% dan spaart
percentage zou worden gebracht, nl. 12-,% voor c/e aandeleni men tegcen 100"% p/os de helti van 250%, is 125 %, dus tegen
Rubriek I en 71 % voor c/ie van Rubriek 11" 225%. Voor ecn aandeel van f. 100,-- nominaal moet dus in

,,Billiton houden we dus, maar wat ik - al hcb ik er iwel cen periode van miniaal 9 imauanden en iaximaa/ 3 jaren een
eens met een scheef oog naar gekeken -- voorlopig ook wil licedrag van f 225,- bijeengespaard wordenl. Zodra het candeel
houden is Indola. Er waren bij dat /abrieksbczoek hetiwelk blij elkaar igespaard is blijft hc nog ecn geringe tijd gcblokkeerd;
Bel.-Bel. had georganiseerd zovreel mensen clct ik ii wel geZien, dit oI misbruIiken te voorkomen. De dee ilmer kan het dus
maar n/et gesproken heb. Daarom wil ik nog grag even op nict direct verkopen, m/aar andcere eigendomisrechten, zoals het
dat bezoek terugkonen. Ik geloof dat dit bezoek voor menigeen toucherevanvan dividend, claimirechten, stemrecht e.d. kan hi
cen openbaring is geweest en vooral de uitvoerige iecaooor- wel uitoefenen."
ding van de vecle vragen die werden gesteld moet de mensen ,,Tat nu toe ziten dergc'ijke deelneienrs dus opperbest,
als muziek in de oren hebben gcklonken." want de koers is in de loop van clit jaar geleideijk gestegen,

,,Dat /ijkt ime ook, meneer Van der Wal, want ik weet iet of mar als i/ eens ov'er hr. Iwee jaren de deelnemner zijn aandeel
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huis krijgt en de koers is hv. ingezakt tot 200%, terwijl hi] ge-
spaard heeft tegen een koers van 350%Y, wat hij vandaag de dag
zou kunnen doen, nu, dan zal je eens wat horen." Beialt ,,leegers Belangen" u in de

,,Toch niet, nieneer Van der Wal. Er is ni. van de zijde van iuidige samoenestelling?
Indola een risicogarantie die de zekerheid omvat dat aan de Er is een verheugende belangstelling te constateren
deelneiner op de derde dag na de opheffing van de blokkerings- voor de enquete, die wij tegelijk met ons propaganda-
termiin, wanneer het gemiddelde van dce beurskoersen over nummer, dat wij de vorige week in grote oplage de
5 noteringen onmiddellijk aan die ophelfing voorofgaande wereld inzonden, lanceerden. Het is duidelijk wat wij
lager is dan bij de reservering, naust zjn aandeel een hedrag in liermee beogen: wij willen graag een enigermate
geld ter hand wordt gesteld, dat gelijk is aan het verschil tussen juiste indruk hebben van de waardering die de inhoud
het gespaarde bedrag per aandeel en het bedrag dat hi] op basis in ,,Beleggers Belangen" rubrieksgewijze bij onze
van 50% agio op deze gemiddelde beurskoers verschuldigd abonnees geniet. Dit lukt ons alleen wanneer een
zou zijn voor de aankoop van een aandceel. Dit svsteem komt redelijk percentage van onze lezers aan onze oproep
er op neer dat wanneer de ,,gereserveerde" koers 350% en gehoor geeft. Doch dit is niet alles, niet alleen zij
de koers bi] opheffing van de blokkering 200% zou zijn, de deel- die bepaalde wensen of bezwaren hebben moeten re-
nemer zijn aandeel plus f. 75,- in contanten ontvangt. Dit is ageren. Ook zij, die van oordeel zijn, dat ,,Beleggers
een bedrijfstoeslag cie derhalve volledig garant is gesteld." Belangen" precies zijn goede vorm heeft weten te

,,En als ni eens iemand om de een of andere reden wil op- vinden dienen ons hiervan mededeling te doen. Anders
houden met sparen?" dreigt het gevaar dat wij aan een bepaalde rubriek

,,Daar zijn verschillende regelen voor vastgesteld. Trouwens, gaan peuteren, terwijI dit misschien minder gewenst
ik noenide u slechts enkele punten: er is een uitgebreid regle- is.
ment, hoor!" Ja, ja, enquees zijn gevaarlijke instrumenten, ten-

,,Een systeem dat navolging verdient. Het bindt de werk- minste wanneer niet de zekerheid bestaat, dat de ont-

neners aan het bedrijf; geeft ze ook als aandceelhouder er vangen reacties een goede doorsnee opleveren en bo-

belang bi] en .... het bevordert de populariserirg van het vendien een voldoende groot percentage van het totaal

effectenbezit." aantal abonnees uitmaken.
Mogen wij dus nog iets van u horen, lezers die

,,Zeker, want vooral bi# een goede voorlichting --- en c/at is nog niet reageerden?
Indola wel toevertrouwl - bestaat de kans dat de werkneier
ook eens gaat omkijken naar andere aandelen.

van de slepende onderhandelingen ,,ziek"
werd doet in elk geval hoopgevend aan
voor hen, die er ernstig rekening mee
houden dat de Amerikaanse president
het aan zal durven de macht van het

Latste iweelk seplember arbeidskartel te doorbreken en de vuren
onder de talrijke nu stilliggende Ameri-
kaanse hoogovens weer zal doen op-

Hier begint dan de eerste aflevering Chroestsjev, is nu uit de States in zijn vlammen. Wanneer u deze regels onder
van de weekoverzichten van de Amster- land teruggekeerd na in de V.S. in alle de ogen krijgt is de oktobermaand reeds
damse effectenbeurs. Beleggers-Belangen toonaarden te hebben gezongen, ge- aangevangen en is de tijd aangebroken
beschikt wel over een formidabele groci lachen, gescholden en zelfs gepredikt- dat Eisenhower in de langste staal-
en de overgang van een veertiendaagse En bij elke gemoedsstemming van deze staking, welke Amerika ooit heeft ge-
periodiek op een weekblad is wel in een teisterd, mag interveni~ren en misschien
bijzonder korte tijd geschied, maar tot reeds heeft gefitervenieerd. Maar of de
een dagblad heeft onze beleggingsgids 0 Beurs herstelde zich krachtig. partijen hier uiteindelijk door zullen zijn
het nog niet gebracht. Insiders weten * Voor een 4j '$, staatslening tijd gebaat valt te betwijfelen. Uiteindelijk
bovendien dat de technische outillage nog niet rijp! gaat het orn de macht en de macht is in
van een dagblad nog heel wat meer K deze wereld van menselijke tekort-

geperfectioneerd is dan dat van een komingen een boos ding. Ondertussen
weekorgaan zodat de actualiteit aan paladijn van de volksdemocratic reageer- maakt de Amerikaanse conjunctuur cen
betekenis verliest naarmate de tijds- de de bakermat van het volkskapitalisme verkorte toestand door die zich in het
afstand in een periodiek toeneemt. Voor met een daling of cen stijging. Toen de laatste kwartaal van 1957 en het eerste
de beursoverzichten van Beleggers- Russische Big Boss in het vertrekvliegtuig half jaar van 1958 ook in de States heeft
Belangen is de tweede dag van de week stapte en een koffer vol met joviale afgespeeld: een produktie-recessie, die
de afsluitperiode zodat in bet vervolg lachjes en jolige opmerkingen met zich zijn weerga niet vindt. Volgens de index-
elke bespreking een tijdvak bestrijkt dat meenam, zuchtte de New Yorkse beurs cijfers van de New York Times is de
eindigt bij deze dinsdag en begint bij de verlicht en veerde aanstonds krachtig stand van bedrijvigheid in de V.S. nu
maandag van de onmiddellijk hieraan op, het voortduren van de staalstaking bijna op bet peil terechtgekomen dat in
voorafgaande week. ten spijit. Met deze staking wordt het de zwartste dagen van de laatste eco-

Mr. ,,Chairman", de humoristische economisch gezien steeds ongunstiger nomische inzinking heeft bestaan zodat
Amerikaanse benaming van 's werelds maar wat het menselijke betreft steeds er thans in de V.S. in feite ecen ernstige
grootste comediant, de Russische heer komischer. Eisenhower's reactie dat hij economische crisis heerst met dien ver-
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stande, dat de basis op force majeure voor de beurs in Amsterdam laagte- smokkelacties met de K.S.G.-tarieven
berust en niet op een natuurlijke weer- koersen werden geregistreerd. Dit baisse- hebben de schrootprijzen sterk doen op-
slag in de totaalsom van de menselijke klimaat duurde echter maar kort en lopen. Frank Rijsdijk, die door de sep-
economische bestedingen. Het gevolg is sindsdien heeft de Amsterdamse beurs temberbaisse van 315 tot 285 was terug-
dat de aanwezige voorraden van allerlei onder leiding van haar New Yorkse gelopen hervond zijn stijgingskracht tot
materialen en gebruiksgoederen in ver- zuster haar herstelkracht weer kunnen bijna 300 terug. De nog veel incouranter
sneld tempo opraken, vooral ook omdat hervinden, ook al ging dit herstel niet Holland Scheepswerf en Machinehandel
de bestedingsdrang op een hoog peil rechtlijnig in zijn werk. Zo konden handhaafde zich op de driemaal pari-
blijft gehandhaafd en niets er op schijnt bijvoorbeeld van de internationale fond- stand.
te wijzen dat de bestedingsbereidheid - sen Philips van 612 tot 643 oplopen, De lokale markt kon zich eveneens
de grote factor voor het niveau van de Unilever van 615 tot 650, Aku van 347 goed herstellen. De voortdurende droogte
conjunctuurstand - evenredig met de tot 380. Alleen Kon. Petroleum wist zich bracht het aandeel Koudijs bijna op 300 %,
produktie afneemt. Vandaar dat sommige maar ternauwernood te herstellen en ongeveer 100 punten meer dan Zwaar-
economen zeer optimistische uitlatingen blijft daarbij opnieuw achterop sukkelen. demaker, die toch ook goed moet
tcn beste geven over de herstelcampagne Opmerkelijk nieuws kwam deze week ,,boeren" en waarop in deze kolommen
die het Amerikaanse bedrijfsleven zal voort uit de sector van de Delimaat- reeds meer dan eens de aandacht werd
gaan vertonen zodra de staalstakingen schappij. De eerste grote verhandeling gevestigd. Een krachtige koersrunner
maar beindigd zijn. Tot deze laatste van de door medewerking van de Delimij was Kemo, die opliep van 466 tot 484
kan men nu ook de dynamische presi- verbouwde Italiaanse tabak bleek een en Smits Transformatoren die van 258
dent van de New York Stock Exchange, groot succes te zijn. Verder viel het extra tot 280 steeg. Van laatstgenoemde kan
de heer Keith Funston rekenen, die in dividend van Deli's Amerikaanse zuster nu spoedig een verslag tegemoet worden
Australie schijnt te hebben gezegd dat Am. Sumatra Tobacco van 25 dollar- gezien. Dit laatste is ook het geval met
hij een nicuwe hausse verwacht waarvan cent op en de door deze vennootschap Rijnstaal, die van het sterk verbeterde
ieder niet alleen verbaasd maar ook nagenoeg verdubbelde netto-winst over klimaat in de buizenindustrie profiteert.
versteld zal staan. het pas afgesloten boekjaar. De koers Wij zijn benieuwd of over het door een

Deze wel zeer optimistische hausse- van de Deli liep in de verslagperiode op stockdividend verhoogde kapitaal op-
mentaliteit latende voor wat zij is, kan van f. 165 tot f. 170. Senembah trok 7 nieuw 10% zal worden uitgekeerd. Die
men echter wel opmerken dat de beurs punten aan op grond van de in de jaar- koers van 260 drukt nog wel enige
toch over een grotere weerstand blijkt vergadering geuite wens met de Deli voorzichtigheid uit. Voor het soortgelijke
te beschikken dan men op grond van de tot een nauwe vorm van samenwerking bedrijf Excelsior ontwikkelde zich in de
onderliggende economische verschijn- te komen en de bewering dat het aandeel verslagperiode een goede vraag die het
selen zou mogen verwachten. In de in in feite heel wat meer waard zou zijn dan fonds een 10-tal punten deed oplopen.
ons vorige overzicht geanalyseerde de beurs er thans voor geven wil. Het verslag van deze onderneming kan
moeilijke rentesituatie in de V.S. is nog De scheepvaart bracht deze week wei- eveneens op korte termijn tegemoet
steeds geen wijziging opgetreden en de nig nieuws op, hoewel de indruk wordt worden gezien hoewel er wel geen divi-
optimisten hebben nu maar hun hoop gewekt dat de gebruikelijke najaars- dend uit zal komen.
gezet op de verwachting - of liever opleving op de vrachtenmarkt ook dit- Van de staatsfondsenmarkt kwam ten
gezegd - de vurige wens dat in het maal niet geheel ongemerkt voorbij zal slotte nog het nieuws dat de poging de
nieuwe jaar in deze benarde geldsituatie gaan. Veel hangt er echter van af in hoe- 41% rente tot 41 % te forceren is mis-
van de Amerikaanse overheid een stabi- verre de reders hun opgelegde schepen lukt, waarbij de steden Amsterdam en
lisatie zal mogen optreden. nog weer in de vaart zullen brengen of Rotterdam dus wat te voorbarig bleken

De verslagperiode begon met de definitief de weg naar de sloper zullen te zijn geweest. Door de hoge rente in
flauwste dag van de maand waarop laten opgaan. De slopersbedrijven maken de V.S. zal men in ons land voorlopig
tegelijkertijd met de korte staking van in elk geval goede tijden door, want de wel van een daling van de rentevoet
enkele groepen zetters in Nederland Amerikaanse staalstaking en Duitslands moeten afzien. J. Th. W.

De verkrijgingsprijs is de waarde ten tijde van de successie,
dus ten tijde van het overlijden. Verhoogt men deze fictieve

- () -- IIiiJ& prijs met het successierecht, dan wordt uiteraard de ,,winst"
met de fiscus bij verkoop kleiner.

De belastingplichtige verloor het geding blijkens een arrest
-- van de Hoge Raad van 29 april 1959.

,Aanmerkelijk belang"-aandelen De Hoge Raad overwoog:

en sucessierecht dat aan de artikelen 19 en 21 van het Besluit op de In-
komstenbelasting 1941 de gedachte ten grondslag ligt,

De vraag of ,,winst" wordt gemaakt belast in de inkomsten- dat de aandeelhouder met een aanmerkelijk belang, die
belasting bij verkoop van aandelen in een familie-N.V. (als zijn aandelen vervreemdt tegen een hogere prijs dan die,
deze een ,,aanmerkelijk belang" vormen) is afhankelijk van waarvoor hij deze had verworven, zijn aandeel in de
het verschil tussen verkoopprijs en verkrijgingsprijs. winst van de vennootschap, voorzover deze geacht kan

Het is evenwel mogelijk, dat andere factoren invloed worden te zijn verworven gedurende de tijd, waarin de
hebben op deze winstbepaling. vervreemder het aanmerkelijk belang bezat, realiseert

De vraag is behandeld of betaald successierecht op zulke en aldus een door de besluitgever als bedrijfwinst ge-
aandelen voor de erfgenaam de verkrijgingsprus verhoogt. qualificeerde opbrengst geniet;
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dat de wetgever, deze opbrengst in artikel 21, tweede Iemand kwam op de slimme gedachte een aantal dividend-
lid, stellende op het verschil tussen de overdrachtsprijs bewijzen, waar nog geen dividend op gedeclareerd was, weg
en de kosten van verkrijging, geen regeling heeft gegeven te schenken. Hij redeneerde: later wordt over het dividend
voor het geval, waarin de verkrijger de aandelen om inkomstenbelasting geheven dus ....... geen schenkings-
niet ontving en aan de verkrijging dus geen kosten waren recht; zie artikel 33, lid 1, punt 9!
verbonden; althans geern kosten, welke voor de waarde De belastingdienst ging niet met die redenering akkoord.
van bet aandeel ten tijde van de verkrijging de aanwijzing Ook het Gerechtshof stelde de betreffende in het ongelijk,
geven, welke de wetgever zich daarvan blijkbaar heeft zodat hij niet veel pleizier van zijn slimmigheidje heeft gehad.
voorgesteld; Het Hof overwoog:
dat de hierboven omschreven aan de regeling van de dat de wetgever bij het opnemen van de vrijstelling de
artikelen 19 en 21 ten grondslag liggende gedachte in bedoeling heeft gehad dubbele belastingheffing te voor-
zulk een geval meebrengt, dat de ,,kosten van verkrij- komen en daarbij in het bijzonder schenkingen door
ging" worden gesteld op de geschatte waarde van de een werkgever aan een werknemer op het oog had;
aandelen tijdens de verkrijging; dat daaruit valt af te leiden dat de vrijstellingsbepaling
dat het met een dusdanige wijze van bepalen van de slechts toepasselijk is, indien over het object van de
kosten van verkrijging van de aandelen niet strookt die schenking als zodanig inkomstenbelasting of een voor-
kosten ingeval van verkrijging als erfgenaam te verhogen heffing wordt geheven;
met het door de erfgenaam ter zake van de verkrijging dat in het onderhavige geval aan belanghebbende door
betaalde successierecht. de overdracht van de dividendbewijzen, waarop nog

De overwegingen zijn niet bijzonder duidelijk. Wie een geen dividend was gedeclareerd, met de eigendom van
aandeel verkrijgt door vererving en voor het verwerven van deze toonderpapieren werd overgedragen het daarin
die waarde een belasting (successierecht) moet betalen, mag belichaamde recht jegens de naamloze vennootschap
die kosten niet van de winst aftrekken, terwijl b.v. verkoops- op uitkering van het te declareren en op de dividend-
kosten wel in aanmerking worden genomen. bewijzen betaalbaar te stellen dividend;

dat belanghebbende derhalve verkreeg een recht van
Schenking van dividendbewijzen en schenkingsreclt. vruchtgenot, als bedoeld in artikel 29 van het Besluit

Artikel 33, lid 1, punt 9, van de Successiewet 1956 stelt op de Inkomstenbelasting 1941, hetwelk niet zelf het
vrij van schenkingsrecht de schenkingen, waarover inkomsten- object is van de heffing van inkomstenbelasting, doch
belasting wordt geheven. waarvan als opbrengst het uit te keren dividend aan de

Wanneer een werkgever b.v. na veeljarige dienstvervulling heffing van inkomstenbelasting is onderworpen;
aan een werknemer een flinke schenking doet wordt dubbel dat derhalve in casu geen sprake is van een verkrijging
belasting door deze bepaling voorkomen. Zulk een schenking van die belasting over inkomstenbelasting of een voor-
is belast in de inkomstenbelasting als opbrengst en is nu heffing van die belasting wordt geheven.
krachtens het aangehaalde artikel uit de successiewet vrij Deze redenering, die wel zeer spits is gevonden werd door
van schenkingsrecht. de Hoge Raad bevestigd. D. T. v. H.

gen over opdrachten. In bet vorige jaar-
verslag was vermeld dat er opdrachten

Al .voor 57 stuks binnen waren, doch uit het
verslag 1958 bleek dat op een bestelling
van 6 stuks geen contract gevolgd was,
daar de betreffende (Spaanse) maatschap-
pij door deviezenmoeilijkheden geen ge-
volg kon geven aan haar voornemen de
F 27 in gebruik te gaan nemen. Een an-
dere reden om voorzichtig te zijn met me-
dedelingen over mogelijke opdrachten voorSENEMBAH STREEFT NAAR ders zich tegen benoeming bij acclamatie. de Friendship bestaat daarin dat er sprake

SAMENWERKING MET DELI MIJ. Bij schriftelijke stemming werden de is van een zeer grote (vooral Engelse) con-
Een woordvoerder van de Nederland- heren G. E. van der Werff Sr. en Jr. ten currentie.

se groep die het Noorse belang in de slotte met 12.832 van de 12.864 uitge- Op het ogenblik worden er 3 Friend-
Senembah (f. 3 mln van het uitstaande ka- brachte stemmen benoemd. De beer mr. ships per maand geproduceerd. Begin 1960
pitaal) heeft overgenomen, heeft tijdens W. G. H. Chavannes kreeg 12.830 stemmen. zal het fabricage-tempo echter worden
de jaarvergadering van de Senembah mo teruggebracht tot 1½ h 2 per maand. Bij
medegedeeld dat men streeft naar een handhaving van dit tempo is men voor
hechte samenwerking met de Deli Maat- ALLERLEI ORDERS HANGENDE heel 1960 van werk voorzien. Men is dan
schappij op basis van gelijkgerechtigheid. DOCH NOG GEEN OPDRACHTEN ook door de opdrachten been. Uiteraard
Aan een fusie moet daarbij niet worden VOOR DE FOKKER FRIENDSHIP indien er geen nieuwe orders komen. Tot
gedacht. Van de Deli Maatschappij is De Koninklijke Nederlandse Vliegtui- nu toe zijn er 20 toestellen afgeleverd. De
dienaangaande reeds een bevredigend genfabriek Fokker heeft in het lopende directie van Fokker meent dat de Friend-
schrijven ontvangen. jaar nog geen nieuwe orders op *de F 27 ship nog jaren zal kunnen voldoen aan

Zoals bekend is de Senembah reeds in Friendship kunnen boeken. Er zijn aller- de cisen die aan een modern toestel ge-
het bezit van f. 181.000 nom. aandelen lei orders hangende, zo zei bet bestuur tij- steld worden. Zeker daar er geregeld ver-
Deli Mij. dens de jaarvergadering op 29 september beteringen en moderniseringen aange-

In geen geval, vervolgde de woordvoer- in Amsterdam, doch contracten zijn er bracht worden.
der van de groep, zal tot liquidatie worden nog niet gesloten. Op het ogenblik wordt Op bet ogenblik worden er in de Be-
overgegaan. Een exact beeld van het in de onderhandeld met Nieuwzeelandse en In- nelux en West-Duitsland twee prototypen
toekomst te voeren beleid kon men echter dische luchtvaartmaatschappijen. Het zal voor dit nieuwe toestel ontwikkeld. Hier
nog niet geven. echter nog enige tijd vergen voor er de- wordt aan medegewerkt. Hoe lang het zal

Bij de benoeming van de drie nieuwe finitieve resultaten van dit overleg ver- duren voor de machine in produktie zal
commissarissen, vertegenwoordigers van wacht mogen worden. komen valt moeilijk te zeggen, aldus het
de groep die het Noorse belang heeft over- Overigens is men bij Fokker kennelijk bestuur. Zeker is dat bet nog geruime tijd
genomen, verklaarde een der aandeelhou- erg voorzichtig geworden met mededelin- zal duren. Daarbij werd als schatting een
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tijdsverloop van 4 tot 5 jaar genoemd. produktie van Caravans (Dordrecht) is beterd, doch de bankschuld is toch altijd
Overigens levert de ontwikkeling van pro- ook nog geen beslissing genomen. Zoals nog f. 2.177.000 (2.398.000). Ruim de helft
totypen voor Fokker een waardevolle bij- bekend worden reeds enige tijd radar- van de voorraden werd per ult. 1958 dus nog
drage tot bet bedrijfsresultaat. ,,Al was het antennes gefabriceerd, terwijl de plaatver- met kortlopende middelen gefinancierd. Het
maar om bet bedrijf bezet te kunnen hou- vormingsmachines voor derden worden restant hiervan, alsmede de deelnemingen
den." gebruikt. en vaste activa zijn uit eigen vermogen en

Het bestuur van Fokker heeft redelijke Door cen der aandeelhouders werd nog langlopende middelen gedekt. Over de gang
hoop dat de nieuwe straaljager die te zij- gevraagd naar uitvoeriger gegevens over van zaken in het thans lopende boekjaar
ner tijd door de N.A.T.O. in gebruik ge- de resultaten van Avio Diepen. Het ver- wordt medegedeeld, dat de omzet in bouw-
nomen zal worden, een aanzienlijke hoe- slag vermeldde dat 'n redelijke winst werd bout in de eerste maanden een beduidende
veelheid werk voor Fokker met zich mee behaald. Redelijk noemde de directie in stijging vertoonde in vergelijking met de
zal brengen. dit verband 5 tot 10% van de omzet. Het eerste maanden van 1958. Conclusie: Een

Het bestuur achtte bet te vroeg om na- in Avio Diepen geinvesteerde kapitaal zeer speculatief aandeel, waarvan de kansen
dere mededelingen te doen over de - komt toevalligerwijs vrijwel overeen met niet te hoog dienen te worden aangeslagen.
blijkens bet jaarverslag - voorgenomen de omzet. Hieraan werd nog toegevoegd
nevenfabricages. ,,Wij wachten daarmee dat bij de overname van dit concurreren-
liever tot wij zelf concreter weten, wat wij de bedrijf andere zaken dan louter het Nederlands-lndonesische Suiker Unie N.V.
willen", werd gezegd. te verwachten rendement een rol gespeeld Uit bet verslag van bet N.1.S.U.-concern

De mogelijkheden die geen te grote in- hebben. Genoemd werd prijsconcurrentie. (Nederlands-Indonesische Suiker Unie en
vesteringen vergen worden op bet ogen- Tot commissaris werd bij acclamatie dochters Gempolkrep, Bogokidoel en Sen-
blik onderzocht. Zeker is dan dat men het herkozen drs. H. P. Jongsma van bet Mi- tanen-Lor inclusief deelnemingen Sluis,
alleen in de civiele sector zal zoeken. nisterie van Economische Zaken. Gispen en van Nelle) blijkt, dat van de be-
Over bet al dan niet doorgaan met de P. M. B. drijven in Indonesid niets bekend is, er uiter-

aard geen baten uit verkregen zijn, doch
daarentegen wel aan kosten f. 168.511 beno-
digd waren. Deze kosten (afvloeiing perso-
neel) zijn vrijwel geheel ten laste van de

-__ reserves gebracht. De inkomsten uit deel-
Het belangrijkste nemingen en andere baten waren overigens

van dien aard, dat weer eens een hoger divi-
uit de jaarverslagen dend kon worden gedeclareerd, namelijk

7 % tegen vorig jaar 62-%. Het liquide surplus
van de maatschappij buiten Indonesi8 kan
op f. 1.58 miljoen worden gesteld. Telt men

N.V. Houthandel v/h William Pont. Het exploitatiesaldo heeft nn de daling met hierbij nog de deelnemingen op basis van de
d boekwaarde, alsm-ede het belang bij Van

De financi61e resultaten waren over 1958 62o% in 1957 thans een stijging ondergaan Nelle op de huidige beurskoers, dan is een
belangrijk lager dan in het voorgaande jaar, met ruim 8.4%. Het dividend luidde onver- vermogen aanwezig van ruir f. 6.46 miljoen,
hetgeen voornamelijk kon worden toege- anderd 171 % overeenkomende met 58% vereenomnwezig van het miplaat-
schreven aan de gevoelige prijsdaling van van de aan aandeelhouders toekomende overeenkomende met 188 van bet geplaat-
vurenhout, die zich in het voorjaar van 1958 winst. In de balanspositie zijn verschillende ste aandelenkapitaal. De kosten bedroegen

voor de Noord-Europese exporterende landen verschuivingen opgetreden als gevolg van de m ag w e geht tme da he
voltrok en zich in bet najaar nog eens in gelijke nieuwbouw. De begroting voor deze hotel- kant mag worden geacbt, temeer daar het
mate herhaalde. Afgezien van de buitenland- uitbreiding beloopt in totaal f. 2.6 miljoen, N.I.S.U.-concern in feite slecbts een holding-
se prijsontwikkeling, heeft bovendien naar voor de financiering waarvan gedeeltelijk maatscappi is, waarvan de exploitatie
hoeveelheid de import hier te lande voor is gebruik gemaakt van de 51/4% converteer- weinig moite en arbeid kost. Bovendien
1958 de nawerking ondervonden van de bare obligatielening ad f. 750.000,-, terwijl bescbikt bet bestuur, naast de deelnemingen
bestedingsbeperking, terwijl als laatste daar- voor bet alsdan nog resterende bedrag een ad f. 5 miljoen, nog over verskillende
naast de te hoog opgelopen handelsvoorraad beroep zal worden gedaan op de liquide miloenen aan contanten o ons onverklaar-
per ult. 1957 lange tijd gedurende 1958 bet middelen (per ult. 1958: f. 2.5 milioen). bare redenen. Ooketstrevenvan bet bestuur
binnenlandseprijspeilnadeligheeft beinvloed. Volgens bet bouwprogramma zal de nieuw- naar een verdere terugetaling op bet
Niettemin ontvingen de houders van de bouw in april 1960 opgeleverd worden. Ook kapitaal verloopt in een uiterst langzaam
gewone aandelen 12% (onv.) dividend, die in 1959 is de gang van zaken gunstig. De tempo. Resumerende krijgt men dan ook
van de preferente aandelen 6.78 %, terwijl de bezettingsgraad is circa 80 A 850%, terwijl de sterk de indruk, dat bet bestlur aar goed
houders van de winstbewijzen f. 117,- vennootschap bij een percentage van 50% betaalde positie zo lang mogelijk tracht te
toucheerden. Gezien de lagere resultaten was reeds rendabel is, zodat van een ruime marge handbaven, hetgeen wij in strijd aebten met
de ,,pay out" echter zeer hoog, doch dit mag worden gesproken. de belangen van de aandeelbouders.
lijkt ons, de mate, waarin in voorgaande
jaren winst werd ingehouden, wel gerecht- N.V. Houthandel v/h G. Alberts Lzn & Co. Machinefabriek Reineveld N.V.

vaardigd. De bankschuld van Pont is door De vennootschap heeft als gevolg van In de metaalindustrie heeft Reineveld in
de lagere voorraden, zowel bij de moeder- als dalende prijzen en scherpe concurrentie in 1958 een relatief gunstige plaats ingenomen,
de dochterondernemingen scherp gedaald, 1958 haar bedrijfssaldo van f. 185.545 tot want het bedrijf was gedurende het afgelopen
terwijl ook de liquiditeit iets beter is gewor- f. 48.484 zien dalen, waardoor na afschrij- jaar redelijk bezet, zodat ontslag of bet
den. Over bet geheel genomen maakt de ving van f. 150.000, een verlies is ontstaan werken in ,,short time" nodig is geweest.
balanspositie dan ook een goede indruk. van f. 73.094, zodat geen dividend kon In de laatste maanden van 1958 nam de
Voor 1959 worden de te verwachten resulta- worden uitgekeerd, hetgeen ook over 1957 orderportefeuille zodanig in omvang toe, dat
ten wat gunstiger beoordeeld, aangezien de niet is geschied als gevolg van een afschrij- bet aantrekken van meer werkkrachten nood-
afzet en consumptie op de houtmarkt momen- ving van f. 160.000. Vooral de teruggelopen zakelijk werd, doch door gebrek aan vol-
teel op een hoger niveau liggen dan in 1958, omzetten in naaldhout als direct gevolg van doende geschoolde vakmensen in de omge-
terwijt voorts de concurrentiepositie van het de bestedingsbeperking in de bouwnijverheid ving van bet bedrijf kon aan de vraag slechts
hout ten opzichte van houtvervangende hebben de resultaten in 1958 in ongunstige gedeeltelijk worden voldaan. Het bruto-
produkten door de belangrijk lagere prijzen zin beinvloed, terwijl in de hardhoutafdeling bedrijfsresultaat ni belastingen over 1958
gunstiger is geworden. De houtprijzen de afzet door de verminderde vraag bij de week niet veel af van dat over bet voorgaande
vertonen thans weer een stijgende tendens. scheepswerven sterk terugliep. De officiale jaar, namelijk f. 833.000 tegen f. 840.000

opening van bet naar bet industrieterrein over 1957. Hieruit werden onveranderde
Grand Hotel Krasnapolsky N.V. verplaatste bedrijf vond op 18 juni 1958 dividenden uitgekeerd, te weten 6 % op de

De omzet is in 1958 bij Krasnapolsky plaats. De gehele opzet blijft aan de gestelde prior. en pref. aandelen, 80% op de gewone
iets hoger geweest dan in 1957, niettegen- verwachtingen voldoen, al waren de bedrijfs- aandelenenf. 16 per restantbewijs. De balans-
staande een teruggang in de verhuur van resultaten tengevolge van de hiervoren positie is gezond en heeft de laatste jaren een
zaken, welke echter gecompenseerd werd gekenschetste omstandigheden onbevredi- verdere versterking ondergaan, waaruit mag
door een verhoogde bezetting van het hotel gend. De balanspositie maakt een zwakke worden afgeleid, dat Reineveld een voor-
en een frequenter bezoek aan witte zaal en indruk. De liquiditeitspositie is weliswaar zichtig beleid voert. De export speelt een
wintertun dan in bet voorgaande boekjaar. door de lagere voorraadpost enigszins ver- belangrijke rol bij deze industrie. In 1958
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werd meer dan de helft ge6xporteerd, waar- weliswaar een winst geboekt van f. 151.000 -
van edn derde werd geleverd naar de tot de tegen in 1957 f. 71.000, doch de directie achtte
Euromarkt behorende landen, terwiji twee het noodzakelijk nog f. 100.000 extra af te vragef van Lezers
derde ging naar landen als de Ver. Staten, schrijven op de voorraden en het restant toe
Engeland en Mexico. Ook hct thans lopende te voegen aan de algemene reserve. Aanlei- - -2&
boekjaar laat zich weer gunstig aanzien. De ding tot dit telcurstellende resultaat vormden Beontwoord door J B.tungo, D Langeloor, W. C.
orderportefeuille is van dien aard, dat een voornamelijk de dalende garenprijzen als Poshurnus Meyjes en Mr. A. A. D. du Toy van Hes
relatief hoge bezetting van het bedrijf zeker gevolg van de vraag- en aanbodverhoudingen
tot het eind van het jaar zal voortduren. let op de wereldmarkt. Uiteraard moest hier-
aantrekken van een voldoend aantal ge- door belangrijk op de voorraden worden
schoolde krachten bliift de directie evenwel afgeschrevcn, tengevolge waarvan het be- M. v. d. P. te N. Overeenkomstig uw
ook in 1959 nog zorgen baren. drijf zware verliezen heeft geleden. Bovendien vraag inzake de Deli Atjeh delen wij u

vertoonden bij cen dalende markt de ver- mede, dat het voor deze vennootschap, die
N.V. Chocolade- en cacaofabriek Kwatta. koopprijzen van de eindprodukten de tendens in Indonesie is uitgerangeerd, moeilijk is

De resultaten van de vennootschap over om nog sterker te dalen. Hierbij kwam nog, elders voor hun activiteiten een lonend
1958 waren zeer teleurstellend voornamelijk dat ook de omzet 15% lager is geweest dan emplooi te vinden. De vestigingen in Bang-
als gevolg van de sterk gestegen grondstof- het vorigejaar. Ook leed het bedrijf verliezen kok, Columbia en Frans Kameroen moe-
fenprijzen. De afzet van Kwatta wat de tengevolge van onderbezetting. Ondanks de ten nog verder tot ontwikkeling worden
eigen produkten betreft vertoonde in hoe- belangrijke afschrijvingen op de voorraden gebracht. Gehoopt wordt, dat er iets uit
veelheid evenwel een stijging van 5% en in steeg deze post in het verslagjaar van het Bangkok-kantoor komt, dat inmiddels
geld van 10% t.o.v. 1957. Bovendien konden f. 3.98 1.000 tot f. 4.856.000. Omtrent de is gereorganiscerd. De omzetten zijn ge-
de kosten door cen in 1958 doorgevoerde oorzaak van deze voorraadvermeerdering stegen, maar ook de kosten. De animo om
drastische reorganisatie met 8% worden werd evenwel met geen woord gerept, het- tot buitenlandse vestigingen te komen
gedrukt. De onderlinge concurrentie was geen wij bepaald onjuist achten, aangezien is bij het bestuur niet zo buitengewoon
echter zeer fel, zodat er in vele gevallen zelfs men daardoor een geflatteerd beeld kan groot, at sluit dit het aangaan van zaken
beneden de kostprijs werd verkocht. Evenzeer verkrijgen, temeer daar niet kan worden in nieuwe gebieden niet uit als zich een
tot het minder gunstige bedrijfsresultaat beoordeeld in hoeverre het op voorraad wer- gunstige gelegenheid voordoet. Op de Ne-
heeft de Franse dochteronderneming bij- ken de onderbezettingsverliezen nog heeft derlandse markt is het zeer moeilijk nieu-
gedragen, die tegen de verwachtingen in, beperkt. De vermogenspositie van dit zo we projecten op korte termijn vruchtbaar
toch een niet onbeduidend verlies heeft conjunctuurgevoelige bedrijf is verre van te maken door de sterke concurrentie van
eleden. Ondanks deze tegenwerkende fac- fraai te noemen. De schuld aan bankiers andere maatschappijen, die vroeger ook in

.oren bljft de Raad van Bestutur haar strijd kon weliswaar een daling ondergaan, doch het Verre Oosten werkzaam waren. Het
tegen de kosten onverminderd voortzetten; beloopt altijd nog een bedrag van f. 1.4 mag dan ook cen gelukkige omstandigheid
iedere mogelijkheid om handenarbeid door miljoen. De te verwachten uitkomsten voor worden genoemd, dat de in september
machinearbeid te vervangen zal zij benutten 1959 worden wat gunstiger beoordeeld, 1958 overgenomen Commissiehandel v/h
en zij blijft er naar streven om de machines omdat de omzet belangrijk is gestegen. Schumacher zich gunstig ontwikkelt. Aan
een optimale bezetting te geven. Alleen dan Overigens kan niet worden ontkend, dat de het aantal artikelen van deze dochter-
is het mogelijk om aan de felle binnenlandse huidige koers van de aandelen (ca. 120 %) onderneming is inmiddels reeds een uit-
concurrentie weerstand te bieden en afiet op hierop reeds belangrijk is vooruitgelopen. breiding gegeven. Resumerende menen
grote schaal in de zich ontsluitende Euro- wij dan ook met de aandelen op de hui-
markt te vinden. Dat men hieromtrent enig N.V. Industrie v/hi Lohuizen & Co. dige koers (ca. 68%) de verdere ontwik-
vertrouwen koestert mocht blijken uit het let bockjaar heeft, althans in de cerste keling van het bedrijf wet te mogen af-
feit, dat hoewel uit de vinst over 1958 geen negen maanden een vermindering van de wachten, temeer daar hierin reeds een
uitkering kon worden gedaan, toch een produktie e en c daaraan inherente lagere aantal ongunstige factoren zijn verdiscon-
dividend van 5% werd betaalbaar gesteld, onizet vertoond dan in 1957. De binnenland- teerd.
waarvoor ecbter de dividendreserv e moest se afnemers plaatsten vooral kleine orders,
worden aangesproken. hetgeen tot cen ineffici~nte produktie leidde.

