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Mr. Merriam i November 19, 1971
A. Edward nanondnnr(zﬂfiw

International Association for the Promotion and
Protection of Private Foreign Investments (APPI)

As of July 1970, the following were the United States members of
the APPI Directing Committees

Arthur H. Dean (Sehior Partner, Sullivan & Cromwell, NYC)
John D. Harper (President, ALCOA)

J. K. Jamieson (Board Chairman, Standard 0il, N.J.)
George Russell (Board Vice-Chairman, General Motors)
Charles Spoffard (Senior Partner, Davis, Polk)

Leo D. Welch

Director of various eorporations)

In addition R. E. McCoy was the US member of the Working Committee which
directed day to day activities. As of Jamuary 1970 the following United
States firms were members of APPI:

General Motors Corp.

Gulf Oil Corp.

I.B.M. World Trade Corp.

I.T.& T. Corp.

Mobil 0il Corp.

Morgan Guaranty- Trust Co.
Standard 0il Co. of California
Standard 011 Co. (New Jersey)
Texaco, Ine.

U.8. 8teel Corp.
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Q0
8. Aldewereld Q?

Discussion with Dr. Reinhardt - APPT

In his letter of October 1, Dr. E. Reinhardt, President
of the International Asscciation for the Promotion and Protection
of Private Foreign Investments (APPI), informed Mr. McNamara that
the Directing Committee had discussed Mr. McNamara's letter of
September 9 concerning the World Bank policy towards disputes
on expropriation, and that they appreciated Mr. McNamara's
suggestion to consult with a delegation of APPI. Dr. Reinhasrdt
added in his letter that in the beginning of next year he would
propose some dates for a meeting for an exchange of views.

I telephoned Dr. Reinhardt today to tell him that we were
looking forward to the proposal referred to above and that upon
receipt of this proposal we would arrange a meeting. Dr. Reinhardt
said that he appreciated the Bank's cooperation in the matter and
that he would not fail te write to us early next year.

cc: Mr. McNamara
Mr. Broches
Mr. Demuth
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FOR DR. REINHARDT

REFERENCE YOUR LETTER TO MR. MCNAMARA OF OCTOBER ONE REGARDING APPI

AND TO OUR TELEPHONE CONVERSATION A FEW WEEKS AGO STOP EYE WILL BE

FROM WASHINGTON
IN CANADA UNTIL THURSDAY OCTOBER 14 STOP WILL TELEPHONE YOU EITHER
FRIDAY OCTOBER 15 OR MONDAY OCTOBER 18 STOP BEST REGARDS.
ALDEWERELD
INTBAFRAD
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Rog S. Aldewereld
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APPI
ASSOCIATION INTERNATIONALE POUR LA PROMOTION ET LA
PROTECTION DES INVESTISSEMENTS PRIVES EN TERRITOIRES ETRANGERS

Genéve, Suisse
92, rue du Rhéne

THE PRESIDENT . " 8021 Zurich, October 1, 1971
Paradeplatz 8

Mr. Robert McNamara

President

International Bank for
Reconstruction and Development
1818 H Street N.W.

Washington, D.C.

USA

Dear Mr. President,

I would like to thank you for your letter of September 9, 1971
concerning the World Bank Policy towards disputes on expropri-
ation. In the meantime the Directing Committee discussed the
matter in Stockholm. Due to illness I was prevented from
attending the meeting in the last moment but the participants
were informed about Mr. Aldewereld's telephone call to me.

The members present found themselves not in a position to agree

with some of the remarks mentioned in your letter.

They very much appreciated your suggestion to consult with a
delegation of APPI (2 to 4 persons). The Working Group has
been asked to do the preparatory work for a discussion about
particular cases and the policy paper. The members unanimously
found such a dialogue would be very useful for a better under-
standing of the points of view of each other and also a first

step for a closer cooperation in the future.
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: APPI
ASSOCIATION INTERNATIONALE POUR LA PROMOTION ET LA
PROTECTION DES INVESTISSEMENTS PRIVES EN TERRITOIRES ETRANGERS

Geneéve, Suisse
92, rue du Rhéne

- T e

At the beginning of next year I would like to propose to you

some dates for a meeting for an exchange of views.

In the meantime, I remain,

Yours sincerely,

/ —
.

E. Reinhardt
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5. Aldeverard (98760} CITEWMGweR ol %30

Ddecussion with Mr. Helahardt

At Mr. Demuth's suggestion I telephoned ¥Mr. E. Reimhardt,
Fresident of the International Association for the Promotion and
Protection of Private Poreign Investments, in Switzerland today to
confirm to him what Mr. McNamara, in his letter of September 9, had
informed him, namely, that the Bank's policy regarding defaults of
publicly-owned external debt and expropriation of foreign-éwned
property by borrowing countries had not changed. Mr. Reinhardt was
very grateful for Mr. McNamara's letter and our telephone convers-—
ation and said that he would be guided by this in the forthcoming
discussions of the Directing Committee of the APPI in Stockholm on
September 23.

1 also agreed with him that in the fixst week of October
I would contact him by telephone to ascertain what had happened at
the Stockholm meeting end to establish whether amy additional
information om the part of the World Bank group to APPI would be
called for.

ce: HMr. McHamara
Mr. Demuth
SA:lvd
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*September 9, 1971

Mr. E. Reinhardt

President

International Association for the Promotien
and Protection of Private Foreign Investments

92 rue du Rhone

Geneva, Switmerland

Dear Mr. Reinhaprdt:

Thank you for your letter of August 11, expressing the concern of
your Association at the adoption of policies detrimental to private for-
eign investment in a number of developing countries. I have slso re-
ceived and examined with interest the July 1971 APPI report entitled
"Events affecting private foreign investment in some capital-receiving
countries".

I share your belief that the developing countries need to make the
best possible use of all resources potentially available to them, domes-
tic and foreign, private and publiec, and that it would be unfortunate if
governments which did not make reasonable efforts in good faith teo settle
disputes arising from the expropriation of foreign-owned property were
able to turn to official sources as a substitute for private cepital.

