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l. During·the consideration of the Terms of Reference of
1

the:~ub-Commiesion 
" ~ • : i 

on Econom:l,c Developmen~ at the Th:l:rd Session of ·the Ec·.Jnomic and::,Social 

Council, the Delegation 6f China, submitted. a memorand.um c;r:taining th~ 
J: ·1' ' • I ' I • 

followinG statement: 

" ,' 

2. 

• I 

' 
11Cap1 tal inveatmen't for the ~conomic development of the , , 
under-industrializE!_d countri~ can take ''the fornis of gov.ernmrfntal 
loans; loans from· an internatior.al body such as the Int~rnation:l-1. 
Bank for _Reconstruction and.-:' ..... ·c:'opment, and private cre:;li t 
arrangements and direct investment. Under the present w~rld 

. ,cond+ tiona·, it is possible that. governmental and internationar loEi?.S 
will be q,uantitatively more important than :private~.direct investmept 

,.and loans. But the·latter are not to,be ov~rl.ooked. The crl:'lstion 
of condi,tions under •.which the poosible abuses·, of, inter:qa.tio~l .• , 
investtp.ent carl be avoided ani itJ benefi ta reaped ie, therefore, a. 
primory cohcern of the Sub-Commission on Economic Development; 1 

, • c I ' 

"Th{; establishment of an international ·.code relating to fore'i 81'\ 
investments e~ould1 therefore, be considered. Thie code should 
include various conditions and. standards of·pratice relating to ' 
international loans and other for;ms of international investmeRt. 

I 

"The two .. fold purpose.of such'a code is tQ ~ncourage'foroil¢ 
1 

investment on the one hand and to eliminate ita p0~Sible abus~s on 
the other."* 

At the same meeting tne bel~gation of the united States submitted a . ' ' 

, I 

related suggestion that the Sub .. Commission on Economic Development "conduct 
, . . . I 

,I 

atudi·e~ ·in'to the need for, 'and methods of 1 • the ·internati~~1al· i;tco~oration.t;:<l .
1 

of private business firms conducting.buai'ness operations-en an international .. 
- R E C12~,T~nie. ··** 

H.\~.fi ~ 0 t'A:-; 
~ ·* Dec~~~ E/ C.lli9, pp.2-3 
ul'.i''·~t-t"q~~ent E c.ll/7, p.3 · ' . 
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,• 

.J,· ....... ··~ 

3.·~ · .The.:purpose of the present memorandum is to call.attention to certain 

studies· and recommendations previously made regarding the above subjects. 
/ . . 

4. The~proposal of the Delegation of China refers to so-called private 

intern~tional investment. For pur~~ses of the present statement this is 
";' : ~ ~ ;;~' ~ . ., '(~, ,._ l 

· takep. t~, .. n:ee.n fore.\g~ investments·.-~ada by private indi vi~uals or busi!lees 
' . :.""' ·~!..,..... (,o' 

~irms whic'h ma;)~ talte ~the for!il of:' . ...., ' 
,: ... ,., \ 

.. (~)_ .~, llire~t 'investment-tn~real, !Jro:pe~ty, .in natural resou:r:ces and 
t• ~J ~ ,"" • ,-• ,. i " J "'r I • ~ ' 

in business concerns ovm.ed. or. operatE/d. by a foreign invest;r,. either 
I 

personally or in association with others; 
' I 

-,.. (b r . E<iuity inves"tment in OOtlpafy shares and· simgar rights;"" ~ . . ..... 
•' 

' r 
"' ' ,· '(c') ""Fixed-interest investment .by. -private inv,estors i!! ~~dium .. ?r· 

"1 ,:• 16ng~term ~riyate Or publ;iC'l08.Uf3 1 :9r0di't8 and e_tdVaUC~~• tO~ private. 

borrowers arid. pubUc authorities. r . . .. 
"' 

t 

f '":.' 

