13 Statement Announcing United States Policy on
Economic Assistance and Investment Security

in Developing Nations. January 19, 1972

WE LIVE in an age that rightly attaches
very high importance to economic devel-
opment. The people of the developing
societies in particular see in their own
economic development the path to fulfill-

human aspirations. The United States

continues to support wholeheartedly, as
we have done for decades, the efforts of

those societies to grow economically—out
of our deep conviction that, as I said in my
Inaugural Address, "To go forward at all
is o go forward together”; that the well-
being of mankind is in the final analysis
indivisible; and’ that a better fed, better
clothed, healthier, and more literate world
will be & more peaceful world as well.
Aswem:gn,thueﬁen,!thmkn

grams, financing in the form of taxes paid
by ordinary Americans at ajl income levels
nmdewaﬂnbhtohelppwphinoﬂm-

As to our hilatera] economic program,
it is my intention to seek a regular and
adequate fiscal year 1972 appropriation to
replace the present interim financing ar-
rangement which expires February 2s. 1
urge that this be one of the first items ad-
dressed and completed by the Congres
after it reconvenes. Looking beyond this
immediate need, I hope the Congress will
give early attention to the proposals which
I submitted last yesr to reform our foreign
amistance prograzns to meet the challenges
of the seventies,

In regard to our participation in muld.
Interal institutions, I attach the highest
importance to meeting in full the financial
pledges we mh. In rg70, the United



Development Bank. Our coatributions to
this Bank represent our most concrete

fonnofmpponfonagwmldwebpmmt
in Latin America. While the

appmpuualﬁnmgforﬂ:ehnkhe-
fore the recess, it is urgent that the integ-
rity of this international agreement be
preserved through providing the needed

Payments in full.
These Inter-American Bank contribu-

tions—together with our vital contribu-
tions to the International Development
Association, the World Bank, and the
Asian Development Bank—are the heart
of my, announced policy of channeling
substantial resources for development
through these experienced and technically
latter contributions also require prompt
legislative action, and T look to the Con-
gress to demonstrate to other nations that
the United States will continue its

I also wish to make clear the approach
of this Administration to the role of pri-
vate investment in developing countries,
andinplrﬁmhrtomdﬂnjnrpmb-
lems affecting such private investment:
upholding accepted principles of inter-
national law in the face of expropristions
without adequate cormpensation.

A principal objective of foreign eco-
nomic amistance programs is to assist de-
veloping countries in attracting private
" investment. A nation’s ability to compete
for this scarce and vital developraent in-
gredient is improved by programs which
develop economnic infrastructure, increase
literacy, and raise health standards, Pri-
vate investment, as a carrier of technology,
of trade opportunities, and of capital it-
self, in turn becomes s major factor in

promoting industrial and agricultural de-
velopment, Further, a significant flow of
private foreign capital stimulates the
mobilization and formation of domestic

A sort of symbhiosis exists—with govern-
ment aid efforts not only speeding the flow
d,bm-cmllydgpmdmgfortharams

over time, or cease to be available. Mutual
benefit is thus the sine qua non of success-
ful foreign private investment.

Unfortunately, for all concerned, these
virtually axiomatic views on the beneficial
role of and necessary conditions for pri-
vate capital have been challenged in
recent and important instances. United
States enterprises, and those of many other
contracts negotiated in good faith, and
within the establithed legal codes of cer-
tain foreign countries, have found their
contracts revoked and their asets seized
with inadequate compensation, or with no
compensation.

Such actions by other governments are
wasteful from a resource standpoint,
shortsighted considering their adverse
effects on the flow of private investrnent
funds framn all sources, and unfair to the
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'I'hewudem of any expropriation is
questionsble, even when adequate com-
pensation is paid. The resources diverted
to compensate investments that are al-
ready producing employment and taxes
often could be used more productively
to finance new investment in the domestic
economy, particularly in sress of high so-
cial priarity to which foreign capital does



not always flow. Consequently, countries
that expropriate often postpone the attain-
mdthmmdevdopmntgoab.s&ll
more unfairly, expropriations in one de-

velopmgmmu'ymanddompmﬂn
investment chm:temothnrdevabpmg

countries.

Inhghtofa.uthn,:tmwmm-
penative to state—to our citizens and to
other nations—the policy of this Govern-
ment in future situations involving ex-
propriatory acts.

1. Under internationa] law, the United

States has a right to expect:
—that any. taking of American private
property will be nondiscriminatory;
—that it will be for a public purpose;
and
—that its citizens will receive prompt,
adequau,lndtﬁmmm
from the country.
Thus, when 2 country expropriates a
significant U.S. interest without making
-reasonable provision for such compensa-
tion to U.S. citizens, we will presume that
the United States will not extend new
bilateral econcmic benefits to the expro-
priating country unless and until it is
determined that the country is taking rea-
sonahle steps to provide adequate com-
pensation, or that there are major factors
affecting U.S. interests which require con-
tinuance of all or part of these beneSits,
2. In the face of the expropriatory cir-
cumstances just described, we will presune
that the US. Government will withhold
its support fram loans under considera-
tion in multilaters! development banks.
8- Humanitarian assistance will, d

4- In order to carry out this policy effec-
tively, I have directed that each potential
expropriation case be followed closely. A

special interagency group will be estab-
lished under the Council on International

Economic Policy to review such cases and
to recommend courses of action for the
US. Government.

5. The Departments of State, Treasury,
and Commerce are increasing their inter-
change of views with the business com-
munity on problems relating to private
U.S. investment abroad in order 10 im-
prove government and business awareness
of each other’s concerns, actions, and
plans. The Department of State has set up
a special office to follow expropriation
cases in support of the Council on Inter-

6. Since these isues are of concern to a
broad portion of the international com-
mumty,ﬁ:eU.S.Gommmtwﬂlm

matters t0 work out effective measures for

deaﬁngwiththuapmbhumlmulﬁ-
Iateral basis.

World Bank Group, the Inter-American
Development Bank, and the Asisn Devel-
opment Bank--to achieve a mutually
beneficial investment atmosphere. The
often assisted in the settlement of invest-
ment disputes, and we expect they will
continue to do 0.

8. One way to make reasonable provi-
sion for just compensation in an expro-
pristion dispute is to refer the dispute to
international adjudication or arbitration.
Firm agreement in advance on dispute
mm::m:mm



ing International Center for the Settle-
ment of Investment Disputes within the
World Bank Group, as well as the estab-
Ishment in the very near future of the In-
ternational Investment Jnsurance Agency,
now under discussion in the World Bank
Group. The Overseas Private Investment
Corporation will make every effort to in-
corporate independent dispute settlement
procedures in its new insurance and guar-
sntee agreemnents.

I announce these decisions because 1
believe there should be no uncertainty
regarding U.S. policy. The adoption by
the U.S. Government of this palicy is con-
sistent with international law. The policy
will be implemented within the frame-
work of existing domestic law until the
Congress modifies present statutes, along

the lines already propoued by this Ad-
ministration. The United States fully re-
spects the sovereign rights of others, but it
will not ignore actions prejudicial to the
rule of law and iegitimate U.S. interest.
Finally, as we lock beyond our proper
national interests to the larger considera-
tions of the world interest, let us not forget
that only within a framework of interna-
tional Iaw will the developed nations be
able to provide increasing support for the
aspirations of our less developed neighbors
around the world.
wore: On the same day, the 'White House to-
leased the anscript of & news bxiefing on the
Prusident’s policy statement by Peter G. Pyter-
son, Emacutive Dirsctor, Council on Interna.
tional Econnmic Policy.