As you know, since its inception the World Bank has been concerned
with disputes arising from defaults of publicly-owned external debt and
from the expropriation of foreign-owned property by borrowing countries.
Our draditional approach to these disputes, developed over the last twenty
years, was codified into the operational guidelines for the Bank's staff
formulated in 1966 and has remained essentislly unchanged since then.
Enclosed is a short note setting forth the relevant elements of our policy
as formulated in these guidelines. I am aware of no case in which we have
deviated from that poliey.

As you recognize, we must take into account the specifie circumstamces
of each case in determining the Bank's position. However, I believe there
is no basis for the fear which you say has been expressed by many members
of APPI, that we are interpreting our policy any more flexibly now than in
the past. I would appreciate your drawing my attention to any cases where
you believe that this has been done, or where, in your view, the applieca-
tion of our policy has been inappropriate or has encouraged borrowing coun-
tries, in the words of your letter, to "sucoumb to the temptation not to
fulfil their international obligations"”.
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Mr. E. Reinhardt -2-

The Anmual Meetings of the World Bank Oroup will be held late next

month, and therefore, unfortunately, I will mot be able to attend the
meeting of your Directing Committee in Stockhelm on September 23. How-
ever, 1 would be very pleased to consult with you or your representatives
at any time you or they may be in Washington or on some occagion when I

may be in Europe.
Sincerely,

Robert 5. Mclamara

Pnelosure

AEElmendort/ Wp /\ﬂ\
Cleared with d cc: Mr. Broches

cc: Sir Denis Rickett
Mr. Aldewereld
Mr. W. D. Clark
Mr. J. Merriam

Office of the President (2)



POLICY OF THE WORLD BANK (ROUP TOWARDS
DISPUTES OVER EXPROPRIATION

The Bank Group has always teken an interest in disputes between a
member eountry or a public body within it and nationals of other member
countries arising out of certain internationsl financial transactions.
In recent years this interest has concentrated inereasingly on disputes
over compensation to aliens for property owned by them which has been
expropriated. Such property may inelude direct and portfolio invest-
ment in real or personal property as well as concessions and frsnchises.
Expropriation may be by direct transfer of ownership or by the state or
other public body coneerned taking effective possession or control with-
out a transfer of ownership.

The Bank seeks to promote settlements of these disputes through a
variety of actions, some of which are discussed below. When it is dis-
satisfied with the progress toward resclution of a dispute the Bank de-
termines 1ts own position with respeet to lending and other sctivities
in the country invelved and, in doing so, it seeks to make a response
graduated to suit the character and seriousness of the dispute and the
progress toward its resolution.

A number of factors combine to make cases of expropriation less
¢lear-cut than those invelving other types of disputes, suech as those
arising from defaults on external public debt. These factors include
possibilities for differences over (i) the amounts inveolved and how pay-
ment is to be made, (ii) the respective obligations of the parties, and
(ii1) the responsibility for opening and carrying on negotiations.
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The Bank will not lend for projects in a country if it considers
that the position taken by that country with respeet to alien owners of
expropriated property 1s substantially affecting its international credit
standing. Nor will it appraise projects in such a country unless it has
good grounds for believing that the obstacles to lending will soon be re-
moved. Reasons for not proceeding with lending operations includes

(1) A denial of liability for compensation coupled with a refussl
to submit the dispute to judieial or quasi-judieial determina-
tien.

(2) An admiesion of liability for compensation in general terms
coupled with either an offer of compensation obviously in-

adequate in amount or temms of payment and not subjeet to
negotiation, or else a failure to negotiate in good faith
over such matters or to submit them to judieial or quasi-
Jjudicial determination.

(3) A failure, in the Bank's judgment, to make reasenable efforts
to arrive at settlements.

(L) A failure to pay and, if required, to transfer abroad com-
pensation in accordance with the terms of an agreed settle-
ment, a judielal decree or an arbitral award.

In the absence of special circumstances, the fact that the cxpmpﬂ-
ated alien may have received adequate compensation through an investment
guarantee or insurance scheme or in some other way does not eliminate the
Bank's concern with an expropriation, and the Bank's position with respect
to the expropriating country may be determined as if such compensation had
not been paid. In determining its position, the Bank will take into acecount
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whether or not the expropriated alien's government seeks redress from the
expropriating country. Nermally the Bank will not refuse to lend if the
expropriating country hes agreed with the claimant country en a reasonable
procedure for settling the claim and will consider a dispute resolved if
a settlement is resched between the expropriating and claimesnt eountries.

In carrying out the poliecy set forth above, the Bank seeks to promote
prompt and adequate settlements, either negotlated between the partles on
a mutually satisfactory basis or arrived at through conciliatien, arbitra-
tion or judiclal determination. Although it may eventually have to do
so for the purpose of determining its own position, it initially tries to
avoid passing on the merits of the dispute and to limit its role to im-
proving communications between the parties and impressing them with the
desirability of a settlement. The Bank does not take the pesition that
all the demands of the claimants must necessarily be met. At the same
time it will be concerned to see that its desire to get on with its main
task of lending for development does not unfairly reduce the claimant's
chance of reaching a satisfactory settlement.

Where a dispute over expropriation exists but the Bank decldws to
lend on the grounds that reascnable efforts to resolve the dispute are
being made, the Bank will be concerned to see that (a) progress toward
a settlement or, if the dispute has been submitted to judicial or quasi-
judieial determination, progress toward a decision contimes after the
loan commitment is made, and (b) if there are different groups of claim-
ante, progress is made with all of them, to the extent that the nature
of the claims so permits, so that the Bank does not diseriminate between
them.
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Inevitably, investment disputes involve many different factors,
requiring the Bank to deal with them on a case-by-case basis. In do-
ing so the Bank seeks to treat ite member countries consistently, but
from time to time the case-by-case spproach may give declisions in par-
ticular cases an appearance of inconsistency. The risk of inconsistency
is enhanced by the fact that the Bank's position may be affected by the
position taken by the claimant's eountry with respect teo the dispute.
Since the country'e reasons for ite position may differ from those which
arcuse the Bank's concern over these disputes, the Bank will examine
these reasons and take them into account in determining its position.



