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Re~ks of the Representative o:r the 
International Bank for Reconstruction and Development 

Eeonomic Commission for Africa 
Addis Ababa, Ethiopia, January 3, 1959 

¥.1r. Chairman, Distinguished Delegates, Ladies and Gentlemen: 

The World Bank is honored and happy to have been asked to be present 
at this inaugural session of the Economic Commission for Africa. It is a 
privilege indeed, Hr. Chairman, to be a witness at this long-at-raited moment 
in the history of a continent. 

I"'r. Chairman, we have no doubt in the World Bank that the raising of 
living standards in .Africa is a task of great urgency • . At few other places 
on earth does so much of mankind live so precariously on the margins of 
misery and death. At few other places on earth do so many human beings 
yearn so keenly to come out of the darkness of centuries past and into the 
light of the century present. 

Ahead of the new Africa are many magnificent opportunities. Much 
already has been done to show what progress is possible. But we are only 
at the begirming, and the problems that remain should, by their size and 
complexity, make us humble. In relation to -vrhat must be done in Africa, none 
of us can say that 'tve have made so far more than a modest contribution. 

In the World Bank, we hope and expect that our contribution will grow. 
Many ·of the main facts about the Bank • s activities in Africa are set out, 
clearly and briefly, in the documentation provided for this conference •. 
It only remains for me to offer a .few remarks that may be helpful to the 
Commission as part of the background for its deliberations. 

Let me begin by recalling to you a fact which too often is left to go 
without saying. It is that the Bank is not only an international organization, 
but a cooperative one, drawmg on the resources of its members and using them· 
for the benefit of members and member territories. Nearly all the states of 
this continent have access to the Bank, ei th.er as members in their own right, 
or through their association with members. 

About one-seventh of the Bankls lending for economic development has 
been .for projects and programs in Africa. The total of loans on the 
continent is now $542 million. The tendency is for the rate of our lending 
to accelerate each year, and for the proportion of African loans in our whole 
portfolio to grow larger. 

It was a source of special satisfaction to the Bank that the first 
African country to borrow from us was a nation which had long been independent. 

( This first borrower was Ethiopia, where the Bank made loans for highw~ 



- 2 -
. 

improvement and industrial dev~lopment in 1950. It is pleasant to recall, 
incidentaJ.ly, that the signature on the loan documents signed at that time 
is that of the distinguished leader of the Ethiopian delegation at this 
meeting. 

In the five years after 1950, the demand for Bank assistance was not 
strong, and the Bank's loans in Africa averaged only a little over $50 million 
a year. T'nen the average began to rise. During the past three years, it 
has been more than $90 million a year, and in the year ended tbis t--reek, our 
lending in Africa passed ;;J>:llo million. We take this to be a good omen. 

We e:xpect the demand for finance in Africa to go on growing. This 
expectation is one of the factors that has led our executive directors to 
recommend, as you know, that me!lDer governments greatly increase their 
guarantees which back the Bank's operations. 

Most of the Bank's lending in Africa has been for utilities -- especially 
electric power and transportation -- that have a pervasive influence throughout 
the process of economic growth. The Bank t s investment in power in Africa is 
about $180 million; and the largest hydroelectric project with which we are 
associated aqywhere in the world is here in Africa. 

For every dollar we have invested in power, we have invested nearly two 
in transportation in Africa -- in railroads, motor roads or port development. 
Our lending for this purpose comes to $320 million. The Bank's experience 
suggests that among the physical. paraphernalia of development, none are more 
ardently sought than transportation facilities, . not only to enlarge markets 
and to stimulate agricultural and other lines of production, but also to 
widen human contacts, and to bring more of the necessities and amenities of 
life to areas previously hard to reach. 

Mr. Chairman, sound counsel has been given here about the desirability 
of taking measures to attract to this continent as much private investment 
as possible. Let me point out that the Bank itself is an instrument for 
conveying and promoting the flow of private capital. Indeed, it can be 
roughly calculated that of Bank funds disbursed for the economic development 
of Africa, half were raised in the private market by the sale of our bonds, 
especially to financial institutions in Europe and North America. What some 
of you may not know, beyond this, is that the Bank has succeeded in transferring 
some $50 million worth of its African loans directJ.y to private purchasers 
in Europe and America. Finally, with the cooperation of the Bank and in 
phase with Bank financing, three African countries have been able to float 
$85 million of their own bonds directJ..y in the New York market in the past 
year and a half. 

The Bank, as I have said, hopes and expects to do more and more develop­
ment financing in Africa, and the scope of what it can help to do is consider­
able. Yet there are limitations to its financing of which the distinguished 
delegates probably are aware. Under its charter, for instance, the Bank 
usually lends to meet the costs of imported goods and services, and leaves 
domestic expenditures to be financed by the borretver. Moreover, tne Bank 
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does not lend for projects in the important fields of education, health 
and housing. And, finally it does not lend more than it believes a boiTower 
aan repay. 

In the case of some countries and some projects, this means that the 
Bank, and other investors operating according to similar standards, either 
cannot operate, or cannot operate on an adequate scale. For this reason, 
among others, the management of the Bank has long believed that consideration 
might well be given to enlarging the international machinery for f'inancing 
development. \'Jhile the precise form of any new machinery would necessarily 
have to be decided by the countries giving financial support,, it should 
provide a way to convey funds for useful projects not otherwise likely to be 
financed, and should do so without adding appreciably to the burden o£ 
international debt in foreign exchange. If f'unds are made available on 
these terms, in order to have their full impact, they should be administered 
according to serious economic and technical. criteria. 

'lhe more the Bank works in the development field, Mr ~ Chairman, the more 
it is impressed by the importance of factors other than external finance. 
External finance is only a means to mobilize internal energies, skills and 
resources; and it is only one means. For that reason, the Bank has been 
led into a variety of activities in technical. assistance. Very few Bank 
loans are made that, when it comes to project execution, do not require 
technical assistance of one kind or another.· Apart from projects, the Bank 
has often recruited experts, or made members of its ovm staff available as 
experts, to work out approaches to particular problems of development. Beyond 
that, the Bank's activities in helping governments to draw up development 
programs have been mentioned by a number of delegations J and are set out in 
your documentation. 

It follows from nearly everything I have said, Mr. Chairman, that the 
Bank and the Economic Commission for Africa will have maey interests in 
common. There will be many points at which their activities will touch 
and reinforce each other. The Bank, for its part, will welcome opportunities 
tor active collaboration as they arise. 

Mr. Chairman, the President o£ the Bank, for reasons which you know, 
is himself today in Africa. He has been very much interested in the fact 
of your meeting, and has asked me to give a special greeting to you and 
your colleagues. This is his message: 

"Very possibly the largest untapped reserves of human and physical 
resources left on earth lies in the lands from which you come. The world 
at large has been increasingly drawn to Africa by its great material resources. 
J:tut to realize the whole splendid endowment of nature here will require the 
fullest participatio~ of the African peoples themselves -- their most un­
remitting work, the widest engagement of their talents, and their wisest 
leadership. 

"In the development of Africa, the new Commission will be uniquely placed 
to serve as a disseminator of techniques and ideas that will speed economic 
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advance. Not less significant, by its very e:xistence 1 the Economic Commission 
for Africa will stand as a symbol of the determination of men to elevate the 
way of life for all on this broad continent. I would like to extend my best 
wishes to the members of the Commission for the success of this new and 
important venture. 11 

Mr~ Chairman, that concludes my President's statement and concludes 
r.rry own remarks as "t-Tell. Thank you, 
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International Student Conference 
University of Texas, Austin 
March 1, 1968 Harold Graves 

Associate Director 
Development Services Department 
World Bank 

Mr. Chairman, Delegates to the International Student Conference, Ladies 

and Gentlemen: 

It \·las \-lith a good deal of alacrity that I accepted the invitation to 

come here and speak to your Confere1ce today. To have to launch and defend 

one's thoughts before a gathering as interested, as varied and as talented 

as this one is the kind of experience 'l;vhich ahvays is instructive and useful. 

I thought , too, that to come here was a \vay of paying tribute to Professor 

C. E. Ayres of our host University, one of the fathers of modern thought on 

the subject of economic growth and the author of a classic book, ':The Theory 

of Economic Progress."!/ So here I am, and thank you for asking me. 

The topic originally suggested for this talk \vas 11 Developing Nations 

Is Private Enterprise the Ans\ver? 11 In simpler and more innocent times, 

Woodrow Wilson thought so. While he was still a professor at Princeton, 

looking across the Pacific he said: 1'The East is to be opened and trans-

fanned; Hhether we will it or no, the standards of the \.Jest are to be imposed 

upon it. Nations and peoples who have stood still the ages through are to be 

quickened and to be · made part of the universal world of commerce and ideas." 

And this process, as Wilson sm-1 it at the beginning of this century, \·las to 

be carried out through normal trade and business contac ts, by private businessmen. 

But today, the questions that exercise us are mostly in the realm of 'l;vhat 

governments can or should do about deve lopment -- including, but by no means 

1/ C. E. Ayres, T~~ Tl~eo~y___9f Ec:._t2_~omic. ProgE_ess, 2nd ed ., Ne'v York, Schocken 
Books, 1962. 
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confined to, what they can do to encourage the participation of private enter­

prise. So, \vi th the permission of your Program Chairman, my topic was changed 

to 11The Economics of Development-- Issues for Today." Let me assure you at 

once, hmvever, that I am not an economist. I refer you to the \•lOrds of a 

Burmese diplomat 'tvho became for a time his country's Ambassador to the United 

States. At a farewell luncheon given to him in Rangoon he explained about 

himself, "I am Bunnan by birth, British by education and" -- here he lifted 

his glass-- "Scotch by absorption.n I doubt, hmvever, that my economist 

colleagues in the World Bank would let me claim to be an economist, even by 

osmos is. 

I do not consider this a vital handicap and I hope that you will not 

eitl1er. For one thing, the subject of economic development is not exclusively 

an economic one, but one on \-7hich the historian, the sociologist, the anthro­

pologist and the political scientist, among others , have a good deal to say. 

It covers such a 'tvide and complex range of human activities that most eco­

nomists have long ago given up any tendency to claim a monopoly of the matter. 

As Sir Arthur Lewis, one of the best of present-day economists puts it, they 

have ''even abandoned parts of the subject altogether as being beyond their 

competence ." 

Let me also give you John Stuart Mill, the political economist of the 

19th century who said, ''Except on matters of great detail, there are perhaps 

no practical questions, even amongst those \o7hich approach nearest to the 

character of purely economical qnestions \•Jhich admit to being decided on 

economical premises alone.'' What economists often do, however, is to indicate 

to the policy maker what choices of action are available to him, or what mix­

tures of choices, and what might be the consequences of each. I thought ~erhaps 
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that this might be the most useful thing for me to attempt here this afternoon 

to indicate what some of the choices are and to let you, if you will, consider 

yourselves the legislative body that will make the choice. 

II 

It may be well to start '\vith some of the broad dimensions of the problem, 

and if in so doing I repeat things that Mr. Narasimhan has said, it will simply 

underline them. 

We are talking about countries Hhich are relatively rich and countries 

which are relatively poor -- let us call them high-income and low-income coun-

tries. A dividing line between the two may arbitrarily be put at a level of 

$250 a year of per capita product. We can consider that countries with this 

product or less are poor. 

By this definition, about two-thirds of the world's population is living 

in poor nations. There are about 3.5 billion people in the world; and some-

thing like 2.2 or 2.3 billion live in low-income countries. There are over a 

hundred of these countries, and about half of them have a per capita product 

of less than $100 a year, cons iderably below our dividing line. They are of 

2/ 
the greatest variety, ranging from the biggest -- China -- to the smallest.-

More than half of them have populations of less than five million people --

less than Chicago or Buenos Aires; U. N. Secretary-General U Thant has called 

them the "mini-countries." 

~ The total gross product of the poor nations is on the order of $300 billion 

a year. This is considerably less than the gross national product of the United 

2/ Wo_~!_~~a~0~!_~§_~__£_~~ita Product; Populat~on; Ma in Urban Centers; 
Washington, D. C., International Bank for Reconstruction and Development, 
1967. 
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States all by itself, and amounts to less than one-sixth of total world product. 

About two-thirds of the world's population, in other words, disposes of less 

than one-sixth of its wealth. Per ~antra, the remaining one-third of the 

worldts population disposes of five-sixths of the wealth. The average dis-

parity in per capita incomes betweep the rich countries and the poor, as 

Hr. Narasimhan has said, is on the order of 10 or 12 to 1. 

III 

The question \ve are discussing here today is whether to deal with this 

disparity and, if so, in what \vays. 

As John Pincus of the Rand Corporation has pointed out in a recent book;~/ 

the problem is of much greater concern to the poor countries than to the rich. 

The poor countries have tried to strengthen their bargaining position by form-

ing the so-called Group of 77 actually 87 -- to press proposals of various 

kinds on the rich, as they are doing at this moment in the United Nations Con-

ference on Trade and Development (UNCTAD) nmv being held in Ne\•7 Delhi. And in 

pressing these proposals, they have been able to achieve a fair -- although by 

no means perfect ··- degree of unity. 

The high-income countries, for their part, do practice various forms of 

cooperation in the realm of development assistance. They have no concerted 

policy, however, and no common bargaining position. It is certainly not sur-

prising that they do not; and perhaps it would be shear romanticism to think 

that they could. But this circumstance is 10vhat has led Dr. Raul Prebisch, 

the Secretary-General of UNCTAD, to remark \vi th some asperity that the United 

Nations Development Decade has been a decade without a development policy . 

3/ John Pincus, Jrad~_L_Aid and __ Develop~~nt, Ne\v York, HcGraw-Hill, 196 7. 
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Over-all, the picture is one of the less developed countries trying to 

get as much as possible and of the high-income countries, so far, yielding 

relatively little. But we should not be too derogatory about this. It is 

an unusual circums tance in history that the high-income countries should be 

giving anything at all. 

IV 

vJhat are the ways in \vhich the rich could help the poor? 

Let us begin our consideration of this question by considering inter­

national trade. The high-income countries could liberalize their trading 

relationships with the poor nations and could enahle the poor to earn more 

in international commerce. Generally, a greater exchange of goods would 

permit a more efficient use of resources: it would get the world closer to 

the ideal in which each country does the things in which it has the greatest 

margin of efficiency over other producers. A higher level of trade would mean 

a better living standard for everybody. If low-income countries could sell 

more abroad, they could afford to import more of the capital goods and expert 

services they need to modernize and strengthen their economies. 

Hhat the low-income countries want, and vlhat they are pressing for at 

the current United Nations Conference on Trade and Development in New Delhi, 

is easier access to the markets of the prosperous nations. They are asking 

the high- income countries for some fixed length of time 10 or 20 years 

to abolish tariffs on imports of raw materials from the poorer countries. 

They are asking for lower tar iffs on manufactured goods. And they are asking 

that the high-income countries finance schemes to undenvrite the trade earn­

ings of the develop ing nations. One kind of scheme would aim at supporting 
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the prices of the primary commodities on which lm.v- income countries depend 

for much the greatest part of their export sales. Another kind of scheme 

would provide a mechanism \vhereby the richer countries Hould make supple­

mentary finance available in cases \vhere earnings of a less developed country 

from exports had suffered an unexpected and unforeseeable decline, thereby 

depriving the country of funds needed to carry on a promising program of 

econo~ic development. 

It does not seem that the impact of these measures on the economies of 

the high-income countries would be particularly onerous especially \vhen 

you remember that the impact would be spread out over some 16 or 17 high­

income countries which) last year, had a total gross product of nearly $1,500 

billion. The dimensions of the measures ~1ich the low-income countries pro­

pose, as nearly as anyone can tell, would come to considerably less than one­

half of one per cent of that; and they would involve a considerable element 

of mutual benefit as bet\veen the rich countries and the poor. Nevertheless, 

proposals to liberalize trade have one heavy handicap. They \·Jould he poli­

tically painful in the high- income count~ies; they would stir ~p swarms of 

protectionists hornets before \vhich national legis latures always seem to 

shrink in alarm. I ~rell remember , a good many ye.ars ago, in the a ge before 

plastics, a loud outcry that Has raised in the United States when it \vas 

proposed to lm·1er the tariff on \vooden umbrella handles, a product then im­

ported chiefly from J apan . It turned out, in this case, that what was be-

.., ing protected \vere tHo small plants in .Je-v1 Jersey employing, if I remember 

correctly, a total of 27 people. But t·he outcry was loud all the same. 

In any case, the adoption of trade policies to benefit the poor has not 

seemed an urgent matter to the rich. The result is tha t little has heen done 
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to liberalize trade in favor of the l ess developed countries. If anything, 

the situation may be somewhat tighter in 1968 than it was a few years ago. 

Yet, liberalized trade measures have the possibility of doing two things 

that other forms of cooperation are not so likely to do. 

First, trade can enlarge the market for products of the low-income coun­

tries. It gives them the possibility of a higher volume, and therefore more 

efficient methods, of production. The importance of this is particularly 

obvious in the case of the mini-countries. But in fact it is important for 

all low-income countries, since in a sense they are all mini-countries: even 

if they have relatively large populations, the low level of their incomes 

means that domestic demand is low and markets are small. 

The second thing that trade has the possibility of doing is to thrust 

the low- income countries into competition with other producers. This would 

impose disciplines of efficiency and· incentives to modernization that they 

other\-Iise \vould be unlikely to experience. 

At any rate, \ve have nmv arrived at our fir st set of issues. They may 

be summarized in a single question: Do the high-income countries \vant to im­

prove the position of the less developed countries in international trade? 

The· sub-ques tions are uhether the high-income countries are willing 

(1) to liberalize their acceptance of goods from the less developed countries, 

(2) to finance schemes for supporting the prices of primary commodities and 

(3) to provide emergency finance to countries whose development programs are 

~ threatened by unexpected interruptions of trade earnings? 

v 

The otl1er means of assisting the low-income countries, as we all know, 

is through \vhat is commonly and rather loosely called foreign aid or somewhat 
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primarily referred to as development assistance. The fundamental aspect 

of "aid1
' is that it involves some redistribution of wealth from the rich to 

the poor. There is a good deal of bookkeeping on v1ha t these transfers ac­

count to each year, and they include a large variety of transactions -- no 

military aid, but a multitude of o~her sorts. Let me mention four: first, 

governments grants and loans and forms of credit insured by governments, 

especially for the purpose of financing purchases of equipment wanted in 

the less developed countries; secondly, shipments in kind, especially of food 

and especially from the United States; thirdly, technical assistance, which 

is to say the services of experts of various kinds; and fourthly, private 

international investment. 

