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I-I eadquarlcrs: 

Washington, D.C., U. S. A. 

INTERNATIONAL BANK FOR RECONSTRUCTION AND DEVE.LOP!-1ENT 
C..ble Add ·""• - INTBAFRAD PARIS 

INTERNATIONAL DEVELOPMENT ASSOCIATION 
Cable Add,,.,- INDEVAS PARIS 

EUROPEAN OFFICE: 

I 4, AVENUE D'I13NA, PA.RIS (16£)- FRANCE 

· Telepl10ne - 553-2510 

April 16, 1968 

Dear William: 

As you very well know your fo rmer organization, ODI, aTe spoooori:ng 
a meeting at the London Hilton from May 8 until 10 to discuss the results 
of UNCTAD II. (Soper, with whom I bave just talked on this matter, cetlled 
it a "post-UNCTAD meeting" on vrhich I made the bad joke that as lo:ng as 
it is not post-mortem it is allright.) 

The meeting will start on May 8 at 9. 30 a.m., to be opened "by Chairman 
Peppercorn, thereafter Lord Aldington at about 9o40 aom., who will be 
followe d by Andre Philip and probably Ambassador Silveira. (Brazil). 
Silveira was one of the leaders of. the "77" in Delhi. 

. In the afternoon, John Butler . (the economist of the Stildcer repoJ."t) 
will be the first speaker, to be followed by myself. They expeot me to 
talk about the financing of world tradE. 

On May 9, lvtaxwell Stamp will be one of the speakers, to be folJ.owe d 
by Ernest Parsons (OECD). 

The meeting will probably close at about lunchtime on May 10. 

With kind regards, 

:Mr. William Clark 
Director, Inforw:.tion Department 
International Bank for 

Reconstruction and Development 
Washinb~on, D.C~ 

Sincerely yours, 

Arthur Karasz 



INTERNATIONAL BANK FOR 
RECONSTRLCTION AND DEVELOPMENT 

INTERNATIONAL DEVELOPMENT 
AS SOC I AT ION 

INTERNATIONAL FINANCE 
CORPORATION 

April 23, 1968 

This was prepared for our briefing 
for UNCTAD. Algiers Charter and main 
agenda items of Conference were considered. 

Specifically, reference to Algiers 
Charter recommendations at pages 4-S. 

'M.r. Friedman 
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UNCTAD II 

Introduction 

rbe s cond e sion of the United :tions Conference on Tr de 
and D :veloJDSD,t will be held in New Delhi tro F bru ry 1 to arch 25, 
1966. A provisional agenda tor this session was a Pied by the frade 
and DeveloiJDent Board at its ti.ftb s ssion held in Geneva in August, 
1967. Apart from the plenary session in the ini ial and closing stag 
ot the Conf r ce, th discussions will ake plae mainly in tive co -
mittees (cou:mdtte of the whole); there y be one or two working 
grou as w 11. The fiv a1n e tt will deal with the following: 

(1) C odity proble s and policies; 

(2) :EXpansion and diversitioation of exports of anu-
factures and s :utaotures of developing 
countries; 

(3) Growth, develo ent ttnance and aid (synchronization 
of national and international policies) J 

(4} Problems of developing countries in regard to in ... 
visibles, including sbippingJ and 

( 5) Trends and problems in world trade and develoJDent, 
including revin or i pl entation of U C'lAD I reco -
mendations, d the rld food probl • 

Oo dity Probl s 

With the breakdown of the Cocoa Conference, and the diffi­
culties facing sugar and natural rubber in parliicular, the discussions 
on co dl.ty probl s in Co tt I may tend to beco e ar entati ve. 
fhe operation and financing of butter stocks, ain el of in-
t mational commodity arrang ents, as well as tha re general proposal 
of the J'reneh for rket. organization with a view o co odity stabili ­
zation, will figure prominently in the di oussion • Our position so 
far has been that pre- financing of buffer stocks is not within the pur-
view of rld Group activiti s; World B assistance is tor 
tu.rt.hering diversification and con · c develo nt . {Ref rene to th 
Joint Cof.fe Study.) Bow r, following th Rio R solution on 
modity stabilization, udies hav be taken in hand, cooperatively, 
in the Bank am in the Fund; it is not possible at this stage to antic­
ipate the cooclusions of these start studies or the decisions hat the 
Manag ent and the Board may ulti at ely take on the tt er. 

General Preferenc s 

.l general systan of trade pre! ranees by all industrialized 
countries, on non- reciprocal basis, is the major subject on the 
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agenda of •ttee II. During th course ot 1967, diseusaions have 
taken place 1n the OECD on the subject; vhil th r are still several 
di.fficulties ot a technical and policy nature, the donor countries 
have moved away in principle from the r erv tiona they had on the 
subj ct at UUC'f!D I, and there is now a basis for agre ent . (We 
have little to say on this . ) 

Growth and Aid 

In Committe In, dealing with develo ent .finance, sub­
stantial. discussion and reporting ay emerg on growth and p rforut­
ence, essentially in terms of a joint end vor of donors and r ci­
pients. Developing countries recognize th t the main re ponsibility 
for their develop!! t rests with th • Repr tativ• of donor 
countries ay be expected to argue for some spelling out ot the 
"discipline of develoJDent . 8 Th spokesmen for som developing 
countries may propose impartial expert eva.lu :tion o! plans and per­
forDI8!1ee on a continuing basis. P..oilever, in the discussions n sup­
plementary finance, developing countries as well as donors indicated 
a willingn s to look to the regular work of existing (financial) in­
stitutions, as well as the coordinating procedures ot consortia and 
consultative groups, tor the evaluation of developnent programs and 
pollci s. 

In r gard o develo act aid flows--the other main aspect 
of develop11 strategy- -the repr entatives are likely to ag 
th sel v in discussing the one per c :t; target;--whG he d ominator 
should be (i.e. , whether the target. should b one per cent of neb 
national income or of gross national product), whether the percentage 
should be raised, and similar questions - -with little likelihood of 
any trui.t.f'Ul consensus being r ach • The discussion will be also 
about the feasibility of a separate target for official flows; here 
again, question will be raised of n ounts involved--and whether 
the amounts should be n of aaortization only or also net; of interest 
charges. A number o! donor countries are not in favor of set:.ting a 
separate target tor official aid. However, m.ainly because ot th 
lack of reliable data on private capital flows and, in rmy case, since 
it is recogniz d that little can be dan through government action in 
regard to private capital !lows, so e of th donor co'll.t'IGries (the 
Netherlands, Canada and the Scandinavian countries) ay be inclin d 
to ba a closer look at possible guideposts separately for official. 
aid. 

Leaving aside the definitional and computational cot:tplaxi­
ties of such atters, the main question here relates to wheth r donor 
countr1 s will provide enlarged resources for the growth of LDCs . 
'this, in tum, raises the question of an assoo ent of the capital r 
quir enta o! LDCs . Re.!erences will be made to our own estimate of 
3 - 4 billion of additional capital requir ents, related to ab­

sorptive capa.eity of LDCs, and we will be expected to contribute to 
these discussions. 
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IDA Reptenishmmt 

If agreement on IDA replenishment has not been reached in 
principle before the Conference, this will be a main area of concem. 
That IDA replenishment on a. substantial scale is of vital. ir.lportance 
is recognized all around; agreed res{)lutions on this were adopt;ed at 
ECOSOC (August, 1967) Trade and Developuent Board of UNC AD (sepr.EI!'l­
ber, 1967), and United Nations Second Cormnitt&e (October, 1967). LDCs 
have extended solid support to it in recent onths . 

Supplementary Finance 

Supplementary financis.l measures is a separate item on the 
agenda, and is likely to coce to the fore as a main item for considera ... 
tion . The Intergovernmental Group Report wa~ adopt;ed in November, 
1967 I and has been forwarded directly to '(J}JCTAD n . Swede."'l 'Will 
actively urge agreement on the pri.l-'l~iples of a schme broadly 0:1 the 
lines of the Bank Sl#aff' proposal; LDCs and some developed cou:1tri 
are likely to sponsor a joint resolution on the subject. On the 
basis that finance would not come up for a.cti ve consideration, u.ad on 
the clear understanding tliit financial eolllillitments w1l1 not arise 
under S till 1970 or so , ther seems scope for n gotiating an agree­
ment in principle at UNCT.AD II . The fact that LDCs o enl.y acknowledge 
the need for , and the appropriateness ot, policy underst.e.ndi.ngs and 
performance evaluation, is a distinct gain o'tlt of S , di.6eussions for 
the whole field of develQpment finance. 

Debt Problems 

.Another important subject relates to the external debt; posi­
tion of LOOs and terms and conditions of assist6llce, including dif­
ficulties arising from aid-tying. At the policy level , we may re­
state the view that debt rescheduling can only be on an individual­
country basis, and that no across-the-board arrangements are possible . 
As for the !actu£1 position, the e!!orl that is being done by the 
Bank Staff for collecting and collating the data could b described. 
A statE!ll.ent on the int;er st rate structure of the World Bank and IDA 
credit t ems, ae also the possible scope for red .f'.in:i.J!g the procedures 
and criteria for IDA credits subsequent to IDA replenishment, might 
be useful, if feasible at the time . 

ot.her Subjects of Interest to the Bank 

Otiher subjects, in which the Bank staff have been involved 
and may be called upon to make brief ste.tanents, are: 

(1) Horowitz proposals 'l'he donor countries generally are 
disinclined towards this proposal, and the Bank 
staff view essentially remains as it was put !o:-ward 
1.n our study. 



(2) Suppliers ' credits: In the Bank St.atf Study th 
n ed for r egulation on both aid s was noted.J it 
was also indlca.ted that a secretariat 'thin the 
OZCD could ~elp on the creditors ' 5id • The 
Algiers Chart ar proposes :.m in'tergo rnm tal. group 
to dac.l with all aspects of co ercia.J. credits in­
cluding suppli s ' credit • ~e DAC embers them­
sal vea se no niled. to set; up any n intemati~n.al 
machinery to cope with the problem, but they may 
suggest more f'fect.ive uoa of existing institutional 
arrangements . It may be noted that discussions 
have bean initiated bet-.raen officials ot the Bank 
and tho Barno Union to explore possibilities of co­
operation for exchange of information and considera­
tion of lending p.~liGy matters. 

(3) .fu.ltilateral invetit::nent insurance schema: Refer­
ence may be made to studies by DAC and IBRD. Soc.a 
account of current discussions in the Bank regard­
ing machinery and procedures uould b usa!ul. 

(4) Convention on Settle:1ent o! Investment Disptltes 
between States and nationals of other countries: 
This has co e into force, and a Center for Settle­
ant of Disput e bas been sat up. An account of 

the role of the Center, and the latest po ition in 
regard to bersbip, etc . , would be useful . 

Algiers Charter and Ban· Group 

The Algiers Charter also put fo!"''lard the following recom­
end.ations, and these vi '1'0iuts may be stressed by som of th LDCs 

at the Conference: 

(a) D velopad countries a..'ld fLJ.ancial institutions should 
mend and intensify their support to regional de­
veloJXlent banks; 

(b) IBRD should be made a Davelopnent; Ba:::Ut for develop­
ing countries exclusively. Repayment by developed 
countries of loans in advance of maturity should be 
secured, and h funds should be used to aupent r -
ources ot IBRD and IDA to tinance developnent of 

developing countries; 

(c) Thera should be no discrimination by international 
lendin{; insti~utions against the public sector, in 
p:lrticular in industry; 



(d) Developed countri s and international credit in .. 
stitutions should make investnents in in!r -
structure in touris:1 in developing countries; and 

(a) International finn:ncing agencies should give prior­
ity to technical and :tincmcial assistanc in con­
nection with the special probletls of the trade an<! 
development o! land-locked developing countrios--in 
part.icul ·• ·dth the develop:-- t i:l!ld improv ent ot 
their t:-ansport infra-structure. 

Brief statements along the following lines may be in ord r 
on the above: 

(a) Our cooporn.ti ve c:.ttitude to·;ard regional develo ent; 
banks, in providing debt statistics Garvice, in pr -
investment surve3s , snd in oiihcr ua.r~. 

(b) Uou the IBRD is virtually a development bank for 
LDCs zmd there have be .ew loans in recent yeet.rs 
to develop countries, though in earlier years 
sizeable anounts were provided to them !'or recon­
struction and develop.nent. Prepayments of outstand­
ing loans by developed countries do not ee 
feasible . 

(c) A large proportion or IBRD and IDA resources are 
cti.rectecl to infra-structure inve tments in WCs; 
these arc largely through the public sector. 

(d) 1'he conctruction o~ hotel ! aciliti s and such otl ar 
assista."lcc for touris in &ppropria.te eases is not 
ruled out . IFC ha:J commenced doin thi"' (e. g. 1 loan 
and equity investr.tents in a company in Kenya !or the 
purpose). 

(e) In considering project s proposed by the LDCs, the 
World Bmk Group tu.Kes due cognizance, in it;s no al 
methods of project appraisal and ev~luation, o! tha 
imporliance of t;ra.'1Bporl infra- structure for the 
trade and develop ent of the larAi-locked cow1tries . 
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OFFICE MEMORANDUM 
Mr. Michael L. Hoffman DATE: April 12, 1968 

Irving S. Friedman 

illiCTAD II - Supplementary Finance Resolution 

This is rather delayed but I would like to comment on Karasz's 
letter to you of April 3, 1968. 

In his comments on the Supplementary Finance Resolution, to use 
his words "the enclosed text speaks for itself" I don't know whether 
you are aware but the enclosed text very much does not speak for itself, 
and that Prebisch made a formal statement for the record reporting what 
happened in the high contact group on supplementary finance and the 
interpretation that was being given to it. 
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Washington, :iJ.C.,· U. S. A. 
I 

INTERNATIONAL BANK FOR RECONSTRUCTION AND DEVELOPMENT 
Cahle Addr ess - 1:--:TBAFRAD PARIS 

INTERNATIONAL DEVELOPMENT ASSOCIATION 
Cable Address- INDEVAS PARIS 

.EUROPEAN OFFICE: 
4, AVENUE o'rENA, PARIS (16E) _FRANCE 

Mr. ~lichael L. Hoffman, 
Associate Director, 
Deve:i..opment Services 

Department , 
I<> B. R. D., 
Washington D. C. 20433. 

Dear Mike, 

Telephone- 553-2510 

April 3, 1968 

As you probably know, I left Delhi two days before the very 
end of the Conference . (The Conference should have ended on 
M~rch 25th. First, it was extended for 24 hours, thereafter for ,~, ~~~ 0 
72 hours; it finally ended on March 29th at 10.00 p.m.) 

T'ne last subject to have been agreed upon \•las the Package 
Deal on Financing. This has become such a difficult matter that 
the 11 highest level top negotiators" had to go beyond the Eve:r·est 
level to find some field of agreement. I enclose DocuT.ent TD/L.28 
dated March 27th, ¥•1hich contains the agreements reached. They 
are the following: 

1. Terms of Aid and External Indebtedness 
2. Mobilization of Internal Resources ( Performance ) 
3. Compensatory Financing 
4. Private Capita:i.. 
5. The Vo:i..ur. e of Aid 
6. Supplementary Financing 
7. Problems Relating to the Internationa3.. Monetary 

System (Special Drawing Rights, etc.). 
C""r"l,/ ·-f) 

The above items i to S(ha-;i~been described ~i.n previous reports 
of mine . As far as 6. is concerned (S.F1IVI.), the en~l.osed text 
speaks for itself. 

You itii ~. l not find Jn the Package Deal a draft resolution on 
the viorld B::tnl~~ a:i.though it haJ. :)een discussed in many meetings 
during the Conference. As you may have seen in my papers, the 
origins.i draft of this resolution contained several.. 1-aragraphs i--.Jhich 

._.,:_ / /.: /,. / :.:. .__. 

.- . 
j; ::: /I. ,,.'-· .(/:-~: .:.--·--L. ·- ... ·' 

' (.. .. •;· 



Mr . l\1ichael L. Hoffr.1an 2 April 3, l968 

disturocd me a little . Fortu.nate:iy , these paragraphs \~ere eliminated 
in the deflniti .e draft reso:iuLlon. Nevertheless , on the la.st day 
of the Conference , agrcer..ent i·ie.s reae:·12d that , instead of putting the 
draft to the vote, it vvould oe trans.ni tted to the next n,eetin;S of the 
1'rade D.nd De·.'eio:_J:~:ent Board for f'-lrthcr consjderation. I ha·Je the 
feeii ng thc:n; so:ne d=·:e:i.oped nations vicre hesitant to adopt the 
resolution and Prebisch hir.!self vJas not too happy i'll th it either . 

As soon as I receive the definitive documents of tl1e Cvnference 
(Rapporteurs' Report and its Annexes) , I shali trJ to prepare a rnore 
c omprehensive pc.IJer on the enti:ee Conference . 

\•lith best regards. 

Enc:iosure 

cc: Hr . R. I'.__,nuth, 
c/o Paris Office . 
(with attach~cnt) 

Sincere:iy yours , 

Arthur Karasz 
Director , European Offlce 



IXTERNATIOS.1L nAXK fOR RECOI\'STR[ CT/0.\ A \D DEl'ELOP\JEST 

CONFIDENTIAL 

SecM68-94 

FROM: The Secretary April 8, 1968 

UNITED NATIONS CONFERENCE ON TRADE AND DEVELOP11ENT 

Attached for information are the texts of the following 
seven documents submitted and agreed upon in the closing hours 
of the United Nations Conference on Trade and Development held 
recently in New Delhi: 

I. Improving the Terms and Conditions of Aid 
Alleviating the Problems of External Indebtedness. 

II. Improving the Mobilization of Internal Resources. 

III. Compensatory Financing Facility. 

IV. Increasing the Flow of Private Capital to 
Developing Countries. 

V. Aid Volume Target. 

VI. Supplementary Financial Heasures . 

VII. International !'1onetary System - Issues Relating 
to Development Finance and Trade of Developing 
Countries. 

It is believed that these are the final texts as approved by 
the Plenary Session on March 29, 1968. As it will be a month or 
more before the rapporteur's report containing authenticated texts 
will become available, the attached texts of documents of particu­
lar interest to the ~·lorld Bank Group are being made available at 
this time. 

There is also attached a copy of document TD/II/C.3/L.35 
of March 20, 1968, concerning T.Jorld Bank Group matters, being 
a Note by the G1airman submitted to the Third Committee. It is 
understood that a short covering resolution transmitting this 
text to the Trade and Development Board ••as approved during the 
final session of the Conference. 

Distribution: 
Executive Directors and Alternates 
President 
President's Council 
Executive Vice President, IFC 
Vice President, IFC 
Department Heads, Bank a.11d IFC 
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'Jnited Nations Conference on Trade and Development 

~cco11d session 
Agenda ~ tem 12 

GROWI'H, DEVELOPMENT FINA.ll'CE AJID AID (SYNCHRONIZATION 
OF INTER.WATIONAL AND NATIONAL POLICI!!S) 

N"lte by the Chairman of the Con+.act Gro..J:m 
of the Plenary 

Foll~wine consultations within the Contact Group the attached texts are 

submitted to the Conference for consideration. 

ND.68-3849 
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page 2 

Terms of Aid 

I IMPROVING THE TERMS AND CONDITIONS OF AID 
ALLEVIATING THE PROBLEMS OF EXTERNAL INDEBTEDNESS 

1. The Conference endorses the view expressed -in the Agreed Statement of the 

Problems of Develnp:nen:t that the tenns of development assistance generally remain too · 

hard~ FUrther efforts are required to soften the· terms of aid and to harmonize the 

ten1s EP.vell by individual developed countries to individual developing countries. 

T~veloped 0ountriel:3 agree to renew their efforts to achieve by the end of 1968 the 

terms and conditions of external resources laid down by the Development Assistance 

Committee (DAC) of the OECD in its Resolution of·-July 1965 1 and by the General 

Assembly of the United Nations in its Resoiution 2110 (XXI). The Conference urges 

those countries which are now furthest from these norms to make special efforts to . 

achieve them. 

2. The Conference notes with appreciation that a review of the terms and conditions 

specified in the Recommendations of the DAC is to be undertaken this year and 

expresses the hope that it will result in further liberalization of them. It 

considers that efforts should be made to raise the norms set out in the present target, 

either by increasing the amount of aid given in the form of grants, or by improving 

interest rates, maturities or grace periods, or by increasing the grant element of 1 

the official aid commitments of donor countries. Developing countries and some 

dave loped countries consider that either of the following alternative norms, to be 

aohieved 1Jy the end of 19'70, should be specified for each donor country. 

Either --
(a) developed countries might provide 80 per cent or more of their 

official aid in the form of grants; 

Or 

(b) they might; 

(i) provide 90 per cent of their official aid commitments as grants or loans 

at 2. 5 p~r cent interest or less , with a repayment period of 30 years 

or more; 

(ii) attain a minimum grace period of 8 years. 

The developed countries generally t~ke note nf these suggestions and will consider 

them in the evolution ·•f their assistance policies. 
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3. The Conference re~ognizes that the ability 0f individual countries t o service 

external debt varies. · It recognizes also that the terms on which different types 

of funds are obtainable to· promote development vary. It considers, however, that 

most developing countries will need to receive development assistance on soft terma 

for a long time ahead, whether the judgment is based on their ::1ational inccme per head 

or their external financial position and prospects. The developing countries and 

some developed countries consider that, by 1975, the bulk of bilateral lending should 

be on terms ccmparable in ~neral effect though not necessarily identical in all 

individual respects with the terms currently applied by the IDA, with suitable 

arraneements made to enable developing co~ttries not now eligible to avail themselves 

of these terms to do so. The developed countries ~nerally take note of these 

suggestions and agree to consider them in the further evolution of their lending 

policies. 

4. The Conference stresses the importance of ha.:rmonizing the terms of assistance to 

individual countries;· ·.particularly but not exclusively in the case of countries for 

which multilateral co-ordinating arrangements exist. Further ·study should be given to 

th~ determirtants of debt servicing capacity, with a view to establishing eeneral 

criteria for settling terms for countries or groups of countries. Judgments on the 

terms to be offered should be made; where possible, on a case by case basis. Partioulc 

regard should be paid to the needs of the least-developed countries in determining 

terms. Some donor countries emphasize that the overall terms of aid of individual 

donors should be taken intor·account in this connexion. 

5· Some donor countries point out that for them the volume of lending and the rate 

at which terms can be improved are closely connected, especially if the donor -

country has to provide at least- part of its aid by raising funds in the private 

capital market, and to subsidize the rates at which they are relent to devel0ping 

countries. They also point out that the pr0blem is particularly acute in view of 

their relatively limited aid giving capacity. 

6. The Conference considers that further study is necessary of possible improvements 

i~ techniques of lending , having to do among other things with conditions and 

so'b.2dules of repayments, and requests the IBRD to prepare such a study in consultation 

with the Senretary-General of UNCTAD and IMF •. In ·particular the study should talce 

into account the possibility of postponing or waiving interest and amortization 

payments in years of foreign exchange stringency. The results of this study should be 

presented to the next session of the Committee on Invisibles and Financing related to 

trade. 
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7. The Conference welcor.ues the increased availability of financial assistance for 

programme financing and stresses that external finance should be made available both 

for programmes and projects and should include local costs where necessary. Since 

development requires a continuous supply of externaJ. resources, individual donor 

countries should take such steps ~s they can to ensure such continuity. 

Commercial c rcdits including suppliers 1 credits 

8. The Conference endorses the judg)Jlent in the Agreed Statement that commercial 

credits add to the flow of resources and can play a useful role, within limits, in 

pranoting developnent. They are, however, no reaJ. substitute for long-tenn 

development aid. 

9. It was noted in the Agreed Statement that four main questions arise: 

(i) to what extent should coi)1Illercial credits be adapted to promote 

developnent as well as trade? 

(ii) how should its acceptance and use be controlled by both recipients 

and lenders? 

(iii). should the terms be so:ftened, and what would be the implications 

for both aid and trade? 

(iv) should the question whether any new institutional arrangements are 

needed to alleviate harmful developments in the field of commercial 

credits be further studied? 

10. The Conference invites the IMF to prepare a study en these questions, in 

consultation with member Governments, with the secretariat of the UNCTAD, the IBRD 

and nther appropriate institutions. This study should be made available for 

discussion in the Committee on Invisibles and Financing related to Trade which will 

then decide w~ther to refer it to an intergovernmental group with equitable 

representation of developing and developed countries, or to deal with it in some 

other appropriate way. 

11. The Conference further requests the United Nations Secretariat and the IBRD 

to continue, in consultation with other institutions, the study of commercial credit 

as a means of assisting developing countri es .to ·:increase th~ir exports and to 

finance trade with each other including w;zy-s in . which facilities available to them 

might be strengthened and developed. Consideration should be giv.en to the possibility 

of refinancing by international financial institutions of commercial credit 

extended by developing countries. 
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12. The Conference recognizes the gravity of the problems of external indebtedness and 

acuteness of s~me of them, and the fact that such problems arise not nnly from official 

lending but also from commercial credit. It considers, first, that as was noted in 

the Agreed Statement, further analysis is required rf the whole question of indebtedness 

differentiating between the various types rf debt involved. These must not be judged 

in isolation but in relatinn to the debt-servicing capacity of the country concerned, 

its external trade and its rate of growth. The problem ef indebtedness is also linked 

with the prnblems of terms and vnlume of aid. 

13. Second~, improved arrangements to forecast and forestall debt crises are clearly 

desirable. 

14. Third~, since the first objective must be to prevent debt crises from arising, 

develflping countries should undertake sound policies of debt management, while 

developed countries should help by providing assistance on appropriate terms and 

conditions • 

15. Finally, where difficulties do arise, countries concerned should stand ready to 

deal . reasonably with them within the framework of an appropriate fo~, in co-operation 

-with the international institutions concerned. They should bear in mind that some 

developing countries are carrying an excessively heavy burden of long term debt, having 

regard to their need to sustain an adequate rate of economic growth and that suitable 

measures should be adopted in appropriate cases to alleviate this burden. In other 

cases, situations of crisis may arise and arrangements to refinance or reschedule on 

appropriate terms and conditi~ns may be required. Present institutional arrangements 

for dealing with such problems may require review when the analysis of the problems 

has proceeded further and the arrangements for forecasting situations have been further 

developed. 

Tied Aid 

16. The Conference, while rec~gnizing that the causes and effects of tied aid need to 

be further studied, endorses the judgment rn the effects of tying contained in the 

Agreed Statement. Tying restricts the developing countries' opportunities of 

benefiting from the price and quality advantages which normally accrue from a free 

choice of suppliers. This is particularly the case when restrictions are imposed not 

only as to the s~urce of procurement of the goods but also as to the nature of the 

goods. Further tying tends to reduce the real value of aid inasmuch as the definition 



and the choice of projects and of technol~gy best suited to the requirements of the 

devel~ping countries is limited. Some of these disadvantages may be mitigated if a 

country has the freedom rf recourse to several sources of procurement nr to a broad 

range of gords and services from one source. Furthermore, some tied loans are used 

for reimbursing import payments relating to contracts .which have been obtained in 

open international competition. 

17. The Conference therefore considers that, in principle, financial assistance 

should be untied. Many donors, however, find it necessary to tie their aid, mainly 
' in order to protect their balance of payments or to secure public support for their 

aid programmes . The tying nf aid is therefora to be directly related to the level of 

aid. 

18. The Conference urges the developed countries to take what practical m~asures 

they can, individually or collectively, brth to reduce the extent of tying and to 

mitigate a:ny harmful effects. The Conference considers that in any case efforts 

should be made to mitigate ha.rmi'ul effects of tying. Practical steps. might include & 

(i) A greater provisinn for the use of aid funds to cover local costs; 

(ii) the allrwing of procurement in develrping countries; 

(iii) a br0adening of the range of commrdities or services to which aid may 

be devoted so that recipients have reasonable freedom of choice; 

(iv) improvement in the administration of procurement; 

( v) a develrpment of pooling systems under whieh contracts might be decided 

by internatirnal competi~ive bidding within a group of donrr countries. 

19. Develnping countries also consider that double tying, that is, tying to sources 

of prrcurement as well as tr specified products, shculd be eliminated except in the 

case nf project assistance, and that donors should subsidize the excess cost of 

procurement resulting from tying practices. Developed countries are unable to accept 

the second suggestion and are not unanimously a.ble to accept the first. 

Access to capital markets 

20. The Conference notes the concern felt by the develc,ping countries over the 

questirn of access to capital markets by themselves and by multilateral development 

institutions, and invites the Secretary-General of the IDWTAD to seek the advice of 

the IBRD and the regi~·mal development banks with a view to its discussion by the 

Committee on Invisibles and Financing related to Trade. 
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21. The Conference notes the studies prepared by the Secretariat on the proposal for 

a multilateral interest equalization fund to cover the interest margin between leans 

obtained on international capital markets and concessional development loans. It ' 

notes, further, that the technique of subsidizing the rates at which funds raised on 

the private capital market are relent as aid is already practiced by a number of 

donors. It commends the technique to those who find it an appropriate means of 

achieving appropriately soft terms. The prnp~sal for a multilateral scheme raises 

a number of problems. The Conference invites the Secretary-General of the UNcrAD 

to keep the matter under reviAw and to report to the next session of the Committee 

on Invisibles and Finan~ing related to Trade. 

22. Annual progress reports in an appropriate form should be submitted and reviewed 

in terms of General Assembly resolution 1995 (JIX) and Trade and Development Board 

resolution . l9 (II). 

.· \ 
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II lli1PRuVING THE MOBILIZi\TI .... N OF INTERNAL RESOURCES 

l. The Cunference r e cognizes that the J;rimary res 1)onsibi li ty f vr their develo ~:.ment 

rests with the dovelol'ing countries th emselves. While ap .. r eci 2.ting the efforts 

alre ;:~dy m:::.de by the devcloi)ing countries to mobilize 2.!ld ma~>P effective use of their 

interna l resvurces, the Conference considers that further efforts in this regard are 

essential f-...~r accelerating ec"nomic development in the develo .,ing countries. These 

efforts ar e also important for mobilizing public opinion in developed countries in 

support of their -as sistance· programmes. 

