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Mr. Chairman, 

May I, as an Obs erver, be a l l owed to join the 

distinguished Delegates in offering, on behalf of the 

International Bank, my hear tiest congratulations to you on · 

your election as Chairman of the Consultative Committee and 
/ ' 

in exp . essing my appreciati on . of the excellent arrangements 

made for these meetings. I should also like to add my personal 

congratulations to the .draf ters of the report, whose excellent 

work marks them out as the very antithesis of that satirical 

study of the public servant which I saw ·in t4e National Gallery 

~ ,~ Jl. 
the other night. The picture, you may recall, contains nothing 

" 
but an empty coat rack, a silent telephone, and a vacant chair 

. r 

in a drab grey office apparently as bare\ of ideas as of furniture. 

The Colombo Plan Consultative Committee first met in 

Sydney twelve years ago. Today the Committee is meeting again 

in Australia to assess the i mpact of its effort to combat hunger 

and want, ignorance and dis ease by accelerating economic 

<t--~· "\t"-
development. Throughout .this period, the World Bank has taken 

~ 
a keen interest in the Committee's ~ and h~s participated in 

the Colombo and later meetings. These meetings have provided us 

with welcome opportunities to exchange ideas and gain valuable 

experience. 

• •••• /2 
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As the draft report clearly shows, member countries 

of the Colombo Plan can t ake pride in what they have achieved. 

Output has risen, health has improved, illiteracy has been 

reduced and technical ski l ls have grown •. But ·as Prime Minister~ 

Menzies~ said so eloquently,,at our opening meeting, they cannot 

afford to be satisfied for the prices of their expor~s have 
) 

continued to fall' their numbers have increased faster than was ~ .... ~ 

expected and their p·eople' s expectations have quite naturally 
' 

continued to rise. Indeed , their gro\'ling awareness of the need 

for economic development has at times made them understandably 

disappointed with its very tangible results. 

Studies of the obstacles to economic growth in recent 

years have emphasized how complex a process it is. Capital is 

import~nt, but by itself it is not enough. It must be directed 

to the right places and must be employed by people who know how 

to use it effectively. Indeed, recognition of the fact that 

· trained people are often as important-- and as scarce-- as 

capital gave to the Colombo Plan its unique emphasis on technical 

assistance and training. It has also become clear, as the draft 

report stres_ses, that while some of the less developed countries 

can obtain their external capi t~l needs by normal borro\ving, some 

are reaching the limit up to which they can prudently borrow on 

····13 
:; '/ 

I 
I 
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conventional repayment terms and at market rates of interest; 

others, indeed, are practically unable to obtain foreign loans 

granted on normal terms. 

The development of t he World Bank and· its affiliate 

organizations in recent years reflects our recognition of the· 

complexity of economic development and our response to its 

chal lenge. The desire to f ind ways of transferring to the 

underdeveloped areas of the world the capital and know-how of 

private industry available in the m~e developed countries led 

to the creation of the International Finance Corporation in 

1956. In the same year the Economic Development Institute 

a staff college in the stra tegy and tactics of economic 

development -- was set up t o provide training for senior 

of ficials from our· member countries. And in 1960 the International 

Development Association was f ormed to meet the si-tuation of a 

growing ~umber of countries which could use effectively mare 

external capital than they could prudently borrow on conve·ntional 

terms. 

In this connection it is worth noting that though the 

~ terms of I.D.A. credits are J.tsoft 1·1 , I.D.A. is no "soft~ touch. 

It was not intended that the concessionary terms should result in 

the extension of financial subsidies to the actual projects on 

•••• /4 
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which I.D.A. funds are employed, or that I.D.A. funds should 

be used to finance projects which could not satisfy normal 

criteria of economic and financial viability. Hence, a project 

submitted for I.D.A. financing must meet the same technical, 

economic, financial. and administrative standards as it would have 

to if the Bank were making the loan. 

Since its first development loan in March 1948 the Bank 

has lent almost $1 ,4oo million, or about a quarter of all its 

develop~ent lending, to countries in th~ Colombo Plan region. 

Even more striking, perhaps, I.D.A. has in its short life made 

·~~ 4!)..#C 
available e¥~ ~ million, two thirds of its total lending, to 

these countries. In the f i nancial year ending June 30, 1962 the 

Bank total was $188.0 million, and another $23 million has since 

been added. I.D.A. extended credits of $83 million to the area in 

tqo· ( 
1961-62, and has since added another g~BtS million, for projects in 

India and Pakistan ranging from the provision of irrigation water 

for peasant farmers to the financing of industrial estates to help 

small industry improve its methods of production. 

