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ir, Martin foeen August 24, 1959
leslie 0, Buteher
Your Inouiry shout Financisl and Development Amd, Inc.

"aferring to my memorandum of August 21, 1959 I attach a2 Tun and Dradstreet
umzmmmn,Muw.a\-nmwms.mm.
Proudfoot's report dated November 1%, 1 with 2 supplement slse dated

Yovesber 15, 1958, / é ’

L Dutehar/mod
cer Mr, Mst (2)



Mre Martin Tosen Rugust 71, 1959

Leglie G, Butcher
Your about

The information here about Financial and Jewelopment Auind, Inc, and
Intermational "svelopment and Investnent Company amounts to loss than
nothing, T have, therefore, asked for 'un and Bradstreet reports on
the two companiss, In the memntime you may be interested in a report
published in the “inancial Times on Aupust 19 in which Finaneial and
Tewlopant ‘und, Ino, is mentioned, I attach a copy of the report,

<4

LoMuteher/mod
ece: Mr, Rat (2)



FoRM No.}59

COMMUNICATION:
DATED:

TO:

FROM:

FILED UNDER:

SUMMARY:

CROSS REFERENCE SHEET

Letter
February 8, 1957

Sir Edmund Hall-Patch, G.C.M.G.
39 Hartford Street
London W.1l, England.

Mr. Black

U.K. Colonial Development = General

On the matter of possible Malayan development corporation, it would be
very interesting to hear a little more about what sort of Jjob you think
this institution might undertake. It seems to be in principle a very
useful proposal, especially if it were cet up in such a way as to
mobilize other capital resources in the area., It happens that

Mr. Demuth is coming to ILondon in about a month's time on his way to
visit several countries of South-east Asia where one of his purposes will
be to look into the development banks and industrial financing
corporations which have been founded or which are under discussion there.
I am asking him to call upon you for an exchange of views concerning

the Malayan project and look forward to receiving his report of this
discussion.
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(2.55)
COMMUNICATION:
DATED:
TO:
FROM:

FILED UNDER:

SUMMARY:

CROSS REFERENCE SHEET

Letter acknowledged February 8, 1957
January 11, 1957

Mr. Black

Mr. Miller, Paris Office.

U.K. Colonial Development = General

Mr. Edmund Hall-Patch has been having conversations with the Malayans
who have been in London talking about development plans after their
independence and who have found, in the present state of governmental
chaos and ignorance of future economic development, that they can get no
promises of help from the U,K. There is an understandable tendency to
bitterness seeing how much they contribute to the dollar earnings of the
sterling area, but it is, of course, true that nobody in London has been
in a position to make even half promises in the last month. " However,
H-P, feels that even if at this moment officialdom can do nothing the
private banks who have been operating there, and propose to go on
operating, must do something. He has therefore suggested to the two
most important ones that they should start a development corporation
which would allow them more latitide than their present banking methods
allow and, at the same time, save them from being played off one against
the other, '



Mr, w m 8’ 1953
M, M. Mendels mf}"' ﬁ;‘&
Development Bank, etc. Financing Jde

‘\‘ -

o

In answer to your memorandum of December 22, I am attaching certain
information which I think will be of value. You will notice that
the tables are "Restricted.”



Mr. Leonard B. Rist W w] 1952,
John H. Adler

Conference of Development Banks

1. I refer to our recent conversation regarding Mr. Crena de Iongh's
proposal that the Bank should sponsor an international conference of develop-
ment corporations, official investment banks, and related institutions. It
is my understanding that the Staff Loan Committee decided not to act on Mr.
Crenats suggestions because of the possibility that the various institutions
might infer from an invitation by the Bank that the Bank was ready or even
anxious to make loans to them.

2. There is, however, in my opinion, a good deal of merit in Mr. Crenafs
recommendation. . Unlike central banks which maintain working relations with
each other and have many occasions on which to exchange views on matters of
policy and operations, develepment banks have grown up in isolation from
each other and their oppertunities to leam from the experience of similar
institutions are limited. This has been demonstrated recently by the sure
prisingly great demand for the memorandum on "Development Corporations and
Related Institutions" which the Bank circulated in the Fall of 1950. Also,
at the Havana meeting of central bank technicians, the operaticnal personnel
attending the meeting showed great interest in the operations of the
established Cuban Development Bank. Ilikewise, at the last Anmual Meeting of
the Bank, I observed how the governors from various Latin Ameriecan countries
who are commected with development banks, spent much of their spare time to—
gether &ncuuin; practical problems of policy and administration of their
institutions.

3. For these reasons I feel that a conference of development corporations
and similar institutions would be desirable. However, in order to avoid the
problems arising out of the Bank's sponsorship of such a conference, I suggest
that the possibility be explored that such a conference be organized on the
initiative of one or two development banks or investment institutions.
Specifieally, I would think that the Mexican Nacional Financiera or the Chilean
Fomento Corporation could take the initiative in sponsoring such a conference
with the behind-the~scene blessings of the IBRD, which could be invited to the
meeting and play an active part in it without appearing as a sponsor. Such a
meeting should preferably not be confined to Latin American countries, but
should include representatives fram other continents, and particularly frem
European countries with colonial interests.

JHAdler/med.
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INTERNATIONAL BANK FOR RECONSTRUCTION AND DEVELOPMENT IMSLCIEH%FIED
STAFF LOAN COMMITTEE 73wz, . it

CHIVES
(This document is for the use of the President, Vice President and members vES
of the Staff Loan Committee only. Its contents should not be communicated to
other persons except in the course of duty.)

Minutes of Staff Loan Committee Meeting held Wednégday, July 16, 1952 at
3:00 p.m. in Room L15
: k

l. Present:

EI‘. R. L. Ga.mel'
Mr. W. A. B, Iliff
¥r. L. B. Rist

Mr. R. H. Domuth
Mr. H. W. Riley
Mr. W. Koster

_.-/ Mr. G. Gondicas, Secrectary
i In attendance:
Mr. L. H. Bengston Mr. J. Torfs
Mr. L. Cancio Mr. M. Verheyen
Mr. G. Grayson Mr. Re A, Uheeler

Mr. No Martini

2. Colombia - Barranguilla Municipal Public Services

The Committee considered Loan Department Memorandum 5Le/0/L92, "Colombia®
and

APPROVED

the recommendations contained therein but suggested that the Bank should in-
form the Colombian Planning Qffice of the request of the Barranquilla Municipal
Public Services and should advise it that the Bank would be prepared in prin-
ciple to consider financing the proposed project if the Planning Office would
assign to it a high priority, and if tangible evidence was provided that the
project would be directly connected with the development of productive facilities
in the Barranquilla area.

/ 3+ Proposed Conference of Financial Institutions

| The Committee also considered a memorandum from Mr. Crena de Iongh to
Mr. Black dated June 12, 1952, suggesting that the Bank should organize a
conference of institutions specializing in long-term finaneing, and
AGREED
that it would not be appropriate for the Bank to organize such conference.

Lo The meeting adjourned at L:30 p.m.
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FoRm No. 57

(5-48) INTERNATIONAL BANK FOR RECONSTRUCTION AND DEVELOPMENT

OFFICE MEMORANDUM

TO: I!r. JOhn Ho Adl&l‘

7/// DATE: June 24, 1952

ey = /
- P

FROM: D. Crena de Iongh
SUBJECT: INDUSTRIAL DEVE BANK OF CANADA

Some time ago I was in Canada and took the opportunity of
visiting the Industrial Development Bank there, which I think is
a very interesting institution. After my return I drafted a
ghort report on it which I handed to Mr. Rasminsky so that it
could be checked as I had very little time to get the facts, As
a result, I received a new draft from Mr. Resminsky, whi am
sending to you herewith for yowr files,.

DC/mect
Attachment



INDUSTRIAL DEVELOPMENT BANK

PURPOSE

Prior to 1944, despite the existence of several different kinds
of lending institutions, there was no readily available source of credit for
long term financing of medium and small enterprises in Canada. Unlike
the practice in certain other countries the Canadian commercial banks do
not normally make term loans: lines of bank credit are generally set up
on the basis of repayments within one year. Also, Canadian banks under
the terms of The Bank Act are prohibited from making loans against the
security of mortgages on immovables or movables, although there is a
provision in The Bank Act that banks can take mortgages as collateral
security for an advance already made.

Insurance companies are fairly active in the term loan field
financing residential or industrial mortgages, but under the terms of
their governing act they cannot take direct mortgage security on movables
such as machinery and equipment.

While as in numerous other countries well-established medium
sized and large companies with good earning records have access to the
market for sale of their securities, it has always been difficult for the
smaller and less well known companies to borrow moderate amounts in
this way. To fill this "MacMillan Gap' a new bank, Industrial Development

Bank, was incorporated under Act of Parliament in 1944 and opened its



e

doors for business on the 1st of November in that year. Its purpose is
expressed in the preamble to the Act of Incorporation as follows:

" Whereas it is desirable to establish an industrial develop-
ment bank to promote the economic welfare of Canada by
increasing the effectiveness of monetary action through
ensuring the availability of credit to industrial enterprises
which may reasonably be expected to prove successful if a
high level of national income and employment is maintained,
by supplementing the activities of other lenders and by
providing capital assistance to industry with particular con-
sideration to the financing problems of small enterprises....”

CAPITAL
Authorized, issued and paid up capital is $25, 000,000. in
ordinary shares, all of which is owned by the Central Bank, Bank of Canada.

OTHER SOURCES OF FUNDS

In addition to its capital, the Act of Incorporation authorizes
the Bank to issue bonds and debentures up to three times the amount of its
paid-up capital and reserves. There is nothing in the Act to prevent the
Bank from selling its bonds or debentures on the open market, but to date
it has sold its securities only to Bank of Canada. At March 31st, 1952,

such debentures outstanding amounted to $3, 250, 000.



BUSINESS AND POWERS

Section 15 of the Act of Incorporation defines the business

and powers of the Bank as follows:

{1} « .

- L] - . - - - . L4 . L ] m'. l‘ th' oﬁd“ d m

Board

(=)

(b)

(¢)

a person is engaged or about to engage in an industrial
enterprise in Canada,

credit or other financial resources would not other-
wise be available on reasonable terms and conditions,
and

the amount invested or to be invested in the industrial
enterprise by persons other than the Bank and the
character of that investment are such as to afford the

Bank reasonable protection,

the Bank may lend or guarantee loans of money to that person,

and where that person is a corporation,

(1)

(i1)

enter into underwriting agreements in respect of the
whole or any part of any issue of stock, bonds or
debentures of the corporation, and

purchase or otherwise acquire with a view to resale
thereof the whole or any part of any issue of stock, bonds

or debentures of the corporation from the corponiion or

from any person with whom the Bank has entered into an



« i »
underwriting agreement in respect of the said issue

and may subsequently sell or otherwise dispose of the

said stock, bonds or debentures.
An industrial enterprise is defined in the Act as "a business in which the

manufacture, processing or refrigeration of goods, wares and merchandise
or the building, alteration or repair of ships or vessels or the generating
or distributing of elMty is carried on". It will be noted that the Bank
is not authorized to finance service enterprises such as transportation,
hotels, laundries, theatres, etc. or primary industries such as agriculture,
coal mining, oil well drilling, etec.

Financial assistance which the Bank may provide can take the
form of direct loans, participations in the form of guarantees to other
lending institutions such as the commercial banks, or in the case of corpora-
tions the underwriting of issues of stocks, bonds or debentures. The Bank
is empowered to take security of any kind and in any form for repayment of
any loans made or guaranteed by it. This can include security on raw
materials, goods, wares and merchandise in process, or finished goods.

To date the Bank has entered into very few transactions which have not
been direct loans secured by mortgages payable serially.

The Act of Incorporation contains a limitation on the size of

individual commitments in excess of $200,000, which may not in total
amount t0 more than $25,000,000. Originally this limitation was $15, 000,000

but it was raised to $25,000, 000 in 1949, and experience indicates that it
may have to be raised again. As at September 30th, 1951, 83% of the

548 loans then current were for amounts not exceeding $100, 000.



RATE OF INTEREST

When the Bank commenced business in 1944 the rate of
interest charged was 5% oa daily balances, but this was raised in 1950
and rates now charged by the Bank for new business are generally 5:%
or 6% depending upon individual circumstances.

ORGANIZATION

The Bank has virtually the same Board of Directors as the
Bank of Canada, ndmmmrdthlnkdmum.mﬂel
the Industrial Development Bank. The Head Office of Industrial Develop-
ment Bank is in Ottawa, Ontario, but the General Manager's Office,
which is the chief operating office, is located in Montreal, Quebec. The
Bank maintains branch offices in Toronto, Ontario; Winnipeg, Manitoba;
Vancouver; British Columbia. The four Atlantic Provinces are serviced
by a Supervisor located in Montreal, who makes frequent visits to the
J\Mcf Provinces.

The Bank staff is small, numbering less than one hundred at
the present time, but it includes specialists such as lawyers, industrial
engineers, chartered accountants and insurance persommel.

Applications for loans may be made by mail or by a visit to
any office of the Bank. If the application appears reasonable, the available
financial statements are analyzed in detail. A visit is made to the

applicant's place of business, usually by a member of the Bank's engineering



-

staff, who reports to the management on such matters as the condition
of the plant, on the practicability of the prognmmﬁ. on the applicant's
operations, including production, costing and merchandising methods,
and on markets, etc. The ratio of serious applications accepted for
consideration te refusals is currently running about 1-3.

Following analysis of financial statements and investigation
on the ground, all recommendations are examined by the General
Manager who, if he is prepared to do so, submits them to the Executive
Committee -tiehmuuiaom“urﬂhydmhmh The
Executive Committee is composed of the President of the Bank, Deputy
Governor of the Bank of Canada, the Deputy Minister of Finance, and a
Director who is not an officer of the Bank. The full Board of Directors
meets four or five times a year in Ottawa to review the Bank's affairs.

Direct end-use supervision is givea to all loan disburse-
ments and in the case of the more sizeable projects the Bank's credit
officers and engineers maintain close contact with the progress of the
project. Loanm agreements call for submission of interim, but not
necessarily audited, financial mtamuu at regular intervals (usually
quarteriy) uﬂ. annual audited financial statements. Routine inspections
are carried out by the Bank's investigation staff at irregular intervals.

Loss experience since the Bank commenced operations has

been good, due in part, of course, to the favourable business climate



-
under which the Bank has operated to date.
AuDIT

The affairs of Industrial Development Bank are audited
by two practicing chartered accountants who are appointed by the
Government from a roster to audit the Bank of Canada. An intermal
test audit is conducted by the internal auditor of Bank of Canada.
POLICY

In its general lending policy the Bank judges the prospects

of each applicant in the light of prevailing economic conditions.

May 5th, 1952.



¥r. Fugene R, Hlack Juse 12, 19352
Ds Crena de Tongh

The IBED Annual Feport for 1950-1951 contains the following
cassage.

A special estegory of loans are those made to existing or newly
ertablished credit institutions to provide them with foreign-
exchange resources which they in turn cen put at the disposal
of private borrowers engaged in small or medium-siged businesses,
In many countries, this important kind of business has not
flouwrished, to some extent because the habit of free enterprise
does not exist, end to some extent beosuse development capitel
is not evaileble on reasonsble terme. The Fank's purpose in mak-
ing this type of loan is to encourage privete initiative in
uuﬁmmamumummn‘m
living stendards,

The 1BRD demomstreted its interest u_lngmwm

which Nr., Wonﬂlnﬂoﬂ._h India mnmmm'-mnu-
ness Lo channel a lean through the Indian long-term finance institution.
loans of this type have also been made to the Credit Hatiomal in France,
the Scolete Hationale de Credit &« 1'Industrie in Belgium and the
flerstelbank in the Ketherlands.

:
|
! i
i
i
j o
:

the subject of an Internstional Financial Corporation is
paralleled by siziler studies and attempte by variocus countries in the

In my comtects with long-ters fimance inmstitutions, I found
thet though operating techniques may vary sccording to the situation



e

(4.¢., the money merket) in esch different country, yet the problems
themselves are very similar, Nevertheless, to make each organizetion
work, soplicetion of the eppropriste teshniques in esch case is highly

Constent comtact with their berrowers often emables the locel
institutions, if well organized, to render, as does the IBiD, useful
essistance in the technical, the sdministrstive and other fields. Each
one of them sccumulstes & weelth of evperience in the long-ters
finsnoiel field which resains moetly in the individual institutiom.

It has therefore occurred to me thet reguler contascts between
the vericus natiomal imstituSions, by which they could exchange accounts
of their experiences and develop genmerslly rocognized methode and
practices, would be beneficial te all, especially as sany of suoh insti-
tutions are menned by men who have little internstional experience as

itd, of the U.K,, the Netherlands Herstelbenk ani the Scelete
lstionsle de Credit a 1'Industrie im Belgium. 1 know thet limited
contacte alreedy exist between some of the uropean institutions and also

between some Puropean and some non-furopeen institutions.
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b
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a.

June 12, 1952

LHAFT KGEEDA FOR

nomzmuatmrmmmmwmuumm
pating counmtry ssvings are channeled into investments.

Relative importance of equity finencing versus fineneing by loans in
each partieipating country.

Need for supplementing savings by inmternational loans in each partiei-
pating country.

Coordination of policy of national lending to that applied to inter-
national lending.

Forme of cooperation of loeal long-term finamce institutione with
international lending institutions

Seleotion of typs or types of local inmstitutions to implement this
cooperation,

Kethods of assistance in stimulsting the use of the private money
parket for the fimancing of investments,

Technical ascistance,

Interest retes for naticmal and internstiomal loans
Exchange risk to be borne by berrcwer or goverument

Nethods of disbursement
Commitment comnission

Other commissione

Kethods of end-use supervisiom



FILE COPY

October 22, 1951

Mr. Tervoren
Ministry of Finance

The Hague,
Netherlands
Dear Mr, Tervoren:

On his return from the Hague, Mr., Torfs mentioned
that you would be interested in information concerning
organization of development institutions,

A study made recently by the Bank on this subject is
being sent to you today by Air Express,

Yours t{uly,
K,f th
Assistant to tpd Vice~President

'

RHD/1s



Form No. 26 7
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INTERNATIONAL BANK FOR RECONSTRUCTION AND DEVELOPMENT

INCOMING WIRE

DATE OF WIRE: OCTOBER 15, 1951 ROUTING
TO: MR. RIST ACTION COPY TO
INTERNATIONAL BANK FOR MR. RIST
B RECONSTROCTION AND DEVELOPMENT INFORMATION COPY TO
RIO Decoded By
TEXT:

FIFTEENTH PLEASE AIRMAIL URGENTLY FETTER STUDY DEVELOPMENT
INSTITUTIONS INCLUDING PARTICULARLY RPFENDIX MATERIAL

KNAPP

DUPLICATE
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Mr. William L, Bennett February 19, 1951

D. Crena de Iongh

I am sending you herewith a copy of the by-laws and
balance sheet of the Aktiebolaget Industrikredit, which is
the Swedish long-term finance institution., I think its name
and activities should be mentioned in the memorandum on .

industrial finance corporations.

Attachments



Mr, William L. Bennett February 9, 1951
D. Crena de Iongh

I am sending you herewith the CEEC report on

Internationsl Investment, which may interest you in relation to
the publication of my paper on long-term investment organisations.
I am also sending you herewith a letter I got from lir. Wallenberg
of the Stockholm Enskilda Bank on the Ovedieh institution which might
come into the document which will be vublished.

I also want to draw your attention to the
fact that the institution in South Africa is called the Industrial

Development Corporation,

Enclosures

; ~
i‘ ? 0l



¥r. Robert L. Garner Jamuary 11, 1951
D. Crena de Iongh

™

With reference to my paper on European long-term invest-
ment institutions, I have been considering whether it would be &
good thing for the International Bank to have this study followed
up by further contact with all or some of the institutione in
question, and maybe others of the seme nature. I found that all
the institutions I visited were very much interested in the work
of the Bank and that in a few cases there existed already informal
contact between some of them. Ae the institutions locelly fulfill
the same role as the International Bank does internationally, I
thought that it would be a natural thing for the International Bank
to organize an investment conference, if such a conference should
be deemed to be useful, If the conference were successful, it
might leed to a more lasting contact between the institutions and
the International Bank and among the institutions themselves, I
think that in that way the leadership of the International Bank in
the investment field could be still further established and thet a
development of standards and practices could result which might
prove to show good results for the I,B.R.D, and international invest-
ment in general. I also think that a conference of institutions
which handle such sizable portions of European investment would help
understanding the European investment situation and might be helpful
in elerifying the thinking on the desirability of setting up a
European investment bank,

I would suggest that this matter be diecussed at a meeting
of the Staff Loan Committee in the near future. There are, of course,
various points which would have to be threshed out apart from the
question whether the conference in itself would be useful or not. In
the first place there is the geographical distribution of the long-
term investment institutions. I have a feeling that the European
institutions are rather different from the South American "Fomento"
__type and as they offer different probleme, it might be better not to
iﬁ?n x these problems with those of the European institutions. However,
qﬁthn Industrial Finance Department of the Commonwealth Bank of
J Australia, the Hational Finance Corporation in South Afriea and the
Industrial Development Bank in Caneda are quite similar to the European
institutions and might for that reason be considered as partiecipants,
As, of course, there is a great variety of institutions in Europe,
there should be a discussion on the question which institutions should
be invited and also whether, maybe as gueste, some representatives of
private investor groups should be present. Anyway, it should be
considered whether the Swise should not be drawn in, while it might
be interesting also to have a representative of the Bank fur Wiederauf-
bau in Germany.
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I have written to kr. Kercus ¥Wallenberg in Stockholm to
ask hir whether there sre any long-term investment institutiones of
the type mentioned in Sweden.

ie some of the institutions I visited also work in over-
seas territories, a question to be decided would be whether overseas
investment problems should be considered at the same time or later
on a different occasion.

48 a guidance for what I have in mind I attach hereto s
draft agenda for an international conference, which might be useful
for the discussione in the Staff Loan Committee.

Attachment

/.--.

g

ce  Mr, thk'/

¥r. Lejeune



I.

a. Description of the financial machinery through which in each partici.
pating country savings esre channeled into investments.

b. Relative importance of equity fimsncing versus finsncing by loans in
each participating country.

¢, lHeed for supplementing savings by international loans in each partieci-
pating country.
II.

8. Coordinmation of policy of nationsl lending tc that applied to inter-
naticonal lending.

b. Forms of cooperating of local long-term finence institutions with
international lending institutions,

e. Selection of type or types of local institutions to implement this
cooperation,

d, [Methods of assistance in stimulating the use of the private money
market for the financing of invesiments,

I1I.

a. Intereet rates for national and international loans

b. Exchenge risk of intermational loams to be borne by borrower or govern-
went

a. lMethods of disbursement
b. Commitment commission
¢. Other commissions

d. Methods of end-use supervision
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December 15, 1950

Ambassador C. Tyler Wood

Deputy U.S. Special Representative
in Eurocpe

E.c.ll

800 Comnecticut Avenue, N.W,

Washington, D,C.

Dear WMr. Awbassadors

With reference to our conversation of yesterday, I
am enclosing a copy of my report long-term credit insti-
tutions in Europe. Should you want to discuses this matter
with me further, I will, of course, be very pleased to do so.

It is my opinion that the institutions of thie kind
are very important for the International Bank as they do
locally what we do internationally and I think thet contact
with them might be very helpful in establishing standards snd
practices for their amd our work, As I said to you, it is
very remarkable how in the last twenty years the whole picture
of long-term investment has changed, and that ie why the Bank
thought it useful to meke a survey, which I found very
interesting and fascinating. You will see that in many cases
the E.C.A. counterpart funds play a very great role in the work
of these organisations.

Sincerely yours,

Enclosure D, Crena de Iongh

D.Crena de Iongh/met

1

z ]



December 7, 1950

Miee H, Towsley

German Austrian Pranch

E.C.A. _

Rocm 800, 8CC Comnecticut Avenue
‘aghington, D.C,

Dear Miss Towsley:

You asked me a few days ago for a copy of the
report I was writing on long-term investment institutions
in Furcpe. This report has now been completed and I meke
free to send you a copy for confidential use, as indicated
on its cover,

Should you have any comments to make or questions

to ask, 1 shall be very pleased to receive them end to fur-
nish any enswers which I am in s position to give,

Yours sincerely,

DC/met D. Crena de Iongh
Enclosure

>
o 3 §
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L INTERNATIONAL BANK FOR RECONSTRUCTION ANN DEVELOPMENT 2 NTC T

OFFICE MEMORANDUM Do 7 Reeo

TO: lMr. Eugene R, Black DATE: December 4, 1950
FROM: D, Crena de Iongh

SUBJECT:

With reference to my memorandum of COctober 24, I
take pleasure in handing you herewith my report on the long-term
investment institutions.

As to the idea brought forward in my memorandum
that it might be desirable to have the Bank arrange a conference
on long-term investment problems, I enclose, in order to make clear

what I had in mind, a draft agenda of the problems I thought it

would be suitable to have discussed at such a confe

Attachments ;

cc Mr, Garner



I.

a.

II.

d.

i A
a.

b.

DRAFT AGENDA F(CR
CONFERENCE ON_INVESTMENT PROBLEMS

Description of the financial machinery through which in each pertici-
pating country savings are channeled into investments.

Relative importance of equity financing versus financing by loans in
each participating country.

Need for supplementing savings by international loans in each partici-

pating country.

Coordination of policy of national lending to that applied to inter-
national lending.

Forms of cooperation of local long-term finance institutions with
international lending institutions.

Selection of type or types of local institutions to implement this
cooperation,

Methods of assistance in stimulating the uce of the private money mar-

ket for the financing of investments,

Interest rates for national and intern=ztional loans
Methods of disbursement

Commitment commission.

Other commissions,

Methods of end-use supervision.

Exchange risk to be borne by borrower or government,



November 16, 1950

¥r. R. F. Daly

Colonial Development Corporation
33 Dover Street

London, W.1l

England

Dear Nr. Daly: v

Thank you very much for your letter of Oetobé;/QS, gsend-
ing me copies of the Parliamentary Debates in the House of
Commons and the House of Lords when the Overseas Resources
Development Bill was first introduced. These documents are
indeed very valueble for the work I have been doing in connee-
tion with the long-term investment institutions,

I realize that it is very difficult to make any assess-
ment of the amount of investments in the colonies and I thank
you for the figures on the U.K. situation for the years 1948 and
1949,

I hope I may solicit further information if the occasion
arises.

It wes a pleasure to sese you again in London,

Yours sincerely,

DC/met D. Crena de Iongh

g
(v
.H?



kr. Glorgio Cigliana-Piazza November 13, 1950

D. Crena de Iongh

I am attaching hereto papers on the institutions
in Italy which I visited in coﬁnaction with my study of long-
term finance institutions in Europe., These papers are to be
annexes of my report, but before having them mimeographed, I
wanted to have you look them over, I will appreciate your

returning the papers to me with your comments,

Attachments

met



Mr. Thomas Basyn November 10, 1950

D. Crena de Iongh

i
Attached hereto are drafts of the papers on the five Belgian
institutions I visited, which are to be annexes of the report I am
writing on long-term financial institutions. Before having them
mimeogreohed, I would very much appreciate it if you would return

them to me with your comments,

Attachments
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Sir Ernest Rowe-Dutton November G, 1950

D. Crena de lcngh

I am sending you herewith three papers on the
Finance Corporation for Industry Limited, the Induetrial
and Commercial Finance Corporation, Limited and the
Colenial Development Corporation, which I went to include
as annexes in ry report on long-term finance institutions.

Before doing so, I would be pleased to get your comments,

Attachments



Mr. John M, Garland, Alternate Executive November 8, 1950
Director
D, Crena de Iongh

As you know, the Bank asked me to visit a number of long-
term finance institutiocne in Europe after the meeting in Paris.

When I was in Paris I took the opportunity of having a
talk with Mr. Richardson of the Commonwealth Bank about the
situation in Australis. I am now writing my report and want to
add short descriptions of the institutions in question.

I am enclosing the description of the Industrial Finance
Department of the Commonwealth Bank of Australia and would appre-
ciate it if you would let me have your corments when retﬁrning

it to nme.

Attachment

[



Mr. Gunnar Kjolstad, Alternate Fxecutive November 8, 1950
_ Director
D. Crena de Iongh

As you know, the Bank asked me to visit a number of long-
term finance institutions in Europe after the meeting in Paris,

When I was in Paris I took the opportunity of having a talk
with My, Colbjornsen about the situation in Norway. I am now
writing my report and want to add short deseriptions of the
institutions in question.

I am enclosing the description of the Norske Industribank
and would appreciate it if you would let me have your comments

when returning it to me,

Attachment

—-—aa
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Mr. J. V. Beyen ' Oetober 26, 1950
D. Crena de Iongh

)

I am sending you herewith a oo{y of my memorandum
on long-term investment institutione in Europe and I will be
very pleased to get your comment. The memorandum has been sent
only to Mr, Black and Mr., Garner as I don't want to circulate

it until the annexes are ready.

Attachment

TR,
1o~
- |



TELEPHONE: MAVYFAIR 7494 TELEGRAMS: VELOP, PICCY, LONDO’ CODE: BENTLEY'S SECOND

COLONIAL DEVELOPMENT CORPORATION

f 33. DOVER STREET
FIN/4 LONDON, W. 1 25th October,1950.

Mr,D. Crena de Iongh,

International Bank for Reconstruction
and Development,

1818 H.Street, N.W.,

WASHINGTON 25, D.C.

Dear Mr,Crena de Iongh,

T am sorry I was unable to write to you before you |
left London but I have had some difficulty in obiaining the information
you asked for.

A T am enclosing you a copy of Parlismentary Debates in
.. the House of Commons and House of Lords when the Overseas Resources
Q0 Development Bill was first introduced. This will give you the best
. possible indication of the purpose behind the Government at the time
when the Corporation was launched.

I have not been able to obtain any information of the
amount of investments in the Colonies so as o relate, as you requested,
the ODC finance investments to the whole, As far as U. K, investment is
concerned, I understand that the total internal investment is £1,600,000,000
in 1948 and £1,800,000,000 in 1949. There are no published figures of
overseas investment but in any case compared with these figures our
present annual rate of investment is, of course, quite negligible,

T hope this is the informetion you require and that you
had a pleasant trip back to Wasghington.

Yours sincerely,

: /Z o

R.F. DALY
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COLONIAL DEVELOPMENT CORPORATION

33, Dover Street,
London, W.1.
24th May, 1949.

Sir,

I am instructed to send you, in compliance with Section 16 of
the Overseas Resources Development Act 1948, the Statement
of Accounts of the Colonial Development Corporation for the
year ended 31st December 1948, and the Report dealing with
the operations of the Corporation during that year. -

1 have the honour to be, Sir,

Your obedient servant,

(Sgd.) SiNcrLalR HUNTER,
Secretary.

The Right Hon. A. Creech Jones, M.P.,
Secretary of State for the Colonies.
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COLONIAL DEVELOPMENT CORPORATION

ANNUAL REPORT FOR 1943

The Foundation of the Corporation

The Overseas Resources Development Act (by Section I of which this
Corporation was created), received the Royal Assent on 11th February, 1948.
This Report will cover also an earlier period beginning at the end of July,
1947, when the Secretary of State requested Lord Trefgarne, as Chairman-
Designate, to prepare the first plans for the establishment of the new organisa-
tion. The Deputy Chairman and other Members-Designate were then suc-
cessively appointed, and by 13th November, 1947, it was possible for the
first meeting of the “ shadow ” Board to be held. This pre-natal period, as
it might be termed, proved of the utmost value to the Corporation when it
came to be formally established, as it enabled the Secretary of State, in
consultation with the appointed Members, to send to Colonial Governors
advance despatches in which he was able to set out provisionally the con-
stitution and operating methods of the Corporation, to invite the submission
of projects to the Corporation, and to state the criteria which the Corporation
would apply to measure the acceptability of the projects submitted. This
period also enabled preparations to be made for the procurement and
furnishing of premises, for the recruitment of key staff, and for a large
number of other matters which would otherwise inevitably have consumed
time after the Act had been passed.

The first official meeting of the Board was held on 2nd March, 1948,
when the Board gave their approval to a plan of organisation which is set
out on a Chart at Appendix A.

This plan had been worked out after careful consultation between the
Chairman, Members-Designate of the Board and other industrialists experi-
enced in the management of large commercial organisations. It will be
observed from this Chart that the Headquarters of the Corporation is planned
to exercise the functions of supervision and control and, at the same time,
to provide certain common services. Whereas the Headquarters Divisions
are organised on the functional principle, the Colonial territories are divided
geographically into five major regions. The Regions consist of groups of
Colonies which may have little in common but contiguity or comparatively
easy inter-communication, and are so grouped in order to facilitate the local
investigation of the early projects and operations of the Corporation. There
are at present five Regional Corporations covering twenty-five territories.
Other subsidiary Corporations, or changes in those already formed are under
consideration.

In the appointment of Directors of these Regional Subsidiary Corporations,
efforts are made to secure when possible the services of men with local
. knowledge and experience, and provision has also been made for the appoint-
ment of Regional Advisers who are selected for their local knowledge of
and long acquaintance with the agriculture and commerce of the territories
concerned.