De buitenlandse omzct nam daarentegen toe.
Tricotagefabrieken v/h Frans Beeren & De binnenlandse omzet daalde met 17%, de
Zonen N.V. buitenlandse steeg met 20%. Als resultante

Het boekjaar 1958 is voor Beeren en daalde de totale omzet met 12%. Het gevolg
slechte periode geweest, zodat opnieuw het van deze ontwikkeling is geweest, dat het
dividend moest worden gepasseerd. Er werd exploi tatiesaldo bijna cen derde lager wasdan ABONNEMENTSPRS (00K VOOR BELGI£

vorig jaar. Dientengevolge moest het divi- EN LUXEMBURG) 19-- per ar. (BUT-
dend worden verlaagd van 

7 % op 6%, TENLAND f21 -. ) NDiEN MEN TEVENS
(Adiertentie) hoewel ook deze uitkering nog nict eens LiD S VAN DEVERENIGING,,EFFECTEN-

verdiend werd. Immers aan het winstsaldo 8ESCHERMING"(WAARIN OPGENOMEN
0 is cen bedrag van f. 62.033 uit de belasting- W FONSEN

reserve ten goede gekomen. Dit impliceert HOUDERS) IS MEN f21,50(RESP. 1 23.50)
dat het dividend van 6 % voor 1% uit ge- VERSCHULDIGD VOOR CONTRIBUTIE

Een beleggingsadvies noemde reserve afkomstig was. De inves- EN ABONNEMENT TEZAMEN
teringen werden in het verslagjaar aangepast
aan de omstandigheden, doch beliepen desal- DE ADVERTENTEPRIJS BEDRAAGT f 0.40

uitgebracht door niettemin toch nog cen bedrag van bijna PER MM BIJ EEN KOLOMBREEDTE VAN
De Twentsche Bank biedt U een f. I miljoen tegen in 1957 f. 1.3 miljoen. De 4 CM. TARIEF VOOR ADVERTENTIES OP

atschrijvingen, op basis van vervangings- CONTRACTBASIS WORDT OP AAN-
verantwoorde keuze, aangepast waarde waren wederom hoger, hetgeen ons, VRAAG GAARNE TOEGEZONDEN

aan iet doel van de investeringsactiviteit van de laatste jaren •

Uw bei in aanmerking genomen, wel gerechtvaar- ADMINISTRATIEADRES: ALL E CORRES-
beggg. digd voorkomt. De balansverhoudingen PONDENTIE INZAKE ABONNEMENTEN

maken over het geheel genomen geen on- EN ADVERTENTIES UITSLUITEND TE
gunstige indruk. De voorraden kunnen ruim- RICHTEN AAN N.V. KONINKLjKE NE-
schoots met het eigen vermogen en lang- DERLANDSCHE BOEKDRUKKERIJ H.A.M.
lopende middelen worden gefinancierd. Wat ROELANTS, POSTBUS 42, SCHIEDAM.
de vooruitzichten betreft kan worden opge- TELEFOON 01800-69300
rmerkt, dat de verbetering, welke zich in de (3 LIJNEN) GIRO 5858DE TWENTSCHE BANK laatste drie maanden van 1958 voordeed,
zich in 1959 heeft voortgezct. De omzet van SECRETARIAAT VERENIGING

Uw financide raadsnan het eerste kwartaal lag reeds 15o hoger EFFECTENBESCHERMING
EN VERENIGING VAN FONDSEN.dan in de overeenkomstige periode van 1958, HOUDERS: WILLEMSTRAAT 63,

terwiji daarnaast de ijzergieterij en de metaal- s-GRAVENHAGE, TELEFOON 110784
gieterij evenzeer zal bijdragen de rentabili-
teit in 1959 weer op ecen hoger peil te brengen.
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oplopende grondstoffenprijzen, de financi51e per share gedeclareerd. Bovendien zal 3%
resultaten over het eerste halfjaar goede in aandelen worden uitgekeerd en wordt

BEU RS alier hande hoop geven op een redelijk resultaat over aandeelhouders voorgesteld over te gaan
1959. (Een aandeel waarvan de belegger tot een split-up in de verhouding van drie

bepaald nog maar af moet blijven). nieuwe aandelen op 1 oud aandeel. Het ligt

.od- b S Bij de Berghuizer Papierfabriek te Wapen- in de bedoeling na de split-up het jaardivi-
0 De bouw van de nieuwe Beatrix-nujn bij vlhefdebrdinegaganzkndend op $ I,-- per share te brengen.
Viodrop heeft tot flu toe een investering veld heeft de bevredigende gang van zaken dedo 1,prshetebegn

van ca. f. 30 m . gevergd, doch bet blijkt nu in bet eerste kwartaal zich voortgezet in de S Tot nu toe zijn de verkopen van de

ineens zeer de vraag te zijn of de mijn wel overige maanden van dit jaar. Verwacht Imperial Oil ongeveer 10 % hoger geweest

in produktie zal komen. Onder die f 30 wordt dat dit jaar een produktie zal worden dan in bet vorig jaar. De eveneens gestegen

n. zijn dan nog niet begrepen f. 27 0n. gehaald van ca. 34.000 ton tegen 30.900 ton kosten werden hierdoor gecompenseerd.
mn. zijn an p ano n ie egr e27ln in 1958. Het bedrijf beschikt over een ruime Verwacht wordt dat de netto-winst hoger zal

welke toebehoorden aan de Gewerkschaft orderportefeuille. De resultaten van de zijn dan die van het vorig jaar.

Sophia-Jacoba, waarvan het gehele kapitaal dochterondernemingen wijken weinig af * Indien de staalstaking en een zachte

in handen is van de NEMOS, van welke van die over het vorig jaar. De liquiditeit is winter de verdere resultaten niet nadelig
N.V. vrijwel alle aandelen in handen zijn gunstig. Gehoopt wordt een dividend te beinvloeden zou bij de Shell Oil Company de
van de Beleggingsmaatschappij Unitas N.V. kunnen uitkeren dat tenminste gelijk is aan winst over 1959 wel eens een nieuw record

De Sophia-Jacoba omvat nu nog een gebied dat over 1958. (Toen werd 11 % betaald). kunnen betekenen. Men verwacht dat die

van 130 km2 met exploiteerbare kolenlagen S Aandeelhouders in de Nederlandsche Dok ca. $ 5 per share zal bedragen tegen $ 3,85
die toereikend zijn voor meer dan een eeuw. en Scheepsbouw Maatschappij zullen er reke- over 1958 en $ 4,46 over 1957.
Voor de S.-J. lag het Vlodrop-veld in een ning mede moeten houden dat de financiele 0 Het bestuur van de Padang Portland
uithoek, dus was men wel bereid dit aan de resultaten over 1959 zullen achterblijven bij Cement stelt voor de winst over 1958 ad
Nederlandse Staat te verkopen. Belasting- die, welke over 1958 werden behaald. De f. 140.926,- aan de voorziening voor bij-
betalers zitten slecht doch aandeelhouders concurrentie op bet gebied van nieuwbouw zondere doeleinden toe te voegen. De directie
Unitas kunnen via, via, in hun vuistje wordt steeds scherper, dus lage prijzen. bestudeert een aantal projecten binnen de
lachen. Toch konden enige nieuwe opdrachten wor- doelstelling der vennootschap. En project

* De besturen van Blydenstein & Co. te den geboekt. Het reparatiebedrijf en de is in grote lijnen reeds uitgewerkt. In de

Enschede en H. Willink & Co. te Winters- afdeling werktuigbouw waren tot en met tweede helft van 1960 hoopt men hierover

wijk hebben besloten tot een nauwe samen- augustus zeer goed van werk voorzien. nadere mededelingen te kunnen doen.

werking. De resultaten van 1 januari 1959 af * Tegen onbekende, doch goede prijzen, 0 Begin volgend jaar zal de Internationak
zullen voor gezamenlijke rekening zijn en in heeft <1e Deli-Maatschappij het gehele aanbod Bedrifsmachine Mo. N.V. in Uithoorn be-
een bepaalde verhouding aan ieder der van 2.560 pakken Italiaanse Subtropical ginnen met de bouw van een nieuw laborato-
vennootschappen ten goede komen. Uit- tabak bij voorinschrijving verkocht. De rium voor elektrotechnische rekenmachines,
eindelijk zal het wel op een volledige fusie kopers waren afkomstig uit vrijwel alle

uitlopen. sigarenrokende landen in Europa. Het 0 De drie vakbonden in de textielindustrie,
grootste deel werd opgenomen door de te weten de Eendracht (N.V.V.), St. Lam-

SOp 29 September 1959 werden ter beurze Nebertus (K.A.B.) en Unitas (C.N.V.) heb-
geintroduceerd cert. van 10 sh. in de Col- Nederlandse handel. ben een gezamenlijk schrijven gericht tot
Energy, een Amerikaanse beleggingsmij. die 0 Eind 1957 werd besloten tot een fusie Van Vlissingen & Co.'s Katoenfabrieken
een voortzetting is van de reeds hier geno- tussen de Leidsche Textielfabrieken Gebrs. N.V., waarin om een onderhoud verzocht
teerde Gas Industries Fund Inc. Deze laatste van WiJk & Co. N.V. en de N.V. Van Cranen- wordt naar aanleiding van de bekende
stukken kunnen worden omgewisseld in burgh & Heringa's Sajetfabriek. Thans is bet moeilijkheden welke zich de laatste tijd
Col-Energy. De gelden worden belegd in dan zover dat de aandelen kunnen worden bij deze N.V. hebben geopenbaard. Naar
energie-aandelen, zoals petroleum, steen- verwisseld in aandelen Van Wijk & Heringa verluidt zou dit verband houden met een
kolen, aardgas, atoomenergie, elektriciteit, N.V. welke tegelijkertijd ter beurze worden plan van oppositie-zijde, om de jaarlijkse
petrochemie enz. Zowel bet aantal uit- geintroduceerd. Het bestuur verwacht dat gratificatie aan bet personeel te doen uit-
staande aandelen als het vermogen gaven bet lopende jaar met een positief resultaat keren in personeelsaandelen van f. 100,-
de laatste jaren een sterke groei te zien. kan worden afgesloten. (Indien dat het geval en deze onder te brengen in een werkne-
Sinds de oprichting werd nimmer bet di- is mogen wel eerst de reserves worden ver- mersbeleggingsfonds, hetwelk dan bet per-
vidend gepasseerd. Incl. de kapitaalsuitke- sterkt. Dividenduitkering kan voorshand soneel op de vergaderingen van de N.V.
ring komt op basis van het dividend van beter nog maar achterwege blijven. 't Is zou kunnen vertegenwoordigen.
het laatste jaar bet rendement op ruim dus geen beleggingsaandeel en of er groei-
6% uit. Een fonds dat per cert. ca. f. 550,- kansen in zitten zal nog moeten worden
kost en in menige portefeuille wel een afgewacht).
plaatsje mag hebben. 0 Een van de drie firmanten van bet
* In verband met een toenemend tekort aan bankiershuis F. van Lanschot te 's-Her-
staal ziet bet bestuur van de General Motors togenbosch, de heer J. C. van Lanschot,
aankomen dat een geleidelijke stopzetting zal met ingang van 1 januari 1960 als be-
van de produktie onvermijdelijk zal worden. herende vennoot in bet bankiershuis van
Getracht wordt nog met de Phoenix Steel de Heren Vermeer & Co. te Amsterdam =

Corp. een noodovereenkomst voor de leve- worden opgenomen. Tezelfdertijd wordt Voorgestelde dividenden
ring van staal te sluiten. dan een nauwe samenwerking tot stand ~

* Ook de Chrysler Corp. zit met moeilijk- gebracht, waardoor de Firma F. van Lan- Amstel Brouwerij 6 % interim, als vorig jaar.

heden, maar die liggen meer op een ander schot een financieel en economisch belang Koninklijke Olie f. 1,50 interim, als vorig

vlak. Grote uitgaven i.v.m. de omschakeling bij Vermeer & Co. verwerft. jaar.
van de montageafdelingen zullen tot gevolg 0 Na al bet geharrewar betreffende de over- Priok Cultuur Mij. wederom nihil.

hebben dat het derde kwartaal met verlies name van de Oranjelijn door de Koninklijke Padang Portland Cement wederom nihil.

zal moeten worden afgesloten. Als de staal- Paketvaart Mij. kwam dan dezer dagen Moeara Enim, tweede interim div. van

staking geen roet in het eten gooit hoopt men bet bericht dat de K.P.M. de helft van haar 1414/ 1 5% of f. 28,- aan aandeelh.,

dat de winst in het vierde kwartaal bet ver- belang bij de Oranjelijn heeft verkocht aan de f. 28,- aan houders van winstbew. en

lies weer wat goed zal maken. (IJdele hoop?). Holland-Amerika Lijn. De prijs wordt niet f. 264,- aan houders van oprichters-

* Tengevolge van de staalstaking zit de vermeld, maar boze tongen beweren dat de bew. (Alles gelijk aan v. j.).

Erie Railroad voor de maand augustus ji. K.P.M. er toch een klein verliesje op heeft Amerikaanse dividenden
met een verlies van $ 1,7 mln. Besloten werd geleden. De H.A.L. had al lang plannen omr

het kwartaalsdividend op de gewone aandelen op de Grote Meren te gaan varen en zou Fonds Bedrag Rec.

te passeren. (Bedenkt u wel: na deze tijden dan in concurrentie komen met de Oranjelijn. $ date

andere tijden, d.w.z. als straks de staking is Door deze transactie is dit ondervangen. De

afgelopen komt er zoiets als een ,,inhaal- samenwerking van de Oranjelijn met de Consol. Natural Gas Co.. . 0.52t okt. 15

vraag" met alle voordelen van dien.) Fjell Line blijft bestaan. Continental Motors Corp. 0.15 sep. 25
National Fuel Glas Co. .. 0.271 Sep. 30

* In een tussentijds bericht deelde de 0 Het bestuur van de Gulf Oil Corp. heeft Pacific Gas & Electric Co 0.65 sep. 25
Quaker Oats Co. 0 . 5... 0 Sep. 24

directie van de Ned. Am. Fittingfabriek mede, behalve het gebruikelijke kwartaalsdividend Tidewater Oil Co. Pre. 0.30 sep. 25
dat ondanks het gestegen loonniveau en de van $ 0,621 een extra dividend van $ 0,50 Transamerica Corp. .... .20 okt. 2
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COUNCIL

for

PRIVATE INTERNATIONAL DEVELOPMENT

COMMITTEE: 1038 Pennsylvania Building
Hon. H. Struve Hensel, Chairman September 30, 1959 Washington 4, D. C.
Maj. Gen. Kenneth Buchanan (Ret.), Secretary STerling 3-2951
Hon. Oscar L. Chapman
James Terry Duce
Abraham Feinberg
Ho0n, Homer Fergusont
Vice Admiral Francis P. Old (Ret.)
David D. Ryus, III
Paul Smith. Jr.
Prof. Joseph M. Sweeney

Honorable Eugene R. Black
President

International Bank for Reconstruction & Development
1818 H Street, Northwest
Washington, D. C.

Dear Mr. Black:

I listened with great interest to the remarks made by you yesterday
at the annual meeting of the World Bank and International Monetary Fund
governors.

Particularly, I made note of your suggestion that a new organization,
made up of private international investors, be formed in an effort to iron out
differences between investors and foreign governments as a step toward ex-
pansion of private overseas investment.

The Council for Private International Development, whose chair-
man is H. Struve Hensel, former Assistant Secretary of Defense, has
developed a program along the very lines which you recommended. We
recognize that a healthier climate must exist if private investors are to
expand their activities in many parts of the world.

I am taking the liberty of enclosing a copy of the "basic beliefs"
of the Council, and other material pertinent to the Council's activities.

I would be most grateful to have your comments on the Council's program,

and I also would be pleased to discuss this problem with you in person at
your convenience. My secretary may be reached at STerling 3-2951.

You may be interested in knowing that we have had several meetings
on this vital subject with officials-of the State and Commerce Departments,

including Undersecretary C. Douglas Dillon, Deputy Assistant Secretary

W. T. M. Beale, Assistant Secretary of Commerce Henry Kearns, and

Acting Assistant Secretary Bradley Fisk. I would be pleased to discuss
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Honorable Eugene R. Black
September 30, 1959
Page 2

the views of these officials with you.

With every good wish, and with expectation of hearing from you
in the near future, I am,

.$incerel

Kenneth Buch n

Major Gener USA (Ret.)
Secretary

KB/hb Council for Private International
Enclosures Development
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INTERNATMNL
S* BANK *

INTERNATIONAL BANK FOR
RECONSTRUCTION AND DEVELOPMENT

WAS HIN GTON 25, D. C.
TELEPHONE eABYLONE 17-10 CABLE ADDRESS:INTBAFRAD PARIS

PLEASE REPLY TO

PARIS OFFICE! 67, RUE oe LILLE

PARIS (7E) - FRANCE

June 1, 1959

Mr. Leonard B. Rist
Director of Economic Staff
International Bank for
Reconstruction and Development

Washington, D.C.

Dear Leonard:

The Parliamentary Group for World Government is
anxious to get an informed opinion on the attached plan
for a "Protection Bank" as an insurance-banking mechanism
to facilitate investment in underdeveloped countries.
Its author is Dr. Pontzen, Treasurer of the World
Association of World Federalists.

Would you be willing to make some comments? To me
the plan seems to be cumbersome and unrealistic. Private
institutions have never been able to insure the political
risks of commercial credits, unless there is Government
reinsurance. In the case of investments their longer
term would make it even more difficult to assess risks
and to build up adequate reserve funds. The plan recog-
nizes this and provides for Government assistance in case
of need. But I doubt whether any Government would be
willing to underwrite the scheme under such conditions.

I am enclosing another paper on "Counter-Economics"
by the same author and on which the Parliamentary Group
is also anxious to receive comments. They describe it
as an attempt to provide a new analysis or idea-toy to
bridge the gap in the ideological struggle between East
and West on the economic front.

With best wishes,

Sincerely yours,

Encl. Carel de Beaufort
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THE PROTE.CTION OF PRIVATE' INV7STMENTS N FOREIGN COUNTRI7S

Thdodore C. Pontzen, Paris

I. A Plan for a "Protection-Bank" .. p.1
II. Arguments against it...... ............ p.5
III. Arguments in Favour of the Plan........ p.6

I. A P 1 a n fo r a "P r. o t e o t i o n B a n k"

Mr. Hermann J. ABS, general manager of the "DUTSCUT BANK AG.", Frankfurt/
Main (Western Germany) is the author of a study on "Proposals for Improving the
Protection of Private Foreign Investments" published by the "Institut Interna-
tional d'7tudes Bancaires" (Rotterdam 1958). He stresses the great importance of
the mutual protection Bankers. should grant each other when making investments in
foreign ccuntries: losses due to actions by governments of foreign countries to
which non-commercial loans have been made available could thus be kept down at
the lowest possible level.

As a matter of fact, thorough invstigations into the circumstances favour-
ing the violation of duly signed agrcments in various fields of international
relationship have shown the underlying legal instrumcnts to be by no means ade-
quate. The question thorefore apears -to ~be wheth-r ar convention aiming speci-
fically at the protection of invecstmonts in foroign countrie s would, as such and
by itself alone, suffice to guarantee tha inteority of thc funds invested there-
under.

It should be borne in mind that, quite genorally speaking, contracts,
treaties and agreements are effective only inasmuch as they rule an already con-
solidated state o- things and mainly serve as a shieid against the possible
recurrence of isolated perturbing phenomena. Yet, because such perturbations put

in motion well-known mechanisms and thus happen frequently in conformity with
wide-spread patterns, the actual probability is agai nst the very signing of agre-
ments of tha t type by any government afraid of tying its own handsl there are
good reasons to fear last the accepted commitments might jeopardize other importL:<
interests at stake.

Undoubtedly, Bankers, especially pcwerfil ones, have the desire and the
actual means of protecting each other by a mutual undertaking; but it is in no
way certain that an agreement of that sort between private institutions would
easily and rapidly develo1 . into an inter-govornmontal treaty, such as the convon-
tion worked out ly the "Socists pour Favoricer la Protection dos Investissoments

a l'Etranger", Cologne.

2. Analyzing the workings- of the econonic and financial forces connected with
the problem, one finds that as fr as Commercial Credits arc concerned, Export
Credit Insurance as practisr- d nowadays by all countrios interested in cxportation,
through a specialized institution operating under the umbrella of govornmental
guarantoes, actually grants pr-ot ction from tho major part of the very political
risks Mr. ABS wants to b, secured against. He how-ver is concernod with non-
ommrial Loans to which the principios of insurance cannot be made to apply,

because of their size and duration as wel as by reason of their relatively small
number.

This explains why, although a genuine demand for such a guarantee oists
since the cnd of the 19th century, ovry, attempt at privately insuring "financia
credits has ended in a check-mate. It has ne,,vor been possible, nor is it now, to
accumulate in time such reserve--funds as private insurance institutions would
need in order to face all eventualities; even the frame--wvork of an entire nation
market appears insufficient, and it would be an absolute recquisite - as shown
recently in the realm of nuclear risks - to form actual world-wide insurance
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pools. Howevor, due to the part played by anti-solection phonomena, an applicatio:
for guarantcs would be made only for financial credits of reduced soundness, and
the respective lenders would hardly be willing to pay to an insurance institution
any "risk-premiums" high enough to allow for the building up of the minimum toch-
nical reserves. The banks would keop for themselves the more or less fictional
risk-prmiums for their "safe" investments... instead of transferring them to the
insurance institutibns, which, unloss they duly receive them, would not be in a
position to bring tho average premiums down to a reasonablo level.

At the present moment, insurance institutions are altogother unable to
underwrito non-commercial financial risks; they would not even be temptod by an
invitation coming from the banks to participate in their projects of setting up
any corporation transgressing the boundaries of the genuine banking sector and
overlapping into the insurance-soctor. This would somehow appear to be a danger-
ous stop into a "no-man' s-land" lying betwoon the two fields; nevertholess one
may well ask onesolf whether some institution or techniquc - originating simul-
taneously from both the banking and the insurance sids - might not answer the
challonge called by prcsont-day political imperatives: something along the sugges
ed line might strongly appeal to people striving for further progress.

3. Banking circles can hardly be expected to be aware of a book compiled in

1952 and published in 1955 under the title of "Non-Proportional Reinsuranco"

(cd.Arithbel, Brussels). It contains a contribution entitled "La Reassurancc est-
elle appel6 a devenir une Fonction Bancairo?" in which the author of the present
paper suggests that Reinsurance (a basic factor for nearly every type of insurance
bus:iness., yet an unknown realm to peoplo outside) might in the near future
develop into forms which would blend banking and insurance methods into one.

The existenco of a no-man' s-land between the two fields was thus predicted
years ago; some kind of semi-financial and semi-insuranco method was recommendede
It might be made to apply - mutatis mutandis - to the problem of protecting in-
vestments, e.g. along the following lines:

In each country, Banks in co-operation with insurance institutions should
establish a Special Corporation (not moro than one per country) intended to
collect the "risk-prmiums" incorporated in the rates at which foreign investment
arc granted. (Nowadays, banks hold them for their own account.) If any foreign
investmont is jeopardized by some prejudicial measure (by order or with the
approval of the concerned governmont), the private investor would nevertheless
continue to roceive the agrod intorests and capital refunds... from the Special
Corporation, which steps in for the* failing debtor's commitments and at a later
date ondeavours to collect the outstanding paymnts.

2 It may happen, of course, that the initially accumulated risk-premiums prov
insufficient; to face such a situation, arising oog. after particularly heavy
payments, the Special Corporation should have the right of calling upon the
founding banks for additional credits so that overy privato investor could be in--
demnified. Those additional credits would b refunded to the banks by appropriate
annual payments out of the lending country's public budget and charged by the
government to the failing (borrowing) countries - such charges to be held against
the debtor governments whenever commercial, financial or other intergovernmental
negotiations afford an opportunity therefore.

The Corporation should be enabled to operate successfully by means of a do
facto monopoly in each state so as to centralize all pertinent information; a
narrow co-operation should be establishod among the sistor-corporations in all
countries; and a specific statute should be granted to them by national authoritP,

by virtue of an ad hoc legislation.

4. A Corporation of this type (to be named "protcction-bank" in English,
"bangue do ptotoction" in French and Sichorungsbank" in German) is by necessity
linked up with both fields of Banking and Insurance.

Indeed, the criteria of Ensurance have to be applied. because the risk
covered is a "probable" one, yet unpredictablo as to hgr, whon nor to what cx
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lossos will occur. Economic statistics will of course bo helpful in dotermining
tho most appropriate cvaluation of the risk (without going as far as to require
actuarial calculations) so as to establish the corroct "risk-proirums" to be col-
locted in excess of th genuin rates of interest.

On the other hand, the critcria > b-]kn, will *be applicable inasmuch as
private invostors will be orved the revenu and capital-rofund they arc ontitled
to whatovmhaerons; nor wi11 it he tho. responsibility of the bankers to make up
for any losses, their loans bcing7fully guarantood, against the turning-over of
the risk-prmiums to the Spocial Corporation, or protection-bank.

In addition to th.ir, prcmium-income, protection-banks would be ontitled to
be granted medium or long t rm crodits, the refund of which would bonofit by the
guarantoo of the lending countriest governments. 7ither tho borrowing countries
will oventually stan.d to their commitmonts and ropay what they owo, or have to fac.
legal claims including tthe principal plus intorst plus additional expensos, or,
in case of default, suffr the consoquenoes of thoir attitud.. (A similar system
is boing oporated in a satisfactory manner in the fiold of commercial export-

credits and the insurance bonring theroon.)

Thus one can say that basically, r totion-banks" are a moans of trans-
forrin_]ssjs the privat n i tor is in mrn the one charged with the onus of
possible defaults by borrowing countrios, hcausc the "protection-banks" and, if
roquired, the national budgcts will moot occurring lossas. The risk-promiums are-
borne by the borrowing countrios in Ih normal course of things, as herotofore.

Protcotion-Banks should under to :nanagement of a board of which not only
ropresentativos of banks and insurance institutions but also governmont-dolegntes
should be members, so as to obtain tho highest possible equity to the best of all
interests at stake. This howOve1or does in no wy imply that ovrnmnts should try
to get hold of the management of protoction-banks, as the latter aro meant to
safoguard the intcrosts of privato invustors and not those of any government - it
is in no respect a matter of adinistrating public funds.

5. Responsibl1 leaders will of courso themsolvos what exactly is supposod
to promoto the improved secourity of investments threatened by nationalization,
dovaluation, freezing and so on.

First of all, a "community of risks" comes into being and ought to make it
oasie-r to enter into "adventures" which no isolated member would dare to face.
Secondly, a "comrmunity of retaliation" is formed: it would b powerful enough to
provide offici nt protoction against dofaulting debtors. I t third place, a
"community of mthod"is achioved, preventing debtors from playing off their
creditorc against oach other, and apt to devolop (onco sufficient o-perience will
have been gathored) into an "International Convention f the P' Protection of Privata
Property'"s Rig-ihts in Toroign Countries".

But the mattro;r also shouTs another aspect of alnot equal iportanc: in itse
the oxistanco of "protetionis not an adaquate means of proventing any
borrowing country from nati)nalizing, dcvaluating' or freozing foreign property;
such stoeps are frequotly taken half-heartedly and because they ar considered a
minor evil - they usually stem arom provious abcrrant ways of administration which
after a cortain timo h p d, cannot any longer to put straight by equitable
means.

It follow therefrom that the aim a otect g" already grnted loans has
to be completed by an attempt at "provantion" o lossos which ig"ht arise in the
future, As in the fiold of export-crdit-insurano, it is essential to ostablish

complementary institutions in the borrowing countries. In normal times, they
would act as correspondnnts to tho "Protection-Banks" opratin in the investors1
countries. They would provide all roquirod information, advise the borrowers and
collect interost and refund paymnts. en necessary, they eold' issue and spread
appropriato warnings. Thoir ain role i-gt easily consist of giving (before it is
too late) "teochnical advio" to the hoven of ti" borrowing countries; such
advice, when oorming from a local institution, w7ould roe more easily accoptablG
than if it camo from foreign countries throug Iban2king and diplomatic channels.
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Finally, the economy of the borrowing countries would eventually fool itself sort

of "associated", with the guarantees granted to foroign investors.

6. Nr. 15 of the German periodical "Vrsicherungswirtschaft" (Karlsruhe, 1st
of August 1958) contains an article entitled "Sichorheit - Sicharung - Vorsicher-
ung" whoroin the author of this paper undertook to outline the close rolation-
ship necessarily existing betwcon 10 the stability of currency and finance,
2 the adequate protection of all economic sectors, and 3 the part Insurance
plays as a shield against accidental lossos weakening the framework of economy
and finance.

Those considerations apply also - and even the more so - to foreign loans
and credits: unless all nocossaryreocautions are takeon to the effect that ecch
and every possible cause of loss be duly considored in advanco, the danger of a
failure in the field of investments is so much the greater. The utmost vigilance
must thorefore be oxcrtwA as to the actual covering by traditional insurance
methods of all non-political risks: this should bo one of the tasks specifically
incumbent upon the Insuranco 1n on the board of protection-banks.

(Incidentally, this neccssity has already boon stressed by the author of
this paper in his university-dogroo thosis "Zur Frago der Kroditvorsichorung",
Vienna 1927, non-published).

Quito recently, in the framework of a study-conferonco held at Piutorsborg.
Holland, in August 1958 under the auspices of the "World Movoment of World
Federalists", the very problem discussod hore was made tho subject of the pro-
ceedings of one of the commissions; the author of these lines had the priviloge
of sitting with some members of the '"conomist Intolligenco Unit Limited", London
horo are some of the conclusions arrived at:

INEQUALITY BDTWEEN NATIONS:

...... 1.2. Private capital has not provided....(the moans for the infra-structure
of under-dovelopod countries)... owing to political risks and economic
disadvantagos.....

....... 1.3. To further the industrial develorment on top of this infra-structuro,
a WORLD INVESTET NiT CODE combined wat- insuranoe facilities against
nationaliza9tion: d luation and othor rigks, could foster confidence

i J .andi-ghificantlyrincreaso private foreign invostmnts."

It would indeod be sounior policy to achiove the best co-operation between
banks and insurance institutions in view of the appropTiate initiatives to be
taken, rather than to wait for the United Nations to conceive, discuss, negotiate
and. sponsor them.

7. Taking into account all that has boon said previously and roverting to
eIr. Hermann ABS' aforocited booklet, it will be found that in part IV, page 27,
last paragraph, under item a), a suitable arrangement for the exchange of
experience and information is required: this function is taken care of, except fo
the fact that it does not appear in the shapo of a "special committee" but is
fully incorporated in the "protection-bank". The "banks" from all countries would
between themselves form the international consultativo commission provided for
under items b) and c),page 28; the same body, or some enlarged group of govern-
mntal representatives as mentioned in part IV would assume the further functions
outlined under itom d).

The conclusion of an international convention as proposed by Mr. ABS will
no doubt have to be postponed until a later dato; but its principles could. -
right from the beginning of any action to be undertaken - be accoptod as a model
charter to which every national protection-bank could and should conform as far
as possible. It is quite conceivable that the protection-banks might arrango
between thornolves some mode of arbitration (in case the opinions of the banks
of investing and borroving countries differ); such a system has for a long timo
boon in operation betwoon Insurance and Rinsuranco Companics.
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It can to imaginod that thu network of protctnc-banks will t o ablo to

advis th*ir respectivo governmonts about the stpssg e by Mr.AB (!pag]
penti lthe actual possibility of concluding formal conventions tween nations,

this kind of technical p2 orssrcre ou givo, if not full, at loast appreciablo

rcsults.

As a conclusion, it may to aporopriate to stato that - by roason of the

impossibility and improbability of tho intcros te govornints o ablo to

ostablish an officient conv.1e.ntion in ahr space of tim m, and lc of the

nceossity to conodso duo im-portancoe to tochnical factors - Ot croation of Pro-

teotion-Banks should provido as acccptablo moans of achieving the oaim describe

horoabove at an early data, ospocially if the intornationc oope.ration ho btccon

the bancks wcorNs out satisc tori ly.

II. Tl h P 1 a o f a P r o t o t i o n - E a n k: A r - u n t

A lading membor of the "Intornational Institute of Banking Studi

voicdL 1 f.ol i .'>lowing objections :

1. Tctical 1osn

Bn r striving!_ to obtain political Lod lo l uarantos from the

poontial borrowing oountrios. This moans that uither thcs ro.otivo co-vrnient

or somo intrconational body undrtaka not to not i- any wacy whichwould iterfor

with loans, privato or public, duri'g th poriod of placat and until thy
aro fully rspai.

As long' as thro is sono'hope that, pucinsly in ordr to obtain loans

which otherwiis iould not bo mad availablo to th., govramonts might avuntua]

bo ready to gi've th qirdgaanos hecrita o-fsm os tign

shcom (for in a "rotooo-bank") iht ator h. from cceding to th'

BaOrs' aims. 'Thus, it wouli not to soupi policy to wo simultanously on bot

sohumcs

2. Basic Rcason

A "protction-b'ank would not rocovo the roots of the. problo; it ight

make mattors oasier for P11 concornod partios without inducing governments of

borrown ' cntries to promot. a hoalthy and stoady policy ,ith rogard to loans

falling undr their juriiction.

Such goVeMnI s, ! aC acatt0r of 1Fct, woul r scape th0 neoessity of

stabilizing tMo conomic conditions a the oarlist possibl ioient: thus tho

basic scurity of thn plannd invastments would. rmain joopardizod.

3. Rcasons of Pria'i-pl

A "protection-bn"' would, according to Who plan sub2itted, roc0:ivciv ito

"risk-prmlim" fIron th anding a ou-ntris; if th refun1 sorr.oly opert I
thon of course th oharl's would hava boon ' rne ultiato]ly by the borrowing

parLi s;, buntoy o ult cwold havo to be cov-2rd out of the l 1nding countris

means.

It ight ea sily 1po that oo rring curi fulil their obli-

gations corrctl w hilo thL o not; in tha0t aso th formor ould pay for

the latter - this wmuld not tougi abo

it is noc possiblo 9 tUKmo ;th ri1k premiums with any degroa..

of accurncy nor to M-1 a rufficint r avd tho!."[ initial opcoing * 1:12i
Iftl ov mmt of &he ilomling ac'ak7io ar. adunaadac a

under thi-r g uarantee"s totelnigLan'.r a:t the aina a-pyr opr
.11) Li .0 A .A 2 2 5. ' '' -,1 -
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it might prove extromely difficult to obtain the Treasury's consent to that typo
of operation.

Even if the commercial risk is excluded and only the political risk coverod
(i.e. currency devaluations, the passing of laws detrimental to foroign creditors,
the freezing of foreign loans' servioc), the governments of the londing countries
must always bo vory reluctant to assume the required obligations, not knowing
whoro such commitmnts might lead thom.

5. Roasons of Lack of Roliabilit

It might bo a wrong issue to rely upon the Unitod Nations or any of thoir
Spocializod Agoncias for prossure to bo brought upon dcfaulting debtors, bocauso
the majority of those inte rnational bodies are rnado up in such a way that their
dccisions will be taken by political rather than by equity roastns.

The projects worked out by the International Instituto of Banking Studios
avoid the shortcomings outlined here-above, the more so as they aim at educating
the governments of borrowing countries towards a status of increasing responsi-
bility and reliance. Very rapidly, good governments would stand out among all
othors, and their example would have to b- followod by loos good ones, othorwiso
no loans would become available to them.

III. A d d i t i o n a 1 A r g u m o n t s i n F a v o u r o f t h e
P r o t r c t i o n - B a n k.

Rocant contributions to the problom (for instance in LE M0INDE, Paris, of th
30th Novembor 1958) all s tr-ss the point that whatever commitmonts are acceptod
at a giv en moment by a borrowing governmont, they might becomo nil and void at an>
later time: overy sovereign govornment can overthrow existing logislations by
moans of unilatoral passin- of laws to the effect required under new conditions,
political or otherwise.

Evon if some international convention could be set up, whoroby tho respec-
tive privileges of savor-oignty are abandonod to some supra-national authority, it
cannot bo oxpoctod that in the near future offective sanctions ill b onacted;
governments being roluctant to sign tho "magna charta" suggested by the Bankors,
negotiations to that end would oxtend over many years, and the right time for
placing funds would pass; the Soviet policy of intorfering wherovor the Western
world offers them an opportunity would be oncouragod.

While there is no doubt that internati onal a betwoon lending and
borrowing countries, eog. undcr some World Credit Authority and with compulsory
appeal to a orld Arbitration Court, might lead to serious improvomonts, it must
nevertheloss bo strossed horo that to arguments in favour of "protecting-banks"
are not, thoreby, overrulod.

The five typos of arguime nts against "protection-banks" may b answerod as
follows:

1 . Tactical Reasons

As and when tho Soviots show increasod financial strongth and willingness
to invost funds abroad, the borrowing governmonts will be in a botter, instead
of a worse, position whon negotiating loans with Wstern bankors. There is no
chance at all to see the Soviots bacome a partner in any supra-national agrooment
about guaranteos of loans.