August 20, 1971

Mr. E. Reinhardt

President

International Assoclation for the Promotion
and Protection of Private Foreign Investments

92 mue du Rhone

Geneva, Switserland

Dear Mr. Reinhardts

This note is to acknowledge receipt of your letter to Mr. MeNamara
of August 11, concerning private investment in developing countries. The
APPI report mentioned in your letter has also been received.

Mr. McNamara is away on heoliday, and is not expected to return to
Washington until September 7. I will draw your letter to his attention
at that time. However, I should point out now that the Anmual Meetings
of the Boards of Governors of the Bank Group will begin almost immediately
after the session of your Directing Committee in Stockholm on September 23.
It therefore seems quite unlikely that Mr. McNamara will be able to accept
your invitation to attend that sesslon.

Sincerely yours,

cc: Mr., Christoffersen
Mr. Broches

@%&lwmlp
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APPI

ASSOCIATION INTERNATIONALE POUR LA PROMOTION ET LA
PROTECTION DES INVESTISSEMENTS PRIVES EN TERRITOIRES ETRANGERS

Genéve, Suisse
92, rue du Rhone

Le Président August 11, 1971

Mr. Robert S. McNamara

President

International Bank for Reconstruction
and Development

1818 H Street N.W.

Washington, D.C. 20433

Dear Mr. President,

The Directing Committee of APPI has asked me to draw
your attention to the following problems that we have discussed
in our Association. We have noted with growing concern the adoption
of policies by an increasing number of developing countries which,
in our opinion, not only affect adversely the interests of the
international private investment community but, we believe, are
detrimental to the economic and social progress of these countries.
For your information, a recent report prepared by APPI for its
Member Companies which highlights a number of these developments

will be sent to you soonest.

The APPI believes that the developing countries must
attempt to make the best use of all available resources - domestic
and foreign, private and public - if they are to achieve a satis-
factory rate of growth on a sound and balanced economic basis. We
also share the generally accepted view that private foreign in-
vestment and official foreign assistance are complementary, rather
than substitutes for one another. It is, therefore, unfortunate and
even unrealistic if governments which adopt policies that discourage
private foreign investment and the transfer of technological data

gain the impression that they can turn to official foreign sources
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of financing which, in effect, acts as a substitute.

During recent meetings, the Directors of APPI have noted
with concern that countries whose policies appear to be hostile to
private foreign investment or which have directly or indirectly
expropriated such property without paying reasonable compensation
continue to receive financial support from institutions such as the
World Bank. We appreciate the difficulties which the Bank may en-
counter in applying its political and economic criteria in cases such
as these and the fact that it has to take into consideration the
peculiarities of each case. However, the fear has been expressed by
many members of the Association that the policy in this respect has
become so flexible that these countries may have less hesitation to
take measures directed against private foreign investors and may

succumb to the temptation not to fulfil their international obligations.

We felt that you would wish to know about these concerns of
our Member Companies, not only because they represent many major
industrial and financial enterprises who are investing in the less
developed countries but also because an increasing part of the funds
loaned by the Bank are being raised from private sources in the
industrialised countries with the assistance of financial institutions

such as those which are membkers of APPI.

It would be of great value to us to have your reactions
to these comments and to consult with you regarding the way in which
private foreign investors and international institutions providing
financial assistance can cooperate to improve this situation. We would
be pleased to discuss this subject with you at your convenience. One
possible occasion for doing so might be the forthcoming meeting of our
Directing Committee in Stockholm on September 23, 1971. (A list of our
Directors is included in the attached booklet.) May I take this occasion

to extend to you a most cordial invitation to attend this meeting.

Yours very truly,

e A

Encl. E. Reinhardt



April 20, 1971

Yirs Yoean A, Qureshi,
Internationsl Finance Corporation,
Washington, DeCe

Dear Hoesn,

¥r. Sandberg, Seoretary Coneral of the Assgocintlon for
the Promotion of Friveate Imtcgtrent (AFFI), which ds gererslly
conceorned with the problew of incentives sund disinmceniivas in
the LeDeCu., naked me {¢ meet with Profe Houbon and hio collenguen
vho ave meXing a study of thip problewm for the Q.B.Cells 1
telieve he diecuseed this cusulion generslly with you sone wmonths
8go and he will probably be ip touch with you egaln. This tinme
woe talked nlout the poseibility of getting inforoetion by way of
“a questionnsire eithor through Bill Dismend's Developument Dapk
eystem or {rom privete compenize through I¥C (sbout which I
expresesd poseiuismie.

I enclose & booklet abent AFPI.

Yours sineerely,

Alfred Be Davidson

Trige
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LA PROTECTION DES INVESTISSEMENTS PRIVES EN TERRITOIRES ETRANGERS

Cables: APPI, The Hague
Telephone: (070) 5449 44

Genéve, Suisse

/;’ L. H. SANDBERG

e Administrator
7A Nieuwe Parklaan
d The Hague, Holland

16 August, 1971

Mr. Robert S, McNamara
International Bank for Reconstruction

and Development

1818 H_o Street N.W,
Washington, D.C.20L433

USA

Dear Sir,

Please allow me to refer to the letter which the President
of our Association, Dr. E. Reinhardt, wrote to you on 11th

August.,

In his letter Dr., Reinhardt made reference to a report which
has been prepared by the APPI for its Member Companies and I

now have pleasure

e S o et S e

in enclosing this herewith.

Yours sincerely,




g1k neyp e any

R g
g



APP
APPI
ASSOCIATION INTERNATIONALE POUR LA PROMOTION ET LA
PROTECTION DES INVESTISSEMENTS PRIVES EN TERRITOIRES ETRANGERS

Genéve, Suisse
92, rue du Rhone

Le Président ,f  August 11, 1971

Mr. Robert S. McNamara)/
President

International Bank for Reconstruction
and Development
1818 H Street N.W.