2. In the interests vf ra~id development:, develo~n ; countries need both to 

mobilize internal res0urces as ful_y as poasibl€ and to ensure effective use of 

available resources, both internal and external. The Conferences nqtes with 

sa~isfaction the continuing ~r-gress being made in development planning and the 

increasing recognition that effective im~lementati ... n is. an essenti.al part of the . 

planning ~vcess. Implementation involves a broad range of economic.and social 

poll ci es conducive tv· de vel o:._)I!lent . It als.o de ,;Jends on the creation of the necessary 

institutions ~1d on mobilization of public supvort and co-operation in developing 

-countries •. 

.3. The Conference recognizes that external resources can help to make :;Jossible full 

deployment of the resources and efforts of develo~inJ countries, and at the same time 

that well directed efforts by the develo~ing c~untries are necessary in order for 

external resources to mw<e their full c cntribution to ~evelopment. 

4. Countries which provide external resources in support vf develophlent are 

concerned that these res"urces should not replace but supplement and hel~ t~ mvbilize 

ade,:_uate domestic efforts and shvuld be effectively used. The Conference acknowledges, 

however, that ~iorities, ~roblems and -possibilities differ between developing 

countrie8, and that the standards of effort which it is reasonable to expect depend 

on the circumstances of individual develOl)ing countries. 

5. With these considerations in mind, the Conference stresses the importance of 

continuing frank and constructive exchanges between providers and recipients of 

external resources. The Conference notes with interest and experience gained in 

consortia and consultative grou~)G, and also the establishment vf certain mechanisms 

for mutual review and exchange of experience among developing countries. It 

recommends that attention should be given to the further development and extension 

of such arrangements. 
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6. The UNCTAD secretariat should c~tinue its work on the relations between the 

rate of growth and the amount of ai~ received. Its studies should take account of 

alternative development targets, ~olicies and standards of effort and external 

circumstances. They should seek to investigate aiJY relevant im11lications of factors 

which may lead to limitation Qf ~bsorptive capacity and evaluate the effects of 

alternative types of performance including the ~vssibiliti~s for· useful import 

substitution. 

' ' 

'·· 

., ! 

. l 
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III COMPENSATORY FINANCING FACILITY 

The Conference notes with satisfaction that the International Monetary Fund 

has adopted measures for the liberalization of the Compensatory Financing Facility 

in response to recommendation A.IV.l7 of the Final Act of the First UNCTAD. The 

Conference further notes that nnich more extensive use· has been made of the Fund 

facility since its revision in September 1966. As the revised facility has been 

in operation only for about 18 months, further experience seems to be necessary 

before any further revision of the Facility is undertaken. The Conference, however, 

draws the attention of governments members of the IMF to the following suggestions 

made in discussion an~ refers them to the Fund for consideration in its continuing 

review of the Facility. 

1. Adverse movements in import prices should render a developing country 

eligible for a drawing under the Facility; 

2. Drawings on the International Monetary Fund under the Facility should 

be immediately available up to 50 per cent of the countries' quotas in the Fund 

and that such drawings should not be subject to any conditions; 

3. The re-purchase liabilit,y in respect of outstanding drawings on the 

Facility should not arise within five years after the drawing and thereafter should 

fall due only in the years in which the countries' exports exceed the estimated 

trend value and should not exceed 50 per cent of the export exces~~ 

4. The liability of the drawing country in respect of the interest charges 

on the outstanding compensatory drawings should be calculated separately from 

that in respect of ordinary drawings and that it should not attract the normal 

progressive interest provisions of IMF. 
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Recognizing the .important :role that private foreien investment can play in the 

economic development of developing countries by providing capital, technical services 

and know-how, 

,Bearing in mind that continuing systematic Etudy concerning the structures of 

foreien investment and its economic effects in the developing countries is essential, 

if foreign investment is to make its optinrum contributiol1 to development, 

Bc2.rine; in mind the efforts and measures of both developed and deVeloping 

countries, as well as interested intennational institutions, to promote foreign 

private investment in developing countries, 

Recalling recommendation A.IV.l2 of the first United Nations Conference ~n 

Trade and Development, 

Taking note of the report entitled "The Role of Private Enterprise in Investment 

and Promotion of Exports in Developing Countries" ( TD/35 and TD/35/Supp.l), 

Believing that in the interest of increasing the flow of private foreign 

investment to developing countries and improving its effectiveness, it is important 

that this matter should be the subject of a dialogue between developed and developing 

countries, 

Taking note of Economic and Social Council resolution 1286 (XLIII) of 

14 November 1967 which requested the Secretary-General Of the United Nations to 

consult with Govennments and international organizations concerned on their experience 

and attitudes to the various problems discussed in the Secretary-General's report on 

Promotion of Foreign Private Investment in Developing Countries (E/4293) and on 

opportunities and means of implementing the specific recommendations contained in 

that report, 

Taking note of General Assembly resolution 2091 (XX) and Economic and Social 

Council resolution 1201 (XLII) which calls on the Secretary-General of the United 

Nations to undertake thorough study of the manner, foxms, conditions, costs and 

effects of the transfer of patented and non-patented technology from foreign 

enterprises to enterprises in developing countries (both public and private), 

1. Requests the Secretary-General of the United Nations in carrying out these 
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tasks, in particular with a view to providing useful guidelines to both developing 

and developed countries with respect to foreign investment, to bear in mind inter 

~ the importance of the following considerations: 

(a) Criteria and practices employed by developing countries for the acceptance 

and promotion of foreign investment; 

(b) Developing countries' policieG governing relative shares of foreign and host 

count~ investora in capital investment; 

(c) Th~ forms of foreign equity participation such as cash investment, supp~ of 

machinery and equipment, provision of teclmical seryices and !mow-how; · 

(d) Policies and practices governjng fo~~ign participation in management and 

training of management personnel in deveJoping vount.ri es; 

(e) In~estment opportunities and fields of investment for J.·u~"f'icu .... i,~· ··r.-r,.--: .. ~ .. .. 

(f) Policies and measures of developing countries with regard to the use of · 

patents and licences supplied by foreign enterprises; 

(E) Adequaqy of existing business practices for transfer of teclmology to 
• 

developing countzies through patents ru1d licences by foreign enterprises; 

(h) Policies applied by foreign enterprises with respect to go~ds and services 
.. \ 

produced by these firms; 

(i) Tax treatment of foreign investment, both in capital importing and capital 

exporting countries; 

(j) Practices of foreign enterprises as regards exports of products resulting 

from foreign investment and/nr grant of patents and licences; 

(k) · Re-investment undertaken by foreign enterprises from income ea:tned in . 

developing countries; 
•. . 

(1) Policies applied by the developed countries with regard to the flow of 

private capital to developing countries and by developing countries with 

regard to the repatriation of capital and eamings; 

(m) The introduction of in~tives by the developing and developed countries to 

encourage such flows; 

(n) Poliqy of de-Veloping countries towards employment of foreign personnel and 

imports of machine:ry and equipment; 

t. Notes with interest that in accordance with resolution 2276(XXII) of the 

Gene:ra.l. .Assembly, the S~creta.r;y-Geneml of the United Nations· is requested to 
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include in the ~~gular report on the intexnational flow of long-term capital and 

official donations such statistics as are available of reverse flows of capital 

from tne developing countries, assessing their significance in relation to tot~l 

financial transfers and giving an analysi3 of factors affecting them. 

.. 3· FUrther requests the Secretary-General to underta.'l(e a study of the economic 

effects of foreign investment, as outlined in .Annex XIII of the Report on ''Measu.xe­

ment of the flow of resources to developing countries." 1f 
The studies shall take into account: 

(a) The level of economic development of the developing countries; 

(b) Studies carried out by other agencies with respect to any of the items 

enumerated in operative paragraph 1 • . -. The studies shall, on the basis of 

their findings, also recommend policy measures and practices conceining 

foreign investment and transfer of technical services and know-how, and 

make any suggestions relevant to the purpose of the Study. 

4. Recommends that these studies and reports be submitted to competent United 

Nations organs, including UNCTAD, for consideration and appropriate action at the 

earliest opportunity, · including consideration of the appointment of a group of 

governmental expe~s for examination of the issues involved. They should also 'be 

brought to the attention of other interested international organizations, and 

through their respective governments, to non-governmental organizations concerned 

with private investment. 

5. Expresses the hope that progress can be expedited in the study undertaken by 

the IB:RD on mul tilatera.l investment insurance and requests the Secretazy-General of 

UNCT.AD to invite the ::sRD to submit a progress report and any othe~ relevant 

material. which the Bank considers it appropriate to release to the next sessi{"'n 

of the Committee on Invisibles and Financing related to Trade. 

1/ United Nations Publication Sales No.67.II.D.l7. 
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V AID VOLUME TARGET 

1. The Conference agrees that economic development entails mutually reinforcing 

efforts by developing and developed countries. It is appreciated that developing 

countries must and do bear the main burden for financing their own development. The 

developed countries, for their part, recognise their responsibility to provide il1cr~as• 

ed resources to developing countries. The Conference stresses that, in view of the 

crucial role of external resources in helping to mobilise the domestic resources of 

developing countries, the efforts of developed countries in support of development 

should be fUrther intensified. 

2. The Conference accordingly recommends that each economically advanced country 

should endeavour to provide annually to . developing countries financial resource trans­

fers of a minimum net amountY of 1 per cent of its GNP at market prices in terms of 

actual disbursements, having regard to the special position of those countries which 

are net importers•of capital. 

3. The Conference recognises that the target should be regarded as an ince~tive to 

greater efforts to provide resources rather than as a ceiling or a suitable method for 
! 

comparing the appropriate quantitative or qualitative development assistance efforts 

as between different economically advanced countries. 

1/ Net financial ·resource transfers are defined as follows: 

(i) official cash grants and grants in kind including grants for technical 
assistance but excluding grants for defence purposes; sales of commodities against 
local currencies exclusive of utilisation of such currencies by the donor country for 
its own purposes; government lending for periods exceeding one year net of repayments 
of principal; grants and capital subscriptions to multilateral aid agencies, and net 
purchases of bonds, loans and participation from those agencies 

(ii) private capital on the basis of net lon€-term movements originating with 
residents of the capital exporting countries; they are thus net · of repatriation of 
principal, disinvestment and retirement of long-term loans, portfolio assets and 
commercial debt. They are not net of reverse flows of capital originating with 
residents of less-developed countries, nor of investment income. 
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4• Some economically advanced countries have already met the target as defined above. 

They are prepared to endeavour to ensure that their net financial resource transfers 

are maintained and to envisage, if possible, an increase in them. 

5. Several developed countries expressed the view that their progress towardo tho 

target is affected by their relative aid-giving capacity, and may, from time to time, 

be affected by certain temporary difficulties. 

6. In the view of developing countries and one donor country this target should be 

achieved by 1972; some other donor countries stated that they were prepared to meet . 

this target either by this date or at the latest by 1975; .all the other donor countries 

do not feel able to accept a precise date. 

7. The Conference recognises that official bilateral and 'multilateral flows are 

clearly required to meet many of the basic needs of developing countries. It is · 

generally accepted that the resources which individual donor countries c~ provide .· 

differ widely in composi~ion in view of the differences in ·their economic structure. 

The Conference recognises, moreover, that private funds have their role to play, and 

in order to meet the increasing needs of developing countries, these as well as 

official flows should be promoted. A number of developed countries stated that within 

the one per cent target defined above, they were prepared to attempt to provide a 

minimum of 0.75 per cent of its GNP by way of net official financial resource 

transfe~ One developed country expressed the view that thi~proportion should be at 

least half of the one per cent target. The other developed countries, even though 

they are not prepared to accept any precise ratio, believe that endeavours should be 

made to ensure that official bilateral and multilateral flows represent a substantial 

part of the totality of financial resources provided. 

8. Annual progress reports in an appropriate form should be submitted and reviewed 

in terms of General Assembly resolution 1995 (XIX) and Trade and Development Board 

resolution 19(II) 

Net official financial resource transfers are defined in paragraph ( i) of 
note 1/ 
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VI SUPPLEMENTARY FINANCIAL MEASURES 

1. The Conference reaffirms the objective of the proposal for Supplementa:cy­

Financial Measures set out in Annex A.IV.l8 to the Final Act of the first Conference. 

This states that "the new scheme should aim to deal with problems arising from 

adverse movement in export proceeds which prove to be of a nature or duration which 

cannot adequately be dealt with by short-te~rn balance of payments support. Its 

purpose should be to provide longer term assi~tance to developing countries which 

would help them to avoid disruption of their development programmes." 
A...._v · •. ,.~ · ' . 

2. Any measures -thaetPWd to meet this need should, on the basis of appropriate 

criteria, which should, to the exte~~ possible, be objectives provide reasonable 

assurance of I>:elp to protect a count:ryts development plan or programme against the 

effects- of export shortfalls, to the extent that they cannot be met by sho1~~term 

ba~ance of payments support~ 

3.. The Conference expresses its appreciation of the Report prepared, by the staff of 

the IBRD, and of the Reports of the IGG. These reports have defined the issues 

involved a_r,ld clarified many of them. The Conference agrees that further work is 

required to resolve some outstanding issues. The principal issues are: 

( i) The definition and method of assessment of re~:onable expectations; 

(ii) The scope, nature and acceptability of the understandings between 

the administering agency and individual particip~!t countries on 

their development programmes and the policies to be adopted in 

vrder to carey thea out; 

(iii) The measures to be taken by countries applying for assistance; 

(iv) The relationship between supplementa:cy- finance and the IMF Compensatocy 

Financing Facility. 
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4. A matter requiring additional attention is how to determine in quantitative 

terms the disruption which has resulted from export shortfalls and consequently, 

~hat are the financial implications of proposals to meet the objectives of Part A 

of Reco~endation A.IV.l8. 

5. Some of the issues set forth in paragraphs 3 and 4 above would arise not only 

. from consideration of the World Bank Staff Scheme but from consideration of other 

measures to meet the objectives of Part A of Recommendation A.rY.l8, including those 

~mitted to the Intergovernmental Group. Any additional proposals clearly 

responsive to the Recommendation should receive due attention~ with the aim of 

working out the -most effective measures possible. 

6. The Conference decides: 

(i) to continue in existence the Intergovernmental Group suitably expanded; 

(ii) to request the Group to consider and attempt to resolve the issues 

set forth in paragraphs 2 through 5•; 

(iii) ir. the light of the foregoing considerations to instruct the Group 

to work out measures for supplementar,y finance; 

(iv) to instruct the Group to report thereon to the TDB as early as possible, 

and no later than the ninth session of the Trade and Development Board; 

(v) to direct the Trade and Development Board to study and take early action 

·on the findings of the Intergovernmental Group, taking account of any 

proposals for action in the fi·eld of international commodity policy 

which may be submitted to ~he Board of Governors of the IBRD and the 

IMF on the basis of the studies which they have requested to be 

presented to them at their next annual meatings; 

(vi) to instruct the Chairman of the Group to report on its progress to the · 

seventh session of the Trade and Development Board. 
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VII. II\liJ.'EFlNA'riONAL ;v;ONETARY SYSTEM - ISSUES RELATING TO DEVELO.i?MENT 
FINA'f\lCE AND TRADE OF DEVELOPHTG COUNTRIES. 

1. The Conference recocnizes the ereat interest of the developing countries in the 

satisfactory operation of the international monetary system so as to ·allow theJD to 

share the benefits of the continued expansion of the world economy. 

2. The Conference notes with satisfaction the agreement reached during the annual 

meeting of the Board of Governors of the International Nonetary Fund last September 

in Rio de Janeiro on an Outline .to create ~ecial Drawing Rights .v~ithin the F1:Jil<J., a,nd 

the participation of the developirlt_~ countries represented 'by their Executive Directors 

in the Fund in the negotiations that led to the agreement on the Outline. It . st~esses 

the importance of active participation of these countries in the operation of the new 

arrangements for Special Drawing Rights. ; :. 

3· In view of the fact that, according to the Outline, the Speci~l Drawi.J?g ·Ri.ghts 

will be distributed in proportion to :member countries .' quotas, the Conference invites 

f::Overnment s members of the Fund .to continue to give careful considerati.on . to 

applications from developing countries for increases of quotas s.o as to enable these 

countries 'to benefit more from the facilities of the Fund. 
•.' 

4. The Conference recommends that the· Secretary-General 'of UNCTAD, after consultation 

with . the appropriate international institutions, review progress .since the first 

Conference tovrards the reform of the int.ernational monetary system devoting particular 

attention to the needs of the developing countries in their trade with one another 

and the rest of the world, and, if he considers it necessary, that he should make to 

the Trade·and Development Board in due course any suggestions which he may have for 

special ~tudy of this matter~ 

5. The developine countries stress the importance of the early activation . of the 

Special Drawing Rights scheme. 

6. During the last armual meet{i-lg of the Board of Governors of the IMF, the 

Executive Directors were also reouested to review the rules and practices relatinG to 

the traditiom.l activities of the Fund and to propose amen:iments in the light of such 

review. The developing countries recommend to governments members of the DIIF' that the 

Jnw, in its operations and in considering possible ch~nges in its rules and practices 

with regard to the use of and conditions attached to drawings, should not introduce 

any chances that would work to the disadvantaee of the developing countries, and that 

any change should be in the direction of softerung the texms and conditions applicable 
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to drawings by the developing countries. As a first step in this direction the IMF is 

urged to consider the extension of the repurchase period applicable to ordinary 

drawings by developing countries to seven to nine years. 

7. With re~ard to the various proposals for forging a link between the creation 

of Special nrawing Rights and the provision of external development finance, the 

developing countries urge governments members of the IMF to consider at an early 

date the establishment of such a link. 

* * * * 
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T'ne foll"'~·:in:; t axt is .subni t-(,ed t"J the Third Cr.>m:ori t tea f'>r C':l:lside:-a t:i:'">n.: 

1. The C'>n£'er3nce express as its appr.acia tir.>n fnr the v.r':>rk t1f the I3;:m and its 

affiliates Hhich have contributed Jreatly t') the prom~">tion of devol'1pi~l-2nt 

and devel')ping c:Juntries. The C"lnferenca n'ltes ~·lith satisfaction the 

completion of negotiati'>:lS fen:· the replenish;nent of the ras11urces of the ID~ at 

a higher level. It als-, nt")tes that the ~-l.,rld BarJ<: Gr')up ·has cnntinu0nsly adjusted 

its activ~ties t'l the needs t1f devel"lping cnu~trieso 

and its 2 ffilia tes, t0 Cf)ntinue their- .support fnr .. t~a tv'"l~k '>f these inst.i tv.ti~'".H1S 

and rec':r:n.-~ends to those (:;':>Ve~:1~-r..3nts V"> acvisa their rap:-ese:1tativas in the 

conpatent organs ,.,f the IBRD and its affili& tes t" cnas ider the fnllo~-.-in~ 

in ~rder tn saf-3guard tha 3ank's abilit:r to b0rr0:·r: 

.. ··' ~,1 ... "·'' 
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financi:-~g of loca l C"lSts; 

fina:-~cio l ins t ituU.o:1s b0th in co-ordinating th~ir operatirms 

and, v7hera appr::>pria te, in fin£' ncir1g jointly pr0jacts of 

regi0nal i mportance; 

(d) that the Ba:-~k should extend, t'> the extent feasible, its 

coordin;;. ting services ralfl ting -t:il par:Gicular c?untries., such 

as .C'Jnsult ative groups; 

(e) that the ~;o:rld Ban:C Clr?up, as its Presid3:-~t Hr. ~;h0ds suc;gested t0 

the C-,ni'ers:-~ce, s!:,.,ulc1. be alert t0 the necessity f0r neH app-roaches, 

for ex.a r.lple in keeping under re·..rie'.·; the advisability of financing 

public and se::li-public productive ·:mte.r-prises; 

(f) that t~e ID.\ s':i'>uld expl'>re the possibility '>f receiving t:-ust 

funds in ac:ninistrfition from vari'1US pver~.r:-tents ar..d instituti'lD.Sj 

(g) that the activiti2s of Internati'1nal Finance C-,rpo.::-r.tion sh'>t:.ld 

be expanded in particul<1r l·ri th re~a.::-d t0 unciarta :o.n;s in deval "Pint; 

countries <:!nd espacially t'> projects •,rhich pro~.!0te ec">r,0n:ic 

integratio:1; 

(h) that t he I).:\ in distributing its .funds sh0uld z;i ve particul;:r 
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1 . rs ot the Intergo ntal. Oro v. ted a c ar1 

ot xport short.talla with oth r t ctor t l ad to d1 ti 

ot d nt progr • eae o er c be 11 ted asa 

(a) ort.talle .tr •ctati in l'lowsJ 

(b) Shorttalla t ctat.i 8 in PriT& Capital nows; 

(c) Una ct d Incre a in orts; 

(d) Unexpect Incre 1n ic a of • 

hav diae Md the q tion ot ort prices in the fr.Ollla'work ot our 

pl ntaJ7 e Stud7. ktendi the eOft 

rts would rai the e t ot t e Scheme . 

2. att t to Jaake a quanUtatiw aaee relative 

gnit r4 export orttall e ed with other ca a ot e di ruption 

ot drt lo nt pro has not been poa ibl • id thin the con xt ot the 

St d:1 on SIK, the r levant concept of ahorttalle i the one ch related 

actuals to expectations. With ree~t o export rt.tall , bad 

available bod7 ot uperience in the ch we could u e to g1,.. a 

at t1 ical. as to tbi c ept. ot oncy did in t.be past, t 

t1Ju t.i.Jie 1 0 l"ft indi Tidual CO rJ' experience the Ct of 

variati and ahorttalla 1n export arni a on a countl'1'• denlo nt, 

but we alao ta on e:z:port projections tor aeTer&l countries tor a 

n r ot 18 , ch could tor the p po es ot OlU' st~. re 

no c able data pertaining to xpectatio in respect to aid and 

pri Tate c fl • c nl7 b rve the tual. tlows, and ~ - t.o-

'1•ar !l t tion therein. The dir ctio and 'VOl ot aid flo a ie 
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determined by government decisions, ~~e Ubject t v ra-

neoua in:tl s. Uo reliable data are v out priva t 

flaw , and ts ha be n h1gb.i7 err tic; could, of course, 

ha: defined 8UCh e eta tiona in an artificial r 1 but rewl ta 

would depend so crucial.l.J' on the manner ot ri rtn such e c ti that 

tb reeults d ot have ch validit7. 

3. n, th re.tore, to tall b c on qualltatin as e s nt of 

th probl • So relevant consi rations in h a qualitative a.e a 

( ) Export e&l"Ilini eonst.i t th jor part of the f 

exchan receipt• of the les -

vi t.h t other categories of 

loped c t.rie , c ared 

(b) F\lrthe re 1 export ea.ming ar he c ef our of foreign 

exchange for st ot th denlopi countrie 1nd1 ~d»a1 1 7 1 

where other types of toreipL exchang ceipta ha be n 

higb.l.y concent.rat.ed in rticular countries, especiall7 1.D 

the caa ot pr1 vate capital nowa. 
(c) In con 1der1ng "diarupt.ion ot development pro , the 

si f'icant factor 1e not 1 tab ill ty in a n e of 

fl tione aand a tre , but rather tb extent to 

ch ct no~r d1 ctationa. ed 

wi export earnings, it be ob ned that official 

aid pri te c ital. .tl to individual ccnmtrle have 

hl'>,..•-r1 th1 does not n unstabl over 

c aaarily an ter shortfalls traa 

expect tiona in the c of ch nova. In the case of 
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ott"icial and private capital tl.a'"oN'S, negotiations are 

generally' undertaken in adTance of actual receipts and are 

alfi.O undertake by agenci a in the developing eomtrl.ea 

re direct.ly concern d w1 th th tat ion 

ot investtlent plans o 

signi.tica.ntlr large changes in these receipt are likely 

·to be foreseen earlier than is the case with eJCpOrt 

eaminga . 

{d) EJport ehort.tall have b en clear causal factor in 

bringing about Nductions in innat.Nenta . It i... not. 

as c ear that reduction in inflows ot prl vate capital 

are al~ causal :t'actore since at til!l& tb se ~ b 

more the consequences of prior decisions to reduce inveet-

nt . P'..mrever, the conclusion ie not to b draw. that 

unexpected reductions in foreign aid ard in inflows ot 

private capital are not al o important potential causes 

ot disruption. 

4. It is also useful to eonsi er the r levance ot an asoesmnent ot 

the variou ca.ueea or disruption for polic,- action. Ev-en it shortfall in 

ot.tie1al and private tlO'YIS were as important in magnitude and disruptive 

et!ect as ahort.talls in export .a.rnings, it ie ditticult to ima.gino 'What 

internat.iODal aetion can be taken to deal vi th such abort! all 1 ospeaial.ly 

so in regard to inflows o! pri vat.e capital . 
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S. ID concl on, the or tact hu~to pi is 

that t 11" • bulk of t ign •Xelllml.li~ 

receipte ot 6S perc nt. Qtwn ... • clo r l t1 • ship vhie 

exis betwen nt decisions d tor ign <E:>410;n4ali~~»'"' 

it obvioue tbat ahortfall in tb • • can ha 

dieruptive teet on develo proees • 



1. 'lhe Board ot Qowrnora of the 

1967 A.DmW. Meeti in Rio Janeiro calling o tb 

to b&w statf p pare a atud7 lea of 

ot primar7 comm~t.ies, in conaul.taUon with • 

resolution v: adopted tor 

bJ"\1&1"7 2), 1968 

at the 

iliaati of price 

statt. A parallel 

po ldble sol t1 their c fe ibill t7. 1111 

baa been taken in band 1D the Bank by a tusk tor<M beaded b7 the • a 

lll al studies, coope:rati'N]3' with • 1he intentio ie 

to le tbe rt, if posaible, earl7 .,JQ'a&gl;l to permit consider-

ation b7 tb Gcmtrno at the 1968 Anm1al • 

2. It ia DOt poasible to indica at this U. at tbe caDClueiona 

ot the Report would be; or llb&t c ta and rec tiona our cuti w 

Directors wuld in tranaai tting 1 t to the Board of Go mora. mq, 

hon'fer, coDaide:r the relationship of c t7 stabillaation •asurea, in 

a raJ. vq, to auppl.J taz7 tinaDcial. • • . 

). It 1 , ot c , well knoNn that the volatility, unce!'taintJ' and 

slow arowt.h of uport arninga their pJ"iJIIar;r t.7 ~ bas n 

a sel'iov.s probl m tor a :r ot developing ciall.7 bee 

of their great pendence on aport ea:rD.ing tor financing ir dewl nt 

efforts. Several roaches ha n under consideration to •et thi 

pl'Ob • For e prob , the appJOach through inter-

national fi&I"H nta to t u1 table . For • , auch ...-ante 

wuld aa atabUit7 of pric • ot c ties within a eertaiD ranp, aDd 

alao g1 tter accee to certain mar t.s . 1be .approach through tbe 
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IMFC wn out 

n.uctuat1on ot the total export. eaming of a e t1'7· 

proposal tor- ial Mlaaure ae.tal to eure a 

g1 n lenl of .toreisn ezcbange •&l"'lin8• to a co tr7 aDd thus enable it 

to pJ'IOgraa 1 c!evel . nt eft on.. :re et.ticientJ.¥ onr a l pl ami nc 

period, b7 pro'l'idin r-t.l'll aaaietance in e nt of ....... n+. 

export. borttalle ch Jli&bt d1Bl"Upt a eo rr• 8 clewl nt 1'081' • 

4. In riev of the different app:ro to tbe probl.eu arieina 

CODIDOCl1t7 tr-ade ot the develop! countnea, 1 t 1e ful to clarifY 

the Nlaticebipa them. In wqe, thee approaches deal vi tb 

8 probl in clifterent e, but in e other al vitb quite 

distinct upecta of t problem. 1hua, progr••• 1n ne tiatiaa c0J80d1 t7 

acre 1• like)¥ to enabl eountriee to haft re ace ate upectations 

ot their export. eaminge, on the buia ot 11bich to toraU&te their ftlop-

m.ent progr , hence v1ll rec:Juee e eo of tu'7 tinancial 

U1U"tJ • 'Dlia ettect. would depend. on nmllber ot ec•odi tiea nbject to 

wu:oec:rum·ta and the oper :t1 feature ot • qn ta, e peeiall7 in 

reprd to export volU118. Inaotar omm0d1t7 agreements on individual 

c 1t.ie a to take a cooai r to negotiate and concl de, 

this effect d be come~ ntU'+.n~Wftltd. In this connection, tb re 

" two further pointe which menti • 11r tl7, which ca.xU. ty 

ta ~ make tutwe price mon predictable, t.be7 would not haw the 

eame ttect on • rt ea.mings in eo tar as they are to vol changes • 

.uao, ne it a r ot c t7 agree.-nta are ucce etull7 

concl , they are 17 to: c r th total earainp ot a countr7 troa 

all its uportabl ties (1Dcluding inviaibles) so that there uld 

still be ne d tor the a J'Oach through ntaz7 financial anN&. 
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$. 'lh fact that coa:a0dl.t7 a&n nt aDd wppl ntary ti 

with 1n r- lated prob hu o time en interp to 17 that 

ad.opti ot vppl the ett rta 

to a.chieve c~t7 agre ta. 'lh1a ia unllkel7 to ftaJJpeD for a nm~~:Wr 

ot rea.s • One reason ie that pr1laarJ' pro t exportin& 

certain ad tapa 1n •amine their foreign trOll 

untriea haw 

ir export.a, 

ject to tT te, ratb r han in obtaini 

tram ntary financial , e it 

proYided on aeional. teJ'IUJ. S co 

tal7 t1Dancial u.. ......... .. 

act export a elo e to heir ezpe~ted Yal 

behavior of particular coamoditiea. 

t 

extent to 'Mbieh 

, and not the price 

6. t , n ral.l7, tr and deftlo nt aid aJ'8 

not t;nally in onairrtent, ty ap-e ntar,- fiDa.Dc 

nt each o are both ne dad. cOJ'd1ngly' not 

prejud or prej on one d not aw ea 

and c a in the oth r direction. In tact, in a pr :tic 

rr vork, 1ze commodit7 tor 80 jor tiea 

in w!:dcb eountri e chief uportera, and tor the reat 

d. vise riate tiDancial a.rranp nta to aate lena ot total 

export arn:lJl&e of velop c tries. 
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INFORMATION DEP~~TMENT 

7he a~t~che.d news story appeared on page~ ____ of the r~4\~~~~ issue o!: 
!. 

