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Mr. Roppenot Jamary 8, 1953

11. M. Aienduel

Development Bank, etc. Financing

!n answer to your mriorandm of Decenber 22, I am attaching certain
information which I think will be of value. You will notice that
the tables are "Restricted."

Attachments



1r. Leonard B. Mat July 18, 1952.

John H. Adler

Conference of Development Banks

1. 1 refer to our recent conversation regarding Mr. Crena de T-oghfs
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.
Cronals suggestions because of the possibility that the various institutiona
night infer from an invitation by the Dank 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 14r. Crena's
recommendation. Unlike central banka which maintain werking relations with
each other and have muany occasions on which to exchange views on maatters of
policy and operations, development banks have grown up in isolation fran
each other and their opportunities to learn from the experience c. similar
institutions are limited. This has been demonstrated recently by the sur-
prisingly great demand for the meiorandum on "Develoient Corporations and
Related In stitutions" which the - ank circulated in the Fall of 1950. Also,
at the :lavana n eting of central bank technicians, the operational personnel
attending the meeting showed great interest in the operattions of the newly
estaiUshed Cuban Develonent Bank. Likewise, at the last Annual ' sting of
the Bank, I bserved how the governors from various Latin American countries
who are connected with development banks, spent mc of their spare time to-
gether discussing practical problems of policy and adinistration of their
institutions.

3. For these reasons I feel that a conference of development corporations
and similar inlstitutions would be desirable. However, in order to avoid the
problems arising out of the lank's sponsorship of such a conference, I suggest
that the possibility be explored that such a conference be orgar.ized on the
initiative of one or two developaent banks or investment institutions.
Specifically, I would think that the exican Nacional .inciera or he Chilean
Fomento Corporation could take the initiative in sponsoring such a conference
with the behind-the-scene blessings of the IBRD, which could be i ited to the
meeting and play an active part in it thout appearing as a spousor. Such a
meeting should preferably not be confined to Latin American coune , but
should include representatives fran other cortinents, a- artularly from
Luxropean countries with colonial interests.

J-Adler/ e
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STAFF LOAN (OfINTR f
(This document is for the use of the President, Vice President and members

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 ednepday, Jul16,, 19`2 at
3:00 p.m. in Room LJ5

1. Present:

Mr. R. L. Garner
Mr. '. A. B. Iliff
Mr. L. B. Rist
Mr. R. H. Domuth
Mr. H. W. Riley
Mr. W. Koster
Mr. G. Gondicas, Secretary

In attendance:

Mr. L. H. Bengston Mr. J. Torfs
Mr. L. Cancio Mr. M. Verhyen
1r. C. Grayson Mr. R. A. heeler
Mr. H. Martini

2. Colombia - Barranquilla Municipal Public Services

The Committee considered Loan Department Memoradum Lc/0/492, "Colombia"
and

APPRO*VED

the recoLmendations contained therein but suggested that the Pank should in-
form the Colombian Planning Office of the req&wbt of th : ' ran quilla Municipal
Public Services and shculd 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 datedi June 12, 192, suggesting that the 3ank should organize a
conference of institutions specialining in long-term financing, and

that it would not be appropriate for the Bank to organize such conference.

4. The meeting adjourned at 4:30 p.m.
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1. Mr. Eugene R. Black 9. Mr. R. A. Wheeler

2. Mr. R. L. Garner 10. Mr. u. Gonaicas

3. Mr. I. A. . Iliff 11. Files

. Mr. A. . G. Hoar 12. Mr H. . raves

5 . Mr. i). Sommers (2) 13. Mr. . p. Rosen

6. Mr. L. B. Rist (2) ii•~ MTr. I. Koser

7. gr. ). (rena de Iongh (2) 1. -r. G urayson

a. Mr. R. H. Demui6h 16. Mr. P. F. Foster
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OFFICE MEMORANDUM
TO: Mr. John H. Adler DATE: June 24, 1952

FROM: D. Crena do Iongh

SUBJECT: INDUSTRIAL DEVELOPN]NT 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
short 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. Rasminsky, whi am
sending to you herewith for your files.

DC/mot
Attachment



INDUSTRIAL DZVELOFIViENT BAN.

PURPOSE

Prior to 1944, despite the existence of several different kinds

of lending institutions, there was no readily available source of credit for

lon. term financing of medium and small enterprises in Canada. Unlike

the practice in certain other countries the Canadian commercial banks do

not nornaly make term loans: lines of bank credit are generally set up

on the basis of repayments within one year. Also, Canadian banks under

the term s of The Bank Act are prohibited fro n aking loans against the

security of mortgag-es on immovables or movables, alt -ou there is a

provision in The Bank Act that banks can take morta es as collateral

security for an advance already made.

Insurance companies are fairly active in the tercm loan field

financing residential or industrial mort a; es, but under the terms of

their overning act they cannot take direct mort. a-e security on ovables

such as machinery and e uip nent.

While as in numerous ther countries well-established medium

sized and large co panies wit' ood earning records ave access to the

market for sale of their securities, it has always been difficult for the

11aller and less well known companie to borrow moderate amnounts in

this way. To fill this Gac illan Gap a new hank, Industrial Develo rnent

Bank, was incorporated under Act of arliament in i* and opened its



doors for business on the 1st of Novernber in that year. Its purpose is

expressed in the preamble to the Act of Incorporation as follows:

" hereas it is desirable to establish an industrial develop-

ment bank to promote thie economic welfare of Canada by

increasing the effectiveness of monetary action through

ensuring the availability of credit to industrial enterprises

which nay reasonably be expected to prove successful if a

high level of national income and employ ment is maintained,

by supplementing the activities of other lenders and by

providing capital assistance to industry with particular con-

sideration to the fia aig problems of small enterprises....

CAPITA L

Authorized, issued and paid up capital is -2 , 000,000. in

ordinary shares, all of which is owned y 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 t e amount of its

paid-up capital and reserves. There is nothing in the Act to prevent the

Bank from sellin its bonds or debentures on the open mnarket, 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.
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BUSINESS AND POWERS

Section 15 of the Act of Incorporation defines the business

and powers of the Bank as follows:

"(1) . . . . . . . . . . . . , where in the opinion of the

Board

(a) a person is engaged or about to engage in an industrial

enterprise in Canada,

(b) credit or othLer financial resources would not other-

wise be available on reasonable terns and conditions,

and

(c) the a ount 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,

(i) enter into underwriting- ag reements in respect of the

whole or any part of any issue of stock, bonds or

debetures of the corporation, and

(i) purchase or otherwise acq uire with a view to resale

thereof the whole or any part of any issue of stock, bonds

or debentures of the corporation from the carporation or

from any person with who-m the Bank has entered into an
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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 electricity 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 suc. as agriculture,

coal miing, oil well drilling, etc.

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 c nmmercial 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, oods, 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 mortgage, payable serially.

The Act of Incorporation contains a limitation on the size of

individual commitments in excess of $2000,000, which may not in total

amount to more than $23,000,000. Originally this lii itation was $15, 000,000

but it was raised to $2, 000,000 in 1949, and experience indicates that it

may have to be raised again. As at September 30th, 51, 837a of the

548 loans then current were for amounts not exceedin $i00,000.
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RATE O)F INTEREST

When the Bank commenced business in 1944 the rate of

interest charged was SA6 on 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.

ORGANlz ATION

The Bank has virtually the same Board of Directors as the

Bank of Canada, and the Governor of the Bank of Canada is President of

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; W innipeg, Manitoba;

Vancouver; British Columbia. The four Atlantic Provinces are serviced

by a Supervisor located in Montreal, who makes fre uent visits to the

Atlantic Provinces.

The Bank staff is s mall, num berin- less than one hundred at

the present time, but it includes specialists such as lawyers, industrial

engineers, chartered accountants and insurance personnel.

Appications 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
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staff, who reports to the management on such matters as the condition

of the plant, on the practicability of the programme, on the applicant's

operations, including production, costing and erchandising methods,

and on markets, etc. The ratio of serious applications accepted for

consideration to refusals is currently running about 1-3.

Following analysis of financial statements and investigation

on the ground, all recommendations are ea mined by the General

Manager who, if he is prepared to do so, submits them to the Executive

Committee which meets in Ottawa on Friday of each week. The

Executive Committee is composed of the President of the Bank, Deputy

Governor of the 3ank 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 given 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 pro zress of the

project. Loan agreements call for submission of interim, but not

necessarily audited, financial statements at regular intervals (usually

quarterly) and annual audited financial statements. Routine inspections

are carried out by the Bank's investigation staff at irregular intervals.

Loss experience since the Bank conmenced operations has

been good, due in part, of course, to the favourable business climnate
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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 Biank of Canada. An internal

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.
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October 22, 1951

Mr. Tervoren
Ministry of Finance
The Hague,
Neth erl~ands

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 very truly,

Lichard H. Demuth
Assistant to the Vice-President

/ls
~oc r. Torfa
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Yr. William L. Bennett February 19, 1951

D. Crena de Iongh

I am sending you herewith a cony of the by-laws and

balance sheet of the AktiebolaLet Industrikredit, which is

the Swedish long-term finance institution. I think its name

and activities should be mentioned in the memorandum on

industrial finance coroorations.

Attachments



Yr. 4illiam L. Bennett February 9, 1951

D. Crena de Iongh

a ing you herewith the ELC renort on

Interntion i >nvestment, which may interest you in relion to

the iublication of my naper on long-term investment organisations.

I ar a1so sending oui hr!ith a letter i got or r. allenberg

of the> .n i w m & might

T nlSr if n tc. drn" utenticn to the

fact that the in> A o i 4'>Pxic i. f al

Devc olmenfn. oro ,

Enclosures



Mr. Robert L. Garner January 11, 1951

D. Crena de Iongh

With reference to my nponer on European long-term invest-
ment institutions, I have been considering whether it would be a
good thing for the International Bank to have this study followed
up by further contact with all or some of the institutions in
question, and maybe others of the same 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. As the institutions locally 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 lead 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 that a
development of standards and practices could result which might
nrove 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 nortions of European investment would help
understanding the Euronean investment situation and might be helpful
in clarifying the thinking on the desirability of setting up a
Euronean investment bank.

I would suggest the t this matter be discussed 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 problems, it might be better not to

'mix these nroblems with those of the European institutions. However,
the Industrial Finance Department of the Commonwealth Bank ofAustralia, the National Finance Corporation in South Africa and the
Industrial Development Fank in Canada are quite similar to the European
institutions and might for that reason be considered as participants.
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 guests, some representatives of
private investor groups should be present. Anyway, it should be
considered whether the Swiss should not be drawn in, while it might
be interesting also to have a renresentative of the Bank fur Wiederauf-
bau in Germany.
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I have written to Mr. Narus allenberg in 1tockhol to
ak hi. whether there are any long-term invetient institutions of
ah tyroe mentioned in Sweden.

A soe of the insAtutions I visited also work in over-
seas territories, a question to e decided would te whether overseas
investment problems should be considered at the ase time or later
on a different occasion.

As a guidance for what I have in Hind I attach hereto a
draft aenda fr r an internA tional conference, which ight be useful
for the discussions in t Staff oan mittee.

t chment

cc Ar black''
,.r, :kjeune



AG IDA

c c r C, C , NF i r r': 1N T1 NT Pfi 7IaI re nrtI.

a. Description of the financial !machinery through which in each partici-
pating country savings ae channeled into investents.

b. !«elative imoortance of e uity financing versuas fir na.eng by loans in
each participating country.

c. Need for supplementing savings by international loans in each partioi-
pating country.

II.

a. Coordination of 'olicy of national le. lai g to that apnlid to inter-
nationl lending.

b ers of cooperating f ical long-trM finance institution with
interational lending ins titutions.

e. election of typ r types of local institutions to Implement this
cooperation.

d. 4ethod f a. ace ir.e s ailating the use of the rvat money
m~arket o-r the financing o invez trets.

III.

a. Iterest rates for national nd international oans

b. Exchange risk of int ernionel loans to be borne by borrower or govern-
ent

a. Methods of ditibursement

b. GCmitment commission

c. Other commisions

d. ethds o end-e supervis Ion



December 15, 1950

Ambassador C. y1er Tood
IXnuuyU.: . ~ne Il r -nt tive

in Eurone
E.C. P.

80 Connectic ut ne %np
Wahnton, DX..

Wit rferea t our on'er-e- f .r :ay, I
a! .! a 'o r - y re oror on- endi r inr i-

tutions 1n Iuroe, huld you want tV dicuer -I matter
n" urZa r . l, eucourse, i ry e tn do o.

are very irnotem ''o the Intent'c F . nr the y
locally what we cu internttionally r th in. p centa

sith Kher mght be vory helrfl ir Pt -. ng stanarde ond

.rat -Iee for their an ourwtork, ; 7 rolr o you, it is

very e- arkable hon : he la I y y. r the v le ni ture

long -term inves nt naa chang sn' thet why the 1 ank
thought it useful to rake a urvey w ich fo v ry

Interestg and facnating. ' - . in f any Ce
tIe a ,C,A, counterpart funci i y very gin re n the work

of hev organizations.

Sincerely yours,

nclosure D. Crene de Iongh

D.Crena de Iongh/met



Deemnber 7, 1950

is H. Towle

usa~ington, p.

To ate a afe dysag or a oy of the
resort I wa writng on logtr nvestment Vittions

i urcoe. Thsror a o been coplte and Imke

to ask, 1~ shllb ve1~r please a re& Re n to f'ur-

ursincerely,

29/rnc V D. 2rena de Tongh
Snelc sure



FORM No. 57
(5-48) INTERNATIONAL BANK FOR RECONSTRUCTION ANn DEVELOPMENT

OFFICE MEMORANDUM [ REC'D

TO: Mr. Eugene R. Black DATE: December 4, 1950

FROM: D. Crena de Iongh

SUBJECT:

With reference to my memorandum of October 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



DRAFT AGENDA FOR
CONFERENCE ON INVESTMENT PROBLES

I.

a. Description of the financial machinery through which in each partici-

pating country savings are channeled into investments.

b. Relative importance of ecuity financing versus financing by loans in

each participating country.

c. Need for suoplementing savings by international loans in each nartici-

nating country.

II.

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

national lending.

b. Forms of cooperation of local long-term finance institutions with

international lending institutions.

c. Selection of type or types of local institutions to implement this

cooeration.

d. Methods of assistance in stimulating the use of the orivate money mar-

ket for the financing of investments.

III.

a. Interest rates for national and international loans

b. Yethods of disbursement

c. Commitment commission.

d. Other commissions.

e. kethods of end-use supervision.

f. Exchange risk to be borne by borrower or government.



November 16, 19O

Lr. R. F. Daly
Colonial Development Corooration

33 Dover Street
London, W.1
England

Dear Mr. Daly:

Thank you very miuch for your letter of October 25, send-
ing me co.Oi of the arliamentary Debates in the House of
Comrons and the Houe f Lords "hen the v erseas 7esources
Develooment Bill was first introduced. These documents are
indeed very valuable for the work I have been doing in connec-
tion with the long-term investment institutions.