2. Basic Reasons

Tho roots of the problom cannot bo found in purely economic or legal
features. There are many human problems involved, oither under tho aspect of
politics or under the angle of the average dlgroe of education reached by nations
of doficiont standing. The governments of rriaitivo countries will not bO ablo



to abido by rules and agroomonts normally obeyed by advancod nations. The loans
to b grantod are intendcod. to improve the underlying as wll as the apparent situ-
ation.

3. Reasons of Princisle

Whilo it s obvious that Bankors argu. along the lines of their customersi
"morits" (morally and lcgally speeking), it is no loss cloar that insuranco-mindoa`
oconomic loaders hav a differnt appoach: otherwise, n ithor inport Crodit Insu-
ranco nor Fidelity Guarantoos nor any- othor sort 0f covrae wh;ro human eoaknesso:
may play a big part could ever to turmnd into ccnomic realitios nd ,ivc thc
roquired servicc... particularly to bankrs anxious to prot()ct their depositors'
legitim ato intorls. Insurance often intorcodos whor puroly legal commitments
fail to m.ot incurred liabilities and. whore Iol-s may exist in tho fabric of tho
law.

4. Tochnlcal Reasons

Th roluctanco of govoranmonts to st asido specific funds to mcot losses
arising out of political crodit risks- a very normal r eaction has nover pro vent
ad thomn from dcvoting whatever was required to the victim.s of catastrophes, dis-
asters and so on. Quito recently, they have sono much fate than tho guaranteo
for foreign loans would ovr cmmit thom: they have assuo-d tLie responsibility
for all damages xco ain the availablc insurance facilitios for the public and
third party liability conneDcted with uclear plants, ihetihr producing power or
proprlling ships, aircraft -to. (The coverage for "war risks" belongs to the same
category of unlimited and unnown commitments.)

5. of Lack of Rliability

hilo it is true that at prosent n-ither the Unitd Naltions nor their
Specialized Agoncias are as officient as thoy arc mcant to bocomo in the long run
nobody will t t i bttor off by shortoircuitin-' thorn; thi pr snt lack of
strongth mighFt be mad to disa pp"ar radual ly if they arc antruste d with additionas
tasks. Internatona conventi-ns for spe0cific purposos not linked Aith broader-

based institutions se to to los rol , right now as well as in the future,
than arrangments with iseitin inttutions having- alrcady prcvious performances
to their credit.

Thus, the fivs arguments against "protoction--banks" advanced by the representativ,_
of tho Intornational Instituto of :Banking Studies can b answerod with a fair
likolihood of countrbalancing them in the field of probable efficiency.

This should not provent spocialists from going to the root of the problems
involved and invostigating the chancos of "protoction-banks" as an actual means
of promoting tho -ecurity of foreign investments.



"J0 U T E R - E C 0 N O M I C S"

by Theodore C. Pontzon

1. What doe s the war d me an?

When the main theories about Economics were first conceived, only a few
people had an adequate knowledge of what it was all about; and those few
reasoned in terms of abstract "economic laws", such as 'supply and demand'.

In this present world of ours, "other-than-economic" arguments are in-
creasingly present in people's minds, over and above economic reasonings.

Let us examine the "demand"-angle first: There are three main categories of
people today:

a - Under-privileged people - whether as a class in the framework of civilized
nations or as an overwhelming majority in stagnant countries - have little to
lose but much to gain: their immediate 'needs" (food, ehelter, clothing, health)
will determine their predominant attitudes, and they will be generally ready
to exchange any abstract achievements (such as Liberty, or Peace) against
actual means of overcoming hunger, cold, sickness and other primary wants. As

Lord Boyd Orr put it: if you offer such people the Four Freedoms or four sand-
wiches, they will choose the sandwiches.

b - People who have attainod a higher economic standing. These have more to
lose than to ga-n it ii their aim to secure a "profit", i.c. to live and work
in a secure and happy world ailowing for gradual unhampered increase in wealth
and (general) wel-bei ng
c - Those belonging to a third group, scattered rather irregularly nationally
and internationally, aro inclined to think less about their "needs" or "profit"
and rather to live by their "aspirations". Ideological, religious, artistic,
compassicnatc values mean more to them than food or wealth.

Those three types are to be found all over the world, and they form a most
chaotic crowd: the other-than-- conormic (or. as we may now call them: counter-
economic) attitudes and motives of the second and third groups interfere con-
stantly with purely econesuic thinking and action.

On the "supply' side, similar observations can b- made: primitive producers
(poor farmers, industrial workers, clerks, craftsmen, small shopkeepers and so
on) feel compelled to Jellwhat they hold: their crop, bodily strength, skill,
produce, service -- at the 'highc et) price they can get, But whatever they earn
is badly needed j-'st to meet their primitive requirements.

Better-off peopl wiill ac u with greater skill, fore-thought and carefulness:
they can afford to abstain from selling in a weak market and to adjust their
output according to the changing price-level. Often, their very motives are
opposed to those of the "ncdy" men and women, and sc are their actions. in the
field ot economics.

Thirdly, those who live on their aspirations will do idealistic, scientific,
politial nd oimilIar uork without giving proper consideration to its economic
impact and consequencves. This group feels that this is the only life worth
living, whatever Joss privilegd individuals may think about it.
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Such an approach. invitably loads to the conclusion that no action what-
soavor in the oconomic fiold can bo jud "d according to puraly ' coonomic'
standards. Thu incontives of porsons involvod activoly or passively, as weull
as tho social framwork aithin ccih -things occur, have also to to considorod.

To be realistic it is nov incum-b nt up on us to find out whether and how
the intorplay of economic and othor-than-oconomic factors can b: sstematized
in such a way that they fit thc proble-msu wo haiva to dl w i th. (Toto serious
attampto 'at systomatizing this intorplay arq boing mad in Franco; results,
though far from completo, are very encoura'ing; a synopsis of th.. m may be found
in "TJ 110N"11 of the 31st ay, 1950j).

It follows from this that it docs not mako sonso any mor: to rcgard othor-
than-oconomic, i.a. 'countor-ooonomic' olaments, as (eviations, obstacles, or
weaknssos opposing norm,:al economic developm2ntus. We ra now and in the futura
compolld to study count or-oconomi cs m1,iost carefully and to de'cvotc to tham un-
biased invostigation, human nature and the aorld bing tacen as they arc, and
not as we would Iik. thom to be.

Roughly opra.iin g, Socialist and Communist doctrinos concoive uconomics as
basically, mainly nd nocssarily bytemind by tho "nocds" of under-privilagod
consumers; production and distribution should K organizodCd in sach a way that

thoso noods disapnoar as quickly and thoroughly as possibl.

Caitzlist and Libaracl thcoric put "profit" high abovo "ncods" on the
assumption that in thn long run tho driving-power of profit is strong Unough to
satisfy all types of nedsi.

Th advance of scica and automation il in the .ad Au an increasin'
numcbe r of mn into the thid ao a "aspiratio" as and whn complot
sufficioncy, ovon abundanco, o: Eaiorial goo&s will have benachievc. This is
already b mginnin' to hap' in parts ofandinavia.

It appoars vorth wl o and vay promisin to d doo1'por into this oarticul
ficid and to work out a methoi by wJhich cnonoi an. countocr-oiomic forcas (,an
bhst be co-ordinatedc and diret cted towards th improvaiont of thc wall-boing; of
mankind.

II. W h y "C o u n t r - o n o ci o o"?

A £fauly roglaa ttrn of Countcor-conmics can bdrted; taking' Invost-
monts as an Cexamfpl, WC wo h'll i following groups:

A) Category of "o

1) "Invstmionts" are mei.aninglo to d u only conecuarnoad wm i th thir
primary noods. Tho y ar Easily led to beliso nat invcstmcnts aro a means
by whliich Cailopor1ats its domination ovr Labour. This group's undor-
standing might include " vings" but cannot be expectcd to go beyond that.

2) Invcstmnnts appear mainly tas a m '(fun) mploym'nt, to
individuals intor'sted in tradw-unionism o.. 511 find it very difficult,oven impossiblo, to ta at broador viar.

3) Investme nt ' arc considere a b sociali t loadrs aa2 anl apation icy wich
capalists sorvc their coisti aims, whr c v channls apa

priat ' to'ards their m'ost eqitalo utilizatilo -in th frame-worb of
constructivo plans investmnts s1ul al .r b for the
strngthoning of prca xu

13) Cato"oy of "ofit"

yam .not primaily co'rlot' c t con'ntrA ' on bd conomic
activity ( at simplo wago-arning) iAis ;d noc'it'ats th trac';sfor!
ation of caita un into labour ants, ra a vicacn so
0n alt o n a c a -transform'ion into catal slightly
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increase. This increase (interest, benefit, profit) is considered as the

predominating incentive in the realm of economics.

2) Investments in the eyes of business-men, manufacturers and finance people

are a compulsory feature without which they would be unable to work.

Nobody should be allowed to interfere with the laws and rules governing

investments. Every man has the opportunity of partaking in this field and

should eventually benefit in a fair share of the profits thus obtained.

3) Political and financial leaders consider investments as the key-problem

to national and supra-national prosperity. The secure yield of the maximum

investments holds the promise of lasting overall well-being.

C) Category of "Aspirations"

1) A man either wealthy enough to disregard needs and profit or mainly con-

cerned with other-than-economic activities will hardly grasp what invest-

ments mean to the banker or manufacturer or the authorities responsible

for economic developments. He may feel that Economics are of no genuine

importance to mankind and should submit to ethical or spiritual commands.

2) A man holding a respunsible position in a non-profit institution will

consider it as an obligation for Society to invest oapital-funds in ventures

of non-industrial and non-commercial typos. Usually, he will hardly realize

what the actual implications on tax-payers, donors, stock-holders, financial

subscribers and so on really are; he will imagine the whole world should

be run according to the principles he believes in.

3) Leaders not primarily interested in Economics will understand investments

as the means of shaping society according to their plans and ideals; they

may even attempt to get a firm hold on investments in order to a 1 t e r

the social and political pattern and structure on the national and supra-

national level.

The above list of nine interpretations given to the part to be played by

investments in the achievement of general welfare is far from being exhaustive.

It nevertheless explains why no country whatever can have a unique, clear-cut

and unwavering policy in the field of investments. The respective importance of

the various groups is constantly changing; men pass from one group to another;

alternatively, this or that tendency predoninatee; similar happenings occur in

every country of the world - interfering, reinforcing or compensating each

other under the dictate of material as well as of irrational impacts.

Therefore, no student of Economics nor any man in a responsible position

can afford to abide by exclusively "economic" laws; on the contrary, the part

played by "counter-economic" incention and reactions has to be taken into

account systematically and pormanently. Unless this is achieved in the present-

day world, there can be no understanding among the various economic layers of

every country nor between countries with different predominating layers. If some

kind of stabilization, rationalization, pacification and constructive organi-

zation is ever to be attained, the adequate analysis of the interplay of economic

and counter-economic elements must necessarily precede and prepare such a

desirable future.

III. S e v e n b a s i o a n s we r s

The incentions underlying economic actions, as classified above, determine

indirectly yet powerfully the political attitudes adopted by the various groups

of men. (By the way, those attitudes could have been obtained by a parallel

analysis, to the same effect, by using the terms of reference "political" and

"counter-political". The logic outcome would have been identical: under both

reasonings a set of basic questions challenges satisfactory answers).

1 - Among the attitudes listed, is there one which could qualify as "the right
one" or "the best one"? If the answer were "yes", it would infer that all other

attitudes are either wrong or less recommendable. But it seems rather that no

absolute or objective criteria can be advanced in favour of a positive answer;

it can only be argued that as a consequence of a man's position inside the frame-

work of his social environment, this or that attitude will be the right or best

-4-
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one as far as this particular man is concerned, HoeCver, statistical computations
would help to establish which1 iht be the correct or appropriate d i s t r i -
b u t i o n of attitudes, in a given country or area at any given moment,
according to the cconomic situation, the lovel and spread of oduoation and the
dynamics of counter-ecc~nomllic forces ab work.

2 - Is it possibIe to lay down rules determining the distribution as described?
It seems that some general pattern can be worked out, but this could not bo
fully relied upon because + complete inventory of counter-economic elements
can hardly be established witlh sufficient accuracy. Over-all guesses will be the
practical limit, and ev-n they will have to vary according to prevailing condi-
tions. The important thing seemfs to be that tho only technique of obtaining
reliable informatin consists of polls and elections at regular intervals and
under strictly comparable c nditions.

3 - Is it right for any one group to seek domination over one or several of
all othcr groups ? Exfperience shows that the very neuincn(ss of the: variousattitudes c..astitu-p_- lcito i imoto motive of resist> int a vr the
latter's origin or justification may be. Thus, th pinci of Democracy
follows ,f-oi the _nural at titudes of_ 'n (oboying no a. 3 .ds, sefing profit, serv-
ing aspiration and at fir t iht, thcre is even no valid roason why a numric
majority should have the rg I of imposing its will upon any inority.

4 - Is it right to advocate and proemotc changes of the pattern and distribution
of the existing groups? In a certain sense, the answer to this question must be
affirmative for the simple reason that svery single man (and thus every group)
undergoes a process of change: but it is manifest that the normal line of growth
has a one-way irreversible trend - it starts by needs, passes through profit-
seeking and ends by aspirations. Therefore, a speeding-up of this evolution may
be considered as a logitimate project provided it respects the genuine aptitudes
of men to proceed from one g-oup to another in due time, after due preparation
and due education.

5 - Is it right to resort to Forco (even if the irreve-rsible trend is respec-
ted) if and w(hon prog7ress seems unreasonably slow or quick? Here again, experience
demonstrates the w cakness of enforced poitions, whether revolutionary, or unduly
extending a status q1u: the reason bein once more that the underlying pattern
of the various groups of attitudes needs a minimum time for genuine adjustments
to take place but also sets a maximum limit beyond which overdue changes cannot
be withhold. These two bo)rdcrlines make it unadvisable to use internal litical
w rfgr as themeansof pro ting *r of opooin th natural growtli of countries.This pri ncip( becomes inore)clLalicable to interstato oppositions: they
too must eventually appear as obeying simi lar rules for the achievement of such
adjustmonts as can be cnsidered legitimato, natural and genuino.

6 - Should the actual driving forcesn of evolution t- deried the best possible
on s? Not necessarily it c omes more and more difficult to argue as if no
psycioloically and technically sound measures coul be made to operato with the
aim of acCelerating, improviig and strengthening the proc-ress of each and overy
group of attitudes -f men hus c. unter-economics can, and probably should, be
made an increasing part of constructive politics.

7 - If neither politial arfare nor purely economic competition nor mainly
ideological action can by thrIaelves guarantee a healthy and stcady evolution,
what then? It apparo r(sonable - as well1 in the light of cast and prosent
experience as in hrony wit -oisting possibilities - to set up and develop a
s-v -cm of mci-cd iia ind ocr i-n-nt and coordinate__d adjust:'ont of the various1( 1nin groups of attit , atiolly and suprenationaly economically and
in the realm of contor-cno s
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IV. E c o n o m c t r i c s a n d S o ci o m o t r i os.

It is a now well-known fact that in order to perform economic activities,
the eloments participating theroin must be fit for their respective tasks: raw
materials havo to abide by quality standards, power is to b supplied at the
appropriate tension, machinery must be made according to design, service (such
as transport or dinancing) is ruled by tariffs, rates, timo-tablos ctc. This
fittness is measured either in torus of money or porcentage or length or weight
or power or output, according to standards uhich, in ancient times, difforod
from place to place but have beon unified or made equivalont and normalized in
the 20th century.

Only quito recently - since UNESCO mado inquiries into under-developod areas
and into the fitness of their inhabitants for specific activities - it has bocom.
clear that the human factor does not unconditionally fit any standard economic
pattern. Sociomotrics nowadays endeavour to describe adequately what each area's
particular situation is; but thore still is a stop which seems not to have been
taken as yet, i.e. the classification of man's readinoss - that iss fitness plus
the will to make uso of it - whon it is a mattor of performing economic activiti,

Tn the past, it was considered sufficie.nt to label cortain populations as
"lazy", others as "active", and to offer somo rather vaguo cxplanation for it:
climate, tradition, natural skill etc. But now tho necossity of analyzing man' s
incentives has become obvious, and this analysis will eventually load to some
kind of classification. Valid comparisons, statistics, fore-casts and so on cannot
be mado unless and until classifications have bon converted into standards of
measure, oither directly applicable or to be deduced through some indirect method

It seems that man' s incentives in the fiold of ocononics - after having
boon split into "needs","profi t-seking" and Naspirations" ) may bo translated in:
significant figures by showing their distribution over the territories they refer
to.

Thus it may be established that Vo of Arericans (or Arabs, or Mongols, or
Bushmen) arc just able to do monial work, Wr can perform handicraft, X can ros-
pond to activi tios, involving wrriting and computing, Y to qualified work and Z%
to high-level action. This hoover, does not signify that the samo percentages
apply to tho readiness of those mon to live up to their aptitudes: investigations
into incentives will further show that (A x V)% accomplish monial duties just in
order to bc fod and clad and housed, (B x V)% to save money for the benefit of
their children' s higher training, (C V)% being ready to sacrifice thomselves
for their masters' well-being if necessary; corresponding rates will be found for
(A x W) ,(B x W)%, (C x W)%, (A cc X)%, (B - X)% and so on.

Such rates of distribution might form a useful starting-point; however,
inasmuch as oconomics are not of a static nature but obviously have their dynami_
it bocomes nceessary to determine the rhythm according to-hich men of oither so_.
progress from category V to W, from W to X etc. It might bo years, or avon gene-
rations, thore may even be occasional overloaping, say from X to Z, without the
intermediary step via Y.

It should be borne in mind that this gradual transformation is partly spon-
taneous, partly made possiblo through oducation and partly intentionally accole-
rated by moans of orientation: thoso factors cannot bo overlooked when sociomotri
arc roquested to dotormino the actual distribution of incentives toward economic
activities.

It follows, from what has been fairly roughly sketched above, that the econo
mic behaviour of a given population at a specific moment can bo oxplainod only if

one is awaro of the distribution of "fitness plus incontives = roadinoss" to
porform available or intended economic activities. This statment will undoubtedi\
be corroborated by those who are ongagod in "operational roscarch" in the field
of oconomics.

But why is it that specialists of oporational research have not already dra,_
the gonoral attention to the extonded significances of their methods and findings:
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Probably because they arc in quest of somotthing different, and less concerned
with fundamental problems of human behaviour. Sooner or later, however, they
ill undoubtedly comos forward and propose adequate theories.... but can the

present world really wait patiently until that happens?

As a matter of fact, the ioact of countcr-economic factors upon economic
developments can be expressdL by -mans of the combinod findings of Econometrics
and Sociomtrics. Once this has boon don-, it ill hardly be possible any more
to handle economics without simultaneously considering th "distribution of
readiness", i.o. the workings of incentivos am.ong mn nraged in economic aoti-
vities.

Let us take the problom of the world coffo-markot an example: Thro
main groups of producing countries aro ene rally quoted- South-Aenrica (especi
ly Brazil), Indonosi- and Africa. To an important -fracion of the population
of :Brazil, the price of coffee is of vital significanco, wlerea elsewhere, on]
minor percentages of tho inhabit ans may b concerned bocauso. a smaller quota
of the national incomc is at stake or a shifting of mn-power toward other fiol>
of production can be operated. This is the purely economic side. The counter-
economic featuros consAsts of the profssional, psychological and iderological
consequoncos for individuals and th attitudos adoptod on th national level:
the readiness to make in-ternational arangemnt will to greatcr or smaller, it

may be decided that for reasons of pr sti or undor soma religious ang.le a now

policy about the growing and selling of co ffo should t trid out, and so on.
(One of the African countries has recontly idecd to -anufaCtiur coffoc- extras
on tho spot; obviously, oconomic iotiv s voro not th only ones taken into con-
sideration.)

The counter-conomic aeturs ao ven orc manifst in tho non-producing
areas. consumers' choice may switch from Indonesian to South-American or African
brands or result in some changed mixture; biological arguments advanced by
medical doctors may influenco the onoral domand; a ban for political reasons or
socific importations from certain countries of origin might b proclaimed, and
so on.

Unless all counter-oconomic and oconomic elments are d uly analyzod, put
togothor and taken into account, including current alterations due to changing
conditions, no efficient control of the coffeeo-markot (nor. any other market) is
conceivablo, and the concernod populations will not b protected against danger
ous fluctuations.

V. P . 1 i t ics e 1 n t n u m b e o n e o f c o u n t c r
e 0 0 n 0 m a c 5

Criticisms about the influonco of politica upon economics have becomo an
overyday arg-ument in the social if of the 20th century. Unfortunatoly, com-
montators never go dowm to the root of the problem and thus fail to encourago
clarification to any satisfactory d.Eroo.

First of all, it is not recognized that politics have to be considered
as counter-oconomic olomont number One, inasmuch as thiey are a wide-spread
conscious attempt at making economics obey other than-economic rules or rulinrs

Socondly, it has ben erroncously assumed that oconomic laws form a cohoro?
and comprehensive systen which can be subjocted to the impact of coherent and
comprohonsivo political syste, s;.epieno now gives evidence of the inadoqua-
cy of that assumption, b.. b domonstrating that pribvato (profit-sooking),
nationalized and cooperative (mutual) vnturas can cooxist within the framework
of one and the sme country (Swodon is a convincing example theroof).

Thirdly, ther prevails an almost univ-rsal beliof that politics can
choose their angle of attack upon economics, via either Production (capitalist

ap-roach), or Distribution (cooperative approach), or Consumption (socialist
approach). Present-day d-velopments clerly show that two additional important



sections of economics deservo sparato recognition: Financing (invostmonts) and
Protection (guarantees): neith r complies without resistance with the commands of
exclusively political (countoir-economic) action, and moroover both scotions
properly fulfil thoir functions only if countOr-cconomic impacts upon Production,
Distribution and Consumption aro kept within certain rather narrow limits.

Condonsod into a single and simplo formula, this moans that men taking
action in the countor-conomic field oi politics must from now on fully roalizu
that they aro in practico unable to bring simultan(ous pressuro of equal strngth.
upon Financing, Production, Distr-ibuition, Consumption and Protection, and that
they cannot sele ct just one or two of thos- sections as key-positions from which
oconomics may bo ruled as a 1.holo.

Oviously, this only applios to non-totalitarian countrios: in the latter,
the problm does not ariso in tho same mannor. But a ar as domocracios in the
Wostorn sense are concerned, it has to h reaIlized that neithor a powerful
minority nor a nor numeric majority can permanntly comnpel the remaindor of tho
population to act in the field of economics under an unbilanced political rule,
because this is never acceptod universally. Thus, at least ono major part of
ma nkind has- at last nearly reached th sag hrigts automatic protection
against random political pressure: oconomics htave becomo sufficiently consistent
to act as "countor-political" forces. Convrsoly, politics now go channoled, and
their action as "eountor-oconemic" forcos by and by submits to economic imperativ<

Recognition of tIhis now stat, of things is only dawning pon movn. It has
mainly come about o ting to the important part played by invstmonts; and it will
become still more obvious ahon- s presently aimed at - protection against
econoici accn ad major fluctuations ill have been turned into a cohorent
control system. Politics will i n it increasingly difficult to work arbitrary
changes; even the inducemo;nt to do so must diminish, and demagogues should met
with steadily decreasing success.

This does o t i an, howevcr, that counter-economics become loss important:
it is only their impact ahich, being btter undertood and evaluated, undergoes
a process of stabilization.

The following considorations might be usefully applied to various typos of
political set-up:

-1- Ono-Party -Systom: At the present time, only collectivist rtgimes fall under
that heading; but it will be roummborod that Nazis and Fascists in their respec--
tive countries also had subordina ted their econorics to predominantly countor-
economic motivations, 0. under the slogan: "Guns rather than buttorl" Indivi--
duals were taught to yiold to ideological considerations in lieu of oboying their
genuine noeds, profit-seeking and aspirations. Several "markets" had come into
existenco, especially in the fild of curroncy, and "black" trading had answered
the call :f rom genuine incentivos inasmuch as the latter had boon able to assert
thomselves.

War-time economics, even in democratic countries, may well be ranged in the
same category, as the requiremants of warfare had an absolute priority over
peace- time genuine incentives. In countries where nowadays dovelopmont schemes ar.
implomentod under compulsory plans, the countor-economic pattorn may vary accord.-
ing to top-lovl decisions but nevertheless remain at variance with what would
prevail when pressure ceasod.

-2- Two-Party-Systems: iehorcias in authonticallyr democratic countries the altor.-
native ruo- of to p arties (Conservatives and Labour in Groat-iBritain, Christian-
Democrats and Sociuli sts in Contral Erope and Italy) promotes major changes
when Governmont pa from one side to the other, genuine incontivos of indivi-
duals are actually rept, and counter-oconomics aro mainly at Work on high-
level issues ( . nationaizations, tar-assessmonts, stat-managed industrics).
ExTperienco shows that coexistanco of tw o divergent trends is actually possible
in the framowork of any sinle country (especially in Austria, but also elsewhor
Thero is ne compolling reason why this should net be applicabl when soveral stat
of difforent pattorn cooperate.

--
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-3- Threo-Party-Systcm: Individual ;'enuinc incentives arc probably safe-
guarded in the best way in countries where - e.g. In Sweden - private, coopcrativi
and national vonturos arc equal before the law and freely compete with each otherl
everybody is froe to join the soction which gives the answer coming closest to
genuine individual incentives. Instead of suffering from pormanent conflicts,
such countries are soundly emulativo, mainly bocauso thoy prevent attempts at
imposing the predominance of one counter-cconomic trend over the others.

-4- Multi-Party-Systems: Franco until recently may wll bo considered as tho
typical country where counter-oconomics afford. an opportunity of obeying personal
incentivos to every citizen; this system is not conducive to the crystallization
of major trends of any doscription but rathor creatos an oquilibrium of its own
kind. The drawbacks are that privato entorprise is often hampored by stato-
supervision, cooperative and mutual ventures lack the strongth they would need. ii
they wore to becomo a decisive eloment, and nationalized or stato-run industrios
and administrations aro subject to major fluctuations in the scope of their acti
vities.

-5- Non-Party-Systems: They prevail in politically and economically less devoloi
contries whoro a few powerful and wcalthy groups rule over passively obedient
unoducated and poor populations (foudal system). Except for tho "lords", only the
bare "noods" act as incentivos; th ruling class mostly obeys the desiro of
accumulating walth (sooking a profit). But quito reoccntly, a chango has come
about in that type of countries, and a misuse of "aspirations" - mostly nationa-
lism in its most primitivo form - loads to the upsetting of the old frame-work an
to the gradual introduction of more advanced patterns of incentives and activiti.

Obviously, those five groups are not more than a broad classification; prac-
tically, each and every country has its charactristic position. It would be
holpful if this could be taken into account when arguing about the influenco of
politics (as number One ole.ment of countor-oconomics) upon economics - instead
of using overgen1dralizd abstractions, categories and definitions.

VI. C ount r_- oc ono mi-ce and und e-dov lo m

At this stage of our reasonings, it is advisable - as whon we wore dealing
with the roadinoss of individuals to perform economic activities - to ostablish
an approximate pattern of how politics and economics influenco each other when
appliod to various levels of national development. In order to achieve this, we
must boar in mind that we are looking for somo combined standard whereby progros-
sive adjustments can be masured and such measure b used as a basis of systemati
action. Once more, we shall havo to avoid abstractions and to avail ourselves of
the appropriate patterns of distribution.

It has becomo customary to classify countries according to thoir advance in
economic devolopmont. liost certainly, this approach is justified: but no satisfac
tory answer to any basic problm has been obtained yet.

For instanco, wo still lack a valid. explanation of the differenco in attitud
of several cqually undor-dovelopod countrios: one of them being eager to get out.
sido assistance and preparing for its mest productive uso (e.g, Ghana), a socond
one trying to obtain foreign funds and exerting political pressure to that end

(some Arab countries) without clear intentions about the actual investments to be
mado, a third country refusing assistanco in order to got or maintain its politic-
independenco, regardless of what would b to th best advantage of the populations
concornod (o.g. Porsia under Dr. Hoseadogh), a fourth ono discriminating as to th.
origin of assistanco (o.g. Popular China rolying on the Sovi;ts) and so on.

Thus, economic assistance can be conditional or unconditional, on the
receiving and on the giving side; with regard to the latter, we have witnessod
gifts (e.g. Marshall Aid), loans (from the World Bank), "programs" (e.g. Technica
Assistance under Point IV), commrcial crodits from one government to another
(Germany to India), Unitod-Nations action (through the plannod World Devolopmont
Agency and others). Additional schemes are under preparation.

-9-
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Those irregular features nake it very difficult to ostablish a really
adequate classification, the more so as in somo casos economic featuros are
prevailing over counter-economic ones, whereas in othor instances counter-
oconomic considerations will prodominato.

Now thore is a fair chance that appropriat; eloctronic computers would be
helpful: they could take complot: stock of the facts involved wln handling the
specific case of some mor: or loss devJepo cuntry. The distribution of incen-
tives, of actual means, of possiblo usos at any given mcment could b calculated
in such a way that th rspetive country's a ttitud. toward other countries
(offoring or withihol assist ance, or wcisng t assist only provided certain
conditions aro fulfilled) rceivos a eler: definition. Both countri s, the
assisting and tho assistud, would know where thoy stand. and how far they can go.

Bcfor this can be implomntod, soro time- will have to elapsoe; the data
to be processod would first have to be collectod and put into codo. Moanwhilu,
we may bo ablo to Z-1; som. idanco through the, main groups to be taken into con.
sideration and their mutual rolationship;

-a- Integratod Countries? that is those having a consolidat.d economy with featu
rcsulting frn past history rolarding economics and politics; they usually enjoy
the bonfits of (previous) self-dotoraination and the workings of such institutio.
as Social Security: g. Swed'n Groat-Britain.

-b- DTvoloping Countrios: nithar political nor economic dovolopments have
reached an advanced stago, son rally because the starting point lies not far
back and consolidation thoroforo still is out of their imimediato reach; but per-
manent charactristic foatures can alroady be cliarly distinguished: e.g. Brazil.

-e- Under-Dveloped Countries: those wh r: the doscribod proccss is just folt to
bo dosirablo but has hardly begun - 7.. Egypt, Spain.

-d- Non-Dovoloped Countrios: the starting-pnoint has not yet been reached, .g.
certain regions of India or siulaya.

-o-1Emorging Countries: The desirw to om.r has just sprung into boing and mani,

fests itsolf through violent efforts towardo quick imrovements, often to make u

for past passivity: o.g. Popular China.

-f- Struggling CountriesN The wrgonco datos back already a coupli of years or

docados but has not yet shapod into dofinite foaturos: .. g. Yougnslavia.

-g Upgrading Countrios: although fully censcious of what they aim at and how
they plan to achieve it, they hay, not yet reached actual intogration: e.g.
Soviet Rsia.

Graphically, tho above tentativ classification might be opressed thus:

(A> (G)

(D3) \(F)

(C

(D)
If non,- but ocenomic factors woC oporating, thore would b no nood to make

a distinction betwon (A) and (0), (1) and (F), (C) and (E). But the introductio
of countar-oconomi cs (incontivos, roadinasc, oto.) provides an ewplanation for
the differeneo in approachos and techniques of poo: to give c;xression to

this difforanco, distinetivo fores hav bo ud. hro, such as "deoloping" whir
is meant to i mply "growth through parallel individual .fforts", 1her s upgradi:
trie-s to convey the sense of "copulsory promotion under stateo 1oadorship".

Furthermor, whoros th "noods" of the populations may be considerod as
the main incontivos in types (C), (D), (Z), and (F), "rofit-soeking" would
characterize type (B) (a also ho activo o a certain tont, in type (A)).
In type- (G) '"aspirations" i would t th eolitical and '"needs" theoconomic
incontives.
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Let it bo said onrcao more that ovry country -gagod in th. p1rocoss of
dev;lopmntL raquires to b 13rcan on its own, amt alsoa that nona a.opt type

(D) -suposod to disappoar in the iar futuro - romains unchangd ovrr a period
of ycars. Natural progros would loa ccuntry froma (D) cithar to (C), (IB) and

finally (A), or froi to (D) to (7), (F') and (G). Ex:coptional cas::s are those of
5'asztrn Gormany ar Czholovakia, whoro political (countor-oonomic) intorvn--
tions s-i-tchcd thuo- from (13) to (), wi th a corsponding laos of standing .

VII. C o u n t ar - o _ n i o 1 u t i n s t o on mi o

a i 1 a m m a s

Counto:r-~conomics will b scoffod at by thosc wo still boli vo that tradi-
tional aapproachos to AIc aswer all thM quostionshankinds
material woll-buing "provided ohor-than-oconomic claC"o"t' 1 -opt out
of di scussio" . But it now'- a poa more than probablo that at l:asI hro' major

problems as yet unsolved will r1quire an oa atonsion o to ni:o C nrlyr nopo
methods.

-I- 92o hato of Aconomic firath: Aparts soma to concur at rosent that for
intalratid countrics, the 2ats A grwt of national incon and w 1 ho

vera' 4,5 Lowr rato's n agaa-t'in, higher ons i v i' is
flt it tho sam i that non-nto e counrAios should do thin utmost in
ordor to attain much hiil an thAr pr.sant nos at th nor''st passit
notico: is it not obvious that this vild roquiro a s of growth of 10 r ovan
2W P.a.? Mohrise, Who diff'orLc in status would not b' ovorcm' t all, or
only afto:- a v'ry, vany lon tim-.

Thus, thn oparts' ailman canists of acdIvocating i n.. ecoo policy for
countries having sucocssfully atiohvd (or noarly a'clhie vaPd) inttegraticn, and
another ono, basically p'osit''e', for loss devolopod Trha.. The contradiction canni.
bo ovrcoet othrwiso thani by mans :.f countar-economics as a complom,:ontary the

The case of tho Soviet Union might bW coidood as shoing 'chat tho procclduc
involves. 'Tr , th fundamnial "noods" of under-rivil o citiznshav" e boon

combine wt such "aspirations" as ooul t undad readiily acocpted by
more or le psorimiive individualnho oA hearwiso would havo had to Struggla alon"
undor tho solo stress of basic ma'orial r.quiroo- - ' nt.E ns of idoaloical
injcotions car aofully colulatod so as to iatl'h ovr ocono i anconativd to)
"noods" 'ath th d a doso of countor-oconomic "a:pirations", th rats of
growth havo-; bon considnrably inoncad. Not ,ithout hardship, but obviouslA-y ot
without succass, compulsory plan. for pro-duotio Lad .o'anumption took ear, of h
propor tining and tov ovrall coordination of all scctions oven partial f aus
dolays' andse-ak core ovrcomo without Como siv affoart , hocaso the go
pfrossura romaianad fully activo in th hial Zramca-aork.

Tho naror sucoh countriv :o - to thV s ao of c conoc int an th, loas'
count er-oconomics a' on rau a ani tho cair thoy ar acceptod; avn profit-
so aking"~ hca c" 1<olera '. in aoroptia:n'' caa ho5roa"-in 'the lon: r agso
tho upgrading praocos this typo of! inonti:a iarohitad -among otr' reasons
osccauso it is too slow.

Now, spokina no uor :o'uL th " spain L it.: a. Svio n sia, but abu a
non-dovo-l'op.d cr part..a, .. lo.p' .. iY in' ''on.ral, it;a' souM'! be ~roc'gnized.

tht onloas saomo kind ocf pow' ':' ;i atiKons" hava bo.':2n bought~ inato'L th 'picaturo
n::o auilibrted avo.ragea a romh a ra2"highor th4,5 has boon atan;d
Whaor ver memb nrs af th.. up:r ol.aa sos ICo weacl'thy I prat 2 poed, tL. .:joari
of the nppulati on remasinl as poor~a and: hungry'*' as bofora'm Voo'-u,;ola migt bao ::n-
tionodi as a par ticular: insta'nce

Various typos oaf " aspirati-cnsa have bn an nd aroa .,o'aay used for arp -.5ing:
up 'the praw" ofn us .nder-dev oop. counct:ia: bosides ct"" co nmimcaact thorco ia ntioanalis.

as a poeru icntv bolo'ing' 'La Lhe oategoc-ry, of 'a"spira.ticos" Also fascis''
die _atorial rail a' cahesL havo n')g.'ita buht the maian drawback of

the last Lmentio a- dat'o: ;a-'K'consists-c of Li. imn. a aibility ' ti o achi .vo cqual and

-1-
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undisturbed prassuro in all Mie of action and upon all tho mc.n and womeYon

ooncornud. Roally goudin. ino.ntivos are thwrart 9 rrtificial ones over-

omphasized; this Moads to explosions and to the dostruction, soonoran or later
of tho whola sot-up bnforo it has roached or consolitdK the. stagao of intogra-
tion.

Thus the fundamontal problom wic h i to be solved during t very next
years vrorks out as follows: "What type ofguine, logitimao, nono-f plosivo
non-contradictory and simultanonus counter-oconomi c incoantivr.o can be put into
operation so as to; arran a roasonably accolor.to rowth of less dovolopod
countrios?" - it boi-n nd.rstoca that if nothing but strict5ly Ccooic toch-
niquos and procodurcs appliod, Ohe ceiling of progross woulv iu som,!where near
4,57

Any planning - nnth'r compulsory or provisional or coordinated - must fra
now on includo onomi a:; wznll ascuntor--Oonoic mas. It will hav to bo
considercd as a fundamental rqirnent that logitimate aspirations have to b
systomati-cally combined6, w ,ith basic noods and possibl ra ablo pro+t-sckng
in such a way that this policy is accoptablo nd aop , on psychologica and
sociological grounds, bay then po uationt norned. Eforeno to ths 1-rolaration

of uani-a Rihts -d to h': imlmontation thr f mit b an appropriat initia
stop.

