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To 

From: 

U.S. DEPARTMENT OF COMMERCE 
EXECUTIVE ASSISTANT TO THE SECRETARY 

3/19/69 

Hon. Arthur Burns 

J. T. Dykman 

Through an administrative oversight, 
we failed to send your office a copy 
of the attached letter to Secretary 
Rogers from Secretary Stans. 

The attached is in reference to the 
President 1s memorandum of Feb. 13 
to Secretary Rogers and is in 
connection with Section XVIII-2, 
Foreign Aid, of your report. 

Attachment 
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Honorable William :P. Rcc;0rs 
Dccrotar~t of St2tc 
Washington, D. C. 20520 

The Pres:i.cicnt ho.s n::ilr:.ed 11c to trc:.:~iar.:i t to you this DcP.3.1·t1;1cnt' s views 
on the p:.'Oj_)O.Jc.l fo:::- c. :;?cJ.Gro.lly-cl:D,:::·-te:r8d :p:ri V3.te enterJ?:.•i::;c co:.·1,ora-
tion to prc::1ote 1n~i vate invesi;;::;.ent in the dcvelopiue cotmt:cieG. 

I li:-x1re accor11insly :J.:fr~eo. my .:·ca.ii' to :rcv'lew· the proposal r:tc:::cn-i:;0d. in 
t!ie llc1;ort o:·? t.l1e Ix1te:ri~'!ctt~io11~?..l }\~~i 1-~1tc Inve0tment ActvitJo:c~)r Cc:: .. 1:1cil 
(IPIAC) ent.it.lod 111·1:.e CQ.sc for c. U.S4 Overseas Private fute:.·i:.cise 
Devclo}:i:"1cn . ..t~ Co:.'.:rJ:ir2.tio11~ u I 1~6.2~~'lr.;ti~:1d tl1at the IJ?Ii.C :>roro~;:.l ts 
c::::Jentially the :sarr,c ao the one r.t"1..v:.:..nced by Senator Javltc :.1.m"i. 
i11cJ..ud.cc1 :i.11 tl1c fu:0.ft. pr01~csr.1l :to2.,. c:reatin.c a Dep3..11""Cra.:n:C of ?C::--,..cc. 
I am tr:1nc;:xl.i --ctins a copy of the r;ta:ff review with this lcttr.:r c.,nd 
hope you will find :1. t of' :l.1-.:c2r:2:1c.t. 

J..-:y prcl:1.r1in2,:::'y jt:d.2:).':cnt is thc:c there is sc2-nt evidence th:::.t, t:.:c pro-
posed co:;:-IlOr<.2.tion will help .sic;:-:.iflcantly to stimulo:te new pr:i.v,: ·i:,c 
ac:-c:!.vity in the diJvolo::?inc co·,mtr::c!3 or ir:1:xi.rt 1.1. new di:i:cctlo:1 ·co u.:3. 
foreign 3,ssistc,11ce r,:co:3ro.:;1a. ':::ho;:;0 ob;jccti ves, I 1)cliCV\?., arc f,'J,::.•G..-
11ou.:--1t~, in ar1y co:1sitlc:-c.:;..tic~ o-: a ct.i:;..rl.~C i11 U.S. for~i::_:11 r:t.ccist~J.:;:.:~ 
machinery. 

/ 

.Mo:ceover, I can i'o:c:.::zce so:;1e possi ;,.;le o.isadvantages in c:tea. tir;.g a.1.1 
in<J .. e1.,c11.cl .. Gr1t co~-1i;o::.~r\t.:tcn to caJ:r~1' on. so:ne c11rrent aosist~, :-i.:-1ee acti vi-
tieo. Present coo::.,c:.L::::.tion o-:: rcl,~vant Government proc:.:CJJ;'ls :l.21 tho 
corCT:,crcial ancl b~·.1::1.~:cc o"i.' r:\y-,."l<:ntr; a_reo.s, neccszc..J..,.J to hell:> r.:::::ct 
bro.:i,ci.er nation::-;l o1:ijcct::.v0[3 1 r,-iic:c,.t. ·0e lost by the propo~cd clnnc:::. 
I ,,ro1.1.J..d a .. lso c:(!_X:ct acr;Je rtfJ_·ti.,.·:;:1~i3c 1\:~:·;erc11csions :Cro:u c.11;/ at .. tc~·i1~y:.:, to 
set up a new entity ou-cc:i.de usual ·::>uu.getury controls and to L1vei:t 
it ,ri th bo:-rry;-rinc n.uthcrit:,· o 