The high-income countries have found it more palatable to give aid in 

various forms than to liberalize trade. One reason may be that the benefits 

of new trade arrangements would mingle with the general flow of commerce 

and be difficult to single out. Aid, on the other hand, is easy to identify; 

it gives visibility to the virtue of the donor countries. Another reason 

undoubtedly is the belief that the flow of aid can be managed in such a way 

as to serve the particular interests of the country giving aid. Development 

assistance therefore can command some support at home from various kinds of 

people who are interested in having aid practiced because they think they 

themselves may benefit from it. 

The motives of aiel are multiple. France uses it, among other thinzs, as 

a cultural instrument, as a Hay of spreading , or at least maintaining the in­

fluence of, the French language and culture. In fact, this is one reason why 

the French are not very enthusiastic about aid given by international organiza­

tions: aid of this kind is ~ultilin gual, and does not necessarily speak French. 
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Aid also has been thought to have its uses as a diplomatic weapon. For 

a while, this aspect vms dominant in the German aid program, for instance: 

Bonn was likely to stop assistance to less developed countries that had the 

temerity to extend diplomatic recognition to East Germany. ·Attempts to use 

aid as a strategic 'veapon are especially familiar in the case of the American 

program. It is a notable fact that by far the largest part of United States 

economic assistance has been given to countries around the periphery of the 

Communist \-Torld. 

Nearly every country providing development assistance does so at least 

partly in order to promote its own exports. Most development assistance funds 

can be spent only to procure goods and services in the country providing fi­

nance; and of what the less developed countries are paying today in return for 

past development assistance, nearly half is for the services of export credits. 

All these motives, and others besides, may be wrapped up in the develop­

ment assistance activities of a single country. This is notably true in the 

case of Britain and France which, almost as a matter of habit, serve all these 

interests at the same time in aid programs that continue the historical as­

sociation of these t'vo nations 'vith the countries of their former empires. 

The various uses to which other donor countries have attempted to put 

development assistance have not always been of benefit to the less developed 

countries. Export promotion, for instance, sometimes has resulted in the sale 

of goods which the less developed countries did not really need, or even has 

competed with sales the poorer countries themselves might have made abroad. 

It is commonly thought that some exports made in the name of development as­

sistance have discouraged the growth of local production -- that exports of 

food, especially, have not encouraged the less developed countries to grow 
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their mvn. The virtually universal practice of requiring that capital assist-

ance be spent in the donor country providing it diminishes the value of aid. 

It has been estimated that if the developing countries were free to spend 

aid funds on the basis of v1orld competition among suppliers of goods and ser-

vices, they annually could get about a billion dollars' better value than they 

do. 

In all these cases, the uses made of aid may perhaps obscure and frustrate 

what seasoned observers believe, and opinion surveys demonstrate to be the real 

reason why ordinary men and women in most of the high-income countries are will-

ing to support development assistance. That reason was stated by the first 

economist, Adam Smith. He remarked, two centuries ago, that 

"Ho\-7 selfish soever man may be supposed, there are 
evidently some pr inciples in his nature, which 
interest him in the fortune of others, and render 
their happiness necessary to him, though he derives 
nothing from it, except the pleasure of seeing it. 
Of this kind is • . • compass ion, the emotion \vhich 
we feel for the misery of others, when we either 
see it, or are made to conceive it in a very lively 
manner. This sentiment , like all the other original 
passions of human nature, is by no means confined 
to the virtuous and humane , though they perhaps may 
feel it with the most exquisite sensibility. The 
greatest ruffian, the most hardened violator of the 
laws of society, is not altogether without it. 11

}_/ 

Only one country, so far as I know, seems to carry on its aid program 

primarily as a way of expressing this human instinct. The country is Sweden, 

vlhich· does. not use its aiel as a short run auxiliary to diplomacy, strategy , 

or commerce . S'vedish funds are not tied to purchases in Sweden; they may be 

used anyHhere the developing country can get the best bargain. To the greatest 

3/ Cited by Joan Robinson, Economic Philosophy, New York, Doubleday, 1964, 
p. ft. 
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extent possible. Sweden gives its financial assistance through international 

organizations, or in joint action with them . Swedish aid, in other words, 

concentrates on the needs of the developing country being assisted. 

This brings us to our nex t set of issues. The basis question here is: 

What purpose do we wish to serve by aid? Should it be administered according 

to its present motives and patterns? Or should an effort be made to make 

assistance more helpful to the less developed countries? 

VI 

If '\:ve vote that '\:ve ·h1ish to make aid more he lpful to others, then w·e must, 

among other things, be concerned ,.,ith the amount of aid. Aid from official 

sources has risen from the equivalent of about $1 billion in the mid-1950s to 

$6 billion in 1961. Since 1961, the wealth of the high-income countries has 

bounded upward; the price of virtually everything has risen; and the population 

of the less developed countries has continued to gro\·l rapidly. But the amount 

of aid given or underwritten by governments has remained about the same. Here 

are the figures: 

1961 $ 6.0 billion 

1962 $ 6.0 tl 

1963 $ 6.2 II 

1964 $ 5.9 II 

1965 $ 6.2 II 

1966 $ 6.5 II 4/ 

Private i nvestment, as we observed a feH months ago, also is counted into 

the aid equation; and in the 1960s the amount of private investment has flue-

tuat ed from bet\veen roughly $2 billion to $4 billion; but most of this has 

4/ ·World Bank and IJ?_A Annual_B_~ort 1966/67, Washington, Internationa l Bank 
for Reconstruction and Development, 1967, p. 36. 
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been invested in the extraction of oil and minerals from relatively few coun­

tries~ and little of it reaches the poorest of the poor. 

It used to be argued that aid, in fact, could not be increased very fast, 

because of the limited capacity of th e less developed countries to make good use 

of funds coming in from outside. The World Bank~ for instance, used to say 

that it:s operations \vere hampered because not enough good projects were pre­

sented to it. 

But that argument, as of today, has lost a good deal of its force. It 

is true that the less developed count ries are still short of the skills neces­

sary for the planning and execution of the programs and projects needed for 

economic and social progress. Yet they are by no means as short as they once 

were: t~e experience of the last 20 years has taught them a good deal, and 

in some lines of activity they have experts artd technicians as good as the 

best in the world. 

The aid-giving agencies and the poor countries also h2ve been investing 

a good dea l of effort totv-ard increasing the number of good development projects 

that can be carried on in the poorer countries. The identification of projects 

is one of the central purposes of the United Nations Development Programme. 

In recent years, Unesco and the Food and Agriculture Organization of the United 

Nations have turned their efforts in this direction; both are cooperating with 

the World Bank in helping the less developed countries to prepare projects in 

education and agriculture. The Bank itself is carrying out its own independent 

~ efforts to increase the number of projects ready for financing. 

The result is that the ability of the less deve loped countries to use 

capital -- their so-called absorptive capacity -- has grown considerably. 

Some years ago , the World Bank said tltat the poorer nations could make good 
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use of $3 or $4 billion more than they were receiving each year in development 

assistance; and at last reports, tl1e Bank had not changed its view on this 

score. 

\fuat no~v seems to be standing in the way is not the capability of the 

low- income countries; it is the reluctance of the high-income countries to 

provide finance. The flow of assistance from the United States, grappling 

with the problem of the Viet-Nam war , and from the United Kingdom, grappling 

with severe economic proble!T'.S of her oHn, have tended to decline in recent 

years ; so have those of Germany and France. The fall-off has been relatively 

slight however; and, so far has been balanced in increases in assistance from 

some of the smaller donors, especially from Japan, the Netherlands and some of 

the Scandinavian countries. 

VJe are left, nevertheless, ,.,i th the question: should the amount of aid 

be increased? 

The question, in fact, already has been posed and answered officially. 

One of the goals of the Developn1ent Decade, subscribed to by the donor coun-

tries, is to increase the flo'v of aid to an amount equivalent to one per cent 

of the incomes of the richer nations.~/ This would require that the transfer 

of resources be increased by roughly one-quarter; and presumably nearly all 

of this 'vould be in the form of governmental assistance rather than private 

capital. 

5/ At the end of March 1968, the United Nations Conference on Trade and 
Development passed a resolution establishing one per cent of gross 
national product (rather than national income) as a goal, without stat­
ing any date for this level to be reached. This," in effect, raised the 
sights of the donor countries by about 25 per cent. In 1966, the in­
crease vmuld have been from about $12 billion to about $15 billion, as 
compared to an actual figure of about $10 billion of transfers in 1966. 
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VII 

The question of the amount of aid can hardly be divorced from the ques-

tion of the terms of aid. If I make you a gift of $10, this has greater worth 

for you than a loan of $10, since the latter must be paid back. Most aid, in 

fact, is given in the form of some kind of credit tvhich requires repayment, 

with interest. There is, however , a considerable variety in the terms of aid. 

All Australian financial assistance, for example, is given in the form of 

grants which do not require repayment; and Canadian aid also includes a large 

proportion of grants. Other lenders extend various kinds of subsidies: some 

kinds of British credit, for instance, do not require the payment of interest 

during an initial period of grace. The hardest terms, I may mention, are 

given by the same country which is devoting the largest proportion of its 

gross national product to development assistance: namely, France. 

Over-all, the terms of aid, after easing somewhat in the early 1960s, 

are now tending to grow harder again. The situation is that a steadily in-

creasing volume of finance is . flo~ving back from the poor countries to the rich, 

in the form of repayments of principal and of payments of interest. The im-

plication is that if the same net flo\v of resources to the poor countries is 

to be maintained, then the amount of assistance must rise to offset these 

payments. In fact this is happening already: the figures I have been giving 

you are net of repayments of principal; the gross figures, representing new 

appropriations and commitments , in fact are rising. 

We therefore confront another policy question: Would there be an ad-

vantage in t empering the terms of aid? 

Reducing interest payments, and stretching out the length of time in 

which loans could be repaid, certainly would be of great assistance to some 

. ; of the most importan t of the low-income countries -- India and Turkey, for 
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example. Tempering the terms of aid lvould help to extricate these countries 

from a position in which they are having to devote an abnormally large part 

of their resources to old debt rather than new development, and for these and 

other less developed nations, it 'l:vould lessen the possibility \\1hich makes 

every good banker shudder, of ultimate defaults on international loans. 

Easier terms of assistance would not reduce the cost of aid to the coun­

tries giving it; to the contrary , the cost would be increased, since donor 

count r ies 'l:vould receive less in the '\vay of interest and principal repayments. 

But it would ease their difficulties in another way. If the backflow from 

the poor countries rose at a slower rate, this also would tend to reduce the 

increase in nevJ appropriations lvhich legislatures Hould be called upon to 

consider in the aid-giving countries. And this might be a circumstance 

offer ing some political advantage . 

VIII 

Finally, out of a great many other questions we might ponder, let me 

mention just one -- the avenues for distributing aid. At the present ti~e 

most assistance is bilateral -- that is, it flows from one country to another 

and relatively little of it is multilateral, flov.!ing from international or­

ganizations like the United Nations Development Programme and the Horld Bank. 

The ratio is roughly ten to one -- $10 worth of bilateral aid for every dollar 

worth of multilateral aid. 

·Multilateral assistance is not especially popular among most of the 

high-income countries. They cannot manage it fo r their mvn individual pur­

poses , and they do not get credit for '1:·7hat they do as members of multilateral 

institutions like the Bank. The Germans make the point perfectly clear by 

often referring to multilateral aid as "anonymous" aid. 
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• Nevertheless the view is widely held that in the abstract, at least, 

multilateral assistance has advantages. It is conceded that since multi-

lateral aid is not political, or strategic, or commercial it can and does 

pay more attention to economic criteria, and therefore can be more ef-

fective. Being international, it also can call on a wider range of techni-

cal resources: it can command Dutch technicians, for instance, with their 

outstanding expertise in harbor ~vorks, on the Austrians, who invented to-

day's most efficient methods of smelting steel, on the Swedes and their 

expertise in the long-distance transmission of electric pov7er .~/ 
.. 

·It is not practical to argue that multilateral aid should replace 

bilateral aid. There is plenty of need for both, and it is only realistic 

to suppose that bilateral aid will continue to predominate. Nor would 

anyone go so far as to argue that multilateral assistance represents the 

summit of perfection -- and we are not in danger of reaching that summit 

anyway. 

Nevertheless, there is a · tendency toward more international action, and 

ways have been found to enjoy the best of both worlds,bilateral and multi-

lateral. Many donor countries, for instance, have joined the World Bank in 

forming coordinating groups for th~ purpose of considering aid for a particu-

lar developing country. As chairman of these groups, the Bank acts as honest 

broker. It presses the developing country to do everything it can on its 

own behalf to improve its policies, its programs and its development performance 

6/ See, for instance, George D. Hoods, Hultilateral and Bilateral Aid, 
Hashington, D. C., International Bank for Reconstruction and Develop­
ment, 1967. 



- 17 -

generally. On the other hand, the Bank also presses the donor countries 

to reward performance \-Jith a suitable flm·7 of finance, adequate in volume 

and given for projects and on terms appropriate to the low-income country 

involved. 

There are other methods of joint action. Sweden has on several oc­

casions joined with the Bank's affiliate, the International Development 

Association in providing long-term, low-interest finance for projects of 

high economic priority in developin8 countries. And from tirre to time 

multi-national groupings have been formed, v.!ith or '\.Jithout the Horld Bank, 

to finance big projects like the Indus development scheme in Pakistan and 

the Keban Dam in Turkey. 

Finally, the multilateral institutions continue to press the donor 

countries for stronger support so that the flow of truly multilateral aid 

can itself increase. At the moment, the outstanding example of this is the 

International Development Association I have just mentioned. It is truly 

multilateral, being run, in fact, by the same people who run the Bank; its 

customers are drawn from the poorest countries, and it offers them the bene­

fit of loans on unusually favorable terms -- for fifty years, free of in­

terest. Eighteen high-income countries provide most of the funds of IDA, 

.and in recent years they have contributed enough to enable IDA to lend at 

a rate of $250 million a year. At the present time, the President of IDA 

(who also is President of the World Bank) is negotiating with these con­

tributing countries to increase their support to a level v.1hich ,,7ould enable 

IDA to lend at an annual rate of $400 million; and this proposal or some­

thing close to it will be considered by the legislatures of the countries 

concerned reasonably soon. 
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So that in the world of events, a broadly affirmative answer already 

is being given to our last question: should more development assistance 

be given multilaterally? Already, half or more of development assistance 

is being given within one or another type of international framework, and 

the trend is up. If pure multilateralism is not the wave of the future 

in the development business , various kinds of international coordination 

(including action by multilateral agencies) are likely to be. 

VIII 

And in any case, the prospect is that aid, despite the dissatisfaction 

which donor countries feel and the disappointment which receiving countries 

often express, will go on. The quality of aid has greatly improved, and 

much more is known about how to make development work than was the case when 

the international development effort began a couple of decades ago. For my 

own part, I think that the high-income countries are going to react more and 

more responsively to what, after all, is a novel· and staggering challenge. 

The challenge is to make good the unprecedented idea that most of the people 

of the world should be educated through the level of high school, that they 

should live in decent housing and in good health, that they should be decently 

clothed and have reasonable opportunities to realize their potentials as 

• human beings. The idea that such standards could prevail until a fe~1 years 

ago had occurred only on limited parts of the earth's surface. That it should 

now be applied to the remaining two-thirds of mankind calls for more than a 

little effort and vlill require more than a little time . It 'tvill require not 

the enrichment of few, but the suffusion throughout society of knowledge, 

constructive attitudes - and opportunities on a scale never dreamed of in the 

world's history. It is doubtful that realization of the full magnitude of 
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the task has dawned fully on the peoples -- rich and poor -- who are supposed 

to be carrying it out. 

Nevertheless, I think the idea J-s da~·ming. Despite a considerable amount 

of unawareness among the publics of the rich countries, despite dissatisfaction 

with "foreign aid," I think the development assistance effort will continue, 

and that it will continue on a scale more and more commensurate with the 

abilities of the high-income countries to afford it. If this seems a some­

what speculative thought, to me it nevertheless seems much more unrealistic 

to suppose that one-third of the human race, growing more affluent each year, 

can or will remain largely indifferent to the predicament of the other two­

thirds. That, I think, is simply not going to happen • 

• 
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Any representative of th~dorld Bank comex to Japan with a feeling of 

familiarity and friendship. One of the most important tasks undertaken by 

the Bank in its existence up to now has been to collaborate with governmental 

and private authorities to play a . part in the unprecedented groyrth of the 

Japanese econorrw sine e the \var. 