-II Auo-t. tin oaa asoowrr Lo-rts hav, not as y.t reachOd consonsus aba-
the ultimat c en nos ot automation in W brodost seninof th- torm.

Ihoa t must be( ,im' at in tlio t intorst of coumor is a stabl,' and uarnitod
purhase-powor . ThA entorn world trios to cope with this problom by introducing
ajnuail salaris, insur-anco against unomploymont, aloteont otto salarid
man-power: but avon takon tothcr9 those measuros arc rnlt to tb incomploto
evon in intograte countries.On ho oter hatnd, upgarann countri r not yeat
roally facing the problom: it lios too many yoars ahoad and thus does not appoar
to concorn thom- directly ( ac % mattr of fact, collectivist thoorios prodict that
this dilam ill bi about tho mavntual breaw of capitalist economy).

It woulc - -sn to discuss this problom in such tarns as apply to cuntrih
lik Swcden or Siitzrliandwhr intagration h as roahd thu hignhest l I.evol in

tho worla. If collectivist arlumants aro unawablc, Swndon and Swaitzne:rland
would to tho very first countrios tho in-gration of vhioh appoars joopardized.

Natural economic ovolution mht conocivably indl1uce thoso countrieos to
proco<d to gradual rducions oQ thn avorao wakly or monthly or annual working-
hours, or to incrasc tho; ago-limits at the haginning an,-- to rodJuco thoml at Ih&
and of thenoio wro m-n and woman ary alowo o work: the aim bain that a
satisfactory ecqilibrium of availablo occupations and th gonoaally requirdl in-
cono. has to to maintained. At pr-sont, honatvon, and as long as thaor -. ist other
countrios in nood of capital-funds, machinary, spocialists and man-powor, thora
arc sufficint oponings for the actual population of fully or noarly integratodi.
nations.

Be that as it may, this dons noa provid a solution to tho basic problom:
Wastorn uxports are still gropino in the dark, an Td Lastorn doctrines can g:) on

prophosying what is convunint to tha. But the introduction of countar-oonomic
roasonings and methods caancycaso provido a satisfactory answer.

Just as the rhythni o-, ar with in the fiold of ooics caii b incrasod by
appropriato action on incontivos, roth If autoansai- I.on can ba offsect by
related mnans. For instanc, many poplo who today arc frightaono by the conse-
quonaces of vido-sproad automation would mor readily wel the forosoablo toch
nological progress if they w-7o surn to to offcr-d ano inovntivoso in `hoi fioldI a
thenir spar o timo, or rath-r dun nt timc they nood not dnvot to strictly 2c-

nomic activitions,

Obviously, inconativ-s to ard cho a c cquisition of batt knoiedgo in the
fids of Scienoc, Arts, Sports, Philosophy ar teods muoro~ arvl -or the r:-
vival of amatour handic-r aft would to o-.' at h. Th) paroble-am to b; solved is
how to achievo a btter sproand of individual aspirationts in such a manner that

-12--
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gradually the whole outlook upon life undergoes a change: that "profit-seeking"
ceases to be considered as a worth-while all-day occupation ("needs" being

already disposod of in integrated countries) and that "aspirations" become the

healthy field of individual competition. (This may even be turned into a matter

of "fashion"...)

However, as long as there are less developed countries striving for

integration, integrated nations have a job to perform, if only in order to pro-

tect themselves against possible accidents. Thus, among the very aspirations

forming the main incentives in integrated areas, one might attribute a promi-

nent place to the aid to less fortunate populations, partly as a humanitarian

task and partly as an attractive fiold wihere excess economic output can be put

to good use, even at non-profit conditions.

A first stop into that direction, that is to the proper implementation of

counter-economic methods, would consist of the gradually accepted theory that

any minor or temporary setback in purchase-power need not be considered as an

economic heresy; later on, economics should rank behind other fields of action

and not be any more the primary subject of adult men's and womenis thoughts. Thus,

counter-economics should be able to pavce the way for wido-spread automation and

contribute to the liberation of mankind from its most ancient bondage.

-III-East versus Wacst: As shown for the general problem of the accelerated

growth of non-integrated countries, the ideological or psychological pressure

brought upon populations leads to transformations of incentives: their distri-

bution among men becomes different from what it had been previously.

Technological problems being very much the same in the West and in the

East9 one may safely assume that the main opposition between the two "worlds"

is of a counter-economic nature. Divergent incentives exert their influence in

every field. financing (profit-socking versus needs plus aspirations), produc-

tion (who is to be tho owner of machinery and raw-materials?), distribution

(according to existing markets or to man-made plans?), consumption (proportion-

al to, or irrespective of, purchaso-powier) and protection (self-protection or

welfare-state). Both systems have proved workable, both having advantages and

drawbacks. The impact of incentives determines the advantages which a specific

population considero as the most important ones, and the drawbacks they are

ready to endure in exchange. Decisions must come from each and every peoplo

it might however become an international rule that the genuine incentives and

their actual distribution among the population (not just any dominating class'

command) ought primarily t( inspire the interior economic organization of any

nation.

Such a rule, later to be worked out in detail, might bo the beginning of

a rational approach to the problem of East versus -West. In the mantime, however,

it will remain extremely difficult - there should not be the slightest doubt

about it - to induce Communist as well as Capitalist thinking to complete their

purely economic basic theories by the appropriate consideration of "Counter-

Economics". In the long run, this should provide the bridge on top of which the

two schools of thought would be able to meet some day. As a matter of fact,

counter-uocnomics may bo considered as a possible acceptable common denominator.

It has been mentioned earlior that counter-economics need not be an essen-

tial feature of each and every field of economics in practical life, just as Ti-,

does not require to be spucifically mentionod when it does not interfere with

Space measurements. But in those cases where Economics alone (just like Space

alone) do not meet the facts, the combined standards will have to be accepted

and made use of.

It should be borne in m nd that what is commonly called "planned adjust-

ments1 always include the workings of human incentives; therefore, this field

cannot b satisfactorily explored unless due attention is paid to counter-

c co nomics.

The time may ceme yet when technological progress will have become so

great and wide th:t it allows for the full play of men? needs, profit-seeking

and aspirations to be ansewred without resti_1ction,. that stage, counter-

economics may al become the dbecisivo f Vetor whees metaphosrically speaking,

economics would `all back to the part now played by cars and sails in ocean-goin

navigation.



INTERNATIONAL BANK FOR RECONSTRUCTION AND DEVELOPMENT

OFFICE MEMORANDUM
TO iles DATE: June 8, 1959

FROM: G.C. Wishart

SUBJECT: I?~aA.- &Aivae terpriae Division

Mr. Carl Flether and Mr. Carter de Paul called
on Mr. Demuth on June 1; Mr. Wishart was present. Mr. Flesher
explained there had been organizational changes in ICA and that
a Private Enterprise office had been formed. The objective of
that office would be to stimulate private enterprise investment
in the areas serviced by ICA; as part of that aii' it would en-
courage the formation of local development banks. Recruitsent for
the new office was still in process and it was intended to recruit
a staff member who would specialize in the setting up of develop-
pent banks.

Mr. Demuth asked which ICA department we should
contact on development bank matters. He presumed that our point of
contact would be the area department concerned which would refer as
necessary to the Private Enterprise office. Mr., Lesher agreed but
hoped that there could be a regular exchange of information between
the Bank an4 the staff member in their office with development bank
responsibilities. Mr. Demuth suggested that a 5sries of regbular
meetings be arranged to include Mr. ipringsteen of DLF,

Mr. Flesher explained that the first job of the
new office would be to make cotnitry studies on how to move in private
capital: a review of investmeit laws, taxation, guarantee programs, etc.
If these studies revealed that a medium- to long-term lending institution
was necessary for a country, his office would initiate a proposal for a

'development bank, He hoped that the IBRID might then take primary
responsibility for working any such proposal out. Mr. Demuth pointed
out that in oertain countries (for example, Liberia and Afghanistan),
it would appear appropr:%ate for ICA to take the lead in setting up
new investment instituW'sin other couptries, we would be prepared to
take te lead We had good access tofother banking institutions which
might be interested 'n participating. \

Mr. Flesher said that ICA was going to be under
pressure to get industrial banks established. Mr. Demuth said in
our experience it took at least a year to work out all the details;
there were alway thev oblems of management and protection of capitalo
Mr. Flesher hoped that established banking institutions Might be pre-
pared to take on the responsibility of providing managers for the develop-
ment banks. Mr. Demuth explained the arrangement for the Development Bank
of Ethiopia with the Herstelbank of Holland,

5 Mr. Demth rev'Ipwed the various development banks In
which *e are interested and the proposals now under consideration. Mr.
Flesher saidthat ICA is considering a proposal for a deelopment bank in
Thailand, Mr. Demuth drew attention to the present Industrial Bank of
Thailand; a reorganization of that bank is in process*



FORM No. 59
(2- 55)

CROSS REFERENCE SHEET

COMMUNICATION: Letter

DATED: June 8, 1959

TO: Mr. Wm. J. Flittie
3350 Wilshire Boulevard
Los Angeles 5, California.

FROM: Mr. Black

FILED UNDER: Development

SUMMARY: Reply to Mr. Flittie's letter of May 21, 1959 outlining a proposal designed
to stimulate industrial development abroad through enlisting the participation

of American private enterprises and possibly those of other industrialized

countries.
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April 9, 1959
v.Ref. EC 223/2(1)

Monsieur Henry S. Bloch
Directeur du Service d'Etudes

Fiscales & financieree
Nations Unies
Now York, N.Y.

Monsieur,

En l'absence do M. Rist quI so trouve actuellement en
Europe, jo me permets daccuser reception de la lettre que vous
lul avez adressee le 31 Mars concernant les credits a moyen terme.

M. Riot sera do retour a Washington le 14 Avril et je
suis certaine qu'il desirera repondre personnellement a votre
demande d'information.

Esperant que ce delai no vous genera pas trop dans la
redaction de votre etude our les mouvements des oapitaux prives,
jo vous prie d'agreer, Monsieur, l1'expression do mes sentiments
distingues.

Marie Louise Cathala de St Sauveur,
Secretaire



April 1,1959

Dear C'arel:

Thanks for our letter of April 14, 1259 and
enclosure. T reference to the 'resident of the a
of which I had -ez-rd, ,:a' si.op ed to be contaIed iin
the Annex referred to in Art icle VIl. Cau- ou find out

a:ytn about h A'mex?

Yours sircerely,

Davidson Jouiers

r. (arel de ::eaufort
Paris C ficc

(Gen. Files - incom. ield which
is latest Abs proposal for a
Convention for protection of
:rivate invest. abroad.)



our Joel:

This is n r to yr tter of 1aren 1, orrwardi
your iroosedc gami oie eat our etur andte
uesOtionnairs to Ur. ;zu : ips- w Wo is thef of~ our ldetr

Ve ¾2 s a e n te -eied imerirr~n
71an o no at 4i- it n:;it : conf'es to Iebaring '

reservationis which it expN8ee. .erhai ia ;,o woulu 1iea
rther inormtion acentiu it a has raie , w oud

0e o Oe hel . u-. : .:'0 tV m.s. a-o .e.
mstai a -v ;tty septe:1. of~ we vrtue Cj

mCi~ ire. :eol.a emrv . A-. a-yout we --2. a
ova rnt :o olas wri e . t r-nnrosnen o osa.

" ouastract tergive chara.ctr of the abovei,I

imetor
Technical sasistane and Lianon stf

nc.

cc: Er. ignan



FORM 48) 5 INTERNATIONAL BANK FOR RECONSTRUCTION AND DEVELOPMENT
(5- 48)INENTOABAKFRRCNTUTO ANDEEOM T

OFFICE MEMORANDUM
TO: Files DATE: March 31, 1959

FROM: Davidson Sommers

SUBJECT:

Mr. Ben T. Moore, Associate Director of the Twentieth Century Fund,came into see me last week following a talk between Senator Javits and
Mr. Black. Senator Javits wants our help in giving form to a vague idea
he has in mind for the promotion of private investment and private enter-
prise in underdeveloped countries. He had discussed this idea with
Mr. Black who assured him of our willingness to be of assistance. Mr. Moore
is helping the Senator on this project.

As far as I could make out, what the Senator has in mind is as follows:

A new affiliate of the I.B.R.D. would be formed with the
function of guaranteeing loans from private investors to pri-
vate enterprises in the underdeveloped countries. Private
financing institutions with special interest in overseas in-
vestments would subscribe to stock in this affiliate and the
subscribing institutions would have exclusive access to the
affiliate's guarantee facilities.

It is not intended that the affiliate should guarantee
equity investments against non-business risks, as in the I.C.A.
program. Instead it is contemplated that the affiliate would
guarantee payment of loans made by its subscribing shareholders,
who would investigate projects in the first instance and who
would sponsor them.

The intention is that there should be a certain degree of
automaticity about the guarantee facilities. Accordingly the
affiliate would not underwrite any loan one hundred per cent;
a substantial part of each loan would be at the risk of the
private lending institution. This fact, together with the
proprietary interest of the subscribers, is thought to be
sufficient to enable the affiliate to confine its scrutiny to
one of reviewing the investigations made by the sponsor.

I told Mr. Moore we would try to collect comments on this idea and
would talk to him further.

Subsequently, I asked Mr. Ralph Straus whether this proposal had been
considered in the course of his study. He said he was aware of it but that
it had not been the subject of any specific comment in his report, which isdue to appear in a few days. He said that Javits' idea resembled a proposal
that had been made by Mr. Vincent Checchi to the I.C.A. (Subsequently, Iasked Mr. Checchi for a copy of his paper; he said he would be glad to let mesee it, but as his paper had been written for I.C.A., I would have to get
I.C.A.'s consent. I have asked Mr. Grant of I.C.A. for his permission).

cc: Messrs. Knapp, Demuth, Rist, Cope and Rosen.



Ar. R. Demuth April 8, 1959

Hugh B. Ripman

Mr. Dirlam's Proposed Questionnaire

I have read this through, and must confess that I do not
think it is likely to produce very useful results.

Looking back on Mr. Dirlam's first letter, I realise that
I should then have raised the question what is meant by "industrial
engineers" who "are concerned with problems of choosing investment al-
ternatives for public as well as private investors". Since I am not
clear what is meant by this, and hence cannot see clearly what kind of
conclusions are expected to emerge from an analysis of answers to a
questionnaire like this, and to whom such conclusions would be useful,
I have no satisfactory basis for a critical review of the questionnaire.

What appears to be clear to me is that many of the people
concerned in underdeveloped countries would probably misunderstand or
not understand a number of the questions, Knowing from experience how
the minds of such people operate, I should expect that lack of under-
standing would not prevent them from giving some kind of answer to the
questions; and you can guess what their answers would be worth.

A second factor is that such people would quite commonly have
an exaggerated idea of the importance of the part they played in deter-
mining policy, and this would certainly act as a factor tending to give
wrong impressions of the facts.

In connection with these two reservations on the reliability
of answers to be expected, I doubt whether a trial run with a member of
the Israeli organization in New York would be very valuable.

But perhaps it would be sensible, before making any comment
to Mr. Dirlam, to drop him a line in order, if possible, to get clear
for ourselves:

a) what he intends to do with the answers to the questionnaires.
What kind of analysis is proposed, and what kind of conclusions
are expected to emerge from the study?

b) for whom are such conclusions likely to be useful, and in what
way?

I am also inclined to think that it would be useful to get Mike
Hoffman's view on the whole thing (when you have Dirlam's reply indicating
the object of the proposed exercise),

HBR/bm



April 6, 1959

ew at l't, U "rk

Dearo ralph
as y r opptwit. L, nv. r t.r -eke:1d, to read

your rep)ort ->) privte' -:7est nt. This note is just to

bore every ri ht to e MIhly ]7ti"fid it i wht T m ure

'ith kind regards,

i1

Richia 1. enuth
>..ctor

Technical Asssiatance and Liaison 6taff
RHD:mo
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UNITED NATIONS NATIONS UNIES

NEW YORK

CABLE ADDRESS - UNATIONS NEWYORK - ADRESSE TELEGRAPHIQUE

EC 223/2(1) le 31 m Prs 159

M.on cher ani,

N7ous sommes en train de rediger l'tude sur le courant des canitaix

prives dont 1. Martin vous a entretenu lors de sa visite a Washington en

octobre dernier, etude oui continue celles m-enees oar M. Chudson et nui

est censde traiter de la cuestion dans son ensemble et de son svolutior au

cours des dernisres annses.

Nous voudrions dire un mot sur le volume global des crSdits a 'moven

terme. L'4tude de M. Sears (Medium Term 7xoort Finance - European Problems

and Experiences) indicue -ue les chiffres recueillis trimestriellement et

confidentiellement par la Banque internationale font apnaraftre un total de

3,3 millions de dollars environ a la fin de 1956.
Nous serait-il possible d'obtenir les donneas corresnondantes Pour

les annses 1957 et 1958? A d4faut de renseignements d4taill4s ou d'une serie

complate, nous aimerions faire 4tat dans notre document au Conseil de

chiffres aussi recents que possible.

Veuillez agr4er, cher ami, ltexpression de oes meilleurs sentiments.

Henry S. Bloch
Directeur du Service d'Etudes fiscales

et financieres

M. Leonard B. Rist
Directeir des Recherches
Banoue international pour la Reconstruction
et le Developpement
1818 H' Street, ..
Wiashington 25, D.C.
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March 31, 1959

Dear Mr Moore:

I have taked .ith norie of my associates
here and we woul1 b lad, at your corvenience,
to AcusS frther t e idea nic ou and
Senatcr Javits Lave been ex4loring.

The imediate future is not very good for
uS. I a leavin- in r couple of days for a
week's visit to Germany, and two of the other
people who would be concerned arE also away on
short trips. iowever, we should have moxwre
talent available be uing about the raiddle of
April and could meet with rou about that time
or thereafter if you like.

If you would like to do any talking in the
meantime, I suggest you get in touch with Dick
Demuth, whom I have told about our conversation.

Yours sincerely,

(7innPA) nAVidpon Sor:mS

Davidson Somers
Vice President

Mr. An T. Moore
Associate Director
The Twentieth Century Fund
Ul East 70th Street
New York 21, N.Y.
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"r. 1). Avramovic February 10, 1959.

Badri <o

~rivate 4 eg neun

~inl. refer to your note accom-panying the nscrit o " r.ngs before

the ut)-- uu- nittee on orei Trade olicy of the Comittee ofI' ad e ns
of the U.S. House .r ttivedj submitt hreit.

a sumary perusal ,f tl.s vLume si .es ts hat irach of the testimony
submitted a- the Gon ressionLsi nearin- on ,rivatk foreign inve;e nt runs pretty
acc alng he linea o2 te iscussions wLen I sau in on and on which i have
submittced several :.orrranda, partic.larl one late cecc: br 12, 1 5. sum
what is orfe .se here is har. sup 'o s ud;, liiteu a a licies
witt a view to eliminatini 'ou Al axaion incame earned abroad ad n ,rd isferred
t the Uited Sates, i, orr er 'at Poreicn orivAte ca ital na v' are 01 an

incenliv E:e ueek usc fulu astaa' r ..

I sc est -tnat the sLatemle tof :r. earns, As ists 1cretar, of
Ca urce r jnternational iros, a acs 12-2 am hat o hr. 'rit., Leputy
to rhe Jre'e ~of the 4rasu-:, at Ic) "A at be ' re than ,±artced througn;
the forier hs some interesti data tne v'lunc ano airectio : rated : tate

private xoreign inv s cn., Aurin. - -5 ( the latter coatains a uceful
sivimary of tax det1 rrein6 to the :ulow 'ted etatcs -riv&e carital.

'a es 102 thurouh 179 contain reprints of to brochures publi'jhed some time
ago by the Comittee for Economic bevel"inent; the charts on pages 156-7, 165 and

167 are quite interesting.

Perhaps as a sequel to these hearinga a bill to amend the internal revenue
code of 195L (:.5 of l95y) was introduced in the U ." * House of Representatives
on January 7, 1959. The object of this bill is "to eliminate the necessity for
American firms to utilize these foreign corporation vehicles (tax haven devices)
and to promote an expansion of foreign investment by Annerican firms" through the
creation of a special category of U.S. corporations knowa as Foreign Business
Corporations.

Section 2 of the hill permits Foreign Business Corporations to defer the
payment of United States taxes on their income earned from sources outside the
United States until that income is distriouted. Thus, income earned in one
foreign country may be reinvested in a new enterin, in the saive or another
foreign country, without reduction by Uni ted Staten taxes. Similarly, income
derived from licensing of patents and rerdering of technical services may be
accumulated and used to finance further foreign investments. It is Just this
tax treatment which has led so many American corporations to iorm foreign
subsidiaries to operate their international business. The income accumlated
by a Foreign Business Corporation which is not distributed is described as
reinvested foreign business income. When a distribution is made out of re-
invested foreign business income, United States tax becomes payable. Against
the tax imposed, credit is allowed for taxes paid to foreign countries, just
as the foreign tax credit is now allowed to prevent double taxation.

BR: j Jb



Februry 3, 19 9.

r. Le. K. Jubin
102 onwvcticut Avenue, N.w.

-ahin4 ton 6, L.C.

u(ear M.Ir. duinz

In reply to your riem orarcG m of January "b concerning the
proposed FBA Journal Issue on Private ForeiLn Inv: zt tnt, tne
Letin Aerican gentleman that I racntioned to you in :iew York
as a poseible author of tie article on t e new Latin Am rica1
evelopment Pank was Jorge fontealegre. -r. Montealegre is

an Al3 rnate -xecutive iiirector of this Baik and is, I believe,
also 'inancial io naxlior 6t ti.e Jlcaraguan nb s . Iu can be
reached ethr at the A' k or at the icara_ uan Lea;

Lnoth: r t tian ii th~e - w Aexican ss intonio
-rillo iorca, o it Jutstanding Latin Trican rp senta-

tive arnu 'wose name hks en otimis L-en mentioned s a os ibe
heau ol the new Latin Arican Bak.

1 trust te 4es ,e tions are useful. The outline for the
issue looks v -ry in t ing and l congratulate you on the gr,,up
of authors you have succeeded in lining up.

It was good to run into you the other aay . iith kind

sine el ours,

Niear H.Deuth
jivector

Technic4)'/fasistance and Liaison Staff

RHDzemd
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REPUBLIC 7-2431 MEMO FROM

LAW OFFICES OF

E. K. GUBIN
SUITE 205

1025 CONN. AVE., N.W.

WASHINGTON 6. D. C.

To: Richard H. Demuth, World Bank, 1818 H St., N. W. , Washington Jan.28, 1959

SUBJECT: Proposed FBA Journal Issue on Private Foreign Investment

Last week while we both were riding in a cab in N. Y. I showed you the

enclosed proposed list of authors and titles for a forthcoming issue of the

FBA Journal and advised you we were not satisfied with the author we had

in mind for item #9. You stated you would have the name of someone at

the Bank who might be available.

Without committing us to use the individual, I would appreciate having your

secretary type his name and address on the enclosed post-card which is

self-addressed and which should make it easy to pass on the information to

me.

Incidentally I do not claim credit for the excellent outline which is enclosed.

Metzger is the person who is responsible for most of it, and I only added a

few items myself. If you have time I would appreciate your jotting down a

few remarks or comments concerning the outline, because we are extremely

anxious to have it a real informative issue written by experts.

E. ubin

ekg:npd
enc.
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E. K. Gubin

1025 Conn. Ave., N. W. #205
Washington 6, D.C.
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INTERNATIONAL BANK FOR
RECONSTRUCTION AND DEVELOPMENT

WASHINGTON 25, D. C.
TELEPHONE BABYLONE 17-10 CABLE ADDRESS:INTBAFRAD PARIS

PLEASE REPLY TO

PARIS OFFICE: 67, RUE DE LILLE

PARIS (7) - FRANCE

December 3, 1958

Mr. Leonard B. Rist
Director, Economic Staff
International Bank for
Reconstruction and Development

Washington, D.C.

Dear Leonard:

On November 17 Dave Sommers met in London with the
Commission on a World Investment Code of the British
Parliamentary Group for Iorld Government. A list of the
members of this Commission and its terms of reference is
enclosed.

Mr. Patrick Armstrong, one of the secretaries of
this Commission, called me saying that Dave had referred
one of the questions which came up at the meeting to me.
The question was related to the last part of the Commiss-
ion's terms of reference reading "and for this purpose to
consider the availability of capital in different parts
of the world and the disparity between developed and under-
developed countries".

Mr. Armstrong said that the Commission would very
much like to get from the Bank a memorandum on the avail-
ability of capital in the world, including if possible
assistance which could be put at the disposal of the
underdeveloped countries by the Soviet Block. They had
already tried to obtain this information from The
Economist, but it was doubtful whether they would receive
from them anything on the availability of capital. The
Commission felt that it was necessary to know that there
would be sufficient capital available to warrant the
effort required to have an Investment Code adopted.



Mr. Rist - 2-

I replied that it would indeed be very difficult to
estimate future availability of capital. But perhaps
one could start from the figures of past flows and then
make certain projections based upon them. Mr. Armstrong
replied that any assistance we might be able to render in
this respect would be extremely welcome. If at all poss-
ible they would like to receive something by the end of
this year.

It struck me that the chapter "External Finance and
Economic Development" vhich Badri wrote for his first
draft of "International Movements of Public Long-Term
Capital and Grants 194+6-1956" if slightly amended, would
fill the bill very nicely. If you agree with this view,
Badri could probably prepare it quickly. As to the Soviet
Block assistance, he might add the table Leslie prepares
from time to time for the E.D.'s.

With my best wishes.

Yours s'ncerely,

Encl. Carel de Beaufort
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COlMISSION ON A XY`ORLD INVESTMENT CODE

1. Members of the Commission and Advisors

Rt. Hon. A. Creech Jones Chairman

Mr. E.L. Mallalieu ) Rapporteurs
Mr. David Price (
Rt. Hon. J. Dugdale
Sir H. d'Avigdor-Goldsmid
Mr. James Johnson
Mr. Martin Maddan
Mr. John Tilney
Mr. Austen Albu
Mr. J. Grimond
Mr. R. Hornby

Federal Union )
Sir Jeremy Raisman
Mr. C.A.G. Savidge

tr. J.L.S Stl 'ilson ) Honorary Advisors

Lord McNair
Professor S.H. Frankel
Professor N. Kaldor (

Mr. Patrick Armstrong ) Joint Secretaries
Mr. John Pinder (

2. Terms of Reference

To attempt to formulate a World Investment Code in order
to develop greater international confidence conducive to invest-
ment on the basis that both investors and investees, whether
they represent government finance or private enterprise will
benefit from their rights and obligations being mutually agreed
and assured, and to examine the conditions under which such a
code could be legally enforceable, and for this purpose to
consider the availability of capital in different parts of the
world and the disparity between developed and underdeveloped
countries.
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C G.V. aasimhan

0  enclosed with ltr of

PY 2 July 1958

DRAFT

Interational Insurance of Private Forein I vestment

From tiei to time various proposals are ade to stimulate the flow of
private forei.-n investment to the under-devaloped countries. Not all these

suggestions take into account the fact that the advanced and aeveloping
countries are also seeking cnpital, and that the under-developed countries
have to compete against the advanced countries themselves in this regard, and
thus operate at a disadvantage. The fact has to be faced that stimulating the
flow of private foreign investment to under-developed countries is not easy,
merely because of the restricted opportunities for profitable investnent in

countries with limited infrastructure. In addition, national development
plans provide for some expansion of the public and quasi-public sector, so that

the fields open for the private sector, doimstic and foreign, are correspondingly
limited. Further, in many under-developed countries, taxation of personal income,
corporate profits, etc., is steeply progressive, and this factor also operates as

a disincentive.

but even in respect of Prima facie profitable openings for investment, a
major factor affecting the final decision of the intending investor in an under-
developed country is the uncertainty surrounding his investment. His great fear

is the fear of total loss of his capital. Allied to this is the fear that he might
not be able to remit his profits or repatriate his capital after a time. It is

worth exmining the possible measures which may be taken to overcome these fears.

At present insurance is -vail'ble n ernst certain normal commercial risks

such as those attendant on ship ent of sapital goods, etc. But the entrepreneur
also needs insurance over a period of several years against the risks of expro-

priation and inconvertibility or inability to r p triate his earnings or invest-

meont. The United States has ben operating for somae years an investment guarantee

programmuae which provides cover against the risk of currency inconvertibility,
expropriation or confiscation, ad also loss by reason of war,

Under th. ,. investment guarantee prograe, 37 countries have sign d

agreements with the U.S. providing guarantes a gainst the risk of inconvrtibilityp
while 33 governments hev. signed areement off'ring guarantees against the

risk of expropriation. Seven governments have off ereca guarantees againet war

risks also. The total amount covered by the guarantee proraume at the beginning
of this year was well over l50 million, and there were some 4631 million worth

of applications pending at the time.

The American programme can, therefore, be deemed to have helped to some

extent in meeting the entrepreneur's fears in respect of expropriation and

inconvertibility. But the programme suffer* from two handicaps:
(a) it is open only to U.S. investors, and (b) it is a bilateral programme.



The writer believes tht there is need for a somewhat similar programme
for intending entrepreneurs from countries other than the U.S. In fact many
of these other countries h ve been traditional exporters of capitl to the

ECAFE region to a muc lar or extent than the .S. At present tnere is no

such programme.

There are, of cour>, rogr.:im!s o export credit from somre of these

traditionally capital exporting conatries. t th se export credit programmes

do not ouite meet the n ee for clear guarantees , _inbt the risk of expropriation.

Further, when the debt due to the export cr-dit or_ a ion ha been li uidated

by the investor over a period of years his invastient still rel.eins in the

under-developed country, and there is no protection against its expropriation.

It was observed earlier that the A:erica- rogramme suffers from being a
bilateral progtramme. This statement needs to be clarified, and to some extent
substantiated.

The declared oojective of the U. . programme is to further the purposes
of the Mutual Security le islation. Not all under-developed countries will
sympathize with this oojective.

It was observed that while 37 countries had signed agreements coverin, the
investor against the risk of inconvertibilitjr, four out of the 37 had not
offered .uarantees against expropriation. The four countries are- Colombia,
India, eru and the United Kingdom.

The writer was concerned at one time with the negotiations in regard to
the Indian guarantee, and t.e two main reasons why guarantees could not be
offered by India against the risk of expropriation were as folJows: (a) there
was some fear t t any such guarantee offered by the executive would affect
the sovereignty of P arliament uno-er the Constitution, and (b) the arbitr:tion
clauses were also considered unicceptble, n even unworkable.

Certainly the reason could not be that India had any intenti of
*xpropriatin, forei - investment and was, therefore, chary of offering such

guarantee.. Ihe same would be true, and even more obviously so, in respect
of the .K. which, apparently for similar reasons, has not been able to offer
guarantee against expropriation.

It is felt that both these needs could be met satisfactorily under an
international programme of insurance which would also be free from the short-
comings of the American pro rae. If such a pro ramime is undertaken by the
IDRD, for example, the proramme would not differ from the guarantee which a
member overnment offers of repayment by a borrower from the International
Bank where such a borrower is not himself the government.

As the writer envisa es it, the operation of the insurance pro, ramme would
not be unduly complicated. On the assumption that the IBE were willing to
undertake this work, it would apply only to toom memre governments of the
IDRD as sigified their acceptance of the ro ramme and entered into an agree-
ment for that purpose with the I . The IRD would charge an insurance fee or
nremiu. , cl culated in the. usual way. `f it so wished, it could re-insure those
risks with outside under-writers. T insurance could be in a wide variety of
currencies as in the case of TIAD loans. The insurance fee being small (about
1 per cent per annum) would be treated as a normal cost of operation, and
would not appear too onerous a charge to the investor.



ithin the particil tin, countries, t..e i r ce woe, of cours e, apply
only in respect of approved inve>t arte. Thus, ta e invetor would be exiected

to take all necessary step s c to t, , oi, t of A Ling his investIient certified

as approved by the governiient of the countr. where the investA.ent is to take
place. !!e could then apply on tt bais of the certificate, for cover from

the Ifit).

The experience of the 1 , shows that, in case where the IAD is

willing to give loans for 2i ' 3es tnan t .e unti1 foreign exunange costs

of approved projects, banks and other fianting institutions in tne ... are

willing to partici-te without furtrer extinctio of Lh merits of the projects.

Such w as the writer's exerio'ce in ree r i t. th loans given by the RLD to the

Tata Iron and ateel Co., as :lso to tir au. inteitioaal. in the cooe of the

Investment Insi :nce programe, the --I will be able to icue cover for "aprove"

invest ents on tj 05i: of Vts greent wit, the approvi -" yrE;ent. ad
the fact thot the ILD of frs the crve wol be a.. source of confidence t the

intending investor.

Coming to det Ails, it oa h roviceua that tie invest ,ent .unt be new
investiaent, but would cover re-invest , ent of accrue F rofits. 'Te investient

may be in th form of equity, debentur or even royalty aero ens. ine

investment may be in cash, 'terials, or emuipment, patents, processes of

techniques or sarvices of ia cet or enr.ineering contractors. The duration

of guarantee mar, as in the cse of t ' ie ,im pror-ee, be for a exmum

term of 2 years, whtich will en ble the inv::or i all, to eortize his c-Apital.

Special arr i ents will be necess. r ir reg- ro to the insur nce of re-invested

profits. But, here c ;in, th. :rcceaur -ould not be very different frtaa the

procedure for obt.ining a crtific<ate from th e government of tha countr.y in
which the invAste-t t ies place.

The sugrl -- s out lined above hav. certai oebvioub disc v i t - . M ing
the guarantee a-:ins L covertibility first, th a rop ra a te in som caes not

offer any protection in re rct of sudden varI tions in tae rate of exeh as,
or where the official excne e rote is not cloely reat o an act:l (or
theoretical) free mIrket rate. ,sin, wer. government is forced to suspend

foreign exchange pa ents on account of acute :a.lance of pa;ents difficulties,
the insurer a h: to lend sufficient foreiAn exchange to the Government
concerned if th, guarantee is invoked. Thi. , ons t,- t the insurer a;: uve

to satisfy hi:ief, not onri abot t:! ,osedness of the project to be coverAd

by insurace but also of th: soundness of the economic policies of the partici-

pating government and its abity t meet its long term fireign exchange
comlte-ts.

Again, where natimlz tion is resorted to in respect of a whole inaustry,

and were tr' , e;ilation prscribes certt in levels of cop nsation, the par-
ticipetini government wil prob:bly be ia no position itner to excluAe the

parties covered ' the inv t.ent i::urance progr : e from the scope of

nationalizatio, or to offer co pensation at iher 1 vls. In such cases,
the insurer y be put in a pos i tioa ' ere he hs to pa the insured the full

compensation inour ee ano t. notiate with t !e overnent in r espect of

the nuantum of coirensation. Frovision will h:ave to be ade for arbitration

in ca t, n oIt .;Utis do not prove successfl,



Notwithsta. dig the above-:entioned siortcair 3, . ior believes to t
the Troposal has over-riAing dv nt; es. n~ort e e is ps c olo ies.
advantage, and the feelinr of ''confidenca'" t! t u aro r ie will giv to
intendin, inves-re. If cted .:cr., it will l to cret tie four ble
"climate" for rrivate foreign inve .tent wich a its avocetes would like
to see.



FORM No. 5 INTERNATIONAL BANK FOR RECONSTRUCTION AND DEVELOPMENT
(5-48)INENTOABAKFRRCNTUTO AN DEEOM T

OFFICE MEMORANDUM
TO: Files DATE: October 31, 1958

FROM: Hector Prudthomme

SUBJECT: U.S. Government Inquiry into Improving
Conditions for Private Investment.

Mr. Hugh Farley of ICA called me a few days ago to say that
in accordance with an amendment to the Mutual Security Act known as
the Javitts Amendment, Mr. Dillon of State had asked Mr. Ralph Strauss
to head a committee of three, consiting of Strauss, Farley (who is with
ICA) and Hamlin Robinson (of the State Department's Bureau of Economic
Affairs) to study and make a report in December on problems of mobilising
American private enterprise in U.S. foreign programs.

There is some kind of an advisory group working with the
committee among whose members are Lincoln Gordon at Harvard, Leroy
Stinebower at Standard Oil of New Jersey and Kingman Brewster. There is
a contract with the Stanford Research Institute to collect and collate
literature in the field.

The committee is limiting itself to the field of private
business. To include private foundations, religious groups etc. would
make the field too large to handle in the time allotted.

I met today with Messrs. Strauss, Farley and Robinson. There
was little I could tell them about particular American companies contem-
plating operations in Iran. Like most people (Senator Monroney et al)
contemplating the problems of under-developed countries, Mr. Strauss heavily
emphasized the shortage of development capital. I said my piece about
organization of the management being quite as essential. We talked for an
hour in very general terms.

cc: Mr. Ruciaski
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H. STRUVE HENSEL

1700 K STREET, NW.

WASHINGTON 6, 0. C.
CORRESPONDENT FOR

SIMPSON THACHER & BARTLETT

June 23, 1958 120 BROADWAY

NEW YORK 5, N. Y

Mr. Eugene Black, Chairman
International Bank for Reconstruction

and Development
1818 "H" Street, Northwest
Washington, D. C.

Dear Mr. Black:

The United States faces a dilemma.

The Soviet economic offensive against the members of the Free
World can be combatted only by the establishment of mutual worldwide
economic relationships. In this contest, the United States , with its
great resources , has leadership thrust upon it. Such resources, how-
ever, can only be effective if the foreign aid burden is supplemented,
and eventually taken over, by private capital investment on a mutually
profitable basis.

YET, the foreign climate for American and other private capital
investments in many foreign lands is far from favorable. In some cases,
private investments outside the United States have already been lost
through nationalization, expropriation and confiscation. In addition,
there have been numerable minor instances of property freezes, refus-
als to repay debts, currency and other monetary restrictions, which
have greatly reduced, if they have not destroyed, the hope of a satis-
factory return from the capital investment.

