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1. The United States' own early economic development is an example of the way 

in which developing countries rely upon the developed nation3 to assist them in 

industrializing.    Subsequently as the industrialization advanced, it has been 

able  in turn to make substantial contributions to the economic growth of the 

developing countries. 

fflrjBff of United States support for industrialization 

2. The more important types of United States contribution to the industrializa- 

tion of developing countries are: 

I. Bilateral economic assistance 

Technical assistance 

Training 
Consultation and advisory services 

Financial assistance 

Project loans 
Programme loans 
Intermediate credit institutions 

II. Export-Import Bank financing of capital equipment and projects 

III. U.S. Assistance through contributions to multilateral organizations. 

UMIDO 
United Nations Development Programme 
„rforld Bank Group 
Regional development banks 

IV. Special U.S. governmental incentives and promotional programmes 
to stimulate further increases in the flow of private capital to 
the developing countries 

V. Direct private investments in industrial enterprises in developing 
countries. 

United States commercial policy 

3.      U.S. commercial policy contributes indirectly to industrialization in two 

principal ways, through its effect upon the exports of the developing countries« 

(a) By providing liberal access to the U.S. market for primary commodi- 
ties, which account for 80-85 per cent of the developing countries' 
export earnings, 

(b) By supporting regional trading arrangements between developing 

A- 
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countries in order te permit the establishment in these markets 
of industries capable of competing with industries based in devel- 
oped countries. 

Maior forma of bilateral ecopm.de assistance 

4.      Since 1948, the United States, in addition to assistance through private 

channels, has made contributions to the industrialization of developing countries 

under a programe of bilateral, economic assistance.    This programe is adminis- 

tered primarily by the U.S. Agency for International Development (A.I.D.) and 

its predecessors.    This assistance can be divided into twe major types, technical 

assistance and financial assistance. 

'Technical assistance 

5        The Agency for International Development provided many kinds of technical 

assistance to meet high priority needs of the industrial sector and improve the 

quality of output and the marketing of proaucts.    Such assistance also helps to 

mobilise domestic financial resources for industrial investment. 

6. k major feature of the technical assistance programe is training specialists 

and administrators in developing countries by sending American technical experts 

to advise them and by providing for training of developing country specialists 

in the United States and other countries. 

7. Some 5C0 A.I.D.-financed technicians are now providing assistance in the 

manufacturing and mining sectors, 450 are working in transportation, and more 

than 250 are engaged in the development of co-operatives.    In order to make 

available high-caliber specialists in a wide variety of fields, A.I.D. continv.es 

to increase its use of private American skills and talents.    Experts fron 

American universities, business firms, labour unions, co-operatives and non- 

profit organizations now account for more than 40 per cent of the A.I.D. techni- 

cians overseas.    Other U.S. Government agencies including the Department of 

Agriculture, Labour and Conmerce also supply specialized personnel needed to 

undertake technical assistance programmes. 

A- 
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Financial assistance 

8. The second major type of bilateral assistance to the developing countries 

is financial assistance, 

9. One form of financial assistance consists of project and programme loans 

to the developing countries at low interest rates, with repayment extending over 

a relatively long period.    U.S. assistance for high priority capital projects 

contributes both directly and indirectly to industrial development.    A,I.D. 

provides the necessary financing on favourable terms for a wide variety of indus- 

trial projects including fertilizer plants, steel mills and cement plants. 

10. Programme loans, initiated in 1964, make available large sums of dollars 

and local currency to finance the development plans of the developing countries« 

In 1966, A.I.D. authorized a total of #822 million in prograsBie loans to thirteen 

countries.    Indications are that as economic planning competence increases in 

the developing countries, programme loans will become increasingly more important 

as a tool to support sound country plans. 

11. Another significant phase of the bilateral assistance programme is the 

establishment of intermediate credit institutions.    These institutions provide 

capital to small and medium-sized enterprises in the developing countries at 

¡ reasonable interest rates for medium and long-term financing.    Since 1958* 

104 intermediate credit institutions have been organised in forty-three countries. 

12.      The U»S. Export-Import Bank was established in 1934.   While the Bank was 

primarily set up to finance the foreign trade of the United States, it has not 

only financed large amounts of capital equipment through exporter credits for 

industrial projects in developing countries, but has extended comprehensive pro- 

ject loans for many major industrial projects. 

Assistance frfirçujh, mttUjyfftJt vfltflllttUfflff 

13.     Through its contributions to various United Nations organisations, the 

United States plays an active role in furthering the efforts of developing 

countries toward industrialisation. 

/... 
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14. The United States contributes 32 per cent of alliunds UNIDO receives out 

of the U.N. budget and approximately AO per cent of all funds UNIDO obtains 

through its participation in the U.N. Development Programme.    In addition, in 

1966 the U.S.  contributed through the U.N.  Development Programe $2.0 million 

to a programme of Special Industrial Services to be executed by UNIDO. 

Encouraging increase of private foreign investment 

15. In addition to this direct financial and technical support contributed by 

the United States Government under its bilateral assistance programmes, the 

United States has adopted various measures to stimulate an increased flow of 

private financial and technical support for industrialization of the developing 

countries.    These include direct promotional efforts to encourage an increased 

flow of private investment, as well as a system of financial incentives and 

guarantees designed to make foreign industrial investment financially more attrac- 

tive to American firma. 

16. Direct private investment from foreign sources offers the greatest single 

promise for a major acceleration in foreign industrial development for the 

resources from private  sources exceed those of governmental assistance progranmes. 

Furthermore, such investments facilitate the transfer of industrial know-how. 

The United States has exempted investments by American firms in the developing 

countries from the measures which have been taken for balance of payments reasons 

in recent years to moderate the flow of U.S. investment to the industrialized 

countries. 

17. The United States Government has set up special programmes to implement 

the U.S. policy of encouraging private investments in the developing countries. 

Arrangements have been nade to guarantee U.S. foreign investment, provide pre- 

investment surveys, ir form U.S. business concerning the opportunities for invest- 

ing in developing countries, assist U.S. companies which seek to make investments 

in developing countries. 

18. In lees than ten years the value of United States private direct investments 

in manufacturing establishments in the developing countries more than doubled. 

At the same time, the returns on U.S. direct investment in the manufacturing in 

the developing countries over the past several years appear to have been quite 

modérât«. 

WÉËÊÈ 
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1. 

T       «sMgy nf Mnited St»t*« Prgfr*i,>| **f V^^^ifi Contributi,».- «„ 

k.    "V;  overview 

(li)        ;r, t-hfc moderi   v.»i Hi it  »">*" bft^1 u»ual foï> the »canonic mû indu»trlal 

developTVM M   of developing centrici  to  iwiefit   fr »m ^-.i^l «tf fln<incU1 

•apport fro* wrt developed nat^n».      ThiB 3.pp;n hua taken the form ^f 

Import« of both capital and technical   krjow-hPW.    ine '.in it od Stat*«' own 

development it an e*«Rple cf this process.    Urge investment* in   Unit«** 

¡?*ate» lr>d:atry were r.ade by the »pre advanced nation» of We»tem Europe to 

v>\ ich th«; united State» wa* also heavily indebted for management and for 

scio"if .»fie suppert.    A*-a later »tage n.S.  industrial development reached the 

pcirt at wfci^ the United State» in it» trjn began to contribute »ignifieently 

tc the industrialisation cf other region» of the world. 