Beginning in 1951, Bank loans helped to build new povrer facilities from 

one end of Honshu to the other, and assisted in modernizing and expanding the 

Japanese steel industryo The Bank also provided some of the capi"tal needed 

for the new Tokaido railway line, and for the automobile expressway connecting 

Tokyo \ri.th Osaka, v-rhich is to be completed next springo These last loans, 

the most recent of which was made a little less than two years ago, were of a 

type that could be quickly negotiated and smoothly disbursed; and they were 

timed to be of assistance in meeting Jap~nrs recurrent balance-of-payments 

problem. About $100 million of Bank loans still remain to be disbursed for 

projedts in Japano 

With Japan, the Bank shares a deep interest in the economies of the 

countries of South and East As~ao This interest is served not only by the 

Bank, but by its two affiliates, the International Finance Corporation and the 

International Development Associationo 

Among these three institutions, the Bank of course is the oldest and 

biggest o Its capital is subscribed by member gcvermaents, of which there are 

now 108. It raises additional funds for lending by borrowing fn the worldTs 

capital markets, and this is the Bank's most important source of funds. The 

~-Bank up to now has lent the equivalent of US $11,000 m.illiono It 

~~kes loans chiefly for large-scale projects, especially for developing electric 

power and transportation. In recent years, however, theBank also has become 

quite active in financing industrial development, agricultural growth and the 

spread of educationo Bank loans usually are for a term of 20 to 25 years, 

and the interest charge currently is 6i%o • 
~ The Bank1 s affiliate, the International Finance Corporation, works 

entirely in the private sector 1 and especially in industrial developmento So 

far, it has invested about $225 willian equivalent, mostly in joint ventures 

which bring together overseas and domestic industrialistso It is collaborating, 

for instance, in ventures formed by local groups and Japanese industrial com ..... 

panies in Halaysia , Nigeria andEthiopia. The Corporation does not fix its 

, • terms according to any standard formula, but us'l1.ally makes its investsents ir .. 

a form which corrbines loan money and share capitalo 
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The. other Bank affiliate, the International Development Association, 

lends chiefly to the poorest of the underdeveloped countries. It lends 

for~he same kinds ofproject as the . Bank does, and ~n very easy financial 

terms -- its loans are for a term of 50 years, and there is no interest 

chargeo In all, IDA has made loans equivalent to $1,800 million, and about 

three-quarters of this has been for projects in South and East Asiao ~fuen 

the time comes for the Horld Bank Group of institutions to give financial 

assistance to Indonesia, it is IDA which will be chiefly concernedo 

Japan has kK put in about 4% of theBank 1 s resource~, about 3~% of the 

International Development Associationts resources, and about 3% of the 

~ capital of the International Finance Corporation ~ a total participation, 

in yen and American dollars, amounting to the equivalent of about $155 milliono 

On the other hand, financing by the 'iorld Bank Group has enabled borrowers from 

the Group to purchase well over $300 million of Japanese equipment and serviceso 
~ Leaving Japan aside, the Bank Group has lent or invest~d nearly $4,000 million 

in South and East Asia. The region is, of course, the most populous in the 

worldo It has been the Bank Group':s chief the~ter of operations up to now, 

and no -doubt will continue to be so for some time to comeo 

It might be interesting to remember what this area looked like 20 years 

ago, soon after the end of the waro It could have been called the region 

least likely to succeed. Economic foundations were fragile or completely 

lac~ing. Sources of energy were few. The region's largest railway systems 

were in serious disrepair, and motor roads were largely undevelopedo In 

· most of the area, no entrepreneurial class existed for the development of 

industry. After having been a net eMporter of food, this part-of the world 

~snow experiencing a heavy food deficit. The political situation in many . 

countries was turbulent or uncertaino 
1 

'V ~ ~~./~ 

Since that time, 20 years ago, the / situation has greatly chaneedo There 

have been ups and downs, naturally. _.:··But taking it all in all, it seems that 

the area has done better than many people expected back in 1948. An extensive r infrastructure of railroads has been put down in most of the mainland countries; 

the development of motor roads has begun and may be expected to proceed fairly 
'-

~ rapidly,.------Power supplies in some cotL.'1tries are at least 10 times greater than 
'-r-:-~ 

\ they were. Industry, contrary to lflhat might have been expected, has proved 

to be the most rapidly advancing sector of allo The introduction of new 

varieties of rice and wheet, especially in India and Pakistan, may at last 

bring some decisive improvement to the lagging farm sectoro 
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Most of the investment required for these development has come from the 

resources of the underdeveloped countries themselvesa But the Bank has played 

some part in the grm>fth of nearly all the countries -of the are::J' and in some 

-- especially in Thailand, Malaysia, Korea, India and Pakistan ~- has come to 

play a leading role among the countries and institutions providing finance 

from outside. 

In Korea, the Bank Group has helped to finance railway development and 

assisted in designing and setting up a development bank for the promotion of 

industrial expansion. In Thailand, the Bank has financed a great increase 

in electric power supplies, is financing a school program, helped rehabilitate 

the rail\~ys and is now deep into a highway development program which will 

affect nearly every part of the countryo In Malaysia, the Bank has been con­

cerned especially with the development of power supplies, but is now getting 

into projects for the further development of agricultural outputo In India, 

the Bank has been associated with projects in every sector; in all, the Bank 

Group has invested the equivalent of over $2,000 million in that country. 

The Bank Group effort in Pakistan has been similarly comprehensive; it extends 

to both wings of the country and involves investments of $800 milliono 

In each of these countries, the Bank also has played an advisory role, 

consulting vd th Governments on over-all economic policy and with public and 

private authorities on individual development projects. And for each of 

these countries, the Bank novr manages coordinating groups which bring together 

the efforts of the aid-giving countries and institutions interested in a 

particular country. In each case, the Bank plays a middle roleo It furnishes 

objective information to the donor countries about the economy of the developing 

coWltrj:j: it presses the aid-giving countries to improve the terms on which they 

give help and to reserve their assistance for projects of the highest eccn1JDic 

merit.. And on the other hand, the Bank presses the underdeveloped country, in 

each case, to improve its performance by better planning, better policy and 

better adi'ilini stratimno Japan is a member of all the coordinating groups \-.rhi.c h 

have been formed for assistance to the countries of South and East Asiao \'Jhile 

experience has been uneven so far, it indicates, on the whole, that these 

ct>ordinating groups can be effective mechanis.ms for serving the best interests 

of all concernedo 

As you know, the Bank has a new President, Nro Robert So l1cNarrarao He is 

determined to considerably expand the activities of the Bank Group. One of 

the Groupts first concerns in this direction will be to play a constructive role 

in Indonesiao It will begin by stationing in that countr7 a mispion of experts 

able to advise on a 1-1ide range of development problemso 
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The W'lorld Bank Group greatly appreciates the support which it has so far 

received from Japano The Group understands that the economic and financial 

circUIIlstances of Japan are somewhat different from those of many other donor 

countriesQ On the other hand, there seems to be no question about the desira­

bility of continuing the effort to develop the poorer countries of the world. 

Looked at from year to year, the pace of progress seems slow o But in a 

longer perspective, it can be seen that the changes already ~ achieved are 

greato The Bank believes that the prospects of achieving further change, 

even in countries of Asia which today seem to present the most discouraging 

appearance, in the long run are goodo The Bank Group expects to considerably 

expand its efforts in Asiao In those efforts, it trusts that it will continue 

to have the encouragement and cooperation of Japan. 
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I am grateful to you for this opportunity to speak to a group of the 

Keidanren today. With your permission, I shall read from a text instead of 

speaking from notes. This will keep me from going too fast, and may be of 

some help to the interpreter. 

Any representat ive of the vlorld Bank comes to Japan with a feeling of 

-familiarity and friendship. Hhen the history of the Bank comes to be written, 

it will record that one of the most important tasks undertaken by this "Yrorld 

institution was to be of some help to the governmental authorities and pri-

vate companies who participated in the unprecede~ted economic growth that 

Japan h as been experiencing since the end of the Second Horld \-Tar. 

Beginning in 1951, Bank loans helped to build ne1-1 povrer faciliti es from 

one end of Honshu to the other. 'rhey also helped turn the economy toward 

heavy industry, by assisting in the modernization and expansion of production 

by six Japanese steel companies. Bank financing also participated in a much-

needed expansion of communications , by providing capital for the Ne\or 'rokaido 

railway line, and for the automobile expressvray from 'I'oyko to Kobe. 

The most recent of these transportation loans was made a littJ.e less than 

two years ago. They were of a type that could be quickly ne~~otiated and 

smoothly disbursed; and they \vere timed to be of assistance in meeting · the 

recurrent pressures on Japan's resources of foreign exchange. About $100 

million of Bank loans still remain to be disbursed for projects in Japan. 

* * * 
\-Tith . Japan, the Bank shares an active interest in the economies of the 

count ries of South and East Asia. Tl1is interest is served not only by the 
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copntries of South and East Asia. This interest is served not only by the 

World Bank, but by the World Bank's two affiliates, the International Finance 

Corporation and the International Development Association. Before proceeding 

further, I want to give you a miniature portrait describing the features and 

functions of these three institutions. 

The main feature of these organizations is that they are international. 

They are international in the sense that their membership is made up of 1nany 

different governments. They are international in the sense that their finan-

cial resources are derived from many countries. All of them have international 

staffs and governing bodies. Individuals from about 70 different countries 

· work at the Bank. We have only a few Japanese, however, and will continue ef-

forts to recruit more. 

The biggest and oldest of the three institutions is, of course, the World 

Bank. It is the trunk of the tree. Among all the many international and re-

gional organizations concerned with economic development, the Bank is the largest 

single source of capital. 

One of the important resources of the Bank is made up of the subscriptions 

of governments to its capital stock. The face amount of these subscriptions is 

o' the equivalent of $23 ,OOOJ'.• The Bank's charter, ho-vrever, only requires . that one-

tenth of this amount actually be paid in, and some of this is subject to various 

restrictions. The actual SUlll that the Bank is able to use from its capital is 

about $2,000 million. 

A more important resource of the Bank is its capacity to borrow funds from 

other investors -- especially insurance companies, pension funds and private 

banks. At the present time, the vlorld Bank has somewhat more than $3,000 mil-

lion of bonds and notes outstanding. It expects to borrow perhaps as much as 
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$900 million in the coming financial year, of which approximately $500 million 

will be refunding and $400 million will represent an addition to its debt. · 

With respect to financial resources, the over-all point about the Bank 

is that it is a self-sustaining institution. It does not re~uire further con­

tributions from governments. 

So far, the Bank has lent $11,000 million. · A little more than $2,000 

million has been for projects in Eu.rope, especially in the vrake of World '<far 

Two. The rest has been for development in Asia, Africa and Latin America.. 

The Bru1k tends to deal with fairly large-scale projects and to lend money 

in large lumps. · Its average loan is about $15 million, usually in several 

different currencies. The Bank also tends to specialize in infrastructure, 

partly because this is essential for the grov~h of the underdeveloped coun­

tries, and partly because this is the type of enterprise least likely to at­

tract capital from other sources. (The Bank's charter forbids it to compete 

with other investors.) At any given time, about 70% of the Bank's portfolio 

in the developing countries represents loans for e~uipment, materials and 

services needed for the development of electric pover supplies and for the 

development of transportation -- railways, highways and ports. The Bank has 

lent the e~uivalent of about $3,600 million for each of these t\-ro major sectors. 

Especially in the last three or four years, the Bank has begun to broaden 

its portfolio. It is now working harder at what goes on top of the infra­

structure -- particularly agricultural and industrial production. It also 

is working harder on another kind of infrastructure, by financing projects 

for education and training that will improve the ~uality of human resources. 

Finally, let me say that the Bank lends at long term-- usually 20 or 

25 yea:-s -- and at more or less conventiona.l rates of interest, currently 

6-1/4%. 
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The first branch to grow on the Vlorld Bank tree '\<Tas the affiliate known 

as the International Finance Corporation, or IFC for short. Its membership 

is drawn from the 108 member goverliments of the Bank; there are 89 members 

of IFC, of which the most recent is the Republic of Viet-Nam. IFC has the 

same President and Board of Directors as the Bank; but it has its own execu-

tive vice president -- !V.tr. Martin Rosen, who probably is well knm·m to some 

of you-- and its own operating staff. 

IFO's capital resources are much smaller than the Bank's, amounting to 

$100 million. The Corporation has been quite successful in turning over its 

investments, however, and has made total commitments of about $225 million. 

It also has been successful in combining with or attracting other investors: 

last year, each dollar invested by the Corporation was combined with $6 from 

other sources. 

The vlorld Bank itself may lend to both public and private bodies. The 

Corporation, however, was established to -vrork entirely with enterprises that 

are completely or predominantly private in 01-1nership. Within that sphere, 

it does two things the World Bank itself does not do: it makes loans to 

private borrowers without government guarantee; and it provides share capital. 

The companies in which IFC invests usually are joint ventures of domestic 

investors and private investors abroad. This is the case, for instance, with 

the Cotton Company of Ethiopia and with Arewa Textiles Liinited; the shares 

of both these companies are held by a combination of local and Japanese in-

,., . 
terests, as well as by IFC. 

The Corporation began its work in 1956, and originally confined its in-

vestments almost entirely to manufacturjng and mining enterprises. These still 
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make up most of its portfolio. In recent years, however, IFC has spread 

the fan of its investments somewhat wider. It has put capital into agri­

cultural businesses and into a project for tourism, for instance. The size 

of IFC investments also has been increasing. Today, the average investment 

is on the order of $4 million to $5 million, and the investment always is 

split between loan and share capital. The loan portion may be ~or a length 

of 7 to 12 years, and the rate of interest may be around 8% or 9%, depending 

on the cost of money at the time, the degree of risk in the investment and · 

other factors. 

To finance its growing operations, ~n 1966 the Corporation opened up 

a $100 million line of credit from the '·lorld Bank. Its future needs are likely 

to be met from the Bank, rather than from governments or outside borrowing. 

The nevrest branch on the vlorld Bank tree is the International Development 

Association, called IDA for short. As long ago as the 1950s, the World Bank 

began to be concerned about the fact that some of its poorer member countries 

were not, as yet, financially strong enough to repay development loans vThich 

they actually c·ould put to good use. To help meet this problem, the Bank's 

member governments created the International Development Association. 

., 

About IDA's operations, I can be quite brief. IDA is administered by the 

same officers and staff as the Bank. IDA's terms are generous. Its credits 

are for a term of half a century, and they are free of interest, al thoug:h there 

is a small service charge. The Association lends for the same kinds of projects 

and programs as the Bank. It is only the borrowers who are different -- IDA 

lends only to the poorest countries. More than three-quarters of its lending 

has been for projects in South Asia, in India and Pakistan. In relation to 

the size of its resources, IDA has lent more for education than the Bank, and 

more for agriculture. 
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IDA is financed entir~ly by member governments, of which there are 98. 

It has had financial resources, up to now, of around $1,800 million equiva-

lent. Its earnings are small, the return of its principal is slow, and it 

has no borrowing capacity. Its resources therefore have to be replenished 

now and then by the 19 governments who have provided most of its usable funds 

up to now. IDA began operations in 1960. Its resources were first replenished 

in 1964. Another replenishment is now in progress, in which Japan, with a 

quota of $22 million, is expected to be the seventh larges·t participant. 

Let me put the final brush stroke on this small portrait gallery by ob-

serving that Japan is a member of all three of the World Bank institutions. 

The Japanese Government accounts for about 1~% of t.he Bank's capital subscrip-

tions, about 3-1/2% of the International Development Association's resources, 

and about 3% of the capital of the International Finance Corporation. This 

is a total participation, in yen and American dollars, amounting to the equiva-

lent of about $155 million. 

On the other hand, financing by the World B~~k Group has enabled borrowers 

from the Group to purchase well over $300 million worth of Japanese equipment 

and services. Japanese firms have bid particularly for contracts to supply 

projects in Asia, where they have been outstandingly successful in the case 

of railw·ay and telecommunications enterprises; but they also have a notably 

good record in supplying electric power projects in Latin America . 

. . 
* ;c. * 

Apart from its loans in Japan, the vlorld Bank Group has lent and invested 
. 

approximately $3,500 million for projects bet"reen the Khybar Pass and the 

Japan Sea, in South and East Asia. This regior. contains about half the popula-

tion of the member countries of the Bank. It has been, and for a long time 
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certainly will continue to be, the Bank Group's chief theater of operations. 

It might be interesting to recall what this area looked like in the years 

soon after the War. It could have been called the region least likely to suc­

c~ed. Economic foundations were rudimentary and fragile. Sources of energy 

were few: in all of Pakistan, for instance, there were less than 10,000 

kilowatts of hydroelectric generating capacity. The region's largest rail­

way systems, on the Indian subcontinent and elsewhere, were on the verge of 

breakdown. The only adequate systems of motor highways were on the northwest 

frontier of Pakistan, at one end of the region, and in the Philippines, at 

the other. In most of the area, there were almost no industrial entrepreneurs 

and managers. After having traditionally been an exporter of wheat and rice, 

this part of the world was now experiencing a serious food deficit. 

Public administration was weak, and politics were turbulent. Guerrilla 

'\orars were going on in Viet-Nam and Malaya. Bbth Pakistan and Burma lost their 

first prime ministers by assassination; death prematurely ended the terms of 

the first three presidents of the Philippines; a prime minister of Ceylon was 

murdered; and the King of Thailand died in mysterious circumstances , setting 

off a wave of coups and counter-coups that was to last for a decade. 

It can be seen at once that in the past twenty years, the situation has 

greatly changed. There have been ups and downs, naturally. Deeply serious 

problems remain. But all- in all, the region has done vastly better than many 

people back in 1948 would have been willing to predict. 

On the physical side, power supply has tripled and quadrupled in most 

countries of the area. Railway servi'Ce has been restored and e;reatly expanded. 

Industry, contrary to what might have been expected, has proved to be the most 

rapidly advancing sector of all. The introduction of nevr varieties of rice, 
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wheat and sorghum, especially in India and Pakistan, may at last bring some 

improvement to the lagging farm sector. On the less tangible side, all these 

countries have learned something from 20 years of experience, and in most of 

them, standards of policy-making and public administration have much improved. 

* * * 
Most of the effort and most of the finance required for this evolution has 

come from the resources of the underdeveloped countries themselves. Help also 

has come from outside. As a matter of policy, not only the Japanese Govern-

ment but the German GoverP~ent as well have directed to South and East Asia 

most of the financial assistance under their programs of overseas economic 

cooperation. This area likewise has claimed an important proportion of British 

ru1d American aid. 

The Bank and its affiliates also have played some part in the growth of 

nearly all the countries of the area, and the role of the Bank Group, for 

various reasons, is likely to increase in importance. The first wave of Bank 

financing in the countries of the area took the form of loans for large-scale 

public utilities. The Bank's first loan in any Asian country was a credit for 

the rehabilitation of the Indian rail"Yrays in 1949. It likevrise began its 

lending in Pakistan, Thailand, Korea and Burma with railways early on the 

agenda. Lending for the Indian railways has continued. It amounts to $575 

million, and is the largest sum of money that the Bank Group has devoted to 

., a single purpose anywhere. In this program, it should be added, Japanese sup-

pliers played a conspicuous part. 

Loans for supplies of energy also were a part of this first wave of Bank 
. 

financing. In India, they helped equip projects to supply electricity to the 

Damodar Valley, where Indian heavy indust ry is concentrated, ancl to the industrial 
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area of Bombay. In Pakistan, other loans developed hydro and thermal plants 

that have helped to multiply tne country's generating capacity 10 times in 

the last 20 years. In Ceylon, Malaysia and the Philippines, power installa­

tions financed by the Bank added new supplies of energy and assisted these 

countries in setting up regional or country-wide grids for the first time. 

