: " sing the 1973 war and our
gt a just and lasting peace
sﬂ;'g decision to broaden our
" “to include the sensitive area of
ense Was a political gesture and,
.ﬁi symptomatic of Kuwait’s desire
g dnﬂﬂ' cooperation with the United
states: our point of view, it is in the U.S.
continue to work with Kuwait in

interest to of mutual concern, having in mind

nations of the region is
our overall policy of SO it

eéncouragin i
and_ mutually _prnductive relations fvi:;]:;:my
nations, relations which are indispenaahleuﬁ

achievement of U.S. goals in the area

—-Ta_:} ‘Ehe degree that these nations are gh]
and w1!hng: to assume responsibility for thei:
own security, and the stability of the gulf
region, through the development of appro-
priate force structures, our own worldwide
security posture is strengthened, because we
and they share many of the same strategic

—~Conversely, our refusal to meet requests
for assistance in the vital area of national
defense, when the nations concerned clearly
prefer U.S. assistance to that of other eoun-
tries, would seriously jeopardize our larger
political and economic objectives in the re-

Eii gucl Jitical and economic weight which Ku-

\ ﬂ'e-fnwiel ds both in the Arab world and, in o5,

" walmﬂnﬂmjg sense, in the world at large.

I ﬂ"in qummary, then, we see our selective

lﬁ military exports to the Persian Gulf region,

'y gnd specifically to Kuwait, as serving the

' US. national interest in several important

N, ways.

r?, —Support for the vital Interests of the gion,

4
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E Department Discusses International Economic Policy
,

: Statement by Julius L. Katz

( Deputy Assistant Secretary for Economic and Business Affairs?

[ welcome this opportunity to appear be-
f?l'ﬁ your subcommittee to discuss interna-
tional economic policy. The subcommittee
?;:Eipﬂﬂﬂﬂ Drm:rncati}re questions about our
; e gtl;a economic policy nbjectivgs, our prior-

inte;ac: cnheyence of our policies, and their
Eail 1on with other foreign policy goals.
]h address each of these questions.
l'adiczlpitwar P?I‘iﬂfl has been a period t:_:-f
and po] _ange. In International economic
Politica] life. Throughout this period

i g
0 fundamenta) objectives of our for-
o
ade
Economi, h;:ffm the Subcommittee on International
Natjq a:fg'n;f tge House Committee on Inter-
: on Oct. 23. The complete transeript
6 ; plete tra p
ind win lenga 1.'”“ be published by the committee
p"ﬂ“hlanta, a;allahlﬁ from the Superintendent of
"8ton, 1,6, govy SOVernment Printing Office, Wash-

L 3 Tl L - _ T L

e TR - LR L . S o

Novembey 17, 1975

p
-

eign economic policy have persisted._ The
coherence and continuity of thesfa basic .nh-
jectives over the past 30 years is, I think,
remarkable. ks

Our continuing objectives can
briefly.

We want an open WO
permits market forces

ini icti on
minlimum restrictions o
services, capital, and technology acros

tional boundaries. We wan!: an mtern;:mal:la;
monetary system that faclhtatesdtzand ot
investment. We want a ::unqert]h]e s
tained effort by the economica 3;5 e
countries to improve the prospec

: loping
nnmlt:: *and social prog ational and re-
countries.

We want intern - it
gional economic 1n g

stitution
tion and cooperation £

be stated

rld economy that
to operate with
the flow of goods,

overned bY rules for
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- = d the orderly reso-

e e ting interests.
.--ﬁf;gﬁnzfjl nhgwl: heen the central ele-

. mwt”f our foreign economic p s

st on t iti open world

- on roposition that an :
Mt'a::yﬂ:repeﬂnting under agreed rules en
EE?:E countries to maximize the &cc:_numm
;ains from international exchange. It is also

the most felicitous environment for interna-

tional cnoperat{nn.
These objectives gU :

diate postwar period. Profitin

bitter lesson of the interwar years, when

each nation snught——withuut‘ succfess-—-tn
better itself at the expense of its neighbors
and international economic life was :s.trg,ngled
by controls, we took the leadershlP in de-
veloping new international institutions and
rules to free trade and payments of encum-
brances and to encourage international in-

vestment:

—The GATT [General Agreement on
Tariffs and Trade] to reduce barriers to
trade and eliminate discriminatory treat-
ment in international commerce.

