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N eed For Aid Seen Free-World Problem

co-operation of all the prosperpus
thcago Dally News Service nations of the free world.

These spokesmen are rejoicing
o o g i‘°"€ ke B g g e
new ispensing ign | just receiv m a
ald 4 Sir Oliver Franks.

SIr Oliver is now chairman of
. He used to be Brit-

8y WILLIAM MCGAFFIN
: WASHINGTON — The coming

In recent months, U. 8. spokes-

hen on various levels have been|Lloyds

gbout the need for an ex-|ish Ambassador to Washington. He
panded program. They see it as a|played an important postwar role
co-operative effort, enlisting thelin helping implement the Marshal

Plan in Europe, Now, he is con-
cerned with the need fot the in-
ve’’ nations to help the
“have not” to their feet.

In a recent speech deliver to the
commitiee on economic develop-
ment in New York, he summed up
the problem in such a fresh and
stiecinet

Washington is still a
Sir O er ls ex-

1

stressed the
the U. S. to join with other indus-
trialized nations of “‘the North” fo
meet the develobment problems of

British Prime

the lmdardevelored nations of “the

The free world's problem, said

Oliver, is “North-South’ rather
‘"East-West."

This echoed, in perhaps a niore

ing manner, the observation

President Eisenhower made dur.

ing his television appearance with

Macmillan g few months ago. The
president said at that time that
even greater than the problem of

Commun!mnmthepm em of the

underdeveloped nation
Sir Oliver observed that the un-

derdeveloped nations would pull

memselves up, either with ontsida

aid of by tyranny and hardships
‘mposed on their peopies.

He painted the challenge to the
[ree nations in these vivid terms:
“The world balance will shift de-
clsively against us if we fail.”
Growth with stability, he added.

The problem, he noted, is that
foreign aid has not yet been or-
ganized as it has to be if it is to
cope with the burden it faces. He

ndustrialized nations in an inter-

national effort.

to those Americans who have re-|t
cently been urging our allies, now
prosperous again, to take over
their share of the aid burden.

to;’gamliaﬂon needs to be :iet up to
“is a necessity for the survival thermu o s o
Id |and success of the Western world."” contributing nations, He indicated
that what he had in mind was
something like the organization for

uropean
only expanded to cope with world
Fmposed that the U. 8. join other|problems
This echoes somewhat the pro-
posals made here last month at a

Thisi:weleomensws.indead

Sir Oliver also suggested that an

appropriate contributions for

economic cooperation,

meeﬁng of the NATO p}thn.mem

Javits(R,N Y) a le mem-
ber of this group, is w ac-
tively to implement these b
als. He has also spurred the

state department to a study ofﬂae

possibilities of an international

partnership on aid.,
New Loan Procedure

A couple of months before this,
the world bank held a meeting and
set in motion & new subsidiary, the
international development associa-

don, whose function will be to
eveloped

make soft loans to underd

countries.
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PNetes O Wb s L—
Not A Visionary,

\But A Needed
Man Of Vision

HE NEW YORK TIMES reports that
France's JEAN MoNNET was proposed for
.- membership on the YWorld Bank commis-
sion to study the economic s of India
and Pakistan. It further indicates that he was
vetoed by U, S. Sceretary of the Treasury
’Roam-r B. Anpemson. His reported rewsoms
“loo visionary.”
We have no quarrel with the final make-
up of the commission—Sir Oriver Franks of
. Great Britain, Dr, HermaAN Abs of Germany,
' and Josepu M. Dooce of the United States. |
. All are bankers of strong reputation. FRANKS

\‘“ bd&-.a-aj "
Jeau Monnet

especially seems an ideal chairman for a-f
group with such a mission.

Two things appear worth noting, however,
about the elimination of Mr. MonNNET. One is
the power wielded by Sccretary ANDERSON in
matters bearing on American foreign policy,
which is oslensibly outside his field. The other
is the odd nature of the complaint against the |
French economist.

Mr. Mon~NET was born 71 years ago in the
town of Cognac, and inherited a family brandy
business which he greatly expanded, He was
a financial boy-wonder at the age of 27, when
he organized the Franco-British Allied Execu- |
tive Council for World War I purchasing, La- }
ter he performed financial services for the |
League of Nations, and made a success in in- §
ternational banking. It was his Mox~ET Plan |
after World War 1l for re-equipping and mod- |
ernizing French industry which became the*
blueprint for the recovery program in France |
under the MamrsuaLL Plan,

More recently, MoNNET sparked the forma-

T

nity, the European Atomic Energy Commu-
nity, and the European Common Market, In
all these enterprises he was [ightifg The dead
weight of ancient hatreds and national rival.
ries, but all are now safely off the ground. It
has been his special genius to get old enemies |
to work together in a spirit of new under.
standing, with the present close harmony be- |
tween France and Germany as a shining ex- |
ample. He would have seemed to have some-
thing unique to offer to the task of reducing
{riction between India and Pakistan,

JEAN Monnrr has been called with sound
reason “the first citizen of Europe.” If he is
a visionary, our groping modera world needs

more such men of visiop, —

_—
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HELPENGANDI&sqmos . /
— bl odw seofs o1 lisa egnibioss lssizer

é g1z 8 288 M9
Theee: Wise Bankers
qo‘_:l 2l evreaw 10H rlagaly oo

HE'World Bank has arranigédsfér-three
- i Visit India m&!y or

Mar€] ake a prelimind#§¥study of
Indif$"¢hird five year plan, WMS@.L‘ in

the ig of 1961. They are Mr Joseph
Do hairman of the Detréit Bank'and
Trugf'eompany and President Bisenhower’s
first tor of the budget bureau; Sir

{ '?}'_l.u KS, chairmaﬂ d Lla?a.s B:mk;
“DrHermann Abs, chairman of the
ScHE Bank who has been the leading
gure in testoring Germany’s international
finan el contacts. Plainly this is not a team
of bankers in the ordinary sense: each
membef“has a wide international experi-
ence afid each is closeé to the centres of
decision in his owf country.” THIS® is
important, for while the team will 88 #pbrt-

The mission’s main task will probably be
to introduce a sense of practical reality into
India’s calculations of its uncovered external
deficit for the period of the plan—a figure
of $1 billion a year has been loosely men-
tioned from the Indian side. If India
can frame its m&qiremmts in practical
magnitudes that the West can consider,
it would certainly earn some advance assur-
ance in principle that the West will do its

utmost to { oney.  After the ground
bt bl Ao Rt et
Asia, the Wor . may send out a full

mission, to examine particular pro-
jects as well as the wider problem of India’s
total financial needs. >
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he Swastikas?

CORRESPONDENT 4
them, For the majority of teachers and parents it is still af embar-
rassing predicament. Most of the twenty- year-olds whom your

ndent has asked about their instruction in géntemporary

ve replied that they have been told littlj at home but

will come of it. Th are always tHose—and Dr Adenauer is
one of them—who ar that the kihd of mpmltent Nazi who
still exercises a more or 1@33 covert/influence in the schools, law-
courts, and civil services,s small fry, can do little harm in the
time left for him to do it, and iy best ignored.

There are some who supposg/that the louts who do the daubmg
—the kind of pugnacious that look for mischief in every

city in the world—are incitgd dixgctly or indirectly by the “ neo-
Nazis.” This is probablg. It i

possible to compile a horrid
catalogue of crudely natiofialist right-wing groups that have popped
up in the German Fedgral Republic Sjnce 1949. All still in the
category of the weird/ rather than dangerous, they are the
muddled spiritual hgmes of a small mingrity of surviving petty
Nazis who will not/admit error, and of yaung persons, many of
them students, who find the undiluted waters of the old German
nationalist spring/ more exhilarating than the igternationalist mix-
tures of Paris, ussels, Strasbourg, and Luxqubm-g A few of
rcvcrsnons seem to be congcmtﬂ,ly anti-semitic,

It can be onﬁdently said that none of the.se unsavol groups or
iofts, not even the sizeable German Reich P , counts
present-day Germany Important political mgvements
can alwgys be felt in a country’s air. Aggressive nationaliswm, neo-
nazisny and anti-semitism are not features determining the climate
of thy West German state. It is always possible that in adverse
circymstances the old ghosts might occupy a dangerous number
of ving bodies, The rash that started at Cologne will have served

a zooy purpose if it has reminded the community of such a possi-
bilig# and of its duty to keep a watch on the political incorrigibles.

//W/ise Men for Trade and Az’d ~

FROM OUR SPECIAL CORRESPONDENT
Paris, Thursday.

HEN nations disagree on great issues like the European trading
W problem, one diplomatic means of keeping the peace is to
talk about procedure. The western powers at their summit meet-
ing last month could hardly be expected to reach agreement on their
economic differences ; instead they called the thirteen-nation
Atlantic conference which met on Tuesday and Wednesday. That
meeting has in its turn talked, not about. the issues, but about how
and when and if the issues should be studied later on.
The differences underlying this esoteric diplomatic game hardly
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But the importance of the success should not be 0ver-esumated

212 THE WORLD OVERSEAS

need emphasis. When Mr Dillon, the American under-secretary
of state, toured Europe last month it became pretty plain that there
were two camps, each with separate objectives and views on how
to approach the trade problem. Since the talks on a free trade
area in the Organisation for European Economic Co-operation broke
down, the European Commission has been pushing the view that
the issue between the Six and Seven could only be solved in a
world-wide or Atlantic context. ‘That view has been given an im-
portance far beyond the expectations of its first exponents by
America’s balance of payments difficulties. The United States,
once sponsor of the common market and an acquiescent spectator
of the talks on a European free trade area, is now far more interested
in the relations of the European groups with itself than with each
other. And in the conference this week there has been not merely
a close identity of views but a working partnership between the
United States and the commission of the Six.

By contrast, the Swiss, Swedes and British have made it abun-
dantly clear that they regard the world-wide or Atlantic approach
as an evasion of the central problem of European trade. Europe,
the Swedish delegate told the meeting, would hardly be able to find
money to aid the underdeveloped world if it was waging a trade war
within itself. The conference turned into a struggle between the
‘ European * approach of the Seven and the “ world-wide ” philo-
sophy of the United States and the Six. .

The initiative lay inevitably with the Americans ; they after all,
had inspired the meeting. The Six were happy to let Mr Dillon
put their case. In his opening speech, he went out of his way
to soothe the worried Seven by talking of the dangers of the split
in Burope, but his practical proposals remained more congenial
to the Six. He suggested, first, that the main western creditor
nations should form a group to co-ordinate their aid efforts ; second,
that m group of three independent experts be formed to make
suggestions on the future of an altered OEEC with the United States
and Canada included ; and, third, that there should be another
meeting of the thutecn-nauon Adlantic group to discuss world trade -
problems. The terms of reference of such a meeting would cover
the problem of the Six and Seven in only the loosest way. The
Seven were particulirly alarmed by Mr Dillon’s phrase, “a
successor to OEEC,” apparently implying the death of that body.

R DILLON’S position was not to go unchallenged. Indeed the
remainder of the conferenice was largely concerned with an
attempt by the Seven to get the European problem back into
the centre of the stage, with the Swiss and Swedish terriers yapping
loudly at the heels of the United States. It is a tribute to the
tenacity of the Seven and to American patience and magnanimity
that the Seven had a large measure of tactical syccess, t
centred on two issues: first, the nature of the body that would
discuss trade problems and its terms of reference ; second, the.
mandate of the body to discuss the future of OEEC.

Only the United States proposal on aid aroused little controversy.
In the discussion on the trade group the British succeeded, rather
to their own surprise, in getting rid of the conference of thirteen
and restoring responsibility to the twenty governments (eighteen
European plus the United States and Canada) that are members
or associates of OEEC ; responsibility, however, was not formally
given to OEEC as an organisation. In the trade discussions relations
between the Six and Seven were to be “examined  with a high
priority. The resolution on OEEC was adorned with tributes o
that organisation. The experts (four, not three) who were to make
suggestions on its future were not to be independent “ wise men ”
who might produce dangerous new ideas, but safe officials who
would report to the same twenty governments. What looked at
first [ike a rearguard action by the Seven over the dying body of
OEEC and the corpse of the free trade area was turned into an
unexpected tactical success.

a mulﬁlntcral asso::latmm ora M M area in ﬁé resolunons of

omthw examine problems is not a
will continue to depend on
the attitude of the United States, whose massive presence has

dwarfedyghe European combatants. And the Americans, though
made more aware of the existence of the Seven by 'this week’s
meeting, gempin at heart on the side of the community.

Big results, cannot in any event be expected i _&hﬁ,n@ag future.
The Amegicans themselves explain that the current talks can be
no more %pmparauon for a decision that will haye to be

own presidential election. The ugation
of the Seqfu to grind their European axe has qlcan'% 190, any
posmbdmu there were of a new attempt to grapple with ( gprob-
lems on aAtlantic or world-wide basis have been p
backgro & :

| | Wl 10§ _'I.UZ ¥ i.
L 1087 /
s i . Jlr B 2f W

Cypms and the (%m vas. Question

Todl hé('l

FROM oun ATEENS ¢oRRE5p0NDEmmU 28 finli

<ilB19019g £ivs

How mb@h hmterla.n,d. is requn-q;d to render 1 - aselof British
basqneas and installations in Cyprus as ° $RGIFNG 0-33 the
Lgndona i E ish !:_.'~1| ent
inidally ck jon of
16,000, bug whittle : miles, which
would include ot yJahout 1,108 Cgpnots At pr ol fhe; Cypriots

are willing to susfender to British sovereignty ogly g2 mginbal
square miles. The,Greek military experts,.congultedpyahe. Grrek
government, were, ijclined, with, réservations, ;mgﬂmﬁmmh
vigw as reasonablg)\on a purely] military T Gengral
Grivas, the formerEala leader, whose opi Mﬂ@mt‘q
beligves that-the-Bsidsh- demands-are ik
requirements propgre i
or the other. qemoani | /
The five-party sipafierence on Cypruy whmh i§

this weekend. is/i¢xpected to settle (hese differs
Cypras to.be progldimed independshtton Febryg
cantly; the-Britishiambassadon to Greecey $ir
panied the invitasien to-Mr Aw

with a warning tH8r the Briti ’T

sizg of 'the twh dntomnents w
a rathier detachied e effectivenass and Qmw
ness of"mﬁshi.hmcs s 1us§ as mu&l‘to e adwva
Greece.at ofzByitain, T ree v

regalcitrancelsprings from - -' ; chvsasy
be«—aboul g1per wept of the area-of Cyprus—ta parg of thesdbladd

wmﬂsbbarhlir@ a,mlﬁi‘ypthm'

réign minister’s c!forts in Lbnd i erefore,
tend to placate the Greek Cypriots by giving them full support
in their attempt to obtain a-satisfactery-legal-gtatusfor the area
of the bases. / This might eventuglly involve British undertakings
not to establish a civil authority in the enclaves and to allow
Greek-Cypriot inhabitants there to take Cypriot nationality. Mr
Averoff ig going to London “with the determinakion to respect
and fulfil our engagements,” including, presumably, those assumed
when the foreign ministers of Gréece and Turkey met, Mr Sclwyn
Lloyd just after the conclusion of the Zurich agreements,

Jnto the

/6,/76¢
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OF MRy N DODGE,,

- Mir. > lamswml has acceptedm R.
Black’s siggéstic that he go to nd
Pakistan, in.. pl f Mr. J. Mg odse
who -isilljsas a ulcmber of a group of
bankers visiting thosé countries next month.
Mr. Sproul is a former president of the
Federal, Bﬁsenre B@mk of New. York..