O::. ba.lo.ncc o.nd. c;iven the weic;l1.t. of' other relevant consiJ.cra"-:;::.om1_. I 
would not. f"nvor crcat:l.on of a private entcr11rise corporation on the 
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::: .·:~~::: ~.::.."o::o s:~l. I ~7,:;11l{;_, 
~""::.,Ic~· oi.• r:.-.. fr-c:nJ1;) }!".:..""ii/.:: .. tc 

!"':O"\!C'\;--..:_;:r· !t \•:·~rl'~ 

C .1<;c :~:;:J:-i 2-C 
app1~0.:{c11 t0 r'".2.:;~it.,.;; (ic.··.re;lc~~;:.:.-:.:: co:_::/c:·.\/ p:. .. ctilcrt~3 a,r;.cl 1:c.,~ld. Ci:•.::-J::iG::'<; r::. 
u. f) . ;):.-l "'V3.t.c Ct.2'..1810:;..:·~c:r:; co~.4 :;:):~D.:t:.~:.;:: -t,[.;.::-a.:':; \-lOUld o·irel"CC:'.:G t.::~ ::.;1'0~).L~::1.S 
8..n<l ob:,cct,:Lc:-1c ctrCl:l·c~~c. ~·~:ie,--:1;:., 

Bi;.1c~::-0ly yom·s, 

.. 



Propos_al 

1. T'ne nost recent fo:::·mulation of t;he proposal for creatine an inde-
pendent private ente::..•prise inv,:::stmcnt co:·poration within the Fecl.,e1·ul 
establisbment is presented in the Report of the Internationo.l Private 
Invest::nent Advisory Council ( IPIAC) e;.1ti tled 111l1'ne case for a U.S. 
<r.re:1·seas Private Enterprise Develop:nent Corporation." In essence, the 
proposed co::::poration woulcl (c..) take over AID's present :private invezt-
ment, insurance, investment; prc-,,1otion, e.nd private financing activitles; 
(b) be authorized to borrow both fro-:n the Treasury and in the capital 
markets, bacl:ed by f'ull U. s. Gove:rr.:.rr.ent guarantees; ( c) te assicned. the 
proceeds of certs.in out.ccand.inG AID loans and guarantees; and (d) oper-
ate outside present civ:Ll C:.!l'Vice ree;u.lations , budGetary li:n:i.t2.tj_ons, 
and inter-agency and intra-AID ch::arances and safeguardo . 

2. A corporate structu:i:-e is reca«anended. by IPIAC on grounds ·that the • 
functions to be e.ssun:ed (a) are of a business-like nature; (b) are reve-
nue producing and Joten-tially self'-susto.ining; (c) involve extensive. 
dealings with the public; e.nd (d) require greater flexibility th::tn 
afforded by annual bu:ir;etn e.nd approp:-dations , civil se1·vice rez,ulations, 
and inter-agency coordination. 

Assessment 

3. Stimulo.tine private investnent and entrepreneurial skills in the 
developing countries i3 of undoubted. ir.;.portance to the United Statec. 
However, this objective must be weie;hed against competing a:1d contr·adic-
tory reso\lrce clerr.m'lds a;2d p:::-ogrc,m o'ojccti ves, including an improvemer..t 
i::i the U.S. balance of payments ana. the application of limited capital 
resources to do,i1es,dc needs. To :move ahea(l with a private investment 
corporation at this time would be to prejudge relative national 
priorities. 

1~. It is equally i::ru,ortant; to give new focus and direction to U.S. 
foreign a.soi stance :prograrr.s. :-Iowever, the proposed corporation would 
re1)resent ma:i.nly a rec;roupin:::; o-: e:x:int:tng pro3rams and would seem to 
lack any real or app::i.rent. n0w init:'rntives or direction. 