—The International Monetary Fund
(IMF) to establish a multilateral system of
payments and eliminate foreign exchange
restrictions that hamper the growth of trade.
.—The World Bank to encourage interna-
tional investment, including importantly

private foreign investment, for economic de-
velopment.

ided us in the imme-
g from the

.The Purpose common to all three institu-
tions was the promotion of high levels of
employment and res] income and the devel-
fnpen;altr ::f the productive resources of their
I‘E;;}rfe W$ld €conomy flourished under this
i -:}f. w E]El’l,]l:lyed an unparalleled expan-
i ﬂrfi tradr.?, an unparalleled expan-
i risiprlvate International investment
riain, 1 g employment, rising production,

g levels of Personal consumption and

well-bej
e ::II;E’ the ln_ngeat period of sustained
P Et::unumlc growth in history,

e for :
SYEEign policy objectives

4go persist today.

r : ; s
Structures need, p O8rams, and institutional

ed to give effect to these ah.

jectives change, ag they mug :
» A1

to changing needs and o
: cir t%&
economic and politica] mntﬁi‘i‘;iﬂtam

have altered radically, New
been born; old nationg h
surged forward; the relat
of the United States hagq
tries have become more ip
::cpﬂs'ed and del?endent On each oty » Mopg

on and recession coexist ang L. Inﬂa-
throughout the world, The Supmﬂve SPregq
tightly controlled, and its Price isy 5 ol jg

Clearly, institutions and rule:%alat'ng.
modernized to take account of ﬂ:n UEE e
other changes. This is the cage for tiae and
ing and the monetary System. New ;tr?‘ﬁ.
tions and new programs muyst be devl.;?tltu.
to meet new pI‘DblemS——nntably thﬂs:p&i
energy and food supply. The needs of t][:
developing countries for increased ﬂ]]p[}i
tunities for growth and participation myst
be heeded. Foreign economic policy is not
lacking in coherence—the basic objectives
give it coherence—but policies must evolve
In a continuing and necessary process of
adaptation and renewal.

The subcommittee has asked, and I quote,
“What is in fact current U.S. international
economic policy? What are its major short-
term and long-term objectives?” I would like
to respond to this inquiry by looking at cer-
tain major constituent elements of our for-
eign economic relations and indicating suc-
cinctly what we are doing and why.

; Ver

e Ie
dimji ni sheq IE,:)WET

Trade and Monetary System

. 0 0

Trade. We are deeply engaged 10 ?:snz ﬁe

round of multilateral trade negoid bar;'iers
seventh major such effort to reduce

: the
to trade. Our objectives are :
reciprocal reduction of barriers -mprﬂvemen
and agricultural trade and Fhe 1 (rading 1
of rules governing interna.tml}ﬂ ) Familiar
lations. We are here ﬂﬂﬂtmulrigbera izatioh
and historic process Uf.trade:m;m. t
a process that is especially ﬂI ection’s
because of the resurgence d t
sentiment both here and AuE rage, 8r° o

¥ Iﬂw on avE - hﬂt 15
Tariffs, although -t

. ion
naclicible: and “tarift escalat




: , sed and manufac-
pigher ,ﬂ“ﬁ'ﬁ] ﬂ;n nnprtmaw materials from
gured Smd’m made—is an obstacle path to
which they tion in developing countries and
indust eﬁjﬂﬂﬂf of the world economy. The

barriers to agricultural trade
e important. New rules are

i8 Eﬂpeﬁ;]a]:«f:}ntariff trade‘ barr_iers; we are
needed O rity attention in this connection
giving T]lesidies and government procure-
to mﬂ:aciice& And we propose to negotiate
ment P nd commitments—governing the yse
rujﬁ:art restraints much along the lines of
ﬂf-efng rules governing import restraints.
Ex&?ﬂ improve the trade prospects of the poor
countries and therewith their economic de-
velopment, we expect to put into effect 5
general system of tariff preferences on J an-
uary 1. In the multilateral trade negotia-
tions we will seek early agreement on reduyc-
ing barriers to tropical products that are
the major source of LDC [less developed
countries] export earnings.

We want also to expand trade and normal-
ize economic relations with the Communist
countries of Eastern Europe, the U.S.S.R.,
and the People’s Republic of China.

