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EXECUTIVE OFFICE OF THE PRESIDENT 

OFFICE OF MANAGEMENT AND BUDGET 

WASHINGTON, D.C. 20503 

AUG 2 1 1974 

MEMORANDUM FOR THE PRESIDENT 

Subject: Enrolled Bill S. 2957 - Overseas Private Invest
ment Corporation Amendments Act of 1974 

Sponsor - Sen. Church (D) Idaho 

Last Day for Action 

August 27, 1974 -Tuesday 

Purpose 

Extends certain basic authorities for the Corporation until 
December 31, 1977; authorizes the Corporation to issue 
reinsurance in lieu of direct insurance; terminates certain 
activities of the Corporation; and for other purposes. 

Agency Recommendations 

Office of Management and Budget 

Overseas Private Investment 
Corporation 

Department of Commerce 
Export-Import Bank of 

the United States 
Department of State 
Department of the Treasury 
Agency for International Development 
Council on International 

Economic Policy 

Approval 

Approval 
Approval 

Approval 
Approval 
No objection 
No objection 

No objection (Ihformally) 

Digitized from Box 4 of the White House Records Office Legislation Case Files at the Gerald R. Ford Presidential Library
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Discussion 

The Overseas Private Investment Corporation (OPIC) was 
created in 1969 to assume operation of the private invest
ment incentive programs then operated by the Agency for 
International Development (AID). Its purpose, as stated 
in its authorizing legislation, was "To mobilize and 
facilitate the participation of United States private 
capital and skills in the economic and social progress of 
less developed friendly countries and areas, thereby 
complementing the development assistance objectives of 
the United States •••• " 

To carry out its purpose OPIC was authorized to conduct, 
among other things, programs of investment insurance and 
investment guarantees. Investment insurance constitutes 
the bulk of the Corporation's operations, and in this regard, 
OPIC offers protection to United States corporations and 
other entities investing abroad against the political risks 
of inconvertibility, expropriation, and war, revolution and 
insurrection. Investment guarantees are available to cover 
not only the political risks but the commercial risks of 
overseas investment as well. 

s. 2957, which would have no significant budgetary impact, 
would extend OPIC's program authority for both investment 
insurance and guarantees from December 31, 1974, to 
December 31, 1977. OPIC's authority to operate any of its 
programs, except investment insurance and the new reinsurance 
activities authorized by this bill, would be terminated 
after December 31, 1979. Under the bill, the President would 
be authorized to transfer these terminated programs to other 
United States agencies. When transferred, these programs 
would be limited to countries with per capita incomes of 
$450 or less in 1973 dollars. 

With respect to its investment insurance activities, OPIC's 
role as a direct insurer against political risks would 
be gradually phased out in favor of a role as reinsurer of 
private insurance companies and other financial institutions. 

'·,~ l! l';;! 'a," ·---
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Specifically, the bill would prohibit OPIC from directly 
writing inconvertibility and expropriation insurance after 
December 31, 1979, and would terminate such activity with 
regard to war risk insurance as of December 31, 1980, unless 
Congress modifies these cut-off provisions by law. Thus, 
the Corporation would be restricted to acting solely as a 
reinsurer as of December 31, 1980. 

In authorizing OPIC to enter into various reinsurance 
arrangements with private insurance companies and other 
entities, S. 2957 would permit OPIC to incur maximum 
reinsurance liabilities of up to $600 million annually and 
up to an aggregate amount of $7.5 billion at any one time-
the maximum liability currently authorized for OPIC's 
political risk insurance programs. Any reinsurance issued 
by the Corporation would require the direct insurer to cover 
certain portions of the liability itself and OPIC would be 
directed to try to increase the amount of this liability 
coverage to the maximum extent possible. 

Other significant features of the enrolled bill would: 

Authorize OPIC to seek appropriations to replenish 
or increase its insurance reserves only when those 
reserves fall below $25 million and to issue, for 
purchase by the Secretary of the Treasury, notes, 
debentures, bonds or other obligations (not to 
exceed $100 million at any one time) to discharge 
its investment insurance or reinsurance liabilities; 

Require the Corporation to report to Congress by 
January 1, 1976, regarding the possibilities of 
transferring all of its activities to private 
insurance companies, multilateral organizations 
and institutions, or other entities; 

Bar OPIC from insuring or reinsuring any investment 
if the Corporation determines that such investment 
would significantly reduce the number of the 
investor's United States employees; 
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Require the Corporation to develop and implement, 
within 6 months after the date of enactment of 
this bill, specific criteria intended to minimize 
the potential environmental implications of projects 
undertaken by investors abroad under any programs 
OPIC operates. 

The Conference report on S. 2957 also instructs OPIC to consult 
with the Congress on plans for any insurance programs in 
Indochina. The report further states that OPIC should 
not insure any large United States private investments in 
Indochina unless OPIC obtains significant private participa
tion or until OPIC receives specific instructions from 
Congress. 

The Administration sought a 2-year extension of OPIC authorities 
along with new reinsurance authority as part of the 1973 
foreign aid bill. However, in that bill, Congress granted 
only a 6-month extension of existing authorities until 
December 31, 1974, pending a thorough review of OPIC's 
authorities and programs. The enrolled bill reflects the 
results of that review. 

With respect to the long run reinsurance functions OPIC 
will have under the bill, State comments in its enrolled 
bill letter as follows: 

"The •overseas Private Investment Corporation 
Amendments Act of 1974' (S. 2957) satisfies 
the Administration's major requests of Congress 
public and private participation in an insurance 
consortium, retention of OPIC's public purposes, 
and an orderly transfer of insurance authorities 
from OPIC to the consortium." 

With respect to the future transfer of OPIC programs other 
than reinsurance, the Congress considered these could be 
better performed by other agencies. Thus, for example, the 
report of the Senate Foreign Relations Committee states: 



"The Direct Investment Program should be 
shifted to AID along with the Special 
Activities Programs •••• AID is experienced 
in direct aid programs and, because of its 
substantial resources, better able to handle 
them than is OPIC." 
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While the changes which the bill would make in the future 
role of OPIC go beyond those recommended by the Executive 
Branch, neither we nor the agencies see any basis for 
objecting to them at this time. The changes are not 
required to take effect for a number of years, thereby 
affording ample opportunity to assess their validity in 
the light of OPIC's experience as it becomes increasingly 
involved in reinsurance. 

Enclosures 

Assistant Director for 
Legislative Reference 
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f9verseas 'Private Investment Corporation 
1129 20TH STREET, N.W. 

WASHINGTON, D.C. 20527 U.S.A. 

OFFICE OF THE PRESIDENT (2021 632·8584 

Mr. W. H. Rommel 
Assistant Director for Legislative Reference 
Office of Management and Budget 
Room No. 7201 - New Executive Office Building 
Washington, D. C. 20503 

Dear Mr. Rommel: 

This is in reference to your Enrolled Bill Request of August 15 
regarding S2957. 

The purpose of this legislation is to extend OPIC's program authority, 
both for investment insurance and guaranties, through December 31, 1977. 
The bill directs OPIC to achieve private participation in its program 
and requires that by December 31, 1979 for expropriation and inconverti
bility risks, and December 31, 1980 for war risks, OPIC cease acting 
as a direct underwriter and act as a reinsurer only. Interim goals are 
established beginning January 1975 with respect to the amount of private 
participation OPIC should achieve by certain benchmark dates through 
1980. 

The bill permits OPIC to incur reinsurance liabilities of up to $600 million 
in any one year and requires the reinsured party to retain for his own 
account "specified portions of liability, whether first loss or otherwise. 11 

OPIC must endeavor to increase such specified portions to the maximum 
extent possible. 

The legislation requires that OPIC cease to operate its finance program 
on December 31, 1979. Authority is giventethe President to transfer 
these programs to other U.S. agencies by that date. When such programs 
are transferred, their operation will be limited to countries with per 
capita incomes of $450 or less in 1973 dollars. 

The bill bars OPIC from seeking appropriations to augment is insurance 
reserve until the reserve falls below $25 million. OPIC is permitted ~ 
to borrow up to $100 million from the Treasury, repayable within one/ '*! t 
year, should OPIC need to pay claims in excess of its reserves befor' ~·· 

sufficient funds are appropriated. \-:"' ~· 
'·-. . . !'! f" /7 e ~.*' 
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New mandates are added to OPIC's statute. The Corporation is prohibited 
from providing assistance to projects likely to significantly reduce the 
number of an investor's employees in the U.S. because he is replacing 
his U.S. production with production from a foreign investment involving 
substantially the same product for substantially the same market as his 
U.S. production. In addition, OPIC is required to give preferential 
consideration to projects involving small business, and to projects in 
less developed countries with per capita incomes of $450 or less in 1973 
dollars. 

OPIC is, in general, pleased with this legislation. We were successful 
in amending the bill on the Senate floor to remove penalty provisions 
which would have put the Corporation out of business if we failed to 
achieve the interim goals. In addition, the Statement of the Managers 
on the Conference Report provides with respect to the long-term goals 
that they have been included in the legislation subject to the understanding 
that they will be reviewed in the light of OPIC 1 s actual operating experience 
during 1975 to 1977. The wording of ''reinsurance section" which 
establishes the amount of liabilities reinsured parties must retain for 
their own account is acceptable to OPIC. In fact, this was the critical 
issue in the Conference on the legislation, and the House version which 
OPIC supported was adopted. 

In summary, we believe S2957 is satisfactory. We believe it establishes 
reasonable goals which are capable of achievement over the next three 
years. 

We support this legislation, and recommend that it be signed into law 
by the President. 

Sincerely yours, 
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AUG 16 1974 

Honorable Roy L. Ash 
Director, Office of Management 

and Budget 
Washington, D. c. 20503 

THE ASSISTANT SECRETARY OF COMMERCE 
Washington, D.C. 20230 

Attention: Assistant Director for Legislative Reference 

Dear Mr. Ash: 

This is in reply to your request for the views of this Department 
concerning s. 2957, an enrolled enactment 

"To amend the title of the Foreign Assistance Act of 
1961 concerning the Overseas Private Investment 
Corporation to extend the authority for the Corporation, 
to authorize the Corporation to issue reinsurance, to 
terminate certain activities of the Corporation, and 
for other purposes." 

to be cited as the uOverseas Private Investment Corporation Amend
ments Act of 1974." 

The principal purpose of S. 2957 is to extend the statutory operating 
authority of the Overseas Private Investment Corporation (OPIC) 
through December 31, 1977, and state the intent of Congress that OPIC 
cease all participation as a direct insurer of overseas investments 
after that date. S. 2957 also directs OPIC to achieve increasing 
participation by private insurance companies and multilateral organi
zations on a sliding scale arrangement, starting as early as 
January 1, 1975 for some forms of insurance. 

This Department recommends approval by the President of s. 2957. 

any increase in the 



EXPORT-IMPORT BANK OF THE UNITED STATES 
WASHINGTON, D.C. 20571 

PRESIDENT 
AND 

CHAIRMAN 

Director 
Office of Management and Budget 
Executive Office of the President 
Washington, D. C. 20503 

August 16, 1974 

Attention: Assistant Director for Legislative Reference 

Re: Enrolled BillS. 2957 

Dear Sir: 

CABLE ADDRESS ''EXIMBANK" 
TELEX 89-481 

This is in response to your request dated August 15, 1974, for the 
views and recommendation of the Export-Import Bank on Enrolled BillS. 2957. 

The Export-Import Bank has no objections to S. 2957 as enacted by 
the Congress but would defer to the opinion of the Overseas Private Invest
ment Corporation on this legislation. 

Eximbank, therefore, would recommend that the President sign into 
law Enrolled BillS. 2957. 



DEPARTMENT OF STATE 

Washington, D.C. 20520 

Honorable Roy L. Ash 
Director, Office of 

Management and Budget 
Washington, D. C. 20503 

Dear Mr. Ash: 

August 20, 1974 

The following is in response to Mr. W. H. Rammel's 
request for views and recommendations on S. 29S7. 

The ''Overseas Private Investment Corporation Amend
ments Act of 1974" (S. 2957) satisfies the Administra
tion's major requests of Congress -- public and private 
participation in an insurance consortium, retention of 
OPIC 1 s public purposes, and an orderly transfer of 
insurance authorities from OPIC to the consortium. 

The Department of State recommends that the President 
sign the bill. 

Linwood Holton 
Assistant Secretary for 
Congressional Relations 
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THE GENERAL COUNSEL OF THE TREASURY 

WASHINGTON. D.C. 20220 

Director, Office of Management and Budget 
Executive Office of the President 
Washington, D.C. 20503 

Attention: Assistant Director for Legislative 
Reference 

Sir: 

AUG 1 91974 

Your office has asked for the views of this Department on 
the enrolled· enactment of S. 2957, "To·amend the title of the 
Foreign Assistance Act of 1961 concerning the Overseas Private 
Investment Corporation to extend the authority for the Corporation, 
to authorize the Corporation to issue reinsurance, to terminate 
certain activities of the Corporation, and for other purposes." 

The enrolled enactment would (1) extend the Overseas Private 
Investment Corporation for three years, through December· 31, 1977; · 
(2) terminate the Corporation's role as a primary insurer for 
expropriation and convertibility risks on December 31, 1979 and 
for war risks on December 31, 1980; (3) authorize the Corporation 
to seek appropriations only when its insurance reserVe falls below 
$2'5 million and to issue for purchase by the Secretary of the 
Treasury notes, debentures, bonds or other obligations to discharge 
its liabilities under investment insurance or reinsurance;· (4) ·.bar 
the Corporation from granting coverage to plants whose establishment 
would significantly diminish the nUmber of U.S. jobs provided by the 
investor; and (5) require the Corporation to consult withtheHouse 
Committee on Foreign Affairs and the Senate Committee on Foreign 
Relations with relation to investment plans in Indochina. 

The Department would have no objection to a recommendation that 
the enrolled enactment be approved by the President. 

Sincerely yours, 



.. 
DEPARTMENT OF STATE 

AGENCY FOR INTERNATIONAL DEVELOPMENT 

WASHINGTON. D.C. Z05Z3 

Mr. Wilfred H. Rommel 
Assistant Director for 
Legislative Reference 

AUG 16 1974 

Office of Management and Budget 
Washington, D.C. 20503 

Dear Mr. Rommel: 

The Agency for International Development has 
reviewed the enrolled bill, S.2957, and has no 
objection to it. 

Sincerely yours, 

~~ 
Arthur z. Gardiner, Jr. 
General Counsel 
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THE WHITE HOUSE 

WASHINGTON 

ENROLLED BILL 

SUBJECT: Enrolled Bill S. 2957 - Overseas 

Private Investment Corporation Amendments 
Act of 1974 
Name Approval Date 

Geoff Shepard Yes 

NSC/S Yes 

Phil Buchen Yes 

Bill Timmons 
y~ 

Ken Cole 

Comments: 



TRE WHlT~ HOUSI. 

ACTION MEMORANDUM WASlJINGTON LOG NO.: SH 

Dnte: Aua.uet '!-~1914 / Time: hlOp..-.. 

FOR ACTION~: ~fsS~r<l cc (for in£ormntion): W.rr~ X. Htmd.rlb 
.Jerry Joae• 

Buchu 
Tim.mc:llba 

FROM THE STAFF SECRETARY 

DUE: Dnte: Friday, Aqut Z3, 1974 Time: Z:OO p.m. 

SUBJECT: Enrolled Bill S. 2957 - Overaeaa Pri..ate Inve•tment 
Coreoration Ameadment• Act of 1974 

ACTION REQUESTED: 

-- For Necessnry Action 

-- Prepnre Agendn nnd Brief --Dro.ft Reply 

-- For Your Comments __ :OZ.nft R~ll\O.lks 

REMARKS: 

Pleaae retara to Katfly Tindle ... WHt Wlag 

PLEASE ATTACH TIUS COPY TO MATERIAL SUBMITTED . 

. If you hcure nny questions or if you anticipnte n 
delny in submitting the required ma.terinl, please 
telephone the Stnff Secretnry immedintely. 

K. R. COLE, Jlt. 
For the ~dent 



EXECUTIVE OFFICE OF THE PRESIDENT 

OFFICE OF MANAGEMENT AND BUDGET 

WASHINGTON, D.C. 20503 

AUG 21 1974 

MEMORANDUM FOR THE PRESIDENT 

Subject: Enrolled Bill s. 2957 - Overseas Private Invest
ment Corporation Amendments Act of 1974 

Sponsor - Sen. Church (D) Idaho 

Last Day for Action 

August 27, 1974 -Tuesday 

Purpose 

Extends certain basic authorities for the Corporation until 
December 31, 1977; authorizes the Corporation to issue 
reinsurance in lieu of direct insurance; terminates certain 
activities of the Corporation; and for other purposes. 

Agency Recommendations 

Office of Management and Budget 

Overseas Private Investment 
Corporation 

Department of Commerce 
Export-Import Bank of 

the United States 
Department of State -
Department of the Treasury 
Agency for International Development 
Council on International 

Economic Policy 

Approval 

Approval 
Approval 

Approval 
Approval 
No objection 
No objection 

No objection (Ii:rf'ormally) 
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Discussion 

The Overseas Private Investment Corporation (OPIC) was 
created in 1969 to assume operation of the private invest
ment incentive programs then operated by the Agency for 
International Development (AID). Its purpose, as stated 
in its authorizing legislation, was "To mobilize and 
facilitate the participation of United States private 
capital and skills in the economic and social progress of 
less developed friendly countries and areas, thereby 
complementing the development assistance objectives of 
the United States ...... 

To carry out its purpose OPIC was authorized to conduct, 
among Qther things, programs of investment insurance and 
in,·estment guarantees. Investment insurance constitutes 
the bulk of the Corporation's operations, and in this regard, 
OPIC offers protection to United States corporations and 
other entities investing abroad against the political risks 
of inconvertibility, expropriation, and war, revolution and 
insurrection. Investment guarantees are available to cover 
not only the political risks but the commercial risks of 
overseas investment as well. 

S. 2957, which would have no significant budgetary impact, 
would extend OPIC's program authority for both investment 
insurance and guarantees from December 31, 1974, to 
December 31, 1977. OPIC's authority to operate any of its 
programs, except investment insurance and the new reinsurance 
activities authorized by this bill, would be terminated 
after December 31, 1979. Under the bill, the President would 
be authorized to transfer these terminated programs to other 
United States agencies. When transferred, these programs 
would be limited to countries with per capita incomes of 
$450 or less in 1973 dollars. 

With respect to its investment insurance activities, OPIC's 
role as a direct insurer against political risks would 
be gradually phased out in favor of a role as reinsurer of 
private insurance companies and other financial institutions. 
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Specifically, the bill would prohibit OPIC from directly 
writing inconvertibility and expropriation insurance after 
December 31, 1979, and would terminate such activity with 
regard to war risk insurance as of December 31, 1980, unless 
Congress modifies these cut-off provisions by law. Thus, 
the Corporation would be restricted to acting solely as a 
reinsurer as of December 31, 1980. 

In authorizing OPIC to enter into various reinsurance 
arrangements with private insurance companies and other 
entities, s. 2957 would permit OPIC to incur maximum 
reinsurance liabilities of up to $600 million annually and 
up tn an aggregate amount of $7.5 billion at any one time -
the maximum liability currently authorized for OPIC's 
politi9al risk insurance programs. Any reinsurance issued 
by ,the Corporation would require the direct insurer to cover 
certain portions of the liability itself and OPIC would be 
directed to try to increase the amount of this liability 
coverage to the maximum extent possible. 

Other significant features of the enrolled bill would: 

Authorize OPIC to seek appropriations to replenish 
or increase its insurance reserves only when those 
reserves fall below $25 million and to issue, for 
purchase by the Secretary of the Treasury, notes, 
debentures, bonds or other obligations (not to 
exceed $100 million at any one time) to discharge 
its investment insurance or reinsurance liabilities; 

Require the Corporation to report to Congress by 
January 1, 1976, regarding the possibilities of 
transferring all of its activities to private 
insurance companies, multilateral organizations 
and institut~ons, or other entities; 

Bar OPIC from insuring or reinsuring any investment 
if the Corporation determines that such investment 
would significantly reduce the number of the 
investor's United States employees; 
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Require the Corporation to develop and implement, 
within 6 months after the date of enactment of 
this bill, specific criteria intended to minimize 
the potential environmental implications of projects 
undertaken by investors abroad under any programs 
OPIC operates. 

The Conference report on S. 2957 also instructs OPIC to consult 
with the Congress on plans for any insurance programs in 
Indochina. The report further states that OPIC should 
not insure any large United States private investments in 
Indochina unless OPIC obtains significant private participa
tion or until OPIC receives specific instructions from 
Congress. 

The Administration sought a 2-year extension of OPIC authorities 
along with new reinsurance authority as part of the 1973 
foreign aid bill. However, in that bill, Congress granted 
only a 6-month extension of existing authorities until 
December 31, 1974, pending a thorough review of OPIC's 
authorities and programs. The enrolled bill reflects the 
results of that review. 

With respect to the long run reinsurance functions OPIC 
will have under the bill, State comnte11ts in its enrolled 
bill letter as follows: 

"The 'Overseas Private Investment Corporation 
Amendments Act of 1974' (S. 2957) satisfies 
the Administration's major requests of Congress 
public and private participation in an insurance 
consortium, retention of OPIC's public purposes, 
and an orderly transfer of insurance authorities 
from OPIC to the consortium.n 

With respect to the future transfer of OPIC programs other 
than reinsurance, the Congress considered these could be 
better performed by other agencies. Thus, for example, the 
report of the Senate Foreign Relations Committee states: 
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"The Direct Investment Program should be 
shifted to AID along with the Special 
Activities Programs •••• AID is experienced 
in direct aid programs and, because of its 
substantial resources, better able to handle 
them than is OPIC." 

5 

While the changes which the bill would make in the future 
role of OPIC go beyond those recommended by the Executive 
Branch, neither we nor the agencies see any basis for 
objecting to them at this time. The changes are not 
required to take effect for a number of years, thereby 
affording ample opportunity to assess their validity in 
the light of OPIC's experience as it becomes increasingly 
involv~d in reinsurance. 

Enclosures 

Assistant Director for 
Legislative Reference 



THE WHITE HOUSE 

ACTION MEMORANDUM WASHINGTON LOG NO.: 525 

Date: August 2)11974 Time: 1:30 p.m. 

FOR ACTION: ~of£ Shepard 
NSC/S 

cc (for information): Warren K. Hendriks 
Jerry Jones 

Phil Buchen 
Bill Timmons 

FROM THE STAFF SECRETARY 

DUE: Date: Friday, August 23, 1974 Time: 2:00 p.m. 

SUBJECT: Enrolled BillS. 2957 - Overseas Private Investment 
Corporation Amendments Act of 1974 

ACTION REQUESTED: 

-- For Necessary Action XX For Your Recommendations 

-- Prepare Agenda and Brief __ Draft Reply 

--- For Your Comments __ Draft Remarks 

REMARKS: 

Please return to Kathy Tindle - West Wing 

PLEASE ATTACH THIS COPY TO MATERIAL SUBMITTED. 

If you have any questions or if you anticipate a 
delay in submitting the required material, please 
telephone the Staff Secretary immediately. Warren K. Hend~iks 

For the President 

·•' 
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EXECUTIVE OFFICE OF THE PRESIDENT 

OFFICE OF MANAGEMENT AND BUDGET 

WASHINGTON, D.C. 20503 

AUG 2 1 1974 

MEMORANDUM FOR THE PRESIDENT 

Subject: Enrolled Bill s. 2957 - Overseas Private Invest
ment Corporation Amendments Act of 1974 

Sponsor - Sen. Church (D) Idaho 

Last Day for Action 

August 27, 1974 -Tuesday 

Purpose 

Extends certain basic authorities for the Corporation until 
December 31, 1977; authorizes the Corporation to issue 
reinsurance in lieu of direct insurance; terminates certain 
activities of the Corporation; and for other purposes. 

Agency Recommendations 

Office of Management and Budget 

Overseas Private Investment 
Corporation 

Department of Commerce 
Export-Import Bank of 

the United States 
Department of State 
Department of the Treasury 
Agency for International Development 
Council on International 

Economic Policy 

Approval 

Approval 
Approval 

Approval 
Approval 
No objection 
No objection 

No objection (Ihf'ormally) 
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Discussion 

The Overseas Private Investment Corporation (OPIC) was 
created in 1969 to assume operation of the private invest
ment incentive programs then operated by the Agency for 
International Development (AID). Its purpose, as stated 
in its authorizing legislation, was "To mobilize and 
facilitate the participation of United States private 
capital and skills in the economic and social progress of 
less developed friendly countries and areas, thereby 
complementing the development assistance objectives of 
the United States •••• " 

To carry out its purpose OPIC was authorized to conduct, 
among other things, programs of investment insurance and 
im.estment guarantees. Investment insurance constitutes 
the bulk of the Corporation's operations, and in this regard, 
OPIC offers protection to United States corporations and 
other entities investing abroad against the political risks 
of inconvertibility, expropriation, and war, revolution and 
insurrection. Investment guarantees are available to cover 
not only the political risks but the commercial risks of 
overseas investment as well. 

S. 2957, which would have no significant budgetary impact, 
would extend OPIC's program authority for both investment 
insurance and guarantees from December 31, 1974, to 
December 31, 1977. OPIC's authority to operate any of its 
programs, except investment insurance and the new reinsurance 
activities authorized by this bill, would be terminated 
after December 31, 1979. Under the bill, the President would 
be authorized to transfer these terminated programs to other 
United States agencies. When transferred, these programs 
would be limited to countries with per capita incomes of 
$450 or less in 1973 dollars. 

With respect to its investment insurance activities, OPIC's 
role as a direct insurer against political risks would 
be gradually phased out in favor of a role as reinsurer of 
private insurance companies and other financial institutions. 
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Specifically, the bill would prohibit OPIC from directly 
writing inconvertibility and expropriation insurance after 
December 31, 1979, and would terminate such activity with 
regard to war risk insurance as of December 31, 1980, unless 
Congress modifies these cut-off provisions by law. Thus, 
the Corporation would be restricted to acting solely as a 
reinsurer as of December 31, 1980. 

In authorizing OPIC to enter into various reinsurance 
arrangements with private insurance companies and other 
entities, S. 2957 would permit OPIC to incur maximum 
reinsurance liabilities of up to $600 million annually and 
up to an aggregate amount of $7.5 billion at any one time -
the maximum liability currently authorized for OPIC's 
political risk insurance programs. Any reinsurance issued 
by the Corporation would require the direct insurer to cover 
certain portions of the liability itself and OPIC would be 
directed to try to increase the amount of this liability 
coverage to the maximum extent possible. 

Other significant features of the enrolled bill would: 

Authorize OPIC to seek appropriations to replenish 
or increase its insurance reserves only when those 
reserves fall below $25 million and to issue, for 
purchase by the Secretary of the Treasury, notes, 
debentures, bonds or other obligations (not to 
exceed $100 million at any one time) to discharge 
its investment insurance or reinsurance liabilities; 

Require the Corporation to report to Congress by 
January 1, 1976, regarding the possibilities of 
transferring all of its activities to private 
insurance companies, multilateral organizations 
and institutions, or other entities; 

Bar OPIC from insuring or reinsuring any investment 
if the Corporation determines that such investment 
would significantly reduce the number of the 
investor's United States employees; 



. . . .. . . ' 

4 

Require the Corporation to develop and implement, 
within 6 months after the date of enactment of 
this bill, specific criteria intended to minimize 
the potential environmental implications of projects 
undertaken by investors abroad under any programs 
OPIC operates. 

The Conference report on s. 2957 also instructs OPIC to consult 
with the Congress on plans for any insurance programs in 
Indochina. The report further states that OPIC should 
not insure any large United States private investments in 
Indochina unless OPIC obtains significant private participa
tion or until OPIC receives specific instructions from 
Congress. 

The Administration sought a 2-year extension of OPIC authorities 
along with new reinsurance authority as part of the 1973 
foreign aid bill. However, in that bill, Congress granted 
only a 6-month extension of existing authorities until 
December 31, 1974, pending a thorough review of OPIC's 
authorities and programs. The enrolled bill reflects the 
results of that review. 

With respect to the long run reinsurance functions OPIC 
will have under the bill, State comments in its enrolled 
bill letter as follows: 

"The 'Overseas Private Investment Corporation 
Amendments Act of 1974' (S. 2957) satisfies 
the Administration's major requests of Congress 
public and private participation in an insurance 
consortium, retention of OPIC's public purposes, 
and an orderly transfer of insurance authorities 
from OPIC to the consortium." 

With respect to the future transfer of OPIC programs other 
than reinsurance, the Congress considered these could be 
better performed by other agencies. Thus, for example, the 
report of the Senate Foreign Relations Committee states: 



"The Direct Investment Program should be 
shifted to AID along with the Special 
Activities Programs •••• AID is experienced 
in direct aid programs and, because of its 
substantial resources, better able to handle 
them than is OPIC." 

5 

While the changes which the bill would make in the future 
role of OPIC go beyond those recommended by the Executive 
Branch, neither we nor the agencies see any basis for 
objecting to them at this time. The changes are not 
required to take effect for a number of years, thereby 
affording ample opportunity to assess their validity in 
the light of OPIC's experience as it becomes increasingly 
involved in reinsurance. 

Enclosures 

Assistant Director for 
Legislative Reference 
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everseas 'Private bzvesttnent Corporation 
1129 20TH STREET, N.W. 

WASHINGTON, D.C. 20527 U.S.A. 

OFFICE OF THE PRESIDENT (202) 632-8584 

Mr. W. H. Rommel 
Assistant Director for Legislative Reference 
Office of Management and Budget 
Room No. 7201 - New Executive Office Building 
Washington, D. C. 20503 

Dear Mr. Rommel: 

This ~ s in reference to your Enrolled Bill Request of August 15 
regarding 82957. 

The purpose of this legislation is to extend OPIC's program authority, 
both for investment insurance and guaranties, through December 31, 1977. 
The bill directs OPIC to achieve private participation in its program 
and requires that by December 31, 1979 for expropriation and inconverti
bility risks, and December 31, 1980 for war risks, OPIC cease acting 
as a direct underwriter and act as a reinsurer only. Interim. goals are 
established beginning January 1975 with respect to the amount of private 
participation OPIC should achieve by certain benchmark dates through 
1980. 

The bill permits OPIC to incur reinsurance liabilities of up to $600 million 
in any one year and requires the reinsured party to retain for his own 
account "specified portions of liability, whether first loss or otherwise. 11 

OPIC must endeavor to increase such specified portions to the maxirn.um 
extent possible. 

The legislation requires that OPIC cease to operate its finance program 
on December 31, 1979. Authority is givent0 the President to transfer 
these programs to other U.S. agencies by that date. When such programs 
are transferred, their operation will be lirn.ited to countries with per 
capita incomes of $450 or less in 1973 dollars. 

The bill bars OPIC from seeking appropriations to augment is insurance 
reserve until the reserve falls below $25 million. OPIC is permitted 
to borrow up to $100 million from the Tr~asury, repayable within one 
year, should OPIC need to pay claims in excess of its reserves before 
sufficient funds are appropriated. 
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AUG 16 1974 

Honorable Roy L. Ash 
Director, Office of Management 

and Budget 
Washington, D. c. 20503 

THE ASSISTANT SECRETARY OF COMMERCE 
Washington, D.C. 20230 

Attention: Assistant Director for Legislative Reference 

Dear Mr. Ash: 

This is in reply to your request for the views of this Department 
concerning s. 2957, an enrolled enactment 

"To amend the title of the Foreign Assistance Act of 
1961 concerning the Overseas Private Investment 
Corporation to extend the authority for the Corporation, 
to authorize the Corporation to issue reinsurance, to 
terminate certain activities of the Corporation, and 
for other purposes." 

to be cited as the "Overseas Private Investment Corporation Amend
ments Act of 1974." 

The principal purpose of S. 2957 is to extend the statutory operating 
authority of the Overseas Private Investment Corporation (OPIC) 
through December 31, 1977, and state the intent of Congress that OPIC 
cease all participation as a direct insurer of overseas investments 
after that date. s. 2957 also directs OPIC to achieve increasing 
participation by private insurance companies and multilateral organi
zations on a sliding scale arrangement, starting as early as 
January 1, 1975 for some forms of insurance. 

This Department recommends approval by the President of s. 2957. 
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New mandates are added to OPIC' s statute. The Corporation is prohibited 
from providing assistance to projects likely to significantly reduce the 
number of an investor's employees in the U.S. because he is replacing 
his U.S. production with production from a foreign investment involving 
substantially the same product for substantially the same market as his 
U.S. production. In addition, OPIC is required to give preferential 
consideration to projects involving small business, and to projects in 
less developed countries with per capita incomes of $450 or less in 1973 
dollars. 

OPIC is, in general, pleased with this legislation. We were successful 
in amending the bill on the Senate floor to remove penalty provisions 
which would have put the Corporation out of business if we failed to 
achieve the interim goals. In addition, the Statement of the Managers 
on the Conference Report provides with respect to the long-term goals 
that they have been included in the legislation subject to the understanding 
that they will be reviewed in the light of OPIC' s actual operating experience 
during 1975 to 1977. The wording of "reinsurance section" which 
establishes the amount of liabilities reinsured parties must retain for 
their own account is acceptable to OPIC. In fact, this was the critical 
issue in the Conference on the legislation, and the House version which 
OPIC supported was adopted. 

In summary, we believe S2957 is satisfactory. We believe it establishes 
reasonable goals which are capable of achievement over the next three 
years. 

We support this legislation, and recommend that it be signed into law 
by the President •. 

Sincerely yours, 

··--



EXPORT-IMPORT BANK OF THE UNITED STATES 
WASHINGTON, D.C. 20571 

PRESIDENT 
AND 

CHAIRMAN 

Director 
Office of Management and Budget 
Executive Office of the President 
Washington, D. C. 20503 

August 16, 1974 

Attention: Assistant Director for Legislative Reference 

Re: Enrolled Bill S. 2957 

Dear Sir: 

CABLE ADDRESS ''EXIMBANK" 
TELEX 89-461 

This is in response to your request dated August 15, 1974, for the 
views and recommendation of the Export-Import Bank on Enrolled BillS. 2957. 

The Export-Import Bank has no objections to S. 2957 as enacted by 
the Congress but would defer to the opinion of the Overseas Private Invest
ment Corporation on this legislation. 

Eximbank, therefore, would recommend that the President sign into 
law Enrolled BillS. 2957. 



OEPARTM ENT OF STATE 

Washington, D.C. 20520 

Honorable Roy L. Ash 
Director, Office of 

Management and Budget 
Washington, D. C. 20503 

Dear Mr. Ash: 

August 20, 1974 

The following is in response to Mr. W. H. Rommel's 
request for views and recommendations on S. 295-7. 

The "Overseas Private Investment Corporation Amend
ments Act of 1974" (S. 2957) satisfies the Administra
tion's major requests of Congress -- public and private 
participation in an insurance consortium, retention of 
OPIC 1 s public purposes, and an orderly transfer of 
insurance authorities from OPIC to the consortium. 

The Department of State recommends that the President 
sign the bill. 

Linwood Holton 
Assistant Secretary for 
Congressional Relations 



THE GENERAL COUNSEL OF THE TREASURY 

WASHINGTON, D.C. 20220 

AUG 1 91974 
Director, Office of Management and Budget 
Executive Office of the President 
Washington, D.C. 20503 

Attention: Assistant Director for Legislative 
Reference 

Sir: 

Your office has asked for the views of this Department on 
the enrolled enactment of S. 2957,· "Toamend thetitle of the 
Foreign Assistance Act of 1961 concerning the Overseas Private 
Investment Corporation to• extend the authority for the Corporation, 
to authorize the Corporation to issue reinsurance, to terminate 
certain activities of the Corporation, and for other purposes. 11 

The enrolled enactment would (1) extend the Overseas Private 
Investment Corporation for three years, through December 31, 1977; 
(2). terminate the Corporation's role as a primary insurer for 
expropriation and convertibility risks on December 31, 1979 and 
for war risks on December 31, 1980; (3) authorize the Corporation 
to seek appropriations only when its insurance reserve falls below 
$25 million and to issue for purchase by the Secretary of the 
Treasury notes, debentures, bonds or other obligations to discharge 
its liabilities under investment insurance or reinsurance; (4)•bar 
the Corporation from granting coverage to plants whose establishment 
would significantly diminish the number of U.S. jobs provided by the 
investor; and (5) require the Corporation to consult with the House 
Committee on Foreign Affairs and the Senate Committee on Foreign 
Relations with relation to investment plans in Indochina. 

The Department would have no objection to a recommendation that 
.. the enrolled enactment be approved by the President.· 

Sincerely yours,· 

Counsel 



DEPARTMENT OF STATE 
AGENCY FOR INTERNATIONAL DEVELOPMENT 

WASHINGTON. D.C. 20523 

Mr. Wilfred H. Rommel 
Assistant Director for 
Legislative Reference 

AUG 16 1974 

Office of Management. and Budget 
Washington, D.C. 20503 

Dear Mr. Rommel: 

The Agency for International Development has 
reviewed the enrolled bill, 5.2957, and has no 
objection to it. 

Sincerely yours, 

~~ 
Arthur z. Gardiner, Jr. 
General Counsel 



ACTION MEMORANDUM WA S HINGTON 

~us H 
LOG NO.: 523 

THE WHITE HOUSE 

Time: 1:00 p.m. na••• AuguZ I974 

FOR ACTION: Geoff Shepard 
Phil Buchen 
Bill Timmons 
Dave Gergen 

cc (for information): Warren K. Hendriks 
Jerry Jones 

FROM THE STAFF SECRETARY 

DUE: Date: Friday, August 23, 1974 Time: 2:00 p.m. 

iJ 

SUBJECT: 1975 Supplemental Appropriations for Presidential Transition 
and Allowances for Former Presidents 

ACTION REQUESTED: 

-- For Necessary Action ..XX... For Your Recommendations 

- - Prepare Agenda and Brie£ __ Draft Reply 

-- For Your Comments __ Draft Remarks 

REMARKS: 

Please return to Kathy Tindle - West Wing 

PLEASE ATTACH THIS COPY TO MATERIAL SUBMITTED. 

I£ you have any questions or if you anticipate a 
delay in submitting the required material, please 
telephone the Staff Secretary immediately. WaPPen X. Hendriks 

For the President 



THE WHITE HOUSE 

WASHINGTON 

SIGNATURE 

AUG 211974 
r 

MEMORANDUM FOR THE PRESIDENT 

FROM: 

SUBJECT: 

I 

R~S&--"' 

197S Supplemental Appropriations for 
Presidential Transition and Allowances 
for Former Presidents 

Attached for your signature are proposed supplementals 
to the 1975 Budget involving an increase of $850,000 
which includes: 

$450,000 for interim transition expenses appro
priated to the General Services Administration 
for former President Nixon under the Presidential 
Transition Act of 1963; and 

$400,000 for pension, office staff, and related 
expenses for former President Nixon as provided 
by the Former Presidents Act of 1958. 

RECOMMENDATION: 

It is recommended that you sign the letter transmitting 
this request to the Congress. 

Attachment 



The President 

EXECUTIVE OFFICE OF THE PRESIDENT 
OFFICE OF MANAGEMENT AND BUDGET 

WASHINGTON, D.C. 20503 

The White House 

Sir: 

2na Session 

I have the honor to submit for your consideration proposed 
supplemental appropriations for the fiscal year 1975, in the 
amount of $850,000 as follows: 

GENERAL SERVICES ADMINISTRATION 

Expenses Presidential Transition 

For expenses necessary to carry out the provision of the 
Presidential Transition Act of 1963 (3 U.S.C. 102 note}, 
$450,000, to be available from August 9, 1974, and to remain 
available until June 30, 1975. 

This proposed supplemental appropriation will provide funds 
for former President Nixon to promote an orderly transfer of 
executive power as authorized by the Presidential Transition Act 
of 1963 (3 u.s.c. 102 note). 

Allowances and Office Staff for Former Presidents 

For an additional amount for "Allowances and Office Staff 
for Former Presidents", $400,000. 

This proposed supplemental appropriation will cover fiscal 
year 1975 costs for pension, office staff, and related expenses 
for former President Nixon as authorized by the Former Presi
dents Act of 1958 (3 u.s.c. 102 note). 

I have carefully reviewed the proposals for appropriations 
contained in this document and am satisfied that these requests 
are necessary at this time. I recommend, therefore, that these 
proposals be transmitted to the Congress. 

Respectfully, 

~ "'- c,; ~--./ 
Roy L. Ash 
Director 



THE WHITE HOUSE 

WASHINGTON 

The Speaker of the 

House of Representatives 

Sir: 

I ask the Congress to consider proposed supple
mental appropriations for the fiscal year 1975 in 
the amount of $850,000 for Presidential transition 
expenses and allowances for former Presidents. 

The details of this proposal are set forth in 
the enclosed letter from the Director of the Office 
of Management and Budget, with whose comments and 
observations I concur. 

Respectfully, 
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T 
THE WHITE HOUSE 

ACTION l\1El\10RANDC.l\1 WASill:>GTQ:.; LOGNO.: 525 

Date: August 22, 1974 Time: 1:30 p.m. 

FOR ACTION:Eeo Shepard 
C/S 

cc (for information): Warren K. Hendriks 
Jerry Jones 

hil Buchen 
Bill Timmons 

FROM THE STAFF SECRETARY 

DUE: Date: Friday, August 23, 1974 Time: 2:00 p.m. 

SUBJECT: Enrolled Bill S. 2957 - Overseas Private Investment 
Corporation Amendments Act of 1974 

ACTION REQUESTED: 

-- For Necessary AcHon _x_x For Your Recommendations 

-- Prepare Agenda ancl Brie£ -- Draft Reply 

-- For Your Comments -- Draft Remarks 

REMARKS: 

Please return to Kathy Tindle - West Wing 

PLEASE ATTACH THIS COPY TO MATERIAL SUBMITTED. 

If you have any questions or if you anticipate a 
delay in submitting the required rnc.teric.l, please 
telephone the Staff Secretary immediately. Warren K. Hend~iks 

For the President 



- .. . . 
EXECUTIVE OFFICE OF THE PRESIDENT 

OFFICE OF MANAGEMENT AND BUDGET 

WASHINGTON, D.C. 20503 

AUG 2 1 1974 

MEMORANDUM FOR THE PRESIDENT 

Subject: Enrolled Bill s. 2957 - Overseas Private Invest
ment Corporation Amendments Act of 1974 

Sponsor - Sen. Church (D) Idaho 

La,t Day for Action 

August 27, 1974 -Tuesday 

Purpose 

Extends certain basic authorities for the Corporation until 
December 31, 1977; authorizes the Corporation to issue 
reinsurance in lieu of direct insurance; terminates certain 
activities of the Corporation; and for other purposes. 

Agency Recommendations 

Office of Management and Budget 

Overseas Private Investment 
Corporation 

Department of Commerce 
Export-Import Bank of 

the United States 
Department of State 
Department of the Treasury 
Agency for International Development 
Council on International 

Economic Policy 

Approval 

Approval 
Approval 

Approval 
Approval 
No objection 
No objection 

No objection (Infomally) 
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Discussion 

The OVerseas Private Investment Corporation (OPIC) was 
created in 1969 to assume operation of the private invest
ment incentive programs then operated by the Agency for 
International Development (AID). Its purpose, as stated 
in its authorizing legislation, was "To mobilize and 
facilitate the participation of United States private 
capital and skills in the economic and social progress of 
less developed friendly countries and areas, thereby 
complementing the development assistance objectives of 
the United States •••• " 

To carry out its purpose OPIC was authorized to conduct, 
among other things, programs of investment insurance and 
investment guarantees. Investment insurance constitutes 
the bulk of the Corporation's operations, and in this regard, 
OPIC offers protection to United States corporations and 
other entities investing abroad against the political risks 
of inconvertibility, expropriation, and war, revolution and 
insurrection. Investment guarantees are available to cover 
not only the political risks but the commercial risks of 
overseas investment as well. 

s. 2957, which would have no significant budgetary impact, 
would extend OPIC's program authority for both investment 
insurance and guarantees from December 31, 1974, to 
December 31, 1977. OPIC's authority to operate any of its 
programs, except investment insurance and the new reinsurance 
activities authorized by this bill, would be terminated 
after December 31, 1979. Under the bill. the President would 
be authorized to transfer these terminated programs to other 
United States agencies. When transferred, these programs 
would be limited to countries with per capita incomes of 
$450 or less in 1973 dollars. 

With respect to its investment insurance activities, OPIC's 
role as a direct insurer against political risks would 
be gradually phased out in favor of a role as reinsurer of 
private insurance companies and other financial institutions. 
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Specifically, the bill would prohibit OPIC from directly 
writing inconvertibility and expropriation insurance after 
December 31, 1979, and would terminate such activity with 
regard to war risk insurance as of December 31, 1980, unless 
Congress modifies these cut-off provisions by law. Thus, 
the Corporation would be restricted to acting solely as a 
reinsurer as of December 31, 1980. 

