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Mr. Federico Consolo 

Irving S. Friedman 

illiCTAD Tenth Session - Supplementary Financing 

Mey 14, 1970 

Mey I suggest you reply that ve would probably present our 

report in oral form. If at the time it seems necessary, perhaps 

Mr. Sacchetti could join you at the UNCTAD meeting. 
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REF. NO. 

UN NATION S UNIES 

TELEPHO!\"E : PLAZA 4-1234 

CABLE ADDRESS • UNATIOI'<S, !\"EWYORK • AD ESSE TELEGRAPH! UE 

UNITED ."ATIONS CO)IFERENCE ON TRADE AND DEVELOPMENT 

5 May 1970 

Dec.:!" F:ted : 

I have been asked by the Secretary of the Trade and De
velop~e~t Board to try and ascertain whet~er the World Bank 
intends to ?resent its report on supplementary financing to ? 
the tent: session of the Board in written or in oral form. 
E::.ther procedure 1muld be perfectly acceptaole from our stand-
poi~~. but in the event that you vnsh to submit a written report, 
it would be appreciated if the report could be made available to 
~~ - Chossudovsky in Geneva not later t' an 7 August, in order to 
give the necessary time for t anslation, repro uction and dis
tribution . 

Hith best personal regards. 

Nr. Federico·~ Consolo 
Specia: Representative for 
ur Orga.11izations 

Yours sincerely, 

~~ b 
S. Dell, Director 
Rew York Office of UNCTAD 

InterP-atio al Bank for Reconstructio. 
and Develop~ent 

18: H Street, N. W. 
Washington, D. C. 20433 

,.· 



INTERNATIONAL BANK FOR 
RECONSTRUCTION AND DEVELOPMENT 

INTERNATIONAL DEVELOPMENT 
ASSOCIATION 

0 FFICE 0 F THE PRES IDENT 

INTERNATIONAL FINANCE 
CORPORATION 

May l 1970 

Mr . Sacchetti phoned -- said he doesn ' t understand 
what trouble he is asking for as letter of March 2 
(attached) to Perez- Guerrero states "Please be 
assured that there will be a report to the Trade & 
Development Board on progress in the field of 
supplementary financial measures" . 

10 : 20 



Mr. Ugo SacChetti M83" 1 , 1970 

Irving S. Friedman 

tmt'l'AD Annual Report 

Why the last paragraph, particularly the last sentence 
re we looking tor trouble? 
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FROM : 

SU BJ ECT: 

INTERNATIONAL DEVELOPMENT I INTERNATIONAL BANK FOR 
ASSOCIATION RECONSTRUCTION AND DEVELOPMENT 

INTERNATIONAL FINANCE 
CORPORATION 

OFFICE MEMORANDUM 
Mr . Irving s. Friedman DATE: April 30, 1970 

Ugo Sacchetti ~ . s;. 

UNCTAD Annual Re:eort 

Further to my memorandum t h is morning on this subject, I would 
like to add t h at the Departments providing the material have given 
their clearance for it to be transmitted to UNCTAD . 

I would suggest that since I FC has provided material for 
transmittal to UNCTAD, a copy of your letter be sent to either 
Mr . Gaud or Mr. Qureshi . 

A R 3 0 1970' 

Jr. -I ~-r ...,.., .. 
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• 
(Signed) RobertS. McNamara 

1. o . :rt s . ' _ a 

ce: Mr . Demuth 

~rc 

~v 
Irving s. Friedman/dm 
March 2 1970 
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Irving -

I think that you will want to 
handle the attached letter from 
Perez-Guerrero. 

R.H.D. 
~~ 

... ";) 

<..~~ '1>0 _ ~0 
From ' 
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INCOMING MAIL ROUTING SLIP FEB 2 4 1970 
I t.tr. Aldewereld Al226 Mr. Knapp 

' 
Mr. Alter A837 Mr. Lejeune 

Mr. Baum C303 Mr. McNamara 

~r. Benjenk A7f2 Mr. Mendels 

Mr. Broches A813 Mr. Nur ick 

Mr. Cargi II A600 Sir Denis Rickett 

Mr. Chadenet C303 Mr. Ri pman 

Mr. Chaufournier C702 Mr. Rot berg 

Mr. Cheek C702 Mr. Stevenson 

Mr. Wn . Clark D928 Mr. Twining 

~r. Cope A214- Mr. Votaw 

I Mr. Demuth Dll28 Mr. Wiese 

Mr. Diamond C9 13 Mr. Wi ll iams 

Mr. El Emary C502 Mr. Wright 

Mr. Fonte in C602 

Mr. Fowler Al219 

Mr. Friedman Al221 

Mr. Goodman C602 

Mr. Graves Dl122 

Mr. Hoffman Dll23 

Mr. Kamarck D529 

~- vtt 
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Al230 

A7-12 

Al230 

Al219 

A802 
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D827 

D532 

DI032 

A600 

A837 

C502 

A84-l 

1 From: Communications Section, Room C219, Extension 2023. 
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UNITED NATIONS NATIONS UNIES 

TELEPHONE , PLAZA 4-1234 

CABLE ADDRESS • UNATJONS. NEWYO RK • ADRE SE TELECRAPHIQUE 

UNIT ED NATIONS CONFERENCE 0 TRADE A D DEVELOPMENT 

OFFICE OF THE SECRETARY-CEI'>ERAL OF THE C:O:'<FEREi\"CE 

19 February 1970 

Dear Mr McNamara : 

The representative of Brazil at the recent session of the 
Trade and Development Board suggested that the World Bank be 
invited to report to the tenth session of the Board on progress 
in the field of supplementary financial measures . He did not 
propose a specific resolution on this matter and was, of course, 
aware that resolution 60 (IX) of the Board had invited the World 
Bank to "make available from time to time" reports on the extent 
of progress made in this field. 

I am sure that a Bank report to the Board at its tenth 
session would be much appreciated. At the same time it is clear 
that it must remain within the discretion of the World Bank to 
decide when and in what form to report to the Board on this 
question. 

Mr Robert McNamara 
President, 

Yours sincerely, 

International Bank for Reconstruction 
and Development 

1818 H Street, N.W. 
Washington, D. C. 20433 
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TO: 

F ROM: 

S UBJ ECT: 

INTERNATIONAL DEVELOPMENT I INTERNATIONAL BANK FOR 
ASSOCIATION RECOI'lSlRUCTION AND DEVELOPMENT 

INTERNATIONAL FINANCE 
CORPORATION 

OFFICE MEMORANDUM 
}'i.les DATE: February 27, 1970 

Assistance Teams 

Richard H. R 3 1970 
/2.._ ~ 

United Nations 

The United Nations is establishing a series of technical assistance 
teams , each to cover groups of smaller and less advanced developing coun
tries . While formally attached to the Regional Economic Commissions , 
these teams will be controlled both as to budget and as to staffing by 
the Department of Economic and Social Affairs at UN Headquarters . The 
model for these new offices i s the UN office in Beirut which, in the 
absence of a regional economic commission for the Middle East, has per
formed many of the repc.•rting functions of an economic secretariat but has 
a lso f urnished advisory assistance to governments in a variety of fields. 

The UN is underscoring its pr3gmatic a~proach to this expc~imer.t . 

The number and exact nature of such groups will depend to rt comd ~ierable 
degree on experience with the first two groups which the UN is :;~t:t:ing ur. 
in Africa . If the experiment is successh;l , the UN vmuld then g-radually 
set up othe1 eroups in Ah.ica , Asi~, Lat ·in America and the Carib~t::an . 

The recruiting of personneJ ~ortirul3rl~ adapted to the scope and location 
o f these grou1 s would 1->P a "llc-ttlPc of the>. greatest importance . 

· The purpose of t!::2SEo- oper.::i:i( .. tdl !:earns (as distinc~.- from the t:cgional · 
economic commissions \vhic;, a1.e nr.;!•-:-.peratin!la] would be to give, \·~hen re
quested by govE?.rn- ~1'-'!!tt:S, ad·v::.ce rmc1 technicc.l assistance not onl::/ in the 
techniques of economi -::. 'lnd ;;ociaJ programming and planning, but qlsc :i-T'. 
specific sectors suc.h as public ?dminj stx:.:::tion, trade policy, industrial 
;:::-ograrr.rdr..g . agricult•1ral prog:t. .. HCJling ar ~d employment policy . Tnis assi3t 
ance 'I.V'Ould be conceivP.c as broai]y and as flexibly as possib l e , s o that 
t he Peed:.> of govc~nmer.tc could be r.tet at any stae~ i11 the pr p3ration a.-.ci 
execution of their plan:-. The t~m ' 'truu-:-,le shooting" has been u:::.ed r:u 
de&cribe , broadly the kLnd of St'. rv :i r..:e the UN hopP.5 these regional teams 
will b~ able to provide to govo~nTh~nt~. 

The te.3ms would be organized \·Ji thin the frame\vork of the UN, that is , 
with t he participation of UNCTAD and UNIDO . The UN would also expect to 
enl ist the support of ~crtain Specialized Agencies . Pre l iminary contacts 
wi t h FAO, ILO and ffiJESCO have beeo encouraging . . It is premature to specify 
the form cooperation ~v-1 th the asend.es would take . 

The UN feels that the est..:blishment of these teams is in line with 
some o f the recommendations of the. Jackson Capacity Study . Thes.e teai!)S , 
once they had ~roved their worth, might be of h.e.lp to goverrunents. and UNDP 
Resident Representatives in implementing th.e development cooperation cycle 

·,· 

t 
l 
i 

• 



fi.les 

recommended in t h e Capacity Study. 
it, the UN would place the teams at 
sentative to give him assistance. 
the cost of these teams. 

cc: President's Council 
Area Departments 
Projects Departments 

~2- February 27, 1970 

Should the UNDP Administrator so wish 
the. disposal of the Resident Repre
The UNDP would then be asked to share 

All field offices and resident missions 
Mrs. Boskey 
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INTERNATIONAL BANK FOR RECONSTRUCTION AND DEVELOPMENT 

OFFICE MEMORANDUM 
DATE : February 20 , ~970 

~-;- ~~i "L Z Steuber 

u. ·cr\D, Trade and Development Board - Third Part of the Ninth Session -
?ebruary 2 through 16 1970 

l. If this report has any semblance of orderliness, this is not neces -
sarily a reflection of what actually happened during the discussions 

which i'lent on for more than two weeks . A "second resumed session" of 
the Board had become necessary primarily to finalize the preparation of 
a document containing the contribution of UNCTAD to the United Nations 
Second Development Decade (DD II) . Although there were about two dozen 
items on the a genda (a good many of them of interest to the Bank and 
referred to briefly below), the deliberations on DD II took up most of 
the t i me. At earlier sessions, beginning with the 8th session of the 
3oard in January 1969 , the Board had been unable to agree on a general 
s t r ategy regarding DD II, mainly because the developing countries'desire 
to map out UNCTAD action during the 1970's on the basis of firm time
tables had met with the opposition of the developed market economy coun
tries. _ In September 1969, the Board entrusted its President (Ambassador 
sante of Ghana) and Mr . Perez- Guerrero , the Secretary- General of u~CTAD, 

to produce a text regarding UNCTAD's contribution to DD II in close 
consultation with a number of permanent delegations in Geneva . WUh the 
exception of the problems of the volume of transfer of financial re
sources and of shipping , Messrs . Asante and Perez- Guerrero succeeded in 
presenting a compromise text which, in Mr . Asante ' s own words , while 
bei ng a "disappointing.document", still was the best possible solution 
in view. of existing realities . The text did not engage any of the some 
15 delegations which took part in its elaboration. 

2 . At the beginning of the present session ther~ were a great number 
of exhortations from· both developed and developing countries that 

t is compromise text should be accepted without major_alterations; ot'1er
wise there would be no hope for an agreed position . Delegations should 
t heref ore refrain from proposing any substantive amendments . While this 
view seemed to be shared by many during the first few days, at the end 
of t he first week there was already a flood of proposed amendments from 
t~e various groups or from individual delegations . A contact group 
(open to all ·delegations) and later on a drafting group of 17 were estab
lished to reconcile these amendments . Tne second week at times saw 
extreme confusion since many of the amendments were either consolidated, 
changed again or withdrawn. It had been hoped earlier that most amend
ments were advanced mostly for tactical reasons in order to be withdra~~ 
at a later date in a give- and- take exercise; this proved only partly to 
be true . · 

3. A n~~ber of delegations, most importantly the Latin American ones, 
but also some developed countries, clearly felt that regarding es 

pec ially t he volume of transfer of financial resources (perhaps the most 
important item on which agreement was not reached), it might be preferable 
to have the matter settled at the highest political level, . i .e. the 

.... p 
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To: FILES February 20, 1970 
page 2 

United Nations General Assembly.This strategy might also accomodate a 
number of donor countries, most importantly the United States (the 
Petersen Report is still not out). 

4. The session saw a further crumbling of group cohesion and solidar-
ity . This applies to the 31 developing countries members of the 

Board (withthe Latin American members still tending to take the most 
extreme positions) , but even more so to the developed market economy 
countr i es (Group B) . For example , there are now three different texts 
regarding the volume of transfer of financial resources emanating from 
Group B countries, wi t h France , the Netherlands and Sweden going as far 
as agreeing that before the middle of the decade the one percent of GNP 
aid volume target should be reached . At the other extreme, the United 
States' position, supported by Australia, is very much more guarded. 
The final document regarding UNCTAD's contribution toDD II (which will 
not be ready for some time) thus contains, in footnotes and annexes, a 
host of amendments , statements by groups or individual delegations and 
clarificatio~ to the original text presented by Messrs . Asante and 
Perez- Guerrero . In other words , the efforts of the Board to arrive 
at a reasonable compromise have failed in many important respects. A 
fuller discussion of substantive issues follows, after a brief review 
of a number of other items of interest to the Bank. 

Tenth Session of the Board -- Inclusion of Agenda Item 
concerning Supplementary Financing 

5. During the discussion of the provisional agenda for the tenth ses-
sion of the Board, a number of Latin American countries, speaking 

first in their own name (Brazil, Chile, Colombia, Guatemala) and later 
on expressing a group position (throu~~ the representative of Costa 
Rica), requested that supplementary financing be included in the agenda 
of the tenth session. To this effect they asked the Bank to prepare a 
progress report on the subject. The Bank is of course under no obliga
tion to furnish such reports at particular dates, since resolution 
6o(rx) invites the IDRD only to make them available "from time to time". 
After consultation with Head Office I made a statement to the Board, 
saying that the Bank will be ready to make such a progress report to 
the tenth session, but would want to leave open the question of whether 
it shall b~ in written or oral form . My statement was well received 
by the Latin American group; Guatemala specifically stated that they 
would not necessarily expect the Bank to come up at that date (August/ 
September 1970) with final arrangements for supplementary financing . 
Several Latin American delegations also referred to a paragraph regarding 
supplementary financing in the final document of the CIES (Caracas, 
February )-6, 1970), in which the IBRD is asked to "accelerate" its 
analysis of a supplementary financing scheme. 

6. The position of the Latin American group was supported by Switzerland, 
Jamaica and Syria. Australia expressed doubts whether by l~te August 
the Bank would be in a position to say anything substantive, and the 
U.S. delegation was frankly hostile to the inclusion of a new agenda 
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item, advancing the main argument that the TDB should at least wait 
until after the 1970 Bank Annual Meeting ; in any event, the Bank 
staff would in all probability not have enough time until August/ 
September to complete its consideration of such a complex scheme . 
Referring to the*document, the U. S . also explained that it had sup- /*CIES 
ported the paragraph concerning supplementary financing , but that 
their main intention was to "accelerate" things through the u.s . 
executive director in the Bank. 

7• Finally a compromise solution was agreed upon; instead of hav
ing a separate agenda item, paragraph 7(c)(i) of the agenda now 

reads: 

"financing related to trade, including the relevant 
part of the report of the Committee on Invisibles 
and Financing related to Trade , · and a progress report 
by the IBRD on supplementary financing . " 

International Monetary Issues 

8 . Under this seemingly vague heading took place a brief discus-
sion of the (by now well- knowV proposed link between the IMF 

Special Drawing Rights scheme and development financing . The Board 
had before it a report of the Expert Group on International Monetary 
Issues (TD/B/285/Rev . l) . The report envisages two "main avenues" 
for creating a link, either by way ofrdirect contribution to IDA of 
some proportion of the developed countries'annual allocations of SDR's , 
followed by an immediate exchange of such SDR ' s,into the national 
currencies of the donor countries concerned; or through a contribu
tion of national currencies to IDA in some proportion of the develop
ed countries' annual SDR allocations . 

9· The subject had already been referred to by Mr . Asante in his 
opening speech, where he had characterized the SDR scheme as a 

"prescription by a team of rich doctors to cure the gout of rich 
men" . The report of the Expert Group required consideration in depth 
and concrete practical suggestions; it should also receive "the 
serious attention" of the IBRD (the IMF was not mentioned on that 
occasion) . Mr . Perez- Guerrero also made a statement (attached), 
mainly paraphrasing the report of the Expert Group . The Secretary
General termed the report "a document of outstanding importance" and 
"a particularly constructive effort" . Alluding to the widespread 
reservations , especially by Group B countries, regarding the experts' 
recommendations , he said that "the heresies of today may become the 
orthodoxies of tomorrow'!. 

10. The IMF (Mr . Edgar Jones, Head of the IMF Geneva Office) made 
a rather detailed statement (attached) in which he pointed out 

that the IMF Articles of Agreement did not permit SDRs to be alloc
ated to , or even held by, development financ ing institutio~s . However, 
if member countries wished t o commit larger amounts t o development 
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aid in consideration of their receipt of SDR allocations, that was an 
entirely different question. Furthermore, he stated that the IMF 
Managing Director hoped that the increased easing of reserve positions 
resu~ing from SDRs would lead to an expansion of aid. OWing to the 
proposed IMF quota increases, developing countries' quotas could in
crease by about 34 percent, broadening their possible access to the 
general facilities of the Fund as well as to the compensatory financing 
and buffer stock financing facility. 

11. It is well known that most developing countries agree with the 
conclusions of the Expert Group. In view of the already full 

agenda, and following an intervention of Group B, everybody agreed 
that no substantive discussion should take place. It was therefore 
decided to refer the report of the Expert Group to the CIFT and to 
request the CIFT to report to the Board at the earliest opportunity, 
preferably at its lOth session. 

Special Measures in Favour of the Least Developed among 
the Developing Countries 

12. At its last session the Board had considered a Secretariat paper 
on the subject which, on the basis of six economic and social ind

icators, arrived at a composite index allowing for the ranking of 90 
developing countries, 30 of which were considered to be "least devel
oped". This approach had been heavily criticized. A new paper 
(TD/B/288), written by a group of experts, was submitted to this ses
sion. The approach taken is more pragmatic and policy-oriented. The 
experts recognize that any classification exercise of the type prev
iously attempted was "of limited meaning in terms of international 
economic policy", and that any special measures had to be related to 
"special problems" in specific countries. The report then lists a 
number of characteristics pertaining to the least developed countries; 
but -- and this was pointed out several times in the subsequent debate, 
all of these characteristics apply to a greater or lesser degree to 
any developing country. 

13. The experts then considered what "special liileasures" might be 
envisaged for the least developed countries within each of UNCTAD's 

fields of activities (commodities, manufactures, development finance, 
regional integration, invisibles, trade promotion, transfer of tech
nology, etc.). Any such special measure should be designed, in the 
experts' opinions, to eliminate or attenuate the basic handicaps of 
the least developed countries. While the problem of the character
ization of the least developed countries has probably still not been 
solved satisfactorily (supposing that the concept itself is really 
meaningful), the experts' recommendations still have a greater air of 
realism since they do not recommend, for example, one single "policy 
package" for any least developed country. 

14. Chapter IV of the report regarding development finance , is of 
special interest to the Bank . It is recognized that insufficient 

absorptive capacity is very much a problem for the least developed 
countries, and in the debate this was pointed out again by some deleg
ations; especially the Italians thought that among the "special 
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measures" , there should be foremost those designed to increase ab
sorptive capacity. Among the special measures recommended in the 
financing field are: financing of local costs to the greatest pos
sible extent; the use of "flexible criteria" in the assessment of 
project "profitability"; the widest possible use of grants or loans 
on IDA terms; the terms of supplementary financing to be not harder 
than IDA terms. Well enough, but another recommendation (see para
graph 40 of the report) seems puzzling and appears to go against 
the general approach taken by the experts, since they believe that 
"short-term financial assistance including suppliers' credits on 
appropriate terms is of special importance in meeting the capital 
requirements of the least developed countries." 

15. Although about 20 delegations took part in the debate, not much 
of substance resulted from it. There was a consensus that the 

pragmatic policy-oriented approach, . adopted in essence by the Group 
of Experts, was the most appropriate to deal with the highly complex 
problem of identifying the least developed countries. Most repre
sentatives stressed the need to continue the study of the specific 
problems of the least developed countries as well as the formula
tion of the corresponding measures to be adopted in their favor. 
Many also pointed out that it would be the responsibility of the 
continuing machinery of UNCTAD, in conjunction with other inter
national bodies, to devise special measures. Some delegations ex
pressed the view that co-ordination within the entire U.N. system 
was necessary, 

16. A resolution on the subject (TD/B/L. 210) was adopted unanimou~ 
ly; amongst other things, it requests each of the main commit

tees and subsidiary bodies of UNCTAD to consider the problems of 
the least developed countries and submit concrete proposals to the 
Board on what effective measures might be taken within their fields 
of competence. 

International Shipping Legislation 

17. The UNCTAD Working Group on International Shipping Legislation 
held its first session in Geneva from December l to 12, 1969 

(see document TD/B/289). The Working Group considered itself not 
so much as a body dealing with reform in the field of international 
shipping legislation, but rather concerning itself with the econo
mic and commercial aspects of international legislation and practices 
in the field of shipping from the viewpoint of their conformity with 
the needs of the developing countries. The representatives of these 
countries in the Group pointed out that they did not have equal bar
gaining power in the ship- owner/ship-user relationship. They claim
ed that this affected their countries' balance of payments adverse
ly. The developing countries' unequal position existed, it was 
claimed, because most of them did not have an opportunity to part
icipate in the creation of the existing rules of maritime l~w. In 
the opinion of the developed countries members of the Group·, the 
existing rules of maritime law seem to be working satisfactorily, but 
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they conceded that there might be room for certain improvements; it 
was up to the developing countries to point out what the actual im
perfections were. 

18 . The main task of the Working Group was to agree on a program 
of work, and the following main priorities were established: 

(l) bills of lading; (2) charter parties; (3) general average; (4) 
marine insurance . All developing countries present in the Group 
agreed that bills of ;lading should receive top priority in the work 
program, mainly because of all the legal instruments regulating 
maritime transportation, bills of ladir~ affected the greatest number 
of interests, groups and individuals. It was therefore agreed that 
the UNCTAD Secretariat should undertake a major study on bills of 
lading. 

19. Although about a dozen delegations took the floor regarding 
the report of the Working Group , there was little substantive 

discussion. Both the developing and the Group B countries general
ly agreed with the work program proposed by the Working Group, and 
in particular with the priority to be given to a study on bills of 
lading. Some developing countries were concerned about indications 
given by the Secretariat that it would take as long as six · years 
to carry out the full work program. Some smaller developed countries 
(e . g . New Zealand) warned that no artificial dividing line should 
be drawn between the interests of the developing and the developed 
countries, since many smaller developed countries did not have 
fleets of their own. 

20. In the end the Board decided to transmit the report of the 
Working Group to the U.N. Commission on International Trade Law 

(UNCITRAL), and agreed that provided documents would be made avail
able to governments for study at least six weeks in advance, the 
Working Group would hold its second session from November 30 to 
December ll, 1970; should this not be possible, that session would 
be held not later than early February 1971. 