(2.)    At the outset, this contribution wa» r.ade entirely through private 

channel» » in th« fortr. of investment» in productiva enterprises in developing 

count rit», inciting joint venture« and licensing agreements and portfolio 

inveatnent. 

(J.)    In 1&8, the Unitad State« Qovarnmnt ««barked on a major program of 

bilateral economic a«»i»tance vhich further increaaad the U.S. contribution t© 

induatrial development of foreign countries — a progra» which 1» «tili in 

progress.    This assistance program, administered by the U.S. Agency for 

international Development and it» predecessor«, contribute» neaalvely to 

industrialisation in the developing area» cf the world.    The direct 

contribution of this program i» in two principal form», technical assistance 

and financial aaalatance. 

(U. )   A third major channel for auch support has been the program of the 

United States Expert-Incori Bank which was e stabil shod in 1931».    WhU« the 

Export-Import Bank waa primarily established to finance United State« foreign 
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trade,   it has not  only financed large amounts of capital equipment through 

exporter erodits  far industrial projects in developing countries, but has 

extended pio„ee:   l<w,s for *iany major industrial projects. 

:.r.)    In addition  tj inis di-r^ct financial and technical support given under 

its assistance program,   the United States has adopted various measures to 

stillato an increased flow of private financial ar.d technical support for 

industrialisât 1er. of ttip developing countries.     These include direct 

promotional effort to encourage an increased flow of private investment, 

as well a:, a systcr. cf fi~.an-.ial incentives and guarantees designed to 

make foreign industrial investiert financially -ore attractive to American 

firms. 

,o.,     :-.,.    •  -,i f,a*ea places great r-phasis upon these efforts to increase 

the private sector's contribution to industrialitation -f developing countries 

for two reasons.    The first is that the resources potentially available from 

private sources faz exceed those of governmental assistance programa, and an 

increased role by private investment therefore offers the greatest single 

promise for a r*jrr acceleration in foreign industrial development.    The other 

reason is that direct foreign private investment automatically facilitates 

the transfer cf the know-how which l. just as vital to successful industrialisation 

as the capital and equipment itself. 

(7.)    Because of the importance it attaches to this objective, the United States 

has taken special care to ensure that investments by American firms in the 

developing countries are wholly exempt from the measures which have been 

taken in recent years to moderate the flow of U.S.  investment to the 

industrialised countries of the world, as part of the United States program to 

reduce its balance-of-payments deficit. 

(8.)   All of these programs have the objective to assist nations to maintain 
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their independence and become self-supporting.    To attain these goals, 

industrial development plans should take into account all of the factors that 

contribute to   gr.,v"      r-anital formation,  the development of sound modern credit 

and financial  institutions, the contribution of private enterprise,   skilled 

male and female workers, managerial SKìIIS,  and the creation of necessary 

motivation and incentives. 

B,    U.S.  commercial policy 

(<?.)       The indirect role of commercial policy in contributing to industxial- 

isatioi: is a factor worth noting.    U.S. commercial policy affecting the exports 

of the developing countries includes two principal elements!    (1)    liberal 

access to the U.S. marke* and (?)    support of regional trading arrangements 

tetvef.-   Cf. ."O: pi:, g cou'.tries. 

(10.)    1.    Market access.   The U.S. maintains «ero or very low import duties 

on primary commodities, which account for 80-85 percent of the developing 

countries' export earrings.    The U.S. has been the leading proponent of 

multilateral reduction of trade barriers, notably in the GATT.    The U.S. 

maintains relatively few quantitative restrictions on importa and,  in those 

cases where such restrictions have been found to be necessary, efforts are 

made to lessen the impact on developing countries. 

(11.)    The result of this general policy of minimum restrictions or. access 

to the U.S. market is reflected in trade statistics:    U.S. imports from the 

developing countries have been rising without interruption throughout the 

post-World War II era.    In 1?66, the U.S. imported goods valued at $7.8 

billion from the developing countries.    The U.S. alone imports about hP 

percent of all manufactured products exported by all developing countries 

combined.    The percentage of total U.S. imports of manufactures which 

originate in the developing countries (about 12 percent) is higher than that 

of any other industrialised country. 
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<12')      2-    Regional trading arrangements.    U.S.  commercial policy recogniaes 

that the national markets of many developing countries are too amall in terms 

of effective purchasing power to permit the establishment ?.    those markets of 

industries capable of corseting with industries based in the developed countries. 

Therefore, the U.S.  has encouraged the formation by the developing countries of 

free trade areas and customs unions which are recognized by GATT as justifying 

exceptions from the most-favored-nation rule.    Thus, the U.S. has supported 

the Central American Common Market and the Latin American Free Trade Association, 

as well as more recently the proposed establishment of a Latin American Common 

Market. 

II.   U.S. Bilateral Assistance 

A-    Con--^~tior. t¿ the industrialiiatlon process in the developing countries 

(13.)    Through their own effort« and with assistance from the United Statai 

and other developed countries and international organieations, the nations 

of Africa, Asia, the Middle Eest and Latin America have increased their 

industrial output at  an average annual rate of more than 6% since 1950.    Thii 

section discusses in general terras the U.S. economic programs contributing to 

industrialisation in the developing countries. 

B»    Principles of U.S. economic assistance 

(Hi.)   The Agency for International Development (A.I.D.) is responsible for 

carrying out the U.S. foreign economic assistance program.    The principles 

which guide this program result from some twenty yeara of experience with 

foreign assistance starting with postwar programs of relief and reconstruction. 

As the largest single supplier of economic assistance the U.S. maintains A.I.D 

lussions in most of the recipient countries and makes a continuing study of 

each country's needs.    A system of country programming has evolved in which 

account is taken of the effectiveness with which the country can use available 
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resources -- both internal and external — to promote economic and social 

development,  ttie country's priority needs and the availability to the country 

of other suitable ex"-' ! ral resources.    These factors which largely determine 

the countries eligible for development assistance and the amounts and kinds 

of aid they receive derive    from the basic objective of assisting countries 

to become economically viable.    This aid is most effective in bringing about 

the transition from economic dependence or stagnation to self-sustaining 

growth if it is concentrated ir. countries that are making a determined 

effort to achieve economic and social development.    There it serves as a 

catalytic agent which permits the mobilisation of a much larger development 

effort.    Self-help is therefore the dominant theme of U.S. assistance efforts. 

C.    Types a' eccrcmic assistance and their contribution to 
industrialitation" 

(15.)    Since the beginning of the foreign aid program in 19U8, the   U.S. hai 

provided on a bilateral basis over $65 billion in economic assistance.    The 

assistance takes a variety of forms and most of it contributes to industrial- 

isation,, either directly or indirectly. 

(l6.)    Of major importance is U.S. financing of general import programs in 

developing countries.   Through this type of assistance A.I.D. makes available 

to developing countries materials and machinery necessary to sustain and 

redemise existing industrial facilities and to increase industrial capacity. 

Financing of general import programs now accounts for nearly half of all 

A.I.D. bilateral assistance. 

(17.)    U.S. assistance for hi^h priority capital projects also contributes 

significantly to industrial development both directly and indirectly.   A.I.D. 

provides the necessary financing on very favorable terms for a wide variety 

of industrial projects including fertiliser plants, steel mills and cement plants. 
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In addition, since 1958 loans and technical assistance have helped to establish 

56 industrial development banks in 39 countries which since 1965 have made over 

three thousand ^--lca^ to borrowers for new or expanded industrial ventures. 