In authorizing OPIC to enter into various reinsurance 
arrangements with private insurance companies and other 
entities, S. 2957 would permit OPIC to incur maximum 
reinsurance liabilities of up to $600 million annually and 
up to an aggregate amount of $7.5 billion at any one time -
the maximum liability currently authorized for OPIC's 
political risk insurance programs. Any reinsurance issued 
by the Corporation would require the direct insurer to cover 
certain portions of the liability itself and OPIC would be 
directed to try to increase the amount of this liability 
coverage to the maximum extent possible. 

Other significant features of theenrolled bill would: 

Authorize OPIC to seek appropriations to replenish 
or increase its insurance reserves only when those 
reserves fall below $25 million and to issue, for 
purchase by the Secretary of the Treasury, notes, 
debentures, bonds or other obligations (not to 
exceed $100 million at any one time) to discharge 
its investment insurance or reinsurance liabilities; 

Require the Corporation to report to Congress by 
January 1, 1976, regarding the possibilities of 
transferring all of its activities to private 
insurance companies, multilateral organizations 
and institutions, or other entities; 

Bar OPIC from insuring or reinsuring any investment 
if the Corporation determines that such investment 
would significantly reduce the number of the 
investor's United States employees; 
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Require the Corporation to develop and implement, 
within 6 months after the date of enactment of 
this bill, specific criteria intended to minimize 
the potential environmental implications of projects 
undertaken by investors abroad under any programs 
OPIC operates. 

The Conference report on S. 2957 also instructs OPIC to consult 
with the Congress on plans for any insurance programs in 
Indochina. The report further states that OPIC should 
not insure any large United States private investments in 
Indochina unless OPIC obtains significant private participa
tion or until OPIC receives specific instructions from 
Congress. 

ThP. Administration sought a 2-year extension of OPIC authorities 
along with new reinsurance authority as part of the 1973 
foreign aid bill. However, in that bill, Congress granted 
only a 6-month extension of existing authorities until 
December 31, 1974, pending a thorough review of OPIC's 
authorities and programs. The enrolled bill reflects the 
results of that review. 

With respect to the long run reinsurance functions OPIC 
will have under the bill, State comments in its enrolled 
bill letter as follows: 

"The 'Overseas Private Investment Corporation 
Amendments Act of 1974' (S. 2957} satisfies 
the Administration's major requests of Congress 
public and private participation in an insurance 
consortium, retention of OPIC's public purposes, 
and an orderly transfer of insurance authorities 
from OPIC to the consortium." 

With respect to the future transfer of OPIC programs other 
than reinsurance, the Congress considered these could be 
better performed by other agencies. Thus, for example, the 
report of the Senate Foreign Relations Committee states: 
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"The Direct Investment Program should be 
shifted to AID along with the Special 
Activities Programs •••• AID is experienced 
in direct aid programs and, because of its 
substantial resources, better able to handle 
them than is OPIC." 

5 

While the changes which the bill would make in the future 
role of OPIC go beyond those recommended by the Executive 
Branch, neither we nor the agencies see any basis for 
objecting to them at this time. The changes are not 
required to take effect for a number of years, thereby 
affording ample opportunity to assess their validity in 
the light of OPIC's experience as it becomes increasingly 
involved in reinsurance. 

Enclosures 

Assistant Director for 
Legislative Reference 
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l9verseas Private !JJves!Jnent Corporation 
1129 20TH STREET, N.W. 

WASHINGTON, D.C. 20527 U.S.A. 

OFFICE OF THE PRESIDENT 

Mr. W. H. Rommel 
Assistant Director for Legislative Reference 
Office of Management and Budget 
Room No. 7201 -New Executive Office Building 
Washington, D. C. 20503 

Dear Mr. Rommel: 

This is in reference to your Enrolled Bill Request of August 15 
regarding 82957. 

The purpose of this legislation is to extend OPIC' s program authority, 
both for investment insurance and guaranties, through December 31, 1977. 
The bill directs OPIC to achieve private participation in its program 
and requires that by December 31, 1979 for expropriation and inconverti
bility risks, and December 31, 1980 for war risks, OPIC cease acting 
as a direct underwriter and act as a reinsurer only. Interim goals are 
established beginning January 1975 with respect to the amount of private 
participation OPIC should achieve by certain benchmark dates through 
1980. 

The bill permits OPIC to incur reinsurance liabilities of up to $600 million 
in any one year and requires the reinsured party to retain for his own 
account "specified portions of liability, whether first loss or otherwise. 11 

OPIC must endeavor to increase such specified portions to the maximum 
extent possible. 

The legislation requires that OPIC cease to operate its finance program 
on December 31, 1979. Authority is giventothe President to transfer 
these programs to other U.S. agencies by that date. When such programs 
are transferred, their operation will be limited to countries with per 
capita incomes of $450 or less in 1973 dollars. 

The bill bars OPIC from seeking appropriations to augment is insurance 
reserve until the reserve falls below $25 million. OPIC is permitted 
to borrow up to $100 million from the Treasury, repayable within one 
year, should OPIC need to pay claims in excess of its reserves before 
sufficient funds are appropriated. 
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New mandates are added to OPIC's statute. The Corporation is prohibited 
from providing assistance to projects likely to significantly reduce the 
number of an investor's employees in the U.S. because he is replacing 
his U.S. production with production from a foreign investment involving 
substantially the same product for substantially the same market as his 
U.S. production. In addition, OPIC is required to give preferential 
consideration to projects involving small business, and to projects in 
less developed countries with per capita incomes of $450 or less in 1973 
dollars. 

OPIC is, in general, pleased with this legislation. We were successful 
in amending the bill on the Senate floor to remove penalty provisions 
which would have put the Corporation out of business if we failed to 
achieve the interim goals. In addition, the Statement of the Managers 
on the Conference Report provides with respect to the long-term goals 
that they have been included in the legislation subject to the understanding 
that they will be reviewed in the light of OPIC 1 s actual operating experience 
during 1975 to 1977. The wording of "reinsurance section" which 
establishes the amount of liabilities reinsured parties must retain for 
their own account is acceptable to OPIC. In fact, this was the critical 
issue in the Conference on the legislation, and the House version which 
OPIC supported was adopted. 

In summary, we believe SZ957 is satisfactory. We believe it establishes 
reasonable goals which are capable of achievement over the next three 
years. 

We support this legislation, and recormnend that it be signed into law 
by the President •. 

Sincerely yours, 
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AUG 16 1974 

Honorable Roy L. Ash 
Director, Office of Management 

and Budget 
Washington, D. c. 20503 

THE ASSISTANT SECRETARY OF COMMERCE 
Washington, D.C. 20230 

Attention: Assistant Director for Legislative Reference 

Dear Mr. Ash: 

This is in reply to your request for the views of this Department 
concerning s. 2957, an enrolled enactment 

'To amend the title of the Foreign Assistance Act of 
1961 concerning the Overseas Private Investment 
Corporation to extend the authority for the Corporation, 
to authorize the Corporation to issue reinsurance, to 
terminate certain activities of the Corporation, and 
for other purposes." 

to be cited as the "Overseas Private Investment Corporation Amend
ments Act of 1974." 

The principal purpose of S. 2957 is to extend the statutory operating 
authority of the Overseas Private Investment Corporation (OPIC) 
through December 31, 1977, and state the intent of Congress that OPIC 
cease all participation as a direct insurer of overseas investments 
after that date. S. 2957 also directs OPIC to achieve increasing 
participation by private insurance companies and multilateral organi
zations on a sliding scale arrangement, starting as early as 
January 1, 1975 for some forms of insurance. 

This Department recommends approval by the President of S. 2957. 



EXPORT-IMPORT BANK OF THE UNITED STATES 
WASHINGTON, D.C. 20571 

PRESIDENT 
AND 

CHAIRMAN 

Director 
Office of Management and Budget 
Executive Office of the President 
Washington, D. C. 20503 

August 16, 1974 

Attention: Assistant Direc~or for Legislative Reference 

Re: Enrolled BillS. 2957 

Dear Sir: 

CABLE ADDRESS "EXIMBANK" 
TELEX 119-461 

This is in response to your request dated August 15, 1974, for the 
views and recommendation of the Export-Import Bank on Enrolled BillS. 2957. 

The Export-Import Bank has no objections to S. 2957 as enacted by 
the Congress but would defer to the opinion of the Overseas Private Invest
ment Corporation on this legislation. 

Eximbank, therefore, would recommend that the President sign into 
law Enrolled Bills. 2957. 



DEPARTMENT OF STATE 

Washington, D.C. 20520 

Honorable Roy L. Ash 
Director, Office of 

Management and Budget 
Washington, D. C. 20503 

Dear Mr. Ash: 

August 20, 1974 

The following is in response to Mr. W. H. Rommel's 
request for views and recommendations on S. 295.7. 

The "Overseas Private Investment Corporation Amend
ments Act of 1974" (S. 2957) satisfies the Administra
tion's major requests of Congress -- public and private 
participation in an insurance consortium, retention of 
OPIC 1 s public purposes, and an orderly transfer of 
insurance authorities from OPIC to the consortium. 

The Department of State recommends that the President 
sign the bill. 

Linwood Holton 
Assistant Secretary for 
Congressional Relations 



.. 

THE GENERAL COUNSEL OF THE TREASURY 

WASHINGTON, D.C. 20220 

Director, Office of Management and Budget 
Executive Office of the President · 
Washington, D.C. 20503 

Attention: Assistant Director for Legislative 
Reference 

Sir: 

AUG 1 91974 

Your office has asked for the views of this Department on 
the enrolled enactment of S. 2957,· "To amend the title of the 
Foreign Assistance Act of 1961 concerning the Overseas Private 
Investment Corporation to' extend the· authority for the Corporation, 
to authorize the Corporation to issue reinsurance, to terminate 
certain activities of the Corporation, and for other purposes." 

The enrolled enactment would {1) extend the Overseas Private 
Investment Corporation for three years, through December 31, 1977; 
(2). terminate the Corporation's role as a primary insurer for 
expropriation and convertibility risks on December 31, 1979 and 
for war risks on December 31, 1980; {3)' authorize the Corporation 
to seek appropriations only when its insurance reserve falls below 
$25 million and to issue for purchase by the Secretary of the 
Treasury notes, debentures, bonds or other obligations to discharge 
its liabilities under investment insurance or reinsurance; {4):bai:' 
the Corporation from granting coverage to plants whose establishment 
would significantly diminish the number of U.S. jobs provided by the 
investor; and {5) require the Corporation to consult with the House 
Committee on Foreign Affairs and the Senate Committee on Foreign 
Relations with relation to investment plans in Indochina. 

The Department would have no objection to a recommendation that 
the enrolled enactment be approved by: the President.· 

Sincerely yours, 

Counsel· 



DEPARTMENT OF STATE 
AGENCY FOR INTERNATIONAL DEVELOPMENT 

WASHINGTON. D.C. Z05Z3 

Mr. Wilfred H. Rommel 
Assistant Director for 
Legislative Reference 

AUG 16 1974 

Office of Management. and Budget 
Washington, D.C. 20503 

Dear Mr. Rommel: 

The Agency for International Development has 
reviewed the enrolled bill, S.2957, and has no 
objection to it. 