I was particularly interested in the section of the 

Draft Report d.ea.ling with the tying of aid> on the one hand to 

specific projects)and on the other to procurement in specific 

countries. As you know the International Bank and the 

.••.. /5 
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International Development Association must, in normal 

circumstances, lend for specific projects. Where well worked 

out development programmes exist for particular sectors of the 

economy, however, the Bank has made loans to cover part or all 

the external finance required by these programmes. This has been 

done in the case of Bank lending for the Indian and Pakistan 

- railways and, quite recently, in an I.D.A. credit to help the 

Indian telecommunications programme. Such loans which are used 
J 

very largely to buy components like rails, axle boxes and copper 

cable have many of the attributes of non-project aid • 
..) 

Furthermore, in the majority of the I.D.A. credits to India and 

~J 
Pakistan , a substantial proportion of the proceeds~; •n.lt ~"e:r 

- "''?*in· -al];-:-._;;- l;s-- bur.:-be -.:u:s-arii ~ finance local 
c.--)... 

//.:-, 

expenditures, ~~~ will in f~et make 

Q... <-~ lj-~ o..-.. or----+- fir 
available ~v or f/1 eo, 000 oom::h:3:J icn il:44.J free foreign exchange. 

As regards the r estriction of aid to purchases in 

s pecific coUntries we, in the International Bank, have come to 

know the value of procurement on a world-wide basis as a means of 

ensuring that our borrowers get the best value for their money. 

As a matter of practical politics lender countries may sometimes 
....-.; 

find it necessary to insist on national procurement. As the 

Report rightly says the diff iculties caused by such restrictions 
) 

•••• /6 
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· on the use of funds will be mitigated as the numbe of donor 

countries is increased and the range of commodities made 

available is widened. Indeed, it is not so much loans tied 

solely to procurement in specific countries\ ££ solely to 

specific projects but loans which are tied both to specific 
~· -----

projects :B%3:Pl''VrJysffi e· ~and to procurement in specific -
countries which may cause serious trouble. 

Ever since the Bank turned from. reconstruction to 

development lending ·, it has been concerned with the developing 

countries' need for technical assistance. Last year saw the 

Bank's technical services extended into what is for us a new 

field, that of studies of particular sectors of an economy 

designed to facilitate sound planning in that field, and studies 

designed to show whether particular projects, which might later be 

submitted to us for financing, are both technically feasible and 

economically sound. During the past year, the Bank has 

organized and h~lped to finance a varietyof such investigations~ 

including studies of a new crossing over the Hooghly River in 

Calcutta, of an improved water supply system for Manila, and of 

a highway in Burma. 

As was intimated at the Commit~ee 1 s last meeting, the 

Bank has now established a Development Advisory Service, to 

••••• /? 
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provide a corps of senior advisors who can give economic and 

financial advice, particularly in development programming. Such 

advisors are now in the fi e ld in Pakistan and in Thailand. 

As the years have passed the Bank has become 
~ 

increasingly aware of the strategic importance of education to 

economic development. It is now studying the possibility of 

making grants from its earnings to assist economic, technical 

or vocational education of a sort closely related to the 

objectlves of its lending activities. In this connection, I 

would like to mention that in September of this year, I.D.A. 

extended its first credit for education, five million dollars to 

Tunisia to help build secondary and technical schools. Others 

are under consideration. 

I mentioned earlier, in connection with the activities 

of the International Development Association, the importance for 

some countries, of obtaining external assistance on terms which 

do not impose a significan~ additional burden on their balance of 

payments. Yet, at the present rate of commitment, the 

Association's initial resources, $757 million in convertible 

currencies, may well be fully committed sometime next year. In 

response to an appeal by our President, Mr. Black~the Board of 

••••• /8 
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Governors has authorized t he ~xecutive Di rectors to study the 

question of increasing the r esources of I . D.A., and to submit 

~heir r ecommendations to m8mber governments by the end :)f 

t his calendar year . The i mportance to the Colombo Plan region 

of the response to this appeal is too obvious to require further 

comment . 

The goal of self-s11s t aining growth in the less developed 

countri es may not yet be in sight . The problem of economic 

development is constantly r evealing new facets and new difficulties, 

many of whi ch can only be overcome through mutual cooperation in 

ar: atmo3phere of goodwill., 
-------r-· 

Such an atmosphere is perhaps the most striking feature 

of t he Colombo Plan and its meetings should continue to make 

a s i gni r icant contribution t o our common goal . 
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Text or Spe ch to b g1 n by Mr. St v n on on D c mb r 22, 1965 
t Intern tional Rel tion d Eeono 1e S etion · ot fOYm Hall, 

Los Angel s. 