Loans for infrastructure have continued, but in the 1950s the flo1·r of 

Bank assistance was topped by a new wave, composed of financing of industrial 

development. The crest of this wave was a series of loans for the expansion 

of production by private steel companies in India. These credits ultimately 

amounted to more than $200 million, and added more than a million tons to 

ingot capacity. In the process of this financing, the Bank was instrumental 

in reorganizing the capital structure of the steel industry and in persuading 

the Government of India to adopt price policies less obstructive to the further 

expansion of private steel capacity. 

Of wider interest in Asia was another aspect of this second wave of fi­

nancing by the Bank Group. This was the establishment or reorganization of 

private investment banks designed to assist new or growing industrial ventures. 

These institutions, as you know, are variously called development banks,. de­

velopment corporations or development finance companies. BeginniLg in the 

middle 1950s, the Bank Group-- including especially the International Finance 

Corporation, which takes the lead in this kind of activity -- explored the 

ground, gathered share .capi.tal and helped organize or expand development banks 

in seven countries of South and East Asia: in ·Pakistan, India, Ceylon,. (-1alaysia, 

'Iihailand, the Republic of China and Korea. These i.nsti tutions were started 

with a large measure of help from governments, usually in the form of long­

term, interest-free loans. But the voting stock and the management is pre­

dominantly in private hands. 
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The development banks invest their own capital in industry; for the 

original entrepreneurs, they help find partners with additional capital, 

technological skill or management experience; they may underwrite domestic 

or internati onal share or loan issues; and in these activities, they may 

be joined by IFC ·or another member of the Bank ·Group. The development banks 

are well able to recruit capital or technology fro~ overseas. Partly this 

is through their links with the Bank Group, which has provided them with 

share and loan capital amounting to more than $300 million. Partly it is 

through the fact that the development banks have overseas shareholders. 

Seventy per cent of the shares of .the Pakistan In4ustrial Credit and Invest­

ment Corporation, for instance, are held in Pakistan. The rest are held by 

financial or industrial institutions in Japan, the United States, Great Britain 

and Germany. 

Not infrequently, the development banks have succ.eeded in creating new 

companies with a three-ply financial structure, the shares being divided be­

tween domestic investors, overseas investors and the International Finance 

Corpo~ation. This was the case recently, for instance, with Malayawata Steel 

Limited, the first major iron and steel producing unit in Malaysia. The 

shares of the new company, as many of you know, are held partly by IFC, partly 

in ·Malaysia by the development bank and other investors there, and partly in 

Japan, by Yawata Steel, Mitsui & Company, Mitsubishi Shoji, Nittetsu Mining 

and the Iramaru Company. 

In all, the development banks assisted by the Bank Group in South and 

East Asia have participated in projects representing something over $2,000 

million of investment from all sources, and accounting for an annual output 

that can conservatively be estimated at over $1,000 million a year. 



.., 

. ; 

- 11 -

Following the first and second waves of Bank Group financing, the Group's 

activities are now in a new phase. It is characterized by lending for more 

varied purposes, and particularly for education and agriculture. Assistance 

t0 education is given largely to finance the construction and equipment of 

schools, especially at high school and university level or the equivalent, 

and especially in the case of institutions engaged in technical training of 

one kind or another, including teacher training. Financing of this kind, for 

instance, . has been arranged in Pakistan, Thailand and the Philippines. 

I think it is fair to say, however, that the heaviest accent is. now on 

agriculture. The Bank alvrays has been interested in helping farmers, but its 

interest formerly often took the form of multipurpose projects aimed at electric 

povter generation as vrell as irrigation and flood control. Now Bank Group as­

sistance is aimed more directly at the grass roots, as in the 10 projects be­

ing financed on the Indian sub-continent for new irrigation areas or as in the 

case of the agricultural credit program which the International Development 

Association is helping to finance in Pakistan. 

The expansion of agricultural production, as vre all know, is a complicated 

matter involving many elements. An important one, however, is the use of chemi­

cal fertilizers, which in most Asian countries is exceptionally low. For the 

past two or three years, the Bank and IFC have been working intensively to help 

establish fertilizer plants in the developing countries themselves, on the 

basis of partnerships betwe~n overseas and domestic capital. At the present 

time, the Bank Group is working on proposals for the establishment of four plants 

in India and Pakistan which would have a combined capacity of about a million 

and a half tons of urea or phosphatic fertilizer. 
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These are not, of course, the only proposals the Bank Group is considering 

in Asia. Since you may be interested, I might mention some other projects in 

the area on which action may be taken soon. They include projects for road 

maintenance and water supply in Ceylon, the Tachien Dam in Taiwan, a flood 

control and drainage project in the Indian side of the Punjab, water supply 

for Kuala Lumpur, a sewerage plant for Singapore and -- after the replenishment 

of the International Development Association is completed -- a large credit for 

importing spare and replacement parts needed by selected industries. 

* * * 

The Bank novr has reasonably close relationsh~ps in some cases, very 

close --with nearly all its Asian member governments, and on the whole, a 

good and constructive relationship exists, based on mutual understanding. 

And as you know, banks not only lend money, they insist on giving advice. 

This is just as true of the World Bank as it is of any other bank. The World 

Bank offers its member governments and its private borrowers counsel on a 

wide range of subjects. It advises on development and economic policies; 

it helps in project preparation and execution. 

In the case of projects, the Bank sometimes finances preliminary studies 

of its O'\m, and sometimes it organizes such studies as the agent of the United 

Nations Development Programme, called UNDP for short. Not all surveys of this 

kind result in final detailed planning and in financing. But many of them do, 

and a list of surveys being made by the Bank for the UNDP, for instance, will 

give an idea of some of the projects which the Vlorld Bank Group may be financing 

two or three years from now. 

* * 
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The question is sometimes asked, since so many of the industrialized 

countries have their O'\vn programs of overseas economic cooperation, why 

should there be a World Bank Group? This is a question which each country 

must answer for itself. But some of the advantages offered are clear enough. 

They grow out of the fact that the Horld Bank is not political; it has no 

foreign office, no chamber of commerce, no army and navy to satisfy or 

appease. The only interests it serves are economic. 

The Bank is therefore able to insist on high standards of project selec­

tion, preparation and execution. Its attention to economic criteria and its 

technical expertise are perhaps greater (and also, unfortunately, more time­

consurning) than those of bilateral programs. An international effort, moreover, 

is not tied to a single source of technology or capital; it is able to bring 

in skills and technical assistance from ~rherever they are most appropriate 

to the particular problem being tackled. 

!·1ultilateral assistance also offers the advantage of economy in administra­

tion. This advantage has appealed to smaller countries vrhich have wanted to 

keep the expense of administering aid at a minimum. Sweden, for instance, 

gives something like half its aid through multilateral channels like the Bank 

Group, and on this half of its aid program, since the funds are administered 

by the Bank, its administrative expenses are very small indeed. 

Finally -- and highly important -- since the Bank is politically neutral, 

the advice it gives may be easier for an underdeveloped country to accept than 

the counsel offered by another sovereign nation. 

* * * 
Whatever its virtues are, multilateral assistance clearly is not going 

to take the place of bilateral, government-to-government programs. Both are 
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going to continue to exist. But the Bank and a number of governments, .includ­

ing the Government of Japan, have for some time been carrying on an experiment 

which lends to bilateral aid some of the advantages of the multilateral approach. 

This experiment brings together groups of assisting countries and insti­

tutions for the purpose of considering jointly all the major problems in pro­

viding effective development finance for partic.ular recipient countries. Co­

ordinating groups of this kind have been organized, in each case at the request 

of the recipient government, for five countries of South and East Asia: India, 

Pakistan, Korea, Malaysia and Thailand. 

These groups meet periodically under the chairmanship of the Bank. As 

chairman, the Bank assumes several responsibilities. It undertakes to make 

comprehensive reports to the assisting group on the recipient country's eco-

nomic situation and performance. It helps the recipient country to draw· up 

programs and projects, and to work out appropriate development policies. It 

makes expert comment on the amount, specific purposes and terms of aid that 

seem appropriate in the case of each recipient C'€>untry. This does not inter­

fere, I should add, with normal bilateral negotiations. The commitments 

undertaken by the assisting cotmtries are still worked out in the normal channels. 

Sitting in the middle, between donors and recipients, the Bank tries to 

influence both sides. It puts pressure on recipient countries to improve their 

performance; and it tries to influence the donor countries to provide an ade­

quate flow of development finance on appropriate terms. 

By jointly considering the needs of a single. developing country, the parti-

cipating donor nations achieve certain advantages. They have a defense against 

the old practice whereby a recipient tries to encourage donors to bid against 

each other for commercial or diplomatic favor. The effectiveness of assistance 
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may be improved by the better quality of programs and projects in the recipient 

countries. And there is some assurance that the donors and the recipient coun­

tries, instead of exercising their efforts in different and perhaps contra­

dictory directions, will move in a united and consistent way toward the same 

development targets. 

Japan, I should mention, is a member of all five of the coordinating groups 

that have been organized for countries of South and East Asia. As an interest­

ing footnote, let me observe that Taiwan also is a member of one of these groups, 

for Korea. Not all these groups have been fully effective. But we think that 

on the whole the results have been good, and we are constantly trying to im­

prove them. 

* * * 
As you knovT, the \-lorld Bank Group has a new President, Hr. Robert McNamara. 

He was in Tokyo just last week, and he took the occasion to announce publicly 

for the first time that he hopes to expand the activities of the \'lorld Bank 

Group by as much as 50 or 100 per cent. It is inevitable that much of this 

expansion will take place in Asia. 

The economic landscape in Asia has both hills and valleys. East Asia is 

doing better than South Asia. The annual growth rates of some of the coun-· 

tries in that region are among the highest in the world -- Malaysia with more 

than 6%, Thailand with more than 7 and Taiwan with more than 10. \•!hile every­

one must make his O'ivn guess, it seems likely that these countries would be 

able to maintain a strong momentum even if the Viet-Nam War '\vere to end. 

It is plain that the economic position of s outheast Asia as a whole, 

however, is dominated by the prospects of the area's three largest countries: 

Pakistan, India and Indonesia. 
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After a faltering start, Pakistan has turned out to be one of the success 

stories of the region -- perhaps the success story of the region. In spite 

of two poor crop years, the country seems likely to achieve a growth rate of 

comfortably more than 5% annually in the current five-year plan period. At 

the present rate of growth, per capita income -vrill double within the present 

generation. The Bank believes that the economic policies and administration 

of the country are sound; and a general state of confidence exists between 

Pakistan and the countries assisting its development program. It seems pro-

bable that the target for external aid in the current plan year, amounting 

to about $550 million equivalent, will come reasonably close to being met. 

Estimates of the situation in India must of course be more restrained. 

They .must take account, among other things, of the circumstances that India 

is a bigger and more complex country, and that the amounts of assistance from 

outside, while large in the absolute, have been very low on a per capita basis. 

As· in the year just past, much will depend in the current year on the perform-

ance of agriculture. Tf!at is to say, much will depend on the weather and on 

the ways in which the Indian authorities are able to meet the ·new problems 

arising from increased wheat and rice yields -- storage, credit, transporta-

tion, marketing, irrigation, fertilizer availability, price policy and so on. 

The target for India, agreed to by the coordinating group, is $1,450 million. 

It is of great importance for India's future that this target be reached. 

As for Indonesia, I understand that the Keidanre:n has its O\·m special 
' . 

"' committee for studying this country. You \.rill know, then, that the Bank Group 

has not found it possible to do any financing in Indonesia because of the very 

poor management of economic affairs which the countr~y has experienced in past 

years. 

• I 
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Following the drastic political changes which occurred in Indonesia 

about tvlO years ago, hovever, the Bank was able to begin to take a serious 

interest in the country. Last year, it sent members of its staff to Jakarta 

to look at the situation generally and later to assist the government in 

the preparation of its capital budget. We will carry out a similar exercise 

this year, beginning in the next fe-vr days. 

As Mr. McNamara announced, this will be part of a new phase in the Bank's 

relations with Indonesia. The Bank will soon establish a rather large resi­

dent mission in the country. It will consist of about a dozen experts able 

to assist in the formulation of economic policy, in program planning, and in 

the identification and final preparation of development projects. The Bank's 

impression is that the development of agriculture and transportation is most 

urgent. It is in these sectors, no doubt, where the Bank's project studies 

will begin and vrhere, in the course of time, .our first financing 1.rill take 

place. As in the case of the coordinating groups, we hope that the Bank's 

efforts in Indonesia will provide a basis on which bilateral aid can become 

more effective. 

* * * 
In its vrork over the years, the World Bank G:roup has greatly appreciated. 

the support it has received from Japan. The Bank understands that Japan's 

own bilateral program is -considerable, and also understands that the economic 

and financial circumstances· of Japan are somewhat different from those of many 

other donor countries. 

On the other hand, there seems t'o be no question about the desirability of 

continuing and improving the international effort to develop the poorer coun­

tries of the ,,rorld. Looked at from one year to the next, the pace of progress 
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seems slow. But in a longer perspective, it can be seen that the changes 

already achieved are great. The Bank believes that the possibility of achiev­

ing further change, even in countries of Asia which today seem to present 

the most discouraging prospects, in the long run are good. In expanding 

the work of the Bank Group in Asia, we trust that the Group will continue to 

have the encouragement and cooperation of Japan·. 
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Notes for Remarks of Harold Graves 
to Kansai Chapter, U.N. Ass'n. of 
Japan, Osaka, Japan - June 28, 1968 

INTRODUCTION 

1. long and happy collaboration between Bank and Japan - Bank's marginal role 
2. changing but continuing - for instance, our joint interest in SE Asia 

THE WORLD BANK GROUP 

1. international in character - membership, fin~ncial resources, staff, governance 
2. the World Bank 

a. biggest, oldest - trunk of the tree - largest single source of capital 
among all international and regional organizations concerned with e d 

p. Bank has lent $11,000 million - mostly for infrastructure - lately 
concerned with education and agriculture 

· c. average size of loan $15 m; terms; interest rate 
3. the International Finance Corporation 

a. works in private sector (Bank works in both) - private or predominantly 
private enterprises 

b. makes loans w/o guarantee, buys shares of stock: typical investment 

c. up to now: $225 million - over a billion total 
4. the International Development Association 

a. lends to poorest countries 
b. same kinds of projects as the Bank - but more emphasis on education, .agri 
c. total lending $1,800 million 

i. replenishment problem - Japan $22 million · 
5. Japan is a member of all three 

a. Bank subscriptions - 4% - $77 million 
b. · IDA - 3-1/2% - $75 million 
c. IFC - 3% - $3 million 

HOW THE GROUP .CAN HELP MEMBER COUNTRIES 

1. It can lend -

a. 

'41 2. It 

a. 

.J 

b• 

c. 

Bank lending in Japan 
i. $160 million 

ii. $175 million 
iii. $510 million 

can create export trade 

- $857 million 
for steel 
for power - Karisai Power Company 
for transportation- $80 million .for New Tokaido line 

$430 million for Tokyo-Kobe highw 

Bank does not finance exports as such - rather it finances imports by 
LDCs- does so international competition .- savings 
Japan bidding - wins over $60 million of contracts annuall7 in recent 
years - well over $300 million 

i. . railways, electric power, industrial equipment 
joint financing 
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· 3. Can combine with Japanese investment - INTERNATIONAL FINANCE CORPORATION 

a. Arewa - Overseas Spinning Investment Company Ltd. - Nine Japanese firms 
b. Ethiopian Cotton Company 
c. Malayawata Steel- Yawata Steel, Mitsui & Co.~ Mitsubishi Shoji, 

Nittetsu Mining, Iramaru Company 
d. Indonesia- IFC mission requested next month . for project which would 

involve Toyo Spinning Co 
Nichibo 

e. More? 

Dai~a Spinning Co 
Shikishima Spinning Co 
Fuji Spinning Co 

4. Can make Japanese economic cooperation more effective, by seeing that LDCs 
manage their affairs prudently, make the best of all the resources they 
are using 

a. Through ordinary relations, Bank-client 
b. _Through coordinating g~oups- of interest to Japan 

India 
Paltistan 
Korea 
Malaysia 
Thailand 

c. Sitting in the middle, between donors and recipients, the Bank tries to 
influence both sides. It puts pressure on recipient countries to improve 
their performance; and it tries to influence the donor countries to pro­
vide an adequate flow of development finance on appropriate terms. 

advantages of coordination 
- working together toward same objectives 

5. Bank Group Interest in South and East Asia 

a. Total investments of $3,500 million 
b. McNamara's expansion 
c. Indonesia 

ENVOI 

In .its work over the years, the. World Bank Group has greatly appreciated the 
support it has received from Japan. The Bank understands that Japan's own bilateral 
program is considerable, and also understands that the economic and financial cir­
umstances of Japan are somewhat different from those of many other donor countries. 

On the other hand, there seems to be no question about going on with the inter­
national development effort. Looked at from one year to the next, the pace of progress 
·seems slow. But in a longer perspective, it can be seen that _great changes in the 
LDCs already have been achieved. The Bank believes that the possibilities of achiev­
ing · further change, even in Asian countries which today seem the most discouraging, 
in the long run are good.-. In expanding the work of the Bank Group in Asia, we trust 
that we will continue to have the encouragement and cooperation of Japan. 
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In helping the underdeveloped countries to help themselves, 

tho World Bank is setting new records tor activity during the 

first year ot former Defense S cretary Robert McNamar as President, 

the Florida Group of the National Association ot Bank Women was 

* told last night. The speaker was ~arold Graves • Associate Director 

ot the World Bank's Development Services Department. 

Contrary to popular impression, the World Bank otticial re-

ported, the poor countries are .not getting poorer. Some, like 

Thailand, Korea., Venezuela. t~exico and Tunisia, are experiencing 
t.'l.' 

very high rates : ot economic grovth. The output ot goods and ser- · 
' 

vices in the underdeveloped countries as a group ia increasing aa 

fast as it is in the industrialized countries ot the WestA 

r. Ou the other hand» Mr. Graves observed, it must be realized 

that the upward c~yes in the poor countries begin at a veey low 

level, so that production and income. while increasing, are still 

low. The situation is "vastly complicated." he said. 'b7 high rates 

of population groWth which keep .. 'per· capita income down . "'l'ak1ng 

them a ~group," he declared, "the underdeveloped countr1 a are 

not progressing at rates trom which anyone can take G tistaction. 