Preferences 

21. In accordance with the undertaking given by the Group B coun-
tries· during the third session of the Special Committee on 

Preferences , the Secretary-General of the OECD on 14 November 1969 
transmitted to the Secretary-General of UNCTAD the substantive doc
umentation entitled "Tariff preferences for developing countries", 
with ten annexes containing individual submissions of prospective 
preference- giving countries. The substantive documentation embodies 
the common position as well as 'individual positions of developed 
OECD countries concerning the principal characteristics of the gen
eralized scheme of preferences as envisaged by them,including the 
hypotheses, reservations and conditions upon which the preference 
systems are based. Austria, Canada, Denmark, Finland, Ireland, 
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Japan, New Zealand, Norway, Sweden, Switzerland, the United Kingdom, 
the United States and the European Economic Community presented sub
missions. 

22. During the discussions at the Board, the Group B countries made 
it clear that so far there were only individual submissions, 

some of them still incomplete, some subject to further interpretation. 
Further consultations within the OECD would continue with a view to 
harmonizing the individual countries' positions. This is of course 
what the developing countries want, although Belgium, for example, 
stated quite frankly that they did not see any possibility for the 
OECD countries to arrive at such a common position . Some developing 
count ries (e.g. Afghanistan) stressed that the preference scheme 
would benefit only a small number of relatively advanced developing 
countries . Finally, it was decided that the next meeting of the 
Special Committee on Preferences should take place from March 31 to 
(possibly) April 17; further consultations between the Group Band 
the developing countries will take place at that session, 

Calendar of Meetings 

23 . The Board decided on some changes regarding the calendar of 
meetings for 1970, as originally proposed in document TD/B/203 . 

The main change of interest to the Bank is that in view of the ses
sion (newly scheduled) from March 31 to April 17 of the Special Com
mittee on Preferences, the Committee on Invisibles and Financing 
related to Trade will meet at its 4th session on July 20 to 31, instead 
of April . Some delegations thought that the CIFT meeting was now too 
close to the lOth session of the Board (August 25 - September 18, 1970) . 

Preparations for the third UNCTAD Conference 

24. There was a consensus that: 

(a) consideration of the provisional agenda would be 
completed at the tenth session of the Board; 

(b) the site of the Conference would, provisionally, 
be Geneva; 

(c) the Secretary- General of UNCTAD would be request
ed to continue consultations on the date of the 
third session of the Conference but provisional
ly, early 1972 appeared to be the most suitable 
period. 

Other references to the Bank 

25. Early in the session the representative of the World Confedera-
tion of Labour made a rather long statement regarding the Conf

ederation's views on development problems . He proposed, amongst 
other things, the transformation of the World Bank Group into an inter
national development fund, very much along the lines of the old SUNFED. 
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I subsequently had lunch with this gentleman (Mr. Nguyen van Tanh, 
Deputy Secretary- General of the WCL) , and after a good talk he seem
ed to recognize that his statement might have been a little rash . 

26 . The Pearson Report was referred to (only once) by the President 
of the Board, who said he hoped that the United Nations would 

consider the report "at the highest l evel" . 

Items Deferred 

27. The following subjects were considered briefly but deferred t o 
a later date: 

UNCTAD and World Public Opinion (agenda item 17) . It was 
agreed that consideration of the two draft resolutions sub
mitted at the first part of the Board's 9th session should 
be postponed to the lOth session. 

Growth, development financing and aid (agenda item 6) . 
A draft resolution, remitted to the Board earlier by the 
CIFT (TD/B/2)6/Rev . l), was again referred back to the CIFT, 
without prejudice to its consideration at the Board' s lOth 
session. 

Contribution of UNCTAD to DD II 

28 . The final document on the subject is still based on the compromise 
draft arrived at late in 1969 under the sponsorhip of Messrs . 

Asante and Perez- Guerrero . The document will be fairly long and 
probably somewhat confusing in view of the large number of state
ments regarding group and country positions (about 20 were made at 
the end of the session) , proposed amendments , etc. which will ap
pear in footnotes and annexes . Late in the session the delegation 
of Ghana (most probably at the inspiration of their fellow country
may, Mr . Asante) moved that the debate on item 3 of the agenda 
(UNCTAD's contribution to DD II) be closed; this in all probability 
would have implied that most amendments and additions be dropped ex
cept for the (relatively insignificant) amendments on commodities, 
terms and conditions of aid, trade relations, debt service , insurance , 
and tourism agreed on earlier in the contact group and for the 
sections in the report dealing with the volume of transfer of fin
ancial resources and with shipping, the two subjects on which Messrs . 
Asante and Perez- Guerrero had not been able to arrive at an agree
ment . But the move by Ghana was defeated; most developing countries 
voted against closure , while practically all developed countries were 
in favor of it. 

29 . Regarding statements which reflect group positions, the two 
most important ones came from the socialist countries and the 

Group B countries (see TD/B/L. 215 and L. 217) . The Group B~tatement 
is in·no way a reflection of any common position concerning major 
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issues; it rather lists briefly a number of reservations which part
icular groups of delegations within Group B had made . Finally, it 
was agreed after considerable and at times heated "discussions regard
ing the precedence of texts , that each paragraph on which there had 
been no consensus be referred to in a footnote in the following way: 

"This draft paragraph was submitted by the President of 
the Board and the Secretary-General of UNCTAD on their 
own responsibility after consultations with a number of 
heads and senior members of permanent delegations, as 
envisaged in the Board's decision of 22 September 1969. 
Alternative texts or amendments were submitted on which 
the Trade and Development Board was unable to agree. The 
Board will continue its efforts with a view to arriving 
at an agreed text for this paragraph. The alternative 
texts and amendments appear in annex ••• page ••• ". 

30. The document (TD/B/L.216/Rev.l) as it is available now begins 
with a section on goals and objectives; three main concerns 

should guide UNCTAD in its work: 

(a) the developing countries should achieve the maximum in
crease in their net foreign exchange earnings from ex
ports; 

(b) the resources at the disposal of the developing countries 
should be supplemented through financial and technical as

. sistance from the developed countries; 

(c) the flow of modern technology to the developing countries 
should be increased. 

31. The substantive sections of most immediate interest to the Bank 
concern: 

A. Commodities -

32. Efforts in this field should aim at securing the following bene
fits for the developing countries: 

( i) 

(ii) 

(iii) 

(iv) 

st"able, remunerative and equitable prices for 
primary commodities; 

improved access. to the markets of the developed 
countries; 

measures to promote marketing and consumption 
of primary products including those in processed 
and semi-processed form; 

a reduction in the dependence upon a narrow 
range of primary products. 
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33· Within the commodity field top attention is given to commodity 
agreements and arrangements, including buffer stock financing. 

A timetable for the consideration of these matters is to be drawn 
up before the launching of DD II . The formulation of a General 
Agreement on Commodity Arrangements will be kept under active cons
ideration. Further paragraphs concern pricing policy, access to 
markets , and competition from synthetics and substitutes. Finally, 
a section is devoted to diversification programs; at the end of 
that section it is stated that "close co-ordination and co-opera
tion between UNCTAD, FAO, IBRD, other competent organizations and 
governments should be continued or established, in order to avoid 
the diversification efforts of individual countries leading to, or 
perpetuating, over-supply of certain commodities in the world market." 

B. Manufactures and Semi-Manufactures 

34. The key section under this heading concerns, of course, prefer
ences. Other sections deal with tariff and non-tariff barriers, 

export development and promotion, etc. 

c. Financial Resources for Development 

35. In a brief introductory statement it is recognized that "devel-
oping· countries must, and do, bear the main responsibility for 

financing their own development", and that "external resources in 
support of development should not replace but should supplement 
domestic efforts". The statement that "the fullest mobilization and 
most effective utilization of the domestic resources of developing 
countries is possible only with concomitant and effective external 
assistance" brought reservations from some Group B countries, part
icularly the United States. 

36. The section on the volume of transfer of financial resources was 
one of the most hotly debated. In the original compromise text, 

the section was left blank since no agreement had been reached . It 
is well known that most developing countries want the bilateral donors 
to achieve the one percent of GNP aid volume target by 1972. In ad
dition, they also propose a target of 0.75 percent of GNP for net of
ficial transfers, equally to be attained by 1972. It was on these 
points that the Group B countries were most divided among themselves. 
It might have been possible for them to arrive at a common position, 
but some delegations wanted to avoid having a text which expressed 
only the lowest common denominator. Thus three different texts exist 
now, reflecting differing viewpoints of groups of OECD countries: 

(a) France, Netherlands and Sweden: 

__ This is the most "positive" text, since it recognizes the 
desirability for developed countries to reach the one 
percent of GNP aid volume target before the middle of the 
1970's. In addition, it also states that an official 
transfer target (no percentage given) and a date for its 
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attainment "would represent a basic element for the 
implementation of the international development strat
egy". 

(b) Germany, Italy and U.K.: 

On the target date for attaining the one percent of 
GNP aid volume, the text states that in the view of 
the developing countries, this should be achieved by 
1972 . . All countries which have not yet attained the 
one percent volume targe~ should do their utmost to 
me~t it as rapidly as possible. On official transfers 
"it is desirable that a substantial part of the aid 
of the developed countries should consist of official 
development aid and that the developed countries should 
endeavour to increase, within their possibility, this 
part of their aid." Fin.a].y, the. text touches on the 
possibility of individual declarations of intent by 
donors. 

(c) Australia and United States : 

This is the most reserved and non- committal state
ment . Regarding the date for the attainment of the 
one percent volume target , the text mentions 1972 
(as desired by the developing countries) and 1975 
(as recommended by France, Netherlands and Sweden), 
but goes on saying that "other do~or countries do not 
feel able to accept a precise date". Regarding of
ficial transfers , the text states that "governments 
of the developed countries supplying the bulk of 
resource transfers to developing countries encounter 
difficulty in committing themselves to specific targets 
to be fulfilled by pre- determined dates. Moreover , 
the resources which individual developed countries 
can make available differ in composition, in view of 
the difference in their economic structure." 

37. Still under the heading of "Financial Resourc es", the section on 
terms and conditions of development assistance expresses the hope 

that DAC members will reach soon the norms set in the 1969 supplement 
to the 1965 terms recommendation. The Bank study on techniques of 
lending is also mentioned under this section, and it is hoped that 
the study will "facilitate further steps to improve the terms and 
conditions of assistance". Multilateral interest equalization is 
also referred to, but.only "en passant". Another section is devoted 
to the debt problem; C?mmercial credits are especially singled out 
in this respect. It is further said that arrangements for forecasting 
and, if possible, forestalling debt crises should be improved, and 
that both developed and developing countries should do their best to 
avoid them. Regarding multilateral financial transfers, the volume 
of resources made available through multilateral financial iristitu
tions should be increased. Brief reference are made to the SDR link, 
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the outflow of financial resources from developing countries, and 
private investment . Finally, supplementary financing is referred 
to in one paragraph. The wording that "the IBRD is workii}.g out 
arrangements for supplementary financing" seemed somewhat unfortun
ate to Mr . Franco-Holguin and the writer, and I therefore suggest
ed a change to "the IBRD is working on possible arrangements"; this 
amendment did appear in one of the early collections of amendments 
proposed by Group B, but since later Group B withdrew the paper, 
the earlier version is maintained. 

D. Invisibles including Shipping -

38. Under this heading there is an interesting paragraph on tourism. 
It is stated that member states recognize tourism as a develop-

ment industry. Governments of developed countries are then invited 
to endeavour to avoid exchange restrictions on tourism. The most 
controversial subject, however, was and is shipping. A draft text 
arrived at the contact group still shows wide areas of disagreement 
(see Misc.27) as evidenced by the large · number of square brackets. 
In all the previous as in the present discussion, the main problem 
has been cargo reservation. There was also no agreement on more gen
eral propositions . Should the developing countries have an "increas
ing", a "substantially increasing", or a "substantial"participation 
in the carriage of maritime cargo? The "agreed" text regarding 
requests from developing countries for financial and technical as
sistance in the establishment and expansion of national merchant 
marines brought reservations especially from the United States,which 
considers that vessels should be financed exclusively through commercial 
channels and on commercial terms. 

E. Implementation Review -

39 · Under this heading it is recognized that "UNCI'AD will have a 
major role to play with respect to matters within its field of 

competence in any review procedure that may be set up by the General 
Assembly for the assessment of progress towards the achievement of 
the overall goals and objectives" of DD II. Here again the Group B 
countries warned that this text should not read as in any way pre
judging the decision to be taken by the General Assembly on this 
question . · 
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List of Participants 
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Revised Calendar (TD/B/L. 203/Add. 2) 

UNCTAD's Contribution to DD II 
• Text presented by Messrs . Asante and Perez-Guerrero 
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Dear Mr. Y.cNamara, 

Mr . Demuth 
J an . 28 , 1970 

UNITED NATIONS CONFERENCE 
ON TRADE AND DEVELOPMENT 

I should like to consult you about UNCTAD 1 s continuing work in the 
field of economic co-operation among developing countries • .' In this 
context I would like to refer, in particular, to the forthcoming session 
of the UNCTAD Intergovernmental Group on Trade Expansion, Economic 
Co-operation and Regional I ntegration among Developing Countries and our 
preparations for the session. 

1 Economic co-operation and regional integration among dev~loping 
cotu1tries is naturally of great concern to UNCTAD , and we regard the 
seflflion of the Intergovernmental Group as a potentially important 
contribution to the achievement of t he aims set out in the "Concerted 
Declaration on Trade Expansion, Economic Co-operation and Regional 
Integration areong Developing Countries" (decision .23 (II)) adopted by 
thEI second Conference at New Delhi in 1968. By this Declaration the 
Conference recognized external finance and t echnical assistance would 
cont~ibute to the solution of "7-he problems face~ by developing countries 
and ould supplement the special efforts that they are making at present. 
In t e Declaration the developed co11ntries indicated their willingness 
to sppport the efforts of devel oping countries to co-operate among themselves. 
In particular, the developed market economy countries set out a number · 
of possible measures of suppor~ fo r initiatives in regional co-operation 
iru•t [ tuted by developing countries, including assistance to help the less 
advHbced areas of a particular group to share in its benefits. 

I It is my hope that the mat erial prepared for the Intergovernmental 
Grc1up , and its subsequent deliber ati ons, will result in an improved 
under standing of those problems f aced by developing countries in the field 

I 

Hr . Robert S. McNamara 
Pr esident 
In,:er naticnal Bank for Recor "t ru~til)n 

~md Deve lop~1en t 
18:..8 H Street N.W. 
\<la:::hi gtor. D. C. 20433 
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of economic integration and co- operation ~hich can be surmounted more 
effectively ~ith international support, and ~ill form a basis for action 
by developed countries in the areas so identified. 

I enclose a copy of the agenda for the Group's session . In our 
preparations for the consideration of the subjects of t rade policy questions 
and financial and payments aspects of trade expansion , economic co-operation 
and regional integration, ~hich you ~ill see form a major part of the 
agenda, '~El have selected several topics ~hich ~e feel may be usefully 
considert~d in an international forum 'at this time . Papers in preparation 
~ill examine policy measures ~ith regard to multilater al payments 
ar angemeuts among developing countries; measures in the field of suppliers' 
crl3dit and credit insurance; the untying of aid to facilitate trade among 
developing countries; and means for ensuring that reverse preferences 
granted b~, developing to developed countries do not impede agreements for 
the expan:;ion of trade among developing countries . I shall, in due course , 
seni you t he results of the ~ork in these fields . / 

May I dra~ your particular attention to items 1 (a) and 1 (b) of the 
enclosed agenda , and in this connexion seek your assistance in our 
preparations for the Group's ~ork. You ~ill note that the UNCTAD 
secretariat has been asked to prepare a summary revie~ of the progress 
made by developing countries in their economic and trade co- operation and 

. in their efforts at regional integration. We have been requested to base 
tbi~ review on advance submissions by organizations dealing ~ith these problems . I" 

I It is not our intention that this revie~ should pr ovide a general 
trettment of a~l aspects of economic co-oper ation and regional integration 
arno g developing countries. As you kno~, general · debates on the subject 
of rade expansion and economic integration among developing countries 

I 
have taken place in recent years in the Trade and Devel opment Board and 
tbe JConference . These discuss ions, as ~ell as 'submissions by regional and 
sub---regional groups, led t o the formulation of the Concerted Declaration. 
Fu.ri:.hermore , an opportunity for the general discussion of these subjects 
iE provided in the context of UNCTAD1 s periodic Revie~ of International 
Trade and Development. I rather have in mind that our review should concentrat 
on ~he specific problems confronti ng developing countries whi.ch in your 
opinion might ~ell be considered at this time . Our aim is to promote an 
e~.change of i nformation among dE'veloping countries and members of region 1 
anc sub-regional bodies, a nd to facilitate consideration of these questio s l, 
b~1 developed countries and the appropriate international institutions. 
o~- courc: e, not all aspects of your organization's activities ~hich r elate 
tc. econc·mic co- operation a:11.ong ceveloping countries require international 
ccrt~ideration at this time , but you may wish to highlight those areas 
wi· £' te a specific difficulty h ts been encountered , or areas ~here internat onal 
a · t: istar.ce has already fac ili t a1.ed the solution of a problem. Frank treatment 
o:· uch problems in t he secretariat document may contribute to their I 
sr: lut:ion by ')r ompting a j oint allalysis by r epresentatives of developing j 
c :.un triE·s , r •::J ional and su'--rnGj ON 1 bod:es , and developed countries. 

It is of great impor t ance to HS that our review shonld b_e based upon 
pt·actice.l ex_jeri ence obtai ned b;· oq;aniu .. tions such as yours 'in recent years. 
I should therefore be very gratE~f'ul if you could provide us with your ideas 

, r· 
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on the matters I have touched upon in this letter. I would be 
particularly happy. to receive your views as to the subjects · which might 
usefully be included in our review, supplemented, if · possible, by specific 
examples taken from the experience of your organization. 

In order to be able to issue the review in good time before the 
Group's session scheduled for July-August 1970, I would greatly 
appreciate it if we could receive your reply by 2 March 1970. 

, 

II 
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Mr. Andrew M. Kamarck January 8, 1970 

Irving S. Friedman 

Trade and velopir.ent Boardt third pert o'f the ninth s sion, 
G n v , 2-13, F bru.a.:ey, 1970 

As we discussed. be1'ore, I do think th t it ould b worthwhi~e 
having someone at the mTCTAD Cont'erence. tor s · of these 1 tems, 
particularly Ag nda ite 2, 6, 15 , d, po ibly, 27. 

I wonder it Mr. Sacchetti ould be the right p rson tor this! 
Perhaps the tvo of you could disouss it d let ha your 
recollllnendation • 

'!hank you. 
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OFFICE MEMORANDUM 
TO: Mr . Irving S. Friedman 

FROM: R. M. Sundrurn ~ 

suBJECT: UNCTAD Study of Performance 

DATE: December 3, 1969 

I am enclosing for your information, a copy of a 
memorandum I am sending to Messrs . Kamarck, de Vries and 
Henderson . 
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FoRM No. 57 INTERNATIONAL DEVELOPMENT I INTERNATIONAL BANK FOR I INTERNATIONAL FINANCE 
ASSOCIATION RECONSTRUCTION AND DEVELOPMENT CORPORATION 

OFFICE MEMORANDUM 
TO: DATE: December 3, 1969 

FROM: R. M. Sundrum 

SUBJECT: UNCTAD Study of Performance 

1. UNCTAD Secretariat in New York have prepared a preliminary report 
on "Development Performance and Policies in Developing Countries". This 
is, presumably, in response to a TDB Committee on Invisibles request 
that the "secretariat should continue .to collect and analyze indicators, 
including any practicable composite indicators which might be devised, in 
an effort to establish a more objective basis for assessment of what 
developing countries are achieving in mobilizing internal resources and in 
making effective use of available resources, both internal and external, 
and also to bring out more clearly particular problems in the field of 
-development policy, which should be the aim of developing and developed 
countries, where appropriate in cooperation, to overcome." 

2. UNCTAD Secretariat has convened an informal meeting of experts to 
discuss their report on Monday, December 8. I shall be attending from the 
Bank. I shall be grateful if you can give me any comments you may have on 
Chapter 4 of the report, a copy of which is enclosed. It discusses some 

.new varieties of performance indicators, which you may find interesting. 
I am sure UNCTAD Secretariat would appreciate hearing from you, if you 
have comments after the meeting. 

3. It has not been possible to make copies of the rest of the report, 
but interested staff members may borrow the one c~py I have in my office. 
Chapter 5 on 11A Comparative Analysis of Development Policy for Selected 
Countries" has not been circulated to us yet. For your information, 
Chapter 1 is introductory matter which does not raise any new issues. 
Chapter 2 plays about with ranking countries on the basis of inco~e, 
education, health, other variables like cars, radios, telephones, steel 
and electricity consumption, and labor force in agriculture; using sum 
of raiksas a composite indicator for groups of these variables. Chapter 3 
is mainly concerned with the following: 

(i) an explanation of variation in rates of growth by regression 
on investment ratios, population .growth rate, imports growth 
rate; 

(ii) an explanation of variation in domestic savings rates by 
regression on export-income ratio, per capita income, income 
growth rate and population growth rate; 

this ·section considers the residuals from the regression 
as possible measures of a country's special performance over 
and above the average as norm; 

(iii) study of export performance, following Mr. de Vries' work, 
especiall y in terms of "competitiveness", and its regression 
on trade position, commodity and market concentration, and 
of inflation; 
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(iv) Tax revenue as a performance indicator and its regression 
on per capita income, extent of foreign trade, share of 
agriculture and rate of inflation; here also, residuals from 
regression have been considered as possible indicators of 
"extraordinary" effort. Countries have also been ranked by 
income elasticity of tax revenue. 
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.Y. 10017 

ISFriedman: rf!}IT 
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TELEPHO~E: PLA ZA 4-1234 

CADLE ADDRESS • UNAT ONS , :"\EWYORK • AvRESSE TELEGHAPlliQIJE 

UN .:'ED NATIONS CONFERENCE CN TI'A:)E AN0 DEVELOPMENT 

OFFICE OF THE SECRETARY-GE!\ER AL OF THE CO:\FEREi'\CE 

29 October 1969 

: enclo~2 heTet-Jith a copy of the report of the UNCTAJ Expe:-t 
Grot . .., on Inter:le-..:ional Monetary Issues entit.J..ed "International 
l1or.ccary Refo:m a:..d Cooperation for Development". Under sepc:.rate 
~ove~ we aye send~~g you 60 additional copies for the Executive 
Boa=d a~d staff o~ the Bank. 

We expect t~e report to be considered by the Trade and 
~e7elopme t 5o&~~ ~tits secoL~ resumed ninth session in Febru~ry 
1970 .. 

I should ~~ke to take this oppo=tunity of thanking you most 
wa·m:y fu: h-!i~g sent Mr. Ugo SaccGetti and M=. Pacrick de ?o~.ten~y 
as "J... :: rep:re..:;er_·tatives to the mee .:in6 of the group . As on previous 
occs..,ions, >~essrs. Sacchetti a-ad de Fontenay were most helpful in 
every 1/!c.y i:~ respor:ci.ing to points rc:ised in the group and in assist
ing 1~~ ~liberations . 

I ~vpe that you will find the report useful and constructive. 

En :...)sure 

Mr .. R.S .. HcNamara 
P:.. ..::sici :.t 
In~ernational Bank for Reconstruct_o4 

a.""'c .!J2velopment 
8:8 H Street, N.W . 

Wau .. :.agton, D. C. 20433 

Yours sincerely , 

--·<-
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~.-,~~~·~:~_ _0? TRJ0.'JSNITT.4L ':J TE:S SECRE:'AflY-GE2~ER.8ili OF 

TE:S UFITED NATIONS CONFERENC:= ON TR.A:.DE _5.ND DEVELOPMENT 

\-·.Je :aave t:-:e honour to submit hereVJi th our report P LDteTnational Monetarv Reform 

:.:1n4 Co_::Q12§.I_at ton D8velc:mment, which we were invited to prepare in pursuance of 

:::-esolution 55 (VIII) of the Trade a-11d Develo·oment Board .. 