(18.) A major share of A.I.D. project assistance has been for expanding and 

improving the basic infrastructure essential f3r industrial development. Most 

important has been financing of power, communication and transportation 

facilities. In these areas alone assistance has amounted to nearly $2 billion 

during the pa&t ten years. 

{19.)  A.m prrvid&s local currency financing as well as dollar financing to 

developing ecu-tries. The large majority of the local currency has been 

generated under the Food f:r Freedom program whereby agricultural conreoditie« 

arv ¿.lei t  it. d pi-* c-ju-tries for their own currency and the local currency 

proceeds of the sales are loaned or granted to the country for development 

purposes. Although the imports which generate these currencies add to the 

country's total resources the lecal currencies collected do not represent 

resources additional to the original imports. They are, however, a claim 

against domestic resources and if asti judiciously are a non-inflationary 

source of investment funds. Moreover, this program enables the recipient 

country to allocate a larger share of its own free foreign exchange for 

necessary imports other than food. 

(20.) une important use of the local currency in the industria sector 

has been loans to various types of financial institutions providing working, 

medium-term and long-term capital for industrial enterprise. Also, local 

curre:,**- loans are available to U.S. companies and their affiliates making 

high; priority investments in developing countries. Such investments can have 

in important  demonstration effect on the modem industrial sector in 

developing countries and in many cases they are undertaken as joint venturee 

with host country entrepreneurs. 
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(21.) Recognivúng that private foreign investment can play a significant 

role in the industriali •-•.atiun process, A J.IÌ als: administers a wide range 

of ¿rix.. ,':->', investment survey and investment ri3k sharing programs which 

are specifically design"--   • •"ic-virafre U.S. private investment in developing 

countries. 

(22.) In addition to financial programs supporting th/j industrialisation 

efforts of developing countries. A.I.D. provides many kinds of technical 

assistance to r.eet high priority needs of the industrial sector. Program 

of technics! assistance to specific industries, investment promotion and 

financial institutions, productivity centers, tracte unions and associations, 

research institutions and TrAP.agerial and vocational training schools help '• 

ir.cvw, -:.- 1.3trial pr-jc .»etivity, improve quality of output and marketing 

of products and help to mobilise domestic financial resources for industrial 

investment. A major focas of the technical assistance program is training 

the needed specialists and administrators in developing countries by sending 

abroad American technical experts to advise them and by providing for training 

of host country specialists in the U.S. and ether countries. Local institutions 

in the fields of labor management relations, industrial safety and hygiene 

in-plant skills training, and recruitment of the right man for the right job 

are other examples of A.XU technical asàintance in support of industrial 

development.  Technical assistance frequently is extended in conneation with 

financing of capital projects for project planning, surveys, feasibility 

studies and training of key country personnel involved in the management and 

operation of the facility. 

(23.) Soroo 500 A.I.1V-financed technicians are providing assistance in the manu- 

facturing and mining sectors, k$0 are working in transportation, and more than 

250 are engaged in the development of cooperatives. In order to make available 
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high-nailer specialista in a wide variety of fields A.I.D, eontinueiuto 

increase ita uae of private American skills and talents. Experts from 

Arierran ur.iversities, business firms, labor unions, cooperatives and 

non-profit organi«,:; : r.  -.- account for ^ than üo$ of ^ ^^ iechniciana 

overseas.  ether U.S. Government agent-los including the Departments of 

Agriera] ture, Labor and Cornice also supply specialis personnel needed to 

undertake technical assistance programs. 

r# Inci'eaaed emphasis on agriculture and agro-industry 

K.'h.)    In response t, the growing food crisis in the less developed world, 

the U.S.  is placing greater emphasis on assistance to increase agricultural 

output. To this end a larger share of the financial and human resources 

available <: A.I.r. f.,r support of industrialisation will be devoted to 

improving and expanding the industrial capacity of developing countries 

(a) to produce the agricultural irputs {e,g.,  fertilisers, pesticides and 

agricultural »chinery and implements) necessary for increasing agricultural 

production, and (b) to refit» and process agricultural oroducts so as to reduce 

losaos in the ^rkot pi.ocess md to  increase their nutritional value. The 

U.S. Department of Agriculture and other U.S. agencies are helping to encourage 

private agricultural business investment in less developed countries to further 

accelerage the progress which is being made. A.I.D. has established a high 

priority on agro-industrial projects as an official part of its private 

investment support programs. 
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E.    Kinds of programs 

1.    Technical assistance 

;a) Training 

(25.) A.I.D. sponsor Development training programs are directly related 

to the achievement of U.S. and developing countries goals.    Training is usually 

one part of an integrated project.    On occasion,  nowever,  it may be the sole 

element of a project deigned to provide current and future human resource 

requirements of priority needs.    The A.I.D. Missions together with the 

cooperating countries develop the scope and determine the time required to 

completo the training as well as the number of individuals to be trained. 

(26.)     The cooperating country is expected to pay a pre-negotiated "fair- 

share" of th.- co*+  cf *.-ery á.I.D. training project. 

(2?.)     A.I.D. does not follow any one training method or procedure.    Some 

programa can best be achieved through planned observation, particularly for 

experienced technical persons who do not need long programs.    These 

"observation" visits, either by individuals or in groups, may include visits 

to industrial plants, banks, labor organizations, businesses, governmental 

agencies, universities and other organizations to increase technical skills 

and knowledge.    Sometimes the tours result directly or indirectly in long- 

term business relationships. 

(?8.)     A.I.D. also offers to provide academic study in the U.S. in those 

fields where adequate training is not available in the cooperating country. 

Durée training is not normally approved unless it is essential to the 

position for which the participant is being trained. 

(29.)   On-the-job training programs are offered in many fields of activity 

within government or private industrial organizations. 
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(30.)      During the eleven year period of 1956-1966, 62,620 foreign parti- 

cipants were brought to the U.S. for training, of this, 17,710 (or 28$) 

received training in the fields of industry, transportation, housing food 

technology, and atomic energy.    During the Marshall Plan Program in Europe 

nearly 100$ of the participants received training in these same activity 

fields.    Today's program in contrast to the Marshall Plan is one of building 

basic structures such as the agricultural sector rather than one of updating 

technical and production knowledge and rebuilding. 

(31.)     The actual cost of the participant training program is difficult 

to measure.    The 1961* budget gives some idea of the importance given the 

participant training as related to the total AID program.    Obligations 

for participant  training were approximately fifty million dollars in 

fiscal year 1961*. 

(32.)     Most U.S. industrial and commercial and labor organization« which 

cooperate in providing time and staff or a specified number of hours and 

days do not charge AID for the training they provide to AID foreign parti- 

cipants.    One organization that has cooperated in the program for a 

number of years stated:    »Foreign participants stimulate the feeling among 

our employees that they are a part of the world community and that is why 

we keep our doors open to them." 

(33.)     Many U.S. governmental agencies assist in the participant training 

•ffort in the industrial development area.    These include the Departments 

of Commerce, Labor, Interior, Transportation, Housing and Urban Development, 

Defense, the Atomic Energy Commission, and many other agencies and bureaus 

of the U.S. Oovernment. 



11. 