5. The pi·incipal advantage to be gc.ined from the proposal is e;reater 
overall f'lcx:.bllity. Co;.•:por2:ce cto:tus would provide non-appropdated 
fundinc; and freedom f'ron! stric-'cm•es preeently operative over the bread 
range of li'ede:~al :p1·03:ro;:11s. An a'tte~pt to secure borrowing authority 
for a new Government corporation would likely encounter traditional 
Congressional opposi tj_on to 11 bs,ck-c1oo:::n s:9ending and might even reor,en 
this issue, with potentially adverse repercussions en the Exim.bcml-: ancJ. 
other affected agencies. If 2.dn:i.nistre.tive and budgetary flexibility 
is essential to the su_ccess o:i:' the investment, guarantee, insure.nee, 



e.nd crcdi t proe;J::'oxcs, co:1:.:.:i.dcro.'e,:l.on :might be given to lad.gin[; these • 
act:l vi tie fl in the :::~:di:ib,:~r::~. ~Che ?,:r.k I s pre ncmt crccli t and e;ua.r::.w{cce 
operations involve c:::,::s;:rt:.c.}J_y the: s::.:,_,r1c -~Yl)e oi' project, econor.11c, 
und i'incmcial ano.lys:::.s rcc:_u.i:..'e:d i'oJ.' :Lnventment, g'J.arantecs; and the 
}?.g,nk has the high quality, i,1°oi'ez:::::lc,:-ial staff that IP:rt.C would ho}.}e 
could be a"t.t1·acted. by 'tihc nc,;r cor1"0:~·ation. !-101.'eove:r, m~escnt intc:.·-
uc;ency elearance and. coorC.irnlt:ton arrangements, while timc-cons1u;1inG, 
seek to cnsm.·0 t:,at u.s. u;:;s:.::(c<-::,;::,ce p1•ogl•2.1:1s operate in a wa,y th'.J.t 
serve a broo.de:r: s1x::ct1·-ur.1 of n.:-~t:tonal :policies objecti vcs. .A c.::.sc in 
point is the 11add..i. t:l.o:1ali-t:/ 1 cf:Eo:.:·t uh:Lch is intended to ensure thc:t 
con:r.:icrcinl e:q1orts are not. dis:._:l:;i.ced. by aid-ftnanced tnuu::action~, 
with ccncequ:.::~1t aC.verse l>ala.nce o:i.' F\J:nents effects. 'D.1is ncd:;iono.l 
policy ~,uJ.'vicw and. :l.nflncncc ,rculd li!:ely be lost if o,n i:1.dcr,-c.::Idcnt 
corporation wcrp er;;·l;ablioh12!d to co.1·1·y on certo..in f'oreic;n assietanee 
proc;rn.m.G. 

6. The basic ob.jec'tive of the p:ro:oooed corporation is p·cezrn:2ed to be 
the stiEJ.t:.Js:>..tion of' p:ci v-ate invcs·.::.:0nt in the d.evelopinc countries. 
T"ne IPIAC report rccc2,T1izcs;, hrnrcvc::::', th9,t 11 organizi:-:1g a ne:,r co:r.i:ora-
tion co.nnot itscl:i:' d.i:..·cctly i:iroducc a quc1ntur.1 inc:ccaoe in the vollme 
of di:..~ect U.S. })riw.1.te co.pi-t:11 ::'lcws. 11 It goes on to s2,y tho:i; 11 bcttm:.• 
Ol1 gani:::.a:t:.ion .choulcl lca(l to bct~tcr s~::-2,f'f'tng and improved p:roc;r.:.1.ms •.•• 
and, over time, sh011ld. mobtl:l.zc sisu:i.f:i.co.nt increased new inv::str~c.1.t 

11 ----- --•·-- -. ·-·-··--~··~ ...... -- ---------- ---- -·--·------ -•---ec,ch yea:c . 1J.1his co:1clusion :L:, at v,:1-1.:-iance with the expe:rience o:c' tl1c 
rwmerous~;iri vate and public :Lnvcct-:!l.cmt developr10nt institut:Lcns in t!le 
Uni tec1 States and in o'i:,hcr countricr.; that a1·e already atte:m1;tin[:; the 
sa.:r.c ty:oe of investment rn·o:notion and ,!rtimulation --· i::1 many c2,ses 
·with AID financial support -- b~inG :;::.<oposed for this new co:.c::.:,oration. 