I realize that it is very difficult t- me any assess-
ment of t h amount of investments in the colonies ane I thaik
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 was a pleasure to see you again in London.

Yours sincerely,

DC/mct D. Crena de Iongh



r. Giorgic Gigliana-Piazza November 13, 1950

D. Crena de longh

I am attaching hereto ra ers on the institutions

in Italy which I visited in connection with my study of long-

term finance institutions in Eurooe. These papers are to be

annexes of my report, but before having them mimeogranhed, I

wanted to have you look them over. I will a -reciate your

returning the oapers to re with your comments.

Attachments

mct



Er. Themac Easyn 1ove ' 10, 1950

D. Cre-n dle ongh

Attached hereto are drafts of the papers on the five Eelgian

institutions I visited, which are to be annexes of the report T am

writing on long-ter, financial institutions. Before having them

mimeogrenheC, T vi very uich apareciate it if you -would return

them to, mE 1ith your comments.

Attachments



Eir :L:c- at - e-iutton Nove mber 9, 1950

D. Crena de longh

I arr Pending you herewith three pancrF on the

Finerce Cornoraticn for Industry iiited, the Trrue. trial

and Comrricial Finance Cor noration, Limited and the

Colcnial Develonrent Ccrnoration, which I 'ant to Include

as annees r rv eport cn lr-trra finance institutions.

Before Coing so, T uld be lee to get your comments.

Attachm ents



,r. John I. Garland, Alternate Yxecutive November F, 1950
Director

D. Crena de Iongh

As you know, the Bank asked me to visit a nurmber of long-

term finance institutions in urooe after the meeting in Paris.

When I wias in Paris I took the o-oortunity of having a

talk with ihr. PIchardson of the Comm onealth Bank about the

situaLion in Australia. I an now writing my report and want to

add short descriptions of the institutions in question.

I am enelosing the descriotion of the Industri1 Finance

Denartnment of the Commonwealth Bank of Australia a would amore-

ciate it if you would let me have your com ments whcn returning

it to me.

Attachment



Yr. Gunnar Kjolstad, Alternate Ixecutive November 8, 1950
Director

D. Crena de Iongh

As you know, the Bank asked me to visit a numler of long-

terr finance institutions in Eurone after the meeting in Paris.

Then I was in Paris I took the onportunity of having a talk

with Mr. Colbjornsen about the situation in Norway. I am now

writing my report and want to add short descriptions of the

institutions in question.

I am enclosing the descrintion of the Norske Industribank

and would aopreciate it if you would let me have your comments

when returning it to me.

Attachment



.J .(yen etoter 26, 1950

D. Crena de Iongh

I a sending you herewith a copy of my vemorandum

on long-terv inve stme nt institutions in Europe and I ilb

very Dleased to t your comment. The mrandu ha been s

oly to Mr. Black an r. Garner ka I don't want to circulate

it until the : n s irv -.



TELEPHONE: MAYFAIR 7494 TELEGRAMS: VELOP, PICCY. LONDO' CODE: BENTLEYS SECOND

COLONIAL DEVELOPMENT CORPORATION

33, DOVER STREET

FIN/1 LONDON, W. 1 25th October,1950.

Mr.D. Crena de Iongh,
International Bank for Reconstruction
and Development,
1818 H.Street, N.7.,
VSNTTTON- 25D. C,

Dear Mr.Crena de Iongh,

I am sorry I was unable to write to you before you

left London but I have had some difficulty in obtaining the information

you asked for.

I am enclosing you a copy of Parliamentary Debates in

the House of Commons and House of Lords when the Overseas Resources

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 inform'tion of the

amount of investments in the Colonies so as to relate, as you requested,

the CDC finance investments to the whole. As far as U.Kinvestment 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 b-ut in any case compared. with these figures our

present annual rate of investment is, of course, 
quite negligible.

I hope this is the information you require and that you

had a pleasant trip back to Washington.

Yours sincerely,

R.,DAkLT



s4 ;

*+4

Y* 94

a 4 -

p 1
1 14

i4

4 r~ggg4



COLONIAL DEVELOPMENT
CORPORATION

ANNUAL REPORT
AND STATEMENT

OF ACCOUNTS

FOR THE YEAR ENDED

31st December 1948

Presented to Parliament in pursuance of Section 16 (5) of the Overseas
Resources Development Act, 1948

Ordered by The House of Commons to be Printed

21st June 1949

LONDON

HIS MAJESTY'S STATIONERY OFFICE

ONE SHILLING NET
188



COLONIAL DEVELOPMENT CORPORATION

33, Dover Street,
London, W.I.

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.

I have the honour to be, Sir,

Your obedient servant,

(Sgd.) SINCLAIR 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 1948
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



Headquarters to the Regions, and in turn from the Regions to the GeneralManagers of the widely dispersed undertakings. But this development, ifheavy losses are to be avoided, is not one that can be brought about by themere decision of the Board. The Corporation is not able to staff its Regionalsubsidiaries 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. Duringthe early years, therefore, it is inevitable that training and guidance andpatient definition of the principles and methods of operation shall be built upfor the guidance of the Regional staffs. Nor do the Board feel that theHeadquarters organisation itself has reached its permanent form. Noorganisation 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 willnot ensure success. Success will depend upon the quality of the staffappointed, upon their giving of their best, often in remote areas and under
trying conditions, and upon a large number of other factors which will bereferred to in the pages following.

Economic Background
While it is not the Board's intention to make the Annual Report a vehiclefor a general survey of Colonial economics, it may be helpful to the Secretaryof State and to Parliament-however well known the picture may be-if inthis first Annual Report a rough outline is given of the background of theCorporation's activities as the Board view it.
The Corporation was brought into being for the purpose of improving thestandard of living of the Colonial peoples by increasing their productivityand wealth. The criticism has been made that increased production forexport is incompatible with improved living standards in the Colonies them-selves. It is, however, only by increased production and trade that theseterritories can earn the funds with which to purchase many of the commodities

.and supplies which they at present lack. It is not thought necessary tocomment 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 interms 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 themore developed West Indian Colonies. Measured in terms of capital, theamount invested per head of population in the most developed Colonies isprobably not more than 10 per cent. of the national capital per head ofpopulation in the U.K., 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 theonly 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 the efficiency 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,
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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 1aegis 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 attempt 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
the risk of careless or ill-considered rejection of proposals seriously put
forward.

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 lbs. 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.o.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 Supervision ... ... ... ... ... 20,000

35M2,000
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.
I I



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 with 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

*Agriculture ... ... ... 11 British Honduras ... ... 1
Forestry ... ... ... 3 British Guiana ... ... 4
Animals Products ... ... 8 Jamaica ... ... ... 4
Engineering ... ... ... 4 Barbados ... ... ... 2
Factories ... ... ... 21 Bahamas ... ... ... 1
Financial ... ... ... 1 Dominica ... ... ... 2
Fisheries ... ... ... 2 Trinidad' ... ... ... 1
Minerals ... ... ... 7 Falkland Islands ... ... 1

Mediterranean (Cyprus) ... 1
Gambia ... ... ... 3
Sierra Leone ... ... 1
Gold Coast ... ... ... 2
Nigeria ... ... ... 6
Nyasaland ... ... ... 3
Northern Rhodesia ... ... 2
Uganda ... ... ... 6
Kenya ... ... ... 5
Tanganyika ... ... ... 2
Swaziland ... . ... ... 1
Bechuanaland ... ... 2
British Somaliland ... ... 2
A den ... ... ... ... 1
Malaya ... ... ... 2
Fiji ... ... ... ... 2

57 57

* Agricultural 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 51 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.

15



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.

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. 241 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 U.K. 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 is
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 ownexpense 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 fromtea and tobacco estates. In addition, there will be a limited market for thesale of fresh fish to the European population. The Corporation is likelyitself to take substantial quantities of the output as its undertakings develop.The processing of hvers for vitamin oils may also prove to be a majorsource of income.

In addition to carrying out fishing on its own account, the company whichis being formed to work this undertaking will purchase the surplus catchof 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 supplyand are, of course, in the dollar area. North Borneo is believed to beeminently 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 ; about7,000 acres are still virgin jungle and only about 2,300 acres are under hemp
m 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 the 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 tothe 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 benearly £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
U.S.A. and paid for in dollars, but experiments are being carried out with
an Italian 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
U.K. U.S.A. and other

Agricultural and Land Clearing countries
Equipment

Heavy crawler tractors ... ... None 12-18 6-10 months
manufactured months (Italy)

Plant and Machinery
Heavy electrical equipment such as 12-24 12-24 6-24 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 General
Abattoir equipment ... ... 12-18 months world position
Fishmeal equipment ... ... 12 months J

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 secondly- 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.
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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
Corporation 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.
(1) 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 accrue 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.

(Sgd.) TREFGARNE
Chairman.

24th May 1949.
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APPENDIX "A"
ORGANISATION CHART

BOARD

CHAIRMAN
(LORD Ti EFGARNE)

Board Committees Secretary of Liaison Oflcer with Commercil Liaison Inforniation
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

officials as required

JOINT CONTROLLERS

Plaits Operations
(Mr. Hugh Weeks) (Sir Ernest Wood)

Finance & Accounts. REGIONAL CbRPORATIONS
(Mr. R. F. Daly) I

Colonial Development Corporation (West Indies) Ltd. Colonial Development Corporation (Central Africa) Ltd.
CHAIRMAN: LORD TREFGARNE CHAIRMAN: SIR MILES THOMAS

Mr. E. B. Mount Mr J. L. S. Gayner Mr. J. I. G. Borthwick Mr. D. Sinclair Hay
Mr. W. S. Hindle Mr. G. Roddam Mr. Hedley W. Priest

Intelligence Personnel Legal Colonial Development Corporation (West Africa) Ltd. Colonial Development Corporation (East Africa) Ltd.
& Statistics (L.-Col. (Mr. H. W. CHAIRMAN: Not yet appointed CHAIRMAN: SIR FRANK STOCKDALE

(Acting) Edwardes) Mr. D. Morley-Fletcher Mr. J. E. Lejeune Mr. L. Hood Mr. F. C. G. Stratton
Colonial Development Corporation (Far East) Ltd.

CHAIRMAN: Mr. H. NUTCOMBE HUME

Mr. G. Egerton Mott Mr. F. S. McFadzean

Commercial Operating Divisions

DIVISIONAL MANAGERS

Equipient & Agriciliture 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
(not yet (Mr. L. G. Hunt)

-appointed)

Animal Products 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

PROVISION FOR SUPERANNUATION .. ... ... ... ... ... . 2,200

Notes:
1. The maximum borrowing powers of the Corporation are:-

(a) £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 1st April, 1956 and 1957, and terminating 1st April, 1988
and 1989. No interest is payable in respect of the period to 31st
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 Moy, 1949.
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MENT CORPORATION
ENDED 31st DECEMBER, 1948

AS AT 31st DECEMBER, 1948

ASSETS
£ £

FIXED ASSETS (Table I):
Leases, Freehold and Buildings, at cost less depreciation ... ... 191,468
Investment in Colonial Operating Company, at cost ... ... ... 50,208
Furniture, Fixtures and Office Equipment, at cost less depreciation ... 24,994
Tractors and Vehicles, at cost less depreciation... ... ... ... 83,349
Equipment and Loose Tools, at cost ... ... ... ... ... 61,776
Development Expenditure ... ... ... ... ... ... ... 128,667

540,462

INVESTMENT IN SUBSIDIARY COMPANY, at cost ... ... ... ... 100

CURRENT ASSETS:
Stocks on Hand at cost or market value, if lower ... ... ... 9,191
Sundry Debtors and Prepayments... ... ... ... ... ... 26,647
Cash at Banks and in Hand ... ... ... ... ... ... 44,869

80,707

ADMINISTRATIVE EXPENDITURE (NET) to 31st December, 1948 (Table 2)... 77,059

(Sgd.) TREFGARNE,
Chairman.

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

(Sgd.) R. F. DALY,
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, MARWICK, MITCHELL & CO.
Chartered Accountants,

Auditors.
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TABLE 1
Table of Fixed Assets and Depreciation as at 31st December, 1948

DIVISIONS

TOTAL LONDON REGIONAL -- _ _

OFFICE OFFICES AGRI- ANIMAL ENGI-
CULTURE PRODUCTS NEERING FACTORIES FISHERIES FORESTRY MINING

FIXED ASSETS, AT COST:
Leases, Freehold and Buildings 192,229 30,432 7,673 500 14,602 - - 139,022 -Investment in colonial opera-

ting company ... ... 50,208 - -- - - 50,208Furniture, Fixtures' and Office
Equipment ... ... ... 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 -

Deduct: 417,459 48,469 17,968 4,530 120,993 146 2,250 81 172,814 50,208
DEPRECIATION:

Leases, Freehold and
Buildings ... ... 761 761 - - - - -_

Furniture, Fixtures and
Office Equipment ... 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 50,208DEVELOPMENT EXPENDITURE on
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 ... ... ... ... ... 2,624

Travelling and Allowances ... ... ... ... ... ... 8,005

67,467

Less: allocated to Development Expenditure ... ... 29,528
-___ 37,939

Rent, Rates, Lighting and Heating ... ... ... ... 15,491

Office Cleaning and Expenses ... ... ... ... ... 1,674

Stationery, Cables, Postages and Telephones ... ... ... 6,687

Depreciation ... ... ... ... ... ... 5,664

Less: allocated to Development Expenditure ... ... ... 3,477
2,187

A udit Fee ... ... ... ... ... ... ... ... 472

Sundry Expenses ... ... ... ... ... 570

77,493
Deduct:

Debenture Interest Receivable ... ... ... ... ... 108

M iscellaneous Receipts ... ... ... ... ... ... 326
434

£77,059

(65453) Wt. 721-5265 7/49 D.L. PRINTED IN GREAT BRITAIN
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FORM No. 57

(5-48, INTERNtTiONk BANK FOR RECONSTRUCTION AND DEVELOPMENT

'OFFICE MEMORANDUM V

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

FROM: D. Crena de longh, Treasurer

SUBJECT:

1. 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.

2. 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.

4. It has occurred to me, for that reason, during my contacts
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.

5. 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 direct government financing, 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 movements 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.
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7. I have been closely connected with an international long-
term credit institution founded in Amsterdam, in which Netherlands,
German, Austrian, 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 capital-importing and capital-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. 1 realize that in most if not all cases a participation by
the local long-term finance institutions would necessitate changes
in their statutes which are mostly based on local transactions.

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 rather vague terms. A European investment bank as
discussed in Europe could hardly be expected to find dollar means.
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 capital 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 capital formation and distribution
their own countries so well would, I am sure, be of gre p in
the work of the I.B.R.D. in any case.

Enclosure

cc Mr. Garner -



REPORT ON INSTITUTIONS CONCERNED TFITH
LONG-TERM', MIEDIUM-TERIV, AND EQUITY

INDUSTRIAL FINANCING IN EUROPE

1. The purpose of my trip in Europe was to obtain more information through per-

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 Europe 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 banking 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 damages led to the creation of

institutions such as Credit National in Belgium and France (although at the time not

on a para-etatal 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 instru-
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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 Mci.illan 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 Nederlandsche

Mlaatschappij voor Industriefinanciering, now taken over by the Herstelbank.