TEE NE'N" YORK THlES THE CHRISTIAN ' CIENCE HONITOR (BOSTON) 
THE 1tlALL STREET JOURNAL (NEW YOR.T\) 
THE JOURNAL OF COHHER.CE (NEVJ YORK) 

· 'l'I-lE"lliillHINGTON POST (D-:c:-) 
THE EVENING STAR (WASHINGTON D~C.) 

U Thant Speaks 

THE TIMES (LONDON) 
THE FINANCIAL TIHES (LONtON) 

UTVCT AD ToLd World 
C·an't Yfl a~~ for Peace 

Special to Journal of Commerce Lt·:1dt•rs Sroretl Lo~lcal Step Seen 
NEW DELHI, Feb. 11-Cnitcc! ::\Tr. \Voorls indicted the lead- "The time is perh~ps ap-

Nations Secretary Genenl u ers of botll rich and poor Pa- preaching when socialist partici-. 
Thant warned today the world tions . for failing· to do enough patton m multl lateral 111cl. co •1d 
cannot afford to wai t for peace for· levelopmenl. be consiclered as a Jog1cal ste!J 
to make a cooperative effort to l 11< said in some case~ high forward from thelr pres~nt bl­
aid devel0ping nations. ;:n<;"me (;Ountries u~ed aid t? low I lateral endeavors," h~ sa!r' · .. 

"\Ye cannot continue incler-,iPcome c0unt!'ies a~ an md to He noted that th1s particl-
lnitely to postpone the consiciera- t~1emsclvct;, fmanc:ng export patwn would _depen.d on ?- num­
tion ·of action in the hope of salrs and buying mil!tary. sup- ber of cond1t!Ons, mcludmg the 
better times in the political port. removal of barners to East-West 
arena," U Thant said , making IIe criticiF.ed leaders of some trade. . . 
reference to the war in Vietnam low income countries for fa iling He expressec\ optimism that 
and tl'c North Korean seizure of to lew! - for wastin~ public UNCTAD could work ~ut the 

th p .,..bl monc'\' inch:l"in,.,. in personal a"'- r,r·0blems of trade barners a nd e L.- o. . · .~ ,.., -~ ·d 
• 'The political and economi, grandizemcnt and trying to a I,: . . t 

. . . c "evade responsibility by blam- The real questwn. IS no 
strams m th0 world a r c mterde- . . · whether development w1ll occur 
pendent and we must move for- H;g mtc:·~~l 'roblcms on other but how it will occur and withint 
ward on both fronts together if cot•ntrJCs . ' whnt international framework," 
we m-e to achieve s<>tisf:l.c1or.v Vr. \\'oo•'s callc'! for new per- he said. \ 
results in either," U Thant s:~icl. sv·etivC's Pn aid to keep t he ll 

He rc.'ferrcd to the " tragedy" wor'r! f·.·om ·.'.intolerable econom- j 
of the Vietnam War, which, he ic and po!'t:e::ll ~ission . " 
added, "limits the freedom of Coouera!ion Vr~cu 
ac;ion of some governments." T!~C' srcret;-t"y g,..re!'<'l called 

rostponcmcnt Cited on Th-'ltions to provitle economic 
'rhc fact that U Thant WiiS coorJ•.'ra' irm "ac1·os:; political 

addressing the U.N. Conference rr·o,ll;,..rs ." 
on Trade and Development I!c <:aid he was struc'c bv the 
(UNCT.i\D) Fric!ay inste::ul of 0p·:nr:unili,..s which exist · for 
last week gr\\'e emphasis to his joint <'";n·oach,..s by Communist 
admission thNe had been anum- and privat,.. enterprise countries

1 
bcr of recent setbacks in inte~- to th~ :'''P!Jlems of development. 
national relations and "evidence "!\'atu•·al'y there a rc bound to 
of serious uncertainty about the be cliLcn•nces of view between 
future of the world's tr11d0 aml tb.'P1 ~'s •0 t1-jc bro''.d s'.:rategy 
payments system." of dcv<'lopment ::t::Jd these mat-

U Thant had been scheduled 'rrs 11ill C0"li'111C' ~o b" ciiscussed 
to address the coderencc open- c'ur!n~; the ye; rs ahead . But I 
in::: session but was delayed by' bclic·vc there 's some basis for 
the Pueblo incident. 1 s;•ying thut the idcol0gical con-

The president of the W or 1 eli lent of the doba1.e over the de­
Bank, George D. Woods said it 1 vr'opment problc•'1 need PO 
was time to slop developing cle- :on::"r ''l':l'~ us fron: enteri:-~g 
velopm cnt groups and start de-l mlo sp<'cJf c: ~cb"JlC<> of coopera-
velopin"' countries . : 1 1"11 ac•·c,ss pol!t!cal fronters ," 

. o . ·:.J 'l'll,1t1t s"'tk!. 
" It 1S t1me, I suggest, for usl 

ln the international or::::aniza-1 Fe noted that n:·ivatc enter­
tions to t ake· an :•ntiprolif.Pr:>~;oP 1 1')'':iC' <'~O!'"ra'.es w;th ~0Cl".listic 
pledge: to reset've the crc::tl i011: en • ;':·pr::<t• · :1 Jo:uropc :•n<l said 
of new entities for functions ~l!·tfl·t 1;' not U"ll'<'aiJsho to f"r,.,sec 
ClC'a1'1V have no pOSSible h011\;' :~~ t('•l C:onpt.''';!\ ~'>'"~ JP 1"SS d0VP.t ... 
among the m any rooms offc•rl'dj' 1i"'d p:·•·ls of I"'' wrJrlcl. 
hy 11w international family," ilf' 
said. 
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7~e att•ohed news story appeared on page ;J( of the 10 · ~~~issue of: 

THE l\'EN' YORK TH1ES 
TH"S 1.tJALL STREET J OURNAL ( NEW Y011.1{) 
THE JOURNAL OF C0!-1MERCE ( NEW YORK) 

t_'r~t~_;rJ ASHINGTON POST (D.C. )A 
TffEEVENINGSTAR (WASHINGTON, D. C. ) 
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THE CHRISTIAN SCIENCE MONITOR (BOSTON) 
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By .Tc~ ~Tr·Gowan Jr. tary Rf,ber1. S. McNamara told 1 tvally have retarded economic Admitting that international 
A"cx:tn~·d Press the U.N. Conference on Tr~.de /r:rowth," he said. economic relations have sur-

NEW ~-=:LJ:-:I, Feb. 9 - and Deve~op~cnt--:- UNCT.\D Woods sn.ld t:1at 1~..Iter 20 fered recent setback~, appar-. 
11 d B , . .d ,- developwg n:1t10ns ha·.'c 1 _ . ently a reference to tne deval-
,y 0 r ;,r.K PI es1 ent failed to feed themselves, to· ye~:" of mdependen~ in uation of the Br1t1sh pound 
Gcor~e Woods took both curb populntion grov.rt.'!, to I Inu.t:l, home of on~;seventh ?f and the run on gold, Tha.nt 

"' . t . d t , ·t 1 1tl"::e h~m11:1 race, many mil- .d "h ld t If d rich and poo~ na•ions to Imam am a equa e c •. p1 a ~:;;- ,. I 1 h . t t sa1 . ._. e wor canno a or 
" : . ~ . sets, to prevent the hw::~ I !IOns 0 peop.e ave :1-; 0 ex- to postpone economic consid-

bsk today for fmllng m rc-, waste of food and to nllr:1ct p~r~"'l.Ce ~or; ~han .he ~ce- erations until the world p<'llti-
~pcctive efforts to wipe out . foreign invcS>tmcni. h cs~. mamfes,atlons of prog- cal cillmate brightens. 
world poverty. He said I Devel?ped natior:s. be said. I rc~s. "A 'gradual approach to the 

. have fmled to assign proper I u:~. Sccret:l.Ty-General U. prolYJem (of AID) would surely 
hope s have dwm?led to- priority to fu_nds to help dcvel·l~~.<tnt told_ the c?nfcrence f~r- be acceptable to aN," he said, 
ward despondency 1n large optng countne5 .and hnvc u~"d 1 e_ .n AlD 1s an mvcstmcnt 1n "so long 115 we are moving in 
~ f t',, , .•, bilateral pre~rams o.f :~ss!s'- · t '1C world's !t:ture that wlll d1-l the right direction." 

c ... eas 0 1·~ '\ Ol.tO. . I a nee to finance export sale'~. I ;·cctly benefit developed and . . 
· · · d ·d 1 d . 1 · ' · q Dc-fcndmg AID T-hant sa1d: Woods. who IS bemg sue- They have somctn;.~s usc ~· I c.~e opmg _cou:J.~nes a,l ce. "In the short run' it creates an 

ceedcd by U5. Defease Secre- so wrongly that 1t may :::.c-/ T ~11; penod ~mce_ the first additional purchasing powe;::­
"CNC.rAD 'llCetmz m Gen'!va for the export-s of donor coun­
f:>ur y~ar.~ _ago h:1s hcen for the exports of donor co un­
lar;~el~, ~ pc~w~ of frustrated tries. More impcmtantly, hi the 
hJ;-Jcs, T rl:t!h sald. . . long run it helps accelerate I 

':e .~cpl. or<''. :.I t.b~ war m V!~t-~ the growth of developing I 
~:1m not on Y <~ 3 a ~ag~dy m countries and thus builds mar-l 

I 
;;~"lf" _,bt!t :-tlso n ~lmll~~lon on J: ket.s for the future-markets 

t.ne 'r<' cdo:n o, ac.wn of Jl which will be able to pay their 11 
~orne :;ov"'·nments and even . 

0 
·n wa .. 

I 
en -th~ir :l))ilitv <>.nd will to at-~ "' y, 1 

· tent to ether ~attcrs." Thant met with the No~h 
· Vietnamese consul general m 

New Delhi, Nguyen Hoa, 
Thursday night to talk over 
the situation in Victnam, a 
U.~. SP<JkCsman saki. OI'Jv ',11at 

j "-the talks were useful. • I 
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.L -·" :,n a .._{ :,x 
rorcign Aid i~: in a terrible fix this year. Viet­

nam has given all foreign involvement a sour tas1e. 
A ftcr , .~encratlon of giving. thP- Presid~nt mui:t 
still warn, in his new foreign aid message, that a 
world food crisis of "disastrous proportions" .ooms 
in the 1930s. Efficiency and even integrity in Pid 
continue to be elusive. Too many Cor.gressmen rre 
wiJlip-; t0 usc aid as a spit on which to roast the 
.i\d ministration. 

-'0:·nnvcr, the Administration seems unprepared 
to wage the struggle necessary to get a decent aid 
bill. It feels compelled to conserve its po1ilic:!l 
capital ~or Vietnam and the riots. The decision ap­
prars to be that it is too troublesome and ris ·y to 
try to ru':;ter SUllport for aid in the country at 
large. 

Instr~ ·l. t e Administration l:as pared aid to 
th~ bone, pared it so thin, in fact, as to frighten 
<:'lynnr :l\vnre of the real scale of need. The 'Cnited 
Sta~~s and other donors are in what World Bank 
Pre<;ident George Woods, speaking in New :::'r'i1i 
yesterday, t!escribeci as "the worst possible posi­
Lon : they are giviPg amounts of aid su£ficie11t'y 
br;;c to irritC'te th~ir own nationallcgislat tres, but 
ton rrra 1 to help accomplish real economic prog-
re ~ ." 

Ti1e Administration has also clipped off in ad­
va"C~' the rough policy ed,gt:'s that scrnpe on Con­
gress: multi-year authorizations, requests for new 
Sl'C:l•J:n~ authority, arm~ ~ales (that will com" s~•~ ­
Rra' C'ly). t.:nc'ii'PCci ls ~he rhetoric-"self-hdp," 
"f'l,<c of freedom," "no waste," the bows to P>ulti­
l<'t"":>.i;~,,, ~.mong 0o'1ors and regionalism ~110:1g 

recipients. 

The program has had to be t::-immed merc;lessly 
to the sr.npe of the Nation's balance of payments 
deficit. Indeed, it is a bit embarrassing that the 
rest of the world must hear the Administration as­
suring Congress that previous recipients are pay­
ing back this year more dollars than we are paying 
out. i\ga;n Y.r. Woods: "Up to now, bilateral pro­
~rnms of assistance have had as one of their 
prima!·y objectives helping the high-income coun­
tries themselves; they have looked toward financ­
ing export sales toward tactical support of diplo­
macy, toward holding military positions thought 
to be strategic." 

The specifics of the program, as Congress has 
repeatedly found, are difficult to assess. Family 
planning is moving; fertilizer looks promising; fish 
protein may be a good bet. Generally the emphasis 
is on buying stability. Funds are being concentrated 
"D p';.:ccs and projects where results seem par­
ticularly necessary or possible. 

In all, the foreign aid program planned by the 
President is a minimal affair. It cannot be con­
r.idercd as more than 11. holding operation designed 
to buy time until Congress will accept the kind of 
sweeping program that Acnerican interests require. 
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. FAILURES ON AID: 
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Assailed by U Thant 

lly TERENCE SMITH 
~pre! a! to The New Y ork '!'I me!' 

I 
NEW DELJ-H, Feb. 9-Harsh 

words for the rich and poor n a­
tions of the world were celiv­

i ercd today by George D. Woods, 

l
presiclcnt of the World Bank. 

Mr. Woods, who is to be suc-J 
ceeded in tile post next month 
by Robert S. McNamara the·j 
United States Secretary of De-, 
fense, spoke before delegates ofJ' 

1
132 n atio ns here . They are 

,attending the United Nations 

1 
Conference on Trade and De-

l vclopmen t. 
U Thant, the United Nations 

/

Secretary Genera l. also had se­
vere words to say. 

In the bluntest address made 
/at the conference so far, Mr. 

I 
Woods charged that the devcl­
opln!: nnt1ons were gui lty of 
waste and inefficiency, while 

1 
~heir leaders were frequently 

! •:llerestecl only in personal 
1 aggrandizement. 

/ Proliferati(>n Decried I 

I
. Mr. Woode was also hard .on! 
mternation<:~l bodies designed to 

!
promote world trade. "They 
~1ave multiplied to a po int verg­
mg on cltsarrav," he said. "It 
is time for us· in the interna ­

jtional organization to take an/1 
' an ti-prolifcration pledge." 
I l\'l r. Thant, delivering th e ' 
speech l1e was scheduled to 

l ~;ive at the opening of the con ­
fPrence a week ago, said that 

1 
the period since the first Unit­

jed Nations cortfercnce on Trade 
,and Developme nt, in Gene\·~ 

I 
four y0ars ago , had been one of 
"frustrated hopes." 
i . The one notable success, he 
:said, had been the recentl y 
!completed Ken nedy round to 

I
' cut t2riffs. But these talks, he 
suggested, had been agreed 
upon principally because th ey 

'

will benefit economic relations 
between rich nations. 

"Tile developed wo rl d con­
tinues to. regard its economi c

1 rC'Ialtonslnp w1th the less-de­
veloped world as a one- sided 
affair in which concessions are 
granted but not received," he 
said. 

Common Failure Cited 
"vir. Woods, poi'lting to the 

common failure of both the rich 
rtnd the poor countries to 
achieve the ~oals laid down in 
the first conference fow· years 
ago, said : "The accomplish-

l
mcnts in development and de­
velopment finance have falle n 

/far short of our aspirations ." 
"Th" prosperous nations," hel 

/said, "have been irresolute and 
to some extent even irrelevant 
in their efforts to assist the 

Contim;cd on Page 53, Corumn 4 
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lcss -dcveloprd countries . On 
thr other hand , tl1e under-

. devel0ped world is very far 
:,rrom bci:1g in a position to say: 
' th<~t i~ has done all it could to i' 
I help itself." 
' 1''1" outgoing president of 

•
1 
thr Wnrlcl Bank was critical of 

.1 the aid policies of the riclll 
· countries which he said re- ' 
·j flectr>d "thci; own narrowest : 
' concerns." He suggested thatj! 

. the nrimarv motive of most of'· 
: the · bi:atera: ag~ecmcnts be- j 
.I tll'rcn the rich and poor n"t;ons 
. had been the interest or the rich. 
·i co·1nlrirs thclll~clvcs . I 
; ln most of the devcloph;:: i 1 
. cot•n•ncs, he said, the growth 

I
I patterns are ch::t re~ctcrized by 
the p::1radox of acute food 

· ~hortages ond rapid population 
·1mcrcase. . 
' The Secretary General ca!led 

i
on the CO'lference to "go be­
yond the routine expression of 
entrenched positions" to reach 

1 :-~egotiah!e sol•.:tions. I 
:vlr. Woods, discussing the 

short::1ge of resources for ·inter- ; 
nacio:1~ll development, found a· 
bright note in discussions lead-! 
ing to replenishme-nt of f1.1nds 
for thr In tcrn::1 tiona] Dcvc lop- I 

A · t. I mcnt smc1a Jon. , ! 

I 
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February 7. 1968 

My dear Shenoy: 

Thank you tor your letter or January 19 and invitation 
to lecture at the New Delhi ,'a.tional Defence College. 

My :plans. at the moment. are to leave h"-!re probably on 
February 25 and return week ending )fa.rch 9. As r."Uch as I 
wo~d be delighted to address the college me~bers I reel that 
the UNCTAD discussions at that titt~.e will require my whole 
attention. Please express to Rear Admiral M.K. Reble my 
regrets. (Incidentally, I have not beard anything from 
Mr. Gihlartin about this.) 

Hoping to see you in Delhi - my present plans are to stay 
at the Ashoka Hotel. 

With kind regards, 

Sincerely, 

Irving S. Friedrran 

Mr . B.R. Shenoy 
Director & Professor or ~conomics 
University School of Social Sciences 
Gujarat University 
Ahmedabad-9, India 
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INTERNATIONAL FINANCE 
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OFFICE MEMORANDUM 
TO: Mr . Irving S . Friedman DATE : February 2, 1968 

F RO M: Andrew M. Kamarck ~ 
:_:.......---

SUBJ ECT: Mr . Balassa ' s Paper and New Delhi 

At the Wednesday meeting on January 31 when we were talking about 
New Delhi, I mentioned that we might have another item for New Delhi, 
an updating by Balassa of the changes resul ting from the Kennedy Round 
on the tariff structure of the industrial countries . As I indicated , 
I was still uncertain exact l y what the position on it was . Since then 
this has become clarified . 

Mr . Balassa prepared a paper for UNCTAD before he came to the Bank 
on the subject of the effective tariff rates in the developed countries 
which ~ffect developing countries . He revised this paper somewhat 
after he joined the Bank and most recently in response to a request 
from Mr . Prebisch he prepared an addendum to his original paper on 
the impact of the Kennedy Round . The UNCTAD Secretariat has informed 
me that the original paper Balassa prepared for UNCTAD has been run off 
and di stributed in New Delhi . On the addendum, a draft of which has 
just been completed , Mr . Balassa has been in touch with us and with them 
on some mi nor revlSlons . Harry Bell of the UNCTAD Secretariat has 
carried this addendum with the latest revisions with him to New Delhi . 
I have agreed that this should be run off and distributed by UNCTAD 
in New Delhi with a note that this was prepared by Mr . Balassa of the 
World Bank as a part of the World Bank ' s cooperation with UNCTAD . 
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ISSUES BEFORE 

{~• Second United Nations Conference 
~M~ on Trade and Development 
~ New Delhi, 1 February - 25 March 1968 



1 6 is a date to be remembered in the long 
history of trade relations between nations. [t was in 
the spring of that year that the first U nited Nations 
Conference on Trade and Development (UNCTAD) 
met in Geneva. 

The 122 participating nations had come to­
gether to examine how far the international trading 
system inherited from pre-war days was capable of 
confronting the urgent problems of the post-war 
world. UNCTAD was thus primarily concerned 
with trade as a means of promoting economic devel­
opment. It set out to examine the adequacy of the 
present system regulati ng world trade in the per­
formance of this function. Its deliberations ended 
with a number of recommendations. 

Simplified to the extreme, the recommenda­
tions of the 1964 Geneva Conference were in four 
ma in categories. Those relating to trade in primary 
commodities made up the first one. Recommenda­
tions aiming at easier access for the manufactures of 
low-income countries to the rich markets of the 
wor ld were the main theme of the second category. 
The third was mainly concerned with the volume 
a nd terms of financial assistance to developing coun­
tries . The last dealt with the problem of invisibles, 
including shipping. 

In December 1964, UNCTAD was estab li shed 
as a permanent organization. It became an organ of 
the UN General Assembly, with its headquarters in 
the Palais des Nations in Geneva. While the 55-
member Board is its permanent directing organ, the 
Conference itself(which now numbers 132 members) 
is to reconvene every three years . The second 
UNCTAD meets between I February and 25 March 
1968- this time in New Delhi. 

To see how far those recommendations have 
been translated in to practice, or what conseq uences 
the lack of their implementatio n is having o n 
world trade, may help in the comprehension a nd 
appreciatio n of the iss ues which are likely to be in 
the kernel of the second UNCTAD deliberations. 

In actual fact. most of the problems which 
preoccupied the 1964 Conference have since grown 
even more acute . 

T he industri alized coun tries of the world ' s North 
are becoming richer much faste r tha n the develop­
ing countries of the South are growing less poor. 
The gap between the two con tinues to widen. And 
the obstacles which impede the na rrowing of that 
gap a re becoming more rather than less important. 

Even the co untries most richly endowed with 
natura l wealth and best a ble to m obil ize their in ter­
nal resources need foreign currency to pay for the 
indispensable, im ported too ls for their moderniza­
tion. At present, of every $ 100 worth of foreign 
currency at the disposal of the devel oping countries, 
only a fifth is provided by gran ts, loans or private 
investmen ts. Abou t $80 worth, or fou r-fifths, is sti ll 
ea rned thro ugh fo reign trade. But the vo lume of 
foreign aiel scarcely increases a ny longer. Nor is 
there any significa nt change in the international 
trading system which would enable the developing 
countries to earn a larger pro po rtion of the fore ign 
currency they so badly need . 

As is well known, the developing countries' 
exports a re made up ma inly of primary com modities . 
Only a very few among them export man ufactured 
articles on any significa nt scale. For most of them 
two or three commodities earn almost all their 
export income and the rapid and often violent fluc­
tuations in the prices o f these commodities is the 
measure of the vulnerabi lity of their economies. 
Though considerable progress has been made in 
working out details of appropriate mechanisms to 

EXPORT PRICE INDEX NU MBERS OF SELECTED 
PRIMARY COMMODITI ES 
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br ing about price stabi lization agreements- fo r 
exam ple, for cocoa and sugar- no formal interna­
tiona l agreements have been concluded since 1964 
on any co mmodity not previously so covered. The 
uncertainty of the developing countries' export in­
come due to price fluctuations has thus not appre­
ci ably lessened. Wild and sudden oscillations con­
ti nue as befo re. The price of cocoa, for example, 
o ver 34 cents a po und in 1959, declined to 22.5 cents 
in 1964 and to 16. 1 cents the following year. A s for 
sugar, from 8.29 cents a pound in 1963, it bad fa ll en 
to a fi fth of that price by 1966. 

In the meantime, while prices of industri a l 
goods have tended to increase, there has been a 
symmetrical tendency for prices of primary com­
mod ities to decline. From 1960 onwards, there has 
been a steady deterioration in the developing co un­
tri es' terms of trade. By and large, a nd year after 
yea r, the miners, the plantation workers and the 
agri cu lturists of the poor countries of the southern 

TERM S OF TRADE OF DEVELOPED 
AN D DEVELOPING AREAS 

1958 = 100 

- --- Developed - Devetoptng 

Percent 

hemisphere have been wo rking lo nge r and longer 
hours to obtain the same machinery needed fo r their 
countries' modernization . 

Tf there have been iso lated instances o f the 
rem oval or the suspensio n of customs duties on 
some products, certa in other measures have rather 
increased the impediments to commodity trade. As 
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a whole, li ttle progress has been made towards a 
more rational international distribution of primary 
production in harmony with t he interests of the 
developing countries. In fact , growing recourse to 
synthetics and substit utes, parallel with the con­
tinued expansion of subsidized and therefore un­
economic production of primary commodities in 
industrialized countries, has tended further to ob­
struct the expansion of the developing coun tries ' 
exports in primary commod ities. 

Generally speaking, the Kennedy Round nego­
ti ations, notwithstanding some benefits to the trade 
of developing countries, did not sufficiently improve 
conditions of access for most of them . I ndeed, 

4 

tariffs on semi-manufactured and manufactured 
prod ucts of interest to low-income countries were 
reduced on the average by a significant ly smaller 
percentage than those on other products. Special 
measures to restrict imports of cotton textiles and 
clothing--by far the dominant item among the 
manufactured exports of developing countries-­
were maintained although quotas were expanded 
and tariffs were reduced by certain developed coun­
tries . As for no n-tariff barriers, of special impor­
tance to low-income countries, they were not 
significantly reduced. 

The above chart indicates, by means of the 
black areas in the left-hand section, t he relative 
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magnitude of the tariff cuts made in the Kennedy 
Round by the four major industrial markets o n 
developed country products; this is in comparison 
with the magnitude of the cuts made on the expo rt 
products of developing countries (shown in the black 
areas in the right-ha nd section). O n the left are 
shown weighted average tariff rates, before and 
after the Kennedy Round, on all products, by major 
commodity categories, with t he relative trade im­
portance of each category in terms of OECD 
imports from OECD countries shown on the hori­
zontal scale. On the right are sim ilar averages of 
tariff rates on products of interest to developing 
countries, with the same horizontal sca le showing 
the re lative importance of OECD imports from 
developing countries. T his compa rison illustrates 
the relative modesty of the advantages the deve l­
oping countries would derive from the Kennedy 
Round tariff cuts compared to the much more sub­
stantia l benefits these would offer to the developed 
countries' trade. 
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Under the impact of a ll these factors, the deve l­
oping countries have been unable to keep pace with 
the overall expansion of wor ld trade . Indeed, from a 
quarter of the world trade total in 1954, their share 
had shrunk to less than a fifth by 1966. 

Aga inst such a background, it is scarcely sur­
prising that even the modest targets of the United 
Nations Development Decade remain unfulfilled. 
They ca ll ed for a yearly increase of at least 5 per 
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DE VELOPMENT DECADE TARGET AS COMPARED 
TO ACTUAL PERFORMANCE 

--Target 

1.8 -- Actual performance 
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Source : UNCTAD Secretaria t. 

cent in the developing countries' gross national 
product. fn view of the fast population growth, in 
most cases this wou ld have meant no more than a 
2 or 3 per cent g rowth per head. Yet, notwithstand­
ing the fact that the under-developed coun t ries have 
ex panded their exports, the Development D ecade's 
ta rgets are not being met. Growth rates are steadily 
falling behind expectations. 

Deteriorating terms of trade, the uncertainty of 
export income, and the shrinking volume of externa l 
aid apart, some additiona l factors have to be con­
sidered to explain this fa il ure. 

The low-inco me countries are shou ldering fast­
growing burdens in the form of the ir invisible pay­
ments- for example, for the shipping or the insur­
a nce services they need . Above all, the developing 
coun tries' rapid ly increasing indebtedness repre­
sents a new problem of threatening proportions. The 
outstanding publ ic debt of 96 recipient countries 
rose from $1 0 bi llion to $38 billion during the decade 
ended in 1965. Unrepo rted debt and commercial 
arrears would probably raise this figure to over $40 
billion . Simu ltaneous ly, the servicing burden has 
grown proportionately. Estimated service paymen ts 
on external public debt for the same 96 coun tri es 
rose from less than one billion to $3.5 bi llion in 
1965, nearly half of it attributab le to export cred its. 
By now, more and more developing countries have 
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to pay back a third or more of every $ 100 earned 
o r received, in order to pay for invisible services, 
to repay debts a nd to service what they have 
borrowed in the past. ln fact, if one ass umes that the 
volume of lending and its terms remain uncha nged, 
it has been estimated that net lending- that is , 
incoming minus outgoing payments- would fall 
to nearly zero by 1975. 

ft will be remembered that the 1964 Geneva 
Conference recommended that the industrialized 
cou ntri es shou ld devote one per cent of their gross 
nat ional product to development a id . There are only 
a ve ry few exceptional cases where this target has 
been reached or su rpassed . Taking the developed 
co un tries as a whole, their a id in fact ha s declined 
from 0 .87 per cent in 1961 to 0.72 per cent in 1965-
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and the downward trend continues. In 1966, notwith­
standing rapid increases in their own national prod­
uct, the majority of donor countries were further 
from meeting the one per cent target than they were 
in 1961. 

This already bleak picture is further overshad­
owed by the dark cloud of the fast-deteriorating 
world food situation. Countries, traditionally food 
exporters, have now to devote an increasing propor­
tion of their export income or the aid they receive to 
buying food for surviva l. 

Clearly, we have reached a point where the 
problems of the economic progress of the majority 
of mankind call for urgent, new measures- for a 
modified approach . 

No one denies any longer the inca lcu lable and 
dangerous consequences of a world divided into a 
dynamic rich minority increasingly separated from 
a majority made up of poor and stagnant masses 
deprived of hope. Nor is there any doubt that pros­
perity and greater purchasing power in the South 
could bring to the North economic benefits com­
parable to those produced by the economic emanci­
pation of the under-privileged classes early in this 
cen tury in the now developed co untries. Equal ly, it 
is generally admitted that, even if external aid is 
indispensable, the primary effort has to be supplied 
by the developing countries themselves. Indeed, 
there is a growing awareness of the need for a co­
ordinated, globa l strategy in the battle against un­
der-development. The time has come to bring aid, 
trade and monetary policies into a realistic rela­
tionship with each other. Part ial remedies and the un­
connected and often improvised measures hitherto 
applied will have to yield their place to synchro­
nized and convergent act ion capable of harmonizing 
the aspirations and the interests of the northern and 
southern hemispheres of our world. What is possible 
and what is desirable will have to be reconciled in 
the process . Thus the realistic, short-term measures 
now possible shou ld fit into the wider co ntext of 
what is desirable in the perspective of the years to 
come. 