Sincerely yours, 

~~~ 
Arthur z. Gardiner, Jr. 
General Counsel 



• THE WHITE HOUSE 

MEMORANDUM FOR: 

FROM: 

SUBJECT: 

WASHINGTON 

August 23, 1974 

MR. WARREN HENDRIKS ~ 

:::~::~.::::~!!:. tl/lf . 
Enrolled Bill S. 2957 - Overseas Private 
Investment Corporation Amendments Act 
of 1974 

The Office of Legislative Affairs concurs in the attached 
proposal and has no <l:dditional recommendations. 

·Attachment 



THE WHITE HOUSE 

ACTION ~IE~JORANDC~f WAS lll~GTO~ LOG NO.: 525 

Date: August 22, 1974 Time: 1:30 p.m. 

FOR ACTION: cc (for information): Warren K. Hendriks 
Jerry Jones 

FROM THE STAFF SECRETARY 

DUE: Date: Friday, August 23., 1974 Time: 2:00 p.m. 

SUBJECT: Enrolled Bill S. 2957 - Overseas Private Investment 
Corporation Amendments Act of 1974 

ACTION REQUESTED: 

--For Necessary Action -.XX For Your Recommendations 

-- Prepare Agenda and Brie~ --Draft Reply 

---For Your Comments Draft Remarks 

REMARKS: 

Please return to Kathy Tindle - West Wing 

PLEASE ATTACH THIS COPY TO MATERIAL SUBMITTED. 

If you have any questions or if you. anticipate a 
delay in subrnittir,g the required material, please 
telephone the Sta££ Secrata.ry immediately. Warren K. Hend~1ks 

For the President 
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EXECUTIVE OFFICE OF THE PRESIDENT 

OFFICE OF MANAGEMENT AND BUDGET 

WASHINGTON, D.C. 20503 

AUG 21 1974 

MEMORANDUM FOR THE PRESIDENT 

Subject: Enrolled Bill s. 2957 - Overseas Private Invest
ment Corporation Amendments Act of 1974 

Sponsor - Sen. Church (D) Idaho 

Last Day for Action 

August 27, 1974 -Tuesday 

Purpose 

Extends certain basic authorities for the Corporation until 
December 31, 1977; authorizes the Corporation to issue 
reinsurance in lieu of direct insurance; terminates certain 
activities of the Corporation; and for other purposes. 

Agency Recommendations 

Office of Management and Budget 

Overseas Private Investment 
Corporation 

Department of Commerce 
Export-Import Bank of 

the United States 
Department of State 
Department of the Treasury 
Agency for International Development 
Council on International 

Economic Policy 

Approval 

Approval 
Approval 

Approval 
Approval 
No objection 
No objection 

No objection (Irif'ormally) 
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Discussion 

The Overseas Private Investment Corporation (OPIC) was 
created in 1969 to assume operation of the private invest
ment incentive programs then operated by the Agency for 
International Development (AID). Its purpose, as stated 
in its authorizing legislation, was "To l!JObilize and 
facilitate the participation of United States private 
capital and skills in the economic and social progress of 
less developed friendly countries and areas, thereby 
complementing the development assistance objectives of 
the United States •••• " 

To carry out its purpose OPIC was authorized to conduct, 
among other things, programs of investment insurance and 
investment guarantees. Investment insurance constitutes 
the bulk of the Corporation's operations, and in this regard, 
OPIC offers protection to United States corporations and 
other entities investing abroad against the political risks 
of inconvertibility, expropriation, and war, revolution and 
insurrection. Investment guarantees are available to cover 
not only the political risks but the commercial risks of 
overseas investment as well. 

S. 2957, which would have no significant budgetary impact, 
would extend OPIC's program authority for both investment 
insurance and guarantees from December 31, 1974, to 
December 31, 1977. OPIC's authority to operate any of its 
programs, except investment insurance and the new reinsurance 
activities authorized by this bill, would be terminated 
after December 31, 1979. Under the bill.., the President would 
be authorized to transfer these terminated programs to other 
United States agencies. When transferred, these programs 
would be limited to countries with per capita incomes of 
$450 or less in 1973 dollars. 

With respect to its investment insurance activities, OPIC's 
role as a direct insurer against political risks would 
be gradually phased out in favor of a ro1e as reinsurer of 
private insurance companies and other financial institutions. 
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Specifically, the bill would prohibit OPIC from directly 
writing inconvertibility and expropriation insurance after 
December 31, 1979, and would terminate such activity with 
regard to war risk insurance as of December 31, 1980, unless 
Congress modifies these cut-off provisions by law. Thus, ' 
the Corporation would be restricted to acting solely as a 
reinsurer as of December 31, 1980. 

In authorizing OPIC to enter into various reinsurance 
arrangements with private insurance companies and other 
entities, s. 2957 would permit OPIC to incur maximum 
reinsurance liabilities of up to $600 million annually and 
up to an aggregate amount of $7.5 billion at any one time-
the maximum liability currently authorized for OPIC's 
political risk insurance programs. Any reinsurance issued 
by the Corporation would require the direct insurer to cover 
certain portions of the liability itself and OPIC would be 
directed to try to increase the amount of this liability 
coverage to the maximum extent possible. 

Other significant features of the enrolled bill would: 

Authorize OPIC to seek appropriations to replenish 
or increase its insurance reserves only when those 
reserves fall below $25 million and to issue, for 
purchase by the Secretary of the Treasury, notes, 
debentures, bonds or other obligations (not to 
exceed $100 million at any one time) to discharge 
its investment insurance or reinsurance liabilities; 

Require the Corporation to report to Congress by 
January 1, 1976, regarding the possibilities of 
transferring all of its activities to private 
insurance companies, multilateral organizations 
and institutions, or other entitiesi 

Bar OPIC from insuring or reinsuring any investment 
if the Corporation determines that such investment 
would significantly reduce the number of the 
investor's United States employees; 
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Require the Corporation to develop and implement, 
within 6 months after the date of enactment of 
this bill, specific criteria intended to minimize 
the potential environmental implications of projects 
undertaken by investors abroad under any programs 
OPIC operates. 

The Conference report on S. 2957 also instructs OPIC to consult 
with the Congress on plans for any insurance programs in 
Indochina. The report further states that OPIC should 
not insure any large United States private investments in 
Indochina unless OPIC obtains significant private participa
tion or until OPIC receives specific instructions from 
Congress. 

The Administration sought a 2-year extension of OPIC authorities 
along with new reinsurance authority as part of the 1973 
foreign aid bill. However, in that bill, Congress granted 
only a 6-month extension of existing authorities until 
December 31, 1974, pending a thorough review of OPIC's 
authorities and programs. The enrolled bill reflects the 
results of that review. 

With respect to the long run reinsurance functions OPIC 
will have under the bill, State comments in its enrolled 
bill letter as follows: 

"The 'Overseas Private Investment Corporation 
Amendments Act of 1974' (S. 2957) satisfies 
the Administration's major requests of Congress 
public and private participation in an insurance 
consortium, retention of OPIC's public purposes, 
and an orderly transfer of insurance authorities 
from OPIC to the consortiwn." 

With respect to the future transfer of OPIC programs other 
than reinsurance, the Congress considered these could be 
better performed by other agencies. Thus, for exa~ple, the 
report of the Senate Foreign Relations Committee states: 
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"The Direct Investment Program should be 
shifted to AID along with the Special 
Activities Programs •••• AID is experienced 
in direct aid programs and, because of its 
substantial resources, better able to handle 
them than is OPIC." 

5 

While the changes which the bill would make in the future 
role of OPIC go beyond those recommended by the Executive 
Branch, neither we nor the agencies see any basis for 
objecting to them at this time. The changes are not 
required to take effect for a number of years, thereby 
affording ample opportunity to assess their validity in 
the light of OPIC's experience as it becomes increasingly 
involved in reinsurance. 

Enclosures 

Assistant Director for 
Legislative Reference 
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everseas 'Private lnvesflnent Corporation 
1129 20TH STREET, N.W. 

WASHINGTON, D.C. 20527 U.S.A. 

OFFICE OF THE PRESIDENT (202) 632-8584 

Mr. W. H. Rommel 
Assistant Director for Legislative Reference 
Office of Management and Budget 
Room No. 7201 - New Executive Office Building 
Washington, D. C. 20503 

Dear Mr. Rommel: 

This .: s in reference to your Enrolled Bill Request of August 15 
regarding 52957. 

The purpose of this legislation is to extend OPIC's program authority, 
both for investment insurance and guaranties, through December 31, 1977. 
The bill directs OPIC to achieve private participation in its program 
and requires that by December 31, 1979 for expropriation and inconverti
bility risks, and December 31, 1980 for war risks, OPIC cease acting 
as a direct underwriter and act as a reinsurer only. Interim goals are 
established beginning January 1975 with respect to the amount of private 
participation OPIC should achieve by certain benchmark dates through 
1980. 

The bill permits OPIC to incur reinsurance liabilities of up to $600 million 
in any one year and requires the reinsured party to retain for his own 
account "specified portions of liability, whether first loss or otherwise. 11 

OPIC must endeavor to increase such specified portions to the maximum 
extent possible. 

The legislation requires that OPIC cease to operate its finance program 
on December 31, 1979 .• Authority is given to the President to transfer 
these programs to other U.S. agencies by that date. When such programs 
are transferred, their operation will be limited to countries with per 
capita incomes of $450 or less in 1973 dollars. 

The bill bars OPIC from seeking appropriations to augment is insurance 
reserve until the reserve falls below $25 million. OPIC is permitted 
to borrow up to $100 million from the Tr~asury, repayable within one 
year, should OPIC need to pay claims in excess of its reserves before 
sufficient funds are appropriated. 



. . - •'' 

- 2 -

New mandates are added to OPIC's statute. The Corporation is prohibited 
from providing assistance to projects likely to significantly reduce the 
number of an investor's employees in the U.S. because he is replacing 
his U.S. production with production from a foreign inve stm.ent involving 
substantially the same product for substantially the same market as his 
U.S. production. In addition~ OPIC is required to give preferential 
consideration to projects involving small business, and to projects in 
less developed countries with per capita incomes of $450 or less in 1973 
dollars. 

OPIC is, in general~ pleased with this legislation. We were successful 
in amending the bill on the Senate floor to remove penalty provisions 
which would have put the Corporation out of business if we failed to 
achieve the interim goals. In addition, the Statement of the Managers 
on the Conference Report provides with respect to the long-term goals 
that they have been included in the legislation subject to the understanding 
that they will be reviewed in the light of OPIC 1 s actual operating experience 
during 1975 to 1977. The wording of "reinsurance section'' which 
establishes the amount of liabilities reinsured parties must retain for 
their own account is acceptable to OPIC. In fact, this was the critical 
issue in the Conference on the legislation~ and the House version which 
OPIC supported was adopted. 

In summary~ we believe S2957 is satisfactory. We believe it establishes 
reasonable goals which are capable of achievement over the next three 
years. 

We support this legislation, and recommend that it be signed into law 
by the President. 

Sincerely yours. 

,,._ 
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AUG 16 1974 

Honorable Roy L. Ash 
Director, Office of Management 

and Budget 
Washington, D. c. 20503 

THE ASSISTANT SECRETARY OF COMMERCE 
Washington, D.C. 20230 

Attention: Assistant Director for Legislative Reference 

Dear Mr. Ash: 

This is in reply to your request for the views of this Department 
concerning S. 2957, an enrolled enactment 

"To amend the title of the Foreign Assistance Act of 
1961 concerning the Overseas Private Investment 
Corporation to extend the authority for the Corporation, 
to authorize the Corporation to issue reinsurance, to 
terminate certain activities of the Corporation, and 
for other purposes." 

to be cited as the "Overseas Private Investment Corporation Amend
ments Act of 1974." 

The principal purpose of S. 2957 is to extend the statutory operating 
authority of the Overseas Private Investment Corporation (OPIC) 
through December 31, 1977, and state the intent of Congress that OPIC 
cease all participation as a direct insurer of overseas investments 
after that date. S. 2957 also directs OPIC to achieve increasing 
participation by private insurance companies and multilateral organi
zations on a sliding scale arrangement, starting as early as 
January 1, 1975 for some forms of insurance. 

This Department recommends approval by the President of s. 2957. 



EXPORT-IMPORT BANK OF THE UNITED STATES 
WASHINGTON, D.C. 20571 

PRESIDENT 
AND 

·CHAIRMAN 

Director 
Office of Management and Budget 
Executive Office of the President 
Washington, D. C. 20503 

August 16, 1974 

Attention: Assistant Director for Legislative Reference 

Re: Enrolled Bill S. 2957 

Dear Sir: 

CABLI!':ADDRESS ''EXIMBANK" 
TELEX-I 

This is in response to your request dated August 15, 1974, for the 
views and recommendation of the Export-Import Bank on Enrolled BillS. 2957. 

The Export-Import Bank has no objections to S. 2957 as enacted by 
the Congress but would defer to the opinion of the Overseas Private Invest
ment Corporation on this legislation. 

Eximbank, therefore, would recommend that the President sign into 
law Enrolled Bill S. 2957. 



DEPARTMENT OF STATE 

Washington, D.C. 20520 

Honorable Roy L. Ash 
Director, Office of 

Management and Budget 
Washington, D. C. 20503 

Dear Mr. Ash: 

August 20, 1974 

The following is in response to Mr. W. H. Rommel's 
request for views and recommendations on S. 295.7. 

The "Overseas Private Investment Corporation Amend
ments Act of 1974" (S. 2957) satisfies the Administra
tion's major requests of Congress -- public and private 
participation in an insurance consortium, retention of 
OPIC 1 s public purposes, and an orderly transfer of 
insurance authorities from OPIC to the consortium. 

The Department of State recommends that the President 
sign the bill. 

Assistant Secretary for 
Congressional Relations 



THE GENERAL COUNSEL OF THE TREASURY 

WASHINGTON. D.C. 20220 

Director, Office of Management and Budget 
Executive Office of the President 
Washington, D.C. 20503 

Attention: Assistant Director for Legislative 
Reference 

Sir: 

AUG 1 91974 

Your office has asked for the views of this Department on 
the enrolled enactment of S. 2957,· "To amend the title of the 
Foreign Assistance Act of 1961 concerning the Overseas Private 
Investment Corporation to· extend the authority for the Corporation, 
to e'tthorize the Corporation to issue reinsurance, to terminate 
certain activities of the Corporation, and for other purposes." 

The enrolled enactment would (1) extend the Overseas Private 
Investment Corporation for three years, through December 31, 1977; 
(2) terminate the Corporation's role as a primary insurer for 
expropriation and convertibility risks on December 31, 1979 and 
for war risks on December 31, 1980; (3) authorize the Corporation 
to seek appropriations only when its insurance reserVe falls below 
$2"5 million and to issue for purchase by the Secretary of the 
Treasury notes, debentures, bonds or other obligations to discharge 
its liabilities under investment insurance or reinsurance; (4):bar 
the Corporation from granting coverage to plants whose establishment 
would significantly diminish the number of u.s. jobs provided by the 
investor; and (5) require the Corporation to consult with the House 
Committee on Foreign Affairs and the Senate Committee on Foreign 
Relations with relation to investment plans in Indochina. 

The Department would have no objection to a recommendation that 
the enrolled enactment be approved by the President. 

Sincerely yours, 

Counsel· 
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DEPARTMENT OF STATE 

AGENCY FOR INTERNATIONAL DEVELOPMENT 

WASHINGTON. D.C. 20523 

Mr. Wilfred H. Rommel 
Assistant Director for 
Legislative Reference 

AUG 16 1974 

Office of Management. and Budget 
Washington, D.C. 20503 

Dear Mr. Rommel: 

The Agency for International Development has 
reviewed the enrolled bill, 5.2957, and has no 
objection to it. 

Sin~~ 
Arthur z. Gardiner, Jr. 
General Counsel 



93o CoNGREss } HOUSE OF REPRESENTATIVES { REPoRT 
2d Session No. 93-1233 

OVERSEAS PRIVATE INVESTMENT CORPORATION 

JuLY 30, 1974.-0rdered to be printed 

Mr. CuLVER, from the committee of conference, submitted the 
following 

CONFERENCE REPORT 
[To accompany S. 2957] 

The committee of conference on the disagreeing votes of the two 
Houses on the amendments of the House to the bill (S. 2957) relating 
to the activities of the Overseas Private Investment Corporation, 
having met, after full and free conference, have agreed to recommend 
and do recommend to their respective Houses as follows: 

That the Senate recede from its disagreement to the amendment of 
the House to the text of the bill and agree to the same with an amend
ment as follows: 

In lieu of the matter proposed to be inserted by the House amend
ment insert the following: 
That this Act may be cited as the "Overseas Private Investment Corporation 
Amendments Act of 197 1,.". 

SEc. 2. Title IV of chapter 2 of part I of the Foreign Assistance Act of 
1961 (22 U.S.C. 2191-2200a) is amended asfoUows: 
(1) In section 231-

. (A) in the first sentence, strike out "progress" and insert in lieu 
thereof "development"; 

(B) strike out clause (a) and insert in lieu thereof the following: 
"(a) to conductfinancing, insurance, and reinsurance operations 

on a self-sustaining basis, taking into account in its financing 
operations the economic and financial soundness of projects;''; 

( 0) in clause (d), strike out ", when appropriate,", and insert 
after "efforts to share its insurance" thefoUowing: "and reinsurance"; 

(D) strike out clause (e) and insert in lieu thereof the foUowing: 
"(e) to give preferential consideration in its investment insurance, 

financing, and reinsurance activities (to the maximum extent prac
ticable consistent with the Corporation's purposes) to investment 
projects involving businesses of not more than $2,500,000 net worth 
or with not more than $7,500,000 in total assets;"; t.ALo 
~000 ~ ~ . 
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(E) in clause (i), after "balance-of-payments" insert "and 
employment''; 

(F) in clause (j), strike out "and" after the semicolon; 
(G) at the end of clause (k), strike out the period and insert in 

lieu thereof a semicolon; and 
(H) add at the end thereof the following new clauses: 
"(l) to the maximum extent practicable, to give preferential con

sideration in the Corporation's investment insurance, financing, ana 
reinsurance activities to investment projects in the less developed 
friendly countries which have per capita incomes of $450 or less in 
1973 United States dollars; ana 

"(m)(1) to decline to issue any contract of insurance or rein
surance, or any guaranty, or to enter into any agreement to provide 
financing for an eligible investor's proposed investment if the Corpora
tion determines that such investment is likely to cause such investor 
(or the sponsor of an investment project in which such investor is 
involved) signijicantly to reduce the number of his employees in the 
United States because he is replacing his United States production 
with production from such investment which involves substantially 
the same product for substantially the same market as his United 
States production; and (2) to monitor conformance with the repre
sentations of the investor on which the Corporation relied in making 
the determination required by clause (1)." 

(2) Section 234 is amended-
(A) by striking out the section caption and inserting in lieu 

thereof the following: "lNVEBTMENT lNBURANCE AND OTHER 
PROGRAMB"; 

(B) by striking out subsection (a) (2) and inserting in lieu thereof 
the following: 

"(2) Recognizing that major private investments in less developed 
friendly countries or areas are often made by enterprises in which there is 
multinational participation, including signijicant United States private 
participation, the Corporation may make arrangements with foreign 
governments (including agencies, instrumentalities, or political subdi-
visiom thereof) or with multilateral organizations and institutions for I 
sharing liabilities assumed under investment insurance for such invest- , 
ments and may in connection therewith issue insurance to investors not 
otherwi.Be eligible hereunaer, except that liabilities assumed by the Corpo-
ration t.nder the authority of this subsection shall be consistent with the 
purposes of this title and that the maximum share of liabilities so assumed 
shall not exceed the 1_JTOportionate participation by eligible investors in the 
total project financ~ng, and that the maximum share of liabilities so 
assumed under paragraph (1) (A) and (B) or paragraph (1)(C) shall not 
exceed the Corporation's proportional share for such liabilities as 
specijied in paragraph (4) or (5) of this subsection." · 

(0) by adding at the end of subsection (a) thereof the following 
new paragraphs: 

"(4) (A) It is the intention of Congress that the Corporation achieve 
participation by private insurance companies, multilateral organizations, 
or others in liabilities incurred in respect of the risks referred to in para
gra;plta-.(1) (A) and (B) of this subsection under contracts issued on and 
after 'January 1, 1975, of a least 25 per centum, and, under contracts 
issued on and after January 1, 1978, of at least 50 per centum. If for 
good reason it is not possible for the Corporation to achieve either such 
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percentage of 72articipation, the Corporation shall refJort in tktail to the 
C<rmmittee on Foreign Relations of tJie Senate and the Corftmittee on Foreign 
Affairs of the House of Representatives the reasons for its inability to 
achieve either such percentage of participation, and the date by which 
such percentage is to be achieved. 

''(B) The Corporation shall not participate as insurer under contracts 
of insurance issued after December 31, 1979, in respect of the risks referred 
to in.l!aragraph (1) (A) and (B) of this subsection unless Congress by law 
modifies this paragraph. 

"(5)(A) It is the intention of Gongress that the Corporation achieve 
participation by private insurance c<rmpanies, multilateral organizations, 
or others in liabilities incurred in respect of the risks refer1'ed to in para
graph (1)(C) of this subsection untkr contracts issued on and after 
January 1, 1976, of at least 12~ per centum, and, under contracts issued 
on and after January 1, 1979, of at least 40 pet· centum. If for good 
reason it is not possible for the Oorporation to achieve either such per
centage of participation, the Corporation shall report in tktail to the 
C<rmmittee on Foreign Relations of the Senate and the C<rmmittee on 
Foreign Affairs of the House of Representatives the reasons for its inability 
to achieve either such percentage of participation and the date by which 
such percentage is to be achieved. 

"(B) The Corporation shall not participate as insurer under contracts 
of insurance isb-ued after December 31, 1980, in respect of the risks referred 
to in paragraph (1) ( 0) of this subsection unless Congress by law modifies 
this p_aragraph. 

11(6) Notwithstanding any of the percentages of participation untkr 
paragrapks (4)(A) and (5)(A) of this subsection, the Corporation may 
agree to assume liability as insurer for any contract of insurance, or share 
thereof, that a private insurance company, multilateral organization, or 
any other person has issued in respect of the risks referred to in para
graph (1) of this subsection, and neither the execution of any such agree
ment to assume liability nor its performance by the Corporation shall 
be considered as participation by the Corporation in any such contract 
for purposes of such percentages of participation;. On and after January 1, 
1981, the Corporation shall not enter into any such agreement to assume 
liability. 

11(7) On and after December 31, 1979, the Corporation shall not manage 
direct insurance issued after such date in respect of risks referred to in 
paragraph (J)(A) or (lJ) of this subsection unless Congress by law 
modifies this sentence. On and after December 31, 1980, the Corporation 
shall not manage direct insurance issued after such date in respect of 
risks referred to in paragraph (1) ( 0) of this subsection unless Congress 
by law modifies this sentence. It shall thereafter act solely as a reinsurer 
except to the extent necessary to manage its outstanding insurance and 
reinsurance contracts and any contracts of insurance the Corporation 
assumes pursuant to paragraph ( 6)."; and 

(D) "by adding at the end thereof the following new subsection: 
"(f) Other Insurance Functions.-(1) To make and carry out 

contracts of insurance or reinsurance, or agreements to associate or 
share risks, with insurance companies, financial institutions, any 
other persons, or groups thereof, and emf!loying the same, where 
appropriate, as its agent, or acting as the~r agent, in the issuance 
and servicing of insurance, the adjustment of claims, the exercise of 
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subrogation rights, the ceding and accepting of reinsurance, and in 
any other matter incident to an insurance business. 

"(2) To enter into pooling or other risk-sharing agreements with 
other national or multinational insurance or financing agencies or 
groups of such agencies. 

"(3) To hold an ownership interest in any association or other 
entity established for the purposes of sharing risks under investment 
insurance. 

"(4) To issue, upon such terms ana conaitions as it may determine 
reinsurance of liabilities assumed by other insurers or groups thereof 
in respect of risks referred to in subsection (a)(1). 

The authority granted by paragraph (3) may be exercised notwithstanding 
the prohibition under subsection (c) against the Corporation purchasing 
or investing in any stock in any other corporation. The amount of rein
surance of liabilities under this title which the Corporation may issue 
shall not exceed $600,000,000 in any one year, and the amount of such 
reinsurance shall not in the aggregate exceed at any one time an amount 
equal to the amount authorized for the maximum contingent liability 
outstanding at any one time under section 235(a)(1). All reinsurance 
issued by the Corporation under this subsection shall require that the 
reinsured party retain for his own account specified portions of liability, 
whether first loss or otherwise, and the Coporation shall endeavor to in
crease such specified portions to the maximum extent possible." 
(3) In section 235-

(A) strike out "197 4" in subsection (a)(4) and insert in lieu thereof 
"1977"; 

(B) in subsection (d), strike out "insurance issued under section 
234(a)" and insert in lieu thereof the following: "insurance or 
reinsurance issued under section 234"; and 

(C) strike out subsection (f) and in.sert in lieu thereof the following: 
"(j) There are authorized to be appropriated to the Corporation, to 

remain available until expended, such amounts as may be necessary from 
time to time to replenish or increase the in~turance and guaranty fund, to 
discharge the liabilities under insurance, reinsurance, or guaranties issued 
by the Corporation or issued under predecessor guaranty authority, or to 
discha1·ge obligations of the Gorporation purchased by the Secretary of the 
Treasury pursuant to this subsection. However, no appropriations shall 
be made to augment the Insurance Reserve until the amount of fund.' in the 
Insurance Reserve i.s less than $25,000,000. Any appropriations to 
augment the Insurance Resert'e shall then only be made either pursuant to 
specific authorization enacted after the date of enactment of the Overseas 
Private Investment Corporation Amendments Act of 197 4, or to satisfy the 
full faith and credit provi-non of section 237(c). In order to discharge 
liabilities under investment insurance or reinsurance, the Corporation is 
authorized to issue from time to time for purcha.se by the Secretary of the 
Treasury its notes, debentures, bonds, or other obligation<;; but the aggregate 
amount of such obligation-s outstanding at any one time shall not exceed 
$100,000,000. Any such obligation shall be repaid to the Trea.sury within 
one year after the date of issue of such obligation. Any such obligatwn shall 
bear interest at a rate determined by the Secretary of the Treasury, taking 
into conltideration the current average market yield on out-standing market
able obligation.s of the United States of comparable maturitieq during the 
month preceding the issuance of any obligation authorized by this sub-
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section. The Secretary of the Treasury shall purchase any obligation of the 
Corporation issued under this subsection, and for such purchase he may 
use as a public debt transaction the proceeds of the sale of any securities 
issued under the Second Liberty Bond Act O:fter the date of enactment of the 
Oversea.s Private Investment Corporation Amendments Act of 197 4. The 
purpose for which securities may be issued under such Bond Act shall 
include any such purchase." 
(4) In section 237-

(A) in subsection (a), strike out "and guaranties" and insert in 
lieu thereof a comma and "guaranties, and reinsurance"; and 
strike out "or guaranties" and insert in lieu thereof a comma and 
"guaranties, or rein811rance"; 

(B) in subsection (b), strike out "or guaranty" in both places and 
insert in lieu thereof in both places the following: ", guaranty, or 
reinsurance''; 

(G) in subsection (c), insert ", reinsurance," after "insurance" 
in both places it occurs; 

(D) strike out subsection (d) and insert in lieu thereof the following: 
"(d) Fees shall be charged for insurance, guaranty, and reinsurance 

coverage in ammtnts to be determined by the Corporation. In the event 
fees charged for investment insurance, guaranties, or reinsurance are 
reduced, fees to be paid under existing contracts for the same type of 
insurance, guaranties, or reinsurance and for similar guaranties issued 
under predecessor guaranty authority may be reduced."; 

(E) in subsection (e), strike out "or guaranty" and insert in lieu 
thereof a comma and "guaranty, or reinsurance"; 

(F) in subsection (j), insert", reinsurance," after "insurance" in 
both places it occurs; 

(G) add at the end of subsection (j) the following: "Notwithstand
ing the preceding sentence, the Lorporation shall limit the amount of 
direct insurance and reinsurance isrmed by it under section 234 so 
that risk of loss as to at least 10 per centum of the total investment of 
the insured and its affiliates in the project is borne by the insured 
and such affiliates. The preceding sentence shall not apply to the 
extent not permitted by State law."; 

(H) in subsection (g), after "guaranty", insert a comma and 
"insurance, or reinsurance"; 

(I) in subsection (h), strike out "or guaranties" and insert in lieu 
thereof a comma and "guaranties, or reinsurance"; 

(J) in subsection (i), after "insurance", insert ", reinsurance,"; 
and 

(K) strike out subsection (k) and insert in lieu thereof the following: 
"(k) ln making a determination to issue insurance, guaranties, or 

reinsurance under this title, the Corporation shall consider the possible 
adverse effect of the dollar ·investment ·under such insurance, guaranty, or 
reinsurance upon the balance of payments of the United States." 
(5) In section 239-

(A) in subsection (b), add the following new sentences at the end 
thereof: "On December 31, 1979, the Corporation shall cease operating 
the programs authorized by section 234 (b) through (e) and section 
240. Thereafter, the President is authorized to transfer such programs, 
and all obligations, assets, and related rights and responsibilities 
arising out of, or related to, such programs to other agencies of the 
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United States. Upon any such transfer, these programs shall be 
limited to countries with per capita income of $1,.50 or less in 1973 
doUars. "; and 

(B) add at the end thereof the foUowing: 
"(h) Within six months after the date of enactment of this subsection, 

the Corporation shall develop and implement specific criteria intended to 
minimize the potential environmental implications of projects undertaken 
by investors abroad in accordance with any of the programs authorized by 
this title." 

(6) In section 240(h), strike out "1974" and insert in lieu thereof 
"1977". 

(7) In section 240A, strike out subsection (b) and insert in lieu thereof 
the foUowing: 

"(b) Not later than January 1, 1976, the Corporation shall submit to 
the Congress an analysis of the possibilities of transferring all of its 
activities to private insurance companies, multilateral organizations and 
institutions, or other entities.". 

And the House agree to the same. 
That the Senate recede from its disagreement to the amendment of 

the House to the title of the bill, and agree to the same with an amend
ment as follows: 

In lieu of the amended title proposed by the House amendment, 
amend the title so as to read: 

"An Act to amend the title of the Foreign Assistance Act of 1961 
concerning the Overseas Private Investment Corporation to extend 
the authority for the Corporation, to authorize the Corporation to 
issue reinsurance, to terminate certain activities of the Corporation, 
and for other purposes." 

And the House agree to the same. 
JoHN CuLVER, 
THOMAS E. MoRGAN, 
CLEMENT J. ZABLOCKI, 
LESTER L. wOLFF, 
PETER H. B. FRELINGHUYSEN, 
J. HERBERT BuRKE, 
G. VANDER JAGT, 

Managers on the Part of the House. 
JoHN SPARKMAN, 
FRANK CHURCH, 
STUART SYMINGTON, 
J. JAVITS, 

Managers on the Part of the Senate. 



JOINT EXPLANATORY STATEMENT OF THE COMMITTEE 
OF CONFERENCE 

The managers o~ the I?art of the House and the Senate at the 
conference on the dtsagreem_g votes of the two Houses on the amend
ments of the House to the bill (S. 2957) relating to the activities of the 
Overseas Private Investment Corporation, submit the following joint 
statement to the House and the Senate in explanation of the effect of 
the action agreed upon by the managers and recommended in the 
accompanying conference report: 
· The House amendment to the text of the bill struck out all of the 
Senate bill after the enacting clause and inserted a substitute text. 

The Senate recedes from its disagreement to the amendment of the 
House with an amendment which is a substitute for the Senate bill and 
the House amendment. The. differences between the Senate bill, the 
House amendment, a.nd the substitute agreed to in conference a.re 
noted below, except for clerical corrections, conforming changes made 
necessary.: by agreements reached by the conferees, and minor drafting 
and clarifying changes. 

SHORT TITLE 

The Senate bill used a short title without the 1974 date. The House 
amendment used "1974" in the short title. The conference substitute 
is the. same as the House language. 

FINANCING CRITERIA FOR CoRPORATION AcTIVITIEs 

The Senate bill deleted provision of existing law requiring the Corpo
ration in its financing operations to consider the availability of financ
ing from other sources. The House amendment contained no corre
sponding deletion. The conference substitute is the same as the Senate 
provision. 

UsE oF PRIVATE INsTITUTIONs 

The Senate bill removed the provision of existin~ law requiring the 
Corporation to use private institutions to. mobiltze. Cf!-pital inv:est
ment funds. The House amendment contamed no sumlar deletton. 
The conference substitute omits the Senate provision. 

PREFERENTIAL TREATMENT IN FINANCING AcTIVITIEs FOR SMALL 
BusiNEss 

The House amendment included financing as activity for which 
small business receives preferential consideration from the Corpora
tion. The Senate bill contained no correspondi~ language. The Con- · 
ference substitute is the same as the IJguse proVIsion. 

(7) 
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DEFINITION OF SMALL BusiNEss 

The Senate bill retained language of existing law-preferential 
consideration given for "skills and resources of small busmess". The 
House amendment provided for preferential consideration of businesses 
with $2.5 million net worth or $7.5 million of total assets. The con
ference substitute is the same as the House definition. 

PREFERENTIAL TREATMENT IN FINANCING AcTIVITIES IN 
CERTAIN LESs-DEVELOPED CouNTRIES 

The House amendment included financing as Corporation activity 
to be given preferential consideration in less developed countries. The 
Senate bill contained no correspondin~ provision. The conference 
substitute is the same as the House proviston. 

DEFINITION OF LESS-DEVELOPED COUNTRIES 

The Senate bill provided for Corporation preferential consideration 
in the least developed among the developing countries. The House 
amendment :provided for Corporation preferential consideration in less 
developed fnendly countries with per capita income of $450 or less. 
The conference substitute is the same as the House definition. 

CoRPORATION As INFORMATION CENTER FOR FoREIGN INVESTMENT 
OPPORTUNITIES 

The House amendment added a new provision to direct Corporation 
to identify foreign investment opportunities and bring them to atten
tion of potential investors. The Senate bill had no corresponding 
provision. The conference substitute omits the House provision, with 
the understanding that the same authority is already provided in 
section 234(d) of the Foreign Assistance Act. 

FoREIGN INVESTMENT CAUSING REDUCTION IN U.S. EMPLOYMENT 

The House amendment added a new provision to prohibit Corpora
tion assistance in projects which would significantly reduce investor's 
U.S. employees, and to monitor investors assisted by Corporation for 
their compliance with this new provision. The Senate bill had no 
correspondin~ provision. The conference substitute is the same as the 
House provisiOn. 

MAXIMUM CoRPORATION SHARE OF LIABILITIES IN MuLTILATERAL 
INSURANCE ARRANGEMENTS 

The Senate bill prohibited Corporation's maximum share of liabili
ties under section 234(a) of the Foreign Assistance Act for certain 
arrangements with multilateral organizations from exceeding definite 
percenta~es after certain dates. The House bill retained the language 
of the extsting law that OPIC's maximum share of liabilities shall not 
exceed the proportionate share by the U.S. investors. The Conference 
substitute contains both the House and the Senate provisions. 
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PARTICIPATION BY OTHERS IN CORPORATION DIRECT INSURANCE FOR 
INCONVERTIBILITY AND EXPROPRIATION RISKS 

The Senate bill prohibited the Corporation from participating in 
policies for inconvertibility and expropriation risks after December 
31, 1979. The House amendment stated intention of Congress that 
Corporation should not participate in policies for inconvertibility and 
expropriation risks after December 31, 1979. The Conference substi
tute is the same as the Senate language. House receded with the under
standing that this matter will be reviewed in the light of OPIC's 
actual experience during 197 5 through 1977. 

PERCENTAGE OF PRIVATE PARTICIPATION FOR WAR RISKS 

The Senate bill provided for 12~ percent private participation in 
insurance contracts for war risks by January 1, 1976. The House 
amendment provided for 12 percent private participation in insurance 
contracts for war risks by January 1, 1976. The Conference substitute 
is the same as the Senate figure. 

PRIVATE PARTICIPATION IN WAR RISKS 

The Senate bill prohibited Corporation from participating in policies 
for war risks issued after December 31, 1980. The House amendment 
stated intention of Congress that Corporation should not praticipate 
in policies for war risks issued after December 31, 1980. The conference 
substitute is the same as the Senate language. House receded with the 
understanding that this matter will be reviewed in the light of OPIC's 
actual experience during 1975 through 1977. 

CuT-OFF DATE FoR CoRPORATION AssuMING LIABILITY As INsuRER 
FoR PRIVATE CoMPANY's PoLICY 

The Senate bill prohibited Corporation from-entering into contract 
assuming liability for private company's policy after January 1, 1981. 
The House amendment stated intention of Congress that Corporation 
should not enter into contract assuming liability for private company's 
policy after January 1, 1981. The Conference substitute is the same 
as the Senate language. 

PoLICIES REFERRED TO ON CuT-OFF DATE FOR AssuMING LIABILITIES 

The Senate bill cut-off was only for policies issued by private 
company after January 1, 1981. The House amendment cut-off was 
for policies issued by private company without regard to when they 
were issued. The Coriference substitute is the same as the Senate 
language. 

ANNUAL AMOUNT OF REINSURANCE AUTHORITY 

The Senate bill authorized reinsurance in amount of $600,000,000 
times number of years from date of enactment. The House amend
ment authorized issuance of reinsurance for $600,000,000 in any one 
year. Conference substitute is the same as the House provision. 
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AGGREGATE AMOUNT OF REINSURANCE 

The Senate bill authorized reinsurance for $12,000,000,000 in the 
aggregate. The House amendment authorized reinsurance in aggregate 
for amount authorized under section 235(a) (1) of the Foreign Assist
ance Act (currently $7,500,000,000). Conference substitute is the same 
as the House ) anguage. 

REINSURED pARTY LIABILITY 

The Senate bill required reinsured party to absorb annual loss of 
at least 50 percent of value of its outstanding- insurance in country in 
which it has issued the most insurance subJect to Corporation rein
surance. The House amendment required that the Corporation attempt 
to increase to maximum extent possible reinsured party's specified 
portions of liability. Conference substitute is the same as the House 
language. Senate receded with the understanding that this will be 
reviewed in the light of OPIC's actual experience during 1975 through 
1977. 

RisKs OF INCONVERTIBILITY AND ExPROPRIATION 

The Senate bill prohibited Corporation from managing direct 
expropriation and inconvertibility risk insurance issued after Dec·em
ber 31, 1979. The House amendment stated intention of Congress that 
Corporation should not manage direct expropriation and inconverti
bility risk insurance issued after December 31, 1979. Conference 
substitute is the same as the Senate language. 

RISK OF WAR 

The Senate bill prohibited Corporation from managing direct war 
risk insurance issued after Decemoer 31, 1980. The House amendment 
stated intention of Congress that Corporation should not manage 
direct war risk insurance issued after December 31, 1980. Conference 
substitute is the same as the Senate language. 

CuT-OFF DATE FOR CoRPORATION As REINSURER AFTER 1980 

The Senate bill required Corporation after December 31, 1980, to act 
only as reinsurer, except for managing outstanding contracts and con
tracts Corporation has assumed. The House amendment stated inten
tion of Congress that Corporation after December 31, 1980, should 
act only as reinsurer, except for managing outstanding contracts and 
contracts Corporation has assumed. Conference substitute is the 
same as the Senate language. 

NEw CoRPORATION PoLICIES 

The Senate bill provided that new policies include renewals and 
extensions of policies. The House amendment had no corresponding 
provision. Conference substitute omits the Senate language with the 
understanding that renewals and extension of policies shall not be 
used to circumvent the intention of this subsection. 
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CoRPORATION OwNERSHIP INTEREST IN ANOTHER CoRPORATION 

The House amendment exempted the Corporation from the pro
hibition in existing law against the Corporation purchasing stock in 
another corporation for the :purposes of permitting the Corporation 
to hold an ownership interest m an entity m order to share risks under 
investment insurance. The Senate bill contained no corresponding 
pro~s~on. The Conference substitute is the same as the House 
prOVISIOn. 

ExTENSION oF PRoGRAM AuTHORITY FOR INVESTMENT GuARANTIES 

The Senate bill deleted the time limitation on authority for invest
ment guaranties under section 234(b) of the Foreign Assistance Act. 
The House amendment provided that investment guaranty authority 
shall expire December 31, 1977. Conference substitute is the same as 
the House provision. 

DATE oF ExTENSION oF INVESTMENT INSURANCE 

The Senate bill extended authority for investment insurance until 
December 31, 1976. The House amendment extended authority for 
investment insurance until December 31, 1977. Conference sub
stitute is the same as the House date. 

APPROPRIATION To AuGMENT INsURANCE RESERVE 

The House amendment, permitting appropriations to augment the 
Insurance Reserve only when the Reserve falls below $25,000,000, 
would have gone into effect only after fiscal year 1975 appropriations 
are made. The Senate bill had no corresponding provision concern
ing the limitation to FY 1975. Conference substitute omits the House 
provision. 

PUBLIC DEBT TRANSACTION 

The House amendment provided that for the Secretary's purchases 
of Corporation obligations, he may use securities issued under Second 
Liberty Bond Act. The Senate bill had no corresponding provision. 
Conference substitute is the same as the House provision. 

REINSURANCE NoT To ExcEED VALUE oF INVESTMENT 

The House amendment provided that no reinsurance may exceed 
the dollar value of the investment made in a project. The Senate bill 
had no corresponding provision. The Conference substitute is the same 
as the House provision. 

INVESTMENT INSURED OR REINSURED FOR RisK oF Loss 

The Senate bi~~ovided that risk of loss concerns total investment 
of insured or its · ates. The House amendment provided that risk of 
loss concerns total investment of insured and its affiliates. The Con
ference substitute is the same as the House language. 
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PERSON WHo BEARs 10 PERCENT OF RisK oF Loss 

The Senate bill provided that insured or its affiliates bear at least 
10% of the risk of loss. The House amendment provided that any 
person other than the Corporation bear at least 10 percent of the risk 
of loss. The Conference substitute is the same as the Senate language. 

RESTRICTIONS ON LIMIT ON INSURANCE OR REINSURANCE 

The House amendment provided that the 10 percent limit on in
surance or reinsurance shaH not apply to loans by insurance com.Panies, 
pension funds, lending institutions, or investments by small busmesses. 
The Senate bill had no corresponding provision. The Conference 
substitute is the same as the Senate langua~e, with the addition that 
where this 10 percent deductible is in conflict with state law it shall 
not apply. 

CEsSATION AND TRANSFER OF ANciLLARY CoRPORATION PROGRAMS 

The Senate bill required that the Corporation cease investment 
guaranties, direct investment, investment encouragement, and special 
activities, and agricultural credit and self-help community develop
ment projects on December 31, 1979; and then the President is author
ized to transfer these pro~ams to other U.S. agencies. The House 
amendment stated intentiOn of Congress that President transfr; 
these programs to other U.S. agencies on or after December 31, 1979. 
The Conference substitute is the same as the Senate provision. 

COUNTRY LIMITATION BASED ON PER CAPITA INCOME 

The Senate bill limited programs to countries with a per capita 
income under $450 when programs are transferred to another U.S. 
agency by the President. The House amendment limited programs to 
countries with a per capita income under $450 on and after December 
31, 1979. The Conference substitute is the same as the Senate provision. 

TERMINATION oF ADVISORY CouNCIL 

The House amendment provided that the Advisory Council shall 
terminate on December 31, 1977. The Senate bill had no corresponding 
provision. The Conference substitute omits the House provision. 

LATIN AMERICAN LIMITATION ON SELF-HELP PROJECTS 

The House amendment deleted restriction of projects to Latin 
American countries and expressed the intent of Congress that the 
program be expanded to other less developed countries. The Senate 
bill had no corresponding provision. The Conference substitute omits 
the House provision. 

SELF-HELP PROGRAMS ARE N 0 LONGER "PILOT" PROGRAMS 

The House amendment removed the limitation of the program to 
the 11pilot" stage and allowed for the extension of the program to any 
less developed country rather than restricting it to only 5 Latin 
American countries. The Senate bill had no corresponding provision 
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and existing law specifies authority only for "pilot" programs. The 
Conference substitute omits the House provision. 

CoRPORATION GuARANTY oF PERCENTAGE oF LoAN MADE FOR 
SELF-HELP PROJECT 

The House amendment increased the amount that the Corporation 
can guaranty to 50 percent of the loans made for those projects. The 
Senate bill had no corresponding provision. The Conference sub
stitute omits the House provision. 

REPORT TO CONGRESS ON SELF-HELP PROGRAMS 

The House amendment directed OPIC, no later than January 15, 
1976, to submit to the Congress a report of the results of the expanded 
agricultural self-help and commumty development programs. The 
Senate bill had no cqrresponding provision. Since the conferees agreed 
not t.o.expap.d the program, the Conference substitute omits the House 
yrov1s10n. 

AUTHORITY FOR SELF-HELP PROGRAMS 

The Senate bill removed the time limitation on the authority for the 
agricultural credit and self-help community development projects. 
The House amendment extended the authority for the projects until 
Dec~~ber 31, 1977. The Conference substitute is the same as the House 
prOVISIOn. 

OPIC OPERATION IN INDOCHINA 

The reports of the House Foreign Affairs Committee and the Senate 
Foreign Relations Committee on the OPIC legislation contained con
flicting guidance as to the future operation of the OPIC program in 
Indochina. It is the intent of the Conferees that OPIC provide the 
House Foreign Affairs Committee and the Senate Foreign Relations 
Committee with a statement of its Board of Directors' plans for a pru
dent resumption of OPIC programs in Indochina, when such plans are 
formulated, and consult with the Committees as such programs evolve. 
OPIC should not insure any large U.S. private investments (as defined 
by OPIC's Board and reported to the respective Committees) in 
Indochina unless OPIC obtains significant private participation in the 
insurance program, or until OPIC receives specific instructions from 
both Houses of Congress. 

JoHN CuLvER, 
THoMAs E. MoRGAN, 
CLEMENT J. ZABLOCKI, 
LEsTER L. WoLFF, 
PETER H. B. FRELINGHUYSEN, 
J. HERBERT BuRKE, 
G. VANDER JAGT, 

Managers on the Part of the House. 
JOHN SPARKMAN, 
FRANK CHURCH, 
STUART SYMINGTON, 
J. JAVITS, 

Managers on the Part of the Senate. 
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93n CoNGRESS.}· ;H:,QUS:J!] OF. REP!lESENTATIVES { . REPORT 
· ~dSess{(Yit · . No. 93~1026 

OVERSEAS PRIVATE INVESTMENT CORPORATIO:.r;f 
AMENDMENTS OF 1974 

MAY 2, 1974.-Committed to the. Committee of the Whole House on the State · 
· of 'tlie Union and ordered to be prlnted · 

Mr. CuLVER, from the Committee on Foreign AffairS, 
submitted the following 

REPORT 
together with 

DISSENTING AND SUPPLEMENTAL VIEWS 

.[To accompany H.R.13973] · 

The Committee on Foreign Affairs, to whom was referred the bill 
(H.R. 13973) to amend the title of the Foreign Assistance Act of 
1961 concerning the Overseas Private Investment Corporation to 

·extend the authority for the Corporation, to authorize the Corporation 
to issue reinsurance, to suggest dates for terminating certain activities 
of the Corporation, and for other purposes, having considered the 
same, report favorably thereon with amendments ·and recommend 

; that the bill as amended do pass. 
· The amendments are as follows : 

On page 8, line 3, immediately before "The amount" insert the 
following : · 

· The authority granted by paragraph (3) may be exercised notwith
standing the p-:ohibi~ion. under sectio~ 234 (c) against the qorporation 
purchasmg·or mvestmg many stock many other corporation. 

On page 12, after. line 5, insert the followi~g new paragraph. 
( 30) by addmg at the end of subsectiOn (f) of section 239 the 

following: "The Council shall terminate on December 31, 1977."; 
On page 12, line 6, strike out " ( 30)" and insert in lieu th~reof 

"(31)". 
On page 12, after line 24, insert the following new paragraphs: 

(32) by striking out "in Latin America, the authority con
ferred by this section should be used to establish pilot programs 
in not more than five Latin American countries" in subsection a) 
of section 240 and inserting in lieu thereof the follo · · ~ 

99--006 
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authority conferred by this section should be used to establish 
programs in such-countries"; 

(33) by striking out "not more than five Latin American coun
tries" in subsection (b) of section 240 and inserting "less de
veloped countries" in lieu thereof; 

On page 13, line 1, strike out " ( 31)" and insert in lieu thereof 
" ( 34) ". . 

On page 13, aft~r_line 3, insert U~e followi~g new paragraphs: 
(35) by str1kmg out "1912" m subsectiOn (g) of section 240 and 

insertmg "1976" in lieu thereof; 
(36) by striking out "pilot" in subsection (g) of section 240; 

On page 13, line 4, strike out " ( 32)" and insert in. lieu thereof 
" ( 37) ". 

On page 13, line 6, strike out " ( 33)" and insert in lieu thereof 
"(38)". 

COMMITTEE AMENDMENTS 

The first committee amendment clarifies an apparent contradiction 
between a provision of the existing sta.tute prohibiting OPIC from 
taking an equity position in an investment project and a provision 
in this bill perrmtting OPIC to p;t!fC~fil shares in an arrangement for 
sharing OPIC's insurance risks.' · 

The second committee amendment removes the restrictiops of the 
Agricultural Credit and Self-HelpCom1nunity Development Program 
to five countries in Latin America and moves the program beyond the 
pilot state. 

The third committee amendment extends the life of the OPIC 
Advisory Council through December 31, 1977. 

CoMMITTEE AcTION 

During 1973 the Subcommittee on Foreign Economic Policy under
took an exhaustive investigation of the O.verseas Privl),te Investment 
Corpor~tion. It conducted a 2-week study mission to Latin America 
and held 9 days of hearings. Testimony was received from representa
tives of business and farm organizations, U.S. Government officials, 
academics, and Members of Congress. 

On October 21, 1973, the subcommittee issued a report which pre
sented the findings of those hearings and set forth 26 recommendations. 
On December 20 the chairman of the subcommittee, Mr. Culver 
introduced H.R. 12057 to implement the report. 

The bill was referred to the Committee on Foreign Affairs. On 
March 20, 1974, the subcommittee heard testimony on H.R. 12057 
from Marshall Mays, President of OPIC, and Hon. Andrew Biemiller, 
Director of the Department of Legislation of the AFL-CIO. On 
March 27, 1974, the subcommittee met in open session to consider the 
bill. The subcommittee adopted amendments to H.R. 12057 and 
authorized the subcommittee chairman to introduce a clean bill and 
report it to the Committee on Foreign Affairs. The clean bill, H.R. 
13973, was sponsored by Mr. Culver, Mr. Wolff, Mr. Burke of Florida, 
Mr. Davis of Georgia, Mr. Gilman, Mr. Vander Jagt, Mr. Whplen and 
Mr. Yatron. The bill was considered by the committee on. April 30, 
1974, and was ordered favorably reported to the House with amend
ments by a voice vote. 
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CosT ·EsTIMATEs 

P~sa.ge of H.R. 13973 requires no appropriation of flJ!lds. 

BACKGROUND 

Congress authorized the creation of OPIC in the Foreign Assistance 
Act of 1969 to assume operation of the private investment incentive 
programs then operated by the Agency for International Develop
ment (AID). 

Section 231 of the Fore,ign Assistance Act of 1969 defineq the funda-
mental purpose of OPIC as follows: 

To mobilize and facilitate the participation of U.S. private 
c~;tpital and skills in the economic and social progress of less
d,ev~).qped friendly countries and areas, thereby complement
ing the development assistance objectives of the United 
States ~ * *. 

In order to assure the maximum develdpment benefits from private 
investment, the Corporation was specifically directed by the Congress 
to encourage and support only those private investments in less
developed ·countries that are sensitive and responsive to the special 
needs an!f r~quirements of those .nations, and which contribute to the 
social a.nQ,.econo;rnic deve).Opment of their people. 

To accomplish this purpose, OPIC a-dministers three major ty.J¥18 
of programs: investment insurance, financing, and investment infor
mation and promotion activities. 

OPIC's insurance program offers protection against three forms of 
risk associated with foreign investment: (1) inconvertibility; (2) war, 
revolution and insurrection; and (3) expropriation. 

OPIC's finance program consists of (1) investment guaranties on 
medium- and long-term loans from institutional lenders to private 
enterprises in less developed countries (LDC's); (2) direct loans to 
private projects in LDC's; (3) the productive credit guaranty program 
to assist foreign local credit institutions in establishing credit lines for 
small businessmen and farmers considered to be marginal credit risks; 
and (4) administration of the Cooley loan program from Public Law 
480 accounts. The Cooley loan fund provides loans in domestic 
currency to foreign enterprises in which U.S. companies invest. Be
cause Public Law 480 agreements now usually require that the food 