The Board of the Corporation recognise the wisdom and indeed the
imperative necessity, in view of the magnitude and diversity of their opera-
tions, of moving toward the widest possible devolution of authority from

5
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Headquarters to the Regions, and in turn from the Regions to the General
Managers of the widely dispersed undertakings. But this development, if
heavy losses are to be avoided, is not one that can be brought about by the
mere decision of the Board. The Corporation is not able to staff its Regional
subsidiaries with executives chosen from among the heads of great businesses,
and yet good management of the Regional units calls for a degree of com-
mercial skill commensurate with that required in great businesses. During
the early years, therefore, it is inevitable that training and guidance and
patient definition of the principles and methods of operation shall be built up
for the guidance of the Regional staffs. Nor do the Board feel that the
Headquarters organisation itself has reached its permanent form. No
organisation like to the Corporation in its widespread and diverse
functions has ever been established before, and it is therefore certain that
as years of experience are gained this great instrument will have to be modified
by such changes as the Board, or the Board in consultation with the Secretary
of State, may find necessary.

The Board are further aware that a well-conceived organisation alone will
not ensure success.  Success will depend upon the quality of the staff
appointed, upon their giving of their best, often in remote areas and under
trying conditions, and upon a large number of other factors which will be
referred to in the pages following.

Economic Background

While it is not the Board’s intention to make the Annual Report a vehicle
for a general survey of Colonial economics, it may be helpful to the Secretary
of State and to Parliament—however well known the picture may be—if in
this first Annual Report a rough outline is given of the background of the
Corporation’s activities as the Board view it.

The Corporation was brought into being for the purpose of improving the
standard of living of the Colonial peoples by increasing their productivity
and wealth. The criticism has been made that increased production for
export is incompatible with improved living standards in the Colonies them-
selves. It is, however, only by increased production and trade that these
territories can earn the funds with which to purchase many of the commodities
and supplies which they at present lack. It is not thought necessary to
comment further on a criticism which is now recognised by informed opinion
in every Colonial territory and, it is hoped, at home, to be a fallacy.

Standards of living in the Colonies are, in general, low. Measured in
terms of productivity per head of the population and taking the net national
product per head in the U.K. as 100, the index of productivity in the Colonies
ranges from less than 5 in most African Colonies to something like 25 in the
more developed West Indian Colonies. Measured in terms of capital, the
amount invested per head of population in the most developed Colonies is
probably not more than 10 per cent. of the national capital per head of
population in the UK., and in Africa it is less than 2 per cent. These figures,
though only approximate, bring out not only the comparative absence of
secondary industry in the Colonies, but also the low level of agricultural
technique and mechanisation. Lack of capital has not, of course, been the
only limiting factor. Conditions of climate, soil, disease, under-nutrition,
ignorance and lack of incentive to work introduce elements of uncertainty
into tropical agriculture. Much is being done by various welfare measures
to bring about an improvement in theefficiency of labour. These latter
measures, assisted by grants under the Colonial Development and Welfare
Acts, are already helping to prepare the way for economic development,

6



while later on the increased wealth generated by economic development will
enable the Colonies themselves to support these necessary social services. The
end in view cannot be achieved in a short time or by the Corporation alone,
or even by the Corporation principally. It requires a united effort by
Colonial Governments, under the aegis of the Secretary of State, by private
enterprise, by the Corporation, and, above all, by the people of the territories
concerned.

This united effort has to be made during a period when what is now
generally known as the “ dollar deficit” dominates world economics. Until
this unbalance can be rectified, world trade must obviously remain hampered
and unstable. The dollar deficit of the U.K. during 1948 was £311 million.
Although the Colonial Empire as a whole earned a net dollar surplus which
in the first half of the year was running at the rate of £37.5 million per annum,
it is noteworthy that sales of tin and rubber to the Western Hemisphere from
Malaya and cocoa from West Africa accounted for almost the whole of the
Colonial surplus. Other Colonial territories, with few exceptions, contribute
to the overall dollar deficit of the sterling area. Moreover the consumption
standards (for dollars and sterling alike) of Colonial territories are held
down by the currency difficulties affecting direct and multilateral trade.

In the short and in the long term, the objective of reducing the dollar
deficit is closely linked with the objective of raising the standard of living
in' the Colonies. This is most clearly seen in the West Indies. The Colonies
of this region import from dollar sources a considerable part of their require-
ments of food and manufactured goods. The average West Indian spends
some 40 per cent of his income on imported goods, the bulk of which come
from the dollar area. In the Bahamas, for example, a total population of
85,000 incurred a net dollar deficit, in the year ending December 1948, of
$6,459,000—food imports being the chief item. There is fortunately some
reason to think that in 1949 this situation will be greatly improved.

Clearly, one method of reducing these deficits might be to increase the
production of food in the area as a whole and if possible also the production
of the simpler manufactured commodities. If this is achieved by developing
new resources using labour which is, at present, under-employed, and capital
equipment which is at present inadequate, real increase in productivity will
result.

Africa, the Board believe, is the most promising field for large-scale
development. The poverty of Africa in terms of capital equipment has
already been mentioned, but it must be realised that further investment on a
scale sufficient to have a real effect will subject the economies of the terri-
tories concerned to considerable strain. Even now, many of the African
Territories are suffering from inflation. This is largely due to the shortage
of a wide range of consumer goods. The first effect of a development scheme
in such an area will be to increase the amount of money in circulation and,
‘obviously, unless additional goods are available upon which this money can
be spent the result will be further inflation. Development must, therefore,
cater for an increased production of goods for the local market, as well
as for export. In the sphere of agriculture much worth-while work can be
done immediately by larger production of crops for the local market and by
using such schemes to popularise more productive methods of peasant farm-
ing. Not all the additional income earned by such schemes will be spent
on agricultural produce. The increased demand for manufactured goods
must be catered for, either by the development of secondary industries or
by increased imports or by both.
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The Far East illustrates an aspect of the Corporation’s background which
cannot pass without mention. The Far Eastern region includes several of
the most highly developed and several of the least developed territories
within the Empire. It is already clear that it is in the least developed,
rather than in the most highly developed territories that the Corporation’s
main work will be done. Hong Kong and Singapore and other such
industrialised areas have other resources of capital and skill upon which
they can draw and they will continue to attract private enterprise. The
more undeveloped territories do not have these other resources to the same
extent. The tasks of development are too large, and the financial return
too distant or the risks too great, in such conditions, to attract sufficient
private capital.

Such is the background, briefly described, of the Corporation’s business.

External Relationships

It has not been the lightest of the Corporation’s inaugural tasks to establish
certain external relationships. Among these may be mentioned not only the
primary relationship of the Corporation with the Secretary of State, his
Department and the Treasury, but also those with Colonial Governments,
with other Government Departments, with private enterprise operating in the
Colonies, and, of course, with Parliament, the Press and the public.

It is not proposed here to attempt to describe the Departmental relation-
ships which have so far been established because clearly they cannot have
reached finality. In conducting its operations, however, the Corporation has
to take so many factors into account in addition to purely commercial con-
siderations, and has to explore the repercussions of its undertakings in so
many directions, political, Departmental, local, commercial, and so on, that
the Board cannot but be grateful for the indulgence and patience which have
been vouchsafed to them from so many quarters during their first year, in
particular by the Secretary of State and by members of both Houses of
Parliament,

The Board of course recognise certain controls upon their activities as
inevitable, and some of these controls are clearly prescribed in the Act of
1948. They recognise, too, the policy of His Majesty’s Government as the
creation of a planned economy, but the Board feel they should state their
conviction that if real achievement is to be attained against all the physical
difficulties of Colonial development, a certain measure of freedom to venture
and to act in circumstances of doubt should be accorded to the Board and
executives and the local managers of the Corporation.

As the Secretary of State himself is aware, the Board have sometimes
felt, during the course of this first year, that if they are required to move
always and only on the rails of exact planning, obtaining the full concurrence
of various Government Departments and outside interests which may have
views to assert, it may be difficult to move at all ; and they have therefore
welcomed every measure of freedom and independent initiative, within
the general requirements of economic policy, which the Secretary of State
and the Chancellor of the Exchequer have felt able, in their interpretation of
the terms of the Act, to concede. They feel bound to state that they
continue to feel some concern on this issue, and refer again to it later in the
report.

The Corporation is exerting every effort to work in close and friendly
co-operation with private enterprise in the various territories. In some cases
undertakings can be, and are being, launched by the Corporation and private
enterprise in partnership which could not be carried out by either party
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alone. The Board have hitherto met with full co-operation from the
managements of private concerns generally, both in the Colonies and in the
United Kingdom. They desire to do everything in their power to foster this
relationship. The Board would wish to add that a close and friendly relation-
ship is maintained with the Overseas Food Corporation.

Choice of Projects

It need hardly be reported that the Corporation, in common with most
other sources of finance, has no lack of proposals of varying degrees of
soundness. The despatch which the Secretary of State, as a first step, sent
out to Colonial Governors in December, 1947, before the Corporation had
been legally established, brought forward in a few months a large number of
projects in all stages of preparation. Indeed, in nearly every Colony, there
already existed numerous, sometimes voluminous, plans, surveys and reports
directed to the economic development of the territory. Some of these were,
in the Corporation’s view, practical, well thought out and efficiently prepared.
Others were of a more theoretical character. The Board believe it necessary
to avoid all embracing and grandiose economic development plans in favour
of the selection of more concrete proposals, even if these are less ambitious
in their size and scope. By this method alone can they follow out the
lines of enquiry and consultation prescribed by Statute, and arrive at a
balanced judgment on the advantage to the Colony, on the physical prac-
ticability, and the commercial soundness of a proposed project, to say
nothing of its demands on scarce materials and labour and transport resources.

One result of this procedure is that development schemes in the first
phase cannot be expected to conform rigidly or exactly to an elaborate list
of priorities. Any aitempt to submit them to Departmental adjudication on
those lines would involve such interminable study and discussion as would
weaken the drive and momentum behind the project and perhaps make it
necessary repeatedly to reconstruct its outlines to meet changing circum-
stances. The Board hope that their applications for capital sanction will con-
tinue to be examined in the light of certain simple and paramount criteria,
of which the benefit to the local economy is the first.

In addition to the qualitative problem of selection, the Corporation has to
be on its guard quantitatively. It has to be careful not to admit to the new
administrative organisation a larger number of proposals than can be effi-
ciently and thoroughly examined. Apart from the high cost of investigation,
it has to avoid the all too easy error of swallowing more plans than it can
digest and put into successful operation. It is believed that an efficient
internal procedure has been devised to prevent this mistake, without running
fthe risk of careless or ill-considered rejection of proposals seriously put
orward.

Those projects which, after preliminary study, are accepted in principle,
are classified as *“ A projects, and into them the most careful investigation
is made. To this part of their duty the Board and staff feel it necessary
to give their assiduous attention. In so doing, they have, perhaps, a less
enviable task than that of the banker, who has to ask himself, “Is the
money safe? ” Their more difficult task is to balance risk against caution,
to answer the question “Is this a fair risk in the circumstances? ” Some-
times the circumstances are inexact and changing, the scene of operations
is primitive, or even, at the outset, unexplored. Occasionally a venture
has to be launched despite the presence of some unknown factors such as
might result in summary rejection of the scheme on orthodox principles of
investment as applied in more highly developed countries.
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The difficulties of estimating whether a given project will be commercially
sound may be exemplified by a proposed cacao growing scheme. Different
authorities may in such a proposal produce estimates of potential yield vary-
ing between 600 and 1,000 Ibs. to the acre, and a possible future price
varying by as much as £50 per ton or more. On 15,000 acres, if all went
well, the higher and more favourable estimate would show a large profit,
while the lower and less favourable estimate would show a large loss. Other
incalculable or uncertain factors may be present.

If the Board of the Corporation had to demonstrate the safety of the
investment with certainty to Government Departments, or to bankers, or
to the public, they would have an impossible or, at best, a lengthy task.
In such circumstances, they conceive themselves to be fulfilling the inten-
tion of Parliament by acting upon the balance of commercial judgment.
They cannot -accept banking principles as their guide. In the time-honoured
saying of Walter Bagehot “ Caution is the life of banking, but venture is
the life of commerce.” Having weighed up, therefore, with their collective
judgment the facts and figures upon which the success of any undertaking
depends, they deem it to be the intention of the Secretary of State that in
circumstances of unresolvable doubt they should prefer venture to caution,
launch the project, and do their best to push it through every obstacle to
success.

The attitude of the Corporation has been explained at length because the
Board earnestly desire that their policy should be understood and approved
by the Secretary of State and by the British taxpayer whose money they
administer. In this policy the Board have hitherto received the support of
the Secretary of State and of the Treasury, and they are confident that
Parliament and the public, to whom they are ultimately, if indirectly, respon-
sible, will sustain them in this policy, and be content to allow time and
results to confirm their judgment.

These general observations on the choice of projects ought not to be
allowed to obscure more specific and measurable factors involved in assessing
the commercial soundness of an undertaking. For example, the Corporation
has frequently to include in its project costs the provision of housing, public
services and communications. In developed territories such services are
either in whole or in part inherited from the efforts of previous generations,
or, if new, are paid for by general taxation or by the individual user, or
by various forms of subsidisation, as, for example, by rent control. At
present, such costs—often large—have to be borne by the Corporation’s
undertakings. In many cases the Corporation has not only to send heavy
equipment to a Colony, but it must construct the wharf to land it, the road
to take it to its destination, the workshops to maintain it, and the houses
and services for those who will work it. Thus, for example, the transport
cost alone for sending an agricultural tractor from the United Kingdom
to a site in Nyasaland amounts to nearly 40 per cent. of the f.o.b. price, and
constructional steel at its destination in Uganda has incurred transport costs
approaching 100 per cent. of the f.0.b. price. Sometimes, also, the Corpora-
tion has to contemplate measures for increasing the capacity of roads or
railways to carry the output of the undertaking when in full production.

As a general statement, it may be said that the expense of providing
housing and communications, and the minimum of necessary services,
amounts in typical cases to a doubling of the normal capital cost of an under-
taking. It may be contended that expenditure of this kind falls also on
private undertakings operating in the Colonies. Sometimes that is true, but
such costs are accepted only by private undertakings who see, beyond doubt,
a sufficient margin in the price of the product to carry them, as, for example,
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in the case of a lucrative mineral undertaking. The Corporation feels that
it has less freedom in the choice of area and type of project than has a
commercial undertaking. For example, the Corporation must more often
go into new areas which require expensive clearing operations for an agri-
cultural scheme, or which, owing to inaccessibility or other adverse condi-
tions, are sparsely populated or unprovided with public services.  The
additional costs involved in overcoming these -difficulties may amount to
three or four times as much as pre-war costs.

While the Board of the Corporation recognise the intention of Parliament
that they should undertake a certain measure of supra-commercial risk,
they remain restricted in what they can accomplish by the provision of
Section 15 of the Act, which requires them “ so to exercise and perform their
functions as to secure that their revenues are not less than sufficient to meet
all sums properly chargeable to their revenue account . . . taking one year
with another ”. So far from chafing under this restriction, the Board value it
as a clear and useful guide in the selection of projects. But the public in the
United Kingdom and the Colonies should understand its implications.

To assist those who might wish to give further consideration to this ques-
tion, which will increasingly obtrude itself into the picture of Colonial
development, an example is cited below.

Here it is planned to develop a large area in the north of Nyasaland, com-
mencing with the cultivation of tung on an estate of 20,000 acres.

There are no adequate road or rail services between this and more
developed areas of the Colony, and the communications between the site
of the project and the sea-board are long, the nearest seaport at present
being Beira in Portuguese East Africa. Although the main access road will
ultimately serve a much larger area than the tung project, the cost must
be borne either by the Colonial Government or by the project until adjacent
projects are in operation.

In this particular case the Colonial Government has made the project
possible by its enterprise in defraying a large part of the cost of the road,
but in some other cases no such arrangement has yet proved practicable.

PARTICULARS OF CAPITAL EXPENDITURE ON HOUSING AND OTHER SERVICES
REQUIRED IN CONNECTION WITH THE TUNG PROJECT ARE AS FOLLOWS :

Residential Buildings . . £192.000
Welfare and Recreational Buildings, including Hospitals,
Dispensaries and Subsidiary Trading Buildings (Shops

and Stores) ; 24,000

216,000

Services, Water Supply and Electrical Installation ... 83,000

Feeder Roads (excluding roads on Agricultural Estate) Say 10,000

Jetty Nkata Bay 23,000
Engineering Supsrvision ... 20,000
352,000
Main Road:
Say 70 miles at £6,500 per mile £455,000
Less: amount to be contributed by
Nyasaland Government ... 250,000 205,000
£557,000

Estimated Total Capital Expenditure on project by the
Corporation, after completion of all roads, is ... £1,648,000

£557,000 represents 34 per cent. thereof.
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In due time the commercially self-supporting aspects of the Corporation’s
work, if it is to expand in accordance with the country’s hopes, may have
to be separated from expenditure of the kind referred to above. The Board
hope that the Secretary of State will give special consideration to this part of
their Report, and in the meantime the Corporation will do its best by
improvisation, by the careful selection of fields of operation and by inviting
the co-operation of Colonial Governments, which it has hitherto received
in ample measure, to overcome these difficulties.

Yield on Capital

The Board wish to say something about the economic yield which they
look for on the money laid out. This, of course, is bound to vary according
to the measure of risk. They have in some cases accepted proposals for
advancing substantial sums of money by way of first mortgage debentures,
e.g., a Malayan electricity scheme at a rate of 4 per cent. They do not regard
public utilities, however, as the main field, or even as a large part of the
Corporation’s field of operation, and the Secretary of State has informed
them that he approves this policy. The bulk of the Corporation’s risks,
therefore, will be equity or ordinary share risks.

The Corporation has found in its discussions with Colonial Governments
that the view is sometimes expressed that the Corporation, having regard to
its public character, ought to accept ceilings on the amount of profit earned
by individual undertakings, beyond which the price of the product, it is
contended, should be reduced, or some other arbitrary method employed to
restrict the yield on the Corporation’s investment to a percentage laid down
in advance. It is argued that unless the Corporation is prepared to accept
this view its operations will not fill the gap between non-profit making
undertakings to be financed as public services and private undertakings
offering yields sufficient to attract private capital. This argument, however,
overlooks the fact that the Corporation will be bound to accept over its whole
field of operations a number of speculative risks which will inevitably result
in some losses, which may be substantial. If an investment of say £1,000,000
should fail, and the capital be lost, it would be impossible for this loss to
be recouped out of the yield on 4 per cent. or 5 per cent. investments. While
the Corporation does in exceptional cases accept the principle of an upper
limit of profit on an investment in ordinary shares, it hopes and expects that
some of its undertakings will make substantial yields in order to counter-
balance low yields and losses.

The Board feel that some of the concern lest the Corporation should earn
excessive profits springs from too sanguine a view of the risks and difficul-
ties of establishing new undertakings in undeveloped territories. The Corpora-
tion is not interested in making, on any undertaking, a large profit for
distribution, because its surpluses will always, by Statute, be subject to the
direction of the Secretary of State, and the Corporation understands that his
direction will be to plough back such surpluses, if and when they are earned,
into other Colonial development, or to use the surpluses to offset losses.

It would be a mistake, in any case, to expect that the Corporation will
earn an overall profit till some years have elapsed. In the development
of our various projects, particularly tropical agricultural projects, where land
clearance and subsequent planting of tree crops are concerned, there may be
a prolonged fructification period during which large expenditures will be
incurred and no revenue earned. The Board are appreciative of the fact
that the Secretary of State, with the approval of the Treasury, has taken
this necessary fructification period into account in settling the terms on
which loans will be granted to the Corporation, but they feel that Parliament
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and the public also should be aware that, while outputs from the Corpora-
tion’s activities will shortly commence on a small scale and will steadily
grow, it will be from three to five years before they are substantial and an
even longer period before the widespread overall activities of the Corporation
can be expected to show a net profit. Any more optimistic forecast would
be contrary to all commercial experience, and could only give rise to un-
warranted and premature disappointment damaging to the whole conception
of Colonial development.
Political Conditions

Before proceeding to that part of this Report which deals with the
Corporation’s specific activities, the Board think it right to make a brief
statement about political conditions in certain territories, It is no part
of the Corporation’s duty to concern itself with political questions except
in so far as they may directly affect the success or failure of its operations.
It might be as well to state, however, that a changing political outlook,
especially when it is brought about by stimulated agitation against British
political influence, and in some cases even against European participation
in commercial development, does not make a favourable atmosphere for
raising the economic standards of any territory. The Secretary of State is
aware, and the Board think it necessary to reiterate that in some such cases,
under the influence of unwarranted suspicion, such exacting conditions are
sought to be imposed upon the inflow of capital, which means the inflow of
British skill, equipment and finance, and especially the first of these, that
they amount in effect to prohibition against our activity. The Board are
happy to be able to state that these territories are in number negligible. In
general, the Corporation has received not only a cordial welcome from the
Governors and people of the Colonies, but most helpful and competent aid
in the common task.

Summary of Operations

The Board attach importance to the closest possible contacts between
their Members and the various fields of operation. Visits by Members of
the Board during the year under review, which are reported below, have
proved of the utmost value in the initiation and examination of projects.

Lord Trefgarne West Indies, British Guiana, Malta, Nyasa-
(Chairman) land, High Commission Territories.
Sir Frank Stockdale ... Kenya, Uganda, Tanganyika, Zanzibar.
(Deputy Chairman) :
Mr. H. Nutcombe Hume Malaya, Singapore, British North Borneo,
Sarawak.
Sir Miles Thomas Nyasaland, Northern Rhodesia.

The Controller of Plans (Mr. Hugh Weeks) and the Controller of Operations
(Sir Ernest Wood) and certain of the Divisional Managers and technical
staff have also visited various territories for preliminary work of enquiry
or operation.

It will be observed from the Organisation Chart that the administration
of the Corporation at the Executive level, below that of the Chairman and
Deputy Chairman and above the Headquarters Divisional Managers, is
divided into the Plans Wing and the Operations Wing, both of which are
served by the rest of the organisation. The Controller of Plans is concerned
only with projects under investigation. When once they have been accepted
by the Board, and have received the capital sanction of the Secretary of
State, they pass over to the Controller of Operations, and become, in the
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nomenclature which has been adopted, “ undertakings”. A sketch map of
Colonial territories is shown at Appendix B, in which projects under the
consideration of the Plans Department are marked (without being classified
into Divisions), while undertakings actually in operation are indicated by a
rectangular panel enclosing the abbreviated name of the Division concerned.
It is in the Board’s view premature to show the classification and scale of
all projects under consideration, because in most of these cases the ordinary
commercial dispositions, such as the purchase of land, etc., have not been
made, and more precise information might lead to undesirable outside com-
mercial activities which might prejudice or jeopardize the proposals.

In addition to the projects marked as “ In operation ” or “ Under considera-
tion ” there are a number of projects which, owing to their prima facie imprac-
ticability or unreadiness, have been placed before the Corporation but not
accepted for formal investigation. These are classified within the Corporation
as “B” or “C” projects and are dealt w1t-11 by different procedures. The
projects marked as “ Under consideration ” in the chart are classified within
the Corporation as *“ A ” projects, and only when they have received this
classification is substantial expense incurred on their investigation. At the
end of the period covered by this Report, the total number of “ A ™ projects,
that is to say, projects under active consideration in the Corporation, is 57:
the total number of undertakings actually in operation is 9. Others have
been .approved by the Board subject to certain details being cleared, or are
in an advanced stage of preparation.

The “ A” projects under consideration are summarised in the following
list:

““ A” PROJECTS UNDER CONSIDERATION AS AT 31ST DECEMBER, 1948
Divisions Territories
British Honduras
British Guiana
Jamaica
Barbados
Bahamas
Dominica
Trinidad i
Falkland Islands ..
Mediterranean (Cyprus}
Gambia v
. Sierra Leone
Gold Coast ...
Nigeria
Nyasaland
Northern Rhodesia ...
Uganda
Kenya
Tanganyika ...
Swaziland
Bechuanaland i
British Somaliland ...
Aden ... :
Malaya
Fiji

—

(3%
S = GO =

* Agriculture
Forestry ;
Animals Products
Engineering ...
Factories
Financial
Fisheries
Minerals

57

Lh
| B om0 Loy 19 1o OV I = 3 it e RO N B B e

- Agrlcultural projects under consideration form a higher proportion of the whole when
measured by capital commitment involved than by number of projects.
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Undertakings in Operation

The undertakings actually in operation may be briefly summarised as
follows:

WEST INDIES*

BRITISH GUIANA

1. Gold Dredging. A loan secured by a convertible debenture was made to
British Guiana Consolidated Goldfields Ltd., a company which owns dredging
concessions on the Mahdia, Potaro and Konowaruk rivers in addition to
certain other alluvial gold mining areas. The company at the time possessed
one dredge which was in use on the Mahdia river, but since this area will
be exhausted within a year or so the money loaned by the Corporation has
been used to purchase, transport, and instal a second dredge which will
operate on the Potaro river. The dredge on the Mahdia will be dismantled
and overhauled when this area is worked out and will then be moved to the
Konowaruk. Drilling has already been carried out on the Potaro and
Konowaruk rivers, and substantial areas of payable ground have been proved.

2. Manaka Timber Concession. The British Guiana Government’s proposals
for the co-ordinated development of the Colony’s timber resources by the
Corporation covered three main areas.

Block A—The Bartica Triangle;
Block B—The Kartabo Triangle ;
Block C—The lower west bank of the Essequibo river.

An area of 93,000 acres in Block C was held under lease. The lessee had
built a railway some 54 miles long down to the wharf on the foreshore at
Manaka, and his preparations were approaching the production stage. The
lessee had decided to sell, and as it had been made clear by the Government
of British Guiana that it was essential that the three blocks should be
developed within a single co-ordinated plan and as the Manaka area was the
key to Block C, the Corporation acquired the property from the holder and
prepared to develop it accordingly.

The Concession will now form an integral part of the Corporation’s general
plans for forestry development within the Colony, and particularly for the
opening up of the rich timber bearing areas which lie beyond the Concession
itself.

Arrangements have been made with Steel Brothers and Company Limited,
a firm with wide forestry experience, to act as managing agents for the Cor-
poration. A Manager is already on the site and it is intended that operations
shall reach a substantial scale at the earliest possible date.

TURKS AND CAICOS ISLANDS

3. Salt Production. The economy of the Turks and Caicos Islands is almost
completely dependent upon the salt industry at Grand Turk, Salt Cay and
South Caicos. The industry has been in existence in these islands for over
200 years; present methods of production are out-of-date and inefficient.

Production is by the solar method, from sea-water evaporated in salinas
‘by the heat of the sun and the wind. There are at present 47 salt producers
of whom 8 are responsible for 76 per cent. of the total output. The output

* The inclusion of any territory in the Corporation’s Regional Organisation is for internal
-administrative reasons only and has no other implication.
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of the industry is regulated by the Salt Industry Board, a statutory body
with an export monopoly.

The need for reorganising the industry has been emphasised repeatedly in
the past. The Underwood Report (dated April, 1948) recommended that
the industry, to be operated efficiently, should be brought under unified control
and completely reorganised and re-equipped ; the total capital cost of
implementing the Report was estimated at £350,000. As a result of this
Report, the Governor proposed that the Corporation should take over the
industry. 5

It was accordingly agreed with the Governor and owners that the owner-
ship of all the salinas should be vested by ordinance in a company to be
set up by the Corporation which would issue debentures to compensate the
former owners.

The operations of the Corporation will involve substantially increasing
production beyond the current output of 50,000 tons per annum by re-
habilitation of the salinas and provision of additional loading equipment to
accelerate the turn-round of ships. A pilot refining plant will also be built.

The necessary technical staff have been recruited, and before leaving
for the Island, they made a study of modern salt technology and production
methods in Europe and at Aden. It will be the duty of the resident engineer

to prepare plans for further expansion, as and when experience shows it to be
feasible.

WINDWARD ISLANDS

4. Rebuilding of Castries (St. Lucia). The town of Castries, capital of
St. Lucia, was devastated by fire in June, 1948, 24} acres of the business
and official centres of the town were completely destroyed and housing for
2,500 people was wiped out. Public funds have been made available to the
Government of St. Lucia to the amount of £700,000 for the rebuilding of
the town in addition to bank loans for the financing of private building ;
but since the task is, in fact, entirely beyond the administrative and
technical resources of St. Lucia or, indeed, the Windward group as a whole,
an approach was made to the Corporation to act as managing agents and
consulting engineers for the Government of St. Lucia in this operation. Agree-
ment has been reached with the Government as to the basis of the agency.
A well-known firm of U.K. contractors has been engaged actually to carry
out the work under the Corporation’s supervision ; and it is proposed to
begin work by the middle of 1949.

FALKLAND ISLANDS

5. Sealing. In the past sealing and the production of seal oil so reduced
the herds that the industry could not be maintained. A survey has, however,
recently been made of the beaches in the Falklands and has established
that the herds are now of a sufficient size to sustain commercial operations.

In addition to the oils, certain by-products are obtained including seal
liver oil (rich in Vitamin A), seal residue meal and fertiliser meal.

The Governor has agreed to grant licences to take seals and sea-lions
in the Falkland Islands and the South Orkneys. The licences will be
granted to the Manager who has undertaken to assign them in due course
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to the company which is being formed to work this undertaking; the
Manager has had extensive experience of the work, and was himself respon-
sible for the preliminary survey.

One vessel has been purchased and is being refitted in the UK. and a
second vessel will be purchased. The first will sail for the Falklands in the
early summer of 1949, and the second will follow shortly thereafter. A shore
station will be established in buildings already available, to process the
catch ; a novel and unusually economical process will be used, which has
been evolved by the staff of the undertaking.

WEST AFRICA
GAMBIA :

6. Poultry and General Farming. There is being established in the Gambia
a large farm devoted as its first aim to poultry and egg production, but
suitable also for general farming. The undertaking entails clearing 10,000
acres of orchard bush over approximately two years. An area has already
been cleared sufficiently to enable the nucleus of the poultry farm to be
established and sites prepared for housing; clearing will proceed simul-
taneously with the expansion of farming activities. The leasing of a further
20,000 acres is being considered for future development. The land clearing
operation involves a fleet of sixteen crawler tractors of which about half
have been delivered and are at work, and a number of lighter vehicles ;
adequate repair and maintenance facilities and a machine shop are pro-
vided. The opportunity has been taken of testing different land clearing
techniques and of trying out various forms of equipment, in particular U.S.
and European crawler tractors.

Two saw-mills have already been set up to deal with the timber production,
consisting chiefly of mahogany, rosewood and other hard woods which are
highly resistant to insect penetration and therefore in demand in the Colony
and elsewhere for building and other purposes. It is anticipated that the
proceeds from the sale of timber will substantially offset the cost of clearing
the ground.

The poultry project envisages a production of 20 million eggs and 1 million
pounds of dressed poultry annually ; a laying flock of 200,000 head of poultry
will be reared bred from the finest producing strain. The initial consignment
consisting of 10,000 eggs for hatching the mother flock will shortly be
delivered to the farm. The services of a veterinary consultant specialist
have been enlisted. An abattoir will be established and also a cold storage
plant capable of accommodating one month’s output.

An interesting feature of this project has been the recruitment of skilled
Bahamians who are undertaking the training of African personnel.

Other farming operations include the establishment of an experimental
farm and the sowing of various crops such as maize (from Hybrid seed),
peas, beans and sorghums ; it is expected that some thousands of acres will
be planted by July.

Equipment for the whole undertaking has already been purchased and its
delivery to site is well ahead. A contractor has been appointed and con-
struction work is in hand, commencing with the process buildings.

A European staff of 70 and their families are already on site (including
the ground clearance team, who will later move on to other undertakings of
the Corporation). Good temporary accommodation for them has been found
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in the nearby Government Rest Camp at Fajara pending completion of the
permanent houses. So far, about 400 Africans have been engaged locally,
but their numbers are increasing.

CENTRAL AFRICA

NYASALAND

7. Tung Growing. Tung oil is used primarily in the paint industry and 1s
to some extent a substitute for linseed oil. It is obtained from the fruit
of the tung tree. The tree (Aleurites Montana) has a limited life cycle
estimated conservatively at about 30 years; no substantial yield is obtained
until 4 years, and maximum yield 11 years, after planting ; maximum yield
is maintained for about 10 years; and thereafter, there is a progressive
decline. The main source of tung oil in the past was China, but supplies
from that country are now scarce and quality variable. There is a strong
demand from the U.K. and there is a hard currency market for the oil in
America.

Tung oil is already one of Nyasaland’s exports, present production coming
almost entirely from the Southern Province. Nyasaland possesses the only
experimental station in the Empire devoted solely to work on tung growing,
and in 1946 the Government initiated a small preliminary investigation
scheme into the possibility of large-scale development in the Vipya High-
lands in the Northern Province. A tung project in the Vipya was submitted
to the Corporation by the Government.

The Vipya Highlands are an undeveloped area of about 1,500 square miles.
The land is fertile and suitable for a number of different crops. The area
is healthy and is in part suited to European settlement. There are only
a few native villages in the area, but a reserve of labour exists in the surround-
ing areas, between 50 and 150 miles away, from which some of the natives at
present migrate on short-term contracts to the Rand or the Rhodesias.

This is one of the long term undertakings.

The Corporation proposes clearing and planting with tung some 20,000
acres in the Vipya and will also take over the development work already
initiated by the Government and will reimburse the Government for its
assets at valuation. The whole area should be in production by 1960 and
maximum yield reached in about 1965. Three oil expressing plants will be
set up. At maturity the scheme as now planned should yield over 5,000
tons of oil a year.

Since the Vipya is totally undeveloped, the Corporation will have to pro-
vide roads, factory buildings, housing and a jetty ; a farm of some 10,000
acres will be progressively established in the Limpasa Dambo, which will
be reclaimed and cultivated. This farm will provide food for the European
and native workers, and land is also available for cattle grazing. In addition
to tung, the potentialities of the Vipya area include cattle, food grains and
possibly tea and wattle. The tung undertaking will form the nucleus from
which these other activities can be developed.