1~eotir1g3 ue~e held. a-c the Headquar.:ve:::·s oi' the ·United !.'Tc:.tions from 17 to 25 

September· :_ 69. At the request of the Grou], Dr. Ganani Corea served as Chai:"~;:an, 

Hr. Albert Kervyn -e Lettenhove as Vice-Chain:121 anC. Hr. Paul Streeten as Ra~:_Jortet!.:..". 

Ls requ"' ted, we have e:x:a!lrined, in the li~ht of :(·esolv.tion 32 (II) o-:: ·,:,~:e Ur~:..ted 

r-.:..tion..:: CoE.:3r-.-.'lC8 o·.-, ·n-e..de &.'1d :Jeve:opir..ent.? l"ecent deve2.opments in the \·JOrld eco-::..o::~y 

in. ger..e:-al_. an.d in the inte:.:·national monetary system in particular, vJith a vie1..r to 

elucidatlng ·_;heir __ ::r_pact on trade and growth of developing countries. ~~e have also 

agreed on certain recommendations regarding desij:-able next steps. 

He Hish t ex ... J_"es s our gratitude for the valuable assistance so generously 

rend.sred by tLe observe::'s from the International Bank for H.econstruction and 

DevvlopEe~t, t~e :nterna~ional ~bnetary Fw1d, and the Orgru1isation for Economic 

Co-operation and Development. vJe are particularly grateful to all the members of 

the secre"CarlEC~ who i.vO:"ked Hi th us. in various ·capa61 ties. They gave us unstir ... teC., 

s~ilful an~ devotcc.tslpc 

V. S. .Ltlk!::..mov 

Franc:..s Bator 

Ignacio Copete Lizarralde 

Gamani Corea 

Otto R. Dc~~ner 

Claude GI·uson 

Alber·v !\c::cvyn de Lettenhove 

Respectfully yours, 

Carlos :Massad 

Philip l~degHa 

I.G. ?atel 

Jeno Redei 

Guido Rey 

Paul St~c-eeten 

Antoine Yameogo 
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o:-c v::.:.~-.;-~::.lly ::._::__ ·..,:.-_;.; :.ssiles wl::::.ch were p::..accd b0.:c:-e -r,he!:!, i:n.clud:.n;:, par-;:,icu::..&:::'::..y c. v __ ,_. 

q_-:....es v:...~-- o.f ___ :..-..:.::.:..; -;:,ne craatio::1 of Sp .... .Ji.:J.l Jra1...ring R::.ghts Hi th -r,'_e provis.::.o::: of 

cave~o~~ent ~ss::.stcnce • As they have pointed out, H!rilc hitherto a co-..L>J.t::::-7 ~•. cq' ..ired. 

. cnt -: ~cc.de if ":-_'-· developed coun-';;ries Cieclc ed that this sav:i ::1g of resoc;.rccs > 

,,,-:_.-_.:;::::.-.. c..:.:-· VJ.e~:::..., ... :c -r,l-~.; :n.a:cional or at the \vo:~::..c. levc::;_, s .. ould accrue to -c. ose ::ost in 

::ccc.., -:.::-_.: : ::;o::::-est cc-...:..YJ.tl~ics, az:d t~at t:-_e r.::.-::ter co'Clltries should have to E;:::.Yr: a-: leas-: 

-;, .. _ ::. oi: _:!e c..C.'---:.:..o: .. to the:.r reservesn .d : ::c:::..ieve -r,hat the Group 1 s a...>J.c:Lys:..s o: -;:,:'lis 

:::1~::-.:c:- 1.-:.s.rr~:-:s care..:·~::.. -tudy and th3.t i -v _:::..:_ c::.ssist ::.r: focusing atte;:tio::: o:: &.n 

'::::3 repo:.1 L. conL.ains a m.l!."nber of OL.t:er reco::l.':'..endations of inportcr-ca i-k_.::.c:l will, I 

~ s~·v recv:.ve duo consideration in t~e e::ort to ensure that tl::o i~tcres-:s c:.d needs 

t: e :·..:r~c .. :..o: .. :.ng of t~e Horld 1 s nor..etary systt::::::. 

partJ.c:..~-..v3 i:=J. i..ror2.d- wide nonetary arrangenen-r,s -v/c.:.ch waul- facilitate a.."'l o-·cr-C.::.l and 

ger .. eral expar..s:.o::-! of ,,,orld t_ ade G.."-d lJGrr:ri t a considerable increase i ·r: the f::..m.; of aid 
' - - .. ' . l' y t-o c.evc._oplr:~ cou..YJ.L.r:.es · . 

de and 

J"'velo·:~ ...... r..t JoarC.} ar.c. -~ . .-.::.:::..:=... be transmi tL.ed to ~t-~a Joard for considerat:.on. 

I 

,... / 
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0:::tcr:1c-.l resources o.t lo~st eauo..l to Hhc..t "~;Jould corr~s"Jond to 1 )Cr co::.1t o:2 tho gross 

c1o:::vstie )I'OG"..lct of ~-1 0; devalopcd · countries · ns :1. groL;.~J ... 2/ =-Iou8vor, the devclo:;cd 

C')unti"luD thc.t <-"'.l"'G · ncmbors of tho Dovclopnont i...ssistc-.nco Cor.LDi ttoe (DLC) of OECD 

pr0v2-dcd to the c.Gvclo)ing countries in 1967 not finc.ncic..l resources oqucJ_ to only 

G.bou.t· 0 .. 7 per con.t of their gross 2:1c.tionr..l product. Du:cinc the six yec.rs 1961-1967 

the CJ.c1di tion t:::J the conbinec ~~ross product of DL.c · countries c=:coeded $500 billion. 

HoHovor, · c.ccord:.ng .to United Nations dnt.:1, totc.l nst co..pi tt:.l flows to developing 

countx·ics du:ri:1g tho s.:mc p0riod :..ncre£'..sed by o:.1ly ~192~=- bil=..ion (fran $8.5 billion in 

1961 to ~:?=- • 6 billi on in 1967). 

6 A nunhox· o:.: developoc· countries ho.ve recently. m1nouncod their intention to increase 

tho fl.oH ·of :,evolopnGnt c.~ssistance: those include Lustrnlin, Co.no..dc~, t~1e Federnl 

Republic of G0:L·:r.i.~Y, J nj_"x::.n, the Nothol"'l.:tnds, Nort.Jny c..nd Sweden .. It is not yet certain 

ho1,1 substc.ntinl the inc:i."Oc.se in the flow of dov0lopr:.ont [".SSisto.nce from those coun·tr'ios 

Hill be :..:_ 0hc o.czrct_;[l.tc, but in o.ny event the c;onoro..l outlook is cloudod by 

uncert::.inti os .~ttachinr~ to tho ·aid prograL1Yncs of cortnin other countries, notnbly tho 

Uni toc1 Klnc;dorJ. of· Grc~t Britain r..nd Northern Ireland c.nd tho United Sto.tes of :.::"2oric~ 
I 

7.. It is r..~L::o .. mo..ttor of concern thc.t the over- all terns of development c.ssistnnce 

v·lhile the .terns of officinl lendin::-; hnvc ronainocl steady, 

the yroportion of gl" .... ~'lt s in totnl disburselllents h[".s declined fro:~1 70 per cent i'n 1961 

to 56 pcx· cor..t in 1967 The situo.tion hns been' o.ggrD.vo.tod by tho fact th~t \-ri th 

official o.ssist"~: ... co crmving 111oi'e slowly thc..n the need for ' oxternnl finc.ncing, dE-veloping 

countries hc..vo. resorted .irierec:.singly to exJort credits on h~~rd terms. In c.. nunber of · 

countT'ios debt servic0 i~3 pr~Jempt'inc:; 15 per cent ·cir mo:ro of export earnings. Tho 

sitw.:'.tion is likoly to bo·further c.gc;rnvated by tho record high levels of interest 

rc:.tes provc.ilin~: nt tnc proscint tine o The grm,.ring usc of the prnctic·e of tying o.ic1 

to p:i.. .. ocureme;nt in tto donor country has also tended to reduce the r eo.l value of 

o.ssisto.nce provJ..c~od to the developinG count::·ios. 

8.. One a::· -ch8 inporto.nt fnctors . in the deterioro.ting clir.1c.to for D.id is the concern 

,;,:'ol t by sor1e C'.·t"ntric:s ~ both surplus n:nd deficit;; <::.bm .. i.t tho.· sto.te of tho2.r reserves .• 

Ono . of· ·the p:rinc:..)nJ. conclusions ·of the first U:f\TCTL.D C:-oun of Experts on Intc:."nQt iono..l 

--· 

/ 
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:!'ionctary Issues r,JQG thn.t 11 thorc o.ppec.rs to bo ["_ ~)I'lmn.. f:""~~" i e CllSG thnt the ge.~. orr.l 

lovcl of l"'OSOl~VQS :_ ...; ::..n<..dcqunto or in ir:~::.ncnt !_Jl''OSpoct of bocomin[S SO • nU s::_L1CC 1961:. 

coati:nucd to CX)C.::..d c.t c.. rolr.tivc;l~· :rr..pid rr:to. :J..s n result the ro. tio of wor- d 

r8sc::..~vcs -vo i.·.ro:::_:d _i:r;1poi'ts ho.s declined fron 45 per c0nt in 1964 to 33 pe:c cent in 

1968 .. 
9. J.l·c:1ough the nbso2.ute lovel of wor 1d reserves increased slightly ovcT this pe:;,"iod,. 

f:."om ,.?69 .. 6 bi_lio~1 at tho end of 1964 to ~~72.9 billion o.t the end of 1968, the su:J.J:'CG 

of the i:1c- eo.so reflects the grm·Jing strnins within the inturn£l.tional m.one-cc:L:"y sys"Lem, 
1-. , 1 . ..... , 1"69 1 t f.> J - ,..., -' • ,.,_. . ~ "' ... ~ ..... ":'\ 5) G l d QS 1.:.C.S OC.:. -... S 10-:.~'l· :W.i v!!.O '7 MllU2. ropor· 'Oi u.he ru:GCU. Gl V0 vJ...rOC vO~ .. S Oi. ..!..i .u.! • 0..~.. 

stocks in the ~:~nds o: nonetnry authorities declined f:;,"om $40.8 bil=..ion o.t the e1d of 

1964 -co c.::1. e;.:;tD. c.tccl ~;;;38 .. 9 billion nt the end of 1968. This fall in [;'Old hold.ln~s 

rcflectoc~ not s~los of ~:;;2 7 billion from offici~'..l hclc~ings ovlinc~ to ho~vy S~)cculc~ti v ~ 

C'or:'"'.nd clu ::.:·inc; -cho ;Jix nonths prccodin~~ t:w suspension of ~old pool opcr;--:t:.on:=; i n 

Mc..rch lC) 68, su)crinposcd on n risinG trend of cold pu:"ch~sos for industri~l use;_ 'I':1o 

decline :.n c;old stocks Hn.s more tlw.n offset by ~u1 increase in holdings of fo:r·oi~:;11 

exchQngc Qlld ln ~oservc positions in IMF. These, hm-Jevol", l"eflectod in lro"~c noc.suro 

tl:.e monoti:;at:..on of credits to countries in b:::.lnnco of pny.ments deficits. .: .. s ttc-

Ban c for Intc:1."::.12.tiono.l Settlements hns pointoc~ out, 11 ••• it is questionc.b:~ .. e uhot~1er 

o.sso-Gs c:re2.tec~ in s:pecinl circumstoncos oi' this kind in response to the s:pec:::.~l bc..l-:nce 

of po.ymonts needs of the deficit countries cc.n be counted o.s additions to the global 

stoc..:-.. cf l"cscrves.n2./ .... IME .hns cc..lculo..te_d_thn.t.r.esorvos held ·in.o. :r;:1orc or less 

tttl"nd.2.tional n :::·or:;~l - gold, claims on the United Dt:=:.tes· pc..ynble in· dollc:rs and ·'nor~-:w.l 11 

sterlinG - c.c-;:,uo.lly declined by &p4.4 billion fron the end of' 1964 to the enG. of 1968; 

ns shown in tho tnblo bolm·l. 

{./ 

Soc 'JNCTL.D Jnterncrtional I'bnoto..rv Issues ru1d the Dovolopin0; Countr:..es: Rc·oort of 
the G::·ouT) of Exper~G.:.; (United Nc.tions publicc..tion, .Sales No.: 66.II.D.2), pc.rc...lll. 

See I?-1F, .~·illrru.o.l Re;Jol"t of tho ~zecut-=. vo D:i ·:-cctcrs for the Fis C' ~l Yo::.r onc~Gc:. 
r, ""'- ~ - ...., 0 - / r , I I 7...., -- . - 0' ~- -~ r · - (") ) -- -, 7 

.. .. :._d__.-=:__ £ .:... ...c.. ... ;:.. .. .!,_!.- ... .!.0 uc) ... ,!., J.J c v. ... -./ .) / . ) ./ 8 -- -..L u lljjo 
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SoL.;.:. co: 

Gold 

Ot'- --;r· sou~c es 

So,rcos of roscrvo changes and of 
lc;6L:--e1~ d of JS68: Sur:lJ~l'"'~-;_:L 

(billions of dollurs) 

sources 

Total 

Hesorvc positions in the Fund 

Officic..l clc~ims · on Uni tod States l)ayttblc in 
for3it;n curroncios 

0.2ficio.l claims on Unit8d.Kincdom in sterling, 
l·Jostcrn EurolJen:n holders 

Officic.:L ~ltli::''lS on United Kingd8n in non
sterling currencies 

Other (i::Jcluding official claims on Euro
cu:::Toncy markets) 

Total 

Grand tot.:.l 

1.9 

1.'7 

2.3 

1.1 

1.4 

0.3 

2.6 

7.7 

3.2 

~~D.\ {:.'""J:1U2.1 .-•. ~port of tJJ. .::: Executiv-:;; Diroct ·:):rc for the Fiscnl Yr~!ll' 

c:l1tk :L1 LJri l 30. 196S:; pp .. l?--ldo 

lir.:it.cd St0-·cos lio.bili tios to officio.l holdcr·s po.y~1ble in dollars; 
oxcj.:c.c'i.es o:C'.Zicic.l holdings o:: dol1al"S outside United States, ;in the 
Euro-doll8.:- r:larkG"t, o 

Uni toc1 i\inc;c~or,l sterlinc_; liabili tics to official institutions othor 
than in Ur.!.i~cod S-L,G.tcs ffild ~!estern Euro~Je. 

10... The o.:;vious difficulty ~.-oout any situ.:-1.tion in which the total· level of rcsGrves is 

stc.blo :..s t .hc..t one cou_nti>y c::Jl incr_onse its ~eso::-v.~s on~y nt tho ex1Jc?se of n~o-~her; 

.:'S.!.d t b.G c::. · ~:.-· .. : .-:.y i~-: ·;,;:Epow.":dod i:~ · rGsorvos ·:_!1 ·cho ! ·~·->c<.dit:. ionn.l n s.cnse nrc ·c.ctr-c.a1ly 

· ~- ,_ , 1 
V.~o. ..i. l..o - ' •,.., 
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position Doficit countries feel compelled to int~oduce restrictions on their t~nde 

o.nd aid, L1cludi:'l6 nid tying, 1-1hich would not necessnrily be l'"'equired if reserve 

posi tio:c.s 1,;ere loss -eight. Surplus countri'es, even if they nre. r_eo.dy to forgo further 

additions to their reserves, certainly do not wish to lose reserves, ~d therefore tend 

to be m.ol"'G rostricti ve in their policies and norc reluctant tc contemplate chnngcs in 

their oxch~nge rQtes than they might be if tho general e~Jnnsion of business o.ctivity, 

l.ntel"nn tionc.l trD.do o..nd ""VJOrld reserves vwrc sufficient to c..ccomm.odnte the neod.s oi.' all. 

I!"!~C.oquatc reso: .. ves can also be n contributory factor to · crises of confider_ce \,rh:..ch 

cause large-scale ~ovements of cnpital C'.cross the exchanges far in excess of tho 

nb:..lity o"!: w1Y o~e country to deal with t11om by norr1al monns. 

11.. Apart from the question of the over-ell adequacy of reserves in the 1vorld cconoJ::lY 

ns a whole;. the question of the reserve needs of the developing count:cies also r·oquires 

considern.tion Nany of these countries suffer from seve:L"O fluctuc..tions in oxpo:;.."'ts 

wnile others are vulnerable to sudden incre2ses in_ denQDd for food in~Jorts consequent 

on fluctuations in ho..rvest yields.. At tho same tine, given tho cons.: derc;._ble str:uctu:L"al 

we<iknesses anci rigidities which cl1a:L"acterize the economics of the· developing countries 

and ulso th~ir limited access to tho i:nterna tiono.l c:cedit markets, their nbili ty to 

adjust to ~luctu:-.tions in their extei'no.l payments Hi thout undue so.crifice of their 

zrowth objectives doponds, run.ong other things, on the size of their reserves.. . rto\tiever the 

tlccumulation of o-vJned reserves also has associated costs, -Thich can be qui to si.=;nifico..nt 

in the cnse of nony devolop~ng countrie~ -vlith .:Jrossing needs for· an increase in nroduc"ClVO 

investnent o.nd consur1ption.. The question tho:roforo arises uhether sor.J.e nech2.nisr.1 C.:-L.'1 

be found ~ o sa"C::..sfy the developing countries 1 lcgi timD.te neods for :L"'eservos wi t~1out 

involving ·chen in the undue costs usuo..lly associated with the earning of roscrvos.,. 

12.. The emergence of difficulties in tho functioning of the intornctional :moneto.ry 

syston .has led to various forns of intern~tionnl monetary co-operation both inside ru1d 

outside Il{F... The net-vrork of nutual credit fncili tios osto.blished n.TJong the centro.l 

bank:s -of C.evelolJGd countries ho.s teen substc.ntinlly expnndod. Jm inportant o1or.J.ont 

of co-ope:·<:'.·cion h~s boon the agreement to supplenent existing reserve o.ssots through 

delibero.te intei'l1CLtional action to crente special drc:vJing rights ·in Il\1F. It Hill be 

x·ec,2..led :.lint one of the reconrn.ondations of tho first UNCT.tJ) :Sx:pert GI'o'c.:p vias tho. t 

d.::;ve1olJins coL-.::_· :.es s::ould bo :t"O)rGseJ.1tod. in ~:-~c discussions loo.ding U lJ to no:::.eta.ry 

Th:.s :..doo.. wo.s n.cco)ted in the co"J.rse of tho nrre.nge:rr:c:1ts n~:.do 

for c:rc:. .: .. g S.!:x; c:..o.:L JrE:.vr: .. ng Rights. 
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13. !_noth.:.;r :.1..7..j or conclusion _of the first UNCT.l'..D 'E:x:po:r·t Group was that it was both 

f c -7.s i lJlo ~nd dqs irc.blc to cstc.blich a lilik bet".tJoon thG cr3ation of intclYlC.tiono..f · 

2-iquid:: ty cu1C. -chc ~rovision of dovoloj_JI.10nt fine.nce, ~ti thout dotrir..o.nt to eithor · p'rocoss,. 

UnfoT·tun~tcly, this vim-I did not find geno1--nl ~cceptc.n.cc _nt th~ tine when tho 'agreement 

0:1 tho croo.tion of l'. nm-! facility bc..sed on S~Jccio.l Dr_c..Hing Rights 1vas negotiQtod,. On 
-- . 

thei::." pa:ct, . t~3.3 countries did not dcor.J. desiro..ble for tho tine-t~.blo 

tt:e liquidity :;_ ofor:r:1 to be put off no::. ... 8ly bocc.use of the lD.ck of a satisfc.ctory decision 

on tho question o.f tho lin . .k. But now tho..t agroe,nont hun boon x·enchocl on the· croc:.tion 

of Special Drm·Ii~1G }lights J renmvod considerc.tion neo.ds. to be gi von to tho 'question of 

tho osto.blishr.1ent of a link botwocn the croo.tion of . i1i.tcrn2tionc.l iiquid.ity c..nd provision 

of dev8lopr.~er1t finc..:nce .. 

14. . -S'ubsGq_u ent ch2..pters in :this report oxc.r.rine the question of . c. po.ssiblc lir_k iE sorio 
' . . ~ · 

c.etc.-=.1. Bu t in vicVI of ~hQ bl"O~~d scope of our ton~s of rofe:-enco, lve hnve o.lso fcl t 

:i."L necossc.ry to t,ouch upon certain other mutters. 

15. Tho into1":1._~tio:1al monetary .system is fo.ced lJith in~Jort~1t issue$_ in tho D.Too. of 

t.tlG adj -,.::.str.l8nt ·lJrocess. In rocont yec..rs I!lc..j or countries faced vJ~ th persistent ur2.d~:-·-
lying surlJlusos or dof:.ci ts __ h0..vo .not succeeded in devising policies· that ·would bring 

then back into bo..lo.r:lce in n mann or thr.. t would not 2'onflict vJi th domestic policy 

obj octives or tl1o obj ectivo of nore liberal tro.de n.nd aid .P.l"c.cticos. 

16 .. do not ~eel cc.llec-1 upon to denl in detail l.Ji th the quGstion of th8 in~J:i."ovemor..t 

of the o.djustr:ent process ~.mong the industric.l countries. hovlcvol"' $ He cnn.not help 

noting tho. t the bo.lnnce of paynonts difficulties ·. of sone nnj or industrio..l countries ho.ve 
............ . \ ' . . 

contributed considoro..bly to tho recent detoriol."o.tion in -cho cli:cw:to for dovelopmeht 

assistcnce .. ~·~oreover, tho curre:;n=t· inpasse in intornntiono.l o..djustnont policies cr.n 
. . . 

· ha:vo a scr::.ous inpo..ct on business c~c-c,i vi ty in the"industi:..ic.l countries, ond hence on 

their · dcr.:o..nd foi' inpol ... ts from developing _coU:.'1tries· .. In o.dditior., certain suggestions 

fo:.".~ the im.provonunt of the o.djustnont--proccss involvinc. grente~ excho.nge-rntc 

flexi"bili ty w~Y''1.G thQ industric..l countries . ho.ve · i:inplicntions fol" the developing 

countries vJhich need to be explored .. ·Those- r.1at te:i:'E:l nrc · considered ful ... ther in n 

I 
17.. Inportcn:, :.. ssues c.lso arise in tho opcrr..tion of n multiple roservo asset syston • 

.. , 
The ~ovolo~:_:1c.; co":;..:".-t:.."'~_e s hold the bulk of their· rosor,rcs in the foi'l:l ·of reserve 

in tho ~~efc~cn~e s .J: 
fol~ 

.-
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vnrious ::.:-·03o:::·ve: :1.ssots co.n hrLVG serious c.dvoi·sc effoc·cs. Tho closing in lvJ:c.rch 1968 

'Ji' ttc ;cid ::_Joel C'..nc tho soparr..tion .of .~he p:;."'ivc..te c.nd officio..l mc.rkets for gold h:1.vo 

helped to rocl-...:.co the potential dcJilage fl"'o~ pi'i Vtlto SlJecu1c..tion. Bv.t n futui·e crisis· 
· ...... 

l:.1 thG int'orr..c:ciono.l none·to.-ry syston cannot be ruled out if the price of gold ir: t~1e 

private ;~o.rkc-0 TOI1~ins' · cons'istontly o.nd consido:-cably o..bovo tho official p:;_--icoOi> The 

o.doption Gf [l"oo.tc:-c exchango-1'C!.te floxibili ty as lm)lied in some recent propos::-'.ls for 

the b7lpr•ovcmci1t cf ·the nd<) J.stmmit process rao.y c~lso induce un~)redicto.blo shifts in the 

pi'OfOl"G::CvS of ffi0l10ta:r·y o.uthorities for various typos of reserve c.ssot ... 
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18. 'dl:ile -che s .. c~tage of liai.Li.di ty in the deve:_oped cou.:.'! _.ries has had a harmful 

impac'"G on t~ ..... c. ve=.. ,_ :.ng countries, these countries :ace :iquidi ty problems of the:..:: 
' 

o-vn::.. 