(31*.)  No way is known of estimating with precision either the monetary 

value or other values of contributions made by the American public. The 

assistance of many high business officials or other leaders, who help in 

the programming, coula noi be purchased. A dollar sign cannot be placed 

on the value of the hospitality offered in many American homes. The cost 

to contributing organizations of uncompensated technical training alone 

has been roughly estimated to exceed $10 million, of which more than & 

million comes from private industry, with perhaps a half million from 

organized labor and much of the remainder from educational institutions, 

foundations and state and local government agencies. 

(35.)  A considerable amount of "Local" or "In-Country" training takes 

place in tir* nest. :ountvy or a "Third Country" which often is within 

the same region as the host country. During 1966, there were U,901 

arrivals in the U.S., ard there were 2,312 (nearly \ of the U.S. arrivals) 

trained in a third country under ABI sponsorship. 

(36.)  The following are typical of the training programs offered in indus- 

trial development areas for developing countries: 

(!) Studies on the formation and flot/ of capital. 

(37.) The typical program consists of an opportunity to study and observe 

the sources of capital, how savings are accumulated, how they are translated 

into investment capital and then channeled into the production of goods and 

services that people want and need. This includes contacts and visits to 

saving banks, insurance companies, stock exchanges, investment trusts and 

the like. The program often includes seminars at a university to explore 

the basic principles that are applicable regardless of the country and the 

level of development. The participants are shown the manner in which the 

U.S. attacks problems of its own under-developed areas. Other study programs 

might include: credit and financial management, development loan financing, 
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organization of investment trusts, securities markets and their regulations, 

small business development, insurance and investment and tourism. 

(38.) (ï )    Top management studies. These studies are planned and organized 

to attract the participarlo- of industrialists of the highest possible level 

and often include government officials and educators of comparable stature. 

(39.)  These studies stress the close liaison and cooperation among industry, 

government and educational institutions and the modern management concepts 

and those aspects of human relations and social responsibility that tend to 

account for the high productivity that is typical of industry and commerce 

in the United States. 

ÍUO.)  Groups of participants are brought into contact with industry, com- 

mercial ana raspar¿h organizations, tradô associations and selected schools 

of business administration. Their studies may include: executive development; 

decision making by top management, business administration, human relations, 

inventory control and management, operation research, standardization, simpli- 

fication and specialization, and long range planning. 

(kl.)  (3) Commercial bank studies. As a result of studies in this area, 

many bankers have returned home with new ideas, enlarged horizons and further 

enlightened concepts of the opportunities offered by industrial development 

and social progress. The diversified contacts with the banking community 

in the United States have made them aware of the contributions which can 

accrue as a result of modern concepts in such things as the free exchange 

of credit information, installment credit, business forecasting, small 

business forecasting, insured deposits, and enlarged roles and responsibilities 

generally for the commercial community. Meetings and visits to United 

States banks, government agencies and international banking institutions 

round out the study. 
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(i|2.)  Group or individual studies of the following subjects are made 

because they are essential to industrial development of the less developed 

countries: transportation, power, public utilities and services, comraunica- 

tions, fertilizers, agricultural machinery, housing, water resources, raining 

and institution building. These may also include th<i following additional 

sub-areas: Transportation--aviation, highways, rivers and harbors, railroads, 

etc; Communication—radio, telephone, postal service, telegraph, etc; Mining 

and Mit.erals--göology, petroleum extraction, coal mining, mineral mining, etc; 

Agriculture--irrigation, research, distribution systems, etc; Housing— 

construction, urbar plarning, water supply, sanitation, mortgages, cooperative 

housing, hospitals, schools, etc. 

(1+3,)  Tne above traini¿g programs are typical of technical studies directly 

related to the industrial development of a nation and which often play a key 

role in attaining the goals and objectives of the free countries of the world. 

(hk.)     (b) Consultative and advisory assistance. The U.S. bilateral program, 

conducted with the cooperation and participation of many private corporations, 

institutions professional and trade associations as well as of federal, state 

and municipal government agencies, the American trade union movement, and 

private citizens, provides various kinds of overseas assistance. Such 

assistance frequently begins with helping developing countries, at thtir 

request, to prepare specific requests for project assistance. Help in 

analyzing the character and content of assistance is available on a day-to- 

day informal basis from the regular professional staff personnel of A.I.D. 

Missions located in developing countries with which tito U.S. has bilateral 

economic assistance agreements. Their staff personnel may assist in the 

selection of, and arrangements for, individual experts, contractors and 

other sources of U.S. assistance. They may also assist in helping to ate 

that the maximum benefits are received by the developing country in the 



Ut. 

performance of the project assistance. 

(kí>.)      (l)    Kinds of project assistance includes:    feasibility studies to 

identic ,:t,-cJ .-opriate areas for development; pre-investment studies to 

establish the suitability a-     conditions of proposed investments; advisory 

and consultative services eor^rned wich  'he ertabli.hment or further 

improvement  of developing country institutions;   and advisory and training 

services directed to the development or execution of training programs  in 

the developing country or in other overseas locations; and advisory and 

technical services for the solution of specific problr-ns in the developing 

cour.try. 

(k°« )      (2)    Functional  ar^as of assistance include;     Manufacturing, 

process a^a s .-¡nie--typ.: i.rUrprisws, including new and existing facilities. 

Public and private institutions and organizations concerned with the 

development of industrial resources including:    raw materials, manpower 

at all levels, selection, operation, maintenance and repair of machinery 

and equipment, research facilities, programs and organizations, marketing 

and semi-manufactured p/oducts, establishment of quality and other standards, 

training in high level technical, managerial and entrepreneurial skills and 

concepts. 

^'^      te)    Development Resources Referral Service.    This service, available 

from A.I.D. through its Missions abroad or through developing country missions 

in Washington, identifies and assists in harnessing non^Ltt resources available 

to developing countries.    Its services include: 

Identifying U.S. non-federal sources of assistance to developing countries» 

Receiving requests for assistance which is proposed to be provided by U.S. 

non-federal sources without A.I.D. financing; 

Acting as a brokar in matching requests for assistance with U.S. non-federal 

sources of assistance? and administering the Catalog of Investment Information 
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and Opportunities, the Industry Profiles, and other publications for U.S. 

businessmen. 

(U8.J      ',u;    ir.'   International Executive Service Corp3 is financed in part 

by A.I.D. as a private r<:  > pn.''. t U.S. institution, provides high quality 

U.S. management and technical executives  *o businesses  in the developing 

countries who need this kind of help but who cannot afford it.    In the 

past three years, about 190 technical transfer type projects were carried 

out m 38 cour*.ries.    Abo'.t, 350 new projects have been started so far in 

1967. 

(k9.)      (S)    Voluntary non-profit afencies.    liiere are close to 500 

voluntary and non-profit private ag«ncies in the U.S. whose resources are 

now bcirg tappca for assistance to the developing countries.    It is 

estimated that about $750 million worth of assistance will be available 

from these sources when fully organized. 

2.    Financial assistance 

(50.)     (a)   A.I.D. loans to capital projects.    A.I.D. makes project loans 

for infrastructure facilities which provide basic support for industrial 

development.    A.I.D. also makes project loans for income producing facilities. 

(51.)    It is the policy of the U.S. with respect to income producing projects 

to encourage free enterprise in less developed countries and participation by 

private enterprises. 