An engineering reconnaissance party made a thorough preliminary survey
for road work and analyses of soil samples have been obtained from the
agricultural areas. Ring barking of forest trees (a necessary preliminary
to clearance) proceeds steadily.
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8. Fisheries. The Corporation has combined with a commercial concern
which will manage the undertaking, to develop the fisheries of Lake Nyasa ;
the concern in question had previously carried out an investigation at its own
expense into the fish resources of the Lake. The main output of the under-
taking is likely to be in dried fish for which there is a keen demand from
tea and tobacco estates. In addition, there will be a limited market for the
sale of fresh fish to the European population, The Corporation is likely
itself to take substantial quantities of the output as its undertakings develop.
The processing of livers for vitamin oils may also prove to be a major
source of income.

In addition to carrying out fishing on its own account, the company which
is being formed to work this undertaking will purchase the surplus catch
of the native fishermen and will assist these latter with advice and equip-
ment so as to encourage native production.

FAR EAST
NORTH BORNEO

9. Manila Hemp. There is a current world shortage of Manila hemp
which is likely to continue. The Philippines are the major source of supply
and are, of course, in the dollar area. North Borneo is believed to be
eminently suited to the cultivation of Manila hemp on a large scale.

The Corporation has purchased from the Custodian of Enemy Property in
Borneo five ex-Japanese hemp estates, totalling some 14,000 acres; about
7,000 acres are still virgin jungle and only about 2,300 acres are under hemp
in fair condition. The estates were entirely neglected during the Japanese
occupation and four of them are affected by disease. Shortage of staff since
the war has prevented the elimination of disease and the general rehabilitation
of 1the estates which is urgently necessary for the economic well-being of the
Colony.

The Corporation has entered into an agreement with a commercial concern
to form a joint company to take over these estates, the concern in question
providing the management in agreement with the new company. An adjoin-
ing coconut estate and small farm are also being developed as ancillaries to
the main undertaking.

If this undertaking proceeds satisfactorily, the Corporation will later com-
mence operations on its own account on another area of about 20,000 acres.
This area is at present undeveloped and various crops will be grown in addi-
tion to hemp. In this operation the Corporation is assured of the assistance
of the joint company in advice and the provision of trained staff, seeds and so
forth.

Capital Commitments

The total capital commitment in respect of the undertakings in operation
is £3,034,000 (excluding the cost of re-building Castries which amounts to a
further £700,000). The prospective capital commitment of “A ” projects
under investigation, if all reach acceptance in their present form, would be
nearly £35,000,000.

(These figures include only the actual commitments or prospective commit-
ments, and do not include increases of capital which may be included in the
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schemes as the possibility of further developments occurs, but in respect of
which no commitment has been made or is intended to be made at the first
stage.)

Report on Divisional Operations

A further brief report is submitted on the work of each functional Division
of the Corporation.

EQUIPMENT DIVISION

The Corporation’s plans, both for area development work and for the
promotion of individual industries in the Colonies, have necessarily been to
a large extent governed by the possibility of obtaining essential equipment of
which there is a world shortage or which is available only from hard currency
sources. ‘The universal demands of post-war reconstruction have, for
instance, placed a heavy strain on the supply of electrical generating equip-
ment, heavy engineering and agricultural equipment, and cement plants ; a
variety of items of day to day consumption such as nuts and bolts, nails and
wire, and electric cable, have been and continue to be difficult to obtain in
the desired quantities. As a result of these shortages, the Corporation has
found it necessary to defer consideration of certain proposals and on others
to accept a slower rate and more restricted scale of development than might
otherwise have been possible.

Perhaps the most serious deficiency, and certainly that of most general
application, is of finished steel products. Shortage of structural steel limits
building, shortage of wire affects agricultural proposals, and lack of sheet
steel raises difficulties in the manufacture of drums and other containers.
These points have a direct application, but the Corporation is equally con-
cerned with the effect of the steel shortage on the availability of a variety of
other tools and equipment. The Corporation asks for and obtains the
support of the Colonial Office in obtaining special consideration, but even
with this aid has to compete with a number of other claimants at home and
in Colonial territories.

The Corporation has decided to establish pools of equipment and mainten-
ance workshops in its main centres of activity overseas, and a central Equip-
ment Depot in the United Kingdom. The latter is in process of formation.
The rate of progress will to some extent be governed by the fact that much
of the equipment required for ground clearance and road making is in short
supply. The most serious shortage is undoubtedly in the heaviest category
of crawler tractors of which none are produced in the United Kingdom.
Machines of this type, of proved efficiency, can be obtained only from the
US.A. and paid for in dollars, but experiments are being carried out with
an Ttalian model ; and, as the Secretary of State is aware, steps are being
taken to produce a model in the United Kingdom. The Corporation is
anxious to avoid recourse to second-hand equipment because of the heavy
work involved in land clearance and the importance of mechanical efficiency ;
this difficulty is exacerbated by the shortage of workshop equipment and
particularly of heavy machine tools. The extent and method of obtaining
currency for dollar purchases are under careful consideration.

Although the position is changing, in some cases rapidly, the following
short list will give an indication of the major items required which are in
short supply and the approximate delivery dates which are being quoted :
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ITEM DELIVERIES

European
Lok U.S.A. and other
Agricultural and Land Clearing countries
Equipment
Heavy crawler tractors ... ... None 12-18  6-10 months
manufactured months (Ttaly)
Plant and Machinery
Heavy electrical equipment such as ~ 12-24 12-24 624 months
transformers, cables, switchboards months months  (Switzerland
and hydro-electric requirements, and Italy)
generators and alternators.
Heavy sawmill equipment ... 6-18 6-12 6-12 months
months months  (Belgium and
Switzerland)
Heavy machine tools (lathes, 6-12 3-9 3-12 months
grinders, etc.). months months (Belgium and
Switzerland)
Engines
Heavy industrial and marine engines ~ 6-12 3-9 6-12
months months months
Special Processing Plant
Cement factories ... ... 12-18 months
Abattoir equipment ... ... 12-18 months l e
Fishmeal equipment ... 12 months p
Finished Steel Products
Barbed wire, plain wire, staples ... 5-6 Immediate Immediate
; months delivery delivery
in small inferior
quantities quality
Nuts and bolts 2-6 Immediate Immediate
months delivery delivery
in small American inferior
quantities thread quality
Structural steel ... Quantity short, and long delivery

The Corporation has planned its general programme as precisely as is
possible at this stage in the light of equipment problems and has prepared
a forward buying estimate phased to conform with this plan. The programme
is necessarily elastic and the equipment procurement arrangements will
need constant adjustment in the light of changing circumstances. It is,
however, hoped by this means to anticipate any preventable hold-up and to
utilise the available resources to the best advantage.

AGRICULTURAL DIVISION

Although the Agricultural Division is regarded as potentially the largest
sphere of the Corporation’s activities, the bulk of its activities is still in the
preparatory stage. Among the primary objects of this Division (as of the
Animal Products and Fisheries Divisions) the increase of food production
for local consumption takes first place.
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There are projects under investigation for the production of oilseeds,
cereals, fruits and fibres. It will be appreciated that these schemes take
some time to prepare, particularly owing to two facts: first, that there are
few large areas in Colonial territories ready for immediate agricultural
production, and secondlv- because it is necessary in opening up new areas
under tropical conditions to take special precautions against soil erosion
and rapid depletion of fertility by leaching.

The agricultural projects under investigation include plans for the improve-
ment and expansion of peasant production in co-operation with the Cor-
poration, and, in a few areas projects for large scale production under the
direct supervision of the Corporation. In nearly every case these last involve
expensive preparatory measures, such as land clearance, irrigation or drainage,
or road construction and other work. In territories of high rainfall, or
brief intense rainfall, the greatest precautions have, as indicated above,
to be taken against soil erosion, and it should be remembered that large
scale single crop production by annual rotation is seldom possible without
loss of soil fertility. Even the clearance of land must be undertaken with
every precaution against soil erosion, as in heavy-rainfall areas soil left
unbound by vegetation is subject to serious and sometimes devastating
erosion by water or, in drier areas, by wind. This factor has been in the
past serious enough under conditions of hand-cultivation in small cleared
areas by local methods ; with mechanical cultivation and complete clearance
of land it is necessary to guard even more carefully against the dangers of
erosion. At the same time the Board are glad to be able to report that
in the Agricultural Division they see opportunities of large-scale production
which, given the necessary time for preparation (which cannot be short
in any event and which in the case of tree crops must take a number of
years) will come to fruition. :

The Board have reason to hope that in their second annual Report they
will be able to present to the Secretary of State as undertakings in operation,
two or three large schemes which will make a substantial contribution to
Colonial productivity in the sphere of agriculture.

ANIMAL PRODUCTS DIVISION

Because of the world shortage of animal products the views of the Board
on the prospects of mitigating this shortage by an increase in Colonial
production are given below.

Animal husbandry in the Colonies holds out very large possibilities. A
well organised and balanced animal industry would benefit the economic
and human welfare of the Colonial peoples by increased crop and stock
yields. The Board believe that the prospects are of an order which, if
vigorously pursued, will make a material contribution to world meat supplies.

Existing Conditions. Livestock in Africa are mainly owned by nomadic
tribesmen or herded on communally owned grazings. Numbers irrespective
of quality, represent the wealth and social status of the owner. This leads
to overgrazing, which causes erosion, impoverishment and malnutrition, and
thus results in losses from disease and starvation. This low and fluctuating
level of stock nutrition has hitherto impaired most of the work of the
Veterinary Departments and only by a more realistic and comprehensive
policy will greater achievement be possible.

22



The present high incidence of disease prevents any surplus meat finding
a European market at present, other than as processed meat. This involves
elaborate equipment. A guaranteed “ throughput ” is necessary to justify the
erection of abattoirs with costly processing machinery.

Future Development. Any attempt to increase livestock output, more
especially meat products, must embrace a clearly defined policy in harmony
with a balanced agriculture. This policy involves :

(1) Land conservation ;

(2) Extension and development of water supplies ;

(3) Pasture improvement with controlled grazing ;

(4) Discouragement of annual bush firing ;

(5) Control of nomadic husbandry and elimination of over-stocking.

Environmental Influences. In tropical countries, more especially in Africa,
environmental factors are fundamental in determining how far genetic im-
provement can be achieved. Adequate feeding of indigenous cattle is an
essential prerequisite of further improvement by management, selection and
breeding.

Immediate Development. Elevated areas exist which are suitable for
European livestock, but, until the disease factor is resolved, attention will be
devoted to production of processed dairy, pig and poultry products. Plans
are in preparation for stock improvement schemes on the lines indicated, first
to meet increasing internal demands and later to provide export supplies.

Kenya, Bechuanaland, Nyasaland and Somaliland have been visited to
assess their potentialities, while a large scale poultry project has already been
launched in the Gambia ; further schemes are under investigation in Swazi-
land and the Falkland Islands.

ENGINEERING DIVISION

The Engineering Division of the Corporation is engaged in various pre-
paratory operations. Some are under its direct control and others are in co-
operation with local contractors. The importance of organising this Division
on the right lines, however, has led the Board to delay the final set-up until
they can prepare more thoroughly the Corporation’s methods of co-operation
with existing contractors and until a clearer view is obtained of the avail-
ability of American equipment to supplement the equipment obtainable in
the United Kingdom.

FORESTRY DIVISION .

The Forestry Division has already embarked, in co-operation with private
enterprise, on a large scale extraction and conversion programme in British
Guiana, and is actively investigating other undertakings elsewhere, especially
in East Africa.

FISHERIES DIVISION

The Fisheries Division is fully alive to the importance of increasing the
supplies of this food to mitigate the wide-spread protein shortage of tropical
diets. A number of factors militate against rapid development of tropical
fisheries but the Corporation expects in its second Annual Report to be able
to point to projects in operation.

FACTORIES DIVISION
A number of projects for food processing as well as two or three other
substantial projects are in an advanced stage of preparation by the Factories
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Division. The reorganisation of the Turks and Caicos Islands salt production
has begun and is being handled by this Division.
HOTELS DIVISION

The Corporation has recently set up an Hotels Division and will this year
be submitting to the Secretary of State a number of proposals for the erection
of hotels of a satisfactory standard in those territories where the need for such
accommodation is urgent. In this, as in other fields of the Corporation’s
activities, it is often difficult to assess the commercial prospects. In many
Colonial territories there are few or no satisfactory hotels upon which com-
mercial and other visitors can rely, and visitors are frequently put up only as
guests of Government or commercial officials. Statistical or other precise
information as to the demand for such accommodation is not easy to obtain.
In some places the Corporation will begin by constructing hotel accommoda-
tion on a small scale, and will enlarge it as experience warrants and as
building and equipment delays can be overcome.
MARKETING DIVISION

The Corporation has also set up a Marketing Division to which it attaches
the greatest importance. It is expected that over the course of years the
annual product of the Corporation’s activities will amount to many millions
of pounds. Some of this product will be marketed in the United Kingdom,
some in the United States and some elsewhere. It is imperative that the
iICorporation should be able to form estimates of future prices, to make
market surveys, and to avoid complete dependence on the existing channels
of wholesale distribution. At the same time the Corporation recognises to the
full that it would be inadvisable even to attempt to set up a self-contained
marketing organisation which would dispense with the use of existing channels
of distribution. The Marketing Division is therefore preparing, and will
shortly submit to the Board, proposals upon which will be founded the
marketing policy and methods which the Corporation will adopt.

Statement of Accounts

The Balance Sheet of the Corporation as at 31st December, 1948, and
supporting Tables, with the report of the auditors thereon, is submitted here-
with in the form directed by the Secretary of State with the approval of the
Treasury.

() FORM OF THE ACCOUNTS

Up to 31st December, 1948, the end of its first financial year, the Corpora-
tion has been engaged in building up its own organisation and in preliminary
investigations into a large number of projects. A number of these are now
being actively pursued, but none have within the period covered reached the
revenue earning stage.

It is contemplated that in later years a normal form of Profit and Loss
Account and a Divisional Operating Account will be submitted. For the
first year, however, while expenditure is very largely of a capital nature on
development, the Accounts take the form of a Balance Sheet accompanied
by two supporting Tables:

Table 1. Fixed Assets and Depreciation analysed according to the
appropriate Divisions of the Corporation.
Table 2. Administrative Expenditure.

The projects hitherto adopted are for the most part of a medium or long
term character involving an extended period of development. The consequent
preliminary losses are treated as a part of the cost of development of such
projects. Revenue from some of the Corporation’s undertakings will begin
to accrpe during the second year. :
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(2) BALANCE SHEET

The Balance Sheet sets out in summarised form the objects to which the
Advances received from the Colonial Office have been devoted. The Fixed
Assets acquired on the various projects have been grouped together under
their appropriate type of asset. The item of Development Expenditure is
the total expenditure to 31st December, 1948 (other than on specific fixed
assets separately stated) on the general development of projects.

(3) TABLE 1. FIXED ASSETS AND DEPRECIATION

Table 1 sets out the fixed assets and depreciation reserves of the Corpora-
tion. Fixed assets have been valued at cost less depreciation where they
have been taken into use, otherwise at cost. Details are given of the
analysis of the assets and depreciation according to the operational Divisions
of the Corporation.

(4) TABLE 2. ADMINISTRATIVE EXPENDITURE

The item of Administrative Expenditure totalling £77,059 is the London
Head Office expenditure after allocating to Development Expenditure the
proportion applicable to projects. It represents the cost of establishing a
Headquarters organisation and operating it during the period to
31st December, 1948.

Conclusion

The Board desire to complete this Report by expressing to the Secretary
of State their gratitude for the indulgence which the Corporation has received
in both Houses of Parliament and in the Press during the period under
review. It will be readily understood that no substantial undertaking can
be launched without creating widespread repercussions and ripples in political
and commercial circles. An agricultural project, for example, is bound to
give rise to criticism of the effect upon United Kingdom agriculture, upon
existing commercial producers, upon the suppliers of equipment, and some-
times upon local interests. Scarcely any of the undertakings which have been
announced have been immune from criticism (some of it misinformed) of
various kinds. But on the whole the Board are more than satisfied with the
reception the Corporation has received from Colonial Governments, with
the co-operation it has received and is receiving from commercial concerns,
and with the tolerance and goodwill which the public have shown towards
its operations during a period when very little publicity could be given to
its work. In their relations with Government Departments, and especially
with the Secretary of State and his Department, the Board wish to record
that any differences of approach or interpretation of the Statute of incorpora-
tion which have arisen have been dealt with in a strong desire to find a
solution of these differences. The Board and the staff of the Corporation
do not hope or expect to be immune from criticism, but they will be glad
indeed if the spirit of constructive criticism and suggestion which they have
hitherto experienced can be maintained, and they will endeavour to be worthy
of that spirit.

All Members of the Board and of the staff of the Corporation are conscious
of the importance of their task, and they hope that their endeavours will in
the course of time earn the full confidence of the British people at home and
overseas, and make some material contribution to their well-being.

(Sed.) TREFGARNE

Chairman.
24th May 1949.
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APPENDIX “A”
ORGANISATION CHART

Board Cclnmmillees

BOARD
CHAIRMAN
(LorD TREFGARNE)
' |
Secretary of Liaison Ofgﬁcer with Commercial Liaison lﬂfﬂra_llaﬁon
Corporation Colonial Office and Officer Officer
(Mr. Sinclair Hunter) Colonial Governments (Mr W.L Morden) (Mr. M Cheesewright)

(Mr. J. P. Cunningham)
EXECUTIVE COUNCIL
Members : Chairman, Deputy
Chairman, Joint Controllers,
Director of Finance
In attendance : Higher

Finance & Accounts.
(Mr. R. F. Daly)

officials as iequircd
1
JOINT CONTROLLERS
'
Pla Operations
(Mr. Huglf Weeks) (Sir Ernesf Wood)

REGIONAL CJBRPORATIONS

7

CHAIRMAN : LORD TREFGARNE

Intelligence

| | Mr. W. S. Hindle  Mr. G. Roddam

Mr. E. B. Mount  Mr J. L. S. Gayner Mr. J. I. G. Borthwick

.

Colonial Development Corporation (West Indies) Ltd.  Colonial Development Corporation (Central Africa) Ltd.

CHAIRMAN: SIR MILES THOMAS

Mr. D. Sinclair Hay

Mr. Hedley W. Priest
Personnel Legal Colonial Development Corporation (West Africa) Ltd. Colonial Development Corporation (East Africa) Ltd.

4

& Statistics (Lt.-Col. (Mr. H. W. i Not : . ;
(Hon. Penclope Piercy) D G, Shillito) Gheis ;&A[;{Ma}: hor )e:;ppz;ﬂu-’édl‘ . CHAIRMAN: SIR FRAI.\U\ STOCKDALE
(Acting) Edwardes) r. D. Morley-Fletcher r. J. E. Lejeune Mr. L. Hood  Mr. F. C. G. Stratton
Colonial Development Corporation (Far East) Ltd.
CHAIRMAN: Mr. H. Nutcomee HumE
Mr. G. Egerton Mott  Mr. F. 5. McFadzean
Commercial Operating Divisions k. I
DIVISIONAL MANAGERS
Eqpip;{nent & Agricl]ltuﬂ'. Minerals Factories Hotels
Major Supplies (Mr. C. W. Drenth) (Mr. H. A. Cochran) (Mr. A. Moncrieff) (Mr. A. P. Allan)
(Mr. E. Harle) : | '
Crops Forestry
(noi_: yet (Mr. L. G. Hunt)
-appointed)
Animal leducts Fisheries Engineering & Works Marketing
(Dr. A. B. Fowler) (Dr. H. H. Brown) (Mr. R. W. Stanton) (Mr. G. C. G. Charvet)
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COLONIAL DEVELOP
ACCOUNTS FOR YEAR
BALANCE SHEET

LIABILITIES
£
CoLONIAL OFFICE—ADVANCES ON CAPITAL Account (Note 2) ... ... 615,000
SUNDRY CREDITORS AND ACCRUED CHARGES ... 81,128
PRrOVISION FOR SUPERANNUATION 2,200
Notes:
1. The maximum borrowing powers of the Corporation are:—
(@) £100 millions, and
(b) £10 millions in respect of sums borrowed temporarily, by way of
overdraft or otherwise.
2. The Colonial Office Advances which are made under Section 12 (1) of the
Overseas Resources Development Act, 1948, are repayable by annuities
commencing st April, 1956 and 1957, and terminating Ist April, 1988
and 1989. No interest is payable in respect of the period to 3lst
December, 1948. The rate of interest in respect of later periods has
still to be settled.
3. The Subsidiary Company did not trade prior to 31st December, 1948, and
has no liabilities or assets other than paid-up capital and cash. Consoli-
dated accounts are not therefore submitted.
4. Balances in Colonial and Foreign currencies have been converted at the
rates ruling at 31st December, 1948.
5. The Corporation has actual commitments amounting to approximately
£155,000, apart from potential commitments, of a capital nature, arising
from development schemes in the Colonies.
£698,328

Report to the Colonial Development Corporation by the Auditors appointed under
of State

We have audited the above Balance Sheet, together with Tables 1 and 2 annexed thereto
and belief were necessary for that purpose.

So far as appears from our examination, proper books of account have been kept by
received from the overseas offices not visited by us.

In our opinion, and to the best of our information and according to the explanations
Books of Account, give a true and fair view of the state of the Corporation’s affairs as at

11, Ironmonger Lane,
London, E.C.2.
19th M ay, 1949.
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MENT CORPORATION
ENDED 31st DECEMBER, 1948
AS AT 31st DECEMBER, 1948
ASSETS

Fixep Assers (Table I):

Leases, Freehold and Buildings, at cost less depreciation
Investment in Colonial Operating Company, at cost

Furniture, Fixtures and Office Equipment, at cost less deprematlon

Tractors and Vehicles, at cost less depreciation...
Equipment and Loose Tools, at cost
Development Expenditure ... =

INVESTMENT IN SUBSIDIARY COMPANY, at cost
CURRENT ASSETS:
Stocks on Hand at cost or market value, if lower
Sundry Debtors and Prepayments...
Cash at Banks and in Hand

ADMINISTRATIVE EXPENDITURE (NET) to 31st December, 1948 (Table 2)...

(Sgd.) TREFGARNE,

Chairman.

(Sgd.) F. A. STOCKDALE,
Deputy Chairman.

(Sgd.) R. F. DALY,

191,468
50,208
24,994
83,349
61,776

128.667

540,462

100
9,191

. 26,647
. 44,869

80,707
77,059

Director of Finance.

£698,328

Section 16 (3) of the Overseas Resources Development Act, 1948, by the Secretary

for the Colonies

and have obtained all the information and explanations which to the best of our knowledge

the Corporation, and proper returns, adequate for the purpose of our audit, have been

given us, the said Balance Sheet and Supporting Tables, which are in agreement with the

31st December, 1948,

PeaT, MAaRWICK, MitcHELL & Co.
Chartered Accountants,

29

Auditors.
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Table of Fixed Assets and Depreciation as at 31st December, 1948

TABLE 1

DIVISIONS
AOIAL L(?::’]I)(?éq RE?;?SQL AGRI ANIMA ENGI
- IMAL -
CULTURE | PRODUCTS | NEERING | FACTORIES | FISHERIES | FORESTRY | MINING
£ £ £ £ £ £ £ £ ¥ £
Fixep Assers, AT CosT:
Leases, Frechold and Buildings | 192,229 30,432 7,673 500 14,602 — - — 139,022 —
Investment in colonial opera-
ting company ; 50,208 — - - C- — - — — 50,208
Furniture, Fixtures' and Office
Equlpment i 26,078 14,446 2,668 —- 8,625 — - — 339 =
Tractors and Vehicles. .. : 87,168 3,591 7,595 3,337 66,332 — — — 6,313 —
Equipment and Loose Tools 61,776 — 32 693 31,434 146 2,250 81 27,140 —_
417,459 48,469 17,968 4,530 120,993 146 2,250 81 172,814 50,208
Deduct: f
DEPRECIATION:
Leases, Freehold and
Bu]]dmgs 761 761 — — - - — — — —
Furniture, Fixtures and
Office Equlpment 1,084 1,084 —_ —_ — — —_ — — —
Tractors and Vehicles 3,819 343 317 139 2,764 — —_ — 256 =
Total Depreciation 5,664 2,188 317 139 2,764 — - —_— 256 —
411,795 46,281 17,651 4,391 118,229 146 2,250 81 172,558 50,208
DEVELOPMENT EXPENDITURE oOn
Projects and Investigations
(Net), including exploratory
expenditure on projects not
pursued, regional expenditure
and proportion of London
Office expenditure ! 128,667 —_ 19,532 16,146 55,598 13,552 4,706 4,754 13,187 1,192
£540,462 | £46,281 | £37,183 | £20,537 |£173,827 | £13,698 £6,956 £4,835 |(£185,745 | £51,400




TABLE 2

Administrative Expenditure to 31st December, 1948
(including Reimbursement to Colonial Office of Expenditure prior to date
of Incorporation, 11th February, 1948)

£
Remuneration of Members: .
Fees 3,473
Salaries ... 9,000
12,473
Staff Salaries and Wages ... 54,574
Superannuation Provisions ... 2,264
Recruitment Expenses—Staff =1 2,624
Travelling and Allowances ... 8,005
67,467
Less: allocated to Development Expenditure ... 29,528 —
Rent, Rates, Lighting and Heating 15,491
Office Cleaning and Expenses 1,674
Stationery, Cables, Postages and Tclcphones 6,687
Depreciation ... 5,664
Less: allocated to Deve]opment Expcndlture 3,477 %l
Audit Fee 472
Sundry Expenses 570
77,493
Deduct:
Debenture Interest Receivable ... 108
Miscellaneous Receipts ... 326
—_— 434
£77,059

(65453) Wt 7215265 7/49 D.L. PRINTED IN GREAT BRITAIN
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TO:

FROM:

SUBJECT:

o 7 -

POl
INTER HONal/gANK FOR RECONSTRUCTION AND DEVELOPMENT |

FFICE MEMORANDUM 0C/ 27 Recy

Mr, Eugene R. Black, President DATE: October 24, 1950

D, Crena de Iongh, Treasurer

L4

: In offering you herewith a report on the long-term and medium-
term finance institutions in Europe which I visited, I wanted to add
some observations which I would appreciate discussing with you, In
case you should think these suggestions worthwhile following up, you
might want to have them worked out further and discussed in the Staff
Loan Committee,

24 Capital formation in each country and the machinery to invest
it locally are, of course, closely interrelated. Both are tied in
with international capital movements,

3. The I,B.R.D., being an institution which plays an important
role in the international movements of capital, is therefore interested
in capital formation and the manner of its distribution in each coun-

try.

ke It has occurred to me, for that reason, during my contacte
with the institutions visited that an organized contact with some of
them, and maybe a number of others, might be of great utility for the
I.B.R.D.

5o Such a contact with the institutions mentioned and with others
might, for example, be established in a conference on capital forma-
tion and distribution, organized under the auspices of the I.B.R.D.
which is, apart from direect government finaneing, the most important
distributor of capital export and will become more and more so. As
internal capital formation and the need for capital import are so
much related as mentioned under 2., an integration of both fields
under the Bank's auspices seems natural and in accordance with the
Bank's purposes.

6. Another thought has occurred to me, however, which might
interest the I.B,R.D. Thought has often been given by the management
of the I.B,R.D. to the founding of a subsidiary which could handle
international capital movementes without governmental guarantees, If
this thought should lead to concrete proposals and the I.B.R.D. invited
governments to take part in such a subsidiary, this might not have the
desired effect. However, should the I.B.R.D., succeed in setting up
such an organization with one or more institutions for long-term fin-
ance in each country, then the result desired might be obtained, The
organizations in question are close enough to the governments to have
their full confidence while, on the other hand, the fact that they

are run on a private basis makes them natural partners for such an
undertaking. Although Switzerland cannot become a member of the Bank
as it does not want to become a member of the Fund, the Swiss may be
expected to take part in a new organization of that kind.

*ﬂ
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7 I have been closely connected with an international long-
term credit institution founded in Amsterdem, in which Netherlands,
German, Austrisn, Swiss, American and British capital was involved,
which worked quite well. This institution did the financing partly
out of share capital and partly out of money borrowed from its
shareholders,

8, In trying to combine in one institution, as was done in the
case of the I.B.R.D., countries which are virtually borrowers with
others who are lenders, it should be mentioned that while the finan-
cial situation in many countries is improving, the strict difference
between capitel-importing and capitel-exporting countries is gradually
being blotted out as such countries which are considered to be

capital importers are also in a lesser way forced to do some capital
exporting.

9. I realize that in most if not all ceses a participation by
the local long-term finance institutions would necessitate changes
in their statutes which are mostly based on local transactionms.

10. Should an idea like the one given above lead to further
study, one of the points to be considered would be the fact that
the European institutions functioning in mature economies are dif-
ferent from the "fomento" type. Such a consideration might lead to
the creation of more than one institution,

11. If the latter course were to be followed, a European bank
for transactions in Europe and related overseas territories might
bring about, under the leadership of the I.B.R.D., the formation
of a European investment bank, an idea which is now being discussed
in Europe in rether vague terms. A European investment bank as
discussed in Europe could hardly be expected to find dollar mesns.
A set-up as suggested above, however, might solve the difficulty
through the direct cooperation of the I.B.R.D.

12, As a new organization would handle only part of the inter-
national cepital movements, the present type of transactions of the
I.B.R.D. would, of course, continue, A close contact to be
established with the institutions of long- and medium-term credit
which know conditions of capitel formation and distribution
their own countries so well would, I am sure, be of gre
the work of the I.B.R.D. in any case.

Enclosure

i
ce Mr. Garner i w #35)



REPORT ON INSTITUTIONS CONCERNED ¥ITH
LONG-TERM, VEDIUM-TERM. AND EQUITY
INDUSTRIAL FINANCING IN EUROPE__

b N The purpose of my trip in Furope was to obtain more information through ver-
sonal contacts on the organization and working methods of organizations of the type
of the "Herstelbank" and related institutions, which now play a great part in the
furnishing of long-term and short-term credit and, in some cases, equity capital to
industry, The part such institutions play in their respective countries is in many
ways comparable to the role of the I.B.R.D. in the international field, Apart from
information useful for its own operations which the I.B.R.D, may get through study-
ing the working experience of local institutions specialized in the field of action
mentioned above, it may also, by cooperating in its loans with the national organiza-
tions, profit from the local knowledge of such institutions. Besides, these insti-
tutions are in a position to supplement the foreign exchange loans of the I.B.R.D.
by furnishing local currency to such enterprises which may need, as is mostly the
case, foreign as well as local loans for the execution of their projects,

2, Institutions such as mentioned above did not exist in Furope before the first
world war, their field of action being fully covered by the existing private
machinery, Countries such as those visited all had before the first world war long-
term money markets, although some of them were more developed than others, while the
system of mixed benking filled existing gaps. Although even after the second world
war long-term markets continue to exist, their importance has much diminished, al-
though the London market still plays an important role.

3. While in some countries the need to pay war dameges led to the creation of
institutions such as Credit National in Belgium and France (although at the time not
on a para-statal basis), lack of private capital and the crisis of the thirties led
to further developments in this field, the more so as the mixed banking systems
showed their weaknesses in a number of countries as the banks became illiquid. The

cleaning up of the banking situation, necessary as it was, eliminated useful 1nst}u-
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ments of long- and medium-term financing and other instruments had to come in their
stead. The after-effects of the war, devaluations, high taxes and rising risks, also
wiped out a great part of the accumulation of savings in private hands, narrowing
still further the market for industrial investments in the form of shares or bonds.
Another cause for the need of new institutions, based mostly on the last-named
reason, was the lack of capital for investments of certain types (the kelillan gap)
which led, e.g. in the United Kingdom (although there belatedly, only after the
second world war) to the foundation of the Finance Corporation for Industry and the
Industrial and Commercial Finance Corporation, and in Holland of the lNederlandsche
Maatschappij voor Industriefinanciering, now taken over by the Herstelbank.
be While, for all the reascns mentioned, the financial machinery for quiumv and
long-term financing had to be revamped after the first world war, £helgecond world
war still further accentuatgd this need. New institutions were founded and creations
of the period following the first world war were further elaborated. The worse the
situation.grew and the greater the discrepancy between savings and investment needs,
the more sucﬁ institutions became instruments of the governments, as.apart from the
technical needs for new institutions the scarcity of savings led more and more to
government interference in the distribution of them. It must be said, though, that
even in those cases where the government has legally a paramount influenqe on the
institutions, nevertheless as in all cases the institutions are run as separate
units, they are mostly able to handle their affairs as much in the form of private
business as possible, One may say that practice here is of greater importance than
a specific legal relation to the state and that as long as savings are insufficient,
the influence of the state on strictly orivate transactions can be at least as

great as if executed through the powers incorporated in the statutes of para-statal

institutions.
5. In many cases, foreign credits and loans are handled through the institutions

and while they often place their own bonds on the market, they derive their means



3
for a large part from savings which are centralized in the treasuries and redistrib-
uted by the governments, It should be added here that as nationalization oroceeds,
some governments use up large amounts of such savings for government-owned enter-
prises, a tendency which would, in its turn, impair: the importance of the institu-
tions.
6. It is clear that there is a great variety of institutions in each country
which work in the field of long-term investment and that it was necessary to meke a
selection excluding e.g. the mortgage banks which also play a role in the industrial
field. In the selection of the institutions to be visited, I was guided by the
advice of the Fconomic Department and of the Executive Directors of the respcctive
countries, In each country I was furthermore greatly assisted by the help and
edvice of the Central Banks, which made all the contacts for me and later enabled me
to form a more general picture of the long-term market than could be obtained from
telks with the various institutions separately. Thile in Paris I had the opvortun-
ity, apart from discussions with the heads of two French institutions, of talking
with Mr. Colbjornson of the Norwegian delegation and with lir. Richardson of the
Australian delegation, so that I eculd add my imoressions on den Norske Industrie-
bank in Oslo and the Industrial Department of the Commonwealth of Australia in
Sydney. Apart from these latter talks, I had conversations with the management of
the following institutions.

france

Credit National pour faciliter la Fepzration des Dommages causes
par la Guerre,

La Caisse Centrale de la France d'Cutre lier.