"As. announced on December 19;the other
members of - the o%i which" 18 visjting

IR Wg@a‘imaﬁlﬂﬁ

Lloyds Bank of London and Dr. Hermann
Abs. chairman of the Deutsche Bank of J
Frankfurt. The three members are to meet”]
in Kar Febraaryt 13 andwfll spend
five or fixaweeks invindia cand Pakistan
smdyangmm ¢ conditions and acquaint-
ing themselves with the current and pros-
pective  development  plans ~of the two
countncs




THE NEW YORK TIMES

THE KEW YORK HERALD TRIBUNE

THE WALL STREET JOURNAL

THE NEW YORK JOURNAL OF COMMERCE

i —y s =

THE WASHINGTON POST
THE WASHINGTON STAR
THE TIMES HERALD

THE WASHINGTON NEWS

THE TIMES (LONDON)
THE FINANCIAL TIMES

Fet 25,7960



THE NEW YORK TIMES THE WASHINGTON POST THE TIMES (LONDON)
THE NEW YORK HERALD TRIBUNE THE WASHINGTON STAR  THE FINANCIAL TIMES
THE WALL STREET JOURNAL THE TIMES HERALD

THE NEW YORK JOURNAL OF COMMERCE THE WASHINGTON NEWS FEB 29 1980




THE NEW YORK TIMES

THE NEW YORK HERALD TRIBUNE

THE WALL STREET JOURNAL

THE NEW YORK JOURNAL OF COMMERCE

" Role of =

(o) The %
Wise Men

Special teams of “Wise Men"—
named to work out specific but

thorny international problems—
have played an important role at
several points in the evolution of
Atlantic cooperation since the end
of World War II.

Proponents of the Wise Men
device say it has two principal
advantages over traditional inter-
national negotiations.

The first point derives from the
fact that while the Wise Men are
respected nationals of the prin-
cipal negotiating countries, they
do not represent governments in
their Wise Men capacities; and
therefore are not restricted by of-
ficial government positions and do
not have to defer to the formal
machinery of governments om
each point of agreement or dis-
agreement.

The second asset claimed for
the Wise Men technique is that
| members of the small teams are
' technically qualified to deal with
|the broad subject at hand but
are not required to cope with the

fine points that tend to obstruct

agreement in normal negotiations
between experts of several na-
tions.

The main idea is that the Wise
Men — thus unencumbered—can
consult government leaders and
technical specialists but use inde-
wt judgment in putting their

itige behind an agreement on
sral principles.
0o teams of Wise Men cur-
y are at work. The first—

NATO; Sir Paul Gore-Booth, per-

THE WASHINGTON POST
THE WASHINGTON STAR
THE TIMES HERALD

THE WASHINGTON NEWS

lretabemdztotmmldses--
gion of the special economic con-
ference scheduled to meet in,
April.

ECONOMIC WORLD - February 1960

THE TIMES (LONDON)
THE FINANCIAL TIMES

The other team of Wise Men—
appointed by the World Bank—
leaves this month for several

gtudy the possibility of an interna-
tional approach to India’s need for
foreign exchange to finance
needed imports during the third
Five-Year Plan now in the final
process of formulation, and to
help launch Pakistan on the road
to rapid economic growth. Mem—|
bers are Allen Sproule, former
President of the New York Fed-
eral Reserve Bank; Sir Oliver
Franks, Chairman of Lloyd's
Bank of London; and Herman
Abs, head of the Deutsche Bank.
nique was to study the energy re-
sources and needs of the Euro-
pean Community and recom-
mend a program of atomic energy

development for EURATOM. :-'-

weeks in India and Pakistan to
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'PAKISTAN NEEDS
19b DOLLARS
FOR SECOND PLAN

| Bankers Mission
submits report

30 p.c.
FOREIGN AID

The three-man Bankers Mission, sponsored by the
World Bank, which visited Pakistan and India recently,
has stated in its report that Pakistan would need a total
of about 1.9 billion dollars over the next five years to
meet her development requirements,
| The mission estimated the Pakistan’s need in the
following order: development imports 1.4 billion ﬂollats,
balance of payment support 0.3 billion dollars, aid in food
{supply 0.2 billion dollars,

migsion’s assegament of In-
| dla’s need under the corresponding
categories was four billion dollar
15 billion dollars and 11 billlon
dollars respectively,

The rt's estimates lmgf
30 per-ceént jump Iin the exslngr
scale of forelgn assistance to Pak-
istan and 45 per cent. boost In
lom;c. ants and surplus food ald
to

The report, also signed by Dr
Herman of Germany and Mr Alan
Sproul of the United States, was
submitted to Mr Eugene Black, Pre-
sident of the World Bank, at whose
suggestion the Bankers Misslon
underwokntripwmdlamm-
istan.

The Mission suggested that “if
aid is provided on a considerable
soale, & substantial portion of this
ald would have to take the form of
Government to Government assist-
'ance of one kind or another on
| iberal terms."
| Visusllsing that =& naumber of
Governments would join in to give
assistance to Pakistan and India,
the report stressed the importance
of ensuring that the policy of the
donor countries should be ade-
quately coordinated in respect of
the scale, form and terms of assist-
ance,

Also stressed was the nepd for
economic cooperation between FPak-
istan and India in the realm of fos-
tering complimentary trade, B0 as
to avold the danger of economic
separation,

SECOND PLAN

The report, made the following
observations on Pakistan's Second
Five-Year Plan: 5

“The rates of increase ‘n out-

put and per caplta. Ineonw en-
fMandlasiad - am el -

F 4
-

INCREASE IN

‘X‘Banken repure

(Continued from page 1)
visaged by the Plan are modest.
Strenuous efforts will be need-
ed to mobilige internal resour-
ces for reaching the Plan tar-

ta.

‘“We would llke to endorse
the priority which the Plan
gives to increasing s.grlcuttural
output.

“The emphasis on Industries
which save Imports or Increase
exports, and are based on
loeal skills and resources, seems
to be dictated by the reaiitieg
of Pakistan’s economie circup-
stances.

“Under the new administra-
tive procedures adopted by the
Government of Pakistan, deve-
lopment expenditure will be re-
viewed annually. This kind of
year to year review {8 essential.
The Plan must be so phased
that it can be kept flexible
The report stated that aid giving

countries must recognise the na-
tional sovereignty of the countries
they are heiping. Countrieg receiv-
ing help must recognise that the
donors must satisfy thelr own
Congress and Parllaments that
such ald was "realistic” and was
being spent for the purpose In-
ltended

It pointed out that assurances
could not bhe given of appropria-
tlons for more than one year ahead
because of constitutional reasons.
It also stressed that private In-
vestment must not be forgotten or
under-estimated. As the two eco-

nomies improved, it should be pos-|!

gible to substitute the flow of
| private Investment for extraordi-
nary forms of aid from other Goy-
ernments.

The report sald that the baslc
economic problem confronting Pak-
istan and India was the shortage of
capital resources In relation to the
needs of development. In both
countries there was the famiuar
viclous circle of low income, low
savings and continulng low income
which could not be broken effec-
tively without an Inflow of capital
funds from abroad. Both countries
were suffering from a serious short-
age of forelgn exchange and had
been forced to Impose strict import
licensing.

Again, both Pakistan and Indla
faced a shortage of managerial
talent and were confronted ‘by po-
pulation increases. Both Govern-
ments would have to provide for
extra food and other necessities
required by 18 to 20 per cent. in-
crease in population over the next

10 years.—AFP,
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g Increase In Foreign Aid

Vital For Implementation

By Our Staff Correspondent

The Bankers’ Mission, which recently visited Paklsta.n
in its report released to the Press yesterday, expressed
agreement with the under-lying philosophy of our Second
Five-Year Development Plan.

the

HE “Three Wise men from the West”, while discussing

genera)l economic condition of Pakistan and the capa-
city of industrialised countries to assist the less developed
countries endorsed in general the emphasis placed sector-
wise in the programme by the planners of the country.

i

They, however, advised both
{ Pakistan and India to allow
“flexibility” in certain sectors as
rigidity may not be possible dur-
ing the execution period of the
plan because of both internal
and external economic situations,
The Bankers’ Mission came
out to India and Pakistan at
the request of the World Bank
President, Mr. Eugene Black, to
study the economic condition Inl
both countries and to acquaint|
themselves with their develop-|
ment plans. Their report was
leased yesterday to the Press
ultaneously in Karachi, New
Delhi and  Washington and
Europe,
The report contains two chap-

| ters one on Pakistan and the

other on India.

The bankers felt that keeping
.in view the rates of increase in
output and per capita income
‘envisaged, Takistan's Becond
‘Five-Year Plan targets ~ were
“modest".

But if they were to be achiey-

'] ed, they said, “the problem of
mobilislng the necessary re

"svurces will require strenuous' éf-
forts by the Governmernt and
continuing austerity for the peo.
‘ple of ;'ak‘t;t&m ) oy s
Endors prior! ty
which the plan gives to im. |

they sald, “our on uncer-
tdainty is ‘whether the organi. |
sational problem—of arranging
adequate and thmely supplies
of fertiliser, seed and credit |
together with improved ma.r-|
keting arrangements—will
take lnnger than the plan en-f

sages.” |
NEED FOR FLEXIBILITY |

lxpressing full agreement
with the provision in the FPlan
that progress would be review-
eu yeariy, tne bankera observed: |
"We teel that we must stress
the need 1or the pian to be so
pnased that it can be flexible”.

The bankers expressed the
hope that with the will and de-
werigination of the present re-
gime, which has already halted
the economic rot, they would ba
aple to execute the Second Five-
Year Plan with success.

In maxing these observations
the bankers said they had npot
waken into account the impact
ot the Indus Waters Scheme on
ihe economy of Pakistan.

They however, felt that after
the scheme was implemented it
would “have a signiticant im-
pace on the economy” of  the
country.

BIG FOREIGN AID NEEDE]J:

- L'he development programmes
of India and Pakistan, they saiq,
could be made etfective only
“if a very substantial increasa|
in foreigh assistance above the |
amounts provided during tha
period of the two countries’ plan
was forthcoming,

India, they pointed out, would
be requiring 4.1 billion dollars
for development importa alone,
Nearly 1.5 billion dollars would
be needed for balance of y-
ment support; 1.1 hillion dollars
for food aid during the Five-
Year Plan period.

Pakistan would reguire 14
blllion dollars for development
imports while another 0.3 bil-
tion dollars would be needed for
balance of payment support. Her
need for aid in food supply
would be of the order of 0.2 bil-
lion dollars.

The position being so the ——

work mther m chambers

ereasing agricultural output”, '
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{Continued from yage 1)
blem of glvin
countries could not be tackled on
the concept of Marshall Ald fix
ing aid assistance to reach more
or less visible targets of econo-
mic recnwﬁ

NOT LOANS, BUT GRANTS

| quired by both India
K- Pakistan made availabla
__entirely in the form of long or
" short s on normal and
i commercial terms, the result-

Ing debt service liabilities

would almost certainly impose

an intolerable strain om

‘balance of payments,

This would mean, they said,
thet a substantial proportion of
any aid provided would have to
be make the form of grants or
loans not made on strictly com-
mercial terms. It would ulti-
mately take the form of assist-
ance from Government to Gov-
ernment basis on liberal terms,
they said.

For this, they thought bilate-
rai agreements may have to be
signed between the aid-giving
and the ald-receiving countries,
They, however, felt that multi-
lateral aystem of aid-giving
would be the best way of get-
ting the greatest benefit from
a given volume of aid. :
. The bankers felt that as suf-
ficlent progress had already
been made towards achileving
international equilibrium, fhe
industrialised countries may be
in a better position to provide
gsfist.ance to developing coun-

ries.

In the report, the bankers em-
phasised the need for providing
conditions for foreign invest-
ment in these two countries. “Lt
should be possible to substitute
the ordinary flow of private in-
vestment for the more excep-
tional forms of aid”, they added.

The bankers emphasised the
need for economic co-operation
between the countries of the re-
gion. "It is obvious", they gsald,
“that such economic co-operation

between India and Pakistan is
not only to the advantage of
both countries but also to the

capital-supplying nations of the
Atlantic community.”
BANK'S STATEMENT

The International Bank  for
Reconstruction and  Develop-
ment
ing statement to the Press si.
multaneously in Karachi, New
Delhi, Washington and. BEurape:

In response to a suggestion by
Eugene R. Black, President of
the World Bank, three  wells
known bankers visited Pakistan
and Indla for six weeks in Feb-
ruary and March of this year to
study economic conditions there
and acquaint themselves with
the current and planned deve-

lopment programmes in the two
countries. ;
©  The bank were Mr. Her-

mahn Abs Chairman of the
Deutsche Bank of Frankfurt;
Sir Oliver Franks, Chairman of
Lloyds Bank Ltd, London, angd
Mr. Allan Sproul, formerly aof,

New York  Federal Reserve
Banlk. )

In making his suggestions,
which wae prompted by the

terms of & resolution introduc
into ‘the Unitell States Sén
by Senators John F. Kennedy
and John Sherman Cooper and
- =t | 1elnil nY ¥

aid to these two |

has released the follow-{.

