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THE WHITE HOUSE

WASHINGTON




* . QUESTIONS AND ANSWERS
ON PROPOSALS AND POLICIZES IN SECRETARY KISSINGER'S SPEECH

TO THE UN SPECIAL SESSION

The questions and answers are organized according to
the main sections of the speech:
Economic Security
Acceleraéing Economic Growth
--Access to Capital Markets
-~-Technology _
--Transnational Enterprises
Trade and Developnent
Commoditics
The Pooresi Developing Countries

Political Dimension

A final section of general questions is appended.



ECONOMIC SECURITY

QUESTION: What are the Secretary's proposals to ensure basic
economic security for developing countries?

ANSWER: The Secretary called on:
--The industrialized nations to coordinate more
effectively to restore and maintain the stable
expansion of their economies (Consultations among
industrialized countries are addressed to this problem).
--Nations which supply vital products to avoid actions
which disrupt that expansion (He looked to the forth-
coming dialogue of industrialized, oil producing, and
developing nations on the problems of energy, aGVGlop—
ment, raw materials and related financial issues).
--The International Community to undertake a necw
approach to reduce severe fluctuations in the export
earnings of the developing countries (He prownosed
creatioﬁ in the International Monetary Fund of a new
Development Security Facility to be used to compensate

for shortfalls in LDC export earnings).

Producer/Consumer Dialogue

QUESTION: Why has the position of the United States toward the
producer/consumer dialogue changed since the April
preparatory meeting?

ANSWER: In April, the United States accepted an invitation

to attend the Paris meeting to plan for an international con-

ference on energy. We believed such a conference could lead

to mutually beneficial and cooperative action by the producers

and consumers to deal with the energy crisis. We did not think

a single confercnce to treat all international economic prob-
N :
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lems would be successful; in fact, we feared that it could
degenerate into a sterile rhetorical contest and might produce

a confrontational atmosphere. We repeatedly made clear; however,
that we were prepared to treat seriously and constructively
non-energy issues in other fora.

Since April, we have worked to accommodate the interests
of some of the other participants and develop mechanisms by
which the dialogue could deal with non-energy as well as
energy issues and still avoid the problems that concerned us
at the first preparatory meeting. We think the scenario which
would accomplish these objectives would be for separate and
largely independent commissions to be created to discuss
energy, raw matérials, development and financial issues. An
enlarged international conference of Ministers would formally
launch the commissions and receive their reports 12 months
later, thereby demonstrating the equal importance all parties
attach to the different aspects of thé dialogue. As in the
past, the United States remains fully committed to a con-
structive dialogue.

QUESTION: What is the attitude of the United States toward
the producer/consumer dialogue?

LR

ANSWER: The United States believes the dialogue will be

a test of the ability of all nations -- developed and decveloping,
consumer and producer -- to cooperate to solve our cormon

economic problems. We have worked hard to get the discussions
resumed. We believe the other participants share our hopes
for the dialogue and will also enter into it in a constructive

spirit. . .
N .
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QUESTION: ‘What is the status of the negotiations for the
: producer/consumer dialogue?

ANSWER; We are ncaring agrecment on the basic principles
whiéh should goverp the dialogue'between dc&clo;&d and dovolon-
ing rations. There remain a few areas requiring further
clarification. We hope that a completo agreement on all tic
issucs can be achieved soon so that the invitations to begin
the dialogue can be issued.

New Development Security Facility in tho 12v

QUESTION: The Secrctary proposed a new development scecurity
facility in the IMI' to compensate developing
countries for shortfalls in their export earnings.
In what respects is the proposed new facility
a significant increase in compensatory financing
available from the IME?

ANSWER: The new facility would:
~-substantially increase the maximum outstanding
amount of a country's compensatory drawings from
IMF resources with total drawings as much as
$2.5 billion per year or even nore.

--under certain conditions, increase the amount.
a country can draw in any given year from 25%
to 50% of quota; In addition, under the new
facility, a'aeveloping country could draw further
amounts from the new Trust Fund based on short-
falls in commodity export receipts.
--change the formula for calculating export
- shortfalls, which would significantly increase

the size of compensable shortfalls.

--in addition, the loans the facility makes to

N
N
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the poorest developing countries could, in

certain cases, be converted to grants by the

new Trust Fund.
QUESTION: Why does the U.S. proposal emphasize overall

: export earnings rather than income from ex-

porting individual commodities?
ANSWER: For development purposes, stabilization of
overall export earnings is more meaningful than stabilizing
a narrow portion of a country's expor% position. Many less
developed countries are not dependent on exports of a few
commodities. Rather they export a diverse range of goods,
including manufactures, whose‘value'can still fluctuate
markedly. Our proposalVWOuld provide substantial additional
compensaﬁory financing for countries experiencing problems
because.of the concentration of their exports in a few

commodities.

QUESTION: What is meant by the scope of the expanded facility
being $10 billion? '

ANSWER: That is the amount which might be reached if all
developing nations drew over a number of years the maximum
allowed them, given the upcoming increase in their IMF quotas.

QUESTION: Many of the proposcd changes seem to be very technical.
o Are they really significant?

ANSWER: It is a complicated matter to define access to such
a facility in‘a fair manner. Taken together, however, the
changes proposéd will makeva very significant difference.
Since iﬁs establishment in 1963, the existing IMF facility has
made ldans of‘about $1.3 billion. Now, according to our

calculations, that much will be drawn in some years. In a
N
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particularly bad year for developing countries' exports they

might total $2.5 billion or more.

'QUESTION: Will countries who have arbitrarily restricted

. exports be eligible to use the facility?
ANSWER: No, the facility is intended to be open to IMF
members experiencing temporary shortfalls due to ciréumstances
beyond their own control. We will proposé some specific
conditions to insure that the facility is not abused by
countries which impose restraints on the availability for
export of products ar~counting for a significant portion of
their total exports.

QUESTION: Are developed coﬁntries eligible to use the
facility?

ANSWER: Thé present IMF facility is open to all IMF membefs;
It has traditionally been recognized, however, as of benefit
mainly to less developed natiqns. Only two developed countries,
Iceland and New Zealand, have dréwn from it to date. We would
prépose that in the future, developed~countries'would not

be eligible to utilize it. Otherwise, it might be difficult

to allow less developed CQuntries to draw . the equivalent

of ﬁost,;r all of their IMF quotas.without endangering the

the overall liquidity of the IMF.

QUESTION: - How does the formula for calculating shortfalls
work and how would the proposals change it?

ANSWER: The facility presently calculates shortfalls in

exports from a five year average ihcluding the two years
before the shortfall year, and the two following years for
which forecasté are made. At present, forecasts are

arbitrarily limited to a maximum of 10 percent above the

.
s
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average of the two pre-shortfall years. Our proposal would
raise this limit from 10 to 20'percent.

QUESTION: What would be the conditions on drawings from the
facility?

ANSWER: In order to drawvat all, countries would have £o
demonstrate, as they do at p:esent, that they have a balance
of payments need for financing as a result of a temporary
export shortfall. Under the proposal, there would also be
limitations on annual drawings beyond 25 percent of a country's
quota. They would be designed to insure that (a) countries
‘drawing more than 25 percené,Of quota in a year have relatively
large shortfalls, (b) there is every chance of repayment to
the Fund within 3-5 years.
QUESTION: Under what conditions and how would loans by the
new Facility to the poorest countries be converted
to grants?
ANSWER: Within the special IMF Trust Pund (which the
United States proposed earlier) provision would be made for
the repayment of compensatory drawings in the event the poorest
countries are unable to complete repayment within‘a 5 year
period.

QUESTION: What would the terms of drawings from the Facility
bee .

ANSWER: They are now, and would continue to be under the
U.S. proposal, the same as on normal drawings from the Fund
(except of course for countries whose drawings were converted

to grants).



ACCELERATING ECOKOMIC GROWTH: ACCESS TO CAPITAL MAREKATS N

QUESTION: What are the Secretary's proposals for increasing
access by developing countries to international
capital markecis?

ANSWER: His proposals include:

--continued support for the international financial
institutions, incluﬁjng replenishment of the
Inter-American Develoﬁﬁent Bank, negotiations c¢f Asian Develo
ment Bank replenishm@nt, and Congressional authorization
for,ﬁhe U.8. to join the African Development und;

--major expansicn of the capital of the International
Finance Corporaticn (IFC);

--a new open~ended multi-billion dollar International
Investment Trust under the wmanagement of the IIC
o invest in debt and egalty inslruscnts of
developing country enterprises;

-—~5ork by the IMF/World Bank Development Commitios to
develqp other measgures toascist developing couvntrics

access to international capital markeis.