Washington, D.C. 20433

Dear Mr. President,

The Directing Committee of APPI has asked me to draw
your attention to the following problems that we have discussed
in our Association. We have noted with growing concern the adoption
of policies by an increasing number of developing countries which, '
in our opinion, not only affect adversely the interests of the
international private investment community but, we believe, are
detrimental to the econcmic and social‘progress of these countries.
For your information, a recent report prepared by APPI for its
Member Companies which highlights a number of these developments

will be sent to you soonest.

The APPI believes that the developing countries must
attempt to make the best use of all available resources - domestic
and foreign, privatevand public - if they are to achieve a satis-
factory rate of growth on a sound and balanced economic basis. We
also share the generally accepted view that private foreign in-
vestment and official foreign assistance are complementary, rather
than substitutes for one another. It is, therefore, unfortunate and
even unrealistic if governments which adopt policies that discourage
private foreign investment and the transfer of technological data

gain the impression that they can turn to official foreign sources
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of financing which, in effect, acts as a substitute.

During recent meetings, the Directors of APPI have noted
with concern that countries whose policies appear to be hostile to
private foreign investment or which have directly or indirectly
expropriated such property without paying reasonable compensation
continue to receive financial support from institutions such as the
World Bank. We appreciate the difficulties which the Bank may en=
counter in applying its political and economic criteria in cases such
'as these and the fact that it has to take into consideration the
peculiarities of each case. However, the fear has been expressed by
many members of the Association that the policy in this respect has
become so flexible that these countries may have less hesitation to
take measures directed against private foreign investors and may

succumb to the temptation not to fulfil their international obligations.

We felt that you would wish to know about these concerns of
our Member Companies, not only because they represent many major
industrial and financial enterprises who are investing in the less
developed countries but also because an increasing part of the funds
loaned by the Bank are being raised from private sources in the
industrialised countries with the assistance of financial institutions

such as those which are members of APPI.

It would be of great value td us to have your reactions
to these comments and to consult with you regarding the way in which
private foreign investors and international institutions providing
financial assistance can cooperate to improve this situation. We would
Le pleased to discuss this subject with you at your convenience. One
possible occasion for doing so might be the forthcoming meeting of our
| Directing Committee in Stockholm on September 23, 1971. (A list of our
Directors is included in the attached booklet.) May I take this occasion

to extend to you a most cordial invitation to attend this meeting.

Yours very truly,

o Coen A

Encl. ¥ E. Reinhardt
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March 23, 1971

Dear Mr. Sandberg:

This letter is to acknowledge receipt of , and
to thank you for, the APPI circulars and the current
1list of members enclosed with your letter of March 8

to Mr. Mclamara.

Sincerely,

Shirley Boskey
Devalopment Services Department

Mr. L., H. Sandherg

Administrator

Association Internationale pour la
Promotion et la Protection des
investissements Prives en Terri-
toires Etrangers

7A Nieuwe Parklaan

The Hague, Holland

SEBoskey: tsb

Ao
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FoRM No. 78
(2.60)

INTERNATIONAL FINANCE
CORPORATION

INTERNATIONAL BANK FOR
RECONSTRUCTION AND DEVELOPMENT

INTERNATIONAL DEVELOPMENT

ASSOCIATION

ROUTING SLIP

Date

March 23, 1971

NAME

ROOM NO.

1.—Mr—Elmendorf

2. Central Files

Ed:

To Handle Note and File
Appropriate Disposition Note and Return
Approval Prepare Reply
Comment Per Qur Conversation
Full Report Recommendation
Information Signature
Initial Send On

REMARKS

Among the attachments is a
booklet entitled "Events Affecting
Private Foreign Investment in Some

Capital-Receiving Countries'.

There

may be something in it of interest for
your investment disputes data collec-

tion.

From

Shirley ﬁ;gkey




ASSOCIATION INTERNATIONALE POUR LA PROMOTION ET A- i i 5
LA PROTECTION DES INVESTISSEMENTS PRIVES EN TERRITOIRES ETRANGERS J

Genéve, Suisse

L. H. SANDBERG
3 Administrator
Cables: APPI, The Hague 7A Nieuwe Parklaan

Telephone: (070) 5449 44 The Hague, Holland
8 March, 1971

Mr, Robert S. McNamara

International Bank for Reconstruction
and Development

1818 H:s Street,; N.W,

Washington, D.C. 20433

USA

Dear Sir,

At the request of the President of our Association I have pleasure
in sending you herewith a copy of our Circular 9/71 with Annex.

It has now been decided that a circular of this type will be

sent to our Members half-yearly.

In the event that you would like to have some background material
on our Association I also enclose a copy of our Brochure with a
list of our Members, and a copy of Circular 35/70 with Annex which
was issued by us last year.

Yours sincerely,

/

)
7

S

L. H. Sandberg
Administrator



7Y

'.f\_’ f
' 4 T3 NOITOMOA9 Al AUO9 FIJAMOITAMAITUI NOITAIDOZ2A

2AIDUAATI 23RIOTIARIT M3 23VIAY 2TM3IMI2IT23VII 230 MOITD3TOAY Al

azziud ,avénso

2A38AKA2 H 4

sossteinimbA \ 3

nssli1ET ewusi AT \ sugsH odT ,i99A :22idsD
baslloH eugsH edT .,.\»Pna (0%0) :snorigslsT

PYer (doysM 8 "‘\

5

sYemelioM ,2 Tasdofd .M

aoi¥suttanossd a0l Auszd [snoltsnarsinl
Insmqolsved bns

iWall (Fosnre .H 8rei

EEHOS 0,4 (no¥anirzeW

= A2U

eIl asad

owweaeslq averd I noifsioozaA Ywo 1o Fnsbiesxd st 1o Fasupoax srr A
«¥onnA d¥iw I'T\E asluoaid nwo 1o vqoo s dtiwsted vov gnibnsz ni

od [[iw oqv3¥ 2id? Yo asluonis s F6d+ bebiosb nssd won asd #1
s¥lassy-1Lled 2asdmeM aquvo oF Fnse

Isitrotem bavongiosd smos sved of il bluow wvoy Fedt Tmeve sdt nl
6 ftiw 9rurdootd “wo 1o ygoo s szo0lons ozls I noitsiooeszA auo no

doidw xennA d¥iw O0T\IE aslunv1id 1o yqoo s bns c2redmeM ~wo Yo teil -
169y tesl 2u yd bsuezi asw

eViotaonie awuoy

grsdbasd .H d
dotsxteinimbA



B

) Record Removal Notice

The World Bank Group

Archives

& Records Management

File Title

of Private Investment - 1969 / 1971 Correspondence

Bank Administration and Policy - Association of International Study for the Promotion and Protection

Barcode No.