ERR

unanimous that
Mr. Black wulg e

ody, Mr. ! i by

conviction that visits i

inent membera of the busi-

and financial communities

of the industrially developed

countries wuuld help to achieva

a wider understanding of the

_problems confronti the less
developed areas of the world,

Mr, Abs, Sir Oliver Franks and
Mr. Sproul were not asked teo
prepare u formal report, nor was
a detailed assessment possible
in the time avallable. But they
had extensive opportunities dur-
ing their visit to observe
economic conditions and prob-
lems of India and Pakistan, and
to discuss with leaders of the
two countries the 1ssues involy-
ed in carrying out economic de-
velopment programmes. At the
end of thelr wisit the threae
bankers wrote a joint letter te
Mr, Black recording their gene-
ral Impressions.

In deciding to publish the let.
ter with the permission of Iits
authors M¢. Black felt that 1t
would make an important con-
tribution to public discussion ot

the problems of economle deve

lopment both in India and Pak-
istan and in the industrialised
counfries which have been and
expect to be providing assist-
ance for economic development
in the sub-continent.
EXCERPTS FROM REPORT
The following are excerpta from
the = report addressed to  Mr,
B{lack from the Bankers’ Mis.
slon:

Despite the many differences
and contrasts between India and
Pakistan, the basic economic
problem confronting them is the
shortage of capital reseurces in
relation to the needs of develop-
ment, In both countries there is
the familiar vicious circle of low
income, low savings, and conti-
nuing low income, which cannot
be broken effectively without an

inflow of capital funds from
ahroad

Both countries are suffering
from a serious shortage of

fureign exchange, and have been
forced fo impose strict import
licensing.

But perhaps the most striking
feature of gfe sub-continent’s
development probem is its sheer
scale: not anly are real incomes
low, but, with a population of
about 500 million—about 90 mil-
lion in Pakistan and over 40D
million in India--the capital re-
sources Tequired to generate
even modest increases in real
income Aare very large.

The shortages of foreign ex-
change, domestic saving and
managerial capacity in both
public and private sectors have
caused both countries to adopt
eronomic planning, Both coun-
tries are using the framework
of Five Year Plang, with Pakis-
tan embarking on %Sewnd
Five Year Plah in y 1860,
and India begihning its Third
Five Year Plan in” April 1961
In both countries we have tried
to review the broad outlines of
these plans in the light of ear-
lier experience and present eco-
nomic policies. -
P%Kt'l &N! SECtog PMI':

Inti e present Governmen
oEme Hito {4 'SlCOESSio
of governments had made only
halling progress f(owards deve-

2 Vg

laping a 1

1 economy. Jn 1855, t
vernment sought to introduce =
,...ﬁgn coordinated @pproach iIn
form of a First Five Year
Plan, to cover the period 1955-
, but Ministers and officials

a more viable pattern In
he 2

in a number of important ways

The basic cause of the fallure
to make tpragress was the stag-
-,ll%tion of agricultural output

is was due to an inadeguate
recognition of the fority of
the agricultural problem, and
4o the lack of effective action

educate the farmer in im-
proved production techniques
or to provide him with adeguats
supFl es of seed fertilizers,
pesticides and credit.

With food output stationary
and population rising, food im-
ports increased and the .balance
of payments deteriorated. At the
same time, an upsurge of pri-
vate import demand, which fis-
cal and monetary policy failed
to control, led to the foreign
exchange crisig of 1857-58.

In 1959, the new Government
succeeded in regaining control
over the economic situation.
Firm action was taken to bring
the budget into better balance
and to restrain credit. Drastic
restrictions on less essential Im-
i)orts effectively halted the dec-
ine in reserves, while the ins
troduction of an export bonus
scheme somewhat strengthened
export incentives.

INFLATION
The inflationary trend in pri-
ces was checked by price con-

trols, which are being progres-
sively telaxed now that the
more fundamental financial

measures are proving effective.
Nevertheless, the economy re.

mains heavily dependent on
fareign aid, not only for sup-
norting development but also

for covering current import re.
auirements. But, most impor-
tant of all, the new Govern-
ment has succetded in restoring
comfidence.

Much has been learned from
the failure of the First Five
Year Plan, and this is reflected
in the draff outline of the Se.
cond Five Year Plan which co

vers the peried July 1960 to
June P
In' aggregate terms the ob.

jeetive of the Plan is to achieve
a 20 per cent increase in .na-
tional output by 19865, With po-
pulation expected to increase by
about 10 per cent during the
period, the Plan thus envisages
#n increase- in income per head
of about 2 per cent per annum.

The Plan sims to snend about
Rs. l!gi?ﬂﬁﬁmi}llan ($?_.3 t‘g“"ﬁ‘;
over. the five years. ( is
11.§m million is in the public
sector and Rs. 7,500 million in
the private sector.

AID NEEDS

':he Government has told us
that it expects to be able to fin-
an Rs. 11,000 million of this
ex&ndituﬂ_.e from domestic re.
5 es, while direct private
foreign investment is expected
to provide about Rs. 1500 mil-
lion, leaving Rs. 6500 million to
be' financed by foreign aid im

one form or snother.

In addition to' the aid neededy
t0 finance the development pro-
gramme itself, the Govermment

W
-

ve told us that the Plan failed |

—— e

estimates that a further Rs. 1.500
milljon will be rerguired to cover
the oxcess of ordinary imports
? directly connected with
opment over export earn-
, so that the total external
ance reguired
. L. 48D funds) iz put at Ra

8,000 million tor $1.7 billion}.

The Second Plan gives first
g:‘iorit,v to achiev agricul-
ral self-sufficiency &‘t.he end
o1 the Plan period. ccess in

achieving this objective is a ne-
cessary pre-condition for the
success of the whole Plan.

This involves supplwing the
farmer with adequate amounts
of fertilizer, improved seed,
pesticides and credit, and en-
surin their ecffective use,
Warchousing and merketing
arrangements will also have to
be improved.

If all this is to be done, the
Government will have to over-
come the extremely difficult
problem of building up an ef-
foective organisation that — will
reach down to the individual
farmer. Next, the Plan proposey
to take immediate steps to halt
the progressive loss of agricul-
tural output from waterlogging
and saiinity. Priority will be
given to drainage in order tg

event further loss of good
and. |

At the same time a start will
be made on longer term mea-
gures, some of which may still
be experimental, to reclaim land
which has gone out of use. There
are also plans to bring new
laud under cultivation.

These proposals for conserv-
ing existing acreage @nd Te-
claiming lost land form part of
a longer ferm overzll water re-
sources plan designed to make
the fullest use of Pakistan's
water supplies. This longer term
plan includes 1‘p1-('.1:'(:-23‘2515 for the
construction of dams, barrages
canals and tube wells, and will
in the aggregate involve large
amounts of capital expenditure
over a decade or more.

STRIRKING A BALANCE

In certain instances these
schemes form part of multi-
purpose projects designed also
to supply industrial wer, A
certain number of these large
slow-maturing projects are es-
sential to provide for the future
growth of the demand for power
and to extend irrigation over
the wider area reguired by a
growing agricultural population.

But there is a risk that too
much capital and technical re-
sources can get locked up in
these big schemes so that the
investment programme becomes
inflexible. We feel that, in stri-
king a balance between large
projects and smaller schemes
which yield more immediate
returns. this problem of phasing
should be "kept under constant
TEVIEWwW,

The pattern of industrial deve-
lopment which the Plan propos-
es is largely directed to_the
need for supplving the agricul-
tural sector with monufactured
equipment and supplies. and
pravidi for the processing of
agricultural output such as jute,
wwetton and sugar cane.

0Of equel importance in deters
mining fthe pattern of industrial
development is the chronic
{Continued on back page Col. 1),
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shortage of foreign exchange
which, as the Plan recognises,
must imply concentration un
investment in indusiries which
will either save imports or in-
crease export earnings.

In consequence, tihe Govern-
ment will be forced to exercise
a selective control over the es-
tablishment of new firmg and
industries for some, time to
come, and. will hold the powet
to prevent expansion or en-
force contraction in existing in-
dustries.

The exercise of this power
in a country in which admin-
Istrative talent is spread so
thinly ohviously presents cer-
tain hazards.

AVOIDING INFLATION
A critically important aspect

of the Second Five Year Plan is
the problem which it poses for
internal financial policy. We
were told that, if the Plan is
to be implemented without un-

due inflationary pressure, ab.ut |

25 per cent of the projected in-
crease in per capita income will
have to be absorbed by saving,
publie or priviate.

In a country such as Pakistan
where real incomes are so low,
and much of the inecrease in
income will be widel spread
over a population living near
subsistence level, this is a for-
midable task.

We were impressed by the
determination with which the
Minister of Finance is approach-
ing the fiscal problem, We also
feel that it is important that
the fiscal and monetary autho-
rities should be alert az to the
»art monetary policy cin play
in restraimqlg‘inﬂationary pres-
sure, and helping to bring about
A more economic allocation of
invéstment resources.

PRIVATE ENTERFPRISE

The Government is quite clear
as the role which it assigns to;
public and private enterprise
within the Plan. Apart from.
certain social needs which are
met in aMmost all countries by
public expenditure, and apari
from the  gualification that
whenever priviate funds and ini-
tiative are not forthcoming in
other essential arels the State
will have to undertake the in-
vestment itself, the Government
believes that as much as possi-
ble should remain within the
private sector.

Again, officials hive told us
that outside the field of public
utilities it is Government policy
to return to the private sector
any publicly-owned or operated
enterprises as soon as feasible.

To summarize our main Im-
ressions. First, the rates of

I:lcrease in output and per

capita Income envisaged by

the Plan are modest. But it
they are fo be achieved the
problem of mobilizing the
necessary domestic resources
will require strenuwous efforis
by the Govermment and con-
tl:r’mlu austerity for the peo-

ple of Pakistan.
On the assumptions of the
Plan an increase in externsl

fareign assistance of about 30
per cent will also be required
for development purposes,
AGRJCULTURAL QUTPUT
Secondly, we would like to
endorse the priority which the
Plan gives to increasing agri-
cultural output. We have been
fmpressed by the determination
of the Government %o achieve
this objective, Our only uncer-
tainty is whether the organisa-
tional problem of arranging
adequte and timely supplies of
fertilizer, seed and credit to-
ether with, improved market-
ng arrangements will take
longer than the Plan envisages
Thirdly, the emphasis on in-
dustries which save imports or
increase exports, and are basec
on local skills and resources.
seems to he dictated by the
realities of Pakistan’s economi

individual freedom. Both Ge-
vernmel:tllts bh:‘ve rejected thnis
approach, we recognise
that this decision renders polb
countries more heavily de-
pendent npon ouiside assis
tance than would otherwise
be th& l'?se' GOVT
V'!‘.A!R' -

If the assistance required
were made available entirely in
the form of long or short iwana
an normsl commercial terms.
he resuiting debt service liain-
lities would almost certamniy
impose an intolerable strain un
the Indian and Pakistant ha-
lance of paymenis.

This means that a_ substantial
proportion of any aid provided
would have top ftake e form
of grants or loans not made ~n
strictly commercial terms.

The proposed International
Development Association re-
presents a recognition by Go-
vernments of the need for this
kind of assistance to develop-
ing countries, but the JDA is
still in process of being es-
tablished and its resources
will be too small for it to play
more than a minor role In
providing external resources
for India and Pakistan during
the next five years.

This means that {f ald s
provided on a considerable
scale, a substantial proportion
of this ald would have to fake
the form of Government to
Government assistance of one
kind or another on liberal
terms.

t is expected that a consider-
able number of Governments
will participate in providing
assistance for India and Pakis-
tan, and this is likely to involve
ultimately bilateral agreements
between each of the aid-giving
and aid-receiving countries.

It will be of the first impor-
tance therefore to ensis'e that
the policy of the aid-providing
Governments with respect to the
scale, form and tferms of the
assistance provided should be
adequately coordinated. Other-
wise there is liable to be a
waste of resources and effor)

and unnecessary international
frietion.
in the context of bilaterad

#aid extended by a considerable
number of governments, a rea-
sonable measure of coordina-
tion should make possible thg
provision of aid which is not
tied to the exporis  of a parti-
cular country. Multilateral aid
of this kind provides the besi
way of getting the reatesy
b_e(;mefit from a given volume of
aid,

SOVEREIGNTY & AID
Forej assistance on -
thing like this scale would

create problems and responsibi-
lities for both the countries
providing and the countries
receiving aid. It is the respon-
gibility of the countries provid-
ing aid to recognise the national
sovereignty and sgllrations of
the eountries that they are as-
sisting.

On the other hand, countries
receiving aid must
that the Governments of the aid-
nroviding countries must satisfy
their legislatures, and that legis-
\atures will require to be assur-
ed that the aid-receiving coun-
tries’ methods of handling i
economic policies are realisfie
and that aid provided ig spent
on the purposes contemplated
by the aid-providing countries.

It would be nmatural for the
aid-providing countries to pay
particular attention te the deter-
mination which the aid-receiv-
ing countries show in pursuing
such tasks as growing enough
food to meet their needs and
expanding exports,

The necesslt;; for discussions
between aid-giving and aid-
recelving Governments which
this implies must be accepted
As & necessary conseguence of

/
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it

recognise’| j

deyelopment plans,
would be required if economic
ngress i not to be complete-
¥ checked,
PRIVATE INVESTMENT

The role of private investment
as a source of assistance for de-
velopment must not be forgut-
ten or under-estimated although
its immediate impact is not like-
ly to be large.

It is important that the Go-|
vernments of countries seeking
wid should recognise that the
Now of private long term funds
is one of the sources of invest-
ment finance which more deve-
loped countries wish to foster
and that if they are to use the
potential sources of aid to the
full they will need +to treate
conditiong which  will attract
privete capital from abroad.

Private foreign investors on
the other hand should be pre-
pared to accept that the In-
dian and Pakistani balance of
payments  difficulties Imply
that these countiries can in
feneral only Accept private

oreign Investment of a kind
that will either be impori

saving or export earning. .

An incrensed flow of privatg
foreign Invesiment will also de-
pend upon the willingness of
the capital-supplying countrieg
to foster such an cutflow of pri-
vate funds, We are the more
concerned {o stress the impor-
tance of private ° capital from
abroad because, ag the economid
structure of these two countries
is brought nearer fo viability
with the help of Government to
Government sssistance, it should
be possible to substitute the or-
dinary flow of private invest-
ment for the more exceptional
forms of aid.