(52.)   Capital activities may be financed by development loans for the purpose 

of promoting economic development of less developed countries and areas. 

Imphasis is usually placed on projects designed to develop economic resources 

and increase.productive capacity. 
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(53.)    The financing of private capital projects by A.I.D. depends upon 

the non-availability of such financing from other free world sources on 

reasonable  ;,. w.    It depends also on a reasonable promise ôf host cour- 

tly contributions to the •.•¿v^pninnt of economic resources, the increase of 

productive capacity, and the extent of the self-help element in the project. 

In addition,  it is required that such projects be consistent with,   and 

related to, other development activities being undertaken or piannsd, and 

their contributions to realizable long-range overall country objective. 

{Sh.)    Through loans U private entities, A.I.D. encourages industrialization 

and x,he vario,« sor/iccs related to the transfer of technology, management, 

equity capital, goods and services.    A.I.D. is interested in financing 

sound projects with or „i-.hout private U.S. participation, except in the 

case of projects financed by U.S. owned local currencies which require 

U.S. approval.    The latter type of currencies is generated through U.S. 

Public Law WO Agraements, and particularly through the media of »Cooley» 

funds which requires certain percentages of the agreements to be set aside 

specifically for loans to private industry.    During the past six years, 

A.I.D. has financed loans amounting to about $775 million for projects worth 

an estimated $2 billion.    About two-thinis of these A.I.D. loans were made 

to industrial projects, and about one-third to other borrowers including 

utilities, education, public administration, etc.    As a result, a wide 

range of primary and advanced private and mixed capital industries has been 

financed in about fifty developing countries. 

(°)    Program loans 

(55.)   In 1961», A.I.D. began a new approach in assisting the less-developed 

countries to establish more permanency in long-range planning for economic 

and social development.    TMs is the »P^gram Loan», which is designed 
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to make available large sums of dollars or local currency for enhancing the 

host government's own development plans based on priority needs.    Primarily 

sector-oriented,  it include the fields of agriculture, education, health, 

industrial raw mate-rials,  aro espita! equipment procurement for building 

up the country's ability to generate foreign exchange.    Rather than release 

funds for specific projects, as such,  their purpose is institution building 

geared to the flow of capital throughout the economy for the improvement of 

living standards in terms of real wealth resulting in more food,  more 

and better housing,  greater literacy, better health,  and more opportunity 

for employment.    The priorities established by a host country's long-range 

plan determine the uses to which the Program Loan is applied.    Large 

infrmstructu.-e project loans previously g"ar.ted or underway are not necessarily 

included as a part of tnis type of loan, particularly in the more "advanced 

developing countries. 

(56.)   A.I.D. Program Loans, by no means, meet the entire financial „eeds 

of a country, but by adding assistance from ether sources such as international 

banks and funds from private sources,  serve as seed capital to start the 

money-flow where it is most critically needed.    Given sound institutions to 

work through, the Program Loan lias proven an effective method for improving 

agricultural production, housing starts and completions, small and mediua- 

sized industry expansion, supplying much-needed commodities, and the training 

of leaders a¡od teachers in education and health. 

(57.)   An important element of the Program Loan also is the agreement by 

the developing country government to undertake domestic programs of improvement 

and modernisation in such areas as tax reform, land legislation, investment 

and incentive laws, management improvement, initiation of private sector 

programming, etc. 
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(58.)    In 1966, A.I.D. authorized a total of $822 million in Program Loana 

to 13 countries.    The growing number of valid country plana gradually 

evolving ,-wr the past three years has strengthened host country economic 

positions.    Indications   •.-- that as economic planning competence increases 

in the less-developed countries,  the Program Loan will become increasingly 

more important as a tool in support of sound country plans. 

(c)    Intermediate credit institutions 

(59.)    Since 19(;b, A.I.D. and its predecessor agencies (particularly the 

Development Loan Funa) have provided seed-capital loans in dollars and 

local curr*tv,y for th« establishment of 101* intermediate credit institutions 

in 1,3 countries.    (Intermediate credit institutions are financial organizations 

estaciish^a to provici* capital to ¿mali and medium sized entrepreneurs at 

reasonable interest rates for medium and long-term financing in less developed 

countries.)  Since its inception, approximately $1.5 billion of seed capital 

loans have been disbursed by A.I.D. to these credit institutions.    Since 

A.I.D. took over this function in 1962, nearly one-half billion dollars 

has been authorized in the areas of industry, agriculture, housing and 

cooperatives, mainly for private sector development.    Since the inception 

of the program under the Development Loan Fund in 1951, it is estimated 

that about 75,000 sub-loans have been made to small and medium size enterprises. 

Many of the older intermediate credit institutions have repaid the original 

loans and have become self-sustaining institutions.    The original borrowers 

consist of government, mixed, and private entities.   A.I.D.'s policy is to 

involve gradually more private capital in this type of financing. 
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(60.)    The basic principle for A.I.D.'s financing of intermediate credit 

institutions is to help provide seed-capital for the creation of a self- 

generating flow of capital for long term sub-loans at reasonable interest 

rates to the small entrepreneur.    A.I.D. is helping to build banking institu- 

tions because sub-loans of this type are rot ordinarily available in the 

usual commercial banking channels in the developing covntries. 

(61. )    Regional development banks, such as the Central American Bank for 

Economic Integration, the Inter-American Development Bank, the African and 

Asian Banks, etc., have become important resources for program and project 

financing on an integrated basis.    Other development banks such as the 

International Bank for Reconstruction and Development (IBRD), Atlantic 

Community   Development Qroup for Latin America (ADELA), International 

Finance Corporation, and several private financing institutions, have 

entered this field over the past five years. 

3.    Commodity loans. Export-Import Bank 

(62.)    Founded in 193b, the sxport-Import Bank, more popularly known as 

IrLrabank, is an independent corporate agency of the United States Government. 

Its function is to assist in financing the export trade of the United States. 

The Bank serves this purpose by making loans directly to overseas buyers of 

American goods and services; by guaranteeing and insuring short and medium 

term export transactions} and by discounting export debt obligations held 

by commercial banks. 

(63.)    Eximbank derives its funds fro» capital stock, from borrowing either 

from the U.S. Treasury or the private capital market, and from retained 

earnings.   AU of the Bank's $L billion of capital stock is held by the 

U.S. Treasury and the Bank may borrow from the Treasury up to $6 million. 
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(61*. )    The Bank has raised funds in the private market through the sale of 

participations in its loan portfolio, and the Attorney General of the united 

States h*3 ruled that Eximbank guarantee of such participations, as well as 

other undertakings of the BanK, constitutes a general obligation of the 

United States Government backed by its fail faith and credit.    The retained 

«•.minga of the Bank, which constitute a reserve for possible losses, are 

slightly in excess of «L billion.    This reserve has been accumulated by the 

Bank after payment of all its operating expenses, including interest on 

funds borrowed, and payment of dividends over the years of som« $500 million 

to the united States Treasury. 

(6Ç.)   Eximbank is authorized to have outstanding loans, guarantees, and 

inaurane* of up to $9 billion.   During its lifa, Eximbank's net authorisa- 

tion for loans, guarantees, and insurance have aggregated over JBJ billion. 