It is not possible to induce private investment when the investor
is not assured of adequate compensation and a fair opportunity to receive
his profit.

The importance of increased private investments overseas has
been recognized by many responsible government officials. Honorable
C. Douglas Dillon, Deputy Undersecretary of State for Economic Affairs,
told the Foreign Policy Association in New York City on May 21, 1958:

"I believe that we can and must find new ways to
promote American private investment abroad
* * * ** A fresh effort must be made if the
United States is to utilize its most effective ener-
gies in meeting the Soviet economic challenge."
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If we are to proceed along that line, the world must be educated as
to the importance of protecting private property. Adequate safeguards must
be found, first for the past United States private investments overseas which
already total close to $38 billion, and second, for the future investments
which are so essential. The President of the American Bar Association,
Charles S. Rhyne, recently proposed an international convention with en-
forceable sanctions to attain that objective, which he called "A World Law
To Protect World Investments". (See attached memorandum). Comparable
proposals have been made by prominentpersons in other nations of the Free
World which are also concerned with this vital problem.

Obviously, no plan for an international "code of honor, " or Magna
Carta, for the protection of private overseas investments can materialize
without the leadership of the United States , whose businessmen are the
world's biggest investors abroad.

It is my opinion--an opinion shared by many others--that the time
has never been more appropriate for the formation of an American Society
for the Protection of Private Foreign Investments, having as its principal
aim the adoption of an international treaty to safeguard such investments
against nationalization, expropriation or confiscation without adequate com-
pensation.

Once the nucleus of such a society is formed, it is planned to have
an organization meeting, probably in Washington, at which a president and
other officers may be elected, and a programof long-range activity drawn
up with the advice and cooperation of Government officials who are inter-
ested in this proposal.

As one of America's outstanding leaders, your participation inthis
undertaking would contribute greatly to its chances of success. Iwould con-
sider it an honor if you would consent to be among those who would be the
"charter" members of the proposed American society.

May I please have your reaction at your earliest convenience?

Sincerey,, -

HSH:McB H. STRUVE HENSEL

Encl.



AN AMERICAN SOCIETY FOR THE PROTECTION

OF PRIVATE FOREIGN INVESTMENTS

The 85th Congress has cleared the way for another gigantic foreign
aid program involving the expenditure of billions of dollars of public funds.

The Soviet economic offensive constitutes the No. 1 pressur'e behind this
action.

However, the most responsible leaders in the Congress have served

notice that these big annual appropriations eventually must be halted and

that some substitute program must be put forward to provide foreign aid

minus the aspects of a "dole" at the expense of the American taxpayer.

Conversations with responsible Government and private executives

indicate clearly that the Government hopes eventually to shift the economic

foreign aid burden to private industry. Government officials are now lean-

ing to the position that private capital can take up the slack -- create jobs
abroad, stimulate the economies of foreign nations, serve as "goodwill"

ambassador to the world-at-large, and offset the Soviet campaign to woo

the so-called development countries with big-scale economic assistance.

On net balance, unfortunately, the present U. S. economic aid pro-

gram, based on Government-to-Government aid, has served to retard U. S.
private investments abroad, for the simple reason that it has permitted
foreign nations to avoid the sound political and economic policies necessary
to attract private outside capital.

On the other hand, the American investor is not unaware of the ad-
vantages of plying his trade abroad. Today, American private investments
overseas are estimated at close to $38 billion. These investments are those
of many of the biggest, and most respected, firms in the United States --
Ford, General Motors, Standard Oil, and countless others of like stature
in their own fields.

But what of protection for these investment? It is true that the U.S.
operates what it calls its "Investment Guaranty Program. "' But this program
presupposes that private investments may be endangered in many parts of
the world. Even its most stalwart supporters agree that something more is
needed -- something that could cope with a rebel government in Indonesia,
a Nasser in Egypt, a revolution in Cuba, an overthrow of government in
Latin America or elsewhere. All of these happenings could--and do--have
disastrous consequences to the American investor abroad.
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In 1956, a group of prominent West German industrialists, bankers

and civic leaders, formed the Cologne Society to Advance the Protectionof

Private Foreign Investments. The head of this Society is Hermann J. Abs,

perhaps the outstanding banker in West Germany. Mr. Abs, a leader in

the move for restitution of claims made by minority groups which suffered

persecution under Hitler, outlined his plan last fall at the San Francisco

Industrial Development Conference sponsored by Time-Life-Fortune mag-

azines. It won immediate support from businessmen here and abroad.

The essence of the plan is simply this: The nations of the world

would enter into an international agreement for the protection of future

private overseas investments against confiscation, nationalization, or ex-

propriation -- without just compensation. An International Court wouldbe

created to review claims for damages. The Court's decisions, if not com-

plied with by any offending nation, could result in economic sanctions.

The list of those who have given support to Mr. Abs' program is a

long one, and contains the names of many men prominent in American busi-

ness, industry, civic affairs, and the legal professions. One of the most

ardent supporters has been Mr. Charles S. Rhyne, President of the Ameri-

can Bar Association. In a recent speech, Mr. Rhyne said:

"Securing protection for private world investment would

be, in itself, a magnificent contribution to mankind.

Private world investment offers in my view the best

way to bring the full capacity of the financial and tech-

nical resources of the 'have' nations in the western

world to the aid of Latin America, Africa, the Middle

East, and Asia."

Since American businessmen are the biggest investors abroad, it

would seem logical that they would be the persons most cancerned with

interested in, some international form of protection for their investments.

Therefore, it is proposed to create an American Society for the Pro-

tection of Private Foreign Investments -- to cooperate with, and work in

close harmony with, societies of other nations formed to advance the same

aim.

Obviously, the working out of an international agreement would get
nowhere without the support of the United States, which represents the
world's biggest group of private investors abroad. American businessmen

have the greatest stake in the successful outcome of the program and, there-

fore, must take the lead in promulgating the plan.
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The aim of the American organization would be no more than to

promote governmental interest in an international agreement, and the

establishment of an international tribunal, to safeguard future private

overseas investments against confiscation, nationalization or expropria-

tion under non-lawful conditions.

A panel of prominent American business leaders is being drawn

up to form an American society. This panel includes the names of men

known throughout our country as leaders in their respective fields.

-o -
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SUMMARY:

Amongst the subjects discussed at the meeting was the development
of private investment abroad.
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A,. Chritstian Platou
tradotion 2

lendal, near Oslo

t ignmenflt -orld Bank requires me olook the

ta1 of various countries - es et to the national plic. y oads

nban. Ifbyany cac you happefn to know ot a t a

preeenta treatmEnt w uld be granted by Norwegian tax o

investment banks, either donrT ac or foreign, be kind eno to me

a n on the subject.

a looking forward to eeing you and Fany in Washington com-

in ereber. Don't forget to give r best regards to Fanxg.

Sincerely,

RJBenruibi±.i



Jaw 9~1953

IDear Mr. Barnes:

As an attorney for the International B1ank for Reconstruction and
ievelopnent, I am currently en a ed in the study of the nolicy adooted
by various states in connection with the tacation of profits made by

investrent banks on their investment in their own country. For the moment
am inecially interested in countries which grant a preferential x

treatment to investment banks, and L wonder if you could not given some
advice on the material available on the subject in the -arvard L chool
library (recent theses or papers, for instance).

I have kept an outstanding souvenir of the wealth of the School's
stacks. Therefore, I suppose that if you were kind enough to help me,
it could greatly facilitate :Tr research.

Tours sincerely,

Roger J. Benrubi

illian . Barnes, Esq.
arvarA ;AW School

Garabrirae 38
ass auette

RJBenrubi/mep
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OFFICE MEMORANDUM
TO: Files DATE: May 20, 1958

FROM: Andrew C. Huang

SUBJECT: Private Overseas and Foreign Investment

Last week I talked to Mr. J. J. Polak of the Fund to ask if
he had any comments on the two studies on anticipated investments
abroad by U.S. and U.K. companies. Mr. Polak feels that they are
an interesting contribution in an area of economic research in
which much work remains to be done. He had, he said, no suggestions
of any "real value" to make at the present stage, but that he would
like to receive further studies as they are made.

CC: Mr. Rist
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ir. R. L. Garner August 23, 1957
Leonard B. Rist

FilVAF LONG Ii INIT'RNA A N'ST'' DUNG 1956

Corplying with your request of July 23 I am attaching a note

prepared by Mr. Carel deBeaufort on private international invest-

mpnts during 1956 which might be useful in connection with your

speech at the Annual Meeting,

C.deBeaufort/ib



Carel deBeaufort Au ust 23, 1957

PhIVATE LON-T~ NERAfluNAL INW23T 3T

ua 1956

In 1956 international investe nts ade troughout the Wree World

rose to the highest level attained during the Post War period.

The contribution made by the United States was by far the most

important. Its long terim private investmmenits abroad rose from

$26.7 billion at the end of 1955 to $30.1 billion at the end of 1956.

The increase of $3.4 billion consists of a rise of almost $600 million

in United States portfolio invest ,nts in foreign securities - from

a total of 47.4 billion to 47.9 billion - and of a 2. billion increase

in the book valuo of direct investm'ents - from a total of $19.3 billion

to 22.1 billion. The portfolio transactions include some $h00 million

publicly issued dollar bonds. In this Ganner Canada obtain more than

$300 million in new fuinds, Israel about 50 million n Australia about

$7 million. (See the a-tached tables which also show that during the

first half of 1957 new funds werr obtaind Australia 3 million,

Canada $234 million, usrael $3 million and the Eur.pan Coal and Steel

Authority $35 million),

The m recipient areas of United States private direct investments

were Canada, Latin America and Western Europe. Th book value of U.S.

investm ents in Canada rose by $900 million - from $6.5 billion to $7.5

billion - sixty per cent o, t - increase was financed by an outflow of

funds, the est y retaine'd earnings. Particularly large investments

were made in he petroleum and manufacturing industry.



Mr. R.L.Garner
8/23/57

Latin America and Western Europe obtained sizable dollar funds

through transactionls of a speCial nature in he petroleum' industry,

e.g., the $176 mi1iion purchase of the frinidad il comparer rom

British investors and payments totalling $247 iullion for new oil

concessions in Veneualea. I is generally expected that these tran-

sactions are orly the forerunners of a £-Trtnier and accelerated world

wide expansion in the petroleu industry, f
In countries other than Canaa ate book value of U.S. investments

in manufacturing rose by about $WX0 million - financed by a capital

flow of $167 and retained -avings of $231 million. 'early half of

the manufacturing investments outside of Canada were made in Western

EuTiope where tie principal recipient was Western Germany. in Latin

America mafacturin nvestents totalled almost $0 million, mainly

in Brazil, Mexi o and In uela. in other parts of the World re-

invested earnings added aout 50 million to the book value of invest-

ments in Australia, adi a, Japan, the Philippines and, tne Union of

South Africa.

The largest increases in manufacturing investmaents were in

chemicals, autonotive roducts and machiry with each of these groups

accounting for about 20 per cent of tie increase while investments in

foodstuffs, paer adpulp, fabricated metals and rubber products each

accounted for about 10 per cent.

The book value of investments in mining and sa lting enterprises

outside of anada rose about $110 million in 1956 - $60 million was

financed by capital flows and $50 million by re-invested earnings.

if Se F"uture Growth and inancial Rvequirements of the World ietroleum
ndustry, The Chase anhattan Bank,

./.
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The investments were prici pally made in copper mines in Chile

and Peru and in various etl and minerals in Mexico and Africa.

Judging from invesents lanned for 1957 and subsequent years

U.S. direct investments Iay be expected to continue to run at a high

level, although tightness in t capita mar ket may reduce the flow

to some ext nt. The investments will largely remain conoentrated in

the same areas and industries as in 1956. owever, investments are
being planned at an increased rate in electric power project, w ich

for the first time may include atomic plants. There are also

indications that the establishment of the uropean Common Market uay

lead to larger U.S. investments in t at area.
Private long term foreign investment, in the United States rose

from $12.6 billion to $134 billion. The increase of ;770 milli n

consists of a rise of $475 minion 330 million on account of an

increase in market values) in the value of foreign holdings of U.S.

securities - from a total of $8.3 billion to $8.8 billion - and of an

increase of alwst t300 illion - from .3 to $i.6 billion - in
private direct investments in the United States. Western Europe's

investraents in the United States rose from $2,7 billion to $2.9 billion

and Canadian investments in the U.S. from #1.3 billion to $1.5 billion.

During 1956 the direct investments were financed by capital flows of

$180 million and $115 million of undistributed profits, f
The available statistics on Europe's foreign investm ents are

incomuplete and less detailed than the American ones. ioreover the

coverage differs between th various countries making it diffic lt to

ompare or combine them.

2/ A table on the interntional Investment Position of the United
States is attached.
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It is probably safe to say that in spite of the uncertainties

created by the Suez crisis and the tightness of the capital markets,

the net outflow of private investment funds in 1956 decreased only

slightly from Ve annual level of almost $1 billion reachd in 1954

and 1955. This figure can not e compared witn the figures .n out-

flow of funds from the United States (42.4 billion consisting of

$600 million in portfolio and $1.8 billion in direct investenwts).

In several European countries the data are recorded net of the inflow

of non-resident investment capital in hese countries. In Jnited

Kingdom th.e latter are estimated for recent years at abou of the

net outflow of resident caital, apart from the extraordinary purchase

of the Trinidad 1 Company for $176 million referred to above. The

United Kingdom's share of the net outflow was about $400 million. As

usual most of its investments were made in the sterling area. Similarly

French overseas investments reiiained concentrated in the franc area.

The tiird coun ry which continu-d to maak. important investments

abroad including its overseas territories was belgium. But in 1956

its overseas investments did not quite reach the peak of more than

$150 million obtained in 1955, almost 30% of which went to the Congo.

1I Switzerland doxw-stic demands on the capital market caused a sharp

drop in its foreign lening. Bond isse s were floated totalling $64

million for the Belgian Congo, the European Coal and Steel Comunity,

Italy, Norway and a U.S. corporation. In The Netherlands the capital

market was closed in 1956 for foreign issues. On the other hand

Germany's foreign investments rose from about $50 million in 1954 to

almost $1mO illion in 1956. A further sharp rise would seem to be

both possible and probable.

Atts.



International InvestmnIt Position Of th United States

(billions of dollars)

end of ... If . .haie

United States Private Investment Abroad, total 26,7 30.1 3. 4

of which 7.4 7.9 0.6

irMnct 19.3 22.1 2.8

Net outflow 3.8

Ite-invested earnin s 1.0

Fore lign Xvet~fl-t in th)- Uite-d S"tates

Direct 4.3 4.5 0.2

Corporate Stooks 6.6 7.0 0.4

Corporate, State and aunicipal Bonds 0.3 0.3 •

U.S. Governmen bonds 1.6 1.5 0.1

Others 1.5 1.5 -

Total long-terM 14.3 14.8 / 0.5



V,

Messrs. Garner, Iliff, Somers August 1, 1957

Leonard B. gist

Protection of Private Investment Abroad.-

I took advantage of my recent trip to Europe to pursue my previous
inquiry on the various schemes which are now being devised for the purpose of
protecting private investment abroad. This is a subject which has been actively
discussed since the early 930s, especially under the auspices of the League of
Nations and the International Chamber of Commerce. These first endeavor. had
come to nothing but in the face of the recent revival of capital exports to
the underdeveloped countries these sam problems are again being thrashed out.
The purpose of this memorandum is, therefore, to sumarize what I know of the
efforte made at present by various groups and the present status of these
efforts. I shall also add some personal comments.

I - SOME PROPOSALS for INTEINATIONAL AMRENTS
or "CONVENTIONS"

A. - International Chamber of Comneroe:

In 1949 the ICC published the text of a proposed international
convention, the text of which is in the Bank's files. This draft included
(a) a Code of good behavior which to both ambitious and elaborate. It is so
ambitious indeed that it tends to eliminate exchange controls on transfers
of earnings and capital. (b) The submission of all conflicts arising of the
non-observance of this convention to a Court of arbitration, the awards of
which would be recognized by the signatory powers.

It appears that neither the Code nor the arbitration provisions
would be acceptable to any of the "creditor" countries and the proposed
convention as it stands has, therefore, no chance whatever of being either
pushed by the creditor countries or accepted by any debtor country. Nevertheless,
the ICC, at its Naples meeting of June 1957, passed a resolution which expresses
the wish that the E0OB0 "in concert" with the IBRD and the IC call an inter-
national conference to discuss ways and means to protect investors abroad, and
that the ICC draft convention serve as one of the basic documents of this
international conference. It also provides, however, that the ICC itself would
continue to work on a re-draft, since certain of its members - in particular
the French - find it much too ambitious and totally impracticable.

It is not likely that this resolution which has been duly communicated
to the ECOOC will be put on the Agenda of this or any further session of that
body - unless one of the member countries insists for putting it up. Lopez-
Herrarte has recently reported that the main "creditor" countries did not want
to do so. Mr. Arnold France, of the British Treasury, has expressed to me their
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and the Foreign Office's grave concern that a discussion on this subject
at the 300C would do more harm than good in that it would immediately
bring forth interference by the Eastern block, a proclamation on the part
of the underdeveloped countries to the effect that nationalization was legal
and finally a request that the Code of good behavior for host countries be
accompanied by a Code of good behavior for guest capital. As long as no
member country of the ECOSOC is inclined to provoke a discussion, and as long
as the 1CC does not drastically revise its proposal, this particular plan
may, for all practical purposes, be considered a dead issue.

B. - Mr. Abs' Maga Charta:

With the aOccpaniement of great fanfare Mr. Abe, senior member
of the Vorstand of the Deutsche Bank, has for several months been campaigning
for an international convention. Private ownership of enterprises should, in
his view, be protected In times of peace and war, and it my not be a mere
coincidence that his proposal should have been widely publicized at the very
time when the question of the return of German assets taken over by the U.S.
government during the war was agitated in Washington. Whatever the outoon
of this particular controversy May be, Mr. Abe is, however, oomited towards
public opinion to present a draft convention.

I have talked to him and his close associates on the status of this
document. It is not yet in presentable form and even on its substance agreement
has not been reached within the German voluntary oaMittee which is working on
it at present and which includes Mr. BrinkmnOn, the well-known iamburg banker.
A first draft, which I could look at for five minutes, included (a) a code of
good behavior, much more moderate than the ICC one but still very elaborate,
(b) a provision for arbitration, (c) sanctions to be applied by all creditor
nationals of the signatory powers if the arbitration award is not complied with
by the debtor country. liese"sanotions" are supposed to include the refusal
to grant new credits to or to make new investments in the defaulting country.

Mr. 3rinkmazin told Mr. Iliff and me in Basle that there were serious
disagreements within the German onmmittee as to the applicability of sanotions,
and this particular feature of the draft convention may therefore disappear.
In addition, it is quite clear that the German oomaittee, no more than the ICC,
had considered the question whether the creditor countries could agree to sign
a convention such as they wished to propose. In particular the provision whereby
an International Court of arbitration might review decisions of national courts
had not really been recognised as involving surrender of sovereignty and therefore
as a delicate problem of constitutional law.

It is probable that the much advertised Magna Charta, unless it is
drastically revised, will have no more practical results than the ICC's attempt.

C. - European Lag!ue for onnimc Cooperation:

7his organization, which includes a number of outstanding businessmen
and bankers in Western Europe, is at present preparing still another draft
convention. Baron Boll spoke about it to Mr. Black and myself when last in
Washington (Nay 1957) and I saw their secretarkjp Mr. Sermon, of BRUFINA, in
Brussels.
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The information given by these two gentlemen was somewhat vague
and in parts contradictory. The League is obviously trying to draft a
convention generally along the saw lines as Mr. Abe, although or perhaps because,
Mr. Abe is a member of the League. I have not seen their present draft which
is supposed to include (a) a cods, (b) an arbitration provision and (0) sanctions.
As in the previous oases, the lawyers consulted seem to be specialists of
private and commercial law rather than specialists in international public law.
Mr. Sermon told ne that they had not considered whether the text was one which
the "creditor" oountries could bind themselves to.

This would not be really necessary if the description given by Baron
Dol was correct: he envisaged that this convention would be for following
purposes: when a new investment is made in an underdeveloped country, the
investor would try to obtain from the local govermment an undertaking according
to which the latter would abide by the provisions of the Convention with regard
to this particular investment. And in so doing the host country would automa-
tically accept the code of behavior written into it and the jurisdiction of
a Court of Arbitration for any conflict between the private investor and said
government. The government of the capital exporting country would then be
involved only to the extent that it would undertake to apply sanctions against
the debtor country if the latter does not abide by the arbitral awards. In
a way, this would be a new concept not covering the whole field of foreign
investment but only new ventures and the creditor countries would only have
to agree among themselves that they would apply sanctions.

The question whether the government of a creditor country could
legally request its private citisens to refuse credit and prevent new investment
in another country which is branded as defaulting under an arbitration award
has not been explored. Another great weaknese of Baron ol's proposal would
be this: assuming that a few investors from certain creditor countries would
try to impose Special terms on the host governments for the protection of their
new investments, and assuming the host country should refuse to accept these
conditions, other investors may well be found in other creditor countries who

would be willing to assume the risk. The search for protection may thus turn
out to mean losing business. Finally no attempt has been made by the League
to find out what the possible reactions of U.S. or Canadian interests could be.

The text of the European League proposal has not been published
and it may be quite sme time before it sees the light of the day.

D. - Discussions at the U.K. Treasury:

In order to be complete, I ought to mention a suggestion made to
m by Mr. Arnold France, U.K. Treasury, although it has no more practical
interest. At the time of my visit to London he was quite concerned at the
prospect that the ICC resolution may be picked up by BO0000. Be indicated that
the Foreign Office and the Treasury had been wondering whether in that case
the World Bank oould not consider taking the initiative. An acceptable proposal,
from the British point of view, would have been that the Bank, in its efforts
to improve the climate for private investment, should ask its member countries
to make a simple and straightforward declaration of intent which would merely
state that foreign investment would be given "fair and equitable treatment"
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and that in the oases where harm should be suffered by the foreign investors
by action of the host government they would receive "praut and adequate
oCpensation". The Bank would thean decide when there was a failure to abide

by these simple rules and refuse to lend as long as the incident had not been
straightened out.

I pointed out to Mr. France that a simple declaration of intent
would of ourse be infinitely better tan all the oomplicated codes which
ae being proposed right and left, and that a number of countries had already
made similar statements on a unilateral basis, although I did not have a full
record of then. I added, however, that I could not possibly see how the World
Bank could undertake to beome the sole Judge in matters as intricate as those
rlating to operations of private companies in their relationship with local
authorities. These relations were infinitely more complex than straightforward
bond operations where a default could usually be defined without too much
trouble but already gave rise to serious controversies. Finally, I reminded
Mr. France that the World Bank was the only institution which had ever applied
sanctions against defaulting debtors, and that for the Bank to refuse to lend
had not prevented government lending agencies or government credit insurance
agencies from granting and encouraging credit to the defaulters.

In any case, Mr. France's suggestion was only tentative and it has
no aore point today since the EOOBO will not discuss the I00 resolution.

II - PERSONAL COgMTB

A. • ganctions:

No agreement on sanctions is ever likely to be taken seriously by
all potential credit givers or all potential Investors abroad. The most that
could ever be hoped for is that if a court of arbitration should find against
a host government and if the laster should not apply the oourt's findings, then
the host country wouldCe branded a defaulter. One could expect this moral
codeanation to be at least as powerful as uneforeable legal "sanctione".
The World Bank has taken the protests of the bondholders Comittees quite
seriously, and although it was the only institution to act in this fashion,
its influence was strong enough to help remove a number of defaults in the
field of public indebtedness. Th ease may perhaps take place in the field
of private investment,

D. - Code:

It is hardly possible to reach international agreement on a text
which would provide anything more than a simple statement of intent. An
intricate code will always contain one or more provisions which will ar)u
suspicion or misapprehension among the host countries. A declaration of intent,
assuming one was felt to be desirable, should therefore be extremely simple
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and contain no more than assurances of "fair and equitable treatment" forforeign investors, together with a promise of "pronw and equitable compensation"In case harm is sustained by them by government action in other than forcemajoure orcumstanoes. In addition one should be carftl to draft It In sucha way that the main "creditor" countries be ready to sign it without difficulty.

In view of the taot that a number af countries have already madeunilateral declarations in that sense, I have asked the Foreign InvestmentDivision to try and list the countries which have done so.

C. - Arbitration:

Unilateral or multilateral declarations of intent by themselvesa" badly Likely to convince potential investors. The real weapon in thisrespect would be arbitration. Arbitration without a oods would be betterthan a code without arbitration. That, hmemr this specific point raisesInnummrable difficulties is well illustrated by the fact that the 100 draftconvention and Mr. AbeI draft simply mention arbitration without definingthe constitution of the court. The European League is trying to go a littlefurther and Baron Doal suggested to me that It might not be impossible torequest the lague Court to establish a panel of acceptable arbitrators, oreven to designate a Court of arbitration for cases involving foreign privateoams against governments. Whether this is practical or not is not clearbut at least Baron Dal's remark shows that he is aware of the institutionalproblem Involved.-

The issue is to define a body which could accept jurisdiction onmatters involving private foreign claims against a government. At presentsuch a body does not exist on a standing basis and it has to be built up adhoo In each specific case. In a number of contracts between individual govern-ments and private consultants or private contractors, an arbitration clausehad been included, implicitly or explicitly, calling for the appointment ofspecial arbitrators in case of conflict. One may well wonder (and Mr. Sammersand T agree on that point) whether the establishment of a special body to dealwith Just these oases would not be a constructive step. As the Court wouldgain prestige, It might then be called upon to deal with other cases which bycomon consent of the two parties have beom,* or may become subject to Inter-national arbitration.

I understand that the Legal Department has been asked to look intothe statutes of The Hague Court and in the operations of the American arbitrationAssociation and of the International Chamber of Commrce In the field of aI-tration with a view to defining possible forms of arbitration bodies.

D1 - It should be recognised, however, that it is probably hopeless to expectthe underdeveloped countries to accept n priciple the jurisdiction of anarbtration court in the case of conflicts involving a foreign private investorand their own government. They may do so in individual oases or by specialagreement but hardly by treaty or convention. Neither the U.S. nor the U.K.could possibly do that and any convention would have to be acceptable to the
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"oreditors" before it is even proposed to the "debtor$". In order to conquer
this obstaole, one would have to imagin, that some body in the U.S. government,
say I.C.A., should feel so strangly about the advantagss of international
azbitration as a mesas to pramote private investment abroad, that it would get

Congressional consent to an agreement involving such surrender of sovereignty.
In the present fram of mind of Congress, this is hardly thinkmble. The most
reasonable thing to do is therefore to lower one's eights and investigate the
possibility of a step by step approach as dfined in paragraph C.

Cot Messrs. Demuth
Broohes
de Beaufort
Delaume



Messrs. Iliff ad t July 21, 1957?

Richrd H. Demt

IC0 Proposal or a Bk/Il ouf e c on Ivestment ode

r. Rist mentioned ata saf eting a few weeks

agotheresolution adoted by the2 nternationa Chamber of omerce

whic wa bin distributed in th t conomic an ocia Council pro-

posing th at the Bank and the nite Nations5 jo itly ponsor a

conference to formulae a cod for private investan.t and to t:e

steps to restore confidence In such~ investjment.

I have justreceivd a lttr from Loe-rrart stting

that he ha Ia long talks in Geea wit the U.S., Ui. ., Cadin

French and othrdle gaci tionsadta the hve all agreed to take

it s isopinon th matter habeny-passed".

cc: Central Fles
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OFFICE MEMORANDUM
TO: Files DATE: July 2, 1957

FROM: Leonard B. Rist Z,

SUBJECT: Protection of private investments abroad.

I asked to Mr. Giscard d'Estaing, President of the
International Chamber of Commerce, why Sir Jeremy Raisman
had told me that the German and French sections had been
reluctant to support the resolution of the ICC suggesting
that the ECOSOC should have a big conference on the above
mentioned subject. His answer was that neither the French
nor the Germans agreed with the Code prepared in 1949 by
the ICC. The French think that it is much too strict and
totally inacceptable. He did not quite know why Mr.
Brinckman of Hamburg had tried to oppose the resolution.
I personally suspect that it is for a quite different
reason, that the Germans feel that the documents that
they themselves have under preparation are better than
the ICC ones.

In any case Mr. G.E. was very proud of having obtained
that the resolution should mention that the ICC would conti-
nue its studies on the matter. In his opinion this indicates
that not all members are satisfied with the Code as it now
stands.

I asked him what he would consider a proper suggestion.
He pointed out that:

(a) It was better to have an arbitration tribunal
without a Code than a Code with no arbitration;

(b) He did not necessarily think of a tribunal but
rather of successive arbitrators appointed in
each case;

(c)He did not think that any mention of national-
isation of such would be of any help in practice
in view of the record of the Western countries
in this respect and of the fact that this raises
bitter questions of sovereignty;

(d) He did not even think that the amount of the
compensation awarded to the nationalised foreign
investors could be a proper subject for regular
systematic arbitration for the same reasons;

(e) He feels that the most appropriate cases for
improvement in international treatmaLnt of foreign
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capital are limited to those where capital
transfers, or transfers of income, are pro-
hibited or hampered in a discriminatory
fashion. Not, he said, in cases where exchange
controls exist and function in a non-discrim-
inatory fashion. The exchange control regula-
tions have to be approved by the IMF. It is,
therefore, only when a foreign citizen feels
that these regulations are applied to him in
a discriminatory fashion that an opportunity
to complain may arise. In these cases it is
hardly conceivable that the local tribunal
may have jurisdiction. Agreeing to arbitration
in these cases would not therefore mean super-
seding the local courts with arbitration pro-
ceedings;

(f) As a practical matter, Mr. G.E. suggested that
European countries, and possibly the U.S., should
agree among themselves on a Treaty or Convention
which would provide for arbitration in these
relatively rare cases. After this had been done,
the Europea-American group of countries (mostly
creditors) would then suggest that the debtor
countries should adhere to the same convention.

Clearly the ideas of Mr. G.E. are infinitely less
impractical than those of any of the groups I have talked
to (ICC, Abs, European League for Economic Co-operation).
On the other hand the scope of operation Mr. G.E. has in
mind seems definitely restricted to rather exceptional
cases. Mr. G.E. added that it was his hope, and the hope
of the Germans, that no national delegation at ECOSOC
would pick up the communication from ICC and put it on the
agenda.



FORM5-No. 8 INTERNATIONAL BANK FOR RECONSTRUCTION AND DEVELOPMENT .

OFFICE MEMORANDUM
TO: Mr. Davidson Sommrers DATE: June 10, 1957

FROM: Marie Louise Cathala

SUBJECT: Arbitrage & Protection of Private Investment abroad.-

I received this morning a lette from Mr. Rist, dated June 4th, which

contains the following paragraphs of interest to you:

"1. Ii!ff found Sir Leslie Rowan and Sir Jeremiah Eaismar
quite excited about the resolution of the International Chamber of
Commerce re. Protection of private investment and would. like the Bank
to take the lead. I shall see them both in London mid June.

"2. In addition, Brinkmann, of Hamburg, is quite enthusiastic

about a new version of the "Abs Plan" which drops the idea of sanctions
and reduces the "Code" to very little. Arbitration is now the main
point. He will send me a copy of the new text in Paris. Maybe my trip
to Frankfurt was not lost."
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GROSS REFERENCE SHEET

COMMUNI CATION: btter

DAT ED: Decenber 27, 1956

TO: Mjr. B.K. Nehru
Ministry of Finance
Department of Economic Affaifa
New Delhi, India.

FROM: W,'. Knapp

FILED UNDER: Investmnrt . General

SUMMARY: Re talks about the relative costs and benefits of foreign invastmient
being a subject of considerable discussion and debate in
Latin Aerica
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195 1953 19

All,. Areas

Outflow1, -2,0~tf~w - 003 -1,381 -1,273 -1,262 -1,247

Inflow +476
+47 531 +. 553 +59 568

Niet - 52$
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- 420 - 386 - 385 - 279

:atin lAuerica

Dut flow - 414
- 469 - 379 - 309 - 332

low 49 + 192 +262 + 221 +191

-165 - 277 - 117 - ,$ - 141
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- - 68 - 118 - 166 - 204
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+ 76 + 69 + 116 • 75

7- 62
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Soure: survey of Gurreit usinl~ss
AuJu3t 1956
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Htmon

1950 3.58 4.74 1.72 11.19

1951 3.97 5.183 1..~ 13.09

1952 4.59 5.79 2.15 14.2

1953 5.24 6.03 2.37 16.29

1954 5.87 6.24 2.64 17.63

1955 6.46 6.56 2.99 19.19

Source: lo.re :urev i as
Au -ut 1956.



2D 2 gkinlad QmrcialClafm on ? fo e u

$ ilon

All,,Areas Cnd ai ueia -etmErp

Dlecembr 31 95

Total LTr> 169 636 597

Doeeber 31 1954

Bnkin Claire 1,23 97 524

comecial Claima 587 86 197 210

oto175 1,094 34

Corcial Claim 619 98 193 n.

Tta 2, 17 21,306 733

y oct icia -cduu mco r e ims as folows

1953 84 i ion
1954 : 02
195)) 1.6

30 e Ju y or Curr ent ans
tu et 1956



Mr. J. Burke p December 3, 1956

Harold Larsen

Private Direct Investment

I have not so far succeeded in finding anything very startling
that might be sent to Mr. Nehru.

However, I attachs

(a) An excerpt from an address by Henry Holland, which may
be useful.

(b) A svunary of a study made by the National Association of
Importers and Exporters of Mexico. This Association is
sending me some copies of the full study (in English as
well as Spanish); I will forward one to you when I get
them. (You will recall that Mr. Sommers suggested, and
you agreed, that we should send this to our Executive
Directors.)

I have reread the paper Prebisch did for the Rio Conference. I
doubt that this is useful for your purpose, being a statement of the thesis
you want to refute.

I understand that the first results of the U.S. Department of
Commerce study on U.S. investment abboad will appear in the January issue
of the "Survey of Current Business."



AT 1Y Q A.W73 L! F 47 IOAAL T Yh f. a1Jin i

7 A, 1955

Ave peole sa; th at forei n priv te inves tent i bad for tne host
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The following is quoted from dighlights in Latin America,
dated September 28, 1956.

"One of the most constructive studies on U.S. business in Latin America
in recent years has been completed by the Asociacion Nacio)nal de ,.qmportadores
y ixportadores of Mexico. The aim of the study was to find out whether such
foreign investment was beneficial for the country. oo;e of the results:

"Of 52,200 employes of . companies in sexico, only 6W, or 1.5 per
cent, are 6 .6. citizens. One company wnica has more than 13,000 workers has
only 196 0.6 . emoloyes. Another, with 1,500 employes, has only five L.S.
citizens on its payroll. The trend has been toward employment of nearly 100
per cent Mexicans. A company wich in 1951 had 1.5 per cent Americans on its
payroll now has only .8 per cent.

"Executive positions in 6 .o. companies are distributed an follows:
exicans have 76 per cent of the oecision-making posts, ericans ave

per cent. Jverthe last two decaies a n w manaLeriaL clia enerin in Iexico
has been supalying .merican firms wit nost of their executive material.

f"l erty-two . c.. companies durin- the last year have shown such confi-
dence in Mexico's future that they have re-invested 100 per cent of their
earnings in expansion programs. Four conpanies invested more tnan yU er
cent; five, more than 50 ,er cent.

"Half of the comaanies stuai were owned in art by Mexicans. ight
companies were controlled by Mexicans owning more than 50 per cent of the
stock; 13 others had substantial :lexican holdings.

"Twenty-two of the 46 companies have brought new .S. capital into the
country in expansion plans during the last few years.

"Nineteen of the companies are now exporting manufactured products from
Mexico. These include office £ rnitre, batteries, farm machinery, sawer
pipe, radios, macnine tools, 1ead aipe, aluminum wire, type metal, explosives,
and building hardware. Fourteen atner co anies add to .exico's dollar earn-
ings by exports of raw materials. Altogether, -exico receives 4i75 million
a year from exports produced by .3. comanies.

" .6. companies in Mexico have become a major market for iexican pro-
ducers. One large concern buys from 1,500 different `exican companirs.
Another has 500 sawplLiers of parts. U.S. companis manufacturing in Mexico
also are heavy buyers of sch ra :aterials as gar, corn, cacao, Chicle,
peanut , zinc, coal, al >l, .rn, : a. wood, otrole u, mananese, old,
cop>er, and corea e fibers.



wenty-six of the 46 .npania nav training rogr s with the aim of
having: 100 :yer cent exican tecanicians. 'hirteen comanie send xican
employees to the .Z. for two-year tranin courses. enty-one contri ute
to the maintenance of eexican n rti s and technical scnools.

"The study as a whiol is eing p&ilneo : anrcio ternacionai the
Miexican associatin's magazine. ActuaA iV anticipates a heisphere-wide
survey now being naaue by tie -.. separteit of wInorce o U . comanies
ooing ousiness in Latinwierica. e o the .. t d i 'osi. at

in 'ires the benefits of . mesment' in eacn cary. "ie .exican
report may wll be dutplicated iI other areas."



FoR~M No. 57
(5.48 INTERNATIONAL BANK FOR RECONSTRUCTION AND DEVELOPMENT

OFFICE MEMORANDUM
TO: File DATE: May 4, 1956

FROM: dr ao

SUBJECT: LON -TER 7 CAITAL INno STnNT

sr Chdson of U. Ch Headuat r an Mr. rollock of the

Wn ofice LA visit. the Fori n nvestr aent Divi sion

on T0hursday6 and talkcd t e er

and my ief r egard no daa ca te ab ov u:be)

Intecous 1- the dscussio -r. Chuadson asked abouW:a
i'orrtion rlati o s ' credits and b) US. fistants

in foreign dolla bond r dau t c et in nra
temns n te situation in ea t ex crits and e tted

that t data u t by membr co untn ere conide ni al and

could nt be iv u ld. erdLn b) h e rfe u 0r Chudson to

our La1 Departmt wo are i n ch ih the le ga easures bei
t11n i1 this counr to e n the scope for nveten in

foreign doILr bonds.

es. Chudso and Follack were §iven a ao u tales onl

LOn - ssues.