InterAmerican Developeent Banlo

QUEST YN that is the participation of non regional
countries in the IntexrZmerican Bank (IDB)?
ANSWER: It has been a U.S. objective for some time to

L

increasc the participation of nations outside the Western
lemisphere in financing development in Latin America,
particularly threcugh combining their efforts with those cof the

regional countries in multilateral institutions such as the

IDB. Ten countries Irow Burope plus Japan and Israel wili



join the Bank and are to contribute jointly $745 million
to the IDB over a three-year period beginnihg'in 1976.
QUESTICN: What is the "$6 billidn expansion" of IDB re-
' . sources and what is the U.S. share in the
expansion?
ANSWER: The proposed replenishment of the IDB calls for
an increase of $5.3 billion in the authorized capital stock
of the Bank, and $1 billion in the Fund for Special Operations
- (FS0), making a total of $6.3 billion to be provided over
the next several years. The pro?esed U.S. share of the capital
increase would be $1,650 million, primarily in the form of
callable capital, to be subscribed in the period FY 76-79;
and $600 million contribution to the FSO to be provided in
three annual instaliments over the period FY 77-79; making a
total U.S. contribution of $2,250 million.
The U.S. share of the.total replenishment would

be 37% compared with 52% in the last replenishment initiated

in 1970.
Asian Deﬁelopment Bank
QUESTION: What afé we doing for the Asian Development Bank
?gg what negotiations are we agreeing to participate
ANSWER: We now have before thg Congréss requests for $121

million for the'Asian Bank?é,capital and $50 million for its
Special (soft~loan) Fund. In his speech the Secretary added

that the U.S. will participate in negotiations beginning -

-



this fall on replenishment of the Special Fund and,

subsequently, of the Bank's ordinary capital.

African Development Fund

QUESTION: What ie the African Development Fund?

ANSWER: The African Development Fund was established in
June 1973 as the soft-loan affiliate of the African
Development Bank. The Fund's memberhsip is composed of

" developed countries and the African Development Bank,

45

representing the_Bank's membership.- Dénors' contributic:

now approaching $150 million, support concessionary fins.cing

of projects in developing African countries.

QUESTION: What -is the status of U.S. participation .in the
African Development Fund (AFDF)?_

; ANSWER: _ The United States participated in ﬁhe original

meetings of AFDF donors but has not yet contribu£cd to ihf

Fund: Legislation_now pending before the Coﬁgress would

-ahthbrize a U.S. contribution. The President has spokcn

several times.in support of our membership in the Fund,

-and the Administration strdngly urges early passage of

peﬁding legislatibn”pfoviding for the United States

-

centribution.

Major Expansion of the International Finance Corporation (IFC)

QUESTION: What is the International Finance Corporation?

.



" ANSWER: - The Ihternational Finance Corporatibn is the

member of the World Bank Group that specializes in mobilizing
domestic and foreign capital for productive private invest-

ments in developing countries. The IFC, which was

~established in 1956, supplcients the economic development

"work of the IBRD and the IDA by supplying long-term loans,

equity subscriptions, or both, and by investing in private

enterprises without government guarantees of repayment.

QUESTION: What. is the capital of the IFC?

_ ANSWER: Present IFC capital cubscribed by 99 member

countries is ‘about $107 million. “The resources available

to IFC are supported by earnings of more than $75 million

and by the revolving of'funds through repayments and sales

to others ol IFC ihvestménts. The Corporation has alse
bbrrowcd over $200 millioﬁ from the World Bank for use in its

lending operations.

QUESTIONS: How large an increase in the IFC would the U.S5.
like to .see?

ANSWER: - . We are proposing very major increase of
$400~450 million. Both the final size of the replenishment

and our share in it would be subject to international

.negotiations. But we would hot consider this four-folad

increase in the IFC capital resources excessive in light of

the need for the type of assistance the IFC provides.
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International Investment Trust .

QUESTION:  Is this a new propos dl’ What is its purposc?
ANSWER: Yet, it is a new proposal. Its purpose igs
to increase the flow of capital from public and private

sources to development enterprises in the LDCs.

QUESTION: How will the Trus t work?z-
ANSWER: v"The proposed International Investment Trust would
be managed by the International Finance Corporation. It
would draw its capital from the industrial countries, OPEC
countries, developing countries, the IFC and private
participation. It would invest in debt and equity instiwrent-
of deveclopment banks, and of private, public, and mixed
eﬁterprises of developing country members. Like any
ruatual fund,‘the Trust would seék out the most creditworchy
institutions with good reputations. The Trust would pay
dividends to its sharecholders who would sharc the risks.  nd
profits.
QUESTION: What countries would benefit from the plopﬁ«ca

j Intcrnatlonal Investment Trust?
ANSWER: We expect that most investments would be maﬁe
in the middle-level developing countries most of which are
no 1ongerﬁreceiving bilateral assistance from us. These are
the countriés thch have to depend on private capital markets
for the bulk of their inflows and consequently need this type

of assistance.
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QUESTION: Investors would have their exposure limited
by a $200 million "loss rescrve fund" in the
International Investment Trust. What is a
"loss reserve fund"?
ANSWER: It is a contingency liability fund that could be
established by the International Finance Corporation as part

of the International Investment Trust. It would be designed

to limit Trust Investors' exposure to major losses until

.such time as the Trust has a substantial, diversified

portfolio and has accunulated its own loss reserve from

income. The reserve fund would add a new element of

protection in additon to the protection inherent in a diver-
sified well-managed portfolio.

QUESTION: Would industrialized,; oil producing, and developing
nations be likely to contribute to a “"logs resarve
fund"?

ANSWER: We would expect them to be interested in contributing.

A relatively‘small contribution by these countries to such a

fund -~ small in relation to the potential share capital

of the Investment Trust -- would encourage investors who

might otherwise hesitate to participate in a new venture of

the kind of purchase shares in the trust.

QUESTION: What would be the néture of the contribution {o
to the "loss reserve fund™?

ANSWER: The contribution would be similar to “callable
capital"” in the international fin®ncial institutions, in

effect, a commitment by the contributing



governments to make funds available, up to the limit of

)

.

to do so in order to cover some share of any major lossc:

143

QUESTION: Would the U.S. be a direct shareholder in the
Trust?

ANSWER: The U.S..Government would not purchase shares
in the Trust but would be a participant through its

contribution to the significantly expanded IFC resources.

IBRD/ TKTP Development Committee Work on Access to Private
Capital Marrxebs :

QUESTTION: The:  Secretary referred to the work of the
Development Committoe on access to capitel
markets., What is it doing in this matter?

‘their total contributions, only when called by the institution

ANSWER: “The Bank/Fund Developmont Commitiec establish:dd
k

a Working Group on access to capital markets by developing
¥ ,

countries at its meetince in June of thig year. The task

of the Working Group is to explore a) existing restriction

on developing countries' access to forcign capital markets

s

and b) new ways of promoting such access. The United Stales

is one of twelve countries on the Working Group. We place

considerable priority on constructive appreocaches to capital

Group can make a significant contribution.

Latin American Regional Financial Safety Net

QUESTION: In discussing access to capital markets, the

market access for developing countries and hope the Working



Secretary rcferred to a. "Latln Amoxlcan Safet;

Net!. What is that?

ANSWER: The Economic Commission for Latin America L

been considering the idea of a multilateral facility to

provide contingency balance of pavments financing for

Latin American nations. It is sometines referred to asn

the "Latin American Safety Net".
still at an early stage, however,

will emerge:

The ECLA deljberatiou;'ura

and it is not clear whst



ACCELERATING ECONOMIC GROWTH: TECHNOLOGY
,QUESTiON:-' What arefthe Secrétary's proposals for tech- '

nological transfer and technology institutes?
ANSWER: His proposals include:

--a new broadly based international energy institute
to help developing countries plan‘national enexrgy
programs and diversify their energy sources.

--several agricultural technical assistance and research
projects, including expanded agricultural research and
training through already established regional agri-
cultuial reseaﬁch centers; a major new program to
involve our land grant universities in providing
technical assistance and research in agriculture; and
an aid consortium to help developing countries improve
their productivity in non-food agricultural products.

-=—an interhationalvindustfialization institute to
undertake and sponsor rgsearch in problems of in-
dustrialization in déveloping couﬁtries.f

JLan international center for the exchange of
technological information on on-going research and
Anew findings relevant to the needs of developing

countries.



International Energy Institute

QUESTION: What would the proposed International Encrqy
Institute do?

ANSWER: It would develop a program of technical assist-
ance to LDCs in planning national energy programs and -
diversifying their energy sources. It would adapt techniques
for exploiting solar, hydro, geothermal, and other energy!
sources with the needs of the developing counﬁries in mind.
It could operate 1iarough a network of regional and

functional bodies.

QUESTION:  What is the sfatus of this proposal?
ANSWER: We plan to put the proposal forward for con-
sideration by the developed countries (in the International
Energy‘Association) and on the agenda of the forthcoming
consumer/producer dialogue on energy.
QUESTION: How large will it be and what will be the

U.S. contribution?
ANSWEﬁ; No specific size has been determined. The
“institute will be financed within the framework of the

bilateral aid program. .