Italy
Istituto liobiliari Italiano (I.M.I,),

T Istituto ver la Ricostruzione Industriaele (I.R.I.),
Consorzio di Credito per le Opere Pubbliche,

Istituto de Credito per le Imprese di Pubblica Utilitas,



Italy (continued)
Entgs Finanziementi Industriali (E.F.I.),
liediabanca,

The Netherlands
Maatschappij tot Financiering van het Nationaal Herstel (Herstelbank),
Nederlandsche Participatie Maatschappij.

Belgium

. Societe Nationale de Credit a 1'Industrie,
Caisse Generale d'Epargne et de Retraite,
Institut National de Credit Agricole,
Caisse Nationale de Credit Professionel,
Institut de Reescompte et de Garantie.

United Kingdom

Industrial and Commercial Finance Cornoration, Ltd.
Finance Corpcration for Industry, Ltd.

Colonial Development Corporation.

¥ \\\ Detailed descriptions of the institutions mentioned are given in an annex to
\\b i this report.
Apart from discussions with the managements of the institutions nemed and
with the Central Banks, I had discussions on the subject in various countries with
a number of bankers interested in long-term finance.
T The machinery through which savings are channeled into long-term investment
in Europe has undergone nothing short of a revolution since the first world wer and
the subsequent crisis of the thirties, and the effects of the second world war have
only accelerated this change. gt
Capital formation is generally too small, although to a different aegreeéig;

each country, to satisfy all investment needs. Even in cases where a country used

to be capital exporting, local needs now exceed capital creation. But especially
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the machinery which brings investment and canital formation together has changed
enormously, as the capital formation is centralized in different hands and there-
fore the system of distribution needs to be different too. Although in each
separate country the situation differs according to circumstances, esvecially in
relation to new capital formation, the general picture is always the same,

a., Capital formation in the hands of wealthy private persons has
greatly diminished.

b. Savings (being an accumulation of a great number of relatively
small amounts) through the savings banks is very important.

¢, Capital formation in the hands of institutions such as in- |
surance companies is growing in imvortance in most cdunﬁrieé.'

d, Jégio—?&n&nqiyg, especially in countries whose currencies
have undergone large decreases in value, has increased as

_a source of capital formation,

e. As confidence in private obligations is often not very greét,
the guaranty of the state (either direct ﬁr indirect) is in
many cases necessary to attract savings to be invested in
industry.

f. Capital formation as a whole is insufficient for investment
needs,

g, The government takes a great part of the savings for its

own ourposes and in many cases for its own nationalized

e

enterprises,
8. While in France for various reasons the nrivate capital market is extremely
restricted, there is a certain amount of private investment activity in Italy, also
in Holland and Belgium, while in the U.K. private onerations are quite important;
as a corollary the operations of two local institutions form only a minor part of

total transactions.
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9. There is, however, another important point which should be mentioned here.
While the present machinery in each country may now be adequate for investments in
the form of loans, the lack of large accumulations of capital in private hands
which enables its owners to take equity risks in new and small and medium sized
undertakings forms a great handicap for the rise of new enterprises. In Belgium,
for example, where new money could formerly be found for the development of new
enterprises and for enterprises of a medium size, it is difficult to find funds for
such purposes now, while existing enterprises of the larger sizes can find money
through the Caisse d'Epargne or the Credit National, in the form of loans or through
auto-financing.
10. Thile auto-financing is, of course, useful and may even be necessary for
individual enterprises, it nevertheless is not a logical solution as it may create
accumulation of capital in the hands of enterprises who do not need it and anyway
gives a preference to existing enterprises of a big size., It may be added here that
the big management-trusts of the type of the Societe Generale de Belgique and the
Brufina, which own and run a great number of enterprises, may be in a position to
spread the means created by auto financing within their group over a variety of
industries., Besides, in countries like Holland and the U.K, where devaluation has
not reached the dimensions that it has in France, Italy or Belgium and where
methods of taxation prevent this sort of capital formation, auto~financing cannot
play the same role,
o 7 5 Although it seems far more difficult to replace the initiative and the will-
ingness to run equity-risks of the private capitalist by any institution, yet s;;e
of the institutions described have been founded for exactly that purpcse. In
Holland it is the Nederlandsche Participatie Liaatschapnij and in the U,K, the .
three institutions named which are willing and equipped to run equity risks ;nd, in--
the case of the three U.K, institutions, to give loans as well, while the Colonial

Development Corporation even goes further as in reality it is a sort of menagement



trust.

12, It may be said in conclusion that while lack of 'savings necessarily plays a
great part in the change of the aspect of the capital market and an improvement of
the accumulation of savings will certainly change this aspect, yet the structural
changes in the way savings are accumulated will continue to have its effects on the
financial machinery which distributes such savings and therefore it will te desirable
for the I.B.R.D. to follow up development in this field,

13. I would also like to point out that as all the countries visited have finan-
cial machinery equipped to handle local as well as international capital movements, .
the skill and experience to cooperate with the I.B,R.D. in this field exists and can
be drawn upon. -

14. It would seem to me that for the reasons mentioned, a cooperation with such-
financial institutions as visited will be very different from that of somewhat
similar institutions in underdeveloped countries where the initiative of the.I.E,R.D.

to obtain results will probably have to be much greater..

D.Crena de Iongh
October 24,1950



Brussel, 14 October 1950,

Waarde Heer Crena de Iongh,

Met dezen heb ik de eer U, bijgaand, de tekst
van Uw zeer interessante voordracht over de Internationale
Bank terug te sturen.

Met bijzondere belangstelling heb ik van deze
tekst kennis genomen waarin op zo geestige wijze crediteur
en debiteur met wolf en schaap vergeleken worden.

Het deel van de uiteenzetting over de geleidelijke
uitbreiding van de markt van de obligaties door de Bank
uitgegeven in de Verenigde Staten,toont aan voor welke
moeilijkheden de Bank, bij het@ﬂ*on van haar werkzaamheden,
stond.

Het was mij een bijzonder genoegen met U kennis
te maken ter gelegenheid van Uw verblijf te Brussel en
ik hoop, dat U een volledige documentatie heeft kunnen ver-
zamelen over dé@ problemen die U interesseren.

Ik heb U een paar overdrukken overgemaakt van
mijq artikels nl. over de "Internationale Kapitaalbewegin-
gen"en de"monetaire Problemen van de Beneluxlanden".

Mag ik U vragen mijn beste groeten over te maken
aan de Heer Basyn ?

Inmiddels teken ik, waarde Heer Crena de Iongh,

met de meeste hoogachtiq;,7)

/jzz;%¢2y<22%;7

De Heer Crena de Iongh,

International Bank for Réconstruction and Development, -
1818 Hestreet N.W.,

WASHINGTON DyCeb.s ¢
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r/"/ EMISSIONS DE CAPITAUX

(millions de francs)

Montants nominaux

10

2\
a}

'\\"‘ i

: . 1 Soeldétds industrielles et commerciales :::“g:::‘ :
- - t ! obliga- | . : joapital |
¢ Anndes 1 : g ‘tlons : ghominal
) ¢ capital @ montant s capital s capital ¢ nettes semprunts
i ¢ nominal t 1ibéré s nominal &t nominal ¢ (1) sintérdsurss
H ] 3 ] H F - sseulenents
s H 3 3 s 3 s (2) .3
3 3 : ¢ t ' t ]
s 1936 8 3465 3 31,215 3 236 8 3.701 688 3 2,401 ¢
P2937 ] Mawr6 ) w5y} 20022} 6498 ) 14255 ) 64955
$ 1938 t 1.929 s 1,811 @ 596 § 24525 8 676 3+ 2.535 3
g : ¢ H s E s :
: : ' : : H : :
t 1945 t 14775 8 143783 1.09% 8 2,869 ¢ 1,935 ¢ 13.112 2
P19w6 50720 7 W.536 7 881}  6.601 § 34126 § 68055 §
3197 3 B.516 8 7.689 ¢ L.WBh 3 9,998 3 Mh.503 1 104653
;1948 1 28,750 § 27.365 ; 24265 ; 31,015 § 4.823 § 8,260 ,
: 1949 $ 11.232 ¢t 104509 ¢ 1,908 3 13,140 ¢ 3,646 3 1%.740 3
F 4 ] H ] ] H] ] H
s : 3 3 B ' i 8
t 1950 t s H ] ] ] H
2 " s A ;8 H t
tler trim.] 2,083 ; 1.753 ; 245§ 2,328 ! 757 §  3.150 }
: : : t : s : s
: H : : B : : B
: : 2 t : : p :

[$)) Mmt 1es montants ELDArds sur souseriptionsd’actions, 1es
éuissions d’obligations, les primes d’émlssion, moins les 1!
tions autres qu’en espéces et J.os émissions destindes au rembour-
sement d’anciens emprunts,

(2) Y coupris les emprunts des organismes parastateux plwés auprés de
la Caisse d?Epargne,



Principales constitutions de soclétés belges

et congolalses par actions

(millions de franecs)

Montants nomingux

S U5 B0 00 60 55 28 B0 S0 OF 05 20 A0 &5 OF O SF 98 &0 S5 99 B0 G0 S5 O S0 S8 8 S5 3% 4E S5 08 W &5

: : capital

Période 2 lom de la socidté . nominal .
. : émis "

) : ]

i348 _ : :
juin :Sceiété Hétallurgique du Xatanga : 262 :
$3.4e des Colorants de Tertre ] 210 )
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septembre sinco Sarma : 60 3
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dicenbre t"sso Standard H 2%0 t
t ] s

' s H
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Principales émissions d’obligations de socidtés belges

et congolalses par actions

(millions de francs)

Montants nominaix

.“n-““ﬂﬂﬂ--.”ﬂ---'nﬂ'-“ﬂ--‘ﬂﬂ"ﬂ.'ﬂﬂ-

' ; Capital
période . vor de la socidté - nominal
M . émis
t ]

FULT R il .
janvier | Ougrée-iarihaye T 150
avril s Minlére et métallurgique de Rodange : 55
wal : Crédit Mutuel hypothécaire : 60
novenbre ¢ Hrufina s 50

: Tannerie et maroquinerie belges : 50
d‘ﬂﬁbrﬂ 3 SallaCele I L] ,"‘5{-}

H s

t s

m t t

janvier & Centrales électriques des Flandres el du s
¢ Brabant t 5%
tévrier | Société d’Electricité de 1’tscaut T 150
: Interbrabant : 50
: Phenix Works : 80
juin t Métallurgique de Sambre et lMoselle s 75
juillet § S.N.C.I. ; 500
cctobre 8 Géomines ] 50
3 H
s t

m . H
janvier & Métallurgique Espérance Longdoz : 50
février | John Cockerill P50
mars t Union intercommunale des Centrales dlece 3

¢ triques du Brabant ] 50
juillet | John Cockerill T 50

: s

B s

] t

.'_j

-.uuﬁu-ﬁﬂuﬂu-ﬂuﬁnu-.n---ﬂn-u-uu--u-ﬂ-



Emissions des pouvolrs publics
(millions de franes)

Montants nominaux

Date
d’émission

Désignation

Hontant
émis
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janvier
juin
Juillet
septenbre
octobre
novenbre
Janvier
nars

juin

octobre

février
Bars

Juillet

Crédit Commmunal de Belgique

Certificats de Trésorerie

gté Nle des Chemins de fer belges
Ville de Lidge

Ville d’Anvers

Régle des Tdlégraphes et Téléphones
Ville de Bruxblles

Emprunt de la Reccnstruction 2e tranche
5té Nle des Chemins de fer belges
Régle des T¢légraphes et Téléphones
Ville de Cand

Ville de Lidge

Certificats de Trésorerie

Sté Kle des Chemins de fer belges
négle des Télégraphes et Téléphones
Certificats de Trésorerie

Emprunt de la Reconstruetion 3e tranche
5té Nle des Chemins de fer belges

750
3.700
1,000

250

300

600

300

34500
1.090
1,400
200
250
84300

1.500

650
1,000
34500
1.500
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Principales augmentations de capital de sceiétés belges

et congolaises par actions

(millions de franes)

- Montants nominaux

T ' !ontant !
¢ Date : s e,
:ﬂ'émissiuu : Nom de la soclété ::;n%aggﬁn:
: s 3 t
s lou8 H H :
:septembro : Banque Vationale de Belgique : 200 :
H ¢ Forges de Clabecq 3 640 3
joctobre : Société Nationale de Crédit & 1’Industrie; 205 |
tncvenbre @ Union Chimique BSelge $ 350
: : qaffinerie Tirlemontolse : 67% :
H ¢ Phendx Works H 152 3
: : Fabrique Nationale d’Armes de Cuerrs - 210 §
: : Acdéries et Minidres de la Sambre : 19% 3
: : Métallurgique de Sambre et loselle : 317 :
sdécembre ¢ Glaces et Verres $ 250 &
: : Union générale belge d’Blectrieitéd : 112 :
H t John Cockerill H 707
- ; Bell Telephons 2 100 }
H t Distrigaz ] 150
: } Charbonnages du Bols du Lue - 155
s t Cokerles du Brabant ] 150 ¢
: : 5té provinciale du Gaz et de l'alactriﬁzi: 365 :
: t Tlectrogas H 127 3
: : Usines Custave Boél : 300 :
s t Charbonnages André Dumont 3 700 2
: : Charbonnages de lonceau Fontaine : 436 :
] t Antwerpsche Casmaatschapplj t 25% 3
: : Papeteries de Genval : 228 :
1949 : ' B
tdanvier ! Fabrique de Fer de Charlerol - 155 |
sfévrier $ Produits Chimiques du Limbourg H 103
imars ; Société immobilidre du Pare : 130 }
t ¢ Chaudidres et Radiateurs Idéal : 110 ¢
: : Pternit : 250 :
tavril t Grands Magasins Au Bon Marché : 100 s
: ! Charbonnages de Helchteren st Zolder . 525 §
smal t Orands Yagasins & 1’Innovation t 125 ¢
- 3 Brasserie de Haecht - 168 }
: : Gevaert Phote Produkten : 200 :
: s s L]
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Ppincipales augmentations de capital de sociétés belges

et congolaises par actions

(millions de franes)
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Form No. 58 {/15

(5-48) INTERNATION BANK FOR RECONSTRUCTION ANL EVELOPMENT
o -
OFFICE MEMORANDUM
TO: pr. Paul Rosenstein-Rodan DATE: Qctober 23, 1950

FROM: 7. Burke Knapp
SUBJECT: /wﬂ\~ _ 7
I ’

Attached is a memorandum from Frank Fetter suggesting further
lines of exploration which should be pursued in connection with his
report on development corporations. Would you please consider what
should be done here, bearing in mind that Marrama will be back at the
end of the year and might take charge of this work. . )_" S
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October 13, 1950
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Dear Mr. Fetter:

In response to your request of Octover 6,
I am enclosing herewith a copy of the mamuscript of
the development corporation study.

Simolul;r yours,

Mrs. A. Moore
Secretary to Mr. Clark

Mir. Frank W. Fetter
lepartment of Economics
Nortimestern University
Evanaton, Illinois

Enclosure

.

G



Form No. 57
{5-48)

TO:

FROM:

SUBJECT:

INTERNATIONAI BANK FOR RECONSTRUCTION AND NDEVELOPMENT

OFFICE MEMORANDUM

Jo Burke Knapp DATE: 19 September 1950
Frank W. Fetter J/{/U 7

Report on Development Corporations

In the report which I have just completed on development corporations it
was not possible to cover every country, and in the course of the study it
became clear that there were aspects of development corporation activities,
which I believe arc of great importance, that we would not be in a position
to cover thoroughly. Specifically I would suggest that the following problems
deserve further study: |

1,

2e

3.

b,

Se

FWFsie

A completion of the preliminary surveys made for Haiti, Mexico and
Peru, and the preparation of reports on Argentine and Brazil,

A much more intensive study that we were in a position to make of
the relation between financing by development corporation and total
net investment in individual countries.

The policy of development corporations in the matter of sale to the
public of its stock holdings or other investments, the abllity of the
private capital market to absorb® such investments, and the attitude
of labor groups in individual countries toward the policy of turning
over successful enterprises to private capital.

The relation of planning bodies to the organizations that supplied
the funds for development financing, We received in the coursec of
our study a very hazy picture of what the real situation 1s, and I
suspect that in practice the law and the regulations will tell
comparatively little, and that the answer can be gotten only by a
study of the activities of these institutions in individual countries,

An appraisal of the question as to how far an institution like the
International Bank should go in promoting the organization of and
participating in the management of a development corporation, Such
a study should involve a more careful review of the experience of the
Export—Import Bank with the development corporations in Bolivia,
Beuador and Haiti, and an examination of the International Bank's
experience with the development banks in Ethilopia and Turkey.



Form No. 57
(5.48)

TO:

FROM:

SUBJECT:

p
INTERNATION* BANK FOR RECONSTRUCTION AN" E=VELOPMENT _/( .

A OFFICE MEMORANDUM ‘”

Mre A. . Ge Hoar DATE: September 15, 1950
Jo Burle Knapp

Loang/of the International Bank to Development Corporations

After consulting with Kaymond Cope, I did not show
Dr, Fetter Cope's memorandum (returned herewith), but gave him the
substance of Cope's remarks to the extent that they were relevant,

Cope's general remarks on Fetter's paper and his suggestions
for including reference to European institutions arose from a
misunderstanding of the nature and purposes of Fetter's paper. So
far as the Turkish Industrial Development Bank is concerned, Fetter

is completely rewriting this section of the paper on the basis of
Cope's comments plus some of my owne

.......

Attachment



TELEGRAM-ADRES: \I
TRADING AMSTERDAM

Amsterdam C., 9 September 1950.

Mr.A.J.Steendi jk.

Zeer geachte Heer Crena de Iongh,
Necrefima.

Tot mijn grote spijt kon ik U niet eerder de gevraagde gegevens
over de Necrefima verschaffen, daar grote drukte in den loop van deze
week mij belette mij nog eens in de zaak te verdiepen. Ik heb de
dossiers van Algemene Zaken gisteren nog eens doorgezien en deel U
near aanleiding dearvan het volgende mede.

De Necrefima werd 21 Juli 1928 opgericht met een kapitaal van
f.15,000,000.~ gewone en f.35,000,- preferente aandelen, waarvan
werden geplaatst en volgestort f.3,000,000.- gewone en alle prefe-
rente aandelen. Verder werden 200 oprichtersbewijzen uitgereikt.

De directie bestond uit twee of meer directeuren, terwijl de
statuten bepaalden, dat er minstens drie commissarissen moesten zijn.
Verder regelden de statuten ook de aanwijzing van een credietcommissie
van vier leden, uit en door commissarissen te benoemen,

De winstverdeling wes als volgt: eerst preferente aandelen 5%,
daarna gewone aandelen 5%; van het restant ging 10% naar commissaris-
sen, 5% naar de credietcommissie en 1/20% aan ieder oprichtersbewijs,
terwijl wat dan nog overbleef ter beschikking was van de algemene
vergadering van aandeelhouders.

De financiering geschiedde, behalve uit het kapitaal, door middel
van een door aandeelhouders verstrekt voorschot van f.9,000,000.-.

De aandeelhouders waren de volgende instellingen, die de achter
hun naam vermelde bedragen =an gewone sandelen namen resp. voorschot

verstrekten:
Aandelen Voorschot
{1a 1.1,000.-)
N.H.M. 235 703
Mendelssohn & Co.Amsterdam/Kux Bloch & Co. 234 103
M.M.Warburg & Co,. 219 656
Amstelbank/Oesterreichische Creditanstalt
fir Handel und Gewerbe 125 375
Amsterdamsche Crediet Maatschappij/
Simon Hirschland 125 375 )
Basler Handelsbank 125 315
Dillon Read & Co. 250 750
Robert

Den Weledelgestrengen Heer .
Mr.D.CRENA DE IONGH, .

Hotel Meurice,
PARIJS.




Aandelen Voorschot
(in f£.1,000.-)
Robert Fleming & Co. 125 315
Heldring & Pierson 125 315
International Acceptance Bank 125 315
S.Japhet & Co. 63 187
Industrial Financing & Investment Corp. 62 188
A.Levi 125 375
R.Mees & Zoonen 125 315
N.M.Rothschild & Sons 62 188
Pierson & Co. 125 375
Prudential 500 1500
Schweizerische Bankgesellschaft 125 575
Schweizerischer Bankverein 125 215

Ik hoop, dat dit de gegevens zijn waarnesar U informeerde.

Het zal niet in Uw bedoeling hebben gelegen ingelicht te worden
over het gehele verloop na het intreden van de transfermoeilijk-
heden in Duitsland, de geleidelijke terugbetaling van het voorschot,
de overneming van buitenlandse aandelen door een Nederlands con-
sortium enz. Mocht U intussen daaromtrent nog iets willen weten,

dan kan ik dit uiteraard ook nog nazien resp. met behulp van Willet
reconstrueren.

Ik hoop U hier te ontmoeten, wanneer U na afloop van de ver-
gadering in Parijs nog nesar Amsterdam mocht komen en wverblijf
inmiddels,

met beleefde groeten,

oo et
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Harold ¥, lLargen 1 September 1950
Frank ¥, Fetter '

Drafts of Reports on Development Corporations f ""/ ; 3
in latin America

I am enclosing drafts of the reports that I have written
on development institutions in Chile, Colombia, and Venesuela,

muumthuuthmnntMtMm. 1f 1 have
made any mistakes, or have misinterpreted the data, I would
mach prefer to find it out now than to have someone on
me after the mamuscoript has been completed. You notice
.inmr-lphutthnlhﬂputwﬂmmwm
notes to the effect that a paragraph needs to be rewritten,
I would be very glad if you would make marginal notes, for
a2ltho I have marked two of these as working des 1 still have
the originals, and probably will incerporate all the changes
in the originals,

Mr, Janssens has just completed a draft on Bolivia, and
I sugsested to him that he show that, and alse the Neuaderian
draft if he completes it next week, to you.

I will not be at the Bank next weelk, but will be back on
Monday the 1lth,

enclosures
PiFiie
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OFFICE MEMORANDUM

74 v
Mr. A.S.G,HMoar DATE: WI‘QS |
-

S. R. Cope

Loans of the International Bank to Development Corporations

I have read the preliminary draft of the section on "Loans of the
International Bank to Development Corporations" which Mr. Frank W.
Fetter has prepared. I think it is natural that Mr. Fetter,after being
in the Bank only a short time, should find difficulty in writing a
paper such as the one he has attempted. It is therefore in no spirit
of ecriticism, but with a desire to be helpful, that I make the following

.comments.

1. Mr. Fetter omits to mention Credit National which received a loan
of $250 million in 1947, & loan which might be regarded as falling in
the same category as those listed on the first page of his paper.

2. In some respects too, the loan of $12.5 million made to the Bank of
Finland in August 1949 was similar to a loan made to a development
corporation in that the Bank of Finlend passed on to esach ultimate borrower
a portion of the loan and stood in relation to them in much the same place
as development corporations stand in relation to their borrowers.

3, A more important omission is that of the loan of $15 million to
Herstelbank in July 1949. The Herstelbank is precisely the sort of develop-
ment corporation with which Mr. Fetter is concerned in his paper and T

would have thought that a brief description of this loan and the problems
encountered in handling it would have been useful,

4. He might also mentioned the proposed loan to the consortium of Mexican
banks which is now under discussion. Although not set up in the form of a
corporation, the activities of the consortium will be very similar to those
of a development corporation. He might also consider the proposed develop-

_~ment corporation in Ethiopia.

'l -

5. While many of the facts contained in the section of his paper dealing
with the Industrial Development Bank in Turkey are correct, the section does
not give an accurate impression of the main issues involved and I think the
only way of putting him right is to suggest that he talk with Mr. Diamond.

For example, the first cuestion he posed on Page 4 is as to whether the Bank
should insist on & responsible officer of the Industrial Development Bank
being & non-Turk, satisfactory to the Internationel Bank. The issuse, however,
was not whether the officer should be Turkish or not, it was as to what

means could be taken to ensure that a competent officer was engaged. Moreover,
there was no conflict or controversy between the Bank and the Turks on this
point, which might be implied from Mr. Fetter's use of the word "insist",



6. His second cuestion also misses the point. There was never any doubt
that the Bank would have the right to supervise the end-use of the goods
financed, the only question was the extent to which supervision could be
delegated to the Industrial Development Bank.

7. Thirdly, the cquestion referrgd to by Mr. Fetter in paragraph 3 was not
whether or not the International/should int=rvene in connection with the
incidence of exchange fluctuations. Everyone was agreed from the outset
that the Development Bank should not carry the exchange risk and Phé”dnly
point at issue was whether the Turkish Government or the ultimateVbu{;gggrs
should carry the risk of exchange fluctuations. This, of course, ' a
problem peculiar to loans made to development corporations.

It is, of course, difficult to give the correct emphasis
without being very familiar with actual operations and Mr. Bifter would be
well advised to talk to the loan officers concerned,

My chief cribicisms of the paper, however, are that it
has very little substance; omits discussion of many important points
relating to development corporations; and has very little value as a guide
to the Bank's activities in this field in the future. I note, however,
that this is only a part of a larger paper and perhaps these points will
be covered elsewhere,

2
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Room 3138
24 August 1950
Dear Mr, May:

1 am meking a study for the Bank of the structure and
history of the principal govermment develepment corporations
that have played so important a part in the economic life of
a number of Latin American coumtries in recent years. In
connection with this study, I wish to give a brief account of
the activities of IBEC, both because many of its eperations
are very similar to those of development corporations, and
because it has worked in cooperation with the Venezuelan
Development Corporation,

I find in our files a number of press releases which, I
believe, you sent to Mr, Sameel W, Anderson with your letter
of October 27, 1949, Nxcept for the balance sheet of November
30, 1949, and corregpondence between officers of the Bank and
officors of IBHC, we have no materiul later than that whiech
came with your letter of October 27,

I am writing to agk vhether you could send & cony of the
most recent balance sheet of IBEC, and coples of any press
relenses or reports that may have been made public since your
letter of the above date., It probably would be the gimplest
thing to send them directly to me, and thea I would turn them
over to our Rescarch Files or to tha Library after I have
finished with them, Put 1f pou prefer, you could send them
directly to the Joint Bank-Fund ILibrary.

Sincerely youre,

¥Frank W, Fetter
Consultant

My, Stacy May
I‘SQE‘O.

30 Rockefeller Plasza
Hew York 20. N Y.

FiFile



Room 313 B
22 August 1950

Dear Mr, Oropeza:

I appreciate your thoughtfulness in writing to me
in regard to further material on the Venezuelan Develop-
ment Corporation. Since Dr, Santaella's return to
Washington I have had a long conversation with him about
the Venezuelan Development Corporation, and also obtained
from him the report of the Junta Militar to which you
referred, and the recent report of the Instituto Agrario
Nacional.

My work with the Bank will be finished in about
four weeks, and if you are back in Washington before I
leave I hope that I may have the chance to see you again,

Very sincerely yours,

Frank W, Fetter
Consultant

Alejandro Oropeza Castillo

2a, casa izquierda, Barrio Jimenez,
Guadalupe

San Jose, Costa Rica
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Brussels, August 11°® 1950,

%3"’9 ET DE“E\@
DirecTION
HD/LB. 1356
Dear Sir,
Wy
! r. De Guchteneere has received your letter
of July 31. :

Unfortunately, he shall be absent from Brussels
from the 5th to te 8th October, He must effectively
l preside the general assembly of the International
Thrift Institute which will take place in Paris at that
moment .

He shall be back in Brussels on the 9th of Oc-
tober and shall be very happy to meet you then,

\ However, Mr. De Guchteneere wishes that you
iD should not modify your projects; Mr, De Ridder, Head
of the Department of Economical Studies of the Insti-
tute shall be at your entire disposal.

Yours sincerely,

H. DEWEVRE.
Secretary-General,

Mr. D. CRENA DE IONGH
International Bank for
Reconstruction and Development
WASHINGTON 25 D.C.
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Cher Monsieur Crena de Iongh,

1y {l
N 3 En réponse & votre aimable
lettre du 7 aofit, je dis de suite que je serai
trés heureux de vous voir & votre passage a
Bruxelles si cela peut vous arranger.

|

'@ En principe, je serai ici
4 ce moment, mais il serait toutefois bon de
m'indiquer préalablement & votre visite la date
exacte de celle=-ci.

Croyez-moi je wous prie, cher
Monsi eur Crena de Iongh,

Votre sincérement dévoué,

Ja—

(W. de Munck)

Monsieur D. Crena de Iongh,
International Bank for Reconstruction and
Develpment ,

WASHINGTON 25. D.C.

---«--—r----l--—----nu.---
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August 10, 1950
Noe L0 ; » 195

Dr. Be Ue Ra‘bohford'
Hotel Ankara Palas
Ankara, Turkey

Dear Ben:

As you may know, Frank Fetter, with one or two assistants,
is working on a project here this summer devoted to the collection
of information on development institutions in undeveloped countries,
At his request I am sending you herewith a copy of a preliminary
draft of his material on Turkey, together with a list of additional
information which he would very much like to get in order to
supplement his present sources. Could you or one of your people
have a look at this report and give us comments, including, if
possible, answers to the supplementary questions.

I have only just arrivodbuk fromwytrip‘inWeltern Europe
and since Leonard Rist has left on his vacation things are buszing
around my head.

I'11 take the opportunity to write you again soon. Meanwhile,
best wishes for the Mission and best regarde to you and your
colleagues.

Sincerely yours,

Je Burke Knapp
Assistant Director
Economic Department

cCt 7 ?tm

Enclosures
JBKnapp:rke
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BANCA D'ITALIA Rome, August 8, 1950 %}_ﬂ/

IL GOVERNATORE
AUG 13 Recn

Dear lr.Black,

I received your letter dated July 24, informing
me that Mr.Crena de Iongh, Treasurer of the International
Bank, will be in Rome for one week after his attendance

at the Fifth Annual Meeting in Paris.

While looking forward to the pleasufe of making

 Mr.Crena de Iongh's personal acquaintance, I assure you
that I and my staff will be very pleased to remain at his

disposal for everything he may need during his stay in
Italy. '

Yours very faith'ully,

( Donato Menichella )

/

Mr.Eugene R. BLACK

President,

International Bank for Reconstruction and Development
1818 H Street, !

Washington 25, D.C.
) UIS.AI

|
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INTERNATIONAL BANK FOR
RECONSTRUCTION AND DEVELOPMENT

LITtré B8l-57 waeHINGTON-28-B.C. 07, rue de Lille
Paris (7e) PFrance

P.919 August 7, 1950

lir. Crena de Iongh, Treasurer

International Bank for Reconstruction
and Development

Washington, D.C.

Dear Crena: \J
_ ;
/Thank you for your letter of August 33
1950 (P.Y51). I expect that ygu have received by
now my letter of August I (P.905), and the enclosed
material on the Credit National.

Both Mr. Brunet and WMr. Postel-Vinay have
been most helpful. I have already advised both of
them that you will wish to take up the matter in
more detail in September. Neanwhile, I have passed
your letters on to them.

Best wishes,

Yours sincerely,

beliCe
Walter Hill
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August 7, 1950

kr. Max Nokin

Soclete Generale de Belgique
Montagne du Parec

Brussels, Belgium

Dear W¥r. Nokin:

This is to let you know that I will probably be
in Belgium in the first half of October and would like to
come and see you.

One of the reasons for my stay in Europe after
the Annual Meeting of the Bank in Paris ie over ie to
make a study of long-term finance in Europe outside of the
long-term issues offered publicly, For that reason I am
going to see several of the official and semi-official
long-term finance institutions tut I am sure that you will
be able to add to the picture so I hope that you will be
able to give me some of your time when I come to Hrussels.
I won't feil to let you know ahead about the exact dates
of my stay in Brussels,

Yours sincerely,

DC/met D, Crena de Iongh

E



August 7, 1950

Jhr, W, de Munck, Vice Gouverneur
Societe Generale de Belgique
Montagne du Pare

Brussels, Belgium

Dear Mr, de Munck:

This is to let your know that I will probably be
in Belgium in the first half of October and would like to
come and see you,

One of the reasons for my stay in Europe after the
Annual Meeting of the Bank in Paris is over is to meke a
study of long-term finance in Europe outside of the long-
term issues offered publiecly. For that reason I am going to
see several of the official and semi-official long-term
finance institutione but I am sure that you will be able to
add to the picture so I hope that you will be able to give me
some of your time when I come to Brussels. I won't fail to
let you know ahead about the exact dates of my stay in Brussels,

Yours sincerely,

DC/met D. Crena de Iongh
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August 7, 1950

Mr, Paul Charles
Banque du Congo Belge
14 Rue Theresienne
Brussels, Belgium

Dear Mr. Charless

uf With reference to Nr. Black's letter of July
5 to you, I want to inform you that I will be in
Brussels from October 5 to October 10 and hope to come

to visit you to discuss the matter of long-term
finaneing.