BLY TH , CO.,INC.
NEW YORK
CHICAGO 14 WALL STREET
BOSTON

PHILADELPHIA CABLE ADDRESS
SAN FRANCISCO
LOS ANGELES NEW YORK 5, N.Y. B LYTH CO
SEA TLE
PORTLAND

April 11, 1956

Mr. Robert Ga ner
Int'l Bank for 1 construction & Development
Federal Reserve Building

Washington, D. C.

Dear Bob:

Just a line to tell you how much I enjoyed our lunch
together the other day. I am hopeful that somewhere along
the line we can develop a mutuality of interest between our

two companies. Stew Hawes and I have gone over our Buy-
ing personnel, which is numerically weak even for our United
States activities but we are increasing our staff by four young
men and we are hopeful that within twelve months we will have
one or two men in the Buying end who will be available for
"loan" to learn something about the foreign field.

We are all thinking in the same general direction
regarding the exportation of American capital to other lands.

Good luck, and always personal regards.

Sincerely yours,

GL:ds



Mr. Leonard B. Rist April 6, 1956

E. Viarvaressoa

Mr. Carlron has informed ::e that Messr . Garner, Demuth and
yourself nave been considerint a survey of he contribution of
prIvate foreign capital to economic developme t and have suggested
thut a case sl:udy of C a a le ur.dertaken by us.

I am writingoi a t ; touihat I told Mr. Carlson tIat
we shall be glad to do this job on the basis of available dnta and

:'ormation. We inte d te start voring on the project in a .ort-
night.

Y.V.

KV/vch



Mr. K. Varvaressos Apil 4, 1956

Reynold. 
r. Carlson

I have been perusine with great inerest the very '01bs avial
report which you have now corpleted on the .nk's eneral ,urve,
Xissions. Your report i; a real achievement and I a sare it will
have a substantial influence on Surve asionS in the fture.

You will recall I spoke to you last Decemnber wit respect to
a project which 4esars. Garner, bemuth and :ist had 3u esteU,
namely, a survey of the role an contribution o. forein private
caital in economic development. hese aen also su:rested your
name specificall:/ as one who raigt be interested in collabom tin
in :sch a study. ,hen e talked in ioce ir ,ou were still in-

rsed in the report which as now been- released an' we agree1 tat
our report miJt be copleted before embarking on an w projects,

amwri;ince tI :- now been done 1 a hopefl l tht ou will be able
to urn our attertion to tis question o :oreign priva'e ca it al.

ot,' -r. ,arner and -r. Lemuth feel ti at, aon o, r Ihin , a case
staas of ,a ada woui 1ne a usefal undertaking in view of tioe exra-
ordinary growtn t'a~ a s taken place isrecen. ciecades financed, to
a considera .le degree, cy private £oreign ca-ital.

dould you be willin; to ui er ae such a dy at this time
au to lend us your valuable e:erience i oter p ass of the
survey?

LCarlson/er



Messrs. Cavanaugh, Schmidt, de Wilde
Umbricht and Broches/

George Young

Attached ;s a copy of a letter sent on January 18 by -Ir. A.N.

Overby to Mr. Black. A draft reply is also attached for your

comments.

Could you please let me have your coments, if possible before

luncheon, so that the reply can be ready for signature by Mr. Black

before he leaves this afternoon. I am very sorry to give you so

little time but the circumstan ces lay outside our control.

RY/mew

Attachment
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195, 956.

Mr. Sunar Carlson,
Director,
De-arti,epnt of iicnomie: Afars,
United Nations,
New York, N.Y.

Dear Mr. Carlson:

Within ur -enral program of research ativitie, we inen to
undertake a comparative study of the distribution of invct
economic sector. The tudy will cover as many countries as possible

Ts purpose would b to appraise the extent of uifrmities and
diversities in the ountri past n current iestment p
and to arrive a: a judgen n the reave importanc of

stra tegic c aeror; ele r uni t . es or. 1 alloC o Iv T

resources.

Your 7ublised mater . indic:te: that tr i to. cl s - y
attracted the attention C cur aaff. I scu<l- he e nt

n uublished 'e rat an: cti er t risi osing W vtIh C t
o:: current i vestae t tern; Al, c, e ie. av- b lc to the . for
temporary use. I cul also appreci t> an:. gertions > c1 ou may

have, nceui ~ m: stons Or biblioahical ref reca in this lield.

Sincerely yourS,

Leonard B. Rift
Director, Economic aff.

em.



March 22, 1956.

Mr. Rail Prebisch,
Director Principal,
CEPAL,
Avenida Providencia 871,
SanEtiago, Chj;£le.

Dear Mr. Prebisch:

Within our general program of research activities, we intend to
undertake a comparative st of the distribution of investment by
eccnomic soctors. The study will cover is many countrie s possible.
Its purpose would be to apraise the extent of uniformities and
diversities in the countries a t and current investment patterns
and to arrive at a judgment on e relative imprtance of various
strategic factors determining the sectorial aliocation of investment
resources.

Your rub lishio strial indicates that this tonic has always
attracted the attention of your staff. I wuld be very grateful if
any uns ublished p-irers data and other material dealing with past or
current invelteri '.tterns coQu l mao tvailable to the Bank for
temporary use. I would al o aopreciate any sug estions which you may
have, includinre surstions on bibliographical references in this
field.

Sincerely yours,

Leonard B. Rist
Director, Economic Staff.

em.



March 2,1956

Mr. Hal Lary,
Director,
Research & Planning Division,
EE,
Palais des Nations,
Geneva. Switzerland.

Dear Mr. Lary:

Within our general program of research activities, we intend to
undertake a comparative study of th 'i tribution of investment by
economic sectors. The study will cover as many countries as possible.
Its purpose would b, to arais the extent of uniformities and
diversities in the countries' past and current investment pal terns
and to arrive at a judgment on the relative importance of various
strategic factors determining the sectorial allocation of investment
resources.

Your published materil indeo that this topic has always
attracted the attention of :ur staf T would be very grateful if
any unpublished papers, :-ta and othr aterial dealing with past or
current investmient patterns could be mde available to the Bank for
temporary use. T would also appreciate any suggestions which you
may have, including suggestion on bibliographical references in this
field.

Sincerely yours,

Leonard B. Rist
Director, Economic Staff.

em.



Ma:rch 22, 1956.

Mr. Milton Gilbert,
OZEC,
2 rue andre Pascal,
Paris 16e,
France.

Dear Mr. Gilbert,

Within our general program of research activities, we intend to
undertake a com pa rative study of the distribution of investme by
economic sectors. The study will cover as many countries as possible.
Its purpose would be to appraise the extent of uniformities and
diversities In the countries' past and current investment patterns
and to arrive at a judgment on the relative i rtance of various
strategic factors determinin the sectorial allocation of investment
resources.

Your published material indicates that this topic hs alwars
attracted the attention of your staff. I would be very grateful if
any unpublished papers, data and other material dealing with past or
current investmort patterns could be made available to the Bank for
temporary use. I would also appreciate any suggestions which you
may have, including, suggestions on bibliographical references in this
field.

Sincerely yours,

Leonard B. ist
Director, Fconomic Staff,

em.



Mireh 22, 195Y>

Mr. P'. S. Lokanathan,
PCAFE Stccretariat,
Ra.nern Avenue,
Bangkok. Thailand.

Dear Mr. Lokanathan:

Within our enraJ -ro ra- of research activities, we irtend to
undertake a oc r'ative s udy of the distribution oi inve,tnvmt bi
econoir sectors. The stuy will cover as !iny countries s nossible.
Its purpose woal be to i rale th: extent .aIformitis Ad
diversities in the contriIs' at and carent investnant natterns
and to arrive at a ju -nt on the relati8'r imortance of various
strategic factors deter-ining the sectorial allocation of investm ent
resources.

Your published material indicates that this topic has always
attracted the a t ention of your staff. I w uld be ve- -ratef'ul A

any unpublished -apers, data arnd other material -lealing th past or
current inves te nt parttrns coul. he made available to the ink for
temporary use. I wouli also a - -reciate any suggestions Uhich you 'iay
have, including suggostions on bibliographical references in this
field.

Sincerely yours,

Leonard B. Rist
Director, EconoJc Staff.

em.



March 20, 1956

Mr. August Maffry
Vice President
Irving Trust Co.
1 Wall Ftreet
New York, N.Y.

Dear Mr. Vaffry:

Thank you for sendi your m-emoranduD
on Private U... .Foreign Tnvestment, which I received
yesterday.

Now that I am back in 4ashingtor, I
should like to express my tharks for you. kind assist-
ance; the information which you gave me is provin xoat
useful to us.

With kind regards,

Yours sincerely,

Taymond Frost

RF:mm



FORM No. 59
(2-55)

CROSS REFERENCE SHEET

COMMUNICATION: Letters

DATED: March 20-21

TO: Mr. Hoyt Peck - IERD
Mr. Nevil Ford - First boston Corporation
Mr. George Chittenden - J.P. Morgan & Co.
Mr. Andre Meyer - Lazard Freres & Co.
Mr. Francis T. Ward - Morgan Stanley & Co.

FROM: - Mr. Frost

FILED UNDER: ALPHBLTICAL

SUMMARY: Thanking them for help given in collection of information
for his study on US Private Foreign Investment while he was
in New York



March 12, 1956

Mr. Er A. udson
QhieL
Unter-develo;,ed reas Section

awa o~ conomic r i~irs
e: a tion

Yew ork, -. Y.

ear r. Thudson;

,, in Januar, e exhn.uec eter. repect to a
Audest inqui . are andotaki on . suject M; orei
rivate camiCal. U:<" rt un-c , / a ti rehve nott tae s
o new Yor me I :nerirQ cJtbo :ruwuleb neto ou-

line -e o is iL . jected alc ne: lins or

o/fice, I note in ;your last ltuter thi aork wilU ein inAn-

4s : :.l u project takes form I may be able to take time
out for a krip to New York in order to acquaint myself with the
detail3 o! ,ror work.

La the wrear liae, I wuld appreciate any inforuxation which
you could supply me Ati. respect to reference material and

particularly statistical 3ources.

Sincerely yours,

.oi ,. .Cason
eart: t o k :eraLions

eaer: n/phere

ar arn/er
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INTERNATIONAL BANK FOR RECONSTRUCTION AND DEVELOPMENT

OFFICE MEMORANDUM

TO: FILES DATE: February 28, 1957

FROM: Reynold E. Carlson

SUBJECT: Foreign Private Capital

1. In connection with certain studies now under way in
the Bank on the role of foreign private capital in economic
development, attention is directed to two items of interest.

2. The first of these is a recent survey undertaken by
the U.S. Department of Commerce on the impact of U.S. invest-
ment on the Latin American economy. The preliminary results
have now been published and a brief survey of the report is
attached.

3. The second item refers to a case study of Canadian
experience with foreign private capital which has recently
been completed by Professor Varvaressos and Miss Zafiriou.
A summary of this material will soon be ready for general
cir culation.

Attachment



U.S. DIRECT INVESTMENT IN LATIN A1ERICA

The publication of a study by the United Nations in 1955 on "Foreign
Capital in Latin America" aroused considerable interest in the various
countries but it also precipitated a wave of criticism directed at foreign
private investment. Individuals or groups with a strong nationalist bias
took advantage of the statistics presented to "prove" that foreign private
capital was, in effect, decapitalizing the host countries. Certain erro-
neous inferences were drawn from this report and widely publicized.

In order to counter this development and particularly to anticipate
the economic conference of the Organization of American States currently
scheduled for August 1957 in Buenos Aires, the Department of Commerce
undertook to survey the American companies operating in Latin America.
A questionnaire was circulated and complete reports were received from

300 companies representing 85% of total U.S. direct investment in Latin
America. The preliminary results of the survey have now been published.
(Survey of Current Business, January 1957.)

The survey was designed to cover not only the balance of payments
aspect of U.S. investment, e.g. imports, exports, capital flow, remittance
of profits, etc., but to gauge the total impact on the economy of the
several countries. The contribution to production, the impact on incomes
and the scope of investment activities have been summarized in the attached
tables. In view of the dominant role of petroleum in total U.S. invest-
ment, the summary tables distinguish petroleum from other industries.
Details are available on each of the principal industries surveyed, petro-
leum, agriculture, mining and smelting, manufacturing and public utilities,
as well as on individual countries. This summary is restricted to opera-
tions and investment consolidated for the entire region.

Although the survey relates to a single year of operations, several
important conclusions emerge. In the first place, the domestic market

provided 55% and exports h5% of total sales. Secondly, 76% of total
income generated by production was retained within the country; imported

materials used in production accounted for another 11%. Thirdly, taxes
paid to the respective governments were substantially greater than total

payroll and absorbed 21% of gross revenues; remittances (branch profits
and dividends) were only one-half the amount paid in local taxes or 11%
of gross revenues. Fourthly, total investment, including new capital and

re-invested earnings, was approximately equal to remittance of profits;
moreover, two-thirds of the resources available for investment came from
net income after local taxes.



- 2 -

Remittance of branch profits and dividends in 1955 amounted to 11%
on book value of the companies covered in the survey; if petroleum is

excluded, the return on book value is only h%. However, book values

in countries subject to chronic inflation usually understate the real

value of the direct investment. Hence, profit remittances on industries

other than petroleum would be considerably less than 4% if assets were

given a more realistic valuation.

February 27, 1957

Enclosures (2)



U.S. INVESTMENT IN LATIN AMERICA*

NET REVENUES, RMIT TANCES AND INVESTMENT: 1955

(Millions Dollars)

Petroleum % Other, % Total %

SOURCES:

Net Income 2 512 73 246 51 758 64

Depletion & Depreciation 171 24 124 26 295 25

Net Inflow U.S. Funds 20 3 110 23 130 11

TOTAL $703 100% $480 100% $1,183 100%

USES:

Exploration & Development 61 11 72

Plant & Equipment 236 192 428

Inventory 9 60 69

Total Investment $307 44% $262 55% $569 48%

Remittances: Branch Profits
& Dividends 401 57 154 32 555 47

Other: Net Increase in Assets - 5 - 1 64 13 59 5

TOTAL $703 100% $480 100% $1,183 100%

* Totals may not add due to rounding.

Four industries: Agriculture, Mining & Smelting, Manufacturing and

Public Utilities.

2/ After local taxes but before charging exploration and development
expense.



U. S. INVESTMENT IN LATIN AMERICA

GROSS REVENUES AND PAY MENTS: 1955

(Millions Dollars)

Petroleum % Others!/ % Total %
REVENUES:

Domestic Sales 963 46% 1,772 62% 2,735 55%

Exports 1,127 54 1,084 38 2,211 45

Total Revenues $2,090 100% $2,856 100% $h,946 100%

LOCAL PAYMENTS & ACCRUALS:

Wages 254 624 878

Materials 509 989 1,h98

Interest & Dividends 29 33 62

Other 74 226 300

866 41% 1,872 65% 2,738 55%

Taxes 559 27 458 16 1,017 21

Total Local $1,425 68% $2,330 81% $3,755 76%

EXTERNAL PAYMENTS & ACCRUALS:

Imports2_/ 187 9% 367 13% 554 11%

Remittances: Branch Profits
& Dividends 401 19 154 6 555 11

Other 77 4 5 - 82 2

Total External $ 665 32% 526 19% $1,191 2h%

Total Payments & Accruals $2,090 100% $2,856 100% $4,946 100%

l Four industries: Agriculture, Mining & Smelting, Manufacturing and

Public Utilities.

2 Raw materials; Fuels, Spare Parts, etc.; capital goods omitted.



FORM No. 58
(5-48) INTERNATIONAL BANK FOR RECONSTRUCTION AND DEVELOPMENT

OFFICE MEMORANDUM
TO: Mr. Ii~ff DATE: a 6 1956

FROM: D. Sommer

SUBJECT: letter to r. w (lwe

Sdoy not thi nk the first; compliete naagap onA pagr e 2
shouldc stan. Idob tha the second sentenlce o lte oaagap

is accrat an nt thn we should c use t e ceaper" argui-

woul se for the second, third and fourth set( ces,

the following:It s our 1rsn policyr to try to~ nterest the rivate
marketin the credit of a ou b w n

urranite powters oly i very soecial circumstances
nd sit1nations. If we canot et 0-arti~(cpation with

ur guarntee w9 e prefer toc lend directly, eithe~r of
our capi ta or out of the proceeds of our~ ~ own borings

'bigation s underw¾ritten by vmn, >lepartmeln t ould be
ste in the other direction.



Mr. Carel do Beaufort February 27, 1956

B. Rao

Movements of Long--Term Foreign Private Capital to and fro the U.S.

Attached are tables and explanatory notes on the above subjiect.

As it complements the previous paper I wrote on "International
Moemrt: of Lorif -term Priva+,e U.>. Captal", T uve the tables

as yll as the text numbered such that the two roether w.ill form an

integrated whole.

Enclosures

BRao :mo



Mr. C. de Beaufort February 16, 1956

B. Rao a

International. overments of Long Term Private U.S. Capital

Attached is a paper on the above subject. The tables
appended refer to net inflows and outflows o2: U.S. capital.

I have prepared si nilar data for inflow and outflow
of foreign capital into and from the U.S. and shall put them

together when I have compe ted iMy research in the availability
of data on private long term capital movementsfor the U.K.,
France, Netherland and S itzerland.

Enclosures

BRao:mo



*

International Movements of Lon Term Private U.S. Ca ital

A set of tables relatini to moverents of private lon-term
U.S. capital over the period 196-1950 is a tached. The data con-
taimed therein have been drawn from the worksheets of the salance
of Payments Division of the Office of Business Enomics of the T.S.

Diepartment of Comerce and show net movements only. ross low
figures for that period consistent with the revised balance of pay-
ments figures are not available. The 'alance of ayments (1949-E1)
Supplement of the Survey of Current usiness publisd in 1951 did
show nflows and outflows of long term private U.S capital; table
B I atta ched incorporates in suTr form the data pblished therein.
But these figures are no lon r aicurae as orei ivestment ta
for the U.S. have since been revised n the lijt of C o e Depart.-
ment's Census of Foreign Investnents undertaken in 1950.

Revised estimates of the net movements in long term private
U.S. capital are publishd in Gomrce Departmnt's Balance of Pay-
ments (1919-1953) Supplement to the Survey of urrent siness. The
major difference between the old d the revised estimates is in
"Direct Invest-ents" as seen from the sunmary coparison of the
two estimates below.

HJet Long Term Private U.S. Capital Movements
1946-50 (million of dollars)

Direct Investments: 9 i ?2; 2 La
Old -183 -724 -63 -786 -702
Revised Figures -230 -749 -721 -660 -621

Portfolio Inve stnments:
Old i ores 124 -86 -64 -10 -<6

Rvised Mures 127 -50 -69 -30 -495

Total
Odiires -59 -810 -748 -796 -1168

Revised Figures -103 -798 -790 -740 -1160

Commerce Departent have not published revised gross flow
gures for 196-50 beca of t ollowing considerations. In the

first pla ce, the quinquennium 19L6-50 was inly characterized by
masive movements of U.S. public capital in loans and unilateral trans-
£ers. They do not, therefore, feel that it ould be worthwhile to work
out revised flow data for that period, particularly since there have
been basic revisions in their concept of foreign investments and in-
vestment capital flows; to go into all the complicated calculations
to nake the old flow data compatible with their revised criteria would,
tey feel, involve so much work that it would be useless to do so for
a per as early as 1946-50.

* ron,-erm, as here defined, implies a maturity of over
oTe yar.
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no appe ided tables are dei peud to shtow:

(1) notovenents of private low term . . ital

(ii) net movenont3 o' direct >o taat capi tal : :o
are as and : umw l>1e a

' ) prcnaaes a ' sul' ornr o' fare n seerr: U0s
owned in the .. 'yWoe able A )adby co-ra-
phical area (:rle A V). (T e re : ontl breaown is , y
"naminal. rosi-ence" of the paties to the raactions;
thus ' or exam ple, a Cu'::an Tavestor wre to intruet
the , i1land.M th .l so urchase or s ccoen
'rench scuritio n s ~.., the purchas .- a1: Ke

(iv) unrevised ata sri gross laws and owuilou of

ments of *.. drc tjinvestntcaital.

It would be interesting to see to what extent priva lon ,c-

.. capital has dealt durin 196-50 inwholly "private" transactions
i.e. excluding all transactions to whch one party is "pulic". Tids
would requi.re data oi what proportion ofi the new issues was privately aasorbed,
wehat proportion of the transactions in outstanding securitie8 should be
attributed to wholly private interests andt a breakdown of redemption payments
to show how much or them wcre on strictly pivate securities. Since such
data are not availble and since we know that the 1uk af L.. * rivate
capital transactions are in foreig' pualic bonds, a ver crude estimate of
total 5.. private lon term caal transactions in wholly private cap thal
may, perhaps, be obtained tb 1umir togethor net mov'ements in direct invest-
ment capital, net flow of cap i al ari'sis fro dealinj 3 in rore5 nstock
only and net novements in other long tr: private capital*

Grude Estimae of et ovez'ents in rivate
Lon Terr b.. ' -pital (5 dillion)

194696 1948 19990

Direct Investments -230.0 -71'9.0 -721.0 -660.0 -621.0
Transactions in

ore n Stock -0.4 14.6 -15.0 18.0 -24.4
Oth r ton ,erm
Capital 9,20 19.0 6

A. Total -326.4 -682.4 -717.0 -707.0 -1187.4

Above Total as
Comp ared with Total
Shown in Tale A I -103.0 -798.0 -790.0 -740.0 -1116.0

ve i r indicate not outflow of capital from the

So3ree: Ls and A 1Y appended.

etroarv 16, 1956



rovements of Lon 'C-Tern Foreiin Capita to and fro. the Inited States

The above infornation relating to net flows of lon:-tern private
capital vis-a-vis foreign countries has to be supplenented by simiar data on
foreign capital nove-ents to complete the .icture of international novements
of long-term private capital between e 'Lnited States anid the outside world.

Table A VI sa zes t available Vornnon on _or i anlon -er.

capital movenents vis-ai-vis the U.S. in 19h6-1$50. Two broad conclusions
emerge from it:

(i) by far the bulk o' forei :n capital moverents is accounted
for by changes in foreign portfolio investments, and

(ii) massive dis-investnent of forein assets occurred in lib6-W2
whereas in the two succeedin, ears, there was a revival of
the inflow of funds into the U.S. reflecting, in part, the
improvement in the world e conoeg.

For reasons stated earlier, te data in Table A VI also relate only
to net capital movements. "iross flow" data o .oreign direct nvestments do
not exist but some information on transactions in portfolio investments are
available. Table A VII contains information on total sales and purchases of
U.S. securities by foreigners. It will be noted that the net figures shown
therein correspond quite closely to those show in Table A VI and may, there-
fore, be used as a reliable uide to gross flows of portfolio capital; such

discrepancies as exist in the data as shown in the two tables are due to
rounding out figures and unidentifiable omissions in reporting.

Table A VI suffers from one serious drawback. On the portfolio side,
it does not differentiate between "public" securities and "private" long-dated
obligations. The U.S. Cornarce Department, on whose work-sheets the table is
based, started reportin; separately under these two hea1s only in 190. In
that year, as menti ned in the footnote to Table A VI, not purchases of 1.5.
long-term securities by foreigners amounted to49kh.3 million; of this, $9h1.5
million or almost the entire amount represented net purchases of U.S. Govern-
ment obli ati ons.

In the absence of data for the years prior to 19 vo, we can only nake
a rou estimate of how much of the dis-investment or new investment in port-
folio capital was in different types of U.S. securities. The U.S. Department
of Comnerce's census of foreign investments may serve as a guide for this pur-
pose. bowever, any conclusions hased on census data cannot be wholly satis-
factory since the census does not firstly, differentiate between State, Munici-
pal and Corporate bonds but lumps them together showin only fi ures for U.S.
Government obligations separately, and, secondly, the evaluation of foreign-
held assets is ased on prevailing market prices; this would lead to misleading
conclusions since in a period of sharply fluctuating security prices, as was
perhaps very mh the case in 19h6-50, prices may very well conceal, offset or
exagerate the luence of new investment or dis nvestment.

These objections to the census data may not, however, be serious for
the purpose of our present investigation. As to the first, it is unlikely that



foreirn investments in U.S. State and 1micipal bonds anounts to much.
For example, in 19h5, foreign ion -tern assets in the U.S. were valued

at ooe 12 billion; o this Sa ount, oldings of tate, unicipal and
Corporate :onds amounted to 06hj iillion of which about 0 million

were in Corporate bonds d the rest was invested n State and "unicipal
bonds. Consequently, year-to-year changes in the holdings of such foreign-

held as :ets are probably quite small. Se may, therefore, inore changes
resulting from transactions in U.S. State and unicipal obli ations and

attribute the net movemAnts in portfolio capital to transactions in P.S.

Government oblic ations and Corporate securities.

As to the second o :ction: the census of foreign investrante gives
us annual data on the value of orein holdin:s of T.S. Cororate stocks

and ".S. dovernient long-tcrm bligations, from which a could compute annual

chanes. But since fluctuations in the market price of corporate stocks and

bonds are of much greater ampl]tude than those in P.S. Governmont bond, it
would be wise to confine our atention to the latter. We may then proceed
to isolate the effects of changes in foreign holdings of 1.S. Government ob-

ligations from the data in Table A VI on net movenents in portfolio capital
and ascribe the re Aiduary chan es to ovements in corporate security holdins.

The followin; figures show changes in for i 'n hol in s of U.S. Governmrnt
long-term obligations in 19h6-50.

Foreign Hloldings of U.S. Government Long-Term Bonds 19lt5-1950
(millions of U.S. dollars)

Value Date Value Change since Preceding Year

191"-5 487
196 380 -97
19h7 461 81
198 470 9
19h9 528 58
1950 l,470 942

Source: U.S. Balance of Payents 1946-48
& Survey of Current Business,
May 195h.

Note: Figures in col. I for 19h6 onwards are revised; that for

19145 is not; hence, the derived figure in respect of canze

in value in 19h5/A6 may not be strfctly comparable to the
rest of the figures in col. 2.

ore incorporating the above data in the information on portfolio
investents contained in Table A VI, a +nal correction has to be made in
order that the net flow of forein private long-term capital into and out of
the united States may be de tersined.

It will be son from Table A VI that there was a certain amount of, dis-
investnt of forei n capital in 19h6-50 arisin, from the vestin- of foreign
assets held in the U.S. by the Custodian of Alien Enery Property. The effect
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o~ ho ~ n. was to trans, er ti1ic to the assets from Lho forein holder
to the .S. ½ovrnnent. Such r a~s of title were e_-iected th ror j

Aook-keepi and did not reult n a ot:nt of orei n capital.U
figures s::mm against "Alier 'roperty' Tstirg" ~n ?ablo A ~Il must therefore
be deducted to obtain a "net-flow" sttelt.

Tne "net flow" state-ent a: :orke out hlow still s;, ers fro the
defect that it does whoDl rela to "privato-to-private" transactions.
Aside from the fact that inforton on the ownership oa -oreign-held U.S.
obli 'ations is not available, a trer dficulty arises fra the 'act that
in the early post-war y ars prior to ERP at least two foreign countries,
France and the etherlads, reF, sitioned omstic olin s o .S. securities
to ensure their liquidation to meet lance of pavronts' difficulties. Con-
sequently, even were ouner hp kown, it w:oild be imrossible to sar who was
re s ponsible ffor the sal -poch ape traactioas in sch private long-term 1.S.

securities.

Forei-n Transactions in U.S. Private 0 i ations 19h6-1950

_946 719g l 1

Net Movements in Foreign Direct
Investments (Table A VI) -M 10.5

Correction for A.P.C. Vestin0 3.6 9.6 1.0 -1.9 -0.2
(Table A VI)

Net Flow of Direct Investment
Ca-ital -201 o5 356

Net Movements in Portfolio
Capital (Table A VI -3.1 -108.6 -206 2

Corrections for:

Cran es in U.S. Govt.
Lon :-term Bond Holdings 97.0 -81.0 -9.0 -53.0 -9t2.0

APC Vestings (Table A VI) 9.4 23.2 14.0 12.0 21.7

Net Flow of Foreign-held U.S.
Dome stic Private Securities -6 -16. 0

t ovementsin ForeiI)irect
and sortfolio Investments in

ivate .S. Securities -239:9 -146.3 -165. 7.1h 13h

t iernational ovements of Private Long-Term Cap tal between the u.S.

and F orei -n Con tris

Sthe ~asis of our rou"h estimates of the flow of ".S. capital and
ro. ~n capital, the not outflow of lond--term capital from the U.S. during

19b-50 w:ould a- par to he as follows:



Inte rnational overients

P.S. 'apital -326.4 - ., -717.0 -707.0 -1,187.h
Foreign Capital -- 39.9 -V!6.3 -165.9 71.4 73.4

Nt apital -
Deflow frm US - 6 } 82 . .8. 2.. -65. -114.0



Table A-I

U.S. Private Lon, Term Capital Flows as Seen from the
Revised salance of ayments Data

(:alli~ns of~ dollars)

1946 _li7 1948. 1949 15§0
A. U.S. Private CaIpital 4 947 14 :L

.ircct ir-estmer.ts, it -230 -749 -721 -660 -621
New issues - 9-396 -150 -1 -254
edemptions 308 295 62. 103 301
ther lon;-term, -6, -542

Outflow -103 -798 -790 -740 -1116

B U.S. Public Lon Ter
Capital

Out low -33.8 -7150 -1555 -684 -414
Repayments 294 443 205 29_5

Net Outflow -3262 -6856 -1112 -479 -119

U.S. 2rivate Capital
vis-a-vis Pbiic Finds
A. as % of B. 3.2 1.2 7.1 154.5 937.8

Negative figures indicate outflow of capital from the U.S.

Source: 3alance of a . nts of the U.S.
1919-1953 Revised Series.



Table A-II

94 97 198 14 15 96 9? 14 15-9 190 196 19? 14-159 15
I I

Inter-compa Aeeounti -3n.P - -54.4 -l5.5 - 374.6 -1.6 - 12.0 -54.7 - 1 - 54.0 - 70.5 - - - 64.9 -1oo.o
New nnemnte in. - $.9 -164.2 -166.9 - '*.2 - 2.4 - 12.7 - . - .4- %6.3 - 92'.0 - 'O. - 40. 0 - 16.4 -10?.2

Liu idtione 277.5 '.1 25.0 V.s e.5 1.? 3.0 0.5 6.2 s.' 1.3 .3 14.0 .4 11.4 2.

1inrnceWcmonIn - 5.6 ".? 6.5 - . P.. - 1.. - 1.5 - 3.0 - 4.0 - "- * 22. 1'-7 15.5 -30-0 - 6.3

Ne Iseues - "S.4 -9.1 -150.0 -11P.3 - 253.7 - - 18.1 - - 16.0 - - 55. - 4.8 -150.0 -i02.3 -163.?

Negactiot iu i t owtanhn
ecurities -131.0 136.8 - .9 41.9 - 32 1.8 -4 .3 - ? .? -~ 0.o 2..6 -17 .5 57.3 3.5 11.3 -33&•5

other Long ter Lilitie 35.1 - p5.5 25.6 -196.9 - 220.6 52.9 - .3 'i 7.9 - 96 .5 -302.7 - ?-3 3 -1.? - '. 4-1

cas a17, - L49. a 9 - . e 9, I1.' - 91. . -1k, - 87 .6 zL1-d .. 1: 20%9 -10Y3.3 j. 23.9

- _v__pa _ -jl -78. 23. z2 & 4.116.9 -10.0 -135.*0 la -19. -. 1 1 di .3644 -10 L9.2~

Negative figures indicate an outflow of capital from the U.S.
Contdwu



NO 01 I rJ SAT S V IVA LAN T- I AL, 1946-1950 (wo0.)

(Millions of U.S. dollars)

Pate 2

Latin Aterioa Other Ares Intl. Inatitutions
19'6 1947 1948 1949 1950 1946 1947 1948 1949 190 946 1947 oop 1949 1950

Inter-comnany Accounts -169.4 -341.0 -307.3 -276.2 - 4.9 - 77.3 -194.9 -199.1 -128.7 -116.7 - - - - -
New Investments - 37.1 -133.6 - 35.9 - 65.2 -50.3 - 12.6 - 15.P - 3.5 - 76.9 - 64.4 - - -

Liquidations 137.9 ?1.2 14.2 14.0 17.1 0.1 1.9 0.9 3. 3.5 - - - -

Insurance companies - 2.0 - 2.5 - 4.0 - 5.0 - 2.0 - 0.2 - 0.5 - 2.0 - 3.0 0.1 - - -

T01 orI" 1. - 71.0 -_456. -333.a -32.Q4 -40.1 -_90,a -209.3 -23.7Z -20.4 -177.

tkTy 'LIC

New Issues - - - - -10.1 - ?9.6 - 50.0 - - - - -2F3.2 - - -
iebt Rietir e nt 45.7 31.1 10.0 13.8 19.1 17.4 33.7 5.9 7.0 7.9 - - - - 100.0

wrnasacions in Outstanding
see'rities 88.3 520 30.4 5.3 21.0 3.5 56.2 8.2 3.0 8.3 - - - - - 23.2

ther Loan .,r Liabilities - - 27.9 7.6 - 1.0 - 2.9 - 15.5 - 13.6 - 1.7 - 2.9 - 20.3 - - 7.0 -3.9 1.2

1A 10 34,, §.2 4. 18.1 27.1 - 24.2 26. _12.4 -4.1 3 ,2 = -3. 2,

10AL LCAL 1 --aI62&2 -40.7 =285.0 -314,3 =13A -114.2 -182.0 -226.3 -198.3 -IF81.o6 -. 2141. 2 .l -.=14 - 2.4

Source US Department of Coameree; Balance of ayme nt Division.

e i a o.w o capital from h



Table A-III

Direct Invest.:etCaital -nve ejn., b a or reas a -d n stries, 1946-
(aTxisiiorns oj do Jars; ir-ows to the United htates (-)

* ricul- 1nC'etro- *anu- 'Public * 'Other
Area and Year Total ture rel- factur- 'Utill- 'Trade 'Indstr

Allaras tal:
1950........... 621 -9 87 248 192 -2 68 37

1949........... 660 10 51 416 20 26
1948........... 721 23 37 448 118 30 41 24
1947........... 749 15 36 451 107 55 58 2
1946........... 230 4 -6 186 36 -71 27 54

Canada:
1950........... 287 2 29 122 -6 32 21

1949........... 100 1 13 33 7 -3 4 44
-4 8 43 43 1 6 -11

1947........... 39 (1) -1 36 13 -4 -1 -4
1946........... 47 (1) 1 13 -9 -2 1 43

Latin Araerican Re-

1950.......... 40 -7 29 -69 64 -3 18 7

1949........... 332 9 32 234 -7 23 28 14
194*........... 333 20 16 174 59 26 25 13
1947........... 457 10 36 232 65 60 34 19
1946........... 71 4 -7 104 23 -71 13 5

Lestera Lropean
depennies:

........... 14 (1) 13 -6 3 2 2 1

1949.......... 29 1 3 25 1 (1) (1) (1)
194........... 71 (1) 4 61 2 2 2 (1)
1947........... 55 1 -1 49 1 (1) 4 (1)

5 -1 -1 5 (1) (1) 1 l

1950........... 119 (1) (1) 73 32 4 7 3

1949........... 36 - (1) 12 6 (1) -1 19
194........... 64 - (1) 41 5 (1) 2 16
1947........... 46 - 1 17 15 (L) 9 4
1946........... 23 - 1 8 7 (1) 4 3

Other Coutries:
1950........... 161 -4 16 127 6 1 9 6

1949........... 163 (1) 2 145 9 (1) -6 12
141........... 165 7 8 l2 9 2 4 6
1947........... 152 4 2 117 12 -2 12 7
1946........... 84 1 - 56 15 2 7 3

1. Less than 501'300).
Source: .e Depart te nt of~ Co cre,



Table A-IV

Forein Securitis Purchases and Sales Forei. rs o L Tr orein Securities owned in the US 19h6-50

(millions of dollars)

Foreig n Stocks Forei Bond- .Total Total
Het, et -et

Purchases Sales PucassSales Purchases Sales Purchases/Sales Purchases Sales rturchbases/Sales
T -) (T(-) - -

19.6 65.2 -65.6 -0.4 755.9 -490.4 265.5 821.2 556.1 265.1

1947 57.1 -4 2. 6  14.6 658.7 -634.3 24.5 715.9 676.8 39.0

1948 81.7 -96.7 -15.0 211.6 -291.4 -79.8 293.3 388.2 -94.8

98.5 -70.8 18.0 321.2 -311.5 9.8 410.1 382.3 27.8

1950 173.8 -198,2 -24.4 589.2 -710.2 -121.0 763.0 908. -145.4

Source: Treasury Buetin

Negative figures indicate a net outflow of capital from the U.S.

N.B. Above figures A2 gj include transactions in the obligations of International Institutions.



Table A-V

:let urehas l orei ,ners of seTr o r o exit e' on ..

(riilions of dollars)

Intern.
Inistitutions Europe Canada Latin lterica Asia All Other Total

19h6 - -32.6 137.6 131.3 0.3 -21. 265.1

1947 -249.3 -34.4 20555.2 0.5 27,8 288.3

198 * -43. -102.2 40.7 1.6 8.4 -9h.9

1949 -16.o 30.8 -10.6 20.2 8 2.6

1950 -3.6 13.4 -190.0 29.8 1.0 3.9 -141.8

Negative figures indicate a net outflow of capital from the U.S.