shipments be paid for in dollars rather than in local currencies, this 
program is drying up. 

Finally, in order to identify and assess investment opportunities, 
and stimulate U.S. private investment in. developing countries, OPIC 
underwrites a share of the cost of preinvestment surveys conducted by 
U.S. companies. 

INDOCHINA 

In 1971 the Committee on Foreign Affairs considered the issue of 
AID providing private investment incentives in Vietnam, Laos, and 
Cambodia. The Committee decided that the matter should receive 
further detailed study by the appropriate subcommittee. In its report 
on the Foreign Assistance Act of 1971, the Committee declared : 



It was also the view of the committee that pending the 
resolution of thj_s question, neither AID nor OPIC should 
engage in providing further insurance, guaranties, or survey 
grants in the three coun~ries of Vietnam, Laos, and Cambodia. 

During 1973 the Subcommittee on Foreign Economic Policy under
,took a comprehensive investigation of the Overseas Private Invest
,ment Corporation. On November 29, 1973, the Subcommittee issued 
_a report presenting its findings and recommendations. In regard to 
its operating in Indochina, the report recommended: 

In keeping with the general policy of trying to facil~tate 
the rebuilding of war-torn Indochina, the subcommittee be
lieves that ·prudent exercise of OPIC's authority should be 
. permitted in this area. However, in view of the -continuing 
.political,·economic,·and military uncertainties in Indoohinli, 
the subcommittee directs OPIC to consult with the relevant 
committee of the Congress to every extent possible''concern
ing its plans and operations in South Vietnam, Laos, and ·· 
Cambodia. · . 

It is the position of the Committee on Foreign Affairs ·that this 
should be the guideline for OPIC's activity in Indochina. OPIC 
should provide the Committee with formal documentation of its op
erations. in Indochina,· including plans for its overall progr~m and 
'Specifics on individual investment projects. · 



·PROVISIONS .QF. THE BILL 

The principal provisions ofthe bill are: (a} authority for OPIC 
to e~ter into joint. a~angelll:ents w~th private insu:ance c<?mpanies, 
multilateral orgamzatwns, or other entitles and to Issue remsurance 
for such arrangements; ·(b) an expr-ession of the intent of Congress 
that OPIC act to transfer its functions of writi.ng and managjng in-; 
surance contr~cts to private insura~ce companies or other entities; · 
(c) an extensiOn of . OPIC's authonty througl;l December 31, 1977 · · 
(d) policy guidelines dealing with runaway mdustri~, preferentiaL 
treatment for . small businesses and proj~ in the least developed 
countries, and OPIC serving as a broker between developing countries 
and U.S. investors; and (e). pr.;>vision to improve the. effectiveness of 
the Agricultural ·Credit· aiid Self-Help Community Development 
program. · 

(5) 



SECTION 231 OF TH» F~m'N!' AssiSTANCE ACT OF 1961, AS AMENDED
CREATION, PURPOsE, AND Poucy 

EXPLANATION 

Section 231 provided for the creation of the Overseas Private In
vestment Corporation. It established its purpose, which is to promote 
and support' the active pa'i'ficipation of American private enterprise 
in :providing resotirceS' and£ talents to help further the economic and 
socral devMoprnent of less' developed countries. Section 231 specifies 
policy guidelines fbr' OPIC. . 

AMENDMENTS PROPOSED BY H.R. 13973 

Seotion ~(I)-Purpose 
This amendment substitutes the word "development" for "progress" 

in the first sentence of section 231 to make more explicit OPIC's pur
pose of complementing public development programs designed to 
benefit the poor majority of the population in less developed friendly 
countries and areas. · 
Seotion ~(~)-Self-Sustaining 

This amendment to subsection (a) directs OPIC to undertake to 
operate its insurance and reinsurance operations, as well as its financ
ing activities, on a self-sustaining basis. 

Seotion ~(3)-Finanoe Program 
This amendment is a conforming change, making clear that the 

existing requirement of subsection (a) that OPIC take into account 
the economic and financial soundness of projects and the availability 
of financing from other sources on appropriate terms remains appli
cable only to OPIC's finance program. 
Seotion ~ (4) a'fl.il (5)-Risk Sharing 

( 4) This amendment to subsection (d) strikes the words "when 
appropriate" from OPIC's risk-sharing mandate since risk-sharing 
goals are stated in detail in subsequent sections. 

( 5) This amendment to subsection (d) directs OPIC to undertake 
to share its reinsurance as well as its insurance risks. 

Seotion ~(6)-Small Business 
This amendment to subsection (e) directs OPIC to undertake to 

give preferential consideration in its programs (to the maximum ex
tent practicable consistent with its purposes) to investment projects 
sponsored by U.S. businesses having not more than $2.5 million net 
worth or not more than $7.5 million in total assets. 

(6) 
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Section ~(7)-U.8. Employ'l'lbent 
This amendment to subsection (i) directs OPIC to take into ac

count, iJl deter:m.ining whether to support a proposed project, its effect 
upon U':S . .domestic employment. 
Section~ (8) and (9)-0onfor1'Tiing Ohangel! 

These two amendments are technical changes made necessary by 
the addition of new clauses to section 231. 
Section~(10) (l), (m), and (n)-New Guidelines 

This section adds three new clauses to section 2'31 : 
(10) (l)-Leaat Developed Oowntries 

New section :i31 (1) requires OPIC to undertake, to the maximum 
extent practicable, to give/referential consideration to' investment 
projects in the less develope friendly countries which have per capita 
incomes of $4'50 or less in 1973 Uniied States dollars. 

(10) (m)-Broker 
New section 231(m) instructs OPIC to take a more active role in 

supporting developm~nt by id~nti.fying investment. ~pportunities in 
less developed countries and brmgmg these oportumtu~s to th~:~ atten
tion of potential U.S. investors. 

(10) (n)-Rwnaway Plants 
New section 231(n) enacts in OPIC's statute its policy of denying 

support of "runaway" plant investments. It directs OPIC (i) to 
decline to issue any contract of insurance or reinsurance, or any guar
anty, or to enter into any agreement to provide financing for a pro
posed investment. if OPIC determines that such investment is likely 
to cause a significant reduction in the number of employees in the 
United States of the investor or project sponsor because he is replacing 
his United States production with production from such investment 
which involves substantially the same product for substantially the 
same market as his United States production, and (ii) to monitor con
formance with the representations of the investor on which OPIC 
relied in making the determination required by clause (i). 

SECTION 234 oF THE F.::>REIGN AssiSTANCE AcT oF 1961, AS AMENDED 

EXPLANATION 

Section 234 sets forth the basic program authorities-investment 
insurance, investment guaranties, direct loan investments, and invest
ment encouragement. 

Section 234 (a) establishes the guidelines for the operation of the 
investment insurance program, which. insures investors against losses 
arising from (a) inconvertibility, (b) expropriation, and (c) war, 
revolution, or insurrection. The followin(J' amendments add new 
clauses to section 234 (a) which grant OPIC the authority to enter 
into joint arrangements for the sharing of these risks and to issue 
reirisurance and direct OPIC to take steps to transfer the writing arid 
managing.of insurance contracts to private insurance companies or 
other entities. 
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AMENDMENTS PROPOSED BY.H;R., 1'3978 ·• 

Sedtion$(1i)~Title . . . 
This airiendmeiltchanges the captioJ?. of section 234 toread"Inv.est-' 

ment Insurance and Other Programs:'. ·. ·. ·. · 
8_eation 2 (113) and (13)-Private Partiaipation ' 

·. 1J(11J)-Transferral of .the Issuing and Management of Oo11r, 
tract~ to Private, Oompanie{J 

A new subparagraph 4-(A) is added to set targets· for OPIC to at
tempt to meet in shanng liabilities incurred under new inconvertibility 
and expropriation insurance. The targets are 25 percent of liabilities 
incurred under contracts issued on and after January 1, 1975, and 50 
percent of liabilities incurred under contracts issued on and after Jan
nary 1, 1978. If it is not possible for OPIC to meet either of these tar
gets, it is to report to the Senate Foreign Relations Committee and. 
the House Foreign Affairs Committee the reasons for its inabilitv to 
achieve either target and the date by which the target can be achieved. 

A new subparagraph 4-(B) is added to state the long-range goal of 
Congress that OPIC should no longer participate as a direct msurer 
of inconvertibility or expropriation risks under contracts issued after 
December 31, 1979. This goal and the other long-range objectives stated· 
in the bill are based on the assumption that other insurers, such as pri
vate insurance companies, multilateral organizations, or a mutual of 
insurance users, will by the end of the decade be prepared to issue po- . 
litical risk insurance to eligible U.S. investors in a manner consistent 
with the public purposes of the program as expressed in the act. (By 
the amendments proposed to be added by section 2(33) of the bill to 
section 240 of the act, OPIC will be reqmred to report on this issue no 
later than January 1, 1976.) 

The new subparagraph 5 (A) sets targets for OPIC's liability shar
ing in war risk insurance. The targets are 121;2 percent of liabilities 
incurred under contracts issued on or after January 1, 1976, and 40 
percent of liabilities incurred under contracts issued on and after 
January 1, 1979. As with the liability-sharing targets for inconverti
bility and expropriation insurance, OPIC "is required to report to the 
Congress if these targets cannot be met. . 
· The new subparagraph 5 (B) states the long-range goal of Congress 

that OPIC should no longer participate as a direct insurer of war risks 
under contracts issued after December 31, 1980. Again, as with the 
long-term goals of wholly private underwriting of expropriation and 
inconvertibility insurance, the assumption on which this goal is based· 
is that other insurers. will assume OPIC's role in this area. 

A new parar;rapk ( 6) is added to make it clear th~~ot in OPIC's ef
forts to share Its msurance liabilities, it niay agree to assume liability · 
as insurer for any insurance contract, or share thereof, that a private 
insurance company, multilateral organization, or any .other person 
has issued in·respect of inconvertibility, expropriation and war risks, . 
Neither the execution of such an agreement nor its performance by 
the Corporation shall be considered as participation by the Corpora
tion in any such insurance contract for. purposes of the targets speci-. 
fied in subparagraphs 4(A) and 5(A) of section 234. The amendment 
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is in recognition of the fact that other insurers, including private in
surance companies, at this time, are unwilling to assume long-term 
liabilities under political risk insurance contracts, and therefore OPIC 
may be required to assure the long-term investor that it will main-

. tain coverage if private insurers decline to extend or renew their short
term commitments. Although OPIC's agreement to assume such lia
bilities is not counted for purposes of the targets ·of subparagraphs 
4(A) and 5(A) as participation by OPIC, such agreement will be 
considered as the issuance of insurance by OPIC for all other purposes 
of the act. It is the intention of Congress, however, that OPIC should 
not enter into any such agreement after January 1, 1980. 

The new paragraph (7) proposed for sectiOn 234(a) states addi
tional long-term goals of the Congress: (i) that OPIC should not 
manage insurance contracts issued on and after Deceml;>er 31, 1979, 
by: other insurers in respect of inconv~rtibility and oxpro~riation risks; 

· (n) that OPIC should not manage msurance contracts Issued on and 
after December 31, 1980, by other insurers in respect of war risks; 
and (iii) that on and after December 31, 1980, OPIC should act only 
as a reinsurer except to the extent necessary to manage its outstanding 
insurance or reinsurance contracts and any liabilities it assumes pur
. suant to paragraph ( 6). of section 234 (a). 

fJ ( 13) -Reinsurance 
This amendment adds a new subsection (f) to section 234, which 

authorizes OPIC (a) to enter into various coinsurance and reinsur
ance arrangements with private insurance companies and other en
tities, and (b) to issue reinsurance of liabilities assumed by other 
insurers or groups thereof. · 

. The maximum contingent liability which OPIC may assume each 
year as a reinsurer cannot exceed $600 million, and may never in the 
aggregate exceed at any one time an amount equal to the amount 
authorized :for the maximum contingent liability for insurance under 

· section 235 (a) ( 1) [$7 .5 billion]. · · 
All reinsurance issued by OPIC will require that the reinsured 

party (private insurance companies and other entities that share and/ 
or assume OPIC's function of issuing insurance) retain :for his own 
account specified portions of liability, whether, first loss or otherwise, 
and the Corporation shall endeavor to increase such specified portions 

·to ·the maximum extent feasible. Under the proposed section 2(33) 
of the bill, OPIC will be required to report to Congress the actual ex
posm:e reinsured parties have been willing to assume. 

SECTION 23~ oF THE FoREIGN AssiSTANCE .AcT oF 1961, 
. ' . AS AMENDED . 

EXPLANATION . 

Section 235 established OPIC's issuing authority and the Insurance 
and Guaranty Fund. It established the maximum contingent liabili
ties at $7.5 billion for insurance and-$750 million for guaranties. The 
direct investment fund is a revolving fund to be available for loans. 
The Insurance and Guaranty Fund is used to discharge liabilities 
under the insurance and guaranty program. 

II.Rept. 1026,93-2----2 



10 

AMENDMENTS PROPOSED BY H.R. 13 9 7 3. 

Section 2 (14)-Three-Year Authorization 
This amendment to subsection (a) (4) extends OPIC's insurance 

and guaranty authority :from December 31, 1974, to December 31, 1977. 
The committee :feels that a 3-year extension of OPIC's authority is 
necessary to permit adequate testing o:f liability-sharing with private 
insurers. This extension coincides with the 3-year pooling arrange- . 
ment OPIC is currently discussing with the private insurance 
industry. 
Section 2(15)-Reinsurance 

This amendment to subsection (d) is a technical change to permit 
OPIC to pay reinsurance liabilities as well as insurance liabilities out 
o:f the Insurance Re8erve. 
Section 2(16)-0ongressional Appropriations and Borrowing Au

thOJity 
This amendment deletes the existing subsection (:f) which author

izes an ongoing appropriation to OPIC :for its Insurance and Guaranty 
Fund and :for the discharge of OPIC's liabilities. The new subsec
tion (:f) directs that, after fiscal year 1975, (a) a congressional 
appropriation to the Insurance Reserve would be permitted only a:fter 
that reserve had dropped below $25 million, (b) any appropriation 
would require a congressional authorization, and (c) in order to per
mit OPIC to quickly cover valid claims, OPIC can borrow up to $100 
million :from the U.S. Treasury, but any such borrowing must be re
paid within a year. 

SECTION 237 OF THE FoREIGN AssiSTANCE AcT OF 1961, AS AMENDED 

EXPLANATION 

Section 237 details various provisions relating to the insurance and 
guaranty programs. 

AMENDMENTS PROPOSED BY H.R. 13 9 7 3 

Section 2(17)-(24)-Teohnical Ohange8 
These amendments are technical changes to make certain provisions 

of the statute which are now applicable to OPIC's insurance program 
also applicable to OPIC's proposed role in issuing reinsurance. 
Section 2(25}-Insured To Hold 10 Percent of Risk 

This amendment to subsection (f) requires OPIC to limit the 
amount of insurance and reinsurance it issues with respect to an in
vestment .so that risk of loss of at least 10 percent of the total invest
ment of the insured and its affiliates in the project is borne by any 
person other thJtn OPIC on the date the insurance is issued. This 
limitation would not apply to loans by institutional lenders or to 
investments J;>.y small busmesses. · 

\ 
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Section !J(~6)-(S!J)-Teohnwal Chatnges 
These amendments are technical changes to make certain provisions 

of the statute which are now applicable to OPIC's insurance program 
also applicable to OPIC's proposed function of issuing reinsurance, 

SEcTioN 239 OF THE FoREIGN AsSISTANCE ACT OF 1961, As AM::ENDED 

EXPLANATION 

Section 23.9 sets forth general provisions and powers of OPIC. 

AMENDMENTS PROPOSED BY H.R. 13973 

Section !J(30)-Advi8ory Council · 
This amendment to subsection (f) extends the life of the OPIC 

Advisory Council through December 31, 1977. 
Section 2(31) (A), (B), and (C)-Three New Subsections 

This amendment adds three new subsections to section 239. 
(31) (A)~Environmental Impact . . . 

New subsection 239(h) would require OPIC to develop and imple· 
ment specific criteria intended to encourage U.S. investors to take 
measures to lessen the potential adverse enVlronmental e:tiects of their 
proposed in the less developed countries. 

The amendment is not intended to impose U.S. standards on a for
eign country or to challenge the sovereign right of a developing na· 
tJ,on to determine how it wishes to reconcile Its il},terest in JObs and 
income with its interest-and that of the world at larg&:-in a clean en
vironment. On the other hand, the committee intends that where local 
environmenal protection standards are lacking, OP!C shoul~, consist. 
ent with the accomplishment of its overall purpose1 encourage U.S. in· 
vestors to take voluntary steps to lessen the potentJ,al ~dverse environ
mental effects of projects in which they have a controlling interest. 

The purpose is to encourage American investors to impose upon 
themselves some reasonable environmental standards for the sake of 
international good will and in the interest of a healthy, clean global 
environment. 

(31) (B) and (C)-Finance ProgranuJ 
New subsection 239 ( i) states the congressionJl} intention that. ft[ter 

December 31, 1979, the President should transfer the ()piC finance 
programs, including the Agricultural Credit and Self-Help ·Com-
munity Development ram authorized by section 240, to another 
agency of the United This section assumes that by December 31, 
1979, OPIC will have assun1ed a reinsurer's·role in jts insurance pro
gram, thereby making appropriate a transfer of its fina,nce pro~ams 
to another agency or agencies. Final decision on this question .will de
pend upon whether, in fact, OPIC will be confined to reinsurance in its 
msuranceprogram after 1979. . · . . . . 

New subsection 239(j} would require that after December 31, 1979, 
the OPIC finance prowams be linnted to 'countries with a per capita 
income of $450 or less m 1973 United States dollars. 
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SECTION 240 OF THE FoREIGN· AssiSTANcE Am OF 1961, As AMENDED 

EXPLANATION 

Section 240 established the Agricultural and Credit Self-Help Com-
. munity Development programs. The purpose of the program is to 
encourage private credit and lending institutions to make loans on 
reasonable terms to organized groups and individuals for small agri
cultural self-help and local community development :purposes. The 
total guaranties outstanding at any one time are limited to $25 
million. 

·AMENDMENTS PROPOSED BY H.R. 139'18 

Section 8(393-33)-Ewpansion of Agricultural Credit and Self-Help 
Oomrrvunity Program 

This amendment removes the current restriction of the program to 
five Latin American countries and to a pilot phase. Th1s . program 
brings assistance to the "grass roots" level, and OPIC should take steps 
to extend it to as many countries as is approJlriate within the guide
lines of the program and considering the mterests of developing 

·nations . 
. Section 8(34)-Guaranty Level 

This amendment to subsection (b) is designed to improve. the ef
fectiveness of the Agricultural Credit and Self-Help Community De
velopment program authorized by section 240 by permitting OPIG to 
guarantee a lender against losses of up to one-half of his portfolio of 
qualified loans. The present limitation is 25 percent of each lender's 
portfolio. Individualloalls may be gua.ranteed up to 75 percent. Ex
perience has shown that a Latin Allierican lending institution is cred-

. ited with only 25 percent guaranty security, rather than 75 percent; 
when it seeks to discount an OPIC-guaranteed small loan portfolio, 

. thereby severely limiting the ability of a qualified lender to obtain 
additional capital by discounting his OPIC-guaranteed portfolio 
with larger.financial institutions. The.~roposed change would remove 
this critical limitation on the program s effectiveness. The 75 percent 
limit on OPIC guarantees of individual loans would. be continued, 
subject to 50 percent overall portfolio .guaranty. li:r~1it • 

. Section 8(35-36)-RepoTt to Congress 
The amendment directs OPIC to report to the Congress by Janu

ary 15, 1976, on the results of the program and removes the word 
. "pilot" in keeping with sections 2 ( 33-34). · 
Section 8(37)-:Three-Year Ewtension , 

This amendment to subsection (h) would extend the authority of the 
·Agricultural Credit and .Self-Help Community Development pro
~ gram from December 31, 1974 to December 31, 1977. 

SEor:roN 240A oF-THE. FoREIGN .AssiSTANCE AcT oF 1961, AS AMENDED 

EXPLANATION 

Section 240A requires OPIC to report on its operations to Con
gress at the end of each fiscal year. 
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AMENDMENT PROPOSED BY H.R. 13 9 7 3 

Section 2(38)-Report to Congress on Private Participation 
This amendment to subsection (b) would require OPIC to re

port, no later than January 1, 1976, on the possibilities of transferring 
all of its activities to private insurance companies, multilateral orga
nizations or other entities. 

CHANGES IN ExiSTING LAw MADE BY THE BILL, AS REPORTED 

· In compliance with clause 3 of rule XIII of the Rules of the House 
of Representatives, changes in existing law made by the bill, as re
p'orted, are shown as follows (existing law proposed to be omitted is 
enclosed in black brackets, . new matter is printed in italic, existing 
law in which no change is proposed is shown m roman): 

TITLE IV OF CHAPTER 2 OF PART I OF THE FOREIGN 
ASSISTANCE ACT OF 1961 

TITLE IV -OvERSEAS PRrV ATE INVESTMENT CoRPORATION 

·SEc. 231. CREATION, PURPOSE, AND PoLICY.-To mobilize and facili7 
tate the participation of United States private capital and skills in 
the economic and social [progress] development of less developed 
friendly countries and areas, thereby complementing the development 
assistance objectives of the United States, there is hereby created the 
Overseas Private Investment Corporation (hereinafter called the 
"Corporation"), which shall be an agency of the United States under 
the policy guidance of the Secretary of State. , 

In carrymg out its purpose, the Corporation, utilizing broad cri-
teria, shall undertake-- · 

· (a) to conduct financing, insurance, and reinsurance operations 
on a self-sustaining basis, taking into account in its financing 
operations the economic and financial soundness of projects and 
the availability of financing from other sources on appropriate 
terms; 

(b) to utilize private credit and investment institutions and the 
Corporation's guaranty authority as the principal means of mobi-
lizing capital investment funds; · 

(c) to broaden private participation and revolve its funds 
through selling its direct investments to private investors when
ever it can appropriately do so on satisfactory terms; 

(d) to conduct its nisurance operations with due regard to 
principles of risk management including [, when appropriate,] 
efforts to share its insurance and reinsurance risks; 

[ (e) to utilize, to the maximum practicable extent consistent 
with the accomplishment of its purpose, the resources and skills 
of small business and to provide facilities to encourage its full 
participation in the programs of the Corporation;] 

(e) to give preferential consideration in its investment insur
ance, financing, and reinsurance activities (to the rna.mimum ex
tent practicable ·consistent with the Corporation's purposes) to 
investment projects involving businesses of not more than $2,-
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500,000 wt worth or with not more than $7,500,000 in total assets; 
(f) to encourage and support only those private investments in 

less developed friendly countries and areas which are sensitive and 
responsive to the special needs and requirements of their econ
omies, and which contribute to the social and economic develop
merit of their people; 

(g) to consider in the conduct of its operations the extent to· 
whiCh l~ss developed country governments are receptive to private 
enterprise, domestic and foreign, and their willingness and ability 
to maintain conditions which enable private enterprise to make 
its full contribution to the development process ; 

(h) to. fo.ster priyate initiative and competition and discourage 
monopolistic practices; 

(i) to further to the greatest degree possible, in a manner con
sistent with its goals, the balance-of-payments and employ'!Mnt 
objectives of the United States; 

(j) to conduct its activities in consonance with the activities of 
the agency primarily responsible for administering part I and 
the international trade, investment, and financial policies of the 
United States Government; [and] 

(k) to advise and assist, within its field of competence, inter
ested agencies of the United States and other organizations, both 
public . and private, national and international, with respect to 
projects and programs relating to the development of private 
enterprise in less developed countries and areas[.]; 

( l) to the maan'Tl1/Um extent practicable, to give preferential con
sideration in the Corporation's invest'!Mnt insurance, financing, 
and rei·nsurance activities to. investment projects in the less de
veloped friendly countries which have per capita incomes of $4DO 
or less in 1973 United States dollars; 

( m) to identify foreign invest'!Mnt opportunities in less de
. veloped friendly countries and areas, and to. bring information 
concerning s1wh opportunities to the attention of potential eligible 
investors in such countries or areas; and 

(n) (1) to decline to issue any contract of insurance or rein
surance, or any guaranty, or to enter into any agree'!Mnt to pro
vide financing for an eligible investor's proposed investment if 
the Corporation determines that such invest'!Mnt is likely to 
cause such investor (or the sponsor of an investment project in 
1vhich such investor is involved) significantly to reduce the num
ber of his employees in the United States because he is replacing 
h~~s United States production ·with production from such invest
ment which involves substantially the same product for substan
tially the same market as his United States production; and (2) 
to monitor conformance with the representations of the investor 
on 'which the Corporation relied in making the determination 
required by clause ( 1 ) . 

SEc. 232. CAPITAL OF THE CoRPORATro:N.-The President is author
ized to pay in as capital of the Corporation, out of dollar receipts made 
available through the appropriation process from loans made pur
suant to this part and from loans under the Mutual Security Act of 
1954, as amended, for the fiscal year 1970 not to exceed $20,000,000 
and for the fiscal year 1971 not to exceed $20,000,000. Upon the pay-
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ment of such capital by the President, the Corporation shall issue an. 
equivalent amount of capital stock to the Secretary of the Treasury. 

SEc. 233. ORGANIZATION AND MANAGEMENT.-( a) STRUCTURE oF THE 
CoRPORATION.-The Corporation shall have a Board of Directors, a 
President, an Executive Vice President, and such other officers and· 
staff as the Board of Directors may determine. 
· (b) BoARD oF DIRECroRs.-All powers of the Corporation shall vest 
in and be exercised by or under the authority of its Board of DirectOrs 
("the Board") which shall consist of eleven Directors, including the 
Chairman, with six Directors constituting a quorum for the transac
tion of business. The Administrator of the Agency for International 
Development shall be the Chairman of the Board, ex officio. Six Di
rectors (other than the President of the Corporation, appointed pur
suant to subsection (c) who shall also serve as a Director) shall be 
appointed by the President of the United States, by and with the ad
vice and consent of the Senate, and shall not be officials or employees 
of the Government of the United States. At least one of the six Di
rectors appointed under the preceding sentence shall be experienced 
in small business, one in -organized labor, and one in cooperatives. 
Each such Director shall be appointed for a term of no more than three 
years. The terms of no more than two such Directors shall expire in 
any ~me year. Suc!t Directors shall serv~ until their successors are 
appomted and 9.uahfied and may be reappomted. · 

The other Directors shall be officials of the Government of the 
United States, designated by and serving at the pleasure of the Presi-
dent of the United States. · 

All tlirectors who are not officers of the Corporation or officials of 
the Government of the United States shall be compensated at a rate 
equivalent to that of level IV of the Executive Schedule ( 5 U.S.C. 
5315) when actually engaged in the business of the Corporation and 
may be paid per diem in lieu of subsistence at the applicable rate pre
scribed in the standardized Government travel regulations, as 
amended, from time to time, while away from their homes or usual 
places of business. . 

(c) PRESIDENT OF THE CoRPORATION.-The President of the Corpora
tion shall be appointed by the President of the United States, by and 
with the advice and consent of the Senate, and shall serve at the 
pleasure of the President. In making such appointment, the Presi
dent shall take into account private business experlenoo of the ap
pointee. The President of the Corporation shall be its Chief Executive 
Officer and responsible for the operations and management of the 
Corporation, subject to bylaws and policies established by the Board. 

(d) OFFICERS AND STAFF.-The Executive Vice President of the 
Corporation shall be appointed by the President of the United States, 
by and with the advice and consent of the Senate, and shall serve at 
the pleasure of the President. Other officers, attorneys, employees, and 
agents shall be selected and appointed by the Corporation, and shall 
be vested with such powers and duties as the Corporation may deter
mine. Of such persons employed by the Corporation, not to exceed 
twenty may be appointed, compensated, or removed without regard to 
the civil service laws and regulations: Provided, That under such regu
lations as the President .of the United States may prescribe, officers 
and employees of the Umted States Government who are appointed to 
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any of the above positions may be entitled, upon removal from such 
position, except for cause, to reinstatement to the position occupied at 
the time of appointment or to a position of comparable grade and sal
ary. Such positions shall be in addition to those otherwise authorized 
by law, including those authorized by section 5108 of title 5 of the 
United States Code. 

SEc. 234. INVESTMENT [INCENTIVE] INsUR.A.NOE AND 0TBERJPRo
GRAMs. The Corporation is hereby authorized to do the following: 

(a) INVEsTMENT lNS'URANCE.-(1) To issue insurance, upon such 
terms and conditions ft:S the Corporation may determine, to eligible 
investors assuring protection in whole or in part against any or all 
of the following risks with respect to projects which the Corporation 
has approved-

( A) inability to convert into United States dollars other cur
rencies, or credits in such currencies, received as earnings or 
profits from the approval project, as repayment or return of the 
investment therein, in whole or in part, or as compensation for 
the sale or disposition of all or any part thereof; 

(B) loss of investment, in whole or· in part, in the approved 
project due to expropriation or confiscation by action of a foreign 
government; and 

(C) loss due to war, revolution, or insurrection. 
(2) Recognizing that major private investments· in less developed 

friendly countries or areas are often made by enterprises in which there 
is multinational participatiop, including significant United States pri
vate participation, the Corporation may make such arrangemenfs with 
foreign governments (including agencies, instrumentalities, or politi
cal subdivisions thereof) or with multilateral organizations .for shar
ing liabilities assumed under investment insurance for such invest
ments and· may in connection therewith issue insurance to investors 
not otherwise eligible hereunder: Provided, however, That liabilities 
assumed by the Corporation under the authority of this subsection 
shall be consistent with the purposes of this title and that the maxi
mum share of liabilities so assumed shall not exceed the proJ?ortionate 
participation by eligible investors in the total project financmg. 

(3) Not more than 10 per centum of the total face amount of invest
ment· insurance which the Corporation is authorized to issue under 
this subsection shall be issued to a single investor. 

(4) (A) It iB the intention of Congress that the Corporation should 
achieve participation by private insurance companies, mUltilateral or- , 
ganizations, or otlufrs in at least '25 per centwm of liabilities i1U!Urred 
in respect of the risks referred to in subparagraphs (1) (A) (JJlU], (B) 
of tMs subsection under contracts issued on and after lanua;ry 1,1975, 
and in at least 50 per centum of liabilities incurred in respect of such 
risks under contracts issued on (JJlU], after l anua:ry 1, 1978. If it is not 
possible for the Corporation to achieve either s'UCh percentage of par
ticipation, the Corporation shall report in detail to the Senate Foreiqn 
Relntions Committee and the Foreign Affairs Committee of the H mtse 
of Representatives the reasons f01' its inability to achieve either such 
percentage of participation, (Jiftd the date by which such percentage 
cam be aehieved. 

(B) It is the intention of Congress that the Corporation should not 
participate as insurer wniJer contracts of insuramce issued after De-
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cember 31, 1979, in respect of the ri&ks referred to in BUbparagraphs. 
(1) (A) am.d (B) ofthissubsection. 

(5) (A) It UJ the interntion of Congress that the Corporation should 
achieve participation by private insurance companies, multilateral 
organization&, or others in at lea8t 12 per centum of liabilities incurred 
in respect of the risks referred to in subparagraph (1) (C) of this sub
section under contracts issued on and after January 1,1976, and in at 
least .t,IJ per centum of liabilities incurred in respect of such risks under 
contracts issued on and after January 1,1979. If it is not possible for 
the Corporation to achieve either such percentage of participation, the 
Corporation shall report in detail to the Senate Foreign Relations 
Committee am.d the Foreign Affairs Committee of the House of Repre
sentatives the reason& for its inability to acl!ie1-'e either such per
centage of participation, and the date by 'which such percentage can 
be achieved. 

(B) It is the intention of Congress that the Corporation should 
not participate as inaurer under inaurance policies issued after De
cember 31, 1980, in respect of the risks referred to in subparagraph 
(1) (C) of this subsection. 

(6) Nofntxithstanding any of the percentages of participation under. 
subparagraphs (4) (A) and (5) (A) of this subsection, the Corporation·. 
may agree to assume liability as inaurer for any inaurance contract, · 
or share thereof, that a private inaurance company, multilateral or-· 
ganization, or any other person has issued in respect of the risks 
referred to in paragraph (1) of this subsection, and neither the exe- · 
cution of such an agreement to assume liability nor its performance. 
by the Corporation shall be considered as participation by the Corpo
ration in any such inaurance contract for purposes of such percent
ages of participation. However, it is the intention of Congress that on 
and after January 1, 1981, the Corporation should not enter into any 
such agreement to assume liability. 

(7) It is the intention of Congress- . 
(A) that the Corporation should not manage direct insurance. 

issued on and after December 31, 1979, by any other person in ·. 
respect of risks referred to in subparagraph (1) (A) or (B) of 
this subsection; . 
. (B) that the Corporation should not manage direct insurance 
wsued on an:d after Decem~er 31, 1980, by any other person in 
resp.ect of nsks referred to zn subparagraph (1) (C) of this sub
sectwn; and 

(C) that on and after December 31,1980, the Corporation should 
act only as a reinsurer except to the extent necessary to manage 
its outstanding ilnsurance or reinsurance contracts and any poli
cies the Corporation assumes pursuant to paragraph (6). 

(B) INVESTMENT GuARANTIEs.-To issue to eligible investors guar
anti.es of loans and other investments made by such investors assuring 
agamst loss due to SJ.Ich risks and upon such terms and conditions as 
the Corporation may determine: Provided, however, That such guar
anties on. other than loan i?vestments shall not exceed 75 per centum 
of such mvestment: Provided further, That except for loan invest
ment~ fc;>r credit unions made by eligible credit unions or credit union 
assoCiatl(~ns, the aggregate amo~nt of investment (exclusive of interest 
and earnmgs) so guaranteed w1th respect to any project shall not ex-
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ceed, at the time of issuance of any such gUaranty, 75 per centum of 
the total investment committed to any such project as determined by 
the Corporation, which determination shall be conclusive for purposes 
of the Corporation's authority to issue any such guaranty: Provided 
further, That not more than 10 per centum of the total face amount of 
investment guaranties which the Corporation is authorized to issue 
under this subsection shall be issued to a single investor. 

(c) DIRECT lNVESTl\IENT.-To make loans in United States dollars 
repayable in dollars or loans in foreign currencies (including, without 
regard to section 1415 of the Supplemental Appropriation Act, 1953, 
such foreign currencies which the Secretary of the Treasury may de
termine to be excess to the normal requirements of the United States 
and the Director of the Bureau of the Budget may allocate) to firms 
privately owned or of mixed private and public ownership upon such 
terms and conditions as the Corporation may determine. The Corpora
tion may not purchase or invest in any stock in any other corporation, 
except that it may (1) accept as evidence of indebtedness debt securi
ties convertible to stock, but such debt securities shall not be converted 
to stock while held by the Corporation, and (2) acquire stock through 
the enforcement bf any lien or pledge or otherwise to satisfy a previ
ously contracted iJ?-debtedness which would otherwise b~ in default, 
or as the ref?ult o£ any payment under any contract of msurance or 
guaranty. The Corporation shall dispose of any stock it may so acquire 
as soon as reasonably feasible under the circumstances then pertaining. 

No loans shall be made under this section to finance operations for 
mining or other extraction of any deposit of ore, oil, gas, or other 
mineral. · · · · 

(d) lNVES'rl\IENT ENOOURAGEMENT.-To initiate and support 
through financial participation, incentive grant, or otherwise, and on 
such terms and conditions as the Corporation may determine, the iden
tification, assessment, surveying and promotion of private investment 
op.Portunities, utilizing wherever feasible and effective the facilities of 
pnvate organizations or private investors: Provided, however, That 
the Corporation shall not finance surveys to ascertain the existence, 
location, extent or quality, or to determine the feasibility of under
taking operations for mining or other extraction, of any deposit of ore, 
oil; gas, or other mineral. In carrying out this authority, the Corpora
tion shall coordinate with such investment promotion activities as are 
carried out bv the Department of Commerce. 

(e) SnJCIAL AcTIVITIEs.-To administer and manage special proj
eets and programs, including programs of financial and advisory sup
port which provide private technical, professional, or managerial as
sistance in the development of human resources, skills, technology, 
capital savings and intermediate financial and investment institutions 
and cooperatives. The funds for these projects and programs may, with 
the Corporation's concurrence, be transferred to it for.such purposes 
under the authority of section 632(a) or from other sources, public 
or private. 

(f) OTHER lN:SURANCE FuNcTIONs.-

( 1) to make and carry out contracts of insurance or reinsurance, 
or agreements to associate or share risks, with insurance com
panies,financial institutions, any other penons, or groups thereof, 
and employing the same, where appropriate, as its agent, or act-
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ing as their agent, in the issuance and se1'1Jicing of insurance, the 
adjustment of claims, the exercise of subrogation rights, the ceding 
and accepting of reinsur_ance, and in any other matter incident to 
an insurance business; 

(93) to enter into pooling or other risk-sharing arrangements 
'with other national or multinational insurance or financing agen
cies or groups of such agencies; 

( 3) to hold an ownership interest. in any association or other 
entity established for the purposes of sharing risks under invest
ment insurance; and 

( 4) to issue, upon such terms and conditions as it may deter
mine, reinsurance of liabilities assumed by other insurers or 
groups the1·eof im respect of risks referred to in subsection (a) (1). 

The authority granted by paragraph (3)" may be exercised notwith
standing the prohibition under section 9334-(c) against the Corpora
tion purchasing or investing in any stock in any other corporation. 
The amount of reinsurance of liabilities under this title which the 
Corporation may issue shall not emceed $600,000,000 in any one year, 
and the amount of such reinsurance shall not in the aggregate emceed 
at any one time an amount equal to the amount authorized for the 
'/TI,(RJ}imum contingent liability outstanding at any one time under sec
tion 9335 (a) ( 1). A llreimurance issued by the Corporation under this 
subsection shall require that the reinsured party retain for his own 
account specified portions of liability, whether first loss or otherwise, 
and the Corporation shall endeavor to increase such specified portions 
to the maximum extent possible. 

SEc. 235. IssUING AuTHORITY, DIREcT INVESTMENT FuND AND 
REs;ERVES.-(a) (1) The maximum contingent liability outstanding 
at any one time pursuant to insurance issued under section 234(a) 
shall not. exceed $7,500,000,000. 

(2) The maximum contingent liability outstanding at any one time 
pursuant to guarant,ies issue.d under section 234(b) shall not exceed 
in the aggregate $750,000,000, of which guaranties of credit union 
investment shall not exceed $1,250,000: Provided, That the Corpora
tion shall not make any commitment to issue any guaranty which 
would result in a fractional reserve less than 25 per centum of the 
maximum contingent liability then outstanding against guaranties 
issued or commitments made pursuant to section 234(b) or similar 
predecessor guaranty authority. , 

( 3) The Congress, in considering the budget programs transmitted 
by the President for the Corporation, pursuant to section 104 of the 
Government Corporation Control Act, as amended, may limit the 
obligations and contingent liabilities to be undertaken under section 
234 (a) and (b) as well as the use of funds for operating and 
administrative expenses. 

( 4) The authority of section 234 (a) and (b) shall continue until 
December 31, [1974] 1977. 

(b) There shall be established a revolving fund, known as the 
Direct Investment Fund, to be held by the Corporation. Such fund 
shall consist initially of amounts made available under section 232, 
shall be available for the purposes authorized under section 234(c), 
shall be charged with realized losses and credited with realized gains 
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and shall be credited with such additional sums as may be transferred 
to it under the provisions o:f section 236. 

(c) There shall be established in the Treasury o:f the United States 
an insurance and guaranty fund, which shall have separate accounts 
to be know as the Insurance Reserve and the Guaranty Reserve, which 
reserves shall be available for discharge of liabilities, as provided in 
section 235 (d), until such time as all such liabilities have been dis
charged or have expired or until all such reserves have been expended 
in accordance with the provisions of this section. Such :fund shall be 
funded by: (1) the funds heretofore available to discharge liabilities 
under predecessor guaranty authority (including housing guaranty 
authonties), less both the amount made available for housing guar
anty programs pursuant to section 223 (b) and the amount made avail
able to the Corporation pursuant to section 234 (e) ; and ( 2) such 
sums as shall be appropriated pursuant to section 235(f) for such. 
purposes. The allocation of such funds to each such reserve shall be · 
determined by the Board after consultation with the Secretary of the 
Treasury. Additional amounts may thereafter be transferred to such . 
reserves pursuant to section 236. · 

(d) Any payments made to discharge liabilities under investment · 
insurance or reinsurance issued under section 234[(a)] or under simi
lar predecessor guaranty authority shall be J?aid first out of the In~ 
surance Reserve, as long as such reserve remams available, and there~ 
after out of funds made available pursuant to section 235(:f). Any · 
payments made to discharge liabilities under guaranties issued under 
section 234 (b) or under similar predecessor guaranty authority shall 
be paid fi~st out of the Guaranty Reserve as long as S!lch reserve re
mams available, and thereafter out of funds made available pursuant: 
to section 235 (f). . . 

(e) There is hereby authorized to be transferred to the Corporation 
at its call, for the purposes specified in section 236, all fees and other · 
revenues collected under predecessor guaranty authority ·from Decem- . 
her 31, 1968, available as o:f the date of such transfer. · 

(f) There [is hereby] are authorized to be appropriated to the Cor
poration, to remain available until expended, such amounts as may: 
be necessary from time to time to replenish or increase the insurance 
and guaranty [fund or to] fund, to discharge the liabmties under ' 
[insurance and] insurance, reinsurance, or guaranties issued by the 
Corporation or issued under predecessor guaranty authority, or to dis
charge obligations of the Corporation purchased by the Secretary of 
the Treasury pursuant to this subsection. However, no appropr"iations, · 
after appropriations for fiscal year 1975, shall be made to augment 
the Insumnce Reser1•e until the amount of funds in the Insurance · 
Reserve is less than $25,000,000. Any appropriations to augment the 
Insu,rance Resm•ve shall then only be made either pursuant to sperific. 
autho-rization enacted after the date of enactment of the Overseas 
Private In1•Pstment Corporation Amendments Act of 1.97.1,, or to sat
isfy the full faith and credit provision of section 237 (c). In order 
to discharge liabilities under investment insurance or reinsttrance, the 
Corporation is authorized to issue from time to time for purchase by 
the Secreta1'1J of the Treasury its notes, debentures, bonds, or other 
obligation.~; but the aggregate amount of such obligations outstand
ing at (Jffl,y one time shall not ewoeed $100,000,000. Any suoh obligation 
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.shall be repaid to the Treasury within one year after the date of i&sue 
of such. obligation. Any such obligation shall bear interest at a rote 

. d~te1·m~ned by the SeC1'etary of the Treasury, talciJng into considera

. t:on ~he m1-rrent average market yield on outstanding marketable ob
hgatzons of the United States of comparable' maturities during the 
month preceding the issuance of any obligation autlu:rrized by thiiJ 

. .subsection. The SeC1'etary of the Treasury shall purchase any obliga
tion of the Corporation issued under this subsection, and for such pur-· 
chase he may use as a public debt transaction the proceeds of the sale 
.of any securities is8ued under the Second Liberty Bond Act after the 
date of enactment of the Overseas Private Investment Corporation 
Amendments Act of 1971,. The purposes for which securities may be 
is.w,ed under such Bond Act shall include any such purchase. . 

SEc. 236. INCOME AND REvENUEs.-In order to carry out the pur
poses of the Corporation, all revenues and income transferred to or 
earned by the Corporation, from whatever source derived, shall be 
held by the Corporation and shall be available to carry out its pur
poses, including without limitation-

( a) payment of all expenses of the Corporation, including in
vestment promotion expenses; 

(b) transfers and additions to the insurance or guaranty re
serves, the Direct Investment Fund established pursuant to sec
tion 235, and such other funds or reserves as the Corporation may 
establish, at such time and in such amounts as the Board may 
determine; and 

(c) paymen't of dividends, on capital stock, which shall consist 
of and be paid from net earnings of the Corporation after pay
ments, transfers, and additions under subsections (a) and (b) 
hereof. 

SEc. 237. GENERAL PRoVIsioNs RELATING To INSURANCE AND GuAR
. ANTY PRooRAxs.-(a) Insurance [and guaranties], guaranties andre
in8urance issued under this title shall cover investment made in con

-nection with projects in any less developed friendly country or are& 
with the government of which the President of the United States has 
agreed to institute a program for insurance [or guaranties], gua'l'-

. anti.es, or reinsurance. · . · 
. (b) The Corf!oration shall determine that suitable arrangements 
: ~xist for protectmg the interest of the Corporation in connection with 
any insurance [or guaranty], guaranty, or reinsurance issued under 
this title, including arrangements concerning ownership, use, and dis

. position of the currency, credits, assets, or investments on account 
of which payment under such insurance [or guaranty], guaranty, or 

.t:einsurance is to be made, and any right, title, claim, or cause of action 
_-existing in connection therewith. 
. (c) All guaranties issued prior to July 1, 1956, all guaranties issued 
under sections 202 (b) and 413 (b) of the Mutual Security Act of 1954, 

' as amended, all guaranties heretofore issued pursuant to prior guar
anty authorities repealed by the· Foreign Assistance Act of 1969, and 

. all insurance, reinsurance, and guaranties issued pursuant to this title 

. shall constitute obligations, in accordance with the terms of such in
surance, reinsurance, or guaranties, of the United States of America 
,and the full faith and credit of the United States of America is hereby 
pledged for the full payment and performance of such obligations. 
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(d) Fees shall be charged for insurance, rein,surance, and guaranty 
coverage in amounts to be determined by the Corporation. In the event 
fees to be charged for investment insurance, reinBtJ,rance, or guaranties 
are reduced, fees to be paid under existing contracts for the same type 
of guaranties [or insurance], imurarwe, or reimurance and for similar 
guaranties issued under predecessor guaranty authority may be 
reduced. 

(e) No insurance [or guaranty], guaranty, or reimurance of any 
equity investment shall extend beyond twenty years from the date 
of issuance. 

(f) No insurance, reinsurance, or guaranty issued under this title 
shall exceed the dollar value, as of the date of the investment, of the 
investment made in the project with the approval of the Corporation 
plus interest, earnings or profits actually accrued on said investment 
to the extent provided by such insurance, rei1u;urance, or guaranty. 
Notwithsta1Uling the preceding sentence, the Corporation shall limit 
the amount of direct insurance and rei1u;urance issued by it under 
section 234 so that risk of loss as to at least 10 percent of the total 
investment of the insured and its affiliates in the project is borne by 
any person other than the Corporation on the date the imurance is 
issued. The preceding sentence shall not apply to any loan by an in
surance company, pension fund, or other imtitutional le1Uler, or to 
any investment by a small business. . 

(g) No payment may be made under any guaranty, imurance, or 
reinsurance issued pursuant·to this title for any loss arising out of 
fraud or misrepresentation for which the party seeking payment is 
responsible. 

(h) Insurance [or guaranties], guaranties, or reimurance of a loan 
or equity investment of an eligible investor in a foreign bank, finance 
company, or other credit institution shall extend only to such loan or 
equity investment and not to any individual loan or equity invest
ment made by such foreign bank, finance company, or other credit 
institution. 

( i) 9laims arising as .a result of insurance, reinsurance, or guaranty 
operatiOns under this title_ or under predecessor guaranty authority 
may be settled, and disputes arising as a result thereof may be arbi
trated with the consent of the parties, on such terms and conditions 
as the Corporation may determine. Payment made pursuant to any· 
such settlement, or as a result of an arbitration award, shall be final 
and conclusive notwithstanding any other provision of law. 

(j) Each guaranty contract executed by such officer or officers as 
may be designated by the Board shall be conclusively presumed to be 
issued in compliance with the requirements of this Act. 

(k) In making a determination to issue insurance, reimurance, or 
a guaranty under this title, the Corporation shall consider the pos
sible adverse effect of the dollar investment under such insurance, 
reimurance, or guaranty upon the balance of payments of the United 
States. 

SEc. 238. DEFINmoNs.-As used in this title-
( a) the term "investment" includes any contribution of funds, 

commodities, services, patents, processes, or techniques, in the 
form of (1) a loan or loans to an approved project, (2) the J?Ur
chase of a share of ownership in any such project, (3) partic1pa-
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tion in royalties, earnings, or profits of any such project, and ( 4) 
the furnishing of commodities or services pursuant to·a lease or 
other contract; 

(b) the term "expropriation" includes, but is not limited to, 
any abrogation, repudiation, or impairment by a foreign govern
ment of its own contract with an investor with resJ?ed to a 
project, where such abrogation, repudiation, or impairment ;is 
not caused by the investor's own fault or misconduct, and mate
rially adversely affects the continued operation of the project; 

(c) the term "eligible investor" means: ( 1) United States citizens; 
(2) corporations, partnersliips, or other associations including non
profit associations, created under the laws of the United States or any 
State or territory thereof and substantially beneficially owned by 
United States citizens; and ( 3) foreign corporations, partnerships, 
or other associations wholly owned by one or more such United States 
citizens,· corporations, partnerships, or other associations: Provided, 
hovJever, That the eligibility of such foreign corporation shall be de
termined without regard to any shares, in aggregate less than 5 per 
centum of the total issued and subscribed share capital, held by other 
than the United States owners: Provided further, That in the case of 
any loan investment a -final determination of eligibility may be made 
at the time the insurance or guaranty is issued; in all other cases, the 
investor must be eligible at the time a claim arises as well as at the time 
the insurance or ~aranty is issued; and . 

(d) the term 'predecessor guaranty authority" means prior guar
anty authorities (other than housing guaranty authorities) repealed 
by the Foreign Assistance Act of 1969, section 202(b) and 413(b) of 
the Mutual Security Act of 1954, as amended, and section 111 (b) ( 3) 
of the Economic Cooperation Act of 1948, as amended (exclusive of 
authority relating to in.formational media guaranties). . 

SEc. 239. GENERAL PnoVISIONS AND PowERs.-(a) The CorporatiOn 
shall have its principal office in the District of Columbia and shall be 
deemed, for purposes of venue in civil actions, to be resident thereof. 

(b)· The President shall transfer to the Corporation, at such time 
as he may determine, all obligations, assets and related rights and re
sponsibilities arising out of, or related to, predecessor programs and 
authorities similar to those provided for in section 234(a), (b), and 
(d). Until such transfer, the agency heretofore responsible for such 
predecessor programs shall continue to administer such assets and ob
ligations, and such programs and activities authorized under this title 
as may be determined by the President. · 

(c) The Corporation shall be subject to the applicable provisions of 
the Government Corporation Control Act, except as otherwise pro
vided in this title. 

(d) To carry out the purposes of this title, the Corporation is au
thorized to adopt and use a corporate seal, which shall be judiciallv 
noticed; to sue and be sued in its corporate name; to adopt, amend, 
and repeal bylaws governing the conduct of its business .and the per
formance of the powers and duties granted to or imposed upon it by 
law; to acquire, hold or dispose of, upon such terms and conditions as 
the Corporation may determine, any property, real, personal, or mixed, 
tangible or intangible, or any interest therein; to invest funds derived 
from fees and other revenues in obligations of the United States and 
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to use the proceeds therefrom, including earnings and profits, as it 
shall deem appropriate; to indemnify directors, officers, employees and 
agents of the Corporation for liabilities and expenses mcurred in 
connection with their Corporation activities; to require bonds of of
ficers, em(>loyees, and agents and pay the premiums therefor; not