Monetary System. The rigidities that de-
veloped in the Bretton Woods system im-
Peded rather thap facilitated international
trade and investment, and radical changes
have taken Place in that System. Intensive
Work on comprehensiye reform was checked
1{;; t::f;frg? crisis and g’al_lupi{lg inflation.
ton g& EGWE?er, participating in examina-
L anedl‘tﬂm al_nendmlents to the IMF
0 begip g Dthfr Immediate steps in order
0 Pﬂrticm;m utionary process of reform.
Ments e; mportance are the amend-

change arrangements, reserve

dsset
ap % and the structure and decisionmaking
w28 Of the Pung

Bregta,, g ﬂp?,l concern, but e want
tion Xibility In the chojce and opera-
Vidyg) €Xchange arrangements of indi-

rve “therg, Provided the members ob-
e Policies gnq guidelines and
ny “Velllance of the Fund. we op-

Mitment to g return to g par

under the Present articleg of the Fund
Progress has been made in r ' l

gold to its former Position and a pew pegged
price. We believe the SDR [specia] drawing
rights]—which we took the lead in creating
—should take gyer many of the functiong
and the role performed by gold.

We favor the creation in the Fund of a
permanent counci] at ministerial levyel with
decisinnmaking authority, In this regard, it
IS important that the United States retain
4 voice commensurate with its role in eco-
nomic and finaneial affairs.

Foreign Investment Issyes

Investment. Foreign investment is g dy-
namic and contentious issue in our inter-
national relations. Qur traditional pnlfcy. is
to provide maximum freedom for our in-
vestors to invest abroad and for foreign in-
vestors to invest in the United States and
to enjoy nondiscriminatory treatment. The
policy is based on the pmpnsitiun that world
output will be greater if capital and man-
agement skills go where they can be em-
ployed most efficiently—from areas of low

; as of high return.

IE?IL‘E; t;ﬂ?ili;i’ is not universal!y end?rsled.
Private foreign investment, and in par:txcut;tr
the transnational company, Whl‘ﬂh Is ES;
major instrument today fur'fﬂrmgé] JEIH‘ES
ment, is a highly emotional issue. ouiriee
want foreign investment for th_e 'beff]jreign_
brings, but they fear it because ”f 115 pidipiis
We believe it would *be heneﬁmla S
international cﬂmmqmt_}r to d;wi:xfdards p
T baianﬂf&d P;‘;:EISI;J]I:EDERIE enterprises
;Egd;i:e:ﬁmift?in their mutual relations.
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Ellﬂh effﬂl'tﬂ in the

We are participaling = o omic Coopera-

JPE MR ization for :
i gﬁlgi::ﬁ;ment] and the United Na-

o i delines should be ind_icative
tions, The gﬁ:;g:tur}r. An internationally

Jopte o guidelines would give govern-

get of 5
Eirnid ind enterprises A petter understand

i each has regarding
ing of ﬂte Exﬁiﬁ?”{‘;ﬂ also strongly favor
e Emn’c of mechanisms for the
th:tletxir?::iﬂpglf investment disputes. Such
fnﬂechanisms are a deﬁrabl:e means of ﬁe-
politicizing and resolving disagreements be-
tween foreign investors and host govern-
ments. . .

Concern about the inflow of private 1n-
vestment into the United States, especially
by the major oil-producing nations, has been
evident. Following an intensive review of
U.S. policy on foreign investment in the
United States, we have concluded that we
should continue our traditional commitment
to national treatment for, and noninterfer-
ence with, most foreign investment in the
United States, consistent with existing laws
and regulations. We will, however, maintain
closer oversight of those investments through
a new Office and Interagency Committee on
Furfﬂ.i.gn Investment in the United States. In
addition, we will seek assurances from those
governments capable of making large invest-