Yet the potential is there; the problem is how to make it work." 

I . (tnOr ) 

*September 21, 1968 

... 
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In the past 20 years, the official noted. the World Bank had 

lent $9 billion for projects to help the poor countries to develop 

their economies. This $9 billion, he a aid., had been matched tvo or 

three times over by the funds which governments or private companies 

in underdeveloped countries thomselv s had put into these projects. 

·The Bank had hel:p_ed to finance enterprises which had tripled the 

supply of electric power in many <?Ount_ries, had crtated or re-
\ . 

conditioned enough highw~s and railways to run several times around 

the world, and had created hundreds ot nev ~actories making ever,y­

thing .rro:m. cloth to steel. .. 

The Bank is nov stepping up ~ts ~ending, Mr. Graves reported. 

In the past five months, he said • the Bank has raised $76o million 
t·•: 

f'or its opera.ti.~ns by ·· the ·· sale of its bonds and notes to ~ investors 

throughout the world ~- tar more than in any ·other compara.bl period. 

Financial institutions and other. investors 1n Germany and the United 
• • J 

in these months. · ~ tar as its ow loans e.re concerned, the Bank in 

the months ahead will increase its emphasis on projects to~ tood pro-

duetion and for practical education in the underdeveloped countries. 

The Bank1 s net income for the tisaal year ended last June 30. 

'Mr. Graves said, vas $169 million. Out ot earnings and comm1ss1ona, 

the Bank over the years has accumulated r~serves which now amount 

• ~ "41 to more than $1,250 lldll1on.. "Helping the underdeveloped ·countries 

has proved to be good busineas,u aaid the World Bank ottioial. 

I .~••' 
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Statement by Harold Graves 
for UNIAPAC, Belgium 
October 1968 

To a person not acquainted with UNIAPAC until recently, the 

13th World Congress, at Brussels, was a gratifying revelation of a 

constructive and important force in world society -- the Christian 

businessman. It was evident that UNIAPAC's special character made 

the Congress an event of wide interest, warmly greeted in the host 

country by the Prime Minister himself and by the Prelate of Belgium, 

Cardinal Suenens, and welcomed, on a European scale, by Jean Rey of 

the CCE and Auguste Cool of the Confederation Mondiale du Travail 

(formerly the C.I.S.C.), and attended by several hundreds of busi-

nessmen from every continent. It was a great privilege for an ob-

server like myself to hear thoughtful addresses delivered by these 

and other notables, to attend the very lively sessions of the Congress 

workshops, and to be a witness to the final declaration of the Con-

gress -- a very positive and perceptive statement concerning 

L'enterprise et l!entrepreneur dans le monde d'aujourdhui which 

can be read with profit by businessmen everywhere. 
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SEMI NAR ON UN 
. 29 NOVEMBER 1968 

Mr. Harold 

·~ ~\{. 
Address given by Harold Graves at the ~ 
Seminar of the UN, held at the Pan 
American Health Organization in 
Wash ington, D. C., November 29 , 1968 

With your permission, I will talk in a rather 

general way about the Bank and its affiliated institutions. I will do this as 

f ast as I can so that we can develop a discussion and a question-and-answer 

period that perhaps will be directed more sharply towards your inter est s . 

I might begin by saying that there are two important differences between 

the World Bank Group of insti tu.tions and· most of the other elements in the 

United Nations system. One of these is that the Bank itself is self-support~ng 

and is, therefore, happily spared from those anxious moments which other spe-

cialized agencies spend in waiting for parliamentary action on their budgets 

and so on. This is one big difference between the Bank proper and the other 

elements in the system. 

The other difference between the Bank and most of the other elements in 

the United Nations system is that while the Bank is a specialized agency and 

while it is thought of as having a specialty which Dr. Bernard has already 

mentioned, that is the investment of funds, we are not specialized in the 

sense of having a particular competence or being confined in or to one field. 

This has not always made us the most popular institution in the world since 

it has led us into areas of competence that also are occupied by other agen-

cies. In fact, however, this has become the occasion for cooperation between 

the Bank Group and other agencies. But we are not specialized in agriculture, 

we are not specialized in industry, we are not specialized in power, we are 

~ not specialized in transportation. And I do not know whether I should be 

embarrassed or happy to say that as far as health is concerned, we do not 

1~ .. "8 much of in the way of a positive policy regarding health activities. 

I suppose that if we do have a sectoral competence which is not particularly 

'• 
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shared by other bodies in the United Nations system it is in two fields that 

I have mentioned, namely electric power generation and transportation facili­

ties. 

But in short -- number one we are to a degree self-supporting and number 

two, we are not specialized in the sense that nearly all the other agencies 

represented here this week are specialized. In this way we are rather similar 

to UNDP which also has a broad ltcense. 

There are three institutions in what we have come to call the World Bank 

Group. One is the World Bank itself·. .. The proper title, as you know, is Inter­

national Bank for Reconstruction and Development. The term World Bank, I am 

told, was invented on the day when a copy reader from The New York Herald Tribune 

was handed a mass of copy about the International Bank for Reconstruction and 

pevelopment and told to write a one-column headline over it; and this was the 

person who invented the term World Bank. 

The Bank is the oldest and most important of the three Group institutions. 

Let me say briefly that it has 110 member governments, it has a nominal or a 

subscribed capital of around 23 billion dollars worth of various currencies, 

and it has an actually paid-in capital of around 2.3 billion dollars. It is 

· able to raise funds beyond those amounts as it needs them by borrowing in the 

capital markets, that is by selling the bonds, the obligations of the Bank, 

in the capital markets of the world. 

We have about 3-3/4 billion dollars worth of bonds outstanding in the 

market. The most important source of funds of the Bank, although it is cer­

tainly not the only one, the most important source is this borrowing in the 

market. It accounts for more of our funds than the subscriptions of our 

member governments·, and it accounts for more of our funds than our profits. 

'• 
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Having mentioned that awful word , I should per haps say t hat the Bank does 

earn a profit . Indeed , the Bank and one of i ts affiliates, that I will men-

tion in a minute , are probably t he only organizations in the UN system that 

are set up in such a way that they can earn a profit. But the poi nt I am 

mukinR no'v io that this ability of t he Bank to ea.ll on t he capital mark ts 

is very important; it is the most i mportant single source of funds to t he Bank. 

The Bank typically deal.s with large proj ects. The average Bank loan is 

on a s cale of 20 mill i on dollars or s o; and this typically is for some fairly 

lar ge under t aking or other. It may b~ for a highway system, for instance, or 

f or port development or for the development or modernization of a railway system 

or i t may be f or t he constructi.on of a multip.Urpose project which will store 

water both f or i rrigation and for the generation of electric power. This is 

~he typi cal Bank loan, a big lump of money for a rather large-scale project. 

The older of t he Bank 's two affiliates is an organization called the Inter-

nat i onal Finance Corporation. The International Finance Corporation is capi-
1 

t al i zed at 100 million dollars; it has about 90 member governments at the 

pr esent time; and unlike the World Bank, which may lend either to public or 

to pr i vate borrowers, the International Finance Corporation works entirely in 

. t he pri vate sector. The average investment by the International Finance Corpora-

tion amounts to 6 or 7 million dollars. This investment would typically con-

sist of two parts: about two-thirds of the investment would be in the form 

of loans bearing fixed interest; the other third, which makes the IFC rather 

~ unusual among international organizations, would consist of an investment in 

the share capital, that is a slice of the ownership of the enterprise in which 

IFC is i nvest ing. IFC invests primarily in industrial ventures but particularly 

in t he l ast two or three years, it has broadened its interests and is now 
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investine in such matters as tourism, agricultural development and so on. 

And like the Bank , IFC earns a profit. 

I mention IFC partly because -- like Mount Everest, although it is a 

lot smaller -- it is there, and partly because IFC is a potential source of 

financing for enterprises that are of interest in the health field -- the 

pharmaceutical business, for example. IFC's mission is to help develop new 

industrial enterprises in the developing countries. What may make it of 

particular interest to this group is that IFC up to now has made about two­

thirds of its investments in Latin·.America. (While the Bank has been operat­

ing since 1946, IFC has been operating since 1956.) 

The remaining member of the World Bank Group is the International Develop­

ment Association, which we call IDA for short. This feminine name is very ap­

propriate because as a good many of you know, IDA has those qualities of gen­

erosity and softness of heart which we associate with the members of the fairer 

sex. It is the kind of bank that you and I would like to be clients of. Whereas 

the World Bank makes its loans on more or less conventional financial terms, and 

currently is lending with an interest rate of six and a quarter per cent a year, 

IDA mru~es its loans interest-free. IDA's credits (as we call them to distin­

guish them from the loans of the Bank) are made free of interest and for a term 

of fifty years -- half a century. 

I remember that when we signed the first IDA credit back in 1961, some 

of us had not looked at the credit documents very carefully and the full im­

port of it all had not been borne in on us. When we looked at the repayments 

table, our eyes rather bugged out. It showed that the last payment due on the 

loan we were making in 1961, which happened to be for a highway system in 

Honduras , was due in ·the year 2011; and we looked around and tried to imagine 

• 
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• that somebody in t he room woul d be alive when this payment came due and we 

could not imagi ne t hat . Her e was a loan that was going to survive everyone 

who s i gned or witnessed the signing . 

Now, IDA is rather t he opposite of IFC. IFC works in the private sector. 

IDA works with governments . The purpose of I DA is not only to benefit d -

velopment pr ojects, but is to provide development capital while adding as 

little as possible to the burden of debt service which countries must bear 

and to the strain which that service puts on their ·balance of payments. IDA's 

help is reserved for governments, and s~ecifically for the poorer member govern-

ments of the Bank. So far, IDA has made loans in 43 countries whereas the Bank 

has made loans in 85. The kinds of project that are financed by IDA are indis-

tinguishable from the kinds of project that are financed by the Bank. IDA is 

just as picky and choosy as the Bank about its projects and about getting them 

carried out correctly, which is hardly surprising since IDA has no staff of its 

own but is served by the same staff as the Bank. IFC has separate staff but 

the Bank and IDA are staffed by the same group of people. 

Now, those are the three organizations in capsule; and I will now run 

as quickly as I can through some of th~ other features of these organizations. 

All three of these organizations are dedicated to the increase of an inter-

national flow of capital. All three are devoted also to the financing of 

unde.rtakings that will increase the production of useful goods and services 

and thereby raise the standard of living of their member countries. 

In the case of the Bank, the centerpiece of our troika, it is very easy 

to think of us doing three principal things: . One is to make loans for proj-

ects. A second is to render advisory services and technical assistance. 

This assistance may be directly associated with projects which we are financing, or 

. ; 
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it may be devoted to trying to solve some problem which is particularly acute 

by finding a specialist with needed qualifications, or it may consist of com-

ing ·in ourselves and doing a study of some important development problem . 

.~. 7m·, an important aspect of this technical assistance program in recent 

years, of course, has been like other agencies in the system, the Bank is an 

Executing Agency for the United ~~at ions Development Progranune. While in fact 

we are Executing Agency for a relatively small number of the studies financed 

by UNDP, we do account for a very large part of the investment which either 

follows or in some way or other is related to the studies financed by UNDP. 

UNDP estimates that the studies it has financed have led to or been related 

to about two billion dollars worth of investment; and about seven hundred 

million of that has been provided by the Bank or IDA. So that is n~ber two 

number one we finance development, number two we render technical assistance. 

Thirdly, as I have said, we sell securities, we sell our bonds. We sell 

these internationally. Our most recent issue was in Switzerland; the issue 

i~nediately before that was in the United States. We hate sold issues de~ 

nominated in 8 different currencies, in 10 different markets, some of them 

more than once. We have been in the Canadian market for Canadian dollars five 

times; we have been in the Swiss market more times than I can count; we have 

been in the Sterling market three times; we have been in Belgium, The Netherlands, 

Italy, Germany, Sweden and Kuwait. Next to the United States, Germany is the 

most important source of funds for the Bank, both in terms of government-
i 

subscribed capital and in terms of borrowed funds. So that is the third thing . l 

we do: we sell securities for the purpose of raising funds which we can lend. 

The Bank up to now .has lent around eleven and a half billion dollars worth 

of money. I put it that way because we lend different currencies. We do not 
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lend only dollars, but we lend some of these other currencies that I have 

mentioned; and we have lent at least 37 or 38 differ ent curr enc i es i n all. 

The principal rules for the Bank ' s l ending are relatively simple. Num-

• ber one, we lend onl y in t he ter ritories of member governments. Number two, 

we do not lend if capital is available f rom other sources; this is a way of 

insuring that t he Bank and its affiliates do not compete with private in-

vestors . Number three, we l end to borrowers other than governments only with 

gover nment guarantee ; the significance of this is that any projects which come 

i nto the Bank for discuss i on must come in with some expression of approval from 

a gover nment . If the prospect ive borrower is not the government itself, we 

must have s ome ear l y indicat i on t hat the government in all likelihood will be 

willing t o guarantee the loan which is being discussed. Parenthetically, I 

,.should remark that the quest ion of a guarantee arises only in the case of the 

Bank, not of IFC or IDA . Number f our, the Bank -- this is what the charter 

says at any r at e l ends for local expenditures only in exceptional circum-

stances. That is to say, our financing usually is devoted to imports of equip-

ment or mat erials or services that cannot be obtained locally. The Bank's view 

of thi s charter provision has become much more liberal in recent years and now 

· one can l ook at our statistics and infer that perhaps 20% to 25%, in fact, of 

what we have lent has been spent on local expenditures rather than on imported 

goods or s ervices. This is very important in the agricultural field, for example, 

wher e a gr eat deal of what has to be done can be done on the basis of local labor 

~ and local materiais; and this is one reason why we have liberalized our prac-

tice on local expenditures. So, those are the fairly simple rules on which 

we operate . 

< ; 
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There is one other rule under which we operate, which is not in the 

charter but it is the very center of the Bank's operations and that of its 

affiliates as well. That is the concept that the Bank itself is not engaged 

in charity. The projects or the programs financed by the Bank and its af-

filiated institutions have to bring an economic benefit -- or in the case of 

projects which earn revenue, bring a financial return --which is consistent 

with the amount of funds that are being invested in the project. This means, 

as Dr. Bernard has indicated, that the economist plays a very important role 

in a bank, and we look carefully at the prospective benefit to be obtained 

from projects financed by the Bank. It does not mean, as some people think, 

that the Bank finances only self-liquidating projects. Far from it, because 

the Bank obviously finances all sorts of activities which do not directly earn 

revenue and produce a financial return, and which do not, therefore, produce 

the funds with which the loan can be liquidated~ Highway systems do not usually 

produce a financial return for the highway authority, for example, and that is 

one of the commonest kinds of financing the Bank does. 

As for types of projects financed by the Bank and by IDA, the important 

ones in terms of quantity of money lent are the development of electric power 

supplies, the development of transportation systems, the development of in-

dustry, and the development of agriculture, these last two being fields of 
·. 

activity in which the Bank has become particularly active in the last four 

or five years. 

The financing of water supply is not a new field for the Bank or IDA, 

but· it is one that we entered with some hesitation, partly because it is still 

not possible, really, to ~uantify as well as one can in other fields the pro-

ductive benefits that one gets from an adequate supply of potable water. 
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At any rate, this is not as yet a large field of activity for us. Our 

financinrr in this field amounts to around 115 million dollars up to now, be-

ginning with a credit made l for Taipei and the surrounding area in 1961 and 
I 

coming up to the present time. We have financed water supply and/or sewerage 

proj ects in the Philippines, in Taipei, in Singapore, in East Pakistan for 

Chittagong especially, in West Pakistan for Lahore, and in the western hemis-

phere in Nicaragua , in Venezuela for Caracas, and in Colombia for Bogota and 

the greater metropolitan area. 

This is what we have done in the field of .water supply. It is about 

1% of all the financing done by the Bank and IDA up to now. 

Now let us look quickly at the geographic distribution of Bank/IDA fi-

nancing. We have lent more in Asia than anywhere else. Our biggest customers 

on the continent are India and Pakistan, and they are, of course, taken to-

gether, the biggest chunk of the world's population, next only to China. One 

must immediately add, however, that on per capita basis they have not had very 

much. 

Africa is a new territory for us. We think it is going to be quite im-

portant but the problems in Africa are pretty severe. The new countries in 

. Africa are short on ability to identify and prepare projects; so that a great 

deal of our work in Africa is concerned with the technical assistance side at 

this moment rather 'than the financing side. 

The Western Hemisphere is our oldest theater of operations, if I may 

~ use that term, and it fares pretty well on terms of per capita investment. 

Our big borrowers in the area are Mexico, which has had well over six hundred 

million dollars by this time, and Brazil, which is not very far behind. Our 

relations with the countries of Latin America have been like the relations of 
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a couple of very temperamental sweethearts. We have been passionately in­

volved at some times and we have been very cold and distant at others. There 

was a long period of time, for example, when we were not doing anything in 

Brazil because we felt that the policies of that country just made it inad­

visable for anyone to put in any money on the grounds that the money was going 

somehow or other to get lost. 

Let me close with a word about the Bank's technical assistance activities; 

it is in this aspect that many of you will have heard something about us al­

ready. I mentioned that we give technical assistance over a fairly broad 

front. We give it directly on loan projects, we give it in terms of pre­

investment surveys and we do finance small pre-investment surveys of our own 

apart from what are financed by UNDP. We do help our member countries find 

experts for particular assignments. We sometimes supply specialists for par­

ticular assignments and in Africa, for example, we have something called the 

Agricultural Development Service which is a corps of trained agriculturalists, 

expatriates all of them, who have served in Africa and who are available for 

secondment to African governments to do agricultural planning or to supervise 

the execution of agricultural projects. In the past three years,,as some of 

you know, we have been working -- on the whole quite successfully -- in tandem 

with the Food and Agriculture Organization of the United Nations and with the 

United Nations Educational Scientific and Cultural Organization. Under the 

arrangement with FAO, FAO carries on an activity of identifying projects and 

helping to prepare agricultural projects which are then brought forward for 

final appraisal and evaluation by the Bank. FAO maintains a core of specialists 

specifically for this purpose. An FAO specialist may come along on the final Baru{ 
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mission which evaluates a project, and we may put a Bank man on an FAO 

identification mission; but in fact, FAO does maintain an office specifi­

cally for what is properly its part of the job. At the present time, the 

office comprehends 37 professionals; and it is going to be increased to 

about 42 professionals as soon as they can be found. The budget here is 

provided one-quarter by FAO and three-quarters by the Bank; and the total 

budget this year for this activity is on the order of a million and a quarter 

dollars. I should say that under the arrangement, ·projects for agricultural 

training are eligible for treatment ·· in ·this way; so that we get out of it 

not only projects for production but we get training projects out of this 

process. 