withstandmg any other provision of law, to represent itself or to con
tract for representation in all legal and arbitral proceedings; to 
purchase, discount, rediscount, sell, and negotiate, 'with or without its 

. endorsement or guaranty, and guarantee notes, participation certifi
cates, and other evidence of indebtednesa (provided that the Corpora
tion shall not issue its own securities, except participation certificates 
for the purpose of carrying out section 231 (c)) ; to make and carry out 
.such contracts and agreements as are necessary and advisable in the 

· conduct of its business; to exercise the priority of the Government of 
the United States in collecting debts from bankrupt, insolvent, or 
decedents' estates; to· determine the character o:f and the necessity for 
its obligations and expenditures, and the manner in which they shall 

· be incurred, allowed, and paid, subject to provisions of law specifically 
applicable to Government coryorations; and to take such actions as 
may be necessary or appropnate to carry out the powers herein or 
hereafter specifically conferred upon it. · 

(e) The Auditor-General of the Agency for International Develop· 
ment (1) shall have the responsibility for planning and directing the 
execution of audits, reviews, investigations, and inspections of all 
phases of the Corporation's operations and activities and (2) shall 
eonduct all security activities of the Corporation relating to personnel 
and the control of classified material. With respect to his responsibil-

. ities under this subsection, the Auditor-General shall report to the 
Board. The agency primarily responsible for administering part I 
shall be reimbursed by the Corporation for all expenses incurred by 

: the Auditor-General in connection with his responsibilities under this 
· subsection. · 

(f) In order to further the purposes of the Corporation there shall 
· be established an Advisory Council to be composed of such representa
. tives of the American business community as may be selected by the 
Chairman of the Board. The President and the Board shall, from time 
to time, consult with such Council concerning the objectives of the 

· Corporation. Members of the Council shall receive no co.mpensation 
for their services but shall be entitled to reimbursement in accordance 
with section 5'7'03 of title 5 of the United States Code for travel and 

. other expenses incurred by them in the performance of their functions 
under this section. The Couneilsluill term~nate on December 31, 1977. 

(g) Except for the provisions of this title, no other provision of 
this or any other law shall be construed to prohibit the operation in 

. Yugoslavia or Romania of the programs authorized by this title, if the 
President determines that the operation of such program in such coun-
try is important to the national interest. · . 

(h) Within sire months after the date ofenactmentof the Overseas 
. Pnvate Investment Co-rporation Amendments Act of197J,, tM Cor
poration shall develop and implement specific crite,ria intended to 
min.imize the potential environmental implications. . of 'f!"Ojects under.. 
taken by investors abroad in accordance with any of the programs 

' authorized by this title. · 
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' · ( iY It i8 the i'fltiintion of BO'Ti;g.re&l''tluzt (m; or ·after December· 91, 
1979, the President slwuld tr(JjfjafeT; all prog'TYIImiJ wnder section ~94 (b) · 
through (c)· or se:cflion ~40, OITiii ·fill obligatiom, OJJaets,. ama· related· 
'flightf! and responsibilities a:rising lYUt of, or related to, IJUCh programs 
to any other agency of the united States. . . ' ' .. 
· (j) On OITIJi after December 31, 1979, all programs :authorized under 

section ~34 (b) through (e) or. section ~40 shall. be limited to countries' 
with a per capita income of $!,.50 .or less in 1973 United States dollars .. 

SEc. 240. AGRICULTURAL CREnrr AND SELF-HELP CoMMUNITY DEVEL
OPMENT PRoJECTS.- (a) ·n is the sense of the Cong~ess that in order to 
stimulate the participation of the private sector in the economic de
velopment of less· developed countries [in Latin America, the author
ity conferred by this section should be used to establish pilot programs 
in not more than five Latin American countries], the authority con-. 
ferred · by this section should be used to establish programs in such 
countries to encourage private banks, credit institutions, similar pri
vate lending organizations, cooperatives, and private nonprofit devel
opment organizations to make loans on reasonable terms to organized 
groups and individuals residing in a community for the purpose of 
enabling such groups and individuals to carry out agricultural credit 
and self-help community development projects for which they are un
able to obtain financial assistance on reasonable terms. Agricultural 
credit and assistance for self-help community development projects 
should include, but not be limited to, material and such projects as 
wells, pumps, farm machinery, improved seed, fertilizer, pesticides, 
vocational training, food industry development, nutrition projetcs, im
proved breeding stock for farm animals, sanitatjon facilities, and 
looms and other handicraft aids. 

(b) To carry out the purposes of subsection (a), the Corporation is 
authorized to issue guaranties, on such terms and conditions as it shall 
determine, to private lending· institutions, cooperatives, and private 
nonprofit development organizations in [not more than five Latin 
American] less developed countries assuring against loss of not to 
exceed [25] 50 per centum of the·portfolio of such loans made by any 
lender to organized groups or individuals residing in a community 
to enable such groups or individuals to carry out a.gricultural credit 
and self-help community development projects for which they are 
able to obtam financial assistance on reasonable terms. In no event 
shall the liability of the United States exceed 75 per centum of any 
one loan. · 

(c) The total face amount of guaranties issued under this section 
outstanding at any one time shall not exceed $15,000,000. Not more 
than 10 per centum of such sum shall be provided for any one institu
tion, cooperative, or organization. 

(d) The Inter-American Social Development Institute shall be 
consulted in developing criteria for making loans eligible for guar
anty coverage under this section. 

(e) The guaranty reserve established under section 235 (c) shall be 
available to make such payments as may be necessary to discharge lia
bilities under guaranties issued under this section. 

(f) Notwithstanding the liinitation contained in subsection (c) of 
this section, foreign currencies owned by the United States and de
termined by the Secretary o:f the Treasury to be excess to the needs 



of t~e tznitetf. ~tlltes m~y b~ utilize~, to~ ~a~ _out the pu~es ?f this 
sectmrl:; · m~lO:din~ the disclt1t~ ot habilit1es~ nmu'rred under' this sub
section; The attthority: ooh~rred &y this std)Sect:iOn shall be in addi
tion to authority c()nferred by any other proVision of law to imple-
ment guaranty programs utilizing' excess local currency. · 

(g) The Corporation shall, ori or before January 15, (1972) 1976, 
make a detailed report to the Congress on the results of the [pilot] 
programs established under section, together with such recommenda
tions as it may deem appropriate. 

(h) The authority of this section shall continue until December 31, 
[1974] 1977. . 

SEc. 240A. REPORTS To THE CoNGREss.-(a) After the end of each 
fiscal year, the Corporation shall submit to the Congress a complete 
and detailed report of its operations during such fiscal year. 

(b) Not later than.[March 1, 1974)January 1,1976, the Cor.Pora
tion shall submit to the Congress an analysis of the possibilities ·of 
transferring all for part] of its activities to private [United States 
citizens, corporations, or other associations] insur(lf(ICe companies, 
multilateral organizations or institutions, or other entities. 



DISSENTING VIEWS OF HON. CLEMENT J. ZABLOCKI 

Webster's defines an "anachronism" as "anything out of its proper 
historical time." This, in my view, characterizes OPIC today. 

I am opposed to H.R. 13973 and intend to vote against its passage. 
In 1969; when OPIC was removed from AID and created as a sepa

rate corporation, I opposed that move on the grounds that "OPIC 
would do little more than was already being done by the Office of 
Private Resources which operated the program within AID; OPIC 
would operate a:t COJ?Siderably inc~ased cost to the taxpayers without 
any correspondmg Improvement m program accomplishment or ad
ministration; and, through the corporate structure, would lessen con
gressional review and put the programs into the hands of a new breed 
of bureaucrats." 

Nothing has happened during the last five years which· would per
suade me to change those views. OPIC now has five vice presidents 
instead of three, and the ratio of chiefs to Indians, 1 :3, remains about 
the same. · 

OPIC's authorit(Y under the 1969 Act would have expired June 30, 
1974. This was extended under the Foreign Assistance Act of 1973 to 
December 31, 197 4, and would be further extended by H.R. 13973-
initially to December 31, 1977, and then, undoubtedly ad infinitum. 
· I would have supported an extension of OPIC's authority for one 
or two years if, at expiration, there would be complete termination of 
the U.S. Government subsidy of OPIC's programs. However, under 
the proposed bill, OPIC will continue to operate in the future along 
the same lines as in the past. The only demand placed on OPIC by 
H.R. 13973 is a "non-mandatory" requirement, with target dates of 
1~79-1980, ~h!J't it should m~ve as rapi.d~y as .PO~ble toward transfer
rmg the wntmg and managmg of political risk msurance contracts to 
private insurance companies. OPIC would continue beyond 1980 in 
the role of reinsurer of the private insurance companies writing politi
cal risk insurance. This, in effect; will k~ep the United States heavily 
involved and contingently liable for losses under OPIC-t(Ype pro
grams; only the mechanics of handling the policies would be changed. 

C. J. ZABLOCKI. 
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DISSENTING VIEWS OF HON .. 'LEO'J. RYAN 

· There are) in my judgment, .o:rily two viable legislative alternatiyes 
£or OPIG-,-,'the Congress can decline to extent the statutory authority~ 
a£ the agency past its present deadline, or curtail the present functions 
o£ OPIC and channel the agency into a course that will culminate with 
the ultimate takeover o£ the political risk insurance field by private· 
underwriters. · 

The first alternative has an immediate value· £or several reasons: 
It would reduce the level o£ temptation £or U.S. intrigue in the· 

affai:r:s o£ foreign countries in the name o£ protecting American busi~; 
ness interests, the most recent examples o£ which are Jamaica and · 
Chile. 

It would r.educe, by one agency, the level o£ confusion that presently' 
seems to exist among the various Federal agencies that have a direct or 
indirect effect on U.S. foreign policy. ' 

I£ there is a need £or the insurance role presently held by a quasi
public agency, then private und~rwriters will and should be encour
aged to pick up the void left by the abolishment o£ OPlC. . , 

It would allow the Congress to consider anew the nature and size o£ 
whatever is needed in the way o£ foreign aid to LDC's unencumbered 
by current Federal law. · 

The second alternative, while not as desirable, will accomplish the 
same goal in the long run. It should, however, incorporate provisions ' 
which will insure the achievement o£ several worthwhile objectives. 

A rededication by OPIC to the goal o£ encouraging development in 
LDC's and a reduction o£ the OPIC insurance role in countries that 
do not, by past or current standards, meet the qualification o£ an LDC. 
· It should direct OPIC to undertake a well defined program o£ posi~ 

tive .steps that will encourage s~all U.S. corporations that.mightb~i 
lacking the resources and expertise necessary to compete with larger. 
industries in the complex area o£ overseas development. This should be 
construed in such a manner that a limit is set o:ri the size o£ the entity ' 
to be insured. · 

Recognizing the sensitivity o£ a country to the removal o£ its natu- ·. 
ral resources, and the possible resentment caused by any foreign com
pany with an equity interest in the extraction process o£ that natural 
resource, OPIC should not insure any industry that holds a nonliqui
dating equity interest in any extractive activities in LDC's. 

Any new legislation should create an industrial incentive program 
that will encourage U.S. corporate activity and investment in LDC's. 
Such a program should underline the advantages o£ sound and respon
sible corporate management in a free enterprise system in the country 
where the corporations develop an interest. 

LEO J. RYAN. 
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'SUPPLEMENTAL VIEWS OF RON. PETER H., B. FRE- · 
LINGHUYSEN, HON. WILLIAM S. BROOMFIELD AND 

· HON. EDWARD J. DERvVINSKI . 

' We support the bill reported by the Committee to extend under 
revised mandates the operations of t4e Overseas Private Investment 
rCorpor~tioD:; With thi~ legislatiQn the-Cvngres_s is ta~ing ~.unusual 
step-dirootmg a pub he agen~y to try to turn Its main fu.t:t.et;IOn over 
to the private sector,. beginning with an experimental mixed public
private enterprise .. The agency concerned, OPIC, is itself unusual in 
that its _investment insurance. service has been earning substantial net 
income while making important oohtributions to our foreign develop
ment assistance efforts. This businesslike performance has made it 
possible to contemplate the experiment authorized by this legislation 
to transform the OPIC investment insurance program into a collabor
ative arrangement with private insurers. 

We are concerned, however, that the understandable focus of atten
tion on the unusual feature of this legislation may lead to a misinter
pretation of the intent of Congress. We believe it should be emphas
Ized that the Congress intends OPIC to continue to fulfill its purpose 
of effectively and selectively encouraging U.S. private enterprise to 
invest in mutually beneficial rrojects in the developing countries. 
Whatever the degree or form o private insurance company participa
tion in the OPIC investment insurance program, this purpose should 
not be sacrificed. 

In extending OPIC's authority, the bill recognizes that private in
vestment reduces the need of the developing countries for govern
ment-to-government foreign aid. Private skills, management and capi
tal invested in productive pro· stimulate growth of private and 
public income, create jobs, an increase a nation's capacity to meet 
its economic needs through trade. The bill adds new mandates to 
sharpen and intensify OPIC's role in ch~tnneling U.S. priYate invest
nwnt into countries and fields where it is most needed. 

The function of the investment insurance program is to encourage 
U.S. investment in countries and in fields where the risks peculiar to 
potentially unstable, developing societies-war, revolution, insurrec
tion, expropriation and currency inconvertibility-might otherwise 
deter a U.S. company from 'renturing. It is only by taking these risks 
that the OPIC insurance program can fulfill Its developmental pur
pose. Insurance risk-management should not be pressed to the ex
tr·eme of totally avoiding the very countries that most need the bene
fits of private investment. 

From this perspective, we strongly support the Committee's deci
sion to revoke the position it took in 1971 in opposition to OPIC's 
encouraging new U.S. private investment in the Indo-China countries. 
As peace is restored in South Vietnam, private investment--already 
resumed by the Japan~se with the support of their government's in-
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surance program--can accelerate the country's achievement of self
support. South Vietnam has great potential for economic progress, 
and the United States should assist in that development by encourag
ing private investment, which will reduce the need for direct U.S. 
government support. 

By prudently and selectively eneouragiil.g U.S. investment in these 
countries in accordance wjth th.e .Committee's guidelines a.s the evolv
ing situation there warrants, OPIC would be performing the ki;nd of 
service for which it was created. Through continuing oversight of 
OPIC's activities there by the legislative committees of the House and 
. ~.el}~t,e, trhere would be ample p~:otection again:st the conc~ns exp~ 
iu 1:9~1 by this qommittJile ~nd·early this y~ar by the Senate Fo,r/1\ign 
Relations Committee. 

" 0 

PETJ!JR H. B. FRELINGHuYSEN. 
WIL.LIA¥ s. BRQO!{FIELD. 
EDWARD J. DERWINBKI. 
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93D CoNilRESS 
~d S e!Jsion 

SENATE REPoRT 
No.'93-676 

THE OVERSEAS PRIVATE INVESTMENT CORPORATION 
AMENDMENTS ACT 

FEBRUABY 5, 1974.-0rdered to be printed 

Mr. CHURCH, from the Committee on Foreign Relations, 
submitted the following 

REPORT 
[To accompany S. 2957] 

The Committee on Foreign Relations, having had under considera
tion the matter of the Overseas Private Investment Corporation, re
ports an origin1tl bill (S. 2957), and recommends that the bill do pass 
without amendment. 

I. PURPOSE OF THE BILL 

This bill is desiWled to transfer to private insurance companies from 
the Overseas Private Investment Corporation (OPIC) the oppor
tunity to directly insure private investment in the less developed 
nations against three types of political risk-war, expropriation and 
inconvertibility of currency. The bill allows OPIG to work with 
private insurance companies and multilateral organizations snch as 
the World Bank in various ways which encourage them to assume the 
writing of political risk insurance. Within a seven year period, OPIC 
is regmred to withdraw from the business of directly writing political 
risk msurance and to assume a reinsurance role. 

The various direct finance programs currently administered by 
OPIC are shifted out of OPIC at the same time it stops directly 
writing political risk insurance. This is done with the belief that the 
direct finance programs are merely redundant of larger programs 
administered by AID or the international financial institutions. Also, 
as OPIC decreases its political risk insurance function it will become 
too small an entity to justify its continued administration of the direct 
finance programs. 
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II. COMMITIEE ACTION 

The bill was considered by the Subcommittee on Multinational 
Corporations on October 11, 1973, and ordered reported to the Com
mittee on Foreign Relations. The Committee on Foreign Relations 
considered it, with amendments, on December 11, '1973. 

Senator Javits proposed two amendments to the bill as reported 
by the Subcommittee. He proposed that Section 2 of the bill be 
amended so that failure by OPIC to obtain 2·5 per centum outside 
participation in the direct writing of expropriation and inconverti
bility insurance would not result in an interruption of OPIC's author
ity to write insurance. He also proposed that Section 2 of the bill be 
amended so that failure by OPIC to obtain 121;2 per centum of out
side participation in the direct writing of war risk insurance would 
!J.Ot result in an interruption of OPIC's authority to write such 
Insurance. 

Both amendments were rejected by a vote of 6 yeas to '10 nays. 
Voting yea were Senators McGee, Humphrey, Aiken, Javits, Scott, 
and Griffin. Voting nay were Senators Fulbright, Mansfield, Church, 
Symington, Pell, Muskie, McGovern, Case, Pearson, and ·Percy. 

The Committee voted nine yeas to seven nays to report the bill as re
ported by the Subcommittee on Multinational Corporations without 
amendment. 

Senators Fulbright, Mansfield, Church, Symington, Pell, Muskie, 
McGovern, Pearson, and Percy voted yea. Senators McGee, Humphrey, 
Aiken, Case, Javits, Scott, and Griffin voted nay. 
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III. SECTION.-BY~SECTION ANALYSIS OF THE OVER~ 
SEAS PRIVATE INVESTMENT CORPORATION AMEND
MENTS Aor 

GENERAL PURPOSE STATEMENT 

The Overseas Private Investment Corporation Amendments Act 
consists entirely of amendments to Title IV of part I of the Foreign 
Assistance Act as amended. 

The purpose of this legislt1ttion is to provide a transition period of 
approximately six years durin~ which the Overseas Private Invest~ 
ment Corporation will phase out of direct issuance of political risk 
insuTanoo and assume solely the role of reinsurer. The trnnsition p~riod 
is designed to allow the private insurance industry and/or multilat
eral organizations to gain the necessary experience to offer insurance 
programs for this type of risk. The legisllttion requires bhat ·whether 
or not private insurance com~nies and. multilateral organizations and 
institutions offer to write a large amount of political risk insurance, 
OPIC must stop directly writing war risk insurance by December 31, 
1980, and expropri~tion and inconvertibility insurance by Decem
ber 31, 1979. Due to the size of the face value of the insurance expected 
to be issued and the limited av·a.ilability of insu:mnce resources at this 
point in time, it is the intent of this legislation to have the United 
Strutes government continue after 1980 as a reinsurer for cats.strophic 
loss. Congress in the future may wish to examine whether to continue 
this role as reinsurer under future circumstances. 

The bill amends Title IV of part I of the Foreign Assistance Act of 
1961 as follows: 
Seation 2.(1).(A) 

Section (1) (A) of the bill amends the first sentence of Section 231 
of Title IV. The word "development" is substituted for the word 
"progress" to emphasize the Congressional desire that OPIC insured 
projects create jobs and services or products which benefit the poorest 
60% of the pop~lation of the countries in which the projects are placed. 
Section 2.(1) (B) 

Section (1) (B) amends Section 231(a) of Title IV instructing OPIC 
to conduct its insurance and reinsurance operations, as well as its 
financing operations, on a self-sustaining basis. 
Section 2.(1) (0) 

Section (1) (C) strikes out Section 231(b) of Title IV relating to 
OPIC's use of private credit institutions. This section becomes un
necessary in light of the bill's req,nirement that the insurance. be 
issued in consortium with private msurance companies and multi
lateral organizations. 

(ll) . 
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Section 93(1) (D) 
Section ( 1) (D) makes technical amendments to Section 231 (d) of 

Title IV to make it consistent with other changes. 
Section 93(1) (E) 

Section (1) (E) amends Section 23l(i) of Title IV. It requires that 
OPIC give very strong weight in its decisions whether or not to issue 
insurance to the consideration of whether the insured project will have 
a detrimental impact on United States employment. · 
Section 93(93)'(A) 

This section amends the caption of Section 234 of Title IV to 
emphasize the central importance of OPIC's insurance programs. 
Section 93(93) (B) 

This section amends the entire Section 234 of Title IV as follows : ' 
(a) Section9334(a) (1) of Title IV 

This paragraph makes only stylistic changes. 
· (b) Section9334(a) (93) 

This paragraph allows OPIC to join in an insurance writing coil
sortium with multinational institutions or organizations or with for
eign governments to jointly issue insurance against inconvertibility, 
expropriation and war risks. However, the maximum share of lia
bilities assumed by the Corporation shall not exceed the Corporation's 
proportional share as specified in subsection 234(a) (4) and (5). 

(c) Section9334(a) (#)and (5) 
These paragraphs pha8e OPIC out of the business of writing direct 

insurance. The legislation is written to allow OPIC to assume a de
clining percentage of the new insurance which is written rather than 
requirmg OPIC to immediately completely withdraw from its role of 
original msurer. This is meant to give OPIC flexibility in negotiat
ing an agreement with the J.>rivate insurance companies and multi-
lateral organizations or institutions. . 

These paragraphs provide a sliding scale in which OPIC, beginning 
in 1975, must share its direct writing of insurance with private insur
ance companies or multilateral institutions. Failure to achieve the 
25% reqmrement contained in Section 234(a) (4) (A) for expropria
tion and inconvertibility insurance or the 121h% requirement for 
private or multilateral participation in war risk insurance contained 
in 234(a) (5) (A) will result under Section 2(3) (A) of this bill in 
interruption of OPIC's authority to issue that type of insurance for 
which the quota has not been met. 

The formula used in these paragraphs assures that no political risk 
insurance will be written by OPIC in countries where private insur
ance companies are unwilling to issue some insurance. Thus, the United 
States Treasury will be safeguarded and OPIC will be forced to con
form to the risk spreading decisions of private insurance companies and 
multilateral organizations. 
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The.Committee has concluded that it is its firm intent that the U.S. 
Government discontinue directly writing insurance policies, through 
OPIG or any other U.S. Government entity or quasi-Government 
entity, to cover the risks of expropriation and inconvertibility by 
December .S1, 1979, and for war risks by December '31, 1980, as set forth 
in section 234(a) of the legislation. The Committee adheres to this 
conclusion even if it is not feasible for the private insurance ()Om· 

panies to assume 100 percent ohhe direct writing of political risk in
SU:rance. The Committee further considers it desirable that private in
surance companies undertake to issue such insurance in the future. · 
The Committee, however, is not unmindful of the difficulties in
volved in achieving a phase out of the Government's role in directly 
writing political risk insurance. Thus, while evidencing its determina
tion that the U.S. Government role in directl:r. writing investment 
guarantee insurance-expropriation, inconvertibility, war risk-:-'be 
finally terminated, the Committee has in mind the possible need in 
the future for some reasonable minimal extension of time to conclude 
the U.S. Government's role in directly writing political risk insurance. 

The term coinsurer shall mean participation of OPIG with J?rivate 
insurance companies and multilateral institutions or organizations in 
which OPIC agrees to insure a percentage of the risk on a specific 
contract and the other insurers agree to accept the remainder. As a 
coinsurer OPIC is directly liable to the insured investor for OPIC's 
share of the insurance contract. 

(d) S eation 1J94 (a). ( 6) 
This paragraph allows OPIC to adjust for the reality that the pri

vate insurance companies, at this time, are unwilling to write long
term political risk insurance contracts, but will write short-term 
contracts with an optional renewal clause. Where private insurance 
companies write a short-term policy with a renewal clause, OPIC may, 
until January 1, 1981, guarantee the insured that it will take over the 
contract if the private insurance companies fail to renew their con
tract. OPIC may only enter into such an agreement if it receives a per
centage of the insurance premium commensurate with the risk it 
accepts. OPIC may not guarantee policies written after January 1, 
1981. 

(e) Seetion 1J94( a) (?') 
This paragraph allows OPIC to reinsure the private insurance com

panies against a global loss. This paragraph requires that re
msured parties absorb, in each year in which they make reinsurance 
claims against OPIC, a, deductible of at least 'fiO% of the value 
of the reinsurance the party or parties m&king the claim have 
outstanding in the country in which it (they) has the most reinsur
ance. A meaningful deductible such as the one provided in this 
section is necessary in order to prevent OPIC from merely using 
the private insurance companies as salesmen with OP:IC picking 
up all significant losses through its reinsur&nce. It is also neces
sary to have a reinsurance formula which gives the private com-
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panies an incentive to spread their insurance quite eveJtly throughout 
the less developed world. This formula accomplishes 1Joth goals by 
tying the deductible to the amount of ip.surance a private i:hsurance 
C?m~any writes in that country in which it writes the most political 
nsk msunmce. The term. reinsurance shall mean a contract between 
OPIC and a primary insurer or group of insure:rs whereby OPIC 
agrees to insure the ·private companies for a loss in any one year 
greater than their deduct~ble. The Oo11p0ration sl!all be a~le to t8sue 
$600,000,000 of reinsurance in the first year of this legislation and 
$600,000,000 each year thereafter on a cumulative basis to an overall 
limit of $12,000,000,000. 

(f) Section ~34(a) (8) 
Managern. ent of the political risk in. s. ur.ance .. · prograiiJ.S. aha.· ll pass to 

thnse. eittities which write the insurance. After .uecemher 31, 1980, 
OPI:C shall continue to act as a reinsurer, and to manage the o"Q:tstand
i!lg dil'e(rt. insuranee portfolio it has on December 31, 1!}80. 

(g) Section 834-(a) (9) 
This paragraph defines '~new policies" for the furposes of Section 

234( a). It is not meant to apply to minor technica corrections such as 
typing or numbering corrections. · · · 

(h) Section e34(a) (10) 
This paragraph authorizes OPIC to enter into Vll-rious cpinsurance 

and reinsurance arrangements with private insu111nce C()mpanies and 
other entitiflS. This subsection should be read in conjunction with sub
sections 234(a) (2), (a) ( 4 ), (a) ( 5), and (a) (8). 
Section ~(3) (A) 

This section amends Section 235(,a) (4) of Title IV. If the Corpora
tion :fails to achieve the requirements specified in paragraphs 234( a) 
( 4) (A) or 234 (a) ( 5) (A), this subsection requires that it cease issuing 
new insurance poliCies on these types of political risk insurance for 
which the percentage specified has not been reached. Once the per
centages are reached, the Corporation may resume issuing new in
surance policies of the types defined in paragraphs 234 (a) ( 1) (A) and 
(B) through December 31, 1979, and of the type specified in Section 
234 (a) ( 1) (C) through December 31, 1980. 
Section ~(3) (B) 

This section establishes that the order of payments in discharging 
liabilities under investment reinsurance will be the same as that under 
investment insurance as specified in Section 235( d) o:f Title IV. 
Section ;e ( 3) ( 0) 

This section amends Section 235 (f) of Title IV to specifically limit 
· the instances in which the Corporation may seek additional appropria

tions for its Insurance Reserve to those instances in which the Insur
ance Reserve is at a level below $25 million. Any appropriation can: then 
only be made with either specific authorization by the Congress or to 
satisfy the full faith and credit provision of subsection 237 (c). A 
borrowing provision has been added to allow the Corporation to 
quickly cover valid claims during pending appropriation requests. 



9 

Sections ~ (4) (A) thr~FUgh (4) (E) 
Make technical amendments in Sections 237 (a) through 237 (e) so 

as to apply to reinsurance as well as insurance and guaranties. This 
is in accordance with the thrust of this bill which moves OPIC into a 
reinsurance role. 
Section ~(4) (F) 

This section amends Section 237 (f) of Title IV so that retained 
interest, earnings or profit can be insured only if these are reinvested 
in the insured project. 

The deductible is specified in order to make the investing oompany 
share the polidool risk of the investment, thereby influencing the com
pany to invest in ways which will be acceptable in the ·long run to the 
Less Developed Cotm.try. 
Section~ (4) (G) through (4) (J) · 

Make technical amendments in Section 237(g) through 237(i) and 
237(k) so as to apply to reinsurance as well as insurance and guaran
ties. This is in accordance with the thrust of this biH which moves 
OPIC into a reinsurance role. 
Section ~(5) (A) 

This section amends Section 239(b) of Title IV. It requires that 
the Corporation cease operating its direct finance and loan guarantee 
programs including the AgriclJ.ltul'!a:l Credit and Self-Help Commu
nity Development Projects (all programs specified by Section 234 (b) 
through (e) and Section 240 of Title IV), on December 31, 1979. On 
that date or thereafter the President may transfer these programs and 
all obligations, assets, and related rights .am.d respons.i!bilities into AI!D 
or some other agency. However, after Decamber 31, 1979, these pro
~vams shaH be funited to countries with $450 or less of per cwpita. 
mcome in 1973 doUars. 
Section ~(5) (B) 

This section strikes out subsection (g) of Section 239 of Title IV · 
which authorized OPIC to conduct Its programs for projects in 
Yugoslavia and Rumania. This is done in the belief that the United 
States· Government should not insure against political risk in Com
munist countries. 
Section ~(6) 

This section strikes subsection 240 (h) as unnecessary in light of 
( 5) (A) of this bill which extends the authorization for Agricultural 
Credit and Self-Help Community Development Projects until Decem
ber 31, 1979. 
Section ~ (7) 

This section amends Section 240A(b) relating to reports to Con
gress. 1t requires that no ~later than January 1, 1976, ·the Corpomtion 
must submit to Con~ress a report which will focus on the feasibility of 
transferring the remsurance function of ,the Corporation oo pri.VD!te 
insumnee oompan•ies, multilQteral organiz9!tions and institutions, or 
other entities. It is tihe desire of the Committee ·that the reinsurance 
function 'be transferred as soon as p~le. 



IV. BACKGROUND AND ANALYSIS 

A. INTRODUCTION 

The Overseas Private Investment Corporation (OPJC) primarily 
administers a program of investment guarantees which insure United 
States corporations investing abroad in the developing countries 
against the risks of (a) inconvertibility, (b) expropriation, and 
(c) war. Since the Marshall Plan, authorization for the investment 
guarantee program has been incorporated as a part of the legislation 
authorizing :foreign assistance. Until1969, the program was adminis
tered by those agencies responsible :for the Foreign Aid Program, most 
recently the Agency for International Development (AID). 

The legislation authorizing the establishment of OPIC as an agency 
separate :from AID was first proposed in 1969, but was not reported 
by the Senate Foreign Relations Committee. Nonetheless, an amend
ment to the Foreign Assistance Act was proposed on the floor by Sen
ator Javits and following a brief debate was adopted by the Senate 
in Dooember 1969. Until the recent hearings of the Senate Foreign 
Relations Subcommittee on Multinational Corporations, neither the 
AID investment guarantee programs nor OPIC had ever been subject 
to open Senate hearings. - . 

The original mandate of OPIC was limited to five years, and it wal!l 
the intentiOn of Congress that the program's structure and perform
ance should come under periodic, review. During the floor debate 
on the OPIC legislation, Senator Aiken stated that: "I am willing to 
give the Overseas Private Investment Corporation a tryout, and see 
what comes of it. We will undoubtedly review it next year, anyway . 
. . . " Because OPIC has submitted a request that its present author
ization be extended) and, in addition, has asked for a $72 million sup
plemental appropriation, the Foreign Relations Committee decided 
to initiate hearings to determine whether or not OPIC is carrying ou~; 
its mandate as envisioned by Congress, and to examine the program 
in terms of United States political and economic relations with the 
less developed countries. 

. The Subcommittee on Multinational Corporations was designated to 
conduct these hearings booause OPIC is a government agency used 
primarily by the multinational corporations. Seventy-nine percent of 
all OPIC issued insurance rwas provided to corpomtions on the ,Fortune 
magazine lists of the largest 500 corporations and the 50 largest banks. 

The Subcommittee held six days of hearings and heard 42 witnesses. 
It received statements from individuals who did not appear personally 
to testify before the Subcommittee, as well as additional material sub
mitted by several witnesses who did testify. This report is based upon 
the testimony and supplementary material received in the course of 
the hearings. 

(11) 
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On December 11, '1973 the Senate Foreign Relations Committee 
approved the bill recommended by the Subcommittee on Multinational 
Corporations. 

B. BACKGROUND OF THE lNVRSTMENT GuARANTEE PROGRAM 

The investment guarantee program, from its inception, has been 
associated with the foreign policy objeetives of the United States. 
The program originated as a part of the Economic Cooperation Act 
of 1948 whose purpose was ''to promote world peace and the general 
welfare, national interests, and foreign policy of the United States 
through economic

1 
financial, and other measures necessary to the main

tenance of conditiOns abroad in which free institutions may survive 
and consistent with the maintenance of the strength and stability of 
the United States." 

The United States emerged from the Second World War as the 
preeminent economic power of the world. The heavy infusion of gov
ernment spending and capital investment during the war period suc
cessfully extricated the national economy from the depression of the 
1930's. in the decade 193'8-1948, the U.S. GNP had nearly tripled while 
its exports had quadrupled. Of all of the major industrial powers of 
the pre-World War U period, only the United States survived the 
war with its industrial plant intact and its productive capacity greatly 
expanded. 

The immediate post-World War II period generated a number of 
significant policy issues. Two of these had a very direct impact on the 
formation of the guarantee program. First, there was concern over the 
health of the American economy. It was feared that with the end of 
the war there would be a sharp drop in demand which would result in 
a severe recession or depression. Second, there was a deep concern over 
the development of stable governments in the war-ravaged countries 
of Europe. This second concern wa!l significantly heightened as Soviet 
intentions of domination in Europe became apparent. Communism was 
seen as a monolithic movement antithetical to U.S. institutions and 

· values. 
The operational policy that attempted to alleviate some of the eco

nomic problems facing the U.S. economy and at the same time con
tribute to the development of stable governments in Western Europe 
was the Marshall Plan. The underlying rationale of the Marshall Plan 
was that growing and expanding economies raised the probability 
that stable governments would evolve. A growing economy provides 
expanded resources for government operations as well as lowering 
political dissatisfaction among the population. This accelerated eco
nomic growth was to be accomplished by a massive capital infusion 
into Europe to replace cayital destroyed during the war. 

This infusion of .capita gqods was to be supplied by the United 
States thereby helprng to hold up the post war demand level in the 
U.S. domestic economy. In the longer run the rebirth of the economies 
of Europe and Japan also held the prospect for a greater expansion of 
world trade. The development of world trade and a financial systPm 
to support it were part of the longer run recovery process in Europe 
and .Japan. The percentage of GNP entering into trade in Europe and 
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Japan is two to four times higher than the U.S. percentage. In terms 
of volume, though, trade was still of economic importance to the . 
United States. 

The motivations of the United States in establishing the Marshall 
Plan and the U.S. post-'World War II policy in Europe and Asia are 
still being argued. It is enough for our purposes here to record that the 
United St~;ttes undertook a major program-economic, political, and 
military-designed to aid the U.S. economy in its transition to peace
time production and forestall any plans by the Soviet Union to directly 
or indirectly absorb the countries of 'Vestern Europe. One of the 
centerpieces of this strategy was the Marshall Plan of which the 
guarantee was a part. The guarantee program consequently arose as 
an adjunct to the European economic recovery program and, as such, 
was an intimate, if minor, part of the overall U.S. strategy for the 
post-World War II period. 

1. THE PRE-OPIC PROGRAM 

The initial program was modest in scope and only guaranteed equity 
convertibility; only 12 firms applied in its first year. The coverage of 
the guarantee program was gradually expanded. In 1949, the definition 
of eligible investment was broadened to include expansion, moderniza
tion, or development of existing enterprises. In 1950, the guarantee was 
extended to loss through expropriation or confiscation. 

In 1951, the gufl,rantee program was revised and attached to the 
Mutual Securities Act of that year. 1953 saw the program transferred 
again to the new Foreign Operations Administration. With only 53 
contracts for convertibility guarantees written totaling $39.6 million, 
with expropriation guarantees totaling only $1.6 million, and applica
tions pending totaling a mere $69.2 million, the program was still little 
used and narrowly concentrated. Insu,rance had hElen written for proj
ects in 17 countries, 13 of them in Europe. 

In 1956, a major shift in administrative responsibility occurred 
when the Mutual Security Program was divided between the Depart
ment of State and the Department of· Defense. The guarantee pro
gram was moved to the International Cooperation Administration in 
the Department of State. Coverage was broadened to include losses 
"bv reason of war." 

Throughout the 1950's there was a growing; concern in the United 
States with communist subversion in the less developed countries. This 
concern began with Korea and was spurred by the British experience 
in Malaya and the French Indochina War. Also during this period 
the success of the Marshall Plan in rebuilding Europe became ap
parent. A logical association was made. What had been successful in 
Europe could be transferred to the less develooed countries. This 
reasoning is reflected in the concern of the Foreign Relations Com
mittee in 1959 that of the $400 million in guarantees issued prior to 
1959, $321 million had been investments in Western Europe. The 
Committee decided to redirect the program by limiting the guaran
tees solely to less developed countries. 

This amendment coincided with a broad trend in other U.S. pro
grams involving the less developed countries. The foreign economic 

S.R. &76--3 
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assistance program to lesser developed nations was transformed from 
a relatively modest technical assistance effort during the 1950's into 
a massive capital. transfer program in the 1960's. During the 1960's 
the guarantee program itself was used much more aggressively as a 
private capital transfer program and was seen as complementing the 
flow of pu,blic capital into the less developed countries. Between 1961 
and 1969, for example, expropriation guarantees issued by the Agency 
for International Development amounted to $4.8 billion. In summary, 
the guarantee J?rogram in the 1960's was conceived as a logical corol
lary to the capital assistance programs administered by AID and the 
multilateral lending institutions-the IBRD and the regional devel
opment banks. It was used to guarantee the movement of large amounts 
of private capital into less developed COlUl.tries under the belief that 
this capital served a public end and would not have moved without 
the existence of the guarantees. 

2. DISILLUSIONMENT WITH FOREIGN AID 

During the decade of the 1960's, for a number of reasons, there was 
a growing disillusio!unent with foreign aid. The decade began with 
Congress transferring a conceptual Marshall Plan to the less developed 
countries and ended with the Administration fighting to sustain the 
program in a reduced form. This report, the associated legislation and 
the hearings conducted in relation to those documents are part of the 
continuing review of the multitude of programs growing out of the 
aid efforts in the 1950's and 1960's. 

As in the European "experiment," the main thrust of the program 
for less developed countries was the expansion of GNP, the promotion 
of economic growth. The fallacy of the program, which became appar
ent over the 1960's, was that the less developed countries needed 
more than capital to expand economic output. Europe was an indus
trial society in place with the crucial element of capital missing. The 
less develo~ countries at best had small islands of industrialization 
amidst agricultural sectors dominated by a few exports and subsistence 
farming. 

There was no trained labor pool, no adequate powe-r supplies, no 
transportation infrastructure, no large markets, no extensive credit or 
banking system, no effective marketing systems, etc. A lot more was 
needed than capital. In fact it was soon realized that these countries 
had a limit on how much capital they could absorb in any given time 
period. Careful planning and selective investments were needed plus 
a social reorientation of the society to urbanjindustriallife. 
. What was needed in these societies was not just economic growth but 
economic development. The entire matrix of the social and institu
tional structures had to be reworked. This was not a project of years; 
it was a project of decades. It became obvious that immediate economic 
expansion on the European example was not going to be possible. 

It was also realized that the objective of stability would be illusive. 
While economic growth in an industrial society is a stabilizing influ
ence, economic development in a pre-industrial society is a destabiliz
ing influence. Old social norms are broken down by urban life.. More 
wealth raises problems of distribution. The status quo and the ruling 
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elite are challenged. Education causes a rise in the expectations of the 
populace. Social unrest spreads when these expectations are not ful
filled. Strong tendencies develop for the imposition of authoritarian 
political structures. Unfortunately, in many instances where stability 
was achieved it was done at the cost of more democratic political 
institutions. 

During the 1960's many of the assumptions upon which foreign aid 
was <postulated initially were cast in doubt. The Sino-Soviet split 
altered the U.S. perception that the Communist bloc was monolithic 
in nature. The general success of the U.S. containment policy plus the 
growing nationalism in the less developed countries dispelled the 
belief that Communism was inexorably expanding. The Vietnam War 
led to the realization that U.S. resources were limited and that aid 
commitments could be the first step in costly involvements in areas of 
limited U.S. national interest. 

Finally, from the mid 1960's until present, the Congress has been 
faced with increasing demands for domestic programing. Many of 
these problems-poverty, education, housing, urban renewal, health 
care-are economic development issues in this country. With the issue 
of Communist subversion declining and severe doubts about the valid
ity and in some cases the efficacy of foreign aid, Con~ress has been 
hesitant to fund the foreign aid ·progrwrn in the quantities requested 
bv the Administration. 
· Supporters of the guarantee program suggest that the genius of the 

program is that by using private capital it furthers economic develop
ment while not causing budgetary outlays. The Subcommittee there
fore was especially interested in analyzing the program in light of this 
assertion. Does the program promote investment abroad 9 Does the 
investment abroad promote economic development in the broad defi
nition of social change and economic growth~ Are there direct or 
indirect economic and political costs to the United States inherent in 
the program t These are the issues primarily addressed in this Report. 

3. BRIEF DESCRIPTION OF OPIC's PRESENT PROGRAM 1 

OPIC's present programing can be divided into two major cate
gories: political risk insurance (by far the largest part of OPIC's 
operation) and development financmg. The political risk insurance is 
divided into three categories: inconvertibility, expropriation, and war 
damage insurance. The inconvertibility portfolio consists of $3 billion 
in current liabilities. This coverage does not protect against devalua· 
tion losses by the investor. OPIC guarantees that the investor wiU 
receive dollars if the central bank of the host country refuses to trans
fer locally held funds. During the 25-y~ar history of the programr 
investors have paid $39 million for this coverage and $1,722,000 in 
claims have been paid. The U.S. Treasury ultimately has secured 
dollars for all of these claims. · 

The war, revolution and i,nsurrection portfolio totals roughly $2.8 
billion in current coverage. Claims have been paid in consequence 

1 The dollar figures quoted in this section were provided largely by David A. Hartqolst, 
Assistant ta the President of OPIC. 
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of the Middle East Six Day War and the India-Pakistan War . 
. For the past 20 years the program has operated at a profit. Total 
}Jremiums have been $56 million, while pay outs have amounted to 
.only $623,000. 

The expropriation portfolio has a current exposure of $3.3 billion. 
OPIC has reinsured with Lloyd's of London some $400 million. 
The current arrangement is that Lloyd's takes 40 percent of OPIC's 
exposure in 80 percent of the countries in which OPIC writes insur..: 
ance and a lesser amount in all other OPIC-covered countries except 
Chile, with a stop-loss provision in any given country of $16 million 
and a global stop loss of $48 million. Over the 25 year history of the 
expropriation program, investors have paid in $85 million, while net 
exJ.>ropriation claim payments thus far paid out amount to about $28.1 
million. While OPIC has only around $142 million in reserves to cover 
all of its insurance programs, approximately $369 million in expropri
a;tion claims remain outstanding, leaving a possible deficit in excess of 
$200 million. 

The overwhelming bulk of OPIC's business is in insuring invest
_ments. The development financing aspects of OPIC are a smaller part 
of the organization's programing. There are three sub-programs in 
this area. 

Under the program of guaranteed development loans for U.S. lend
ing, OPIC has authority to guarantee $150 million in loans but is 
restricted by httving to hold 25 percent reserves. At present its re
serves are at $75 million making the ceiling of the progrttm $300 
million. Guarantee fee income has totaled $7.8 million from the incep-
tion of the pro~m. Losses associated with three commercial failures 
totaled $12.7 mlllion. The portfolio now consists of 23 projects total
ing $200 million. 

Diroot lending to private U.S. corporations is the second develop
ment financing area. At th~ in~eption of orr.c in 1969, th.is program 
was to have had an authonzation of $20 mllllon a year for a total of 
$100 million over five years. So little of the money has been lent that 
the ceiling has not been expanded beyond $40 million. CuiTently, ten 
proiects are being financed with a loan balance of $17.7 million. Inter
est 'income has amounted to $607,399. 

Finally. OPIC administers a Cooley loan program from P.L. 480 
receipts.· The Cooley loan fund provides loans in domestic currency 
to U.S. corporations dealing in excess currency nations. Because P.L. 
480 agreements now usually require that the food shipments be paid 
for in dollars rather tllan local currencies, this pr<;>gram is drying up. 

The major justification for OPIC's existence, however, is the ad
ministration of the investment insurance program, particularly the 
guarantee against expropriation. The hearin~, therefore, concen
-trated on this aspect of OPIC's operations, although material sub
mitted in the course of the hearings dealt with the other aspects, as well. 

D. DoES THE INVESTMENT GuARANTF..E PROGRAM AssisT EcoNoMic 
DEVELOPMENT IN THE LDC's ~ 

The basic rationale for including the Overseas Private Investment 
'Corporation in the Foreign Assistance Act was that it would help pro
;mote the development of Third World countries friendly to the United 
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States. This argument rests on two premises: (i) the investment guar
antee program is an incentive to direct corporate investment in the 
poorer countries; ( ii) such investment is beneficial to the economic 
development of these countries. There is lively disagreement with 
respect to both premises. 

1. DOES THE GUARANTY PROGRAM CONSTITUTE A SIGNIFICANT INCENTIVE 

TO CORPORATE INVESTMENT ABROAD? 

In testimony before the Subcommittee on Multinational Corpora
tions it was acknowledged by OPIC's advocates that the insurance 
program was probably not a decisive consideration in cor·porate deci
sions to invest overseas. This conclusion was stated by Richard 
Conlon, ·Vice President and Washington representative of Business 
International, a group which has among its membership many multi
national corporations. Herbert Salzman, Executive Vice President 
of OPIC, acknowledged that corporate decisions with respect to over
seas investment were made in the first instance, irrespective of the 
availability of investment insurance guarantees. Indeed, OPIC does 
not even ask whether the investment would proceed without the issu
ance of the guarantees. 

Most OPIC insured investment would probably have occurred even 
without the OPIC insurance. William P. Meehan, Assistant Treasurer 
of Motorola, Incorporated, testified that his company's investments 
in LDC's would continue without OPIC-type insurance coverage. 
Paul F. Oreffice, Financial Vice President of Dow Chemical, called 
OPIC an "important factor" in Dow's decisions whether and when 
to invest in LDC's, but also indicated that Dow would often invest 
if such insuranee were not available. This testimony is backed by a 
1971 study done by Business International at OPIC's request ( Corpo
rate Policy on Investment Insurance, New York, 1971) which found 
that over half of OPIC's customers said that political risk insurance 
would not be a necessary condition for future investments. · 

Even more revealing is the fact that 77 percent of the United States 
direct investment in LDC's in 1971 was not covered by OPIC, while 
only seven percent was not covered in 1968.2 · 

Accordingly, it is clear that OPIC currently has only a mar¢nal 
effect on fostering new investment when compared to aggregate U.S. 
investment in the LDC's. Moreover, it has failed to spread private 
investment throughout the "Third World." OPIC insured investment 
has been concentrated in only a few LDC's. Seventy-five percent of 
OPIC insured investment has gone to seven. countries, and nearly 50 
percent to only three nations-Korea, Indonesia. and Brazil. The 
world's poorest countries have received little OPIC insured invest
ment. OPIC has not been successful in persuading U.S. firms to invest 
in the vast majority of poor nations. The hearings have revealed that 
OPIC has been used by the multinational corporations to insure 
against risks that stem from concentrating their investments in a few 
countries. 

· • These figures were cited In the Congressional Research Service Report which Will pre
mued for the House OPIC hearings. The figures exclu!le Investment in on. OPIC does not 
Insure 1nve$tmente In the petroleum 1ndulltry prior to the reftnlng sta.ge. 
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In the course of their testimony, Richard Reynoldsl President and 
Chairman of the Board of Reynolds Metals Co., and Wi liam P. Hobbs, 
Vice President and Treasurer of the Kaiser Aluminum Company, 
stated that the availability of investment guarantees played an impor
tant part in the decision of their companies to concentrate their baux
ite and alumina processing investments in Jamaica. Mr. Reynolds, in 
particular, indicated that he was doubtful that it would have been 
possible to obtain financing from the long-term U.S. lenders (private 
insurance companies) without investment guarantees against expro
priation. Both Mr. Reynolds and Mr. Hobbs noted, however, that 
-companies such as their own, which depend on imported bauxite and 
.alumina, with or without investment guarantees, would have to invest 
in those countries where these resources exist. They testified that with
()ut the guarantees, they would seek ro diversify the sources of their 
raw materials, investing in other bauxite rich countries such as Aus
tralia, and, perhaps, consider alternatives to equity investment, such 
as long~term supply and management contracts. Also, it should be 
noted that Reynolds proceeded with an $8 million bauxite mining 
investment in Jamaica, despite the denial of an investment guarantee 
application submitted by that company ro OPIC. 

Based upon the evidence submitted, the availability of the invest:.. 
ment ~narantee program is, at hest, a marginal consideration in corpo
t·ate decisions ro invest in LDC's. But its availability and current 
premium rates make it sufficiently attractive for a si~ificant number 
()f corporations ro take out such insurance once the basic decision ro 
in vest has been made. 

2. DOES FOREIGN CORPORATE INVESTMENT PROMOTE THE "DEVELOPMENT" 

OF THE POORER COUNTRIES? 

A major rethinking of development concepts. is taking place, 
compelled by a single fact: the unparalleled economic growth 
rates achieved by most developing countries during the 1960's 
had little or no effect on most of the world's people, who con
tinue to live in desperate poverty.-JAMES P. GRANT, Foreign 
Policy, Falll973. 

Robert Hurwitch, then Deputy 'ARsistant Secretary, Bureau of In
ter-American Affairs, Department of State. pointed out that business 
investment abroad is made solelv for profit, not for .humanitarian rea
sons. He testified that oft.en labor intensive industries would be best, 
for the development of the LDC's. The facts show that a very large 
amount of OPIC insured investment has. instead, been capital in
tensive. For example, William P. Hobbs, Vice President and Treas
urer of Kaiser Aluminum,. testified that OPIC insures the Alpart 
alumina operation in Jamaica and has within the last year insured 
an expansion of the Alpart nlant. The entire OPIC expropriation in
surance on Alpart outstanding is over $300 million. Yet the. plant 
employs only 1,405 Jamaicans. This represents approximately $220,000 
of capital investment per employee. This project· will importantly 
contribute ro Jamaica's :foreign exchange earnings. But there is seri~ 