'Expanded Agricultural Research and Training

QUESTION: What is involved in our commitment to expand the
. training and research capacity of regional
centers in the food production and nutrition
fields? o :
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ANSWER: Contributions to international centers through

the Cbnsulﬁative Group on International Agricultural Research
have grown from $14 million in 1972 to $48 million (1975)

with the U.S. share remaining at about 25%. The inter-
national part of the system should continue to grow over

the coming years, as the nine centers reach full effectiveness.

The nine centers are: International Rice |
Research Instituts (IRRI); International Maiza and Wheat
Improvement Center (CIMMYT); International Institute of
Tropical Agriculture (IITA); International Center of\Trdpical
Agriculture (CIAT); International Crops Research Institu&e
for the Semi-Arid Tropics (ICRISAT); International Potato
Centexr (CIP); International Laboratory for Research on
Animal Diseases (ILRAD); International Livestock Centre
for Afrieca (TLCA); and International Center for Agricultural
Research in Drxry Areas (ICARDA).

Bow we and other donors can do much more both‘
through the international centerns and through other agri-
cultural dévelopment institutions, such as our USDA and our
land grant upiiversities, to build the research systems in
the developing countries and the extension systems for
adapting ‘research results to locai conditions and communicating -
them effectively to the individual farmer, especially the

small farmer.
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The administration's proposals fdr FY 1976 néw )
before th; Congress contain about $74 million for these
purposes. These figures include our CGIAR contribution.
Other donors are also expected to give agricultural research,
including application on the farm, comparable priority.

Technical Assistance and Research in Agriculture
by U.S. Universities

QUESTION: What is the major new program to enable our
universities to expand their technical
assistance and research in the agricultural
field? ‘

ANSWER: A major component of our expanded training and

research program in food production and nutrition is that

proposed by Congressman Findley and Senator Humphrey and

introduced in the House as H.R. Bill 9005, Title XII

Amendment to the Foreiﬁn Assistance Act. This Anmendment

would enable our land-grant universities to.link more

broadly and systematically with developing-country scientists

and cSunterpart institutions and use their agricultural

expertise and research capacity. This legislation would
estéblish new authorities and machineries for U.S. universities
to carry out research in and for developing countries, and

to upgrade the research, training, and extension

capabilities in those countries.

QUESTION: What will be the effect of this Amendment on

American Farmers?

ANSWER: The basic objective of this Amendment is to



- improve food production in the LDC's. Their food crops

,- 5'—

and soils, while differing in some respect of detail,

are common to those of the U.S. Food crops, such

as wheat, corn, sorghum, barley, rice, etc. aré common

to the U.S. and LDC's. ‘Diseases and insects which destroy

food éraps in the LDC's can also désfroy the samevcropsv

in the U.S. Techniques for improving'productibn of a food

crop in the LDC's can benefit production of the same crop

in the U.S. Genetic traits developed to resist a crop

disease in the LDC's will’be useful in controiling the

disease in the U.S. as was the case in the recent corn

bligh% outbreak.

QUESTTON: How will research under this program affect food
prices in the LDC's and the U.S.?

ANSWER:  The underlying purpose of agricultural research

is teo improve the efficiency of agricultural production,‘and

thereby to reduce the cost of production to farmers. Such

reductions in cost of production are in turn reflected in

lower food prices to consumers in LDC's and in the U.S.

Aid Consortium on Non-Food Agricultural Products

%

"QUESTION: What would be involved in the proposed aid

consortium on natural products such as
timber, cotton, jute, and natural rubber?

ANSWER: If other countries agree, the proposed aid

consortium could be modelled on the already successful



Consultative Group on International Agricultural Research,
which focuses largely on problems of edible crops and.
livesto-k. Thus, an organization of public and private
donors could provide capital and core support adequate for
program flexibility and continuity, while an advisory
committee of distinguished experts from developed and
developing countries could provide technical guidance for
program developme~t. Such an umbrella organization could
involve research institutes already operating in a number
of importing countries together with existing or to-be-
established cdunterparts in producing countries. Reseaxrch
would be addressed not iny to problemé of production but

also to problems of utilization.

QUESTION: How will this program be financed?
ANSWER: It would be appropriate for financing by the
International Fund for Agricultural Development. when the fund

is established. .
- Guidelines on Transfer of Technology

QUESTION: Where is the U.S. participating in formulation of
. transfer-of-technology guidelines?

ANSWER: The U.S. has been working in the UNCTAD Committee

on Transfer of Technology and also in the OECD Committee on

Science and Technology to draw up guidelines for the transfer

of technology. These guidelines especially concern relations

between transnational enterprises as suppliers of technology
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and host countries as recipients. At the next meeting of .
the UNCTAD Committee this November, an outline of such

guidelines is scheduled to be drafted and discussed.

International Industrialization Institute

QUESTION: What is the concept of an International
Industrialization Institute?

ANSWER: In 1973 an internation;l panel of experts from
industrializing and industrialized countries, convened by

the National Academy of Sciences and National Academy of
Engineering, unanimously recbmmended the establishment of a
priVate International Industrialization Institute té coerdinate
and conduct research on a range of problems associated with
industrialization. Ongoing consultations seek to determine
whether there is sufficient support for this concept,
especially among developing countries. If this interest

does exist, the United stétes is prepared to paiticipate
constructively in a pregfounders‘ meeting to take place perhaps

this year.

International Center for Exchange of Technological Information

QUESTION: What do we have in mind in considering an "inter-

. national center for the exchange of technological
information?"

ANSWER: The need for adaptable technology is so great and

the resources devoted to its development so limited that

duplication of effort is prohibitively costly. Yet many
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developing-country scientists and engineers and their

research iﬁstitutions are‘isolated from their counter-
parts in other developing countries as well as in the
industrialized world. We are willing to help fund a center
for information exchange in order to overcome this
communication problem and thereby increase the effectiveness

of world-wide technological research.



ACCELERATING ECONOMIC GROWTH: TRANSNATIONAL ENTERPRISES

QUESTION: | What proposals did the Secretary make to
encourage the flow of direct investment, especially
investment by transnational enterprises?

ANSWER: - The Secretary's proposais include:

—~the development of a balanced code of principles
to guide enterprises and governments in their
mutual relations;

--the development, enforcement and coordination
of laws regarding restrictive business practices,
whether of transnaﬁional enterprises or}governments;

;i~~th6 harmonization of tax treatment of foreign

investment;

-~the employment of factfinding and arbitration
procedures;

~-a multilateral insurance program for foreign private
~investors which incluaes participation by developing
countries;

~-bilateral, intergovernmental consultations to identify

and resolve investment disputes,

LI X

Code of Conduct for Transnational Enterpriscs

QUESTION : The U.S. proposes to work within the UN Commission
on International Corporations and other bodies
.£0 help develop a body of basic, balanced
principles to guide enterprises and governnents
in their mutual relations. What is the UN
Commission on Transnational Corporations?



ANSWER: The UN Commission on TNCs is composed of delegates

fepresenting 48.member countries, broadly representative

of both the develéped and developing wqud and including

the United States, set up under ECOSOC auspices to act as

a focal point within the UN system on issues relating to

multinational enterprises. The Commission held its first

meeting in March of this year and is scheduled to meet

again early next year to complete the preparation of its

work program for submission to ECOSOC. The work of the

Commission is suppofted b? an information and rescarch

center which has been established within the UN Sccretariat.

QUESTION: Will not many of thz proposed guidelines put for-
ward in the Secretary's speech be unacceptable to
the developing countries and thus serve to heighten
north/south tensions?

ANSWER: The subject of private foreign investment, and the

transnational company in particular, is a highly emotional

issue. Countries want foreign investment for the benefits

it brings but they fear it because it is foreign. It may be

‘difficult to agree on basic guidelines, but it is nécessary

to try. The multinééionai corporations are, and can continuc

to be, a major source of capital, technology, managing and

mérketing skills in the developing countries. Balanced

gﬁidelines for theseienterprises and governments in their

mutual relations, reached by conéensus, could help to ensurce

the continued flow of these resources to the developing

countries. . ‘ ¢



QUESTION: The Latin American countries adhere to the Calvo
o doctrine which holds that host government law is
final with regard to investment disputes. Isn't
there an irreconcilable conflict here?
ANSWER: There is a difference of view between the United
States and many Latin American countries on the requirements
of international law respecting treatment of foreign investors.
This is a longstanding difference which reflects very funda-
mental positions on both sides. It would nét be realistic
nor is it necessary to resolve this issue in order to develop
a useful balancéd basic code for government enterprise
relations. . '
QUESTION: Would the guidelines be voluntary or binding on
the transnational corporations?
ANSWER: We believe the guidelines must be indicative
rather than mandatory. The primary responsibility for.
regulating the activities of TNE's must remain with the govern-
ments of thefcoﬁntries in which they Operate -— and msut be
exercised in accordance with international law: An inter-
natidhally agreed set of guidelines, however, would be 
important in setting a more certain context in which govern-

ments and enterprises have a clearer understanding of the

‘expectations each has regarding the other's behavior.