We have a parallel arrangement with Unesco which operates in the field 

of education more generally and works the same way. Unesco has a team of 

professionals who are devoted to the activity of identifying and preparing 

educational projects in member countries of the Bank which can then be brought 

forward to the Bank for evaluation and financing. Education, of course, is a 

very big field; it is typically one of the three or four largest activities 

in any country, whether it is an underdeveloped country or a developed country; 

and the amount of money that could be deployed for it, of course, is almost 

infinite. The Bank and IDA do not have an infinite supply of money so that 

in the case of Unesco, we proceed on the basis of an understanding about the 

specific countries in which the Bank would consider educational projects to 

have a high priority, an understanding about the countries in which the Bank 

would be willing to finance education projects. 

In some cases, in Tanzania, for example, we have.financed general educa­

tion at the secondary level. This is very unusual; but in the case of Tanzania 
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and in some of the other African countries, it is quite apparent that one 

must have a much broader base of literacy than one has got now in order to 

pick up the development process and make it go faster. More typically, our 

financing is directed at post-secondary or university level training, es­

pecially of a kind that can be brought to bear on one or another aspect of 

economic development. Apart from that, assistance has been concentrated as 

strongly as we can concentrate it on teacher training schools in order to 

increase the supply of teachers. 

These t'\vO cooperative arrangements, with FAO and Unesco, have worked 

out very well; and they have ~aught all the cooperating institutions a good 

deal. On our side, to talk about agriculture, we have a much better grasp 

of the nature of agricultural development and of the problems in that process 

than we had when we began. FAO, which had not really worked in the field of 

project identification and preparation, has learned a great deal about pre­

paring development projects for investment. One can say the same about the 

Unesco arrangement. 

In the field of water supply, as you know, there already is close co­

operation between the Bank and you. In considering project proposals, we 

often have the benefit of studies carried out by WHO as an Executing Agency 

of UNDP or autonomously by PAHO; and PAHO has sometimes been able to include 

a Bank specialist in its study teams. The Bank ±s sincerely grateful for 

this cooperation. 

We would like, although we are not quite sure of what the shape of the 

future might be in this respect, we would like to come into some further 

kind of relationship with the WHO and very probably with other agencies as 

well in the field of population control. The new President of the Bank, 

Mr . McNamura, has given a couple of speeches so far and in both of them he 
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has made this matter of population growth a centerpiece. We have formed 

the opinion that this is a P;roblem which must bring together a number of 

agencies in some kind of cluster if the efforts of any of us are going to 

be effective. We are not after the kind of cooperative arrangement we have 

with FAO and Unesco because we do not think it is that kind of problem; but 

we are after some kind of arrangement that will bring together WHO, the United 

1ations organization itself, the Bank and others who· can contribute something. 

We are anxious to bring all our effo~~s together in some way to help restrain 

the growth of population in so far as that is consistent with, and necessary 

for, the well-being of the developing countries themselves. I think that is 

all' I have to say, Dr. Bernard. 

Thank you very much. 

. . 

~ I . 



1. Introductory 

Fil e with Gr aves ' s speeches -
November 29 , 1968 - Talk to management , 
department heads and seni~r s~aff of t~e 
Pan American Health Organ1zat1on , Washlllgton , D. C. 

Outline of Presentation to 

Pan American Health Organization ·~ 

Origins and evolution of Bank Group establishment of IFC 

and IDA to fill functional gaps -- place in U.N. family. 

2. Structure and Organization 

Financial institution --weighted voting according to members' 

subscriptions -- nominated Executive Directors -- President's position 

vis-a-vis Board -- international staff, organized into area and 

projects departments -- confidential nature of operations -- resident 

missions abroad in special cases -- technical assistance -- economic 

studies. 

3. Policies and Procedures 

Investment in high-priority productive projects -- need for 

integrated approach to LDCs' economies -- Bank's role as catalyst of 

change, rather than sole supplier of funds (85 % of development assis-

tance still bilateral) -- policy of investment in pivotal growth areas, 

to date mainly consisting of large physical infrastructure projects 

sources of funds and relationship to terms of loans -- debt service 

problem. 
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Bank has begun to branch out of hard infrastructure projects 

into fields where policies need to be more flexible, and where 

return on investment less easily quantifiable (e.g. education) 

at same time must maintain highest standards evaluation, appraisal 

and supervision to maintain investor confidence and maximize impact 

of investment. 

4. Areas of Common Concern with PAHO 

Most obvious is water supply -- PAHO's statistics reveal that 

enteric disease is among top 3 causes of morbidity and mortality in 

infant population (this appears to be equally true for population as 

a whole). Cheaper to prevent disease than to cure it; therefore 

unpolluted and sufficient water supply is priority in health investment. 

Bank Group maintains liaison with PAHO on questions of common 

interest, and PAHO has assisted Rank with technical advice teams on 

each of the three Bank projects in Latin America involving urban 

water supplies. These are: 

Nicaragua (Managua): $3M 

Venezuela (Caracas): $21.3 M 

Colombia (Bogota) $14 M 

Bank Group's involvement ($3R M) relatively small, because of 

active work of IDB in this field. Investment in Latin America 

nevertheless represents about 30% of Bank Group's global investment 
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in urban water supply. Global figure expected to treble over next 

five years compared with last; Latin American share of this 

difficult to forecast, but possibilities of new projects in Colombia, 

Brazil, Nicaragua and the Caribbean. 

Bank has so far not involved itself in rural water supply invest­

ment. This would be useful field if could rely on managerial/financial 

effectiveness of indigenous rural water supply organizations; so far, 

however, this has not been possible. 

Bank also willing in principle to invest in sewerage, but feels 

water supply has priority, _first because need for and effects of 

investment in water supply more clear-cut, and second because adequate 

water supply precondition for sewerage pro1ect. 

Another area where Bank Group investment contributed to health 

is agriculture. Bank's global investment in agriculture to date 

nearly $1000 M. Nearly 15% of this represented by Bank's program of 

livestock improvement in Latin America, currently totaling $136 M in 

loans to Argentina, Bolivia, Brazil, Chile, Colombia, Ecuador, Paraguay 

and Uruguay. Contributes directly to health of population by raising 

quality of nutrition. Fisheries loans (total to date $R.4 M, mainly 

in Ecuador) have similar effect. In all livestock projects, Bank takes 

due account of problem of foot and mouth disease; component of loan 

usually set aside for foot and mouth control. 

5. Conclusion 

Bank already contributin~ directly to world health by investment 

in areas such as water supply and livestock improvement. As development 
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institution, moreover, we are well aware of fundamental importance 

of improving not only quantity of goods available to peoples of 

developing countries, but also quality of their lives. Basically, 

all development investment designed to create possibility of such a 

qualitative improvement: in this context, physical (and mental) 

health is a question of over-riding importance, and one of which we 

are very much aware. We hope and believe that our investment to date 

has made some contribution, both direct and indirect, to this cause 

and that our accelerating programs for the future will continue and 

expand this contribution. 
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ECONm.nc PLA1nli~fG AND ~,HE PHIVArr·E SECTOH 

. ·-- · 

Article prc·pared. by Ha!.·old Graves 
for inclusior1 in the UHil.PAC 
(International Christian Ur1J.on of 
Busine ss J;:zecutives) Bulletin, 
Brussels,_ Belgium 

!i·hls is the l.ge not only of the .Atom and .of Outer Space, but E:~so of 

the Economic Development Plan. As a. conce1)t, the Plan is coJ~s i.dcr~t.bly 

old_er them the bomb, and the first SoYiet 5-year plari \7f.S l~.unched n:orc 
•· 

than a generation before Sputnik. But -- despite· p1·ofouncl changes in 

notions about hovr to plan -- the idea of plan11i.ne has lc,st none of its 

fascination for political leaders s.nd c:i.vi1 servants. Busi11cssmen:. too, 

have more and more become involved in the planning proccssc Since it ·af-

· fects them, they try to affect it. 
. . 

The Second Development Decade, novr be:ine prepared by study grc ·ups 

vi thin the United Nations structure of organizations, llill :i.tself I est on 

a plan= ·· a set of development targets along llith the enunciation of poli--
r . • 

. . 
cies intended to lea~ to the Rchievement of t~'le ta~·~ets. The fine.J. shape 

of the Decade (already beginning to be referred to as Dll ~i)/t{ll r .ot be 

c1eterm1.ned untii- the United Nations General Assembly considers it j n the 
/ 

autunm of 1970. Ylhat may emerge, hm-rever, is a. plan both more amld.tious 
\ 

\ 
and more d.etailed tha.n was the case with the l'ir~t DeveJ_opment Dec;.de. 

The objectives of the fi~rst Decac1e V.."ere that the less develOllE.d cour.-

tries should achieve an annual rate of economlc. gro"\Tth of five per cent, 

nnc1 tha.t resource trc-.nsfers to them should reach a specified level: ul-

timately fixed at . on·c per cent of the gross nation2 .. l products of t'te in-

dustrial nat ion~ . 'rhe gror..rth target has been reached; the transfer target, 

e..t leas t ",;ithin the first Decade, seems unlikely to be. 

The tar get for econorrdc €;TO"'trth of the developL1g co\J.ntries in the 

Second DevelopiP.e:J.t D~cade certainly ·~dll be s~t as hieh as 6 per cE.nt 0 

___ - ,---~- ___ 'Ihi S is the r ,inimum f:i.e-ure. a f. ~()Fl~ 1U~ ~nc"i ~.t.F"· ~ nf TP·.TT t:'l PM"~ vi 1 1 lr-nr.u· ' 
, I 

I • 

I 

! 
' 
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I 
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acceptec;1 by the me-eting o:' expcrts :_. gatnered in Beirut in 1968 by the \·7orld 

Council of Church~s and the Pontifical Co!mnission Justice and Peace. It 

is a figure, by no-..·r, which represents a degree of consensus atnong officials 
. 

______ and _experts of both developed and developing countries • 

~ . 

.. 
ll-

It is possible that DD II will set out' a· se~'ics of more detailed tar-

gets for other indices of development, both economic and social. These, 

like the over-all target itself, \rill have to be reached by the acti.on of 

individual nations, and the effort 1-rill put additional emphasis on the 

national.developrnent plans of the developing countrj_cs. Furthermo:ce, the 
·-

~conomic policies and plans of the high-i.ncome nations themselves will have 

to take into ~ccount the amount and kind of - ~i.Ssistance that is to be given 

to development abroad. 
. ,--

~ere are many kin,ds and degrees of economic p)~ann1.ng. Dr. :F:. B •. Ayal 

of the Philippines offers a usefully broad definition wh(m he defines an 

economi'c_ plan as a governmental program "consciously specifying objective~ 

- ' end continuously pursuing delibel:ate measures designed to achieve the 

economic ~evelopment of the country." 

In the case of the public sector, the gc,vernment can determj_n.e the 

--· e.llocation of expenditures and the carrying out of projects, programs and 

plan in considerable detail if it wishes to do so. But for a truly national 

program of dev~lopment , · in most countries the private ~;ector (including 

agriculture) has the lion's sha.re of work to do. 'J.l'ne governinent c-an help 

to achieve national objectives in this_sector only indirectly, through 

policies (on taxation and ~redit, for instance} and through projects (like · 

the construction of transportation facilities ·) that will support t!1e activity 

·-
or the private sector. 

· e;. 
\ 
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It cannot be said tht::.t· b.us:ine.$:~;n1~n are unm-rare of the risks and im-

perfections of planninG. In some countries, the criticism is heard that 

government plans are based on yesterday's economic theory, not today's 

economic realities. The more cletailed a plan is, the :nore chaffee there 
· c 

is that it ¥rill prove to be in error. Any plan, hovrever expert, is likely 

to be overtaken by events, economic or othervrise, over vhich the planners 

have no control, as happened some years ago to the runb:i..tious development 

programs on the Indian subcontinent as the result of the outbreak of hos-
, 

tilities there. In developing countries -especially, the data needed for 

planning are not likely to be fully available; and at least one major 

development plan \TaS thrown OUt Of kilter \Then it \laS (J.iscovered that the 

rates of population grovth Yrere much higher than . had been kno\·Tn during the 

preparation of the plan. 

Apart from the inherent difficulties of planning, businessmen may 

sometii11es ·a.oubt. the libili ty of poli tic_al leaders and civil servan~s to 

devise and carry out an effective development strategy. Business firms 

and priva.te in~_,~viduals often are unvT.i.lling ·to disclose informati<m about--

their activities and intentions \~ich is needed for development planning, 

because they are afraid that such information may be used aeainst them; 

either by their competitors or by the tax collector. 
~-

The uneasiness, of course·, is not all o:-t one side. Political leader~,~ 

and civil servants may be equally dubious :about the motivations ai:td the 

capabilities of the private sector. The effect, unfortunately, i~ to 

vea1:en the relationship 'between the private sector and the governnent. 

Even thoueh a development program may be vrong in detail, it is 

-
very likely to be right on larger issues. Comprehensive planning makes 

:· t ; 

, . 
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•ft 1-)ossible :to. identify beforehand serious imbalnnce·s that other\-lisc might 
.,! :' '· .· 

arise during the p eriod eovere4 by the plan. For instance, it may reveal 

that the total expected demand for goods and services will be great er than 

the available . supply, anc1 may threaten a dee;ree of inflation t_hat vrould 

have fundamental. ,*effects on the economy. It might shmi that demands for 

ca.p:i_tal and consumption goods could be fully satisfied only by mor e imports 

tha n could be .paid for by available foreign exchange. Or casting up the 

-plan m:ight reveal a lack of · balance bet·Heen agriculture, inc1ustry and. 

other sectors \;hich \:ould handicap a particulal' sector and the economy 

as a rrhole. 

Imbalances of this kind cannot be foreseen \Tithout information from · 

the private sector. The more information the planners have about the pri-

vate sector, the better their planning is likely to be, and the more pro-
I . 

bable it is that _economic problems to some extent can be f.oreseen and 

The>public and private parts of a development plan, in any case, are 

so clos0ly rela~~d that one cannot be formulated rrithout some fairly de-

finite ideas about the othe1~. The size and character of government acti- · 

vi ties decide rates of taxation and o.mounts of bo1·ro'rdng, sets the levels 

of the govermn.ent 's claims on resoill·ces like _foreign exchange, manpo,(rer 
• . , 

and ~atcrials, and therebJ· influences the amount and prlce of resou.rces 
-· /" . 

available to the private sectors. Official policies and regulatio·~s af-

fecting these factors will obviously affect the profitability of individual 

· busine3s ventures a.nd of the private sector as a ;:hole·. 

Businessmen (and farmers) also expect from government specific benefits 

that are embodied in, _or influenced by, the ·na.t ional development program. 

( . . 
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They h abitually depend on govcrnraen·t foi· essential facilities like highvw.ys, 

irrir;ation \rater end electric pm-rer. Private enterprisers also ask for 

official favor in the form of tariff protection, monopoly priviler;es, sub­
.1 

sidies ancl other devices to achieve strong positions in domestic or world 

·-
markets. In the l·css developed countries, \d th their heavy·· d.ependence on 

tr-ade earnings, questions of international commercial policy may l)e of 

particu.lar importance. ·rn this case, the interests of some businessmen 

\lill ext end far beyond the borde1~s of the nation into the vrorld eeonomy and 

into international conferences dealing \rith the relations betveen high-

income a.nd lm-r-income countries. 

For the planners and the private sector to come together in the planning 

process~ in principle, should benefit both. On the government side, the ad.--

vantages of obtaining coniplete information are clear -enough. On the private 

s~d~, ~t- ought to be equally clear that to raise a. votce durins tbe prcparn-

-· ~ 

tion of ~ ~lan is better than remainin~ silent. -. 

The· cru.X of the matter, for the pri\;ate sector, is to organize com-

-to make it 1ororth while for the government to listen to them. Far from 

being monolithic, these bodies may ta~e a variety of forms and represent 

~any different clements in the private sector.: they may ·be, for example, 

chambers of conEJlerce, employers' organizations, trade un:i ons, societies 
·~ 

~ of coopera.tives, farmers' leagues and the like. 

In industrial countries, ~uch bodies exist in profusion, and are 

conside1ed so ess~ntial to the planning proc~ss that some were created at 

the instigation of the government and with some official help. Familiar 

examples that come to mind are the National Economic Development Council 

. . 
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in the United Kingdom and the Busii1es's Council in the United States o 

No doubt it is more d~fficult to organj_zc such boc1ies in the less 

developed countries, where the private ~ector may be less vigorous and 
l 

· ___ .1fhere it rnay be more difficult to muster the necessary financial and staff 
•· 
·-

resources o That it is by no m-eans lmpossible, ho~rever, is suggested by 

the existence of outstanding groups like the Associacion Nacional de 

Industriales (ANDI) of Colombia and some of the groups associated '\rith 

UHIAPAC itself • 

. In t}'le end, private sector participation i.n economj_c development is 

nn impol~tant \ray for harmonizing the i.nt~rests of private groups a.ad 

individuals "t:ith the objectives of society as a \Thole. Carried out cf-

fectively, it gives government planners a \Tell-informed vievr of ho'\r public 

J>Olicy and projects can help to increase the e~ficicncy and productivity 

., 
' 

o.f the j)rivate sector. Conversely, it is the most j_mportant means by which 
. 

~ndustr:talists, -farmers, traders and others can learn a1)out the gc'neral 

goals and _speci~ .. ~c policies proposed by the g'?vernment for the econorry, 

nnd about the implication of those goals and policies for their Oi.-TH acti-

vi ties. }'or both, it provides the best vehicle for each sid.e to influence 

·the thoughts of the other \rhile they are in the formative pliasp and still 

open to IllUtual adjustments. 