4. While, for all the reasons mentioned, the financial machinery for medium- and

long-term financing had to be revamped after the first world war, the second world

war still further accentuated 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 such 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 influence 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 oowers 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
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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 make 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 Economic Department and of the Executive Directors of the respective

countries. In each country I was furthermore greatly assisted by the help and

advice 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

talks with the various institutions separately. hile in Paris I had the opoortun-

ity, apart from discussions with the heads of two French institutions, of talking

with Mir. Colbjornson of the Norwegian delegation and with Ir. Richardson of the

Australian delegation, so that I could add my impressions 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 rith the management of

the following institutions.

France

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

La Caisse Centrale de la France d'Outre ter.

Italy

Istituto Itlobiliari Italiano(IM.)

I Istituto ner la Ricostruzione Industriale (I.R.I.),

Consorzio di Credito per le Opere Pubbliche,

Istituto de Credito per le Imprese di Pubblica Utilita,



Italy (continued)

Ente Finanziamenti Industriali (E.F.I.),

biediabanca..

The Netherlands

Maatschappij tot Financiering van het Nationaal Herstel (Herstelbank),

Nederlandsche Participatie Maatschappij.

Belgium

Societe Nationale de Credit a l'Industrie,

Caisse Generale d'Epargne et de Petraite,

Institut National de Credit Agricole,

Caisse Nationale de Credit Professionel,

Institut de Reescompte et de Garantie.

United Kingdom

Industrial and Commercial Finance Corp)oration, Ltd.

Finance Corporation for Industry, Ltd.

Colonial Development Corporation.

Detailed descriptions of the institutions mentioned are given in an annex to

this report.

Apart from discussions with the managements of the institutions named and

with the Central Banks, I had discussions on the subject in various countries with

a number of bankers interested in long-term finance.

7. The machinery through which savings are channeled into long-term investment

in Europe has undergone nothing short of a revolution since the first world war and

the subsequent crisis of the thirties, and the effects of the second world war have

only accelerated this change.

Capital formation is generally too small, although to a different degree in

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 capital 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, esnecially in

relation to new capital formation, the general picture is always the same.

a. Capital formation in the hands of wealthy private nersons has

greatly diminished.

b. Savings (being an accumulation of a great number of relatively

small amounts) through the savings banks is very important.

c. Capital formation in the hands of institutions such as in-

surance companies is growing in importance in most countries.

d. Ai -f~ne~wing, 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 great,

the guaranty of the state (either direct or 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 Dart of the savings for its

own ourposes and in many cases for its own nationalized

enterprises.

8. While in France for various reasons the private 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. Vhile 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.

11. 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 some

of the institutions described have been founded for exactly that purpose. In

Holland it is the Nederlandsche Participatie IEkaatschapnij and in the U.K. the

three institutions named which are willing and equipped to run equity risks and, 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 management
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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 be 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.F.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 1k de eer Ubijgaand, de tekst
van Uw zeer interessante voorJracht ove r le Internationale
Bank terug te sturen.

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

Het deel van de uiteenzetting over de gel-eidelijke
uitbreiding van de markt van de obligaties door de Bank
uitgegeven in de Verenigde Staten,tcoont aan voor welke
moeilijkheden de Bank, bij hetwlqin van haar werkzaamhfieden,

Het was mij een bizon de genoegen met U kennis
te maken ter gelegenhed van Uw yerblijf te Brussel en
ik hoop, dat U een voledige doumentatie heeft kunnen ver-
zamelen over d. problemen die U interesseren.

Ik heb U een paar overdrukken overgemaakt van
mijn 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 teen ik, a:rde Heer Crena de Tongh,

met de meeste hoogachting,

De Heer Crena de Iongh, Prof Dr. J.E. Mertens
Treasurer, Adviseur.
International Bank for 7econstruction and Development,

1818 H.street N.W.,

WASHINGTON D.C.6.
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FORM No. 58
(5-48) INTERNATION BANK FOR RECONSTRUCTION AN[ EVELOPMENT

OFFICE MEMORANDUM
TO: Dr. Paul Rosenstein-Rodan DATE: October 23, 1950

FROM: J. Burke Knapp

SUBJECT:

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.
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FORM No. 57
(s.48) INTERNAiONA1 BANK FOR RECONSTRUCTION AND DEVELOPMENT

OFFICE MEMORANDUM
TO: J. Burke Knapp DATE: 19 September 1950

FROM: Frank W. Fetter

SUBJECT: 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 th e 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. A completion of the preliminary surveys made for Haiti, Mexico and
Peru, and the preparation of reports on Argentine and Brazil.

2. 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.

3. The policy of development corporations In the matter of sale to the
public of its stock holdings or other investments, the ability 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.

4. The relation of planning bodies to the organizations that supplied
the funds for development financing. We received in the coursc of

our study a very hazy picture of what the real situation is, 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.

5. An appraisal of the question as to how far an institution like the
International Banrk should go in promoting the organization of and
participating in the management of a developmant corporation. Such
a study should involve a more careful review of the experience of the

Export-Import Bank with the development corporations in Bolivia,
Ecuador and Haiti, an. an examination of the International Bankls
experience with the development banks in Ethiopia and Turkey.

FWF:ie



FORM No. 57
(5-48) INTERNAIION^ BANK FOR RECONSTRUCTION AN' IVELOPMENT

(OFFICE MEMORANDUM
TO: Mr. A. S. G. Hoar DATE: September 15, 195o

FROM: Jo Bure Knapp

SUBJECT: Loan iof the In er ational Bank to Development Corporations

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

Copets general remarks on Fetterts paper ana 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 own.

Attachment



TELEGRAM -ADRES:

TRADING AMSTERDAM

_.Amsterdam 0., 9 September 1950.

Mr.A.J.Steendijk.

Zeer geachte Heer Crena de Iongh,

Nec refima.

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
naar aanleiding daarvan 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 benoemrien.

De winstverdeling was als volgt: eerst preferente aandelen 5j,
daarna gewone aandelen 5-1; van het restant ging 10'7 naar commissaris-
sen, 5, naar de credietcomRr.issie 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 aan gewone aandelen narmien res.. voorschot
verstrekten:

Aandelen Voorschot
(in f100-

N.1.M1. 235 703
M"endelssohn & Co. Ams5t rdam/Kux Bloch & Co. 234 '103
M.M.Warburg & Co. 219 656
Amstelbank/Oesterreichische Creditanstalt

fUr Handel und Gewerbe 125 375
Amsterdamscie Crediet Yaatschappij/

Simon HirsOhland 125 375
Pasler Handelsbank 125 375
Dillon Read & Co. 250 750

Den "eledelgestrengen feer Robert
Mr.D.CRENA DE TONGH,

Hotel Meurice,

P A R I S.
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Aandelen Voorschot
(in f.1,000.-)

Robert Fleming & Co. 125 375
Heldring & Pierson 125 375
International Acceptance Bank 125 375
S.Japhet & Co. 63 187
Industrial Financing & Investment Corp. 62 188
A.Levi 125 375
R.Mees & Zoonen 125 375
N.T.Rothschild & Sons 62 188
Pierson & Co. 125 375
Prudential 500 1500
Schweizerische Bankgesellschaft 125 375
Schweizerischer Bankverein 125 375

Ik hoop, dat dit de gegevens zijn waarnaar U informeerde.
Het zal niet in Uw bedooling 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 naar Amsterdam mocht komen en verblijf
inmiddels,

met beleefde groeten,

0'



&rold W. Larsen 1 September 1950

Frank W. fetter

Drafts of Reports on Development Corporations
in Latin America

I am enclosing drafts of the renorts that I have written
on development institutions in Chile, Colombia, and Venezuela,
and would appreciate it greatly if you could find time next
week to go over them with your most critical eye. If I have
made any mistakes, or have misinterpreted the data, I would
much prefer to find it out now than to have someone jump on
me after the manuscript has been completed. You will notice
at seve ra1 laces that I have put question marks or made
notes to the effect that a paragraph needs to be rewritten.
I would be very glad if yo would make marginal notes, for
altho I have markeI two of these s worki opies I still have
the originals, and probably will incorporate all the changes
in the orignals.

Mr. Janssens has just comleted a dr-ft on 1olivia, and
I swgrested to him that he show that, aso the cuadorian
r--ft if he completes it next week, to you.

I will not be at the ank next week, but will be baok on
Monday the 11th.

nclosures
77:1



FORM No. 57
(5.48) INTERNATION' BANK FOR RECONSTRUCTION Al" 'IEVELOPMENT

OFFICE MEMORANDUM
TO: Mr. A.S.G -Oar DATE:

FROM: S. R. Cope

SUBJECT: Loans of th Internation Ba to Developmnt Corporations

I hav read the prelii nP draft of t'h setion on "Loa of the

International Bank to Developmn t Corporatons" wi r. Frank W.

Fetter has repared. I think it is natural that !r. FetterAfter being
in the Bank only a short timeo, should 3ind difculty in wr iting

paper suc asl th one- he has attptd. It is thremfore i no spi rit

tor ct icism, ut w a des to b hpul, I ak the fllowing
.O c onts.

1. Mr. fetter omits to mention Credit a ionl 0hic receiv a loan

of c250 "I llion in 194T, a lo t e r dd lg in
the sam cantegory a th ose listed on th fis pag of( his apr

2. In some respects tooI the lo a of 1.5 milliorn made to th Bank of

Fin~lnd i Augus 19/9 was s~iilr to aoa made o La development~
corpor ati on in that the Bank of F'inla n pase on to eac ultit joorrowler

ai portilon of' th loan and stood in relatin' to ther in tuc the sam place

as evlomen crpratonsandinreaton to thei bor oers.

3. A, :ore importt om~'02iso is thaIt of ti lon ofr1 mli.on tocvKi)

orstelba n Jly 19Th e erstel
0en borp'orat ion w~it whic Mr. Fetter icon certndi' i ae n

woud av thougt that abrie oescription of ts loa ar P the prbla

enc2 outre in had: i t would havfe been useful.

4. He migh -aso ' metoai th ronosed loan to the. cont'I of' exi'can

banks which isnudr d ~~ ~~isussion, altoug not s up i the form of

cor -oriatio, the"' acivie of (Ce consrLium ill v'r'1- iiar to those

ofa' developmen crorato. ih ls consider the Tronose oevelo-

en c orpo ration in thopia.

5. thlemo t he - acts con ne , soin of hi paper deann

wit the 4 dusrial Deveoomnt Bank in Turkey arecrrect-, the setio n;e

not dve ranCJ curte, impreiT2on of the mai isue inole an thin the7

onlyway f ptting hi rig is to su st t-h t he tlk l wit r. Diaond.

For eampleo th first uestion he posed on Pe 4 isr-P as tolthr the Bank

should0 inis on aepnsbl officer" of t V Inutrial Deiveopmenat Bank

wa 'o whtheor th officr shoul be Turkis or (i t, it was as toP ha

oen ould b tken to enure t;t acotent officer was enaged. ore~ov r,

the're wa n o confPlict or controv r-sy betwee n th -an Pn the-Trs on this

point, which r<ght -0e plie ro Ir-. Fetter's u of the word "insist".
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Room 3133

24 Almnst 1950

Dear Mr. May:

I am makinc a study for the Bank of the structure and
hintory of the nrincl r7 gawvrrment evcuronrt corporations
tUst have ylaved no tnortant a nart in the economic life of
n nnbr of Latin :ericvn countrie in r cent yar. In

connction with this study, I wish to ,ive a brief account of
th Kativities of P.0, oth because any of its owprntions
are very similpr to those of devlonment cornormtions, and
because it h-s worked in coopertion with the Venezuelan
4 ovelo cent Orn)oration.

I find In aur l a number of ress releaes which, I
helieve, you sent to r. nuel . Anderson ith your letter
of CWtober -7, l)). vct for th i e Aheet of noveder
30, 194?, And corrs:o n between - fice of the nand
offi Cr of 1I ; , TO h ve no material lter thn tht -rhich
corn "ith your lttr of October 27.

T am W :v to ask wh ter you co l nn a co y of the
mcat rec-nt V&r Pe hent -$ IT, r& cols of -ny ress
ral -. s or raaortV Wt my nvn be-n vW ouhli- since your
letter of the shovo dto. It probibly rourl b the stmrolest
thin" to And tea nrnetly to me, Lnd then I would turn then
orr ti our c.nrA 1 i-s or to t . 7r- "fter I hive
fir&hM At then, -t if yt wrVfer, yo, could se them
dir-t to the Jort -:ar. li :ri.

Sincerely yours,

Frank W. Fetter
Consultant

Mr. tacy My

30 Nockefelter Plaza
-v fork 20, N. Y.

F:1at



Room 313 3

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



,se GENe,

Brussels, August 11 1950.

DIRECTION

HD/LB. 1356

Dear Sir,

6 r. De Guchteneere has received your letter

of JulY31.

Unfortunately, he shall be absent from Brussels

from the 5th to te 8th October. He must effectively

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 tie 9th of Oc-

tober and shall be very happy to meet you then.

However, Mr. De Guchteneere wishes that you
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. DEvEVRE.
Secretary-General.

Mr. D. CRENA DE IONGH

International Bank for

Reconstruction and Development

WASHINGTON 25 D.C.



Bruxelles, le 11 aodt 1950.

Cher Monsieur Crena de Iongh,

En reponse a votre aimable
lettre du 7 aoqt, je dis de suite que je serai
tres heureux de vous voir A votre passage A
Bruxelles si cela peut vous arranger.

En principe, je serai ici
A ce moment, mais il serait toutefois bon de
m tindiquer pr~alablement A votre visite la date
exacte de celle-ci.

Croyez-moi je vous prie, cher
Monsieur Crena de Iongh,

Votre sincerement d6vou6,

/

(W. de Munck)

Monsieur D. Crena de Iongh,

International Bank for Reconstruction and
DeveJpment,

WASHINGTON 25. D.C.
------
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No. W0 August 10, 1950

Dr. B. U. Ratchford
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 arrived back from my trip in Western Europe
and since Leonard Rist has left on his vacation things are buzing
around my head.

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

Sincerely yours,

J. Burke Knapp
Assistant Director

Economic Department

Enclosures
JBKnapp : rke



BANCA D'ITALIA R ,Auv)t , )5
IL GOVERNATOPE

D~ear Zr~nack,

I received your leTter dated July 24, inforning

me tAa r.rena de ng T reasurer of the International

Bank, will be in Rome for one week af ter ns att endance

at the Fifth Annual eeting'i Innis,

W lie lookinj forard to the plasure of mnkin,

Yr.Crena de Ion ; ' -erpo ' comintance I assure you

tnat 1 and r st'iff will be very le e "o re mi A t Mis

disposal for event n he -Ay need urin Lis stay in

Italy.
Yours very faita Kaly,

( Donato enichella )

!nceraational 3ank for Reconstrae cion And Developnenc

1018 H Street,

WAv..1:,ton D,-.C.