* loss than )'00,000

Source: Treasury Bulletin



i.0 1.1

da L02 -, 75.L 2 L?44.A2 934'.&1 0,7 7

Intr-company conts- - .0 .2 4.9 3.1 2.5 - 1.5 - 4.2 4.9
inw vstmenta -o&.9 2.2 0.1 24.6 - 0.5 1.7 0.1 3.3

Liquidations -- - 0.5 - 1.9 - 4.1 - 2.: - - - 0.9 - --
In uranee opnies - 3.2 21.7 26.9 52.6 -. - 6.7 14.0 13.5 41.6 24.0
2lie ro erty enting - 0.6 - 9.6 - 1.0 1.) 0.2 - 0.6 - 9.6 - 0., 1.9 0.2

TOTL I~WTO; s . 0. . 55. 6A -7 __7. ~16.9 39. _3

Nt Transactions in Private *)
Doinstie securities - 4.2 - 39.e -1 0.0 75.2 944.3 - 96.1 -l . . -1 9. 36.3 335.4
NetChagein Banking iabilitiesi

or1yer0.5 3.6 - 4.3 0.7 6.7 0.3 0.6 - 0.4 0.6 2.6
Net Change in Other Long Teru

Li£abilities - - -..-- ... ..

Alien Property Vesting - 9.4 - 23.2 - 14.0 - 12.0 - 21.7 - 9.4 - 23.2 - 13.4 - 10.4 - 21.4

TOA PI TFLI)P Dr W -4. ,16 -1 6 2. 152-9. -23. 36 31

Negative figurea indicate outflow of ~ Cu er t he . n*x

*) Transactions in U. . Government bonds are included in figures for 1946-49. In 1950 such trans-
actions resulted in net purchares of 2941.5 million accounting for almost the whole amount of
net purebases of all securities amiounting to 4944.3 million,



Table A VI continued)

IN T A TI AA. V3 RT V ¶IGN I T CA T L INT T I T P T/T

1946 - 1950
(Millions of tJ.$. dollars)

page 2

Canada Latin America
124- L-2417 2.1 14 22 14 14 2.. 1?9 29

Inter-Company Aecounts - - 7.7 3.3 7.5 - 2.4 - - 0.2 1.4 1.6 0.6
New Investments - 05 - 20.8 - - - - -
Liquidations - -0.5 - 1.0- 0.7-1.0 - - - -0.9
Insurance Companies 3.2 5.0 3.9 8.6 13. - -
Alien Property Vesting - - - - - - .. - - -

IC N3.2 - .2 5 - - 0,2 1.6 0

PORPTFOLIC

Net Transactions in -rivate
Domestic * ecurities - 16.4 3.2 11.8 - 49.0 458.6 6.2 - 3.5 9.1 2.1 29.4

Net Change in Banling Liabilities
over 3 year - - - 0.2 0.1- 0.2 0.1 - 0.1 0.4

Net Change in other Long Term
Liabilities - . - ....- - . -

Alien 'roperty Vesting - - - - - - - -- - -

TOTAL POT-4LIC INT- 16.4 3.2 11.8 - 49.0 458.3 6.3 - 3.7 9.2 2.0 29.8

TOTAL LONG TERM IGN CAPITAL -_13! -35 _. A 6 - 1 3

Negative figures indicate outflow of f'unds f'rom the U.r.
Continued



able A I (corntinued)

1946 - 15
(Milions of U.:. dollars)

page 3

Other Areas laternationa 1 uititution

DIFOT IVTK

Inter-Compn Ac counta -- 0.4 --- - -- ----

New Investments - 34 - - - - - - -

Liquidations - - - - 3.4 - - - -

Insurance companies O.3 2.7 4.5 2.4 0.3 - - - - -

Alien Property Vesting - - 0.1 - - - - - -

TOTAL DIR 5T INVT. 4.4' - - - -

?PRTFOLIO

Net Transactions in -rivate
Domestic $,ecurities -227.9 5.1 - 27.2 - 1.3 - G.3 - 74.5 7.5 87.1 121.2

Net Change in Bank ing Liabilities
over 1 year 0.1 3.2 - 3.6 0.2 3.5 - - - - -

Net Change in other Long Term
Liabilities - - - - - - - -

Alien Property Vesting - - - 0.6 - 1.6 - 0.3 - - -

TOTAL .T3 - 34 -2.7 2.9 -- 74.5 7.5 g7 121-.

TOTAL LNG OIN CAPITAL - 13 - 74.5 .5 7, 1

Negative figures indicate outflow of fund. from the U.

fource: U.-. Department of Conserce - Balance of Payments Division.



Table AVII

Purchases and Sales Ly 'ore Gsrs of Long Term" Domestic Securities ($ million)

U.S. Govt. Bonds & NotesStocks Total Total
et NetNe

Purchases Sales Purchases/Sales Purchases Sales Purchases Sales Purchases Sales P heSaes
(-)~T~~(() ~ (-)

1946 4145 68.2 -269.7 367.6 132.1 -64.5 782.1 1,116.3 -334.2

1947 344.8 283.3 6l.5 226.1 376.7 -150.6 570.9 659.9 - 89.1

1948 282. 330.3 -47.9 369.7 514.1 -V",.3 652.2 844.4 -192.2

1949 430.0 333.6 96.4 35h.1 375.3 -21.2 78.1 708.9 75.2

1950 1236.- 294.3 2/ 942.1 774.7 772.3 2.4 2,011.1 1,066.6 944.4

0Throuh 1919 includes transactions in corporate bonds,

Throu h 1949 represents transactions in corporate stocks only.

r Includes $493 lion b Canada, 199 million France and
118 million b International Institutions.

Neative '!ures indicate net sales or outflow o funds.

Source; U. S. Tre sury dulletin



TableAVIII

-r x:atunn aru craiaa 14tinAgrica As a An. atYner~ oi, to 6
(1 ) (3) (k) 6)-T~

19I66 - -98.6 -1 6 .t 6.3 -2h.h1.633.

1as . -190.h 7.s 10.2 -3 -3., 19.

19h69 7.0 36.5 49.0 2.; -2.1 0.2 -n.

1so 1m.2 j .5 2. ~ 130.1 ..».3 2.T e2.2

cr i ce U.. rer dr: Tletin



Table B-I
lovement of United States Jirect vennent Capital 1946-0

1919 6 9 1:199 1930

All.ndustries Lt -13 -72h -9 -786 -702
Rteceipts 336.~3 ~E ~
Pa nts -15 -811 -718

Manu acturing Net - 22 - 96 - 70 - 10 -iis
7ecpts 7 ~

ents -70 -18 -7 - 19 -122

Distribution Net -2 - -9 -16 -91>ceipts ;~ ~ *-
a 2nts -2 -$9 -9 - 16 -9

A C uture iet -7 - 16 - 29 3
,eci.pts 9 3
ts -15 - 25 - 37 - - h

Ninn I >mlting Net 13 - 29 - 27 - $3 -
7ecei ts -

5ynnts - 39 - 37 -f 27

Petroleon : et -170 -489 -h88 -617 -365
cei pt s ~ *T
i fnts -211 -9 -49 -617 -366

Pu ic t1-itis fet 13 -12 -1 -16
-cei ts- - -
2ts -57 -2 - 15 - 20 -17

"iscellaneous liet - $7 - $3 - 9 - 82 -
Aeceits *~ ~7 '*g-
'aents -7 -60 -11 -82 -30

* less than

Source: l e o: -a nts 1949-51
e :L ent to the • .* tue.t of ommrce's

rvey of Current Zrme,



Table B-II

nternational ovements of rivate ong erm U.S. apital betwe
the U..and the utide W' orld, 196-I

(Millions of d-llars)

Al 0EC 01E' Ie- Ctr Qanada Latin All Intern.
Areas Countries Tnn Arican s tre r Institu-

l bkc3 &un r. tion3

194~6
=Oceipts 1,064 81 17 2h 438 I71 23 -
Payments 1,123 104 2 3 474 395 12-
Net -59 -23 -5 21 -36 76 -55-

Receipts 69 25 9 10 339 170 106 -
Payments 1,h69 16h 62 26 186 55 7  233 243
et -61J -139 -53 -16 15 -387 -12 / -243

Receipts 9 110 31 10 201 30 67 -
Payments 1,i57 172 100 15 362 62 219 7
Net -748 -62 -69 -0 -El -2 72 -152 -7

1949
Receipts 7 0o 22 t 20 23/ 123 --
Payments 1,7) 172 1 27 337 `>7 292 20
Net -796 -32 -29 -3 -133 -bl0 -19 -20

1950
Receipts 1,016 103 33 14 272 l27 102
Payments 2,18h 338 42 19 862 76 23 10
Ne t -1,168 -230 -9 -5 -590 -166 -168 - 2

3ource: Salance of ayments 196--51
Jupplcnr., to te .urvey of

.. e:-:o rce



UNITED NATIONS NATIONS UNIES

NEW YORK

CABLE ADDRES • UNATIONS NEWYORK ADREBSE TELEGRAP4IQIE

IN REPLY
PLEASE QUOTE NO. ECA 170/2/010 30 January 1956

Dear Mr. Carlson,

In reply to your letter of 26 January, I shall be glad
to arrange for Mr. Cristaldo to be interviewed by a few peo-
ple in the Bureau of Economic Affairs. Please ask him to
telephone me when he arrives in New York, at Plaza 4-1234,
Extension 2237.

I am very much interested in the project you are under-
taking and should like to discuss it with you in detail
since it relates to some work being projected here. This
work will begin intensively around April, but I shall write
you shortly indicating what reference material I know of in
this field. If you are in New York in the near future I
should be very happy to see you about this matter.

Sincerely yours,

Walter A. Chudson
Chief, Under-developed Areas Section

Bureau of Economic Affairs

Mr. Reynold E. Carlson
International Bank for Reconstruction

and Development
1818 H Street, N. W.
Washington 25, D. C.
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January 23, 1956

Dear Henry:

I have your further letters of Deceimber 28 and January l re-
ardin our studies on private oreign investment. There is not ch

that I ca add az the oment to ry let er oi .ecember 16 rearding the
nature oL our stuuies.

I note, however, that yo ar recent letters focuis once more upon
the alle aLic woic have been aae t .atorei n rivate investment i:i
poses a drain impon the excnan e reserves o t host country. T is is
indeed, as you say, a speciou a d unsoun ar umeLt./It was the subject
oi ir. serald1 Aler's letter o ou date september 19 in whicn e ro-
vided yo- with a series oi poi ts w ica might be a e in reiutatio
also recall a very iterestire statement on this subject prepared by
Mr. :al ooyer oit the American and r orei n Power Co; 'any which was p o-
lished in ine Journal o1 Goaeirce for March 1!, 199". I ara sure tat

our etudies will in due course provide aditonal material Jearirz: on
this ues>ion, but it isscarcel. aecess~ry to awAit their completion
in order onstrae the corplete lack of merit in the allegations
which have been made.

I do have this suggestion to mae. I will see if ar o or-
tuai anot e lourt at some early daa to include in a speech de-
livered by ' arirr or -rself some reerene to this cortroversy.
It may be that in this manner I can give you the "sober statement"
which you said in your letter of December 28 you would find useful.

With best regards,

Sincerely yours,

Eugene R. Black

Mr. Henry F. Holland
Assistant Secretary of State
Bureau of Inter-American Affairs
New State Department Building, Room 4029
Washington, D.C.

JBKnapp/eod
qkcc -- AssGreIliff, Graves, Carlson
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ADDRIESS OFFICIAL COMMUNICATIONS TO

THE SECRETARY OF STATE

WASHINGTON 2S, D. C. DEPARTMENT OF STATE
WASHINGTON

Dear Gene:

As you know I continue to be very much interested in the
International Bank's program for gathering data, case studies
and ideas on the benefits of private investment in Latin America,
and I refer to my letter to you dated Decembet 28, 1955.

In that letter I outlined an argument against United States
investment which, although unsound, often rises to trouble us,
and I am in hope that the Bank's study might provide us with
an effective answer* I am wondering if your study is far
enough along to tell whether something useful to us here in the

Department of State will come out of it.

I am very much interested in moving ahead quickly to do
everything possible to promote the flow of private capital
into Latin America, and I will appreciate hearing further from
you soon about your study,

With best regards, I am

Sincerely yours,

Henry F. Holland
Assistant Secretary

The Honorable
Eugene R. Black, President,

International Bank for
Reconstruction and Development.



ADDRESS OFFICIAL COMMUNICATIONS TO

THE SECRETARY OF STATE

ASHEECREGAROF 5,.DEPARTMENT OF STATE
WASHINGTON

December 28, 1955

Dear Gene:

Thank you for your letter of December 16th outlining to me the re-
search program that the Bank has undertaken,

Our problem here arises from the demagogic argument that foreign
dollar investment prejudices the economy of the host country because
the drain upon the dollar reserves of the host country arising from
remission of dividends to the foreign investor will inevitably, slowly
dissipate the dollar reserves of the host country. The argument is

obviously specious and unsound. Nevertheless, it is eagerly accepted
by minds which are predisposed against the United States, or against

foreign investments, or simply against private enterprise.

If we had some sober statement from the International Bank

squarely meeting and answering this argument, we could use that state-
ment quite effectively.

Arter reading your letter of December 16th, I am not quite sure

whether the result of your study will or will not meet our need de-

fined above. At the risk of "wearing out my welcome" I am going to
ask that you be kind enough to drop me a line giving me your opinion

as to whether the result of the Bankts study will meet our need here in

the Department of State.

With warmest regards and best wishes, I am

Sincerely,

Henry Holland

The Honorable
Eugene R. Black,

President, International Bank for
Reconstruction and Development.
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December 16, 1955

wear enry:

I hv r lettr of -ce:br 9 inquiring th rospcts
for C cpeti report nthe benfits of nited jtat e iollr in-

V A nts in d vtm v Z

!on .r aware of ow il we hare your interes i na u
joct. aso, with the advent in th ner ut the 3, e too ant
to hav as -ca infomatoni availabl s p sile regar the flow of
internati nal priva nvesten an accomls UAL MW iti
maxin, or mi nt make .

or this aurposea a ap tonoro yoz na e vi i
tuted a odest researc± progr aln the follioing lines

-i "e are jtarn, ws woiiecttn; as! of t.e wauh e i res
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01 .a ter- L t, : ut G n LLI rI uisn .t IL to ro-
ic. o r or snt -ie and an ar .. Of it,.

c; e o pin, Furwaru wiM reat int re st tO the fr...itS
Of Wue ro .e s .rv of the ep rtment af rc t e rdi.,
te contriVLon a1 niLeu jt Asureetinvesme nt oper' .no

V Ue otin I-erican j0nbrieo. i , ,A t, are ,,lr th
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here all this evd 1 , in iv ras ora 'rt rt on the benefits of
,nxited :tates dollar invesaent in atin aerican co ntries,' - rankly
don't knoI. f wn aave i i sd I a s ecific i qantitative appraisal
of these benefits, we do not have the data avilable at the present time

and we do not niv tae tine or res2 rccs to ma4e sach an ingiry. n the

other hand, the egartment of o rce s-rvey, if it is final niertaken,
will p rovide a ir t deal of n-: atera t>i field and tenable

us to unertake something -,i tie sort. if wha yoL have in mico is a more

alit~ative sort of articl (irt c to. :r "selA ae tin ericans
on the merits of private imest ent, tnis is sometnin w icn we do con-

stantly in the co- rse o r r l lar .or in the area, and it has bee a

thene which has run taro -h n 2 t cent speech.s ice and otner

officers o the Ban' have beL eliveri a this cointr an elsewhere.
lowever, we nave no concrete plans at present for the procacti of a

specific reort of tas in

Sincerely yours,

|K / 9

ugene R. lack

>r. Aenra . a-a
.ssistant ..ecretary of ztate
surea. of r rter-a . riuan p airs
e >artment of tate
en staiL e artxient iis
asi ngton,

cc: Mr. Demut$
Mr. Rist
Dr. Carlson

JBKna yp d/1n
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Mr. Richard H1. Demuth October 18, 1955

S. HIartz P o~uxsen

I1:h. Clearing House for l i:1:ion

affecting privato forei ji invegsi4

During our covoration y tsiay I referd to a note 1:ich

wirote in 1950 on the sujeCt of I o: aing;house for le isltior

affecting priv 4te foreign twtnnnt. n entioned the note rored

in form of a fir:st i inc eo i t. 1e:so find op attched.

Encl.



An IBRD Clearing-House for Legislation
Affecting Private Foreign Investment,

In the Articles of Agreement the encouragement of private foreign
investment is referred to as one of the purposes of the Bank. The specific
as well as the general obligations of the Jank in this field are stated in
Article I, paragraphs II and III.

One of the principal obstacles to private foreign investment is to
be found not only in the of ten- unfavorable national legal status governing
such investments, but also in the difficulties which the foreign private
investor faces in his attempts to obtain reliable, up-to-date and complete
information on the subject. The collection and dissemination by the Bank
of le- islation affecting priv te foreign investment in its member countries
and their non-selfgoverning territories would therefore a pear to fall inside
the Articles of Agreement. Also such a task could more appropriately be
undertaken by the Bank than by any other existing international organization.

Properly performed the collection and publication of this material
mould accomplish several purposes

(a) It would encourage investment by makl ng the leal appe--s
readily available to all interested parties.

(b) The publication of these data would focus attention on the
legal status of foreign investment in the countries con-
corned and mi-ht activate and influence new legislation in
this field.

(c) Through this publication the Bank would provide the basic
documentation for concerted international action on matters
in which the Bank has a vital concern.

(d) The nrublication would make the iank known to a wider public
interested in the problems of invest ment and at the same
time increase the Bank s prestige by sett.ing it up as the
international clearing-house for such information.

II

The methods which miht be followed in the preparation of a publi-
cation of this nature and the form the publication may take are discussed
briefly below.

A le tter from the President of the Dank would be sent to the central
bank or other appropriate authority of each member country explaining the



-2-

project which the iank proposes to undertake in accordance with the aims

and purposes of the Bank as set out in the Articlee of Agreement. In

each case the central bank would be requested to supply the texts of such

national laws, decrees and regulations which affect priv te foreign invest-

ment in that country aid its non-selfgoverning territories, and which at

present are in force. In addition the central bank would be requested to

supply in the future, and soon they a ar, the texts of such

amendxments and new le slation on the subject which may be passed.

The Internat nal zank would publish this torial in a loose-leaf

public tion, somewhat on the lines of the Bank for International wettlemants'

publica tions on foreign exchange regulations and gold legislation. ach

volume would comprise the countries of a certain region and be devided in

sections, each section contaiing the complete texts from on country in

the original language and an !ngish translation wherever necessary. Once

the basic material from a country had been received it could be edited and

puibished immediately. If much time should be involved in translation into

lngish, the English version could be issued in due course. oubsequent

amendments and new legislation would be added as they appear and are re-

ceived.

The loose-leaf fantrure for a publication of this nture would e

indispensable in order to keep it up-to-date in an economical and efficient

manner. The preparntion of the basic t rial country by country would

prevent a situation from developing in which deadlines had to be met.

The cost of issuing the publication would mainly be that of editir',

translating, printing and distribution. Apart from translation, printing

and distribution I should think that an editor and a secretary would suffice

to handle the work. When needed the editor should of course have access to

advice from the competent o ficids of te nk.

Since nunarous invet=ent banks, cmcialj enterprises, economic

research organizations and libraries would be eager to acquire a service of

this natur , the publication .ht be put on sale t a price which would

cove: the expenses incurred.

III

In recent years a number of studies relating to the lega status of

foreign investment have been made, most of them on the Latin erican

countries. The InPte -. eie Development Commission until its termination

on December 31, 1ho and from that time the Inter-American Yocial and conomic

Council as well as the United Nations' Economic Commission for Latin America

have published such studies for most of the Latin American countries and

have others under prpar tion. Also the United Vttes Office of International

Trade plans to publish in the futuro, fro tiMe to tM, studies con 'aining

data on this subject. However, the uork done in the past and planned for the
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future has had its usefulness limited by the fact that it h e con-
ceived as monographs, jeneral surveys d studies which do not reproduce
the actual legislative texts and rarely, if ever, are tyfto-date. Also
such studies of compartively recent date are only available for a relatively
minor nuber of countries.

Should the Dank consider undertA S the project described above
it would obviously be necesr to examine several of its aspects more
closely and consultation and coordination with the agencies perfoning work
in this field vould b required,



TREASURY DEPARTMENT

WASHINGTON
ASSISTANT SECRETARY

August 23, 1955

Dear aobt

Wilh reference to our discussion the

other day about privtae irve tent, you and

your associrtes may be interested - in case

you h'-e not yet seen it -- in the enclcsed

Report of Activities of the NAC, Secticn II,

on U. .S. private investment abroad, from

pages 2-8, especially pages 4 and 5.

Sincerely yours,

Overby

r. 20i io C-arner
Vice Pre de:t
Trte 'n; V "A i nk f or

Mcons t1 .. and levelcpment
181: 8 Stret, N. .
Washington, D. *C.



FCGM No. 59

CROSS REFERENCE SHEET

COMMUNICATION: Letter and attachment (Acknowledged on June 3 by Mr Demuth)

DATED: May 27, 1955

TO: Mr R.H. Demuth

FROM: Mr Charles J. Symington
230 Park Avenue
New York 17, N.Y.

SUMMARY:
Sends the transcript of the New Yotk-Manila press conference.

FILED UNDER:
Alphabetical - N.y.

CROSS REFERENCE: Private Investment



Fc M No. 59

CROSS REFERENCE SHEET

COMMUNICATION: Letter

DATED: January 6, 1955

TO: Mr. Eugene R. Black

FROM: Count Mario Pinci, 21 avenue George V, Paris.

SUMMARY: Referring to my November 19th. letter. Management of this

Bank would now be disposed to discuss the creation in Switzerland of

a European Private Investment Bank.

FILED UNDER: Italy - Inquiries

CROSS REFERENCE: Private Investment
PINCI, COUNT MARIO



FORM No. 59
(2-55)

CROSS REFERENCE SHEET

COMMUNICATION: Letter

DATED: December 6, 1954

TO: Mr. i)emuth

FROM: Mr. Courtney C. Brown
Dean
Columbia University
New York

FILED UNDER: IFC General

SUMMARY: Enclosing copy of "the original manuscript that describes a
proposed International Development Corporation that may be
somewhat different from that now contemplated.

JOINT W14F-NPA STUDY GROUP
Working Paper No. 13
March 26, 1953

PRIVATE FOREIGN INVESTMENT
by

Courtney C.. Brown



FC M No, 59

CROSS REFERENCE SHEET

COMMUNICATION: Letter

DATED: November 19, 1954

TO: Mr. Eugene R. Black

FROM: Count Mario Pinci, 21 Avenue George V, Paris.

SUMMARY: Regarding my suggestion of creating a European Bank for
private investment.

FILED UNDER: Italy - Inquiries

CROSS REFERENCE: Private Investment
PINCI, COUNT MARIO



Aug t 2, 1954

ILear halter:

hank you for your tters of July 19, 20 and 22

about the O..C reoton Private U. . invstnnt

in Me~nber Gountries . Caersea erritore

This still loks like a good report, and we have

no furth er corns to ske.

Deat wishes.

Ye ceel

Narti .osen

Assistant Director of perations
Europe, Afric ad Asr aasia

ur lter sill
Int ~rraional1 :.ak for

Seonstruction an eveloent
Paris, Vrance

RFSkillin ga :mc



INTERNATIONAL BANK FOR
RECONSTRUCTION AND DEVELOPMENT

WASHINGTON 25, D. C.
TELEPHONE BABYLONE 17-10 CAL ADDRESS: INTBAFRAD PARIS

PLEASE REPLY TO

PARIS OFFICE: 67, RUE DE LILLE

PARIS (7E) - FRANCE July 22, 1954

Mr. Martin M. Rosen t
Assistant Director of Operations

Europe, Africa and Australasia
International Bonk for

Reconstruction and Developoment
Washington 25, D.C.

Dear Martin:

Mr. Butcher attended the meeting on Tuesday, July
20, at which Working Party No. 6 of the Economic Committe
of OEEC discussed the second revision of the draft report
on Private United States Investment in Member Countries
and Overseas Territories.(I sent you a copy of this draft
with my letter of July 20.)

Very few changes were made. The Working Party
attaches considerable importance to the tax incentives
mentioned on page 56, and as there was again some doubt
about what tax holidays South Africa was granting, Mr.
Croombe, who represented the United Kingdom, undertook
to take this matter up with the office of the South
African High Conmissioner in London, and then to re-
write the paragraph. The draft, with some corrigenda,
will now go to the Economic Committe and then to the
Executive Committee; the Working Party expects that a new
draft will eventually be submitted to the Council, with
the recommendation that it should be published.

With best wishes,

Yours sincerely,

Walter "ill
Special Representative in Europe
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FORM NO. 59
3.49)

CROSS REFERENCE SHEET

COMMUNICATION: Memorrndui

DATED: July 47,1954

TO: Mr. Rucinski

FROM: Mr. Moffat

SUMMARY:
Offer made to Indian Emb% ,y on behalf of A.Z.G. re

Private Medium Term Credit for Develonment. A 'ackaged-

design-engineering-m nae M4e-credit rro-nowel.

FILED UNDER: Projects: 1edium Credit

CROSS REFERENCE: India: Generak negotiations
Envestments: rivrte Inveptments
Loans - Procurement
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FORM No. 209 INTERNATIONAL BANK FOR
(3.54)

RECONSTRUCTION AND DEVELOPMENT

GENERAL FILES Date
ROUTING SLIP

ROUTING OF INCOMING MAIL

Mr. Black 1023 Public Relations 1109

Mr. Brower 205 Mr. Riley 1201

Mr. Demuth 1013 Mr. Reamy 200A

Tech. Operations 305 Research Files 212

Mr. Garner 1002 Mr. Sommers 1 113

Mr. Gregh 320 O)
Mr. Hoar 405

Mr. Howell 1004

r. Iliff 1002

Mr. Johnston 203

Mr. Knapp 421

Mr. Mendels 1009

Office Services 113

Personnel Div. 1213

Mr. Poore 200

Remarks:

From. General Files & Corres. Section



INTERNATIONAL BANK FOR
RECONSTRUCTION AND DEVELOPMENT

WASHINGTON 25 D. C.
TEL. BABYLONE 17-10 PLEASE REPLY TO

CABLE ADDRESS-INTBAFRAD PARIS PARIS OFFICE ADDRESS

67, RUE DE LILLE

PARIS C7'), FRANCE

July 20, 19%

Afr and Au, stralas
I tern a Bn fo1Cr Rconstru

Dear t atin:
~~ r)'~ >

t refree to my letter o A Jly 19, we

havenowrecevedcopes o th ne drat report

on P ate Uited tates Invetment 11in emrn

Countieand vs T tories. This Is the

d ttha1till ecnsdr>e a the series of

ith kind regards.

Walter Kill
~rjq Special lereenetaiv e in Euroe
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INTERNATIONAL BANK FOR
RECONSTRUCTION AND DEVELOPMENT

WASHINGTON 25 D. C.
TEL. BABYLONE 17-10 PLEASE REPLY TO

CABLE ADDRESS- INTBAFRAD PARIS PARIS OFFICE ADDRESS

67, RUE DE LILLE

PARS (7n, FRANCE

July 19, 195h

mla i >J tinl 1, 1O
Mr. Mart Hr. F

Dptment of opetiono - Euroe
Africa and Australasia

Internatiornal ank fcr Peconstruction
and Dev elopmentarc ,i tr, .C.pi

Dear hartin:

Attached are copies of new drafts of the report
on "Private United States Ivestment in ebr Coun-
tries and Cverseas Territorie that is being written
by Sorking Party No. /of the Eco noic Com :ittee of

OEEC. I think the final report ill be even better
than the draft which yo praised i etter of

Son g Party is eetn to-morrow to
conside these re-drafts. e repo will then o

t te oomi C ommitee Wic wl uit it to the
Executve Comttee; that Cotee, An turn, may
recon od the p ication o3 the report to the Council.

Wen the second draft of the report (which I sent
you it my l e f June 21) was considered, some of
th meorkn Paty p to be a bit

disappointed wit 1ft because it contained little that
was new and did not nkd any start 1 o ommndatins.

In a tre stteent, and in private conversationsr, I
said th t the report was most interesting in its
historiel. part n realist in it ana lyticl sec-
tions a in its j e wil e t r eort might not;
contain muc that wa ndid not reach anj spec-
tacular conclusions it, i onents impated a sense of

pspe ctive to the problem - deerved to b made
Vai0l t all people interested in it; i ha n0o

p i com s On the rat s minr suggst-
on tha the irat part of paragrph 12, precein'

the reernce to the Bank, might be reworded to make



clear thdat the Bank was not ime rely promoting joint
operations in the field of extractive industries; I
concluded my statement by indl cating the part played
by the Bank In tic promotion of private United States
inves tent abroad and the imp rtance attachda' by th
Bank to this activity.

Yo-urs, sincerely,
t 4'. 1.

Waiter 7ill
Enclscl. ,pel-r Re sntative in Europe
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Dear Mr. Blaok: 7/13/54

Referenoe is made to our letter to you of May 20,
1954.

'Se trust we may reoeive your reply in due oourse,
and thank you for your ourtesy in the matter.

Very truly yours,

CHARLES ABBOTT & ASSOCIATES INC.
29 WEST 14th STREET
NEW YORK 23, N. 1.



June 29, 19$

Dar 1alter:

We had no new con ts on e draft report of VrWng

> ;o. 6 of the Economic Comitt o . E. E. .n

U. .private invetmen nt it uri letter of A21

a the no poin in .endi n i o cable to to

Sntion that re r tuck by t.

an st o t new d1at. rwrotet ir

version did vezry al o- .

:our -. " cay

M.artin '.. nooen
A. n irenr of 9orations

- -»,::0 iv n:tralaoaa

-0r for ITationlJ Bank for mao~ reion

2 m :rance

Javilliiia sme



INTERNATIONAL BANK FOR
RECONSTRUCTION AND DEVELOPMENT

WASHINGTON 25 D. C.
TEL. BABYLONE 17-10 PLEASE REPLY TO

CABLE ADDRESS- INTBAFRAD PARIS PARIS OFFICE ADDRESS

67, RUE DE LILLE
PARIS (7*), FRANCE

June 21, 1954I

Mr. A.S.G. Hoar
Director of Operations - Europe,

Africa and Australasia
International Bank for Reconstruction

and Development
Washington, D.C.

Dear Stanley:

Attached is the revised draft report of
Working Party No.6 of the Economic Committee
of CEEC dealing with private United States
investment in CEEC member countries and over-
seas territories. The discussion of the
report will begin on June 28. and is likely
to take several days. I have not yet had an
opportunity to go through the revised
edition, but if there are any points addi-
tional to those made in your letter of May
26 which you would like me to mention to the
Working Party I should be grateful if you
would kindly let me know.

With best wishes.

Yours sincerely,

Walter Hill
Encl. Special Representative in Europe
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June 11, 1954

Dear Froomkin:

Thanks for talking to Mr. Burland. I understand that he will
get in touch with you directly. He, of course, appreciates any
help that your organization can give him.

I have made a note to send you the chapter on induntry as soon
as it is beyond the preliminary draft stage.

The name of our man who was in Turkey is Guy Trancart.

I wonder whether I can ask you for one favor right now. While
you were here 1 mentioned to jou the inquiry which we obtained regarding
discriminatory inheritance tax in foreign countries, and you were good
enough to give me the name of Mr. 'ender. Since I do not know him,
I wonder whether you would be kind enough to inquire from him whether
he could be of any help in this regard? For your and his information
I enclose the letter which Ir. Black received on the subject.

With kindest personal regards,

Sincerely yours,

J.H. Adler
Assistant to the Director

Economic Staff

Encl.

Mr. Joseph Froomkin
International Program in Taxation
Law School of Harvard University
Cambridge 38, Mass.
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My 26S 1954

Dear Ualter:

Your letter of May 19 on the subject of private American

invettment in Europe and overseas territories, with the at-

tached menorandum by Leslie Btcher, reached me only an May

2t, too late to give you ny ra ction in time for the next

meting of Working Part No. 6.

Nevertheless, I want to associate yself with the sug-

estion yoiU made in your last para grph that whn the revised

text came up for dcU ss ion you i ht say a few words in praise

of the realism expressed in the draft and at the same time take

the op portunity of phasizin ' the Bank's ontribution In promot-

ing private investuent.

Yours sincerely,

A. W. . oar

~r. alte Hill
inenai nal ank for

eons ruction an Levelopment
Paris, France

L JFajans:mc



May 25, 1954

Dear Mr. Abbotts

Your letter of May 20th ha, been

received during Mr. Blackt1 absence in Europe.

It will be brought to hi. attention when he

returns at the end of thi monthe

Very truly yours,

ito, H. Roberts
ecr -tary to Mr. Black

Mr. Charlea, A. Abbott
Charles Abbott Ascciates, Inc.
29 West 74.th itreet

e: ork 23, %.Y.



Char0ej $4t1oit and Aisociatei, inc.
Cable Address: "CHARABBOT"

MINERALS - ORES - MANUFACTURERS AGETT

29 WEST 74th STREET • NEW YORK 23, N. Y. • Telephone SChuyler 4-5531

0 0ay, 1954

1r. li.igene -. black, President
International Bank Por Reconstruction & Development
1818 H Street, 1.E
tashington 25, D.C.

Dear Lr. Black:

In view of current action, recommendations, proposals, etc. with a view to
stimulating foreign investments and the creating of proper "climates" for
such investments, we are writing you.

The International Thamber of Commeree is to present an International Jode
>f 2air Treatment ,4or Foreign Investments before the current session of the
United N4ations ,.aconomic and Social Council. This draft code, in the form
of an international convention, sets forth basic civic, legal and fiscal
safeguards considered essential to attract private capital to underdeveloped
countries.

Dr. Julius Hirsch, internationally noted economist, has filed a plan with
the Senate Banking and currency iommittee, and expects the committee to
take the plan under consideration in June, 1954, when it begins a study of
measures to stimulate foreign investments and possibly to aid export credit.
Dr. Hirsch has pointed out that 14 other countries, chiefly L.auropean, now
provide Government-supported export credit insurance and a degree of foreign
investment guarantees for their nationals.

Dr. h.irsch has recommended regarding foreign investments that a syndicate
of American private business, including major industries, banks and in-
surance companies be established. They would work with a Government agency,
preferably incorporated in the Department of commerce. This agency also
would work closely with the 2ederal Reserve 3oard, the viport-Import Bank,
and the Foreign Operations Administration. Other than granting reinsurance,
the agency function would be chiefly to establish and maintain agreements
with other countries to increase security of private American investments.
The determination of investments and loans eligible for guarantees would be
handled entirely by the business organization. It is estimated that the
necessary starting reserves for the investment guarantee system would not
have to exceed O310-million with only 9130-million provided by the Govern-
ment agency.

A proposed special Ui fund for economic development of %. 250-million is
being discussed, however, most of the countries who subscribe to the purpose
of the fund contend that heavy expenditures on defense preclude a contri-
bution to the fund at this time. At the moment it appears that any action
taken by other countries is dependent upon participation by the United States.

The recent suggestion by a director of the International monetary 2und for
liquidation and parceling out its approximately 435 -billion to the member
countries may contribute to world economic stability.



20 ,ay, 1954

During 1953, correspondence was exchang3ed with the Board of Trade, London,
regarding the possibility of a general program of development in a High
Conmission Territory. The program would provide for basic projects, i.,e.
a railroad and rolling stock, and provision of industrial and manufacturing
plants required which would utilize raw materials of the area in production.
The loan would be repaid within a period of 5 to 7 years, or maximum of 10
years, and would be principal and interest. The loan would be basically
in the form of capital goods, plants, equipment, engineering, etc. Local
personnel would be employed and trained in the operations of the plants, etc.
\hen principal and interest would be repaid the projects, plants, etc, would
be turned over to the Government and/or their designated agents.,

jince under such a type of operation, the principals would desire guarantees
by the foreign government against risks of nationalization, confiscation,
expropriation, sabotage, etc.., uch guarantees would be offered to the
Principals handling the operation as well as to commercial banks, investment
firms concerned, or with an institution such as your Bank.

LWe were informed that Her Majesty's Government can and docs give such guarantees
-'espect of certain loans such as made by the International 3ank, but does not

gi.e guarantees of loans made by third parties.

It was concluded, therefore, that although the United kingdou Governext invites
investments within the Jo monwealth areas (and even if funds may be available
to private principals from the International 3a>nk) , that the United kingdom
Government would not be prepared to offer juarantees to private principals.
It would appear that investments in Jormionwealth or colonial territories (to
obtain a guarantee) are confined to straight investment of funds in sterling
securities which are issued on the London Larket by Jolonial Governments, and
which carry such a guarantee. 3nsically, however, it appears that any sort of
equity investment may receive certain concessions ia the form of equitable
taxation, concessions, etc., but would not ce ofiered specifio 5uar-aees.

based on paiphlets, literature, etc. regardia: iivestaent opportunities in

4ommonwealth areas; witn the oper< tions of the .Jolonial .jevelopment dorpor4tion

(whose securities sold on the oundon .xuhange oarry a 6uarantee); American Lnd

er foreign principals who may oe prepared to consider equity investments or

,ais as described above would not be offered a fair,equitable, or competitive

basis for such investments or loans. Should the Tnited Kingdom G overnment be
prepared to extend guarantees to private interests it may stimulate greater
interest mong private interests to make e-quity investments and loans within

0o0mmonwelth and Jolonial areas.

Aiscussions are presently being held with some of the large reputable firms
regarding the foriation of a development corporation. '±e respective members

of this corporation will be in a position to effect any type of project or

plant, etc. required by foreign governents for development of their countries
and stabilization of their economies. iepayment of the loans within a specific

period may allow for additional loans in the countries for further development.
The total assets of the member firms of the corporation will exceed 41-billion.