'T. E.,'{pc:-::-iencc of' t:1coe orc~cm:17.o.tions indicates that the basic problem 
in the privo.te irrve.~tr;-,ent c.:.:eo, is not o::i the Cc'..pito.l e1).pply r..irle but 
is the r~ucity of .. ww.1d ::c.nd 3.1o·t;c:i::tJ.clly-prof1 table investment O}?IJO:::'-
tuni Ues in the dcvolo:_)ing cou.nt:de::i. '\,foere gem1inc i:.,vestr:1cr.t o!)r,or-
tu..l'J.i ties exist, U.S. b1.:cs:ln2ss:11en r>,:r:e generally pretty ~uick to moYc in 
on them. Hence, the problem of g:i.·co..ter. priirate :i.nvest··:10nt in the 
d.evelor,ing countr·:::.er; ic no·::; r,;::•c,::cJ.y infll..wnccd by, or respon::;iyo to, 
the form of' the creclitor count:l'ic::: 1 invcntmcnt gua.rantcc/p:tc:no·!:;J.on 
vehlcle. Gi v~m these oix::02.•va.tions, there is reason to doubt that the 
c01·:!.)or5tion could d.o moz·e to ctir::l'.}JJ..te private invcs~ccnt t~1ccl'.! J\ID c::m 
do w:tth its proecn-t o:ce;o.nit:o..ticnal ,3tl"Ucturc . 

8. A furthc:r d:lf':t:tcv.lty 1rith the p:,:opozed corporation -- nnd 1-rl/ .... h the 
preccnt AID invc8tmcnt ef':fc1·t -·· is tlle :'o.ct that its invee;t1:,~nt 
d.eveloping-count?-'Y o.clento;t;:l.cn frtil:J -to comprehend the vievpo:tr..t r.nll 
e.pproa.ch of businesar1en int.c:i..'cstca. :ln undertakine oversc:.,_s acti vitic.'.3 . 
Comn:erce experience ~lith "the ~.i.S~ oun:;_ness community ind:i..co.tes tho.t 
businessmen do not focus w1rrm1l;-.r onfavcstment and on clevelo!)in-::; 
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countr:l.cs t;o -t.he exclusion of oths:.4 arco,s and alternative m:'.rkE/dnc; 
techniques. B:1sical2:,r, th'3i? :i:'ocuo is global, not only deve:lor_;::.ng 
cou;.1t:dcs; tl1c:.r ::i2:.zic ii1t2rest, is rnarl:e:t penetration; and. they view 
overseas businesn as a range of alternatives starting with exportinc;, 
extiencUng to ac,:ent. a:;::r-ar:gc:::E:1:ts o.wl licensine, and enclin3 po::,:.:;ibly 
with invent-;11ent. In o. substcm-tio.l m:rmber of cases, investment is, 
thcrci:'o:'.'e, a final sts,gc 1:-l:.ich ,i/J.y be re:::,ched only after a mar~:ct h,1.s 
been cxt.eusi vely tc::.-ted by exJorts. 