Such are the facts, the needs and the ideas which 
provide the background to UNCTA D-If. 
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inding up the debates of UNCTAD's fifth 
Board meeting in the autumn of 1967, its President 
defined three clear objectives for the New Delhi 
Conference. The first he described as the fresh 
evaluation of the world economic situation and 
its effects on the implementation of the recom­
mendations of the first Conference in 1964. In the 
second category were negotiations on certain 
questions ripe for action. Finally, he foresaw a 
debate on longer-term problems and on how to 
approach them in a constructive fashion . 

Since the Geneva Conference of 1964, a 
great deal of study and discussion has been 
devoted to the definition of concrete measures 
destined to translate into action the recommenda ­
tions of the first UNCTAD. This process of 
selection, parallel with the endeavour to find 
suitable mechanisms and institutions for the 
solution of the most urgent problems, has been 
going on within UNCTAD as well as in a variety 
of other international and non-governmental 
organizations. It has culminated in preparatory 
meetings to co-ordinate attitudes of the partici­
pants of UNCTAD-11 . The developing countries 
have met in Algiers . Similar meetings were 
scheduled both by members of the OECD and by 
the socialist countries. 

The numerous items of the provisional 
agenda of UNCTAD-11-as approved by the fifth 
Trade and Development Board-are divided into 
eight main, self-explanatory categories: 

Trends and problems in world trade and 
development 

Commodity problems and policies 

Expansion and diversification of exports of 
manufactures and semi-manufactures of 
developing countries 

Growth, development finance and aid (syn­
chronization of international and national 
policies) 

Problems of developing countries in regard 
to invisibles including shipping 
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Trade expansion and economic integration 
among developing countries, measures to 
be taken by developing and developed 
countries-including regional, sub-regio­
nal and inter-regional arrangements 

Special measures to be taken in favour of 
the least developed among the developing 
countries aimed at expanding their trade 
and improving their economic and social 
development 

General review of the work of UNCTAD. 

While it is expected that on most of the 
questions included under these headings progress 
will be made towards a better documentation and 
understanding of, or eventually the solution of 
problems raised, the consensus that has emerged 
from preliminary discussions seems to indicate 
that a few selected issues in each category will 
probably be in the centre of negotiations. The 
following may be singled out as most likely to fall 
into this category : 

Commodity problems 

The first objective is to broaden the volume 
of primary commodities exported. To lower 
existing barriers and to facilitate access to high­
income markets may go hand in hand with a 
guaranteed share of the increment of consumption. 
Exports to socialist countries, in fast expansion for 
some years, may be stepped up and tied to 
quantitative targets. The agenda foresees also 
discussion on international commodity arrange­
ments and other techniques of commodity 
market stabilization. The operation and financing 
of buffer stocks, diversification programmes and 
guidelines for pricing policy are among the key 
questions, as well as problems arising from the 
development of synthetics. The last Board meeting 
agreed that, in the primary com modities sector, 
international action can be most successful if 
tackled product-by-product. Three commodities 
have been considered as calling for particularly 
urgent action-cocoa, sugar and rubber. In the 
case of cocoa, after long months of intensive 
efforts, by the end of 1967 important enough 
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progress has been made to justify t he re-convening 
of a cocoa conference in order to fina lize arrange­
ments. Similarly, the reconvening of a sugar 
conference is foreseen for the spring of 1968. 

Financing of buffer stocks 

In severa l cases of projected commodity price 
stabilizat ion agreements, buffer stocks would 
constitute an indispensable part of the mechanisms 
envisaged. At the moment there is no clearly 
defined source of financial means for this purpose. 
Yet even where, in the long run, buffer-stock 
operations might become self-financing, funds 
would be required at least for the initial period 
while their proper functioning was assured. 

Supplementary finance scheme 

At UNCTAD's request, the World Bank staff 
has prepared this scheme. It would aim at enabl ing 
developing countries to carry out their develop­
ment plans notwithstanding unexpected short­
fal ls in the ir export income. Having agreed on the 
broad formulation of a development programme, 
and taking into account the availability of other 
resources, the administering agency would under­
take to provide the country in question with finan­
cial assistance sufficient to maintain the foreign 
currency component of its foreseen investments. 
It is estimated that a yearly $300-$400 mil lion 
would be required to operate the scheme. Terms 
and conditions on the loans thus provided would 
take into account the existing debt situation of the 
country in question, as wel l as its subsequent 
export performance during the plan period. 

Volume and terms of aid 

It is hoped that an advance may be made 
towards the implementation of the 1964 target 
that each industrialized country should devote 
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one per cent of its gross national product to 
development f inance. To further this goal it 
would be desirable that an increasing proportion 
of the one per cent should be forthcoming in the 
form of bilateral or multilateral governmenta l aid . 
A "softening" of the terms of aid and agreement 
on the long-term consolidat ion of repayments 
wherever heavy indebtedness obstructs develop ­
ment would further improve the situation . 
Equally, specifi c steps are envisaged to lead to the 
"untying" of a growing proportion of aid given 
so as to allow developing countries to buy at the 
most competitive source. 

Preferences 

Since the expansion of the developing coun ­
tries' traditional exports is unlikely to be spectacu­
lar, the diversification of their foreign sales, so as 
to include also manufactured art icles, is more than 
urgent. The granting by the high- income countries 
of temporary, non-reciprocal and non-discrimina­
tory preferences in favour of the manufactured and 
semi-manufactured exports of the developing 
countries wou ld be an important step in this direc ­
tion . The modalities of such an offer are now under 
discussion in a number of industrialized countries. 
Increased efforts in the trade promotion field 
would contribute a log ica l complementary measure. 
The additional foreign currency so earned by 
the developing countries wou ld enable them to 
step up the purchases of eq uipment goods they 
need for their modernization . For the time being, 
on ly a minority of the developing countries has 
advanced far enough towards industria lization to 
derive immediate substantia l benefits from prefer­
ences. Yet it would open up new possibilities for 
most others. At the moment, a good many devel­
oping countries are already covered by preferentia l 
systems. Their generalization would involve ade­
quate safeguards for the industries of the devel­
oped countries as well as suitable measures in 
favour of those now enjoying preferential treat­
ment. The un iversal application of such non­
reciproca l preferences would extend their com­
petitive advantages to all and wou ld bring nearer 
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the day when the developing countries, their 
young industries strengthened with the aid of 
preferences, could themselves dismantle their 
protectionist measures and expose themselves to 
global free competition. 

Trade expansion and integration 
among developing countries 

While more and more hig h-income countries 
form larger and larger trading units, it is imperative 
that the developing countries too should advance 
towards the creation of viable economic entities, 
a broader volume of trade among themselves, and 
large enough internal markets to permit production 
on an economic scale. The creation of such regional 
and sub-regiona l groups among developing 
countries poses even more complicated problems 
than those the industria l countries had to confront 
in their own integration efforts. While the develop­
ing countries may specify their concrete plans of 
regional or sub- regional integration, they may 
require financial assistance to help create their 
multilateral payment systems or the other acces­
sories of successfu l integration. 
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A Guide to the documentation before the Confer­
ence is contained in document TD / INF. 3. This 
Guide and the documents listed therein may be 
consulted at the United Nations Information Cen­
tres or at local depository li brari es of UN publica­
tions. Sales documents may be obtained through 
distributors of United Nations publications . 

For all further information, write to : 

UNCTAD, Information Service 
of the United Nations 

Palais des Nations, Geneva, Switzerland 

Printed in Switzerland 7201-December 1967-12,000 
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Press Release TAD/i31 
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PRII-:E_I1IN2:?'I'.'~R OF Il\!DI!'.-l!'liAQP:Jmf.TE~ SE_9QND UNCTAD SESSION; 

CALT.:S_FCR_ GL8bXL STRATEGY ..2f_Q~YELOP~T 

(Th~ followinG was r=ccivcd fron an United Nations Information Officer, 
:with the Ser.:vrd Seusion cf tJ:·•c.: :"D, Kew :Jelhi.) 

Mrs. InC..ira Gar.::.:hj; F:;,~ ~_ne ~ti ii.lis·t.er of Ir:.d~a, to(1.ay in New Delhi 

inE'l.<.:c::; c.:1 a ted J - '. l~ s<" ,. _,~ ,l z =!ss~_on of the Ur:i ted Nations Conference on Trade 

Add.:.·es.3i.n,:s 2, 5CO delcg3.tes, msmbcrs of the dir:;lomatic corps, observers 

and representatives of the world ir:.fo:.~rnatiOi:. ineG.ie., r;he Ciret-1 attention to the 

need for a g::.. ~· bal st:o:-ategy of C..evelopm•=nt. It was imper·ativ-e, she declared, 

tha-:. -!:.l'].e :L!1ti·:yn:=.tir.)nal community find ffi2ans to guide econoruiC forces towards 

In ~U .. ~-~i)n, p,<12st.s at the inaugural ce:o:-enony heard a message from 

Secret::.;- }'- 2ror1e:cal , U 'llle _i-::, tr ..:.ef remP.:o:-ks by t.he ill~·-::r:'.A..D Secretary-General, 

Raul P:. e::::ic:.ch , and a stT~P.\tl ~nt lJy AbJ.el Moi1ein El-Kass')tmi (United Arab 

Rept1b..!....; c), 'ivho '''as presiC• . ...:.c:.t a£' the fir<>t session of TJNCTAD, held in 1964. 

E.rrp:1asiz ing the indi.r- so:::..'_::''cl ~ linl:: betwr.en peace and p:':'osperi ty, 

lvlrs. Gandhi said that there couJd be no ~ea':.'e without erasing the harshness 

of the growing contra-:;t "uet ':eei1 ri.ch and J:Oor . 

"Year -o~r year", she ob<"E::.~vt: d, "the neec:.s of the developing nations are 

becoming mc:..·e acute ' more t:rt:en-:. II Anci -v.rhile the presence at the lDJCTP.D 

session of so mo.ny dist:inguiFh~d statesmen from different parts o:::' t~1e world 

re-cwakened hope, there was :: .. lso the hauntir..g fear that a historic opportunity 

"to set the world community firmly. on t.he ro3.d to yeace and prosperity might 

again be missed." 

(more) 
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Elaborating on the causes of this anxiety and the widening gap betvreen 

the developed and the developing countries, Mrs . GanC!hi said : "~od.ay the 

rich nations find it more rewarding to invest their savings in their own 

security, in the advance of their tec:b..nology, even in establishing contacts 

with distant p2.anets. They find j_t more :'.nteresting to trade amongst themselves 

than vri th the developing nations. Their ;nar:tets a.nd profit patterns a re 

protected by tariff and non-tariff barriers. The efforts of the less C.eveloped 

colli~tries to process their natural products and increase their share of 

international trade in manufactured ar.d processed goods are thus frustrRted. 

The continuous onslaught of synt:1etics a.nd subst:i.tutes further d.epr:i. ves wor 

nations of the resr.;n:;.·r-2s t;1ey :::o u..ld derive from the t:se of their products. 

Thus, the gap kee:ps (Srm.-i.ng." 

She said that the vrorld economy "has no built--in corrective" and, therefore, 

economic processes "must be guiL.ed "'.:.J a moral purpose and directed tm.,rards 

desirable ends by the po~ i"\;ica.l u:.:.ll cf t~1e international community." 
I -

Responsibility for d.::velopment mu3t primarily be shouldered by the 

developing nations themse::..ves, continued the Prime Hinister. Political 

domination over the p:r ccess of C.evel o:?J'1ent by ns.tions -vrielding economi c power 

•ras inconsistent \lith <~he United :t~a-:.ions Charter. "What we need ).s a global 

strategy of development,~: she declared, "an integrated programme of inter­

national co-operation which outline s convergent n~easures to be undertaken by 

every mem~er state. 

As for aid by the advanced countries, she said, the question -vras ·"not 

whether they can afford to help the developing nations, but i-rhether they can 

afford not to do so". 

In opening her address, Vrs . Gandhi expressed d.eep regret that U Thant 

had not been able to be present to launch the Conference, -vrhich she described 

as "a cioint endeavour to build a better world". 

The United Nations Secre-:.ary-General more than anyone else, said 

Mrs. Gandhi, "has he lped us in our moments of despondency and urged us to 

remain true to the ideal.s e:nbodied in the Charter of the United Nations over 

which he presides with such distinction". 

(more) 
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U Thant's Message 

Press Re~ease TAD/131 
1 February 1968 

In a message to the Conference read for him by Philippe De Seynes, 

Under-Secretary-General for Economic and Social Affairs, U Thant deeply 

regretted his inability to leave New York at the present time, owing to the 

international situation, but added his earnest ho:::>e "that it will be possible 

for me to travel to l'iew Delhi at the earliest possible time". 

The UNC'rAD Session, his message added, was opening at a moment when the 

need to link peace and prosperity a::rpeared par-:.icularly essential. He hoped 

that the many problems facing the Conference would be approached "not from 

any conflict of interests, but from the standpoint of a common desire to 

achieve the objectives ••• laid down in the United ~Jations Charter." 

Concrete and positive solutions of the problems of economic growth, trade, 

andd.evelopment financing -vrould constitute the basis of "a realistic endeavour 

to achieve the fulfilment of universal and lasting peace," the message stated. 

V.Irs . Gandhi and r.:r . De Seynes were introduced at the opening of the 

inaugural ceremony by the Secretary-General of UNCTAD, Raul Prebisch. 

Tr.anks Exuressed to Pri~e Ministe£ 

Abdel Honem El-Kassou..."li (United Arab Republic) President of the First 

Session of ill~CTAD in Geneva in 1964, thanked the Priffie Minister on behalf of 

all delegations. Ee said that Mrs . Gandhi's statement had profoundly analyzed 

the proble:ns facing the cleveloping countries and given a picture of the 

difficulties they had to cope with, and he exp~essed the hope that the 

Conference woulci achieve the objectives for which it was convened. ~~.ir. Prebisch 

emphasized the "magnificent hospitality" of the Indian Government and people 

and expressed his gratitude also on behalf of the United Nations Secretary­

General, U Thant, and the Secretariat. 

The first plenary meet::.ng of the Conference uill be held at 4 :00 p.m. 

today in the Vigyan Bhawan which on Tuesday, 30 January -- following a brief 

symbolic "handing over" ceremony at which the United Nations flag was raised 

-- became United Nat ions territory for the duration of the ill~CTAD Conference. 

* *** * 
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Mr. Graves ' Secretary phoned to dictate this cable which was sent from Mr. Karasz . 

To: Mr . Hoffman 

PREBISCH TELLS ME FRIEDMAN TRIED TO TELEPHONE HIM TODAY. 

LINE BAD . FRIEDMAN PROMISED CABLE BUT HAS NOT . AS DELEGATION UNINFORMED 

COULD NOT GIVE ANY EXPLANATION TO PREBISCH. PLEASE CABLE IF NECESSARY . 

KARASZ 

r 
u ... ~ )'j t~ I l \ s ~.J i+k. ~ 6 c _:o - -r--t; 
L 

v..., ~«~-l M,.) ::l"" "V 

l 
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RAUL PREBISCH 
OBEROI HOTEL 
NEW DELHI 

INDIA 

c 0 p y 

January 30, 1968 

-Pttll-Rate- L T 

FRIEDMM~S ATTEMPTED PHONE CALL WAS TO INFORM YOU OF LATEST 

STATUS OF PROPOSAL I MADE IN STOCKHOIJ.1 SPEECH FOR REVIEH OF 

DEVELOPMENT PROnLEMS BY OUTSIDE EXPERTS STOP BELIEVE NOW ABLE 

TO PROCEED HITH U.1PLEI'·1ENTATION OF PROPOSAL BECAUSE OF PROGRESS 

MADE IN IDA REPLENISID1ENT STOP WISH TO EXPRESS MY APPRECIATION 

FOR YOUR PERSONAL SUPPORT OF PROPOSAL STOP REGARDS 

WOODS 

/ 

George D. Woods 

President 

ISF/mlr 
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Mr . Friedman 1223 
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To Handle Mote and File 

Appropriate Disposition Note and Return 
App rova 1 Prepare Reply 

Comment Per Our Conversation 

Full Report Recommendation 
Information S i anatu re 
In i ti a 1 Send On 

REMARKS 

This isn't ver.y good but perhaps 
representative of some ideas that are 
floating around. 

From Gerald Alter 
-
Jt, 
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l. I nccrnat i onal cjd to developing co·mtri0s, like lend-lease i n its time J 

r epresents a. new insU t.ut i on j_n i:1 t ernaticnaJ. economic relations . Its purpose is 

to acceler 3.te economic dcve::.'cop:-c..Lent up to a point where a satisf<J..ctory r ate! of gro·.rth 

can be achieved on a s3lf-su~~~i~ing basis . H s aim is not equaJ.i ty of inco:.1e bc;t 

equality of opp0rtuni-:,y ; it is not to cq·_lal:i.zc inc::m>.e in diffcrer;t coun~.ries but to 

provide ever-y countr.r vi th J.n opportur.i -t y to 8.chi.eve steady grm.;th . The primary 

criteri on for allocating aid is thus to ~qxl~i3c addi~iona~ nationa1 effort, not to 

max_;_ni?.8 incrJ!:w cr.:.;a.tcd ~~r- qc:lJ"'-:£ of. _3id_ . . -· ....... - - -··-- .... _ 

b e app1icd . Justjfied or unjustifiFd s~spJ.cion ~h~t ~id-glving ~ish~ be use1 ta 

obta.in other conccc.s ic•i,s , th:::.t it will be s·/Jj ec ~ to po!.i·!,ic._.l or· ec:mc,:nic string: , 

poss i b ~_c -~-o inc1·ee.se or t.o impcdGs disucssions of wh~t 

0ptimiz e n:J.tion ~tl effort . The: 'in (;E;1"" 1 ive offact of <::.id e.G<. cat~,lysL. ::if (anr1 not 3. 

subst.i t..ute for) oftci• painf\;J. an:1 c!ifficult 1Lt.ior:2.J_ d evo'!.oprr:cl"'.·-.. m<:::'lS:lrcs is \10?.kened . 

1'h:~ v~'X:Y cl:i.scu ~. s) on by 'l credi t-t; i vh'[; c m.; n ~:ry of 1,.rhe.t t.h8 rE:c ei •.rir.t; coury(.ry sho·1ld 

do .invo.r'Laoly r.-:,ise::J obiec~iO 'lS thc::.t tho l ar.i.el' 1 s national sovereiftl~Y is boi_ng 
...., _____ -· -· - t..<- .. ~ . 

l.afrirlf(~-:.1 .. 
-~ ·- ·-· 

Under such cJrcc.:ms ;:,:o.ncc:;, 
-·--..----. 

tho disc-nss·ion i::: eithe:r ~. :".co:-:-,plct2 <Jnd nnt 

\\effor~s, the re::.·ults or which 1-:ould b::: accopt3~,le_!·o __ t:_o"c.h 

\\recipie-:1ts of __ :::.i,_c;\ .~ ~ An i mpc:.rtial i dcrn::.tional cveJ.uatio:-1 is e.n 3.t·:.E:r-:p~--~'?-;~~0nc:·i._l~ .. , ... _ ... - ..-.. -
\the 1cc_-:it~_P:? . .~~8 j~::.erests of ~oth p?..r~: ies, avr>iclin£ th3roby t~e fric t)_0!1 t~.e.7, C01..l~_ d 

result £'rom pate:rtie.~ differs·,lces cf opinio'' bc:~~Hec::r. the:1 . 

3 . The cree..ticn of the 1!',·!.-erna.ti:Jnal Ba.nlc for Re:const.ruc ',ic·r:: e.nd Dovclopment_(IR~J2.L -· _ 

in 1946 mark ed the f i r sL me. j or agreem8nt to al.loc~te aid hy an i~tern~tion~l agency 

.J.ccorcling Lo sc.~e intern-~.tio""lslly e.grc.,c.cl 11po;, princ::i,pl_es . It ',r:ts e. step in ~he righi~ 

di r ection , but i~- ~'Y!}]_?_t -~_:_s_a.~d t~~.tl:r t0 repro::;cnt '3.n i l'~epencle~1t in:erretio>lal 
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survey mission repo:_~ts c:.rr2.n(;ed by "",he B:l:lk a.!1d the respective Government sta.rting 

in 1950,1/ The repor-i.s of -7-,he s-:;..rvcy mlssions, hm..revc:r , \-Tere r2.ther;;, bctsis for the 

sr;3lection of proj c:;ts ~,o be fina~2.ced by :.he Rank thc .. n a firm ckcisi.o~·1 or practice -:. 0 
'--~ · -·-· 

f inance a dcvs l op:wnt pr~r,ra::c'7\C ::>.s 3. \:hole . In one case only, before 1958, did the --- ..... ----- .... ~ - ...._- .... 
Bank finance a. dovc,lopment progr".t.:'ll.e ::.s a. v:h'J~ .e . 1951 when a series of 

l oo.ns was gr,mtcd for th-3 devolopr!lent of thc S("J.L.h of I-taly . Tl-!c amount of l_oans \>!J.s 

dete:c•minod oy 'vhe n.J.tUrG of tho progr:J.nrno a::; ~ r,rhoJ e, a1t.horJt;h SJ.nglo :_03J1'3 HGI'e 

att<J.chcd to sp.:.~c.i.fic proj ec~ s . Durin~ the first doc~dG of i ~s operati0ns, the B~~k 

i n Ltct confined i tsclf to prcj oc 1J loan:: . 

dev;:J_ornon L procr""rr,mc j pr·,-nridc:d -~.h, t. it is p:r ::lllc:;:·"_y 1 . .rorkod oJ t. j_<'j terns of the proj cc "Js 

by 1,Jhich the objnc·LiVl'\': 0J' tho prograFl!!W 8.Y'O 4JO tlO a-L>_linod . 11 ~/r,·;n::ii!Od pl_;:,_.o~J ic: . ~-'ho 
Ban\ alr;o rc'llized the. til!'.. in shortcomi!1[';S of si !1f:lc p:r.c.j oct ]_o::,.ns: 11 Thc B2nk rccognj :.oe~~ 1 

h: the prlr:cip2J. ro.:;.son •.rhy th .c; S:mk soc.!~s t.c:J co:<ulc~ HiLh i vs nornbcl.' ccr:..r_nT. r_L..;s 

no·t onJ.y concerning the r,~ri..~s of projcc~s for -./reich g_ loan h; rcc1ucst8C:! h'...lL cor.c~C:r, jn g 

the co~J!lt ry 1 s p:coj octoc'l i·'!vr:::::rlr:lcnt exp::-r:c.li t1..1.res as .!l it! hole . 11}/ A.p3.r ·(~ frow c-. proj cct. 

report., e1ch loon t!K:c~,forc c'. ls:::> leu. to ~.._:<. ec0·,:o:~~:-S r::po!'i, o·'1 ·:.h_,? _C'0'1l!··_ry b•zt i -+_ S r:t':in 

cr~pn.::cns wac;: (n) to r,c:c:css ths C(;untry 1 s cc:.v~-~· ji.y j,o _ _rcp'1y lo.::Jns , then (b) the gcr_,_r_, :_ 

onkr of prl-.9E~-t~-of proj ccts u_nd3r consi::1c,r:.Li0r' ii!10 l ast, (c) +he appr,)priai..enes.:.: of 

-'.:.h; '"J.o·.-crnr:c._nt. : s econornic. ?·.nd f'j n::ncie..I policies to furt~er -;:.he dcv c: J.opne:T~- pro-::>'"58 . 
----- ---· .. 

S'lTVe-.J mission r eports h :.2d ~~n Gduc .::.7Jir,:--~J. : _ effect not on2.:y in the cou:1tries - -- - .. -~- ... ~ -- ... - - ·-... 

OTL 1L'.8S of -:. dcve=_opmc~1 ~ pTogra.r:.;mc . ~-{hi]_G -7-,he pro;:;r·ess wr~p, gr3.d~J 12. ' the fir·s ~ ... ro;::;ort 

incorporc:.:.ting th:-ct spiri i. \!.~S porha.ps the IF::J.D r E) port on India i·,-, ~ 958 . I ~•· is in V1is 

~ro wri t· e~ in the J96J 1 s . .. _ --~ 

]} IDED Reports on Co]on:_.j_.::l (L . Currie); l9:JO , Gr_l'o..tcrl'3.lo , J.S5l, and Ur,Jgrn.y, 1.952, 
p:Jb1ish2.rl 1Jy IER.D, '.-b.E:h.Ll[".ol. D. C . J2gL""·i.ng i:1 l9)2 the fol_l_c,•.;in.g rep.•rts r,.rcr:::! 
}JU:)~-=:~-:-1"lcr1 rj:f .Jo~-~~- t:o~~~i~-- r;L_.i_,.:c·J~ .. ~:i_:~l ?r~. ;~.-~.; O":·~~iir.,or.:;, l·.d.: IT~tq 5 J.G5~; .Jc:.',l ic-:-_> 
2':·)2; "' · ~ · j_.:_i_;-:1: r~ .. J_.-,_:r··;., 1~~53; :: ~A~r-·(", lS'~J; :·1·LL- .r~.c· -~; l~·SJ; C::: 1w~---~ ;_s-5-~; ~~~ .. -:;-:..~/ -~ -t \; 

I:igcri ~: 1955; I,i~uya., J:)(-: .. ~·~; \fG:JOZlt~l:-~ ... lc;:):_ ; ~Jg-:3~C~8.; l9t/2. 

?:.I I BR.D, ~~j_fth 

2) IbQ_, p.9 
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4. Progress to~.-r:crds an cval u::cti0,1 of Et nc.tion 1 s dE::vclopr.1ent proR;ramm0 ES 8 ~orhole, ----------- - ---_,.. ..... ,,. ____ ...__, __ , __ - --· ··---·~--·--··-·-·····-· .... 

rather· than of single parts of it in tho for8 of projects, \Ja.s gradu:tl and slm·T and 

was only accelerated undc~r of 1 he 11 Th:ree \Jise Hen" mi.ssi co to I~1dC -- '..:hich ---·-----
W<lS not an I BRD rr.ission. -- and of the consortium lc·:o.ns :i ni tiJ. tod b-y ~che Indie_ 

Consortiuu: under t te guiC.ance of IBED ire 1958. Ncvcr~hcloss the principle of a m~lti-

l<J.ter .::.l decision and of concE:rtsd ac ti >'1 ~oms ::·lre.idy =..arge~!.y (though not "'ho lly) scc1.:rcd 

by the very fact that ::>. m'~ltin<J.t. ions.1 agci1cy li1<:o the Intcrw:!:. _i_onc.:.l Bank, nncl. 18.tcr 

on the regional devo1opr.v::mt bants (In~- er-.Ar.1oriL::ln Dcvc~.opmont Bank, Afr lean -=c1:d Acd_ 3.n 

D0velopncmt B~L1k) &.-:1c1 not one na tion::·1 Govor~1mc;1 f-,, actc·d l;oth in ev::t1~J..s.ti Df snd ; n 

lcndir1g . 
'--..-. .... -- ..... - --- ... 

B2.nk is thus -t.,l'lW of aTI suclt rr~u1t:i_l:;_t o·r·c·~ o1·g:..:.Dizations: 
-

8.pp1icntions · 1-rou:Jd be w:~dG cc-opor:~tivdy; tl11.s there \.Joulrl. re no ju·.;tifico'-ion for 

Second; if conditions were ott~cho1 to ... - . ... __ _ 
l oans, in the hope: of :opredin;:; r o:r:c \-Til1cly the bene:fi.ts of oc.~norqic groutll, the 

arisen e.s the Unito:l StTLes s~uzht si•"c.:;re:ty L lt, un:U.atornll_y to promote eco:nrmic 

dcvelop!:iCnt in L~~tin Arrteric..::t. n1/ The In-'-.c·rna'Jir•rcs.1 R:mk "t.hraugl! its 2.urvey mj r~::.;io:1s, -· .. . ... 
its spcm.son;hiy of t7.oro consortia ~mel c:·.nsulti:nE grm;p:; ?.nrl :tlso thro;_l,;h its gr:ctc'lctc.l~y 

i ncreassd empho.sis on ev~_l,tating a d ove-1opr:.c··; l. pl·o~r"cmn .::. h2.C: s. hc;::_dsL:_irt ::m:l h-:..~; m·tck 

i n this one imporcsmt re::.pcc.t ?_ groa.ter contrib,~tion, ~.o far, th;~n -;;ho r•3gie>:-1e.l 

dev0lopr.ent b =mks . BuL, al -~hougi1 a r;;,..t H.il.:Jc.Gr.:::l age"'.cy, i ts v0'ving coi-rcr is strong:_y ----· ____ ,_ ·- - --- ·- - ~- ... 
weighted in f~.vour of the group SYf_ credi t0 r nOJ.'Linns . The r€gio1"'.al cl_eve,_c:> pn:er.t b:'nk=; ::;:re

1

} 

n-O"t ·;;,iy multilal.eral e.gcncies buL h3sc .;. hit;hc:r vo t_i.~g p:~ ... ;E::r of. -d~~0 ~~~~~ ·cnun ries, j 
which e~hances the v2.lidity of their c::)-ope1 "-t ~ ve col]_e:cti ve dcc]_:=d.Ci:>.S . 