Anticipating the pleasure of meeting you,

Youre sincerely,

DC/met D, Crena de Iongh



.,

August 7, 1950

¥r. Maurice Frere
Gouverneur

Banque Nstionale de Belgique
Brussels, Belgium

Dear Mr. Frere:

Referring to my letter of July 31 in which I
informed you that I wes writing separately tc Mesers,
De Guchteneere, De Neuter and Vande Putte, I should
like to add that I am also writing te Mr, Paul Charles.

With best regards,

Pours sincerely,

DC/met D, Crena de Iongh
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Auguet 3, 1950

Mr, Jacques Brunet, Directeur General
Credit National pour faciliter la

Reparation des Dommages causes

par la guerre
Paris, France
Dear Mr. Brunet:

With reference to the ecorrespondence between

Mr. Black and Mr. Baumgartner on the subject of a study
the Bank wants to make on long-term finance institutions,
I hope to contact you on that matter during the time I am
in Paris for the Annual Meeting of the International Bank.
I will meke free to telephone you on my arrival to make
an apﬁo:ln’anent and em looking forward to discussing this
subject with you.

Yours sincerely,

D. Crena de Iongh

"o
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NMr, A, Postel-Vinay
La Caiese Centrale de la France

d'Cutre Mer
Paris, France
Dear WNr. Postel-Vinay:

‘Fith reference to the correspondence between

Nr, Black and Mr, Baumgartner on the subject of a study
the Bank wants to meke on long-term finance institutions,
and your conversations with Mr. Walter Hill, I hope to
contact you on that matter during the time I am in Paris for
the Annual Meeting of the International Fank with regard
to the functions of La Caisse Centrale in relation to
F.I.D.E.S. I will make free to telephone you on my
arrival to make an appocintment and am looking forward to

discuseing this subject with you.

Yours sincerely,

D. Crena de Iongh
DC/met



August 3, 1950

Mr, Walter Hill

International Bank for
Reconstruction and Development

67 rue de Lille

Paris, France

Dear Walter:

I am sending you herewith two letters, one
addressed to Mr. Brunet and the other to Mr, Postel-Vinay,
which I would thank you to forward if you agree with them,
As you have been having discussions with both gentlemen,

I thought it best not to send the letters direct.

In the meantime I have received the report on
the Caisse Centrale, which looks very interesting,
Thanke for all your trouble in this matter,

I am leaving for Holland on August 15 and will be
vacationing there between August 23 and September 4., In
case you want to reach me, my address will be -

Hotel Kasteel Hooge Vuursche
Baarn, Holland,

With kind regards,

Yours sincerely,

DC/met D. Crena de Iongh
Enclosures
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August 2, 1950

kr. P. Plantenga
Keigersgracht 706
Amsterdam C

The Netherlands
Dear lir. Plantenga:

As you may have heard from ¥r, Holtrop, I intend
to make use of my trip to Lurope for the Meeting of the
International Bank to have talks with the management of com-
panies of the nature of yours. I will be in Holland probably
from the first of October until the 5th and hope to come to
see you and discuss this matter in which the Bank has such a

vital interest.

Yours sincerely,

DC/met D. Crena de Iongh

T
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August 2, 1950

¥r, J. F. Posthuma
Kneuterdijk 6

The Hague
The Netherlands
Dear Mr. Posthuma:

As you may have heard from kr. Holtrop, I intend
to make use of my trip to Europe for the Meeting of the
International Bank to have talks with the management of com-
panies of the nature of yours, I will be in Holland probably
from the first of October until the 5th and hope to come to
see you and discuss this matter in which the Bank has such a

vital interest.

Yours sincerely,

DC/met D. Crena de Iongh

7,



August 2, 1950

Mr, H,W,A, van den Wall Bake

Directeur

Nederlandsche Handel-Maatschappij, N.V.
Vijzelstraat 32

Amsterdam, The Netherlands

Dear Nr. van den Tall Bake:

As you may have heard, the International Bank is
very much interested in studying the institutions which
provide long-term capital. As you have been connected with
the Nederlamische Participatie-Mastschappi] and are doubt-
lessly still very much interested in the subject, I would
like very much to make use of my stay in Holland to have a
talk with you on that matter. I will be in Holland from the
first of October until the 5th and hope to come and see you.

I take it that you are still connected with the
Institute for Netherlands-Americen Industrial Cooperation,
which is also a subject of interest to the International
Bank,

It has certainly been a long time since we last
met,

Youre sincerely,

DC/met ; D. Crena de Iongh

€



August 1, 1950
No. P/,38

Mr. Walter Hill ,jﬂ Y

International Bank for g o
Reconstruction and Development il o

67 rue de Lille %‘5 \ 4 °
Paris, France
Dear Walter: /

Thanks for your letters of July 25 and 26.

As I am taking a short vacation in Holland before
going to the Conference, 1 am leaving here on August 15
and I am wondering whether the factual note on long-term
{inance institutions operating in France and her overseas
territories, and on the constitution, source of funds and
types of operation of those likely to be of special
interest, which you promised will reach me in time, It may
be that you could send a copy of this paper to my address
in Holland, where I will arrive on August 23. Ve will be
staying at the Hotel Hooge Vuursche, Baarn, in Holland,

I was very much interested in your second letter
and the copy of a letter to Mr. Black which you were kind
enough to enclose., I will be very pleased to speak to an
information meeting for members of the 0.E.E.C. as I am sure
that just by relating the practical execution of our work
I can dispel a great many wrong ideas on the subject,

IplantobeinlondonfronOctoberlltolasoI
could see Sir Mark over there. If you could arrange some
meetings with other officials during that time, and make
an appointment for me with Mr. Gorrell Barnes, I would be
thankful to you, Also it would come in very nicely on
my studies on the long-term finance institutions to see
the bankers you mention. Of course I know some of the
partners inallofthomand!thinkthattheyoouldnll
contribute to what I am after, and besides I think they
would form a good audience to talk to about the Bank, I

y ool
i
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found that Mr, Tiarks of Schroder's, who visited me in
Washington a few weeks ago, was highly interested in the
work of the Bank, and I know that the Lazard people also
follow it with a great deal of interest.

With kind regards,

Yours sincerely,

DC/met D. Crena de Iongh

o
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August 1, 1950

Mr. E. Monick, President
Banque de Paris et des Pays Bas
Paris, France

Dear lir. Monick:

This ies just to let you know that I will be in
Paris during the Annual Meeting of the Internationsl
Bank from September 4 to the 16th and will be staying
at the Hotel Meurice.

As one of the objectives of my visit is also

to make a study of long-term financing in Europe, I would
like very much to have a talk with you about this subject.

Looking forward to seeing you,

Yours sincerely,

DC/met D. Crena de Tongh

i
!
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August 1, 1950

~ Mr. Roger Auboin

General Manager

Bank for International Settlements
Basle, Switgzerland

Dear Mr. Auboini /
I refer to my letter of March'1l6, and can now inform

you that I will be in Switzerland from Sepltember 25 until
October 1, On September 30 I will address the Vorort., I may
also speak in Basle but I am not quite sure whether discussions
which have been carried on by lkir, Drew Dudley, one of our
Paris representatives, have resulted in a definite speaking
appointment,

As you were kind enough to offer to make appointments
for me with the people I should see in the interests of the
Bark, I would be very grateful for your assistance in this
matter, I am writing directly to Professor Keller and
Dr, Speich, and when we meet in Paris we can discuss how my
other visits can be arranged in the best fashion. I will be
staying at the Baw au Lac in Zurich but of course can easily
come to Basle to visit the people there.

With kind regerde and thanking you again for your
assistance,

Yours sincerely,

DC/met D. Crena de Iongh

D
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August 1, 1950

Dr, Kod, Speich
Chairman of the Board
Swlkss Pank Corporation
Basle, Switzerland

Dear Dr. Speichs

This is to inform you thet I will be in Switzerland
from September 25 yntil Octcber 1, and I am locking forward
to vieiting yous I will be etaying at the Baur au Lac in

Zurich and will ring you up shortly after my arrival to make
an appointment.

Anticipating the pleasure of meeting you again,

Yours sincerely,

DC/met D. Crena de Iongh

I
td



August 1, 1950

Professor Paul Keller
Schweizerischen Nationalbank
Zurich, Switzerland

Dear Professor Keller:

This is to inform you that I will be in Switzerland
from September 25 until October 1, and I am locking forward
to visiting you. I will be staying st the Baur au Lac in

Zurich and will ring you up shortly after my arrival tc make
an sppointment.

Anticipating the pleasure of meeting you again,

Yours sincerely,

DC/met _ D. Crerna de Iongh



July 31, 1950

Dr. M, ¥, Holtrop
President

Nederlandsche Bank
Amsterdam, The Netherlands

Amico': /

With reference to Mr. Black's letter to you of
July R4, I just want to inform you that I will be in
Holland between October 1 and the 5th, and intend to
visit the Herstelbank and the Participatie-Maatschappi].
I hope, of course, to see you and discuss the subject,
but anyway we will meet in Parie before that,

With kind regards,

Yours sincerely,

DC/met D. Crena de Iongh



July 31, 1950

Mr, Maurice Frere
Gouverneur

Banque Nationale de Belgique
Brussels, Belgium

Dear lr. Frere:

With reference to lir. Elack's letter of July 24,
I would like to inform you that I will be in Brussels
between October 5 and October 10 and I would like very
much to have a talk with you on the subject of long-term
finance corporations.

As lir, Black has written directly to
Kr, De Guchteneere, Mr. De Neuter and Mr., Vande Putte,
* I am writing to these gentlemen separately.

Loocking forward to seeing you in Peris,

Yours sincerely,

DC/met D. Crena de Iongh

.’:“‘ H



July 31, 1950

¥r. Robert Vande Putte
President
Soclete Nationa® de Credit a 1l'Industrie

16 Boulevard de Waterloo
Brussels, Belgium
Dear Mr, Vande Putte:

With reference to NMr, Black's letter of July 24
to you, I want to inform you that I will be in Brussels
from October 5 to October 10 and hope to come to vieit
you to discuss the matter of long-term financing,

Anticipating the pleasure of meeting you,

Yours sincerely,

DC/met D. Crena de Tongh

b N 2
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July 31, 1950

Mr, Andre De Guchteneere

General Manager

Ceisse Generale d'Epargne et de Retraite
48 Rue du Posse aux Loups

Brussels, Belgium

Dear lir, De Guchteneere:

With reference to Mr, Black's letter of J 24
to you, I want te inform you thet I will be in Brussels
from October 5 to October 10 and hope to come to vieit
you to discuss the matter of long-term financing,

Anticipating the pleasure of meeting you,

Yours sincerely,

DC/met D. Crena de Iongh

99
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July 31, 1950

Doctor Donato Menichella
Governatore
Banea d'ltalia

Kome, Italy
Dear Doctor Menichella:

With reference to Mr, Black's letter of July 24 to
you, I would like to inform you that I intend to leave
Paris for Rome on Saturday, September 16, and to stay in
Rome until Monday, the 25th. I hope very much to have a
discussion with you on the subject of long-term financial
corporations and am alsc writing to Doctor Borri of the
Instituto Mobiliare Italiano. Although maybe for my study
the I.R.I. will not be of the same interest as the I,N.I.,
yet I would also like to have a talk with Arturo Ferarri.

Looking forward to seeing you in Paris,

Yours sincerely,

DC/met D. Crena de Iongh

0o
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July 31, 1950

¥r. C, B, Cobbold
Governor

Bank of England
London, England

Dear/Mr., Cobbelds

With reference to Mr. Elack's letter to you of July

» I would like to inform you that I will be in London
from October 10 to the 18th and would be very thankful to
have a talk with you on the subjeet of long-term finance
institutions, as well as to have you introduce me to such
officials of the Industrial and Commercial Finance Corpor-
ation and the Finance Corporation for Industry as you think
fit. OShould there be other people whom you think I should
see on this subject, I would be grateful if you would put
me in touch with them,

As ¥r. Black has written direetly to Lord Trefgarne,
I am addressing him separately.

With kind regards,

Yours sincerely,

DC/met D. Crena de Iongh
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July 31, 1950

The Right Honorable

The Lord Trefgarne

Colonial Development Corporation
33 Dover Street

London W 1, England

Ny dear Lord Trefgarnes

With reference to Mr. Black's correspondence with
you on the study we are making on long-term finance corpor-
ations and especially with regard to his letter of July 24,
I wanted to confirm that I will be in London from October
10 to October 18 and would much appreciate having a talk
with you and such other officials of your Corporation as
you deem fit,

Looking forward toc meeting you again,

Yours sincerely,

DC/met D. Crena de Iongh

Ll U
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July 31, 1950

Er, Gunnar Jahn
Governor

Norges Bank
Oslo, Norway

Dear Mr, Jahn:

With reference to Wr. Black'e correspondence with
you on the subject of leong-term finance institutions, 1
would very much appreciate having a talk with you and
¥r. Colbjornsen on the subject in Paris as you both will
be there. Should you think, after that, that it would be
useful that I come to Oslo, I would try to fit that into
ny traveling program,

With kind regards,

Yours sincerely,

DC/met D, Crena de Iongh
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SOCIETE NATIONALE DE CREDIT (S ( i “f
A L' INDUSTRIE 16 . BOULEVARD DE WATERLOO

BRUXELLES , le 29 j*_)_illet ]_950.

LE PRESIDENT

lonsieur le Président,
V
Je regois votre lettre du 2% courant et

Je note que Mr Crena de Iongh sera & Bruxelles,au
début du mois d’octobre.

C?’est avec le plus grand plaisir que je
recevral sa visite et que j’attends de sa part la
communication de la date précise de son arrivée.

Je m?efforcerai de le documenter pour
toutes les questions qu?il me posera.

Veulllez croire, Monsieur le Pre51dent,
4 l’assurance de mes sentiments trés distingués

Re VANDEPUTTE

lionsieur Eugene R. BLACK,
Président de T’IITu“pATIOFAL BANK
FOR KECONSTIUCTION AND DEVELOPMENT,

e
Ao |
mmaly

WASHINGTON 25.D.C.
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La Caisse Centrale

-

Aos Comprts. €,
Paris, July 28, 1950

P, 871/D (Alr Mall)

: Mr. R.L. Garner ( Requested by Mr. Crena

de Jongh)
Walter Hill

I.a Caisse Centrale de la France d!'Qutre-lier

Confidential

DECLASSIFIED
AUG 3 0 201
WBG ARCHIVES

de la France d'Qubre-lier

LS acabit

Walter H1ll
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ForMm No. 26
(1.50)

DATE OF WIRE:

TO:

FROM:

F””n*f

INTERNATIONAL BANK FOR RECONSTRUCTION AND DEVELOPMENT

INCOMING WIRE .

JULY 28, 1950. ROUTING

CRENA DE IONGH ACTION copy 1o MR.CRENA DE TONGH
INTERNATIONAL BANK FOR
RECONSTRUCTION AND DEVELOPMENT)| INFORMATION COPY TO

Decoded By

PARIS

i

ONE HUNDRED FOURTEEN RE YOUR CABLE EICGHTY ONE LETTER
ATRMATLED JULY 25TH. AM AIRMAILING TODAY CONFIDENTIAL
FIRST DRAFT JUST COMPLETED CAISSE CENTRALE FIDES FIDUM.
WILL AIRMAIL AUGUST ONE OR TWO REPORT CREDIT NATIONAL.
T0 SAVE TIME AM SENDING FRENCH VERSION.

HILL

02

DUPLICATE






Form No. 27

ipesH INTERNATIOl . BANK FOR RECONSTRUCTION Al  DEVELOPMENT =~ 7 /%

DATE: JULY 27, 1950 CLASS OF SERVICE DESIRED

TO: LT= WALTER HILL NIGHT LETTER | X} CODE ]
%g?%lm ) 0. /| DEFERRED (] FULL RATE [ |

TEXT: TELETYPE [ ]

¢ | BEING WITHOUT YOUR REPLY MY LETTER JULY 12 ON CREDIT NATIONAL AND FIDES

PLEASE TRY TO RUSH INFORMATION AS I WILL BE LEAVING IN ABOUT 2 WEEKS

CRENA DE IONGH

INTBAFRAD

AUTHORIZED BY: Efff For Use by Archives Division
NAME D. CRENA DE IONGH / / Checkedp f?r Dispatch

T

DEPT. TREASURER'S

FILE COPY
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W. A. B. 11iff - loan Division 26 July 1950
Frank W, FPetter

Preliminary Draft - "loans of the International Bank
to Development Corporations"

I am enclosing a copy of the preliminary draft of the section
on "loans of the Internmational Bank to Development Corporations”
that I expect to include in the report that I am preparing on
development corporations.

I would value your judgment as to the accuracy and the approp-
riativeness of my remarks on this topie. Not only would I like to
know if any of my statements are not supported by the facts, dbut I
would also sppreciate your calling to my attention any other
comments on this question of loans that have been made to develop-
ment corporations, that you feel would be appropriate in such a

r!porﬁ.

enclosure
Misle



Form No., 57
(5-48)

TO:

FROM:

SUBJECT:

INTERNATIONAL BANK FOR RECONSTRUCTION AND DEVELOPMENTf) {. )

)
OFFICE MEMORANDUM CrPr )

D. Crena de Iongh

I am sending you herewith two copies of a paper which
I thought might be helpful for me in talking to the various
reconstruction finance companies in Europe. For my taste it
is still too long but on the other hand I think the questions
ere all rather pertinent. Before having it typed in sufficient
numbers to take with me to Europe, I would very much appreciate
having your comments,

I thought you might give the second copy to Mr. Pollock,

who has been extremely helpful to me in the mat

Attachments



HAKEs

LOCATIONs
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F

ARCANTZATIONs
7 (1) orestien
(n) dote of founding
(b) historical background, illustreting how and why the
Institution is eppropriszte to the country's institu-
tional framework

(e) changes since founded, and why

(d) oprospective changes

(e) relevant details of laws or decrees involved

o

1) Avar habie FIRAR (€S
| of {lkl\c:tﬂ

7Y “pim S b’ m "
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- GpuYees

— amsunts TTem EACh gouree

.} (h) meane rrovided in which way



(2) Internal Urganization

(a) governing body or bodies
>

'

bhow and by whom nominated

to whom responsible

how meny govermment nominees

nunber of officers
connection with Govermment departments
(b) advisery divisionms

research

(e) administrative techniques for receiving and screening

’cau A g;’#ét&e‘iiw&.

new-projects, including methods of determining pr y& ot

4

F“”,-{.c' %

() Annual Reports - to whom?

certificate from indevendent suditor

et

{ i ‘ ¢ § fE
| | basis for esrning some specific rate of returm ¢ (°l°



(3) Announced Objectives
(a) payment of wartime reconstruetion indemnities
(b) eyelical stabilisation (full-employment measures)

Feovqanizing  ov supplewenting +he  bawking ¥ Cipidaf-omaviet

(¢) recrgan

rnsbiluftong

‘tﬁwﬂewf

W*@m’ N

' x [ qolepiii ATV EAE
(e) encourage foreign trede and investmem (1 lToetrrpri LM TEMELA

(£) stimulate Mmm
(g) concentrate on one type of econmomic setivity alone, es

sgriculture, mining, ete,

Praua‘!'f !h:__!fi‘tu"lf;:l-rg,

(h) assietance to ccoperative sonytf;; or o©ther



(4) Aetivities

(a) working techniques, e.g,
éirect operational comtrol over projects
use of whelly-owned subsidiaries
ecooperation with mwul ;mmj
providing planning, promoting and technical
aseirtance services only

(b) cooperation with Govermmentsl egencies, e.g.
acting ae & domeotic fiseal agent for the State

uanaging foreign or counterpart funds for the State

|
(o) total advences committed (emount snd number)
(cl)l'l " " made ( de )
4
(o) distributed by (i) industry
{41) eress

4
(f) maximum and wininum loens
average loan
4
(g) equity investments
(hfj default experience
| )
(1) refinaneing of loams given, b, third parties |
: o plicafions .
(Jflntio of Wﬂ aceepted to Hﬁt rejected

(k)jmu for sccepting or rejecting i 0F

the acti Vi

k S ﬁ'ff
. , ' | s gk e Y
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(5) Authorized Activities
(a) meke both secured snd unsecured loans
(b) participate in equity (vreferred and common stocks)
(¢) minimusm and meximum loans, by amount
(d) minimum snd meximum meturity of loane

(e) besiz of interest rates; also comparison with free market rates

(f) interest rates payable on Institution'es own bond fletations



(6) FEelationship to Govermment Investment Policies
(a) tie-in with Stete central-planning boards
(b) effect, if any, on inflationary potential
(e) proportion of investment financed by the Institution to total

vheludin Mo oF
gross capital formation Wloogl and foreign nmmm} }(

the-country
(d) priority received by govermment "capital-issgues committee®”
(e) reletionship to teriffe, import, and foreign-exchange controls, e.g.
aseistance to infant induetries
tie-in with State full-empleyment policies
connection with dellar-saving end earning plans
(f) relationship of industriee assisted to price levels
(are efficient firms penalized by paying higher rates to private lenders?)
(g) activities ss & Govermnmental fiscal agent, ¢.g.
sdministering Treasury funds for the account of the State
Livm 0¥

adeinistering foreign funds {mP)u- 1BRD)

administering counterpart funds



-7-

(7) Matters of Specisl Imterest to I.E.R.D,

(a) porsible relations with I.B,K.D,

(b) parellel between institution and I.B.R.D,
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| OFFICE MEMORANDUM 777+ 4 17+,

! TO: J. H. Collier P DATE: 25 July 1950
FROM: Frank W. Petter /('
SUBJECT: Development Corporations in South Africa

If you can obtaln information on the following points when you are in
South Africa and send it back to me, preferably not later than the last week
in August, so that I can incorporate the information in the report on Developw
ment Corporation in South Africa, I would appreciate it greatly.

1. What is the capital of ISCOR as of the most recent date?

2. Are there any private stockholders in ISCOR, and if so how many

N shares do they hold?

3. How many members are there on the Board of ISCOR, and how many of
these members represent private stockholders? '

4, The anmual dividends paid by ISCOR in recent years, and if
conveniently obtainable, the dividends paid each year since the
establishment of the company.

5. Why did the Government not transfer "B" shares of ISCOR to the
Industrial Development Corporation, as permitted by the law
establighing the IDC?

6+ Have any steps been taken by the Government to sell the "B" shares
of ISCOR to the public?

7. Have any steps been taken by the Government to sell the "B" shares
of the IDC to the public?

In the snnual address of the Chairman of IDC in 1944 the following
statement appears:

"You will see from the Balance Sheet that loans, advances, dis-
bursements in respect of companies to be formed and stocks and
shares in industrial undertalkings amount to & 1,100,146 2s. 7d.
after allowing for the & 50,000 placed to reserve. At the 30th
June, 1944, the amount of money invested by private enterprise
in the industries which the Corporation has assisted amounted to
approximately & 4,700,000, The Corporation has thus carried out
its functions of financially assisting in the development of
South Africa's industries by providing approximately twenty-three
per cent of the capital required during the year under review,"

Could you find out what this statement means? The last sentence taken alone

appears to say that the investment that IDC made in the preceding fiscal year

in private enterprises was 23% of the investment that private parties made

in that same year in those same enterprises. TYet the two previous sentences,
articularly when interpreted in the light of the balance sheet, indicate
hat the 23% figure refers to the relationship between the total outstanding

investments of IDC as of June 30, 1944, and the total investments that

- M
11

OFFICE SERVICES 17.10



J. H. Collier Page 2

private parties had in these same corporations as of that date.
(a) Could you find out from IDC what the 23% figure refers tol?

(b) Could you get as of a later date a comparable figure for the
relationship between IDC's investments and the investments of

private enterprises?

(I am particularly anxious to get figures on this point of the
relationship between the IDC's investments and the investments

of private capital in the same enterprises, because the policy
of IDC eppears to be to require that private parties put up a
much larger percentage of the financing than is the case with
the development corporations in Ietin America, but I want to
be sure of my facts before I make any statement in the report
that I am preparing.)

I would appreciate it if you could send me the most recent aveilable
"DIRECTORS! REPORT AND ACCOUNTS" and address of the Chairman at the general
meetings of shareholders, of the Industrial Development Corporation; the
most recent available anmual report of ISCOR; and the most recent available

annual report of the Fisheries Development Corporation.

FWhiie

o

paanls
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Professor Frank W, Fetter July 2k, 1950
leonard B, Rist

Country Niotes on leveloprent Corporetions

1., I sincerely admire the amount of material you have veen atle to collect

and digest. ﬂbmﬂhﬁ‘%mwm‘lﬂl

of the type and in Ve vein we uind - short factual
tions, something about other similar institutions and first conclusions as
to policies, effectiveness and future of the organizations from both fi-

nancial and cevelopment polnt of view,

2, Since there must be suggestions, you may find the following points
usefful s

a) wmammmumm

b) Some references to books and publications (not %5 come
plete bibliography) of what is avallable in the Bank or
umwmm:

¢) lMention of the extent to which obligations of institutions

d) I wonder whether your explanation of peculiar seteup in South

e
.‘ "



July 24. 1950

lir. F, De Neuter

General Manager

Institut National de Credit Agricole
56 Rue Joseph II

Erussels, Belgium

Dear MNr. De Neuter:

With reference to Mr. Black's letter of J 24
to you, I want to inform you that I will be in Brussels
between October 5 and Cctober 10 and hope to come to
visit you to discuss the matter of long-term finaneing.

Anticipating the pleasure of meeting you,

Yours sincerely,

DC/met D. Crena de Iongh

,.__,_.
s
&N



DPollock/mct

LU.,‘ ‘

July 24, 1950

Dear Doctor Nenichella:

In sy letter of J 5 I had wmentioned the proposed
visit of cur Tressurer to Italy, efter his attendance at the
Fifth Ansual Neeting in Peris, At present, ir. Crena de longh
expects Lo be in Fome for one week commencing approximstely
September 16, end will contaet you eoncerning his exsct
arrivael date, 1 w»ill greatly appreciate whatever assistance

you ean offer kr, COrena de longh during his stay in Rowme,

Zincerely yours,
(S | Lack
Bugene R, Black
Doctor Uonato ienichella
Goverpatore
Fanca d'Italia
Tome, Italy
; QO

éu.(a/,



July 24, 1950

Dear lr, Vande Ntt..l

Thaok you very such for your letter of Jume 10, and the
documente relating to the fcciete Netiomale de Credit a 1'indus-
trie. The infermation you hed forwsrded is being examined by
cur staff and I am sure it will be of cumsiderable value to owr
exsmin:tion of selected lhropesn financiel inetitutions,

Your offer to sssiat owr Treasurer, ir, Crens de iongh,
during his stay in Gelglus was alsc spprecisted. At present,
¥r. Crena de longh expects to be in Frussele for approxiastely
one week euriy im Cetober, and will be contacting you concerning
hie exact date of arrivel. I am grateful for shatever iuforse-
tion you can provide st that time,

Sincerely yours,

Fugene R. flack

kir. fotwrt Vende 'ulte

President

foelete NHationele de Oredit a 1'Industrie
16 foulevard de laterloo

fruseels, Selgium

—

D Pollock/
DCrenadelongh/mct



DPollock/mct
July 20, 1950

J.l’ 2‘.‘1950

Dear lord Trefgsrne: /

I-qhthror.lmsl mentioned the oroposed
visit of our Treassurer to Enmglend, after his attendance at
the Fifth Annusl Neeting in Paris, At present ¥r, Crena de

longh expects to be in london for ome week comwemcing approxi-

pately Cetober 11, and will be contscting you concerning his
exact date of arrival, I will grestly appreciate whatever
assistence you can offer ¥r, Crema de Iongh at that time.

fincerely yours,

y, BElach

Fugene K. Hlack

The iight Honorable

The lord Trefgerne

Colonial Develomment Corsoration
33 Dover {treet

londeon ¥ 1, England

(,U Z

[
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July 24, 1950

Dear Nr, De Guchteneere:
Thask you very much for your letter of June 26, and the
documents relating to the Csisse Oenerale d'Epergne et de Retrsite,
The information you had forwarded wee very comprehensive and I am
sure it will be of considerable value to cur study of speclalized
finsnctial institutions in Surope. '
Tour offer to assist our Treasurer, ¥r. Crens de longh,
during his stay in Belgium wae also aporecisted. At prezeat
fir. Crena de longh expeets to be in lrussels for approximately cme
week early in October, end will be comtecting you concerning his
exact dete of arrival, I am greteful for whatever information you
Q can mrovide at thet tiwe.
( fincerely youre,

(Sigieq) Lugene R. Elack

Fugene I, Plaek

ir., indre De Cuchtenesere

General Hanager

Ceisse Generale d‘'Epargne et de letralte
48 Fue du Fosse sux Loups

Brussels, belgium

DPollock/mct
July 20, 1950



DPollock/mct

July 24, 1950

rd

+

Dear lr, De Neuter: S

Thank you very such rormhttwdhylﬁ,mm
documents relating to the mstitut Netiomal de Credit igricole.
The inforsation which you hed forwarded wee very comprehensive
and I ax sure vill be of comsidersble value to owr study of
finencial institutions in Fwrope.

Your coffer to sesiet our Tresswrer during his stay in
Helgium was aleo apprecisted, Mr, Crena de lomgh hopes to spend
a few daye in Srussels early in Cetober and, depending upon availe
ahllc time, will be looking forwsrd to meeting you. If this should
be possible, kr. Crems de lemgh will contact you concerming his
exact arrival date in Prussels,

Sincerely yours,

Fugene F. Elacklick

ér. ¥, l'e Neuter

General Nenager

Institut National de Credit Agricele
56 'ue Joseph II

frussels, felgium

[E="Y
4



July 24, 1950

Dear Hr. Freres
In ny letter of June 5 1 had mentioned the proposed

visit of ocur Treamsurer to bBelgium, after his attendance at the
Fifth innual Neeting in Paris. At present, ¥r. Crens de longh
expects to be in Hrussels for a few days, commencing approxi-
pately Cctober 5, snd will comtact you concerning his exact
arrivael date. I will grestly apuwreciate whatever assistance
you can offer lir. Crema de Jongh during bis stay in Belgium.

Sincerely yours,

Eugene R, Flaek

¥r. Heurice Frere
Gouverneur

Dangue Nationale de Helgique
irussels, Belgium

DPollock/met . 107
July 20, 1950



July 24, 1950

lear Horris /

Thank you very much for your letters of June 16 and
June 19, and subsequent information reluting to the Institute
Fobilisre Italiano. 7The documentis vh:laﬁ you had forwerded
vere very comprehensive snd will be of considerstle velue to
owr study of specielized finamcial imstitutions in Turope.

Your offer to meet and apsist ocur Tressurer during
his stay in Italy was also grestly epprecisted. Fr. Crens
de longh hopes to Ye in Nome in the second half of Teptember
end will be contacting you as to “the exsct date of his arrivel.
1 aw very grateful for vhatever sssisiance you may provide at
that time,

fincerely yours,

(Signed) Eugene R. Black

Eugene R, "lack
Dooteor Silvio Perri
Fenaging Director
Instituto ¥obiliare Italiamo
flome, Italy
DPollock/ . . I i

DCrenadelongh/met

5D



DPollock/mct
July 20, 1950

July 4, 1950

Dear lr. lioltrops

In my letter of J S 1 had mentioned the proposed
vieit of ocur Tressurer to The letherlande, after his sttendance
at the Fifth innual keeting in Paris, At present,
kr. Crens de longh expects to be in fiolland for s few days
comnencing aprroxizately Uctober 2, snd will be contacting
you eoncerning his execot arrival date., 1 will grestly appre-
clate wvhatever assistance you can offer iér; Crena de longh duriang
his stay in The Netherlands,

Sincerely yours,

P L}.I.WCFIK
fugene 2, Blaek

br. ¥. ¥, Holtrop
President

Rederlapdeche ‘mnk
imsterdam, The FRetherlands

T
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b=
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July 24, 1950

Dear lr. Cobbolds \yff

In my letter of June 5 I had mentioned the proposed
visit of cur Tressurer to England, efter hie attendance at
the Fifth Annuel hﬁu in Parie. At present, kr. Crena de
Iongh expects to be in iondon for one week commencing spproxi-
utol}l:atohu 11, and will be contacting you concerning hie
exact date of errivel. I will greatly sporeciste whatlever
assistance you can offer ir, Crems de Iongh at thet tiwme,

Eincerely yours,
l (Signed) Eugene R. Elack
Fugene E, Hleck
¥r. €, B, Cobbeld
Governor
bBank of Fmgland
London, Lngland
T4 n
LL3
DPollock/mct
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Leonard B, Rist 21 July 1950
Prank W, Fetter

Preliminary Drafts on Development Corporations in
Chile, Venegzuela, and the Union of South Afrieca

I am enclosing the preliminary drafts that I spoke to you
sbout s couple of days ago, on Chile, Venezuela, and the Union

As 1 indiecated to you, the figures are not complete in
all cages, and a number of statements that I made will have
to be revised in the light of new information that I am
seeking. In view of the importance of the development
corporations in these three countries, these reports are
longer than I would expect reports would be for most countries.

After you have had an opportunity to glance through these,
I would like to get your idea as to how well they fit in with
your thoughts as to what the reports on the development
corporations in individual countries should bring out.

enclosures
Fifsie



Dear ¥r. Charles:

Myummrwmhtmcf:mumm
documents relating to speclelized fineneial institutions oper-
ating in the Belgien Congo. The informetion you hed forwarded
1-m~mwoﬁ--wrmlumitﬂ11harm
sidereble value for our study of this matter.