111 •   U.S. Contributions to Multilateral Organiaationa 

A*    tinted Nations Industrial Development Organization 

(66.)   The U.S. contributes 32* of all funds UNIDO receives out of the 

UH budget and approximately 1*0* of all funde UNIDO obtains through its 

participation in the UN Development Program.    In addition, in 1966 the 

U.S. contributed through the UN Development Program $2.0 million to a 

program of Special Industrial Services to be executed by UNIDO. 

B*    PHDP/Spgciil Fund and Technical Assistance 

(67.)   In addition to its bilateral programa for industrial development, 

the United States contributes to the United Nations Development Program 

(ÜIID?) which provides certain technical and pre-investment assistance in 

this field in response to requests from the lesa-developed countries.    The 

United States contributes anaually to the UNDP by matching, on a kO% 

baaia, the contributions of other governments.    In 1967, the United States 
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has pledged to contribute to the UNDP on such a matching basis up to a 

maximum of $70 million. 

C. World bank group 

(68«)   !•    International Ban* for Reconstruction and Development (IBRD) 

The U.S. subscription amounts to $6,360 million of which ten percent has 

been paid in and 90 percent is subject to call to meet obligations of the 

Bank.    Total subscriptions amount to $22,621* million.    As of December 31, 1966, 

the IBRD committed $1,569.1 million for industry or 15 percent of total 

commitments. 

(69. )   2.    International Development Association (IDA) The U.S. subscription 

and supplementary resources total $632.29 million of which $528.29 million 

has been paia in and $104 million is due on or before November 8, 1967. 

Total subscriptions and supplementary resources amount to $1,768 million. 

As of December 31; 1966, IDA committed £01.3 million for industry or 30 

percent of total commitments. 

(70.)     3.    International Finance Corporation (IFC) The U.S. subscription 

is $35.2 million all of which has been paid in.    Total subscriptions amount 

to approximately $100 million.    IFC investments as of December 31, 1966, 

totalled $203.6 million of which $l8U.7 million was for industry and $3.8.? 

million for development finance companies. 

D. Regional development banks 

(71.)     1.    Inter-Anerican Development Bank (IDB) U.S. subscriptions and 

contributions to the IDB's ordinary capital resources, Fund for Special 

Operations, and Social Progress Trust Fund have amounted to $2,186.76 

Million out of a total of $3,79U.U7 million.   The industrial and mining 

sector has received $1*01.8 million of IDB commitments out of a total of 

$L,913 million as of the end of 1966.. 
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(72,)   2t   African Development Bank     The U.S. has offered the Bank technical 

assistance and funda to finance feasibility atudiea.    In addition, the U.S. 

also has indicated its willingness to consider loans for capital projects 

and to participate in joint projects.    To date only «   short-term consultant 

has been requested and discussions are currently underway for U.S. financing 

of two studies in the fields of transportation and power.   A loan has been 

authorised for the Government of Kenya for two road projects in which the 

Bank is also participating.   Also, consideration is being given to the Bank's 

request for a U.S. contribution to a multilateral special fund which the 

Bank plans to establish as a "soft-loan" window. 

(73,)   3'   Asian Development Bank lkm\     The U.S. subscription to U» 

authorised capital 0f the Bank ($1 billion, one half callable) is $200 

million to be paid in fi/e equal Installments.   The paid-in part of the 

first installment has ben provided by the U.S. Government, $10 million in 

OMh and $10 million in letters of credit.    Consideration is being given 

to contributing to certain contemplated special funds, which would be 

•Ministered by the Bank, if the Corares, approve, the President«, r^uwt 

for $200,000 for such purposes. 
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IV.   Encouraging Increase of Private Investments 

A.   A.I.D. activities to encourage increase of private Investments 

Í7U.)       (1)    Guaranty programs.    In addition to making loans for private 

projects in the developing countries, A.I.D. issues insurance contracts 

guaranteeing U.S. firms against some of the political risks and, in 

certain cases, a portion of the business risks, of new investment in 

developing countries.    Under Section 221 through 221* of the U.S.  Foreign 

Assistance Act, Congress authorised three types of investment guaranty 

programs:    (1) specific political risk guarantees against inconvertibility 

of foreign currency, loss of expropriation or confiscation, and loss due to 

war, revolution or insurrection;  (2) extended risk guarantees which can be 

covered \.p to 75* of both political ar.d business risks} and,   (3) extended 

risk guarantees covering up to 100g of losses OR certain kinds of housing 

projects. 

(75.)       A.I.D. •§ program for guaranteeing overseas U.S. private investment 

has continued to expand during the past three years.   There are 75 Agreements 

between A.I.D. and the governments of the developing countries, to promote 

overseas U.S. investments particularly in joint-ventures with corresponding 

indigenous private sector investors.    During the past three years specific 

risk guarantees have been approved covering potential investments of over 

$2 billion.   Extended risk guarantees since 196l have covered an estimated 

investment of over $600 million.   Many other U.S. overseas investments have 

been made through private equity, or guarantee sources which are not included 

in the above A.I.D. guarantees estimates. 

(76.)       (2)   Pre-investment surveys.    Under Section 231 of the Foreign 

Assistance Act, A.I.D. may pay up to $0% of the cost of undertaking pre- 

investment surveys in developing countries.    If after the survey the investor 
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decides not to proceed with the project, A.I.D. will reimburse him up to 

50% of the agreed survey coats in exchange for a professionally acceptable 

raport of the survey.    If however, he decides to invest in the project, A.I.D. 

makes no payment and i.r.e in/estor retains full rights to the information 

derived from the survey. 

(77) Under this program, A.I.D. has financed partially about 2k9 studies 

by potential private U.S. investors at a cost of about $3.8 million.    Of 

these 2h9 surveys, about 33 have resulted in investments in the developing 

countries and the remaining surveys are available for any future investor 

wishing to use them. 

^78,>       (3)    Information services.   An Information Center has been established 

f'.-x- ?'.S. t>-«,ir-eas firms ar.d potential investors which advises and supplies 

economic, investment and pre-feasibility reports to the interested business- 

man.    Through the Catalog of Investment Information and Opportunities, over 

1,600 reports are available to potential investors. 

(79.)       A séries of about UOO Industry Profiles also are available for the 

establishment- of small and medium-aiied industries in the less developed 

countries.    The Industry Profiles provide basic technical and economic data 

on selected industrial plants of stated annual capacities.    Two hundred and 

fifty industries are now covered, and one hundred and fifty more are being 

added.    Each one provides essential information on small or medium-siied pianti 

in a specific industry.    (In addition, other special reports on private sector 

resources, plans, methods and programs geared to investor use are available 

in the Development Resources Referral Service in the A.I.D. Office of Private 

Resources.) 



25. 

(80.)        Each profile discusses succinctly the features of the industry 

and its marketing problems, shows the approximate amount of capital needed 

to estât?ish a plant of specified capacity, and gives an estimate of annual 

coats, by categories, of running the plant at full capacity.   Each profile 

also provides a plant layout aid supple:' e ntary reference information on 

technical journals,  articles,- books, patents, and the like.    It is not, however, 

intended to act as a substitute for a definitive feasibility study. 

(81.)        In 1967, the Inter-American Investment Promotion Center opened its 

doors in NHW York City.    It was established by A.I.D. with cooperation with 

Latir American countries.    The Center brings together information including 

studies, U.S. potential investors, and Latin American businessmen to increase 

ths amowTits arid kir.ds of dasiratle ir.vestr-.ents in Latin America.    Almost, every 

country in Latin America has one or more banks affiliated with the Center. 