1056750

Document Date Document Type

March 8, 1971 Letter

Correspondents / Participants
To: William S. Gaud, International Finance Corporation

From: L.H. Sandberg, Administrator, International Association for Promotion and Protection of Private Foreign Investments

Subject / Title
[Copy of APPI Circular 9/71 and brochure|

Exception(s)
Information Provided by Member Countries or Third Parties in Confidence

Additional Comments

The item(s) identified above has/have been
removed in accordance with The World Bank
Policy on Access to Information or other
disclosure policies of the World Bank Group.

Withdrawn by ‘ Date
Kim Brenner-Delp August 21, 2023

Archives 01 (March 2017)




atl
ASSOCIATION INTERNATIONALE POUR LA PROMOTION ET
LA PROTECTION DES INVESTISSEMENTS PRIVES EN TERRITOIRES ETRANGERS

Genéve, Suisse

L. H. SANDBERG

Administrator
7A Nieuwe Parklaan
The Hague, Holland

Cables: APPI, The Hague
Telephone: (070) 5449 44

9/71 30January 1971

To: MEMBERS OF THE APPI

EVENTS AFFECTING FOREIGN PRIVATE INVESTMENT IN
SOME CAPITAL-RECEIVING COUNTRIES

At a meeting in September 1970 the Directing Committee instructed
the Working Group to provide APPI Members at appropriate times
with information on events and developments in capital-receiving
countries which have led to discussions and criticism by the Di-
recting Committee and, in some cases, to action on their part.

For this purpose a report on events which took place during 1970
is attached herewith. This report is, and can only be, very con-
densed; it is not so much detailed information on each event
with which we are concerned as the general trends and lines which
developments would seem to follow.

For the composition of this paper much benefit has been derived
from information supplied by APPI Members. Comments and new
information on events which strike Members as being of interest
will be most welcome.

L. H. SANDBERC
Administrator



Files January 22, 1971

Alfred E. David g
avidson ﬁpfo/ =

January 2¢, 1971 - Zurieh - Crédit Suisse

I met with the top Manager, Dr. Reinhardt, and his
Assistant Manager, Dr. Alex Fankhauser, to speak about
possibilities of collaboration with IFC. The latter had
attended the BIAC luncheon in Paris in December at which I

spoke.

In addition, we spoke of the possibilities of
collaboration with APPI (International Association for the
Promotion and Protection of Private Foreign Investments) of
which Dr. Reinhardt is President. This is perhaps the most
prestigious private organization, seeking to protect and
extend the interests of private enterprise working in the
underdeveloped countries. A list of their members 1s attached.

APPI will invite me to speak at a forthcoming meeting.
In the meentime, they would like me to see their Secretary-General
in The Hague. In partigular, they would like to exchange inform-
ation on incentives and disincentives to private investment in
the underdeveloped countries. They would particularly like to
meet any IFC people ¢m&ns to Europe who are knowledgeable about
India.

1 promised to send our one-page memorandum and Annual
Report. e

ce: Mr. J.M, Keams

Enec. HA @\.wz%u
_Ricbond’s



MEMBERS OF THE DIRECTING COMMITTEE

Dr. Eberhard Reinhardt,
President "
Mr. Hermann J. Abs

The Marques de Bolargue

Dr. Carle Bombieri

Mr. Arthur H. Dean

Mr. J. de Fouchier

Mr. Sumic Hara

Mr. John D. Harper

Mr. J. K. Jamieson

H.E. Mr. René Massigli
Mr. W. Earle Mclaughlin
Mr. J. Melander

Mr. Victor de Metz

Mr. M. Nokin
Mr. R. W. Norman

Sir Duncan Oppenheim

(in alphabetical order)
1 July 1970

Chief General Manager
of the Swiss Credit Bank

Chairman of the Supervisory Board,
Deutsche Bank AG

Chairman of the Board of
Directors and President of
the Executive Committee,
Banco Urquijo

Managing Director,
Banca Commerciale [taliana

Senior Partner
Sullivan & Cromwell, New York

President of the Compagnie
Financiére and of the Bangue
de Paris et des Pays-Bas

President of the Bank of Tokyo Ltd.

President of the
Aluminum Company of America

Chairman of the Board of
Directors of the

Standard Oil Company {New Jersey)

Ambassadeur de France

Chairman and President of
The Royal Bank of Canada

Managing Director
Den norske Creditbenk

Ingénieur en Chef au Corps
des Mines and Chairman and
President of the Compagnle
Frangaise des Pétroles

Governor of the
Société Générale de Belgique

General Manager
Bank of New South Wales

President of the Board of
Directors of the
British-American Tobacco
Company Ltd.

Switzerland
Germany

Spain

Italy”

United States
France

Japan

United States
United States
France
Canada
Norway

France

Belgium
Australia

United Kingdom

Sir Frank Roberts

Mr. A. W. Rost Onnes

Mr. George Russell

The Rt. MHon. Lord
Shawcross of Friston,
PC, QC.

Mr. F. A, Smets

Mr. Charles M. Spofford

Mr. D. U. Stikker
Mr. Bent Suenson

Dr. Gerd Tacke

Dr. Heinrich Treichl

Dr. h. c. Th. Waldesbihl

Dr. Marcus Wallenberg

Mr. Leo D. Welch

Advisory Director of Unilever Ltd.
Adviser on Internaticnal Affairs to
the Corporation of Lloyds

Directer of Dunlops

Managing Director of the
Algemene Bank Nederiand N.V.