9/iN
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INTERNATIONAL BANK FOR

RECONSTRUCTION AND DEVELOPMENT

LIT r - 7 N l 7 ru e de Lille
Paris ( 70) Prance

r. Crena d Ionia Treasurer
international Ban fr Reconstru i.

an D evelopmen

Dear Crena:

Thank you for your letter of Aujust 3,
(P.41). i expect that w.u .ave received by

ntter of AugAst 4 (P.905), and the enclosed
ater ial on the Cred L ational.

Both nr. Brunet and hr. Postel-Vinay have
e mst helpu. have al rady advised both of

th that you 'il l 1 ws t.a up the matter in
maoro dtail in. e.eanwhile, r.av p a ed
your letters n t .n

es wishos,

Yours sincereiy,

altr 1il





August 7, 1950

kr. Lax Nokin
Societe Generale de Pelgique
Yontagne du Parc
Brusselv, Belgium

Dear ir. 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 is over is to
make a study of long-term finance in Europe outside of the
long-term issues offered Dublicly. For that reason I am
going to see several of the official and semi-official
long-term finance institutions but I am sure that you will
be able to add to the picture so I hooe that you will be
able to give me some of your time when I come to Baussels.
I won't fail to let you know ahead about the exact dates
of my stay in Brussels.

Yours sincerely,

DC/mct D. Crena de Iongh



August 7, 195

Jhr. ". de Yunck, Vice ;cuverneur
ciete >nerale a l .

ocntagn. au lare
iru seL i eLgiuxr

ar cr. de unck:

s to let your know that I will orobably be
in the first half of October a would like to
come and see you.

One of the reaons for 1y stay in uro after the
Annual Weeing of the a in i over is to make a
study of long-term fanc in Euone outside of the long-
term issues offered uicly. For that reason T am going to
see several of the offIal and se-officiallong-term
finance institutions but I ar sure tht you will be able to
add to the -)eture 7o I ho that you will be alle to give me
some of your time when I cme to 1russels. T won't fail to
let you know ahead at the exact dates of my stay in Prussels.

Yours sincerely,

DC/met D. Crera de Iongh



August 7, 1950

Ar. Paul Charles
Banque du Congo Belge
14 Fue Theresienne
Brussels, Belgium

Dear N:r. Charles:

With reference to Er. Black's letter of July
45 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 discues the matter of long-term
financing.

Anticipating the oleasure of meeting you,

Yours sincerely,

DC/mat D. Crena de Iongh



tugust 7, 1950

r Arrive Frere

Eenqe Ntio :ale de -2elique

Brssl, Belgium
Dear fir. Frere:

eferring to ry -,tteor o v ly ir i

informed you that I was writin rtely tc icsrs.

De Guchteneere, lA nut nr d ad tite 1 Should

like to add that 1 a ao wr! tin t r. aul ; -htrl

with bet rgrd

fours sincerely,

DC/met D. Crena de :ongh
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(1.50)
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CRENA DR ITGT XR.IRENA DR 0X09
TO: INTERNATIONAL BANK FR ACTION COPY TO

RECONSTRUCTION AND DEVELOPMENT INFORMATION COPY TO
FROM:INOATOCOYO

PARIS
Decoded By

TEXT:

PARIS 25 CRARGE BANK.

NUMER 120

RAVE TODAY AIRMAILED MATERIAL CREDIT NATIONALE.
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£uvt 3, 1950

fr. Jacques Erunet, Directeur General
ational rour faciliter la

Rep2araion1 die cnages causes
par ia guerre

ari, irance

Dear !Vr. Brunet:

uth reference to the correspndence between

ir. black and Vr. I auaLArtnCr C! the ubjcOt of a ztudy

the Ban WKants to make on long"-teri rfnance institutions,

I hope to contact you on hAt Ina tr during the time , a

in Paris for the Annual Ieeting of the International Bank.

I will make free to telephone you on my arrival to nake

an appointment and am looking forward to discussing this

subject with you.

Yours sincerely,

D. Crena e Iongh



August 3, )50

. . say
1a - 'entrale de la France

d 'utre er
Paris, ran-ce

Dear 1/ r .Potlira•

th refenre it the ccrreioridence b

kr. Ela&ck and~ fr. Baumgartner en te subjet of astd

he k ant to make on long-term inane 7nstiutione,

d r enversations -Ith ir. ?alter '11l, ~heot to

contact o on tt attAer curir h time niva in r for

th e Au e eti f the Inte t:onal a wh regard

4,o the functions of La Caisse Centrale in relation to

I will make free to t4ehone y omy

arrival to make an apoointment and an looki forward to

discussing this subject with you.

Yours sincerely,

DCrema detmh

DC/met



August 3, 1950

Intnrnat~ioa Br~ank for
Scnc rucio ard Devel:pment

67 rue de~ tile

addreed to r. Brnet an the cther to r. ost-Vinay,

Av yo htv? been having disson th both entlemen,
1 thcught It test ne: t o-nd -he le tte :ec.

the Caisse Centrale, which looks very interesting.
T ,rk7 f or all ycur t t, in i atter

att leaving for Holland on August 15 and will be
vacationing there between August 23 and September /4. In

ece yo - an t to reach me, iy address rill be -

Ctel YIsteel -coe V1urshe
Baarn, Hollard.

With kind regards,

Yours sincerely,

DC/met D. Orena de Tongh
Erclosures



Agust 2, 1950

r , . .antenga
f eizersgr cht 706
Amoterdan C
The Netherlands

Dear Lr. Plantenga:

As you may have heard from i r. holtrop, I intend

to make use of my trin to urooe for the eeting of the

International a t have talks with the management of coin-

panies of the nature of yours. I will be in Hollard robably

from the first of October until the 5th and hone to come to

see you and discuss th s matter in which the ank has such a

vital interest.

Yours sincerely,

DC/met D. Crens de longh



August 2, 1950

Mr. J. F. Posthuma
Kneoterdijk 6
The Hague
The Netherlands

Dear Mr. Posthuma:

As you may have heard from tr. Hioltrop, I intend

to make use of my trip to Furone for the >Mecting of the

International Bank to have talks with the anagement of con-

panies of the nature of yours. I will be in Holland probably

from the first of October until the 5th and home to come to

see you and discuss this matter in which the Bank has such a

vital interest.

Yours sincerely,

DC/rct D. Crena de Iongh



2u; , 19<

Mr. H.T.A. van den Wall Bake
Directeur

Neder1 ndche Andel-aatschanivj, N.V.
Vijeltraat 32

Dear 1r. v d all k

As y m hv e th nerntina l -ank s
very much inters ted in study in the intiutions which
rvie e tal. you have been .cnected i th

the oederlandsce P rt cipate-a tchap i and re doubt-
lessly st ll vry muc interested in th 1uject, u

ike very m h to make ue of my stay 1 l a
talk 'ith you on hat ater. T wll e from the
irst of October untilt 5t 4n hope ocome d see you.

I tik it the ou are still ornneted with the
ni e for Netherlan-Amrican n dustria ooprati
wI is alo a ubjt o interet t the International

ank,

It ha coertainly been a long time since we last
met.

Yours sincerely,

DC/mot D. Crena de Iongh



No. P/438 August 1, 1950

IVr. 'Walter H3ill
I nternati onal Bank for

heconstruction and Development
67 rue de Lille

-is, rance

Dear Walter:

inanfks for your letters of Jul 2 an ,

~ ai ~ ,r ac,½~ n, ,oL:~ bfore

and I a: wonhein ' er the 1, al r te on long-term
Sinance ir- itions meratig in t'rance and ner overseasterritories, and on e cons itutio, source of tnds and
tyoes of onration c _ 'oe likely to be of snecia1
interest, which you ,rcmised will r ch ire in tim . It aybe tha t you could send a copy of this paner to my address
In tIollard, -here I will arrive on Augurt 4. e will be
stayint at the Hotel ilooge Vuursche, Ia.rn, in soiand.

I was very much interested in your second letter
the cony of a letter to Mr. Elck wch you were kind

enough to enclose. 1 will b ry leased to speak to anin ormation meeting for members of the 0.E.E.C as I am surethat just by relating the oractical execution of our wcrkI can disel a great a wrong ideas on the subject.

I olan to in ondon from October 11 to 18 so Icould see kiIr , ark ver there. If ye u coula arrange somereetings with ether officials during that tire, and make
an annointment for me with Ir. Correll Farnes, I would bethankful to you. Also it would come in very nicely onry studies on the long-term finance institutions to seethe bankers you mention. Cf course I know some of thepartners in all of them and I think that they could allcontribute to what I am after, and besides I think theywould form a good audience to talk to about the -ank. I



-2-

found that kr. Tiarks of Schroder's, who visited re in
sahington a few weeks ago, was highly interested in the

work of the Bank, and I know that the Lazard neonle also
follow it with a great deal of interest.

With kind regards,

Yours sincerely,

D. Crena de Tongh



August 1, 1950

Yr. E. lonick, President
anque de Paris At des Pays Bas

PAi, France

Dear .orick:

rv. iIiVl' t le yo - -i I >K £e i

Paris duin the A nua PIrting f the Intrtirnl
rankfr tember te the 16th ir All1 ve stayinj

at the otel Veuic.

As oeo the ojectives of my viWsIt is also
to a a tudy o ion -ter inanci ng in Europe, I would

lik very much to have talk ith you about this subject.

Looking forward to seeing you,

Yours incer ly

D)C/met D. Crena de Tongh



Auguot 1, 1950

Mr. I lecAjoi

General m Sc

Bar nj W <: 1e nnional Settlements
B tzrlnd

Der ihr. AI, /

Ico * art y ne o c ib,~ and cj n. iror

yo t a will bet in oir ora to 4 c ptembe ' o11cr nl
Ocor 1. At the odei I 51 will toes the rot. cI may

also e i se v u I as tcft i r y ure 2htn icenh sions
which h be etried on by ir. DP; Dudley, one o u
Pari reh, enta ies, have resulted iinite csp i

Ais you were WOn enug to oWer to make appointments
for mewththe onople I shoul se i heiterests of the
Bain, Iwul be very grteu -e you a"istance In this
matter. I a: wr;iting directly to Professo Keller and:
Dr. .oeich, and whe Leme in Pari, je can discuss ho m y
other visits can be arrane in the bet fachion. Ii11 be
stavng at the aur au c i Zrich aut of coure ca asily
cOL to Laile to vi0it the c e th rC.

ith kind regard s and tir K n you agaiv for yonr
assit ance,

iours sincerely,

DC/mct D. Crena de Iongh



AugusLt 1, 1950

Dr. .

Svi ikCornoration

Bale nizrlr i <: llL . i zrzr

er Dr. eien;ard

v t n r n virro nvi rand
arn uontent.

Antiipaing e ceasueco r.,eseting you agan

Yewursl sincerelvr

Dc/ t ., t de Iongh



t, 1950

Pro'esse r 2ul Keller

Zur, tzerland

Dear Profcesor Keller:

ThIs is to inform you that I will be in 5 itzerland
from- e5 I 1, d i
to Visitn yI u Itrl!esaiget eTya ei

an 7YoAntlr 4-rt.

Ycurs sincerely,

DC/rct r d ongh



July 31, 1950

Dr. . .Holtrop
~res ident

Mtrd , T.hN therl a

Arice:

Tith rfer.r: r > ihe's letter t> -o of
uly2/, just ant to infor you that T will be in
0oll id betw en c o i a: d the 5th, and inte to

visit the ersteban - n th Prtici.patieaatschap'I.
hope, of course, os0ee you and 1iscuss the subject,

but anyay we till meet n Paris bfre that,

inith indC re - ,

YOurs sicerely,

/t VD. rena de longh



n/.Earce Frere
Gouverneutr

r t de Bliue

Z~ r. Frere:

c nc:< to Lr. a 's letter v i 4
I would like to irerr: you t will r

muc ftlhve talk ith yo orV Lh sujc If long-tert

A I kr lc is 0then directl t
f/r DeChteneere Er Deetr ard *r Vandc> te

•I am rting to the. etene sepaately.

ing forward to seeng yo in ?aris,

DC/et . r de



r, Nober Usd Putte

irt atonade redt a l'Industrie

cusli, ]egium

P o



uly 31, 950

r. Adre e Gchteeer

Geea anager

C 4 GTErF de Tcngh



July 31, 1950

Doctor Donato Venichella
ovenatore
anca ' ~AM
om, t t4

Dear Doctor er rA

ith en r nce to ir, 7lc's lette Ar of u to
you, I would like to infor. yu t intnd to leave
Aris or ome o e b 16, an t
to unti r , he5t U ce vemc tohv al

crnoractions al to Doctr Borr
rntituto oIJiare Ialiano. Atehough mybe orcy

the i.RI . will not be of thie same interest as the 1. .A.,
yet I would also lk toI hve a talk with ir w ' rorri.

king forA rd o seeing you in AM,

Yours sincerely,

DC/net D. Crena de ongh



July 31, 1950

~ nde n, -n and
ik~~ir j r, Co qc.

'eer ~ ' cr e bcld:

Ct> woi~to P ' ~ 1 ' ' ti, - tc >' t I ly
2T I wuld~ lie to infYorm yoitt I ilb nLndon~

fro October 10 to the 1 n u vk to
haea talk~ with you on~ th>ujc flnar iac

n tiuon. aw asn oitten irct e t o uc hfr 'e
e in touchwith the-c

With k i regare 

DC/ment D,. 0 rena I ingh



Jul 31 1950~

ColoniaJ Dvelomnt cor oration
33Dver :treet

London 1, ng a

y dear Lo

yo. o t st-e ar k r r or-

Iwnted to confirm i tht I il bei :Leon from~ Cctobe~r
10 to October 18 adwol mc apprciate havingj a tal

th you and 7uch ia oyuCorocraion as

noking forma t. meting you again,

Yours sincerely,

DC/mct D. ;rena do longh



July 31, l'C

r. Gunrar Jahn
Gvernor

vslo, Nrway

Dear dr. Jahn:

refeo lck corre pnnce with
yu nh bject oo long-er finance n stiionr, I

Mr oljornsenl on the subje~ct in Pai obth wil
e there, ~unould you thi . ate that, that it wrul be

us eful that I cooe to -oe Ioudtry to V:it that into
my travelIng Arogra,

lt kind'rgds

Yvurs sincerely,

DC/mct D. Crena de Iorgh
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AUG R REC"D
SOCIETE NATIONALE DE CREDIT

A LINDUSTRIE 16. BOULEVARD DE WATERLOO

BRUXELLES

LE PRESIDENT

E0' T VJ i t e u e a t t- SE r

n c r
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Paris, July 28, 1950O

Documents :. 87l/D (Air al l

To :r. .L. Garner (:f6(Requ e d by Mr. Crena
de Jon 2h)

F/ron : lter 1ll

Subject La Caisse Centrale de la F/rance d'Outre-cer

Classificatioon : Confidential

La Caisse Centrale de la France d'Oubre-Ider

alter Hill
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FORM No. 26
(1.50)

INTERNATIONAL BANK FOR RECONSTRUCTION AND DEVELOPMENT

INCOMING WIRE

DATE OF WIRE: JULY 28, 1950. ROUT ING

TO: CRENA IE IONGS ACTION COPY TO NR*GRUA DR IONGH
INTERNATIONAL BANK FOR

FROM: RECONSTRUCTION AND DEVELOPMENT INFORMATION COPY TO

Decoded By
PARIS

TEXT:

ONE HUNDRED FOURTEEN RE YOUR CABLE EIGHTY ONE LETTER

AIRMAILED JULY 25TH. AM AIRMAILING TODAY COFIDENTIAL

FIRST DAFT JUST COMPLETED CAISSE CENTRALE FIDES FIDUM.