3

Earmonizaton of Tax Treatment

QUESTION: What role do tax treaties have in the harmanization
‘0of the treatment of foreign investment?

i



ANSWER: Tax treaties provide for arrangements to avoid
double taxation‘and, in. general, make the tax aspects of
foreign inVestmené more certain and predictable. Tax
considerations are important elements in investment
decisions and the provision of a more certain and stablé
ktax environment through an expanded network of tax treaties

-

can have a significant positive impact on investment flows.

QUESTION: How would tax treaties mitigate transfer price

problems?
ANSWER: Tax treaties generally provide for the exchange

uﬁder specified conditicns of information between the taxing
authorities of the countries which are parties to the
agreement. This can be quité useful in identifying aﬁy
improper manipulations of transfer priccs or other tax abuses,

should there be such.

QUESTION: How many tax treaties do we currently have?
ANSWER: We currently have twenty-two tax trecaties of
whioh about one~half are with developing countries. We
- have indicated our willingness to negotiate additional

treaties with countries that are interested in doing so.

Investment Dispute Settlement

QUESTION: What is the International Center for Settlement
of Investment Disputes (ICSID)?

ANSWER: ICSID, a member of the World Bank Group, is

the major existing international institution designed

R



specifically for settlement of investment disputes. 1Its
facilities are flexible, enconpassing both arbitrationkand
conciliation. ICéID presently has 71 signatories, about
‘two~thirds of which are developing countries. The US
signed the ICSID Conventioﬁ iﬂ AuguSt 1965 and it entered

into force the following year.

QUESTION: What is US policy on international arbitration?
ANSWER: We see agreement in ad?ance on dispute settlement
mechanisms and their subsequent use, if necessary, as a
desirable means of resolving and depoliticizing disagrecments

between foreign investors and host governments.

Multilateral Investment Insurance

QUESTION: The Secrctary referred to a multilateral
: insurance program for foreign private investors.

Has not the World Bank considered and rejected
proposals for such a program?

ANSWER: The World Bank did consider in great dectail a

proposal for an International Investment Insurance Agency

during the early 1%70's, but the proposal did not go forward.

Y ’
There is. a growing recognition of the need for encouraging
foreign investment in developing countries that welcome it

and seek increased private capital from abroad as a signi-

ficant part of their development plans.



PRADE AND DEVELOPMENT

.Question: What are the Secretary's proposals to make the
trading system better serve the interests of
development? -

Answer: The Secretary proposed;

-- A fundamental improvement in the relationship of the

developing countries to the world trading system (ihis

would involve various forms of preferential treatment for
the trade of developing countries; the preferences would

‘be phased out gradually as the developing countries

progress) . |

-~ Trading opportunities for the developing countries in

the manufacturing sector (the U.S. géneralized system of

pméﬁérenccs will go into effect on January 1, 1976).

-- Bncouragement to the processing of their raw materials

in the developing countries (the U.S. will make a special

effort in the multilateral trade negotiations to reduce

- tariff barriers on processed goodsi.

. =~ The reciprocal e;change of commitments in the multi-

lateral trade negot%?tions on access to supply and the

negotiation of improved rules governing the use of export
restraints.

- Adaptation of the rules on non-tariff barriers to the

situation of developing countries.

~- Early agrecment on reducing bagriérs to tropical pro-

ducts that are the major source of LDC earnings.

~,
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oo T Changes in World Trading System

Question: The, Secretary suggests that there should be a
fundamental change in the world trading system
to provide various forms of preferential treat-
ment for developing countries. But he adds
that this trecatment should gradually be modified
for a particular LDC as it attains highcr levels
of development until it reaches equality of
treatment with industrialized countries. Is
this a new idea?

Answer: The idea is not new but we have not previously
enunciated it as US policy. Its purpose is to make clear
that while the US fully supports the idea of "special and
differential treatment"” of developing countries in the
international trading structure in the intérest of their
de&elopment, we believe specific proposals of this kind
should have built-in mechanisms to assure the gradual
assumption by the developing countries of full oblications

as their economies develop.

Question: What kinds of preferential and special treatment
does the Secretary have in mind?

Answer: These include:

~- Tariff preferences for the exports by developing countrios
of manufactured goddé {and some other products) under the
generalized system of preferences (GSP) ﬁhat will become
operative on January 1, 1976.

-~ Provision for special treatment of developing countries

~under rules on non-tariff barriers that will be negotiated



in the multilateral trade negotiations. Special treatmént,
. may be feasible .in such matters as countervailing duties
and subsidies,.and government procurement.

-=- Requests for reciprocity fromn ﬂeveloping countries

in ways that will be consistent with their individual

development, financial, and trade needs.

Ceneralized System of Prefercnces (CGSP)

Question: What is the current status of the program for
gencralized tariff preferences for developing
countries?

Answer: The generalized system of preferences was authorizea

by the Trade Act of 1974. We have announced the countrics

designated as benefiéiaries'as well as those currently under
consideration for such designation. We have also proposcd

a list of products to be accorded preferential tariff

treatment, and public hearings were held regarding this

list both by the US International Trade Commission and the

Administration. Later in the'year we will have a firm

program including a final list ofkpro&ucts and implémenting

regulations. Theré will be a Presidential proclamation on
these matters. We expect to begin to operate this system

on January 1, 1976.

Question: How will the gencralized system of preferences
work when implemcnted?



Answer: All preferential tariffs on products included in
'the'system are‘set at zero for expofts from eligible
developing coﬁnt;ies. Should a beneficiary country become
"competiﬁive" in a particular product, it would no longer
require preferential treatment on that product. A céuntry
is presumed to be competitive in a product when its exports
of that product to the US exceed a ceiling initially df

$25 million or 50% of total US imports of that product in a

calendar year.

Question: Can you elaborate on the Secretary's statement
regarding consultations and practical assistance
to enable beneficiary countries to utilize the
generalized system of preferences?

Answer: If our system is to be effectivezgovernment

officials, producers and ekportérs in the beneficiary

developing countries must be made aware of the program and
understand its provisions; We pian to disseminate information
regarding our GSP in international forums such as UNCTAD,

the GATT/UNCTAD-sponsored International Trade Center in

Geneva, and the OECD; through bilateral consultations; and

through regional consultations in orgahizations such as

the OAS. Additionally, ourkEmbassiés will disseminate

detailed information on the program.

Question: What 1s the status of the Green amendment,
which would permit the President to waive
the provision of the-Trade Act of 1974 that
excludes OPEC countries from the benefits of

GSP for those OPEC countries which did not
participate in the o0il embargo?



Answer: Senior Administration officials have testified in
support of this gmendment which remains in Committee in |
the House. We continue to support the amendment but recog—-
nize that a rise in o0il prices by OPEC would jeopardize

the chances of its passage.

Tariff Escalation

Question: What is the "tariff escalation” which disadVan*
tages developing countries? Do US tariff rates
"escalate"? :

Answer: The structure of tariffs of many countries is such

that there are low or no duties on raw materials and

higher duties on the products processed from those raw

materials. This provides a disincentive for the processing

to be undertaken at the source of the raw material. US

" average tariff rates -- including only dutiable products -~

are 4.4% for non«agricultural primary products and 9.5%

for semi-finished goods, including goods made from importeod

primary products.

We are prepared to join with other developed countries
to make a special effort in the MTN to reduce these barriers
on an MFN basis.

Question: What concessions would the US seek from LDCs

' in exchange for US agreement to cut tariffs
on processed goods of interest to them?
Answer: We cannot prejudge the outcome of negotiations with

specific countries and on specific items. However, there

N



are many areas in which developing coﬁntries'can make

contributions to‘the negotiations consistent with their

development status. They could agree not to withhold or
interfere with the normal supply of the materials they
process, and join us in negotiating arrangements to maintain
the flow of raw materials in world trade without creating
artificial scarcities to force up prices. They could also
adopt less burdensome customs procedures and licensing
requirements. Reductions in high tariffs in developing
countries would in many cases not only constitute a form

of reciprocity but also benefit the efficiency of the

economy of the developing countries concerned.

Question: 1In the trade negotiations the US proposes té
negotiate rules governing the use of export
restraints much along the lines of existing
rules that govern import restraints. Is
the US prepared to limit the use of export
controls in periods of shortage?