ous question as to whether it was wise for the U.S. Government to 
encourage the concentration of such a large amount of investment in a 
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single sector in Jamaica. Moreover, this project, though now approxi
mately .five years old, has not yet produced any tax revenue for the 
JamaiCan economy. 

The General Accounting Office (GAO) statistical study, done at 
the request of the Subcommittee, indicates that the Jamaican example 
is not unusual. Of the cases studied under the criteria OPIC itself 
introduced in July 1972, 50 percent of the OPIC insured investment 
projects were rated adverse by GAO with respect to their impact on 
local LDC capital mobilization (equity participation by local capital) ; 
2i percent of the projects were rated adverse with respect to their 
effects on local LDC suppliers or downstream industries ; and 27 
percent of the projects were rated adverse with respect to their effect 
on local LDC employment and skill creation. Most of the rest of the 
projects had only slight positive impact on these areas. 

Testimony by Sean Geryasi, Economic Consultant to the United 
Nations raised further questions about the impact of aggregate United 
States corporate investment in the less developed countries. Mr. 
Gervasi testified : 

The point I am trying to make actually is that the so-called 
development process which has been under way, which has 
been promoted by the international community in the last 
25 years, has precisely hot touched the lives of the mass of 
the population .... We have at least implicitly heard today 
reference to the process of industrialization and development 
in poor countries, but if 60 percent of the population, at least 
60, and it is usually 80 percent, lives.at.such le,vels and indeed . 
continues to live at such levels, as the Secretary General of 
the United Nations said, economic growth does not touch that 
vast majority of the population, then we are not dealing with 
development. 

These considerations were also reflected in the comn;tents made by 
Robert MeN amara, President of the ·World Bank, in his April14, 1972, 
speech in Santiago; Chile, before the United Nations Conference on 
Trade and Development, in connection with Brazil, a country which 
has attracted a large amount of foreign investment and achieved a 
high growth rate : 

In the last decade Brazil's GNP per capita, in real terms, 
grew by 2.5% per year, and yet the share of the national in
come received by the poorest 40% of the population declined 
from 10% in 1960 to 8% in 1970, whereas the share of the 
richest 5% grew from 29% to 38% during the same period. 
In GNP terms, the country did well. * * * But throughout the 
decade the poorest 40% of the population benefitted only 
marginally. 

The multinational corporate investment which has occurred does , 
offer the hope of future tax flows to the LDC's, but as Stanford Ross, 
former Assistant Tax Legislative Counsel, Treasury Department, 
testified, in order to attract foreign investment LDC's generally ~ve 
the multinational investor such long-term relief from local taxes that 
little or no tax revenue is ~enerated for five to ten years. This was 
confirmed 'by the General Accounting Office Study of OPIC. 
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The testimony received is indicative of the fact that concepts of "de
velopment" are changing. Many economists no longer consider Gross 
National Product to be the critical yardstick. Increasing attention is 
being focused on the distribution of the benefits of economic growth : 
within a given society which groups get what share of the pie 1 Are the 
rich getting richer and the poor gettmg poored There is thus increas
ing doubt with res~ect to the conventional theory that "more is better", 
and that foreign mvestment is necessavily a positive factor in the 
development process of the poor countries. 

The Committee is not yet prepared to accept this conclusion. 
But it is no longer prepared to embrace the alternative theory that 
foreign investment is, in and of itself, a "good" thing since it contrib- · 
utes to aggregate Gross National Product growth of the economy. 
What this agnostic conclusion leads to is caution : caution in propound
ing any particular theory of development and, therefore, skepticism 
about U.S. Government efforts to foster "development" in other 
countries. 

In light of the conflicting views about the real contributions, or lack 
thereof, of foreign private investment to the development of the poorer 
countries, and the. evidence that the. bulk of the 17 OPIC guaranteed 
projects studied by the GAO 3 have had little development or growth 
impact, we cannot conclude that the OPIC investment insurance pro
gram is justified on the grounds that it is an aid to development of the 
poorer countries. Rather, the program is used by American corpora
tions as an insurance program which lowers their risk against adverse 
political events in less developed countries. If the program is to be con
tinued it should conform to the rationale for which it is used, an insur
ance program and not a development aid program. 

D. DoEs THE ExiSTENCE OF THE INVESTMENT GUARANTEE PRoGRAM 
ADMINISTERFJ) BY GoVERNMENT OR QUASI-GOVERNMENT AGENCIES 
LEAn TO .A GREATER DEGREE oF INVOLVEMENT oN THE PART OF THE 
UNITED STATES IN THE INTERKU. · PoLmc.u. AFFAIRS .OF HosT 
CoUNTRIES! · 

There can be little doubt that the existence of the investment 
guarantee program, as presently and previously administered by g:ov
ernment or quasi-government entities can lead to a deepening involve
ment on the part of the United States in the internal affairs of the 
developing countries. This fact was evidenced in the case of ,Jamaica, 
but it was evident as well in connection with Taiwan and Chile. 

1. THE JAMAICA CASE 

The Committee was led to conduct a special investigation of the 
insurance program in Jamaica because the amount of guarantees 
issued in that country-in excess of $500 million-appeared to be 
large in relationship to the size of the country. Moreover, virtually all 
the guarantees pertained to one industry, alumina and bauxite. Baux
ite is considered a strategic material and the United States imports 

• The GtO used the criteria which OPIC itself had introduced at a date following the 
insuring o those projects. 
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approximately 87 percent of its bauxite/alumina needs and almost 
half of that comes from Jamaica. Before the House Foreign Affairs 
Subcommittee on International Economic Policy in connection 
with OPIC, advocates of OPIC specifically cited bauxite/alumina 
guarantees in Jamaica as an example of how the investment gtJarantee 
program helps to assure the United States of a secure source of this 
strategic raw material; thus, the Committee chose Jamaica as a test 
case of the thesis that the guarantee program accomplishes the purpose 
of assuring the United States a secure source of a vital raw material 
without leading to a deepening political involvement in the affairs of 
host countries. 

In 1968 OPIC's predecessor agency, AID, issued guarantees against 
expropriation to Kaiser Aluminum Company, the Reynolds Metals 
Company-, and the Anaconda Company to cover their investments in 
an alumma smelter and related bauxite mining facilities in Jamaica. 
The original capacity of the smelter was 950 thousand tons of alumina 
per annum. The amount of the 1968 guarantees, by company, was as 
follows: 

Mil!lon 

J(afser Alurnninurn 00------------------------------------------------- $61.6 
~eynolds ]detals 00-------------------------------------------------- 86.2 
Anaconda 00--------------------------------------------------------- 87.1 

Total-------~------------------------------------------------- 234.9 
The three companies had formed a Delaware partnership, Alpart, 

consisting of individual subsidiary Delaware corporations, all 100 
percent owned by the affiliated parent companies to operate and man
age the smelter.• 

Subsequently, Kaiser and Reynolds sought additional guarantees 
for an expansion of the smelter by an additional '350 thousand tons 
which would bring the rated production capacity up to an ahnual 
level of one million three hundred thousand tons of alumina. The 
amount of the additional guarantees sought by Kaiser and Reynolds, 
respectively, were $61.6 million ·and $24.2 million, which would have 
brou~ht the total guarantees issued for this particular project 5 to 
Kaiser up to $133.2 million and to Reynolds up to $110.4 million. 

In addition to the Kaiser and Reynolds requests for additional 
guarantees, the Aluminum Company of America (ALCOA) _and the 
Revere Brass Company had applied for guarantees, respectively, of 
$98.6 million and $77.2 million, also for the purpose of covering in~ 
vestments in alumina smelters in Jamaica. 

B:v the fall of 1969, then, in -addition to the guarantees already issued 
in 1968, AID had under consideration additional guarantee applica
tions amounting to a total of $261.6 million, all for investments in 
alumina/bauxite facilities in Jamaica. 

The AID administrator at that time was ,John Hannah, later to 
become a member of the Board of OPIC. Within AID, the adminis
trator of the guarantee program was Mr. Herbert Salzman, later to 
become Executive Vice President of OPIC. The attorney in charge 

'Alpart Clln be vi<>wed aA a mPilns fo~ the alnmlnnm comnnnles to l"PRtrnln tradP •t the 
source ot supply. OPIC should have taken care to explore this possibility under 1 281 (h) 
of the Foreign Assistance Act. 

• In 1968 Reynolds had received a $12 million guarantee for another Investment In 
JIOhacla. 

S.R. 876---4 
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of the negotiations of the Jamaican guarantees was Mr. Marshall 
Mays, who subsequently became the General Counsel of OPIC and 
presently is President of OPIC. Hence, despite the change in form of 
the administering agency of the guarantee program, there has been a 
large element of continuity in the personnel which dealt with the 
Jamaican case in both AID and OPIC. 

A new element in the case, however, was the appointment, in the 
Fall of 1969, of Mr. Vincent deRoulet as the United States Ambas
sador to Jamaica. Mr. deRoulet was a non-career Ambassador whose 
previous experience had been in advertising in New York City. In 
testimony before the Subcommittee he related that, upon reviewing 
the existing level of guarantees authorized for bauxite/alumina 
projects in Jamaica, and the additional guarantees it was proposed 
that OPIC issue, he was appalled. In his opinion, the proposed $500 
million level of guarantees in this one industry, in a single, small 
country, was unsound. In early 1970, while in Kingston, Jamaica, he 
received a copy of an internal State Department memorandum, written 
in Washington, indicating State Department approval of the issuan~e 
of the additional guarantees and showing that he, deRoulet, concurred 
in this approval. The Ambassador immediately communicated his 
objection to being recorded as concurring in this decision. Ambassador 
deRoulet testified that: 

a. He had been informed in ,Jamaica in May of 1970 b:v Kaiser's resi
dent chief engineer on the Alpart project that the Alpart partners 
were so far committed to the expansion (raising production capacity 
from 950 thousand to one million three hundred thousand tons) that 
they would have to go ahead with the expansion regardless of whether 
or not AID issued the additional investment guarantees and that 
he communicated this observation to the State Department in 
Washington; · · · 

b. He felt himself under COili'Jiqerable pressure from the companies 
concerned, OPIC officials and the Government of Jamaica, to give his 
concurrence to the issuance of the guarantees; 
, c. •In July of 1970, against his better judgment, but because he cOn
sidered the ultimate issuance of the guarantees a foregone conclusion, 
he withdrew his objections to the issuance of the guarantees, but only 
after he felt that he had obtained certain assurances from the Govern
ment of Jamaica and the companies as to the future behavior ofboth 
parties. 

When queried by Senator Case, he acknowledged that a refusal to 
concur in the issuance of such guarantees would have been interprefed 
by the .Jamaican Government as an indication of no confidence on the 
part of the United States Government in the Jamaican economy and 
political leadPrship. Ambassador deRoulet further testified that he 
felt a heightened responsibility to assure that .Jamaican Government 
policies were favorable towards the United States investors in the 
bauxite/alumina industry because of the potential financial liability 
of the United States Treasury, as a consequence of the fact that OPIC's 
liability (as with that of AID before it) is backed by the full faith 
and credit of the United States Government. . . . • 

In September 1970, with Ambassador deRoulet'.s ~bje~tic:ms wi.th
drawn (Deputy Assistant Secretary of State Hurwitch testified that 
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had such objections not been withdrawn, he would have overridden 
them in Washington and approved the issuance of the full amount of 
the guarantees), the additional $61.6 million in guarantees which had 
been applied for by Kaiser, Reynolds, Alcoa and Revere was approved. 

In 1970 guarantee contracts were issued for shorter periods than the 
original guarantees signed in 1968. Furthermore, they provided for 
financial exposure by OPIC to decline with the passage of time. Nev
ertheless, in 1973, OPIC was administering guarantees against expro
priation to the five companies-Anaconda, Kaiser, Reynolds, Revere 
Brass, and Alcoa-which total in excess of $525 million. 

Confronted with this situation, Ambassador deRoulet tmdertook to 
play an activo role in manifesting United States Government concern 
to the leadership of the two' major Jamaican political parties over 
Jamaican policies toward the bauxite/alumina mdustry. In 1972, he 
attempted to convince the .Jamaican leadership not to make the 100 
percent U.S. company ownership of the Jamaican bauxite/alumina 
mdustry--described by one of the leaders of the two contending 
parties as the key political guestion in the forthcoming Jamaican par- · 
liamentary elections-a pohtical football in that election, Certain that 
the party in power would not bri11g up the issue if the opposition did 
not, deRoulet approached the PNP candidate Michael Manley and 
sought to persuade him to keep the bauxite question out of the 
campaign. . 

In return, deRoulet testified, "I told him I was prepared to give him 
my commitment as a gentleman . . • in exchange for these commit
ments from him . . . we would not, repeat not, interfere in his elec
tions in any way ...• " Ambassador deRoulet also argued that 
expropriation would not be in Jamaica's economic interest. Such inter
vention, in fact, was never. contemplated, according to the testimony 
of both Hurwitch and deRoulet, although genuinely feared by im
portant Jamaican political leaders. deRoulet played upon this fear 
to protect United States bauxite/alumina interests from nationaliza
tion. His objective was accomplished. Though Manley was elected, the 
expropriation issue was never raised during·the campaign. · 

It would be baseless to contend that without the investment guar
antee commitments and the potential United States Treasury liability 
behind them, the U.S. Amba~ador in Jamaica, whoever he might be, 
would not be concerned about half a billion dollars of investments by 
U.S. companies in raw material facilities critical to the United States 
economy. But the testimony also evidenced the fact that, without such 
guarantees, the companies might not have invested in such a concen
trated fashion in Jamaica, or if they had, they might have done so 
in a manner designed to bring Jamaican and other sources of capital 
into the investment schemes, thus diffusing their political risks. 
Through the guarantee program those risks have been assumed, 
instead, by the U.S. Government. And, as Ambassador deRoulet 
candidly testified, the assumption of that risk, with its consequent 
potential financial liability of the United States Treasury, imposed 
an additional burden of responsibility on the U.S. Embassy in Jamaica 
and led it into the internal politics of Jamaica. 

But the perverse political effects of the OPIC program in Jamaica 
were not limited to this instance. Approval or disapproval of indi-
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vidual guarantOO!'! tends to ~orne a symb()l of whether the United 
States Government has confidence in, or approves of, a particular 
government. In July '1972, Ambassador deRoulet was informed that 
OPIC was considering issuing a further guarantee in the amount of 
approximately $8 million for a bauxite mining project by the Reynolds 
Metals Company. Whether the issuance of this guarantee would have 
constituted a net increment in the amount of OPIC insured Jamaican 
investment guarantees is in dispute. 'Vhat is not in dispute, however, 
is that the Ambassador vigorously protested even the consideration 
by OPIC of this potential new commitment. 

Upon learning of the Ambassador's opposition to the issuance of 
these guarantees, Reynolds dispatched a representative to Jamaica. 
This representative, in the absence of deRoulet, met with the Charge 
d' Afl'aires and the Economic Counselor of the U.S. Embassy m 
Kingston. As Ambas.<;ador deRoulet related it, the Reynolds repre
sentative advised the Embassy officials that unless the Embassy with
drew its objections to the issuance of the guarantee, Reynolds· would 
be forced to advise the ,Jamaican Government that the Embassy 
refusal constituted an Embassy judgment of lack of confidence in the 
.T amaican economy and political leadership. Furthermore, Reynolds 
indicated it would have to inform the ,Jamaican Government that, 
without the OPIC insurance, additional concessions would be neces
sary if Reynolds was to go forward with its bauxite mining 
investment. 6 · 

Ambassador deRoulet testified that, upon hearing of this threat, he 
felt compelled to write a personal letter to Pl'ime Minister Manley 
explaining that his opposition to the issuance of further investment 
guarantees for bauxite/alumina projects in Jamaica was not occa
sioned by a lack of confidence in Jamaica. Rather, it reflected a concern 
with the amount of guarantees issued i:r;1 Jamaica for one industry, 
bauxite/alumina; a concentration which he considered nQt in the best 
interests of either Jamaica or the United States. Ambassador deRoul
et's letter observed that, upon his arrival in Jamaica, he found that the 
behavior of the companies had been deplorable, at least i.n part, be
cause of their sense of complacency brought about bv the existence of 
the guarantees, and that he thought it was advisable for the companies 
to have some of their funds at risk so as to provide them with an in
CPntive to be more flexible in accommodating to ,T amaican conditions. 
Hence. what shoul.d have been a business decision as to whether to in
crease the amount of investment guarantePs in Jamaica in bauxite/ 
alumina became a major political issue between the United States and 
Jamaican Government. 

The story of the investment guarantee program in Jamaica, 
whether administered by AID or OPIC, is thus, one of involvement. 
on the part of the U~1ited States in the internal politics of Jamaica. 
The companies attempted to use the program to promote an identity 
of interest between the U.S. Government and the corporations. The 
United States Embassy was propelled into a volatile issue in Jamaican 
politics-:-the American ownership and control of the bauxite/alumina 
industry. . 

• Mr. Reynolds disagreed with the Ambassador's interpretation of the role of his eompnny. 
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2. TAIWAN 

Jamaica is not an isolated case. In Taiwan, existence of the invest
ment guarantee program is interpreted as a symbol of American sup-
port for the current Taiwanese regime. . 

Acting Assistant Secretary of State Herman Barger was asked 
what would be the political effect in Taiwan if OPIC decided that 
Taiwan no longer qualified as a developing country and that, there
fore, the investment program in that country should be terminated. 
Mr. Barger's response is illuminating: 

Mr: BLUM:. Mr. Barger if OPIC insurance were to be cut 
off from Taiwan b:t qPiC in the M:rt nu~ber of month~, 
because OPIC, for lmsmess r~ns, made a Judgment that 1t 
was imprudent ta continue insuring investments in Taiwan, 
would the Government of Taiwan consider that a major blow 
in the sense that it signaled the lack of American support for 
Taiwan~ 

Mr. BARGER. Yes, I believe that that would be the case, if 
';L'aiwftn .were eut out of the progPam itself this would be read 
m that way as a lack of eonildence. 

A Senate sta1f investigator who visited Taiwan ia connection with 
the OPIC inquiry was advised by Taiwanese oftidals th~t they were 
certain of long-term U.S. suppert for Taiwan~se independence by vir
tue of the existenee and· oontmued issuance of U.S. investment guaran
tees in that country. If the United $tates did not intend to supp6rt 
Taiwa.ReSe inde~dence, they noted, why would it continue to in
crease its potentia1 financ~l liabilities tnere through the investment 
guarantee program~ In e:ftect, then, in the minds of tlle Taiwanese, 
U.S. guaranteed investments serve as a symoolic hostage which in
s!lres continued U.S. political support for Taiwanese political objec
tives. 

Short of terminating the program ~n a worldwide basis, according 
to Mr. Barger, for fear of creating disru.Ption of Taiwan, the U.S. 
Government for political reasoos must ma1atain an investment insur
ance program in Taiwan. 

3. CHILE 

The temptation to use the existence of the U.S. Government spon
sored investment guarantee program as a reason for intervention in 
the political affairs of developing countries is confirmed by the testi
mony received by the Subcommittee in the hearings held in connection 
with the activities of the International Telephone and Telegraph 
Company in Chile. In that case, John A. McCone, former Director of 
the CIA and, in 1970, a Director of the ITT, testified that in conversa
tions with high U.S. Government officials, he presented the fact that 
the U.S. Treasury would ultimately be liable for payments of hun
dreds of millions of dollars under existing !!Uarantee agreements as 
one reason for United States Government intervention to prevent 
Salvador Allende Gossens from becon;dng President of Chile. Edward 
Korrv, then U.S. Ambassador to Chile, similarly testified that in 
warning Washington of the perils of an Allende government in Chile, 
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he noted the potential cost to the United States Treasury as a conse
quence of anticipated expropriations of properties of U.S .. companies 
.covered by the mvestment guarantees issued by OPIC's predecessor, 
AID. 

In fact, the Allende government did expropriate such properties, 
resulting in potential OPIC losses that could run up to $339,000,000. 

It is important to emphasize that the political complications which 
:arise out of the existence of a U.S. Government sponsored and ad
ministered investment guarantee program are not primarily a func
tion of administrative inadequacies on the part of OPIC or Its prede
-cessor, AID. Rather; they are inherent in the nature of the program. 
As long as the full faith and credit of the Treasury stands behind the 
.compensation of expropriated guaranteed investment, and OPIC's 
.reserves .are as lean as they are today, the U.S. Government has a 
direct financial stake in the host country's policies towards invest
:ment. That the companies recognize the pohtica;l uses to which the 
program can be put is evidenced not only by the Reynolds and ITT 
.examples in Jamaica and Chile, respectively, but also by the testi
mony of Mr. William P:: Hobbs, Vice President and Treasurer of the 
Kaiser Aluminum Company. Mr. Hobbs was asked whether a guaran
tee progra1n administered by the private insurance industry would 
meet the needs of the companies as well fl8 one sponsored by the gov
ermnent. Mr: Hobbs demurred. He. questiOned whether a program ad
niinistered by the private sector would prove as effective as a U.S; 
Government sponsored prowam, since it would not link the eompanies 
:a:hd the Government so directly together. This identity of interest, 
Mr. Hobbs te_stified, makes foreign governmen.ts more heaitant to 
:adopt policies adverse to the investing companies. · 

We doubt, however, that this identity of interest, achieved through 
the instrumentality of the guarantee program, as presently admin
istered. is good, in "tlie long run, either for the oorporations themselves 
or the U.S. Government. The program seems more likely .to embroil 
the United States in the internal politics of host countrieS than would 
otherwise be the case. The assumption of the . political risks by the 
U.S. Government, as Ambassador deRoulet noted, .. may lull the com
panies into a false sense of security and induce them not to make 
the necessary adjustments to changing local conditions when a healthy 
relationship between host country and companies would require it. 

Moreover, it is the belief of the Committee that government in
surance may at times increase the likelihood of expropriation. Ex-pro-· 
priation is viewed by some radical governments as a means of striking 
a blow at the United States Government. This was recently demon
strated bv the expropriations in Libya and Iraq. Where irivestment 
is insured by the U.S. Government, expropriation becomes a direct 
rather than an indirect blow at the government. 

E. OPIC's FINANCIAL CoNDITION 

. A compilation of OPIC's own figures and the GAO study on OPIC 
provide a financial overview of OPIC's insurance program. 
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OPIC charges approximately a llh% premium for combined ex
propriation (usual premium 0.6%), war risk (premium 0.6%), and 
inconvertibility (premium 0.3%) insurance. Under a recent change 
in its rules OPIC may charge a lower expropriation premium for debt 
investments (0.4%) and a higher premium for equity investment in 
large and/ or especially sensitive fields ( 0.'8%), although the over
whelming bulk of OPIC insurance contracts outstanding are at the 
11;2% rate. Slightly higher or lower rates may be charged-up to 
0.2% when there are risk-increasingfactors, such as industry concen
tration within a country or risk-decreasing factors, such as local in
vestor participation are present .. OPIC premium rates are higher than 
those charged by AID and it no longer offers war risk or expropria
tion stand-by insurance (the option to pay a much lower I?remium for 
the right to purchase insurance at the end of any year). Contracts 
originally issued by AID, h?wev~r, have not .b.ee~. renegotiated, ~o that 
under the contracts OPIC mhented, there 1s st1ll ra large amount of 
stand-by coverage outstanding. . 

Currently, OPIC has $3 billion of inconvertibility insurance out
stan~ing ($~.1 billion in s~a~d-l;>y and ~.9 billion i:p. current)., It has 
rooe1ved a .total of $38.6 m1lhon m prennums.and has:recovered all the 
claims it has paid. There is $2.8 billion of war risk insurance outstand
ing ($2 billion current and$0.8 billion of stand-by). Over the life of 
the program, $56.1 million of premiums have been paid. T4e net claims 
paymen,thas been $623,000. · 

Thus, both the inconvertibility a,nd, war risk insurance programs 
have been major moneym_akers . 

. Expropriation insurance. is a different story. Currently, there is 
$3.3 billion of exp.ropria.tion insuranceoutstand~ng ($2.4 billion of 
current and $0.9 billion m stand-by). Over the hfe of the program, 
$84.6 million have been collectedin premiums and a net of $28.1 mil
lion have been paid out in claims. However, there are currently out
standing against OPIC .approximately $369 million jn Un$ettled 
claims 7 and guarantees.8 · . 

These claims are against current total insurance reserves of $146.5 
million. The two largest claims ($92.5 million by ITT and $154 mil
lion by Anaconda) arose .out of Chilean expropriations. Likewise, all 
but about $8 million of some $100 million m outstanding guarantees 
arose from Chilean expropriations. Unfortunately, if Chile's default 
on the first payment to the Braden Copper Company guarantee is 
indicative, OPIC may end up having to pay out a major portion of its 
outstanding reserves just to cover its guarantees. If the pending ITT 
and Anaconda arbitrations (involving claims which total about $246.5 
million) heavily favor the companies, OPIC could easily find itself 
deeply m the red. 

OPIC contends that its financial condition is not as bad as it ap
pears because it has been advised by outside counsel that its denial of 
the· ITT and Anaconda claims is soundly based. But, at least in the 

7 Claims on OPIC are amounts which OPIC maintains it does not have to pay. These 
are currently In arbitration or soon will go to arbitration. 

8 Guarantees are amounts which expropriating governments ·have agreed to pay and 
which OPIC will pay If the expropriating government defaults. 
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case of ITT, the soundness o:f OPIC's case is attributable to a sub
stantial degree, to the facts revealed in the ITT/Chile hearings of this 
Subcommittee. Marshall Mays admitted that prior to these hearings 
OPIC was not informed of the attempts by high officials of ITT to 
induce the C.I.A. to intervene in the internal political processes of 
Chile so as to prevent the election of Salvador Allende Gossens as 
President, facts which clearly were revelant to a determination of 
OPIC's liability to ITT. 

OPIC's .financial viability is in doubt and it may well have to rely 
on Congressional appropriatioll8 or Treasury payments baaed on the 
;full :faith and credit clause ?f OPIC'~ a~thorizing le~slation to ~il 
It out. Indeed, as the :followmg table mdicates, by ordinary .financial 

· standards OPIC is on the brink of insolvency. If OPIC were a private 
insurance company, under generally accepted accounting principles 
it would have to set aside a reserve afi:'inst the outstanding clauns. 
This reserve would likely reduce OPIC s available reserves to a nega
tive figure. 

Maximum potential contingent llabillty (netting out the Lloyds 
reinsurance coverage) ------------------------------- 1 $2, 776, 000, 000 

Total insurance reserves----------~----~~----------------- "$142,568,000 
Insurance reserves as a percentage of maximum potential con-

tingent llabillty -------------------------------------- 5 percent 
Total claims and guarantees outstandUlg__________________ • $369, 000, 000 
Total claims and guarantees as a percentage of maximum po. 

tential contingent UablUty______________________________ 14 percent 
Total insurance reserves minus total claims and guarantees out-

standing ----------------------------------------------- ($227,487,000) 
1 This flgure W8.11 computed by selecting the highest ot the three coverages available for 

any particular contract (expropriation, war, or ineonvertlblllty) and eliminating the lesser 
coverages. OPIC's expropriation llabUity Is reinsured by Lloyd's of London to the extent of 
$421 mmlon. This reinsurance was deducted country-by-oountrl before determining which 
of the three coverages was highest. Figure Is for June 80, 197 and Includes only current 
insurance~. not the SUbstantial amount of stand-by Insurance. 

• All of dune SO, 19TS. 
a As of Mar.ch 81, 1978. 

Statistics supplied to the Subcommittee by OPIC, disclose that if 
OPIC had not received $81,250,000 in appropriatioll8 since fiscal year 
1970 it would currently have only $58,250,000 in its insurance reserves 
instead of $139,500,000. 

There is no evidence that without a;ppropriations OPIC would have 
been operating at a loss. However, Its precarious financial position 
becomes even more clear when its earned reserves (i.e. reserves minus 
appropriations) are contrasted with outstanding claims and guaran
tees. It should be noted that $50 million in ill8urance reserves were 
removed by Congress from the AID political risk insurance reserve 
in 1969 and transferred to the Housing Guaranty Program. ·. 

Realizing the probable inadequacy of its reserves, OPIC negotiated 
a payout arrangement to extend over several years to cover the ex
propriation of the Braden Copper Company, a wholly owned subsidi
ary of Kennecott Copper Corporation. Braden's insured investment 
consisted of 5% percent promissory notes issued bv Sooiedad Minera 
El Teniente and guaranteed bv the Government of Chile. The notes 
had a face value of $'74.7 million inDecember 19'72 and were to be 
paid in equal semiannual installments of principal through 1986. 
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:SUM'MRY OF INSURANCE FEES, APPROPRIATIONS, CLAIM PAYMENTS, CLAIM RECOVERIES AND ADMINISTRATIVE 
.. •. EXPENSES 

[Fiscal year 1949 through Mar. 31, of fiscal19731 

Fiscal year 
Insurance Resource Appropria· 

·fees adjustments lions 
Claims 

payment 

Administrative 
Claims expenses 

recovery (estimated) 

mL::::: :: ======= :: m: ~~ :::::::::::::: ===: :::::::::::::: :::::::::::::::::::::::::: =======: :::: 
·1951................... 205,663 ..................................................................... . 
1952................... 277,584 .................................................................... .. 

{~~:::::::: ::::::::::: ~~~ ~ :::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::: 
1955................... 235,687 ..................................................................... . 
1956.................... 330,873 .................................................................... .. 
1957................... 416,515 ..................................................................... . 

li!t:~::::::::::::::: l: ~~:ill ::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::: 
1961................... 1, 672,830 ..................................................................... . 
1962................... 2. 298,860 .............. $27,861,484 $650,000 .................. : ........ . 
1963................... 2, 926,017 .............. 30,000,000 ......................................... . 
1964................... 4, 674,441 ..................................................................... . 
1965................... 7, 7671.432 ..................................................................... . 
1966................... 9, 86 • 673 .................... ........ 205,947 $193,629 ............. . 
11~_-_-_::·.-.-~--------.-~·.:·_-_ 9,117,164 ............................ 12g, 247 97,471 ............ .. 
lii>IJ. . . .. • . 14,546,713 . ........ :........... ........ I 438,464 264,838 ............. . 

1
19
96
7
9
0

._._ .• _._,r_·_-__ .. _-__ .. _·_·_·_·_·,· .. · 19, 721, n-t J-($50,G!JO, 000)...... ........ 3 9, 737,000 .......................... .. 
21, 537' 152 .............. 37. 500, 000 • 5, 426, 718 60, 000 $962, 612 

1971:.................. 24,053,861. .............. 18,750,000 345,230 349, 899 1, 747,870 
1972.. ................. 26,828,962 .............. 12,500,000 1,970,317 1,327,698 2,784,464 
19731................. 19, 139,785 • 11,809,131 12,500,000 17,469,582 135,008 1, 851,188 

SubtotaL ....... 1169,618,683 11,809,131 at39, 36,371,505 Z,428,543 •7,346,140 
Adjustment............ 50,000,000 ..................................................................... . 

TotaL........... 119,618,683 .............. " ..................................................... .. 

1 I~ llll,l60 of guaranty claims. 
• ~·lees transferred to Congress by AID housing guaranty program. 
·a;~ $1r113.000 of,guaranty<chltms. 
•"ttllllludes. $5;426i718 of guaranty· claims. 
1 Througb Mar. 3 . . 
• Interest earned by OPIC on insurance fees, Jan. 1910 through Mar. 1973 (estimated). 
' $30,888,516 of fee earninp allotted by board of directors to guaranty reserves. 
• $44,111,484 of appropriatrons allotted by IIllard of directors to guaranty reserves. 
• Administrative costs are not available prior to fiscal year 1970 as AID and other predecessor agencies did not segregate 

its administrative costs against specific programs. 

Essentially, OPIC purchased these notes from Braden, established 
a trust for the notes, and bottGwed most of the money to pay Braden 
at 63,4 percent, issuing short term notes with payments due over the 
next five years and a final lump-sum payment due in ·1918. GAO found 
that this arrangement, when entered, would cost OPIC about $2.5 
million more than the alternative of making a lump-sum payment. 
However, the Treasury note interest situation which has developed 
sift~. the GAO report makes it prohahle that OPIC will be able to do 
as well, or even better, under this anangement. · 
If Chile continues to default on its payments of the notes held by 

OPI<J, 60 percent of OPIC's annual premium fees, on the basis of 
current colleetions, will be required to pay the Braden guarantee alone. 

OPIC has requested an additional appropriation of $72;500,000 for 
this fiscal year. It is up to the Appro:priations Committee to report on 
this request. The Subcommittee hearmgs have given the Foreign Re
lations Committee a view of the merits of the request ·and this report 
furnishes us with an appropriate vehicle for sharing ths.t view with 
the A:ppropda.tions Committee. 

S.R. 676--5 
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OPIC's reasoning for their request of $72;500,000 is that this amount 
represents $50,000,000 of AID reserves plus interest which were re
moved from the AID political insurance reserve fund and used to fund 
a special reserve for the Latin American Housing Guarantee Program. 
However, this argument fails to recognize that OPIC and its AID 
predecessor received $81,250,000 in Congressional appropriations for 
the fiscal years 1970 to 1973 inclusive. Thus, recent Congressional 
appropriations have much more than covered the transfer of AID 
reserves. 

OPIC has made thQ claim that it is •a self-sufficient agency. The 
Committee believes :fJhat tJhis was not completely true in tJhe past and 
is not completely true today. OPIC should not be allowed to ob
scure its true financial position behind an argument based on the 
growth of reserves which, to a significant extent, have actually in
creased because of yearly appropriations. Rather, OPIC should be 
given new appropriations only when its own reserves are depleted. 
This policy would force OPIC to demonstrate it~ ability to operate as 
a self -sufficient ·agency. . 

F. OPIC's MANAGEMENT REcoRD 

OPIC representatives base their defense of the insurance which they 
have written on the contention that they need more time to restructure 
the portfolio which OPIC inherited from AID. The AID issued guar~ 
antees were heavily concentrated in a very few countries, a few sectors 
and a few large corporations. It is true that OPIC recently has intro
duced significant management reforms in s~veral areas and it should 
be commended for so doing. But many of the flaws which charaeterized 
the AID program also characterize OPIC. 

1, THE PROFILE OF THE PROGRAM ,, 

One of the main reasons given for separating OPIC from the rest 
of the AID program was that, if the investment guarantee program 
were managed by an entity organized as a business corporation,. t:Qe 
program would be "much more extensively used and it will be used 
with a much more gifted approach to the situwtion." But the program 
has not been more extensively used; indeed, it has been less exten
sively used than it was when managed by AID. Since OPIC came into 
being, the absolute amount of guarantees issued by OPIC has been 
substantially less than that issued by AID, by a 49 percent decline in 
the annual average amount under OPIC. The percentage of total U.S. 
corporate investment in developing countries covered by ~arantees 
has also ·been declining. In 1969, the amount of original mvestment 
covered by OPIC was 93 percent Of the annual change in net bo.ok 
value of U.S. diroot investment in LDC's. In 19H only 23 percent of 
the investments were insured.9 

Moreover, with one major exception, the profile of the covered 
investments has been remarka;bly similar to that of the investment 
guarantee program when managed by AID. In terms of geographic 
coverage, under AID management, 57 percent of the coverages issued 
by AID were concentrated in eight countries. 

• These figures do not lnclude investments ln petroleum. 
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Percent 

Chile --------------------------------------------------------------- 13.7 
Jrorea -------------------------------------------------------------- 9.7 
Jainaica ------------------------------------------------------------ 8.2 
llrazil -------------------------------------------------------------- 5.7 
Argentina ----------------------------------------------------------- 5.6 
Dolllinican Republic ---------------------------------------------- 5. 2 
India --------------------------------------------------------------- 4.9 
Phllipptnes ---------------------------------------~------------------ 4.2 

Under OPIC management, the degree of concentration has been 
substantially greater since 83.3 percent of the issued coverage has 
been concentrated in eight countries. 

Percenl 

leorea -------------------------------------------------------------- 23.2 
Indonesia ----------------------------------------------------------- 14.8 
Brazil -------------------------------------------------------------- 13.4 
Taivvan ------------------------------------------------------------- 7.8 
Botsvvana ---------------------------------------'-------------------- 7. 2 
Singapore---------------------------------~------------------------- 6.2 
Philippines ---------------------------------------------------------- 5. 7 
Israel -------------------------------------------------------------- 5.0 

In effect, then, under OPIC management there has been a shift in 
coverage from Latin America to Taiwan, Korea, and Singapore. But 
under both AID and OPIC management, investment guarantees have 
been highly concentrated in relatively few countries. OPIC argues 
that' its concentration is irrelevant because the combined AID.JOPIC 
portfolio was diversified. But RS the Congressional Research Service 
report pointed out, this argument is without merit since five of the 
eight most heavily insured countries under OPIC showed larger-than
average concentration in the ·AID portfolio. In line with our earlier 
conclusion this demonstrates that OPIC is una;ble to channel the place
ment of investment in LDC's. 

The principle of concentration has been equally true with respect to 
major beneficiaries o£ the guarantee program as is shown in the fol
lowing table: 

"FORTUNE 500" SHARE OF AID AND OPIC INSURANCE 

Volume Percent 
(millions) of total 

Aid-issued illsurJI11ce: 
Fo~ topl50 corpol'3tions and top 25 commen:ial banks....................... $8,414.8 63 
Top 15lto 500 corpomtions and 26 to 50 bank•---·----·-······-----·······-·-·- 2. 041. 5 15 

Total Fortune list. .• -····-·-·-·····--·-·······-··-·-······················ 10, 456. 3 78 
Corporations not on Fortune list ••••••• ·-···-·····............................ 2, 907.6 22 

Grand totaL---·········--····-··-···············-··--···················· ======= OPIC-lssued insurance: 
Fortune top 150 corporations and top 25 commen:ial banlls ••••• --················ 856. 1 61 
Top 151 to 500 corporlltlons and 2.6 to 50 banks •••••••••• ·-·--····-·····-······· 258.8 18 

Tllllll Fnrtune lisL ••••••••••.• -····-··-········-··························--1.-1-14-. 9----79 
Corpenrtiens not on Foltune list. •••.••••• ·-··························-········· 294. 3 21 --------

Grand totaL •••• -··-·······-··-···········"'-~···················••"----~-- 1, 409.2 100 

"ote:<_Th.chart~nw-that.the·laqest•companla.i' arethini!Dst'coiisistentUS.S •iOi>IC insurance. 

The tendency of investment to come from a limited number of com
panies and to flow to a limited number of countries seems to have 
a momentum of its own which is not changed by the character of the 
administrative agency. 
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2. METAL MINING-THE EXCEl'TION 

The one area where OPIC has made a significant change ih the 
profile of issued guarantee coverages from AID is metal mining. 
OPIC, unlike AID, has issued very little insurance to corporations 
mining metal. Only about three percent of OPIC's insurance port
folio is in this area, while about 25 percent of the AID issued insur
ance was issued for this category. Th1s trend is consistent with a desire 
to minimize high risk areas of investment in accordance with sound 
risk management principles: foreign equity ownership for extractive 
industries pas proven to be a prime target for expropriation. But it 
cannot be reconciled with the allegation that OPIC insurance for ex
tractive industries helps guarantee the United States ·a source of supply 
of vital raw materials. OPIC cannot argue, on the one hand, that they 
are minimizing risks and, therefore, not insuring projects in high risk 
sectors such as metal mining and, on the other hand, argue that the 
investment guarantee program is essential to assure the United States 
of a secure source of raw materials. 

3. OPIC AND THE BALANCE OF PAYMENTS 

OPIC's impact on the short-run balance of payments is another 
example of how its administrators must balance contradictory man
dates. OPIC has a legislative mandate tQ consider the balance~of-

~ payments effect of those investments it insures. However, Herbert 
Salzman, Executive Vice President of OPIC, testified that OPIC does 
insure off-shore subsidiaries of United States multinational corpora~ 
tions, even though, as testified by Mr. Stanford Ross, Former Assist
ant Tax Legislative Counsel, Treasury Department, those subsidiaries 
may indefinitely withhold the return of profits to the United States 
from !investment abroad, thereby worsening the United States balance
of-payments position. . . . . · 

It was brought out in the .testimony of John Sagan, Vice President 
and Treasurer of Ford Motor Company and William Meehan, Assist
ant Treasurer of Motorola, that (1) there is no tie-in requirement that 
OPIC-insured companies purchase U.S. products; (2) that OPIC 
marginally encourages an outward flow of capital from the United 
States by encouraging industries to invest .abroad; and (3) on balance 
OPIC, at least in the short run, tends to worsen the balance-of-pay-
ments problem. . 

Similarly, the GAO study found tJha,t many OPIC-insured eloo
tronic projects abroad sell a large percentage of their products to the 
United States, causing a net dollar out.flow from .the United States 
which prooobly 8imounts to several hundreds of millions of dollars. 
It should be noted, in this regard, that many of the projects ·reviewed 
by the GAO are not proiects which OPIC inherited from AID but 
rather projects where OPIC was the original-insurer; ·· ··. · ' 

An OPIC ~nSl;lrance application for!Il introduced in March,, 19'7~, 
formulates· cr1teria for determining what the host-country develop
ment and the United Sta.tes •balance~of-payments impacts of appli
cants' investments will be. The General Accounting Office r~pprt 
on OPIC indicates that, even with tllis new questionnaire,.Of..TC 
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often insures projects .which are detrimental to the United States 
balance-'Of-pa.yments. OPIC, in order to further its primary objec
tive of writing insurance for investments in LDC's, is bound to 
encourage an outflow of capital from the United States and thereby 
worsen, at least the short run, balance-of-payments problems of the 
United States. Its impact on the long term balance-of-payments, i.e. 
whether investments in the Less Developed Countries will eventually 
return as much, or more, capital to the United States than sent out, 
is still unclear. What is.clear is that OPlC management cannot avoid 
encouraging capital outflows and still write insurance. 

' 
4, OPIO'S IMPACT ON LABOR 

Benjamin .A.. Sharman testified in behalf of the International .Asso
ciation of Machinists about labor's concern over the loss of jobs from 
"runaway industries," i.e. those industries which leave the United 
States in complete or partial replacement of going concerns in the 
United Sta.tes, and then export their products back to the United 
States in direct competition with U.S. production. Similar concern 
was expressed in a statettlent SU:bmitted for the record by the .A.FL
CIO. OPIC policy guidelines provide that, although insurance may 
be issued covering industries abroad that will export their products 
to the United States, an investment in a runaway industry will not 
be eligible unless there are counterbalancing advantages to the United 
States. In the oo.se of partial replacement of a U.S. production facility, 
OPIC assistance may be given only if it is determined that such a 
move is roo.son81bly calculated to preserve the remaining United States 
em.J.>loyment by aiding the enterprise in maintaining a competitive 
position in the U.S. market. OPIC assistance will not be given if an 
unfair labor practice charge based on the shutdown is either pending 
or has been resolved against the company. 

These guidelines should, in theory, protect United States labor. 
However, the G.A.O study found that the OPIC files on runaway in
dustries did not have information crucial to the rational determination 
of whether the move overseas was actually necessary to protect the 
United States indust:r;r from foreign competition. For example, the 
files did not contain { 1) a precise description of the product manu
factured overseas and the extent of competition with United States 
production; (2) inform_ ation on whether the plant could have oper
ated profitably in the United States; or (3) an analysis of the indus
try's present domestic and international structure. 

OPIC assessment in this crucial area appears to rely entirely on 
inform8ition provided by applicant companies. There was no evidence 
of site inspections after the approval of insurance controots to deter
mine whether conditions of the controots were being met. The G.A.O 
report notes that OPIC intended to introduce revised procedures to 
more elosely monitor this aspect of its performance. But it is difficult 
to see how this could be acooonplished without a JP8,jor cJhange 
in OPIC's orga.nimtion a.nd additional personnel w ·permit more 
frequent supervision of projects which have received investment 
guarantees. 
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II. GUARANTJilES OF INVESTMENTS IN EASTERN EUROPEAN COUNTRIES ANI) 
SOUTHEAST ASIA 

Senator Church's questioning of GAO witnesses brought out the 
fact that OPIC is now authorized, under a provision of the FAA, to· 
insure United States investment in Romania and Yugoslavia. E?enator 
Church summed up this line of questions by stating: ·· 

. . . given what we know about the administration of the 
OPIC program, the large American companies, General 
Motors, Ford, ITT, could enter into a contractual arrange
ment with the Communist Government of Romania and if 
tl¥tt government defaulted in its promise [to pay] ... the 
United States Government could be left holding the bag. 

Mr. Rylander of the General Accounting Office responded, "Yes, 
they would be liable, certainly." 

There is no legislative history to which we can refer with respect to 
the reasons for this authority. It is difficult to see how Yugo~lav~<and 
Romania qualify as developing countries. We find no convincita,g .. rea~ 
son why the U.S. Government should, in effect, guarantee contract 
compliance by communist governments. We welcome economic links 
that strengthen the prospects of peaceful coexistence between the 
United States and the Eastern Bloc countries. But if corporations wish 
to invest in communist countries in Eastern Europe, they should do so 
at their own risk and not at the risk of the U.S. Government. Conse
quently, that provision of the legislation which specifically authorizes 
investment guarantees to be issued in Yugoslavia and Romania should 
be stricken. 

The Report of the House Foreign Affairs Committee on the Foreign 
Assistance Act of 1971 opposed the issuance of political risk insurance 
in Laos, Cambodia or South Vietnam until specific authority :for 
insurance is given by Congress. 

OPIC has observed this limitation, but has asked Congress to give 
it specific authorization to write policies in those countries in the 
future. 

OPIC's already extremely precarious financial position makes it 
unwise for it to Issue political risk insurance in politicapy and eco
nomically unstable Southeast Asia. Issuance·of such insurl).nce·would 
further entangle the United States in Southeast Asian politics at a. 
time when Congress has clearly endorsed the policy of disengagement. 

Therefore, the Senate Foreign Relations Committee recommends 
that OPIC not issue insurance in North and South Vietnani, Laos, or 
Cambodia. This recommendation shall stand by individual type of 
political risk insurance until such a time as OPIC begins to issue each 
type of political risk insurance in conjunction with private insurance 
companies and/or multilateral institutions of which the United States 
is a member. The Committee believes that it is essential that any 
political risk insurance·issuedin'these countries should have substan
tial private insurance company and/or multilateral institutiorr.·risk 
partici pa.tion. 
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6, OVERSEAS PRIVATE INVESTMENT CORPORATION INTRODUCED REFORMS 

The Overseas Private Investment Corporation has introduced re._ 
forms which have improved the program. In order to reduce the nsk 
of having to rely upon the Treasury m case of catastrophic loss, OPI9 
has negotiated a reinsurance contract with Lloyd's of London and IS 
presently attempting to inter,est United Statesinsurance companies i_n 
participating in OPIC projects as joint insurers. OPIC has also insti
tuted a varying fee schedule which requires a higher premium for 
large or sensitive projects and offers a lower premium for investments 
which are especially helpful to LDC development. 

Prior to 1970, the old contracts permitted the investor to shift cov
erage annually between standby and current status. The standby op
tion was offered at a much lower premium ( V!o of one percent vs. 1fz 
of one percent each for war risk and expropriation coverage), and 
enabled the investor to pick the means he wished to "switch on" or 
"switch off" the protection offered. During 1970, the insurance con
tract was revised to the benefit of OPIC, through the elimination of 
the standby provisions on expropriation and war risks. The Over
seas Private Investment Corporation has also raised its fee schedule 
for new contracts. 

OPIC has also made substantial improvements in its standard con
tract for loan investments. The revision of greatest significance made 
the insurance applicable to each installment payment rather than to 
the outstanding principal of the loan. This change will permit OPIC 
to pay claims over an extended period of time rather than in one large 
settlement. In addition, the revisions will increase OPIC's fee income 
because the insured is required to maintain the policy over the entire 
loan period rather than terminating it when a claim is filed. 

A second significant revision is th~ inclusion of a first-loss deductible 
clause for intracompany loans, which makes the investor self-insured 
for the first 15 percent of any claims. This coinsurance feature gives 
the investor a financial stake in the investment. Improvements in the 
contract with regard to definitions of war-loss and allocation of for-
eign government payments were also made. · 

The contractual and risk-spreading improvements made by OPIC 
are standard practices for private insurance companies. A larger role 
for private insurers as coinsurers or reinsurers would give OPIC the 
benefit of private insurance company techniques and encourage it to 
further reform its practices. 

G. THE PRIVATE INSURANCE ALTERNATIVE 

The legislation establishing OPIC directed it to investigate the 
feasibility of turning over part or all of its insurance responsibilities 
to private companies. (Foreign Assistance Act § 240A.) As discussed 
above, OPIC has already been successful in negotiating a $421 million 
reinsurance contract with Lloyd's of London. 

Since August 1972, a group of insurance company officials, spon
sored and assisted by OPIC, has been studying a common effort by 
OPIC and U.S. insurance companies. 
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Mr. James J. Meenaghan, Vice President a.nd Assistant to the Chair
man of the Board, Fireman's Fund American Insurance Companies 
testified that the private insurance companies now meeting with OPIC 
could produce a firm proposal for private insurance participation with 
OPIC in from six to nine months. Mr. David J. Sherwood, President 
of Prudential Reinsurance Company said, "I know there are several 
major companies who are interested in and have expressed interest (in 
writing political risk insurance) ..•. " Both witnesses a~eed that the 
fastest WI!'Y for _OPIC to get a par_ticipation agreement with the United 
States pnva.te msurance compames was for OPIC to arrange a meet
ing between the top OPIC executives and the top executiV'ea of the 
country's largest in~rance companies. The experts were in agreement 
that various questions, such as the specific premiums to be charged by 
the private companies, would have to be answered, but that these 
answers could be found if a concerted OPIC effort to turn over a major 
share of its program to the private companies were initiated. 

Mr. Meenaghan testified that, "(a)t the outset, private insurance 
companies should have an interest o:l at least 25 percent in the asso
ciation. This would provide a large enough share to make the effort 
economically feasible. . . . The long-term objective would be to re
duce OPIC's participation in the association to a smaller percentage, 
although we do belie.ve it is desirable for OPIC to remain a member 
of the direct writing association.'' Mr. Sherwood also spoke in terms 
of a phase out of government participation in the political risk insur
ance program. "· .. (I)t is conceivable (the government) could be 
(completely) phased out as the capacity builds because capacity 
usually responds to experience .•.. " 

Mr. Sherwood stressed the fact that private insurance companies 
presently view the political risk insurance field as preempted by OPIC 
and that to get private participation it is necessary to get "a clear mes
sage from the Senate, the Congress, that you are really interested in 
getting private insurance into this particular area." 

A legislative mandate that OPIC turn over a portion of its insur
ance burden to private insurance companies by a date certain would 
.be such a message. · 

Mee:m~ha,n and ~herw?Od suggested tha~ the most accep~able plan 
to Umtect States private msurance compa:mes--at least until they are 
able to become familiar with issuing political risk insurance-is for 