WILL AIRMAIL AUGUST ONE OR TWO REPORT CREDIT NATIONAL.

TO SAVE TIME AM SENDING FRENCH VERSION.

HILL

DUPLICATE
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FORM No. 27
(1-50) INTERNATIOI BANK FOR RECONSTRUCTION A[ OEVELOPMENT/

OUTGOING WIRE

DATE: JULY 27, 1950 CLASS OF SERVICE DESIRED

TO: lr1 WALTER HILL NIGHT LETTER f CODE
INTBAFRAD
PARIS, (FRANCE DEFERRED ] FULL RATE [I]

TEXT: TELETYPE [

81 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: For Use by Archives Division

NAME D. CRENA DE IONGH Checked, for Dispatch

DEPT. TREASURER S

FILE COPY
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W. A. B. Iliff - Loan Division 26 July 1950

Frank W. 'etter

Preliminary Draft - "Loans of the International Bank
to Develonment Corporations

I am enclosing a copy of the preliminary Iraft of the section

on "loans of the International BJank to Development Corporations"

that I expect to include in the report that I nm pret ring on
development corporations.

I would value your judgment as to the accurac;y and the approp-
rintiveness of my remarks on this topic. Not only would I like to

know if any of my statements are not supported by the facts, but I

woul also appreciate 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 appropriote in such a

reoort.

enclosure
Fi?:e



FoRM No. 57
(5-48) INTERNATIONAL BANK FOR RECONSTRUCTION AND DEVELOPMENT

OFFICE MEMORANDUM
TO: Mr. John H. Adler DATE: July 26, 1950

FROM: D. Crena de Iongh

SUBJECT:

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

are 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
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INTERNATION/ BANK FOR RECONSTRUCTION AND DEVELOPMENT

OFFICE MEMORANDUM
TO: J. H. Collier DATE: 25 July 1950

FROM: Frank W. Fetter

SUBJECT: Development Corporations in South Africa

If you can obtain 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 Develop.

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

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 annual 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

establishing 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 IDO to the public?

In the annual 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 undertakings amount to Z 1,100,146 2s. 7d.
after allowing for the L 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 Z 4,700,000. The Corporation has thus carried out

its functions of financially assisting in the development of

South Africals 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. Yet 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 IDO as of June 30, 1944, and the total investments that

OF F I CE SFRV I CES 17 7.10



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 to?

(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 IDO appears 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 Latin 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 available
"DIPCTORS' REPORT AND ACCOUNTS" and address of the Chairman at the general

meetings of shareholders, of the Industrial Development Corporation; the

most recent available annual report of ISCOR; and the most recent available

annual report of the Fisheries Development Corporation.

FWF:ie
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Leonard B. Rist 21 July 1950

Frank W. tetter

Prelininqry Dkrfts on Pevelonment Corporations in
Chile, Venezuela, Pn the Union of South Africa

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

of South Africa.

As I indicated to you, the figures are not corilete in

all cases, 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 i; ortance of the development

corporations in these three countries, these reports are

longer than I would expect reports would be for most countries.

After you h-ve had -n ornortunity to glAnce through these,

I would like to et your iden -n to how well they fit in with

your thoughts as to what the reoorts on the develo-oment

corporations in individual countries should brine out.

enclosures
M'le
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(This document is for the use of the President, Vice President and rembers

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 10:00 a.m., Nednesday, July 19, 1950
in Room 1005
1, There were present:

Mr. E. R. Black
Mr. )i. A. B. 11iff
Mr. D. Sommers
Mr. D. Crena de longh
Mr. L.B. R1ist
Mr. . n. Polk, Secretary

In attendance

Mr. i. H. Demuth
Mr. P. N. hodan
Mr. J. H. kddler
Mr. H. N. Graves
Mr. A. Broches
Mr. L. B. King

2. The Committee discussed:

(1) A Reply to 1r. Gordon Gray's July 10 letter;

(2) The 'resident's Speech at the Governors' Conference;

(3) Western European Development Bank; and

(4) SJIC/o/234, General Counsel's July 12 Memorandum advocating that the Bank
should be prepared, in appropriate cased, to inform a member government
of the approximate amount of cr adit -nich the Bank would be willing to
extend to it.

3. As regards item (4) above, the Conmittee expressed i self as agreeing in principle
with te General Counsel's proposzl, and asked the Loan Director to set up a "orking
Party to examine the proposal in detail and to make recommodations as to the technique
of putting it into effect,

4, The meeting adjourned at 11:45 a.m.

Distribution
1 Mr. Lugene Black 9. Mr. A. S. G. Hoar

2. Mr. A. a. Garner 10. Mr. 0. A. Schmidt
3. Mr. B. A. 1. Iliff 11. Gen. R. A. Wheeler
4. Mr. D. Soifaers 12. Mr. L. G. Burland
5. Mr. D. Grena de longh 13. Mr. I!. liolk
6. Mr. , B. Hist 1. Files
7. Mr. B S. hist
d. Mr. R. H. Demuth



July 12, 1950

Letter Is.P/391/

br. "alter hill
International k for

Reconstruction nd Development
67 rue de Lille
Paris, France

Dear Walter:

e are ri c1uite ooci pro re r ith & preliminary
study of the lon -ter; fint nec intitutior, it ui to now we have
not received 6 reply from Mr. L u artner. . eybe you could try to
get action from Mr. :runet.

We &rc aso very nuet intrrsted in the wrin of
the institution that operates in the f.olonies c Ld t Fides", and
as r aumgartner does not eo1 to hv- acted there, Tmaybe you
co'Qd also try to Let some iiiormation on that subject - t e more

o -s the picture of Fides which we ,ct from the papers is not very
clear, but, on the other han6, seew- to be rather promising in rele-
tion to the functions of long-term finance.

With best wishes,

Yours sincerely,

D. Crena de Iongh

DC/mvp



DEVELOPMENT CORPS.
FORM No 59

CROSS REFERENCE SHEET

COMMUNICATION: LETTER

DATED: JULY 10, 1950

TO: MR. B. K NEHRU

FROM: GEORGE W. BURGESS, LOAN OFFICER

SUMMARY: ENCLOSES TWO COPIES OF THE ACT TO ESTABLISH THE INJUS.
FI ANCE CORP. OF INDIA

FILED UNDER: INDIA

CROSS REFERENCE: DEVEL. CORP.
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INTERNATIONAL BANK FOR

RECONSTRUCTION AND DEVELOPMENT

67 Rue de Lille
PA IS (7e)

A IR M 2l', 1 90

LetrNo. /94

Mr Rbr L. Ganner
intmational Bank for

Reconstruc tin and Devel opment
1'218 A Street N.W..
Washinton 25 D.1., U.S.A .

The Ban of France asked me some time ago wether 1
could give a talk abou t e ince agecis s
up in England in9 for th nurpose of finaning Comp-
anies that are sound but for one reason or or ir cannot
f nd adequate amounts of cp ital. These, as you reme
are the "Indust ral and Commercial Finance Corporation '
and the "Finance Corporation or Industry? whch inci-
dentally, is taking a large hand in financing the Steel
Qompany of Ngales. As I felt that in my presen position
I could not very well give such a talk, I saggested that
a friend, Mr. Roland Bird who knows the two inst it utions
quite well, should do so. I could hardly refuse however,
to preside at the conference which took place ls Monday,
and m opportunity to say a few words abou the
Interntoa Ban k.

As Mr. Bird's up may-- o7 some interest to you and
othrs-Mr. Crena de longh, I know, is at present looking
into these finance agencies--I enclose a c .

Best wishes,

Sincerel you:r as,

alter Hill

Enclosure:- 1.

cc. Mr. Wiliam L. Ayers.
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FoRM No. 57

(5-48) INTERNATIONAL BANK FOR RECONSTRUCTION AND DEVELOPMENT

OFFICE MEMORANDUM
TO: Leonard B. Riot 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 hsd

drawn up summarizing the principal things that I

learned in my visit to the Economic Secretariat

of the United Nations.

enclosure

Frank W. Fetter:ie



V4Sit to United Nations Secretariat June 22-2 109

I s- pent two days talking with economic officers in the Secretariat
to find out what study mi--ht 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-
criotion 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 comTred with the structure. Mr.
Adolfo Dorfman, who had been in charge of the study a.nd 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 theh the stnrcture. In general, I got much

more satisfactory an discriminating comments on development corporations

from the oeoole working on Africa and the Middle East, most of whom had had.

no direct association with the study on economic development, than from the

peopole work~ing on latin America. The principal points brough out in the

conversations are sunmarized below:

Jon Reen - (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 ha.d a background in ariculture, but a pparently ther was

no strong sentiment expiessed bynationals of the countries visited for an

industrial d evelopmrent.

In the Union of South Africa the Social and Economic Plann Coumncil
was never intended to do much - it was set u as a political device b, the

Gover'nment to stall for time when the public was demanding tht the overn-

ment do something after the war to handle -presenl economic problem . The

industrial develooment corooration in the Union has a political b c round;

it was backed by the Dutch to encourage Dutch industrial develonment, end

its aid has gone largely to small industry.

Charles Issawi - (Lebanese)

In Turkey private industry has been smothered by tax policy. Issawi

has the im-oression that priva-te industry could do a grcat deal to develop

T e', if it were given a. chanc. In Lebanon there is strong popu ar
opposition to Government management of industry. In Egynt there are a number

of light industries in which both foreign capital and wealthy Egyptinns have

pla yed a. prt. There is no strog local support for industrial develo-oment

in Iran and Iraq. The rt desire and the great need is for the development
of agricul sure.

Albert Dollinger -(Frenchman)

Does not know of any development corporations in the a 7ljEs ,

except in Tikey_ and, possiblyT, in Israel. Gave me the impression that

in the Middle East there has been more talk than plainning and more plaaing

than execution in the field of economic develoTment.



A recent reoort from Iran is that one half of tie fun6s going to the
"Seven Year Plan have been used to cover opera ting deficits of already

estlished goverp nent enterorises.

Morris Seipel - (An Americen Anthronologist)

Had not ueen connected with the studyi of "Economic revolooment in
Selected Countries", but ande a nunber o' excellent s a stions in re-ard
to souzres of development progrems in Africa:

. Look through Hansard Debates for informavtion on activities of BCDC.

F iles of LoAndon Economist.

EasL African Agriculture - Edited by J. K. Matheson and E. W. "ovill,

Oxford Univerosity Press 1950.

\.. Union of South Africa - 3orrd of Trade and Industries Report No. 282,
"Investig'ation into Manufacturing Industries in the Union of South
Africa, 1945", aLd Board of Trade and Industries Report 'No. 2"6,
"Steel, 1946".

. Annual reoorts of Fisheries Development Corooration of South Africa

.Litd.

1. Annual r ports of Industrial .eelop n Corporation of South
Africa Limited.

. South African Joura'l of Ecoaomicu.

.' Recent files of Marches Coloniaux Du Monde of Paris.

Robin Miller - (En-lishnan with Trusteeshin)

Only cotact with development coruorations as been with Camer'ron's
Development Corporation. Gnve me most reent ainal report.

Cerlosle-ies - ( A 'rAi
-2o Pler ... ( t Amer cenational)

A al'k with these men did not ad anything to what is already available

in published sources.

MiAs stheri shlin - (Workef on erZalt d Plpe or Ecoiomic

Develcoment report of U.Ii.)

anuel P -Gerrero - (Formier Minister of Finance of VYnezuela)

ilgh ts in the activitis of he Venezuelan mento ar,:

1. Wpport ofI local cemn a11

., Develent of local food cm r2 izinstries, with remhaeis on

suppying 0od for local consumntion to redce i-apots.



. The imrprome o locl C1 c Jt:.

4. Aiding ua to set up a sugar refine.

5. Taking over the milk indutry in CarIcas.

h il companisI are putting some of their fulnds on a voluntary
basis into IEC. enezue omento is qlso Outtir Some o its funczs
into IDEC a is endeavoring - ith little success to date - to hnrive local,
privte caital go ino ci o C.

Frank W. Fetter
26 Jine 195C



26 June 1950

Dear Mr. Perez-Guerrero:

I want to thank you for your courtesy to me when I was
at IWr Success 1-st 'ridy, -nd for the time tht you took
to rive ne - titure of the onorations of the Venezuelon
ivoloonprt Corrorition. Your comnents were most helrful
to me. I -rcited your giving me the nme -nd n ress of
r. Alejnro Qropeso, :W I oln to get In touch ith him

in the near future.

ou spoke of the nossibility of your 'eing in ashington
sometimr> lter thin rner ,fter you return fron urope. If
you re here -n wouln h-ve ny free time, I would -noreci-te
it -r--tly if you vould lpt me know - I would i very much
to hve further talk with you in rero to economic develop-
ment in Venezuela.

Sincerely yours,

T'rtnk W. Fetter
Consultant

Pr. nn ueJ Prez-' uorrero
eutive Sorrotery of the Technical

.nitnd 'tions
NO e-pns, N,4 A.

Frank W.Fetter:ie
26 June 1950
c.c. Registry
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BANQUE DU CONGO BELGE
SOCIETe ANONYME BRUXELLES, LE June 24, 1950.

14-16, RUE THERESIENNE

/uA.

Dear Mr. Black , 137tj

In your letter of June 5, 1950, you have requested inform tion on
<te specialized financial institutions for the dovelopmert of the Belian
longo

The first org n'z -tion of this kind which has been established is
the Socist' de Crs-dit au Colonat founded in 1947 by the initiative and with
the active collaboration of the Congo Governmecnt .

As you will gather from the enclosed statutes of incorporation,
the main object of this Institution is to give f:inancial assistance to new
settlers and small pri-vate 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, proiot.< in 1947 by the Ccmits
Special du Katanga, is the Socists de Colonisat-i on Belge au Katanga .

The st tutes and last Report of this Cormany .re also en-
closed.

These two organiztion1s sc far re the only ones of their kind.
They fulfill a vory useful task, but I feel it is still too early to give
a definitive appreci-tion of their activity and their success in promoting
econoric progress in the Congo

You have no doubt heard of the Ten Year Plan whi ch was i ssued
last year by our Colonial Minister

This Plan gives an extensive survey of the devel opment which
the autorities propose to give to the Belgian Congo during the comng ten
years, both by official nd private enterprise . The total investment is
estimted at 50 billion francs - 1 billion doll-rs - of which roughly one half
each4s to be contributed byu the Government and by private capital.

However ...

Mr. Eugene R. BLACK ,
President

International Bank 2r Reconstruction
and Development ,

WASHINGTON25 D.C.

fl199w



However it does not provide for the establishment of any spocial finan-
cial institution.