Vice-Chairman of the
Board of Directors,
General Motors Corporation

Director of The “Shell”
Transport and Trading Company
Ltd. and other companies and
former President of the Board
of Trade

Vice-Chairman, Managing Director,
Banque de Bruxelles

Senior partner,
Davis Polk Wardwell
Sunderland & Kiendl, New York

Chairman, Privatbanken |
Kjobenhavn A/$

President and Chief Executive
Officer,
Siemens Aktiengesellschaft

Member of the Managing Board,
Creditanstalt-Bankverein

Member of the Board of Directors,
Nestlé Alimentana, S.A.

Chairman of the Board
Stockholms Enskilda Bank,
Stockholm

Director of various corporaticns

United Kingdom

Netherlands

United States

United Kingdom

Belgium

United States

Netherlands
Denmark

Germany

Austria

Switzerland

Sweden

United States

Note: The Directors are elected in a perscnal capecity and because of their
public activities, and not as representatives of any financial or industrial
interests with which they may be connected.
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ASSOCIATION INTERNATIONALE POUR LA PROMOTION ET WPl
LA PROTECTION DES INVESTISSEMENTS PRIVES EN TERRITOIRES ETRANGERS

Genave, Suisse

L. H. SANDBERG

. Administrater
Cables: APPl, The Hague 7A Nieuwe Parklaan
Telephone: (070) 5449 44 The Hague, Holland
35/70 30 July, 1970

To: MEMBERS OF THE APPI
4

The attached paper has been prepared for the use of those Members
of the APPI .who desire some information about the dealings by
international organisations with matters concerning private foreign
investment.

For this purpose a brief description is given of a few highly
topicéi subjects and the way in which they are dealt with by a
number of such organisations.

In making our choice, haphazard as it perhapst is, we had no inten-
tion other than to acquaint our Members with a few matters which
are of specific interest to the APPI, and to provide them with

some clues which may guide them in a field which, to a great extent,
is reserved for specialists, '

The problems highlighted in the paper concern the position and
function of private foreign investment in general. The scope of
the paper does not therefore extend to the extremely important work
being done by bodies such as IFC and ADELA, which are concerned

with the development and realisation of investment opportunities
rather than with the problems referred to above,

Wherever appropriate we have mentioned those lembers of the two

APPI Committees who are more directly involved in the activities
of the organisations described in this paper.,

L. H. SANDBERG
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FORM N"')i 26
(4- 69
INTERNATIONAL DEVELOPMENT INTERNATIONAL BANK FOR INTERNATIONAL FINANCE
ASSOCIATION RECONSTRUCTION AND DEVELOPMENT CORPORATION
INCOMING CABLE
DATE AND TIME MAY 22, 1970 ROUTING
OF CABLE:
ITT TELEX / 22
LOG NO.: ACTION COPY: MRS. BOSKEY
INTBAFRAD
TO: INPUH%A’EIO%I\{X
STOCKHOLM A
FROM: DECODED BY:
TEXT:

FOR MRS, BOSKEY
IN VIEW APPI MEETING ZUERTCH 28 - 29 JUNE ANXTOUS OBTAIN LATEST
INFORMATTON MULTTLATERAL INVESTMENT GUARANTEE SCHEME ENQUIRY
RE 10SS-CHARING ETC, MAY I CALL YOU BY TELEPHONE MAY 277 MY
CABLE ADDRESS NITTON STOCKHOLM BEST REGARDS

HUGO LINDGREN

1100Y NITTON S

v

As received

FOR INFORMATION REGARDING INCOMING CABLES, PLEASE CALL THE COMMUNICATIONS SECTION, EXT. 2021

DUPLICATE
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Dear Irenes

February 10, 1970

On my return from Italy I found your letter
of December 31 and thank you for the information

which I have passed on to the "proper quarters.®

Rysia and I will be in New York for the

whole of next week and look forward to seeing you

I‘lin.

Miss Irene Winkelman
One Rockefeller Plaza
New York, N.¥Y. 10020

Very sincerely yours,

Federico Qonsolo
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October 6, 1969

Mr. E. Reinhardt /
President

APPI

92, rue du Rhone
120L Geneva
Switzerland

Dear Mr. Re :

Mr. McNamara has asked me to acknowledge your letter of
September 26,/concerning the draft Articles of Agreement for an
International Investment Insurance Agency, with which was enclosed
a copy of a memorandum which your Association (APPI) submitted to
the Pearson Commission.

~ We agree with APPI that it should not be a condition of the
scheme's effectiveness that all of the capital-exporting member
countries of the World Bank adhere to it at the outset. Indeed,
as you know, under the terms of the presemt draft the Agreement
would come into force with a minimum of five such members (plus
at least 10 developing country members). However, several of the
countries which have indicated their support in principle of the
investment insurance scheme have also stated that they consider it
important that the Agency's initial membership include the larger
of the capital-exporting countries. It is primarily for this rea-
son that, given the announced intention of Germany, Japan and the
United Kingdom not to become initial participants in the scheme,
discussion of the second draft of Articles has been postponed until
the position of the United States could be ascertained.

It is our understanding that, in expressing the view that it
is "vital that the scheme be devised so as to generate a favourable
investment climate" and that it is "essential ... that foreign in-
vestors be treated by host countries in accordance with the pertinent
rules of internmational law", APPI intends to suggest, as it proposed
in its earlier comments to the Bank and in the memorandum to the
Pearson Commission, that the Articles should provide for more favor-
able treatment of insurance covering investments to be made in a
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country which has entered into an investment protection agreement. As
to this, I can only refer you to the explanatory statement on page 6
of Annex B to the 1968 draft of Articles, that it was the consensus of

sions of the Articles concerning eligibility for insurance should not
refer explicitly to treatment of foreign investors, but that the ab-
sence of such a reference was not intended to preclude the Agency from
taking the situation into account. Indeed, it may be assumed that,
before issuing insurance, the Agency would satisfy itself that the
foreign investment climate in the particular host country was not such
as to create an undue risk of loss.