Answer: We héve stated our willingnQSS‘in principle to make

and to request specific supply access commitments as part

of the reciprocal exchange of concessions which will be

taking place in a number of different ways within the MTN

framework. Wé have further stated our interest in negotiating
rules governing export restrictions. In recent years

countries have resorted to export controls for various reasons

including short supply, foreign policy, or to encourage

-



local processing. Their injured trading partners have had
no recourse under existing trade rules. The absence of
agreed rules governing export restrictions is a serious

deficiency of the trading system that needs remedying.

Trade in Tropical Products

Question: The US supports early agreement in the MTN
: on tropical products. What are the products
that are considered "tropical products" in the
MTN? .
Answer: As a gencral definition, we would consider as
"tropical" thése items which can only'b@;produced in a
tropical climate, and not ih the countrics of the temperate
zone. Examples of such products aré coffee, cocoa, tea,
bananas, épices, tropical fruit, etc. We would also expect
to include in this definition the close derivatives of
these raw products (such as cocoa butter and powder).
However, tﬁis definition would not extend to finished
manufactured products which are fabricated from these items

(for example, automebile tires made from natural rubber).

Question: Is there a list of the tropical producté on
‘ which the US is ready to make concession?

Answer: No. The Multilateral Trade Negotiations have not
yet reached the point of discussing specific products. At
this point we are analyzing the requests made to us by the

LDC's. We expect to hold both bilateral and multilateral



discussions with the requesting countries beiure making a
" final decision on the US offer.

Question: Don't most tropical products enter the US
market duty-free?

Answer: It is true that many tropical products have low or
zero duty; coffee beans, fresh bananas, cocoa beans are
examples of duty-free tropical items of great importance
to LDC trade. However, there are a significant number of
dutiable items; these tend to be products which have some
degree of processing. For example, cocoa enters duty-free
but cocoa cake and cocoa butterrare dutiable. Similarly,
fresh bananas have no tariffs but dried or otherwise prepared
bananas are subject to duty. Consequently, removal or
reduction of these tariffs should be beneficial to LDCs,
not only in terms of a general impetus to trade but also
in stimulating a greater degree of local processing in the
LDCs. |
Question:  Aren't most processed or semi-processed tropical
products already duty-free under the US
Generalized System of Preferences (GSP)?

Answer: Yes, manyrsuch items are expected to be included
in the GSP. However, the GSP is a temporary (ten-year)
program which is subject to certain constraints (i.e. the
"competitive need” formula). MFN reductions would still

be valuable to LDCs, since such concessions would be permanent

-



. and bound under GAPT rules, which means they could not be
withdrawn excebpt through granting interested suppliers

appropriate compensation.
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COMMODITIES

QUESTION: What are the Secretary's proposals for action
on commodities?

ANSWER: = His proposals include:

~-an international system of grain reserves to
provide reasonable stability in the aveilability
of food in commercial markets;

~--a consumer-producer group for every key raw material,
to discuss how to prométe the efficiency, growth,
and stabiliity of its market, with priority for the
establishment of a consumer-producer group on copper;

- membership in the International Tin Agreement,
subject to ratification by the Céngress;'

-~-active US participation in the current Coffee
Agreement negotiations, and in the forthcoming
‘negotiations on cocoa and sugar, with a view to
joining them if the agreements are satisfactory;

--expanded investment ih natural resource development
to ensure a reliable and growing supply of critical
raw materialsk‘with a major role for the World
Bank Group in this effort;

-=~US contribution to the UN Revolving Fund for Natural
Resources Exploration which is designed to help the
~developing countries locate and evaluate their

nmineral and other natural resources.



International System of Grain Reserves

QUESTION: One of the principles laid down by the Secretary
to govern an international grain reserves system
is assured access to supply for participants.

What does assured access mean and how would this

differ from treatment for non-participants?

ANSWER: First, we see a food reserve agreement as providing

a context in which coordinated action by the principal pro-

ducing and consuming countries could be taken to maximize

world food availability when the supply situation becomes
tight.

Secondly, in serious shortage situations parti-
cipants would have assurcd access to reserve stocks; non-
participants would have no such assurance. In the extreme cvoent
that a series of world crop disasters reduced total food
availability below current worl&'neéds, participants
complying with the terms of a reserves agreement would be
given access to the available supply.

QUESTION: Would we expect to get more and better crop
production information from the Soviet Union
under the provisions of a reserves agreemncnt to
which it was a party? '

ANSWER: Yes, we would expect that parties to a reserves

agreement would provide the best available information about

their own grain production.

QUESTION: How would the special help for LDCs to hold
reserves be given?

ANSWER: ~ We recognize that food deficit developing countries

participating in a reserves agreément may necd assistance in

»

meeting reserve targets. Food aid would be one means for



providing reserve commodities on concessional terms; direct
~financialvassistance by non-food exporting developed countries
would be another. . These, and perhaps Other‘approaches to
this problem, will need to be considered in’negotiating‘an
agreement.
QUESTION: What are the principles in the US approach to

food security which Secretary Kissinger has

said could apply to other commodities?
ANSWER: For many commodities, an effort aimed at in-
creasing assurance of thé availability of supply would need
to address the issuerf stockholding in some way. 1In
considering a stocks solution to the problem of supply
Stabilizafion, the qugstions of the conditions under which
stocks would be acquired and released, arrangements for
holding stécks and preferential treatment’fox participants
in a stocks arrangement would need to be considered. These
are the~questions which have been addresséd in the us approach
to food ssecurity. Ofvcourse, the specific resolution of

these questions could differ markedly from case to case.

i Buffer Stocks

QUESTION: The Secretary endorsed stocking arrangements as
= - the most cffective technique to moderate commodity
market instability. Do we favor buffer stocks for
all commodities? :

ANSWER: No, we recognize that each commodity has its own
particular characteristics and problems peculiar to it. For
some commodities, the dominant problem is not instability

¥,
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but competition from synthetics. -For others, it may be
deCliniﬁg or sluggish secular demand. For yet others it

may be over-production as new suppliers come onto the

market. The remedies‘for these problems would not be buffer
stocks but other measures including diversification, improved
productivity to enable producers to compete on a price and
qguality basis, etc. Moreover, some commodities, such as
bananas cannot be stored.

Howevexr, as a dgeneral matter we believe buffer stock
arrangements have important advantages over other commodity
stabilization arrangements. They do not constrain production
but smooth it, so that capacity need not be idle when demand
is depressed or overtaxed when demand peaks. They permit
lower-cost producers to expand output and the pattern of
production to shift in response to changing costs. They do,
however; involve substantial initial investment costs which |

may or may not yield a financial return over operating cosis.

Tin Agreement

QUESTION: The Secrctary announced US intention to join
the International Tin Agrecment, subject to
Congressignal consultations and Senate
ratification. What is the status of that
Agreement. o
ANSWER: A new International Tin Agreement =-- the fifth
such agreement ~-- was negotiated this year and will be open
for signature until April 30, 1976. The new agreementrfollows

closely on the lines of the present agreement. It provides
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fortbuffer stock operations to maintain tin prices within a

given range. Membership of the presént agreement ihcludes

6 developing producing countries: Malaysia, Thailand,

Indénesia,4Boliyia, Nigeria and‘Zaire; plus Australia.

Except for the U.S., all important consumers of tin (22

in number) ére presently members of the agreement, including

the USSR. All attended the negotiating éonférence and are

expected toysign the agreement along with the producers.

QUESTION:  why has the U.S. not been a mehber of the present
Tin Agreement or of its predecessors? '

ANSWER: Although the U.S. participated in the negotiation

of the Tin Agreements, it has never joined the agrecment,

in major part bzcause of the opposition of the U.S. tin

consuming industries.

QUESTION: Why is the U.S. prepared to join the new Tin
Agreement? .
ANSWER: We believe the several successive Tin Agreements

are a good example of effective producer/consumer cooperation
which has endured for nearly 20 years. U.S. participation
would strengthen this' cooperation.

The Tin Agrcement through its buffer stock
influences the price of tin on the world market. U.S. consumers
must pay the international market price of tin whethcr oxr not
we participate in the agreement. ’Membership would give the
U.S. an important voice in decisions of the Tin Council.

Our willingness to join the Tin Agreement now

AN
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demonstrates that our policy of examining commodity arrange-

ménts-on a case-~by-case basis is\a positiQe policy and not

a dodge. Wefbelieée there is a good'case for arbuffer stock

agreement to stabilize the tin market, and we think the

International Tin Agreement can help to do this.

QUESTION: Will the Uﬁited States~contribute to the financing
of a tin buffer stock?

ANSWER: The Tin Aéreement does not require consumer

meﬁbers to contribute to the financing of the buffer stock.

Such contributions are coméulsory for prcducer members only,

akthpugh‘consumer members may make voluntary contributions

if they so desire. During the negotiation of the Fifth Tin

Agreement, the issﬁé of compulsory consumer {as well as

producer) financing of the buffer stock was the subject of

intensive and prolonged discussion. The U.S., together with

most other consuming countries, opposed compulsory financing

of the buffer stock, and pointed out the obstacles this would

pose to possible U.S. participation in the agreement.