9. This global and ra.o!'e er;.cc~nr.3,3Si!lg view of overseas commercial 
:celationships is, in fact, mirro:::-e:cl in the range of scrvlces provided 
by Comiile rcc to the bu.cincot; co;.:mn.L."'lity . In addition to major p:·,:og:.·ams 
to provide ~senc::-o.l s.nd speci:fi.c inf'o:;:.--::ro.tion on overseas k8.rLctG, ·c.his 
Depa.rt:ment hns modest but :,,ctive j;n.vestment e.nd licensinc; i n:for-.nat.ion 
and promotion pr•o0rr:criJ.s wh::.ch gatl1e2· from all U. s. overseas r1ost3 -·· 
and p.3.rticul:::i,rly those in the c.cvcloping countries -- licensinr.:, joint 
venture and <'Ll.rcc·c invectmcnt :9:::-oposals which are wid.ely dlsse1:Lnc.tcd 
through :publications c.nd clirect contacts to business firms expressly" 
or poterrtial3-y in:be::.·0sted in such overseas ventures. These p1·ocrc::.:~s ,, 
which handled some 2,l~OO licens:'..ng o.no. investment proposals in F'I 1963., 
were assignccl to the Co:':1n1e:.~ce D2:r.a:r.t:.::1en-t by the Foreign Assictancc Act 
of 1961 (as amend.eel) and Execut;ive Order No. 10973 (as mnencJ.ed) in 
recognition of 'Ghc DerJ3.rtmcii:t' s ext.ensi ve conta c:ts with and. k,.'10W2.edge 
of t he business corB;:,_uni ty. ·ro the extent that these progra:cm are 
duplicated by similar yroc;r,ll:1B :i.n P.ID, the 12:tter could reaclily be 
tra:1.sferred to Cornral',rce ·wi thou-t any hiatus in service but with -the 
prospects of :Lr:1proved. :pz-og:.·am coverage . 

Conclusions 

10. Tb.e :i.·elatlve priori·0ies of attem:?ting to promote U.S. in.vestment 
a.broad vis-a-vis alternative G:.nd possibly conflicting na·t;ional objec-
tives, such :;;,s ba.12,,nce of po..yn:.cnt.:; :.:.mprovements and domestic invest-
ment alternatives, should be established before -~he corporation 
proposal is ad.vo.nccd. 

11. T'tle cor:90:rc:tion :.s p:dnci:_:;a,lly a new recep·t;e.cle for old progr::mz 
and wculd not imra1··t the e.esired new direction and image to U.Sc f'or-
eigi1' ·e:ssi ztance ~c-ti vit.ies. 

12. The IPii\C cn.sc: for a :s,rivs:Ge entcrpr:lse co:c:poro:t;ion is ucal~ c.ncl 
rests px·incip.3.lly on the potential a.cl.vantages of grenter flexibility. 
Such flexibility r.1:le;ht, however, be costly in terms of the loss of 
proc;ram concurrence "\Tith broad.er U.S . policy objectives and in :·eo]_)(;n-
ing bro.:i.de:r izsuc;; of Eximbo.nk borrowing aut_hority. 

- ·· 13; Experience of other tnvestr::cnt-promoting entities indicn.t,e;, that 
the problem of LJJO investment is not. amenable to such consider1::t"i;icns 



, '("" 

I 
•/ 

j. 

- 4 -

as the form .of the crcdito:r- in::;trur.1ent s:tnce i t arises bc1.sica.lly from 
a prtuci ty of irrvcst::1211t OJ?:,t:"O:"~t,uni t:tcn. 

l¼-. The c:ffective:.1ess of the p:::-opcsed corporation is also open to 
quest.ion ·occau.oe ti1c focuc of :t tc p:cogrmns are not in accord. wi. th 
tho manner in whic:.1 busir:ccsmc.n cw.aid.er :prospccti ve ove:.~;:;02.s activities. 

Rccomr::end ... 'l.t:l.0::.1 

15. It is rccommenclcc1 'th::>.t the Co:mwrce Dcp..'!.1·ti.nent; indicate th-::d;; it 
does no'G favor cstabliohrnent oi' t:tc pro:9osed privat e entcrpricc co:.~-
:poro:t.ion . This position is in conoo::iance with the lx:p.'1rtmcnt'c 
posi·tion on o:l.m:i.la:L· propoco,ls tho.t have been i nt,roduced. (luring the 
i:n.st ccvm.•o.1 yco.ro. 

lfurch 4, 1969 
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THE ASSIST ANT SECRET ARY OF COMMERCE 
WASHINGTON, D.C. 20230 

MEMORANDUM FOR THE SECRETARY 

Subject: Letter from Arthur Burns Transmitting Comments on 
the OBE Census of Foreign Direct Investment 

I am not completely surprised by the communications transmitted 
by Arthur Burns. However, some of the comments made by Dr. Burns' 
unidentified correspondent are unwarranted or unrealistic. The 
formal letter by Mr. Lary is more balanced. I have reviewed the 
comments carefully with George Jaszi, and you may feel free to 
send this memorandum along to Dr. Burns for use at his discretion. 