1 I 
:.../ 
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II. DELEG_:,TION OF D:~c=:.S IOIT TO :"-L:GOC .. 'I''~ ::,ID: ?ROE TH".t: :VL~RSE;.LL PL.-~·J TO THE .'.LLL.:J::;~ 

!<"'0 :1. P~·~OG.?~-3,3 

5. The Marsh~l Plo.Tl - o.. co-·opor.::tiYo effort for the n:constructi. or: of ,'/estern ·su.:.:-o-)0 

i ntroduced cluc..rly tho pri.nci;?le of o.. ds:__j_§:,_C_!_£ (not d<:.: jurC)) dcleg:ction of decisie>ns 

to allocJ.te rod. The ilinis to ri::>.l Cor, uti t te: ,; of its crg2.IliZE:1 tion , t he Org2-J1iae1. tion 

f or European Econcr;lic Co- op.::r.:::tion ( o~·::.:c) ;'dcsidcd; 1
, on th<: b2.sis of s tudic;:; of c.. 

commi tt8e of t ochnici :::.ns s.ppoint.:d by Gov·.::rn::lents and of its 3ecrote.ri.:>.t , the c..lloc .:::·c.icm 

of .:mnual :1id 2-mor:.g t>cc p:·.Tb.ci~•:·.tinc; :6urop-:;:::.r_ countrics . Le:c.::..lly the OSZ;C o..lloc::-.Lon 
J-- • • ·• ------- ·------" 

decisions wure m2re roco~Dond~tions. Uobod~r dct:bt -2 d , ho•::cvcr , thJ.t the r c:co:rl:!'Gnd.:-:t::.on5 ._. 
----------... -- ·- ...... - _ ... ~---...-r--.-· ·~ 

sho:rt of extraorc.'.:! irrJ r'-'2.sons c..nd circ-tnnst.:'.l~cc;.s -- ·.vc-...ld bo Cl.CcepteJ by t:1o Uni tocl. 

S t~tes Governm~nt ~iich n~cl.c a daclarat~o~ of i~te~t to allocaLa ~i~ ~cccrdin~ to c~ch 

recorn~and~tions , ~nd in f~ct djd so; 

th-:1t tho national c:i:':L'ort to rc:duc.e it ':i ::.ls sufficient . 

Sinc6 th0 pci~ ~ry object 

w~s to reduce the b:::..l:~ce:-of- p.:::y~~nts d~ficit , l~ss c~ph2.sis ~~~ p~id to th~ ~lloc~tion 

of aid funds t o sinslo proje:cts . 

to those of dcve:lopoc~t 1 th0s~ dif~iculti~s v~rc l2.rgcly overcome ~0i~g to the f2ct 

th3.t the, h,_.:;.d , or ~ hi.:;h cffici::cl, of :::. H::>.rsl:.'cll FL-cn :r.ission h •d di.:"cct cont.~,ct 211Ci. 

c o-oper~tion with the ;~nist~r of --, ~ · 

Dc;o~or~:y or 1ln::t.rtce cr a corresponding high nation2.l 

offici:-ll :J.bout the totc..l cconoi~'J.c _:·::; li cy of the country . 

c rystallized in i:'-":. ovcr- :::..11 vic·;:, h:c.d priority, v1hil dot.::.ils 0f tocnnic~--.l e1ssi.stc.nco 

about single project::; ·:1~rc r::: tr .. c-r in t~-- - b.:cckground . 

7 . \Jhile th<:: i<.:crsll='_ll fl.--:.rJ. cJ.e2.rly introduc·.:cl th ::: principle of r..•.1ltiJ. :.t<::ral co­

opcra.tion .::..nd of t::'t·O (~lcg:·_tion ~~ L-.~t_£ of d.,_:cisions to cclloc::c.ta :.i. e.':. , it did not 

it we::_: multilnte:r::tl but i t ·r:_·_s net incLp::nd·~nt . The d·.:c isions to ='..:loc".ts ?.id ·.-:ore ---- .. ,_,_. __ ..., __ --- ~ ...... -~· ~ ;1;"':"1/f 

e;.:pc.:rts . c:.tt !~ . L-
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.An i ndcpcnden t "coa-:li ttce of ·.-iise m-:;n·: should ev-.lu.cte the. d.::velopm2!1 t progrc.m:r.e , its 

consistency , ::end not.:>.1J_1y the nde:cu "'CV of n::tion?.l effort on tnc b .csis of ·,,hich i t nou1d 
v .. 

assess the amount oi e:::Lr:'l:J.l rc8.:1u~ce.s- r1o-cdcd -:ne;_ justified . Int.o:::·n:::tionc~ a.go:tc:i_e: s 

and Governments woLc1c' c.sree to terri2l' aid ,:;,ccorclir>g to thJ.t rcconJI,<.:::nd.::tion. I t . . 11 ' r: er"-~c~"t:;J..Ol12.. ~ 

agreed cri teri e" , t cst•.::cl ::-...'1:: e1.ppliod by an int-crn :.tiona1 cor:1r.1i tto-~ ind.e_;;;:2ndent of bot~1 

creditors and d~btors , ~ou1d rem078 the frictions wbich result fra n politic~1 suspicions . 

Such ::1 c omrnittec sho,_·tl:~ ti:t·3rcfo:c:.: be: ctbh.. t:o insi.st n~ore errph.::.ticc.lly on some efficiency 

Tha cvalu~tion of n devclopoc:nt 

progr<:Lm:~"tc: on function.:·_l lin0s '.'fOul:-: to ::. V\Cr;;o l ..,_r·::; . .: c·xtent ;;depcli tic i se' ;, s".::l"C::tr:t1inc· <"-'11 

11 func tion?"lizc " the nc:::;oti.~:t.ioP:'3 on ccmwmic QSV,:lcrA~ic:nt . 

10 . I n the i ntcrnc.l p:-.y r of tnc t;l'Ol).:.l of e:z_u..:rt<'. convcnc.:d by ~"~C:::C.~ ir: J.95L~ , the ~o:_,.,; 

to .o .. s<::2s.s the n..,_tion.::-_1 CT!.i..: int .. ::r,i,...~tion-c_:L effort r~..-·c-~;.irc::3 :;~o.:_" :c:i.l intc:r::::.t:lon:::.l 

dc;velopr;·!cnt ::tid . 'l'lc~! fi;clly publisi1cri. r or,o:;_·t 1/r;~odifio-:)_ the rcp1)rc·•.ct i}l h:o 

it S c~id tho.t (i) S' .. lCh :::. CCJ1'1Eiitte<.;) should bo COJWClLC:l only in ,;C..:r-t:-:.i::-, C' .. ci28nj Cl:rt- th ··_t 

i ts findings 0ou1: be T!:..: b:::.sic pri nci:;:>lo o:L 

could :::.lso contribute to h·-._rconizing ciifi'or-::nt points of vie\': .:;.red f~cilit:.ting 

-negotistiom; ; 

1;Th.::t in order t -o c~isc),~:.rge t~1cir duties to ':.h..:: b .::•st of th eir -;bility th~ 

exparts should o.ct i n Cl p .. rson~l C~)'.City ~nd as entirely inl2~8~~ent of the 

i ns ti tu ti ons 2. ~I)Oi:"l tL1~ tno ,r; ·' • 

y t::CLt-.
5 

19_54, O). cit. 1 v:rt II 1 p. J 36 . P~~rt II of this public .. '.tio!: i s the; ro~1o~·-L 
conto.ining t he co~cJ~3ions 2nJ rccor~end~tions of tD.8 group of ex~~ ~ts rcf~~.~d in 
p.::.g2 7 :md w::ich r.;:s co .~~:~os.:.:d. of 2du7.rdo ~i'r.:.:i (Chile) , =:varisto .:..:--~:izl C<Jxico) , 
Cle:o.ntho de P:>.iT•. 1::itc Cs~"~zil) 1 C::·.rlos I-Lr::..s ?;..::str.::po (C c::..o::-.'c i ·:) , Ro:::L-·ir;o r-· .cio 
(Cost<::. ili.cn) 2.i1C:. .::':'~'-ECisco G::..y·ci ~ Olc.:co C.rt;cmtin2) . P.::.rt I coct. :'_ins ti:~ 
prr:::1imin~.cy l'C:)ort pJ.'G;):::T.:::c~ l:y t:1c sE:cr-ctc~ric.1.t of EeL: . • 
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'")T'IVe to be ::ccCG'Jt:.bl..:: a.t Quit:mdinlr .• 
~ -

'l'h.:: r0quef;t3 for >3;_)-.:cific lon.c;-tcr::i pl..:~-·-t::8s o: -~id for n:::.f..;iow.l dt::velopm.:;;nt ?ro__;rcu:1ncs 

c..nd for .:: clelcg.:-.ti.c:r.. of clcc~_sion.s to .:.lloca.t2 .:.ii de f··,_cto ~-t l.nE.t , though Eot C.c j'..::_rq, 

P ' - }_0.-n ir,t-<:rnJ.tional CO-::>IJ.:r.::.: io~-c in oc:Yclon:-!:cnt - tt.rough th·' Opor~,tion .?..n ".rr. :::: rlcrc /J0 1 

follov;Gd hy th:::: lc::1c;tll.y (2C :::.~nths) bur-?-::.ucr:::ti.c proce:s:;, of the :=:om~:ittc.<:: of '0Ient~'-On::: , 

then. Ct..1'1 ::ic;_:;_ tio.rc -.l -.~L~-~ -rumoirc~ c'ron Pr·:·sir.ic':lt !\ubi tscht.:~·: of Br::..zil to tho::. President 

..'i.meric::;.p_ lJ-::vslo:~m.:!!t :=:::-:...--L.( (J:JD) .~,_,,d :c -~:p-:.ci~'-1 Fu.:-_:1 for Dcvclopn..::nt , 2::-:.rJ'i?.rkins re sources 

for :_;oci :~1 cl .. e:v'-' l ov·,L ~t to '-:ic ~1...,_;--,dl:::d f:i.r: ~i1ci.;··.l1~~- throu::;h IDS - is 2Xcoll-e:!!tl~r cl:::.scribcd 
- l / 

i n t\'.ro public .. ~ .. t:Lc~~:;.:-/ .1"til0 t!:.::: !"~(~ .... t~ fol ... .:-'. {t::.llt :Ll-:--.. tei".:? .. l p.--.rtr:crs~:-ii;: in ds-·/t.:::!_or~~-:0Il"t 

\'.''\S .c.~cr,ptcd, no c~~~o-~t ,_--.:; !:;::c::_.:: t<J C::::~J. ''-'vl.;~ -' -'-1,- \ .. ; i-~, '-}1.- _,_~,bic--- o·' =- r--·ltil..,tc,r··l 
....___.__ .. __________ ·-- ~...:·~- -L. ....... ..L --:;-J __ -1 -:::, =:":.. ,_.}-" - =-- ~::_ ... ~ -':"_:_~_ -:___ ~ .. .... .:u . ~~ - . ~ 

i ndopen6e!lt _ re·v .. lu:-:c.~o:! _:;~~ n.: ticrv:-cl dE;v :·loprr· ~r- t 2 ~~ fo:ct.s . Th.;; l·~t tcr cor!Cept - re j ::ctcd 

:·~s i:nposs i bL in lS'.'):- - 'x:cc-... ::; :;;;os .. :il·;J,; '..T.d '':~~~ ='.cccy1.-:-c1 by f.r::sid·<:nt ;-~en::-1-:dy -.._t 

l'"~to 1950 1 s t~1rou~·:1 t}~c t·::c~ ni.::~u:-: of con::.io!'·ti:~ .}.l1d lc.t.:'r on t:---rQ1J~-;h co!J.:::ul t:.ti vrJ :;rcLl~)3 p 

In 1949-5\..1, IT::il) ;,_,~c1e:::-too:, .-_ .Sl..~cc-:s:.~ft:J %~eli: -:.:.on L""din[; t c jo:>;t ::ction b~r :;:_;,eli...,_ .:-.nc1 

PqJd.st'l.n in t}1e I:o·:'•·_- . i vu.., ~_;.-_sL: . 

to tr.c •·10r 16 

In thi.s 

I sense: it r;.:ts not ·-...ms'.lcc ... cs:::\._1 s ince; it contribut.2d to J..::cisiorts to i::,crG:!SC: }_-- ::1iin:; to 

IB'iJ only pro vi~- :" :1. the 

l ogistics but ~~s not ~~}onsibl2 for its findins~ . 

':!:h2 ir>.i ti:::.l 

:. h.::lf y.J-::rs of the s.c:e;ond ::_:Jl.:l.p 
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make avo.i1able . Authoriz;:-.tions of aid subscribed by e1evc::n p::ll'tici:;::Ja...rJ.ts between 

1961 .. 62 and 1965- 56 nnountcd to ;:4.698 . 7 million . The second consortiuu orga...11izc:c. 

oy JBRD '.T;:;>,s for Pdcist.::.Il. in 1960 . The consortiur,l c.id pledges in 1961/62 - 1965/66 

amounted to $2.050 r,lillion . Oth(Jr consortic. were established by o::::c:u for Greece in 

1960 and Turkey in 1965. Consultative groups v,rere established by Ii3RD for Colo!:nbi_c. 

(1963), the Republic of Korea (1966) : ~'talaysia. (1966) , Sude..n (1964), Thai1:md (1965) , 

Tunisia (1962), ·3.S \'/Oil as for ;-·Iorocco , Nig.:::rio. Cilld Feru . 

for Ecuador in 1965. 

I DB established a cnsorti1F11 

14, The ::tdvantage of consortie- .:::.nd consultc.t::.ve groups is not only that of mobilizing 
'-----~- -- -- - -· ' rescu:..'ces frorTlaif:L-cr:Ont counL~ics or ag.oncies , but c.lso th.-;.t of assessing the 

country~ s dcvelopr::.e:nt c?fort ond strc.tcgy c.s a rthole. and.Eot_l:i.-Eri.:...0-ng- its attention 
-·-- .. -· ---- ...;t 

to single project on2.lysis. The ?.gC:!lcies org::..nizing consortia have so fE~r been ......._ ________ --,. 

intcrnD.tiono.l 3.gencics (IBRD , OEC0, 2.l!.d IDE) 1 thus introducint; to some extent the 

p::-inciplE: of rr,ultilc-~tcr2..l docisior.., E.::.ch consorti~m attempts to co-ordinate all 

GO'J:!.·co of e-xtcrn2..l borro\'ling by :~nr.:. l:;nding to each ccn~ntry. -~n spi,t<; of_ thi~ 

:tdva.ntagc of mu.l tiYle>.tioD.:~l fin~Qin:S spans orcd by n n:ul til a tcral e,s,::ncy, th2 consortiu:J. 

tce;lli:i,quc- is only one insufficitm.t srcp tor;::,rds 2 co-ordin2..tcd intornation".l iJ.id policy. 

Th~ 2v~lu~tion of o. 

CO'.l.::1'::L·j'
1 s devclopmcn).t proGrC:'.i·,; ,Jo l)l"Ovictcs v.::;luc.bl8 information which rr:~y inrluce 

c~e~itors to l end but need not l ead to the re:co~m0nded volume .t:' • ' 
O.L cue:.. . Ev2n if eE:.ch 

of the consortium reports wore b~sed on the same criteri2.. for alloc~tion of ~id 

which will gr.:1.duc..lly or.!crg•:: - it i s entire: ly inph:.z:-:.rd and ::J.ccident.::.l ·.vh.sth-2r cc..c~1. 

count.:"y will in fc.ct :.'ccei v c the sui 't?.ble aLOU!lt c.ml compo;:;i tion of cid . This rrould 

or..ly ·be. possible if one , some: , or nll coun ~ri-:-s ,· or intcrn.:.tione.l e.g<;ncies , ;;r2ro2 

up t~e total lending 2-:):;:>ropri.?.te for '-':c.ch countr:,- . ~'!i thcmt. such ar-< ir:.t.::rn2..tion.::..l 

agr<:~er:K::nt to constitute o. ;;lo2..n fund of last re.sort 71 , the- c onsortiu:--. t<::cl-'..nique co.n.."l.ot 

o.ch:i.2ve the result th:'.t the Wilcunt 2.nd composition of .:-_i_d .:cvail2..blG to arc under-

dev,:--1opcd country should not deue:nd on tho h""..phazard willingn,:ss of v.::.rious countries 

to provide tht: neces.s ~'J.'Y quota of both conventionC\.l a.nd unconvcntior:cl loa..YJ.s . Th:i.s 

might lec..d to the undesirc.blc r esult th"t country ,·, might r<:ceiv;:; all J_., • • 

L-!12-.L. lS 

recom~2ndcd , while country B received l ess . 3om8 countries Might oe .,,,i_lling 'CO 
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to othe r sources of fin2ncing. Consortia cst:tbli sh8d for diff12re:nt countries may 

r epresent i n intarnc.tion.'.l fin::.,1c i ng the equiv.'2lcnt of the s i ngle project approc_ch 

-instee.d of the progrc_m;::c np:pro:tch . In th~ s2-m0 sense in wldch single projects do 

not add up to a progT:Ti1UG , individu::-.1 consor-t-ium decisions ne.ad not result in 2.11 

a ppropri. s.te level of c;:t~rn.:.l cid for the v~·.rious c ountries . 

15 . One form or :!..'1oe1cr o~ unde:rwriting n :;lo :m fund of _ l:-:ts~ _ __:_c_~~rt~ 1 .-~::t logicnlly 
~- :~ .. ~ .... 

·<2~_mp~e_:nent the consort:iu.EJ technique. 

-2:ntcrn~1.tione.l evo.lu:.tion of n2.tiona l 
~· ..;...-. .... ·-

'Ib.:.:.t 1.:ould 1 ho•;.;cver·, require an independent 

developr;:Jont efforts to he cor-:plem<:mted by c..n 

E:ffective und0rt.---.ld.11.::S on tho pc,rt of th2 po:rties -ccr::ccrn8d to _ncc.::pt recoiT~en·~, -.;tio:r.s on 

tho a lloce.ti on of cicl r,12.de by one co-ordin.'.ting cormr.ittec (or mord sot up for th:-'.1; 

purpos0 . 

~~ · th:r:~::::c:o·;~:d;r:;;:;~~~t-~E~::o~~:::: ~:0 d::::::::e t:~:l::c;:: :~:n:::8:c::::od.) 
lip service than 2ctu~l C..)}licatian , j_t r epresents a de9isive step forward in the 

doct rine of in tornctionnl oid. 

7 
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III. THE ALLIAl\iCE FOR PROGRESS: THE ROLE OF T.EE COi,:SHT'lliE OF NINE AN,D ClAP 

17. What appoarGd to be impossible in 1954 at the Quitandinha ConferC:nce bec&~e 

possible in .August 1961_ at Pun·i.:,a de1 Este 1,J'h.:m the Alliance tor Pro§;rE:ss was creat ed . 

The I:cnnedy aQninistration in fact accGpted the Tiain Latin ~merica~ proposals for a 
·- .. - -~ • p ~· - • ..-

mul tila.teral prog1· .:illl_ITle, including l ong-term pledges of aid which would suppl ement - - ·'-\. ·- - . ·- -- ... ... ___ ---~-

addition al national efforts; the need for planning national developr::1cnt in order to 
r~- -. - ... ~~ 

make optj_mal use of inte.rnational econo::n:Lc co-operation; and, last but no t least the 

esta'Qlislo .. i:lent of an independent international body of experts to evaluate national 

devel~pment efforts. The evalu~tions of t his body, which was officially entitled the 

Committee or Pan<3l of Nine (and -...ras popularly known as the ncorrsni tte3 of Nine \-lise 
.. ~ ~ -

Hen H) HC:r8 to guid<:~ the alloc8.tion of exterm•l resources to m0mber countries . The 

princjple of r:ruJ .. tilatera.l decision vms accepted, and the United States Secretary of 

the Treastu7 Douglas Dillon stated : 11 If a group of highly capable: and i mparti al 

expert 3 \{8rE:: ostc.blishdd , my GoverP .. nont would. expect their recorr::c-:J.endations to be 

voJ:y L:.portant when deciding hoH to spend our r E.sourcc;s for the devalopment of Latin 

Amoric:l. \·Je would expect other friendly goverfll"'!Gnts, potential suppliers of capital, 

'..Jou..ld also acc8pt these r eco,:_r.:e·n.dations frorr: thG ex'Perts as a major factor in their 

decisiorcs about help for Latin A1"'18rica". HO\,rever, the functions actually assigned 

to the Ccrmn.i tteo of Nine had a rae>re limited fjcope . The Chartc:r of PmrLa del Este 

statGs in fact: "Each Govermnsnt, if it so 1-~ishes , Jrtu.y prosent its programme for 

ecor>m:Uc development for considuration by an ad hoc cor:mu tteo cor:IposGd of no more than 

three t'emb~rs drm;n from the :!_:•an,::l of experts r eferred to in the prc.ceding paragraph 

· t ogether \·Ji th an eque,l number of experts not on the panel ." The pu.nul appears , 

t herefc:re, a.s notl1ing but a list of na::n.es fror.1 -wr..ich ad hoc comiTd tte<::s for evaluation 

of n~tional p~ograr.illles should bo formod . The subrrdssion of a devclop~ent progr~me 

to those conEni ttees is not compuJ .. sory and their r eports can b.:; r e l ce..sed only if the 

L1terested country consent's. ~ - The-Cha::-ter does , hoHever , acknm.rledge the fact that 

nthe r2co:::r~end.a".;ions of the: _?:d hoc comnittee will be of great i mportance in determining 

tho dis tribLJ.tion of flL~ds under the Allicmce fo;. Progr~ss \.rhi..ch ·ccmbribute to the 

external financing of such progra':l!r:es ." 

18' It. is note\..rorthy that th0 members of tho Cor.'L"'li ttee of Nina vrerc independent 

of Go~rern..rn.ents and th0reforc both of debtor and cradi tor cou..r1tries . No single GOlLl"ltry 

could influence this body or j_ ts cowposi tion . The CoJ.n .. 'TJ.. ttee consisted of seven 

Latin Aner~c e..ns, o:1e u:ri t~d St& t c s and ono Eurcpean expert who vmre not rvs oonsi blo 

to an:y of the Ccv"" rnrr~ .::r:ts, They wer;:; clc::ct. .:.d by tho Council of Hin1st:::rs o: the 

• 
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Inter-An1erican System on the proposal of three Latin ft~eri can institutions, the 

Organization of .American Stat8s (OAS), Economic Commission for Latin A-merica (ECLA) 

and The Inter-A-merican Dovelopment Bank (IDB) to which the Inter~American CoTihmttee 

for th3 Alliance ~or Progre s s (GIAP) was subsequently added. 

19. Despt te its lirni ted functions and scope, the establishment of a multi-national 

independent Coromi ttee of Exp0rts vrhose judgment would guide the allocation of aid 

_represented a . ~eat ~ innov_~\~.?~ ~n international relations. Their recom11endations 

were not only directed to supplieTs of external resources but also focused. on what 

had to be done to step up national developr~3nt efforts. Since n ational efforts were 

necessaTily to provide the majority (80 per cent) of total investible resources, vrhile 

extGrnal nic~ would prov~de 20 per cent of those r esources, the nevJ institution - had 

the innovation worked successf-...~lly - viOl.Ud in fact have brought about a r eversal of 

the burden of responsibility from the contributor to the receiver of capital aid. 

20. The role and f1..u1ctions of the Com:.ni tt00 of Nine -vrere considerably strengthe ne d 

vrhen the ·Committee wor.ked out a set of r egul ations for its O\·m vrork, Hhich it applied 

and submitte d in its report -to the first annual meeting of the Inter-American 

Economic and Social Council (IA-ECOSOC) ~t the minis terial leve l i n Octobs r 1962 in 

.Mexico )J The de cisions . of the Committee Here officially recognized in resolution 

·A-6/M 62, adopted at that meeting on 27 October 1962. The r egulations provide d that 

each ~d hoc . comrni ttee eve.luating a country 1 s development progrc.Jflne sho1..1~d cons ider 

itself a sub-corara:i.ttoe of th0 Cor.ill tte e of Nin8· es a vihole. That alone \oJOuld make it 

possible to apply eommon evaluation criteria . The Cmn_mi ttee stated that, in every 

case, it would consider extern2.l aid as supplementary fir...ancinl!. for a development 

programrQe ~s a whole. 

21. The functions of the Committee shou~cl.; strictl.Y speakinP'
0

, have been those of J ! :' · 
- J •J • ·-It ......__ 

evaluating nation?:l efforts a:t?-~ _r~commending the, C?1101~nt~ . of external __ a}.d appropriate) ; 

to suppler.1ent them . However, the multinational co--· operati ve character of the Alliance 

for Progress naturaily" .i i1yo_l_ved :;a~ny o·~h_cr G8tivi ti?s. In the absence of any other 

multin_ational body that could represent . the Alliance, the Cornrri ttec of Nine began to 

under.tako these activities 11disGreetly and firlilly. 11?) On tha other hand, th2 CoiiL."'l.i.. ttee 

of Nine felt that , in accorde.nce with its r ole as an independent international 

J) SeG OAS docuE.'3nt Ser, 4) Pan Ar:Lori ..., an Union, ~Jctshington, D .. c .. j 1963. 

?:./ R. Sa. ·~z, op. cit. 
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evaluatine; authority, it ought to con fino itself t o c.n assess::1ent of r equir0d rurro,.mts 

of intern£11 and external r~som~c.;-s ~rftli.out~liovTnr-;-trJ_n.Zf'"otic.t~ ul th various national 
~- ~- ~ " ... . 

an cl international agencies for th,: irnple;::.;.;;ntatior' of th<~t reco!!Lr.J.enda~ion . I t 

consiJ.e:recl that im.ph;!Q0ntation shculd be l .... ,ft to anoth;:::r mul tilata ral but pol itical 

ag,:;ncy . It thc: rc..fcre propos;:;d a revision of th,"J !'Machinery of tho Inter- .American 

syston . .h.t Mexico in OctobJr 1962 , O.A.$ d,yignatsd t•.-10 leading personalities of 

Latin P...r:h~rica - fcrr:c r P:rosiden·C. Eubi tsclw k and forrr!:;r Prt.:s icknt Llc;r:::s Car.1argo - to 

propos8 such ncH machinel-f - On tl:e basi s of their r.:oport the Corn!± tt0o of Nine 

pr.:::s.Jnt Gd for the conside ration 0f 11~-ECOSOC in Sfio Pa,J.lo in No-..r0wber 19[3 r.. proposal 

for tho .Jst:;.blis:bJ2ent of th~ Int0r--J...r::eri c::::n Co:.li'..:.i t tee for the Alli o...11ce for Progress 

( CIAP ) . 

· 22 . Th-:1 rd~Jsc,;is f or _t Le_ost:-;.blisb:-:':!nt of CIA'P •..:0r0 TiainJ y t~,.r'Jfold: -· - .... . --·-- (a) to expr.;ss 

• th::. L'iultile.t.:::r£!). chc..r?.ct c: r of th._ Allianc .. ·, and (b) t o sa:fegu~rd the independent 
~ 

cho.rac'Lcr of tho Co:,~":li ttoc of Nin.:. 1 s evaluo.tion i·oc8SSE:s by assigr>ing t~2 poJ i tica;L 

iinpl..J!ilOnt<tt.i.on of their r Gl.Jorts t.~ Cir.P . The ~t>v s.lue.tlon I'rocedur" of tht- Comci ttee 

of Nil_!-:. im--olvea· a S-dparati o:n bt: t·..r,;an progr2.r-::-.D.ng ':'.Dd fin~ncing : it concentrated " ~.. . 
on th::. cvalu;:ttlon of progrnih::ing . This ovalu3tio:1 1-ras n0t qu·.:.li tativ~ but quan~itc..tivq 

l oacl-:;_nt: to cvnclus i ons about: (a) t h,; adequacy or i n3.dsq_w.cy of n1.tional effort and 

(b) "vh< a:1ounc of e xtorn3.l 1· ~sou:cc.~.::s r ..:.qui1·cd ::..nd r.:;cor.u::cndt:d. 1,/.biJ 8 considerations 

a.::. t .J t !-·e cv::pos j tion ar.d fo rr! of oxto2r.n[,1 r .Jsourcc3 could b..:J c.o~ec; cli~tinguislling 

bsr.vr.:.:c-1 s . .)ft ancl h:u·d l oans , a11d th.3 propartio!'l cf l oans e:..vail8.~1l:: .. f a r loco l 

e:<_;J0!1di turc, no att_.!"lpt v.'J.s n:.clo t o c.pportion the glob<...l c-l'J.~ur-"'c. of C:Xl..crnal 

r .:sm:.rcos a:1onb the vurious "'JU.:-c )S (inta:rnati or,::L_ ae;cnci·-:s an:1 Go-.. ,_ r 11.li'.0nts ) • The 

nGzoti2.ti or1s Hi th thos (; 2gcnci c:s , as HGJ.l as th~ nt..gotiations 1-.ri ch GovcrP.i':lents 
. . - - .. -· - .. 

"'subr:dtting progra..--::.rnos .for eve.luation on hovr t.o i :.:ple:::Gnt the ru c::)i':.:'T,..:ndations , we-re 

to be the tflsk of CI.;t . CIAP th-..t3 }_o~icall:.r compl .:::ner:.t cd the actior: of ·the riinc ; ·f:J.r 

fror:: ·.-here being a cor.flj_ct, th0r c is coJ.,plmBr_t z.ri ty bot\-Tc0n prog_ ar.u.:ing and 

finnncing . An indepsnc':0nt intc rr:ational evo.luation is logice.lly fcllm.,r,)d by 

nGgotj.ations t0 i mplement th :; r.:: ::ml ting r0COIT!J7.t..ndations . 

23. The Co:.r:J.i ttaa of Nino propo3c d at Sao Paulo in 1963 that CIJ\J) should 11executc , 

co-ordinate ancl n .. pres-..:nt rr:ul tilate r ally the progre.mn10 of the Alliance for Progress. 11 

Anung th8 exc:cutiv.:: functic..n< of CIJ':P pro~)0SJd by the Ninu th-~ .. :-st. C:.eb:;.t.:.. d c.t the 

u;--::ording to th:: r oc J'<: .. L.L-::ncb.tions of the nd hoc c o~:ll'.i tt,:cs respor!s:!.hl<.: f or the 

8Valuation of tht:: progr~ o.Ii~c s . 11 Th-:; proyJoS~· l .• be> c r;use: of its far- r.::;aching political 
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:izpli c2.ticn-:;, hc-.d to be consid2rably rnod.ifi8d. In practic<e , CIAP 1 . ..ro.s granted the p01..ror 

to r~.2.ke reco~!1.'n.Gndations, c:mi the United Ste.tc::s through its r e:p:ros ,..::nt2.ti ve, Ave r ell 

U.i1dGrtook nto give. gr0at w:::ie;ht il to tho so r e c oml1h; n:1ati :ms . 