REMOVING BARRIERES

The more highly industrial
countries can further assist the
course of devdlopment by re-
moving the kind of barriers
which regtrict the expurt op-
porfunities of developing coun-
tries. The process of develop-
ment, and the growth of new
areas of industry which it brings
with it, must inevitably exert a
profound influence on the whole
pattern of international trade.

If countries with longer es-

tablished manufacturing In-
dustries resist this process ol
change by maintaining bar-
riers to the free flow of trade,
the of development wiil
be retarded, and more aid will ||
be reguired.

REGIUNAL COQPERATION

We should also emphasise
the need for economic cos
operation between the deve-
loping couniries themselves,

e have been Impressed by
the disrupifve impact of parti-
tion upon the economies of

India and Pakisian.

While considerable progress
has been made in coopergtion
between the two countries, we
would like to emphasise the
need for policies which would

promote further cooperation
and foster trade of a comple-
mentary chsracter, and reduce

the danger of economic Separat-

ism,

The trend of the times
only in Western Europe but
elsewhere in the world strongly
oriented towards international

economic cooperation. Here on
the sub-continent similar oppar:
tunities for cooperative efforts
in the fleld of trade and ex-
ploitation of natural resources
exist.

It is obvious that such econo-
mie cooperation between India
and Pakistan is not only to the
advantage of both countries but
also to capital supplying na-
tions of the Atlantic community.
- Finally, whatever may be the
final programme developed by
the two countries both vern-
ments need to hear in mind
that there can be no assurance
that the Governments of the
more highly industrialised cmitn;—
el = F i dhey snoition
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passed unanimously by that
body, Mr. Black was guided by
the conviction that visits by
prominent members of the busi-
ness and financial communities
of the industrially developed
countries would help to achieve
a wider understanding of the
problems confronting the lesa
developed areas of the world.
Mr. Abs, Sir Oliver Franks and
Mr. Sproul were not asked to
prepare a formal report, nor was
a detailed assessment possible
in the time avallable. But they
had extensive opportunities dur-
ing their visit to observe the
economic conditions and prob-
lems of India and Pakistan, and
to discuss with leaders of the
wolv-
de-
tha
ree
© to
ene-

let-
ita
it

con-

1 of
eve-
Jak_
ised
and
sist-
1ent

RT
rom
Mr,
Vis-

aces
and
mic
the
yn
lop-
e 18
low
nti-
not

an
‘om

ing
ot
2en

ort

Ing
at’s
2er
1es

of
1il-
400
re-
ate
eal

eX=
ind
nth

loping a more viable pattern In
the cconomy. In 1955, the Go-
vernment sought to introduce =a
more coordinated approach in
the form of a First ive Year
Plan, to cover the period 1955-
60, but Ministers and officials
have told us that the Plan failed
in a number of important ways

The basic cause of the failure

' to make progress was the stag-

nation of agricultural output
This was due to an inadequate
recognition of the priority of
the agricultural roblem, and
to the lack of effective action
to educate the farmer in im-
proved production techniques.
or to provide him with adequate
supplies. of seed, fertilizers,
pesticides and credit.

With food output stationary
and population rising, food im-
ports increased and the balance
of payments deteriorated. At the
same time, an upsurge of pri-
vate import demand, which fis-
eal and monetary policy failed
to control, led to the foreign
exchange crisis of 1957-58.

In 1959, the new Government
succeeded in regaining control
over the economic situation.
Firm action was taken to bring
the budget into better balance
and to restrain credit. Drastic
restrictions on less essential im-
ports effectively halted the dec-
line in reserves, while the inw
troduction of an export bonus
scheme somewhat strengthened
export incentives.

! INFLATION

The inflationary trend in pri-
ces was checked by price con-
irols, which are being progres-
sively relaxed now that the
more fundamental financial
measures are proving effective.

Nevertheless, the economy Tre-
mains heavily dependent on
foreign aid. not only = for sup-
norting development  but also
for covering current import re-
Auirements. But, ‘most impor-
tant of all, the new Govern-
ment has succeeded in restoring
cenfidence.

Much has been learned from
the failure of the First Five
Year Plan, and this is reflected
in the draft outline of the Sea
cond Five Year Plan which co-
vers the period July 1960 to
June 1965.

In aggregate terms, the ob.
jective of the Plan is to achieve
a 90 per cent increase in na-
tional output. by 1965. With po-
pulation expected to increase by
about 10 per cent during the
period, the Plan thus envisages
an increase in income per head
of about 2 per cent per annum.

... Dlam aime tn enend ahonut

nd Plan&

cstimates that a further Rs. 1.500
million will be reauired to cover
the excess of ordinary importa
not directly connected with
development over ex_;qurt earn-
ings, so that the tota external
assistance required (excluding
P. 1. 480 funds) is put at Rs.
8,000 million tor $L7 hillion). . .
The Second Plan gives firsh
priority _to achieving agricul-
tura! self-sufficiency bg the end
of the Plan period. Success v
achieving this objective ig a ne-
cessary pre-condition for the
success of the whole Plan.
This involves supplying the
farmer with adequate amounts

of  fertilizer, improved seed,
pesticides and credit, and en-
suring their effective — use,
Warchousing  and marketing
arrangements will also have to
be improved.

1f gll this is to be done, the

Government will have to over-
come the extremely difficult
problem of building up an el-
foctive organisation that will
reach down to the individual
farmer. Next, the Plan proposes
to take immediate steps to hali
the progressive loss of agricul-
{ural output from waterlogging
and salinity. Priority will be
given to drainage in order
prevent further of good
land. .

At the same time a start will
be made on longer term meads
sures, some of which may still
be experimental, to reclaim land
which has gone out of use. There
are also plans to bring new
laud under cultivation.

‘These proposals for conserv-
ing existing 2creage and re-
claiming lost land form part of
a longer term overall water re-
sources plan designed to make
the fullest use . of Pakistan’s
water supplies. This longer term
plan includes proposals - for the
construction of dams, barrages,
canals and tube wells, and will
in the aggregate involve large
amounts ol capital expenditure
over a decade or more.
STRIKING A BALANCE
In certain instances these
schemes form  part  of multi-
purpose projects designed also
to supply industrial power. A
certain number of these large
slow-maturing projects are es-
sential to provide for the future
growth of the demand for power
and to extend irrigation over
the wider area required by a
growing agricultural population.
But there is a risk that too
much capital and technical re-
sources can get locked ~up In
{hese big schemes so that the
investment programme becomes
inflexible, We feel that. in stri-

loss
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| PAKISTAN NEEDS $ 1.9
BILLION FOR PLAN
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Mission’s
World

The mission estimated that
Pakistan would need a total of
about $1.9 billion divided in the

Development imperts—$1.4
billion; balance of payment sup-
port—éo billion; aid in food
supply (in particulsr p.l 480)—
$1.3 billion.

The mission’s assessment of
India’s need under corresponding
categories was $4 billion $1.5
billion and $1.1 billion respec-
tively.

The report’s estimates imply'
2 30 per cent jump in the exist- [
ing scale of foreign assistance to

Pakistan and 45 per cent boost

report to
Bank

KARACHI, April 19: The three-man Bankers Mission led
by Sir Oliver Franks ef the United Kingdom has stated in
its report to the Werld Bank that India and Pakistan would
need about $8.5 billiom ever the mext five years to meet
their development requirements,

in loans, grants and surplus food
uc'ir }fo Indla :

e report, alse signed by Dr.
(Continued on page 7, col. 1) |
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" U.S. BANKERS’

(Continned from page 1, col, §J
Hermann Abbs of Germany and
Mr. Allan Aproul of the United
States, was submitted to Mr.
Eugene Black, President of the
World Bank, at whose sugges-
tion the Bankers Mission under~
sook a trip to India and Pakis-

GOVT.-TO-GOVT. AID

The three “wise” bankers sug-
gested that “if aid is provided
on a considerable scale, a sub-
stantial portion of this aid would
have to take the form of Gov-
ernment-to-Government  assis-
tance of one kind or another on
liberal terms.”

Visualising that a number of
Governments would join in to

ive assistance to India and

akistan, the report stressed the
itnﬂortance of ensuring that the
policy of the donor countries
should be adequately co-ordina-

ted in respect of the scale form,

and terms of assistance.

Also was the
need for economic co-opera-
fion between India and
-Pakistan in the realm of
fostering complimentary
trade 50 as to avoid the dan-
%er of economic separation.

'he report made the following

observations on Pakistan's
second Five-Year Plan;

1. The rates of increase in out-
put and per-capita income en-
visaged by the plan are modest,
Sirenuous efforts will be needed
to mobilise internal resources
for reaching the plan targets.

2. “We would like to endorse
the priority which the plan gives
totincreasmg agricultural out-
p“ )I.

4, The emphasis on industries
which save imports or increase
exports and are based on local
skills and resources, seems to be
dictated by the realities of Pak-
istan’s economic circumstances,

4. Under the new administra=
tive procedures adopted by the
Government of Pakistan, deve-
lopment expenditure will be re-
viewed annually, This kind ai
year-to-year review is essential,
The plan must be s0 phased that
it can be kept flexible.

. The report stated that aid
giving countries must recognise
the nitional sovereignty of the
countries they are helping
Countries receiving help must
recognise that the donors must
satisfy their own Congress and
Parliaments that such aid was
“realistic” and was being spent
for the purpose intended,

PRIVATE INVESTMENTS

It pointed out that assurances
could not be given of appro-
priations for more than one

year ahead because of consti-
tutional reasons. It also stress-
ed that grivate investment must
not be forgotten or under-esti-
mated. As the two economies
improved, it should be possible
to substitute the flow of private
investment for extraordinary
forms of aid from other govern-
ments, )

The report said that the basic
economic problem confronting
I d'c .a n.‘ = e ——

demand, which fiscal and mone-
tary policy failed to control, led
to the foreign exchange crisis
of 1957-58
CUREB ON IMPORTS '
In 1959, the new Govern-
ment succeeded in regaining
control over the economic situ-
‘ation, irm action was taken to
bring the budget into better
balance and to restrain credit.
Drastic destrictions on less
essential imports effectively
halted the decline in reserves,
while the introduction of an
export bonus scheme somewhat
strengthened export incentives.
The inflationary trend in prices
was checked by price controls,
which are being progressively
relaxed now that the more
fundamental financial measures
are proving effective. Neverthe-
less the economy remains heave
ily dependent on forign aia, not
only for supporting develop-
ment but also for covering cur-
rent import requirements. But,
most important of all, the new
Government has succeeded ' in
restoring confidence,

Much has been learned from
the failure of first five year
plan, and this is reflected in the
draft outline of the second five-
year plan which covers the
period—July 1960 to June 1865.
In aggregate terms, the objec-
tive of the pian is to achieve 20
per cent increase in national
output by 1065. With population
expected to increase by about
10 per cent during the period,
the plan thug envisages an in-
c¢reage in income per head of
about 2 per cent per annum.

The plan aims at spending
about Rs. 18,000 million ($4.0
billion) over the five years. Of
this Rs. 11,500 million is in the
public sector and Rs. 7,500 mil-
lion in the private sector. The
.general composition of the pro-
posed expenditure is shown be-
low:

Total development expendi-
ture.

Million rupees percentage.

Agriculture—5,530-—28.

Industry, fuels, and miner-
als—4,170—22,

Public, utilities (transport,
communications, power, water
supply)—4,450—24.
Commercial and residential
buildings—2,710—14.
Education, healith, welfare,
ete,—1,6640—9.
Inventories—500—3,

Total: 19,000—100,
DOMESTIC RESOURCES

The Government has told us
that it expected to be able fo
finance Rs, 11,000 million of
this expenditure from-domestic
resources, whole direct private
foreign investment is expected
to provide about Rs. 1,500 mil-
lion, leaving Rs. 6,500 million
i{o be financed by foreign aid
in one form or another, In ad-

MISSION EEPORT

A

= Bk

ance the development pro-
gramme itself, the Government
estimates that a further Rs.
1,600 million will be required to
cover the excess of ordinary im-
ports not i connected
with development over export
earningg, so that the total ex-
ternal assistance required (ex-
cluding P.L. 480 funds) is put
at Rs. 8,000 million (or $1.7
billion).
SELF-SUFFICIENCY

The second plan gives first
priority to &ehievin% agricultu-
ral self-sufficiency by the end
of the plan period. Success in
achieving this objective is a
necessary precondition for the
success of the whole plan, This
involves supplying the farmer
with adequate amounts of ferti-
liser, improved seed, pesticides
and credit, and ensuring their
effective use. Warehousing and
marketing arrangements will
also have to be improved. It all
this is to be done, the Govern-
ment will have to overcome the
extremely -difficult problem of
building up an effective orgami-
sation that will reach down to
the individual farmer.

Next, the plan proposes to
take immediate steps to halt the
progressive loss of agricultural
output from water-logging and
salinity, Priority will be given
to drainage in order to prevent
further loss of good land, At the
same time a start will be made
on long-term measures, some of
which may still be experimen-
tal, to reclaim land which has
gone out of use. There are also
plans to bring new land under
cultivation.

LAND RECLAMATION

These proposals for conserving
existing acreage and reclaiming
lost land form part of a long-
termn overall water resources
plan designed to make the fullest
use of Pakistan's water supplies.
This longer-term plan includes
proposals for the construction ot
dams, barrages, canal and tube-
wells and will in the aggregate
involve large amounts of capital
expendijture over a decade or
more.

In certain instances these
schemes form part of multi-
purpose projects designed also
to supply industrial power.
A certain number of these large
slow maturing projects are
essential to provide for the
future growth of the demand for
power and to extend irrigation
over the wider area required by
a growing agricultural popula-
tion. But there iz a risk that too
much capital and technical re-
sourceg can get locked up in
these big schemes so that the
investments programme becomes
inflexible. We feel that, in strik-
ing a balance between iarge pro-
jeets and smaller schemes which
yield more immediate returns,
this problem of phasing should

be kept under constant review.

tion to the aid needed to fin- ™ _ (To be concluded) \
& 20 M 3.
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ORLD BANK MISSION

~ SUBMITS

KARACHI, April 19—The three-man bankers’ mission,
which was led by Sir Oliver Franks of the United King-
dom has stated in its report to the World Bank that In-
dia and Pakistan would need about 8.5 billion dollars

over the mext five years to

quirements. The mission estimated that Pakistan would
need a total of about 1.9 billion dollars.