You may recall that I adverted to problems of delay in connection 
with the foreign investment census in a general memorandum I 
prepared for you on January 21. In my own memorandum and in 
both communications cited by Dr. Burns , the thin staffing of 
the Balance of Payments Division is cited as a major reason for 
delay in completion of the project. It is doubtful if much can 
be accomplished now toward speeding completion of the project 
without addition of skilled staff members - particularly some 
with accounting expertise. 

Several weeks ago I had a lengthy discussion with top staff 
members of OBE to explore what might be done to accelerate 
completion of the foreign investment census. This discussion 
was partly in response to comments that had come directly to 
my office from Dr. Lary and his associates and more importantly 
because of the needs of OFDI for basic data. The result has 
been agreement on a timetable for completion of various phases, 
the first to come this summer. 

Undoubtedly, there are some lessons in this experience that 
should be kept in mind when the next survey of this type is 
undertaken. For instance, in retrospect OBE may have erred 
on the side of detail in data at the expense of early availa-
bility of results. 
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OBE expressed a degree of amazement over the quotations from 
the letter of the unidentified correspondent. Nobody connected 
with the National Bureau and, for that matter, no outsider has 
evaluated the work on the census of direct investment, or on 
other surveys conducted on quarterly or annual questionnaires 
used by the Balance of Payments Division to prepare the current 
balance of payments compilations. 

The processing of the census has been complicated by three 
factors. 

--First, the number of questionnaires returned turned out 
to be much larger than had been expected. 

--Second, the census is unusually complex. It involves 
the accuracy and comparability of financial data collected 
from the over 20,000 foreign organizations operating with 
different accounting systems and in different currencies 
and languages, and the most intricate kinds of financial 
and other intercorporate relationships. The principal 
cause of delay is the process of reviewing this large 
quantity of complex data. It is a job for trained and 
skilled workers, and cannot be very greatly accelerated. 
It is, moreover, not a job that can be avoided if the 
results are to be of value. It precedes and cannot be 
displaced by data processing in the computer. 

--Third, from the very beginning the project has been 
plagued by employment ceilings and restrictions. At 
present they are as tight as they ever have been and 
are threatening to get worse. 

In spite of these handicaps - the staff working on that job, 
including professional and clerical personnel, is currently 
limited to nine people - progress so far has not been sig-
nificantly slower than the progress on similar large-scale 
surveys generally is. Detailed results from the last Census 
of Manufactures, for instance, were published three years after 
the year covered (1966 for the 1963 census) and the last Labor 
Department consumer expenditure survey results appeared four 
years after the year covered. 

I do not agree with the view that OBE's operation is inefficient 
and that the processing of this particular census could be 
undertaken more efficiently by the Census Bureau. Given the 
intricacies of the investment census, I am inclined to believe 
that OBE, with its expertise in the work on U.S. direct invest-
ments abroad, can do a better job than other organizations 
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could do. At this stage in the present survey, it would clearly 
be pointless to suggest transferring further processing to the 
Census Bureau. 

Incidentally, the remarks about the inefficiency of OBE's 
operations on its quarterly survey and on its computer operation 
are not well founded. The quarterly surveys are processed with 
great efficiency and speed. They are, in fact, tabulated and 
ready for publication within one or two days after the last 
reports are received. OBE's computer operation, although on a 
small scale, is an unusually efficient one. As a matter of 
fact, the OBE staff achieved a major breakthrough in computer 
techniques with the development of a simplified programming 
language which has been widely acclaimed. The computer manu-
facturer is now using this programming language as a selling 
point for its equipment. 

As to the timetable for the foreign direct investment census, 
OBE expects to complete the first phase of it by July and will 
be ready to make the results available to the public with only 
one proviso. If major and intractable inconsistencies between 
the census results and other sources of information (OBE's 
quarterly surveys and OFDI's reports) should emerge, publication 
would have to be delayed until large discrepancies between 
alternative data sources could be straightened out. 