Harold Graves 
September 17, 1969 

t:• 
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• How are we best to arrange collaboration between the 
private sector and the public authorities? How are we to orga­
nize co-operation between the social partners in the enterprise 
(Netherlands) and beyond it (Sweden) ? We approach these 
important problems in this edition, but there are still many 
more which daily present themselves to business executives, 
and on which they consult the christian social dQctrine. Often 
they come away frustrated, for all they have fdup~ there is a 
question mark. But, as Andre Manaranche says, «·In · this field, 
it is precisely the question mark which is the source of a me­
thodology >>. 

• Comment amenager au mieux Ia collaboration entre le sec­
teur prive et les pouvoirs publics ? Comment organiser Ia 
cooperation entre les partenaires sociaux dans l'entreprise 
(Pays-Bas) et au-dela de celle-ci (Suede) ? Nous abordons ces 
problemes importants dans ce numero, mais il en est beaucoup 
d'autres encore qui se posent tous les jours aux dirigeants 
d'entreprise, et sur lesquels ils interrogant Ia doctrine sociale 
chretienne. Souvent ils s'en retournent frustres, car ils n'y ont 
trouve qu'un point d'interrogation. Or, nous dit Andre Mana­
ranche, « dans ce domaine, le point d'interrogation est precise­
ment Ia source d'une methodologie ». 

1 
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Private Sector and planning 

HAROLD GRAVES, Associate Director 

of the World Bank, defines for Uniapac 

• the role of private sector in economic planning 

• the role of organized employers in national development 
plans. 

Dans la Declaration Finale de notre Congres Man­
dial de 1968, nous nous engagions a « contribuer 
avec tous les partenaires sociaux a l' elaboration et a 
la realisation d'un plan economique, moyen essentiel 
d'assurer !'integration des efforts decentralises a l'ob­
jectif global du developpement ». 

Comment un de ces partenaires sociaux, et non 
des moindres, puisqu'il s' agit des pouvoirs publics, 
envisage-t-il la cooperation avec le secteur prive? 
Quel role lui reconnazt-il dans l' elaboration du plan 
economique? Ces questions, nous les avons deja 
posees, dans notre numero 30, au professeur Jan 
TINBERGEN, Prix Nobel 1969 des sciences econo­
miques. Aujourd' hui, no us les posons a un haut fonc­
tionnaire de la Banque Mondiale, charge du « Deve­
lopment Services Department». On notera au pas­
sage l'eloge adresse a nos associations d'Amerique 
Latin e. 

12 

In the Final Declaration of our World Congress 
in 1968, we undertook to «contribute with all social 
partners to the establishment and development of an 
economic plan, which is essential to assure integra­
tion of decentralized efforts to the global· purpose of 
development». 

How is one of these social partners, who is of 
no less importance since we are speeking of public 
authorities, to envisage co-operation with the private 
sector? What role does he recognize in the elabora­
tion of the economic plan ? I n our Bulletin N o. 30, 
we put these questions to Professor Jan T INBER­
GEN, Nobel Prize 1969 for Economic Sciences. T o­
day, we put them to a high official of the W orld 
Bank, in charge of the Development Services Depart­
ment. In this passage, one will note the praise ad­
dressed to our associations in Latin America. 



du Magistere qui a choisi une 

troisi~- e "oie, au moment ou 
"' le (( con unisme >> et le '' capi­

talisme )) etaient radicalement 
antagoniste sur le plan des 
conceptions , conomiques. Ac­
tuellement, le deux positions 
sont moins tra chees et l'on 
voit que les norm~s de l ' inves­
tissement, d'un certain profit, 
etc. se retrouvent c6 m~ ratio­
nalite dans ·tous les 
economiques . 

Du coup, I'Eglise ne s uligne 
plus avec Ia meme force 'idee 
d'une troisieme voie, mais a op­
te un role critique general a 
l'egard de tous les systemes. 

De plus en plus, I'Eglise devra 
montrer que Ia Foi est autre 
chose qu'une fonction ideologi­
que - Ia surtout ou les ideolo­
gies s'affirment avec virulence. 

L'Eglise doit avoir conscience 

qu'incarnee, elle ne peut parler 
elle-meme sans un substrat 
d'ideologie, sans un substrat 
phi losophique et anthropologi­
que. L'exemple recent de Ia 
conjonction de '' Populorum Pro­
gressio » et d' '' Humanae Vi­
tae wc.-est eclairant a ce sujet. 

L'une et l'autre encyclique fu­
rent tour a tour critiquees par 
certains ou annexees et bran­
dies comme un glaive par d 'au­
tres. Que de passions dechai­
nees (et contradictoires) pour 
l'une et contre l'autre , parfois 
par les memes personnes , selon 
les situations, les pays ou les 
temps. 

Cet exemple est peut-etre un 
hance a saisir. 

n ne peut surest imer ou 
so -estimer le droit de p role 
du gistere. On peut a nexer 
ou rej er cette parole , i est a 

ethique sociale chretienne ? ... 

Ia fois parole de Dieu et parole 
de l'homme. On ne peut refuser 
a I'Eglise le droit d'enseigner, 
mais on ne peut non plus l'accu­
ler a parler de L c;on definitive 
Ia ou elle ne p ut s'engager de 
cette maniere 

Nous de ons respecter Ia 
necessaire modestie de I'Eglise. 

u Le us important, si l'on 
veut, c' st de comprendre que 
Jesus- hrist est Ia justesse par­
faite de l'homme, en se man­
tra fils du Pere, frere de tous, 
et seigneur de sa mort : mais 

e, lorsqu'on a cru a cela, tout 
st revele, et rien pourtant n'est 

su. Car Ia foi dit tout, et si peu ... 

C'est sans doute cela, le point 
de depart d'une ethique sociale 
chretienne. » 

Ainsi se termine un livre ri ­
che , qui peut engendrer une 
reflexion feconde . • 

Co-ope ates in preparation and development of 

industrial esta lishment and business combination projects. 

AN INDEPENDENT BANK FOR INDEPENDENT CUSTOMERS 

500 BRANCHES IN BELGIUM 
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This is the Age not only of the 
Atom· and of Outer Space, but 
also of the Economic Develop­
ment Plan. As a concept, the 
Plan is considerably older than 
the bomb, and the first Soviet 
5-year plan was launched more 
than a generation before Sput­
nik. But - despite profound 
changes in notions about how to 
plan - the idea of planning has 
lost nome of its fascination for 
political leader and civil ser­
vants . Businessmen, too, have 
more and more become involved 
in the planning process. Since 
it affects them , they try to affect 
it. 

THE SECOND DEVELOPMENT 

DECADE 

The Second Development De­
cade , now being prepared by 
study groups within the United 
Nations structure of organiza­
tions, will itself rest on a plan : 
a set of development targets 
along with the enunciation of 
policies intended to lead to the 
achievement of the targets. The 
fi rtal shape of the Decade (al­
ready beginning to be referred 
to as DD II) will not be determi­
ned until the United Nations 
Nations General Assembly con­
siders it in the autumn of 1970. 
What may emerge, however, is 

a plan both more ambitious and 
more detailed than was the 
case with the First Develop­
ment Decade. 

The objectives of the first 
Decade were that the less deve­
loped countries should achieve 
an annual rate of economic 
growth of 5 per cent, and that 
resource transfers to them 
should reach a specified level, 
ultimately fixed at 1 per cent 
of the gross national products of 
the industrial nations . The 
growth target has been reached ; 
the transfer target, at least 
within the first Decade, seems 
unlikely to be . 

The target for economic 
growth of the developing coun­
tries in the Second Development 
Decade certainly will be set as 
high as 6 per cent. This is the 
minimum figure , as some asso­
ciates of UNIAPAC will know, 
accepted by the meeting of 
experts gathered in Beirut in 
1968 by the World Counci I of 
Churches and the Pontifical 
Commission Justice and Peace. 
It is a figure, by now, which re­
presents a degree of consensus 
among officials and experts of 
both developed and developing 
countries . 

It is posible that DD II will set 
out a series of more detailed 
targets for other indices of de­
velopment, both economic and 
social. These, like the over-all 
target itself, will have to be 
reached by the action of indivi­
dual nations, and the effort will 
put additional emphasis on the 
national development plans of 
the developing countries. Furt­
hermore, the economic policies 
and plans of the high-income 

nations themselves will have 
to take into account the amount 
and kind of assistance that is to 
be given to development abroad. 

« THE LION'S SHARE » 

There are many kinds and de­
grees of economic planning. 
Dr. E. B. Ayal of the Philippines 
offers a usefully broad definition 
when he defines an economic 
plan as a governmental program 
« consciously specifying objecti­
ves and continously pursuing de­
liberate measures designed to 
achieve the economic develop­
ment of the country. » 

In the case of the public sec­
tor , the government can deter­
mine the allocation of expendi­
tures and the carrying out of 
projects, programs and plan in 
considerable detail if it wishes 
to do so. But for a truly natio­
nal program of development, in 
most countries the private sec­
tor (including agriculture) has 
the lion's share of work to do . 
The government can help to 
achieve national objectives in 
this sector only indirectly, 
through policies (on taxation 
and credit, for instance) and 
through projects (like the cons­
truction of transportation facili ­
ties) that will support the acti­
vity of the private sector. 

13 
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THE DIFFICUL TV 

OF PLANNING 

It cannot be said that busi­
nessmen are unaware of the 
risks and imperfections of plan­
ning. In some countries, the 
criticism is heard that govern­
ment plans are based on yester­
day's economic theory, not 
today's economic realities. The 
more detailed a plan is, the more 
chance there is that it wi II prove 
to be in error. Any plan, ho­
wever expert, is likely to be 
overtaken by events, economic 
or otherwise, over which the 
planners have no control, as 
happened some years ago to the 
ambitious development pro­
grams on the Indian subconti­
nent as the result of the out­
break of hostilities there . In 
developing countries especially, 
the data needed for planning are 
not likely to be fully available; 
and at least one major develop­
ment plan was thrown out of 
kilter when it was discovered 
that the rates of population 
growth were much higher than 
had been known during the 
preparation of the plan. 

Apart from the inherent diffi­
culties of planning, businessmen 
may sometimes doubt the ability 
of political leaders and civil ser­
vants to devise and carry out an 
effective development strategy. 
Business firms and private indi­
viduals often are unwilling to 
disclose information about their 
activities and intentions which 
is needed for development plan-



ning, because !they are afraid 
that · such information may be 
used against them, either by 
their competitors or by the tax 
collector. 

The uneasiness, of course, is 
not all on one side. Political 
leaders and civi I servants may 
be equally dubious about the 
motivations and the capabilities 
of the private sector. The ef­
fect, unfortunately, is to weaken 
the relationship between the 
private sector and the govern­
ment. 

COLLABORATION 

NEEDED BETWEEN PUBLIC 

AN'D PRIVATE SECTOR 

Even though a development 
program may be wrong in detail , 
it is very likely to be right on 
larger issues. Comprehensive 
planning makes it possible to 
identify beforehand serious im­
balances that otherwise might 
arise during the period covered 
by the plan. For instance, it 
may reveal that the total expec­
ted demand for goods and ser­
vices will be greater than the 
available supply, and may threa­
ten a degree of inflation that 
would have fundamental effects 
on the economy. It might show 
that demands for capital and 

consumption goods could be ful ­
ly satisfied only by more im­
ports than could be paid for by 
available foreign exchange. Or 
casting up the plan might reveal 
a lack of balance between agri­
culture , industry and other sec­
tors which would handicap a 
particular sector and the eco­
nomy as a whole . 

Imbalances of this kind cannot 
be foressen without information 
from the private sector. The 
more information the planners 
have about the private sector, 
the better their planning is likely 
to be, and the more probable it 
is that economic problems to 
some extent can be foreseen 
and avoided. 

The public and private parts of 
a development plan, in any case, 
are so closely related that one 
cannot be formulated without 
some fairly definite ideas about 
the other. The size and character 
of government activities decide 
rates of taxation and amounts 
of borrowing, sets the levels of 
the government's claims on re­
sources like foreign exchange, 
manpower and materials , and 
thereby influences the amount 
and price of resources available 
to the private sectors. Official 
policies and regulations affec­
ting these factors will obviously 
affect the profitability of indivi­
dual business ventures and of 
the private sector as a whole . 

Businessmen (and farmers) 
also expect from government 
specific benefits that are embo­
died in, or influenced by, the 
national development program. 
They habitually depend on go­
vernment for essential facilities 
like highways , irrigation, water 

replies to U niapac ... 

and electric power. Private 
entreprisers also ask for official 
favor in the form af tariff protec­
tion, monopoly privileges , subsi­
dies and other devi-ces to achie­
ve strong positions in domestic 
or world markets. In the less 
developed countries , with their 
heavy dependence on trade 
earnings, questions of interna­
tional commercial policy may be 
of particular importance. In this 
case, the interests of some busi­
nessmen will extend far beyond 
the borders of the nation into 
the world economy and into 
international conferences dea­
ling with the relations between 
high-income and low-income 
countries. 

ORGANIZED EMPLOYERS 

AND PLANNING 

For the planners and the pri­
vate sector to come together 
in the planning process, in prin­
ciple, should benefit both. On 
the government side, the advan­
tages of obtaining complete in­
formation are clear enough. On 
the private side, it ought to be 
equally clear that raise a voice 
during the preparation of a plan 
is better than remaining silent. 

The crux of the matter, for the 
private sector, is to organize 
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competent representative bo­
~ies and 1o endow them with 

,. ... suffiCient expertise to make it 
worth whi'le for the government 
to listen to them. Far from 
being monolithic, these bodies 
may take a variety of forms and 
represent many different ele­
ments in the private sector : 
they may be, for example, cham­
bers of commerce, employer 's 
organizations, trade unio·ns, so­
cieties of cooperatives, farmer 's 
leagues and the like. 

In industrial countries, such 
bodies exist in profusion, and 
are considered so essential to 
the planning process that some 
were created at the instigation 
of the government and with 
some official help. Familiar 
examples that come to mind are 
the National Economic Develop­
ment Council in the United King­
dom and the Business Council 
in the United States. 

No . doubt it is more difficult 
to organize such bodies in the 
less developed countries, where 
the private sector may be less 
vigorous and where it may be 
more difficult to muster the 
necessary financial and staff 
resources . That it is by no 
means impossible, however, is 
suggested by te existence of 
outstanding groups like the 
Asociation Nacoinal de Industri­
ales (ANDI) of Colombia and · 
some of the groups associated 
with UNIAPAC itself. 

THE SOCIETY AS A WHOLE 

In the end, private sector par-

16 

ticipation in economic develop­
ment is an important way for 
harmonizing the interests of pri­
vate groups and individuals with 
the objecitves of society as a 
whole. Carried out effectively, 
it gives government planners a 
well-informed view of how pu­
blic policy and projects can help 
to increase the efficiency and 
productivity of the private sec­
tor. Conversely, it is the most 
important means by which in­
dustrialists, farmers, traders 
and others can learn about the 
general goals and specific poli-
cies proposed by .the govern­
ment for the economy, . and 
about the implication of those 
goals and policies for their own 
activities. For both, it provides 
the best vehicle for each side 
to influence the thoughts of the 
other while they are in the for­
mative phase and sti II open to 
mutual adjustments. • 
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ASSOCIATIONS AFFILIATED TO UNIAPAC 
Country 

.\RGENTINA 

AUSTRIA 

BELGIUM 

BOLIVIA 

BRAZIL : 

CANADA 

CHILE : 

COLOMBIA 

CONGO : 

DOMINICAN ' 
REPUBLIC 

ECUADOR : 

'L SALVADOR 

FRANCE : 

GERMANY 

GREAT 
BRITAIN 

ITALY: 

MEXICO 

NETHER-
LANDS: , 

PHILIPPINES 

PORTUGAL 

SPAIN : 

PUERT'b-RICO 

SWITZERLAND 

URUGUAY 

Association I Tel. No. 

ACDE (Asociacion Cristiana de Dirigentes de Empresa) 
Av. Pt Roque Saenz Pena, 832, Buenos Aires I 44.91.54 - 49.18.86. 

VCU-Oesterreichs (Verband Christlicher Untemehmer) 
Tschurtschenthalerstrasse 2a, Haus der Begegnung, 6020, Innsbruck. 

UNIAPAC-Belgium 
71, avenue de Cortenberg, Brussels 4 I 33.97.33. 

UNIAP AC-Bolivia 
Av. Villaz6n 1978, Casilla 2289, La Paz I 24.63. 

ADCE (Associa~ao de Dirigentes Cristaos de Empresa) 
Rua Haddock Lobo, 578 - CJ. 82, Sao Paulo - SP - Brazil. 

CDE (Centre des Dirigeants d'Entreprises) 
Av. Papineau, 5875, Montreal 35, P.Q 279.7376. 

USEC-Uniapac-Chile (Union Social de Empresarios Cristianos) 
Agustinas 1350, Of. 608, Santiago. I 75.250. 

UNIAPAC-Colombia 
Carrera 7a, N° 12-25, Of. 307, Boiota. I 345.368. 

CADICEC-Uniapac-Congo (Association des Cadres et Dirigeants Chre­
tiens des Entreprises au Congo) 
B.P. 3417, Kinshasa-Kalina. I 5033. 

UCEDO (Union Cristiana de Empresarios Dominicanos Inc.) 
Edificio El Palacio Apt. 410 
Santo Domingo Dominican Republic. 

ANDE-Uniapac-Ecuador (Asociacion Nacional de Empresarios) 
9 de Octubre 650 y Ramirez Davalos, Quito. I 38.50~. 

UDES (Union de Dirigentes de Empress Salvadorenos) 
Calle Ruben Dario, Edificio Rttb.!n Dario, 5° Piso 1 510 y 511. San 
Salvador, El Salvador, C.A. 

CFPC (Centre Chretien des Patrons et Dirigeants d'Entreprise Fran~ais) 
24, rue Hamelin, Paris 16. I KLEber 31.59. 

BKU (Bund Katholischer Unternehmer) 
Salierring 14-16, Cologne 5. I 31.13.93. 

CABE-Uniapac-UK (Christian. Association of Business Executives) 
c/o Director Cabe, 14 Shute End, Wokingham, Berkshire. 

UCID (Unione Cristiana lmprenditori Diriienti) 
201 Via del Tritone, Rome. I 681.731. 

USEM (Confederacion de Uniones Sociales de Empresarios Mexicanos) 
Calle de Eugenia, 13-401, Colonia Napoles, Mexico 18 D.F. 