REPORT

meet their development re-

The report’s estimates imply
a 30 per cent jump in the ex-
isting scale of foreign assis-
tance to Pakistan and 45 per
cent boost in loans, grants and

urptus foolt_it, ald % Igu:iia.t_h
. e report, sign v S
three members, was submitted
to Mr. Eugene Black, Presi-
dent of the World Bank, at
whose suggestion the banker’s
mission undertook a trip to
India and Pakistan,

The three “wise” bankers
suggested that “if aid is pro-
vided on a considerable scale,
a substantial pottion of this
aid would have to take the

{form of government-to-govern-!

ment assistance of one kind or,
another on liberal terms” I

Visualising that a number
of governments would join in
to give asgistance to India and
Pakistan, the report stressed
the importance of ensuring
that the policy of the doner
countries should be adequate-
ly coordinated in respect of
the scale form and terms of
assistance,

Also stressed was the need
‘for economic co-operation bet-
ween India and Pakistan in
the realm of complementary
trade, so as to avoid the dan-
ger of economie separation.

The report made the follow-
ing observations on Pakistan’s
Second Five-Year Plan:

1. “The rates of Increase in
output and per capita incom
envisaged by the Plan a
modest. Strenuous efforts will
be needed to mobilise internal
resources for reaching the
Plan targets.
|, 2. “We would,like to en.
| dorse the. priority which the
Plan gives to increasing agri-
cultural output.”

3. The emphasiz on indus-
tries which save imports or
increase  exports, and are
based on local skills and re.
sources, seems to be dictated
by the realities of Pakistan’s
economic eircumstances,

4, Under the new adminis
trative procedures adopted by
the Government of Pakistan‘
jdevelopment expenditure wili,
‘be reviewed annually, This
kind of yearto-year review is
essential. The Plan must be so
.;:g}aséd that it can be kept flox-

e,

The report stated that the
'ald-giving countries must re-
lcognise the national soverelgn-
ty of the countries they are
helping. Countries receiving
help must recognise that the
donors must satisfy their own
parliaments that such aid was
“realigtic’ and was bein
gdpent for the purpose intend-

It pointed out that assuranm-
ces could not be given of ap-
propirations for more than one
year aheadybecause of consti-
tutional ‘reasons. It also stress.
ed that private investment
must not be forgotten or un-
der-estimated. As the two eco.
nomies improved, it should be
possible to substitute the flow
of privatéh investment for ex-
traordinary forms of aid from
other govePaments—APpP

Mezaava Incomnplate)
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F is the text of
Bankers' Mussion's report to
Pakistan and India which was
released today. This report is
adaressed to the Chairman
of the World Bank. Mr,
Evgene Black.

t gxHE proposal that we
should visit India and
Pakistan was spon-

sored by you, as President

of the International Bank
for Reconstruction and

Development, and was we

lcomed Governmentg

of India and Pakistan, We
accepted the invitation as
independent private indi-
viduals: We received no
terms of reference or ins-
tructions either from the

[nwernational Bank, or

from the Governments of

our own countries,

We have, therefore, had to
consider what an independent
Mission of this kind, with a 1t
mited amount of time at its dis-
posal could most usefully at-
tempt. You told us that we were
aot expected to submit a for
mal report: and, indeed, it
would have been impossible for
us in the course of a month to

1 undertake any detalled assess-

ment of the economie situation
and development programmes of
[ndla and Pakistan. We have
concluded that the most useful
task which we can set ourselves
is to try and form broad gene
ral impressions about the prob-
lems of development in these
two countries. In doing so, we
have approached the question of
the scale and balance of develop-
ment plans in qualitative rather
than quantitative terms, and we
have tried to see how the kind
of proposals for development
which are at present under con-
aslderation in these two countries
fit into the broad pattern of
what has already been achleved.

We hope that the bundle of Im-

pressions which we have form-
ad will help towards the under-
standing of some of the prob-
lems of policy which seem to us
to confront both the countries
which we have visited and those
countries and international insti-
tutions which are, or may be,
concerned with providing fin-
ance for dévelopment.

Despitg the many uifferences
anda contrasts between I adia and
Pakistan, the basic economic
problem confronting them is the
shortage ol capital resources in
rejation to the needs ot develop-
ment. in both ecountries there is
the familiar viclous ecircle of low
income, low savings, and conti-
nuing low income, which cannot
pe broken effectively witl.out an
inflow of capital funds from
abroad. Both countries are sur-
fering from a serious shortage
of fo.eign exchange, and have
peen forced to impose striet 1m-
port licensing. But perhaps the
most strikirg feature of the sub-
sontinent's development problem
s its sheer scale: not only are
(eal incomes low, but, with a~
population of about 500 million
—apbout 90 million in Pakistan
and over 400 million in India—
the eapital resources required to
Zenerate even modest increases
\n real income are very large.

Tne numbers already Involv-
ed aje large, but in both coun-
tries the problem is made much
aioze Intractable by the rate of
growin of population. Wiaile pre
cise information is lacking, it
seems that the principal cause of
the rapid growth of population
i mol an Increase in the birth
rate—the birth rate may be lit-
tle higher than that In the Uni-
ted States—but a sharp decline
in the death rate, whicli is the
result of the provision in recent
years of basic medical and sani-
tation facilities long familiar in
more advanced countries. It is
true that Governments have en-
dorsed programmes of education
i family planiing, though the
results of this may not be realiz-
ed for gome time, Moreover, as
the populations of both countries
achieve a higher degree of lite-
racy, and become more aware of
the possibilities of achieving un
improved standard of life the
present trend towurds smaller
families in the urban areas may
pecome more widespread. How-
ever, it I8 impossible to say when
a significant fall in the birth
rate will oceur, and in the mean-
time both Governments are con-
fronted with the task of provia-
ing the extra iood and other
necessities required by Inereases
L. population of the order of 18
to 20 per cent over the nexl ten
years while at the same time
struggling to bring about an in-
crease in per capita income.

In visiting India and Pakistan
orie of our first tasks } as been
to tre and form a .Jjudgemcnt
about the qualities of cha-
racter, vigor, and honest endea-

BANKERS® MISSION REPORT

vor to b2 found in the two ecoun-
tries. On these questions we
have gained a sense of consider-
anle confidence from our dlscus-
slons with the Ministers, offi-
c:als and private individuals
whom we have met. We have
aisu been impressed by the ca-
pasity of the senior officials and
prominefit businessmen in both
countries. Nevertheless, .once one
goes beyond this, managerial ta-
lent iy searce and it may prove
difficult to carry through deci-
sjons effectively in their detailed
application to the individual at
the level of worker and farmer.
The shortages of forelgn ex-
change, domestic saving and ma-
nagerial eapacity in both public
and private sectors have caused
both countries to adopt economic
planning. Both countries are
using the framework of Five
Year Plans, with Pakistan er -
barking on its Second Five Ye
Plan in July 1960, and India 1 -
g'nning its Third Five Year PJ. :
in Aprll 1861. In both countr .
we have tried to review 1.»
broad outlines of these plans '
the light of earlier experie
and present economic policie.
The two sections which 10.-
low set out the impress!
which we have formed in e.
of the two countries. The ¢
cluding sectlon indicates bri.
some more general ideas wl ‘1
we believe to be relevant w
considering the problems of
velopment and foreign assiste
common to both countries.

SECOND 5-YEAR PLAN |

We began our tour of Paki: -
on February 14th, and- du.
the following len days vis
Rawalpindi, Peshawar, Lah. :
and Karachi, with brief s .-
overs at several indurtrial s d
nydro-eectric projecls. We also
fiew over the Indus irrigation
system in West Pakistan We.
suosequently made a trip
to East Pakistan from March
5th to 8th, visiling Dacca, Jes-
gore and Khulna, where we were
shown other industrial installa-
tions and given a flyin tour
ovér a aumber of flood-control
and ‘rrigition projeets. During
our visit, we met President Mo-
hammad Ayub Khan and mem-
pers of his Cabinet, most of the
senior officlals econcerned with
ecodmmlc policy in the Central
an Provincial Governments,
and niany private businessmen.
In these meetings, we were im-
pressed by the enlightened lea-
dersh.p which the present Lov-
ernment is bringing to bear on
the problems of economie policy

* .mugee assimilation, and econo-

. change crisis_of 1957-58.

ence.

cond Five Year Plan which co-
June 1965. In aggregate terms,

achieve a 20 per cent.
in national output by 1965. With

ard development.

With the parctition of the In-
dian sub-continent in 1947, Pak-
isian emerged as an mdependent
country inciuding both the semi-
d.au 1eglons  of baiuchistan,
S ndb snd the Western Punjai
d.u, separateu by more than a
tioussne miues of lndian tecr)
wry, tne suo-iropieal area of
East Bengal. 'he difrerences bet-
ween East and West Pakistan arel .
sulaing, out both provinees are| -
pcedomipantly agrieultural, defi-" .
¢.ent In lndustria: materiais, and
s lwe partit.on, hemmed in by
f.ontiers whicn cut across the
raturdl and traditional lines of
woifinunication and trade with|
Lauia. Aftec partition, Pakistan
«.d0 faced the proolem of re-
~<lving and integrating into 1ts
cpaomy an influx of many mil
..on serugees; and the combined
Sousieins of physical separation,

T e

e

-

out ueveopment have created
seulous amficulties for a country
n wnaich there are shortages of
s£illed roanpower slemming
woom educational deficlencies.

more teepseated has been the
proslem of the continuing loss ol]
520d agricultural land through
waterlogging and salinity in
wesl Pacistan. We were tolu
wiat of apout 30 miillon acres of
sd.tivated land in West Pakistan
avoul 90,000 acres are entirely
.sst each year and hundreds of §
.nousanay of acres are suffering
Jsses in productivity as a result
af the inroals of salinity and wa-
.21 i0gging.

vnul tne present Government
+allg into power, a succession of
~0/ernMents had made only hal
...g Dsogress towards developlng
4 1aore viable pattern in the eco
aoiny. In 1955, the Government
sougnl to introduce a more co
ordinated approach in the form
»f a. First Five Year Plan, to
cover the period 185560, but Min- |
isters and officials have told us
that tte Plan failed in a num-
per ol ithportant ways, The ba
ic cause of the failure to make
vrogress was the stagnation of
agricu'tural output. This was
Jdue to an inadequate recognition
of the priority of the agricultural
problem, and to the lack of effec §
tive action to educate the far
mer in improved production§
techniques, or to provide himQ
with adequate supplies of seed,f
fertilizers, pesticides and credit.
With food output statlonary and j§
population rising, food imports
increased and t balance of [
payments detleriorated. At thej
same time, an upsurge of pri-
vate import demand, whieh fis
cal and monetary policy failedd
to control, led to the foreign ex-

In 1859, the new Government
succeeded in regaining control |
over the economic situation.
Firm action was taken to bring
the budget into better balance
and to restrain credit. Drastic
restrictions on less essential im-
pautg effectively halted the de-
cline In reserves, while the in-
troduction of an export bonus
scheme somewhat strengthened
export incentives. The infla-
tinnary trend in prices was chec-
ked by price controls, which are
being progressively relaxed now
that the morz fundamental finan.
cial measures are proving effec
tive. Nevertheless, the economy
remaing heavily dependent ° on
foreign aid, not only for sup
porjing development but - also
for’ covering current import re
quirements. But, most important
of all, the new Government has
suecerded tn  restoring confid-

Murh has been learned from
the fatlure of the First Five
Y:ar Plan, and this is reflected
in the draft outline of the Se
vers the period July 1960 to

the cbjective of the Plan is to
inerease

sContinued on page 5)
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iContinned from mi 3
population expected to increase
by about 10 cert. during the
period, the Plan thus envisages
an increase in income per head
.Of alidut 2 per cenl. per annum.

The Plan alms fo spend about
Rs. 19,000 million ($4.0 billlon)
gyer the fiye vears. Of this Rs.
11,500 million i3 in the public

ector and Rs.’ 7,500 million in
‘the private sector, The general
composition of the proposed ex-
penditure is shown below:-
TOTAL EXPENDITURE

Agriculture—Rs. 5,530 (m) 28
P.C., Industry, fuels and Mine-
tals—Rs. 4,170 (m) 22 P.C. Public
aiilities {transpert, communica-
‘fions, power, water suppiy)—&s.
4450 (m) 24 P.G; Commercial
‘and residential  buildings—Rs.
2,710 (m) 14 P.C, Education,
neaith, welfare, ete—Rs. . 1,640
{m) 9 P.Cu Inventorigs—Rs. 500
(m) 3 P.C. :

The Government has told us
that .it expects to be able to fin-
ance. Rs. 11,000 million of this ex-
penditure from dgmestic resour-
ces, while direct privatg foreign
auvestment is expected to pro-
vide about Rs. 1,500 million, lea-
ving Hs. 6,500 miilion to pe fin-
anctd by foreign uid in ohe form
o?_qmqt_,her. In additiog to the
afd needed to finance the deve-
\Gpment programime itself, the
Government estimates that a fur-
ther Rs. 1,500 million will be re-
qgiured to eover the excess of or-
dinmary imports not direefly con-
tgeted with development over
eupoct earnings, so that the total
external assistance required (ex-
cluding P.L. 480 funds) is put at
rd: 6,000 million (or $1.7 billion).

The Secound Plan gives first
priovity to achieving agricultural
self-sulficiency by the ‘end of the
Plan perlod. Success in achieving
this objective is a necessary pre-
condition for the success of the
whole Plan. This involves sup-
plying the farmer with adequate
iwnnunts t]:-f dfprtlllzer, im :ng
gesd, pesticides and credit, a
ensuring their effective use.
Wharenousing and marketing ar-
rangements will also have to .be
improved. !

If all this js to be done, the
Government will have to over-
conje the exiremely difficult
pl'm'ﬁ m of building up an effec-
live organisatiop t will reach
down ig ipdividpal farmer.
Next, the Plan proposes to take
immediate steps tg halt the pro-
gresslye loss of agricultural out-
put from waterlogging and sali-

Rity. Priority will be given to
drainage in order {o prevent fur-
ther loss of g land. At the

same time a start will be . made
on longer term measures, some
of which may still be experi-
mental. to reclaim -!a_l}g which
has gone out of use. There are
also plans to bring new land
g,u_ge;r cultivation.