Your offer to sssist our Tressurer during his stay in
Belgium was also appreclated. ﬁr.ﬂnudolcuhhowtqmd
s few days in Frussels eerly in Ccteber end, depending upon
available time, will be locking forwerd to weeting you. If this
should be possible, ir. (rems de Iongh will comtact you coneern-

ﬂ ing his exset arrival date in Brussels.
Sineerely youre,
Iugene E. Black
ir. Peul Cherles
Pangue du Congo Helge
14 Fue Theresienne
Brussels, Belglum
il
=k o)
DPollock/
DCrenadeIlongh/mct

July 20, 1950
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INTERNATIONAL BANK FOR RECONSTRUCTION AND DEVELOPMENT sLe/ M/172

STAFF LOAN COMMITTEE “hooon

(This document is for the use of the President, Vice President and H@BQABCHWES
of the Staff Loan Committee only. Its contents should not be communicated to
other persons except in the course of duty.)

Minutes of Meeting of Staff Loan Committee Held at 10300 a.m., Wednesday, July 19, 1950
in Room 1005

1.

2.

3.

There were present:

Mr. E. R. Black

Mr. W, A, B, I1iff

¥Mr. D. Sommers

¥r, D. Crena de Iongh

Mr, L. B, Rist

Mr, 0, H. Folk, Secretary

In attendance

Mr, R. H. Demuth
m‘. P. N. me
¥r, J. H. Addler
Mr, H. N, Graves
Mr. A. Broches
Mr, B. B. K.'i.ng

The Committee discussed:
(1) A Reply to Mr. Gordon Gray's July 10 letter;
(2) The President's Speech at the Governors' Conferencej;
(3) Western European Development Bankj; and
(L) 8Si16/0/23k, General Counsel's July 12 Memorandum advocating that the Bank
should be prepared, in appropriate cases, to inform a member government
of the approximate amount of credit which the Bank would be willing to
extend to ite
As regards Item (L) above, the Committee expressed iiself as agreeing in principle
with the General Counsel's proposal, and asked the Loan Director to set up a Working

Party to examine the proposal in detail and to make Tecommodations as to the technique
of putting it into effect,

ke The meeting adjourned at 11:45 a.m.

Distribution

. » Lugene Black 9+ Mr, A, S. G. Hoar

PA Mr, R, La Garner 10, Mr. O A. Sehmidt

3, Mr, W. A, B. 1Niff 11, Gen. R, A. Wheeler

4o Mr. D. Sommers 12, Mr. E, G, Burland

5. Mr, D, Crena de Iongh 13, Mr, H. Folk " T
6. Mr, L, B, Rist 1, Files e
?t Hr. L. Bo Rist

Mr. R. H, Demuth
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§ July 12, 1950

Letter No, P/391 /»—

Mr, Walter Hill

International Benk for
Reconstruction and Develepment

67 rue de Lille

Paris, France

Dear Walter:

We are making quite good progress with a preliminary
study of the leng-term finsnce institutions, but up to now we have
not received a reply from Mr, Baumgartner., Maybe you could try to
get action from Mr, Brunet,

We are elso very much interested in the working of
the institution that operates in the Colonies called "Fides", and
@s Mr, Baumgertner does not seem to have acted there, maybe you
could also try to get some information on that subjeet -~ the more
80 as the plcture of Fides which we get from the papers is not very
clear, but, on the other hand, seems to be rather promieing in rela—
tion to the functions of leng-term finance,

With best wishes,

Yours sincerely,

D, Crena de Iongh

DC/mvp



DEVELOPMENT CORPS.

Form No, 59
(3.49)

CROSS REFERENCE SHEET

COMMUNICATION: LETTER

DATED: gJury 10, 1950

TO: MR. B. K NEHRU

FROM: GEORGE W. BURGESS, LOAN OFFICER
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Dr, Harold Larsen July 3, 1950
Frank W, Fetter

I am hoping, in connection with the Report that I am preparing on
development corporations, that I may get your assistance on your trip
to Peru on the following points:

l. As soon as we have ready a draft report on developmental insti-
tutions in Peru I would like to send it to you for your comments and
ckiticisms. In connection with that draft, it is likely that I would
attach a brief memorandum indicating specific points on which I would

~like further information.

2, 1 am enclosing for your information a copy of the outline that I
drew up for the guidance of myself and my associates, as to the type
and information, both on structure and on operations, that we would
look for in the case of the development corporations of any particular
country., I should add that we do not expect to follow this outline

.too rigidly, as in the case of some countries there might be signifi-

cant features of the development corporations not mentioned on in the
outline, and in the case of other countries there may be no basis for
a discussion of some of the points in the outlinme.

3. I am particularly interested in and would especially value any
information that you could get as to the basic philosophy that seems
to underlie the operation of the Peruvian development corporations,
and the relations between the different developmental bodies in Peru,

4o I would appreciate it if you could give me a reference to — and
in the case of uaterial not available here have your secretary make

a copy of the relevant passages -- any discussions of the idea that
economic development in Peru, and more particularly the establishment
of a development corporation, will correct a deficit in the country's
balance of payments. I have run across so many comments on this
matter that seem to me are based on an uncritical analysis of the
factors that determine the state of a country's balance of payments
that I would like to assemble from as many countries as possible the
views that are held on this matter.

Attachment

ces LB Rist (2)
Files

FWFetter/Js
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INTERNATIONAL BANK FOR

RECONSTRUCTION AND DEVELOPMENT
WASHINGTON-25-DC.
67 Rue de Lille
PARIS (7e)

AIR MATIL _June 28, 1950

Letter No. P/699/D

Mr. Robert L. Garner
Intemational Bank for

Recons truction and Development
1818 H Street N.W.
Washington 25 D.C., U.S.A.

Dear Mr. Garner,

The Bank of France asked me some time ago whether I
could give a talk about the two new finance agencies set
up in England in 1945 for the purpose of financing comp-
anies that are sound but for one reason or other cannot
find adequate amounts of capital. These, as you remenber,
are the "Industrial and Commercial Finance Corporation"
and the "Finance Corporation for Industry" which, inci-
dentally, is taking a large hand in financing the 8teel
Company of Wales. As I felt that in my present position
I could not very well give such a talk, I suggested that
a friend, Mr., Roland Bird who knows the two institutions
quite well, should do so. I could hardly refuse, however,
to preside at the conference which took place last Monday,
and gave me an opportunity to say a few words about the
International Bank.

As Mr. Bird's paper may be of some interest to you and
otlrs--lr. Crena de Iongh, I know, is at present looking
into these finance agencies-—I enclose a copy.

Best wishes,

Sincerely yours,

LoaliCt
Walter Hill

Enclosure:- 1.

ce. Mr. Wi&iap L. Ayers.
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Form No. 57

(5-48) INTERNATIONAI. BANK FOR RECONSTRUCTION AND DEVELOPMENT
OFFICE MEMORANDUM
TO: Leonard B, Rist DATE: 27 June 1950 |
.
FROM: Frank W. Fetter
SUBJECT: Visit to United Nations Secretariat

I am enclosing a copy of the memorandum
that I mentioned to you last night, which I had
drawn up summarizing the principal things that I

learned in my visit to the Economic Secretariat

(Doié‘a--u- =
a 3: ::: X '2_6;1“_’,0 foye g ‘
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of the United Nations.
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enclosure

Frank W, Petter:ie



Visit to United Nations Secretariat June 22-23, 1950

I spent two days talking with economic officers in the Secretariat
to find out what study might have been made in connection with the two
volume report on "Economic Development in Selected Countries", of the
functioning of developmental corporations as distinguished from a des-
cription of their structure. It was clear that almost nothing had been
turned up by the authors of this two volume study on the functioning of
such organizations, and I had an impression that there had been comparatively
little interest in the operations, as compared with the structure. Mr.
Adolfo Dorfman, who had been in charge of the study and with whom I spoke
briefly, was conscious of this limitation of the study, but some of the
junior officers did not seem fully aware of the fact that the operation was
a much more important thing then the structure. In general, I got much
more satisfactory and discriminating comments on development corporations
from the people working on Africa and the Middle East, most of whom had had
no direct association with the study on economic development, than from the
people working on latin America. The principal points brought out in the
conversations are summarized below:

John Reedman - (Secretary of the Clapp Mission to the Middle East)

Plans of the Clapp Mission were almost entirely for agricultural
development. This was primarily due to the fact that experts associated
with the Mission had a background in agriculture, but apparently there was
no strong sentiment expressed by nationals of the countries visited for an
industrial development.

In the Union of South Africa the Social and Economic Planning Council
was never intended to do much - it was set up as a political device by the
Government to stall for time when the public was demanding that the Govern-
ment do something after the war to handle present economic problems. The
industrial development corporation in the Unlon has a political background;
it was backed by the Dutch to encourage Dutch industrial development, and
its 2id has gone largely to small industry.

Charles Issawi - (Lebanese)

In Turkey private industry has been smothered by tax policy. Issawi
has the impression that private industry could do a great deal to develop
Turkey, if it were given a chance. In Lebanon there is strong popular
opposition to Government management of industry. In Egypt there are a number
of light industries in which both foreign capital and wealthy Egyptians have
played a part. There is no strong local support for industrial development
in Iran and Iraq. The great desire and the great need is for the development
of agriculture.

Albert Dollinger -(Frenchman)

Does not know of any development corporations in the Middle Fagt ,
except in Turkey and, possibly, in Israel. Gave me the impression that
in the Middle East there has been more talk than planning and more planning
than execution in the field of economic development.
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A recent report from Iran is that one half of the funds going to the
"Seven Year Plan" have been used to cover operating deficits of already
established government enterprises.

Morris Seigel - (An American Anthropologist)

Had not been connected with the study of "Economic Development in
Selected Countries", but made a number of excellent suggestions in regard
to sources of development progresms in Africa;

T. Look through Hansard Debates for information on activities of BCDC.
®{ TFiles of london Economist.

‘9{‘ Bast African Agriculture - Edited by J. K, Matheson and E. W. Bovill,
Oxford University Press 1950.

W. Union of South Africa - Board of Trade and Industries Report No. 282,
"Investigation into Manufacturing Industries in the Union of South
Africa, 1945", and Board of Trade and Industries Report No. 286,
"Steel, 1946,

Qﬁ Annual reports of Flgheries Development Corporation of South Arrica
Limited.

\é. Annual reports of Industrial Development Corporation of South
Africa Limited.

Y. South African Journal of Economics.
8/ Recent files of Marches Coloniaux Du Monde of Paris.
bin Miller - (Englishman with Trusteeship)

Only contact with development corporations has been with Cameron's
Development Corporation. Gave me most recent annual report.

Carlos Dabezies - (Argentine)
Marco Pollner — (Iatin American National)

A talk with these men did not add anything to what is already available
in published sources.

Migs Bsther Mighkin - (Worked on New Zealend and Philippines for Economic
Development report of U.N.)

orez=Guerrero —= (Former Minister of Finance of Venezuela)
Highlights in the activities of the Venezuelan Fomento ares:
1, Support of ldcal cement mill,

2. Development of local food processing industries, with emphasis on
supplying food for lecal consumption to reduce imports.
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3. The improvement of lacal cattle.
L4, Aiding Cubans to set up a sugar refinery.

5. Taking over the milk industry in Caracas.

The oil companies are putting some of their funds on a voluntary
basis into IBEC. Venezuela Fomento is also putting some of its funds
into IBEC and is endeavoring - with little success to date - to have lacal,

private capital go into IBEC.

Frank W. Fetter
26 June 1950



26 June 1950

Dear Mr. Perez-Cuerrero:

I want to thank you for your courtesy to me when I was
at lake Success last Friday, and for the time that you took
to give me s picture of the operations of the Venezuelan
Development Corporation. Your comments were most helpful
to me. I appreciated your giving me the name and address of
Mr. Alejandro Oropesa, and I plan to get in touch with him
in the near future.

You spolke of the possibility of your being in Washington
sometime later this summer after you return from Burope., If
you are here and would have any free time, I would appreciate
it greatly if you would let me know as I would like very much
to have a further talk with you in regard to economie danlcp—
ment in Venezuela.

Sincerely yours,

Frank W, Petter
Consultant

Mr. Manuel: Peregz-Guerrero

Executive Secretary of the Technical
Agsistance Board

United Nations

lake Success, N, Y,

Frank W.Fettertie
26 June 1950
c.c. Registry



Brussels, 26th June 1950.

DirecTION

MS./SV. - 283
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Dear Sir,

Mr. DE GUC
" caisse Générale d.'pPargne et de Retraite ", handed to me
your letter of the 5th inst. you sent him; he instructed me
to give you his best thanks and to inform you that he will
be delighted to receive Mr. Crena de Iongh, Treasurer of the
International Bank for Reconstruction and Development, when
visiting Europe.

NEERE, Director General of the

Under separate cover, will be addressed to you:

a) a copy of the Report of the " Caisse Générale d'Epargne et
de Retraite " for the year 1948; that for the year 1949
being just now in the press, will be sent to you as soon as
printed;

b) a summary in English of the report for 1948;

¢) a copy of the booklet " La Caisse Générale d'Epargne et de
Retraite et ses différents services'.

I hope that these documents will enable you to get
a complete view of the activities of the " Caisse Générale
d'Epargne et de Retraite" of Belgium, concerning the investments
made in order to promote the social and economic progress of
the country.

Entirely at your service, to help you with further
information,

I am, Dear Sir,
Yours faithfully,

Mr. Eugene R.BLACK, Secretéry General,
President of the International Bank —
for Reconstruction and Development 3;2

WASHINGTON 25 D.C.

H.DEWEVRE.
20
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BANQUE DU CONGO BELGE

SOCIETE ANONYME BRUXELLES.LE June 24, 1950.
14-16, RUE THERESIENNE
JHA.
Dear Mr. Bleck , 157¢)

In your letter of June 5, 1950, you have requested informetion on
the specialized financiel institutions for the development of the Belgian
Congo .

The first organization of this kind which has been established is
the Société de Crédit au Colonat founded in 1947 by the initiative and with
the active collaboration of the Congo Government .

As you will gather from the enclosed statutes of incorporation,
the main object of this Institution is to give financial assistance to new
settlers and small private enterprises and to foster their establishment in
our overseas territories. The report for the first year which you will
find attached, gives a detailed account of the nature and the scope of its
activity .

A somewhat similar institution, promoted in 1947 by the Comité
Special du Katanga, is the Société de Colonisation Belge au Katanga .

The statutes and last Report of this Company are also en-
closed.

These two organizations so far are the only ones of their kind.
They fulfill} a very useful task, but I feel it is still too early to give
a definitive appreciation of their activity and their success in promoting
econoric progress in the Congo .

You have no doubt heard of the Ten Year Plan which was issued
last year by our Colonial Minister .

This Plan gives an extensive survey of the development which
the autorities propose to give to the Belgian Congo during the coming ten
years, both by officiel and private enterprise . The total investment is
estimated at 50 billion francs - 1 billion dollars - of which roughly one half
eachis to be contributed by the Govermnment and by private capital.

However ...

Mr. Eugene R. BLACK ,

President

International Bank r Reconstruction

ANNEXE

T 199

and Development ,
WASHINGTON 25, D.C. .

)



However it does not provide for the establishment of any special finan-

cial institution.
If this Plan is not already in your possession, I would be very

pleased to send you a copy .

Should Mr. Crena de Iongh, Treasurer of your Bank, visit Brussels,
I would be very happy to meet him and to assist him in obtaining eny fur-
ther information he may require on this subject .

Sincerely yours , (

P. Charles . ;
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Form No. 57
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KDt INTERNATIONAL BANK FOR RECONSTRUCTION AND DEVELOPMENT iEﬁﬁﬁJ%%%nW4,

OFFICE MEMORANDUM

TO: Leonard B. Rist DATE: 21 June 1950
FROM: Frank W. Fetter ]UU f
SUBJECT:

I am enclosing a copy of the revised outline of my
report on development corporations.

I thought you might be interested in the enclosed
reprint of a paper that I gave in 1947 at the American
Economic Association meeting on the history of the public
debt in latin America, particularly the discussion start-
ing on the bottom of Page 47 and running to the end of the
first paragraph of Page 149, relating to developmental
loans. You are welcome to keep the reprint if you wish.

enclosures 2

Frank W, Fetter:ie
21 June 1950



A study of development corporations should fall in two main parts; an
account of the organiszation and operating experience of individual development
corporations; and a more general discussion based upon the observation of in-
dividual corporations of the role of the development corporation, of the successes
and failures of such corporations, of the lessons that can be drawn from the
history of these corporations, and the conclusions that this history seems to
warrant as to the future policy of the International Bank toward loans to such

corporations.

Tor eaeh individual corporation there should be a brief statement of its
origin and its formal administrative setup; a study of its operations; and an
indication of the genersl philosophy that lies back of it and the lessons that
can be drawn from its operations., From the reports of the United Nations, and
from other sources, a large amount of information is at hand on the formal
organization of development corporations, This information should be used in
a report, but the emphasis in the report should be on the operation of the
corporations and on their results rather than on the provisions of law or the

formal administrative setup,.

(There should be flexibility in the treatment of each institution, but

in moat cases the material under A should be in tabular form; the material
under B in textual form, with appropriate subheadings to facilitate easy
mad.ing . )

A,

1. Name of organization and date of its creation, with a reference to

the relevant statutes or administrative orders.
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2. Governing body including number of members, method of appointment,
and responsibilities,
3. Announced objectives:
(2) Planning of economic development,
(b) Mnancing of economic development,
(c) Reducing or eliminating foreign economic centrol,
(d) Fmphasizing particular types of economic development,
I, Authorized activities, including statement as to authority to make
loans, to participate in equity finaneing, and to engage directly in production,
5, Sources of funds, including dedicated taxes, appropriations, and

borrowing,

1. TFactual statement of its operations to date, with emphasis on the
distridution of its activities between lending, equity investment, and direct
production, and between various fields of economic activity such as generation
of electricity, sgrieulture, or industry.

2. General philosophy of its operations?

(a) Making good a deficlency of private saving,

(b) Active promotion in supplying an entrepreneurship that is lacking,

(¢) Carrying thru projects that are considered too large te be handled
by private capital, such as a steel plant or a hydroelectrie plant,

(4) Securing a sufficient scale of operations to make profitable a group
of projects, where individual projects might not be profitable,

(e) Coordinating the various aspects of economic development,

(fl Pype of economic development that has been considered most essential.

3., Relation, if any, of its operations %o a central planning ageney.
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k, Relation, if any, of its opsrations to those of other developmental
corporations in the country.

5. Sources to date of its finanecing.

6. General conclusions ass to ita record:

1. PMinsnecial, ineluding a judgment, if the facts warrant a judgment,
as to the relative success of the three principal methods of
giving financial aid: losns, equity finaneing, or dirket production.

14. The relation of investment corporation financing %o total invest-
ment in the country, insofar as information is available. (Suggested
points of coverage are indicated on a separate sheet.)

114. Production.

iv. Politieal, insofar as conclusione ecan reasonably be drawn.

7. Comnection, if any, of its operations with tariff policy or other
import control poliey.

8. Influence, if any, of downward trend in United States tariffs upon
the attitude of the development corporation as to the lines of domestic activity
that should receive priority in its progranm.

9. Influence, if any, since 1945 of the contimued high price of foods
stuffs and raw materizls upon the sttitude of the corperation toward the most
desirable lines of domestic economic development.

10, Any discernidle trende in the activities or philesophy of the
corporation.
11, Any conclusions of value to the Bank to be drawn from the experience

of the corporation.

1. Strong snd vocal desire in underdeveloped countries to raise living

standards,
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2, larger smetting of this problem. HNot a new thing, but the growth has
been recently stimulated by:

i. An inerease of the power and functions of government.

11, Growth in literacy and communication, making people in low
ineome countriee more conscious of the difference between
their economic situation end that in the more advanced countries.

111, The growing political significence, both domestic and intere
national, of areas of poverty.
3. Precedents for the development corporation in the early history of
the United States.

i. Geverrnment sponsored and financed highways, canals, and rail-
roads in the 1820's and 1830's.

i1, Inerease in tariffs to foster industrial development.

{111, Zgriculture banks of the Southern states financed largely
by foreign borrowing,

iv. Government guarsntee of railroad bosrds and the distribution
of public land to reilroad companies.

ls, Precedents for development corporations in letin America and the
Middle REast.

i. ILimited public desire for economic development as long as
sgriculture was largely assoclated with a semi-feudal soclety,
and forelgn capital financed railroads.

11, Counterparts of development corporation in latin America in
1930 s;

(2) Cajes de Credite
(v) Authorization for central banks to make long=-term
loans for esconomic development.
5. Great growth of formal development corporations after 1930.

i. Association of this with the great depression, and particularly



ii.

i.

ii.

iii,
iv.
V.
vi.
vii,

viii,

ix.

Xe
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with the deterioration in the terms of trade of agriculture
and raw material producing countries and the consequent belief
that the industrialization insured an increase in real income.
Explanation of the fact that formal development corporations
were not established in some countries, e.g. Brazil. (This

point needs further study.)

Reasons for setting up the development corporations in particular
countries; e.g. cutting off of foreign loans, low prices of agri-
cultural exports, loss of foreign markets for sgricultural or
mineral products, as in the case of Chile.

The charscteristic administrative arrangements of development
corporations.

The basic objectives of development corporations,

Relation of development corporations to planning boards.

The sources of financing.

The financial experience of development corporations.

The production results of development corporations.

The #ignificance of development corporation financing in

relation to total investment.

Publie opinion toward the achievements of development corporations
within the countries where they have operated.

Experience of the Export-Import Bank with development corporations.

Txperience of the International Bank with development corporations.



1. Desiradility of leans to development corporations as compared with
loans to govermment.

2. TFinsncial provisions in loans to development corporations.

3. Type of development corporation activity most suitable for Jank
finaneing.

4, Attitude of the Bank toward the administrative setup of development

corporvations,

Frank W, Fetter
20 June 1950



1.

2.

T

How muech of the total foreign investmont has gone, in
racent years, through development corporations? If
possible, this should be shown on a year-to-year basis,

How much total investment (both foreign and domestie)
has zone through development corverations?! If possible,
this should be shown on a yeareto-year basis.

How much of the investment made by the development
corporations represents foreign eapital? Foreign capital
ghould be shown as a percentage of the total investment
of the development corperation, If pessible, figures
should be shown on a year-to-year basis.

Frenk W. Fetter
20 June 1950
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ISTITUTU MOBILIARE ITALIANO

COSTITUITO CON R. 0. LEGGE 13 NOVEMBRE 1931 N, 1298, CORVERTITO IN LEGGE 15 DICEMBRT 1532 M. 158

ﬁe{émmwk MOBILITAL Howe, A June 19, 1950
i 571, VIA DEL COKSO
Cet, 654547

Y A

DA CITARE MELLA RISPOSTA)

Dear lr., Blackg

Confirming mine of 16th inst. I am enclosing tiae
docuwents I prouised, to wit:
(1) a descriptive pamphlet containing particulars of the

establishment of I.li.I., its organs and functions;

3 novembre 931, N, 15998

(2) the articles of association of I.li.I. still in force; the
text of the Royal Decree 25,XI.1940, N° 1955, relating to the
transfer to I.lM.I. of the ligquidated Naval Credit Institute.
Also the Royal Decree Law of 2.VI.1946, N° 491, containing
some amendments to the previous rules relating to the appoint-
ment of tne President, ti.e Directors, and the Auditors, to the
composition of the several Committees, and to tie operations
of the Institute,

I can state right now that the Italian authorities

‘Esente da [esss di Registro e di Bolio - aro 8 K. UL L ow.

are studying measures for enlarging our field of action and

facilitating and extending our workj;

(3) the list of contributors to the capital of the Institute,

and tae members of tlie Board of Directors and of the several

vouliittees;

(4) the reports on tie balance-sheet for the business years

1047-1948, 1948-1949 and tie balance-sheet and statement of
¥ accounts for tue business year which closed on larch 31,1950
% (the annual general meeting will be held in a few days time

_\; and I shall see that the final text of tie report is mailed
é?b you)., I am also sending you a statement showing the activities

of the several operations, You will see from this documentation




ISTITUTO MOBILIARE ITALIANO
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that. the global amount of tiie business transacted by tie Institute,
directly or on account of third parties, accounts for a truly notabl
quota of all the Investments made by the national credit system, The
I.ll.I, investments are extended to all branches of activity but more
especially to key industries and public services (electric power,
telecommunications, shipping, etc.);

(5) an explanatory note on the practical working of the Institute.

I should like to call your attention to the siuplicity and elasticit
of our organisation wnich makes use of the branch banks of tlhe Banca
d'Italia and of our agencies openedc. in lilan, Turin, Venice, Floren
ce, and one new being organized in Genoa, that 1s to say in tle
centres oi tue regions oir wost luportance ifor tne industrial life

of our country.

Replying to the wish you express to know uy opinion on the
work of I.l.I., in procuring investments and promoting econo.ic pro-
gress, I can say that the working of the Export Iuport Bank and
E.R.P, have shown the possibility and utility of loans to Italian
industry when financial aid is given with due care and caution.
Italian industry is now engaged in carrying out a vast plan for
bringing its equipment up to date, so as to meet tue needs of the
international competitive uarket; in this connection I consider
that it would be extreunely profitable to secure loans or otier forms
of investient, t.e use of which should not be restricted - as are
the kExport Import Bank and E.R.,P. loans - to tiie purchase of machi-

nery. or raterials in tiue U.S.4, ; ' @
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I can also say tuat tlhe increased activity secured by
sorne of t.e concerns thanks to tue Export Iuport Bank and E.R.P,
loans has attained truly conspicuous figures., In sone cases out-
Tut has risen by as much as 30-50 per cent, with a corresponding
reduction of costs.,

I am forwarding this brief note together wit. the an-
nexed material so tuat you and tiae officers of your Bank may ex-
anine them and let me know the points on which you would likc
further information, wihich I shall hasten to supply with all
po?gihlb details.

- I shall therefore await the favor of a reply while
renewing the assurance tuaat lir, Crena de Jongh, when in Italy,
wiif be extended a hearty welcome and will Ee given all possible

assistance,

Sincerely yours,

.

Silvio Borri ////

Mr . EUGENE BLACK

President of tie International Bank
of Reconstruction and Development
Wwa o HEINGT ODN-25.: D.Cs
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=l INTERNATIC L BANK FOR RECONSTRUCTION ¢  DEVELOPMENT ,(y, . Qnﬂ:mhm
TO: Mr, Richard H, Demuth DATE: June 16, 1950
FROM: Benjamin B. King &
gt """r
a . for . :
SUBJECT: F""f“‘“{ ‘iiﬂn ‘2, o La '()& /J
L a 6’ o'f
3 "
: I have read Mr, Rosen’s memorandum of June 15th regarding the
paper on an International Development Corporation and would like to offer
the following remarks on hig comments,
2. The memorandum states that anticipated profits will be higher
than interest rates and consequently (sic) transfers (i.e, actual profits)
mast be higher., This is a logical non sequitur,
3. Assuming that actual profits on average are higher than interest
rates this is:
a) admitted to be possible in the paper
b) not the point discussed in the paper which merely states that
~"the burden of transfers under equity financing tends to dbe
heaviest vhen it can most easily be borne and lightest when
the difficulties are greatest" (i.e. the point is one of
timing)
L, The point, which the paper does not make but which the memorandum
seems to be attacking is worth discussing since by its omission the case for
equity financing is undergtated, It is that the net foreign exchange receipts
from equity finencing may be expected to be higher than the net foreign
exchange receipts from debt financing,
5e Take first the simpler case of an export industry financed

by foreign equity capital, Transferable profits equal exports less wages,
taxes, inland freight etec. Net foreign exchange receipts must be positive,
Even setting against this the same industry run with the same efficiency

but financed by debt, is not necessarily true, particularly during the
initial period of developmenti . .. .

6e In any event, the comparison just made is a most improbable one
in practice., The more likely ones, the omnes discussed in the paper, are:

either a) between two different enterprises one of the public works type
financed by debt and the other an industry financed by foreign
equity capital
ored
or b) an industry financed by debt)run by local management and the
same industry financed by foreigzam equity capital and run by
foreign and superior management,

Te In these comparisons, there seems no a priori reason to suppose

that the net foreign exchange receipts from the foreign managed enterprise

will be less than those of the locally managed one. There is a strong

presumption to the contrary, If Iram or Venezuela had run their own oil
industries, would they be earning as much foreign exchange (net) as they are |27
today? Do the examples of Mexico and Colombia encoursge an answer in the )
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affirmative? The idea that foreign management is likely to be much more
efficient than local management in an underdeveloped country may be un-
popular, but it is not thereby refuted,

8. So far export industries have been discussed. The case of
"import" industries is neither so simple nor so strong and the tone of

the paper admits this. However, a large number of foreign mamufacturing
industries develop directly out of the import trade and thereby save imports
(e.g. sutomobiles, rubber, soap). Here the equation is profits equal imports
gaved less wages, taxes, inland freight etc. and the same argument in general
applies.

9. However it must be admitted that such an industry might:

a) save a soft currency but involve transfer of a hard one

b) be placed in a semi-monopolistic position by import controls
and consequently earn very large profits. A country allowing
these extraordinary advantages without introduncing compensating
taxation would have only itself to blame,

10. The memorandum argues that profits of a mamufacturing enterprise
do not vary with world trade, The paper does not say this nor does it carry
this implication. It refers to "movements in trade and net receipts of
foreign exchange". This clearly refers to the trade of the country itself,
if only because the term "net foreign exchange receipts" is meaningless

on a world basis,.

11, It would seem reasonable to suppose that the activities of
manufacturing industries in, say, El Salvador, would, ceteris paribus,
correspond in some way with the value of trade in coffee and hence the
income accruing to coffee producers,

12, Yet another factor to be considered ie risk, Not all enterprises,
public or private, will be successful., Some will be flops. The debt-financed
flop leaves a debt behind; the eguity-financed flop doesn’t. It might be
argued that it would be worthwhile for an underdeveloped country to pay a
premium for shifting the burden of risk, even if there were no other
advantages.

13 The point about credit standing is somewhat distorted by pre-
supposing the existence of & gnarantee. Is it not the case that in many
underdeveloped countries profits up to X per cent are put in one category
of transfers and the excess in lower categories? If this is so, the
government only guarantees certain pari passu treatment of profits, not
transfer absolutely. ZEven when there is an absolute guarantee, it is
highly questionable whether failure to make such a transfer sould be
regarded as seriously as a debt default,
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(DA CITARE NMELLA RISPOSTA!

134 novembre 1931, M. Lizd

Dear Mr. Black,

I am replyiﬂg with some delay to your
kind ietter of June, 5, for a business trip kept
me out of Rome for some days. 1 gave instructions
for selecting some literature concerning the or-

i; ganization, management and funetdons of I.ll.T.
C and in a very few days 1 will send them to you.

In the meantine I wish to tell you how pleased

Esente da [esse di Registro e di Bollo - art, 8 K L. L

I am for your interest about I.l.I. and how glad

I will be to meet Iir, Crena de Jongh an to give

him every assistance in my power,

Sincerely yours,

lir. BEUGENE BLACK

President ot the Internmational Bank

for Reconstruection and Development
\J WASHINGTON 25, D.C.
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INSTITUT NATIONAL DE CREDIT AGRICOLE

RUE JOSEPH 1. 56
BRUXELLES

F. DE NEUTER

DIRECTEUR GENERAL

Brussels, June 15th, 1950,

Dear Sir,

I wish to acknowledge receipt of your letter of Juné/Bth
whereby you ask for information about the Institut National
de Crédit Agricole. Needless to say that I shall be very
pleased to aid you in the fulfilment of your task.

Per same mail, I am sending you the Statute of the Insti-
tut National de Crédit Agricole, our General Conditions and
the yearly statements of the Board of our Institute since
the end of the war.

As to the work fulfilled by us, I could n't do better
than to give you a copy of my report on the development of
the agricultural credit in Belgium which I presented lately
before the Congress held by the C.I.C.A. (Confédération
Internationale du Crédit Agricole) at Zurich last lMay. I
think it would be interesting for _you to contact the General

| Secretary of the C.I.C.h..dr. Fr. Angelini, 24, Beethoven-
| “8trasse, Zurich.

I shall be honoured to receive the visit of Mr. Crena de
Iongh, your Treasurer, and to give him all required infor-

mations. W@%ﬁgugh to inform me in time of
the arrival in Belgium of My, Crena de fomgho

With thanks,

! Sincerely yours,

kﬁ\*‘“‘ﬁﬂ /- ﬂ““'f/:f/
ekl Sani

Mr. Eugene R. BLACK,

President of the International Bank
for Reconstruction and Development,

Washington 25.D.C. _ ' ¢
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Mister Black
NATIONAL SOCIETY OF CREDIT
TO INDUSTRY
The President Brussels, 10 June 1950,

Dear Mister President,

I have just received your letter of X;ne 56

Needless s to say that I take pleasure in informing you as
thoroughly as possible on the subject of the activity of the National
Society of Credit to Industry.