B.   U.S. Department of Commerce activities to encourage increase of 
private investments 

(82.)        The United States Department of Commerce in collaboration with the 

Agency for International Development actively seeks to increase the flow of 

U.S. private capital to the developing countries through a comprehensive 

program to offer assistance to U.S. and developing country businessmen.    The 

program h*s three key phases:    (1) informing U.S. business as a whole con- 

cerning the opportunities for investing in developing countries, (2) assisting 

individual U.S. companies which seek to make investments in developing countries, 

and (3) assisting enterprises in developing countries which seek U.S. partners. 

(83.)       (1). Informing U.S. buÉiness.    Informing U.S. business of the potential 

advantages which may accrue from Investing in the developing countries is an 

important aspect of the Commerce Department's programs.   Lack of business 

understanding about the growing markets, increasing industrialisation, and 
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investment pu tor: Mal presented by the developing countries limit U.S. 

business .''.merest in  r.^h  i nvoritment3.     Many business firms have overlooked 

the idea of investing in developing countries for lack of such information. 

Information design...i  v     .. :: urage business'  interest in the developing 

countries is disseminated vriiv.igh the Cernerlo Department's videly-read 

weekly magasine, International Commerce,  through  >ther economic publications, 

through the activities of its investment and licensing ¡specialists, through 

personal contact wi'.:. fc-.uúrr ';smon via the Commerce Department's k2 field 

offices loctUd ir.' !".d. Vr I'.S.  tusinese  cities,,  and  through talks give1"' by 

Commerce Department officials to .nectin^s of businessmen all over the United 

States.    F^nphasis is placed on the changes» taking place in the developing 

f'v;.nt-i(ü, a-d ••'• jpc.:itic exarples of mutually beneficial investments that 

have been undertaken by U.S. busj r.essmer in the developing countries. 

(8U.)       {?)    Assisting U.S. busineaa firms.    U.S. firms interested in making 

an investment in a developing country or searching fer a country in which to 

locate an investment  er for a partner, or licensee, have available from the 

Department of Coinmerc« a wealth rf uaeful information.    This includes a broad 

range of background information concerning the basic economic structure of 

the developing countries.    Such information is furnished through the Commerce 

Department's economic and commercial publications and surveys, through its 

extensive information files, and through other sources gathered by the Depart- 

ment, such as the Catalog of Investment Information and Opportunities which 

contains studies conducted under the auspices of A.I.D. and international 

agencios. 

(85.)       After the U.S. company has narrowed its 3tudy to a few possible 

locations, the Department of Commerce can supply detailed marketing information 

to assist the company in its choice of final location.   This information can be 
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interpreted and related to the specific needs of the company by the Department's 

industry and country analysts.    Additional information can be supplied, including 

the specific tax laws, and investment incentives of the various developing 

countries.    The Départ v.ht will also put the company in communication with the 

investment development offices of the developing countries in which the firm 

is interested, if the countries maintain such offices in the United States. 

In situations where there is no such office in the United States, the Pepart- 

ment can arrange for the company to talk with the Washington represe:-tat ives 

cf the countries cuneen, d and to communicate wi+h planning or development 

offices in the developing country itself.    Thus the Department by drawing 

on its ow!; sources, on other U.S. Government agencies, on private U.S. and 

forbigli st.-^VBS and on scu'ces in the developing countries, makes certain 

that the U.S.  company interested in making an investment in a developing 

country receives all available information tc evaluate and initiate an invest- 

ment. 

(86.)       If the U.S. company:is searching for a partner or a licensee in a 

developirg country, the Department of Corrcerce is able to offer assistance 

through various techniques, officially identified as Trade Lists, Trade Contact 

Surveys, World Trade Directory Repoita on specific foreign firms, and specific 

foreign firms, and specific investment opportunities in which a party in a 

developing country with a definite project in mind has expressed interest in 

obtaining U.S. private capital or a U.S. partner.    Both U.S.    Foreign Service 

posts and visiting Department of Commerce Trade and Investment Missions strive 

to gather such investment opportunities and report : them to the Department. 

If potential partner for the U.S.    company cannot be found in the Department's 

files of known investment opportunities, an attempt can be made to find one. 
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If a U.S. Trade and Investment Mission is scheduled to visit the developing 

country in which the U.S.  company is interested, a resume of the company's 

pi-opcza-1  ^an be carried by the Mission and will be discussed with business- 

men in the developing oouni.., . 

(87.)        The Department can al30 aiTu:ige  to have the V.5, company's proposal 

printed in the  "Commercial Newsletters" that are distributed to local 

business communities in many of the developing countries by U.S.  Foreign 

Service posts. 

(88.)        (3)   Assisting enterprises of the developing countries.    The Depart- 

ment of Commerce also assists enterprises in the developing countries seeking 

U.S. capital participation, U.S. partners or U.S. licensors.    Once an enter- 

prise :*.:. a <-tcY?lc'pi:ig country has made it known to a U.S. Foreign Service 

post or to a Department of Commerce Trade and Investment Mission that it is 

seaz'ching for some form of U.S. private participation, the enterprise's 

proposal is sent to the Department in Washington as an investment opportunity. 

(89.)       The investment opportunity is then widely disseminated to the U.S. 

business community through Department of Commerce publications.    It can also 

be sent directly to U.S. companies known to be interested in that type of 

investment opportunity.   In some cases it is personally taken by the Commerce 

Department's field offices to interested U.S. companies.    In the near future, 

moreover, the Department will have finished computerising its records and 

will be able to communicate each investment opportunity directly to many U.S. 

companies that operate in areas related to the investment opportunity.    The 

Department's computer files will contain information on many thousands1 of .U.S. 

companies, listing their product interests, and their investment interests. 

Using these computer files, the Department winl be able expeditiously to 
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match each investment proposal with U.S. companies listed in the files. 

U.S. companies picked by the computer can then be individually contacted. 

(90.)       (U)    Summary.     Through the programs and services outlined above 

the Department of Cimrr.erce can not only design a program likely to lead 

to investment, but can also supply current and continuing information to 

businessmen in relation to their foreign investments.    Ine Departrant of 

Commerce, through its information gathering system, its educational program, 

its promotional media, and its consultation services, is able to supplement 

the availability of private services in the United States and to increase 

the flow of U.S. private captial in the developing countries.    The in- 

formation files of the Department of Commerce contain probably the   .United 

States' larg-33- single resevoir of information needed by businessmen 

interested in investing abroad. 

(91.)    C. Department of Labor cooperation. 

The Department of Labor provides two types of assistance to developing 

countries which promote industrialisation and development.    DOLITAC (Department 

of Labor International Technical Assistance Corps) provides technical experts 

to the governments of the developing countries in the field of labor and 

manpower, e.g., manpower planning and administration, labor statistics, labor 

standards, and labor ministries development and administration.    These services 

enhance the ability of developing countries to promote economic development, 

including industrialisation and labor and manpower needs.    The second area in 

which the Department of Labor provides assistance is the field of information 

to businessmen on foreign labcr conditions.    The Bureau of Labor Statistics 

in its Division of Foreign Labor   Conditions publishes studies on labor law 

and practices in foreign countries and also maintains current files of 
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information on vaga«, hours, working condition!, labor legislation, trad« 

unioni and other matterà of direct concern to businessmen who vili be 

employing foreign worker« in their overseas organisations.    The Department 

of Labor also trains annually a large number of persons from developing 

countries in such fields as manpower planning, labor statistic« and 

economics, safety and apprenticeship training. 
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V. U.S. Direct Private Investment Abroad in SectorB of Ma.lor Interest 
to International Symposium on Industrial Development 

(92.) In less than ten years the value of U.S. private direct investments 

in manufacturing establishments in the developing countries  more than 

doubled. By the end of 1965, as shown in Table 1, these investments had 

a book value of $3.U billion. This sharp gain has been one of the signifi- 

cant factors in the international transactions of the U.S. economy. 