The World Batik and the Intern tion Dev lopment ssoc1 tion (IDA) 

share the comtnOn purpose ot Pl'OViding capit 1 for productive proj cte in 

the le s d velop d countries. Both r cooper ti ve in th . trict sen 

of the ord. fh y d rive thei~ r source fx-o om of thei m mbers --

inel ud1ng borrowil'lg from o pit -1 market - tihey operate fo:r the 

b erit of other members .• 

Th enior organi t,ion 1 ., o:t cours , th B 1t elf, now ne rly 

twenty years old.. 'l'h.e Bank make lon -term loan t conventional inter 

rates and s now le.nt approx:lm t ly 8.8 billion doll r in s vent;y member 

oountrie or 'lter:ritories. This lending has been spread fairly evenly bout 

the . orld. A i ... the most e vily popul ted region - has take the 1 rge t 

h re, followed by the West :r:n If 1 phere, Europ nd Afric • Indi is the 

largest individu 1 borrower, with J pan in seeond pl ee, and exico in 

third. 

Most or th loans v be n for basie utilities hich, in the less 

dev loped world t 1 st, gener lly do not attract priv te investors . About 

third of the total has gone into the development or electric power J· 

another third into transportation - especially railways, ro ds an ports • 

and most of the rest into industry and agriculture. The industri 1 lo ns 

have been for heavy industry, such as steel, or to private financ companies 

in the borrowing countries which relend the proceeds to est blish or xpand 

dome tic industries. The gricultur l loans have generally be n for flood 
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control or irrigat.ion project , but in the last few yeare the Bank has 

be n payin mor att ntion to th n ede of agricultur l credit. And 

recently we hav begun lending tor buildings nd equipment in the field 

of education, for one of the mo t acute ehortag s in the less developed 

countries ie of skilled personnel. 

A larg number of the Bank' lo ns ar made to its member government 

directly. Wher this is not the ea e tb ank' charter requires that a 

loan be uaranteed by the member country in which th project is located. 

The International Development Association (IDA) wa created in 1960 

to help deal with the situation confronting tho e countries whose capacity 

to use capital is greater than their bility to assume and repay debt on 

conventional terms. A country may b able to manage quite a high rate or 
investment reasonably efficient, but may be unlucky enough to depend on 

one or two major exports the demand for which can be expected to expand 

only very slowly, so that it will have to tr,y to develop alternative lines. 

But this is often a elow process and requires investment. While it is 

going on the countr.y is likely to have persistent difficulty in paying for 

the imports it needs and meeting the increased debt service 1r it covers 

it foreign investment needs by borrowing on conventional terms. 

The funds which IDA can lend come from contributions made by the 

industrialized member countries of the Bank. 'the credits made by IDA up 

to now are repayable over fifty yea.rs, are .f'ree of interest, and carry 

only an annual service charge of 3/4 of 1 per cent. Whtm IDA wae .formed 

ther w e suspicion in some circles that she might be a lady o:r easy 

virtue. (Industr1ekurier cartoon.) But the suspicion was ill~founded. 

the projects submitted for IDA finanoing re 
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Thi hould !lOt frighten us. For onomie dev _lopm t i not m rely 

matter of muimie1llg economic r turns in given aitrll tion; it is rather 

1 r.nin proce which ~ e ~ime, on o£ our or s should be 

to t.ry to apeed up th proee s by which oll"dinary people 1D l ss developed 

countrie b come more pt.abl , mor c p ibl to obang and mor, live 

to widening e~onomic opponunitie • Looked · :t in thi light, some of the 

proj ct bich hav on be 1 wbieh Vi giv n u little or no trouble 

while they were eing cuted, an4 which bav .achi ved tb:flir up -oted 

output t rget. financial r uJ:'s on ~im , ay not in the end prove to 

be tb l'ilQ&t significallt. lll them we play Olll' p rt • and it. is an e sential 

one - by providing much ne ed financ . to upplement domestic savings, 

nd perhap in making sure that the project is , dlfKluately engineered and 

competentlY an 

contain or o 

mor than fift 

cono icall.y bUilt. But other :proj ots we b ve undertaken 

pion ring elemellt. I ree ll a propo al w began looking at 

76 r ago to improv . the natural gr sslands 1n a Latin 

American country. the propo al looked fairly simple, not to s ;y obvious. It 

bvolved t us o~ t clmiquee ffhich had alre dy proved t,heir worth 1n 

f .. :rly aimila:r eire •1iallC- in New Z land • It took about t1 v years to 

ork out a proj ot tmd a loan w s eventually macie. Butr that project didn•t 

go smoothly t all. Th r , unending and insoluble on s it 

5 ed, with the organization, lld p:ropesa w s pai:of'ully slow. Indeed, 

t rewa tim when the mere Mention of it in athering of loan 

otfioer would provok a auperio:r smile f:rorn some .Qf tho e who were 

not . ling it and look of barrassment from the man who wa • Yet 

sradwally th problems connected with it were aol ve<l 1 and just. tbi year a 

ond loan w brought torw rd \o ex.t 1ld the improvement, by then obvious 
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