Co~siderable work'waa·d.one omva,rious.aspects.of private internati.onal 
..... -' 't' 

investn:.ent by the Committees and": Secreta:dat of. the L(;lague· of .. Nations. 
I •'l.' • .. • , ' .. .. I • / ~ :t .. ,, ~ ' ' 4. .... I '"" 

. .. 
, .. In P,articular, a··special joint committee of•,the Le.ague of ~Iation:s issued 
<1"'\f' ~ l- ' ol ... _.. , ~ ., : ~ ... I ' , 

··a·prellminary.repGrt'•in 1946 entitlcd.-"Coridi'tio.ns' of·Private Foreign 
.. r l "' "\ ' ,._ ' ' f' ·~ .\ 
,'. : '-' I \ - ,• J ( 1 .._ ' .. ,_ \ ' ~ f' ~ ~ 4 '-: f ,0. 

.Investment." tThia provides e."comprehensive statement of the pr:Jblem and 
4 I.':\. t " ,.. ' ~ , ~ ""' + t f" .. 1 ~ • ~ ._ • ·• " ! 

~~' ) '• ..._ I ~ I ._ 

i~ therefore ·attachEHl to the .presc~1t· memorandum f0r_ the. information of 

the Commisai'on~~ 'Prevtous·. reports· by· the Leagt1e of ·Nations on spec'ial 
~ _; "'~ • t I \ , 

~ ~· . . ' 
aspects of the question, incluclo: . .. ' 
•,"' .. r; . , ... . ~ ' " ... 1 

' 

.... 

6. 

, (a) "lvtodel Conventions for the Prevention·of International D::>uble 
Taxation ·and Fiscal Evas16n1~ (Renor,t of. League of Nations Fiscal 
.Committee, Second'Regio~al Cor.fe;ence, 1945); 

'• . 
. (b) 11Repor£ of -!;he Committee f:Jr the Study of International Loen 
b~ntracts" (Leac;ue of· Nations, 1939) .- • ..• 

:;; . ' . 
... This report contains; inter 'alia·, ,a draft convention for the 

' creation of a:· tribunal .to· arbitrate' differe.nces. arising from 
' ,- " I 

1;tnternational l()an contracts.-··. ; ,! '. 
l 

I 

The definition of the problem as seen by the Le~g~e of.~ations ,special 
. I 

joint COill!lli ttee on -r:rtvate foreign investment iS indicated by the f()llO,·rlUB, 

'excerpts from its report: 
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"The need. for an international code relating-to pri-vate foreisn 
investment is felt in various quarters. Accord.ing to its advocates 
a code should.' provide ·certain general. standar·ds of conduct for the • 
gui,d'ance· o~ the· var.ious -interests concerned in ca11i tal .. recei vin& 
countries and'the·guidance of.private investors and enterprises engaeed 
1n ~api taf venture' abroad·. It is euegested, tmoreover, -that sn0h a 

·-code, Or pa.rts of rt, .could·be formalized thrr:>ugh internathnal 
• conventions. · ;__ , • · 

"-Some 'of ~the.· ground h~ ·'been·prepared •by ·val•ious committees 
o.f the League M';Hationo~ Stldh as the Economic·Cornmi:ttee; the Fiscal 
Coi:nmi ttee, ~he Committee on IntE>rnational Loan. Contracts and. also 
by·other organizations,~such·as the Interns.tional Chamber of C·::mllnerce 
and the Iriter-America:il Development Commission. These various bodies 

·have made useful contributions on pa~ticular pointe; but no 
comprehena'ive··body of r'lles·haa been formulated- to cover the subject 
as a whole- - · 

:
11The ~laboration of practical norms f.ully embraci~8· the various 

as')?ects :1f private foreign invastment in i·ta many ram.Uicatians is a 
task which this Com."llittee may not have the op~ortunity tr:> c0nclude; 
nevertheless, it is urgent. Those facts have prompted the Committee 
to' p'ubiieh without del~y .~the ftrst reoults -of its ·discussions' as a 
preliminary C-Jhtr'ibution to· the problem. ~:But.our report; is not more 
·than an attempt to indicate the essentials of an internati')nnl code 
::;:elattnc -t') -pri-vate· foreign investment·~ T:he competent organs of the 
United Nations-will, ~it·is hoped, pursue the.work towards the formulatjor 
and recognition of internation~l standard~ in respect of private 
investment relations. 11 