These proposals for eonserving
fg._mlng acreage and reclaiming
o8t land form part of a longer
term overall water resources
plan designed te make the ful-
lest use of Pakistan’s water sup-

es. This longer term plan In-
cludeg " proposals for the cons-
truction of dams, barrages, ca-
?g;s and whe-weli;. and will in
! aggregate invglve large
amounts of capitals expenditure

living near subsistence level, this Plan was taking shape. In these
18 a formidaole tagk,  We were circumstances, we «an do .,
impressed by the determination more than diseuss the problems
with which. the Minister of Fi- of the -Third Plan in rather gene-
nance is_approaching the fiscal ralterms. . - . .. @ . .
proolem. . We aigo feel that it 18, -0
important thdt the fiscal and  The probiems facing those res
monetary authorities should gse ponsible for drawing . up. the
alert as to the part mopeiary Thira Flye Year 'Flgh_, . heed . 1o,
policy ean play in resiraining be looked af. sgainst the. Lucx.
inflationary pressure and help- ground of experience with the
ing to bring about a more econo- (%o prece
mic allocation of investment re- ¢la schieved unwependence in
sources. 3 1047, she. was faced not merely
with the problems left

The Government is quite clear war and the consequences of par-:

the -

ding Plans. When in-

-

as the role whish it gssigns to titlon, but with the need to !

public and private enterprise- speed u%lth: ‘process of develop-
within thie Plan. Apart from cer- Ment which would yleld highes
tain social needs which are met living standards for a popujatio.
in almost all countries by public .1he bulk of whom were lvisy
expenditure, and apart from the near  subsistence. The. econon:,
qualification that whenever pri- was fargely ‘agricyltural, the
vate funds and initiative  are Mmain industries rbeing the trad:
not fortheoming in othér. essen- tlonal manufacture of eotton.an
tial areas the State wili have to "ute textiles, and, while gome
undertake the investment tiself, other .industries had grown -up
Government belibves that at in. the decades before indepen-
much as possible should remamn dence, their. rate of expansion
within the private sector. Again, had not been strong ehough to
officials have told us that out- Meet the needs of an. increasing
side the field of public:utilities population, let alone provide an
it is Government poliey to return adequate bage for further deve-
iL«:a the %rivate segtor any pub&- Alopment.
y-owned or operated enterprises !

In 1851 India embarked on s

48 soon as feasible, ! !

First ¥ear Plan; although offi-
To summarize our main im- Cials have tolg ys that the werd
peessions. Furst, the rates of - ‘Plan” is something of a- misne-
crease in output and per capita INer singe it diq little more thap
income envisaged by the ¥Flan Pull together varjous: schemes
are modest. But if they are to fOr economic development. that
be achieved the problem of mo- had been started by the (;autraj
bilizing the necessary qomestic Government anrd the Ststes in
resources will require strenuqus the postwar years. Although the
efforts by the Government and Planned increases in tment
continuing austerity for the peo- Were relaflvely small and not.en-
ple of istan, On the assump- Hrely fulfiled unusually’ Rowd
tions of the Plan an increase in Darvests during:the last threg
external foreign assistance of YEArs of the Plan contributed
about 30 per cent. will-also be AR atmospherg .of achievement.
required for development pur- 1He expansion of agrieultural
poses. output and income not only &uge-
: -f:?l;'“ﬂ i-ff?gemle -growth  elge-
Secondly, we wauld ilke ta en- ' Jore I the gconomy, but glso
dorse the priority which the Btl‘el'gthened the balance of pa,-
Plan gives to iner<asing agrieul- 5’: ) Position ?nd cexerted a
tural output, We have been im- 1 ngly — stabilizing  influence

pressed by the determination pt UPOR the priss level. -

tge G?ver%nhaeﬁnt tt; ach.iemg itht!s e 1
objective. r only uncertainty
is whether the organisastional Perhaps influenced in part by
problem of arranging adequate
and tlmely supplies of fertllizer,
seed and credit together with,
improved ' marketing arrange-
ments wlll take longer than the

ffi:‘lsi; - I“i\('_fo Year Plan
noan sovernment ralgn. it
sights considerably in develm_:
%“fm““'n%‘“}‘ 8 :foe Yoo
; 1S ca or major inc
Plan envisages. in investment in ggricﬁum ani
Thirdly, the emphasis on in- 3 Wa§ a new emphasis on
dustries which save lmports of \igvestr?ent In hasic industry ang
increase exports, and are based men‘;ar ?uuja {:5‘9‘4“"‘-‘3 develop-
on local skills and resources g0 DEOJectS In the publie sgc.
seems to be dictated by the rea- yo oS PECaNsE the teimpo of
lities of Pakistan's economic eir- ypo o7 was stepped up so
cumstances. arply, and partly becjuse of
e I8, Lt o] e
Finally, we have beben told that B ond Five
under the administrative proce- E,::; Pl?:d!m“ Into difficulties.
dures which the new Govern. u;f“ )y heavy food S
ment has introduced all deyelop- 23;_-& ?qu.s ?lfmw as lean
mrm expenditure wilt be review- ¥ " dgriculture succeeded.
ed annually, and that each year's
Budget will only sanction deve-
lopment expenditure to the ex-
tent to which resources are
available to meet it. We believe
that this kind of year to year re-
view of the progress of the Plan
i# pssential If expenditure is to
he adjusted to meet <changing
economic conditions, and, we fegl
that we must stress the need for
the Plan to be so phased that if )
can ke kept flexible. y

Plan.
réases

TO BE CONCLUDED

ii——

In making these observations
we have not taken into account, -
indeed It would have been im-
poss'ble for us to da so. the im-
nact of the Indus Waters Scheme
on Pakistan. We understand that
\hile the Scheme is of great m-

— e
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the good fortune a%: & :



plan " désigned to- make the fal-
lest use of Pakistan's water sup-
plies. This longer term plan in-
cludeg proposals for the cons-
tructipn of dams, barrages, ca-
nals and wbe-wellj:{ afvc‘l! wilg in
the algueut.e gl rge
amouynts of capital- nditure

overa decade or more. In certain
instan _thasem schemes !_orrt:
part of multi-purpose projec
designed also to supply indus-
trial power. A certain number of
fhgse large slow-maturing pro-
jects are essentlal to provide for
the future growth of the de-
mand for power and to extend
jrrigation over the wider area
required by a growing agricul-
tural .papulation.

But there is a risk that too
muych eapital anc} Lﬁcgnical r:g

yrces can get locked u
:ﬁgse big schemes so that in-
vestment programme becomes
inflejple. We feel that strik-
ing a balance between large
majeets and smaller schemes
which yleld more immediate re-
turns, this problem of phasing
should be kept under constant
review,

fThe pattern of Industrial deve-
lopment which the Plan propo-
is largely directed to the need
far supplying the agricultural
sgttor with manufactured equip-
ment and supplies, and providing
for the processing of agricultur:&
autput such as jute, cotton a
sifgar cane. Of equal importance
i, determining the pattern of
industrial development is the
chronle shortage of forelgn ex-
change which, as the Plan re-
cogniges, must imply conecentra-
tion on investment in industries
which will either save imports
or increase expori earnings, In
fgnsequence. the Government

11 be forced to exercise a se- and

leptive control over the egtab-
tighmnt of new firms and indus-
tx%eg-_ for sqme time to come,
and will hold the power to pre-
vént eéspansien or enforce con-
traction” in. existing _jndustries.
The ¢ erir.,!se nf his power in a
L 'n.?'r}g' in which a@dministrative
tajent is spread so thinjy ob-
viougly presents certain hazards.

A aitically impoértant aspect
of the Segcmﬁ Five Year Plan is
the lem which it poses for
interpal finaneial policy. We
were Lold that, if the Plan is to
be impleménted without undue
i':g_l tiopary pressyre, about 25
ner -egnt. of the projecled in-
enpase in per capita income will
lm‘;alai to be l_ailn--.mbed by savht';gx;

c or private. In a goun
:?;n as Pakigtan where real in-
comes are-80 low, and much of
the Inorease i incomie will be
wijdely, spread over a population

In making these observations
we have rtll;f t.'akgl Into aecount,
indeed it would have been im-

pgssible tor us to do so. the im- .

nact of the Indus Waters S¢heme
on Pakistan. We understand that
while the Scheme s of great im-
nortance to both India and Pak-
tstan, the finance planned under
:he Scheme }: mainly for works
n West Pak - It appears tn
us therefore t:nh“ when the
Scheme is being realized it must
have a gignificant impact on the
\2akistan eeconomy, It will be of
réal importance to assess this
Ampact correctly In relation to
the Second Five Year Plgn fram
the point of view of the incomes
it will generate among a large
labour force and the inevitabre
calls on technical and profes.
signal manpower <which will
erire even if the works are m-
dertaken by foreign contractaors.

THIRD 5-YEAR PLAN

We arrived in Delhi on the
24ih February and spent the next
week In discussions with Minis-
ters and officials. Between the
%pd and 5th of March we visited

amshedpur Rourkela, Maithon,
Asansol, Sindri and Caleuttu.
After vislti East Pakistan, we
returned to Calcutta on the 8th
Mareh. and then left for Soutn-
ern Indig. visiting Madras, Ban-
galore and Mysore. During this
time we were able to visit a
range of industrial installations.
community development projecia
and other development schemes
and fo talk with many officiais
of State Governments and prf-
vate businessmen. We returned
to Delhi on the 12th Mareh to
complete our work. Pressure of
time prevented us from wvisfting
Bombay, as originally planned,
Wwe wvery much regret thut
we dig not have the opportunity
of visiting this important centre.

The Indign Government has
just finished the prellminary
draft outlige of its Third. Five
~ear Plan, to take effect from
the 1st Aﬁr!l, 1961. A great degl
of work ‘has already been dorg
in bringing the draft Plan mto a
form !n which deeisions op it can
ba faken both by Union Minis
ters and by the State Govern
ments, which Is necessary undey
a Faderal constifution. But, as
these degcisions are stili In. thp
coursé of being taken, the Indlap
Government hias not oeen able 1
do more than explain tq us the
way in which ey were an-
proaching the Third Flan, an4
wayida us with estimutes of the

eneral orders of magnitude ip
which they were thinxking sp
that we could seg binadly how
the scale apd balance of the
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part by the good for«

Indian Government raised
its sights considerably in
' developing the
Five Year Plan,

The called for major increa-

and there was a new emphasis
on investment in basic indus-
try and in various resource de-
velopment projects in the pub-
K¢ sedtor. Partly because the
«mpo of investment was step-
lped up so sharply, and partly
'because of the swing of for-
tune in the other direction, the
| sécond Five Year Plan arn in-
ur  difficulties. Unexpectedly
heavy food import requirements
4appeared as lean years in agri-
culture succeeded the un-
usually good  harvests du-
ring the First Five-Year
Plan; budgetary difficulties
generated infigtionary pressures;
and a burst of private import
' demand so Leavily drained In-
|dia's foreign exchange resources
as to force abrupt cutbacks in
! .he programme in 1957. Emer
j gency assistance provided by a
number of foreign countries pre-
vented a breakdown of the Plan
and with this help the Indian
Government has succeeded in
carrying the Plan aliead on a
somewhat reduced scale.

e

.

| of the forelgn exchange ecrisis,
muech of the heavy investment
undertaken since 1956 is begin-
ing to bear fruit. Three new
stel plants are coming into ope.
ration and will shortly increase
(ndia’s steel-making capacity
from about 2 million tons to 6
million tons. There has also been
& Substantial growth in indus-
tnes suen as locomotives, vehi
cles, machine tools, chemicalg
&nd electrical enginering. Agr
cultural production has been ris-
ing, but the rate of increase has
lagged considerably behind the
erowing food requirements of an
expanding pulation. This is
partly attrlgztable to unfavour-
t ble weather, but also to delays
i1 fertilizer production and va-
) lous irirgation schemes, and to
¢ ‘fficulties in securing effective
i1ction at village level.

In brief summary, India's ex-
rerience with planning since
1951 has inevitably involved a
number of miscaleulations from
which much seems to have been
learned. Despite all the difficul-
ties the bas!c result of the First
and Second Five Year Plans has

Second us by senior officials are:

ses in investment in agriculture|

(]
Despite the disruptive effects

Plan proposes to take this pro.
cess one stage further.

The main objectivegs of the
Five Year Plan as outlined to

(a) to secure during the Third
Plan a rise in national in.
come of at least 5 per cent.
per annum the pattern of

: investment being designed

| also to sustain tils rate of

growth during the subse-
quent plan perlods;

|
(b) to achieve self-sufflciency
in foodgrains, and increase
other agricultural produc-
tion to meet the require-
memnts of industry and ex-
ports;

to develof) basic industries
such az steel, fuel and po-
wer and, in  particular,
machine-building capacity,
s0 that the requirements
of further industrialization
can be met within a pe-
riod of 10 years or so
mainly from the country’s
own resources;

(&)

(d, to ensure a substantial ex-
pangion in employment

oppogtunities; and

(e» to bring about a reduction
of inequaiities in income
and weaith and a more
even distribution of eco-
nomic power,

In framing the plan the Iu-
dian Government is faced with a
aumper of exceedingly difficult
decislons, On the one hand the
Government feels that if it is to
uchieve the twin objectives of a
gradually rising standard of life
ior the Indian people and reduc-

{ing thneir dependence upon fo-
reign aid, a very substantial in-
vestment effort is reguired now.
Ifi the mind of the Government
the urgency of stepping up the
investment effort ddring = the
Third Plan period is further re-
inforced by the expectation of a
substantial growth in popula-
tion over the next decade. On
the other hand. both Ministers
and officials recognize that the
poutical pressures existing in a
democratic society, which has
only recently gained indepen-
dence, impose a definite limit on
the sacrifices of immediate con
sumption to the needs of the fu-
ture which the Government can
ask of its people. Further, even
if the community ig prepared to
accept the maximum sacrifice
called for by the Govermment,
there would remain the complex

-

populatipn most of whom are liv-

. 1ng dangerously close to the sub-

' sistance level. This dilemma of
choice between present and fu-
ture needs is partieularly acute
In the balance of ents area
where Indian officials are aware
cf the risk that an excqssively
high investment level might
overtax India's forelgn exchange
resources, Including whatever
a'd may be supplied by friendly
foreign governments, and preecl
pitate another balance of pav-
ments crisis.

| In its present teutative form
the Plan calls for a very sub-
stantial increase of investmenr
from the $13.8 billion now sche
duled for the Second Five Yea

Plan to $20.9 biluon during tr

Third Flve Year Plan, dishkib

ted as follows among the maj

sectors of the economy:

AGRICULTURE AND
COMMUNITY DEVELOPMEN™

Agriculture and Commun.
Development Rs. 2.8 (H); Irri..
tion—mns. 1.3 (B); Power—Rs, .
t@); Vulage and small 1na.

i
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RHAPS influen been to start the proucess of de- administrative task of actually
£ infl oed m. velopment moving at an accele- securing the requisite Increases|
funealiten dingitheFi gt | rated pace. The Third Five Year in taxation and saving from a|

|Five Year Plan period; the|

Lowd—aiS. v.8 (8); Industry a.
minerals—Rs. 4.8 (B); Trausp.
and communications—Rs. .
wB8); Soclal services—Rs, 3.4 (...
and Inventories—Rs, 2.1 (B).