?!". CH.P proceecbd to organize annual countrj stuci.iE::s \Jhi ch 1...rcre to evaluate the 
' 

dovdo~ment prograrr,_rner. of all Latin Amerj c.:m countries and notably the; progress 

acc:cr:-_pli shod in i ;;1plemc:nti ng them . In those c ases in which thc:rG s xistGd evaluD.tion 

r •JI;orts by -~-Q_?..£ cor:.rrJ. ttc8s of thG i~ine , t he CIAP cou..11try studies tuok ther;l into 

D.ccoun"G . The re:por~s of t!l.a Corr.rri tte;c ·of Nino evaluated e. l ong-torn (5 or 10 y <;ars) 

plXl of or-..i_entati on 0.s \Jell as tho ope r ative pLm indicating hovr tho oriEmtat.ion plan 

\TO.S to ~ j i 1:1plsncnted during th2 na:xt y .. :;ar . The CIAP country stu.di8s w.J r e progress 
.\ .:.. ~ 

repo:cts 1.-6.th r.tdditional e111.phasis o_r1 th~ ... operatiyo plan , invol ving three tasks : (a) to 

co::1par·3 o.ilcl contrns t th...; c'~~ntc projections and the e:lf_Q_os t reali ~:ction, and t o 

ost1:.blish r ecsons for any discr0p:mci.::s; (b) t o c l ab0rate tho naxt sto.gJ of tho 

oriE:ntc:. tion pJ.D.n r,ftor on0 or HJoro y uo.rs ha1.r,:;: p ass·:;d since, the.. l ast l ong-ru.n ovaluo.tion. 

(:Lf discl·spo.!lcics \·Ter8 gr-::;at b,;t\.raen ex a:1t·;::: and ex post projections aYid werd not dm; 

to c.:.ccld8nto.l rJ r 8Xccptional circu:ustD.r;cc;s a re--slaboration of a ckmgod orientative 

plan r ight have t o b.:: u..YJ.dc-rtD.ke;n) ; and. (c) to e lo.bo:cate tho opE-rative; ple.n f or t he 

su~Jsaquent year . 

2 r.: 
) ' In c:cldition, CL\.? \JD.S also to undsrtnkc:. tho evaluation of such d.:;v.)lopr-Knt 

progr armnGs o.s ',;ore not sub:;-i ttcd to tho· Comrr>i ttec of Nine; f or ovaluaticn . In tb:: 

_.Jngc· r ru11 it '-'TO S of course hoped t hat nll countries would. su':n:1it thuir plans t o the 

lli11o . Practi cEJ.l cxpc.:ri e;nc...; of; ovalue.tion by t h;:: Cor:;itt :Jo of 1-JiE-.J end t o so::to extent 

also tho.t of tho cow-ltr'"'J stucli..:;s of C!)J) m·o c onsido:-ed in s<..;cti on V of this s tudy . 

2tJ, It must be: r··arK·nbvrqd that CIAP, like tho Harsho.ll Plan Com:nittc:;e of OEEC, is o. 

rmltilat···3 r a:::.. but: not an ~n.dcpcmdcnt body; its nenb,.o rs o.:-c:: o.:;:rpointed by GovermC~.:; nts end 

2.!'e not i ndup.:.mdont exports . As their r oc om:Q•3nde.tions \..'Grv to be basad on an 

i nd-cpE;nd..;mt, rr.ul~iJ .n.t 8r o.l evc.l ue.ti on by t he Corunittee of NinG , the .functional apolitical 

::hara~tcr of t hcs8 r ecor:1':1ondo.tions uouJ.d ba manifest. The; r z:::;:r,::;.ining part of their 

"-'0 c ·:x~,nenrlaticns r vfer t o noasu:r·es m::cossary to i npl cr:vnt and t o n"ogotiato ths 

~ pplic::tl:.:i_on of such princ:iple;s . EvC: n if such r;e cof.mi.3nde.b.ons wen; n0t b ased on the 

findi n:;s of an ind~pon::l-.;;nt b:ldy ht.:t only on studies of a staff corJ).];1i tkE:;. of eccnorists , 

this uould still be vc::y ~.mch b<::tt~r than a stric_~ly b~lc.tero.~ _lo8.r.t negotiation . To 

tho erlsnt , :r.J.O:r<Jovcr , t o '.-.'hich CIAP bo.ses its findings en functione~ cconor:lic 

H-~\I.:.ll\.:.L', o. lnck of 30p'J.r~tiGll b·:t" .. rt..~.;;n 
'· . ·- -- ·--· ·-

~ . . 
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27. Tha principle of multilaterel independent evaluation incorporc.t eCI. in the. 

Alliance f or Progres s - eve n .in i ts wc::nkened forrr1 - did not rac ai ve the enthusiastic 

support of GovernBentsJ despite the lip s0rvice paid t o it. "The All iance - contrary 

t o its b~sic philosophy - was more and more considered as a way of obte.ining aid not 

as an in..herent part of an integrated develoor:l<:mt task not as a catalyzer but sometines 

as a substitute for national e ff ort . To obtain more aid seem~d e~sier ~~d more . ,.., •. 

from.liar in bilateral t alks ..• To subnit aid decisions to a functioncl i ndependent 
\)- .. ..- .... 

judg.n.:::nt, which i s the backbon0 of t he Alli.:mce for Progres s and of any en~ightened 
... 'l_ I • "!' •, • • 1 

ln~ernatlonal aln pollcy, r 8celvea l oss and les s lip service until i t was practically 

dropp-.3d. a~ the Bu__,nos A.ir<3s CIES Conference in r1arch 1966. To subr.u t aid ded sions 
·~ -. -'l ~ 

to. e.n indepe:ncient judgment implie: s , cf cour sa , c. sacrifice and lirni ta-cion of nati oncl. 

sovereignty as do all measures of progr..::ss in int2rnatione:. l re:lations ."Y At that 

ccnf8rcnce it wa s proposed t hat th;; e:x--psrts of th8 Cor:ll!i ttec of Kins ?houlq become 

an advi sory staff of CIAP . Such e. deci sion sea::1Gd to be 2 seri ;os misto}:a ; 11 t o s ix 

the techhical, i DpErti al judgrr.cnt of tho pl.?.nS and othsr r espon5'i'0ili tios of th'J 

Nino ~Hsc Hen wi th the ds ci s i on of those ,.;ho Iilust carry out a poli. tical i npl e2entation, 

is t u j :.;in t1-1::> elenonts that shcmld hav -J been kept apart . 11?) So gr eat a chcmgc in tho 

t·Jhole: concept of the A.llir,nc .:: f or Prograss seer:1ed to be i:wolved that all the mombars 

of t.ho CoDJ-:d.ttee of Nine r ()s igncd in .~pril 1966 . 

28 . !'h(:! indc·pend::nt multinational ev.J.luation agency set up at Pw1ta del Este in 1961 

thus Ca!cle t o an end i n May 1966 . The progress vrhich bad besn a chieved - fr om the 

de facto de legati or. of ds ci sions und.Jr the I':ar shall Pla11 t o a ::ml tila:.-:n·al, but 

political r.:.iniste:rial cwrd.tte8 of the OZED, t o a fully independent nultinatiC'nnl 

Cor:L.'ni. ttee un.J. ,_·;r the Alliance f or Progr ess - 1-:as not maintained . Tin3 alc,ne will show 

'.-rhether t h-2 e :>..-perine nt w:1s pr,Jr::atur~, or superfluous . It should be r ener::bered, 

however, that the less pe rfect organi u:.tion of tha MarshE.ll Plan - '.·lith adm.i ttodly 

, 
P .1.11. Rosenstein-Rodan, ;1La Harch.::t de la .c\.lianza p ara e l Progreso :' in '!ision, 
Ne~-r York , 1966 . 
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a l ess difficult t ask - ~;as a conspicuous and undisputed success . Bette r handled 

L~porfect tools may achiev0 nore than imperfectly handled bettor tool s . If we 

are not perfec t i onists , considering the better to be the enemy of tl1e good, t hen 

we should recognizG that the statutos of ClAP, with functions s i milar t o those of 

the OEEC, could give i t arr.tple poHer to influence deci sions . The Declaration of 

the Presidents of A.'nerica in April 1967 again pledged vigorous support to the 

-Alliance for ProgTess, emphasizing i ts r,ultil ateral character. The so-called 

Fulbright auen&uent, introduced i n 1966 to the Foreign Assistance Act, does not 
c ' 

attribute a full or posi tl-ve m~,ndate of d<::cis i on- :r:.sJrcing, but it d~es establish the 

need f or approv9.1. by Cli;? for othsniise bilaterally negotiated l o&"'l agree:uents : 
11 Loans nay be made under 2..uthori ty of this title or..ly for soci&l c.nd. economic 

development projects and progra:nncs uhich c:.re c cmsis t cnt with tho findings of and. 

r ecoP.L':lend.ations of the Intt:r-Linericnr~ Cor.1Pi ttc-:; of the Alliance fo:c Progress i n 

its annual revie1.-r c f nation:J.l dcvolcpnont activities . 11 Notui thste.nding cortain 

vrc::ak.nesse;:;, CI.A..P could plo.y e. vs1·y ir::por tant rolE: in :mul ti2.3.tcral d3cisions on 

Latin kmerican devclopr::cnt . 
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IV. TH1::3 f..'IEAlJING OF I.nJLTILAT:2RP...i.,IZA.TIClJ . CRIT~RIA FOR EV ALUA.TI C!if OF 
NATIGN.hL DEV .c,LOH•l.21T'l' l: !~.OGR.A.l\i1·1lliS 

29. In tern a tional action for economic d.eve l opmen t shoul d. be a :f::trtn e r ship 

according to the modern developC'lent creed. The co:ndit.i.ons are not unilaterclly 

j mposed, but 2.re mutua lly agreed u pon . The mea..'1.ir1t,' of mul tilatcralization docs 

not refer primarily to: (a) targets; (b) projeck ( ~~ncluding even mul tinatio;::..al 

projects); or (c) the fo~·ms of administrati on (n2.tio~lal or ITI1lltinatione.l), bl.:-:, 

fundamentally to the spirit in vrhich policy i s opera-:c:d and t0 the crite ria. of 

evaluation of deve lopmen t proe-,ramm.:os by an independ.en t mul tina tirmal body ui ·t:l.t an 

opera ticnal conclusion -- 1·rhich s hould co~~,;:r;c..nd eno"U.gh moral p:r:·esti~e to be G. ccopte.d. 

and applies -- as t o hoH to alloce.te external aid resources . 

30. 

(a) 

(c) 

Wnile targets have been COilliLOnly procl:;.irr::ed as cons i sting of three main gro'.:ps: 

rate of groHth; (b) impro~ed income distribution and social progress ; 

a chievement of the above t-v:o targets 'Hi t!1in tbe frame1-10rk of a.YJ. open society 

vlith evolutionary cler.wcratic t:Jsthod.s , the relc.tive importance or ·\·Ieie,ht. attached 

to each of thsso a i ms, which i n the short r;u1 are lar~ely in conflict with each 

other, is strictly a na t::.o:n.a1 , not an in terr...a tional, responsibility. P...ny progra'Js 

in achieving those ta2.',S8ti:.l (for inr~tc.nce, an i ncrease in investment represented oy 
an additional investmGnt JYJ:oject) is :::. m&,tter of national responsjbili t ;y but of 

multinational conce1n. The evaluatJo~ of tte national effort to achieve those 

targets should. be a multilateral funct.i.on de l e£,ated to a·multinational and 

preferably ind.ependen t body. The sarre pr:i.~1ciple also a:;;pl ies to the adrr;inis tr::: tion 

of aid funds . 

31. Thj s administration should proceed by applying mul tila tero.lly agreeJ. a por. 

principles. It is not n ecessa:r"y, even if it viere desjrable in the lor..g· r'\_;_1J. 5 tha t 

the a dmin i s tr~t J~io!l of all aid funds should be c oncen tre. ted under one interne. tional 

flag, provided that various nationc>.l and international aid c.cl.Jr.inis t rat i.ons o re::c·ate 

a rcording to the same multilaterally a greed principles . ~his mi~ht be called 

"bilateral aid i n a multinational framE.:I·rork: :. 

32. Aid should be allocated to different cou.tJ.tri·dS according to the same principle . 

Its pri mary aim shoulcl be to rr:a:x:ir::ize a ddi t i cn.:-.1 ;;,a t i ona l effort . If the addi tiom:J. 

nationr.l or interncttional -- presup:;:.oses t he existence of operational criteria wh ic:::t 
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could be applied in 1,r actic_e to deter:nine the amount of a i d. Do such c r iteri a 

ex i st and. Hhat are they?,_ This is not t!J.e pl ace to expound on and exc:mine such 

crite ri a fulJ:n _,that Houl d r eqvire a. separate study . Suffice it tc say . , .l-

'tna " , 

al though appro.:x:iuoa te and subject to high margins of error and. c onsequent zones of 

imprec :i, sio,n, s uch cr i _teria. do exist and can be a.ppl ied. to yield at l east a r a..'1k ing 

if n ot exact msasuremen t of national efforts . r~o1·eov-2r , rough . as they are , s u cb 

criteria.do.not become any better if they are appl ied , or are sai d to be a.ppl ied, 

by na tiona1 instead of in terna -'cional agencies. 'l' he suspicion thc-~ t they ~Till not 

be fup.ctionally appl i ed. in bilateral relations is i ndeed all the greater because 

t he Griteria. are rough and not e~sily grasped by non- professional :public opinion . 

The very fact t hat only rough c.:.:pproxima tions_, re. ther than e:,~act measurements of 

n atioDal effort are possible , far fro:n being an argur.Jent at,2..inst del<Jgating such 

j udgements l i s an argu::.8n t for an incle penic:n t and_ r.ml 'lila te1·a l evaluation. 

33. A r- out;h sketch of the li)ain probleus of evalua.tion m::q be preGeded by three 

methodologj_cal ret:Jarks . Firstly , economic theory can detc,rrr,ine the necessaTy but 

no t sufficient conc:U tions of (;rO~ith . 'I'he so-called 11 non-economic 11 factors account 

f or tte gap betweon the necess&ry and sufficient condjtions. Any evaluation of 

development. effort can only state th2"t the neness~ry COiJ.ditions for gro~·Jth exist ; 

i t cannot. predict -.d U!. certainty tl:a t t<,rollth Hill actue.lly "cake place . Sc; concUy, 

most diffe r ences of opinion arrwn 0 e-.;onoJ:ists originatt: from tKo sources : 

(~) different i nterpretation of data - - slnce data aro mostly deficient; and 

(b ) different i n t~rpre tu. tion of '?r assUin}.-tions about objectives (ends) - -since 

the vr'$1fare function is seJ.doir: e:{plici tly given or even c ons is tfm tly f e l t . I f both 

da ta and ends were given , there would be a l arBe c onsensus as to how t o apply 

e c onom i c techniques and fe'd differences of opinion aoong econor.::;,sts 1wuld rer.Je,in . 

'l1hirdly , pl annin£; ob j ectives are determined by the society 1 s sca.l c of values (value 

jude!.nents) i nco:::opo::-ated i n a . " soci a l Helfare fwcction 11 , ~hese ob j ectives r·elate 

n ot onl y t o a . r ate of growth but also to income distribution and othe r social goals . 

The econor::ist i s no more competent to mc;,ke th2se value judt;,em,::mts than any othe r 

c~ tizen . . The fu.."1ction of the economist, ho--:·Ieve:c, . is to reveal and sho':i explicitly 

ob j ectives .. lL"... i n terna tic-nal evc:.luc;, tion ~11:-,s tc te.ke the . value judgements incor­

porated in t:2e obje c -'cives of the national d8_velopmen't prot;l'amme as a · daturr. . 
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34. The ~valuation should, first of all, not fail to see the wood for the trees; 

it must as~ess the country 1 s development effort and its-strategy as a whole and not 

limit its attention to single project analysis. A collection of projects presented 

for r"inancing does not add up to ·a programme, although any realistic programme 

should be specified ·in detail in projects. The various projects comprising a 

development programme are interrelated and reinforce each other. This balance 

depends on whether complementary activities have been planned on the require~ sc&le. 

It . is therefore pr·actically irnpossi ble to judge the soundness of any particular 

project 1vi thou t kno"J;·Tledge of the whole programme of which it is a part. The 

analysis and end~use supc;rvision of projects can be undertaken as a sampling device 

to measure the executj_on of the programme and as a means of providing technical 

assistance in the preparation and selection of projects. These projects should. 

course satisfy the criteria of (a) additionality (i.e. they should repres_ent 

addi tionai i -nvestment ) and (b) optimality. 

of ttl; 
35. Nor does investment consist only of what is normally described as projects, or 

even less as "bankable " ,pro jects. The necessary reorganization of the economy 

requires an effort in fiscal rBform, administrative reform and agrarian reform, . the 

progress in each of -v.rhich is part of a national effort and should be .judged as a 

fulfilment of a project. The same is also true of a typically "non-bankable 11 ' 

project taking the form of the expenditure necessary for the reorganization of the 

economy in the sense of providing for a diversification of exports. This is mpre 

easily said than done. The effort to switch out of coffee, cocoa; bananas , sugar, 

etc. into other exports must ne cessarily take several years. During the first, 

second, and third year of such an effort, no visible improvement in exports or 

yields appears on the surface. The reorganizing of exports is a project. whiCh has 

a gestation period of, say, five . years ·when no increase in yield (~here is even 

s0metimes a fall in yield) will materialize during the first four years. Yet, 

unless this effort is undertaken when needed, the requisite diversification will 

not take place five years le.ter. The investment necessary_ for projects of such 

long gestation requires external assista.11ce. That, h9wever, can only . be provided 

within the context of a programme avproac1 rather than ~ithin that of a single 

project apfroach. 

36.. There are, finally, two other reasons for a high proportion of programme-

lending r~ther than project-lending. One is the fact that a m~ltiplicity of small 
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pi·ojects does not lend itself to separate external loan negotiations, vrhich ca..'1 

best b e dealt with by national develofment banks tbat are given a separate block 

of lban·s for r elendj_ng locally in E'~nall projects . !·1ore i r:1portant is the situation 

vrhere·, for a certain period ':Tb.ich mc..y extsnd o---er one or two five ;year pl ans or 
. .. 

even longer, tb.-c; foreig.:~ exchane-;e gap is gre2.ter than the resources gap . A 

. de::':'iciency of foreitS,n exchan.;e l eads to tbe frustration of so:i!e potential nationa,l 

sayj YJ.:;s . If rrore foreign 8XC~l2.lli;B \·:-ere available' more na ti.on'cl.l savings could be 

rec.li?; ~r_:_ .. In t,~e t-(.a,"ls j_ tion p9riod$ hm·;eve:r. , befor8 the t-;ro gaps become eq_ual 

through c..- proper reorga.ni.za tion of th-3 economy (b;y· increc.sing exports or in ten'Si ­
or · .r 1 . 

fyi•l.£ import substitutjor.), tl:le e.rn o1.mt of
1

e:dern2.l lenr'!in.; required rr:ay be greater 

than. the increc.:::.'e :Ln nr:. tional ~,nves tmsn t . Yet this is the only 'i:ay of obtainir.g a~ 

increase in no." .. ir-J:'l.'al investment afte:r.· the transition reriod . 

37: .Na'h.-·::el effnrt can bs I.!Gc;.su.red v"!".I;y j_n relation tn given cl>jcctives . Tne 

:rat8 cf gr··::n:th ••f ir.cor::e aLm,,:; is not the c:r:.ly ob.jective. Even so f ar 2.s the 

h:. r::iq particular five cr te:o-year pe:r.iccl ;wulrJ. not S'-lffice . At differe11t ste . .;es 

d d . " -. ' ' ·. . " , 1 t em · l·r.!eren·~ yDE'.."e;: 01 aeve o:pmcn ., more in'\ e3tmsl:t may be requir-2d to prod·u.c8 a 

U.'1i t of 3.ddi flon.al i!'1CS·me them at others. This is invarie.bl y the c :c.se 1-r'n.ere ' f or 

instanl.>3 , sociaY OV<Hhead car,ital has toLl-:; built UJ.l f:i.rst . Such invest:nen t in 

econo~\c lnfr~-strub~u~~ yields dirtctly only sm~ll increases in i ncome. It create s) 

.. 
iutisr:ique~l t i nvestments . 'rhe · direct i ncr.;:::.se in income it; le~:·s imi_)0T"oG..nt ~1cr-3 t r.an 

the :i.ncree.se :i.n inv8s tm.?n t oppnrtun:i. ties . Income ~ere a ted per dol Jar of aid may· , 

theref:~r'e, at first b ·:; loi·;; f~-r from being <.111 argu:nent for less aid , there a re 

-C'iic.urr.s tancss in 1..-hich thi.s EJi@,h t "liell be an argument f or n;ore . 

3
,, 
0 . The evaluation shnul d a ssess a ccuntry 1 s develnpmen t effort ~s a whole , its 

a'bsorpti Ye car;aci t;y aml its ce,paci ty to rep2.y. Accc·l'Clints tc the de-Jel,...,:pi.asnt 
. . 

poten tiaJ. er"d to the Gui'ficiency or insufficiency of na tior,al effort 7 more or less 

eztr::rnal r·esourcer: mi5h t be J.'eco~::merJded as a supplernen t to na tiona.l effor.t . _ 

3() 
/ . "A'bsorptive cs.padty '; consists of t1-1o C"'mpo:;:1.ents: (i) the capa?i ty to orza~ize 

in'.--ef~ -~~ent; i.e ., the capacit:v -to e.b:::o.rb capital (technical, or a1Jsorptive capacity 

l·., thn "::>1";(··, __ ., -·.=.:n -·<=>) • 
-J.. -J ~ . _ .. .......... . l',t.J... .:::---· ..:;)_, ' 

rate of savines is hi~hc:r. than the average ra·te . 
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40 . The . capacity to organize investment , i nvolving pre - investment studies, project 

~reparation ani exe cution has its limits in every cotmtry . It can be s tepped up in 

many U..YJ.der-developed countries as haG in fact occurred during the past decade 

by nationa l ly organized effort :reinforced by tech.nic<.!.l assistance i t here are, 

however , narrovi l imi ts to the pace and extent to which i t CEU1 be exps.nded . I f the 

r ate of i nv8stment has been increasing in the past by , say , 5 - 6 per cent per 

annum, . i t might be raised by 25 - 35 p·:n cent , to s ay , 7.5-8 pei· cent per anmJ_;n . 

]3ut it is not true to say that absorptive capacity der-;ends entirely on the amount 

of effor-t one is 1·:-illine; to put into rr,assive technical assistance . Outside skills 

and knovrledge rnB.y v1ell supple;nent b ut cannot entirely re_[Jlace docestic abilities 

t o organj~ze and to adminjs ter . Educe:. ti.on in the lont; run, and th8 tra...r:tsfo:cma ti,..,n 

of habits in .the short run , rr.ay ·,.;ide: , the scope, 

41 . The c apacity to !T!Cbilize sa-Ji:'!C,S G':'.n oe stepped up m.ore q~ic~:ly , -;-;hen saving.~ 

a re l oH , by ins~i tutional ancl fiscal r efor:r.s ! notably by raising the difference 

bet1vee!"' .. the average and rnare;inaJ. rate of savings; c:. t avere.ge ss.vir~e;s levels of 

10 per cent of gross domestic prcd.uct, tr,s_ !!!arginal rE:te could be t1·rice . or 1:1nre 

than t;vice that high]-_( J~dger..-:e!'it OD. a country's ability to mobilize c:.dditional 

t axes "\·:hen incomes are risin[; Day justify 2 projection far above the recently 

r ealized l•.)uer l:irl'i t of the co1..;.ntr,y 1 s 2.bili ty to save . A changing conposi tion of 

output (r.wTe i ndu .. stry 1;1i th high marginal rates of savings) Fill lee.d. in many case;:; 

t o fo:r·eseeably higher sa•rings r ates fo1· the countr;y as a ivhole . 

42 . While no exact measurement of absoTptive cap2.city is possible , there is not 

i n practice much difference of opinion 2.bout the "push 1' or " pot.::n tial" of different 

c ountri13s; agreeme;;n t can be obtained en a r anking orde::- of magnitudes for 2. sho1·t 

pGriod of the next fe'.·r years . 'I'he l or:.ger thE· time distance t"b..e less certain is the 

j udgement ; hence the need for periodic2.l re - evaluations . 

y · 
Of course , i f hit:Sher savings car..not be r eadily --:converted in. to incrE:ased 
i nvestrr.en t for wEm 't of an ad..equa te supply of foreign E:xchanc5e to finar .. ce the 
i mport conte.r"t of l~i,:;her i r~'ces-l:::-.ent, ~;.') uss :f'· : .. l r'..:r:c.')SS --:··ould c::: s~1·-red b~-

nati o:12.l savine;s c:....n!"lot rs:;_,l2.cs f'orei:;-::. excl-.c.n<:-e , i!'"" .. tr.e lor. 0 c:: !'u .. L s•..;.cb. 
r eplaceoent becorr .. es possible t~roue;h a :r· eorga...YJ.iza.tiOl~ of the econom;y . 



TD/7/Supp . l5 
pe.ge 21 

43. _9~A_ci tx_ to_repc:.,y_ . The flm·r of ext10nnal resources should. be Hi thin the l imits, 

on t~e ono hand , o f absorptive ca~~city and , on the other h2nd, o f the capacity to 

repay . ~T:'1ile the f irst l irr:i t t:l-,,J·J.ld pr-oponderai·ltly determine th3 amount o~ aid , t he 

s econd shoulci l a :cge.ly determine ths met~,od of financ i ng it . The capacity to r epay 

chould not be c:.ssessed by a static ~rojaction of the ~resent situation but should 

take i n to accotm t the increr,se in incocne and the increase in the r ate o f sc.vinc;s --

as w0ll as 8Xpansion in the exfio.rt- ge.inint; e.nd import- saving i nvestr.1ents vrhich 

>vi l l r.esul t from the adoption of a sour..dly conceived develor:Lent prograrYJiiiS . Nor is 

it sensible to assu~'Ile thc:.t the -t;hole "hard" foreign debt of each country should be 

::>,mor.tj zec. within t1ten t;:1 or thirty yea::.·s, The x·ational CJllGS tion is: ho•·• much 

f or.eir,u indebtedness ca·,1 a coLtntr:~ maintEJ.in jn the lent; run? .A_fter, say , tvrEmty 

years, the gross capital j_nfJ 01; rr:ay con tiLu.o~ ·:-;l,iJe · tho :net capital i nfloi.:- comes to 

a stop . 

44:,. A devolor-:r:ent prograJ:-rme rPu..st be e're:.lae.teC: not only c.s to its consistency but 

also as to i ts feasibiLt:.' . 'J.'he question to be e:xaDined. is not or.ly "•,;hat is to be 

dons n but also. ' 'hou it is to be do!1en . A d.evelopFl2:nt strcteg-.t can use va.rious 

mix12s and combinat_io~;s of the instruments of econo::~ic policy, i. e . , of monGtary, 

fisc~l, foreign exchange and.commercial policy . The task of an indefendent multi ­

l ateral evaluation. is not to f~e:cribe one mix rather than anott~r but to ensure 

t hat a purposeful co~binatic~ of fC:~cies she_:~ ~~d U) to an efficient-- i. e . , n ot 

· ~ ~~~:._~.?.-. 2':.~n:__:r~ul tlJ~ - -- s tra; tegy o:r development . Governments ar-e mostly mor·r 

knovrlodgeabl0. t han ind.e :pendent ex:;;erts. as to >oJhich combina-:;.ion of policies is likely 

to be acceptable . 
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· .. :: ·v._..I . .EXPER!E;;rCE:OF 8ULTIIL .• TIONi'lL_EV7iLUhTIO!rOriE11EWPr!ENT~ ;FROGR:J'1l1.:;s . 

45. .~e .m.J.in techniccl difficulty confropting _..the Committee of Nine in their 

e·rnluation re~orts wb.s _th~ fo.c~ tha~ very fe w of the development I?r6grc> . .mrnes were well 

worked out _e..nd ~,on t[lined sufficie.r:-t Wld reliable statisticJ.l Q.ocumentation .• The yery 
-

process of evaluntio~, ho~~wvs~, hel~Jed to identify tl;e mc.in defici~ncie~. of the 

development progrc:umncs 2nd YJets conducive to their better preparntion in time. In m2Jly 

co.ses the evnluati.on·· reports · h~d .to be necess2rily preliminary :md confined to a 

general asscssme·~t of the ' o.~propriateness of the · ~~er2l strategy of development~ In 

other · cases (for '. ihstPJ1ce ~ : ir~ those or Chile, Colombia and Venezuela), ·in ·spi t.e of 

mcmy lacunae lhe evc.ltl.c,tion report could . be more thorough. Direct discussions with 

high officials or Yd.nistcrs res.i._ion.sible for dev_elolJmcnt policy decisions often 

succeeded in making both the no.tion2-l policy a.11.d the ·eve.luation procedure of the · 

c.d hoc comJni ttee . more consistent. It could thus to some extent rnodify and influence· 

policy ?-ecisions and ccrt.:,inly C'..lso modify initic.l erroneous impressions about their 

content Rild rationnlc. 