• • • 

! - ... f 

The Preparatory Committee of the United Nations Conference on Trade 

·and Em-plo'Yment'.has'.given some considerat~on· to varlous aspects of 
"' .. • ... • H • 

internat"ionar·investment •. While· the recon:mend~tions.,of the.Preparatory 
... ...._ " 

Committee must go through several furth~r ~tages ~cfore entering into 
. - -

force, they-are included here for·information rurposes. 
~ ' ~ - ,-

Chapter IV, 
... - ..:. "'- .. - " ' Article 12·of"the Draft Charter of the Inter~ationa~ ~rade.Organization 

-- '! ., ., ~-! 

' . 
contains~the following relev~nt provisions: 

...... - .,. .... · ., 
"(1) Members recocnize that progressive economic development is 

dependent upon the availability of adequate supplies of 
(a) ,capital funds; and 
(b) materjals, equipment, advanced technology, tralned worker~ 
and managerial skill. 

n(2) Members agree to :Impose no unreasonable impediments that would 
~revent other Members from obta1ning access to facilities required 
for their econ::->miq o.eveloiJment. 

"(3) Members agree to c·o.-operate within the limits of their power 
to do so,. '"i th the arpropriate, interna ~ional oreanizati0ns of which 
they are members in tho provision of such facilities. 

,_ 
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11 (4) Membsrs agr-ee that, in their. ?-eatmont of other Membsrs,. 
business entities or persons supplying them \Tith facilities. for 
their industrial and general economtc·development not only will 
they conform-to the :provisions of theil'·relevant international 
obli'gatiorl.s now in effect or .vrhich they ·may undertake· pursuant 
to Paragraph (5) of Article 66 or othel~ise, but also that in 
general they will· take no .unreascnable action injurious to the 
interests of such.other Members, business entitie~ or persons. 

"(5) The Organization shall receive from any affected Member or 
with the parmissron of th•t ~bar from business entities or persons 
within its-jurisdiction, ~plaints that. action by another Member · 
is i~consi~;Jtent with.its o:bliaations .under paracraphs (2), (3),or· 
(4~. In the event_ of such ~laint, the ·Organization ~ay, at its 
d:i.scretion, ·request· the M~e:J:a concerned to enter into consultation 
wi tn a ·view· to raaching a .. tuallY- ·satisfactory. settlement and mf'.y 

-·lend its good offices to this et'ld.." 

Article 66,._.Section 5/ referred 'to in ·the fourth· section of Article 1~, 

reads as follows: 

"(5)· The Conference* may d~k>'P and.; by the affirmative votes of 
tw·o-thirds of its Members, ft~end for their acceptanc_e, _ 
conventions and agreements wtlh respect to any matter wit~in 
th~ competence of the·orgarii.tion. E'ach·Member undertakes that 
it -&ill, l·Ti thin eiGhteen months after SUCh reCOI!llllendatlon by the 
Conference, make a decfsion· upon it •. Each 'Nen_fber shall notify th~ 
Director-General of the action taken and, in the event~of rejection 
of such recommc~dation, shall furnish a statement of the reasons 
therefor~" · · .... .. . · . .. 

Article '61, Section 5 of the Draft·· ITO Charter is also·relevant and_includes 
' . 

the following function of'the,Internatior~l Trade Organization:· 

J 

' 

"To make recoruuend.ations'fcr, and-promote the acceptance by 
Members of:, international agreement do'sit;ned to improve the 
bases of trade ·and to assure ~ust and equitable treatment 
for the ent~r~rises, akil~a, capital, arts and technology 
brought from one country to another,.including agreements 
on the treatment of foreirrn nationals and enterprises, on the 
treatment of commerical travellers, on··commercial.arbi trt;Ltion 
and. on _the avoidance of double taxation."·-

~ 

* The.Conferemce is_ the·'plenary 'body of the ITO consiGting of 
representatives of ail members of the Organization. 