Total Rs. 20.8 (B).

This volume of investment .
expected to raise per capital
come, after ailowing for an .
pecied population growth
aearly 50 miliion, from about.
to about 74 dollars per annu..,
Mobilization of the :nternal ;.
nancial resources required for & .
investment programuie of thus
magnitude wowd require an in-
c.ease in the rate of saving, pup-
lic ana private, from 8 to 1z per
cent, including substantial In-
credases in taxation. On the ba-
lance of payments side, over the
‘flve year period this investment

rogramme s expected to open

up a gap requiring $6.5 billion
in foreign aid. In terms of an-
nual rates, this would imply an
increase of nearly 45 per cent
over the amounts (including
drafts upon exchange reserve)
utilized oy India during the Se-
cond Plar, .
. Without atempting an overall
ludgement on the dimensions of
the Plan, we would like to.put
forward the following observa-
tions:

(a) the targets set by the Plan
in terms of increasing per
capita income and laying
the foundations for self-
sustaining growth are in
themselyes relatively mo-
dest;
whether the volume of in-
vestment projected will

(b,

7

...-.noo.nnonanouctnnooon-.u.;tloglttll-lllIOICOIOIO.t‘..OOOO'l

llt.w-..m’l".liiiiiI".'...‘..“.‘

reach, fall sghort of, or
over-shoot the income
and other targets specified
depends on certain as
sumptions with respect to
capital - output ratios,
which inevitably involve a
great deal of guesswork.
Quite apart from the sta-
titical diffeiulties inherent
in estimating and apply-
ing such capital-output ra-
tios, the unpredictable ef-
fect of changing monsoon
conditions upon a predo-
minantly agricultural eco-
nomy Introduces into the
Plan an element of chance
which ghould be realisti-
cally assessed both by the
Government of India and
by the Governments from
which developmernt assis-
tance is sought:

(e} the Plan would unques-

tionably require sacrifices

in the form of increasea
taxation and savings
which present a challenge
to the political possibilities
and the administrative ef-
ficlency of the Indian Gov-
ernment.

(d) the Plan calls for a suffi-
ciently large increase 1in
external assistance to re-
quire detailed study of the
Plan by aid-glving govern-
ments who have to consi-
der domestic claims upon
their resources, and the
investment needs of a
number of other underde
veloperd countries.

On the question of the balance
struck by the Plan in allocating
mvestment expenditure among
the various economic sectors in
accordance with relative priori-
vies, we can only put forward
some tentative impressions. The
principal ones are:

(a) agriculture is stated to
have first oprlority. We
have been told that if more
could be done for agricui-
ture by diverting additio-
nal investment resources
to this sector it would be
done. We belleve that this
should be done if it proves
to be appropriate, and we
hope that reglonal and de-
partmental demands uper
India’s limited resources
will not override the order
of priorities set by the na-
tional interest, In this econ-
text we have been impres-
sed during our tour by the
extent to which the de-
mand for fertilizer by the
farm community appears
to have grown: we hope
that every effort will be
made to find within the

(b)
is soiidly founded upon
the availability of domes-
tic ;aw materials and po-
wer, and offers extensive
scope foy providing not
oniy producer’s goods, bul
also the kinds of consu-
mer’s goods which an ex-
panding economy will
need, while simultaneous-
ly saving forelgn exchange,
We are impressed with the
comparative cost advant
ages India at present
holds in produecing steel
and certain other metal
manufuactures, both heavy
and light.

(2) the industrial programimes

is likely to encounter dif.

fleult problems of phasing,

For example, the plans fo:

further expansion in stee!

making capacity do not
seem: to  be ambicious
when thev are set against

ihe present level of im.

ports and the probable

growth in the demand for
steel. But it will probably

(Continued on page 4)

the mdustrial programiae|
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(Continued irom page 3)

be some tlme before the

Steel plants which are

nearing completion are

working at optimum rates,
and the desirability of
achleving the ‘most effici.
ent utllization of existing
y capacity needs to be looks
ed at when deciding upon
the desirabllity of expand.
; Ing  capacity  further.
Again, ag an example, the
expansion of cpoking coal
output needs to keep pace
with the growth In steel
making capacity and the
| requirements of the ferti.
lzer industry: efforts
should be made to see that
difficultles in expanding
coal output do not prove a

bottleneck;
(d) both the agricultural and
B industrial development
programmes will impose
heavy demands upon
scarce resources of mana-
I gerial .and technical skills.
/ This ig particularly true in
the case of agriculture,
where the problem of edu.
cating more than 50 mil.
lion, farmers in improved
cultivation technigues
must clearly be approach.
ed on a sélective basis ra-
) ther than thinly. dispersed
over the entire agricultu.

ral front.

In framing their devek’ypment
plants,” the Indian Government
has also faced a serious dilemma
of choice between direet publie
lactlon and rellance on private

R e
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enterprise. While certain major
projects of power and water De;
velopment are beyond the capa
city of private enterprise, it has
proved extremely difficult to es:
tablish elear-eut dividing lines in
other areas in which the relative
efficieney if private as against
ipublle enterprise still remains to
.be tested. There has also been
some tendency for cut backs in
‘development planning to fall pri
marily upon the private sector
where relative priorities are less
readily identifiable than in the
publie sector, On the other hand,
the prevailing searcity of all
types of manufactured goods has
‘created the risk that Govern-
ment allocation of exchange, cre-
dit and other resources to indivl
dual private enterprises may
confer a virtual monopoly posi
tion with the consequent danger
of abuse. While recognizing the
natural desire of the Govern:
ment to prevent such abuse, it
.should be remembered that in-
‘tervention in the form of extra-
ordinary taxation or price con
trols designed to protect the ge-
neral public may sometimes
frustrate the normal market
process through which high pro-
fits in one area attract capital
and other resources from other
less profitable uses. If the issue
of public versus private enter-
prise has lost some of its sharp
ness, it is because it has become
more widely recognized that
both sectors of the economy
b have their contribution to make.

(TO BE CONCLUDED)
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A “World Bank Report A

World Bank Report
made public the other
day is a realistic appraisal
of Pakistan’s economy. The
hard fact brought out by
the report is that, if we are
to attain an increased deg-
ree of prosperity, or, if we
are to even maintain the
low standards of the pre-
sent, we must work hard in
the coming years, Further.
no matter how hard we
work, our chances, of suec-
cess are gloomy if we do
not receive liberal foreign
aid from the ‘“have” na-
tions. The gist of the report
is that, assuming we work
hard along the right direc-
tions and given the foreign
aid we need. it will be years
before we can achieve some
measure of economic well-
being. The friends of Pak-
istan should study the re-
port and then alone wil'
they realize the magnitude
of the task. This is imnor-
tant because, without their
help, Pakistan ecannot suc-
ceed in uplifting its people
and, without such progresa
here and in some other de-
veloping nations, , the well-
being of those at present
prosperous could be jeopa:-
dized.

Both Pakistan and India,
the report asserts, are
caught in . the “familiar
vicious circle of low in-
comes, low savings, and
low income,
which could not be broken
effectively without an in-
flow . of canital funds from
abroad.” The report notes
that both countries have
been suffering from a short-
age of foreign exchange
and had been forced to im-
pose strict import licensing,
Again, both countries faced
shortage of managerial
skills and were confronted
by population increases.
Both countries have to pro-
vide for extra food and

are dependent on foreign
aid not only for our deve-
lopment projects but also
for many essential imports. }

Priority in the Second
Five-Year Plan is rightly
given, as the report points
out, to attaining self-suffi-
ciency in food. That is the}
pre-requisite to success in
other spheres of the Plan.|
Attention is also paid to|
the mienace of water-log-|
ging and salinity which
snatch 70,000 acres every
vear of Jand from produc-
tion and lay it waste.
Fmphasis has a'so been
placedon developing indus-
tries which save
imnorts, encourage exports
and are based on local
skills and resources. A
healthv aspect of the Se-
cond Plan is that, under
the new administrative
nrocedure adopted by the
Government, development
exvenditure will be review-
ed every year and adjust-
ments can be made where
needed. The report has
pointed out that the rates
of increase in output and
per capita income envisag-
ed by the Plan are modest
and, even then, “strenuous
efforts” are needed to mar-
ghall internal resources—
not to mention the foreign |
aid required.

The Second Plan aims at|
achieving a 20 per cent

-

inerease in national |
output by 1965. With
population expected to

increase by 10 per cent, the
Plan envisages an increase
in income per head of about
two per cent per annum,
Even this modest goal can-
not be met except throu
strenunous efforts. Of
Rs, 19,000 million needed
for the Plan, the Govern-
ment can _ get Rs, 11,000
million internally and

another Rs. 1500 million in |
nrivats farsion investmant |




other necessities required
by 18 to 20 per cent increa-
ses in population over the
next ten years.:

What are‘the main eco-
nomic problems of Pakis-
tan? At the time of Parti-
tion, Pakistan had no in-
dustries worth the name.
In recent years it has been
faced with “staenation” of

. agricultural production. The

. report mentions “the lack
of effective action” to edu-
cate the farmer im imnro-
ved produection techniques,
or to provide him with ade-
quate supplies of seeds,
fertilisers, pesticides and
credit as contributing ta
the agricultural morass. Tn
these, may be added thn
absence of land reforms,
severe droughts. the devas-
tation caused by floods. the
damage done by locusts,
and the uncertainty and ir-
regularity of canal waters.
Whatever the causes, the
fact remains that, with her
population increasing and
food production lagging be-
hind, Pakistan had a food
deficit' that was a heavy
drain on its foreign ex-
change earnings.

Ag far as the PFirst Five-

Year Plan of Pakistan is
concerned, the Plan has
fallen f short  of its
targets "in most fields—

and the Plan was not
over-ambitious to start
with. The adverse

terms of trade had been an
important contributory fac-
tor to the situation. With
the prices of our exports
stationary or lower, and
the prices of our imports
constantly increasing, we
must export two times as
much as we did ten years
ago in order to maintain
our level of imports of that
time. This is a serious situ
ation and Pakistan has

been drawing international}

attention to it for severa
years. Had the world listen
ed to its pleadmg's to stabi
lise the prices of the agri
cultural products, the deve
loping countries would no
have lost Rs. 2.600 millior
during the 1957-58 reces
sion, The result iz that we
~y

e — i o o R At e

leaving a substantial gap
that can only be met by
additional foreign aid. This
has also been emphasgized
by the report, which has
called for an increase of at
least 30 ner cent in the
foreign aid. The report - is,
a reminder to the peovle of
Pakistan that theirs is a
hard road and to Pakis-
tan’s friends that their as-
gistance is vital. This is a
mora' duty because the in-
dustrialised nations, with
14 vner cent of the world’s
peonle, enioy 55 per cent
of the world’s income. It is
also plain commonsense
dictated by enlightened

self-interest. .
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1| viding ecauntries, It would be na

i BANKERS® MISSION

REFORT 111 |

(Cyntinued from page 3)
weel each of the aid-giving and
rid-regeiving countries, It will
s¢ of the first importance there-
.pre to ensure that the policy

g ald-providing  Govern-
gents with respect to the scale,
2¢m and terins of the assist-

. » piovided should be ade-
auately eg-ordinated. Otherwise
nere is liable to be a waste ot

<nurees and effort and unne
cessary international friction. In
the context of bilateral aid ex-
.ended by a considerable number
of governments, a reasonable
neasure of co-ordination should
nake possible the provision of

arta of a particular country.
iultilateral aid of this kind pro-/

sreatest benefit from a given vo-|
ime of aid.

Foreign assistance on anything
iike this scale would create prob
.ems and responsibilities for
soth the countries providing ang
hé countries receiving ald. It is
the responsibility of the eoun-
.ries providing aid to recognize

'e rational soverelgnty and as
virations of the coumtries that
they are assisting. On the other
hand, countries recelving aid
nust recognize that the Govern-
ments of the aid-providing coun
tries must satisfy their legisla
tures, and that legislatures will
require ‘to be assured that the
aiireceiviag’ countries’ methods
»f handling their economic poli
Jies are realistie and that aid
provided is spent on the purpo-
ses contemplated by the aid-pro-

tural for the aid-providing coun
riss to pay partieular attentiol
to the determlnation. which the
ald-receiving countries show i
oursuing such tasks as growing
enough food to meet their needr
and expanding. exporis. The ne-
eergity for discussions between
aid-giving and ald-recelving Gov,
eriments which this unples
must be accepled as a necessary
consequence of the democratic
process.