19. ':._J.e e::-'Jo.:-u ear::1ings of developing countries f ...... uctuate \.Jidely~ lvfcreove .. :·, tr~e 

cos ·s of adjustm.er..-v ·co thel.r econorrJ.es can be part:..cularly heavy because of ~c~e"ir 

relati·rely ~igh dependence on t~ade, and in partic~ar on a few export prod~cts, and 

because of: ·:ne2.: .. d:.:.i'ficulties :::-educi:c.g aclve:rse effect.s c~ ~.he 

rate of g:"'o\r:. of ou-~put and tb.e level of employme~1'"G .. Furthermore, feH deve::..opi:'lg 

colh~tries have easy access to capital markets or car_ afford to increase thei~ 

rel:..~.nce o:.~ t·..:.yers 1 a~_d suppliers 1 credits at present h:..gh .levels of interest ::."ates. 

20. The coc~ of hol~~~g reserves is extremely hiJh·for these countries, in view of 

the urgent cl..::..::1s o: development. But the cost of being short of reserves can be 

even higher. Poor countries can ill afford the social costs wrrich often accompany 

an inadc1uate ::..evel of reserves. A rise in unemplo~nent, industrial under-

utilizat~on or stagnat~on caused by im?ort restrictions or deflation disrupt econo~c 

development ~:d can infl~ct considerable damage.. This is, perhaps, one of the 

reaso~s why the leve::.. of reserves of developing countries has been increasi~g since 

1960. The :::c. rease appears to be 1.vi.despread and inc],U<~.es apprC?ximately three· 

fourths of the cou_!tr=.es for 1vhich figures are avai:able . These figures lend strong 

support to the vi3vJ of the previous expert g::·oup that the developing countries not 

only need addiGional reserves but could be expecto~, as a group, to recognize the 
",; t I'> t . . . h 7.1 aavan ~ges o: re alnlng ~ em. 

21. -tis so~etimes said that tho provision of more ample reserves may'de:ay the 

moment \.JDen a cormt:!::·y begins to take·- corrective ac"tlor.~.. But we wish to emphasize 

that such p:..--o·~;_.sio:..'l also makes :. G possible to stretch t~e adjustment process over a 

longer period ~~d to c~oose less ha~ful measures. 

22 ~ In tl:e ::L::..ght of ·che above considerations, we are convinced that the needs of 

the developi:.;.g col.:.:~~t-:-- ·as fo:--- add.i. tional liq ·-i ~'" ty, w~ether in the form of reserves, o:-

7./ Sec 'u:..\CTAD :.nte:cnationa_ ).\'onetary Issues c:.nd the Dovelopi ng Count ... :_2S , 

(0~ited ~atio~s p~j:~c~v:..on, Sales No.: 66aii.D.2), par~. 36. 
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vJ,_; consicior th;. t in the course of tho quinquennial review of the quot~s of o.ll IHF 

:·,.,_c: ·::~bcr;c:; "I:Jhich j_s ~1ovr in progress, o..grcomont should be roached on a substci.ntial 

incro2.sc in tl1e tcn~ :-:~1 o: tho quo tees in IHF. Bearing in mind tho fact t hat developing 

countries do not Gnj oy o.ccsss to the wide rlngc of . crodi t fo.cilitic:;s outsido I1'·1F t!L.t 

is op~..-.. ·co dov.3lopeq. countries, o.nd the.~ t tho distribution of q:uotas prov.Ldas tho key 
I 

to <::L .. c distribution of SpccL.:~l ?rawing Rights, it appo0rs to us import;;~.nt to re-
' ' 

co:1s:L d-:;r tho bo.sis on \vhich tho share of developing countries in the total quotas is 

detorr.J.incd. Tho Bretton 1·Joods fomula, 1-.rhich is the main criterion used as ~ basis 

for calculc.ting ~ho propo:rtiono.l shares of individual member countries in the total 

quotr:.s, m2.y tend to produce c.n increasing slw.ro of tho developed countri~s il?- the 

tote .1, because the formula is go:~rod to such factors as gross national product nnd 

tho voltunc of tr~1.G. ·a. He believe, on the contrary, that the special needs of 

developing countries would justify consideration of an incre:::wo in thoir shc..rc of 

tot.~1l quoto.s, ~-\.nd that in r..ny ovont no decline in that shc.ro should be pcrmi ttod._ 

23. It Hill be l"OC:J.lled that in recom ... Yileridntion !~.IV.l7 adopted by the Un:-...ted Nations 

Conference on Tr~tdG and Development o.t its first session in 196L~-, it is recor:u:1cndbd 

that Gov~r~ricnts mc:;mbers of IJVIF~ 

:
1 
.... .:;;xplore \-Jays to secure possible rofinancing of compenso.tory financing 
obligatio.1s of tho developing countries in the event of c1 persistent sho::."tfo.ll 
in export receipts beyond tho control of the country affected. i·, 

24. vJo recognize -chat there nr o opportunities for refinancing on a short--~crm L.o 

medium-term bo.sis 

;
1 
••• in the co.se \-:here at the time when o: repurchase falls due in the £'ourth or 
fifth year follo\.<ring e. co;:npensatory drawing there is a shortfall in export 
receipts beyond tho control of tho affected country. Tho repurchase would 
rosto.,..c the compensatory financing facility pro tanto, and if 2t that tinw an 
ox_por G shortfall of the: ty-po descri bod persisted, tho membor would bC; in '-
position to apply for .'l nevJ dravJing under this fe.cili ty. iiW 

25. Noreov2r, the Fund recommendation that repurchases be made out of export 
ol 

e:xcesses~1'1to the extent that it is implemented, should reduce the likslihood of a 

repurchase obligation arising o.t the time of an oxport shortfall. However, this 

\vould not hold if oxport shortfc..lls persist for at least four yeo.rs running or 1·Jhero 

o. shortf::lll is followed by throe years without export excesses and then by other 

short£::..-:ls . 

~./ 'l·2.l·r·-,:::~1~,.'l.tOl"''r FinClncinr:r o(_ ?-vnort Fl u0,tun t,..:: ons :; a Second Rouort bv -, · e 
__ ·-- _.__ - '.·:..J:Je ·cc.r•r -;:;-·-LA.l ... ; \. - ~--- - ~::._~66) p. 27. 
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\,Je t :. :.."'ef.::. :re :'ecorr:.::n.enc tho.t ::.::lviF give considG!'ation to the system of reDurcho.se 

oe made ['...::. -~:..:'!les o_ e:oort shortfall. 

27 . \Ie \,,.._:_ s:1 to -v·:::come the establisl1.r:1ent by IHF of n nel_,J facility Hhe::-eby uembers 

inter:~~~.;:. "':_c_. bt.:.Z:e_ stock arrangements o Drawings on the co~pensato~J financi~g 
I 

i'acili ty anC. .on t:'"l ~ s n€t·r facility, taken together~ r~ay anount to 75 per cen-c o-.7: a 

:J.e:r..bo:.-- 1 s c·--) ··- .1., e:..:d ~"e separ2.te from ar:c: c.. .... :::i ti on2.l to the mcm.ber 1 s orclina:ry d:- ::..-.;:LLg 

faci ::...i tL0s . 

p'Ct.t ·co ~....se .. 

28. vJe a=.co we~.::;ome the decision by the T::-ade and Development Board in its 

::-esolution 6C (:._~n to ::.nvi te the IBRD to consider working out. arrangements for 

SU)plemen~ary firla..Ylce and, if appropriate, to col'!Sidor introducing them. vre consider-

that such arrangements would proVide valuable additional protection to developing 

countries against disruption to development progrQillnes resulting from adverse 

movements in export proceeds • 

.. --......· . 

. ; . 

.. .. .. 
I 
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29 < Thoro is e;;:;nvral agreement that an o:z·pandi11g ~orld economy under a systc:c1 of fixoc1 

oxchar.go :.~atos_, or of.limitod exchango-::cato floxibili-~y :t roqui2.~os a long-tore ::.ncre;ase 

i:1 tho volumo of international liquidity. t~LS a J.."osult, o=forts have boon mad.o since 

1963 to c~ovisc a bot tor ~orking ~nochanisn: for t~:.o creation of \-JOrld liquici ty,. These 

efforts r csul-coci in thG agreement in Sopti3l: .. bor 1967 on tho outline of a schorno for the 

crc.:ation of Special Drawing Rights (SDR 1 s) in IM?·.lo/ At its annual mec:;til1g in 

Sopto~ibo~c 1967, the Board of Governors of Il'·1F r oquos ted tho Executive Directors to 

submit by Jl March 1968 a roport proposing amonc~onts to tho Articles of Agroonent 

and t:;.o :Sy-lm.Js o: IMF' for thG purpose o: establishing a ne~ facility on th.:; basis __,_ 

tho out:..ine, e.s also for possible improvGments in thG rules and practices app::Licable 

to ll1F 1 s trac-:.i tional activities. The Exocutive Directors submi ttod their roport in 

.P .. _n·il 1968 and tho resolution approving the arnenclln·::;n-c proposod in this repor-c 1-1 as 

adopted on 31 May 1968 by the Governors of Il'1F. The amendrnont entered into force on 

. 28 J~y 1969, .follo~ing its accoptance by the required three- fifths of IMF 1 s mambors 

having four- fi:ths of tho total voting po~er. In September 1969, the Managing Director 

of' It1F proposed tho ac-civation of the facility. ThG Managing Director 1 s proposal 

lnvo: -0s the croat:::..on of t$9. 5 billion of SDR 1 s c~uring the first throe years, at tt.e 

rato of $3 .5 billion in the first year} $3 billion in the second year and $3 billion 

30.; The: DG\·J facility, ~hich is designe d -co provide a supplomont to existing roservo 

c.ssets, is to bo ostablished by cro'ating Special Drm.Jing Rights operated through a 

Sp2cial Dra\-Ji~lg ..:-iccount in INF. The operations of, and resoUl"COs available lli1.c1o::·, 

th0 Special Drc.:wing Account ~ill be kept sepa::.:·atc from the operations of IMF' as at 

pro sent constituted, "~:Jhich ~ill be referred to as the General Accou11t. 

31. Tho distribution of SDRis to participants in the Special Accow1t (which must bo 

IMF members) •tJill be ex1Jressed as a porconta.go of quotas, uniform for all me:nbors. 

Givon the prosont distribution of IMF quotas, tho developing countrios 1 sharo of 

allocation of SDR 1 s \.,iill be about 28 per cent. 

32... A partic~par..t ~ill be entitled to use its SDH 1 s to acquirG an equivalent ai!lOw'1t 

of c'onvcrrtible currencies from othor participants. In conformity ~ith tho prosent 

"J:racticc o: =~ATi' :..n -chc o:;c::::·st~ons of t".o GGrloT::._::_ ).ccolL'lt, tho cm1nt:ry that is -co provide 

J:_Oj L · 

J~2_:.. =--..::._JG 
Drs.\-Ji:c. 

'=· e.c.coi~~1t o: Speci:::.l D::·a\·r:..·1._; ?.::..oli.ts can b2 -''ou.;;.d i~1 t:~o i:.:'ticles of 
.... :··1&-tional Eo::~. ~ _ .... ].['~~ ', rl:.~~ioc,_ :Jj --,· -.. ~._,;: )OSe~..' _,_·::. Jndpent 

the ==~~~~ ~=-.-r3 ·-__ ... - ~~ ""Ll:..o £~:.. ~cl. :_ "\-·33.:1. ... c:-:::~ac~ 

c.o \ . ~ v__,l-
1 

i) .. C~- .J-9bSJ-,"'&_~pen·c~l.z: - -1. 1 ) and . i!';. Josop!iJold_.Special 
~:.s (:=n-cernatioi1al Honotary Fund, Pamphlet Series No~l3, Hashington, 
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tho 0urroncy in c::..uostior.. will normally be dotormi::lGd through designation by II'-'iF. 

3:zcc,Jt in 'cortc..:..:1 special cases, currencies will be acquinx1 frorn. participants with 

sufficiently s~~ong balance of payrr1ents and gross reserve positions. P~rticipants arc 

to be dosignat8d in such a way as to pronate ovo~ ti~a a balanced distribution of 

holdine;s of s:c::;.!s among thom. How0vor, participant s ar-c not required -Go hold SDit 1 s in 

excess of an e . .l"! ount equivo.lont to thrGo times their origina::;_ net cumulativo allocations. 

33. Partici~JG.nts ·w::;_ll bo e:x.-pectoc1 to use their · SDR r s only to moot balunco of paymonts 

needs or in the light of developments-in ~heir official reserves, and not for tho so:=..G 

purpose of chang{ng the composition of the roserves as oot"tvoen SDH 1 s and other 

components of rG.::.ervos o Participants v.Jill be able to use SDli. 1 s vJi thout their judgerr.o~t 

of need being subject to prior challenge but IlviF may mako ro.presontations to a 

participant failing to fulfil tho above expectations .. 

34. The use of SDR 1 s carries roconsti tution obligations. Under .. .tho rulos app::;..icabli$ 

to tho :irst basic period;· participants are 'required to ensure that their average daily 

holdings of .SDR · s over any five-year porioc<~ do not fall be:ovJ 30 per cent of the aver:age 

of their daily net cl..r:rc~ativc allocations of SDH. 1 s ovor tho same period. Designation 

will be made i~1 such a vJay as to assist pt?-:-ticipants in carrying out th0ir obligations .. 

These ~ulos are to be reviewed before tho end of each basic ~eriod and can be modified 

by c.. .• 85 per cent :rnajori ty of the total voting po-wer of the Board of Governors. 

35. Decisions ~o create SDR 1 s -will bo taken for a basic period, normally of five yea~s 1 

duration~ a::-.0. .\·Jill spocify the rate or :~cates at \.Jhich SDR 1 s -will be allocated during 

that poriod. ~n all its decisions to allocato.and to cancel SDR's IMF is required ~o 

meet the long-term gJ.obal need to supplement oxistin(?; resorve assots in ·a :rr..anner that 

1.Jill promote tho attainment of the purposes for which it was established, including 

that of contributing to tho development of tho produ.ctive resources of all its mombors. 

The; activa-cion of tho plan, i.e .. , the first d0cision to allocatG SDR 1s,will be basod 

on tho· existence. of a collective judgement that thoro is a global need to supplemont 

reserves, such colloc.:civo judgement being interpreted as an 85 per cent majority of 

the to-cal voting power in IlvfF. Other special co:nsic~crations to be taken into account 

on this occasion arc 11 the attainment of a better balanco of payments equilibrium, as 

well as the ::;_:.l{elihood of a better \.Jorking of tho adjustment process in the futurcn )JJ 

~ -I See 
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J6. .Speci9vl Drawing Rights aro intenc_~d to p: ... ovlda a m.::;ans Hhero by tl12 growth of ~.10~cl~ 

rese:. ... vcs cc.n be adjusted to the expansion of proc~uction and trade in an orderly and 

de:2-be:-ar,a fashion. Hitherto a country. acquiT·ed reserves only in exchange for real 

resources. One of the iE1portant features of the new system of SDR 1 s is that rese:--vGs 

· -,:: . co..n ba ere a ted cosTtle s sly, wi tho11t such a s11rrender of real resources. It would. be c..n 

-. 
"' 

.. < 

ex:9ression of international solidarity and an auspicious b::;ginning of the Second United 

Nations Development Decade if th'e C:.aveloped countries decla:c·:=;d that this saving of 

resources~ whether viewed at the n~tional or a~ the world level,- should accrue to those 

nest in neod, the ~JoorGst countri::.:s, and thr:-~t the richer countries should hav3 to earn 

a~ least part of the addition to their reserves. 

3? . I1, has b:;,;n :·JO ~nted out that shortage of reserves m.'l.y haY3 forced countries li1-C-J 

unnecessarily har:.:;:.1 ar1c~ r.:;strlctive measures for correcting balJ..nC·3 of payments 

disequilio_ . .-ia. By smoothing over such difficulties, SDR 1 s DJ.ay permit necessary 

adjusT.dents to br3 carried out at a smallel .... cost i:c. eml?loyment, output and invest:c!lent . 

In such cases SDR's may permit a greater continuity of investment and may help to avoid 

restrictio::1s on production. To the extent that international action can result, 'Jver 

tL.'EG, in -che cTeo.tion of additional resources, and the fuller utilization of existi:ng 

:"'esou:rcc;s, it seems equitable that at least part of the resulting additione.l out~Jut 

should be channellod to the developing countries. 

38. l·~G may next ask whether it is fen,sible to corr~bina the pursuit of tvro inter·nationally 

e.greed ... though distinct, objectiv,;;s: thG creation of intGrnational liquidity and o.n 

incre~.se in thG flow of development aieL T'JG e..gree with the first UNCTAO Group of 

Experts that th:; amount of new reserve crDation should bo d·etermined solely by 

mon.3tary requiremonts of the WOI'ld economy and not by the need for development finance. 

But w:; also agree ~~ith their conclusion that once the need for additional r0serves has 

been demonstrated and the a1r.ount, timing nnd 9.llocation have been deternined by monetary 

requirements, the introduction of a link \,Jith development aid is both fe as::.ble e.nd 

desirable.:;_']} The -~Jrem.ise of our ~J:-oposa=.. for e. lir:!{ is -chat developed countri~s T.-rish to 

1.?/ ,:.._,G -.""~~:-~TAD, .~:-:_G-X!11f-0_~ons.l lVIonetary :!::s_s;ues_s}-.[ld t:b? D::;velOlJing Co11:-~t_rie.§_: 
.Ee;~o;-c. o.f.._:_tj.~~--G.:.rS-!JlQ of Exog£1§. (United Nation0 ~Jublication, Sales No .: 66.II.JJ.2), 
~Jar us. 10:) e..ik~ ]_j_J. 
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39. The mair·l o.dv,_nto.ge of s. link between res0rve c~ceatioi1 and the provisior ... of ca_Jital 

.::tid is thc.:t iT, nia~co~~ it possibl,;; for develm::3 3. co'J_nt!'::_-:;s t.') increase o.id wi-~hout -~~13 

degree of c,-:;r:ccrn f::;r raservas \.Jhich hD.s 'h_:_th3rto irr·po.ir3d the quantity t'_nd qu:::tli·cy ·J f 

aid. Certain forn:s o:· the lin..1.c mig:1t al::;o r.1ee-c tt-3 problGB of ,thoS·3 .countr:...3s whic~1 · 

ha.va dif.ficult:.es in 2aking budg~ta:;:-y o.p,?ro;!riations for e.dditional a~d. 

40. h·e hEJ.ve cJn3id.ared wheth,'3r 'v-Ie should, at thic til!'le, propose n s-~?ecific notho:i by 

which. such a 1 ilL.lc should be established. . :~b are convincGd that_ there are several 

nethods vrhich would. be sound fror~1 a technical point of vie1v. -hTe l .t.aVe de_liberately 

refrr..i.i1ed- from choosi~1g &':long them. Once the:"'o is agreement in principle on tho 

desirc.bi:itv o.:.--. a ::':.r ..... ~, gov·;rninonts vrill 'v-Jish to choose the m.o::;t convenient wn.Y of 

establishlng it:~ c..11C::. t~. , ::':.11 :':.nvolve broqd issuos o: polic·y that go beyond tlh3 scop.:.; 

,Q.. It do.:;s 5 ho1..r;:;v-.:rc· , seem to us that ti,.J,J main G:~Jp:oe;.ch-:;,s, by wh]_ch the lirJ.: ~;r,))')Sal 

cou:cl. b8 ir:~plomc;ntod ; should be explored :ir,lffioclia tsly. One method would involve a~-.!. 

c..ro.0ndmont of tha Lrticles of Agreen:ent of INF to perP1it th(~ direct contribution of 

SDR s by the develc,-Jod countries to IDA out of th3ir allocations. The other n:ath:x1 

would involve contrib1;:~ions in no..tional currencies by the developed countries t ,') IJ:i 

in proportio!l to ,3JR 1 s annuc..lly e.llo_cated to theiTL. Hhile both El.P~Jroach·3S involve .'l 

collective decision by the developed countries, only the first would requi~e ~::..n 82lend-

In either case the ratio of. IDA contribu-r,ions.to 

th3 SDR 1 s received by contr::.buting countries Hould je a matter for -;>rior agroeE3:lt 

among the govorrr.1o~1.ts concerned. \ It wou~d o..lso · h -.; possible to enviss.ge an arrang3rJ.ant 

where by SDR 1 s 1,,;ere allocated directly to IDA ~y JJ.viF. 

42. Eo.c:1 of t~1ese approaches has its own advantages and .cl isadvantagc;s. 

certain sir.1plicity' in a direct surrender .of SDRs to I~ A. On the othor har1d, th·.:; ll'IF 

l~rtic::.os of .AgreemeEt ·as amended rule out th.~ · holdil1g ·Jf <3DH.' s by multilateral 
· · · · t · :l 0 d l t · ' 13/ d ... .L' d ' . . b. aJ l . .L_.:;>.L_.:-o~c ~• l+ lns-cl-r,u lens :;ngagea .ln eve opmcm <?~ssls-canc-3- an rurt...i.1~.::r amen men-cs may e ~ ...... v 

and would in u11y ca.ss take timG. It would, moreover, be n3cessary to ensur.3 that yhe 

race:..pt of ,SDR 1 s by IDA did n0t lead _ to a temporary sterilization. of the new reserves. 

This could ·be avotc~eo .. if IDA \~ere:to convei·t :J11ffied::::.tely the SDB. 1s contribut:;;d to _t 
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43. Bot:-_ nethods vmuld ·of course require legis:!..ation in tha cont:c·.:.but :..ng · coun.t:rie s: 

in on.3 case to re.tify the '"'.:nend:nent to -v~1e Articles of Agreement of ~\1F ."J.nd in 

bot:: cs.ses to 9ermit the requisit3 contributio:'!s to ID!~ to be rnade. 

44. 1<.8 have exain.ined the arrangor.1ent s that vmu:!..d be required at the national levol to 

make t:1is po ssi.ol·3, e..nd it is clear that these itJOuld have to differ fron country to 

country. 1-fnile vre· \JOuld not wish to draH any gene:.--al conclusion as to the precise 

for::-m=.a \1:1ich might be adopted, it does seem likely that in most, if not all cas3s 9 

the B3tter vrould best be haJdled through the Treasuries rather than through the Central 

Banks. Cont:_butions to IDA are a goverr~ent responsibility, and it would be a~visable 

to nair_t~.in c. .~nt i.n.uity in this respect. 

45. It would in theory be possible for parl.! ~1:.ents to authorize Central Ba:r_'k:s -co 

pu::·chc .. se special long-term bonds issued by IJA. 1:Jl-:::.le the choice is to a la:-ge extent 

a r1atter of legal convenience, an obvious difficulty for Central Banks \vould arlse 

i'ron t,he acqc.isition of an illiquid asset o 

46. Whatever the form of the link, contributing . countries should rnake a long-term 

for\-Te..rd coEJ.mitment to provide assurance for this valuable component of the aid flow. 

Particular ~eatures could be subject to review, for ex~~9le at the begi~n.ing 0f each 

naw period of issue of SDR 1 s. 