Under separate cover I am sending you a copy of our
regulations and of our last annual balance,

You will see that our credits amount, at present, to 7 billion
francs and that moreover we have opened credits as yet unused up to
neakly 2 billions. Taking into account the importancs of our country,
you will understand immediately all the significance that such a
volume of long-term credits has for the development of industrial
investments,

Our advances are generally reimbursed in 10 years, sometimes
in 15 years, with the result that the funds which become available
through these reimbursements can, each time, be reinvested in other
profitable enterprises,

The granting of long-term credits, however, runs into very
real difficulties, for instance as regards guarantees,

I am very willing to inform the Treasurer of four Bank,

Mr. de Iongh, of what we are doing, when he calls on me.
The National Society of Credit to Industry has existed for

30 years. It was founded immediately after the First World War. I

o
f'\»
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believe it was one of the very first institutions created for

long-term industrial financing.

I am, dear Mr. President, very sincerely yours,

R. VANDEPUTTE



SOCIETE NATIONALE DE CREDIT _
A L'INDUSTRIE 16 . BOULEVARD DE WATERLOO
BRUXELLES le 10 Jjuin 19‘50 .

LE PRESIDENT

Cher lonsieur le Président,

Je regois 2 l?instant votre lettre du
5 Juin,

Il va de soli que je me fais un plaisir
de vous documenter aussi Targewent que p0551b?e au sujet
de 1l?activité de la Société Nationale de Crédit & 1’In-
dustrie.

Sous pli séparé, je vous adresse un exem-
plaire de nos statuts et de notre dernier bilan annuel.

Vous constaterez que l’encours de nos
crédits s?éleve, & l’heure actuelle, & environ 7 mil-
liards de francs et que nous avons, de plus, ouvert des
crédits non encore utilisés & concurrence de prés de
2 milliards. Tenant compte de 1l?importance de notre pays,
vous comprendrez immédiatement toute la 51ﬂn1ficatlon
que peut avoir un tel volume de crédits a lcng terme
pour le développement des investissements industriels.

Nos avances se remboursent généralement en
10 ans, parfois en 15 ans, d’ou il résulte que les fonds
devenant disponibles par ces remboursements peuvent, a
chaque fois, 8tre réinvestis en faveur d’autres entre-
prises qui nous exposent des programmes intéressants.

cal o4

Monsieur Eugene R. BLACK
?

Président de
JINTERNATIONAL BANK FOR RECONSTRUCTION
AND DEVELOPMENT,

WASHINGTON 25.D.C. i
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. . L%octroi de crédits & long terme se
heurte cependant & de tres réelles difficultés, par
exemple en matitre de garanties.

o Clest trés volentiers que je mettrail
le Trésorier de votre Banque, Mr de, Iongh, au courant
des expériences que nous falsons, lorsqu’il nme fera
visite comme vous me lrannoncez.

La Société Nationale de. Crédit & 1’In-
dustrie existe depuis 30 ans, Elle a été fondée
1mred1atenent-aprgs da- pTePLvye-guerre mondiale. Llle
fuf je -penmse,’ 1’une des toutes premieres institutions
creees pour le financement & 1ong terme de 1l’industrie.

Veuillez ecroine, cher lMonsieur le Prési-
dent, a. l’assurance. de mes bons sentiments.

R VANDEPUTTE

[.l:-_'&
ca
(9941
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June 5 ’ 1950

Dear Mr, Basyn:

I am writing at the suggestion of Mr. Maurice Frere, in order to
obtain information dealing with various aspeets of the Caisse Nationale
de Credit Professionnel. The 1.B,3.D, has been following with interest
the activities of specialized organisations which were founded in a
number of countries to promote the development of their economy by pro-
viding financial assistance in the form of long-term eredits, equity
capital, or by other means, The field of such financial institutions
is often very similar to that of the I.B.R.D. itself, which in many ways
fulfills the same purpose in the international field as these organiza-
tions fulfill in their own countries, '

We are sure the I.B.R,D, can learn much from the mathods used by
orgenizations founded by our members and might, in sowe cases, usefully
cooperate with theam. Knowledge of their form of organization and oper-
ating procedures may also prove very useful to us when we are called upon
by other member countries for advisory assistance in connection with
establishing or guiding the activities of their development institutions.

Mr. Crena de Iongh, Treasurer of the Bank, will be visiting some of
the European organizations in question this year, after his attendance
at the Fifth Annual Meeting in Paris, in order to become persomelly
acquainted with their operations., I will be writing Mr. Frere of
Mr. Crena de Iongh's exact arrival date in Belgium, but prior to this
visit I would appreciate receiving any information you may have concerning
the organization, management, and functions of the Calsse Nationale de .
Credit Professionnel. In addition, I would be very pleased to have any
comments which you might be prepared to give me in this comnection,
including your views as to hovw successful 1t has been in your country in
promoting investment and ecomomic progress.

With many thanks,

Sincerely yours,

(Signed) Eugene R. Elack

Bugene R, Black

Mr. Jacques Basyn

President

Caisse Nationale de Credit Professionnel
135 Rue Joseph II

Brussels, Belgium

Diifollock:dbs
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June 5, 1950

Dear Ur., Charles:

I am writing at the suggestion of Mr. Maurice Frere, in order %o
obtain information on any specialized financial institutions which |
may be operating in the Belgien Congo. The I1.B.A.D. has been follow-
ing with interest the activities of organizations which were founded
in a number of ecountries to prosote the development of both their
netropolitan and overseas territories, by providing financial assist-
ance in the form of long-term credits, equity capital, or by other
means, The field of such institutions is often very similar to that
of the I.8.R.D. itself, which in meany ways fulfills the same purpose
in the international field as these organizations fulfill in their

own countries.

We are sure that the I.B.R.D, can learn mich from the methods
used by organizations founded by our members and might, in some cases,
usefully cooperate with them. Knowledge of their form of organization
and operating procedurss may slso prove very useful to us when we are
ealled upon by other member countries for advisory assistance in con-
nection with establishing or gulding the activities of their develop-
ment institutions,

Mr, Crena de Tongh, Treasurer of the Bamk, will be visiting some
of the Buropean organizations in question this year, after his attend-
ance at the Fifth Anmal Meeting in Paris, in order to become per-
sonally soguainted with their operatioms, I will be writing Mr. Frere
of Mr. Crena de Iongh's exact arrival date in Belgium, but prior to
this vigit I would appreciate receiving any information you may have
coneerning the organization, management and fumetions of similar insti-
tutions working in the Belgian Congo. In addition, I would be very
pleased to have any comments which you might be prepared to give me in
this connection, ineluding your views as to how suecessful such insti-
tutions have beem in promoting investment and economiec progress in the

Congo.
Hit.h many thanka,
3incerely yours,

(Signed) Eugene R. Black
Bugene R, Black

Mr. Paul Charles, Governor

Banque du Congo Belge
14 Rue Theresienne
Brussels, Belgium f

DHPollogk:ibs
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June 5, 1950

Dear Mr, De Guchteneere:

I am writing at the suggestion of Mr. Maurice Frere, in order to
obtain information dealing with various aspects of the Caisse Generale
d'Epargne et de Retraite. The I.B.R.D. has been following with interest
the activities of specialized organizations which were founded in a
number of countries to promote the development of their economy by pro-
viding financial agsistance in the form of long-term credits, equity
eapital, or by other means. The field of such finsneial institutions
is often very similar to that of the I.B.R.D, itself, which in many ways
fulfills the same purpose in the intermational field as these organiza-
tions fulfill in their own countries, < i

We are sure the I.B.8.D. can learn much from the methods used by
organizations founded by our members and might, in some cases, usefully
cooperate with them. Knowledge of their form of orgamiszation and oper-
ating procedures may also prove very useful to us when we are called upon
by other member countries for advisory assistance in commection with
establishing or guilding the activities of their development inatitutions,

Mr. Crena de Iongh, Treasurer of the Bank, will be visiting some of
the Buropean organizations in question this year, after his attendance
at the Fifth Annual Meeting in Paris, in order to become personally
acquainted with their operations, I will be writing Mr. Frere of Mr,
Crena de Iongh's exact arrival date in Belgium, but prior to this visit
I would appreciate receiving eny information you may have concerning the
organization, management, and functions of the Celsse Generals 4'Epargne
et de Retraite. In addition, I would be very pleased to have any comments
which you might be prepared to give me in this comnection, including your
views as to how successful it hae been in your country in promoting
investment and economic progress.

With many thanks, _
Sincerely yours,

. r. Black
(Saaeed) guger® ©

Bagene R. Black

Mr. Andre De Guchieneere

General Manager

Caisse Generale d'Epargne et de Retraite
48 Rue dn Fosse aux Loups

Brussels, Belgium

fed 2
S N
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June 5, 1950

Dear Mr, Frere: ‘/

Thank you very mmch for your letter of May 13, and the assistance
you had offered in commection with our stady on specialiszed finaneial
institutions in Earope.

As suggested in your letter, I shall be writing to Messrs. R. V,
Putte, A. De Guchteneere, J. Basyn, and F. De Neuter for information
relating to certain institutions in Belgium, and to Mr. P. Charles for
similar information concerning the Belgian Congo.

Mr. Crena de Iongh, Treasurer of the Bank, will be conducting
this investigation during and after his attendance at the Fifth Anmmal
Meeting in Paris, and I would like to take the liberty of writing
again to notify you of his exaet arrival date in Belgium, I am very
grateful for the assistance I am sure you and the above officials will
give Mr, Crena de Iongh at that time.

Sinecerely yours,

(sigued) Eugene R+ B1CE

Bugene R, Black

Mr. Maurice Frere

Governeur

Bangue Nationale de Belgique
Brugssels, Belgium

DiPollock:dbs
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June 5, 1950

Dear Mr. Vande Putte:

I am writing at the suggestion of Mr. Maurice Frere, in order to
obtain information dealing with various aspects of the Soclete Natiomale
de Credit a 1'Industrie, The I.B.R.D. has been following with interest
the activities of specialized organizations which were founded in a
number of countries to promote the development of their economy by pro-
viding financial assistance in the form of long-term credits, equity
capital, or by other means., The field of such financial institutions
is often very similar to that of the I.B.R.D. itself, which in many ways
fulfills the same purpose in the internmational fleld as these orgeniza-
tions fulfill in their own countries,

We are sure the I,B3.R.D, can learn much from the methods used by
organizations founded by our members and might, in some cases, usefully
cooperate with them. Xnowledge of their form of organization and oper-
ating procedures may also prove very useful to us when we are ealled
upon by other member countries for advisory assistance in commection
with establishing or guiding the activities of their development insti-
tutions,

Mr, Crena de longh, Treasurer of the Bank, will be visiting some
of the Huropean organizations in question this year, after his attend-
ance at the Fifth Annual Meeting in Paris, in order to become per-
sonzlly aequainted with their operations. I will be writing Mr. Frere
of Mr, Crena de Iongh's exact arrival date in Belgium, but prior to
this visit I would sppreciate receiving any information you may have con-
cerning the organization, management, and functions of the Societe
Nationale de Credit a 1'Industrie. In addition, I would be very pleased
to have any comments which you might be prepared to give me im this con-
nection, including your views as to how successful it has been in your
country in promoting investment and economic progress.

With many thanks,

Sincerely yours
Eugen® o IEE
(Signed)

Bugene R, Black

Mr. Robert Vande Puttle

President g
Societe Nationale de Credit a 1'Industrie U
16 Boulevard de Waterloo : ra
Brussels, Belgiilm .

DiiPolloek: dbs
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June 5, 1950

Dear Mr, De Neuter:

I am writing at the suggestion of Mr., Maurice Frere, in order to
obtain information dealing with various aspects of the Institut National
de Credit Agricole. The I.B.R.D. has been following with interest the
activities of specialized organizations which were founded im s number
of countries to promote the development of their economy by providing
financial assistance in the form of lomg-term eredits, equity capltal,
or by other means, The field of such financial institutions is often
very similar to that of the I.B.R.D. itself, which in many ways fulfills
the same purpose in the international field as these organizations ful-
fill in thelr own countries,

We are sure the I.B,R.D. can learn much from the methods used by
organizations founded by our members and might, in some cases, usefully
cooperate with them. Knowledge of their form of organizatiom and oper-
ating procedures may also prove very useful to us when we are called upon
by other member countries for sdvisory assistamce in commection with
establishing or guiding the activities of their development institutlions.

Mr. Crena de Iongh, Treasurer of the Bamk, will be visiting some of
the Buropean organizations in question this year, after his attendance
at the Fifth Anmual Meeting in Paris, in order to become persomally
secquainted with their operations. I will be writimg Mr. Frere of
Mr, Crena de Iongh's exact arrival date im Belgium, but prior to this
visit I would appreciste receiving any information you may have concern-
ing the organization, management, and fumctions of the Institut National
de Credit Agricole. In addition, I would be very pleased to have any
comments which you might be prepared to give me im this commection,
ineluding your views as to how successful it has been in your country in
promoting investment and ecomomlie progress. .

With many thenks,
Sincerely yours,

. (Signed) Eugene R. Blagk
Bugene R. Black
Mr. F. De Neuter
General Manager
Institut National de Credit Agricole
56 Rue Joseph II (14
Brussels, Belgium ; B
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Dear Mr, Cobbold: ' /

Iammwm&mrormrlnuuorlpﬂl 19 and

» and the attached documents relating to the Finance Corpora-
tion for Industry, and the Industrial and Commercial Finance Cor-
poration. The information which you had forwarded is now being
examined by our staff, and I am sure it will be of comsiderable
value in the study of selected European financial institutions
outlined in my letter of April 5.

Mr, Crena de Iongh, Treasurer of the Bank, will be conducting
this investigation in Burope during and after his attendance at
the Fifth Anmual Meeting in Paris. As your letter suggested, I
will notify you in advance of his exmet arrival date in England,
which should be early in October. I am very grateful for the
assistance I am sure you will provide during Mr. Crena de Iongh's

stay in the United Kingdon,
Singerely yours,

{Signed) Eugene R, Black

Bugene R, Black

Mr. C. B. Colbold
Governor

Bank of England
London, England
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Dear Dr. Holtrop: \/

Thank you very maech for your letter of May 24 and the information
relating to the Herstelbank and the Partlicipatie-Maatschippij. Your
letter is presently being examined by our staff and I am sure it will
be of eonsiderable value for the study on selected European finaneial

institutions outlined im my correspondemce of April 5 and April 6.

Mr. Crena de Iongh, Treasurer of the Bank, will be conducting
this investigation in Burope during and after his attendance at the
Fifth Annual Meeting in Paris, and is looking forward to discussing
the projeet with you when the Meeting is completed. Mr, Crena de longh
will be contacting your office prior to his arrival in the Netnerlands,
and I am grateful for the assistance that you and the officials named
in your letter will be able to provide at that time.

3incerely yours,

{Signed) Eugene R. Black

Bugene R. Black

Dr. M, W. Holtrop
President

Nederlandsche Bank
Amgterdan, The Netherlands

DifPolloeksibs

Wm
™
2



EILE COPY

June 51 1950

Dear Doctor Menichella:

Thank you very much for your letter of April 19, and the
assistance which you had offered in comnection with our study on
specizlized financlal institutions in Barope.

As you suggested, I shall be writing to Doctors Uorri amnd
Ferrari, respective Managing Directors of the Istituto Mobiliare
Italiano and the Istituto per la Reconstruzione Industriale, for
information relating specifieally to these two institutions.

Mr. Crena de Iongh, Treasurer of the Bank, will be conducting
this investigation during and after his atiendance at the Fifth
Annual Meeting in Paris, and I would like to take the liberty of
writing again to notify you of his exact arrival date in Italy.

I am very grateful for the assistance I am sure that you and
Doctors Borri and Ferrari will give Mr. Crema de Iongh at that
time,

Singerely yours,

clk
lSignad) Eugene Re Bla

Eugene R. Black

Doctor Domato Menichella
Governatore

Banca d'Italia

Rome, Italy
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June 5, 1950

Dear Lord Trefgarne: /

Thank you very much for your letter of April 18 and the attached
copy of the 1943 Overseas Resources Development Act. Your offer to
provide additional specific information for our study covering selected
financial institutions was also greatly appreciated.

I bave designated Mr. Crema de Iongh, Treasurer of the Bank, to
contimue the investigation in Burepe and he will visit England for
this purpose early in October, after his attendance at the Fifth
Annual Meeting in Paris, Mr. Crena de Iomgh hopes to discuss our
project with you at that time, and I am grateful for the assistance I
am sure you will be able to provide during his stay in the United

Kingdom,
Sineerely yours,

{Signed) Eugene R. Black

Eagene R, Black

The Right Honorable

The Lerd Trefgarne

Colonial Development Corporation
33 Dover Street

London, W 1, England
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June 5, 1950

Dear Doctor Ferrarl:

I am writing at the suggestion of Doctor Menichella, in order to
obtain information dealing with various aspects of the Istituto per la
Reconstruzione Industriale. The I.B.R.D. has been following with interest
the activities of specialized organizations which were founded in a number
of countries to promote the development of their economy by providing
financial assistance in the form of long-term credits, equity capital, or
by other mesns. The field of such financial institutions is often very
similar to that of the I.B.R.D. itself, which in many ways fulfills the
same purpose in the intermational field as these organizations falfill
in their own countiries,

We are sure the I.B.R.D. can learn much from the methods used by
organizations founded by our members and might, in some cases, usefully
cooperate with them. Knowledge of their form of organization and oper-
ating procedures may also prove very useful to us when we are ealled upon
by other member countries for advisory assistance in connection with
establishing or guiding the astivities of their development institutions,

Mr. Crena de Iongh, TPeasurer of the Bank, will be visiting some of
the Buropeen organizations in question this year, after his attendance
2t the Fifth Annual Meeting in Paris, in order to become persemally
acqualnted with their operations. I will be writing Doctor Menichella
of Mr. Crena de Iongh's exact arrival date in Italy, bat prior to this
visit I would appreciate recelving any information you may have concern-
ing the organization, mamsgesent and functions of the Istituto per la
Reconstruzione Industriale. In addition, I would be very pleased to have
any comments which you might be prepared to give me in this comnection,
including your views as to how sueccessful it has been in your couniry in
promoting investment and ecomomie progress.

With many thanks,
Sincerely yours,
{Sigoed) Eugene R. Black
Bugene R, Black
Doctor Arturo Ferrari |

Managing Direclor
Istituto per la Reconstruzionme Industriale

Rome, Italy ()
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June 5, 1950

Dear Doctor Borri:

I am writing at the suggestion of Doctor Henichella, in order to
obtain information dealing with various aspectis of the Istituto Mobiliare
Italiano. The I[.B.R.D. has been following with interest the activities
of specialized organizations which were founded in a number of countries
to promote the development of their ecomomy by providing financial assist-
ance in the form of long-term eredits, equity capital, or by other means.
The field of such finsncial institutions is often very similar to that of
the I.B.R.D., itself, which in many ways fulfills the same purpose in the
international field as these organizations fulfill in their own countries,

We are sure the I,B,R.D. ean learn much from the methods used by
organizations founded by our members and aight, im some cases, usefully
cooperate with them. Knowledge of their form of organization and oper-
ating procedures may also prove very useful to us when we are called upon
by other member eountries for advisory assistance in comnection with
establishing or guiding the eetivitles of their development institutlions.

Mr. Crema de Iongh, Treasurer of the Bank, will be visitlng some of
the Buropean organizations in question this year, after his attendance
at the Fifth Annual Meeting in Paris, in order to become personally -
acquainted with their operations, I will be writing Doctor Menichella
of Mr, Crena de Iongh's exact arrival date im Italy, but prlor to this

vigit I would appreciate receiving any informatien you may have concern-
ing the organization, management and .functions of the Istitato Mobiliare

Italiano. In addition, I would be very pleased to have any comments
which you might be prepared to give me in this comnection, including your
views as to how successful it has been in your couniry in promoting
investment and economic progress.

With many thanks,
Sincerely yours,
{Signed) Eugene R. Black

Bagene R. Black

Doetor Silvio Borri
Managing Director
Istituto Mobiliare Italiameo @

Rome, Italy
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June 5, 1950

Dear Mr. Jahn:

Thank you very much for your letter of April 24, and the
attached information concerning selected financial institutions
in Norway. The memorandum and various documents which you had
enclosed were very comprehensive and will be of considerable value
to our study of speciallzed financial institutions in Burope,

Mr. Crena de Iongh, Treasurer of the Bank, will be conducting
this investigation in Burope, and will welcome an opportumity of
discussing the project with you during his attendance at the Fifth
Annual Meeting in Paris. I am very grateful for the assistance I
am sure you will give Mr. Crena de Iongh at that time.

Sincerely yours,

(Signed) Eugene R. Black

Eugene R, Black

Mr. Gunnar Jahn
Governor
Norges Bank
Oslo, Norway
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Mossrs. Lar Torfs, Basch, lelk, Bochenski
do nm.u,-::;mm. Pollock ’ May 25, 1950

- \/\ Lf- W (A t ':""1“’:"“"] ‘)
Survey of Development Corporations

2. Profegsor Frank W, Fetter, who will head the survey, will
arrive in Vashington around Jume 12 and will be with the Bank
as a Consultant on this project until late Septewber. It is

in the various countries would be particularly useful,

Attachment
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development
areas with particular emphasis on Latin America and the Middle East.
e

The swvey's main purposes will be:

(a) to analyze and assess the experience of member countries
vith development institutions witk a viev to future poliey
recommendations by the Bank to its member countriess

(b) to become better acquaimted with imstitutions through
which many future loans by the Dank may bde chanelled;

(e) to determine the extent to which such institutions have
demonstrated their capesaity to promote sound development in
underdevoloped aress;

(d) %o assess the degres to whieh they have been able to
coordinate planning and development with the countries' -
fiscal and mometary polieiess

(e) to aseertain the degres to whick the institutions bhave
been able %0 inerease local savings or %o channel existing
savings into priority development fislds;

(f) to determine the extent to which private munagement and
private capital, both domestie and foreign, have been utilised
by sueh institutions,



RLANDSCHE BANK /.
DE NEDE e AamsTeErRDAM, May 24, 1950

Mr Eugene R.Black

President

International Bank for Reconstruction and Development
Washington D C

Dear Mr Black,

g /

I write with reference to your letters of April 5 1950
and April 6 1950, re institutions which occupy themselves with
long term financing in the Netherlands and Indonesia. I am sorry
that by a coincidence of circumstances my reply was delayed.

Since the end of the war two such institutions have
been founded in the Netherlands: the " Maatschappij tot Finan-
ciering van het Nationaal Herstel N.V." ("Herstelbank") and the
" Nederlandsche Participatie Maatschappij".

The " Herstelbank" is a semi government institution
with the purpose of financing lomg term credits which eannot be
granted by commercial banks.

The authorized capital,which has been paid up in full,
amounts to Netherlands guilders 300 million, It is divided into
151,000 ordinary shares, owned by the State, and 149,000 prefa-
rence shares, largely in the hands of banks and institutional
investors. The State guarantees a dividend on the preference
shares of 3% percent per annum,

The " Herstelbank" works on a strictly commercial basis
and aims at remunerability and the forming of adequate reserves,
It does not grant credits which it does not consider justified
on commercial grounds, except under a special Government guarantee.

At the end of 1949 the items " Participations™ and
" Debtors" amounted to Netherlands guilders 12,9 million and
Netherlands guilders 200,6 million respectively. :

149



DE NEDERLANDSCHE BANK N.V.
PRESIDENT

-2—

AMSTERDAM, May 24, 1950

The item " Participation" includes participation
in the " Maatschappij voor Industriefinanciering", a prede-
cessor of the Herstelbank which now leads only a nominal exis-
tence and in the " Nederlandsche Participatie Maatschappij".

The total amount of credits contracted by the Herstel-
26l,,281,000,as against
Fl. 205,753,000, as per 31lst December 1948.

bank as per 31lst December 1949 was Fl.

These credit
industries in our country as follows:

F

"

Earthenware-,glass-,lime~,stone-industries
Printing and other graphical industries
Building industry "
Chemical industry

Wood-,cork-,straw consuming industries
Clothing-and cleaning-industries
Leather-,0il-cloth-and rubber consuming industries"
Mining industry "

Metal industry, inclusive ships,airplane and
car building

"
"

"

"

"

Paperindustry

Textile industry

Food processing industries
Agriculture

Fishery

Commerce

Traffic

Others

n

"

n

=

1949

7 239,000
190,000
6,847,000
68,631,000
1,644,000
459,000
12,507,000
239,000
Ly, 582,000

9,342,000
10,917,000
54144,000
1,208,000
3,044,000
26, 441,000
63,820,000
2,027,000

contracts were spread over the different

1948

F 6,782,000
230,000
n 7,476,000
n6l 274,000
n 1,101,000
107,000
n 8,262,000
313,800
41,662,000

i

"

"

n 4,140,000
15,088,000
" 5,016,000
395,000
" 4,537,000
710,795,000
"33,559,000
n 2,016,000

"

F

264,281,000 F.205,753,000

The Managing Board consists of lMessrs J.F. Posthuma,
president, H.J.M. Peeperkorn, director-secretary and M.Sanders.

Main Office: Kneuterdijk 6, The Hague.

by ¢



DE NEDERLANDSCHE BANK N.V.
PRESIDENT =3~ AMSTERDAM, May 24, 1950

The " Nederlandsche Participatie Maatschappij" was
founded in May 1948 by the " Herstelbank", a number of commercial
banks and a large number of institutional investors. Its task
consists in supplying new investors with risk bearing capital.
It is a purely private enterprise on a commercial basis. Its
authorized capital amounts to Netherlands guilders 25,000,000,
fully paid-up.

The Managing Board consists of Messrs P.Plantenga
and HeW,A. van den Wall Bake, Mr. J.,F. Posthuma, president of
the " Herstelbank™ is also a director of the " Nederlandsche
Participatie Maatschappij "« Office address : Keizersgracht 706,
Amsterdam,

There is a close personal contact between the
" Nederlandsche Participatie Maatschappij " and the Institute
for Netherland-American Industrial Cooperation, which aims at
mediation on behalf of the settlement of American industries in
this country.

The problem of long term financing is, of course, a
rather urgent problem in the Netherlands, due to the large in-
crease of population, which makes large scale industrialisation
necessary, and also to the war damage and to technical arrears.

Both the ™ Herstelbank "™ and the " Nederlandsche
Participatie Maatschappij " are contributing in a satisfactory
manner towards the granting of long term credits.

With respect# to the new financial institution now
being founded in Indonesia, I am afraid I cannot give you any
information you have not already found in the press. A law has
been passed regarding the foundation of the " Nederlands- Indo=-
nesische-Maatschappij tot Financiering van het Economisch Herstel
van Indonesi®,N,V," in May 1949, but the by-laws of this insti~
tution have not yet come into force. After the Round Table
Conference RoIl.S.Minister Djoeanda stated to the press that his
Government felt obliged to reconsider its views with respect to

B
=
BN



DE NEDERLANDSCHE BANK N.V. Uy
PRESIDENT - AmsTerDAM, May 24, 1950

f on
(Bip ] I

the " Nederlands-Indonesische Herstelbank".

If officials of the Bank should visit Holland I would
suggest that they contact the above mentioned officials of the
Herstelbank en the Participatie Maatschappij. They might also
be interested to meet Mr W, Koster, Treasurer-~General in the
Finance Department and Dr.A, Winsemius, Director-Genperal of
Industrialisation in the Department of Economic Affairs, who are
both members of the Board of Directors of the Herstelbank, and
Mr.H.BoA. van den Wall Bake, managing director Nederlandsche
Handel=Maatschappij N,V., who is closely connected both with the
Participatie Maatschappij and with the Institute for Netherland~-
American Industrial Cooperation. :

Of course, the Nederlandsche Bank shall also be
delighted to meet any of your representatives who would be visi~-
ting our country.

In reply to the last paragraph of your letter of
April 5th I would like to add that in my opinion the Herstelbank
has without doubt playefan important réle in the reconstruction
of our country since the war as it has made possible the finan-
cing of both reconstructionprojects and new development projects
for which it otherwise would have been very difficult to find
,a proper method of financing. In this respect it should be pointed
out that in most cases the Herstelbank only took care of part
of the financing whilst an other part had to be found by the
applicants elsewhere.

N keviowat Facamonil ""%“s’—" >

Yours sincerely,

)
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MAl WECB
Bank of England

19th May 1950.

Dear Mr.President,

With reference to the
Governor's letter to you of 19th April
lest, with which were enclosed copies
of recent Annual Reports of the Finance
Corporation for Industry and the
Industrial and Commercial Finance
Corporation, I now send you at the
Governor's request a cony of the
recently issued report of the Industrial
and Commercial Winance Corporation for
the year ended 31st March 1950.

Yours sincerely,

-

l-'ﬂ-' \] ._->l‘./\-'ro(- 'p(f). L

R

Private Secretary
to the Governor.

Mr.Bugene R.Black.
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MAY 1G Rec’D

Brussels, May I3, I950,

LE GOUVERNEUR

Dear Mr. Black,

A
I duly received your letters of Apri{-s and
to which I was unable to give personal consideration on
account of several trips I had to make abroad,
I think I could suggest you the following
names:

- Mr. Robert Vande Putte, President of the
Société Nationale de Crédit & 1'Industrie,
16, boulevard de Waterloo, Brussels;

- Mr, André De Gucht ere, General llanager of the
Caisse Géndrale d'Epargne et de Retraite,
48, rue du Fossé aux Loups, Brussels;

3 - lr. Jacques Basyn, President of the
¥ Caisse Nationale de Crédit Professionnel,
185, rue Joseph II, Brussels;

- Mr, F, De Neuter, General lManager of the
Institut National de Crédit Agricole,
56, rue Joseph II, Brussels,

With regard to the Belgian Congo, I think
the best man to see would be:

- Mr, Paul Charles, Governor of the
Banque du Congo Belge,
14, rue Thérésienne, Brussels,

He: could, if needed, bring your people in
touch with other persons,

With best personal regards, believe me, dear
Mr. Black,

very sincerely yours

Mr. Bugene R. BLACK, ,/gff_ ﬁ/\\
President, ,/ifc//? ) é{' h
International Bank for ;; e o R S

. Reconstruction and Development,
WASHINGTON D.C, : 154
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FILE GOPY /7

Mzy 1, 1950

Pear (ecrget

I am attaching a list of some mixed corporations.
e have a list of a number of such corporations but une
fortunately we do not usually have many cetails., It is
a project we propose to go inte later on in the year,

The Bank ie not anxious for too much publicity on
the Industrial Bank in Turkey since it is still in a
formulative stage,

" Regards,

E. Harrison Clark
Assistant to the Lirector

Economic Department
lir, Oeorge Vanderhoef |
Department of Cormerce
Washington 25, D. C.

Attachment

EHClarkiam
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India « Industrial Pinance Corp., mixed Government and private capital.

Iran « Planning Organization, calls for mixed Oovermment and private
capital, foreign and domestic.

Cuatemsla - Instituto Nacional de Fomento de la Produccion, capital
Covernmental but may operate enterprises or give financial
assistance to private enterprises.

Mexico -« Naccional Financiera, mixed capital, Covernment and private
(domestic) plus Exim and IBRD loans,

Chile « Corperacion de Fomento de la Produccion, mixed capital,
Government and private (domestic) plus Exim and IERD loans,

Haiti - Soclete Haitiano - Americaime de Developpement Agricole
(Joint Haitian Government Exim Bank creation)

Bolivia = Corporacion Boliviano de Fomento (Jeint Bolivian Covernment,
Exim Bank creation)

Indonesia - Indonesian Recovery Bank (Jjoint capftal Hetherlands and N.E.I.
Some private capital probably invelved)

Colonies - The DBritish and French both have verious colemial saterprises,
partly Government, partly privawe. :

ﬂ’f ;
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LUFTPOST

NORGES BANK

BANQUE DE NORVEGE

osLo, April 28, 1950.

TELEGRAFADRESSE: HOVEDBANK

Mr. Eugene R. Black, President,
International Bank for Reconstruction and Development,

Washington 6, D.C.

Dear Mr. Black,
Referring to my letter of April 24, I would like to

‘correct the information given on page 4 in the memo accompanying
my letter. We stated there that the share capital of the Den
Norske Industribank in Oslo amounts to 20 million kroner, and
this corresponds to the text of the reprint of the law sent you,
and which we received from the Industribank. However, by an
additional law of June 17, 1949, Sec. 2 of the law on the Den
Norske Industribank has been changed, raising the share capital
of the bank from the previous amount of 20 million to 30 million
kroner. As each share has a face value of 1000 kroner, there
are now 30,000 shares, consisting of 2 series, viz._ggriqg;gain
comprising 15,300 shares, and Series B comprising 14,300_%ha;es.
By ordinary mail I sent you on April 24, a copy of the iéf%éﬁ
report, balance sheet and profit and loss account of the Den
Norske Industribank (Beretning og Regnskap for 1949), and it

~ will be seen from page 3 in that report that the rise in the

--share capital has taken place on July 1, 1949.

o With kind regards,

= sincerely yours,

% . Ve

e
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NORGES BANK

LUFTPOST

BANQUE DE NORVEGE

osLo, April 24, 1950.

TELEGRAFADRESSE: HOVEDBANK

Mr. Eugene R. Black, President,
International Bank for Reconstruction and Development,

Washington 6, D.C,

Dear Mr. Black, v//

Thank you for your letter of April 5, 1950, signifying
that the IBRD has been following with interest the activities
of organizations, founded in different countries with a view to
promoting the development of their economy by providing financial
assistance in the form of long-term credits, equity capital or
by other means.

You are asking in your letter for information about
such organizations in Norway, adding that you had in mind for
example the Den Norske Industribank, and the Statens Fiskarbank.

