LEFT BEHIND: PROTECTING BRITISH CAPITAL ABROAD, 1945-1989

When, and under what circumstances, are capital exporting states willing to risk diplomatic relations

with developing countries when assisting their foreign investors?

Introduction

For centuries Western governments have secured the
protection of international capital through the use of aid
flows, trade preferences and military intervention, 1.e
‘Gunboat Diplomacy’. My research project served to fill the
gap 1n knowledge about the conditions under which
Western governments are willing to risk diplomatic
relationships in order to protect corporate interests abroad.

Through an analysis and summary of British investment
diplomacy using almost 1,000 archival files, this project will
provide the definitive account of British investment
diplomacy after Empire. The project continues to provide
cutting-edge research on the history of investment
diplomacy. Moreover, my findings will contribute to current
debates about the role of political and legal instruments 1n
foreign investment governance.

Analytical Framework

The generic model which highlights the analytical

framework for the project comprises of three main parts: a
foreign investor, a host state and a home state.The host state
has three aims, which oftentimes tend to conflict, these
include: protecting its regulatory autonomy, attracting and
retaining foreign capital and maintaining a good diplomatic
relationship with the home state.

Moreover, the investor 1s interested in securing its assets
and the home state wants to aid its investors abroad whilst
maintaining favourable relationships with the host state.

The primary focus of the project, however, 1s the
relationship between the home and host states. The four key
concepts which characterise this relationship include
diplomatic objectives, commercial objectives, investment
disputes and home state assistance.

Hypothesis

In my supervisor Dr. Lauge Poulsen’s preliminary
findings, there have been numerous instances where the
British government either refused to intervene on behalf of
private multinational firms or only provided support
superficially. These preliminary findings suggested the
following working hypothesis for the project: UK
governments were unwilling to intervene on behalf of British
investors during the Cold War when it threatened broader
diplomatic objectives.This contradicts the widespread belief
about the primacy of commercial interests in British
diplomacy with developing countries during the Cold War
period.

Findings

My findings were primarily based upon the domestic 1ssues

raised by British expropriation and the way in which

Whitehall dealt with such issues. I discovered 3 key issues:

[. There were concerns over the government'’s ability to
take property without compensation in 1954

[I. There were fears over China’s new regulations
concerning the leasing of private property in 1958

[I1. A policy committee was established to reduce the area
and scope of public ownership in Britain
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Nationalisation Without
Compensation

This is a timeline of files which indicate concerns with a provision in paragraph 4

of a proposed Town and Country Planning Act in 1954 which would enable the

govemnment to take property without compensation.

27th March 1954

Concerns with the provisionin
paragraph 4 are flagged up in
minutes of a committee meeting by
members of the foreign office.

April 6th 1954 @

A confidential letter from Sir Harold
Caccia to E.W Playfair, who worked
in the Home Treasury addressed the
compensation provision in the bill
and all the issues highlighted by
Fitzmaurice.

® March 28th 1954

A letter from G. Fitzmaurice to Sir
Harold Caccia, both members of the
foreign office outlines the issues with the
provision. He stated that the provision
would encourage foreign governments
to scrutinize the legislation.

o

o May3rd 1954

A letter from EW Playfair to Sir Harold
Caccia was sent. Playfair wrote a brief
response to Caccia, emphasizing that
'there has clearly been some
misunderstanding.

May 1954

There is now nothing in the Town and Country Planning Bill now before

parliament which would allow property to be taken over without the payment of

compensation.
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