47. 1ife nave considered whether we should propose a spt3cific proportj_on of SDH. 1 s or 

their e~uivalent in national currencies to be contributed to IDA . ~fuile this is a 

rr.e.·cte:. fo r gover-nHents to decid8, we feel that the initial percentage chosen shoulci 

be su~ficient to r1c.ke a substantial contribution to the resources of ~~A and t:.:.at in 

tne longer :run the proportion could be =..ncreased progressively if the system \.Jer,3 

f?und to work ,sat isfactorily. IDA would then be in a position to ex·Jand. the sco!Je of 

its ope:."'ations a:.1d to render assistance to a growing number of developing COlilltries. 

48. \,Je :nave c:lst the proposal for a link in terns of contributions to IDA. ·~,Je recognize 

+:_.,...,.t '<"o+. -~ l_l ('~v~~loped co·u_n·,-. rl·es r;ne"'JlbPrS of n-,. I . ..L. t .b t ' ID '' v • .l.u. .:..1. v ·- - ~ - ~ ~.l.v - J.J ~ 1v1.r a-c presonu con rl u e 'CO 1 B.. It 

would be highly desirable if such countries did become party to any forn o: agreement, 

establish ing a link between SDR 1s and development finance. There is also no reason 

1-rhy the :.."es- J~:.~~l develovmer1t banks or other :.r..ta:rnation.al organizat.; ons conc3rn:;d \<Ji th 
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:..f tl:ese ors:~::.nlZ3."t ::ens 

resul tir:g cont!'ib":.::.-~ions on :DiJ. t~rms . 

49. . ~1~. ' 1 ""o' .)l1CY -f ;,~c-reasino· +}--~_.~ .L.I:'l- v~~-· v ... 1 ._. u.J.o-' · . '; -~--- . -~b v_,_ w 

,.;rould in turn :::..and 

o.pproc.\;h to "t.:0 l2.n.k vJOuld 1:1.ost readily secu:r.J t:1e :":j q_ui.sitG agreomont of govorr~rnents. 

11. ::..~x~edy :1; .. :ce:::.3 .... t :·:light have th_e advo.ntago o~. fac...J..itc.t.ing the th:Lrd rep:"'e:r.:.:..~l}.p-;.e~'t~ 

1~e 2.r3 encou:cag,Jd that the gover:t1rq.ent of a 

davelo·oed country h<=Ls al:raudy indicated its su~0PO!t :'or this proposal~ 

('• 

.: ' 
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50. Ho no-vJ -curn to ~ discussion of the inplications of the proposed lin.k fo:

certc~ir.. issu(;;s of concern to those V-•ho Holli..d participo.tc:; in its i::J.pleillentation. 

First, thero a?e tho consequences for a!fective i~ternational co-operation for 

d~velop=ent e.nd in particular for the quGnt~ty and quality of· aid; second., :l, the 

effects on i::.te::.'national liquidity o.nd the liquidity position of po.rticular con-r,:ri

buting countries; and thirdly, the possible effects on inflatione.ry pressures in 

participating countriesv 

51. ·The o..dopt:.on of such a proposal wocld be of considerable o.dva.YJ.tagc from the 

po:..nt of vievr o:': ::-:1ore effective inte:rnc1.tione.l co-opere.tion for develop~~:cnt. Tt.e 

developing countries would, initially at least.9 obtnin a substantial accretion in 

the .=1o1,r of devoloprn.ent aid on easy terns. (It could be on easy terms;; since ID1~ 

·' · 1,..rould not be ch:;.rged any interest for currency subscriptions in the one case, and 

-would not retain any SDR f s transferred in the other~) Interno.tional 2onetary reserves 

are no-vi c.bout ~.~70 bi=..lion. T:J.'-' a:.-:1oun t of SDR creation -vJill be (s9. 5 bilJ..ion for the 

next three years. If the proportion distributed thrm.lgh the link vJere to be 50 pe:-.." 

cent of the allocation to the developed nenber countries of ID.L, this wo1J.ld produce 

r.:.n o.nnual increnent of over ~sl billion in cnpitnl aid (and this figuro would be still 

higher if other developed countries which do not at present contribute to IDA wc:::-e to 

pc.rticiJ.Jate in tho scheDe), ·This would represent ~ substo.ntial aBOU..."'1t in relation to 

the current \,;rorld flow of aid and to the present lending capacity of IDL, though at 

th--- sn;:-::e ~lme e. small anou:.1t ·in relation. to the national inc ones of t~1e developed 

cm.JntriE;s. 

52. .i .. s far ns the developed countri•3S are concerned, vJe have already indicnted that 

the link l,·JOuld me.ko it possible for then to incrense a~d without the C:er;ree of concern 

for resol"'ves vihich has :ni thel .. to deterred some. of them; and ·that cert~in forills of the 

l..1.nk r.il~ht lllso noot the prcblem of cclli"ltries that had difficulties in na1ring budgetary 

appropriations for c.nditional nid" Llthough it 1~ght be presLEled that any i~ternat

ional m.ono-Ga:."y reforrJ. VJhich bJ.'out]lt about 2 general ir:.crease in liqulC.i ty wolC.d tend 

to cause o. liber&lization of aid _policies, it is doubtful 1..rhether this pl"ocess would 

be ns effect2.ve in in.c:"easing ·c.. •. e floH of aj_:::1 as uo"!llc1 a scheme vrhich =..il'l.."k:ed the two 

,., , .... , 
. ......., ... _)" -
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u:("l..necess[lry for then to go on giving so :1uc1: direct a:.l'l.d Houle~ reduce the scnle of: 

thoir bile.tcral aid~ Bt..t it is to·· be hopcc that, both for practical :::·enso:'1p anc 

because of ·che chn.:.~J.ged t:'.3pGct of the balt:.Ylcs of pc:_yaents problen, this vJoulc not 

proc.::.::.co :L:O:'o thm:_ c.. .:·air:y sDe.ll o:fset to t~J.e (_:_rect sffec·c of tbe pl"opos£:1 on tto 

vol wll.e o: cc.::_:,i tal e.id. 

53.. Thc-·c :.s ar:o-:;_..:;:r ree.son for expecting that G _ink would lead to an increase :.n 

the tott:.l flow of aid. This is . the..t once ag:."eono:--.tt has been reached, it co"Lild provide 

c.n· autona-c,ic and unquestioned Diethod of sharing tho burden of the addi tiona: aid .. 

It would thus avoid the cisputes about b1.::::don sharing \·Jhich have tended to occ~· in 

internatio::-1a..-_ aid opern·cions ~"'ld which tend to nake any such operations s::1cll-sce.=..o 

and slovJ-noving Q 

5L.. The ac1o·Jtion of the proposed link would not o~:l.Y increase ths total flow of aid 

bu·c wouJ.d a~so load to a higl:e:r proportion of the flow being cho.nnellod through ID..' ... 

'l'his r:·~-.:s t, be reckoned as a considerable adve..ntage, inplying better adr:rinis t::-ation 

of the a~d on avcYage and better value in relation to the aid, given. It seons clear, 

tberefore, tho.t t:..e at.option of the proposal wou~d have substantial econonic 

advantnges fo:r devolopnK::mt. 

55 . l.tie ~:.ave next to consider v1hether, and to what .extent, this gain would be 

TJ.D.tchocl by c.. 11 loss" or cost to the developed countries.. To te.ke the liquidity aspect 

first, the :i~~ wo~d cause no i~~ediate loss of liquidity -Go. industrial countries 

(providec ... accorc.ing to one nothod, that IDL. iri:18diately converted, the SDRs 

transfer.:ed ·c,o it into nc..tiona.l cur::cencies).. :-.s the additional contributions to 

IDL were spc::-1.t, some rcdist::ibution of the newly-created r'eserves would occur .. · 

Indust::.:-iol count:."ies which increased their axports noro than their contribution to. 

ID1:1. would gc..in in this rec:~stribution, others wouJ.d lose .. Tho final distribution 

o~ reserve s would Ghus dG]end on the extent to -vmich individual advanced co~~tries 
-

mc..de reo.: resources av~ilablo to developing _countries through the link. Thor~-

··c.:.s-crioution o~ rsse::·v.::;s could, hoHever, only o.f::'ect thc..t pr~portion of SDRs plecit;ed 

to IDL. ( dirGctly or lndirectly) ~ Lt tho 1r10rst an indusGriaJ. cou..r1try. vrhich c~:.d not 

increase· its exports at all under IDL financed purchases J \.Jould still end up with 

cc - .._.,::, __ -~ ---- --·· .. o:.. au.~.. .. ""-·~--~- e:...) ...... ..::s. 1~.:- is, 01 cou.:se, possible that soae 

/ 



devclop~nG co~trios JGY wish to strongv2en their ovmcd reserves by rQ1Ding a 

surp~ 12s ~..Jith ndvanccd co1..mtries, although tt:..s is nov.r less likoly since SDR r s 

cllocc:.:tod to t~-:c-.1 1-rill ps::·tly fill thei:~ ~eod. for more reserves. 
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57.. So::1o oi' -che. J.dVBlcGd coru:Ycrios may be concerned at the p:rospoct of increased 

pres3ure of de~~nd on their econo~os, a:rc2QY over~e~ployed nnd suffering from 

inflatio;}.. == c. count11 y is prapared to n2.ke etn c.dditio:;,1e.l transfer of re-.J. ::esourcos 

t.o the develo1.:,ing countries 9 it should also be vrilling to toke nction to restrc..in 

totci dcmond co the linited extent necessary. 

58. Tho cp.<.Dlltit c~tivG inpnct on the do::.-1estic econm::iGs of gdditiono.l iili.n...kn f.:.no.nce 

is i~ s~y case extrecoly ssall. The unequal distribution of world inco~e is high

lighted by the feet thc~t ert operation ·Hhich cc:n Dnke such n large proportiolial 

contribution to the resources of IDi~ should have a negligible iElpnct or.. the econorJ.ies 

of cor:tr::...buting countries~ On the ~.ssw';lption that .f;>l .. billion per annUl!l o.re devoted 

to adciitional aid, the demand for output in the rich countries, vJhich anounted to 

about $.1, 700 billion in 1968 9 would bo raised by little ~·1ore than one :1alf per :lllle. 

59. Ono objection that has been e..dv&~ced rol~tes to the tioe pattern of the two 

operations whi-=:h it is desired to link. This point has ·beon stated as folloHs: 
11?r-oi.·.l "Ghe point of· view of internationnl nonetary mc.nagm:tent 9 full flox:..bili ty 
of decision is called for as to \-.rhccher assets should be' created o::.." not. Fron 
the poii.1t of vieVJ of devolopnont, on the other hand, plccnning both by dono:rs 
and by recipients requires firn co:.J...'J.i t:-:lents over considerable periods. This 
wouJ..d in·vroduce o.n infloxibili ty into the monet2ry aspects of the schcn.o [1.nd 
thus i::1pc.ir the Honctary quality of tho nsset. 11 J.Y 

This cri tic:..s:.-:1 has little substance,, Under any sclle:21e which does not sterilize; SDR' s 

the volu::1e, tiiaing and distribution of SDH r s vJou..ld be deternined by tho estir11atcd 

monetary ncods of the vJorld economy 9 not by development needs 9 c..nd tho D.onotary 

quality of the new r,1sset would the:~ccforo not be inpaired. vJe recognize thc.t the 

enount of new SDRs to be created in any par-r.icular yee..r OI' period of years may go 

up or clovm. If contributions to IDL boro a ste2dy relationship to those SDR 

cllocations, they too Hould fluctuate o.ccordinslY., ·vJe do not consider that this 

would :proser_ t great difficul-ties to IDL.. Thore is in a..Yly case no long-torn guc.re.ntee 

as -co t~1o a:."Jount of Dationcl contributions to ID;~, and tho superinposi tion of a li2."Lc 

r,1 ~- .• __ ,,_. 
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G.e:cisio •. , suc:t as SD::ts, is s~J.'l.Jj occ, -'c,o ti::.e "~<Ji2.:::.. of c.. duly constituted m.s.jo:.·i ty. ::='~1e 

~.~ .. ::~-··.~..,-... ~ 
J.\:.:t._..'-""-'-'- ............... .s c.:-. i::.C:isDc::sa·::;:::_e clenent :::..n ~he systen :..s reflected i;.1 c,}w docislc.1 to 

gr::::.:ccr co-o:;;.s::a·..,ior:. a.L.:. i!"J.-;;erd.epence:c.cc.-, it \Jill be "'-ecossa.l"Y to ;:;J.OVG towarC.s 2. 

7he ~ajority of c,he Group 

c:onsidc:rs th:"c. :::. co:::..:::..0ct:.ivo::;_y n:ar.ag"'d sysc,ern. shou:::..d 1-:ov be su' jec"C to "Cho vat;aries 

I"C is also of -;;he 

0 "L!:e Cec:::_s:_o~·-s Ol goverr_C:CL"GS rega:t~::.g "Gll8 price at \Tr.ich gold "\<L:::_:::_ be 

bougl-.t c_ sold .::or ::lone:t.:::.ry pt..rpos..cs . ·.::1e n:. __ jori~~y of c,ho Group is . . 
::!..21 8....Y'J.Y C2..::3 G ln 
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first U:NC'.... , Grot:p of J~~x:)crts on Intcr.c.e.tioncl. Honetary I ss::Gs. W ~hos o co~1sid :-.;2."e~tions 
are i~ thei~ vi ew r~-~forced by the ~act t hat t2e SDR sche~e i~creas es ~iqkidity o~~y 

to a ::!i nor c: _3-ree; and that S:JRs are t hemselves linked to gold, ':Jbi ch thus appears 

indirect ly a s t.ne UJ.. timate and real sou :.1 ce of value . v\ihile these experts recognize 

the po .:..oi=._i ty qf an auxiliary beneficial effect of SDRs on the developing 

countr~es, they are concerned that the us e of SDRs by some developed count~ies may 

--~ 2.ead to a i..Jeakel-:.ing of the efforts of these count~ies to reduc e the deficits in their _.., 

bala.1ces o-:? pay_·:ent , i..Jhich would impede the process of restoring confidence in the 

reserve cur~e~cies . 

66. Hs. -ing dealt with Jche question of reserve creat ion, we novJ turn to the problem of 

balance of pay-:-::ents adjustment, \vhich provides a second item for consideration on the 

c..ge:1d2. of the managers of the \·JOrld 1 s monetary system. 

l§./ n'I'Ho members consider that given ~:.he need for more liquidity, the best way to 
increas e i-c vmuld qe by raising the price of gold. Their view is based mainly 
on the following considerations: 

" (i) Firs t , the rrice of gold (in terms of US doJlars) has not changed si::1ce 
the thirties, i..rhile the average price of commod.i ties has risen t"t,.ro 
and a half times . This implies a substantial decline in the pri ce of 
gold relative to other commodities. A.t! increase in price would 
certainly lead to an increase in supply . 

1
' (::...i) Rai s lng the price of gold vmuld immediately lead t o an increase il1 

go:d reserves, and hence to an i11c-rease ir1 liquidity in real terms. 
Such an increase in liquidity would stimulate economic activity, 
world trade~ and the flow of capital w~d aid to developing countries. 

11 (iii) Further, there is .a question of conf'ider:.ce in reserv e currencies. 
Central banks regard gold as a more reliable backing to the mone-:ary 
s-:rstem thar1 any new internatio:1al currency or asset, based on 
:..n-r,ernat:.onal conventions. 

"':..v) The proposed increase in liquidity could till{e into a ccount the needs 
of developing countries. n (~., para. 60..) 
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67. The \S.cv.r has recently gainGcl ground that thsrG are certain defects in the vJay in 

which tl:1e ::',I' otto.:: ~voods syste:~ has bGcr. operated . :..n pract.ice. \nJhile ::..i1 tho dovo2.oped 

countl"'ies ~1ish eruploy:2.Emt J.ovels h~:cre been maintain-3d and "t·JOrld production and 

intc;l'national trade have continued to groH ~ tl.1e systcn has revealed groWlng strains, 

at least d~~~ng the past decade. .The .orderly ru1d agrso0 adjustments onvisabed by the 

Bretton 1,{ood.2 system did not take place and the reco::-d shows nhot money 11 crises, 

Gmergm1.cy r2scue opera-c~ions, dom~stic restrictions anQ.,~~ · at least" in deficit countries, 

restrictions on the intei'IW.Tiional movenwnt of g()ods, services and ca_.pi tal (including 

aid) . Some da1n.:::.g0 ::1as bonn dono in misguided attempts to avoid cha_nges in exr:;hange 
\ 

l.'ates -- ch~gos which, in tho end, turned out to bo inevitable, and 11ere often made 

too lato. 

08 . Tl:o bias builu into the politics of the industrial countries against changes in 

pari ties has me&"YG that the degree of flexibility provided for in the Bretton v.Joods 

syst0m has not been fully used. Thus gover1~ents have deprived themselves of at least 

one instruraon-u of po~icy in the attempt to reconcile intern~ and external ob~ectives. 

Hore and more O.uriag · t~1e past :few years, the res~t .has been, not a_ny slovri.ng down of 

i:n.'lation, but creeping protectionism, a progressive locking up of some of the larger 

capi·t,~l mari:ots J and res·~rictions on aid to the developing count;ries. 

69. The p:c<oposal has therefore been made that the international comm1.111..ity should 

explore the poss:::...oiJ.ity of allo\-.ring changes in excha_ngo rates to play a greater, less 

episodic a!:.d hence less dr&'TI.atic and more efficient role in securing balance of 

pay~~rJ.ents adjustment. It is not our task here to exa.rr4ne the ma.'1Y. schemes which have 

been proposed, :: ... anging from fully flexible rates, \vi th no official intervention save 

for 11 sm.oothingn, to wider: bands a_nd 11 c:L"awlir_g pegs 11 governed by voluntary, mandatory 

or presumptive 11 rules of the gorae 11 • Suf'fice it to 2.ay that, if a reform is dec:..ded 
. ' . . 

upo:1, the choice &uor.g the various proposaJ.s must not be governed ex:Clusi vely by their 

conseque:::1cos for the industrial nations alone. The forthcoming study and debate must 

tG...'ke full account of the i:npact - both direct and indirect - of the various possible 

schemes on -c,he developing countries. In particu~ar, the following two questions arise: 

(a) :f-lovJ IVOLJ.l.d any proposed cha..Ylges in exchan.ge rat6 'arrangements affect, 
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(b) ·l!hat would be tho implications of such arrangements for tho policies "Go be 

pursued by tho developing countries therr.selves? To \.Jhat extent should they adopt or 

adap-~ such arrarJ.g0.::1ents, or are quite different policies appropriate? 

70 . The developing coru1tries will be indirectly but vitally affected by the ways in 

, , which changes i n exchange rate arrangements shape the economic policies and behaviour 

of the dsveloped countries. :f changes can be devised 1<1hich will give rise to 

faste;.-- gr·owth in the industl'ial countries, to more liberal trade practices -

particula~ly with rospect to goods in which 0he developing countries have a potential 

co~parative advw1tage - and to a greater flow of net aid on better terms, then 

cloarly the d~:::veloping as Hell as the developed cou11:tries will benefit. Indeedj the 

har.cfU: effects which present balance of payments maladjustments in major industrial 

countri es t ave recently had on the trade, foreign investment, aid &~d, in some 

insta.n.ces, growth policies of the industrial nations - with their inevitable 

cons-equences for the developing countries - is one of the most powerful reasons for 

seeking i mproveLent in adjustment mechanisms. 

?l . The mo::e c.:.rect implications for developing countries of frequent small changes 

i n the relative values of major currencies relate to the value of their reserves, 

their terms of t..c'ade, and to their ability to pui'sue appropriate stabilization and 

adjustment policies. 

72. It is inevitable that a multiple res erve asset system in which the exchane e 

values of ~Jarticular asse~ts are apt to f],.uctuato in relation to one another may 

create diffic~t pr oblems of portfolio me~agement.11/ Unless special arrangements are 

made ,.~ countries ho:ding the bulk of their reserves in the form of a particular asset 

may sta:n.d ·::;o lose in the event of a depreciation of that asset. The only effective 

long-run solution -co this problem Hould appear to lie in the development of a fully 

fl edged .in.t ernatior-al reserve instrum.ent to replace the reserve currencies. The 

creation of SDRs ::;_s advantageous from this standpoint also as offering a modest first 

ste-o in t r.J. s di rection. Any agreement to increase the exchange flexibility of "Ghe 

reserve cuTrencies would make it imperative to achieve more significant advances 

-co\·Jards this goal. 

~ 7 I 

··-- r_; 1~~.Le ... ::.~h: ~: ~,. c-: of s:{·Gel~r1c:.-l :_r.!.Cebtcct'1css 1r./ty also vary as a rosul t o · such 
:=-l .. e:~ J • • ~~ ~:_c ... ~ ~ 



73. Tn:J terms }of tr'ade of the d.ovelop::_ng cou:Y~ries may· also be af:.'octcd by the ado:J-Li.on 

o~ 1,.Jidc:1ed b~1ds or· CI'at.vli_ng pegs by tho ·devGlopcd cour.t:'ios) a]_ though it is difficul tJ 

to gono:rtliza on tl-is matter. ~he outcmne £'o:~ the te:rn:s of t ... :-ade would oc-.Jond or: the 
'• 

~_d cora::::.odity co:nposition of' t::c·3.de oi' d.ovelo:)ing count:;.."ies, c..s 

·Hell as on i:1sL.itu":,:.or..a.l factors--influencing p::ices of exports. If a developing 

cour:try' s G:::po:r-t p:-icc2. J_TG largely cletermil'led by the dc:rulli10_ pattc;rn in one, colliJ.t:ry 

o:r arou. Hhile =.ts imports are large=_Ly obtained' elsm1here, o. relative depreciation of 

the currency of th8 developed cou:::try or area concerned \.Jould tend to h2.ve an adve:rso 

effoct on tho tern1s of tro.cle of the devo:..oping cowT'c..l~y. Equally] of course, other 

developing cou.nt:rics -r,..;lth a different geographical distribution of trade might \vell 

~ain o~: the terms of t::.."ad.o. If, ho"~.;JGVer 7 a devclopL1g country 1 s export prices are 

determined i::1. lJO::'ld m2rkets, there may be no ch8.._nge in the tu::.'I,lS of trade. 

74. L~po:rt&~t, pro-~:..cms of stabilization may also arise. If developed countries 

c..dopted a sysT,c::::l of linli ted exchange-rate flexibility, many developing dou.ntr:.es, 

particularly the s~aller ones, may decide to peg thoir currencies to those of their 

major trading part::_..:.rs ln order to avoid frequent fluctuations in that impor·tant 

:-celation. If l!lany did this, the system might evolve into one of cur:cency areas with 

fleYibl .;- :rates between themselves and fixed rates \,Jithin tho area. Participa-c,ion in 

sue~- currency aree.s Hould reduce some of the unco:rtainti8s at'tached. to exchange-rate 

floxibili ty. =t wocid enable participating countries, even those wi thou-L fully 

developed financial institutions, to take advantage of the forVJard markets in the main 

financial centres in order to reduce some of the risks of foreign t:r·.ansactions. It 

,_,:ould also red1...ce t~e acLrn:i.nistrati 'Ie burden uhich flexibility in the majol" currencies 

vJOuld other'vlise impose on a..-'1 exchange control administ::."ation. - ~Jays should be explored 

by vlhich acces :> to fo:"wa1~d markets eould be facilitated, thus reducing exchange l~isks 

foy a VJidel" class of exporters in developing countries . 

75. On ·the o0her he.nd, pegging also has important dravrbacks. Under that system, the 

develop=...ng cour:tries ,.JOuld lose· whatever advan-cage they could derive from tho 

adjustment of' -~~leir OWl."l currencies to that of 'theil' main trading partner. Eore 

ir. po rt&..nt stil:, values of currencies of tl1e developing COL.lntrles wo1.tld x·eflect changes 

1·Jo-J.lci t~18:1 a_:;gre.vate balance of payments, diffic.ult:..es. 
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76. A fu:;.~the::.." pro.Jl.em arises among developing coun·tries expo:i."ting similar pl"'oducts 

if they peg tl:eiz- :tates to dif=erent cu.rrencies. Their compet:L tive position 

via-a-vis one GJ.1other could then ·oe affected by relative changes in the value of the 

major currencies, in \.Jays possibly detrimental to hJth. 1vhere such relative changss 

a::e· large, the lor..g-run C.:::."aVJbacks of pegging 1.Jould appear to out1..reigh its short-run 

advantages . 