The results that will be ready in July cover the most important 
items of the foreign direct investment census - namely, all 
items that enter directly into the balance of payments computations. 
These consist of capital flows, investment income, royalties, 
etc. OBE has also worked out a time schedule on which the 
further installments of information contained in the census will 
be completed. OBE plans to release these data in six separate 
publications over the next three years with the final summary 
publication available in June 1972. 

This schedule should be faster, but I doubt that OBE can meet 
even this timetable if it is hampered by the current employment 
restrictions. OBE - a small organization - is now ten below 
its normal complement, and the attrition will continue as further 
separations occur which can only be partly filled. I would 
strongly recommend that OBE be exempted from the employment 
ceiling so as to expedite the work. If resources elsewhere in 
the Department - perhaps in OFDI, which is greatly interested 
in the census results - could be found that could be made avail-
able to strengthen the work, this would further speed up the 
completion of the census. 
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Beyond this suggestion, I can only say that both my office 
and OBE are acutely aware of the need to make as rapid 
progress as possible toward the completion of this important 
study and that we shall keep it under close review. 

kiitu~H ~4 
William H. Chartener 
Assistant Secretary for 

Economic Affairs 
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MEMORANDUM FOR THE PRESIDENT 

Subject: Proposed 1970 Program on Foreign Direct Investments 

I propose that we adopt the moderate liberalization and substantial 
simplification of the Foreigd Direct Investment Program as described 
in Secretary Kennedy's memorandum. This proposal raises the target 
ceiling by $550 million from $3.35 billion to $3.90 billion, and 
involves the following changes: 

A. Raise the minimum investment allowable for each company 
from $1 million to $3 million. This will reduce from 
650 to 350 the number of companies required to report 
quarterly. 

B. Eliminate the arbitrary division of the world into three 
schedules by going to a worldwide program. The historical 
and earnings allowables would be calculated as done at 
present to continue to reward companies that have historically 
invested in the LDCs, but would be applied on a worldwide 
basis. Carryforwards of unused schedular allowables into 
1970 could also be applied on a worldwide basis. 

C. Offer up to $2.0 million additional allowables on a matching 
basis to companies using the minimum allowable and invest-
ing in the LDCs (Schedule A). 

The major reasons for this modest liberalization and simplification 
of the program are as follows: 

1. There is general agreement that restrictions on capital are 
counter-productive in the long-run. If the FDIP is not to become a 
permanent program, there must be steady progress toward the goal of 
ultimate elimination. 

2. You have announced that some liberalization will be forthcoming 
with regard to investment in the LDCs. 

3. In Commerce we have continued to say that we are opposed to 
controls of this nature and in reliance upon the prevailing attitude 
in the Administration, have given the impression that the program 
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would be relaxed for 1970. As a result, business and financial 
circles are expecting some liberalization of the program to be announced 
shortly. 

4. In view of the growth of foreign earnings, making no change 
for 1970 is effectively a tightening of the program for those companies 
electing the historical allowable. 

5. The relatively small dollar differential between the proposed 
program and the present program will not have any significant impact 
on the balance of payments next year. 

6. To announce no change when some liberalization was expected 
here and overseas could telegraph uncertainty as to the strength of the 
dollar on the part of the Administration itself. 

7. A modest change in this program should help reduce some of 
the unhappiness among our business friends which results from the tax 
bill, antitrust actions, etc. 

8. There is no real evidence that foreign bankers would look with 
disfavor on a liberalization as mild as that proposed. Foreign govern-
ments and foreign businessmen have expressed to us greater interest in 
more investments by U.S. companies. 

9. The changes proposed are mostly for simplification. The require-
ment for repatriation of foreign earnings is unchanged. 

To help insure that companies react as desired in the fourth quarter 
and do not make needless outflows due to the uncertainty of the 1970 
program, a timely decision is important. Announcement of the program 
prior \to our meeting with business leaders on November 21 would be 
highly desirable. 
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