Now that postwar reconstruc f
tion hag been completod and sun
stantial progress nas been maoce
in restdring a measure of inter,
4allopal equilibrium, a beginning J
has been made with the problem §
of providing assistance for ‘the|
economic deévelopment of lest)
advanced countries. Thls begiy |
ing has largely taken the form |
of, the provisian by the Govern
ment of the Ynited States ot L

e ]

“tikins of developing countries anc

; those wha give aid,

‘than one year. We draw atten-§

funds to meet particujar needs |
together with relatively sinalle; |
measures of assistance by the
Umted Kingdom and other Gov,
ernments. The growing aspira

their desire to undertake largej
seale development are becoming
increasingly evident and seem to
tdemand a broader basis of aid
enibracing a larger number qf
aid glying countries. This js like
lv to pose major problefss fo
international economic policy ir
the years ahead. _ \

Sovernments such as those of
India and Pakistan when formu
lating their development nlans;
would naturally wish to have|
some assurance about the fo
reign aid that will be fortheom |
ing over the periods of the plans. |
The Governments of aid-giving
eountries for constitutional rea-
sons are not, in 4 position to ap
nrppriate expenditure for more

tion to this problem because of
the genuine difficulties it create:
bpth for those who receive and

-d which is not tied to the ex |

-ides thé hest way of getting the}

{w the full amount

A

1
course of development by re-!
moving the kinu of barriers
which restrict the exy oppT-
iunities of developliig countrivs.
The process of develogment, and
the growth of new areas of in-|
dustry which it brings with 1,
must inevitably exert a profou.d
influence on the whole pattern
of iuternational trade. If coun-’
tries with lohger establislied
manufacturing industries resist
this process of change by main-
taining barriers to the tree fluw
of trdde, the space of develup-
ment will be retarded, and more '
aild will be required. ’

We should also emphasize the'
aeed for sconomie co-operat:pn
setween the developing coun.'
tles themselves, We have been
:mpressed by the disruptive ym-
sact of partition upbon the ecano.
iles of India and Pakisian.
#hile considerable progress nas
oeen made in co-ooeratign uet-
ween the two untries, we
vould like to emphasize the
11eed for policles which would
promote further co-oper. Lion
and foster trade of a coruple-
mentary character, and reauce
che danger of economie separa-
ism. The trend of the times not |
aly iny, Western Europe but else-
wvhere in the world str@agly
sriented towalds  international
:conomic co-operation. Here on
‘he sub-continent similar app r-
unities for co-operative efforts
n the field of trade and exploi-
tation of natural resources exist.
(t is obVious that sueh economic
s0-operation between India and
vakistan is not only to the ad-
vantage of both countriey but’
tlso to the eapital supplying na-
tions of the Atlantie community.

Finally, whatever .may be the
Jdnal programme developed by
the two countries hoth (ioverrn
Jents need to bear {n mind tha
there can .be no assurance tha
the Governinents of the 1uof
highly industriallzed countrie
will be in the pesition to provid.
sid over the period of the Plan:
requested
this underlines the neeessity tc
2stablish flexibility. in botn Plans
0 that cutbacks in expenditure
f lower priority can be ade
vithout dispupting the wholt

plans, - ‘

Before cencluding, we should |
ike to express our thanks to the
wvernments of India and Pakis
an for the gourtesy ‘and hosp:
ality’ with which they have re

Ceived us. We are grateful fo
he opportunities which we have
wean given 10 see something of
he progress of development in
ndia and Pakistan, and we have |
een greatly helped towards bet-
#r- undeérstanding of ‘the prob-
eins confyon these two coun- |
ries by the full and free discus-
ions whiech we have had with
Ministers, officials and private [
ndividuals. We were given

- 2yery ,assistance in accomplish-|

ng. the purpose of our Misslon,
'nd we would like to thank all
hose who have contributed to

his end. A

(CONCLUDED)

ol .

IACHI 1

L BRI A R



d-i

which we should refer. Both In-
dig .and Hakistan face the risk
of erop failures from time }ﬁ
fime, Over the period of t
forthcoming Plans it eannot be
expected that either country’s
forejgn exchange resources will
he large enough to finance im-|
noris of food on the scale which
wpuld be necessary. In recent
vears, the United States Govern-
ment has made food supplies
available under P.L. 480 to megt
these needs. Should such erises
recur, additional forelgn assigt-
ance in some form over  and
above such support as may haye
been given to development
| vlans, would be required if eco
-pple progress is not to be com-
pletely checked.

The role of private investmeht
as a source of assistance for de-
velopment mus{ not be forgotten
or under-estimated although its
, immediate impact i5 not likely to

be large: It Is important that the |
Governments of countries segk-
ing aid should recognize that
the flow of private long terni
funds is one of the sources .of
investment finance which more |/
developed countries wish to fgs-
ter and that if they are to uge
the potential sources of aid to
the full they will need to create
eonditions which will attract,
orivate capital from abroad. Pri-
vate foreign investors on the
other 'hand should be prepared
to accept that the Indian apd
{Ps_klstanl balance of payments
difficulties imply that these}
epuntries can in general only Ac
tept private foreign investment,
of a kind that will either be imn-
port saving or export earnipg
-An - inereased flow of private’
1{orelgn investment will also de

pend upon ithe willingnées o
the eapital-supplying equntries,
to foster sueh an outflow of pri-
vate funds. We are the more con
cerned to stress the importance
of private cupital from abroad
.Jecause, as the economic strud

ture of these two countries is
{ brought nearer to viability witk
the help of Government to Gov-
| ernment assistance, it should be
possible to substitute the ordi-
l-narv- flow of private jnvestmasn!
| for the more exceptional forns
of aid. & :
l. The. more highly  industrial
' countries can further assist the]

] \

.

||

There is another point w‘r"_]
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Shoaib Satisfied With
?( Bankers’ Report X

HOPES FOR: INFLOW OF
MORE FOREIGN CAPITAL

KARACHI, April 24:

Mr., Mohammad Shoalb, F inance Minister, said that the

Bankers' report was “on the whole very good. They have
discussed our problems very fairly,”

He saig he expected that as a = -
result of the report “and the
confidence shown by them in'
pur economic policy, there will
be more foreign ecapital fortn.
coming for investment in Pakis.
tan.”

He disclosed that he will be
proceeding to Paris next week
to attend the opening eeremony
of the World Bank’'s Paris office
scheduled for next Friday. i

Mr. Shoaib said from Paris he
will return to London to attend
the Commonwealth Prime Minis.
! ters’ Conference. He is expected
to return to Karachj about May
13,

He said that second Develop-
ment Plan:“is foremost in our
mind and naturally I shall ex
| plore every possibility of attraet.
dng foreign capital to ensure the
success of the Plan.”

About the Canal Water talks
with India under the aegls of
the World Bank, the Finance
Minister sald there was "noj

deadlock there and the talks are
sing on’. He however sald that
ere would be ‘a short recess in
the talks which will be resumed
.n London.”

He further sald that Pakistan’s
budget for the fiscal year 1860
;} will be announced an June

1

IN HYDERABAD

Mr. Shoalb indicated in Hyder-
abad yesterday that the present
coinage will cease to be a ‘legal
tender’ from Jan, 1, 1962 on.
wards.

He was talking to newsmen at
the Hyderabad Railway Station
on his way to Karachi from Ra-
walpindi. : '

He said the Government will
introduce the decimal coinage
throughout the country, in all
probability from the beginning
of next year.—UPP/PPA,
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Sproul Favors
Large Aid to
India, Pakistan

By LINDSAY ARTHUR
News-Call Balletin Pinaneial Editor

The risks and hazards of investing heavily in India
and Pakistan are justified, Allan Sproul, noted banker,

declared yesterday.

The course followed by
the 500 million people in the
two countr,ies will have
. repercusswns on
the security of
the U, S, he said.

The former
president of the
Federal Reserve
Bank of New
York, now re-
tired and living
in Marin County, spoke at a
luncheon of the World Af-
fairs Council of Northern
California in the Mark Hop-
kins Hotel.

EARLY LAST year, the
U. 8. Senate proposed a mis-
sion to study development of
the two mnations through
economic aid.

Mr. Sproul; Herman Abs,
chairman of the Deutsche
Bank of Frankfurt, and Sir
Oliver Franks, chairman of
Lloyds Bank, Ltd., of Lon-
don, were appointed by Eu-
gene Black, president of the
World Bank, as members of
the private mission.

NO INSTRUCTIONS were
given by the three govern-
ments nor by the Interna-
tional Bank for RecOfstrue-
‘tion Development, Mr.
Sproul explained.

The three bankers spent
six weeks in the two coun-
tries this past spring.

India’s third five-year plan
will begin in 1961 and Paki-
|stan is about to begin its
second five-year plan, In the
case of India, projected de-

ARTHUR

i\relr.q:u'nen'c would

require
$6.5 billion in foreign assist-
ance in five years.

MR. SPROUL said that it is
possible thgse programs can
be financed without in-
creased aid from the United
States.

The time has come,” he
declared, “when other ine
dustrial nations of the free

(world can and should pare

ticipate more heavily in this
investment.

“There are indications
that this is being recognized
and given effect.”

Mr. Sproul called attention
to the “test” between the
free world and communism.

HE SAID claims of the
accomplishments of totali-
tarian methods Tlood across
the borders from Russia and
Red China.

The banker, emphasizing
that he was voicing personal
views, said he “welcomes”
the assistance given Ingia by
Russia and her satellites.

“I do not think this as-
sistance will sway the politie
cal development of India,
one way or another,” he
said.

Mr. Sproul noted that pro=
grams- of aid .to India ang
Pakistan are long term an
huge in size. He said their
development cannot be
achieved without sacrifice.

THIS ELECTION year
would be a good time to gain
thisunderstanding, Mr.

Sproul proposed.







Sir Oliver Franks...

Defines the problem of the under-developed nations as
follows:

“They face a vicious cirele . . . Low living standards and
free, broadly democratic societies cannot produce sufficient
saving for capital. This circle can be broken In one of two
ways. It can be brokem by tyranny, which, by enforcing hard-
ships on the people and holding down their standard of living,
forces the savings for rapid development; or it can be broken
by capital from outside which gives a free society the chance
both to develop and to remailn free.

“This viclous circle for country after country will be broken
one way or the other in coming years. We have had evidence
in the Middle East how real and how urgent these problems
are. I do not understate when I say that the world balance
will shift decisively against ws if we fail”
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h AfI‘lC& has shown a suddenly awakened interest.

36 lhere was not a single trade agreement between Africa
:; by the end of September, 1959; fifteen agreements were in
ugh African-Bloc trade is still a small percentage of the total,
sed by 50 percent over the past five years, and at least 25
wuinea’s total trade is now committed to communist nations.
dition to military and economic aid programs in Egypt, the
1 1959 extended a $100 million long-term, low-interest credit
and at the same time announced several grants; Czecho-
» extended an unspecified line of long-term credit to Ethiopia;
Inion granted a $35 million credit to Guinea; Czechoslovakia
d this with capital goods in exchange for pr: oducts from Guinea
a military aid mission; and communist China contributed a
o the same eountry.

Jnited States has not yet concluded any aid agreement with
ha end of 1959 there was one American specialist working in
English teacher provided by the United States Information
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§8.5 Billion Foreign Capital Needed

By India and Pakistan for 5-Year Plans
Abs, Franks, Sproul Report T~ ™

2 Washington

Foreign capital needs of India and

Pakistan far egment ﬁ;!a»year ans
th 10od o

Their ntudy presum “‘a
oplmond* and observations
mevltably gserve as .

billion

nancing of the
Indus River Waters

lOll

sive lrrigaﬂon and
nt works. Cost of F
rou ge estimated at wm_l_' lion
would be underwritten b, orld Bt.nk
and the nations of the '
chiefly the U. S., Britain and West

Germa.nya

The World Bank, se  as mediator
between Pakistan and in the po-
tentially explosure :hsputa over the use |
of the river, has brought substantial
agreement on a practical plan of de-

velopment.
Five-Year Phns Biaensled

develo

The Abs-Franks-S report dis-
cusses the Indian and Pakistan emnmia
ang til;ed pr:plalﬂml of hlamdm gricultural
an s mas upj
standard of ]h'llwo ZTOW
lations.

Some measure of the scale of M
‘problem is sean in the rapid growth

population, which in the
I.'BIE Pl]ﬂ-

majr amount to 18-20% of fi
stan’s 90 million and In

Current flve-year plans envisage na-
tive and foreign capital investment with
a goal of 5% per annum rise in pational
income to keep ahead of population
growth and to pmvide capital for future,
expansion. India is now in its third five-
year plan, Pakistan in its

The three bankers observe that past
five-year plans have embodied inevitable
miscaleulations from which much has
been learned.

For Pakistan primary attention is upcm
agricultural self-sufficiency, and
bankers voice a.pg:val generally of t]us
smgram and of pattern of industrial

evelopment laid out to support it.

For India, agricultural self-sufficiency
also has a high priority. As to industrial-
ization, priori given to devel-
opment of basic industries to meet the

needs of further industrialization with|

-India’s ‘'own resources.

Capital, Managerial Lack

Severest problems, according to the
Abs-Franks-grmul report, are the short-
age of capital and foreign exchan
relation to the prospective needs t
two countries, and the lack of tramed
management personnel. Significant sen-
tences in their report are:

“The most striking feature of the sub-
sontinent’s development problem iz its
heer scale. Not only are real incomes

but with a population of 90 million
in Pakisian wsd €00 millioy i Indis,
the capital resources required to gen-
arate even modest increases in real in-

comes are very large.
“Managerial talent is scarce and it
may prove difficult to carry through de-

cisions effectively in their detailed appli-
cations to the individual at the level of
the worker and the farmer.”

Large Grants Required
The three bankers’ conclude that the
scale of the problem rules out an ap-
E:u roach similar to the Marshall Plan in
rope, India-Pakistan development will
take many foreign exchange
available will not meet the payment re-

quirements of short-term loans.
They believe, therefore, that overseas
aid for the development of the two na-
tions must be to a IarTe degree granhts-

in-aid or loans on very long term at non-

conmmercial interest rates. The new
Inbernat!onal Devel t. Association,
the “World Bank affiliate now in process

omluﬂun “to mlln this type of
observe, will be

three bankers
homﬂltophymomthnnlmhorrole
in the next few years. Tbul much ofthe

hon

ﬁ‘aﬁml Reserve
QF

Former President,
Bank of

Ghﬁnnié.zégégvnqhéizmnmm

HERMANN ABS

Chairman, Deutsche Bank, Frankfort
am Main

assistance can be depended on in the
years ahead,
$8.5 Billion Needed

The report indicates that, without tak-

mg into account the Indus Waters proj-

a sum equivalent to around $8.5

b:l ion will be needed for the current

five-year plans of India and Pakistan.
This is divided as follows:
(In Billions)

Paki-
India stan Total
Development Imports $4.0 $1.4 $5.4

Balance of Payments
Delleits ..o ava o 15 03 18
Fooll® . oo vivsvsiosin 11 02 13
$6.6 $1.9 $85

*Largely from U, 8. agricultural sur- _

\71"’7&_ Lwa.cc,@u 8—:_‘2.«\"49.1 £

-

(e —

pluses.
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