77. l-Je now turn to the· question whether developing 0ountries themselves might 

consider adopting some form of limited exchange rate flexibility. The argurnents for 

such f __ exibili ty have little bearing on the adjustment· problems of the majority of 

develop~ng count:'ies. Thare is a small group of countries which have succeeded in 

avoidi11g ir..flationary pressui·es and h;ve maintained stable exchange rates. A system 

of li:nited exchange-rate flexibility could no doubt be operated by countries of this 

type, which are in approximate equilib:ri-ura and are capable of sustaining -chis 

equi.libri1li!1 \·d th only ninor adjustments in the values of their currencies. 

78. But the majo::ity of developing countries experience persistent pressures on their 

bal~~ces or pa~llients, which are not in most cases the result of inadequate or unsound 

policies. Such countries either use exchange controls and quantitative import 

restrictions to ::~aintain the par values of their currencies:; or also maintain dual or 

multiple exchange rates, or operate rates which fluctuate within \vider limits than 

those app:icable in the case of a sliding parity. In some cases exchange ratec hav~ 

registered a high rate of depreciation over tine. For these countries, the various 

pl"Oposals Tor limited flexibility. have li t<~le relevanc3, since their contribution to 

the cor::·ection of basic disequilibl"ium is not likely to be substruY~ial. 

?c 7. :..~1 -c.he light of the special conditions prevailing in dGveloping countries, the 

rules laid cio1m by Ilv1F should be l 1 eexamined with a vie1..r to determining 1,1hether they 

take adequate account of thesG conditions. Such consideration should involve 

exa.rninatlon 'o:f: the possible usefulness of dual OI' multiple rates of exchange in 

appropriate circumsts.nces. It ls recognized that j]{F does allovJ a certain measui'G of 

flexibility in practice, but this is usually regarded as being in the nature of a 

tempora!'y C.E. ""ogation f :"om the 2:'ll~es. -:t \-rou=-.c. be appropriate to consiC.Gr hoH far the 



CHAPT&q VII 

S:...~mary of ::."'eco~-c.endat=..orrs 

Moneta:c:.r Issues \·Ias ... _1c.t the reform of ~he inte::cnatinnal r:Dne·~a:y s:7"stem should be 

l1e ag:;:-ee '.<Ji th thi~ vie·iir and ezp:-ess ·tb.e ho:?c that. cond.:..t:.ons 

will prevs:::..l ir. Hh-c~1 8.-..L nations will pa:rtici9ate in vJOr:.d-uide. mo:-_eta:cy ar:.."'a:;lgemen·cs 

Hhir:!h \<lould : · .... cili·.:.ate &'1. ove:;::·-all. and generc.l expar.:. >J2.or_ o= wor:d trade and p~~mi t a 

conside:-ab: ... 2 in~...rec..se .... :!1 the flo\.v of aid to developing count::-ies. 

81., · .A .li~--~ should be C:!'ee.ted ·j9tween SDRs and addi tior:al development assistance" 

VIe have co:_J2.de:~:·ed ·.:.vro ma:.n 2.7enues of implementing this pro::>osal. 

invo::...ve a co:::..lect2.ve decision of the developed count::-ies, c:.ther~ 

Th0se would 

(a) . for ~ direct contribution to IDA of son8 propo::-tion of their annual 

allocatiL n? of SDR 1 s, fol::..ut·Jed by an imnediate exchange of such SDR' s 

into the national currencies of the donor countries concerned, 

or 

(b) for-.. a contribution of national currencies to IDA in some proportion 

of their a:~1ual al:ocations of SDRs~ 

In view of the ~rgency of inc~easing the flow of ai~ and vhe tech_nical feas~8~lity of 

either p::-opo:sa::.., we favour v.r ... :.chever app:i.~oach w~'Qld most readily secure the agreement 

of govo:."ninents .. 

32., In aC::di tic:.1 to the need for m1 increase in :ceaerves in gene-ral, we recognize ·chat 

deve~opir..g cm-t:J.tries have an u:."'gent need fo:.: additional liqu:.di ty and that one way of 

neeting th::..s need is to increase their IMF q_uotas .. It also. -appears important to us to 

reconsider the ba.sis o:1 which the ~hare of ueveloping countries in total IMF quotas is 

0.ote:.."'l11..i::1ed.. 'l:ne s:._)ecial needs of developing countries would justify consideration of 

8...."1 il1CJ.."8RSe in thei:.::- share of total quotas, and in u.i.1y e~vent l10 decline in that sha:.."'e 

shouid be pe:cm~tted~ 

83o Co:..1.sidera:Gion sr_ould be given to libaralizing the terms and conditions, and 

pa~·ticul.a:.."ly the period of repurchase: applicable to drawings illlder tb.e compensato:ry 

fin ...... _c;ing fac =-:-2.i ty. 

84-a Sb;.(ies .o·: the · Hprovement o::: the aC.just:nent process among_ the developed. cou:t:ries, 



Dear Mr. Perez-Guerrero: 

DRAFr 
FVibert:mk 

November 4, 1969 

I should like to acknowledge receipt of the report of the 

UNCTAD Expert Group on International Monetary Issues, 11 International 

Monetary Reform and Cooperation for Developnent11 • 

I note with interest the recommendation of the report in 

favor of a link between the creation of SDRs and additional development 

assistance. In my closing remarks at this year's Annual Meeting of the 

WOrld Bank Group I expressed the hope that SDR creation may help to 

lead to more favorable conditions for the growth of development aid. 

The report of the Expert Group is an important contribution to the 

further discussion of this issue. 

Mr-. Manuel Perez-Guerrero 
Secretary-General 
United Nations Conference on 

Trade and Development 
United Nations 
U.N. Plaza 
New York, N.Y. 10017 

Sincerely, 

Robert S. McNamara 
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under a complimentary slip? I forgot 
both envelopes & a complimentary slip 
of any kind. 
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trs. Shirley ey July 7, 1969 

~ exander Stevenson 

entation at UNCTAD Group eetipg. 

In iedm&n' a ence. thi has been aased on 
to The a estion iu the last paragr&p still lda 
and I would be glad 11' ou would 1n1'orm. Mr. Perez-Gu rrero 
accordingly. 

Attac~ nt ~ 
cc : • riedmac 

aeciletti 

AStevenson:js 

1J 8 1969 
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FORM No. 57 

TO: 

FROM : 

SUBJ ECT: 

INTERNATI ONAL DEVELOPMENT I INTERNAT IONAL BANK FOR 
ASS OCIATION RECONS TRUCT I ON AND DEVE LOPMENT 

INTERNATIONAL FINANCE 
CORPORAT ION 

OFFICE MEMORANDUM 
Mr. Irving S. Friedman 

\l ..)( Ugo Sacchetti 

Bank Representation at UNCTAD Group Meeting. 

DATE: June 30, 1969 

JUL 1 i969 
l c,....._..- ' 

This is in response to your request for suggestions as to Mr. 
McNamara ' s answer to Mr. Perez-Guerrero's letter of June 16, 1969, whereby 
the Bank was invited to nominate a representative to attend a meeting of 
a group of independent experts to examine recent economic developments in 
the world economy in general, and in the international monetary system in 
particular. I am reacting more specifically to Mr. Demuth's anticipation 
that one of the major subjects will be the link between the SDRs and 
development finance. 

As a background, I refer to the letter which Sir Denis Rickett has 
sent to Dr. Ossola on the "link" , where the general interest of the Bank 
on the subject was expressed but no precise position was taken. In view 
of this I would suggest that we defer our decision on the Bank representative 
until we have advanced further in our relations with the Group of Ten and 
have defined our position more clearly. The possibility cannot be ruled 
out that the group of experts take a rather critical view of developed 
countries , in which case it would be desirable that our representation be 
at a rather low key so as not to damage our position viz-a- viz the Group 
of Ten. 

I would therefore suggest acknowledging Mr. Perez-Guerrero's letter, 
thank him for the invitation, and inform him that we will be able to 
designate a representative at a later stage. You may note that the group 
meets in New York f rom September 17 to 25. 

cc: Sir D~ Rickett 
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Mr . Robert S. McNamara 

Irving S. Friedman 

Letter fro GecretB!Y- General of UNCTAD 

June 4 1969 

I believe that Mr. Perez-Guerrero would like you to 

be aware of the attached letter. 

I 
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T I OX S XJ.."' 0:\S r ~ ~IES 

CONF • "'E.\C ' 0~\ THADE 
DE\~ELO ::\lE:XT 

XND CO~FEHE:i\'CE S ·:~ l.E COL.~~RCE 
· T L ~ DE,-...,LO~">?E~E~ -T 

OFFICE OF T~:E S · CHETARY-GEi\ERAL 

OF ·scTJ.D 
BUREAU U SEC::::~2TAIRE -Gti\f:H.U. 

D3 L'~NC:'~ D 

T,;J,:grnnulc• : U?\.<1. T!OXS, GENf:VE 

TC!c. : 22. 212 uLl 22.3. · 

'l'Cl,'phonc : 3: 60 11 33 ; u \10 33 20 00 33 10 00 
Pal, 's des ?\ations 

12 l GEX$:VE 10 

-... :::::'3'. ~0 : 

27 Hay 1969 

Jear I.fr . Fried..'!lan, 

I \-las pleased to receive your letter of 9 May 1969 
concerr:ins- the proposed visit to ~,ashington by the Director 
of my Commodities Division for co~s1.:ltations with Bank 
officials in conn ex· on vli tn tne Stu<iy on Rubber . 

Hr. Chidzero, the Director of the Commodities Divisio:c-., 
·.:ill communicate <iirectly with r-11~. l--Iacone as suggested ir: your 
::.8tter . I shou2.d :ne~tion, hm...rever, t.at in vievr of his co::.1D.it
:·.lsnts relateei to the Preparatory !·~eeting on Cocoa, scl:eduled for · 
16 - 27 June, it will not be possi.ole for Hr . Chidzero hi:r.self 
to visit 1:Jashington at this stage. L1stead,. I am sending 
~'1r . 1-•• Haizels, .ll.ssistant Director in the Division, who will bo 
accompanied by Hrs . 1 t Hooft -Uelvaars, . our Consultant on Rt..!bber. 

Please convey to :tv:r. :t<cKamara my sincerest a~Jprec.:atio:1 
of Lhe Bank 1 s ready co- operation in this matter . 

_ ~~. Irving S. Friedrn.an 
:.::::onor..ic -c<iviser to the Pr.:side:c.t 
I~te~national Bank ~or 
~0const~.ction 2r.d Develop~ent 
:.818 E Street, !-J . 1-I • 
.. as~ington, D. C. 20433 
1.). s. 

Yours sincerely, 

I . {' '- .· '- '-- ...._.----t:._ -.....: 
iM'ani:rel P...§rez -tuerrero 

Secretary- General of lJ~~CTAJ 
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FoRM No . 26 
(6. 65) 

tA7 er e-.,14 ~ .s-; ~ I ~tAJ---
v~ ~ tr · vtf~ 

INTERNATIONAL DEVELOPMENT INTERNATIONAL BANK FOR INTERNATIONAL FINANCE 
ASSOCIATION RECONSTRUCTION AND DEVELOPMENT CORPORATION 

r ·-----------------------------------------------------------------------------------
INCOMING CABLE 

DATE AND TIME ROUTING 
OF CABLE: MAY 21, 1969 236PM 

LOJ NO.: ITT TELEX / 21 ACriON ffiPY: MR. FRIEmAN 

TO: mTBAFRAD INfDFMA TIOO' 
COPY: 

FR0\1: PARIS DEffiDED BY: 

TEXT: 750 FOR FRI:EIMAN 

REYURLET MAY 16. IF NECESSARY WE CAN ARRANGE FOR SOMEBODY FRO!I 

EUROPEAN OFFICE TO DELIVER STATEMENT TO C<l-1MITTEE CE COMMOmTIES 

IN GENEVA BUT WOULD APPRECIATE BEING ALERI.'ED AT EARLIEST POSSIBLE 

MOMENT. WE HEARD TID:S MO:m:IING FRDM SIMONET OF IMF-GENEVA OFFICE 

THAT LETTER JUST RECEIVED FROM WASHINGTCN STATED THAT BANK HAD 

AGREED TO IMF-GENEVA OFFICE MAKING STATEMENT ON PARr TWO COMMOmTY 

STUDY ON BEHALF OF BOTH FOND AND BANK. PLEASE CLARIFY. REG.AROO 

K.ARASZ 

MAY 2 1 1969 
i o . os- c...-.. 

IR 
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FoRM No. 57 

TO: 

FROM: 

SUBJECT: 

INTERNATIONAL DEVELOPMENT I INTERNATIONAL BANK FOR 
ASSOCIATION RECONSTRUCTION AND DEVELOPMENT 

INTERNAT IONA L FINANCE 
CORPORATION 

OFFICE MEMORANDUM 
Mr . Irving S. Friedman DATE: May 9, 1969 

Alexander Stevenson ~. MAY 9 1969 
I p f'Y"' , Bank Attendance at Me ting of UNCTAD Committee on Commodities, 

Genevaz May 19-302 1969 

We have concluded that we should decline an invitation to send 
an observer to the above meeting on the grounds that the agenda of the 
meeting makes no reference to the Bank's Commodity Stabilization Study 
and the Trade Policies and Export Projections Division is hard pressed . 

Against the possibility that the subject does come up, however, 
I have asked Mr. Macone to draft a suitable statement that could be 
delivered at Geneva. The statement would be sent, after clearance 
with you, to our Paris Office, who would be alerted to the possibility 
that they might have to go . We would then be in a position, if the 
subject comes up, either to send someone from Paris to deliver the 
statement or send Mr. Macone from Washington if there was to be any 
substantive discussion. 

This proposal is similar to what the Fund is doing. A statement 
is being sent to Edgar Jones in Geneva for him to use if, and only if, 
he is asked for it. We would ask Mr. Jones to inform us if the Bank's 
presence was needed. 

Do you agree? 
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cc: Mr. Demuth 

AJMacone/hl 

(signed) Irving S. Frle6ma:tl 
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AND 
PARTICIPATING AGENCIES 
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SEOUL 

KOREA 

United Notions Development Programme 
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Chongno-ku 

(CPO Box 143) 

Seoul 

Korea 

Tel: 74-8503, 74-8504 
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(Central Exchanges) 

New Itaewon .......... ... ...... 

Old Itaewon .......... ..... ~ ... 

UN Village ..... ............ .. 

The telephone number s of the 
individual apartment or house 
are identical to the apar tment 
or the house number noted in 
this publ icat ion. 

4- 2261/6 

4/2231/9 

54- 9112/9 

January 1969 



·.'?f"I CE (}"' THE RESIDENT REPRESENTATIVE 
fTNITED NATiONS DEVELOPMENT P!i.OGP.AMME 

~-1~. I-i.J.ns W, I(ambe:::g * 

YJ.ss N1.na Nash 

t1r ~ P , G.. "A• t on-Thompson -~-

Mr., -~ . R. Khan 

Mr, B" Khe.de:r.· -l~ 

Mr < So~ Moon Sup ~~. 

:..' 1\TE'ED NATIONS CEILDRJ.!l-PS FUND 

;.r t'. Alan Ec M : Bain 

Mr& Kim, Jung Lyoon ~'" 

WORlD HFALTH ORGANIZATION 

Dr. Chia- chi Ma 

-r-- ;: •. c companied by wife 
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17--J Cha.ngsung-;om'lg _: ChcnglJ:('r·K-u m ~ J. e ... 
Seoul CPO Box 143 

Resident. 
Re~n·esent.a ci ve 

Der-:.~.ty Recider .':., 
Representative 

FAO Seni:.J:>:' 
Agricult1ll·al Advise?· 

V.ior lJ Food ProgreJJ1me 
Projec.L Offir,er 

Assistant Resideat 
Representative (Admin o) 

Seni•.)':'' Administrative 
Assistant (Prograrrme) 

28 Samchung-dong_, Chongn•)-Ku 
Seoul CPO Box 1930 

Representative 

Assistant Prcgramrne 
<'Y•d Supply Officer 

r; J -8 ~.{ n I t 
I ~ · ; '..1..,.. '. ~ .t. ! 

Fouse ·1- S' 
Old J ~~2.. '-="'-10<1 

?5 -B 
Old Itc .. E-1.'0c; 

Hoc .. Se ~./;; 
N e1 · It.a.e, .... c l 

.h. 1.Y~ c p·~G:; 

0~ -2 I t_>. c• ... -o.; 

He· se i ':l " 
Ne-.~ I i:c:1 ~~~ <· n 

Eouse No., :_, 
Moo;;: 1wac ho:n 
Seoda em-:.;)r;-K·1. 
S eem·~ 

Tel , 'r ) ·-M.>95 

Tel ~ 75 -:o:;,.,o 
75-- ~.:::-.: .: 

Apt. 201, 
OJ.:.: i't.e.·~vwr. 

l F/-7'7 
Sevngbl' .;: ... c.o.n·=>; 
Sccn.z)J~..t · c·-¥.' •. 
Seuui. 

18 , 1· ·ka -~ Taepy1.:.r..g· ro 1 Ch u.ng-ku 
Seoul CPO 3 ox 5\J Tel ~ 

B.cpr esenJ 3.Jcive 

,..., ,... • ..., !.""'\ '. 
; .) ·-- I ...L. ,,...,.,: 
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Agency: UNITED NATIONS OFFICE OF TECHNICAL CD-OPERATION 

CARIM, T. * 
(Turkey) 

TOMBRE, E. * 
(Norway) 

POOLE, R.W. 
(U .S.A. ) 

Urban and Regional 
Planning 

Urban Traffic 
Engineer 

Social Work 
Training Adviser 

The Korean Institute 
for Physical Planning 
Ministry of Construction 
Tel : 75-8206 

- ditto -

National Social Workerts 
Training Institute 
28 Samchung- dong , 
Chongno- Ku, Seoul 
Tel: 75- 8307 

Agency: UNITED NATIONS INDUSTRIAL DEVEIDP,t;lENT ORGANIZATION 

MORRIS, H.C. 
(Australia) 

Physical Planner The Korean Institute 
for Physical Planning 
Minist~ of Construction 
Tel : 75-8206 

House 38 
Old Itaewon 

Apt. 111- B 
Old Itaewon 

Apt . F-1 
UN Village 
Ex:t. 469 

Apt. 208 
Old Itaewon 



S:;ecialized 1· gency: INTERNi. TION!'.L L'.BOUR ORGhNIS.fi.TION ( ILO) 

Special Fund 

LF'IY, R. 
(Israel) 

CR).BBE, L. J . * 

FOOTJES, H.C. * 
(Netherlands) 

STE.VLR.T, 11. 
(U.K.) 

Central Vocational Training Inst. Project (KOR 26) 

Chief of Froject 

Vocational 
Training 

Vocational' 
Training 

Trade Training 
i..dviser 

C. V. T. I. Office ;. pt . 304 
c/o Office of Labour i. ffairs Old Itaewon 
Tel: 53-9102/6 Ext. 13/14 

54-2986 (Direct Line) 

C. V. T. I. - So sa 
Tel: 76 

- ditto -

- ditto -

- ditto -

San 30, Kusan
Dong, Fook-Ku, 
Inchon 

House 26 
UN Village 
Ext. 268 

J~pt. 95-J
Old ltaewon 

Technical ~·issistance 

"<'Ji..NG , Y. F • 
(China) 

MEIBOOM, t • • 

(Israel) 

Special Fund 

JENKINS, R. .H. * 
(l.ustralia) 

SCHOLTZ, H. * 
(Germany) 

Industrial 
Hygiene 

Occupational 
Safety 

Office of Labour '~ffairs 

Tel: 53- 9102/6 Ext. 38 

- ditto -

Extension Services 
in the Medium Indust 

Chief of Project 
(Industrial 
Engineering) 

Production 
Engineer 

Cost :~ccounting 

Medium Industry Bank 
36- 1, 2-ka, Uljiro, 
Choong-Ku, Seoul 
Tel: 24- 3761/9 

Ext . 255, 258 

- ditto -

- ditto -

i.pt. 404-B 
UN Village 
Ext. 465 

;,pt . 1007 
Hill Top 
UN Village 
Ext. 658 

112/4, Itaewon 
dong, Yongsan
Ku, Seoul 
Tel: 4-4953 

J.pt. 1010 
Hill To:r: 
UN Village 

' House 59 
UN Village 
Ext. 330 
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Specialized Agencr. -- UNI'l'EJFNATIONS-FOODJJID- AGRICULTURE ORGANIZATION (FAO) 

Technical Assistance : 

YANG, Y. H. * 
(China) 

STEINBRING, A. 
(U .S.A. ) 

JHA , M. P. 
(India) 

Special Fund 

Applied Nutritiun 

FoC'd Marketi ng 
Economist 

Agricultural 
Statistician 

Applied Nutrition 
Project 
c/o Office of Rural 

Development 
Tel: Suwon 4101/9 
Ext . ao 
Agriculture and 
Fishery Development 
Corporation 
Seoul 
Tel : 75- 5861/5 

Bur eau of Statistics 
Tel : 75- 7922 

Soil Fertility Project (KOR 9) 

YAMAGUCHI , H. ~

(Japan) 

PRASAD~ T. 
(India) 

* 

Project Nanager 
(Soil Fer tility) 

Agricultural 
Statistician 

van den BERG, B.J. * Agronomist 
(Netherland) 

YAZAWA. ~ F. 
( Japan) 

Plant Nutrition 

Soil Fertility Project 
P .O. Box 17, Suwon 
c/o Office of Rural 

Develo,PTient 
Tel : 4101/9 Ext . 88 

- ditto -

- ditto -

- ditto -

House 1.44 
New Itaewon 

Apt . 804 
Hil ltop 
UN Village 
Ext . 629 

Metro Hotel 

House 8 
ORD Suwon 
Tel : 2758 

House 8~ 
Old Itaewon 

German hospi
ta-l compounrl 
Suwon 
House 8 
ORD Suwon 
Tel : 2758 
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Specialized Agency: UNITED NATIONS FOOD AND AGRICULTURE ORGANIZATION (FAO) 

Deep Sea Fishing Training Centre Project (KOR 10) 

LUSYNE, P.A. 
(Belgium) 

KITAGAWA, .s. 
(Japan) 

SATO, T. 
(Japan) 

HORIBE) s. 
(Japan 

LARSSEN, K. 
(Norway) 

STEELE, F. 
(U.S.A.) 

DERTING, J. F.* 
(U.S.A.) 

DOWNEY, C. E. 
(U.S.A.) 