ments that they will consult with us prior to

lilrl;dertaking major investment in this coun-

Energy and Raw Materials

Energy. The oil
o embargo in
staggering Price increases 1973 and the

€ on ] : :
SUDDLY 10 the price oy 0. Ol Neither the

Sy
. Tl Errme of a centra] factor in
as any longer under our

: danger
cations of the n:vf i |onger

tio : s :
n. We joineq With othey m'energy e
Jor consuming

countries in the new

ly Creg i
Energy Agency. To co ted Inte ]
pe ' n"aﬂﬂw \#F

dangers such as g
related balance-of-
and our partners in th , TrORlema S
for muifual assistang: iiE‘:‘hmed ina: H::
bargo, n:wnlving emergency ﬂiﬁlvent of g,
duced oil consumption, ayq Stocks o
ngEEd on a $25 hillion Support ":;“ Ehﬂn'ng;
vide assurance of financig] ﬂﬂsigtundtﬂ"ﬁ
event of severe bﬂlﬂﬂﬂ&-ﬂf-pahf'l“ﬂﬂ in
culties; and at U.S. initiative pmﬂnts diff.
the International Monetary ’Fum;ﬂﬂsed that
!Zl'llﬂt fund for concessiona] loans tﬂﬂ{ll'eate ¢
Ing countries hit hardest by o .E"'E]‘?IP
creases. brice .
To deal with the fundaments]

problem of eﬁxcessive dependence op insecyye
sources of oil and exposure to arbitrary ip.
creases In the price of oil, we and gy [EA
partners are developing g comprehensise
program of measures to conserve energy and
Increase energy Investment and production
It is only by reducing consumption and ip-
creasing supply that consuming countries
can end OPEC’s [Organization of Petroleum
Exporting Countries] monopoly power over
the oil market.

A third element in our strategy is to have
consumers and producers join in a dialogue
on energy that will emphasize our commul
interests and encourage a more positive relz-
tionship. At the Paris preparatory confer
ence last week, it was agreed 10 hold 2
Ministerial Conference on International ECU;
nomic Cooperation in December. At tha
conference, there will be established +2]ﬂm;
missions on energy, raw mﬂterials’.dﬂ iL-
ment problems, and related ﬁﬂﬂ“.EIEI tqﬂﬂ
tions. The oil producers and the mdusmerﬁ
ized and the developing-country mnsgmis-
will pursue their dialogue In these ¢
sions.

Commodities. Two problem
ticular concern to us in this area- restm

One is the need for Suﬂtﬂined 11}‘*'11}' I
In raw material develﬂpment,’ EEP?E;? n
eral development to meet I e 1lﬂ'nr{:cn::s.
Capital requirements are Enﬂrunf&vﬂ ble
technology is complex; but the ate
political environment facing priv

longer tep

E‘E i

state pulle™

Department of
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T Anw

gortages

|d economy MOVES out of recession.
r
the WO

: f the consuming, as well
s in the éﬁzﬂiﬁt znuntries that these re-
as the %I:] developed in ways that take ac-
SUICe the sensitivity of countries to own-
count of nts over their subsoil resources.
ership 1€ that an initiative by the World
We bel!IEI:;E its affiliates, the IFC [Interna-
Baﬂk; aFinance Corporation] in particular,
-nmancert with private investors, would be
::1 c:xcglleﬂt means of f:nf:nuragin_g invest-
ments in raw materials in developing coun-
tries. : . v
The second problem 1s the instability of
commodity markets. A number of commodi-
ties are subject to wide swings in price be-
cause of cyelical variations in demand in
industrialized countries and wvariations in
supply because of weather. Such instability
wastes resources, impedes the development
efforts of the poor countries, and is de-
stabilizing in the industrial countries, adding
to inflationary pressures. High prices in
periods of commodity shortage enter irre-
versibly into the wage and price structure
of industrial countries and persist after the
“mmodity market has turned around. Thus
Ve are prepared to consider buffer stocks or
Supply management arrangements in cases

Where such arrangements are feasible and
4Ppropriate.
The problem
May not he pri
Prices may be
sult jp very

Such Situatio

of some commodity markets
ce Instability. In some cases
stable but at levels which re-
low earnings for producers.
% 008 might be due to chronic
::i?;:ﬂdtléctfmn’. to competition with sSyn-
Cient I;I‘Odu E_rﬂlgll tra_de barriers, to ineffi-
kEting Ilracfi lon techmques, or to poor mar-
o thin} ces._Thus we believe it is wrong
' In terms of price stabiliza-
| R s oo leve it is necessary
Ming the root Odities case by case to deter-
‘:Pnaider cause of the problem and to

D:E;E“I'EE appropriate to the par-
M at hand. Such solutions
"W""lhr 17, 1975

ol — countries threatens to

Mﬂm flow of private capital and
i into natural resource develop-

M acity is adequate now, future
W;uﬂﬁpthrottle world growth when

especially agricultura] commoditj
bulk of their . W

: the compensatory fi-
nancing made available to developing coun-

tries which sustain shortfalls in their export
earnings for reasons beyond their control.