the private companies to be the primacy insurers and OPIC to act 
as a reinsurer against catastrophic loss, perhaps sharing this role with 
Lloyd's of London. Alternatively, i:t was suggested thwt OPIC might 
enter a joint venture with the private companies, each insuring a cer-
. tain percentage of each new contract. . 

The insurance company representatives testified that it would be 
advantageous for them to be able to insure investments in dev~loped 
as well as under-developed countries. 

If this will allow private insurance companies to write more of 
the politioal risk insurance in LDC's, it seems; unobjectionable, tlhough 
OPIC should not itself particip~;tte ~n insurance for investment in 
developed countries. · . 
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H. Foun OPTioNs FOR OPIO 

There are four alternative ways to deal with the insurance-program 
administered by OPIC: (1) lea.ve it essentially as it is; (~) require 
OPIC to immre only those projects which significantly benefit the 
development of the host country; ( 3) terminate the program; ( 4) turn 
the insurance function of OPIC over to private insurance companies. 
The last alternative is clearly the best. 

1 • .ALTERNATIVE ONE: LEAVE THE PROGRAM AS IS 

This alternative is unacceptable because OPIC, as. it now exists, 
links the United States too directly with private investment abroad 
and unnecessarily involves the U.S. Government in the internal politi
cal affairs of the host countries without yielding suffiCient develop
ment gains for the LDC's. There are currently $369 million of claims 
and guarantees outstanding against OPIC's approximately $150 mil
lion of reserves. It is quite possible that there will •be additional cata
strophic losses due to expropriation. Because there is a clause in the 
existing OPIC legislation which places the full faith and credit of the 
United States Government behind OPIC, any valid claims which can
not ·be paid by OPIC will have to be absorbed by the Treasury. Given 
the r.recarious conditions of OPIC's reserves, this is a very real 
likelihood. 

The international political. problems caused by OPIC are as great 
as the financial ones. Ambassador deRoulet testified that the immense 
OPIC insurance coverage of the aluminum industry's investment in 
Jamaica was the reason for his implying to a candidate for Prime 
Minister that United States intervention in the Jamaican elections 
might occur if expropriation of the industry were made a subject of 
contention in the campaign. In the ITT hearings, it was revealed 
that IT1' used the threat of the impact of expropriation on OPIC's 
reserves in one of its attempts to involve the CIA in the Chilean 
Presidentjal elections. 

These financial and political risks might be partially offset if OPIC 
were able to yield significant development gains for less developed 
countries. .The academic. experts who testified-:-Dean Peter Gabriel, 
Boston University Graduate School of Business; Theodore Moran of 
the Broo.kings Institution; and Sean Gervasi, an economic consultant 
to the United Nations-were in agreement that as presently 'consti
tuted most OPIC insured investments are at best marginal in fostering 
economic development in the host country. The GAO study discussed 
earlier reached the same conclusion. · · 

Over three-fourtlhs of United Sta.tes corporate investment in LDC's 
occurs without OPIC insurance and a very large portion of the invest
ment which is insured by OPIC would occur even if OPIC insurance 
were not available. Thus, even if it were clear that private investment 
in the LDC'e fosters development-and this is not at a.ll cles.~PIC's 
marginal ~role jn inducing such investment is not worth the financial 
and political risks OPIC p:resen~t.o-:the United States qovernment. 
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:2, ALTERNATIVE TWO: SHOULD OPIO BE OHANGED TO A REAL DEVELOl'MENT 
AGENCY? 

One approach to refonning OPIC would be tO require it to limit 
'its insurance to those sorts of investments which clearly have a sub
stantial positive impact on the dsvelo:t,>ment of the host . country . 
.Sweden, the only country which has wntten strict development cri
teria into its insurance contracts has been unsuccessful in convincing 
.any companies to accept its criteria, even though its premium rates 
are half those of OPIC insurance.10 

An additional problem with this approach is that it is unclear 
exactly what type of private investment is most helpful to the de
velopment of the LDC's. Professional econoonists disagree·~n the im
pact of various types of private investment and their ideas change 
from time to time, Theodore Moran .and Dean Peter Gabriel both 
expressed the opinion that to the extent OPIC could influence com
panies to use management-development contracts and purchase con
tracts to obtain raw materials while allowing the host country to own 
all or most of the equity in new enterprises OPIC is a good thing. 
Unfortunately, it aprears that OPIC is unable tO persuade many 
companies to take this approach to foreign investment. Hence, this 
does not appear to be a feasible alternative. 

3. ALTERNATIVE THREE: TERMINATE Ol'IO 

Given the evidence presented the termination of OPIC merits con
-sideration. If OPIC's authorization to issue new insurance were 
:allowed to run out, as it will on December 31, 1974, without a legis
lative extension, OPIC would be unable to create additional·financisl 
and political problems for the government by issuing new policies. 
This alternative would not foresake U.S. business. Existing insurance 
oontmcts iWirtJhOPIC would remain in effect. Furtiliermore, as Stanford 
Ross, Former Assistant Tax Legislative Counsel, Department of the 
Treasury, testified, United States corporations would still~ compen
sated for losses through tax write-offs. Under existing provisions of 
the Internal Revenue Code and relevant rulings, expropriation losses 
incurred by a corporation can .be treated, upon occurrence, as deduc
tions against ordinary income and carried forward for a maximum of 
10 years. As long as the corporation suffering the loss has income 
from other sources, the Vnited States Treasury, even without an 
investment guarantee program, will share the expropriation or other 
loss, on average, with the corporation up to 48 cents on every dollar 
lost; this despite the fact that the Treasury, under other provisions 
of the Internal Revenue Code, realizes no revenue from the profits of 
foreign investment, unless or until the profit is returned to the United 
States. · 

10 The Swe«Jtsb fnsnrance contract reqnfrel! that the.fn~tor mtjst t1i&CO!Il"!lge (lfscrtndnil· 
1:1on In employment and promotfoa, e.nd wlth1n Uinlts, ~~tey-ct{) brell.lt, e;dsting ,df.strlmfnation 
pattern"Fi which eo.unteract economic ,~nd socflll &m!Jopment." It' mul!ll; recognize· emplo~ 
trade muons and neg!)tlate labor contracrtll'fn good taitb. In addition, a compe:ny shottld 
l)rovide training to Increase the employees' productivity and make possible a qnlck trans
'fer of tasks from foreign speciallsts to local personnel. Some form of compensation must be 
·provided to workers in case of mness, lay-olfs, and retirement. The InveRtor should also 
'take steps to help employees find sultsble housing, keep good nutritional and health stand· 
,ards and provide libraries and entertainment facllltles. 
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A complete termination of the investment guarantee program, after 
25 years of existence, however, would constitute an abrupt change in 
direction. Other industrialized countries, largely influenced by the 
existence of the United States program, have initiated similar guaran
tee programs of their own. None of these countries has guarantees 
outstanding of anywhere near the magnitude of tlhe U.S. program. 
Their terms vary as to the premium rates (generally lower than the 
United States) and term of coverage (generally shorter than the 
United States). Thus, an abru:pt termination of the guarantee pro
gram would remove :for Amencan corporations a :facility that has 
now become available to corporations of other countries. It, therefore, 
would seem advisable to attempt to maintain an insurance program 
which is just that--an insurance program and, as such, one which can 
best be administered by the private insurance companies. 

4. ALTERNATIVE FOUR :.A SWIFT TRANSFER OF OPIC'S INSURANCE FUNCTION 
TO THE PRIVATE SECTOR OR TO A MULTINATIONAL BODY, SUCH AS THE 
WORLD BANK 

This alternative is the most desirable because it creates a minimal 
amount of disruption to U.S. corporate investment plans while ex
tricating the U.S. Government from the political and financial risks 
created by a Government sponsored investment ~aranty program. In 
addition, private nonsubsidized politica.l rjsk msurance would be a 
neutral factor in business determination of whether to invest in an 
LDC or here in the United States. With OPIC insurance, business 
need not fully bear the risk (through nonsubsidized insurance pre
mium :payments) of the foreign investment. 

Testimony by several top insurance company executives, plus the 
factthat Lloyd's of London already has:a substantial reinsurance con
tract with OPIC, demonstrates that the private carriers are willing 
and ·able to enter the political risk insurance field. They will bring 
with them expertise in determining risks, maximizing the investment 
returns on premium payments and making intelligent business judg
ments. Private writing of political risk Insurance will dictate that 
insurance he wanted for busmess reasons-not political-and that pre
miums suffiCient to. cover the costs of the program be charged. For 
example, it is standard insurance practice to rate risks according to 
how hazardous they are considered to be. A decision by private in
surers that particular countries, industries or companies are higher 
risks than others would not involve the politiGS.l connotations that are 
inherent in government decisions to that effect. · 

The legislation which created OPIC and the debate which pre.ceded 
it make it clear that OPIC was designed to be an interim step-to 
:provide political risk insurance until private industry was ready to 
:assume the burden. The private insurance industry appears now to be 
ready and the Committee recommends that OPIC be required to 
turn over the major portion of future policies to the private sector-or 
if it proves feasible, a multinational body Pc-by a date certain. · 

. . . 
11 To date, the World Bank has not received a 'positive response outside the United States 

to its proposal for a multtna·ttonal pollttcal risk insurance program. 
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OPIC argues that a date certain willhinder its ability to negotiate 
with the private companies, but this argument is specious. There are 
several hundred United States insurance companies which insure 
property loss and which have a capability of :formmgconsortia thereby 
providing a competitive market. Competition between the consortia 
for political risk insurance contracts should keep down the price of 
:Such insurance. Moreover, the Committee is recommending that OPIC 
phase out of writing direct insurance by December 31, 1980. This is a 
reasonable time in which to achieve this objective and will adequately 
test the willingness of both OPIC and the private insurance com
panies to accomplish what they both profess: a desire to have the 
direct insurance program 100% administered under private auspices. 
The Committee recognizes, however, that OPIC may need to con
tinue as a reinsurer. 

In late August, OPIC met with a private insurance company con
sortium in San Francisco to discuss private participation in both 
OPIC's present and :future portfolios. The private companies 
expressed a willingness to assume a maj.ority of OPIC's outstanding 
inconve1tibility and expropriation portfolio and a majority of its 
:future incouveitibility and expropriation contracts. They expressed 
hesitance about writing war risk insurance, apparently because of an 
!!-dverse experience with war risk insurance at the time of the Spanish 
American War. However, the ()ommittee is confident that OPIC 
will be able to convince companies to write war risk insurance. War 
risk insurance, as reported in detail above, has been OPIC's biggest 
moneymaker, netting $55 million in "profits" :for the Corporation. 
This. record, if examined carefully. by the private companies, should 
make war risk insurance 111ppeal~ng ·to them. 

If, this record of profit notwithstanding, the resistance to writing 
war risk insurance persists, '0PIC might arrange to phase out its 
degree of participation in new war risk contracts more slowly than in 
the other two areas. This would give OPIC more time to market the 
harder-to-sell war risks coverage to the private companies. 

The Committee concludes that even if it ·is not feasible· for the 
priVlate insurance companies to assume 100 •percent of the direct rwrit· 
mg of political risk insurance by December 31, 1980, the United States 
should discontinue the direct writing of political risk insurance by 
that date. 

As OPIC withdraws from writing new political risk insurance, the 
size of the agency will shrink. Its direct finance programs are not large 
-enough to warrant the continuation of a separate agency and the 
Committee recommends thrut they be shifted elsewhere or discontinued. 
:Specifically, the current OPIC obligations under the Investment Guar
antee Program should be transferred to the Agency for International 
Development. No new ~arantees should be issued because sufficient 
protection agai?-st polit~c!tl risk is provided by t'!te insurance J?rog~am 
:and the Committee beheves that msurance agamst commercial nsks 
s'!tould ~ undertaken by private companies, not by United States for
eign assistance programs. The Treasury could be the fiscal agent for 
oollecting OPIC's outstanding loans, after which the remaining re
serves would be recovered into the Treasury. 
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The Direct Investment Program should be shifted to AID along 
with the Speci&l Activities Programs (Foreign Assistance Act§ 234 
(e)). AID is experienced in direct aid programs and, because of its 
substantial resources, better able to handle them than is OPIC. 

The Al!rieultural Credit and Self-Help Program. should be shifted 
into Ail) which has extensive experience in this ~rea. 

It is recommended that the Corperation's direet finance and loan 
guarantee programs be shifted to AID or some other agency specified, 
by the :President on or before December 31, 1979 and that after that 
date these programs be limited to investments in countries with a per 
capita income in 1973 dollars of $460 or less. · 

A review of the various alternatives to dealing with OPIC reveals 
that the best option is to require OPIC to turn its insurance of politi
cal riska over to the private sector as quickly as possible and to discon
tinue its direct finance programs or shift them to other agencies. 

I. SUMMARY oF CoNCLUSIONs 

The Committee has concluded that: 
i. The investment guarantee program admini~red by OPIC is, at 

best, only a marginal contributor to the develoJ?ment of the poorer 
countries of the world and OPIC is only a marginal stimulus to pri
vate investment in less developed countries. 

ii. The program, as presently conceived, tends to increase the like
lihood of United States Government involvement in the internal poli
tics of other countries in connection with the property interests of 
United States corporations. · 

iii. The program, as presently administered by OPIC, and previ
ously b:y its predeces..'IOr, AID, has inherent within it a conflict between 
the achievement of public policy and management by sound insurance 
principles. The result has been a large and unsatisfactory exposure of 
the good faith and credit of the U.S. Government. 

iv. To eliminate this conflict, the program should be viewed as an 
insurance program, which can and should be administered solely on 
risk management principles, preferably with the maximum participa
tion possible of the private insurance industry. 

v. With this in mind, the Committee proposes a phased transition 
in which an increasingly large proportaon of the new direct insur
ance contracts would be written by private insurance companies in 
accordance with accepted insurance principles. The private insurance 
companies are also enouraged to take as large a proportion of the 
present portfolio as they mil:rht wish. 

vi. Should it not be possible to arrive at a satisfactory agreement 
between OPIC and the private insurance industry to accomplish the 
transition to a privatelv administered insurance ;program by the date 
specified in the legislation, OPIC should discontmue issuin~ political 
risk immrance until such a time that an agreement is reached. . 

vii. I:f termination of OPIC becomes necessary, all present contracts 
should be honored. 

viii. The report suggests that OPIC should be phased into a reinsur
ance role as quickly as possible. That reinsurance role, in turn, should 
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be periodically examined by Congress. OPIC should be ,required to 
issue periodic reports to Congress on its progress toward transferring 
its various insurance functions to the private sector and to multi
national organizations and institutions. 

ix. OPIC's request for $72,000,000 in additional appropriations 
should not be granted. 

x. OPIC finance programs should be transferred to AID by Decem
ber 31, 1979. 

xi. The Committee applauds the efforts by OPIC to reduce its ex
posure in the highly sensitive extractive industries. The Committee 
feels OPIC should continue this policy and its previous policy not 
to insure the oil industry in operations prior to the refining of crude 
oil. 



V. CHANGES IN ExiSTING LAw 

In compliance with paragraph 4 of the rule XXIX of the Standing 
Rules of the Senate, changes in existing law made by the bill, as re
ported, are shown as follows (existing law proposed to be omitted 
Is enclosed in black brackets, new matter is printed in italic, existmg 
law in which no change is proposed is shown in roman) : 

The Foreign Assistance Act of 1961, as amended 

* * * * * * * 
Title IV-Overseas Private Investment Corporation 

Sec. 231. Creation, Purpose, and Policy.-To mobilize and facili
tate the participation of United States private capital and skills in 
the economic and social [progress] development of less developed 
friendly countries and areas, thereby complementing the development 
assistance objectives of the United States, there is hereby created the 
Overseas Private Investment Corporation (hereinafter called the "Cor
poration"), which shall be an agency of the United States under the 
policy guidance of the Secretary of State. 

In carrying out its purpose, the Corporation, utilizing broad criteria, 
shall undertake- · 

(a) to conduct financing, [operations] insurance, and reinsur
ance operations on a self-sustaining basis, taking into account in 
its financing operations the economic and financial soundness of 
the projects; [and the availability of financing from other sources 
on appropriate terms;] 

[(b) to utilize private credit and investment institutions and 
the Corporation's guaranty authority as the principal means of 
mobilizing capital investment funds;] ·. 

(c) to broaden private participation and revolve its funds 
through selling its direct investments to private investors when-
ever it can appropriately do so on satisfactory terms; . 

(d) to conduct its insurance and reinsurance operations with 
due regard to principles of risk management including [,when 
appropriate,] efforts to share its insurance and reinsurance risks; 

(e) to utilize, to the maximum practicable extent consistent 
with the accomplishment of its purpose, the resources and skills 
of small business and to provide facilities to encourage its full 
participation in the programs of the Corporation; 

(f) to encourage and support only those private investments in 
less developed friendly countries and areas which are sensitive 
and responsive to the special needs and requirements of their 
economies, and which contribute to the social and economic 
development of their people; 

(g) to consider in the conduct of its operations the extent to 
which less developed country governments are receptive to pri-

(43) 
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vate enterprise, domestic and foreign, and their willingness and 
ability to maintain conditions which enable private enterprise to 
make its full contribution to the development process; 

(h) to foster private initiative and competitiOn and discourage 
monopolistic practices; 

(i) to further to the greatest degree possible, in a manner con
sistent with its goals, the balance-of-payments and employment 
objectives of the United States; 

(j) to conduct its activities in consonance with the activities of 
the agency primarily responsible for administering part I and 
the international trade, investment, and financial pohcies of the 
United States Government; and 

(k) to advise and assist, within it.s field of competence, inter
ested agencies of the United States and other organizations, both 
public and private, national and international, with respect to 
projects and programs relating to the development of private 
enterprise in less developed countries and a.reas. 

"' "' "' * * * 
INSURANCE 

See. 234. Investment lnwraaee and Other lbeenti'te Programs.
The Corporation is hereby authorized to de the following. 

[(a) Investment Insvnee.-(1) To issue insurance, upon such 
te:rms and conditions as the Corporation ma.y determine, to eligible 
investors assuring protection in whole or in part against any or till of 
the follo~ risks with respect to projects which the Corporation pas 
approved-] 

(a) lnve81ment Insurance (1) The Corporation is authorized to issue 
insurance, upcm such terms and conditicms as the Corporation may 
determine, to eligible in~stors assuring protection in whole or in part 
a.gaimt any or all of the following risks with respect to projects which the 
Corporation has approved: 

(A) inability to convert into United States dollars other cur
rencies, or credits in such currencies, received as earnings or 
profits from the approved project, as repayment or return of the 
mvestment therein, in whole or in part, or as compensation for 
the sale or disposition of all or any part thereof; 

(B) losa of investment, in whole or in part,. in the approved 
project due to expropriation or confiscation by action of a foreign 
government; and , 

(C) loss due to war, revolution, or insurrection.· 
[ (2) Recognizing that major private investments in less developed 

friendly countries or areas are often made by enterprises in which 
.there is multinational participation, including significant United 
States private participation, the Corporation may make such arrange ... 
ments with foreign governments (including agencies, instrumentali
ties, or political subdivisions thereof) or with multilateral organiza
tions for sharing liabilities assumed under investment insurance for 
such investments and may in connection therewith issue insurance to 
investors not otherwise eligible hereunder: Provided, however, That 
liabilities assumed by the Corporation under the authority of this sub
section shall be consistent with the purposes of this title and that the 
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maximum share of liabilities so assumed shall not exceed the pr0-
portionate participation by eligible investors in the total projec-t 
financing.] . 

(2) Recognizing that major private investments in less developed 
friendly countries or areas are often made b17 enterprises in which there is 
multinational participation, including significant United States private 
participation, the Corporation may make such arrangements with foreign 
governments (including agencies, instrumentalities, or political sub
divisions thereof) or with multilateral organizations and institutions for 
sharing liabilities assumed under investment insurance for such invest
ments and may in connection therewith issue insurance to investors not 
otherwise eligible hereunder, except that liabilities assumed by the Cor
poration under the authority of this subsection shall· be consistent with 
the purposes of this title and that the maximum share of liabilities $0 
assumed shall not exceed the Corporation's proportional share as specified 
in subsections (a) (4) and (5) of this section. 

(3) Not more than 10 per centum of the total face amount of invest
ment insurance which the Corporation is authorized to issue under this 
subsection shall be issued to a single investor. 

(4) (A) The aggregate participation of the Corporation as insurer in 
respect of the risks referred to in paragraph (1) (A) and (B) of this 
subsection under policies issued by the Corporation each year during the 
period from January 1, 1975 through Decem"ber 31, 1979 shall not exceed, 
in any one country, 7 5 per centum of the value of all insurance in respect of 
such risks issued during such year 6y the Corporation and others to eligible 
investors uith respect to investments in such country. 

(B) It is the intention of Congress that the aggregate participation Qf the 
Corporation as insurer in respect to the risks referred to in paragraph 
(1) (A) and (B) of this subsection under policies issued by the Corporation 
each year during the period from January 1, 1978 through Dectmber 31, 
1979 shaU not exceed, in any one country, 50 per centum of the value of all 
insurance in respect of such risks issued during such year by the Corpora
tion and others to eligible investors with respect to investments in 81tch 
country. If for any reason it is not possible for the Corporation to achieve 
this objective, the Corporation shall include in detail, in its appropriate 
annual reports, the reasons for its inability to achieve this objective. 

( 0) The Corporation shaU no longer participate as insurer under 
insurance poliC'/,eS issued after December 31, 1979, in respect to the risks 
referred to in paragr_aph (a) (1) (A) and (B) of this subsection unless 
Congress by law modifies this paragraph. 

(5) (A) The aggregate participation of the Corporation as insurer in 
respect to the risks referred to in paragraph (a) (1){ 0) of this subsection 
under policies issued by the Corporation each year during the period from 
JanuanJ 1, 1976 through December 31, 1980 shall not exceed, in any one 
country, 88~ per centum of the value of all insurance in respect of such 
risk issued during such year by the Corporation and others to eligible 
investors with respect to investments in such country. 

(B) It is the intention of Congress that the aggregate participation of the 
Corporation as insurer in respect to the risks referred to in paragraph 
(a) (1) ( 0) of this subsection under policies issued by the Corporation each 
year during the period from January 1, 1979 through December 31, 1980 
shall not exceed, in any one country, 60 per centum of the value of all 
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insurance in respect of such risk issu!3d during such year by the Corpora
tion and others to eligible investors with respect to investments in such 
country. If for any reason it is not possible for the Corporation to achieve 
this objective, the Corporation shall include in detail, in its appropriate 
annual reports, the reasons for its inability to achieve this objective. 

( 0) The Corporation shall no longer participate as insurer under 
insurance policies issued after December 31, 1980, in respect of the risks 
referred to in paragraph (1) ( 0) of this subsection unless Congress by law 
modifies this paragraph. 

(6) Notwithstanding the percentage limitations of paragraphs (4) (A) 
and (5) (A) of this subsection, the Corporation may agree to assume lia
bility as insurer for any policy, or share thereof, that a private company or 
multilateral organization or institution has issued in respect of the risks 
referred to in paragraph (1) of this subsection, and neither the execution 
of S'ltch agreement nor its performance by the Corporation shall be con
sidered as participation by the Corporation in any such policy for p'ur
poses of such limitations. 

(7) The Corporation is authorized to issue, upon such terms and condi
tions as it may determine, reinsurance of liabilities assumed by other 
insurers or groups thereof in respect of risks referred to in section 234(a) 
(1). The amount of reinsurance liabilities which the Corporation may 
incur under this paragraph shall not exceed $600,000,000 times the num
ber of years from the date of enactment of this paragraph, and shall never 
exceed $12,000,000,000 in the aggregate. All such reinsurance shall 
require that the reinsured party retain for his own account specified por
tions of liability so that, before the Corporation is required to make any 
reinsurance payment, the reinsured party will absorb in any one year a 
loss equal to at least 50 per centum of the face value of all the insurance it 
has outstanding in the country in which it has issued the most insurance 
subject to reinsurance by the Corporation. All reinsurance issued by the 
Corporation shall be issued in a.businesslike manner. 

(8) On December 31, 1979, the Corporation shall cease to write or 
manage insurance issued after such date in respect to risks referred to in 
paragraph (1) (A) or (B) of this section unless Congress by law m<Jdijies 
this sentence. On December 31, 1980, the Corporation shall cease to write 
or manage the direct insurance issued after such date in respect to risks 
referred to in paragraph (1)(0) ojthis section unless Congress by law 
modifies this sentence. It shall thereafter act solely as a reinsurer except to 
the extent necessary to manage its outstanding insurance and reinsurance 
contracts and subject to the restrictions of paragraph (6) of this subsection 
any policies the Corporation assumes when private insurance companies 
and multinational organizations and institutions jail to renew their short 
term policies. 

(9) For purposes of this section, new policies include renewals and 
extensions of policies. 

(1 0) The Corporation is authorized, subject to the restrictions of para
graph (8) of this subsection, to make and carry out contracts of coin
surance and reinsurance, and agreements to associate and share risks, 
with insurance companies, financial institutions, or others, or groups 
thereof, employing the same, where appropriate, as its agent, or acting 
as their agent, in the issuance and servic·ing of insurance, the adjustment 
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of claims, the exercise of subrogation rights, the ceding and accepting 
of reinsurancl!, and in othe:r matters incident to doing an insurance 
business, and pooling and other risk-sharing arrangements with other 
national or multinational insu,rance or financing agencies or groups 
thereof, and to hold an ownership interest in any association or other 
entity established for the purposes of sharing risks under 1:nvestment 
insurance. 

(b) Investment Guaranties.-To issue to eligible investors guar
anties of loans and other investments made by such investors assuring 
against loss due to s1,1ch risks and upon such terms and conditions as 
the Corporation may determine: Provided, however, That such guar
anties on other than loan investments shall not exceed 75 per centum 
of such investment: Provided,jurther, That except for loan investments 
for credit unions made by eligible credit unions or credit union associa- · 
tions, the aggregate amount of investment (exclusive of interest and 
earnings) so guaranteed with respect to any project shall not exceed, 
at the time of issuance of any such guaranty, 75 per centum of the total 
investment committed to any such project as determined by the 
Corporation, which determination shall be conclusive for purposes of 
the Corporation's authority to issue any such guaranty: Provided 
further, That not more than 10 per centum of the total face amount 
of investment guaranties which the Corporation is authorized to issue 
under this subsection shall be issued to a single investor. 

(c) Direct Investment.-To mak-e loans in United States dollars 
repayable in dollars or loans in foreign currencies (including, without 
regard to section 1415 of the Supplemental Appropriation Act, 
1953, such foreign currencies which the Secretary of the Treasury 
may determine to be excess to the normal requirements of the United 
States and the Director of the Bureau of the Budget may allocate) to 
firms privately owned or of mixed private and public ownership upon 
such terms and conditions as the Corporation may determine. The 
Corporation may not purchase or invest in any stock in any other 
corporation, ~xcept that it may (1) accept.as evidence olindebtedness 
debt securities convertible to stock, but such debt securities shall not 
be converted to stock while held by the Corporation, and. (2) acquire 
stock through the enforcement of any lien or pledge or otherwise to 
satisfy a previously contracted indebtedness which would ·otherwise 
be in default, or as the result of any .Payment under any contract of 
insurance or guaranty. The Corporation shall dispose of any stock it 
may so acquire as soon as reasonably feasible under the circumstances 
then pertaining. · 

No loans shall be made under this section to finance operations for 
mining or other extraction of any deposit of ore, oil, gas, or other 
mineral. . 

(d) Investment Eneouragement.-To initiate and support through 
financial participation, incentive grant, or otherwise, and on such terms 
and conditions as the Corporation may determine, the identification, 
assessment, surveying and promotion of private investment oppor
tunities, utilizing wherever feasible and effective the facilities of private 
organizations or private investors: Provided, however, That the Cor
poration shall not finance surveys to ascertain the existence, location, 
extent or quality, or to determine the feasibility of undertaking opera
tions for mining or other extraction, of any deposit of ore, oil, gas, 
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or other mineral. In carrying out this authority, the Corporation shall 
coordinate with such investment promotion activities as are carried 
out by the Department of Commerce. 

(e) Special Activities.-To administer and manage special proj
ects and programs, including programs of financial and advisory sup
port which provide private technical, professional, or managerial 
assistance in the development of human resources, skills, technology, 
capital savings and intermediate financial and investment institutions 
and cooperatives. The funds for these projects and programs may, 
with the Corporation's concurrence, be transferred to it for such pur
poses under the authority of section 632(a) or from other sources, 
public or private. · 

Sec. 235. Issuing Authority, Direct Investment Fund and Re
. serves.-(a)(l) The maximum contingent liability outstanding at any 
one time pursuant to insurance issued under section 234(a) shall not 
exceed $7,500,000,000. 

(2) The maximum contingent liability outstanding at any one time 
pursuant to guar~nties issued under section 234(b) shall not exceed 
m the aggregate $750,000,000, of which guaranties of credit union 
investment shall not exceed $1,250,000: Provided, That the Corpora
tion shall not make any commitment to issue any guaranty which 
would result in a fractional reserve less than 25 per centum of the 
maximum contingent liability then outstanding against guaranties 
issued or commitments made pursuant to section 234(b) or simil.ar 
predecessor guaranty au.thority. 

(3) The Congress, in considering the budget programs transmitted 
by the President for the Corporation1 pursuant to section 104 of the 
Government Corporation Control Act, as amended, may limit the 
obligations and contin~?;ent liabilities to be undertaken under section 
234 (a) and (b) as well as the use of funds for operating and admin-
istrative expenses. · 

(4) ·The autlwrity of section 234(a) shall continut until December 31, 
1980. However, if the Corporation does not at any time meet tlte percentage 
limitations of subsection (a)(4)(A) or (a)(6)(A) of seetion t34, it shall 
cease issuing any new insurance policies on tltose ·types (jj _political 
risk for which the percentage specified has not been reached, except 

· coinsurance and reinsurance policies necessary to meet such limitations. 
Upon meeting tltose limitations, the Corporation may resume issuing 
new insurance in accordance witlt tltis title. 

(b) There shall be established a revolving fund, known as the 
Direct Investment Fund, to be held by the Corporation. Such· fund 
shall consist initially of amounts made available under section 232, 
shall'be available for the purposes authorized under section 234(c), 
shall be charged with realized losses and credited with realized gains 
and shall be credited with such additional sums as may be transferred 
to it under the provisions of section 236. 

(c) There shall be established in the Treasury of the United States 
an insurance and guaranty fund, which shall ha~e separate accounts .to 
be known as the Insurance Reserve and the Guaranty Reserve, which 
reserves shall be available for discharge of liabilities, as provided in 
section 235(d), until such time as all such liabilities have been dis
charged or have expired or until all such reserves have been expended 
in accordance with the provisions of this section. Such fund shall be 
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funded by: (I) the funds heretofore available to discharge liabilities 
under predecessor guaranty authority (including housing guaranty 
authorities), less both the amount made available for housing guaranty 
programs pursuant to section 223(b) and the amount made available 
to the Corporation pursuant to sectioJl 234(e); and (2) such sums as 
shall be appropriated pursuant to section 235(f) for such purpose. The 
allocation of such funds to each such reserve shall be determined by 
the Board after consultation with the Secretary of the Treasury. Addi
tional amounts may thereafter be transferred to such reserves pursuant 
to section 236. 

(d) Any payments made to discharge liabilities under investment 
insurance and reinsurance issued under section 234(a) or under similar 
predecessor guaranty authority shall be paid first out of the Insurance 
Reserve, as long as such reserve remains available, and thereafter out 
of funds made available pursuant to section 235(f). Any payments 
made to discharge liabilities under guaranties issued under section 
234(b) or under similar predecessor guaranty authority shall be paid 
first out of the Guaranty Reserve as long as such reserve remains 
available, and thereafter out of funds made available pursuant to 
section 235(f). 

(e) There is hereby authorize4 to ~e tran~ferred to the Corporation 
at Its call, for the purposes speCified rn sectiOn 236, all fees and other 
revenues collected under predecessor guaranty authority from Decem
ber 31, 1968, available as of the date. of such transfer. ' 

(f) There is herebY. authorized to be appropriated to the Corpora
tion, to remain available until expended, such amounts as may be 
necessary from time to time to replenish or increase the insurance and 
guaranty fund, to discharge the liabilities under insurance, reinsurance 
and guaranties issued by the Corporation or issued under predecessor 
guaranty authority, or to discharge obligations of the corporation 
purchased by the Secretary of the Treasury pursuant to this sub
section. However, no appropriations to augment the Insurance Reserve 
slwll, be made until the Insurance Reserve is at a level below $S5,()()(),000. 
Any appropriations to augment the insurance reserves shall then only be 
made etther P'l':.rsuant to specific authorization enacted after the date of 
enactment of . the Overseas PrirJate Investment Corporation Amendments 
Act, . or to satisfy the full faith and credit provision of section 237 (c). In 
order to discharge liabilities under investment insurance, or reinsurance 
the Corporation is authorized to issue from time to time for purchase by the 
Secretary of the Treasury its notes, debentures, bonds, or other obligations; 
but the aggregate amount of such obligations outstanding at any one time 
shall not exceed 1100,000,000 which shall be repaid within one year of the 
date of issue. Such obligations shall bear interest at a rate determined by . 
the Secretary of the Treasury, taking into consideration the current average 
market yield on outstanding marketable obligations of the United States of 
comparable maturities during the month preceding the issuance of such 
obligations. The Secretary of the Treasury i8 hereby authorized and directed 
to purchase any obligation of the Corporation issued hereunder. 

Sec. 236. Income and Revenues.-In order to carry out the pur
poses of the Corporation, all revenues and income transferred to or 
earned by the Corporation, from whatever source derived, shall be 
held by the Corporation and shall be available. to carry out its pur
poses, including without limitation-
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(a) payment of all expenses of the Corporation, including 
investment promotion expenses; 

(b) transfers and additions to the insurance or guaranty re
serves, the Direct Investment Fund established pursuant to sec
tion 235, and such other funds or reserves as the Corporation may 
establish, at such time and in such amounts as the Board may 
determine; and 

(c) payment of dividends, on capital stock, whic4 shall con
sist of and be paid from net earnings of the Corporation after 
payments, transfers, and additions under subsections (a) and (b) 
hereof. 

See. 237. General Provisions Relating to Insuranee and Gnaranty 
Programs.-(a) Insurance, guaranties and reinsurance issued under 
this title shall cover investment made in connection with projects in 
any less developed friendlv country or area with the $Overnment of 
which_the President of the VUnited States has agreed to mstitute a pro
gram for insurance, guaranties or reinsurance. 

(b) The Corporation shall determine that suitable arrangements 
exist for protecting the interest of the Corporation in connection with 
any insurance, guaranty or rein8Urance issued under this title, including 
arrangements concerning ownership, use, and disposition of the 
currency, credits, assets, or investments on account of which payment 
under such insurance, guaranty or reinsurance is to be made, and any 
right, title, claim, or cause of action existing in connection therewith, 

(c) All guaranties issued prior to July 1, 1956, all guaranties issued 
under sections 202(b) and 413(b) of the Mutual Security Act of 1954, 
as. amended, all guaranties heretofore issued pursuant to rrior guar
anty authorities repealed by the Foreign Assistance Acto 1969, and 
all msurance reinsurance and guaranties issued pursuant to this title 
shall constitute obligations in accordance with the terms of such in
surance, reinmrance or guaranties, of the United States of America 
and the full faith and credit of the United States of America is hereby 
pledged for the full payment and performance of such obligations. 

[(d) Fees shall be charged for insurance and guaranty coverage i;n 
amounts to be determined by the Corporation. In the event fees to be 
charged for investment insurance or guaranties are reduced, fees to be 
paid under existing contracts for the same type of guaranties or in
surance and for similar guaranties issued under predecessor guaranty 
authori_:t,y may be reduced.] 

(d) Fees shall be chargiil for insurance guaranty and reinsurance 
coverage in amounU5 to be determined by the Corporation. In the event fees 
charged for investment insurance guarantia, or reinsurance are reduced, 
fees to be paid under e:cisting policys for the same type of insurance 
guaranties or reinsurance is8Ued under predecessor guaranty authority 
may be reduced. 

(e) No insurance, reinsurance or guaranty of any equity investment 
shall extend beyond twenty years from the date of insurance. 

(f) No insurance or guaranty issued under this title shall exceed 
the dollar value, as of the date of the investment, of the investment . 
made in the project with the approval of the Corporation plus interest, 
earnings or profits actually accrued on said investment to the extent 
provided by such insurance or guaranty. 
Notwithstanding the foregoing, the Corporation shall limit the amount of 
direct insurance and reinsurance issued by it under section 234(a) so 
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that risk of loss as to at least ten per centum of the total investment of the 
insured or its affiliates in the project is borne by the insured or such 
affiliates on the date the insurance is issued. 
[(~)No payment may be made under any guaranty issued pursuant 

to th1s title for any loss arising out of fraud or misrepresentation for 
which the party seeking payment is responsible.] 

(g) No payment may be made under any guaranty insurance or rein
surance issued pursuant to this title for any los11 arising out of fraud or 
misrepresentation for 'Which the party seeking payment is responsible. 

(h) Insurance, reinsurance or guaranties of a loan or equity invest
ment of an eligible investor in a foreign bank, finance company, or 
other credit institution shall extend only to such loan or equity invest
ment and not to any individual loan or equity investment made by 
such foreign bank, finance company, or other credit institution. 

(i) Claims arising as a result of insurance, reinsurance or guaranty 
operations under this title or under predecessor guaranty authority 
may be settled, and disputes arising as a result thereof may be arbi
trated with the consent of the parties, on such terms and conditions 
as the Corporation may determine. Payment made pursuant to any 
such settlement, or as a result of an arbitration award, shall be final 
and conclusive notwithstanding any other provision of law. 

(j) Each guaranty contract executed by such officer or officers as 
may be designated by the Board shall be conclusively presumed to be 
issued in compliance with the requirements of this Act. 

(k) In making a determination to issue insurance, guaranties or 
reinsurance under this title, the Corporation shall consider the possible 
adverse effect of the dollar investment under such insurance, guaranty 
or reinsurance upon the balance of payments of the United States. 

Sec. 238. Definitions.-As used in this title--
(a) the term "investment" includes any contribution of funds, 

commodities, services, patents, processes, or techniques, in the 
form of (1) a loan or loans to an approved project, (2) the pur
chase of a share of ownership in any such project, (3) participa
tion in royalties, earnings, or profits of any such project, and (4) 
the furnishing of commodities or services pursuant to a lease or 
other contract. 

(b) the term "expropriation" includes, but is not limited to, any 
abrogation, repudiation, or impairment by a foreign government 
of its own contract with an investor with respect to a project, 
where such abrogation, repudiation, or impairment is not caused 
by the investor's own fault or misconduct, and materially ad
versely affects the continued operation of the project; 

(c) the term "eligible investor" means: (1) United States 
citizens; (2) corporations, partnerships, or other associations 
including nonprofit associatiOns, created under the laws of the 
United States or any State or territory thereof and substantially 
beneficially owned by United States citizens; and (3) foreign 
corporations, partnerships, or other associations wholly owned by 
one or more such United States citizens, corporations, partner
ships, or other associations: Provided, however, That the eligibility 
of such foreign corporation shall be determined without regard to 
any shares, in aggregate less than 5 per centum of the total issued 
and subscribed share capital, held by other than the United States 
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owners: Provided further, That in the case of any loan investment 
a final determination of eligibility may be made at the time the 
insurance or guaranty is issued; in all obher cases, the investor 
must be eligible at the time a claim arises as well as at the time 
the insurance or guaranty is issued; and 

(d) the term "predecessor guaranty authority" means prior 
guaranty authorities (other than housing guaranty authorities) 
repealed by the Foreign Assistance Act of 1969, section 202(b) 
and 413(b) of the Mutual Security Act of 1954, as amended, and 
section lll(b)(3) of the Economic Cooperation Act of 1948, as 
amended (exclusive of authority relating to informational media 
guaranties.) 

See. 239. General Provisions and Powers.-(a) The Corporation 
shall have its principal office in the District of Columbia and shall be 
deemed, for purposes of venue in civil actions, to be resident thereof. 

(b) The President shall transfer to the Corporation, atsuch time as 
he may determine, all obligations, assets and related rights and re
sponsibilities arising out of, or related to, predecessor programs atid 
authorities similar t..o those provided for in section 234 (a), (b), and 
(d). Until such transfer, the agency heretofore responsible for sueh 
predecessor programs shall continue to administer such assets and 
obligations, and such programs and activities authorized under this 
title as mny be determined by the President. On December 81, 1979, 
the Corporation shall cease operating the program auflwrized by sections 
234. (b) tkrough (e) and section 240. Th.e:rea.fter, the President is authorized 
to transfer such programs, and all obligations, assets and re/.c,ted rights, 
and responsibilities arising out of, or re/.c,ted to, such programs to other 
agencies ~f the United States. Thereafter these programs shall be limited 
to CO'ltntries uith per capita income of $450 or less in 1973 <kUars. 

(c) The Corporation shall be subject to the applicable pr.ovisions 
of the Government Corporation Control Act, except as otherwise 
provided in this title. 

(d) To carry out the purposes of this title, the Corporation is au
thorized to adopt and use a corporate seal, which shall be judicially 
noticed; to sue and be sued in its corporate name; to adopt, amend, 
and repeal bylaws governing the conduct of its business and the per
formanee of the powers and duties granted to or imposed upon it by 
law; to acquire, hold or dispose of, upon such terms and conditions as 
the Qorpora~ion m':y determine, !1-ny property, .real, p~rsonal, or mixed, 
tang1ble or mtaDgJ.ble, or any mterest therem; to mvest funds de
rived from fees and other revenues in obligations of the United States 
and to use the proceeds therefrom, including earnings and profits, as 
it shall deem appropriate; 1f> inde~nif,r. c;tirectors, officers,. employe~s 
and agents of the Corporation for hab1lities and expenses mcurred m 
connection with their Corporation activities; to require bonds of offi
cers, employees, and agents and pay the premiums therefor; notwith
standing any other provision of law., to r~present itself or to contract 
for representation in all legal and arbitral proceedings; to purchase, 
discount, rediscount, sell, and negotiate, with or without its endorse
ment or guaranty, and guarantee notes, participation certificates, and 
other evidence of indebtedness (provided that the Corporation shall 
not issue its own securities, except participation certificates for the 
purpose of carrying out section 231 (c)); to make and carry out such 
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contracts and agreements as are necessary and advisable in the conduct 
of its· business; to exercise ·the priority of the Government of the 
United States in collecting debts from bankrupt, insolvent, or dece
dents' estates; to determine the character of and the necessity for its 
obligations and expenditures, and the manner in which they shall be 
incurred, allowed, and paid, subject to provisions of law specifically 
applicable to Government corporations; and to take such actions as 
may be necessary or appropriate to carry out the powers herein or 
hereafter specifically conferred upon it. 

(e) The Auditor-General of the Agency for International Develop
ment (1) shall have the responsibility for planning and directing the 
execution of audits, reviews, investigations, and inspections of all 
phases of the Corporation's operations and activities and (2) shall con
duct all security activities of the Corporation relating to personnel and 
the control of classified material. With respect to his responsibilities 
under this subsection, the Auditor-General shall report to the Board. 
The agency primarily responsible for administering part I shall be 
reimbursed by the Corporation for all expenses· incurred by the 
Auditor-General in connection with his responsibilities under this 
subsection. 

(f) In order to further the purposes of the Corporation there shall 
be established an Advisory Council to be composed of such representa
tives of the American business community as may be selected by the 
Chairman of the Board. The President and the Board shall, from time 
to time, consult with such Council concerning the objectives of the 
Corporation. Members of the Council shall receive no compensation for 
their services but shall be entitled to reimbursement in accordance 
with section 5703 of title 5 of the United States Code for travel and· 
other expenses incurred. by them in the performance of their functions 
under this section. 

[(g) Except for the provisions of this title, no other provision of 
this or any other law shall be construed to prohibit the operation in 
Yugo8lavia or R6mania of the programs authorized by this title, if 
the President determines that the operation of such program in such 
country is important to the national interest.] 

Sec. 240. Agrieultural Credit and Self-Help Community Devel
opment Projects.-(a) It is the sense of the Congress that in order 
to stimulate the participation of the private sector in the economic 
development of less developed countries in Latin America, the author
ity conferred by this section should be used to establish pilot programs 
in not more than five Latin American countries to encourage private 
banks, credit institutions, similar private le~ding organizations, coop
eratives, and private nonprofit development anizations to make 
loans on reasonable terms to organized groups an individuals residing 
in a community for the purpose of enabling such groups and individ
uals to carry out agricultural credit and self-help community devel
opment projects for which they are unable to obtain financial assistance 
on reasonable terms. Agricultural credit and assistance for self
help community development projects should include, but not be lim
ited to, material and such projects as wells, pumps, farm machinery, 
improved seed, fertilizer, pesticides, vocational training, food industry 
development nutrition projects, improved breeding stock for farm 
animals, sanitation facilities, and looms and other handicraft aids. 
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(b) To carry out the purposes of subsection (a), the Corporation 
is authorized to issue guaranties, on such terms and conditions as it 
shall determine, to private lending institutions, cooperatives, and pri
vate nonprofit development organizations in not more than five Latin 
American countries assuring against loss of not to exceed 25 per 
centum of the portfolio of such loans made by any lender to organized 
groups or individuals residing in a community to enable such groups 
or individuals to carry out agricultural credit and self-help commu
nity development projects for which they are unable to obtain financial 
assistance on reasonable terms. In no event shall the liability of the 
United States exceed 75 per centum of any one loan. 

(c) The total face amount of guaranties issued under this section 
outstanding at any one time shall not exceed $15,000,000. Not more 
than 10 per centum of such sum shall be provided for any one institu-
tion, cooperative, or or~anization. ' 

(d) The Inter-Amencan Social Development Institute shall be 
consulted in developing criteria for making loans eligible for guaranty 
coverage under this section. 

(e) The guaranty reserve established under section 235(c) shall be 
available to make such pa:yrnents as may be necessary to discharge 
liabilities under guaranties Issued under this section. 

(f) Notwithstanding the limitation contained in subsection (c) of 
this section, foreign currencies owned by the United States and deter
mined by the Secretary of the Treasury to be excess to the needs of 
the United States may be utilized to carry out the purposes of this 
section, including the discharge of liabilities incurred under this sub
section. The authority conferred by this subsection shall be in addition 
to authority conferred by any other provision of law to implement 
guaranty programs utilizing excess local currency. 

(g) The Corporation shall, on or before January 15, 1972, make a 
detailed report to the Congress on the results of the pilot programs 
established under this section, together with such recommendations as 
it may deem appropriate. 

[(h) The authority of this section shall continue until December 31, 
·1974.] 

See. 240A. Reports to the Congress.-(a) After the end of each 
fiscal year, the Corporation shall submit to the Congress a complete 
and detailed report of its operations during such fiscal year. 

. [(b) Not later than March 1, 1974, the Corporation shall submit to 
the Conwess an analysis of the possibilities of transferring all or part 
of its activities to private United States citizens, corporations, or other 
associations.] 

(b) Not later than January 1, 1976, the Corporation shall submit . 
to the Congress an analysis of the possibilities of transferring aU of its 
activities to private insurance companies, multilateral organizations 
and institutions, or other entities. 



VI. MINORITY VIEWS 

We agree that the objective sought by the Committee's majo~ity to 
increase the participation of private insurers in the OPIC mvest
ment insurance program is worth while Ml~ should ~ J!Ursued. How
ever, the bill recommended by the Comi?Ittee's ma_Jonty woul~ not 
achieve this objective. On the contrary, It would discourage pnvate 
insurance companies .from participating on. the scale .and terms ~e
quired, thereby ensurmg the early termmation of the mvestment In
surance program rather than transforming it into an effective private 
enterprise. 

The OPIC insurance program has bolstered the competitive posi
tion of the U.S. while complementing our official development assist
ance programs. In more than two decades of operation under OPIC 
and predecessor agencies, the insurance program has earned more in 
user premium payments than it has spent in claims payments and 
operating costs. Despite theories to the contrary, it has mitigated 
rather than caused inter-governmental political conflict over the ex
propriation of U.S. investments. 