VI CIANI, F. * 
(Itazy) 

DEWAN, H. C. * 
(India) 

Project Manager 

Master fisherman 

Deep Sea Fishing 
Training Centre 
Yeong-do 
Namhang-dong, Pusan 
PO Box 36, Pusan 
Tel: 22-3290 

- ditto -

Masterfisherman - ditt~ -

Masterfisherman - ditto -

Fisheries Technologist - dittn -
(Training) and 
Assistant Project Manager 

Soil Survey Project (KOR 13) 

Project Manager 
( Soil Survey) 

Soil Survey 

Soil Interpretation 

Soil Survey Projert 
PO Box 12, Suwon 
c/o Office of Rural 
Development, Su~n 
Tel: 4101/9 Ext . 80 

- ditto -

- ditto -

Administrative Officer - ditto -

Soil Analyst - ditto -

235 Koje- dong 
Tongnae- Ku 
Pusan 
Tel: 3- 2986 

- ditto -

- ditto -

- ditto -

- ditto -

Temporarily 
Apt. 305 
Old Itaewon 

House 145 
New Itaewon 

House 5(USOM) 
Tel : 2758 
Suwon 

House 2 
ORD Suwon 
Tel: 2108 

House 83 
Old Itaewon 
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Specialized. Agency: UNITED NATIONS FOOD AND AGRICULTURE ORGANI ZATION (FAO) 

Forest Survey and Development Project (KOR Z2l 

MCDONALD, H. C.* Prcject Manager Forest Survey Project House 130 
(Austral i a) (Forest Inventory) San- 1 Chongyang-ri, New Itaewon 

Dongdaemun- Ku, Se()ul 
PO Box 66 Dongdaemun 
Tel : 92- 6744, 92- 7797 

MARSHALL, w. E. Reforestation & - ditto - Apt . 301 
(U.K.) Erosion c..,ntrol Old Itaewon 

ANDEL, s. * Forest Inventory - dittn - Apt . 9- B 
(Netherl ands) UN Village 

Tel. Ext . 676 

HAUFE, H. R. * A.fforestati n Ernsi n UNDP Office 
Presbyterian (Germany) Control c/o Chollapuk-d~ · Pr~-

vincial Office . - Compound 
PO Box 29 , Ch~nju 

Chonju 
Tel : 4411, Ext .156 

Pre- Investment Naktong River Basin Survey Project (KOR 16) 

MOCK, F. J. * 
(Germany) 

MACDONALD, I . 0.* 
(U.K. ) 

TSENG, H. C. * 
(China) 

STEGEMANN, B. ~ 
(Germany ) 

MERRITT, R. * 
(U.S .A.) 

WOLFFSOHN, A. C.* 
(U.K . ) 

RATZ, E. 
( Swi tz.er l and) 

Project Manager 
(Hydrol"gist) 

Land Use and Farm 
Management 

AgronAmist 

Hydrologist 

Technical Offieer 

Watershed Management 

Photogrammetrist 

Pre - Investment 
Naktong River Basin 
Survey Project 
PO Box 94, Taegu 
Tel: 3- 2040 

- ditto -

- ditto -

- di t to -

- ditt l'l -

- ditto -

- ditto -

Same as Office 

- dit t .., -

- ditto -

- ditt o -

- ditto -

- ditto -

- ditt t"' -
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Speci alized Agency: UNITED NATIONS FOOD A~ID AGRICULTURE ORGANIZATION ( FAO ) 

GI L, N. * 
( Israel) 

HARTY, vi. ~~ 

( Ireland )-

~l~nd Devel ogment and Watershed 
Hanage~I!: ~ £r_o j e c(l'KQR 22 ) 

Project Hanager 
(Soil Conservation) 

Farm Management 

Upland Development & 
Water shed Management 
Pr ject 
Rm . 803 Sab0p Sosa 
Building 
Kongpyong-d "'~ng , 

Chongno- Ku , Se0ul 
PO Box 46, Kwanghwamoon 
Tel: 72- 9103/ 4 

UNDP Office 
Chollapuk-do 
Provincial Office 
PO Box 29 , Chonju 
Tel: L..lll 

VARISLIGIL , A . ,-x- Soil c-. 'lser vati <'"'n 
(Turkey ) 

Reclamation Section 
Kyongsangpuk- d,... 
Provincial Office 
Taegu 

.TOW·', B. C. 
(U . IC) 

YOU~JG, R .. A. -)~ 

(U . S. A.) 

RAJAKONE, W. -:< 
(Ceylon ) 

Soil Com:Prvation Recl amation Sect ion 
Kyonrri - do Provincial 
Of '"'ice Suwon 
Tel: ! 895 

Tubewell Irrigation Project (KOR 2~ ) 

Project Nanager 
(Hydrogeol ogy) 

Irrigation Engineer 

Tube>-rell Irrigation 
Project 
4th Floor , P!·ess 
Centre Bldg . 
l - 31, Taepyongro , Se nul 
Tel: 74- 8290 

ditto -

KAROGLANIAN, A. H . -:~ Drilling Superintendent - ditto -
( U. K. ) 

House 140 
New I taew0n 

Presbyterian 
Cnmpound 

c/n Naktong 
Pr ,.., ject Com
P· •1.'nd , Taegu 
PO Box 94, Taegu 
Tel: 3- 2040/ 2 

House L 
OB.D .. Suwon 
Tel: 2?58 

Apt . 908 
UN Vill age 
Ext . 646 

House 13q 
New Itaewon 

Apt . 206 
Ol d Itaewon 
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Specialized Agency: UNITED ~ ATIONS FOOD A~m AGRICULTURE ORGANIZATION ( FAO) 

APPLEYARD, \rf . P. ~~ Project Manager 
(U. K. ) (Fi shery) 

ELLEN, W. 
(U. K. ) 

CHENG, Aiss D. 
(China) 

Fi shery Operations 
(Trawl) 

Stenographer 

Fishery Advi sory House 40 
Services Project Old I taewon 
c/o Office of Fisherie s 
Seoul 
Tel : 24- 1620/9 Ext . 84/92 

22-2384 (direct line) 

- ditto -

- ditto -

Metro Hotel 
Rm . ?02 

38- 18 Yongmoon
dong,Yongsan- Ku 
Seoul 
Tel: 4- 4865 

Coastal __ Fishing Training Ceptre (KOR 25 ) 

OSWALD, E. 0 .~~ 

(U.S .A.) 
Project Manager Coastal Fishing 

Training Centre 
PO Box 20 Yeong-do, 
Pusan 
Tel: 22- 3290 

Same as office 
Tel: 3- 0518 
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Specialized Agency: UNITED NATIONS EDUCATIONAL, SCIENTIFIC AND CULTURAL 
ORGANIZATI ON (UNESCO) 

Special Fund 

Fine Instruments Centre Project (KOR l5J 

STEEL, J. E. 
(U.K .) 

NELEY , H • D • ~~ 

(Canada) 

THOMMEN, H. W. ~~ 
(Switzerland) 

STEENBERG, K. ~~ 
(Denmark) 

TUTTLE, W.D. Jr.* 
(U.S.A.) 

RYDER, P . C.-:~ 
(U.K .) 

Chief Technical 
Adviser 

Fine Instruments House 121-B 
Centre Project New Itaewon 
l, 6- ka Kuro-dong, 
Yongdungpo- Ku, Seoul 
Tel: 69- 7916/9 

Electric and - ditto -
Electronic Instruments 

Fine Mechanics - ditto -

Fine Me chanics - ditto -

General Workshop 
Practice 

Electro Plating & 
Metal Finishing 

- ditto -

- ditto -

House 134 
New Itaewon 

House 81 
Old Itaewon 

208- 15 
Itaewon- dong, 
Yongsan- Ku 
Seoul 
Tel : 8- 2529 

200, 2- Ka , 
Changchung
dong, Chung-Ku 
Seoul 
Tel : 52- 0201 

House 201 
New I taewon 
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Specialized Agency: WORLD HEALTH ORGANIZATION (1-VHO) 

Regular Programme : 

ESTRADA, R. A. Maternal and Child 
(Philippines ) Health Adviser 

Sta . MARIA, M. E.~~ Sr • Malaria Adviser 
(Philippines) 

MITCHELL, Mi s s E. Nurse Educator 
(U . K. ) 

MCH Project 
CPO Box 540, Seoul 
Tel: 23- 4356 

Malaria Project 
CPO Box 540 , Seoul 
Tel : 38- 0045 

Apt . Clover 
UN Village 
Ext . 518 

Apt . DF- 4 
UN Village 
Ext . 472 

Education and Training Apt . 111-A 
Project Old Itaewon 
CPO Box 540J Seoul 
Tel : 3 8- 0045 

KEY, F. T. ~*' Sanita~ian/Instructor - ditto - House 141 
(U.K. ) 

LIN, H. T. ~~ TB Adviser 
(China ) 

FILLMORE, Mi ss H. Nurse Educator 
(U . S.A .) 

KUO, Y. T. ~t 

(China ) 

REQUENA, H. F. ~~ 

(Bolivia) 

MUMH, Miss E.E. 
(U.S .A. ) 

ILIYAS, K. 
(Parkistan) 

ANTAL, G.~l . -;~~ 

(Germany) 

Public Health 

Sanitarian 

Health Educator 

Adviser on Public 
Health Administ
ration 

Epidemiologist 

New I t aewon 

TB Project Apt. H- 205 
CPO Box 540, Seoul UN Village 
Tel: 75- 7167 Ext . 545 

Nurse Educator Proje et Apt . H- 705 
CPO Box 540, Seoul UN Village 
Tel : 74- 6981/9 Ext . 618 
Ext . 4786 

Local Health Services 
Project 
CPO Box 540, Seoul 
72- 8296, 74- 0943 
Ext . 26 

- ditto -

- ditto -

School of Public 
Health Project 
CPO Box 540, Seoul 
Tel: 72-0223 

Epidemiology and 
Statistical Service 
Project 
CPO Box 540, Seoul 
Tel : 75-6284, 7605 

Apt . H- 409 
UN Village 
Ext . 574 

Hilltop 

Apt . B-6 
UN Village 
Ext . 449 

Apt . H- 503 
UN Village 
Ext~ 581 
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Specialized Agency: INTERNATIONAL MONETARY FUND (IMF) 

PANDIT, S.A.-1*' 
(India) 

Adviser Hinistry of Finance 
Tel: 72- 3208 

Hous e 161 
New Itaewon 
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Experts in Korea by Agency 

RP TA SP Total 

UN - OTC 3 3 

UNIDO l l 

ILO 6 3 9 

FAO 3 36 39 

UNESCO 6 6 

WHO ll 11 

IMF 1 l ---
12 13 45 70 

Experts in Kt-rea 'py ~ealities 

Seoul 43 Ch~nju 2 

Suwon 11 Pusan 6 

Taegu 8 70 

~erts in Korea by Nationality 

Australia 3 Italy 1 

Belgium l Japan 5 
Bolivia 1 Netherlands 3 
Canada 2 New Zealand 1 

Ceylon l Norway 2 

China 5 Pakistan 1 

Denmark 1 Philippines 2 

Germany 5 Switzerland 2 

India 4 Turkey 2 

Ireland l U.K . 12 

Israel 4 u.s.A . ll 

22 Nati0nalit i es 70 





• E . Franco-Holguin 

Irving S. Friedman 

UNC'l'AD Meeting in New York on pril 28 and 29 

April 21, 1969 

I planning to haTe ~.r. R.M. Sundrum, the Dir ctor of our 

Development Studies Grou , tt nd this informal. eting, and have so 

info ed him. 

cc: Mr. Sundrum 



FoR~ No. 58 

TO: 

FROM : 

SUBJECT: 

IN TERNATI ONAL DEV ELOPMENT I INTERNAT IONAL BANK FOR 
ASSOC IATI ON RE CONSTRUCTI ON AND DEVE LOPMENT 

INTERNATIONAL F IN ANCE 
CORPORATION 

OFFICE MEMORANDUM 
Mr . Irving S. Fr iedman DATE: April 17' 1969 

R. M. Sun drum 
P.? \ 

UNCTAD Meetin~ 

I have seen the letter from UNCTAD . I can attend the 
meeting if you wish . 

,., 1969 
tr .... 

" 



REF. NO. 

UNITED NATIONS NATIONS UNIE S 

NEW YORK 

TELEPHONE: PL.AZA 4-1234 

CABLE ADDRESS • UNATIONS, :-IEWYORK • ADRESSE TELECRAPHIQUE 

UNITED NATIONS CONFERENCE ON TRADE AND DEVELOPMENT 

Dear Mr . Consolo: 

7 April 1969 

APR 11 1969 

At its recent session, the Committee on Invisibles and Financing re
lated to Trade addressed the following request .to the UNCTAD secretariat: 

"It was agreed that the secretariat should continue its work 
on this subject, on which document TD/B/C-3/58, "Objectives 
for the mobilization of domestic resources by the develop
ing countries", was an interim report . Such continuing 
work was part of the mandate given to the secretariat by 
the .:;e cond Conference. It vTas proposed that the secretar
iat should continue to collect and analyze indicators, in
cluding any practicable composite indicators which might be 
devised, in an effort to establish a more objective basis 
for assessment of what developing countries are achieving 
in mobilizing internal resources and in making effective 
use of available resources, both internal and external, 
and also to brine out mor.e clearly particular problems in 
the field of development policy which it should be the 
aim of developing and developed countries, where appropr
iate in co- operation, to overcome. The secretariat should 
~ake further attempts to identify the relevant circumstances 
of different developing countries which influence the standards 
of effort which it is reasonable to expect . In order to be 
as objective as possible, this work should take full account 
of relevant aspects of the problem which are measurable , but 
at the same time it should pay due attention to qualitative 
aspects of development policy. " (TD/B/236, paragraph 21). 

We are convening a small -informal meeting here on 28 and 29 April at 
1.,rhich we hope to consult a number of experts in this field on 'vays of ap 
proaching the above study. It would be much appreciated if the World Bank 
would find it possible to designate an expert member of the staff to assist 
us on this occasion, if convenient . 

Mr . F. Consolo 
Special Representative for UN Oreanizations 
International Bank for Reconstruction and Development 
Washington, D. c. 20433 
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The precise time and place of the meeting will be communicated later . 

Hith kindest regards . 

Yours sincerely, 

~~ 
s . Dell, Dir~ctor 
New York Office of UNCTAD 
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OFFICE MEMORANDUM AR 2 

TO: 

FROM: 

SUBJECT: 

Mr. Irving S. Friedman DATE: March 1 / ':t969 ' 

N. A. Sarma N.A. ~ MAR 1 2 1969 
' , 

Certain Viewpoints on SuEElementary finance 

While attending the Third Session of GIFT recently in Geneva, 
I learned the following informally: 

1. The LDC's are likely to take up S.F. with the Bank Management, 
through some of their E.D.'s, before the next meeting of the 
Inter-governmental Group on S.F. convenes in June '69. I was 
given to understand that a decision to this effect was taken by 
the '77'. 

2. With respect to the viewpoint of Germany on S .F., while the 
officials in the Ministry of Finance have been critical, those 
of the Ministry of Economic Affairs are more favorable. (I gathered 
this in informal talks with the Swedish and British delegates.) 
It may be recalled that Mr. Karl Schiller, Minister of Economic 
Affairs, had stated at UNCTAD II in New Delhi, in his statement 
to the plenary meeting on February 5, 1968; 11The Government of 
the Federal Republic of Germany would cooperate in a constructive 
spirit in fUrther deliberations on the problem of supplementary 
financing . 11 

JED 

F .. 
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CERTAIN PROPOSALS IN DEVELOPMENT FINANCE 

N. A. Sarma 
March 11, 1969 

MAR 1 2 1969 

There are three proposals that have attracted nearly unanimous 

support among developing countries: 

(i) Buffer stock financing; what is contemplated is not investing 

in stocks on a continuing basis, but the provision of loan 

finance by an international agency to buffer stock managements 

set up for particular commodities, under appropriate conditions 

and safeguards - loans that would be repaid as their own resources 

are built up; 

(ii) Interest subsidy; some form of interest equalization, so as to 

facilitate the greater flow of private capital market funds to 

developing countries without unduly worsening their debt servicing 

burdens; and 

(iii) Supplementary finance scheme; to provide timely assistance to a 

country faced with an unexpected export shortfall that otherwise 

would disrupt its development program. 

2. The technical aspects, as well as the feasibility, of each of these 

proposals have been studied carefully and in detail. It is for governments 

to consider policy implications and seek agreed viewpoints. It is recognized, 

even among some governments that are critical of the proposals, that they 

serve useful purposes. Some donor countries would not be prepared to accord 

one or the other proposal a high enough priority, relative to other existing 

bilateral or multilateral aid programs. For instance, the U.K. obviously 

gives higher priority to IDA replenishment. West Germany and U.SoAo are 
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opposed to any interest subsidies on an international basis. France would 

prefer commodity arrangements, including financial support therefor, to 

other innovations or extensions of development aid programs. More generally, 

certain major donors are pre-occupied with the uncertainties of the inter

national monetary mechanism and with their own payments or budgetary diffi

culties, and are reluctant to take up additional aid connnitments of any kind. 

On the other hand, the smaller donor countries, in particular Sweden, the 

Netherlands, Canada, Australia and Switzerland, are forward looking in aid 

matters and have considerable sympathy to the viewpoint of LDC's . 

3. The three specific ideas mentioned above have wide support, both 

governmental and expert, mostly in developing countries but also in some 

industrial countries. Secondly, their total cost is unlikely to exceed 

$500-600 million a year: about $100 million for buffer stock financing, 

$200 million for interest equalization, and $250 million for supplementary 

finance. Initially, interest subsidy would cost less; it would increase 

in subsequent years . New contributions to buffer stock finance could be 

expected to taper off, and the funds would be essentially revolving once 

they have been built up. Again, supplementary finance needs may be larger 

or smaller in one year or the other but it should be possible to manage 

within a total of about $1.5 billion for a five-year period. Even after 

five years, the total cost of the three schemes together need not exceed 

$500- 600 million a year. 

4. If donor countries should decide to examine the proposals closely, 

for implementation by early '70's (i . e. to help forward efforts in the 

Second Development Decade), at such limited additional cost, they would 

secure the response of developing countries in a most significant manner . 
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The psychological and political impact would indeed be considerable on 

international economic cooperation and harmony. This would surely induce 

more adequate self-effort on their part and greater willingness to subject 

their programs and policies to performance evaluation by international 

agencies. It may be recalled that performance evaluation and policy under

standings based on periodic consultations are central to the scheme of 

Supplementary Finance formulated by the Bank Staff. 

S. With the high and rising interest rates in the capital markets -

which may be expected to persist - some way has to be found urgently to 

facilitate channelling private capital market funds to LDC's without worsen

ing their debt situation. 'lhis is now a real problem to the World Bank Group 

itself. The interest subsidy could be confined to new loans channelled 

through international institutions, and be limited to 2 or 3 percent -

i.e. the lending rates would be that much less than the rates at which the 

market fUnds are borrowed currently. 

6. Illustratively, may I recall a suggestion I made in a note in 

February, 1966 about IDA Replenishment? "to impart some flexibility in IDA 

operations, while retaining their soft character; to secure larger resources 

from governments, matching grants with repayable loans, preferably on soft 

terms; to use the Bank's contribution to IDA not for direct credits but to 

subsidize interest on loans to borrowers, on a larger scale and at more 

favorable terms to recipients than would otherwise be possible." Perhaps, 

this could be a possible approach when the next replenishment of IDA comes 

to be considered on a much higher level. 
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7. The cost - $500-600 million annually - may be seen against total 

official aid flows of lt6 billion a year; the total cost is hardly one-half 

of the annual cost to donors of techanical assistance . As such, this 

financing need not be envisaged at the expense of existing bilateral or 

multilateral assistance, nor as diverting funds from IDA replenishment at 

a higher level. While no implementation dates have been agreed to by 

several donor countries, all of them have accepted in principle that aid 

volume should amount to at least 1 percent of GNP. A few have indicated 

1972 as target date; even those who have not done so, have undertaken to 

step up their aid effort . Accordingly, a higher level of IDA, as well as 

the above three proposals, could be accommodated in this framework. 



• 

' 
(siqned) Irvinq S. Friedman 

TGeer : dfb 



Mr. • Con olo 

A. M. Kamarclt 

Your request on U CTAD Annual R port 

March 6, 1969 

tAR 7 
::} 

1969 
) ........ 

J ' ' 

For terial on trade and c dities, you should se Mr. cone ; 

For material on ufactures and regional inte ration, Mr. Kalmanoff ; 

For recent trends in the developing countries, essrs. wkins/Carter . 

You ould p r ciate, of cours , that prepar tion of terial for 
the UNCTAD Ann 1 Report st h ve considerably lower priority 
than preparation of terial for our o Annual ort. 

cc : 

AMK/ hw 
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TO: 

FROM : 

SUBJECT: 

INTERNATION AL DEVELOPMENT I INTERNATIONAL BANK FOR I INTERNATIONAL FINANCE 
ASS OC I A TION RECONSTRUCTION AN D DEVELOPMENT CORPORATION 

OFFICE MEMORANDUM 
Messrs. Friedman and Kamarck DATE: March 5, 1969 

Federico Consolo ~: MAR 5 1969 
Jr. rrr-- ... 

UNCTAD - Annual Report 

I am sending to each, herewith attached, letter from Dr. Prebisch 
requesting information from the Bank to include in the Secretariat•s 
Annual Report. 

The material on the various items, which I hope members of your 
staff will be able to provide, will be assembled by me and I intend, of 
course, submitting the final product for your approval before sending 
it to UNCTAD. I would, therefore, greatly appreciate your letting me 
know, by this coming Friday (the 7th), to whom I should address rrry self 
for this material. 

For your convenience, the relevant resolutions of the IInd Conference 
will be found in the reports on UNCTAD II to the Executive Directors (SecM68-63 
March 14, 1968 and SecM68-136, May 13, 1969). 

Encls. 



UNITED NATIONS CONFERENCE 
ON TRADE AND DEVELOPMENT • 

CONF~RENCE DES NATIONS UNIES 
SUR LE COMMERCE ET LE D~VELOPPEMENT 

T6l6gramm• : UNATIONS , &ENM 

Ttlu : 22.212 ou n .J44 

Palala do Nationa 

CH - 1211 &ENtvE 10 

Ttl6phont : 5480 11 334000 332000 33 1000 

REF. No .: TOO 321 27 February 1969 

Dear Mr. McNamara, 

I am writ i ng wi th reference to item 4 of the provi s i onal agenda 

for the ninth sessi on of the Trade and Development Board (TD/B/233, 

paragraph 251) entitl ed 11 Review of t he i mplementati on of the recommend

at i ons of the Conference 11 , and to resolution 19 (II) , adopted by the 

Board at i ts 50th plenary meeti ng on 15 September 1965 , whereby it 

deci ded to consider regularly each year the report of the Secretary

General of UNCTAD 11 as a backgr ound document for the review and 

assessment of implementation of the recommendations of the Conference 11 

(TD/B/71) . 

As has been~he case for the preparati on of the previous reports 

under thi s resol ution , the UNCTAD secretariat hopes to draw for the 

preparation of thi s year's report on information made avai lable to 

i t i n accor dance wi th the resol ution's operat i ve paragr aph 3 , in 

whi ch the Board invited i n particular the speciali zed agenci es of the 

United Nations to co- operate with the Secretary- General of UNCTAD by 

providi ng i nformation rel evant to the prepar ation of the above

mentioned r eport , a provisional outline of whi ch i s attached . 

Mr . Robert S. McNamara 
President 
I nternati onal Bank for Reconstruction 

and Development 
1818 H Street , N.W. 
Washington , D. C. 20433 
U.S.A. 
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UNCTAD 

I should like to invite your Organization to provide me with 

such information as in your opinion would assist the UNCTAD 

secretariat in the preparation of this year's report. 

Page 2 

In order to ensure that the best use is made of the information 

provided, I should be grateful if the relevant information could be 

made available to the UNCTAD secretariat not later than 30 April 1969. 

May I thank you in advance for your valuable co-operation. 