QUESTION: ’ Do you expect industry support or opposition?
ANSWERQ The U.S. tin consuming industries have generally
not favored U.S. participation in the tin agreement. We arc
continuing our consultations with them and hope they will
recognize (1) that their economic interests will not be
adversely affected and (2) fhat there are significant political

‘benefits to be gained.
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QUESTION: The Secretary said we will retain the right
to sell from our strategic stockpiles. 1Isn't
this contrary to the spirit and letter of the
Agreement?
ANSWER: We would have no obligation undexr the Tin
Agreement to refrain from sales from our stockpile. We
have disposed of part of our excess tin stockpile in recent
years and will continue to do so after we sign the Tin
Agreement. However, as a matter aof law and policy, we do
not dispose of any stockpiled materials in a manner that

would disrupt the commodity market or without consulting

with other affected countries.

International Coffee Agreement

QUESTIOHN: When are the coffce negotiations expected to
resume,and conclude?

ANSWER Coffee negotiations are scheéuled to resume at
the'Inﬁernatioﬁal Coffee Organization in London cither the
last week of Oqtober or the first week of November for

three weeks. We aie hopcful a new International Coffec
Agreement can be concluded at that mecting. We had agrecment,
in princiéle, on major issues at the most recent meeting which
ended in July. At that time the major problem was the pro-
ducing countries' difficulty in reaching agreement among
themselves on the division of basic market shares for export
gquotas. If producers work this problem out prior to the next
meeting, as we believe they will, we see few obstacles‘tb

successful conclusion of the negotiations. .

AN
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QUESTION: What effect has the Brazilian frost and higher
coffee prices had on U.S. attitudes toward a
new International Coffee Agreement?
ANSWER: None thus far. If anything, the 6u£look for
close supply/demand balance for the next several years
‘reinforces the need for dialogueﬂand cooperation between
producers and consu;érs. We recognize that coffee prices
will be somewhat highef than in the past as the market
reacts to the supply outlook. However, we think both pro-
ducers and consumers have an interesﬁ in avoiding, to the
extent possible, a situation where prices rise so high as
to permanently discourage coffee consumption, and later
drop so low as to discourage maintenance of ndrmal production.
Most producing countrics share our view, we believe, and weo
‘should be able to rcach a reasonable and mutually bereficial

arrangement.

IMF Buffer Stock Financing Facility

QUESTION: = The Secretary said the U.S. supports libeorali-~
zation of the IMF facility for buffexr stock
financing "without encumbering other drawing
rights"... What does this mean?

S
ANSWER: '~ Under the IMF's buffer stock facility, members
of the IMF that are in balance of payments need may draw
from the Fund for the purpose of financing their contri-
butions to qualified international buffer étocks. At the
,,présent time, drawings‘on the buffer stock facility reduce

a member's "gold tranche" position, which is treated as

part of a country's monctary reserves since it can be drawn
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automatically. The liberalization the Seccretary referred
to would make it possible for a member to draw on the facility
without‘in any way affecting its automatic drawing rights in
the IMF, that is, its gold tranche.

| The Executive Directors of the Fund have agreed
fo an amendment to this effect as part of the general

amendments which are now being negotiated.

World Bank Group Investment in the ﬁineral,éector

QUESTION: Why has the World Bank not been active in this
‘sector previously?

ANSWER: The World Bank.has financed programs in the
mineral sector in the past. Recent developments, however,
demonstrate a need for very large future investment in
minerals production while at the same time the security ofv
private investment in many countries is of increased
concern to investois. We believe that the World Bank
Group, working in concert with private capital, will be
better able to ensufe that adequate investment, both

private and public, occurs in this sector.

L2 8
QUESTION: Why should that U.S. Government support this
~program which causes the minerals sector to be
socialized? ‘
ANSWER: We do nct believe Wrold Bank Group financing in
the minerals sector will encourage it to be socialized. 1In
the bulk of cases where private or public financing can do

the job, the World Bank would not be involved at all. But

N
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)Mﬁhere will be others where lack of financing could endanger
timely development of mineral resources in some developing
countries. We believe that the World Bank should in such
cases éo structure its financing as to ensure, and provide
enhanced stability for, maximum opportunities for privéte
participation.
QUESTION: How much has the World.Bank Group committed to
the minerals sectoxr? :
ANSWER: - Before 1973, total Bank Group commitments in’
tﬁe sector amounted to less than $750 million, roughly'zé
" of IBRD/IDA commitments and 10% of IFC commitments. In
1973 the Bank Board of Directors agreed to an expansion to
the level ofV$lOO~120 m2llion per year during 1975-79.
Developments since have confirmed that the Bank CGroup could
usefully increase substantially this target level of

financing for the minerals scctor.

UN Revolving IFund for Natural Resources Expleration‘

QﬁESTION: What is the UN Revolving Fundrfor Natural
ResourceswExploration to which the U.S.
plans to contribute?
ANSWER: The revolving fund became operational in June
of this year in response to an earlier UN General Assémbly
resdlutiou.' Its purpose is to help LDCs explore their
natural resources, using such techniques as field reconn-
aissance teams. The fund will expibre for natural resourbcs
in approximately 40 developing countries over the next 5

N
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years, concentrating in this period almost exclusively

on locating and evaluating solid minerals.

-

QUESTION: How does the fund revolve?

ANSWER: | When a possible deposit is found by a fund team,
and exploited, the host country is required to repay to the
fund 2% of the gross value of the mineral ore mined over a

period of 15 years.

QUESTION: Are other countries contributing to the fund?
ANSWER: Japan has alreédy contributed $5 million and the
Netherlands' first contribution in 1974 totaled $400,000. 7The
Governments of Belgium, Canada, France and the UK have
expressed interest, formally or informally, in supporting
this new fund.
QUESTION: Are international metal corporations opposedvto
this new fund?
ANSVER: The fund should increase the world's knowledge of
the location and magnitude of many hard metals. In the long
run the fund should expand the option open to international
corporations fof folié@~on exploitation of hard mineral
resources. Private‘mineralrsurvey firms are expected to

play an important role in the fund field exploitation program.

QUESTION: How will the United States contribute to the Fund?
ANSWER: The United States will contribute as part of its
annual contributions for international organizations and

programs. AN



The Podrest Developing Countries

.Question: What are the Secretary's proposals for h. ' ing
the "‘poorest developing countries?

Answer: The Secretary called for preference to the needs'

of these countries for elemental economic security and

immediate relief of suffering by such measures as: |

~= The establishment’of a Trust Fund in the IMF to
provide up to $2 billion annually‘forkemergency felief.

-- Conversion to grants, under certain conditibné, of
the loans of the poorest LDCs from the new~Development’
lSécurity Facility in the IMF,

-~ Provision in the budget for increased food aid,
ihcludimg almost 6 million tons of food grains in this
fiscal wear.

-- A major international effort to reduce post-harvest
food& losses.

~~ A new approach to basig health services at the
community level, combining medical treatment, family 
plamning, and nutritional information.

Further, thé Secretary called for preference to
the nceds of the poorest developing countries for future
economic growth, through such measureé as:

~-- Concentrating U.S. development assistance on the

poorest developing countries (more than 70% of U.S.
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_development assistance will be devoted to the poorest
countries). ’ |

-- Substantial replenishment of the International
Development Association (the U.S. will join other contri-
butors in a substantial replenishment, provided that the
0il exporting countriés make a similar contribution}.

-~ The early establishment of the new International
Fund for Agricultural Development to'increase the ability
-of the poorest Cpuntries to féed their people. (The
U.S. will seek authorization from the Coﬁgress for a
direct contribution of $200 million to the Fund, on the
assumption that others will add their support for a combin:d
goal of at least $1 billion. The U.S. will also double
its bilateral agricultural assistance if the Congress
approves) .

Question: The Secretary talked of the poorest LDCs. Who
are they?

Answer: A common and frequently cited income figure for
the pdorest LDCs is $200 per capita GNP. About 41 World
Bank members had a’éer capita‘GNP of<$200 or less in 1972,
Their total population is more than 1.1 billion. About
25 countries in Africa are on that list.

Question: Who are the "most seriously affected" LDCs?

Answer: In mid-1974 the UN prepared the MSA list of nations

"most severely affected" by the current economic crisis.
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_The criteria used in this selection were: per capita inéo&r
of $400 or less in 1971; and a projected basic external
payment deficit (current account deficit lesskmedium or
long term inflows) in 1974 or 1975 equivalent to five percent
or more of estimated imports. The list originally cited
32 nations; early in 1975 Rwanda -was added; by mid-1975
nine other nations were added.