46. Foreign lenclinc is an cxpre·ssion of n ,::. tional policy cmd .is motivated _by m~tny 
, I 

factbrs not e.ll of which o.re rel·T~e d to the_· promoti<?n of economic development. It 

miGht· be better, however, . if lend~ns . for p~J..rj}OSQS. other th2.n that of economic 

development .·were hc....nc~lcd. under G different name; nor . wouid it obviously be the 

subject of an independent intern2-tion2-l evaluati.on. Fvbile the United States never 

failed to implement in rr:~.cticc the rccommendo..tions referring to aid in the reports 

of the ·cornmi t tee of Nj_nc 1 it did so consistcn tly on tl1e stronger bc~sis of its own 

evaluation in the form of a stric.tly ?ilatcr?..l n ee;otiation. In spite or-"ff.te :.·good\v:l.i:!­

shcrwn by. 1~ID,· the bilG.tcr.:;_l lo.:m negotiat~ons, even i( they corresponded to the 

recommendations of the _9-d hoc c~mmittees, never stressed the . principle that ·the 

conditions governing Uni.ted. Stntes aid w2re limited to those contained in the 

independent and multilo..teretl evo.luntion report.s cf the Committee of Nine. MorGover, 

5_n many cas~s in which e.id wo..s r;iven \Vithout &n ev,-.;.luo.tion report by the Committee of 

Nine, . the amount and tho conditions .of loan contracts were no less 'favourable -Gh211 

those that ware bnscd on such re1;orts. No wonder that t:;radu::U.ly the impression 

spread in Latin J .. mericn tho..t the conditions insisted up~n by the Committee of Nino 

were in mc:ny c2ses mo:rc onerous thDn thos ... ~ \'Jhich could be obt::.ined in a directly 

bil.:AtcrF.cl negoti:-t.tion~ The ;ni:::.nc : fo.r PDcgresa wP,s not conceived c..s a. nerfectionist 
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device. Even countries without development programmes or those which djd not submit 

them to the Committee of Nine could not thereby -be deprived of aid. But those who in 

fact submit their reports for evaluation and accept-difficult ·and often painful deci­

sions ·to implement the structural .reforms postulated by th~ Alliance for Progress : 

should receive more aid and more flexible conditions (for {nstance; the financ{ng of 

lq _C<?-~ ~urrency ·expenditure) th&"'l . the others. Other'\-ri'se the po si ti ve inducement to do 
~ifficult things would tend to disappear; a moral obligation to impleinent ' the targets 

of the Charter- of Pu ... YJ.ta del Es-be u.:.r1.fortu..11.ateJ.y does not in itself suffice. The United 

States in fact -_impla"TT.ented tne reco:mLlendations of the Cornmi ttee of Nine evaluation: 
. . 

reports;~.but never made it clear ·that those reports were t he basis of its allocation. 

·Gradually, _ therefor~, _ af'~er J9~4 .the"_ ev~lua_tion __ !:~PQr:t~ . o_f _ .tbQ .}T_;in_e .,,ca~ri.ed _le)_?S .,. 

- ~eight than they had previously. - The conclusion to be drm<~n fror2 this e:J:,P.erience is 1 

'I' --~·- - -· • - ' --·-.· - ' -- -~ - ,- - • • -- . ~ -- ~~ • - -

that 7 unless the recoTI1"1lendations of an .independent international evaluation are knov~n '·• 
1 ' ' · 

to provide_, the basis for aid policy J the evaluation cannot achieve its . objective. } -;, 

47. -~ The ~ountry studies of CIAP, in -its arL.'1.ual r evim.J of national development 

activities, ·Here not generally understood to be a _ complement to the independent 

multilater a l evaluations of the Corm:1ittee of Nine and thus unintentionally created 

some confusion about and misunderstanding of the role of such report s . The procedure 

of this annual evaluation has two great advantages: (a) that of constituting a 

:l continual progress report on the implementation of longer run plans; a.nd (b) that of 
-- r y ...... _ 

providing a platform for.. on.t _q£:.G among all agencies involved in providing aid. Although 
~it.,.~ 

none of these agencies ass'tr'ne any obligation or co:mmi tment, the meetings ;y;_~·~},~-

additional information and occasionally suggestions of a different approach to diag-
~ ._,.,;......., ./('.~.-- .._. -..c'l-.- ,:ifio,":Zi.~ ~_,.Ill<.,·._. ;,; -1 . 

:qosis and prognosis. Representatives of the country Hho are present and cor1fronted 

with ·evaluation have_, r:1oreover ~ a clear irnpression that decisions ere not taken behind 

their backs or without their being heardJ Tha CIA.P evaluation pr~cess also .. has dj_sad-· 

vantages, however, if it is not supplern.ented by or. based on independent ruultilateral 

~ e\raluation 1--eports. Di ssussions i11 the presence of a.ll ager1cies an.d obsGrvers - which, \ '~·~· 
,.....__. ... .... - - ~ ~ ~.,vC.i'j; 

moreover; also lead to a pubU.c communique - fE~~--~C..:?.?~.s~r~ly inhibited from probi~g too J } -:.; 
• ... . ... 't --·-=-· !t" ~ .......... .....,,_,"' .. ~,. ~·-

deeply and from raising difficult or embarrassing questions. 

48. The evaluation procedure i£ nece~sariiy a long process which involves not only a 

thorough study but also a s eries of discussions, suggestions and de facto "negotiations " 

,{.ri th the Governrnent con.cerni:r g the telllpo of structura1 r efcrms e.nd of acceler~ting the 

national eff~rt is p ossible . Such discussions aro in practice L~possible in a public 
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hearing with all n.s.tion.:'.l cmd internat ionc..l D.t;encic;s present. Nor ccu1 e.ll th.:; det::tils 

of such discussions be 2ircd :.!Ublicly efter thc:y h.J_vc kckcn plac::; . The value of the 

evc..luation report of em incl2~Jenc1ent r.mltilc:cte r o.. l budy such as the C0::t'l.ittee of i'Tin.:: 

does not consist pr irJC.cTily in it~ findine;s cu.1d CGl·tclusior.s but in the procedure of 

arriving at them by 2. series of disrussions bct'.·;een tr.e Governrrkmt .::u:d the f u_,_"'lctionetl 

i mpnrtial body which docs not r cpr-3s..;.nt cith;.:r ~re:_di_tor~ or debtors . Such confidentietl 

discussions mq_y ene,blc the independent r.:ultil.:::.te:r'!-.1 co!mnitb:c e 1 such :;,.s thc:t of tJ-:e 

Nine , _ to understand the coun t ry ' s :;Jroc1e:.l be:tter ::cr.d c..lso erw.ble the govcrnr.}.:mt to _;c..ill 

a better appreciati on of th:: H;ed for intensifyinG nation'--'-1 effort. They ,-,ill o~so rr.:1.l:'-" 

it clea.r t h::1.t the r,::;cor.'Rcmbcl [:r.Jount , contiltuity . end fl exibility of e_id ,,._,ill - d.;;~) e!'.d on 

what ce.talytic effect aid c.:--n b0 exr1ectcd t o ?rod.uc<> in mobilizinc ad::li ticn:tl nat i on:..1l 

e ffort . Ho•:·/evc:: r , t~c very Lc. turo o:' t~2 Comrr:i tt~c 1 ;;;; work ·,·12-S suc:>o til::. t a vi tc>.l :;::r~~rt of 

its discussiorcs e.nd pcrsu.-:c.sion h::;_c~ to t;,.~e pl"',c..: b0rlinG. close:d doors if it ·:rv.s to be 

fully useful. 
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49 ~ The precedinc historical survey of the evn.lua tion of the doctrine and ·· of pr o.ctica.l 

experience in evaluQtion reports of n~tional develo~ment efforts reveals the m~ny 

difficulties involved in its c~rl;licat;Lon ond the proximate r e .:=tsons for s~_ow progress 

in tho.t field.. It ctlso shows, hovJever , th.3.t without such an independent and multi­

lateral evaluation principle, suspicicns in aid negotiations vall not b~ removed and 2 

c_o-·opcrativo SlJirit cmd improvement in inte rnation-?Ll r elations will not be achieved. 

50. J'~t the se.me time 7 tl:J.c experience of thl: Co mrnittec of Nine demonstrates thc .. t the 

instituticn of an indel1enclcnt intcrn2tional evaluation mc.chinery c~not be: fully 
·r .. .• :;::_ • 

effectivs unless the r:;a:ctics concc rn8c1 r:u'e vJilling to accept the ma j or implications 
"r ... ...,-;. ... _ .• .. 

inhere11t in the adoption of such a IJrocedure. 

51, \7h2-t is s a id about tho ev2.lu2.tion of a ne.tiona l development effort as a vrholc c.lso 

largely a~:;plies to pctrtial ov2.lu2.tions of a s peci8.l as:;;1ect of economic and social 

dqvelopment, for instonce:, the evalu2tion of conditions under which :P\lPplernenta.ry 
.")- ,... ,: ~-:--. . '.,.; ~ ·> -~-. ~ :- .,.. -· . 

fins~c~c should be given in c~ses of declines in export earnings~ The main ~r~plem 

h'ere' \:.gc:cin is w.hethe.r this ev:;.luo.tion c cnveys tho assum]tion of being both mul tilaterc:1.l 

and independent. IBRD_, for· instanct-, is E'. multilater.~.._l r-tcency. 
~::.-~~~ .. ~~-

There may be b~ro 
.. ...... ~. y • 

mqin 

?,!'cum.en ts again~t it beine:~ tho i denl ev2,lu!:1 tion C'cgency 1.'Jhosc v2rdict should te 
:~ ....-, ... _ .......... 

·acce::ptcd ~-nd follovr~d by E~ll the:: others., Th& .fi;;s .t_ ~nd less important is that it is 

ultimately governed by government represent~tivcs (exe cutive directors) who vote 

accordi..."'1g to t he shares held by their Govcrnoents; in their s re3.t mcijority those ['J'O 

creditor and not cl:;btor countries ~ This L .1ct dilutes its indel~H~ndcnt charGcter, but 

only formn.lly since in fe-et the me,no.e;ement of I B:RD is independent, The drc.<~Ntack is 

more in credibility th:m. in conte:nte The ind.e penc~ence of the ma.n2gement may ch2.11Ge 

in time, however, e.nc~ mc.y c onstitute a rsc:.l He ~ kness. I~ rnc:;~---"~~r~~~Ss dr.:wrback is the 
~-"' ~"·~· ~ - .... -::.- --

fnct that the sepa rc:;. tion b :; b:iecn :procro.mming cmd fincmcin£; is l _acking , since the s~me 
.. 

staff members of tho Br·•.nk 1.-c;ho ev.::'..luntc the developme.nt effort ctlso t.::-,ke: p::..rt in lo2n 

negotiations, so thc:~t they 2..];e bCJth judges E-nd executors 2.t the s .e.r'Je time 9 Th:lt could 

be corrected by forr:1ing an independent subsidiary of intern2.tion~l 8XJ_;erts under · their 

ovm statute and inde:x~ndent of IB.RD~ :Sconomic survey missions ,<bfliBBD , ~o.c..dy 

frequently c:1:;:-jpoint hen.c~s of such missions fror.1 outsid2 IBRD. The verdict of the 

mission hc:.s, however , to be: co~cccptc;d by IBRD. Institutione..l reforn: could correct th2.t 

VIee.k~ess in the futuro ... 

1 
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52. The International Mon9tary ~~d (IMF) is a multilateral agency but not an 

"independent11 evaluator in our sense and OP~Y exar:1ines one sector or one aspect of 

development; it cannot undertake the role of general evaluation. IMF m·ay provide 

short-term assistane;e in dealing with bR:lauce-of- ·payments difficulties, ·bUt it -..,.,as not 

intended to be the agency \'-"hich . should give the· green or ~ed light for the all.ocation 

of aid. 

53. - Who then shoU.id be the evaluators and how are we to avoid numerous . overlapp.ing ... 

multilateral · evc:.luations? The multiplicity of evaluating missions at present imposes 

an rmbear&ble burden on developing countries and necessarily detracts from the 

efficiency of the -evaluation reports. Some d.slegation of decisions to one, t·wo or 

three - but not ten, tHenty or thirty - evaii1ating bodies is undoubtedly called for. 

The perfectionist solution \-TOuld be for such evaluations to be both independent and 

flultilateral. Nationalist feeLings prevailing at present in both developing and 

developed countries stand in the way of realizing this ideal. · V.Jill evaluations \.:hich 

e.re only partly independent without the real delegation of decisions to an arbi tratint; 

body be acceptable? That may b~ the second o;· third. ~est - ~o1uti6~7 repres~nti~g a ­

'3tep to-....Tards the final goal of a truly independent· international court of econoDic 

justice .... but that may be belovr the minimvrn threshold of credj_bili ty and thereforE' 

fail to fulfil its object and fllilction . . The difference between a partly or -....rholly 

independent and partly or \-Tholly multinational evaluation 1:1.ay · be more than a difference 

of degree. 

... .' .. :. 

\ 

l 
I 

I 
i 
I 
I 

I 

I 
I 



INTt:RNATIONAL BANK FOR 
RECONSTRUCTION AND DEVELOPMENT 

INTERNATIONAL DEVELOPMENT 
ASSOCIATION 

OFFICE OF THE PRESIDENT 

Copies sent to: 

Mr. Kamarck 
Mr. Sarma 

INTt:RNATIONAL FINANCE 
CORPORA Tl ON 



ORGANISATION FOR ECONOMIC , , . 
CO-OPERATION AND DEVELOP11ENT .'_; .·; J 

RESIJ'RICTED TO PARTICIPANTS 

DAC(68)5 

D:t,VELOPMENT ASSISTANCE COJ:IMITTEE 

PROPOSED TIMET.ABLE OF COMI"IITTEE MEETINGS TO NAY 1968 

(Note by the Secretariat) 

1. The purpose of this note is to propose dates for the 
consideration in plenary D.A.C. neetings of several major issues 
featuring in the 1967-68 work programme.(l) 

2. Date s proposed for the 1968 series of Annual Aid Reviews 
are covere~ in a separate not e [jjAC( 67)L+77. I~ is als<? , of. 
course , unaerstood that the varlous D.A.C. Worlnng Partles Wlll 
arrange their timetables of meetings to suit :their mvn needs; 
and that thoy will bring for~;v-ard in due time 1 for considerat ion 
in the plenary Comro.i ttee ., issues which they have under consideratior_ 

The meetings forese en ru~e : 

&~bject Dat e pro~1 

Educational Aid Poliies April 
and Programmes 2 - 4 

DAC(67)17(3rd revi~jonl 
ref s renc e 

--~------------------------
Private Investment Flow ) 
and Policies ~ 

Multilateral 
Organisations I~ 

April 30 
May 3 

para. 19 
(and discussion at 99th 

Session) 

para . 24 
(and discussion at 99th 

Session) 

Preparatory work on all three subjects is under way in the 
Secretariat . 

4. The second ~eeting may also provide a good oppor~unity 
for discussion of th0 results of UNCTAD II in the development 
financing fi eld 1 after due preparation in the appropriate 
Working Party " 

(1) DAC(67)17(3rd revisj_on): See also DAC(67)34 -
:M.ajor Is~ues Arising 
From the Annual Aid ReYiG•.-v. 

GL~-. JGS . .. , . 
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SUBJECT : 

G. c. Wishart ~,:\, 
Workinr, Party on ;r;i';CTAD Issues 
Meetings ooJa.nua.ry ll and 12, 1968 

1 . Mr. Ziegl er and I attended the above Working Party meetings 
a n d hlr . Ziegler is preparing a ful l note on the proceedings. In 
thi s memorandum I report. on three n:a~tcrs of particular interest 
to the Bank . 

2. I DA Replen i slli~en~ 

" I m-.-,l ica-.L ..... .t"'- . The Chairman had inser!ced in t he Ae~nda ~n i tern: 
tions f or 1JNCT.AD II o f the Ste.te of Dis0us.3ion en IDA 
Re plenishment" . The Chairiu.EL"'l &slced n:c if I c ould make a 
s t atement . I s aid: 

a) As the Agenda item indicated, the question of IDA 
RoplenishJrcent is still under discuss::i_on. I under­
s tood the desire of ti:is Vforking P2..rty to be 
inforntecl as t o the status of the disc tJss5_ons, out 
t he V/orlcing P~rty viould not e~q;ect r:-18 to make 
a nythinG but a very gencra1 statcr.:ent . I referred 
to t he meetint:;s of Deputies -..md~r the chairme.nshi~, 
of Mr o Knapp and mentioned that a note had been 
circulated in draft of the l ast meetin2s held on 
De c ember 18 and 19 , but empha3i3ed that this note 
was s t i l l in draft and a~aited the approva l o r 
conm10nts o f t he particip2.nts . 

"b) Procress had been made in clearinB away v~r i ous 
pol:i.cy i ssues regar<lins the operations of IDA and 
I understood thRt satisfacto:r:y under:::tsncinGs had 
b een r eached on all these points . 

' 
c) 'l'vro major items stiJ...l requ:i.red scttle1r1ent, nan:.ely, 

what l eve 1 oJ. r eple :1ishr:1e :;:yt; could be ac;re e d and also 
agreement on measures to saf eguard t~e position of 
countries f a c ed wi th bal a.nce of payrr1Emts di:Lf:Lcul ti.es . 
I s aid i t ~ould neither be u seful nor annronriate for 
me to go i nto details on those matters ;LC::.::e t hey are 
at present under d i scussion i n another forw.i . Hov.- ­
ever , I understood th2..t c onsiderable progress h.::..d 
b een made in refining these i ssues with a vis~ to 
u1 tLu.D.te s et t ler,"'.eT,t based on decis:Lons by T,':ir:ister3 . 
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d) I could not hazard an opinion as to when these issues 
would be resolved but I could assure the Working Party 
that the urgency of the position ~as fully appreciated 
both by IDA and, I believed, by the Part I countries 
concerned. 

3. The Chainiian asked for any comments by members of the 
Working Party but none rrere forthcomine;. The Chairman summed 
up by stating that all members of the Working Party noted the 
situation but had no particular views to put forward . Every­
one hoped that this matter vrould be quickly resolved. 

4. Supplementary Financ~n5 

7 A very full discussion took place on this item with 
partic ular reference to a revised note distributed by the Cha ir­
man of the \'larking Party ffiAC/UN( 67) 35 ( lst Rev.) dated January 47. 
The discussion mainly revolved around paragraph 3 of that note 
in which five alternatives are set forth and also around para­
graph 5 in ·which the Chairr.1an set out i terns on vrhich he believed 
there might be a con~on factor of agreement. 

In the course of the discussion, the following points 
were made : 

a) Japan: The present international financial position 
is not conducive to agreement on a scheme of 
Supplementary Financial Measures . 

b) Germany: A clear premis e for a scheme must be proof 
that export shortfalls are disrupting development . 
This has not been proved. 

c) United States: Serious conc~rn was expressed on 
certain aspects of the Banl~ scheme and the US G·overn­
ment i s not in a position either to accept or reject 
the scheme. It is not yet ready to say that such a 
scheme is required. 

d) France: The French representative opened by saying 
that his country could not go alone; nith a recor.T-:--.enda­
tion unless it was a recommendation conder.m:Lng the 
scheme. On being pressed as to whether he would 
oppose continuation of discussions in the Inter­
governmental Group, the French representative stated 
that he had no firm position on that narro•;: point as 
yet. 

e) Netherlands: The Netherlands' representative drev 
attention to the link bet·;reen supplemer:tary finn:-,cinG 
and basic fin ancinc . he urged tha~ aid ;iving 
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( countrie s should be prepared to "cash in on" the 
important conce ssion that LDCs would be prepared 
to discuss "policy und8rstandings 11

• 

f) Sweden : The Swedish representative was in favour 

g) 

h) 

i) 

of supporting a recom~endation in favour of the 
Bank Staff' Scheme . Some problems must be studied 
further but he considered that the Bank study sho\'led 
that the scheme could be VlOrkable and compatible 
with other considerations . 

Australia : The Australian representative felt there 
was no real aGreement on the Bank scheme and felt 
that the damage might be le ss if this vias stated 
hones tly at 1JNCTAD rather than an attempt being 
made to drag on consideration of t he scheme by means 
of various study groups. If this view was not 
shared by other DAC co untries , then the Australian 
repre sentative vrould favour a recor.unendation a long 
the line s of paragraph 3 (v) of the .Chai rman 's Note. 

Unit ed Kingdom: The United Kingdom representative 
b e lievcd--thatthe modified form of the Bank scheme 
might be fe as ible and \·rould meet a r e al need. Before 
this coul d be f inally ascertained , the studies on the 
Rio Resolutions must be anaited . There must also be 
further study of the rclationshiu between the Bank 
scheme and the H[F Cor.1per.satory Financ ing Facilities. 
He also said that he could n ot accept the state~wnt 
made at the last meetins by the Bank re}resentative 
(Mr. Sarma) that no furt~er information c2.r1. be 
produced on the relative importance of export short­
falls co:opare d vri th o ther ex-':;e:::'na l f actors wh ich 
might disrupt developme0t. 

Canada : The Canadian reuresentative said that his 
Govern.~ten t vrould be prepared to go along y;i th fur the r 
studies of the scheme . 

j) Germany : In a later intervention t he Gerr:1an 
represent at ive pressed for s er ious dis c ~ssion of 
alternative schemes. He also com11ented unfavour­
ably on the fact that, at the Intergovernr.tental 
Group, the not;lOn of a 11 policy pacl:age 11 had been 
reduced to one of a "policy understanding 11

• 

k) Norway: The Norwegian representative said that his 
Goverru-;-ient co uld go along vii th any compromise 
solution. He stressed, however, that IDA r eplen­
ishment c ame first. 

,· 
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5. In summing up the Chairman made the following points: 

(i) There was no possibility of reaching a decision · 
on the substance of a supplementary financing 
scheme at UNCTAD II. 

(ii) Many important questions still remained to be 
resolved . He believed that study of these 
questions v1ould lead to substantial amenc1uent 
of the Bank scheme. Among these issues, the 
questions of export projections and policy 
understandings were crucial. 

(iii) Further information is needed, especially on the 
point of the import2~ce of export shortfalls and 
also on the relationship vrith the ElF facilities. 
The outcome of the Rio studies is most important 
and he hoped that the Ba:nk and Fund rrould be able 
to comple te these studies by next September. 

I did not intervene in the discussion except to indicate 
that I \vould pass on the vievrs expressed to Washington. In a 
talk I had with the Chairman after the meeting, the Chairma.YJ. \' 
stressed the i mportance of the Baruc explaining, in more detail, l 
why it could not supply information on the relative importance 11 
of export shortfalls. I ~_:cpressed regre~ that this matte::> had 
not been taken up in more detail wi tn l\Ir. Sarma vrhen he ha_d 
expo sed hlmself to questioninG both at the Intergoverm;iC:--ital 
Group and at the last Working Party meeting. The Chairman 
ac1rn:owle deed this point but as1ced that at least the Bank 
should prepare a Note e.A-plaining vrhy "conceptual and stat is­
tical difficulties" prevented the info rmation required being 
forthconing. 

6. Mr. Vloods 1 s Stoc:<:hol;n SDcech- "Grand Assize'' 

Under other business, the Chairman raised the question of 
Mr. Woods r s suggestion, in his Stockholm speech, that a 11 Grand 
Assiz.e" of experts be initiated. There vrc.s a certain amow.1t of 
uninformed discussion regarding this initiative and references 
were made to a proposal by the Netherlands (I think at ul:n for 
a "development charter" and also to studies by the UN to plan 
the lines of the "second developULent decade". I explained that, 
having only just been informed that this subject matter was to 

- be raised I was not in a position to report on responses to 
Mr. Woods's initiative , except that I had seen favourable 
references in the press and in some letter3. To put the record 
straight , I was able to quote the exact references made by 
Mr. Woods both in his Stockholm speech and in his recent 
address to ECOSOC. I have now arranged for copies of both 
the Stock~olm and ECOSOC speeches to be circulate.:'. to r.1e.:t..be~s 

• 
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of the Working ?arty. 

7. Mr. Ed !1lart in, the ncv; Chairman of DAC, \7as sitting in at 
the WorkinG Party meeting as an observer. In giving his 
impressions of the \'forking Party meeting, T1Tr . Martin said that 
on most i ssues the '~'forking Party had to plan a 11 defensive 
position 11 for use at UHCT.AD II. He v10uld lilce to consider 
whether the DAC conntries coul d not also find some positive 
initiatives and he proposed that the question of such positive 
initiatives should be discussed at next Thu1~sday 1 s meeting of 
the DAC full committee. He listed as an illustration of a 
positive initiative the question of a 11 Grand Assize''. 

/ 
cc: Mr. Demuth (2) 

Mr. Miller 
Mrc Karasz 
Mr. Ziegler 

. . . - .. 
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!W.lJRCAB 4. DISCUSSED MATTER WITH EVERTS WHO DOES NOT EXPECT SUBSTANTIVE 

DISCUSSION OF SUPPLIERS CREDITS IN FINANCE COMMITTEE. THEREFORE WE FEEL 

SPECIAL REPRESENTATION FRDM WASHINGTON SHOUlD BE KEPT SUSPENSE. IF ANY 

NEW DEVELOFMENTS SHALL ADVISE 

KARASZ 
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1 'el ... va.p,-3chroiber 1 s AM:ER!Ct.Jl 01-lA'LLE. G 
a...~iYed r; :t tbe name time ~-s y~ur letter. ~ha!lk 
you v:or.J Jnucl'! ror ..:ittnctir.~; ( it to tttt:h I w..'l sur<! 
! sh~ll ha"'ii"e fUn vi tb it an·d look .tonra.rd tu 
p ssin~ it on to ~en. 

Th~nks !or r ... mindint! me about a r presen·tativ 
fron tl1e 'Eaono-r:ies :Oeps.rtm.tu1t going to l~ew Delhi in 
connection ,,. i t tA. sur;11liers l e:re4i ta - ·· th1i ia b-eing 
arrt.:tl£!<.\. 

ftr . A:rt.hur ':araaZ, 
Intezor.m.tional Batlk !or 

Sineer.,ly, 

P.ec~~ truetio~ ~~rt Development 
4, ven ... c d '!ena 
P,e.:ri~ 
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DEvELOPPEMENT 

4 . AVENUE n · [:f:NA 

PARIS 116°1 

KLEBER 25·10 



H~dquarters: 
Washington, D.C., U . S. A. 

INTERNATIONAL BANK FOR RECONSTRUCTION AND DEVELOPMENT 
Ca.hle.Addres•- INTBAFRAD PARIS 

INTERNATIONAL DEVELOPMENT ASSOCIATION 
Cahle Addreoo- INDEVAS PARIS 

EUROPEAN OFFICE: 
4, AVENUE D'I13NA, PARIS (16E)- FRANCE 

Telephone - 553-2510 

January 22, 1968. _ 

Dear Irving: 

I am sending under separate cover, airprint, Servan-Schreiber's 
"American Challenge". Have a good time with it and show it to Keno 

I would like to remind you of our conversation concerning the 
visit to New Delhi of a representative of yours, especially to attend 
the discussions on the stu~ concerning suppliers' credits. I would 
be happy if you decide to send someone. 

Thank you for your kind hospitality last Friday, and Eva and I 
are looking forward to seeing you ver.y soon in New Delhio 

With kind personal regards, 

Mro Irving S. Friedman 
The Economic Adviser to 

the President 
International Bank for 

Reconstruction and Development 
Washington, D~Co 

Sincerely yours, 

Arthur Ka.rasz 
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OFFICE MEMORANDUM 
TO: Files DATE: January 26, 1968 

FROM: 

SUBJECT: 

Bimal Jalan~d Patrick de Fontenay 

Briefing to the Bank's Delegation to UNCTAD II, Meeting of January 19, 1968 

l. Messrs. Demuth, Friedman, Hoffman, Karasz, Sarma, de Fontenay 
and Jalan were present. 

2. Mr. Karasz said that he had met Mr. Woods the previous day to 
talk about UNCTAD II. On Supplementary Financing, Mr. Woods said that he 
agreed with the Bank Study, and that the role of the Bank mission in 
discussions on this subject should be that of technical experts. we should 
be prepared to answer questions of a technical nature, but otherwise leave 
it to the countries to reach a decision among themselves. On the question 
of IDA as the administering agency, Mr. Woods had said that our attitude 
should be that the staff of the Bank was not entitled to give any answer 
for or against. This question belongs to the future, and will be decided 
by the President and the Executive Board when it is brought up for 
consideration by the governments. 

3. Mr. Karasz raised the question of a possible conflict between 
the supplementary finance scheme and the third IDA Replenishment. 
Mr. Demuth said that the Bank's position was that the present replenishment 
had priority; it did not mean, however, that for all time to come SFM 
could not be considered because of a possible conflict with resources for 
IDA. The donors would decide how much money they wanted to give for SFM; 
the question of subsequent IDA replenishment would be decided separately. 

4. At UNCTAD II, the Bank might be asked to undertake some new 
studies. Mr. Woods had said that Mr. Karasz should report to the Bank as 
and when these studies are requested, the decision would then be made on 
a case-by-case basis. 

5. Mr. Hoffman brought up the question of the papers that had 
already been promised to the Conference. 

(a) Mr. Karasz said that he had talked to Mr. Macone about the 
paper on "Rubber". Mr. Friedman urged that great care be given to the 
preparation of a statement for the Mission. 

(b) The Bank had also promised a study on the question of 
"financing of exports from the LDCs" (the Spanish-Tunisian Resolution on 
Suppliers' Credits) - Mr. Friedman said that Mr. Sacchetti was handling 
this; he hoped that it would be ready by February 10 or so, when the 
discussions on suppliers' credits were likely to begin at the UNCTAD. 
Mr. Friedman said that he hoped that by that time it would also be 
possible to update the statistics in the earlier study on suppliers' 
credits. 
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6. Mr. Sarma raised the question of the briefing papers for the 
Mission - he had already outlined the main issues for the UNC~~D in his 
memo of January 4, 1968 (addressed to Mr. Friedman). 

(a) On the "interest rate structure of the Bank," it was 
agreed that the Treasurer's Department would prepare a paper for the use 
of the Mission (after Mr. Demuth has cleared it). 

(b) On the "Bank's Capital Requirements Estimates," 
Mr. Friedman said that he would talk to Mr. Hawkins and see if we could 
have a brief paper on this for the use of the Mission. 

(c) On "Bank's contribution to IDA" - Mr. Karasz already had 
a statement on this. 

(d) On "financing public sector enterprises, 11 Mr. Demuth said 
that Mr. Woods' address to the ECOSOC (March 26, 1965) was the best 
statement of the Bank policy in this regard, and should be used by the 
Mission to answer questions on this. 

(e) The Algiers Charter had suggested that the IBRD should 
request prepayment of loans by the developed countries. Mr. Demuth said 
that this was not feasible, and in any case any such prepayments to the 
Bank could not be used by the IDA (as suggested by the Algiers Charter). 
A similar suggestion had been made at ECOSOC concerning prepayment of the 
Bank's 11reconstruction 11 loans. Mr. Demuth had a table prepared for 
Mr. Woods showing that on reconstruction loans there is owing to the Bank 
only the small balance of $16 million from Denmark. The table, which also 
shows IBRD loans to IDA Part I countries as of October 31, 1967, would be 
made available to the Mission. 