Yours sincerely, 

~~~~ 
Secretary-General 



UNITED lATIONS CONFER ENCE 
ON TRADE AID DEVE LO PMENT • 

ANNEX I 

CONF~RENCE DES NATIONS UNIES 
SUR LE COMMERCE ET LE D~VELOPPEMENT 

Provisional outline of the Revie~ of International 
Trade and Development, 1969 

to be prepared for the ninth session of the Trade and Development 

Board , in connexion ~ith agenda item 4 "Revie~ of the implementation 

of the recommendations of the Conference". 

Part One 

Recent trends in trade and development 

Part One ~ill revie~ recent trends in ~orld trade, including 

trade flo~s bet~een the developing countries, developed market 

economy countries and socialist countries, changes in terms of 

trade and import capacity of developing countries . It ~ill also 

give an account of economic performance in different regions and 

countries, ~ith particular reference to the rates of gro~th in 

developing countries. 

Part T~o 

Major policy developments 

Part T~o will describe major policy developments observed 

and measures taken in the period which has elapsed since the last 

report (i . e. since the latter part of 1967). The follo~ing main 

subjects ~ill be covered: 

General revie~ of trade policy developments 

Developed market economy countries 

Developing countries 

Socialist countries of Eastern Europe. 
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Apart from giving a summary of major trade policy developments, 

it is intended to cover under this heading the main issues related 

to recommendations of the first and the second sessions of the 

Conference and to those of the Trade and Development Board in so far 

as they are not covered in the following chapters. 

Primary commodities 

International commodity actions 

intergovernmental commodity agreements 

other actions or consultations relating to commodities 

multilateral food aid 

National measures of importance for commodity trade. 

Under this heading, the report will deal with the issues referred 

to in recommendations in Annex A II of the Final Act of the first 

Conference and resolutions 9 and 16 to 20 (II) of the second 

Conference as well as in recommendations approved by the Committee on 

Commodities at its third session and endorsed by the Trade and 

Development Board at its eighth session. 

Manufactures and semi7 manufactures 

Review of trade in manufactures and semi-manufactures 

General preferences 

Elimination of tariff and non-tariff barriers 

Export development 

Industrial branch agreements. 

The issues involved are those referred to in recommendations in 

Annex A III of the Final Act of the first Conference and resolutions l, 

21 and 25 (II) of the second Conference as well as decisions adopted 

by the Committee on Manufactures at its third session and by the 

Trade and Development Board at its eighth session. 

Financing of trade and development 

Mobilization of domestic resources 

Volume of international flow of financial resources 

Terms of external development finance 

Flow of private capital 

International monetary issues 

Compensatory and supplementary financing. 
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Under this heading, it is intended to cover recommendations 

A.IV.2l to 24 · and 26 of the first Conference and resolutions 2 

to 8 and 12 to 14 (II) of the second Conference. 

Invisibles - recent developments and actions in the fields of: 

Shipping 

Insurance and re-insurance 

International travel and tourism 

Other invisibles (transfer of technology, etc.). 

Under this heading, it is intended to cover recommendations 

A.IV.2l to 24 and 26 of the first Conference and resolutions 2 

to 8 and 12 to 14 (II) of the second Conference. 

X X X 

Attention ~ill be given in the body of the report to the 

follo~ing subjects: 

Page 3 

Trade expansion, economic co-operation and regional integration 

among developing countries and developments related to resolution 23 (I I) 

of the second Conference; 

Speeial measures in favour of the least developed among the 

developing countries (resolution 24 (II) of the second Conference); 

Special problems of the land-locked developing countries 

(resolution ll (II) of the second Conference). 
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FoRr.t No. 57 

TO: 

FROM: 

SUBJECT: 

INTERNATIONAL DEVELOPMENT I INTERNATIONAL BANK FOR I INTERNATIONAL FINANCE 
ASSOCIATION RECONSTRUCTION AND DEVELOPMENT CORPORATION 

OFFICE MEMORANDUM 
Mr. Irving s. Friedman DATE: March 3, 1969 

N. A. Sarma ~.A.~ MI\R 3 1969 

Third Session of CIFr (Geneva) J.f- '-:. 0 6';---- ... 

The third session of the (UNCTAD) Committee on Invisibles and 
Financing Related to Trade was held during February 17 - March 1, 1969. 
I thought it might be usefUl to give this quick, somewhat personal, 
report. Mr. Wishart would be sending the usual, more detailed, report 
in a few days. 

The new Supplement to DAC 1965 Recommendation on Terms was 
discussed, and the Committee adopted a Resolution on the subject. 
There was some extended discussion on the flow of financial resources 
and the mobilization of domestic resources, but no Resolutions. On 
Supplementary Finance, the representatives of LDC's reiterated and re
affirmed their support for Recommendation A IV 18 of UNCTAD I; in their 
view a scheme broadly on the lines of the Bank Staff Scheme would meet 
the objectives. The Secretary-General is invited to appoint a small 
group of independent experts to examine recent developments in the world 
economy, in particular in the international monetary system, to consider 
their impact on the trade of LDC's. 

On the whole, the session was a frustrating one. The various 
agenda items stand where they were left at New Delhi. 

1. Development Finance: The representatives of developing countries ..... 
wanted implementation of 1 percent of GNP aid target by 1972, together 
with a minimum for official flows of 0.75 percent. They urged continu
ity of aid, and channelling it through multilateral institutions 
increasingly. IDA replenishment was urged by LDC 1 s and donor countries 
equally. Canada and France pointed out how their temporary difficulties 
(balance of payments or budgetary) were not allowed to interfere with 
their aid allocations. The U.K. attached importance to multilateral 
aid, as also to continuity. Japan pointed to the rapid increase in its 
net official flows. Germany, while emphasizing private capital, agreed 
that continuity of aid and volume were both important. Sweden felt 
that the real transfer of resources to developing countries was much 
less than the published data on financial flows would indicate, and 
suggested a study of this question. In their view, the gross over
statement of official aid figures was, perhaps, having an adverse 
effect on public opinion in donor countries. 

2. 'Terms Target': The Resolution adopted by the Committee notes 
that the new DAC terms target indicated progress over the 1965 
Recommendation, and requests the UNCTAD Secretariat to prepare an 
analysis of the practical effects to be expected from its implementation. 

President has seen 
MAR 11 1969 

I .r ,....... 



Mr. Irving S. Fri adman - 2 - March 3, 1969 

Certain donor countries expressed inability to agree to implementation 
within a specified time period. The general view was that the DAC 
Supplement represented a step forward in the right direction, and that 
it was more than a mere Resolution. The omission of export credits from 
its scope, and the lack of greater certainty with respect to implemen
tation worried the LDC's. 

The representative of Denmark, as Chairman of Group B, introduced 
the DAC Supplement on Terms. For the first time, it was intended to 
ensure that at least a minimum volume was provided on the terms indicated. 
The spokesman illustrated the benefits from the new terms thus: if, say, 
$5 billion of new loans were provided each year on the new terms, debt 
servicing over 25 years would be $17 billion less than if the loans were 
all made at terms called for in the 1965 Recommendation - the so-called 
DAC average terms. (Statement attached hereto). 

3. Supplementary Finance: The Chairman of the Inter-governmental 
Group, Mr. Mermojlia of Yugoslavia, introduced this agenda item, and 
urged the need for an agreed Report at the next meeting of the Group 
(in New York, at the end of June 169). In view of the forthcoming 
session of the Group, it was agreed that extended discussion of the 
subject was not called for at this stage in this Committee. Ceylon's 
statement on behalf of the '77' is attached hereto. 

On February 21, at the request of the Convener of the Group of 177 1 , 

I was present informally at their meeting called to discuss S.F. After 
statements by Messrs. Sidney Dell and Mermojlia, there was discussion 
for about two hours. I had the distinct impression from this meeting 
that the LDC 1 s are anxious that S.F. be implemented early, broadly on 
the lines of the Bank Staff proposal. Towards the end of the meeting, 
invited by the Chairman, I stated my personal view that the S.F. 
Recommendation was one of the useful initiatives that emerged from 
UNCTAD I, and that the features of the Bank Staff Scheme necessarily 
follow from the objective - assurance of timely assistance when a 
country was faced with an unexpected export shortfall that otherwise 
would disrupt the development program of the country. 

4. other matters: The Secretary-General of UNCTAD is requested to 
consult member governments with a view to exploring the possibility of 
convening an inter-governmental group to consider the question of 
establishing a multilateral interest equalization fund. (u.s.A. stated 
it would not respond positively, as they did not support any such proposal.) 

The Secretariat suggestion for setting up an international group 
of experts for revie~rl.ng performance of individual developing countries 
was not acceptable to DAC countries, as also to several developing countries. 
On the whole, LDC representatives did not want prolife ation of insti
tutional machinery; the present Fund,Bank and Consortia procedures seemed 
adequate. 



Mr. Irving S. Friedman - 3 - March 3, 1969 

The representatives of donor countries on the whole did not 
like the idea of asking a group of independent experts to go into 
international monetary issues; some of them felt it might add to the 
prevailing uncertainty. The representatives of LDC's wanted an 
organic link between newly created liquidity and development finance . 

There is a Resolution on outflow of capital from LDC's (initially 
sponsored by Uos . s . R. at UNCTAD II, and now substantially modified) 
which requests the Secretary-General of UNCTAD for a study, paying 
particular attention to the question whether measures could be taken 
at the international level to control the outflows . 'B' Group countries 
were critical of this, mainly on the ground that it might raise doubts 
in the minds of private investors. 

'World Bank Group matters' : There was no discussion in the 
Committee; the subject is remitted to the next session of the Committee 
(March 1970) • 
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to provide either 70 per cent of their aid in the form of 
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nifica:nt t hat a number of :Jh.C kembers vJho formerly pro- ided 

loans at h arder terms have , sinc e the 1 965 :aec om:w.enclat ion v.Jas 

adopted , been able to shift at least part of their l ending to 

t hese softer t erms . CL'l1e j) __ c Chair mat.' , in his 1968 revievi of 

development ass i stance described at leng t h t he progress of 

Lembers under t he objectives established i n 1965. 'I'hese 

comments h ave also been included in TD/ B/ •.. , alons r:ri t h the 

-------- -------------------- ---·------·-
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full text of the original 1965 Recommendationo 

I A number of gcne:r·al points should be made about the new 
l 

D11.C Rccow.mend.ati on. In the first place, it represents a 

supplement to ti.1e 1965 RecOJmacndation, v~hich covered the full 

range of topics concerned with the fin c.ncial terms and con-

ditions of aid and YJhich all iJJlC ~.iembers have reaffirmed. 

Secondly, the new supplementary Recommendation esta.blishes nev.r 

objectives for aid terms, which all :J~iC Ivielil.bers have now 

acce:::1ted; it should be noted the.t this supplementary Recom-

men dation, like the 1965 Jl.ecommendation i tself , hf',s been &greed 

t o b;y all ll:1embers of the D.L~.c. 

The Di~.C has examined all aspects of this problem at 

great length in its efforts to achieve 811 agreement on terms , 

which while recognising the difficulties that some Hembcrs 

must face i n improvins their t erms , nevertheless represents a 

real step f orward from t he original ob j ectives stated in the 

1965 neCOIT@endation. 

The new Recommendation provi des fo r three a l ternative 

t argets that DAC Ic1embers are asked t o reacho 

To qual ify under t he first alternative, a rv~ember must 

h ave a l arge grru1t programme - 70 per c ent or more of its 

officia l development assistance must be i n t his form (descri bed 

i n p aragraph 8 ). 

To qua l i fy unde r t he second alternative (described i n 

:paragraph 9 A), a I.:lember must ensure that at least 85 p2r c ent 

of official development assistance is i n the form of grants 

or loans with a l arge concessional e l e~ent - l arger i n fact 

I 
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t han that pr ovided f or i n t he 1965 Hecommenda:tion. This method 

of qualif' inc; c e.ll s fol"' loc:ms as s oft as t hose specified i n t he 

agreed t ext f r om UNCIJ.':cD II ~ namely loa11s Ji t h a concessional 

element of at l eas t 61 per c ent ( fo r exc:unple, the t errus cited 

at Ul\fCTAD I I 9 loans of 30 ~years maturity, 8 - year grace period 

and at 2 .. 5 per cent i nter-est ) .. The Recommendation cites other 

c::-.::am:i)les of loan t erms whi ch have an equivalent concessional 

element . 

Both of t he alternatives so far de scribed are similar to 

t hose orie;inally in t he 1965 RecorJJ.llendation. The grant met hod 

of qual ifi c ation reL'1ains at the high level establ ished t hen ; 

t he qualif ication t hrouvh providing a specific p ercent age of 

grant and loan transactions , each with at least a minimum con

ce s sional element, r epresents a disti nct i mprovement over t he 

former targeto Fi rst of all, t he percentage c al l ed fo r i s 

somewhat hig 1er - 85 per c ent of t he t otal r at 1er than t he 81 

and 82 per c ent s et f orth in t he original Recommendation ; and 

s econdly, t he min i mum qual ifying t erms have been i mprovedc 

Compared with the so- c a l l ed "DAC average " t erms vJhich u::p to n mv 

s er ved as t he s tandar , c ontinued use of t he new mini mum terms 

would convey a substantial benefit to develo i ng count r i es in 

the form of r educed debt service p ayments i n t he futuT·e . 

Let ue illustr at e t his b enefit with a hypothetical 

example. If, s ay, ~5 billion of new loans v-.rere provided to 

developing countries each year at these new min i mum qualifying 

t er ms , t he debt s ervice r epayments over a period of 25 years 

would tot al more t han ~17 bi llion l ess than i f t his s treara of 

loans were made at the minimum s tandard terms previous ly c c:.lled 



I 
for :i:.n the 1965 Recommendat ion - the co·callecl "DAC averac;e rr 

terms . This iJOnld repi·esen·v a reduction of 20 per cent in the 

total debt errice Ch.Qrges and therefore an increase in net 

trans f e:t·s over the 25 years o 

In fact many D __ c I1'Iembers pr ovide large portions of 
• 

their assist9r1ce in the form of grants and loans considerably 

softer t hEm even the new t a1get , but for D_,.~.C Hembers vvho h~ve 

t hus f e.r only been able to provide their softest loans on so-

called "D ... ~C a erage " or even harder terms, this ilei.·J alternative 

t are;;et calls for a si nificant i mprovement in terns. 

The supplementary Recommendation provides a third 

alternative, \ovhich v-,'as not present in the original 1965 text o 

This alternative (described in paragraph 9 B) bridges the gap 

left in the old RecornLwndation by t he sharp difference bet·deen 

t-vm methods of qualifying - the grant ethocl and the minimum 

degree of conces sionalj_ty standard for individual transactions. 

This ne\7 alternative sets a standard for qualification requiring 

that a ~1iember have a very high averap;e concessional element in 

the softest 85 per cent of its official development assistance -

in fact, it would have to reach an average concession~l eleTient 

of 85 per cent in order to qualify . I shall have more to say 

on this question of the "concessiona " element later in this 

statement. 

The new stru1da.rd established here is a high one. For 

Eem.bers with a relatively small pure grant progre.:mroe, this new 

alternative is a much more difficult standRrd to reach thGD the 

second alterna.tive, based on individual loan transactions. 

Ho'aever, for 11embers able to provide 50 per cent or more in the 
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form of pure gra11ts, thi s neH standard p ermits some flexibility 
I as to 
1 
the te:t.':cls of loans nhich v.,rill en8.ble them to qualify 1.mder 
l 

the target., 

On comparin3 the tlu-ce differen t alternatives, it should 

be noted t hat a L~ember could qualify by provicling 70 per c ent 

in ·che fo rm of' pure gi·2Jlts o Another Member Llight provide, say, 

60 per cent of its progrunune in the form of pure grants, ~:d th 25 

per cent of its pr ogramme in the form of loans on slightly 

harder terms than the present "DAC average n ( for example, 25 

years maturity, 6 - year:· grace period and 3. 5 interest); t his 

would enable the i,.:ember to qualify tmcler the third alternative. 

lu10ther l".:'embe:c mi sht qualify 1.mc..er the second stB.ndard by pro·-

viding 45 1;er c ent of its programme in the form of pure grants 

and 45 per cent i n loans (of the kind described in parag:c·aph 

9 A), i.e. loan terffis , fo r exam~Jle , such as those cited i n the 

agreed text from ill~TAD II. 

~he11bers able to qualify under the p~re grant ste.ndard are 

free of any constraint on the t er11s of any loans they make in 

the balance of their total programme ; for many 1,1embers this 

loan 21ori tion of t Le progrC'JillJj_e i s extremely s mal l but tmder the 

standard described it c an b e as l arge as 30 per cent of t he 

tota l official development assist2nce. In the c ase of the 

other t wo alterno.t ives , t he targets specifi ed cover all but 

15 per c ent of total official development assistance commit-

ments . 

/. 

- -------------------------------------------------------------------------------------
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The obj ectives of the Recommendation apply to official - -devclopmc~-~ ?-ss:Lstancc Hhich is intended to be concessioncU 

jin.~cl1~racter. --~~h~-Y do not apply to export c:cedi ts which are 

\ of a different nature o Bordcrl-i ne c ases are being examined 

1- with a view to defininG such credits with more precision. 

\ ):,oreover, the new supplementary Recommendation stresses the 

. i mportance of further careful study of exporu credits and 
l 
\ their l"' e l ationship to development considerations and the 

Iindebted.ness problem facing less developed countries. 

1mother feature of the new :Hec0li1mendation , which is 

i mportant and is introduced for the first time, is the 

intention ( descx·ibed in paragraph ll) of assessing not only 

the terms of a particular D.::..C I•:, ember's programme but a.lso 

ensurinG that at le&st a minimum volume be provided on such 

terms . Thus , very concessional but very small programmes 

relative to the Gross National Froduct of particular donor 

countries \'Jould not qualify o 

It is necessc:,ry to s ay a word about the use of the 

c oncept of 11 concessional element" as a measure in defining t he 

t wo alternatives to the pure ~rant method of qualifying. For 

c onvenience, the calculation adopted for this puxpose has been 

made on the basis of a discount rate ( admi ttcdly somev1hat 

\ arbitrary) of 10 per cent. 
t 

I t should be stress ed tha t the standards could also be 

expressed usinB other di s count rates - either higher or lower 

than 10 p er c ent without greatly affecting t he actual l evels 

s elected uBder the various alternative t argets . Both of the 

I 

·-- ---------------------------------------------------------------------
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alternatives to the grant target re})rcsent higher l evels of 

accomplishment thc:LD. previously c al lGd for in t he original 

V/Ording of the 1965 Hccommendation e This would be true even 

if the;y were re-stated using other methods for e;.._--pressi ne; the 

degree of concessim1e>.li ty of particular financi 1 transactions. 

~ie thinl;: that the avoidance of the rigidity of the 

original t argets while , at the same time, raising the obj ectives 

is in itself a worth while iD~rovement, enabling both donor 

and recipient countri es to conc entrate on the concessional 

quali t ;y of aid 17hile avoiding uJinecessary requireEJ.ents that 

e ach particul c::.r transaction be identical in all rcs1)ects "117ith 

a cit ed standard. 

The new terms obj ectives will have not only the benefit 

of encouraging many Di1.C l\1embers to i mprove their terms but 

should also help to reassure other D~·.c I1flembers, "llvho have been 

able to provide much softer terms , that better harhlonization 

of terms is being strived for. 

Finally, it sh01..1.ld be noted that this new supplen1entary 

Reco:uunendation c alls for regul ar review within t he D.t'.C of the 

progress of L~ember countries under it. 

------------------~----------------------



3rd Session of UHCTAD Coilllni ttee o:n Jnvisibles 
& -~in<'_;_llg_jr;g Related to T::r:de 

Statement made by !·1r~ R.c.s~ Koelmeyer ( Ceylon ) 
on 25th February, I969; on behalf of the Group 
o f 77 on ._ §UJ:>PJ..Ji:f.JENTARY FIN.P:JIWIAL I·JEASl.iTBS .-. 

I [1I1l authorized to make the follovring statement on 
'( 

behalf of the Group of 77 and that includ~ members of the 

Group represented on this Committee as vrell as the many 

observers from developing countrj_es, members of the Group,' 

vlho have been follm;ing our proceedings during this Sessiono 

The Group of 77 1·1ishes to reiterate and to reaffirm 

its strong support of recommsmdation A IV I8 e.nd for the early 

i mplementation of a Scheme of Supplementary Financial Measures 

along the lines of that recommendation 

The developing countries on the nter-governmenta l 

Group on Supplementary Financing issued a j oint state~ent at 

the Third Session of the Group ( TD/41 ) * That statement set 

out in some detail the objectives vThich a scheme of Suppleme-

ntary Finan cj.al :f'.1easures s 10uld achieve and the principle 

elements which a Scheme should embody if it were to provide 

t he basic features of assurance and timeliness of assistance 

needed to maintain the integrity of the development plans of 

developing countries faced 1'li th disruption due to unexpected 

shortfalls in their export earnings of a ne.tur·e and dura t · on 

that canno t be met by short te rm balance of payments support,, 

The deve lop ing countries, members of the Group or 77 

are firwly of the viEm that a Scheme broa ly on t e lines of 

that pTopobed. by thn staff of the \!orld Ban { cO"LJ.ld adeq_uateJy 

ect the o bj c c:ti V8S of . IV I8o f it is the earnest hops of 

. . 
1; ....... .· 1 { _ -,: ·i () 1·· 1 ~ 8 \-e:l O}.l!:tv t p·j 1 ·i r.;r .; (, C Ul.J"'-; ~'i ~ 

I •. 
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The developine countries endorse the vic~r tha t the 

Scheme should be based on objective criteria so as to ensure 

that " reasonable expectations" of development support envi-

saged in A IV IS would be both assured and timely. 

The deve l oping countries also fully endorse t he vie'" 

t hat the Scheme of Supplementary Financial Measures should not 

be established in such a 'I'Tay as to give rise to an op en-ended 

commitment on the part of c"!..'Jnor countries. They are satisfied 

t ha·a a rorkablc scheme could be set up on the basis of a fixed 

commitment on o 300 - 400 million per annum for an initial five 

year period as recommended by the staff of th,e \'lorld Bank. 

It is pertinent in this Statement, to refer to the 

decisions of OAU/ ECA meeting held laot January: 

"that African countries support wholeheart edly the 
scheme for supplementary financing and urge tha t 
agreement should be reached to enable it to enter 
~nto force from the start of the Second United 
Nations Developmen t Decade ." 

It i s also pertinent to refer to t he consideration 

given to the Scheme at t he highest poli tical level at the 

meeting of Commom1ealth Prime Ministers ' in London l ast mont h . 

The Com.mw1.iq_ue of that l\1eeting stated :-

"Heads of Govern.rnent expressed the hope that the 
cons ide r ation of the scheme of suppleoentary financing 
would l ead to early results of benefit to developing 
countries." 

In express i ng this hope the Commonwealth Prime Minister~ 

were endorsing the viev.rs of the Co!D..ffiom·real th Finance Ministers 

in their meeting in London i n September 1968, -vrhen they expre-

ssed concern that no decision had been reached on the proposal 

for a scherne of supplementary financing and urged that the work 

of the inter governme~tal group on this should be finalised as 

soon as possible. 

The Commomveal th J!"'inance Ministers placed t heir comment s 

on supplement ary financ ing i n the context of the chronic shor-

t age of foreign exchange of developin~ coJ~t~ies a~d stated as 
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follovlS:-

11 The chronic shortage of foreign exchange was a matter 
of increasing concern particularly to developing 
countries. r·1inisters stressed that increased export 
earnings through fair and remunerative prices for their 
ma j or exports, cor.o.modity agreements, and improved access 
to ru1d development of export markets, uoxe easeutial to 
continued economic groHth in developing countries. In 
this context JIIinisters 1vere concerned to note that no 
decision had yet been reached on the proposal for a 
scheme of supplewentary financing and urged that the 
work of the inter-governmental group on this should 
be finalised as soo!1 as possible. 11 

It should be stated that the meetings of Coumonwealth 

Prime Ministers and Commonwealth Finance Ministers included 

many developed and developing countries represented on this 

Committee as v1ell as on the Inter-governmental Gr oup on 

Supplementary Financing. 

The Group of 77 reque sts all developed covntries~ both 

market economy and socialist , to bring to the attention of the 

appropriate authvri t~.--s i n their countries the strong and r e-

solute support of developing countries fo r the s cheme of supp-

l ementary financing and appeals to t hese c ountries to consider 

t aking posit i ve measures to make possible the early implemen-

tation of t he Sche·e e 

GENEVA , 

25 February , 1969. 
/ BRM. 