Tf 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 ;our Bank, visit Frussels,
I would be very happy to meet him nd to assist him in obtaining any fur-
ther information he may require on this subject .

Sincerely yours

P. Charles.
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FoRM No. 57
(5-48) INTERNATIONAL BANK FOR RECONSTRUCTION AND DEVELOPMENT

OFFICE MEMORANDUM
TO: Leonard B. Rist DATE: 21 June 1950

FROM: Frank W. Fetter ,JA 4

SUBJECT:

I am enclosing a copy of the revised outline of my
re-port 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



Mutlin o Dort Of oVe10lment Cornrations

A study of develovment corrorations should fall in two man parts; 4an

account of the organization and operatinr ennerince of individual development

coryorprtions; and a more general discussion bsed upon the observation of In-

dividual cor-orations of the rol a the eeopmnt cororAtion, of the successs

and fiure of such corporations, of the lessons that can be Ar- n from the

histor of these corporations, and the conclusions thAt this tor s to

warran ; to the future policy of the Interntional Bank toward lo s to such

corrorations.

I.

The2ecord. of Indilvidual Cor a tions

or ach indiiuA coroorAtion ther should be oa rief staten t of its

origi and its formal admnistrative setur; Rsudy of its onr-tions; a n

iniation of the enral philosophy that lies -ac of it n the lsons thnat

cn b rwn from its oeration. From the rports of the nited Ntons, nd

from other ros, 1 lrge amount of Information ist hand an the formal

or- nzation of evlonmnt cornorations. This inform t!o shoulb usd in

a renort. but t mhsis n ereort should be on the operation of t.e

cornorations a on th ir results rather than on the provisions of law or the

formal 1m"nitrtive setur.

(hr should b flnxibiit in the treatment o .ach institution, but
inmost ae th m t ra 1 nder A should be in tabular form; the Ater al

under in t-xtul form, wit -apropriAte sueedings to facilitate easy
reading.)

A. nformation on r.anization

1. Nai of orgnienton nd date of its creation, with a ref ro- to

the relev -s ttutes or -7- itrative orders.



2. Govrni 1o inu a ;u-Pr of mm xn, method of 'raintment,

and responsibilities.

(at) Plnning of enomic development,

(b) Fin nc o ecoo develoment,

() Ru or elimiating forein economic control,

(d) mhasirin prticur tyoes of econorate develomnt.

Authori a tis, inlui sta to mt as to authority to n-

ln!-, to rarticiPAte in aty inancing, -n to -n- directly In rod uction.

5. sourcs of funds, WnCudin-4dietea tars, o-ronri-tIons, -

borr o-.

1, - et Y t- nt of its operations to at, with emhasis on the

distriution of its activitie between l g, qity invstmnt, 'yand r et

rA 'tion, and between various f0il of econoc ctivity such a - nration

of electricity. - riculture, or industry.

2. anrel philosohy of? Its nrationst

(n) MiK'ng Yoo a eficiency of Pvte saving,

(b) Active mromotion in sunying an entreprenour hiC that Iv laki,

(e) Carryin, thru mrojects that -re considere too lrge to - hn dl4

b private carital, such as a steel MPant or a hydroelectric plant,

(d) PQWuri sufficient seP of o.r Monn to me profitable a group

of projects, where individul nrojocts &-ht not be profitable,

(e) Goordinntingthe arious aspects of. economic develnmnt

(Q of conomic develomnt tAt has ben considerd mot essential.

. Sel- tion, if ay, of its operations to ce ntral ianning gecy.



- 3 -

4. Reltion, If any, of its ooerations to those of other r-loetel

corpo pt ions in the country.

5. souces to 4-to of Its financing.

6. nrl concusiones as to its record:

1. in ncia1, iclng jumomt, if the facts warrant A judgment,

as to the relative ancees of the three xrincipal nethods of

givinp finncial aid: lons, equity financi, or i t A o' tion.

II. The reation of investment coroor-tion fina.ng to total invest-

rent in the country, inso Ar on information is avai3be. (uo-osted

Points of covera -e re indIcte on a r te sheet.)

III. Production,

iv. Politicrl, inpofar as conclsio sc cr rea smnly be rwn.

7. Connection, if any, of its onerations with tariff policy or other

irnfort control nolicy.

8. Influence, if any, of on w trend in United Sttes tariffs unon

the attitude of the develornt cornor tion ns to the liney of domestic -ctivity

that should recive ioiAt in its rem.

9. IU ce, if ay, mince 19'5 of th continued hgh rice of ona-

stuffs and raw materils upon the .thftu of the coriorn t ion towrd the most

desirdle lines of '-orit econnic evelont.

10. Any '1icrnibl1 tronds in the activities or -h:Oso-: o the

corroration.

11. Any conclusions of value to the : to be r-ren from the experience

of the cor oration.

UI.

'hc c ekro of Orniei conrg e 2veJlonrnent

'etivites in Unr'Tre~ve Countries

1. Strong and vocel desire i underdeveloped countries to raise living



2. Larger setting of this nroblem. hot new thing, but the growth has

been recenitly stimiuleted by:

1. An increase of the powenr and functions of government.

11. GIrowth in liter cy end comxrnication, making eonle in low

income countrPis more consciouS of the difference etween

their economic oittion -nd that In the more ,dvanced countries.

iii. Th growig poticl signficnce, both Ionestic a inter-

national, of areas of roverty.

3. Proceonts for the evlopment corporation in the early history of

the United S- tats.

i, Tovernmeont anonsored and~ financed hiehwus, canals ~aril

ii. Increase in tnriffs to foster ind:ustrial development.

iii. Agriculture h-nks of the Southern -tates finrnced largely

by forein I-orroinr.

iv. 0"ornmnt^ nrtec of rr n the dlistribution

of public land to rAilrod compnie.

4. i'recedents for development cornora tionso in Latin America an the

1. 2irited ublir elsire for econoric develonannt a long as

ariculture was largely asrocAte with a er-feudal society,

ii. Countero-rts of ½ovelopmn t coroorntion i Latin Amric in

1930's;

(a) Cajas de Gredito

(b) Authorization for central b to ma1ke long-term

loans for economic develorment.

5. Creat growth of formal evelopment cornorations after 1930.

1. Association of this with the reat d'epression, end m- rticularly



with the deterioration in the terms of tr e of v ri ture

and raw material. producing countries end the consequent bief

thpt the industrialisation insured an iree in real income.

ii. xA P 1tion of the fact that forma developnt corporations

were not stablished in some countries, eg. raEi. (This

roint needs further study

MPi 1ri ee o the Development Cororatons

. 0-so for setting up the deveo ment coroorations in particular

contries; e.g. cutting off of foreign loans, low nri of ari-

cultural exports, loss of forn - rkets for arricultural or

nineral Oroucts, as In the c- o hie.

ii. he charcteristi Ministratv Aryments of rv -lon nt

corporations.

iii. Th- basic ob jectives of deopn t cryortions.

iv. Rlation of evelon ent PA orortions to lann n boards

v. The soures of inncin.

vi. The finan ci e-neri-oen o" eveomet coroorations.

vii. The ro uction rests of dvelount coroorations.

viii. The ignifi cne of Aevelooment corortion financn in

relption to total investment.

ix. Public oninion tow r the a c ven t of '-vlo int coa cr-tions

within the countries w re they have onr i.

x. Experiec of the Exort-Import n with evelhopment cor orations.

Ad. ETerience of the Internatioal ak with deve opmCt CTortions.



teornlit o - a. tan 'olic of the Intr-rntio:3 .;k

1. Deirbiit of loans~ to devel -E ""c o is as or r. with

loans to government.

2. n 1 provisions in loan to developent corporations.

3. Tro ofdvelOoment cooration ctivity most suitable for <

fina ng

. Attituae, of the Bank towr the administrative setu o f develoment

corr!ora to ns.

r tter
&0 Jume 19''0



.h at ti of Inot~c-tir-or:tion in5-1 nej ot.

1. iiow miuch of the total~ forr5ign inet t ha gone, i

recet yars thrughdevlemnt ornratonIfic

toi m t, ~ w-: -h e nr- - .<eto .- c

has gone tro inoelecrt or-r ioe fiosae

should b s~hown~ asapeentx of th oa ivsmn
of the de~vela.>'ment earn or±ton c:> osie ius

r iko.Ftte
20 Jutne 1950
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FORM No. 57

(5-48) INTERNATR L BANK FOR RECONSTRUCTION A DEVELOPMENT )to '

OFFICE MEMORANDUM
TO: Mr. Richard H. Demuth DATE: June 16, 1950

FROM: Benjamin B. King

SUBJECT:

1. 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 his comments.

2. The memorandum states that anticioated profits will be higher
than interest rates and consequently (sic) transfers (i.e. actual profits)
must 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 be
heaviest when it can most easily be borne and lightest when
the difficulties are greatest" (i.e. the point is one of
timing)

4. 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 understated. It is that the net foreign exchange receipts
from equity financing may be expected to be higher than the net foreign
exchange receipts from debt financing.

5. Take first the simpler case of an export industry financed
by foreign equity capital. Transferable profits equal exoorts less wages,
taxes, inland freight etc. Not foreign exchange receipts must be positive.
Even setting against this the same industry run with the same efficiency
but financed by debt, tkAmis not necessarily true, particularly during the
initial period of development.' --

6. In any event, the comparison just made is a most improbable one
in practice. The more likely ones, the ones 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

or b) an industry financed by debtgrun by local management and the
same industry financed by foreign equity capital and run by
foreign and superior management.

7. In these comparisons, there seems no a priori reason to suppose
that the _gj 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 Iran or Venesuela had run their own oil
industries, would they be earning as much foreign exchange (net) as they are
today? Do the examples of Mexico and Colombia encourage an answer in the



- 2 -

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 manufacturing
industries develop directly out of the import trade and thereby save imports
(e.g. automobiles, rubber, soap). Here the equation is profits equal imports
saved 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 introducing compensating
taxation would have only itself to blame.

10. The memorandum argues that profits of a manufacturing 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 is risk. Not all enterprises,
public or private, will be successful. Some will be flops. The debt-financed
flop leaves a debt behind; the eauity-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 a guarantee. 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. Even when there is an absolute guarantee, it is
highly questionable whether failure to make such a transfer could be
regarded as seriously as a debt default.
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JUN 19 Rfolp

INSTITUT NATIONAL DE CREDIT AGRICOLE
RUE JOSEPH 11, 56

BRUXELLES

F. DE NEUTER 3, ne h M .
DIRECTEUR GENNRAL

Dear Sir,

1 i h to acknowledge receipt of your lettr o Ju
whereb yo u ask for nfrmantion but te ntitt tA

de rdit :ricole. dles to s that sh i b ve r
pleased to aid you in tI of your task.

Per same m I -a e u h Sta tu ite of the UIsti-
tut. 4atio n d rdit ricole, our eer Conditions and

the yerly s of th odf our institute since
the end of the war.

to the work" f '!e1 by us, co e r

than t o iv you a copy o my report on the develoet of
the a riulta credit in eLium hich r st lateiy

be for the COre held by the C.I.C.I. (3onfdrtio n
Internatio-naleM du cit ricole) a uich a. I
think it woul b e intersi o cna the enra

becretary of the O....M.F.Aglni, 224, Bethven-
stre An eKrich.

I shal be honouredor tO vc is i Or t or Pr. rena de
ionl< your sr, and to g h a infor-

maIos. o yo bekindncu toinf ormn me in time of
the arrival in Belium of 7r. -rena de Iongh.

Oit thak

Jr. uee , MA ,

President of the Internatlia nk
for Reconstruction and levelopment,

VroK7,ton1l2 5*.
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Mister Black

NATIONA L SOCIETY OF CREDIT
TO INDUSTRY
The President Brussels, 10 June 1950.

Dear Mister President,

I have just received your letter of Yune 5.

Needless im to say that I take pleasure in inforaig, you as

thoroughly; as possible on the subject of the activity of the National,

Society of Credit to Inddstry.

Under separate cover I am sending you a copy of our

regulations and of our last annual balanc'.

You will see that our credits amount, at present, to 7 billion

franczs and that moreover we have opened credits as yet unused up to

neatly 2 billions. Taking into acc'ount the importance of our coantry,

you will understard imnediately all the significane that such a

volume, of long-term credits has for the developimen:;it of industrial

Our advances are generalLy reimbursed in 10 years, somaetimes

in 15 years, with the result thiat the funds which become available

through th ese reimbursement can, each time, be reinve.ste in other

profitable. enterprises.

The grantin,; of long-term credits, however, run into very

real difficulties, for instance as regards guarantees.

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

Mr. de Iongh, of what we are doing, when he calls on me.

The National Socie ty of Credit to Industry has existed for

30 years. It was founded inmediately after the First World oar. I



(2)

believe it was one of the very first instituicas created for

long'-te-rmf' idustrial fnnig

I am, dear 1r. President, very sincerely yours,

R. VANDEPUTTE



SOCIETE NATIONALE DE CREDIT

A L'INDUSTRIE 16, BOULEVARD DE WATERLOO

BRUXELLES

LE PRESIDENT

%y
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obtan inforion daling wim various Lcts o t
do reit roesine. *a1 . 1.u has been ol wi u wit~ >fnterest

v5 . Qf qA j)v- Ln an 0 iJ,=1 op~
the acivities of tpcilie oqogaitinhcwreouddn

"i 1~ OU -0 1rt~n , 1 . I . -

n1be ofM ut to pr on on to di

capi)~t or by her ns. The vf'i l '-A inancif or 4-inAtir tnion

isfenry balr tio tha of th al i tslf whc in any wayulills the sa our ovsvo'n th iten tn lid a tes orgaiza- o

2"Li l i nn uni i .i a .