It is seriously felt that unless official action is taken by the U.J.Government

and steps are taken promptly to establish conditions fvorable to foreign in-

vestments; that with activity taking place by foreign governments with respect
to guarantees of investments of their n§tionals in foreign areas, that within

the course of a few years it could result in a serious setback to our own

industry and economy.
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"e feel that the formation of such a development corporation described above
may be a step forward to offer assistance to foreign governments for development
of their countries. The development programs would either be conducted with the
official governments, or should the foreign governments wish to effect the
programs on a free enterprise basis by their own nationals, such would be taken
under consideration. However, in either instance, the foreign government would
be required to give guarantees against nationalization, confiscation, expropri-
ation.

It is realized that the standing of such a corporation and the assets of the
member firms would place the corporation or the individual members in a position
to obtain funds or loans from commercial banks. However, in most instances,
should actual funds or loans be required it would be on a short-term basis, and
may not be on reasonable terms of interest.

We are not cognizant of the current policies of the International 3ank regarding
loans or credits to private principals, or firms. Therefore, it will be greatly
appreciated and helpful if you will inform us on what basis the International
Bank: makes or participates in loans or investments by private investments or
1 s. On the basis of operations outlined above whereby development programs
would be effected with foreign governments and/or nationals of those countries,
what are the policies of the International Bank concerning funds, credits, or
participations in such loans. Further, what rates of interest are generally
charged by the Bank on such loans or credits. How are applications iade to the
Bank for such loans or credits.

It will be appreciated if you will advise, based on the type of operations
contemplated by such a development corporation deaciibed above, that if funds
or credits be required by the corporation (or individual members of the
corporation) for specific plants, projects, etc., would funds, credits, or
participation be available from the International 3ank.

'e await your reply.
Very truly yours,

CHARTzS '-B & T I

-hdrles A. Abbott

CAA/fm
cc: Lall Jt

'Washington
i- i ami

ittsburgh
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of yur ltte3rto himofApril 19. Hehaseread our

letter with con id b in ter!st an ha forwarded t

to the Directorofte a Ecnoe Staff for hi

eor ::odratic.

Sincerely yourns

~.,f.i liff
i to the President
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Mr. 'ark M. Jones

Consuting ~Eonmist

Prinmeton, New Jorsiy

Dear Mr. Jones;

Mr. lackhankd ntotlyutati

hsrea~d with cons iabe intrst yourlterf

April 2 . Th views yuxpesconenn h

iraporano ofQ~ fatai ivt anaris arvry

stuch ohared by h t o te BrJk,

. Iliff

WABI:RHID: rha



INTERNATIONAL BANK FOR
RECONSTRUCTION AND DEVELOPMENT

WASHINGTON 25 D. C.
TEL. BABYLONE 17-10 PLEASE REPLY TO

CABLE ADDRESS-INTBAFRAD PARIS PARIS OFFICE ADDRESS

67, RUE DE LILLE

PARIS (7'), FRANCE

mday 19 ,1954

Mr. A.S.C/ Hoar
Directof of Operations
Europ, Africa and Australasia
International Bank for Recona~truc-

tion and Development
Washington, D.C.

Dear Stanley,

Following the OEEC Conference on "Private American
Investment in Europe and its Overseas Territoriesl t , Working
Party No. b of the Economic Committee of OEEC set to work
in preparing a report embodying the results of the debate
upon which I reported on March 4. A first draft (copy
attached) was discussed during the past fortnight by Working
Party No. 6; I enclose a detailed report prepared by Mr.
Butchor who attended a series of meetings.

Now I must say that even the first rough draft
is far more realistic and shows a better sense of perspective
than some of the other papers on investment problems produced
by OEEC. After all these years of debate the meaning of
investment is beginning to be understood.

As to needs and expectations of capital imports
the thinking of the V',orking Party is revealed in these para-
graphs:

"86. It will be clear from the preceding discussion that
important changes have occurred in recent years in
the situation of Member countries in relation to
private American investment. The nature of Europet s
need for private U.S. capital has changed, since the
completion of post-war reconstruction has reduced
very greatly the extent to which capital is now
needed to cover import surpluses corresponding to
high rates of domestic investment. In most metro-
politan countries, the primary need is now for the
type of investment likely to stimulate increased
productivity, a type in which the magnitude of the
sums involved may not be very great.

87. At the same time, some metropolitan countries and
the majority of overseas dependercies still stand
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in urgent need of foreign capital for the
exploitation of natural resources and the
development of the basic structure of their
economies.

128. Taking even an optimistic view of the situa-
tion, it would be idle to imagine that there is
any substantial hope of a vast flow of private
American capital into Europe or its dependencies
during the coming years. Memories are too long,
alternative openings too many, doubts too strong
for any fundamental reversal in the recent trends
certainly during the years immediately ahead. "

The significance of these remarks is that they
apply not merely to American capital but to capital imports
generally. The report still bears traces of the "debtor
psychology"; its authors might have gone further and admit
that some European countries should resume their former
function of capital exporters. An interesting point made
in paragraph 86 is that the "primary need is now for the
type of investment likely to stimulate increased producti-
vity"; is not this a belated, if indirect, compliment to
the Bank which is guided by precisely this aim in its
examination of projects?

Again the authors face frankly the fact that if
member countries are anxious to attract private American
investment they will have to provide the conditions likely
to attract it. This, too, applies with equal force to
intra-European private investment; it is not without
significance, for example, that Swiss bankers are more
ready to make credits to other European countries for the
simple reason that their creditworthiness has improved.

An attempt was made by the Austrians (a copy of
their proposals is attached) to use Working Party No. 6
as a means of dragging in the proposals for an Investment
Advisory Board. Mr. Pini, the Italian Chairman, with whom
I have established friendly relations, scotched this
attempt about which you will find details in Mr. Butcher's
report.

I understand that Working Party No.6 will consider
an improved text on about May 24. If you agree we might
then say a few words on the lines of the earlier part of
this letter and emphasise again the Bank's contibution in
promoting private investment.

With kind regards. Yours sincerely,

Encls. Walter Hill
Special Representative in Europe



-7

Tr.

1'*-



.Hill may 14, 19)54

Leslie C. Butcher

07 0C ori ; Party No. L of the Economic ao mmitee.
Drdit Report on private T.S. Investment i Europe.

1. From Monday, May 10 truh u asday, L'a 13, 19;51
the Working Party met twIce oily oe>t on Thursday when
the >orkin, Party met only in the afternoon.

2. Mr. Pini (Italy) was chairman of themti s. Messrs.
Bertrand and Lanner rere se ited the Socretariat, and mrembers of
the working Party who attended were Mr. Blum (Beliiln), Mr.
Delbard(France), Miss Schippel for Dr. Robert (Germany), M r.
Manolakis (Greece), Mr. Ribu (Norway), Mr. Stroehlin (Sw tzer-
land), and Mr. Langstaff (U.S.A.). Mr. Brayne (U. .), also a
member of the Working Party, did riot attend, but before the
meetings he had given Mr. Pini his coments on tho natters to
be discussed. Messrs. Liefrinck (Netherlaids) and ir. AkInci
(Turkey) did not attend any of the meetings. I att ded all
the meetings, at least for part of the time.

3. The Workin ?arty discussed the draft report dated
April 7, 1954 - ECQ:P6(54)8. Earlier they had discussed para-
graphs 1 through 6 ,and, when I joined the meeting on Monday
they were discussing "The Legislative Background in Europe
affecting U.S. Investient." Mr. Bertratnd interrupted the
maeeting to introduce me to Mr. Pini. He welcomed ie and
invited me to conaent whenever w vanted to. I thaiked him
and was then given a copy of te dra t ro ort.

U. The discussion was detaled. Sometimes the iorking
Party discu sed th se of one w ord for as long as half an
hour. Although they agreed upon two or three changes in
every para th did not add much to the draft. They
agreed to change amphasis here and tiere, to divide para-
gra into two, and to combine other paragraphs. The effect
of all tils was that the Secretariat will produce a ew draft
to be ready about May 24 for further consideration by the

orking Party.

5. There were two matters of particular interest to the
Bank

a) One was the attached paper, EC/WP6/N(5 4 )) "emo-
randum concernlng the Suggestion made by the Austrian Delegate
to the Dollar Investment Conference in regard of the Delegation
of Misi ons for studyIing the Investment Climate". This brou ght
up tie m tter of the Invest ent Advisory Board. Mr. Pini



-2-

tnt I at .1iss IsI o, ' c, %-rth iozttn Ing in thie re port
d e sooaed t To t :ve the Atrian delegation sonae

cr dit for th idea. He '..s, hoever, oposed to detailed
disacsion of the a r;. stion becase it raised ,agin a sub-
joet wh.ich he had tried o eccafUlly to put over for two
years, and he !ct that the Lus trian proposal raised
other matters outside , o oe of ah'orking 1"arty. In
this he was suported by fr- Schpel (Pernany). Lter
Mr. Pini told r that as te ? stria su stion, ade in
goneral terms to Do6-13 nves oenit C-ference, had
seemed a good one at te tine, te delgtion hd been mI`d
to elaoorate it; now the elaboration was so obscure tiiat it
was hard to know what the original sugestion was. The
1.oriag Party did riot discuss the p ier ut they did agree
reluctantly to include in thG draft ra iort, proably ar
the present paragrapa 103, Lae foliowiln paragraph:

"Missions - Des mlssions internationales comptent parmi
les moyens quo les pays Membres peuvent employer solt
pour faire connaltre les conditlions favorables faites
aux capitaux strangers t les emiplois utiles que cOux-ci
peuvent y trouver, ou pour recueillir ltavis do person-
nalitss 0trangres comp Lontes sur los amrllorations
susceptibles dUtre apportes au r'gine applicable aux
investissements strangers. Il appartiendraIt aux pays
Membres inttrsass de a sciter I 'nvoi de telies missions
internatioales dont 1irrganisation et la composition ne
sauralent stro prscisses par avance. La Banque Interna-
tionale do Reconstruction entroprond d6 ja d'envoyer dans
certains de ses pays Maembros des raisslons chargse2 d'6tu-
dier les possibilitos de daveloppement et de firiancement
International. Les ComiLtes do l'O.E.C.E. qui ont studis
lea moyens de aciliter les investissements internationaux,
particulirem ent ceux provenant des gtats-Unis, seralent
on mesure de collaborer efficacement a l'stude du "climat"
des investissements strang;ers dans les pays Mlembnres qui le
souha itent".

I asked to have thie words "a la deaiande des gouvernements
de ses pays Membres" inserted before "La Banque Internationale"
in the third sentence and that the Bank's name should be corrected.
The Vorking Party agreed that this paragraph should be included
In the next draft in order that tiey could then see how it looked.
At the time I think it kept the Austrian delegate happy. (An
Pustrian delegte attended two meetings ready to discuss the
Aus tria r i an estion).

b) The otor matter of particular interest to the Bank
was a reference to the International Finance Corporation. The
International Finance Corporation was included in a "List of
Suggestions for Providing Private Foreign Investont" which
the Secretariat circulated to the Yorking Party. This was a
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list of ideas which had been .eitoL-,ned at one time or another
and which, Mr. Bertrand thoa:ht, might be worth considering.
The working Party thought the idea of I.F.C. was dead. I said
that it was not, that the Bank was still studying It, and that
the Bank had been asked to rnorrt on tno proposal to ECOSOC
this summer. I think tiat IntorntIonal Finance Corporation
will not be mentioned in the next draft unless someone insists.

6. At its next meting the Working Party will discuss the
International Code for Foreign Investment (International Chamber
of Commerce, Report of the Committee on the Flow of Capital,
1946 ). Mr. Langstaff (U.S.A.) had urged the Vorking Party to
consider it. I think tne -orking Party would not have agreed
to do so if anyone else had suggfestod it.

7. The torking Part dilscussed and agreed to amplify in
the next draft the following:

a) Although expropriation would probably follow
nationalisation thoy were not the same thing;

b) The necessity for assurance of prompt payment
to theO investor if tie onterprise in which he
has invested 1s exropia ted;

c) The different kinds of guarantees whIch a
member country might ;ive, i.e. exchange
gina rantaes (not usually practicable), transfer
gaaraintees , axproprtation gjraesa
other guaranteos of an international character;

d) The Present paragraph 120 which cannot mean
jat it s but no one was sure what it did

mecan. Mr. Lang-staff (U.S.A.) agreed to provide
an explanation; and

e) A suggestion that supplamentary agreements on
investmernts might be added to treaties of
Friendship, Commerce and inavigation between
OEEC countries and the U.S. Apparently supple-
ments on investmients hva already been added to
the treaties between the U.S. and Portugal.

8. Miss Schippel (Germany) asked that the Secretariat
should distribute the now draft at least a week before the
date of the Working Party's next meeting in order to enable
the delegations to refer the draft to their capitals for
instruct ions. Mr. Piui thought the delea ;tions shoild not
send tie new draft to their capitals as that would put the
member cIontrles which were not represented on the orking
Party at a disadvantage, and it vould also bring in different
points of vew. Ha, therefore, ins tracted the Secretariat to
distrLbute the new draft to the Workin; Party at least three
days before the next meeting. Miss Sciippel seemed satisfied.



9. I s d t Lm-o . uy t hIas e t tI -r t -i. s .,,,u)Ut the
1a -re f t- r ?po v, a tt I t hL so us , 1t pr I t 1- L th Vr.
Pini and a r. Tanier. hoover IA rarfted tae re >>rt hiad avoided
direct statee mts. Ti:, weaened te whale report. I. 'iql
told me privrotily t.0 e -le bled - 1.s but he t'ou> it that
it w-as rore important to res.en threPort wi-1 thout any more
delay th n to be ciicer1d 1,C th :tl); le d'd th1nk that eseie
of t ie more objectionabl sobec i: w -ould be dro red in the

new draft. I iiantiona tul point aecause tie -- lay, at soee
lat'r eote, be cosit-dered - s part-i ior >< r port. Mr.
La Iner, an n:;lii h'san n- bias jaot j -iioted tna C secretariat,
told me that he sced redraft thoentire report. I tiink he
will do a good job.

cc: r. Hoar

IMaJ



J.F. dvsr,Pa ris 16-e me
.9,rue d n NioX r i, Aril 24. 1954.

Dea 1'r. Elaek:-

Your Pri office ha kindy suplied me with copy of your speech
delivere on April 14, a (h 17th meting7 ofECOC.

There i2 one paragraph in I : ~i_ istructive speech which doe
not follow the lines of statements b other leding personlities
of the international e conomic life, made to me in private conversa-
tions and I should> hihl appreciate 'our givin me some l ad on
the respective point.

~ou st Ho d thti, - nivo caPita 1 t q tdltl to ae eiinc-

21 tion c ing to its the tion by ri-
can industries of s ubsiire 7is1 Vord -:-otne ab iv o
o\tr rcoet o ta ic

iwon-, 1 have oued sat bo o suc as In-
tioney bn Ey, avee enactedsrecently lwss re ar ith ctit-

ofsorign capital, which y) hoot the ioist atloa streatmenof it.o

Iwis tkiod ail mel of th er ortunit to ro tht I

orie igrer up sn orde s o agnimilfr he addtior needs

o iterntiona visk lo swtaki investrait if1* the Wster
wolthesr ton liver upetol heule oet orn you 0>'r seh (ae

8irt paratraph in th Fo tverso ri. of igrs are otra

bothronomialaond ofeadigcl persoaton th in Peneva snruggstet

dipiritings both for thedinsorsand outnderdeveloped conti s

Sine;t oap to be tc of question to inna additinal

Of it..

I.rlsto rso 1 r sel~f r) T, e x~iit> to i- -f orm you 7p
amountso Ibu 2I illon dolla ith r tet o in tei g h de
of o l r pidl in cesing popuaiion cipit h i e er-

dvnlope counres by apto leasle2 pet forum (iscluin spewc ivest

meirnomllovri th ree ~oprson tithvew to i creag nesjob ftr
meno tqull siein tolaio and, similarly proviin fundsfo the replacent ofea l tquipent a n evere screasing

pacne on ccn of mor rapid o teoia osesnue),y aintironuto
mersont. tha bnesto rs an evn oiticallt ciewleo in oec could1

Ho odof life o f' r il or2so ou ini h er-
begilo. dou the ldoitem ' ato urnvetmen ns, in est-

mets21 ve Ie re ~r~dsll viw ocrc m e jobsfr
would ns srlye "s utrl inadqt toi brin abprovidi fundsn

for~h re~e'oo o ~ohaic eWi -Iet s~o vrinore.sing

improvemcents ntiable to the broa mass. Simnilrly, my interlocutor
felt Ihat toaita r ia nrop- aanda co (d avail itself of such publia-

tions, bi n hoe t" t e mses in the underdevelope countries
hat he cannot hose to solve thir probles in cooperation with

the e "oworlid ta oLh t ter t-rn their minds towards Eolshe-
ismr
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MARK M.JONES
CONSULTING ECONOMIST
PRINCETON, NEW JERSEY

April 2h, 1954

Mr. Eugene R. Black
President, International Bank for
Reconstruction and Development

Washington, D, C.

Dear Mr. Black:

The press reports of your statement to the Economic and Security

Council of the United Nations carried some commendable items in the realm

of interesting realities. Having given some attention to matters of this

kind at various times in the past, I have usually come out at the same ques-

tion which I now ask you.

Why is it that everything is proposed except the one thing that will

do the most good? This would be to show each country how to set up and

maintain a going-concern economy. Not having the idea of natural law in

that form, most of them adhere to measures from which economies in liquida-

tion automatically result and persist. In a sense it can be said that they

are practicing economic illiteracy because they fail to recognize that their

number one problem is to create a tax base, maintain it, and enlarge it.

TIs can be done only by fostering enterprise instead of invoking measures

that finally have the effect of liquidation.

Naturally Socialists viho really know what they are doing will not pre-

fer such a capitslistic mechanism as a going-concern economy. But every agency

of the institution of Private Capitalism should stop aiding anything else.

With esteem and appreciation, I am

Very truly yours
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April 20, 1954

Dear Walter:

This is a somewhat belated reply to your letter of
January 22, 195L, on various matters concerned with the inter-
national flow of capital. We found the material you sent on
regulations governing private American investment in member
countries interesting.

)e hove looked over your proposed project and are
particularly attracted by "B"- Volume of new capital issues -
prewar and postwar to date". This would be a useful study to
have and we hope you can undertake it - or get OEFL to do it.
We assume you mean to have a separate category 4f any external
issues floated in a particular country's markek.

Please keep us informed of your progress on this.

Yours sincerely,

A. S. . hoar

Mr. Walter Hill
International bank for

Reconstruction and Development
67 Rue de Lille
Paris (7e), France

AMKaarck/jcd
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NELSON GAMANB Chrysler Building East
Counselor at Law 161 Last h2nd Street, New York 1?, N.Y.

April 19, 1954

Hon. Eugene R. Black, President
International Bank for Reconstruction

and Development

33 Liberty Street
New York 5, N.Y.

Sir:

I am referring to the statement appearing in The New York Times of
April 15th relating to the necessary cooperation by foreign nations in solving
their own economic and financial problems, and I note that several aspects of
such cooperation are listed. There is one, however, that seems to have been
overlooked; at least, it is commonly overlooked by the experts.

There are two kinds of capital which can be of benefit to foreign countries
in the development of their local industries. One is the foreign capital provided
by American corporations in their own operations, and the other is capital which
might be furnished to locally controlled and managed companies by United States
individuals. In my opinion, the latter form of investment might have favorable
effects disproportionate to its amount. Such investment by individuals is
unwittingly forbidden by many foreign countries, because their inheritance tax
laws impose a burden which cannot be supported by individual foreign investors.
The taxation of shares of stock in local companies, even though held by non-
resident non-citizens, is ordinarily quite high and without substantial exemptions,
and is often increased, sometimes doubled, in the case of non-resident bene-
ficiaries. A private investor receiving dividends pays a considerable part
thereof to the United States Governent as income taxes, and the mmount he retains
is necessarily not large, but when he dies his distributees may have to pay 10 or
20 or 40 or (in at least one case I can think of) 60% of the value of the stock
as fixed by the tax authorities, and it is quite conceivable that they will not be
realistic in their valuations. The result is that the inheritance tax may amount
to more than a good many yearst of dividends after payment of Federal income
taxes.

The recently enacted estate tax credit is only a partial remedy. It does
not cover the first $60,000 of valuation because there is no Federal tax against
which the foreign taxes can be credited; and it does not cover situations where
the foreign tax authorities have assessed a value much higher than our Federal
authorities would be willing to accept; nor does it cover situations where the
foreign rate of tax is in excess of our Federal rate.

It would seem to me beneficial to try to bring to the attention of foreign
Governments the practical effects of our own tax policies. Maybe the Bank may
see fit to do something along that line.

Very truly yours,

/s/ NELSON GAMMANS



pril 1, a 9.

Dear sir. Kiball:

In respos to you~r letter of~ Maroh 29 reustig

ane rmaterial for r irstone'a rthcaing spch in

Paris, I an attaohing a brief note which . believe provides

tl kind of information you m > nd useful.

If t1re is thing further I can giv' you, pleae

do not hesitate to t ie know.

tfr. Pxnk C. Kimball
acecutive tirector

Intemnationial Devlopent Advirory Board
WahIngtn 2 . C.

t9tAltce RI : rha
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INTERNATIONAL DEVELOPMENT ADVISORY BOARD
WASHINGTON 25, D. C.

CHAIRMAN EXECUTIVE DIRECTOR

ERic JOHNSTON March 29, 1954 FRANK C. KIMBALL

MEMBERS

GARDNER COWLES

ROBERT P. DANIEL

HARVEY S. FIRESTONE, JR. Mr. Robert L. Garner
JOSEPH P. GRACE, JR. Vice President
MAURICE A. HUTCHESON

W. . MYERS International Bank for
HERSCHEL D. NEWSOM Reconstruction & Development
THOMAS PARRAN Washington 25, D. C.
MRS. ROBERT L. VANN
WILLIAM R. WHITE

L. F. WHITTEMORE Dear Mr. Garner:

Mr. Harvey S. Firestone, Jr., Member of the Board,

is going to be one of the principal speakers at the Second International
Conference of Manufacturers in Paris this May. The subject of his

address will be, "Broadening of Markets by Encouraging Investment

Overseas. " Mr. Firestone will try to develop how the investment of

capital is actually accompanied by the technical knowledge and skills
necessary to accomplish development, which in turn results in pro-
motion of greater productivity, improvement of quality, and he hopes,

the progressive removal of obstacles to trade.

It would be appreciated if you could have someone in

your organization supply me with any specific examples which might
support the challenge of Mr. Firestone's text. You may have instances

where loans made by the Bank have laid a sound basis upon which pri-
vate investment could build and actually accelerate the development

process thereby opening additional markets, etc. This correlation

between so-called public funds and private investment might be a good

thing for Mr. Firestone to bring out. This is particularly true in the
case of the International Bank which, although classified as a public -
lending institution, uses predominantly private funds in its lending
activities. We are trying to assemble some information on these
subjects for Mr. Firestone by April 15 and would therefore appreciate

it if you could supply us with some information along these lines by that

date.

Thank you very much for your courtesies in the past,

and needless to say, Mr. Firestone will greatly appreciate your as-

sistance in this project.

Sincerely yours, -

ank C. Kimball
Executive Director
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March 12, 1954

Lear alter,

bank you for y r letter of arch iL on tne , : conference
on aerican 'rivate investm~ent in ruro1pe, have read toe accompany-

ing docuwts yth interet, and was ;lmse to see on the list of the
participants the 0s o sme o ur oo triend, like elville,
Grooters and o del,

fully endorse t e statement w yu ade on e onfer-
ence. 'ouplsd with the iAlicity givn &oM snington panel. dis-
ceionof"eeter 13,your sta nt t ebro htout
clearly i interest the : ank in t rol international
invest.e#nt. Yalso thi that . e 'ort' s remuaks did justic) to
the osition of iortant non-merican ca. ital exkort interests.

Yu ask for my views on the vari u. euaestions made by the
ex erts. M conent as !ave is -ite .eneral, I am always in
favor o sirplifyin th hading by -overnments of inquiries about
nvet ent oss i Lties. ax incenti ve are certainly amione the
ore effectiv . nduceenta at tne dis sal of the reesiving countries.

And t e freedom to repatriate capAtal and rofits is a conditio sine
qa non of all freign equity invest ent. iowev r, the suggestion
thatthe repatriation take the form o , oods ::roduced by the foreign
investor is most -oahtful. greeents to permit tais may be suitable
for mineral- or oil-producin c~manies operating in somie less developed
areas, 1ut I do not think tkey would be acce table for manufacturing
or, indeed, for any enterprises in -estern rrpe.

i th est reg ards

Yours sinerely,

a. S W.Har

er. M~ater lill

- r i, Frace

JFajans : teontamg
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INTERNATIONAL BANK FOR
RECONSTRUCTION AND DEVELOPMENT

WASHINGTON 25 D. C.
TEL. BABYLONE 17-10 PLEASE REPLY TO

CABLE ADDRESS-INTBAFRAD PARIS PARIS OFFICE ADDRESS

67, RUE DE LILLE
PARIS (7), FRANCE

March , 1954

Mr. A. ,'. Lioarh
Director of C pera3tio - Europe,

Afric and A ustralasia
International an- fo r'econstructicon

and Development
Nashington, D.C.

Dear Stanle y:

The CEC cniference on the bt acles to private
United S tates investments in Europe and its o verseas
territcri was simlre to the p discussion in
Washington ast S ept embe e ith the excerticn th1t t e
one lasted one- orning and the other four dey fiom
February 9 - 12.

At the end of the conference the United States
delegation of usinesend the Sws Delegate under-
too1k to prepare mer da drawing their conclusions
from the discussion. Thes no come to hand n
are incluaded with t-he oter d2 -erts listed below l

The opening speeches of the members of the Unit e
St7tes Delegation were s i1ar to those made in Washing-
ton last Setember. In fact Mr. Searles Jr. -uoted from
the statement then made by h colleague Mr. Schneider.
The replies maeo by the h of rope-n delegations
included a d ription of the measures taken to attract
private c(aital from the Uited tae ,s. The atac hed
summary of the discussion includes the following list
ci suggestions m by va rious delegations:

1 The sim, plificaton of the formalities involved
in investmen-t.

(1) List of docunts. atteched:
(1) Agenda
(2) Lis't of experts atte-nding the conference
(3) Summary of the discussion
(>) Opening speeches de by Uni ted States

delegation of businessmen
(5) Coments by Unitod States elgeation on

the umiiary of the discussion
(6) Comments by the Swss Dleg te on the

conference



Mr. hoar - 2 -

2) The provision of special facilities designed
to i.prove the liaison between ivestors and
the central adm.inistration.

3) Promotional measurue, both governmental and
private, to attract American capital.

4) Common capital participation by several coun-
tries in the same investment, especially in
extracti e industries.

5) Periodic publication of progress achieve.d in
the liberalisation cf regulations.

6) Intra-Furopean m ures of liberalisation in
connection with repatriation of inltil. capital
and the transfer of patent rghts and the
attendant service charges.

7) Agreements permitting the repatriation of earn-
ings and capital by means of the export of the
products resulting from the investments.

8) Initial exemption of taxation on roceiptse until
the full amortization of the original capital
or over a given period.

The conference produced food for thought; immediate
practical results could hardly have been expected. If any-
thing, the confrontation of views between United States
businessmen, on the one hand, and officials of European
countries accom-anied by businessmen, on the other hand,
confirmed the widely-held view that the trickle of American
private capital into Europe Is not likely to rise to a flood
in present conditions.

The comments made by the Delegation of United States
businessmen in their memorandum (document 5) issued after
the conference contain a list of useful practical suggestions.
The Swiss Delegate In his memorandum (document 6) - very
pertinently - makes a plea for the promotion of intra-European
capital movements; it is his view, which I share, that once
private capital is permitted to move more freely inside Europe,
United States private capitEl may be induced to move more
freely into Europe. The upshot of all this is that there is
no effective substitute for a system of convertibility per-
mitting a measure of freedon for capital movements.

In statements at the conference i said that the Bank was
much interested in the discussion since it was one of our
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aims to promote the flow of private international invest-
ments. The Bank was making both an indirect and a direct
contribution. Indirectly, the Eank contributed by
channelling private American savings to Europe and its
overseas territories., by financing public services, thus
facilitating private investments, especially in under-
developed territories, by providing investment opportuni-
ties through the published reports of General Survey
Missions, and (in reply to a question) by our insistence
on the "ntegrity of international financial contracts".
Directly, the Bank contributed to the promotion of United
States private invest-ments in Europe through various forms
of participation on the lines of the Kr loan, the loans
to Dutch shipping companies, etc. With the expansion of
our activities in Europe and in its overseas territories,
there should be further opportunities for tie Bank to
promote private American investments.

Mr. Pini, the Italian Chairman of Vorking Partv No.6
of the Economic Comnittee of OEEC, has since thanked me
for taking an interest in the conference; he will keep me
informed of further developments and invite us to any
meetings of his Vorking Party likely to be of interest to
the Bank. For my guidance, I would appreciate having
your views on the various suggestions made at the
conference.

With best wishes.

Yours sincerely,

Walter Hill
Encls. Special Fepresentative in Europe
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INTERNATIONAL BANK FOR
RECONSTRUCTION AND DEVELOPMENT

WASHINGTON 25 D. C.
TEL. BABYLONE 17-10 PLEASE REPLY TO

CABLE ADDRESS-INTBAFRAD PARIS PARIS OFFICE ADDRESS

67. RUE DE LILLE

PARIS (7), FRANCE

January 22, 1954

Mr. A.S.G. Hoar
Director of Operations - Europe,
Africa and Australasia

International Bank for Reconstruction
and Development

Washington, D.C.

Dear Stanley:

With reference to my letter of December 30,
the OEEC Secretariat has now prepared the attached
table of "regulations governing private American
investment in member countries". I have no news
as yet about the projected meeting between repre-
sentatives of American investors and officials of
European exchange controls which the OEEC Secre-
tariat is trying to organise.

As I reported in my memorandum of December 29,
the Managing Board of EPU has been instructed "to
undertake a study with a view to facilitating move-
ments of capital between member countries". As a
first step the Managing Board has sent out a ques-
tionnaire about the regulations governing the
import and export of capital by member countries.
The replies to this questionnaire should be inter-
esting. As soon as the replies come to hand, I
will have them sent over to you.

We also had a little project. After the com-
pletion of our study of export credit facilities
available in various European countries, I thought
it might be useful to collect such information as
might be available in Paris about the organisation,
turnover, interest rates and fiscal practice of
European markets. Bob Skillings drew up the
attached tentative list of headings, but neither
he nor Ted Lamont had the time to start this
enquiry. All this might usefully have been done
by Working Party No. 7 of the OEEC Council as a
basis of its work.
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Mr. Hoar -2 -

Another project is to ascertain the precise
fiscal status of government bonds in our European
member countries with a view to obtaining equality
of treatment for the Bank's bonds. I understand
that this has already been initiated. (I have
sent you a copy of a letter I wrote to Mr. Sommers
on this subject on January 13, 1954).

There is no point, of course, in our collect-
ing information that may already be available to
you in Washington. But if you think that there is
something we might usefully do, please let me know.

With kindest regards.

Yours sincerely,

Walter Hill
Enc1 Special Representative in Europe
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Topics for Inclusion in Fevie. uropean Capit 2arket

(Su ~ested coverage: nelgium, France, ~erniany, Netherlands, Sweden,
Switzerland, Uni~e ingdom)

A. Interest rates and security yields - prewar and ost date

Central Bank discounts
Long-term government bonds

corporate bonds

Stocks

(Sources: International : e aclal Statistl es; 4 tatstical
Bulletin; government statist cal bullet ns)

B. Volume of new capital issue - prewar id postwar to date

Government bonds
Corporate bonds

Stocks

(Sources: government and centr ba tatistical bulletins; for
Frnce, publications of Conseie National du Crdlt)

C. Government policy and capital m rket

1. Government interest rate p ci.
2. Administrat~ve controls on now issues.
3. Taxation policy (for Gemany see 1952 Feport of Bank

Deutscher LAnder).
1. Dividen restraint

a) Stemning from ofia controls.
b) Stemming from desire of business to reinvest

profits.

D. Present c11 te of cpitl 4 ar at7,

(Source for C. and D.: Centr ad other bank reports; periodicals;
conversations wlth bankers and officials. fesaearch In, for exaple,
the 3EEC b.rary would be aeful).

Pari, January 22, 1954-
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Sommers' explanation:

This is an entirely new subject.

Generally the Bank borrows on the market
and then re-lends t the money; this involves
both a guarantee of the bonds (i.e.,
marketing guarantees) and guarantee of
the loan.

But in this case, the*Be it is proposed that
both operations be combined into one with
the Bank's guarantee. It is both a guarantee
of the loan and of the bonds, in reality.
He suggested that a new file be set up ,
perhaps entitled Lending Operations - Transfer
Guarantees. He also said to send it to
General Files I Whee ! .
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OP?

NENOR A NDUM

February 1, 1954.

anrof't and the International 3a1c

1. I discussed with Iliff in Washirston on Turday, Jer:- mt
the possibility and advantage of' th International .ank <vi a limited

transfer guarantee of a foreign corporate bond, as opposed te an outriht

guarantee of principal and interest.

2. The rchanica of U this would be as folowqT

(a) A corporation within the sterlinq ars ould r a dollr bond
with the ull approval of thTeB ' -eare Contril. Thi

approvwal col a a cei t; 'nvoi a a. lrtakin ig 3oritish
"xchm Tt-1 o Tvm or t, )iar sorvi cn, cot. as

princpal nd -t a7

(b) The Intern7dom 1 cl-ra : 7 l unera' . They
would not b z zced to vLye an outr;. Vt ;-arantee of rinciral and
inters , so t no 110: th or Col'al cvrnt crtt of

princl nd ixterest .otl '>c rr ired. he ar cles of the
Interna tona otn c conglctely hax but ti eo robaely

(c) T 'ond i ten :laced nnl Y rou of A can life
insurance comuanis. Tis voul2. n volv: an anonuent to the
state law cover the investments of life insuranco corpanies.
Althu ths ac*ars to be a fomdabl dIficulty, I do not think
this is n oce sarig the ca~se. Te insurauce laws of the important
state wro i sur.,nce c ni es are dordeiled, notaoly !ew ork,
Cortree e, eassausetts, Ilinos And Cal1~ornia, qren amended
shortl rter "orld War II to allo" invratnent life insurance

cm:aies I ternational lank bons or bon jaranteed by the
Int sti a ank. e amendment recired would erely extend this
law t cover bonds guaranteed as to transfer by Ihe International
Bank. Such alendments appear entirely onsistnt with reco nd
ations o t O ndall Comittee under the headis of "The ole of
Pblic hendi " and "fe '.ole oz t, e International ank andth

ort. ort man".

3. The ncific .ec> ' ic. ht be used as a test case are the

bonds of to ,i. u nderotand tt iac of this no,
wicIs r" pte ':nA e t best cov~cr prospect in itenec, will require
112,000,0. >cut ,000,000 'a alrea oon ised aa equiti financing,

Snajor ayt : ZrA is l >10a. understad thatthe llo
zerican Ur01 1010 of Tout Africa, wo re arra n te financin, would

S>bbalaco oabou 7,000,000 o borroed,
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involved, but rather the basic inadequacy of the sterling capital narkets
to meet all cormittments, incuding, nling developonts in ~odsia. Pro-
tracted neotiation iave aen place bwen Alo-.!erican Cororation

and t. coreign Operations A dinistration in Vashington iwrith a view to
borrowing this amount garated Rokan fro t ' ort-prtBa
from '. Goverment unds allocated to the F.-,.. _i to e
policy in iashington regarding copper developnents, it is now donhtful
whether funds can de a vailable from this source irr "ct-n of t
quality of the loan. As W ~ncroft loan w ould M aran ed y t
,Ihokana Compary, it beconos z first-•class storl isk; there is also no

question thav anroft t o :rtant source >w r na erials.

1;, I propose:
(a) To approach the lo-American Corjoration when in Johannesbur

to see haatar tJ would be prepared to see the Banaroft ino
borrow by -eans of a loan r Eric if isurance companies
( uaran ras tc T. ' e !Q o.rt :1 .

(b) If t~ei. ; : rc or ord~ to v; 1il in to ~roac' th
n!: of la W no :.- --- Whe -r;rm inpr are1= "to sperl

out" ao dlr trx r rt:>' L h o ' VOtransfer
guarant,

(c) Assumin ; bot the above are satisfactory, to ras this as a
serious proorition t We ternational 3ar.

(d) t er :nal :a lie the in c, to :nnn 1w zatter to

1.teree dto invat, and if so, Ythr vwouldiuse their
irtlo "th t P :'r t iue en ce Gonisioner

ly th a Vim to obtaiJ-na cian : in aw ~~r: AIate Laws.
At tO stage, it would VoutNtless C avantaccors to obtain
support No- thn F..A. oi also r7 tc : oal Advisory
Council on Inernati o: it FInc'.al ro lenm who are
thc coodat. aer for 10Aca nr:s for olcies of
thC "portTrort akn '~nter i al 40.

5. :reTc to arr ,e VoItr;octhe
way to a new form of orni ; corporio rrowi this ountry.



JanMary 7, 19%4

Mr. Coimn Mortan
Vice President
Capital Researah Ccupmy
900 WIlsbire 3oulevard
Los AnMle1 17, California

Dear r. Nortan,

I an wfully late in ansvering yoar letter of
October 1 sndig me a very interesting memorandum an invest-
mt in Latin Arica.

I found it of grat value and seat it aroumd to .ams
of uv colleagues, It has only just oan back to r desk. ince
you are so interested in this matter of foreign investmnt,
I take the liberty of sndag you under separate cover a speech
that I have made roently en the subject of "cliate",

Myr wife end I have kept feed ametries of your veloa
in L.A. and wish to be rewentered to Mrs. Mortan.

With very beet wishes for the Now Year,

Tours sincerely,

ieontrd B. Siet,
Direcutor, Ecaoa Staff