A memorandum has therefore been set up by us, giﬁing
a short review of organizations providing leng-term credits in
Norway. In addition to this review, which follows as enclosure
to this letter, one copy each of the respective laws or regul-
ations ruling the activities of these organizations have been
sent you by ordinary mall. As a matter of fact the text of these
laws and regulations are in Norwegian only. If you should find
any of these organizations of special interest to you, you no
doubt would have an opportunity to have the text translated into
English, for example by Miss Grace Werring in the IBRD Economic
Department, or by the Norwegian trainee Mr. Erik Himle.

As a general remark I would like to add that short-term
credits are supplied by the ordinary banking system, and that
long-term credits in the form of mortgage loans for dwellings,
etc. since long have been supplied by state-guaranteed banks,
insurance companies, savings banks, and to some degree also by
commercial banks.

o
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LUFTPOST

NORGES BANK

BANQUE DE NORVEGE

osLo, April 24, 1950.

TELEGRAFADRESSE: HOVEDBANK

' o

The bank which you mentioned in your letter and whose
functions you thought might have some resemblance to the IBRD,
viz. Den Norske Industribank, was meant to cover the need of
industrial plants and hotels, etc. for medium-long credits, say
10-15 years, but as you will learn from section 12 of the law
governing the activities of the bank, loans shall be repaid
during a period not exceeding 25 years in the case of industrial
firms, and 35 years in the case of power plants and hotels, etc.

In order to enable you to get a better insight in the
Den Norske Industribank I have pleasure in enclosing to this
1etterx; copy of the latest report, balance sheet and profit and
loss account of this bank.

It goes without saying that I should be glad to give
you any additional information in case you would be interested
to study Norweglan conditions in this field in more detail.

With kind regards,

Sincerely yours,

lrrrafos

éy

X) sent you by ordinary mail

Enclos.



M. 21

Mr. E.R.

BANCA D'ITALIA

| GOVERNATORE Rome, Aprll 19, 1950

Dear Mr. Black,

I acknowledge receipt of your letter of April 5th in
which you inform me that the International Bank for Reconstruc-—
tion and Development deems advisable to inquire sbout the orga-
nizations which have been founded in a number of countries to
promote the development of their economy by providing financial
assistance in the form of long-term credits, equity capital or
by other means. To this purpose, it is your intention to have
one or more officials of the Bank visit some of the European
organizations in gquestion to get acquainted by personal contact
with their operations.

I shall be glad to dispose that the officials charged
with this task should receive any possible assistance on the
part of my staff and be able to obtain informations about the
organization and the functions of these institutions as well as
about the results achieved by them. Meanwhile - as to the two
Italian Institutions mentioned by you - I think it would be use-
ful to address yourself to the Managing Director of the Istitu-
to Mobiliare Italiano, Dott. Silvio Borri and to the Managing
Director of the Istituto per la Ricoatruzione Industriale, Dott.
Arturo Ferrari.

Sineerely Yours F 4
7 S

& —ﬂﬂ//'ii;wﬁhfﬂﬂﬁk;,.C{}L/“l}

BLACK

President
International Bank for Reconstruction
and Development

WASHINGTON 6, D.C.
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Bank of England,
omdon. ncs

19th April 1950,

Dear Mr.President,

In reply to your letter of the S5th April, I enclose
a brief note on the Finance Corporation for Industry and the
Industrial and Commercial Finance Corporation, together with copies
of the Chairmen's speeches and annual accounts, in the hope that
these documents may provide a useful background for the
conversations which your officials wish to have later this year
with representatives of these two Organisations.

I have not attempted in the note to make my own
assessment of the success of these two Corporations because I think
it is too soon to pass judgment. Moreover, it is difficult to say
how much of the business which they have done would have remained
undone if the Corporations had not existed. However, you will
notice that the Chairmen, in their speeches, have given rather
detailed accounts of their experience hitherto and these are
probably the best commentaries that can be obtained for the time
being on the merits of the organisations.

As regards the forthcoming visits by your officials,
I would suggest that you let me know in due course the dates for
which these are proposed and the names of the individuals concerned
and I will then arrange for them to be introduced to the appropriate
people in the two Corporations. In the meantime, I would prepare
the ground here by letting the respective Chairmen know of your
intentions. I feel sure that they will be only too glad to give
every facility for the discussions which you have in mind.

LY

Yours sincerely,

Mr.Eugene R.Black.
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TELEPHONE: MAYFAIR 749 TELEGRAMS: VELOP,PICCY,LONDO. CODE: BENTLEYS SECOND

COLONIAL DEVELOPMENT CORPORATION

33, DOVER STREET
LONDON, W. 1

GHAIRMAN'S OFFICE

Mr. Eugene R. Black,
International Rank for Reconstruction and Development,
washington 6, D.C.

AIE MATIL [M 2 18th April, 19950.
R A~ //3 "\4/'(, ‘ /

Thank you for your letter of 7th April, which
I have received on my return from overseas.

You will no doubt be aware that up to 1939 the
develogment of the Colonial Empire was largely
carried out by“private enterprise which still plays a 1t
large part through such institutions as T,ondon Banks
and Finance Houses, large concerns like the United
Africa Co. and newer Corporations such as the British
Central Africa Co., and innumerable smaller concermns.
Perhaps one of the best examples of Colonial develop-
ment through private enterprise is Barclays Bank
(D. C. & 0.), and its associate Barclays Overseas
Nevelopment Corporation Litd., of which concern I was
a director until I resigned on undertaking the
Chairmanship of this Corporation.

Another field of finance is'{;ans raised
by the Colonies themselves on the open market through
the agency of the Ccrown Agents to the Colonies in
London. These are usual%y for some general purposes
but occasionally for a specific project.

Prior to the setting up of the C.D.C. the
principal State or quasi-state institution for Colonial
development was the C.D. & WXfund voted by Parliament.
This fund, which is administered by the Secretary of
State for the Colonies, provides loans or grants to the
Ccolonies for their 10-year development plans, and the

162
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allocations are more specifically administered in the
colonies themselves by development organisations or
corporations set up for the purpose. The grants are
mainly used for non-profit earning undertakings, such
as roads, schools, hospitals, land settlement, etc.
Principles of application of the ¢.D. & W. funds can be
found in the British Colonial Office's annual reports
of which you no doubt have copies.

In 1948 the C.D.C. was set up by Parliament to
cover (mainlg but not exclusively) the field of Colonial
development between the non-profit earning schemes of the
C.D. & W. fund and those which show the more substantial
and speedier returns demanded by Private Eunterprise.

When I say '"not exclusively" I mean that the Ccorporation
is not debarred from undertaking a project because it
looks attractive enough for private enterprise. We do
not subscribe to the view, which is sometimes expressed,
that private capital flows by a natural or economic law
into every good opportunity. Sometimes such opportunities
are overlooked by private enterprise, or the judgment of
private enterprise and this Corporatlon may be to some
extent at variance. Again, prilvate enterprise may prefer
to go in only if it can hold hands with the corporatlon or
vice versa, and therefore there is no hard and fast
dividing line between the Corporation and Private Enter-
prise.

The borrowing and other powers of the C.D.C. are
best defined in the Act of Parliament, of which a copy
is enclosed, in which it will be seen that C.D.C. schemes
have to show a profitabilit¥ sufficient to cover the
interest on their Treasury loans and their other overheads
and expenses over a perigg of years. This Act also
legislates far the 0.F.CH, a separate corporation set up
to produce food in wnder-developed areas of the Colonies
or elsewhere, This is to some extent in contrast with
the operations of the C.D.C. he principal distinctions
are .-

1) The ¢.D.C. operates undertakings only in certain
dependent territories of the U.K. and not in

—o- 107
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Dominions or foreign countries, while the O.F.C.
has no such territorial restriction.

2) The C.D.C. operates as much for the benefit of
the Colony as to improve the world trade pattern,
while the O.F.C. operations are confined to the
transcendent aim of producing food.

I shall of course be very happy to give you, if
I can, any more specific information you desire.
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April 7, 1950

The Right Honorable

The Lord Trefgarne

Colonial Development Corporation
33 Dover Street

London, W.1l, England

Dear Lord Trefgarne:

I had occasion to write to some of the Governore of
Central Banks in Furope, asking them for information on
organizations founded in their respective countries to pro-
mote the development of their economy by providing financial
aseletance in the form of long-term credits, equity capitel,
or by other mesns, The field of such financial institutions
is often very similer to that of the Internationel Bank for
Reconstruction and Development itself, which in many cases
fulfills the same purpose in the international field as these
organizations fulfill in their own countries, I therefore
thought that eny informetion the Governors could provide us
on thies subject would be very useful to the Bank, especially
as we fully realize thet owing to different circumstances.
prevailing in the various countries, the charscter and back-
ground of each organization will be very different.

Inasmuch a8 this will be even more the case with re-
epect to institutions functioning in colonies and dependent
territories, I would very much like to be informed sbout the
functions and developments of such over-seas inestitutions, and
I would appreciate it if you could see your way to let me have
whetever information you can on institutions of that kind with
which you are femiliar, and perhape let us know how to get
material from which we can form an opinion on whet they are
aﬁi“.

I hope to be in England in Ney and I would very much
like to have the pleasure of seeing you.

"ith kind regards,

Eincerely yours,

-l...-“'.u.....‘ e Mall dve L

Fugene R. Plack

( \\y
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April 6, 1950

Dr. ¥, ¥, Hﬁlm’p
Prenident

Hederlandeche Eank
Amsterdam, The Netherlands

Dear Dr. Holtrop: /

With reference to my letter of April 5 on institu-
tions which occupy themselves with long-term finaneing in
your country, I would be very much interested to get your
views on the funetions of the new finaneial institution
of the same nature that is now being founded in Indonesia,

I am sure that any information you een give me in
this connection will be very helpful to us.

Sincerely yours,

[

,II .“.{} .-;?J.

(Signed) Eugene R. Black

Fugene R. Black



April 6, 1950

¥r. Heurice Frere
Gouverneur

Banque Nationale de Belgique
Eruesels, Celgium

Desr Mr. Frere: /

With reference to my letter of Anril 5 on institu-
tions which ccoupy themselves with long-term financing in
your ecountry, I would be very much obliged if you could
alsc give me the ssme information on similar institutions
working in the Belgian Congo,

I assure you that your assistence in this matter
will be greatly appreciated,

Sincerely yours,

1Y e

‘i.: T ey

R Elack

DCrenadelongh/mct
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April 6, 1950
Er, ¥, Baumgertner
Gouverneur
Eangue de France
Parie, France
Dear lr. Paumgartner: /

¥ith reference to my letter of April 5 on institu-
tions vhich occupy themeelves with long-term financing in
your country, I would be very much obliged if you eoculd
aleo give me the same informetion on similar inetitutions
working in French dependent territories,

I assure you that your assistance in this matter
will be greetly appreciated.

Sincerely yours,

BT o e I 5 Black
S Taeetciel| ._uéuue_ R il _

Eugene R, Black

DCrenadelongh/mct
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¥r, lsurice Frere
Gouverneur

Bangue Raticnale de Felgigue
Bruesels, Pelgium

Dear ¥r, Frere:

The I.B,E,D, has been following with interest the activities of -
organizations which have been founded im a mumber of countries to oro-
mote the development of their ecomomy by providing finanelal sssistance
in the form of long-term credits, equity capital or by other mesns,
The field of such financial institutions is often very similer to that
of the I.B.,R.D, itself, which in many weys fulfills the same purposes
in the internaticnal field se these orgenizations fulfill in their own
countries,

¥e realize ihat owing te the different circumstancee prevailing
in the various countries, the character and beckground of each organ-
isation will be different, Various ressons may have led to the found-
ing of such institutions, and in some ceses, also, organizetions which
were created to meet a particular crisis or in consequence of & war
have eince changed their charscter and have turned to new tasks. In
some cases the founding of these institutions may have been prompted by
insufficiency of loecal money msrkets; in others by lack of sdequate
investment esctivity; or sometimes by lack of interest on the part of the
usual privete sources of finaneing in eertain types of new enterprises.
Fhile scme countriee have tried to solve such difficulties by founding
institutions bandling a great variety of business, other countriee have
founded highly speclalised crganizations handling particular typee of
activities,

fle are sure that the I.B.R.,D. can learn much from the methods
used by organizations founded by cur members snd might, in some cases,
usefully cooperate with them. Knowledge of thelr form of orgenization
and operating procedures may also prove very useful te us vhen we sre
called upon by other member countries for edvisory sssistance in con-
nection with establishing or guiding the sctivities of their development
institutions.

It is our intention to have cne or more officials of the Bank
vieit eome of the Furcopean organizstions in guestion this yeer to get
further acquainted by personal contact with thelr operations. In
felgium I have in mind, for example, the fociete Nstiocnale de Credit
& 1'Industrie. I would thank you if you could give me the nemes of the
pereons whom you think owr officiale might usefully see in your country

!’}} &/ @ A ' 169

'I:-W"&)‘-J . {-i‘} LJ:J L ‘-u.g



mi-

on this subject. Any information sbout the organization, management,
and functions of this or any similar institution, either publiec or
private, would also be greatly appreciated.

In addition, I would be very pleased to have any genersl com-
ments which you might be prepered to give me in this matter, including
your views as to how succeseful such an institution has been in your
country in promoting investment and economic progress,

With many thanks,

Sincerely yours,

(Sigued) Eugene R, Black

Eugene R, black

DCrenade Iongh/JBKnapp/met
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‘¥r. Cunnar Jahn
- Governor

Norgee Fank
Oslo, Norway

Dear ¥r, Jahn:

The I.B.R.D, has been following with interest the activities of
erganigations which have been founded in a number of countries to pro-
mote the development of their economy by rroviding financial aseicstance
in the fore of loéng-term credits, equity capital or by other means,

The field of such financial inetitutions is oftem very similer to that
of the I.BE.K.D, itself, which in many ways fulfills the same purpose
in the international fleld ae these crgenisations fulfill in their ocwn
countries,

Ye realisze that owing to the different circumstances prevailing
in the verious eountries, the character and background of each organ-
igation will be different., Verious reasons may have led to the found-
ing of such institutions, and in some cases, also, organizations which
were created to meet a particular erisis or in consequence of a war
have since changed their character and have turned to new tasks. In
some cases the founding of these institutions may have been prompted by
insufficiency of loeal money markets; in others by lack of sdequate _
investment sctivity; or sometimes by lack of interest on the part of the
usual private scurces of financing in certain types of new enterprises.
¥hile some countries have tried to solve such difficulties by founding
institutions handling a great varlety of businees, other countries have

founded highly specialised organizetions handling perticular types of
activities,

#e are sure that the 1.5.1.D, can learn such from the methods
used bty organisations founded by our members and might, in some cases,
usefully cooperate with them, Knowledge of their form of organization
and operating rrocedures may also prove very useful to us vhen we are
called upom by other member countries for advisory assistance in con-
nection with establishing or guiding the sctivities of their develorment
institutions.

fe would like to become betler acquainted with some of the
Puropeen orgenisations in question, In Norway I beve in mind, for
example, the Norske Industrie Penk and the Norske Fiskar Bank. Any
informetion about the organization, menagement, and functions of these

q & 950 ! Ay #
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or any similar institutions, either public or privete, would be
greatly apprecisted.

In addition, I would be very pleased to have any general com-
mente which you might be prepsred to give me in this matter, including
your views as to how succeseful such institutions have been in your
country in promoting investment and economie progrees.

¥With many thenks,

Sincerely yours,

(Signed) Eugene R. Black
Fugene R. Black

DCrenadelongh/JBurkeKnapp/met
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Dr, ¥, #, Holtrep
President

Nederlendsche Eank
Amsterdam, The Hetherlamise

Dear Dr. Holtrop:

The I.B.R.D. hes been following with interest the activities of
crganizetions which have been founded in & mumber of ecountries to pro-
wote the development of their economy by providing finsncial assistance
in the form of long-term credits, equity capital or by other means.
The field of such finsncial institutions is of'ten very similar to that
of the I.B.R.D, itself, which in many ways fulfills the seme purpose
in the international field as these organizations fulfill in thelr own
countries,

e realize that owing to the different circumestances prevailing
in the veriocus countries, the character and background of each organ~
igation will be different, Various reasons mey heve led to the found-
ing of such institutions, and in some easses, also, organizstions which
were created to meet & particular orisis or in consequence of a war
heve sinece changed their character and have turned to new tasks. In
some cases the founding of these inetitutions may have been prompted by
insufficiency of locsl money merkets; in others by lack of adequate
investment activity; or sometimes by lack of interest on the part of the
mlw&ntomotﬁmlqhmhintmlofmuurpim.
While some countries have tried to solve such difficulties by founding
institutions handling a great veriety of business, other countries have
founded highly specialized organisations bandling particuler types of
asctivities,

"e sre sure that the I.B.E.D. can lesrn much from the methods
used by crganizations founded by owr members and might, in some cases,
usefully cooperate with them, Knowledge of their form of organisation
and operating procedures may also prove very useful to us when we are
called upon by other member countries for advisory assistance in cone
nection with establishing or guiding the activities of their development
institutions.

It is our intention to have cne or more officials of the Benk
visit some of the Iuropesn organizations in question thie year to get
further acquainted by personal contact with their operations., In
Holland I have in mind, for example, the Nasatschappij tot Financiering
het Nationsal Herstel N.V, and the Participatie-lastechappij.
would thank you if you could give me the names of the persons whom
mmmofﬂeimuightumuyminymeomtn'uthdl ~

Y

g

o

1y
b -da
"



subjeet, Any information about the organization, menagement, and
functions of these or any similer institutions, either public or
private, would also be greatly appreclated.

In addition, I would be very pleased to have any general com=
ments which you might be prepared to give me in this metter, including
your views as to how successful such institutions have been in your
country in promoting investment end eccnomie progress,.

"ith many thanks,

Sinecerely yours,

€3 enmadl Fresns 23 :
_(I..'-'..-g'--'\:u'r--‘ J.-u\i_‘i;ﬂa_ H? e

FEugene R. Black

DCrenadelongh/JBurkeKnapp/mect



¥r, C, E, Cobbold
Covernor

Bank of England
London, England

Dear lr. Cobbold:

The I.B.K.D. has been following with interest the sctivities of
organisations which heve been founded in a number of countries to pro-
wote the development of their economy by providing finencial assistance
in the form of long-tern credits, equity eapital or by other means.

The field of such financial institutions is often very similar teo that
of the I.BE.F.D., iteelf, which in many ways fulfills the ssme purpose
in the international field as these organizations fulfill ir their own
countries.

Ve realize that owing to the different circumstances prevailing
in the variocus countries, the charscter and background of each organ-
ization will be different. Variocus ressons maey have led to the found-
ing of such institutions, and in some cases, also, organisations which
wvere created to meet a particular crisis or in consequence of a war
have since changed their cheracter and have turned to new tasks., In
some cases® the founding of these institutions may have been prompted by
insufficiency of local money merkets; in othere by lack of sdequate
investment activity; or sometimes by lack of interest on the peart of the
usual private sources of financing in certain types of new enterprises,
fihile some countries have tried to solve such difficulties by founding
institutione handling a great veriecty of business, other countriee have

founded highly specialized organizetions handling particular types of
activities,

We are sure that the I.B.R.D. can learn much from the methode
used by organisations founded by cur memwbers and might, in some cases,
cooperate with them. Knowledge of their form of organigation
thiuMuwﬂummyumtouMnm
ecalled upon by other member countries for advisory assistance in con-
nection with establishing or guiding the sctivities of their development
institutione,

It is cur intention to have one or more offiecials of the Benk
visit some of the Furopean organizations in question this yesr to get
further scquainted by personal contact with their operations. In
Creat Fritain T have in mind, for example, the Finance Cerporation for
Industry and the Industrisl and Commercial Finance Corporstion. I would
thank you if you could give me the names of the persons whom you think
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ocur officials might usefully see in your country on this subject,
Any information about the organization, management, and functions of
these or any similar institutions, either public or orivete, would
also be greatly appreciated. :

In addition, I would be very pleased to have any general com-
ments which you might be prepared to give me in this matter, ineluding
your views as to how successful such institutions have been in your
country in promoting investment and economic progress.

With many thanks,

Sincerely yours,

{Signed) Eugene R. Black

L‘-’- L et e

Fugene R. BElack

D-Crena de Iongh/J.Burke Knapp/met



Er. 7. Paumgertner
Gouverneur

Bangue de France
Paris, France

Dear ¥r. Paumgartner:

The I.E,R.D, has been following with interest the activities of
crganizations which have been founded in s mumber of countries to nro-
mote the development of their economy by ;roviding financial assistance
in the form of long-term credits, equity capital or by cther means,
The field of such financial institutions is often very similar to that
of the I.B.R.D. iteelf, which in many ways fulfills the same purposes
in the international field as these organisations fulfill in their own
countries.

_ "® realise that cowing to the different circumetances prevailing
in the variocus countries, the character snd background of each organ-
ization will be different. Varicus reasons may have led to the found-
ing of sueh institutions, and in some cases, also, organisations which
were created to meet a particulsr erisis or in consequence of a war
have since changed their character and have turned to new tasks. In
some cases the founding of these institutions may have been prompted by
insufficiency of local money markets; in others by lack of adeguate
investment activity; or sometimes by lack of interest on the pert of the
usual private sources of financing in certain types of new enterprises,
fhile some countries have tried to solve such difficulties by founding
institutions hendling a great variety of business, other countries have
founded highly specialised organiszations handling particular types of
activities,

Ve are sure that the I.B.R.D, can learn much from the methode
used by organizations founded by our members and might, in some cases,
usefully cooperate with them. Knowledge of their form of organization
and operating procedures may also prove very useful to us when we are
called upon by other member countries for advisory assistance in con- _
nection with eetablishing or gulding the sctivities of their development
institutions,

It is our intention to have one or more officials of the Bank
visit some of the Furopean organizetions in question this year to get
further acquainted by personsl contact with their opersaticms. In
France; I have in mind, for example, the Credit Ketional Pour Faciliter
la hepsration des Dormages Causes Par la Cuerre and Fonds 4'Investisse-
ments Pour le Developpement Economique et “ocial., T would thank you if



you could give me the names of the persons whom you think our officials
might usefully see in your country on this subject. Any information
about the orgsnizetion, management, end functions of these or any similar
institutions, either public or private, would also be grestly aporeciated.

, In addition, I would be very pleased to have any general comments
which you might be prepared to give me in this matter, including your
views as to how successful such institutions have been in your country
in promoting investment and economic progress.

fiith meny thanks,
Sincerely yours,

(Signed) Lugens R. Black

Eugene K. Elack

DCrenadelongh/JBurkeKnapp/met
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Dector Donato Henichella
Governatore

Banca d'Jtalia

Rome, Italy

Dear Doetor l-niohoq.hz

The I.BE.R.D, has been fﬂm with interest the activities of
organizations which have been founded in a mmber of countries to pro-
mote the development of their eecomomy by providing finencial aseistence
in the form of long-term credite, equity capital or by other means,
The field of such finaneial institutions is often very similsr to that
of the I1.B.R.D, itself, which in many weys fulfills the same purpose
in the international field as these organizations fulfill in their own
countries,

¥e realize that owing to the different circumstances prevailing
in the verious countries, the character and background of each corgan-
ization will be different. Various reasons mey have led to the found-
ing of such institutions, end in some cases, also, organizstions which
were crested to meet a particular crisie or in consequence of a war
have since changed their character and have turmed tc new tasks. In
some ceses the founding of these institutions may have been prompted by
insufficiency of locel money markets; in others by lack of adequate
investment activity; or scmetimes by lack of interest on the part of the
usual private sources of financing in certain types of new enterprises.
thile some countries have tried to sclve such difficulties by founding
institutions handling & greet variety of business, other countries have
founded highly specislized organisetions handling perticulsr types of
activities,

Ve sre sure that the I.B.R,D. can learn much from the methods
used by organizations founded by our members and might, in some cases,
usefully ecoperate with them, Knowledge of their form of orgenization
and operating procedures may also prove very useful to us when we sre
called upon by other member countries for sdvisory assistance in con-
nection with establishing or guiding the activities of their development
institutions,

It is our intention to have one or more officisls of the Bank
visit some of the European organizations in question this yeer to get
further acquainted by personal contact with their operatioms. In v
Ttaly I heve in wind, for exsmple, the Instituto Mobiliare Italiamo and
the Instituto per la Riconstrusione Industrisle. I would thank you if
mmﬁﬂnummaefmmnhnmthinkmofﬂeim
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might usefully see in your country on this subject. Any informstion
about the organization, meanagement, and funetions of these or any
similar institutions, either public or private, would also be greatly
aopreciated,

In addition, I would be very pleased to have any general com-
ments which you might be prepared to give me in this matter, inecluding
your views as to how suecessful such institutions have been in your
country in promoting investment and economic progrese,

"ith meny thanks,

S4incerely yours,

(Signed) Eugene R, Black
Bugene K. Black

DCrenadelongh/JPurkeKnapp/met



FILE COPY

Mr. Crena de Iongh April 5, 1950
Mr. J. Burke Knapp
ndustrial Finance 23

I am attaching for your possible interest a memorandum setting
forth the functions of the two British industrial finance companies,
and a copy of a recent report of the Belgian 3ociete Nationale de
Credit a 1'Industrie.

JB&nappi1dbs %5
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FILE GOPY

Mr., Crena de Iongh ' Mareh 31, 1950

Mr, J. Burke Knapp

I would suggest that you make reference to the following institutions
in your draft letters for Mr. Black's signature to the Governors of the
Western European central banks,

Belgium
Soclete Nationale de Credit et de 1'Industrie
France

Credit National Pour Faciliter la Reparation des Dommages Causes Par
la Guerre

Fonds d'Investissements Pour le Developpement Economique et Soecial
(FOI.D.EOSO)

Italy

Istituto Mobiliare Italiano
Istituto per la Riconstruzione Industriale

Netherlands

Maatschappij tot Financiering van het Nationaal Herstel N.V.
Participatie-Maatschappi]

Norway 1% 4

Den Norske Industrie Bank
Den Norske Fiskar Bank

0. K.

Finance Corporation for Industry
Industrial and Commercial Finance Corporation

We are assembling additional information concerning these and similar
institutions in the Western European countries.

I have not included Demmark in the above list since there seems to be
no comparable kind of institution there.

JBEKnapp:dbs



Mr. J. Burke Knapp, Asst. Director, Economic Karch 22, 1950

D.pto
D. Crena de Iongh, Treasurer

I am sending you herewith a preliminary draft of a letter
Mr. Black could write on the subject of development companies,
As I will be sway on Monday and Tuesday, I would aprreciate it if
I could have your comments as soon as possible and if we could
discuss the matter before the end of the week sc that I could
send the draft tc Mr. Black this week.

I think it would be best that the President should write
his letter to t.huA re of the I.B.,R.D,, who in some cases are
the Covernors of the Central Banke and in other cases the Kinisters
of Finance.

I am informed that Sweden hasn't a2 development corporation
and T believe that Switzerland has none either, For that reason
I think the Bank should not go ocutside the circle of its own

members,

Attachment

DCrenadeIongh/mct
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DRAFT - MARCH 22, 1950
D.Crena de Iongh/met

The I.B.,R.D. hae been following with interest the
activities of organizations which have been founded in a
number of countries to promote the development of their
aconﬁuy by providing long-term credits, equity capital or
by other means.

The field of such development organizations is often
very similar to that of.t.ho I.B.R.D. itself, which in many
ways fulfills the same purposes in the internstional field
a8 these orgeanizations fulfill in their own countries., It
is for this reason that the I.B.,R.D. is meking a study of
such organizations, We realise that owing to the different
eircumstances prevailing in the various countries, the
character and background of each organization will be differ-
ent. The reasons for the founding of the various organizations
may have been quite different, snd in some cases, also, the
organizations which were born as children of a erisis or in
consequence of a war have since changed their character amd
are filling useful needs under changed circumstances.

In some cases insufficiency of local money markets, in
other ceses lack of adequate 6apit.n1 formation and scmetimes
lack of interest on the part of the usual private sources of
finaneing in certain types of new enterprises may have prompted
the founding of development organizations. While some countries
have tried to solve such difficulties by founding institutions
handling a great variety of cases, other countries have founded
highly specialiged organisations handling special types of

activities, 104
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We sre sure that the I.H.i.D., can learn much from the
methods used by organizations founded by our members and in
other countries and might, in some cases, usefully cooperate
with them,

I would be very pleased tc have your general comments
on the above and I would also be very grateful if you would
give me your views as to the functioning of such institutions
in your own country.

It would also interest me to learn the composition of
their mansgement and their relation to your Covernment,

It is furthermore our intention to have one or more
officiales of the Bank visit some of the European organizations
in question this year to get further acquainted by personal
contact with their operestions., For that reason I would thank
you if you could give me, when replying, the names of the
institutions thet would be of interest to us and of the men

our officials should see in your country on this subject.

‘?IDH



March 20, 1950

Aew, Moy

I understand that on the occasion of Garner's
recent visit to you in London, he mentioned to you
the preliminary thinking that was being done by the
Bank on the subject of the establishment of an
International Development Corporation,

Garner has asked us to send you a memorandum on
the subject which has just been prepared, and I enclose
two copies,

With kind regards,

?“WMF
WA.BThLS

Sir Henry Wilson Smith, K.C.B., K.B.E,
H.M, Treasury

Great George Street

London, S.W. 1

ENGLAND

Enclosures: 2

WABI1liff:dh
3/20/50

£86



Re Item I A of the ngéﬁﬁé; | e
_ the member govermments,

Some of the loans granted by the Bank to date have not been given direct to /
the organizations or companies actually carrying out a project but have been made
through the intermediary of a locally eéiﬁbliahed development corporation. It has
been suggested that consideration be giQen to the question whether as a matter of
policy the Bank should in aporopriate casés'make its future loans through the inter-
mediary of such organizations., There are two main reasons which may be advanced in
favor of such a policy:

(1) The existing organizations have a considerable knowledge and experience

in the field of long-term financing in their respective countries;

(2) Experience has shown that the lack of local currency is in many cases a

considerable obstacle to the carrying out of a project.' Development corpora-

tions which are dealing with this subject all the time may prove, therefore,
to be the best instrument to ensure that the local currency will be forth-
coming,.- They might also serve as the proper medium for the development and
establishment of local capital loans.

In cases where development corporations have only recently been established,
the first argument mentioned above loses much of its force but as a rule the
management of these newly creatgd corparations includes businessmen having long
experience in financial, commercial and'indﬁéiriai fields in the country concerned.

The Bank has a gigantic world-wide task fo perform and in selecting its
professional .staff endeavors to obtain the services of the best men available,

Such men, however, cannot be expected to know all the local conditions in the
various countries and.the Bank may, therefore, by working through development cor-
porations profit by their local experience,

The above 1s not intended to be a comprehensive argument on this subject but



..2,..
merely some general thoughts set down to serve as a basis for discussion,

I may add, however, that as the reasons. leading to the establishment of the
various development companies differed greatly from case to case, and the;r methods
of operation differ too, 1t would be necessary for the Bank to make a detailed study
of this subject, which_might;show how to make the best use of the services of pha
development corporations..

I attach a list of some of the companies in question, . There are, of course,

many more,

D. Crena de Iongh
Attachment

Januery 4, 1950



Argentinas
Belgium:
Cenadas
Chile:

Colombias:

France:

Germany:
Mexico:

Netherlands:

Peru:

Union of South

Africa:

United
Kingdom:

Venezuela:

Banco de credito Industrial

Societe Nationale de Credit a l'Industrie
Industrial Development Bank

Corporacion de Fomento de la Droduccion

Caja de Credito Agrario, Industrial y Minero

Institute de Fomento Industrial

Caja Colombianc de Ahorroe

Credit National pour Faciliter la Reparation des Dommages causes
par la Guerre

Kreditanstalt fur Wiederaufbau
Nacional Financiera, S.A,

lhaatschappij tot Financiering van het Nationaal Herstel N.V.

liaatschappi] voor Industrie—financiering (now incorporated in the
first-mentioned)

Participatie~Maatschappij (for equity financing)

Corporaciones Peruana del Santa, del Amazonas de Aeropuertos y
Aviacion Comerical, de Abasteciemientos, and de Turismo

Industrial Development Corporation of South Africa, Ltd,
Fisheries Development Corporation of South Africa, Ltd.

Finance Corporation for Industry

Industrial and Commercial Finance Corporation
Colcnial Development Corporation

Overseas Food Corporation

Corporacion Venezolona de Fomento



Mr, Walter Hill
G.L. Sandelin

13 April, 1948

Mr. Schmidt suggested that you might be

interested in the accompanying memorandum which
contains such information as I have been able to
uncover regarding S,E.R,I.A.C.

GLS/eme



Mr, O.A, Schmidt 12th April 1948

GoL. Sandelin’

reg S,ER,I.4.C,

The Socidtd d'ltudes et de Réalisatioms Industrielles
Agricoles et Commerciales is a limited corporation founded Jume 17,
1946, Its charter expires Jume 17, 2045. The company's activities
include industrial, agricultural, commercial and finaneial
operations in the countries of the Middle Bast and neighbouring
areas. Its operations ean be extended to other countries, but only
if justified by its activities in the Middle Bast.

tho#wiuaﬁunndat“mm“pnnm
hy“,mﬂ:hmcoflhokhﬂqa-u-lulnofmmnlnd.
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The head office of S.,E.R.I.A.C, is s, Agencies are
located im Beyrouth, Istanbul, Le Caire and . M, Pierre Denis
is president.

It appears that $.E.R.I.A.C. is a government-sponsored
company. No definite information to this effeet is available, but
the government is direetly represented in the company's
and many of the directors are associated with nationalized enterprises,

GLS/eme