(f) A statement on Bank's lending policy towards South Africa 
and Portugal was available. 

7. Mr. Demuth said that his office would be the channel of 
communication between the Mission and the Headquarters. 

cc: All present 
Messrs. Kamarck 

Sacchetti 
Kalmanoff 
Hawkins 
Hulley 
Mac one 

BJalan/PdeFontenay:mk 
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22 December 1967 

UNITED NATIONS CONFERENCE ON TRADE AND DEVELOPMENT 
Second session 
Preparatory meeting 
New Delhi, 29 January 1968 

TENTATIVE TlMETABLE · FOR THB SECOND SESSION OF THE CONFERENCE 

Proposed disposition of o.gonda. items in 
.t.he main committees 

Note by the;._UNCTAD secretariat 

In response to a number of requests from delegations, the UNCTAD secretariat 

h~s prepared a tentative order for the disposition of agenda items which the Trade 

and Development Board recommended should. oe allocated to the five· m·ain. committees · 

of the Conference. It would be for the Conference to allocate the remaining items 

(sec e.g. the annotations to items 4, 9(f) and 14 of the provisional agenda 

(document TD/1), and paragraphs 4 and 9 of TD/PM/Misc.l). 1/ 
First Committee- Commodity Problems nnd Policies (Item 10); 1 February to 
15 March 1968 

Election of officers (Inaugural Meeting) 

10 (b) (i) 
(ii) 

(iii) 

Opera:tion and financing of buffer stocks 
Role and financiEg of diversification programmes, and 
Basic p~inciples and guidelines for pricing policy, etc. 

10 (d) Problems arising from tl1e development of synthetics and 
substitutes 

10 tc) Programma for tho libcro.lization and expansion of trade in 
commodities of interest to developing countries. 

Adoption of the report of t!w :Ii'irst Committee. 

iJ TD/PM/Misc.l was distributed to Governments of States Hcmbcrs of UNCTAD. Tho 
prcs8nt document is being distributed to all Conference participants since it is 
believed that the information it contains may be genernlly useful. The Annex to 
TD/PM/Misc.l containing the tentative time-table giving the allocation of tho 
number of meetings to plonary and main committees is attached to the present 
document for easy reference. 

TD/PM/Misc.2 
GE.67-2714.3 
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Second Co~~ttec - Exnnnsion and divcr~ificntion of e~ri~f-~pufnctures and . 
semi-manufactures of dovcloping countries (Item 11); 1 February to ~5 March 1~68 

Election of officers (Inaugural Meeting) 

11 (b) Preferential or free entry of exports of manufactures and semi­
n1nnufactures of doveloping countries to the developed countries 

11 (c) Pro~r~mme for the liberalization and e~~nsion of trade in 
manufacture and semi-manufactures of interest to developing 
countries 

11 (d) MeaS1.:.ros for the promotion, expansion· a.nd diversification of 
exports of mnnufactures and semi-mnnufncturas from developing 
countries; etc. 

Adoption of the report of the Second CommitL.ee 

Third Committee - Gro\rth develo mont finance and aid {?.YQcqr~nization of. 
international and national policies (Item 12); J. Februa=L'Y to 15 Ha.rch 1968 

· 12 (b) (i) . Increasing the flow of internntioi1al public and private 
capital 

(ii) ImP,roving the terms and conditions of aid 

(iii) Alleviating the problems of exterr.aJ. indebtedness 

(iv) Improving the mobilization of internal resources 

. 12 (c) $upplemontary financial measures 

12 (d) Compensatory Financing Facility 

12 (o) International monetary system, issues relating to development 
finance and trade of developing countries 

Adoption of the report of the Third Committee 

Fourth Committee - Problems of developing coury_!.r~es _i_~U§ESJ·lll'L~nvisibl..§l~ 
including shipping (Item 13); 1 February to 1 March 1968 · 

Election of officers (Inaugural Mooting) 

13 (d) · Consultation machinery in shipping 

13 (c) Shippine ir.dustrJ in developing countries including expansion 
of merchant ltk<J.rinos of developing countries 

1.3 (b) Lovcl and structure of frotght ra.tes _., conf<:':~c~co practices and 
adequacy of shipping services - pt"ogt"oss .:-opor 1:, on studies by 
the secretariat 
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- 13 (e) Port improvements, Progress report on studies by the 
sccroto.riat 

- 13 (a) Review of r~cent developments and long term trends in the 
field of invisibles incluuinc shipping and international 
leGislatio~ thereon in tho light of recommendations and !/ 
other provisions :Jf tho Final Act Qf tho first Conference. 

::.} (i) Shipping legisl&tion 
>:.!./ (ii) Roviow of recent d8volopracnt and long term 

trends in tho field of insurance 
':.!} (iii) Review of recent development and long teJ.•m 

trends in the .field of tourism 

Adoption of tho roport of the Fourth Committee 

Fifth Committee - Trends :md problams in world trade and development (Item 9); 
1 February to 8 March 1968 

- Election of officers (Inaugural Mee~inG) 

- 9 ((b) ~.Stops to achieve F.L c;roater moasuro of agreement on principles 
govornine international trade rolations and trade policies 
ccnuucive to development 

- 9 (d) I:npo.ct of tho regional economic groupings of the developed 
countri8s on international trade including the trade of the 
developing countries 

9 (e) Consideration of the measures loading to the improvement of 
the international division of lc.bour 

9 (c) Trade relations among countries having different economic 
and social systems including etc. 

Adoption of tho report of tho Fifth Co~aittee 

In view of tho su1_;gcstion& of the Committ0o i)n Shipping, endorsed by tho 
Board, that shipping questinns should be considorod durin[{ a continuous 
but definite period, it is suggasted that the report of tho Committee on 
these questions bo considered by tho plenary as soon as possible after 
it has bGon ap;>r::>vcd by tho Committee. 

Although ito~ 13 (a.) is not subdivided the secretariat suggesta that tho 
subjects involved should be considered under sGpnrate sub-headines (i), (ii) 
and (iii). 



TDITATIVZ TDS:!BLE FG:l !H:': s::::c:ID s-':-SSIC~; 0? T~::S cc:;FE="'"·;~g 

(Allocation of nu=~r of ceetings to plenary ~~d cain cc~ittees) 

1-2 Feb. 5-9 Feb. 12-16 Feb. 19-23 Feb. 26 Feb.-1 Har. 4-8 Har. 11-15 ~=. 18-22 1-!a.:- 25 P.ar. Tct!!l 

Plec~y - Ite~s 1 to 8, ite~s 9 (f) •/ 
(g) and (h), ite=s 14 to 19 of agende-

First Cc~ttee - Cc~0dity problecs 
and Policies (Ite2 10) 

Second Cc~ittee - ET.Fansion ~~d dive,sificetion 
of export of oanufec"ures and semi-=~~ufacturcs of 
developing cotL>tries (Ite~ 11) 

Tbird Co~ttee - ~ovth, de7eloF~ent finan~e and 
aid (sync~ronizaticn of intern~tional sed 
national policies) (Ite~ 12) 

Fourth Co~ttee - Froble~s of developing cotL~tries 
in regard to invisibles including s~ipping 
(Ite~ 13) 

Fifth Co~ttee (Ite~s 9 (b), (c), (d) and (e))~ 

N~ber of ~eetings vith full se~ices in reserve 
for plenary ~'d ~ain cc~ittees 

Total of meetings vith full services 

N=~r of meetings vith in terpretation services 
only for Bureau, vorking parties and group 
meetings 

Grand total of meetings 

2 

1!!1 

? 

? 

10 ? 

6 ? 

4 4 

6 

8 6 

2 

30 30 

20 20 

50 50 

8 

4 

6 

6 

6 

20 

50 

6 

6 

? 

3 

8 

30 

20 

50 

2 

6 

? 

8 

3 

4 

30 

20 

50 

4 10 2 

3 

3 

3 

17 20 

30 JO 2 

20 20 

50 50 2 

~ If the Conference decides to establish vorking groups to deal vith certain items or sub-items of the previsional agenda such as 9 (f), 9 (g), 9 (h) and 
particularly 14, and depending on vhether or not these ite~s or sub-items vould be ex~ned after or vithout preliminary debate in plenary the oeeting 
fa=ilities required vould ~ made available for this purpose, vitbin the limit of (a) the meeting reserve vith full services set aside for plena~y and 
main co~cittees ; and/or (b) the ~eetL~g reserve vith interpretation only. 

!!} ~~ort cocstitueo~ zeeting to deal exclusively vith the election of officers in accordance vith ~65 of the provisional rules of procedure of the 
Confe::-e:Jce . 
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37 
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31 

24 

18 

43 

219 

140 

359 



INTERNATIONAL BANK FOR 
RECONSTRUCTION AND DEVELOPMENT 

INTERNATIONAL DEVELOPMENT INTERNATIONAL FINANCE 
ASSOCIATION CORPORATION 

January 18, 1968 

Phone Call - 2:40 

Mr. Karasz just now mentioned to me that there 
was in the last few days a DAC meeting under the 
new Chairman. At this meeting Mi· · James Mark 
suggested that negotiations on supplementary 
finance should not be allowed to break down, but 
attempt should be to get an interim resolution 
so as to continue the discussions. 

Meanwhile, studies on the Rio Resolution, Fund's 
Compensatory Facility, etc. should be completed. 

N. A. Sarma 
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REMARKS 

Attached hereto is a (possible) brief-
ing paper on S.F. and Comnodity Studies, for 
consideration, please. 

Yesterday I had a chat with Mr. Karasz: 
there is a meeting in Mr. Demuth's office on 
Thursday. I would like to see you tomorrow 
about this, especially in regard to S.F. 
quest;ions. 

~ 
.;- . 

From 
N. A. Sarma 



Supplementary Finance and Commodity stabilization Studies 

1. The Board of Governors of the Bank adopted a Resolution at the 

1967 Annual Meeting in Rio de Janeiro calling on the President of 

the Bank to have the staff prepare a study on the problem of 

stabilization of prices of primary commodities, in consultation 

vdth the Fund Staff. A parallel resolution was adopted for the 

Fund. The study relates to the problem, its possible solutions and 

their economic feasibility. This important study has been taken in 

hand in the Bank by a task force headed by the Bank's Director of 

Special Studies, cooperatively with the Fund. The intention is to 

complete the Report, if possible, early enough so as to permit 

consideration by the Governors at the 1968 Annual Meetings. 

2. It is not possible to indicate at this time 1-vhat the conclusions 

of the Report would be; or what comments and recommendations our 

Ex:ecuti ve Directors would make in transmitting it to the Board of 

Governors. We may, however, consider the relationship of commodity 

stabilization measures, in a general way, to supplementary financial 

()_ ~ ('? cs·· <l 
measures. "-. ~ r--. :. -r . _ ~·d.-

3. It is, of course, well known that the volatility, uncertainty 

and slow grovJth of export earnings from their primary commodity 

trade has been a serious problem for a number of developing 

countries, especially because of their great dependence on export 

earnings for financing their development efforts. Several approaches 

have been under consideration to meet t~oblef!Ve? For some 



aspects of the problem, the 

ments seems to be most suitable. For example, such agreements 

would assure stability of prices of commodities within a certain 

range, and may also give better access to certain markets. 

approach through the IMF Compensatory Financing Facility is 

to even out the short-term fluctuation of the total export earnings 

program. 

4. In view of the different approaches to the problems arising 

from the commodity trade of the developing countries, it is useful 

to clarify the relationships among them. In some ways, these ap-

preaches deal with the same problem in different ways, but in some 

other ways they deal~tho:<quit ,e di~inct aspects of ~ problem. 

Thus, progress in negotiating ommodity;~eement·'s is likely to 

enable countries to have more accurate expectations of their export 

earnings, on the ba~hich to formulate their development 

programs, and hence ~ reduce the cost of supplementary financial 

measures. This effect would depend on the number of commodities 

subject to agreements and the operative features of such agree-

ments, especially in regard to export volume. Insofar as com-

modity agreements seem to take a considerable time to negotiate 
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and conclude, this effect would be correspondingly postponed. 

Finally, even if a large number of commodity agreements have been 

concluded, they would not cover the total export earnings of a 

country so that there would still be need for the approach through 

supplementary financial measures. 

5. Just as, more generally, trade promotion and development aid 

are not mutually inconsistent, commodity agreements and supple-

mentary finance complement each other and are both needed. Ac-

cordingly, one does not prejudge or prejudice the other, and action 

on one need not await studies and consequential measures in the rr...-
other direction~(In fact, in a pragmatic framework, we can 

j.--' 

visualize commodity agreements for some major commodities in which 

developing countries are the chief exporters, and for the rest 

devise appropriate financial arrangements to safeguard the levels 

of total export earnings of developing countrie-:.7 



January 11, 1968 

Memo to: Mr. Irving S. Friedman 

From Isaiah Frank ~ 
Subject: Broadening of Conception of SF 

I thought it would be useful if I set down a list of points I made 
yesterday to Ruth Gold, and later, to Tony Solomon. 

1. The U. S. administration (including even the Treasury) supports the 
view that more financial assistance for development is needed than will 
be forthcoming over the next few years. 

a. For fiscal year 1968, Congress appropriated the lowest foreign­
aid appropriation in the twenty - year history of the aid program. 

b. The likely IDA replenishment will fall far short of the $800 
million that the U. S. was prepared to support. 

2. A corollary of the overall stringency in aid funds is the disappearance 
of the leeway which enabled the U. S. in earlier years to deal with 
emergencies. 

a. I believe the U. S. contingency fund was cut to $10 billion in 
the recent appropriation. 

b. Supporting assistance, the other major cushion, is now almost 
wholly earmarked for Vietnam. 

3. SF should no longer be regarded simply as a technical proposal respond­
ing specifically to the UK/Swedish resolution. Rather it should be 
looked upon as the basis for a new multilateral fund that will sub­
stantially augment total aid resources and also provide a pot of money 
to deal with contingencies. In addition to export shortfalls, SF 
could be used to meet a variety of other emergencies arising from 
causes beyond the control of developing countries: 

a. increased import needs resulting from drought, flooding, 
freezing, or other natural disasters. 

b. a decline in foreign- exchange earnings due to emergency 
restrictions by the advanced countries, e.g., U. S. tourism 
limitations affecting countries such as Kenya, Thailand, etc. 

c. the emergence of major new aid claimants with improved 
prospects for development, e.g., Indonesia. 
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Memo to: Mr. Irving S. Friedman, Jan. 11, '68 

4. SF meets the view widely held among senior officials in State, AID, 
and the White House that aid deficiencies can probably be made up 
only through more "spigotry." A new international spigot has major 
advantages over a strictly U. S. one: 

a. it is more likely to be financed in the ratio of 40 per cent 
from the U. S. and 60 per cent from others, rather than the 
reverse ratio prevailing in bilateral aid. 

b. Congress has accepted the three-year-commitment pattern for 
multilateral aid (e.g., IDA and the soft window of IDB), 
whereas bilateral aid remains a one- year proposition. 

5. Not irrelevant to the receptive attitude toward this idea is the 
feeling of disenchantment I encounter with the commodity-agreement 
approach. The current renegotiation of the Coffee Agreement has 
strengthened this reaction because it has become apparent to U. S. 
officials that producers are really not prepared to support production 
controls and a diversification fund which are at the heart of any 
long- run solution to the coffee problem. 

-2-
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Herewith the revised draft, incorpo-

rating the changes suggested by you. 
Please see the sentence I have added about 
discussions with Berne Union officials, at 
end of para. 1, page h. 

My idea is this may now be sent to 
Messrs. Demuth, Kamarck and Karasz, for a 
discussion of main issues, and for prepa-
ration of briefing papers in the respective 
departments. 

~ 
From -

N. A. Sarma 



UNCTAD II 

Introduction 

The second session of the United Nations Conference on Trade 
and Development will be held in New Delhi from February 1 to March 25, 
1968. A provisional agenda for this session was adopted by the Trade 
and Development Board at its fifth session held in Geneva in August, 
1967. Apart from the plenary sessions in the initial and closing stages 
of the Conference, the discussions will take place mainly in five com­
mittees (committees of the whole); there may be one or two working 
groups as well. The five main committees will deal with the following: 

(1) Commodity problems and policies; 

(2) EXpansion and diversification of exports of manu­
factures and semi-manufactures of developing 
countries; 

(3) Growth, development finance and aid (synchronization 
of national and international policies); 

(4) Problems of developing countries in regard to in­
visibles, including shipping; and 

( 5) Trends and problems in world trade and development, 
including review of implementation of UNCTAD I recom­
mendations, and the world food problem. 

Commodity Problems 

With the breakdown of the Cocoa Conference, and the diffi­
culties facing sugar and natural rubber in particular, the discussions 
on commodity problems in Committee I may tend to become argumentative. 
The operation and financing of buffer stocks, as a main element of in­
ternational commodity arrangements, as well as the more general proposal 
of the French for market organization with a view to commodity stabili­
zation, will figure prominently in the discussions. Our position so 
far has been that pre-financing of buffer stocks is not within the pur­
view of World Bank Group activities; World Bank assistance is for 
furthering diversification and economic development. (Reference to the 
Joint Coffee Study.) However, follordng the Rio Resolution on com­
modity stabilization, studies have been taken in hand, cooperatively, 
in the Bank and in the Fund; it is not possible at this stage to antic­
ipate the conclusions of these staff studies or the decisions that the 
Management and the Board may ultimately take on the matter. 

General Preferences 

A general system of trade preferences by all industrialized 
countries, on a non-reciprocal basis, is the major subject on the 
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agenda of Committee II. During the course of 1967, discussions have 
taken place in the OECD on the subject; while there are still several 
difficulties of a technical and policy nature, the donor countries 
have moved away in principle from the reservations they had on the 
subject at UNCTAD I, and there is now a basis for agreement. (We 
have little to say on this.) 

Growth and Aid 

In Committee III, dealing with develoFment finance, sub­
stantial discussion and reporting may emerge on growth and perform­
ance, essentially in terms of a joint endeavor of donors and reci­
pients. Developing countries recognize that the main responsibility 
for their developnent rests with them. Representatives of donor 
countries may be expected to argue for some spelling out of the 
"discipline of development." The spokesmen for some developing 
countries may propose impartial expert evaluation of plans and per­
formance on a continuing basis. However, in the discussions on sup­
plementary finance, developing countries as well as donors indicated 
a willingness to look to the regular work of existing (financial) in­
stitutions, as well as the coordinating procedures of consortia and 
consultative groups, for the evaluation of development programs and 
policies. 

In regard to development aid flows--the other main aspect 
of development strategy--the representatives are likely to engage 
themselves in discussing the one per cent target--what the denominator 
should be (i.e., whether the target should be one per cent of net 
national income or of gross national product), whether the percentage 
should be raised, and similar questions--with little likelihood of 
any fruitful consensus being reached. The discussion will be also 
about the feasibility of a separate target for official flows; here 
again, questions will be raised of net amounts involved--and whether 
the amounts should be net of amortization only or also net of interest 
charges. A number of donor countries are not in favor of setting a 
separate target for official aid. However, mainly because of the 
lack of reliable data on private capital flows and, in any case, since 
it is recognized that little can be done through government action in 
regard to private capital flows, some of the donor countries (the 
Netherlands, Canada and the Scandinavian countries) may be inclined 
to have a closer look at possible guideposts separately for official 
aid. 

Leaving aside the definitional and computational complexi­
ties of such matters, the main question here relates to whether donor 
countries will provide enlarged resources for the growth of LDCs. 
This, in turn, raises the question of an assessment of the capital re­
quirements of LDCs. References will be made to our own estimate of 
$3 - 4 billion of additional capital requirements, related to ab­
sorptive capacity of LDCs, and we will be expected to contribute to 
these discussions. 
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IDA Replenishment 

If agreement on IDA replenishment has not been reached in 
principle before the Conference, this will be a main area of concern. 
That IDA replenishment on a substantial scale is of vital importance 
is recognized all around; agreed resolutions on this were adopted at 
ECOSOC (August, 1967) Trade and Development Board of UNCTAD (Septem­
ber, 1967), and United Nations Second Committee (October, 1967). LDCs 
have ext ended solid support to it in recent months. 

Supplementary Finance 

Supplementary financial measures is a separate item on the 
agenda, and is likely to come to the fore as a mai.n item for considera­
tion. The Intergovernmental Group Report was adopted in November, 
1967, and has been forwarded directly to UNCTAD II. Sweden will 
actively urge agreement on the principles of a scheme broadly on the 
lines of the Bank staff proposal; LDCs and some developed countries 
are likely to sponsor a joint resolution on the subject. On the 
basis that finance would not come up for active consideration, and on 
the clear understanding that financial commitments will not arise 
under SFM till 1970 or so, there seems scope for negotiating an agree­
ment in principle at UNCTAD II. The fact that LDCs openly acknowledge 
the need for, and the appropriateness of, policy understandings and 
performance evaluation, is a distinct gain out of SFH discussions for 
the whole field of development finance. 

Debt Problems 

Another important subject relates to the external debt posi­
tion of LDCs and terms and conditions of assistance, including dif­
ficulties arising from aid-tying. At the policy level, we may re­
state the view that debt rescheduling can only be on an individual­
country basis, and that no across-the-board arrangements are possible. 
As for the factual position, the effort that is being done by the 
Bank staff for collecting and collating the data could be described. 
A statement on the interest rate structure of the \vorld Bank and IDA 
credit terms, as also the possible scope for redefining the procedures 
and criteria for IDA credits subsequent to IDA replenishment, might 
be useful, if feasible at the time. 

other Subjects of Interest to the Bank 

other subjects, in which the Bank staff have been involved 
and may be called upon to make brief statements, are: 

(1) Horow~tz proposal: The donor countries generally are 
disinclined to1-vards this proposal, and the Bank 
Staff view essentially remains as it was put forward 
in our study. 
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(2) Suppliers 1 credits: In the Bank staff Study the 
need for regulation on both sides was noted; it 
was also indicated that a secretariat within the 
OECD could help on the creditors' side. The 
Algiers Charter proposes an intergovernmental group 
to deal with all aspects of commercial credits in­
cluding suppliers' credit. The DAC members them­
selves see no need to set up any nevJ international 
machinery to cope with the problem, but they may 
suggest more effective use of existing institutional 
arrangements. It may be noted that discussions 
have been initiated between officials of the Bank 
and the Berne Union to explore possibilities of co­
operation for exchange of information and considera­
tion of lending policy matters. 

(3) Multilateral investment insurance scheme: Refer­
ence may be made to studies by DAC and IBRD. Some 
account of current discussions in the Bank regard­
ing machinery and procedures would be useful. 

(4) Convention on Settlement of Investment Disputes 
between States and nationals of other countries: 
This has come into force, and a Center for Settle­
ment of Disputes has been set up. An account of 
the role of the Center, and the latest position in 
regard to membership, etc., would be useful. 

Algiers Charter and Bank Group 

The Algi..ers Charter also put forward the follmving recom­
mendations, and these viewpoints may be stressed by some of the LDCs 
at the Conference: 

(a) Developed countries and financial institutions should 
extend and intensify their support to regional de­
velopment banks; 

(b) IBRD should be made a Development Bank for develop­
ing countries exclusively. Repayment by developed 
countries of loans in advance of maturity should be 
secured, and the funds should be used to augment re­
sources of IBRD and IDA to finance development of 
developing countries; 

(c) There should be no discrimination by international 
lending institutions against the public sector, in 
particular in industry; 
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(d) Developed countries and international credit in­
stitutions should make investments in infra­
structure in tourism in developing countries; and 

(e) International financing agencies should give prior­
ity to t eclmical and financial assistance in con­
nection w~th the special problems of the trade and 
development of land- locked developing countries--in 
particular with the development and improvement of 
their transport infra-structure. 

Brief statements along the following lines may be in order 
on the above: 

(a) Our cooperative attitude toward regional development 
banks, in providing debt statistics service, in pre­
investment surveys, and in other ways. 

(b) Now the IBRD is virtually a development bank for 
LDCs and there have been few loans in recent years 
to developed countries, though in earlier years 
s izeable amounts were provided to them for recon­
struction and development. Prepayments of outstand­
ing loans by developed countries do not seem 
feasible. 

(c) A large proportion of IBRD and IDA resources are 
directed to infra- structure investments in LDCs; 
these are largely through the public sector . 

(d) The construction of hotel facilities and such other 
assistance for tourism in appropriate cases is not 
ruled out . IFC has commenced doing this (e . g. , loan 
and equity investments in a company in Kenya for the 
purpose). 

(e) In considering projects proposed by the LDCs, the 
World Bank Group takes due cognizance, in its normal 
methods of project appraisal and evaluation, of the 
importance of transport infra-structure for the 
trade and development of the land-locked countries. 
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OFFICE MEMORANDUM 
TO: Mr. Irving S. Friedman DATE: January 17, 1968 

FROM : N. A. Sarma 

- ' 
SUBJECT: EXport Shortfalls and Other Causes of Disruption 

The report of the Intergovernmental Group has the following 
on the subject: 

"A few members raised the question of the relative 
importance of export shortfalls compared with other 
causes of instability in the external finances of 
development. ~fuile not questioning the premise 
(that is, that adverse movements in the exoort pro­
ceeds can be disruptive of development programmes) 
on which recommendation A.IV.l8, Part A, and the 
study are based, they pointed out that development 
may nevertheless be disrupted by other causes af­
fecting the availability of foreign exchange. A 
study of this subject was requested of the staff of 
the Bank. The Bank staff stated that they had en­
countered conceptual and statistical difficulties 
in making this study, but that the matter was under 
consideration. Since the premise mentioned above 
has been accepted, the outcome of this study would 
not call into question the need for supplementary 
financial measures but it would help to define the 
scope of the Scheme and would increase knowledge of 
other external causes of disruption of development 
programmes." 

This question uould be raised again by the representatives of 
some donor countries, especially the U.S., at the UNCTAD . Attached 
hereto is a draft statement which we may make, if it should become 
necessary. Or, you may perhaps like to suggest to Prof. Isiah Frank to 
attempt a shortened and revised version of Mr. Sundrum 1 s paper, for cir­
culation. (You had indicated this in one of our recent meetings.) 

Enclosure 



Export Shortfalls and other Causes of Disruption 

1. Some members of the Intergovernmental Group wanted a comparison of 

export shortfalls with other factors which might lead to the disruption 

of development programs . 'rhese other causes may be listed as 

(a) Shortfalls from expectations in Aid Flmv-s 

(b) Shortfalls from expectations in Private Capital Flows 

(c) Unexpected Increases in Consumer Imports 

(d) Unexpected Increases in Prices of ImporGs. 

We have discussed the question of import prices in the framework of our 

Supplementary Finance Study. Extending the coverage to increases in im­

ports Hould raise the cost of the Scheme . 

2 . The attempt to make a quantitative assessment of the relative magni ­

tude of export shortfalls compared with other causes of the disruption 

of development programs has not been possible . Within the context of 

the Study on SFM, the relevant concept of shortfalls is the one which 

related actuals to expectations. With respect to export. shortfalls, He 

had an available body of experience in the Bank Hhich we could use to 

give some statistical measure to this concept. Not only did we in the 

past, from tirne to time, observe in individual country experience the 

impact of variations and shortfalls in export earnings on a country's 

development, but we also had data on export projections for several 

countries for a number of years , whi :i1 we could use for the purposes of 

our Study. There are no comparable data pertaining to expectations in 

respect to aid and private capital flous . irJe can only observe the 
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actual flo>..rs, and year- to - year fluctuations therein. The direction 

and volume of aid flows is determined by governmental decisions , them­

selves subject to various extraneous influences . No reliable data are 

available about private capital flm..rs, and the movements have been 

highly erratic; we could, of course, have defined such expectations in 

an artificial manner, but the resul-ts would depend so crucially on the 

manner of deriving such expectations that the results would not have 

much validity. 

3. i'Je have, therefore, to fall back on a qualitative assessment of the 

problem. Some relevant considerations in such a qualitative assess ­

ment are: 

(a) Export earnings constitute the major part of the foreign 

exchange receipts of the less-developed courrGries, com­

pared with the other categories of receipts . 

(b) Furthermore, export earnings are the chief source of 

foreign exchange for most of the developing countries 

individually, whereas other types of foreign exchange 

receipts have been highly concentrated in particular 

countries, especially in the case of private capital 

flOHS . 

(c) In considering "disruption" of development programs, 

the significant factor is not instability in the sens e 

of fluctuations around a trend, but rather the extent 

to which actual flows diverge from expect at ions . Com­

pared vJith export earnings, it may be observed that 
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official aid and private capital flows to individual 

countries have been more unstable over time; however, 

this does not necessarily mean that there are greater 

shortfalls from expectations in the case of such flows . 

In the case of official and private capital flmv-s, 

negotiations are generally undertaken in advance of 

actual receipts and are also undertaken by agencies in 

the developing countries more directly concerned with 

the making and implementation of investment plans so 

that it is likely that any significantly large changes 

in these reccipts are foreseen to a greater extent than 

is the case with export earnings. This consideration 

suggests that the instability of official and private 

flows does not necessarily mean a corresponding diver­

gence of actual from expected flows . 

(d) Export shortfalls have been a clear causal factor in 

bringing about reductions in investments. It is not 

as clear that reductions in inflows of private capital 

are always causal factors since at times they seem to 

be more the consequences of prior decisions to reduce 

investnent. However, the conclusion is not to be drawn 

that unexpected reductions in foreign aid and in in­

flmv-s of private capital are not also import, ant po­

tential causes of disruption. 

4. It is also useful to consider the relevance of an assessment of 

the various causes of disruption for policy action. Even if shortfalls 
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in official and pr'.t.. vate flows were as important in magnitude and dis­

ruptive effect as shortfalls in export earnings, it is difficult to 

imagine what international action can be tak&J. to deal with such 

shortfalls, especially so in regard to inflows of private capital . 

5. In conclusion, the major fact one has always to keep in mind is 

that their own export earnings constitute the bulk of the foreign ex­

change receipts of LDCs--some 85 per cent . Given the close relation­

ship which exists between investment decisions and foreign exchange 

availabilities, it is obvious that shortfalls in these earnings can 

have an importantly disruptive effect on the development process . 