I might add that this issue, like all others, is not yet foreclosed,
nor will it be until the final text of the Articles is approved by the
Executive Directors for submission to governments. Although the indiea-
tions thus far have been that the developing countries are opposed to a
charter provision and that, in the light of that attitude, the capital-
exporting countries do not consider an explicit provision essential, it
is certainly open to any country to raise the issue again. As you know,
the only developed country which felt strongly that thers should be a
charter provision is Germany, which has repeatedly emphasized its inten-
tion not to join the Agency.

Finally, there is the question of host country partieipation in
loss-sharing. I believe APPI is fully familiar with the histery of the
loss-sharing provision. This issue, too, remains open. As noted in
Annex B to the 1968 draft, some members of the Committee of the Whole
felt that capital-importing countries should accept some liability for
losses; the Alternate U.5. Executive Director, whose views were set
forth in a separate paper, expressed the hope that the developing coun-
tries would participate in the scheme financially, at least to the ex-
tent of sharing administrative expenses. As you may have seen, the
report of the Pearson Commission, in proposing that talks leading to
the establishment of a multilateral investment insurance scheme "should
be pursued vigorously", comments that a "soundly based multilateral
system could ... involve both developed and developing countries in the
insurance risks". It may be that when and if the detailed provisions
of the draft Articles are discussed, the developing countries will be
prepared to agree to some share in losses. Certainly those members of
the Bank staff who have been concerned with the scheme would agree that
loss-sharing by all participants would be desirable if it could be
achieved.
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We have noted and we shall keep in mind APPI's kind offer to
submit detailed observations on an insurance scheme simpler in
form and more limited in scope than the one now under consideratiom,
should the Executive Directors conclude that a scheme along the
lines of the present draft but providing for loss-sharing by all
participants would net be feasible.

We appreciate APPI's continued interest in the proposal.

ogkey :tsb

Incoming letter and yellow copy to

1. Mr. Broches
2. Files
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LA PROTECTION DES INVESTISSEMENTS PRIVES EN TERRITOIRES ETRANGERS

92, RUE DU RHONE '- 1204 GENEVE (SUISSE) - TEL. GENEVE 761400 - CABLES: APPINT GENEVE

LE PRESIDENT

Mr. Robert S. McNamara
President
International Bank for Reconstruction
and Development s
1818 H Street NWN.W. u/f
WASHINGTON, D.C. 20433
U.S.4. 26 September 1969

Dear Mr. McNamara,

I may refer to the comments of this Association (APP1) submitted
at the invitation of your Staff, in March 1967 and in December 1968
on the first and second drafts respectively of the Articles of
Agreement for an International Investment Insurance Agency.

We summarized our views on this matter in mid-June 1969 in a
memorandum submitted, by invitation, to the Staff of the Pearson
Commission on International Development on measures that capital-
exporting countries should take to stimulate a greater flow of private
foreign investment towards the developing countries. For convenience,
please find attached paragraphs 41-45 of this memorandum dealing with
the proposed International Investment Insurance Agency.

The APPI believe that the establishment of the proposed Agency
will be an important step in the stimulation of a greater flow of
private capital towards the developing countries. In this general
respect, I may emphasize three major points:

i) The APPI believe that the fact that only a limited number of
capital-exporting countries may wish to adhere at the outset, should
not be allowed to prevent the scheme from becoming effective.

i1) It is vital that the scheme bé devised so as to generate a
favourable investment climate. Therefore essential to the whole
operation, is that foreign investors be treated by host countries in

CETTE ASSOCIATION IOUIT DU STATUT CONSULTATIF AUPRES DU COMSEIL ECONOMIGUE ET SOCIAL DES NATIONS UNIES
ET AUPRES DE L'ORGANISATION DES NATIONS UNIES POUR LE DEVELOPPEMENT INDUSTRIEL
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accordance with the pertinent rules of international law.

1iii) The participation by all member countries of the Agency in
the financial obligations is a vital requirement. Specifically,
host countries should be required to participate at least to some
extent in loss-sharing.

We are concerned about the slow progress being made with regard
to the proposed Agency and wish to urge that discussion of the second
draft of the Articles of Agreement be actively pursued notwithstanding
the present hesitancy on the part of some capiltal-exporting countries.

Unless the fundamental principle of loss-sharing is introduced,
there would hardly seem to be sufficient justification for the
formidable efforts to create the Agency beside the growing network
of national insurance schemes. Instead, it would in the opinion of
the APPI be preferable to concentrate on the establishment of a
simpler multilateral scheme which would have two specific purposes of
practical value and of increasing importance both to investors and
to the developing countries namely multinational investments and
reinsurance.

A multilateral scheme would be useful for multinational investments
of the consortium type for two reasons. One is that only such a scheme
could provide coverage for the enterprise established in a particular
country by a multinational consortium and the other is that without
such a scheme participants in a consortium become involved in very
considerable negotiating difficulties given the different requirements
of national investment guarantee systems.

A multilateral scheme could also be used for the reinsurance of
risks covered under national systems. Some of the national systems
have low financial ceilings and reinsurance facilities would provide
for expansion.



If the further consideration by the Bank's Executive Directors
leads to the conclusion that a fullyfledged scheme with loss-
sharing by all participants is not feasible, and that a simplified
scheme for the abovementioned purposes would be a useful mechanism,
the APPI would be glad to submit to your Staff, in due course,
detailed observations.

Yours very truly,

E. Reinhardt



The proposed- International Investment Insurance Agency

41, The APPI believes that the establishment of the proposed'
International Investment. Insurance Agency will be an dimportant siep
in the stimulation of ‘a greater flow of private capital towards the
developing countries, provided that the scheme be devised so as to
generate a favourable investment climate. Therefore, essential %o
the whele operation is that foreign investors be treated by host
gountries in accordance with the pertinent rules of international
law. The Agency is only concerned with "new investments", but these
will not be attracted - even under a multilateral guarantee scheme -
to countries which do not afford proper protection to existing '

investments.