We, 1e a L 3 ? 3? : l+n i Ia ro i vi. 1 iP 0 i, o

cooperate with th. KnowledgeaAY of 4 thei forIof oraiaton an ooer
sting roc edues' an as provei verasti t we we re cale upon
by othe member contie for advsorvasisacn c onecton with~rri~

.o' Gdr ana da~j3 iongh, $t r anre of te 0fn$ wil be istin some of
V1 lb Lit 4 na wein in Pais inodrtneoepra l

ain ted wit0 tTVir rA ti , I il be rt l r ol

co3aan3ts~ wach you 3ight~ be prore to give a in t is connecti.on,
inelading for views as to hok su?0sM it 1 b n i v countrfr in

(godi Eugene Rlack

I~vf tool,

3n t is r w .>nne

jAC 10 1m A .



ire 5,150

e r r. CC 3I

4 an eri iu , e.t tdo ia .>on - marin i r en or>a a
cQbtain in;or t nn n qn1 n i la Yn Vic i i ts m w !

a' > a co ) 1 . a .. go. e . . . a beer f;7oO
in Ait intr- t tne ativ or n ions ;re o

in •. on , )' tri pr2a ot Q 0 t
tt m o i v, er-iorin, r r wi-lin; rirrnninio e 3s i -

e in 0 e .: > -oeri cv li , )16 1nitst. v h

e ieli uh institutin - tn Va- 3oinr i r t
t -. . . 1 & , m lf.ain in l A r 1 Mi i i. 1 n> lc -7 ->

in the International iel' sthese oraniations fuf.ill it t 1ir
n cuntri

S e ure "nat 09W ,t o! leen rr Oe c e i
ued or' anztin founded by our "1P bers an : ight, in 7ome cs,

us1ul coopera0e t t e- Kno ledge of thei Ar o niatio.
an operating proedutres may also rove vry useu to us hen we are

calduonob or meber countrie for3 ivo-asistanc in 'con
eton with establishing o"r' :ng- the acwtvities of their devel-
ent instit tns

' renr n T--o, Tren irur - e ' n., i be x Ii Y owt

n t ooi eir7i ' 4 ri)., inOr0rV toe -
y. urlo ~ tir > C*~' n t siY' f% eii ~. tt'n

ofie , int, I .l.- . it i rO >

1viit w oil ) ''- 1".' ' f Jn ' i'm f ri n 9 'vO

r noe i.n.' t or& ni v lan- gernent 4n fr tiori. f Ar( r i U-
,ti n ,rkin in I n. m i i NQ on, l b a Me v-r:

- e4 v ;1 rco mi. Ta ia b nredto Riv in
.nla :vnni t > 4 1i, - -K -l7 .> vi mo-9 6Y Tm >z T-'M

titt .' - nye, bo In 1 1 yw, > C '0 QnvL,, j1 Qa 0nsa ,-e n

ith arr tV - m in - k adnjt v ni

7ugene A. la W k

: iisa d as ; el2, overnr

m 1aw e WE Y& V0el"n A ntw

with 7e'i a

Y1Q



I am arit n at t A h U t t-, rie r-re, i or to
obtain info -vttion lalin Mi vrto Geota of tine i3e r e 1
31 P- " n I et ' I , , . . . 'a x ,4 eir 0, :n- L intervnt

te ctivitie of waciani r i ation :ivh ' :n nn ir, P
no lb ir a r mr in O :n -V, . Wv J- Y! . : - - r n y ; - .
vi in, innei a iht m tie forn - w Lor, 1 o -i

-t 1, or by at r n. fl o ouo i Qn :3.1 it t !i r
1: iften v-ry i lar , to o. . . itgi, :Ati in i e nr

fi u lj 3 U ± in in oi in - it" r. itional 11 > i

!lio 7W itt in ,ir w ->uria

Weae ue the U .aD cani lrn:uc fro ethoda use by
organi ztionsA fon byQ oir e bers and iight, in oe se u l
coop tii ne. Koldge of or forI o! M rnis in 0n1 oper-
atin 'rnp e y ia prove ve useful t u when we - lei upon

by other amer countries for adviso assitnce in. Wonne an it
tising o g ing te a ttvitis of teir e velopent! institutions.

Mi ,. Orena die longh, z Treaure rfth fan' willtn be vinr som of
theo Maopo n organizaionI inustion this year ote hi ttlndThnce

at tne Ffth Annul Meeting in Pa ris, in order to bzome personalily

aepaint i heir opraion.i, will be writring Mr rnr vf~ Mr.

Grena d1e Iongv ai exact. arriva daei eliui, but prior to this visi
I appre iate rc eivig an n aat you ay hnve concerning the

organization, ma~naeent, and functiona of the Geisse 'eneral l &'prne

ich yu ight Ue OPreared to gv e in ti connection, inlin Aour
vies s oKbo!3 suCM sL Th os n inf~ yor Cuntry 2r prmti

0)~~~ ~ ~ ,{ A , "i1... nk
r . Ndr n i ncrl yru

1r. ngn i. plak

r , i i a



Thank you very .uc fn or yorletter of May 13, nd the assance
you ad ffer in co'nneoti Ii our study on speciali financial
intituions inEroe

Aasugete in your letterx, I shall be writing' toMsa .V
utte, A D uhtenerei >n aind . i Nete Uor inforatiozn
rol tngto certin instituins in Beliu andi toMr P. Charles for~

sli~lar information aoneering the Beli~an Congo.

tr. (Cr ri ie foi :. er mirr i' Thc ., aiV1 ! e o me.~ inc
ni investigation during and afte3r hisI attendne3 at txe FithAna

~eetn in Paris, and I 4ou1ld like t take the lberty of riing
agin to notf you of h1i exact arriva.l dat~e in BelgiumIa very
raeu for the asistance T aw .a yo and he abv offil will

ieMGrena de longa at thlatii,

(overrne r
.nj 33 tion 3 e 1



Jane 115

Dear Mr. Vad Pte

I a writing ate ia. n o . uri r:yr ori to
obtain inr -Y nn with v rlou : - V. . r1
Is Ormit u ' L t i. *>. r~. en evil >in w vi nt er

. a :i n- ni" - 1. -ti . WO : l -r W,' in 
nau - CoWL-ra .> -nxrcn o e v :o t o t: i :!on M4 vtr0
vi l nn "iron K i forn , n.-ter 7rdEit- x >ity
o d J, or >tnr a , I~ Aieli' finan :1 * :I t .o
i. ft~r vrv: ini r t n a 't I, , ,itsei l' bi - in an 4ay.

K~ii1 ~ A zr 5 1;in 1? Won unV Ilc (
1L 0 li 1 ia t n1.2 us .oieantrL1 ywr

tir : WIr ' ll min own 0a01 trl- o

3o -ni t ' . ' nhic 1 he en i , in o' :: : i, ;:ll y
:a r.> t . 1I a . i no t g G ie r fr- f or-'ni: ..in qY o e-

atin roco ru ay l> v vrA Ae m0 :nn m a Aln J
py hr oth -. e .or mtri e2 er I Dio nrv» ,ar d in xoflncrAofn

41 jI1 3o .I lr)av 3Y" 1 . !A IU JAW p LA Iwo!UW' io A .t n s
',. rn de Cong a, vreasu rer of the Bak, %i t Liiti ok

of cthe ,iropean org'aniation in quion tai year, after his attend-
ane a ift n Me tin in i r to becoe per-
onl aqind wit the i sueration. I wil b riting > rare

tisi vris'it I wiould preiel receiving any inforat1ion you 1n ave non-
,erning the 'c orgai in anaemnt anuci ons o the societ

ationale de Qredit a l'ndustrie, in addition, I would be very)1 pee
to av any eo aenfts wic yo might be prepare tio gie on ason

neation, including your views as~ to howa :acesfu Mi ha ben in your
count1r[ in nru o otingr ivestent and ecnomi e proges

-in : lyiyors,

pind) EUS

Mr.2brad uk
P rsil nt
ociete Naional de t redit ':o n~ utr

16 Bolear de atelo
Brussl , Belif



noio ife~r-alon nlins--i a -rio i.>>n of5: um t maa

£h~~~aiw kr oY :tr

I~~ ~~~1 aL 'n~n t, ~ri> o< r
bti vlI ori I) wwin w thurini )1 wa i>w itn -ifser

or-I r 3. v iK .in bn- .~ ini wn> t ;> r ii

finncii Kitanneo in tio Xo, of lou-- .«u aredii., e £~ e c

vey sidl, to hit o tit . ,. . ~. ise , whien in ~av af yCaui~tila
t: int-nr0tonn t A ' I - ' i 1 i %-

fill in t~A ini n treiI

W e areaura th f A R Aca learn iauch froni the rnT etods used by

a ~rg iations fjonde by~0 our nebers and' ight, in som >caes usfully

coope a it the Knledg of their for¶ of oraiaation and aper-
atinr~i pr cre 0n aloprv very usfu to when w re ealle upon

by ote iember countris for advisoryasacn 1onnetion wnith
Isabiing o~ r 1ing~ a utivti of~ their develoment isittions.

Mr. Gren l ongh, Treasurer of the Bank, will oe via3iting~ ao of

theC Eur'opean organiztions in Iest~ion <is year, afte his attedanc

at the F ifth AnnKual 'Aeeting~ in Paris in o rder to beucome proonally

acqua i with thi~ir opertiona, I wi be writing ur rr of

Mr. Grena de~ rong-h' 2 exact, arrival date in Belg~ium but prio~r to this
visit~ I would appreelo te eevng any- inormation~ yo a have conoern

igthe~ organisai an nagement, andA functions> of mo Institu2 Nat ional

de . Grit arcl, additioni £1:ul be very clasedo h ave any

0cos0nts3 wiLch you might bO poreare ~toiy v in this3 o annection,

incluing yrour view as ~ to>:ow ucsful it us bee inyu countryV in

pr voting inv estment a>nd econo 0i rora

inr yu

(Signed) Eugene R. Slagi

r~

Ser- 1 n:
Inmitui ationn 1e Go -rt or.le

ra T e i



June 5, 1950

Dear r oboold:

Swritinr o i >; y~ V ,uJter, oE -rt1 n
af19, and ta a he ou ant .rl h tir t te ' nw1he>a

Lo r In h . try, r a tri'l uinnc -
>oration. Te info tion wi y h rdrd i< n i
eanoined by our ataff, end l as ar~e it wili bs of oonsi-lersble
value in the: :,a f of 1 Vset 1 >' troap ri ~nni 1i in ,1tto-na
outlined in al Lte- i' ril 5.

. Cren::- 'ie Iongh, Tr as1rar of the -:., will be canducting
itI v i- in in jur I ring r 1 tA i e tw ce
to 'I Pth nnaal. atin ; in. vis a ' ir it e:- aus es1
ill notify ou in a ivan' oa als wa r17 1 r 1 0anlnd,
ich oeul a om in~ bcor. r ey-rt ul 'or th

t in - nid in a

~iaiged) Eugene R. Black

gene~ -i lck

Mrc. G. B. ltl
Governor
Ia >~ i land
~on ion 1n -lnd

~ ~~li >



Jaar Dr. ol trp

"~ P ti~n L0 >h 3 r ' Atxth t~ r e 'o ei ~CIP i Yo.u>r
14:/ i :aa tlj r h x ihni by )tar etff tV - - 1 :u - iLs will

¶ / e/ M-tbla I o 1 iEi Ar tB r :oc il
nacititt n as (n I in # correapor ene oApil :> and nil 6.
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DE NEDERLANDSCHE BANK J.
PRESIDENT AMSTERDAM. May 24, 1950

Mr Eugene R.Black

President

International Bank for Reconstruction and Development

Washington D C

Dear hr Black,

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 N4V4" ("Herstelbank") and the

" Nederlandsche Participatie Maatsciappij".

The " Herstelbank" is a semi government institution

with the purpose of financing log term credits which eannot be
granted by commercial banks.

The authorized capitalwhich 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 preferenge
shares of 3A percent per annum.

The " Herstelbank" works on a strictly cnmmercial 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.



DE NEDERLANDSCHE BANK N.V.
PRESIDENT -2- AMSTERDAM, M''ay 24, 1950

The item " Participation" includes participation

in the " vaatschappij 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-

bank as per 31st December 1949 was Fl. 264,281,000,as against

Fl. 205,753,000, as per 31st December 1948.

These credit contracts were spread over the different

industries in our country as follows:

1949 1948

Earthenware-,glass-,lime-,stone-industries F 7,239,000 F 6,782,000

Printing and other graphical industries " 190,000 " 230,000

Building industry " 6,847,000 7,476,000

Chemical industry it 68,631,000 "64,274,000

Wood-,cork-,straw consuming industries " 1,644,000 i 1,101,000

Clothing-and cleaning-industries " 459,000 " 107,000

Leather-,oil-cloth-and rubber consuming industries" 12,507,000 " 8,262,000

Mining industry " 239,000 " 313,000

Metal industry, inclusive ships,airplane and ? 44,582,000 "41,662,000
car building

Paperindustry i" 9,342,000 i 4,140,000

Textile industry " 10,917,000 "15,088,000

Food processing industries Y 5.144,000 " 5,016,000

Agriculture " 1,208,000 " 395,000

Fishery " 3,044,000 " 4,537,000

Commerce " 26,441,000 "10,795,000

Traffic " 63,820,000 "33,559,000

Others I 2,027,000 " 2,016,000

F. 264,281,000 F.205,753,000

The Managing Board consists of Messrs J.F. Posthuma,

president, H.J.M. Peeperkorn, director-secretary and 1.Sanders.

Main Office: Kneuterdijk 6, The Hague.



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 H.WA. van den Wall Bake. Mr. J.F. Posthuma, president of

the " Herstelbank" is also a director of the " Nederlandschn

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 respects 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

bcen passed regarding the foundation of the " Nederlands- Indo-

nesische-Maatschappij tot Financiering van het Economisch Herstel

van Indonesig,N.V." in May 1949, but the by-laws of this insti-

tution have not yet come into force. After the Round Table

Conference R.I.S.1inister Djoeanda stated to the press that his

Government felt obliged to reconsider its views with respect to



DE NEDERLANDSCHE BANK N.\.
PRESIDENT .4- AMSTERDAM, May 24, 1950

the "t 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-General of

Industrialisation in the Department of Economic Affairs, who are

both members of the Board of Directors of the Herstelbank, and

Mr.H.B.A. van den Wall Bake, managing director Nederlandsche

Handel-Maatschappij NV., 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 playdan important r6le 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.

Yours sincerely,
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19th "ay 1950.

Dea r Mr7resident,

lith reference to the
Governor's letter to y'Tu of 19th Aoril
lsot, with which were enclosed copies
of recent Annual Renorts of the Finance
(Corooration r .1ndstry and the
Tndustrial and Co-mercial Finance
Cororation, TI nom send yonu at the
Governor's request a cony of the
recently issued renort of the Tnduistrial
and Comimerclal Finance Coroor,tion for
the year enled 31st 'arch l950.

Yours sincerely,

Private Secretary
to the Governor.

r.7Eugene R.Black.



7 DRAPERS GARDENS - LONDON - E.C.2



Brussels, !ay 13, I950.

LE GOUVERNEUR

Dear hr. Black,

I duly received your letters of April 5 and 6

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:

- ,r. 'Robert Vande Putte, President of the
Socists Nationale de Crsdit A l'Industrie,
16, boulevard de Waterloo, Brussels;

- hr. Andrs De Guchteneere, General hanager of the
Caisse nr~1e d'Epargne et de hetraite,
48, rue du loss6 aux Loups, Brussels;

- hr. Jacques Basyn, President of the
Caisse Nationale de Crsdit Professionnel,
185, rue Joseph IT, Brussels;

- 1.r. F. D.e Neuter, General hanager of the
Institut National de Crsdit Agricole,
56, rue Joseph IT, Bru sels.

With regard to the Belgian Congo, I think

the best man to see would be:

- hr. Paul Charles, Governor of the
Banaue du Congo Belge,
14, rue h rn sienne, Brussels.

He- could, if needed, bring your people in

touch with other persons.

:ith best personal regards, believe me, dear

1r. Black,

very sincerely yours

-r. Eugene R. BLACK,
President, a f_ _

International BRank for
Reconstruction and Development,

VASHINGTON D. C.
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"ear 'Teer

Te have a lit of. a ume ofsc corporaion out un-
fortunately we do not usally have many eeils. E i
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The~ Bank iot anxi~.ous ior Loo uh ulicity on
the Inaustrial Banik in Tiurke, since it i still in a
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eonomnic jeartme nt
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1) India - Industrial iance Corp., i ov and private capital.