1Ve are dealing with a complex and technicar subjoot, involving 
many millions of dollars of investment in numerous developing coun
tries. The creation of a government-obusiness partnership is not sus
ceptible .to a rigidly constructed legislated mandate, based upon rather 
limited and inadequate hearings on some of the sensational aspects of 
U.S. foreign investment in developing countries. Sensationalism must 
not be permitted to obscure or to distract from substantive fact and 
constructive J?Olie_y in so vital a matter. 

The majonty does not advance its proposal as a promising idea to 
be tested, 'hut as a fiat, enforced by the threat of automatic termination 
of the .Program. The majority rejects the course of cautious experi
mentatiOn- toward private participation, which was urged both by 
Executive Branch wi1messes 'and several inS'llrance industry 
representatives. 

While we share the majority's hope that a partnership of the gov
ernment and the private insurance mdustry can be made to work in 
the overseas investment field, as in several domestic fields, we cannot 
see how the hope could be realized under the conditions the Commit
tee's majority have prescribed. There is no assurance, for example, 
that the private insurance companies will make the long-term com
mitments that long-term investment requires. Nor is there assurance 
that the private insurers will accept more than a small fraction of the 
risks now taken by OPIC. Hence to condition the continuance of 
OPIC on these uncertainties is tantamount to an early death. 

The potential cost of early termination, we believe, has not been 
fully considered in the majority's approach. To cripple or destroy the 
OPIC investment insurance program would be costly to both the 
United States and developing countries. It would reduce U.S. private 
investment and its developmental benefits in these countries. This 

(55) 
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would be a needless additional blow to poor countries already reeling 
:from increased import bills :for oil, petrochemicals, and food, burdens 
which threaten to exceed their total :foreign aid receipts. It would be 
equally unwise to weaken this instrument o:f our :forei~ economic 
policy now when our own growing needs for raw materials may re
quire new and innovative investments in developing countries. 

The Commi~tee m~jority's pro_posals are based upon n~gative. views 
of overseas pnvate mvestment, in general, and OPIC, m particular, 
contained in the report o£ its Subcommittee on Multinational Corpora
tions. We must disassociate ourselves from certain of its findings and 
recommendations. We do not believe the evidence presented at the 
hearings and from other sources support several of the conclusions 
reached. 

The main issues as outlined in the majority report, are these: 

I. DoES THE INVESniENT INSURANCE PRoGRAM AssisT EcoNOMIC 
DEVELOPMENT IN THE LESs-DEVELOPED CouNTRIEs? 

The question breaks down into two issues : (a) does the insurance 
program constitute a significant incentive to corporate investment 
abroad? (b) does foreign private investment assist the economic de-
velopment of the low-income cow:¢ries ~ . 

A. As to the first issue, the Subcommittee's report contends that 
OPIC insurance is a very marginal factor. in the inves~ment decision
making process. OIHC officials and other witnesses speaking on behalf 
o:f the investing corporations testified that many si~cant invest
ments would not have occurred i:f OPIC insurance or fillancing had not 
been available. In generalizing, witnesses repeatedly stated that OPIC 
insurance was an important factor in many investment decision
making cases, sometimes a crucial factor and sometimes a minor 
consideration. 

Paul Oreffice, Financial Vice-President of the Dow Chemical Cor
poration, testified: "We did not make investments because A.I.D. {now 
OPIC) insurance was available, but if A.I.D. insuranoe had not 'been 
a'vailable, we probably would not hame made the investments." (Em
phasis added. See Subcommittee hearings on . OPIC, Part 3, page 
326.) 

A 1971 Business International survey found that 93% of the re
sponding companies said investment insurance was either necessary 
or desirable, including 46% who believed that insurance was essential 
:for their decisions to invest in less-developed countries. 

Evidence that insurance is important is the :fact that OPIC's pre
miums are equal to 10 to 15% o:f expected annual return o:f investment; 
it :follows that i:f corporate officials decide to pay these high premiums 
it is because they consider the insurance important. OPIC's insurance 
premiums are relatively expensive; in fact, three times that o:f OPIC's 
Japanese and German counterparts. 

Historically, there is no doubt th~t investment insurance had a 
ground-breaking ro]e in encouraging U.S. companies to go into Korea 
and Indonesia. This is being repeated in newer countries 'today. Thus, 
we believe OPIC's program clearly does constitute a significant in
centive to investment. 

B. The second sub-issue is: Does foreign private investment pro
mote the development of the low-inoome countries? 
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Secretary of State Henry Kissinger pointed out in a letter to the 
Subcommittee on Multinational Corporations: · 

Our review thus far has reaffirmed our belief that private 
foreign investment contributes vitally to the international de
velopment process. The Subcommittee has surely had access 
to the Pearson and Peterson Reports and to the many other 
reports sustaining this belief from the UN, the World Bank, 
and the OECD as well as U.S. Government studies. 

The Committee received considerable testimony that private invest
ment is an important contributor to development. Yet the report fails 
to record this fact. Moreover, the report misconstrues the fiiidings of 
the General Accounting Office on this subject. 

The Subcommittee report leaves the impression that there was great 
doubt about whether :foreign investment contributes to development 
lar~eJy, it see!llS, on the theor:r. tp.at foreign private i~vestment 4oes not 
sufficiently aid the poorest Citizens of the developmg countnes. We 
would not argue that private foreign investment can be a substitute for 
foreign aid, or can a.ccomplish miraCles in the :face of maladministra
tion and subsistence agriculture. But it is a highly useful complement 
to other forms of aid. Public aid :for agricultural development, for 
exa~:ple, cannot be :fully ~ffective without complementary inputs of 
:fertilizer, tools, and hybrid seeds, all the products of J?l'lvate enter
prise. For example, Dean Peter Gabriel of Boston Umversity testi
fied: "To the extent therefore, that industrialization in the less-de
veloped countries depends on private resources and capabilities from 
abroad, private investment has a vital function to perform and should 
be encouraged." 1 

. 

OPIC subjects each project to a detailed analysis of its develop
mental impact on the host countcy. The GAO study 2 applied OPIC's 
development analysis criteria, adopted in mid-1972, to 17 projects 
which were insured before the adoption of the criteria. The GAO 
study gave these old projects a total of 64 "good" or "acceptable" rat
ings as compared with 24 "adverse" ratings on various development 
impact :factors. 

We note, too, that the Congressional Research Service ( CRS) re
ports (page 25), states that "the U.S. program shows all the charac
terists of the 'development-oriented' approach." The CRS report said 
(page 53): 

It should be noted that while the trend is in the direction of 
low-risk projects, both the in8Urance and finance programs 
still do have substantial de'velopmentat impaet. OPIC offi
cials are required to submit detailed developmental effects 
statements with every insurance or finance project involving 
$1 million or more of OPIC's money. These statements, which 
are obtained from the applicant and other sources, include the 
following categories: Foreign exchange, domestic revenue, 
tariff protection on products, local capital mobilization, local 

1 In a subsequent letter to OPIC, tbe substance of which was made part of .the Committee 
record, Dean Gabriel saKI, "l, fop one, continue to believe that the foreign private corpora
tion has an absolutely vital function to perform In the process of economic devel<;>pn'lent." 

• General Accounting Office Study of July 16, 1973, entitled "Management of Investment 
Insurance, Loan Guarantees, and Claim Payments by tbe Overseas Private Investment 
Corporation." · · 

• Congressional Research Service report of September 4, 1973 entitled "The Oversetlll 
Private lnveatment Corporation: A Critical Analysis." 
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market prices of the products, effect on existing local produ
cers of the products, effect on local suppliers and/or down
stream industries, and employment and skill creation. All 
projects require host go'i'ernment approval, which_ includes 
an assessrnent by the host governmeht of the proJect's eco
nomic impact. From January 1971 to May 1973, eight proj
ects worth $3.1 million were rejected by OPIC because they 
lacked proper development effects for the host country. Thir
teen worth $5.6 million were rejected because they lacked host 
country approval. (Emphasis added) 

It is instructive to note the findings of the House Subcommittee on 
Foreign Economic Policy in this question: "A general consensus 
among the witnesses who testified before the Subcommittee, and among 
the individuals interviewed by the Subcommittee's study mission was 
that the bulk of private foreign investment can and does comprise a 
useful development tool, but that the type of investment, and the 
terms and conditions of such investment in the future will have to take 
account of strongly held views in the developing countries." 

It is an important fact that OPIC is selective-the program weeds 
out undesirable projects that might be harmful to the mterests of 
developing countries, to U.S. employment and our balance-of-pay
ments. Thus, the program not only constitutes a significant incentive 
for projects selectively approved; it also constitutes a significant 
disincentive for projects denied coverage. 

We conclude that the weight of the evidence clearly indicates that 
private investment generally contributes to the development of poorer 
countries, and is a valuable complement to government-to-government 
aid. 

II. DoEs THE EXISTENCE oF THE INVESTMENT INsURANCE PRoGRAM 
ADMINISTERED BY GoVERNMENT OR QuASI-GOVERNMENT AGENCIES 
LEAD TO A GREATER DEGREE OF INVOLVEMENT ON THE PART OF THE 
UNITED STATES IN THE INTERNAL PoLITICAL AFFAIRs oF THosE 
CouNTRIEs1 

The Subcommittee's affirmative answer to this question seemed to 
be based on logic, i.e., the greater the financial stake of the U.S. Gov
ernment through its insurance program, the greater its potential in
volvement. In fact, the weight of the evidence supports just the 
opposite conclusion. 

Witnesses before both the Senate Subcommittee and the House Sub
committee on Foreign Economic Policy testified that one of OPIC's 
principal benefits is that it provides a practical mechanism for resolv
ing investment disputes without involving the U.S. Government. 
OPIC has settled or paid nearly twenty claims in Chile without any 
government-to-government confrontation. The confrontation that has 
arisen in Chile involved major Anaconda and Kennecott equity hold
ings not insured by OPIC. 

The most prolonged international confrontation over an expropria
tion has been the International Petroleum Corporation case m Peru, 
not insured by OPIC. 
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OPIC insurance. depoliticizes disputes and focuses attention on fi
nancial matters. OPIC has shown its ability to reduce emotional, 
highly-charged sitl!ations into b~sinesslike nes:otiations yielding posi
tive results. Most mvestors proVIde OPIC with an early warnmg of 
potential problems, and consult frequently with OPIC during the 
company's negotiation with the local government. This contractual 
relationship between OPIC and the insured investor is unique, and 
has had an rmportant impact on investment disputes. 

Even without insurance, the U.S. Government has both a financial 
stake (through the 48% tax deduction for uninsured losses due to war 
or expropriation} and a political interest in foreign investments by 
U.S. companies. In his testimony before the Subcommittee, Deputy 
Assistant Secretary of State Robert Hurwitch noted in reference to 
investments insured by OPIC's predecessor, A.I.D. in Jamaica: 

I think it is entirely unrealistic to believe that were there 
not insurance in Jamaica and $500 million worth of United 
States company bauxite were nationalized, that the United 
States would not get involved. 

Regarding Jamaica, _we believe the. majo~ty draws &;veral inco:
rect oonclus10ns regardmg the operatiOn of mvestment msurance m 
that country. From these conclusions it has come to some generaliza
tions about OPIC which we believe are unjustified. 

(1) The report labels as "a major political issue between the United 
States and the Jamaican Government" a question which in fact was 
never an issue between the two governments. The hearing record 
points out that it was an issue between the Ambassador and OPIC. 
The "issue" was the result of a misunderstanding since the Ambassa
dor failed to realize that if OPIC did write any new insurance for 
Reynolds on a small ($8 million) bauxite project OPIC would reduce 
Reynolds' existing coverage. It IS incorrect to imply that OPIC's in
surance or activities were the source of strain or disputes in U.S.
J amaican relations. 

(2) The report charges that OPIC insurance "led" the former 
Ambassador into "the internal politics of Jamaica." Since the report 
acknowledges that if no insurance existed, the U.S. Ambassador would 
of course be "concerned about a half a billion dollars· of investments 
by U.S. companies," it is not clear why OPIC is held responsible for 
what the Ambassador did on his own initiative, with neither State 
Deparyment nor OPI9 rupproval. 'Dhe terms he used in pursuing his 
obJectives were repudiated by the Department of State witness at the 
hearings, who made clear that it is not U,.S. policy to intervene or 
threaten to intervene in the internal political affairs of a foreign 
country i~ defen~e of U.S. investment. A professional diplomat would 
have avoided t~Is Ambass:tdor's alleged actions. It is grossly unfair 
to draw sweepmg conclusiOns about OPIC or U.S. policy from his 
remarks. 
Fu~er, it is i~portan.t to compare the likely difference between 

~he actwns of an I~s~red mvestor and uninsured investor in respond
~ng to an expropriatiOn. In the case of the uninsured investor, there 
IS no prescribed and orderly procedure to follow in attempting .to 
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resolve the dispute. Such an uninsured investor is likely to complain 
t9 the local U.S. Embassy, the State Department, and Members of 
Congress demanding that somebody take action to protect him. 

OPIC, however, has a specialized staff and the financial resources to 
help negotiate settlements in a business-like and quiet way. As the 
CRS report pointed out (page 97): "A public corporation can main
tain a low profile, -while State Department management of the prob
lem elevates it to the diplomatic level." 

We agree with the conclusion of the CRS report (page 99) : 
Perhaps OPIC's gt:eatest asset is its ability to assist the de

veloping country and the multinational corporation in the 
final settlement of investment disputes by translating: the 
investment dispute into a new mutually acceptable busmess 
arraligement. · 

This point was made again on page 2 of the CRS report: "OPIC 
plays. a beneficial role, primarily, in the negotiation of investment 
disputes." 

It should also be noted that the Subcommittee on Foreign Eco
nomic Policy of the House Committee on Foreign Affairs agreed with 
this conclusiOn: 

The Subcommittee cc:mcurs with the consensus reached dur
ing its investigation of OPIC, that OPIC does exercise a posi
tive effect in the settlement of investment disputes. Primarily, 
the contractually ~stablished proeedures which U.S. c~rpora
tions must follow tend to d"epoliticize the investment dispute 
through insu).ating the U.S. Government by keeping the in
vestor out in front. 

Thus, it seems to us that the Report has misconstrued or overlooked 
evidence cloorly contrary to its conclusions. The record shows that 
OPIC's role in averting and settling investment disputes has been 
a most striking achievement. · . . 
OPIO's Financial OO'Tiilition 

The report suggests that OPIC is on the"brink of insolvency." This 
statement is not borne out by a realistic look at the facts. 

Barring an unforeseen catastrophic situation, OPIC reserves and 
anticipated revenues should proV'ide finMleial stabi:Lity over the long 
haul. As of December 31, 1973, OPIC had appro~imately $190 million 
available for the payment of insurance claims. In addition, OPIC's net 
income is now almost $30 million a year. 

The bulk of the claims and guaranties outstanding is represented 
by two claims OPIC has denied and which will be arbitrated: Ana
conda's claim for $154 million, and ITT's claim for $92.5 million, both 
Chile cases. . . 

Although OPIC has guaranteed claims settlements to the extent of 
about $120 million, the settlements primarily involve guaranties by 
OPIC of obligations of fol"eign. governments to make payments to 
U.S. investors whose property has been expropriated, and while some 
defaults ma;y be possible, there is no reason to assume at this point 
that these foreign government obligations will not be met. · 
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Present claims outstanding amount to only about $20 nrl,Uion. 
OPIC15 financial condition as of Deoom}ler 31,1973, showed a poaitive 
balance of over $161 million as smnm!l-rized in the following table: 

TAJLB A.-1#8Ur«Jnooprogram-Inrome aniZ /Zjsll#r8~~~~ from inOOJ>tilm tltrough 
Decem'&er 31, .l911'J 

[In millions of dollars] 

Premiums and tees (net of reinsurance costs) : 
Inception to, June 30, 1900-,--------------------------------------- 78. 2 :Viscal year 1970 _____ ._ _____________________________________ ~----- 2L 5 
F'iscal year i97L ________________ _: ______________________________ _: 2-J. 1 

Fiscal year 1972-------------------------------------------------- 26.3 
Fiscal year 19'73----------------,-------------,-----------------,--- 26. 4 
Fiscal year i914 (through Dec. 31, 1{f7:J)------,--,-------,------------ 12.7 

Total --------•--------------•--------------------------------- 189.2 Interest: Earned on premiulllS Jan. 1, 1971)-.Dec. 31, 1973--------------- 18. 6 

Total ~ipts-------------------------------------------------- 207.8 

Disbursements: 
Net claUni paid-------------------------------------------------- 1 29. 3 
Estimated administ111tive expense•------,------------------------- 1 17. 0 

Total --------------------------------------------------------- 46.3 

Excess receipts over disbursements---------"'----------.;----------.------1 161. 5 
• OPIC holdll27.7 milllon In assets as tbe rj!sult ot th!)se claim~ pa.ymenl:jJ. 
• Estimate<.l at 9 percent llf g-rp~ i!l~qr~I)C~ illCI'I!l~· 
• Does not lneh!de OPlC appropriation!. · 

'I'hus, we must rejoot the Committee majorit;y's suggeStion that 
OPIC is insolvent. ~or -this to be true, several extraordinary and 
unlikely events would have to take place. It would a~ppea.r that recent 
U.S.-Ohilaan negotiations have improved the prospect of oompensa
tion for U.S. firms there. The a.ooompanying Table B prepared by 
OPIC at our request illustrwtes the status of OP1Us :reServes a,nd sur
plus under a yariBty of assumptions. Even under the least likely set of 
assumptions (alternative four), OPIC still remains a viable institu
tion finanoially. 

TABLE B.-COMPUTATION OF AVAILABLE RESERVES AND SURPLUS 

II n millions at dollars) 

2 3 

Fisca~s)~~~:........................................ 186 172 157 
1975 ................................... ~....... 216 184 154 
1976........................................... 246 201 156 
19n ••••••••••••••••••••••••••••••••••.•••••••• 276 219 159 
1978........................................... 306 201 126 
1979........................................... 336 22~8 115038 
1980........................................... 366 55 
1981........................................... 396 282 162 
1!182........................................... 421i . 309 114 

4 

34 
31 
33 
36 
3 

15 
27 
39 
51 
64 1983........................................... 4sa m 18r 

Assumptiqns: ===;=;=:=======""===== 
Full r~~CQurse to OPIC under sat!lemant guaranties 

made is llf 1973 .. ···········-~-- ..•.. 
Net revenue at anquaUy •.••••••••••••••••• 
Claims payable tt 001) ;lllnliaiiJ .......... ~-- ••• 
50 percent arbitration claims payable in fiscal year 1974. 

No 
Yes 
N<l 
No 

+: 
No 
No 

Yes 
Yes 
~ 
No 

Yes 
Yes 
Yes 
Yes 
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0 PI 0 and the B ala!noe of Payments 
The Subcommittee report 1m plies that U.S. private investment en

couraged by OPIC adversely affects the U.S. balance of payments. Of 
course, there is an immediate outflow of dollars when some U.S. invest
ments occur. Other investments may involve only offshore funds or ex
ports of U.S. goods. However, in the long term such investments pro
duce a strongly positive net· benefit to the U.S. economy. Various 
reports support this statement: 

(1) U.S. Tariff Oommission report to the Senate Finance Oommit
tee. It found, for aU U.S. foreign investments, a positive impact of 
$3.85 billion on the U.S. balance-of-payments, and a net gain of about 
500,000 domestic jobs. 

· (2) Harvard· Business Sclwol. It found that manufacturing invest
ments in the less-developed countries cause a net positive impact of 
$800 million on the U.S. balance-of-payments and a net gain of 120;000 
U.S. jobs. 
·. (3) The ORS report (page 3). It found th'at "OPIC already has 
substantial beneficial effects on 'both the balance-of-payments and the 
employment situation." 

In March, 1972, just over a year after its founding, OPIC adopted 
a rigorous set of guidelines for analyzing the economic benefits of a 
proposed project on U.S. emplo:yment and on the U.S. balance-of
payments. OPIC's record should be reviewed by looking at cases de
cided subsequent to this significant polic~ change of March, 1972. 

The CRS Report notes (page 77) that, 'In its application screening 
process, OPIC is particularly anxious not to grant insurance to cer
tain types of investments which could be harmful to the U.S. domestic 
industrial structure. Projects which require high amounts of third
country procurement, or which may help encourage so-called runaway 
plants whose ouput is likely to be exported in substantial competition 
with present United States production causing possible domestic em
ployment displacement as well), are closely scrutmized. '' 

The CRS Report (pages 79-80) examined ten OPIC projects at 
random and found that they caused a $127 million positive U.S. capi
tal and trade flow: 

In order to present a general, although inexact, picture of 
the direot results of OPIC supported foreign investment, a 
survey contained in table II analyzes the balance-of-payments 
and employment effects of 10 of the largest issues of risk in
surance approved by OPIC in fiscal year 1972, Together these 
10 companies making investments in nine different countries 
accounted for two-thirds of all OPIC risk insurance issued in 
that year. This sample may be considered fairly representative 
since it represented investments in various types of manu
facture, mmeral extraction, and service industnes. Using the 
formula devised by OPIC and discussed above, these 10 
inv~~ments should, ov~r a 5-year period, result in a combined 
poeatlve trade and capital flows effect for the U.S. balance of 
payments of nearly $127 million and create over 3,100 domes
tic jobs1 as well as significantly helpin_g to develop resources 
and to Improve economic conditions within the host country. 
It must be noted, too, that these figures probably under
estimate the total effect, since they do not take account of 
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possible U.S. indirect exl?orts resulting, or of capital earnings 
returning to other U.S. rnvestors besides the one insured by 
OPIC. 

TABLE 11.-U.S. effects ot 10 of the Zargest foreign investments insured by OPIO 1 

1. U.S. trade effects: 
Original U.S. procurement______________________________ +73,115, 000 
Exports of production inputs--------------------------- +42, 850, 000 

Over5years----------------------------------------- +116,965,000 

Exports to United States------------------------------- -5, 600, 000 U.S. exports displaced _________________________________ _: -400, 000 

Total----------------------------------------------- -6,000,000 

Total positive trade effects over 5 years (equals 2,455 
man-years) -~------------------------------------- +110,965,000 

2. U.S. financial fiows: 
Return capital fiows over 5 years----------------------- +50, 835, 000 
Original U.S. investmenL------------------------------ -34, 095, 000 

Total positive capital 11.ows over 5 years (equals 662 
man-years) --------------------------------------- +16,740,000 

3. Total positive balance of payment effects (3,117 man-years) __ +126, 705,000 
1 Figures compiled from OPIC files made available to the Congressional Research Service. 

More evidence that OPIC helps the U.S. economy was provided in 
the GAO Report to the Subcom.riiittee. The GAO concluded that: "We 
believe that the more recent OPIC procedures if proJ?erly imple
mented, should provide reasonable assurance that U.S. rnterests are 
protected." 

The record of the hearings and independent studies show that OPIC 
programs significantly contribute to our country's economic progress 
and improved competitiveness overseas. 
OPIO's Impact on U.S. Employment 

The Subcommittee report expresses concern that OPIC is not mak
ing careful enough assessment of the impact of its investments on U.S. 
employment. Our findings on the contrary suggest that the great bulk 
of mvestments insured by OPIC are unquestionably beneficial to the 
U.S. economy and employment. This is clearly true of investments in 
local service operations and manufacturing to serve local or regional 
markets that cannot be reached competitively from a U.S. production 
base. 

OPIC has taken steps to ensure that its programs will increase, 
rather than decrease, U.S. employment. It examrnes the prospective 
impact of '8:Il investment on U.S. employment and the U.S. balance
of-payments in considering whether to insure it or not. 

Two_policies guide OPIC's screening of "runaway plant" projects: 
(1) The runaway industries' policy, which includes the requirement 

of a letter from an applicant in cases where an issue of a possible run
away plant is raised, which letter indicates that the firm will notre
export to the United States in significant amounts. 

(2) OPIC's U.S. economic impact analysis guideline requires that 
in any case where there may be significant exports to the Umted States 
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(in the case of particularly sensitive fields such as textiles, shoes, or 
consumer electronics this means any exports), there be a strong show
ing of offsetting benefits to U.S. employment and U.S. balance of 
payments. 

As we have noted, in March 1972, OPIC initiated new, more strin
gent procedures to detennine the impact of OPIC-assisted investments 
on the U.S. economy. In fact, a statement to the Subcommittee by the 
AFL-CIO made a number of recommendations which had in fact al
ready been adopted by OPIC as part of its March 1972 gllidelines. 

The ORS and the GAO concluded that OPIC has taken steps suffi
cient to protect the special interests of U.S. labor. In fact, as we have 
said, one of the primary virtues of the OPIC program is its ability to 
be selective and to deny assistance to projects which would be hannful 
to the United States or to the developing countries. We also note that 
the propo~ed Committee bill amends OPIC's statute to require the Cor
poration to take into account the U.S. employment effects of invest
ments which it assists. This provision should meet the spooial interests 
of U.S. labor, which also has a seat on OPIC's Board of Directors. 
Insuran<Je of ln'i'est-?nent in Eastern European Countries 

The majority report recommends that OPIC's authority to operate 
in Yugoslavia and Romania be repealed. This authority was just en
acted in 1972, and its repeal only two years after it was aqded would 
disrupt the succeesful trade and 'diplomatic initiatives achieved by the 
U.S. Government with these two countries. 

The recommendation is based on two inaccurate assumptions: (a) 
that Yugoslavia and Romania should not be considered less developed 
countries, and (b) that through OPIC's insurance the U.S. Govern
ment is guaranteeing compliance by Communist governments with 
their contracts with U.S. investors. In :fact under gllidelines used by 
OPIC and others, such as the ·world Bank and·the European Econom
ic Community, for determining whether a country is less-developed, 
both Yugoslavia and Romania qualify. One of OPIC's LDC criteria 
is a per capita GNP of $1,000 or less. IMF computations indicate that 
the 1972 per ca.pita GNP in Yugoslavia was $585 and in Romania ap
proximately $800. 

Further, investments OPIC insures in these countries will not typi
cally be contracts with the governments. The Subcommittee report 
reflects a misunderstanding of the investment laws of these countries. 
Enterprises in which foreign investment is insured' in Yugoslavia a,:p.d 
Romania are assured of legal autonomy from the State and OPIC's 
insurance will operate in these countries es..<;entially as it does in other 
less-developed countries. 

Of 20 companies investing or planning investments in Yugoslavia, 
16 have already applied for OPIC insurance. 
OPIO mul the United States Tampayers 

Contrary to implications of the Subcommittee Report, OPIC's pro
gram makes a great deal of sense from the U.S. taxpayer's point of 
view. Simple arithmetic and logic show that OPIC Insurance can 
save the U.S. tampayer money in the event of an uncompensated ex
propriation suffered by an American company. 
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Duril.Ig the hearings of the Subcomm. ittee, Senator Percy asked the 
following question of Mr. Stanford Ross, former Assistant Tax Legis
lative Counsel, Department of the Treasury: "Under what conditions 
can ~·firm clailn an ordinary loss deduction for an expropriated prop
erty! Can this loss be claimed if the property is covered by an OPIC 
contract for the amount of the loss'" Mr. Ross replied as follows: · 

No; the tax code allows losses only to the extent there is 
no insurance recovery. Therefore, if, say, there isa million 
dollar loss and OPIC provides $800,000, the tax loss is re
duced to $200,000. If you follow through on that example, 
let's say the tax loss produces a 50 percent tax benefit, then 
you would get another $100,000 back and your own-the 
company's net loss out of pocket would be on the order of 
$100,000 instead of a million. In that example if there had 
been no OPIC insurance the million dollar loss would have 
produced $500,000 of tax benefits and there would have been 
a $400,000 net economic loss sustained. 

Now, the difference between the five hundred, that would 
have happened in terms of tax recovery that $400,000 could 
be considered a. situation in which the OPIC loss has saved 
tax revenue and not entirely a. cost of the OPIC program as 

, long as the tax laws are as they &re. 
We conclude ~hat it is far J;~etter from the taxpa{'et:'s point of view 

for OPIC to rermburse U.S. mvestors for expropna.tiOii losses out of 
a pool to which they themselveS have contributed and built up, than 
for the taxpayers to bear the brunt of th~ loss through s. tax write-off. 
The Private Insurance Alternative 

The Committee's bill is unnecessarily rigid and thus unworkable, 
in attempting to force private insurance companies, over which Con
gress .baa no control, to accept a predetennihed formula and timets.ble. 

The bill would not convert the OPIC insura.nce progrs.m to a private 
program but could result in its quick termination if the private insur
ance companies rejected its many conditions. We believe no private 
insurer today is likE)ly to consid~r insuring political risks except on a 
trial basis, its liability binding for only two or three years and with 
stop-loss lilnits. to protect agamst catastro. tphi. · c losses. Private insur
ance companies, including Lloyds of London, have given OPIC no 
encouragement that they will msure land-based war risks. The pro
posed legislation leaves no room to meet private insurance company 
needs on this and other vital issues through negotiation. 

We remain puzzled by the unquesti&ning aooeptance in the report• of 
the idea that private mstirance companies are. eager to underwrite 
political risk&,-:...that somehow OPIC is pre,empting the U.S. private 
msuraD;Ce marbt. Testimony fi'l~ehred by the Sribc~fumittee an!J. stat~
ments Issued by several U.S. msurance compames contradict this 
thesis. . ' ' 
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Specifically, the report quotes testimony of representatives of the 
private insurance industry to give the impression that enough is al
ready known about the willingness' and ability of the industry to 
undertake OPIC's insurance functions to justify legislation which 
would compel a "swift transfer" of such functions to private 
companies. 

The complete testimony of the private insurance representatives in
dicates then support of additional study and experimentation before 
the scope and structure of private participation in OPIC's insurance 
program can be known. For example, Mr. Sherwood of Prudential 
stated (see Subcommittee hearings on OPIC Part 3 page 251): "If 
Congress is to have a firmer basis for deciding to what extent such 
activity should be left to private enterprise and what the participation 
of the Federal Government might be, more information is needed." 
Mr. Meenaghan of Fireman's Fund testified (see subcommittee hear
ings on OPIC, Part 3 page 374): "Those of us who have worked on 
this project feel that the OPIC msurance program cannot and should 
not be completely transferred to the private sector." 

On November 9, 1973, Fireman's Fund American Insurance Com
panies issued a fublic statement again indicating that private insur
ance companies 'might be willing to participate in a trial program on 
a sound fiscal basis with federal government reinsurance backup, but 
not with the knowledge that direct government participation would 
end on a specified date several years hence." 

The statement continued : · 
The recommendations • . • which are extremely specific as 

to the schedules of industry percentages, precise reinsurance 
amounts, retentions, etc., will, in our opinion, not create the 
proper atmosphere or incentive for the solicitation of private. 
participation. . · 

Even if it is workable, the le~Pslation would compromise OPIC's ne
gotiating position with the pnvate companies who would be encour.:. 
aged to raise their demands for shares of OPIC's fee. income, knowin,g 
that OPIC was required by law to make a deal with them, or termi
nate the prog:am. 

It is also hkely that private insurance companies will wish to insure 
investments in developed countries, or limit insurance to a select list 
of developing eountnes, thereby undermining OPIC's public policy 
goal of prm;noting economic de~elop~ent in developing countries: 

The detailed mandatory legislatiOn proposed by the Committee 
is not necessary to accomplish Its stated purpose because OPIC is al
ready negotiating with priyate insurance companies to establish a 
consortium which would test the concept. This consortium, OPIC has 
stated, would shift a significant portion of OPIC's present and future 
risks to the private sector, and over a two or three year experimenta .. 
tion period, test the costs and benefits of joint public-private under
writing and reinsurance arrangements. 

It is particularly important to know what, if any, costs would be 
paid in the form of surrender of public poli<Jy controls on the approval 
of projects for reasons of developmental, U.S. domestic economic, and 
other effects. 
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The Committee's re1uirements for specific legislation percenta,ges, 
target dates, and pena ties seems to suggest that OPIC has been lag
~ard or unwilling to move toward greater private sector involvement 
m its programs. This simJ>ly is not supported by the facts. In 1971, 
OPIC negotiated a quota share reinsurance arrangement with Lloyds 
of London. After a successful trial period, Lloyds' reinsurance was 
doubled in 1972 to $14 million per country. Recently, OPIC negoti
ated a new reinsurance contract with Lloyds effective beginnin~ Janu
ary 1, 1974, which significantly increases private sector participation 
in expropriation risks (including both new and existin~ insurance con
tracts in all countries). Lloyds has committed its syndicates to a three 
year reinsurance of OPIC through a first-loss $40 million dollar pool, 
where Lloyds is liable for 40% of any loss in the pool. This replaces 
the quota share arrangement, and means that Lloyds assumes in
creased amounts of expropriation risks in those countries where 
OPIC's exposure is highest (e.g., Jamaica, Korea, Brazil, and Do
minican Republic). 

We have been impressed by the attitude of OPIC's management in 
its . efforts to gain increased private participation in the program. 
We are aware that it was OPIC which first requested legislative 
authority to enter into broader risk-sharing arrangements with the 
private sector. In May, 1973, President Nixon, in his proposed Foreign 
Assistance Act of 1973, requested this broader authonty for OPIC. 
However, we cannot mandate by legislation, or even accurately predict 
at this time the extent to which private participation can be accom-
plished. . 

A trial period is needed to determine the feasibility of transferrin~ 
the program to the J?rivate sector. Private insurance companies testi
fied at the Subcommittee hearings that they must be persuaded on the 
basis of a successful trial period that it is J?rofitable for them to be 
involved in the program. Mandatory interim goals and unrealistic 
reinsurance limits, we believe, will discourage, rather than encourage, 
private participation in the OPIC program. 

RECOMMENDATIONS 

Our principal recommendations are as follows: 
( 1) We recommend that the legislation be revised to remove the 

"sudden death" penalty for not achieving the mandatory interim goal 
of 25% private participation as required by the Committee bill. This 
is an unprecedented effort to 'involve private insurance companies in 
a government program, and the goal is needlessly restrictive. It is 
possible to determine realistic and attainable goals which OPIC 
Rhould meet, and to provide for continuing Congressional oversight to 
ensure their realization. 

(2) We recommend that the reinsurance section be revised to allow 
OPIC a realistic chance of obtaining private insurance company par
ticipation. Insurance companies have emphatically stated that the 
present provisions are unacceptable. Their _Participation is volun
tary-the Congress cannot force them to participate. Under the Com
mittee bill, if the private-insurance companies do not participate to 
the full extent .of the percentages required, the program is automati
cally terminated for the coverages concerned. 
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(3) We recommend that OPIC be required to provide the Congress 
with annual reports on its I?rogress and operating experience in achiev
ing broader private participation in the insurance program. Such re
ports should particularly consider the policy and financial benefits or 
costs associated with future steps toward increased privatization. 

(4) .We recommend that the Senate continue to support East-West 
business contacts by rejecting the Committee effort to rescind OPIC 
operating authority in the less-developed countries of Yugoslavia and 
Romania. 

With ~hese changes we believe the legislation will permit reason
able latitude for negotiation with the insurance industry, and a fair 
trial of the resulting consortium before final decisions on OPIC are 
made through legislation. 

JoHN SPARKMAN. 
GALE McGEE. · 
HUBERT H. HUMPHREY. 
JACOB K. J AVITS. 
HuGH ScoTT. 
ROBER,T GRIFFIN. 
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~ VII. ADDITIONAL VIEWS OF SENATOR CASE 

~: I agree with the general thrust of the majority report of the Com
mittee on the OPIC (Overseas Private Investment Corporation) 
program. But I believe we should go further and draw the logical con
clusiOn from the facts as we found them: namely that the financial 
and political risks inherent in the OPIC program, even with the revi
sions proposed in the report, outweigh the possible benefits. Accord
ingly, I believe'that OPIC should not be extended beyond the end of 
its present term. 

The Committee found that-
"i. The investment guarantee program administered by OPIC 

is, at best, only a marginal contributor to the development of the 
poorer countries of the world and OPIC is only a marginal stimu
lus to private investment in less developed countries. 

"ii. The program, as presently conceived, tends to increase the 
likelihood of United States Government involvement in the inter
nal politics of other countries in connection with the property 
interests of United States Corporations. · 

"iii. The program, as presently administered by OPIC, and 
previously by its predecessor, AID, has inherent Within it a con
flict between the achievement of public policy and management by 
sound insurance principles. The result has been a large and 
unsatisfactory exposure of the good faith and credit of the U.S. 
Government." 

The suggestions made by the majority for a gradual shift of OPIC's 
insurance to private industry, with what I believe would be an open
ended reinsurance commitment by the United States, are in my 
opinion unrealistic and would not in my judgment accomplish the 
majority's stated purpose. 

I believe strongly that the only way to terminate the program is to 
terminate it. 

CLIFFORD P. CASE. 
(69) 

o. 
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1\intQ!,third Q:ongrtss of tht linittd ~tatts of 2lmcrica 
AT THE SECOND SESSION 

Begun and held at the City of Washington on Monday, the twenty-first day of January, 
one thousand nine hundred and seventy-four 

2ln 2lct 
To amend the title of the Foreign Assistance A.ct of 1961 concerning the Overseas 

Private Investment Corporation to extend the authority for the Corporation, 
to authorize the Corporation to issue reinsurance, to terminate certain activities 
'Of the Corporation, and for other purposes. 

Be it enacted by the Senate and House of Representatives of the 
United States of America in Congress assembled, That this Act may 
be cited as the "Overseas Private Investment Corporation Amendments 
Act of 1974". 

SEc. 2. Title IV of chapter 2 of part I of the Foreign Assistance Act 
of 1961 (22 U.S.C. 2191-2200a) is amended as follows: 

(1) In section 231-
(A) in the first sentence, strike out "progress" and insert in lieu 

thereof "development" ; 
. (B) strike out clause (a) and insext in lieu thereof the follow-
m~: 

' (a) to conduct financing, insurance, and reinsurance opera-
tions on a self -sustaining basis, taking into account in its financing 
operations the economic and financial soundness of projects;"; 

(C) in clause (d) strike out", when appropriate,", and insert 
after "efforts to share its insurance" the following : "and reinsur
ance"; 
. (D) strike out clause (e) and insert in lieu thereof the follow-
m?c: 

'(e) to give preferential consideration in its investment insur-
ance, financ ing, and reinsurance activities (to the maXimum extent 
practicable consistent with the Corporation's purposes) to invest
ment projects involving businesses of not more than $2,500,000 
net worth or with not more than $7,500,000 in total assets;" ; 

(E) in clause (i), after "balance-of-payments" insert "and 
employment"; 

(F) in clause (j), strike out "and" after the semicolon; 
(G) at the end of clause (k), strike out the period and insert 

in lieu thereof a semicolon; and 
(H) add at the end thereof the following new clauses: 
"(1) to the maximum extent practicable, to give preferential 

consideration in the Corporation's investment insurance, financ
ing, and reinsurance activities to investment projects in the less 
developed friendly countries which have per capita incomes of 
$450 or less in 1973 United States dollars; and 

"(m) (1) to decline to issue any contract of insurance or rein
surance, or any guaranty, or to enter into any agreement to pro
vide financing for an eligible investor's proposed investment if the 
Corporation determines that such investment is likely to cause 
such investor (or the sponsor of an investment project in which 
such investor is involved) significantly to reduce the number of 
his employees in the United States because he is replacing his 
United States production with production from such investment 
which involves substantially the same product for substantially 
the same market as his United States production; and (2) to 
monitor conformance with the representations of the investor on 
which the Corporation relied in making the determination 
required by clause ( 1) . " 

(2) Section 234 is amended-
( A) by striking out the section caption and inserting in lieu 

thereof the following: "INVESTMENT INSURANCE AND OTHER 
PROGRAMS"; 
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('B) by striking out subsection (a) (2) and inserting in lieu 
thereof the followmg : 

"(2) Recognizing that major private investments in less developed 
friendly countries or areas are often made by enterprises in which 
there is multinational participation, including significant United 
States private participatiOn, the Corporation may make arrangements 
with foreign governments (including agencies, instrumentalities, or 
political subdivisions thereof) or with multilateral organizations and 
institutions for sharing liabilities assumed under investment insurance 
for such investments and may in connection therewith issue insurance 
to investors not otherwise eligible hereunder, except that liabilities 
assumed by the Corporation under the authority of this subsection 
shall be consistent with the purposes of this title and that the maxi
mum share of liabilities so assumed shall not exceed the proportionate 
participation by eligible investors in the total project financing, and 
that the maximum share of liabilities so assumed under paragraph 
(1) (A) and (B) or paragraph (1) (C) shall not exceed the Corpora
tion's proportional share for such liabilities as specified in paragraph 
( 4) or ( 5) of this subsection." 

(C) by adding at the end of subsection (a) thereof the follow
ing new paragraphs : 

" ( 4) (A) It is the intention of Congress that the Corporation 
achieve participation by private insurance companies, multilateral 
organizations, or others in liabilities incurred in respect of the risks 
referred to in paragraph (1) (A) and (B) of this subsection under 
contracts issued on and after January 1, 1975, of at least 25 per centum, 
and, under contracts issued on and after January 1, 1978, of at least 
50 per centum. If for good reason it is not possible for the Corporation 
to achieve either such percentage of participation, the Corporation 
shall report in detail to the Committee on Foreign Relations of the 
Senate and the Committee on Foreign Affairs of the House of Repre
sentatives the reasons for its inability to achieve either such percentage 
of participation and the date by which such percentage. · to be 
achieved. 

" (B) The Corporation shall not participate as insurer under con
tracts of insurance issued after December 31, 1979, in respect of the 
risks referred to in paragraph (1) (A) and (B) of this subsection 
unless Congress by law modifies this paragraph. 

" ( 5) (A) It is the intention of Congress that the Corporation 
achieve participation by private insurance companies, multilateral 
organizations, or others in liabilities incurred in respect of the risks 
referred to in paragraph (1) (C) of this subsection under contracts 
issued on and after January 1, 1976, of at least 12% per centum, and, 
under contracts issued on and after January 1, 1979, of at least 40 
per centum. If for good reason it is not possible for the Corporation 
to achieve either such percentage of participation, the Corporation 
shall report in detail to the Committee on Foreign Relations of the 
Senate and the Committee on Foreign Affairs of the House of Repre
sentatives the reasons for its inability to achieve either such percentage 
of participation and the date by which such percentage is to be 
achieved~ 

"(B) The Corporation shall not participate as insurer under con
tracts of insurance issued after December 31, 1980, in respect of the 
risks referred to in paragraph (1) (C) of this subsection unless 
Congress by law modifies this paragraph. 

"(6) Notwithstanding any of the percentages of participation 
under paragraphs (4) (A) and (5) (A) of this subsection, the Corpora
tion may agree to assume liability as insurer for any contract of insur
ance, or share thereof, that a private insurance company, multilateral 
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organization, or any other person has issued in respect of the risks 
referred to in paragraph (1) of this subsection, and neither the execu
tion of any such agreement to assume liability nor its performance by 
the Corporation shall be considered as participation by the Corpora
tion in any such contract for purposes of such percentages of partici
pation. On and after January 1, 1981, the Corporation shall not enter 
into any such agreement to assume liability. 

"(7) On and after December 31, 1979, the Corporation shall not 
manage direct insurance issued after such date in respect of risks 
referred to in paragraph (1) (A) or ·(B) of this subsection unless 
Congress by law modifies this sentence. On and after December 31, 
1980, the Corporation shall not manage direct insurance issued after 
such date in respect of risks referred to in paragraph (1} (C) of this 
subsection unless Congress by law modifies this sentence. It shall 
thereafter act solely as a reinsurer except to the extent necessary to 
manage its outstanding insurance and reinsurance contracts and any 
contracts of insurance the Corporation assumes pursuant to paragraph 
(6}."; and 

(D) by adding at the end thereof the following new subsection: 
"(f) OTHER INSURANCE FUNCTIONs.-(1) To make and carry out 

contracts of insurance or reinsurance, or agreements to associate or 
share risks, with insurance companies, financial institutions, any other 
persons, or groups thereof, and employing the same, where appropriate, 
as its agent, or acting as their agent, in the issuance and servicing of 
insurance, the adjustment of claims, the exercise of subrogation rights, 
the ceding and acceptin~ of reinsurance, and in any other matter inci
dent to an insurance busmess. 

" ( 2) To enter into pooling or other risk-sharing arrangements with 
other national or multinational insurance or financing agencies or 
groups of such agencies. 

" ( 3) To hold an ownership interest in any association or other 
ntity established for. the~ of l!'lh~ risks under investment 

insurance. 
"'(4) To issue, upon such terms and conditions as it may determine, 

reinsurance of liabilities assumed by other insurers or groups thereof 
in respect of risks referred to in subsection (a) ( 1). 
The authority granted by paragraph (3) may be exercised notwith
standing the prohibition under subsection (c) against the Corporation 
purchasmg or investing in any stock in any other corporatiOn. The 
amount of reinsurance of liabilities under this title which the Corpo
ration may issue shall not exceed $600,000,000 in any one year, and the 
amount of such reinsurance shall not in the aggregate exceed at any 
one time an amount equal to the amount authorized for the 
maximum contingent liability outstanding at any one time under 
section 235(a) (1). All reinsurance issued by the Corporation under 
this subsection shall require that the reinsured party retain for his own 
account specified portions of liability, whether first loss or otherwise, 
and the Corporation shall endeavor to increase such specified portions 
to the maximum extent possible." 

( 3) In section 235-
. (A) strike out ~'1974" in subsection (a) (4) and insert in lieu 

thereof "1977"; 
(B) in subsection (d), strike out "insurance issued under sec

tion 234 (a)" and insert in lieu thereof the following: "insurance 
or reinsurance issued under section 234" i and 

(C) strike out subsection (f) and msert in lieu thereof the 
following: 
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" (f) There are authorized to be appropriated to the Corporation, 
to remain available until expended, such amounts as may be necessary 
from time to time to replenish or increase the insurance and guaranty 
fund, to discharge the liabilities under insurance, reinsurance, or guar-
anties issued by the Corporation or issued under Rredecessor guaranty 
authority, or to discharge obligations of the Corporation purchased by 
the Secretary of the Treasury pursuant to this subsection. However, no 
appropriations shall be made to augment the Insurance Reserve until 
the amount of funds in the Insurance Reserve is less than $25,000,000. 
Any appropriations to augment the Insurance Reserve shall then only 
be made either pursuant to specific authorization enacted after the date 
of enactment of the Overseas Private Investment Corporation Amend
ments Act of 197 4, or to satisfy the full faith and credit provision of 
section 237 (c). In order to discharge liabilities under investment insur
ance or reinsurance, the Corporation is authorized to issue from time 
to time for purchase by the Secretary of the Treasury its notes, deben
tures, bonds, or other obligations; but the aggregate amount of such 
obligations outstanding at any one time shall not exceed $100,000,000. 
Any such obligation shall be repaid to the Treasury within one year 
after the date of issue of such obligation. Any such obligation shall 
bear interest at a rate determined by the Secretary of the Treasury, 
taking into consideration the current average market yield on out
standing marketable obligations of the United States of comparable 
maturities during the month preceding the issuance of any obligation 
authorized by this subsection. The Secretary of the Treasury shall pur
chase any obligation of the Corporation issued under this subsection, 
and for such purchase he may use as a public debt transaction the pro
ceeds of the sale of any securities issued under the Second Liberty 
Bond Act after the date of enactment of the Overseas Private Invest
ment Corporation Amendments Act of 1974. The purpose for which 
securities may be issued under such Bond Act shall include any such 
purchase." 

(4:- In seetimt~R7-
( A) in subsection (a), strike out "and guaranties" and insert 

in lieu thereof a comma and "guaranties, and reinsurance"; and 
strike out "or guaranties" and insert in lieu thereof a comma and 
"guaranties, or reinsurance"; 

(B) in subsection (b), strike out "or guaranty" in both places 
and insert in lieu thereof in both places the following : ", guaranty 
or reinsurance"; 

(C) in subsection (c), insert ", reinsurance," after "insurance" 
in both places it occurs : 

(D) strike out subsection (d) and insert in lieu thereof the 
following: 

" (d) Fees shall be charged for insurance, guaranty, and reinsurancl' 
coverage in amounts to be determined by the Corporation. In the event 
fees charged for investment insurance, guaranties, or reinsurance are 
reduced, fees to be paid under existing contracts for the same type of 
insurance, guaranties, or reinsurance and for similar ~aranties issued 
under predecessor guaranty authority may be reduced."; 

(E) in subsection (e), strike out "or ~aranty" and insert in 
lieu thereof a comma and "guaranty, or remsurance"; 

(F) in subsection (f), insert", reinsurance," after "insurance" 
in both places it occurs; 

(G) add at the end of subsection (f) the following: "Notwith
standing the preceding sentence, the Corporation shall limit the 
amount of direct insurance and reinsurance issued by it under sec
tion 234 so that risk of loss as to at least 10 per centum of the total 
investment of the insured and its affiliates in the ·project is borne 
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by the insured and such affiliates. The .preceding sentence shall not 
apply to the extent not permitted by State law."; 

(H) in subsection (g), after "guaranty", insert a comma and 
"insurance or reinsurance" ; 

(I) in s~bsection (h), strike out "or guaranties" and insert in 
lieu thereof a comma and "guaranties, or reinsurance"; 

( J) in subsection ( i), after "insurance", insert ", reinsurance,"; 
and 

(K) strike out subsection (k) and insert in lieu thereof the 
following: 

"(k) In making a determination to issue insurance, guaranties, or 
reinsurance under this title, the Corporation shall consider the possible 
adverse effect of the dollar investment under such insurance, guaranty, 
or reinsurance upon the balance of payments of the United States." 

( 5) In section 239-
(A) in subsection (b) , add the following new sentences at the 

end thereof: "On December ·31, 1979, the Corporation shall cease 
operating the programs authorized by section 234 (b) through 
(e) and section 240. Thereafter, the President is authorized to 
transfer such programs, and all obligations, assets, and related 
rights and responsibilities arising out of, or related to, such pro
grams to other ·agencies of the United States. Upon any such 
transfer, these programs shall be limited to countries with per 
capita income of $450 or less in 1973 dollars."; and 

(B) add at the end thereof the following: 
" (h) Within -six months after the ·date of enactment of this sub

section the Cor~ration shall develop and implement specific criteria 
intended to mmimize the potential environmental implications of 
projects undertaken by investors abroad in acsx>rdance with any of the 
programs authorized by this title." 

(6) In section 240(h), strike out "1974" and insert in lieu thereof 
"1977". 

~~~-~~~=.;;;.....;;....;;;;;;;........;;....;;..... __ ~,-....._,) section~A, strike out subsootioo {b) and..insert in IMII 
t ereof the following: 

"(b) Not later than January 1, 1976, the Corporation shall submit 
to the Congress an analysis of the possibilities of transferring all of its 
activities to private insurance companies, multilateral organizations 
and institutions, or other entities." 

Speaker of the H OU8e of Representatives. 

Vice President of the United States and 
President of the Senate. 
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