42. Specifically, the APPI urges that the industrialized
countries should insist that in the Articles of Agreement it be
provided that the Agency should give more favourable treatment

(e.g, rebates in premium, higher percentage of Qoverage) in respect
of insurance in host countries where the government has concluded
with the government of the investor concerned, a bilateral investment
promotion and protection agreement based upon the‘principles qf

international law.

43. Unless the fundamental principle of a modicum of loss-
sharing by all participants .in the Agency is accepted, the APFI
suggests that the capital-exporting countries should concentrate

on and take & positive attitude towards a simplified multilateral
scheme which would have two specific purposes of practical value

and of increasing importance both to investors and to the developing

countries.-

44. Firdtly,'for multinatioﬂél investments. Private development
financing drawn from multinational sources will become more prevalent.
Investment through consortia facilitates the financing of large
projects and thus adds to the flow of new capital towards the
developing countries. A multilateral scheme would be useful for
multinational investments of the consortium type for two reasons.

One is .that only a multilateral scheme can provide coverage for the

enterprise established in a particular country by a multinational
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consortium. Whilst the participants in the consortium would be able
tc cbtain insurance cover for their share interest under their
respectivermational schemes, the enterprise itself established by
them would mot. “The other is that each participant in such a
consortium ‘i's obliged to insist on special terms in order to satisfy
the requirements of its national scheme. Such terms are almost
invariably mutually inconsistent, thereby creating great negotiating

difficulties for multinational consortia.

45 Secondlj, a multllateral scheme could be used for the
relnsurance of risks covered under natlonal schemes. Relnsurance
is galnlng in importance because ‘some of the recently enacted
national schemes have Tow flnanclal cell1ngs. Thus, relnsurance

facllltles would pr0v1de for expan51on.
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Mr. William Clark Pans, July 18, 1969

A, Broches

"Agsociation Internationale pour la Promotion et la
Protection des Investissements Prives en
Territoires Etrangers (A.P.P.I.)"

With reference to my note to you on the subject of
the dinner to be given by the directing committee of A.P.P.I.,
I am sending You attached the list of members of that
committee as of June 1, 1968.

'a-éﬁ_anl-l.ad.ad.\-}uj e Dy

Att.



The 'Wond Bank Group

/7 _
\'s’ Record Removal Notice Archives

File Title
Bank Administration and Policy - Association of International Study for the Promotion and Protection
of Private Investment - 1969 / 1971 Correspondence

Barcode No.

1056750

Document Date Document Type

June 24, July 11, 1969 Letter

Correspondents / Participants

Mr. Michael Brandon, Association Internationale pour la Promotion et la Protection des Investissements Prives en Territoires Etrangers; and R.B.J.
Richards, General Counsel and Mr. Martin Rosen, Executive Vice President, International Finance Corporation

Subject / Title
[Letter of June 24 regarding IFC, investment incentives]

Exception(s)
Information Provided by Member Countries or Third Parties in Confidence

Additional Comments

The item(s) identified above has/have been
removed in accordance with The World Bank
Policy on Access to Information or other
disclosure policies of the World Bank Group.

Withdrawn by Date
Kim Brenner-Delp August 21, 2023

Archives 01 (March 2017)




ASSOCIATION [INTERNATIONALE POUR LA PROMOTION ET
LA PROTECTION DES INVESTISSEMENTS PRIVES EN TERRITOIRES ETRANGERS

92, RUE DU RHONE - 1204 GENEVE (SUISSE) - TEL. GENEVE 76 1400 - CABLES: APPINT GENEVE

SECRETAIRE EXECUTIF

e 266/69 MICHAEL BRANDON

Mrg, Shirley Boskey,
Development Services Department,
International Bank for Reconstruction
and Development,
1818 H Street N.V.,
Washington D.C. 20433, 1l April 1969

Dear Mrs. Boskey,

We have a meeting of our Directing Committee in Vienna
in early May.

I should very much appreciate it, for the purposes of
such meeting, if you could kindly let me know the current
gituation concerning the draft Articles of Agreement for
the International Investment Insurance Agency. Do you in
particular plan to have the present examination completed
by the time of the 1969 Annual Meetings?

I shall hope to see you later this year since the next
meeting of the APPI's Directing Committee will be held in
New York on 25-26 September, In the meantime, I look forward
to hearing from you and send my best thanks in advance.

With kind regards,

Yours sincerely,

CETTE ASSOCIATION IOUIT DU STATUT CONSULTATIF AUPRES DU CONSEIL ECONOMIQUE ET SOCIAL DES NATIONS UNIES
ET AUPRES DE L'ORGANISATION DES NATIONS UNIES POUR LE DEVELOPPEMENT INDUSTRIEL
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Dear Mr. Brandon:

I am replying to your letter of April 11 (266/69), asking
for information on the current status of the draft Articles of
Agreement for an international investment insurance agency, in
particular whether the review of the second draft will be com-
pleted by the time of the 1969 Annual Meetings.

I am sure that it will not be. In my letter to you of
September 6, 1968, I said that the Directors would not begin
to take up the new draft until the middle of Ngvember at the
earliest, However, while some Directors had received the views
of their governments by the end of the year, a number of gov-
ernments, including the United States, had not at that time
formulated a position. It now appears that we shall not know
before the beginning of May whether enough governments continue
to be interested in the scheme to warrant proceeding with con-
sideration by the Executive Directors of the provisions of the
second draft. Assuming that it is decided to go ahead, the
scheduls of the Executive Directors, which is already crowded
with operational and other matters, and which will be inter-
rupted by the usual two-week summer recess, will surely not
permit completion of the review by the fall.

Sincerely,

o

Shirley Boskey
Development Services Department

Mr. Michael Brandon, Secretary

International Association for the
Promotion and Protection of
Private Foreign Investments

92 rue du Rhone

120 Geneva, Switzerland

SEBoskey :tsb