NKWV (Nederlands Katholiek Werkgevers Verbond) 
Scheveningseweg 52 I 070-51.40.71 

PEMSA (Philippine Executive Movement for Social Action) 
330 Regina Building 410, Escolta, Manila. 

UCU)T (Uniao Catolica de Industriais e Diriicntes de Trabalno) 
rua Duque de Palmela 2-4°, Esq., Lisbon 2. I 53.95.11. 

ASE (Accion Social Empresarial) 
Calle de Alfonso XI, 4, 3°, Madrid 14. I 2.31.85.01. 

APEC (Asociacion Puertorriquena de Empresarios Cristianos) 
P.O. Box 546, Roosevelt Station, San Juan, Puerto Rico 00929. 

VCU (Vereinigung Christlicher Unternehmer der Schweiz) 
Ackerstrasse 57 - CH-8005 Zurich I 051/44.33.80 

ACDE (Asociacion Cristiana de Dirigentes de Empress) 
Av. Uruguay 1829, Montevideo I 4.21.58. 

We request all Associations to inform us of any changes in the above list in order that it 
may be kept up-to-date. 

Editor : Thorn Kerstiens 
49, av. d'AudCJrghem - Brussels 4 - Belgium 

Comite de Direction 
de l'UNJAPAC 

President : 

Reinier A.H.M. Dobbelmann 

Vice-Presidents 

Marcel Allard, Canada 
Manuel Jose Crespo, Argentine 
Philippe de Week, Suisse 
Anielo Testori. Italic 

Tresorier : 

Dr. Heinrich Gattineau, Allemaine 

Membres : 

Enrique Amador, Equateur 
Jose Maria Basaioiti, Mexique 
Antoine Bekaert, Belaique 
Paul van Boven, Pa)'ll-Bas 
Yvon Chotard, France 
Albert Falke, Allemagne 
Baron de Grado, Espagne 
Roberto Nascimento, B~ail 
Alan O'Hea, Grande-Bretaine 
Leon de Rosen, France 
Antonio Luis de Sousa Lara, Portugal 
Thomas Tumba, Rep. Dem. du Conio 
Juan Vidal Gironella, Espaine 

Charge de Mission 

Rik Vermeire 

President du Comite des Jeunes 

Lukas A. Geiges 

Secretaire General : 

Dr. Thom Kerstiens 

Secretariat General de l'UNIAPAC 
49, av. d'Auderihem 
Bruxelles 4, Belgique 
Tel. : 35.41.78 
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If your secretary has the audacity 
· · to· call Alitalia and arrange 

your flight without consulting you ... 
Give her a raise. 

She's chosen well ! Alitalia flies wherever you need to be : 89 cities, 6 continents. 

ACCRA, ADDIS-ABABA, ALGER, AMMAN , ASMARA, ATHENS, BANGKOK, BENGHASI, 
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SANTIAGO DE CHILI, SAO PAULO, SINGAPORE, SYDNEY, TEHERAN , TEL AVIV, TRIPOLI, 
TOKYO, TUNIS, TURIN , WIEN, ZURICH. 

On every Alitalia flight you will find an atmosphere 
of quiet comfort wonderfully conducive to work. 

For further information consult your travel agent or Alitalia, 
23 avenue Louise, Brussels 1. Tel. 3 7 30 10. 

Otto Veniusstraat 1, Antwerp. Tel. 33 77 61. 
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Madras, February 10 -­

Speech notes of Harold Graves 
1970 

Bombay, February 6 -- Prospects for the continuing flow of foreign 

exchange into India, while they are a cause for concern, are by no means 

so discouraging as sometimes imagined, an officer of the World Bank said 

here last night. Speaking informally to the Bombay (Madras) chapter of the 

Society for International Development, Mr. Harold Graves, Associate Director 

of the World Bank's Development Services Department, pointed out that a spot-

light of attention was being held steadily on the question of international 

development assistance. 

The international commission on development headed by the Hon. Lester 

Pearson, former Prime Minister of Canada, Mr. Graves recalled, had made its 

report early in October. This had been followed early in December by the 

recommendations of Sir Robert Jackson of Australia on how the United Nations 

system of agencies could organize itself more effectively for cooperative 

efforts with the developing countries. 

Other groups were still at work, the World Bank official pointed out. 

In the United States, a commission headed by Mr. Rudolph Peterson of The Bank 

of America, would submit its report on the American program of development 

assistance late this month or early next. The report of this commission might 

do much to help the Nixon Administration to restore the momentum of the American 

program. Finally, a committee headed by Prof. Jan Tirrbergen, one of the two men 

recently awarded the first Nobel Prize ever to be given in economics, was at 

work on recommendations to the United Nations Organization on a master plan for 

the Second Development Decade. 

The Pearson Commission had recommended that the flow of official assistance 

to the developing countries from high-income nations be increased by a margin 

on the order of 75 per cent, Mr. Graves recalled. The Tinbergen committee already 
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had concluded that the developing countries as a group should aim at an 

annual growth rate of at least 6 per cent, one-fifth higher than the rate 

achieved in the First Decade of Development. 

All this, said the World Bank official, was bound to have an effect 

on foreign-exchange availabilities in the developing nations. Following 

the Pearson report, a number of high-income countries, notably including 

Germany and Sweden, had reaffirmed their intention of building up the level 

of help to countries in the underdeveloped world. Increases by these and 

some other countries the Netherlands and the countries of Scandinavia, 

for instance -- already were largely offsetting the declines in aid which 

recently marked such programs as the American and French. 

The next Plan period would require redoubled efforts within India, 

Mr. Graves observed. Ranked by the amount of assistance received per head 

of population, India was near the bottom of the list of developing countires, 

and this situation could not be expected to change soon. 

The President of the World Bank, Mr. Robert S. McNamara, was determined 

that there would be a marked increase in the support given to Indian efforts 

by the World Bank and its affiliates, including especially the International 

Development Association, said Mr. Graves. The Bank and IDA would continue 

their traditional interest in projects to improve transportation, agricultural 

production and industrial output. The agencies might also enter new fields 

like education and family planning. Provided suitable projects could be found 

and unexpected obstacles did not appear, said Mr. Graves, the level of World 

Bank Group support for Indian development efforts could be expected to rise to 

a new high. 
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t. Introduction 
A. Happy Birthday 

-B. A View from the World Bank - 3 more or less 
connected matters -
1. Expert reports recently or soon to be pub 
2. Trends in volume of bilateral development 

financing 
3. Prospective operations of the world Bar~ 

in India 

II. Expert Reports 

III. 

A. Pearson, Jackson, next Tinbergen 
B. They all rise from a concern to improve the 

quantity and quality of development transfers 
C. One or all try to stimulate the high-income 

countries to a better performance: by)etting 
targets and, in the case of the Pearson Commission, 
by providing motivation 

D. All of them seek to make aid more respectable 
by making it more competent 

E. .And all recognize that there is a need to make 
development transfers more acceptable within the 
developing countries themselves 

The 
A. 

Pearson Commission Repor~ 
The most ambitious 
1. Touches on most of the subject matter of 

the other reports (although there is a 
certain air of co-existence ·bet,veen the 
Pearson report and the Jackson report) 

2. Cost the World Bank $1 million 

3. Attracted wide attention: English, French 
and Japanese editions already. German. 
Spanish, Italian. 

B. No doubt familiar in India, esp. · in light of 
recent world meeting of S. I. D. in New Delhi. 
But somewhat obs cured by politlce.l events taking 
place in India at the time (just as it was 
largely blacked out in Germany by the revaluation 
of the D-mark • 
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C. So perhaps I may be pardoned for taking a 

few minutes to recite some of its secret 
history and some of its main features 
1. Origin 

a. a meeting in spring of 1967, insti­
gated jointly by Ba;bara Ward of the 
London Economist ~nd William Clark, . 
former correspondent of The London 
Observer in New Delhi 

b. Others: Rene M~~eu, head of Unesco, 
George Woods, President of World Bank, 
rep of wee and the host to the meeting, 
Sir Edward Boyle, sometime official of 
UK Treasury, member of Mr. Heath(s 
Conservative Party shadow Cabinet, 
and, among other· things, ·chairman in 
London of the Britain-India Forum 

c. The idea was to make an inquiry which 
would produce a new strategy of develop­
ment transfers, and a new impetus for 
intennational development efforts, in 
the 1970s. The idea was Barbara Ward's. 

2· The options 
a. a desk study, resulting in a manifesto 

· short enough to be widely read 
b. a serious study, with field work and 

some original research 
1. Escott Rei.d 
2. A book of 395 pages, containing 

more than 90 specific recommendations 
3. Features and virtues 

a. it makes an .. honest statement of the 
case for aid: a moral case, and a 
case resting on the point that, with 
the increasing inter-connectedness of 
world affairs, we are all getting closer 
and closer to the point where we will 
sink or swim together. 

b. it sets specific targets 
1. in the developing countries as a 

whole, at leas~ ~% annual ~rowth 
(compared to 5fo 1n 1st D D) 

I , 

j 
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2. for volume of aid, choose to deal 

only with aid from official sources. 
Sets target at .7 of 1% by 1975, as 
compared to an estimated .4 of 1% 
actually achieved in 1968 
1~ the · importance of official 

c. it provides a coherent framework for 
policies of development assistance inthe 
high~income countries. Some of ~he 
cardinal objectives to be pursued are 
1. the achievement of a sensible trade 

policy for development §p. 80) 

2. measures to meet the problem of 
the debt burden in the developing 
countries 

3. slowing down of population growth 
4. strengthening of multilateral aid 
5. to achieve a better partnership in aid . 

i. more consultative groups and 
consortia 

ii. a meeting of high-income and 
low-income countries, together 
with international aid agencies, 
to identify and eliminate procedu­
ral obstacles to amv transfers 

-- this last ~robably not 
- a starter QMcN)(p. 229) 

IV. The J a cks on Report - The Capacity Study 
A. The history of Sir Robert Jackson - in the UN, 

Ghana and the Volta Project; husband of B. Ward 
B. Reques ted by the Director of UNDevProgramme, P H, 

and authorized by Governing Council. Status is 
rather ambiguous 

6. Procedurally awkward: Sir Robt retained to explain: 
India -- no 

D. In a sense, the wrong study 
1. Does not examine the question of whether the 

UN and the abencies of the UN system are 

I , 
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doing the right thing: it examines the 
question of whether they are doing it 
efficiently 
Diagram? 

·.E. Recommendations (The Ten Precepts), of which 
two most important perhaps are 
1. Recommendation that a procedure be developed 

for programming all the inputs into a develop­
ing country from the UN system 
a. UNDP for pre'investment study coorindation 
b. World Bank for coordination of capital 

investment 
2. Evaluation of the results obtained from UNDP 

operations_ 
a. since UNDP budget now rising toward 

$200 million a year, and should generate 
·capital investment of many tiWes that 
much, this could be a point of real im­
portance· 
-- but offers many conceptual difficul- ~ 

ties 

V. The Tinbergen Committee 
A. AK committee of individuals (not officials), 

established to advise the UN secretariat on 
what recommendations to make for the Second 
Development Decade 

B. Jan Tinbergen-- and the Dutch background 
1. Pledging ~already lost) 

C. Growth target 
D. Procedures for inta~ational review bothof 

a. development assistance 
b. development pef~rmance 
c. again the objective is a better partnership 

VI. Wftat results 
·A. Some confusion 

a. the "imprming phenomenon" 
B. Some results 
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1. will be of importance at technical level 
2. will have some influence on public and of­

ficial opinion. High-income countries not 
performing% adequately will be under addi­
tional pressure to explain why not; and in 
the end, they may find it easier to perform 
than to explain 

3. no doubt this will take· time. This is em­
phasized privately by the people involved 
in the writing of the Pearson report~ Les­
ter Pearson's>continuing campaign . 

VII. ~ends in Bilateral Programmes of Assistance 
A. People who live in U. s. and India perhaps 

do not get an accurate impression of this 
matter.!. 
1. US performance has been particularly poor, 

but this is on the commitment side. Al­
though the decline in commitments ultimately 
must be felt, so far the flow from the pipeline 
has been remarkably steady 

2. Any diminution in U. s. aid program likely to 
affect availability of foreign exchange in 
India, and that is a reason for pessimism here 
But over-all, and even specifically with 
regard to India, situation does not really 
seem to be a~l that bad 

B. The over-all picture 

1. Total tn~ nsfers --
9167: $11.1 thousand million 
1968: $12.9 ~ " 

2. But mostly private investment: official decl. 
1967: $6.7 thousand million 
1968: $6.4 " " 

3. Decline ma sked fact that there is an upward 
aB well as a downward movement in trends of 
official aid 
a. lfrom Table II. 4) 

4. Trend in some individual countries may be 

I , 
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particularly important: 
_, UK ~prospects good) 

Germany (Eppler) 
;..._ Japan (?) 

U.s·. (Peterson Commission Report) 
Would be relevant to India; EHci:xnxma:J 
but in at least three of these countries 
image of India greatly d~ed since the 
days of Panditji 
a. consideration might well be given to 

some kind of public relations activity 
aimed specifically at this poin~. If 
I were GO!, I would listen very attentively 
to anything that the Chairman of ICICI could 
be induced to say on this ~atter 

VIII. Of one thing you may be sure: Mr. McNamara will 
see that the World Bank will do the best it can 
for India 

A. Bot~ as leader of the Aid-India consortium 
and, along with IDA, as a lender in its own 
right 

. ~ . 
B. We have over S300 million of Indian projects 

somewhere in the pipeline 
1. and in our own programming department, have 

been casting up totals which would maintain 
a very high average of financing in India 

C. General outlook over the next 5 years is that 
/ our traditional lines of activity will be main-

. ~ ~ tained, with some modifications 
~ 2. electric power, but not so much for generat­

ing ~lants as for transmission and distribu­
tion 

l. transpor tation, but shifting away from rail­
ways and much more strongly into motor roads, 
including feeder roads in agricultural areas. 

3. much stronger emphasis on telecommunications, 
in recognition of the fact that India one 
pf most under-communicatec countries inworld: 
l·2 of a tel per 100 p~p, as against 1.0 S Kor 

I 
I 
\ 
i 
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4. an even stronger emphasis on industriali­
zation 
a. in this respect, we will continue to 

rely heavily on ICICI, but expect also 
to be providing finance for state-o~ned 
industrial ·development banks 

5. water supply, as an admittedly inadequate 
contribution to the attack on the' urban 
problem 
a. w3uld do more if we knew what 

6. maybe family planning - but money already 
available 

IX. Our program inindia, of course, will not proceed 
automatically, and there are important problems to 
be solved both in India and in the World Bank 
A. On the side of India, problems lie chiefly in 

the public sector and the ministries 
1. slowness in project preparation QFCI) 
2. reluctance to enlist technical cooperation 

from outside India when it is needed 
3. insistence on local procurement, even when 

this means ~tolerable delays and items of 
inadequate qualit~DA 

B. On the side of the Bank (similarly ideological) 
1. resistance to program lending 
2 • resistance to local currency expenditures 
3. the question of local preferences 

c. Over-all difficulties-- necessity of ·negotiating 
with new borrowing entities 

I , 



SEPTEMBER-OCTOBER 1973 

International agricultural rese 
searching for a second ''Gree1 

In the last days of July and the first days of 
August, the World Bank was host to a unique 
yearly event called the International Centers 
Week. 

The Week brings together an unusual assem­
bly of governments, foundations, international 
organizations and research institutions who aim, 
by a coordinated effort, to increase decisively 
the quantity and the quality of food produced 
in the developing countri'es. 

This year's Week indicated that the money 
needed by research institutions to carry on this 
effort in 1974- some $32 million- probably 
would be forthcoming when formal pledges of 
support are given in November. 

The principal meeting of the Week is that of 
the Consultative Group on International Agricul­
tural Research. The Group consists of 29 gov­
ernments, foundations, and inter.national organi­
zations. The Food and Agricultural Organization 
of the United Nations, the United Nations Devel­
opment Programme and the World Bank are the 
co-sponsors of the Group; the Bank is Chairman. 

In this year's meeting, as usual, the members 
of the Group discussed proposals for solutions 
to problems of common interest-for instance, 
agreement on a common budget format for the 
international aqricultural research centers being 
supported by the Group, and discussion of ways 
in which the Group, without over-burdening the 
centers or interfering with their independence, 
could review the annual progress of international 
agricultural research. 

During the Week, the 13 experts who compose 
"' the Technical Advisory Committee (TAC) of the 

Consultative Group also met, to consider the 
merits of ongoing lnternationpl agricultural re­
search programs, and of proposals for new pro­
grams. TAC further considered a draft paper 
which will provide the basis for the Group's later 
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financial su1 

Th'e direc 
research ce 
common in1 
spective re: 
mentary ra1 
recommend 
the relatior 
Centers. 

At prese1 
cultural res 
conducting 
terns that p 
gions of the 
ternational I 
draws its fin 

The six ( 
known by 
English initi 
Wheat lmpr 
ico; the lnt 
culture (CIJ 
Potato Cen 
Crops Res' 
Tropics (IC 
Tropical Ag 
lnternationa 
the Philippir 

Of the sbc 
oldest (bott 
1940s), and 
portant con1 
oping coun 
high-yieldin! 
oped the ne' 
as fu rth'er a 
the basis o· 
in the late H 

Other imp 

R4 

_I 

l 
World Bank an 

(h 

Cumulative 
Through Total 

1963 1964-68 \ 
East Africa $ 74.1 $ 26.6 

Western Africa 18.0 

Europe, Middle 
East and North 
Africa 43.8 73.5 

Asia 234.0 269.9 

Latin America 104.4 232.8 

Total 456.3 620.8 

New Bank approacl 
lending focuses on 

Rural development and agricultural d1 
ment are closely linked. Insofar as the 
Bank is concerned, its involvement in ' 
tural development has grown substant 
recent years. 

Between 1948 and the end of Fiscai-Ye' 
the Bank has committed close to $3.6 bil 
agricultural development. More than 70 p 
of the total during this 25-year period wa 
mitted in the last five years, and close to 
cent was committed in 1973. Thus, the 
of lending for agriculture has increase 
there has been a growing transfer of re~ 
for agricultural development. 

The increased volume of lending ha 
accompanied by a widening of the sc 
lending. Until 1963, lending for agricultu 
largely for irrigation works and for drain 
1963, for example, total lending for agrl 
was $58.9 million; it all went for irrigatio 
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