Broadly speaking, the MSA list came into being as the
UN and the development community récognizeé that the impact
of increased prices of energy, fertilizer, food and other

commodities posed extraordinary problems for some LDCs.

IMF Trust Fund

Question: What is the proposelerust Fund?

Answer: The U.S. proposed late in 1974 an 1IMF-administered
Trust Fund to give highly concessional balance of payments
assistance to the poorest countries hardest hit by increased
prices of oii and other factors. Resources for the proposed
Trust Fund would come both from contributions made by oil
producing states and from the use of a portion of the IMF's
gold holdings. The latter feature would be consistent with
the general objective cf phasing gold out of the centef

of the monctary systemn.
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‘Question: What is the present status of'the Trust Fund
proposal?

Answer: There now seems to be widespread international

support for it. At the June meeting of the IMF/IBRD

Development Committee, there was agreément that the Executive

Board of the Fund shouid work out” the details. It would be
easier to implemenﬁ the Trust Fund after amendment of
certain of the IMF Articles of agreement relating to

gold. This is not absélutely necessary, however. 1In

view of the urgent financing nceds of the poorcst countries,
the U.S. will press for early actién to set up the Trust
Fund even before the amendments in guestion are finally
agreed.

Question: What sort of resources would the Trust Fund
have available?

Answer : Over the next several years at least, we would
hope it would have up to $2 billion a year available for
concessionary loans to the poorest countries.

Question: What sort of role is envisaged for the Trust
Fund in thw area of export earnings stabilization?

Answer: It is proposéd that the normal resources of the
Trust Fund be used to convert into grants the loans which
the IMF Compensatory Financing Facility makes to the poorest
countries (in cases where repayment would jeopardize their

development prospects). These countries could also receive



. concessional loans from the Trust Fund to compensate for

shortfalls in ‘their export earnings from selected commodities.

Food Aid
Question: The Secretary said our food aid budget pro-
vides for almost 6 million tons of food grains
in this fiscal year. Does this statement take
recent price increased into account?
Answer: Our estimate of almost 6 million tons is based
on price estimates made after the August 11 crop report,
although these are still subject to change. While some
prices estimates have gone up in the pasl month, others
are unchanged or lower than when the budget level was set

Yast winter.

- Omestion: What is the dollar value of the FY-76 food aid
- budget and how does it compare with last year's?

Answer: Total commodity expenditures in FY-75 were about
$3.2 billion. This year's budget for comnmodities, although

siightly lower ($1.17 billion), is intended to purchase

more commodities than last year. |

Question: What cou&tries will receive Us food aid in FY-767?
Ansver: Some 80 countries will receive TitlekII donations
through the programs of voluntary agencies or the World

Food Program. Title I (concessional sale) allocatibns are

not yet final although we have initiated negotiations with

~a number of countries on FY-76 programs.
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Post~Harvest Food Losses

~Question: The United States proposes that FAO, in
: conjunction with UNDP and the World RBank,
set® a. goal of reducing post-harvest food

losses by 50 percent over the next ten years,

and develop programs to carry out this ob-

jective. What is the magnitude of the potential

food savings in the developing countries if a

coordinated drive, such as suggested by

Secretary Kissinger, can be mounted to reduce

post~harvest losses?

Answer: While estimates of post-harvest losses vary,

some experts maintain that on a worldwide average basis they
are about equivalent to the current level of global food
aid. The World Food Conference Secretariat, for instance,
put losses due to inadequate storage, transportation and
pest control in developing countries at 5-10 pevcent of
production for cercal crops and higher for other crops.

In addition to guantitative losses, improperly stored food
deteriorates qualitatively in terms of vitanmin and protein
content.

In order to provide more detailed information on
the scope and magnitude of the problemn in the developing
countries, the National Academy of Sciences of the United

R Y
States is undertaking a special study which is expected to

be completed in 1976.

Low Cost Health Delivery Systems

Question: The Secretary endorsed the integrated delivery
of basic health services at the community level
as a promising approach to the problems of
health and family planning in the poorest
countries. How would it work?

Answer: " Developing countrics cannot imitate the medical
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vpractices and organization of the more developéd
" countries since they can neither afford nor staff such
a sophisticated ﬁublic health and medical structurc.
As a result, the rural poor reéeive 1iftle or no service
and the urban centers are overtaxed.

The integrated approach relies primarily
on paramedical personnel who concentrate on simple
curative care and preVentive approaches to the major
public health hazards aﬁd nutritional deficiencies of
the people concerned.
Question: What is the role of the WHO in this arca?
Answer: In May 1975 the World Health Assembly passcd
a resolution emphasizing the importaﬁce of low cost health .
delivery systems and the necessity for giving this activity
high priority. WHO and AID have met together with many
other agenciesAand governments interested in health ser-
vices to the LDCs to discuss the integrated program, to
plan together; and exchange information for the active and

vigorous promotion of this concept.

s 3

International Development Association

Question: To whom does IDA lend and on what terms?
Answer: IDA credits are extended to the world's
poorest countries, i.e., thosc with per capita GNP under

$375, on very concessional terms. ~Repayment is made over
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- fifty years including ten years grace with a carrying
chargekof 3/4 éf'one percent. The impove:ished countries
desperately need the World Bank's technical expertise but
would be unable to pay normal IBRD terms for loans. Thus
IDA which offers the Bank's expertise on soft terms is one
of the most effective channels of economic assistance
to these developing countries. |
Question: Why do we need to consider a new replenishment
of IDA when the U.S. has not made its first -
contribution to the last replenishment?
Answer: The U.S. i8~beginnihg its contributions to the
last replenishment of IDA one year later than all the othern
major donors and is spreoading its contribution over 4 years
insﬁead of 3 years as most other donors are. IDA is
committing funds as though we were following the normal
schedule. Consequently all funds will be committed by
July 1977. |
If‘the IDA is to continue its activities
beyond that date, a new replenishment agrcement will have
to be in place by £Hen. That means not only an inter-
national agreement but authorization and appropriations by
‘legislatures as weil. To aécbmplish that the Bank believes

we must begin discussions in November 1975.



International Fund for Agricultural Development

. Question: The President will seek authorization for
a direct contribution of $200 million to
~ the International Fund for Agricultural
Development. What is the orlgln of the Fund?
What is its present status?
Answer: Originally, the Fund was a major proposal
made by the LDCs including OPEC members aﬁ’the World
Food Conference. The Fund was to be designed to mobilize
additional external resources to help finance projects
in developing countries primarily for agricultural
production. | |
An Ad Hoc Working'Gréup composed of intevested
countries has already met twice to discuss possible
Articles of Agreement. The suggested size of the Fund is
$1.25 billion annually. Technical points such as member-
ship requirements, lending criteria, allocation of voting
power, relations with existing institutioné all have yet to
he settled. The prospects for making further progress
on the Articles at the next meeting in Geneva are favorable
given the spirit of good will which prevailed at the
earlier meetings. '
If the Fund is establiéhed on a sound financial
basis, it should attract substantial support from the
traditional donors of assistance as well as from OPEC
countries and will make a major contribution to expanding

agricultural production in the deéeloping world. Our

offer of a direct U.S. contribution to a soundly structured.
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fund is intended to advance the negotiations and encourage

-

commitments to contribute from others.

(IR



POLITICAL DIMENSION

QUESTION: The Secretary said the voting power of the
: OPEC countries will more than double in the
World Bank and IMF. How will this affect U.S.
influence and voting power in these bodies?
ANSWER: Total quotas in the IMF will be increased by
approximately one-third. The share of members in the

total will, however, differ from their present shares.

The quota share of the major oil exporting countries will be

doubled, approximately from 5 to 10 percent. At the same

time, the combined quota éhare of the non~oil exporting
LDCs will be held constant. ‘Therefore, the'corresﬁonding
reduction in quota shares,‘and in éoting shares, will be
shared among the developed countries, including the United

States.

The World Bank has proposed that the oil

exporting countries voting Strgngth would increaée to 15%

of the total. The industrial countries and the other
developing country members both absorb part of the resultant
decrease. In the Bank's proposal the U.S. share would
decline from 22.63% to 20;72%,A No general agreement has yet
been reached oh this proposal..

The U.S. will continue to have by far the

largest quota and voting share, and will, therefore, continue

to have a major voice in IMF and IBRD matters.



QUESTION: Does the United States endorse the recommendations
of the Group of Experts on the Structure of the
Uniﬁed Nations System?

ANSWER: The Uﬁited States does endorse the report of

the Group of Experts as a point of departure for the work

of the intergovernmental committee on United Nations

restructuring. We believe the complex report to be a very

imaginative and helpful study of ﬁ& system structure pro-

blems. We are not prepared to endorse, or oppose, specific

recommendations until all recommendations and their iﬁpli~

cations can be studied fuily in an intergovernmental |

committee.

QUESTION: How should the General Assembly fit into the
framework of global economic institutions?