Seeking Adequate and Secure Food Supplies

Food. Production shortfalls and high
prices for food during the past three years
have heightened international concern about
assuring the production and availability of
food supplies worldwide. Since the World
Food Conference in November 1974, we have
stressed the development of policy in three
areas: (1) increasing food production in the
developing countries; (2) prnviding.a rea-
sonable level of food aid until a major ex-
pansion of food production is brought ahm_lt;
and (3) establishing a world food secur:t;r
reserve system. The liberalization gf agri-
cultural trade, our fourth objective, 1s ]}El?lg
pursued in the multilateral trade negotia-
ions.

; UThE widening disparity betweep food Pll'f'*
duction in the develnping cnunt_r:es and Fne
requirements of their still rapidly Erﬂ“’]fj eﬁ_
population is of internlatlgnal ;::EJEEI;IH& o
veloping countries cultivate m : 4
e industrial cou
I]l-DdU{]E ]Esshfﬂﬂj t?:l:;atﬂst capacity for
tries. They have g
inereased crop yields and outp O

t several decades. We are €n o
nex AP i C agrmultural dlE‘i-"E pP-
high priority for LP 71 d multilateral
ment in existing bilatera bilization of Dew
aid programs and the mo
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of LDC produc-
/ill continue to be
th to meet emer-
rements and to re-
"-' ﬂ-ﬂﬂf cﬂmmﬂrﬁiﬂl im-
::-"?.-:'r"'n-! tries. We Eul:'pﬂrt a
10 million tons of food aid
‘will make every effort to pro-
P ‘million tons of that total on
yver the past three years, poor harve_sts
w countries and the resulting
wns of traditional grain stocks have
ed the world’s awareness of its vul-
lity to food emergencies. We have
‘the lead in seeking establishment of
_-__;_;~-. international system of nation-
eld grain reserves to alleviate world
iges in bad crop years and reduce pres-
on supply and markets. We believe re-
be adequate in size, fairly
ed, and subject to agreed guidelines
fase and acquisition. We are actively
fﬂ the process of negotiating such
e system.
A on. 1 -.hav? tried to highlight poli-
o Bixi ::f:najur functional
- conomic relations. One could,
at fnrmg_'n economic policy
s with groups of
e Fieh countrie, andpti of cm:mtrles—__
et 1, O,
fﬁ&t}l:;;g of postwar life js th:sli«‘
in cultivating the habit of

mdus-trialized coun-

econg . Countries, j i
Mic interegt to try

Investment norma|

Secretary Kissingey ;

5 i |

U.N. special session oy gelpﬁt: SPeech o
year laid out in detaj] ¢ Mbey | o thy

h e -
grams that shoulq guid:u?l.lm“ :
. In

It is a positive stateme
build. T commend the api&“ i
Yoy,

b
W

Department Discusses

A
With U.S.5.R. on Grain s

and Qj

Statement by Charles w.

R »
Under Secretary for Eeo e

nomic Affgips:

I welcome the opportyn;

today to deseribe nefv arrzggezeifsw
lSnviet Union on trade in graing whiThﬂ;E

ieve will significan :
varsi g tly benefit the Uniteq
U.S.S.R. production and trade in gpaiy
currently are the two most unstable elements
In the world grain economy, accounting for
about 80 percgnt of the annual fluctuation in
wmjld trade in wheat—the principal food
grain. Variations in Soviet imports of grain
have been particularly marked in this decade.
In the 1971 crop year, the Soviet Union i
ported about 8 million metric tons of grain,
of which 2.9 million tons were from the
United States. In the following crop yeat
imports totaled about 21 million tons, of

which 13.7 were from the United States
It is this extreme variation which makes
planning production for the Soviet market by
U.S. farmers difficult and which affects the
availability of supplies not only for our o
foreign customers but also Americal mﬂt-
sumers—not just homemakers but ouf {ﬂﬂ.
producers as well. this sit?
tion, the President announced
9 that he had directed me to explore
term agreement with the Soviet Uniof

which

_"Made before the House Committee t:n
tional Relations on Oct. 28. The Cﬂmpiee comm

of the hearings will be published bY <

n
and will be available from the 5“FE‘S¥EE, Wash
Documents, U.S. Government Printing

ington, D.C. 20420.
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