2) Iran - Planning aization, call for mixed Govrment and private
capital, foreign and domestic.

3) Guatemala - Instituto Nalacin de Forento de la Prodccion, cia
overnmentaI but may oprate eterprises or giv fijancial

h) kexico - iNaccioal. Fiaciera, ,iX~od i , pwer te n pi
(do-v s ;A loans.

5) Chle~. - Corporacion de Forento~ de la Produccion, mixedcaptl
30) ter:J1Ynt and privae (do" tic) L Rux id L .K loanS.

8 Idea C;rsia o over iaok (on -lp

Aolo v a 1 volved)

9) Colonies - e ,ltish an rn -o ha I



NORGES BANK
BANQUE DE NORVNGE

O sLO, , - -
TELEGRAFADRESSE: HOVEDBANK

Mr. higo~cF. Bj'ack, Proici,
internatlil-na1 Pank for -Reconi-truc ion an- cw~2ft

Dear Mr. Black,

Referring to my lettr of Apri 24, I '::oul lke to

correct the ifIormatiLon gi.ve on page4 nhe memo ec omp aing

my letter. We stated there >hat t a atal o te DCn

Norske Industribank i Oslo amunc to 20 illon -1oner, and

this corresponds to the tet 02 th rrint o t ae lavsnt you,
and which we received from the T ndustribank. Hoever, by.a
aditionai law of June 17, 1949, Sc0. 2 I t : on the Den

Nors:1ke Industribank has an , rai te Iiare capital

Of thDe bank from the previo. LmounIt of 20 illion to 30 mil lio

kroner. As each share h faic value o 1000 kroner, tereC

are now 30,000 shares, consisti o e , viz. Series

comprising 15,300 shares, 1ndSei. <o:iin 1.200 :hares.

7y ordinary mail I snt you on April 24, a copy of the ltest

report, balanoc sheet and profit o f ls accunt of the Pen

Norske Industribank (Berti og Regnskap 'or 1949), and it

will be seen from page 3 in h that the rise I the

shasre capitail hastke laeo Jul 1, 1949.

Wi 1inc e r 0
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NORGES BANK
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,

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, giving
a short review of organizations providing long-term credits in

./. Norway. In addition to this revie,"which follows as enclosure
to this letter, one copy each of the respective laws or regul-
ations ruliig the activities of these organizations have been
sent you by ordinary mail. As a matter of fact the te;t 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 a3 general remark I would like to add that short-term
credits are supplied by the ordinary banking system, .,nd that
long-term credits in the form of mortgage loans for ellings,
etc. since long have been supplied by state-guaranteed banks,
insurance companies, savings banks, and to some degree also by
commercial banks.



NORGES BANK
BANQUE DE NORVEGE

OSLo, April 24, 1950.
TELEGRAFADRESSE: HOVEDBANK

-2-

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

letter 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 Norwegian conditions in this field in more detail.

With kind regards,

Sincerely yours,

x) sent you by ordinary mail

Enclos.



BANCA D'ITALIA

1.GOVERNATORE Rome, April 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 about 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 question 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 Ricostruzione Industriale, Dott.
Arturo Ferrari.

Sin erely Yours

Mr. E.R. BLACK
President
International Bank for Reconstruction
and Development

WASHINGTON 6, D.C.
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19th April 1950.

Dear Yr.Presilent,

in reply to ynur letter of the th April, 1 enclose
a brief note on the Finance Corprai for Industry and the
Industri al an Commerc al Finan orpration, tog e with cooies
of the Chairmeni's speens and la accounts, int hope that
these docun ots may pvroide a use ful background for "he
conversations which you r o fcias1 wish to have later this yAr
with repregntatives of these two Organisations.

I have not attped. in the n o to mak my own
assesmet of the succne of hese two jororaos because think

it is too soon to pass judgment, Moree, it s 1d i-fi Ilt to say
how much of the business which hey ha one would ha ve remained

undone if the Cornort ha o x However, o wil
notice that the Calrmn their speches, have iven r ather
detailed uccounts of their experice hitherto and these are
probably the best c'mnres that ca a e i obtained for the time

being on

r g R. zla c :. F I ty your ufticials,
wol sugs t I Kh le" su fc.

41 Ih these are -M!~C aa xv~l 'L udi coicin

2K, 1 wi then 1Cv~ or V1 j , Arr c totuav0~
peolie in t!nu tno jor 'U'z 1 a r ni 7 ouac
tin. qrwganoi n~~- zyj tlr ~ 1, ~.r ti Vu~ - bow f Your
intent~ns. I f sr tha "M!Q bei onl too (>00 tl o EWEve

eery facility for O 3Cw 'hch you4 have in

Yr ~ugene a.?iach.
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TELEPHONE: MAYFAIR 749 TELEGRAMS: VELOP, PICCY, LONDO CODE: BENTLEYS SECOND

COLONIAL DEVELOPMENT CORPORATION

33, DOVER STREET
CHAIRMAN'S OFFICE

LONDON, W. 1

Mr Eugene R.Blck
International Panj for Reconstruction and TDev e opmert,
Washingt on 6, D. C.

AI MEAI ) 18th April, 1950.

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 1P39 the
development offhe Colonial Empire was largely
carried out by private enterprise which still plays a
large part through such institutions as Tondon Banks
and Finance Houses, large concerns like the United
Africa Co. and newer Corporations such as the British
Central Africa Co., and innumierable smaller concerns.
Perhaps one of the best examples of Colonial develop-
ment throug private enterprise is Barc lays Bank
(D. Q. 0 C., and its associate Prclays Overseas
"r'evelopme nt corporation Ltd. , of which concern I was
a director until I resigned on undertaking the
Ch-lairn5ship of this Corporation.

Another field of finance is loans raised
by the Colonies themselves on the open market through
the agency of the Crown Agents to the Colonies in
London. Tphese are usually 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. & .*fund voted by Parliamnent.
Tphis fund, which is administered by the Secretary of
State for the Colonies, provides loans or grants to the
Colonies for their 1-year development plans, and the



allocations are more specifically admnistered in the
Co onie s tiemselves by development organisations or
Corporations set up Ior the purpose. The gr.ants are
mainly used for non-profit earning undertaking, such
as roads, schools, hospitals, land settlement, etc.
Principles of application of the C.D. & w. funds can be
found in the Pritish Colonial Office's annual reports
of which you no doubt have copies.

In 1"948; the C.D.C. was set up by Parliament to
cover (mainly but not exclusively) the field of Colonial
development between the non-profit earning schemes of the
C. . & n. fund ,ad those which show the more substantial
and speedier returns demanded by Private Enterprise.
"riun I say Inot exclusively" I mean that the Corporation
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 opportunites
are overlooked by private enterprise, or the judgment of
private enterprise and this Corporation may be to some
extent at variance. Again, private enterprise may prefer
to go in only if it can hold hands with the Corporation or
vice versa an d therefore there is no hard and fast
dividing line between the Corporation and Private ater-
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 profitability sufficient to cover the
interest on their Treasury loans and their other overheads
and expenses over a periQd of years. This Act also
legislates for the .F.C., a separate Corporation set up
to produce food in under-developed areas of the Colonies
or elsewhere. tmhis is to some extent in contrast with
the operations of the C.T.C. The principal distinctions
are:-

1) The C.D.C. operates undertakings only in certain
dependent territories of the U.K. and not in



minions o foreign countries, while the 0.T?.C.
has no such territorial restriction.

2) The C. D.. operates as mIuch for the be-nef it of
the Colony as to improve the world trade pattern,
while the C.F.o. oerations are confined to the
transcendent aim of producing food.

I shall of course be very happy to give you, if
I can, any mlore specific information you desire.
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Mr. Crena le Iongh April 5, J,5

Mr. J. Burke Knapp

Industri il Finance Companies

I am attaching for your po3i:; inte-st a 'asao aniui setting
forth the functions of the two Briti indutil financ r. anie
and a copy of a recent report of the 3elgian 'oi-ete Nti n e d
Credit a 1' Industrie.

3 9as:b



Mr. Crena de ongh 4aroa 31, 1950

Ar. J. Burke Ktnapp

I would suggest that you make reference to he f'ollowing institutions

in your draft letters for Mr. Black' signature to the Governors oC the

Western European central. banks.

Belgiwn

Societe Nationale de Credit e 1e l'Industrie

Czedit Nationat our Faciliter la Reparation -in :oiages Ga e ar

la Guerre
Fonl3 i'Inve s t.133erents Pour le Deveoppement Econoaique et Social

(F .L . J)* . s.)

Italyr

Istituto Mobiliare Itallano
.tituto per 1 -. conatrazione inlastriale

N etherlands

Maatschappij tot Pn-noierin- van het Nationaal Herstel N.V.
Parcticipatie- Thtac'amoi 4

Den Norake Tni u.trisa -nk
Den Norske ''i skar Bank

Finance Corporation for Industry
Industrial and Comaercial inance Corporation

We are assembling additional information concerning these and similar

institutions in the Western European countries.

T have not included Denmark in the above list since there seems to be
no comparable kini of institution there.



r.J. Burke Knan, As.Drector, 2no ie Mac 22, 1950
P at.

D. Crena de Tongh, Treasurer

I am sending you herewith a reliminary draft - 1altter

Vr. Flack could write or the uject f develoment enar.

As I will. yon onda Tued I o areciat t f

I could have your comments assoon a and if we could

discuss the matter or th end of te wk tat I could

ed the draft tc r k th e

Ithink It fci :c et thattePeietsclrt

his ltto the fevernore of the , who i e ca re

the Governor C.f Lte 'entral Banke ri r. other cases the Ninisters

I informe tht wer hasn't a dvopment corportion

and Tbeleve tht Swtzrlnd has nne h For that reson

I think th k should ot t e r le of its own

members.

Attmchment

DCrenadelongh/mct
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he .B.R.D. ha ben following wit interst the

activities of organizations whib hav been founded in a

number of countries to wromote the develcmnt of' their

economy by orovidnog lorg-terw creirts, equity caitaI or

by other meant.

The field of suon develooment organizt'i's is often

very siMilar to that of the I. .D itself, Idch in many

ways fulfills the sae ouroes in the international field

as these organizations fulfMil in their wn countries, Tt

is for thie reason that the K. D is making a atudy of

such organizations, e realze that owing to te different

circum~stances orevailing in the various countries, the

character and backgroud of each orgenization il : i r-

ent. The reaons for the founding o thne various organizat ion

may have been quite dflferent, an in some cases, also, the

organisations which were born as children of a crisis or in

consequence of a war have since c. n ir baracter ar

are filling useful needs under hanged circujmstancee.

In some casea i ficiency of lca l v rkets, in

other cases lack of adequate cavital famation and s:cretim~es

lamck of interest on the part of the 'usual private sources of

financing in cer'tain tyoes of new enter'ris'es may have' cronrpted

the founding of development organizations, Rhile somre countries

have tried to solve such diff'icultie.s by foundilng institutions

handling a great variety of cases, other countries have founded

highily srxecialized organizations handling suecial tyoss ad"

ac.tivities.



e -re sure that the 1.1. .D. can learn u from the

methods used by organizations founded by our mbers arW in

ot er countr a nd m ght, in aore cases, usefully nooer ate

with them.

I would be very N-leer tc ; -av your ;ner or rt7

on the above r I w3ul also v gratefu If you Yould

give me your views the unep nofn of suc inst tuions

in your own country.

it would alO iterest me to learn the comoiton of

their management t ther relation to yu Govern t.

it it furte rore our rntention to have e or more

ofi cial f the -k viit o of t uroMe ogan iatins

in question t yr to t urthe i d bypoal

cntact W!t ir operatio or nt reason woul thank

you if u ou give m, w eyi, the nms of the

institutions that woul .e of tire t to us and of the men

our officials should see in yor cuntry on this subject.



March 20, 1950

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, 9nd I enclose
two copies.

With kind regards,

/A 3
Enclosures: 2

Sir Henry Wilson Smith, K.C.B., K.B.L.
H.M. Treasury
Great George Street
London, S.W. 1
ENGLAND

WABliff:dh
3/20/50



Bank Financing Through Development Corporations

Re Item I A of the agenda,
the member governments,

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 established development corporation. It has

been suggested that consideration be given to the question whether as a matter of

policy the Bank should in appropriate cases 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 oroject. 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 created corporations includes businessmen having long

experience in financial, commercial and industrial fields in the country concerned,

The Bank has a gigantic world-wide task to 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 is not intended to be a comprehensive argument on this subject but



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 their methods

of operation differ too, it 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 the

development corporations.

I attach a list of some of the companies in question. There are, of course,

many more.

D. Orena de Iongh

Attachment

January 4, 1950
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Argentina; Banco de credito Industrial

Belgium: Societe Nationale de Credit a l'Industrie

Canada: Industrial Development Bank

Chile: Corporacion de Fomento de la Produccion

Colombia: Caja de Credito Agrario, Industrial y Minero
Institute de Fomento Industrial
Caja Colombiano de Ahorros

France: Credit National pour Faciliter la Reparation des Dommages causes
par la Guerre

Germany: Kreditanstalt fur Wiederaufbau

Mexico: Nacional Financiera, S.A.

Netherlands: Laatschappij tot Financiering van het Nationaal Herstel N.V.
Maatschappij voor Industrie-financiering (now incorporated in the

first-mentioned)
Participatie-Maatschappij (for equity financing)

Peru: Corporaciones Peruana del Santa, del Amazonas de Aeropuertos y
Aviacion Comerical, de Abasteciemientos, and de Turismo

Union of South
Africa: Industrial Development Corporation of South Africa, Ltd.

Fisheries Development Corporation of South Africa, Ltd..

United
Kingdom: Finance Corporation for Industry

Industrial and Commercial Finance Corporation
Colcnial Development Corporation
Overseas Food Corporation

Venezuela: Corporacion Venezolona de Fomento



bhr. Walter Hill 13 April, 1948

G.L. Sandelin

Mr. Schmidt wuggesited that you might be
interested in the accomparing memorandum which
contains such info rmation as I have been able to
uncover rearding S.E.R.I.A.C.

GLS/eme



Mr. O.A. Schaidt 12th April 1948

GL. Sandelin~

re: S.E.R.I.A ..

The Sooilt4 d'Itudes et de Realisations Industrielles

Agrisoles et Cowerciales is a limited corporation founded June 17,
1946. Its charter expires June 17, 2045. The company's activities
include industrial, agricultural, commercial and financial
operations in the countries of the Middle East and neighbouring
areas. Its operations can be extended to other countries, but only

if justified by its activities in the Middle East.

The company is eapitalised at 44 million francs represented

by 44,000 shares of stook having a nminal value of 1000 franc each.

The head office of S.E.R.I.A.C. is in Paris. Agencies are

located in Beyrouth, Istanbul, Le Caire and T'hlran. M. Pierre Denis

is president.

It appears that S.E.R.I.A.C. is a government-sponsored

company. No definite information to this effect is available, but

the government is directly represented in the company's mnagement

and many of the directors are associated with nationalized enterprises.

GLS/emo