A. Rise in U.S. manufacture investments 

(93.) By the end of 1957 manufacturing accounted for lU percent of total 

U.S. direct private investments in the developing countries. By the end 

of 1965, manufacturing had grown to represent more than 201% of this total. 

(9U.) Many economic and political factors influence the availability of 

capital for foreign investments. As a result, there is usually considerable 

fluctuation/ in the year-to-year level of total new U.S. direct private 

foreign investments. However, the manufacturing segment of this total 

U.S. direct investment in developing countries has shown an impressive 

growth in recent years. From a figure of $185 million in 1957, the annual 

flow of U.S. direct private investment into manufacturing in the developing 

countries, as shown in Table 2, rose to over $300 million in 1963 and to 

more than $500 million in 1965. 

(95,) B. Large share of earnings reinvested. U.S. manufacturing affiliates 

in developing countries make a general practice of reinvesting a large »hare 

of their earnings in order to finance new investments in these countries. 

11 Includes all of Latin America, Asia except Japan, Africa except the Union 

of South Africa, and Oceania except Australia and Mew Zealand. 



32. 

As shown in Table 3, these reinvested earnings have accounted for a large 

share of total new investments. 

(96.) Whila an important share of U.S. ne* investments in manufacturing 

in the developing countri as is financed from the earnings of U.S. affiliates, 

there has also been a considerable expansion of direct, capital outflows from 

the United States for such investment. New capital outflows to the developing 

countries amounted to $302.3 million in 1965. This compares with a figure 

of $157.6 million in 1962. 

(97.) As shown in Table h,  there has been considerable fluctuation in 

the year-to-year capital outflows from the United States by manufacturing 

product groups to the developing countries. However, decreases in the 

net outflow may reflect .»¿ptymunt of debt to the parent company and not 

a liquidation of the investment. For example, there was a sharp decline 

in net outflow from the United States in investment in manufacturing of 

food products in 1961* contrasted with 1963. In 1965, however, there was 

a sharp increase in the outflow to that industry. On the other hand, since 

1962 there has been a consistent rise in the outflow for investment in the 

manufacturing of chemicals and allied products. In addition, chemicals 

during this same period accounted for the largest share of the outflow by 

principal product groups. 

(98.) Net capital outflow from the United States and the U.S. share of 

earnings retained in the developing countries have been an important source 

to finance plant and equipment expendituré* of U.S. manufacturing affiliates 

in the developing countries. In 1965, for example, by far the major share 

of such expenditures were financed by capital flows and undistributed earnings. 
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C. Returns on investment 

(99.) The return on U.S. direct investments in manufacturing in the developing 

countrid3 ever the past several years appears to have been moderate. As 

illustrated, the attachad çraph, returns to American investors since 1958 

from U.S. direct investment in manufacturing in Europe, a developed area, 

exceeded the returns from U.S. manufacturing investments in the developing 

countries. Furthermore, with the exception of 1959 and I960, these returns 

from the developing countries lagged behind the returns from U.S. domestic 

manufactures. Preliminary data for 1965 show that the rate of return was 

15 percent from U.S. domestic manufacturing, 13.0 percent from Western Birope, 

and 12.3 percent from the developing countries. 

D. Sal t-i -jxpandjr.tj 

(100.) The contribution made by manufacturing affiliates in the developing 

countries to the economy of the country can also be measured by the sales 

of these firms. These concerns produce a wide range of manufactured products 

needed by the local economy» ranging all the way from basic food products 

to sophiscated types of machinery. In 1957 sales of the U.S. manufacturing 

affiliates in developing countries totaled $2.7 billion. By 1965, as 

presented in Table 5, sales had more than doubled, amounting to $6.2 billion. 

(101.) The production of these affiliates not only leads to increased 

employment, but also supplies goods which would otherwise have been imported. 

Many of these manufacturing affiliates also produce substantial output for 

export from the developing countries. Data on this point are available 

only for sales by U.S. manufacturing affiliates in Latin America.., These 

show that their exports have been increasing steadily during the past several 

years. As indicated in Table 5, exports of U.S. manufacturing affiliates in 

Latin America increased about fourfold from 1957 to 1965, representing 7 percent 

of sales in 1965. 
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Table 1 - Valu* of U.S. Direct Investmente In 
Manufacturing in Developing Countries 
at Year End 1957, I960, 1963, and 1965 

(Allions of dollars) 

3k 

ML ÜH m •JMMML 

w 

Latin America 
Africa 
Asia 
TOTAL 

1200 
6 

133 
U»19 

1520 2213 291*0 
10 19 55 

195 185 399 
1725 2&7 3391t 

Í, Preliminary 
Ixcludti Cuba 

Sourcei   U.S. Department of Commerce 



Table 2 - New U.S. Direct Inveetinenti 
in Manufacturing in Developing 
Countries, 1957 and 1963-65 

:as> 

(Allions of Dollars) 

-M*L iltMTTT i flfifflFtSÉM 
V 

aXltìmtimJmiJmMmm 

195? 
1963 
im, 

185 
m 

163 
21*9 
U81 
U26 

22 
52 
?2 
?8 

Prelininary 
Sua of net capital outflow and undistributed earnings 
Excludes Cuba 

Source i   U.S. Department of Co«ierce 

iliMlif'f iÉnJt"t'*~ì'*""*"Jt—t- --^'" •MMtfÉÉlHiaiiHHHMilll 
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Ttble 3 - U.S. Net Capital Outflow to and Share of U.S. 
Undietrvbu tad Earning« of Manufacturing Enter- 
prises in Developing Countries as a Percent of 
U.S. Direct New Investment, 1957, and 1961-65 

Net 
Capital Reinvested Total New 
Outflow Earnings Investment 
 1 2 L_ 

19S7          éO ho                                  XOD 
1961          ¡A 56             100 

1963                          g 3S                                  100 

19m/           S ^                 wo 

^EF * • ^F^fcwrtffcSrt^^Ppfc J 

SPUTO«t   U.S. Department of Conweroe 
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tirutNs ON omiCT INVBSTMENîS m MANUFACWIHNG 

••MIMMI Developing countrits i«a>aiw«»t U.S. cUmtitic manufacturing 

ItSS       If!?     19*0      19*1       1962 19*4       1965 

¡J«**   «tturn «n tfNmN( »ytrf^chirlin rtpf tin, n*f inc#NM * ^ ^^ ^ 
m« Mginninf »f Mi« yMr.   •«•«ru M é%*ct »<tnuf«<tvring lnv<»t«MH in «M <lév««>»i*f 

fc^fc *•!*• of tn«» Invwl«,.**. «| flit »«finning «# Hi« y«ar (*•( »«„Inf. «ft« „»,„), 
MURCIi U.S. 
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