ANSWER: We believe the basic responsibilities of the

General Assembly are to observe and kecp under review the

s{ate of international cooperation and to draw the

attention of member states to conﬁitions‘requiring inter-

national cooperation in the solution of problems rather than

to actually fashion the necessary remedies, negotiate the

reguired commitmentg*;r administer those processes,thatv

might be brought into being.

QUESTION: What is the attitude of the developing couatries
toward restructuring the UN?

ANSWER: We assume that this issue is of great interest

to the developing countries and we look forward to hearing

their views. Like ourselves, they have been studying the



issues and have not yet commented extensively.

QUESTION: How would the United States strengthen the leader-
ship in the central UN secretariat and the
entire UN system for development and econcomic
cooperation?
AMSWER: The United States believes that the most important
way to provide such strengthencd leaderhsip would be to
reorganize the Department of Economic and Social Affairs
within the United Nations itself so that it is more heavily
oriented toward serving in a headquarters staff capacity and
is less burdened with operational activities. We have not
decided whether the new position of Director General for

Development and International Economic Cooperation, as

evommended by the Group of Experts, would be the best way

to do this.
QUESTION: Why should there bs a rationalization of the UN's
fragmented development assistance programs?

ANSWER: As noted in the report of the Group of Experts

on the Structure of the United Nations System, the UN |
system is more a pro@kct of historical circumstance than of
rational design. The United States belicves that it is

time for the various separate UN development assistaﬁca pro-
grams to be.review as a whole in order to assess how they
‘can be interrelated to assure maximum productivity. Whether
such a review would call for their full consolidation into a
single new agency, as recommended by the Group of Experts, is

a most important question that needs carcful study.é



QUESTION: ﬁow would the United States improve consultative
procedures to ensure agreement among member
governments with a particular interest in a
subject under consideration?

ANSWER: The United States is very interested in developing

the recommendation of the Group of Experts for a new con-

sultative procedures in the United Nations. This recom-

mendation calls for forming small negotiating groups

composed of those member governments with a particular

interest in a subject beiﬁg considered and having these

groups operate on the basis of unanimity with the

assistance of a full-time chairman. The success of these

small negotiating groups, of course, would depend upon the

understandings under which they would oporéte and the kind

of subjects on which consultations would take place.

QUESTION: Why does the Economic.and Social Council necd
streamlining?

ANSWER: The present Economic and Social Council is burdcned

with reviewing the numerous reports cf its excessive

subsidiary machinery. The result is that the Council often

"
ends up reviewing once again the whole range of questions
discussed in its subsidiary bodies, is over-whelmed with
documenfation, and is unable to find time for meaningful
consideration of the many items qrowded into its agenda.

The United States is interested in considering the recommenda-
tions of the Group of Experts that call for eliminating many

of the Council's subsidiary bodies and extending the meeting

periods of the Council so that it can more fully review on
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its own and at its higher level the many "importnat
topics brought before it.
QUESTION: Why does the United States want a mechaniém
for the independent evaluation of UN system
program implementation?
ANSWER: The United States longkhas been aware of the
need to improve the capability of Fhe,UN system to review and
evaluate its activities andkprograms. This continuing
concexrn has sharpened as the role of the UN system in
development and international economic cooperation has beconme
moré important. An improved evaluation capebility would
serve the interests of the developing countries becausc it
shoula increaée the output of the UN development system
and it would also sérve the interests of the developed
countries becausce they would get better value for their

contributions.

LR}



GENERAL QUEST1CNS

QUESTION: Is the Secrctary's speech designed as a sub-
stitute or as a competitor for the New Inter-
national Economic Order of the LDCs?

ANSWER: We are not anxious to enter into any competitions

with other broad schemes or philoscphies. The Sccretary's

speech consists of a series of proposals we bclieve to be
practical. They should be considered on their wmerits and

not in competition with the NIEOQ.

QUESTION: Does the United States continue to reject the
NIEQ? : .

ANSWER: We have not aééepted tﬁe ﬁIEO in part because it

contains some concepts and pioposals with which we basicaily

disagrec. There is, of course, much in it which we do not

disagree with. However, it is our intention té gt beyond

the stagé:of arguing over specific provisions of the RIEQ

and into the stage of working out concrete mcesures which

both the-deVeioping and developed worlds can henefit from.

QUESTION: Do You have any informatior whether the LDCs ayc
planning to continue their confreortational approaci:
based on the Hew Internutional Eccnomic Orqor?

ANSWE&: (Based on info as of 8/25) We.are sure there will

be various views within the developing world. However, since

Secretary Kissinger has Beguﬁ to indicate a new U.S. approach

to North-South economic problems, particularl§ through his

Kansas City and OECD speeches, we have been encouraged that

there have been some growing signs of greater intergst by

many LDCs in trying to develop the approach of building on

common interests. - We naturally hope that this will bhe th=

general approach of the LDCs at this Session.
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QUESTION: Doesn't the U.5. program outlined by Secretary
Kissinger represent a capitulation to LIC-Group
of 77 demands -~ arcn't you really admitting that
confrontatlon with the U.S. pays?

ANSWER: We belicve that the Secretary's speech -- rather

than endorsing confrontation -- puts a premium on cooperative

effort and ncgotiation. In addition, it is clear from the

Secretary's speech that the aoproach and the proposals whict

he has put forth w111 have major beneiits foz Hoth the dev. i

ing and the industrial worlds.. Therefore, wc believe thoeo

have basic merit in and of themselves.

QULSTION: What kind of outcdme do you expec - frem the
Snventh Special Session?

AMSWER: Our objective in laying before the Session a

s

sexies of specific and meaningful propesals is to engoge i

a constructive dialogue leading to practiczl solutions (o

world economic problems. We do not anticipzte that the-

Special Session itself will be the- forum to zcl;cx; these

spc cific results. We hope, haweyer, that thie Sassion will

. focus on cndor serment of practical coals and p:bjects, pE .

ferring implementation to specialirzed bodics.

QUESTION: Granted that some of the U.S. pro;wcals secn
‘Lorthcomlng and innovative, aren't thoy really
de 1gned to preserve the present international
eccnomic system?

ANSWER: 2As the Secretary said, we don't want to get_into

an argument over whether we ére.ihproving the cld system or

making a new system. We obviously can't simply scrap the
éxisting system. However, it is'alsé obviously subject ,‘

to change. The Secretary's statement represents major

suggestions as to how the system can be improved to benefit



‘both developing and é&veloped countries

QUESTION: How does this forthcoming presentation squarc with
the new tough line towards the IDCs advocated bLy
Anb. Moynlhan in his Commentarv articlce?

-

ANSWER: Amb. Moynihan aQVOC&LOd that we talk more franiiv
and realistically with the developing countries. The speca”
do~s that. Arh. Moynihzn has nuot, however, adveocoted, and ik~
U.S. has never adopted a position of failing to respond to

the n2ed for practical and realistic solutions to important

problows. In fact, hMb Moyninan's Comnentary article docs

o

advocate that the UN concentrate more on realistic approact .
to problems. . The Secretary's presentation does this.
QUUSTION: What do you intend to do if the less dcvéloped
countries reject your pronosels and continue to
push for adcption of their morz radical agenda?
AN e We think.our propocalb_rapres\ni & ssrious el
to neet specific needs cof the }ess develop:d n»2cions acrons
a lvoad spectrum. We hope they willAreceiwe.a secious hear i
énq will form the basis of a genuine dialog\é lecding toward

is the essence of ncgotiation. '

%]

spocia ie agreements.  Thi
would be disappointed: if thla aces not happen.. However, in
any cvent, we intend to pursue what we believe to be a con
structive approach.
QuISTION: Can it really be expﬁcted that the pattern of
confrontation between developing countries and
the industrialized countries can be changed in this
two-week session?
ANSMERZ We do not expect a recvolutionary change all at once.
We hope it will be possible to begin to turn away from past
pat toerns of confrontation towards cnncent-“tlon on gpcc1f1ﬂ
projects of cooperation. That is why our presentation stresses

. -
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practical steps that can be taken.

QUESTION: lave we consulted our friendé in the industriali.zd
world on the Secretary's approcach and the speociir i
proposals?

ANSWER: Throughout the last year there have been a long

series of discussions, both bilateral and multilateral in

the OECD, abcﬁt the 7th Special Session. We have exchaﬁgcﬁ

views extensively with our friends about ideas which the

Secretary put feorward.

QUESTION: What is the viewpoint of the other industrializ a
countries? ' :

ANSWEﬁ: They will, of cdurge, make known their own reactions.

However, we have felt that the other developad countries share

with us a gcecneral desire to put our reclations with the du\;lc;i-§

countries on a better plane and-to begin +o copcentyats mo-o

on practical steps which can be tallen to meei many of tho

‘roints put forward by developing countries.





